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IO DOW NING STREET
LONDON SWI1A 24A

From the Private Secreeary

4 September 1990

Thank you for sending me the text of
Your remarks on development issues at the
Aspen Institute meeting. It was very
helpful to have them, and I am sure they will
be of interest to the Prime Minister too.

Sir EBhridath Ramphal, A.C.




#1, 188 Sutherland Avenue

S5ir Shridath Ramphal -
London W2 1HRE

31 August 19%0

Mr Charles Powell
Private SGecretary to The
Prime Minister

10 Downing Streei

LONDON SW1

i;ﬁf'c;-.ciié;*ﬁ & o

I promised the Aspen Institute to send them
the text of my remarks on development issues at Bob
MchNamara B Working Group during the 40th Anniversary
Symposium. I thought I should send it as well to a few
others on whose friendship I might presume.

With all good wishes.

Shridath Ramphal

Tel: 071-266 3409 Fax: 071-Z86
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RETURN TO SAN FRANCISCO

Aspen Institute 40th Anniversary Symposium

Working Group on International Issues:
social and Economic Development of Developing Countries

Introductory Statement by Shridath § Ramphal

4 August 1990

Yesterday in Caracas, President Carlos Andres Perez of
Venezuela and former President Julius Nyerere of Tanzania togeth-
ar launched the Report of the South Commission: 'The Challenge to
the South'. The note on the back cover adequately sums up the
subject of the Report: 'the struggle to overcome poverLry and
improve the quality of life for the three-fourths of humanity
living in the developing countries - the South’ . I hope you will
read it. I start my remarks this afternoon with one short passage
from its wery first Chapter and its closing words.

The South's vision has to embrace the whole world, for
it is part of that world, It cannot isolate itself; nor
should it wish to isolate itself from the rest of the
world. On the contrary, the South seeks an undivided
world in which there would be no 'South' and no
'North': in which there would be not one part de-
veloped, rich and dominating, and the other underde-
veloped, poor, and dominated. The Sputh's goal is a
world of egual opportunities in which criss-crossing
lines of interaction - political, economic, social,
cultural, scientific - may sustain global interdepend-
ence; in which nations in their variety would work
together in pursuit of jointly agreed goals; in which
peace, security, and dignity would be the birthright of
all persons and all peoples; in which all can take
advantage of the advances of science; and in which the
world's resources may be prudently used to satisfy the
neede of all and not merely the narrow self-interest of
a few.

The closing words of the Report are these:

In the final analysie, the South's plea for justice,
equity, and democracy in the global society cannot be
disscciated from its pursuits of these goals within its
own societies, commitment to democratic values, respect
for fundamental rights - particularly the right to
dissent - fair treatment for minorities, concern for
the poor and underprivileged, probity in public life,
willingness to settle disputes without recourse to war
- all these cannot but influence world cpinion and

increase the South's chances of securing a new world
order.




The guestion those passages - and, indeed, the whole
Report - poses is whether the pursuit of that wision is going to
be a struggle: a struggle against a North that adopts the vision
- but only on Sundays - or worse, rejects it outright as irxele-
vant humbug; or, alternatively, whether it will be a shared
vision and its pursuit a common human purpose. That is the cen-
tral question underlying the discussion of this Working Group on
igsties of social and econcmic development in the developing
world. Withput taking too broad a sweep - though a broad sweep is
surely allowable on the 40th Anniversary of The Aspen Institute -
this gquestion (with its bearing on the lives of most of the
world's people and, in the end, on all our lives) may well be one
of the central questions of our time - even if it did not make
the agenda at Houston or, for that matter, surface in the presen-
tations on international issues from the United States, Japan oOr
Europe this morning.

But this must be on our human agenda for a very practi-
cal reason - whatever code words we use, like "interdependence',
to lessen the tensiocns the real issues set up. Those who suffer,
who are hungry, who are jobless, who have no glimpse of better-
ment, much less of prosperity, who sense a widening gap between
themselves and those who are doing well - among them the more
than one billion 'absolute poor' of whom you, Mr Chairman (Robert
McNamara) spoke with such understanding and sensitivity recently
at the Africa Forum in Lagos: they all know the ugly truth of
their reality: and, in the wider world, they are the great major-
ity. We are talking (in terms of the whole developing world) of 4
billisn out of 5-1/2 billion people werld-wide; but let us not
forget how yesterday's discussions (on United States's domestic
jesues) reminded us that the poor have their counterparts in the
rich world as well. In this commemorative gathering, all of us,
from rich and poor countries alike, who espouse the cause of
internaticnal cooperation are to some extent custodians of their
future. If we cannot offer responses to the essential challenge
these realities pose, what can we expect of others, including
Governments?

Prime Minister Michael Manley of Jamaica was, with me,
a member of the South Commission: a much evolved Prime Minister,
one who has had the courage to make the hardest of all adjust-
ments - the intellectual and political ones, to admit mistakes
and try new policies. At Kuala Lumpur last October, speaking to
Commonwealth Heads of Government (among whom, of course, was Mrs
Thatcher), he drew attention to the real predicament facing many
developing countries. He said that over the last three to five
years, developing countries had undertaken sweeping structural
reforms in line with the policies commended to them by institu-
tions such as the World Bank and the IMF. They had adopted a more
market-oriented policy stance; cut back on the operations of
government-owned enterprises; reduced budget deficits and money
creation; adjusted exchange rates and liberalised imports. Yet,
he said, after all these changes, they were still waiting for
'recovery'. How long would their people wait? In the absence of




';rc:-wth, would governments be able to sustain these changes in
policy? Is the poliey package the right one, after all? What more
could be done to ensure real recovery, if continuing frustration
is not to undermine the whole reform process?

As we have acknowledged in the South Commission' s
Report, extensive state intervention, administrative allocation
af scarce resources and control of key commodity prices have
often not achieved their stated cbjectives; on the contrary, they
have resulted in a misallocation of rescurces and in economic
inefficiency, imposing a dead hand on the economies of many
developing countries. Transparent and predictable economic frame-
works are necessary for market signals to work; prudent fiscal
and monetary policies are needed to underpin such frameworks; and
open trade regimes must provide an anchor for competitive econom-
ic behaviour internally and externally. For the greater part,
today, all this is common ground; there has been a sea change in
economic perception and practice all over the developing world,
and many countries have gone far down the road of reform. The
problem is that their reform efforts are in danger of being
digsipated in the absence of real internatiomnal support; and the
perceptions themselves and their translation into practice of
being called intoc guestion.

In asking questions, Michael Manley was not asking for
arrangements to accommodate inefficiency or to make one part of
_the world pay for a refusal by others to be prudent and sensible.
Rather, he was asking whether the immense advances in understand-
ing about how the world eccnomy works and greater knowledge of
the impact of change on the development process could not be

better used - more intensively and effectively used - to create
real opportunities for those developing countries that had the
determination te get their economic strategies right. He was
asking not merely how the rich could help the poor, but how the
self-help of the poor could be given a better chance of success
through a world economic envircnment that consciously make space
for it - propitious space. It is wvalid gquestion; it needs an
answer today - an anewer that must inevitably take account of the
wider related issue of the impact of global, political, and
economic change on the development process. HOwWw can such an
answer be other than positiwva?

We recognise, for example, all of us, that a national
society cannot be at peace if power, privilege and prosperity are
the prercgatives of only a few, with deprivation, degradation and
despair the lot of the many. Do we think our world society can be
at peace when such disparities prevail within it, such yawning
disparities between a few who prosper and the great majority
trapped in poverty? For those entrapped, but in truth for all, it
cannot really be a time of peace. In fact, far more people suffer
today from economic rather than military imsecurity: those who
die prematurely and others whose lives are blighted by the same
deprivations and deformities that go hand in hand with military
conflict. Pat Moyniham may talk of 'peace' being the real peace
dividend. But where does this leave the poor, for whom in this




.sense, it iz always war-time.

Moreover, poverty diminishes humanity both directly by
taking lives and indirectly by making life more unendurable for
larger numbers. In terms of the prospects for real peace in the
next century, few factors may be more important than the popula-
tion explosion generally, and the urban explosion in particular,
both of which will be an explosion of poverty. In a Mexico city
of Z4 million, for example, none will suffer more than tomorrow's
children. Already, the phenomenon of street children, some 30
million world-wide who Xnow no home but the street, warns us that
we are condemning millions more to life as primitives at the
centre of vast cities - mainly in the developing world - depriv-
ing them of any real prospect of a tolerable existence.

That prospect has to lie in real development, in reduc-
ing the gross disparity between prosperity and poverty. This is
the essential challenge of the Papal assertion that 'development
igs the new name for peace'. Meeting it reguires a world economic
environment that offers something more than that the rich will
grow richer at a somewhat slower pace and that the poor will not
actually get poorer. It means looking towards more eguitable
world econemic relationships to ensure that the gap, far from
enlarging, begins to close. It means that the world economy for
the benefit of all the world's people. This clearly is not hap-
pening. The world economy is not even being managed with that
other three-fourths of the world in mind. As Houston BO clearly,
and not too subtly, implied: the few have become more than the
many to borrow Tagore's phrase of 100 years ago.

Today, for many of that 4 billion, adverses economic
circumstances and changes in basic policy are posing enormous
adjustment problems. Developing countries accept the need for
adjustment, but are concerned that the design of adjustment poli-
cies still does not pay adeguate attention to the complex and
different econcmic situations of their countries. A wrong speci-
fisation of policies discredits the new perceptions; the policy
mix needs dispassionate consideration and authoritative apprais-
al. It too often has the flavour of doctrine; and it will not be
tha first time that today's fashion becomes tomorrow's heresy. We
all know how difficult the industrial countries themselves found
it to restructure their industries (for example, in agriculture,
and in the face of competition from developing countries in the
area of labour intensive manufactures) - despite fairly well-
established markets, and a social welfare system that provides a
safety net to those affected by adjustment. Is it surprising that
developing countries operating under much more difficult domestic
circumstances - with poorly developed markets, extensive unem-
ployment, low wages, and no or marginal welfare systems - should
find the transition in policies a source of deep social disloca-
tion and unrast?

And more is involved than making technical mistakes oOn
the economic front. The social cost is high; and falls unevenly
on the pocrest and weakest - women and children specially. And,




jronically, what rhe resulting massive disaffection means in
political terms, is that +he heaviest cagualties of inapprnpriata
adjustment policies {or, more acourately, jnadeguate internation-
al support for appropriate adjustment palicies] will be precise-—
ly those developing countries that have S 4 democratic
structures over the yaars and contlnue te live by them wWith some

pride in an age which jg itself proud of oul major gaing for
democracy .

from the caribbean - from
rrinidad and Tobago I pent crisis, and from
Jamaica, where caribbean ing the costs of
that crisis for the en ion . ] t significance
that the p;eudn—religj. i i
and Ccabinet of Trini
+he Parliament chamber,
made themselves
exercising the it to picket and demonstrate
against the Gove ; acial and economic policies. Wothing
axcuses such acts of terrorism; for, that 18 what they Were. But
be averwnelmed bY gelf-T _ The social and
aronomic conditions endured by evel a country like
d Tobago, undergoing & major structural adjustment
terest of aconomic recovery, do create the
ment in which fanaticism can pass for radicalism
the mask of redressing wrongs.

1f democracy ig to be sustained in regions 1ike the
caribbean - and the same is true of many other parts of the

developing world - freedom wil d to an ethod
of cnnﬁtitutianaliﬁm; but the 71 jtself lose its
ethical moorings if it becomes gynonymous with sustained depriva-
rion and with the sense of injustice it breads. Freadom Lo 90
hungry, ©r e without she . O hospital sarvices, O schools —
or simply t0 he without, ACTOSS the board - 18 not the gstuff on
which democracy thrives.

Without democIacy a people S potential ¢or social and
gconomic development cannot be fully realised; and Wwithout toler-
able social and economic conditions and a vision of the future
that makes hope plausible, damocracy itself will be unsustainable
- certainly in emall societies and weak economies. We are right
to be gutraged bY avents like those in Trinidad and Tebago; but a
measur 1f-questioning peyond the Ccaribbean would not be out
of place. certainly it will be hugely jronic if, ain the end,
Western style economic recovery Drogrammes were to bring d
democratic governments with market economies 1in the developing
world - inm much the same wWay that flawed centrally planned eco”
nomic systems brought down authoritarian regimes in the command
economies of Eastern Europe.

aAs commodity prices remain at historically low levels;
ae trade regimes of industrial countries continua +o discriminate
against developing country axports; as jnterest rates gat away
the precious foreign exchange £0 hard-earned, just to service




.'deht - it is as if the curse of Sisyphus, rolling a stone eter
nally uphill and never making it = has been place on whole socie
ties,

It igs true that there have been some positive develop-
ments:

- The establishment of the Structural Adjustment
Facility and the Extended Facility;

- The 50% increase in IMF guotas;

- The BO% increase under the General Capltal increase
of the World Bank and large capital increases in the
African and Inter-American Banks that will allow in-
creased lending;

- Agreement con IDA-9 to maintain its lending in real
fearme to low income countries;

- The 'Brady' initiative and the World Bank's facili-
ty to support commercial debt buy-back operations;

= The Toronto Summit decisions on official debt
cancellation for low-income countries;

- Some developments in the Uruguay Round on selected
tropical preoducts.

vet the rich seem to take back with one hand what it
cffers with the othar. There continues to be a substantial net
tranafer of resources abroad by developing countries - amounting
to seme $115 billion during 1984-88, with debt related net trans-
fors in excess of $140 billion. Almost unbelievably, there has
been a reduction in real aid receipts by developing countries
during 1987-89, markedly below the levels of 1984-B6. We have
actually gone backwards, with the United States of all countries
leading the retrogression. And aid as such apart, there continues
to be negative or even nil net flows of long and medium term
export credits to developing countries. There 1is still only
limited scope for access to international capital markets for
many of them. And with all the public declamation about open
trading systems, there is inecreasing protection against the
exports of develcping countries through such euphemistic mecha-
nisms as 'voluntary export restraints', 'organised marketing
arrangements’' and abusive use of allowable mechanisms such as
countervailing and anti-dumping duties.

And now there are new challenges arising from the deep
and profound political and eccnomic changes taking place in the
world. The end of the Cold War has led to widespread and, 1
believe, guite legitimate hopes for a 'peace dividend', and to
the possibility that energies in industrial and developing coun-
tries will be released for real development. These hopes must be




._;iven a better chance of fulfilment than present trends promise.
There is some evidence, but still too little, of possible cuts in
industrial countries' military expenditures from their projected
levels. Reduced pressures on the United States budget will help
to improve the global economic climate. Reduced pressures on the
budgets of industrial countries generally could create Ioom for
increased aid for development. Reduced regional conflicts, those
at least which are rooted in superpower rivalry, should enable
developing countries to devote more resources to development -
although the recent wholly deplorable acte of aggression by Irag
against Kuwait - one of the truly small states of the world that
has used its oil resources wisely and played a responsible role
in world affairs - is a matter for both sadness and anger.

such setbacks notwithetanding, all these possibilities
flowing from the end of the Cold War should bolster hope; but
much will depend on whether there is a rise in the world of other
sources of conflict. New freedoms are unleashing new tensions,
and new tensions can lead us away from an environment of peace
unless we rise to the challenge mentioned by Olara Otunnu this
morning of effective international peace keeping under the rule
of enforceable international law.

Conversely, however, a significant demand on global
savings will emerge from reconstruction in Eastern Europe, in-
cluding the Soviet Union. Global interest rates may wall remain

excessively high. That is bad news for the many developing coun-
tries with large overhangs of debt or those whose export commodi-
ties have been histcrically sensitive to high interest rates.
And, of course, on the quantitative side the prospect of a diver-
sion of western aid and private credit and investment flows to
Eastern Europe would aggravate an already perverse situation
regarding resource flows to developing countries. Western strate-
gy is to head off calls for additionality b¥ assuring developing
countries that a diversion of resources is not likely; but, with
conditionality already becoming unacceptably high and inadeguate
resources being made available to international financial insti-
tutions, that is not how it seems to many developing countries.

In the post-war peried up to the 1980s, there was a
wide recognition that economic development wWas a Common global
purpose., While a constructive and effective North-South dialogue
was never established, development cooperation made scme notable
advances in, for example, the establishment of a substantial aid
programme, the expanded operations of the World Bank and the
setting up of new affiliates to it such as IDA and IFC, the
willingness to set up new facilities in the IMF to meet new
needs, the addition of a Part IV to the GATT and the establisen-
ment of UNCTAD. In recent times, however, no sustained progress
is being made in securing coordinated efforts to solve the mas-
sive and increasing problems of poverty and under-development.
There is virtually no dialogue on development. For western indus-
trial countries, this is a time that could easily be wastaed
basking in a warm glow of complacency that the rest of the world
now wishes to follow your political and economic example. Yet, as




.ti‘u-:- Report of the South Commission argues convincingly, it is not
a time to be deaf to the cries for help from the developing
world, or to treat the issues of development, and the now related
ones of environment, in a parochial and self-serving manner. IC
is not the tradition of Western civilisation to turn aside from
the rest of the world, It is not the politiecal or ethical herit-
age of this country to turn your back on the poor and the weak
and to fail to recognise that their condition is relevant to your
oW .

Fortunately, there are signs that some OECD countries
realise the danger of indifference - particularly on the environ-
ment front. The trouble is that to the extent that the growing
environmental sensitivity of the North is in fact spilling over
into development considerations and North-South relatioms, it all
too often takes the form of even more =stringent 'environmental'
conditions attached to aid. Some of this is genuinely well-inten-
tioned, is designed to produce better projects, and when associ-
ated with generous aid flows is accepted by most developing
countries. But theres is growing stridency and self-rightecusness
in some of the attempts to influence policy - attitudes which are
particularly invidious when they come from countries where waste-
ful lifestyles and massive polluticn have already contributed to
serious depletion of the world's ecological capital- and seem all
too likely to continue. 'Den't do as I do: just do as I say 1s
how some of this comes across.

Let me end, therefore, by returning to the gquestion
with which I began, namely, whether the vision oif a better, more
humane, and habitable world - a vision shared by many of North
and Scuth alike, and by all of you here, a vision for which the
Aspen Institute has laboured these 40 years - 15 ona we shall
pursue together in the community of nations, or whether it will
remain a mirage forever receding from our collective grasp; in
the end, from our final grasp. It is a moment, therefore, of
challenge; but it i= also a time that holds out the most astound-
ing opportunities,

The 'post-war era' is fimally over., War and peace need
no longer dominate our glocbal destiny. Human gurvival remains
threatened; but we possess together all the means for ensuring
acceptable social and economic conditions both in the developing
countries and in our human society generally. What is needed 1s
for bold and caring spirits to articulate an ethic of progress
into the 21st century which acknowledges that the 'scourge of
poverty' is every bit as threatening and unacceptable as the
"scourge of war' - that 'peace and security' has a further reach
than we cne time supposed. The Aspen Institute was established 5
years after the UN's beginnings at San Francisco. At the start of
the 19905 we need to up-date the internationalist vision glimpsed
in 1945 and allow it to inform our global responses to the chal-
lenges of the present and the future as we now know them to be.
It is time for the world in its newness to return to San Francis-
co. Where better to begin such a journey than in Aspen?




10 DOWNING STREET
LONDON SWIA ZAA

Front e Private Secretary 2 August 1989

CAPITAL FLOWS TO DEVELOPING COUNTRIES

Thank you for your letter of 28 July about the report
"Facing One World".

Dr. Leutwiler duly came to present a copy to the Prime
Minister this aftarncon. The Prime Minister said that she
was astonished Dr. Leutwiler had put his name to it.
Saveral of the proposals - compensation for environmental
damage, doubling of aid, further new initiatives on debt -
wara wvary anhelpful. Dr. Leutwiler said cheerily that he
had only brought it along as an excuse to have a talk with
the Prime Minister. He had been put under extreme pressure
to sign it by Helmut Schmidt but agreed that many of the
proposals in it were well wide of the mark. That said, he
was very worried about the debt problem, which he attributed
principally to careless lending by banks. The Prime
Minister and Dr. Leutwiler agreed that the report was
probably best left on one side.

Thara was some discussion of South Africa.
Dr. Leuntwilsr judged that the South Africans would succeed
in re~scheduling their debt. It was very simple: the banks
would not wish ta lose their money., which was the only
altarpnative, He spoke highly of the new Chairman of the
South African central bank.

Dr. Leutwiler said that he very much shared the Prime
Minister's views on the economle and monetary issues in the
European Community. He regarded propesals in the Dalors
Report for a common EBurcpean currency and a European Single
Bank as entirely impractical.

I am copying this letter to Alex Allen (HM Treasury)
and Myles Wickstead (Overseas Devalopmant administration).

CHARLES POWELL
Stephan Wall, Esqg..,
Foraign and Commonwealth Office




SW2AYHN
CONFIDERTIAL

PRIME MIHISTER fbmigf

MEETING WITH DR. LEUTWILER

Dr. Leutwiler is coming to see yvou on 2 August. His purpose
is to present yvou the report "Facing One World" drawn up by
an independent group of eminent QEEEGEE_EEHE?'Helmut Schmidt's

éhairmanship. The report iteself is in the folder. —

As the FCO letter says, the report is a bit of a mixed bag.
Som= of the recommendaticns are rather unhelpful, and it's a
bit of a surprise that Dr. L=utwiler has put his name to them.

For instance:
- it favours the idea of paying 'compensation' for

environmental damagej et

- i+ puts all the burden of prowiding additional funda for

the developing countries on the backs of qnuegﬁaentﬁ rathar
than commercial banks, thus substituting official lenders for

— -
= L

private lenders:

- it calls for a doubling of aid, with automatic mechanisma

——

ko apsure future increases;

- it calls for " mnew inltiatives' on debt; when we had an

excellent one only last year.

You might take Dr. Leutwiler to task on some of thess points.

The meeting is also an opportunity to talk a bit about South
Africa. You could ask him about the megotiations between the

—

South African authoritiss and the commerecial banks to
regchedule the debt which falle due in 1990, and how Aifficult

— e—
he axpects them to be. There is a campaign of growing

pressure on British banks not to take part in the
rescheduling: and thare is likely to be an attempt at CHOGM to

impose fimancial sanctions on Bouth Africa. Does he think the

rescheduling will be successfully completed nonetheless?

CONFIDENTIAL




CONFIDENTIAL
- ¥ -

You might alsc tell him about vour meetings with du Plessis
and de Elerk, and give your impressions. You might ask how he

expacts s the elections to comes out: Robin Renwick axpects Ehe
far right to do well. It would be helpful if those conducting

tqe negotiations CLE ELthLJJ ing could constantly be on at the

South Africans ﬂbuut the need for very early progress on

i

Eﬁl ase of Mandela apnd constitutlomnal reform afkbter the

elﬁchnna.

e

(C. 0. POWELL)
31 July 1989

CONFIDENTLIAL




FACING ONE WORLD

Report by
an Independent Group on Financial Flows
to Developing Countries

Chairman
Helmut Schmidt

1 June 1989




FOREWORD

The 1987 meeting of the Tth session of the United Natons Conference on
Trade and Development (UNCTAD) in Geneva, welcomed a proposal from the
Japanese government to establish an independent group of experts "to examine
ways and means to epcourage the fow of fnancial resources to the developing
countries.” Supported by the UN-Secretary General, Javier Perez de Cuellar, and
on invitation from the United Nations University in Tokyo, the group was formed
in 1988 and subsequently met in Tokyo and Washington in April and May, 1989

The group ncluded Abdul Aziz Al-Curaishi (Saudi Arabia), Bernard TG.
Chidzero (Zimbabwe), Bernard Clappicr (France), Janos Fekete (Hungary), Frite
Leutwiler (Switzerland), Robert McNamara (United States), Isamu Miyazaki
(Japan), D.W. Nam (Korea), Qluscgun Obasanjo (Nigeria), Lord Roll of Ipsden
(United Kingdom), Jesus Silva-Herzog (Mexico), Pierre Elliott Trudesu (Canada),
Manuel Ulloa (Peru), Paul A. Volcker (United States), Nitisastro Widjojo
(Indonesia) and myself.

For the last five years the net transfer of funds to the developing countries
has been negative. This reverse flow of funds has severely agpravated the eritical
difficulties faced by many developing countries and, in parteular, the highly
indebted and the least developed countries. Even assuming that our proposals
were 10 be accepted and swiltly implemented, it will take a number of years to

reverse the negative flow and w0 increase significantly the volume of funds to the

developing countries. Given the desperate plight of many developing countries, it

is imperative that we begin work on this task immediately,




Many of the political leaders in developing countries have now acknowledged
their past mistakes and arc engaged in efforts to correct them. It 18 time for the
political leaders and bankers in creditor countries to acknowledge their mistakes
and take corrective action. Today, more than ever before, the developing

countries need help.

Our propesals are contained in Chapter Il Chapter [I gives an analytical
outline of the present situation and Now of funds. In the opening chapter we have
briefly described the need for a global approach to these complex problems. The
group's terms of reference clearly excluded a thorough examination of the inter-
related problems of global population growth, poverty, malnutrition, illiteracy,
injustice and environmental degradation which haunt large parts of the world. Cur
deliberations focused, in a sober and unambitious manner, on the steps which we
consider necessary to increase financial flows to developing countries.  We did not
embark upon a grand design for a new global economic order. Nor did we explore
the question of institutional changes in the fnancial and monctary ficlds such as,
for example, improving the efficiency of existing institutions, like the International

Monetary Fund (IMF) and the World Bank, by merging them.

Our proposals are intended to influence governments and policy-makers in

industrialised as well as in devcloping countries, in countries with different
economic and social systems and in the international financial institutions. We ask
them to assess our proposals and then take action, Camying out our suggestions
will require a high degree of global co-operation which will, in turn, contribute to
and strengthen the dialogue between the North and the South.




We have pul forward these proposals at a time of important strategic change
in the relationship between the major powers—-the United States, the Soviet Union

and the People’s Republic of China, The normalisation of their relations opens up

an avenue for converting military expenditure into productive purposes and for

integrating into the world economy those countries which now remain outside,

In addition to our gratitede to the Japanese government for supporting our
meetings, we express our confidence in Japan's ability and responsibility, by ils
cxample, to expand the flow of funds from the industrialised 1o the developing
countries, Time is running short. If we are to reverse the present direction of
financial flows Japan's leadership will be crucial. The Federal Republic of
Germany - the other most important surphus country - should follow suit, as shoukd

the OBECD countries as a whobe.

The members of this independent group come from many parts of the world
and from different political, economic and social systems.  All 16 members have
agreed to support the basic assessments of this report (if not every single word)
and the fundamental thrust of its recommendalions. We have expressed our

unanimity by our signatures.

Hamburg, June 1989 Helmut Schmidt
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L THE NEED FOR A GLOBAL APPROACH

1. By the end of the century six billion people will share a planet faced with
growing global challenges. Yet the continuing high rates of population growth,
widespread poverty, accelerating emdronmental hazards (in particular the dangers
of climatic changes) and profifcrating drog abusc remain largely unaddresscd.

At the same time, the pgrowing integration of the world economy greatly
complicates the appraisal and management of national economic policies. The
inter-relationships among trade, debt, growth, investment, capital fows, interest
ratcs and [oreign exchange rates often dominate economic actnaty, yet they are
seklom either understood or recognised. Individual nations continue to emphasise
internal or, at best, rogional political and economic objectives, preferring crisis
management to long-term strategic action and thereby, often adding one scarcely
managcablc rsk to another,

In these circomstances there s an obvious need w0 reach a consensus—-a
comprehensive strategy-on 2 global spproach 1 cconomie, social and
environmental problems. That approach will need to recognise the potential of
market economies and take account of the differing needs of individual nations.
But it will also need to recognise that, in today's global economy, the success of

cach nation i related to the suecess af the whole.

2. Although One World is seldom recognised in day-to-day political management,

in many arcas it is already a reality. There is only one global environment; only

one global fnancial market - onc bond market, one market for credits, onc
mternational currency market, and one stock exchange, all operating on a8 24-hour
basis.




3. Bul since the breakdown of the Bretton Woods system of fixed parities the
emergence of this global financial market has coincided with serious fluctuations
in exchange rates, huge deficits in national budgets, imbalances in trade and
current accounts and upheavals in equity markets.

4. Against the background of Moating exchange rates and partly as an unforeseen
result of two oil price shocks in the 1970s, the level of external indebtedness in
8 number of developing countries skyrocketed, culminating in a crisis of finance.
As that crisis developed, the world's largest economy, the United States, became
the largest borrower. Consequently the Mow of financial resources has been
reversed. The net flow is now from the less developed countries towards the
industrialised countries and within the Organisation for Economic Co-operation and
Development (OECD)! towards the United States,

5. [In spite of some efforts to maintain the, albeit, modest and inadequate el

of official development assistance (ODAR granted to developing countries, per
capita gross national product (GNP) in a large number of these countries has

fallen, stretching human and political tolerance to the mit. Developing countrics’
share in world trade decreased dramatically; terms of trade for non-oil commodities
hit the lowest Ggure for decades.

6. Owver the lasit 20 years the gap between industrialised and developing
countries has wideped enormously. Between 1965 and 1987, the real per capita
(GNP (calculated on the basis of 1987 dollars) increased from $140 to $270 for low

1 See Annex A
2 Ses Annex A




income countries, from $980 to $1,680 for middle income countries and from
$8,820 to $14,550 for industrialised market economies.”

As things now stand, there is every prospect that in the coming years the gap
will widen still further.

7. Despite both a period of steady growth in the industrialised countries and an
increase in the volume of world trade, these countries, o, have not been free of
problems. Since the two oil price shocks, real economic growth has been slower
and many of the industrialised countrics have becn suffering from high long-term
unemployment, particularly in Europe. Protectionism is growing and could casily
escalate into trade conflicts between emerging trading blocs. Moreover, recent

concern aboul an intemational re-emergence ol inflabon has made growth

prospects more uncertain,

B Centrally Planned Economies’ (CPE), with the exception of the People's
Republic of China, have also suffered from low growth rmates and most of them

continue to remain ouotside the organisational structure and practices of the world

SCONOMTY,

9. These inter-related problems will not be sobved without a long-term pooling of
forces by all nations working together in a spirit of genuine international co-
operation. In our judgement, such co-operation could open an avenue towards
sustainable global economic growth and, in particular, could improve living
condiions among the poorest within the family of nations.

3  See Annex B, Table 1.
See Annex A.




II. THE PRESENT STRUCTURE OF FINANCIAL FLOWS

10. Within the OECD countries the largest financial flows of recent years have
been from Jepan and the Federnl Republic of Germany, the largest current
account surplus nations, to the United States, the largest deficl country. At the
end of 1988, Japan was the world's largest international creditor country (+35300
billion) and the United States was the largest international debtor (estimated -5490

billion); both figures include foreign investment.

11. Ower the last decade the savings rate in the United States has been low, while
the budgetary deficit has absorbed too high a proportion of these low savings.
Thic has contributed to high real interest rates in the United States which have
been above those in the Federal Republic of Germany or in Japan, thus helping

to attract their surplus savings to the United States.

The huge volume of these flows and their volatility has increased exchange

rate fluctuations, exacerbating the danger of financial market disrupbion.

12. Absorption by the United States of a large part of international savings and
high interest rates have added to the problems of the less developed countrics.
The flow of funds to developing countries has declined considerably at a tme
when these countries are already incumbered with the heavy burden of debt
servicing. Between 1982 and 1988 net external borrowing of less developed
countries fell from $104 billion to $26 billion, while non-debt creating fows (official

transfers and direct investment®) rose by only $7 bilion over the same period

5  See Annex A.




(from $27 hilion to $34 hiﬂ'bD]'l.i']. In some of the developing countries the Mow

of funds has become megative.

13. Additional demand for these funds comes from the European members of the
Council for Mutual Economic Assistance (CMEA, also known as COMECON).
The deterioration of their current accounts vis-a-vis the OECD countries has led
them to increase borrowing in convertible currencies. Between 1981 and 1987 the
outstanding foreign debt of European CMEA couniries rose from 395 billion to
$130 billion” (partly due to the appreciation of the Japanese yen, the German
deutsche mark and the Swiss franc). Two of these countries (Poland, Komania)
have had debt-servicing problems in the past and Poland’s have since continued.
Hungary, Poland and Yugoslavia are considered highly indebted countries, although

Hungary has always met its commitments.

14. In the past, members of the Organisation of Petrolenm Exporting
Countries (OPEC)®, in particular the four high-income oil exporters (Saudi Arabia,
Libyan Arab Jamahiriya, United Arab Emirates and Kuwait) were net lenders of
capital, but in 1987, with the fall in oil prices, their current account surplus tumed
into 8 deficit of $7.5 billion.

15. The world-wide pattern of direct investment reflects the overall flow of capital.
Again it has been the United States which has been the most important

recipient of foreign investment, receiving a disproportionate share of the total

amount of direct investment by seven major industrialised countries (Sweden,

§  See Annex B, Table 3.
7 See Annex B, Table 4,
8 See Annex A




Netherlands, France, United Kingdom, Federal Republic of Germany, Japan, and
Canada). Since 1980 this share has risen still further.

16. Ower the same period, the flow of investment from industrialised countries
o developing countries has fallen, Between 1982 and 1986 net direct
investment flows to developing countries halved (from $20 billion to $10 hillion®),
although they have since resumed some growth. Howewver, direct investment has
shifted from Latin America to Asia and flows into Africa remain low and arc

continuing to [all.

17. Most donor countries have not yet achieved the goal established by the
United Nations Genersl Assembly resolution 2626 of 24 October 1970, of
allocating 0.7 per cent of their GNP to ODA. The average percentage of ODA
in member countries of the Development Assistance Committee (DAC)! is only

half this figure (0.35 per cent in 1986-1987), just as low as it was 10 years ago.
Only a few countrics (Sweden, Netherlands, Denmark and Norway) are providing
substantially more aid and the two richest economies, the United States and Japan,
are providing substantially less (in 1987 0.2% and 031%, respectively).!!

During the 1980s the member countries of the CMEA significantly increased
ODA in real terms, but the percentage of their GNP given as ODA is still well
below the DAC average and their aid is mainly directed to less developed CMEA
members.

Notwithstanding the deterioration of their balance of payments, the four high-
income oil-exporting countries provided substantial ODA in the late 1970s and

?  See Annex B, Table 3.
10 See Annex A
i1 See Annex B, Table 5.




early 1980s. Kuwait and Saudi Arabia continuc to give 1.2 per cent and 3.4 per
cent (1987) of GNP as ODA.2

18. Most ODA is received by the low income countries (54 per cent in 1987). By
regional distribution, sub-Saharan Africal® has been the largest recipient (31 per

cent); South Asia 17 per cent; other Asian and Oeeanian countries 21 per cent;
Latin America 13 per cent; North Africa and the Middle Eaxt 17 per cent'. But
taken together, the less developed couniries received no more ODA in real
terms In 1987 than they did in 1980. The incremse in ODA from DAC
members has not balanced the fall in assistance provided by OPEC,

19. Among the developing countries, the countries of sub-Saharan Africa face
uniqgue problems which require special attention. Average per capita GNF is
declining and population growth is continuing to outpace economic and social
advance.”® Moreover, while 70 per cent of the population is dependent on the
land for its living, land erosion is widespread and increasing at the rate of 8 million
hectares per year. Sub-Saharan economics’ heavy dependance on a single
commodity or a narrow range of commodities is more precarious than in any other
group of countrics and they are more vulnerable to commodity price fluctuations
and deteriorations in commodity terms of trade.

Africa is a continent in crisis. There is little reason to believe that current

development programmes will reverse this sitnation.

See Annex B, Table 5.
See Annex Al

See Annex B, Table 6.
See Annex B, Table 7.




20. The bulk of long-term debt of low income countries in sub-Saharan Africa
is to official creditors (85 per cent). Between 1980 and 1985 net capital tows
into this region fell from $4.4 billion w $2.1 billion. In 1987 they rose (o just
under $3 hillion. Most of these countries cannot be expected to participate in the
financial markets.

The international community has recognised that debt-forgiveness is required
in this region and that new capital inflows should mainly take the form of grants.
At their Toronto Summit mecting in June 1988 the Group of Seven major

industrialised countries'® agreed on a menu of options for dealing with the debt of

the poorest debtor countries, including partial wnte-olls, longer repayment terms
and interest rate reduction. This approach was subsequently further refined by the
Paris Club!”, but debt service continues to exert a heavy burden.

21. A chain of events led to global ecomomic problems amnd financial
uncertainty,. One factor was inflationary financing of the Viet Nam war and
ambitious domestic expenditure programmes in the United States which
undermined the stability of the dollar and its ability to support the international
monetary system. The breakdown of the Bretton Woods arangement and the
ending of fixed exchange rates eliminated the disciplinary constraints under which
countries were forced to adjust to balance of payments disequilibrm. The
dislocations associated with these changes helped to spark increased inflation in
MOEL countries.

Another factor was the two oil price shocks in 1973-1974 and 1979-1980.
Prices peaked at 20 times the level of the 1960s, sending shock waves throughout

the international financial system. Encrmous surpluses accumulated in the current

16 See Annex A.
17 See Annex A




accounts of a number of oil-exporting countries with corresponding defieits in those
of oil-importing countrics. Large quantitics of these surpluses were deposited on
g shor-term basis in Western commercial banks which, in turn, channelled them
into medium and long-term credits, mainly 1o oil-importing countries.  This
procedure, labelled "petrodollar recycling” amounted in fact to a high-risk
transformation of commercial banks’ short-term liabilities into long-term loans.
Ambitious borrowing was spurred by negative real interest rates, a result of more
widespread inflation.

But the inherent danger of roll-over credits was either not understood or, al
least, underrated by commercial hanks, central banks and governments. Moreover,
not only was the newly created credit process left largely uncontrolled, but with
abundant liquidity available, continued financing was given priority without adequate
regulatory supervision by the International Monetary Fund (IMF), the World Bank
and creditor governments over the vital need for adjustments in deblor countries

22, Debtor countries should have taken measures o improve policy

management, to reduce oil consumption, to change the fiscal and monetary policy

mix, to cut military expenditure, to trim the costs of uncconomic prestige projects
and state companies, to fght corruption, © qucll capital flight and to tackle the
problems of widespread poverty. But these essential adjustments were by no
means fully carried out. Furthermore, the external environment developed
unfavourably, with slower growth in the industrialised countries, high interest rates
and a deterioration in the terms of trade for the debtor countries.

23. As a result of the financial needs of extensive development projects in oil
surplus countries, the fow of petrodollars into the banking system of the
industrialised countrics dried up by the early 19805, At the same time the new




macro-economic policy mix pursued by the United States from the early 1980s
onwards resulted in high real interest rates. In August 1982 Mexico's inability
to service its foreign debt touched off the debt erisis.

24. Commercial banks had accumulated an enormous stock of loans to less
developed countries. In 1982, for example, the extemal claims of major United
Statcs commercial banks on developing countries were double their capital base.
Creditor banks were forced to recognise that a signifieant part of these loans would
not be repaid on schedule or not repaid at all. At the start of the erss even
major commercial banks had to face the very real possibility of collapse.

25. Simce the onset of the debt crisis im 1982, creditor banks in the United
States have gone some way towards rebuilding their capital base. Ower the
four year period 19841984, total claims of United States commercial banks vis-g-

vis Latin America declined [rom $106 billion to $95 billion.'® Their AVCTAET
12

provisions against developing country assets are now estimated at 30 per cent.

26. Japanese commercial banks' exposure to the less developed countries has been
less dramatic. By 1987 appreciation of the yen had halved the domestic value
of their dollar-denominated exposure. For most Japanese banks, Latin American
debts today make up only 1 per cent of their total assets.

2. A major problem for United States and Japanese commercial banks stems
from the fact that tax laws in these countries discourage adequate provisioning
against potential loan-losses.

18 See Annex B, Tablc 8.
19 See Annex B, Table 9.




28. Provisioning policy is much easier for European commercial banks where tax
deductibility is allowed, as, for example, in the Federal Republic of Germany and
France. As & result the level of provisioning against these debis is relatively high

in these countrics (50 per cent and 45 per cent, respectively).

29. But new challenges have arisen for monctary authorities and the banking
system, some of which are also related to the historical background of the debt
crisis. Intermational financial Dows are now many times greater than international
trade flows and now dominate foreign exchange markets. Because of the high
degree of exchange rate volatility, these expanded financial markets could easily
disrupt financial flows at any time, possibly leading to severe strains - and even
disruption - of the global financial system. The stock market crash in 1987
illustrated such dangers.

The immediate workdwide reaction o the events on Wall Street in October
1987 clearly showed that although there i only one global [inancial market,
regulations are still largely confined to national borders. The need for close co-
operation and co-ordination among national supervisory authorities has never been
more evident; moreover, the growing practice of offshore banking has created
uncertainty about the lender of last resort. Hecently, these dangers have at Jeast
been partially recognised by the leading central banks,

30. The surge in speculative operations has also spilled over inte industrial
markets. Leveraged buy-outs which onginated in the United States have since
spread o many other countries. Mostly financed through commercial bank loans
and so-called junk bonds,®! they have become increasingly attractive as a result of

W e Annex B, Tahiz 9.
2l See Annex A.




tax deductibility of interest payments on debl in some countnes (as opposed to
dividend payments which are not deductible).

31. Confronted with the fact that less developed countrics have had continuous
problems in servicing their debt, commercial banks have become more and more
reluctant to lend fresh money. Voluntary new lending has virtually ceased. In
recent years, those commercial banks which have lent money have done so mainly
in order to ensure interest payments on outstanding loans,

Some banks have sold less developed countrics’ loans al a discount to other
banks or third parties. (For example, in the first quarter of 1989 loans to Peru
were discounted by 95 per cent, loans to Brazl by 66 per cent and loans 1o

Argentine by B0 per cent?®) The increasing discounts of these loans in the

secondary market™ refiect the growing doubts about their ultimate value.

In some rescheduling arrangements, banks have traded loans against other
assets at a discount. These so-called voluntary debt reductions are now estimated
to exceed $26 billion®® for 15 major debtor countries®®. On the other hand, the
appreciation of the German deutsche mark and the Japanese yen has meant a
significant increase in the value of deutsche mark and yen debt when converted
into United States dollars.

32 Debt rescheduling arrangements were, in most cases, linked to new
financing by international financial institutions (the International Monetary
Fund (IMF), the World Bank and the regional development banks, such as the

See Annex B, Table 10.
See Annex A.
See Annex B, Table 11.
See Annex A




African, Asian and Inter-American dovelopment banks). In the past, their
imposition and supervision of adjustment policies oeused mainly on cuts in
government expenditure and moncy growth, reductions in imports and devaluation
of the recipient country's currency. But while these policies may have improved
balance of payments, they may have been formulated too nammowly to lead to
growth, penalising in some cases, the poorest segments of society and causing, in
turn, social and political unrest.

33. The international financial institutions have an important role to play in
increasing the flow of funds to the developing couniries. In most cases their
participation in debt-rescheduling arrangements is a pre-condition for new lending
by commercial banks. Through the basic financing of projects and policy loans™®
designed to increase the efficiency of the cconomy, cxpand exports and reduce
imports through the substitution of domestically produced goods, they assume a
catalyst role for capital inflows from other sources. Although their own
commitments have been substantial in the past, in recent years net transfers from
the IMF and the World Bank have become negative.

In the Wordld Bank’s case, the fact that funds must be raised on the

international capital markets may discourage the Bank from taking risks in ils

lending policyy. Howewer, the recent incresse in OECD countries’ capital

commitments should enable it to exert greater leadership both in prosading capital

amnd in supporting flows by others.

34. The decline in new lending, coupled with increasing payments both of intercst
and principal, have meant that since 1982 the net transfer of resources to the
developing countries has fallen. [n 1984 it became negative for the first ume.

3% See Annex A.




In 1988 the net flow of resources from the developing countries to the
industrialised world was cstimated at $43 billion; with a total net flow of $140
billion between 1984 and 198827 But over the same period the total amount of

the developing countrics’ debt increased from $950 billion to $1,240 billion. ™

35. The debt crisis of the developing countries amounts, in fact, to a number of
guite differently structured national or regional debt erises which call [or
different approaches. Debts have taken different forms--state-state, statc-private,
state-international institutions, private-state, private-private, private-international
institutions, The IMF has estimated that by 1988 the developing world’s total
foreign debts, which stood at $850 hillion in 1982, had risen to §1,240 billion.
$1,040 billion of this was long-term debt of which $120 billion was unguaranteed
and §920 bilion guaranteed by governments of debtor countries. Of the
guaranteed debt $490 billion was to official creditors, $350 billion to commercial
banks and $80 billion to other private creditors.™

36, In 1985 the Baker initiative™ recognised the central need for growth-oriented
policies in highly indebted countries. In particular, it focused on adjustment
programmes in the borrowing countries, on debt-rescheduling to buy time and on
new lending by private banks to finance basic investment.

See Annex B, Table 12.
See Annex B, Table 13.
See Annex B, Table 13,
See Annex A.




Since then, a menu of market-based options has been used increasingly,

including voluntary debt reduction - an approach which has been further
cmphasised by United States Secretary of the Treasury, Nicholas Erad}'.‘“

37. The debtor countrics have gone through important adjustment programmes
with a significant change taking place in their traditional economic thinking. The
economic reform programmes are a permanent ongoing process and must be
strengthened. But the fact remains that, while the debtor countries have made
some progress in this direction, the flow of private credit has not been adequaie
to support their internal growth. Moreover, recent increases in interest rates
have in some cases more than offset important domestic adjustment efforts.

38. Capital Aight™ from many developing countries mirrors both their poor
growth prospects and the lack of confidence in the management of their economic
and fiscal policy mbc The fact that citizens of these countries often prefer to
invest their money abroad, particularly in the industrialised world, has exacerbated
the debt problem. Poor growth prospects have also accelerated brain-drain,

39. Military expenditure in OECD countries, CMEA countries, some OPEC
countries and many developing countries, still represents 8 major proportion of
national budgets, Whercas, in absolute terms, 8 staggering $470 billion was spent
by OECD countries for military purposes in 1987, only $40 billion was devoted to
ODA. In other words, ODA from OECD countries amounted to only 8.8 per
cent of their military spending.

3l Gee Annex A.
32 See Annex B, Table 14.




For the member countries of the North Atlantic Alliance, the ratio of ODA
o military spending is even lower. Figures for military expenditure by CMEA

countries are uncertain,™

40. In the developing countries military expenditure is considerably larger than
receipts of ODA. It is estimated that, of roughly $1,000 billion in annual global
military spending, $200 billion was spent by the developing countries (including the
People’s Republic of China). The aggregate UDA 1o these countries, however,
amounts to only $48 billion, i.ec. onc quarter of their military expenditure.

3 See Annex B, Table 17.




I1l. THE WAY FORWARD - RECOMMENDATIONS

41. Adequate and sustainable growth in the world economy and in world trade
iz the key to developing & sound and efficient pattern of international financial
flows, particularly towards the developing countries.

42, Sustainable economic growth cannot be achicved in a monetary environment
characterised by high inflation and erratic exchange rate fluctuations. The future
world mometary system must therefore exert disciplining effects on national

economic management, combined with close international co-operation.

The European Monetary System (EMS) demonstrates that more stable
conditions can be achieved. A strengthening and widening of this system could
eventually pave the way towards a reform of the world monetary system. As &

further step towards international monetary co-operation, the Soviet Union, China
and the CMEA countrics should be invited 1o participate more fully and equitably

in intemational monetary arrangemaents.

43. Free trade is a prime benefit o the world economy but is vnder attack
Efforts must be mobilized for its defense. Effective steps to Gght all kinds of
protectionism and to abolish all trade barriers are essential, particularly in the feld
of agricultural products, capital movements and services.

To achieve this goal, OECD countries in particolar should make a
concerted effort to reduce substantially all non-tariff barriers over the next five
years. This would reverse a process which, in the period between 1981 and 1986,
saw non-tariff barricrs increase by 25 per cent in the United States and by 20 per
eent in the Buropean Economic Community.




Over ten years OECD countries should move to eliminate all tariff
barriers as well as the remaining non-tarif barriers.

44, The declarations of emerging [ree trade areas, such as the Ewropean single
markei, favouring a further widening of free trade and opposing all barmiers that
would stifle growth potentials are welcome. But all temptations to develop thesc
regions into economic fortresses must be resisted. These emerging free trade
areas should remove non-tariflf barriers against third countries and particularly
less developed countrics.

45. The present structure of global capital flows will not be reversed as long as the

richest economy in the world, the United States, continues to absorb a substantial
share of the worlds capital formation and the two biggest capital cxporting
countries, Japan and the Federal Republic of Germany, continuc to concentrate
their enormous surpluses largely in the United States.

46, The United States must apply policies designed to reduce its massive fiscal
and current account deficits and resume its status as a net capital exporter by
the mid-1990"s.

In order both to raise its savings rate and strengthen capital formation, the
United States should restore fiscal balance within four years, by both expenditure
cuts and, if necessary, (ax INCreascs.

The United States should reduce incentives for debt creation by ebolishing tax
prowisions which favour debt rather than equity financing.

47. Energetic efforts by Japan and the Federal Republic of Germany are
essential in order to reduce their current account surpluses vis-a-vis the rest of the




world and to base their economic growth on domestic demand. (In the case of
Japan, this process has already begun.) The two countries shoald reduce their
current account surplus to 1 per cent of GNFE Both should take budgetary
measures, c.g abolishing preferential tax trcatment of privaic saving and
encouraging public expenditure for infrastructure purposes.

Japan should increase its ODA dramatically - from below the OECD
average to 1 per cent of GNP

48. The Soviet Union and the other CMEA countries, as well as the People’s
Republic of China, should take steps to integrate their economies more fully
into the world economy. To encourage this process, they should be welcomed as
full participants in international organisations, such as the International Monetary
Fund, the World Bank and the General Agreement on Tarifls and Trade (GATT),
provided they assume the full obligations of membership. Adjustments should be
made to the woting rights in the Bretton Woods instilutions in order Lo
accommodate an enlarged membership.

49. The present thrust of Chinese, Soviet and other CMEA countries’ leadership
towards structural reform of their domestic economies is welcome. The

extension of privaie credits at market terms to these countries should not be
discouraged.

The Soviet Union should undertake 10 become a more important donor of
ODA.

50. After a period of renewed Cold War and & competitive arms race, the United
States, the Soviet Union and their allies now seem prepared to reduce political
confrontation and to negotiate mutually balanced disarmament treaties. The




normalisation of superpower relations has already led to a solution of some
regional conflicts. There is a window of opportunity for a negotiated structure of
relations between West and East, which, by reducing political tension and the
military burden, could help efforts Lo

(a) tackle the U.S. budgetary problem;

(b) bring about economic improvement in the Soviet Union and the East

European countries;

(c) imcrease the flow of funds to the developing countries;

(d) improve conditions for global economic growth; and

(e) provide funds for environmental problems.

51. The developing countries should make the creation of a favourable
economic environment a priority. This should include efforts at lowering rates
of inflation, opening markets as soon as conditions permil, requiring parastatal
enterprises 10 meet market standards, addressing the problems of the poor,
reducing rates of population growth, evoiding degradation of the emvironment,
improving legislation concerning private property, establishing an equitable tax
system and reducing government intervention over micro-economic management,

etc. The economic environment will be the key [actor in determining further

lending by commercial banks and in attracting foreign direct investment.

Coupled possibly with legal amnesty measures, a more favourable ECOTnIMiIc
environment would reduce capital fight and encourage capital repatriation.

52. Self-sustaining growth for all developing countries will ultimately depend on
their own efforts and policies to enhance savings and production efficiency. At the
same time, many countrics representing a large propertion of the world's

population are so mired in poverty and so poor in resources that sizeable amounts




of official development assistance are urgently needed to start and support the
growth process. Such assistance should be conditional upon strict standards of
cfficicncy and effective retum on capital,

Consistent with meeting those requirements, the total amount of ODA
provided by the industrialised countries should be doubled over the next five
years.

The least developed countries and disaster relief should continue to have first
claim on ODA funds.

At the same lime, the preservation of the environment will require very
large amounts of capital. The greenhouse effect will oblige all states 1o reduce
the emission of carbon dioxide gases caused mainly by energy production using
hydrocarbons,  This obligation cannot and should not impose additional burdens on
the developing countries. Those burdens should be borne by the industrialised
countries who, in the past, have been mainly responsible for the emission of

greenhouse gases.

53, Public opinion, pariaments and governments of the donor countries find it
politically difficult to increase development aid, to impose new taxes, or (0 cammark
specific funds within the normal budgetary process. Nevertheless, in order (o
ensure the long-delayed increase in the resources for ODA, a mechanism of
automaticity should be explored and implemented in each donor country. For
example, if such a process were to start at 0.5 per cent of GNP in 1990 and rise

by 0.04 pcr cent per annum, it would reach 0.7 per cent in 1995 and yicld

somewhat over §100 billion per anmm.

54. Domor nations and international financial institutions should give special
consideration to countries which:




{a) emphasisc poverty reduction programmes;

{b) spend less than 2 per cent of GNP on military expenditure;

{€) apply or take sieps toward efficient family planning policies in order o
cope with the problem of population growth; or

(d) implement policies aimed at the preservation of the environment.

55. There is no region in the world in which the problems of development are
as overwhelming and pressing as in sub-Saharan Africa. This is true in terms

of population growth, environmental degradation and declining agricultural and

food production, but it is particularly true with regard Lo the dearth of tramed and
skilled human resources.

Ultimately, the possibility of redressing their situation lies with Alricans
themselves. However, without sufficient levels of policy-making, professional,
technological and managerial leadership, this is a responsibility which sub-Saharan
Alfrica cannot bear. Donor countries and multilateral agencies should make specaal
efforts to provide funds for the educational training and qualitative enhancement
of African lendership in these and related arens.

Specifically, the OECD countries--with major participation by the surplus
countries—should establish a %1 billion endowment fund to be administered by
the African Development Bank. The proceeds of this fund should be used to
assist the development of such leadership in order to create the institutional
infrastructure in sub-Saharan Africa so vital to its achieving sustainable palitical
stability and economic growth,

In addition, the flow of external financing to this region should be increased
over and above projected levels, by means of both further specific debt relicf and
larger QDAL




As a means of encouraging transnational co-operation, investment should also

be targeted at regional and subregional projects and programmes.

56. Special assistance should be given to address the drug problem, including
the eradication of drug-producing crops.  The donor countries should supply long-
term financing to support concerned governments in their efforts to replace prescn
production with food or agro-industrial erops and to attend to the basic social
needs of those involved in the transition process,

But the developing countries involved in the production of basic agricultural
crops from which drugs are manufsctured and distributed, cannot assume sole

responsibility for a problem which concerns mankind as a whole. Consumer

countries have & major responsibility, not only to reduce demand for drugs, but to
bear the financial, social and political burdens in the fight against drug consumption
and intemational drug trafficking. All governments should recognise the global
implications of the drug problem and should take immediate and collective action.
To this end, an international agreement should be reached between all those
countrics involved in the growth, spread, trafficking and use of drugs.

57, The complexity of the debt issue, as well as its structural variety, call for
urgent and long-term solutions on a case-by-case basis, This requires fresh
institutional approaches.

58. The problem of the heavily indebted countries demands priority attention
and immediate action. Recent developments underine the urgent need for new
initiatives which will provide both for the restructuring of exsting debt and for the
new financing which will be necded to meet future requirements. Not only is Lhe
present situation deteriorating, but without positive action, prospects for further




economic growth and financial stability will be seriously jeopardized. Democracy
itself is in danger of being underminesd.

The "Brady Plan” officially recognises that commercial banks must, directly or
indirectly, accept a reduction in the value of their loans to the developing
countries. It also accepts, for the first time, the need for the Bretton Woods
institutions to support debt reduction. Detailed measures must include some
combination of debt and interest reduction, as well as official support by way of
new [unds and partial guarantees of re-written and reduced commercial bank debt.

In this connection, it is essential to recognise that effective co-operation
among commercial banks, imternational institutions, debtor and creditor
govermments, requires simuoltancous nction. This will not be achieved without
adequate financing and strong centralized leadership from the heads of the two
Bretton Woods institutions. The IMF and the World Bank will need to work

closely together to encourage joint cvaluation and review.,

59, This process might be achieved most efficiently through the creation of a new
facility sponsored by the World Bank and the IME This facility should aim to
mobilize substantially greater funds than those now flowing to the developing
countries. Such funds, in addition to those provided by the IMF and the World

Bank, would be furnished by voluntary contributions from OECD countries, with
Japan playing the major role.

In time, it might be desirable for this facility to assume an institutional
structure, to raise equity and to borrow from the markets. It could immediately
become a focus for leadership in the negotiation and co-ordination of effective
debt relief consistent with development.




6, Given the very size of the fnancial needs of highly indebted countnes,
commercial banks that wish o maintain an active prescnce in these countries
should be encouraged to provide increased financing for trade or investment. In
some instances co-financing with the World Bank and the regional development
banks is appropriate. Commercial banks, in particular those which do not agree
to voluntary debt relief or to provide significant new money, should be asked to
accept Incal correncies for a portion of the interest duwe to them, thersby
creating funds for local investment.

These co-ordinated Bnancal programmes should be based on economic
programmes extending over scveral years, under the general surveillance of the
World Bank and the IMFE

61. Given the serious political and social implications of the domestic adjustment
programmes on which further financial flows will be conditional, the multilateral
institutions should consider establishing an advisory growp to review the general
critena used for establishing conditionality.

62. Because Japan has played, and should continue to play, an increasing role in
the financing of the IMF and the World Bank and, in particular, the International
Development Association (TDA), its increasing contribution should be recognised
by the provision of adequate voting rights.

63. Reductions of commercial bank debt will not be a panacea. If agreed on
a voluntary basis, it is highly unlikely that the relicf will be sufficient under present
conditions. IL, on the other hand, such reductions were to be imposed unilaterally,
they would seriously endanger the future credit worthiness of the highly indebted
countrics. There remains, thereflore, a pressing need to meet their external




financial requirements. The sceretarint of the United Nations Conference on
Trade and Development (UNCTAD) estimates that the amount of additional
external resources necessary in order to achieve 3 per cent growth per capita in
the highly indebted countries is roughly $16 billion per year over the next [five
years; i.e. a 30 per cent reduction of the outstanding debt to provate creditors

would reduce interest payments by this amount.™

64. Governments of OECD countries should promoie private investment in -
and lending to - the developing countries by means of various supportive
measures, such as government guarantees against political risks and changes in
regulations, accounting rules and tax laws, which would help to build up reserves
against possible loan losses.

65. The link between trade, debt and development must be recognised. A
substantial expansion of the highly indebted couniries’ traditional and mon-
traditional exports is essential both for resumed economic growth and in order
that significant progress can be made in solving the debt problem. Combined with
a strengthening of the export-oriented strategies initiated by a number of the
devcloping countries, a more open and fevoursble international trading
environment (including the reduction of non-trade barriers, quotas, certification of

origin and an extension of specific preferential treatment) will offer possibilities for

servicing debt.

66. Members of OPEC and other oil-exporiing countries should accept their
share of responsibility for undisrupted and smooth global economic development.
Acknowledging the effects of the two oil price shocks in the 1970s, they should

M See UNCTAD, Trade and Development Report, 1988, p. 112-118
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undertake to provide oil st predictable and stable prices. The price of il
should on average reflect the requirement of balancing long-term supply and

demand.

67. A favourable domestic environment has played a key role in the emergence of
Newly Industnialised Economies (NIEs), fostering their evolution from developing
to industrialised countries. On the other hand, scvere economic constraints and
negative growth rates in & oumber of other countrics are clearly the result of
wrong cconomic policies. We call attention to the fact that the primary
respoasibility for economic and social advance lies with the people and leaders
of each nation.




ANNEX A

DEFINITIONS AND EXPLANATIONS




BAKER INITIATIVE
The Baker plan, put forward by the then United States Treasury Secretary,
James A Baker II, in Seoul in October 1985, specifically called for $29 billion
in extra commercial bank and international financial institutions’ loans over
three years, provided the borrowing nations were “wiling to commit
themselves' to market-onicnted growth policies.

BRADY PLAN
The plan, proposed by United States Treasury Secretary Nicholas F. Brady
in Washington D.C. in March 1989, outlines a basis on which to "work to
revitalize the current debt strategy.” This basis includes steps to permit
negotiated debt or debt service reduction schemes, financing of specific
debt reduction programmes by intemational financial institutions, more
timely disbursement of financial support, rescheduling and restructuring of
debt through the Paris Club, additional fnancial flows, reduction of

administrative impediments to debt reduction, measures against capital

flight, and an improvement of the economic environment in debtor

countrics.

CENTRALLY PLANNED ECONOMIES (CPE)
Bulgaria, China, Czechoslovakia, German Democratic Republic, Hungary,
Foland, Romania, UUSSR; there are other countries, such as Cuba, Viet Nam
and others, which also may be considered as centrally planned cconomies.




COUNCIL FOR MUTUAL ECONOMIC ASSISTANCE (CMEA)
European members are  Bulgarin, Czechoslovakia, German Democratic
Republic, Hungary, Poland, Romania and USSR. Non-European members arc
Cuba, Mongolia and Viet Nam.

DEVELOPMENT ASSISTANCE COMMITTEE (DAC) OF THE OECD
Members are Australia, Austria, Belgium, Canada, Denmark, Finland, France,
Federal Republic of Germany, Ireland, Italy, Japan, the Netherdands, New
Zealand, Norway, Sweden, Switzerland, United Kingdom, United States and
the Commission of the European Communities.

FOREIGN DIRECT INVESTMENTS
The book value of direct investors' equity in - and outstanding loans to - their

foreign affiliates. A foreign alfiliate is a foreign business coterprise in which

a single investor owns at least 10 per cent of the voting securities, or the

equivalent.

GROUP OF SEVEN (GT)
Seven major industrialised countries: Canada, France, Federal Republic of
Germany, Italy, Japan, United Kingdom and United States.

HIGHLY INDEETED COUNTRIES
Countries deemed to have encountered severe debt-servicing difficulties:
Baker countrics (I5): Argentina, Bolivia, Brazil, Chile, Colombia, Cote
d'Ivoire, Ecuador, Mexico, Morocco, Nigeria, Peru, Philippines, Uruguay,
Venezuela, Yugoslavia;
17 highly indebted countries (World Bank classification):




Baker countries + Costa Rica and Jamaica.
At specified places this description also includes Poland and Hungary.

JUNK BONDS
High-yiclding bonds that are below imvestment grade and are at times used in
corporate take-overs and buy-outs,

LEAST DEVELOPED COUNTRIES (LLDC)
United Nations classification taking into sccount GNP per capita, share of

industrial production and literacy. The following countries are classified as
LI by the United Nations:

Africa
Benin, Botswana, Burkina Faso, Burondi, Cap Verde, Central African
Republic, Chad, Comoros, Djibouti, Equatorial Guinea, Ethiopia, Gambia,
Guinea, Guinea-Bissau, Lesotho, Malawi, Mali Mauritania, Mozambique,
Niger, Rwanda, Sao Tome and Principe, Sierra Leone, Somalia, Sudan,
Tanzania, Togo, Uganda;

Asin and Pacific
Afghanistan, Bangladesh, Bhutan, Burma, Kirbati, Lao People’s Democratic
Republic, Maldives, Nepal, Tuvalu, Vanuatu, Western Samoa, Yemen Arab
Republic, People’s Democratic Republic of Yemen;

Latin America and the Caribbean

Haiti.

LENDING AND BORROWING
Flow of non-concessional, repayable funds from commercial banks,
governments or international Gnancial institutions, i.e., IMF, World Bank, ete.




LESS DEVELOPED COUNTRIES (LDXC)
The Development Assistance Committee of the OECD defines as less

developed countries all Latin American and Carnibbcan countries, all African
countries except South Africa, all Asian countries except Japan, all Oceanian

countrics cxcept Australis and New Zealand and in Europe Cyprus, Malta,
Poland, Romania, Torkey and Yogoslavia,

LOW-INCOME COUNTRIES (LIC)

Less developed countries with a 1987 per capita GNP of $426 or less, having
a total population of 2.8 billion (World Bank classification). Low income
countries include all least developed countries (LLDCs) except Botswana, Cape
Verde, Samoa, Yemen Arab Republic, People’s Democratic Republic of
Yemen (which are considered to be middle income countries) and the
following countrics: Burma, China, Ghana, India, Kampuchea, Kenya,
Madagascar, Mozambique, Pakistan, Senegal, Sri Lanka, Viet Nam, Zaire,
Zambia.

MIDDLE-INCOME COUNTRIES (MIC)
Less developed countries with a 1987 per capita GNP of $426 or more, having
a total population of over 1 billion (World Bank classification).

NEWLY INDUSTRIALISED ECONOMIES (NIE)
Asia: Hong Kong, Korea, Singapore, Taiwan




OFFICIAL DEVELOPMENT ASSISTANCE (ODA)
The Development Assistance Committee of OECD delines ODA as grants or
loans with a grant element of at least 25 per cent. The grant eclement
measures the degree of concessionality of loans.

OFFICIAL TRANSFERS
Payments by governments that result in no purchase of goods or services, e.p.
foreign md grants, dispster reliel, subsidies o defence budgets, ete.

ORGANISATION FOR ECONOMIC CO-OPERATION AND
DEVELOPMENT (OECD)
Members are: Australia, Austria, Belgium, Canada, Denmark, Finland, France,
Federal Republic of Germany, Greece, lccland, Ireland, ltaly, Japan,
Luxembourg, Netherlands, New Zealand, Norway, Portugal, Spain, Sweden,
switzerland, Turkey, United Kingdom and United States.
Except Greece, Portugal and Turkey, which are middle income developing
countries, OECD members are developed market economies or industrialised
countries.

ORGANISATION OF PETROLEUM EXPORTING COUNTRIES (OPEC)
Thirteen oil producing countries: Algeria, Ecuador, Gabon, Indonesia, [slamic
Republic of Iran, [rag, Kuwait, Libyan Arab Jamahiriys, Nigeria, Quatar, Saudi
Arabia, United Arab Emirates, Venczuels.

PARIS CLUB
The Pans Club negotiates amangements to defer payment obligations on

credits extended or guaranteed by creditor-country government agencies.




POLICY LOANS
Policy loans of the World Bank are loans for structural adjustment of the
whole economy or a specific sector, e.g. energy. Other World Bank loans are
for special projects.
In the years 1985-1988, policy loans represented 32.3 per cent of the total
World Bank lending to highly indebted countries (compared to 14.8 per cent
in the years 1982-1984).

SECONDARY MARKETS
The term refers here to the markets where loans of highly indebted countrics
are traded. The effective price to be paid by the buyer is typically lower than
the face value of the loan, refiecting the risk of non-payment by the borrower
country. The Morgan Guaranty Trust Company estimates the average
discount for debt of the Baker 15 to be 60 per cent (end 1988).

SUB-SAHARAN AFRICA
All countries south of the Sahara excluding South Afnica (e all Alrican
countries other than Algenia, Egypt, the Libian Arab Jamahiriya, Morocco,
Tunisia, South Africa).

TERMS OF TRADE

Relation between the prices of a country’s exports and the prices of its
imports.
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Basic Indicators.

World Population and Gross National Product, 1987.
Developing Countries: External Financing, 1981-1988.
East European Debt in Comvertible Qurrencies, 1981-1987.
Official Development Assistance: Donor Countries.

Total Fet Receipts of Official Development Assistance from
Major Sources by Region.

Africa: Demography and Fertility.

Claims on Developing Countries of Banks in tha Unitad
States.

Estimated Ievels of Provisioning by Banks ajainst
Developing Country Assets by Major Creditor Countries,
1988.

. Secondary Market Prices of Developing Country Loans,
198 7=1989.

Estimated Face Amount of Voluntary Bank Debt Reduction,
1985-19488 .

Public and Private Long-Term Debt and Financial Flows in
Developing Countries, 1982-1983.

. Developing Countries: External Debt, by Class of Creditor,
15981-1988.

: Eap:‘lta.l Iup::rl:i.ng l:m-algpi.ng Countries by Region: Summary
Estimates of Capital Flight, 1975-1985.

Balance of Payments on Current Account for the United
States, Japan and the Federal Republic of Germany,
19E82-1988,




16. Debt Stock of Developing Countries:
A. Iatin America and the Caribbean, 1987.
B. Africa, South of the Sahara, 1987.
C. Asia, 1987.
D. MNorth Africa and the Middle East, 1987.

E. Southern Europe and the Mediterranean, 15987.

17. Military Expenditues and Cfficial Development Assistance,
1987 .




BASTC INDICATORS

GNP Average anmal Average anmual  Life ex-
per capita growth rate inflation rate pectancy
(%) (%) Avears)

Population Area
(milliors) (1000 s
mid-1987 Fa2) 19653/ 1987 1965-87 1965-87  1980-87 1987

Low-income econcmies 2,822.9 37,015 140/ 270/
China and ]:rﬂ:n.a 1,866.1 12,849 130 300
Other low-income GE6.9 24,166 140/ 200g/

i
Lo s
SR T AT

HMiddle-income economies 1,038.5 36,118 Ga0 1,680
Lower middle—income E609.6 16,781 710 1,140
Upper middie-income 432.5 20,272 1,370 2,570

[l el
e th O
[ "=

Low and middle income 3,8681.4 73,133 360 650
Sub-Saharan Africa 441.7 20,999 310b/ N0g/
17 Highly indebted EA2.5 21,213 230 1,430

o
[= 0 5

o Wi

High-income economies 777.2 33,757 8,820 14,550
OECD members T46.6 31,085 8,900 14,670
Others 30.6 2,673 4,330 9,220

|
N =1 =
wom D

4/ GIP per capita 1965 at 1987 prices, derived from colmms (4) and (5)
b/ 1986 prices
c/ 1986

Sources: World Bank, World Development Indicators, 1983 (Draft);
World Bank, World Develcpment Report 1988, pp. 222 amnd 223.




WORLD POPULATION AND GROSS HATIONAL PRODUCT, 1987

tion Qe
(%) (US$ billions) (%)

1100} 47,149 1100}

{15.4) 12,432 (72.5)

4,513 (26.3)

Japan . 2,385 [13.9)

EC 4,287 (25.0)
others : 1,248 (7.2)

Less Developed Countries 2,723 2,369 (13.8)

Least Developad
Countries { 7.7) (0.5)

Asian Fewly Industrialized
Economies { 1.4) (1.6)

OPEC { B.3) 621 (3.6)

Other Middle=Tnooma
Countries 708 {14.1) 1,017 (5.9)

Other Low-1nccme
Countries 1,145 {22.9) 159 (2.1)

(India) 78l {15.6) 247 (1.4)

Centrally Planned
EBconamies 1,513 {30.2) 2,347 {13.7)

China 1,089 (21.7) 300 (1.8}

Cthers 424 {8.5) 2,047 (11.9)

Sources: Crganisation for Economic Co-cperation and Development, World
Bank, United Hations and Daiwa Sacurities Research Imstitute.




DEVELOPING COUNTRIES: EXTERNAL FINAKNCING, 1981-1988
(Us$ billions)

1981 1982 1983 1984 1985 1986 1987

Deficit on goods, services,
and private transfers

Hon—debt-creating flows, net
Official transfers

Direct irmvestment, net
Special drawing rights (SDR)
allocation, gold monetization
and valuation changes

U= of ressrves

Asseot transactions, net

Net errors and omissions

Ret extemal borrowing

Reserve-related liabilities
Liabilities constituting
foreign authorities' reserves
Net credit from IMF
Long-term borrowing from
official creditors, net
Other net extarnal borrowing

Source: IMF, World Economic Outlook, April 1989, p. 172.




EAST EUROPEAN GROSS DEBT IN CONVERTIBLE CURRENCIES, 1981-1987a/

(US$ billions)

15981 1982 1983 1584

3,162 2,977 2,482 2,165

4,598 3,598 3,612 3,135

15,423 12,998 12,191 11,332 15,764

8,699 7,952 8,250 8,836 15, 0B6
25,468 24,700 26,440 26,800 33,526

10,1559 85,766 8,880 7,198 6,395

67,509 62,391 il ,B55 59, 466 B0, 100

26,137 23,587 22,513 33,081

Total 89,128 85,442 Bl,979 113,161

a/ Erd of the year,
b/ Includes intra-German debt.

SQuroe: OBECD, Financial Market Trends, February 1988, p. 24.




TAELE 5
OFFICIAL DEVELOPMENT ASSISTANCE: DONOR COUNTRIES

Het Parcerttage of
Disbur=ements Groas Hational Product

1587 1980-81 g/
(USS millions) AVErage

630
Austria 200
G390
Canada 1,850
Demmark 860

dOEBER

oooo0

Finland 430
France b/ 6,530
France o/ 4,490
Garmarny, Fedaral Republic of 4,330
Ireland 50

B b b oy

FIDFICICI'
Mmoo

Italy 2,620
Japan 7:450
Hetherlands 2,000
Hew Zealand 90
Horway 890

Sweden 1,380
Switzerland 250
United Kingdom 1,870
United States 8,950

Tetal DAC Countries T 41,5304/

USSR 4,320
Eastern Europe 550

Total European members of CMEA 4,870

Lilvan Arab Jamahiriya &0 1.16
Knmait 320 3.52
Saudi Arabia 2,910 4.87
United Arab Emirates 20 4.06

a/ 1980 for Arab Countries.

b/ Including Départements and Térritoires d'Outre-Mer.

¢/ Excluding Départements and Térritoires d'Outre-Mer.

d/ Imdividual figures may not sum up to the total due to rounding.

Source: OECD, Development Assistance Comittee, Co-gperation and
Development Report 1988, pp. 68, 87 and 221.




TOTAL NET RECEIPTS OF OFFICIAL DEVELOFPMENT
ASS5ISTANCE FREOM MAJOR SOURCES BY REGIOH g/

Percentage
aof total ODA

1975-Th 1585-87

Sub~Saharan Africa 19.7
South Asia 20.2
Other Asia and Cceania 17.8
MNorth Africa and Middle East 29.2
[atin America amnd Caribbean 12.2

Southern Eurcpe 1.5

Total

3/ O0A from DAC menbers, multilateral donors and,
to the extent known, Arsb donors.
No data are available on net dishureements by members.

Source: Development Assistance Committee, Co-operation and Develop-
ment Report 1588, pp. 200 and 201.




AFRICA: DEMOGRAFHY AND FERTILITY

Hypothetical Assumed
Population Size of vear of Total
(millicns) statiocnary reaching fertility rate
_  pslation net ¥ s LA T
1986 2000 (millions) cuction 1965 1986 2000
rEte of 1

Bendn

Botswana

Burkina Faso
Baruihdi

Cameroon

Cantral Afr. Rep.

22 2035
5 2025
{2 2040
24 2035
5l 2030
12 2035
10 2030
51 20730
22 2040
132 2020
205 2040
58 2030
121 2030
3 2030
11 2035
52 2035
42 2040
19 2040
3 2040
2 2000
53 2020
74 2040
36 2040
2035
40 2040
10 2035
18 2045
30 2040
20035
123 2035
Togo 16 2035
Tunisia 18 2015
Uganda 82 2040
Zaire 2035
Zambia 37 2035
Z imbabwe 33 2025
Total sub-Saharan
Africa a/ 424 2035
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For oomparison
purposes:

China 1,054 1,279
India 781 1,002

a/ Sea Annex A.
b/ 1,200 in 2025.
Soirce: Derived from World Bank, Werld




CLATMS ON DEVELOPING COUNTRIES
OF BANES IN THE UNITED STATES, 1984-1988
(USS millions)

Q2 (4X

All IDC Borrowers 142,186 137,222 133,941 130,589 118,813 119,439

Geographic regions:

Africa 4,618 4,323 3,722 3,406
latin America 105,565 100,434 100,115 99,178
Asia 22,805 22,475 20,733 19,983
Middle East Z,339 2,270 2,004 1,724
Eastern Burope 1,653 1,703 £:350 1,598
Other Burope 5,206 &, 017 4,977 4,701

Sources: U.S. Treasury Bulletin (Quarterly Series) and World Bank.




ESTIMATED LEVELS OF PROVISIONING BY BANKS
AGAINST DEVELOPING COUNTRY ASSETS
BY MAJOR CREDITOR COUNTRIES, 1988

Country Percentage

Canada a5
France 45
Germany, Federal Repiblic of 50
Japar 10
Bwitzerland S0
United Eingdom a5
United States 30

Source: World Bark, World Debt Tables, 1988-1989 edition, p. oof.




TABLE 10

SECONDARY MARFET PRICES OF DEVELOPING COUNTRY LOANS, 1987-1989
{in percent of face value)

15987 1988

o.rs

Highly indebted
oot e 39

Argentina
Bolivia
Brazil
chile
Colombia
Costa Rica
Cote d'Ivoire
Eruador
Jamaica
Myl oy
Moroorn
Higaria
Peru
Philippines
Uruepaay
Venezusla
Yugoalavia

2 = Quarteriy
Sourtes: Salomon Brothers and World Bank




ESTIMATED FACE AMOUNT OF VOLUNTARY
BANE DEBT REDUCTIONAa/S

Baker 15 b/: highly indebted countries
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a/ In a debt-to-equity corversion programme a portion of the sacon-
dary market discount is "captured' by the country through an
auction prooess or corversion fees.

In debt buy-back and exchange schemes a country buys its own
out-standing debt for cash or exchanges the debt for bonds
(guaranteed by an intermational financial institution or an
OECD-Govermment) at a discount.

Private sector restructuring entails the restructuring and
settlement of debt owed by the private sector,

b’ See Armes A.

soyrce: The Institute of Intermatiomal Finance, The Way Forward for
Middle Income Countries, Jamuary 1983, p. 22,




PUBLIC AND PRIVATE LONG-TERM DEBT AND FINANCIAL FLOWS
IN DEVELOPING COUNTRIES, 1982-1988

(US5 billions)

Debt dishiresd and
aurtstanding

M sharsements
(From private
creditors)

Debt - sarrice
Principal repayments
Interest

Het flows

Het transfers

a/ Preliminary estimate.
Source: World Bark, World Debt Tables 1968-1989 edit. p. xii.




DEVELOPING COUNTRIES: EXTEENAL DEBT, BY CLASS OF CREDITOR,
END OF YEAR, 1981-1988 a/

(USS billions)

1982 19283 1584 1985 1986 1987 1988

Total debt 851.5 904.1 846.6 1,023.0 1,114.1 1,230.% 1,239.7

Short-Term 187.1 177.0 179.9 161.5 165.8 192.2 197.2

664.4  T27.1  766.7 B61.5 544.3 1,038.7 1,042.5
Unguaranteed b/ 145.6  l42.4  142.9 143.0 137.9 129.4 120.4

Guararmtesd b/ BEiE.B Ha4.7 6238 T18.5 B06.3 Q09.13 922.1
To official creditors 249.0 273.3 296.1 346.0 399,7 468.2 490.1

To financial institutions of 216.7 256.2 274.3 314.1 339.7 362.7 352.8

To other private creditors d/ 53.1 55.2 53:4 5B.4 67.0 TB.4 79,2

b/ Fefers to guarantee granted by an official agency of the debtor coantry.

g/ Covers only public and publicly guarantesd debt to banks.

d/ Includes all unguaranteed debt on the presumption that this is owed mainly to private creditors,
soma of which may be banks but cannot be separately identified.

Source: TMF, World Economic Outlock, April 1989, page 187.




CAPITAL IMBPORTIHNG DEVELOPING COUNTRIES
BY REGIGH: SUMMARY ESTIMATES OF
CAPITAL FLIGHTa/, 1975-19B5
(Us$ billions)

Armial Averages Increase from
Encd=-1974 to End-1985
1975-78 1979-B2 1983-85 in Stocks Outstanding

1.7 a1l 28.5

0.8 7.0 18.3

1.1 24.0

6.2

Kestern
Hemisphera . . i 106.6

a/ Capital flight here is defined as that part of the whole
economy’ 8 stock of foreign assets that does not yield a
recorded investment income.

Source: Michas]l Dennler, Martin Williamson, Capital Flight:
Concepts,; ]'Easurgmm:, and Issues; i
Fund, Staff Stadies, Aungust 1987.




BALANCE OF PAYMENTS ON CURRENT
ACCOUNT FOR THE UNITED STATES, JAPAN
AND THE FEDERAL REPUBLIC OF GERMANY

1982-1988

(US% billions)

Initad
States

Japan
GErmany,

Federal
Republic 5.1

Source: Internaticnal Monetary Fund, World Economic Qubtlook, April 1989,
p. 157.




TARLE 1ah

DEET STOCK OF DEVELOPING COUNTRIESa/ :
LATIN AMERICA AND THE CARIBBEAN, 1987

Country

Argentina
Bahamas
Barbados
Belize
Bolivia
Brazil
Chile
Colombia
Costa Rica
Dominican Republic
Boadore

El salvadar
Grenada
Giatemala
Giyana
Haiti
Honchuras
Jamaioa
Mexico
Nicaragua
Panama

Paraguay
Parua

Uruacpisy
Veneruela

a/ Total external debt, including short-term and use of IMF credit.

Source: World Bank, World Debt Tables, 1988-89 adition, Volume II.




TAHIE 16B

DEBT S5TOCE OF DEVELOPIHRG COUNTRIESA/ :
AFRICA, SOUUTH OF THE SAHARA, 1987

Courtkry U85 millions

Benin 1,133
Botswana 518
Burkina Faso B&1
Burundi 755
Cameroon 4,028
Cape Verde 131
Central African Republic EBS
Chad 318
ComaToes 203
Congo, People's Republic of 4,636
Cote 4'Ivoire 13,565
D ibouti 181
Equatorial Guinea 193
Ethiopia 2,590
Galbxaon 2,071
Gambia 319
Ghana 3,124
Guinea 1,784
Guinea-Bissau 424
Femya 5,950
Lesothns 241
Libaria 1,618
Madagascar 3,377
Malawi 1,363
Mali 2,016
Meuritania 2,035
Mauritius 755
Niger 1,679
Nigeria 28,714
Rwanda 532
Sao Tome and Principe a7
Sernocga] 3,695
Seychelles 119
Sierra Leona 659
Scmalia 2,534
Sudan 11,126
Swazilarnd 293
Tanzania 4,335
Togo 1,223
Uganda 1,405
Faire 8,630
Eﬁuﬂ:‘ia 6,400
Zimbakee 2,512

a/ Total external debt, including short-term and use of IMF credit.
Source: World Bank, World Debt Tables, 1988-89 edition, Volume II.
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TABLE 16C

DEET STOCK OF DEVELOPING COUNTRIESa/:
ASIA, 1987

Courtry Uss millions

Barngladesh 9,506
Bhutan 41
Burma 4,348
Chima 30,227
Fiji 466
India 46,370
Indonesia 52,581
Korea, Republic of 40,459
Lacs, Pecple's Democratic Republic 736
Malaysia .a

Maldives 73
Mepal 947
Fakistan 16,289
Papua New Guinea 2,711
Philippines 29,962
Singapore 4,491
Solamon Islands B3
Sri Lanka 4,733
Thailand 20,710
Vamatu 135
Hesterm Samoa BO

a/ Total external debt, including short-term and use of IMF credit.

Source: World Bank, World Debt Tables, 1988-8% edition, Volums IT.




DEBET STOCE OF DEVELOFING COUNTRIESa/ :
HORTH AFRICA AND THE MIDDLE EAST, 1987

Lebanon

Morocco

Cman

Syrian Arab Republic

Tunisia

Yemen Arab Republic

Yemen, Peocple's Democratic Republic

a/ Total extermal debt, including short-term and use of IMF credit.

Source; World Bank, ¥World Debt Tables, 1988-89 edition, Volume II.




DEET STOCK OF DEVELOPING COUNTRIESa/:
SOUTHERN EUROFE AND MEDITERRANERN, 1587

Country USS millisns

Cyprus 2,016
Greecs 23,120

I=rael 26,332
Malta 295
Portugal 18,245
Turkeny 40,813
Yugoslavia 23,518

a/ Total external debt, including short-term and use of IMF cradit.

Sourpe: World Bank, World Debt Tahles, 1988-89 edition, Voliume II.




TRELE 17
MILITARY EXPENDITURES AND
OFFICIAL DEVELOPMENT ASSISTANCE (ODA), 1987

Military experditure oA as peroent-

Country as percentage of GOFP age of GNP
Doncr Countries

France

Germany, Fed. Repub. of

Ttaly

Great Britain

Canada

UsA

Japan

Australia

CECD
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Receiving Countries by
Ivory Coast
Nigeria
Mozambicue
Zalre
Eimbakwee

Eavpt
I=rael

China
India
Pakistan

Argentina
Chile

Costa Rica
El Salvador

Nicaragua
PFaraguay
Peru

a/ For the USSR, Met Material Product is used rather than GHP. USSR
military spending is subject to a high degree of uncertainty.
b/ For tha recediving countries ODA is 1986-87 average as a propar—

tion of 1586 GNP,
Source: Stockholm Inmternational Peace Research Institute,

NOTE: Great caution is needed in making cross-country analyses of
tha ratics above, because military expenditures are measured dif-
ferently due to different structures of military forces, different
inclusions of collateral costs, and even due to different military
traditions. Moreover, they are often incurred due to regional
security problems and because of complex security perceptions. In
scme cases the figures on military experditures are abviously based
on estimates by the Stockholm Intexrmational Peace Research
Institute.
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Foreign and Commonwealth Office

London SWIiA ZAH

28 July 1988

Capital Flows to Developing Countries

Thank you for your letter of 12 Juna.

Dr Leutwiler will present a copy of the report
"Facing One World" to the Prime Minister during his call
on 2 August. The following briefing has been prepared in
consultation with HM Treasury and both wings of the FCOD.
I enclose a copy of the report for referance.

Tha report is the product of an independant group of
eminent gerﬁnng, under the chairmanship of ™ —
Halmut Schmidt. Tt was set up by the Japanese after an
initTative they had mounted at UNCTAD WIT (1987) failed
to gain support. The group's report, which was published
on 3 July, is commendably brief and clear. But some of
the analysis is cgu;gu;igys, and =zome of the report’s
recommendations are at odds with Government views.

|

The report is helpful in drawing attention to the
regponsibility of the people and leaders of each country
for their social and economic advancement. The comments
it makes on the need for developing countriss to give
priority to the creation of a favourable econcnmic
environment are wise. The Group also maka useful
comments on the need for the Japanesa to Erauidﬂ more
aid, and for Bastern Bloc countries to take steps to
?H?hgrate their Btonomies more rully into the world
economy. The report’s promotion of the virtues of free
trade is wise, but it would have helped 1f its
recommendations had been related to the current GATT
Round. The recommendation that OECD countries should
promote private investment in developing cﬂqptries ie
sensibla., =——

A

A number of the report’s recommendations are less
helpful. The report’s call for developed countries to
bear the costs of measures necegsary to protect the
gloB8] environment In order to compensate for causing the
damage in the past is unaceceptable. The recommendation

{oXC




that financial support be given to developing countries
in the fight against drug trafficking is fine. But the
prescription that this commitment be enshrined in a
binding international agreement ignores the existence of
the UN Fund for Drug Abuse Control, and the three UN
Conventions on drug issues (the most recent of which is
only seven months old).

The major part of the report deals with debt and
aid. It rightly highlights the importance of LDCs'’
adherence to sound economic adjustment policies. It
recognises tha special needs of sub-Saharan Africa, and
notes the debt relief arrangements agreed at Toronto and
implemented in the Paris Club on the basis of the
Chancellor’s initiative. The report places heavy
emphasis on the role of govermments and international
financial inetitutions in providing additicnal funds
whilat letting the banks off relatively lightly. Since
1983 governments have provided more than 60% of total net
flows to highly indebted middle-income countries whilst
providing the bulk of money to the poorest countries,
Official lenders should not substitute for private
lenders in this way. The report, unhelpfully, proposes
"new initiatives" and "new institutional approaches" to
the problems of heavily indebted countries going beyond
the recent Brady proposals,

The Prime Minister may wish to say that there is ne
need for new initiatives at present. B8he could say that
she disagrees with the recommendation that a new IMF/IBRD
facility is needed. Flows of new fundes to developing
countries should be channelled through existing
inatitutions. But the report is right in emphasising the
leadership of the IMF and IBRD in resolving debt
problems. The report calls for a doubling of overseas
development aid, and for an automatic mechanism for
increasing ald expenditure. This would pre-empt natlional
decisions on public expenditure prlorities and is
therefore unacceptable. Both propositions alsoc ignore
the important link between aid flows and the recipients
ability to absorb new rescurces on such a scale. Another
idea about which the Prime Minister may, if asked,
express doubt is that of a major fund to support
education and training ’for leadership’ in Afriea. It i=s
a vague scheme which ignores the excellent work aof
existing institutions and would cut across existing
national strategies for education and training.




South Africa

¥You suggested that Dr Leutwiler's call would be a
good opportunity to discuss South Africa. The Prime
Minister might 1ike to ask Dr Leutwiler about the current
negotiations between the South African authorities and
the commercial banks to reschedule the $7.5 bn debt which
falls due in 1990. The Anti Apartheid Movement has
launched a campaign to dissuade British banks from
resgﬂgﬁgling. — e

The Prime Minister might like to give Dr Leutwiler
an account of her meeting with de Klerk. If Dr Leutwiler
asks whether we foresee a further role for him she might
gay:

= that she is grateful for part he has already played.
It has been very helpful in bringing home to the South

African Government the need for change and the importance
of release of Mandela.

= wa now have direct contact with South African leaders.

Da Klerk recognises the need for progress through
nagotiations.

— We must now walt to see whethar he can convert words
inta deeads.

I am copying this letter to Alex Allan (HMT) and
Myles Wickstead (ODA).

(I 5 Wall)
Private Secretary

C D Powell Esg
10 Downing Streat







1O DOWNING STREET
LONDON SWIA ZAA

Frapi the Private Secrerary 12 June 1989

CAPITAL FLOWS TO DEVELOPING COUNTRIES

or. Leutwiler is coming te see the Prime Minister on
2 August. His main purpose 1s to present the report of the
Working Group set up under Helmut Schmidt's chairmanship by
the UN Secretary-General on Caplital Flows to Develcping Lountries.

The meeting will alsa be an opportunity to dizscuss South Africa.

i should be grateful if the Foreign and Commonwealth Office
could coordinate briefing on the Report with the Treasury and
Overseas Development Administration and let me have it by

29 July.

I am copying this letter to Alex Allan (HM Treasury) and

Myles Wickstead (Overseas Development Administration].

WA lv.-.,.'_-,_,a,_r'*'\'

)

Bl
S AndY

S

(C. D. POWELL)

J. 5. Wall, Esq..
Poreign and Commonwealth Office.




10 DOWNING STREET

From the Private Secretary 13 July 1983

White Paper on the Government reaction to the
BErandi Commission's Memorandum "Common Crisis’

Thank you for yvour letter of 7 July. Subjoct
to the views of the Leader of the House and the
Chief Whip on timing, we have no objection to
the publication of this White Paper. It would
be helpful if you could let us know what date
and time yvou propose for publication.

1 am copying this letter to Nick Huxtable

{(Dffice of the Leader of the House) and Peter
Moore (Chief Whip's Office).

W.F.S. RICKETT

F.H. Johnson, E=sq.,
Foreign and Commonwealth Office.




Foreign and Commonwealth Office

London S5Wla 2ZAH
7 July 1883
W Hickett Esqg

1y Downing Street
HWl

:z]_.-.' o ﬂi-.{'z«

WHITE PAPER ON THE GOVERNMENT REACTION TO THE BRANDT COMMISSIONS
MEMORANDUM 'COMMON CRISIS'

We propoze to publish the above White Paper before the summer
TEecess, The draft is now being cleared by Departments and will
then be submitted to Ministers with the hope of being sent to
the printers on 156 July. Publication may cause the Opposition
to press Tor a debate.

The undertaking to publish a White Faper was given by the then Secretary

of State for Foreign and Commonwealth Affairs during his opening
remarks on the debate on the Brandt Commission Report inm the House
on 1B April (Vol 41, Col 333. Production of the White Paper was
held up pending the cutcome of the election and UNCTAD VI.

In the circumstances I hope that you, and those to whom I am
chapying this letter, will be able to confirm there is no objecticn
to the publication of this White Paper.

P H Johnson®
Parliamsntary Llerk

DG R Hevhoe Esqg

Office of the Lord Prezident of the
Council and Leader of the House

70 Whitehall

LONTON

B5W1

P Moore Esq

Chiel Whips Office
12 Downing Strest
LONTON

a1




’rﬁ?@— q:\\l Foreign and Commonwealth Office
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g ',‘ : London SWIA 2AH

26 May 1983

Fromt the Pacliumentary Uader Secnstany of Keatyd

Iﬁ:‘—-]-ffq_ﬁ._h

The Prime Minister has asked me to reply to your letter of
10 May about the Memorandum produced by the Brandt Commission,

I am sure you are aware that there was a full debate in the
House in Government time on the 'Common Crisis' Memorandum on 18
April, In his opening speech on that occasion the Secretary ol
State welcomed the Memorandum and said. that the Government accepts
the principal message, that we live in an interdependent warld.

The Government agrees with the Brandt Commissioners that
golutions must be found to the difficult problems Taced by some
developing countries in the present world economic recession, Many
of them have had to contend with severe difficulties, due to inter
alia contracting export markets, low commodity export prices, high
oll prices and interest rates, and mounting debt reppyments.,

Some important steps have already been taken. The mesting of
the IMF Interim Committee in February was brought forward in order
to take esarly action to strengthen the IMF in view of the current
gtrains in the international finaneial system, The meeting, under
the Chairmanship of the Chancellor of the Exchequer, set the seal
on an impressive package of measures which will substantially
inerease the usable resouraces available to the Fund, The increase
in guotas is due to be brought forward two years. This will be of
major practical benefit to developing countries,

The United Kingdom is also actively involwved in other areuas
coveraed by the Memorandum, We have ratified the Common Fund on
commodities., We are already members of six international commodity
agreements. We maintain a substantial and effective aid programme,
and have supported the World Bank Special Assistance Programme, We
gshare the Commission's view on the importance of resisting protectionism
and maintaining the open trading system,

The Memorandum calls for renewed growth in the world economy.
There are now tentative signs of economic recovery in the
industrialised world. The upturn will need te be nurtured and
sustained, but we hope that it will lead to an inerease in world trade.

ot

Tom Toarney Esq
Houze of Commons
LOMDON SW1A DAA




But despite the progress already made, there is no
room for complacency., The points raised in the 'Common
Crisis! will be considered at a number of international
meetings this year, including the Williamsburg Summit
later this month, UNCTAD VI in June, the Anoual Meetings
of the IMF and World Bank in September, and the Commonwealth
Heads of Government Meeting in November, Britain will
approach these meetings in s constructive spirit, with
the aim of agreeing practicdal action wherever possible.

Malcolm Rifkind
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10 DOWNING STREET

THE PRIME MINISTER

i

Thank you for vour letter of 10 May
urging me to take BRclion on the Brandt
proposals at Lthe Wil liamsburg Summit and
&t the UNCTAD Conference in Belgrade.

I have asked Francis Pym to arrange for

¥ou to receive gz reply direct on my behalf,

[

Tom Torney, Esg., M.P,

-r._._-_.___________..r




10 DOWNING STREET

From the Private Secretary 12 May 19843

I encloge an exchanpe of correspondence
between the Prime Minister and Mr. Tom Torney,
M.P. I should be prateful if vyou could
arrange for a Foreign Office Minister or
Private Secretary to reply to Mr, Torney
on the Prime Minister's behalf, with a copy
for our records,

W. F.S. RICKETT

Christopher Greenwood, Esqg.,
Foreign and Commonwealth Office.
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HOUSE OF COMMONS
LONDON SWIA DAA
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The Hrandt Commissinon Beport

The Brandi Commission Report

[Relepanr documend: Fowrth Repart af the Treasury
g Civll Service Commires on Indernatiomal Monetary
Arrahgemens: fuernational Leading by Banks, Howis of
Commans Paper 20-1 of Session T982-85 )

Motton ppade. amd Quﬂ:.’;m praposed, kol s Hiosise
i mrw eljoiam. — e, Goadiad ]

Mr. Bob Cryer (Kzighley): On o poinc of onder, Mr.
Speaker, As you will see from the Chrder Paper, the Fourth
PO ol the 'I'n.'.1'.||r:,- and CUrdll Servnce Committes on
internsdonal I TElArY DITAngEments 1% melevant. Will ol
confirm, however, that that report i relevant only in so far
as it s concerned with the main subject of the Brands
report? | ask becaiss the report-alse mentions Asgentina
A mmber of Opposition Members hive pressed for a
separnie  debate  on the mmangements whemeby the
Government have helped (0 prop up the present repime in
Argenting, The nowution on the Order Poper that the
Treasury snd - Civil Service Commities repornt s relevant
iF no substifute bor a proper, full-scale debate on the
artangements that the Government have made n relation
b Argentin

Mr. Spesker: If the House dechles that r wanis
another debite, that 18 up 1o the House, 56 for as | am
concerped, the document ix relevan

4.12 pm

The Secretary of Siaste for Forelgn and
Commponwealth Affalrs (Mr. Prancis Pymp 1 warmly
welconee the opporianity provided by this debate 1o st out
the Govemnment™s reaction o the Brandl cominission's
memorapdum, “Commoen Cresis™, 00 s s oogostas]
document and 1 have moe doabt teat the debate will peflect
ihat. I ahall smempi o cover the main points (oday, bt [
am srranging for & White Paper 1o be published, which
alloves for more detall than s r.-i'-n.-nl:lli: i o a.pml;h. anid
which T beligve will be belpful

Tl memerandum bs timely as it has o direct bearing on
the wark that we are deing to prepare for & sumber of
ot intematonal mestings this year which will deal with
different  uspects of the poblems raised in the
reemorindom. | am sure thei the Hoosse will wish m
enpress I8 gnitiude to the hon, Member for Shetfield,
Hemley (Mr. Hooley] for iotoducing 4 preliminary
dizcitssion of the subject on 24 March, asd | am ghad that
the House now has the chance to give Bt fuller
consideration.

Al the ourser, | pay rbute o the members of the
commission for their work, '_I'hr_l,- v pnh:lqlufli i
thotightful, forwasd-locking and pructicol wnilvsis of a
mMoriously complicsted whjecl. [n panicular, |am sure
that the House wiuld wish to join me in thanking my right
homn, Friend the Mamber for Sidoop (Mr, Heath) for his
comribution,

The Govermnent have alrepdy seleomed the pablice-
taon of the report. [t deals with many of the most grave and
pressing issues which the intemationnal community faoes
alt the present fime and concemtates on proposals For
practical sction,

We cenninly occept the centrul message of the
mermorandum—ihat we live in an inferdependent workd
Westem Dovernments are precccupied by thee strength nad
persistence of the present prolonged wirld recessiedn ind
the wery high levels of unemployment. Adjusting (o the

o]
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The Brandr Commisilon Report 34

realities of the 19805 has not been easy For any of us, but
the effects on developing countries have boen particularly
sevene. Many hove encountered ihe painful consequences
of comtracting markens, low commodity expart prices, hiph
il bmport prces, mecord levels of intesest rates mnd
mowintkng delt repayments.

Salutinns maust be found to the peeblems that face us all,
bl po one couniry or group of conntries can provide the
answer alope. As the dile of the mermorandam pos i, what
ia peeded |8 “co-operation for world recovery.™ | do not
think that wiy cowilyy s mose oware of that than the
Undeed Kingdom:. We have major imerests &t stakes, Our
proaperily s deeply bourd op with the wellbsing of our
maskets o both developed and developing countries

Mearly & quarter of our frade is with the developing
coungries, and our banks and fnancial imainetons abses do
substantial businesy with them. Theme 15 of course &
|1|1li1i|.::.'|| dimension oz well, We are pot, and cannat bBe,
inifferent to the political stability of the developing
countries which account for s0 lurge a proportion of the
wiorld's population. We ane |‘.|:||:11|.'|.|I||:r|_l,- copcermed sl
sustaining the political and economac strength of Our
puriners  in the Commonwealih, [odeed, the
Commonwealth 5 playing an iocreasingly imporient part
in disensaion of sconomic co-opemtion and in explonng
ways of improving the Morh-South dialogue, There s
contimual exchange of ideas about economic co-opeTnibon
within the Commorwealth, af the Commonwealth Finance
Ministers” meetings and Heads of Government mestings,
apd alsg In the ministeral meetngs often srranged o
cotmchile with  mectings  of  other inlernational
OFEARISALIONS.

The long-tenm solution w the problems can only be 3
fetuwrn o sustained prowth, which most be achieved
withouwt rekindiing nflaton. We shoold be doing the
wrsidest disservice o the developing countries as well as
to ourselves il we plunged once again into an mffatiosary
cyele, In Britain the Government hove luid the basis for
sustained growth by the success of our policles in
combating snfsion. here s now signs thal the worst of
the problems are beéginning o abute, 1983 should see
least the beginnings of recovery in the major economies,
nndl o wpturn in world trade, bui the general recovery will
peed 10 be nurtured very carefully indeed if i it 1w be
suestained

The essential COATIpHINEnEs of i sirntegy fior TECHVEry are
measures to sirengthen the istemationn! fnapsial syseém,
i manoge [mernutional debt in un osdedy fnshion, o
preserve the open beding svstemn, amd o give greater
stability o exchonge rates and inferest rates,

The Brandt ¢commissicn gives top prorty (o the need
for immediate measures to strepgthen the international
financial system. In fact, moch progress has slready been
schieved. In Februsry the Inernetional Monetary Fund's
interim comrniftes, under the chaimanship of my righ
hon. and learsed Friemd the Chancellor of the Eachequer,
agread on measures which will substantially increass the
usable resources available to the fund. There was also
apreement that implemenstion of the gquota increase
shoukd be brought forward two years 1o the beginning of
oext year. Many participants in the meeting have paid
tribuste to the skail that sy dght hon, and learned FPriend
displayed in bringing abouwi this speedy ond proctical
BEreement,

Looking ahesd, the interim committes also agreed that
there should be a review of the possibility of » further
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allocation of special depwing rights, and we welcome this.
The Government will cepainly approach the subject with
an open mind, and we have of course noted the argumenis
put forward by the Brandt commission for o substantial
allocation io incredse global homdity

We agree with the memorandum also on the need for
the Tniernutional Monelary Fund W0 pay close attention 1o
the ecopomic and politicsl realivies of couniries when
deciding on the conditions which should accompany &
lending programme. Countries Borrowing from the fund
mast be encournged fo adopt sound economic policies that
can be susmined, and the fund must continee to keep in
mind the political and social realities i these countries.
Cleardy, very difficult judgments are mvolved, but in our
expericnce the staff of the fund go o great lengths to
negotiate workable progmmmes which vy o sike the
right baiance. On the whole, we think that the system has
worked ‘well and the judgments made have been broadly
cogrect, We also agree that countries should be encouraged
i fake thelr problems to the fund ab an early stage.

The memomndom emphasises the importance of
development assistance. This year we expect the total
United Kingdom aid programme 0o reach £1, 125 millbon,
This is-an increase of slmost 10 per cent. over 19B2-83
which, in the light of the expecied level of inflation,
should mean & ésefiul increase inresl weoms. feel sure th
the House will approve.

Our aid-—and that of the OECD countries generlly
—is criticised by some people for being too litide, and
by ‘others for being foo misch. The former argue that i is
simply & maner of ald volume—that the mome. resources
are runsferred w0 the developing woarld, the faster the
poorer countries will cateh up with the others. 1 think that
is fiar too simplistic a view, Other people tale the opposite
view, nrguing from a position of pessimism aboo owr
ability to help developing courtries at all in renl terms.
They question whether it would not be betier in-use (hese
fumds for sonsaibing closer ta home,

I think that bath of those opposite views are unTealisbe,
but we should be glear that official aid = oot anc cannal
be the main engine of development in pooter conotrigs. I
makes a witdl conribuion, particulady to the poonesi
countries but it 15 of equal and crucinl importance that e
countries  themselves pursie sound  domestic policies.
Bath elements ane essential,

Mr. Hussell Johnston (Inverness): Who are these
people who argue for the reduction in asd and soppon?

Mr. Pym: Quite a number of people believe that our
aid, and 2id generally, is excessive. It is obvlows that the
Government do not agree with that view

We believe that the considershlé amount of money that
we spend oversens is effectively wsed, ond the paovision
this year represants o substantinl increase, [t a8 Increass
which, like our aid programme as a whole, brings benefis
o ws s well. Tt is entirely oight thas commercial
comsiderations should play & part in our aid dechsions. Akd
brings opportunitiss from which cur exporters beoefil in
the short term. By aiding the developing coundries. we
want also to help build up our export markets in the longer
Lerm.

The memornndum wanis emphasis to be given o the
poorest countries—| think that we ol sgree on that.
Britaln's record is pretty good. Abour two-thirds of oor
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bilateral aid goes to the poorest courtries, which is a
higher propomion than the average for Wesiem
indusirialised countries. The poorest countries obviowsly
have difficuldes in sitracting commercinl lending and
private investment, and the type of concessional finance
provided by aid is especially waluable and welcome @
them. All ald 1o thase countries 15 in the fomm of grans,

The memonndem recommends thet donors showld
cancel outstanding loan obligadons which are due by the
lenst developed countises. We hnve been ot the lorelront
of moves o waive debls, nor only from thoss but from
other developing coantries. In most csses we have
converied loans 10 grants, thas assisting their debd ratic sl
foreign exchangs ratio. We accept the various gid targets
that are mentioned, bat, ke oor predecessors, are el
committed o timetable foe aclieving them.

lesditionally, we hive sls been generous contriboners
¢ the World Bank, regionsl development banks and
Upied Nafions agencies. We took the lead among the
manyor donors in releasing our full contribution to the
Woarld Bank's International Development Assoctation for
its =ixth peplenishment when ihe Uniled Smizs congress
refusad o dothorise the full United Staieés contribution. We
huve made clear 1 the United Siwtes Government the
importance thet we aftsch to n full United States
contribution  for the remaining pedod pnd we  have
constantly supporied co-financing by the Waorld Hank and
the majer commercil banks. We also support the pew
special assistinee progranune o speed up disbumements
to thoses countries which aré making o determned. effor
to sustain development despite their difficuities. We are
strongly in favour of the World Bank's structural lending
Programmes,

We welcome the mmportance that the sepom aftnches 1o
the hemcficial mle of private investment to developing
countries, The United Kingdom has also been in the lend
in that regard. Totnl imvestment by the United Kingdem
in developing countries in 1981 was £ 980 million—
equal 201 per cent. of our GNP, That is double the
United Nations target of 1 per cent. for combincd
Grovernment aid and private flows and i & substantisl
gchievement. Moreover, £3.731 milibon of that som was
made op of private investment,

Mr. Frank Hooley (Sheffield, Heeley): | am a i
puzzied by the Foreign Secretury’s statement. [ have
mepeatedly asked the Treasury, in the light of the
abandonment of exchange coptrols, where our overseas
investment i soing. The answer has alwiys been that it
hus no mesns of kpewing, How, therefore, can the Foregn
Secretary &0 confidently assert that the investmemt—I
think that there |s & lorge flow—is really going W the
developing coutries? IT the information is known, will he
kindly ask the Chancellor to answer my questions?

The Hrandy Crmmlrzion Bepart

Mr. Py [ shall gladly eonvey the hon. Oentleman’s
request bt my right hon. and learmed Friemd the
Chancellor. [ simply asked him for the figures and am
giving the House the benefit of the reply that I received.

The House will be awure that the present Lomd
convention expires kn February 1985, Negotiations for
Lomé 3 are dus to begln next September, and they will not
be easy, Economic constraints nnd the demands of our
bilateral and muliilateral aid mean that we mist be reslistic
ahoat the financial resources thar we cun make avadlable,
We constantly endeavour o cnsure that the substantal




FEsinCes 1l are |'|r||'|.'|-:|1;uj by the Coammumdy are ased
elfectively, The Lomé convention has bevome centril o
the Commusnity’s relationship with developing couantriss,
mire than ball of which belong to the Commonwealth.
Chur obpective is, of course, to secure a Lomé 3 comventlon
that will allocate the furds in the most efficient and cos-
effective way.

MNevermheless, the indusirialised connmes, the ncher
developing  coumrles  and  especially the pewly
industrindised countries must pall their welghs through
boah aid amd treede . The newly industrialised countrics-can
bulld mpon existing regional organisatons o which we,
and other Western dooors, have been subsmntial
contribuiors. The nid that is plresdy prowided by OPEC
through  bilneersl and muoltilaeral channels has bBeep
valuable, | hope thar the OPEC countries will continiee 1o
suppart the development of the pooser counlrbes

By comrast, the aid conimibetion of the Communis
counties is meagre and almoat entieely  devoted 1o
underpinning their political clients, Vietnam, Mongolii,
Cuba, Afghandsian, Less and Combodia, acoounied e
vesr fior 90 per cent. of the Sovier progrimme, Moreover,
the PROBIATNNG Was small, Despdle exaggeraed Soviey
claims o the contrary, development assistance comamities
estimates show that Soviet aid in 1981 was 0 miserly 0-15
per cent, of the GNP, That is eguivalent (& only one third
af the Uniled Kinpdom effont. Our own estimetes of Soveen
i for 1982 sho'w that it 15 not Increasing us 8 proportion
af GNP, [n fuwet, during the past few years, the Soviet
Union has been & et bengficlary from  Thisd-world
courtries other than the handful of elbent stares that | haes

The Bramdt Camemizsion Repor!

mentoned. It will receive more from the repayment of

previous oans than it will pay out, Thus, for the majority
af developmg countries, the Soviet ad PIOETNImE 1§ oW
& deain on thé resoumes which sreé available for thedr
developren progrimmes

Mr. James Johnson CElngson apon Hall, West: Wil
the rlaht hon. Centleman emphasise whist be has said?
Whereas the Sovie: Union principally expons MIGs and
tanics, especially 10 Africa, China will build a highway in
Somalid, o milway from Dac-es-Salnam to Mpika, fish
farms et ahn

Mr. Pym: | nede the hon, Geptleman's conument.
Ihese 15 oo doube that the e ol armarments |1:|-' Lhe=
Sovien Union I3 pan of the undérpinning 1o which [
refermed.

The memorsdum sduresses itselfl o the need o denl
wilh the present sitnins on the intematioonl financial
system. | hove been greatly impressed by the capacity and
will of the imtematonal Anoncial institatons to adapt to
the pew problems which have confronied them. In reconi
rescue operafions, the Infernationn] Monetory Fund and
the Bank of Imerarionsl Settlements have suecesafully
cutapded theeir reles ns co-ondinators.,

The debi rescheduling arrangements of the Pacis elub
have been amproved, Govermnends, contral banks amd
commencial banks have had to lear to co-operate much
more closely than before, and to deal decisively with ench
ca%e @k if arties, That 12 & meal gain That | |'|-i!l'|'.E will be
permuanent. Beitsh instiugions hive played an sctive and
substandial role, a5 has been widely scknowledged,

Recent experiencd strengihens the belief thaf existing
instihutions can be, and are being, adopted 10 cope with the
mew position. The packages potf together for Beragl,
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Mexico and (he Sudan show what can be done. Obowiously
uncertnintiss  remain, snd there s no moom  for
complacency, bot provided that the internatomal financial
instiutions, Governments, cewiral banks sod comemercial
bapks all conteee o show  fexbbility and a eal
willingness o act, and beoact tegether, the gestem will
mitapt apd be ahle o deal with ihe problems.

Mr. Nigel Spearing (Mewham, Southl; The Secretary
of Stmte shows confidence in internatione] instiutions. but
we must deal with proprammes. Although o White Paper
will be pablished, would it not be consouctive, in view of
the Willinmsburg conferemce, to ake the programme in
"Common Crigis” and put it to the Williamsburg
pamicipams: as o sed of programmes for fumre discussion
perhaps at the UNCTAD conference at Belgrade?

Wir. Prm.- The Willlamaborg conlerénce 15 an
ImpOrtanl summil meeting in this context, bl it s nol
designied [or or mended o relate (o this sspect of
“Common Crisis”, Cancun, on the cther hand, was called
ardd convened [or thot purpose, The econdmic summit ol
Willinmsburg will deal ostensibly with the main elements
of the world economy, Thst will be iis central feature and,
therefore, ihnt subject will obyiously be considered, but 1
doubt whether the participants will be divered for pan of
their time to deal specifically with &, The imterest and
purpose of the mesting is o help the world econoomy,

The - memorandiom also covers the other maker elemen
of the siraegy that [ mentioned: the preservation of the
open trading sysiem. It i nght 10 do 50 becauss trade i
|.||I1.-r|r|r¢!'r|.' e frmpotand than aid. The impartance of the
Iree¢ mirkel svitem connol be over-emphasised, The mooe
o developing counry is abbe (o expon, the more it can
staced on s pwn (eet. Britain has played & mapes part in
providing mecess b 5 mackels o the products of
developing countries, aml recenl Bgures show that the
DECTY countnes as o whole sccount for ahoot twn thinds
of the lodal exports of the developing countries, That 15 an
important fact and figure (o0 remember,

Mr. Christopher Brocklebank-Fowler (MNorfelk,
Morth-West): In view of the importunce of tade will the
Secretary of State comsider the support that the
Crovernment are giving 0 the United Emgdom Trade
Ageney for Developing Countries? It s designed 1o
ENCOTAEE I!:r.'l.'l,"h',l-piEIE countrees i sesk aocess o Brlish
and west Europear markets, 1o see whether the additional
expemdditure of & modest sum mighl not lelp developing
countries sigmificantly o improve their sccess o Westem
minrkets?

Mr. Pym: In every way, and through every sont of
orgunisation, we di oll that we can fo improve frade
genctally and especially with the developing countries, |
shall cerininly consider the hon. Centleman's comments.

The recard is a pood o and wé are determimed (o keep
it that way. We stromply suppon the maintenance of free
and foir troding. We shbold like o see all unnecessory
karriers and diseortions to trode dismantled. This wos the
basis of our approgeh o the GATT minsterial meeting st
year, 'We mnst avoid of oll costs 8 general relapse intc
profectienism. The Burepean Comrunity is one of the
freest markets in the world, snd moest remsin so. On
commodities, which are an  essentinl concern  of
developing countries, we have matified the common fund
awl wrped other counties 1o do likewise. We are active




i The Bramdy Commisnion Sepu

M. Pyl

participants in the siz main commodity agreements, and
we are rendy bo sign the intzmational jute agreement. We
wold like the Community o join the internationnl sugas
agrecmeent. We aré coptributors o the Intermutional
Monetary Fund's compensalory fpancing facility and to
the European Community STABREX fund. Both those
fmcilities will be reviewed during the sumaner, and we shall
take & full and copsructive pan.

Mr. Peter Hardy (Rother Vialiey): The Secretury of
Siaie's comments on trde do ol seem 1o match page 107
orf “Ciommon Crisis”. wihich stales:

“The progartion of QECD inparts of mansfaoures controlled
by non-tarifT nseasures was pat i |7 per cent. in 980 dampared
with only 4 pez cont. io 1974, And It is worse for develaping
couniries’ manufschinss: 30 per cent. of these exponts o OECD
were thus contrelled i 1979 campared with caly 11 per <ent. in
the case of DECD intra-trade.™

Mr. Pym: The fgures that I bave just quoted to the
Houss were peflected in the statistics given by
Commissioner Haferkamp at 8 mesting  between the
Buropenn Commmnity and ASEAN in Banghok, I shall
check the figures for the bop. Gentleman, but 1 believe
them i be coméci.

The final section of the memorndum  contains
recommendations on woys of improving the North-South
negotiating process. They reflect the recommendations of
& report produced las: year by a Commoowezlih group of
gaperts, which brought the experfence  of the
Commonweslth to bear, We have commended that repon
1o our Earopean partners amd to the OECD. We should 1ike
I see more Aexible negotinting procedunss, marne
conpferences on single issues, more discussions in small
proups, and mom co-operstion between  developing
couplries. Somehow we must pel sway [rom sterile
argumEnts over emply communigués, and sirive Instead
for more limited agresmenis on proctical maners. This iz
the spitit in which we shall approach the UNCTAD VI
mecting in Belgrades in Jone,

The issoes ratsed in this document will bz under active
dizcusgion in UNCTAD V1, and in the other intermntions]
meetings this year. The key events will be the OECD
meeting and the Willlamsburg summil in May, INCTAD
VT in June, the anmual meetings of the [IME and the Waorld
Bank in September, and the Commomwenlth Heads of
Govermment meeting in November, I must tell the hon,
Member for Mewham, South (Mr. Spearing) that the
recommendsiions i the memorsndum ore oiréady heing
taked fully into accoumt in our prepamtions for those
meetings. We shall spproach them constructively on the
basis of the swategy that [ have outlined. We shall be
looking for puctical agreements thor will henefit
developing countries, und we shall also amange 1o publish
it White Paper setting out in marne detail the Govemnments
position oo he issues raised.

[ rewm to the cemtrnl themes of the Brapdt
cosmmission’s memorandom,. The solution (o the presen
difficulties of developing countrics lics in an end to the
world recession and the resumption of sound, lesting
growth among industrial countres. Thar will enahble
developing countries to increase their exports, repay their
dehtr and invest for the future. At the sume time, we nwust
give all the suppont we can 0 the developing countnes in
iheir efforis w bridgs the inlervening period without
suestatning imeparable damags
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Mr. Clinton Duvis {Hackney, Centraly: Will the night
hon. Gentleman give way?

Mr. Pym: | have given way enough, and [ &m jost
coming o 8 conclusion, We must support developing
coantrizs fn their efforts to bridge the inlerveéning period
without suffering irreparable damage, political, ecomomes
ar socinl, All hen, Memnbers would attach imporiance
tat.

This sk presencs us with o fommidable challenge, but
all countriss are dependent on each other. Like it or nos,
the woarld is in a state of inferdependence, so the challengs
fiust be met oo itz merdts. [t % a challenge thist an
enlightened promotion of our national inferest would in
ANy ke fequire us o oeet,

4,38 pm

Mr. Denks Healey (Leeds, East); After listening to the
Foreign Secretary, we can all look forward to the
publication of 0 White Paper giving the Goverrment's
reaction in detall o the recommendations of the Brapot
report, However, | cannol understand why the Foreign
Secretary did not present & White Paper o the House
hefore this debate, since the secomd repon was published
nine weeks agn, | hope that he can assure us that it will
be pablished well before the Willlamsharg conference, so
fhaot the Ciewernment's postion 35 Enown (o their pariners
al thit conference, Con he give us that assurance now?

Mr. Pym: [ shall not st this point give thal assurance,
It will be published within about three or four weeks. 1
hooe that [ have maode clear the approach that the
Covernment take ond the straegy that we are following

Mr, Healey: That reply confirma my imgpression of the
Foreign Secretary’'s speech. What he said recked of
complsceicy, He chose: all the mosi  mespeciable
platitudes, bul gave no sense of the scale and immediacy
of the crisis now facing the world, He reminded me of the
Spanish tourist in the Highltands who asked a locul resident
for the |ocal word representing mafans, to whech (he gy
wig, “We do mot have fnoowr langunge any ward that
conveys gulie that sense of urgency.”

The second report of the Brundt commission records the
faillure of ihe indusrisl countries o take the first report
seriously—a fuilure symbolised by the callous bypocnsy
of Cancum. It alsp describes the conseguences  that
inevitably followed, beciuse every waming given by (he
Brandt report three years apo hos come ue. The
citcumsmances are now worse than Brandhi then giavisaged
because, on o0 of everything else, the mdusirial world hns
produced & crisis in its own financinl amangements thul
could still lead to the collspse of s private banking
sy e,

The suflering that has followed in the Third world has
resched new peaks. Income per head in most of the Third
world countries has follen for the first time singe the war,
There is starvation in many pars of Africe and Asia, and
thers are riots and civil war in Latdn Amerien, Political
instahility is increasing thronghout the Third world. That
is reflected in thie chilling siatistic, reporied in the second
Bramdy reort, ther arms expenditure bas risen from 3430
Billion i 1980 10 $650 billion in 1982, and the increase
in arms spending in Third world countries bas been even
greater then the increase in the industrial countries

The Opposition believe that the crisis presents i with
s maoral challenge amd thut, because the indusirial worls!
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has n direct responsibillity for the saffering in- the Thind
wordd, we have @ diy o help o remove it The central
message of the Foreign Secretary’s spesch amed of the
Brandt report was that the indusirial world alzo has o greal
material interest i working with the Third workd o get out
ol the erigis, The fall in impers by the Thind world in the
coming vear s Hkely fo cut ope percent, of the growih tht
woald oltherwise bave been possible in the industrinl
countries, One ool of sin indusirial jobs in the Uniled
Siotes depends on exports i the Thind world,

The sacond Bramdt report is rightly entstled "Common
Crsis™. Unlike the first reporm. it concentries on
emergency measures that are urgently nesded o poevent
a caastrophic fonher deterioration, while stll insisisg on
o framework of global negotiations betwesn North and
Sauth, [ hope that the Minkter, in reply, will assure the
Hemse thint the Willizmsburg summit will accepd, and will
be asked by the Britsh Governmend to aocept, the
EMErpency, programme a5 a basis for negotiations with the
Croup of 77 at the UNCTAD cooference in Belgrde
which [ollows o few weeks Later,

The urgeney of the crisis is imposed by the dynamics
and scale of the finepcinl ceisis that O mclodes, The
finuncial ensis pow facing the induestrial wocld o5 the
inevitable comsequence of the shallow monemrist policies
pursued by mod Westsrn counfries. over the past few
years. Thase policies hove brought about the grestes
recesston since the 19305 aned the lighest nterest rates over
the |ongest period o recorded hstary.

This has inflicted o double blow on the Thind world. On
top of having o absorb the dizzy increase inthe price of
oil inflicted by the OPEC countries, it has had to absorb
o-similar itcrense in the price of money 0 buy the ail
inflicted by the industriol woreld, The suffering of the Third
world today owes at least as moch o the ncrease in the
price of mooey that the Third workd needs from the Wiest
s it does to the increwse in the price of ofl,

The comsequent recessien has cul demand for the
commaxfities that are the man source of income for the
Third world and cut the price that the commesdificy
command to the lowest for M) years, As a mesult, Thind
world counities have seen o collapse in their earnings ai
the sarne time s high mterest raes in the induserial world
huve meant & staggering increase in the ¢ost of servicing
their loans. For the past mine months, they and itheir
creditors have been wrestling with the rsk of defaulr,
which |s incvitable unless eiiher ther debes ae
rescheduled of they are allowed o bormew moee, of both,

This process has been well described in deidil in e
founh report of the Treasury and Civil Service Select
Commitise, Ba it 5 oot onespecied o many of us,
Contrary o what is staied in tat report, it was foreseen
i 1OTO nod jost by Mlr. Rimmer de Voes, whe isoglven
credit for B—he is the chel econoamisd of 1be Morgan
Cugranty Trost Company of New York—but by many
in the British Parliament—by my noble Friend Lord
Lever, by the right hon, Member for Sidcup (Mr. Heath)
and by myself. We have all been warning the world of this
risk since the autumn of 1979, We had soiggers. from the
Coneervative Berches then, just nd we gme gening them
Tk,

Thie Government's firss White Paper on the fist Brandi
mepart nchsded the following statement:

“The Government baligwve strongly 1o the marits af thes present

world goomomic sysiem, with igs wide relinnce oo open mackets
far trmde and Ansnciad Aows.”
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It is mo secret to any of us that the Govermnent's basi:
economic  policy has besn founded on s peofound
gonviction of the magic of the market place. The irony s
that that has produced o private banking syiem that can
wurvive anly by lending ever more memey o bad debrors
and that is being bullied ime doing so by centrid banks and
imiernatinnal institutions whose funchon is 0 pudranies
their prudence, md their profligacy, Thet is what the magic
of the markel place has done for the internstionn] banking
!i_"r FIEmL

S for, the internatienal banking system is @ ship thal
i& just keeping afiont, but it s springing new leaks every
day, Even as we spenk, the Cenral Bank. of Brazil is
msceting o groap of creditors i London and threatening a
myoraiorium on its debis if 1 does not gel more money. |
have no doubt that the Governor of the Bank of England
i& trying to persunde the private banks in London, ngainst
#ll the noles of banking prudence, to provide the extra
RIalEY.

There s no doubi—we can all pay mibuie o the
akills still avoiiable i the private banking system—zhi
the rescheduling opermtion has been successful, but it hos
so ‘far depended critically not just on  internations
(nstisutions, swch as the [ntemationa] Moretary Furd and
ihe Bank for Internationa] Setilements, But on the unigue
skill and experience of two individual central bankers—
the soble Lord Richardson apd Mr. Faol Volcker,
chairnan of the: Federal Reserve Bank, She who nwst be
obeved hay decided to replace Lord Richordson this
sumrser by g man who has o b succesaful lawnmower
company and who told the world, the week ofter he was
appointed Governor of the Bank of England , thot the world
banking erigis—(f there ever was one—was over. 1 am
afrael hee will fnd thst his resporsibilites as Govermss of
the Bank of England nre & bt more bother than o hower,

Mr, Volcker, the otber pillr of the rescheduling
operation, s now a target for sttack by the sado-
mamnetanists and the suppiy-siders in Washington. There is
grve danger that he will be removed o August and
replaced by o poliical push-over of Hmiled banking
experience. 1 warn the House that the risks o the
inferpational  banking system, i Mr. Volcker also
diseppeass in the second hall of this year, will be very
grave, 1 know no one in Wall Street or the City of London
who does m shage that view, But even if Lond Richandson
und Mr. Valcker were both (oostay in post, the measures
taken fall fur shor of whet is peeded,

Rescheduling of the type that we have had so fir i like
applyving sticking plaster o wounds thu require susgery.
0O the bist of pioposals rightly made in the second Brandt
report, %o far only one has been udopied. 1 welcome its
ndoption. It is the extension of the grean peneral agreement
to horrow 10 ol members of the [MF and i only fo e
richer industrial coantries. Bt the incresss b quodns
only 30 per cent. and not B per cent. as meoommended,
It choss it corme jnbo opesition uotil next vear. There s
s0 far po agreement e the IMF that it shoold be able 10
bomow  from the capital markets, amd there 15 strong
resistance in mest countrics—I1 hope that we shall gat
aoree  assarance  abouwt the  anitede of the  Brnsh
Government when the Minister repliss — to o new
allocation of specin] drawing rights weighted heavaly
towards: developing countries. That being %o, i s very
unlikely that the TMF will have enough money in tme to
toke over enough of the Bundan from the privalke banks,
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eapecially a5 the small and mediom sieed private banks are
pgewing out of Jleading o foreign Governments while the
going s good

We now risk sering & very big fnll in lending by private
banks (o the Thind world after g senes of years n which
ihey have depended wvery heavily on o big increase in
lencing every year. If the happens—and there is no
reason ol the moment nod fo expect it—there will be a
collapse ol mmports by Third world couniies and very
probably defaull by one majoc conniry. Soch n defauli
could lead s very mpid chain reaction which could bring
down ihe privaie bapking svstem, We wpold then see
fewer smigpers on the Conservative Benches.

On top of those, risks there §s the fact, (o which the
Foreign decretary did not refer, that the large ard sudden
full in the price of oil which has taken place in the last
manth, weleome a5 i ix o the medium teem o all
couniries, has imposed immediste addinonn] burdens on
the ':rig debtors who produce oll—Mexico, Yememuela,
Migerin and Indopesie—all of which, meidentally, until
the la=t month or fwa, were very f_!iﬂ impartess ol
mamufaciured gpoods from the Wesiarm wirld,

It is very doubtfol now, even il the odl price does not
fall further—an<d 0 may well fall w525 or 530, of
even, as the chaktman of BP suggested, o 313 a bamel
—whether those countries will be phle 1o chrry oul the
adjustment programmes o which they ir'lul;lﬂn:-;l t e v
when even conntrpsy such as Bruzil, which benpefit from the
fall inafl prices, kave senriots in the sireets and invasion
of the presidential palace. The ungency of the situation
revealed by those facts was in no way meflectzd by the
speech of the Foreign Secretury.

The grestesi strains are certain to fall on parts of Africa,
pactacuinrly just south of the Saburn, and paro of Asia sech
ns Bangladesh and Bhaon, whens the greal powers ave
few direct interests to protect, For them aid is the only
possible chanped (or assistance. 1 think that the Foreign
Secretnry recognised that, It is the main function of the
[mlematicnal  Development  Associmion, which i8 so
shrentensd ut the monent by the Amencan Congress and
by cuts alresdy acceped by the American Pregident, Buol
the mos dangervus consequences cowld enme in Central
and South America, and particularty in Centml America,

It s very disturbing m Opposition Members that the
United States seemd 1o be L¢n:||!|l.|:|i o iy o silve the
eoonomic  end  oocial |.'lru|1|¢r|:|.\.. which 1t 1= Ju.'rp:li].'
responsible for inflicting on the countries of Central
America, by brute foree and military tnfervention, When
people- wlk of Finlandisation, [ must say that [ would feel
muach hoppier these days 1o be & citizen of Finland thin o
citizen of Micorngun [fmerrapiion, | Oh, yes. Conservative
Members know wery sl that the United States
Mdminisiration ot this tme is financing armed sction from
Homaluras agpaiist the legal Goverrment of Mlcaragun, snd.
we read in the pewdpapers, i threatening similar action
st Cubs and other countries in the area. The United
Stmies, in s polleiés in thet pan of the world, is o
recruiting sergennt for communism

There 1 no mystery ahout fhe mensures that are needed .,
[hey are set out in detail in the repart that we e debating.
'|"|':|-E'_'.' are el revolutiopary Marxise ||n|Eu_|“|I;. I doubt
whether the right hon, Member for Sideep would have
endorsed them if they had bedn, They are not eveén extreme
Bevaesinn demand manngement pr|:||:|-|‘:l'|:1|.-l. 1'!1::; hnve
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been supponed by sober-sighted people sach as the edie
of the Finmncial Tiees and, indeéed, Mr. Panl Yolcker, the
chuimnin of the Pederal Reserve Bank in the United
States,

The first proposal is that the debis of e popresi
coutiries should be cancelled. As the Foselpn Sccretary
smicl, the British Governmens in 1978 —1 am glad (o
have heen o member ol ft—cancellad the debte of the
poarest couinkrics af that time. [ hope that the right hon
Ciendleman will follow thol example and will press his
frigmds, & Willinmsburg o do so.

The second proposal i that we should provide more
galt foans throogh DA, bul pf present even the meagne
pittance recommended by President Reagan is being held
irp by the Unites Staed Congress; That & o izagedy and
i Crime JRUIRST e pOGPer |1t:|||'|b: in the wogld. It is
particulasly disappodnting bebaviour by o couniry which
still dpends more on potled plants than on foreign aid

The rhird propesal i3 thit all countries should aim at
achieving 0.7 per cent. of gross national product in official
anl o he next Bve yeass, [he Labour purny has commitied
itsail fo mchisving that. | believe thal it is the only British
party thit bas done 90, [The Govermnent are still ouwtrightly
refusing o give any indication of bow they will move in
ihal g, ||'.|'.':I|'¢'rr|r,|:.l.r1r.lr:|.1' With ireat pespect, the Furu_-ig_u
Becralury kpows very well that the Lobour Covernment
repiored the cur whhin o venr, The Conervative
Ciovermment ool and by 20 pet cenl, n their fira fwo years.
I do oot think that the pight hon, Gentlemn |s prepared o
guaniify in real werns the ioemedse that the Goverument ane
row offering. The Treasury his not heen quite s frunk
with him on this matier et il hos been conceming the
direction of our ovesseas capital flows In récent years,
Some of us will be taking 3 preat deal of intesest in thal
aspoct in futume debates.

Mr. Brocklebank-Fowlkir: Wil the right  hon,
Gentleman clarjfy the Labour pariy's undenuking 1o rench
the United Mation®s sponsored aid targee of 047 per cemni.
ard then 1o work townrds a further mnget of | per cent.?
Can he assure the House that be is malicdng about ssch an
increase within a five-year Pardiamemt? Will he sccepe
that he did oot say oiar it would be witkin & five year
Farlimmen—

Mr. Heabev: Thar i whan | said

Mr. Brocklehank-Fowber: If that is what the righs
bon, Cenilbomin s assediog, hod 5 foe. Will he also
accept thet the SPP bos commitied iself to reaching that
mmrget by five annunl increases?

Mr. Healey: The House will make its own judgment
whether the SDP [s in o position to. fulfil an undertaking
of that rature. The Hoose will recall that 1 sadd that we
would do so within i five-vear period befare the hon
Clenflesnan rode o ask me his ofioss guestion,

There &5 alao o cose—alihomugh | undersimmd the case
againat it—for secking bo convert the large volume of
shori-term  loans st high interest pates, which the
developing countries are havmg o carry, into lomg-term
livans af Jow inierest rales: Some inferesiing specifc
proposals for action ln chs direction have been made
recently, notably by Mr, Rolabyn in New York.

All theas measures are required simply 1o mvoid
imminent disaster; pooe of them, even rugi:[lu:r. 5
sifficient to get the world out of the crisis that we are
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debating. Thene s no chance of the Third world paying its
WY AN OF even servicing its exising leans, howeves
dmcomian ithe adfestment progremmes that they secept are,
undess the industrinl world achieves mucl faster and mone
sustiined growth than is now in prospect. Fihink that the
Foreign Secretary accepied that in his speech. [ndeed. he
seemcd to Imply it i, i 1 may say w0, acslighily mone
interesting speech that he made at & recent migeting of the
Bow group, from which | shall quote m a moment

Al present, the Western couniries Believe thar thel
recovery, will be slow and spasmodic ot | -5 per cent, this
year amd perhaps mone nent year, but depending on bow
this year goes. There will certainly not be enough growth
te @op unemployment rising and, therefore, o sop the
pressures for prscctionism increpsing over e period
ahead. Mo single counry can do moch better for dsell Gor
leng on B own, | agree with the right hon, Gentleman
about that. What is peeded is 8 collective programme for
Ern-d.-l_h {romii the T indusirial cowiteies, led bjl' thinses
countries which have nlready achieved o healthy balance
of poyvmenis and fow inflation.

Ome preal weakness of the post-war ecomomic system
—n weakness that most be et ageinst its achievement
in producing a golden quarier centiury of high growth and
low inflatbon—is that i@ faiked 0 impose on e Srong
couniries responsibilitics and ebligndons similar o thise
wiiich it imposed on the weak. The result sas that the
weal countries were asked to pelueve surpiuseys when the
srong couniries were fefusing o socept deficis, That, of
course, 18 impossibbe, as Mr, Voloker pointed oof before
he wiend b Washingion when e was still working ot the
Mew York Fed,

Thers % o grewing recognitkon of thet obvioos logicel
ruth-—that i the wesk counteles are o be expected 1o
correct their deficits the strong countries mostbe obligated
tor gecept latger deficits, That recelved wider recagnition
by all countries revently in the United Sues. Me, Shultz,
Mr. Regan, the Finuncial Secretary,; and eéven the garu of
sado—monetirism, Mr, Berel Sprinkel, in an ill-tirsed
press conference. in Paris, expresed the same view 3 few
weeks aoo,

When those views were put 1 the Chanceller ol (he
Exchequer he tumed them down fing. Inhis Budpgel speech
o 15 Mench b said:

“lt in somnetimes suggesied ol counitles which have made

meoss progress gninst nltation should speed the recovery process
by o resart o reflaibon. Bul noilvieg could be more dangerous B
racavery, = [(hficiel Repors, 15 Maoch I9E3; Yol 3, ¢
134.]
That staternend s the desth knell for the chianee of growth
m the West wud il in o death knell for the chance of the
Thizd world countries ever getting out of the bottormless
pit into which we have flung them

The Forélgn Secretary sounded a Title different in the
speech that he mude a wiek or two ago 1o the Bow group
I was fescinaied by thol speech becawse the Forcign
Secretany's position on these maners i o great deal more
sgreeable o me than thot of the Chancellor of the
Exchequer. However, | was not clear whether in iz
specch 1o the Bow group be was o wet in dry clothing or
perhaps & dry in aowet Blanker, | ahall queste Trom whit be
i (o explain my pozslement. He stared off with a bang
when he suid:

“lnemetanally, the makor mdosrialised counirics mus
demonetre that they have o chesr coberent and onsdibls erategy
for bringing abisl mecovery,”

b
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The échoes of that bang wend just dving sway when @
mmed & few seconds later into o whimper. He sald;

“We whiould rtherefore he warking, however disercetly,
povwarcls the ldes that the countries which mve gal Ussir Bosss in
oidei—notably Germany end Jopen—"
surprisingly, e did not mention his country—

Pehouald e aiming for grodb besed, iniefly oo leass, on
dameatic demand”

— that, I suppose, is reflation; what the Chancellor
descrbed as the sin againat the Holy Ghost—

“mther tlsan increased exporn.”

The Foreign Setretary was fight to make that point. I
is being mak: & gresl deal sow by spokesmen for ell the
major countries with low (eflation and a healthy balance
of payraents. But éach is snving thot the other ghould ke
the lead. The Germans are saying that it should be taken
by the Fapansse and British apd the Jasinese ane saying
that it showld be tiken by the Germuons apd the Americans,
It Iz a case of "After you, Clode. o, after vou, Cecil."

Mr. Eric Deakins (Waltharn Foresth: Does my right
hon. Friend thivk that his quotaiions feeo the Chancellor
of the Exchequer and the Foreign Secretary may account
for the fact that there is no Treasury representative on the
Government Front Bench? Nor is there a nepresendative
from the Department of Trade, That conirass with the
Labwir Fromt Hench which is eccupeed by my right hoa,
Fricad the Member for Stepoey und Poplur (Mr. Shore)
and my hon. Friend the Member for Batley apd Morley
(Mr. Woolmer), who 8 & Shodow spokesman on
Department of Trade nmners. Does not that show the
differenee in the serfousness with which ithe fwo pasiies
view the Tun!:nlem'.-'

Mr. Healey: My hon, Foend may be right bui there is
apother possiblé sxplonation. It 15 possible that all
Treasury Ministers bave deparied 1o 1he cenirad coartyard
off Great George siresi (o aifend & obual bart kiri of the
official who gave the Foreign Secrstary the figures that the
Teeasury has previously refused o give the House,

All we have from the Brtsh Government 1s 2 fittle poe-
ghection boomilet which is hased on & fall in the pound
which they tried desperntely w avobd — incleed, they
ralked iotercst ratcs 2 percent. in the hope of doing so
—and a fiddling of the figures of public sxpendipure
ansl the public sccror deficii—that chicken has alnewdy
come lwsme 1o roost—in the hope that they would gel
wway with g litle reflstion without the Prime Mimisier
aotcing.

Accondiiig 10 the newspipers, the Government are
lready plageing o take it all back. They are planming big
public expenditure culs i the satimn, That, we are told
in this merning's newspapers, is the renson why the
Chovermment wanl 1o cul aned e a5 ¢arly as possible befors
the boor bursts and the sworm breaks.

[t ia possible to poke fun &t the Governmant but the fact
is that their position is o tmgedy when one considers the
crisis that we ore debating, The Willlamaburg conference,
which i only & few weeks away, cogdd have beso u
springboard for recovery in the indusizial world. [t should
have been planned as'such bot §t js clezr thar President
Reagan wamis to muoke i i sort of rch mon®s Cancan; o
sort of medin bonanza which will help his election
prospects, 1 will be unprepared and unorganised; a series
of fireside chars which will produce nothing except @ rituzl
dedication o free tmde by countrigs—as one of my
hon. Friends pointed ost—which have quadrupled thels
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inpErt contmds gver the past four years with perhaps &
litthe more. imtervention sanctified in the foreign exclange
markeds,

The Government should be taking the lead in this maiter
il they take the Brandt repont as seriously as they suy they
do. Why does pot the Foreign Secremry take a leafl mar af
the book of his noble friend Lord Scames who recenthy and
seoathly proposeid io s debale in apother place that sach
of the coumrics anending the Willlamshure summi shoald
preseidl Hs own propodals for B plapped Endividiesd
eontribaotions -:Iuring the pent 12 muoaths for vwarkd
Tecovery ?

I do ot understamd why the Forélgn Secretany doen ool
follow the noble Lord, Lond Soanes, on this subject, I be
does pot, it may not be Jopg, sccording o the papers,
betore he follows him o the Howss of Londs alter the next
meneral election,

A 0 defence, Wesesmn povernments have af Last begun
o recognise, & least verbally, what they mist seck co-
operation  with their oppooenis w achieve. a military
balence at the lowes level of cost and risk. That is what
the disarmument falks ore oil obout. The 'Westem
povermments musl realisé that in the ares of economics
they musl geek co-operation betwsen rich and poop o
nchieve an econnie balance af the highest level of growth
and employment. The failure to make progress on this
topic 15 mosi diseppointing o the Opposition and the

abssnce of any sepse of urgency or even underaanding of

the Porzign Secretary's speech hag disappoinied them most
of all,

The problerms that the woeld faces In disarmamend at the
moment owe moch to the present ptiude of the Amencan
Avdmimistration, aithough it 5 gening obseguious seppard
from the British Government. The fallure tomake progress
on economic questwons s above all the faolt of the
Government. They have fintly turned down the propesals
that have comse in increasing nombass from Washingon in
recen months, Thar failure as well as all the others that
I'have mentomed are the easons why undess the Foreign
Secretary gives a different respense in the windmg-up, the
Lubour party will woe sgainst the Adjoornment,

312 pm

Mr. FEdward Hesth (Sidcuph [ expresa my
appreciation o0 the Leader of the House for having
arranged this debate in Govermnment time, and o my tght
hon, Prend the Foreign Secretory for his opening speech.

[ nm naturndly delighted with the weloome that my ght
fon. Friend has given to the sscomd Brondt report and the
approval that he has expressed, withont exception, o al|
of its major proposals. That 18 in comrast o the hosike
reception that the Govermiment gave (o the firs Bramdi
report, und therefone it gives me pleasure that this report
bas been grven such support by my righi hon, Friend,

[ also wish b0 thonk my rght bon. Prend for his
expression of grutdude to the members of the Hranc
commissEn, and especially the compliment that he paid
po mysell. It nlmeost becpme dike old times,

The commission pever had any ntention of following
up the first reporl with o sécond one, However, ithe
commission met every year. When it met in Kuwait in
Jumuary lust year, the members came fothe concliogion thal
after the fiilure of the Concun Surmimil i was essential o
prxluce o farther document. The first purpose was 1o

i
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exummime the positon thot had déveloped since the first
repoit three years sarlier; the secomnd was to review the
onder of priorities fior action which the gommiesion seq o
1f that fepar Sl 0 examine whsther Ih.n!.' sl Fe=ld ll_l.'h'lﬂ:
and the thisd was o try to deal with some of the
misgonceptions that bad orlsen aboot e first report,

The secind Brandt report wias writen in London undes
the . supervizion of the SaceetarviGeperal of the
Commanwealth, and mysell, assisied by Profeswor Robert
Cassén, As we worked through the vear, we found that we
were Torce] to gbandon our o gined intention, YWe sl 1o
the secord repor whit has bappened since the first reporn
wils written three years ago, [n every instange the position
both of Morth and South has become lamentably worse,
After an examination of the pricrities, the conclusion wes
that those priorities were dght. The commizaion wanked 1o
ensure that the matters cealt with in grear dexsi] in the frs
report had in oo way chonged,

An exnmiration of the bhadse questions of bealth, chens
water, education. gererl soclal sesvices, clinlhes and sa on
in the developing conmries 5 |USt A5 DeCEESAry A% CVET.
Emphasis on the production of food by the developing
coumrics i now more impormnt than when the first report
wan writted. Fug fewer of the developing countries are sell-
sufficient in food thin three Years aga.

During the year prionty had 1o be given o the financial
position of the developing countries and the impact of that
on the North, The House bas beard much sbseut that from
my right hoa, Friend the Foreign Secretary und from the
rght bon. Mamber for Leeds, Bpst (Mr, Healey)
Secondly, rhe commission had 1o concentreie on
negotiation and the forms of negot@tion. The comimission
had. b0 state a4 specifically us possible how the proposals
thal i was putting forward could be acied upon. Prom the
twe spesches that have been mude in the debate, it is
sppanént that this is .o major e,

The right hon. Member for Leeds, East was somewlat
unfakr o my right hon. Fricod the Forelen Sécrotary when
he-said that moy right hon. Friend approved of the proposals
put forenrd by the Brapdt commissing but bad not pot
ferward any progosals himself and that i he d3d ot there
wis & dongerof his being sent o the Howse of Bords. Tha
shows & complete misconception of modern politics, 1f the
Forcign Scopetary were o put forward o speciiic proposal ,
the danger of his going to the House of Lovds woulkd be
infiniiely  gregier. [ therefore fully upderstand my Aght
hon. Friznd’s position. [ tike 8 moch maors oplinuszsc view
of what he said. | profoundly agree that i solution will
never be found 1o most of these proposals untl there s un
expanding world economy. That, therefors, muas be the
ohjective of Governments.

My right hon. Friend the Foreign Secretary suid, with
his customary courtesy, thar the Williamsburg sumiit
would be yet another ea party . [ think the time 15 Goming
when not oaly paliticians but the public as o whole will say
"This it & complete failure of modern poditics and &
conmplete abdication of the authority of those in power.”
It is pot possible (o continue having summirs st which ool
only are contradictory communigques issued but no scton
of any type follows, unless the action |s contradiclony to
that alleged to have been agreed. 1 believe that
Williamsburg will be the test. [f nothing resubls from
Willinmabirg to deal with these problems, the genersl
reaction  theoughout the world — in Europe, Norh
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Amenca and Japan as well as bn e other coumiries—
will be o revulsion against sweh summits and an alernative
migans of obtiining resules will be sought,

1 wish to deal with the recommendations in ithe Tepon
The might hon Member for Leads, East said that the
linnociel crisis wes foreasen in the first report. In some
ways it came even more guickly than the commission
thought. It mever believed that the first couniry w o
bankrups would be behind the ipon curtain— Polind —
but the commission forésaw that severn] non-aligned and
other countrigs woold ke in diffficulties quite quickly. Tt
wis not thought thar some of the big countries would be
im such enormows danger soguickly. My dght hon. Priend,
the Foreign Secretary, in dealing with this point, referred
1o the impattant question of the ¢onnection of Eas-West
and North-Scuth sefations. My right bon. Frierd has
pointed to the Caribbean, Nothing will be servad by
continuing w pile up arms if it is oot poasible to give
suffichent econnmis fesources to pescue the Caribbeun
from s present disgmeeful position.

[t 15 nocessany 1o Use our coonomis resounces. Crenada
has gone the way it has becauss it wos nol pessible 1o help
o maintin what we would regard 4= o desirsble
Government. The danger to Jamaich still exists, and the
dangers in central Latin Amserica are obvious for everyone
i see, On the other hand, these countries can be bhelped
el o price. If we want to see Soviet power Limited, we must
pay an economie price, There is already the dunger thai
what the IMF is asking Brazil 1o do I8 jost not bearable in
that society, and thar hid alresdy heen seen in the fots in
Sao Paulo,

That brings us 1o the question of conditionality. My
right hon, Friend said that be fully appreciased the
problems of these condidons. However, the IMF has not
yel adapted itself to the requirements’ of the developing
world in relstion o the trestmant that they receive. This
again regoires action. I osaid during my speech on the
Budgei that | was grateful 1o my right hon, end leamed
Friead the Chancellor for having belped by increasing the
amaount under the General Agreement to Borrow, as well
a5 for agreeing 1o bring (oraand the negotiation on the [MF
quotas, | sadd then, and [ do =0 sgain, that we shall face
a difficelt political decision if Congress refuses the
Fresiden whal he is asking, He is asking for less than a
balf of what i proposed in the Brandt repont—a 100 per
cent. increase in quotas, [f the United States Congress is
not pirepared W approve that. it should nof be allowed o
block the rest of the world in going dhead with what Is
necessary for the resouroes of the IME,

Thiys all comes down 1o resources. This year alone, the
reserves of the developing countries will (all by about 385
billion, That is the gap that naust be filled in this year
wlope, The increase in quotss cannod possibly become
effactive before next vear, and probably ot ontil half-way
through next vear dedpite everyihing (hal my right hon,
and learmed Friend the Chanceilsr is doing.

Where can the rest of the resources come from? We
have proposed that we should allow the IMF 1o go imo the
muirket. The developing coumtries do not liks thet very
mixch becouse they regard the market as the last resom
Their view is; “If we do aot ke what the [MF savs, tha
is ibe ooly other place that we can go.” Bowever, the
commerciel banks are now very loth o l=nd further o the
developing countries, and for understandable reasons. I
is, therefore, betier to say to our friends in the doveloping
countries, “Allow the IMF 0 go inio the maoke and

n

If APRIL 1983

Tve Hrawae Commission Report 50

channel the funds threugh the IMF iooo the developing
countries, whxh the commercial banks are no logger
prl.:'p:lrr:l.l o da,

The commesciol bonks ore now under iremendous
preasure froum the centmal baoke w maintain thekr existing
liwans Iy -:B!'I.'E|IIFII|'|E: cinrntries, Ae we knvw', resistance o
that will increase. The only unswer is resoorces from the
[MF.

We also proposed o special issue of drawing rights,
which my night bon, Friend supported. We snggesied that
the déveloped counirizs shoold say, "“Very well, we will
undertake not o draw on the special deswing righis jssee,
W will allow # fo be vsed for developing countries,
according 40 their needs, under the conteel of the IME."

The mopetarists will critkcise b as iInflwgomury, In my
view und that of the commission, it s tmpossible o argue
that when world peserves have fallen S200 hallion and
those of the developing countries by 385 billion—a toial
of 5300 billion in such 3 shont period—special dmwing
rights-of up 1w 550 Bullion can possibly be inflationary. It
s apti-deflationary  in the present  shoation,  not
inflationany,

[f we take the view that any issue of drawing rights or
rescmirces for the TMF is bound to be inflationasy, we shall
merely g0 from deeper deprescion to deeper depiession
That is why the argument for special drawing rights (s noaw
unanswerable

In his letter to me when Tsent him 8 prosentation cooy
ol the secomd Brunds repor; the Chancellor tald ‘me that
he will have this discussed in the punemn. but the swumn
is ancdber sin months eece and by thed we are bound o
have another series af poblems for the develoning
countries. There 15 oo reason why ihis matter should not
be brought forwand for discusskon now in the commitiee
al 20 oty 1o get agreemen

From the sumamer of 1982 1o the epd of 1983, of Jeast
40 developing countries will be in financial trouble, They
Will have to reschedule or detanlt and go bankropl. That
iomeme dbien in the whole of the previous 25 vears, Tha
in isell sets oul the scale of the problem of Bnancing the
developing world,

That 15 the mmediste actiop tha i required . The repon
goed on b deseribe medlum-lerm action of up o fa'o vears
ns well 8s lopger-rerm scthon. In the medinm term, there
must be rescheduling of these debts o put them on & bester
long-term basds. As the dght hon. Member for Leeds, East
hias said, in the longer tenm these debts will have 1o be put
on & liveer rale basis to ennble those developing countries
o survlve ol all.

Ihis 14 Imponamt for us because of the involvement of
our own binking system. It is elso lmportant for the
American banking system. The major American banks
have ivestment in Latin Americh alose st is nine Gmes
thesr toinl copifal, Thai explaing their  valnersbility,
Whashington policy is that if thess countries get into o
meis, they must gel out of it

That was - all very well-unt] the crisss i Heazl and
Mexioo, In Bruzil, the President stempted o win back
lnan American suppont afier ihe Falklaixts war with oflers
of Jonns and rescheduling, but bé could not prassibly afford
to allooe Mexico o collapse, The social and sconormic
collupse of Mexico wonld hove meant millions, if not 1ens
of millsors of Mexicans' fiooding seross - an uncontrolisd
border fo [ook for pobs in the Unbed Simtes, Between 20
miillitan and 40 million Mexicans alemsly Hve inthe Unied
States, which mony Americans think oo many, and the
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thaeght of millions more fooding across the border with
sexko in desendar was more than could possibly be
sustafned by Washington, That wes the real reason why
suddenly, and late st night, the United States formed the
package which at that time susinined Mexico

Taday, Mr. Shuliz and Mr. Donnld Regon are both in
Mexico Ciy discussing the present situntion. Mexico sill
heas & ghastdy financial problem. and they recognise the
mpotiance of dealing with i1 on a lenger-term basis,
Therefore, the Westermn banking svstem: b5 still extremely
vilnarables.

Mr, Hooley: [s it aot imporiant o distinguish between
o tvpes of crosis, of which Mexico is one example?
Basically Mexice is not insolvent, because of its gigantic
niural resources of oil and silver. Trhas o Hquidity crisis,
not an insolvency crisis. The problem & one of time &cale.
It i= not o basic weaknzss.,

Mpr., Heath: It & pessiblé for thse hop. Gentleman b
minke that distinetion, bur i 33 eather like a man with 5
splendid collection of pictures who cannot pay his debts
becauss in the world situarion he canncs sell his plomares,

Let me give a further statisric. The relationshlp of what
15 required of Mexico bo repay debl and fnteres) comipared
with ite exports = 129 ; 100, Therefore, Mexioo cannot
possibly pay back debt when it is doe and the infensst on
ity let alone Dmpont amdbing else. That is why this is a
crucial simation for Mexco, even with iis nemural resournce
of oil. Some of that was sold o the Americass ad a
strmtepic reserve 1o ged Mexbeo out of the rouble it was in
just before Christmas.

The second impact 5 oo oor frede. The [MF
arrenpements with Brazil reckon on a Brazibian surplus of
56 billion chis vear because Brazil will resist imports. Tdo
not believe that Broril can possibly achieve o surplus of
56 hillion this year, und neitber can Mexico, on any [MF
arrengement. Bl that i done at the cost of impors from
the Morth, That is why some of us are doubifal aboar the
length of the present so-calied mvival in the scomormy i
the United Smies amd Burope. The developlng world will
be shle o buy less and less from ws anifl we solve the
problems. That i whers we ase so clogely ntermelaied,

It is now clear that the Gull OFBEC sountdes which
secumulated Large surpluses for many vears are no bonger
doing so. My right hon. Frend the Secretary of Siie
mensioped sncouraging the Gulfl powers 1o contribute
the pesources required by the internationul organisutions,
If they are mot already dong 3o, the OPEC countnes will
soon be drawing on their deposits o curry through their
present deveélopment proprammes, That wil have an
impact on the wesiern banking systen: because i will have
o meet the mequiements of the Spudi and' Kowaiti
withdrowals necessary to pay-for the programemes that they
wish 1o keep up. Migeria has taken the other courss and
i& ol paying fior 1its programmes: [f opemies a moraboriim,
which is foreing our contracton i withdraw from Nigeria,
We are, therefore, suffering in the way that [ have just
described,

Action must be taken op the question of negotiation,
Constantly in Britain, Burope and North America people
say o ome "We understand the proposals. We see whit
meeds. i be done, but how o we gei il dope?” Thit is in
the mind of evervbody who cansidems the issues, as well
ms in the meinds of politcims
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Wi have potnled out 8 pmber of things: The first {u
that g;lu-hal nr:_r!nl!i'_*lri.unn 1o which thse partied ol Capcui
ugeud have bean silempted for rearly 20 vears since 1
first UNCTAD of 1964, They have achieved nothicg. The
American preshient said ol Cancun Yl o pot want glohal
nzgotiations, but if yoo want them, vou have themn. ™ Thar
i it conducive o sucoess,

UNMCTAD lias besn & d.i.':a.pptl-:lnlmunl B rrialdy o B,
The British formed UNCTAD s mmstapudions: ot the and of
tho 1964 conféresce apd esch  develpping  country
remembers thot, Thoy wos soon affected by o bad oitack
of what | zall “United Nathors resolutionits”, The beller
ia thmt if & resclothon is passed, that sertles everyibing, In
Tngt, it settles nothing, Uil we move gway froen that
attitude in the conferehess we shall nol make any progress.

The second marter to which we poinled was it 15 beyond
bumun capacity for 153 nmdons oo &l round o able e try
o deal wich the problems involved in fommadity prices,
gocess o industrial goods, the work of {ransoational
companies, the fommiton of inlematonal instilutions,
thekr woting powers and resources, debes and 3o on. That
cannot be done. The only answer is #o find & way to break
up the formuoli,

We |ooked to the conference on the law of the sei for
an angwer. Inthad case, 21 countries pod together nod sail
Wery well. We shall go aboui working vut & soletion thai
wa think will be sceeptable to everybody wed then put i
i the whale™ The 21 coontriss divided into smnller
gronips b deal abth technical pspecis,

Thar is why we proposed that fike-minded countries
should i together and sturt pegotisting on purficutar
agpects which they believe they con fackle. "That neéd not
be limited 1 the North or iy the South. Prefernbly they
should be like-minded countries from Morh snd South
which would opemte together, The problem is that the
Croup of 77 always believes that it will nol make any
progress unless it stancds enited, We must w5 that those
in the Morth who do pot want 10 make progress cin use (b
artimide as oo excuse for saying, “Why should we give the
same 1o Mexico, Brazil, Singapore oo Hong Konjg as you
sy that we shoold give to Chad or Mali? Why shonld we
give the developed countries the same as the sub-Saharun
counities of Bangladesh require? Such poople haove on
excuse for taking no action. It is betber For us o recognise
the differences between the developing countries und treal
them aceordingly. We can do that by dealing with groups
of Hke-minded countries, Such sstion requoires mitntive

I hope that the Hecretary ol Siabe Wil follow bis
appeoval of the propossls by mking delibemie nitinrives
in each of the spherés that we lave meoticocd: The
Chancellor of the Exchequer should bring forward by six
monihs the discossion on special drowing Tights. We
shoold deal straight away with the question of the IMI
having power o go o the meacket 1o bafrow in order o belp
the d-r:'l.'l.‘l.l:lp-:lr:lg wiaeld, We should siee whether we cain ht|p
o of the dﬂ?tlﬂpihg SOinmhres by r|1||l;inE iheir loins
inin grante. The Labour Government il thoe with 19
countries and Sweden did it with 29, Pechaps in thot way
wie comld relleve some of the bopden, The Gountries
coneerned are mainly Commonwenlth coumries,

We must move o longer-lérm segotiations of lonns
through the intemmational organeations which can than
bear the bront of the bunden. | uadesstand thal Congress
is opposing many of 1he segpestions on the basis that that
will help the westemn banking sysem. If Congress is po
longer prepared 1o wor on the hasia of denlism or moml
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responsability and is pol prepared o act i self-intcrest,
what interest can one pirl e it as a basis for s decision?
That could Be n real problem

The initiative must be twken, | bope that the Britlsh
Government will take that initarive o Williamsbuarg, They
can imke the initative shout the way i which pegotistions
pre handled. We bave more experience than any other
courtry of that. The British Government could point the
way

[ am grodelul 1w the Foredgn Secretary for the approval
thir he has expressed for our propodals. We have pever
suggested thit they are the only propeaals, or that they nre
all correst, Bail [ am glad that my rmghi Bon. Prieod has
mpproved &5 many of them. [ hope that he and his
colleagmes will fallow that up by intatng specific acoon
in terms of Goance nnd negotiadon o the Williamsburg
confereoce, We do nof wanl oy mond uBconstocnve
discussions between the top seven. We want a process for
regching agresment phout common action. That is the only
way 1o denl with our comman problem,

5.37 pm

Mr. Michae!l Welsh ([haon Valleyh One can gpeak om
many of the issues mvolved in the “Common Crisis”
report. Cme could comment af length on the recommenda-
Hops in ihe repost, e [ de ool inend to discuss them in
dapth because so-many hon. Members want to contribute
(o this bmpormant dsbaie. This eould be one of the most
important subpects 1o be debared in the House since [ was
elapipd in 1979,

I wish 1o dieal with three parts.of the Brandt report and
(o explain my reasons for my bove of the Thind world. |
wish o discus the wms rece and the Thind world, the
enerey secior and the spencics of belp. (kbher hon
Members will have o greater imowledge than | of those
imporanl mabiers,

Brandt siresses how the weapons® burden s straining
even the wealihiest natbons. That great strain amd washe
affiects the sahility of states od sogiety. 11 thrénténs thém
Irrespective of ideology or system of government,

The Miniser spoke of Russia not conmibuting enough,
Russia {8 md making ihe effon that it sheald o help the
Third wordd. However, Bussta is be ing Ll'&pj.mfl i the arms
rce, |8 enres o beavy burden of arms, when it should be
seThoasly negntiating disacmament so that it ks possible for
it o contritide o the Thind world, T hope thal the
Covernment will ned relent in their effons 1o persuade the
Russians 1o provide bedp lor the Third world. The duty to
o =0 rests on them and &l other countries.

The world needs investment, and Thind workld coantries
peed B oeapeckally, We must moke the transition foo 8
peascnably stable society, but we shall not schieve a stable
planei unless there is ipvestmend in the Third world, There
is a distinct link between aid 10 the Third world and srms
limitation negotiations, 1 we do not reach an pgrecment
o grnes hmilistons, the ul:llI:ldl::'ﬂ:lI:lp:ﬂ countries will mot
get the oid that they desire, A clear pattern 15 fonmed,
becouse the more money that is expended on arms, the legs
is channelled iats aid for the Thind world, That §s stoamge
I o world in which, sccording to the Brandt report, a child
dles every 1wo seconsds throughout the yesr, throogh
hunger and disease. In years to come students will wonder
what happensd on this planet 1o thase in power o allow
that o happen, It is right that we shoold know what is
happening and oy o stop i,
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There are encugh arms throughout the workd o destroy
the planet over and over again, 1 seems amazting that we
should let o child die every two secands wlidle we spend
fa much on erms, Surely there should be the political will
i effect @ reversal, When it comes 10 negofistions, Britain
is the mos sdvanced couniry i the world. No other
couniry his Britgin's expertize and experience. Surely it
is opr job o give g lead and tw ensuse that the arms rack
is gradually run down and stopped. n the lopg run it 15 nid
thint will make the planet a safe place in which o Hve. It
is clear thai mrms will never do thai.

The Brndi report is fightly concemed about the lack
of progress that has been made by means of arms limitation
inlks, When we consader the expenditure on arms and the
pmotnt that Britain devobes toonid, it i clear whaot the
Brandt repori was and i afrasd of, The cost of armamenis
increnses each vear and the Government iy 1o adbere 1o
limits on the public secior barrowing requirement. If arms
expendifure increases other expendinare most be reduced,
gnd among the reductions, ivevitably, is aid to the Third
world, B is easy (o pture & graph on which amms
expepdimre rises ond aid sxpenditure decrsases.

[n 1978-79, defence expenditure, s part of the gros
domestic prodect, was 4+4 percent, Mot aid, as part of the
GDP, was 0-43 percent, In [ 282-83, defence expanditure,
as part of the GDP, was 5-2 per coat. Netald, again o5 part
of the GDP, was only (035 per cent, Expenditure on aid,
iherefore, had decreased from abost 0-42 o 0-35 per cent,
whereas defence expenditure, over ihe same period, had
increased from 4+ to 32 per cenl. [ heve obmined my
information from the Liboary and T understand that it is
based on the Government's estimates and figures.

The paticrn of expenditute i similar in many other
couniries, The graph is similar in America. The more the
Americons spend on arms, the less they spend on aid
Britain must provade more aid for the Third world and
st take a leading pan in pegotiations simed af securing
orms reductions. | koow hat the Foreign Secrefary is
imeolved in these negotistions, and [ know, too, that be
agrees with the conunents thin | have made, We scem io
hove spent too long negotisting arms limimtions ond it s
thme tha we saw some results trom the negatiations. If the
Brandt repor is right on any one lssoe, it is right on this
one: | we do not secure o reduction by aros, the Third
world and the rest of the world will suffer, 1 hope that we
can move fn that direction apd | bope, (oo, thar the
Siknister will mote my commenls,

The first Brandt report focused considesable arention
on the energy sector. Of course, (here bhave boen
tremendous changes since the first report appeared, Even
so-callad el countrizs are focing economic difficilties.
Three yeats have passed since the firs Brandt repon
appenred, bot there hove been noo significant ensrgy
developments. There ore good reasons why  private
eneeTprite canmod work with Thind workd countries in de
energy sector. There ure many reasons for that, mcluding
unstable Governments, If private enterprise cannot do so.
Governmerts -of all couptries must make 4 conceried
effurt. They can do so by giving greal care to the way in
which they us their energy and 1o what they do with any
HIrPERsES.

In Britnin alone we could do with a planned enaigy
policy, and thit is probably true of the whole wordd. The
Brandt report i8 comect in saving that an ensrgy
organisation should be affilisted o the World Bank. We
know that very linle or nothing emerged from the Cancan
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simemit. However, all the paricipating cobniries agreed
on' & brosd epergy policy, excepl the United Stntes of
America. If the Uniied States remains relociant o g
ahead with & new policy o help the Thicd world , or refuses
o do so, other countrbes sueh o Australin, Japan and the
Eu:ruq:t-aﬂ and OFEC countres nmsd e ahes! withésug it

The way in which oil affecis couniries is staggering and
sometimes unbelievable, Britnin has oil; bug it can be snid
withour doubr thar its Beonamic position is nof verr good,
Bangladesh, one of the poorest countries in the world, has
o energy worth txlking about aod it, oo, is in a bad
cconomie cosditon. 1F seemis upcanny that o country with
enefgy can be in'a bod way. Bangladesh, like other
counleees, must export b survive, Howeves, abowt 80 per
cend. of its exports ane pre-enipled by énergy and foel bills
Of the 20 per pent. thel remnins, 15 per cear. of the
fevenue [rom exports is used 0 service debes. Countries
such as Bangladesh have fo run as fas as they can merely
1o gtand ikl economically, and it sewnns ihat as Ui goes
on their economic health becomes wosse. (Oné of the
principal reasons for this is a lack of energy, That is why
the recommendnotion in the Brandt report for an ensrgy
agency s so impontand,

The relectance of the Unisd Staies o asais the Third
world in the enerpy seciog 8 no reason for other aatjons
b3 stop short. | am-sure that iF the rest & the woeld takes
the iniaative it will oo e long before the Unbed Siates
comes foreard. A stan mesd Be made i we want mosave
the Third world. | hope that Britain will tnke the bead in
the fombcoming International meerdngs. BEven coumrles
with substantial ol reserves are sk h:lp Iruen e
world instinutions.. That woeaild never have been imu.{ri:u:d
three or four yoars agn.

Encrgy should be given top priosity in discussions o
wiorkd meetings, and [ &0 oot accept what the Minister saixl
about that not belng possible ot fortheoming meetings
Pressure bas been breaght on the fight Ton, Gentleman in
this House—which s the place to apply pressure on the
Government-—and [ ask him o do whnt he can o ses
that the whode subject of energy i its distribution is
dizcussed of world meglings and 1o strive o achiove the
formation of an energy agendy.

| wgree with the Miniser thet traede is probably more
imporiant than ail, and we should bke to see b Thind
workd countries being able o manage on thei iradimg
ability, Muny ssues are raised in the Brandt report which
time does nol permit me o discuss, s | shall concenirike
on the agency of aid. Afier all, the world ecoxmic and
monetnry  sysiem  needs reconsructing, The Comcun
mecting In Mexico in 1981 fell shom of whst had beeq
capected, There wos po eeal brealtheeugh and we ace #till
inthe same difficult positen. Perlaps the tinse has arrved
when we showld be thinking of o new Bretton Woods, Tha
would allow for & regrooping of enwimtries, Wik
developing couniries being helped in pew ways, 1 have no
deohi that other hon. Members wili wish (o comment
furthes on thst subject.

I am also in favour of global pegotisttons, and |
nppreciate the fght hon. Gentlaman's commenis abouwt the
difficalries - there. However, where we can achisve
imternational comensus, where we con disezss sotions ansd
the meactions fowing from théem oo cther counries we
shall be moving inthe mght direction. [ see nothing wrong
with globnl negotintions, aad the mew order of discussing
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matters should mmove B that direction as . quickly s
possible. A mew miermatonal economx onder s needed,
and the Third world cowniries should ske pan in s
fermolation. That i5 vial, The Third workd countrses lod
a0 hond in shaping (he present world scormic sjabém,
They am having o abide by s resulis and the system is
fundamentally Siased sgains thew, and they believe that,

[ nppreciace that the sort of globa! megotiations abost
which | am speaking will ake time o esublish, so we
kst consider what can be achieved in the meantisne . As
I enid, [ ahall eovcentraie o ofly ome anpeci of and, and
that is the Internatiosnl Development Assaciation, whigh
is oreof the World Bank's lending nrms. Although the
DA mepresents abol one elghth of all i1s aid, it is el
becawse it can respond more quickly in giving aid than any
odher agency. It also sflows for discussions bepaween the
giver and the receiver, Because it is bogically fnse from
foreign poldicy and commercinl pressures, it desls with aid
differently frim all siber agencies, The Minigier sceepted
in & previous debate the important fact that over B per
cefl. o 815 lending goes to low-income countries and that
ihe rest goes o countrics with incomes st above the low-
BCTEnE hu:li.mdur_'r_

I nm commenting on the DA n portieilse beeauas it
ik poviatal armof lending, and | am sure other hon, Members
wikl speak about other forms-of aid. 1 do not beljeve that
the funire of the IDA is in doubt, despite the sppeamnce
of articles vver the weekend casting a shadow of doubt
over itd Future, | do pot believe that Her Majesty's
Giovernment would allow that 1o happen. They hive done
b great deal, m difficult toses, w-suppore the [DA. [ am
wure- ey would mot allow it to go o the wall in view of
e il por that it plays in sappoming the Third world,

The severth replenlshient neooiarions of the TDA will
be coming up soon and, gy Brandi says, B b boperotive
thut ihere should be & generous fesponse from all domer
couniries kading to a substaniial inerease in real tenms in
54 funding. This is so imponant thui it ahould be brought
up b the intemational meeting of the Uniled Nations
Conference op Trade and Development In Belgrade in
Jume., Tt could also be raised ot the Willmsburg summit
in May. T msenieon the latier because i 15 vital that Amwinica
i tied to the seventh replenishment. [t should play its role
a8 the jreat nation that it is. The Americans are our friends
and it 18 cur b io tell them when they une going wrong.
Mecondingly, it is the job of this conntry and the leaders
of the Government 1o inform America thin it should play
the pame in supporting the IDA, As o great oathon, [
shoubd incrense in real terms 15 assistance bo thal agency,
cepocially af this time of the seventh peplenishment.

Mr, Deakins: Would my hon, Friend think it a pity,
cven i the Unied States cuts back on its contrintion o
the seventh replenishment of the DA, for the British
Goverpment b try 109 reduce their share of that seventh
repletishment, os is strongly being namoused?

Mr. Walsh: 1 hope that these mmours are unfounded
amnd that, when replying o the debate, the Minkster will say
sr, I would be oo verrible shame i they proved 1o be
cormect :".-TII.FI:" prople would look downeast on oa
Crovermement ol dad sot mpke 5 full conmybution o o form
of mid that 48 helping the poorest countries. | hope that,
imespective of the anitnde of our friends the Ameticans,
the Minksier will give 8 calegone pssumnee that we will
ploy our pant and perbops increase our aid in real 1enms,
W maist pave the way Far other countries to folbow.
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| #irn not saying thut this Government bave been lacking
in thelr mirimde o the IDA; just thai they could do more
in giving lesdership in the Thind workd: They have not
heen in the forefront in terms of leadership. Therefore, the
assurance that 1 am seeking e that the British Government
will lead the vway ot intemntiornl meetings, so giving o
lesd {n belping our brothers and sisuers inneed, We should
be laving the foundations fora sfe und huogry-free plaet.
The basks on which to build is the Beundt report. The
Government shoald accept it and give an undenaking 10
dio ull tiat thew can o implement it secommendations

557 -pm

Mr. Robert Rhodes Jomes {Cambridoe): [ listened, as
ahways, with close inferest and swention o the hon,
Member for Don Valley (Mr. Welsh) and 1 particularly
poted his remacics: relating o the grms trade and o8
reduction in the cverscas iid programme . He pechaps docs
ot realise that T made my maiden speech i the Hoase in
December 1978 on the subject of overséas aid On tha
very alfternoon, the right hon. Member for Leeds, East
(Mr, Healey), wiwo is no bonper in his place, snpcanced
o =abstasitbal cuf o the overseas ald programme, upon
which the then Mimsier rightly and properly resigned

We did not realise ot that time that thi same raght hon.
CGentleman, while doing that. was. respensible for the
development of the Chevaline programme ¢f £1 billion 1o
develop our nuclesr missile progmmme. He was also
responsible for the expenditare of anather £1 billion an woe
destroyers and (hree frigates twio wesks before polling day
m 1979 i what wiers, by a most exiraondinary
coincidence, three  ciitical marginal seats. Therefore,
afthough [ nm prepared 10 lisen w0 monal lectwres from
almast anvone, | put ithe dght bon. Member for Leeds,
Enst very lov dowen in thust eatepory

In March 1980 1 had the oppodunity and privilege of
initiating the first debate in the Fouse on the first repor
af the Brandi commission. Perhaps becawse the subject
wad 50 fresh, it was, Inmy view, by far the best debate
we have had on the subject so far, It gave increased
prominence 1w & dogumiant which nchieved @ renckable
sade in this country, has been pablished in over 20
Inngooges and has stiracted large—ofien astonishingly
lnrge—avdiences In Breitdn. | recall an occwsion in my
comstimency when my right bon: Friend the Member for
Sideup (Mr. Heath) drew an mudience of over 1,300
people. At my spesches, not just o my constibienyy bui
throughout the country, | kave been surprized und gratified
by the slze of the nudiences and the iserest shown in this
subject,

I felt serongly in 1980 —it wis the principal pedson
why | resigred evenmwally s o pardismentary privaie
secretary ot the ODA—that the Government had failed
o grasp the profound importones of the ceniral message
of the reper, however right they were in thejr objections,
which | sheire, to cernin of the recommendatsons, 12 was
the one oecasion when [ felt that Lord Carrington mnitally
misjudged not st the salient features of the nepon, but
public resction. He nude nmends subsequently, bt i was
uncharacteristic of him 1o miss, as he frddid, whin [
believe was the significapce of what | suppose weé musl
oow call Brumde 1,

[ el il the members of the Overseas Students Trast,
who worked on the immensely lorge report under the
chairmanship of Losd Cisr, are profoundly grogeful thu
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the Govemment lmve sccepied the recommendations of
grar report in full. It repeesenty a step towards the spirit of
Brandt, and of internationalisen, which is so crucial.

| appreciste thar the Government inherited an
indefensible position in (979, but I felt that it was

unforiumale that there was & movement oo far fn the other
direction, | am profoundly grateful to my right hon. Friead
the Foreign Secretary ond his collengues for recognising
that fact and providing for the firsl time an overseas
students’ programme which will be fir, equitable and in
the interests of the recipients 25 well as the donors and of
higher aducation insiitotions in this coumry,

The significunce of Bmadt reports 1 and 2 i3 that they
should have marked an end ro the faeile pssumpions tha
the workd toduy is ns it was when the Pearson commidssion
reported in 1968; that il only the so-called neh countries
could meet United Nations aid mrpets 10 the poor. all
would be well; that the traosfer of lovish wmounts of
mahey and resources would meet the problems of the poor
pations, Brandt spelt oot that by 1980 the so-called rich
were silfering massive economie and social pressures
undreamt of In 1968; that many of the former poor
countries were mol just rich ba, in sone cases, immensely
rich; wmd thai the commissbon was dealing, and we are
deafing, with a completely different world,

I nm ot eonvineed that the new ceport, which paings
such a gloomy picture, i wholly right, because the world
position, ws thor of our country, & uneven. [ do nat
embroce all the proposats, but [ am comvincesd that the
overll message 15 clear and right thit 35 onpossiyie o
separate the fortunes of the developed and developing
nakions,

The suobjpect §s so vast and complex that [ want 1o
coacentrate on preventive medicine. As chairman of the
“Stop Polio Campsign™ of the Save the Children Fund, 1
wis especially glael to sse the COMMISSiCNErs™ Wiin
npproval of the' work done by it asd other voluntaey
orgenismions in this country, There might have been
greater recognition, however, of the fact that the
Ciovernment have given suppoart not st 13 the Save the
Children Fund, but to Woluntary Service Owverseas, of
swhich | have had the bonowr of bemeg a member of the
executive (of mose than three vears. Tstrongly suppor the
commitzion’s proposals that such voluntary organisations
should have access o international funds on a matching
basis. That is a criticat par of the repont’s qualifications.

I find it remarkable and moving that o small British
charitable orgnnisation, such as the Save the Children
Fund, hns achieved and 5 achieving so mech and the
gxtent 1o which the Brilsh poople are proud of il aml gree
sach generous suppon. The dedication of our stall in the

field, mot just in the Third world bar in the United
Kingdom and Northern Ireland, represents some of the
fineat aspects of ourcontry. Alas, poverty, deprivation and
the misery of children are not confined to the se-called
Thind world.

The polio immunisition programme has demonstrated
what can be done by w small voluntary organisation. We
operste now in eight countres —Malawi, Swarilund,
Lesotho, Zimbabwe, the Fhilippines, Thailand, Burma
anel the Mew Hebrides, We are involved also in Indonesai
pnd the Sudan. We have recently sent 300,000 doses of
polio vaccine 10 Sri Lanks, Althoegh it is impossible to
calculute precisely, we estimate that more then 0I5
million ehildree have now been immundsed apnins aod
delivered from the fear of this scourge.
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Creating the vaccine is &' long and comples process
The difficulty is o ensure that the vaccing s refrigerated
froim the moment that it B created entil i reaches the child,
That is difficull enowgh in western Europe. When 1t s
translated imo the problems of southern Africa and (ropical
comipies,  the scale  becomes  onimagineble.  The
maintenance of the “cold chain” is ooe of the greatest
problems. With the inspimtion, pepius and skill of
relatively few people, we have resolved these problams,
| pay tribule to my constituent, Sir John Butterfield, and
Dr, Nicholas Ward, who is at the OBA.

To be afflicted by polio ar an early age ts grievous far
nnyone brought up even in o developed country, My sister
coptrusted the diseaze when she was very young. |1 is often
(gl ond uswally maims the vicdm for Hfe, In poor
coumiries, where the battle for susviviel is evervihing, 1o be
s menimed @l the beginning of ape's ife makes the disease
eventually, if not immedistely, fatal,

Those who afgue (het preventive medicine menely
imcreases the population problem in developing countrics
revenl a heartlessness for which I should have thought the
House woold have [ile time. A disease such as polic
means that even those who senive is childrén are deprived
of being usefial 10 themselves, their families and their
sochathes |n many cases fur the whole of their lives.

One of the most remarkable schioverments of the
inserrational community since the war — one could
almost say in heman history —was the elbmination of
smadipox throughout the wardd. It B crueizl i emplasise
that it was not just a technical ochiegvement, but a triumph
of polltical will. Every country was detémmined ©
eliminate smillpox, and it was eliminaied.

[ am convinced that what bas been dooe with smallipos
could be done For polico and dbsases whoss elimination we
kpovw' §s within our grosp. There are other. equally
devasmting diseases, mninty in froplcal countres, 1o
which we do not bove the answer. They provide o major
challenge and opportumity for the intesnational medical
amd sceentific conmumity

Themefore, there ate two calepories? disenses that we
know can be prevenled and that we ought to prevent, and
discascs that afflict wens of millions of our fellow citizens
on this placel, 1 which we do ot know the answer, bt
o which with isterantional initistive, we could discover
the answer. Coule not we, with our unique and unequalled
knowledge of wopical dissuses, give g lead? Could we nof
take a feadership role in endeavooring 1w defest those
tincases?

Al 0 passionats believer i internationelism and wfml
can be done nnd a8 o realist in representing those things
thut nre impossible to achicve, | showld like v addness
miml of the House oot simply w0 palio, bot o other
preventable disenses on which we could mke a leed, We
have amique knowledge abomet them We hove demon-
struted that, through our small charitahbe organisations, we
can achieve dmmatic resulis. Coald we nof move on from
those results to giving leodsrship, which will be accepeed
becmirse of our predomisant position in these areas? | know
that we would have behind us the support and belief of the
penple of this nation that the interests and concern of our
coumry, and the sinndards for which we stand, go far
beyond the shores of these jalands.
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Mr. Russell Johnston (Ioverness): [ am happy o
follow the bom Member for Cambridge (Mr. Rhodes
James), who made o sane, humane and sensitive speech.

[ welcome Brandi 2.1 regrei the Government s fuflupe
to respond o Brandy |, | as sfeaid that | also vegret the
whsence todoy of aoy rend copumitment, bevond (he
generully down-nmarket rhetoric of tse Secretery of Stuie
for Foreign apd Commonwealth Alfairs, o oa differen
approach fo Brand) 2

The cight hon, Member for Sideup (Mr. Heath) said thot
since the first fepart three years ago the position had
become lamentably worse. He does the whole House
credic by the service (hel be hus wiven o the Branck
commission. The House shoald pay great atiention o what
be said this afternoon; [ shall retam o some of the things
thut he =akd, which echo what he said in previoes debaes.
I recall him rémarking that n Government spokesman had
il that if we left everything (o the market, evervthing
would be solved, He felt that one was bound o challenge
thar phifosophy, purticularly in this srea.

Hon, Members on both sides of the House believe thi
we must put our own house in order first, However, they
are perhaps not so vocal on the Opposition Benchezs, That
brings os back 1o the 19, when the "begpar my
neighbour”™ view was domiant, [t l2d o spiml of
deflation and doom which, oddly and sadly enough, we
were faken oot of only by the wor and taken inio the
inflation and incressed activity that the war caesed, God
forbid that thir showld be the way our this Hine, This 1= an
abvious thing to say. 11 ia in Britain's frferess o esolve
the problems, because we ure w0 dependent upon the Third
wiordd and irport hall our Key indusiral maserials from i

Branci 2 is divided into five muin headings—fnnnce,
trade, food, energy and dialogue. [ shall make brief
commends on each of those headings, which s the besi
appraich, The demands about finance nelude sesumed
internatonsl growth and the stabilisation of 2ichanpe
pes. It 15 all very well o call for growth. Calling for
things and getiing and knowing: bow w ged them aie
different. Governments can, however, do somedhing about
the stabilisation of exchange rates. I should have thought
that it is not good for Britain o confinwe 1o reject jaining
the Buropean monetary aysiem That weald be one small
wity (o belp to stabilise the workd currenoy svsiem. There
5 a meed for & pew Breton Woosds, Sursly for us io
wontinue (o reject joining the EMS makes no sense,

In meeent years the amount of British nid hos boen net
very katisfaciory. The latest peroeniuge fgones that T have
Bemn mhile to obtaln el me that n 1979 we pove (52 pes
cent, of GNP, 0+35 percent. in 1980 and 0-44 pér cent.
i 1981, We were told by the Foreign Secretary thit this
year's figure would be slightly up on thae of 1981, That
is to be welcomed, although probably it will not be as high
s the 1979 fmuse.

Mr. HDID]!_!-': The bon. Gentleman will be awars thai
the only reason why the quantity of aid is goidg op 15 that
the reconstruction of the Falklands has been dumpsad on the
wid budges and ghncst all the extm muoney thet is being pul
intg the ald budget for 19E3-84 will be wied to repair the
damage done by that disastrous fipsco

Mr. Johnston: [ do not wish 1o speok nbout the
Falklands today. My views are slightly different from
thoae of the hon Gentleman, His podnl about the &M on

The Brandr Commizsion Report -':I.. .l Te Brandy Commissiot Repovr

the wid budget 1= valid, bot [ shall let it rest, [ was soving
that nithoogh there was on increase, for which the hoa.
Grentlerman hns an explenntion, it is nsueffcient,

Liberels have [opg been commiited fo the United
Matons” wrger. | should like to say to the right hom.
Member [or Leeds; East (Wr. Healey) that ooe of the
retipsonnn, for the success of the Bandi report and the high
respect in which i is beld is nofosimply the mived
nationality of the membardhip bot its mixed political
complexion. | nm weary of hearing his beligerent
speeches, whish suggest that the only people in the world
who lsave nny concermn for those issues are those in the
Labowr party. | fnd thet exceedingly boring, mrelevint
and rsther ssd.

Mr. Clinton Davis: The bon. Centleman 5 being
senscless, because my right hon. Friend paid a generous
tribrmte 40 the right hon Member for Sideep (Mr. Heanth)
and “other members of the commission who come from
digparsie politica] parties, The hon Gentleman’s point
s feay than geperous ioomy elght hon. Friend.

Mr. Juhnston: 1 assure the hon. Genileman that T do
not daaire 10 be angenérows W the right b, Menvber for
Leeds, East. Neverthebess, he suid that ihe only political
paty that is commibited to the United Nations” targés i3 the
Laibour pamy. hil 18 ool e, That (8 woith saying, | am
tired of the right hen. Geateman sseming 1o take the view
that there are only twio parties i the House and thar what
anyone else wishes is irrelevant. 1 do not like that, Thad
i wdl thut 1 am FUYIRAE-

Brandr 2 states thal world trade is Hn*l;rulinﬂ. Thum s
temie, [ states that there 1% 6 nadd 1o tackls the vafone fofmn
of protecilon thad discriminnte sgainst the Thind world, |
i a stong suppoder of the Buropean Community, but [
miest say that the CAP, to a degree, bas such an effect
Thal s something thas we showld seek to cosrect, The need
for o stubilisaton of commodity pricés s evident, Their
Niasrantbad often hos 6 mtpoue elfect on Thind-world
coumries, apart rom the effect on nfanon in the Wess

Oy Tood, therd i mention of the need for countries o
develop employmeni=croating agriculuse, which & not
pecessirtly deperdent on the high4echnology femilisers,
pnd o wark townsds foud self-sufficiency. There are a
number of exmmples to show that thid can be done. [n the
Punjub, agriculturul production has ineressed by peardy 75
per cent. o the st 15 years, The Philippines has
clipmnated i nce deficit in the past decode. Soch
developments are chearly possibie and well worth
encournging.

The commisdion, on  page 136, repests it
recommendiation
“ihut 0 global coerpy ressmch eontne steoudd be Grmstnl amder LIt
suspices gogo-antlinale research on Bew energy resoirees,”
That megoest omst be covpled with the statement on pags
133

Hidver dhe pant ihoee vears, there hes developed widesguesd

compeeatey abiun the Furure stabily of snergy supplies and
prices, This complacemsy cannor be uaified.”
[ gmv for from being an eéxpert on energy. bot I am
extremely puzeled by this chimge, Three, four or live
YEAIS age, every tme ooe ppened a guality newspaper ans
foand o doom-laden amicie warning that we should run oo
of petml by the tum of the century and that we mat
conserve energy, switeh ofl oar street hights and gencerally
cul bock. Suddeniy all thet has disappenred. ol benst o
the rhetom—ome might coll it the green chetoric—aof
poiifics

41

L& APRIL 1983

The Brandi Commizsion Report ¥

I have mentioned the specific meommendation made in
the Second Brandt report. Pechops the Minister who = o
repdy owill tell s why it sthat the United States is opposed
i this, & is staed on page 138, amd what is the British
Government™s attitude to what seems 0 be 2 sensible
proposition, | shall lisen 1o the Government’s responss
wiih an open mind;

If there iy to be & dinlogee, there s obviously & need
for political will from both Norh and Seuth, It s
exmemely encouraging that the mpor bas been compiled
by people from both Morth and South, showing clearly that
people in feading political positions in Morth and South
can sit down together and resch ngresd conclusions. | feel,
however, that there is insefficient political will in Britaim
gt the moment. A certain new nationatism is cregping in,
aot just on the Government side but in the Labour Punty
The pew natiopality lows, the mduction in overseas aid
end the Jukewarm atiude @ the BC are all mutters of
COICErTL.

[ ahould fke o make 8 few critical remarks on both the
Hrandr report and the position of the Government znd the
Labour party. One could argee—as o Liberud one hos to
arpue—thal 15 s nod edough 0 ol the wheels and gel
the world s economy peing. O must be coneemed aboin
real redistribution. Brandl does not deal with the wwkward
fact, with which the previous President of the United
Stites began 1 wrestle wneertainly —that many Third-
world  countrigds whdch scek hetp have divided social
systerns ancd bere s no eviden intention that thdse sysieqms
will becone less divided. Ome day we shiall bove 1o sddness
ourse|ves 1o thit problem,

The |.||.1:|.|,||:|-' of aid s apsther jsgse o whech Brandt 2
dnek fil devole snough ahwention. | sholl nor dweil on the
obvious poinl thar te Uplicd Kingdom docs ot glve
enough aid, The Minister might reasonably say that it is
easy for & member ol & minogny Opposition pary o say
thit. Bt il omie books at the dewils of the peckape, the fact
that the United Kingdom gives a for greatér proportion in
thed ald than do apy other mémhers of the OBECD i3 &
eriticism of our country, | underscand that in 1980, 63 per
cenl. o aid from the United Bbggdosn was ted, conpared
with between 20 per ceol. and M) per cenl. in the
remnainiag OECD coundries, That s o sigmificant
difference, and pot & desirable ope. Egoully—| suppose
that this follows inevitably from the statitics that | have
Just piven—in terms of bilnteral wersus molrilsters] aid,
only 14 per cont. of our aid was multilstera]. Thet is &
soigller preportion than for amy other OECD country.

O our bilsterml wid, only 10 per ceént, went om
agriculiure, Again, that wus the lowest proportion of any
OECD  country, As agriculture is  crucial 10 the
regeneretion of the Thisd world, thot doss not seem o
muake sense,

The previous Mirister for Overseas Development said
that the Conservative Governmsnt woald give preaisr
weight 10 industrinl, commercial and political considera-
tiors, Thit has the inevitnble consequence that there will
be bess mid for the pooner countries, and that 15 somedhing
thit we must goestion, 11is all very well 16 give Large sums
of mopey for steel mills in Indin or Mexico, bul the
comsequenss of the expenditure of those sums is that the
poorer agriculiurml countries receive less.

The Labour party view wis expressed somswi
belliperemtly today. That was perhaps 1o be expected s the
spokesmun wis the fght hon, Member [or Leods, Eas,
and that is his woy of doing things, | humbly suggest,
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aowewer, that much of his belliperence i= [ froum
Justified, because fhe Labour Government's aid record was
only tharginally  beter than  that of  the  presend
Ciovernment, So marginal was the difference thar it weald
be pointless 1o ey o mike & case oul oF il It would be
morne semsble (o try 1o develop a common position acroas
the Chamber m relution to the Third world, especially ax
we all know that these mufters are nof always casy b pur
actoss o our constituents and o the public at lrpe. The
rghi hom. Genileman’s’ approach was wong fn thai
regpect, I we ane stuck with & political system that is bosed
o conlrontatiomn, we would hope that ndvocaey of & lvwer
&l programme on one side of Uz Howse would produce
a higher aid progromme on the other. That has ot
happened.

The Lubouor party™s plin in “The New Hope for Britain”
is pood for reading of night as it has s slightly soporiflc
efTect.

Mr. CHmton Davis: What effect does the hon
Gentlermnn think his ,t.'_p:r,:,'.h bas'?

Mr. Johnston: The section onthe develogpdag waorld In
that document is vagoe and doss oot mmteh whiat tee right
hon, Member Tor Leeds, East said, Worse sill, the whole
tenor of thad docurment is protectionist and suppests deat
Hrithm shoald put up the barriers. The Liberals and their
aociid Democratic colleagues believe thar protecticmism
musl be strongly resisied and thoe it wouald be fuelled by
the policies that are proposed n that docunseri.

Ome of the reaolis of ihe election of o Labour
Government woald be withdriwal from the EC. |
understand that that pedicy is ool supported by the right
bon. Member for Leeds;, East. It js strange when the
epokesman on forsign offalss rejects o comtmal and
enormously far-reaching par of his party's policy, bt thit
wepans 0o be the case. The Forelgn Secretnry gove as well-
compiled sintistics ihout the ald that (5 given by the United
States of Armerica, the USSK and the EC, [t is possible o
eriticise the EC, but, compared with the United States, the
USSR and the United Kingdom, the BEC has a goodish
record. Apant from the geneml economic and political
disruption that Britsh withdrawnl from the EC would
cause, we should sacrifice the ability to influence that
incressingly powerful group positively. That woold be s
profound miseake.

I should have liked o d.l!'l'cll:lp [he {ssise Gl s wales

which is not dealt with in Brande 2, bur | shall simply
repister the Libeml view thot that issue must be tackled

I like w0 think that the Libem] party has o good record
In pressing for constructive British policies fowirds the
Third world, That has ofien been [ur from easy for o
mirerily party. It is sasy o criticise A minarity party, but
it % sometimes difficult for it promete such issues.

I find jr difficult 1o add anything that meuns much to
the splendid speech of the right bon. Member for Sidcup
who sits oo the Bonches opposite and stands for the
Conservative interest, [ hope that, despite the conflicts thor
be' sometimes has with his colleagues, his inflience and
experience Wwill weigh heavily with the Govemment

On behalf of the Libersl pary; T eommend Brunds 2 and
hope thet the Covernment will sct on it

i
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Mr. Reg Prentice (Daventry): [ agreed strongly with
the hon. Member for Inverness (Mr, Jobhnston) when he
said that this subject cught nod to be o maiter of party
ooy The imroduciion of such COntmvErsy EI’.' the
officizl Opposition mther spoiled the affect.

Severnl hon. Members bave dizcossed the issee far o
long time. More than 20 vears aga, when, for the aply tme
i my parlinmentary career so far, | won first place in the
ballot for privaee members’ motiens 0 be discussad on
Fridey, | introdeced 4 debate an ihe first decade of United
Mations development: Ever sinee then, a minority of hon.
Members have discussed the subject without much party
difference,

The bon. Member for Invemess said that our problem
was 0 gonvines sufficient nurehers of our constituents of
the case that we try to moke. | suggest ihnt we glso have
a problem with our eollegeuss In the House, aol o the
sense that they disagree with us but in the sense thal they
hove not been prepared (o give thess matters proger
priority. Therefore, theré hus not been suilfficient political
will under successive Governments & do enough o co-
operate in dealing with the problems of the developing
world, In the 19605 thel was tragic in ferms of the
comsEiuences, wheress in the 19803 # hns  beoome
despesatg, both for us and for people in the developing
workd because of the incressing intenkependence which is
the theme of this debate

The pace of change §s increpsing all the time. Ad my
oght hon. Friend the Member for Sideup (Mr, Heath) said
in & remarkable speech, miny of the pessimistic forscass
of the original Brandt repori proved o underesthimnie the
crisis that we pow  face. Therefore, the document
“Common Crisks” has had 10 upeate the exient of the
dunger and risk o abl of us ifwe Gl entirely to take action,

Againsg thot background, 1 shall make one general plea
and three specific points, My gensral plea is et the
Britsh Government ke o high profile @ this yvear's
conferences ot Willinmsburg, Belgrde ind elsewhers. My
right hop. Friend the Foreign Scorctary made o good
speech bsfuy io (hat sense. He warmily welcomed the
proposals m "Common Crisis” in genersl  terms:
Cbviously, e did pot commil  himsell oo esch
recomunendation in detail. Indeed, mon of us have some
reservations bere and there. 'We now ask af him and his
colleagues thot that warm welcome be followed up in the
White Paper in much more detnil and that there be specific
pledges on maniers w0 which the Britigh Governmem will
give priovity, More importast tan that, we also ask tat
his warm weleome be followed up st the conferences that
lig ahend, especially Willismsburg.

A disappointing. feaiure of my right hon, Priend's
specch wis that be said thi the delegates st Willlamsburg
warnld pol concentrite on the Brondt recommendutions b
wold discuss the state of the world economy in . general.
A large part of the sute of the world economy s contained
in the firt Brandt repont and the “Common Crisis”
staternent. A discussion that ignores those aspects is oot
a proper discussion of the state of the world economy.
There is simply ne woy in which the deh mon's'club can
sarlve is problesny inisobnation from those of the developing
world. The developed countrigs, the middle-income
countries and the podrest countries fice overlipping and
inerdependent problems
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During my two periods in office as Mimister for
Overseas Development, [ atiended mnny  imermanonal
conferences. | always found the Whitehall briefing over-
cigthous, The drill was rooghly ns follows. The Minister
who wes “leading” e delegation would ntiend  the
confercnce. | have in mind here bonger conberences, such
as UMCTAD, miher than -short opes, such ak
Williameburg. The Minister would go 1o the conference
laall for the first few doys éand tnke bk tum with e leadess
alf 150 other delegarions at the micrephone and deliver a
speech that was wrigen befors he left home. He wsoould
then return hoone, whersupon the. matter would  be
pontinued by officials. His briefing would emphasise his
eoustry’s athievements. Britain has many things thot it
can be proud of in relation to the developing world, though
ool enough. The Mindster deals in worthy good inbeations.
His briefing would also contain perhaps hundreds of pages
of defensive material with which 10 resist any proposils
from other people which might prove embarrasgsing o
Britain and agninst British mieresss

I do not complain about thet alogether, [ cemainly do
nol complnin shout the pecessity for British Ministers ut
coaferences 1o defend British irmeresta, becmesa thid is ome
reason why (hey are these, but T ask that British inderésis
i e contexy of this debate  should be mierpreted
positively gl ool negatively, They should b interpreted
in relathon to the critical matiers that we are distussing,

My reference to briefings was nor intended o criticisg
civil servants, They resct w the nititades of succedsive
Ciovernments, who have failed to use the opportunitics of
this coptinuing dislogue to ke proper Initiatives in this
nrea, @s have the Cowernments of most other counirees,

The officinl aid programme hos been oo small vnder
wll Brljsh Clovernments, and was cot dispropomonnkely
by this Government during their early period in office,
which is why I fowsd @ necessary o abstnin m a recent
Supply day debate on the subject, Most imporinily,
owersean aid should be subatntially nereased.

Although T do not wish to maks pariy poinis, 1 shall
respondd briefiy to the remarks of the right bon. Member
for Leads, Easd about the Labour party's pledge to achieve
the -7 per cent, target, He, other Labour candidates and
I fonight the 1974 pengral ebéction on that pledge and
rensged oo it 1 wish that when be was Chancellor of the
Exchequer and | was Minister for Overseas Devalopmnemt
ke hod shown as muoch enthusinsm about. the pledge 1o
increase the aid w07 per cent, as be did this afiemoon.
Meither Covernment lave done well enough, bud | would
rather be o member of o party thal had not made such a
promuise than o member of a party that had made such &
promlse and pot carried it out. Promiss o no promse, we
ouust make progress toweards thot torgst,

The Forelpn Secretmry reminded us that the iotal [How
il resources, including private investment, is almost £5
hillion—thal i the figue for 1981, the lest year {or
which complete figures are available. The bon, Member
for Sheffield, Heeley (Mr. Hooley) asked for more details
shout where the money goes, and [ hope that they will be
forthcoming. That s a substantial sum that s worlh
contributing, whether it goes m the poonest Couniries o 16
th less: poor, and it is twhee s muoch os the official United
Mations meget. Within thit surm is the other targed of (-7
per cent. . ol our performnnee against that, seednding o
the most recent figiires, is (44 per cent. That is bener than
the OECT avernge, the intest figure for whicl is 0-33 per
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cent, 1 do pot say that with a senss of national peice, B
| believe that it §s & sewere critickm of diber OBECD
COUTITIES.

I read, a4 other hon. Members my have, the avsdemic
dintnbe of Professor Lord Bauer in The Times recently.
His arguments wene no more impressive then than they
wene 10 years ago when we debsted the matier on Thames
Telewision. [ clobbered him then, ool bechese | was a
hétter television performer, but because | had the bees
prgumeils. He is right that official aid progmmmes will
ool of themselves create development. What is needed is
o mixture 1o which the most important element 15 |local
effon aml mvestoenl, the second most importint elemeanl
may be private [nvestment from oversess, and the third,
ongl frequently indispensible, element (5 official pid. The
three  together, in n different mix bsecording fo the
circumsinnees of each developlng country, have proved to
be effective mgain and agiin,

There hos been much senaible development during the
past 20 years. Muny of the developing coantries have been
developing faster thim did Brifain doring ihe industrial
revilution in the 18th century, muindy by their own efforts,
bt alfso with help from the developed conntries. elthough
that help shiould be on o much bigger scale

Mr. Rhodes-James: [ nod (he prime example thar
destrovs Lopd Bauer's prguments: the Marshall plan? I3
thit pol & classic example of the movement of resources
and finance 1o a deprived o that eonbles it 10 restone
isel !

Mr. Prenthce: Yes, and | am groteful w my hon
Friend for thai intervention. We should all remind our
constituents from time 1o time thar the biggest single post-
war aid progmmme was the Marshall plan, from which
Britain bepefited enormowsly, That would help people o
see the present problems in o differont perspectivie. Ido not
suggest that the volume of aid is more than one aspect of
the problem, but it is the clesrest smple measobement of
gur pood will and commitment 10 co-operating with the
developing world. We have oot been doing enough and we
should do more.

[ munke no apology for repesting what several Do,
Members have sald abour the International Development
Agency, because | hope that the message from the House
today to owr friends in the United States Congress i a clenr
ansd unanimous appeal toovote for the United Sintes’
comtribution 1o the sixth replen=hment of the [T,

[A 7 i due b be lnonched néxi vear, but miny ool bea
lnemched 15 [DA 6 15 not properly ander way. That mastier
deserves careful thougin by both Congress snd the Hoose
of Representatives. | was in Washington v 1976 when
there wis 0 similor argoment, and T discussed it with
congressmen and officials of the United Siates Treasury
1 understnnd why they may have doobis and problems with
their comstiluents, bur politicians of all donor countrigs
Rave similar problens. The Americans must face their
responsibilites oo,

[ puat three arpumers to the Unbied States Crovernment
o forcefully as possible, First, Amera's reputaiion as @
civilised, geperous and enlightened nation that hes given
& positive lead in world affairs s on the lise. They shoold
not underestimate the importones of this matter, bath in
the eves of developing countries and of thelr friends nthe
Wit Secondly,in this malier they ane beating de Soviet
Union bands -down, according &0 world opinion. The
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soviot recond, whether on the International Development
Agency, where il does nothing, o on its aid programme
generally, where it does Liile, is deplomble. Althowgh the
American record I8 not a5 pood a5 one would wish, by
comparison it s enermeous, The Unibed States his earned
el many friends for the democratic way of life by its
past generosiiy, It would be g trigedy if Americs sonk
down o Soviet @emclands i this mabter

Thizdly. T am inclebied 0 Fhe Economis of ast Friday
for quoting the conclusions of a study comducted lest year
by the Tnited Srates Trensory, which stated:

U the exiezmal gide, [che bank®s | repoms emphasise the peed
fier opea irsermational trading sysiems, reallstie exchanpe mled,
nnd ithe use of world marker prices o reflect real apportaniy
costs, Oin the internal side, there |8 ap emphinesle on pppeoprioge
resource slloceting . realistic pricing polchss, cost meosesy,
and the munimiecance of sensible fueul snd moestury pollcies.”
In terms of the worldwide arpument between free
enterprise and the monaged economy, the Woeld Bank's
operations, and pasicularly the IDA operations, are on the
sice of fres entemprise, One wouald have thoughi that the
American wuy of life was invesied in their idens and
principles, which should norbe aSandomsd. 1 Boge dhat thil
message will reach them from thelr friends in this and
cther counirses

There is then the vexed peoblem of whether we need
ancher Brelion Woods: conference, In some ways, that
profiem is less arpent than othet aspacts of the “Common
Crizis” report becunse the probloms thal we fice o the
world foday cannot wait for the establishment af new
internationsl machinery, Existing machinery must be wied
ind (beps hos nlso o Be dhe polifical will to use that
exme muchimery more effectively. In some ways there
is more political will, and we cen be prosd ot our
Chancellor of the Exchequer, as chaiman of the interim
committes of the IMF, presided over the meeting thal led
1o an ipcrease in the DMF resources and m the bringing
Toraond by two yeoars of the qoodas due.

[ am ot suggesting that we should postpone decisions
because of the problems of machinery. However,
machinery s, in the lopger term, of grest importance. |
wis in Mew fealand leit Cotober when the Prime Minister,
Fobert Muobiloon, wes developing his Ideas on ihe need for
o new Breson Woods. He had lsunched his proposals s
lirile eatlier at the nnnual meetng of the IMF and the
World Bank. In October, be was speaking ot u conference
in the Pacific of the Commopwenlth Heads of
Governments in the Pacific, and he devaloped the idea
furthee, 1 was shle 1 ger copies of his speech in
Wellingron and 10 discuss his idess with some of his
advisors 1o the foreign affsirs committes. He was making
& powerfol case, which ofhers have made as well.

Since the orginal framework was established following
the second world war, we have gone through enormous
changey. There has been &n enplosive ncrease’ in world
populstion. There has been o drumatic rise known 45 the
revolution of rsing expectation, There hus besn & great
ifcrease in world tmde, The proportien of products
prodeced by esch naron that is sold scross frontiers his
gone up, The vulnerability of the non-oil-procducing
countries 1o ol price riscs has been proved drmatically,
as has the valperability of ofl-producing countries o & fall
Inprices. We have sten the relative decline in the dollar
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as o warld currency. Those are a faw examples, and there
nre many sthers in the o Brand! reports, of the way in
which the world sitoathen has clanged aml s chunying

Therefore, on belance 1 should suppemt  Rober
Muldoon's proposals for some Eind of intemotonal
commission representing the Govermments and procecd-
ing, mot in any preat resh, bo mkine whatever time oaas
needed, 1o look ot the peoblems and o decide whetber the
framework of the IMF, the World Bank and so on i
afcquuic for the problems that we shall Tace in the yeurs
mhead. This may have been dismssed o Hiche (oo esily by
Ministers In our own snd many other Govemments,

Whether or not the machinery {8 changed, the centrul
issne that we ane dicussing Is thist of palitcal will. The rask
of thme of us o the Chamber now —we end o be
rether the samme cast that mests from tome to dme b discoss
these affairs—is oty 1o bring home to our collcagues
i Parlioment and o & wider public that we are pot
discussing o marginul issue or helping the peor in o fag-
day fushlon, but are considering o motter of deep and
lundameninl mpaitance 1o our survival, 'We need the
perliticnl will v help solve that.

.54 pm

Mr. Fronk Hoaley (Sheffield, Heeleyi: 1 sm
beginning to see slgHs in ferimin quarters of an wnii-Brind:
lobby daveloping, not from peopde whe are hostile w0 the
Third wordd or to hdd, but among peaple who are very
much gommitted to helping the poorest people in the
world, This i8 en interesting development of which we
iy have io ke secoun as debaves gooon, | am nol suee
of the exiol motive for it 18 may be cynicism aboul whai
hins happaned over the pas three years. weariness of the
argament. the hideous prospect of @ Reagan-Thatcher
combination ower the rext four yeass, which s almast oo
phastly m comemplase, or the insability, cormuptien and
undoohied tyrmny in some Third world couniries—E|
Salvador, Guatémala, Chile and Argentie spring to mind.
1t may be the priblen of population increases, which pide
sach a tremendous stmin-on the planet’s resourees and v
economic policies, Howewver, there §s a growing feeling
among #ome peopic—| repent that B s among people
who pre passonately devoted w Thind wardd interests and
bty the poorér peaple — that Brondi does nod have ihe
ongwer. It s moee impostant 10 sody carelully whar Bramd
B smving. Ido por follow the pew school 6l thogght, bot
I um concerned that it seema o be developing,

The record since the first Brande mport is grim. We all
know how i owes peceived by the Government —
vimually dismissed in favour of 'open markeis for trade,
financial fows and demands thal aid should be a mater
not of helping the poorest bt of politic], commercial and
industrial considerntions, 35 the tight bon. Member for
Banbury (Sir N. Marten) told us on 20 February 1980, The
Government wanled o ruthless pemsuic of monetarist
policies In this coapery and abocad, bot that hod the
consequences of mass unemployment, industrial siagni-
tiom, Talling living stapdards, the collnpse of commodity
prices, high interest maies and. economic ruwin for the
poonest countries whose expons can no Jonger buy them
the things that they weed 1o sarvive,

Althouph the Cancun Summil resubied from the firs
Brandy report, u8 the right bon. Member for Sideup (Mr.
Heath} rightly poloed oul, i wis o disssimoosly los
oppornity. Hewever, the one thing that has undoubiedly
changed the climate in the open murket has been the deb
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crisis and the threat to the world banking system. [ am ns
surpnised that the fght em. Member for Sidéup, in his
fascinating speech, spent much time on the problems of
Mexico, Palund, Brazil and Yogoslevia, end poinged oui
the dangers (o the imtermatiosal banking mechunism. [ do
ot tuke (he spocalyptic view Lhat the svetem = likely o
collapss. I the face of sach danger, the self inerest—
ot the very mimmum—aof the Westem world will - see
that 1t does not

Howeewer, It I8 grimly ironic that the weny coumiries,
such e the Upited States and the United Kingdom, whose
Covernments for the past four years have been talking
ghouwt maorket forces, the free fow of capital and all thar
claptrap, are now running desperately 1o the IMF and the
World Bank — the intcenstional eguivalemt of public
corporations—and saying “For goodnesd” sake, get us
out of this mess."™ It is o mess that they hove got thenselves
ineo by their own pollcles.

I'his may explam the sigmficont chinge of Govenmeni
ione. | am md saying Ut there has been & change m
Oovernment policy becmse even if we see a Government
change in policy after the election, it will be o clange fog
the worse. Howeves, there has been & substantial change
in the fone of the pronsuncements of the Forelon Secretary
g3 compared with the fone and substance of Governmeni
pronouncements when the first Brande repomn appeared.
The hon. Member for Combridge (Mr. Rhodes Jamesh
sugpested that Lord Camiogroen had made o seibods
miscalzulntion in the original response © the first Brandt
rEpont,

Mr, Deakins: Docs my hon, Fricnd agree that, while
we hove hnd & change of Poreign Secretary—which in
this mespect has been o change for the bemes—ihere has
been no change of the Treasury?

Mr. Hooley: Toa way it makes the change of tone mose
sriking. for wher we talk of the IMF and the World Bank,
it |5 probubly the Tressury mcher thon the Foreign Office
that is pulling the strings—or it may be thot the Forsign
CHfice i beginning to educate the Treasury. It is rether
uniikely, buf the possibility gxists. Certninly thers  has
been a chonge of wne from the Government, bat i remaing
i be ieen whether that will be reflected in chanpe of
policy snd change of actions. 1 must join the school of
cynicism on that subsject, panly for the reasom that oy hod,
Friend the Member for Walktham Forest (Mr, Deakins)
mientionsd—that we have had no change & the Treasury
—and panly—and worse still—becouse there has beep
fic thnngt at the Iy, l:l'rd.-::-uL'-l&d]}'. hawrever, thefe has
been & change of tene,

Ot of the important messapes of Brunde is that we have
a greal mechanism of imematiopal co-operation — (he
IMF, the World Bank, UUNCTAL, the DA, ansl the mnge
of technical agepcies of the United Mations, such as ihe
FACK and the UNDP, Brundt wants ws tor use them mers
vigonously, with determination, more political will, smnd
with inofe vision and imaguantien.

I had the impression, from the speech of the right hon,
Member for Sidedp. that bé B becoming  somewhai
afisenchinied with surmmits, ‘5o nom 1. 1 think it woold be
2 bad thing if the focus of negotintions, discussion and
decisions-—the first Brandt report pinned its hope on a
sammil and was gnevouely  disappoinied —cams  back
into the [MF, the World Bank, the UNDP and the other
intériiationitl Agencies which have worked exiremely well
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in certain respects over the past 30 years or 0. 1 have no
greal hope about Willinmsburg but 1 beliewe that
samething could be achizved within the bodies that 1 have
mentioned, Mevertheless, they nesd some refomm

| have a divided mind aboar whether we need a new
Brenon Woods agreement. | think that the siuation is oo
wrgent to walt for that, If we wait for ancther Brettop
Wokls and then reshutfle all the ansorobons and 2o
nohiig else, thal will be 3 waste of fioe. Bt thers b
undoubledly o need Tor somee e Forrm ol wodi 12 riglals within
the IMEP and the World Bank., ancd [or wome relomm m 1he
staffing of those bodies in osder o briog in more of the
Third world pesple who have a better and more direct
[-,:1|1w|§-r.r,|3r ol e |'|rr|h|=r|:|h. of the Third weosld, [here
needs to be in some respects o chunge ol aititode, certnmly
in respect of the [ME aod is condibomality anguments
towards Third world countries.

With regard o ajd. | entirely agree with Brandi abeat
the need w move rapldiy towards the 0-7 per cene. volwms,
There needs w0 be nore bilaterl programeme lendinge. [n
Britain we need o snudy the gquestion of meeting kocal
costs ancl untying our mied. As wes said earhier in the debats,
wie seem e bive almost the highest percentage of ted: axd
ol all the major donoes. 1 will pob dio Tor the Ciovernimeani
to pretend that they hnve o mare redpectable miaude mm this
respiect than (he previous Labour Lovgrnanernd

The Government's own Ggures give the story clearly
On page 17 of the White Faper on Public Expenditare, the
flgures are st out In consamt [9EL-E2X prices, The
Crovemoent inberited a programme o 1978-7%which was
runmng — convarted o PPAI-E prices —at £1,108
million. The fipure slumped disestrously, in the financial
vesr just ended, 10 £892 million. That is in real terms o fall
of £216 million, or 19 per cend. The increass announced
s0 prowdly by the Foredgn Secremry this aftermonn does nod
cif Tz that. 1o the st place, as be said, it 1s a cash increass
of 1 per gént,, and we have o chop that in hoff o allow
for inflation

Az the Government hove acknowledped, st of the
inCrense is going to repair the damage i the Falklands, In
my view—and m the view of many peopls——thal 5 nod
mid in the accepted sense of the word, The: stamdird of
fliving of the Fulklands people ddst not remotely compe
with thai of the people of Bangladesh, for example,
Althouph thene has 1o be reconstrucion o make pood the
damage of the war, It should be carfied oo o (ofally
scparabe and special Yoe, possibly under the Forelgn
Office, and should cerainfy mx be mixed in with the aid
programems. Therefore, the rise in the cumrent financinl
yens i85 o 8 very larpe extenst almost entirely spurious,

Even if we accept the figeres us produced by the
Ciovernment, without meluding the Falklands fuctor, the
E930G  mullson, &t constant Frll:lz:q.- dhovan in the
Covemment’s own White Paper, will arnount o less than
their performance im 1980-81, kess than their own
performiance in 1981-82, just slightly more than the
1982-83 figure, and substantinlly less than any of the three
vears, [977-78, 199379 and [97980, Therefore, it is
spuriioes Tor the Covemment o claim ihud they nre nors! on
it risimg tredd,

The Foreign Secretary was almost compleiely silent
about arms spending, That is & martter o0 which Brandy
devores & good déal of comment, and rightly s0. It 18 not
merely ersordinery ot plarming thet expenditure on
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armaments m 1982, at %650 billion world-wide, is $300
billben greater than even twie years before, n 1980, As
Brandi rightly says,

"I'I'!:Il..'l'lﬂr:r' -r.xpend'in..'rl e very mmich imeng & guat ull fhe workd
ecumomdd problem thot it soloton®

Here again, the Government's reconl i stantling

The Government inherived from & previows Labour
Giovernment 4 defence programme worth £11-5 billion

hardly to be regarded as peanuts, even in those days
—and at copstant prices the figure has gone up to £14-2
brllson—a X3 per cent, increase on arms In real terms
A iy (rection of that iscrease, had it been diveriad o ithe
ol budget, woull have enabled the Covenmient at lease
b maintain the bevel of the abd budeed. [ncdeed, hed then
Been a alight shift between Uwme twio heads of Governmer
expenditare, the Government could have increased their
mid, I e nod think anyone would eemoushy argue that a
diversion of E3H) million oar of £15 billion would have
disastronsly affected our defences. [1 conld certainly have
given us & much befler record on aid over Lhe past three
ar four yeasns

It is plorming and startliig that we are siill of this
moment supplying arms o Argenting indirectly through
the weapons and weapons svstems that nre poing from
Europe e that country

Brand: devotes much time o the efforts of the World
Bank and the [DA. | agree entirely with those ban,
Members who bave siressed the importanee of the [DA,
the imporance of the sizth replenishment, and (he
EMEITC0L uhporinee of pressing onowith the seventh
replenishment, not withstmding the objections of the
Unired States Congress. [ agree that there are considerabie
difficulties because the United States is an important donos
within ihe IDA, bt if 15 of the uimost imporiance that on
tiis fssue we shoald maintain the good record of the United
Kingdom and press on with the seventh replenishment, We
should go ahead with i even if we cannot convinge the
memibers of the Linited States Congress of the enormous
value of that frm of aid.

The Brandr repor suggests that the bommowing: and
lending power of the Wirld Bank should be increased, It
also  gives a shightly cautionnry word aboul  the
camditionality that is creeping into World Bank lendimg,
The World Bank 15 now b some extent moving towards
whit i called structural lending, That s 12 say, it is ot
lending for specific projects bat for the general economy
of sone of the countrics that it i helping. One of the
consequences of that which Broodt picks up is the
tendency o lny down the conditions for which the [MF has
becorme so notorious. [ hope that the Brandt warmng on
thit poand will be noted and acted wpon.

A mijor ecommendation of Brande 2 s the
elargement of IMF  resources. Clearly, the key
recommenstnticn here is for o major pew allosation of
SDRs. [k is worth quoting directly from page 57 of Brand:
2 on this padnt. 1t =ays:

“We nme convinced char present clrouns iances demand ihe oie
of SDRs. The level mas be very larpe and relates 1o the extent
OF the declioes m imermational Bgoeliey mnd tha level of deficies

which mosi be finenced If contractionssy farces are o be
reversed.™

The repon goes on o spedl out the teasons wiy thit is sech
an advantageous wiy of dealing with the problem; Tr says:

“Housdes cthe quick provision of relief, an SDE allocation has
ciher sdvaninges ot this tene, 5D¥s have declined cansidershly
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E8 a8 propartion of e godd roscrves, An allecabion of about SDHE
12 hilblon per yedr bor the texi theee vears is required menely
o restore st Gr sboa (b level it ekl after che fimst period
at adlncstmon which ewled in 1972°A further odvontage b tho
Sl ablecations  do oot ceate. repaymem  obligarions, &
poricsilasly amapeman - featume. "

[ hope thus e Government will be prepaned 10 pursue
thai recommendation within the IMF, although 1 sccept
thiat it 15 oot o morer on whozh we can act alone a5 we have
2 carry the opinion of e Western world with s

Brimdi i= scathing sbout the conditionality reguine-
maznts thot the [MF has Iaid dewn for poorer couniries in
the past and polnts out that objectives of help must not just
be counter-inflation but should be genbvine growth, higher
employment and the equitable disizibution of incomes, and
should take accound of the pace and the raré of economic
chonge —and, indeed, political change — which some
Third world courtries can tolerate under the help that they
o

| purt company with Brande 2 on {be assumption that
the trend in the world ot large—not ooly the Unibed
Kingdom — towards  prolectioniim s likely o be
resisted. 1 do aot think thai thwt will happen. The evidence
in the United States, which is sopposed to be the high
prigst of free trade sithough it does not often practise those
principles in is nesrictions on Japanese goods, s amiude
towards Bratish Seel and in its current warfare with the EC
aver agreiculiure surpluses, the atrinede of Japan, and the
growing attitnde of the BC on agriculiure products, make
it hughly anlikely thar we shall returs e the pure milk of
GATT fee wade as conceived aboul 3 Years  jpo.
Politicully, that will not happen, Howewer, | can see some
possibility, i we can owove buck wwands longer-term
contracts for ¢ommodities — for exnmple the Fimous
Commonwealth sugor agreement which we bad o abandon
when we joined the EC—and towisrds soene concept of
irade planming under which (he ohjective will be not m
reduce imports bur o obtain agreement on the level of
impors as between Third world and developed countries
— Incidemally, giving preference to Third world
conniries —we may overcome the: present begpar-my-
neighbour feslings and ottituded chat are ndoubedly
growing stenger an the (e of the prsent wiorld
pecesakon.

I win oot convinced that even if we gel out of the
recedsbon—I am oot optimistic about that—in the next
12 wr LB months the demand for protectionism will fade
away, The structural problems, which to be fair 1o Heandt
he refers i, will be 5o formidnble owar the next few vears
that the concept of free rade witheus any form of
protectionism 18 politcally pot on. Unless we peplace it
with some aliernative positive concept, which I call trade
pinming. the growih of protectionism will ba fresistible,
Brundi might be econsmicnlly right shout that, bist be i
palibeally wrong and it peeds to be examined misch mone
carefully.

The United Kmpdom can omeke an  Bnmense
eontribution jo the techaological sense to the energy
problems of Thisd woild counties. 'We have enormoos
experience ond preat public corparations with immense
technological ond scienific experience in winning caal,
gas, cand ihe gepcration of - electricity. Until ithe
Uovemnment interfered, we were becoming growing
experts i oil explortion and the development of offshore
oil fields. I am sure thai tha position will retum. Soch
echnalogical skills could be shared effectively with the
Thmd woeld, which might be muoch mors will ing to receive
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help from Brtish public corporations than from the
multinational bodics which o the moment are probably
their main alematives.

Anyone who i3 lnvalved wlih the hideous sthistion in
Ethiopia will recognise the gigantic need for an effective
international emergency food reserve, Bt makess two
inferesting poinis. He says thal we misl do something (o
stop what is called coological deteriomtion. | supposs tht
he i8 thinking of the spread of the deserns and the
desneetion of the forests, Those are fundamental problems
which we canmdd discuss in detndl in this wider subject, bat
they are impoctint. Brand! alio suggests that it is important
i create within Thind world courtries what 5 called an
indigenous research capacity, In other wonds, important
though our Tropieal Produces Instinate ond the Cenine for
Owerssas Pest Research are, Third world countries want
the capacity 1o do such fundomemnnl research themselves
o be able i tackie their problems on the spot

Thers e cleardy some recommendations in Brandt 2
which o United Kingdom Govemment can follow up by
themselves withoot uny extemnl prodding or difficulty
We ean give more and befter quality aid. That ks o say,
it ol be untied onowe could meet moee local costs. We
c8n cut our mrns spending and relesse resourees for meane
afd, 'We can slgm the United Nathons corvention o the Law
of the sen. 17 we were to do thot it woald be o teken af oor
willingness o meet the feclings and napkmtions of Thind
world countriss. We could redece the miserable business
of high fees for oversens students without putiing up the
fees oo the one hand and then ittraducing exirs subsidies,
nnd %0 forth, o redoce them on the other, We could stop
the ‘sort of petly mundzdness af NHS charges on people
who -happen (0 be spending & vear or tws studying in
Britain. We could, as | have said, moke (he enomous
expertise of our pablic eirgy corporations mors freely
nvnilable,

Thoss are all things that we can do wailicecally, Mone
i thom is enormoas. Mone will change the world siation
but they would be moves in the cighe direction and they an
all things that we ¢an do. In other matiers such g the
enpansion of the resources of the World Bank. the DA
and the IMF, clearly we must work with like-minded
counries. [ agree with the right hon, Member for Sideup
that it & important @0 build o conlition of like-minded
Connmres on ese igRues, which cun work topether within
the imernational insttutions © bricg abour serious and
mnpotanl  chunges: even though cenain  inflientisl
countries muy log behind and refuse 10 go along with us,
That is a key rele for the United Kingdom, with its links
with the Commonwendth, Edrope and North America, 1
15 well placed o take such indeiarives. | suspect thar we
shall' peed & new Covernment Before thar i likely o

happen.
T.19 pm

Mr. Bowen Wells (Henford and Stevenage): It is a
great pleasuns (o speak immedintely after the bon. Member
for Sheffield, Heeley (Mr, Hoaley, especinlly when I find
mysell in agreement with his concluding sentence, tha
Britain 5 in & good posstion te give a lead in thess matters
and must for its own benefit give that lead. That is o central
issue nol just for Britain, but {or all rading nations , among
which are some of the poorest in the workd, Thisis g matier
of major importance w the emire developing world.

I hove greal pleaswre i snying how mach [ enjoved the
positive tane in which my right hon. Friend the Foreign

o
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Secrelary opened the debate. | 2m anable o say the same
far the right hon. Member for Leads. East (Mr. Heeley),
who did o grear dissesvice wr the cause of the debate, 01 is
cssential, o8 the how, Moember (or Invemess [Mr
Johnston) said, o make the Esoe B Sross-party sifair which
| believe the hon. Membar for Heéeley ired o dn, The
isswe & one to which this Hoose should show the political
will of all hon. ANembers <o that @ plitical climipbe ol
nptl:i-.:-ll chn be established thag will back wp our leaders o
il tortheoming conlerences,

[ e greatly efcoursged by the way o owlich this e
i3 maving to the comee of the sage. It resulls from the
effect that private bank indebtedrzss is beginming (o hive
on the domestic econoeaiy of Britain, the Uniled Stagas,
Japan, Cermany, France snd the rest of the Eoropean
Community, Significamly, “Commem Crisis” mekes 35
recommendations . uader the eading “Pinance™. With
those  meommsslationg s comciderce of view on the
report of the Treasury and Civil Service Select Committes
in s recent repont, doted |5 March, on imemotional
MOBEATY  Errangements and inlernstionad erhng h:.'
banks, The Seiect Commbitee states that the way cut of the
crisls iaoas Toloss:

“ihe commercial benks will bave (o lend enougl pew ey o
el coderly adjusiment'—

they will heve 10go on lending 1o poonsr countries—
“ibe grvernmes of tho debenr coursries will eve o Tmiplemen
it conminitrents i follow sosters policies”.

Theme s no difference barween thad wosding and the
president of the World Bank, Mr, Tom Clausen, who said
:quI_'.' lnsa wesk thai e debior countbes would peed
appropriste ceonomic policies 1o assha the world out of
this problem,

The third redommendation by the Teeasury and Civil
Service Selec Commitses is that
“the world economyy will have o prow eoough Ue snsare thil il
E.:._PE..'ldﬂ ey mEnts [IMpmyesies] materinlies A0 deblor cosibines
implememt their comminmesis,”

The repor continoes

“In our judgment the major threst 1o socoessil pesslotion of
the debt crisis therefore lies in the possibility the om adeguoe
iphabal mecovary well il o materialise ™

It is dlear that bath the Teeasury and Clvil Service
Select Commites and the Brand! repod are in agreement
as s moch of the dehate, A way ok be found to stirmidlate
non-infiationery grewth inthe wogld coommy and immide
o gel oS ol of our domesiic urj.:l:npl-,lg.':n:nl: dilbculises
amd the debi erlais facing the privale banks.

[ wash o neen g i i Sl v and o bil aitcle E-:.- the
noble Professor Peter Bawer, o wiich my rght hon,
Friznd the Member for Davenotry (Mr. Prestice) refermed,
in which he suys

“Add cannaot significamiy promote Third workd develepnaent;
iid dosy oot relieve poverty in the Third weeld; sid does pol
promeie warld pesce or muke Triends for the West; xid s neitber
|1|||.'ﬂ"|||_'ﬂ'iu|E nor mecesiry tor releving uremplovibenl s the
West; aid I neither approprine: nie nossisary o solvieg the so-
celied {merrarionl Anencial i

| have already sand sufficient to pefote moch of
amlement. The [nernatichal Development. Apency, o Hy
rebrospective mnepoct on ity activities for the past 20 years,
seated that j€ ds nog drue o soy that sid bas pot belped
countries, nor the it has mt aidesd poor coumtries, The DA
point aut i fable 2.3 thof some countries hove prodosned
from DA nssistance, hoving: increased their GNP per
capitis income S0 thas they are now noclonger sligihle for
(DA credins, Those countries are Chile, Colombia, Costa
Rica, Migerin, the Domninicen Repabiic, Tvory Coasy, the
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Bepublic of Koten, Turkey, Botswana, Bouador, ihe
Syrian Arab Republic, Mauritios, Morocco, Swaziland, EIL
Solvdor, Poraguany, Tonisia, Jordan, the Philippines,
Thailand, Bolivia, Honduras, Indenesis, Epgypt,
Micaragun, mnd the Penple's Republic of the Congo, Thm
iz a Lis ihowing the counines that have been h:l.p-:lj e
al  abjeet poverty nto that - approsching - a minimal
recovery, Which is defined in the report a5 3800 per capitn
per annum GNP, which {5 very low indeed. Kone the less,
those couniries have mede that progress in pan s a resali
of the investment put imo the TDA by countries such as
Bretain

Cotomiia and Somh Kosen hove become donors to the
L34, Thal gives the Lie o the noble professor’s argument
winl sels the Immework in which the Howse should be
consudering whot must b done pow.

Ihe prepsguisites for an expansion of world rede and
finding our way ocul of oor demestie difficolies are the
reform of the internatonal monetary syseem, fsding an
orderly way out of privete bank indebtedpess, support the
[mtermatonal Monstey Pund, the DA, the Intemmtiongl
Bank for Reconstruction and Development, on increase in
Britain's bilateral programme, especilly simce Britin i
rm:ing an UNCTAD conferance, to which [ wis T:-Ii,-Ht;zlJ
w hear the hon, Member for Hl:ul‘-e.:;-' uililress hemself on
behalf of the Labour paity, which, like all of vs his grent
differences aboul the argument in favour of protectiondam.
A way must be found of maiotaiding an open tding
EVHLOITL.

[ wish o examing the muiters thal [ have listed in more
denadl and bo say where the major problems and argurments
arize. In the reform of the imermational monetary system,
I refterate that neither private nor public investmeant will
pecur eithar in our domssstic economy or in the waorld
unless there s sound money. A wiy must be foand cut of
the yo-youg ol eaclange amd inferest mmles which has
socurred especially during the past three vears. If investors
canm reRonably predict their fefums on investmends,
they are lews lkely to take rsks, 1 1 am doubted, perhaps
. Members will el o the major muoltinstions!
conmpanies based in Britain about their intemational
nvesiment programmes. [ wos told by ICT recently that i
comld o fonger mke risks. Unless refosm takes place. the
mvestment necessary o generate wealth in poot couniries,
thereby  permitting them o purchase roods from this
conntry, o employ more of thelr peopde amd o begin the
tmding cvele will not inke place

The amswer o the problem of obtalning a more
equitable exchange mte sysem and irying 1o prevent yo-
yoing imterest rates does oot lie §n the cament special
drawing rights programene. The SDHES have maor defecis
I omi nov sefficiently  profickent i know whal §5 2
substitute. International curmencies susl be reliied (o sorme
ideniifiable product that will mainiain some equilibrium.

The majer defectof SDHS is that they are only s strong
a5 e o CUMmEnY in the baskel o which ﬂlﬂ:n' e
villued,  For il resson, 1 am o doobeful about  the
iecormmendation in " Common Crisis™ that we should issue
SDRs o poor countriss. [ bave grove misgivings about
tiat, not heciuse it may be inflationary, but because | am
mit cartain Whether this i the nght mediom po incredse the
credii-worthingss of fhe developing world, Some other
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method must be found. That leads me to conciude that we
mast huot hard 1o find the solution o these diffiech
priblems,

As 1o bank indebiedness, misch progress has been mads
in recent months as a el of IMF inecvention in and
angiatanee o the privaie banks o help them get over the
difficulty of restruchuring their louts. When looking with
pride st our own privale investment, we should remember
thai the privise banks got into this business becuuse they
were recyeling OFEC dollars, The problem was thut they
used trachiticmal methods of lending, but this is soversipn
kending for development, and development tnkes mach
konger thun the three 1o seven vear-perlod for which many
of the loans were mode to the developing waorld.

[MF bendemg was alvn resipdcled] becmuse 1 was (oo
shori-term. Ao resall, the IMF has oow moved ton ';unger
term period, [ believe thot o combinotion of the privoce
banks and EMF assistance will provide the solution 1o the
inclebiedness which, as the hon. Member for Heeley mnid.
is often o liguidity crisis ruther thun o bankruptey in the
s thid the countnes concernéd will never be able to
repay their loans.

I know thd a privale baok  munager would ool
distinguish Belween the two fucets of not being able fo pay
one's Bills, but in mternotonal lending between soversign
coaniries that vitl differsnce must be mken inio oecound,
This means that the loans must be long-term with Jowes
IRIEFeal fites atfnched

We muaat go bevond the sgreement that the Chancellos
managed ©0 pegordsie as chairman of the e
committee—iho of iscreasing he guots e the IMF by
30 per cent. He must now go on with equal detenmination
1o ke cerrsin that the Brandt “Common Crisig” eriterion
af 100 per cent. is achdeved. That will assist Both prvaie
bank indebtedness and sructural balance of payments
Ioans which the IMF has been making to couniries in
difficultics. We should solten ;|"||.' It 1.1|.' :llu:p: launs io
allow a lenger period for recovery for the most severely
indebted countries, such s Tanzania which so far bas been
unable to spiec with the [MF beeaoge of the difficuliies of
conditionaliny.

Chn [EvA 1 add my plea thist we contribute toghe seventh
replenishment without combinnn. We should shame 1he
American Executive and Coneress o following sado. [
sny thot because this has noo been fully affective ln the
United  Stntes, When the Brush Governpment pgreed 1o
contribute o the IDA shesd of all other countries, they
relexsed e rest of Internationnl contribution (o the [DA
under the sixth replgmxhrm!nl, with the ev;f.]:qinn af the
Ugired States which coniributed in part. I sgree thot we
musl iy o ue Congress o understand that agreement fo
the completion of the sixth replenishment is vital i we bre
to see domestic recovery i the United Smtes and
elsewiere

Few people realise that two fifths of American exports
go fo Thisd-world developing countries, 11 is caléulated
that that neenns thowsands of jobs within the Unlied Stdes
ecenomy. I um sure thai that will be emphasized 1o the
United States Choovernnsent el Lomngress by our
representativeas ot all levels.

With vegard 1o THED, the 1:1 nuio between bormowing
and lending shoold Ye 3 ratio of o1 least 2;1. [o banking
e, all commemsrons sy thet thot will be extremely
copservarive. Thar woald relesss the sdditionnl fonds thot
the IBRD needs for lerther investment in poorer couriries,
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We must iocremie our Bilmlemn] aid even furcher 1o
svpomnnEsinte ot only investment in the Falklind 1slands
Bl additiomu]  fees for oversens students. [ hope thoi a
greater contrbution will be mode to that end. We nesd fur
more than the £42 million that bas now been iflocated, Tt
ahould be uf least double in o vary short fime,

I am not concerned with targets of -7 per cemt. GNP,
beonuse development i3 6 more difficult guestion than
meeting Uniied MNations targets. Wie must increase the sum
5o that it is effective sid thir provides developmens. 1 the
figure happeis w be 47 per'cend., s0 be i, bui I do ned
go aleng with the Pearson report view that it should be 0:7
per cent.; (8 per cent., 1 percent or whotever. It muwst
be effective  development  nid  that will  gencoe
smiployment in the bost conntry and our own domestic
eoonoany . That s the ofjective thot we should sdopi.

, There are two aspects of bilasteml xid on which we must
coneemirale. First, we must oy to cease expor subsidies
iner the trade-aid amangements. Thot mkes an estimaed
£54 million out of our present armangements, and the flgum
i Lkely 1o incrrase.

Britain = not the  only country that fs sohabdising
exports, Iiis happening in the whole of westemn Burops a3
well us-in Jupan and the Daited Stares: Al are mdidging
incompetitive export subsidies 1 Thivd-world counities,
many of which are mo the poorest. They are the newly
emergent counmries, Tha s a distertion [ woeld trade
eermms et will pot benelil he domestic economies of
cither thee bost or the donor, We must work with greater
determination Wwards elimmning them,

Secondly, we most work w0 o eliminsbe ugr.ii.'u]rurp.l
girbsidies. Commadity prices, which are sl o Third
sworld development, ure importunt when one considers u
procuct such s sefpar, Moch of the Thind waorld prodoces
sugar for export—the Wedt Indies in particular—and hos
done for many yenrs, [ncluded among those ane
Swaziland, the Sudan and even Migeria. Those vountrizs
meil mapoat o the world market bécwise they connot geét
all thoir produce taken ab o special mie into the United
states o the Evropean Commuanity. As a resull, they feie
prices on the world market that are fncredibly low—E90
& tonnem e last time [ looked from o 1975 high of £600
& tonne. Todoy's price [s afsoot £25) & tonpe bzas thae the
cout of prodhction in the most scenemic sugar fields in the
West Indics. That arises becanse the Buropean Comminity
puts sugar on o the world marker st prices that are
ubsidised through the CAP,. That must céase, and we
sl b defermined o ensure that o does. Sach & move
will provide sdditionul income w Thind-world coundiries
which will have warked for i, They will be in contreol of
their receipes and will benefit in o way that their
Governmends and peoples g0 choose,

We abould resticiure our budgel 1o ensure that our
projgect md throagh the Commonweslhth Developmiem
Assogiition is increased s a percentage of our bilneral
aid. We do not wani o prepudice our very good overseas
abd progriunnime for the aress that nsed social, educatbon,
Bezalih ond mirostruciore developoents. We must increase
anr hiluteral wld progronme

We must control more closely the BC's use of our
increased  contrbutions to the Buropeun development
fursd. | hope that the Select Commibies on Owerseas
Pevelopment will take op the issue and provide a detailed
report on wiich we can base our arguments o aseist the
Minisier [or Oversens Developmeni in his arguments-for
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i realignment of the programme so that it nssists the least
daveloped couniries and does not become an agent of the
CAP programime.

Wi mast create the politkeal will, W migst ot for co-
ordination 0 all these matsers, Mo single solution will
provide what we need, It is not josta goestion of inoréasing
aid by slinging money. We muost have the political will to
refiorm the monetary system and 1o incresse nid effons and
their co-prdination. In countries such as Tanzania differen
aid agenciss underming esch other which 15 wseless. It is
imaportant that the IBRD structural adjustment loars are
congrucied with hilateral prograinmes in mind sothat they
all sbiot tnte & co-ordinated peogramme of assisance tooany
ome eounery, Cleardy thal dped not happen in Tanzania.
Tanzanda 18 shorr of feed, It has nist impored o large
gimciinl of Tood o Dir-es-Salasn, bt it is g_-:uil:ng; H{u}
wasfe, Members of the Select Comraittee visited somthern
Tanzamin and saw that food could not be fransported
becanse of n lack of spure parts for lomies o84 result of
hoving o foreipn exchange. The French are builiding 2
spanking new nirpont in Dar-es-Salaam. What o foclish
wasie of scarce resources than is.

Wie weed additional determbintbon o co-opdinpe aiforts
b ensure tat money 15 wsed properly. We must mointoin
ithe opet rading systém w0 that countries can toade s
bhprove wid iacrease theiwr own wealth, [ beg the
Uiowerttment 1 inerzase S Derther thedr effnns o ensure
that they lead with Chefr arguments o the conlefances.

I 1he dilference baiwesn this Coviemment s aniteds in
1979 to the question of ald has improved by o tarm-pound
of, say, 500 per cenl,, it mast be improved and built on
agnin undil thers s an nereass this year of 1,000 per centl.
suppoarted by the Treasuny i L9l Semvice Commitiee a3
will ms by the Poreign Office, the Depariment of Trade,
the Depariment of Employment and the Depariment of
Education and Science. They nmst all make the
propramme the central issoe o that we con cure (uir
domestic unemployment and imprine the prospernty of the
poorest peopls: in the world,

T4 pm

Mr. Christopher Brocklebank-Fowler (Morfolk,
Miarih-West): It i5 a pleasure o follisr the bun. Member
for Hertford and Stevenage (hr, 'Wells) and to be abls to
agree with his call for politieal Ezadership. Al parties in
e House agree that the world [ suffering the worst slamp
for S0 veaes. The Government hot only recognise thad but
Fq‘vm:lp.m:l 18 'I'Ipq":,.' allen In.I:LH:L'li tant the world RILEp
alane 1= responaible for the high and unaccepmable lovels
of unemplovment in Brilein. [accept that the internaticnal
economy plivs n major part in Seciding the climate of our
domestic economy. bt [ find ¥ ostopishing that the
Covernment o oo Turther and do'pof recognise that ©
overcame the problem it 15 pecessiry mot only o hive
domeslie economuc policies bul 10 have internaticonal
econnmie palicies,

Brandt recognises the problems, He snokyses them and
minkes proposuls. There wos nothing o the speech by the
Secretnny of State Tor Forign and Commonwenlth Allirs
toidny o pive me confidence thet the Govermment wre
prepared o Eive the political keadership in international
forums: that is meces=ary if the problem is to be resolved.

1 hove sympothy with the Government's lowal
supporters. | bave particular sympathy with those who
wish thot the Government would fike potion te deal with
the problem. bui they know, as T know. thot however
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elegnnt the circumbocution of the FPorgigh Secretary, and
while the Poreign Office may take o kindly view, the
Treasury fakes & Jess kindly wiew., Most of all,
Crovernment supportess koow that "Mothes™ will have
none of i,

It is an appalling wiste of our status m the world thet
we  |look forward o an  islemanonesl conference  al
Willismshurg where the Beitish Prime Minkaer will, for
the frst time in ber carser, Be the doven of the assembked
Heads of State, but that there i mo sign that she will use
her seninrity tomove the wiorld forveard io the way that the
fight hon. Member for Sideup (Mr, Hemh) so wisely
suggested we  should in his o Bopressive speech  this
afiernoon

I welcome the opponiunity 1o pay a tribute to the right
pon. Member for Sidcup, In 1964 he led the British
idebegation o LUNCTAD, which probably made the moss
slgnificant contribution to the expansion of world trade. 1
pay tobule (o the right bon. Gentleman also for the
tremenidous effort that he put iofo his service on the Brandt
commission, not only in discussing ond helping o
lormulate the policy in the two reports, but in playing such
A major part in encouraging people in Briin and
throughout the world o recognise that the world sconomy
i8 the central isspe. Untll statesmen {rom all the couniries
i the West and the leadess o the South get logether to
discuss in detall sengible ways forward, there 18 Hile hope
for the world's economiz recovery in the foresseable
future.

The essentizl message of Brandt 2 i8 not only thar the
problems ame seripus and reguing 1o be addressed by the
world community, bat, more imporenily, that we e
ranning out of tme. I was saddened by the Foreign
Secretary s speech today, becawse his tone suggested that
we have all the tioe [ the world, We do not Many
countries face disaster. The right hon. Gentlerman sadd tha
he hoped thut some of the poorest countries would get
through the eecession without oo much pain, bui of every
1000 ehildren born in Bangladesh, 294 will be dead
within five years, That is nearly one third of the children
bovn b one of the poorest countries. 1 do o think that i
is elegant if one is Forsign Secretary of o grenl Western
COUEY 19 say “Of course we know aboat the difficulties,
but we hope that they will nod upset the world community
too much.” They are thoroughly ursccepiable and we in
the Western world have to play o much more positive role
in leading the search for solutions o the sconomic
probfems that will eovelop us all,

First and foremost, we i othe S0F say thal Britin
should ke a lead in calling for and working for & refection
of the restrictive sconomie policies which, iogether with
the bl ersis, have driven the warld into slump, They
should be replaced by s co-opersiive and co-ordinated
palicy of jomt expansion o chort o course oul of world
receagion,

Co-ordinated action is required on three grounds, First,
relagively small adjustenents io the flscal stapce of the
major  countries  nvolved could produce  significant
mcroases in gross mational prodect and reductions in
unemployment. [n that way the world could grudually be
bed ot nf recessmn,

secandly, substantial progress could be made towands
gehleving monetary stability wiluserally between the
United States, the members of the Eurcpenn mopstury
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gystarm, of which [ believe Britain should be o member,
and Japan. Each Bloc shoukl define & mrgel wone for s
currency within which the valus would be fres 10 vary,
Thit would mean teat we wouls) nod be retarning to the old
ngid sestem of Bredton Woods, We would not have
completely fnse fouting exchange rates, bui exchange
mades would be Boating withing bunds that would be ngreed
by the major trading hlacs throughout the workd

The thisd aren of policy for immediate pitantwon s that

of finwnce o the developing workd. T de wot confine mmoysell

i SDHs, World Bank lending, the IDA oc triple aid
programimes. [ inchude access for the Third world o eur
markets wnd encouragement 1o develop iheir lechnologies
and capocity to be full tmuding partnérs - in the warkd.
The flrut fwd BARECER ol iy strmlegy el |'-'l'“'-"il-1E i
comext within which expanaton eould restart, That vwould
be mensured, balapced and sustainable expomsion, The
third measure — fimance for the developing world —
Wodkd ensung thar the expansion woold mof run indc g
barrier of markes blocked by penury, We believe that the
construction of o pew inemationnl strategy on these lipes
should be the main business of the économic summit in
Moy, | join the right hon, Member for Sideup is
expressing disuppointment that, in his words, it iz 0 be
Jus nnother tes papty. [ i85 far o0 imporent 8n occasion
for thied nnid i should be an occesion when sobsantial
progress is made o the subjects that T hove mentioned.

In addition o playing our full pari in the construction
of policied to overcome the world slump, we must consider
alse gn individedl countries the tvpes of tude and aid
palicies thai we showuld pursoe thai will maximise the
sigistince thot we give to less developed countriss o
achieve increases in their standand of Hving, gpiven the
limited resources &t pur disposal,

In these respects the main lines of my party's policy are
w inerease smbilicy and confidence in commpdity rads
and in {oreign exchange dealings, o incrense the real level
of ned o the Third woeld and to improve s qualing. T agree
with the bon. Member for Hermford and Stevenage that it
% necessary i develop mentally ' desirnble investment in
the Third workd and to fzke the lead in enabling the
mtcrnational instimkons o become nyone responsive 1o the
meeds of the Third world,

There gre meny who fear the dissdvaniages that might
fow from trede |iberalisation, and | shall dispel somme of
thisse fears. As developing countries spend their foseign
exchange earnings, they would provide greler expori
opporiunilies for competitive British industries. Secondly,
when less expensive  impods  displee  more costly
domestic or other foreign goods, that belps o - reduce
infation. Thirdly, it provides s wider consumer clwice,
from which consumers benefit. Fourthly, industry will be
encowrnged (o specinlise in prodoing goods with o higher
ndded value when we can secure a comparative advamags.
This will imorense onr nbility to maich competition af bame
nnel abrind

1t is recognised that increased imports from develogang
countries imitally concentrated on a fairdy nomow mnge of
products and might requite a muther fader process of
adjustment within our economy. Thersfore, there are
bensfits tov be gained in the domestic economy from freer
irade and we in the SDP are deterinined that Britain shoakd
resiel the forces of prolectioniim, which can be 4o
demaging o developing couniries &nd io the prospects of
emplovment &l home,
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We believe that, given the right domessie policies, there
can be a clear net balance of advantoge in sdopting o poficy
af greates trade Hberalisation for the developed world. If
other Incdustrialised countries follow our example, the
fesuliing growteh in the world sconemy will benefit os alll

I reaffiem my pasty’s commitment fo the 47 per cent
arger for aid, 1o be pohleved by annual increases over five
vears of governmont. | do not subscribe to the view of the
Bon. Member for Henford and Sievenape that 7 per cent.
15 merely an jrrelevend farget, It b oo tarpet thar the
fbernationa] community has agreed, and j¢ has been a
targel for many years. [ has been w2 &l & lamenably low
kevel, The SDP believes that Brimin shonld be pushing
furthier abemd ovwards a 1 per cenl. mreel {or official ad.
However, over the fiist fve Vi ol a SDP-Libegal
aliisnce Government we would confent ourselves with
achieving the targer that Briain has already underiakern.

Mr. John Townend | Bradiington} rose-

Mr. Brocklehank-Fowlier: Mo, [ sholl oo give way. |
have roo much o sey Inmy conribution 0 penmil me W o
s0. The hon, Member for Bridlingion (Mr. Townend) has
oot heen in the Chamber for very much of the debae—
[How. MaMpess: “Mo."]—and so [ shall not give way o
him., We plan o achieve the §-T per cent. GNP tarpet by a
substantial annual increase in ceal terms during the first five
vears of govermment.

Mr. Townend: On 8 pob of omder, Mr. Depory
,".'ipl;'nkl.::r. I have been m the Chambier Tor :IILT-I:I.EJ:r’ il af the
debate, [ slipped cut for half an hour for a cup of wa, but
otherwise | kave been hére theoughout,

Mr. Deputy Speaker (Mr. Panl Deanj: The bon.
Member for Bridilngion (Mr, Townend) has his poiat on
ihe reconl.

Mr. Brocklkebank-Fowber: 1 have taken note of i Mr,
Depury Speaker, T missed the hon, Centleman

Mr. Townend: Will the hon. Gemfeman give way

7

Mr. Brocklebank-Fowler: No. Our imention would
be io increase the level of Boish ad gomg direct o
recipients and to multiladeral agencies and t0 mprove the
guality amd cost-¢(fectivensss of British bilstem! sid, We
would wish nkso o take the lead @ pressing for
improvements in the quality and cos-gfTectiveness of aid
going vin certsin multilaternl channels.

The volume of ald (s the mosr easily monitored index
of sid preformance, bot the guality of nid thae s made
availnble i3 also of grest imponarce, However, it s often
harder to monkoe, 1 is the gualiny of ald thar determines
the extent to which it can be used for purposes that directly
raise the living standand of poor peopie. [n some ingpartant
reapects the quality of Britsh akd has Improved in recent
yeurs, More pid ks now given s groots rather thean as boans,
and & riding propodion i being glven in programime aid,
especially in sector programe md, miber than being ted
i ong project. This is a welcome change of emphasis n
the wid progmmme and we would like v see the
improvement in guality continued, éspecially in the four
wirvs that [ shall mentiom,

First, we shotld ke fo see the improvement in guality
continoed by expanding the propomion of the bilateral
progrumme  that i3 made available in the form of
programme nid to specific projects, We believe that this
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form of aid ¢an be more equitable and mope efhcwent than
project aid, especinlly in counicies that have a good
capacity for implementation.

Secondly, the improvement can be comtinued by
working more closely with recipients oo idemtifly projects
which meise the living siandards of poor people amd by
givipg much greater emphadis i the bilatern] programome
£ pid projects that make-a direct contribution 1o achizving
the same obiective. We alsould, thirdly, pay more lzal
coms where there are dilficelies in mobibsing local
resairees, There is much evidence that that is the single
msl comstructive step hat domors cowld mke 1o increase
both the efficiency with which projects are implemeled
and the likelibood of benefits reaching the poor,

Fourthly, we should liks to sce a greater proportion of
wich being made aviilable as cdment cosis 5o thist
operational costs can be posl Tor @ defined period whike a
project becomes well catoblished and the revennes of the
local povernmeént agency expand w accommodae new
schemes, such as vocationsl schools, ruml medical
services amd agriculivral extension programomes. This
wioild '.1¢|? ensime thal i:a1:|'r'il_'ﬂ aid projects function e
efficiently

Botk biluteral grants and foars offer considerabde
opportunides for Britksh memofecturzrs, Trade will in
mmuny cuses follow aid. We do nog believe that it is o proper
function of the aid programme o subgidise uncomperitive
British exports, bot we belizve thot where nid finance ke
nende avallable for goods and services that we produce
reasomnbly compettively in the Unbted Kinpdom, British
expariers should have the opporunity 1o provide them,

To give the maximum assistance, especially fo the
poetedt countrics, will in many cases require untisd gid in
preference o ted wid, and we are therefore, in general, in
fuvewar of moves towards the geperzl untving of aid, But
we wish fo see that take place coutiou Ay nad we wish o
match the speed of moving tovwands the untying of aid w
coingids wilthe rate 81 which other countries are preparsd
i unbe their uid programmes.

Mr. Rhodes Jnmes: The hon, Gentleman s fous-point
programme represenls 4 massive movement sway from the
concept of & propontion of mllsteral sid to tofal bilateral
aid. Surely nll experience leads us 1o the srgument that
bilaeral aid Is nog as efficient as one would wish wwd that
balnnce is important. His foor-pomt programme, bowever,
is directed eactusively wwards bilaeral aid

Alr. Brockichank-Fowler; [ was aboul to corme 1o Ths
guestion of mubilateral aid. T was wlking thea about the
biladernd prograrmme: ant ways i wlhdek thie [T
coakl be impreved

In addition, we woukd substactially incoeaze e
resources  avallable fo the woluniry agencies. In
partcolar, there = conskderable scope bo iocrense the
pididd-for- pound: schieme for cennin charities ond projeces
from a one-for-one hasis 0 a4 fAve-to-one basis, becses
muny charities —1 hove in mind particalarly Chrstion
Add iod Oxlam, which have rremendecas experience on the
groud in dealing with soine of the pooncst peopie In some
of the poerest courivs—could effectively and quickly
d"iarr:ne l.qrsu; A ol mOney tor the elief |'.II:I.'|"!‘J'|.'.IJ'rl‘.'|}' o
mnlnuErition and poverty in the developing countrmes
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Mr. Johm Towpend: Has the hon, Ceentleman’s
progromime been costed? 1T s, how muedh wiould i1 oo
in cash tenms, aml would be mise the money by increasing
mxation, o by redocing other progmmmes’!

Mr. Brocklebamk-Fowler: If one accepty that (07 per
cent, of GDP figure over the peciod of a Parliament, that
will decide the amouns of morey thar goes 1o developing
couniries, Obviously, if the G were static or falling the
el would bee less thon if 1f were FINHYE :rupuﬂ_l.-. We believe
thut over g five-years period we could schieve 00T per canl.
of GDP going o déveloping coumries, and the
comiribaton thut that would make w0 help eapand the warld
eeonomy would belp mitipaie the effect of e expemndinne
irset

In the maultlateml PIOCTRIMITG W weanld use our
influence o irmpriave the. stancund of punnusnent where,
s o bome of the regional development banks, there is
cleir evidlence that [hoke instiomions are not working
ms effickently as they might. In the same way. we would
press for substantisl reforms in some parts of the United
Mations sysem—particularly the Food apd Agriculiurl
Crpunisation — which  have shown  [hemselves less
rigorous in their execution of development projects thon
the Hrotish mexpayer has o right to sxpect

The same can be shid of paris of the Boropesn
Commuanity programme—the EDF progranune—anl we
shouk! Like to aee that programme brought directly within
the budget of the Commuzity and control exercised by the
European Parliament, The World Bank group represents
one of the best outlets for Bratish multilsfer] pid, and |
shall denl wath that aspect [ater i my speech,

In the Labour garty policy docoment, the word
“Invesupent” 8 mhentioped  and.  “Inermationad
Drmemazan™, 5 s sudd that the pamy will support polickes
“designed o stbmulaig investment.” | bope that when be
winds up the debute for the Oppasition the hon. Member
for Crreerwich (M. Bamet) will sav what proposals the
Lahonr pary his to incredse fmvestment inthe developing
wiorld, becanse there 14 an absence of any Informstion on
thit subject 1 the Labour party documsent,

We would fike 1o'see o British Government being muich
more positive in encouraging the developing countries o
seel peivate capital for nvestment. One of the major
prohlems, as 1 lave said in the House before, is the
capacity of developing countries o identily projects in
their own countrizs and then go out mio the workd's
firmncial muarkets and reise the private capiial that they
need o furn good projects into wvisble enterprises, We
belisve, theveford, thst work needs 10 be done 1o gesist
developing coumries o idenify and appraise projects and
carry oul feasibility sudies. [ hope thil the Mindsier, when
replying, will say whsi (he Government have inomind 10
help encourige mavesiment 1o he poones] countrics;

Like the bon. Member [or Sheffield, Heeley (Mr,
Hoaley) 1 hawe tried for some years to get accumie figures
af British investment in devaloping cownries and how i
has inereassd since the énd of exchange controls, 1 lepe
that the Mimister will answer that more clearly than dsd his
right hon. Priend amd will go on to spell oof who the
Govermment have Inmind 0 epcoumpe still further privae
invesiment in developing countries,

Retuming io the subject of the World Bank and the oeed
for the World Bunk and the IME to be more sensitive o
the needs of developing countries, the guestion of
condiioaality, to which many hon, Members hove

&
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referredd in the dobare; i3 sericas. Unless the Waorld Bank
undd the IMF can updersiand the mdiations on developing
countries 0 tomes of Basdship ander domestic polibical
pressures, and unbess those institutions can: scocpl the
Iimitachons than make v difficalt for developing countrics
to [l fmowith whot 18 aonoed bank practice, we shall oot
hegin to owvercome the problems that face them.

It is kmporiant that the inemstiongd institions should
begin o ook more carefully at bow they meet the real
needs ol the develofing world, o enabde & to ploy its part
in the expanskon of the inemational economy, It is not just
impaortant  for the developing countries, I the  final
:|_||a|_:,'1.'i:»:| we i the Unibed I'I.',ingdum whd weslem Emup-.-
ﬂr:[u:n-;l. on it i we ane oy see standusds of Ii".'u:g hl.lpnwu
und full employment e,

B9 pm

Mr. Anthony Nelson (Chichester): 1t is a pleasure to
foliow: the hon. Member for Norfolk, Nosth-West (Mr,
Brocklebank-Fowler] who hos mode o comprehensive,
extengive and imaginative spéech, | know the considerable
inbereat that be takes in these matters. The last occasion
on which we bath contributed o 8 debate on this subject
wis just over @ wear ago, Many of the slements of his
speech on that occpsion were reiferated oday, alihoagh
embellished by the considershle policy work which has
been widertnkern,

My hon, Frieod the Member for Bridlington (Me
Fownend) intervensd, and ong must ask bow much the
SDPF programme will cost and how it will be financed if
we e (ooappreach, even over the peiod of & Parliament,
the target of 07 per cent, of GNEP which would seom, in
money. fenms, 1o be an extro £750 millon, which is almost
the product of o 1p on the standard e of iscone oy of
n. oot insignificant inerease 0 the amoust of poblic
bomowing in uny one year,

There 15 a real choice for the eleciomie i deciding
whether such policies of incrensed expenditure on this, as
well s other progmimmes that | understund they are
proposing, will have a deleerious impact on the rest of the
eooasmmy and the level af infloton, anc, m the kg erm,
on our nhility to maimtain the absolute level of that aid
bedget.

It s vet another reminder of the wwworldliness of the
SEP, which constantly promises more bat who, whed
challenged on howw it will finanee the progrvmime, say thal
it will penerte sufficient rads o be self-lnancing, Such
argumes &re both specions and boges. [ weloome this
ppporuney. o play a pan inoexposing them. 1 share o
mmriber of e bon, Centleman’s views, par:n:uiﬂrl}' tiis
pmr.u,:la:ul.:n. on  monelary rl:fq::l'ln kO Perinone E?‘.l:'h[lﬂgt'
stahilily.

| weleame, as do other hon, Members, the oppartuniny
thai the debale prowiides o pay tribute o the methors of
Brandt | and 2 in trying 1o ackle some of the most serious
problems that we must all regand with grest ansiery on &
global basis, [ pay tribuie alss to my right hoa. Friend the
Foréign Secretury, who bod seme complimentary wnd
luvourable things to say about & aumber of the coneluzions
coptaiped in Brandt 2, The modive of the authors of
Common Crisis” was worhy, They were trying o revive
the momenium oroused by the Branst repori three years
age. Alter Candun there was a seiback s [nbermational
recassion forced imbustrial countries to redres thalr own
sronomie problems or, & “Common Crisis” pat i, "o
adopl seli<centred messures”

The Brandt Cowarission Beport H-. .ﬂ The Brandr Commiszion Report

It is & valid observation that some of the problams of
the least developed countries have been exacerbated by the
related combination of oil price increasey, low commindity
expon earnings, unsastainable debt service charges and
curreney deprocintion. Meverthebess, whils mony other
hon, Members have had almost wholly complimentury
things to say ahout Brandc 2. 1 hope that it will pot be taken
armiss if [ sound o few caationory aotes about the tenor o
well as s=ome of the conclusions of this latest
memaorandum. [ doso for three reasons, First, the repoent
asseris that the world' s prospects have detericmmied rupadly
gince THHD when the first report wos poblisked, und ths
the gap between rich and poor, North and Seath has
widenad. [ do not necessenly sccept the walidity of eitber
af those premiscs. “Commen Crisis” was dmfied during
the worst par of the revession from which many couniries
are now emerging. Muny of its slarming ohservations have
been overtshen by events, We do no service to an opdered
and valuahle debate on the problems of the developing
world, or what comribotion we can make to i, if we
proceed  on Cekther inaccurate of alaming  premises.
Morsover, the figures contained in the report giving the
Eowth rales of selected Eroups of counirles show, i
unrrhlng. that the gap 1% nu:rnwinﬁ.

The low income countries which have o GNP per
person of less thin 3410 are growing o markedly higher
rates than industrinl countries, Indin's growith rate, for
exnmple, m I9R0 was 65 per cent, nnd o 1981 5-6-per
cent. Thir conmpaies with rates [or the imdusirinl Countries
ol 1.4 per cent, wml 13 per cent, [ cormeds mudhily ch
when looked &t oo a per capiia basis there are marked
virmtions, Any avernge setistics will  have some
shoreomings, bat looked at in terms of overnll grenvth, the
grovifl rates for the economies, of individeal poor,
develpping countrics year upon year ane ril inconsiderable
during & peried of substantial imemationnl recession. I is
difficull 1o e how even aver the past coaple of vears they
could have been substantially higher. During the whole of
ik past decade the growth rate of the low Inceme colniriss
wis' higher then the industrinl countries other than thoss
of Eastein Enrope.

The oil exporting coantries have prospersd, but their
fonuines have now fumed deamatically, as my right hon,
Friend the Member for Sideup (Mr. Hesth) reminded us
gaitier, In 1981 the GNP of high iscome ofl expomers fell
by 11:3 per cept. That trend s ftkely 10 have accelorsed
yincs then with DPEC counlries such as Seud) Arabia
becenndag net bomowers on e miernotsonal  caplial
rrarkers.

What may be & more valid observation, but one thas the
report, in my judgment, fails fo Kentily, i5 the gap
betaeen rich ang poor that hes wideped within many of the
developing couniries, Liberal credit has enhanced the
standard of living of some secticns of those communities
while intermstionnl récesseon has reduced o peoury many
who earned their bving, for ekample. by producing
commondities

My second, more semantic, erticism of the report i
that mary of its phreses are alarmist. The prophecies of
“the distinergrntion of societies”™ and “anarchy o meany
jparis of the workd™ are 0 my view ansubstintioesl, The
repoct Saya;

"The sgrvival of mankieg B=edl | o scoke."

1 wm all for shaking countries out of complacessy, bat
that port of jowrmnbese docs md serve the mienesis of the
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wiarkl s st ] atarvingge. 1 looked o = Cmbirman Crisis”
for o more constractive and challenging 1one, b found it
i miany plces, wonecessarily apocaly pric,

1 find (ke report’s comments on the  reldionship
between wrms spending and world poserty simplistic amd,
f some extent, mislesding, The authors conclode that
militery expemditure iz much mose a part of the world’s
cconmmie problems than its solution. Few. can fail 1o be
aburmed that the world s milisey expendilune mes berwsen
1980 and 1982 [mom 5450 hillon @ 5850 billion.
However, defence is oghtly o privrity for many countries
including ours, It is wonh ssking, as some of us lave in
previouws debates, how much iid we could aifond if we
dismantled our defences, were overrun and were relegated
i the suppressed safeliie stafuk of countres such ns
Foland? We shold perhaps Gsk orssives also who s the
world's bigrest anms exporier aml yel remains uoe of he
most modest contributors b overseas aid. The amwer o
both these questions is the Sovigr Union,

Huving sald (hai, I believe the “Common Crisis™
identifies - some  urgent priorities on the financial and
trading froms i world recovary s to be insgEared and if
the potentially cverwhalming difficultes of developing
coumimes are e b averded,

The kevel of Third world debt must rank as one of the
heaviest millsiones aroond its neck. The sl mediam and
long-term debt of the developing CoumtiRy pow stands al
agbour £330 billion, vwo thinds of which is [rom privaie
sources. Suatistics on shon-remm debi such as ode credirs
are not relinble, baot shor-term delbl prodably brings the
total debt of developing countrizs o some $700 billion, As
Tom Clansen, the president of the World Bank, =aid in the
Jodiet| beciure recently:

“mervousness bl the cnpacity of bammwinp codnlries o
service thix debw pow gnaws &t the faboie of coufidence on which.
ol anly benking, e peary ol sconomic deslings depead .

Over the past 20 vears, the pet fow ol capial 1o
develaping coumtries tripled in neal lerms, There i mdbing
imrinsically. wrong in developing counires  bormowing
money. Indesd, v the 1Sh centary, when the Linited
Simtes was o developing coundry . it borrowed more than
any other develoning counrry af the time. What 15 wrong
% o lend or bormow mare than a country can remscnably
gxpect o b able o repay or e misapply such bormowing
to finnncing consurmption rather than capial mvestment

The fourih report of the Selsct Comminse on the
Treasury  snd Civil Service sbsolved the - developing
countries of the luner charge, aliloagh it scmibs that in
individual cases counirics borrowed o maininin consump-
thon erd postpone odjustmend. What oppears midre Hkely
b have happeded wad, a5 Bomnodt pot i1,

“n fadlure iy nssess eorrectly what stabisticians call the ‘downside
risk’."!

The recyeling of OFEC surmpiuses. which was hemided
as g virtue of the imermutional money mrkers in the 1970s,
became 1 menace as indemational banks, bwash with
funds, competed with ¢ach other w lend 10 soversign
CRoveriiments.

It is mporang in this conext o differgntiate between
the I_'I-I,:In'l:l-".lriﬂE off the poorest countrbes and that of the new
inslustal countises such os Argeoties, Mexico, Brazil and
Vensrpeln, As the Select Commites siates, 15 mainly
the loter new indestrial countries and countries than {3l

. imio thot category that have borrowed oo beavily and

egcountered debt serviee - difficulnes.
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[Mr. Anthony Nelson]

Very little commescial kending has been attraced to the
low Imcormse developing coumtrics, zlthough commeciil
lending o deweloping countries as & whole increased by
11 dimes in real wrms over the pase 20 years. The problem
for the poogesi ¢ountries has nof been i0 - service any
cverhorrowing but bo service even the minimnl birrowing
that they had sleéady accumuluted, Folling intome from
commodity expors, csing costs of oil impoms, Gigh
interest rates and significant Auctuations in exchange fates
undetoined their ahility 1o Gnance their bomowings, Lel
alone repay them

For that resson, [ do nof see restrocturing of he
internabional benking system or gven & substantinl new
special drwing rights aflocution to the IMF as the st
cifective way of nssisting the ledst-developed countries,
although | recognise that such action could be beneficial
for other reasons. In my pdgment, there are two mon
irmportant wiys of alleviating the desperate situation in (he
poorest pouniries. The first is aid throegh bilaleml and
multiiateral channels and the second is & revivial in workld
ade, which was mentioned by some hoa. Members: That
ig why the forthcoming UNCTAD conference in Belgride
i 20 Empamant,

The Uplted Eilngdoim is a sipnificent doaor of aid,
dlespite what many Opposition Meimbers have said. 1 pay
iribatz e the Government’s determination o mointain
official aid during a perod of ecopomie difficulsy, Dunng
the debate on overseas aid last year, [ said that mony hon,
Members such an myseli lived unensily with the real cul
i the aid prograimme thet was being proposed for thal
year, and that 1 would suppon the Government and the
Minksser for Owerseas Development il they argued e
comner for an incresse in real terms this vear. | thank him,
and [ pm pleascd with the tem-around snd the new
resources that are being mode. piuiloble in the nid
peegramme, 1 pay tribote not only fo the considerble
smount of that aid bodget fmt we devots to multilateral
institutions bt to the propontion that thersby goes to many
of the poorest people in the workd,

I olso mendon the [Infermational Development
Association, the impomance of supporting the séventh
replenishment, aboat which negotistions will et shortly,
ard of encournging the United States o pluy its ot and
pay up for the sixth replenishment. There is & cose for
looking objectively o the percerdage contribution that we
make o the DA We have un outsianding record of
comributions fowands the eplenishment of the DA, Year
gfter wear the Unbed Kingdom has contributed more than
I per cent, of the replenishments. When one compores
shar with countries swah as Prance theat have paid abowm 5
per cent, of akl the Gull countries Incluing Saod| Arabia,
the United Arsh Emirstes and Kowait, which poy only 5-4
per cent., ane sees thal we have bean leading the way in
paving & considsrahle proportion of the replenishments in
FaCent VEErs.

o addition to thoi, propodionste conribofions (owanks
the [ may be mislewling. Although contributims mey
fail in percentage terms, they may InLTease In el i6rs
if dotul funds bo the IDA are increased by maor donors
elsewhere in the world. There may be a ease loe actually
reduckng our percentage comribution if we anrg able to
inceense in real and substantial teoms the ahsolute sive of
the [EdA fund. In the abscace of that; 1 would agree with
many bon, Members that we should oy o maistzin oor
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gomimitment o5 fur as pogsible, [ share the apprehension
thai has besn expressed that the 75 per cent. contribution
b the bridging finance, excloding the Amencan
contribution as an element of the siath replésishment,
imficated that we might be prepared o eovisage lower
perccntnge contributions in the Tuture, [ have reminded the
House that we pay substnntially more than many other
industrialised countrics, and much more than  many
countries which urEu;tH}' cald efford o comiribute mone
to this miltilateral form of ssaleminee o the world’s
pooTesl.

The most imponant prerequisite Tor any revival of
prospects for the poorest in the world is perhops trade, |
share the view expressed by many hon. Members in this
debode that free trde and the sschewing of profectioniszm
leaves open the best opporfunities of reviving prospects for
widld growth and assisting these who are @l presenl beast
able 1o help themselves.,

Por iy years I have taken the view that. short of
reintroducing o fAxed Brepon Wonds sysem, there is g
giromg case for agreements such pa the Eurnpenn monstary
sysem—1 believe that the hon. Member for Merolk,
Morth-West supports such @ sysiem—which provide on
element of siability of currencies within trding blocks and
yel peovide some latinode so that cumencies can fluctunte
reasorsbly. Such amanperments provide oo omesns of
EnsUning Ehat |.J|:|.:,h1r_|- qL:l:r '.'uiuh”['_t' and the prnblr:ms of
highly fuctuating currencies are overcome, and thersby
restore misch of the confidence of fraders,

| have always regrened the fact that we did aot join the
Europesn monpetary system at the begineing, and that we
hinve pot begome o full member of I 1 know that resistance
tor fhat policy. runs high in the Government. However, |
think that recently the problems of the Evropein mometary
syicem hove endorsed the strength of that institution cuthié
than unidermined it They showed that when the pressures
on the pamities belwesn cumeocies became unsustainable
because of market pressures, there waas a process for
readjustment within the paritics. While they remained
within se| purimeters, the ability of differeni centrul banks
i fron ot day-booday fuctuntlons was muaintaired. Swch
agrecments con pave the way internstionally o greater
monetary  stability, mproving the prospects and con-
fidence of trwders throughour the world end assisting in
reviving the level of tmde,

We should play o full part in a2 many isemationad
discussinns on sconomic eo-opemtion as possible, | share
the concern thit somsiimes these involve mere invective
ruther thun the promouncement of practical policics, bm
that & o inconsisient with the Government's market
approach. By co-operstion we could assist the world owm
of recession without unduly. departing from the essentinl
principles o which [ subscribe.

We have o feal voke in world coansels, bosed , perhaps,
on our political history and-—even mw—0ouE eoonomic
strength, We could wse that volce o better advantage in
ihis end ather areas. 1 thesefiore hope fur more than many
expect from the Williamsburg summit, although 1 share
the concern that (0 may not meet the highest expeciofuons,
Wie must use oar voice 0 hetier effect i worbd counsels
if we nre o meet some of the worthy objectves of the
Brandi 2 report and o tackic the plight of the least
sivantaged and those least able 10 help themselves.
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§.29 pm

Mr. Peter Hardy (Rother Valley): The bon, Member
for Chichester [Mr. Melson) may recall tha | was sfightly
unfair 1 him when 1 followed him in the recent debaie on
the Bowndary Commisaion. As several of my hon, Fricnds
and eme or iwo Coascrvative Members. are still waiting to
speak, T hope that the bon, Gentleman will forgive me if
I do et comment o his contribution tsday, save 10 say
that [ do not shaze his rather more relaxed anitude 1o this
s,

The Hrandr initiatve was commendable and it attragied
far moee supgort than the Government had expecied. Since
the publication of Brandt |, however, the situntion has
bhecome seriously worse, Copservative Membets wne
palurally concerned about the problems [scing the hunks,
especially the private banking institutions, which have
funded ar least 40 per cent, of the developing countries”
iadebiedneys, Equally, the Opposition do nod wish the
banks to collupse, as they are performing an essential
femction, MNevertheless, our concern is not so much about
the comfert of ke fGiancless as about the plight of the
bundreds of millions of people facing starvation, for whom
dewth & an imminent experience. I i right o smess thal
wi we inlking about people—obscenely large nomibers
of people —ond not merely about the copvenienes of
financial mmanpements in the poonpontc centras of the
QECD countries.

In u splendid speech, my hon. Friend the Member for
Sheffield, Heeley (Mr. Hooley) suggesied thai voling
rights in the imternational fnancial institutdons shoald be
improved. amnd [ agree. W cannod justify & pafernalistic
or patronising amitwde towasds abilities in the Thied world,
a3 we hove not managed the world's affams very
satisfactorily ourselves. A chunge in the voting rights is
entirely desirabile

Severnl references have been made to summity. 1
belisve that we hove hod encueh sumenits if they are 1o be
merely  platforms  [or  Prime  Minksters. o moath
hypocritical comments that are pever ved up o in scthon.
We have heard splendid words from the Prime Mimsier
and senior Conservptive Minkter. | recall the stetement
in Melboume, The Cooncil of BEurope was meeting in
Strashourg ot the time and on the day of that scufement we
were proud (o be British, but voe can take lide pride in
what has happened since those hypocrisies were uttered,
Conservative Members and Mindaters cannot afford to be
umug or complicent, us soene of their spesches wene
induy

Reference has been mads o the  Inhernational
Development  Agency. Az the World Developmemst
Movement has sald, Britin is comently the founh lacges)
contribator to the [DA, bt |1 has the second largest voting
power. The Government may [ike the voting power, but
if they wish o keep it, let them be the second largest payer.
If they are intent on reducing Britain's share of the seventh
replenishment, let them also suffer o redoction o he
political sending the they might otherwise enjoy. 1
believe hal we should incrense our contribution, because
the 1DA s & uscful mochanism which serves the hungriest
isens ol the warld, I is reprettuble thatin abeslute and real
erme g payments (o the hungry preps of Afncs and Asia
were lower in 1981 thun o 1980, Sadly, peopbe hove
hecome almaost spirinually calloused by relevision pictures
of bables suffering from the' most awful forms of
makmutrition,
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We st respond more vigorowsly o the Woeld Bank's
reports, World aid, especially for Africa, is Hkely to full
throughout the 1980s; but the peed for it will almost
certninly double. The World Bank hus urged donors to
double ald in real terms by 1985. [ hope that when the
Minister replies 1o the debate he will be able 10 wll us that
the Hritish response will be one of which we approve. |
hope that there will be no fine wonds from the Prime
Mindster o the Forelgn Secretary af any [ntemuitional
forum if we cannot respond positively to that call.

A more buovant world économy is n our interests—
not merely cor trading and industrial inerests—bor we
face & preater challengpe. Hon, Members will be gwans that
in the past decade, grenter allenbion has been pald o
securty in the Palsce of Westminster, Our copcem with
terroriam here §s oot resticted o Irish atrocithes and
barburism  from revolutionaries 6 Treland, We mmst
regognise that sesror hos walked the streets of Lomdon and
that i1 has i diffierent source and motivarkon, 1T we continue
in condemn large rumbers of babses 1o die. the anguish in
the Thind world will, sooper or later, lwm 10 anger amd
{mbernational terrir will grow, Temor might have led o the
only growth industry in Britain from the podat of view of
employment creation, but Entemational terror should e
taken seriovsly, althoagh not becauss politicians deserve
moke security. 1T politicians are prepared 1o iolenite o
wordd in which s many baldes dic, perhaps we do nes
deserve the security that 5 provided for ws. If we ofe
anxious ghout the world economy, industral bealth and o
decent society, we must respond favourably.

The Foreign Secrefary ahould consider the second poin
that the World Development Movemem hits made abin
development educotion, In  December the  Foreign
Secrotary snid that he would welcome mors informed
public debate. He will recall making that speech 1o the
Roval Commonwenlh Sociery. In those circomstmnces,
why are the Brtish Government, alone among Western
indusirinl  countries, withdrawing from  soppomng
development education? Even the Americans started such
a project Inst vear. | hope that the Foreign Secretary will
reconsider that matter. The House would welcome an
asdurance whoul it

[ hope that we shall approach the Willinmsburg sumemit
or any succeeding summit, with cause for pome
satisfaction und confidence that we have improved: ous
position and that, after cutting oversens nid for three or
four years, there will not be more cuts in the pext bwo years
which is what | understand, is promised in the public
expenditre forecosts, 1 hope that the cuts proposed for
1984-85 o 1986-87 will be withdrawn,

There will shortly be o North-South conference which
has been organised by the Council of Europe. When |
agreed wo serve on the organising commitiee of that body
I was not fermibly enthusiastic, because 1 am # finde
caatious  abomt summits, conferences and the like.
Neventheless, T am ossured that it will be approached
serbously and armnged economically. 1 do not believe that
there will be any lovish frills as there tend 10 be on sech
oocasions. At that conference, | hope hoth that the Council
of Burope will incrzuse pressure on mamber siates 1o sct
more decontly and thor we shall sce thm the British
Government have learnt thal many British people div not
wunt us 1o be mean and shonsighted,

The Foreign Secretary, seversl Conservative Members
and one or two of nyy colleagues have been justifiably
critheal of the Soviet Unbon"s appalling recond. It ik olten
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prepured 0 provide puns et s cut price, bt does lictle when
it comes to providing wid. We are enritled 1o criticise the
Soviet Union for that, but if we do we should conpsider the
need for us to have some integrity and fo improve ur oW
wretched performance. I we canpol  mpeove  Our
performance, we are nod entiibed 10 crticise others, T am
wirnnd thot the Govermment bhave placed axcessive
reliance oo ensuring thal the maticnal honour is served by
leaving it o privaie inenests and decent idividuls o
make 3 contribution.

In South Yorkshire, my hop. Friend the Member for
Rothetham  (Mr. Crowihers and [ have stimaliked,
ercouraped and applauded the effors of our dacernt peopds
whe seek o make wp, from therr own oflen limited
resairces, the inadoguacies of the ceniral Administration
Those people show the compassion which the world peeds
arad the evidence of &8 wisdom which ths Adminstmtion
should adopt. However, we curnor rely on individmals to
fiel i) that which the conntry o5 8 whole should underinke
The sooner the Govesmmesd recognite that  thaose
inidlivldusls have carse o be ashamed of odr Enadeguaciss,
the beder Britmio will be served.

140 pm

Mr, John Townend (Bridlington): The hon, Member
for Rother Walley (Mr. Hardy) in his sincess spesch
mentioned wemrorism. 1 am sure that be would ool wish (0
mislend the House by saving that the eooists wha fave
calmed suffering in London, sther thao the IRA, wére from
pider-developed countries. It is interesting 1o pote thal
sch terrorism has been financed by oil riches; and most
ierrocisl groaps ste involved with the oll-rich coantries of
1he msddle ease.

1 dor po-expect my comrbotion to meet with gengl
suppost, as 1 sbhndl put forwand views thot are mrely voiced
in the Houss, bul | o sure that I'_"u:'_'-' lave '.'l-'id-t:!-‘['l.[t-iﬂ
wipport o the country and will be sdvanced vigorously by
my. noble Frend Lord Baver in fuiure in the other place.
| nmmiot epthusiastic shoul the seotid repon of the Brandt
commission, although everyons musl sgree with pars of
it Lo some ways it i mbscomceived, and it s prejudiced
in that it has a distinct pale plok or, meore pecurstely,
Sociel Democratis bins, 1 am sorry that the hon, Member
far Morfolk, Morth-West (Mr. Brocklebank-Powlar) iy
present. The report is Keynesian in outlook, and ks clearly
opposed o monetarism und o giving prony o e
copguest of infstion. Therelome, | suggest fo the Secretary
of Stare that the Govemment should receive i with
rescrvnlbons, O analysis, the report is wedk and skales
over the extond o which the Soath, or the Third world, 15
resoonqible for its owpe probleme. many of whioh ore
undoubiedly seli-inflicted. My hoo. Friends hove also
skated over thit pednr. Ju is danperous in propagating the
itlen of & world divided betwesn Mol asd South, and the
possibility of conflict betwedn the two, Tt ects as o vooul
pressure grouap to increass the amount of aid provided by
the West, which muny hon. Mensbers wonld supporn.

The conceépt of dividing the world herween a rich Morth
and & poor South js miscopesivied, inaccurate, divisive nod
positively dangervos. Por exmmple, pans of - the
Commuaist wordd which, sccoaling o the map on the
cover of “Coimmon Crisia®™, are tncluded in the rich Morth,
are oo richer and may be poorer than some Southern

countries that are classed p newly indestrislised, such s

i
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Singapore, Thailend ond South Korea, The oil-rich stabes
in the Gulf are inclisded in the South, but are infinitely
richer than Portugal and Greece. Why hould the South
inchde Ssudl Ambin ve: exclude Auostmlin and New
Zealanel? Coold it be thur the lutter are democmatic
countes or are, dare 1 say i, of Europeun sxtmction? [t
is nonsense to talk shout the South oy one talks about
western Europe and America on the ong hacd or the Soviet
Bloc in Buropa on the other. Thess countries have Lile in
common. Therefone, it is poinfless and anbelpfil o oy o
lnmp them together,

Arpenting, oo example, ‘has far mors o comomen wath
ltaly than with Zambin, South Korea has for more in
commen with Japan than Somalia, Many of the countrigs
in the so-called South, even thoss with problems, ane
bagically mch i mincrals, rew mmeriats and ofl, and hove
n oot potential for food production if they wene oaly
properly adminisered. What, then, are the real basic
cnuses of the present problems in many parts of the world,
especially poveniv?

The Brandt commbigion laye prest pmphasis on the
price of ol and the [evel of interes Faies o8 the moin cagses
of the problemy of the South, and In recent years these
have hud & sigmficant effect, The conunission 15 also
critical of some of the Western Governments, and thers arc
particuler remarks misde sgeinst Amenca and, by
inference. Hriain, whove first prority hay been sound
money and the reduction of indiation aimed of bringing
irerest rares doan. Om the other hund, the commission
skutes over the major couses of the problems of the South,
particalarly in Alvica ond Sowh America, winchhave been
seif-inflicted

Il we compare the position of the people in these
countrigs woday with that of 30 vesrd ago, we sée that (he
conditicns Bave, |n many cases, gob worse rather than
beiter, What are the reasons” Ler us mke Africa. There,
im particular, the end of colanial fule for many mtions, far
from being bencficial hus been positively disastrons.
Procperons, pescelul, law-shiding societies have been
rained By ¢ivil war, anarchy and Marxiie dominated
Governments, Democracy and fresdon uncer the Low have
disappeored from most parts of the comipent. Trade,
indusiry amd  mgriculone  hove  been  devpstased by
theoretical, Hampstead-style Socialists irying to put thel
crock-bruiped ideds into opemubion iobo secleties that,
ubove all, seeded sinbiliny if they were (o progress

We have 1o beiter example than Ghana. Al the time o
idependence i was 8 proapersus coumtry with o bakance
of payinents surgdos and ol comency reserves. Nknimal
took. over apd tried o put Soclilist principles inio
operation, Within five years the meserves had besn
dissipated and the couptiy wis on the verge of bankrupley.
Myverere has done the same [n Tanzanls and no one op
cither sude of the House would demy thot Ugsoska’s
problems are self-infiicted. Mot only bis mechoof private
enterpriss begn taken over by ihe staie, but foreign
investors have been driven owt by penal taxstion,
restrictions on the remittance of profits and In some
casssdorwnright expropradion

I many coontries e freedam of the markes place bos
been over-restrictad by price contreds that have frequently
had en sdverse impan on food production. Expariates
have been driven out. The racist expulsion of the Aslans
from east Africs did wntald demags o the sconnmies of
those couniries. | expect that the meent expulsson of the
Crhoreaians: from Migerin will have a similor effect.
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Angols and Morambique bave maved (o nna.'n.:h}' since
the end of Portugiesse nile, Whakever one thought about
[an Smith, Bhodesin under his rule had o successiul
geonomy, degpite the imposidon of sanctions by most ol
the Westem world, [t was net only self-suffcient in (ood,
but prodoced swpluses for expor. &ince independence
the economy his been mpidly going downhill and s
bepoming more and more dependent on aid, Having once
bl a surplus of food, it will sholy Aol prodede sulficent
fooad b Fesedd oty ovwn people.

Even wealthy ofl-rich countries siuch as Nigeria bove so
mismorsiged  their affairs thai ps soon as there 5 oa
relatively small drop in the price of il they are in decp
troable. YWhen we contrest the way in which countries such
gt Migerin are failing w adopt with the way thar Japon and
Germany reacted (o the initial ofl price increases, we see
the couse of the differences between nonh and sowth,

Al the twrn of the century, Arpeming was one of the 12
weslthiear eneiries in the woeld. Today 0 is i deep
fimancinl rouble becanse of bad government and gross
overpeniing on armainenis.

Nlany countnes which receive considerable arsounts ol
ald spend large sums of money on armaments. That
parieuluely applies o the lirgest recipient of British akd,
India, which bas recently been fnvolved in pegotistions for
the purchose of several huondred million pooands wonh of
millitary aircraft from France.

Mr. Austin Mitchell (Grimsby): 1 rémind the hon,
Gemlérman that the British Government will be spending
enopmous sumss of momey on Tndent, Does the hon,
Crenifemon suggest that there is o responsibility -in the
West for monetary policies which have mised inferest mies
B0 mussively. o the developing world? The Select
Commiftes on the Treosury ond Civil Service, i its Infest
repoet, found that debt senvice. ns 4 percentage of exporis
of gpoods and services in the newly industrinlised countries
and developing countries, was 5 per cent. in the case of
Mexico, 67 per cent. in Brazil, and BB per cenob. in
Argentong, much of it doe to the rapid rise in interest rubes.

Mr. Townend: In doe course | shall deal with the
economie aypeiis, hat (he oss i mieresl cales was, of
course, doe o he feer that the world hnd Ld e A SLALe
of increasing inflation, and that has besn the main cause
of aur problems.

With rogard 1o arms, ke the hon. Member for Rother
Valley, I bave no wish to see people starving thronghont
the world, but when we are producing massive aid to help
the poor of the world B seeme extracrdinery that some
couniries which receive sach i should be able o spend
hundreds of millicns of pounds on arms.

1 agree with Brandt that grms expenditure wiorsens tha
siruntien (0 the South as & whole, bt T do nor agres with
hurm thist the argument can be vred against Britain or the
West in respect of prms eapenditure. As my bon. Friend
the h-!li:nﬂi-ér [ Chichester {Mr. Melson) made clear, we
wosld mol be in a position 1o give the nid thar we give &t
present i we beft ourselves undefendsd amd were overmn
by the COMIERISE PowWEry.

I contrast 10 the countries that [ have mentioned, there
ure others in the so-Called South which have done well,
despite the massive increases io the price of oil aod the
high mierest mies. Simgapore, Malnysia, Hong Kong
Taiwad, South Kores and even states in Alricn such as ithe
Ivary Const, bave done miber better than the rest. The one
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factor that they &ll buve n common i3 that they operaie o
free market, private epterprise economy. The factor that
ull the poorest countres séém 1o hive in common is that
rhr:.' operubs cepirahised salE EEnnomies.

Mr. Jim Lester (Beeston): My hot, Frend surely
would oot deny thot the countries thal be has meationed
have also received massive aud,

Mr., Townend: It-is oll o matier of degree. 1 do oot
think that my hon, Friend would sugoest that, for expmpis,
Soath Forea would med hove developed Trom s poverty
serbcken siote after the war if it b i nee asd. Most of
the nid was In the form of [oans. [ am not-opposed Lo all
aidl. [ am i favour of soft loens, | am nof proposing that
the Government should reduce their aid expenclitume,
which s about £1:1 billion, & nothing. The Brasd
commudasion would hove been mon credible hod o
emphnsized the imponance of self-inflicted problems and
urged counieies o pu thelr bowses in order.

Fur from ipcressing  pressure on countoes 1o ake
pecessary action, Dramdt proposes to reduce conditionality
on gid and loans, even though that is the one way thai the

IMF has had in the past o try to gef countries to make the
pacessary changes. On paoe 66 of the repont. it says thal
the [MF shivld [y

“Hus regard o the domestic, socinl ol political abjectivis of
e COURINSE

It is afteh those politieal objectives which have coosed the
problems in the first place. Therefore, [ nm opposesE o
cailng the present conditonality nakes,

The commissian also proposcs that one.of the principal
solutions o the problems s a large: increase in aid to the
South, Like my noble Frignd Lord Baver | aim opposed to
that, History has shown that aid does not significantly
promade Third workd deselopament amd 5 108 necessary for
siuch deselopment, By that, [ meean oot beans bt siraight
grints-io-aid, . Many  Third-world countries in Latin
Americn and Asia have made gigantic strides in recent
vears with the minimum of aid: As [ mentioped
previously, Rhodesia wis 8 prosperous oouniry in the
middle of Afrkos withoor mid, while those cowmirles amound
it were suffering.

Add has not significantly reduced poverty in the [hird
world, Many Governments in the Third world do not have
poverty as thelr nunber ane prionty. For instance, how' di
the paor bepefit from the expenditare of much ud?! Thens
i the preseigious 5200 billion capltal thot is being built in
Nigeria and the operation of loss-making aiclines o please
ithe President of this coumiry ar the Prime Minister of that,
so-thot be cun hove the privilege of fving arowed o his
awn plane, My hon. Friend the Member {or Heriford and
Stevenage (Mr. Wells) mentioned the receat capitnl
fovestrnent of an intemational airport in Dor-gs-Saliam.

Thee comnisabin clahng that increased aid will relieve
aunemployment (o e Wea, bul [ sugrest thal that is 2
fallacious &rgvment. Beporty bought with eid are given
wway. If it weme posable o pelieve wemploymen
permanently by Goveroment  spending — Conservative
Members sirongly deny that that is possible in the domestic
comtenl-—i could be done more effectively by spendmg
at hoene on modernising oo industy and  improving
infmsructure and social services. Does any hon. Membsr
really believe that the mitlions of pounds of taxpaysrs’
meeney that went into subsidising ships for Poland gave-any
long-term  benefii cither io the British shepbullding
indestry or to the Polish @sonomy™
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Brandt goes on foe soy thit aed & necessary 10 poevei
& Norh-Scath conflict. Such o confiict i ot the majod
dianger facing the world jodiy begause of the diversaly ol
the Souoth. The ides of 0 Nomh-Sooth arms conflsct s
nonsense, The major danger facing the world today is an
East-West confiict. On pagpe 34, the report sagpests thai
the Russian mwasion of Afghanistan mighl ool have
occupred had Adehaniston received more aid. Thut s
bhizarre in the extreme, | wonder whil reasoms (he
comemission would give tor Soviet fapks rolling o
Prapue and Budapest,

Many hon. Membsrs pay lip service to the policies of
ope markers and free trade. | mve on pige I8 that b
report criticises the mult-fibre srrangement which has the
sappord. OF most hone Members. It has the vocifenous
sappor of thase Labour Members who represent the ioxile
areas, How do Opposition Meosbers square their suppon
for Brandi with their continuoas eall for more prodection
of our home markeis! & recenl cxgmpic was when
Orpposition Memberd wete i1 ipraar 5t the news thar Maln
had obtuine] the congrsct o et 8 Cupaed ship because
Malin could deliver on tme, Oppositicn Members were
furious that the order had not gone 0 British shipyards.
However, Malta i one of the Seowmh and Thisd seorld
counimnes. How do I']|'||1|1':i1|||n Mlembers square their
beliefs of anopen marker, on the one hand, with giving
uny order such s this regerdless of opens competition o
& British firm on the other?

The proposals seem o be aimed ot incrensing the
effectivencss of the South in negotiations with the Month.
The sim in giving the South more clodd % 1w enable it io
squeere more resourges odt of the North, which In paacnice
means o of the West, The West is mone susceplible 1o
pressure from . pubbic opinion, the operation of pressure
groups and the lobbies of do-gooders than 1s the
Communist Hase, which is unlifely o wke any notice
whatsoaver

Changes in the world’s fingncial nstifehions wens
urged, thereby giving more powar o the Thind world, Will
rsy mieht hon. Priend the Forsign Secretary oppose the
seggestions, because the West is providing the finance?
Much b= o be said for the old saving "He wlee payvd the
piper, calls the fone.” The proposats. are fanfsmount fo
turming, the [niemational Monetery Fund oo o world
cemtral bank. As o omiy hon. Friend the Member f(or
Chichester sabd, the posithon is probably por as serious as
it wna six months ago and the Government should not be
panicked into taking action in the shog-termy thot they
g [ive 10 regret in the futians. The real selation will
come Trom work! recovery . That wall be achieved only by
plobal policies of sound money and a reduction in world
mflztion leasling o lwer hislereal raies whish will be of
gredt assistance to the South aml rrigger ofl b sponiancous
recovery., That recovery will be helped, im the  First
instapce, by the low commodity prices of which Brandi
complaing. Opce world recovery commences, | am sun
those prices will then vise o the benefit of the Soulh.

Aid 1% & means of redismributing resources and 4 form
of world soctalian, Britiah taxpayvers and the taxpayers of
capialist countrics are being asked io pick up the bil] for
the mismamagement  and  incompetence  of  many
Giovernments of the Third wordd. The answer i8 nit o
massive imcrease inoall. boi liveer interest mbes and e
lower oil pricey chay sre ocourring. The cormect policy 10

gef those countriées on their et is o emourgs moe
privide investment, open markets, allow privade énterprise
o wiork and iy end eeniralised sconomies,

e Governmenl must bevoare of being inconsstent,
[hey canmot be monetarists. ot home and  Reymésian
abroad. Owerscas aid i3 & significam  element of
Chrvernment spending amounting 1o £1-1 Bllion a year, I
it is incregsed, as Opposition Members and some ol my
hom, Friends think it should be to0-7 per cent. of the gnass
nationil praduct, it will be o fipure approaching £2 billion
a year, The reduction of public spepding 15 an election
pledge which siill has some way o go.

I see no reason why oversens aid should be exempted
from the sgeeeze that the Govermment will nesd o impose
on spending during the next Parliament, 1 deek ool the
abalition ef oversess nid, only thar there should be no
(erther increase m real 1eoms aid possibly o lile catting
back

94 pm

Mr., Eric Deakins (Walthem Fosest): The flight of
funtnsy of the hon, Member for Bridiingion (Mr
Townend) was 5o removed [mom realiey that j@ would serve
the House no. useful purpose if 1 seught o follow the
labrynthine workings of a schizoid and perhaps Right-
wing mind. His ideas are those of & minorty, oot onfy o
the House, but in any pay in the coimry. By and laggs,
the British people hove more Sonmmon s

This debate i like “Humiet" without the Prince of
Denmngk. We have before us the report “Commeon Crisis”,
which is the play, but we do not have the man chifacier,
which i the Government's detailed responss. Wiike there
may be good reasons why we do mod hove thel respnse, §
wioitld have heen helpful hod e been abbe to debati @
ifatniled Whirs Paper. When the White Puper wppears, and
In the lohi of todsy's debate, | bope thet the Foreign
Secretary will ensure that the House bas an opportunity 1o
debate it n Government time, prefembly hefore the
Willlamsbwerg summit. | alse hope thot 8 Treasery Minisbes
will e in nntendence, even i he does pot thike part dinsctly,
iy rmeapy of the eeommendutions in "Common Crisis” ane
uildreeusd wy the Treaswries of the OBCD countries.

The Forelgn Secretary made a sympidhetis speech,
because he can genuipely see the politcal consequences
of fuilure o meer the common crisis that the debate 18
ahont, However, | wonder whether the Chancellor of the
Exchequer, the Secretary of State for Trade and, shove alk,
the Prime Minister ire quile as sympathedc, 1 suspect that
they are not, and i would be nice iF the right hoa,
Gentlemian used his tafluesse to ensure that they ook the
sume line 2% him

This {4 # progoatis report aed 1 intend to deal with it
m some detuil. However, it woald be appalling if, in un
eight-hour debote on Briowe ard similsr issees, someone
dicl mot podnt out teat although thess are pragmatic issues,
there ie olso o morzl case for aiding the developing
countries apd trvbng o pot the wordd 1o rights. This 18 mod

st rsaier of sl salf-intereet. Thers is @ moral case,

bt [ shall not develop that pow as this has been o
pravematic debate apd should perhaps remain so.

There are six features of the report on which [ should
like 1o comment. These are mony others, but perhups we
ghall e shle w discos those In detndl when he
Ciprvermment produce their While Poper. The Grst fealure
is-thie plight of poor pecple and poor nurkons, That has baen
eraphicaily spelt owr, That has become worse during the
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recessbon, bot [ belimve that “Comman Crsie” uwkdermpinys
the wrinuspess of ihe neat decade or 5o, even il some of
the suggested reforms wens to be buplemented

The world population explosion—or “tdel wove o3
it should be deseribed—much of it in the Third world,
will gradually raise the level of which we must act in onder
to keep things as they are. In the words of the Red Knight
in “Thremgh the Looking Glass”, we shall have to run
twice as fast io say inothe sime place, The workd
population is pow about 4-4 biflion, [t will be 6-5 brllion
by the end of the ceniury and o mininum of 8§ billion by
ghout the year 2015, We should all be concemsd about
whether the world population seftles down thereafier or
rises in the nexi ) vears to 14 ballion. That is the mnge
of the estimates thil International orgaiisations have
macde,

[ 1ake It that *Common Crisis™ 15 a supplement w the
first Brandt report and not o replacement, The second
memorandim savs very little abour the population crisis
and what nesds o be done about . That hes been ignored
Mevertheless, | hope that the words of wisdom in the st
Brandt repon will not be losi, ]

The report says that there are new problems for the
warld's economic and financial sysems. IDunderplays e
serionsness of thas. | call in aid Mr, Reber MoMamarn
speaking &t the Brookings [Institute semimar O
development in July lnst vear, He szid that _
“whe deficiin of the oil-mporiing developing petlons are 50 high
that they canmal be susiainod indefinicely. Weio they 19 o
financed by extermnnl bormwing for more than d few' years, the
nsgcinsed debt service would halkd wp o sisch bevels thet it coulbd
mol Be popported Ly any  foreseeable expuansion of exporn
enrnings "

Mr. MoMNemarn went on' fo say st
by the end of 1980 ol developing country debt hadd reached
£440 billlon (compensd o 568 bilben i 19000 of which twoe
thirds was beld by private kenders a5 agaicat ong-thind n 19507
He also sasd than
kst June the Warld Bank pealected 3 substantindly lower ks of

B in privae morkel lending in 1980-90 (B per cent. io
noardnal eerma) comprred 10 [970-80 (31 par sent., ¥
A gerions crisis will occor for us all in the next few years.

The Foreign Secrotary weleomed the proposals in the
repart, It would be interesting to kaow the Tredasury's
view any hoo. Members hive sald that making
conditionality more fiexible is right because it takes. maore
gecount of the imernal circumstances of countries and does
ot force them all on w & Procmstean bed on which they
have to be chipped in line with the monetarist tenets of
[MF officinls

The report underplays & danger, [f the IMF 15 10 be
dragged in more und more 10 help with the dein probicms
of countries such as Mexico, Brazil and Argenting, it could
pre-smpt a greater and greater share of its resounces and
there will, therefore, be o smaller and smaller share kit
for other countries whase plight is worse.

The report says that the World Bank should be allowed
to borrow mors, Many experts agree, bur dogs our
Treasury agree? 1t s viial that our Treasury agrees,
becanse we are oie 5f the most powerful iatesests on the
Waorld Bank Board. The repon recommends. that instcod
af 10 per cent., up o 30 per cent, of World Bank loans
should go on progmmme lending, [ should like to know
whether the Tressury s as sympathetic 10 such & major
deparmre from World Bank proceduses 45 the Foreign
Secretary. The bask needs of developing counines in
health, education, populution policy, rural services wnd
agricultore are 50 impooant that they muost be calered tor
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if we are (o prevent o crisis, They can prodice o hgh
economic e, 45 World Bank evaluations of projects in
the lnst few years show conclusively.

Investment in human resousces is extremely rmpanant,
ns the repost sieys. The repon also states that when notions
have their debds rescheduled — that is happening v
Brazil—the comemercial banks should oot be lefi 1o deal
with it, but that agencies such as the IME and the Wl
Bank should be involved, os should national lending
ietitotions. What 1% our Govemnment's aititude 1o that
njor propossl!

Last, but not least, the report deals with the further
axtension. of power sharing in the World Bank and the
[MF. We have 1o make some concession fo the srong
feelings in the Third world that such organisations are still
dominuied By the okl goand,

A major criticism in the report, which | mention enly
briefiy hecause it is politically comtentious and [ have moee
important things o ik about, is directed 10 monctEnst
policies in rich countres, which the report considers o
have led o iniclerabls uncmplovment ond oo
decay, That i3 an epituph 1o monetarist polickes thal many
of mv righi hon. and hon. Pricads would echi, We ane
awnre of the Government's attitude but T do ot kow
whether it i shared by the Foreign Secretary, However,
It is nn iseue Ubat divides the parties: We nesd @ mator
programme of expansion in Brimin and in all OECD
couniried o iy o get the world economy moving agan.

The report deals also with growing protectioniam in rich
countries, eipeciaily in pon-1ariff bariers. My hon. Friend
the Member for Rother Valley (Mr. Hardy) quied from
page 107 of “Common Crisis”, in which it 't.r-nhmrt'n_:d _ll'lm
non-tariff harrers on Third world exports to industrialised
counfries &re inErcasing

There was the disastrous episode, m my view, of the
multi-fibre prrungement. Back Benchers on both sides of
the House were vving with one another o foros the
Sinister to be more nnd more restrictionist in s atiode
during the tafics. Others are entitled to their views., :m::l [
aorept thai there Was CTOsS-[uirty prcssune on the Minister,
but it was pressure with which | disagreed profound]y

Thene wins also the complete failore of the GATT talks
last vear to do anything about creeping profecixanism
However, the mpoit scknowledpes—1 am sure that l|:.n=
Fureign Secretary would do so as well, and [ think he did
in Iis speech—tha: we am dependent on Thind werld
markets. 1 there is 1o be a recovery of our economy Lo help
o own people, there must alss be 4 racovery m the Third
waeld. We cannef have a recovery here onbess it 18 Iiu_1-.|:d
with & programme of Mernotional economic eApANSIIL.
Among the many reforms nmd eclions against protecion-
i 1% the removal of toriffs on processed commesdithes
from poor countries. | know that we have to go along with
the nther member states of the Comman Market, but surely
the British Government could toke & najor mifiakve within
the Community in trying to establish a new approach,
cither through a revision of the generalised scheme of
prefercnces, or by same other mechanism, to ensure thuit
we help the Third woeld.

There sre mony sspects of the Labour party’s new
policy, ns se1 oar in its campaign document, that ane
marvellous, especially those relating generally fo the Third
woald, However. there ate ope of two aspects of it rhat |
find highly restrictionist in irade teems and mther wnfalr
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tex the traditionol compassion of many Inothe Lobour party
and in other poelitical parties who feel strongly  aboi
poverry in Britnin erd overszas

The report dmws atémtion to reductions in ald. My hon.
Friend the Member for Sheffield, Healey (Mep Hoolev)
quoded  fpores that appeir b the Government’s public
cxpenditure White Poper. | know dhat the Foseign
Secretary fried to make the best of & bad case. He wld s
thet abd hed Epcressed siighddy. b it decreased
-:un:ﬂdn:rut-]'; before a1 siapieE 0 rlse, It owill have o
increase furler, dind Guikic |.'-.:-||*~:||J-|::'n|.ll_'.-. Before i rfefuiae
1o the levael that the Covemment mherited from the Labour
CROVETIITRHL

e cuts  dn the  Infemations]  Deselopent
Association’s rephenishmems ane worrying for usall. | find
Il surprising il so many of e who have contribuies]
to the debate from both sides of the House mestioned the
cuts. | bope that the Forcign Secretary, when thinking back
on the debpie and chewing over ité corclusions and the
opeitime 6 bon. Members, will msolve o make strong
represendations o the Treasery. It 15 ope of the ancas in
which the House has virmealiy o unanimows opinion, ris
of the view that the Goevernment should not reqeee on owr
record and should tey 1o lead the way even if the United
Simtes mukes further cuts

The United States {5 -one of the worlds |arzest nid
givers. However, Rober MoeiNaimand sasd

“US developmen assistuoce, a5 o poreent of GNP, has
dropped S0 per cent. | wince the days of ihe Marshell Plon—
diring the syme period our per capdn ncome het doabled in real
igrms. The . US  pecfomance: con amaly he described  ox
divgracedial.”
That & an 4:lpi||||1n that wes abcald ke seriously, as it
comes Trom somenne wha was |'|n,-'.||:|z11r of Cremeral
Motors, Defence Secretnry of the Undéed States and o
former president of the World Bank

The action rmecommended by “Common Crisia™ is
shared By most portles: that ks, schitvement where
appropriate and  possible of te 0-7 per ocent, United
Mations pid trger. Targels are mysmtant, even if one does
not resch them, Bepise ll'n:'_-.' comcenimmie the minds of all
interesied people on what §s being done, They of least
provide & medsuring sdck, and thad 0-7 per cem, shows
how far we have still to go io see & decent amoant of aid
fraah [+113 from  thix ooty n righ country — i the
developing world. There is also an emphasis on the need
for more progracune lendimg momstional aid bodests, and
[ hope that che Minister, when he replies wo the debare, will
Zive s hint on whether he and his officials Jook favourably
ot Ut gspect af the “Common CrkE™ recommendations.

Last, bur by no means leist, it §5 suppected that aid
should be much mare povesiy-orentad, | agree wiih that,
Bt it 15 one of the few criticiams in Brandt which do noi
apply-to the aid progrumumes of this o e previous
Government, We have a pood meopd—since the White
Puper of my right hos. Friend te Member for Lanark
(Deape Juchith Hart) in 1975, “More Add for the Pooses™
— o giving more of our =d to the poorsst coumsiries
We bave miunaged to continue with (hat and | hope the
Governmend will continoe on those lipes. There are, ol
course, many other countries where that recomimendation
wioald be more apt to be considered.

Why o vwe meed oo give more all o developing
countries, apart from ihe morsl reasons and the need o
deal with hunger and 30 on? There are the sscurity aspects,

i
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and | shoald hawé thought that they at least might be the
ape wel aof AFLUEEnS 16 .1.|'-'|:n:uJ o the bhon, Member far
Aridlington and these ol his bon, Priesds who slure his
vigws, There i5 the stiich-in-time srgoment, which s
menioned i “Lomman Cnsis and which was
ermphasised serenzly i the firsi Brapd reporr. That is the
arpument that we are buwine bope-rerm securiny for
oirrselvies, aur chitldren il D _|.':'an|.‘|-:.'.‘1||.q.| fedi ] We Snsiee
1 pzare prosperous and equitable werld bebween nch and
poar cowmpiries and i we gt od of, of alleviate, the
abisolude posaeerty of BUC milhon of the work]' s popelation,

Thod s an investienl i security. §oo mod justily if on
et grownd, bBut ior those o7 whom 08 a8 jestillcution, |
shoald be a subsiapiinl one. Do the Government take the
sume iew abodl the puiposes of the ad - budget— thai
18, that 11 hod other than purely commencinl ends ood
himanLiean pUfposes L

In thiw cotinection, the brief refernce n “Common
Crse” o e fgeres for anms sales s shocking, Thad
world nrms expensliture has risen by 4 per cenl. in Gash
terms in bwo pears b remarkable. To osey that [\
deplogable Jeaves one lost fogd words, becawse “deplosalile™
is hardly strong enoaeh,

Mr. Clinton Davis: Obsgene?

Mr. Deakins: | thank my hon. Frieml. 1 is obicene.
Ie s & wasie of resources and one diess oot have 1o be
mlealistic and say thers should be no arms spending and oo
arns trode fo @ppreciabe the need o feverse present frends,
If we di pol antempt 1o everse them, those trends will
coatimue and arms eapenditure— am @iking baspoaly
abowi  convertlonn]  somas expendinare, oy | oam  sure
“Common  Crisie” was — will g0 on  incieasing,
purtsealoely in the Third warld.

The Fleh naions of bolly Eisl i 'West e sl o Bl
enample o the Third world by expanding ther orms
spending. What encouragerment does it give 1o any forces
in the Third wosld who feel ten increased arms spending
4 no merely molly wrong b i Il-lilii-lll:ﬂllg.' and
|:'.'|.|z'||.'|||1iq.':|J|_'.- pscnd? As the st Bromcd repart s,
e arms make makind et saler bt poorer, and that
phisase of wisdom we should all take 10 hears

We can do something as an individud] country without
calling internationsl conferences oo prome sales, We shouwl:l
he eapshle of pefting together with some of the Westem
world's other major arms sepplies W ey 0 restricl arms
fo mrens Of tenyion, pepressive diciziosships and s oo, 1o
shoulid b posaible o deaw wp o osonse  guidelines by
infematonal consensus s thal we can start on the long and
thorny poad of reducing the prms irnde wnd thereby reduce
thie pember of conventonnt arms that are babbing ascand
in the Thind worll.

We shall not hiv the aons frosde hard unless we ane
prepaced 1o see A greak expansion of collective sscurity. Lo
the "5ls, “Ols sl s collective secunty o the Thind
warld ‘outirde e NATE ares wos seen a5 a mather of
MATO-like allianoes, We hud SEATO, and CENTO in thea
Mlddl= Bast pnd s on, Al of the allinnces more or lesk
collipsed becanse {1|r_:. it ned meed the rewlibes of the
position in those aréad. In my opinfon, there s Bo
sibstitile for strengthening collective security By the
peace keéeping mechanisms of dhe Uniied Magions, It s
something 1o which | hope the Labour party, if oo other,
will rm i atention strongly when there 3 o Labous
Cinvermer
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My last point aboat the recommendutkons in “Comemon
Crisis” 15 on the subject of the Morth-Sowh diskogoe,
which has reached o inypasse, The actvon pecommerided
is that there should perhaps be another Morth-South
conference on the lines of Cancun, If these is such a
confersepce, [ feel srongly that the Prime Minister and
President Reagan should not go o it, hecause it was the
sction taken by the two major Western powers—(real
Britin and the United Siates — that did 05 moch 55
anvthing (o essure that by p leck of adequale prepaminm
and an .ilj-'.l:l'ﬂu and &3 on, Cancun was:a filure. I1 there
i m he anotker North-South summit, there toeds W be
THOCE PrepLracion.

Tl Foreign Secretary wnd the “Common Crisis ™ group
were gencrods in their praise of the Commonwenlth expent
group, The ewpert group reporied on getting the North-
-S..1u|_|: dialogue going agnin. | balieve bl we shiould pay
much mare atteation w0 the Commogwealth. 1 was
heartenied. & | am sure my hon. Friesds were, by the
Foreign Secretary’s statement that the Government were
commifted to glving much mére attention to this aspect of
the Morth-Sowh relationship. The Commonwealth s a
ugue foram owtside the United Nations. It is the ondy
regular meeting place of representatives of nch and poor
eountries ot Hend of State and Foreign Secretary level. We
shoold make much mome ase of i, | am En-::!i.lru;.zud |.'l}'
what the Foreign Secretary snid and by what the Labour
party s proposing, which is fto emsure (hal the
Commonwealth con make & grenter contribution o the
solution: of these prablems than has been the case ihe
past

The report mentions briefly development educaiion.
which is & small hobby horse of mine. The report makes
it clear that development educstion in a rich country such
a8 Girent Britain Is vital, We are ope of many OECD
coumries  that heve public funding of developmsol
edeeation. I the Gowernment’s polcy of phasing o
public funding for development edocation next April goes
uhead — 1 bope that the Foreign Secretary will whink
ahout this again — we shall then have the dreadiul
diminction of being the only QECD country that does 1
directly fund developmoen: education for its citizens, ind
fhiag would be deplorabie,

The “Conymeos Crisid” debate is oot oo soom and alyoild
st e seen o4 the only one on these issoes, The issue will
ot g0 awdy. As the repart says, time is running out fo
considered action. A Milure a1 Willizmsburg and

Belgrade, und the signs are ool auspicious, would be
disustrous. We should then be forced bisto a series of ad I
atel hasty responses 10 the growing number of finarcial,
rln|:|ri|:“:|| amid econonmie erises that w itl face mons amd I'!:H!'Itlf
[hird workd countries. One meusure of statesmanship bs
the sbility 1o asticipate problems and take approgrise
aetion in advance, The Forsign Secrelary Oy sppoecio
that, but I suspect that his colleagues do pot, We need a
Giovermmenl wha appreciie 18

Q.30 pan

Mr. Hupgh Dykes (Harmow, East): | was unfortunsaely
preveatad being present ar the cartier par of the debuie.
| pexlogise sincenely o the House for nol being here. in
fakrness © other colleagues and Opposition Members who
wish o speak, | intend to be extremely brief. It would be
singuiarly unjust to make a long speach. My absence wis
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occasiontd by unpvoiduble mestings elsewhere. [ nm sy
ghoot that, becapse [ wanied o he presend for -the
beginning of the debate .

The hon. Member for Waltham Foress (Mr, Deaking,
who i @ great expert on (ks subject, in general smd 1n
particular terms used the wonl “pragmatic” aboul the
debate. [ losk forwurd to readmg Hansard in detml
omomow Lo see whether that 8 u just description for the
debinte which is overdoe and which, from what 1 gathes
from vacious comments, has been o groal success m
outlining the nature of the crisis

[ diefer 1o others whi will lave said o great deal already
It would be wrang of me 10 be unwittingly repetitions hy
trying to go o basic and background points 2bout the
Bramdt commission exercise. Therefore, | shall restnct
myself 0 a couple of falrly shom comments bringing
(opether. some differeni sirpnds, with a refsresce @ ‘:hE
European Comsmunity and what it might do as a collecnye
by

Although 1 was not here for the earlier part of the
debate, 1 heard the commenis of my bon. Friend the
Member for Bridlington (Mr, Townend), [ hope that wlhen
I reads Hassard wemorrow he will not fiod that [ am being
unjust to him in saying that | was slighuy depressed , to sy
the leust, by some of his comments. [ da aot think that his
views would have been generully shared by Opposition
wembers or my right bon and hon, Fremcs. by hon.
Friend has an esoteric and old-fushioned view aboui the
reality of all the world aid and trade problems, and in o
machingly bopsful woy was waiting for the rmystenious,
untversal, invisible hand to s moving ad getting o
magtcal world eConpimic recovery f0ing again. Mone of us
¢can be ceriain even abowt the past in economics, and
certninly not shouot the futire: 1 seggest to my hon, Fricod
that it will ot hanpen ke tsat. Than is the (urdamental
nature of this world crisis,

1 think that hon. Members fromi all parts of the House
have slicady come 1o e conclusion in the debae that the
crisis is still getting worse. Ope of the unwise and
dangerously beguiling conclusions fhat we could reach
now — from hints from the financial contres in the
United Stmtes and 10 some extent [mom commentary bere
— ik that o Wesiern advanced CoOURITY | eConomiee
recovery Is jusé beginning, which will be the gencral
plcture, ihroughoar the West—hoth Nosth anc Soutl
and other parts of the world, 1 have my doubits whether thut
would he applicable o sdvanced countries, let alone
elsewhere

Therme =re ominous sizns of mass siarvation, We have
seen them in many terriorics, not only in Africa. [ repeal
that urgent sction meeds 10 bhe faken, samiog with &
concertad, derermined and ruthbess drive 10 secure world
eronomie recovery and more aid for the und:ﬂc-.n:ing.:d
countries. This could begin at Williamsburg and be carried
om ut the next UNCTAD conference. [ those opporfunitics
are not seized, us bon. Members will have undoubisdly
said, including the bon. Member for Waltham Forest, we
are in for 3 met woettl situation in the whele workd and
there will be reul despair in some of the undeveloped and
less developed countries,

Somne hon, Members will have already referned o the
A being under severe pressure. That is one areda in which
o turp-around of atitedes by (he sdvanced countnes thal
huve 10 be the leaders in this exerclse will come- | share
the gloom sbowt the insdoquate Lnited States beadership,
The chemistry of thinking in the United Smies seems 10 be
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bebiind the tmes for whith is geeded, As we know Tull well,
in the past the efforts of the Sovear Limen wnd the Eastern
Bloc have been disgmogiully inndequaie, They bave mde
e abbempl w conmibate significant nd o underdeveloped
countries in any measumble termsiothar than the fghtly-
conrecied political-milinry aid that they give oty m
cresabe foreign sufrips beyond the Eastern bloc—ofien
withowt success, [ om plaad o sy

The lead most come from the Lnied States. 1f the
United Stafes does not give & lead, perhaps it must be
prompied by the Eoropean Comimunity. One does mot have
to be o Edro-fanstic—an epithet thar is occagionally
hurded peross the Chamber—io belicve that the EC con
miike 8 sipnificant concensd comribation, Ths means o
oumber of differest things, [ believe that it means an
cxpansion of the 1otal BC budpet as soon a8 we can gel ii.
That may mean, mechanistically, that in doe courss | per
ceit, VAT cellings have o be penctrated. | would acoept
that, hecause | regard the significant expansion of the BC
bedger a5 o step on the path of increasing development aid
fronn the BEC as well, In perceniage and absolute terms, a
very small amount of money comes. from the BC busdger
for direct aid. The EC has ned obly a moral obligstion but
ples an imporiant practical politeal obligation 1o take
collecfive actiim—over aml phove the provision o
bilaterd awl by each member  Slale—by more  than
doubling i the immediate Dibwre the size of the |mtest
development fund,

Them are preciical sspects o the muatier which are
remote from the so-called romampée—romance is hasdly
the right word, but that is-how some people view i—of
Eiving more aid tothe prderdeveloped countries., If the EC
crpands its ald, it will bove o0 provide much greaner
practical checks on the way in which its nid funds are used
in the underdeveloped countries. [ is @ sad realiny that the
Community's checks ond controls, and ihe way in which
its afficials go to the coumries invoelved to monitor the vse
off the rmeaney, are less wdeguate mnd less experiemced than
those of the other international agenies, | therefore hope
that the Comepundy wall take maore advice, Al the
moment, especially in Africa, it bs difficelt o stop much
of the money being channelled cormupily imto the wiong
husids and ending op i secoal accoants b Switserlind and
elsewhere. Any reading ol The repestts of the coun of
pudivors of 1he Commuonity will show that that is all o
sadly true

In b alae time for the Community to reoch a whole serics
of pew commaodity agreements with underdeveloped and
less developed countries, together with-other infermutions!
hadies aned (he member countries of the OECD.

1 should wlso like the European Investment Bank 1o
gxpand Both s Emms pnd ericles amd the  amoomt of
money that |t can put into projects in the. underdevelnped
couniries. That is & very comtroversinl matter und it could
ot possthly. be done under the existing amicles and the
constintion of the BIB. It would be o lopg-term project.
Oreer the next fow years [ would Hike 1o see some change
in the oaure of the EIB, T would sccepd thae charpe with
erthusiasm =5 & wiay  of Tn..ll-r'mE an pdditional BEC
contribition to' helping underdeveloped countries

I alson hl.'lPB that the B well v |.'I.='|-|.-.|1'|'| ihe ]-_",|_1|';|.|'|4:-n|1
Expon Bank—that as yet unfourded institution thal was
& stunning ides abowt five or six years apo but then
mysferiously. disappesnesd from the sceps. [t would be o
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specific mstroment ond institation, separe from the EIB
ind the development fund, set up specifically with the aim
of providing both the finance and the insurnnee cover for
turnkey projects of o major size. Projects would have 1o
be of o mininmm threshadd size to qualify, The figures in
the plon of six years ago nre now . of course, out of date,
There were 1o be umkey controcts botween two or more
member stafes, through private contractors, semi-pablic or
fully pabdic agencies. bof  mainly  themigh  privase
companies. | am thimXing primarily of the Middle East; it
it could easily be done putside thar srea of the world by
the European Export Bank. The orlginal klea was to have
S50 millloa of permasent capiml. Thay would now be
pitifully insdequate, but 1 hops that the Cosnmisaton will
feturn e the proposal over the aest few years, I woowld,
of course, take somes tims o re-estabtish i1 as the previous
dossbzr has become s out of dae,

I hope that those points will coniribuie o the debse.
The Brands report itself ofien refers only togentially o the
B, being far more copcerned with the totnl world effort,
The world is crying out for dramatic and positive
bradershup from the Linited States, with o mnjor updating
in i far greater scale of the old Marshall plan sl wll tha
il roesnd el oady lon the recovery of & devasied Europe bat
for the less developed countries due (o the repercussive
eflects of all the paymens and ccopemic outpwl
pecasiomed by at. When thot leadership i= provided by the
Llared States through the imernationa]l bodies. the [MB
andl thie World Bank, we shall be set fair io bring resewed
hope to the undendeveloped countriss where despair is the
grider of the day. ntil thor time, owever, the BC st
provide a lead both psychologically and internationally,

9.4] pm

Mr. Tom Clarke { Coatheidoe and Adslnier The aon.
Member tor Horrow, Enst (Me, Dykesd) resiored much-
neaded  boalonce to the debate and o the Conservalive
comribution after the speech of the bhon, Member [or
Eridtingmn (Bl TU"\-'l-I'.tnL':I. The d=bote oy been .|'!1|.I.i:|1]:|-'
constructive and helpfol — the kind of dehate that a
common crisis invites und which the people of this couniry
wonld expect of us, The right hon. Member for Silcup
(M, Heath) made a nodable confribution. 1 regret that the
spirit of his speech today and his contribution 1o the repart
seems not i be widely shared by Conservative Members,
The House nnd the country ure the poorer for that.

[ do nod wish Wy become invoalved dn party political
argumends; bl 1 deprecate the refersaces (o my righs ho,
Friend the Member for Leeds, Bast (Mr.  Heabey),
gapecially by the bon. Member {or Invermoss (dir.
Johnston), the right hon, Member for Daventry (M.
Préntice) and, o my . greol surprise, by the hon, Member
for Hemfosd and Seevensge (Mp. Wells). The hon.
Member for Invernes has supported Labonr Covernments
on muny occaslons and ke clght hon,  Member for
Craventry wies o Laboar Mindster, s neither is 10 @ position
o fndulge i the moml ndignation that they expressed
today a5 they buve & greater responaibility For the records
of Labour Governiments in the past than mary serving
Labour Memiberg

Mamy people will be disappointed o the Forelgn
Secretury s renponse. The dght hon, Member for Daventry
sumpdrised o wideapread feeling when be said, afier ibe
Foreign Secretary bhod lefi, that t was ynaccepishle to tulk
phout the Fathtoming confersnoes ut Willinmaburg and,
presiemably, Belgrsde and io divorce the Brondi reporn
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from any discussions that might wke place. That was the
impression given by the Poreign Secretary's speech and 1
peetied as absurd ad Emest Bevin arguing that cne could
creaie the welfore stute bt [oreet aboot Beveridge,
becaose ther s & meicvanee there thar we |gnofe ar our
peril,

The problesns that hove been discussad, the problems
of cversead development and of massive povery concerm
people, Jus as the repon is relovant w the probiems of
Bradsh people, the type of soffering which 13 being
enclured in muany paris of te world and is melevant to the
Brmndt report k= worhy of oor consideration. Successive
Governmerts, whethes Copservative or Laboor, do mod
hove an outstandingly pood record on overscas aid
Howeser, sl §% not an excuse for doing nothing or
prending that one s only 10 score pany potifical ponis
o influence people who have comsidered the subject
serimaly

The Brapdi repom calls our attention et ondy o the
vita! lsswee of overseas aid but 1o other impoTtant matlers
such ay development and the Third world banking system.,
Only on Thursday the House heard from the Prame
Minkster how, if Bataly fefused w0 contribute to the
Grovernment af Argentina, in the bnowledae 1hat such
Iosares will b wsed v by sems, e world bapking sy siem
would be in donger of collapse. I thet @5 50, the world
banking system b gxtremely fraglle, and dangerous in
terms of world pesce. It thereford deserves our
consiclemiion

The Brandt report is also about the problems of
dizarmament, They are a3 relevant (o the Thind workd as
elsewhere, especinlly when, in the face of such poverty as
hus been menfioned foday, countries such &5 Indin and
Pakistun ame, remarkably, involving themselves in the
productim of nuckar weapons which can do o gl 0
thekr copntries, the Thind word or the universe. The repon
5 also mbout making the best possible uvse of energy
resources, whether that be oil, gas. conl, solar power or
wind power, The repoit is also ahout making & far beter
kb of distributing our food in o world which produces
mare than enough for evervone bul yet in which 50000
children die of starvation every day . We should solve those
problemis, wot only because it is in our mismesis o do 5o
bul because i js morally right. The report i dlso abouat
trade. [ shall quate 4 pant of “Common Crisis” which s
relewant not only to this debate bot to the problems b my
consthinency—

“wriibour wide recognition and suppon from overy sphede—
glotial, reglonal amd, evpecially st local levely—our proposals
will have laile impoet.”

I ke this opperiumiy, wilhont apoloptaing 10 the
House — [ do pot believe that o wodld expect such
reficopce — 0 mentlon (he  sieel indusiry in my
constitnency, s represented by the Calder (ube works.
The men there have alrepdy supplied an ardes for mbes w
Migerla ond bave been invited 1o consider producing
anocher. That would give them six months’ werk and
provide tubes for the Ochogho—Ede project (n MNigeria.
It & pminently sensible for the Mimsier lor Dverseas
Development ond the Seorciary of State Tor Industry o
gecept that much good con come o Britain and my
constitusnly in that way and that jobs ¢an be provided and
maintained In oo way which is consistent with the basic
themie of the Brandi report. In that way, we cun belp solve
the problems-of Third world countries such as Nigeria.
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Unlike some of the speeches that have been made
todoy, the response of the British public 10 the concepd
contained in U two Brandt reposts hos been profound. We
sww thot whan 10,00 people lobbied the House pnd in the
response by such distinguished people as the Archbishop
of Camferbury, With all due respoct to-the bon. Member
for Bridlington, as far as | am avare, the Archbishop of
Canterbury has not yet applied for membership of the
Militpnt Tendepey. At o meeting & few months ago which
T and ke hon, Member for Enficld. Nomh (Mr Eggnr)
ancnsded, the Archbishop of Canterbury went miuch further
thian wny of my hon, Friends and said:

] boid forwapd 10 the doy when, theoagh the effoms of those
who mek o aopse the public conscisnce, O¥ErRCas 01X hecomes
an clection lssue,”

I ihai becomes the cass, the British pubiic will look for
a better response (han they may feel they have recelved in
wmight's debate, The Archbishop was also right o nemind
s that for i lewst hall e popalmion of the planet the
workl 5 & bleak place. He was right 1o tell us of the
indlictment on us as @ society of the more than 300 million
people who, in the words of Robert MeNamirs, are
“living |n situaticns 50 deprived s o be below asy rtinoal
defimiton of human decensy .

The Archbishop looked forward to the speech b be
made by the Foréign Secretary o few weeks later on 7
Diecember, But he most hove heen disaapointed by it The
Foeelgn Secretary’s speech today sounded enthusisstic
compared with the coe that be made that day, He said:

=il s nlso i aroyof rnnrign pl'.l".il.':-' i ot the |"'II|IF.E.1.| I:I.DJ

eimdinle wenses, [t serves s diplocnathe purpose of promotmg
teticr melalwens, It promotes commercial inleress,
The Foreign Secretary’s approach lacks idealism. 1 recall
a5 o voung Socialist amending my first anrmnl eonference
of the Labour party, which was also the list conference
addressad by Apsurin Bevan, who mode the profound
stalermen:

*The burdens of public odtice are for oo beavy 1o be ome
for triwinl emds.”

As the Foreign Secretary und his colleaguess address those
probieos and look forwand to the confefencey, they should
remind themaelves of thoss words,

The problems thus we face should induce modesty on
our part, We canpet, a5 some bon, Members have done
toplght, criticise Thind world coontries  when  our
premphoyment & ot its presem onaccepable level. Inhe
EC unempkoyment i5 1 -5 million, in the United Statea 1t
i6 123 million mnd in the OBECD countrics #-is 30 million.
We might have been successful in exporting militarism to
Third world couniries, but | doubt whether, despite all the
plens thut we have heard thix evening, we shall succesd in
exparriing: menetarism, Why should we?

“Common Crisis" wis fght to call {oe the political fole
to restore growth to Noah and South. 1t ks difficuls for the
developing countries to organise their domestic economies
when commodity: prices ane fallmg rapidly and oil prices
are ipcrcasing mapicly. Thit |3 where Britin and the
Western world hus a rele to play, The British Government
went to the Mexican summit bo represent the Britich people
withowt meaningful plans. The thousands who lobbied he
House, and millions mone. will expect more mngible
proposdls af Willinmsburg and (hereaiter. Brapdtl argucs
for dislogue, and rightly o, but even dialogue becomes
meéaningless in the absence of constractive proposals.
Britain a5 vel agaim o great chance at Williamsbuarg, so-let
us be serious in our efforts fo provide o meaningful
framework for megotiations by offering real proposals o
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reformi the world banking system. o improve our trode
links, 1w consider the possibllity of stabilising commodity
prices and exchanee rafes, and 1o selnowledee the gap of
S05  billion berwesn be resources that Third woerld
countries can obrain and what they peed, Above all, we
shouldd endocse the view of “Common Crisis™ that militory
expenditure s very much more o part of the world’s
cocnomic problems than it is i solution,

Wi are bn 8 aplendid posithon o invile b new initistive.
The United Kingdom i well placed 1o co-ordinare action,
becawse of our links with the BC, the Commoneeith snsd
with Morsth Africa. 1ois right for us, for sur economy , for
oalr - incdustey and for the Third wordd o do so if ooly
secause it is ome of the gbsurdities of our rime that in an
ape where e are (hese missive problems of world
poverty,. men, mils and mechinery in this country and in
the Westarn world areé standing ke, Our challenges 14 10
have the moral and pelitical courage 1o geek solutions 1o
ihe prohilcins thal present s greater threat o peace than any
oabier copsideration, and tme 15 w8 on our slde

In comrmon with ngh hon. and hon. Fremds | ay
fribute o Willy Brondt and to the might hon, Member for
Sideup, In his introduction w0 “Common Crisis™ Willy
Bramd! says:

“Evary fwe scoomds of this year @ child will dic of bunger of
diisemae. Al no sloristee cun express whal i1 86 0ose gvan one
el die o soe e pheomprehesding pamic in oyes wihich
are @il the clear snd locld eves of a chlld” . . | A bew cenlury
ewars; i Wik (E ihe prospecis of o new eivilisation, Coolsd we
oL Begin 1o 6y 1 Bagls (i thal S DoOmMEUnILY with readchnhke
relations amsong all peoplc and netions, and oo balld a wordd in
wheeh sharing. juitice. [esdoim. and pesce might pravadl?

I feel that the House and country will give a pogitive
response to that guestion amd to “Common Crisis”™,

.57 pm

Mr. Anthony Besumont-Dark (Biminghem, Selly
Ouk) We hove now had, | om glad to say, four debates
on this subject smee belore Chrisfmas and mors and more
we have had them o what most people wanld call &
respectable time instead of in the small hours of the
morning, This debsae does greal credit o those bon,
Members who wanted to discuss this excellent but brove
btk catled "Comman Crizis”, which i the second Brandt
P,

The one poing the: emarges from the debate—there is
mhing worse than hon. Member ropenting each other
fme gnd again. but shis s imponant—Is o0r comnaog
recopnitbon in the Western waorld that, however deep the
problems we think we have and hoveever much we say that
we have npempioyment and what we call poverny, our
problems are nog as bed a5 those of others, As | said in
aptither debate, what we call poverty those who are in
poverty call riches. In the Western waorld, if we have the
will i help we have the meais. 'We need w know pol
whethor we have enoupgh will o make the elfon bl
whether we bave enough will o make the saccifice
imvolved. In the Western world we have the two swsentials
fior o gowd life—no- man or his fomily oeed genuinely
fear the knock on the door and the imerruption of his
freedom: ard mo man of his family have to fear the
dewring of o new day and the hunger thaf it will bang

Anybady who has travelled in the Canblean will have
seen whet mre calledl the play spots of the world. I one
scrafches @ Litthe way below the surface, there is -much
poverty aned despuir; I one sees films on elevision abowi
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south Americon countries and the wonders of thelr anclen
puins, one-should bear in mind the grest problem, and one
of the greatest evils in sooth: America, thal more peoqe
die there from starvation than died in the stom bombings
aboui which everybody s so keen to talk,

Miny of ws go e Aldcs. We see the wild-life amd sodme
af the other wonders (hat civilised 5od prosperous man s
able 1o see, ved atall in the countres of Afeice——

It being Tan o' cfoek, the debale sioexl adiourned,

BUSINESS OF THE HOUSE
Clrdered,
That, st thie day”s mitting, the Motion in the nace of 1 Prims

Minmster for ibe Adpournment of the House may be provesde:d
with, though opposed, umil Twelve o aloek-—{Mr. Long. |

Mr. Besumdmi-Dork: Mamy people go o coundries in
Africa, us | have, to see the wonder of the wild-life, but
we have oaly b0 move a linde way off the track of wheat s
callad civilised entermainmant 1o see that whal we call
poverty I8 mepanded as nches o those eoundries,

The Western world, of which Britain iz part, hos o
decide whether il 5 0o o on and o0, with one Brand? repart
alter anadhier, oo debate after another in this Hodse and
in the United Notions, apd one pioes resoluton ufier
anoather, or whether, because i has the means, it hos also
the will to do what is neceasary,

It ‘wus suggested that lower commodity prices will Tuel
gusterity, Thai is nomsense. As [ said m awsber debote i
this Houwse, lower |:41r||||||'u5|:}' Fﬂ-‘jl:ﬂ iy FEin lover
inflation for u=. but they mean despair for those Wi have
to produce the commedities. The more our fnflution b
i helped, the mome the despoir of those who lave only
thielr commodities to sell 15 incrzosed,

The 'I'rr.a::mrl..' and Civil Serviee Committes, of which
1 Bl the homowr 0 be g membes. prodoced an eardy repont
an e infernational menstary problem becasse  the
Commimes el that the shuation was of sach graviev. The
crisiy ionob confined o the wsleveloped wordd or (he
developing world. The fingoeial crisis, which could come
unless matters e hiandled witl care, concern and comnmoen
panve, could epvelop not ust the undevelopsd world but
all of us,

To many of G5, Brezl and Mexieo ae ool really
developing countries but countries  with  tremendous
chances of prosperity. Yet, us my right hon, Friedd the
Member for Sideup (Mr. Heath) suid, many of the United
States banks have aboul nine times their shand capital Ged
up in whal one bopes are the empomry prohlems of
Mexico, Braril, and other countries of South Amernicn
There pre ap present 40 developing countries in touhle;
and M members of the IME have toables of thewr own in
dlizba AETVICTRE,

The Select Commirtee's repor, on page xvi, shows tha
the total debs of the developing countrizs has risen [rom
563 billkon in 1971 o aboat S646 hillion mday. Unless the
so-called Western and civilised pant of the world s willing
to ackle the problems and nccept th scrifices which roust
be made, there Is no way in which the countrbes which
hove bomrewed all those millions of dullers can bave any
hope of paying even the servicing cosis, et alone repaying
the capital

This s the third debate on this subject in which 1 have
imervened. I do so becauss they gre interestingg and ieeful
to the extend that they help oo foses sur attention and tht
of our ponstiments by means of he Gide atigation b e
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subject b5 given in the press, This is @ comomen crisis, as
this excellent document soys, but it will not go wway. It
will nol o dway becanse we debnte it todny and then say
“Was it nob oosplendid detsate and did not &5 el 50 moke
n lovely speech? Was it no-all rether good and do nod |
feel mose pune for having ken pa inief §ehiok 1 shall
now have a booge Scooch."— which is alwoys o pod
Mg, BOYWAY,

The problem will pe go away because we debaie it We
cannot tarn soil o fenibe Tand stinply by wishing it were
s0. We cannol tiem debis inbecredits and people’s despoir
intor drEnms becnuse wa say World it nod Be o 2ood idea’”
In each imexomble year that has passed good and Kind
speeches have been made, ver people’s debts have risen
ansl nothing bas been done abotr them. It may well be thot
s will nise pext yea ||j. another modest S100 billkan
so thot we can make the ssoe speeches apnin. But the
longer one puts off solving the probliesn of what 1o do about
thinse o whoan money has been keat bat who lsave no bope
of :'r._-|_'|u],'i|:||_: it becarsa ol iher problems and nesd Tor maore
help, the jess chance we have of solving it

[ ke fitthe comtbor when the president of rhe World
Bank has-to criticise his Government because of their luck
of willingness o fund the IDA by anether milserable 18
Billion. We are talking not about 518 billion but about the
world's peed o find, by some mepns or other, the
willingness o make some of the sacrifices that we shall all
hoive fo make. It B in our interests not fo see the Bradils;
Mexicos, Paives; Melis and Renyas po inder, 1815 -0 g
inkerests 1o make the necessary short-term painful ool
AdRERICALE.

I imtervens, as [ sald, becouse speeches, os Murse
Cauvell suid abowl patgotism belore she was shwst, mre mol
enoiagh. i is pot enough for ds to say hal we mis i
samething. The peed to do somaihing = wow because
people are starving and the greaies tyranny thal monkind
faces in g world of temnny 5 that of hunager, That s whs
the Brundt report and debites such 48 (his are about when
they ame stripped donwi, They nre obwmit whetldr we care
that tens of thousands of people siarve 1o death a day. 1IF
we do care, the Westem world hus the means [0 provenl
iL Tt ds we who have to give the people Wik put us bere
the will, Uinbess we tire willing to o thot, debaélzs soch as
this are just deboses and we could be at home In cur beds.

Several Hon. Members pose——

Mr. Speuker; Opler, Before | call the pext hon.
Member, 1 should 1el the House thar it 5 anticipated thnt
the wind-up wpeeches will begin o 11 o'clock, Four
Lobour Members and one Congervative Member e
waiting o spenk and T hope thit 1 shall be ahle ool them
ali; becanse most of theém o heve been sliing here
throwghout the deba

0.8 pro

Mr. Clinlon Davies (Hackney, Cepsal): The Hooss
will have listensd 0 (he hon, Member for Birminghaim,
Selly ik (Mr. Beaumoni-Darky with great inberest. He
spoke eloguently aml with grest comceen for the problems
ol the hungry world, as be hos dope before. He is fght to
sy [hal sction i requiied, ot words, It is anxeety about
that which meny hosn. Members have Bl when
guestioning (he Government’s setions, He wpoke with
movlig eloquence which wos in stark contmst g0 thal of
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the Foreign Secretary, and mone particuborly, o thet of his
hon. Friend the Member for Bridlington {Mr. Townend),
who mode a therouphly mean-minded speech,

[ was concerned when the Foreign Secnetary said, in bis
opening remarks, that a crucial prereguisite Tor a1d was
that the proposed recipient must follow sound Bhbocial
policses, but ssund by whose standards? Arse the standands
those of this Government or of e Unied Stares
Covernment, or are the recipiems peguired e follow the
political policies that this Government, and eapecally the
Uniped Susies Government consider accepahle? 1 Hiwsazare
my concern by & recem wisdl thid | meade o ceatral
Americe, capecially 1o Micoragus, where, regretiably, the
CGovernmant in so many respects ssek o ape the policies
of the Unitad Stutes. 1 engirely ngree with my hon, Friend
the Member for Walsham Forest (Mr. Deéaking) sl in an
area of sach dereliction it s grotesque thar arms should be
piied up o the messure of obscenily thid pecurs al present

A tragedy of the Central American posithon i that the
Britiah Cloversment decided unitatecally tm sabomge an BC
aidl progromme for Nicamgua, presumably at the behest of
ihe Rengon -Adninissration. It is inletesting 1o observe the
redons that have been atiributed for that sction, by the
Foreign Office in & lener o my right hon, and learned
Friend the Membes fos Dulwich (Mr. 5ilkin), the fommer
Aftomey-Oeperl, on 12 November, The Minisier of Stute
el

SOkt oefiral Americon coundnes are betler Dming Doe
scliliticnal ald v3 the area”

[ wonder which countries he means—El Salvador or
Guatemals? What aid progrsmnes have the Govermmem
lsunched in thar pan: of the world?

The Minister of Siie wenl on o &8y,

*The Dowernoocnl of MNicorhgis anpenrs to give low priomsy

i using resources for socinl and economic dovelmpnent”.
[ wish to esinblish that that observetion, from whot [ sew,
i5 wholly unfounded ond thet the record of Micuragun in
these respects compares more Than fevonrabiy with that of
imy other counery that T visked i Cenral America.

The Miniser of Swte wenl on 10 &AY:

“The Micarspiess (kvermmmenl has imposed curhs on civil
rights and is 10 b eondemesd for Ms weatment of mmosaes.”

As Britain docs pot have full diplomatie representation
in Micaragus, perhaps thai icurs for us the penaly of
listening 10 or even believing what we are told by the Stwe
Department in its limny of deceii i the position in
Mhcaragog.

Nid Jomg ago vice-president Bush was allcging
Nigaragua led the Central American leugue for breaches
of “human. rights. 1 gether that there have been 20
disappeurinces in Nicaragua during the past year bat that
is mitigored by the fact that 15 of those whe disappeared
suddenly reappeared. Contrast that to the pesition in El
Salvador st Chmtersaln, where there ore aboul 3.AKK)
disappearunces o vear and counthess deaths, yel ese
couniries gualify for both economibe and mdfitary i from
the Uinited States

The Government refer o the Miskito Indinns and their
conditions. Tt is a difficull preflem fcing most indigenoas
peaple. Dur group was able to converse freely with people
im the setilement of Sohaa, which hos a popaintion of 2,700
Miskito Infimns, The group was not sccompanied on thit
occasion by any Oovermment spy, Those people had héen
moved 1o thil area because of the problems on the borders,
kecanse of the incursions from Honturns, They did not
like the wiy that they were treated initadly by the
Micarapuan Governmend, of being moved, and many
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wished o setum - the ploces from which they came, They
recognised, bowever, that the Governmenl were tying
hard, They had proviled them wadth well-bullc wooden
houses, rather close Iny:lh-:r ard lawd ooy somewhal
unimaginairvely, but piped water and electricity wene soon
iy b provided, The inhabitants of that ares, many of
whom said that they would be lheppy o return,
neventheless snid thot the stories of decimusion of their
people that had been widely disseminated by Washingion,
essenbially representisd @i uniruth, Cemainky, what we saw
did not bave the stmosphere of a cotcentration camp,
There were no guards or fences. What we did see, a shori
distance pway, was a smiall detschment of militie guarding
a river bridge and | Sopped us,

The Sandamistas odmit thetr pasi pisgakes in the
freptmeent  of the Miskios, pacicularly ctheir  eardy
clumsisess 1o :!-r:ulmE with @ sensiitve, ndigEnons
mitiafaty. They Bave thed 10 COMPEREAEDE 11 SO Way for
the pain of enforced removal by providing good living
comditions, | bave oo rasen (o beleve ibat they wall
change thut nctitode, That, | beliene, 15 nlso the view of
the hon. Member for Sevencaks (Mr. Wolfson) and Losd
Chitnis who accompanied me

[ am not saying that we can give Nicorngus uogundified
praiss. Thare are many political developments them, o
say the lesst, that are somewhat offensive. Haoving said
that, there is no doubi that the Micaragean Goverronent
have in many respects performed impressively. They have
dong 5o despite @ stare of emergency imposed as o resoll
af wel-amped Counter-revolutionaries, supported - by
United Stwtes fnpnce and weapons, who have been
leading incursiens imo Micamgua from Horduras and are
causing greai wouble, They have done s despite o
substantial programme of covent aid from the United Stafes
—pnow epproximating o some 53 million—which
becomlng less and less coverl as day follows day. They
have done so despite the isalstion of Micampgua by the
LUlnited States,

Evidently, the United States believes that Micarapua is
beyemd the pale, and the effect of its palicies ia 1o drive
Micarnpua [nexorably into the orms of the Cubans and the
Sovict Undon. The Micaraguan Government's - achieve-
meznty fave besn mide also in the Gice of te effects of the
world recession and the heayy losses cansed by floods and
drought.

It 5 well o rermerpber thal i 35 not pach more than
three vedrs ago that that Gliovernment nheried & quuniry
g Fllfis, Wikl S0 (N H||:.:||1|H|.u|:'|1 Killesd i the civil wiar
pnd phyvsbcal damage estimated 51 5481 million, The
Treasury was seoured by Somoes, leaving only 53 million
behirad, They inhemied the most emilying shorage of
forelegn exclunge. Somoes hod alsoindulged ina scorcled
earth policy, which decimaed the countey’s  industry,
Micaragun was saddied with & foreign dedr of 51 -6 billion,
pecumlEed from msspem (oreign [oans which the new
Chovernmnicnt  hawe been  dockfully  mepaving. after a
successful rencgodintion. That |5 far more thar most ofhes
couptries in the area can possibly ¢laim,

Ler me brizfly outline some of the develspmens thut
we saw. The Micarmgumn Govermment lave clearly
subritnntiably improved the health of the people, their
education ond the hiving standards of the very poor, They
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hove midle & mdjor siiock on n..'k:l.l:.illg ufy waer :iU|II|'.I|it'F,
which [or oo ]|:||_'|F Wwere impun mul (mf L lErrifying
ditease,

Ancther asset that they possess, which many other
couniries do not have, 18 an ah:i||1'_|.' 10 geterkle '-.'|.'||I.l|'_1&J'[,-'
efforr. The pdult education pragraemme that inllowead a
literacy crusade in 980 would cost iwice &5 much if i
relied on paid teachers mther thin on the veluniees
mstmuctors who lead the edecation collectives— groups
of six i 10 adulis who are working bowards the squivalent
of A certificaie of primary edecation

Abour 148 ) adules are énsalled in the edication
crfllectives. The instnictors are noi more highly educiated,
bt they are people who showed greater aptitude and
enthusiasm during the leracy crussde in 1980, They s
pow  undergoing spovial inbepsive raining imtended to
cover [our vears of primary educetion in one vear. A
stmitlar giniaton exiss in relation o kealth. That is ino@
country enduring grinding poverty which is not being
supporied by Her Majesty's Governanent,

The country 15 also engaged in dn  mmpressive
programme of land reform. [o-strictly economic terms the
Nicaragean Govemment are behaving in an orthodox
fushion, trying fo boost exports angd hodding down mports
of luxuries. The president of the Central Bamk told 0% that
the Government infended o madnfalbt the preseat division
between the private and poblic secions of the ecoaxany 84
& per cent. to 40 per cenl.

Where Nicaragua differs from jts neighbours is in i
eiforts to maimtain minimum lving standards for the poor.
That has led o the impedition of nostercy measires
incloding the restriction of mnpors. which have a greater
effect on people in the higher income groups wheo ane
cenuinly dissntisfed,

Where the British Govermment have sabotaged, Oxfam
and Christhan Aid have penerously provided help, | pay
tribute po them both. We should bé heipsng, We should ba
helping #o reduce iension by doimg evervthing possible 13
curb the setivides of amed groops Opemtng. fmmn
Honduras. We should be frying to persuade the Hoduras
apdd  MNicarspus Governmenls o engage i bilsderal
discusslens to reduce tension on the border.

We should be trying to persunde the inited States 10
see  somie sende im recopnising that by beleagiering
Micarapua it 5 driving that country into the prms of Cuba
and the Soviet Unlon, beécause these is o other incans of
support. We showld be rryving 1o mesurmsct the BEC uid
programme which we sabomged. 5o moch sull pesds o
be done. The will (o do i exises, There is the will o help
thee poor. That exiate b ahundones.

Hritain and i1s Buropean partpers lave a major role o
play. We do not share (he nece history of downiieation anid
imlervention i Latin Ameica which codowrs the relations
barween the nited States amd Lot Amerben, | am kappy
b say thar we do ool, and should e, see everyihing in
terma of on Easi-West conlliot, The conflic arises
primarily through the peoblemy which afflict so many pans
ol the Thied world—ysms peverty, ErMesgue meguntiny,
bunpger snd discase. These constitule & constam threat e
peace and sshility

10.22 pm

Mr. Mm Lester (Beestony: 1 15 a pleasure to follow he
van. Member for Hackeey, Centrad (Mr Duvizs). He will
wnderstand that | canrmod match bis expericiices in Central
Amerca, but sorme of the facs thil be gave 0 the House
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confirm the  Select Commines view of that pae of the
workd. .| have enjoved lisiening 1o mony spesches fmom
bty sicles of the Howse. [ enjyed in pamticular the speech
by the homn. Member for Walthnm Forest (M. Deakins;
who argued in & reasonsd way and gave the House
valuable additional facts. My speech will ot echo all tha
he said, but it will some of it

I vin heom, Members who thanked the Foreign Secretary
for opening the debale, We ane graseful to him, because
it reflects the importance that he atlaches o this
inbernationel debsie.

by right hon. Friend said that whether we like it or nod,
the world is ioterdependent, which affects relationships
throughout the workd. Some of us like thal, Some of ua
have & sense of positive responsibality fior other parts of the
world and a sense of positive identification with péoples
in all parts of the world, althoogh o necessarily with thetr
Governments, We cnrlaiu]}l have @ sense of criteria |;|:.'
winich we can judge the problems of the world, the degree
of those problems and the desire o influssce events so that
mnny moee peaple have the chones of the pood [ife. [ shall
oot go infe the moral arpuments, but they are stropg within
the House and owstside, It is that positive approach that 1
Wil 10 enoouTige,

There nre others, hke my hon, Frend tbhe Meinber for
Brdliogton (Mr. Townemi), who do not like the focy that
we live in an loterdependent  woeld  witlh  all i
rélatinnships advancing one on another, He suggested that
o commindity prices help to defeat inflation, yet be docs
ot want to see people dying from starvation, That |5 40
elementary g conflict that ore is fed o wondér how he eves
cume 1o such a contlosion, Pechaps be believes in
monedary theory and the Maolthissian principle.

Yhen we consider the programmes of clange that
“Common Crisis™ calls for, we must realise that we face
o problem with some of our constituents and some of oar
colleagues, One of the problems s the complexity of
ap=ncies and the lingo of the aid propromme. In o previeos
incarmation, us Under-Secretury ol State for Employment,
T becume Temillar with seronyms sush as YOP, STEP, sl
CEP, but they pale inio insignificance when compared
with those that form pan of the ad programme and e
developing world. However, the siles of the first Brumdt
repott and “Commen Crisis™ show o much wider interest
in Brtuin snd in other countries than many would have us
belizve.

I auppor entirely the speech mude by my rdght hon.
Friend the Member for Sidoup (Mr. Heath), who gave us
o bollinm anelysis and saggessed positive ways tn which
we conld do something. [ support his call to my dght bon.
Friend for skilled miiafives from probably ihe most
experienced team in the developed word in mowving
forward o “Common Crgis”, Labour Members have
talked about & change of tone in the Government. My dghi
bon, and hon. Freads have mlked sbout political wilk—
I think that we kave the pecessany political will in - our
tenmi. My mght hon, and lewmed Friend the Chaoncellor of
the . Exchequer has been widely pralsed by independent
people’ for his commitment o aid. They have rightly
sppporied his sction on the guow as chalrman of the IMF
interim comumittee. Few who know him well would dowbi
ihat be has as greal o commitment as anyone in the
Chamibes,

4
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My rlght how, Friend the Forelgn Secretary made 2
pokitive speech and is not o wloach m tvese mstters, When
be sddressed the Roval Commonwezlth Society recently
he sadd:

“Clo-onerstion b4 easer 11 mfk absum than m schieve, Buor i
WHE BIVED MOfE LRpafiong then moea, ™
There 15 no question sboul the commitment of my nght
hon. Friend the Miniser of Siate, who has already
eqtabhished his mteresn in o and dersonsirated the EDErEY
with which be pursies (i My righe hon. Friend the Primie
Minister, wls 5 npow a senior Western leader, 18 in &
position 1o being influence 10 bear on Preasdent Heagan.
She is being-asked by many to do thar at the Willismsburg
conference, und I hope that those wha have already written
it off’ as a ten party or o wisted exercise will he shown o
be wrong. My nghi hen. Frend 18 a capable s energets:
lody and 1 pm sure thac she s capnble of springing a
surprise, even on this isswse. | bope that something will
cmerge from the Willlmmsburg conference that is very
muoch stronper than tea.

[ support the view of my right hon. Friend the Member
for Daventry {Mr, Prentice} that it seems impossible w
discuss world economic order ai Williamsbarg without
discussing the second Brandr reporr st the same rime. 1ois
clear that they are badlvisible, 1 suppornt his: conuments
abwil what we can do individually or collectively o
ifluence our eclleagues in Congress and n the Sesate,

The hon, Member for Waltham Forest brought oot
some inieresting Mmets about the proportion of aid. 1t is a
canse of sadness (o those who support the United States
and many of its citizens that it seems o be very much the
ol man cut oo this issue, We shoukd miss no opportanaty
i tell our friends in thot country that they aboeld ot
undérestimate  our sense  of soerow b the  prowing
isclofionism ihat we sse in their couniry by the ndoption
of its pressat stisude.

Brondy 2 does nod replace Brandt |, paniculasly in the
UnpOLANE urees of water, healil and food prodoction. That
hightights the contimied impomance of development aid
and [ welcome the fact thut the Government have increased
it and are continuing to do so in the current Estimates, The
Ciewemment rightly concentrats their and on the poarest
nations, saying—and this is proven by the fgures—ihat
rwo-thirds of our wid = going 10 the peorest oations, Bol
1| hope that that does oot bacome just & geoem! meantation,
because many people are concerned that nat only should
the wid go to the poorsst natons bat that it should go the
poorest in those nanons, A dootor recently sogpested that
the mensaré of health nony couniry should be the number
of tups unid clean water wells per 1000 of the popalation,
rether than the momber of hespim] beds,

Those of ws who suppant the development aid
programme wikl seek o eatend it want 0 see it used
efficiently and effectively, and that means that we need &
constant review ol the méthids and means by which i 35
applied, be it bilpern or multilaeral, or provided thooegh
United Mutions or BEuropean apencies, 'We should be
cautious o0 make sure that whatevér the chunnel, the aid
poes through and in the end, is effective. We therefore
wekcome the ODA Sub-Committes selecting Bungladesh
as a couniry in which we need 1o look s the ool aid
programme from all sources and evaluste i, with the help
of ian, Meosbers apd all who are mteresied In the subct,
s id b et a sense of independent direction,

The renson for constant review Lies in the fact that we
seg o constantly changing portem i the [E0 coantries tht
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have received aid, Hon, Meémbers have refered to the
newly industrialised: counfries, and my bon. Friead the
Member for Bridlington sugpested that they hasd mot really
neceved any aid. I be looks at the facis-he will see thad
miny of them hive had tremendous anounts ol wid anc
hove in the maoin justified the &id progromme., [t means that
thise countries need fo adjost and cannod retain the
profection they have had in the past. Egually, other
countries for as far ahead ag wea can see will nesd baisic
food aid B they ore to suevive and isaintain those minimem
standards - which my boo. Fread e Member for
Birmingham, Sclly Oak (Mr, Besemoni-Dark ) inentioned,
particularly those o sub-Saharan Africa,

Another reason why we need constantly o review our
development wid 18 10 énsure that the purpose of i going
i the poorest Countries—ibo help ihe poorest in those
COuriey is being - achieved. Many ([nfrastructune
progects, for instancs, sound fine, omil one mealises that
they ars nbt revenuc-gencrating and are high in
mumntenanee terms. Many of the poorest countries are pot
capable of supporting that level of maintenance. Those
whi have sesn the Tanzanian railway know how diffeod
il has been o maintain the ranspomEbion on thal
system—becaase they have of been able o maintxin
the trams that were given w them

Equally, we are comcerned in terms of the green
revolution, which is essenbal for food prodection. We
mst ensure thad i does tot benefit the better-off peasante
and Incresse the number of landless and really poverty-
stricken in those counities, In Brazil, for cxample, we
have seen fast growth and the problems of poverty
becoming increasingly chromic, with practical solutions
sadming to be almost impossible.

When we recoaniee the principal condition which
motivates most of us—ithe conditbon of hunger and the
need o eod Bumger—oor main concem most e thai
those who do sod lave enough o eal should have the
incomes o buy adequats food or the méans (o' produde if.
That means owr h‘."."i&wiu,!‘.' L'|-:|-e1|:|:,' the way in which our aid
goes forward. | have - feason (or speaking in thet way, |
have evidence o show that if we can prove a direct
relationship berween the 4id we give and the benefit io the
posteat of e poor in those coantrizs, we shall find & wide
measure of support in this conntry that has pol vel been
L T

My hon. Friend the Member for Cambridge (Mr
Ehodes James) mentioned the valuable work being done
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by sl growp of dedicated peopde in eradieating polio
[ went o the United Mations and ls2and about the medical
breakihrough m oral rehydmation salts, which is o way of
treating the 13,000 children a day whe die of debydration,
whe con survive onky by medicatien, There is now a pack
of people’s medicing—a pack of sabis that noy maother
can give a child (o halp i over thut critizal perod of two
hours when it con diz from dehydration and diserbosa. I
costs Sp a pack.

As a result, Dhave launched an appeal in my area with
the sctive support of Radio Notingharm, Badio Leicester,
Radic Derby and the Mottingham Evesning Posd (o raise
E25 000 to buy 5000000 packs of these oml rehydration
selis—there they are, Sp—ifor a peovinee in south Sodan
o heslp S0 000 childnen for & year,

We laonched this up‘p&ul on the “Afermson Special”
programme on Hadie Nedtingham with o man called
Dennis McCanbhy, who has a tremendous record of help
and support do tiis arcia, 18 wis humbling to recsive the
telephone calls, and it is bheart warming io sec the
dorations of L5 and £10 coming in 1o the bank. We have
been going for just over & week only and we have already
encesded] ahout L1800, Mamy groups of dizsabled peopis,
siudents &l wll sorts of other people, have telephoned and
offered to start o project o raise enough money o halp m
buy $00,000 of these packs and to see them distributed by
LINICER to the most eriticnl ares in the Sudan, which
many hon. Members will Enow has alse shour 500,000
Ethioginn refugess

It hos proved fo me that i one can define the problem
nmel pat forward a technigoe that appeals an a way inwhich
e public can help, they respond gensrously. It seems 1o
be & lesson for all forums, whether it i 8 bocal voluntary
foram, our nationnd debate or the great Intermational delare
that we ure interested in tonight,

I shaald fke to put forward with the passion of my hoo
Friend the Member for Herford and Stevenige (Mr
Wellsy the view that in Brandt and “Comimon Crigis” we
g2t the problem and bis wegeney, | am convioeed, from
what we have beard tonight and from a vanety of sources,
that international rescrees exist o act on Brandt 2, [ hope
that the dehate will give the Government the will o find
the machipery 1o delivsr in the hughest tmditicn: of
inernationalism of the House,

[Coniinued in eolumn 117]
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HOUSE OF COMMONS DEBATE ON 'COMMON CRISIS' - THE SECOND

BRANDT REPORT

OPENING SPEECH BY THE RIGHT HON FRANCIS PYM MP, SECRETARY CF

STATE FOR FOREIGN AND COMMONWEALTH AFFAIRS

1 warmly welcoms the opportunity provided by this
debate to set out the Government's reaction to the Brandt
Commiggion's Memorandum 'Common Crisis’. This is an
important document, and I am sure our debate today will
reflect this. It is also timely, since it has a direct
bearing on the work we are doing to prepare for & number
of major international meetings during this year, which
will deal with different aspects of the problems raised
in the Memorandum. I am sure that the House will wish
to express its gratitude to the hon Member for Heeley for
intraoducing a preliminary discussion en the subject on
24 March, and 1 am glad the House now has the chance for

fuller consideration.

At the outset, [ would like to pay tribute toc the
Members of the Commisszion for their work. They have
produced a thoughtful, forward-looking and practical
analysis of a notoricusly complex subject., In particular,
1 am sure the House will wish me to thank my right hon

friend the Member for Bexley sideup fer his contribution.




The Government has already welcomed the publication
of the Report, It deals with many of the most grave and
pressing issues which the international community Taces
at the present time, and concentrates on proposals for

practical actlen,

We certainly accept the central message of the
Memorandum: that we live in an interdependent world.
Western governments are preoccupled by the strength
and persistence of the present prolonged world recession
and the very high levels of unemployment, Adjusting to
the realities of the 1980s has not been easy for any of
us. But the effects on developing countries hawve been
particularly severe, Many have encountered the painful
consequences of contracting markets, low commodiiy export
prices, high oil import prices, racord levels of interest

rates, and mounting debt repayments.,

Solutions must be found to the problems that face
ug wmll, But no one country or group of countries can
provide the answer alone. As the title of the Memorandum
putsit, what iz needed is 'co-operation for world recovery'.
I do not think there is any country more aware of this

than the United Kingdom. We have ma)Or interestis at

gstake. Our proapority is deeply bound up with the

well=being of our markets in both developed and

developling couniriss,




Nearly a quarter of our trade 1s with the developling

countries, and our banks and financial institutions do
substantial business with them. There is ol course a
political dimension as well, We are not, and cannot be,
indifferent to the political stability of the developing
countries which account for so large a proportion of the
world's population., And we are particularly concerned
with sustaining the political and economic strength of
our partners, in the Commonwealth, Indeed the
commonwealth is playing an increasingly important part

in digcussion of economic co-operaticn and ralated
matters, and in exploring ways of improving the North/Scuth
dialogue, There is continual exchange af ideas aboul
economlc co-operation within the Commonwealth, at
Commonwealth Finance Mipisters and Hesds ol Government
mectings, and also in the Ministerial meetings olten
arranged to coincide with meetlings of other international

OrEANiISATIONS

The long-term sclution to the problems can only be
a return to sustained growth, which must be achieved
without rekindling inflation. We would be dolng the
greatest disservice to the developing countries as well
as to ourselves if we plunged once agpin into an ianflaticonary
cycle. In Britain the Government has laid the basis for

sustained growth by the succcss of ite policies in

combatting inflation,




There are signs that Lhe worst of the problems are
beginning to abate. 1883 should =see at least the
beginnings of recovery in the major economies, and
an upturn inm world trade, But this general recovery

will need to be nurtured very carefully,

The essential components of a strategy for recovery
al'e measures: to strengthen the international financial
gystem, to manage international debt in an agrderly
tashion, to preserve the open trading system, and to
ELVE greater stability to exchange rates and interest

ik TS .

The Brandt Commission's Memorandum Fives top
priority teo the need for immediste measures to strengthen
the international finaneial gystem, In fact, much
progress has already been achieved, The International

Monetary Fund's Interim Committee, in February, under

the Chairmanship of My Rt hon and learned Friend, the

Chancellor ef the Exchequer, agreed on measures which

will substantially increase the usable resources available
to the Fund. There was gleo agreement that implementaticn
of the quota increase should be brought forward twa VEArsS
to the begipnning of next year. Many participants in the
meeting have paid tribute to the skill and determination

which My Rt hon Friend displaved in bringing about this

speedy &nd practical agreecment.




Loocking ahead, the Interim Committee also agreed
that there should be a review of the possibility of a
further allocation of Special Drawing Rights, and we
welcome this. The Government will certainly approach

the subject with an open mind, and has of course noted

the arguments put forward by the Brandt Commission for

a substantial allocation to increase global liquidity,

We ngree with the Memorandum also oo the need for
the International Monetary Fund to pay clase attention
to the sconomic and political realitie=s of countries,
wheén deciding on the conditions which should ACCOmpany
& lending programme. Countries borrowing from the
Fund must be encouraged to adopt sound economic policies
that ¢can be sustained. and the Fund must continue to
eep in mind the political and social realities in these
countries. Clearly, very difficult judgements are involved.
HBut in our experience the staff of the Fund Eo to great
lengths to negotiate worksble programmes which try to
strike the right balance. On the whole we think the
system bhas worked well, and the judgements made have been
broadly correct. We also agree that countries should be
encouraged to take their problems te the Fund at an

early stage.




The Memorandum emphasises the importance of

development assistance., This year we expect the total

United Kingdom aid programme to reach £1,125 million,
This 1s an increase of almost 10 per cent over
I082-83 which, in the light of the expected level

of inflation, should mean a useful incraase in real

terms. L Ieel sure the House will approve,

Our aid - and that of the OECD countries generally -
is criticised by some for being too little, and by
pthers for being tuo much. The former a¥giue that it
I simply & guestion of aid volume: that the more
resources are transferred to the developing world,

i

faster the poorer gountries will catch up with the

"

ithers ., But I think this is far too simplistie a
view., OUthers take the opposite view, arguing from
position of pessimism about our ability to help
developing countries at all in real terms., They

gquestion whether it would not be better @ use these

funds lor something ecloser to home,

1l think both these opposite views are unrealistic.
But let us be c¢lear that official aid is not and
cannot be-the maln engio€ of development in poorer
countries. It makes a vital contribution, particularly
t0 the poorest countries; but it is of equal and crucial
importance that the countries themselves pursue sound

domestic policies, Both elements are essential.




We believe that the considerable amount of money which
we spend overseas is effectively used, and, as I have
said, the provisilon this year represents = substantial
increasa. It is an incresase which, like our afid
programme as & whole, brings benefit to us as well.
It is entirely right that commercial consideraticons
should play a part in our aid decisions. Aid brings

opportunities from which our exporters benefit in

the short term. And in aiding the developing countries

we want also to help build up our export markets in

the longer term,

The Memorandum wanis empha=sis to be given to the
poorest countries and think we all ggree 'an that.
Hritain's record is pretty pood: ibout two-thirds aof
our bilateral ald goes to the poorest conntries, which
15 higher than the average for Western industrialised
countries. The poorest countries obvicusly have
difficulties in attracting commercial lending and
private investment, and the kind of concessional Tinance
provided by ald is particularly valuable and welcome
to them. All eid to these countries is in the form

af grants,




The Memorandum recommends that donors should cancael
outstanding loan obligations which are due by the least
developed countries. In fact, we have been at the
foreirTont of moves to waive debts, not only from these
but also from other developing countries. In most cases
we have converted loans to grants, snd in this way
agslsled their debt ratio and foreign exchange ratio.

We accept the various ajd targets mentioned, but, like
our predecessors, we are not cocmmitted to a timetabls

for achieving them.

Traditionally we have zlso been generous contribmtors
to the World Bank and regional development banks and UR
apencies, We took the lead among the major donors in

releasing our full contribution to the World Bank's

International Development Association for its Sixth

Replenishment ,when the US Congress refused to aunthorige

Lhe full Us contribution. We have miade clear to the US
Government the importancée which we attach to 8 full U=
contribution for the remaining period and we have been
consistent in supporting co-financing by the World Bank
and the major commercial banks. We also support the

new Specisal Assistance Programme, to speed up disbursements
to those Ccountries making a determined effort to sustain
development despite their difficulties, We are in fact
strongly in favour of the World Bank's struetural lendiinng

F FOErammnes .




e welecome the importence given in the Memorandum
to the beneficial role of private investment to
developing countries. Again, it is a field in which
the United Kingdom has been in the lead, Total inovestment
by the United Kingdom in developing countries in 1981
wis £4,9580 million, equal to 2.01 per cent of our GNP,
This is double the UN target of 1 per cent for combined
government aid and private flows, and this is a very
substantial achievement. £3,731 million of this

figure was made up of private investment.

dr Speaker, the House will be aware that the present
Lomé& Convention expires in February 1585. Negotiations
for Lomé 11I are due to begin in September this year,
gnd they will not be sasy. Economic constraints,
as well as the demands of our bilateral aid and our
multilateral aid, mean that we mist be realistie about
the financial resources we can make avallable. It is
our constant endeavour to try and ensure that the
substantial resources provided by the Copmimity are

used elfectively, The Lomé& Convention has become

central to the Community's relationship with developing

countries. #&nd more than half of them belong to the
Commonwealth., Qur objective is of course to secure o
Lomé III1 Convention which will allocate the fumds in the

most eilicient and cost-olfectlive minner,




But the industrialised countries and the richer
developing countries, and especially the newly industrialised
countries, must all pull their weight, through both aid
and trade. The newly industrialised countries can build
upon existing regional organisations to which we, and
other Western donors, have been substantial contributors.

The aid already provided by OPEC through bilateral and
multilateral channels has been very valuable. Ih
that the OPEC countries will continue ta support the

development of the poorer countries,

By contrast, the sid contribution of the Communist
countries is meagre and almost entirely devoted to
underpinning their political clients, Vietnam, Mongolia,
Luba, Afghanistan, Laos and Cambodia, accounted lagt vear

&

ior 20 per cent of the Soviet programme. And the

programme itself was @ small one, Despite exaggerated

Joviet claims to the contrary, Development Assistance
Committee estimates show that Soviet aid in 1981 was

a miserly 0.15 per cent of GNP, That is equivalent

to pnly one third of the UK effort. Our own estimates
of Soviet aid for 1982 show that it is not increasing
a5 & proportion of GNP, 1In fact, during the last few
years, the Soviet Union has been a net beneficiary from
Third World countries other than the handful of eslient

states | have mentioned. It will receive more from the

repayment of previous loans that it will be paying out

and thus, for the majority of developing countries, the
Soviet ald programme is pow a drain on the resocurces

available for thelr development programmes,




The Memorandum addresses itself to the need to deal
with the present strains on the international financial
syatem, I have been greatly impressed by the capacity
gnd will of the intermational financial ipstitutions
to adapt to the new problems which have confronted
Lhem, In recent rescue aoperations the International
Yonetary Fund and the Bank for Internitional Settlements
have succesgfully extended their roles as co-ordinators,
The debt rescheduling arrangements of the Paris Club
have been improved. OGovernments, central banks and
commercial banks have had to learn to co-operate much
more clogely than before, to desl declgsively with each
cage 25 1t arises, That 1s & real gain that I hope will
be permapent. British institutions have played an
active and substantial role, and this has been widelwy
acknowledged. HRecent experience strengthens the belief

that existing institutionz caft be, and are being, adapted

with the new situation. The packages put together

for Brazil, Mexico and the Sudan show what can be

done, Obviously uncertainties remain, and there is no
room for complacency. But provided the ipnternational

financial institutions rovernments, central banks, and

2
commercial banks all continue to show flexibility and

a redal willingness to act, the system will adapt and be

able to deal with the problems.,




The Memorandum also covers the other major element of
the strategy which I mentioned: the preservation of the
open trading.-=vstem, It i=s right to do so because trade
ig ultimately more important tham aid. The importance
af the Iree market system cannct be over-emphasised. The

more & developing country is agble to export, the more it

ig able to stand on its own feet, Britain has played

g major part in providing access to itz markets to the
products of developing countries. And recent figures show
that the QECD ecountries as a whele acecount for somo

two-thirds of the total exports of the developing

The record 1s thus a godd one and we are determined
to keep it that way. We strongly support the maipntenance

af Iree aopd Iair trading. We should Iike to see gll
unnecessary barriers and distortions to trade dismantled,
This was the basiz of our approgeh to the GATT Ministerial
Meeting last vear. We must avoid at all costs & general
relapse into protectionism, The European Community

ig one of the freest markets in the world, and must remain
g0, DOn commodities, which are an essential concern of
developing countries, we have ratifled the Common Fund and
urged other countries to do likewise., We are active
participants in the si1x main commodity agreements; we

are ready to sign the International Jute Agreement;

gpd would like the Community to joln the Intermational

Sugar Agresment.




We are contributors to the International Monetary Fund's
Compensatory Financing Faeility and the EC STABEX Fund,
Both these facilities will be reviewed in the course of

the summer, and we will take a full and constructive

part,

The final section of the Memorandum contains
recommendations on ways of improving the North-South
negotiating process. They reflect the recommemndations
of a repert produced last year by a Commonwealth Group
of Experts, which brought the experience of the
Commonwealth to bear, We have commended that
report to our European partners and to the OECD., We
shoula like to see more flexible negotlating procedures,
mor@conferences on single issues, more discussions
in small groups, more co-operation between developing
countries. Somehow we must get away from sterile arguments
and strive instead for more

over emplty communigqués

2

limited agreements on practical matters. This is the

spirit in which we shall approach the UNCTAD VI meeting

in Helgrade in June,

The issues raised in this document will be under
active discussion in UNCTAD VI, and in the other
international meetings this year. The key events will he
the OUECD Meeting and the Williamsburg Summit $n May,
UNCTAD VI in June, the Annual Meetings of the TMF and
World Bank in September, and the Commoawealth Heads of

Government Meeting in November,




We shall approach them caonstructively on the bDasls
ol the strategy I have outlined. We shall be looking
for practical agreements which will Depelit developing

countries,

Mr SBpeak er in conclusion I return to the central

themes of the Brandt Commission's Memorandukh, The

golution to the present difficulties of developing
countries lies in an end to the world recession and the
resumption of sound, lasting growth among industrial

countries. Fhis will enable developing countries to
lnérease their exports, repay their debits and invest

in the future, At the same time we must give all the
support we can to the developing countries in their
efforts to bBridge the intervening period without
sustaining any irreparable damage - political, economie

or social, This task presents us with a3 formidable

challenge. But the fact iz that z2ll countries are

dependent on- each other, that like 1t or not the world

in-& State of interdependence; so the challenge is one
that an enlightened promotion of our national Interest

would in any case reguire us to meet.




SIR ANTHONY pa RSONS

BRANDT 171

—

The Prime Minister llas seen Your minute
ol &3 February,

i1ou may like to see my minute of

B February { copy attached) together with

Lthe presg lipe on Brandt IT which the
Prime Minister approved earlier.

1 March 1883




%)
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Gt off @ forna anicte & By baal Ayt
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1 have seen & copr of Alan Walters' note to the Prime Minister of

BHANDT L1

17 Pebruary. He and T have diescussed this guestiorn on two or

three ococasions.,

1 assume that the Prime Miniater will bte commissioning a meeting
with the Ministers concerned fairly soon about our general line at
the many fortheoming multilatersl economic meetinge. I have ln
mind particularly Williamsburg, UNCTAD VT and LHEHEEFH. My instinct
is that Brand: II is going to have more impact Eﬁ]ﬁ%ﬁilrn3 than
Brandt I did. The publieation of the report has been much better
timed. Brandt 1 came out when the UN machine was already geared for
the Special Session on Development of 1980. The machine was already
moving down a predestined get of railway lines and could not
accommodate Brandt I. Hence, although it attracted a great deal ol

in Britain, it was more or less lgnored by the Third World

at the time coficentrating on lobal MNegotiations. ©On this

the Commission has given plenty of time for the GYT to holst

on board and make maximum use of it at fortheoming international

My concern is with the political aspeect of this exereise. My
experdience has taught me that most members of the GTY attach far
more practicel importance 31 & to Lomé and to the more
efficient aapects of United Hationse aid, thﬂﬂr?ﬁgy de to thesza large
multilateral exercises. But they

importance to the attitude of the developed world towards eg Brandt
or GNS. IFf we offend them by being too dismissive, it becomes more
1irfficeult for us to secure their support for politdecal causes to
which we attach importance. In a Parliamentary situation such as

tha General Assembly of the UN, our abllity to secure support on

-
matters of impﬂrta¢ﬂu to us depends to some extent on our general

standing amongst the Third World membership. This 1s affected by
attitude towards Sacred cows, such as Global Negetiationa. At the
same time, we obviously have to be careful not %o be over-enthusiastic
and thus to arouse unrealistliec expectations that we are going to

ler

L ur money where our mouth 1s.

—

Sl Lhe contexc




gnd all its future vamificatlions, we

balance right.

P AP OmAE
. PARSONGS

3 February




AH WALTERS

Hrandt and the New PBretton Woods

The Prime Minister has decided to
take up the polntas in vour minute of
17 February with the Chancellor at

their next regular discussion.

41 February 19883
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A = 17 February 1903
Pl 5§ ALAN WALTERS {) ‘
PRIME MINISTER L8 Prps Mdass Fenr
BRANDT AND THE NEW BRETTON WOODS3 Wathon : th..ulha.’
: ALkt matitig wilie I
The appearance of Hrandt 11 seems to be providing fuel for an }MJ*WJ
effort to =&t up & Brettom Woods II., We are at least implicated

1

by the enthusiastic welcome afforded to Brandt II by the FCO,
ind T believe that the Chancellor, with hia interim Committee

interests, is not entirely opposed te the idea of a BW II.

—

There would be three main elements of a BW II: first an agreement

on e¥xchange Tate stability; it would be rather » an EMS writ

large to embrace the O0ECD countries pluas.

Secondly an agreement of a Teonvoy" kind; thus one of the objeetives
would be to ensure that countries with low budget deficits and low
inflation pursue expangionary policies to lead the world out of

recasgiocns. This, in other worda, is a version of the convergence

ideas.

Thirdly, a mapaive inaresse in ald from North to Southj; this will

almast serteinly be presented aga "link"™ so that new SDEs created
allegedly to offset a "shortage" of world liguidity, are simply

passed to countries in the Southern (and Eastern) bloce.

All these measures have great teechnical defects, are politically

and socially diviaive, and will serve no good moral purposeé. Thoy
— T
are indeed dangerocus.

Normally we could be content that the United States would not allow
itselfl to be dragged into any such EWII. I think that may atill

be the case, but I am no longer sure. The uncertainties and
confusions in recent American policy suggest that quite remarkable
reversaels maEY bake place, George Schultz and even Donal

have been making vague suggestions along & BWII line;

told me that nmeither Schults nor Reagen really meant an
e

But I'm not sure.

pa—
I am afraid that we may be bounced into a BWII by concerted

Fod ]

pressure fromithe international bureaucrats, the EMS, and elements
- R
of the world DEfE

way of geLEing OUL

fraternity, whno see such &n arrangement as
T their balsnce sheet difficulties. Our response

R
S
o

SE0 any such




to any such pressure must be positive rather than simply saying

no. There is a basgls for going forward in terms of something

-

1ike sn internetional MTES. Ezch country could agrees ©o

. 'l_* ﬁh =
train : anned tunPLdr] Ed;ﬂu;lnts and the projection

fiacgal deficits would need to be some monitoring
e

L F - - 1 - | F—
BANCL 10OMNES . sLuth & system would BEKEe

- - - & - r—
contrary to the EMS, bPing-about & COoOnvergence

for Btabllity.

the Chancellor and the

~J
ALAN WALTERS

17 February 1983




PRIME MINISTER

Brandt Commission Memorandum

You recently wrote to Herr Brandt about his Memorandum
palled "Common Crisig". The Memorandum will be published
tomorrow, 10 February., Sinee the Brandt Commission are giving
pregs conferences in Bonn and London today, we shall need to
give Bernard and others guidance on the Government's attitude

for use tomorrow.

I attach a draft press line and should be grateful to know

whether you agree with it (it is similar to the line you took

in your letter to Herr Brandt).
s e

Willie Rickett will alsec be letting you have a line for

Questions.

Are you content with the press line?

Ao C.

8 February 1883
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_HHJ"I.HDT COMMISSION MEMORAMNDUM: EBRASSE—LTHE

e

The British Government welcomes the Brandt Commission's

Memorandum and will study it carefully and constructively.

7 The Government shares the concern of the Brandt
Commission about the economic difficulties facing the
developing countries. We accept the message of the
Memorandum, that we live in an interdependent world. We
believe the internatisnal community must help developing
countries to tackle the daunting problems which they face as
they adjustuthair economies, All countries; developed and
developlng alike, are having teo adjust to new economic
conditions. The adjustments are painful for all of us, but
particularly for developing countries.

3. The Brandt Commission's Memorandum is a timely and
rthnught_fu]. contribution to international discussion. Action
_in many areas covered by the Memorandum will be discussed at
a number of international meetings in 1983. These include
the IMF Interim Committee, which is meeting this week in
Washington, the OECD Ministerial meeting and the

—

b_ElliﬂmEbqu Economic Summit both in May, UNCTAD VI in June
and the IMF/World Bank Annual meetings in the autumn.
Britaln will take a positive and flexible approach toc the

discussions with a view to agreeing practical action,




10 DOWNING STREET

THE FRIME MINISTER 9 February 1983

/;Z\M e ’E-"‘-n.aa'.

Thank you for sending me an advance copy of your
memorandum "Common Crisis", under cover of your letter of
97 January. I shall ensure that the memorandum receives the

most careful study by the British Government,

The issues which you raise are of the very highest
importance. Solutions must be found to the problems faced

by developing countries in the present economic rocession.

Many of those countries have encountered severe difficulties

with contracting export markets, low commodity prilces, high
pil prices and interest rates, and mounting debt repayments.
The prosperity and well-being of developing countires is a
matter of common interest to us all. We live in an
interdependent world. As you know, I welcomed the message
in your first Report that industrialised and developing
countries share the same interests, and must work together

to pursue them. This remains my view.

Your memorandum calls for an emergency programme of
action, ¥e have already taken rapid and deecisive action in
response to the debt problems of particular developing
countries. Collaboration between the international financial
institutions and the private banks has been greatly improved.
I agree that more still needs to be done. There is no room
for complacency. 1 hope that the next steps will be taken

] at the meeting




B

at the meeting of the IMF Interim Committee to agree a
gubstantial increase in the Fund's resources. The scope

for further action will be examined by world leaders in the
other international meetings which will take place during this
VEar, The Ecopnomic Summit at Williamsburg and the meeting

of UNCTAD VI will be key events. There are, of course,
practical constraints on what can be achieved,K but you can

be assured that the British Government will play a construclive

role in the discussions.

The work of your Commission will be a valuable contribution
to the discussion of these serious issues. We shall take

full account of the ideas which you have put forward.

Herr Willy Brandt




CONFIUDENTIAL

Foreign and Commonwealth Office

London SWI1A 2AH

T February, 1983
e Ty QMG 2. ?
Dee, Jhiw, Ad-c./f

decond Brandt Report Iy

] o

Thank you for vour letter of 1 Febpliary enclosing an
advance copy of the Memorandum by the Brandt Commission
entitled 'Common Crisis' and a covering letter from Willy
Brandt, co-signed by Edward Heath and Mr Hamphal. The
Memorandum is due to be published on 11 Febhruary.

The first Brandt Report aroused intense pubhlic interest
and there was some criticism of the Government's initial
gomewhat guarded response. A mass lobby of Parliament in
May 1881 was organised. The Memorandum i= a more techniecal
document than the first report. It is better on analysis
than prescription. It may well not arouse the same publie
feeling. Nevertheless 1 suggest that our response should be
to give it a thoughtful welcome without endorsing the specific
proposals in it. Some of the ideas are unrealistic and would
nave considerable public expenditure implications.

I attach a draft reply to Herr Brandt and a suggested
line to take for use on first puhlication, We are preparing
A detailed analysis of the Memorandum, Meanwhile vOUu may
tind useful a summary of the principal reconmendations,

Herr Brandt's letter does not give an address for replies,

l will arrange to have the Prime Minister's reply delivered
by our Mission in Geneva to the Brandt Commission Secretariat.

I am copying this to John Kerr (HM Treasury),

‘(’.:-.,,.,a L

éﬁihﬂﬂp
iJ E HalLf;ﬁéih

Private Seeretary

A J Coles Esg
PFrivate Secretary
10 Downing Street

CONFIDENTIAL




From: Prime Minister
To: Herr Brandt

Independent Commission on International Development
Issues

Thank you for sending me an advance copy of your
mencrandum *Common Crisis',; under cover of your letter of 27
January. I shall ensure that the memorandum receives the

most careful study by the British Government.

The issues which you raiee are of the wvery highest
importance. Solutiona muat be found to the problems faced
by the developing countriesa in the present economic
recession. Many of bhe-desadeswng countries have encounteared
severe difficulties with contracting export markets,
low commodity prices, high oil pricea and interest rates,
and mounting debt repayments, The prosperity and well-being
of developing countries is a matter of common interest to us

all. We live in an interdependent world. As vou know, 1

welcomed the message in your first Report that

industrialised and developing countries share the same
interests, and must work together to pursue them. This

ramains my view,

Your memorandum calls for an emergency programme of
action. We have already taken rapid and decisive action in
rasponse to the debt problems of particular developing

Jocountrlies




countries. Collaboration between the interpnational financial
ingtitutions and the private banks has been greatly
improved, I agree that that more still needs to be done,
There is no room for complacency. I hope that the next
steps will be taken at the meeting of the IMF Interim
Committese to agrees a substantial increase 1n the Fund's
reasources. The scope for further action will be examined by
world leaders in the other international meetings which will
take place during thias year. The Economic Summit at
Williamsburg and the meeting of UNCTAD VI will be key
events. There are of course practical constraints on what
can be achieved, but you can be assured that the British
Government will play a Geee—afds constructive role in the

discussions.

The work of your Commission will be a waluable
contribution ko the discussion of these serious issues. We
shall take full account of the ideas which you have put

forward.

JERAAD




BRANDT COMMISSION MEMORANDUM

QRAL: REFPLY

we welcome the Brandt Commission's Memorandum and will study
it carefully and constructively. We share the concern of
the Brandt Commission about the economic difficulties facing
developing countries. We accept the:principal message of
the Memorandum,that we live in an interdependent world. We
believe that the international community must help
developing countries to tackle the daunting problems which
they face as they adjust their e:mncmiea.{iﬁll countries,
developing and developed alike, are having to adjust to new

economic conditions. The adjustments are painful for all of

us,; particularly for developing CDUDLriEEii

Action in the areas covered by the Memorandum will be under
discussion at a number of international meetings in 1983,
including the IMF Interim Committee Meeting, the OECD
Ministerial Maeting, the Williamsburg Economic Summit and
UNCTARD VI. We shall approach these meetings in a positive
spirit and with the aim of agreeing practical actien where
appropriate, Acgainst thies background, the Memorandum is a

timely and wvaluable contribution to the discussions.

LVAART




BACEGRCUND NOTE

BRANDT COMMISSION MEMORANDUM

The Brandt Commission will publish a second Memorandum which
18 effectively a follow-up to the first 1980 Brandt Report,
on Thursday 10 February. This will be preceded by press
conferences 1n Bonn and London the day bafore. The

Prime Minister has received an advance copy of the Report
from Herr Brandt and a draft reply to Herr Brandt's letter
has been sent to No 10, The Mamorandum is more technical
and less far-reaching than the first Brandt Report. It
concentrates more on practical steps to give immediate
assistance to developing countries than on wide-ranging
structural reforms. Most of the issues will be discussed in
the series of international meetings this year described in
the draft reply. Scme of the ideas might be feasible,
sometimes in modified form, but others are likely to

cause difficulty for the United Kingdom and other
industrialised countries. Since the Memorandum has only
juet beean received the Prime Minister can take the line that
we shall study it carefully, without commenting on the
detailed proposals in it. There are already demands for a

debate on the Memorandum,
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c;h G : Private Secretary

SEECOND BRANDT FEEPORT
Problem

: Parliamentary Unit have advised that the Prime Minister will
need a defensive line to take on the Second Brandt Report at
Question Time on Thursday 10 February, and News Department and ERD
would like to brief the press on the Guvernment s Teaction to the
Report. What line to take?

Recommendation

2. I recommend that the attached draft oral reply for the Prime
Minister's Question Time should be sent to No 10 and that News
Department and ERD should brief the press in terme of the attached
draft press line. hews Department ECD{E), Planning Staff,6 ESID,
ODA, Cabinet Offi ET?D& HM Treasury concur.

Argument

3. The Private Secretary has sent No 10 the preliminary draft
public line toc take on the Second Brandt Report, which I submitted
cn Friday. The Prime Minister is almost certain to be asked about
the Brandt Report at Question Time on Thursday 10 February.
Parliamentary Unit have asked for a draft oral reply with a short
background note but no supplementaries. The attached draft follows

clogsely the line which the Secretary of State approved on Friday.

4. News Department and ERD propose to give an unattributable
briefing at 3.00 pm on Thursday 10 Februsry, drawing on the material
in the draft press line. The purpose of the briefing will be to
indicate to the press that the Government is taking the Brandt
Repori seriocusly and giving it carefyl study. We propose to take
the general line that the Report fits in to the process of inter-
national meeting= on developing country problems which is already
under way, and that it is an important and timely contribution.

-~ Actlon is in hand separately gsbout a debate in the House. We
2lso propose to brief poste on the press line. We should avoid going
into detail on the specific proposals in the Report.

LUW
L V Applevard

9 February 1883 Economic Relations Department
CORFIDENTIAL :
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PS5 /Mr Hurd
PS/Lord Eelstead
FS5/Mr Onslow
FS/Mr Rifkind

Mr Mowynibhan
ES/PUS

Sir W Ryrie

2ir J Bullard
Mr Browning

Mr Ainscow

Mr Haves

Mr Thomas

Mr Bowley, Parliamentary Unit
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10 DOWNING STREET

From the Private Secretary 1 February 1983

I enclose r copy of a letter which the Prime Minister
has received from Mr. Willy Brandt, co-signed by Mr. Edward
Heath and Mr. Ramphal. [ assume that the memorandum o which
the letter refers, entitled "Common Crisis™, is already

available to you since it is to be published on B February.

1 should be grateful if in due course you could provide
a draft reply to the enclosed letter for the Prime Minister's
signature, We shall also doubtless need a public line on the
new memorandum, for use at Prime Minister's Question Time and on
other occasions. I should be grateful if vou could provide
guidance on this by the end of this week.

John: Holmes, Esg.,

Foreign and Commonweanlth Office.
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INDEPENDENT COMMISSION ON INTERNATIONAL DEVELOPMENT ISSUES
COMMISSION INDEPENDANTE SUR LES PROBLEMES DE DEVELOPPEMENT INTERNATIONAL

'Y

Chairmsn WILLY BRANDT Président O Ak
—_— - = —
27 January 1983
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Although the Brandt Commission concluded its initial task
with the publication of our Report "NORTH-SOUTH: A PROGRAMME EOR
SURVIVAL" in February 1980, Members of the Commissien continued
to meet over the last three years on the issues of international
development dealt with in the Report. During that time we have been
greatly encouraged by individual world leaders, by parliamentarians,
by non-governmental organisations in the economic, social and
political fields, but perhaps most of all by ordinary people the
world over who seem to have found in the message of our Report
the basis of a way forward and of hope for the future. At the
same time, we have shared in the widespread disappointment at
deterioration in the North-South dialogue and the worsening
economic cendition ef North and South which we envisaged in the
Report as the inevitable result of a failed North-South process.

Lo =

Dear Prime Minister,

We had recognised in 1979, and said as much in our Report,
that "in the 1980s the world community faces much greater dangers
than at any time since the Second World War". At the start of 1582,
4L our meeting in Xuwait, we szaw those dangers looming large and
committed ourselves L0 deepening our werk on the emergepcy that
was now at hand. We had in our Report put forward an Emergency
Programme for the period 1980-85; but action was not taken. Matters
have got worse. North and South, industrialised and developing
economies alike, rich and poor coluntries, now face immense and,
in some cases, critical dangers as the world economy continues
its slide into depression.

At a meeting of Commissioners in Ottawa in December 1532
we finalised our work on this 'emergency' and we have produced
2 Memorandum through which we seek to alert world apinion to the
‘Common Crisis' which now confronts mankind demanding immediate
attention. We have not produced another Report: but a factual
statement of where we are and what we believe are practical

T'he Rt. Hon. Margaret Thatcher, MP,
Prime Minister of Great Britain and
Morthern Ireland

10 Downing Street,

London, S.W. 1

Great Britain




and realistic proposals for world econemic recovery. They are not,
of course, a substitute for the long term changes we recommeénd in
our Report, but the necessary pre-condition of placing human so-
ciety in a position in which it can move forward to & future in
which those changes can take place. We believe that this emergency
action 1s essential if people anywhere are to have a valid basis
of hope for the future.

Inevitably, we believe it to be a time of great challenge
for world leaders. We are conscious that the decisions invelved
are not free of difficulty; but we are convinced that even to
defer action of the kind we recommeénd will so imperil the future
as to make even harder decisions necessary at a later stage. There
are roles for many in relation to such decisions, but we naturally
lock for leadership to Governments and to the major Internaticnal
Ilnstitutions who are in the front-line of this Common Crisis.

Enclosed is an advance copy ¢f our Memorandum which will be
released on 9 February. We urge your consideration of it and we
hope you might find it possible, on its publication, to give it
vour suppoert and to help the international community to respond
to 1ts broad thrust in a positive and purposeful way.

We ourselves remain pledged to do all in our power to assist

the international community in its responses to a challenge which
we Dellieve no oneé can ignore or avoid.

With our highest considerations,

= b e

Willy Brandt

Edward Heath idath Ramphal

filtet




@ PART L.  ends:-
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