Chapter 2

Progress of 50 Years of ODA
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Signing of the loan agreement for the New Tokaido Line
{the Shinkansen project). Front row (from left to right):
His Excellency Mr. Koichiro Asakai, Ambassador of
Japan in the United States; Sir William Iliff, Vice
President of the World Bank; and Mr. Shinji Sogo,
President of the Japanese National Railways. Back row
{left to nght): Mr. Gengo Suzuki, Executive Director of
the World Bank for Japan; and Mr. Manabu Kanematsu,
Managing Director of the Japanese National Railways.
{Photo: World Bank Tokyo Office)

Key Points

® Japan started to provide ODA by joining the Colombo
Plan in 1954, and has steadily developed its assis-
tance implementation systems ever since.

¢ |n 1977, Japan announced that it would double its
ODA. Since the following year, 1978, Japan has
decided five medium-term targets, quantitatively
expanding and globalizing ODA.

¢ Japan formulated the ODA Charter in 1992 and
worked to clarify the policy and philosophy of Japan's
ODA through the 1990s in the new international envi-
ronment after the Cold War.

® Japan revised the ODA Charter in August 2003. ODA
entered a new era.

Az mentioned in Chapter 1, Japan's ODA has contributed
to the economic and social development of developing coun-
fries for half a century, and it iz highly evaluated by countries
throughout the world. Chapter 2 1ooks back at the progression

of JTapan's ODA, which has yielded such positive accomplish-
ments, over the past 50 years, based on data and reference
materials. Japan's ODA has achieved major developments not
only in its scale but alzo in the aspects of quality, content,
policy and phil osoplry. These developments were also closely
linked to political and economic situations in Japan, interna-
tional circumstances, and international trends and debates
regarding ODA. In thig chapter, the 50 years is broadly divided
into the following four periods and the history of Tapan's ODA

is outlined.

Section 1 System Development Period (1954-1976)

® Period, since Japan started to provide technical assistance
by joining the Colombo Plan in 1954, when aid implemen-
tation systems were developed through the launch and
consolidation of aid implementation agencies, diversifica-

tion of the framework of aszistance and other measures

Section 2 Systematic Bxpansion Period (1977-1991)

® Period when quantitative expansion of ODA wags planned
through repeated medium-term targets and Japan's ODA
developed globally

Section 3 Substantial Policy and Philosophy Shaping
Penod (Onginal ODA Charter Penod) (1992-
2002)
® Period under the new international environment after the
end of the Cold War when Tapan kept on making efforts
particularly to focus on clarifying the ODA policy and
philozophy through the establishment of the original ODA
Charter of 1992, the Medium-Term Policy on Official
Development Assistance of 1999, and others

Section 4 Meeting the Challenges of a New Era
{Revised ODA Charter) {2003 - present)
® Japan's ODA has reached a new turning point with the
approval by the Cabinet in August 2003 of the revised
ODA Charter
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's of Japan's ODA

Japan participates m the Colombo Plan. Technical cooperation starts.

Reparations begin (Burma; Myanmar at present).

Japan 1s granted membership to the United Nations.

Ten loans begin (India).

International Development Association (IDA, "SBecond Werld Bank") 15 founded,

Japan joins the IDA

Crverseas Econornic Cooperation Fund (OECE) 15 founded.

Development Assistance Cornmittee (DAC) 15 established (Japan is a founding member country).

COwerseas Technical Cooperation Agency (OT CA) is founded.

First United Nations Conference on Trade and Development (UNCTAD isheld.

Japan joins the Organisation for Econemic Cooperation and Development (OCECD).

Japan Overseas Cooperation Volunteers (JOCV) program 15 inaugurated.

Asian Development Bank (ADB) 15 founded.

General Grant Aid starts.

The Japan Foundation 15 established.

Japan International Cooperation Agency (JICA) 15 founded (OTCA and Japan Emugration Service are integrated).
Japan comp letes reparations to Philippines.

First Medium-Term Target of ODA 15 announced.

Second Medium-Term Target of ODA is announced.

Ministry of Foreign Affairs starts to compile and publish the " Annual Evaluation Report on Japan's Economic
Cooperation."

Ministry of Foreign Affairs issues the first edition of " Japan's Official Development Assistance"

Third Medium-Term Target of ODA 1s announced.

Japan Disaster Relief (JDR) Tearn 15 founded.

International Cooperation Day (October 61 is established.

Fourth Medum-Term Target of ODA 15 announced.

Grant Aid for Grassroots Projects start (Grant Assistance-Grassroots and Human Security Project at present).

NGO Project SBubsidies start.

OECF Environrmental Guideline is announced.

Japan becomes the top ODA donor (continues until 2000 except 19907

The four key principles for implementing ODA are formulated.

United Nations Conference on Environment and Development (UNCED?) is held.

Japan's Official Development Charter is approved by the cabinet.

Fifth Medmm-Term Target of ODA is announced.

Japan co-hosts the first Tokyo International Conference on African Development (TICAD).

Non-Governmental Organization Assistance Division is established in MOFA.

Grant Aid to China 1s suspended in principle because of China's nuclear testing (until Mar. 1997

Fourth World Conference on Women 15 held (Japan's Initiative on Women in Development (WILY) 15 announced).
DAC Development Partnership Strategy is adapted at the DAC High-Level Meeting,

Bpecial Session of the UN General Assembly to Review and Appraise the Implementation of Agenda 21 is held (Initiative
for Bustainable Developrment toward the 21st Century (ISD) 1s anncunced).

Third Conference of the Parties to the UN Framewocork Convention on Climate Change is held (The Kycto Initiative is
announced ).

Council on ODA Eeform presents its final report.

Emergency Economic Stabilization Measures for Southeast Asia are anncunced.

Japan imposes economic measures on India and Pakistan's nuclear testing (suspension of new grant aid and Yen loans in
principle until Oct. 2001).

Foreign Economic Cooperation Council presents its report entitled " On Promotional Measures for Future Econotnic
Cooperation.”

Second Tokyo International Conference on African Development (TICAD 117 1sheld (Japan's comprehensive measures for
assistance to Africa is announced.)

The Cologne Debt Inttiative (Enhanced HIPC Initiative) is armounced.

Medium-Term Policy on Official Development Assistance is announced.

Japan Bank for International Cooperation (JBIC) is established (the Export-Import Bank of Japan (EIB) and OECF are
integrated.)

Eyushu-Okinawa G8 Burnmit 1s held (Okmawa Infections Diseases Initiative and other inttiatives are announced.)
TN Millennium Surnmit 15 held,

ODA Town Meetings start.

Becond Consultatve Committee on ODA Reform issues its final report.

Fifteen Specific Measures for ODA Reform 15 announced.

Tnitiative for Development in East Asia JDEA) Ministerial hMeeting is held.

World Burnmit on Sustainable Development (Johannesburg Surnrmit) is held (Koizumi Initiative: Concrete Actions of
Japanese Government to be taken for Bustainable Development - Towards Global Sharing, Environmental Conservation
Tnitiative for Sustainable Development (Eco ISD) and other initiatives are announced.)

Japan's Official Development Assistance Charter is revised.

Third Tokyo International Conference on African Development (TICADIIT) is held (Japan's Inttiative for Assistanceto
Aftica 1s announced )

JICA becomes an Independent Administrative Institution.

Japan-ASEAN Commermnorative Surnmit is held (Japan's New Initiatives 15 announced. )




Section 1 System Development Period
(1954-19786)

Joining the Colombo Plan
On October 6, 1954, the Cabinet approved a resolution for

Japan to join the Colombo Plan. Having secured the mediation

5 O ] of the United States,® Tapan

anniversary

participated as an official
member at the 6th Seszion of
the Plan. The Colombo Plan
ig a regional cooperation

organization established in

1950 for the purpose of pro-

moting the economic and

gocial development in Asia

JAPAN

Official 1ogo of the "50th
Anniversary of Japan's
International Cooperation,”
created to commemorate the
50th anniversary of starting
to provide aszistance

and the Pacific. From the
vear after joining, Japan
began to provide govern-
ment-baged technical cooper-

ation programs in the form of

accepting trainees and dispatching experts, using a budget of
38.4 million yen in 1955.

October 6 was established as "International Cooperation
Day" by the Cabinet in September 1987, and commemorative
events are held around that date. Joining the Colombo Plan
wag truly an important milestone signaling the dawn of

Tapan's government-based economic cooperati on.

Economic cooperation provided in tandem with post-

war reparations

As explained in the above paragraphs, joining the
Colombo Plan marked the beginning of government-based
technical cooperation. However, the launch of government-
baszed financial cooperation can be traced to November 1954
and the signing of the Japan-Burma Peace Treaty and
Agreement on Reparations and Economic Cooperation.” In
addition to payment of reparations "to compensate the damage
and suffering caused by Japan during the war,” this treaty also
provided for cooperation "to contribute towards the economic

rehabilitation and development and the advancement of social

Chart 1-9 Japan's Reparations and Quasi-Reparations

Reparatonsuzsi-Reparabons {amounts due uncer teates unckined)

Chesfiaion US dollars

Partner Country

v Reparation provision period or grant aid period
er|

Union of Burma

$200,000,000

¥72,000,000,000

1955.4.16-1965.4.15

E The Philippines $550,000,000 ¥190,203,272,472 1956.7.23-1976.7.22
g Indonesia $223,080,000 ¥B0,308,800,000 1958 4151970 414
,j% Republic of ¥ietnam {South Yietnam) $39,000,000 ¥14,040,000,000 1960.1.12-1965.1. 11
Total $1,012,080,000 ¥356,552 072,472
= | Laos 2, 777777 ¥1,000,000,000 19521 23-1961 1 22-extended until 19651 22
g Cambodia $4, 166,666 ¥1,500,000,000 19507 6-1962 7 5-extencled urtil 1966.7.5
EE Thailand $26 BBE BER ¥9 6500 000,000 1962.5.9-1969.5.30
g % Union of Burma $140,000,000 ¥47,335,584,547 1965.416-1977.4.15
é‘?} é Korea (Mote) $300,000,000 ¥102,093,285, 442 1965.12.18-1975.12.17
'g § Walaysia $8, 166,675 ¥2,940,003,000 19685 7-1971 5 6-extenced urtil 1972 5.6
g’g Singapore 38,166,675 ¥2 940,003,000 1968.5.7-19715 G-extended until 1672 3 31
E Micronesia $5,844,155 ¥1,800,000,000 | 19725 271975 5 26-extended until1976.10.15
c%j Total $405,788,616 93 ¥160,208 875,989
Overall total $1,507,868,616.93 ¥525, 750,948, 461

Source: Diplomatic Blue Book 1977

Mote: 300 million dollars of grant aid and 200 million dollars of loan assistance cooperation were provided to Korea, based on the
Agresment on the Settlement of Problems concerning Property and Claims and on Economic Co-operation between Japan and the

Republic of Korea.

8. Tapan applied to become a member of the Colombo Plan in 1953. However, due to opposition by countries including Australia, it

could not become a member at that point. Subsequently, earning the backing of the United States, which wished the reintegration

of Japan into the international community, Tapan managed to become a member of the Colombo Plan in the following year.

9. The Union of Burma (Myanmar at present) did not attend the San Francisco Peace Conference, and then concluded a separate

peace treaty with Japan.
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Japan's Postwar Recovery

After World War Il receiving support and finance from members of the international community including
the United States and the World Bank, Japan made efforts to rebuild the country. which had been devastated
during the war. This experience underpins Japan's subsequent experience of providing support in East Asia and
forms the base of Japan's QDA philosophy of providing support for self-help efforts, as is often pointed out.,
Relief and rehabilitation support from the United States

When the Second World War ended, the United States had the world's top aid-giving capacity, The United
States had two funds for occupied areas-the Government Appropriation for Relief in Occupied Area (GARIOA)
Fund and the Economic Rehabilitation in Cccupied Area (EROA) Fund-and Japan received relief and rehabilita-
tion support from both of them. A total of 1.8 billion dollars (present value equivalent to approximately |2 tril-
lion yer; of which |.3 billion dollars was charge free) was disbursed through the two funds-from 946 for the
GARIOCA Fund and from 1942 for the EROA Fund These counterpart funds® became the finandal resources
used for low-interest funds for promating ecanomic rehakilitation such as infrastructure development including
currency stabilization, development of the national railway system, electrical communications, electric power,
marine transpartation, coal mining and athers,

World Bank loans

Before the end of the Second World War in 1945, the desirable form of the world economy after the War
and the support for rehakilitation were actively investigated among the Allied nations. In July |944, the Bretton
Woods Agreement was concluded with the particpation of 44 Allied nations. Rehabilitation was coordinated
based on this Agreement, mainly with the International Monetary Fund (IMF) established in 1945 and the
International Bank of Reconstruction and Development (IBRDY. Japan started receiving loans from the World
Bank in 1953 and had concluded loan agreements for 34 loans amounting to 8629 million dollars in total by
1966,

At that time, Japan did not have sufficient funds for its rehabilitation. The Warld Bank contributed greatly to
the development of important infrastructure and key industries, particularly the development of the road, elec-
tric power and iron and steel sectors. The Fourth Kurobe Hydroelectric Power Fant (Kuroyon Dam), the Aichi
Irrigation Project, the New Tokaido Line (the Shinkansen project) and the Tomeal and Meishin Expressway, for
example, were facilitated by loans from the World Bank

Japan started providing assistance in 1954, while being provided assistance from other countries. Japan also
received loans from the ¥World Bank, and laid the foundations for its own economic development. After the dis-
bursement for the Tokyo-Shizuoka Bxpressway in 1966, |apan graduated from receiving World Bank loans. Since
then, it has grown as a maor donor country. Japan completed repayment of these loans from the World Bank
relatively recently, in July | 990,

Currently, Japan emphasizes the importance of various forms of assistance. In particular, unlike other coun-
tries, Japan effectively uses the form of assistance of concessional loans known as Yen loans. This position is
undoubtedy underpinned by the experience of the effectiveness of the support |apan received from the YWorld
Bank

Note:Profit on sale of commodities recipient countries have purchased using commodity aid. In this case, profit on sale of
goods purchased by the GARIOA and EROA funds is indicated.




welfare in the Union of Burma." Economic cooperation pro-
vided in tandem with reparations was also specified as the
way of atoning for the war. After that, successive reparations
treaties were signed-with the Philippines in 1956, Indonesia in
1958, and the Republic of Vietnam (South Vietnam) in 1959.
Moreover, though not reparations in the strict sense, grant aid
etc. (known ag "quasi-reparations”) has been provided to
Cambodia and Laog, which renounced claims to Japan for
reparations, ag well as to Thailand, Malaysia, Singapore,
Korea, and Micronesia.

The conclusion of treaties regarding reparations with these
Asian countries was the center of Japan's economic diplomacy
with Asia until the mid-1960s, while support for payment of
reparations was continued until 1976. Providing reparations
and economnic cooperation in tandem therewith had two objec-
tives: one was to perform Japan's obligations under the vari-
ous treaties for atoning for the war; the other was to support
the promotion of the development and social welfare of those
countries. At the same fime, it was effective for promoting the
gecuring of markets for Japanese industry, through disbursing
to Asian countries the funds, which limited the scope of the

goods and services that could be supplied to Japanese ones.
The historical background of Japan's financial assistance-start-
ing as providing reparations and economic cooperation
in tandem therewith to Asian countries-combined with the
basic policy of placing emphasis on providing cooperation for
Asgian countries having close links with Japan, became the

model for the subsequent Asia focus of JTapan's ODA.

Commencement of Yen loans
In 1958, Japan extended the first yen loan, to India,'® thus
commencing full-fledged economic cooperation. Thiz was
conducted independently of the issue of atoning for the war
through reparations, and had a groundbreaking significance in
the sense that it was the start of financial cooperation with
concessional conditions. At that time, ensuring a recovery in
exports was the primordial izsue for the JTapanese econoniy;
the provision of tied'! loan assistance was also effective for
export promotion, thus Japan actively provided such loan
assistance throughout the 1960s.
In a foreign policy speech in February 1957, then acting

Prime Minister and Minister for Foreign Affairs Nobusuke

Colombo Port Expansion Project

Colombo Fort today

Colombo Port, becoming the hub of 51 bt
Southwest Asia. Japan provided various
support for the expanszion and development
of Golombao Fort through Yen loans and

other methods.

Bluaprint for Colombo Part

Colombo Port befora expansion

10. Funds equivalent to 500 thousand dollars in total provided by the Export-Import Bank of Japan (EIB) targeted for the electrical

power, shipping, and plant facilities necessary for India's Second Five-Year Plan. The EIB was the implementation agency for

the initial Yen loans (TBIC, History of the Overseas Economic Cooperation Fund Japan, p. 7)

11. Generally indicates suppliers of goods and services using aid funds limited to the country providing the aid.
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Kishi stated the following regarding the desirable form of
relations with Asian countri es:
(1) Improving Tapan's position in the United Nations and the

international community iz based on strengthening Japan's

relations with its neighbors.

(2) Tapan aims to contribute to promoting the welfare of the

entire Azian region, by developing economic cooperation

plans for Southeast Asia and cooperating in the

Chart 1-10 Initial Yen Loans

(1) Taiwan
1965i04/26 15t Yen loan (1) {Zengwan Resanvoir et )

st Yan loan (2} (Electric power transmission and supply facility ste)
{2) Vietnam
1250/05/13  Dai Ninh Hy droslectric Powsr Plant
(3) Cambodia
1962/03/31  Prek Thnot development
{4) Indonesia
12880701 Yen loans for Fi1968
12670802 Yen loans for FY1967
Fefinancing (1)

{5) Thailand
196501/12  1st Yen ban (1) {nstalling mare telephons lings in the

Banghok Metropalitan Arsa)

2nd Yen loan (2) (Mam Phrom Hydro-Electric Project et

(6) The Philippines
1262002/21  Philippines-lapan Friendship Highweay

(7) Malaysia
1986/11/22 15t Yen ban (1)

(Frequency multiplication conveyance device atc.)
13t Yan boan (1) (Malaysia subscribers telephone network ete. )

st Yan loan {11} (Project of Plantation Refined Sugar plant in Perlis)

19680702 Yen loans for FY1968 (1) (8) Myanmar
Yen loans for Py 1968 (I1) (East Java - Karangkates Dam et 128200215 Four industrial projects
Fefinancing (2) .
1989/074  Yen loans for FY 1969 (1) (14) Pakistan _
‘fen loans for FY 1982 {11} (Tanjung Prick Gas Fired Power Plant) 196111/13  1st Yen loan (Plant development, machinery)
Refinancing {3) 128301/31  2nd Yen loan (Flant devslopment, machinany )
. 128302721 3rd Yen loan (Flant devielopment, machineny
{9) Atghanistan L 1964/10/05  4th Yen loan (Plant development, machineny)
1968/11/27  Waterworks project (12) Nepal _ 1966005/06  5th Yen loan Special stesl plant project st
{10) Iran 1970403/22 Commodity loan 196702/24  6th Yen loan (Cament plant project ete.)
198507/04  Tekcommunications project (13) Sri Lanka 1967/10/17  7th Yen loan {Fertilizer plant project etc.)
196610114 Commadity loan 1280118 8th Yen loan (Fertilizer plant project ate )
1966107 02 Cormmodity loan 1DTONI0T  Sth Yen loan (Fertilizer plant project ate. )

(11) Former Yugoslavia
1286/07/30  Commodity loan

1967/02/22 Commodity loan
1965/02/03 Commodity loan
1289/10/24 Commodity loan

(15) India 7

15t Yan loan Y
{Elactric power development, shipping, plant developmeant )
2nd Yen loan (Plant development, machinery)

3rd Yen loan (Plant development, machineny)

3rd Yen loan (Plant developmeant, machineny)

4th Yen loan (Flant development, machinery, raw materials ste)
SthYen loan (Ferilizer plant project ete. )

&th an loan

(Fartilizers, agncultural chemicals, mw matkerials for usz in manufactiring)

19568/0214

1961/0816
12630523
196310424
1964/02103
12650625
1966/1216
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1967074 Commodity loan (Urea fedilizer) i
1967/08/20  Debt extension (20) Argentina
1267/0305  7th Yen loan 128510005 Refinancing
{Fertilzers, agriculiral chemicak, parts of raw materials for use n manufacieing etc.) (21) Chile
1288/07/25  Debt extension - ]
1989/02/111 &t Yen kan 1285/08/31  Refinancing
(16) Uganda 1089/07/25  Deht extension (22) Paraguay _
1968607/20  Economic development loan 197000228 Bth Yen loan (Steal, agricultural chemicals etc) 1282Y07/22  Seven boats for rivar use
(17) Kenya 197003006 Voh project Aid etc. (23) Brazil
19860007  Economic development loan 126201/26  Usiminas Baplenishmant Funds
{Machinery for usein airport development atc.) Finaneing to BNDE
{18) Tanzania 1965/0219  Refinancing (1)
e : Refinancing (2)
198610810 Economic developrent loan 1088/1007 Refinancing (3)

{Cashew nut processing plant et )
(19) Nigeria

1966/11/23  1st Yen kan (Lagos-Kaduna coaxial cable)



nation-building of its countries.

(3) From the standpoint of striving to achieve Japan's economic
development and the prosperity of its people, Tapan will
ensure the country's development while coniributing to the
prosperity of other countries through measures including
the provision of reparations and economic cooperation.
The above comments clearly express the objective of

TJapan's initial economic cooperation when it started to provide

aid. At that time, improving its position in the international

community wag the top priority for Japan, which had just rein-
tegrated into the community. From this perspective, JTapan
strived to participate actively in the Colombo Plan and settle
rapidly the issue of reparations as part of itz atonement for the
war. Meanwhile, reparations and the economic cooperation
provided in tandem therewith, as clearly indicated in the for-
eign policy speech mentioned above, were alzo deeply tied to

"Tapan's economic development and the prosperity of its people.”

For Japan at that time, in which income per capita was less

than 400 dollars, the burden of payment of reparations was

very severe. Japan's reparations and disbursement of Yen
loang in the 1950s and 1960z had the objectives of expanding
export markets for Japan and securing imports of important

raw materials. In addition, there were high expectations of a

beneficial effects from these actions for the Japanese econo-

my.!? This stance was also reflected in the fact that the rate for
tied aid was almost 100%o until the end of the 1960s.

In the 1960s, the international community attached impor-
tance to the existence of a North-South problem. To assist in
its resolution, the first Conference of the United Nations
Conference on Trade and Development (UNCTAD) was held
in 1964. Japan was promotfing its assistance at that time in
fields such as agriculture and small and medium enterprises,
and could not respond actively to requests from developing
countries for liberalization of trade and expansion of aid. This

attitude of Tapan drew criticism from developing countries.

Development of aid implementation systems

Japan's aid implementation systems were gradually devel-
oped in line with the start of such provision of reparations and
aid. First, the Society for Economic Cooperation in Asia was
established in 1954 as the implementation agency for techni-
cal cooperation, in addition, the Reparations Division and the
Asian Affairs Bureau were established in the Ministry of
Foreign Affairs (MOFA) in 1955. Meanwhile, then Prime
Minister Kishi announced the Asian Development Fund
Foundation Plan'® in 1957. This plan itself never materialized,
but it was against such background that the Overseas
Economic Cooperation Fund (OECF) Law was enacted in
1960, and the OECF was established in March 1961 as the
implementation agency for Yen loans.

In the process of JTapan's ODA becoming full-fledged, the
Council for Foreign Economic Cooperation (CFEC)'* was
established in 1961 as an advisory body to the prime minister;
the Economic Cooperation Bureau was established in MOFA
in 1962; and in the same year, the Overseas Technical
Cooperation Agency (OTCA) was founded. OTCA was the
predecessor to the Japan International Cooperation Agency
(JICA).

The development of aid implementation systems also pro-
gresged in foreign countries during this period. In the United
States, for example, the United States Agency for
International Development (USAID) was established in 1961
in line with the enactment of the Foreign Assistance Act, and
in West Germany, the Ministry for Economic Cooperation
was established. This was also a period when Japan, while
developing its domestic implementation systems, actively par-
ticipated in the activities of international organizations as a
donor country. In March 1960, Tapan joined the Development
Asdistance Group (DAG), and in 1961, when DAG was reor-
ganized and became the Development Assistance Comimittee
of the Organization for Economic Co-operation and
Development (OECD-DAC), Japan joined as one of the

founding member countries.

12. The Present Conditions and Problems of Economic Cooperation by the Ministry of Infernational Trade and Industry (MITI) in

1959 regarding Japan's first yen loan in 1958 also explains that the ven loan to India was a measure to promote export recovery:

"India iz Japan's biggest capital goods export market in Southeast Asia[...] , and JTapan has been investigating specific measures

for achieving groundbreaking growth in export of capital goods to India since around 1957. Consequently, [...] the provision of

ven credit was proposed as a method.

13. Plan to provide low-interest financing for economic development programs of Southeast Asian countries in addition to funds

from other countries including the United States, the main donor. However, thiz plan failed to win the support of the United

States and thus never materialized.

14. Later abolished by the Cabinet (Consolidation and Rationalization Plan for Deliberative Councils) in 1999.
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Chart 1 -11 Institutional Change of Implementing Agencies

1950 [\Export Bank of Japan ! 1950
{established in Dec, 1950)
1962 [ Bxportimport | 1952
| BankofJapan |
1054 (established in Apr. 1252) (" Soociety for Economio

1261

(established in Mar. 1961)

1262

] 1954

| Cooperation in Asia

= &= = . .
- = & (established in Apr. 1954)
g =
= M-

—= @ =

5|82
= = =
= |2 =
Z| |2 |= 1961

.

*
1962

1974

[;}3%@éﬁ"E'ﬁ'ﬁi@'f?;ﬁﬁ:ﬁ@éiﬁ;‘r@s?}_[

(established in Jul. 1963)  (established in Jun. 1962)

f Japan International 1974

| Cooperation Agency |
(established in Aug. 1974)
1999

ational Cooperation |

[ Japan International | 200g

(established in Oct, 1999)

| Cooperation Agency |

(changed intc independent administrative
institution in Cct. 2003)

* : Society for Economic Cooperation in Asia and Mekong Community of Japan were dissolved and
contract works of Latin American Scciety and Infrastructure Oevelopment Institute were
transferred to OTCA when OTCA was established.

Improving Japan's international position and strength-
ening its aid implementation systems
From the second half of the 1960s to the 1970¢, the world
entered a period of turmoil. The Vietnam War intensified; the
United States announced dollar-defense measures including
the discontinuation of gold-dollar convertibility {the Nixon
Shock); and the First Qil Crisis occurred in 1973 on the occa-
sion of the Fourth Middle East War. While the world econo-
my especially in the United States entered a difficult phase,
Tapan's international position was rapidly improved. In line
with this trend, Japan's assistance had gradually transitioned

from assistance centered on atoning for the war. While quanti-

tatively expanding its ODA, Japan strived to diversify its
framework of assistance.

Also due to the influence of changes in exchange rates to
the amounts of assistance, Japan's ODA disbursement
increased ten-fold from 115.8 million dollars in 1964 to 1.149
billion dollars in 1976. In 1972, Japan came to rank fourth
among DAC countries, above the United Kingdom (in 1973,
Tapan's Grogs National Product (GNP) was 412.5 billion dol-
larg, second highest among DAC countri eg).

As for the framework of assistance, Japan strived for
diversification, starting to provide food aid in 1968!% and gen-

eral grant aid in 1969, while expanding the conventional

15. Also called KR aid. In the Kennedy Round of negotiations on the General Agreement on Tariffs and Trade (GATT) of 1967, it

was agreed to establish a plan for food aid using grains within the framework of the Grain Agreement and to implement, under

international coordination, aid that would not have a negative influence on the agricultural production or frade of developing

countries themselves.



nJ —‘8 Accomplishments and Progress of the JOCV

Next year, 2005, heralds the 40th anniversary of the foundation of the JOCY. The JOCY is an organization
founded based on recommendations by youth groups and young Diet members, Under the |OCY system,
young Japanese men and women aged 20-39 stay in a developing country generally for two vears, They cooper-
ate toward achieving the sodal and ecanomic development of the country in fields such as agriculture, fisheries,
health care, and education and cutture, while living and working with its people. Since the first group of five
JOCY members was dispatched to Laos in |965, more than 25000 have been active to date in 78 countries.
This program has as its
departure point the will of
young people to provide
cooperation to assist devel-
opment of developing coun-
tries. As its high visibility indi-
cates, it has won high praise
both domestically and aver-
seas as atrue model of public
participation-type aid

JOCY members, working
s Y

First-term JOCYs about to depart from Haneda Airport (Fhoto: JICA)

hard with the inhabitants of
developing countries, are
able to respond in detal to
the needs in the field In addition, they can play a role as bridge to further cooperation, by directly grasping the
issues of the countries' inhabitants. The members aso contribute to promote mutual understanding between
Japan and developing countries. Teaching volunteers convey the situation of |OCY activities to Japanese school-
children, and the members returned to Japan provide continuing cooperation to redpient countries through
NGO activities and so forth. From these perspectives, it is far to say that JOCVs really contribute to the citizens
of Japan and developing countries becoming “true friends.”

Mareowver, |OCYs returned to Japan aso return both domestically and overseas the experience they have
gained through the activities. This is @ major feature of this program. Former members naturaly have the poten-
tid to become valuable human resources in the field of international cooperation. And the stage of their activi-
ties after returning to Japan has come to widen more and more,

The JOCY program with this kind of deep significance has received support from various people in Japan.
The circle of support for this program is widening, through measures such as companies and local governments
developing systems enakling people to participate in the JOCY while keeping their present jobs, provision of
help for activities of |OCYs going out into the field for a short term, contribution of materials necessary for activ-
ities in the field citizens providing donations and so forth. Meanwhile, more than 20,000 former members them-

selves form the core group having deep understanding of and demaonstrate strang support for the program.
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Chart 1-12 Trends in GDP Per Capita in Major DAC Countries
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Source: Cabinet Office, World Economic Trends (Autumn Report in 2003)

framework of project-type loans and starting two-step loans'¢
in 1966 and commodity loans!” in 1968. Meanwhile, in 1965,
the Japan Overseas Cooperation Volunteers (JOCV) were
founded, incorporating in aid the perspective of public partici-
pation and Japan's assistance came to be widely expanded and
improved.

In 1974, OTCA and the Japan Emigration Service inte-
grated and became JICA,'® having become an independent
administrative institution at present. In 1975, development of
aid implementation systems progressed through measures
such as clarifying the allocation of roles and dufies befween

the OECF and the Export-Import Bank of Japan (EIB).'* In

these ways, Japan made efforts to improve the quality of its
aid.

Departing from trade promotion

From the 1970z, expansion of JTapan's export gradually
receded as the objective of its assistance.

In the 1960s, Japan had come to the period of rapid
growth, and by the end of that decade, there were less needs
for linking ODA to export promotion. Furthermore, the DAC
Peer Review Japan in 1969 recommended that JTapan should
abolish tied aid. In response, it was decided in 1972 on

approval by the Cabinet of the Law for Special Measures for

16. Devel opment finance loan. Loan provided through a development finance organization established in the borrowing country for

providing financial support to SMEs, farmers, associations etc. in developing countries.

17. Using to purchase commodities having been agreed in advance, for the purpose of supporting the borrowing country's bal ance of

payments and stabilizing the domestic economy. Because of this purpose, the lending period is shorter than in project-type loans

(usually two years).

18. JICA was established as an aid implementation agency for providing technical cooperation, managing the JOCV, extending nec-

essary financing to related facilities accompanying each kind of development program of private companies, ensuring lending

gecurity, operating overseas emigration services and securing human resources.

19. Coordination of the fields of duties of the OECF and the EIB was achieved in the form of setting a grant element of 25%o as the

boundary and allocating those with concessional nature of more than that to the OECF as ODA, while allocating those with less
than that to the EIB (JBIC, History of the Overseas Economic Cooperation Fund Japan, p.31).



Chart 1-13 Transition of ODA Disbursement of Major DAC Countries (1956-2003)
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Source: DAC press release, 2004, DAC Journal: Development Cooperation 2003 Report

1) Excludes assistance to Eastern Europe and graduated countries.

23 US figures for 1991-92 exclude military debt relief.

3) Figures for 2003 for the major donors except Japan are estimates.

43 Due to subseguent revision, the above data do not necessarily correspond to
the figures at the time of publication.

MNotes:

Chart 1 -14 Transition of Qualification for Procurement of Yen Loan
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Nate: Partially Untying (LOC Untying}: To supply the goods or services by aid fund from donor countries ("Japan” in
case of Yen Loan) or all developing countries. In this case, the goods or services cannot be supplied from
other advanced countries {developed countries excluding "Japan' in case of Yen Loan).
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Mongkol Borei medical center

Hozpital in Batdambang Frovince in Cambodia, Cooperation began in 1964
bazed on the Japan-CGambodia Agreement on Economic and Technical

Cooperation of 1959 This medical center iz alzo called the Japan Hospital.
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A meadical examination

Mongkaol Borei medical center
(before restoration)

Coordinating the Overseas Economic Relations that Yen loans
would be untied. Subzequently, progress was made in untying
Yen loans, and since 1980s, almost 100% of them have been
untied. Due to the influence of the special yen loans*” intro-
duced in line with the Asian Economic Crisis in the second
half of the 19905, the untied rate fell temporarily. However,
Tapan's untied aid rate iz higher than average even among
DAC countries.

The focus of JTapan's assistance in this period was placed
on Asia. And bilateral assistance formed its core, but as
already mentioned, this was linked to the background of
Japan's aszistance starting from the provizion of reparations
and economic cooperation in tandem therewith. Since the
gecond half of the 1960z, JTapan's assistance has also come to
be promoted in the form of international collaboration. For
instance, the Ministerial Conference for the Development of
Southeast Aszia, advocated by Japan, was held in 1966.

1l

The experts dizpatched at that time

Furthermore, Japan played a key role in the establishment of
the Asian Development Bank (ADB). In the second Annual
Meeting of the ADB in 1969, then Minister of Finance Takeo
Fukuda announced that Japan would double its assistance to
Agia within five years. Thus Japan strengthened its stance of
placing emphasis on Asia. Such economic cooperation to Asia
contributed greatly to building the infrastructure for Southeast
Agia's economic development as part of a three-pronged
approach at that time that also included develop-and-import

schemes and investment activities.

Section 2 Systematic Expansion Period
(1977-1991)

End of reparations payment and systematic expan-
sion of assistance

In July 1976, Japan's payment of reparations ended upon

20. Loang in which the main contract is tied in principle, under a system introduced for realizing economic structure reforms for

Asdian counfries that had experienced the impact of the economic crisis, also aiming to expand the business opportunities of

Japanese companies.



Chart 1-15 Outline of Medium-Term Targets (1st to 5th)
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Doubling the ODA disbursement of $1.42 billion of 1977 by 1980

WMaking the owverall CDA disbursement for 1981-1985 double that of 1978-
1980 (approx. $10.68 billion} or more

lfaking the overall CDA disbursement for 1986-1992 $40 billion or more {tothis end,
making the CDA disbursement for 1992 double that of 1985 ($3.80 billion) or mare)

Making the overall ODA disbursement for 1988-1992 double or more than
that of 1983-1987, $50 hillion or more

Making the overall ODA disbursement for 1993-1997 $70-75 billion

" Since itwas decided in 1987 to bring forward the target term by two years and the target of doubling ODA was almost achieved in
1987 {disbursement of 7.45 billion dollars) due to factors such as the exchange rate, the 4th Medium-term Target was newly

established in 1988

finally completing payment to the Philippines, and then
Japan's OD A entered a new era.

In the mid-1970s, Japan's ODA plateaued due to a wors-
ening of financial conditions and other factors as a result of
the oil crisis. However, in accordance with expansions in
Tapan's economic power and its balance of payments surplus,
international expectations regarding Japan's ODA had risen.
Meanwhile, on the end of reparations of the war eic., calls
were growing also in Japan for the expansion of ODA and the
promotion of economic cooperation truly from the standpoint
of developing countries! In order to respond to such domestic
and overseas expectations, Japan announced in 1977 Fukuda
Doctrine for doubling ODA in five years. However, based on
factors such as subsequent appreciation of the yen, Japan
formulated the First Medium-Term Target of ODA-aimed at
doubling ODA in three years-in July 1978, which Prime

Minister Takeo Fukuda announced at the Bonn Summit. Five

medium-term targets such as this were subsequently formulated
becoming the driving force of the steady quantitative
expansion of ODA. These were government-level declarations
of intenfion toward intemational community about ODA quantity
containing specific figures, which were not formulated by
other advanced couniries at that time. They had a systematic
gignificance in the field of international cooperation,
indicating the positive stance of Japan, which positioned ODA
ag an important pillar of international contribution.

In addition, to address the problem of accumulated debt of
developing countries, which was one of the major issues for
the world economy at that time, expansion of the circulation
of funds to developing countries including financial coopera-
tion other than ODA was also conducted. And in 1987, the
Japanese government announced the Financial Recycling
Scheme.>? Through these measures, Japan's ODA achieved

significant expansions from the end of the 1970 through the

21. In this period, Japan's economic advance into Southeast Asia was remarkable, but expansion in the imbalance of trade and the
explosive private-sector advances became over-presence and then brought out distrust in Japan, intensifying anti-JTapan senti-
ment and movements. As a contribution to respond to such distrust, the necessity for ODA-based financial cooperation started to
be recognized. In addition to the necessity for expansion of ODA as a strategy for Asia, particularly ASEAN, Japan came under
pressure to strive for a gystematic expansion of ODA from a more comprehensive perspective, as the international community
requested Japan to expand its assistance so that it became commensurate with its economic scale, due to the dramatic expansion
in the trade surplus.

22. Plan in which, in 1987, then Prime Minister Yasuhiro Nakasone pledged and announced "Financial recycling scheme of $30 bil-
lion," which combined $20 billion for developing countries, included in the emergency economic measures published in May of
that year and $10 billion , carried out through international organizations since 1986. Subsequently, $35 billion was added at the
Arche Summit of 1989, and expansion to more than $65 billion over five years was declared {of which, more than $10 billion
was provided through the OECF and the Export-Import Bank of Tapan to countries to which the New Debt Strategy was applica-
ble such as the Philippines and Mexico). In the end, $67 .2 billion was disbursed by 1992, achieving the declared numerical
target (JBIC, History of the Overseas Economic Cooperation Fund Japan, p. 51).
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1980s. Among DAC countries, Japan moved ahead of West
Germany to third position in 1983 and ahead of France to
second in 1986.

In addition to the Japanese assistance's quantitative expan-
sion mentioned already, its quality had alzo improved in this
period. Disaster Emergency Assistance, Cultural Grant Aid,
and Grant Aid for Increase of Food Production started in
1973, 1975, and 1977, respectively, while in 1986, Structural
Adjustment Loans (SAL) with the World Bank were started
by the OECF. Evaluation of ODA was starfed in 1975, focusing
on ex-post evaluation of individual projects, while publication
of the Annual Evaluation Report on
Japan's Economic Cooperation began
from 1982.

In providing information to the public
regarding ODA, the first issue of Japan's
Official Development Ass-istance, the
predecessor of the present ODA White
Paper, was published in 1984, and it has
been published annually since that year.

Regarding improvement in the quality
of assistance, the distortions of cultiva-
tion of an overemphasis on economic
development became evident in many
developing countries aiming to break

away from underdevelopment and poverty,

while the challenges regarding both

Project in the Middle East region in the 1980s

environmental congervation and human rights protection came
to be recognized. Particularly in the beginning of the 1980s,
criticism increased that due conszideration about problems was
lacking in development programs advanced with the support
of international organizations and developed countries, while
various guidelines were formulated in the OECD-DAC
regarding consideration for the environment in implementa-
fion of assistance. Subsequently, while promoting to consider
adequately the environment on the developing country side,

the OECF formulated the Guidelines for the Consideration of

the Environment in October 1989 with the objective of inves-

(Second Bosphorus Bridge: Turkey)

Chart 1-16 Trends in Japan's Bilateral ODA by Region
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tigating and checking this issue more effectively and efficient-
ly.

Meanwhile, due to the expansion of ODA and the changes
in the international economic situation, the contents and prior-
ity areas of Japan's assistance diversified more in thiz period.
In line with the increase in the number of countries receiving
aszistance, Japan's ODA shifted from its complete focus on
Asia until then and increased its share for the Middle East,
Africa, Central and South America, and the Pacific region.
The first oil shock of 1973, in particular, triggered awareness
of the importance of the Middle East region for Tapan.
Congequently, since then, economic cooperation for the
Middle East region has been expanded significantly. The
share of the Middle East region in bilateral ODA moved from
0.8% in 1972 until it reached 24.5% in 1977. Subsequently,
because of factors such as the stabilization of oil supply and
changes in the Japanese structure of energy consumption, the
share of the Middle East region hovered at about 10%o through
the 1980s.

Expansion of assistance for field of basic human

needs

In the context of the trends in infernational assistance at
that time, the objective of meeting basic human needs (BHN)
was emphasized.

Since the mid-1960s, because the development of devel-
oping countries could not make the desired progress, and dis-
satisfaction with the situation came to be expressed on the
side of developing countries, moves increased to review the
assistance provided until then, in which economic growth was
prioritized. The Pearson Report,” published in the Annual
Meetings of the International Monetary Fund (IMF) and
World Bank Group in 1969, and the Tinbergen Report™ of
1970 launched the philozophy of placing emphasiz on support
for the BHN field, which advocates sustainable improvement
of the welfare of individual as the ultimate goal of develop-
ment. Meanwhile, then President of the World Bank Robert
McNamara set forth the definition of "abzolute poverty” in
1973, while proposing a development strategy aimed at reduc-
tion of poverty. The trend in international assistance shifted

from assistance placing emphasis on the economic growth to
assistance oriented toward measures for poverty reduction in
developing countries.

Drawing upon this shift in the international trend of assis-
tance, JTapan, too, expanded assistance for BHN and assistance
for human resources development.

In 1979, then Prime Minister Masayoshi Ohira made a
speech on Japanese assistance's strategy of placing emphasis
on human resources development at the Fifth General
Assembly of the United Nations Conference on Trade and
Development (UNCTAD), announcing that assistance for the
BHN field would be actively conducted. In addition, the rate
of support for the BHN field, comprized of agriculture,
forestry and fishery, education, social infrastructure, welfare,
health care, food assistance, and emergency assistance, was
about 10%0 until 1977, but rose to 23% in 1978, and had been
hovering in the 20-39% range since then.

Meanwhile, the first oil shock reminded people of the
aspect of securing natural regources including oil as an objec-
tive for assistance. This lesson gradually led to the strong
recognition of the interdependent relationship with developing

countries.

Movement to systematize the philosophy

In the 1980s, a movement to systematically compile the
philozophy of JTapan's ODA had emerged. This was because,
in line with the completion of payment of reparations in 1976
and the quantitative expansions of Japan's ODA, it was indis-
pensable to require the understanding of the public regarding
why the assistance for developing countries was necessary.

In such circumstances, MOFA compiled under the editorship
of the Director General of the Economic Cooperation Bureau
a report entifled "Economic Cooperation: Present and Future--
North-South Problems and Development Assistance.” Thig
repott calls for the establishment of a philosophy of assistance
bazed on economic security in the broad zense and considers
Japan's economic cooperation not only as an international
responsibility but alzo for a special significance because of the
international environment in which Japan is placed. The report

mentions the following two points.

*| Pearson Report

Based on a request by then President of the WWorld Bank Robert McNamara, former Frime Minister of Canada Lester
Fearson created and chaired a seven-member commission, which produced this report relating to the development
strategy in the |970s. Published at the annual meeting of the World Bank and the IMF in 1969, it recormended the
target of making ODA 0.7% of GNF and the target regarding conditions for the provision of loans.

*2 Tinbergen Report

Report in which the UN Committee for Development Planning, by Dutch economist Jan Tinbergen, set out the
desirable form of development in the | 970s Recommended and proposed the "Second UN Development Decade.”
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(1) Only in the context of world peace and stability can
Japan secure its survival and prosperity. Furthermore,
for JTapan, a peaceful country, the policy of providing
economic support is the only positive means.

(2) Japan, with few natural resources, must place empha-
sis on trade for securing imports of natural resources,
and the interdependent rel ationship between JTapan and
developing countries iz extremely deep. Maintaining
friendly relations with these countries is extremely
important for Japan's economic development.

In 1980, "the Philosophy of Economic Cooperation :Why
Official Development Assistance iz Necessary," a paper com-
piled by the Economic Cooperation Research Association
which was organized by a working-level official of MOFA,
raized two points as the basic philosophy of the Japanese eco-
nomic cooperation-humanitarian and moral considerations,
and awareness of interdependence. Furthermore, it stresses
that Tapan faces more needs than other developed countries
for actively promoting assistance for developing countries
because of the unique JTapanese position particularly as (1) a
peaceful nation; (2) a major economic power continuing to
develop in the future; (3) having an extremely high level of
economic dependence on foreign countries; and (4) having a
position of drawing special expectations from developing
countries as a modern non-western state.

Meanwhile, in the same period, the Policy Research
Association®* of then Prime Minister Ohira took up economic
cooperation for developing couniries from the perspective of
comprehensive security. A report submitted in 1980 took the
position that the stable development of North-South relations
was particularly important for Japan, and stated that Tapan had

to play a major role in the development of developing

Site of construction of Educational and Cultural CGenter Egypt, 1987
(Phato: JIGA)

countries as part of efforts for comprehensive security and
establishment of order between North and South, making the
following points regarding economic cooperation.

(1) For advanced industrial nations including Japan, con-
fributing to the domestic development of Southern
countries by promoting economic cooperation and
aszistance, and maintaining and strengthening friendly
and mutually beneficial relations with these countries
through thiz confribution is an extremely important
issue. Since Japan is a peaceful country, expected to
have more economic growth in the future, and hag an
extremely high level of foreign dependence for natural
resources and energy, it must-more than other
advanced countries-be active in providing economic
and technical cooperation.

{2) Economic cooperation iz a central policy for Japan in
developing long-term friendships with countries that
are politically and economically important, and it is
the only positive means Japan can take in international
relations.

(3) Developing countries expect highly to learn from the
experiences of Japan, achieved modernization in a lit-
fle less than 100 years with a background completely
different from the West both culturally and racially.
For this reason, playing a major role in establishing an
order between North and South iz Japan's historical

mission.

Movement for structural adjustment

In development theory in the 1980s, structural adjustment
loans (SALs) of the World Bank became the mainstream. The
oil shocks that occurred twice in the 1970s led to the start of
SALg. The gzecond oil shock, in particular, worsened the eco-
nomic gituations of many developing countries noficeably.
After Mexico announced firstly that it was stopping the
payment of debt in 1982, Nigeria and the Philippines in 1983,
and Brazil in 1987, announced that they were stopping the
payment of medium and long term debt to private banks. By
doing so, developing counfries-mainly in the counfries of
Central and South America-had fallen into a debt crisis.

For rescuing these developing countries, project-type
aszistance or assistance for securing liquidity over the short-
term to respond to the temporary worsening of the finances of
developing countries alone was insufficient. And international

organizations came to recognize the necessity for support for

23. As the Policy Research Association of Prime Minister Ohira, more than 200 experts conducted research regarding nine themes,

and compiled their results into a report.



"Issues Related to the World Bank's Approach to Structural
Adjustment: A Proposal from a Major Partner" by the OECF

In November 991, the Overseas Economic Coaperation Fund (QECFE at present |BIC) presented at regular
policy consultations with the World Bank a paper entitled "lssues Related to the World Bank's Approach to
Structural Adjustment: A Proposal from a Major Partner” ("the Shimomura Paper"), raising important problems
regarding the desirable form of the SALs that the World Bank had introduced in 1979,

When the cumulative debt problems of developing countries worsenad by the second ail ¢risis of 1972, the
World Bank provided support for international balance of payments (structural adjustment loans) conditioned
on policy changes in these countries. In this context, Japan also recognized the necessity for such support, and
started to provide through the OECF co-financing for World Bank SALs from |986, extending in
the subsequent period until fiscal year 1991 approximately 450 billion yen in support in total.

On their execution, SALs were given borrowing conditions called "conditiondity." These conditions were
based on the neoclassical school of econamic theory, placing emphasis on market principles. To be specific,
implementation of polides of trade liberalization and privatization are set as the conditions for loans, while aim-
ing to improve the economic structure of loan recipient countries and stabilization of their economic conditions
through implementation of these palices are set as the abjective. However, some recipient courtries cannot yet
prepare the ground for adopting polices of trade liberdization and privatization. Among them, there are aso
some countries in which execution of policies based on conditionaity led rather to confusion, increases in
domestic poverty and the disruption of rising inflation.

Japan, based on the consistent stance of placing emphasis on the self-help efforts of developing countries
themselves, had provided developing assistance while giving full consideration to the domestic conditions of indi-
vidual developing countries in the implementation of individual projects. Furthermore, from the experience of
Japan itself and the development experiences of Asia, Japan had come to recognize that the concept of condi-
tionality assodiated with the 5ALs of the Warld Bank was nat suited to the actual economic and social conditions
of developing countries,

The Shimomura Paper acknowledged the point that promotion of efficiency in distribution of resources
through market principles-which forms the backeground to the concept of conditionality-is important in econom-
ic policy. However, it also pointed out that policy emphasizing only that point lacks balance, and-contrary to its
intended effect-loses the significance of introduction of market principles. It gave consideration to not only
promoting deregulation and liberalization and privatization of trade, but also the possibility of exerting a disad-
vantageous effect on the socialy weak by pursuing economic efficdency, while raising the problem of the necessity
to conduct policy assessment from a balanced long-term perspective that maximizes the welfare of society as a
whole,

After its publication, the Shimomura Paper was read not only by the World Bank but aso by many people
involved in development, casting the first stone in the debate regarding review of 5ALs. It led to a movement
within the ¥World Bank to seek improvement of SALs, as well as one to recansider the desirable form of devel-
opment, questioning what should be done to achisve the sustainable development of developing countries.

Subsequently, the arguments of Japan, which placed emphasis on aspects such as the validity of the role of
governments of developing countries, aroused further interest through the publication of "The East Asian
Miracle" (1983}, a report compiled by the World Bank in respanse to the initiative of Japan, disseminating a

tolerant position on economic palicy that differed from neoclassical economies.
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the stabilization of macro-economies over the long term and
to make this sustainable. Acknowledging such a situation, the
‘World Bank, which had originally been a financing institution
for development projects, decided in 1979 to start non project-
type SALs as a new form of medium to long term develop-
ment assistance including improvement of the economic struc-
ture of developing countries. Based on the recognition that
economic efficiency should be promoted through small gov-
ernment and the power of free markets, SATs provide capital
to developing countries fallen into a debt crisis, on condition
that they tackle the economic structural problems that form
the background to the debt problems, fiscal deficits, difficul-
ties in international balance of payment etc. facing them (con-
ditionality).

World Bank SALg, for which the provision of credit by
the IMF was positioned as a condition, advanced structural
adjustment in an integrated manner between the IMF and the
‘World Bank. The World Bank established a special fund in
1985 targeting the countries of Sub-Saharan Africa, for which

the burden of debt repayment is particularly heavy and the

economic structure particularly weak, appealing to advanced
countries for concerted lending. In response to this appeal,
Tapan first provided SALs from the OECF as concerting lend-
ing with the World Bank in 1986. Furthermore, since then,
Japan has also collaborated with the ADB, the Inter- American
Devel opment Bank(IDB), and the African Development Bank
(ATDB). By doing o, at the end of 2003, Japan had provided
78 cases of Yen loans in total amounting to 967.6 billion yen.
However, compared to international development theory
of that time, which favored small governments, Japan's devel-
opment philosophy was different in that it placed more impor-
tance on the role of the government in devel opment. Through
an OECF paper® of 1990, Tapan declared to the international
community its unique policy, bazed on the experience of the
economic development of East Asia. Subsequently, as it
became clear that World Bank SALs could not yield the
desired effect, the philosophy of the international community
including the World Bank, shifted its focus to institutions such
as governments (governance etc.). Amid such changes, the

philosophy of Tapan, consistently placing emphasis on the role

The first GGP, Conztructing Project for Shanxi-Sheng Jingbian-Xian Donghang-Chuzhong Junior High School FY 1988 China Top: Old school building

Bottom: Mew school building

24. "Issues Related to the World Bank's Approach to Structural Adjustment: A Proposal from a Major Partner,” presented at a regu-

lar meeting with the World Bank in 1991.



Chart 1-17 Budget and Cases of Grassroots/Human Security Grant Aid
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of governments, had a steady influence in the international

community.

Becoming top donor by total amount among DAC
members
Baszed on repeated medium-term targets, Japan strived to
expand its ODA. Consequently, in 1989, the amount of expen-
diture on ODA came to 8.97 billion dollars, as Japan moved
ahead of the United States for the first time to become the
world's top provider of assistance. In the 19908, Western
countries alzo had "aid fatigue" after the end of the Cold War,
and the ODA amount of the entire world showed a frend of
reduction.?* However, Japan steadily increased its ODA budg-
ef even from 1989, while in the 10 years from 1991 to 2000, it
provided approximately 20%o of the total amount of OD A sup-
plied by DAC members, becoming literally the world's top
donor.
The Japanese amount of ODA reached an historical high
level in 1995-14.489 billion dollars on a net disbursement
basiz. ODA budget in the general account alzo increased every

fizcal year compared to the previous year until 1997.

Start of grassroots assistance

Along with the diversification of demand for aid in devel-
oping countries, it was required to extend assistance that is
small in scale and mobile. As a result, grassroots assistance
started in the second half of the 1980s. The Small Scale Grant
Asdistance (SSGA) scheme, targeting non-governmental bod-
ies (Non-Governmental Organizations (NGO), local public
authorities, schools, hospitals efc.) that carry out grassroots-
level development projects, and the NGO Project Subsidy
gcheme, for development cooperation activities conducted in
developing countries mainly by JTapanese NGOs that assisted
with part of project costs, were established in 1989. SSGA
made it possible to implement small-zcale tasks that had been
difficult to address in the past. It earned high praise from vari-
ous directions as fine-tuned assistance that gives direct benefit
at grassroots level. Meanwhile, the time required for the
approval of items is reduced to the minimum by prompt and
accurate responges by Japan's foreign diplomatic missions,
which have a thorough knowledge of various local circum-
stances. Every year, SSGA has expanded in gcale. In fiscal
year 1995, it was renamed Grant Assistance for Grassroots
Projects (GGP). In fiscal year 2003, it was expanded to
Grassroots/Human Security Grant Aid, in order to reflect

more strongly the philosophy of human security.

25. The overall ODA disbursement of DAC members as a whole fell from $53.8 billion in 1992 to $47.7 billion in 1997.



Section 3
Substantial Policy and Philosophy Shap-

SIS ATATSL

ing Period (1992-2002)

Formulation of the ODA Charter

Japan had made efforts to systematize its philosophy of
assistance in response to ODA's quantitative expansion and its
heightening position and increasing responsibility in the inter-
national community. Entering the 1990z, Japan was so much
more required to clearly express the policy and view of
assistance domestically and abroad.

During the Gulf War of 1990, Japan contributed a total of
13 billion dollars, consisting of 2 billion dollars in 1990 and
additional contributions until 1991. Consequently, dizcussions
within the country arose on the desirable form of Tapan's inter-
national contribution after the Cold War. Particularly, in
relation to ODA, the issue of assistance and democratization
of recipient countries, as well as relationships between such
aspects as policies of assistance and for human rights, that of
military expenditures or arms export and import attracted
attention both in Tapan and abroad. Regarding these issues, the
government adopted the Four Key Principles for implement-
ing OD A% in 1991 and clarified Japan's aid policy.

Moreover, in order to accurately meet the diversification
of assistance needs, it is essential to establish clear philoso-
phies and principles, to increase understanding both in Japan
and abroad and to gain broad support. In this regard, Japan
adopted the ODA Charter, which summarizes medium and
long-term aid policy comprehensively, at the Cabinet in JTune
1992, in line with the Four Key Principles. As well as
international trends in assistance, the OD A Charter spelled out
the following four points as basic philosophies of assistance,
determined based on Japan's uniqueness and positive attitude
in light of the history, record, experience, lessons, etc. of
Japan's ODA: (1) humanitarian viewpoint, (2) recognition of
interdependence, (3) environmental conservation, and (4)
support for the self-help efforts of developing countries
towards their take-off. In addition, the ODA Charter specified
Asdia as the priority region while it listed such areas as the
approach to the global problems, assistance to the BHN sector,
human resources development, infrastructure improvement
and structural adjustment, as priority issues. It also specially
noted the intensification of policy dialogues, consideration to

the zocially weak including women and children and to
redressing the gap between the rich and the poor, injustice and
corruption and so on, as well as clarifying the idea of promot-
ing information disclosure.

In thiz way, it had great significance for the history of
Japan's assistance that Japan actively presented its own aid
policy, including relationships between assistance and military
expenditure, democratization, etc., to the international com-
munity in the form of the ODA Charter. This presentation was
on the basis of its own achievements and experience in its
nearly 40-year history of assistance to developing countries,
while recognizing the changing times heralded by the end of
the Cold War. Since then, Japan has strengthened political
rezponses in ODA and enriched its aid policy in line with the

philosophies indicated in the ODA Charter.

Strengthening Policy Formlation of Japan's Regional

and Country Assisstance

Entering the 1990s, Japan had strengthened political
responses in region/country-specific agsistance policies.

Representative examples of the region-specific ones are
promotion of development cooperation for Africa through the
TICAD process and active efforts for the development of the
Mekong region mainly targeting new ASEAN members. In
Africa, the rate of the population living in poverty is highest
in the world, and conflicts, famine, infectious diseases, accu-
mulating debts and other serious problems are concentrated
there. Japan recognized the seriousness of African issues, and
has provided support focusing on Grant Aid since the early
1990s for the poverty and social development sectors while
taking active initiative in development cooperation for Africa
in the international community. Concretely, when international
interest in Africa waned along with the end of the Cold War,
Tapan held three TICAD meetings starting in 1993 (1993,
1998 and 2003) to rekindle the interest of the international
community. Through these meetings, Japan advocated the
importance of the self-help efforts (ownership) of African
countries and partnership with the international community.
And since Japan invited the leaders of African countries
(South Africa, Nigeria and Algeria) to the Kyushu-Okinawa
G8 Summit in 2000, chaired by Japan, and held the talks
between African and (8 leaders, African issues has come to

be one of the key agenda items of G8 summits. As a result of

26. The Four Key Principles stipulated that when implementing OD A, full attention should be paid to (1) recipient countri e’ military

expenditures, (2) their development and production of mass destruction weapons and missiles, (3) their export and import of

arms, etc., and (4) efforts to promote democrafization and introduce market-oriented economy, and (5) the situation regarding

the securing of basi ¢ human rights and freedoms in the recipient country.



such efforts, interest in African issues has risen significantly
in the international community.

Regarding the development of the Mekong region, inter-
national interests increased after the stabilization of conditions
in the Indochina region in the early 1990s. And from the very
beginning of this trend, Japan provided active support to the
region. Concretely, Japan promotes the construction of the
"East-West Economic Corridor,” a road crossing this area, and
the "Second East-West Corridor,” a road linking Bangkok,
Phnom Penh and Ho Chi Minh City, through economic coop-
eration. Japan has also led infernational efforts, for example,
by proposing the establishment of the "Forum for
Comprehensive Development of Indochina” in 1993, while
actively promoting collaboration with the ADB and other
international organizations that implement a program for the
development of the entire Mekong region (Greater Mekong
Subregion (GMS) program). Even now, Japan continues to

strengthen ity cooperation. For example, Japan announced a

new initiative for development of the Mekong region at the

The Mekong Bridge at present

ASEAN-Tapan Commemorative Summit Meeting in
December 2003.

Japan also enhanced country-specific assistance policies.
In addition to conventional scheme-specific annual consulta-
tion, Japan started dispatching the comprehensive Study
Mission for Economic Cooperation to major recipient
countries” and had policy dialogues with them. And Japan
hag come to reveal medium and long-term country assistance
policies for the various countries in the Annual Report®® since
fiscal year 1993. Subsequently, Japan has come to formulate
country-specific assistance programs, which are more specific
than country-specific assistance policies, in response fo the
agreement at the Board Meeting of the Council of Overseas
Economic Cooperation-Related Ministers in 1998, which will
be mentioned later.

When implementing assistance to each country, Japan has
made political responses according to the principles of the
ODA Charter, which correspond to the Four Key Principles
for implementing ODA. Concretely, while actively promoting
favorable movements in relation
to the Principles through assis-
tance, if there are any such
movements, and, conversely, if
there are unfavorable movements
in relation to the principles, Tapan
hag firstly made diplomatic
efforts, for example, requesting
the recipient country to redress
the situation, and then taken
action as reviewing aszistance to
the relevant country through
comprehensive judgment of the
dination (more specifically, taking
appropriate measures on a fimely
basis, including suspension of
aszistance). Lef us cite some spe-
cific examples. Japan has urged
Cambodia, which has been
working on the democratization

and the restoration and recon-

Construction currently underway on the Second Mekong Bridge (sched-
uled to be completed in 2008}

struction of its devastated country
gince achievement of peace in

1991, to make diligent efforts for

27. Since figcal year 1987, Japan has dispatched the mission to major recipient couniries, such as the Philippines, India, Thailand,

Indonesia, Bangladesh, Pakistan, Sri Lanka, Egypt and China.

28. Japan's Annual Report on Official Development Assistance: The report had been formulated annually from fiscal year 1992 to

fizcal year 1999 and was developmentally integrated into Japan's Official Development Assistance White Paper in 2001.
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various reforms of the government, as well as provided active
support for democratization and reconstruction. And when
China carried out nuclear tests in 1995, Japan froze all types
of Grant Aid, except emergency/humanitarian assistance and
Grant Aid for Grassroots Projects, from August of the same
year.”” After India and Pakistan carried out nudclear tests in
May 1998, Japan took economic measures consisting of sus-
pension of new Yen loans and new Grant Aid, except emer-
gency/humanitarian assistance and Grant Aid for Grassroots
Projects.®”

Strengthening Sector-Specitic Assistance Policy

In addition to region/country-specific assistance policies,
Tapan also strengthened responses in sector-gpecific assistance
polices through announcement and promotion of various sec-
tor-specific initiatives. In the 1990z, such global issues as the
environment, population growth and infectious diseases
attracted attention through the international conferences led
mainly by the United Nations. Japan made clear its intention
to work actively on such new issues by making use of ODA.

As for environmental issues, Tapan has regarded them as
problems for all mankind The ODA Charter adopted by the
Cabinet in 1992 listed the "approach to the global problems

Chart 1 -18 List of Sect

-Specific Initiatives

Basic educanon

-5 i W

®Basic Education for Growth Initiatve (BEGIN) (2002}
@®Cupport in Education Sector to Low-Income Countries
{2002}

®Kananaskis G8 Summit
@K ananaskis G8 Summit

Health care/ infec-

@Global |ssues Initative on Populaton (Glly and AIDS
{1994
®Global Parasite Control Initiative (Hashimoto Initiative)

®lnternational Conference on Population and
Development
@Eirmingham G8 Summit

tious di
Ious diseases 1998
@ Ckinawa Infectious Diseases Initiative (ID1) (2000) ®yushu-Ckinawa G8 Summit
@nitatves for Sustainable Development toward the 21st | ®United Nations General Assembly Special
Century (15D} (1297) Session on Environment and Development
s @Assistance to Developing Countries for Combatng | ®Third Conference of the Parties to the UN
Environmental : e . .
- Global Warming (Kyoto Initative) (1997 Framework Convention on Climate Change
consenvaton
- {Kyoto Conference)
®Lrnvironmental Conservation Initative for Sustainable | ®World Summit on Sustainable Development
Development (EcolSD) (2002) {(Wssh)
@United States-Japan partnership to Provide Safe Water | ®World Summit on Sustainable Dewvelopment
and Sanitation to the World's Poor "Clean Water for {\WssD)
Water People’ Initiative (2002)

®lnitiative for Japan's ODA on Water (2003)
®Japan-France Water Sector Cooperation (2003)

@ Third World Water Forum
@®Third World Water Forum

Support for demo-
cratization

®Partnership for Democratic Development (FDD) (1996)

®Lyon GB Summit

Conflict and deve-
lopment

®Lction from Japan on Conflictand Development (2000)

@8 Foreign Ministerg' Meeting in Miyazaki

IT

®Comprehensive Co-operation Package to Address the
International Digital Divicle {2000}

@ yushu-Ckinawa GB Summit

WIDYgender

@Yomen in Development (WD) Initative (1995)

®Fourth World Conference on Women {Beijing
Conference)

Sustainable deye-
lopment

®Foizumi Initiative: Concrete Actions of the Japanese
Government to be taken for sustainable development -
Toward Global Sharing {2002)

®World Summit on Sustainable Development
(WSSD)

29. JTapan restarted Grant Aidin March 1997 after the implementation by China of a moratorium on nuclear tests since the last one in

July 1996, and signed the Comprehensive Nuclear-Test-Ban Treaty (CTBT) in September of the same year.

30. These measures were suspended in October 2001 in consideration of the subsequent progress of the situation and the efforts of

both countries.



such as environmental one” as the priority igsues under the
principle of "making environment and development compatible.”
Japan announced the Initiatives for Sustainable Development
toward the 21st Century (ISD) at the United Nations General
Aszembly Special Seszion on Environment and Development
in 1997 and strengthened its policy response to ODA in the
environmental sector. Then this initiative developed into the
"Environmental Conservation Initiative for Sustainable
Development (EcoISD)," formulated for the Johannesburg
Summit in 2002 to indicate the philosophy, policy and action
plan of environmental ODA. In line with this initiative, JTapan
started providing cooperation in the priority areas (global
warming, pollufion control, fresh "water” issues and congerva-
tion of natural environment), based on three philozophies;
human security, ownership and partnership, and simultaneous
pursuit of environment conservation and devel opment.

In particular, regarding efforts to address global warming,
Japan announced the "Kyoto Initiative" as measures to
support developing countries in addressing global warming, at
the Third Conference of the Parties to the UN Framework
Convention on Climate Change (COP3) held in Kyoto in
1997. In the context of implementation, Japan also made
efforts to strengthen actions by introducing and expanding
"Grant Aid for Global Environment"! (fiscal year 2001)
aimed at addressing environmental issues and Special Yen
Loan Interest Rates for Environment Projects (fiscal year
1997).% Moreover, in terms of procedure, Japan formulated
and released the "Tapan Bank for International Cooperation
(TBIC) Guidelines for Confirmation of Environmental and
Social Considerations” (fully enforced in October 2003) in
April 2002, for the purpose of environmental and social
congiderations. These guidelines were equipped with proce-
dure for opposition from local residents. They spearheaded the
enhancement of environmental and social considerations by
the revision of the JICA Guidelines for Environmental and
Social Considerations (March 2004) and the formulation of
the Guideline of Project Assessment for Japan's Grant Aid
{April 2004) thereafter (for the defails of the JICA Guidelines

for Environmental and Social Considerations and the
Guideline of Project Assessment for Japan's Grant Aid, see
Part IT, Chapter 2, Section 1).

With respect to the issues of population and ATDS, JTapan
announced the "Global Issues Initiative on Population and
AIDS (GIN" in 1994, ahead of the International Conference
on Population and Development, and strengthened its policy
response in this sector. In the GTI, Japan decided to conduct
support through comprehensive approach of direct coopera-
tion for population and family planning and indirect one, such
as primary health care, primary education, literacy education
and vocational training of women. Moreover, Japan
also provided cooperation in the HIV/ATDS sector, including
education and information on the preventive measures and
transfer of the testing technology.

Based on activities under the GII, which achieved results
far exceeding the goals over a seven-year period, Japan took
up the issues of infectious dizease as one of the major agenda
items as the Chair at the Kyushu-Okinawa G8 Summit in
2000, and announced the "Okinawa Infectious Diseases
Initiative (IDI)," which commits to implementing support for
measures to fight against HIV/ATDS, tuberculosis, malaria,
parasites, polio and other infectious diseazes with the target of
allocating three billion dollars in total over the subsequent five
years. Japan expressed the intenfion of strengthening support
for measures to fight against infectious diseases from the
experience in suppressing tuberculosis and parasites through
diszemination of public health activities after World War IL
Moreover, Japan introduced "Grant Aid for Child Health"**
(fizcal year 1997) in order to procure vaccines and micro-
nutrients and "Grant Aid for Infectious Diseases Prevention
and Treatment" {fiscal year 2001) focusing on measures to
fight against infectious diseases, thereby striving to strengthen
implementation.

Incidentally, JTapan's appeal for the importance of coping
with issues of infectious disease ahead of other countries
triggered a large international trend toward unified efforts to

fight against infectious diseases. This trend resulted in the

31. This grant aid was integrated with Water Resource Grant Aid and has become "Grant Aid for Water Security and Global

Environment."

32. Since June 1995, a lower interest rate (special environmental interest rate) than a general lending one has been applied to Yen

loans in the environmental sector with the aim of enhancing the incenfives of developing counfries to carry out environmental

conservation/improvement projects. In 1997, a further favorable conditionality (special interest rates for environmental projects)

was introduced and expanded for projects to address global environmental issues and pollution control projects.

33. Japan announced that it would provide assistance in the population/AID S sector with the target of all ocating approximately three

billion dollars in the seven years up to fiscal year 2000.

34. In 2000, "Grant Aid for Child Health" was expanded and "Grant Aid for Child Welfare" was newly established.
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establishment of the Global Fund to Fight ATDS, Tubercul osis
and Malaria in January 2002 after going through discussion at
the UN General Aszsembly Special Session on HIV/ATDS and
the Genoa G8 Summit in 2001.

As for gender, Japan included in the ODA Charter that
full consideration would be given to ensuring the active par-
ticipation of women in development and their obtaining bene-
fit from development. JTapan announced the "Women in
Development (WID) Initiative" at the Fourth World
Conference on Women (Beijing Conference) in 1995. By this
initiative, Japan clarified its policy of making efforts to
expand ODA in the WID sector in cooperation with other aid
bodies, while giving priority to improving the status of
women and narrowing the gender gap and especially focusing
on three priority areas-education, health, and economic and
gocial participation-and thereby strengthened policy respons-
es. Since then, in line with this inifiative, Japan has steadily
implemented activities in the WID/gender sector.

Such formulation of sector-specific initiatives has not
been limited to the sectors of environment, population,
infectious diseases. Japan also announced initiatives relating
to other sectors and issues, such as democratization, information
and communication technology (ICT), conflict and develop-
ment, education, and water and sanitation. Through them,

Tapan has enhanced effective implementation of ODA.

Japan's Contribution to the International Development
Goals

The strengthening policy formulation of regional/country
assistance and of sectional assistance mentioned above
enabled Japan to demonstrate itz own devel opment phil ozophy
more effectively than ever in the infernational fora.

Looking at the international trend in assistance, in the
1990s, emphasiz wag continuously given to the environmental
agpect, and development policy for poverty reduction shifted
again from structural adjustment to social sectors. In 1990,
the World Bank published a feature on the issue of poverty in
the "World Development Report.” In the United Nations, the
UNDP issued the first edition of the "Human Development
Report” in the same year and introduced the concept of the
human development index as a comprehensive economic and
gocial index that indicates the degree of human development
in each country. Moreover, the goal of reducing abszolute
poverty in the world to a half was clearly expressed at the
"World Social Development Summit” held in Copenhagen in
1995,

In responsge to such frends, the OECD/DAC formulated
"Shaping the 21st Century: The Contribution of Devel opment

Co-operation {Development Partnership Strategy)” in 1996.
This provided a basis for international aid policy from the late
1990s to the 2000s. In formulating this DAC Development
Partnership Strategy, Japan contributed greatly to formulating
bagsic principles, such as emphasis on ownership and partner-
ship, institution-building and capacity-building, and the
importance of the comprehensive approach.

In particular, when drafting the DAC Development
Partnership Strategy, Japan actively lobbied other countries
by, for example, proposing the setting of specific numerical
targets (International Development Goals (IDG=)), which sub-
sequently led to the numerical targets under the Millennium
Developing Goals (MDGg). In this DAC Development
Partnership Strategy, OECD/DAC dealt largely with poverty
and the related issue of BHN and advocated a new desirable
aid form by the international community.

The DAC Development Partnership Strategy contained
two principles: (1) ownership, which means that developing
countries themselves tackle development issues; and (2)
partnership, which means that developed countries think and
act together with developing countries, for achievement
of economic development. These principles, which have come
to be widely accepted in the international community, are in
line with the idea of supporting the self-help efforts, which
Japan has conventionally emphasized and indicated in the
ODA Charter. Japan has claimed this phil ozophy ahead of
other countries. Japan has believed from the outset that recipi-
ent countries could achieve economic independence through making
efforts for their own development based on self-help efforts
and that ODA could merely help for such efforts. On the basis
of experience in receiving support immediately after World
‘War IT and in remarkable development in East Asia, Japan has
consistently implemented assistance in the spirit of actively
supporting the individual efforts of developing countries.
Such longtime efforts and development phil osophy of Japan
have an important impact on the international trends in
development.

In September 2000, the "Millennium Declaration"” was
adopted at the UN Millennium Summit, and then compiled
into one common framework, the MDGs, in which the devel-
opment-related part of the Declaration and the DAC
Development Partnership Strategy were integrated. The
MD@Gs are common and primordial development goals for the
entire international community in order to create the basic
conditions for the future prosperity of humankind.

Subsequently, when the role of economic growth in
poverty reduction and achievement of the MDGs was empha-

gsized again, Japan's development philozophy had a great



Chart 1-19 From |DGs to MDGs
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Reduce the proportion of people living in
extreme poverty by half between 1990 and
2015

Enrall all children in primary school by 2015

Make progress towards gender equality and
empowering women by eliminating gender
disparities in primary and secondary education
by 2005,

Reduce infant and child mortality rates by two-
thirds between 1990 and 2015,

Reduce maternal mortality ratios by three-
quarters between 1930 and 2015,

Provide access for all who need reproductive
health services by 2015,

Implement national strategies for sustainable
development by 2005 g0 as to reverse the logs
of environmental resources by 2015,

l

Eradicate extreme poverty and hunger. (Halve,
by 2015, the proportion of people living on less
than $1 a day and those who suffer from
hunger )

Achieve universal primary education. (Ensure
that, by 2015, all boys and girls complete
primary school )

Promote gender equality and empower women,
{Eliminate gender disparities in primary and
secondary education preferably by 2005 and at
all levels by 2015 )

Reduce child mortality. {Reduce by two-thirds,
by 2015, the under-five mortality rafio])

Improve maternal health, (Reduce by three-
quarters, by 2015, the maternal mortality ratio)

Combat HWAIDS, malaria, and other diseases.

{Halt and begin to reverse by 2015 the spread
of HWV/AIDS and the incidence of malaria and
other major diseases )

Ensure environmental sustainability, {Integrate
the principles of sustainable development into

country policies and programs and reverse the

loss of environmental resources. Halve, by
2015, the proportion of people without
sustainable access to safe drinking water,
Achieve, by 2020, signiﬁcant improvem_ents in
the lives of atleast 100 million slum dwellers )

Develop a global partnership for development
{Develop an open trading and financial system.
Address the needs of LDCs, landiocked and
small island developing states Deal with
developing countries' debt problems, develop
work for youth, provide access to drugs in
developing countries, and make available the
benefits of new technologies,
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impact in the international fora. The World Bank argued that
attention should be paid once more to the role of infrastructure
in development, which was incorporated, as a measure to promote
growth, in the Communiqué of the IMF/World Bank
Development Committee in April 2003. Moreover, the World
Bank announced that it would start joint research with JBIC
and the ADB on infrastructure development in East Asia.
After holding a seminar in Tokyo in January 2004 and doing a
workshop with the participation of local government officials
in Indonesia, etc., the World Bank will present the results
thereof at a seminar in Tokyo at the beginning of 2005 and
will compile a report thereon.

Support in Response to the Asian Currency Crisis

Japan alzo provided active support in response to the
Asdan Currency Crisis in 1997. On the occasion of the crisis,
Tapan coordinated ODA and Other Official Flows {(OOF) and
provided active support. In addition to support through the
IMF, Japan provided support based on the New Miyazawa
Initiative and other support such as special Yen loans. Japan
announced that it would provide the amount of approximately
80 billion dollars, which was the largest assistance among
related countries, and disbursed approximately 70 billion
dollars thereof by 1999. Such support for coping with the
Asian Currency Crisis was highly appreciated not only by the
Asian countries that received assistance but also by the
international community on the ground that Japanese support
greatly confributed to maintaining stability in Asia and steering

the region from crisis to recovery.

Shift of ODA Budget to a Downward Trend

‘While TJapan's financial situation became increasingly
severe in the late 1990s, it came to be inevitable to review the
quantitative expansion of ODA. According to a Cabinet
decision made in response to a report of the Fiscal Structural
Reform Conference in 1997, the government planned to
reduce the level of ODA budget each fiscal year during the
period of intenzive reform by promoting a shift from quantity
to quality in consideration of the critical financial conditions
and not to formulate a new medium-term target accompanying
the quantitative goals. As a result, general account ODA
budget decreased by 10.4% from the previous fizcal year, and
ODA budget thereafter turned to a downward trend.

On the other hand, in the United States, although assis-

tance had plateaued through the 1990s, the aid policy changed
significantly because development issues have been given a
higher priority since the terrorist attacks on September 11,
2001.% As specific initiatives, in March 2002, U.S. President
George W. Bush announced that the United States would
increase the ODA by five billion dollars annually by fizcal
year 2006 and established the Millennium Challenge Account
(MCA). Furthermore, European Union (EU) countries
expressed, at the International Conference on Financing for
Development in March 2002, that the entire EU would
increase ODA to achieve the ODA to Gross National Income
(GNI) ratio of 0.39% by 2006 after positioning the conference
as a historic opportunity for advancing toward achievement of
the MDGs.

Looking at JTapan's ODA budget thereafter, it decreased by
309 in seven years after peaking in fiscal year 1997, and has
confimied on a downward frend. According to DAC statistics, Tapan's
ODA disbursement amounted to approximately 9.85 billion
dollars (approximately 1,196.4 billion yen) in 2001, and Japan
ceded its position as the top donor in the world since 1991, to
the United States, and became the world's second largest
donor. In DAC statistics, disbursement on a net disbursement
basis iz used, which iz calculated by deducting the amount
repaid by developing countries from Yen loans, etc. provided
by Japan in the past. Since the repayment of loan aid has
largely accumulated in recent years, the level of net disburse-

ment of Japan's ODA has been further pushed down.

Formulation of the Medium-Term Policy on ODA

Against the backdrop of the severe economic/financial
gituation and changes of the domestic and internati onal
environment surrounding ODA, there were wide-ranging
discussions on the desirable form of ODA in the late 1990s. In
such circumstances, the Japanese govemment infroduced various
measures to enhance the transparency and efficiency of ODA
at the Board Meeting of the Council of Overseas Economic
Cooperati on-Related Ministers in 1998. Japan made efforts to
clarify its basic philosophy of ODA and the specific way of
proceeding with assistance. For example, Japan formulated in
1999 the "Medium-Term Policy on Official Development
Agdistance (hereinafter referred to as "Medium-Term Policy
on ODA")" as a policy paper discussing how to proceed with
ODA over a period of about five years with a focus on the

quality of assistance. The Medium-Term Policy on ODA set

35. In the U.5. National Security Strategy published in September 2002, one section was devoted to covering the promotion of

development, and poverty reduction was raized as the priority of foreign policy.

36. On an initial budget basis.



Japan's Responses to the Asian Currency Crisis

A series of currency/economic crises in Asia started with the sudden dedine of the Thal baht in July 1997,
and then transmitted to country after country in the region, including Indonesia and the Republic of Korea
(ROK), causing an unprecedented economic crisis involving the entire regional economy. The real economy of
these countries, which had been praised as the "East Asian mirade" and had achieved continued high growth,
drastically deteriorated, In 1995, al the countries experienced major negative growth (Thailand: -10.5%;
Indonesia -13.1%; Republic of Korea (ROK): -6.7%).

The series of crises had a serious impact on the socid and economic aspects of those countries, but beyond
that, its serious influence on the entire global economy, induding Japan, was causing concern. To start with, Japan
hosted a meeting of supporting countries for Thaland in Tokyo (August 1997y and then played aleading role in
bilateral assistance in the initid response to the crises in cooperation with internationa organizations and other
7 countries. In addition, it provided not only support for liquidity to compensate temparary lack of funds but
dso long-term stable funds by using all of its palicy financing vehicles, induding Yen loans. Thereby, Japan did its
utmost to bring about the recovery and stabilization of the real economies of Asian countries,

The series of measures taken by the Japanese Government was & follows {in chronological order):

[ 1] Bilateral assistance within the internationa framework centered on the IMF (from August to December

1997)

[2] Emergency Measures for such as the Economic Stabilization of Southeast Asia (February |998)

[3] Comprehensive Economic Measures (April 1993)

[4] New Mivazawa Initiative (October 1998)

[5] Emergency Economic Measures (November |998)

[6] Second Stage of the New Mivazawa Initiative (May 1999)

Among these measures, the New Mivazawa Initiative, which was announced at the IMFAWorld Bank Annual
Meeting in October 1998, declared preparation of a finandial support scheme totaling 30 billion dollars in scale,
including medium and long-term finandia assistance by Yen loans, loans from the Bxport-mport Bank of Japan,
ete, to bring about the recovery of the real economies of Asian countries. tt was the largest support package in
the series of support measures. The provision of such alarge credit line made clear Japan's solid attitude toward
providing support to countries in crises and served as a major backing for the restoration of the international
confidence of these countries. In addition, specific support under this initiative also induded social safety net Yen
loans (approximately 0.38 billion dollars in March 199%9) which contained job-creation, health care, nutrition pro-
grams, ete. for Indonesia. When implementing the suppoart, the Japanese Gavernment gave full consideration to
those who fell into poverty due to the impact of the ¢risis. In addition to these activities, Japan took such action
as the provision of specia Yen loans (loans with concessive terms to affected countries in order to support eco-
nomic structural reforms) and the introduction of a preferential interest rate system to support structura adjustment.

Other than these measures, |apan dispatched experts for improving the environment for human resourcas
development, ete, implemented technical cooperation such as acceptance of frainees, emergency assistance for
food and medical products, and provided grand aid for humanitanan/medical care/heath measures.

Due to such measures, these Asian countries were able to overcome the crisis in a short period,
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Chart 1 -20 Trends in ODA Budget
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out such ideas as emphasis on ownership of developing
countries and partnership, assistance that matches the actual
conditions of each country, emphasgiz on cooperation
and division of roles among the organizations and the private
gector, human-centered development and active endeavor to
increagze the "visibility of Japanese aid." It also indicated that
Tapan would place greater emphasiz on poverty alleviation
programs and social development, and "soft" types of aid
including human resources development, policy-related assis-
tance. The Medium-Term Policy on ODA did not set any
quantitative goals in consideration of severe financial

circumstances.

Promotion of ODA Reforms

Japan has made efforts to improve the efficiency and
quality of assistance by promoting ODA reforms following
the formulation of the Medium-Term Policy on ODA. To
implement assistance effectively, it is indispensable to provide
aszistance after grasping sufficiently the economic/social
conditions and development issues of each developing
country. From this viewpoint, Japan started in 1998 formulating
Country Asgistance Policies, more specific than country
assistance plans in the past, describing the objectives and the

priority sectors of assistance over a period of about five years,

for major recipient countries. Japan's ODA iz now
implemented under the ODA Charter, in line with the
Medium-Term Policy on ODA and Country Assistance
Policies.

Around the same time, adminisirative reforms at the central
government ministry and agency level were alzo promoted.
In June 1998, the Basic Law on the Administrative Reform of
the Central Government was enacted, and the Ministry of
Foreign Affairs came to serve as the core of integrated
coordination of the entire government regarding the overall
plan for ODA. Collaboration among ministries and agencies
wag also promoted. In addition, efforts for reforms were also
made at the implementing agency level. The Export-Import
Bank of Japan and the Overseas Economic Cooperation Fund
{(OECF) were integrated in October 1999, becoming the Japan
Bank for International Cooperation (JBIC), an agency that
implements both types of foreign financial aid-JTapan's Yen
loang and Other Official Flows (QOF)-in an integrated way.

The Final Report of the Second Council on ODA Reform
at the end of March 2002 presented proposals consoli-
dated into three key terms-"public participation,”
"ensuring transparency” and "enhancing efficiency." In
response to this report, the "Board on Comprehensive ODA

Strategy"*! was launched in June of the same year. Then in



Apr 1297

Council on External Economic Cooperation discusses
the asic understanding of QDAL

Council on DA Beforms for the 24st Century (First
Council on DA RBeform) is launched,

May First Council on ©DA Reform pubklishes an "Urgent
Statement on Fiscal Structural Reform”
dune First Council on DA Reform publishes the "“Interim
Report”
Jan. 1228 First Council on CDA Reform publishes the "Final
Report”
June Bas=ic Law on the Administrative Beform of the Central
Government is enacted.
Forgign Econcomic Cooperation Council submits "Cn
Fromotional Measures for Future Economic Coopearation.”
duly Frime Minister Keizo Cbuchi instructs of the need for
steps o improve transparency and efficiency of ODA
o, Atthe Bureau meeting for Council of Overseas Economic
Cooperation-Related ministries and agencies agree on
the "Fromotion of Transparency and Efficiency of ODA"
Apr. 1222 Japan Bank for International Cooperation Law is
snacted,
Jduly Liberal Democratic Farty Special Committes on External
: Economic Cooperation announces the proposal for
"Strategic Implementation of Economic Coocperation
toweard the 24st Century.”
Lawve for the Estabklishment of the Ministry of Forsign
Affairs is enacted.
Aug, Council of Overseas Economic Cooperation-Related | "Medium-Term Folicy on Official Development Assis-
Ministers i=s held.: "Medium-Term Pcolicy on Official |tance"is puklished.
Development Assistance”
House of Councillors Committee on Owversight of Ad-
ministration adopts the "Resolution on DA
Tt Japan Bank for International Cooperation is established.
hlar. 2000 ‘Inter-dinisterial Mesting on QDA starts to be held.
by 2004 Second Council on CDA Reform is launched.
Allg. Second Council on ©DA Reform publishes the "Interim
Feport”
Fek, 2002 "Ten Reform Pfinciples to Ure an Spen Foreign
Fimistry (Large-boned Policy ) is published
Advisory Board for the Reform of the Ministry «of Foreian
Affalrs is launched
hAar Second Council on CDA Reform submits the 'Final
Feport”
Jure Board on Comprehensive CDA Strategy is launched.
by Task Force on Foreign Relations for the Prime Minister | "Fifteen Specific Measures for QDA Beform” is published.
submits the "Japan's DA Strategy " Advisory Board for the Reform of the Ministry of Foreign
T=n Recommendations for the Reform of MOFEA Affairs publishes the "Final Beport”
Revitallzing Diplomacy that Serves the blaticnal Interest
presented the Liberal Democralic Party Is puklished.
'Fifteen Speciic Measures for CLA Reform” |2 published
Allg. “Action Program” for the Reform of the Minlsty of Foreign
Affalrs is formulated
o, Experts’ Meeting on Financial Cooperation starts to be
held.
Ciec, LOF'=s ©DA Reform Working Team makess a report, |"CDA Reform: Implementation of Three kMeasures" is
'Specific Measures for QDA Reform: toward ODA that | published.
could e understood by the puklic” The I N Report on "Crganizational Reform" of the
ign Affairs |s pub
Fabi, 2003 ‘Committes for Grant Aid" starts to be held.
Mar. Country-bbased QDA Task Force is launched. '"Final Besport" on Structural Reform of the Ministry of
Council of Cwverseas Economic Cocoperation-Belated | Farsign Affairs = subrmitted
Ministers is held.. "Basic Folicy on Revision of ODA
Charter
Apr "Country Assistance FPlanning Division" is established
within the Economic Cooperation Bureau, hMinistry of
Foreign Affairs.
Aug, Council of Owverseas Economic Cooperation-Related | The "ODA Charter” iz revised.
Ministers is held.: Bevision of the ©DA Charter
ot Jdapan Internaticonal Cooperation Agency (JICA) be-
comes an independent administrative institution.
Apr. 2004 JICA restructures its organization,
Council of Owverseas Economic Cooperation-Related
Ministers is held.: "Pesace Building by Utilizing ©ODA
including Assistance of Iragi Reconstruction,” etc.
Aug, of Foreign Affairs implements Institutional reform

Divislian," irat Countr Assistance
F vision" and cond Country tarcs
Flanning Division'! are estaklished within the Economic
Cooperalion Bureau

MNote: Black textindicates movements relating to CDA reforms, while blue text signifies movements related to the reform of the Ministry
of Foreign Affairs.
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Tuly, the '"Fifteen Specific Measures for ODA Reform" was
igsued for five areas; "auditing,”" "evaluation,” "partnership
with NGOs," "exploring, fostering and utilizing human
resources” and "information disclosure and publicity,” under
the principle of immediately implementing whatever reforms
were possible, and consequently, reforms were promoted.

Consideration on ODA reforms was also advanced in the
course of the overall reform of the Ministry of Foreign
Affairs, which was promoted to restore public trust in
responge to it series of scandals revealed from the beginning
of 2001 onward. Consequently, the "Action Program" for the
Reform of the Ministry of Foreign Affairs was formulated in
the summer of 2002, in which ODA reforms were also
incorporated as one of the key points of the reform, together
with various measures for its realization.

In the series of ODA reforms, Former Foreign Minister
Yoriko Kawaguchi announced the revigion of the ODA
Charter in December 2002, and the ODA Charter was revised
by the Cabinet decision in August 2003, as the grand sum of
these reforms. Before the revision, the government paid atten-
tion to ensure the public participation, which was the main
point of ODA reforms, through wide-ranging discussions,
such ag active exchanges of opinions with intellectuals,
implementing agencies, NGOs, the business world, etc. as
well ag public comments and public hearings, in addi-

tion to considerations within the government.

Strengthening Collaboration with NGOs and Other Aid
Bodies
Increazing public participation iz essential fo ODA
reforms. To increase the participation of all levels, collaboration
with various aid bodies including NGOs, local governments,
universities and labor uniong, has been strengthened.
International cooperation activities by NGOs play an

important role for the reason that NGOs could provide

meficulous assistance at the grassroots level based on local
communities and residents in developing couniries as well as
prompt and flexible responses in emergency humanitarian
aszistance. Japanese NGOs engaged in international coopera-
tion intensified their activities in the wake of the Indochina
refugee criziz in 1979 and the famine in Africa in 1984, and
the number of the NGOs also increased greatly. However,
compared with European and U.8. NGOs, which are supported
by a long history and an established organizational basis with
abundant experience, international activities by Japanese
NGOs leave quite a lot to be enhanced and strengthened.
While NGOs intensify their activities, the collaborative
relationship between NGOs and the government and the support
activities of government have been consistently strengthened
since the end of the 1980s. For example, the NGO Project
Subsidies and Grant Aid for Grassroots Projects were intro-
duced in fiscal year 1989, and the Non-Governmental
Organizations Agsistance Divizion was established within the
Economic Cooperation Bureau of the Ministry of Foreign

Affairs in 1994. In succession, the NGO-MOFA Regular

Meeting aimed at promoting dialogues with NGOs started in
fiscal year 1996. In fiscal year 2000, the "Japan Platform"*!

4

Grazzroots Technical Coopearation Project in the Philippines ("Build-up of
a Sustainable Ecosystem through Reforestation and Agroforestry:
Philippines) (Fhoto: IKGS Reforestation Gampaign)

*|: Board on Comprehensive ODA Strategy

The board was launched with the am of promoting public participation, ensuring transparency, and strengthening the
functioning of the Ministry of Fareign Affairs as a coordinating authority for CDA. |t congists of the Minister of Faoreign
Affairs as the chair, and Mr. Toshio Watanabe, Dean of the Faculty of International Developrment, Takushaoku University,
as the acting chair, as well as development experts, people with experience in international organizations, those
involved in NGOs, people from the business world, and journalists. The board discusses basic policies for ODA, such as
the formulation and reviews of the Country Assistance Programs, as well as major issues regarding ODA,




Collaboration between MOFRA and NG Os

Collaboration between JBIV, JICA, stc, and NGOs

18970, 4 Subsidy for Private Sector of ODA Overseas
Technical Cooperative Fromotion starts.
1871, 4 MOFA launches Subsidy FProgram for Local
government and Communities.
1885, 4 Girant Aid for Grassroots FProjects and NGO [ 1985, 4 Supporting Frogramme for NGOs' Cooperation
Froject Subbsidies start. in Agriculture and Forestry starts (Ministry of
Agriculture, Forestry and Fisheries).

1924, 4 Fostal Savings for Internaticnal Volunteer Aid
Frogram starts. (Ministry of Internal Affairs and
Communications).

1892, 4 NG Support Frogram  for  International
Infrastructure Cooperation (Ministry of Land,
Infrastructure and Transport).

1893, &5 Japan Fund for Glelkal Environment (Ministry of
the Ernvirenment, Ministry of Agriculture,
Forestry and Fisherigs, Ministry of Economy,
Trade and Industry, and Ministry of Land,
Infrastructure and Transport

1884, 4 Subsidy System for NGO Projects (International
volunteer Compensation Assistance Scheme)
starts.
5 MNon-Governmental Crganizations Assistance
Division iz established within the Economic
Cooperation Buregau, Ministry of Forgign Affairs.
T MOFA-NGOS Discussions on Global Issues
Inifatives on FPopulation and AIDS (Gl and the
Ckinawa Infectious Diseases |nitiatve (1D
start.
189585, 4 MOFA-NGO Regular Meetings start.
1887, 4 MOFA-NGC Joint Evaluation starts, 1897, 4 Ministry of Finance (MoF)-NGC Regular
Meetings start.
EEiTI JICA starts Community Empowerment Frogram.
Rheletz] 4 JICA starts JICA FPartnership FProgram with
MNGOs, Local Governments and Institutes.
4 JCA-NGOD Consultation Meeting starts.
4 MNGO-JICA Fartnership Training starts.
12 MNP Law is established.
1985 4 Capacity Building Support for NGOs is in-
troduced.
4 NGO Advisor Program starts.
4 NGO RBesearchers Program starts.
4 Cwerseas Training Support Frogram is laun-
ched as part of the NGO Froject Subsidy
System.
2000 2 Girant Assistance for Cultural Grassroots Pro- 2 JICA starts another JICA Partnership Frogram
jects iz establishead. with MNGOs, Local Governments and Institutes.
4 Grant Assistance for NGO's Emergency Relief
Frojects starts.
g8 Japan Platform iz established.
2004 4 Sector-Specific NGO Stuchy Groups start. 4 JICA starts NGO Staff Training.
4 NGO Capacity Building Short Owversea Traini- 4 JICA starts Dispatch of Technical Personnel to
ngs starts. NGO,
4 Froject Development Support iz introduced in 4 JICA starts NGO Internship Frogram.
NGO Project Subsidies. 4 ABIC-MGS Conference starts.
] JBIC provides public offering for Pilot Studies
for Knowledge Assistance and Filot
Studies for Project Formation.
10 Certified NFO System starts.
12 Informal Meesting with Japan NGO Network for
Education starts:

2002, 2 JBIC starts NGO-JBIC Cne-day Seminar. (JICA
stops inviting Community Empowerment Fro-
aram, JICA Parthership Program with NGOs,
Local Governments and Institutes.)

2002 5 JNCA-MNGS Japan Desk iz establishad.
2 JICA starts the FROTECO (Froposal-type Te-
chnical Cooperation).
5 Girant Assistance for Japanese NGO Frojects
starts.
=] JICA starts JICA Fartnership Frogram.
14 International Cooperation NGO Internship
Frogram starts.
il MOFA-NGO Regular Meeting "Fartnership
Fromotion Committes" starts.
1 NGO Embassy Meeting called CDA Embassy
is established.
12 MOFA-NGS Regular Meeting "CDA Policy 12 Tax Reform Charter (improvement of the
Council" starts. Certified NFO System)
2003, A1 JBIC  starts  FParticipatory  Aid  Promotion
Seminar.
2005 4 Country-Specific NGO Study groups start.
2 "Grant Assistance for Grass-roots Projects" is
renamed "Grassrocots Human Se-curity Grant
Aid.”
7 Meeting for Exchanging Cpinions with NGOs,
etc. about Aid for Increased food Froduction
(2KR) starts.
=) NGO Advisor Liaison Meeting starts.
10 JICA becomes an independent administrative
institution.
2004 3 "“Workshops and Symposium on Ewvaluation of
Humanitarian Emergency Assistance” is held.
: 4 JICA reforms its organization.
2004 5 NGO-MOFA Regular Meeting "General Meeating"
starts.

55



56

was established as a system for providing more efficient and
prompt emergency assistance through collaboration and coop-
eration among NGOg, the business world and the government.
In fizcal year 2002, Grant Assistance for Japanese NGO
Projects and JICA's Grassroots Technical Cooperation were
introduced. In this way, collaboration between the civil society,
ezpecially NGOs, and the government has steadily developed.

Emergence of New Development Challenges

During the period from the late 1990s to the early 2000s,
new issues and perspectives such as peace-building and
human security have emerged in the infernational community.
Together with the international trend emphasizing the
importance of poverty reduction as mentioned previously,
these issues and perspectives have had a large impact on the
revision of the OD A Charter in 2003.

In the international community after the Cold War,
conflicts rooted in the problems of ethnicity, religion, history,
etc. have become evident all over the world, and
regional/domestic conflicts have come to break out frequently.
In order to prevent and resolve these conflicts, the international
community including Japan started to recognize the necessity
of a comprehensive approach, which includes not only political
meang, such ag Peacekeeping Operations (PKO), dispaich of
coalition forces, preventive diplomacy and mediation, but also
post-conflict nation-building. Based on experiences in agsis-
tance for reconstruction in Cambodia, East Timor,
Afghanistan, etc., Prime Minister Junichiro Koizumi
announced in a policy speech delivered in Sydney in May
2002 Tapan's intention to make more active efforts in the sector
of peace-building including ODA, that Tapan would "strengthen
cooperation for the conzolidation of peace and nation-buil ding
in countries suffering from conflicts. This policy will be a new
pillar of Japan's international cooperation."

Those who live in a country or region where the basic
framework of the country/region iz destroyed or the ruling

power of the government weakened due to destabilization or

conflicts are likely to be exposed to serious threats to their
existences, livelihoods and dignity. Faced with this problem, it
is necessary to provide support to complement the traditional
framework of the "national security," a state protection of its
people and border. Thus, from the perspective of individual
people, the concept of "human security” aims to integrate and
strengthen the efforts emphasizing a human-centered perspec-
tive in order to protect people from broad and serious threats
to human existences, livelihoods and dignity and to bring out
the abundant potential of the people. Japan introduced this
concept as a pillar of Japanese diplomacy in the late 1990z
and in the speech of then Prime Minister Mori emphasized its
importance at the UN Millennium Summit in September 2000.
Japan hag been striving to diszeminate the concept and put it
into practice. In March 1999, Japan established the "Trust
Fund for Human Security” within the United Nations and con-
fributed the accumulating total of 25.9 billion yen by fizcal
year 2003, having supported thereby many projects imple-
mented by international organizations in order to promote
human security. Moreover, Japan allocated 15 billion yen to
Grassroots Human Security Grant Aid, in order to reflect the

perspective of human security more strongly in conventional

Former Foreign Minister Kawaguchi inspecting a mine-cleaning opera-

tion ("Support Program for Mine Clearance Cperation”: Sn Lanka)

*|: Japan Platform

This is a framework established cooperatively by the business world and the government for the |apanese NGOs'
prompt and effective emergency humanitarian assistance activities. The participating NGOs are as follows ADRA
|apan; Shanti Yolunteer Association; |EN; Save the Children |apan; Medical Relief Unit, Japan; Nippon International
Cooperation for Community Development; Japanese Red Cross Society; Japan Center for Conflict Frevention; Japan
Rescue Association; Association for Aid and Relief, Japan; BHMN Association; Peace Wyinds |apan; W orld Vision |apan;
Humanitarian Medical Assistance; Japan Mine Action Service; and |apan Alliance for Hurmanitarian Demining

Support.




Grant Asszistance for Grassroots Projects.
The emergence of the new development issues led to the
revision of the ODA Charter in 2003 along with the promo-

tion of ODA reforms in Japan.

Section 4
Meeting the Challenges of a New Era
(Revised ODA Charter) (2003-present)

Coming of a New Era

On August 29, 2003, the Japanese Government revised the
ODA Charter, basic document of ODA policy, for the first
time in 11 years. In revising the ODA Charter, discussion was
held in a more transparent way than ever before taking into
consideration current infernational and domestic conditions
surrounding ODA. The reviged innovative OD A Charter
comprehendvely indicates the desirable form and future direction
of ODA so that it can meet the challenges of the new era.

The revised ODA Charter stipulates that the objectives of
ODA are "to contribute to the international peace and devel-
opment, and thereby to help ensure Japan's own security and
prosperity.” It also positions the efforts through ODA as the
most suitable policy for Japan, a nation aspiring for peace, to
gain approval from the international community.

Moreover, in the revised ODA Charter, the "Basic
Policies" section showing the desirable form of JTapan's ODA,
is newly formulated. In thiz section, the Charter takes over the
philozophy that Japan's ODA would support the self-help
efforts of developing countries based on "good governance,"”
and newly describes the perspective of "human security”
focused on individuals. Furthermore, the Charter clearly
specifies as basic policies the agsurance of fairness in assis-
tance, including the perspective of gender equality, the
ufilization of Tapan's experience and expertize, and partnership
and collaboration with the infernational community.

Regarding issues to be addressed by ODA, the revised
Charter places emphasis on "poverty reduction,” "sustainable
growth," "addressing global issues" and "peace-building,”
while considering current international development issues in
which a multiplicity of problems, such as gap between the rich
and the poor, ethnic and religious conflicts, armed conflicts,
terrorism, suppression of human rights and democracy, envi-
ronmental issues and infectious diseases, are intertwining with
each other. Particularly, "peace-building” iz newly advocated
as a gector on which Japan has focused in recent years.

In the Charter, Asia remaing as the priority region. This is

because the region has a close relationship with Japan and can

have a major impact on Japan's security and prosperity.
Nonetheless, Tapan will strategically prioritize assistance to
Asdlan countries including fields and aid targets, fully taking
into account the diversity of the countries’ socioeconomic con-
ditions and the changes in their respective needs for assistance.
The "Formulation and Implementation of ODA Policy" makes
clear how the government, etc. should formulate and
implement the policy, on the basis of the discussions on ODA
reforms and various proposals in the past. It lists unified and
coherent formulation of ODA policy by the government in its
entirety, strengthening of the policy consultation with
recipient countries and of the functions of field mizsions,
collaboration with wide-ranging aid-related enfities, including
NGOg, and increasing public participation.

In line with the philosophies and priorities as well as the
formulation and implementation of ODA policy as indicated
in the ODA Charter, Tapan continues the efforts to implement
ODA more efficiently and effectively while taking advantage
of the features of Tapan's ODA, in order to improve more the
quality of assistance. JTapan also makes a significant contribu-
tion to the formation of international frends on assistance by
conveying it own view to the world on the basiz of its past
experience.

In the future, it is necessary for Japan to exert its leadership
more in the international community as a leading donor, as
well as seeking to achieve effective assistance with a high
level of strategy, flexibility, efficiency and transparency, in
line with the revised ODA Charter and the changes of the

times.
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