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19.09.08
EU Presidency

DRAFT
DOHA OUTCOME DOCUMENT
on Reviewing the Tmplementation of the Monterrey Consensus

General Comments

As the EU has already stressed during consultations, it would prefer a more concise text, for a stronger
political impaet, placing greater emphasis on trends and new sud emerging issues, according to
which the Monterrey Consensus must evelve. In this respect, the comments made here by the EU are
not intended to be “language™ proposals as such, but to give a clear indication of the poorities and
important messages that should be contained in the outcome of the Doha Conference. The EU is confident
that the Co-chair will take these comments into account when the text will be redrafted.

As a general comment, the EU recalls that the Monterrey consensus rernains the reference text, and that it
is not the purpose of the Doha conference to renegotiate of rewrtite it,

All these remarks are preliminary and the EU will come with further comments at a later stage on
the whole text.

Introduction: reaffirming goals and commitments of the Monterrey
Consensus.

The EU underlines the necessity of a sttong reaffirmation of the Monterrey Consensus, in its entirety and
integrity as well as all its principles.

It is important to highlight that all development financing flows come in support of the achievement of the
internationally apreed development goals, including the MDGs.

The EU would welcome the introduction of a reference to the new challenges and emerging issnes in the
last pacagraph to highlight the fact that we take into accownt the current international coatext in our work.

1. We the heads of State and Government, and representatives of member states of the
United Nations gathered here in Doba, Qatar, from November 29 to December 2 of
2008, almost seven years after the Jandmark conference held in Monterrey, reiterate
our resolve to address the challenges of financing for development in the spixit of
global partmership and solidarity. We once again commit ourselves to eradicate
poverty, achieve sustained economic growth and promote sustainable development as
we advance to a fully inclusive and equitable global economic system.

9 We reaffirm the Monterrey Consensus in its entirety and in its integrity and recognize
that mobilizing financial resources for development and the effective use of those
resources are central for a global partnership for development in support of the
achievement of the internationally agreed development goals (IADGs), including the
Millennium Development Goals (MI(s).
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3, We recognize that the international economic context has changed in profound ways
since we met in Monterrey. While assessing progress made, sharing best practices and
lessons leamned, we have identified obstacles and constraints encountered. We are
determined to take actions and initiatives to overcome these obstacles and devise
important measures for further implementation.

Mobilizing domestic financial resources for development

General comments

Without repeating the Monterrey consensus, the EU would like to highlight in this chapter:

- the role of national policies and development strategies cannot be overemphasized, thus the primary role
of domestic resources for development.

- governance — in all its dimensions - is necessary for an efficient and accepted mobilization of domestic
resources.

- importauce to enhance collaboration among all stakeholders to promote sustainable growth and to
address fong-term challenges of financing for development.

- the importance of the effective use of the proceeds of vatural resources for development.

The EU also believes that appropriate attention should be given to inequalities issues and specifically to
the issues of gender equality and women empowerment, as women play a fundamental role in domestic
economies. Sastainable development should be mentioned in all its aspects (gconomie, social and
epvironmental ).

4. In the yemrs following Monterrey, a number of developing countries have made
significant progress in the implementation of development policies in key areas of
their economic frameworks, contributing to increased mobilization of domestic
resources and higher levels of economic growth. We will continue to build upon this
progress and endeavor to strengthen am nvestment climate that promotes
entrepreneurship and facilitates establishing and doing business. More efforts are also
peeded by the international community to support such an environment.

=> - This paragraph should reflect in 2 balanced way the principles set by the Monterrey consensus,
fnter alia the primary responsibility and leading role of the developing countries in their own
development, with the complemented support of the internatiopal community.

-1t could be recalled that efforts are made to achieve an inclusive growth and to fight against poverty.
- Reference to private sector should be broader, as it plays a fundamental role in economic growth.

5. We will strvé to ensure the necessary internal conditions for mobilizing public and
private savings and sustaining adequate levels of productive investment, Good
governance is essential for effectively mobilizing domestic financial resources. We
will enhance out efforts to overcome obstacles to strengthen good govemance at all
levels while keeping in mind countries® different characteristics and specificities and
that national ownership is crifical.

3 The EU would like to stress that govermance, in all its dimensions (including rule of law,
economic governance, accountability, inclusiveness...), is essential to mobilize domestic resources.
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6. Human resources are the most precious and valuable asset that countries possess. The
realization of decent work for all, including investment in huran capital through
better designed and better funded health and education policies, coupled with better
social protection and active labor market policies, is essential. Such policies bave
begun to show results, but increased efforts are needed.

=> Human development is an essentisl goal - this paragraph could be strengthened by stressing
also that:

- an inclusive and pro-poor growth and the reduction of inequalities are crucial - strengthening this
paragraph is fundamental in this respect,

- a particular attention should be paid to women,

- efforts to give better access to services (health, education, credit...) are required.

7. To take advantage of the benefits of globalization while minimizing its costs, opening
the economy must also be accompanied by sufficient policy space and domestic
measures that enhance resilience, in particular in the macrosconomic and financial
arcas. We will seek to enhance counter-cyclical macroeconomic policies to strengthen
the domestic financial sector. Monetary policies should aim for low and stable
inflation targets, while seeking to support employment policies,

= The EU has interrogations on the objectives set in this paragraph, as well as on the notion of
“policy space”, which includes a number of concepts that the ELJ will have to review carefully as their
meaning and implications is not clear.

8. Fiscal reform is key to enhancing macroeconomic policies and poobilizing domestic
public resources. We will strive to modernize budgetary processes and enhance
transparency of public finance mapagement including gender responsive public
financial management. The development of a sound and wide-ranging financial sector
is central to the mobilization of domestic financial resources and should be an
jmportant component of natiopal development strategies. We will stive for
diversified, well regulated, inclusive financial systems that promote savings and
chanmpel them to sound projects and initiatives, including in particular in the private
sector. We will aim to increase the domestic supply of long-term capital and promote
the development of domestic capital markets, including through multilateral, regional,
sub-regional apd national development banks.

= In repard to this paragraph, the EU would like to emphasize two issues:
_ the important role of womep and inclusive financial systems.
- the role of accountability (Pavliaments, civil society...) to mobilize domestic public resources.

9. To achieve equitable development and foster a vibrant, inclusive private sector, a
financial infrastructure that provides access through a variety of products and services
to small and medium businesses, targeting women, rural areas and the poot is vital,
including microfinance and the financing of small and medium-size enterprises. 1o
achieve gender equality, consideration of gender issues within areas such as
macro/micro economic policies and labour policies should be undertaken. We will
endeavor to address and remove gender biases in labour apd financial markets as well
as, infer alia, in the ownership of assets and property rights,

*» The EU supports this paragraph on private sector (cf. supra) — a reference could be made to
inclusive financial sectors and syste/s.
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10. We will strengthen efforts to increase tax revenues through more effective tax
collection and modernization of tax legislation including through simplification of the
tax system, broadening of the tax base, and strongly combating tax evasion. To
support individual country efforts in these areas, it will be important to enhance
international cooperation in tax matters and broaden participation in the development
of international tax norms and rules. We will consider strengthening the United
Nations Committee of Experts on International Cooperation on Tax Matters by
upgrading it to ag intergovernmental body.

3 The EU stresses that tax fraud and mx evasion prevent States to mobilize resources which could
have financed economical and social development,

In this respect, nationa} tax policies are of particular importance {(improving the tax administration,
better acceptability, fiscal control, ete) as well as tax and custom copperation.

The EU reserves its position, at this stage, on the last proposal.

11. Capital flight is a major hindrance to the mobilization of domestic resources for
development and efforts should be strengthened to address the various factors that
contribute to this. Tt is vital fo address the problem of illicit finaucial flows. Addijtiopal
measures should be sought to prevent the transfer abroad of stolen assets and to assist
in their recovery, as well as to prevent capital flows that have criminal intent, such as
the financing of terrorisuL

=> - Capital flight is also a very important subject. Some important initiatives have been Jaunched in
this regard - and also in relation with parsgraph 12 since the adoption of the Monterrey Consensus,
such as “STAR”, EIT1, Kimberly process, FLEGT.

- Reference conld be made to the strengthening of international cooperation (parinership UN/QECD)
and to the private sector.

12, Corruption is a phenomenon that can affect developed and developing countries, and
the public and private sectors, alike. The Monterrey Consensus underlined that
fighting corruption at all levels is a prority. We are thus determined to combat
corruption in all of its manifestations. This yequires strong institutions at all levels,
including the sirengthening of the legal and judicial systems. We welcome the
increased commitment of Member States that have already ratified or acceded to the
United Nations Convention against Corruption, and in this regard urge all Member
States that have not yet done so to consider ratifying or acceding to the Convention.
We call upon all States parties to fully implement the Convention as sgon as possible,

2 _ The language on the UN Convention against corruption is of ntmost importance
- Governance, in all its dimensions, is essential.

13. While the pursuit of economic resilience is important for all countries, it requires
constant and more strenuous efforts in small and vulnerable economies. These
national efforts need to be reinforced by interational support for capacity building
including through technical assistance and through United Nations operational
activities for development. In development cooperation polivies we will pay special
attention. to the efforts and needs of LDCs, LLDCs and SIDS. Similasly, special
attention is needed to support post-conflict countries in their rebuilding efforts.
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Mobilizing international resources for development: foreign direct
investment and other private flows

General Comments

This issue is crucial. The countries and the international cotmunity should create an enabling
environpment to attract capital flows through, inter alie, improving the quality of infrastructure, human
yesources, promotion of PPP - and to improve the quality of FDL.

Two elements contribute to this: regional cooperation aid respect of intellectual property tights.

Reference to new funds (e.g, sovereign weslth funds) could be made in this chaptet.

14. We welcome the rise in private intemational capital flows to developing countries
since the Monterrey Conference. At the same time, we will &ty fo substantially
broaden the number of countries and sectors receiving such flows. Special efforts
should be undertaken at the mational, bilateral and multilateral levels to increase
private capital flows, particulatly foreign direct investment to Africa, LDCs, LLDCs
and SIDS.

15. Developing countries and countries with economies in transition should enhance
efforts to mobilize investment in transport, communications and other physical and
social infrastructure that serve to strengthen their business environment. The support
of bilateral and multilateral partners in this task is critical. There is also a need to
enhance the tools used by multilatersl and bilateral donors to mitigate the risks faced
by business investors in critical sectors in developing and transition economies and to
devise ways by which ODA can play a catalytic role in the mobilization of private
flows. We will also strive to enhance the stability of private capital flows, through
encoutaging the implementation of counter-cyclical policies, and also through making
efforts to promote South-South investment.

> The EU supports this paragraph - The importance of social and environinental dimensions could
also be stressed.

16. Experience of recent years has shown that providing an epabling business
environment is fundamental to fostering domestic and foreign private investment, We
will contixue to put in place transparent, appropriate and enforceable regulations and
laws for doing business, improve the availability of finance for enterprise, upgrade the -
skills and technical capabilities of human resources and facilitate public/private
consultative mechanisms. Developed couatries can also epcourage private flows to
developing countries through bilateral investment treaties, tax treaties and other tax
measures, We call on bilateral and multilateral agencies to continue assisting
interested countries to formulate policies and measures to attraci international private
capital flows, including through public/private partoerships.

17. The quality of foreign dizect investment plays an jmyportant role in enhancing the
development impact of these investments. We will strengthen efforts to maximize
linkages with domestic production activities, the trapnsfer of techmology and the
training of the local labour force. We will make stronger efforts to promote corporate
social responsibility and good corporate governance and seek to ensure that adequate
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labour and envirommental protection standards are upheld everywhere. We encourage
the work undertaken in the United Nations, including the Global Compact, in this
regard. Measures should be devised to avoid over-exploitation of patural resources,
while enhancing transparency and accountability of revemues from extractive
industries, both natiopal and foreign-owned, taking into account, where appropriate,
the implementation of relevant initiatives on extractive industries.

*» The EU will come back on the issue of technology transfer.

Promotion of corporate social and environmental responsibility is of key importance — the text could

be more ambitious in this regard, and call for the ratification of international instruments.

On the extractive industries, a reference could be made to EITI, FLEGT.

The importance of the protection of intellectual property rights should be taken fnto account.

18. We recognize that technology transfer is one of the key factors through which foreign
direct investment can impact development. Such transfer can also be facilitated by the
host country’s pro-active innovation and tcansfer policies. Public-private partnerships
can play a crucial role in implementing those policies, as well as In fostering a
dynamic small and medium-size enterprise sector. Many lessons have been learped on
how these elements should be carefully taken into consideration in the formulation of
national development stratepies,

I 3 On PPP, these should be inclusive (i.e. cover all stakeholders, including civil socisty). |

19. International financial institutions, particularly multilateral development banks, should
continue to enhance their efforts to provide incentives for private flows to developing
countries and trapsition-economy countries. At the same time, these institutions
should continue to explore innovative modalities to facilitate additional private flows
to such countries.

20, We are cognizant of the fact that the perception of a country’s cutrent economic
conditions and prospects determine to a large extent the intemational private financial
flows that it attracts. The provision of objective, high quality information is vital for
informed decisions by potential foreign investors. We will continue to strengthen
modalities, including through multilateral agencies’ efforts, to enhance and improve
information regarding a country’s economic situation and outlook. The information
provided by credit rating agencies, which is also useful for public sector policy
makers, should thus be based on broadly accepted, objective and transparent criteria.

{ & The EU has some questions on soms proposals and will revert. |

21. We will continue to explore measures to lower the cost of workers’ remittances
through increased cooperation between the originating and receiving countries, We
will explore avenues for taking fuller advantage of the opportunities provided by
remittances to not only satisfy families’ consumption needs but also to foster broader
access to financial services and savings and promote development goals. We also need
to be mindful that these are private flows over which governments do not have dixect
control, A

D The EU would like to stress the importance of this paragraph — The collection of befter data TJ
this issue should be encouraged,
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International trade as an engine for development’

General Comments
Need to redraft the text in a general way and based on the Monterrey consensus

- The EU is committed to a successful ambitious, balanced, comprehessive and development oriented
outcome of the WTO Doha round and for & universal, rule-based, open, nen-discriminatory and equitable
multilaterat trading system; this requires a commitment of all partners in this respect.

- The link between trade and its positive contribution to development should be batter stressed, especially
in national development strategies. Nevertheless, trade alone cannot cover all the need of developing
countries.

- Two aspects are also to be taken into account: the jmportance of loval and regional aspects of trade,
including regional integration: the broad role of Aid for Trade.

22. We recognize that international trade is ipextricably linked to ecopornic growth and
development and that a universal, rule-based, open, non-discriminatory and equitable
multilateral trading system as well as meaningful trade liberalization, can substantiaily
stimulate development worldwide. We are encouraged to see that international trade,
especially the trade of developing countries and counpfries with economies in
transition, has expanded at a fast pace in the current decade. Trade among developing
countries has now become one of the most dynamic elements in world trade.
However, a considerable number of developing countries, including many LDCs, have
remained at the margins of these developments.

23. A major challenge persists. The Doha Round of multilateral trade negotiations has not
been concluded, jeopardizing a continued dypamic expansion in the exports of
developing apd transition ecopomy countries, as well as adding to the risk of a
slowdown in the global economy. We will strive for a successful, early and truly
development-oriented conclusion of the Doha Round that ensures fair, balanced, and
equitable market-opening commitments.

| <> The paragraph should better highlight what has ajready been achjeved, _I

24. We recognize the need to make progress in key areas of the Doha Development
Agenda that are of interest to developing countties, infer alia: increased market access
for manufactures and agricultural products, substantial reduction and elimination of
subsidies, facilitating technology transfer, effective provisions for special and
preferential treatment, opening of markets to services from developing countries, and
affording sufficient policy space.

| & Reformulate in a balanced way and with agreed language. 1

25. We acknowledge that the optimum pace and sequence of liberalization depends on the
specific circumstances of each country, and that its costs and bepefits must be
weighed carefully in each case. It must be complemented by expansion of productive

! This section will be reviewed in light of ongoing negotiations.
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capacities, development of human resources and basic infrastructure, access to
technology and adoquate safety nets. A positive impact of liberalization on
development also depends to a large extent om appropriate actions, including
predictable access to markets, eliminating abuse of anti-dumping measures, reduction
of tariffs and nop-tariff barriers and avoidance of measures that distort trade.

26. We recognize that LDCs will require special measures and international support to
allow for a more gradual and effective adjustment to an open and competitive global
economy. Intemational financial institutions, including regional development banks,
should provide them with. all possible assistance in this regard. We renew the call to
developed countries and other countries in a position to do so to provide duty-free and
quota-fiee access to all products from LDCs. We will also redouble efforts to provide
technical assistance to low-income developing countries who request it, in order to
enable them to participate effectively in the mulfilateral trade system, including
tbrough the Enhanced Integrated Framework and by providing support to allow LDCs
to participate effectively in international trade negotiations.

7. Aid for Trade is a vital component of the measures required for developing countries
to effectively benefit from the Doha Round. Aid for Trade is not a substitute for a
successful outcome of the DDA. We will strive to substantially enhance Aid for Trade
to support efforts of recipient countries to take advantage of new trade opportunities
and assist themu in addressing trade liberalization adjustment measures. A critical aim
of Aid for Trade should be to enhance competitiveness and ownership while aligoing
it with the respective national development strategy. The commitments by individual
donors relating to Aid for Trade should be fully implemented.
3 Aid for wade is a very imporntant initiative, which is not linked exclusively with the conclusion of
the Doha round. AfT can help ensbling DCs to cope with obligations arising from the multilateral
trading system, but also to address constraints on their trade potential and to compete in local, regional
and global markets.

28. Broader and effective participation of countries in the international trade regime is a
key objective of the Monterrey Consensus. We will endeavour to facilitate the
accession of developing countries and countries with economies in trapsition that
apply for membership in WTO.

‘ 3 The text should be precise in its last sentence: the accession is made on 8 case-by-case basis. l

29. We recognize that regional integration as well as bilateral trade agreements can be
important instruments to expand trade. We should ensure that these agreements
promote long-term development apd become “building blocks” in the multilateral
trading system. International support to South-South cooperation in trade and other
areas can be catalytic in strengthening and consolidating regional and sub-regional
intepration. We will seek to enhance that support, including through irjangular
coopezation.

D The key issue remains a comprehensive trade round. Regional Free Trade Agreements (FTAS)
should be complementary, not conttadictory, 1o maultilateral efforts as they promote deep regional
integration beyond multilateral rules. Regional FTAs should be encouraged and supported, together
with broader efforts to strengthen regional stability and ranagement of common probliems.
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30. We welcome the outcome of UNCTAD X held in Accra, Ghana 20 - 25 April 2008,
UNCTAD has an important role to play as an institution with universal membership
and mandate to serve as the focal point of the United Nations for the integrated
treatment of trade and development and the interrelated issues of finance, investment,
technology and sustainable development.

Increasing international financial and technical cooperation for development

General Comments

The Doha conforence is taking place in a different context than the one in 2002. Tn particular, the aid
architecture has changed dramatisally. This evolution should be borne i mind for the formulation of the
chapter.

Some jssues should be taken Into account: Gender equality and empowerment of women, aid allocation,
environmental issues, adapting aid to the different situations and peeds.

31. We reaffirm the crucial role of Official Development Assistance (ODA) in supporting
development and facilitating the achievement of the JADGs, including the MDGs.
ODA is particularly important for the countries of Africa, LDCs, LLDCs and SIDS,
and it also ofien constitutes a critical element in peace building efforts. We are
encouraged by good practices carried out to strengthen the partnership between
developing and developed countries based on the principle of national ownership and
leadership.
2 ODA plays an essential role as complement and lever to other sources of financing for
development.

32, We are encouraged by the recovery of ODA from its declining trend before the
Monterrey Conference. Since the Conference, there has been a significant turn-around
in the overall volume of aid flows. ODA in real terms doubled between 2001 and
2007. However, we note with concemn the overall decline io ODA in 2006 and 2007
and that a significant part of this doubling of aid in the previous period comprised
growing debt relief. The aid absorptive capacity of developing countries has increased
significantly as a result of their improved domestic policies. We are encouraged that
some donor countries have already made ODA commitments, such as the EU for
0.56% of GNI for ODA by 2010 and 0.7 % by 2013. We also welcome reaffirmed
targets by the G-8 countries in Hokkaido, Japan, to increase their ODA to $130 billion
by 2010, The full implementation of these targets is vital to substantially boost the
resources available to push forward the international development agenda.

“> . The EU recalls its commitments.

- The accuracy of the data about G8 should be checked.

- The EU has somte interrogation to the reference to “absorptive capacity™.

- The positive role of debt relief could be underlined.

33. We recognize that major efforts are still needed for achievement of the IADGS,
including MDGs. Developing countries must formulate and implement effective
national development strategies and the international community must increase its
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support substantially. To reach their agreed timetables, developed countries should
take urgent measures to raise the rate of increase of aid disbursements. It is equally
important that countries that have not already formulated timetables or reached 0.7 %
of GNT as ODA do so. We once more urge all developed countries that have not yet
done so to make definite efforts to achieve the target of 0.7 % of GNI as ODA to
developing countries, including the specific target of 0.15 % to 0.20 % of GNI for
LDCs, by 2010. Addressing the current high food and energy prices and implementing
climate change-related actions carries a deep developmental connection and makes it
ever more urgent to fully meet all the pre-existing cooperation targets. This will
require considerable additional resources,

< The EU supports generally this paragraph — dates should be checked.

The last sentence could be reformulated (“financial flows”).

34. We also welcome increasing efforts by recipient and donor countries to make ODA

more effective. The High-level Forums on Aid Effectiveness, which produced the
2005 Paris Declaration and this year’s Accra Apenda for Action, are critical steps
forward in this regard by stressing the fundamental roles of ownership, alignment,
harmonization, managing for results and mutual accountability. Full implementation
of these principles should contribute to more effective and efficient aid delivery and
greatly improved outcomes. We will similarly enhance overall efforts to improve the
quality of aid, including by untying aid, jncreasing budget support, streamlining
conditions, and making aid more predictable.

<> The EU strongly supports the principles of Aid effectiveness and believes that this paragraph

could be updated in light of the outcome of the Accra Conference.

It is fmportant to recall the need for a mix of instruments (not only budget support) tailored for the

needs and situations of countries.

35. We note that the aid architecture has significantly changed in the current decade. New
official and non-official donors and novel partnership approaches, which transcend the
traditional dopor-recipient medality, have emerged. The flow of resources involved
confinues to increase significantly, This underscoxes the need for alignment,
harmonization, coordination and ownership. We shall pursue efforts, both in the
United Nations and in collaboration with otber relevant iustitations, such as, in
particular, OECD/DAC, to advance cooperation among this growing community of
partners. We shall also strive to provide technical assistapce for the incorporation of
good aid policies by recipient countries in their national development strategies.

I") Support reference to the broad participation of new donors to the aid effectiveness principles. |

36. This increasing corplexity of aid flows and the large number of new donors have
made the task of tracking and assessing such flows more difficult. There is a growing
need for more concrete and universal ways to keep track of aid quantity, quality and
effectiveness, giving due regard to already existing schemes aod peer review
mechanisms. We invite the United Nations system, the World Bank, regional
development banks and OECD/DAC to consider developing a joint proposal in this
regard.

10
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2 The EU recognizes the incteasing complexity of aid flows and the challenges it entails, but
reserves itg views on the end of the paragraph.

37. Aid can play a catalytic role in removing copstraints to growth such as enhancing
social and physical infrastructure, technological innovation, empowering women and
combating pockets of poverty. Aid can also be an important factor in triangular
cooperation schemes that reinforce South-South cooperation. We will explore new
and more effective assistance modalities to enhance the catalytic role of aid, in
particular for LDCs. We will also seek iupovative ways of better targeting middle-
income countries. Regional cooperation could also be strengthened as an effective
vehicle for mobilizing resources for development, inter alia by swengthening and
developing regional financial institutions to assist in upgrading critical sectors,

> The EU would favour a distinction between triangular and south/south cooperation — which play

different role.
The need to have aid adapted to the diversity of sjtuations could be stressed.

38. We welcome the considerable progress made since the Monterrey Conference in the
area of innovative sources of finance. Due to the initiatives by the “Group for Action
against Hunger and Poverty” and, later, the “Leading Group on Solidarity Levies”, a
pumber of new innovative financing sources have become a reality, or are in an
advanced stage towards implementation, such as, infer alia, the International
Financing Facility for Immunization (IFF Tm), advance market commitments, and the
airline ticket solidarity levy, which finances the international drug purchase facility
UNITAID to help combat AIDS, tuberculosis and malaria. We acknowledge that these
funds should be additional to, and not a substitute for, official development assistance
and they should not unduly burden developing countries. We recognize the value of
continuing consensus-building on current initiatives while further exploting and
evaluating the validity of other proposed inpovative sources of finance by
governments, nop-governmental organizations and civil society.

=} This paragraph js jmportant for the EU ~a lot of imitiatives have been taken since Monterrey. The
EU will revert later

39. We underline the impoxtance of the role of the United Nations system through its
operational activities in delivering effective capacity-building support for
development with long-term sustainability. This is particularly important for LDCs.
Given that the level of core funding inevitably affects the ability of the United Nations
syster to fulfil this mandate, we urge donor countries and other countries in a position
to do so to substantially increase their voluntary contributions to the core/regular
budgets of the United Nations development system.

2 The EU very much suppert the efforts made by the UN system to improve the coherence of its
action towards delivering capacity building support for development through its operational activities.
| Progress made should be highlighted.

40. The multilateral development banks, including the World Bank, regiopal and sub-
regjonal development banks and other finapcial institutions, have proven that they
constitute a key source of financing for development. They provide strategic resources

ii
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in the form of technical assistance for areas such as institution building and promotion

of pood governance practices, and play an important role in enhancing the integration

of developing countries in the world economy and in supporting regional integration

and other cooperation efforts. We will endeavor to strengthen these institutions and

increase their funding as part of the measures for further implementation of the
Monterrey Consensus.

=3 The EU has some questions on this paragrapht the primary role of these instimtions is not to
provide technical assistance.

External debt

General Comments

One of the most important challenges remains debt sustainability, which concems all actors — the text
should stress this issue in a balanced way and also take into account the necessity of sound debt
management.

The text should refer more positively to the positive effects of debt cancellation: the resources obtained by
debt cancellation can be used to implernent MDGs

The EU will come back later with additional comments

41. We welcome the progress that debt indicators of developing countries as a whole have
shown since the adoption of the Monterrey Consensus. Debt relief undex HIPC and
MDRI initiatives and the Evian freatment in the Paris Club, together with debtor
countries’ efforts and ongoing initiatives such as the World Bank/IMF’s Debt
Sustainability Framework, have contributed to achieving such progress. Borrowing
countries have also enhanced their debt management programmes and many have
built reserves, thus reducing vulnerabilities.

= The EU, on a preliminary basis would like to make three comments at this stage. The text should:
- Better underline the positive results coming from debt cancellation

- Recall the need that all creditors have to share responsibility and contribute according to the
comparability treatment principle.

- Recall the need for eahanced democratic oversight both of debt to be contracted and the use of
resources freed up by debt relief.

42. We recognize that important challenges remain. Debt service in a considerable
mumber of low and middle-income countries is still too high. The existing
international debt resolution mechanisms, including the Paris Club, cannot guarantee
equivalent treatment of all creditors and just treatment of creditors and debtors,
bindering the establishment of predictable debt resolution procedures. Thete is
concern about increasing vulture fund litigation. In addressing these situations, we
need to enhance the international financial mechsnisms for debt crisis prevention and
resolution by finding internationally agreed solutions. These mechanisms veed to be
underpinned by principies that have served us well in dealing effectively with many
debt problems. These include the need to ensure that debt resolution js a joint
responsibility of all debtors and creditors; 1o recognize that furthering development is
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the ultimate objective of debt resolution and that debt relief should not detract from
ODA, to strengihen transparency and accountability among all parties; to promote
responsible lending practices, improved debt management and national ownership of
policies; and to facilitate equivalent treatment of all creditors. .

3 - The EU wishes to underline the importance to commit against vulture fund litigation.

- The BU will revert on some of these issues.

43. The numbex of creditors to developing countres and countries with economies in
transition has grown, in light of an increase in new official and private creditors. We
will seek to enlarge creditor coordination to reduce risks of debt overhang in
borrowing countries and to improve interaction among all relevant actors during debt
renegotiations. In those remegotiations, we agree that all relevant actors will pay
special attention to the need to respect debtors’ policy space, in particular the room for
investments in infrastructure, and measures linked to attaining the JADGs, including
the MDGs.

= The Eu has difficulties with the reference to policy space, which includes a number of concepts
that the EU will have to review carefully as their meaging and implications is not clear.

44. Technical assistance to address debt problems can be crucial for many countries, in
particular those facing acute structural problems, those seriously affected by climate
change and those emexging from conflict. In spite of existing debt relief initiatives,
many developing countries still continue to face obstacles to achieving debt
sustainability and might require special assistance. We underline that sound maczo-
economujc polices and public resowrce management are key elements in reducing
national vulnerabilities. We will redouble efforts to provide them with the needed
technical help, including specific legal training to help countries faced with external
debt litigation. The Bretion Woods Institutions and UNCTAD should continue 1o play
a major and increasing role in this field. Particular attention should be paid to keeping
the debt sustaimability frameworks under review (o enhance the effectiveness of
monitoring and analysing debt sustainability. Increased transparency and information-
sharing are needed in the choice of debt service scenarios and construction of debt
indicators, including sufficient consideration of the domestic public and private debt
situation and achieving developroent goals. Also, for these countries, bilateral donors
and multilateral financial institutions should seek to increasingly provide grants and
concessional Joans as the preferred instruxnents to ensure debt sustainability.

=3 _The EU would like to stress the following points:
. it i important to reaffirm more clearly that preserying long-terta debt sustajnability is a shared

endeavour of lenders and borrowers.
- the debt sustainability framework should refer to the DSF of the IMF and WB, which use should he
widespread by all creditors.

- the need for all creditors and debtor countries to provide trangparent, reliable and up to date
information on debt stocks and new loans to low-income countries should be highlighted.

- the reference to the necessity to take into account the vulnerability of countries to exogenous shocks
is acceptable.
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45. We recognize that a shift has occurred from official to commercial borrowing and
from external to domestic public debt and this is creating new vulnerabilities. We note
the need to address this situation, including by jmproved data collection and analysis.

46. We acknowledge the need to address all relevant issues regarding extemal debt
problems, including through new ad-hoc forums with technical support from the
BWIs and the United Nations, to consider inter alia, a sovereign debt work-out
mechanism, enhancing the transparency and accountability of procedures of existing
mechamisms, and the possibility of crafling more permanent debt mediation or
arbitration mechanisms.

9 The EU is not in favour of the creation of new mechanisms fo dea}] with the jssue of debt
restructuration/arbitration, jgnoring the existing ones — the EU proposes thus to delete the paragraph.

Addressing systemic issues; enhancing the coherence and consistency of the

-

international monetary, financial and trading systems in support of
development

Prefiminary General Comments
The Eu will revert later on this chapter

Systemic jssues are of great importance in the context of globalisation and changing landscape, inter alia

with new emerging Issues. The EU is committed to support the multilateral international framework in the

economic and financial area, taking fully into account the new global context and emerging challenges. I

this tegard, for example, the EU recognizes the need to increase the voice and participation of developing

countries and is open to further dialogue.

The EU would like to stress thet trade aspects should be taken into account also in this chapter (e.g., better
integration of the countries in the negotiations).

47. Despite several efforts, progress in addressing systemic issues since Monterrey has
been limited. We resolve to undertake more decisive and timely steps to improve the
functioning of the international economic system to promote global growth and to
better support development efforts. This is crucial for an integrated implementation of
the Monterrey Consensus and to help achieve the 1ADGs, including the MDGs.

= The text should beter reflect the fact that the efforts are ongoing and that some results have
already been achieved, even if effoits are to be developed.

48. The globalization process has continued to accelerate, bringing closer economic links
coupled with significant economic benefits to many countries and peoples. However,
this process is leaving behind a considerable pumber of countries as well as
individuals. This implies new challenges and demands on the global economic
institutions and their coberence and govemance systems.

49. Countries should continue to enhance macroeconomic policies and strengthen theix

financial system. It is equally important that international development institutions
and developed countries tailor their international economic policies more in line with
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the peeds of both low-income and middle-income countries. Improved coordination
among the relevant minisiries and institutions in both developed and developing
couniries, remains necessary for a coherent formulation and effective implementation
of policies at all levels.
| = The EU has interrogations on the meaning of the whole, |

55 The foundations of stable international finencial markets rest onm sound
macroeconomic and financial policies. Solid financial institutions at the country level
are an essential pillar of a well-functioning international financial atchitecture. It is
crucial, in particular, that countrdes with large economies manage them in ways that
conttibute to global stability and economic growth.

= The reference to stable international financial markets, to solid mstitution at country level, and the
call to countries with large ecanomies to manage them in ways that contxibute 1o global stability and
economic growth (respect of common rules, framework...) should be kepl.

51. Enhanced financial information and transparency in the financial operations of public
and private financial institutions, particutarly banks, are key elements for & well
functioning internatiopal financial system. National regulators should enhance
financial information and transparency at the domestic level. We will further endeavor
to strepgthen cooperation among national regulators to adopt adequate common
standards, as financial resources flow increasingly across borders.

> The reference 1o transparency in the financial operations and cooperation among national
reguiators should be kept.

52, The emergence of new and highly globalized financial instruments is changing the
nature of risks in the world economy. It is important that regulatory agencies in
cooperation with the IMF, the Financial Stability Forum (FSF) and other agencies,
both public and private, examine the factors that might increase systemic risks and
trigger systemic crisis, in particular the various unregulated activities in internatiopal
financial markets, with a view to assess whether further regulation at the national and
intermational levels is necessary.

=) The importance of the need o strengthen the monitoring and prevention means of intemationa_t‘
Financial crisis should be strengthened as well as the need for coordinated efforts.

53. We reaffirm that the Bretion Woods Institutions should be the key pillars of a
strengthened international financial architecture. They should have the capacity to
deal with the management and swift resolution of financial crises in a manper that
elicits and facilitates international cooperation. We will undertake measuxes 1o ensure
that the BWIs have the technical capacities, credit facilities and financial resources
necessary 1o assist countries in preventing financial crises and helping thex to deal
with the adverse effects of large fluctuations in the price of key commodities. The
need for special drawing rights allocation should be kept under review.

54, Regional development banks are key actors in supporting development and furthering

regional integration efforts. They play a vital role in the respective regional
goverpance structure. We must ensure that they have the necessary resources to
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accomplish. their tasks. Other regional cooperation frameworks such as financial and
monetary arrangements that complement the international financial system can be
instrumental in fostering development and financial stability among its members. We
encourage those arrangements as they facilitate financial flows, lower transaction
costs, serve as mechanisms that assist in the prevention of financial crises and rendex
parties of such arangements more resilient.

=¥ Regional component is important, in the wider context of global common rutes, frameworks and

structures.

55. Credit rating agencies play a significant role in the provision of information, including
assessment of corporate and sovereign risk. The systemic role of the major bond
rating agencies in the lead-up to the latest financial crisis has stimulated an
international discussion about the need for more transparency and reduced conflict-of-
interest in operations. We recognize the need to establish an appropriate, inclusive
process to consider measwres aimed at improving agency oversight and increasing
their accountability and transparency.

56. Most efforts in the formulation of standards and codes have taken place outside the
multilateral systern. It is crucial to ensure an effective and equitable representation of
developing countties in standards and norms-setting bodies. While these bodies have
increased consultation with some countyies, more should be done to broaden the
participation. We recognize that the implementation of standards and codes in
developing countries with less advanced financial systems should be flexible.

57. We recognize that changes in the governance tegime of the global economic and
financial institutions are needed. The agreement regarding the recent quota review in
the IMF is a step in the right direction, yet preater efforts need to be exeried to
increase the voice and participation of developing countties on the board. It is also
important to examine conditions by which only a few members can at times block key
decisions. The World Bank and other entities such as the FSF and the Basel
Commttee should consider taking similar steps to achieve a more equitable
participation of all members of the international community; the same applies to other
bodies engaged in international economic decision-making,.

2 The EU supports the principle of reform but reserves its position on the way it is formulated js the
second part of the paragraph.

58. Taking note of recent proposals, we acknowledge the need to convene a major
international conference to review the international financial and monetary
architecture and global economic governance structures. We thus invite the
International Monetary and Financial Committee to include this subject tn the agenda
of its next meetings, and to make appropriate recommendations to the IMF Board of
Govemors and the international compmunity.

| = General reserve. |
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Other new challenges and emerging issues

General Commentis

At this stage, the EU will only give preliminary comments and will revert later.
The EU highlights the importance of Climate change, sustainable energy systems and energy security,
food security. The EU believes that these issues are of great importance ip the outcome document.

Gender is not a new challenge or an emerging issue but a remaining challenge that should receive due
attenfion.

59, We recognize that multiple challenges have emerged in eradicating poverty, achieving
sustained economic growth and promoting sustainable development. Some of these
key challenges the world community faces today include: substantial and persistent
global imbalances, volatile capital flows and upstable exchange rate markets, large
and abrupt price fluctuations in internationsl markets of key commodities, slowing
global economic growth, increased costs from damage to the earth’s environment and
climate change. We reaffirm our resolve towards concerted global action to address all
these areas, while consistently furthering economic and human development for all.

60. The concem of the international community with climate change has inoreased
markedly since the adoption of the Monterrey Consensus. Ongoing and potential
responses to tackle this phenomenon have major development implications. We agree
to address such implications in a timely and decisive way. We inter alia resolve to
address the financing needs for the mitigation and adaptation to glimate change in
developing countries in the context of sustainable development, in particular, within
the structure of the United Nations Framework Convention on Climnate Change
(UNFCCC) and the process leading to the UN climate change conference scheduled
for the end of 2009 in Copenhagen (COP-15). We comumit to respond to the additional
finapcial requirements that meet these new challenges with appropriate, concrete
international cooperation measures and policies. Concerted efforis to address climate
change should promote increased trade in environmental goods and not result in
environmentally based frade distortions. We should facilitate the transfer of low-
carbon technology to support economic development efforts.

| = The EU will revert on this issue. \

61. We also underscore the special challenges emerging from international commodity
ymarkets, particularly the abrupt rise in food and energy prices. We will mobilize
additional multilateral and bilateral resources to assist developing countries,
particularly the least developed and those that are most affected by high food and
energy prices, in coping with the consequences of these higher prices, while at the
same time recognizing the necessity of a substantial expansion in food production. We
reiterate that the global food crisis has multiple and complex causes and that its
consequences require a comprehensive and coordinated response ju the short, medium
and long term by mational governments and the intexrnational community. We also take
note of the establishment by the Secretary General of the High-Level Task Force on
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the Global Food Crisis and encourage its continued engagement with member states
of the United Nations.

62. We reiterate the need for gender mainstreaming into the formulation and
implementation of development policies, including financing for development
policies, by alt stakeholders of the Monterrey Consensus. It is also necessary that,
when designing and implementing development strategies, due and full attention be
paid to overall social development concerns and goals, including the social
development aspects contained in the outcomes of major United Nations conferences
and summits in the economic and social fields.

63. In middle-income countries, substantial pockets of poverty persist. We acknowledge
the efforts to bring to light the particular development challenges faced by middle-
income countries at the conferences held in Spain, El Salvador and Namibia on
international development cooperation with Middle-Income Countries. We encourage
the United Nations system, BWIs and all other stakeholders to enhance their role in
addressing the special developmental needs of these countries.

% The scope of this paragraph is W0 naow. The issues of poverty, inequality, vulnerable groups
deserve wider attention.

Staying engaged

General comments

The EU supports the need for a stropg follow-up of the Monterrey Consensus and Financing for
Development process within existing mechanisms.

64. We recommit to keep fully engaged, nationaily, regionally and internationally, to
ensure proper follow-up to the implementation of the Monterrey Consensus and the
Doha Outcome Document, and to continue to build bridges between all relevant
stakeholders, both institutional and non-institutional, within the holistic agenda of the
Financing for Development process.

65. A robust and credible process of follow-up is critical to continued progress in the
Financing for Development process. We acknowledge the need to consider and set up,
as appropriate, a mote effective intergovernmental structure to carry out this task with
the support of the Financing for Development Office, taking into account various
proposals that bave been put forward in this regard. We request the Economic and
Sgeial Council to consider these proposals in depth at its 2009 spring High-level
meeting with the international financial and trade institutions, with a view to making
appropriate and timely recommendations for final action by the General Assembly.

66. We will consider the need to hold a follow-up conference by 2013,
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