The G8 - what did it achieve?

With no headquarters, budget or permanent staff, the Group of Eight (G8) is an informal but exclusive body whose members set out to tackle global challenges through discussion and action. The G8 comprises Canada, France, Germany, Italy, Japan, Russia, the UK and the USA.

In July 2005, the leaders of the G8 countries met in Scotland at the Gleneagles Hotel in Perthshire. Expectations for the meeting were high and the G8 governments had been intensively lobbied in advance of the meeting to try to deliver progress on debt, aid, climate change and a range of other issues. The Live8 concert was timed to maximise the pressure on the leaders and try to change attitudes to development. Tony Blair even invited Bob Geldof to take part in the G8 summit, the first time that outsiders have been invited to take part in the debate.

All the G8 leaders came to the table with differing agendas and it is true to say that the pre-summit expectations are rarely fulfilled. However, this meeting was unusual in producing a substantive deal on debt-relief and aid. So what did the deal contain and how much will it help promote economic development?

The key points arising from the meeting were:

· Stalemate on climate change as the US position barely changed.

· G8 nations agreed to full debt cancellation for 18 HIPC countries (see Economics (5th edition) pages 757–9), while African countries called for debt relief for all Africa.

· EU members pledged to reach a collective aid target of 0.56% of GDP by 2010, and 0.7% by 2015 

· The G8 agreed a $50bn (£28.8bn) boost to aid

· A 'signal' for a new deal on trade

· Universal access to anti-HIV drugs in Africa by 2010 

Summing up the G8 meeting, Mr Blair acknowledged: "It isn't all everyone wanted, but it is progress."
Other were more ebullient about the progress that was made and the resulting deal. Bob Geldof, the former rock star and Live 8 organiser, paraphrased words first uttered by Winston Churchill. 

"I wouldn't say this is the end of extreme poverty, but it is the beginning of the end," he said.

Professor John Kirton, director of the University of Toronto G8 research group told the BBC "This is the single most successful summit in the 30-year history of this event" .

The Heavily Indebted Poor Countries initiative (HIPC) was set up in 1996 to reduce the debt of the poorest countries. Poor countries are eligible for the scheme if they face unsustainable debt that cannot be reduced by traditional methods. They also have to agree to follow certain policies of good governance as defined by the World Bank and the IMF. Fourteen African HIPC countries, plus another four outside Africa, will have their debts written off under the deal agreed at the G8 summit and this should be a significant help in the promotion of economic development for these countries.

The G8 summit also agreed a $50bn aid package for developing countries. This sounds a lot and in cash terms it is. However, perhaps a more appropriate way is to measure the extra aid in terms of the percentage of GDP it represents for those nations giving it. In total the extra aid mounts to around 0.06% of GDP for the G8. That doesn't sound a lot, but it does help us return to the kind of aid levels (measured in percentage of national income terms) that were present in the 1980s. It does, of course, leave us far short of the 0.5% that was given in 1960; it is also far short of the 0.46% sought by the Sachs Commission for the UN; and it is only half the 0.7% level promised in 1970. So, has it achieved much overall? The answer has to be yes and no. The extra aid will be welcome, but as we can see above, it is not a substantial commitment for the governments concerned. 

The debt relief package could be judged in the same way. The total amount was around $1.5bn. Not a great deal in total, though the headlines following the G8 summit may have implied it was more. It will be a help, but some of it is cleverly worked out to minimise the cost to western governments. For example, a part of the debt package that was aimed specifically at Nigeria involves Nigeria being given around $18bn of debt relief, but then buying back the remaining outstanding loans, therefore writing a cheque to the West rather than the other way around. So, overall was it a good deal? Let’s leave the last word to the BBC Economics correspondent Evan Davis:

“So looking back at it all, if you were someone who marched in Edinburgh, or who went to Live 8 with a strong sense of hope, should you now be giving much credit to our leaders for that achievement? Or should you feel slightly duped by a process that seems to have come up with the same old answers? My judgement is that you can be content. A modest step forward is still a good deal better than the few steps back that have characterised recent years.”

