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“Eminent personalities”
discuss South-South
cooperation

Political leaders and experts from developing countries converged
on Fiji on 7-8 May to reflect on the future outlook for South-South
cooperation. The meeting of “eminent personalities of the South”
stressed the importance of such cooperation for the developing
world and looked at ways to strengthen it as a means of dealing with
the development challenges of the day.
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South leaders brainstorm South-
South cooperation

Realizing the potential of South-South cooperation was the subject of a
recent meeting of developing-country leaders and experts in Fiji, writes

Martin Khor.

GENEVA: On 7-8 May, the idyllic Pacific
island of Fiji played host to some politi-
cal leaders and thinkers of developing
countries brainstorming the future of
South-South cooperation.

Fiji was the venue as this South Pa-
cificisland state is the Chair of the Group
of 77 (G77), the alliance of over 130 de-
veloping countries that operate in the
United Nations and beyond. Its govern-
ment decided to host “eminent person-
alities of the South” to reflect on the state
of the developing world and on South-
South cooperation.

The theme may not be original, but
the personalities discussing it were
colourful, most of them being presidents
or prime ministers, and mainly from the
South Pacific island countries.

The host, Fiji's Prime Minister Josaia
Bainimarama, presented the rationale for
the meeting at the opening session.

He said that the past decade has seen
the decline of North-South cooperation.
Negotiations in trade, environment and
funding of development have stalled,
and the rich countries are attempting to
modify the principles of development
cooperation and their commitments to it.

But meanwhile, he added, there has
been unprecedented growth in develop-
ing countries, and new dynamism in
South-South cooperation through trade,
finance, technology and shared manage-
ment of natural resources. The time has
thus come to rethink existing develop-
ment patterns and realize the full poten-
tial of South-South cooperation.

The chief guest, Bolivia’s President
Evo Morales, said he is the first Bolivian
leader to visit the South Pacific and
wanted to share his experiences from the
other side of the Pacific.

Morales is the first indigenous per-
son who has become a recent leader of a
South American country and his pas-
sionate speech made a deep impression.

He spoke about the Bolivian respect
for humanity and life, and the impor-
tance of reclaiming land and natural re-
sources for the nation. Bolivia did this
through some nationalization of oil re-
sources and the renegotiation of con-

tracts with foreign companies in order
to get a bigger share of revenues from
natural resources.

The greatly increased revenues have
been used to fund social development,
enabling poverty and child mortality to
decline. Bolivia has ensured that the poor
have access to essential services like wa-
ter, electricity and healthcare. For Mo-
rales, these services are human rights
that the government has to provide and
they should not be privatized, a message
he wants to share with the South.

He also criticized the failed model
of the North, where finance and banks
were given priority over people’s inter-
ests, and called for the South to collec-
tively seek new pathways in which
people are given the priority.

Morales” focus on getting the most
out of resources resonated with the Pa-
cific island leaders, whose countries are
also resource-dependent.

Kiribati’s President Anote Tong
spoke about how the region’s fishery re-
sources were so exploited that it obtained
only 5% of the revenues while the rest
was taken by others.

Developed countries consume far
more than their fair share of the world’s
depleting resources. There is a need for
fair allocation, and this is made more
acute by the threat of climate change.
There is a need to address the owner-
ship of resources and to rationalize the
rights and use over resources, and the
South should form alliances to find so-
lutions.

Advancing the same theme, Prime
Minister Gordon Darcy Lilo of the
Solomon Islands said the South was the
source of raw materials used in the
North, but developing countries do not
have power over the prices and revenues
they receive for their resources. For ex-
ample, the South Pacific countries should
get a fair share of revenues from tuna
fish, but this requires a new world order
which the South has to build.

Leonel Fernandez, until recently the
President of the Dominican Republic,
referring to Morales’ policies of regain-
ing control over natural resources to
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fund social policies, said there has been
a change from the old paradigm that the
markets can regulate themselves. In-
stead, an alternative model is develop-
ing in which social policies are in the cen-
tre and governments need to ensure
there is a balance between the state and
the market.

With the North in decline, South-
South cooperation is now more impor-
tant. An example of the solidarity that
can underlie this is the preferential terms
of oil supply that former Venezuelan
President Hugo Chavez gave to
neighbouring countries that helped them
cope with financial problems.

Fernandez also highlighted the role
of speculators as a new element causing
high volatility of commodity prices,
which is an issue that the South should
collectively address.

The Prime Minister of Vanuatu,
Moana Carcasses Kalosil, called for an
even more fundamental change — that of
lifestyles. The Pacific islands are disap-
pearing due to climate change. The world
cannot afford the growth of money, cars
and material things. It is the way of life
that needs to be addressed, and this re-
quires a joint fight by the South.

China’s special envoy to the Pacific
Islands Li Qiangmin said South-South
cooperation is different from North-
South aid as the South-South relations
are based on equity and mutual benefit.
With the decline in aid and rising finan-

cial instability, South countries have to
rely more on themselves for growth,
trade and investment.

The Executive Secretary of the UN’s
Economic and Social Commission for
Asia and the Pacific, Noeleen Heyzer,
said it was perhaps time for a second
Bandung Conference, referring to the
historic meeting of Asian and African
leaders in 1955.

She said it is important for the South
to address the multiple shocks that de-
veloping countries are being subjected
to, including economic crises and natu-
ral disasters, and that had grown in re-
cent years.

She also spoke about the importance
of the role of the developmental state and
South-South cooperation in the areas of
greater connectivity, investing in agricul-
ture, monetary cooperation, poverty
eradication and coping with natural di-
sasters.

The meeting concluded with the
adoption of a formal document giving
proposals on how to advance South-
South cooperation (see following article).

But it was the free flow of ideas and
reflections of the colourful political lead-
ers that made the most lasting impres-
sions, together with the paradise-island
background of the meeting. a

Martin Khor is Executive Director of the South
Centre, an intergovernmental policy think-tank of
developing countries.

G77 panel recommends South-South

cooperation actions

Underlining the key role of South-South cooperation in tackling
development challenges, the Fiji meeting explored ways to strengthen
such collaboration and address any obstacles thereto.

by Meena Raman

GENEVA: A meeting of the “High-level
Panel of Eminent Personalities of the
South” was convened in Natadola, Fiji,
from 7-8 May on the theme “The Future
Landscape of South-South Cooperation”.

The meeting was convened by the
Prime Minister of the Republic of Fiji, JV
Bainimarama, as Chair of the Group of
77 and China.

Several heads of state and govern-
ment took part in the two-day meeting.
Besides Bainimarama, who chaired the
meeting, they included Evo Morales, the
President of Bolivia, who was the chief
guest, Anote Tong, President of Kiribati,
Gordon Darcy Lilo, Prime Minister of the

Solomon Islands, and Moana Carcasses
Kalosil, Prime Minister of Vanuatu.
Also present at the meeting were
Leonel Fernandez, former President of
the Dominican Republic; James Marape,
the Minister of Finance of Papua New
Guinea; Ambassador John Ashe of
Antigua and Barbuda (the incoming
President of the 68th session of the UN
General Assembly); Noeleen Heyzer,
Executive Secretary of the UN Economic
and Social Commission for Asia and the
Pacific (ESCAP); Ambassador Li
Qiangmin, China’s special envoy to the
China-Pacific Islands Forum Dialogue;
Babatunde Osotimehin, Executive Direc-

tor of the UN Population Fund
(UNFPA); Ambassador Peter Thomson,
Fiji’s permanent representative to the
UN in New York; Martin Khor, Execu-
tive Director of the South Centre; Yiping
Zhou, Director of the UN Office for
South-South Cooperation in New York;
and Mourad Ahmia, Executive Secretary
of the G77 in New York.

There were also many other partici-
pants in the meeting, including other
ministers and senior officials accompa-
nying the heads of state and government.

The meeting saw a lively exchange
of views among the panel of eminent
persons. The significant themes that
were brought up included the need for
developing countries to obtain a higher
share of the revenues from their natural
resources and commodities including
oil, minerals and fisheries; the problems
of external debt servicing and loan con-
ditionalities faced by developing coun-
tries; new problems caused by invest-
ment agreements and free trade agree-
ments; and the various types of activi-
ties under South-South cooperation that
are and that should in future be carried
out.

The two main documents summa-
rizing the meeting are the concluding
remarks of the chair of the meeting, and
the conclusions and recommendations
adopted at the end of the meeting.

Platform of cooperation

At the closing on 8 May, Fijian Prime
Minister Bainimarama made concluding
remarks that summed up the meeting.
He said that the panel members “have
agreed that developing countries have
accumulated degrees of development
capacity that can be shared and viably
used through a solid platform of South-
South cooperation. South-South coop-
eration is a key element in the develop-
ment agenda of our countries.”

He added that “it is imperative that
we construct a strong platform for our-
selves, harnessing political will, as we
move forward. We have also empha-
sized that the obligation of the North to
financially and technically support the
South remains. Thus in the interests of
global harmony, equity and develop-
ment we must strengthen the develop-
ment commitments of North-South,
South-South and triangular cooperation.
We have agreed that the current inter-
national architecture needs to be restruc-
tured in order to respond to the new re-
alities and opportunities for develop-

N° 546

Third World Economics 1 — 15 June 2013 3



VLT GTOEIE South-South cooperation |

ment.”

“We have also agreed on the need
to reinforce the coordination of develop-
ing countries in our policy and joint ne-
gotiating positions on major issues in the
international agenda,” said the G77
Chair further. “Strengthening existing
multilateral funding mechanisms for
South-South cooperation and promoting
regional, inter-regional and sub-regional
sectoral cooperation in strategic fields
have also been identified as important
determinants in this endeavour.”

Bainimarama added that the Devel-
opment Platform for the South is an in-
valuable tool for guiding and strength-
ening multilateral South-South coopera-
tion.

(The Development Platform had
been elaborated in three previous meet-
ings of developing countries” experts, in
2005 in Kingston, Jamaica; in 2007 in
New York; and in St. John's, Antigua and
Barbuda, in 2008. The Fiji meeting was
the fourth in this series.)

The Platform, Bainimarama said,
will provide a pathway for the South in
approaching the international economic
arena; it is a strategic tool for political
guidance, which contains the goals and
aspirations for economic growth and
prosperity in the South. It will also con-
tribute to building South-North coali-
tions on development and related issues
of global interest such as climate change,
biodiversity, natural disasters and sus-
tainable development in global gover-
nance, and will optimize the voice and
participation of developing countries in
international fora.

The Fijian Prime Minister said the
meeting had seen full and substantive
deliberations. There was a high level of
agreement that South-South cooperation
can produce greater results and that the
time has come to invest more efforts and
resources into this cooperation.

“We call on the UN System and all
development partners to make it a pri-
ority to promote South-South coopera-
tion,” he concluded.

Conclusions and recommendations

The meeting also adopted a four-
page document entitled “Conclusions
and Recommendations”. The following
are some of the points of this document:

e South-South cooperation is play-
ing a central role in helping many de-
veloping countries address multiple and
complex development challenges, in-

cluding the management of shared natu-
ral resources. It is crucial to strengthen
South-South cooperation considering the
current international economic environ-
ment.

e The Panel emphasized that the
Development Platform for the South is a
vital framework for strengthening South-
South cooperation by providing new
approaches to policy decisions and ac-
tions of the South in the international
arena in light of evolving realities, as well
as imparting a political strategic direc-
tion for the South on Southern perspec-
tives on the major global issues which
must be addressed by developing coun-
tries in the context of the great challenges
they face.

e The first area where further
thought is needed is on the analysis of
South-South cooperation, both in the
broader framework of trade, technology
and other exchanges, and in the context
of South-South development coopera-
tion. A closer analysis of the economic
and social indicators and statistics is
needed so that the importance of the
South-South role in the world economy
is not overvalued but also not underval-
ued, so that there is a correct assessment
of the situation.

e The second area where many of
the comments were focused on was the
broader policy of South-South coopera-
tion. It has been well said that South-
South cooperation is a manifestation of
both solidarity as well as the global level
within the UN system, the inequalities
and the vulnerabilities of the poorest
among the developing countries, and
therefore the direction and priorities of
cooperation must be focused on address-
ing their problems.

e Obstacles to trade, financial and
technical cooperation that exist between
countries of the South need to be ad-
dressed in a dynamic way.

e The primary challenge in ex-
panding South-South cooperation is the
persistent lack of adequate resources.
There is a great need for increased bilat-
eral and multilateral funding to assist de-
veloping countries in this regard. Devel-
opment partners must therefore live up
to the commitments made at interna-
tional conferences and summits.

e Another great handicap is the
persistent lack of adequate infrastructure
and technology to achieve important
development projects. There is an urgent
need to invest in health, education, in-
formation and communications technol-

ogy and infrastructure in order to reduce
the inequalities among and within de-
veloping countries and create avenues
for important development projects.

e There is a need for effective and
well-equipped institutional mechanisms
as well as strategic capacity-building
which can propel efforts at the national,
regional, sub-regional and inter-regional
levels. South-South cooperation should
be explicitly incorporated into the opera-
tional programmes of all relevant bod-
ies of the UN system and there should
be regular consultations among them on
the most effective way to support South-
South cooperation.

e South-South cooperation de-
serves its own separate and independent
promotion and requires deep reflection
on ways and means for the G77 to lead
in a transforming process towards pro-
moting South-South cooperation: (i) pro-
moting the South’s need to build its own
global and multilateral South-South co-
operation architecture governed by the
South’s own system of values and policy
frameworks guided by individuals and
common objectives and solidarity, re-
spect for national sovereignty and na-
tional leadership, equal partnership,
mutual benefit and free from any policy
conditionality; (ii) transforming the cur-
rent UN legislative body on South-South
cooperation, the General Assembly
High-Level Committee on South-South
Cooperation (GA/HLC), into an effec-
tive and more responsive standing
mechanism.

e [t should be considered that the
GA/HLC be transformed into a fully
functioning UN Commission on South-
South Cooperation; and the current UN
Office for South-South Cooperation
(UNOSSC) transformed to a level simi-
lar to UN Women.

e The existing international financ-
ing for development system, structures,
rules and regulations, accounting sys-
tem, procurement, disbursement and
delivery mechanisms are all built for the
North-South paradigm of financing for
development. These instruments have
proven to be ill-suited for facilitating the
various forms and sources of financing
for South-South cooperation. The G77
must lead in shaping a new multilateral
structure/system of financing for South-
South cooperation based on the South’s
own terms of engagement that is suited
to accommodating various sources and

(continued on page 9)
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Will the calls of the Arab
uprisings fall on deaf ears in the

austerity wave?

The policies pushed by the likes of the IMF and austerity advocates in the
Arab world run counter to widespread demands for economic justice and
risk stifling the region’s development potential, warned participants at a

recent discussion session.

by Bhumika Muchhala and Kinda Mohamadieh

WASHINGTON: The post-revolution
Arab region has been high on the recent
agenda of the International Monetary
Fund (IMF).

Besides its annual Article IV or mac-
roeconomic assessment reports which
prescribe national policy blueprints, the
IMF has been engaged in the region in a
variety of ways. Morocco and Jordan
have two-year loan packages, Yemen has
an emergency credit line and Tunisia just
recently signed on to a precautionary fi-
nancing arrangement. Meanwhile,
Egypt is in the throes of contentious ne-
gotiations with the IMF country mission
team on its loan programme.

These programmes are designed
with detailed policy conditionality on
various fronts, including fiscal policy
(with a region-specific focus on fuel sub-
sidies), monetary and exchange rate
policy, and structural policy related to
domestic labour markets. Trade liberal-
ization, privatization, public-private
partnerships, and financial and banking
policies are also part of the loan
packages. The IMF’s role in the region is
only amplified by its historical links to
bilateral donor and capital market fi-
nancing.

To highlight some of the complex
dynamics and challenges of the IMF’s
role in the Arab region, in a context of
continuing popular uprisings that are
calling for social and economic justice
and for transforming the national devel-
opment paradigm, and to link this to the
waves of austerity across Europe, the US
and other regions, a panel discussion
titled “From the Arab revolutions to glo-
bal austerity” was held on the sidelines
of the spring meetings (19-21 April) of
the IMF and World Bank here.

The event held on 20 April was or-
ganized by Third World Network and
Arab NGO Network for Development,
in cooperation with the Cairo-based
Egyptian Centre for Economic and So-

cial Rights and the Initiative for Policy
Dialogue at Columbia University in New
York.

The discussants at the event in-
cluded Manuel Montes from the South
Centre, Isabel Ortiz from the Initiative
for Policy Dialogue, Mahinour El
Badrawi from the Egyptian Centre for
Economic and Social Rights, Kinda
Mohamadieh from the Arab NGO Net-
work for Development and Bhumika
Muchhala from Third World Network as
chairperson of the panel.

Problematic paradox

Opening the session, Bhumika
Muchhala said that there is a problem-
atic paradox between the endeavours of
the international development commu-
nity to formulate a post-2015 global de-
velopment agenda and the global con-
sensus on austerity, particularly in the
form of public spending cuts and regres-
sive tax policies. Both sides of the Medi-
terranean are facing similar macroeco-
nomic stability programmes that priori-
tize deflationary macroeconomic policies
over expansionary ones that could
stimulate public investment, create ur-
gently needed jobs and reorient tax poli-
cies towards wealth redistribution for
greater socioeconomic equality.

The Arab region is already facing a
troubling degree of macroeconomic in-
stability in public and private debt, fis-
cal imbalances and foreign reserves.
Fiscal consolidation can carry many
risks, such as exacerbating youth unem-
ployment, reinforcing economic in-
equalities and various social discrimina-
tions, and deepening economic and fi-
nancial dependency on external donors
and creditors. This would, in tragic
irony, lead to a re-creation of the same
unjust and failed economic model that
led to the people’s uprisings over the last
several years. The people’s revolution in

the Arab region was not merely a reac-
tion to corrupt dictatorships, but also the
outcome of unjust and failed economic
and social models. In this sense, the as-
pirations and demands of the people are
directly connected to international finan-
cial and trade regimes, in that systemic
policy-setting and rules shape national
and local realities.

Austerity goes against the very grain
of development strategy, said Muchhala.
A development strategy involves a pro-
active and developmental state that
builds a social contract with citizens and
possesses the policy space and political
will to implement transformation pro-
cesses that are structural, institutional
and normative.

This includes, for example, directing
public expenditure and investment to-
wards building strong social sectors,
particularly in health, education and so-
cial protection; creating decent work
through strategic sectoral investments,
boosting wages and strengthening pro-
ductive capacity; and ensuring food se-
curity and economic self-resilience
against volatile global commodity prices.

Debt-servicing priority

Manuel Montes, Senior Financial
Advisor in the South Centre, said that
Arab countries confront both political
transition and economic recovery, and it
is not clear if one will support the other
or whether the nature of the economic
recovery would facilitate or hinder po-
litical transition, or even if economic re-
covery will be consistent with a change
in growth dynamics that will avoid a re-
peat of the economic crisis.

These processes of transition, ac-
cording to Montes, involve the geopo-
litical and commercial interests of exter-
nal donors, with international financial
institutions serving as the technocratic
policy channel for donor interests, along
with the old and newly emerging domes-
tic forces.

A similar intervention by interna-
tional financial institutions was wit-
nessed in the Philippines” transition dur-
ing the 1986 overthrow of Ferdinand
Marcos, which took place in the midst
of the 1982 debt crisis (which swept
through Latin America and many Afri-
can countries). Montes explained that the
World Bank and IMF economic condi-
tions prioritized “paying back every
penny” according to contractual terms
to the international private sector and the
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servicing of public debt inherited from
the previous government.

Having been intimately connected
with the overthrown dictatorship in the
national context of the Philippines, the
IMF and World Bank staff made strenu-
ous efforts to rehabilitate the reputations
of their agencies, which began to be seen
as playing a dual role of both upholding
corrupt authoritarian or strongman re-
gimes and then attempting to aid a
“democratic transition” after their over-
throw.

Montes said that some of the major
Arab countries today face severe bal-
ance-of-payments crises, including Mo-
rocco, Tunisia, Egypt and Jordan. These
countries have been facing current ac-
count deficits during the last three years
along with elevated debt levels, and aus-
terity is being proposed as the way to-
wards stabilizing the macroeconomic
situation in the region.

Montes explained that the IMF
programmes are based on what he calls
a “backward calculation”, whereby the
focus is placed on the financing gap of
the coming 12 to 24 months, with the
most important claim on resources be-
ing the amount of debt servicing that can
be extracted from public revenues and
domestic private savings, with an em-
phasis on maintaining the Fund’s own
parameters of “debt sustainability”.

The important implicit assumption
is that a restructuring of external debt
inherited from the previous regime is not
on the table as an option. Within this
approach, economic recovery and the
absorption of unemployed capital and
labour become the residual result after
debt servicing is prioritized.

Montes highlighted that the prob-
lem with the word “austerity” is that it
implies that everyone’s spending is
cut. However, the way austerity often
plays out in reality is that households,
factories and their workers (i.e., the real
economy) and the public sector face
spending cuts while creditors, donors
and the financial sector receive payments
owed to them at market interest rates as
contractually due. Unlike in developed
countries where perhaps austerity has
some element of social psychology to try
to motivate a well-developed private sec-
tor to begin taking risks and making in-
vestments again, in developing countries
austerity is not done for its own sake — it
is done to set aside resources to ensure
repayment of debt owed.

Thus, the IMF’s financial loans to a
country often stand for helping the coun-

try to meet its external debt service obli-
gations, Montes explained. It also means
that it is not the country that is being res-
cued, it is rather the creditors and insti-
tutions who have outstanding debt owed
to them. In the meantime, under these
programmes with the IMF, the govern-
ment must undertake austerity-driven
policy reforms whose long-term impact
on investment and growth has proven
to be highly dubious in previous experi-
ences.

For example, measures such as re-
moving fuel subsidies should be a me-
dium- and long-term undertaking done
with proper deliberation. Only if re-
sources saved from the immediate elimi-
nation of such subsidies are guaranteed
tobe applied to employment and job cre-
ation, and not debt servicing, can the re-
moval of fuel subsidies be a legitimate
part of an emergency strategy.

IMF interventions are associated
with recommendations for ambiguous
but large-scale terms such as “enabling
environment”, which often translates
into blanket investor protections and
straitjackets on capital controls that un-
duly restrict growth-oriented domestic
policies. Such measures tend only to
elicit short-term, speculative investments
from abroad. They do not create the plat-
form for long-term and sustained public
investment that generates jobs and spurs
new economic activities. The impact of
policy restrictions in favour of “enabling
environments” could also mean loss of
control over domestic interest rates, lend-
ing rates for long-term investment and
the exchange rate, which amplifies risk
and obstructs long-term investment.

Yet, Montes said that countries have
multiple alternatives to consider. Coun-
tries could “calculate forward” instead
of backwards, by identifying how much
of the factories and workers are idle, the
rate of macroeconomic growth that
would be required to reabsorb unem-
ployed resources, and the investment
rate that will absorb new entrants into
the labour force and improve the com-
petitiveness of the economy over the
medium term.

Countries can also consider mon-
etary easing, in the same way that ad-
vanced economies are doing, Montes
highlighted. However, this will require
imposing or reimposing capital controls
to maintain adequate control over ex-
change rates and domestic interest rates.

Such heterodox policy programmes
would require up-front debt restructur-
ing, given the debt load of many coun-

tries in the Arab region, in order to open
the possibility and mobilize the re-
sources to support national development
strategies that open up political space
and reshape the terms of relation with
external financiers.

Montes questioned whether Arab
countries in the post-dictatorship context
are facing “choiceless democracies”. Un-
der such a context, even though demo-
cratic processes are introduced, the
choices for economic programmes are
still deeply limited. Thus, the policy
agenda carried out is often a continua-
tion and acceleration of the old
government’s agenda, even though the
old rulers have already been over-
thrown.

On the way forward, Montes argued
that the alternative to fast growth asso-
ciated with greater inequality and higher
or more vulnerable unemployment is
slower but sustained growth, with less
vulnerable employment, less subject to
cyclical and volatile booms and busts,
and more protection of the livelihoods
of the poor and the middle classes. Such
growth protects domestic policy space
and permits the government to imple-
ment policies to protect employment and
stimulate investment in new, more pro-
ductive jobs. Montes reminded the par-
ticipants that past experience showed
that the cost of the bust (which also lasts
many more years) exceeds the benefits
from the boom. For example, some 12
years after the financial crisis, Southeast
Asian investment rates have not recov-
ered to the levels they averaged before
the crisis.

Montes concluded by noting that
there are alternative policies, but only a
genuinely functioning democracy, based
on a social contract of accountability and
dialogue with citizens, would allow such
policies to emerge.

Widespread austerity

Isabel Ortiz, Director of the Global
Social Justice Programme at the Initia-
tive for Policy Dialogue, presented a pa-
per co-authored with Matthew
Cummins titled “The age of austerity —
a review of public expenditures and ad-
justment measures in 181 countries”.

Ortiz stated that contrary to public
perception, austerity measures are not
limited to Europe; in fact, many adjust-
ment measures feature most promi-
nently in developing countries. Accord-
ing to IMF data (World Economic Outlook,
October 2012), 119 countries will be ad-
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justing public expenditures in 2013, in-
creasing to 131 countries in 2014, and the
trend will continue at least until 2016.

She noted that there are two main
phases of the global crisis. In the first
phase (2008-09), most governments in-
troduced fiscal stimulus programmes
and ramped up public spending. How-
ever, premature expenditure contraction
became widespread in 2010, despite vul-
nerable populations” urgent and signifi-
cant need for public assistance.

Fiscal contraction is most severe in
the developing world. Moreover, com-
paring the 2013-15 and 2005-07 periods
suggests that a quarter of countries are
undergoing excessive contraction, de-
fined as cutting expenditures below pre-
crisis levels.

In terms of population, austerity will
be affecting 5.8 billion people or 80% of
the global population in 2013; this is ex-
pected to increase to 6.3 billion or 90%
of persons worldwide by 2015.

Regarding austerity measures, a re-
view of 314 IMF country reports pub-
lished between January 2010 and Febru-
ary 2013 indicates that governments are
weighing various adjustment strategies.
These include: (i) elimination or reduc-
tion of subsidies, including on fuel, ag-
riculture and food products (in 100 coun-
tries); (ii) wage bill cuts/caps, including
the salaries of education, health and
other public sector workers (in 98 coun-
tries); (iii) rationalizing and further tar-
geting safety nets (in 80 countries); (iv)
pension reform (in 86 countries); (v)
healthcare reform (in 37 countries); and
(vi) labour flexibilization (in 32 coun-
tries).

One of the most alarming trends in
austerity policies worldwide is that of
subsidy reduction and elimination, even
in a global context of high food
prices. The paper highlights that subsidy
reduction, primarily in fuel but also in
electricity, food and agricultural inputs
like seeds, fertilizer and pesticides that
can sustain local production, is being
discussed in 100 countries (78 develop-
ing and 22 high-income).

If basic subsidies are withdrawn,
food and transport costs increase and can
become unaffordable for many house-
holds. Higher energy prices can also con-
tract economic activities. Increased hun-
ger and malnutrition has irreversible
impacts on children. Ortiz recalled that
in recent years, food protests have
erupted in Algeria, Bangladesh, Burkina
Faso, Egypt, India, Iraq, Jordan, Mo-
rocco, Mozambique, Nigeria, Senegal,

Syria, Tunisia, Uganda and Yemen, to
name but a few.

As recurrent expenditures like sala-
ries tend to be the largest component of
national budgets, an estimated 98 gov-
ernments in 75 developing and 23 high-
income countries are considering a re-
duction of the wage bill, often as a part
of civil service reforms. This policy
stance may translate into salaries being
reduced or eroded in real value, pay-
ments in arrears, hiring freezes and/or
employment retrenchment, all of which
can adversely impact the delivery of
public services to the population.

Ortiz stressed that 94 countries (63
developing and 31 high-income) are con-
sidering options to boost revenue by rais-
ing value-added taxes or sales tax rates
or removing exemptions. However, in-
creasing the cost of basic goods and ser-
vices can erode the already limited in-
comes of marginalized groups and stifle
economic activity. Since this policy does
not differentiate between consumers, it
can be regressive, shifting the tax bur-
den to families in the bottom income
quintiles of society and exacerbating
inequalities. Alternatively, progressive
tax approaches should be considered,
such as taxes on income, inheritance,
property and corporations, including the
financial sector.

Ortiz also noted that 80 countries (55
developing and 25 high-income) have
been rationalizing or further targeting
social safety net systems. The IMF's
policy advice generally associates target-
ing social programmes to poverty reduc-
tion, including in countries with large
populations below the poverty line,
where the logic of targeting to the poor-
est of the poor is weak. Overall,
policymakers should consider that, in
times of crisis, it is important to scale up
social investments instead of scaling
down. A strong case can be made to ex-
tend a social protection floor for children,
the elderly, persons with disabilities and
other vulnerable groups.

Pension reforms are being consid-
ered in 86 countries (47 developing and
39 high-income) and involve measures
such as raising pension contribution
rates, increasing eligibility periods, pro-
longing the retirement age and/or low-
ering benefits.

Health system reforms are taking
place in 37 countries (12 developing, 25
high-income), involving the increase of
fees and co-payments paid by patients
along with cost-saving measures in pub-
lic health centres. The main risk of these

two adjustment measures is straightfor-
ward: vulnerable groups are excluded
from receiving benefits or assistance is
diminished at a time when their needs
are greatest.

At least 32 governments are consid-
ering labour flexibilization reforms erod-
ing workers’ rights. Labour market re-
forms are aimed at increasing competi-
tiveness and supporting business in the
context of recession, compensating for
the underperformance of the financial
sector. However, labour market
flexibilization will not generate decent
jobs; on the contrary, in a context of eco-
nomic contraction, it is likely to gener-
ate labour market “precarization”, de-
press domestic incomes and ultimately
hinder recovery efforts.

The United Nations has repeatedly
warned that austerity is likely to bring
the global economy into further reces-
sion and increase inequality. In issuing
this warning, the UN has called on gov-
ernments to undertake forceful and con-
certed policy action at the global level to
make fiscal policy more countercyclical,
more equitable and supportive of job cre-
ation; to tackle financial market instabil-
ity and accelerate regulatory reforms;
and to support development goals.

It is imperative that policymakers
recognize the high human and develop-
mental costs of poorly designed adjust-
ment strategies and abandon the myo-
pic scope of macroeconomic and fiscal
policy decisions, and instead consider
alternative policies that support a recov-
ery for all persons.

The paper by Ortiz and Cummins,
which is co-published by the Initiative
for Policy Dialogue and the South Cen-
tre, is available at http://
policydialogue.org/files /publications/
Age_of_Austerity_Ortiz_and_Cummins.pdf.

Wrong-headed reforms

Mahinour El Badrawi from the
Egyptian Centre for Economic and So-
cial Rights discussed the IMF policy rec-
ommendations to Egypt before the 2011
revolution and the current negotiations
between the IMF and Egyptian authori-
ties around a new loan. Shortly after the
toppling of the Hosni Mubarak regime,
an IMF team started negotiations on fi-
nancial assistance to Egypt, which was
presented as a step for stabilizing the
Egyptian economy and promoting
needed structural economic reforms. The
proposed loan is of the value of $4.8 bil-
lion.
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El Badrawi said that the terms of the
loan negotiations are not made public
and the talks are not undertaken in a
transparent way. The national economic
plan presented to the IMF was not made
public until civil society organizations
brought forward a case in front of the
national administrative court requesting
transparency in the terms of negotiations
with the IMF.

El Badrawinoted that IMF loans are
often presented by the country teams as
free of conditions and based on “home-
grown” economic plans. However, the
economic plan released by the Egyptian
authorities in November 2012 mirrored
the policy recommendations that came
in the IMF Article IV consultation report
for Egypt released in April 2010. This
IMF report advanced recommendations
for broadening the tax base through ex-
panding the application of the regressive
value-added tax, and for cuts to the fuel
and food subsidy programmes. The re-
port also advanced recommendations for
the resumption of privatization pro-
cesses while encouraging public-private
partnerships. These recommendations
were reflected in the economic plan of
the Egyptian authorities.

El Badrawi noted that the reforms
proposed within the framework of the
discussions with the IMF were to be car-
ried out on both the average Egyptian
and the well-off investors. Subsidies
were supposed to be lifted from heavy
industries besides the energy use of
households. Similarly, tax rise was sup-
posed to be implemented on business
transactions and capital gains. Yet, what
actually took place was the removal of
subsidies from household energy use,
besides the removal of subsidies on ba-
sic food products. Other planned reforms
on business transactions and investors
were not implemented.

Overall the reforms are falling dis-
proportionately on the average Egyptian
and the poor. The official explanation
presented for not undertaking the other
reforms puts it down to an attempt not
to scare away investors. Along the same
lines, the Egyptian Supreme Council of
the Armed Forces undertook a legisla-
tive change after the revolution by issu-
ing Law #4 for year 2012 giving immu-
nity to investors found to be corrupt or
in violation of national law from being
sued in national courts, substituting that
with a mediation procedure undertaken
by the executive body (ministry) that was

responsible for designing the contract
with the investor in the first place.

Such steps, El Badrawi explained,
are in line with the past cycle of
marginalizing productive investments.
Furthermore, it hinders the process of
retrieving national assets and resources
that were ill-used under the previous
regime. Under such an anti-developmen-
tal legislative framework, the sort of in-
vestor that is being invited into Egypt
would reproduce the cycle of weaken-
ing chances for real productive develop-
ment.

El Badrawi highlighted alternatives
to the kind of austerity-focused reforms
that are currently designed, which carry
aburden that falls disproportionately on
the average Egyptian citizen. She indi-
cated the need for progressive taxation
systems, including a non-fixed progres-
sive corporate tax that supports small
and medium enterprises.

She also highlighted the importance
of recovering the stolen assets of the
country, which are the people’s assets.
Furthermore, she addressed the impor-
tance of recovering the value of the na-
tional assets and state-owned enterprises
which were devalued and privatized
under the previous regime.

Structural policy advice

Kinda Mohamadieh from the Arab
NGO Network for Development dis-
cussed the structural policy advice put
forward by the IMF country reports on
Arab countries. Mohamadieh cautioned
that the IMF continues to advance rec-
ommendations for reducing or disman-
tling tariffs, widening the scope of liber-
alization and deregulating investment
policy.

Such trade- and investment-related
policy advice could often fall in contra-
diction with safeguarding these coun-
tries” balance-of-payments positions,
thus further exposing them to debt ac-
cumulation and the need for IMF
assistance. Such longer-term structural
change restricts the policy space of gov-
ernments to design a dynamic longer-
term plan that serves production, indus-
trialization, decent employment and so-
cial justice.

Mohamadieh explained that eco-
nomic and social challenges facing Arab
countries include the challenge of revers-
ing the declining trends in productive
capacities and share of wages in gross

domestic product, along with redesign-
ing macroeconomic policies in support
of a longer-term dynamic development
project.

While many Arab economies expe-
rienced an average annual real economic
growth of above 5% during the last 20
years, growth in productivity was less
than half of that and negative in some
cases. Many Arab countries have wit-
nessed significant decline in manufactur-
ing capacities and deindustrialization
trends, most notably Egypt and Mo-
rocco. Overall, the structural economic
problem in the region has been stagnat-
ing shares of agriculture and manufac-
turing, and rapidly expanding concen-
tration in low-value-added services ac-
tivities.

Wage depression, reflected in the
regress of wages as a share of national
income, has been associated with the
kind of investment and trade policies
that have been followed, which priori-
tized export-oriented sectors. This wage
depression reflected the violations of
economic and social rights and the
marginalization of citizen participation
in the economic cycles and national
growth trajectories.

Foreign direct investment (FDI) has
also been traditionally concentrated in
low-job-generating sectors like mining
and real estate. Overall, the role of mac-
roeconomic policies in supporting a
longer-term development-oriented strat-
egy was neglected. Macroeconomic poli-
cies were reoriented to prioritize short-
term inflation targeting, attracting for-
eign direct investment, and increasing
openness to trade and capital flows. Arab
countries need a reversal of these trends,
and a revival of productive capacities,
employment generation, and redress of
inequalities and wage depression.

Mohamadieh highlighted that the
IMF is the same institution that was laud-
ing Tunisia’s and Egypt’s macroeco-
nomic management and structural re-
forms just a few months before the
people’s revolutions in these countries.
The IMF even called for more austerity
measures to contain public spending on
wages and food and fuel subsidies at a
time when these countries were facing
rising food prices due to global price fluc-
tuations.

After the revolutions, the IMF along
with other international financial insti-
tutions involved in the Arab region were
quick to present the policies undertaken
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during the last two decades as too par-
tial to take real hold given the decline in
legitimacy of the state, corruption and
nepotism. This argument was central for
presenting the shortcomings of the eco-
nomic model they promoted to previous
regimes as stemming from its applica-
tion within undemocratic and oppres-
sive contexts, and not as a failing of the
economic model itself.

Shortly after the revolutions, in its
report entitled “Economic transforma-
tion in MENA [Middle East and North
Africa]: Delivering on the promise of
shared prosperity” presented to the G8
summit in May 2011, the IMF advanced
recommendations for liberalization of
trade in services, liberalization of capi-
tal flows and investment, freedom of es-
tablishment, and regulatory convergence
in areas such as competition policy, trade
and investment regimes, and public pro-
curement.

The report’s recommendations in-
cluded as well calls for further improv-
ing the business climate, which were
centred around promoting more invest-
ment zones where investors are credited
with lower regulation and taxation, as
well as strengthening investor rights.

Similar recommendations were pre-
sented in 2013 by the Director of the
IMF’s Middle East and Central Asia De-
partment, thus advancing recommenda-
tions for further dismantling tariffs and
widening the scope of liberalization,
along with deregulatory recommenda-
tions in investment, including removing
the barriers to starting or closing a busi-
ness, and relaxation of entry require-
ments, minimum capital requirements
and restrictions on foreign ownership, as
well as removing exit regulations and
decriminalizing business failure.

Mohamadieh noted that the vision
presented to the region is one of deeper
liberalization and deregulation, without
serious assessment of the implications
that such policies have reaped for the
region in the past. Such line of recom-
mendations has been consistently ad-
vanced through IMF staff country re-
ports (Article IV consultation reports)
before the global crisis and before the
revolutions in the Arab countries, as well
as afterwards.

Mohamadieh highlighted that in
2009, the Independent Evaluation Office
(IEO) of the IMF published its evalua-
tion report on the IMF’s involvement in
international trade policy issues. The re-

port highlighted that the “intervention-
ist approach of the late 1990s, when the
IMF played an uneven but at times ag-
gressive role in trade policies through
conditionality, gave way to substantial
reluctance to state strong positions even
on trade policies that have macroeco-
nomic import”.

The IEO report importantly noted
that “on some issues — particularly PTAs
[preferential trade agreements] and trade
in services stand out — the objectives and
approach for IMF involvement were not
made clear [by the IMF Board]. Nor were
the criteria for macro-criticality that were
to guide staff decisions on when to be-
come involved in trade policy issues.
Without such clarity, staff are unlikely
to be effective in looking out for trade
policy-related threats to macroeconomic
and financial stability”. The report spe-
cifically highlighted the IMF’s role and
recommendations in regard to trade in
financial services, noting that IMF bilat-
eral surveillance in this area “was less
thorough, tending indiscriminately to
urge greater openness to foreign finan-
cial service providers with little direct
assessment of risks”.

Mohamadieh noted that trade policy
is not neutral in terms of impact on the
balance of payments, especially when
imports rise disproportionately com-
pared to exports. In such a context, coun-
tries face tighter external constraints,
decrease in revenues, larger trade defi-
cits and thus dependency on capital in-
flows, leading them into a situation of
potential increase in external debts.

Furthermore, the deregulatory rec-
ommendations on the investment policy
front contradict the need to actively re-
design investment policies in the Arab
region to support a developmental tra-
jectory and achieve an active interface
between FD], capital formation, and ad-
vancing of national private enterprise
and national productive and industrial-
ization capacities. Without addressing
the nature and orientation of FDI, rapid
flow of capital and over-concentration of
FDI in non-tradable sectors could have
significant impacts on the balance-of-
payments positions of these countries.

Overall, the structural policy recom-
mendations advanced by the IMF in the
Arab region lock the economies of the
region in a state of dependency and
weaken domestic productive capaci-
ties. It would not allow the design of
trade and investment policies in a way

that supports and allows for the revival
of productive and employment-generat-
ing capacities. Besides limiting the policy
space available for governments to dy-
namically use trade and investment to
support industrialization and employ-
ment generation, it could also have sig-
nificant destabilizing implications at the
macroeconomic level, especially on the
balance-of-payments position. 0

(continued from page 4)

forms of South-South financing through
the multilateral system.

e In this context, the panel pro-
posed the following actions: strengthen-
ing the role of existing multilateral finan-
cial institutions including regional banks
and other financial institutions in sup-
port of South-South cooperation; explor-
ing innovative arrangements and financ-
ing facilities with a view to mobilizing
new and additional resources in support
of South-South cooperation; transform-
ing the existing UN Fund for South-
South Cooperation into a fully function-
ing voluntary trust fund; and expanding
the core resources of the G77 Perez-
Guerrero Trust Fund for South-South
Cooperation to enable it to support ma-
jor strategic initiatives in addition to
small-scale technical projects.

e The panel recommended focus-
ing attention on concrete initiatives and
measures, which should be action-ori-
ented and encompass implementable
actions in the field of South-South coop-
eration.

e The panel strongly called for fur-
ther strengthening of the G77 Permanent
Executive Secretariat, including its sub-
stantive and research capacities, so as to
enable it to carry out effective follow-up
actions and ensure overall coordination
among its Chapters.

e The panel mandated the Chair of
the G77 to forward its conclusions and
recommendations to the 37th annual
meeting of the G77 foreign ministers to
be held in September in New York. The
panel recommended that preparations
begin for the Third South Summit of the
G77, which it recommends should coin-
cide with the 50th anniversary of the G77
to be commemorated in 2014.

It is understood that the final ver-
sion of the conclusions and recommen-
dations will be finalized by the G77
Chair and secretariat in New York.
(SUNS7585) a
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General Council appoints
Azevedo of Brazil as next

WTO DG

Brazil’s Ambassador to the WTO Roberto Azevedo has been formally
chosen as the next head of the international trade body.

by Kanaga Raja

GENEVA: The General Council of the
World Trade Organization (WTO) on 14
May formally approved by consensus
the recommendation of the General
Council Chair and the two facilitators to
appoint Ambassador Roberto Carvalho
de Azevedo of Brazil as the next WTO
Director-General.

Azevedo’s term of office would be
for a period of four years beginning on 1
September 2013.

At an informal meeting of the Gen-
eral Council on 8 May, the Council Chair,
Ambassador Shahid Bashir of Pakistan,
had recommended that the formal meet-
ing of the Council on 14 May appoint
Azevedo as the next WTO head (see TWE
No. 544 /545).

According to trade officials, a total
of 52 members and two observers (Ethio-
pia and Iran) spoke at the formal Gen-
eral Council meeting on 14 May, gener-
ally paying tribute to Azevedo, the
Council Chair and the two facilitators in
the DG selection process (the Chairs of
the Dispute Settlement Body and of the
Trade Policy Review Body), as well as to
outgoing Director-General Pascal Lamy
and his team.

According to trade officials, Kenya
said that it was the one delegation that
did not express a preference in the sec-
ond round of consultations (on the se-
lection of the Director-General). It said
that it was satisfied with the way the pro-
cess was conducted in the third round
(the final round of consultations) and
that it did express a preference in that
round.

In its statement, South Africa said
that today “we celebrate a triple victory:
it is a victory for the principle of Diver-
sity; it is also a victory for the principle
of Consensus; and it is a victory for the
principle of Multilateralism.”

“We have argued consistently
throughout this selection process that the
WTO should ensure that its leadership
reflects the Diversity of its membership
— now 159 — representing all regions of

the world. Today, we succeeded in en-
suring that Latin America is represented
in the leadership of the WTO for the first
time,” it said in its statement.

“Africa has yet to be represented
and in the fullness of time, it will soon
be Africa’s turn to provide the richness
of its leadership to this institution,”
added South Africa, saluting those Afri-
can candidates who made themselves
available towards this responsibility.

Strong message

In his statement at the meeting, Gen-
eral Council Chair Bashir formally paid
tribute to all nine candidates in this pro-
cess. “I am sure all Members agree that
we have had nine exceptionally qualified
candidates who have, throughout this
process, demonstrated their high regard
for and commitment to the multilateral
trading system, and their faith in the
operation of its rules and procedures.”

Following the approval of the rec-
ommendation to appoint Azevedo as the
WTO DG, the Chair said: “Today, we
have sent out a strong message that the
WTO can take decisions by consensus
and follow intricate processes
seamlessly. We need to carry this mo-
mentum further. I am confident that we
can work together for a positive outcome
at our Ministerial Conference in Bali.”

In his statement, Director-General
Lamy said that the important result of
this process is that members have ap-
pointed the new Director-General whom
they believe is the most apt to lead the
organization for the next four years.

“This is a moment of unity for the
WTO family, in which we can briefly put
aside our day-to-day concerns to look at
the bigger picture of what this organiza-
tion represents and of its fundamental
values: openness of trade for the benefit
of all, non-discrimination, fairness, trans-
parency. And of all this with the over-
riding objective of encouraging sustain-
able development, raising people’s wel-

fare, reducing poverty, and fostering
peace and stability. The common belief
in and commitment to these values is
what unites the 159 Members of the
WTO. The Director-General has to em-
body these common values and be at the
service of all WTO Members. I am con-
vinced Ambassador Azevedo will dojust
that.”

Congratulating Azevedo on his ap-
pointment, Lamy said that Azevedo can
count on his full support as well as that
of the entire secretariat. “As I have al-
ready told him last week, I intend to
work to ensure a smooth process of tran-
sition, so that he can hit the ground run-
ning as he takes office on 1 September.”

In his statement, Azevedo said that
it was not his intention to speak then as
the new Director-General. He remarked
on the selection process: “This selection
process has been particularly challeng-
ing. Members have had to choose from
a field that, besides myself, included
eight outstanding candidates. The num-
ber and quality of the candidacies en-
sured that, regardless of the result of the
selection process, the WTO would be
very well served at the DG position. 1
have nothing but praise for the quality
and level of the campaigning carried out
by all candidates and their respective
governments. They all promoted their
candidacies with utmost dignity and re-
spect to the system and its members.”

The fact that the process aims at
building consensus among members, as
is the practice at the WTO, has com-
pounded the challenge, said Azevedo.
“Reaching consensus is certainly a lot
more complex than simply counting bal-
lots. It requires that all delegations par-
ticipate constructively and in good faith
in consultations that must ascertain more
than just the degree of support enjoyed
by the candidates. But the major advan-
tage of a decision reached by consensus
is that it adds legitimacy to the choice.
All Members are responsible for the out-
come of the process and commit to work-
ing closely with the new Director-Gen-
eral in pursuing the goals and principles
that guide this Organization. The new
Director-General, in turn, must act in the
best interests of all Members.”

He added that “the formal directives
that outline the WTO selection process
are not, I must say, an exemplary model
of clarity or predictability. Despite these
shortcomings, the ‘troika’ [the General
Council Chair and the two facilitators,
the Chairs of the DSB and the TPRB], af-
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GENEVA: Mukhisa Kituyi of Kenya
has been nominated to be the next Sec-
retary-General of the United Nations
Conference on Trade and Development
(UNCTAD).

The term of office would be for
four years beginning on 1 September
2013.

According to an UNCTAD press
release issued on 16 May, Kituyi’s
nomination by UN Secretary-General
Ban Ki-moon will now go before the
UN General Assembly for confirma-
tion.

Kituyi is a former Minister of Com-
merce and Industry of Kenya, as well
as a former member of the Kenyan Par-
liament, and is a visiting fellow of the

Kituyi of Kenya nominated to be
new UNCTAD SG

US Brookings Institution.

If confirmed, Kituyi will be replac-
ing Supachai Panitchpakdi of Thailand,
whose second four-year term ends on
31 August.

Earlier in the week, the WTO, just
down the road from where UNCTAD
is situated, also saw a change in its lead-
ership when its General Council for-
mally appointed Ambassador Roberto
Azevedo of Brazil as its next Director-
General, who will replace Pascal Lamy
of France.

The new WTO Director-General’s
four-year term of office also begins on
1 September 2013. — Kanaga Raja
(SUNS7586)

ter consulting members, decided on rules
of procedure that allowed for a process
that ran its course in a sound and stable
manner. The process was certainly inclu-
sive and all members — without excep-
tions —had a chance to express their pref-
erences through the various stages of
consultations.”

More than anything, said the incom-
ing DG, the “troika” carried out its man-
date in such a way that the new DG will
be in a position to start his term without
having to heal the wounds of a divisive
and caustic process.

“In this instance, the new DG and
the members will be ready to immedi-
ately start working towards solving the
most pressing challenges faced by this
Organization. Bali, an important event
for this Organization at this critical junc-
ture, is just around the corner and we
have no time to lose.”

Regardless of their size, geographi-
cal circumstances and level of develop-
ment, Azevedo said, all members ben-
efit from a predictable, rules-based mul-
tilateral trading system, embodied in the
organization.

The Director-General of the WTO
has the duty of working with all mem-
bers to strengthen the system and to
make it responsive to the needs and chal-
lenges of the entire membership, stressed
Azevedo.

“In my term, I shall do my best to
unremittingly help Members in building
consensus and achieving the goals set

out in the Agreements establishing the
World Trade Organization.”

Critical stage

At a media briefing at the Brazilian
mission on 8 May following the infor-
mal General Council meeting, Azevedo
had cautioned that the WTO was in a
very critical stage and that its negotiat-
ing pillar was “completely stuck”.

There was a clear paralysis in the
system because the negotiations are not
only avoiding the disciplines from be-
ing updated and closing the gap between
the rules of the organization and the real
world where businesses operate, but
there was a trade agenda that “we have
to broaden and tackle”, he had said.

There are a large number of trade-
related areas and issues that need to be
evaluated and discussed at the WTO,
and the way to do it is to ensure that the
negotiations move, “and move as soon
as we can.”

The WTO has played a very signifi-
cant role since the crisis emerged in 2008,
he further said, adding that protection-
ist trends had emerged firmly and de-
cidedly. And those trends are still there
and “we need to fight them.”

“We are, in my view, on the verge
of losing a very valuable system, a sys-
tem that we all fought for and that we
struggled to create and to advance. As
we approach now the Bali ministerial,
we have a chance to take a first step to-

wards the rescuing of this system.”

Azevedo said: “We must do our
very best to ensure that Bali not only
delivers significant outcomes — substan-
tive outcomes — but it also delivers and
instills a sense of confidence that we can
still negotiate, that we can still engage
constructively, looking forward and try-
ing to find meaningful results.”

At this point in time, he added, it
should not be about getting what we
want. “It should be about saving what
we have,” he said, stressing that the only
way to do it is to look forward, “roll up
our sleeves, sit down at the table together
in a solution-finding mode and try to
move forward.”

The selection process of the Direc-
tor-General, in his view, “has set firmly
the first pillar of the bridge that we need
to move the WTO from where we are
today to an organization that is again
meaningful, that again delivers negoti-
ated outcomes that the world hopes and
expects from us.”

As for the upcoming Bali Ministe-
rial Conference this December being an
important marker, Azevedo had said: “I
have absolutely no doubt about that. If
it’s not successful, it will make the road
a lot more difficult ahead, but that is not
the end of the road either way. I would
not be an alarmist in saying that if we
don’t have an outcome in Bali, [then] the
whole process or the whole organization
is hopeless. I think that there is still a lot
to do.”

“As far as I am concerned, I have
four years to work with members and I
will use every single day and minute to
try to make advances and progress with
them,” he emphasized.

As to the completion of the Doha
Round of trade negotiations, Azevedo
said he hoped he had made it quite clear
in the last four months that it is his num-
ber one priority.

“The Doha Round is my number one
priority, not only because of the things
which are in the round, which are ex-
tremely important — extremely important
— for what we do today in businesses, in
the world, but also because by solving
the round we would be unlocking the
organization; we would be taking the
organization away from this paralysis in
which it finds itself over the last five
years.”

Azevedo added: “So, I am abso-
lutely sure that all members of the orga-
nization would agree with me that we
need to find a solution for the Doha
Round as quickly as we can.”
(SUNS7584) a
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Poorest nations held

hostage by North

on TRIPS compliance

Industrial countries are resisting attempts to secure an exemption for the
least developed countries from implementing the WTO’s intellectual

property standards.
by Chee Yoke Ling

BEIJING: The poorest members of the
WTO are locked in a battle against the
united might of the richest countries to
exercise their right to be exempt from the
WTO intellectual property rules.

Last November, the least developed
countries (LDCs) invoked Article 66.1 of
the WTO Agreement on Trade-Related
Aspects of Intellectual Property Rights
(TRIPS) to request an unconditional ex-
tension of the transition period for imple-
menting the agreement for as long as
they remain LDCs. The rationale is to
allow LDCs to have policy space while
they overcome their constraints and de-
velop a viable technology base.

The battle is over the terms of the
exemption.

Legally, the TRIPS Agreement
obliges all WTO members to grant the
extension once a request is submitted by
LDCs.

However, Nepal, the coordinator of
the LDC Group in the WTO, pointed out
at an informal open-ended meeting held
on 22 May by the Chairman of the TRIPS
Council: “Given the precision of the lan-
guage of Article 66.1, we had thought
that it would be an easy decision based
on the duly motivated request from
LDCs. However, what we thought to be
an easy process has not been so easy.”

Developed countries, led by the
United States and the European Union,
and supported by Canada, Australia,
Switzerland, New Zealand and Japan,
are opposed to the LDCs” demands on
the exemption although the LDCs have
received widespread support from de-
veloping countries, civil society groups,
academia, industry, members of the US
Congress and Members of the European
Parliament.

Much of the rich-vs-poor dispute has
taken place in informal small group con-
sultations led by the Chairman of the
TRIPS Council, Ambassador Alfredo
Suescum from Panama, and participated
in by a handful of LDCs and developed
countries that are opposed to the LDC
demands. According to trade sources,
the consultations are not open to other

developing countries, although they
have fully supported the LDCs’ de-
mands.

The informal consultations have
been ongoing since 15 May; however, to
date no agreement has been reached.

According to a trade source, one of
the most contentious issues is the length
of the transition period. According to the
Washington Trade Daily of 22 May, “the
US and EU are insisting on a five-year
extension; Switzerland is proposing a
seven-year phase-in while Australia has
suggested 10 years with different imple-
mentation conditions”.

The US and the EU are also insistent
on including a “no rollback” clause that
would prevent the LDCs from undoing
existing intellectual property protec-
tions, said trade sources.

A trade source also indicated that a
significant portion of the informal dis-
cussion focused on language committing
LDCs to TRIPS compliance, although the
raison d’etre for the exemption is to pro-
vide LDCs “breathing space” to develop
a viable technological base and to over-
come their constraints.

Unfair consultations

In the week of 20 May, the manner
in which the Chair was conducting the
consultations came under fire from dif-
ferent civil society groups: the Our
World Is Not For Sale coalition
(OWINES), LDC Watch and Electronic
Information For Libraries (EIFL). Letters
from the groups charged that the infor-
mal consultations were unfair and preju-
dicial to the interests of the LDCs.

The letters specifically highlighted
that the allies of the LDCs were not in-
volved in the consultations and that the
negotiations were being conducted to
dilute the legitimate request of the LDCs
although the TRIPS Agreement legally
obliges WTO members to approve the
LDCs’ request for an extension once it
has been submitted to the TRIPS Coun-
cil.

They also charged that the negotia-

tion process facilitated the inclusion of
conditionalities in the extension decision
that would greatly minimize or nullify
the benefit of the transition period.

OWINFS and LDC Watch, in their
open letter to the Chair, stressed that he
had a “solemn duty to ensure that the
terms of the extension decision do not
violate WTO rules or conflict with the
rationale and the full rights LDCs are
entitled to under Article 66.1 of the TRIPS
Agreement”.

EIFL emphasized the need for the
Chair to conduct the consultations with
“fairness and equity”, adding that
“LDCs deserve no less from the rest of
the international community”.

Open-ended meeting

In a bid to bring some transparency
to the informal consultations, an open-
ended meeting was held by the TRIPS
Council Chair on 22 May. The meeting
was attended by the LDCs, developing
and developed countries.

According to trade sources, the
Chair reported that “While we are not
yet there, I sense that we have made
progress.” He referred to the no-rollback
provision as a “gateway issue whose
resolution will affect how the other re-
maining issues can be settled. We seem
to have a landing zone in sight”.

On the duration of the transition
period, the Chair reported that if no-roll-
back can be resolved, then members
might agree on a definite extension pe-
riod, although differences remain on
how long that would be.

During the meeting, Nepal on behalf
of the LDC Group, Morocco on behalf of
the African Group, Saudi Arabia, Nige-
ria, China, Brazil, Bolivia, Mexico, India,
Cuba and South Africa spoke in support
of the LDCs’ request.

Developed countries did not present
reasons for their opposition during this
meeting, trade sources said.

Nepal, in its intervention on behalf
of the LDC Group, highlighted that the
transition period under Article 66.1 is a
critical special and differential treatment
element for LDCs, which was developed
in recognition of the particular situation
of LDCs in terms of their capacity con-
straints and the need to acquire a sound
and viable technology base.

“We are seeking an extension of this
transition period as the situation of LDCs
has not changed significantly since the
last extension decision in 2005 particu-
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larly in terms of meeting the objective of
Article 66.1,” Nepal stressed.

Nepal recalled WTO members’
broad support for the LDC request at the
last TRIPS Council meeting. It also reit-
erated the wide support LDCs have re-
ceived from lawmakers including some
US Congressmen and EU Members of
Parliament, UN development agencies,
civil society and academics.

Nepal stressed that the timeframe
requested by the LDCs is for as long as a
country remains an LDC. It added that
the timeframe sought was reasonable,
predictable and practical in view of the
numerous challenges and constraints
facing LDCs. Nepal also stressed that
LDCs were against the inclusion of any
conditionality in the extension decision.

It further added that developed
countries are “not comfortable” with the
timeframe proposed by the LDCs and
have additionally “stressed on the inclu-
sion of the no-rollback condition”.

It further highlighted that LDCs
must be allowed to exercise maximum
flexibility in the domestic implementa-
tion of laws, but for developed countries,
the transition period is about making
progress towards TRIPS compliance.

“We have not denied compliance.
What we are seeking is the due recogni-
tion of the fact that LDCs do not have
capacity to comply and this capacity
comes with sound and viable technologi-
cal base,” Nepal said.

Nepal stressed that for LDCs to ben-
efit from a transition period, it is impor-
tant to have a long timeframe.

“There needs to be some certainty,
i.e., that the transition period will con-
tinue to be applicable, without condi-
tions that are irrelevant. A short
timeframe will not be helpful. The short
timeframes granted previously have
clearly been insulfficient to develop suit-
able conditions to benefit from [intellec-
tual property] systems,” it added.

On the no-rollback clause, LDCs
said the clause was “antithetical to the
spirit of Article 66.1 as defined in the
preambular text of the TRIPS Agreement
which states: “Recognizing also the spe-
cial needs of the least-developed coun-
try Members in respect of maximum flex-
ibility in the domestic implementation of
laws and regulations in order to enable
them to create a sound and viable tech-
nological base’. The no-rollback clause
does the exact opposite by narrowing the
policy space of LDCs”.

Nepal added that even in 2005, al-

most all LDC delegations that intervened
expressed displeasure about the inclu-
sion of the clause. Negotiators of the
TRIPS Agreement, Nepal further
stressed, never intended for such a clause
to be applicable to LDCs. Had the inten-
tion been to apply the provision to LDCs,
this would have been stated expressly as
in the case of Article 65.5 of the agree-
ment which is applicable to developing
countries, Nepal further said.

It also said that it had suggested the
possibility of working on best-endeav-
our language on no-rollback followed by
a clarification that such provision will
not undermine the flexibilities available
to LDCs under the TRIPS Agreement.

However, the developed countries
then highlighted that their concern is also
about “certainty of compliance” by
LDCs. “And this concerns us,” Nepal
said.

In conclusion, Nepal appealed, “Let
us not send a message that it can be so
difficult for WTO Members to make a
decision in favour of the most
marginalized group of countries — a de-
cision based on precise language of Ar-
ticle 66.1.”

Backing for LDC request

India also supported the LDCs’ re-
quest and stressed that “any artificial
deadline would not help in creating a
sound and viable technological base and
that the decision to extend the transition
period should not be circumscribed by
any conditionalities like a ‘no rollback
clause’ or TRIPS implementation”.

It added that there is opposition to
the LDCs’ request for extending the tran-
sition period for as long as they remain
LDCs, with an offer of five years with
several conditionalities that go against
the intent and spirit of Article 66.1 of the
TRIPS Agreement.

“We are concerned with this state of
negotiations and urge the developed
country Members to restrict the negotia-
tions to the language of Article 66.1,” said
India.

India also said that it remains op-
posed to any reference requiring LDCs
to commit to TRIPS implementation or
compliance when the objective of Article
66.1 is to provide flexibility for LDCs to
establish a viable and sound technologi-
cal base.

It further expressed concern over
“the insistence on the ‘no rollback clause’
which alters the nature of rights that the

LDCs are legally entitled to under the
TRIPS Agreement”, adding that it did
not support such inclusion.

On the duration, India fully sup-
ported the LDCs’ request for an exten-
sion for as long as they remain LDCs, in
view of the extensive development and
technological challenges facing those
countries.

It stressed that LDCs “need time and
policy space to overcome their con-
straints and to develop a viable techno-
logical base”, adding that it opposed
short and impractical timeframes or
timeframes conditioned on review of
LDCs’ progress towards TRIPS imple-
mentation.

It also expressed openness to engag-
ing constructively in this process so as
to achieve the desired outcome.

According to trade sources, South
Africa cited a number of instances where
developed and advanced developing
countries had altered their intellectual
property regimes to make them more
flexible. When there were examples of
“rollback” by more advanced countries,
why were LDCs being asked not to “roll
back”?

Brazil also supported the LDCs’ de-
mands, and added that this is an area
that is extremely important where the
WTO has to deliver for those most in
need.

Informal consultations between de-
veloped countries and the LDCs are
likely to continue until an agreement is
reached. The next session of the TRIPS
Council on 11-12 June is expected to take
a formal decision on the matter.
(SUNS7590) m]
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World Bank seeks to eradicate
poverty ... by lowering the bar

Roberto Bissio argues that the World Bank’s goal of eliminating extreme
poverty within a generation is effectively a non-starter.

MONTEVIDEO: In a highly publicized
speech, World Bank President Jim Yong
Kim announced in April that the new
“highly ambitious” target of his institu-
tion will be “ending extreme poverty in
the world by 2030”.

This would require three factors: “an
acceleration of the growth rates”, “efforts
to enhance inclusiveness and curb in-
equality” and “it will require that poten-
tial shocks — such as climatic disasters or
new food, fuel, or financial crises — be
averted or mitigated”.

This would be a “historic opportu-
nity in front of us”, the World Bank Presi-
dent said when making the announce-
ment at Georgetown University, an in-
stitution “engaged in preparing the lead-
ers of the future”.

Those future leaders were reassured
by Kim that “we are at an auspicious mo-
ment in history” and that developing
countries have “a chance — for the first
time ever — to end extreme poverty
within a generation”.

Historical optimism is healthy, es-
pecially when it comes to inspiring
youth, but to claim novelty when there
is none is like tripping twice over the
same stone.

In 1973, 40 years ago, then World
Bank President Robert McNamara,
former president of Ford Motor Com-
pany and former defence secretary to
Presidents John Kennedy and Lyndon
Johnson, delivered in Nairobi, Kenya, a
solemn speech in which he proposed to
the Board of Governors of the Bank a
“new strategy”.

The “ambitious objective” (sic) of
McNamara was “to eradicate absolute
poverty by the end of this century” (i.e.,
2000). This goal was possible, McNamara
explained, because “if the courageous
decisions are made, then the pace of de-
velopment can accelerate”.

Kim adds ethical arguments to his
economic analysis: “Is there anyone here
today who would not want to erase this
stain from our collective conscience?”
McNamara had said the same in 1973:
“Should we not make the moral precept
our guide to action? The extremes of

privilege and deprivation are simply no
longer acceptable.”

Four decades apart, the discourses
of Nairobi and Georgetown are very
similar. It has been argued that the
World Bank will now pay more atten-
tion to inequalities, with Kim saying that,
because of unequal distribution, “even
if rapid economic expansion in the de-
veloping world continues, this doesn’t
mean that everyone will automatically
benefit from the development process”.

But McNamara had already noticed,
in 1973, that “despite a decade of unprec-
edented increase in the gross national
product [GNP] of the developing coun-
tries, the poorest segments of their popu-
lation have received relatively little ben-
efit [because] rapid growth has been ac-
companied by greater maldistribution of
income in many developing countries”.

Kim argues today that “ending ex-
treme poverty is not enough. We must
also work to boost the incomes of the
poorest 40% of the population in each
country.” Along the same lines,
McNamara said four decades ago that
“the growth of GNP is essentially an in-
dex of the welfare of the upper income
groups. It is quite insensitive to what
happens to the poorest 40%, who collec-
tively receive only 10-15% of the total
national income.”

While 40 years ago the World Bank
president criticized as “shortsighted” the
“politically privileged elites” that “are
rarely enthusiastic” over fighting pov-
erty, the present World Bank chief hails
that “US President Barack Obama and
UK Prime Minister David Cameron en-
dorsed the vision of ending extreme pov-
erty globally”.

“I cannot believe,” McNamara had
said, “that the people and governments
of the rich nations will turn away in cyni-
cism and indifference.”

The role that the richer nations
would not turn away from, was clearly
spelled out 40 years ago. McNamara said
then: “If the governments of the devel-
oping world — who must measure the
risks of reform against the risks of revo-
lution — are prepared to exercise the req-

uisite political will to assault the prob-
lem of poverty in the countryside, then
the governments of the wealthy nations
must display equal courage. They must
be prepared to help them by removing
discriminatory trade barriers and by sub-
stantially expanding Official Develop-
ment Assistance [ODA].”

Yet, in the following decades, a de-
velopment-friendly trade system never
materialized and ODA never surpassed,
in global terms, half the benchmark (also
promised in 1973) of 0.7% of the GNP of
developed nations.

Thus, Kim presently only promises
that poverty eradication is a goal “which
our partners —our 188 member countries
— will achieve, with the support of the
entire global development community”.
But no detail is given as to what devel-
oped countries ought to do.

Absolutists vs relativists

Considering the past experience,
why is the World Bank now so confident
in reaffirming the old promise? When
McNamara introduced the concept of
“absolute” poverty, he set the line at 30
cents of a US dollar a day and he em-
phasized that “eradicating poverty
means in practice the elimination of mal-
nutrition and illiteracy, the reduction of
infant mortality, and the raising of life-
expectancy standards to those of the de-
veloped nations”.

Adjusted for inflation, those 30 cents
would amount to $1.60 in today’s dol-
lars, but the new line is set at $1.25. And
this will certainly not provide education
and health, but will only be enough to
keep a person from starving, which is the
new definition of “extreme poverty”.

According to the World Bank’s own
projections, if current growth rates are
maintained and inequality does not get
worse, there would be a 90% chance of
achieving this goal by 2030. The message
to the governments of the world is that
nothing needs to change to win this war.

Why are the bells not ringing?
Where are the fireworks celebrating that
humanity is (or will soon be) finally free
from want? People are not rejoicing
around the world because the poverty
measured by the Bank under a fixed line
— which does not move as people rise
above it —is not the poverty that the pub-
lic perceives.

“By necessaries I understand, not
only the commodities which are indis-
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pensably necessary for the support of
life, but whatever the custom of the coun-
try renders it indecent for creditable
people, even of the lowest order, to be
without...,” wrote Adam Smith, the
founder of modern economics, in the
18th century.

Smith included a pair of leather
shoes and a linen shirt among those
goods that “the rules of decency” had
made essential, even when in ancient
times the rich paraded happily in togas
and sandals. Smith argued that poverty
is relative, but neoclassical economists
who proclaim themselves his followers
are now supporters of an “absolute” pov-
erty line.

According to Martin Ravallion, who
crunched the poverty estimates of the
World Bank for more than a quarter-cen-
tury, “those who argue that globalization
is good for the poor tend to be overtly
‘absolutist’”.

But ordinary people are “relativis-
tic”. Since 1949, the Gallup Poll has been
asking Americans: “What is the small-
est amount of money a family of four
needs each week to get along in this com-
munity?” The average amount goes up
systematically, year after year, in propor-
tion to national income.

That means that if the $1/day line
was correct in 1990, this line should now
be located far above $2, as the world per
capita income has more than doubled
between 1990 and 2010. Those who live
on less than $2 a day currently number
more than half of the world’s population.
To eradicate this poverty is still possible,
because the average global income now
equals about $30 per day per person. But
wealth is very unequally distributed, as
the Bank already knew decades ago, and
to fight against relative poverty does re-
quire major changes in societies.

Gordon Fisher, a leading statistical
expert from the US Department of
Health, has analyzed the evolution of the
poverty lines in a dozen countries and
his conclusion is that they all moved his-
torically in proportion to income.

In 1938, Carroll Daugherty ex-
plained that “a standard budget worked
out in the [1890s], for example, would
have no place for electric appliances,
automobiles, spinach, radios, and many
other things which found a place on the
1938 comfort model. The budget of 1950
will undoubtedly make the present one
look as antiquated as the hobble skirt.”

Paradoxically, the advocates of glo-

balization celebrate the speed of techno-
logical change it brings, on the one hand,
and, on the other, insist on counting as
“not poor anymore” those who exceed a
fixed line of minimum consumption
which is less and less in relation to total
consumption.

Fisher observes that “before about
1965, the people who developed (and
studied) poverty lines were largely ad-
vocates of the disadvantaged rather than
theoretical social scientists; they in-
cluded social workers, employees of
state bureaus of labour statistics, labour
union representatives, home economists,
and employees of federal social agencies,
with economists being only one of a
number of elements in the mix. How-
ever, that situation changed with the
beginning of the War on Poverty in 1964.
Poverty studies became a distinct field
as such, and economists began to get in-
volved in poverty line studies in large
numbers. People who had been involved
in poverty line studies during the ear-
lier period gradually retired and/or
died. As the earlier groups were gradu-

ally replaced by economists, it appears
that the history and traditions of the ear-
lier groups tended not to be transmitted
to the newcomers. As a result, much of
the knowledge about the income elastic-
ity of the poverty line was lost to those
who are now studying poverty lines.”

Thus, the high-sounding goal of
“poverty eradication in a generation” is
only forecasting that by 2030 there will
be less than 10% of the global popula-
tion living under an income that 60 years
before (in the 1970s) would have been a
bare minimum.

Meanwhile, Christine Lagarde,
Managing Director of the International
Monetary Fund, the sister institution to
the World Bank, seems to align herself
with the relativists in this debate, and she
announced on 15 May, in a major speech
on poverty eradication, that the top 0.5%
of the population now holds 35% of the
wealth of the world. And inequalities are
still rising. (SUNS7590) a

Roberto Bissio is the Executive Director of the
Third World Institute based in Uruguay and co-
ordinator of Social Watch.

US accused of “corporate diplomacy”

for biotech industry

The US is using its diplomatic clout to promote the interests of the
controversial biotechnology industry, according to a new report by a

consumer watchdog.

by Carey L Biron

WASHINGTON: A consumer protection
group here is accusing US diplomats of
engaging in a concerted and at times
forceful advocacy campaign on behalf of
genetically modified seeds and even spe-
cific biotechnology companies, particu-
larly aiming to influence governments in
developing countries.

In areport released on 14 May, Food
& Water Watch (FWW) offers new re-
search suggesting that the US State De-
partment over the past decade has of-
fered centralized directives to US embas-
sies to promote biotech products and
respond to industry concerns.

US diplomats were reportedly told
to work to change negative public per-
ceptions on biotechnology — going so far
as to target high-school students in Hong
Kong — and to push governments in de-
veloping countries to create laws
friendly to the industry.

“Between 2007 and 2009, the State
Department sent annual cables to ‘en-
courage the use of agricultural biotech-
nology,” directing every diplomatic post
worldwide to ‘pursue an active biotech
agenda’ that promotes agricultural bio-
technology, encourages the export of
biotech crops and foods and advocates
for pro-biotech policies and laws,” the
report notes.

“The State Department views its
heavy-handed promotion of biotech ag-
riculture as ‘science diplomacy,” but it is
closer to corporate diplomacy on behalf
of the biotechnology industry.”

The conclusions come after research-
ers looked through a sampling of diplo-
matic cables from 113 countries dating
from 2005 to 2009, released as part of the
WikiLeaks 2010 data dump. According
to a survey of nearly a thousand cables,
FWW reports that the number of diplo-
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matic missives discussing biotechnology
rose each year, from 106 references in
2005 to 254 in 2009.

“Biotech is such a controversial
policy — even here in the United States,
where campaigns are currently under-
way in over 20 states to require labelling
of foods with genetically modified ingre-
dients,” Darcey O’Callaghan, the inter-
national policy director at Food & Wa-
ter Watch, told Inter Press Service (IPS).
“In such a situation, why would this be
a central tenet of US development and
foreign policy?”

She notes that little change in policy
took place after President Barack
Obama’s administration took over.

More than a decade and a half after
genetically engineered (GE) crops were
first introduced in the United States,
during the mid-1990s, by last year just
five countries are said to have been grow-
ing nearly 90% of all biotech crops. That’s
a potentially lucrative market for the in-
dustry.

“Although the US commodity crop
market is nearly saturated with biotech
seeds, most of the world remains
biotech-free,” the report states. “The seed
companies need the power of the US
State Department to force more coun-
tries, more farmers and more consum-
ers to accept, cultivate and eat their prod-
ucts.”

The State Department says it has not
yet reviewed the new report.

“Itis important to note that the State
Department works to ensure market ac-
cess for all US agricultural products, in-
cluding organic, conventional and GE
crops,” a spokesperson told IPS. “We
work in partnership with agencies across
the federal government to promote
biosafety regulatory systems in develop-
ing countries to enhance access to new
agricultural technologies.”

The department says it supports the
adoption of transparent and science-
based regulations in other countries,
which it suggests works to increase mar-
ket access for US products while also
promoting innovation in developing
countries. In addition, US policy cur-
rently sees biotechnologies as an impor-
tant tool for making strides against glo-
bal hunger.

“Agricultural production will need
to increase by 60% or more by 2050, as
the global population goes from seven
billion to nine billion people,” the
spokesperson said.

“New technologies are critical to
achieving this goal in a more sustainable
manner, using less land, less water, less

fertilizer and fewer pesticides. The chal-
lenge is enormous if we are to feed a
growing world with fewer inputs in the
midst of climate change.”

Yet critics have long held that the
use of genetically modified seeds yokes
farmers to agribusinesses, requiring on-
going purchases of company-specific in-
puts.

“ An overwhelming number of farm-
ers in the developing world reject biotech
crops as a path to sustainable agricul-
tural development or food sovereignty,”
Ben Burkett, president of the National
Family Farm Coalition, an advocacy
group, said on 14 May. “The biotech ag-
riculture model using costly seeds and
agrichemicals forces farmers onto a debt
treadmill that is neither economically nor
environmentally viable.”

In addition, FWW points to evidence
that GE products do not necessarily de-
liver on the promises made by their pro-
moters.

“Biotech agriculture is uniquely un-
suited to the farmers of the developing
world,” the report states. “[But] there are
a host of promising, lower-impact agri-
cultural approaches that have been
shown to increase productivity, maxi-
mize economic return for farmers and
enhance food security.”

Opposition to GE foods

None of the WikiLeaks cables used
in the FWW research were secret. Fur-
ther, the State Department’s focus on bio-
technology is already fairly well known,
while the agency’s mandate to promote
US interests abroad is an inherent re-
sponsibility.

Rather, critics” concerns revolve
around the seemingly forceful use of US
diplomatic strength to push narrow in-
terests on an issue that not only has po-
tentially lasting implications but also re-

mains under intense debate.

Consumers in the European Union,
for instance, have been repeatedly found
to oppose genetically modified crops,
and EU countries have been at the fore-
front of requiring the labelling of foods
with GE ingredients.

Indeed, FWW points to a State De-
partment memo that specifically aimed
to attempt to “limit the influence of EU
negative views on biotechnology”. (In
2006, the World Trade Organization
backed the United States in ruling that
an EU ban on the import of GE foods was
illegal.)

Further, while legislative action has
lagged in most developing countries,
broad-based civil society opposition has
been widely documented. Late last year,
Peru and Kenya both imposed bans on
the import of genetically modified foods,
while Nigeria was reportedly consider-
ing following suit, citing lack of scien-
tific consensus on the long-term impact
of GE materials.

In November, some 400 civil society
organizations urged the African Union
toimpose such a ban on a continent-wide
basis.

FWW’s O’Callaghan says the new
evidence highlights a “conflict of inter-
est” in the State Department, which is
tasked with promoting US interests
abroad while simultaneously housing
USAID, the government’s main foreign
aid agency.

“USAID is ostensibly a development
organization,” she says. “But when you
put those two interests — development
and corporate priority — side by side,
which do you think will win out?”

FWW is urging the imposition of a
“firewall” around US development ef-
forts, warning that pushing a “pro-cor-
porate agenda in the guise of foreign
policy is misguided and undermines the
US image abroad”. (IPS) a
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