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Douglas Hurd's speeches here in January and April described ways in

which British foreign policy and diplomacy was responding to the

changing world scene. He stressed that the UK was expected to, and

wished to, play its part in the international effort to stop a sude

into disorder.

The aid scene too is changing rapidly. I would like today to draw

together some of my experience from four years as Minister for

Overseas Development.	 I would also like to share with you some

thoughts about how the aid programe is changing so as to reflect the

changes in the environment in which it operates.

One thing, however, that has not changed is the central aim of the aid

programe, that is to reduce poverty and to improve opportunities -

in a lasting way - for individuals, families and communities in the

countries which we assist. President Kennedy put it as well as anyone

ever has, when he said in his inaugural speech,	 "If a free society

cannot help the many who are poor, it cannot save the few who are

rich."

Development Successes 

Man made disasters on a massive scale are a tragic feature of the

current world scene. You see the results on your TV screens with

distressing regularity. One change we and other donors face is a

great increase in the	 demand for humanitarian aid. 	 I will say

something later about ODA's response to that demand.

But the focus on these emergencies must not obscure the size or the

importance of our efforts in the provision of long tem development

aid. This help does not grab the headlines.	 But this long ten

business of helping to provide a better standard of living for poor

people in poor countries is an investment in ah l our futures.



The attention paid to disasters has also helped hide the success in

development there has been. 	 It is a familiar case of bad news

squeezing out good. The current images of developing countries are

almost entirely ones of misery and despair. This does a disservice

to the achievements of many developing countries, with the help of

external assistance, in improving the welfare of their people.

Nor is it an accurate image. For success there has been. Over the 25

years to 1990, GDP growth in	 low and middle income countries was

nearly 5% per year. The growth in per capita incomes was nearly 2.5%.

At this rate, per capita incomes double in 30 years. Income is not

the whole story: adult literacy has increased from 42% to 65%; the

rate of infant mortality has nearly halved; life expectancy has risen

from 51 years to 64 years. These are not abstract numbers. They mean

real progress and real improvements in the standards of living for

hundreds of millions of people.

Success has been most striking in East and South East Asia whose

development has been at a	 rate unparalleled in history.	 In

Central Europe we are now seeing, for example in Poland, the first

signs of sustainable growth.	 In South Asia, home to so many of the

world's poorest, there has been progress, too, with an increasing

commitment to economic reform. In Africa reforming governments are

now starting to see the benefits, for example, in Ghana and Uganda.

Even in Ethiopia, which I visited last month, there are encouraging

signs of economic recovery after years of civil war and mismanagement.

This is not to say that progress is uniform or that all are

prospering. Far from it. There has been a great range of experience,

from formidable success to continuing and tragic failure - with all

the human suffering that entails. There are still a billion people

in the world in absolute poverty, mostly in sub-Saharan Africa and

South Asia. Many of them live on less than a dollar a day. Their

plight has to be our concern.	 But we must not let this obscure the

real successes that can be, and have been, achieved.
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Role of Aid

By far the biggest influence on whether countries develop successfully

or not is the actions and policies of national governments.

Governments must set the framework for sustainable development: one

in which individuals and communities can help themselves.	 I make no

apologies for again highlighting the importance of good Government,

sound finance, and an enabling environment for the private sector.

This involves difficult, and sometimes unpopular, decisions. But the

rewards for those taking the right decision are clear. 	 In recent

years a growing number of developing countries have reaped the benefit

in greater economic growth, higher standards of living, and increasing

access to international finance and private investment.

But developing countries cannot do it ah l alone. Developed countries

have played a vital role in supporting their efforts. This is not

just a matter of aid.	 The	 UK aid programme is part of a wider

framework of support we provide for development:

first, developing countries need peace and security;	 Britain's

work in the P5, the G7,	 the EC, NATO and the Commonwealth sil

contribute to this, as does our more visible presence in so many

peacekeeping efforts.

secondly, they need freer trade: opening markets is probably the

most important single thing that the developed world can do for

developing countries as a whole, and for the former Eastern bloc,

allowing them to earn their own way. The EC remains committed

to a global and balanced outcome to the Uruguay Round by the 15

December deadline. The UK continues to give sil possible support

to the European Commission in its efforts to achieve this.

thirdly, debt relief: 	 a successful resolution of 	 the Latin

American debt crisis of the 1980s has helped pave the way for the

vital return of private investment to the region. But for the

poorest, most indebted countries debt repayments continue to pose

a massive burden, swallowing up vitally needed resources which
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would otherwise be used to finance productiva investments, and

thus raise their living 	 standards. Where repayments are not

being made this presents a major obstacle to any prospect of a

renewed flow of external finance other than aid. Again this is

an area where the UK has taken the lead.	 17 countries have

benefited so far from 	 exceptional relief	 of official debt

following proposals first made by John Major in Trinidad in 1990.

But the debt relief terms available so far have not been enough

to meet the need y of the poorest countries, struggling with

reform. So far the relief has in effect applied only to debt

service falling due. We want to see immediate reduction in the

stock of official debt for countries that are following an IMF

economic reform programe, on a case by case basis. We are

pressing for the level of reduction to be increased beyond the

existing 50% to 80% for the most needy. I have been pushing for

there improvements -most recently at the Conference on African

Development in Tokyo.	 You will find no more determined or

persistent advocate of full Trinidad terms than the UK.

fourthly, there is the provision of financial flows - not just

official. Total financial flows to developing countries have

increased substantially,	 reaching $176bn in	 1992. Most of the

increase was accounted for by a rise in private flows from $60bn

in 1991 to $100bn in 1992. One reason for a degree of greater

optimism about the prospecta for developing countries is this

indication of their increasing attractiveness to private

investment and lending.

But aid also has a vital role. Many developing countries, especially

the poorest, are not yet at a stage when they can attract substantial

private flows. Nor are many of the poorest yet generating the levels

of savings needed to finance essential investments. The obstacles are

a result of the poverty of the countries concerned. In part, too,

this is a matter of inadequate policies on their part over many years.

These are changing. We work hard with other donors to encourage such

change. But even with better policies it takes time to develop the
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institutions and infrastructure that private investors seek. Thus the

poorest and most indebted countries need continuing external

concessional finance to help support the process of economic reform

and to finance essential imports. They need well-targeted assistance

to improve their physical infrastructure, their productive capacity

and the health and skills of their populations. They need advice and

know-how to help them manage the process of change. This can range

from how to manage their forests on a sustainable basis to the

establishment of decent legal systems.

The Future

I now want to look to the future, and to say something about the new

challenges we face and how we are already adapting our aid programe

to address them.

¡Ud and the UK interest

One element highlighted by the changing international scene has been

increasing appreciation of aid's role in preventive diplomacy, at

three levels:

in the long term, it is clear is that poverty and deprivation

contribute to disorder and conflict. More prosperous countries

with better educated and healthier people are better able to cope

with the effects of disaster when it does strike. This is one

of the reasons why our long-term development aid to poorer

countries of Africa and Asia, and elsewhere is so important. It

helps enable people to progress out of poverty. These programes

are by far our biggest effort, and must remain so.

aid can and must also help address issues such as climate change,

the destruction of biodiversity and ozone depletion, which if

they are not effectively tackled will damage the rich and the

poor across the globe.
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Prosperity in the developing world is good for the world economy

and hence for the UK. For example, the recent rapid growth of

the East Asian economies this past year has greatly helped our

exports when markets in Europe and North America are depressed.

Our aid programme gives British industry access to business

financed by multilateral aid. And the Aid and Trade Provision

enables British companies 	 to compete for sound development

projects in the poorer countries.

At time of transition, aid also forms part of our effort to

enable major changes, political and economic, to take place

without disorder. Aid has a key role, as part of overall UK

effort, and wider international response, to support the process

of transition. Where necessary, it also cushions the immediate

effects of	 the changes.	 In central Europe and the FSU the

challenge for donors has been to support the fragile but vital

process of a transition to pluralist democracies and a market

economy.	 The recent events in Moscow have underlined the

difficulties that some of the countries face. We have provided

help through the multilateral agencies, and our Know How Funds

provide flexible and closely-targeted bilateral assistance.

Following the Middle East Peace Agreement we shall build on our

bilateral assistance we have provided for many years to the

Palestinians in the occupied territories and elsewhere. Much of

our help will be channelled through the EC, which has already

agreed to make available	 an additional 20 mecu of immediate

assistance for 1993. And we will be contributing bilaterally,

through our continued support to UNRWA and to the World Bank

Trust Fund. In south Africa we have built up a programme to

promote change to a democratic and non-racial society. Last year

this cost over Hl million with a similar sum as our share of EC

aid. Some 70% of our bilateral aid to South Africa is spent on

education.	 With the transition process now at hand, we are

expanding our training in such fields as public administration,

economics, health and policing issues - all crucial to the 'new'

South Africa.
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and, if all these efforts fail,	 aid is at the centre of our

response to humanitarian emergencies and to help underpin peace

processes. Our Disaster Relief Initiative, with our ability to

respond swiftly and flexibly makes the UK uniquely well prepared.

The key to better delivery on the ground is good coordination:

among UN agencies, NG0s, donors. 	 ODA fully supports the

Department of Humanitarian Affairs, and its work to improve the

international emergency response.

5tructure of Aid Programme

The structure of our aid programe is also changing, in response to

the changing scene, and in response to the constant need to ensure

that we, and the countries with which we work, get the best possible

value from the programe.

(1) In helping to achieve the central aim of reducing poverty and

improving opportunities - in a lasting way - for people in the

countries we assist, we have set out seven key objectives. This

allows us to target our aid on those elements underlined at last

year's UNCED conference at Rio as	 central to promoting

sustainable development. For ODA our 7 priority objectives for

next year are the following:

First, to promote economic liberalisation. 	 Economic progress

requires policies which encourage investment, give incentives to

producers, and improve efficiency in the public sector. To this

end we are providing substantial balance of payments support to

low income countries	 in Africa	 in the World Bank-led Special

Programe of Assistance.	 We have also	 supported adjustment

programes in India,	 Guyana and	 Bangladesh.	 Assistance with

economic liberalisation is also a feature of our programes in

Central Europe with help on banking reform, management training

and privatisation.
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Second, to promote enhanced productive capacity 	 through

encouraging more effective public expenditure programes with

priority to basic socio-economic services; improving management

skills; and promoting the private sector. We use our aid to

improve the environment for private sector development - better

policies, better infrastructure, better institutions, better

educated and	 healthier people.	 The Commonwealth Development

Corporation is our instrument for	 investing in good	 private

sector projects where private investors are unwilling to provide

the necessary finance. It has a first class record and I want

to see it continuing to play a big role.

Third, to promote good government:	 we use the aid programe to

help the establishment of more	 effective and honest public

administration, improve the administration of justice,	 promote

human rights and democracy. In Latin America, Asia, Africa and,

of course, in the former Eastern Bloc, the last few years have

seen heartening moves towards 	 better and more democratic

government.	 We must continue supporting this process.	 The

increasing share of our aid provided through non-Governmental

Organisations also helps to provide a more balanced pattern of

development.

Fourth to help developino countries define and carry out poverty 	
	

o!

eduction strategies. It is important to understand the specific

nature of poverty in low income countries if policies and actions

are to be taken which have a direct sustainable impact on the

poor. The poor must be given the opportunity and capacity to

generate income for themselves.	 Any idea that low income

countries can create, in the foreseeable future, government

financed welfare systems to cope 	 with poverty is	 entirely

unrealistic.	 We are working with governments in helping them

focus their own policies to help improve the lot of the poor.

Fifth, to promote human development, including better education

and health, and children by choice. It is right that we should

give priority to improving standards of health and education -
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particularly at a primary level - and to making it possible for

poor people in developing countries to chose their own family

size. We are currently spending overall around £100m a year in

the health population and related sectors.

Sixth, to promote the social economic legal and political status 

of women. In the past, too many development strategies have

ignored the role of women. We have a range of activities to

ensure this is	 no longer the case for ODA and to encourage

developing county governments, and other donors, to do the same.

Seventh, to	 help developing countries tackle national 

environmental problems; such as deforestation, water and air

pollution;	 helping them promete energy efficiency and

sustainable agriculture.

And in addition to these priorities in our long term aid, the

imperatives of providing effective and timely humanitarian aid

in response to	 disasters, natural and man-made, will be a

continuing priority, by necessity.

(2) Our objectives	 have to be furthered in the context of three

changes

(i) a shifting balance between multilateral and bilateral aid. The

rise in our contributions to multilateral agencies, many in the

form of long-term binding commitments ja, en current plans, going

to squeeze the resources we have available for our bilateral aid.

Our participation in most of these bodies is a reflection of our

interest in sustaining a shared effort by the international

community to address major issues. This coman effort can often

be effective.	 But we will continue to be very critical of

organisations which are ineffectively managed and run. In some

cases, where	 it is feasible, we are prepared to cease

contributing to the organisations. At the moment our spending

through multilaterals, including the EC, accounts for some 45%
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of our total aid:	 this figure is set to rise still further.

This means it is vital that we play a full role in ensuring that

our multilateral contributions are used effectively and reflect

our objectives;

within our bilateral aid, a change, reflecting judgements about

effectiveness, towards greater emphasis on technical cooperation,

institution building and policy reform advice (often linked to

multilateral aid),	 with less emphasis on project aid of

traditional infrastructure kind. We will continue to work hard

to ensure that the forms of our bilateral aid and the systems we

are using make it as effective as possible. The involvement of

a large number of	 UK citizens and institutions, public and

private, will continue to be important in this endeavour;

and as you all know there is a considerable shift in the

balance of our aid from development to humanitarian aid.

I do not know whether that balance will shift further or

whether it can be reversed. What I do know is that these

are choices that the donor community should be thinking

about more explicitly. I should welcome a further debate

on this.

A vital thread running	 through all this is that our aid must be

closely geared to the particular needs of the recipient. We do this

through a constant dialogue with the countries in which we work. But

more broadly we are increasingly reflecting the wide range of

developing country experience in the sort of aid we provide.

Thus, we	 aim to focus	 our financial assistance primarily on the

poorest developing countries - those who do not have access to sources

of private investment.	 For the better off countries, which have

increasing access to private and semi-concessional flows, our help

will increasingly focus on technical cooperation: the provision of

advice, know-how, training.
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We have built up considerable experience in managing such technical

cooperation programes.	 This experience helped us when we faced the

new challenge of assisting the process of transition in Central Europe

and the former Soviet Union. The Know-How Funds we established for

the region have been much admired. But the lessons that we had learnt

elsewhere in helping to build up institutions were often relevant to

the work of the Funds.	 Similarly valuable lessons are now being

learnt from our Know How Fund programes which can help us improve our

assistance to other countries in transition.

But tailoring and targeting our aid to the needs of individual

countries and groups does not mean maintaining an increasingly

artificial delineation of the budget line for each group. After an

initial period of rapid development of our programes and mechanisms,

it now makes sense to consolidate our external assistance programes,

including for central Europe and the FSU, into a single budget line.

This will enable us to apply our professional resources even more

flexibly and responsively to meet changing needs. And it will assist

the process of better targeting of resources, tailoring our response

to the needs of individual countries in geographical areas.

This does not mean any	 lessening of our commitment to the poorer

countries of the South:	 indeed we continue to see such countries as

being by far the main recipients of our concessional finance.

Nor does it mean a change to the way in which we manage our highly

effective assistance programmes, through the Know-How Funds, to the

former Eastern Bloc.	 What it does mean is better use of our

resources.

Aid Effectiveness 

You would not expect me, only six weeks away from the Budget

Statement, to say anything about the future of the aid budget. What

is olear though is that aid resources will always be under pressure.



The taxpayer expects an assurance that what resources we can put into

overseas development are effectively used. I am therefore determined

to push even further the effort to ensure that every pound we spend

delivers real value. The aid programme cannot stand still.

The Overseas Development Administration has a good reputation for

professionalism, but we have no intention of resting on our laurels.

Over the last year or two, we have for example reviewed the way in

which we manage the aid programme overseas. This has led to a greater

devolution of responsibility and, in particular, to the setting up of

new Aid Offices in Pretoria for Southern Africa and in Dhaka for

Bangladesh.

We must also learn lessons from our various aid activities. We have

recently introduced stronger measures to ensure that the results of

the excellent work done by our independent Evaluation Department are

fed back into the formulation and design of our projects.

One clear lesson from evaluation is the importance of helping

countries build effective institutions. This requires new and more

flexible approaches in our technical cooperation activities - the

provision of advice and know how. We are therefore continuing to move

away from traditional approaches of providing individual long term

experts to fill gaps in expertise, in favour of carefully designed

packages of training and consultancy inputs, sometimes drawing on the

skills of a particular British institution as a twinning partner. And

we are considering greater use of local and regionally recruited

expertise to improve the cost effectiveness and relevante of our

assistance.

I referred earlier to the importance we attach to achieving the

objectives that I have set out for the aid programme. Next year we

will start with the production of regular reports assessing our

progress against each of the objectives that I have set out. The

results of this will be publicly available, in order to improve our

accountability to Parliament and to the taxpayer.
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In delivering the programe we are crucially dependent on our partners

here in Britain.	 These include the volunteer agencies and other non-

governmental organisations, as well as the British Council and the

Crown Agents.	 We also depend on the many British centres of

excellence in ah l aspects of development; and on the skills of British

industry and the consulting profession. I wish today te pay tribute

te them al!.

We must also seek improvements in the management of our multilateral

aid.	 Britain	 must use its considerable authority within the

international system te press every multilateral institution of which

we are a member to undertake a relentless search for more effective

ways of doing business. The recent work carried out by the World Bank

on its own effectiveness as a donor is encouraging. We would like to

see similarly self-critical approaches from other institutions that

we support. Our attitude te future replenishment exercises and te

voluntary contributions will be significantly affected by our

assessment of the institution's willingness to take these issues

seriously. We have joined the Nordic countries and other donors in

pressing hard the case for reform within the UN system. Britain was

instrumental in the setting up of the UN Department of Humanitarian

Affairs in 1992. I have personally devoted a lot of time te pressing

the UN and the DHA into enhancing the DHA's role in coordination.

This needs te be matched by evidence that DHA is able te carry through

this role effectively. I am encouraged by the responsiveness of Jan

Eliasson te my concerns.

Last but certainly not least, I am most anxious te see further

improvements in the effectiveness of the European Community as an aid

donor both te developing countries and te eastern Europe. Over 20%

of our aid is spent through the EC. There has been some progress.

I want te see more. We are encouraged by the policy framework being

put in place by the Council of Ministers under the title "Horizon

2000.	 But I should like te see a good deal more progress to improve

management and accountability of Commission spending. We can then

judge how our money is being spent. The Commission must apply the

evidence of good government te all its allocations of aid. We have
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seen the first signs of this but there is still some way to go in

ensuring that development cooperation concentrates on those who will

make best use of it.

Conclusion

The world is continuing to change rapidly. Our aid programe has

adapted, but needs to adapt further. I am confident that Britain's

aid programe has the ability to play a full part in the challenging

times ahead.
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