PRIME MINISTER

POLTTICAL ATD

You will recall you initiated the idea some months ago (following

a discussion with Bernie Grant, M.P.) of a modest programme of

aid to ;as_cent political parties in countries moving towards
multi-party democracy. Since then some guite extensive
consultations have taken place with political parties in this
country and there seem= to be a falr degree of enthusiasm for the
idea. The attached paper by the Foreign Office describes the
case for such aid and the objectives for whir.:h it might be given.

The scale Envlsaged is 5&méth1ﬁ§"hetHEﬂn half a million and one
million pounds in the first year: and ;bnut £8 million owver the

ensuing 5 years.

The maln quaestion is how this aid should be administered. The
paper offers two alternatives. The first is a Government
Political Aid Fund. This would be managed by the FCO and staffed

by officials, but would have an advisory committes with

raprasantatlues Erom pﬂlltiﬂal parties, business, industry ete.
Projects would be put forward far approval and spending monitored
by the FCO/0DA accounting officers. The second possibility is a
Political Aid Trust. This would be made up of a Board of

Tru tﬂES, appnlntad by political parties to reflect tﬁ;
composition of the Hnﬁbe ﬂf Commons, and would in turn select an
advisory cﬂmmlttee and appoint a director. Projects would be
cmnéiagred it they were spmnsnred_iﬁa mﬂnagad by at least ocne
political party represented in the House nf Commons and met the
basic objectives of the Trust. The Trust would be funded frnm

under the Speakﬂr S vote and might attract donations frnm the

——— —

private sector.

The pros and cons of the two alternatives are described in
paragraphs 11 and 12 of the attached paper. The Foreign
Secretary and Mr. Waldegrave prefer thqhggggﬂg for two reasons:
they think that aid to political parties can best Lbe channelled
thraugh an arms- length organisation rather than through uff1c1al
channels; and a Trust fund would be more likely to attract

contributions from elsewh&re than a Govermnment fund.




Decizions are therefore needed on:

Which of the two ways of administering the aid you prefer?

Whether the fund should be new money or found from savings
alsewhara? The FCO have indicated that they cannot produce
savings of this order and would prefer not to embark on the
scheme at all.

Agree to take decisions on these two points?

or

Prefer to discuss with the Foreign Secretary and Chief
Secretary first?

14 June 159250
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10 DOWNING STREET
LONDON SWIA 2AA

EFrom the Private Secretary

15 June 19390

POLITICAL AID

Thank you for your letter of 14 June about the possibility
of establishing an organisation te give aid te political parties
abrocad. I have discussed this with the Prime Minister, whose
position can be summed as:

- she would be ready to back the Trust Fund approach;
but she thinks the amount might be more modest;
before taking matters further, we should decide whether or

not the amount should come from the Aid programme. If not,
it will have to compete with other small bids in the PESC

suUrvey.

You may like to reflect on these points and have a word.
Meanwhile, I am not copying this letter more widely.

(CHARLES POWELL)

J.5. Wall, Esg.; L.V.0.,;
Foreign and Commonwealth Office.
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Treasury Chambers, Parliament Street, SWIP 3AG C@)
Charles Powell Esg

Private Secretary

10 Downing Street
London
SW1 .

July 1930

hoat Clro-fla

POLITICAL AID L'
e

The Chief Secretary has seen the discyssion paper circulated under
cover of Stephen Wall's letter ﬁ{ﬁ}*f%ihe.

2. He has asked me to say that he remains sceptical about both
the political attractiveness and the cost effectiveness of an
ini - Yer Llnstitutional model wera
adopted. He very much hopes that, as Stephen Wall suggested in
his letter; these lissues can be discussed further among Ministers
before any further contacts are made with the House Authorities or
with the Political Parties.

3 I am copying this letter to Stephen Wall (FCO) and to Diana
Goldsworthy ({Lord President's Office), Paul Stockton (Lord
Chancellor's Office) and Douglas &Slater (Government Whips'
Office).

v
Carrfs —

HMISS C EVANS
Private Secretary







Foreien and Commonwealth Office

London SWiA 2AH

L4 June 1520

Political Aid

Mr Waldegrave called on you and Sir Percy Cradock a
little while ago to discuss the possibility of establishing
an organisation to give aid to political parties abread.

I enclose a paper which sets out what sSeem to us to be the
two broad alterpatives and discusses the pros and cons.
Cfficials have discussed this paper with Treasury officials:
the Treasury view remains as set out in the Chief Secretary's
letter of 13 March, and in paragraph 8 of the paper.

If it is decided to go ahead with either optien, it is
important that clear accountability should be established.
We think the proposals are satisfactory in thils respect.

It would alse be imporitant that funding forthis body should

be strictly related to its purposes and kept under tight
control. We suggest establishment on a five vear basls with a
review at the end of that period. This would look at
affectiveness and value for money. Following the review,
decislions abcut the continued existence of the organisation
and the level of funding appropriate would depend on its
parformance in the preceding five years.

'nere are arguments for both structures. The Foreign
Secrerary believes that, if the DK wants to contribute to the
development of political parties in Eastern Europe and
e¢leewhere, this would be most effectively achieved by an
arm's length organisation working through political parties
rather than through official channels. WNr Waldegrave's
initial soundings with party leaderas have shown a similar
preferanoe.

Another reason for preferring a trust fund is that this
would be more likely to attract contributions from RGOS,
1naustry and the TUC etc. It is hard to assess at this stage
what proportion of the fund's rescurces might be provided in
this way, but the ability to attract non-governmental support
either for the Trust or for the projects it funds could be
one of the performance coriteria considered in the five year
review.

We would be grateful for your reactions. The Prime
Minister might wish to discuss the ideas with the Foreign
Secretary and the Chief Secretary.




I am copying this
Eresident's Office],
Douglas S5iater

letter to Diana Goldsworthy (Lord
Faul Stockton [Lord Chancellor's Officel,
| Government Whips Oofficel

and Caryvs Evans [(Chief
Secretary's DEfice].

{J 8 Wall)
Private Secrekary

C D Powell

P R
19 Downing




BOLITICAL AID: DISCUSSION PAPER ON POSSIBLE UK ORGANISATICNS

Introduction

1. ©On 22 February the Forelign Secreltary told the House of Commons
that the Government wished to discuses with other parties in the
House the possibllity of Britalnm establishing a system of giving
halp to developing political parties in Eastern Europe and perhaps

alsewhersa,

2. Following this the Minister of State-at the Forelign and
Commonwealth O0ffice consulted leaders of the political parties
repregented in the House of Commons about the posgiblility of
egtablishing a UK organisation for political aid. Wwhile there were
differences of view on detailed points, there was broad agreement
that this was a field in which the UK could and should be involved.
The paragraphs below set out the case for a UK political aid
institution, 1ts cbhjectives; two alternative suggestionzs for a UK
prganigaticn and the pros and con:s of each suggestion.

The Case for a UK Political Ald Institutions

3. In recent years a number of countries have been actively
involved in assisting the development of representative democracy,
independent political parties, human rights and a free press in
other countries. Economic and tTechnical assistance alone have not
proved adegquate to promote individual rights and democratic
pluoralism; and use of traditicnal aid programmes for politlical ald
schemes i3 clrcumscribed by developmental considerations. A growing
number of countries hawve therefore promoted these more politcal
goals through independent arms-=length institutions. The German
Foundaticns have made an important contribution towards pluralism,
egpecial 1y 1n SpAain, Portugal and certain Latin American countries.
The Untied States Naticnal Endowment for Democracy ig now
increagingly active in the game field (see Annex for a more detailed
dagcription of German, US and Canadian Political Aid organisations) .

AKSAAB/1




Thig ig an area in which the UK has not so far matched the sefforts

of other countrieg.

4. The UK has an interest 1in the promeotiocn of pluralism, democracy
and human rights throughout the world. These ara accepited as
desirable goale acroes the political sgpectrum in the UK. Pluralism
and democratic accountability contribute indirectly to the UK's
genaral security and prosperity. But as well as the benefit to the
UE from increaged political and economic gtability in the world,
political ald provides billateral gpin-gffz in terms of preatige and
political influence. There is no doubt that institutions such as
the Cerman Foundations or the US National Endowment add to thelr
country's standing internationally. Political aid alsc generates a
network of contacts between domestic and foreign political parties
and their leaders. between trade unions, journaliste, opinion
formers and academice. g beneflts in termz of accese and
influence are impoesible to guantify, but are nons the less
substantial.

5, The effectiveness of political aid is hard (and expensive] to

prove 1in balance sheet terms. 0O 1ts own it will certainly not turn
an authoritarian state into a democracy, but it can have a role in
aasglsting developments which are already moving in the right
directlion. 'There are incredgsing opportunitiss for a@ctivity in - this
field. In Eastern Eurcpe a number of countries are attempting to
restructure their =ocliety on pluralist lines. In Latin America the
prospects for democracy have improved considerably, but help will be
needed in overcoming obstacles. In Africa and Asia there is
recognition that one party systems of government, particularly Lthose
based on Marxist models. have failed. Some countries may well
struggle through on their own, but it is in our interests to =mooth
the path and speed up the process where possible. In othar
countries, such as Romania and Bulgaria the prospects for genuine
democratic development are not 5o healthy and pollitical aid projects
could tip the balance between pluralist development and a retreat
inte totalitarlanism. For a relatively low cost political aid can
have a disproporticnate effect on international developmentes, It is

AKSAARS 2




aniomolcus that the UK has so far left the Tield to others, glwven
that many abroad regard the UK azs the home of democratic govermment,

Rbjectlives

The principal cbjectives of a UK organisation would be :

- to assist in the establishment and organisaticn of political
parties committed to multl-party democracy;

to support the spread of democratic wvalues and human rights by
encouraging free and democratic institutions throughout the

world:

to provide tralning, technical advice and practical assistance
in support of democratic electoral processes abroad.

It would be precluded from :

making Einancial contributions for general budgetary support to

political parties or any other organisations;

glving support to violence or the use of force;

supporting projects wnich are not consistent with the overall
obhijectives of the organisation.

It might Beek to achieve these objectlves through such
tivities as :

technical agslstance for electoral adminlistration. such ag @
ballotting procedures, preparation of election laws, measures
to combat electoral fraud;

advice on the role of political parties in a pluralist society,
practical assistance such as photocopliers, IT, communications,
transport, to help political parties get off the ground;




information about opinion polle and the use of the media;

technical advice on the drafting of conetitutions, legislaticon
eto:

training for journalists, media representatives and support for
independent publishers;

training and aseistance for trade unione and, i1f appropriate,

Church organisations and any other voluntary groups;

promotion of cooperatives, civic organisstions and business
associations;

gupport for human rights activists, eg provision of printing
facilities,

Possible Structures

2, There are two broad alternatives for a UK pelitical aid
crganisation:

aj

staffed jcintly by FCO/CDA officials. The Government would
appoint an Advisory Committee (15-20) with representatlves from
political parties, business, industry. the trade unions and the
gcademic world to comment and advise on the work of the Fund.
The Committee would be chalred by the Forelgn Secretary or

another Foreign Office Minister.

Fropaogalg for political aid proljects would be put forward by
any individual or organisaticn, 1ncluding British and
forelgn political parties, British Embassies and other
crganigations. Project propozers would be required to
render detailed accounts of the progress and outcome of
their schemes,




Finance would be provided under the Diplomatic Wing Vote and
would have to be accounted for by the FCO/0DA. The
Aocounting Officers of the FCOS0DA would need to be
gatisfiad that each project approved met the overall
obiectives of the fund, was a viable and worthwhile use of
publis funds and that aid was given in an even-handed
faghion to different political partles in the countries

where projects were undertaken.

B} A Political Ald Trust*: made up of a Board of Trustees
fappointed by the pglitical parties to reflect the composition

of the House of Commons) which would select an Advisory
Committee (again to reflect the composition of the House of
Commens) and appoint an Executive Director to chalr that

Committes.

Projects for political aid would be considered for funding
if they were sponscred and managed by at least cne political
party represented in the House of Commons and provided they
matched the basic objectives ¢of the Trust (as set out in
paras & and 6 above).

The Commlittee would be responsible for advising the
Executive Director and the Board of Trustees on the
feasibility and value of the projects put forward.

The Trust waould be funded under the Speaker's vote and
adninistered by the House Authorities but would also be able
to accept donations Irom the private sector. The
contribution from the Government would be made through a
Grant 1in ‘Add.

10. HNeither organisation would require primary legislation.

Whichever was adopted funding for activities for the first year
could come from the existing EKnow How Fund (E500,000 - £1 million)

* It is unlikely that a body with the objectives cutlined above
would gualify [or charitable status.




but for this periocd projects would have Lo be regtricted to Eastern

Europsa, Thereafter new money would be needad, perhaps up to EB

million over the first five years, although the level of regources

would depend on the performance of the organisgation. An advantage
of an independent Trust is that if successful it should alep attract
contributions from industry and cther organieations. In the case of

g Government Fund there would be running ceosts and staffing problems

for the FCO/0DA. The FCO have no provisicon for an institution of

thig kind and would want new money 1f the expenditure was to fall on
their vote. In the Treasury view, the cost effectiveness of the

proposal needs more careful study, the institution should be set up
in such a way as to be able to attract further funde from the
private sector; and if any public expenditure was involwved 1t should
fall on an FCO vote with the Poreign Secretary finding off-setting

savings within his programmes.

Pros and Cons

1%

The Goverrmment Fund would have LChe advantages that:

peing under direct Government control money would be spent in
accordance wlith government objeclives

there would be lesgs risk of funds belng used in a [ashion which
could attract public criticism.

But this fileld of cperaticn would be limited:

many foreign political parties would be unable or unwilling to
accept sUppOrT dlrectly from a forelgn government

a government fund would have Co operate in & balanced fashlon in

foreign countries. This could ba difficult., How do you operate

in a balanced fashion in countries where there are 20 political

parties? It might lead to support being given only to bland
apolitical projects.




i A political trust working at arms length from the government

would have the following disadventages:

gome of the momey might be used for purposes of which the
govarmment would not approve [(though the terms of referernce of
the trust would efisure that only democratic organisations were

gupported) .

a5 projects would be more political there might be rigks that
despite the scrutiny of the Trust and the sponsoring political
party funds might go to supporting undesirable political alemeants
teg. political parties with extremist policies on race, religion

etc) .,
But it would have the following important advantages:
a2 a non-government body it would be less suspect: working

through British political parties would enable us to reach parts
of the system which government fundes would not. This would

probably be a more effective way of giving support to political

parties abroad.

consultations have shown that this is the approach likely to
command support from Lhe major parties in the House of Commons.

Conclusion and Recommendaticon

11, There is a strong casgse for the UK being active in the field of
political aid. A body at arms length from the Government, operatling
through the UE peolitical parties 1s more likely to be effective in
delivering political aid and to attract funding from the private
sector. We recommend that a discussicn document based on this
alternative should be circulated to Parties in the House of Commons.




AINIEX

POLITICAL AID : SYSTEMS IN OTHER COUNTRIES

Introduction

1, Some sixteen Western countrieg gilve agsistance in preomoting
demoscracy abroad. ESome have establizghed bodies independent of the
government gpecifically for this purpose, of which the Canadian, US
nd Cermar institutions are the most important. The FCO and ODA
Jointly commissioned research by Mr Michael Pinto Duschinsky of
Brunel University on thig subject and the following account of the
U3, Canadian and German arganizsations drawg on hiz preliminary

reporc.

Political Aid

2, Frecizse termz of reference differ bebween countries, German
programmes for example include a number of projects which in the UK
would be funded directly by the aid programme. The core of

political ald programmes focus on the following cbjectives

to promote democratic valuss, systems and rights

Lo assist the development of political parties, trades unions

and other pressure groups

to promote a free press; pluralist institutlions, and cpen
debate on political and international gquestions.

SCope

ij. The German political Foundations operate throughout the world.
Other countries concentrate palitical aid on the less developed

world or Communist countries.
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. Alternative Models

4.

(i)

The German Foundatliens (Stiftungen) are each allied to
rolitical parties but are independent of them. Punding is
by the German Aid Ministry for operations in LDCs (90%) and
the Cerman Foreign Ministry for operatione in developed
countries [10%). The Poundations alse recelve a small part
of their fundse from private sources and from the Lander
governments. The Foundations grew out of organisations for
demestic political education but now have a network of
offices worldwide. Notable among their substantial and
successful programmes have been their important role in the
transition to democracy in Portugal and Chile. Recently
they have been active in the Nicaraguan election.

The Unlted States gives ald for political development
throuvgh a number of different channels including the US Aid
Programme. The operation of greatest interest in the
cantext of this note iz the Natilonal Endowment for
Democracy. Thizs iz funded directly by Congress. It gives
grants via the non-partisan Naticnal Democratic Institute
which focusses particualrly on election procedires, and
also through the Republican and Democratic Institutes
{linked to the parties) and through trade union
grganisations. Projects are shown to the State Department
in advance but 1t has no right of veto over how the money
iz used. Its role 1s to warn the Endowment 1f it 1s
gebbing inte bed with unsgavoury partners,. The National
Endowment for Democracy gave considerable support to
Splidarity in Poland. Through the party Poudnations it has
been active in latin America. The National Democratic
Ingtitute has concentrated in particular on elections in

the Fhi ipines, Pakistan and Latin American countries.

Canada has recently sel up The International Centre for
Human Rights and Democratic Development, Thig is funded by

the Canadian Development Agency but is operationally




indapandant of it. Its board includes naticonals from lesg -
devaloped countries. It has given grants via trade union
organizations to - anti-apartheld groups in South Africa. It
has also supported human rights projects and electlions in
Latin America., In organising thelir programme the Canadians
have been at paing to avold any impression of interference
in ferelgn political systems. And although
parliamentarians of all parties participated in the
agtablishment of the Centre, Canadian pelitical partles are
not involvead in the Centre or in the administraticn of
political aid.

Accountability and Control

5. Germany, US and Canadian regulationgs defline the purposegs for
which grants may be given. For example German regulaticng sgtipulate
that grants must accord with national policy, may not be used in
support of politiral strikes or for direct electoral purposes, In
both Germany and the United States proposed projects are reviewed by
the FPoreign Ministry and the Embagzy in the country concerned. In
the German case the sreign or Aid Ministry has a theoretical veto
cr the projects the h this i= rarely cxercised.

5, Kelther German nor US leglslatures need to give prior approval
Lo specific projects though both have an cpportunity to discuss the
overall level of funding. In the US case particular projects are
discussed actively when the Natlonal Endowment budget 1=z considered.
it has been agreed that the Canadlan Centre will be sublect to

Parliamentary review every [lve years, This is designed Lo glve

some assurance of its independence and stability while ensuring that

its gperatlons are broadly consistent with Canadian-policy.

7. The German Ald Ministry recelves reports Trom party foundations
0on 2ach project svery four months. Feriodic evaluations are carried
out ocften hy outes (e experts, Recipients of grants from the
National Endowmen. are reguired to submlt guarterly reports to 1it.
Its staff make cccasicnal brlef evaluations of projects.
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8. TFinancipl acconmtablility iz gernerslly a @ifficult area apd 1tC
anpaars that money has cccasienally gone dstray. Difficulblies arise -
becausa grants may passe threough sewveral crganlgations belore

reaching their final destination, because oranisationa receiving aid

may be relatively new, citizense groups operating in difficult
conditions and because occasiconally cdonor organisations may wish to
turn a blind eye to the actual use to which their money i1s put.

Funding

9. The total budget of the German Foundations is £107 million
1987 /88 . As noted above the bulk of this i1 from government

SOUrces.

ift. ‘The Watisnal Endowment for Democracy 1%8B budget was EL10.5
millian, The Natlonal Endowment is funded directly by Collgress.
rother programmes of politically coriented aid in the United States
are congiderable : these are administered by Trade Unione orxr by
government agencies; their total budget in 1988 was just under ES0

millten, )

11. ~The Cenadian Internaticnal Centre Eor Human Rights and
Democratic wevelopment has a budget of 5C1 million 1n the L£irst year
of opearation riging to SCH million in the ITifth ¥vear. It recelves
itz funds from the Canadian International Tewvelopment Agency.




