LUTHERAN WORLD FEDERATION - XI ASSEMBLY

Stuttgart, Germany, 20-27 July 2010

PUBLIC STATEMENT:
Illegitimate debt and INTERNATIONAL FINANCIAL CRISIS

    
(1) Gathered at the Eleventh Assembly and seven years after the Tenth Assembly in Winnipeg where a Public Statement on Illegitimate Debt was issued, we note that debt, now aggravated by the crisis originated in the wealthier industrialized countries, remains a major obstacle to the eradication of poverty and the achievement of fundamental human rights for all people. The debt burden has had a significant impact in parts of Latin America, Africa, Eastern Europe an Asia.
(2) The results of the instruments by which the international financial institutions (IFIs) have faced the issue of debt have been wrong or limited. Relief initiatives for poor countries, while benefiting a few, in most cases have had meager or even negative effects, as these initiatives have been linked to harmful economic conditionalities and to asymmetrical power relations. Moreover, beyond their technical weakness, these instruments are mistaken in their approach, as they concentrate exclusively on the sustainability of debt and not on its legitimacy.
(3) Debt, and the financial system on which it is based, the same that caused the current crisis, not only block the development potential of millions of human beings, but their very survival: the bread that we ask for all humanity in the prayer Jesus taught us is a reality for fewer and fewer people. This is a matter of ethic and moral condemnation and as churches we cannot remain indifferent.
(4) However, over the last years, we have seen many signs which encourage us to continue our efforts and help foster the necessary changes to overcome the current situation and make progress towards a new international financial architecture based on justice and law. 

(5) Among these encouraging sings it is important to mention:
(6) The Norwegian Government's initiative unilaterally and unconditionally to cancel the debt of five countries on the basis of its co-responsibility;
(7) The sovereign decision of the Government of Ecuador to conduct a comprehensive audit of the public debt; 

(8) The International Symposium on Illegitimate Debt (Oslo, October 2008). It was organized by the LWF, Norwegian Church Aid (NCA) and the Church of Sweden, and brought together representatives of governments, churches and United Nations agencies along with university professors and prominent movement leaders and civil society organizations;
(9) The debate at the UNCTAD and its proposal for responsible lending and illegitimate debt; and
(10) The progress in social and political acceptance of the concept of illegitimacy and the growing awareness that sovereign borrowing and debt are not just a matter of finance and economics, but of politics, law, justice, and ethics.
(11) In this context it is necessary to: 
(12) Continue to develop the concept of illegitimate debt in the light of useful criteria that can be found, along with other sources, in the academic scientific production and the work of UNCTAD and other organizations.

(13) With the vision to start a new financial structure that serves human beings and not be served by them, encourage the creation of international legislation to control the conditions of loans and credits. This legislation should include the principle of shared responsibility of borrower and lender to ensure that all credit and loan operations will benefit the host population.

(14) Ensure an efficient system of audit of all sovereign credit transactions. 

(15) Implement a full and active participation of the population of the borrowing countries in every contract of indebtedness. This must be done through legal mechanisms in each country, ensuring the right to free and full information on contracts and obligations.
(16) Therefore the Eleventh Assembly urges all the churches of the Lutheran Communion as well as the LWF to: 
(17) Assume, with courage and decision, the role that the churches should have about the ethical and moral guidance on issues such as foreign debt and economic governance;
(18) Sustain and deepen the commitment made with reference to illegitimate debt incorporating reflection and analysis on the effects of the current international financial crisis and the causes that motivated it;

(19) Promote and give impetus to, both ecumenically and with other civil society actors, the conduct of audits, verification of contracts, censuses of creditors, and all the necessary mechanisms to help expose and obtain the annulment of all illegal or illegitimate debts;

(20) Challenge all governments and all public and private lenders to accept and implement the principle of shared responsibility as a fundamental issue of justice and to express this in their regulatory frameworks;
(21) Promote the right to information together with the recognition of the indispensable role of civil society in mobilizing political will, and in the proposal and supporting of legal interventions related to the illegitimate debt;
(22) Promote, by all means available, the request for an advisory opinion from the International Court of Justice about debt and its regulatory framework in international law. This is a necessary action that will help establish legal frameworks to govern credit and debt both past and future; and
(23) Undertake the essential task of advocating for the construction of a new international financial architecture developed on the basis of justice, respect for human rights and the environment.
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