ILP – Fair Trade
Some points for consideration

1. In the four years 1997-2001 commodity prices lost nearly HALF their purchasing power when compared with manufactured goods. So, as most developing countries earn considerable proportions of the foreign exchange from this sector they had to export twice as much to purchase the same amount of imports.

2. The members of the G8 maintain 900% tariffs on key exports from developing economies such as sugar, rice and dairy products. By contrast a growing number of developing economies have reduced their tariffs as part of an IMF or World Bank loan package.

3. The EU subsidises sugar beet by 300%, the US subsidises cotton by 100%. Nearly 50% of Africa’s exports are made up of coffee, cotton and sugar. A cotton farmer in Burkina Faso can produce a pound of cotton for 21 cents (US), whilst their US equivalent produces the same for 73 US cents. It is believed that the removal of EU and US cotton tariffs would boost African cotton exports by 75%.

4. The developing world spends US$13 on debt repayments for every US$1 it receives in grants.

5. It is believed that possibly as many as 7 million children die each year as a result of monies being used to pay debt and not for investment in health care. 

6. If the G* countries gave debt relief to the poorest 20 countries it would cost US$5.5 billion which is the equivalent of the cost of building Eurodisney, near Paris, France.
7. The debt in Africa was mainly acquired during the early 1980’s when the loans given in the 1970’s became too costly to repay. These loans were offered by western banks in the aftermath of the 1973 oil crisis. This was the result of the Arab-Israel conflict of the same year which caused a 400% increase in the price of barrel of oil. The increase of funds flowing into the oil rich economies had to be lent on to banks as their domestic economies could not re-cycle them.

8. The G8 countries plus Australia spend US$ 350 billion a year subsidising their farmers. They spend one seventh of this on aid to the developing world. If they spent the same amount on aid as they do on farmers then at current estimates the developing world could provide clean water for everyone (cost US$ 170bn), a primary school place for every children currently NOT in school 

(US$ 6bn), basic health and nutrition for all (US$13bn) and pay off the public     debt of the most indebted countries of the world (us$ 90bn).
9. Who might qualify for debt relief?

The 27 countries who are eligible for debt relief under the HIPC (highly-indebted poor countries initiative) and the 18 have reached completion point in bold: Benin, Bolivia, Burkina Faso, Cameroon, Chad, Democratic Republic of Congo, Ethiopia, Gambia, Ghana, Guinea, Guinea Bissau, Guyana, Honduras, Madagascar, Malawi, Mali, Mauritania, Mozambique, Nicaragua, Niger, Rwanda, Sao Tome Principe, Senegal, Sierra Leone, Tanzania, Uganda, and Zambia. 
The 11 countries who theoretically qualify for debt relief but have not allowed to join so far are: Angola, Burundi, Central African Republic, Ivory Coast, Comoros, Congo, Liberia, Mynamar, Somalia, Sudan, and Togo. 
The Jubilee Debt coalition argues that another 21 countries should qualify for full debt relief: Azerbaijan, Bangladesh, Cambodia, Equatorial Guinea, Eritrea, Georgia, Haiti, India, Indonesia, Korea, Kyrgyz Republic, Lesotho, Nepal, Moldova, Nigeria, Pakistan, Sri Lanka, Tajikistan, Uzbekistan, Vanuatu, and Zimbabwe. 

10. Poverty – most agencies agree that 40 million people a year die from hunger and hunger related diseases each year. Of this number approximately one half are children. Put in stark terms a child dies every 3 seconds from a preventable illness. The most recent UN estimates on average income record three billion people as living on less than US$2 a day. Though part of their requirements may come from self produced goods and from ‘shadow’ markets this sum is very low and must contribute to poor health and premature death. Alas, the ‘poverty gap’ is growing. In 1950 average income in the UK was 35 times that of poor countries and by 1994 it was 74 times. Though the latter figure is rather dated it is unlikely that the difference has been reduced during the last decade.

11. Information Technology – one way of noting how fast the access to technology is increasing is to look at Internet use in various countries. In the US for every 1000 people 552 have direct access to the Internet, whilst in Sub-Saharan Africa the figure is 9.6. The UK records a figure of 448.8 per 1000.

12. Climate – The G8 countries account for 65% of global trade and 47% of global carbon emissions. Each year we destroy an area of rainforest equal to that of England and Wales – de-forestation contributes 30% of all carbon dioxide emissions through ‘slash and burn’.
13. Traditional ways of life – in the UK we use just 0.5% of traditional fuel in our cooking, heating etc. In Sub-Saharan Africa they use 62.6%. Once again this is contributing to de-forestation.

The following is an edited version of an article that appeared on the BBC World Service.
Why has debt relief become such an important issue? 
This year is an important stage in efforts to achieve a set of targets known as the millennium development goals for reducing poverty and related problems. These efforts will be a key theme for the G8 summit in July, in Gleneagles and at the United Nations summit in September in New York. Tony Blair has chosen climate change and Africa as the big themes, and he - and Gordon Brown - wants the G8 to agree action in three key areas. They want 100% debt relief for the poorest countries, a large increase in development aid and changes to world trade rules that to make it easier for African economies to grow. 
Who is the money owed to? 

Most of the very poor countries in sub-Saharan Africa owe money to rich country governments and to international organisations - the main ones being the World Bank, the IMF and the African Development Bank. Oil-rich Nigeria is an important exception. About 80% of the debt is to rich country governments, but African countries also owe money to private sector lenders. Although they are not nearly as large as the debts owed to governments and organisations, some creditors have taken court action in an effort to secure full repayment. 

How much difference could debt relief make for poor countries? 

If poor countries don't have to spend so much on debt payments, they can use the money instead for things which help reduce poverty. Among the most common priorities are basic health-care and education and improving roads in rural areas - which is where poverty is often at its worst. That said, countries which have already been through the current crop of debt relief initiatives are still paying about $2.5bn to service their remaining debts. 

What debt relief programmes already exist? 

The main one is the Highly Indebted Poor Countries Initiative - generally called HIPC - which was launched in 1996 and for which a total of 38 countries, mostly in Africa, are in principle eligible. To qualify, countries have to be very poor and have a very heavy debt burden. They also have to maintain economic stability and produce a strategy for reducing poverty. A total of 18 have reached what is called the "completion point" - the end of the HIPC process. Another nine have got to the "decision point", at which debt relief starts to kick in. The World Bank says that the total debts of these 27 countries went from $80bn to $28bn as a result of HIPC and other debt relief initiatives. It also says that what it calls "poverty-reducing expenditure" went from 40.9% of government revenue in 1999 to 48.5% in 2003. There are another 11 HIPC countries yet to reach their decision points. Most have had difficulties such as internal conflicts, which have prevented them doing all that is required for debt relief under the initiative. 

Why has it taken so long to reach a final agreement? 

There have been disagreements about how to fund the debt relief. There appears to be an acceptance that extra money will be needed so that the World Bank and African Development Bank should not have to take all the cost themselves - which would mean less new aid money available. But it is still not clear what will happen to debts owed to the IMF. And there has been a disagreement about whether to sell gold from the IMF's reserves to pay for debt relief, a policy which the US opposes. It is also unclear just how many countries would benefit from further debt relief, or exactly what conditions they would have to meet. 

