The G7 Finance Ministers Meeting

London, 4th - 5th February

WHAT DO WE KNOW?

Chancellor Gordon Brown has said that the meeting of the seven most powerful countries will be remembered as "the 100% debt relief" summit (BBC News 7 Feb).  To read the communiqué (LINK TO TEXT) one might think that the debt is as good as cancelled. But the news on Friday suggested that any progress would be blocked by the United States.  How did we get such a good result from such a bad beginning?  Did we even get a good result?  What should we believe?  What do we know?

Slippery slopes

The communiqué itself is awkwardly worded to rule out anything specific. It says: “We are agreed on a case-by-case analysis of highly indebted poor countries, based on our willingness to provide as much as 100 per cent debt relief.”  Domenico Siniscalco, the Italian finance minister, described how they arrived at this phrase: “On the wording of the debt relief we started with ‘100 per cent', which then became ‘up to 100 per cent' and ended with ‘as much as 100 per cent'.”  The sticking point here appears to have been Japan, who opposes 100 per cent relief of all debt - though reports hint that Japan is not alone in this.  The communique speaks of treating cases "case-by-case" because Germany opposes blanket relief for all debtors

A finger on gold

There seems to be general agreement by the Ministers that IMF gold will be used to finance debt relief.  Rodrigo Rato, IMF managing director, has been asked by the Finance Ministers to make proposals to the fund's shareholders at its April meeting as to how gold could be used in this way.  Canada opposes gold sales, saying that it would be prepared to fund its share of the debts directly; the US opposes it too, but does not appear to be offering a more constructive alternative.

The level of relief.  

The communiqué speaks of debt relief, not cancellation.  Debt cancellation involves the debtor country ceasing to pay any payments with respect to its debts, and the actual debt stock being reduced to zero over a period of time.  Debt relief could mean something much weaker: it could mean that the debt stock is just reduced, but continues to build up in the future, it could mean that interest payments are suspended, or even just reduced temporarily. Mali, for example, has received two rounds of debt "relief" under the enhanced HIPC scheme.  As a reult its debt has fallen by a fifth of what it was originally.  Mali continues to pay more on repayments than it does on health or education, its Millennium Development Goals slipping into the Saharah.  A former government Malian minister described the "relief" as an insult.

The difference between relief and cancellation matters.  We do not yet know what the G7 Ministers have in mind.

The strings

A recent report submitted to Gordon Brown by the All Party Parliamentary group on HIPC in Westminster has argued that the HIPC Process is highly flawed.  A serious concern about the HIPC process concerns the undemocratic conditions that are put on debt relief.  The communiqué does not mention this issue at all: we have to work hard to ensure that this fundamental flaw in the process is not obscured by the details.

For the first time, poverty and development were the most important issues on the agenda of the G7 Finance Ministers.  This is a triumph for debt campaigners worldwide: we should never forget that the Ministers would NOT have discussed this in such detail, that Nelson Mandela would NOT have been there, without the actions of concerned global citizens within the Jubilee campaign.  

More dates:

Second Finance Ministers Meeting

Rodrigo Rato reports to the IMF on options for use of IMF Gold

Third Finance Ministers Meeting

G8 Meeting, Scotland

