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PROCEDURAL PAGE

At its meeting of 24 June 2007, the Bureau of tiPAEU Joint Parliamentary Assembly
authorised the Committee on Social Affairs andEhgironment to draw up a report,

pursuant to Rule 2(8) of its Rules of Procedurethensocial and environmental consequences
of structural adjustment programmes.

At its meetings of 23 June 2007, the Committee acidd Affairs and the Environment
appointed Mr Alma Oumaro{Niger) and Mr Gay Mitchell, as co-rapporteurs.

The Committee on Social Affairs and the Environmaorisidered the draft report at its
meetings of 12 September, 17 November 2007, 23adgamnd 15 March 2008.

At the latter meeting, it adopted the draft motiona resolution unanimously.

The following were present for the vote: Karin SellegCo-Chair), Sithole (Mozambique)
(Vice-Chair, acting Co-Chair and Co-rapporteur)drila Novak (Vice-Chair), Anne Van
Lancker (for Kader Arif) (Vice-Chair), Oumarou (Mig (Co-rapporteur), Astrid Lulling (for
Gay Mitchell), (Co-rapporteur), Liam Aylward (Copjorteur), Marie-Hélene Aubert,
Baldeh (Gambia), Josep Borrell Fontelles, John Bpiichael Cashman, Chan (Solomon
Islands), Danata (Cameroon), Deerpalsing (Maujitigenanuel Jardim Fernandes, Fiona
Hall, Jutta Haug, Jiménez (Dominican Republic), Blathe Jouye de Grandmaison, Kabore
(Burkina Faso), Maria Martens, Matola (Malawi), Rpal (Suriname), Said (Djibouti), Horst
Schnellhardt, Jurgen Schroder, Thwala (Swazilahogul (Vanuatu) and Armando Veneto.

The report was tabled on 15 March 2008.
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MOTION FOR A RESOLUTION

on the social and environmental consequences of structural adjustment programmes

The ACP-EU Joint Parliamentary Assembly,

- meeting in Ljubljana (Slovenia) from 17 to 20 la2008,
- having regard to Article 17(1) of its Rules ob&edure,
- having regard to Articles 177-181a of the Trestablishing the European Community,

- having regard to the European Parliament resoliomore and better cooperation:
the 2006 EU aid effectiveness package (2006/2208(IN

- having regard to European Parliament resolutiotherstrategic review of the
International Monetary Fund (IMF) (2005/2121(INI)

- having regard to the Poverty Reduction StrategpePEPRSP) approach, initiated by
the IMF and the World Bank in 1999,

- having regard to the Millennium Declaration of &8mber 2000, which sets out the
Millennium Development Goals (MDGSs) as criteriaaddished jointly by the
international community for the elimination of potye

- having regard to the Moneterrey Consensus on Dpuant Finance of 22 March
2002,

- having regard to the Washington Consensus,

- having regard to the Rome Declaration on Harmaioisaadopted on 25 February
2003, and the Paris Declaration on Aid Effectivenasiopted on 2 March 2005
following the High Level Forum on Harmonisation alkignment for Aid
Effectiveness (hereinafter 'Paris Declaration’),

- having regard to the Heavily Indebted Poor Cou(t§°C) Initiative launched in
1996 by the IMF and World Bank, with the aim of emsg that no poor country faces
a debt burden it cannot manage,

- having regard to the Multilateral Debt Relief lattve (MDRI) launched in June 2005
by G-8,

- having regard to Debt Sustainability Frameworkhef World Bank and the IMF
(2005),

- having regard to the Independent Evaluation Oféictne IMF report on the IMF and
aid to Sub-Saharan Africa (2067)

- having regard to the 2005 World Bank Review of ditanality”,
- having regard to the IMF Guide on Resource Revdmaassparency adopted in June

1 0JC 306 E/373, 15.12.2006, pp.373-380.

20J C 291 E/0, 30.11.2006, pp. 118-122.

3 http://www.imf.org/external/np/ieo/2007/ssa/eng/peibort.pdf
*http:/siteresources.worldbank.org/DEVCOMMINT/Docemtation/20651860/DC2005-0013(E)-
Conditionality.pdf
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2005,
- having regard to the World Bank Extractive IndiestiReview of 2004,

- having regard to Performance Measurement Framewfdtie Public Expenditure and
Financial Accountability Programme (PEFA) of Jufe2,

- having regard to the report of the Committee ariad@\ffairs and the Environment
(ACP-EU/100.202/08),

A. whereas the main objective of a structural adpest programme (SAP) is the promotion
of sustainable economic growth, structural adjustrpeogrammes broadly cover the set
of conditions, technical assistance and policy egl¥or a developing country, usually as
part of their lending programme,

B. whereas SAPs have often failed in the countnesghich they have been implemented,
because of overly restrictive conditions imposedhgycreditor, whereas in 2004, the
World Bank replaced its SAPs by a new Developmeititi? Lending instrument (DPL),

C. whereas stable macro economic conditions, inga@ublic expenditure, sound fiscal
planning and debt management, effective publiontiel management and budgetary
systems, market based interest rates and exchatageare fundamental to growth and
development,

D. whereas the SAPs have had disastrous socia@mntnmental consequences for the
ACP countries, including, in particular, the stagpraof school enrolment rates, the
abandonment of higher education and research,meong very high child and maternal
mortality rates, failure to meet the drinking watereds of the inhabitants of ACP
countries, and a reduction in civil servants’ saand hence in their purchasing power,

E. whereas SAP have been aiming at reducing thgdbutkficits of governments, in many
cases leading to a reduction in the budget aimeth&social sectors, despite the fact that
social investments such as in the areas of eduncatid health care are needed for
sustainable economic growth,

F. whereas Bretton Woods institutions have ofteplémented SAP without taking the
specific conditions of recipient countries into diomsideration; whereas such
programmes should be tailored-made in order toesmscthe specific needs of the
countries concerned,

G. whereas after implementing SAP, countries are ofterse off than before, and in cases
where there has been macro-economic improvementefative consequences in the
micro-economic field are often not been mentioned,

H. whereas the Bretton Woods Institutions havegqdafe leading role in structural
adjustment over the past three decades; where@atten Woods Institutions possess a
major influence over lending and development aichast donors and financial
institutions rely on their eligibility criteria,

! http://www.imf.org/external/pubs/ft/grrt/eng/06&.pdf
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I.  whereas the cuts in civil service staff and satain ACP countries and the scaling down
of administrations’ operating resources have lednder-administration in those
countries and to a decrease in the effectiveneggeoafadministrative machinery,

J. whereas donors and lenders rely on conditigngiiten their duty and legitimate interest
to ensure that money provided is managed corraatiyused for its intended purposes,

K. whereas economic policy conditionality has oftesulted in blocking loans and grants
from the IMF and the World Bank and which can leagolicies that are inappropriate to
national conditions or even contradictory to actligvuhe MDGs,

L. whereas the abolition of agricultural subsidie&CP countries has led to a decrease in
yields and agricultural production, resulting toiacrease in the importation of food
products and a decrease in the exportation of agds, and hence in the erosion of the
balances of trade of ACP countries,

M. whereas the IMF and World Bank have differenbipties,

N. whereas the austerity required under the SABsafiacted the social climate, at times led
to political instability, and nurtured corruptiondithe embezzlement of public monies,

O. whereas privatisations and the liberalisatioeafnomies have been effected by the IMF
and the World Bank in an ideological manner; whemegarding Development Policy
Lending, the World Bank states that "reflecting thiged record of adjustment lending,
the policy no longer contains any policy prescdp$ - such as directives for privatisation
and trade liberalisation policied”,

P. whereas the austerity policy pursued withinftamework of the SAPs has reduced
demand, restrained growth and increased unempldymanicularly among young
graduates,

Q. whereas the increase in unemployment has fugdkedural exodus and the migration
flows from ACP countries to wealthy countries,
whereas the SAPs have tackled the symptomsd#rtaevelopment and not its deep-
seated causes, with these being unequal tradeadédlihe domination of multinationals,
and the persistence of these, despite the incneastcial development assistance, has
resulted in negative net flows for the ACP coustrie

S. whereas poor political (democratic deficit) @wdnomic governance is an obstacle to
economic and social development,

T. whereas the declared aims of the IMF are "tonmte international monetary
cooperation, facilitate the expansion and balamgedth of international trade, to
contribute to the promotion and maintenance of lhegiels of employment and real
income, promote exchange stability, improve thereegf disequilibrium in international
balances of payments and provide financial assisttmease balance of payments
adjustments”,

! "Development Policy Lending Retrospective”, WdBank, 7 July, 2006, p. 5
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U. whereas the declared aims of the World Bankareduce global poverty and improve
living standards through two development institasiothe International Bank for
Reconstruction and Development (IBRD), which isused on middle income and credit
worthy low income countries and the InternationalvBlopment Association (IDA)
which works with low income countries,

V. whereas international financial institutions gday a positive role in favour of a more
equitable globalisation, but this requires develgpdifferentiated and non-conditional
approaches, based on ownership and tailored tdfispamuntry circumstances, on issues
such as trade liberalisation, privatisation analabmarket deregulation,

W. whereas there is marginal ACP representatiothericxecutive Boards of the IMF and
the World Bank,

X. whereas sustainable development meets the rdeitie present without compromising
the ability of future generations to meet theirdse

Y. whereas an increase in poverty, massive unempay, diminishing productivity and
falling export earnings could be among the consecge of development strategies that
fail to take into account the social reality of twuntry concerned and the situation of its
natural resources, which are fundamental for theanomy,

Z. whereas implementation of the SAPs has hadmdeitial effects on public investment in
social services, particularly in the field of héattnd education, on the growth of family
salaries and incomes, on employment and on livorglitions; and whereas governments
have also been encouraged or forced to scale dosnintervention in many sectors of
the economy through the privatisation of publicegptises and the liberalisation and
opening-up of the markets to foreign competitiargluding in the field of health and
education,

BA. whereas the adverse impact of the SAPs is r@sed in the post-Washington Consensus
approach, under which facilitating increased invesit in the social sphere is also
recommended,

1. Recommends that the IMF and the World Bank sttramegative conditions of SAPs
and tackle the issues of unequal trade in conneetith the World Trade Organisation
(WTO), debt and limiting multinational interventiom ACP countries; considers that, in
accordance with the Millennium Development Goal®@®4), education (including
higher education and research), health, watercalture (with a view to eradicating
hunger) and the environment must be among theie®of all the programmes;

2. Calls in this context on the World Bank Groupl &éime IMF to refrain from economic
policy conditionality in their lending, to increaseeir transparency of conditionality, to
give a true meaning to the principle of ownershighsuring policies are country
selected, and to focus on outcome-based, anti-powenditionality in their programmes;

3. Considers there should be fairer trade betwee®CP countries and the wealthy
countries, and that liberalisation of the marketstmot leave the weakest economies at
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10.

11.

12.

13.

the mercy of the strongest economies;

Considers that the endeavours to cancel orialeedebt should not be limited solely to
low-income countries, but should apply to all the Acountries in a situation of
overindebtedness;

Considers that interventions by multinational&\CP countries must be limited; in
particular, that the setting-up of semi-public c@mies can enable states to increase their
control over the exploitation of their national sasces;

Welcomes, in this context, the support givenhgyWorld Bank Group, the IMF as well
as the Africa Development Bank to the Extractivauistries Transparency Initiative
(EITI), which "sets a global standard for companepublish what they pay and for
governments to disclose what they receive"; Caligheir continued support and calls on
extractive industry public as well as private compa to comply with the EITI;

Considers that the IMF must help the ACP coastto develop and implement economic
growth policies in line with its initial mandateprsiders that the World Bank, for its part,
should revert to its initial mandate, which is &ghcreate the right conditions for
development and hence to eradicate poverty; thedhMithe World Bank must, in
particular, put aside all ideological considerasiovhen addressing the issues of
privatisation, liberalisation and agricultural sigiss in the ACP countries;

Welcomes the move by the IMF to make povertyuctdn a priority in their
programmes, and that poverty reduction is the ogknag goal of the World Bank;

Considers that unsustainable debt levels, bamareconomic planning and poor policies
seriously harm a country's development and thanfiral instability can have
repercussions on the economy, affecting growths potd economic and social well-
being;

Noting that Poverty Reduction Strategy PapeRSP) are intended to be country-owned
strategies specifically adapted to their developmeeds, is adamant that national
ownership creates important responsibilities fovegaoments in terms of the proper use
of aid, good governance and a firm commitment deelopment agenda,;

Welcomes the recent positive economic perfoomaof many developing countries

including those in Sub-Saharan Africa, which hasulted from a number of factors,

namely; debt relief, multilateral development assise, improvements made by donors
and most importantly the policies carried out byaleping countries;

Welcomes the World Bank finding that countrieseiving debt relief under the Heavily
Indebted Poor Countries Initiative (HIPC) have westn 1999 and 2005, more than
doubled their expenditure on poverty reduction pjaacalls that at least 60 countries
need all of their debts to be cancelled if theytarkave any chance of achieving the
MDGs and that there are yet more countries thatiredurther debt relief;

Stresses that whereas economic growth is egtyeinmportant it does not automatically
lead to poverty reduction and underlines the inguré of equitable development
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policies and pro-poor growth strategies resultingsocial and economic benefits for
society at large and in particular ones focusetherachievement of the MDGs;

14. Stresses the need of fully political and openal cooperation with UN institutions,
especially ILO in order to assess the real consempseof structural adjustment
programmes and possible solution;

15. Believes that sustainable development shoukd dentral priority of reforms and
considers sustainable development to include gowdrgance and human rights and
environmental aspects; recalls that macro-econoefdicms can have a sustainable effect
only when they fully embrace the objectives of haraad social development;

16. Recognises the need for immediate action tbvdéaenvironmental problems;
underlines that the burden of responsibility fghting climate change cannot be shifted
to the developing world. Especially, the growingr@ad for bio-fuel in the developed
world has to be balanced not to jeopardise foodr#gand increased deforestation in
the developing world;

17. Notes that the IMF has strict macroeconomiesuh terms of reserve thresholds and
inflation targeting that determine its guideline®othe use of aid, regrets that the IMF
has blocked the use of available aid to Sub-Sahafréera in some casegncourages the
IMF to be less restrictive in situations that peéranmore ambitious development strategy
and to take into account all available resourcagjqularly aid; notes that fiscal policy
restrictions on these programmes might lead tacdities in engaging health and
education personnel;

18. Regrets that the potential of aid has not e realised in the internationally supported
national reform programmes;

19. Recognises the considerable assistance probiddte EU to the ACP Countries to
mitigate the harmful effects of the transitionabpl and negative conditions of SAPs, as
proof of its commitment to helping those countriégrope, and rich countries generally,
must nevertheless endeavour to increase theipd@d/L% of their GDP; the ACP
countries and the EU must frame a sound partneegirgement with a view to
promoting genuine development in the ACP countries;

20. Welcomes the IMF and the World Bank's Heauilgdbted Poor Countries Initiative
(HIPC); and considers that onerous debt obligatiae prevented countries develap
but calls on the IMF and the World Bank along wd#veloping countries to prevent the
recurrence of unsustainable debt situations, umésrthat debt reduction will have
significant effect only if the indebted country gas out policies that prevent a situation
of unsustainable debts to reoccur;

21. Considers sound public financial managemehetmdispensable to the reform agenda
and calls for greater support to be given to supraadit institutions; welcomes PEFA
the international performance measurement framewoaksessing a country's public
financial management and calls on the Bretton Wawststutions and other donors to
apply it rigorously;

PR\702575EN.doc 9/12 APP/100.202/Affin.

EN



EN

22.

23.

24,

25.

26.

27.

28.

29.

30.

31.

Is worried about the situation of fragile, dartfand post conflict states and underscores
the necessity of the rule of law, a democratictali system, especially respecting the
outcome of elections, and a peaceful and stablagabiclimate for a country to embark
on a positive development path;

Is concerned by the finding of the IMF's Indegent Evaluation Office that there are
differences of views among members of the ExeclBward about the IMF’s role and
policies in low-income countries; considers therefihat the IMF should be reformed
with a view to making it more demaocratic, not lelsbugh better representation of the
ACP countries on its Executive Board;

Is disappointed by the finding that the IMFgiegions with regard the Poverty
Reduction Growth Facility have not materialised practice, and that there is a
disconnect between poverty reduction initiatived aatual policies implemented;

Is concerned by the IMF's operational shortogsiand in particular the diffusion and
implementation of policy and institutional cohesion

Encourages the World Bartke IMF and the WTQalong with the UN and other multi-
national and bi-lateral donors to cooperate tagtieatest extent possible; so as to better
understand and assist the ACP countries under@iis and to achieving the MDGs;

Considers that maximum country ownership paed commitment tdhe policy reforms
are fundamental to their success; stresses thefoead integrated approach on decent
work (employment, social protection, social dialegrghts at work and gender
mainstreaming) for the effective uptake of emplogirend social policy at national
level;

Calls on the relevant international bodiesréate mechanisms for the exchange of
experiences which can serve as tools for thosetgesarn which the process of
economic restructuring has failed, or in whiclsitlue to be launched;

Urges those countries with economic restrustuprogrammes to submit regular reports
to the Assembly on the functioning and developnoeéihose programmes and the
relevant agreements, so that best practices canduered for the benefit of the other
members;

Considers it essential that governments akdmountable to their citizens with regard
to the management of public revenue and expendimctin particular over revenues
earned from extractive industries, and calls ornweld Bank,the IMF, the EU and

other donors to demand that public revenues areageehin a transparent fashion; for
this, it is essential that democracy and the réilew be strengthened in the ACP
countries; it is also vital to strengthen the maehy of State by equipping it with
substantial human and operating resoursgesses the importance of creating a culture
of accountability which fully involves parliameraad the audit institutions;

Considers that the funds embezzled by dictabmst be repatriated to the ACP countries;
the EU must, to this end, bring all its influenoédkar on the banks in which those funds
have been deposited; welcomes in this contextatinech, on 17 September 2007, of the
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joint UN-World Bank Stolen Asset Recovery Initiaiwvhich aims to stop asset theft by
strengthening accountability institutions in deyehg countries;

32. Regrets that the IMF's Independent Evaluatifit®©has found that IMF representatives
in operation countries are stretched and do najztely engage with local players;

33. Considers that the elaboration and implemeantadf reform programmes should seek to
increase democratic legitimacy through the involgatrofparliaments, as well as
consulting with other actors, namely the sociatnpens and civil society, in particular
organisations of employers and workers;

34. Underlines that policies that encourage prigatdors growth, including the promotion of
foreign direct investment, open and well-functignfimancial services, economic
diversification, encouraging a spirit of enterprésel private land ownership are
prerequisites for economic development and shdndcetore be reflected in the
programme; encourages in this context public—peiyatrtnership;

35. Considers that the State has a role to playeast in managing the economy and in all
the sectors where private initiative is wanting;

36. Is worried about the dependence of some ACRtges on one main export, which is
usually a basic commodity, and in this regard aersi that the encouragement of
industrial development and economic diversificatistrategies are essential for
sustainable growth;

37. Considers that for there to be sustainable Idpueent, it is necessary to promote, at
international level (including via the WTO), theyjilag down of rules on fair trade, to set
prices for products from developing countries whafford those countries sufficient
revenue to guarantee workers there fair and dguentto guarantee the right to food
security for all, and to cancel developing coumstridebts where it is shown that such
cancellation is likely to enhance significantly thang conditions of the inhabitants of
those countries and not just of their leaders;

38. Considers that prior to any privatisation intees of the economy, it is imperative to
assess objectively and impartially the economicsouilal effects this will engender, that
privatisation can therefore only be undertaken wiherliving conditions of the whole
population stand to improve, and that it is ess¢ti have binding international rules in
this field, particularly in order to monitor thetaties of local and foreign companies as
regards compliance with acceptable social and enmental standards;

39. Considers that privatisation as a borrowingddoon is not an effective way to implement
change and that countries should possess maximumership of these crucial policy
decisions;

40. Welcomes that the World Bank's narrow focupavatization and liberalization has been
replaced by a broader view regarding institutiorédrm and complementary policies;

41. Welcomes the more targeted and pragmatic pédicys of the World Bank that allows
for greater flexibility focused on medium-term rafcs;
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42.

43.

44,

45.

46.

47.

48.

Welcomes the IMF's review of conditionality azadls for the immediate implementation
of its conclusions that place a greater focus amty ownership, harmonisation of
policies across sectors, stakeholder consultatmaplementing the essential, tailored
policies, predictability and transparency; stresbas conditionality should not
undermine national autonomy and independence inypoiaking, conditions should be
limited to ensuring that assistance is used fantended purposes, such as control
against corruption, and to prevent giving assisgdngovernments that do not respect
human and democratic rights and undermine couhgfists to achieve the MDGs;

Welcomes the increased sense of national ohipepser programmes, however reiterates
that a strong commitment to necessary developneémtrns is a prerequisite;

Calls on donors to increase the coordinatiath@if activities, but is concerned about the
impact this may have on country ownership, andidens it crucial that national policy
ownership is upheld at all times and that develggountries can decide on their
development strategies;

Stresses that environmental conservation astégiron tasks cannot be undertaken by
the government alone; calls to develop partnershifislocal and foreign agencies
(WB/IMF, UN Agencies, WWF and Universities);

Calls on the EU and ACP representatives todioate their positions better on the boards
of the World Bank and the IMF in line with developm objectives of the European
Union and ACP countries and to ensure that EU famdssolely used for these objectives;

Welcomes the recent adjustments of the votiraasg in favour of some countries but
calls on the IMF and the World Bank, in the intér@sheir own legitimacy, to make
further improvements in the decision making mecérasito be more transparent and
give appropriate weight to developing countries;

Instructs its Co-Presidents to forward thi®heson to the ACP-EU Council, the
European Commission, the African Union, the WorlthB and the IMF.
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