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US President Barack Obama will soon be
making a trip to Asian countries. The
Trans-Pacific Partnership Agreement
(TPPA) will surely be on his agenda, just
as the Transatlantic Trade and Invest-
ment Partnership (TTIP) was a priority
during his March trip to Europe.

The TTIP is the agreement the US
and the European Union are negotiating,
a counterpart to the TPPA that the US is
negotiating with 11 other Asian and Pa-
cific countries.

At a press conference during his Eu-
ropean trip, Obama responded to strong
public criticisms against the TTIP. There
was no point worrying about the provi-
sions having effects on consumer and
environmental protection until the deal
was done, he said.

Consumer and environmental pro-
tection would in fact be strengthened by
trade deals. “I spent my whole political
life fighting for consumer protection,” he
said, adding that there was no ground
for worries that companies can take ac-
tion to weaken consumer and environ-
mental protection.

The president’s comments on the
TTIP presumably apply also to the TPPA
since both contain similar provisions,
and the criticisms from US and other
lawmakers and non-governmental orga-
nizations (NGOs) also apply to both.

Consumer and health groups have
indeed been vocal in their criticisms and
protests against the TPPA and TTIP.
They include Public Citizen, an organi-
zation founded by leading US consumer
advocate Ralph Nader, and Medecins
Sans Frontieres (MSF), the Nobel Prize-
winning medical group.
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Obama’s response will not assure
the critics. His first point, that there is
no point worrying until the deal is done,
will hit a raw nerve.

Lawmakers, including in the US
Congress, and NGOs in countries in-
volved in the two trade deals have been
disgruntled that the talks are held in se-
cret and that they don’t have access to

the texts.
The secrecy of the negotiations, the

inability of the public to give feedback,
and the lack of legitimacy of the process
is one of the major criticisms against
these two trade deals. Nevertheless,
there is enough information, from leaked
chapters and from provisions in existing
US free trade agreements (FTAs), for the
public to have a good idea of what the
trade deals entail.

Obama’s advice that there is no
point worrying until the final texts are
revealed is likely to earn scorn rather
than assurance.

Second, the critics have good rea-
sons to be worried or outraged. These
agreements would, for example, make it
very difficult or even impossible for pa-
tients and government health authorities
to have access to the much cheaper ge-
neric versions of patented medicines,
because of the tighter patent regime the
US is proposing in the TPPA. As a re-
sult, millions of patients could be de-
prived of life-saving drugs since they,
and their governments, cannot afford to
buy the branded products.

According to MSF, the first genera-
tion of HIV/AIDS drugs have come
down in price by 99% over the last de-
cade, from $10,000 per person per year
in 2000 to roughly $60 today, thanks to
production of generics in India, Brazil
and Thailand, where these drugs were
not patented. This dramatic price drop
enabled HIV/AIDS treatment to be
scaled up for over six million people in
developing countries.

According to MSF, the US propos-
als in the TPPA would cause many prob-
lems, including extending the term of
patents beyond the already lengthy 20
years, the provision of “data exclusivity”
(which will require generic companies to
undertake their own costly clinical tri-
als), and widening the scope of what
medicines are patentable.

In Malaysia, one of the countries
negotiating the TPPA, several patient
and medical groups in 2012 issued a joint
statement opposing the US proposals,
which they say will reduce access to

2 Obama, the TTIP and the TPPA

4 WTO rules against China in rare
earths dispute

8 Remembering “a staunch advocate
of Southern progress”

14 IMF the equality champion?
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medicines.
“We categorically oppose US de-

mands for longer and stronger patents
on medicines and medical technologies
that are essential to save Malaysian
lives,” said leaders of the National Can-
cer Society Malaysia, Breast Cancer Wel-
fare Association, Malaysian AIDS Coun-
cil, MTAAG+, Malaysian Thoracic Soci-
ety and Malaysian Mental Health Asso-
ciation.

They said that cancers require af-
fordable chemotherapy medicines. Sec-
ond-line HIV/AIDS medicines like
Kaletra are required to save lives but are
often out of reach to persons living with
HIV. Many other conditions depend on
generic medicines, such as tuberculosis,
malaria and diabetes.

But it is not only medicines that are
affected. Consumers of information,
media and books will be affected by
tighter copyright laws that are likely to
result in more expensive use of informa-
tion materials and the Internet.

Health groups point out that mea-
sures to control cigarette sales, such as
requiring plain  packaging, will be threat-
ened as the tobacco companies can sue
the governments for affecting their rev-
enues.

Under a proposed investor-state dis-
pute settlement (ISDS) system in the
TPPA, foreign investors can sue govern-
ments in an international tribunal on
grounds that their future revenues are
affected by new policies.

Many cases against governments for
their health and environmental policies
have already been brought by companies
under existing FTAs that contain ISDS
provisions, and bilateral investment trea-
ties. A tobacco firm has sued Australia
and Uruguay for their plain-packaging
policy. A Swedish company made a $2
billion claim against the German govern-
ment for its policy to phase out nuclear
power after the Fukushima nuclear acci-
dent.

Germany has told the European
Commission to exclude the ISDS mecha-
nism in the TTIP, and the Commission
has suspended negotiations with the US
on ISDS.

In the TPPA, however, the ISDS is
still the lynchpin of the whole agreement,
as it is a strong enforcement mechanism

                          (continued on page 16)
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by Kanaga Raja

GENEVA: A World Trade Organization
(WTO) dispute panel has handed down
a ruling that Chinese measures relating
to the exportation of rare earths, tung-
sten and molybdenum are inconsistent
with China’s WTO obligations.

 In the ruling issued on 26 March,
the panel said that, having found that
China has acted inconsistently with Ar-
ticle XI: 1 of the General Agreement on
Tariffs and Trade (GATT) 1994; Para-
graphs 1.2, 5.1 and 11.3 of China’s Ac-
cession Protocol; and Paragraphs 83, 84,
162 and 165 of China’s Working Party
Report, it recommends that the WTO
Dispute Settlement Body request China
to bring the existing measures at issue
into conformity with its obligations un-
der the GATT 1994, China’s Accession
Protocol and China’s Working Party Re-
port.

 The panel report and ruling is a
majority one, with one panellist record-
ing his dissent on a systemic issue of the
relationship between the Chinese Acces-
sion Protocol and the GATT 1994.

 The panel disagreed with the first
main premise of China’s argument re-
garding the systemic relationship be-
tween its Accession Protocol and the
GATT 1994, namely, that the Accession
Protocol-specific provisions in post-1994
accession protocols that relate to trade
in goods, including Paragraph 11.3 of
China’s Accession Protocol, automati-
cally became an “integral part” of the
GATT 1994.

 The panel said this argument re-
garding the systemic relationship be-
tween its Accession Protocol and the
GATT 1994 is not a “cogent reason” for
departing from the Appellate Body’s
finding that the obligation in Paragraph
11.3 of China’s Accession Protocol is not
subject to the general exceptions in Ar-
ticle XX of the GATT 1994.

 The panel found that Paragraph
11.3 of China’s Accession Protocol (an
Accession Protocol-specific provision
regarding export duties) is not an “inte-
gral part” of the GATT 1994, but that
China’s Accession Protocol is, according

to its Paragraph 1.2, an integral part of
the WTO Agreement.

 The dissenting member (not other-
wise identified, according to the Dispute
Settlement Understanding practice),
however, said that a proper interpreta-
tion of the relevant provisions at issue
leads to the conclusion that the obliga-
tions in Paragraph 11.3 of China’s Ac-
cession Protocol are subject to the gen-
eral exceptions in Article XX of the GATT
1994.

 In its ruling and findings concern-
ing export duties and export quotas on
various forms of rare earths, tungsten
and molybdenum, and restrictions on
the trading rights of enterprises export-
ing rare earths and molybdenum, the
panel said it has found that the series of
measures have operated to impose ex-
port duties and export quotas on vari-
ous forms of rare earths, tungsten and
molybdenum, and restrictions on the
trading rights of enterprises exporting
rare earths and molybdenum (i.e., the
prior export experience requirement, the
export performance requirement, and
the minimum registered capital require-
ment), that are inconsistent with China’s
WTO obligations.

 The panel, therefore, recommended
that the Dispute Settlement Body request
China to bring its measures into confor-
mity with its WTO obligations such that
the series of measures does not operate
to bring about a WTO-inconsistent re-
sult.
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This is the second dispute involving
China’s natural resources. Back in Feb-
ruary 2012, the Dispute Settlement Body
had adopted the Appellate Body and
panel reports in a separate dispute
brought against China by the United
States, the European Communities and
Mexico concerning Chinese measures
related to the exportation of various raw
materials. In that dispute, the Appellate
Body had upheld an earlier panel ruling
that had found that export restraints

imposed by China on certain raw mate-
rials were inconsistent with its WTO ob-
ligations.

 The present dispute concerning
China’s rare earths, tungsten and molyb-
denum was brought separately by the
United States, the European Union and
Japan, and a single panel was subse-
quently established to hear the dispute.

 A press release by the Office of the
United States Trade Representative has
quoted USTR Michael Froman as saying:
“Time and again, the Obama Adminis-
tration has made clear that we are will-
ing to go to the mat for American work-
ers and businesses to make sure that the
playing field is fair and level.”

 “China’s decision to promote its
own industry and discriminate against
US companies has caused US manufac-
turers to pay as much as three times more
than what their Chinese competitors pay
for the exact same rare earths. WTO rules
prohibit this kind of discriminatory ex-
port restraint and this win today, along
with our win 2 years ago in an earlier
case, demonstrates that clearly,” he fur-
ther said.

 According to the USTR press re-
lease, rare earths, tungsten and molyb-
denum are key inputs in a multitude of
US-made products for critical American
manufacturing sectors, including hybrid
car batteries, wind turbines, energy-effi-
cient lighting, steel, advanced electron-
ics, automobiles, petroleum and chemi-
cals.

 In a separate press release, the EU
Mission to the WTO said that the panel’s
ruling backs the claims of the EU and its
co-complainants, the US and Japan. The
verdict is clear, it added: export restric-
tions cannot be imposed supposedly to
conserve exhaustible natural resources if
domestic use of the same raw materials
is not limited for the same purpose.

 In a statement released by the Chi-
nese Mission to the WTO, the Head of
the Department of Treaty and Law in the
Chinese Ministry of Commerce
(MOFCOM) said that the panel recog-
nized China’s comprehensive resource
and environment conservation measures
taken for rare earths, tungsten and mo-
lybdenum products, and rejected the
EU’s claim that the export performance
requirement imposed by the Chinese
government on enterprises applying for
molybdenum export quotas discrimi-
nated against foreign enterprises.

 While welcoming this, the Head of
the Department of Treaty and Law ex-
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pressed regret over the panel’s ruling
that China’s export duty, export quota,
and export quota administration and al-
location measures imposed on the prod-
ucts at issue were inconsistent with the
WTO rules and China’s Accession Pro-
tocol. He pointed out that facing increas-
ing resource and environment pressure,
the Chinese government has been rein-
forcing and improving its comprehen-
sive regulation on high-polluting, high-
energy-consuming and resource-con-
suming products in recent years.

 “Such efforts are China’s response
to the needs to conserve exhaustible
natural resources and protect environ-
ment, which also shows China’s endeav-
our to maintain global sustainable devel-
opment,” said the MOFCOM statement.

 “China believes that these regula-
tory measures are perfectly consistent
with the objective of sustainable devel-
opment promoted by the WTO and con-
tribute to the coordinated development
of resources, environment and human
beings. China will continue to strengthen
its regulation on resource products in a
WTO-consistent manner and maintain
fair competition,” said the Head of the
Department of Treaty and Law.
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According to the panel report, the
dispute concerns China’s use of export
quotas and export duties on various
forms of rare earths, tungsten and mo-
lybdenum, and the complainants also
challenge the administration and alloca-
tion, including through export licensing,
of the export quotas.

 The raw materials at issue are either
naturally occurring minerals or materi-
als that have undergone some initial pro-
cessing. “Rare earths” is the common
name for a group of 15 chemical elements
in the periodic table with atomic num-
bers 57 to 71. These elements are part of
the so-called “lanthanide group”, com-
posed of: lanthanum, cerium, praseody-
mium, neodymium, promethium, sa-
marium, europium, gadolinium, ter-
bium, dysprosium, holmium, erbium,
thulium, ytterbium and lutetium. Two
other rare earth elements are included in
the scope of this dispute, namely, scan-
dium (atomic No. 21) and yttrium
(atomic No. 39).

 With respect to export duties, the
panel noted that Paragraph 11.3 of
China’s Accession Protocol states that
“China shall eliminate all taxes and

charges applied to exports unless specifi-
cally provided for in Annex 6 of this Pro-
tocol or applied in conformity with the
provisions of Article VIII of the GATT
1994”.

 The complainants assert that, in
2012, China imposed export duties on
363 products, including 58 rare earths
products, 15 tungsten products and nine
molybdenum products. The complain-
ants submit that these latter 82 products
are not identified in Annex 6 of China’s
Accession Protocol, and that China’s
imposition of export duties on these
products is therefore inconsistent with
Paragraph 11.3 of its Accession Protocol.

 According to the panel report,
China does not dispute the complain-
ants’ allegation that it has acted incon-
sistently with Paragraph 11.3 of its Ac-
cession Protocol. However, China argues
that the obligation in Paragraph 11.3 is
subject to the general exceptions in Ar-
ticle XX of the GATT 1994, and submits
that the export duties at issue are justi-
fied under Article XX(b) of the GATT
1994 because they are “necessary to pro-
tect human, animal or plant life or
health”.

 In its analysis, the panel concluded
that in 2012, China imposed export du-
ties ranging from 5% to 25% ad valorem
on 58 rare earths products, 15 tungsten
products and nine molybdenum prod-
ucts. The panel concluded that these
products are not included in Annex 6 of
China’s Accession Protocol. Accord-
ingly, the Panel found that China’s im-
position of export duties on those prod-
ucts is inconsistent with Paragraph 11.3
of its Accession Protocol.

 With respect to China’s argument
regarding the systemic relationship be-
tween the provisions of China’s Acces-
sion Protocol and those of the GATT
1994, the panel concluded that the legal
effect of the second sentence of Para-
graph 1.2 is to make China’s Accession
Protocol, in its entirety, an “integral part”
of the Marrakesh Agreement Establish-
ing the WTO (WTO Agreement), and not
that, in addition, the individual provi-
sions thereof are also integral parts of
Multilateral Trade Agreements annexed
to the Marrakesh Agreement. The panel
said it has also rejected China’s argument
based on Article XII: 1 of the Marrakesh
Agreement.

 The panel therefore disagreed with
the first main premise of China’s argu-
ment regarding the systemic relationship
between its Accession Protocol and the

GATT 1994, i.e., that the Accession Pro-
tocol-specific provisions in post-1994
accession protocols that relate to trade
in goods, including Paragraph 11.3 of
China’s Accession Protocol, automati-
cally became an “integral part” of the
GATT 1994.

 Accordingly, the panel said it is not
strictly necessary for it to address the
remaining elements of China’s argu-
ment, which include the propositions
that: (i) the obligation in Paragraph 11.3
is “intrinsically” related to Articles II and
XI of the GATT 1994; and (ii) assuming
that Paragraph 11.3 is an “integral part”
of the GATT 1994, Paragraph 11.3 is
therefore subject to the general excep-
tions in Article XX of the GATT 1994
“unless there is explicit treaty language”
to the contrary.

 As for the proposition that the obli-
gation in Paragraph 11.3 is “intrinsically”
related to Articles II and XI of the GATT
1994, the panel observed that there is no
provision of the GATT 1994 that requires
Members to eliminate export duties. Ar-
ticle II: 7 of the GATT 1994 provides that
the schedules annexed to the GATT 1994
are an integral part thereof. It would ap-
pear to be possible for Members to in-
clude commitments regarding the use of
export duties in such schedules. Indeed,
some Members have done so. However,
the export duty commitments at issue
were not inscribed in China’s schedule.

 With respect to Article XI: 1, the
panel noted that this provision concerns
prohibitions or restrictions on the expor-
tation (or importation) of any product
“other than duties, taxes or other
charges”. The obligation in Paragraph
11.3 of China’s Accession Protocol does
not relate to the same subject matter as
Articles II or XI of the GATT 1994.

 In light of the foregoing, the panel
found that China’s argument regarding
the systemic relationship between its Ac-
cession Protocol and the GATT 1994 is
not a “cogent reason” for departing from
the Appellate Body’s finding that the
obligation in Paragraph 11.3 of China’s
Accession Protocol is not subject to the
general exceptions in Article XX of the
GATT 1994.

 The panel then addressed China’s
next specific argument, which is that
“[t]he terms ‘nothing in this Agreement’
in the chapeau of Article XX of the GATT
1994 do not exclude the availability of
Article XX to defend a violation of Para-
graph 11.3 of China’s Accession Proto-
col”. In this regard, China submits that
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Eurozone crisis could spill over into
developing world

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

by Thalif Deen

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

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

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

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

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

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

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

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

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

With the exception of Germany, most

the exceptions under Article XX of the
GATT 1994 are also available to excuse
violations of what it labels intrinsically
GATT-related “WTO-plus” provisions
contained in post-1994 accession proto-
cols.

 Following its analysis, the panel
found that China’s argument regarding
the terms “nothing in this Agreement”
in the chapeau of Article XX of the GATT
1994 is moot as a consequence of the
panel’s finding that Paragraph 11.3 of
China’s Accession Protocol (an Acces-
sion Protocol-specific provision regard-
ing export duties) is not an “integral
part” of the GATT 1994; China’s Acces-
sion Protocol is – according to its Para-
graph 1.2 – an integral part of the WTO
Agreement.

 Accordingly, the panel found that
China’s argument cannot be regarded as
a “cogent reason” for departing from the
Appellate Body’s finding that the obli-
gation in Paragraph 11.3 of China’s Ac-
cession Protocol is not subject to the gen-
eral exceptions in Article XX of the GATT
1994.
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On China’s argument relating to the
object and purpose of the WTO Agree-
ment, the panel noted that China’s ar-
gument rests on a key premise: that the
result of the Appellate Body’s ruling on
the non-applicability of Article XX as an
exception to the obligation in Paragraph
11.3 is that “trade liberalization must be
promoted at whatever cost – including
forcing Members to endure environmen-
tal degradation and the exhaustion of
their scarce natural resources”.

 China argues that this result is in-
consistent with the object and purpose
of the WTO Agreement. More specifi-
cally, China argues that such a result can-
not be reconciled with the requirement
to interpret treaties in a “holistic man-
ner”, with the requirement to give due
meaning to a treaty’s “object and pur-
pose”, with the specific reference to “the
objective of sustainable development” in
the preamble of the WTO Agreement,
and the need to “balance trade liberal-
ization with non-trade-related objec-
tives”.

 The panel agreed with China that
an interpretation of the covered agree-
ments that resulted in sovereign states
being legally prevented from taking
measures that are necessary to protect
the environment or human, animal or
plant life or health would likely be in-

consistent with the object and purpose
of the WTO Agreement. In the panel’s
view, such a result could even rise to the
level of being “manifestly absurd or un-
reasonable”.

 However, the panel considered that
the premise underlying China’s argu-
ment is false. The Appellate Body found
that the obligation in Paragraph 11.3 of
China’s Accession Protocol is not subject
to the general exceptions in Article XX
of the GATT 1994. Paragraph 11.3 of
China’s Accession Protocol concerns one
type of instrument only – export duties.
Thus, the only result that follows from
this finding is that when seeking to ad-
dress environmental concerns and pro-
tect the life and health of its population,
China must use instruments and means
other than export duties to do so (unless
those export duties are imposed on prod-
ucts within the maximum rates “specifi-
cally provided for” in Annex 6 of China’s
Accession Protocol).

 Such alternative instruments and
means include the entire universe of in-
struments and means that governments
maintain to protect the environment and
human health, and that do not violate
WTO obligations – or that may violate
one or more WTO obligations, but which
may be justified under Article XX of the
GATT 1994.

 In sum, the panel agreed with China
that an interpretation of the covered
agreements that resulted in sovereign
states being legally prevented from tak-
ing measures that are necessary to pro-
tect the environment or human, animal
or plant life or health would likely be
inconsistent with the object and purpose
of the WTO Agreement. However, the
panel disagreed with China that this is
the result of the Appellate Body’s find-
ing that the obligation in Paragraph 11.3
of China’s Accession Protocol is not sub-
ject to the general exceptions in Article
XX of the GATT 1994.

 Accordingly, the panel found that
China’s argument cannot be regarded as
a “cogent reason” for departing from that
finding.

 The panel recalled that in its prior
adopted reports in the China – Raw Ma-
terials dispute, the Appellate Body found
that there is no basis in China’s Acces-
sion Protocol to allow the application of
Article XX of the GATT 1994 to China’s
obligations in Paragraph 11.3 of China’s
Accession Protocol.

 The panel concluded that China has
not presented it with any cogent reason
for departing from the Appellate Body’s

finding. Accordingly, the panel found
that the obligation in Paragraph 11.3 of
China’s Accession Protocol is not subject
to the general exceptions in Article XX
of the GATT 1994.

 The panel said it wishes to empha-
size two points. The first is the narrow
scope of this finding. “The question that
has been presented to the Panel, and the
only question that we have addressed,
is the applicability of Article XX of the
GATT 1994 to the obligation contained
in Paragraph 11.3 of China’s Accession
Protocol. The Panel has not expressed,
in this respect, any view, and its findings
should not be understood as implying
any view, on whether Article XX of the
GATT 1994 is applicable to other provi-
sions of China’s Accession Protocol,
other provisions of other Members’ pro-
tocols of accession, or other provisions
contained in the Multilateral Trade
Agreements annexed to the WTO Agree-
ment.”

 Second, the panel said it wishes to
underscore how limited the implications
of this finding are in terms of China be-
ing able to adopt and maintain measures
to protect the environment and the life
and health of its population. When seek-
ing to address environmental concerns
and protect the life and health of its
population, China must, according to
Paragraph 11.3 of its Accession Protocol,
use instruments and means other than
export duties to do so (except to the ex-
tent it has provided for in its Accession
Protocol).

 “That is the only implication of this
finding. In our view, this finding in no
way impairs China’s ability to pursue
those legitimate objectives.”
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The panel report took note that one
panellist was unable to agree with some
of the findings and conclusions (con-
tained in paragraphs 7.63 to 7.117 of the
report).

 According to this panellist: “I agree
with the ultimate conclusion reached by
this Panel that, in this dispute, China
cannot justify its export duties on rare
earths, tungsten, and molybdenum
products pursuant to Article XX(b) of the
GATT 1994 (GATT Article XX(b)). How-
ever, contrary to the finding made by the
Panel’s majority, I believe that a proper
interpretation of the relevant provisions
at issue leads to the conclusion that the
obligations in Paragraph 11.3 of China’s
Accession Protocol are subject to the gen-
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eral exceptions in Article XX of the GATT
1994.”

 Setting out his opinion, the panellist
said that in sum, he believes that Para-
graph 11.3 of China’s Accession Proto-
col is an integral part of China’s obliga-
tions on trade in goods in the sense that
it adds to the basic obligations of the
GATT 1994 relating to border tariffs. A
proper interpretation on the availability
of Article XX of the GATT 1994 to Para-
graph 11.3 of China’s Accession Proto-
col should take into account the fact that
Paragraph 11.3 must be read cumula-
tively and simultaneously with related
GATT Articles II and XI and as an inte-
gral part of the GATT system of rights
and obligations.

 “Therefore, in my view, unless
China explicitly gave up its right to in-
voke Article XX of GATT 1994, which it
did not, the general exception provisions
of the GATT 1994 are available to China
to justify a violation of Paragraph 11.3
of its Accession Protocol. I see nothing
in China’s Accession Protocol that clearly
indicates such a waiver. In my view,
finding that the obligation in Paragraph
11.3 is subject to the general exceptions
in Article XX of the GATT 1994 allows
China to exercise its rights and obliga-
tions with a view to favouring its sus-
tainable development. This concludes
my separate opinion.”

 In other findings, the panel, in its
conclusions with respect to the chapeau
of Article XX of the GATT 1994, con-
cluded that China has demonstrated that
the mining and production of rare earths,
tungsten and molybdenum have caused
grave harm to the environment and to
the life and health of human, animals and
plants in China.

 The panel recognized that in recent
years China has considerably enhanced
the scope of the environmental measures
it has adopted with a view to address-
ing this harm. In this regard, the panel
recalled the Appellate Body’s statement
that “few interests are more ‘vital’ and
‘important’ than protecting human be-
ings from health risks, and that protect-
ing the environment is no less impor-
tant”.

 However, the panel found that
China has not demonstrated that its ex-
port duties are designed to address this
problem, or that they are apt to make a
material contribution to addressing this
problem, or that the alternative measures
identified by the complainants are not
reasonably available or would not make
the same contribution to addressing this

problem. In addition, the panel found
that China has not demonstrated that the
measures are applied in a manner that
satisfies the chapeau of Article XX of the
GATT 1994.

 For these reasons, the panel found
that China has not demonstrated that its
imposition of export duties on the prod-
ucts at issue is justified under Article
XX(b) as measures necessary to protect
human, animal or plant life or health.
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In its overall conclusions on claims
relating to export duties, the panel found
that: (i) China’s imposition of export
duties on the products at issue is incon-
sistent with Paragraph 11.3 of China’s
Accession Protocol; (ii) the obligation in
Paragraph 11.3 is not subject to the gen-
eral exceptions in Article XX of the GATT
1994; and even if it were, (iii) China has
not demonstrated that its export duties
on the products at issue are justified un-
der Article XX(b) of the GATT 1994 as
measures necessary to protect human,
animal or plant life or health.

 Turning to export quotas, amongst
other findings, the panel did not agree
with China that its sovereign right over
its natural resources allows it to control
international markets and the domestic
and international allocation and distri-
bution of rare earths.

 It said that China, as a sovereign
WTO Member, can control the amount
of rare earths it extracts, but once such
resources enter the market, they are sub-
ject to WTO rules, which prohibit quo-
tas unless justified under one or more of
the GATT exceptions. China has not con-
vinced the panel that the right in Article
XX(g) to adopt measures for conserva-
tion provides China with the right to
control the domestic and international
allocation and distribution of rare earths.

 In its overall conclusions on China’s
export quotas on rare earths, the panel
concluded that China’s export quota on
rare earths is inconsistent with Article XI:
1 of the GATT 1994 and Paragraphs 162
and 165 of China’s Working Party Re-
port. The panel also concluded that
China’s export quota on rare earths is not
justified under either subparagraph (g)
or the chapeau of Article XX of the GATT
1994.

 With respect to China’s export
quota on tungsten, the panel concluded
that China’s export quota on tungsten is
inconsistent with Article XI: 1 of the

GATT 1994 and Paragraphs 162 and 165
of China’s Working Party Report. The
panel also concluded that China’s export
quota on tungsten is not justified under
either subparagraph (g) or the chapeau
of Article XX of the GATT 1994.

 On molybdenum, the panel con-
cluded that China’s export quota on
molybdenum is inconsistent with Article
XI: 1 of the GATT 1994 and Paragraphs
162 and 165 of China’s Working Party
Report. The panel also concluded that
China’s export quota on molybdenum is
not justified under either subparagraph
(g) or the chapeau of Article XX of the
GATT 1994.

 In respect of claims concerning ex-
port quota administration and allocation,
the panel found that:

 a. the restrictions on the trading
rights of enterprises exporting rare
earths and molybdenum (i.e., the prior
export experience requirement, the ex-
port performance requirement, and the
minimum registered capital require-
ment) that China applies by virtue of the
series of measures at issue are inconsis-
tent with Paragraphs 83(a), 83(b), 83(d),
84(a) and 84(b) of China’s Working Party
Report, as incorporated into China’s
Accession Protocol by virtue of Para-
graph 1.2;

 b. the restrictions on the trading
rights of enterprises exporting rare
earths and molybdenum (i.e., the prior
export experience requirement, the ex-
port performance requirement, and the
minimum registered capital require-
ment) that China applies by virtue of the
series of measures at issue are inconsis-
tent with Paragraph 5.1 of China’s Ac-
cession Protocol;

 c. China is entitled to seek to justify
the restrictions on the trading rights of
enterprises exporting rare earths and
molybdenum referred to in paragraph
8.3 pursuant to Article XX(g) of the
GATT 1994;

 d. China has failed to make a prima
facie case that the violations of its trad-
ing rights commitments are justified
pursuant to Article XX(g).

 The panel also found that the EU
has not established that the prior export
performance criterion in the 2012 Appli-
cation Qualifications and Application
Procedures for Molybdenum Export
Quota is inconsistent with the commit-
ment in Paragraph 84(b) of China’s
Working Party Report as incorporated
into China’s Accession Protocol by vir-
tue of Paragraph 1.2. (SUNS7773)   ������
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by Kanaga Raja

GENEVA: A special tribute seminar
commemorating the life and intellectual
legacy of the late Dr Gamani Corea of
Sri Lanka, a former Secretary-General of
the United Nations Conference on Trade
and Development (UNCTAD) (1974-84)
and Chairman of the Board of the South
Centre (2001-02), was held here on 20
March.

The seminar in honour of Corea,
who passed away in Sri Lanka on 3 No-
vember 2013, was hosted by UNCTAD
and organized by the South Centre, an
intergovernmental organization of de-
veloping countries, with the support of
the Permanent Mission of Sri Lanka to
the United Nations in Geneva.
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Martin Khor, Executive Director of
the South Centre, opened the seminar,
saying that Corea, after retiring from
UNCTAD, was instrumental in the es-
tablishment and operations of the South
Commission and (later) the South Cen-
tre.

In his opening remarks, Benjamin
W. Mkapa, the Chairman of the Board
of the South Centre, said that “like ev-
eryone else here, we at the South Centre
were deeply saddened with the news
about the passing away of Dr Gamani
Corea”, adding that Corea was a states-
man and one of the most eminent econo-
mists of the developing and developed
world.

He had been the governor of the
Central Bank and Secretary of the De-
partment of Planning of Sri Lanka as well
as a distinguished diplomat of his coun-
try. He was best known as the Secretary-
General of UNCTAD between 1974 and
1984.

“In this capacity, he led the multi-
lateral efforts to strengthen the position
of developing countries in various areas,
including in commodities, other areas of
trade and development and in the efforts
to establish a new international economic
order,” said Mkapa.

Corea, Mkapa added, was a great
contributor to the cause of the South and
to South-South cooperation, having been
instrumental in the establishment of the
Group of 77 (G77) developing-country
grouping and UNCTAD.

Corea was also a major leader in the
establishment and development of the
South Centre, Mkapa said, adding that
he was one of the 29 members of the
South Commission which functioned
from 1987 to 1990 under the leadership
of Mwalimu President Julius Nyerere of
Tanzania. Corea provided immense in-
tellectual and personal support to the
Commission’s report, “Challenges of the
South”, released in 1990, recognizing the
pressing need for greater cooperation
between countries of the South.

Corea remained closely associated
with the South Centre from its inception
in 1991 and was one of the founding fa-
thers of the Centre, providing it with
policy and substantive guidance to its
work, thus assisting Nyerere to gradu-
ally build the Centre into an institution
with a global standing, making possible
its transformation into an intergovern-
mental organization of the developing
countries for promoting and safeguard-
ing their interests.

Mkapa also noted that Corea played
a direct role in the work of the South
Centre, including by the writing of some
of its most important documents on such
issues as environment and development,
commodities, the Non-Aligned Move-
ment (NAM) agenda, the reform of the
UN system, South-South trade and ex-
ternal debt.

Corea chaired the NAM Ad Hoc
Expert Group on External Debt and also
made an important contribution in the
establishment of the Heavily Indebted
Poor Countries (HIPC) debt relief initia-
tive.

He later became a member of the
Board of the South Centre in 1995 when
the Centre was transformed into an in-
tergovernmental organization, and was
appointed a member of the first South

Centre Board which was chaired by
Nyerere. He remained on the Board un-
til 2002 when he was appointed the Chair
of the Board, a position he undertook
until 2003 when he retired for health rea-
sons.

“We at the South Centre were espe-
cially grateful to Gamani Corea for his
strong and sustained moral and politi-
cal support for the Centre during the dif-
ficult period that it traversed following
the passing away of Chairman Nyerere,”
said Mkapa.

The remarkable career and trajectory
of Gamani Corea, Mkapa said, places
him among those few towering person-
alities and intellects which have ably led
the South and endowed it with its own
identity in the global arena, which is a
historical and substantive achievement.
Corea spoke always with passion about
the causes of the developing world and
of the South Centre.

“In his life, and his writings, he was
a staunch advocate of Southern unity,
Southern solidarity and Southern
progress. We celebrate today the contri-
butions of a man who advanced the de-
velopment goals and all-round capacity-
building of the South.”

“With his passing away, the devel-
oping countries have lost a great cham-
pion and the world has lost a tireless
leader in fostering international coopera-
tion. He leaves behind a rich and valu-
able legacy that will continue to benefit
and inspire successful leaderships for the
people of the South and the world for
many years to come,” Mkapa added.
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Richard Kozul-Wright, Director of
the Division on Globalization and Devel-
opment Strategies at UNCTAD, speak-
ing on behalf of UNCTAD Secretary-
General Mukhisa Kituyi, said that the
Secretary-General wished to express his
deep regrets for being unable to be
present, as unfortunately the tribute
seminar was taking place on the same
date as a long-planned mission to Cam-
bodia and India.

Reading out the message from the
Secretary-General, Kozul-Wright re-
called Kituyi’s short eulogy last fall at a
special commemoration ceremony orga-
nized by UNCTAD’s Trade and Devel-
opment Board, where Kituyi had called
Corea an “embodiment of the confident
South”. Kozul-Wright said that it is an
apt description that is, in part, a reflec-
tion of the political drive of the develop-
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ing world in the two-and-a-half decades
from the Bandung Conference to the
onset of the debt crisis of the early 1980s.

“UNCTAD was, of course, very
much a product of that confidence. But
it also tells us a lot about how Gamani’s
leadership helped steer a course for
UNCTAD that continues to serve as a
beacon for us today.”

More than simply taking up where
his predecessors left off, Corea, Kozul-
Wright said, moved the North-South dia-
logue in a constructive direction.

“There have certainly been bumps
in the road since then; indeed, the shift
towards a neoliberal development con-
sensus, which began in the final years of
Gamani’s tenure as Secretary-General,
has  posed  profound  intellectual and
political challenges for UNCTAD. But
one lasting consequence is UNCTAD’s
Trade and Development Report, launched
by Gamani in 1981.”

Led by Geri Arsenis, it was a bold
response to the World Bank’s World De-
velopment Report established a couple of
years earlier and already refocusing the
development discussion on “getting
prices right” and downplaying the influ-
ence of international economic condi-
tions on national policy on the grounds
that the prime culprit behind the debt
crisis was domestic economic policy er-
rors.

According to Kozul-Wright, this
positioning of the World Bank was
quickly consolidated around adjustment
lending. This opened up the possibility
of an alternative approach to interpret-
ing the issue of central concern to
UNCTAD – the design of development
strategies in an interdependent world of
asymmetric economic power relations
and distorted international markets.

“Indeed, it is worth recalling here
that even at the height of the disagree-
ments between the North and the South
during Gamani’s tenure, he inspired the
respect of no less than Henry Kissinger
himself – who encouraged him to stay
the course no matter what their intellec-
tual or ideological differences might
have been.

“It is therefore for his spirit of ser-
vice to development and to genuine and
purposeful North-South dialogue that
we honour him today. We keep alive his
principles and his aspirations for a bet-
ter world. He put into practice his dream
of an UNCTAD that makes a difference,
and we are committed to that dream too
today,” Kozul-Wright added.

“Although today the world may

have changed – and with it UNCTAD –
in the organization itself, Gamani’s spirit
and legacy live on. UNCTAD remains an
intellectual centre of excellence on devel-
opment thinking in the United Nations
system, and in the broader development
community. And the quadrennial
UNCTAD conference remains the only
major UN conference on development
that takes place on a regular and perma-
nent basis,” he said.
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Ambassador Ravinatha Aryasinha
of Sri Lanka, whose mission here co-or-
ganized the event with the South Cen-
tre, said: “Dr Corea was a cake where the
icing was put abroad but which was es-
sentially baked in Sri Lanka.”

Born on 4 November 1925, Corea
was educated at Royal College, one of
the most prestigious schools in Sri Lanka,
and graduated from the Oxbridge uni-
versities and held a PhD in Economics
from Oxford. He also received honorary
doctorates from a number of national
and foreign universities.

Recounting Corea’s early career, the
Sri Lankan envoy said that Corea’s en-
counter with Raul Prebisch, the world-
renowned development economist and
first Secretary-General of UNCTAD,
during one of his visits to Geneva re-
sulted in a new turn of events in his pro-
fessional life.

At the invitation of Prebisch, Corea
joined the panel of experts who were
making arrangements for the first ses-
sion of UNCTAD, held in 1964. Corea
was also the chief architect of the resolu-
tion which established the G77 at the
conclusion of the first UNCTAD (ses-
sion).

The principles Corea enunciated for
a new international economic order con-
tinue to remain increasingly relevant and
valid in the present global context, said
Aryasinha. “Of late, the 2008 financial
crisis and the ensuing consequences have
proven to us beyond any doubt that the
economic welfare of the people cannot
be solely left at the hands of the private
enterprises which are driven by markets
and profits. Even the most affluent na-
tions eventually acknowledge this harsh
reality.”

Corea’s active role in reinforcing
unity among nations of the global South
and their position in multilateral nego-
tiations is well recognized and appreci-
ated globally. His vision and active role
in the promotion of South-South and

North-South cooperation remains an in-
spiration for all, including for the Group
of Fifteen (G15), a summit-level group
of 17 developing countries currently
chaired by Sri Lanka.

“His legacy and intellectual proph-
ecy continues to inspire international
institutions such as the South Centre as
well as cross-regional groups of nations
such as the G15 to continue to strive and
work tirelessly for a more equitable and
just world order,” he said.

Ending with an anecdote relating to
Corea, Aryasinha recounted that it was
said that when Corea served Sri Lanka,
he, together with two others, had gone
to Rome (where the UN Food and Agri-
culture Organization is based) to seek
food aid for Sri Lanka. All three were
very well-built gentlemen, and a mem-
ber of the press there had remarked to
them that when he saw them, he did not
think that Sri Lanka had a food crisis.
Back came the reply: “We represent the
aspirations of our people.”

�
��
���������!�"#�

The part of the tribute seminar de-
voted to Corea’s life and work was ad-
dressed by Rubens Ricupero, a former
Secretary-General of UNCTAD (1995-
2004), and Chakravarthi Raghavan, Edi-
tor Emeritus of the South-North Develop-
ment Monitor (SUNS).

Ricupero said that he was not one
of the happy few who had the privilege
to have worked closely with Corea. “I
cannot refrain from remarking at the
outset that there is no better proof of the
lasting mark that our dear friend, the late
Gamani Corea, left than the presence
here of so many of his close collabora-
tors, of the people who worked with him
or under him and who travelled from
distant places to be among us today. This
is not something that happens every day
and it is in itself a tribute without
words.”

“If it is true that in philosophy we
all stand upon the shoulders of giants
who came before us, then I can also say
that I enjoyed the privilege of standing
upon the shoulders of giants like Dr.
Prebisch, Dr. [Manuel] Perez-Guerrero
[second UNCTAD Secretary-General],
Dr. Gamani Corea. In my time at
UNCTAD, I could sense every day how
much of this organization is due to their
vision, to their efforts, to their gifts,” he
said.

Ricupero noted that after the two
initial attempts at creating UNCTAD,



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

  CURRENT REPORTS     Tribute

first by Prebisch and then by Perez-
Guerrero, the organization was still look-
ing for a permanent identity and there
were no assurances that it would survive
the conferences of Geneva and New
Delhi.

“My conviction is that it was
Gamani who consolidated the organiza-
tion because he had the wisdom of un-
derstanding what was behind the appar-
ently arid legal problem of the role of
UNCTAD within the United Nations
organization.”

UNCTAD had been created as a sub-
sidiary body of the UN General Assem-
bly. For some people, that was seen as a
sort of minor, diminished status as com-
pared to the independent specialized UN
agencies which had their own processes
of choosing their Secretary-General or
Director-General, had their own budget-
ary processes and, for all practical pur-
poses, were almost completely indepen-
dent from (UN headquarters in) New
York in administrative matters.

The aspiration of UNCTAD becom-
ing a specialized agency had always been
present in the mind of some well-inten-
tioned people, Ricupero said. However,
there were others who thought likewise
but with intentions that were not so pure
or positive, who did not want to improve
matters but, on the contrary, would like
to see UNCTAD less well protected
against the pressure of the powers to be.

“I am not imagining things. It is
enough to read what Professor Richard
Cooper, for instance, wrote on the his-
tory of international economic organiza-
tions to understand that many never con-
cealed their inconformity with the fact
that every member of the United Nations
General Assembly had to share the bur-
den for UNCTAD’s existence even when
they did not like the work the organiza-
tion was doing. The reason was simple:
being a subsidiary body of the UN Gen-
eral Assembly, UNCTAD had become
intrinsically indissociable from the
United Nations.

“When Gamani was UNCTAD’s
Secretary-General in the middle of the
1970s, there was a moment when it was
offered to him that UNCTAD could be-
come a specialized agency. Those were
brilliant, golden days where everything
seemed to go the developing countries’
way after the two oil shocks. For a mo-
ment there was even an illusion that
there had been a sort of change in the
correlation of forces. Others, in UNIDO,
for instance, accepted the offer believing
it would make them stronger and more
prestigious.

“Gamani had the wisdom of turn-
ing the offer down. In doing that,
Gamani consolidated the basis for some-
thing that is much more important than
administrative independence, some-
thing that is, to this day, the unique char-
acteristic of UNCTAD: its role as a source
of independence and integrity of critical
thought in the field of development. If
UNCTAD wants to remain the voice of
those who have no voice, the poorest
amongst the poor, the vulnerable, it
should never forget that there will be a
price to be paid.”

Ricupero added: “When we say that
we pride ourselves – I still speak as a
former member of UNCTAD – of think-
ing outside of the box, of being ahead of
the curve, we know that we will have to
pay a price. As Keynes himself said,
‘economists will rather be wrong in the
mainstream than to be right out of it’. The
price to be paid is pressure, threats, the
denial of material resources.”

“It was Gamani who gave us the
guarantee that we would be protected
because we were linked to the demo-
cratic ground of the international com-
munity, to the grassroot process of the
UN which is the General Assembly. It
may not have too much power like the
Security Council but it has the highest
degree of legitimacy because it is the ut-
termost expression of the universality of
the planet. In maintaining our role as a
subsidiary organ of the General Assem-
bly we were able to keep our integrity.”

Ricupero concluded: “Let me just
finish by saying that for all of us who
cherish Gamani Corea’s legacy, perhaps
the most valuable part of that legacy is
the fact that UNCTAD remains to this
day the moral and intellectual conscience
of development. It will only remain so if
it resists the temptation to become a part
of the mainstream, a very strong and
permanent temptation. If you say what
others more powerful want you to say,
then you may get some rewards but you
will have lost your soul.”

#����������������

In his statement to the tribute semi-
nar, Chakravarthi Raghavan said that he
really came to know Corea fairly well
after he came to Geneva in 1978 to work
at the International Foundation for De-
velopment Alternatives (IFDA) and with
the IPS news agency on an “Alternative
Information Project” to report from a
Third World perspective on the activi-
ties of UN agencies in Geneva in general
and the trade and development scene –

UNCTAD, GATT etc – in particular.
Soon after, in March 1978, they met

at Corea’s office, and discovered that
though they were from different back-
grounds, their lives and thinking had
been shaped by national freedom
struggles in their countries of South Asia
under British colonial rule – Corea in
what was then Ceylon (now Sri Lanka)
and Raghavan in then Madras (now
Chennai) in India.

UNCTAD at that time was at the
centre of the North-South dialogue and
negotiations on a range of issues and
subjects like commodities and what is
now known as services – shipping, tech-
nology etc – as well as core issues of the
world economy including trade, money
and finance. There were a large number
of meetings on variegated issues, with
these meetings often running late into
the night, especially on Fridays.
Raghavan recalled that Corea could be
found at his desk on the 9th floor of the
secretariat and sometimes in the coffee
lounge, waiting for meetings to convene
while regional groups conferred among
themselves.

“As a journalist following these
meetings, I was there too, and soon we
would spend time together – waiting
around, in his office or at the lounge on
the first floor – discussing UNCTAD
matters and wider issues of international
political economy but also touching on
our own personal lives and back-
ground.”

Recalling his own youth, Raghavan
said that at a young age, soon after high
school but before entering college, he had
gone through his father’s library, read-
ing haphazardly – law books, religious
and philosophical literature in Sanskrit
and some in Tamil and English, English
classic novels, and writings of Adam
Smith, Karl Marx, Mahatma Gandhi,
Jawaharlal Nehru, among others. After
joining the profession too he had done
some haphazard reading of politics and
economics.

When he met Corea in 1978 and
came to know him well, Corea took on
hand the task of guiding him in some
detailed reading and re-reading of eco-
nomics literature – classical, neo-classi-
cal, Marxian and development econom-
ics, and trade, money and finance – an
almost one-to-one economics crash
course (without having to do term pa-
pers!).

During Corea’s tenure at UNCTAD,
and later when he retired and was stay-
ing not too far from Raghavan’s home
in Geneva, they used to meet at least once
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a week.
Touching upon some aspects of

Corea’s life and work, Raghavan said
that Corea was born into a renowned and
affluent political family of Sri Lanka – his
mother’s brother, Sir John Kotlewala,
was a Prime Minister of Ceylon, while
his grandfather, Victor Corea, was a free-
dom fighter. He was an only child and
the family on his mother’s side was so
affluent that no one in the family ever
thought of guiding him into any particu-
lar educational discipline or a profes-
sional career.

Everyone, on both sides of his fam-
ily, was in politics and belonged to
prominent political families of Ceylon/
Sri Lanka, but Corea was thought to be
too shy and reserved for the rough and
tumble of political life.

However, by himself, Corea began
taking an interest in the national politics
of Ceylon (but not to plunge into poli-
tics); till the end, he had good relations
with both the main political parties of Sri
Lanka, and in terms of even national
polity, both sides listened to him, al-
though they did not always follow his
wise counsel.

Raghavan said that when Corea
learnt that a meeting with Gandhi in
1945, and spending 10 days with him in
camp, had changed Raghavan’s outlook
and brought him first into politics briefly
and then to journalism, Corea told him
that in his student and younger days, he
had been very much influenced by the
freedom struggle under Gandhi and
Nehru in neighbouring colonial India.

Raghavan recounted Corea telling
him: “I would get hold as a young man
of every writing of Jawaharlal Nehru and
read him avidly. It gave me a perspec-
tive and impelled me to take [an] inter-
est in politics and development that car-
ried over into my post-university career
in the Central Bank, and then United
Nations and the development aspects
there.”

Raghavan said that after an educa-
tional career in Colombo and then Ox-
ford and Cambridge (1945-52), Corea
came back to Colombo to enter govern-
ment service in the economic depart-
ments of planning, as research director
in the central bank, as Secretary of the
Department of Planning and as gover-
nor of the central bank. He then went into
diplomatic service, as Ceylon’s ambas-
sador to the European Economic Com-
munity in Brussels, and several UN po-
sitions, including as member of the UN
Committee for Development Planning.
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Prebisch named him to a panel of
experts preparing for the first UNCTAD
session (UNCTAD I), and later in the
work of UNCTAD itself where, during
the Prebisch era, he chaired a commod-
ity conference on cocoa. Raghavan added
that Prebisch too, in conversations with
him (Raghavan) in 1979 at UNCTAD V
in Manila and again in 1983 at the G77
ministerial meeting in Buenos Aires,
thought very highly of Corea.

Raghavan noted that Corea was ap-
pointed in 1973 as Secretary-General of
UNCTAD for an initial three-year term,
when the second Secretary-General,
Perez-Guerrero, resigned to become a
minister in Venezuela. He assumed the
post in April 1974 and was reappointed
thrice, his last term ending in December
1984.

He continued in the post at the re-
quest of then UN Secretary-General
Javier Perez de Cuellar, and then was
told (indirectly) that he would not be
continued, said Raghavan. Raghavan
recalled that the developed OECD coun-
tries were by then dead set against Corea
for his role in giving intellectual support
for the G77 efforts at restructuring the
world economy and international eco-
nomic system (money, finance and trade)
for a more equitable and just order.

At the 1982 General Agreement on
Tariffs and Trade (GATT) ministerial
meeting in Geneva, when the US was
trying to expand the role of GATT by
including many unrelated areas into the
ambit of the trading system, (merely by
adding the prefix “trade-related”), Corea
spoke out very strongly and firmly in
support of the position of the develop-
ing countries. United under the leader-
ship of Brazil and India, the informal
group of developing countries insisted
that the unfinished business of the To-
kyo Round trade talks should be taken
up first and accords reached, before any
new issues like intellectual property, ser-
vices or investment could be considered
as subjects for trade negotiations.

Raghavan said that Corea also un-
dertook and published studies at
UNCTAD on services, technology, intel-
lectual property and other subjects
sought to be brought onto the GATT
agenda, in particular their wider role in
development.

Sometime later, when Corea was on
the South Commission, he told the Com-
mission secretariat’s Branislav Gosovic
that the main reason for annulling his

third term in UNCTAD and giving him
only one year was the fear by the US and
the OECD group of countries that Corea
“would spoil” their attempts to launch a
new round of GATT multilateral trade
negotiations with new issues.

“Prebisch, as head of UNCTAD,
shaped international economic thinking
in development economics and raised
awareness within the UN system of the
development problematic in the newly
independent ex-colonies, and their need
for special treatment and assistance for
development, such as official develop-
ment aid, generalized schemes of pref-
erences in trade and the like,” said
Raghavan. He added that Corea carried
forward the Prebisch outlook, providing
intellectual weight and economic argu-
ments to the secretariat proposals, and
with calls for restructuring the global
economy and international economic
relations and governance, and address-
ing problems of development and
money, finance and trade in an interde-
pendent manner.

“He had an inner conviction and
strength, and an outlook that was vision-
ary, developmental and egalitarian.
Within UNCTAD, he developed several
programmes to help development, and
remained firm in his view that UNCTAD
should remain a part of the UN, an or-
gan of the UN General Assembly de-
voted to trade and development. While
not confrontational or using harsh lan-
guage, he stood up throughout his ten-
ure to pressures and bullying tactics of
the United States or European Commu-
nities and their attempts to influence se-
nior staff appointments by planting their
own men. He also stood up to the IMF
[International Monetary Fund] and
World Bank, whose leadership at-
tempted sometimes to scoff at UNCTAD
views and alternative thinking differing
from the IMF/World Bank ideology and
rulebook,” Raghavan recalled.

After retirement from UNCTAD,
Corea continued in international public
life, especially in the economic and de-
velopment arena, and was a member of
the South Commission. After the Com-
mission wound up and the South Cen-
tre was set up in 1991, he played an im-
portant role in its work. He was trusted
by South Centre Chair Nyerere and acted
as the final authority and filter approv-
ing policies, documents and publications
of the Centre.

He was consulted on a daily basis,
both while he was in Geneva (a lot of the
time) and when he was in Colombo, and
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was one of the key persons to help put
the Centre on its feet. He became Chair-
man of the Board of the South Centre,
assuming the post about three years af-
ter Nyerere died. He resigned his chair-
manship after a mild stroke which im-
pacted on his writing abilities.

Raghavan said that as an important
member of the Centre, Corea partici-
pated in some of the civil society meet-
ings in the run-up to the 1992 UN Con-
ference on Environment and Develop-
ment (UNCED) in Rio de Janeiro.

At the time of the 1991 second pre-
paratory committee meeting in Geneva
for UNCED, it was fashionable for offi-
cials of the secretariat, including the Sec-
retary-General of UNCED Maurice
Strong, to advise developing countries
not to adopt or follow a consumerist
Northern style of development,
Raghavan noted. “Speaking at the civil
society meeting at that time, Corea
scoffed at such efforts of the North to
constrain the development of the South
to maintain the North’s own consump-
tion and lifestyles. He told the NGO fo-
rum and the Group of 77 that if such an
effort is made, even if governments of
the South accept at Rio such instruments
to curb their development, ‘long before
global warming, the world will be en-
gulfed in global disorder’.”

Raghavan said that Corea was also
present at Rio itself as a member of the
Sri Lankan delegation. At the end of
UNCED, in an interview with Thalif
Deen of Inter Press Service for the con-
ference newspaper Terra Viva, Corea fa-
mously summed up the outcome as fol-
lows: “We negotiated the size of the
zero.”

�����������������
��������
����

The second part of the tribute semi-
nar was devoted to the intellectual legacy
of Corea, with invited speakers being
Saman Kelegama, Executive Director of
the Institute of Policy Studies of Sri
Lanka; Gerasimos Arsenis, former Direc-
tor of the Money and Finance Division
of UNCTAD; Jan Pronk, former
UNCTAD Deputy Secretary-General;
Michael Zammit Cutajar, former
UNCTAD staff and former Executive
Secretary of the UN Framework Conven-
tion on Climate Change; and Michael
Sakbani, former Director of the Division
of Economic Cooperation, Poverty Alle-
viation and UNCTAD’s Special
Programmes.

Zammit Cutajar spoke of his many
associations with Corea – in the

UNCTAD secretariat, at the time of the
1972 UN Conference on the Human En-
vironment in Stockholm when Zammit
Cutajar had joined the team of Maurice
Strong heading that secretariat. Corea,
Zammit Cutajar said, was a “pioneer on
the interface of ‘development and envi-
ronment’, later known as ‘sustainable
development’”.

At the time of Stockholm, when de-
veloping countries looked suspiciously
on that conference, Corea chaired a panel
of experts on Development and Environ-
ment convened by Strong that met at
Founex near Geneva, and was largely
instrumental in drafting the Founex Re-
port that was instrumental in securing
the proactive participation of develop-
ing countries.

The central messages of Founex – of
poverty eradication as the overriding
aim of economic and social develop-
ment; of environmental norms, costs and
benefits being integrated in the develop-
ment framework; and additional devel-
opment assistance to developing coun-
tries to cover the incremental cost of en-
vironmentally advantageous technolo-
gies – echo through the decades and “we
still hear them today”, said Zammit
Cutajar.

The Founex Report brought out im-
portant differences in the perspectives of
industrialized and developing countries,
while making a compelling case for com-
mon action in some areas. “This tension
between differentiation and commonal-
ity is with us to this day,” he added.

As head of UNCTAD, Corea also
convened a symposium, along with the
UN Environment Programme (UNEP),
on “Patterns of Resource Use, Environ-
ment and Development Strategies” held
in Cocoyoc (Mexico) in October 1974,
whose proceedings were much influ-
enced by the political context of the times
in the UN – the period of Special Sessions
of the General Assembly, the New Inter-
national Economic Order and the Char-
ter of Economic Rights and Duties of
States.

This resulted in the Cocoyoc Decla-
ration, whose content and tone were thus
more radical and more ideological than
the Founex Report: redefining the pur-
pose of development – “not to develop
things but to develop man”; attacking
inequality; rejecting “trickle down” and
“growth first” models; proclaiming the
diversity of self-reliant development
paths; and exploring the scope for social
justice in the space between the physical
“outer limits” of the planet and the “in-
ner limits” of basic human needs and

human rights.
It is not surprising that this Decla-

ration drew the wrath of US Secretary of
State Henry Kissinger on the heads of
UNEP and UNCTAD, though Kissinger
did not decline to attend the UNCTAD
IV conference two years later in Nairobi,
the home of UNEP.

In the next few years, Corea lent his
name and gave advice to initiatives fol-
lowing up on Founex, Stockholm and
Cocoyoc: the 1975 Dag Hammarskjold
Foundation project entitled “What Now?
Another Development” and the Interna-
tional Foundation for Development Al-
ternatives, set up in 1976 in Nyon, both
directed by Marc Nerfin, who was
Strong’s chef de cabinet in the Stockholm
secretariat – and Zammit Cutajar’s boss.
Strong was involved in both initiatives
and Jan Pronk, as the Netherlands’ Min-
ister of Development Cooperation, was
one of their main supporters.

Zammit Cutajar also spoke of
Corea’s role in the South Centre, where
he had chaired a working group on “The
South and UNCED”, convened by
Nyerere to remedy the disarray in the
negotiating positions of the G77. The
group, including Khor and Raghavan,
proposed “a comprehensive negotiating
strategy for the South” towards UNCED
and the parallel negotiations on biologi-
cal diversity and climate change.

The vision and strategic objectives
outlined by the group included ensur-
ing adequate “environmental space” for
the future development of developing
countries; obtaining on the right terms
the resources, technology and access to
markets required for development; and
the bold and complementary vision on
climate change, encompassing long-term
convergence of per capita emissions of
greenhouse gases and international trade
in emission rights.

The discussion in this working
group, Zammit Cutajar added, led to the
later formulation by the G77 of its posi-
tion on “common but differentiated re-
sponsibilities” that was incorporated in
the Rio Declaration.
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In his remarks, Jan Pronk, former
Dutch minister and former Deputy Sec-
retary-General of UNCTAD (during
Corea’s tenure there), spoke of Corea’s
contribution in terms of the “develop-
ment consensus”.

Corea, Pronk said, coined this con-
cept, a new phrase but not a new ap-
proach to Corea himself, who had been
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involved at the UN in development is-
sues as a member of the UN Committee
for Development Planning and in the
formulation of the strategies for the UN
Development Decades.

In 1985, Pronk added, Corea de-
scribed the need for such a consensus as
follows: “The motivating factors now are
not only the political need to respond to
the problems of newly-emerging nations
or the humanitarian compulsion to alle-
viate poverty and reduce the widening
gap between rich and poor countries.
There is now also the need for a frame-
work of international economic relations
which provides for the maximum utili-
zation of mutually reinforcing and inter-
acting forces for growth and prosperity
throughout the world economy ... The
underlying theme for systems adapta-
tion must be the incorporation of a ‘de-
velopment consensus’ comparable to the
‘full employment consensus’ which was
written into the post-war systems. This
is not, by any means, a sectional interest
of the developing countries. It is an im-
perative for the world economy and
hence for the developed countries as
well.”

In the 1970s, developing countries,
having become frustrated by the lack of
results of previous international strate-
gies, had demanded a new order, lead-
ing to the adoption by the UN General
Assembly of the New International Eco-
nomic Order (NIEO) Declaration and
Programme of Action.

Then US Secretary of State Kissinger
took a confrontational position, declar-
ing, “We do not need a new international
economic order, because the present or-
der, based on open trade, free movement
of capital and technology and freely dis-
posable raw materials and natural re-
sources, has served us well.”

This was the very period when
Corea had chaired the UN Committee for
Development Planning, as a successor of
Jan Tinbergen, and taken over the helm
of UNCTAD. The confrontation between
the North and the South at that time had
not been overcome, despite the adoption
of the NIEO Declaration and Programme
of Action. The implementation of the
action programme would require ongo-
ing negotiations on the basis of a specific
agenda, which itself had to be agreed in
advance.

“This is what Gamani accom-
plished,” Pronk said. Negotiations about
money, finance and trade would be es-
sential in order to make progress to-
wards systematic change, but the Bretton
Woods organizations and GATT kept

aloof. UNCTAD was the only forum
which adopted an agenda towards the
implementation of an NIEO.

This happened at UNCTAD IV in
Nairobi, and later at UNCTAD V in Ma-
nila and UNCTAD VI in Belgrade. For a
period of about 10 years intense nego-
tiations took place on all chapters, step
by step. Corea saw the Integrated
Programme for Commodities not only as
valid per se, but as a first step in a com-
prehensive attack on prevailing struc-
tural inequalities and instabilities in the
system, to be followed by many others.

By choosing this approach as an in-
ternational civil servant, Corea showed
courage, demonstrating impartiality in
his contacts with governments but tell-
ing them that he could not be neutral
about underdevelopment: “a scourge to
be eradicated and there has to be a total
commitment to [its] eradication”.

He asked the North to see the NIEO
“not as a one-way street, not as involv-
ing any loss and transfer of the gains
achieved ... but rather as a new set of re-
lations without which the global
economy itself can hardly survive or
function smoothly in the future”.

At the same time, he told the South
that “agreements to introduce changes
in the prevailing order of things do not
come about easily; they do not come
about only by convening meetings and
launching negotiations. They depend on
the climate and attitude of the times, on
the study and analysis of problems, the
mobilization of opinion and the recon-
ciliation of interests”.
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Corea had presented the need for an
NIEO not in terms of a conflict of inter-
ests but as a common interest, and from
1980 onwards, he tried to address the
stalemate in North-South negotiations by
referring to the interdependence be-
tween nations. This meant a digression
both in philosophical terms – away from
Prebisch’s centre-periphery dependencia
model – and politically, from polariza-
tion towards consensus. However, in the
mid-1980s, negotiations came to a com-
plete standstill.

In Pronk’s view, the approach failed
in the end, not due to a deficient analy-
sis of international economic structures
but rather a political failure, due to short-
sighted perceptions on both sides of the
North-South divide. In the end, the con-
cept of interdependence was only paid
lip service to by all.

Now 30 years later, Pronk said, the

world has changed tremendously. While
the Cold War has ended, a new confron-
tation between East and West is emerg-
ing, which will also affect the South. Glo-
balization has entered a new phase.
Within many countries, domestic con-
flicts have escalated into violence, with
consequences across frontiers, endanger-
ing other countries. Environmental set-
backs and climate change are threaten-
ing the welfare of future generations.
New tensions between states are emerg-
ing, in the Middle East, in Asia as well
as in Europe.

“Gamani Corea foresaw that an in-
ternational development consensus is
crucial if we want to run the system,
rather than that the system is running
us,” Pronk said.

During the 1970s and 1980s, negoti-
ating parties could perhaps yet be ex-
cused for not following a rationale of
consensus and common interests as put
forward by Corea and Willy Brandt.
However, presently there is no excuse
whatsoever anymore. The threats to
world economic and political stability
have become even bigger than they were
30 years ago.

“Rational intellectual analysis of
what is going on in the world compels
us to conclude that there is no alterna-
tive than aiming at a consensus in the
common interests of mankind. If not, the
chances that ‘there could be serious po-
litical and social destabilization with glo-
bal repercussions’ would be even greater
than at the time when Gamani Corea is-
sued his warning,” Pronk said.

If Corea were alive, Pronk added, he
would consider today’s investment pro-
tection treaties and the Transatlantic and
Pacific Trade and Investment Partner-
ships as a deviation from a world devel-
opment consensus.

The pluralistic dualism of the
world’s economy – both between and
within countries – calls for renewed ef-
forts to define Corea’s world develop-
ment consensus, a consensus that in the
21st century, people’s interests will no
longer be served by governments con-
fining their efforts to better market con-
ditions, a consensus that will be more
difficult than 30 years ago, but one ur-
gently needed to avoid the dangers of
further “political and social destabiliza-
tion with global repercussions” as fore-
seen by Corea.

Michael Sakbani earlier spoke at the
tribute seminar of Corea’s pioneering
work in UNCTAD on commodity policy
and in promoting programmes for Eco-
nomic Cooperation among Developing
Countries. (SUNS7774)  ������������������������
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In February and March the International
Monetary Fund (IMF) published two pa-
pers on inequality, addressing its impact
upon growth and the implications for
government spending. The papers gen-
erated international debate and led to
suggestions that the IMF is changing its
longstanding approach to macroeco-
nomics, rejecting cuts to public spend-
ing with which it has long been associ-
ated. However, the Fund has not exam-
ined its own policies’ role in creating in-
equality, nor has it sought to explore
changes to the conditionalities it cur-
rently imposes on borrowing countries.

In a widely reported February
speech, IMF managing director Christine
Lagarde argued that “rising inequality
and economic exclusion can have perni-
cious effects”, adding that policy can no
longer “look simply at economic
growth” and must instead “ask if this
growth is inclusive”. Media reports and
NGO statements celebrating this stance
appear to be contradicted by the IMF re-
ports’ small print, which indicated that
little will change with the Fund’s poli-
cies.
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A February IMF staff discussion
note (SDN) found that advanced econo-
mies reduced inequality by roughly one-
third between 1960 and 2010 by combin-
ing social transfers with redistributive
taxes. The paper found that lower net
inequality is “robustly correlated with
faster and more durable growth” and
that income redistribution appears “gen-
erally benign” in terms of its impact on
growth. The authors consistently high-
lighted that in “extreme” cases it “may”
have “negative effects on growth”. Re-
distribution has been discouraged in the
past by the IMF due to the belief that it
would impede growth.

The SDN recommended four con-
siderations in ensuring redistribution
could be efficient and effective. These
were to ensure redistribution is consis-
tent with macroeconomic stability objec-
tives; that taxes and expenditure policies
be evaluated jointly; that policy design

balances redistribution and efficiency;
and that all policies take into account
administrative capacity. It found that
“effects of redistribution … are on aver-
age pro-growth”.

IMF conditionalities on borrower
countries, requiring policies which exac-
erbated inequality and disproportion-
ately harmed poorer and lower-income
groups, were historically justified as
growth-friendly. The paper acknowl-
edges, without referencing the IMF’s
role, that this stance is not valid based
on its results and review of the prevail-
ing literature, concluding that “we
should be careful not to assume that
there is a big trade-off between redistri-
bution and growth. The best available
macroeconomic data do not support that
conclusion.” The authors find that “evi-
dence for the growth-destroying effects
of … redistribution” is “surprisingly
little”. Nevertheless, they are “mindful
about over-interpreting these results,
especially for policy purposes”.

Aldo Caliari, of US-based NGO Cen-
ter of Concern, pointed out in a Febru-
ary blog post that the Fund’s paper was
little more than an “instrumental” case
for reducing income inequality, justify-
ing redistribution only in terms of what
is beneficial for growth and develop-
ment. He noted that though leaders as
diverse as US President Barack Obama,
Lagarde and the Pope seem to be “in
agreement about the problem”, they still
need to “throw their weight behind the
solutions”.

International NGO Oxfam con-
cluded in a January study that inequal-
ity also poses social and political risks,
arguing that “institutions become under-
mined and governments overwhelm-
ingly serve the interests of economic
elites to the detriment of ordinary
people”, such that inequality “erodes the
social contract between citizens and the
state”.

����������������������
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The IMF has made no indication that
this paper will change its policies. The

Fund’s first deputy managing director
David Lipton commented in a March
IMF Survey article that for redistribution,
“[policy] design matters”, otherwise it
can be “pushed too far” and is
“distortive”.

The SDN’s caveats were deemed ir-
relevant by some World Bank staff. A
March blog post (one of several similar
Bank blogs) by Jean-Pierre Chauffour,
lead Bank country economist for Mo-
rocco and former IMF staffer, questioned
whether the IMF paper’s view on tack-
ling inequality would be “smart econom-
ics”. He suggested that the paper con-
fused the causality of growth as being
driven by reduced inequality, suggest-
ing that growth leads to less inequality,
making redistributive policies a “pale
palliative”. Hence policies which directly
address inequality should be avoided,
despite the SDN’s review of the overall
evidence. Chauffour dismissed this and
the extensive literature it documents,
arguing that “for the World Bank, the
lesson would be that accelerated eco-
nomic growth – not redistribution” – re-
mains the best way to “eliminate extreme
poverty” and boost “shared prosperity”.
Chauffour takes a swipe at the paper’s
“methodological shortcuts”, speculating
that debt-financed redistribution caused
the global slowdown in growth and
warning that this paper’s conclusions
should not “derail … sustained acceler-
ated economic growth” policies.

“Bringing redistribution to the IMF
discourse is welcome,” commented
Isabel Ortiz, of the International Labour
Organization, “however it needs to be
translated into policy advice; currently
there is a disconnect between the IMF’s
progressive research pieces in headquar-
ters and operations and surveillance in
countries. Tackling inequalities through
inclusive policies, from progressive taxa-
tion to social protection floors, is at the
core of the United Nations development
agenda, now also evidenced by IMF re-
search, therefore IMF country policy ad-
vice should not remain ‘business as
usual’.”

It appears doubtful that IMF policy
advice will change as a result. Speaking
to news agency Bloomberg in March,
Nicolas Mombrial of Oxfam argued that
the Fund’s policy paper should trigger a
“long-term change in IMF policy advice
to countries” in favour of investment in
“health and education and more pro-
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gressive fiscal policies”. However, SDN
lead author Jonathan Ostry stated in a
press conference to launch the report that
“I want to draw a line between this ana-
lytical paper and Fund policy advice and
design of programmes … there’s no di-
rect implication for Fund policy advice
or programme design.”

'
��	������(

The February SDN was followed by
a policy paper in March examining the
role of fiscal tools to reduce inequality.
The paper focused on how to better tar-
get social spending and considered al-
ternatives to large cuts in welfare trans-
fers, which have been the primary
mechanisms for fiscal management that
the IMF has advocated in both historic
and current lending programmes.

Lost on most commentators was that
the paper and its findings were pre-
vented from being approved by the
board. A frontpage disclaimer declared
that “the executive directors met in an
informal session, and no decisions were
taken”. This unusual non-approved sta-
tus for a policy paper suggests that ma-
jor member states would not have ap-
proved it for publication. The Fund’s
supposed change of heart favouring re-
distributive policies is therefore even
more questionable.

The policy mix set out by this quasi-
official policy paper rarely deviates from
longstanding Fund positions, such as
championing means-testing, and ignores
the political challenges facing govern-
ments to ensure redistributive policies
are democratically embraced. Though
the Fund generated positive headlines
which implied a significant change of
approach, Peter Bakvis of the Interna-
tional Trade Union Confederation ar-
gued in March that the paper “is very
guarded in its policy proposals” and that
the paper ignored “any underlying
causes of inequality”, including weak-
ened labour market institutions and fi-
nancial deregulation, and “breezily dis-
misses employment protection regula-
tions”. Bakvis concluded that the paper
will “have to do further work if it is to
develop serious and actionable policy
proposals against inequality”.

In a February paper, the Arab NGO
Network for Development examined the
IMF’s policies on subsidy reform in the
Middle East region. They concluded that
rather than seeking to reduce inequality,
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that hangs over the heads of govern-
ments that naturally do not like being
sued by companies in an international
tribunal for millions or billions of dol-
lars.

Thus, Obama’s assurances that there
should be no worries about companies
taking action against governments for
their consumer and environmental poli-
cies ring hollow when many such actions
have already been taken under existing
US FTAs and other treaties.�������������������

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

an economic model based on fiscal con-
solidation and privatization has been
advocated by the Fund in countries as
diverse as Jordan, Tunisia, Morocco,
Egypt and Yemen.

They noted that the IMF’s approach
is based explicitly on familiar policies of
encouraging “private sector-led growth”
and “stringent fiscal austerity measures”
including removing food and energy
subsidies, whose cost would be borne
most by vulnerable groups. Examining
IMF recommendations since 2007, they
found that the IMF has “intensified its
calls for the reduction of food and, in
particular, fuel subsidies” in the region
despite surveys which found that local
populations were “overwhelmingly op-
posed [to] the reduction of food subsi-
dies” and “large majorities favoured …
redistributing funds to the poor and to
public services, namely education and
healthcare services”.

Jihen Chandoul, of Tunisian NGO
l’Observatoire de l’économie, confirmed
that “the IMF’s stand-by agreement with
Tunisia was conditional on compliance
with a harsh package of regressive poli-
cies such as elimination or reduction of
subsidies, wage bill caps, pension and
healthcare reform.”������������������������������

This article is reproduced from the Bretton Woods
Observer (Spring 2014), which is published by the
UK-based Bretton Woods Project.

                        (continued from page 3)
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