July 2006 Supporter Briefing

G8 one year on

An assessment of G8 action on more and
better aid, debt cancellation, and trade

justice.

Questioning the hype

Where were you in July 2005? Whether
you sent a postcard, lobbied your MP,
joined the march in Edinburgh or watched
Live8, it was hard not to know that eight
of the world’s most powerful leaders were
meeting in Gleneagles and the public was
demanding action on poverty.

But what actually happened? This briefing
looks at what the G8, a body in which
Africa is not even represented, came up
with. And what has been achieved since
the Gleneagles summit on the promises
they did make.

The G8 committed to providing US$50
billion more in aid by 2010, but only about
$15 billion of this is ‘new money’ (i.e.,
new commitments made in 2005). The
rest is simply a repackaging of existing
commitments. The UN has estimated that
$50 billion extra is needed every year
starting now in order to achieve
internationally agreed poverty reduction
targets. An extra $50 billion by 2010 is
simply too little, too late and sets a course
for failure.

More and better aid

Since the G8 summit in 2005, the
UK government has made
several high profile
announcements on aid but all of
them relate to how the UK will
be spending the aid increases
already promised. No further
money has been committed.
Other governments

AR
\ )
/Z/ WORLD
DEVELOPMENT
MOVEMENT

Justice for the world’s poor

such as Germany and Japan have
expressed doubt as to whether they will
even be able to live up to the limited
promises they made in 2005.

On the harmful economic strings attached
to aid (and debt relief), the G8
communiqué stated that it is up to
developing countries to

define and implement their own economic
policies.

But if the G8 countries had really meant
this, they would have abolished all
economic policy conditions attached to
their own bilateral aid programmes and
voted for the abolition of all economic
policy conditions attached to World Bank
and IMF loans, grants and debt relief.
This did not happen.




Perhaps this should come as no surprise
given that, when standing next to Tony
Blair at a pre-G8 press conference,
George W Bush made it clear what the
US expects in return for aid, saying,
“We're really not interested in supporting
a government that doesn't have open
economies and open markets. We expect
there to be, you know, reciprocation.”
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Debt cancellation

The G8 proposed to “cancel 100% of the
outstanding debts of eligible Heavily
Indebted Poor Countries to the IMF, IDA
and African Development Fund and to
provide additional resources to ensure
that the financing capacity of the IFIs is
not reduced.”

On the plus side, after much internal
wrangling in the IMF and World Bank, a
scheme has now been agreed. The
down-side is that only 18 countries
currently qualify for this debt cancellation
and rich countries have only committed
60% of the money needed to fund the
scheme — and only 10% of that is a firm
commitment.

If the remaining 90% is not forthcoming,
poor countries will effectively end up
paying for their own debt cancellation
through a reduction in their aid budgets.
This is because the World Bank will have
to foot the bill out of its own resources, so
reducing the amount of money it has to
distribute to them.

On top of the 18, a further 22 countries
stand to benefit fully from the scheme in
future, although only nine of them look
likely to qualify in the next few years. The
scheme also has several major flaws:

Countries will have to implement failed
IMF & World Bank free market policies
to qualify for the cash.

It does not include a further 20 or so
countries that were identified by Make
Poverty History as needing full debt
cancellation in order to achieve the
Millennium Development Goals.

It does not include other regional
development banks so has less
benefit for poor countries in Latin
America and Asia.

Trade justice

The now well-worn rhetoric on the ‘Doha
Development Agenda’ was trotted out in
the G8 communiqué with no meaningful
commitments made to ensure developing
countries could use import tariffs to
protect food security, livelihoods or
fledgling industries. And since the
Gleneagles summit, if anything things
have got worse.

Contrary to its own

development rhetoric,

and contrary to its policy

on the flexibility of the

services negotiations,

the EU spent the

second half of 2005

trying to force

compulsory services liberalisation on to
developing countries. Although this was
rejected many times, it took a major



rearguard fight at the WTO Hong Kong
Ministerial to get it off the agenda.

And for the past year, the US and EU
have been attempting to reverse the
principle that developing countries should
liberalise less than developed countries.
They are trying to force through an
industrial tariff reduction scheme that
would require greater cuts

from developing countries

than developed countries.

The US has also opposed

developing country proposals

aimed at protecting food

security and livelihoods. So

much for the ‘development

agenda’.

Although at the Hong Kong

Ministerial conference a deal

was done to eliminate export

subsidies by 2013, a huge

price was extracted from

developing countries in the

form of a radical industrial

tariff cutting scheme. So in

return for damaging their

future development

prospects, poor countries got

the belated elimination of Credit WDM
subsidies worth €3 billion, out of a total
European agricultural subsidy budget of
€58 billion.

We now face a situation where most
developing countries stand to lose more
than they will gain from the Doha Round.
The net result is a great deal of
developing country anger in the WTO.

Summary

The campaigning in the run up to the G8
put a spotlight on world leaders and
demanded action. But the response was
disappointing. And even the most
promising of the G8's commitments, on
debt cancellation, has become stuck in an
implementation quagmire and is in
danger of being massively under-funded.

Although some progress was made on
aid and debt, which will certainly be
useful, more money is not enough.
Between 1990 and 2002, sub-Saharan
Africa received US$212 billion in aid (over
US$16.3 billion per year on average) yet
poverty increased across the region. A
key culprit for this enduring poverty has
been the harmful ‘structural adjustment’
policies foisted on these
countries by the IMF and
World Bank. So, just as, if
not more important than
increasing aid and
cancelling debts is
abolishing the harmful
economic strings attached
to debt cancellation and
aid.

Also critical is a
fundamental change to
global trade rules and the
way they are negotiated.
But the actions of G8
countries since July 2005
have simply confirmed
their unwillingness to
support such changes.
Their insistence on
opening up developing
country markets threatens jobs and
livelihoods across the global south.

So without a major shift in economic
policies, throwing more aid at poor
countries will not work. Yet the UK
government and other G8 countries seem
intent on business as usual; in other
words, free markets and deregulation with
some increased aid to help those who
suffer from free markets and
deregulation. While it remains important
to challenge the world’s most powerful
countries on the inadequacies of their aid
and debt policies, the more pressing task
has always been, and remains, to
achieve a more radical change to their
relationship with the developing world.
The World Development Movement will
continue to work with campaigners from
across the globe in fighting for this goal.



The way forward

The G8 have already broken one of their
most important promises, that poor
countries would be allowed to decide their
own economic policies. Harmful
economic strings - like privatisation and
liberalisation — continue to be attached to
World Bank and International Monetary
Fund (IMF) loans, grants and debt relief.
Providing more money for the poor will

Take Action

not work unless there is an end to these
policies.

The fact that eighteen countries have had
their debts to the IMF and World Bank
cancelled is a positive step. But many
more will have to wait years to benefit
because of the damaging economic
hurdles they must jump first. WDM is
working with the Jubilee Debt Campaign
to tell the UK government it must act to
end this scandal.

Cut a white wristband (or a strip of paper with 'Make Poverty
History' written on it) in half. Send it to Tony Blair at 10 Downing
Street, London SW1A 2AA and tell him in your own words:

The broken band symbolises how rich countries are
breaking their promises to Make Poverty History.

He was correct to say economic strings should no longer be
attached to UK aid, but that more debt relief will be delayed

and aid wasted if the IMF and World Bank keep forcing the

same failed free market policies on poor countries.

There is no point preaching democracy while taking away
people's right to decide their own economic policies, and he
must do all he can to end this harmful practice.

This briefing is based on a
longer report: Small change,
Copies can be ordered from the
Campaigns Team on

020 7274 7630 or downloaded
at: http://www.wdm.org.uk/
Campaigns/smallchange.pdf
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