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by Kanaga Raja

GENEVA: While some progress is being
made, “at the current pace we simply are
not going to meet our target of having
all landing zones clearly identified by the
end of October”, WTO Director-General
Roberto Azevedo told an informal meet-
ing of the Trade Negotiations Commit-
tee (TNC) on 30 September.

With barely 20 working days re-
maining (to end-October), things were
going to have to change, and “the
amount of ground to be covered is still
very large”, he added.

Azevedo was reporting, in his ca-
pacity as Chair of the TNC, on the sec-
ond round of consultations in the Room
E/D format held in the past week on the
three issues on which agreement is slated
to be reached at this December’s WTO
Ministerial Conference in Bali: trade fa-
cilitation, some elements of agriculture,
and development/LDC (least developed
country) issues. The “Room E” and
“Room D” meetings have involved some
30-50 delegations at “ambassador plus
one” level, i.e., each delegation is repre-
sented by its ambassador and one senior
official from the capital or, in his/her
absence, a capital-based expert.

The Director-General had reported
on the first round of intensive consulta-
tions held earlier in September at an in-
formal TNC meeting on 23 September.

On the additional advances mem-
bers had made since then, the Director-
General told the 30 September TNC
meeting that in a nutshell, “I continue to
be encouraged by the level of the engage-
ment and the efforts being made to move
our work forward. But we are not mov-
ing fast enough and things will need to
change – and change quickly – if we are
to achieve our objective of success in
Bali.”

Summing up the second round of
discussions in the Room E/D format,
Ambassador Faizel Ismail of South Af-
rica told the South-North Development
Monitor (SUNS): “I think it’s very incon-
clusive at this stage.” The Director-Gen-
eral has worked very hard on each of the
three pillars, but on each of them “the

gaps remain very wide”.
Going through the three pillars of a

possible Bali package, Faizel said that on
trade facilitation, even on Section I (on
commitments), which is where the main
disciplines are, many of the issues still
remain to be resolved. “And we have not
yet found language that is acceptable to
the poorer countries in Section II of the
text [on provisions on special and differ-
ential (S&D) treatment relating to devel-
oping and least developed countries].”

On the development issues, the
South African trade envoy said that
“there still is no real movement on the
issues of importance to the LDCs”, such
as duty-free quota-free (DFQF) market
access for LDC products and cotton.

On the agriculture pillar, he said that
“on issues that we thought we had made
some progress like TRQ [tariff rate
quota] administration, we now realize
that there is going to be a big political
problem because of the new issues raised
by the United States on special and dif-
ferential treatment for countries like
China.”

On the proposed due-restraint or
“peace clause” mechanism relating to the
food security concerns of developing
countries, Faizel said that some progress
was made on starting to formulate a
mechanism on the peace clause.

He added, however, that “when we
started getting into the details, we real-
ized that there is still quite a long way to
go before we can really complete the
technical exercise and get to the political
issues which have to do with the time
period for this peace clause”, whether it
will be temporary and whether it will
lead to and be part of a permanent solu-
tion eventually.

“So, even on that issue, we still have
some way to go,” he said.

According to one trade source, there
was no balance from the beginning in the
proposed Bali package.

On trade facilitation, the source
noted that even the members of the so-
called Colorado Group, which comprises
some developed and developing coun-
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tries and includes the US and the Euro-
pean Union, have not agreed amongst
themselves on key issues such as the
single window, authorized economic
operators, advanced rulings and transit.
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In his statement at the informal TNC
meeting on 30 September, the Director-
General reported that the focus of the
work in the second phase of the Room D
and E consultations “has been to make
advances where we can, on the most criti-
cal issues. In the past week, we had four
sessions (that is four half-days or two full
days) on trade facilitation, a session on
the monitoring mechanism and a session
on the G33 food security proposal.”

In addition, consultations were also
held by chairs of the relevant negotiat-
ing groups in different settings to help
efforts in the Room D/E format.

As to what additional advances have
been made, the Director-General said
that in a nutshell, “I continue to be en-
couraged by the level of the engagement
and the efforts being made to move our
work forward. But we are not moving
fast enough and things will need to
change – and change quickly – if we are
to achieve our objective of success in
Bali.”

On the development pillar, the TNC
Chair said that members continued their
deliberations on the monitoring mecha-
nism, taking up three issues:

(i) the frequency of meetings of the
mechanism, that is, how often it should
necessarily meet each year and how, if
required, members could convene addi-
tional meetings;

(ii) the non-negotiating character of
the mechanism, the deliberations of
which would not impact the legal nature
of members’ rights and obligations, not-
withstanding its ability to make recom-
mendations for initiating negotiations,
and

(iii) the focus of the review in the
mechanism, that is, how broad its review
should be, focusing not only on the ef-
fectiveness of the implementation of the
provisions, but also on the reasons for
any shortcomings, including the provi-
sion itself.

Azevedo said: “Discussions have
been positive and we have managed to
close a number of conceptual gaps. The
Chair and I shared some language on all
three elements, which Members were
willing to consider as a basis of future
work. This is necessarily a difficult con-

versation, but we are pointed in the right
direction.”

Regarding the revised submission
from the LDCs on preferential rules of
origin, he reported that the facilitator,
Ambassador Smidt, began his consulta-
tions in the week of 23 September.

“I understand that there is broad
convergence among Members to work
out a meaningful outcome on rules of
origin associated with LDC preference
schemes. I am optimistic about the cur-
rent engagement and the progress that
we can make. However, I would like to,
once again, take this opportunity to urge
Members to continue to engage in a con-
structive manner so that this work is ac-
complished in time for Bali.”

He added that he is also fully aware
of the other deliverables being sought by
the LDCs and “we will pursue these re-
maining issues under the LDC package”.

On the two areas of cotton and the
operationalization of the services waiver,
he said that members are awaiting spe-
cific proposals from the LDCs, while on
DFQF market access, he urged LDCs as
well as other interested members to re-
flect upon what is doable before Bali.
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Work on agriculture has continued
on various fronts, the TNC Chair said,
noting that consultations have continued
in the Room D format on the G33 pro-
posal concerning public stockholding for
food security and domestic food aid, and
that the chair (of the agriculture nego-
tiations) has also held consultations on
the G20 proposals on export competition
and on TRQ administration in different
settings.

On the discussions on the G33 pro-
posal, Azevedo said that the consulta-
tions in the week of 23 September con-
centrated on two elements of the interim
(due restraint) solution: Element 4 (trans-
parency and reporting) and Element 5
(safeguards to minimize the distorting
effects).

The earlier discussions on Element
4 had indicated the need for additional
information specific to the public stock-
holding food security programmes on
the part of those that intend to benefit
from the peace clause. These would
complement the regular domestic sup-
port notifications. There had also been
support for developing a template that
members wishing to benefit from the
provision could be asked to complete, he
reported.

Therefore, to advance the discus-
sions on transparency further, draft tem-
plate elements were circulated to mem-
bers, and these included: (a) the descrip-
tion of the programme for which flexibil-
ity is being sought; (b) measures in place
aimed at minimizing any production or
trade-distortive effects; (c) statistical in-
formation; and (d) ongoing reporting
requirement.

Members had the opportunity to
clarify and debate all these elements of
the template one by one, he said.

On Element 5 on safeguards, the
TNC Chair reported that there has been
less work on this element than on trans-
parency. Therefore, the debates were
more conceptual in nature and were
looking at deepening the discussions
about what would be doable or not.

“Many Members underlined again
the trade-distorting potential of these
programmes, as well as their potential
impact on the food security of other
Members. Calls were made to be practi-
cal when handling the issue, not to over-
engineer the response and to look at the
relationship with existing WTO provi-
sions.”

[At the regular (non-negotiating)
meeting of the WTO Agriculture Com-
mittee in the week of 23 September, some
agriculture exporters, in particular
Canada, the US and Pakistan, were re-
ported by trade officials as “expressing
concerns” and seeking clarifications
from India over its public stockholding
for food security and distribution from
such stocks to the poor, in particular on
rice and wheat. Questions were also
asked on the recently announced stock-
holding of rice in Thailand, soybeans and
other products in Indonesia, and cotton
in China.

[Meanwhile, food aid deliveries re-
main at their lowest levels since 1990
despite a slight increase in 2012 to 4.1
million tonnes, the committee heard. The
figures from the World Food Programme
were cited in a WTO secretariat docu-
ment presented to the committee as part
of its annual monitoring of the situation
for net food-importing developing and
least developed countries.

[Food security, trade officials said,
remains a concern as the world recovers
from the 2007-08 food crisis, and new in-
ternational initiatives continue to be cre-
ated, including the “Zero Hunger Chal-
lenge” adopted by the UN High-Level
Task Force on the Global Food Security
Crisis in January 2013.

[In other contributions, the UN Food
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and Agriculture Organization reported
slight declines in countries’ expected
food import bills in 2013, both globally
and among least developed and low-in-
come food deficit countries. However,
the declines were more modest for cere-
als and oilseeds than for vegetable oils
and animal fats, while dairy products
and meat were increasing, FAO said.

[On stockholding and domestic sup-
port, trade officials said, India was ques-
tioned at the committee about its new
Food Security Bill as it applies to rice and
wheat, but declined to comment at this
stage on the target purchase quantities
and the effect on markets because the bill
has not yet been implemented. Canada,
Pakistan and the US were among the
countries seeking information.

[Thailand was asked about its rice
subsidies under a “paddy pledging”
scheme – unmilled rice (paddy) is used
as collateral for loans, which farmers can
forfeit if prices do not meet the target.
Thailand was pressed to notify the do-
mestic support given under the scheme
but said information-gathering is being
coordinated by its government agencies
and more time will be needed to notify
it. Countries expressing concern for both
“systemic” reasons (whether Thailand
would exceed its limit and when it
would share information) and market
reasons (whether released stocks would
depress prices) were Canada, the US,
Australia, Pakistan and the EU, said
trade officials.

[China was asked about its cotton
support, and responded that the infor-
mation was available on its website, and
the cotton bought would not be exported
but used domestically.

[Several of the nations asking for
notifications appear to be themselves
lagging. Information made available at
the committee showed that on the mat-
ter of notifications, the backlog of notifi-
cations not received has increased
slightly since the last meeting in June.
Almost half (44%) of notifications on
domestic support, the most complicated
area of work, are overdue, while 40% of
notifications on export subsidies are
overdue. – SUNS]

On export competition, the chair of
the agriculture negotiations held a con-
sultation on 26 September, Azevedo said.
He added that these discussions consti-
tuted a useful step in the process towards
the identification of a realistic and cred-
ible outcome on export competition in
the Bali package.

On one hand, he stressed, the de-
bates confirmed that “clear divergent

views” remain at this stage between
members on the two following topics:
first, whether a step forward on export
competition disciplines, of the kind pro-
posed in the G20 proposal, could be part
of a realistic outcome for Bali; second,
how the whole pillar of export competi-
tion should or could be addressed in Bali,
including areas such as export credits,
export credit guarantees or insurance
programmes, state trading enterprises
and food aid.

“On the other hand, Members
started engaging more in depth with a
view to identify the possible content of
some elements on which growing con-
vergence could emerge.”

On the TRQ administration pro-
posal, the Director-General reported that
many members continue to see this pro-
posal as one that could realistically be
part of a balanced outcome at Bali. Con-
sultations have confirmed that the trans-
parency elements of the TRQ adminis-
tration proposal are generally acceptable
to members. “Still, the S&D treatment
proposed in the underfill mechanism
remains unresolved and with divergent
views.”
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On trade facilitation, the TNC Chair
said that work continues to intensify,
covering several negotiating tracks. “We
had a series of meetings last week, both
as part of the Room D process and in the
framework of activities by the Friends of
the Chair. I have also been consulting
delegations bilaterally.”

In the Room D format, all pillars of
the draft consolidated text were covered,
and the discussions touched upon vari-
ous elements of Articles 3 (advance rul-
ings), 4 (appeal or review procedures), 7
(release and clearance of goods), 10 (for-
malities connected with importation and
exportation and transit) and 12 (customs
cooperation) as well as on Section II
(S&D provisions for developing and least
developed countries).

Within the first section, the TNC
Chair said that special time was given to
the issue of customs cooperation as an
area requiring more work.

“Taken together, this work allowed
us to make good progress on the Draft
Text. In some areas, we were even able
to find common ground on how a respec-
tive provision would read. At the same
time, it became very clear that there is a
considerable amount of work still ahead.
It is also uneven in that there are parts
which are more advanced than others,

especially on the crucial elements of S&D
and customs cooperation, which are
clearly less developed than many other
parts of the Draft Agreement.”
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On the forward process, Azevedo
said: “I continue to be encouraged that
we are making some progress – but at
the current pace we simply are not go-
ing to meet our target of having all land-
ing zones clearly identified by the end
of October. Things are going to have to
change. Barely 20 working days remain,
yet the amount of ground to be covered
is still very large. However, I am con-
vinced that it is not impossible.”

On what needs to be done, the Di-
rector-General said that firstly, political
engagement of capitals is becoming in-
creasingly critical.

“This is why today I am sending a
letter to each of your Ministers to em-
phasize the need for their personal and
active engagement in the process from
now on. Ministers and Senior Officials
need to give you the additional room you
need to genuinely look for convergence
in each of the three areas. I am also ask-
ing your Ministers to consider the big-
ger picture – the fate of our negotiating
arm and with it, the DDA [Doha Devel-
opment Agenda]. But more importantly,
as I have repeatedly stressed, at stake is
the credibility of the multilateral trading
system itself. I am also underlining that
the Geneva process is very much alive,
but that the time available to show re-
sults is increasingly limited,” the Direc-
tor-General told the members.

He added: “Let me be clear. We need
to stand by our end of October target –
too often I have seen such deadlines
come and go – but time does not allow
this now. This is necessary for proper fi-
nalization of our work in November. But
it means that from now on, we have to
count every day as a working day.”

In this context, he said that he is ask-
ing the three chairs, LDC facilitator and
Friends of the Chair on Trade Facilita-
tion to operate on a continuous basis over
these two weeks. Intensive consultations
in a variety of formats, aimed at deepen-
ing and extending convergence and rap-
idly closing gaps, should be undertaken.

“I equally request Ambassadors and
your necessary officials to be continu-
ously available. In short, negotiators
should be on call on a permanent basis.”

“We will then be in the final count-
down mode from the week of 14 Octo-
ber to the end of the month. We will com-
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mence this phase with a meeting of the
TNC on 14 October which I will confirm
in due time. As I said, we will have to
realistically assess our prospects for suc-
cess in Bali and set the course for the fi-
nal stretch. How precisely we do this will
depend on the progress that can be made
between now and 14 October,” he
stressed.

According to trade officials, Nepal
(on behalf of the LDCs), Venezuela, Mo-
rocco (for the African Group), Jamaica
(for the African, Caribbean and Pacific
Group), the Solomon Islands, Ecuador
and Benin (for the Cotton-4 group) spoke
following the statement by the TNC
Chair.

Nepal, on behalf of the LDCs, said
that “we need to be mindful of the bal-
ance that we have always stressed on.
The Bali outcome cannot serve the inter-
ests of some Members and leave others,
especially the most vulnerable, behind.
It should be the result of balanced
progress on all pillars.”

Stressing that LDC issues should be
given priority, it said that Bali will have
no meaning if it does not deliver for the
LDCs, highlighting in this context an
early harvest package for Bali on low-
hanging issues.

Nepal underlined that LDC issues
have always been defined as low-hang-
ing and as the best candidate for any
early harvest package. “If we are not

ready to accept LDC issues as doable,
one may wonder what other issues could
be doable? Let us be mindful of the mes-
sage the rest of the world will receive if
Bali forgets LDCs.”

“Balance does not seem to appear
yet in our focus and definition of
doability,” said Nepal, explaining that
members have focused so much on trade
facilitation. “We have said time and
again that this is not an agenda LDCs
advanced in these negotiations.”

Noting that the LDCs have construc-
tively engaged and have not challenged
its doability, it said that this flexibility
on the LDCs’ part has not been recipro-
cated when LDCs come up with a pro-
posal with maximum calibration of am-
bition.

“Imagine how much reform of leg-
islation, domestic practices and invest-
ment will be required to implement the
disciplines we are developing under
trade facilitation to facilitate trade in
which LDCs have negligible share. They
will create immediate obligations for
us...,” it said, adding that the LDCs had
not said no to the process.

However, when the LDCs came up
with their proposal, some members are
hesitant, it further said, referring as an
example to rules of origin, where it said
that the LDCs made a big compromise
and provided a very brief text to mem-
bers. (SUNS7666)����������������������������������
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by Martin Khor

Food is one of the most important and
emotive of all issues.  As consumers, we
can’t survive without it. Agriculture also
employs the most people in most devel-
oping countries. Ensuring farmers have
enough income is key to development
and social stability. Some countries that
did not achieve this have faced first ru-
ral disgruntlement and then upheaval.  

Increasing food self-reliance is a goal
in many countries. Food security became
a high priority after global food prices
shot up to record highs in 2008, and there
was a near-scramble for supplies of some
food items including rice because of po-
tential shortages.

Also, reducing and eventually elimi-
nating hunger worldwide is one of the
key development goals adopted by gov-

ernments at the United Nations.
Against this background, there is a

remarkable discussion now taking place
at the World Trade Organization as part
of preparations for its Ministerial Con-
ference in Bali in December.

Developing countries grouped un-
der the G33 are asking that their govern-
ments be allowed to buy food from their
farmers, stock the food and distribute it
to poor households, without this being
limited by the WTO’s rules on agricul-
tural subsidies.

However, their proposal is facing
resistance, mainly from some major de-
veloped countries, especially the United
States, whose ambassador told the WTO
earlier this year that such a move would
“create a massive new loophole for po-

tentially unlimited trade-distorting sub-
sidies”.

This clash is an outstanding example
of how the agriculture rules of the WTO
favour the rich countries whilst punish-
ing the developing countries, including
their poorest people.   

�	�����	�
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It is well known that the greatest
distortions in the trading system lie in
agriculture. This is because the rich coun-
tries asked for and obtained a waiver in
the 1950s from the liberalization rules of
the GATT, the predecessor of the WTO.
They were allowed to give huge subsi-
dies to their farm owners, some of whom
do not even carry out farm activities, and
to have very high tariffs.

When the WTO was set up, it had a
new agriculture agreement that basically
allowed this high farm protection to
continue. The rich countries were
obliged only to reduce their “trade-dis-
torting subsidies” by 20% and could
change the nature of their subsidies and
put them into a “Green Box” containing
subsidies that are termed “non-trade-dis-
torting or minimally trade-distorting”.

There is no limit to the Green Box
subsidies. So the trick played by the rich
countries has been to move most of their
subsidies to the Green Box, including
subsidies that are not directly linked to
production or that are tied to environ-
mental protection. But studies have
shown that the Green Box subsidies are
in fact trade-distorting as well.

With this shifting around, the rich
world’s subsidies have been maintained
or actually soared. WTO data show that
the total domestic support of the United
States grew from $61 billion in 1995
(when the WTO started) to $130 billion
in 2010. The European Union’s domes-
tic support went down from 90 billion
euros in 1995 to 75 billion euros in 2002
and then went up again to 90 billion eu-
ros in 2006 and 79 billion euros in 2009. 

A broader measure of farm protec-
tion, known as total support estimate,
shows the rich OECD countries’ agricul-
ture subsidies soared from $350 billion
in 1996 to $406 billion in 2011.

The effects of continuing rich-coun-
try subsidies have been devastating to
developing countries. Food products
selling at below production cost are still
flooding into the poorer countries, often
eating into small farmers’ incomes and
livelihoods.

Ironically the developing countries,
already the victims of the rich world’s
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Eurozone crisis could spill over into
developing world

The industrial countries’ economic woes
may end up also hurting the developing
world, economists caution.

by Thalif Deen

NEW YORK: When the global economy
was hit by a severe recession in 2008-09,
the negative fallout impacted heavily on
the world’s developing nations, hindering
the United Nations’ key development
goals, including plans to halve extreme
poverty and hunger worldwide by 2015.

The current sovereign debt crisis,
spreading mostly across the eurozone
(EZ) and threatening the economies of
several Western nations, including
Portugal, Ireland, Greece and possibly
Spain and Italy, will sooner or later
undermine the developing world, warn
economic analysts and academics.

Shrinking markets and potential cuts in
development aid, which followed the
2008 crisis, could repeat themselves.

Mauro Guillen, director of the Lauder
Institute at the Wharton School of
Business at the University of Pennsylva-
nia, told Inter Press Service (IPS) the EZ
crisis would affect developing countries in
several ways.

First, he pointed out, the EZ is a huge
market, so anybody exporting manufac-
tured goods or commodities would suffer.

“The EZ is also a big investor. If Euro-
pean companies feel less confident, they
could delay investments,” he said.

And, finally, a structural/existential crisis
in the EZ would provoke turmoil in global
financial markets, which would hurt
developing countries as well, said
Guillen, a management professor and an
international expert on global economic
affairs.

The current crisis, according to econo-
mists, is focused not on consumer debt
but on government debt.

The most drastic measure would be to
force countries such as Portugal and
Greece to voluntarily leave the EZ to
avoid a major calamity to the common
European currency, the euro. The euro is
used by over 332 million people in 17 of
the 27 member countries of the European
Union (EU).

With the exception of Germany, most

subsidies, are themselves not allowed to
have the same huge subsidies, even if
they can afford it.

The reason is that the agriculture
rules say that all countries have to cut
their distorting subsidies. So if a devel-
oping country has not given subsidies
before, they are not allowed to give any,
except for a small minimal amount (10%
of total production value).

In other words, if you have given
$100 billion in subsidies, you have to
bring them down to $80 billion and you
can transfer the rest to the Green Box,
but if you haven’t given any before, you
cannot give one dollar, except for the
minimum allowed.   

This is where the present WTO con-
troversy comes in. The developing coun-
tries are asking that food bought from
poor farmers and given to poor consum-
ers should be considered part of the
Green Box without conditions.

The present rule sets an unfair
condition: that any subsidy element in
this purchase scheme should be consid-
ered a trade-distorting subsidy which,
for most developing countries, is limited
to the minimum amount (10% of produc-
tion value). Other Green Box subsidies,
which developed countries mostly use,
do not carry such a condition.

The developing countries merely
seek to remove the unfair condition that

in effect prevents them from adequately
helping their poor to get sufficient food. 

For example, India’s parliament has
just passed a food bill that entitles the
poor (two-thirds of the population) to
obtain food from a government scheme
that buys the food from small farmers.
But the estimated $20 billion-plus the
government will spend annually may
exceed the small minimum amount of
subsidy it is allowed, because India was
not a big subsidizer before the WTO
rules came into force.

Other developing countries that pro-
vide subsidies to their farmers and con-
sumers, such as China, Indonesia, Thai-
land and Malaysia, may also one day
find themselves the targets of com-
plaints.

For rich countries which are subsi-
dizing a total of over $400 billion a year
to disallow poor countries from subsi-
dizing their small farmers and poor con-
sumers, is an especially bad form of dis-
crimination and hypocrisy. An outstand-
ing case of the pot calling the kettle black!

Whether this controversy can be
settled fairly before the WTO’s Bali Min-
isterial Conference remains to be seen.�

Martin Khor is Executive Director of the South
Centre, an intergovernmental policy think-tank of
developing countries, and former Director of the
Third World Network.
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by Kanaga Raja

GENEVA: Over 300 civil society organi-
zations (CSOs) worldwide on 16 Septem-
ber voiced strong opposition to the
plurilateral negotiations on the proposed
Trade in Services Agreement (TISA), and
called on the participants negotiating the
TISA to abandon these talks.

Just as participants were convening
for a further round of talks in Geneva,
some 341 organizations sent a letter to
governments arguing that the TISA ne-
gotiations largely follow the corporate
agenda of using “trade” agreements to
bind countries to an agenda of extreme
liberalization and deregulation in order
to ensure greater corporate profits at the
expense of workers, farmers, consumers
and the environment.

“Notwithstanding several financial,
economic, social and environmental cri-
ses, the services rules proposed for the
TISA replicate and greatly expand upon
the same rules that ‘discipline’ govern-
ment measures and limit policy space for
regulation, enshrined in the General
Agreement on Trade in Services (GATS)
of the World Trade Organization (WTO)
and free trade agreements (FTAs), which
contributed to those crises,” said the
CSOs.

In their letter, the CSOs urged the
countries participating in the negotia-
tions, grouped under the so-called Re-
ally Good Friends [of Services] (RGF), to
abandon these talks.

The RGF comprises Australia,

Canada, Chile, Colombia, Costa Rica,
Hong Kong, Iceland, Israel, Japan,
Mexico, New Zealand, Norway, Paki-
stan, Panama, Peru, South Korea, Swit-
zerland, Taiwan, Turkey, the United
States, and the 28 member states of the
European Union.

The CSOs also urged those countries
that are not participating in the TISA
talks to register their strong opposition
to the negotiations and “to pledge never
to join any potential future TISA”.

The CSO letter, which was orga-
nized by the Our World Is Not For Sale
(OWINFS) network, was endorsed by
some 42 major international and regional
networks as well as numerous national
organizations worldwide.

Among the international and re-
gional organizations and networks that
signed on to the letter are ACP Civil So-
ciety Forum; Africa Trade Network
(ATN); Arab NGO Network for Devel-
opment (ANND); Asian Peasant Coali-
tion (APC); ATTAC European Network;
Committee for the Cancellation of the
Third World Debt (CADTM); Develop-
ment Alternatives with Women for a
New Era (DAWN); European Federation
of Public Services Unions (EPSU); IBON
International; IndustriALL Global
Union; La Internacional de Servicios
Publicos Americas – ISP Americas; LDC
Watch; Pacific Network on Globalisation
(PANG); Public Services International
(PSI); Transnational Institute; and UNI
Global Union.
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According to the CSO letter, the pro-
posed agreement is the direct result of
systematic advocacy by transnational
corporations in banking, energy, insur-
ance, telecommunications, transporta-
tion, water and other services sectors,
working through lobby groups like the
US Coalition of Service Industries
(USCSI) and the European Services Fo-
rum (ESF).

Pointing out that strong regulation
of and oversight over both public and
private services is crucial for democracy,
the public interest and development, as
well as for the orderly functioning of the
services market, the CSOs said: “We fear
that all of these values and goals would
be seriously undermined by this pro-
posed TISA.”

“Democracy is eroded when deci-
sion-making about important sectors –
such as financial services (including
banking, securities trading, accounting,
insurance, etc.), energy, education,
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healthcare, retail, shipping, telecommu-
nications, legal services, transportation,
and tourism – is transferred from citi-
zens, local oversight boards, and local or
provincial/state jurisdiction to unac-
countable ‘trade’ negotiators who have
shown a clear proclivity for curtailing
regulation and prioritizing corporate
profits.”

The letter underscored that the de-
regulation of the financial sector and
capital which was encouraged in part
through 1990s-era rules of GATS and
FTAs led to the recent global financial
crisis and the ensuing worldwide wave
of recessions.

“The continued suffering by mil-
lions from unemployment and austerity
measures reminds us that financial sec-
tor re-regulation is essential to rebuild
stability and forestall future financial and
economic crises,” the signatories said.

The CSOs denounced the ambition
of the RGF to bind further service sec-
tors to the deregulatory GATS-like rules
(e.g., in Article XVI on Market Access or
Article VI on Domestic Regulation) while
legislatures move toward re-regulation.

“We further reject any plans to adopt
new cross-sector restrictions on licens-
ing, technical standards and other do-
mestic regulations (even regulations that
affect domestic and foreign businesses
alike) that would surpass the existing
GATS and FTA rules in restricting gov-
ernments’ and parliaments’ right to regu-
late.”

������	����
���

In their letter to governments, the
CSOs strongly condemned the secretive
nature of the TISA talks, in which citi-
zens, parliamentarians, trade unions,
regulating agencies, services users and
other interested parties have limited or
no access to those who are setting nego-
tiating mandates or to negotiations or
negotiating documents, while corpora-
tions set the agenda and have easy ac-
cess to the negotiation documents.

“We insist that in such negotiations
as for the proposed TISA, negotiating
texts must be published, and input from
regulatory agencies, public service pro-
viders and users, parliamentarians, state
and local officials, and civil society or-
ganizations must be regularly invited.
Parliaments and legislatures must set
binding terms for such negotiations,
which must not go into effect without a
full vote of elected officials.”

According to the letter, the proposed
TISA “is an assault on the public inter-

est as it fails to ensure that foreign in-
vestments in service sectors actually pro-
mote public goals and sustainable econo-
mies.”

“We are particularly wary of further
undermining of essential services such
as health care and insurance, water and
energy provision, postal distribution,
education, public transportation, sanita-
tion, and others if they are handed over
to private and foreign corporations mo-
tivated only by profits and available only
to those who can pay market rates.
Therefore, such essential services – in-
cluding those that operate under a pub-
lic/private mix, compete with private
providers, or charge a fee – should not
be subject to any closed-door, unaccount-
able trade negotiations, including the
TISA,” the CSOs asserted.

They further denounced the intent
within the proposed TISA to promote the
liberalization of so-called temporary
movement of natural persons, who are
actually migrant workers, without guar-
anteeing legal protections for their hu-
man and labour rights.

“The movement of workers is out-
side the competence of trade agreements
and must be dealt with as part of the
normative tripartite framework of the
International Labour Organization
(ILO),” they stressed.

The letter further stressed that the
proposed TISA also poses a threat to
countries that are not participating, fur-
ther noting that the European Union and
the United States have made clear that
their intention is to “multilateralize” the
negotiations.

“We call for vigilance against the
determination of the EU and the United
States to set the TISA’s hyper deregula-
tion and privatization agenda as the glo-
bal ‘norm’, and to pressure other coun-
tries into joining, in particular countries
that may accede to the WTO.”

Further, the letter said, it is not a
stretch to consider that once a TISA is
concluded, signatory countries would
try to act as a bloc in services (GATS)
negotiations within the WTO, pushing
other countries to meet the TISA level of
liberalization and deregulation, thus
contradicting the services negotiating
guidelines that WTO members agreed
upon by consensus.

“We further denounce the TISA as
an attempt to advance developed coun-
tries’ corporate wish lists for services
while abandoning commitments made
in the WTO’s Doha Development
Agenda to address developing country
concerns, such as fixing existing asym-

metries and unfair rules on agriculture.”
According to the CSOs, the world is

still recovering from the greatest global
economic downturn in nearly a century,
facilitated by the extreme deregulation
of the financial services industry. It is
clear that strong public oversight over
services is necessary to ensure that the
public interest is prioritized over private
profit.

“We reject the TISA that would
move our countries in precisely the
wrong direction,” they said.

�
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“We call on our affiliates to urge
their national governments to withdraw
from talks on this proposed TISA and to
mobilize workers and communities
against this deal which is an assault on
the public interest,” said Rosa Pavanelli,
General Secretary of PSI, one of the
letter’s signatories, in an OWINFS press
release.

“We believe this deal is about trans-
ferring public services into the hands of
private and foreign corporations moti-
vated only by profit. This will undermine
people’s rights and affordable access to
vital public services such as healthcare,
water and sanitation, energy, education,
social services and pensions, and exploit
common goods and natural resources,”
Pavanelli added.

Inter Press Service (IPS) adds: The
TISA discussions could have particularly
negative ramifications for developing
economies, potentially exacerbating ex-
isting disparities rather than ameliorat-
ing them.

“Services is almost always some-
thing that advanced economies have a
competitive advantage in, wherein most
advanced economies are looking to gain
access to each other’s and developing
markets,” Deborah James, director of
international programmes at the US-
based Center for Economic and Policy
Research (CEPR) and an organizer of the
CSO open letter, says.

“This is not something that will level
the playing field for developing econo-
mies or give them more access to world
trade for development purposes – there
is no ‘trade for development’ model at
work here. This is purely about enrich-
ing corporations that advocate for
greater access.”

She points out that the make-up of
those countries currently negotiating to-
wards a TISA highlights this discrep-
ancy. The vast majority of these countries
are members of the Organization for Eco-
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nomic Cooperation and Development
(OECD), the Paris-based grouping of rich
countries.

On the other hand, just eight gov-
ernments currently in the TISA talks rep-
resent developing economies, and James
says even these tend to skew along es-
tablished ideological lines.

“Look at the countries from Latin
America, for instance – Colombia, Chile,
Panama, Peru, these are all countries that
already have free trade agreements with
the United States,” she says.

“On the other hand, where are the
Brazils or Argentinas – the countries that
are looking at more regional integration
strategies, doing more to rebalance their
economies away from export-led
growth, looking at more domestic and
social spending as a way to grow their
economies? None of those are participat-
ing.”

While timeframes are always com-
plicated when applied to large-scale
trade talks, the organizers of the current
TISA discussions are hoping to show
substantial progress by the end of this
year, when a WTO Ministerial Confer-
ence takes place in Indonesia. Thereaf-
ter, they suggest that a final agreement
could come together as soon as next year.
(SUNS7655)�������������������������������������������

If the rule eventually passes, the
United States would be the only coun-
try to require such disclosure. That may
make sense, however, given that the pay
gap between workers and company
heads is larger here than anywhere else
in the developed world – another indi-
cation of broader inequality that contin-
ues to grow.

On 17 September, the US Census
Bureau released an annual study on pov-
erty that found that both annual median
income and the poverty rate failed to
change over the previous year.

This means that average full-time
workers in the United States are actually
receiving lower compensation than they
were in the early 1970s, according to the
Economic Policy Institute, a think-tank
here.

And in the week of 9 September, a
California researcher published findings
showing that US economic inequality is
currently worse than at any time since
1927.

In looking at tax data, economist
Emmanuel Saez found that, last year, the
top 1% of US earners took in some 19.3%
of all household income, while the top
10% took in nearly half of all income.
(IPS)������������������������������������������������������

                       (continued from page 16)
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by Martin Khor

NEW YORK: A summit of political lead-
ers will be held in September 2015 to
adopt the United Nations’ post-2015 de-
velopment agenda.

This was decided at a UN General
Assembly special event to review the
Millennium Development Goals (MDGs)
held at the UN in New York on 25 Sep-
tember.

To prepare for the summit and its
outcome, an intergovernmental process
will be launched in September 2014, at
the beginning of the 69th session of the
UN General Assembly.

“The final phase of the intergovern-
mental work will culminate in a Summit
at heads of states and governments level
in September 2015 for the adoption of the
post-2015 development agenda,” states
an “outcome document” adopted during
the special MDG event.

“We request the President of the
General Assembly to convene, in a
timely manner, intergovernmental con-
sultations to achieve agreement on orga-
nizational modalities for the Summit.”

The special event on the follow-up
on efforts to achieve the MDGs was con-
vened by the President of the General As-
sembly, Ambassador John Ashe, as part
of the General Assembly events taking
place in New York.

The 25 September event included
speeches by political leaders of govern-
ments and states at the opening session
and in four subsequent roundtables.
Other speakers included ministers, busi-
ness leaders and civil society represen-
tatives. The participants adopted the
outcome document at the end of the
event.

�	�	
�

The timing of the start of the inter-
governmental negotiations for the post-
2015 development agenda (i.e., only in
September 2014, rather than straight-
away) seems to have been decided on to
take into account the present work of
three other processes in the follow-up to
the Rio+20 sustainable development

summit of 2012.
The outcome document acknowl-

edged the Rio+20 follow-up processes
now underway at the Open Working
Group on Sustainable Development
Goals (SDGs), the intergovernmental
committee of experts on sustainable de-
velopment financing, as well as the pro-
cess to develop options for a technology
facilitation mechanism.

“We urge that these processes
should complete their work in a compre-
hensive, balanced and expeditious man-
ner by September 2014,” states the out-
come document.

The sequencing implied is that these
three processes (SDGs, financing and
technology) complete their work in Sep-
tember 2014, and the negotiations for the
post-2015 development agenda would
then begin also in September 2014.

The intention seems to be to avoid
an overlap of the two processes (i.e., the
Rio+20 follow-up and the development
agenda) in the coming year of October
2013 to September 2014.

Of course there is nothing to prevent
governments and their groupings from
holding their own preparatory and in-
formal meetings on the development
agenda in the coming 12 months. How-
ever, the formal negotiating process for
the development agenda is mandated to
begin only in or after September 2014.

Several government delegates have
voiced concern (and impatience) that
whilst the UN secretariat and UN agen-
cies as well as many NGOs and research
institutions have already embarked on
a lot of work on the post-2015 develop-
ment agenda, the governments have yet
to begin work or negotiations on this at
the multilateral UN level.

It seems they have to wait for an-
other year, until September 2014, for the
formal negotiating process to start.

A decision on even this did not come
easily. According to diplomatic sources,
the developing countries under the um-
brella of the Group of 77 and China had
to fight hard to have a negotiated and
agreed outcome for the MDGs special

event of 25 September.
Many developed countries report-

edly only wanted a “Chairman’s sum-
mary”, which would carry much less
weight in the UN and may not have
mandated an intergovernmental process
for the development agenda nor a sum-
mit.

Because an “outcome document”
was agreed to for the 25 September
event, the developing countries could
then put forward their view that the post-
2015 development agenda should have
an intergovernmental negotiating pro-
cess, which means there would be an
outcome document to be agreed to by all
UN member states.

Additionally and importantly, a
summit will now be convened in Sep-
tember 2015 for political leaders to dis-
cuss and adopt the outcome document
of the post-2015 development agenda.
This of course gives a high profile and a
high political weight to the development
agenda and the negotiating process lead-
ing to its adoption.

�������� �������
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In terms of the substantive terms of
reference or framework for the post-2015
development agenda and its negotia-
tions, the following elements were
agreed to in the 25 September outcome
document:

� It will be in parallel with intensi-
fication of efforts to accelerate achieve-
ment of the MDGs.

� It will build on the foundations
laid by the MDGs, complete the unfin-
ished business and respond to new chal-
lenges.

� Reaffirmation of commitment to
the Millennium Declaration, the out-
come document of Rio+20, the
Monterrey Consensus, the Doha Decla-
ration on Financing for Development
and the outcomes of all the major UN
conferences and summits in the eco-
nomic, social and environmental fields.
“We will continue to be guided by the
values and principles enshrined in these
texts,” says the outcome document.

� Reaffirmation of all the principles
of the Rio Declaration on Environment
and Development, including the prin-
ciple of common but differentiated re-
sponsibilities, as set out in principle 7
thereof.

� It should reinforce the interna-
tional community’s commitment to pov-
erty eradication and sustainable devel-
opment.

� The central imperative of poverty
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eradication, commitment to freeing hu-
manity from poverty and hunger as a
matter of urgency.

� It recognizes the intrinsic
interlinkage between poverty eradica-
tion and promotion of sustainable devel-
opment, and stresses the need for a co-
herent approach which integrates in a
balanced manner the three dimensions
of sustainable development.

� This involves working towards a
single framework and set of goals, uni-
versal in nature and applicable to all
countries, while taking account of differ-
ing national circumstances and respect-
ing national policies and priorities.

� It should also promote peace and
security, democratic governance, the rule
of law, gender equality and human
rights for all.

In terms of the process towards the
post-2015 development agenda, the out-
come document of 25 September con-
tains these elements:

� Acknowledging the Rio+20 pro-
cesses, especially the SDGs working
group, the sustainable development fi-
nancing experts committee and the op-
tions for technology facilitation mecha-

�����	����������������������	���������

nism.
� An inclusive and people-centred

post-2015 development agenda, through
a transparent intergovernmental process
which will include inputs from all stake-
holders including civil society, scientific
and knowledge institutions, parlia-
ments, local authorities and the private
sector.

� Over the coming year, the Presi-
dent of the General Assembly will con-
vene events under the theme “The Post-
2015 Development Agenda – Setting the
Stage”.

� The support of the UN system
and the Secretary-General to synthesize
the full range of inputs then available
and to present a synthesis report before
the end of 2014.

� The President of the General As-
sembly to convene intergovernmental
consultations to achieve agreement on
organizational modalities for the sum-
mit.

� The process will culminate in a
summit at the level of heads of state and
government in September 2015 for the
adoption of the post-2015 development
agenda. (SUNS7666)�����������������������������
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by Thalif Deen

NEW YORK: As world leaders from 193
countries evaluated the successes and
failures of the Millennium Development
Goals (MDGs) during high-level meet-
ings and special events here, the United
Nations claimed that extreme poverty
worldwide has been cut in half.

The number of people living on less
than $1.25 a day fell from 47% in 1990 to
22% in 2010, five years ahead of the tar-
geted 2015 deadline, according to the lat-
est figures released by the world body
on 25 September.

But much of the reduction in pov-
erty – amounting to about 700 million
people leaving the ranks of the indigent
– has taken place in countries such as In-
dia, China and Brazil, which have huge
populations. There are 1.2 billion people
still living in extreme poverty in most of
the world’s poorer nations in Africa, Asia
and Latin America and the Caribbean.

But poverty alleviation has also re-
sulted in the rise of a new middle class.

On the negative side, this has trig-
gered mass social protests in Brazil,

China, India, Turkey, Egypt and Tuni-
sia. And this may be an unintended con-
sequence of poverty eradication.

Perhaps more importantly, poverty
alleviation even in these countries may
hit a dead-end soon because of the wide-
spread financial crisis worldwide,  as
currencies collapse and exports shrink.

Martin Khor, executive director of
the Geneva-based South Centre, told In-
ter Press Service (IPS) the analysis on
poverty eradication is valid and makes
good points.

“The reduction of poverty coincided
with exceptional global factors in the first
decade of this century that [are] coming
to an end,” he noted.

The credit boom in developed coun-
tries fuelled trade and economic growth
in developing countries, including com-
modity exports, he said. These countries
also recovered from the financial crisis
of 2008-09 because of the reflationary
policies of rich countries.

“But the Northern economies are in
trouble, as they have changed to auster-

ity policies and the US easy money policy
will have to taper down sooner or later,”
said Khor, a former director of the
Penang-based Third World Network.

Developing countries are now vul-
nerable to lower exports, reduced com-
modity prices and revenues, and capital
outflows, he warned.

In the next few years, Khor said, the
slowdown of growth and possible reces-
sion in some countries and lower com-
modity prices are likely to impact on jobs
and income, while poverty could rise
again.

“It’s happening in Greece already
and could happen in some developing
countries,” he said.
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Winnie Byanyima, executive direc-
tor of Oxfam International, told IPS the
MDGs have been an important force for
development progress over the last 13
years.

“So many people lifted out of ex-
treme poverty in such a short time is an
achievement to celebrate,” she said.

Yet globally, more than a billion
people still live on less than $1.25 a day.

She said progress has been slow or
non-existent where there has been pro-
tracted conflict, or where growth has
been highly inequitable. “Global poverty
is declining but in country after country,
inequality is on the increase,” Byanyima
said. Billions of people are being left be-
hind by economic growth, she noted.

There is an emerging consensus that
high levels of inequality are not just
morally objectionable, but they are also
damaging for social stability and to
growth itself. “These challenges must be
met head-on,” she added.

Without targeted efforts to reduce
gaps between rich and poor, the next set
of global development goals will likely
be unachievable. “A focus on reducing
inequality was a major omission in the
original MDGs. Without it, the next set
of global development goals is almost
certain to fail,” she warned.

A standalone goal to tackle inequal-
ity must be included in a future frame-
work for global development, she said.

Sameer Dossani, advocacy coordina-
tor, Reshaping Global Power at
ActionAid, told IPS the United Nations,
first and foremost, needs to move be-
yond the $1.25-a-day definition of pov-
erty.

“The roots of global crisis are the
incredible concentrations of wealth and
the failure of that money to trickle
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down,” he said.
One way to address the issue of glo-

bal inequalities, he pointed out, is
through reform of the international tax
system. “At the moment we estimate that
as much as $300 billion in tax revenue is
lost to development through a combina-
tion of corporate tax incentives and cor-
porate tax dodging.”

At the country level, he said, coun-
tries can move away from the liberaliza-
tion policies that the International Mon-
etary Fund (IMF) and other institutions
promoted in order to seek some protec-
tion.

At the global level, leaders should
reform the international monetary sys-
tem to reduce dependency on the US
dollar and ensure stability in the inter-
national financial system, said Dossani.

The debate so far has skirted these
fundamental issues. A genuine develop-
ment framework would have tax and in-
ternational monetary system reform at
the top of the agenda, he said, adding
that “these issues can’t be brushed un-
der the carpet.”

#�
��	��	
������	���
����
����$�%�

In a formal declaration – called an
“outcome document” – released on 25
September, world leaders meeting here
at the UN said that with less than 850
days remaining for the achievement of
the MDGs, “We renew our commitment
to the Goals and resolve to intensify all
efforts for their achievement by 2015.”

These goals include the eradication
of extreme poverty and hunger, the
achievement of universal primary edu-
cation, the promotion of gender equal-
ity, the reduction of child mortality, the
improvement of maternal health, the
elimination of HIV/AIDS, malaria and
other diseases, and the protection of the
global environment.

The heads of state and heads of gov-
ernment said they are concerned at the
unevenness and gaps in achievement
and at the immense challenges that re-
main.

“We are resolved that the post-2015
development agenda should reinforce
the international community’s commit-
ment to poverty eradication and sustain-
able development,” the document stated.

The world leaders also decided to
launch a process of intergovernmental
negotiations at the beginning of the 69th
session of the General Assembly next
September “which will lead to the adop-
tion of the post-2015 development
agenda.” (IPS)���������������������������������������
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by Martin Khor

September marked the five-year anniver-
sary of the collapse of Lehman Brothers
that was the immediate trigger for the
United States and global financial crisis.

Lehman was the tip of the
iceberg. Below the surface were many
contributory elements. They include fi-
nancial deregulation and the conversion
of finance from serving the real economy
into a beast that thrived on speculation,
creaming layers off the productive sec-
tors and unsuspecting consumers
through new manipulative instruments. 

The US subprime housing mortgage
crisis was the boil that burst – where
massive loans were given to
homeowners who could not pay, the
loans were securitized and sold to un-
suspecting investors, derivatives magni-
fied the proportions of the crisis, while
the bankers made billions selling very
risky “financial products” as very cred-
itworthy investments. Many collapsed or
collapsing banks in the US and Europe
had to be rescued in bailouts totalling
trillions of dollars. 

The crisis also exposed the deep de-
ficiencies of the global financial system.
The globalization of finance meant a cri-
sis in one part could be quickly transmit-
ted to other parts of the system.

The deregulation of capital flows
caused booms and busts in emerging
economies that received inflows and
then suffered sudden reversals. The lack
of a stable system of currency rates re-
sulted in big fluctuations.  

The lack of an international arbitra-
tion system for resolving sovereign debt
crises meant indebted countries could be
mired in a debt-income death spiral for
years.   
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Five years later, the lessons have not
been learnt with respect to the US, ac-
cording to Princeton University econo-
mist and former US Federal Reserve vice-
chairman Alan Blinder, in a Wall Street
Journal article. The US Dodd-Frank Act
of 2010 was a weak response to the crisis

which, worse, is withering in the poor
follow-up.

“Far from being tamed, the financial
beast has gotten its mojo back and is
winning. The people have forgotten and
are losing,” concludes Blinder, who gives
four examples of how Dodd-Frank is not
working.

First, on mortgages and
securitization, the rule that Wall Street
firms that issue asset-backed securities
retain at least 5% of the credit risk (to
make them cautious on what they
securitize) has definitional escape
clauses that allow exemption for up to
95% of all mortgages. 

Second, the attempt to rein in the
deadly derivatives that were the source
of reckless leverage that blew up in the
crisis, has been woefully inadequate.
Dodd-Frank calls for greater standard-
ization with a safer and more transpar-
ent trading environment – but the law
exempts the vast majority of derivatives,
and the implementation of this already
weak law has run into resistance.

Third, although credit rating agen-
cies were blamed for their role in the cri-
sis by blessing financial junk with top
ratings, the US Congress has so far only
asked for a study to reform the way the
agencies work. The report has come out
but is gathering dust.

Fourth is the attempt to ban banks
from “proprietary trading”, i.e., gam-
bling using their own funds. The so-
called Volcker rule has not been imple-
mented since Dodd-Frank became law
in July 2010 because of resistance from
the banks and bureaucratic squabbles.

Blinder warns that the Dodd-Frank
Act is “taking on water fast” (meaning:
the ship is sinking) and proposes that the
new Federal Reserve chair must move
bureaucratic mountains and fend off
banking lobbyists instead of sympathiz-
ing with Wall Street.

But the tone of his article is pessi-
mistic indeed. We can conclude we can’t
expect effective changes in the US, where
inadequate policy response and rollback
are caused by the strong banking lobby,

the weak bureaucracy and an accommo-
dative Congress and administration.

Five years after Lehman, if the situ-
ation is bad on the regulatory front, it has
worsened in two other areas.

One is in economic policy to counter
the recessionary effects of the financial
crisis. The Keynesian-type reflationary
actions of major economies coordinated
by the G20 (through its London summit
of 2009) did not last long, as conserva-
tive forces hit back with austerity-
centred fiscal policies that seem to rule
today in Europe and the US.

The big economies resorted instead
to a cheap-and-abundant-credit strategy,
the most important of which was the
“quantitative easing” policy of the US
Federal Reserve pumping $85 billion a
month into the banking system.

But critics point out that this is plant-
ing the seeds of a new crisis in both de-
veloped and developing countries. A sig-
nificant outcome was the renewed boom
of speculative capital to emerging econo-
mies, thus continuing the boom-bust
cycle.

This brings us to the worsening in
the second area. Many developing coun-
tries which had recovered fast from the
2008-10 crisis now face new potential
crises. Their economic growth rates are
dropping, their currencies falling, capi-
tal flows are reversing, and prices and
demand for commodities are weakening.

Meanwhile the required reforms in
the global financial system are still lack-
ing: there are as yet no adequate mea-
sures to stabilize currency fluctuations,
to curb cross-border speculative capital
flows, to discipline credit rating agencies,
to reform the system of reserve curren-
cies, to set up a sovereign debt resolu-
tion mechanism, and to assist develop-
ing countries facing financial and trade
shocks.

One bright spot is that developing
countries are taking measures to help
themselves. The Chiangmai Initiative, in
which Asian countries can avail them-
selves of funds to fight off speculative
attacks and fill in gaps in a balance-of-
payments crisis, has been joined with a
similar type of arrangement with $100
billion funding by the BRICS countries
(Brazil, Russia, India, China and South
Africa), announced at the sidelines of the
recent St. Petersburg G20 summit. A
BRICS development bank is also to fol-
low.

It is at times of crisis or impending
crisis that countries are spurred on to
new initiatives to defend themselves.���
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by Samuel Oakford

NEW YORK: The concerns of develop-
ing countries about credit rating agen-
cies (CRAs) risk going unheard as regu-
latory bodies around the world tackle
questions raised after the 2008 financial
crisis.

The Financial Stability Board (FSB)
and the Basel III global accords, formed
in the wake of the crisis, have each called
on governments to reduce their regula-
tory reliance on ratings.

At the recent G20 conference in St
Petersburg, world leaders called for simi-
lar limitations.

During the market collapse, ratings
often proved inaccurate and are per-
ceived by many as negatively contribut-
ing to the cascading series of events of
the past five years.

But while wealthier countries are
quick to recognize a need for redefining
their use in markets like mortgage-
backed securities, the “issues and con-
cerns of many emerging and developing
countries preceded the crisis period”,
according to Merli Baroudi, director and
chief credit officer of finance and credit
risk at the World Bank, speaking before
a UN General Assembly forum on CRAs.

Concerns are mounting that once
more, the specific condition of poorer
countries will be ignored.
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Countries, advanced and develop-
ing, rely on debt financing through the
bond market to foster growth. Sovereign
credit ratings are used by investors to
predict the likelihood that a country will
default on its obligation to pay them an
agreed-upon yield. The higher the per-
ceived risk, the higher the yield.

Ratings are composed of publicly
available economic data coupled with
subjective opinions on a country’s politi-
cal situation. There is a near-consensus
that ratings in some form are necessary
for developing countries to attract inter-
national capital.

Questions remain, however, about
the dependence on the three dominant
CRAs – Fitch, Moody’s and Standard &

Poor’s – all of whom profit handsomely
from the process.

For years, global and national regu-
lations as well as internal firm policies
dictated that many investors could only
hold sovereign bonds and other assets
that were deemed “investment-grade”
by the CRAs.

“When downgrades occur, espe-
cially near the investment-grade thresh-
old, forced sales are often triggered,”
John Kiff, senior financial expert at the
International Monetary Fund (IMF), told
Inter Press Service (IPS).

This can send assets “off a cliff” and
yield premiums – the difference between
yields a bond pays and the yield of a
stable asset such as US Treasuries – soar-
ing, he said. This makes borrowing more
expensive for countries.

The problem, according to Kiff, is
“the way that ratings are hard-wired into
the financial system. For example, they
are baked into regulations, and they
mechanistically drive investment and
collateral eligibility standards.”

Due to international capital stan-
dards inscribed in previous versions of
the Basel accords, the lower a bond is
rated, the less a bank can leverage it and
hence the likelier they are to unload po-
sitions in the event of a downgrade.
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Under proposed regulation, inves-
tors would be better protected and mar-
kets kept from the wild, rating-induced
fluctuations of the past, but what of the
sovereign issuers themselves?

According to the World Bank, 56
developing countries remain unrated by
any of the big three CRAs. The list in-
cludes nations like Haiti, Cote d’Ivoire,
Mali and Syria, all of which are unable
to access international capital markets.
This can increase reliance on donors to
fill gaps.

In some cases, the cost of acquiring
a rating – which developed countries do
not have to pay – is simply too high.

For many, at fault is the “issuer pay”
model which could theoretically allow
issuers to shop around for the best rat-

ing and which was abused by firms
securitizing mortgages during the crisis.

In the developing world, however,
the problem can be the opposite. For a
poor country, an unsolicited rating is
unwanted at best and extortionist at
worst.

But the CRA model is unlikely to
change and is a “necessary evil” for de-
veloping countries looking to access
capital markets, Aldo Caliari, director of
the Rethinking Bretton Woods Project at
the Centre of Concern, told IPS.

The lack of fundamental change in
the rating process leaves the developing
world in limbo. But the choice is not al-
ways clear for countries. “Being rated is
not necessarily benign,” says Caliari.

The standards imposed by CRAs
can favour austerity and punish coun-
tries that increase social spending, with-
out regard to growth. That ratings are
meant to predict a very narrow occur-
rence, sovereign defaults, is part of the
problem, according to Caliari. Many in-
correctly assume that ratings reflect the
overall health of an economy.

“The fact that you have a balanced
budget doesn’t necessarily mean you
have a well-run economy,” he noted.

Poorer countries often find CRA
methodologies “advanced country-cen-
tric”, said Baroudi. They may question
“the application of some of the metrics
used by the major agencies” and find it
“difficult to get their own point of view
across.”

To make matters worse, investors
considering emerging markets find that
“the information available may not be
that great and they may quite heavily
rely on the ratings.”

Even if a country isn’t issuing debt
itself, a rating often acts as a benchmark
for bonds issued by firms in the coun-
try. This bias incentivizes developing
countries to adhere strictly to rules dic-
tated by CRAs, says Caliari.

Steps taken to achieve a certain rat-
ing can have a “counterproductive ef-
fect” on the long-term prospects of the
economy. The same is not true for
wealthier countries which enjoy positive
subjective analysis of their political cli-
mates but which often carry some of the
highest debt loads. The paradox frus-
trates many leaders in developing coun-
tries.

Emerging markets began to be rated
by CRAs in the 1980s and 90s, a period
that overlapped with the rise of market-
based antidotes to the economic ills of
the developing world. The mutually in-
fluential mix was not always fortuitous
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for borrowers.
In Latin America during the 1990s,

when many countries in the region
adopted the free-market principles
pushed by the “Washington Consen-
sus”, growth rates slowed to half of what
they were in the 1960s and 70s, a period
when Latin American economies were
actively managed and considered by
many in the developed world to be prof-
ligate.

Before the 2008 financial crisis,
CRAs’ most damning failures occurred
during the Mexican economic crisis of
1994 and the East Asian financial crisis
of 1997-98. In both cases, CRAs didn’t
issue downgrades until the crises were
well underway. In fact, their lagging rat-
ings worsened the situation when they
caused forced selling of assets and cur-
rency.

Despite evidence of their damaging
effect from economists like Nobel Prize
winner Joseph Stiglitz, “consensus” poli-
cies are still considered positive steps
towards achieving higher ratings.

For developing countries facing the

gauntlet of a rating process, history
serves as a reminder that their voices are
not always the loudest in decision rooms.

“If there is a difference of views,
country authorities may find it difficult
to get their own point of view across,”
says Baroudi. “What do a country’s au-
thorities do when they genuinely do not
understand or believe the rating?”

“Ratings are slow and sticky,” says
David A. Lesmond, professor of finance
at Tulane University in the US.

Sovereign ratings often lag the indi-
cators they are formulated from and re-
act “more slowly relative to the market”,
Lesmond told IPS.

In a joint study with colleague John
Hund, “The role of credit rating agen-
cies in the international financial sys-
tem”, Lesmond found that market indi-
cators such as liquidity do a better job of
predicting defaults than the ratings
themselves.

Upgrades and downgrades, when
they come, can potentiate the direction
the market has taken, leading to bubbles
or “cliff effects”. (IPS)����������������������������
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by Samuel Oakford

NEW YORK: Five years after the 2008
world financial crisis and two years af-
ter the Occupy movement it triggered,
US critics of the financial sector are coa-
lescing around the idea of a “Robin Hood
tax” on financial transactions.

“The questions that Occupy raised
are the right ones and it’s up to every-
one else to come up with some answers,”
said Robert Pollin, an economist at the
University of Massachusetts Amherst
who works on financial transaction taxes
(FTTs).

The idea, first floated by Nobel
Prize-winning economist James Tobin in
the early 1970s as a way to discourage
overzealous currency trading, would, in
its current iterations, levy a small duty
on stocks, bonds and derivatives.

Though the debate over FTTs has
long focused on curbing risky and un-
necessary trading and “righting the mar-
ket”, the Robin Hood movement at-
tempts to shift it to one over human
rights, fulfilling basic needs and not least
a bit of payback for taxpayer bailouts of

the financial sector.
For activists in the United States, the

tax is part of what they hope will be a
societal reorientation away from the
privileging of an industry that has
doubled its share of US GDP since 1980
and drains other fields of the best and
brightest.

FTTs exist in over 30 countries,
many of them, like South Korea and Bra-
zil, with some of the fastest growth rates
in the world.

“People don’t realize how tiny a tax
we are talking about,” said Nicole Woo,
director of domestic policy at the Centre
for Economic and Policy Research
(CEPR).

“There’s plenty of evidence out
there that if revenues were to go to in-
frastructure spending, education and
other public goods, it could increase
GDP in the end and help increase em-
ployment,” Woo told Inter Press Service
(IPS).

The Robin Hood Tax coalition, an
umbrella group of sympathetic organi-

zations, has put its weight behind a bill,
“The Inclusive Prosperity Act”, intro-
duced in the US House of Representa-
tives by Representative Keith Ellison.
The bill’s text is a strong critique of the
financial sector and calls for the tax to
pay for housing, healthcare and protect-
ing the public sector and the environ-
ment.

The legislation would tax stock
trades at 0.5%, bonds at 0.1% and deriva-
tives at 0.005%.

The mix aims to “tax different mar-
kets equally”, Pollin told IPS, making it
difficult for traders to flee one asset class
for another. A tax in the US would enjoy
auto-enforcement on the part of market
players because of the judicial security
it provides. “If you want to use the
American legal system, you will have to
trade here,” says Pollin.

)��	����*+���	��

Back in New York, on the second
anniversary of Occupy, supporters of the
Robin Hood tax marched from the
United Nations through midtown and
cement and metal valleys of finance,
under the gaze of bankers pressed up
against glass windows.

The two years gave Occupy time to
gestate, Andrew Smith, a coalition mem-
ber of Occupy, told IPS. “Organizers
within Occupy are hungry for concrete
wins.”

For Occupy, a movement that crit-
ics saw as lacking clear demands, the tax
is a valuable policy objective. For
healthcare workers, environmentalists,
AIDS activists, the unemployed, stu-
dents, the indebted – the heterogeneous
99% – the tax is a rare unifying theme.

“This is a care plan for our society,”
said Jean Ross, co-president of National
Nurses United (NNU), a union of over
180,000 registered nurses and co-founder
of the Robin Hood Tax coalition. “We
know where our money is, it’s tied up
on Wall Street with the banks. We pay
sales tax every day on things we buy.
They don’t pay a dime.”

Larry Summers’ decision to remove
himself from consideration as chairman
of the US Federal Reserve in the face of a
promised uproar among liberal mem-
bers of Congress has Robin Hood sup-
porters optimistic. Summers is seen by
many on the left as a leading architect of
the financial crisis after he pushed for
financial deregulation and opposed
transparency in the derivatives market
while serving as treasury secretary dur-
ing the Bill Clinton administration.
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A European proposal agreed to by
11 countries, however, suffered a legal
setback earlier in September when EU
lawyers delivered a non-binding opin-
ion that found a continent-wide FTT
used jurisdictional powers within states
illegally. The decision is one of many
roadblocks that supporters can expect to
encounter.

For nurses at a 17 September Robin
Hood event in New York, the events in
Europe were noise.

“We looked around the globe and
found nurses have the same issues ev-
erywhere. Austerity measures are killing
us,” said NNU’s Ross. The union sees a
Robin Hood tax paying for many of the
medical services which have been cut
since the economic crisis.
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For years, high-frequency trading
(HFT) was the oft-cited bogeyman when
it came to pushing for a Robin Hood tax.
Critics claim the billions of daily trades
distorted markets and added to volatil-
ity.

Fears were realized on 6 May 2010
when the Dow Jones Industrial Average
fell more than 9% only to regain those
losses in a matter of minutes. Resound-
ing blame was laid on trading algorithms
that exacerbated an initial drop in the
futures market. By 2012, HFT was esti-
mated to be executing 84% of all trades
on US exchanges.

But as more HFT players enter the
fray, returns in the zero-sum game of
shaving fractions of pennies off trades
have decreased.

Large firms like KCG – itself formed
when GETCO merged with near-bank-
rupt Knight Capital after a haywire al-
gorithm cost the latter over $400 million
in one day – have seen their profits cut
by over three-quarters from the height
of the HFT boom, a period that coincided
with the first volatile spurts of the crisis
in 2008. Many have gone out of business.

KCG declined to comment for this
story, as did industry leader Citadel
Group.

That high-frequency trading may eat
itself up underscores its social useless-
ness, says Woo. HFT proponents cite the
volume and liquidity it creates – if bid
and ask prices are nearly even, retail in-
vestors and pensions should pay lower
prices. This is misleading, Woo told IPS.
“The liquidity provided by these trad-
ers is a sort of phantom liquidity because
as soon as things start going south the

computer algorithms pull all their
money out, the liquidity just dries up
completely,” she said.

HFT profits, even at their height,
were small compared to those of the en-
tire financial sector.

Pollin’s models, using parameters
similar to those set forth in Ellison’s bill,
predict a drop in trade volume of at least
50%, putting US market volume and
capitalization proportionally on par with
Great Britain, where a tax of 0.5% already
exists on stocks.

“Financial trading is an undertaxed
sector of our economy,” says Woo.

Many even on Wall Street, especially
those whose profits are reliant on long-

term trends, agree.
A lack of tax on commodity trading

can in fact be a burden on the average
consumer. Legislation will help consum-
ers by discouraging speculation in com-
modity markets, says Kenneth Zinn, po-
litical director at NNU. “There’s a sur-
charge on gasoline that’s simply Wall
Street speculation.”

After watching a bruising battle over
healthcare that ended in the Affordable
Care Act, the nurses’ union is gearing for
a fight with the financial industry, an-
other special interest group which will
fight tooth and nail to protect its privi-
leged place in the economic pecking or-
der. (IPS)�����������������������������������������������
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by Carey L. Biron

WASHINGTON: Regulators here are
proposing that most US corporations be
required to provide annual public re-
porting on how the pay received by their
chief executive compares to that of their
average workers, a requirement propo-
nents say could be a first step in reining
in an unprecedented swelling in execu-
tive compensation.

If the rule is adopted, corporations
would need to calculate this ratio for all
workers, “including full-time, part-time,
temporary, seasonal and non-US em-
ployees”, according to an official release.

This would also apply to workers
employed by a company’s subsidiaries,
including those not located in the United
States.

The Securities and Exchange Com-
mission (SEC), which voted to approve
the proposal on 18 September, was di-
rected by the US Congress to create the
pay-gap rule nearly three years ago.

Although full details have not yet
been made public, proponents of the rule
say the proposal appears to have come
out quite strong.

“We think it’s a home run – it in-
cludes basically everything we wanted,”
Sarah Anderson, director of the Global
Economy Project at the Institute for
Policy Studies, a Washington think-tank,
told Inter Press Service (IPS).

“There was an intense effort made

to water down this rule, particularly to
allow companies to exclude overseas and
part-time seasonal workers, so we’re
thrilled to see the SEC stood up to that
pressure. It’s important that sharehold-
ers and the public understand that the
process of globalizing the workforce and
the extreme pay gap within companies
have just as much of a detrimental effect
for US companies that might be operat-
ing in other countries as for US work-
ers.”

At 3-2, the 18 September vote by the
SEC commissioners was close, with both
“no” votes coming from Republican
commissioners.

Company executives and business
lobby groups have repeatedly stated in
recent years that the new rule would be
burdensome, warning that the informa-
tion is unnecessary and only feeds into
populist attempts to embarrass top ex-
ecutives.

On 18 September, the Centre on Ex-
ecutive Compensation, an advocacy
group that has strongly opposed the pay
ratio requirement, criticized the new pro-
posal as a “political disclosure, rather
than a substantive one”.

The US Chamber of Commerce, the
country’s largest industry lobby group,
likewise came down on the rule as “an-
other example of special interests pro-
moting policies contrary to the interests
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of investors and the businesses they in-
vest in”.

Yet the Institute for Policy Studies’
Anderson notes that since the late 1970s,
management scholars have been warn-
ing against allowing CEO-to-worker pay
ratios from becoming too large.

She points to years’ worth of re-
search that suggests that extreme pay
differentials are bad for worker morale
and productivity, thus making compa-
nies and the overall economy less effi-
cient.

Yet in the United States, this pay gap
has grown larger than at any other point
in modern history.

While CEOs of major companies in
1982 took home around 42 times the pay
of their average workers, by last year that
number had grown to 354 times larger,
according to analysis by the AFL-CIO,
one of the country’s largest labour
unions.

While the new disclosure is seen as
empowering shareholder decision-mak-
ing, Anderson says it could also have an
impact on workers around the world.

“One argument by corporations was
that this calculation was too difficult to
figure out because they didn’t know how
much they were paying workers in other

countries – another sign of companies’
attempts to distance themselves from
taking responsibility for their actions in
other countries,” she says.

“The SEC clearly didn’t buy that ar-
gument, and this rule emphasizes that
US corporations are responsible for their
overseas operations. Perhaps this could
now help with the broader push towards
corporate accountability.”
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The new proposal is part of a mam-
moth financial-services overhaul bill, the
Dodd-Frank Act, that passed Congress
in 2010 and aimed at dealing with the
regulatory failures blamed for leading to
the financial collapse of 2008-09.

The pay-gap rule, known formally
as Section 953(b), is one of several regu-
lations the SEC has been mandated to
write to tighten oversight of CEO com-
pensation, particularly in the banking
sector.

“It was misaligned pay that caused
bankers to blow up Wall Street in the first
place, though because CEOs are so over-
paid they can afford to attack anybody
that makes even a small effort to reform
how much money is wasted on them,”

Bartlett Collins Naylor, a financial policy
advocate with Public Citizen, a con-
sumer advocacy group here, told IPS.

“This new proposal seems generally
fine, though it’s such a simple rule it’s
hard to see how they could screw it up.
Imagine – it only took the SEC 1,825 days
to implement the first Dodd-Frank rule
on pay reform!”

Naylor did express some frustration
over some of the exemptions the SEC has
included in the new proposal, however.
These include small companies as well
as “emerging growth” corporations,
meaning those with less than $1 billion
in annual gross revenues. In both in-
stances, Naylor says, calculating the ra-
tio between a CEO’s pay and that of a
median employee should be very simple.

The 18 September vote on the rule
proposal now kicks off a 60-day public
comment period, though the issue has
already received attention.

Introducing the pay ratio vote on 18
September morning, SEC Chair Mary Jo
White noted that the proposed rule has
already prompted more than 20,000 com-
ment letters, which she characterized as
“significant interest”.
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