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comparing
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and aid spending
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As a supporter of aid, it’s difficult not to feel a bit disgruntled by headlines that
trumpet growth in Australian defence spending — an investment of some $50 billion
to build Australia’s next submarine fleet being the latest example. And I'm certainly
not the only one to feel this way.

But equally we know from our research on public opinion on aid that the Australian
public often vastly over- and under-estimates how much the government spends in
different areas. So is my disgruntlement justified? How much does Australia actually
spend on defence as compared to foreign aid? And how does our spending in these
areas compare to that of other countries?

Last month’s Federal Budget announced $3.8 billion will be spent on ODA and
$32.3 billion on defence in 2016-17. The chart below shows Australia’s Defence and
ODA budgets as a percentage of federal expenditure over a twenty year period,
including forward estimates to 2019-20.

Defence and ODA as % of federal expenditure, 1999-00 to 2019-20
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http://www.abc.net.au/overnights/stories/s4453462.htm
http://www.theage.com.au/comment/defence-spending-is-skyrocketing-at-the-expense-of-international-aid-20160428-goh98b.html
https://devpolicy.org/what-do-australians-think-about-foreign-aid-20150903/
https://devpolicy.org/wp-content/uploads/2016/06/War-and-Peace-figure-1-v2.jpg
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Source: Federal Budget documents, Defence and Foreign Affairs and Trade
Portfolio Budget Statements

Defence spending is clearly on the increase, and is projected to be so for some
time. Aid, on the other hand, is projected to continue on a downward trend as a
percentage of GNI, and remain flat as a percentage of government expenditure, for
several years to come, even in the event that the Australian Labor Party forms
government in July, as my colleague Robin discussed in a recent blog.

Defence and aid do share one interesting characteristic: both have had bipartisan
spending targets attached to them in recent years — 0.5% of GNI for aid, and 2% of
GDP for defence. However, the fortunes of these two targets have fared rather
differently. While the aid target has been effectively abandoned, the Defence White
Paper released earlier this year includes a new 10 year funding model which sees
the Defence budget growing to $42.4 billion by 2020-21 — reaching the 2% of GDP
target based on current projections. The big innovation here was the decoupling of
this target from changes in GDP forecasts. Moreover, the White Paper funding
projections see Australia’s defence budget not only reaching the 2021-22 2% target
of $42.4b but continuing to increase, apparently at or above projected nominal GDP
growth. The defence sector’s attitude to the target is reflected in ASPI's recent
analysis of strategic choices for the incoming government, which advocates that the
2% GDP defence target might be better regarded not an “aspirational ceiling” but a
“mandatory floor”.

2016 Defence White Paper funding profile
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https://devpolicy.org/labors-aid-pledge-look-gift-horses-mouth-20160524/
http://www.defence.gov.au/whitepaper/Docs/2016-Defence-White-Paper.pdf
http://www.defence.gov.au/whitepaper/Docs/2016-Defence-White-Paper.pdf
https://aspi.org.au/publications/agenda-for-change-2016-strategic-choices-for-the-next-government
https://devpolicy.org/wp-content/uploads/2016/06/War-and-Peace-figure-2.jpg
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Source: Defence White Paper, p. 180. Figures shown exclude operations. The
target is the 2021-22 White Paper target ($42.4b).

How do our current spending levels on defence and aid compare to other countries?
While it’s difficult to project forward for countries other than Australia, the SIPRI
Military Expenditure Database allows a retrospective comparison. Compared to nine
other countries of interest, plus the OECD DAC, Australia’s military spending as a
percentage of GDP has steadily moved above the DAC average and median
figures. Australians are well-accustomed to comparing themselves to the British, so
it is worth noting that 2015 figures show Australia and the United Kingdom (and,
interestingly, China) sitting side by side when it comes to their military expenditure
as percentage of GDP (NB SIPRI’s definition of ‘military expenditure’ encompasses
more than just the Defence budget — hence the data showing that Australia is
already spending 2% of GDP).

Military expenditure as % of GDP
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Source: SIPRI Military Expenditure Database

When it comes to relative spending on aid and the military, however, there’s a clear
divergence. The figure below graphs the ratio of military-to-ODA spending by the
UK and Australia over the last 20 years. Whereas Britain’s military once vastly
outspent Australia, the ratio has for the most part dropped and then plunged last
year with the adoption of legislation that commits the UK to giving 0.7% of GNI to
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https://www.sipri.org/databases/milex
https://www.sipri.org/databases/milex
https://devpolicy.org/numbers-trends-or-norms-what-changes-australians-opinions-about-aid-20160218/
https://devpolicy.org/wp-content/uploads/2016/06/War-and-Peace-figure-3.jpg
https://www.sipri.org/databases/milex
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Source: Own calculations (military expenditure/ODA) based on data from
OECD.Stat and SIPRI Military Expenditure Database

With a 7.3 ratio of military-to-aid spending in 2015, Australia now ranks higher than
all the other 9 comparator countries except for, predictably, the US (18.7) and South
Korea (18.3). The median DAC country ratio of military-to-ODA spending in 2015
was 4.1.

Australian defence and ODA spending (absolute and ratio), 1999-2020
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https://devpolicy.org/wp-content/uploads/2016/06/War-and-Peace-figure-4.jpg
https://www.sipri.org/databases/milex
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Source: Devpolicy calculations based on Federal Budget documents

At the height of the aid scale-up, critics complained that Australia was becoming “an
aid powerhouse” but “a military minnow.” Now the tables have well and truly turned.

It has been noted on this blog before that the Coalition cuts to aid have almost
completely reversed the earlier scale-up of aid. What the figure above shows is that
the government is also reverting to a pre-scale-up “defence first” policy. We spent
$10 on defence for every $1 on aid at the turn of the century. That got down to as
low as $5 in 2012, but we’ll be almost back up to $10 by 2020.

Is this a balanced approach? Does a defence-first policy make strategic sense? Aid
advocates have a right to be disgruntled, and perhaps should join the debate not
only on fiscal policy but also on defence.

Camilla Burkot is a Research Officer at the Development Policy Centre.

Thanks to Anthony Swan (Research Fellow at the Development Policy Centre) for
assistance with Defence data.

Author/s:
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https://devpolicy.org/wp-content/uploads/2016/06/War-and-Peace-figure-5-v2.jpg
http://www.smh.com.au/federal-politics/australia-an-aid-superpower-20120906-25gz3.html#ixzz4AxiNMRX
https://devpolicy.org/australian-aid-the-way-we-were/
https://devpolicy.org/closer-look-budget-environment-australian-aid-20160606/
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Camilla Burkot was a Research Officer at the Development Policy Centre, and Editor of the
Devpolicy Blog, from 2015 to 2017. She has a background in social anthropology and holds a
Master of Public Health from Columbia University, and has field experience in Eastern and
Southern Africa, and PNG. She now works for the Department of Foreign Affairs and Trade.

Link: https://devpolicy.org/war-peace-comparing-australian-defence-aid-spending-20160609/
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