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Headlines

On February 28-March 1, President Chirac of France convened a Ministeriad Conference
on Innovative Financing for Development, attended by gpproximately 600 people,
including representatives of 93 states, 3 heads of state, more than 70 ministers, the UN
Secretary-Generd and representatives of many multilateral organizations and NGOs.

TheParisMinisterial Conference wasin several ways quite aremarkable event.
The crossrepresentation of themes and of ministries, the high-level and diver sity of
representation, the extensive participation of non-gover nmental personal all added
toitsinterest and to the openness of debate.

The Conference recognized that :

- Globalization is polarizing. ODA is not adequate. Asthe German Development
Minigter told the Conference “Globd tasks demand globd financing. If we areto
achieve the Millennium Development God's, we have no option but to introduce
innovative financing indruments.”

- “Springtime” for the innovative financing discussion. From President Chirac
through the event, discussion of globd “taxes’ and other development financing
initigtives, long margindized by US pressure and the disdain of some dlites, has
become acceptable.

The Conference also celebrated several concrete stepsforward in the sear ch for
additional and innovative fundsto be directed particularly to health needsand
gpecifically to HIV/AIDS.

- The Anglo-French exchange. UK and French governments made afinancid desl
in which the UK contributes to the French airline levy and France contributes to
the IFF initiative.

- International solidarity levy on airline tickets. The intention expressed by Brazil,
Chile, Congo, Cyprus, Ivory Coast, France, Jordan, Luxemburg, Madagascar,
Mauritius, Nicaragua and Norway to implement the internationd air-ticket
solidarity contribution was welcomed. Other countries are set to follow suit.



France will gpply the air-ticket contribution on 1 July, 2006. Chilewill levy a
solidarity contribution of $2 on dl internationd flights from 2006. The French
edimate an initial revenue of E 200 million ayear, collected through the airlines.

- TheInternational Drug Purchase Facility. * (IDPF) This French-Brazilian
Chilean proposa isto set up anew agency which would bargain for mass
purchase of essentia medicines for HIV/AIDS and guarantee sustained supply.

- An ongoing menu of possible initiatives. The Conference provided the opportunity
for amix of ministerid, expert and NGO discussion of the IFF and IFFM,
migrants remittances and development, taxation of financia transactions, such as
the Currency Transactions Tax and the combat of tax evasion, PPP and loca and
charity initiatives.

- The conference brought together AIDS, finance/debt/tax and devel opment NGOs
in a synergy of agendas and objectives.

The Conference agreed on continued work, including:
- toset up a“Leading Group” on Solidarity Leviesto fund development of more
than 30 countries
- to convenein 2007 a Forum on Innovative Financing for Development sources.

Canada (and the United States) were largely invisible at the Conference, being
represented by officials from their respective embassies.

A preparatory one-day conference for NGOs, social or ganizations and movements
was or ganized by Coordination Sud, in Parison February 27".

A full report with supporting documents can be secured from jfoster @nsi-ins.ca
This report has been prepared for the Canadian Council for International Cooperation and
for circulation to the North- South Ingtitute, the Hdifax Initiative and the Global

Treatment Action Group. The author wishes to thank the CCIC for nomination to attend
the Paris Ministerial Conference.

Reéevant Conference documents and reportsin French and English can befound at
the website of the Embassy of France in Canada www.ambafrance-ca.org, under
News, French Current Affairs, Air-ticket solidarity levy

(*) John W. Foster, Principal Researcher with The North-South Institute, represented the Canadian Council
for International Cooperation at the Ministerial Conference and preparatory NGO event.

! Joint French-Brazilian-Chilean Concept paper on an International Drug Purchase Facility — IDPF.
Conference paper, February 28, 2006




Full Report

This report has been prepared for the Canadian Council for International Cooperation and
for circulation to the North- South Indtitute, the Hdifax Initiative and the Globd

Treatment Action Group. The author wishes to thank the CCIC for nomingtion to atend
the Paris Ministerial Conference.

This document includes,
Headlines: a brief summary report

areport on the Minigteria Conference with author’'s comments

areport on the preparatory NGO, Socia and Citizen Movements Mesting, with
NGO gtatements

UK - France communigueé on Innovative Financing Mechanisms, February 28,
2006

Norway Supports the French Initiative, February 28, 2006

Excerpts from Statement by Mr. Jose Antonio Ocampo, Under- Secretary Generd
for Economic Affairs, February 28, 2006

Statement by Heidemarie Wieczorek-Zeul, Federa Minigter for Economic
Cooperation and Development, Germany, February 28, 2006

European Parliament, Joint Motion for a Resolution, February 14, 2006
Brief atidein Embassy by John W. Foster

Sony Kapoor, On Introducing Financial Transaction Taxes and Tackling Capital
Flight (Transcript of workshop address)

The author has hard copies of anumber of conference documents in English and French,
including statements regarding rationale, revenue and background on the airlineslevy and
proposed drug purchase facility.  Jfoster @ns-ins.ca

Introduction

The Conference «followsthe World Leaders Meeting for Action againgt Hunger and
Poverty organised by the United Nations at the initiative of Brazilian President
Luizinacio Lulada Silvain September 2004 and the subsequent signing of the




Declaraion on Innovative Sources of Financing for Development by 79 countriesin
September 2005. »?

The President and the Secretary-General. February 28, 2006 Elysee Palace, Paris.

Official representation

93 dates were represented. The event was chaired the President of the French Republic,
Mr Jacques Chirac, with Mr Denis Sassou Ngesso, President of the Congo Republic,
Chairman of the African Union, Mr Toumani Toure, President of the Republic of Mdli,

Mr Kofi Annan, Secretary Generd of the Organisation of United Nations, and Mrs Graca
Machd in attendance. There were, in addition to governmenta representatives, a
sgnificant representation of internationa agencies, including WHO, UNAIDS, the

Global Fund, the World Bank and IMF. There were so more than 70 Ministers and
scores of NGOs from devel opment assistance, HIV/AIDS and health and debt-finance
and taxation focused organizations.

Programme and leader ship

The Conference opened in the golden balroom of the Elysee Pdace, with President
Chirac providing the opening address, followed by areception. The remainder of the
Conference took place in the Conference Centre of the Foreign Ministry, located just
south of the Place de |’ Etoile.

Following the opening session and reception with the French President, the first pane! ---
on innovative development finandng -- was introduced by Brazilian Foreign Minigter,
Cedlso Amorim. In addition to a representative of the French Economy, Finance and
Industry Minigter, UK Chancellor Gordon Brown, German Development Minister
HeideMarie Wieczorek-Zeul, Chinese Deputy Finance Minigter, Yong Li, FAO Director-
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Generd, Jacques Diouf, and Geoff Lamb, Deputy President of the World Bank took part.
Henri Rouille d' Orfeuil, of Coordination Sud was the NGO spokesperson. A bevy of
gpeskers followed in the debate, including Erik Solheim, the Norwegian Minister for
Development Cooperation, and former French Prime Minister Michel Rocard. Vore
Gama Seck, President of CONGAD (Senegal) spoke for the NGOs

The second panel — Innovative Financing for Public Hedth — was chaired by French
Foreilgn Minigter, Philippe Douste-Blazy, and included Ignacio Waker, Chilean Foreign
Minigter, Jonas Gahr Store, Norwegian Foreign Minister, Anand Sharma, Minister of
State for Foreign Affairs of India, Benjamin Radavidson, Minister for Economy, Finance
and Budget, Madagascar, Jong Wook Lee, Director-General of WHO, Peter Piot,
Executive Director of UNAIDS and Richard Feacham, Executive Director for the Global
Fund. Marie-Josee Mbuzenakambwe, of ANSS in Burundi spoke for NGOs.

The second day of the Conference included four workshops, each with amixture of
NGO, academic, diplomatic and politica resource people including such figures as Ruth
Jacoby, Director-Genera for Development Cooperation, Ministry of Foreign Affairs of
Sweden, Paul Zeitz, Executive Director of the Globa AIDS Alliance, Norman Cadera
Cardend, Minigter of Foreign Affairs of Nicaragua, Sony Kapoor of Stamp Out Poverty,
Avinish Persaud of Intdligence Capitd Ltd., Luis PereiraDa Silva, Internationd Affairs
Secretary, Minigtry of Finance, Brazil, Bruno Gurtner, South Alliance, Switzerland and
Prof. Lieven Denys, Belgium. (See note on Workshop 3, below)

The Chirac speech

President Chirac’ s speech began by restating the growing gap between rich and poor,
noting that “ at the rate things are going today, globdization, far from bridging thisgap, is
widening it even further.” The imbaances are both immora and serioudy thresten peace
and gability.

He paid tribute to Kofi Annan and the Millennium + 5 Summit, to Presdent Lulaand
others. Aid pledged at the UN and Gleneagles “will not suffice given the scale of what is
needed.” Aid must reach $200 billion ayear by 2015. ODA isnot enough and it is
unpredictable.

“The solution”, Chirac dedares, “liesin new financing mechenisms that mobilize part of
the benefits of globdization....\We are going to use the most advanced techniques of our
modern economy in the interests of the poorest”

Springtimefor innovative financing

Emphasizing the need for widespread action, President Chirac underlined the changein
amosphere regarding innovative financing. The change is exceptiond “in how quickly

the proposals put forward by the Group chaired by Mr. Jean-Pierre Landau became an
important part of the debate. The proposals were considered unredistic a short time ago.
They were even taboo in certain internationa organizations. Now they are discussed in
al the mgor internationa forums, a the G8 meetings, in the United Nations, in the
Bretton Woods indtitutions, and within the European Union and the African Union. |



commend the progress that has been made over the last two years through a series of
decisive meetingsin Genevaand New York in 2004 and in New Y ork in September,
2005.

We must make this movement irreversible. The time has come to take a new step, to
move forward in implementing concrete projects’

The Presdentia emphasis continued through the sessons of the Conference and was
restated in the chair’ s concluding summary of results:

“Theidea of innovative financing for development is now an issue on the agenda of al
mgor internationa forums and its principle has gained broad support on the part of the
international community. Substantive technical work has provided solid bases for action,
as shown by the Report of the Technica Group on Innovative Financing Mechanism
presented in New Y ork in September 2004 » 3

NGOswere not donein pressng that the initiative on the airlines levy only be a
milestone on the road to something more universd, in particular the CTT and other levies
on financia markets.

UN Under- Secretary-Genera Jose Antonio Ocampo stated “ | urge you to keep the
pace in exploring other innovative mechanisms, complementary to those being
implemented, which could aso increase and supplement traditional sources of
financing. And we need to remember the two overarching concerns here: to help
governments reach their development godss, including the MDGs by 2015; and to help
fill apotentia financing gap after 2015, which could jeopardize advances made up to
that point.”

The anglo-french “deal”

UK Chancellor Gordon Brown came to address the Conference which added substance
and ajoint UK - France communiqué regarding the levy and the IFF was issued, one of the
“events’ of the Conference.

Noting that France and the UK have “now been working hand in hand for over two years
in order to put forward the issue of innovative financing mechanisms on the internationa
agenda and convince as many countries as possble to support these mechanisms’. The
communiqueé states that they will move together:

* France will contribute to the IFFIm (the IFF for Immunization) for an average of $100
million ayear during 20 years.

* The UK will sign up to the Leading Group on solidarity levies. The UK is committed to
the achievement of the objectives set a Gleneagles regarding the fight againgt the three
pandemics, in particular universal accessto drugs againgt HIV/AIDS by 2010 and is
committed to spend £1.5 hillion on HIV/AIDS over the next three years, including for the
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purchase of drugs. It expects at least thislevel of spending to continue over the long-
term.

* The UK recognises the importance of long-term predictable finance on a sgnificant
scae to meet the challenge of the purchase of drugs, supports the International Drug
Purchase Facility (IDPF), agrees to work with France on the details as a co-sponsor of the
initiative and is prepared to make along-term financid contribution.

* The UK will aso hypothecate part of the revenue from its existing Air Passenger Duty
to provide along-term stream of finance to the IFFIm and the | FF.

* France and the UK will jointly establish aworking group to consder the
implementation of an |FF going to health and education and funded by an air ticket levy
aswell as by other revenues from the Landau report. This working group should report
back in advance of the September IMF/WB meetings. France and the UK will use thelr
best efforts to persuade others to join this group. “*

This exchange reinforces both the IFFM, and the airlines levy diplomaticdly, dthough
whether it represents sgnificant additionality remainsin question. Peter Wahl of Weed
(Germany) comments that in the competition between the |FF and the levy asinnovative
proposals, the recognition of the levy represents avictory for France and removes the
main comparétive advantage of the IFF, that is front-loading of funds, while avoiding the
negatives associated with capital- market financed devel opment.®

ThelPDF®
While stating that recent developments have seen greeter transparency in prices, lower
cogsfor firg-line ARV, srengthened nationa procurement systems, significant
progress in ensuring qudity of drugs (WHO pre-quaification process), important
limitations remain:
- Globa market structured around developed country market demand
Prices, for lab monitoring tools, diagnogtic kits, tests and particularly for second-
line ARV's (10- 20 times more expensve then first line), too high.
Drugs and regimens insufficiently adapted to specific needs, pediatrics, fixed dose
combinations, etc.
Insufficient availability of active principle ingredients
Insufficient resources

In thislight, a mechanism aimed at facilitating access to drugs of qudlity at affordable
pricesis needed, an International Drug Purchase Fecility (IDPF) is proposed:
- To expand available resources and ensureit is based on recurrent and sustainable
income.
- To make demand secure and solvent over the medium term

4 UK/France communiqué on innovative financing mechanisms, 28 February, 2006.

5 peter Wahl, Results of the conference “ Innovative I nstruments for Financing Development” Paris 28"
February/1® March 2006. WEED, accessed 3/4/2006

6 Based on the Joint French-Brazilian-Chilean Concept paper on an International Drug Purchase Facility
— IDPF. Conference paper, February 28, 2006



- To pursue apro-active policy to reduce prices and diversfy available products,
including second-line ARVs or ACTsfor the trestment of maaria, attracting new
suppliers

- To ensurethe qudity of drugs and diagnogtic kits.

The IDPF should not replace existing bodies, should be guided by principles of equity
and solidarity — “equity of accessto drugs and diagnostic kits and solidarity for the most
vulnerable and needy populations’. The budget of the IPDF would come from funds
collected through the airline levy and other mechanisms, paid into atrust fund managed
by amultilateral organization approved by al donors. Developing countries could use
the IDPF, drugs would be pre-qualified under Globa Fund Board standards.

The IDPF would guarantee:
- For beneficiary countries —uninterrupted supply of pre-qudified products at
reduced prices; assistance in procurement and supply management
- For suppliers—improved demand forecasting for production, guaranteed funding
orders, assstance in defining needs for improved formulations.

The IDPF could invite tenders, negotiate competitive prices and or group purchases.
(The PAHO Strategic Fund isamode!).

The IDPF would seek to combet interruptions in supply by devoting part of its budget to
establishing and managing buffer ocks.

The governance of the IDPF will be developed after consultation with “dl interested
parties, including civil society”. 1t should be adminigtered by asmadl board involving
funding and beneficiary countries, “to which representatives of al revant stakeholders
could be associated.” 1t would be based on an dready existing ingitution and as
streamlined as possible. Some functions might be sub-contracted.

There are many ambiguities as yet about the IDPF, including potentid conflicts with the
WTO, the opposition of many NGOs to management by the World Bank, differing
nationd interests related to the stage of development of domestic production. At the
same time as Peter Wahl of Weed (Germany) notes “the tax receipts could contribute to
solve two problems at once: diseases could be fought and the competitiveness of infant
pharmaceutica industries in developing countries would be strengthened.”

Contextual issuesand limitations

In addition to the focus on the levy and the IDPF, the Conference, according to the
Chair's summary of results noted that while innovative sources were particularly well-
adapted to financing hedth-related development programmes, “this is not the only sector
in which they can be applied. They stressed that the fight against HIV/AIDS,

tuberculosis and malaria must be carried out via the strengthening of developing

countries hedlth systems. Nationd authorities with the help of cooperation agencies
must take strong and sustainable action to thisend. However, more efforts must be made



a an internationa level to improve access to low-cogt drugsif the god of universd
accessto HIV/AIDS treatments is to be achieved by 2010.

Brazilian Foreign Minister, Celso Amorim. February 28, 2006. Paris.

TheWorkshops. 3. Taxation of financial transactions and combating tax evasions.
| was not able to stay for the workshops on the second day, however having spoken to
severd participants in this workshop, it appears it was adynamic one. The workshop
attracted a number of minigters from Africaamong other regions. It was convened by Ms
Teresa Ter-Minassan, Director, Fisca Affairs Department, IMF. She opened the
workshop with an extengve attack on the concept, feasibility and practicdlity of the CTT,
according to participants. Here attack stimulated other participantsto lay effective
groundwork for the practicaity, feasbility and gppropriateness of the CTT. The
International Affairs Secretary of the Ministry of Finance of Brazil, Mr. Luis PereraDa
Silva, indicated that national taxes were dready in operation. Sony Kapoor of Stamp Out
Poverty intervened on the importance of taxing capitad markets. Avinash Persaud of
Intelligence Capitd Ltd., the originators of the Sterling Solution proposal was aso strong
in defense. The argument was made that the centralized system in which banks currently
transact exchanges was such that to leave would be more costly than the impact of a

amdl % agetax.

Future events

The Minigteria Conference Chair’ sfina report indicates. « Participants would like
innovative financing for development to remain on the agenda of the United Nations and
other mgor international forums and will take an active part in future discussons on this
issue. They agreed to meet again in 2007 at a“Forum on Innovative Financing for
Development sources’ to build on the momentum created in New Y ork in September
2004, renewed in September 2005 and continued during this conference.

Paticipants have welcomed the creation of the Leading Group on Solidarity Levies to
fund devdopment which includes the following countries Algeria / Audria / Bdgium /
Benin / Burundi / Brazil / Cambodia / Cameroon / Cape Verde / Chile / Congo / Cyprus /






