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by Chakravarthi Raghavan

GENEVA: There is increasing concern
among developing countries over the
“growing attempts” by the WTO Direc-
tor-General (DG) and the major devel-
oped countries to wind up the Doha
Round in time for the WTO’s Nairobi
Ministerial Conference by focusing only
on issues of market access for agricul-
tural and industrial products, without
addressing and resolving issues of do-
mestic and export subsidies in agricul-
ture, which adversely impact on farm-
ers in poorer countries, trade envoys
said.

Some of them said that there also
appear to be subtle attempts to split
China and India, which so far have been
resisting these efforts to focus on mar-
ket access issues and ignore the huge
trade-distorting agricultural subsidies of
developed countries.

In a scenario more reminiscent of the
bad old days of the pre-WTO trading
system, of very restricted “green room”
meetings where a few developing coun-
tries are sought to be isolated and pres-
sured to force down an accord on the
broader membership, the WTO DG
Roberto Azevedo has been apparently
having closed-door meetings with trade
envoys from the United States, the Eu-
ropean Union, China, India, Brazil, Aus-
tralia and Japan.

These meetings, according to those
familiar with the discussions, are focus-
ing only on market access issues for ag-
ricultural and non-agricultural products,
being pushed by the United States.

Some trade envoys told the South-
North Development Monitor (SUNS) that
the meetings are discussing “new ideas”
on market access, based on a combina-
tion of average cut as well as a cut on the
average existing tariff level for reducing
tariffs on agricultural and industrial
products.

This has raised serious questions as
to whether attempts are being made to
bury all the existing Doha Round man-
dates in order to conclude the Round by
the end of this year, in time to proclaim
success at the WTO’s 10th Ministerial
Conference, which will take place in
Nairobi in December.

“Clearly, there is an attempt to run
away with market access results based
on an average cut in agriculture prod-
ucts while postponing the outcome on
domestic support [subsidies] till the last
minute of the 10th Ministerial Confer-
ence,” according to a developing-coun-
try trade envoy familiar with the DG’s
“green room” meetings.

“One major developed country [the
US] doesn’t want to discuss domestic
support at this juncture as it could raise
questions on its trade policy initiatives,”
said another trade envoy.

Azevedo reportedly held three
rounds of green room meetings with the
seven countries on 6-12 May to discuss
only market access in agriculture and
industrial products.

On 8 May, the DG held a larger
green room meeting of over two dozen
trade envoys on issues concerning ser-
vices and the development dossier in the
Doha Development Agenda (DDA).

During the discussions on market
access in agricultural and non-agricul-
tural goods, the chairs of the respective
negotiating bodies under the Doha
Round – Ambassador John Adank of
New Zealand (agriculture) and Ambas-
sador Remigi Winzap of Switzerland
(NAMA – non-agricultural market ac-
cess) – along with the WTO General
Council Chair, Ambassador Fernando de
Mateo of Mexico, were present and took
part in the marathon meetings.

Prior to the DG’s green room meet-
ings with the seven countries, a large
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majority of developing and least-devel-
oped countries had insisted at the WTO
Trade Negotiations Committee meeting
on 27 April (see TWE No. 592/593) that
the post-Bali work programme with pre-
cise modalities must be largely based on
all the existing Doha Round mandates
beginning with the 2001 Doha Ministe-
rial Declaration.

The mandates also include the 2004
July Framework agreement, the 2005
Hong Kong Ministerial Declaration and
the 2008 revised draft modalities for the
agriculture and NAMA negotiations.

In sharp contrast, the developed
countries, led by the United States, had
raised numerous concerns on the previ-
ous mandates while insisting that the
work programme must be based on a
“recalibrated” approach. The EU consis-
tently propagated what it has been call-
ing a “simplified” approach, but with-
out spelling out the elements of such an
approach.

The developed countries have
largely coordinated their positions to
give short shrift to the previous man-
dates, particularly the 2008 revised draft
modalities, trade envoys suggested, with
some suggesting that there is an element
of disarray among African envoys in the
absence of strong leadership in Geneva
and back home.
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Against this backdrop, the DG has
reportedly focused on a “new approach”
based on average formula without speci-
fying any figures that would be used for
such a formula. Azevedo asked the seven
countries to spell out their views, said
trade officials familiar with the meeting
on 6 May.

The average formula framework had
been proposed at the agriculture meet-
ings in April by Paraguay and then Nor-
way. But these proposals did not fly, as
they failed to secure any support from
the developing countries, particularly
China and India. China had accused
Paraguay of acting as a front for some
developed countries who are promoting
the average formula framework so as to
deny the flexibilities (for developing
countries).

Clearly, the average formula frame-
work is seen as a death knell for the tiered
formula approach that the former chair
of the agriculture negotiations Ambas-
sador Crawford Falconer of New
Zealand had suggested in the 2008 re-
vised draft modalities. That tiered ap-

proach was aimed at reducing the sensi-
tive agriculture tariffs in the developed
countries. Developing countries also had
to bring down their tariffs based on the
tiered framework and in return, they
were provided flexibilities through in-
creased entitlement for sensitive prod-
ucts and special products.

The DG’s emphasis on average for-
mula is thus seen as a clear ruse for the
developed countries to protect their sen-
sitive tariffs, said a former trade envoy
from an industrialized country. “An av-
erage low tariff cut will help industrial-
ized countries to shelter their sensitive
tariff products,” the envoy argued.

The US, the EU, Australia and Japan
have favoured the average formula ap-
proach for different reasons. While Aus-
tralia, which is the coordinator for the
Cairns Group of agriculture exporters,
had suggested an aggressive market ac-
cess approach in the past, Canberra is
now willing to change course in line with
the interests of other developed coun-
tries, said an agriculture negotiator fa-
miliar with the discussions.

However, India and China told the
DG that while they are willing to con-
sider new approaches, they prefer that
the 2008 revised draft modalities remain
as the basis. The two countries sought to
know how the flexibilities will be treated
in the event the average framework is to
be adopted.

India also pointed out that it would
prefer the tiered approach with
flexibilities as compared to the average
framework which might have an uneven
impact on its tariffs, said negotiators fa-
miliar the discussions.

The two developing countries, par-
ticularly India, also raised concerns as to
whether the average formula approach
would address tariff peaks, tariff escala-
tion and tariff capping. These are long-
pending issues that the Tokyo Round
negotiations in the 1970s failed to ad-
dress, and were placed on the agenda of
the subsequent Uruguay Round. They
again were not tackled in the Uruguay
Round’s Marrakesh treaty (which estab-
lished the WTO), but developing coun-
tries accepted the “good faith” assur-
ances of the developed countries then
that the agriculture reform process, while
needing a long timeframe for implemen-
tation, was now irreversible and that
these issues would be addressed as part
of the process.

These assurances were renewed and
are a fundamental part of the Doha
Round negotiations and mandate, but all

of that is again sought to be brushed
away.

At the DG’s meetings with the seven
countries, there was considerable discus-
sion on what will happen with regard to
special products and the special safe-
guard mechanism for developing coun-
tries.

Apparently there was a suggestion
that only China must be given entitle-
ment to designate a few special products
while other developing countries must
not have these products because the level
of ambition is said to be already lowered
with the average cut, trade officials told
SUNS.

The suggestion for a few special
products for China came from the DG,
said a trade official from an industrial-
ized country.

This is being seen as an effort by
Azevedo to break the unity of China and
India in attacking domestic agricultural
subsidies of the US and other industrial
countries affecting the poor farmers in
these and other developing nations.

In the area of industrial products,
the seven countries discussed what is
called “a cut from the average” given in
the Swiss formula that was proposed in
the 2008 revised draft modalities. There
was no clarity as to how the cut on aver-
age would compare with the Swiss for-
mula and whether the associated
flexibilities for developing countries in
the NAMA tariff reduction commit-
ments would be retained as they are in
the 2008 revised draft modalities, trade
officials said.

The US has maintained that with the
proposed “recalibration” to reduce the
overall level of ambition in market ac-
cess for agriculture and industrial goods,
there should be no demands for any ad-
ditional flexibilities.

��������
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However, the most puzzling aspect
of the DG’s meetings with the seven
countries is that there was no discussion
at all on domestic support and export
competition in agriculture, developing-
country trade envoys told SUNS. The US
has said there is nothing to discuss in
domestic support while the DG has
made no effort to discuss the issue de-
spite demands from India and China.

The 2008 revised draft modalities
had suggested a figure of $14.5 billion
for the US Aggregate Measurement of
Support (AMS). But, with the current
American farm bill enacted last year, the
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US AMS will go well beyond $14.5 bil-
lion.

Azevedo also did not discuss com-
mitments on export competition in
which the EU and the US remain major
culprits, said a trade official.

The WTO’s Appellate Body had
ruled that the domestic subsidies and
export-financing schemes for cotton pro-
ducers in the US had adversely affected
global cotton trade. The ruling was
handed down in a dispute launched by
Brazil and was adopted by the WTO’s
Dispute Settlement Body, but is yet to be
implemented by the US, which has been
“buying off” affected Brazilian farmers

by means of lump-sum payments to Bra-
zil.

In a dispute on sugar subsidies, the
Appellate Body had passed strictures
against the EU.

In a nutshell, Azevedo’s specific fo-
cus only on market access without dis-
cussing all the outstanding issues in the
domestic support and export competi-
tion pillars has raised more questions
about the integrity of the process being
adopted, several trade envoys told
SUNS. (SUNS8023)��������������������������������

This article was written with inputs from D. Ravi
Kanth.
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GENEVA: WTO Director-General
Roberto Azevedo is apparently upset
that his meetings with trade envoys from
seven developed and developing coun-
tries to discuss the benchmarks in the
market access pillars of agriculture and
industrial goods for concluding the Doha
Round negotiations by the end of this
year are being reported in some publi-
cations, including the South-North Devel-
opment Monitor (SUNS), according to
people familiar with the development.

An exasperated Director-General
was unhappy as to why closed-door de-
liberations among seven countries – the
United States, the European Union,
China, India, Brazil, Australia and Japan
– could not be kept confidential, said a
trade official from South America.

For the Director-General, who con-
stantly chants the mantra of a “bottom-
up and transparent” process, the com-
ment in SUNS (reproduced as the pre-
ceding article in this issue) is seen as a
breach of confidentiality because it raised
some fundamental questions on how a
market access package is being con-
structed without discussing trade-dis-
torting domestic and export subsidies in
order to suit the interests of the two
trans-Atlantic trade giants, the official
said.

The article in SUNS also challenged
the basis for adopting the approach of
an “average cut in tariffs or a cut on the
average existing tariff level” for reduc-

ing tariffs on agricultural and industrial
products in total disregard of the tiered
formula in the 2008 revised draft modali-
ties for agriculture and the so-called
Swiss formula for industrial products.

The article raised questions on who
the proponents of these average-cut-
based formulae were and whether the
Director-General is echoing them at the
behest of the two dominant developed-
country members, the US and the EU.

[Perhaps Azevedo and others (mem-
bers or officials) wanting secrecy for their
talks and making a fetish of it, would do
well to read what the Financial Times’
Alan Beattie – an ardent supporter of the
WTO and the opening up of markets to
transnational corporate investors (in-
cluding FT owners Pearson) – has to say
about US President Barack Obama’s in-
sistence on secrecy for the Trans-Pacific
Partnership trade talks (“Five arguments
against the self-defeating secrecy of the
Trans-Pacific Partnership”, blogs.ft.com,
19 May). What is true of the TPP is even
more true of the WTO. It will not be the
Doha Round alone that will be a casu-
alty, but the WTO itself, and the US will
lose more than others. – SUNS]

The Director-General’s meetings
were attended by the General Council
Chair, Ambassador Fernando De Mateo
of Mexico, and the heads of the agricul-
ture and non-agricultural market access
(NAMA) negotiating bodies, Ambassa-
dor John Adank of New Zealand and

Ambassador Remigi Winzap of Switzer-
land respectively.
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Almost a week after the Director-
General’s last meeting with the seven
countries, NAMA chair Winzap issued
a note in which he has suggested five
“potential approaches” that were
brought to his attention.

“Besides the request and offer ap-
proach submitted by Argentina and dis-
cussed in March, the following potential
approaches have been brought to my at-
tention,” Winzap said in the note, with-
out revealing the proponents of these
approaches.

So far, only two members – Argen-
tina and Paraguay – have proposed dif-
ferent approaches. Argentina had pro-
posed a request-and-offer approach
while Paraguay had circulated a pro-
posal on average and minimum cut for
agriculture products. Both these ap-
proaches were rejected by a large major-
ity of developing and least-developed
countries which have consistently de-
manded that the Doha Round negotia-
tions must be concluded on the basis of
the 2008 revised draft modalities in ag-
riculture and industrial goods.

Despite the rejection of the Para-
guayan proposal, Norway had submit-
ted to the chair of the agriculture nego-
tiations an almost identical proposal,
which is yet to come up for discussion.

Against this backdrop, it doesn’t re-
quire rocket science to discern the pro-
ponents of the NAMA chair’s latest note.

The five “potential approaches”
mentioned by Winzap are:

(i) Increasing the coefficients of Rev.
3 (the 2008 revised draft modalities for
industrial products) for developing and
developed Members.

(The coefficient in the Rev. 3 draft
was 8 for the developed countries and
between 20 and 25 for the developing
countries with a set of flexibilities such
as a certain percentage of unbound tar-
iffs or a percentage of tariffs without cuts
for sensitive products);

(ii) Taking the average of line-by-line
reductions according to Rev. 3, using the
coefficients 8 for developed and 25 for
developing countries (but without
flexibilities), as the starting point for ap-
plying a cut of the overall tariff average;

(iii) Same as under (ii), but starting
from a reduced reference level (e.g., av-
erage of cuts multiplied by a number
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smaller than 1);
(iv) Taking the average of line-by-

line reductions according to Rev. 3, us-
ing the coefficients 8 for developed and
25 for developing countries (without
flexibilities), as the starting point for ap-
plying an average cut of tariff lines; and

(v) Following an approach for the so-
called formula applying members simi-
lar to what Rev. 3 envisaged for other
members, such as small and vulnerable
economies (i.e., grouping members ac-
cording to levels of their existing bound
tariff averages).

The chair did not explain how he
arrived at these five approaches, whether
through a top-down or bottom-up pro-
cess. In the informal open-ended meet-
ings he held with members at large, these
approaches hardly figured as they are
indicated now in the note.

Clearly, it is easy to surmise that the
chair’s note is based on what one major
industrialized country wants to do, a de-
veloping-country trade official said.

During the 2008 negotiations, the US
was unhappy with a coefficient of 8 be-
cause it would cut into its peak tariffs on
textiles and apparel products and leather
products, which are around 40%. The US
wants to get a high coefficient so that it
can protect some of these peak tariffs, but
more importantly, it wants to ensure that
there are no flexibilities for developing
countries, the developing-country offi-
cial said.

Many developing countries had ac-
cepted the 2008 revised modalities on the
basis that they were a compromise in
which the developing countries would
undertake higher cuts than the industri-
alized countries in their bound tariffs but
also avail themselves of the entitlement
for a small percentage of sensitive prod-
ucts. Even then, South Africa and Argen-
tina had some fundamental concerns on
the 2008 NAMA modalities.

Therefore, it is not clear what the
underlying rationale of the chair’s pro-
posal is, the official said.

������������������
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In his note, the chair said that “the
NAMA negotiations need to take ac-
count of today’s international environ-
ment, in particular the fact that market
access negotiations in WTO are ‘compet-
ing’ with such negotiations in RTAs [re-
gional trade agreements], which impacts
the ambition level in WTO.”

“I also mentioned as a further deter-
minant the very different tariff profiles
of Members – the difficulty being that

whatever approach is chosen, the impli-
cations may be quite different for differ-
ent Members ... Both observations also
apply in agriculture,” the NAMA chair
argued.

This raises two fundamental ques-
tions.

Firstly, is the chair adhering to the
existing Doha Round mandates or try-
ing to conceive an approach that is suit-
able for industrialized countries?

The 2001 Doha Ministerial Declara-
tion, the 2004 July Framework agree-
ment, the 2005 Hong Kong Ministerial
Declaration and the unsettled 2008 re-
vised draft modalities are all premised
on the development dimension of the
Doha Round.

For example, the 2004 July Frame-
work agreement and the 2005 Hong
Kong Ministerial Declaration had called
for “less than full reciprocity” (LTFR), in
which the developed countries under-
take higher reduction commitments than
the developing countries.

The LTFR-based approach was fol-
lowed in the modalities proposed by the
former chair of the agriculture negotia-
tions, Ambassador Crawford Falconer of
New Zealand, through a bottom-up pro-
cess. However, it was an open secret that
the approach was torpedoed by the then
chair of the NAMA negotiations, Ambas-
sador Don Stephenson of Canada, who
had resorted to a top-down approach.

The developing countries grudg-
ingly accepted the broad parameters of
those 2008 revised draft NAMA modali-
ties as a compromise. Now the current
chair’s note raises a further question of
whether even that compromise would be
respected, said an official familiar with
the negotiations.

Secondly, at a time when the Direc-
tor-General and major industrialized
countries are pushing for a
“recalibration” framework which aims to
lower the level of ambition in order to
conclude the Doha Round by the end of
this year, why is the chair suggesting that
the level of ambition in NAMA must
correspond to what is being done by
some members in RTAs, the developing-
country official asked.

Winzap emphasized that “Members
are looking at market access in NAMA
and in agriculture in a more parallel way
than in the past.” He went on to raise
several questions such as: “What could
that mean? Comparability by taking as
starting points Rev. 3 in NAMA and Rev.
4 in agriculture? Comparability by mov-
ing to formulas based, both in NAMA
and agriculture, on an average cut of tar-

iff lines or on cutting the overall tariff
average? Should the chosen approach be
the same in NAMA as in agriculture or
could it be different?”

The chair is conspicuously silent on
what happens to the internal balance of
the agriculture negotiations between the
three pillars of domestic support, mar-
ket access and export competition, and
whether it is proper to treat only the
market access pillar without considering
the other two pillars.

Also, the Doha Round negotiations
were premised, and this has been repeat-
edly reiterated, on the understanding
that agriculture will decide the level of
ambition. But now there is no clarity on
what happens to trade-distorting domes-
tic subsidies in agriculture because the
US cannot bring its Aggregate Measure-
ment of Support below $14.5 billion due
to its latest farm law which came into
force last year.

Also, it is not clear what happens to
the balance within NAMA between tar-
iff reduction commitments on the one
side, and the removal of non-tariff barri-
ers (NTBs) on the other.

The chair said that he doesn’t see
much traction in NTBs and “I under-
stand that it is difficult to advance on
NAMA NTBs as long as we do not see
progress on the tariff side.”

Here again a major industrialized
country remains opposed to any discus-
sion on NTBs at this juncture, said a trade
official who is familiar with the negotia-
tions.

“At this stage, it would certainly be
helpful if there were not any upfront re-
jection of ideas,” the Swiss chair empha-
sized.

It is intriguing why the chair chose
to make such a statement even before the
discussion began on the issue, the offi-
cial added.

Also, Winzap maintained that “the
work on the NAMA tariff side needs to
be pursued in relation to what is going
on in Agriculture. Therefore, I will also
further coordinate my work with the
Chair of the Agriculture negotiation and
the Head of the TNC [Trade Negotia-
tions Committee].”

In a nutshell, the chair’s note falls in
line with what the Director-General
wants to do at this juncture. The DG, who
was the former Brazilian trade envoy to
the WTO and who had maintained that
the 2008 modalities in agriculture are the
final landing zones, is now determined
to put the Doha Round to bed by the end
of this year so as to ensure that the de-
veloped countries walk away without
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undertaking significant commitments in
agriculture.

Perhaps, having obtained for free
from the developing countries the gift to
the US and EU of the Trade Facilitation
Agreement (trade facilitation was a part
of the Doha single undertaking), he now
wants to achieve the same and wind up

the Doha Round, more so when the Af-
rican nations appear to be in difficulties,
torn between the need to secure a fair
deal for themselves and supporting,
from a sense of African solidarity,
Kenya’s need to show success at Nairobi
for the Ministerial Conference.
(SUNS8025)�������������������������������������������
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by D. Ravi Kanth

GENEVA: Many trade envoys from the
developing countries rebuffed on 28 May
the United States’ demand that the spe-
cial safeguard mechanism (SSM) must be
dropped due to the lowered level of
ambition in market access for agricul-
tural products for concluding the Doha
Round negotiations by the end of this
year, several trade envoys told the South-
North Development Monitor (SUNS).

At a “green room” meeting of select
trade envoys convened by WTO Direc-
tor-General Roberto Azevedo to discuss
the SSM for developing countries in ag-
riculture, the US stood completely iso-
lated on its call that the SSM should not
be pursued in the post-Bali work
programme to conclude the Doha Round
at the 10th WTO Ministerial Conference
in Nairobi, Kenya, this December.

A large majority of developing coun-
tries have consistently demanded a cred-
ible and simple SSM to curb unforeseen
surges in heavily subsidized agricultural
imports from countries in the North.

But the US, which is one of the
world’s largest subsidizers as well as a
leading exporter of farm products, struck
a hardline stance, saying the SSM is not
going to “fly” because of the proposed
low level of ambition in market access
for agriculture products.

The SSM is part of the market access
package and since the market access is
going to be recalibrated, there is no need
for such SSM-type flexibility, the US
trade envoy Ambassador Michael Punke
maintained at the green room meeting,
according to trade envoys who were
present.

However, a large majority of the

trade diplomats who took part in the
meeting upbraided the US for its stance,
saying that the SSM is among the “de-
velopmental” imperatives of the Doha
Round negotiations for developing
countries.

Indonesia, India, China, Turkey,
Barbados on behalf of the Africa, Carib-
bean and Pacific (ACP) group, Lesotho
on behalf of the African Group, and sev-
eral other trade envoys from developing
countries challenged the US on its intran-
sigent position of rejecting the SSM with-
out even entering into any hard negotia-
tions, a trade envoy said.

India corrected the DG when he
tried to sum up the meeting by saying
that “some” members had reservations
on the need for the SSM. “Except for one
member, all other members are ready to
negotiate the SSM,” India told the DG.
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Indonesia, which is the coordinator
for the 47-member G33 developing-
country coalition, told the DG that the
SSM is not an issue for one or two mem-
bers. Indonesia’s ambassador Iman
Pambagyo made a detailed presentation
about how the SSM evolved and the
progress made in drawing up the instru-
ment over the last 14 years. He said it is
unsustainable to link the SSM to the
market access package – as suggested by
the US trade envoy during the meeting
– saying that it has a “standalone” sta-
tus.

The SSM, said Pambagyo, ought to
be a “simple, operable and effective safe-

guard mechanism” for all developing
countries to implement in the face of
volatile world prices and supply of agri-
culture products due to increased cli-
mate change-induced disturbances and
persistently high subsidization of agri-
culture in both domestic and export sub-
sidies. He said small and subsistence
farmers in developing countries need the
SSM to respond to import surges and
price declines.

The G33, said Ambassador
Pambagyo, had proposed both price and
volume triggers for the SSM to deal ap-
propriately with situations where low-
priced, undervalued and/or subsidized
exports cause havoc in the developing
countries. The G33 called for price and
volume triggers based on “most recent
or current market realities”. Indonesia
suggested that a three-year rolling aver-
age must be the basis for replacing “the
3-decade-old fixed reference price of
1986-1998.”

The G33 proposed a price trigger
involving a 10% drop in the price of ag-
riculture products and a volume trigger
of an increase in imports to the tune of
110%, 115%, 135% and above.

Indonesia dismissed suggestions
that the SSM can be adopted through a
modified special safeguard, saying that
developing countries will need a simple
and effective instrument and policy
space.

Pambagyo assured members that
the SSM would guarantee “predictabil-
ity, coverage and sunset provisions”, in
the face of arguments advanced by Aus-
tralia and other industrialized countries
that such a mechanism will undermine
market access because of lack of predict-
ability.

Indonesia also dismissed arguments
that the SSM will lead to an increase in
tariffs beyond the Uruguay Round ceil-
ing.

Pambagyo said it should be possible
to apply safeguards exceeding existing
bindings, especially for tariffs that are
very sensitive and with no tariff over-
hang. The SSM measures will be consis-
tent with the formula and the required
conditions for remedies. The volume-
based safeguards may be maintained for
a period of 12 months from the initial
invocation of the measure.

He said there is not “one reality” as
suggested by an industrialized country
but “several” realities in the developing
countries that warrant the use of the SSM
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to protect resource-poor farmers from
the vagaries of international market pres-
sures.

Trade envoys from India, the Phil-
ippines, China, Turkey, Barbados and
Lesotho supported Pambagyo, arguing
that the Doha Round cannot be con-
cluded without finalizing the SSM. The
developing countries warned that at-
tempts to deny the SSM could torpedo
the Round, said people familiar with the
meeting.

Argentina, Pakistan and Mexico
cautiously welcomed the need for the
SSM, while Australia, New Zealand, the
European Union and Japan among oth-
ers said that while they have a problem
with the demand for the SSM, they are
willing to discuss options from the G33.

Meanwhile, Brazil’s Agriculture
Minister Katia Abreu told reporters dur-
ing a media briefing at the Brazilian mis-
sion here on 28 May that there are dif-
fering interests among countries on the
SSM, emphasizing the need for avoiding
“hardline” positions on the issue.
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In a separate development, the WTO
DG held a meeting with seven major
industrialized and developing countries
on 27 May to discuss the outstanding is-
sues in the export competition pillar of
the agriculture negotiations: the elimina-
tion of export subsidies, the phasing out
of export credits, the termination of mon-
etization of food aid, and the disciplin-
ing of state trading enterprises.

The EU, which had committed to
eliminating export subsidies by 2013,
maintained at the meeting that it is ready
to do more than what is required in the
2008 revised draft modalities in the ex-
port competition pillar for eliminating
export subsidies provided the develop-
ing countries agree to ending special and
differential treatment flexibilities in Ar-
ticle 9.4 of the Agreement on Agriculture.

“The EU stand amounted to cherry-
picking and forcing developing countries
to pay for something that it is required
to do,” said an African trade envoy.

India, China and Brazil dismissed
the EU’s demand, saying that it is com-
pletely unacceptable because it is incon-
sistent with the existing Doha Round
mandates.

“This demand to do away with Ar-
ticle 9.4 will never be accepted and it is
an initial position from the EU which it

knows will never be accepted,” said a
developing-country trade envoy.

Trade envoys from the US, the EU,
China, India, Brazil, Australia and Japan
took part in the meeting.

The US had suggested that it cannot
see any landing zone in export credits
while demanding the continuation of
monetization in food aid, according to
people familiar with the meeting.

Another developed country sug-
gested that it would have some concern
about strong disciplines on state trading
enterprises.

Azevedo expects to convene a meet-
ing on trade-distorting domestic support
after an informal ministerial meeting in
Paris in the first week of June on the
margins of the Organization for Eco-
nomic Cooperation and Development
(OECD) meeting.

In short, attempts are being made to
deny special and differential treatment
as set out in Article 6.2 on domestic sup-
port and Article 9.4 on the export-related
measures in agriculture.
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Meanwhile, at her media briefing,
Brazil’s Agriculture Minister Abreu
made a fervent plea for arriving at a “bal-
anced” outcome with measurable
progress for reducing trade-distorting
domestic subsidies and eliminating ex-
port subsidies so as to conclude the Doha
Round negotiations by the end of this
year.

“This is a very important phase and
[it is] very important to finalize a bal-
anced outcome in all three pillars [of the
agriculture negotiations, viz., market
access, trade-distorting domestic sup-
port and export competition] by Decem-
ber 2015,” Abreu told reporters after
meetings with the trade envoys of the
BRICS (Brazil, Russia, India, China and
South Africa) and seven major industri-
alized and developing countries.

“We are optimistic and there is a
shared responsibility [for all members to
make appropriate commitments],” she
said, emphasizing the importance of sub-
stantial reduction commitments in do-
mestic subsidies and export subsidiza-
tion. The Brazilian minister suggested
that members are open to a balanced
outcome in the domestic support pillar
except for the US.

Abreu also spoke of an increase in
the level of subsidies provided by India

and China, maintaining that members
must attempt a “meaningful deal” to
strengthen the WTO.

She concurred with her colleague
Celso Amorim, who had said at the
Cancun Ministerial Conference in 2003
that no deal is better than a bad deal.
However, she argued that an outcome
at the Nairobi Ministerial Conference is
essential for revitalizing the WTO.

The Brazilian minister met with
trade envoys from Argentina, the EU,
Japan, Australia, the US, New Zealand
and Kenya.

Argentina reminded Abreu that ag-
riculture is the key in the Doha Round.
Buenos Aires said it wants strong results
in domestic support and market access
because of its offensive interests in agri-
culture.

The EU said it wants balance within
each pillar of the agriculture talks as well
as balance between the three pillars of
domestic support, market access and
export competition.

The EU’s trade envoy Ambassador
Angelos Pangratis pointed to the need
to bear in mind the linkage between ag-
riculture, market access for industrial
goods, and services. Brussels called for
a lot of political consultations in a step-
by-step process for concluding the Doha
Round by the end of this year.

Japan said it is a net food-importing
country which has considerable food se-
curity concerns. Tokyo said it is not ex-
pecting a high level of ambition, suggest-
ing that it is ready to adjust its high am-
bition in industrial goods and services
in line with the outcomes in agriculture,
said a trade envoy familiar with the
meeting.

Australia called for substantial re-
duction commitments in trade-distorting
domestic support. Australia said with
low ambition, it would need an outcome
that can deliver on the open markets.

The US maintained that it is a big
exporter of farm products with strong
interests in external markets. It said that
it wants to reduce trade-distorting do-
mestic support provided emerging
economies also undertake commensu-
rate commitments. The US argued that
it is not going to secure any gains in
market access with no new market ac-
cess in the emerging economies, accord-
ing to participants familiar with the
meeting.

Kenya told the Brazilian minister
that Nairobi wants a successful outcome
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by D. Ravi Kanth

GENEVA: A large majority of develop-
ing countries on 7 May firmly rejected
demands from the United States, the
European Union and other developed
countries for binding the autonomous
liberalization measures taken by them in
the services sectors after the Uruguay
Round of commitments.

The developing countries made
clear that they are not willing to under-
take “commitments for free” in the ser-
vices negotiations under the Doha
Round, several services negotiators told
the South-North Development Monitor
(SUNS).

The developing countries, especially
Brazil, South Africa, India and Argentina
among others, made it clear that agricul-
ture remains the yardstick of the Round
and at the core of the sequencing frame-
work. They said that without clarity in
agriculture, it would be futile to discuss
elements in the services negotiations at
this juncture.

Around 61 members also rejected a
demand from Canada which wanted the
WTO secretariat to circulate the offers
made by developing countries at the ser-
vices signalling conference in 2008. The
developing countries made clear that it
is inappropriate to discuss those offers
when the level of ambition was already
being lowered in agriculture and indus-
trial goods.

The developing countries – Brazil,
South Africa, India, Ecuador, Barbados
on behalf of the Africa, Caribbean and
Pacific (ACP) Group – also chided the
chair of the Doha Round services nego-
tiations, Ambassador Gabriel Duque of
Colombia, for issuing a one-sided sum-
mary in favour of developed countries
on 27 April. The developing countries
asked the chair to issue a corrigendum
or revision to the summary as the sum-

mary he circulated had failed to reflect
their views on the sequencing and the
request-and-offer-based framework of
the services negotiations.

At a volatile meeting of the services
negotiating body on 7 May, the differ-
ences over the chair’s summary and the
demands made by developed countries
resulted in an all-out confrontation
which has been rarely seen at recent
meetings of the WTO, several services
negotiators told SUNS.
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The chair’s five-page, non-attribut-
able summary had suggested
“benchmarking” the services market ac-
cess negotiations instead of creating a
platform to discuss the possible elements
that would go into the services work
programme by end-July, a developing-
country services negotiator told SUNS.

During the 7 May meeting, the US
said that Washington would settle for
market access in services if members are
willing to “bind” their current autono-
mous services liberalization measures,
according to participants familiar with
the meeting.

The demand of the US was reflected
in the chair’s summary: “the starting
point could be existing GATS [General
Agreement on Trade in Services] com-
mitments, taking into account RTAs [re-
gional trade agreements] and autono-
mous liberalization to assess how much
water could be bound.”

The chair’s summary had also main-
tained that “one delegation proposed a
minimum binding of sectors in existing
GATS commitments at the level applied
domestically or in its RTAs, followed by
a request/offer process for sectors cur-
rently outside the schedule with a view

to achieve bindings at the applied level.”
Several industrialized and a few

developing countries such as Singapore
supported the US demand for binding
autonomous liberalization of services on
the ground that it would lead to binding
of a significant portion of “water” in the
GATS commitments as “a realistic and
doable outcome.”

The European Union called for
“transparency” and “predictability” in
the services commitments on par with
the tariff reduction formula for market
access in agriculture and industrial
goods.

The demands made by the US and
the EU provoked a sharp response from
Brazil, South Africa and India along with
Barbados, the coordinator for the ACP
Group.

Brazil posed some sharp questions
to industrialized countries on the 2008
revised draft modalities in agriculture as
well as on the bound and applied farm
subsidies by the US and other industri-
alized countries. It asked whether the
major industrialized countries are ready
to accept the 2008 revised draft modali-
ties to reduce their domestic farm subsi-
dies in line with their demands in ser-
vices. Brazil emphasized that agriculture
is the key to determining the level of
ambition for the entire Doha Round
talks, arguing that without clarity in ag-
riculture it would be difficult to move in
the services negotiations.

South Africa said while no meetings
are being held in market access for in-
dustrial goods which is an area of criti-
cal concern, an attempt is being made to
determine what members ought to do in
services through the binding of autono-
mous levels of liberalization.

India said while members want re-
moval of “water” between bound and
applied commitments in services, they
are not prepared to remove “water” in
their Aggregate Measurement of Sup-
port (AMS) for trade-distorting domes-
tic subsidies in agriculture.

India also asked whether major in-
dustrialized countries are ready to pro-
vide reciprocal concessions in services by
removing the visa restrictions on short-
term services providers in Mode 4 in re-
turn for binding commitments at the cur-
rent applied level for services.

Canada demanded that the WTO
secretariat circulate a paper indicating
the commitments made in different sec-
tors at the 2008 signalling conference.

at the 10th Ministerial Conference, with
“development” as the key to success.
Kenya called for substantial reduction
commitments in trade-distorting domes-

tic support while ensuring a permanent
solution for public stockholding
programmes for food security.
(SUNS8031)������������������������������������������
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by D. Ravi Kanth

GENEVA: Trade ministers from around
30 countries are due to have an informal
meeting in Paris in June on the sidelines
of the annual ministerial meeting of the
Organization for Economic Cooperation
and Development (OECD) where the de-
veloped countries and WTO Director-
General Roberto Azevedo are expected
to renew and push their “recalibration”
approach to conclude the Doha Round
negotiations, according to several trade
envoys.

Australia has convened this infor-
mal meeting as a half-day event at the
OECD headquarters in Paris to finalize
the post-Bali work programme on a
“recalibration approach”, the envoys
told the South-North Development Moni-
tor (SUNS).

The issues sought to be thrashed out
at the meeting include:

1. the outcomes ministers want to
see in the post-Bali work programme;

2. other outcomes to be achieved by
the 10th Ministerial Conference in
Nairobi, Kenya, in December (15-18 De-
cember); and

3. the work that needs to be done
between now and the Ministerial Con-
ference to achieve those outcomes.

#����	$���������	������	���
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Canberra has invited around 30
trade ministers from developed, devel-
oping and least-developed countries to
ensure that the plan of action drawn up
in consultations with the DG is rubber-
stamped at the meeting so that the DG
can come back to the WTO and tell mem-
bers that it is agreed by trade ministers
from all major regions, said an African
trade envoy.

More importantly, the Australian
Trade Minister Andrew Robb and his

Kenyan counterpart Amina Mohamed,
who will chair the 10th Ministerial Con-
ference, will showcase the decisions
reached at the informal ministerial meet-
ing as the “doable” outcomes based on
the recalibration approach, the envoy
added.

Developing and least-developed
countries remain clueless about the need
for the “recalibration” approach, particu-
larly for whom it is being cobbled and
who are its demandeurs, said another
trade envoy.

“Is the recalibration approach meant
to kill the Doha Development Agenda
on which the Round is premised?” the
trade envoy wondered.

“We know that this is the last major
round to address the continued inequi-
ties in the global trading system and af-
terwards the WTO will be reduced to
servicing the plurilateral agreements for
the developed and some developing
countries,” the envoy added.

Until now, members are clearly di-
vided on the need for recalibration,
which is being promoted by the DG and
major developed countries such as the
United States, the European Union, Ja-
pan, Canada, Australia and Switzerland
among others.

The differences over the post-Bali
work programme based on the
recalibrated framework came into the
open at several meetings over the last
five months.

The developed countries, led by the
United States, have made a strong pitch
for lowering the level of ambition so that
they don’t have to pay by reducing trade-
distorting domestic subsidies, export
subsidies and export credits in agricul-
ture, several developing-country envoys
maintained. At the same time, without
paying any price, they want to be re-

warded with market access concessions
from developing countries in agriculture,
industrial products and services.

But the large majority of developing
and least-developed countries have been
insisting on tackling the central issues of
a development round such as reform of
trade-distorting domestic subsidies in
the US and EU countries along with tar-
iff reduction commitments based on spe-
cial and differential treatment
flexibilities as proposed in the existing
Doha Round mandates. They insist these
must be respected for concluding the
Round.

The DG however is making a
Herculean effort to set aside all the pre-
vious mandates, especially the 2008 re-
vised draft modalities in agriculture and
industrial goods, so as to ensure that the
Round is concluded without any gains
for the developing and poorest countries,
said a South American trade official.

During his recent consultations with
trade envoys from the US, the EU, China,
India, Brazil, Australia and Japan,
Azevedo proposed an average formula
framework without any flexibilities for
replacing the tiered formula approach in
agriculture products and the Swiss for-
mula for industrial goods, the official
said.

The US, the EU, Japan and Austra-
lia have strongly supported the DG’s
approach, while China and India raised
a host of systemic concerns based on the
existing Doha Round mandates.

“It is clear that the recalibrated ap-
proach is meant to serve the mercantil-
ist interests of the major developed coun-
tries so that they can simply run away
without undertaking the commitments
that they are otherwise required to
implement if the negotiations are con-
cluded on the basis of the current man-
dates,” a trade envoy told SUNS.

Trade ministers from around 30
countries – Argentina, Bangladesh (rep-
resenting the group of least-developed
countries), Barbados (representing the
Africa, Caribbean and Pacific Group),
Brazil, Canada, Chile, China, Colombia,
Costa Rica, Egypt, European Commis-
sion, Hong Kong-China, Iceland, India,
Indonesia, Israel, Japan, Korea, Lesotho
(representing the African Group),
Mexico, New Zealand, Nigeria, Norway,
Senegal, South Africa, Switzerland, Chi-
nese Taipei, Tanzania, Turkey and the
United States – will take part in the half-
day meeting. (SUNS8027)���������������������

Around 61 developing countries re-
jected Canada’s demand, saying that
those commitments have no relevance in
the context of the reduced level of ambi-
tion for “cutting water” in farm subsi-

dies.
Hong Kong-China asked the WTO

secretariat to convene a workshop on do-
mestic regulation but this was opposed
by the US. (SUNS8019)��������������������������
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by Kanaga Raja

GENEVA: A number of civil society or-
ganizations (CSOs) have urged support
for a request by the least-developed
countries (LDCs) for an extension of the
transitional period with regard to the
intellectual property protection of phar-
maceutical products, which is set to ex-
pire on 1 January 2016.

This support was voiced on the side-
lines of the World Health Organization
(WHO)’s World Health Assembly,
which took place here from 18-26 May.

It also came ahead of a meeting of
the WTO’s Council for Trade-Related
Aspects of Intellectual Property Rights
(TRIPS) on 9-10 June that is expected to
hold a substantive discussion on the
LDC request. Bangladesh had, on behalf
of the LDCs, introduced the request un-
der the agenda item of “other business”
at a TRIPS Council meeting on 24 Feb-
ruary, with only a brief discussion tak-
ing place on it then (see TWE No. 587).

Apart from being widely welcomed
by health experts and activists, the LDC
request has also received support from
UN agencies such as UNITAID, UNDP
and UNAIDS as well as members of the
European Parliament and generic-drug
suppliers such as the IDA Foundation, a
non-profit provider of generic drugs to
low- and middle-income countries.
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At a media briefing by several CSOs
on 21 May on the sidelines of the World
Health Assembly, Sangeeta Shashikant
of the Third World Network provided
some background surrounding the re-
quest.

The request called on the TRIPS
Council to grant an extension of the tran-
sition period – which comes to an end
on 1 January 2016 – for as long as the
WTO member remains an LDC. The
LDCs also requested that the Council
recommend that the WTO General
Council adopt two waivers. The first is a
waiver from the “mailbox” obligation
under the TRIPS Agreement, which is a

facility for filing patent applications for
pharmaceutical products. The second
waiver concerns the grant of exclusive
marketing rights, which is linked to the
mailbox application, where under cer-
tain conditions, exclusive marketing
rights have to be granted for a period of
five years.

Shashikant said that the LDCs are
home to some of the world’s most vul-
nerable people and they bear a consid-
erable health burden. At the end of 2013,
an average of 10.7 million people living
with HIV resided in the LDCs and only
3.8 million had access to antiretroviral
(ARV) therapy.

An increase in the non-communi-
cable disease burden is also expected in
the coming years in the LDCs. The per-
centage increase in cancer by 2030 com-
pared to 2008 will be much greater in
lower- and middle-income countries
than in other countries, she said, adding
that there is a huge public health crisis
in the LDCs.

In 2001, recognizing the special cir-
cumstances of the LDCs, WTO members
granted a specific exemption for phar-
maceutical products in paragraph 7 of
the Doha Declaration on the TRIPS
Agreement and Public Health, which
was later adopted as a TRIPS Council
decision in 2002.

This decision very specifically ex-
empts LDCs with respect to pharmaceu-
tical products, where they do not have
to implement patents and test data pro-
tection, as well as not having to enforce
existing patent rights and test data obli-
gations until 1 January 2016.

At the same time, the General Coun-
cil granted a waiver for exclusive mar-
keting rights until 1 January 2016.

While the TRIPS Council had sub-
sequently in 2013 granted LDCs a gen-
eral exemption that applied to all aspects
of the TRIPS Agreement (except for Ar-
ticles 3, 4 and 5), Shashikant said, there
is great value in the separate exemption
on pharmaceutical products because it
is very specific to these products and

gives a lot of certainty.
A number of LDCs have relied on

this decision to enable the importation
of affordable pharmaceutical products,
and it has been a very effective mecha-
nism to promote access to medicines in
the LDCs.

Noting the concerns expressed that
this extension will not be granted or that
it will be subjected to certain terms and
conditions, Shashikant expressed hope
that the TRIPS Council will actually con-
sider and grant the LDCs’ request when
it meets in June.
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Also at the CSO media briefing,
James Love of Knowledge Ecology Inter-
national (KEI) said it is important going
forward that LDCs have a different rule
on patents, that they won’t have to patent
pharmaceutical products, that they can
legislate and remove pharmaceuticals
from their patent laws, that generic-drug
manufacturers can anticipate the market,
and that lawmakers can put in efforts to
change laws knowing that there will be
more sustainable solutions. The right
thing to do is to make the LDC exten-
sion permanent, he said.

Rohit Malpani of Medecins Sans
Frontieres (MSF)’s Access Campaign
said that MSF is supportive of the LDC
request. It is watching very closely to see
whether or not the request will be
granted fully as Bangladesh has set for-
ward.

MSF is increasingly an organization
that exists in two realities, he said. It
works both in LDCs – where it is able to
get access to the lowest-cost generic
medicines, vaccines and open platforms
for diagnostics – as well as in 35 middle-
income countries where the introduction
of intellectual property rules makes it
increasingly difficult to access affordable
medical tools.

“So in many ways we see situations
in which we can get the lowest-cost tools
to patients in the least-developed coun-
tries and we cannot do so in middle-in-
come countries and that is why the LDC
extension is so important. This is because
we want to be able to continue at least
being able to reach patients in LDCs with
the best possible medical care at the low-
est possible cost,” he said.

Another reason the extension is im-
portant for MSF is that it often faces a
hard time encouraging generic-drug
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companies in particular to register drugs
or market drugs to the LDCs. If the LDC
extension is not granted in the way that
it has been put forward by Bangladesh,
it reduces the certainty for these manu-
facturers to sell their products in these
markets, said Malpani. The certainty that
the LDC extension provides would play
an important enabling role to ensure that
MSF can get low-cost medical tools to
these poorest countries.

“MSF is concerned as it does think
there is a history especially by the US and
the EU to put pressure on the LDCs to
not introduce these rules that have a
strong public health impact,” he added.

 
�������������

Meanwhile, in a press statement is-
sued on 21 May, the United Nations De-
velopment Programme (UNDP) and the
Joint United Nations Programme on
HIV/AIDS (UNAIDS) called attention to
the urgent and compelling case for the
international community to take all mea-
sures possible to protect the health of
people living in the LDCs.

“Millions of people rely on access to
affordable, assured quality generic medi-
cines,” said Michel Sidibe, Executive Di-
rector of UNAIDS. “WTO Members have
before them a critical opportunity to help
least-developed countries to reach health
and sustainable development goals –
failure to support them could put mil-
lions of lives at risk.”

Access to adequate healthcare, in-
cluding affordable medicines, remains a
key challenge in most LDCs, affecting
millions of lives. The flexible intellectual
property arrangements currently avail-
able to LDCs are a crucial tool for im-
proving health, said the UN agencies.

“While much progress has been
made in scaling up access to HIV treat-
ment, much more will be required in the
post-2015 era to achieve the vision of a
life of dignity for all, leaving no one be-
hind,” said UNDP Administrator Helen
Clark.

The percentage of people living with
HIV who are not receiving antiretroviral
therapy has been reduced from 90% in
2006 to 63% in 2013. LDCs and develop-
ing countries have effectively used tran-
sition periods to scale up access to treat-
ment for HIV and its co-infections by
importing or manufacturing lower-cost
generic medicines.

                          (continued on page 16)
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by Kanaga Raja

GENEVA: The Framework for Engage-
ment with Non-State Actors (FENSA),
initiated to safeguard the independence,
integrity and credibility of the World
Health Organization (WHO), now seems
to bear the threat of facilitating and le-
gitimizing corporate capture of the or-
ganization, civil society groups have
charged.

Ahead of the first meeting of the
drafting group that was to consider the
latest draft of the framework at the 68th
World Health Assembly, some 33 civil
society organizations (CSOs) and social
movements called on delegates to defend
the integrity, independence and demo-
cratic accountability of WHO.

The World Health Assembly,
WHO’s supreme decision-making body,
held its 68th session in Geneva on 18-26
May.

In a joint statement, the CSOs called
on WHO member states to take such
time as is necessary to achieve a robust
framework for engagement with non-
state actors in order to protect the orga-
nization from improper influence.

(The 68th World Health Assembly
ended by adopting a resolution to con-
tinue the FENSA negotiations following
failure to reach consensus on several
critical issues. The resolution requested
the WHO Director-General to convene
an open-ended intergovernmental meet-
ing by 15 October to finalize the draft
framework, and to submit the finalized
draft text to the 69th World Health As-
sembly next year through WHO’s Execu-
tive Board.)

The CSOs also called on member
states to support WHO Director-General
Margaret Chan’s proposals to increase
the assessed contributions to the organi-
zation. (Assessed contributions are funds
provided by governments which can be
spent according to WHO’s priorities
without being tied to specific uses.)

According to the groups, there is
strong apprehension that the FENSA ne-
gotiations may fundamentally alter the
engagement with the private sector and
philanthropic foundations and non-gov-
ernmental organizations (NGOs) spon-
sored by the private sector in a manner

that would compromise the credibility
of WHO.

“Many proposals by rich countries
in draft FENSA text [are] promoting cor-
porate capture of WHO in the name of
promotion of engagements without dis-
cussion on any comprehensive mecha-
nism to avoid conflict of interest. These
proposals, if accepted, would institution-
alize the undue corporate influence on
WHO,” said Lida Lhotska of the Inter-
national Baby Food Action Network
(IBFAN) in a press release.

The signatories to the joint CSO
statement included Alianca de Combate
de Tabagismo/Brasil (ACT/Br), All In-
dia Drug Action Network, Corporate
Accountability International, Diverse
Women for Diversity, Health Action In-
ternational (HAI), IBFAN, Medico Inter-
national, NGO Forum for Health,
People’s Health Movement (PHM), Pub-
lic Services International, Society for In-
ternational Development (SID), Third
World Network (TWN), Wemos, and
World Social Forum on Health and So-
cial Security.

The signatories also expressed con-
cern that rich member-state donors have
been deliberately undermining WHO
and weakening its capacity to promote
global health by under-funding, tight
earmarking of donor funding and open-
ing spaces for corporate influence.
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“We learnt that many member states
are opposing any curb in the existing
practices, which facilitate the corporate
intrusion in WHO. The opposition of
certain member states to ban the
secondment from private sectors and
other non-state actors as well as using
the financial resources from private sec-
tor to pay the salary of WHO staff rein-
forces the status quo and threatens the
credibility of WHO,” said K.M.
Gopakumar of the Third World Net-
work.

“The refusal of [an] increase in the
assessed contribution is the technique
deployed to force WHO to [be] open for
corporate influence,” said David Legge

of the People’s Health Movement. “The
compromised flexibility in financial re-
sources forces the vulnerability of WHO
to look for resources from donors with
profit motives and endangers the consti-
tutional mandate of WHO.”

At a media briefing here on 19 May,
Gopakumar of the Third World Network
explained that on the following day at
the World Health Assembly, the WHO
member states would be restarting the
negotiations on the Framework for En-
gagement with Non-State Actors. Non-
state actors include NGOs, the private
sector, philanthropic foundations and
academic institutions.

The idea to have a set of policies to
regulate the engagement with non-state
actors came about as part of WHO’s gov-
ernance reform programme that was
launched in 2011.

Gopakumar noted that many states
have raised concerns about the way in
which WHO is engaging with non-state
actors. There were serious concerns
about conflict of interest, as well as on
the credibility, integrity and indepen-
dence of WHO, based on the existing
practices.

During the reform process, there
was a push to have more engagement
with non-state actors, and many mem-
ber states raised concerns that this may
compromise WHO’s credibility. The pro-
cess, he said, is now at the stage where it
may legitimize or reinforce the status
quo.

According to Gopakumar, it could
also bring about a further deterioration
of the credibility, integrity and indepen-
dence of WHO by facilitating greater in-
trusion by non-state actors, in particular
the private sector and philanthropic
foundations controlled by the private
sector.

Lhotska of IBFAN, referring to the
WHO reform process, said that “we are
suddenly faced with the challenge that
threatens to undermine all those years
of our work, and we are also very con-
cerned that WHO, if things go wrong,
may come out of the reform, captured
by the corporate actors ...”

According to Lhotska, the current
draft framework further reasserts old
channels of undue influence and con-
tains new policies that open up official
relations not only to NGOs but to all the
other so-called non-state actors. This
means that it would open up official re-
lations to philanthropic foundations, the
private sector, in particular business as-
sociations, academia and NGOs, without
distinguishing the NGOs which may
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lean far more to the business side than
to the public side.

“If the framework is accepted as pro-
posed, we fear that it will lead to the loss
of credibility of WHO,” she said.

Legge of the People’s Health Move-
ment underlined that the failures in
WHO’s response to the 2014 Ebola out-
break were in large part a consequence
of a funding freeze which has been op-
erating with increasing stranglement
over the last 20-30 years.

Over the last 20 years, the propor-
tion of WHO’s budget which is met
through mandatory assessed contribu-
tions has fallen from 75% to 20%. This is
a consequence of continuing new func-
tions being added to the organization
and a continuing freeze on assessed con-
tributions, he said.

He pointed out that the remaining
80% is met by voluntary donations from
the rich countries, the World Bank and
the Bill & Melinda Gates Foundation.

Noting  that  the WHO Director-
General has  been asking for a 5% in-
crease in assessed contributions, Legge
said that at WHO’s Programme, Budget
and Administration Committee in mid-
May, Belgium and the United Kingdom
both spoke firmly against the 5% in-
crease.

He said that the UK contributes $24
million in assessed contributions per
year to WHO, while its voluntary con-
tributions amount to $65 million a year.
And it is refusing to pay an extra $1.25
million, which is the 5% increase that the
Director-General is asking for. Belgium
contributes $4.65 million in assessed con-
tributions per year, and a 5% increase
would amount to $230,000, he added.

!������	(��	����

In their joint statement, the CSOs
and social movements noted that donor
funds account for 80% of WHO’s bud-
get and 93% of donor funds are tightly
earmarked to programmes that the do-
nors support.

“This prevents WHO from imple-
menting programmes that rich countries
do not support, even when they are de-
cided by the World Health Assembly.
Threats of further funding cuts are held
out if attempts are made to implement
such programmes.”

According to the joint statement,
WHO’s compromised ability to inter-
vene effectively during the 2014 Ebola
crisis is a tragic illustration of the impact
of the budgetary crisis on WHO’s capac-
ity to fulfil its mandate.

Over the last four years, WHO has
been through a far-reaching reform

programme driven in part by arguments
that the freeze on assessed (mandatory)
contributions should remain in place
until the organization addresses its inef-
ficiencies. “Such arguments fly in the
face of clear evidence that these ineffi-
ciencies are largely a function of WHO’s
financial crisis brought on by the freeze
on assessed contributions,” said the
groups.

Referring to the Director-General’s
proposal for a 5% increase in assessed
contributions, the statement said that
while 5% is a relatively small increase,
much less than what the big donors con-
tribute as voluntary contributions, it is
of huge symbolic value and a crucial step
towards breaking the logjam of a freeze
on assessed contributions.

“Predictably, certain large donor
countries are gearing up to oppose the
increase and refuse to adopt the budget.”

According to the groups, threats to
health and barriers to affordable
healthcare arise due to the commercial
interests of big corporations. The increas-
ing incidence of obesity, diabetes, heart
disease and stroke due to intensively
marketed cheap, ultra-processed foods
is a stark example.

“Pharmaceutical corporations
clearly value shareholders’ demand for
profits over affordable access to essen-
tial medicines and vaccines. For WHO
to fulfil its mandate, it must be able to
name such threats and barriers and de-
velop and implement policies and

programmes to manage them.”
However, said the joint statement,

rich member states, the US and the UK
in particular, have repeatedly opposed
WHO taking any action which might run
counter to the interests of transnational
corporations.

Furthermore, certain rich member
states are seeking to force WHO to open
up its policy-making and decision-mak-
ing spaces to the transnational corpora-
tions.

The civil society groups argued that
proposals for “multi-stakeholder part-
nerships” would designate junk food
manufacturers as partners in the task of
addressing obesity, heart disease and
stroke.

They noted that over the last two
years, WHO and its member states have
been locked in a contentious debate
around the rules governing corporate
influence over decision-making in WHO.
“Rich countries are seeking to use these
rules to clear the way for transnational
corporations to buy influence and insert
corporate staff into strategic positions
within the WHO Secretariat.”

According to the joint statement, the
present draft of the Framework for En-
gagement with Non-State Actors is con-
tested and problematic. “It is more im-
portant to get a good outcome than rush
to adopt a document that might further
legitimize corporate influence on deci-
sion-making in WHO,” said the groups.
(SUNS8025)�������������������������������������������
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by Bodo Ellmers

The prevention of debt crises and the
way these crises are managed have a ten-
dency to fail due to the lack of adequate
institutions. While Europe is still strug-
gling to solve the old debt crises, a new
round of debt crises is emerging in de-
veloping countries, triggered by falling
commodity prices and rising borrowing
costs. Against this backdrop, an expert
group convened by the United Nations
Conference on Trade and Development
(UNCTAD) has developed a detailed
new “Roadmap and Guide” that aims to
make future debt workouts fairer, more
efficient and more sustainable. Applica-

tion of the Roadmap, which was released
in April, would revolutionize the way
debt crises are managed in future.

The timing could not be better.
Greece, strangled by austerity measures
and the economic and humanitarian cri-
ses they have caused, is once again on
the verge of bankruptcy, proving that the
Troika bailout strategy failed and debt
restructuring is the only solution. In fact,
it had been the better solution from the
very beginning of the crisis. The major
UN Financing for Development (FfD)
Conference (in Addis Ababa in July) and
the summit to adopt the post-2015 Sus-
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tainable Development Goals (SDGs) (in
New York in September) are both com-
ing up, and sovereign debt workouts are
a fundamental pillar of both FfD and the
SDGs. Falling prices at the end of the
commodities super-cycle might drive
many developing countries back to bank-
ruptcy, especially when interest rates
begin to rise.

)�������
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The UNCTAD expert group has ex-
amined the shortcomings of the current
multilateral debt (crisis) management
regime and found that it cannot work
effectively because it is highly frag-
mented across different creditor-domi-
nated forums such as the International
Monetary Fund (IMF) and the Paris
Club, none of which can guarantee a debt
restructuring deal that covers the whole
debt stock in a single comprehensive
process. Debtors need to negotiate sepa-
rately with different groups. The piece-
meal debt restructurings that this system
involves take a long time and lead to
unfair outcomes, because all the credi-
tor groups pursue their vested interests
and push for better deals for themselves.
Some hedge funds – the vulture funds –
have even made a lucrative business
model out of sabotaging debt crisis man-
agement by fully refusing to negotiate
and suing for full payment. The current
regime has no effective way of stopping
the vultures and enforcing participation
and fair burden-sharing among credi-
tors.

Many of these problems could be
overcome by creating a Sovereign Debt
Workout Institution (DWI) as part of the
multilateral system. This DWI would be
impartial and transparent. It would be a
forum to which debtor states can turn
when seeking a debt workout. Its role
would be to facilitate an inclusive dia-
logue with the entirety of a country’s
creditors and other stakeholders, to me-
diate and to provide the technical and
logistical support for sovereign debt
workouts.

The UNCTAD Roadmap also sug-
gests developing new early warning in-
dicators and indicator benchmarks for
sovereign debt. Such indicators would
need to take the new sustainable devel-
opment agenda and its financial impli-
cations for UN member states into ac-
count. Last but not least, the Roadmap
suggests that all UN member states

should adopt “specific legislation to pro-
tect the outcome of consensual negotia-
tion processes”, i.e., to avoid vulture-
fund lawsuits. The suggestion for creat-
ing public lists of uncooperative credi-
tors and their parent companies also has
the goal of stopping vulture-fund at-
tacks. 

A key asset of the Guide is its sug-
gestions to sovereign debtors. Similar to
recent IMF proposals, UNCTAD sug-
gests improving bond contracts by add-
ing (single-tier aggregated) collective
action clauses. The Guide goes beyond
the IMF proposals, however, when it also
suggests clauses allowing for mediation
and arbitration in a sovereign debt re-
structuring, a standstill of payments and
a stay on litigation and enforcement. It
also suggests setting up debt manage-
ment offices and producing independent
debt stability reports.
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The centrepiece of the new tool,
however, is the debt workout Roadmap,
which outlines a process involving 17
steps, from the trigger to the closure of a
debt restructuring process. A key inno-
vation of the UNCTAD proposal is that
the process is largely driven by the
debtor side, with the support of the in-
dependent DWI. This is designed to
overcome the current problem of debt
restructurings being “too little too late”
because they depend on creditors, who
tend to delay the process in the hope that
better times will come or that someone
will let the bailout monies flow.

Based on thorough debt
sustainability analyses that identify
whether there is a solvency or just a li-
quidity problem, the debtor would in-
voke a debt standstill and, if needed,

capital controls. It would invite creditors
to an initial roundtable which will de-
cide on modalities for negotiations.
These could either be direct negotiations
between debtor and creditors, or be fa-
cilitated by a mediator or an arbitration
panel. In any case, agreements will be
binding on all parties, will include a veri-
fication of claims and the opportunity to
question their  validity,  and will be
based on an independent debt
sustainability analysis. This analysis
would also determine the size of hair-
cuts and the economic and social recov-
ery programme.

The full implementation or applica-
tion of the new UNCTAD Roadmap and
Guide would revolutionize how debt
crises are handled. It would speed up
their management, lead to fairer out-
comes and, most importantly, reduce
and mitigate the development damage
they cause. In many areas, the Roadmap
and Guide presents options rather than
clear guidance. This might make sense,
however, as the specific nature of debt
crises varies from country to country,
and a one-size-fits-all approach is not
always the best way to go, as the poor
outcomes of Paris Club restructurings
have demonstrated.

The modular structure also allows
for incremental introduction of the many
specific suggestions by policy-makers.
The year 2015 is certainly not short of
opportunities to do so, with the UN Gen-
eral Assembly process towards setting
up a multilateral framework for sover-
eign debt restructurings ongoing, and
with the Addis and New York summits
on the horizon.��������������������������������������

Bodo Ellmers is Policy and Advocacy Manager at
the European Network on Debt and Development
(Eurodad), from whose website (eurodad.org) this
article is reproduced.
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Finance, like a cancer, grows

Roberto Savio trains the spotlight on the
dangerous “new ethic” of the financial
sector.

It is astonishing that every week we see
action being taken in various parts of the
world against the financial sector, without
any noticeable reaction of public opinion.

It is astonishing because at the same
time we are experiencing a very serious
crisis, with high unemployment, precari-
ous jobs and an unprecedented growth of
inequality, which can all be attributed
largely to speculative finance.

This all began in 2008 with the mortgage
crisis and the bursting of the derivatives
bubble in the United States, followed by
the bursting of the sovereign bonds
bubble in Europe. It is calculated that we
will need to wait until at least 2020 to be
able to go back to the levels of 2008 - so
we are talking of a lost decade.

To bail out the banks, the world has
collectively spent around $4 trillion of
taxpayers’ money. Just to hit home the
point, Spain has dedicated more than its
annual budget on education and health to
bailing out the banking sector ... and the
saga continues.

In the week of 18 May, five major banks
agreed to pay $5.6 billion to the US
authorities because of their manipulations
in the currency market. The banks are
household names: JPMorgan Chase and
Citigroup from the US, Barclays and the
Royal Bank of Scotland from the UK, and
the Swiss UBS.

In the case of UBS, the US Department
of Justice took the unusual step of tearing
up a non-prosecution agreement it had
reached earlier, saying that it had taken
that step because of the bank’s repeated
offences. “UBS has a ‘rap sheet’ that
cannot be ignored,” said Assistant US
Attorney-General Leslie Caldwell.

This is a significant departure from the
Justice Department’s guidelines issued in
2008, according to which collateral
consequences have to be taken into
account when indicting financial institu-
tions.
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It is astonishing that every week we see
action being taken in various parts of the
world against the financial sector, with-
out any noticeable reaction of public
opinion.

It is astonishing because at the same
time we are experiencing a very serious
crisis, with high unemployment, precari-
ous jobs and an unprecedented growth
of inequality, which can all be attributed
largely to speculative finance.

This all began in 2008 with the mort-
gage crisis and the bursting of the deriva-
tives bubble in the United States, fol-
lowed by the bursting of the sovereign
bonds bubble in Europe. It is calculated
that we will need to wait until at least
2020 to be able to go back to the levels of
2008 – so we are talking of a lost decade.

To bail out the banks, the world has
collectively spent around $4 trillion of
taxpayers’ money. Just to hit home the
point, Spain has dedicated more than its
annual budget on education and health
to bailing out the banking sector ... and
the saga continues.

�����������"�������	(

In the week of 18 May, five major
banks agreed to pay $5.6 billion to the
US authorities because of their manipu-
lations in the currency market. The banks
are household names: JPMorgan Chase
and Citigroup from the US, Barclays and
the Royal Bank of Scotland from the UK,
and the Swiss UBS.

In the case of UBS, the US Depart-
ment of Justice took the unusual step of
tearing up a non-prosecution agreement
it had reached earlier, saying that it had
taken that step because of the bank’s re-
peated offences. “UBS has a ‘rap sheet’
that cannot be ignored,” said Assistant
US Attorney-General Leslie Caldwell.

This is a significant departure from
the Justice Department’s guidelines is-
sued in 2008, according to which collat-
eral consequences have to be taken into
account when indicting financial institu-
tions.

“The collateral consequences con-
sideration is designed to address the risk
that a particular criminal charge might
inflict disproportionate harm to share-
holders, pension holders and employees
who are not even alleged to be culpable

or to have profited potentially from
wrongdoing,” said Mark Filip, the Jus-
tice Department official who wrote the
2008 memo.

Referring to the case of accounting
giant Arthur Andersen, which certified
as valid the accounts of the Enron energy
company that went into bankruptcy for
faking its budget, Filip said that “Arthur
Andersen was ultimately never con-
victed of anything, but the mere act of
indicting it destroyed one of the corner-
stones of the Midwest’s economy.”

This was in fact a declaration of im-
punity, which did not escape the man-
agers of the financial system, under the
telling title of “Too Big to Fail”.

In the week of 11 May, a judge from
the Federal District Court of Manhattan,
Denise L. Cote, condemned two major
banks – the Japanese Nomura Holdings
and the British Royal Bank of Scotland –
for misleading two public mortgage in-
stitutions, Fannie Mae [Federal National
Mortgage Association] and Freddie Mac
[Federal Home Loan Mortgage Corpo-
ration], by selling them mortgage bonds
that contained countless errors and mis-
representations. “The magnitude of fal-
sity, conservatively measured, is enor-
mous,” she wrote in her scathing deci-
sion.

Nomura Holdings and the Royal
Bank of Scotland were just two of 18
banks that had been accused of manipu-
lating the housing market. The other 16
settled out of court to pay nearly $18 bil-
lion in penalties and avoid having their
misdeeds aired in public. Nomura Hold-
ings and the Royal Bank of Scotland re-
fused any settlement and instead went
to court against the US government, ar-
guing that it was the housing crash
which caused their mortgage bonds to
collapse. Judge Cote, however, wrote
that it was precisely the banks’ criminal
behaviour which had exacerbated the
collapse in the mortgage market.

It is worth noting that, until now, the
cumulative fines inflicted by the US gov-
ernment on just five major banks since
2008 amount to a quarter of a trillion
dollars. No one has yet gone to jail – fines
have been paid and the matter closed.

Now the question: is all this due to
the misconduct of a few greedy manag-
ers or is it due to the new “ethics” of the

financial sector?
By the way, let us not forget that it

was revealed recently that 25 hedge fund
managers took close to $14 billion only
last year and that the highest-paid man-
ager took for himself the unthinkable
amount of $1.3 billion, equal to the com-
bined average salaries of 200,000 US pro-
fessionals.

Well, in mid-May, the respected
University of Notre Dame was reported
as having published a startling report,
based on a survey of more than 1,200
hedge fund professionals, investment
bankers, traders and portfolio managers
from the US and the UK, in which about
one-third of those earning more than
$500,000 a year said they “have wit-
nessed or have first-hand knowledge of
wrongdoing in their workplace.”

The report went on to say that
“nearly one in five respondents feel fi-
nancial services professionals must
sometimes engage in unethical or illegal
activity to be successful in the current
financial environment”, and in any case,
nearly half of the high-income profes-
sionals consider authorities to be “inef-
fective in detecting, investigating and
prosecuting securities violations.”

A quarter of respondents stated that
if they saw that there was no chance of
being arrested for insider trading to earn
a guaranteed $10 million, they would do
so. And nearly one-third “believe com-
pensation structures or bonus plans in
place at their companies could
incentivize employees to compromise
ethics or violate the law.”

It should also be noted that the ma-
jority were worried their employer
“would likely retaliate if they reported
wrongdoing in the workplace.”

So, the bonus that goes to those in
the financial sector every year practically
amounts to a bribe for silence on miscon-
duct. At the same time, we have learnt
that in Guatemala, the governor of the
central bank has been arrested for em-
bezzling $10 million.

Of course, everything is a question
of scale ... but in sociology there is a
mechanism called the “demonstration
effect”. The example of Wall Street and
the City will increasingly seep down
once a new “ethic” is in place. It will
propagate if it is not stopped, but this is
not happening.

A final note. In the same week (how
many things have happened in such a
short space of time!), the US Federal
Trade Commission accused four re-
spected cancer charities of misusing do-
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nations worth millions of dollars.
One of them, the Cancer Fund of

America, had declared that it spent 100%
of its proceeds on hospice care, transport-
ing patients to chemotherapy sessions
and buying medication for children. The
Federal Trade Commission found that in
fact less than 3% of donations were spent
on cancer patients.

The “new ethic” is itself a cancer,
and it is metastasizing rapidly. (IPS Col-
umnist Service)���������������������������������������

Roberto Savio is founder and president emeritus
of the Inter Press Service (IPS) news agency and
publisher of Other News. The views expressed in
this article are those of the author and do not nec-
essarily represent the views of, and should not be
attributed to, IPS.

According to the press statement,
access to medicines such as sofosbuvir
used to treat chronic hepatitis C remains
a grave challenge in LDCs because of
high prices. Sofosbuvir can cost as much
as $84,000 for a 12-week course in devel-
oped-country markets. Lower prices via
generic licences are being offered by the
patent holder in some developing coun-
tries, but that would still place a consid-
erable burden on health budgets.

A company in Bangladesh, making
use of its LDC status, has launched its
own version for $900 for the 12-week
course. “While this price is also out of
reach of many patients in LDCs, with the
possibility of other manufacturers
emerging in LDCs there is potential for
greater competition and further price
reductions,” said the UN agencies.

UNDP and UNAIDS noted that
there is another transition period in place
which they have previously backed (i.e.,
the general exemption granted in 2013),
which exempts LDCs from implement-
ing their WTO intellectual property ob-
ligations for all fields of technology, but
this period expires in 2021.

“The proposed transition period on
pharmaceutical products, for as long as
an LDC remains an LDC, is necessary on
top of that general transition period, for
the longer-term security it would pro-
vide for patients, manufacturers, donors
and LDC governments alike.”

UNDP and UNAIDS urged all WTO
members to support the LDC request for
a transition period on pharmaceutical-
related patents and clinical data for as
long as a country remains an LDC.
(SUNS8027)������������������������������������������

                      (continued from page 11)
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