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Introduction

During the decade of the eighties, three major issues
occupied the attention of the world, particularly the .devel oping
countries. These are the issues of devel opnent,.-the gl obal - debt
crisis, and hunman rights.

Usi ng devel opnent nodel s reconmended by wel | - meani ng
multilateral institutions, aid-giving industrialized countries,
and by their own foreign-trained nationals, developing . countries
struggled mghtily but unsuccessfully with ever increasing |evels
of poverty. Because the problem of poverty remains unresol ved and
devel opnent goal s have not been attained, nore and nore countries
arm questioning devel opnment nodels prem sed on increased |evels
of external borrowi ng, nassive foreign investnent, i mport
i beralization, and other related econom c -policies. They are
now engaged in efforts to work out developnent nodels  which
maximze the wutilization of local resources, preserve t he
environment, reduce the intolerable debt burden, and directly
confront the problem of poverty. -

The decade of the eighties also saw the escalation of .the
" global debt <crisis to unmanageable proportions. Strategies
recommended by creditor banks and creditor countries, notably the
Baker Plan, and now the Brady Plan failed to staunch the
continued negative outflow of resources from the I ndebt ed
devel oping countries to the creditor institutions.and countries.
Even as these indebted countries willingly wunderwent harrow ng
adj ustnent prograns at trenendous human and social cost, it. is
now -conceded that they are no better off than in 1982 at the
start of the global debt crisis. At the same tine, the Wrld
Bank observed that "During the past three years, growh in the
industrialized countries has actual ly exceeded  earlier
_expectations.” Thus, the decade of the eighties saw continued
grinding .poverty for indebted -developing countries even as
industrial -countries experienced buoyant econom c grow h.

The persistence of the global debt crisis inépite  of t he
pl ethora of "nenus" and "options"” which have been proposed and
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i npl enented -at great human cost, clearly indicates that the
crisis cannot be solved by inpressive technical sol utions
directed at the debt problem excl usively. It is becomng nore
obvious that the problens of external debt are clearly linked to
econom ¢ policies and devel opnent strategies.

The decade of the eighties |ikew se saw intensified struggles
of the peoples of nany developing countries to evolve nore
denocratic systens *and assert national sovereignty in determ ning
paths to devel opnent. This has brought about greater concern for
human ri ghts, both of nations and of individuals.

The experience of the devel oping countries during the decade
of the eighties has explicitly shown that the issues of
devel opnent, external debt, stabilization prograns and human
rights are closely interrelated.

The specific experiences of indebted developing countries
i ndi cate that nodels of developnment inplenmented by t hese
countries constitute a mgjor factor in the escal ation of external
debt to unnanageabl e proportions. The devel opnent nodel s
followed by many developing countries are premsed on nassive
external borrowing as an indispensable conmponent of "devel oprment
fi nance". The val ues perneating concepts of devel opnent place
prem um on external borrowings as a sine qua non for devel opneny.
It can therefore be safely stated that the nodels of devel opnent,

t he strategies for attaining devel opnent goals, and t he
proliferation of debt-financed "developnent projects” pushed
devel opi ng countries to excessive, uncontrolled ext erna

borrow ng which in turn triggered the global debt crisis.

On the other hand, adjustnent policies which were undertaken
by devel oping countries as part of their recovery prograns proved

di sastrous to devel opment goals and aspirations. |If we take into
consideration the United Nations definition of devel opnment where
man s the object of devel opnent, and not its wvictim it is
obvi ous t hat adj ust ment  prograns, ironically had anti -

devel opnental effects. As-conceived and inplenmented, adjustnent
prograns are targetted towards perceived problens in the econony.
These are instruments of economc policy with very heavy socia
and human inplications. e

At the sane tine, adjustnent policies as inplenmented by
i ndebted developing countries had very serious human rights
i mplications. These policies wvifce inplemented without public
consul tati on. The sectors nost affected were the poor, the
mar gi nal i zed, the wonen and chil dren.

As the decade of the nineties conmences, it is therefore nost
appropriate that a global consultation is being conducted on
devel opnent as a human right, and related issues, anmobng the nost
serious of which is the external debt.
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THE GLOBAL DEBT CRISIS: A NEVER ENDI NG STORY

Al though the external debt problens of devel oping .countries
had been accelerating and worsening during the decade of the
seventi es, it is generally agreed t hat t hese r eached
unmanageabl e gl obal - proportions in 1982-

Since then, the debt crisis engulfed practically the entire
continent of Latin Anmerica, a nunber of countries in Asia
~including the Philippines, Africa and even Europe. The .crisis
resulted from a conbi nati on of exogenous and donestic factors.

Anong the exogenous factors was the trenmendous pressure
exerted on developing countries to expand |evels of externa
bor r owi ngs. The seventies saw the growmh of unregulated and
uncontrol led noney markets. Petrodollars deposited in -European
and US banks were relent to developing -<countries at' very
attractive interest rates. At the sane tinme, governments of
devel oping countries were attracted to grandiose devel opnment
nodel s dermandi ng massi ve external financing. -

- Wiile devel oping country governments were frenziedly putting
up devel opnent projects financed from external borrowi ng, they
were hit by a series of global shocks which pushed them to
further borrowng. The first of these oil shocks were the higher
oil prices in 1973—+%4 and 1979-80. @ These shocks automatically
resulted in an increase of *260 billion in the external debt of
non-oil developing countries from 1974-82. The second gl obal
shock which hit the hapless debtor countries was the escalation
of interest rates in the United States, a mmjor creditor country.
At the height of the crisis, it has been estimated that a 1%
increase in interest automatically resulted in an increase of
*2.5 billion in interest for indebted devel opi ng countries. The
third global shock which drove the debt-strapped countries deeper
into debt was the worldw de recession from 1980-82. In 1981
al one, devel oping countries lost *79 billion in export vol une.

What nust be enphasized here is that the blame for the
global . debt <crisis cannot be laid exclusively at the feet of
debt or countries. Admi ttedly, they overborrowed and went
overboard on their "devel opnment orgies". However, a substantia
portion of their debts 1is accounted for by reval uati ons,
escalating interest rates, the oil shocks, global recession, and
other developnents in <the international financial environnment
whi ch were beyond their control. '

Wiile the debt crisis ]s the result of ovefindulgence on the
part of debtors and creditors, it is the debtor countries who are
si ngl ehandedl y bearing the crushing weight of debt servicing.

Inspite of efforts to contain it, the total external debt of
the devel oping countries has been" increasing. |In 1985, it was
recorded at *992 billion. By 1986, it had junped to *1.035
trillion. In 1987, it was estimated at $1,190 .trillion. By the
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end of 1988, it had reached «1.3 trillion—around &50/. of the
conbi ned GNPs of devel oping countri es.

It has been eight years since the start of the global debt
crisis. . Assessnents by experts indicate that the threat to the
i nternational banki ng system has abat ed. Onhe recurring fear
which gave * nightmares to creditors was the possibility of the
coll apse of the international banking systemif major defaults of
debtor countries would occur. This has been averted but at
tremendous cost and sacrifice on the part of the debtor countries.
Yes, the international banking system was saved" but the debt
crisis conti nues. The industrialized countries continue to
progress while the debtor countries continue to grovel in poverty.

Proposed solutions to the debt crisis have ranged from the
traditional and cautious to the radical' and confrontational.
There has been no lack of "solutions" comng from the creditor
countries and institutions, debtor- countries, mul til ateral
institutions, I nt er nati onal agenci es, non- gover nnent
organi-zations, professionals, and concerned individuals. These
efforts notwi thstandi ng, the phenomenon of negative net resource
‘transfer continues. This refers to the outflow of resources from

the debtor countries to their creditors. 1In 1985, devel oping
countries paid out *26.3 billion nore than what they received
from their creditors. In 1986, they paid *29 billion nore. In
1988, net transfers reached a staggering *50 billion. The

devel oping <countries continue to henorrhage even as the banks
have happily recovered fromthe crisis.

1. ADJUSTMENT POLICIES: A CURE-ALL?

In 1985, the dom nant thinking was that the global debt
crisis could be solved by adjustnent progranms with growmh as the
aim This was the prescription inposed by nultilateral | endi ng
institutions and supported by comerci al bank creditors .and
creditor countries.

Adj ustment policies were inplenmented by debtor countries as a
conditionality for addi ti onal | oans primarily from the
mul til ateral institutions like the Wrld Bank and the | M.
Li kewi se, new noney from the comrercial banks was contingent on
the successful inplenentation of adjustnment progranms which were
closely nonitored by the nultilatérale. Developing countries,
nmost of them in Sub-Saharan Africa, and a nunber in Latin
Anmerica, and Asia, have been subjected to this shock treatnent.

What is structural adjustnment? According to the Wrld Bank,
structural adjustnent includes "a range of neasures intended to
reduce internal and external deficits, increase efficiency in the
econony, and reduce governnent expenditure. Typi cally, «they
would include (1) changing the exchange rate to reflect nore
closely the true value of the currency... <2) reducing governnent
payrolls, (3) selling to private interests or di smant | i ng
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gover nment - owned enterprises; (4) raising agricultural prices
closer to world market levels... and (5) reducing subsidies both
on consunption itens, including food, and to producers.”

Wile the objective is to "adjust” the econony, the rea
targets of adjustnent are the people. They get thrown out of
jobs; their incones are reduced because of rising prices; and
they pay nore for basic commodities and necessities. Adj ust nent
i nvol ves changes in economc policies; actually it is people who
are adjusted out of jobs, hones, schools, and in extrenme cases,
out of existence.

Between m d-1980 and February 1988, The Wrld Bank and |DA
undertook nore than 130 adjustnent operations in 55 countries.
These were conpl enented by adjustnent prograns undertaken under
| M= supervision. Debt or countries who borrowed from both the
Wrld Bank had the double m sfortune of being subjected to
several adjustnment prograns. More than 70 countries have
undergone adjustnent prograns under the tutelage of the Wrld
Bank and the IM during the eighties. '

VWhat has been the result of these nassive adj ust nent
operations? The Wrld Bank itself has admtted that "an end to
t he debt «crisis remins elusive.... Debt di sbur sed and
outstanding has doubled, and debt service paynents on a cash
basis are one-third higher....Despite adjustnent nmeasures, growth
rates in the HICs (highly indebted countries) and in |owincone
Africa are still low and investnent |evels well bel ow those
reached during the 1970s.

So nmuch has been sacrificed, and mllions of people have
been subjected to' hardships for such wunsatisfactory results.

Thus far, the evidence on adjustnent has shown that it 1is
the people of the debtor countries who are paying for the
adjustnent prograns with their very lives, but it has only been
the banks and the industrialized countries, and the internationa
financial system which have recovered.

I11. ADJUSTI NG OUT DEVELOPMENT

What has been the inpact of adjustnment on i ndebt ed
countries? Wile adjustnment has beconme the rallying cry for the
eighties, it has actually been a standard cure-all of the |IM
since the sixties. However, criticisns against adj ust nment

operations has increased dramatically because of the experience
of the eighties.

The harrow ng experience of adjustnment during the eighties
has brought about universal recognitions of the untold suffering
wreaked on hapless peoples. Criticisns have been raised by
concer ned I nternational institutions, primarily the Uni t ed
Nat i ons, non-governnental organizations, religious organizations,
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and academcs. The Wrld Bank and the IM thensel ves recogni ze
the direct |Ilink between their adjuatment prograns and rising
| evel s of poverty.

Per haps the nost conprehensive evaluation of the inpact of
adj ust nent on devel oping economes is the well-known study of the
UNI CEF, Adjustnent Wth a Hunman Face. It is a noving plea for
protecting the vul nerable who have been hardest hit by adjustnent
prograns sinultaneously conducted during the eighties. The case
study on the Philippines is particularly graphic. The inpact of
the series of adjustnment prograns in the Philippines was

eval uat ed in terns of effects on household i ncones and
consunption, consequences for rural welfare, inpact on governnent
expendi ture, and social inpact, e.g. on health, nutrition,

educati on, housing, wonen and children. Severe deterioration in
t hese areas was not ed.

Another UNICEF publication, The State of the World's
Children: 1989 discusses in horrifying nunbers the effect of
adj ust nrent processes on the poor, particularly the children.
Requirenments for reduction in expenditure have resulted in
sharply reduced budgets for health and education in nost of the

countries of sub-Saharan Africa, in nore than half of the
countries of Latin Anerica and the Cari bbean, and in one third of
the nations of Asia. Reduced expenditures have not ¢ been
mar gi nal . In the 37 poorest nations of the world, spending per
head on education was reduced by nearly 50% and on health care by
nearly 25% in the last 10 years. A UNESCO report confirns
deterioration in quality of education, stagnating enrolnents,
massi ve dr opt - out s, I nadequate teacher's pay and ot her
i ndi cators.

More than any other group, the children of the devel oping
countries were the innocent bearers of the terrible burden of
adj ust nent . The UNI CEF has reported that during the decade of
t he ei ghti es, more than one mllion «children died from
malnutrition and deteriorating sanitary conditions. This was to
a large extent due to the sharp reduction of expenditures for
heal t h, in conpliance wth adjustnent conditionalities for
reduced governnent spendi ng.

During the decade of the BO's, nore than 50% of governnent
‘expenditures in developing countries went to national defense and
debt servicing. .

Even the |IM-, the nost ardent defender of adjustnent had
recogni zed the inpact of such policies on the poor. The Managi ng
Director of the |IM, Mchel Candessus, has been quoted thus,
"Too often in recent years, it is the poorest segnents of the
popul ation that have carried the heaviest burden of economc
adjustnment." Again, referring to the Philippines, a study on the
inpact of stabilisation policies and incone distribution in the
Philippines by tw economsts fromthe Wrld Bank and | M,
respectively revealed the follow ng concl usion:
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. "Clearly, the macroeconom c adjustment in the Philippines
in the 1980s adversely affected the poor, -mainly through the
increase in underenploynent that followed the stabilization
program The increase in underenpl oynent had a high social cost
because it had a nore serious effect on those workers who had the
| east specific skills....The low incone brackets were also hit by
the increase in inflation. The poorest segnents bear nost of the
burden of inflation."

An OXFAM st udy, Debt and Poverty:. A Case Study of
. Zanbia, details the inpact of debt and adjustnent not only in

terns of nunbers but nore on people. Particularly noving is the
account of the effects of the renoval of food subsidy on the poor

of Zanbi a. | npact was expressed not in nunber. but of people with'
names, faces and shattered aspirations.

There is no lack of researches, 'reports, studies and
eval uation of the effects of adjustnment on the poor people of the

devel oping countries. There is no lack of conpassion either. O
even anger. \Wat is lacking is effective action.

The UN Declaration on the Right to Devel opnent defineé

devel opnent as "conprehensi ve econom ¢, social, cultural and
political process, which ains at the constant inprovenent of the-
wel | -being of the entire population and of all indivudals on- the

basis of their active free and neaningful =~ participation in
devel opnent and in the fair distribution of benefits resulting
therefrom"” :

| f devel opnent neans the inprovenent of the quality of Ilife

of the people of developing countries, then. the effects of

adjustnent are clearly anti-devel opnental. What has resulted is
deterioration, not inprovenent. _

V. ADJUSTI NG OQUT HUVAN RI GHTS

At present, the inpact of adjustnent on the peoples of
developing countries is well-docunented. At the sane tine,
escalating levels of. human rights violations in developing
countries have been assiduously recorded. -Nonetheless, the fact
that external *debt and adjustnent policies are contributory to
human rights violations has not been sufficiently enphasized.

o External debt and adjustnent policies violate the right to
devel opnent as a human right on at |east six counts.

Firstly, when developing country governnents went into an
.orgy of borrowing 'supposedly for devel opnent, this was done
wi t hout consul ting their citizens.  Cenerally, it is the
executive branch of governnent which enters into negotiations
with lending institutions. Mre often than not, the Mnisters of
Fi nance and Pl anning, and -the Governors of the Central Banks are
the only ones who know the details of |oan agreenents and
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negoti ati ons. Decisions about expanding |evels of borrowing and
under what conditions are usually considered too technical and
sophisticated to be shared with the man on the street. Thus,
decisions to borrow are only made public after the negotiations
have been conpl et ed. _ '

Wiile nmany developing countries had pretensions to being
denmocratic, information about external debt were general ly
unavai | abl e. Fi nancial’ and econom.c natters are considered too
i mportant to be shared with the people. Nevertheless, it is they
who pay for the consequences of such "technical decisions.”

Wien decisions are nade to add to the financial burdens of
citizens without consultation, human rights are clearly violated.

Secondly, when econom c crisis ensue as a consequence of the
external debt, the immediate victins are the citizens. They
suffer for decisions which they never made. Wen the gl obal debt
crisis erupted, nmany devel oping countries, particularly those in
Sub- Saharan Africa and the Philippines had negative GNP growt h.
Statistics can not sufficiently describe the horrors of fam ne,
ill-health, unenploynment and other forns of suffering undergone
by the poor of these countries, especially the children. 3

Wen people are nmade to suffer for crises they are not
responsi ble for, human rights are flagrantly viol ated.

Thirdly, the standard cure which has been adopted  —

adj ustnent — has nade the patient nore sick than ever. This was
pointed out in the preceding sections. Inspite of all the noble
intentions, adjustnent policies, nore often than not, had a

negati ve inpact on. devel opnent as defined by the United Nations.

Wen people are suffering froma disease they are not
responsible for, it is bad enough. Wen they are nade to suffer
even nore from the terrible consequences of a cure, that s
adding insult to injury and violates human rights.

Fourthly, in the continuing search for. lasting solutions to
the debt «crisis, many developing countries do not consult
~affected and concer ned groups. First of all, they consult their
creditor banks and the multilateral institutions. They al so

consult the «creditor countries. But they hardly consult the
victims of external debt and adjustnent. Wrse, the people are
not nobilized in the continuing search for solutions which -wll
protect the vul nerable. -

When people are ignored and are not considered in the effort
to solve the external debt crisis, it is an insult to them and
vi ol ates human rights. ' '

Fifthly, adjustment prograns.and strategies to solve the debt
crisis are inplenmented without the consent of those directly
af f ect ed. The Philippines is a case in point. In 1989, the
governnent, through the Central Bank and the Departnent of

&
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Fi nance, entered into two nmajor agreenents on the external debt
which had wde-ranging inplications on the people. The -first
agreenent involved the submssion of a Letter of Intent to the
I nternational Mnetary Fund requesting -foo an EFF (Extended Fund
Facility) loan of approximately *1.3 billion under very stringent
conditionalities, payable in four years time. Wen the details
of the negotiations were made public after agreenent had . been

r eached, there -were waves of pr ot est and resi st ance.
Neverthel ess, the governnent went ahead with the program The
consequences of inplenmenting the conditionalities of the IM

program led to an exacerbation of the poverty problem This was
because expenditures had to be reduced, even as taxes were
i ncreased and power, transportation, and water rates were raised.
The second agreenent was with the commercial banks. Agai n,
details were announced only after negotiations were finalized.
lronically, it was only after these two agreenments were conpl eted
and i npl enent ed that the Philippine Foreign Debt Counci
conducted public hearings on the external debt. "

| npl enentation of adjustnment progranms without the know edge,
participation and consent of the affected, especially if such
prograns will entail nuch hardship and sacrifice is another form
of human rights violation. .

Finally, inplenentation of adjustnent policies have sparked
wi despread resistance fromthe people. Strikes, denonstrations,
food riots and wuprisings have been reported in countries
i mpl ementing adjustnent prograns. |In sone dramatic instances,
popul ar uprisings against heads of states can be traced to
resi stance against repressive adjustnent policies which assure
paynment of external debt at the cost of people's sufferings.

Even in countries which are supposedly denocratic, cases of
human rights viol ations have escalated with the inplenmentation of
adj ustnent programs. The infliction of physical violence and the
br ut al repression of opposition to governnent policies on
. "adjustnment & e outright violations of human rights.

Wat are the human rights issues in external debt and
adjustnent policies? One issue is the right of a country and its
peopl e to developnent. This is enbodied in the UN Declaration on
the Right to Developnment. A related issue is the issue of
national sovereignty and the right of nations™“to work out: their
own paths to devel opment, .taking into account national interest.
In the case of indebted countries, national sovereignty is
conprom sed since it is the lending institutions which determ ne
econom c policies and shape devel opnent nodel s as
conditionalities for lending. |In extrene circunstances, it is
these lending institutions who practically manage the economic
and financial affairs of these countries. _

At . the | evel of i ndi vi dual s, or gani zati ons and
comunities, another human rights issue is the right to be
consulted, to be informed, to participate and to give consent tb
prograns which directly affect them



{0

Another human rights issue at the Ilevel of individuals,
communities, and organizations is the right to <criticize and
resist - policies which violate the right to a better quality of
l[ife and only bring deterioration, disease and even death.

Finally, there is the right to resist brutality and
oppression when these are inflicted to forcibly I mpl enent
adj ust nent policies. '

V.  SOVE SUBCESTI ONS

As pointed out earlier, -there is no lack of docunentation on
the negative inpact of adjustnent prograns on devel opnent and
human rights. There is no lack of data either on the escalation
of human rights violations during the eighties —a devel opnent
whi ch coincides with the exacerbation of the global debt «crisis.
Still, the external debt crisis continues and human rights are
vi ol at ed. '

What can be done?

Much work is being done by international institutions,

especially those in the United Nations to informthe world about
the tragedy of external debt and adjustnent. .However, the direct

relationship wth human rights violations needs to be given
greater enphasis.

1. At the level of the organizations in the United Nations,
effectiveness  of different but related canpaigns m ght be
enhanced if these are coordinated and integrated wth human
rights canpaigns. For exanple, UN CEF, UNESCO and UNCTAD have
cone out with studies on the global debt crisis, its inpact on
the vul nerabl e, and steps which nust be undertaken to arrive at a
lasting solution. Their information canpaigns can be integrated
with the human rights canpai gns of the UNCHR

2. At the level of international organizations and NGOs, a
- nunber of canpaigns are now being conducted on the global debt

crisis. There 1is the European Bank canpaign spearheaded by
| eading Catholic, Protestant and non—eligi ous organi zations in
Europe. - There is the Berne Declaration Goup which is based in -
Switzerland. - In the United Stats, there is the Debt Crisis

Net wor k, | NTERFAI TH, and other canpaigns l|ed by di fferent
religious organi zations.

At the sane tine, there are also many human rights canpai gns
being, carried out on an international scale. Agai n,  these
separate canpaigns can be integrated and.coordi nated. This 1is
necessary, because as pointed out repeatedly in this paper,
external debt and adjustnent have contributed directly to the
escal ation of human rights violations. '
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3. Simlar networking can also be conducted at the country
| evel by cause-oriented organi zatons working separately on human
rights issues and external debt problens.

4. For the 'past three years, many organizations, notably.
those in the United Nations have been pressing -for "Adjustnent
with a Human Face". UNCTAD has proposed a ZOV. across-the-board-.

cut on commercial bank debts of developing countries.  Meetings
have been called —all calling for protection of the victinms of
adj ust ment . These calls have been largely ignored by creditor

banks and even debtor governnments.. Action is needed to press for
a positive response.

Wrk on the problem of external debt is being undertaken at
two separate levels. At one level, we have the UN organizations
the international organizatons, the NGOs, the cause-oriented
organi zations who are all calling attention to the social costs
of adjustnment. At another level we have the creditor banks, the
creditor countries and the debtor governnents who are also doing
their own thing. |In nmany instances, and in many countries, the
latter ignore the former. It is necessary to work out mechani sns
to facilitate dialogue between and anong those who |ook at
different aspects of the. external debt in order to assure action
and response. .

The inmpact of external debt and adjustnment policies on
devel opnent and human rights can not be deni ed. In the process
of * adjustnment, devel opnent has -been -adj usted away; human rights
have been adjusted away; if corrective action is not wundertaken,
peopl e m ght be adjusted away. ‘



