
December 2013
Volume V No. 12

$10.00

The besT ThoughTs of The besT minds on currenT inTernaTional quesTions 

ImpartIal • ConstruCtIve • authentIC

VITAL
SPEECHES

INTERNATIONAL

332  Sustainable Capitalism:  
The State of the Situation

Address by AL GORE, Chairman, 
Generation Investment Management

337  On the Cost-of-Living Crisis
Address by ED MILIBAND,  
Leader, Labour Party, United Kingdom

341  Everyone Should Have Hope
Address by CHUKA UMUNNA,  
Shadow Business Secretary, United Kingdom

344  How We Use the Talents of All
Address by ED BALLS,  
Shadow Chancellor of the Exchequer, 
United Kingdom

348  The Zimbabwean Experience of 
Diamonds and How They Have 
Shaped Our Politics

Address by MORGAN TSVANGIRAI, 
Minister of Parliament, Zimbabwe

353  Look at the Issue of Corruption  
in the Correct Perspective

Address by MANMOHAN SINGH,  
Prime Minister, India

355  Building a Criminal Justice System 
to Deal with Financial Crimes

Address by P. CHIDAMBARAM,  
Union Finance Minister, India

358  What to Remember on 
Remembrance Day

Address by PAUL KEATING,  
Former Prime Minister, Australia

360  The Government’s Vision of a 
Society Based Entirely on Renewal 
Energy Is Here to Stay

Address by MARTIN LIDEGAARD,  
Minister, Climate, Energy  
and Building, Denmark 

361   We Need to Speak Truthfully  
About the Middle East

Address by RON PROSOR, Israeli 
Ambassador to the United Nations



DECEMBER 2013

332

Sustainable Capitalism: The State of the Situation
THE MOST URGENT CHALLENGE IS TO ACCELERATE INVESTING IN SUSTAINABILITY

Address by AL GORE, Chairman, Generation Investment Management
Delivered at the Envirotech & Clean Energy Investor Summit, London, England, Oct. 31, 2013

POLICY OF VITAL SPEECHES
It is the policy of the publisher to cover both sides of public questions. 
Furthermore, because Vital Speeches International was founded on the 
belief that it is only in the unedited and unexpurgated speech that the view 
of the speaker is truly communicated to the reader, all speeches are printed 
in full. When it is necessary to condense a speech for reasons of unusual 
length or the use of extraneous matter, it is so stated. Speeches featured in 
Vital Speeches International are selected solely on the merit of the speech 
and the speaker, and do not reflect the personal views or pre-established 
relationships of the publisher. 
Subscribers are urged to call the editor’s attention to any speeches that have 
impressed them as outstanding so that copies may be secured for review.

Editor
David Murray

Art Director 
Mary Winters

Product Specialist  
Amy Gilbert

SVP/Interactive 
Kyle Crafton

Telephone 888-303-2373
Fax 602-395-5853

Vital Speeches International is  
published monthly by McMurry/TMG, LLC  
McMurry/TMG Campus Center,  
1010 E. Missouri Ave., Phoenix, AZ  
85014, USA

SUBSCRIPTIONS

All countries, $89.00 (electronic delivery) 
Email vssubs@mcmurry.com
Back issues, $10.00, plus postage. 

POSTMASTER: Send address changes to 
1010 E. Missouri Ave., Phoenix, AZ 85014.

INTERNATIONAL

Someone asked me in advance of this event about how 
I’m feeling these days about sustainable investing and 

alternative energy. I said I feel fine, but I always think of a 
story that I first heard 35 years ago in my home state of Ten-
nessee in the American south, where we have an institution 
called the Grand Old Opry, the mother church of country 
and western music.

In those days, they had a comedienne called Cousin Min-
nie Pearl, who wore a straw hat with a price tag still hanging 
from it. She was actually quite a sophisticated actress, but 
her character was extremely rural—as country as country 
can be.

She told a story on the radio and I was listening on the 
way home one Saturday night as a young congressman. She 

spoke about a farmer who as involved in an accident and 
sued the other driver for damages. When they went to court, 
the other driver had his lawyer cross-examine the farmer, 
and the lawyer said, “Isn’t it true that immediately after this 
accident, you said, ‘I feel fine’?”

The farmer said, “It’s not that simple. You see, I was tak-
ing my cattle to town in the back of my truck and this man 
came driving across the centre of the highway.” The lawyer 
said, “I object. Just answer the question: yes or no. We don’t 
want to hear a long story. We’re in the middle of a trial here. 
Did you or did you not say, immediately after the accident, 
‘I feel fine’?”

And the farmer said, “I was leading up to that. You see, 
I was taking my cattle to town in the back of my truck and 
this man came driving across the centre of the highway and 
then right into my truck, and knocked it over, throwing me 
and the cow out. I was on one side and the cow was on the 
other. A policeman came up and took one look at that cow 
and said, ‘She is suffering’. He pulled out his gun and shot 
her right between the eyes. He came around to my side of 
the truck and said, ‘How do you feel?’”

I think there’s that kind of feeling in this investment space 
right now.

The current market

We’ve got through a kind of perfect storm [in the last seven 
years] which had four components that all combined. One 
was the great recession in 2008; then there was the Chinese 
juggernaut of subsidies that pushed the cost of renewable 
energy components and systems below the cost of produc-
tion in the west; then there was the shale gas revolution 
which pushed the socket price, especially in North America, 
below what the business models were counting on to suc-
ceed; then there was the failure of policy in Copenhagen, 
preceded and caused by a failure of policy by the US senate.

In my own country, where unfortunately denial is still a 
serious problem, the same people engage in denial over the 
question of whether or not it was actually important to pro-
tect the full [inaudible] of the US government a few weeks, 
claiming that a default on the debt would just be a pinprick, 
and that we could just pay the Chinese bondholders instead 
of retirees and active duty military. One of our comedians 
Stephen Colbert uses a pin and represented the economy as 
a balloon.

In any case, this perfect storm has a number of effects—
some of them good. But those of you have survived and who 
have come through this period of decline are now watching 
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another momentous change in this space. You’ve noticed the 
strategic investors are coming in in a very big way with fol-
low on investments; you’ve noticed that even though there 
have been many failures in the market, that’s always been 
the case with new technologies and some of those that have 
succeeded are now mature.

Cost competitiveness of new technology

The cost-down curve for [solar] photovoltaics, wind and a 
whole suite of energy efficiency technologies now bring the 
price of renewable electricity below the grid average of price 
in quite a few regions in the world.

There was a study, that we actually don’t fully agree with, 
that found four billion people live in such regions of the 
world now. We think that’s an overstatement, but we don’t 
think it’s an overstatement to project where this trend is go-
ing, because in the next six to seven years, this cost-down 
curve will push the price of renewable electricity to a level 
equal to or below the grid average price in regions where 
85% of the world’s people live.

There is a difference of between zero degrees and one 
degree that’s a difference of more than one degree. It’s the 
difference, of course, between ice and water. In a similar 
fashion, the difference between offering renewable electric-
ity at a price below that produced from fossil fuels is a big 
difference compared to offering it at a price above that gen-
erated by fossil fuels.

Let me draw another analogy. I think that the market gen-
erally speaking doesn’t always operate on perfect informa-
tion—I know that doesn’t necessarily come as a newsflash 
to this group—but over the last several years, the standard 
model in economics has been challenged quite severely by 
behavioural finance and a whole range of other assump-
tions. But the repeat appearance of bubbles in the market 
actually gives a lie to the assumption of perfect information.

I remember back in 1980, I was a young congressman, 
and as a wannabe geek I’ve always been something of an 
early adopter, particularly in information technology. And 
I bought one of the early cellphones. You may remember 
how big and clunky they were. I thought it was the coolest 
thing around.

I had a close friend in the Congress whose house I used 
to go to from time to time in the evenings when the congress 
was in session, and I called him up as I normally did, to see 
if he was available, only this time I had my new gadget.

He said, “Yes, sure, come on over. What time do you 
think you’ll get here?” Knock, knock, knock. He opened the 
door and it was like the old Saturday Night Live skit with the 
wild and crazy guys. “Woah, you have a phone you can walk 
around with? Amazing!”

The reason I’m telling you that anecdote is that that same 
year—1980—AT&T, which is still the single biggest [mo-
bile operator] in the US, did a comprehensive study of how 
quickly this new technology of mobile phones would be de-

ployed in world markets. It concluded after a great deal of 
study that by the year 2000, there would be 900,000 of these 
phones—almost 1m, can you imagine? Of course, by the 
year 2000, there were 109m—they were off by [108m]—
and now there are 5 billion of them.

Now, why were those projections not only wrong but un-
believably wrong? I think there are again four parts to the 
explanation. Number one: many market analysts had dif-
ficulty shifting gears in the presence of a cost-down curve 
that is steep and relentless. Certainly, Moore’s law has cre-
ated serious challenges for those forecasting the future of IT 
markets, but the cost-down curve continued, even as the 
quality improved and those big, clunky phones became so 
small that in the movies the gag was the tiniest phone you 
could have. Both of those things were unanticipated.

Third, the decisions to purchase were not, as they had 
been with previous generations of telephone technology, in 
the hands of utilities or large, centralised companies. The 
purchase decision was in the hands of individuals and indi-
vidual business owners. Some of them were early adopters 
and more of them were as the costs came down and the 
quality improved.

And fourth, they did not take into account the infrastruc-
ture context specifically the fact that in developing coun-
tries and emerging markets, the dense network of landline 
telephone infrastructure was simply non-existent, and so 
the opportunity in poor countries, for populations to leap-
frog the old legacy technology develop in the west and goes 
straight to this new, widely-distributed model, was not fully 
taken into account in those market projections.

Think about distributed energy—both photovoltaic and 
wind. The same four almost are present. The cost-down 
curve has been surprising to people, and only 20% of the 
cost of PV—or thereabouts—is in the panel itself. It’s in the 
casing, the installation, the capital costs and all of those oth-
er factors are being squeezed by the competitive pressures 
now, and the cost is coming down quite dramatically.

One of our investments is in a company called Solar City, 
and in California and some 15 other states in the US, their 
business model is they’ll go to a homeowner or business 
owner and say, “Here’s our proposition. We will put solar 
panels all over your roof and the next day your electricity 
bills will go down by 20-25%.”

“Great, how much will I have to pay to do this?”
“Nothing, we’ll do it for free.”
That’s an attractive proposition. The more the costs come 

down, that will be possible in unsubsidised environments. 
The disruption that is coming is quite significant. We be-
gan quite some time ago with Colin le Duc’s management 
of the Climate Solutions Fund, and he doesn’t brag and my 
partner’s cautioned me not to, but we’re really very proud of 
what Colin and his team have done.

There was one organisation that rated his fund the num-
ber one in this sector, and I have to acknowledge that the 
organisation that did so was one that I had absolutely never 
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of but I now believe they are the most authoritative rating 
organisation in the world.

Fossil fuels: the next bubble?

[Generation co-founder] David Blood and I wrote a piece 
yesterday and our firm put out a large paper which I would 
shamelessly urge you to read. It’s available on the Genera-
tion website. We put about six months of work into it on 
stranded carbon assets. Because it just came out with a piece 
in the European Wall Street Journal, I’d just like to briefly 
refer to it. It also illustrates this theme of where investors 
have to take into account the absence of perfect information.

You remember of course, painfully, as most of us remem-
ber, the sub-prime mortgage fiasco. In the aftermath of the 
credit crisis and the great recession, it certainly did seem 
ridiculous to have ever believed that it was a good idea to 
invest in millions of mortgages given to people who had no 
possible way to pay the mortgages. Somehow, that risk was 
invisible to so many, to the majority. And why is that?

There are a lot of reasons, and again, behavioural finance 
offers some help in this, but basically the complexity of 
these instruments tempted investors to go along with the 
enthusiastic crowd and confused risk with uncertainty. As 
the economist Frank Knight has established, there’s a really 
important—subtle but crucial—distinction between risk 
and uncertainty.

Uncertainty is more dangerous in the view of most good 
investors, because you can’t price it. But there is a tendency 
to mislabel risk as uncertainty, and then to conclude that 
since it can’t be measured, it’s safe to ignore it.

And those sub-prime mortgage assets were massively re-
priced. There was a stripper in Las Vegas who got seven of 
them, and the market realised she was not going to be able 
to pay off even one of them, and there were 7.5m of them 
in the US alone. When they were re-priced, it really caused 
ostensibly a global run on the banks, the credit crisis and 
other factors contributed to the great recession and the larger 
housing bubble, but in retrospect it was obviously a mistake.

We believe that the same mistake is being made right now 
with sub-prime carbon assets. There are $7 trillion worth 
of sub-prime carbon assets on the books of multinational 
public companies today. There’s another $14 trillion owned 
by sovereigns. Now, this group knows better than most that 
the climate crisis is unfortunately real, and Mother Nature 
is kind of underscoring the seriousness that is approaching.

But the scientific community, most recently in the Inter-
governmental Panel on Climate Change’s fifth assessment, 
has long since reached a conclusion that we’ve really got to 
do something about this.

The evidence is right in front of us

You look at the extreme weather events around the world 
that are 100 times more common statistically now than 30 

years ago. Look at Hurricane Sandy in my country, one year 
ago this week. The day that storm came ashore, and for the 
days preceding, the Atlantic Ocean was 5C above normal 
average temperatures. That’s where the stronger winds come 
from. That’s where the extra moisture that makes the storms 
more destructive comes from.

There is 4% more water vapour in the Earth’s atmosphere 
today than 30 years ago. And by the way, that 4% may 
sound like a small number, but it’s actually not, because the 
moisture that falls to the ground as it did three days ago in 
southern England doesn’t just originate in the part of the sky 
directly above where it falls.

It is funnelled toward the storm’s release point from often 
2,000km away, and so the extra 4% must be multiplied by 
the vast volume of the sky contained in that 2,000km tail 
that’s funnelling the moisture towards the drain. If you have 
a bathtub filled with water and you open the drain, obvi-
ously the water rushing down the drain doesn’t just come 
from the part of the tub directly above the drain; it comes 
from the whole tub.

These basins of water vapour in the sky are much more 
full than they were only three decades ago. And so every 
storm is different. Every storm.

You may have noticed in the news coverage here that 
Boulder, Colorado was inundated by a once-in-a-16,000-
year rainfall. Of course, all the statistics are completely ir-
relevant now, because the tables upon which they are based 
originated in a world in which we no longer live. We have 
changed that world.

We’re still putting 90m tonnes of global warming pollu-
tion into the atmosphere every day, as if it’s an open sew-
er. And it’s trapping a lot of heat. The cumulative amount 
of manmade global warming pollution that is now in our 
atmosphere traps as much extra heat energy in each day 
as would be released by 400,000 Hiroshima class atomic 
bombs exploding every 24 hours on the Earth’s surface. It’s a 
big planet, but that’s a lot of energy, and it is causing a huge 
increase in global temperatures.

Ninety per cent of the increase in heat energy is going 
into the oceans, and that’s why these ocean-based storms are 
so much stronger. But the 10% that’s in the air is now drying 
out the soils and making droughts deeper and longer.

Melting ice in Antarctica and Greenland […] is due to 
contribute a very significant increase in sea levels as this 
century proceeds. But the increase in the floating ice in 
the Arctic ice cap is also a problem, because even though 
it doesn’t increase sea levels, it radically changes the heat 
absorption in the Arctic Ocean when it no longer reflects the 
sun’s rays. Instead of 90% bouncing off, 90% of the energy is 
absorbed. That changes the high-pressure/low-pressure bal-
ance and changes the jet stream.

The scientists are still trying to work out exactly how 
this happened, but some have predicted long since that 
the movement of the jet stream across North America, the 
north Atlantic and then to Europe and Eurasia, is going to 

http://online.wsj.com/news/articles/SB10001424052702304655104579163663464339836
http://online.wsj.com/news/articles/SB10001424052702304655104579163663464339836
http://genfound.org/media/pdf-generation-foundation-stranded-carbon-assets-v1.pdf
http://genfound.org/media/pdf-generation-foundation-stranded-carbon-assets-v1.pdf
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become disorganised and more chaotic, and indeed that is 
happening.

2012 last year was the wettest year in the history of the 
UK. It was the hottest year in the history of the US. And 
indeed, 12 of the 13 highest years ever measured have been 
in the last 15 years. The last decade was the hottest decade 
measured since instruments were first used. So it’s not an 
open sewer that the waste products of this combustion re-
ally are changing the conditions that facilitated the flourish-
ing of humankind and human civilisation.

Putting a price on carbon

There is a consensus that we have to stay below a 2C in-
crease, and the scientific community says that is a political 
compromise already, because you see what 1C is already do-
ing, but policymakers have agreed to target that 2C target as 
likely to give us a 50% chance of avoiding truly catastrophic 
changes. But in order to seize that 50% chance, the Inter-
national Energy Agency devised a carbon budget that calcu-
lates how we have to reduce.

Reliable measurements show that at current emission 
rates—the 90m tonnes a day and increasing—we will very 
soon cross that 2C threshold. That’s insane. We really should 
not do that.

The IEA established a carbon budget of what we would 
have to do by 2050 in order to avoid that catastrophe, and 
what it shows is that no more than one-third of the carbon 
assets in the ground can be burned. To put it another way, 
two-thirds will be stranded.

Some investors have confidently convinced themselves 
that that risk of stranding is an uncertainty, because look 
at what happened in Copenhagen, and look at what’s hap-
pened in these negotiations for so long now. And since it 
does not appear in prospect that the world will have a bind-
ing global treaty that puts a price on carbon, then investors 
are safe in ignoring that. We believe that’s wrong, because 
that’s only one pathway towards stranding.

There are three other broad risks. Number one: regula-
tion doesn’t have to be global. It can be regional. It can be 
national. It can be local. Look at what happened on Mon-
day. In my country, the states of Washington and Oregon 
joined with the state of California—our largest state—and 
the Canadian province of British Columbia, in a unified, Pa-
cific rim agreement in North America to sharply reduce car-
bon emissions. If those three states and one province were 
a nation, it would be the fifth largest economy in the world. 
They are regulating carbon emissions. That will have an im-
pact on the value of carbon assets.

China takes this seriously

Look at China. It’s hard to see China for all the air pollution, 
but look at China. We were looking today at a little app in 
the iTunes Store for Chinese air pollution. You can see it 

on a minute-by-minute basis. Right now, on the roof of the 
American Embassy in Beijing, the particulate pollution is 
199 parts per million (ppm). The safe level is 25ppm.

Harbin […] which has 11 million people in the north-
eastern part of China, was shut down last week: all the 
schools, all the government institutions and most of the 
businesses. Why? Because the particulate air pollution was 
above 1,000ppm. Couples walking on the sidewalk holding 
hands reported that they could not see each other.

Life expectancy in northern China has already dropped by 
five-and-a-half years. The mandate of heaven is the phrase 
that the Chinese use in discussing the license to operate for 
the Chinese Communist party. The Chinese Communist 
party values stability more than anything else. And economic 
growth is only a means to that end. When the growth takes a 
form that generates instability, then they shift gears.

They just announced a ban on any new coal-burning fa-
cilities in three of the most heavily polluted regions. They 
were ready this year to put in place a cap and trade pro-
gramme in two regions and five cities, where they say it 
will be a pilot for a nationwide cap and trade programme 
by 2015. Some sceptics say they’ll never follow through on 
that; I’m not so sure.

[Chinese president] Xi Jinping’s speeches have been very 
encouraging to me, since he took over in March. I think 
they’re serious about this. I won’t go down the list of other 
nations that are moving: South Korea, Ireland, Scandinavian 
countries etc. The problem in Australia… who knows how 
that will play out.

Pathways to strength

The regional governments, the provincial governments and 
state governments—many around the world are moving. So 
that’s a pathway to strength. The market forces that I re-
ferred to earlier bringing this cost down curve for renew-
ables—that’s a pathway to strength. And then there’s public 
opinion and the divestment campaign, which was launched 
here in the UK this week and has already gained a lot of 
traction in the US.

The city of Seattle has just joined in divesting. Many 
more are going to be divesting. Do you remember the anti-
apartheid divestment campaign? I’m not making the moral 
case—I guess in a way I am, and I certainly agree with it—
I’m making the financial case.

My partners at Generation and I are saying that these 
stranded carbon assets are going to have to be dealt with. 
It’s the largest bubble in the history of the world’s economy. 
When will this bubble deflate? Well, in some ways it’s al-
ready beginning.

Consol, a huge coal company in the US […] started min-
ing coal during the American civil war. In 2012, 80% of 
their revenues came from coal. Why did they just announce 
that they were reviewing a range of options, including the 
complete divestment of all coal assets? Maybe they see 
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something that others in the market don’t. There are many 
other examples.

Most or all of the coal-fired generating plants in the US 
that have been proposed in the last decade have been can-
celled. There are not going to be anymore coal-fired gener-
ating plants in the US. They’ve lost their license to operate. 
And by the way, regulation of health consequences like mer-
cury can also be a pathway to strength.

Water availability: the average new fracking well requires 
20m litres of water. How many of those are you going to 
build in northern China, India or the American south-west? 
The assumption that water is free and limitless is also an as-
sumption that flies in the face of perfect information.

Sustainable capitalism

I do feel fine about the future of this area of investment, and 
I do congratulate those of you who have walked through 
the fires of the last seven years, who have learned so much 
and are now watching this new wave of investment come 
through.

And yes, it’s true that some of the lessons were not arte-
facts of circumstances. Capitalisations have been somewhat 
larger than many expected seven years ago, times to exit 
have been somewhat longer. But once the base is established 
and the fuel is free—I’m talking about renewable energy 
here—then the advantages continue to grow. I think that 
the predictability of energy supply at a given price is an ex-
tremely valuable feature of renewable energy systems.

The sustainability challenge that we face writ large is part 
of the need to create a form of capitalism that we call sus-
tainable capitalism. We need to look carefully at some of the 
features of capitalism that are not operating as they should.

Capitalism is the best system ever devised for organis-
ing economic activity—that’s pretty obvious. It’s the base of 
every successful economy in the world. It’s more congruent 
with higher levels of freedom and allocation of sources, and 
balances supply and demand, and most importantly it un-
locks a higher fraction of the human potential.

That’s what we’ve decided to do as a world, but in spite 
of these advantages, it is now being, as a system, increas-
ingly associated in the minds of publics with more frequent 
and more troubling market disruptions, and higher levels of 
inequality.

In my country, since the recovery began in 2009, 95% of 
all the additional national income has gone to the top 1%. 
That’s not an Occupy Wall Street slogan; it’s a fact, unfortu-
nately. Inequality is necessary for capitalism, but like infla-
tion and corruption, you may always have some but you’ve 
got to avoid the hyper variety. Hyper inequality threatens 
the stability of capitalism. It threatens the ability of a mar-
ketplace to continue function. This has to be addressed.

One reason why there has been this blindness towards the 
global warming pollution is that it’s not included in profit 
and loss statements, GDP and corporate books. When GDP 
was launched, the creator of GDP—a man named Simon 
Kuznets—in 1937 was greatly honoured. It was an advance, 
for sure, but he said publicly several times, “Please, don’t use 
GDP as a guide for national economic policy.” Well, we do. 
It’s the Holy Grail.

And the accounts that are derivative from the catego-
ries in GDP represent growth as the Holy Grail for every 
corporate business plan. But it excludes the depletion of 
natural resources; it excludes not only negative externali-
ties but positive externalities like investments in education 
and mental healthcare. And it excludes the distribution of 
income.

So we need to examine how to make our systems more 
sustainable, but for the moment, the most urgent challenge 
of all is to accelerate the level and quality of investing in 
sustainability. There is a huge cost of these stranded carbon 
assets, and there are huge opportunities to be gained.

It’s not easy, it’s extremely challenging, but those of you 
who are part of this effort, in my humble opinion have made 
the right decision. I hope that it will be extremely successful 
financially for you. I know that it is work worth doing, and 
I congratulate you for it.
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On the Cost-of-Living Crisis
THE FIRST AND LAST TEST OF ECONOMIC POLICY IS WHETHER LIVING STANDARDS  

FOR ORDINARY FAMILIES ARE RISING
Address by ED MILIBAND, Leader, the Labour Party, United Kingdom

Delivered at London Mutual Credit Union, Peckham, England, Nov. 5, 2013

It is great to be here in Battersea with you today. 
Last Friday, I was in my constituency, at the local Citizens 

Advice Bureau.
And I talked to some people who had been preyed upon 

by payday lenders.
There was a woman there in floods of tears. She was in 

work.
But she took out a payday loan for her deposit so she could 

rent somewhere to live.
And then disaster followed.
A payday loan of a few hundred pounds became a debt of 

thousands of pounds.
She still faces bullying, harassment and threats from mul-

tiple payday lenders.
Like the young mum I met who described sitting at home 

with her daughter and seeing an advert on the TV for a pay-
day lender.

She said she was down to the last nappy for her baby.
She took out the payday loan.
And one led to many more, with her ending up spending 

most of the money she had each week on repayments and 
charges.

She was so frightened by the harassment she faced that she 
had given her mobile phone to her mum.

Her mum showed me the phone and told me that she’d 
had fifteen calls that day.

The woman who worked at the CAB said the problem had 
got far, far worse in the last couple of years.

She said: “payday lenders are running riot through people’s 
lives in this community.”

Yesterday Wonga released a film all about themselves.
And last night the boss of Wonga said he was speaking for 

the ‘silent majority’, who are happy with their service.
But the truth is he wants us to stay silent about a company 

where in one year alone their bad debts reached £120 million.
An industry in which seven out of ten customers said they 

regretted taking out a loan.
With half saying they couldn’t pay it back.
Payday lenders don’t speak for the silent majority.
They are responsible for a quiet crisis of thousands of fami-

lies trapped in unpayable debt.
The Wonga economy is one of the worst symbols of this 

cost of living crisis.
And as I listened to these stories, my overwhelming 

thought was: how is this being allowed to happen in Britain, 
2013?

Because these stories of payday lenders are just one part 
of the cost of living crisis facing families across our country.

Low skilled jobs.
Wages that are stagnating.
Predatory behaviour by some companies.
This isn’t just an issue for the lowest paid, it affects the 

squeezed middle just as much.
A country where a few at the top do well, but everybody 

else struggles.
This is not just an issue facing Britain.
It is the issue facing Britain.
It is about who our country is run for.
How it is run.
And whether we believe we can do better than this.
I do.

The Nature of the Problem

Now, David Cameron said recently that I wanted to “talk 
about the cost of living” because I didn’t want to talk about 
“economic policy.”

So we have a Prime Minister who thinks we can detach 
our national economic success from the success of Britain’s 
families and businesses.

He doesn’t seem to realise that there is no such thing as 
a successful economy which doesn’t carry Britain’s families 
with it.

And he obviously doesn’t get that the old link between 
growth and living standards is just broken.

Growth without national prosperity is not economic suc-
cess.

The first and last test of economic policy is whether living 
standards for ordinary families are rising.

And the scale of the problem is familiar to millions of 
people in our country.

The official figures say that on average working people 
are £1,500 a year worse off than they were at the election.

And it has happened because prices are rising faster than 
wages.

In 39 out of the 40 months that David Cameron has been 
Prime Minister.

But the average doesn’t tell you the whole story.
We don’t just need average wages to creep higher than 

prices.
For people to be genuinely better off, we have to do much 

better than that.
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Ordinary families are hit harder than average by higher 
prices.

They rely more on expensive basic necessities, like elec-
tricity and gas.

And ordinary families do worse than the average when it 
comes to wage increases.

Because those increases are scooped by a few at the top.
Chief executive pay went up by 7 per cent last year.
When everyone else’s wages were falling.
We can’t just make do and mend.
We need to do much better than we are.

Can Anything Be Done?

And that means we can’t just carry on as we are.
We have to permanently restore the link between growth 

and living standards for all of Britain’s working people.
This Government can’t do it.
And the reason is because they are wedded to Britain 

competing in a race to the bottom.
Listen to their silence on our plans for a living wage.
Nothing to say.
On the falling value of the minimum wage.
Nothing to say.
On zero-hours contracts.
Nothing to say.
On the exploitation of low-skill migrant labour which 

undercuts wages.
Nothing to say.
They’re silent because of what they believe in.
In his speech to the Conservative Party Conference, 

George Osborne described my argument that they believed 
in a race to the bottom as something straight out of “Karl 
Marx” and “Das Kapital.”

No.
He’s wrong.
It is about what is happening in this capital city.
Right here.
And towns and cities across the country.
Right now.
Now, they think that this low wage economy is the best 

we can do.
Because they believe doing anything about it means in-

tervening in markets in ways that we shouldn’t.
I disagree.
A dynamic market economy, with profitable private sec-

tor companies is essential for creating the wealth we need.
But markets always have rules.
The question is: what do those rules allow?
And what do they encourage?
Do they encourage companies to create high-skill, high-

wage jobs, as part of a race to the top?
And provide the support they need to do so?
Or do they encourage a race to the bottom of low wages 

and low skills?

Do the rules mend broken markets?
Or allow some firms to take advantage of broken markets 

at the expense of everybody else?
All governments set rules for what they want to see.
This Government does intervene in markets but in the 

wrong way.
They make it easier to fire people.
Water down rights for agency workers.
Turn a blind eye to the failure to pay the minimum wage.
Pushing companies to compete on low wages, low skills 

and worse terms and conditions.
They introduce tax cuts for the richest.
Defend bonuses for the bankers.
Stand up for a powerful few.
Supporting their belief that wealth will trickle down from 

those at the top to everybody else.
Don’t believe it when they say they are stepping away, 

they are stepping in all the time, stepping in to stand up for 
the wrong people.

High hopes for those at the top.
Low expectations for everyone else.
A race to the bottom.
When what we need is a race to the top.

Dealing with the Cost of Living Crisis: Jobs

To win that race to the top, we are going to earn and grow 
our way out of this cost of living crisis.

Not by spending money we don’t have.
Because we have to bring the deficit down.
But by building a different kind of economy.
One that really works for working people.
That starts with the jobs our country creates.
David Cameron is still on his lap of honour.
To celebrate how brilliantly he has done.
In the slowest recovery for a hundred years.
We still face a massive challenge of creating jobs in this 

country.
There are still nearly two and half million people unem-

ployed in Britain and nearly a million young people are still 
looking for work.

And when we look at the jobs in our economy, too many 
are low paid, part-time and temporary.

Half of new jobs have been in low paid sectors of the 
economy.

We have 1.4 million people working part-time when they 
want full-time work.

More than ever before.
And we’ve got more people in a temporary job because 

they can’t find a permanent one.
The Tories don’t think we can do anything about it.
They think it is the way we compete with China and India.
But they are wrong.
A Labour government will put all our country’s effort into 

winning a race to the top.
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And that means taking action on both the quantity and 
quality of jobs that we are creating.

We can only win a race to the top if we transform our vo-
cational education system and apprenticeships in this coun-
try, which is what we will do.

We can only win a race to the top if we radically trans-
form the way we support business in every part of our coun-
try, with a proper regional banking system learning the les-
sons of Germany, which is what we will do.

We can only win a race to the top if we support the small 
businesses that will create the jobs of the future, by cutting 
business rates, which is what we will do.

We can only win a race to the top if we help parents get 
back to work and start earning to support their families by 
extending childcare for working parents to 25 hour a week, 
which is what we will do.

And we can only win a race to the top with a proper in-
dustrial policy, including for environmental jobs, which is 
what we will do.

All this is about re-engineering the British economy so 
that we make a difference to the kinds of jobs we create.

You can’t do it if you believe in a race to the bottom.
You can only do it if you believe in a race to the top.

Dealing with the Cost of Living Crisis: Wages

So dealing with the cost of living crisis starts with jobs.
But it is also about wages.
Wages for millions of people have been in decline for far 

too long.
I am talking about people battling to do the right thing 

and struggling and struggling.
Hard, honest work, in supermarkets, on building sites, 

in call centres.
Working harder, for longer, for less.
We have a low pay emergency in this country.
Five million people now paid less than the living wage.
Working for their poverty.
Up at least 1.4 million in just the last four years.
To one in five of all employed workers.
More of Britain’s poor children today are being brought 

up in working families than in jobless families.
And low wages aren’t just bad for working people.
They cost money in benefits too.
As the country has to subsidise more and more low paid 

jobs with higher and higher tax credits and benefits.
The government now pays more out on tax credits and 

benefits to those in work than it does for who are unemployed.
So to those who say we can’t afford to do anything about 

wages in our country today:
I say we can’t afford not to.
And many businesses now recognise that a low pay econ-

omy is bad for them too.
I was in Bristol last Thursday night talking to cleaners 

who are paid the living wage.

They told how proud to work for a firm like that.
Better pay means lower turnover of staff.
Higher productivity.
So we have to end the scandal of poverty pay in this 

country.
We would strengthen the minimum wage, which has lost 

5 per cent of its value under this government.
We are looking at the case for higher minimum wages 

in particular sectors of the economy, like financial services, 
where they can afford to pay more.

And we will go further than that too.
That is why the next Labour government from its first 

day in office, will offer “make work pay” contracts to em-
ployers all over Britain.

It is a simple deal.
For the first year of a Labour government, we will say to 

every firm:
You start to make work pay, through a living wage.
And we will give you a 12 month tax rebate of 32p for 

every extra pound they spend.
Make work pay contracts will raise wages, keep the 

benefit bill down and tackle the cost of living crisis. 
It is a good deal for workers, business and the taxpayer too.

And by tackling low pay we won’t just strengthen 
our economy, we will strengthen our society as well. 
It is not good for our country for people to be working 60 
or 70 hours a week, doing 2 or 3 jobs, not having time to 
see their kids.

We will change it.
Under a One Nation Labour government: work will pay.

Dealing with the Cost of Living Crisis: Broken Markets

And tackling the cost of living crisis is also about ensuring 
markets work for working people.

And that means fixing markets when they are broken.
This power station was built in the 1920s after a Conser-

vative government intervened to fix a broken energy market.
That government, of Stanley Baldwin, knew that if gov-

ernment didn’t fix broken markets, nobody else was going 
to.

Stanley Baldwin knew it.
John Major seems to understand it.
But David Cameron doesn’t.
His response to Labour’s energy price freeze shows how 

out of the mainstream he is.
He took issue with the whole idea of government inter-

vention in a broken market.
Ever since, on energy he seems to have had a different 

policy every day of the week.
But what we know is that we can never expect him to 

stand up to the energy companies, because they are a large 
and powerful interest.

It is not who David Cameron is.
It is not what he does.
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He stands up to the weak, never to the strong.
For the next eighteen months, people will hear scare sto-

ries from the unholy alliance of the energy companies and 
David Cameron.

The Big Seven.
It will just reinforce in people’s minds who he stands up 

for.
The six large energy companies.
Not the 60 million people of Britain.
Today, new figures confirm that most of the recent price 

rises weren’t caused by government levies or by a rise in 
wholesale prices.

But are the direct result of a broken market.
For the average increase in the price for electricity and 

gas since 2011, over half went straight to the costs and prof-
its of the companies themselves.

This shows exactly why we need a price freeze now. 
Because only a price freeze will protect customers while we 
re-set the market.

A price freeze until 2017 will happen if Labour wins the 
election.

A freeze that will benefit 27 million families and 2.4 mil-
lion businesses.

It is workable and it will happen.
And tomorrow, Parliament will vote on that price freeze. 

So Conservative and Liberal Democrat MPs could vote for 
it now.

And if they line up against it, the British people will know 
the truth:

This Government is on the side of the big energy compa-
nies not hard-pressed families.

And our price freeze until 2017 will pave the way for us 
to radically improve the energy market for the long term.

We will publish an Energy Green Paper for:
A regulator that can cut unjustified price rises.
A ring fence between the generation and supply business-

es of the energy companies, so there is proper transparency.
Forcing energy companies to trade the energy they pro-

duce in the open market.
And a new simple tariff structure that people can under-

stand.
So we will change the way the energy market works.
In a way that will provide long-term confidence for inves-

tors and a better deal for consumers.

And we will mend other markets that aren’t working in 
the public interest.

Opening up competition in banking.
A cap on the cost of credit in payday lending.
Proper regulation of our train companies.
Ending unjustified charges and fees in the private rented 

sector.
And new social tariffs in the water industry.
The Conservative Party defends broken markets and the 

few people that profit from them.
I am proud that the Labour Party stands up for markets 

that work for working people.

Conclusion

The next general election will offer a big choice.
A choice about whether we tackle the cost of living crisis 

or shrug our shoulders.
A choice about whether we run a race to the top or a race 

to the bottom.
A choice about whether we reform broken markets or 

defend them.
A choice about how we succeed as a country.
Above all, the choice will be about who our country is 

run for.
There is a Tory vision for Britain that has low expecta-

tions for what most people should be able to expect.
Payday lenders can prey on the vulnerable.
Millions of families see stagnating living standards.
Energy companies can just carry on as they are, ripping 

off consumers.
My vision is different.
We can run Britain in a different way.
Different from the past.
Building a different future for our country.
Where ordinary people feel the country is run for them.
In their interests.
And for their future.
Earning our way to a better standard of living.
Sharing rewards fairly.
And making markets work for people, not the other way 

round.
Britain can do better than this.
And that’s what One Nation Labour will do.
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Everyone Should Have Hope
WE MUST SEEK TO ACHIEVE GREATER SOCIAL MOBILITY

Address by CHUKA UMUNNA, Shadow Business Secretary, United Kingdom
Delivered at Herbert Smith Freehills, London, England, Oct. 31, 2013

Introduction
 

As ever, it’s great to be back here at Herbert Smith. 
You know—I often talk about my time here. My expe-

rience here—working with businesses of all sizes—has 
proved invaluable in my current role as Shadow Business 
Secretary.

It’s also good to speak here during Black History Month. 
It is worth reflecting that when I started my legal career 

here in 2002, I was one of just three black fee earners. 
So I’m pleased to return today to find Herbert Smith has 

made good progress in increasing the number of black fee 
earners but there is obviously more room for improvement.

And I’m delighted to be speaking to a room full of black 
City professionals. There was a time when the numbers 
of black City professionals would barely have filled this 
room—when we all knew each other so well because there 
were so few of us. That is no longer the case and that says to 
me that despite all the obstacles black people have faced, we 
are making progress. 

And when I say “we”, I actually mean Britain—all of us—
whatever our race, in every walk of life. 

Because I think there’s a powerful desire in this coun-
try to live in a society where people have the opportunity 
to achieve their dreams and aspirations regardless of their 
background. A social contract: shared responsibilities 
should mean shared opportunities and shared prosperity.

Because if we hold back any part of society—in this 
context black Britons—then we hold ourselves back as a 
country. And that’s something we can’t afford to do at a time 
when, as Ed Miliband has said, we need the talents of every-
one to help shape our future in this modern, complex and 
competitive world.

So progress is vital for individuals—and it is vital for us 
as a country. 

 
Celebrating progress

 
The progress we have made is now deeply embedded in the 
British psyche.

Emile Sande and Tinie Tempah have provided the 
soundtrack to our lives over the last few of years. Zadie 
Smith is a regular fixture on our Kindles. The entire country 
celebrates whenever Mo Farah or Jessica Ennis-Hill cross the 
finish line. 

That is one view of progress—and an important one.
But there are other perspectives on progress too, which 

can no longer be ignored. Pick up a copy of the Powerlist—
the annual list of Britain’s most influential black people—
and you will also see those achieving excellence in other 
fields: like here in the City, in our Boardrooms, in medicine, 
in science and other areas—where black people are not so 
prominent. 

So you’ll see Thiam Tidjane, CEO of Prudential, in the 
Powerlist Hall of Fame. He became CEO in 2009, and un-
der his leadership the value of the company has more than 
doubled. 

You’ll see Mo Ibrahim, who came to this country from 
Sudan in 1974, started working as a BT engineer and ended 
up founding Celtel International, one of Africa’s leading mo-
bile phone companies. With over 24 million subscribers in 
14 countries, Celtel was sold in 2004 for $3.4bn. That’s not 
a bad return!

 
Inspiring the next generation

 
You see, it’s so important that we use Black History Month 
not only to celebrate those on whose shoulders we stand 
who broke down the barriers in times past—but also those 
who are pioneering a new future today. 

Both are vital to giving our young people the confidence 
and inspiration to back themselves and go after their ambi-
tions and dreams.

If young black people can’t see people who look like 
them editing our newspapers, sitting on the Supreme Court 
or running our great British companies, how can we give 
them the hope that if they work hard, they can make it too? 

You see, shining a light on our role models is crucial be-
cause too many of them are ignored. 

One of the reasons is because our broadcast and film me-
dia have a tendency to stereotype black people: to present 
an image of black British people that suggests we can suc-
ceed in sport, entertainment and music, but not necessarily 
in other fields.

If I am wrong about this, then why do so many black 
British actors have to leave the UK for the US to get decent 
film and television roles that fall outside the stereotypes? 
Too many in the British film and television industries simply 
don’t cast black British actors in certain roles that fall outside 
those stereotypes. 

It’s often only after they’ve made it big in the States that 
black British actors get more—and more varied—roles here. 
That is unacceptable and has got to change. As a society, we 
cannot allow people to default to lazy stereotypes.
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 Outstanding race inequalities
 

So, I think we all recognise that though we have made great 
strides towards a more equal society, we still have a long 
way to go.

As a non-white person in Britain today, you’re twice as 
likely to be unemployed as a white person. 

If you are a young black graduate, you’ll earn on average 
only three quarters of what a white graduate earns. 

If you have an African-sounding surname, you need to 
send about twice as many job applications as those with tra-
ditional English names—not even to get a job—but just to 
get an interview. 

And I’m being generous here. I haven’t gone into the 
over-representation of black people in the criminal justice 
and mental health systems—or the disproportionate num-
bers of young black Caribbean boys, say, being excluded in 
our schools.

So the message is clear:
If you believe that we are all created equal and ours 

should be an equal society—then we cannot let up. Our 
commitment cannot waver. We cannot be complacent.

 
Carrying on Labour’s tradition tackling race inequality

 
That’s why I’m a proud to be Labour. Over the years it was 
my party that enshrined non-discrimination as a guiding 
principle not only of our beliefs, but also of our laws—from 
the Race Relations Act of 1965 to the 2006 anti-age dis-
crimination regulations.

And during our most recent period in office, we did 
what the previous Conservative government failed to do—
to set up the full judicial inquiry into the disgraceful mis-
handling by the police of the investigation into the mur-
der of Stephen Lawrence, an inquiry that acknowledged 
formally for the first time what we all knew to be true—
that there is institutional racism in our country—and we 
sought to deal with it. 

 Of course, the real credit for that inquiry belongs to the 
Lawrence family for their refusal to give up in their demand 
for justice—and I am proud to say Baroness Doreen Law-
rence formally became a Labour peer this month following 
her nomination by Ed Miliband. That tradition of work-
ing to stamp out discrimination in all its forms—deliber-
ate or subconscious—wherever it exists, continues. Just last 
week our new Shadow Equalities Minister, Gloria De Piero, 
launched our race equality strategy. We are consulting on it 
so please visit our website at yourbritain.org.uk and have 
your say. 

 
Social mobility stalled  

 
So I’ve talked about progress made, the need to challenge 
stereoptypes, and the ongoing quest for race equality in Brit-
ain. But we must go beyond this. 

I think we’re unlikely to see future generations of black 
British people go on and do better than the last if we focus 
on race inequality alone—we must address issues of class 
and social mobility which are holding people back as well.

Social mobility is an annoyingly dry phrase for some-
thing so fundamental to all of us: making possible the basic 
desire of people to create a better future for themselves and 
their families.

I’ve worked very hard to get to where I have. However, I 
do believe that I would have had to work even harder had 
I not come from a middle class background. When I was 
growing up the black middle class was still in its infancy. But 
now it is growing. 

However, unless we make social mobility for everyone 
our driving purpose, people won’t be able to meet their as-
pirations, we will not be a more equal society and we won’t 
make the most of our potential as a country.

Just two weeks ago, the Government’s Social Mobility & 
Child Poverty Commission couldn’t have been clearer: 

Britain remains a deeply divided society and economic 
disadvantage still strongly shapes life’s opportunities. They 
say there’s a real danger that social mobility could go into 
reverse in the first part of this century if we don’t act. 

So our goal is not only to eradicate prejudice in all its 
forms and reduce racial and other inequalities, but to cre-
ate a society where if you want to get on, move out of your 
flat into a house, progress from the shop floor to the board 
room, we empower you to do it.

We want to create a society in which the son of a bus 
driver can go on not only to run but own the bus com-
pany. A society where the teenager working the check out at 
Sainsbury’s in Streatham Common can become its CEO. A 
society where the budding Richard Bransons and Mo Ibra-
hims growing up on the Tulse Hill Estate, in one of the most 
deprived wards in my constituency, can turn their ideas into 
thriving businesses and make their first million. 

Because it is in all our interests—it not only creates 
wealth for the individual, jobs and growth, and of course 
tax receipts for the Exchequer!

But that is not our country today. Social mobility has 
stalled. As Alan Milburn, chair of the Commission said—
over the last few decades we’ve become a wealthier society 
but we haven’t really become a fairer one.

So let me be clear: increasing social mobility and empow-
ering people to meet their aspirations goes to the heart of 
my politics, it goes to heart of Labour’s values, it goes to the 
heart of the One Nation Britain Ed Miliband seeks to lead. 
Neither your race nor your class should stand in the way of 
opportunity. 

 
What Labour will do to kick start social mobility

 
We sought to increase social mobility in Government, in-
vesting heavily in education, Sure Start and thousands of 
new Children’s Centres just a couple of the measures to help 
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give our children a better start in life, important drivers of 
life chances.

But it wasn’t enough. While we managed to stop income 
inequality growing, we weren’t able to reverse the massive 
growth in inequality that happened in the two decades be-
fore ‘97. 

And our achievements during our years in office have 
since been rolled back. Alan’s report was clear that the gov-
ernment is making the situation worse. Austerity is hitting 
the poorest hardest. Long-term challenges remain unre-
solved. Child care quality is too variable; child care costs too 
high. The most deprived areas still have 30% fewer good 
schools and not enough state school children are going to 
the best universities. The number of young people unem-
ployed for more than two years is at a twenty year high. 
Senior professionals are still more likely to be privately edu-
cated and privileged men. 

Credit where credit is due: the Government deserves 
praise for setting up the Social Mobility Commission. But 
the Commission’s report and its sobering conclusions chal-
lenge us to have a serious conversation about how we secure 
a future of opportunity for all.

So today, I’m calling on the Government to hold a debate 
in the House of Commons—on Government time—on that 
important 2013 report of the Social Mobility and Child Pov-
erty Commission. 

So what are the kind of things a future Labour Govern-
ment would do to boost social mobility?

On growth, the Commission says Government should 
aim to achieve a balanced recovery that reduces living costs 
and improves earnings. 

We would ensure that those with the broadest shoulders 
should bear the heaviest burden. So instead of prioritising 
giving 12,000 people earning millions a tax cut in the order 
of £100,000 each, we’d give 24 million working people on 
middle and lower incomes a 10p starting rate of tax.

On jobs, the Commission urges the Government to set a 
goal of eliminating long-term youth unemployment. That’s 
why we’ll introduce a compulsory jobs guarantee for young 
people and the long-term unemployed to get people back 
to work.

On training, the Commission urges business leaders and 
the Government to come together to ensure half of all firms 
offer apprenticeships. So we’d insist that companies taking 
up large government contracts deliver apprenticeships and 

we’d give employers more control over skills funding in re-
turn for more apprenticeships.

On childcare, the Commission says more should be done 
to support lower and middle income families with child care 
costs. So we’d expand free childcare for 3 & 4 year olds from 
15 to 25 hours per week for working parents, paid for by an 
£800m rise in the bank levy.

On pay, the Commission urges the Government to focus 
on reducing in-work poverty by looking again at the remit 
of the Low Pay Commission to enable raising of the mini-
mum wage and to look at how we incentivise employers to 
pay more. That is precisely why we have appointed the for-
mer Deputy Chair of KPMG, Alan Buckle, to chair a review 
for us into those very issues.

And of course, for our wealth creators and entrepreneurs, 
I am determined we provide you with proper support to 
start up, grow and lead a business, one of the most powerful 
drivers for social mobility.

I could go on. These are just a selection of the policy 
commitments we’ve made that will not only help people 
with the cost of living but give them the ability to create a 
better life for themselves and their families—to meet their 
aspirations. 

 
Conclusion

 
So we must celebrate the progress of black people in every 
field, and we must tackle the race inequalities that still hold 
people back. But we must also seek to achieve greater social 
mobility, to make ours a more equal society and more pros-
perous nation.

For it is vital that everyone should have hope—hope for 
a better tomorrow, hope to make the most of their poten-
tial. It’s about having purpose, it’s about aspiring and being 
inspired. Looking to our heroes and looking to our future.

And that calls on us to act.
It brings to mind those powerful words of Martin Luther 

King:
“We are now faced with the fact that tomorrow is today. 

We are confronted with the fierce urgency of now. In this 
unfolding conundrum of life and history, there “is” such a 
thing as being too late. This is no time for apathy or compla-
cency. This is a time for vigorous and positive action.”

Amen to that.
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How We Use the Talents of All
BEING PRO-MARKET AND PRO-COMPETITION ALSO MEANS ACTING WHEN MARKETS FAIL  

AND COMPETITION DOES NOT OPERATE
Address by ED BALLS, Shadow Chancellor of the Exchequer, United Kingdom

Delivered at CBI conference, London, England, Nov. 4, 2013

Thank you, Mike.
And on a personal note, let me start by saying that—

while for many of you this session may feel like just one 
more in a long line of politicians speaking today—for me 
this is actually a bit of a milestone.

I first attended the CBI annual conference back in 1995 
as a young economic adviser—and returned again the fol-
lowing year to Harrogate, just a few months before the Gen-
eral Election.

Our plan to make the Bank of England independent was 
still under wraps, but the then Shadow Chancellor told 
that year’s CBI conference that the next Labour government 
would lock in price stability by keeping the inflation target.

I’ve been back to CBI conferences many times over the 
following 18 years, but this is the first time I’ve addressed 
your annual conference.

So thank you for inviting me to make my debut today.
And this is certainly a CBI conference being held at a vital 

and challenging time, for British business and for the future 
of our country.

We meet here with economic recovery finally getting go-
ing again after a long and protracted period of stagnation, 
and that return to growth is something to celebrate and nur-
ture.

But with business investment still on hold, bank lend-
ing to SMEs still contracting, youth unemployment still very 
high, and living standards still falling for millions—meaning 
that for most people there is so far no recovery at all—this is 
no time for complacency.

Because there is no quick fix. We have to earn our way 
to rising prosperity. But we will not succeed unless we use 
the talents of all and ensure that everyone can benefit from 
economic recovery and not just a few.

In my view, Britain has always succeeded, and can only 
succeed in the future, as an open and internationalist and 
outward-facing trading nation, with enterprise, risk and in-
novation valued and rewarded.

Backing entrepreneurs and wealth creation, generating 
the profits to finance investment and winning the confi-
dence of investors from round the world.

That is why Ed Miliband and I share the CBI vision of 
Britain prospering in a reformed Global Europe. You are 
right to challenge us politicians to maintain British influence 
and lead the debate about the reforms that Europe needs to 
deliver value for money, open up markets and secure rising 
prosperity.

But Britain is better placed to shape Europe’s future if we 
are fully engaged rather than having one foot out the door. 
We are clear that there is no future for Britain in walking 
away from our biggest market—or threatening to do so for 
reasons of internal party management.

Europe needs reform, but to walk away from our EU 
membership would be reckless, foolish and deeply damag-
ing. On Britain’s future in Europe, the national interest must 
come first.

But at a time when most people in our country are seeing 
their living standards falling year on year, we cannot take 
public support for this open, global vision of a dynamic 
market economy for granted.

I know, as an MP with, until recently, the largest BNP 
membership of any constituency in the country, how some 
on the extremes of left and right see the solution to be iso-
lationism, turning inwards, setting their face against the rest 
of the world and the global economy.

They are wrong. Business is key to the solution, not the 
problem—as is Britain properly engaged in a reformed Eu-
rope.

But at a time when politicians and business leaders often 
seem to compete with each other for bad headlines, be it 
MPs expenses, tax avoidance schemes, or rising energy pric-
es, none of us can afford to bury our heads in the sand and 
ignore the legitimate and mainstream concerns of people 
across our country that our economy is not currently work-
ing for them and their families.

That is why we believe it is so vital that government 
works closely with all businesses—large and small: to pro-
mote open markets, competition and long-term wealth 
creation; and to reform our economy so that, by using and 
investing in the talents of all, we can deliver rising living 
standards not just for a few but for everyone in every part 
of the country.

Labour and business

This may be my first annual conference speech, but over the 
years I’ve worked closely with five CBI Director-Generals, 
from Sir Howard Davies onwards.

Most recently, of course, John Cridland—who’s been at-
tending CBI conferences for a lot longer than I have.

And Sir Richard Lambert, who gave me my first job as 
an economics leader writer at the Financial Times back in 
1989.
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And Lord Adair Turner—who I worked with closely 
on the New Deal youth jobs programme and the Climate 
Change Levy, recommended by the then CBI President Sir 
Colin Marshall in his 1998 report, which also made the case 
for extra help for heavy energy users.

And of course, the unforgettable Lord Digby Jones.
I was reminiscing with Digby last week and I reminded 

him about the secondary schools enterprise challenge he 
came up to launch with me in Wakefield.

“Oh dear”, Digby said. “Wasn’t that the one where my 
speech got off to a bit of a bad start?”

It certainly did. Digby began what became a passionate 
speech about enterprise education to a group of over 200 
fourteen year olds and their teacher, with a totally inappro-
priate joke, about a lawyer, a pelican and which one could 
stick his bill where…

The actual story was rather more graphic in the telling. 
As I looked out from the platform, I saw all the teachers turn 
completely white with shock. But I can report the 14 year 
olds all thought it was totally hilarious.

But let me say this about the work we did together.
I’m not going to claim to you that we got everything right 

in our relationship with business—let alone that you all 
agreed with everything we did, or will again in future.

While you initially had misgivings, we worked hard to 
make the national minimum wage and the Low Pay Com-
mission work, and it is in that same spirit that we are now 
working with many employers across the country to pro-
mote and, as Ed Miliband said yesterday, incentivise the 
non-statutory living wage.

On Europe, we were right to work together to deepen the 
single market, and we made the right call for Britain not to 
join the Euro in 2003.

And while most British people do see and support the 
contribution that migration makes to our country, we were 
both wrong to support open access for accession country 
economic migrants to the UK without transitional controls, 
proper protections and extra support for communities.

And we all failed to see the dangers that were emerging 
in our banking system in the middle of the last decade, and 
the inadequacy of bank regulation… and I have certainly 
learned from that experience.

But time after time where our economic policies were 
successful—from record investment in rail and roads, and 
a ten year framework for increased investment in inno-
vation and science, through to corporation tax cuts and 
Capital Gains Tax for entrepreneurs cut to 10%—they 
were successful because we had moved beyond the old-
style British debate—public bad, private good; private 
bad, public good—and recognised that partnership be-
tween business and government is vital if we are to suc-
ceed and prosper.

And at a time like this, when we need to rebuild our 
economy for the future and rebuild public trust that an open 
and dynamic economy can work for working people, I do 

believe that partnership and a long-term consensus on what 
needs to be done is needed more than ever.

Why concensus matters

I know it is not fashionable to talk in Britain about the im-
portance of consensus.

And let us not be naïve—consensus is not always a good 
thing, as we learned to our cost when Britain joined the 
ERM.

But I know how much business needs stability and pre-
dictability—that it is the clear view of business that, where 
possible, we politicians should seek to build a consensus in 
the national interest.

I know you will be expecting me to highlight my differ-
ences today with Coalition politicians. And I will.

But there is much we can agree on too. So I want to set 
out where, on each of the three big economic questions of 
our time—banking and regulatory reform; deficit reduc-
tion; and the long-term prospects for jobs and growth in 
the UK—the Chancellor George Osborne and I agree on the 
strategic goals—even if we disagree on how to get there.

Banking reform

First, on banking reform, where there is clearly now a cross-
party consensus on the need for tougher banking standards, 
we and the Parliamentary Banking Commission are urging 
the government to go further to entrench cultural change, 
with a backstop power to break up banks if we do not see 
the change we need.

But we all agree that—as in all areas of regulation—we 
must take a careful and balanced approach.

Too soft: and we risk again leaving taxpayers and busi-
nesses exposed. Too heavy-handed: and we risk throwing 
the baby out with the bath water and ignoring the needs of 
businesses small and large.

In my view, government should always remember the 
US response to the World Com and Enron accounting 
scandals a decade ago. The US Congress reacted with a 
heavy-handed piece of rules-based legislation—Sarbanes-
Oxley. But it didn’t work. It did not stop the subsequent 
financial crisis—which after all started in the US. And its 
complexity drove jobs and tax revenues out of the US year 
by year.

This audience doesn’t need telling that rigid rules-based 
regulation is often not the answer, and that small and medi-
um-sized businesses, desperate for much needed risk capital 
and fair terms, are likely to be the losers if regulation is too 
inflexible, and heavy-handed.

We need to diversity and rebalance our economy. But a 
sensible and balanced approach must mean valuing our cre-
ative and service industries as well as manufacturing and 
construction. And that must include financial services too, 
which are vital to Britain’s economic future, and upon which 
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thousands of jobs depend on—not just here in London, but 
across the country in Leeds, Edinburgh, Birmingham and 
Bristol too.

Deficit reduction

The second thing that George Osborne and I agree on is that 
Britain needs a credible plan for deficit reduction.

Of course, the contentious issue of the past three years 
has been the pace of that deficit reduction and its impact 
on growth.

The Chancellor set out to get the deficit down faster than 
the plan he inherited. But having choked off the recovery, 
he is in fact now reducing it at a much slower pace than he 
or we planned.

What matters now is where we go from here. And we can 
all agree that the return to growth over the last few months 
is welcome—if long overdue.

But with the deficit and debt now set to be much higher 
over the rest of this decade than anyone envisaged back in 
2010, there will be no complacency from me and the next 
Labour government on deficit reduction and spending con-
trol.

That is why I was very clear with my party in Brighton 
in September: that the next Labour government will have to 
be very different from our predecessors; that we will be cut-
ting spending in 2015-16 and not raising it, with no more 
borrowing to cover day-to-day spending; that we will have 
tough fiscal rules to balance the current budget and get the 
national debt falling; and that we want every tax and spend-
ing commitment in our manifesto to be independently au-
dited by the Office for Budget Responsibility.

We will have to make tough and difficult choices. So we 
will have a cap on structural social security spending and go 
ahead with increases in the retirement age. And I have told 
my party that we cannot continue to pay the winter fuel al-
lowance to the richest pensioners.

And because we must make tough choices about priori-
ties when resources are tight, we have set out difficult choic-
es on tax too.

After the financial crisis, I believe it is right to repeat 
Alistair Darling’s tax on bank bonuses to fund a youth jobs 
programme and raise the bank levy to help make work pay 
by expanding free childcare for working parents.

And while we have supported—and indeed began—suc-
cessive cuts in the main rate of corporation tax to make our 
tax system more competitive, down from 33 per cent in 
1997 to 28 per cent by 2010 and 23 per cent today, we do 
not think we can justify another tax cut for large businesses 
in 2015, when so many small and medium sized business 
are under such pressure.

That is why we have said the next Labour government 
will instead cut and then freeze business rates for 1.5 million 
business properties, a tough choice we need to make to help 
more businesses when resources are tight.

Securing a lasting recovery

Let me turn to the third area where, after the experience of 
the last three years, the Chancellor and I now agree: that we 
can’t get the deficit down and secure our economic future 
without economic growth.

And this is now set to be the central challenge for eco-
nomic policy in the coming months: how do we secure a 
strong balanced recovery which is built to last; which sup-
ports long -term investment; and which can deliver rising 
living standards for all and not just a few.

‘Built to last’ means a recovery based on long-term invest-
ment, exports, innovation and productivity growth.

That is why we share your concerns about the Chancel-
lor’s current reliance on boosting housing demand through 
taxpayer-guaranteed mortgages to secure recovery through 
the Help to Buy scheme, while failing to take action to boost 
housing supply.

The danger is that by boosting demand while failing to 
build more homes, the Chancellor will deliver an unbal-
anced recovery and make home ownership even further out 
of reach for the aspiring first time buyers his scheme should 
be helping.

That is why we continue to agree with the IMF in urging 
the government to bring forward £10 billion of infrastruc-
ture investment this year and next year, which could be used 
to build 400,000 affordable homes.

And it is why we have urged the Chancellor not to wait 
for a year to ask the Bank of England to review the details of 
Help to Buy, but instead to do so right now.

How can it make sense, for example, for a scheme that 
should be about helping first time buyers to offer taxpayer-
backed mortgages on homes worth up to £600,000?

Industrial policy

But what will deliver the strong and balanced recovery we 
need is long-term business investment.

Because in the 21st century, we know that the companies 
and countries that will succeed will be those who invest in 
skills and innovation and can exploit the huge opportunities 
that the new global digital network and the era of big data 
are bringing—in high-value manufacturing, digital media, 
clean energy, education and medical technology.

And the question is whether we will seize this opportu-
nity or squander it?

You know in your own businesses you have no future 
trying to undercut emerging market economies like India, 
China and Brazil on cost and wages. And we cannot succeed 
as a country and win the global race through a ‘race to the 
bottom’ on wages and standards. That way is doomed to fail.

And because Chuka Umunna and I are determined to 
learn from successful British businesses, we have asked Mike 
Wright, Executive Director at Jaguar Land Rover, to lead a 
review for us on how we can help strengthen our manufac-
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turing supply-chains and deliver the skills and innovation 
Britain needs to succeed, small and large businesses work-
ing together to invest and export.

Some of you will say government should just get out of 
way. And let me say, if government action is undermining 
confidence and investment then that is what government 
should do. But on innovation, skills, planning, infrastruc-
ture—for government to walk away would be for govern-
ment to abandon the long-term partnership we need to suc-
ceed.

As Labour’s last Business Secretary, Lord Mandelson con-
cluded: “ministers and markets can and should mix—selec-
tively and strategically.”

So to drive innovation the next Labour government 
would continue to support the technology strategy board 
and its catapult centres—successful initiatives we started. 
And we will make Local Enterprise Partnerships fit for pur-
pose.

To promote long-term investment, we are studying for-
mer IoD Director-General Sir George Cox’s proposals to re-
form takeover rules and our tax system.

And we should use revenues from the planned increase 
in the licence fees for the mobile phone spectrum, expected 
to be over £1billion in the next parliament, to capitalise the 
British Investment Bank so that, region by region, we can get 
small and growing businesses the finance they need to grow 
and create jobs.

And following the path-breaking report by the Chair of 
the Olympic Delivery Authority, Sir John Armitt, we will 
set up an independent infrastructure commission to end 
dither and delay in infrastructure planning and build the 
consensus on infrastructure that we need to invest for the 
long-term. Of course, the test for any such reform is how it 
would affect big decisions currently on the table. So let me 
address two.

First, on airports, we welcome the Howard Davies review 
and it is Labour’s view that it should report before the Gen-
eral Election and not after. Under the Armitt plan, it would 
not have been possible to set up the Davies review without 
proper cross-party consultation, or kick the report into the 
next parliament. And if any future government then were 
to sit on the recommendations, the Armitt plan would give 
a clear remit to the independent commission to chivvy and 
chase.

Second, on High Speed 2, the whole purpose of the Ar-
mitt plan is to ensure that in future the case for and the costs 
of any large project is properly and thoroughly and indepen-
dently investigated.

Labour supports HS2 and the idea of a new North-South 
rail link because of capacity constraints on the existing rail 
network. But our support for it is not at any cost.

The Labour Party cannot—and will not—give the gov-
ernment a blank cheque. That is what you would expect 
from any credible official opposition seeing a Government 
desperately mismanaging a project. And that is what is hap-

pening here with the costs having shot up to £50 billion.
Indeed, the costs have gone up by a staggering £10 bil-

lion in the last year, so I of course welcome the Prime Minis-
ter’s belated recognition that he needs to get a grip.

As you at the CBI have said recently: “The increased costs 
of HS2 are a matter of concern. For HS2 to go ahead it has 
to wash its face. The value for money test has to be properly 
applied.”

We agree—and we will put the national interest and the 
taxpayer interest first. We will take a hard-headed look at 
the costs and benefits of the scheme to ensure this is the 
best way to spend £50 billion for the future of our country.

As Chancellor, I would be a strong advocate for infra-
structure investment. And I believe the government should 
be acting now to bring forward that long-term investment, 
as the IMF has also argued. But the Chancellor should nev-
er simply become a cheerleader for any particular project. 
Building a consensus about long-term infrastructure does 
not mean turning a blind eye to value for money.

Energy

Let me turn to another area where we badly need a long-
term consensus to secure long-term investment—and that 
is energy.

In your report, the Colour of Growth, the CBI made a 
powerful case for long-term certainty to drive investment 
and innovation and new technology.

You called for a 2030 decarbonisation target and we 
agree.

But fully consistent with the need for long-term stability 
in vision, price and regulation, we also need an energy mar-
ket that works in a transparent and fair way for household 
and business customers alike. And it patently isn’t at the 
moment.

That is why we have said that we will introduce a new, 
tougher and more transparent regulatory regime for what 
remains a highly concentrated utility industry.

And while these long-term reforms to increase compe-
tition are being introduced, we believe it is right and fair 
to give households and businesses some respite with a 20 
month price freeze just as we introduced a one-off windfall 
tax to give the taxpayer redress after the post-privatisation 
excesses in the 1990s.

This isn’t just to benefit households—it is deliberately to 
also benefit businesses large and small across the UK.

Markets promote growth and innovation and reward 
entrepreneurship—and when they are competitive they 
should set prices, not Government or anyone else.

But being pro-market and pro-competition also means 
acting when markets fail and competition does not operate 
otherwise we risk public support.

That is why I believe the CBI has been right to back tough 
bank regulation. It is why the CBI has rightly urged long-
termism and transparency on executive pay-setting. It is 
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why the CBI was right to urge your members to sign up to 
your code of good tax practice.

Our task is to show that a dynamic and open market 
economy can work to raise living standards for all.

But when it doesn’t because competition or regulation or 
tax law fails, then business and government must work to-
gether to solve the problem and win back public trust.

Using the talents of all
 

And that is why the CBI has been right to urge reform in 
the area where we can together do most to ensure that all 
citizens share in rising prosperity—by getting all people the 
education and skills they need to succeed.

Just a few weeks ago my colleague, the Shadow Business 
Secretary, Chuka Umunna, published the first report of the 
Husbands skills taskforce.

You have told us that qualifications need to fit the reali-
ties of the modern economy.

So the Husbands review has set out a way Government 
can give you, as employers sector by sector, far more control 
over the £1.5 billion currently spent on workplace skills and 
apprenticeship by Government.

We will ask you to tackle free-riding and deliver an in-
crease in the high end apprenticeships in these sectors and 
supply chains, including in all companies seeking to bring 
in more skilled migrants.

You will decide what qualifications work best for you and 
your employees and who delivers the training.

Just a few weeks ago I met the Chief Executives of a num-
ber of big IT companies at E-Skills. They were singing the 
praises of the IT Diploma, which they designed.

I remember the head of Vodafone telling me he knew this 
qualification would work when the head of a school’s com-

puter science department complained he could only teach it 
in partnership with the business department. “Exactly” cried 
the Vodafone executive, “teach them how to use IT to solve 
problems. That’s what we want.”

But the IT Diploma has been scrapped with no adequate 
replacement. And vocational learning has been downgraded 
in the school curriculum and derided as ‘soft’ by the Educa-
tion Secretary. That is no way to use the talents of all and to 
raise aspirations.

Let me end with that enterprise competition that Digby 
and I launched. The winners were a group of 14 year olds 
from a local school. They designed a website to sell Wake-
field as the rhubarb capital of Britain with a tourist tour and 
promotions. It was fabulous. They partnered with a local 
business, found out that the things they enjoyed doing on 
computers in the evenings were things people got paid for 
doing, and came down to the House of Commons to get 
their prize.

Their teacher told me afterwards what a brilliant assem-
bly they did telling the whole school about how they had 
won. And she said to me: what you have to understand 
is these three lads had never been to London before, this 
competition and enterprise education has transformed their 
view of themselves and what they can achieve.

So I say let us give that same chance to every young per-
son: modern, rigorous qualifications, enterprise education 
and a determination to raise aspiration. That is how we use 
the talents of all.

Let us work together and build a long-term consensus to 
secure the skills, and the long-term investment and reform 
we need to deliver rising prosperity for all. I do believe the 
future of our country depends upon it.

Thank you.

The Zimbabwean Experience of Diamonds and  
How They Have Shaped Our Politics

PROPOSED SOLUTIONS FOR A PROBLEMATIC INDUSTRY
Address by MORGAN TSVANGIRAI, Minister of Parliament, Zimbabwe

Delivered at Oxford University African Studies Centre, Oxford, England, Oct. 27, 2013

It is always inspiring and a great honour to be invited to an 
august forum of such a prestigious and famous institution 

of higher learning and research.
I sincerely acknowledge the invitation to Oxford Univer-

sity and the Centre for African Studies, one of the highest 
centres of learning in the world. For centuries, some of the 
world’s greatest minds have walked the cobbled streets of 
Oxford and graced its platforms and I am humbled to have 
been chosen to be in your company today.

This is my first international engagement after the disputed 

elections in Zimbabwe and to do so at this world-renowned 
centre of learning is both an honour and a privilege. That 
you have invited me here represents a re-affirmation of the 
importance of our cause and the seriousness with which it 
is regarded by the academic world, especially the Centre for 
African Studies which has over the years provided a forum 
for discussion and debate on the critical issues affecting our 
continent, a continent toward which some of us have invested 
so much time, effort and love to ensure that it provides a safe 
and happy environment for its inhabitants. 
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Politics has always stood to benefit from intellectual capi-
tal. Developmental and democratic processes in Zimbabwe 
and Africa generally can benefit more from greater input by 
intellectuals.

Research is critical—it informs politicians and politics 
and as the MDC, we place high value in the contributions 
made by intellectuals even as we appreciate that politics is 
an arena for participation by everyone.

We regularly draw on the expertise of intellectuals and do 
not hesitate to invite them to work with us and we have been 
privileged to have some joining our ranks over the years. We 
take your work seriously and encourage you to do more re-
search on Zimbabwe including on issues that form the core of 
today’s discussion. Left to ourselves and our egos, we politi-
cians can easily become our own worst enemies and so we 
need intellectuals to play their critical role, pointing to our 
errors and checking our excesses. It is for this reason that we 
in the MDC fought hard to ensure the inclusion of the right to 
academic freedom in Zimbabwe’s new Constitution.

I have been asked to talk about the extractive industry, 
in particular, the diamond industry in Zimbabwe and its 
impact on the politics obtaining in the country. This topic 
is most appropriate and poignant, given the background of 
the most recent elections in Zimbabwe, whose process and 
outcome have been marked by serious controversy leaving 
serious credibility and legitimacy questions.

While it is tempting, the purpose of the paper is not to 
discuss the process and outcome of those elections, which is 
a matter for another forum. The paper will however, make 
reference to the elections to the extent that it is necessary 
and unavoidable in discussing the interplay between the 
diamond industry and politics in Zimbabwe—which forms 
the core of this paper.

While Zimbabwe could have learned from previous expe-
rience in other African countries, such as Sierra Leone and 
the DRC, the discovery of diamonds has indeed followed 
the all-too-familiar script and turned out to be a curse rather 
than a blessing for the country.

There were serious human rights abuses that took place 
following the discovery of the precious stones—as report-
ed and authenticated by civil society organisations and 
the initial disbarment of Zimbabwean diamonds from the 
Kimberly Process until not so long ago, when they received 
certification.

The military occupation of the diamond fields, the beat-
ings and killings of those who came for the “Diamond 
Rush”, the forced displacement of the local people in Ma-
range in Manicaland province and the problems they con-
tinue to face following their displacement remains a cause 
for concern.

The poverty endemic in this area is not consistent with 
the value of the diamonds extracted from their land. It is 
displeasing how a people can continue to wallow in poverty 
in the midst of a treasure benefitting the well-heeled and the 
well-connected in government.

The mining industry has replaced the once-thriving ag-
ricultural sector as the biggest export and foreign currency 
earner for the country. The sector has seen a lot of compa-
nies entering the fray, particularly in diamond mining.

The companies include: River Ranch, Murowa Dia-
monds, Mbada Diamonds, Anjin, Marange Resources and 
Diamond Mining Company (DMC). Government, through 
the state-owned company, ZMDC entered into joint ven-
ture agreements with a 50/50 shareholding in the following 
companies: Mbada, Anjin and DMC. Marange Resources is 
owned 100% by ZMDC.

The diamond mining sector was generally small until the 
huge discovery of alluvial deposits in Marange in 2006. It is 
estimated that the country now has the capacity to supply 
25% of the global diamond market.

As a party, the MDC’s aims to promote a “social democrat-
ic developmental state”, and sees the mining industry as a 
critical sector through which to promote both development 
and strengthen democratisation in the country.

Unfortunately, the experience so far under Zanu-PF in 
control of natural resources and the mining sector is that the 
diamond industry has neither helped in promoting develop-
ment or democratisation in the country.

Instead, it has increased the gap between the minority 
that are extremely rich and the majority who remain poor 
while at the same time fuelling the undermining of dem-
ocratic processes. I will endeavour to demonstrate this in 
more detail below by showing the major challenges affecting 
the diamond mining industry and how they have impacted 
on the politics in the country.

Major challenges affecting diamond mining industry

1. Lack of transparency
The secrecy and lack of transparency in the diamond 

mining industry has resulted in serious leakages and failure 
to remit satisfactory revenues to the State. While the Minis-
ter of Finance expected $600 million from the proceeds of 
diamond exports in 2012, the State only received about $41 
million. This is against reported sales of diamonds running 
into billions of dollars every year. According to internation-
al NGO Global Witness, about $2bn in diamond revenues 
have been unaccounted for since 2008.

In 2012, our Minister of Finance was forced to revise his 
$4 billion National Budget to $3,4 billion after the $600 
million expected from diamond sales did not materialise. 
Our own Parliamentary Portfolio Committee on Mines and 
Energy presented a report in Parliament in June 2013 which 
states the following:

“The Committee observed with concern that from the 
time that the country was allowed to trade its diamonds 
on the world market, government has not realized any 
meaningful contributions from the sector. This is despite 
the fact that production levels and the revenue generated 
from exports has been on the increase. There are serious 
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discrepancies between what government receives from the 
sector and what the diamond mining companies claim to 
have remitted to Treasury”.

The parliamentary committee’s report said powerful of-
ficials, politicians and police and army commanders repeat-
edly tried to thwart the probe into diamond dealings. The 
chair of the 22-member panel, Edward Chindori-Chininga, 
a former Mugabe Mines minister, died in a car crash just 
days after he signed off the report in June.

Police said Chindori-Chininga’s death was accidental and 
that his car had veered off the highway and slammed into 
trees. However, observers found the circumstances of his 
demise suspicious. Certainly, car wrecks or mysterious ac-
cidents are not uncommon in our part of the world and as 
a local press report indicated recently, they have taken the 
lives of 12 senior politicians, all of whom were believed to 
have bucked official policy, in the past two decades.

The parliamentary committee’s report said several offi-
cials lied while giving evidence under subpoena and that 
diamond earnings are not only shielded from scrutiny but 
are not channelled into the state coffers.

The one notable discrepancy is that while Treasury re-
ceived $41 million only in 2012, one of the diamond mining 
companies which responded to the Parliamentary Commit-
tee (Mbada) stated that it had remitted $117 million to Gov-
ernment as dividends for its shareholding. The difference 
between $117 million supposedly received from Mbada and 
the $41 million actually received by Treasury remains unac-
counted for. This is even before one considers remittances in 
dividends from other diamond mining companies in which 
the state is a shareholder, let alone the royalty fees and other 
payments due to the state.

2. Under-reporting
The lack of transparency means that nobody appears to 

know exactly how much the country has earned from dia-
monds and whether the reported figures are accurate. It is 
clear that there is serious under-reporting of the proceeds 
from diamond mining and trade. The effect of the low remit-
tances to government simply means the State has been thin 
on resources and it has not been able to finance the develop-
mental projects that had been budgeted for. With the State 
receiving little revenues than expected, its developmental 
role has been seriously hamstrung.

It is hoped that the lifting of restrictive measures on 
ZMDC and the use of the Kimberly Process will promote 
greater transparency. The measures had the effect of giving 
rent-seekers an opportunity to conduct their dealings in the 
parallel market, thereby promoting shady deals, leakages, 
non-accountability and corrupt activities. They no longer 
have that excuse and it is expected that there will be added 
transparency and therefore accountability on the mining and 
trade of diamonds. If the State receives what is due to it from 
the diamond companies, the hope is that the Government 
will channel those resources to developmental projects. We 

had comprehensive plans, as an MDC Government to make 
diamonds work for the people of Zimbabwe—using the 
proceeds to support infrastructural projects and promoting 
social services for local communities.

3. Corruption
Diamond mining in our country is riddled with corrup-

tion as confirmed by the Parliamentary Committee report 
and President Mugabe’s recent speech at the official opening 
of Parliament when he cited the former ZMDC chairperson 
as having accepted bribes from prospective investors. Many 
of us believe the naming and shaming of a few individuals 
is only a tip of the iceberg. The corruption is mainly due to 
the lack of transparency and unbridled greed on the part 
of those entrusted with overseeing the diamond mining in-
dustry. It is to be noted that the former Minister of Mines 
who has previously been fingered in corrupt deals is now 
an owner of a bank that had fallen on hard times. Many of 
the people in and around the diamond mining industry are 
known for their conspicuous consumption in the middle 
of a sea of poverty around the country. Corruption has also 
impacted on investment as the costs invariably are higher 
because of rent-seekers using corrupt means to secure ben-
efits for themselves.

4. Militarisation
There is an unusual involvement of the military and the 

police in the diamond mining industry, when mining is a ci-
vilian exercise. The army, police and other security services 
have formed trusts through which they own shareholdings 
in diamond mining companies. No other arms or agencies 
of the state have the same facilities. Indeed, there are no 
known investments by the army, police and other security 
services in businesses beyond the diamond mining indus-
try. This goes to demonstrate the critical place occupied by 
the diamond mining industry in the political dynamics of 
the country.

With heavy interest invested in the industry by the mili-
tary courtesy of Zanu-PF, this has strengthened the bond be-
tween the party and the military, resulting in the latter hav-
ing a greater incentive to ensure the former retains power at 
all costs. Not surprisingly, the military played a critical role 
in the election process, mainly propping up Zanu-PF and 
mobilising support, including their role in electoral institu-
tions and processes.

Military personnel were deployed in provinces to mobilise 
support for Zanu-PF in what were referred to as political re-
education campaigns, long before the election started. Zanu-
PF was actively aided by the security services sector in their 
political campaign, thereby giving them an unfair advantage 
over fellow contestants. While there was less of the violence 
that was seen in previous elections, the mere presence of sol-
diers and security personnel especially in rural areas during 
the election campaigns helped to intimidate voters, remind-
ed them of the scourge of state-sponsored violence of 2008 
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and generally assisted Zanu-PF to benefit from the “harvest 
of fear” in the 2013 election. The participation of the security 
services in support of Zanu-PF was incentivised by the ben-
efits accruing from the diamond mining industry.

5. Failure and/or Refusal to Account to Parliament.
It is expected in a normal democracy that the Executive 

is accountable to Parliament and that when Parliament seeks 
answers, it should be able to summon the executive and 
make the necessary enquiries. The experience of Parliament 
generally and the Portfolio Committee showed that when it 
came to the diamond industry, the Executive was actively 
refusing to account.

According to the Portfolio Committee Report, “During 
the four year period of the enquiry, the Committee observed 
with concern that the Executive and its officers were gener-
ally not willing to be held accountable by Parliament. This 
was evidenced through the Committee’s experiences as it 
conducted this enquiry. This goes against the basic univer-
sal principles of Ministerial Accountability to the Legislature 
as enshrined in national or international law”. This goes to 
demonstrate how the curse of diamonds has actually worked 
to undermine the normal democratic process and therefore 
contaminate the democratic culture in the country.

6. China and the Diamond Industry
There is a heavy involvement of the Chinese in our dia-

mond industry. They are probably the only foreign investor 
with significant control of the diamond industry but their 
investment and activities are also shrouded in secrecy and 
controversy. From the prevalence of unfair labour practices 
in Chinese-run companies to corruption and serious leak-
ages, there have been many complaints regarding Chinese 
role in the diamond mining industry. Zanu-PF has always 
regarded the Chinese as their all-weather friends. It is prob-
ably by no coincidence that in return, China has been one 
of the biggest backers of Zanu-PF—at the international level 
(UN). We note that the Communist Party of China played 
an important to support Zanu-PF in the recent election.

Zanu-PF has used diamonds to strengthen its relationship 
with China, particularly in order to safeguard its own inter-
ests at the international stage, e.g. the UN Security Council. 
China’s approach in Africa is generally to turn a blind eye to 
human rights abuses or acts that undermine democracy as 
long as its own interests are being served. While some might 
acknowledge their refusal to get involved in the internal af-
fairs of countries in which they operate, dictatorial regimes 
tend to take comfort in the cushion they receive.

In Zimbabwe, for example, Zanu-PF regards China as 
a useful counter-weight to the West, which has generally 
been calling for human rights protection and promotion of 
democratic processes in the country. The diamond mining 
industry has been useful in oiling the relationship between 
Zanu-PF and China with the latter providing political sup-
port needed by Zanu-PF.

7. High dependency on raw exports as opposed to value 
addition

Along with many other countries in Africa, diamonds 
and other minerals are generally produced and exported in 
their raw and cheaper forms. This does not aid Africa’s de-
velopment as it ends up importing value added products at 
much higher prices. There are reports of tonnes of soil and 
rubble being shipped to China and other countries repre-
senting serious leakages in the system that could help in the 
country’s development efforts if they were plugged.

The overall impact of the diamond industry so far has 
been to derail the democratisation process through the overt 
involvement of the military, corruption and the emergence 
of a parallel economy that has fuelled illegal and underhand 
dealings impacting on the electoral processes.

Through this parallel economy, Zanu-PF has large 
amounts of cash giving it the ability to manipulate the elec-
toral process and subvert the will of the people through 
payment of shady consultancies to perform election-related 
work, the refusal to support the Treasury in its developmen-
tal work simply because it was MDC-controlled and the de-
liberate porosity and leakages in this sector.

All these factors have created a compromised State in 
which the ruling party was closely wedded to the military 
and other agencies benefitting from the diamond industry. 
I have reliable information that all these factors have con-
verged to ensure a ZPF victory at all costs. Everything was 
done to make sure ZPF remained in power in order to pro-
tect the new found spaces to accumulate wealth. The lack 
of vision and proper plans in this industry have meant that 
apart from derailing the democratic processes, diamond 
mining is still is not geared towards development in the 
country.

What needs to be done?

Diamond mining has to benefit the communities in which 
mining is taking place and the people of Zimbabwe as a 
whole. Article 13 of our new Constitution provides that 
the State must ensure that local communities benefit from 
the resources in their areas. From a gender perspective, the 
new Constitution also provides that the State must ensure 
that women have access to resources on the basis of equal-
ity with men. I am certain that an analysis of the diamond 
mining industry and trade in Zimbabwe will demonstrate 
that it is skewed heavily against women. The militarisation, 
violence and power dynamics associated with the diamond 
industry are generally against any measures that are likely to 
promote women’s participation and their interests.

Overall, all activities in the diamond mining industry 
must be consistent with the spirit of constitutionalism. This 
implies safeguarding and promoting the fundamental rights 
and freedoms of the people as well as generally upholding 
the Rule of Law. Above all, there must be respect for prop-
erty rights.
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To this extent, one tends to agree with the recommenda-
tions of the parliamentary portfolio committee which inves-
tigated the diamond mining industry of Zimbabwe.

1. Value addition
There is need for beneficiation and value addition for our 

diamonds in order to create more revenue, build industry 
and create jobs in Zimbabwe. This would assist in reducing 
the high unemployment levels currently pegged at almost 
90 per cent. It will also enhance the country’s revenues by 
promoting the export of higher-value goods than the current 
practice where emphasis is on cheap raw materials.

2. Benefiting local communities
Our new Constitution enjoins us to ensure that local 

communities benefit from resources in their local areas. Ide-
ally, from a development and upliftment perspective, inves-
tors should be encouraged to employ locally, i.e. from the 
local areas, thereby benefiting local communities but also 
other measures such as requiring minimum procurement of 
goods and services from local sources would also assist in 
the industries that are linked to the diamond mining indus-
try. The province of Manicaland for example, should by now 
be the diamond hub of the country, hosting industries that 
form the supply chain to and from the diamond mining in 
Marange. Instead, we have diamond cutting companies es-
tablishing far away in Harare.

3. Environmental protection
Our mining has to be friendly to the environment. Envi-

ronmental protection is now an important ecological aspect 
of mining as part of a strategy for sustainable development.

4. Geological surveys
One glaring fact is that there is lack of knowledge of the 

mineral deposits across the country and that is a result of 
lack of research and geological surveys. The government it-
self has acknowledged that the last geological survey was 
conducted way back in the colonial era and that the dis-
covery of diamonds was accidental rather than a result of 
proper exploration. The dearth of research and seriousness 
on the part of government is demonstrated by the fact that 
the Geology Department at the University of Zimbabwe, the 
country premier centre of learning, was at some point closed 
for lack of funds and staff. Man of our geologists are working 
in other countries like Sierra Leone, South Africa, etc. There 
is need therefore for a comprehensive geological survey to 
ascertain the extent, distribution and estimate value of the 
country’s mineral deposits. Current talk of the Sovereign 
Wealth Fund and other instruments is not backed by proper 
knowledge of what the country actually has.

5. Transparency and Accountability
There is absolute need for accountability so that our dia-

mond deposits benefit the ordinary people. In this respect, 

I agree with the parliamentary portfolio committee on the 
need for parliamentary oversight to protect the interests of 
the ordinary Zimbabwe who should derive abundant direct 
benefits from this natural resource.

6. Development and Democratisation
The country’s mineral wealth should not be a curse but 

a blessing for its people. There is a critical link between the 
mining industry and development in that revenues gained 
from the industry should fuel development projects and 
support social services provision in local communities and 
across the country. The people must see development and 
growth in their areas not the wealth manifesting in private 
accumulation by the elite. Further, transparency and ac-
countability should plug the holes through which a par-
allel economy has manifested over the years, funding and 
supporting anti-democratic practices. We believe diamond 
money played a critical role in the last election particularly 
with the militarisation of the industry and the underhand 
dealings that supported actors who manipulated the voters’ 
roll and electoral processes.

7. Demilitarisation
The militarisation of the diamond mining industry has 

created an unhealthy state of affairs politically. It has ce-
mented the relationship between the ruling Zanu-PF and the 
military who now have vested interests in the industry and 
therefore the continued rule of Zanu-PF. It is clear that the 
investments by the military in the diamond industry have 
created a strong interest in ensuring the continuation of the 
status quo. It is also for that reason that the military and 
security services generally have veered towards Zanu-PF po-
litically and they played a critical role in ensuring a Zanu-PF 
“victory” in the July 31 elections. I would encourage you, 
as intellectuals and researchers to pursue further research 
into the role of the military in Zimbabwean politics and the 
extent to which the diamond discoveries in the country have 
influenced this role.

Conclusion

The new Constitution now acknowledges the equitable shar-
ing of natural resources, which is a good starting point for a 
new dispensation, especially in the diamond industry where 
a few people have benefitted at the expense of millions of 
people in the country.

Chapter 14 of the Constitution speaks to the objectives 
of devolution and that the powers of the provincial, met-
ropolitan and local authorities, key of which is to ensure 
the equitable sharing of natural resources. This Constitution 
now empowers and gives more rights to local communities, 
particularly in areas such as those where our large diamond 
deposits are found, to demand their share of the cake.

We need to measure our natural capital so as to better 
protect our social and ecological heritage which may entail 
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temporarily leaving our resources in the soil and increasing 
regulation to ensure that broader objectives are respected.

The MDC’s policy position is that we must have a Dia-
mond Act whose objective is to give ownership of diamond 
concessions to the State, the creation of a diamond agency, a 
diamond regulator and to define down-stream beneficiation 
and compensation for communities, among other things. It 
would be remiss of me to leave this podium without talking 
about the urgent need to de-toxicate mining from politics.

This will enable Zimbabwe to avert the very real danger 
of using national mineral deposits to prejudice or promote 
the interests of political parties as we saw in the last election 
where Zanu-PF abused the country’s diamonds to steal an 
election in broad daylight.

I have impeccable information of how 30 000 carats were 
clandestinely spirited out of the country in April and May 
this year by named senior Zanu-PF officials and military 
generals and sold through an intermediary in Angola for the 
sole purpose of funding electoral theft.

God gave Zimbabwe these natural resources as a blessing 
and not a curse.

As the MDC, we pray that they benefit the majority of 
the people of Zimbabwe. We will use all the platforms we 
currently occupy, especially Parliament, to articulate and 
protect the interests of the ordinary citizen of our country 
on such matters where the innocent citizen is being short-
changed.

I thank you.

Look at the Issue of Corruption in the Correct Perspective
ECONOMIC GROWTH ALSO IMPLIES GREATER OPPORTUNITY FOR CORRUPTION

Address by MANMOHAN SINGH, Prime Minister, India
Delivered at International Conference on Evolving Common Strategies to Combat Corruption and Crime,  

New Delhi, India, Nov. 11, 2013

Let me begin by extending my very warm greetings to 
all ranks of the Central Bureau of Investigation in its 

Golden Jubilee year, and also to all those who have been 
associated with the organization in the past. I also extend a 
very warm welcome to our guests from 21 countries who are 
participating in this international conference.

In the last 9 years I have now participated in this confer-
ence 6 times. Also, this is the 3rd consecutive year that I am 
addressing the event. I must therefore confess that it was a 
little difficult to decide on what to say to this distinguished 
gathering today. What could I say to you which I have not 
said before or which you do not already know as experts in 
investigating corruption cases? After a great deal of thought 
I decided that I would flag certain larger issues about the 
debate on corruption and related matters that our country 
has been witnessing. 

But before I proceed further, a few words of congratu-
lations to the very fine officers who have received medals 
today and also some remarks about the work of the Cen-
tral Bureau of Investigation (CBI) and the structure of this 
conference. The six officers whose work has been honored 
today are examples of what we can achieve with hard work 
and determination. I wish them even greater success for the 
future.

Ladies and Gentlemen,
The CBI has now completed 50 years of its existence. 

Though conceived as an anti-corruption agency, it has con-
sistently been asked to investigate complex crimes also, 
particularly those which have national or inter-state rami-
fications. It has contributed significantly to our efforts to 

contain and punish cases of corruption and other serious 
crimes. I compliment the agency for its achievements.

Some questions have come up recently about the legality 
of the CBI. Our Government will look into this seriously 
and promptly. This is a matter that will undoubtedly have 
to be considered also by the highest court in the land. The 
Government will do all that is necessary to establish the 
need for the CBI and its legitimacy, and protect its past and 
future work.

I understand that the structure of this conference would 
be a departure from the past. The session-wise themes would 
cover the entire mandate of CBI and not only anti-corrup-
tion efforts, as was the practice in the earlier conferences. I 
am also happy that other law enforcement agencies of the 
country as also international and national experts from a 
range of area, representatives of Public Sector Units, Indus-
try and Non Governmental Organizations have been invited 
to participate in the discussions. This reflects the need that 
the fight against corruption should be a collective effort of 
diverse stakeholders, and should not only be confined to 
investigation and prosecution of corruption related offences 
once they happen.

Ladies and Gentlemen,
The economic reforms of the 1990s followed by periods 

of fast economic growth have brought about rapid chang-
es in our country. This process of change will continue in 
the future also, as our economy continues to expand. The 
march of globalization driven by quick advances in technol-
ogy is breaking down geographical boundaries. There is a 
growing exchange of people, ideas, goods, services, capital 
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and data across the country and across national boundar-
ies. These powerful forces of change that are instrumental in 
creating greater prosperity are also throwing up new areas 
of crime and corruption as also adding to the complexity of 
the existing crimes. As I have said earlier also, the answer 
lies in even more reforms and better regulation. I hope this 
international conference with the theme Evolving Common 
Strategies to Combat Crime and Corruption will help the 
participants enhance their understanding of transnational 
crimes and corruption.

To keep pace with the aspirations of the people for clean 
and transparent governance and also deal with the increas-
ing complexity of economic offences, our government has 
taken several legal and administrative measures in the last 9 
years. I would not take time today in listing all of them but 
would only mention a few like the Right to Information Act, 
initiatives to enact the Lokpal and the Lokayuktas Act and to 
amend the Prevention of Corruption Act and the Delhi Spe-
cial Police Establishment Act, the Public Services Delivery 
Bill, and administrative steps to reduce discretionary powers 
of public servants and ensure expeditious disposal of disci-
plinary proceedings. The point I wish to make here is that 
we now have a framework in place to curb corruption and 
increase transparency and accountability in administration. 
I hope that in the time to come we will be able to make ef-
fective use of this framework.

Ladies and Gentlemen,
In the public debate on corruption in our country it is 

sometimes forgotten that economic growth also implies 
greater opportunity for corruption. It is important that we 
look at the issue of corruption in the correct perspective. 
While we must maintain utmost vigilance in preventing 
corruption and do our utmost in ensuring transparency, 
accountability and probity in public life, it is also impor-
tant to ensure that the work of nation building goes on at a 
quick pace. I think our public debate needs to concentrate 
a little more on what it would take to make our progress 
even faster. I think it needs to concentrate more on how 
to improve infrastructure, how to improve the delivery of 
services and how to build institutions. It also needs to con-
centrate more on the achievements that we can legitimately 
be proud of. We can’t be all the time just running down 
institutions of governance because there have been cases of 
wrong doing. 

As you all know, under our Constitution, maintenance 
of public order, which would include prevention, detection 
and prosecution of offences is the domain of the Executive. 
The police and the investigation agencies therefore, are a 
part of the Executive and must function under its adminis-
trative supervision.

This brings me to an issue which has made much news 
in the recent months- that of autonomy of the CBI, and gen-
erally of the police. I think it is very important to remem-
ber that under the law, the police enjoy complete autonomy 

in the matter of investigation of offences and no one, other 
than a superior police officer, can interfere with such inves-
tigation. 

I would also like this gathering to reflect on the issue 
of autonomy of a police organization. Autonomy in inves-
tigation is already guaranteed. If anything more needs to 
be done to further insulate the investigative process from 
external interference, we must not hesitate to do it. But it 
would be worthwhile to introspect if the debate on auton-
omy should lose sight of the fact that the CBI and other 
investigating agencies are part of the Executive. We should 
be able to clearly distinguish between operational autonomy 
and the rules of oversight, supervision and control in orga-
nizational and institutional matters that are normal for pub-
lic bodies of the Executive funded by public money. 

That the debate on autonomy has acquired political over-
tones is unfortunate. What is almost as distressing is that 
sensitive investigations are increasingly becoming subjects 
of running media commentary, often on the basis of mate-
rial that is not otherwise in the public domain. No one can 
appreciate better than this gathering of experts that confi-
dentiality is in the interests of the integrity of an ongoing 
investigation. This was precisely the thought process behind 
exempting the CBI from the RTI Act. I hope that, as respon-
sible professionals, you will be able to reflect on this issue in 
the correct perspective.

Ladies and Gentlemen,
Over time, investigating agencies in our country have 

been increasingly enquiring into administrative decisions 
and also matters related to policy making. Such cases re-
quire great care in investigation. While actions that prima 
facie show malafide intent or pecuniary gain should cer-
tainly be questioned, pronouncing decisions taken with no 
ill-intention within the prevailing policy as criminal miscon-
duct would certainly be flawed and excessive. Policy-mak-
ing is a multi-layered and complex process in the govern-
ment, and will increasingly become so, and therefore I don’t 
think it would be to appropriate for a police agency to sit in 
judgment over policy formulation, without any evidence of 
malafide. 

In order that public servants may not be paralyzed in 
taking effective decisions based on their own sound judg-
ment and on the apprehension of an ill-informed inquiry 
or investigation, it is necessary that lines of confidence be 
clearly drawn between investigating and police agencies 
on the one hand and honest executive functionaries on the 
other. Indeed, “the protection of the honest” is a facet of 
Article 14 of the Constitution of India and is an obligation 
chargeable on the State. It is with this in view that the Pre-
vention of Corruption Act (Amendment) Bill, 2013 has been 
introduced in the Parliament, to amend a provision which 
presently criminalizes, even in the absence of any mens rea, 
any action of a public servant that secures for any person a 
pecuniary advantage.
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It is also important that errors of judgment are distin-
guished from criminal acts. As I have said on earlier occa-
sions, decision making in a world of uncertainty is a risky 
operation and some decisions which appear sensible ex ante 
may ex post turn out to be faulty. Our administrative set up 
has to be so managed that the fear of the unknown must not 
lead to paralysis in decision making.

A trained mind is necessary for discovering criminal-
ity. When a charge sheet is filed, the charge sheet must go 
through rigorous process of scrutiny and there must be a 
high chance of securing conviction in that case. This high-
lights the need for greater professional expertise in the CBI, 
including from non-police organizations. I have touched 
upon this subject earlier also but this is something that is 
well worth repeating.

Ladies and Gentlemen,
Even as the CBI strengthens its capacity and effective-

ness, it must also work not only to strengthen the State Anti-
Corruption Bureaux but also the State CIDs and Economic 
Offences Wings. I am therefore happy that the CBI is con-
sidering setting up a Centre of Excellence that will build 
knowledge partnerships with leading national and interna-
tional institutions in the fields of investigation, prosecution, 
technology, forensics and management. This is an excellent 
initiative. 

Let me end by wishing by wishing this conference all suc-
cess. I also wish the CBI greater success in its endeavors in 
the time to come.

Thank you. 
Jai Hind. 

Building a Criminal Justice System to Deal with  
Financial Crimes

HOW AN INVESTIGATING AGENCY NEEDS TO BE CONSTRUCTED IN THE EMERGING NEW INDIA
Address by P. CHIDAMBARAM, Union Finance Minister, India

Delivered at International Conference on Evolving Common Strategies to Combat Corruption and Crime,  
New Delhi, India, Nov. 11, 2013

I am happy to address this international conference organ-
ised by the CBI on “Evolving common strategies to combat 

corruption and crime”, and I thank you for the invitation.
The Central Bureau of Investigation is the premier inves-

tigating agency of India. It owes its existence to the Delhi 
Special Police Establishment Act, 1946. To begin with, it 
had a limited mandate, namely, to investigate cases of cor-
ruption. Over the years, its mandate has expanded. Today, it 
has three wings: anti-corruption wing, special crimes wing, 
and economic offences wing. The offences that may be in-
vestigated by the CBI are notified by the Central Govern-
ment under section 3 of the Act. 

Apart from cases of corruption involving public servants 
and serious conventional crimes, CBI has the power to in-
vestigate a number of offences that pertain to what can be 
broadly described as the financial sector. I may make par-
ticular reference to some offences that fall within the juris-
diction of CBI. They are:

Cases in which the interests of the Central Government 
or of any public sector project or undertaking, or any statu-
tory corporation or body set up and financed by the Gov-
ernment of India are involved

Breaches of import and export control orders
Serious cases of fraud, cheating and embezzlement relat-

ing to public joint stock companies
It is evident that the scope of the jurisdiction of CBI is 

quite large. It extends to the core of the financial system 

which comprises tax authorities, banks, insurance compa-
nies, provident fund and pension fund authorities, regula-
tors such as SEBI, IRDA and PFRDA, and other important 
players in the financial sector. Besides, there are no financial 
crimes which do not also attract the provisions of laws deal-
ing with conventional crimes such as the Indian Penal Code. 
Virtually every serious financial crime will also attract one or 
more IPC provisions such as section 192 (fabricating false 
evidence), section 405 (criminal breach of trust), section 
415 (cheating), section 463 (forgery) etc.

New Challenges in a Market Economy

Since 1991, we have transited from a closed and controlled 
economy to an open and market economy. The transition 
has brought in its wake both new opportunities and new 
challenges. Our laws have lagged behind. Hence, as you 
are perhaps aware, in March 2011, Government consti-
tuted the Financial Sector Legislative Reforms Commission 
“with the view to rewriting and cleaning up the financial 
sector laws to bring them in tune with the current require-
ments.” The Commission submitted its report in March, 
2013. One of the recommendations of the Commission is 
on “market abuse”™. “Market abuse”™ has been defined 
as meaning insider trading, abuse of information and se-
curities market abuse. The Commission has recommended 
that market abuse and attempting or abetting market abuse 
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must be made offences and must be punished with penal-
ties extending to three times the illegitimate gains made or 
losses caused as well as with imprisonment. It will therefore 
be evident that as new challenges emerge, new laws will be 
made, new offences will be defined, and new responsibilities 
will fall on investigating agencies. 

A Time to Dispel Some Myths

Before I continue with the topic of my speech, forgive me 
for a brief digression. There are several myths about the 
CBI ranging from the celebrated epithet ‘‘caged bird’’ to the 
abusive nomenclature ‘‘Congress Bureau of Investigation’’. 
None of the descriptions is correct or even well-meaning. 
Some myths are carefully fostered and propagated in order 
to serve an immediate or narrow self-interest. In a lighter 
vein, I may say that sometimes the CBI itself pretends to 
be a ‘‘helpless victim’’ when it pleads for more powers and 
greater autonomy! Hardly anyone seems to notice the con-
tradiction when the same person pleads in favour of ‘more 
powers to CBI’ and also rails against the alleged ‘excesses of 
the CBI’. And hardly anyone pauses to ask how could the 
CBI do the bidding of a political party that has not been in 
government during 12 years out of the last 35 years!

In my view, the CBI is as good an investigating organisa-
tion as any other in the world. We are proud of the achieve-
ments of the CBI. It has performed a difficult role especially 
when the primary responsibility for enforcement of laws lies 
with the State Governments. Let me also remind you that, 
save in certain cases, an offence falling under the jurisdic-
tion of the State Police cannot be investigated by the CBI 
without the express consent of the State Government con-
cerned. The best testimony to CBI’s credibility is the numer-
ous demands that are made for cases to be ‘taken over’ by 
the CBI rather than be investigated by the State Police. Every 
such demand is a tribute to the CBI.

As we look forward to the next 50 years, the need for an 
independent, impartial and capable central investigation 
agency is more imperative than ever. Whether we think 
about corruption or financial crime or terrorism, the chal-
lenges faced by India will be greater than ever. Therefore, 
it is time to outline the contours of the challenges that an 
investigating agency will face and what the investigating 
agency will be required to do in the next 50 years. It is 
time also to start rethinking the legal foundations of the 
agency so as to achieve clarity on objectives, powers and 
accountability.

Financial Crimes

My focus today will be on financial crimes. 
Yesterday, the Prime Minister made a thoughtful speech 

and drew the line between policy-making and policing. 
I urge all of you to reflect on that speech carefully. In my 
speech today I wish to go into some detail on the legal and 

technical issues that are involved in the apparent conflict 
between policy-making and policing.

Safety is a public good. Public good is defined around 
two tests: non-rival and non-excludable. Safety is non-rival: 
my safety while walking on a street does not reduce your 
consumption of safety. Safety is non-excludable: when one 
more child is born into the world, it is not possible to ex-
clude that child from the umbrella of safety. Safety satisfies 
both tests and it is a public good. A fortiori, safety of the 
financial system is a public good. Safety is the pre-requisite 
for an open or market economy, which is the highway to 
prosperity. If we fail on safety, we will fail to get growth. Pro-
viding safety is the job of the Government. A sound criminal 
justice system must ensure safety of the financial system. It 
must protect the financial system against theft, fraud, forg-
ery, mis-selling, money laundering, hacking, cyber attacks 
etc. Registration and investigation of offences is the starting 
point of a sound criminal justice system. Hence the need for 
a first rate investigating agency.

An investigating agency must build capacity. I have no 
doubt that a trained police officer is capable of handling 
financial crimes. There is a strong degree of commonality 
among all kinds of crimes, and enforcement processes are 
similar. I was told that an IPS officer was brought into SEBI 
some years ago as an Executive Director and he pioneered 
many new methods of investigation which yielded perma-
nent improvements in the manner in which SEBI works. 
The point that I wish to make is the need for bringing a va-
riety of skilled persons into the investigating agency. In the 
case of CBI, it must recruit bankers, accountants, lawyers, 
insurers, fund managers and securities experts, train them 
in the substantive and procedural laws, and turn them into 
first rate investigators. Conversely, since police officers are 
highly educated and many hold post graduate or doctoral 
degrees in a variety of subjects, they could be trained in fi-
nancial laws and equipped to deal with financial crimes. It 
is the integration of skills possessed by police officers and 
skills possessed by subject matter experts that will make the 
CBI a first rate investigating agency.

The second limb of capacity is technology. Financial 
crimes are committed using the most advanced technology, 
including sophisticated software. The investigating agency 
must have technological capability matching the offender’s 
capability. It must have software that is able to search mil-
lions of pieces of information and locate and unravel the 
source of the crime, the key persons, and the complex web 
of activities that constitute the crime.

Financial crimes are no longer confined to the boundar-
ies of a State. Many financial crimes span several countries. 
Even if the key criminals belong to one country, they use 
banks, post offices, telecom service providers, servers, satel-
lite links, airlines and money exchanges to rob and cheat 
people and to launder and stash illegal money. These crimi-
nal networks cannot be exposed by an agency acting alone. 
There must be a robust mechanism for exchange of tax and 
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financial information among the countries of the world. 
Fortunately, more countries are entering into agreements for 
tax information exchange and mutual assistance in crimi-
nal matters. CBI, as the nodal agency in India for Interpol, 
is best placed to join a network of investigating agencies 
around the world for exchange of information and for mu-
tual assistance in criminal matters. The instruments that are 
now available to CBI, including the agreements referred to, 
must be strengthened.

I may also point out that there are usually three groups of 
persons involved in financial crimes. Firstly, there are the core 
conspirators. Then there are accomplices in the financial sys-
tem and, finally, there are their accomplices in Government 
departments or regulatory bodies. Any thorough investiga-
tion must uncover all the groups of persons and all the links 
that made the conspiracy possible. All the groups must suffer 
punishment. Usually, the face of the crime is the face of the 
principal offender and with his/her arrest and arraignment 
the excitement usually dies. Unfortunately, this will let the 
other conspirators get away—only to commit more financial 
crimes after lying low for some time. It is therefore important 
that the investigating agency identifies all the individuals who 
collaborated in the crime and brings to justice every one of 
them. That alone will establish deterrence.

Summing up, an investigating agency must have a variety 
of skilled persons, advanced technology, good collaboration 
with other investigating agencies and standard operating 
procedures that will uncover all the participants involved in 
a financial crime.

Interpreting and Applying Laws

Let me now turn to the vexed question of interpreting and 
applying criminal laws to financial transactions. As a rule 
of criminal jurisprudence, a crime requires mens rea, that 
is a criminal state of mind. I am aware that there are excep-
tions and some offences are charged on the principle of 
‘strict liability’. In my view, the principle of strict liability 
may not apply without qualification to financial crimes, 
except in the small number of cases where there is a clear 
and unambiguous rule of conduct and the law unambigu-
ously stipulates that any violation of that rule would be 
considered an offence. Ordinarily, a financial crime would 
arise from either unlawful gain or unlawful loss and, in 
such cases, the law could either stipulate proof of the state 
of mind or presume a state of mind to cause the unlawful 
gain or the unlawful loss. So, in financial crimes, mens 
rea or the state of mind must be invariably proved or pre-
sumed from certain facts. This, in my view, is the correct 
approach to financial crimes.

There are cases where the CBI—and sometimes the 
courts-have interpreted provisions of law to exclude mens 
rea. A frequently cited example is section 13(1)(d)(iii) of the 
Prevention of Corruption Act 1988. That provision reads as 
follows:

“If he, while holding office as a public servant, obtains 
for any person any valuable thing or pecuniary advantage 
without any public interest.”

A close reading of the above provision does not, in my 
view, rule out mens rea. The words ‘‘without public inter-
est’’ imply that the offender must have committed the act 
although he knew that there was no public interest. In a 
case arising under this section, if the accused is able to show 
that there was indeed some public interest, in my view, the 
offence would not be made out and the accused would be 
entitled to an acquittal. I would once again commend the 
prudent approach to financial crimes that I outlined above, 
and that is the requirement of mens rea or state of mind, un-
less it is unambiguously excluded by the express language 
of the law.

Let me illustrate with reference to certain kinds of finan-
cial transactions. Banking is a business, so banks lend. In 
some cases they lend at the prime lending rate, in some cas-
es below that rate, and in some cases at the base rate. Inter-
est rates can be reset. Similarly, insurance companies invest 
funds by picking and choosing winners. They buy and sell 
financial assets. These decisions are taken based on facts and 
circumstances that are available at the time the decisions are 
taken. When market conditions change, a loan may turn 
into a non-performing asset. An investment may collapse 
in value and result in a loss. How should one characterise 
the original decision? It may have been a poor decision, it 
may be a decision that turned out to be a wrong decision, 
but does that make the decision an offence or the decision 
maker a criminal? I think an investigating agency should 
tread carefully before it reaches the conclusion that a busi-
ness or commercial decision, taken on the basis of available 
facts, amounts to a crime. This is where the state of mind 
comes in. In my view, it would be wholly opposed to com-
mon sense and fair play if the investigating agency ignored 
the state of mind and, absent any motive or criminal intent, 
jumped to the conclusion that a business or commercial de-
cision amounted to a crime. 

Policy Making vs Policing

Finally, I would caution investigating agencies to respect the 
line that divides policy-making and policing. An offence is 
committed when a prescribed rule of conduct is violated. 
If there is no prescribed rule, or if there is no violation of a 
prescribed rule, there is no offence. It is not the business of 
the investigating agency to lay down a rule of conduct; nor 
is it the business of the investigating agency to presume a 
rule of conduct. Even where a rule has been prescribed, if 
there is a policy behind that rule, it is not the business of the 
investigating agency to question the wisdom of that policy 
or to suggest a different policy that would be better in the 
view of the investigating agency. The investigating agency 
must confine itself to the question whether there has been a 
violation of a laid-down rule of conduct.
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One good test whether a rule of conduct has been wil-
fully violated is to ask whether there is a speaking order in 
support of the decision that is the subject matter of inves-
tigation. Ordinarily, a speaking order should be a complete 
answer to a criminal investigation. A speaking order may 
be right or wrong on the merits of the case, but as long as 
there are reasons given in support of a decision, such rea-
sons should ordinarily rule out any criminal state of mind. 
Unfortunately, there are a number of cases where investi-
gating agencies, and other authorities like the C&AG, have 
overstepped their limits and attempted to convert bona fide 
executive decisions into either crimes or abuse of authority. 

The Three Pillars

In conclusion, let me state the fundamentals of how an  

investigating agency needs to be constructed in the emerg-
ing new India. There are three pillars:

• Clearly defined objectives
• Precisely enumerated powers
• Carefully designed accountability mechanisms
It is this approach which informs the FSLRC report to 

which I referred earlier. I would commend the same ap-
proach while redesigning our investigating agencies, of 
which the CBI is the premier agency.

I am happy to see the enthusiastic response to this con-
ference and the wide coverage it has received in the media. 
I wish your deliberations success and I wish the CBI many 
more years of good and dedicated public service.

Thank you for your patience and courtesy.”

What to Remember on Remembrance Day
COMMEMORATING THESE EVENTS SHOULD MAKE US EVEN MORE WARY OF GRAND AMBITIONS  

AND GRAND ALLIANCES
Address by PAUL KEATING, Former Prime Minister, Australia

Delivered at the Australian War Memorial, Canberra, Australia, Nov. 11, 2013

Nine months from now, 100 years ago, the horror of all 
ages came together to open the curtain on mankind’s 

greatest century of violence—the 20th century. 
What distinguished the First World War from all wars 

before it was the massive power of the antagonists. 
Modern weaponry, mass conscription and indefatigable 

valour produced a cauldron of destruction the likes of which 
the world had never seen. 

The statesmen who had set these forces in motion had 
never assumed that their conflict might be limited only by 
the scale of their young populations. They failed to under-
stand how developing industrial organisation, railways, sci-
ence and rising productive capacity rendered almost inex-
haustible the ability of each to deliver the death blow and 
keep on delivering it. 

The generals, especially the Allied ones, knew through 
military training that not since the Napoleonic Wars had 
frontal attacks been effective—certainly not against the foil 
of barbed wire fortified by the modern machine gun. Yet, a 
line of trenches was dug, from the English Channel to the 
Swiss Alps—a front which denied commanders the oppor-
tunity of that classic military manoeuvre—the turning flank 
and encirclement. This denied, the line was fortified by ma-
jor cannon and howitzers, while the generals fell back on 
the only policy left to them—the policy of exhaustion. 

And into this deadly crevice they fed their heroic, young 
obedient populations. 

The First World War was a war devoid of any virtue. It 

arose from the quagmire of European tribalism. A complex 
interplay of nation state destinies overlaid by notions of cul-
tural superiority peppered with racism. 

The First World War not only destroyed European ci-
vilisation and the empires at its heart; its aftermath led to a 
second conflagration, the Second World War, which divided 
the continent until the end of the century. 

But at the end of the century, from the shadows, a new 
light emerged. Europe turned its back on the nation state to 
favour a greater European construct. Individual loyalties are 
now directed from nationalist obsessions toward an amor-
phous whole and to institutions unlikely to garner a popular 
base. It is difficult to imagine these days, young Europeans 
going into combat for the European Commission, or at a 
stretch, the European Parliament. 

This advent means that European leaders are no longer 
in a position to ask or demand the sacrifices which once 
attended their errant foreign policies. A century beyond Ar-
mageddon, young men and women are now freed from that 
kind of tyranny. 

The virulent European disease of cultural nationalism 
and ethnic atavism not only destroyed Europe, it destroyed 
the equilibrium of the world. 

While a century ago Australia was an outreach of Euro-
pean civilisation, here we had set about constructing an image 
of ourselves, free of the racial hatreds and contempts which 
characterised European society. Though White Australia in-
stitutionalised a policy of bias to Caucasians, within Australia 
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we were moving through the processes of our federation to 
new ideas of ourselves. Notions of equality and fairness—
suffrage for women, a universal living wage, support in old 
age, a sense of inclusive patriotism. 

And our sense of nation brought new resonances; Aus-
tralian stories, poetry and ideas of our Australian-ness. We 
even developed a celebratory decorative style in our archi-
tecture and named that Federation. We had crystallised a 
good idea of ourselves and had begun to break free of the 
dismal legacy of Europe’s ethnic stigmatisation and social 
stratification. 

By 1915 we had no need to reaffirm our European heri-
tage at the price of being dragged to a European holocaust. 
We had escaped that mire, both sociologically and geo-
graphically. But out of loyalty to imperial Britain, we re-
turned to Europe’s killing fields to decide the status of Ger-
many, a question which should earlier have been settled by 
foresight and statecraft. 

Those bloody battles in Flanders, on the Western Front 
and at Gallipoli nevertheless distinguished us, demonstrat-
ing what we were made of. Our embrace of a new sense of 
human values and relationships through these events gave 
substance to what is now the Anzac tradition. For what-
ever claims Britain and its empire had on those who served 
and died on the Western Front and at Gallipoli, the primary 
claim remained Australia’s. 

Those Australians fought and died not in defence of some 
old world notion of competing empires and territorial con-
quests but for the new world—the one they belonged to and 
hoped to return to. 

This is why Australia was never in need of any redemp-
tion at Gallipoli, any more than it was in need of one at Ko-
koda 30 years later. There was nothing missing in our young 
nation or our idea of it that required the martial baptism of 
a European cataclysm to legitimise us. 

What the Anzac legend did do, by the bravery and sac-
rifice of our troops, was reinforce our own cultural notions 
of independence, mateship and ingenuity. Of resilience and 
courage in adversity. 

We liked the lesson about supposedly ordinary people; 
we liked finding that they were not ordinary at all. Despite 
the fact that the military campaigns were shockingly flawed 
and incompetently executed, those “ordinary people” distin-
guished themselves by their latent nobility. 

The unknown Australian soldier interred in this memo-
rial reminds us of these lessons as much as he reminds us of 
the more than 100,000 Australians lost to us by war. 

I regard as a singular honour the decision by the Council 
of the War Memorial to permanently display an engraving 
of the oration I gave as prime minister at the funeral service 
of the unknown Australian soldier on November 11, 1993. 
And to have some words from that oration inscribed on that 
hallowed tomb. 

My time as prime minister spanned the period of the 
Pacific War, 1941 to 1945, 50 years on. It caused me to 

visit the sites of our military action from Papua New Guin-
ea through to Thailand. It made me think much and write 
about the various episodes of conflict, of the bravery and 
suffering of Australian service men and women during the 
Second World War. 

This context sharpened the memory and essence of the 
Anzac legend, within which it was decided to inter an un-
named, unknown Australian soldier in the Memorial’s Hall 
of Memory. 

Indeed, the War Memorial’s then director, Brendan Kel-
son and his deputy, Michael McKernan, were instrumental 
in the process that led to the interment of the soldier. 

The words the Memorial enshrines today were written for 
that occasion. 

When Don Watson and I first discussed the writing of it, 
we both felt the poignancy of the occasion. My uncle, Wil-
liam Keating, had died in 1945 on the death march from 
Sandakan to Ranau, while Don Watson’s grandfather was 
twice wounded in Flanders after being infected with Span-
ish flu. He returned to Australia, never recovering from it. 

The history of those two theatres of war had haunted 
each of our lives in differing yet similar ways. 

I thought it important that the speech express with 
clarity, simple notions of understanding and appreciation 
that went in personal terms, such that we might have been 
speaking of a relative who had died in some contemporary 
calamity. Hence the notion that “he” was all of them yet 
one of us. 

By his interment, I thought it important to say that this 
unknown Australian soldier would serve his country yet 
again. That his presence would give us a deeper understand-
ing of what it means to be Australian as well as serving to 
remind us of the sacrifice of the more than 100,000 men 
and women who never came home. 

As prime minister, I was particularly pleased to bring 
these episodes of our history, especially the First and Sec-
ond World Wars, into sharper relief. To remind us that the 
deeds of our men and women at war give us an opportunity 
to renew our belief in the country, while renewing our ap-
preciation of their faith, loyalty and sacrifice. 

The soul of a nation is the richer for it having been 
warmed by its stories and traditions. Yet its stories and tra-
ditions should not stifle or constrain its growth as it needs 
to adapt. 

I am greatly heartened that so many young Australians 
find a sense of identity and purpose from the Anzac legend 
and from those Australian men and women who have fought 
in wars over the last hundred years. But the true commemo-
ration of their lives, service and sacrifice is to understand 
that the essence of their motivation was their belief in all 
we had created here and our responsibility in continuing to 
improve it. 

Homage to these people has to be homage to them and 
about them and not to some idealised or jingoistic reduction 
of what their lives really meant. 
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One thing is certain: young Australians, like the young 
Europeans I mentioned earlier, can no longer be dragooned 
en masse into military enterprises of the former imperial 
variety on the whim of so-called statesmen. They are for-
tunately too wise to the world to be cannon fodder of the 
kind their young forebears became: young innocents who 
had little or no choice. 

Commemorating these events should make us even more 
wary of grand ambitions and grand alliances of the kind that 
fractured Europe and darkened the 20th century. 

In the long shadow of these upheavals, we gather to pon-
der their meaning and to commemorate the values that shone 
in their wake: courage under pressure, ingenuity in adversity, 
bonds of mateship and above all, loyalty to Australia. 

The Government’s Vision of a Society Based Entirely on 
Renewal Energy Is Here to Stay

YET WE RESPECT THE FACT THAT AS LONG AS DEMAND FOR OIL AND GAS EXISTS, IT WILL BE MET BY A SUPPLY
Address by MARTIN LIDEGAARD, Minister, Climate, Energy and Building, Denmark

Delivered at Oil Gas Summit, Oil and Gas Denmark, Copenhagen, Denmark, Sept. 10, 2013

Almost every day I am asked by the media or ordinary 
citizens: How can Denmark, one of the most ambitious 

green front runners of the world, at the same time pursue 
to be an active and ambitious explorer and producer of oil 
and gas?

And let me also start my keynote today by addressing that 
crucial question.

In Denmark we don’t see the two ambitions as contra-
dicting each other. We see them as preconditions to each 
other. In Denmark we have broad political backing for using 
the Danish resources of oil and gas to the largest possible 
extent. Denmark is an oil and gas producing country and 
we will use that to benefit the Danish society and the green 
transition we have begun. Oil and gas are—and will remain 
for some time—an important part of our energy system.

That—and with the plan to launch a research centre for in-
creased production and a new strategy for the sector—the Oil 
and Gas sector seems to be heading for a promising future.

I am not sorry to say, that the government’s vision of a so-
ciety based entirely on renewable energy is here to stay. Yet 
we respect the fact that as long as the demand for oil and gas 
exists, it will be met by a supply.

In a global world it doesn’t make sense if Denmark was 
the only country trying to stop the supply of fossil fuels.

• The supply would simply come from elsewhere and the 
profit would go into other pockets

• The production would likely be less optimal and the 
environment would suffer more as a result

• The energy used would be less effective and more 
would be wasted

It is important to know these reasons as they will determine 
your future working conditions. Denmark is in a green transi-
tion as we speak. Europe is moving towards a green econo-
my. The world is increasingly moving away from fossil fuels.

The fossil fuels with the worst environmental impact, the 
largest emissions and the less effective use of energy, will be 

hit the hardest. It is our shared task to make that argument 
ring true. There is no way around the fact that you will be 
measured on a green scale.

That is why it is in the interest of us all, that you work with 
increasing energy efficiency, that you follow the strictest codes 
of environmental standards, that you seize the offshore syn-
ergy of oil and gas—and wind, that you aim for—simply—
NOT to flare, that the safety and environmental performance 
is second to none.

Many of you are most likely curious about the status of the 
concrete near future. Let me give you a quick run down of 
what is to come.

The government has conducted a service check on the 
frameworks for oil and gas extraction. We need to look at har-
monizing the tax code for the same rules to apply for all. With 
a harmonized tax code the service check concluded that the 
framework conditions for extracting resources from the North 
Sea are fair.

Right now the political negotiations are proceeding with 
regard to harmonizing the tax code. I cannot say much more 
about it at this time.

We are also preparing the 7th tender for new licenses for 
exploration and production of oil and gas in the western part 
of the North Sea. Some things might change and obstacles 
might still emerge. Nevertheless, this is the process I hope for.

• In mid-August we announced a strategic environmental 
assessment of the plan.

• When the environmental assessment process is finalised, 
I will send a report to Parliament.

• That will enable us to open the 7th tender for new li-
censes at the end of this year, with a deadline in the first half 
of 2014.

• In turn that will enable us to issue new licenses during 
2014.

When we have closed the political negotiations about 
the tax issue, we will have a good foundation to make a 
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strategy for oil and gas. It is still too early to say any-
thing about the content of the strategy, but I can elaborate  
on my thoughts at the moment. Infrastructure; we need 
to look at the old facilities with increasing maintenance in  
a time of decreasing production. We have to look at en-
ergy efficiency. We need to make sure that we focus on 
technology development to increase the recovery factor of 
oil and gas. We have to look at the talent pool and how 
we affect it.

It is along these lines that I think the strategy might move. 
At least, those are my thoughts.

Denmark is in the middle of a green transition, but in 
the short to medium term, we will still need and support 
oil and gas.

I hope we can count on you. Both when it comes to se-
curing an ambitious level of investments in our field; and 
when it comes to ensuring the right investments. In new 
and promising technologies to improve the production. In 
energy efficiency and good environmental standards. In a 
future where the two most prominent goals for Danish en-
ergy policy can go hand in hand in the decades to come.

Thank you. 

We Need to Speak Truthfully About the Middle East
ALLOW ME TO DISPEL A NUMBER OF MYTHS

Address by RON PROSOR, Israeli Ambassador to the United Nations
Delivered at the United Nations Security Council, New York City, N.Y., Oct. 22, 2013

Mr. President, 
Winston Churchill, one of the architects of this in-

stitution, is remembered for his speeches that rallied a na-
tion in the dark hours of World War II. His words inspired a 
generation when he told the British people, “Let us therefore 
brace ourselves to our duty [so] men will still say, ‘This was 
their finest hour.’”

And indeed it was their finest hour. They stood tall know-
ing that if they didn’t stand up for human life and human 
dignity, their very survival would be at stake. It was a lesson 
for the ages—and today they are remembered as a beacon 
of light during some of the darkest days the world had ever 
known.

With much of the Middle East in turmoil, the world is 
once again being called upon to defend liberty, democracy 
and human rights. History will look back and judge which 
nations stepped forward with conviction, with conscience 
and with courage.

Mr. President,
This morning, I would like to speak about these three 

qualities—beginning with conviction. As the political land-
scape of the Middle East evolves, the international commu-
nity must demonstrate resolve.

Last month, Iran’s new president, Hassan Rouhani, took 
center stage at the General Assembly. He arrived in New 
York armed with a charm offensive—waving to excited fans 
with one hand, while waving off skeptics with the other.

Since his election, Rouhani has tried to reinforce the im-
age that he is a quote-unquote moderate. He was published 
in an American newspaper, appeared on network television, 
and even started using social media. I have news for Presi-
dent Rouhani—embracing Twitter doesn’t make you a re-
former, but embracing human rights certainly would.

The Iranian regime is notorious for violating women’s 

rights; targeting religious and ethnic minorities; and, deny-
ing fundamental freedoms to its citizens. Rouhani is like the 
Emperor with new clothes—cloaking himself as a moderate 
when Iranian radicalism remains clear to the naked eye.

Unlike his predecessor, whose hateful rhetoric about 
wiping Israel off the map made him easy to dismiss, the new 
Iranian president has a strategy codenamed SLY (S-L-Y). 
Smile. Lie. Yield minor concessions.

Rouhani has perfected the art of saying one thing and 
doing another. But you don’t have to believe me. You can 
read about it in his 2011 memoir describing his time as 
Iran’s chief nuclear negotiator. In his own words, here is 
what he said: “While we were talking to the Europeans 
in Tehran, we were installing equipment in Isfahan… By 
creating a calm environment, we were able to complete the 
work in Isfahan.”

Mr. President,
While Rouhani provides diplomatic cover, Iran is march-

ing towards a bomb. Since the June election, Iran has in-
stalled thousands of new centrifuges and just last month, 
the new president declared that Iran will not give up “one 
iota” of its nuclear rights.

Make no mistake—the Iranian program is not for peace-
ful purposes. Seventeen different countries peacefully pro-
duce nuclear energy without uranium enrichment or pluto-
nium production. And yet, Iran insists that their enrichment 
infrastructure and technology is their “right.”

It’s not their right, in fact it’s wrong. When negotiating 
with Iran, the international community must—as Prime 
Minister Netanyahu said—distrust, dismantle and verify.

Everyone, including Israel, wants to find a diplomatic so-
lution. But one has to wonder, why Israel along with a mi-
nority of countries are the only ones standing on the front-
line warning the world that an Iran with nuclear weapons 
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does not threaten Israel alone. It threatens the entire region, 
from Saudi Arabia through the Gulf States to Morocco.

Their voices are harder to hear, but if you tune into the 
right frequency, you will discover that they are frightened. 
They know that if Iran gets nuclear weapons, it will threaten 
their lives and lives throughout the region.

It won’t just alter the balance of power in the Middle 
East—the repercussions will be felt in Europe, the United 
States and across the globe. The world has stood at this 
crossroads before. On the eve of World War II, Churchill 
warned of the impending danger when he said: “They 
should know that we have passed an awful milestone in 
our history, when the whole equilibrium of Europe has 
been deranged… This is only the beginning of the reckon-
ing… [unless] we arise again and take our stand for free-
dom as in the olden time.”

Let us not repeat the mistakes of the past and leave a mi-
nority to stand alone against a common enemy. The danger 
is real, but this isn’t the first time that Israel’s warnings have 
been brushed aside.

When we warned the world about Assad’s chemical ar-
senal, we were told, “Don’t worry, he won’t use chemical 
weapons because it’s not rational.” Today the entire world 
knows that the dictator in Damascus used chemical weap-
ons against his own citizens.

And the only reason that Assad has agreed to give up 
these weapons is the very real threat of an American military 
strike. You don’t need a PhD in physics to know that pres-
sure works.

Mr. President,
The Iranian economy is crumbling under the weight of 

crippling sanctions. And this pressure is getting results. And 
yet some states have suggested easing the sanctions.

This suggestion reminds me of a boxer who is clinging to 
the ropes in the final round. Give him a moment to rest and 
he will turn around and attack you with more vigor. We must 
keep up the pressure until Iran agrees to play by the rules.

Let me be clear—any sort of partial deal will be com-
pletely ineffective in containing the Iranian threat. Any dip-
lomatic resolution must ensure that Iran has no centrifug-
es, no enriched uranium, and no plutonium track. If Iran 
doesn’t agree, then the sanctions must not be eased; they 
should be increased.

Now is the time to demonstrate conviction. We cannot al-
low the world’s most dangerous weapons to reach the hands 
of the world’s most dangerous actors. The Security Council 
showed its resolve when it adopted a series of resolutions 
against Iran. Having come so far and worked so hard—now 
is not the time to give in. Iran cannot be allowed to acquire 
nuclear weapons.

Mr. President,
The second quality I want to speak about is conscience. 

We have all seen the horrific images that emerged from 

Syria. Men and women sprawled on the floor convulsing. 
Young children foaming at the nose and mouth and then 
lying motionless.

No one with a conscience can stand by as the people 
of Syria continue to be massacred—whether by chemical 
weapons or the routine brutality of the Assad regime. The 
cynics in this hall will accuse Israel of shedding crocodile 
tears. The Jewish people and the State of Israel know all too 
well how evil can prevail when people shut their eyes and 
turn their backs.

To the Syrian people I want to say here and now—I know 
that our two nations have a long history of conflict and that 
we are separated by politics and religion. But we are eter-
nally linked by our common humanity. We are horrified by 
the pain and suffering that you have endured. As we speak 
our hand is extended to your people. And we will continue 
to offer humanitarian assistance to all those who need it re-
gardless of race, religion or gender.

Mr. President,
It’s hard for most of us to conceive that anyone, much 

less a government, would use chemical weapons against its 
own innocent civilians. Is it logical? Is it rational? Not at 
all. Many in this hall said that countries would never use 
weapons of mass destruction. Surprise, surprise—it turns 
out you can’t apply rational thinking to irrational players.

How many in this hall believed that when Bashar al-Assad 
became President, he would be the new hope for Western-
Arab relations? After all, here was a young London-trained 
ophthalmologist, with a beautiful wife, who drank high tea 
and ate scones at the Ritz. Turns out the eye doctor, is just 
another spin doctor and his murderous rampage has Syria 
spinning out of control.

We applaud the steps that have been taken by the in-
ternational community so far, but the removal and de-
struction of Syria’s weapons must remain a priority. 
The international community must ensure that the process 
is properly monitored, verified and completed while abiding 
by the agreed timelines. It must also ensure that no entity 
takes advantage of the process to advance its capacities and 
knowledge of chemical weapons.

Let me be absolutely clear: we cannot trust that a re-
gime that lies in bed with Iran and Hezbollah, isn’t lying 
when it commits itself to eliminating its deadly arsenal. 
Together, Iran, Syria and Hezbollah form the “trio of ter-
ror.” This trio is intent on acquiring the ABCs of terrorism—
Atomic, Biological, and Chemical weapons—so it can more 
effectively murder innocent men, women and children.

The clock is ticking and time is running out. Our con-
science tell us that the sooner Syria’s stockpile of chemical 
weapons is destroyed, the sooner we will safeguard the peo-
ple of Syria and bring greater stability to the Middle East.

Mr. President,
The problems plaguing the Middle East are centuries old 
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and—contrary to what some in this chamber believe—can-
not be solved overnight. How many in this hall thought that 
the so-called Arab Spring would bring about democracy?

I’m reminded of the lyrics from Leonard Cohen’s song 
“Democracy”—”It’s coming from the feel that this ain’t ex-
actly real, or it’s real, but it ain’t exactly there.”

Leonard Cohen could have written this song to describe 
the Middle East today. The promise of democracy in the 
Middle East ain’t exactly real and it ain’t exactly there. The 
region continues to be defined by bloodshed, repression, 
and instability.

Mr. President,
This brings me to the third quality I want to speak 

about—courage.
We all want to see peace in the Middle East. Israel wel-

comes the resumption of negotiations. Israel desires peace 
and is committed to serous and meaningful negotiations 
with a positive outcome. Israelis envision the day when we 
can live free from divisions, hatred, and violence. But mak-
ing peace requires courage. It requires leaders courageous 
enough to embrace partnership and promote tolerance.

On the very same day that CNN beamed images of Abbas 
talking about peace at the UN, official Palestinian television 
delivered a very different message. The PA and Fatah held 
ceremonies to honor terrorists responsible for the murder 
and maiming of innocent Israelis. At a memorial held in 
Ramallah, a Fatah official read a speech on behalf of Ab-
bas praising terrorist Abu Sukkar who killed 15 Israelis and 
wounded more than 60. This murderer was described as: 
“the most noble among the noble.”

At another event on the same day, a member of Abbas’s 
Fatah’s Central Committee glorified terrorist Dalal Mughra-
bi, who hijacked a bus and killed 37 civilians, 12 of whom 
were children. This attack was described as “the glorious 
deeds of [a] hero.”

Examples of incitement are all too easy to find in Pales-
tinian society. Their results can be found in the death of Gal 
Kobi, who was shot in the neck by a Palestinian terrorist last 
month. They can be found in the death of Tomer Hazan, 
who was kidnapped and murdered by a Palestinian acquain-
tance. They can be found in the death of Seraiah Ofer, who 
was brutally beaten to death outside his home by Palestinian 
men wielding metal bars and axes

As horrific as these crimes are, President Abbas only 
found his voice to condemn these attacks to a Jewish audi-
ence in New York City—while speaking in English. We have 
yet to hear President Abbas condemn these attacks in his 
native Arabic speaking to his own people.

The time has come for the Palestinian leadership to clear-
ly and unequivocally condemn violence and terrorism. The 
time has come to stop poisoning the minds of Palestinian 
children. The time has come to start teaching tolerance, mu-
tual respect, and coexistence. After all, the next peace agree-
ment depends on the next generation wanting peace.

Mr. President,
For years, member states have been listening to debates 

on the Middle East. In all this time, have you ever heard the 
Palestinian delegate say anything constructive about Israel? 
No. We only hear demonization and delegitimization. It’s 
time to stop the blame game. The UN library will have to 
open a new fiction section for the countless letters sent to 
the Security Council by the Palestinian delegate distorting 
the truth.

We need to speak truthfully about the problems plaguing 
the Middle East. It seems that the states that are so heavy on 
the criticism of Israel are also light on the facts. Allow me to 
dispel a number of myths.

Myth number one. Some nations seem to believe that a 
great injustice was done to the Palestinian people when the 
UN voted to partition then British-Mandate Palestine into 
two states. In fact, in 1947, Resolution 181 which divided 
the British Mandate over Palestine, speaks of the creation of 
a Jewish State no fewer than 25 times. The resolution de-
clared that: “independent Arab and Jewish States shall come 
into existence.”

The Jews welcomed the plan and joyously declared a 
new state in their ancient homeland. But the Arabs rejected 
the plan and—joined by the armies of five Arab nations—
launched a war of annihilation against the newly born Jew-
ish state.

Sixty-five years later you still don’t hear the Palestinians 
talk about two states for two peoples. Sure, Palestinian lead-
ers call for an independent Palestinian state, but they insist 
that the Palestinian people return to the Jewish state. This is 
a euphemism for the destruction of the State of Israel and a 
major hurdle to peace.

Myth number two. Some in this room are convinced that 
the root of the Israeli-Palestinian conflict is the settlements. 
In fact, from the time Israel gained its independence in 1948 
until 1967, the West Bank was in Jordanian hands and Gaza 
was in Egyptian hands. Throughout this time, there was not 
a single settlement. Yet the Palestinians still sought our de-
struction. And where were the Arab states? They did not lift 
a finger to create a Palestinian state and instead they also 
sought our destruction.

Today, just 2% of the Israeli population lives in settle-
ments, but they are blamed for 100% of the problems. I 
have said it before and I will say it again, the settlements 
aren’t the major hurdle to peace; the real obstacle to peace is 
the Palestinians quest for the so-called right of return.

Myth number three. The Palestinian delegation has sent 
letters to this Council accusing Israel of denying people free-
dom of worship. The only denying taking place is the denial 
of facts on the ground.

One of the first acts Israel undertook after reuniting Jeru-
salem in 1967 was to abolish discriminatory laws and safe-
guard access to religious sites for people of all faiths. This 
was in contrast to pre-1967 when everyone but Jews could 
access Jerusalem. Since Israel introduced religious freedoms 
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in 1967, people of all faiths have been able to visit the holy 
sites of Jerusalem.

In contrast, the Palestinian leadership breeds incitement 
and stirs up violence on the Temple Mount. They even went 
so far as to accuse Israel of altering the nature of Jerusalem. 
In fact, it is the Palestinians who are altering the nature of 
Jerusalem. They are destroying artifacts and distorting his-
tory in an effort to erase all traces of an ancient Jewish pres-
ence. The world’s silence in response to these crimes has 
been deafening. Ever since King David laid the cornerstone 
for his palace 3,000 years ago, Jerusalem has served and will 
continue to serve as the eternal capital of the Jewish people.

Instead of accusing Israel of restricting freedom of move-
ment, the Palestinians should be concerned with holding 
free elections. Let me remind you that Abbas’s term expired 
in 2009 and since then he has been extending his term with-
out elections.

Where are all the concerned voices from the defenders 
of democracy? Did any member state in this chamber raise 
his voice about cancelled elections? I’m sure many coun-
tries would enjoy the chance to cancel or postpone elections 
when the polling doesn’t look good. Let me remind you all 
of an important truth—in a real democracy, one election 
doesn’t earn you the right to rule forever.

Myth number four. Israel has been accused of creating a 
humanitarian crisis in Gaza by restricting the free movement 
of goods. In fact, every month, trucks carrying hundreds of 
thousands of tons of goods—including food, medical equip-
ment and construction materials—pass from Israel into the 
Gaza strip.

In his past reports, the Secretariat has criticized Israel for 
restricting the entry of construction materials. How many of 
you have asked us to allow cement into Gaza so the Palestin-
ians can build houses? And yet, when we do, in exchange 
for our goods and goodwill, Israel is repaid with tunnels of 
terror.

Just over a week ago, the IDF discovered a two kilo-
meter tunnel originating in Gaza and ending just outside 
an Israeli community—not far from homes, kindergartens 
and playgrounds. The tunnel was built by Hamas using 
500 tons of cement that had been earmarked for construc-
tion. I’ll repeat that again—500 tons of cement. To under-
stand how much that is, the Statue of Liberty weighs 225 
tons. Just imagine how many schools, hospitals and homes 
could have been built.

In taking responsibility for building the tunnel, a Hamas 
spokesman said, ““This tunnel was made by the hand of the 
fighters of al-Qassam and they will not sleep in their efforts 
to hit the occupation and kidnap soldiers.”

Instead of building houses, Hamas is building smuggling 
tunnels. And instead of building schools, they are building 
terror networks. This is the reality that Israel has to live with 
every day. Instead of using construction materials to build 
a better future for the Palestinian people, the leadership in 
Gaza is committed to destroying the State of Israel. It may 

just be my hearing, but I have yet to hear the countries that 
demand Israel allow more cement into Gaza condemn these 
crimes.

Myth number five. Some countries around this table be-
lieve that international forces should be on the border to 
guarantee a future peace agreement. That’s interesting. Be-
cause history has shown that Israel can’t rely on others to 
ensure its security.

While we support the work of UN forces on our borders, 
history has shown that Israel cannot rely on the interna-
tional community to ensure its own security. This was the 
case with UNEF One in the Sinai desert and with EUBAM 
in Gaza.

The recent involvement of certain UN bodies has hardly 
been helpful. In his remarks earlier, the Secretariat spoke 
about an incident last month in Kfar MaHul. The report ne-
glects to note that following a review by Israel’s Supreme 
Court, the buildings in question were determined to be il-
legally constructed.

In light of this important fact, the UN’s Office for the 
Coordination of Humanitarian Affairs—also known as 
OCHA—needs reminding that its role is the coordination 
of humanitarian aid not aiding in the obstruction of justice. 
OCHA systematically abuses and disregards Israel’s author-
ity on the ground. It seems the only thing the Office of Co-
ordination is not doing, is coordinating with Israel.

Mr. President,
It’s time to stop pointing fingers and it’s time to stop lay-

ing blame at Israel’s doorstep.
Israel remains committed to two states for two peoples. 

We are ready to make an historic compromise to realize the 
creation of a demilitarized Palestinian state living side-by-
side with the Jewish state of Israel. Israelis and Palestinians 
will have to work together to create new and lasting solu-
tions to old problems. This will only be possible if our work 
is built on a foundation of truth, mutual recognition, and 
security.

A great convulsion is shaking the Middle East from the 
Straits of Hormuz to the Straits of Gibraltar. The tremors 
have shattered states and toppled governments—and the 
ground is still shifting. The region stands at a crossroads and 
it is not yet clear if freedom and moderateness will triumph 
over tyranny and fundamentalism.

Let this be the moment in history when all peoples seek 
understanding instead of accusations; when nations strive 
for harmony instead of dissonance; and when our family of 
nations shows the conviction, conscience, and courage to 
make peace possible.

Thank you, Mr. President.


