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Since the 2002 Monterrey Conference, financial §aw support the achievement of the Millennium
Development Goals (MDGs) and other internationalyreed goals, especially in the South have
remained grossly inadequate, unpredictable, aratil@mlThe rapid growth of global capital flows hast
automatically led to a corresponding increase iamseavailable for poverty eradication and decemkwo
Worse, recurrent crises and dynamics in the intenmal financial system have had grave consequences
for many developing countries. The political commfis for creating an enabling environment for
development, linked to the six thematic areas ef fhonterrey Consensus, have, by and large, not
materialized.

Each year, the exodus of capital and tax avoidamaetices are robbing the countries of the South of
hundreds of billions of dollars. The exponentiarease of foreign exchange reserves, above akfiten
the state budgets and the ailing economies of & Bnhd Europe. Portfolio investments and short-term
private loans are highly volatile, and should therldrwide crisis on the financial markets become
aggravated, they may be withdrawn as suddenly ftemeloping countries as they flowed in.

Since 2002, there is a growing concern over laclcahpliance by developed countries with their

commitment to 0.7 percent of GNI to Official Devgloent Assistance (ODA). Only a small proportion

of the increase has contributed to the transféresh money to the South. And yet, increased temasire

a necessary pre-condition for the fulfilment ofeimationally agreed development goals including the
MDGs, for the effective eradication of poverty, ahd fulfiiment of the decent work agenda.

Poverty is based on a radically unequal distrilbutid income, coupled with unequal distribution of
assets, unequal access to opportunities for deaaktand employment, social services and benefitd,

on the unequal distribution of political power. Wdoal access to information and political particiqat
are also part of this “inequality predicament”. h$ largely the result of deep-seated and pensiste
imbalances in the current workings of the globaremy which, according to the World Commission on
the Social Dimension of Globalization, isthically unacceptable and politically unsustairgtblWomen
suffer disproportionately from the negative effeofsthese inequalities, as théwave been drawn in
growing numbers into the global economy as asselif#yworkers, as migrant service providers, health
care providers, food producers and petty retailerthe informal economy, with low wages, insecure
employment, and unsafe and unhealthy working cmmit

The current situation in many parts of the Southharacterized by “growth without poverty reduction
or even “growth with growing inequities”. This ispecially troubling when economic growth rateshia t
South have never been so good in many decades. Gdityrprices are up and interest rates are down.
However, there is a serious risk of sharply incedasaflation and even stagflation in many countraesd
growth has not resulted in redistribution or evereduction in extreme poverty. Rather, all the enitk
points to more inequality within and between coigstrMoney is not flowing where it is needed mest,
that poor countries or poor sectors of the popahatiithin countries are excluded from participatiand

fail to reap the benefits of development.



Today still over 862 million people are sufferinggrh hunger and malnutrition, and with the current
global food crisis, the number is rising fast. Bsiof staple foods are rising from between 10 dhges
cent, and will remain well above the levels of th&t decade. These trends will hit the poor andyhun
the hardest over the coming years, and will reveesd-won gains in poverty alleviation. Diversioarh
food to fuel production to meet the growing demémdbiofuel is cited as a factor forcing up prict#s-
inspired policies leading to the dismantling ofioa&l grain buffer stocks, and shifts from foodetqort
production have contributed to the crisis. Climatgange, low grain stock levels, financial and
commodity speculation, the control exercised byew fdominant multinational corporations over
agricultural trade have also added to price riselspaice volatility.

Therefore, coherent action is urgently needed byiriternational community to deal with the impaft o
higher prices on the hungry and poor. Long-termrag@ghes are needed to address the root systemic
causes of the crisis, and to reverse disastrousoeto policies. But the rising concern over acdess
food and suggested measures to increase food pimuand availability run the risk of yet again pay

little attention to the role and potential of womes producers of food in some of the poorest camtr
and regions of the world. Policy measures geare@ris overcoming the food crisis must take these
gender dimensions into account.

The foregoing analysis serves to highlight why goweents are facing a double challenge at the up-
coming Financing for Development (Ffd) Conferentdbha: On the one hand, they have to find ways
of substantially increasing the transfer in reait of public resources to the South, while engutirat
public revenue is generated and mobilised for pggveradication, decent work, achieving gender
equality, and improving the livelihoods of the ptgtion. On the other hand, they have to agreeke ta
steps to address the global imbalances and inapgi®gconomic and trade policies that are fuelthg
current global crises in the food and energy sectand in the financial markets, and severely
compromising development prospects for the countifehe South.

For one, it has now become clear that agriculfio@g security and food sovereignty need to be pokb
on to the development agendrrther, the challenge of financing climate adaptabn and mitigation
must be addressed. In this regard, international agements must be based on the principle of
additionality in relation to already promised resouces for development. Civil society analyses point
to the critical need, both to address the systemiweaknesses that have undermined the consensus
reached in Monterrey, and to supplement the 2002 camitments with a package of new, concrete
monitorable measures, coupled with a strong and elipit political commitment to implement them.
Some key recommendations for such a package emeffgem the analysis which follows:

A. Mobilising national resources

In order to achieve the international developmerdlg and overcome dependence on external donors,
whether governments, banks or the Internationaduiéa Institutions, the countries of the South rteed
substantially increase revenue from national resesjrand channel these resources towards meeting th
needs of the poor. The Monterrey Consensus hadidtiggd domestic resource mobilization both public
and private as essential for sustaining produciiwestment and increasing human capacities. The
domestic policy tools that can inform this procesdude fiscal reform, as well as fiscal and mongeta
instruments to moderate economic downturns ancegrett risk economic sectors and populations from
negative impacts.

To achieve sustainable development, internatioredsuares are just as indispensable as fiscal redbrm
national level. Common and coordinated measuresi@eded to address the world-wide tax race to the



bottom. More effective taxation of trans-nationalrporations, combating corruption, addressing the
capital exodus to tax havens and achieving thenetimisappropriated monies from foreign accotats
the countries of the South, these are only possiblencreased multilateral co-operation.

1. Supporting the establishment of efficient and fia taxation systems and strengthening financial
administration

The key precondition to boosting public revenueaigprogressive and efficient system of taxation,
utilizing a broad and equitable tax base, and targe¢hose most able to pagarnings from capital and
resource extraction should be taxed more heavily #tin earnings from labour. Tax systems should be
more redistributive, with tax relief for low wage workers and the poor. A progressive systeof
taxation must also be gender sensitive, taking acagnt of the differential holdings of assets and rerst
between men and womenGeneralized value-added taxes should be discouragatiey place a greater
strain on the poor, owing to their regressive ratilational parliaments have a role to play in sufdpg

tax reforms through legislative and policy measubes/elopment cooperation should also give increase
support for these reform measures déamand-drivertonsultancy and technical assistance, and capacity-
building for the establishment of efficient finare@ministration and independent audit offices.

2. Transparent income reporting and effective taxdabn of transnational corporations

An effective corporate tax must be an essentiahefg of any efficient tax system. In this regaak
exemptions or tax incentives for transnational invstors in Special Economic Zones is
counterproductive should be strongly discouraged ah corporate tax regimes promoted in an
internationally co-ordinated manner. All countries ought to implement laws on transfeicipg that
would be based either on the arm’s length methatheiformulary apportionment method, whichever is
more practical to apply, and provides the bestltgsu

More transparent international accounting standardsfor transnational corporations on a country-
by-country basis are also neededReports on the profits earned and the taxes paigach country
where a company operates can provide informationtransfer pricing and trade invoicing. Key
information on private and corporate payment flatshome and abroad must no longer be concealed
from tax authorities. Lax reporting requirementshia mineral oil, gas and mining industries in jgaftar,
must be addressed. Moreover, stabilization clairseontracts in the extractive industry compensate
foreign investors for market shocks resulting frpatitical instability or adverse legislative chasgén
particular, the host government underwrites thes las a foreign investor in the event of adverse
circumstances. Stabilization clauses of this natgestitute a legalized form of capital flight from
mineral producing countries, particularly in Africa

Lack of transparency in reporting must be addressedas it leads to misappropriation, corruption
and tax evasion.Both the governments of the primary product pranlycountries and the companies
involved must disclose the relevant data.

Since a competitive disadvantage may arise fromuthitateral disclosure of information, voluntary
disclosure requirements are inadequbtstead,all companies ought to be legally required to disose

all information on taxes, profits, fees and other pyment flows between them and public institutions
in all countries in which they operate. Such disckure requirements should, at a minimum, use the
reporting template adopted by the voluntary "Extractive Industries Transparency
Initiative"(EITI). Jurisdictions controlling major capital markets should make such disclosure a
requirement for being registered in such marketsCountry-by-country reporting should be included in
international accounting standards as a bindingirement, particularly for the extractive sectoost
governments, including those implementing the viaon EITI, should adopt regulations requiring
disclosure of payments and receipts by governnwefdgter greater accountability regarding the use o
these financial flowsBest practice with reporting mechanisms should inurn be used as the basis



for establishing a binding UN Treaty to provide gldoal disclosure requirements for the extractive
sector.

Preserving national policy space is also.k@ygovernment's capacity to implement an effective
corporate taxation regime should not be limited byconditionalities attached to aid, loans or trade
agreements

Sufficient appropriately skilled staff are needadhie tax authorities to ensure full implementatidiax
laws, including those aimed at exposing malpraciimeuding tax evasion, illicit transfer pricing the
false declaration of import and export prices. @ivthe swift pace of financial and technological
innovation, greater international support and cerapon are urgently required to assist countrieth®
South in building capacity to monitor compliancetiains-nationals and other enterprises with stalsdar
of accounting and reporting.

3. Supporting the repatriation of stolen public assts

A more determined approach is required both inctntries affected by the flight of public assetsd

in the context of international co-operation inardb reduce the misappropriation of public morsed
the losses the state incurs owing to corruption lamigery. Herethe United Nations Anti-Corruption
Convention must play an important role. The Converibn ought to be ratified by all countries and
implemented at national level as soon as possibléhe Conference of Parties to the Convention
must also set up an effective system of monitoringp assess whether the states are effectively
fulfilling their commitments regarding the Convention. Initiatives such as the StAR (Stolen Assets
Recovery Initiative) ought to be strengthened. Rexwered assets should be used for meeting the
MDGs.

4. Preventing capital flight to tax havens, strendtening world-wide tax co-operation and setting up

an International Tax Organisation

Given the considerable leeway that transnationgitalaenjoys, regulatory measures taken by indigidu
governments will only meet with limited success-@@ration among governments at international level
is pivotal to the success of national tax refor@se initial step towards combating tax avoidance
would be the introduction of an automatic exchangef information between the financial centres
and the tax authorities in the home countries of inestors. Special United Nations sanctions ought to
be imposed on countries and territories that atewiding to comply with such a measure (e.g. tax
havens).

Cross-border tax evasion should be treated asmcguss activity and as a money-laundering offence
which must be reported to the relevant governmetitaaities. In addition, world-wide co-ordinationca
co-operation regarding tax matters requires irtgtibal strengthening. For as yet, there is no
intergovernmental forum at global level that addesstaxation issued$n the short term, the UN
Committee of Experts on International Co-operationin Tax Matters should be upgraded to an
intergovernmental body such as a functional commigsn of the Economic and Social Council
(ECOSOC), and adequately resourcedln the longer term, an independent International Ta
Organisation ought to be created as a Specializedg@ncy of the United Nations.

5. Towards a more balanced domestic economic policggenda - Promoting participatory and
gender responsive budgets as tools for including ¢hvoices of the poor and of women in fiscal policy
Public investments should be oriented towards thd kf diversified economic growth that provides
opportunities for decent work and for people atleels to lead better livedncreased government
investment in support of social reproduction in thecare economy should be promoted as a
contribution to effective fiscal policy. Women, particularly the poorest women in a soc¢iatg often at
the margins of economic governance and decisioringakbout fiscal policy. Participatory, gender-



responsive budgets were developed as a tool farting people’s especially women’s voices into
discussions of taxation, spending and debt, inraenderscore that budgets are not gender arstte
neutral and that they should include the inputgpadr communities and other intended beneficiaries.
They also enhance transparency and accountability.

The greater allocation of domestic resources towardender equality is critical to achieving MDG3
and signals a country’'s commitment to gender equdll through investments of their own
resources. National development planning needs to enhance thearticipation of women and
actively take into account their concerns. To thisend, national women’s and civil society
organisations should be included in the process pfanning, programming, managing, monitoring
and evaluating national development plans, includig through donor support, informed by the
principles of national democratic ownership and mutial accountability.

The Monterrey Consensus had already stressed ifiealcneed for reinforcing national efforts in
building capacity for gender budget policies andcfice while the 2005 High Level Dialogue
emphasized that domestic resource mobilisation ldheancourage gender-responsive budgeting to
ensure that relevant commitments are made, andineso allocatedPublic Finance Management
systems and practices need to support rather thanngdlermine participatory and gender responsive
budgeting. Moreover, participatory gender responsie budgeting will be facilitated by gender-
budget analysis and gender-disaggregated data, imcling time-use surveys that measure women’s
unpaid work and its contribution to the national emnomy,to make visible women'’s actual economic
contribution in the National Accounts System. (ECLAuito Consensus 2007). These contributions
should be costed as investments to the nationalogey, and used as a basis for providing matching
funds for social services, family care and inconemegating activities, thereby freeing women for
productive and decent work in the cash economy.

6. Supporting the ILO’s Decent Work agenda

National economic policies need to foster the crdah of decent work for all as a key step towards
poverty reduction, gender equality and equitable gowth. This includes training that improves
women’s options across different sectors of the lalir market, and access to finance for women
entrepreneurs, especially in small and medium enterises. Policies to create decent work should
fully account for rapid changes in labour markets ad opportunities related to trade liberalization.
They should include labour adjustment measures suclas training and redeployment. Social
dialogue and social protection measures are key, agell as recognition of workers’ rights to join
trade unions and bargain collectively for a fair stare of the productivity gains of their labour.
Particular efforts are needed to reach the largebeus of women in informal work, and to put in @ac
the social safety nets that ensure the efficienttioning of labour markets. Attention must be gite
the need for quality jobs with flexible time schésfuand affordable child care that may be morécatit
for women than men (UNIFEM 2007).

B. Private capital for development

Two-thirds of world trade is carried out by multiieenal corporations (MNCs). Today, many corporagion
have become richer and more powerful than somematgovernments.

The conventional view among governments and intenmal organizations is thadrivate capital flows
are per se conducive to development, particulétlygy take the form of direct investment. For epéan
this is the view taken by the G8 in their 2007 Suthideclaration in Heiligendamm where thagaffirm

that freedom of investment is a crucial pillar abaomic growth, prosperity and employment.”



Even though multinational corporations can be addor good — providing jobs, boosting the economy
and developing new technologies that can improeelittes of the poor, FDI does not automatically
translate to development. Much of FDI in developioguntries fails to translate to sustainable
development because it operates as an enclaveragpnarrowly oriented towards profit maximization
and profit repatriation, while backward and forwdirtkages with local economies that could promote
local enterprise development are weak, as is #rester of knowledge and technology. Trade unioms an
other civil society organizations are concernedualtbe poor business practices of MNCs around the
world, wherebyirresponsible behaviour has led to abuses of werkiéghts, repression of poor and
marginalised communities and environmental deviastain many countries, enforcement of laws to
counter such abuses is weakdthe penalties imposed for not upholding the lagvtap low compared to
the financial benefits gained through not meeteygl obligations

In Export Processing Zones (EPZs) concessions @éeddo MNCs extend beyond generous tax breaks to
cover exemptions from obligations to observe cabelrr standards. Workers in these EPZs, the majorit
of which are women, are unable to join unions am@dyethe benefits of proper collective employment
contracts. In general, the policy framework withitnich MNCs operate, based on fundamental neo-
liberal principles, are oriented towards the irg&eof investors, and aim above all at creating a
favourable investment climate in the developingntoas. World Bank policy prescriptions reinforéést
policy framework. In its annud)oing Business Reporthe Bank ranks countries on whether or not they
have a favourable business environment, therebyiging guidance to investors as to where it wowdd b
profitable to invest. Through its labour indicatdise report gives low rankings to countries atténgpto
promote the decent work principles such as redpecbre labour standards, and upholding the minimu
wage. The net effect of this Report is thereforartdermine the decent work agenda, and by extetsion
hinder developing countries’ efforts at povertydication through decent work (ITUC 2008).

In order to reverse these trends and ensure tlagdkivities of Transnational Corporations make a
positive contribution to development, fundamentalqy changes are required at international level.

1. Agreeing binding norms for transnational investeos at UN level

At the World Summit on Sustainable Development dhahnesburg in 2002, governments committed
“(to) actively promote corporate responsibility aadcountability, based on Rio Principles, including
through the full development and effective implaatean of intergovernmental agreements and
measures (...)".In 2003, the UN Sub-Commission on the Promotiod Brotection of Human Rights
adopted the “Norms on the Responsibilities of Tnati®nal Corporations and Other Business Enterprise
with Regard to Human Right§"These norms represent a milestone in defining cehgmsive legal
principles for enterprises. They comprise humahtsighumanitarian international law, the ILO’s Core
Labour Standards, international environmental steag] consumer rights and anti-corruption regutatio
However, they were not adopted by the UN Human Rigbommission in 2005 and were initially
shelved. Since that time, the UN Human Rights Ciburas appointed a Special Representative to the
Secretary-General (SRSG) on business and humaris,righho was mandated to undertake a
comprehensive mapping exercise on this topic, amgm@& his recommendations to the Council.
Submitted to the Council in June 2008, the fingloré proposes the developmentaoframework for
tackling corporate abuses based upon three pillarsthe state duty to protect human rights, the
corporate responsibility to respect human rights, ad the need for access to effective remedies for
victims, including through judicial mechanisms.

Each of these pillars is of critical importanceeTuman Rights Council has renewed the mandateeof t
Special Representative to continue work on busiresd human rights. Concrete and effective
recommendations should be developed in all threghef areas, informed by Southern expertise,
experience and local realities, through consultiaéind in-depth case analysiBhe Doha review process
should call upon governments to reaffirm their decrations made in Johannesburg, and actively



promote the process of developing measures in tharée critical areas defined. As regards the
obligations of MNCs in the field of labour, the ILO Tripartite Declaration of Principles on
Multinational Enterprises and Social Policy and the OECD Guidelines on Trans-national
Companies outline clear expectations as well as lmlv-up mechanisms to regulate the behaviour of
MNCs. These instruments should provide the basis fastablishing a social regulatory framework
for the operations of MNCs.

2. World Bank Policy Advice on FDI must be consistat with Core Labour Standards

Documented evidence of women workers who are heaefiresented in the lower end jobs created by
multinational investments and the global asseminlg, Iwhether within or outside Special Economic
Zones, point to very long hours, unsafe and oftesanitary and unhealthy working environments and
practices, and poor compensation. Decent work daggrto ILO standards is not the norm in these
situations. In their business activities, foreigmeastors should support the ILO’s decent work ageimd
this regard, the international community, using the platform of the review of the Monterrey
Consensus should call for a review and a revisionf the World Bank’s Annual Doing Business
Repot.

3. Strengthening co-operation to stabilise capitaflows and improving regulation of institutional
investors
The Monterrey Consensus highlighted the need“Kbeasures [to] mitigatethe impact of excessive
volatility of short-term capital flows, [and stretign] prudential regulations and supervision of all
financial institutions, including highly leveragedstitutions.” Over the past few years, governments
have repeatedly pointed to the problem of the iitjabf short-term capital flows and the need fhmtter
co-operation to stabilise the international finahcsysten. Moreover, the impact of uncontrolled
commodity speculation on soaring food and fuelgwjdriven particularly by institutional investohgs
in recent times highlighted the urgent need foedffre regulation, and coordinated acticBeme of the
necessary measures include:
* More stringent disclosure requirements for hedge fads vis-a-vis the financial regulatory
authorities.
» Higher margin requirements for commaodity trading to discourage excessive speculation.
» Rebuilding buffer stocks of food to reduce the traemission of price volatility from futures
markets.
» Strengthened international banking standards to resict granting of loans to hedge funds
and private equity funds.
» Strict regulations applied to institutional actorsinvesting in food and energy futures and in
the highly speculative hedge funds.

4. No tax incentives for retransfer of profits from foreign investment

Investors withdraw their profits from the host ctigs because tax legislation is more beneficiattiem

in tax havens and sometimes in their home courtri&sch incentives encourage the global tax race to
the bottom.Governments ought to commit to abolishing all incetives for the transfer of profits.
Instead, they ought to boost international tax co4eeration with the aim of preventing all forms of
ruinous tax competition, and ensuring that tax regines mobilize adequate resources for
development

5. Actively taking advantage of instruments to promote foreign trade for environmental protection
and technology transfer

Multilateral rules for transnational investors camd should be used to ensure that private capital i
beneficial for, and not detrimental to developméihat is more difficult is attracting capital floviisto
economic sectors or regions of the world in whighesting is risky or not particularly profitableeks,



special forms of government investment promotionuldobe undertaken. Howevemstruments
promoting foreign trade such as export credit and nvestment guarantees should be made
conditional on MNC compliance with environmental, scial and human rights standards, and
binding transparency criteria. Governments should Bnultaneously make use of them to actively
support technology transfer to structurally weak regions of the South and to areas that are
particularly worth supporting from a development angle, such as addressing climate change.

C. Fair rules for world trade

The Monterrey Consensus called for trade measoresdure that trade plays its full part in promgtin
growth, employment and development for all. Aftesrenthan six years, the Doha Round of trade talks
that the Monterrey Consensus called to deliver suehsures remains deadlocked, and its potential to
live up to that call, uncertain.

In this regard,it is urgent that the WTO negotiations change theirdirection. Rich country

governments should recognize that government reguian and interventions provide essential
policy space to further economic development. Prinpally, the governments of the North ought to
drop their demands on the countries of the South ¢iing for onerous tariff reductions in all WTO

negotiations. Instead, in the sense of Special amifferential Treatment, the countries in question
ought to be able to define the speed and extent ffrther liberalisation steps in line with their

development needs.

Ongoing bilateral negotiations are also a matterooicern. The European Commission’s schedule &r th
continuation of the European Partnership AgreenfERA) negotiations is putting considerable time
pressure on the ACP Countries, which are signaaighe "Lomé Convention" and some of which are
still far away from independent regional integratidA large number of bilateral investment treaties
proliferated in the last few years, promoting geed¢vels of investment liberalization than thogisting

at the multilateral level.The stipulations of the regional and bilateral tracke and investment
agreements that counter the development targets &outhern countries, especially ACP countries,
have to be renegotiated.

All countries of the North should completely end tlir subsidies for agricultural exports to the
developing countries, especially to AfricaThe EU’s deeds should follow its words regarding &
announcement to completely eliminate the remainingubsidies for agricultural exports by 2013,
independently of the further course of negotiationan the WTO. In addition, measures should be
taken to enhance the performance of local markedspaotect them from foreign agricultural dumping.
This issue is increasingly important in light obging recognition that agricultural subsidies ire th
North have contributed to the current global foadis. This crisis, on the other hand, reaffirms tieed

for subsistence farmers and small producers irstheéh, many of whom are women, to be supported in a
variety of ways so that they can continue to grtaple food.

Importantly, the Monterrey Consensus, with its piir®f a holistic approach, recognized that trade
measures alone cannot ensure that trade promatethgemployment and development for athe FfD
Review Conference, building on the overarching agela of Monterrey, should call for an integrated
assessment and negotiations, in the context of fidlow-up process, to address the trade, financial
and monetary pre-conditions for developing countris to utilize trade as a tool for development, the
promotion of gender equity and full employment. It should, furthermore, recognize that such
conditions are not present in the multilateral sysm today. Some of the elements of this “new trade
deal” that should be listed for examination anddssion are:



1. The accumulation of domestic capital through trde

The FfD Review Conference should call for the acalation of domestic capital for development to be
placed at the centre of agricultural, industriabd® and services trade, as well as investmentigslic
Inter alia, this calls for negotiations on Non-Amdtural Market Access (NAMA), the Economic
Partnership Agreements (EPASs), and other Free TAgdeements (FTASs) to withdraw requirements for
developing countries to lower industrial tariff &%, given their potential to jeopardise industrial
development, diversification of industries, and tneation of decent and productive employment. Such
negotiations must further suppdtte strategic use of tariffs, support and accesedbnology and the
utilization of controls on foreign investment akey tool to prevent transfer-pricing and erosiompuolblic
revenue bases.

While FDI has the potential for expanding exporiits, impacts on growth and domestic capital
accumulation are questionable. For example, thie dfuthe windfall gains from higher commaodity price
is being drained by increased profit remittancather than going to use by the commodity-producing
countries. Transfer pricing and other revenue-expdieasures are made easier in the absence ablsontr
on foreign investment and capital flows.

There is no straightforward connection betweeneased access to other markets and growth, let alone
domestic process of capital accumulation in coestrgetting such access. While the Monterrey
Consensus pays attention to the obstacles devglaminntries face when trying to access developed
country markets, it does not acknowledge the bnoedallenge of developing countries' dependence on
raw commodity exports with limited value added.nbiany cases, including where preferential schemes
exist, developing countries are unable to take midgge of available market access provisions. This i
because they lack the corresponding supply-sidaciigp Strategic use of tariffs, support and acdess
technology are key to move into medium and high f@oduction and higher value added.

The FfD Review Conference should call for the accunbation of domestic capital for development
to be placed at the centre of agricultural, industial goods and services trade, as well as investment
policies. Inter alia, this calls for negotiations a Non-Agricultural Market Access (NAMA), the
Economic Partnership Agreements (EPAS), and otherriée Trade Agreements (FTAs) to withdraw
requirements for developing countries to lower indstrial tariff levels, the strategic use of tariffs,
support and access to technology and the utilizatioof controls on foreign investment as a key tool
to prevent transfer-pricing and erosion of public revenue bases.

2. Exchange rate and financial stability and tradgerformance

Growing levels of financial and exchange rate viityat have asymmetric impacts on the trade
performance of developing countries, as comparedieeloped ones(See “Systemic Issues” for
further elaboration and recommendations)

3. Aid for Trade and the Multilateral Trading System

Aid for Trade can play an important role in helpihgyveloping countries that choose to develop tHroug
trade overcome some of the obstacles to do soAlifor Trade cannot be approached as a mere add-o
to a flawed trading system in the hope it will fig imbalances. On the contrary, Aid for Trade oaty
play a positive role if taken as a complement tefarmed trading system that refocuses its objestin
achieving full employment and sustainable develapmé&hus,the FfD Review should call for a
realistic and joint assessment of what aid and tragl both can achieve, as the necessary
underpinning of any policies with regards to both & and trade.

Member countries should commit to FfD to ensure thiarecipient countries play the central role in
the Aid for Trade decision process. The structurefor diagnostics, delivery and monitoring should
ensure developing countries are free to use fund® tenhance their capacities to advance their
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interests, regardless of what the donors’ interestsnight be. Trade-related programs should be
untied, unconditional and non debt-creating. Aid fo Trade promises should be additional to
previously promised increases in aid.

4. The role of international financial institutions and donors in trade negotiations

The role of the International Monetary Fund (IMF) and the World Bank should be redefined away
from trade policy. Trade and investment agreementsshould urgently operationalize effective
mechanisms to redress the asymmetric impact that gelopment finance institutions and agencies
have had on the negotiating space of recipient cotries.

The OECD's Aid Effectiveness agenda utilizes therldv@ank's Country Policy and Institutional
Assessment as an evaluative measure for lendintpivess that rests on elements which emphasize trad
openness as a criterion of good policies and gameerpance.To be faithful to the principle of
ownership it predicates, the OECD’s Aid Effectivenss agenda should drop requirements such as
the CPIA or government procurement standards that pejudice the role and direction of trade
policy in the development strategies of recipientauntries.

5. Financial issues in free trade and investment agements

The proliferation of provisions that constrain ttapacity of governments to manage the financiabsgec
the capital account and sovereign debt in a nurob&nade and investment agreements runs contrary to
the interests of developing countries, as theyeflty expressed in categorically rejecting thaeilusion

in multilateral trade negotiations in 2003. Morepiontantly, these constraints are not consistert thi¢
flexibility needed to successfully implement prosdimpment fiscal, monetary and banking policieghsu
as employment- or exchange rate-targeting, wherergments may deem them necessary. Painful
financial crises have been the product of exadtly type of policies that such provisions aim at
crystallizing in legal rules and commitments. Thsks intensify because trade and investment agnetsme
also contain provisions for dispute settlement ipyranational arbitral tribunals, so very delicatatters

of regulation of the financial sector for develogrpurposes may become subject to the decisionabf s
tribunals. Trade and investment agreements should incorporat¢he lessons from past financial
crises by avoiding impinging upon the flexibility b manage the financial sector, the capital account
and sovereign debt.

D. Official Development Assistance

The flows of public resources from North to Sou#main indispensable for the financing of the
internationally agreed development goals, includmgMDGs.According to the Secretariat of the OECD
Development Assistance Committee, aid from DevelpmAssistance Committee (DAC) member
countries fell in 2007, and has risen since 2000rdy half the rate needed to reach donor targets.
Overall, most donors are not on track to meet thimited commitments to scale up aid, and will need
make unprecedented increases to meet the targgthdlve set for 2010. Constantly reiterating tleslge

to fulfil the 0.7 percent target is not enough.ifR@l resolutions are needed on the quantitatiaegase
and qualitative improvement of real financial tf@ns to the South as well as an understanding in
principle among the donor and recipient countriegarding the (re-)definition and the framework of
Official Development Assistance (ODA). This woutgjuire the following steps:

1. Overcoming donor dominance in the development si¢ourse

A genuinepartnership discourse on development issues is podgible in an institution in which the
interests of all countries are equally representd OECD is structurally unsuitable in this regdrd
contrast, the FfD process provides a more compsiverramework where clear agreements could be
reached among countries, while the new Developn@tperation Forum (DCF) could become a
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suitable platform for democratic discussions ancherge of good practices, including standard-ggttin
The DCF must be mandated to address the strategiepplicies and financing of development co-
operation as well as promoting coherence between ghactivities of the various development
partners. This forum should receive the necessaryditical, institutional and financial support to
enable it to convene the relevant development acwrincluding new official development assistance
providers, for discussions on fundamental issues afevelopment co-operation. Governments and
civil society from the North and the South should b equally representedlt would thus become the
key forum at multilateral level for the discussioindevelopment cooperation, overcoming the demimcrat
deficits of more limited and donor-driven dialogu®cesses of the OECD and the G8. The key challenge
will be for governments to use the DCF truly tdr@me the uneven debates.

2. Redefinition of “assistance” required

In order to meet their international obligationgl aow increases in ODA, the governments of thedon
countries organised in the OECD DAC are declarie@®@®A, more and more expenditures that do not
benefit the developing countries, or do so onlytiphy. In this context, the practices of includidgbt
cancellation, the imputed costs for educating sitedffom developing countries and the costs okHagi
asylum-seekers as components of ODA, are partlguthrbious. Inflating ODA statistics with these
items and simply shuffling funds from one item tmother is questionable politically and
methodologically because this results in the pecactif aid distortion by the powerful donor courgrie
This is certainly not in accord with the decisidrgovernments to focus their entire developmenicpes

on combating poverty and realising the MDGs, foliolwhadditional and predictable flows of funds are
necessary, if targets are to be met. In his Rejgothe up-coming DCRhe UN Secretary-General
recognizes this problem of questionable accountihgid levels, anctalls for the involvement of
recipient countries in the formulation of accountirg principles for determining aid quantities. Civil
society organizations support this call, and insisthat the issue of aid quality must also be
addressed.

3. Timetable for increasing real official developmat transfers

The timetable of the EU to realise the UN 0.7 petr¢arget of GNI to ODA by 2015 had an important
signalling effect. However, in order to increase ttansfer of official aid to the extent requiredathieve
the MDGs, further steps are necessary. First oftladl two traditionally largest donors, the USA and
Japan, have so far failed to commit to a substaimt@ease in their ODA, let alone to a binding 0.7
percent timetable. Second, many EU countries (diofy Germany) have as yet not submitted any
medium-term financing plans indicating how theyeid to meet their ODA obligations. Thirdly, even a
massive increase in ODA on paper would be of lite to the people in the South unless it was dinke

a genuine transfer of fresh money.

For these reasons, those governments of the Northat have not yet done so, should agree to
binding timetables to reach the 0.7 percent targeby 2015 at the latest. All governments of the
North should submit national ODA timetables ahead bthe Doha Conference, in which they clearly
state their quantitative financing pledges and detnine in what year they intend to provide
additional funding, and for what purposes. Such a timetable would help to achieve greater
predictability in development financing, and bett@nor co-ordinationThe grant component of ODA
should be substantially increased and prioritized eer loans.

4. Removing conditionalities that undermine nationhownership

Even the official development transfers from ttegitional western donors that do get to the Soath ¢
only make a lasting contribution to combating poyeand to achieving the internationally agreed
development goals if they serve the purpose ofhfimay national development strategies, and aret$pen
the interest of the people affected. Economic gationditionalities undermine democratic ownership i
the countries in question. New funding initiativeasd projects emerging from South-South Cooperation
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that are simple, devoid of conditionalities, andostily engage beneficiary communities, provide
alternative modalities and practices. Nevertheltss principlesof the Paris Declaration are important
and concerns about their interpretation, implent@ntaand targets should be pursued in multilateral
multi-stakeholder spaces.

The following recommendations emerge from this ysisl

« All economic policy conditionalities defined by thedonors should be abandoned. Rather,
efforts must be expended to deepen the global conseis on human rights, social, labour
and environmental standards, as well as mechanisnisr enforcement in more democratic
multilateral fora, based on the principles of univesal compliance, shared responsibility,
and mutual accountability.

e« The commitment to suspend aid tying ought to be eshded to all countries and all aid
modalities including food aid and Technical Assistace, with clear timetables. At the same
time, special measures ought to be introduced to pmote public procurement from
domestic goods and services markets.

e The donors ought to increase the predictability oftheir finance transfers by entering
binding obligations to pay over a period of severayears. This applies, not only to bilateral
co-operation, but also to contributions to the multateral development programmes and
funds of the UN system.

5. Strengthening the cross-cutting issues of gendemuality, human rights, and environmental
sustainability in development assistance and vari@aid management modalities

The cross-cutting issues of gender equality, hurigdris and environmental sustainability suffer frime

lack of conceptual clarity, monitorable targets amehk accountability mechanisms for their delivery
(Dublin Meeting). Such a trend has raised concabwut cross-cutting issues “falling off the agehda.
This situation is linked back to a number of fast@uch as lack of political will and technical aaity on

the part of both donor and recipient governmemsdéquate attention to and resources for data
collection, (for example with regard to gender dgr@gated data), and less than meaningful partioipa

E. New international financing instruments

In spite of growing political support, only limitextiditional funds have been mobilized so far wlikh &id

of innovative financing instruments. The Leadingp@r on Solidarity Levies to Fund Development has
seen considerable growth in the last few years. eliaouraging and concrete step has been the
establishment of the Norwegian-led Internationadkigorce on lllicit Financial Flows and CapitaldHit.

The initiative embodies much of what civil societganizations have been demanding. The work it has
accomplished needs to be integrated in the DohapFddess. Another positive signal is the appointmen
in February 2008, of the former French MinisterFaireign Affairs Philippe Douste-Blazy as Special
Adviser to the UN Secretary-General on Innovatiweakcing for Development. The governments co-
operating in the Leading Group are now called uporespond with new political initiatives on theiart

to the step taken by the Secretary-General in timup to the Doha Conference on Financing for
Development.

1. Expanding the solidarity levy on air tickets

So far, 20 countries have announced the introductf@n air ticket levy. Only a minority have tréated
this declaration into practicén the run up to the Doha Conference a fresh partneship between
interested NGOs and governments should be built teecruit new participants and help the levy and
UNITAID reach their full potential.
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While the financial volume raised would be relatyvemall, the successful implementation of suchwy |

by a number of countries proves the potential fathsmechanisms to contribute to the generation of
financing for the achievement of the MDGs, a cdmition which would increase with every new State
that implements it. Furthermore, best practice wiith implementation of the solidarity levy could be
used as a basis for designing internationally doatdd taxes aimed at mobilizing additional resesrc
for financing development

2. Making use of proceeds from emissions trading fointernational measures to combat global
warming

Trading emissions rights bears a considerable finaring potential for development tasks However,

the precondition here is that the emissions rights more strongly limited and are not giveaways to
industry but are really sold or auctioned. The Epractice of selling up to 10 percent of the eroissi
rights as of 2010 is an initial modest step in ttiection. However, the goal of selling all emiss
rights ought to be achieved much earlier than @aently planned) 2020. Above all, the emissiogbts

for air traffic should already be fully sold or aiened from 2012 on. At the same time, there igednfor
measures to ensure that proceeds are not useidige budget gaps or provide industry with tax fediet

are rather channelled into initiatives to combaiate change. The German Federal Government's
decision to use part of the proceeds from 2008nf@mrnational measures to combat global warming is
exemplary. However, from 2009 othe share should be raisedo at least 50 percenin order to
support the countries of the South in applying urgetly required measures to adapt to climate
change, as well as develop low carbon economies.

Under the United Nations Framework Convention on dmate Change (UNFCCC), Article 4.3, 4.4
and 4.5, developed country signatories have comnet themselves to provide developing countries
with new and additional financial resources in orde to meet the costs of their efforts to address
climate change, and to assist vulnerable countrige adapt to its impacts. Revenues generated from
the emissions trading system, imposed with the airof generating financing to address climate
change, should therefore be seen as a means of deged countries fulfilling their international
obligations under the global climate change regimeand therefore as separate from and additional
to generating financing for development.

3. Introducing a currency transaction or financial transaction tax

Numerous studies demonstrate that a currency transdion or financial transaction tax would be

technically feasible, could be efficiently raisedand could mobilise far more funds than all
innovative financing instruments so far put togethe Moreover, the implementation of such a levy
would mean that a very important step has been mad@wards a better distribution of the world’s

wealth.

The UN Secretary-General noted in his recent refiorthe ECOSOC meeting with Bretton Woods
institutions: “There is renewed international interest in a pdwWsi currency-transaction “development
levy” of 0.005 per cent, a minuscule tax that i expected to materially affect market operatiomglev
having the potential to generate billions of dofiahat can be allocated for development. OECD membe
countries are already raising substantial amountsevenue on various types of financial transadion
taxes, with no apparent negative impact on finadntiarkets. The international financial system atiga
has clearing and settlement mechanisms that caragsathe collection of this levy at low cost for any
one country unilaterally. The difference is thay, its very nature, currency transactions taxes o
more than one country, being levied on the exchafdke currency of one country for that of another
Thus, these are taxes that are best implementadaoperative manner among countries.”

What has been lacking as yet is governments mogteriough courage to take on the opposition of the
finance industry and speaking out in favour of sadax. NGOs are working at different levels, witle
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aim of setting up a new campaign, calling for lealip from key governments, in order to turn
parliamentary resolutions into cooperative actidime governments of those countries in which
parliamentary resolutions to introduce a curremaypgaction tax already exist or varieties of aifpre
exchange transfer tax have been established, essldne a pioneering role in this context. The sty
would be to form a Task Force in the frameworkhef tLeading Group".

Governments are urged to include this currency trasaction development levy as a specific item for
the Doha draft outcome text.The collection of this levy should take the shapemw “international
political agreement”, as implied in the Secretamn@ral's April Report, and should be multilaterally
managed by the UN, with the aim, at least at thigriméng, of financing the achievement of the MDGs.

4. Promoting innovative financial instruments - insearch of appropriate governance arrangements
Innovative sources of finance provide much needdditianal resources for development, above and
beyond the 0.7 percent commitment of GNI to ODAeythelp to diversify the funding actors and
mechanisms in support of the achievement of sugt@rndevelopment, including the MDGs. Institutions
such as UNITAID, IFFIM AMC or the Digital SolidayitFund are conceived as multi-stakeholder
initiatives, i.e. their decision-making bodies caime private enterprise and civil society as well a
governments (Triangular Relation3hese operate outside of traditional/existingifasbns that by and
large uphold an asymmetrical and largely donorairigovernance of international development
cooperation, and therefore have the potential tonbee inclusive and democratic. Nevertheless, one
should continually assess which interests are tsgahemselves in these institutions, and howrthei
democratic legitimacy and development focus coeldjbaranteed. Innovation is not per se positived, an
new financing instruments may also bear risks ardesirable side-effects. In view of this, “new dsio
need to be brought more actively into the rubriglobal discussions on aid, in both its normatind #s
operational dimensions.

The tendency to create a new institution for eachirfancing instrument promotes the proliferation
and fragmentation of the system of global governam; and complicates co-ordinatiom future,
wherever possible, innovative financing instrumentsought to be implemented by making use of
existing institutions, provided they are democratic have proven expertise, and a demonstrated
capacity for effective results. Innovative instrumats should be monitored for their ability to
generate truly additional funds, to engage new doms, and to prioritize allocations to critical socid
sectors.

F. Lasting and sustainable solutions to the debt pblems

The debt relief initiatives so far have fallen felnort of the call of the Monterrey Consensus and
Millennium Declaration to “comprehensively addrefsbt problems of developing countries,” which
continue to represent a crushing burden for margldping nations.

1. Expanded debt cancellation

The Monterrey Consensus urges thatture reviews of debt sustainability should alsear in mind the
impact of debt relief on progress towards the aebimeent of development goals contained in the
Millennium Declaration.”

However, the liberation of resources to meet théeMiium Development Goals remains a challenge,
with dozens of countries still falling far short what is needed to achieve the UN's avowed goals of
eliminating hunger and poverty. With the internatib community at risk of failing to meet these
commitments,the Doha Conference should call for expanded debtancellation for many more
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countries to help them to achieve human developmergoals. The implementation of debt relief
should ensure resources resulting from debt cancalion are utilized in accordance with shared
responsibilities of lenders and borrowers on gendezquality and women’s empowerment.

2. Debt sustainability

In countries that have received debt cancellati@mw borrowing threatens to return countries to debt
crisis, hence undoing efforts over the past sewgeals to reduce and cancel debts. To date, dfficia
efforts to address this problem have focused maimythe IMF/World Bank's Debt Sustainability
Framework (DSF). But this instrument has been ewife in addressing the problem of debt re-
accumulation. It is also inequitable, as it samtionly the debtdior breaches in the debt ceilings, while
new borrowing is co-responsibility of debtors aneditors and, in many instances, the result of
insufficient access to grants.

The DSF'’s flawed methodology fails to heed callgake into account incapacity to meet the MDGs or
other human development targets and, instead, stasels debt sustainability merely as inability to
repay. It overemphasizes debt-to-exports and de@®BP indicators, which fail to capture the reatde

for debt relief, and gives a central role to oreedits-all Country Policy and Institutional Assesmnts by

the World Bank, which constrain borrowing countriespace to implement nationally-owned
development strategies. Debt sustainability apgresicshould also comprehensively address both the
endogenous and exogenous shocks under which tli¢dpasily Indebted Poor Countries (HIPC) now
find themselves, and the situation in several naeiddcome countries, where external debt levels have
improved at the expense of generating new domestit, with its own set of vulnerabilities.

The DSF does not leave space for participatiorhbybbrrowing country and its people in the prepamnat
of their own debt sustainability analyses, straegind goalsThe Monterrey Consensus commitment
to “broaden . .. participation of developing coungs$ . . . in international economic decision-making
and norm-setting” also should apply in this area via the establishnrm¢ of independent bodies to
determine what level of debt is sustainable. Sustability criteria should be based on the ability of
countries to meet human development targets, de-ethasize export- and GDP-based indicators to
privilege budget revenue ones, and be delinked frorimflexible criteria such as the CPIAs. Both
endogenous and exogenous shocks and the growingelsvof domestic debt in middle income
countries should be taken into account when makindebt sustainability assessments.

3. End harmful conditionality

Countries being awarded debt cancellation are reduo implement hundreds of conditions as pathef
IMF/World Bank HIPC Initiative. While mutual accountability and transparency are esential to any
debt cancellation agreement, current conditionality goes well beyond these basic fiduciary
standards into micro-management of the economies ohpoverished countries. Access to debt relief
should not be tied to economic policy conditions.

4. Vulture funds

Governments should commit to concrete steps towardshanging their laws, so as to prevent vulture
funds and other commercial interests from compromimg the benefits arising from debt relief, and
give judicial and financial assistance to debt-stigsed countries in case they are taken to court. The
UN should actively co-operate with other agencie®tdevelop and strengthen the necessary binding
codes of conduct that could prevent vulture fundsrbm engaging in aggressive litigation, and
profiteering from debt relief processes.
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5. Cancelling Odious and lllegitimate debts

In the Monterrey consensus governments recognisesnanon responsibility of debtors and creditors to
solve debt problems by stating that..!) debtors and creditors must share the respdlitgibior
preventing and resolving unsustainable debt situreti”

Indeed, the principle of co-responsibility has beeweloped since Monterrey through a growing legal
and political interest in the concepts of odioud dlegitimate debts. Recently, Norway became st f
Northern government to unilaterally cancel spedifbt claims on the grounds that the credit in tijores
was an example of “failed development policy,” & ledement of conceptions of illegitimacy of debt.
Across the developing world, civil society has bémplementing citizens’ debt audits to examine the
nature of debts, and in 2007, Ecuador became the dgovernment to convene an official debt audit
commission, with a mission of determining the liegitcy or illegitimacy of historical lending to
Ecuador. The debate on odious debts has further teeeloped with the publication of papers on the
topic by UNCTAD and the World Bank.

This evolution of the notion of odious and illegitnate debts, and the principle that they must be
cancelled, must be recognized by the Doha Review.

6. A responsible financing framework for lenders ad borrowers

The principle of co-responsibility has, furthermoleen applied by the international community by
issuing several calls for more “responsible lendifithese calls recognize that the problem of debt r
accumulation and over indebtedness should be thckte a forward-looking way that looks
comprehensively at the process of borrowing anditgn— both in terms ofjuantityandguality.

Responsible lending will only be achieved via thedaption of a binding legal framework that fairly
allocates the burden of irresponsible borrowing onboth creditors and debtors. It would take
account of both the origin and impact of the debtsand give equal treatment to both debtors and
creditors. Only a framework like this will change the incentives, and thereby the behaviour, of
lenders. Such a framework could assume the form dampartial and transparent processes for
resolving debt crises and disputes such as, for tasce, debt arbitration. It would also be more in line
with the Monterrey Consensus’ call for “a set adaal principles for the management and resolution of
financial crises that provides for fair burden-shgrbetween public and private creditors and betwee
debtors, creditors and investord’he Eurodad Charter on Responsible Financing, deveped by
Eurodad, provides a good basis for this.

Responsibility in the borrowing side of the processhould also be emphasized through, inter alia,
parliamentary oversight and civil society participaion in the process of contracting and monitoring
use of new loans.

7. Addressing the linkages between Debt and trade

Debt problems have typically been targeted with suezs taken in isolation from other economic
dynamics that tend to affect it. An example of tisishe HIPC initiative, whose debt relief gainsreve
quickly eroded by commodity price dynamics thatithigative failed to addres§.he Doha FfD Review
should recognize these linkages and call for the sign of measures that integrate them into debt-
oriented solutions.

8. Addressing the ecological debt

The overconsumption of natural resources affecteldping countries’ ecology and livelihoods, an
impact often referred to as the ecological delihtse countries. They often spend a consideralteopa
their income adapting to the consequences of sueftonsumption beyond that which takes place within
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their bordersThe tax and aid regimes should no longer neglect ¢heffects of profligate consumption
by industrialized nations. Polluters must bear finacial liability for the impact of their actions and
the international tax regime must recognize a leviax on overconsumption of natural resources.

G. Reforms of the international financial system

The FfD Review Conference comes at a timely momdmtn the major multilateral institutions, the
World Bank, the IMF and the WTO, as well as theargl development banks in general, are rethinking
their role in finance and development. The curgoiicy of many governments in the South to protect
themselves from financial crises with regional andateral measures reflects the confidence coistee
global finance institutions. The still unfoldingnéincial crisis emanating from Wall Street and its
consequences shows conclusively that systemic gmabbf the financial system are not a thing of the
past, neither one that can be solved by mere daoweftrms in developing countries.

An effective multilateral financial, monetary andding system can only develop via sweeping reforms
of existing institutions, a refocusing of their jot#s on the goals of sustainable development and a
reformulation of their mandates.

1. Mechanisms for dealing with global imbalances a&rfailing

Growing levels of financial and exchange rate viityat have asymmetric impacts on the trade
performance of developing countries, as compareatkt@loped oned he asymmetric impact created
by these exchange rate fluctuations in developingoantry economies should be acknowledged in
trade and investment negotiations and agreements.

While the IMF has focused its surveillance actaston the countries of the South and pressuredriesin
to change policies as a pre-condition for IMF Igah&olds little sway on threats to the stabilitf/the
world economy originating from the industrialiseguatries, which do not borrow from the IMF. Thus,
the IMF is failing to broker the coordination ofaange rates among major hard-currency issuers
coordination mandated in the Monterrey Consensrsd-the prevention of global imbalancéke FfD
Review Conference should explore the institutionatiation of credible mechanisms to provide for
orderly coordination among hard currency issuers. 8ch mechanisms should ensure the exchange
rate stability needed by countries proportionatelymost affected by such fluctuations.

In the absence of adequate and readily accessitdegency financing, developing countries have treed
cope with the ensuing volatility by building largenounts of reserves. But this is taking place aehu
development and social costs, as such funds aestied in rich-country treasury securities instefih o
growth-supporting investment at home. The unwindihghajor-currency misalignments may bring large
losses to the purchasing power of such reserves. role of regional and sub-regional monetary
arrangements is key in order to lower dependenca faw key currencies, she FfD Review should
encourage the adoption of regional coordination mdmnisms, including regional stabilization
funds, and the South-South exchange of experiencasd expertise on the design and work of such
arrangements. Regional monetary units can, in turnprovide a stepping-stone to a more balanced
and equitable mechanism for ensuring exchange ratability.

In turn, there is a neddr developing countries to manage their exchangate policy as required by
their trade and development needs in response todlglobal context.The pursuit of countercyclical
fiscal, monetary and financial policies should, likwise, be encouraged as a domestic safeguard
against global fluctuations and imbalances. Theresialso a need to curb speculative flows that
generate or exacerbate the fluctuations of exportalated incomes in developing countries.
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2. Reform of the governance of the Bretton Woods btitutions

The reform of voting rights in the IMF (and the World Bank) has to reach beyond the minimalist
steps that have been concluded at the Spring meeatis, and result in a substantial increase in the
share of votes held by the developing countrie$hese reforms fall short of the significant revamgp
of variables required to achieve the political goptomoted in Monterrey. Moreover, they threaten to
marginalize even further low-income countries whitkve become the main users of the IN#r.the
Executive Board, the countries of the EU occupyegenf the total 24 seats in the executive boarthef
IMF, while 44 African countries are representedalyere two executive directorEhe countries of the
EU, which are currently most over-represented, haveo hand over shares to the developing
countries. This includes a greater bundling of theEuropean Constituencies. But the reform of
voting rights ought to reach beyond a mere updatefaroting power to align it with economic weight.

A significant development since Monterrey has b#en IMF moving into surveillance of financial
standards, and also exchange rates, roles thatrgequen-handedness—and an emphasis on the
advanced, not the developing, economies—while nmgpvamwvay from its role of being a reliable
emergency lender in times of crises. To the extieat this is the case, there is no justification do
governance structure that still gives so much peima the funding capacity of member countrigmew
voting system in accordance with the principle of duble majority (every resolution has to be
approved by the majority of the member states and anajority of the share capital) currently
appears a pragmatic and better approximation to theone-country one-vote principle that must
prevail in the norm-setting areas that they are claming for themselves.

The wholly unjustified practice of the IMF Managing Director always coming from Europe and the
World Bank President always coming from the USA, sbuld be abandoned.

Awarding credits must not empower the IMF to imposeconditions on the debtor countries that
impede the achievement of the international developent goals or even render them impossible.
The IMF ought eventually to withdraw from development financing in the narrower sense. This
also implies that its Poverty Reduction and Growth~acility be phased out.

3. Avoiding financial crises require global cross-brder cooperation on supervision and regulation
The crises and ensuing credit turmoil have reneattzhtion to the drawbacks in credit rating agesicie
financial standards (in particular Basel Il) ané tiodies that design them, and the roles of sugmwvi
and regulators.

The Monterrey Consensus called for broadening #méicipation of developing countries in financial
standard-setting bodies. Yet, no progress has teggstered in this area. In the light of the currenises,

it is clear that even standards implemented instrthl economies end up affecting developing coesitr

In fact, the smallest and least resilient the entuiae are, the most they are affected. These cesrdare
asked to live with the consequences, but not alfioteehave a vote in the process, of designing these
standards.Since the same governments that agreed to the Consas sit on the FSF, Basel
Committees, and other bodies that set standards ancodes, immediate steps should be taken by
them to open these bodies’ membership with the goaf achieving balanced, institutionalized and

full participation by developing country governments.

Lack of participation in the design of these staddavould not be so serious if another commitmenhf
Monterrey had been kept: this is that implementatip standards and codes by developing countries
should be voluntary. But standards and codes hawerbe a consistent part of conditionality and
surveillance by the IMF and the World Bank, andergcannouncements threaten to only deepen this
trend. In line with the commitment made at Montgrstandards and codes should no longer be part

of IMF and World Bank conditionality and surveillan ce.
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The Monterrey Consensus called for credit ratingnages to “maximize the use of strict, objectivel an
transparent parameters” in developing sovereignassessments. Not much was done on this aspéct, bu
it is clear that the call is also insufficient. Tbwrrent crisis has to do with credit ratings oivaitle sector
companies and financial producthere is a need to revamp the incentives structureithin rating
agencies so they produce more reliable assessmegntsl introduce greater competition among what

are few players. Proposals for a registry and oveight body could be studied in the context of the
FfD Review Conference.

The reality of cross-border financing requires rsjer cross-border supervisory and regulatory effort
There needs to be greater global cooperation amorsgipervisors and regulators in existing fora and
institutions, and eventually through setting up intusive and comprehensive fora that can provide
an effective public sector counterpart to what is ow a private international financial sector, spot
problems early on and call for regulatory reform onemerging areas of risk.

4. Fora for policy-making and dialogue with balancd representation

Representatives of the South, the North, as wetivaksociety organisations, increasingly demahatt
issues pertaining to international economic, finanand development policies no longer be deterthine
by exclusive clubs such as the G8, but in multiEtbodies in which all regions of the world areialy
represented. Such a body need not be newly invetiteduld, for example, be housed in the United
Nations Economic and Social Council (ECOSOC), wiies been in existence for more than 60 years.
So far however, governments have failed to display readiness to give the Council political cldtit.
remains to be seen whether the decision to rumlzagDevelopment Co-operation Forum (DCF) in the
context of ECOSOC as of 2008 will represent an em@ntal step out of insignificance. The
recommendation made by théigh-level Panel on System-Wide Coheregoes much further. In its
report in November 2006, it proposed that a Globahders Forum (L-27) of heads of state and
government be created in the framework of ECOSOC.

From a mid-term point of view, some NGOs continodnist that only a re-foundation of the Bretton
Woods Institutions and the World Trade Organizatioside the UN will allow the achievement of
political coherence throughout the system. Thifotsdation would end the contradictions often found
among the action plans designed by the UN and tiieigs implemented by the aforementioned
institutions.

In the short term, ECOSOC should be given the polital clout play the role of a multilateral body
in which international economic, financial and devipment policies are determined with all regions
of the world being equally represented.

H. Strengthening the follow-up process

It is important to stress that the Monterrey Cossenvas not meant to be an end, but a beginnirg. In
large measure, the realization of its promises aomohmitments can only come through continued
dialogue and the engagement of all stakeholdergndsodied in the “spirit of Monterrey.” Its major
achievement is, perhaps, to have created suchneefvark for dialogue. But this also means that the
measure of the commitment by governments shoulgaliged by the strength of the follow-up process,
more than by the language of the outcome document.

There are good reasons to be deeply concernedsinetiiard. The failure to agree that the Doha Revie
Conference be held at a Heads of State level isnih&t recent but not the only sign of this wavering
commitment to this process. In fact, the High LeD@logues in ECOSOC and the General Assembly,
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are increasingly devoid of traction, with most ndN-stakeholders unclear about what the politicilea
of their outcomes are, therefore tending to igribem.

In the context of an ailing process, failure te@sgthen the follow up is going to lead to the lokshe
spirit of Monterrey, and the devaluation of allitsf commitments. We therefore place most valuehen t
strength of the follow up that is agreed at the ®R@view Conference.

In particular, the promise of the Monterrey Consen® deliver a holistic consideration of all sagof
finance remains unattained. While the Monterrey semsus addressed all sources of finance, throughout
the follow-up they typically tend to be addressedsaparate, compartmentalized discussions, thereby
giving an incentive to reproduce the compartmergali nature of deliberations followed in other
institutions. With this, it has reduced the UN’pasity to make contributions that add value to sottler
processes.

We recommend the current follow up process be repted with a new institutional mechanism that
has, at a minimum, 5 features:

1. It should meet periodically and frequently (e.g., o a yearly basis).

2. It should produce a negotiated outcome, moving fronthe current non-negotiated
follow-up mode, to a negotiated follow-up mode. Thki does not diminish the
importance of non-negotiating instances as a prel@lto consensus-building, but the
Monterrey follow up process can no longer be limitd to those instances alone.

3. This institutional mechanism should be at the highst level, not only in governments,
particularly including high level officials covering key economic portfolios in
member countries, but also the top leadership of # international financial
institutions and the World Trade Organization, andall relevant development actors.

4. Civil society should be accorded a space as has bdhe case from the beginning of
the FfD process. Their contribution to the processhould be stimulated in the final
phase of the Doha Conference preparatory process #he national, regional and
international level as well as at the Conferencesglf by the provision of full access to
its proceedings.

5. Accessibility to information and to negotiations fo all stakeholders, including civil
society, should be improved to ensure that the Ffprocess is upheld as a truly
multistakeholder process.

This institutional mechanism should be backed by atrengthened UN Secretariat in FfD matters,
and by a strengthened intergovernmental counterparto the Secretariat, to provide the necessary
legitimacy, political guidance and leadership on aucrete follow-up matters (This could be a
General Assembly “Committee on Financing for Develoment”).

In particular, we believe thdietter use could be made of the mandate and followp process to
ensure the UN’s unique position is used to enablestructured discussion that integrates different
sources of finance and more deliberately exploredieir interrelations. The objective of the follow-
up process should be to undertake an integratedeview of the six themes from Monterrey, with the
participation of all the relevant stakeholders, asrequired in the “spirit of Monterrey.” One
practical way to achieve this would be to ensure #t the periodic follow-up review proposed above
always includes a section devoted to exploring imlenkages between two —or even three-- selected
chapters, and draws policy conclusions to then bealten up by the institutions with specialized
focus.
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' Plan of Implementation of the World Summit on @irstble Development, para. 49.

" UN Sub-Commission on the Promotion and Proteatfdduman Rights, resolution 2003/16

" UN Doc. A/ICONF.191/11, Annex, para. 25.

v For example, with its Homeland Investment Act 802, the US government created considerable
incentives for US companies to declare their psaditcrued abroad up to 2002 in the USA at a dumping
tax rate of 5.25 percent (instead of the regulap&@Bent). As a result, this year, 260 billion dslin
foreign profits of American corporations flowed kdo the USA. In the previous five years, this had
only amounted to an average 65 billion dollars.

¥ Cf. herewww.un.org/ecosoc/newfunct/develop.shtml

Yl UN Doc. A/62/217 of the 10th August 2007, para. 78




