STRATEGY SESSION 4:  Compelling International Institutions and Governments to recognize the issue of illegitimate debt and taking action 

ON UN related initiatives – UN FfD and other processes
Briefing Paper and Proposals

By Jostein Hole Kobbeltvedt, Norwegian Church Aid (NCA)

From November 29th to December 2nd 2008 the “Follow-up International Conference on Financing for Development to Review the Implementation of the Monterrey Consensus” will be held in Doha, Quatar
. Financing for Development (FFD) represents an important opportunity for civil society groups to place illegitimate debt on the agenda of the UN and some of its member governments.
The issue has already been raised on several occasions. On March 10th-11th the FFD-secretariat convened a review session on external debt in New York
. Prior to this session an international civil society letter was sent to the UN Secretary General calling for the issue of odious and illegitimate debt to be “noted and affirmed” in Doha. Furthermore, on May 29th-30th UNDP organized a consultation with various stakeholders on debt in New York where one of the key recommendations was that the issue of illegitimate debt needed to be addressed in Doha. The call to take up the issue of illegitimate debt was reiterated in the presentation on External Debt at the June 18 UN FfD Hearing with Civil Society. Finally, the issue is included in a civil society benchmark document reviewing progress on the Monterrey consensus. 
However, while the draft outcome document includes some references to the need for more responsible lending practices and a new debt work out mechanism, there is no reference to odious or illegitimate debt
. 
The FFD process represents an advocacy opportunity in two ways. First, it is an opportunity to campaign for a wording on odious and illegitimate debt in the Doha outcome document. Second, the process itself offers us an opportunity to raise these issues with governments and international institutions. 
While this paper focuses mostly on the FFD-process, it should be noted that there is also some work done on this in the World Bank and the UNCTAD as a follow up of their studies on odious debt. 
Advocacy on the Doha outcome document 
The draft outcome document currently on the table does not include any references to odious or illegitimate debt. However, it does emphasize that debt service for several low- and middle income countries remain too high, it recognizes that the current mechanisms associated with the Paris Club does not provide a just treatment of creditor and debtor countries, and it expresses concern about increasing vulture fund litigation. It goes on to call for enhanced mechanisms for debt crisis prevention and resolution based on certain key principles: 
“These include the need to ensure that debt resolution is a joint responsibility of all debtors and creditors; to recognize that furthering development is the ultimate objective of debt resolution and that debt relief should not detract from ODA; to strengthen 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”. 
The draft outcome document also makes some references to the need for the establishment of a new debt work out mechanism:

“We acknowledge the need to address all relevant issues regarding external 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 mechanisms, and the possibility of crafting more permanent debt mediation or arbitration mechanisms”. 
Although the draft outcome document is far from what campaigners would like to see from the FFD, the most likely scenario is that it will be further watered down, rather than expanded and strengthened, in the negotiations leading up to Doha. For this reason we need to make sure that references to “responsible lending practices” and “a sovereign debt work-out mechanism” are not removed from the document. While imperfect, they do represent some recognition by the international community of the demands put forward by civil society over the last years. 
Adding new language to this document is, realistically, a tall order. However, if we were to be able to have some wording on odious and illegitimate debt included in the text it would be a significant victory in the sense that it could encourage and allow both debtor and creditor governments to take further initiatives, unilaterally, bilaterally or multilaterally, on this issue. However, as there is, at least from most governments’ point of view, no agreed definitions on odious and illegitimate debt, it could easily be used as a formal reason to reject such a proposal. For this reason, we should be very satisfied if we were able to get a some vague wording, for example by having the UN and member states note and affirm the need for more work to be done on the issue of odious and illegitimate debt. 
Norway is currently the only country willing to raise the issue of illegitimate debt in these negotiations. Responding to civil society pressure in Norway, Erik Solheim, Minister for Environment and Development, have said that he would like to use the FFD process to work for a debt work out make mechanism within the auspices of the UN that could, among others, assess and address the issue of “unjust debts”. While this is a promising step, Norway’s role as a co-chair of the FFD-process implies that it is difficult to put forward any strong recommendations on its own. Hence, the need for pressure on other countries will be crucial. 
Building coalitions of the “not-so unwilling”

While Norway and Ecuador remains the only governments so far willing to publically recognize the need to assess and address the issue of odious and illegitimate debt, any further progress will depend on mobilizing support from other countries. While a global recognition of odious and illegitimate debt might only be realized in a long-term perspective, a coalition of 5-10 sympathetic creditor and debtor governments could in the short to medium-term help set some important precedents that might prove be difficult for other countries to ignore. 
The FFD-process represents an opportunity to gather support among some governments, both in order to get language on odious and illegitimate debt into the Doha outcome document, but also in order to follow up on this afterwards. Even if we do not succeed in getting such language, the process itself is an opportunity to build alliances beyond Doha. 
In October 2007 the EURODAD annual conference in Oslo, Norway called upon the Norwegian and Ecuadorian governments to work for the establishment of an international task force on illegitimate debt, responsible finance and fair debt work out mechanism
. While such a group could help build an alliance of countries recognizing the need to address the issue odious and illegitimate debt, it might not be that unrealistic as joining the group would not imply any policy commitment as such, thus making it more attractive for governments to support the initiative.  A similar group has already been established alongside the FFD-process on “illicit capital flows”. It is also important to note that while a language on illegitimate debt in the Doha outcome document would be helpful, the establishment of an international task force does not depend solely on the outcome of the FFD-process. 
While the Norwegian government was initially hesitant about supporting the proposal, the Minister for Environment and Development has now said Norway is working for the establishment of such a task force. However, the government also admits that they believe it will be challenging to mobilize support from other countries if their diplomatic efforts are not combined with strong civil society pressure towards the respective governments. 
Although few governments have expressed any interest in this so far, there are some significant developments to build on. Looking beyond Ecuador and Norway, there has been expressed interest in the issue from governments such as the ones in Bolivia and Paraguay. While withstanding from using the word illegitimate, the Liberian government has been quite vocal in describing the unjust nature of the debts inherited from Samuel Doe and Charles Taylor. Furthermore, at a parliamentary level there is some interest in the issue in Germany, to some extent, in the UK and also in some other European countries. Meanwhile, in the US the Congress, and subsequently the Senate, recently passed the Jubilee Act with references to responsible finance and odious debt. It is also significant to note that Barack Obama has taken a stance on illegitimate debt. Finally, there is an increasing international recognition of the need to develop more responsible lending practices and address vulture fund litigation. 
If we are able to put pressure on these, and some other governments, there is a huge potential for us to push this forward. In these efforts it is important to simultaneously be able to push for unilateral and multilateral initiatives, being able to combine advocacy towards the UN with building political alliances among some strategically important individual governments.
Proposal for strategy discussion at the International Study and Strategy Meeting on Illegitimate Debt in Quito, Ecuador:
- Identify governments and processes in countries that can be advocacy targets on odious and illegitimate debt.
- Develop a time schedule where the coming FFD consultations and negotiations are taken into account. 
- Develop an advocacy message that could be communicated in civil society letters, campaigns and meetings with the potentially sympathetic governments, parliaments, ministries etc. 
- The message could include calling for support for a wording on illegitimate debt in the Doha outcome document and asking the government to support initiatives to establish an international task force on illegitimate debt, responsible finance and fair debt work out mechanism. 
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