the State forests etc, to overseas owners, rather than reducing New Zealand’s total foreign debt actually increased New Zealand’s liability to remit foreign exchange earnings to foreign shareholders and TNCs.


The surplus: nearly all for foreign debt repayment


The 1995 Budget surplus was committed to paying public foreign debt with a bare minimum set aside for “social spending”. Because 1996 was election year, a much greater proportion of the 1996 Budget was allocated for social spending but foreign debt reduction was still the top priority (coming right behind National being re-elected). Mr Bolger has said that the public foreign debt could be cleared in 20 years. The Government plans to reduce public foreign debt to 20% of GDP by 1999. Despite the Coalition Government’s much vaunted “new” emphasis, in fact it has increased its social spending even less than in 1996: the priority is still on satisfying foreign lenders. It continues to sell public assets.





The New Zealand Poverty Measurement Project, a joint study by BERL and Victoria University, concluded that eradicating poverty, after ensuring adequate income and housing expenditure, would cost about $850 million, given the political will. 


What can you do?


Inform yourself of the facts of the debt situation and how it impacts on all New Zealanders. And why total foreign debt is increasing despite public asset sales.


Demand that the politicians don’t become obsessed with debt “repayment” which only shifts public debt into debt owned by the private sector. 


Demand that Government resources be used to improve neglected sectors, such as health and education and setting a minimum income. 


Explain to those who say we need to reduce foreign debt that this cannot be done while New Zealand spends more on imports that it can earn on exports. Explain that the use of New Zealand resources to reward foreign proprietors for having purchased New Zealand assets is a way of impoverishing, not enriching, the nation.


Don’t be fooled by tax cuts which are bribes with money taken by reducing spending in public services and from beneficiaries. 


Raise the issue with your local MP or local political organisations, write to the Minister of Finance and the Prime Minister, send letters to the editor, ring talkback radio. Help get the issue of debt debated.


For $15 a year, join CAFCA and receive the magazine Foreign Control Watchdog for regular information on foreign control of Aotearoa.


Campaign Against Foreign Control of Aotearoa


P.O. Box 2258, Christchurch


August 1997
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The Politics of Debt


	Foreign debt as a political problem is something that New Zealanders tend to associate with Third World countries – such as Mexico or Brazil or the Philippines – held in the vicelike grip of institutions such as the International Monetary Fund (IMF) and/or the World Bank. But the priority given to foreign public debt repayment by the Government, and the level of the debt itself, are issues that impact adversely on all New Zealanders and need critical attention and analysis.


How big is New Zealand’s foreign debt?


Statistics New Zealand figures for New Zealand’s total foreign gross debt, as at March 1997 are subdivided as follows:





Official Government sector debt�
$20.65 billion�
�
Other sector, including private debt �
$54.82 billion�
�
Total foreign debt�
$75.47 billion�
�



The controversial 1996 sale of Forestcorp was trumpeted by some media as “paying off the public debt” – in fact it simply paid off the public debt held in foreign currency.





The foreign debt principal must ultimately be repaid, plus all the interest payments, with New Zealand foreign exchange – earned by selling New Zealand goods and services abroad as exports. By contrast, internal debt is held by New Zealand residents and can be repaid and serviced with New Zealand dollars – which are created by the banking system located in New Zealand (although the banks too are also foreign owned – another story!).


Assets sold but $60 billion foreign debt increase since 1984.


One of the myths of our ideological misleaders is that selling public assets to local and international Big Business is necessary to pay off “our” foreign debt. But since the selloff started in 1988 foreign debt has relentlessly increased, despite asset sales which have realised $15 billion. The Railways alone was sold for less than two thirds of the price of one Anzac frigate. The total foreign debt was $16 billion when Roger Douglas came to power. So it has increased by nearly $60 billion since Rogernomics was unleashed. 





New Zealand governments have been aware of the danger of foreign (as opposed to internal) debt and, starting from the 1935-49 Labour government, sought to reduce the proportion of Government foreign debt – until 1975, when Muldoon’s government started borrowing for Think Big. The subsequent Labour and National governments continued borrowing abroad to finance deficits from the internal tax reductions and their liberalisation of import policies. Moreover, since Rogernomics, the problem of increasing foreign debt has spread to the private sector because former restrictions prohibiting borrowing by New Zealand firms and individuals overseas were abolished. Increasingly, as assets are privatised and deregulation of the economy means that New Zealand businesses can borrow freely overseas, more and more of that total foreign debt is held by the private sector – currently over 70%.
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We suffer the consequences


So, we might argue, 70% of “our” foreign debt is nothing to do with the taxpayer at all, it is strictly private. We, as taxpayers, are not in any way responsible or liable for it but we do suffer the consequences. Simply, foreign debt has to be serviced and paid in foreign currency – from New Zealand’s export proceeds – which is in limited supply. Resources are committed to servicing foreign debt that should be spent internally. The economy becomes export driven to generate foreign exchange earnings. That means goods produced are sold overseas and the profits are used to service foreign debt. When the economy’s resources are committed to public foreign debt repayment, the most vulnerable in society suffer – low paid workers, beneficiaries, often women and children, and the environment. All become exploited. Less is spent on traditionally government funded activities such as education and health.





Just one New Zealand based transnational corporation (TNC) alone, Fletcher Challenge, carries several billion dollars of foreign debt and is about 50% foreign owned. And so we suffer the double hit of foreign owned companies paying off foreign debt from New Zealand export proceeds.





Total gross foreign debt in 1996 was 79% of GDP. New Zealand has the worst figures of any developed country and is on a par with the very worst of the Third World critical economies. And for New Zealand it has happened in just a decade of Government touted “growth”. Total government or “public” foreign debt alone (for which taxpayers are responsible) works out to nearly $6,000 for every man, woman and child. 





And remember, precisely because of the asset selling programme, today’s public debt is not backed by anything like the quality or quantity of public assets of a decade ago!


Asset sales are for an ideology, not debt repayment


Selling public assets is not for paying debt but for ideological reasons. The thoroughly unlamented Richard Prebble put it most succinctly in a 1990 speech in which he said that very thing, and that asset sales should be continued because he felt “sceptical about the ability of any government to run its business well”. Roger Douglas said, in relation to the forest sales: “I am not sure we were right to use the argument that we should privatise to quit debt. We knew it was a poor argument but we probably felt it was the easiest to use politically” (“Out of the Woods: The restructuring and sale of New Zealand’s state forests”, Birchfield/Grant; GP Publications; 1993). 


Note: as from 1994, “Other Govt" (such as SOEs) was included in “Private Sector”





So it’s all in the name of getting the State out of business. In this they are supported by the powerful representatives of global private business who, through bodies such as the IMF, World Bank, OECD and the World Trade Organisation, press their will onto the nations of the world. 





To compound the problem most asset sales have been to foreign owners, and foreign ownership is listed as a financial liability. Why? Because the profits go overseas! So in the Government’s National Accounts, international liabilities are listed as the total foreign debt, plus the full worth of foreign ownership of New Zealand companies – $110 billion, as of 1996. 





The sale of assets to overseas interests creates exactly the same foreign currency obligations as borrowing money overseas – all repayment of capital and debt servicing by the shareholders, and any other proprietors, must be done in foreign currency. The sale of Telecom, Railways,


�











 





 











