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TORONTO SUMMIT: AID TARGETS

1. I am sending separately to you our brief No 2 on the revised
Canadian Thematic paper. It incorporates comments from other
Departments concerned. We have kept an eye out for awkward
wordling, as you requested; but one or two unacceptable sentences
may have .slipped through ocur net.

2. We have not briefed you on aid targetry because the presant
Canadian wording is uncontentious:

"Developed countries to provide adeguate copcessicnal assistance®
in paragraph 41, and in the following paragraph:

"An increase in concessional regource flows will be necessary
to help those (poor) countries resume sustained growth"

which is acceptable in the context of this paragraph on interest
rate relief. But I can already foresee a re-run of Venice. The
Japanese will make great play with their new 0.35% target (as a
percentage of GNF); the French will get irritable and say they
already reached the UN target of 0.7% in 1986; and there will be
a4 last minute scramble to find acceptable language on aid targetry.

3. In the time available, I have not bean able te comb through
all recent references Lo ald targetry in international econcmic
communiques. We got off lightly at Venice, which in paragraph 21
"recalled" the 0.7% target and at the end of that paragraph
mentioned i"the different contributions of our countrics

to official development assistance", without saying what should
be done about this. We were pushed further at UNCTAD VII last
SUmmer :

"Developed countries should renew and make more effective
their efforts to achieve, as quickly as possible, the
internationally agreed target ...", and

"Developed countries are reguested to attain the internationally
agreed targets ... as soon as possible”.
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4. There is ro reason to acquiesce - except as a last resort =

in the "as early/soon as possible" formula at Toronto, where
unlike UNCTAD VII developing country pressures are absent. And

it is not easy to defend this wording, because UK aid as a
proportion of GNP declined in 1986 and again in 1987. By way of
background I attach draft ODA briefing for a PQ from Lord Hatch.
There may be some slight tinkering with the text. But the general
message is clear.

5. Billence is clearly the best policy. If the French press for
the inclusion of wording on aid targetry at this weekend's meeting,
I think we should reserve our position until the Summit itself -
unless the proposed language is so anodyne ("when circumstances
permit”] as not to cause us any sericus difficulty.
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PO FROM THE LORD HATCH OF LUSBY: AID AS A PROPORTION DOF GNP

Background Note

id as a percentage of GNP is a standard yardstick for measuring the
size of an alid programme against a country’'s economic¢ Strength. The
1970 UM General Assembly adopted a Development Strategy for the Second
UN Development Decade (1971-807 which inter alia called for aid flows,

claseified as net official development ;‘ﬁlbtﬁﬂbu. to be at least 0.7%
aof the gross national product (GNP) at market prices of the donor
country. Britain accepted the UM target in principle but has never
gat a timetable for achiewving I1It.

bably intends to draw public attention to Britain’s
d/GNP figure tDr 1987 and to compare it unfavourahly with those of
ropean Community countries.  The Minister for Overseas Development
anounced the former in the House of Commons on 23 May in a written
sply te a Question from Ms Lestor. It was strikingly low, compar ing
£h 0.31% in 1986, 0.35%L 'in 19B0 and 0.52% in L979. However, as
Mr Patten explained, it reflected the strong growth in the UK economy
last year and the fact that expenditure in the calendar y=sar 1887 was
lower than expscted as a result of an unusually high proportion of
financial vear 1987-88 expenditure falling in the guarter anding
31 March 1984.
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3. Exact aid/GNP figures for all EC countries are not avalilable.
Those EC members which belong te the OEC ‘s DAC are responsible for

rthe annual submission of such figures for subseguent publication by
the DAC. We have just informed the DAC of our aid/GNP figure forT
1987. o©Other DAC members are doing the same, but DAC Hill not publish
a complete setr, including those for EC members, until the end of June.
The most recent year for which aid/GNP figures for all ELJPL EC
membars of DAC are available is therefore 1986.

g, Dr Thomas, MP tablaed a similar Question in the Commons on = May,
but alsa asked for the aid/GNP average for EC countries as a whole.
Since then; Britain’'s aid/GHP figure for 1986 has been rewvisad
downwards from 0.32% to 0.31% following an upward revision of that
vear s GNP (and the House of Commones hag been informed). This does
not howewver affect the answer that Mr Patten gave Dr Thomas on this
EOLnE.,

The run of aid/GHP

is in one sense mi ading. The aid hH” figure for 1979 took

t of much higher usual deposits of promissory notes. In

of FIPEﬂdi'UrE aid in 1979 represented only 0.42% of GNHP.

sh aid expenditure did, it is true, fall by some 1l7% in real
erms between lETE—TH and 1982-83, when the priority was to control
public expenditure, get inflation down and put the economy on the ro&ad
to recovery. But berwsen 1%82-83 and 1987-88 gur aid more than
maintained ite real wvalue and it is now planned to grow 1n real terms.
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