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s On the evening of 16 November, the Parlia-

ment Building was lit up with the colours of 
the tricolour. It was a beautiful and impor-
tant sign of solidarity with the victims of the 
Paris terror attacks. But also a monument 
to selective perception. What if the Federal 
Council and Parliament also showed solidar-
ity even once with victims beyond our neigh-
bouring European countries ? the Parliament 
Building illuminated with the colours of the 

flag of Mali or Lebanon ? Or that of tuvalu, where climate change is al-
ready having disastrous consequences.

One indicator of Switzerland’s attitude towards the less fortunate 
of this world is the level of its official development assistance. For a cou-
ple of weeks now, information has been posted on the Department of 
Foreign Affairs ( DFA ) website to the effect that the 0.5 per cent GNI tar-
get set by the Parliament was reached in 2014 – and that the figure was 
even 0.51 per cent. Yet this is no cause for celebration. Even the DFA pre-
ferred to remain silent about this per se good performance, deciding not 
to issue a press release.

the fact is that a considerable portion of Swiss development 
spending is really phantom aid. In 2014, some 17 per cent of the expend-
iture that Switzerland imputes to bilateral public development assis-
tance went towards helping asylum seekers in the country. In other do-
nor countries, the share of the development budget that is spent on 
asylum seekers in the country averages 4 to 5 per cent. If asylum spend-
ing, which is as good as no help to developing countries, is left out of 
the calculation, Switzerland’s official development assistance for 2014 
would be just 0.44 per cent of national income.

there is also a second reason for the DFA’s silence : Switzerland’s 
development spending under the 2016 budget and the 2017 – 19 Stabili-
zation Programme is already undergoing yet another massive cut. Over 
the next few years it should amount to a mere 0.47 per cent of GNI, in-
cluding support for asylum seekers. Not only does this run counter to 
the decision taken by the Parliament in 2008 that Switzerland must 
reach a development aid quota of 0.5 per cent of GNI, but also to Swit-
zerland’s long-term interest in a stable and peaceful world order. there 
is still the faint hope that the newly elected Parliament will stand by the 
0.5 per cent mandate and oppose the paternalism of the Federal Council.

Admittedly, it will not prove very helpful that Norway, Sweden and 
Finland now plan to allocate a growing portion of their development 
budget to in-country support for asylum seekers in the years ahead. In 
the future, Norway could devote as much as 21 per cent of its develop-
ment aid budget to caring for asylum seekers within its own borders. 
Unlike Switzerland, however, Norway does not allocate just 0.5 per cent 
but over 1 per cent of its national income to official development assis-
tance. Norway, Sweden and Finland could allocate as much as half their 
aid to asylum spending and would still be devoting a much greater share 
of their national income to long-term development cooperation than 
Switzerland at the best of times.

Mark Herkenrath, Director Alliance Sud
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Paris COP21 Climate Conference

Passing the climate buck
Jürg Staudenmann The world has a new Climate Deal. 

However, the countries of the South’s hope 

for a concrete financing roadmap hasn’t materi-

alized. Instead, the industrialized countries 

accuse them of opportunism and self-interest. 

With what right ?

the Paris Agreement repeats the promise made by the wealthy 
countries in 2009 : to strive to provide US$ 100 billion annually 
as of 2020 for climate protection and adaptation measures in 
developing countries. Yet the industrialized countries have suc-
cessfully refused to be tied to a binding roadmap, and pay-
ments into the specially created Green Climate Fund are con-
siderably behind target. At a meeting on the topic convened 
specifically by World Bank and International Monetary Fund 
( IMF ) in Lima in early October 2015, ministers from industrial-
ized countries promised just about US$ 77 billion over a five-
year  period.

Worse yet, instead of negotiating about mechanisms for 
mobilizing additional funds on a “ polluter pays ” basis, the fo-
cus in OECD circles is on new methods for imputing private fi-
nancial flows. In the run-up to Paris, Switzerland and the USA 
jointly put forward a “ transparent methodology ”, a kind of cre-
ative offsetting of financial flows, whereby over US$ 60 billion 

are already being paid per year. In reality, however, only a neg-
ligible portion of that amount has taken the form of hard cash. 
the bulk of these virtual sums comprise already existing pri-
vate investments, repayable loans and even export risk guaran-
tee funds, which never reach the developing countries – let 
alone the poorest population groups most affected by climate 
change.

Small wonder then, that the following COP21 negotiating 
round held in late October 2015 in Bonn witnessed another 
closing of the ranks within the G77 – including heavyweight 
China : the draft text of the Paris agreement, which the indus-
trialized countries had already imagined to be done and dust-
ed, was roundly rejected. this almost led to an uproar.

the refusal to mobilize new and additional funds for cli-
mate financing is also evident from another angle : payments 
made so far by OECD countries have come almost exclusively 
from development aid budgets. No-one is paying attention to 
the fact that in so doing donor countries are shooting them-
selves in the foot in the long term. For playing off poverty re-
duction against climate protection projects does not solve, but 
instead displaces, problems – at best.

the world community can take control of climate change, 
as stipulated in lush words in the Paris Deal, only by investing 
billions worldwide in the transition to climate-friendly tech-
nologies and low-carbon development. the lion’s share of 
these investments will have to be raised through the targeted 
redirection of private investments towards relevant energy and 
other infrastructure projects. If this is to succeed, incentives 
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The area of Peru’s glaciers has shrunk by 22 per cent in the past 30 years.  
Photo : Shepherdess in front of the Hualcan glacier in Huascaran natural reserve.
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will have to be created ( and funded ! ), in other words, it will 
take new and suitable government, market-based and fiscal 
instruments. And this in industrialized as well as in developing 
countries.

In the meantime, the industrialized countries have trans-
ferred much of their carbon-intensive production to less devel-
oped third countries. It is therefore only logical for wealthy 
countries to invest in reduction measures in the countries 
where their goods are being produced and the atmosphere is 
being polluted. It is also in our very own interests to provide fi-
nancial and technological support to emerging and developing 
countries at the same time, as this allows us more breathing 
space in the North in our own process of converting to a car-
bon-free energy system and economy.

Climate change adaptation :  
not a business case unfortunately
the gradual shift to an economy that operates without burn-
ing fossil fuels is not just plausible but, given political will, also 
feasible. the prerequisite is that private investments are chan-
nelled along forward-looking lines by means of suitable fiscal 
and steering mechanisms.

the picture is quite different when it comes to adaptation 
measures urgently needed by those population groups that are 
exposed to the ever more negative impacts of climate change. 
For unlike new energy projects, those measures promise no re-
turn on investment. Which company in Switzerland would in-
vest in avalanche barriers or flood protection dams ? this must 
clearly be funded from the public purse. And what is obvious 
to us applies all the more to developing countries.

What is needed therefore is an attractive business case, if 
we are to hope for private sector participation in adaptation 
measures. By UN estimates, at least another US$ 100-150 bil-
lion will be needed per annum for measures in developing 
countries to protect populations and livelihoods against the 
inexorable consequences of climate change. A new World Bank 
study forecasts that in 15 years’ time, the now incipient climate 
change could produce an additional 100 million cases of pov-
erty – mainly in sub-Saharan Africa and Asia. the World Bank 
anticipates that failed harvests will lead to a 12 per cent food 

price increase in sub-Saharan Africa by 2030. Because poor 
households spend up to 60 per cent of their income on food, 
this could lead to an almost 25 per cent increase in extreme 
malnutrition in some countries. Global warming by 2 – 3°C could 
expose an additional 150 million people to the risk of malaria. 
the predicted worsening water shortage would affect drinking 
water quality, leading to more cases of diarrhoea. An addition-
al 48,000 children could well die each year.

the countries in the North have achieved enormous pros-
perity through industrialization, though at the price of gener-
ating two-thirds of the greenhouse gases with which the earth 
can cope, at a maximum. In principle it is undisputed and has 
been established in the climate convention that we must 
shoulder this responsibility and bear the costs arising from it.

But there is much more than just the moral case to make. 
We must avoid any further worsening of an already precarious 
situation in developing countries. In addition to construction 
measures – for example to deal with increasing periods of 
drought or rising sea levels – additional investments in health 
and educational programmes are also needed. that would at 
best stabilize the situation in developing countries, but not to 
tackle, let alone resolve existing problems of poverty.

What is needed therefore is a mix of poverty alleviation 
and climate adaptation measures. there is no doubt that by 
consistently mainstreaming climate-related aspects in all de-
velopment programmes, synergies can be generated in many 
cases. One example could be promoting drought-resistant 
rather than conventional varieties in planned agricultural pro-
jects. However, without accompanying protective measures – 
such as flood protection dams or coastal fortifications - hard-
won progress in official development assistance ( ODA ) could 
be undermined.

Climate funding must supplement – not replace – ODA
Consequently, new funds are needed in addition to ODA. Real-
locating existing budgets would be counterproductive. As 
the World Bank report emphasizes, ODA and climate protection 
should be conceptually complementary, but must not be 
played off against each other financially. For climate protection 
cannot take the place of poverty reduction – or vice versa. 
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In north-eastern 
Greenland the Inuit 
hunt on steadily 
 thinning ice. Global 
warming has made 
their livelihood fragile.
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What good is an energy-efficient, flood-proof school without 
teachers ? What good are modern educational materials in a 
school that will be submerged by floods ?

to make further headway in development cooperation and 
protect what has been achieved from the adverse impacts of 
climate change, increasing funding is therefore needed on 
both fronts. there is no way around this realization, as creative 
accounting methods or pinning hopes on the private sector 
will be to no avail.

It is just as clear that accusing developing countries of op-
portunism or self-interest in calling insistently for additional 
funding for these additional tasks is hypocritical, given the 
combined challenge posed by underdevelopment and ever-ac-
celerating climate change. On the contrary, pressured by the 
rich industrialized countries, most developing countries have 

put forward their own CO2 reduction plans. to implement 
them however – and this is also in the interests of the indus-
trialized countries – they are in urgent need of the support of 
the global North. Continuing to deny them that support is not 
only cynical but also short-sighted.

In this regard, Switzerland urgently needs to rethink its po-
sition in this regard; precisely because, under the Nansen Ini-
tiative which it co-launched, it is also working for the recogni-
tion of climate refugees. Switzerland cannot credibly continue 
to oppose adequate public funding for climate adaptation 
measures in developing countries. Doing so would not only 
jeopardize urgently needed progress in the continuing climate 
debate after Paris, but in the short or longer term also its cred-
ibility as an honest and serious partner.

Demands regarding 
 Switzerland’s climate policy

1. Improve its own climate targets : to 
meet the 2°C target laid down in the 
CO2 law, Switzerland must phase out 
fossil energy sources by 2050. Domestic 
emissions must therefore be cut by 
60 per cent by 2030.

2. Acknowledge responsibility and pro-
vide appropriate climate contributions : 
Switzerland must support climate pro-
tection and adaptation measures in de-
veloping countries through sufficient 
and targeted climate funding contribu-
tions, also because it has relocated its 
carbon-intensive production to those 
countries over the past decades. In the 
light of its international CO2 footprint 
and its economic strength, Switzerland 
fair share of contributions is about 1 per 
cent. For 2016 this corresponds to 500 
to 600 million francs, as of 2020, about 
1 billion francs annually.
 
3. Avoid offsetting : Emission reductions 
abroad should not become a pretext for 
doing less at the domestic level. Swit-

zerland must rid itself of the obsession 
with imputing successes abroad to do-
mestic climate targets.

4. Raise new, additional funds based on 
the polluter pays principle rather than 
through taxes : Instead of raiding the 
line of credit for official development 
assistance, Switzerland must examine 
new funding mechanisms based on the 
polluter pays principle, which besides, 
also has a desirable incentive effect. the 
following appear feasible and promis-
ing :

 – Using the proceeds from the 
domestic CO2 emissions trading ( a 
surcharge of 25 francs per tonne 
of CO2, for example, would generate 
a good 125 million francs today ) 

 – Introducing an international airline 
ticket fee ( 20 francs per passenger 
would generate over 400 million 
francs per year ) 

 – Under the planned climate and 
energy steering system, providing for 
the partial earmarking of some of 

the revenues ( potential : a few 
hundred million francs )

  – Introducing a financial transaction 
tax ( as other EU countries consider ).

5. Decarbonize Swiss financial markets : 
According to a new study by the Federal 
Office for the Environment, the Swiss fi-
nancial market holds assets in fossil en-
ergy sources and technology abroad 
that generate some 52 million tonnes of 
CO2 per year. this corresponds to the 
level of domestic emissions. Should the 
carbon bubble burst, it would jeopard-
ize assets worth 0.5 – 1.1 per cent of Swit-
zerland’s GDP. For that reason alone, 
Switzerland-based financial entities 
must be urged to withdraw their invest-
ments from projects that fuel climate 
change.

js. Being one of the world’s richest countries – with a commensurately 
large CO2 footprint – Switzerland must accept its climate responsibility. 
Domestically and internationally. For the footprint comprises not just 
domestic emissions but also the much greater amounts of “ grey ” as well 
as flight emissions. This responsibility encompasses, in particular, ad-
equate support for the poorest countries in combating climate change. 
Specifically, Switzerland must :

Wrestling with content and the daily flood 
of  paper at the UN Climate Conference  

( here : Copenhagen, 2009 ).
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Foreseeable 1.3-billion franc revenue shortfall

The latest hogwash  
about tax dodging
Dominik Gross The Swiss Parliament is now discussing corporate tax reform III.  

Holding company privileges are to be replaced by patent boxes. In development 

policy terms, Switzerland is going from the frying pan into the fire.

For every US dollar a developing country gains, it loses more 
than two ( see chart ). A wide range of capital transfers help ac-
count for the constant drain of financial resources away from 
developing countries. According to calculations by Eurodad, the 
European Network on Debt and Development, developing 
countries lost US$ 1,583 billion in this way in 2012. that is more 
than 10 times the US$ 120 billion that flowed into developing 
countries in 2012 in the form of official and private develop-
ment assistance.

Harming the poorest the most
According to World Bank studies, the poorest countries are the 
biggest losers in these capital transfers. Capital outflows are 
hampering the build-up of constitutional structures in the 
global South and preventing public investment in education, 
health and infrastructure. the world’s 146 poorer developing 
countries are home to 870 million people with no social secur-
ity cover whatsoever. the US$ 1,583 billion exiting these coun-
tries every year ( compared to inflows of US$ 1,077 billion ) does 
not even include tax transfers and abusive tax avoidance by 
globally active companies. In the latest Financial Secrecy Index 
( FSI ), fiscal experts from the tax Justice Network estimate that 
currently, US$ 21 to 32 billion in private assets subject to very 
low or no taxation are stowed away in tax havens worldwide.

Switzerland as the queen of tax havens
Yet again in October 2015, Switzerland topped the table in the 
FSI ranking of the world’s least transparent financial centres. 
With the planned elimination of holding company privileges 
through corporate tax reform III ( USR III ) and the introduction 
of automatic information exchange with the ( rich ) OECD coun-
tries as of 2018, the Federal Council and Parliament have re-
acted to years of foreign pressure on the Swiss tax haven.

Since 2012, the OECD has been leading the way in the mul-
tinational fight against harmful tax practices. In early October 
2015 it presented the findings of its “ Base Erosion and Profit 
Shifting ” project – BEPS for short. the intention is for corporate 
profits to be taxed in the places where they are generated.

the Swiss holding company privileges that will no longer 
be tolerated under the BEPS project are of paramount econom-
ic importance to the economies of the cantons of Geneva, Vaud 
and Basle City. Commodity traders and financial intermediaries 

located on Lake Geneva benefit from these tax concessions. In 
Basle, it is the pharmaceutical industry that generates 27 per 
cent of the value created in the city canton. Some 58 per cent 
of the overall profit tax take comes from fiscally privileged 
companies in Basle City. By way of comparison, this proportion 
is only 7 per cent in Zurich, despite the financial centre, in the 
Valais with its numerous small and medium-sized enterprises, 
a mere 0.7 per cent.

to allay the economic fears of the cantons concerned, the 
Federal Council has proposed the introduction, under USR III, of 
a “ patent box ” for research and development in the realm of 
intellectual property ( R&D&I ) : profits from revenues generat-
ed by patents and other rights should receive privileged fiscal 
treatment. But patent boxes are harmful both to the North and 
the South, as they allow transnational corporations to continue 
to manage their payment streams and profits through tax ha-
vens. From a developmental standpoint therefore, by introduc-
ing this facility Switzerland is replacing one harmful tax re-
gime with another. the workings of such profit transfers from 
the South to the North, including to Switzerland, were illus-
trated in 2010 through research carried out by the British char-
ity Action Aid into SAB Miller, then the world’s largest beer pro-
ducer. through a subsidiary, the beer giant at the time con-
trolled 30 per cent of the market in Ghana, where income tax 
was 25 per cent. Yet the corporation did not pay taxes on its 
profits in Ghana but in Holland and in Zug. the Netherlands 
were already offering patent boxes at the time, which also of-
fered tax concessions on trademark rights. SAB Miller placed 
the trademark rights to its African beer varieties in such a box, 
at the same time extracting record-high fees from its Ghana-
ian subsidiary for them. In this way, the brewery shifted its 
profits from Ghana to Holland. SAB Miller was being advised at 
the time also by a consulting firm owned by the company and 
based in the tax haven of Zug, where profit taxes in the servi-
ces sector are extremely low. Under the consultancy contract, 
the SAB Miller subsidiary in Zug invoiced its sister brewery in 
Ghana the amount of CHF 1.5 million per year ( all of 4.6 per 
cent of sales in Ghana ). In this way the SAB Miller group also 
shifted profits from West Africa to Zug.

A similarly very broad patent or licence box based on the 
Dutch model has existed in the Canton of Nidwalden since 2011. 
tax concessions are granted there on patents, trademarks, soft-
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sents a strong commitment to the catastrophic worldwide tax 
competition. the latter is compounding global inequality and 
undermining the financial basis for functional communities : 
the fact that companies and wealthy individuals can play off 
countries and cantons against one another is triggering a fis-
cal race to the bottom, allowing ever more capital to be spir-
ited past tax authorities. Swiss cantons will still be able to play 
a prominent part in this even after USR III.

the last corporate tax reform cost taxpayers an amount in 
double-digit billions. Optimistic calculations put the cost of 
USR III at a minimum of CHF 1.3 billion. No compensation is cur-
rently foreseen for USR III tax revenue losses. And there is rea-
son to fear that the next foreseeable round of cost-cutting in 
the federal budget will mean even further cuts in official devel-
opment assistance.

ware, domain names and other things. But as of 2016, Nidwal-
den will no longer be able to offer this box, as it conflicts with 
the OECD’s “ nexus approach ”, which was approved as part of 
the BEPS process. Basically, it sets the condition that research 
and development activities must be carried out in the country 
that grants tax concessions. It does however allow some room 
for manoeuvre when it comes to concretely structuring the 
box. Just how strictly the nexus approach will be interpreted in 
the Swiss box is not made clear in the draft law being dis-
cussed in the current winter session of the Council of States. 
the Federal Council plans to clarify the exact conditions for the 
implementation of the Swiss patent box in 2016, by means of 
a consultation procedure. the patent box solution, which was 
suggested in 2013 by the Federal Government’s steering unit, 
does not however require that the benefiting R&D&I activity 
effectively take place in Switzerland. the company concerned 
would simply have to prove that it owns intellectual property 
that points to R&D&I. this creates the danger of new loopholes 
allowing for the continued possibility to shift profits from de-
veloping countries to Switzerland. tax concessions should 
therefore be granted only on income from patents that can be 
linked back to research and development activities effectively 
conducted in Switzerland.

Although USR III envisages international efforts to abolish 
certain tax avoidance practices, it also simultaneously repre-

The patent box creates the danger 
of new loopholes that still make 
it possible for profits to be shifted 
from developing countries to 
 Switzerland.The State of Finance for 

Developing Countries, 2014 
An assessment of the scale of all sources of finance 
available to developing countries

By Jesse Griffiths

Lending to rich countries 59¢

Interest repayments on foreign debt 14¢

Profits taken out by foreign investors 42¢

Other official flows 3¢

Charitable 3¢

Aid  10¢

Foreign direct investment 44¢

Remittances from migrant workers 34¢

Portfolio equity (stocks & shares) 6¢

FOR EVERY $1 
 DEVELOPING COUNTRIES

GAIN
THEY

LOSE
 MORE THAN $2 Illicit financial flows 93¢

© Eurodad – European Network on Debt and Development
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Corporate Social Responsibility under close scrutiny

Being regulated,  
so as to better self-regulate
Michel Egger The economic lobbies never tire of  repeating it : no new laws are 

 needed to get companies to observe human rights and  environmental standards. 

Yet several studies clearly show the limits of self-regulation.

the influence of multinational firms on society and environ-
ment is growing constantly. this makes it all the more urgent 
to answer the question thrown up by the United Nations Guid-
ing Principles on Business and Human Rights – that of how 
these companies should be regulated. thanks to the “ Corpo-
rate Justice ” campaign and the Responsible Business Initiative1, 
the question is also on Switzerland’s political agenda.

Reacting to this, Economiesuisse, the Swiss Business Fed-
eration, and SwissHoldings, the Federation of Industrial and 
Service Groups in Switzerland, laid out their understanding of 
Corporate Social Responsibility ( CSR ) in a 36-page paper in 
June 2015. they define it as “ socially and ecologically respon-
sible actions of businesses geared towards fulfilling the funda-

mental idea of creating lasting and sustainable economic 
 activity ”. Of crucial importance is the affirmation that what is 
involved is a “ voluntary commitment ” which, “ is supported by 
the State through a range of instruments ”. As such, their posi-
tion is as a whole in harmony with that of the Confederation, 
published in early April 2015.

Under the scrutiny of scientific studies
CSR is a private sector response to criticism from civil society, 
whose calls for regulation have been rejected for years, both 
nationally and internationally. In the year 2000, the United Na-
tions launched the Global Compact in order to encourage com-
panies to act responsibly. Since then, it has been almost impos-
sible to count the CSR initiatives launched by governments and 
companies – sometimes even in cooperation with civil society. 
Switzerland has been very active in this field. 

the problem is that the self-regulation being called for is 
not enough to ensure compliance with human rights and en-
vironmental standards – even when these initiatives are well-
intentioned and often useful as well. Non-governmental or-
ganizations have documented numerous infringements of 
these rights and standards. Several recently published scien-
tific studies demonstrate the fundamental inadequacy of CSR. 
Under the IMPACt project, 17 different universities, research 
centres and business schools in the European Union ( EU ) have 
studied CSR in over 5,000 companies.2 the study shows that 
between 2000 and 2010 only marginal progress was made in 
terms of quality of work and environmental protection, with 
the result that EU targets were missed.

Richard Locke, Professor at the Massachusetts Institute of 
technology ( MIt ), has spent 10 years researching the topic, in 
the process relying on in-house testing, in situ research and in-
terviews with company representatives, especially in the It 
field.3 He concludes that working conditions at factories – over-
time, safety and health – have worsened and that even in-
house reviews have failed to trigger any learning process.

His conclusions coincide with those of the Royal Society for 
the Protection of Birds ( GB ), which were recently published.4 
Based on the outcomes of 161 voluntary environment-related 
CSR initiatives, the Society’s experts estimate that four out of 
five of these initiatives missed their target. It therefore fol-
lowed that “ voluntary approaches are rarely if ever an effective 

The smart mix solution

me. The UN Guiding Principles on Business and Human 
Rights recommend a smart mix of voluntary and binding 
measures. To quote John Ruggie, the author of the 
Guidelines, “ Self-discipline can achieve some things. 
Others can be achieved only through coercion. The 
monitoring of value creation chains since 1990 shows 
that there has been insufficient tangible progress on 
the ground. My view is that the two approaches must be 
combined with one another. ” ( Interview in Agefi, 23 
January 2015 ). States in which multinational corporations 
set up business often lack the where withal or the will 
to monitor and ensure that multinationals do not infringe 
human rights and environmental standards –  whether 
because they have weak or corrupt governments or out of 
dependence on foreign investors. This task is therefore 
incumbent on the countries in which companies are 
headquartered. That is precisely the aim of the corpo-
rate responsibility initiative – to give concrete expression 
to a functioning “ smart mix ” in Switzerland, by requir-
ing companies to carry out appropriate due diligence 
regarding human rights and environmental standards. 
IMPACT clearly shows that it is laws that have the greatest 
impact on companies – and that laws do not diminish 
the CSR commitments of companies.
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One of the world’s most biodiverse rainforests is being cut down to make way for nickel mining 
in  Ambatovy  ( Madagascar ). Photo : Four year-old Fidelise with a seedling for a reforestation project.

Photo : © Robin Hammond / Panos

substitute for regulatory or fiscal measures in seeking to 
achieve public policy objectives ”.

Inadequate in many respects
the reasons for the inadequacy of CSR are many and varied. the 
first is its voluntary nature. CSR regulations do indeed lay down 
standards for good corporate governance, but they are not 
binding. Of course there are firms that commit seriously, while 
others use CSR mainly for PR purposes, while still others quite 
simply ignore it. According to the Business and Human Rights 
Resource Centre, only 340 companies worldwide have commit-
ted to a human rights policy. this is a tiny number compared to 
the 80,000 multinationals considered in 2011 by John Ruggie, 
author of the UN Guiding Principles on Business and Human 
Rights. the main problem lies with those profiteers who ne-
glect their responsibility at the risk of committing human 
rights and environmental violations in order to secure a com-
parative advantage for themselves.

Another CSR shortcoming has to do with the – often in-
complete – content of codes of conduct. there are some lacu-
nae when it comes to human rights, the taking of local popula-
tions into account, and transparency. IMPACt concludes that 
the usual Impact Assessments, when these exist, look first and 
foremost at the risks for companies rather than for people and 
the environment. Besides, there is often no independent veri-
fication or any credible avenues for seeking redress. Likewise, 

there are generally no sanctions if a company’s own CSR stand-
ards are infringed.

Lastly, Locke’s MIt study worked out very clearly that as a 
result of the globalized production chain, CSR does run into 
structural limits. On the one hand, companies adopt a CSR 
framework for reasons of image, and on the other, they are cit-
ing the competition and pressure from consumers and share-
holders to continue pressing their suppliers to get ever better 
quality products at ever lower prices and within tighter dead-
lines. the price of this inconsistency is ultimately paid by work-
ers or by the environment : even in the most progressive com-
panies, CSR ends up clashing with the profit imperative. 
through their rose-tinted spectacles the Swiss economic lob-
bies refuse to see this, as they view CSR as a win-win situation, 
in other words, as good for everyone so long as it does not run 
counter to the interests of business.

In collaboration with Chantal Peyer ( Bread for all )

 1 www.konzern-initiative.ch/?lang=en

 2 www.csr-impact.eu

 3 Richard M. Locke, The Promise and Limits of Private Power,  
Cambridge University Press, 2013.

 4 Using regulation as a last resort ? Assessing the performance 
of  voluntary approaches, RSPB, London, 2015.

http://www.csr-impact.eu/
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WTO Ministerial Conference in Nairobi

Crumbs for the South
Isolda Agazzi The Tenth WTO Minis-

terial Conference held from 

15 to 19 December 2015 has 

acknowledged that Members 

are divided over the Doha 

Round and the “ new issues ”. 

Switzerland must repeal 

the “ chocolate law ”. The USA 

makes few concessions.

 “ there is no crisis. there is absolutely no 
crisis and the Nairobi conference will be 
reminded as the one that has overcome 
the North-South divide ”. these were the 
optimistic words uttered on Friday 18 
December by Amina Mohammed, Chair-
person of the tenth WtO Ministerial 
Conference as she announced a prolon-
gation of “ a few hours ”. In fact it was to 
take more than 24 hours before exhaust-
ed delegates could arrive at a Ministerial 
Declaration that expressly acknowl-
edged the division among Members over 
the future of the Doha Round and the  
 “ new issues ”, which are of great interest 
to the industrialized countries. these are 
the issues over which the North-South 
divide is the greatest.

Although this was the first Ministe-
rial Conference organized in Africa, de-
veloping countries came away with very 
little. they did “ limit the damage ”, but 
they may have hoped for much more. 
the Final Declaration is a compromise. It 
states that some Members recognize the 
development mandate of Doha, while 
others do not, but that they will contin-
ue to discuss Doha issues while preserv-
ing special and differential treatment.

the United States may not have re-
alized its original intention to officially 
bury this famous Round, launched 14 
years ago to rebalance the rules of in-
ternational trade in favour of the coun-
tries in the South. But the vague legal 
language opens the door to all sorts of 
creative interpretations and developing 
countries and NGOs will have to keep a 
close watch to ensure that Doha does 
not become pure rhetoric. On the other 
hand, the Doha Round as it is currently 
structured, whereby nothing is agreed 
until everything is agreed ( “ single un-
dertaking ” ), is probably at an end.

Members have already started 
agreeing on some elements separately, 
beginning with the elimination of agri-
cultural export subsidies. Switzerland 
has until 2020 to abolish the chocolate 
law – under which the Parliament just 
approved an increase to CHF 94.6 mil-
lion – enabling Nestlé, toblerone and 

others to offset the higher cost of Swiss 
milk and cereals used in biscuits, choco-
late and soups. India obtained a deadline 
of 2023. the United States and the Euro-
pean Union no longer practise these 
subsidies, but use other similar meas-
ures for which Washington has made 
small concessions. Yet export subsidies, 
whatever their form, are the most perni-
cious trade instrument as they create a 
dumping effect on the markets of poor 
countries. the only true gain for the least 
developed countries is the decision to 
simplify rules of origin. Switzerland has 
one year in which to comply.

On the two questions of critical im-
portance to India and most developing 
countries – the operationalization of the 
special safeguard mechanism ( which 
should enable them to temporarily raise 
customs tariffs on sensitive agricultural 
products in order to protect themselves 
against import surges ) and public stock-
holding for food security purposes – no 
final decision has been taken and the 
discussions have been transferred to 
the WtO headquarters in Geneva. 

Finally, the Declaration acknowledg-
es that some Members wish to begin 
discussing other issues, but that the start 
of new negotiations would require the 
agreement of all. Although they are not 
spelled out, the issues concerned are 
those of interest to the industrialized 
countries – investment and competition 
law first and foremost. they concern 
measures designed to facilitate the es-
tablishment of multinational corpora-
tions by limiting host countries’ right to 
regulate and granting investors the right 
to comment on proposed laws. Develop-
ing countries have rejected such meas-
ures since the 2003 Cancun Ministerial. 
Once again, the ambiguous legal lan-
guage foreshadows new confrontations.

Isolda Agazzi, Alliance Sud.
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Ill-conceived development aid as it is be-
ing provided today for example in sub-
Saharan Africa by some rich countries, 
would conceivably fare rather badly in 
Deaton’s analysis. In this form, he writes, 
it would be better done away with, as 
it supports governments that cover far 
too much of their national budgets with 
aid payments, play off donor countries 
against one another and which are inter-
ested first and foremost in the well-be-
ing of their own clientele. this aid is 
hampering self-driven development, as 
it exists in every society, in every country. 
Above all, however, most of the aid helps 
the donors more than the recipients and 
is used in a largely undisguised manner 
as diplomatic lubricant for promoting 
donors’ own economic and/or geostrate-
gic interests. So far, so true. But above all 
else, this finding is not really surprising 
as it largely coincides with criticism by 
Alliance Sud of misappropriated “ aid ” 
as it is practiced in many places today. 
Meaningful development cooperation 
operates differently : it strengthens civil 
society in developing countries and em-
powers them to stand up for their rights 
and hold their own governments to ac-
count. 

Unlevel playing field
What is shocking is that in many places, 
the only part of Deaton’s analysis that is 
adopted is that which fits in with the 
ideological worldview : Development aid 

Development economist Angus Deaton wins Nobel Prize for economics

The misconception 
around development aid
Daniel Hitzig “ Development aid reinforces poverty ” – the Swiss media have used this 

and similar headlines in commenting on Angus Deaton’s research, which has 

earned him the Nobel Prize. In so doing they have generally omitted mention of 

what Deaton really uncovered about the nexus between development aid, 

“ health, wealth and the origins of inequality ” ( book title ).

is tantamount to squandering tax re-
venues. But Deaton repeatedly under-
scores that given the prevailing inequal-
ity, there is a moral duty to take truly 
effective action against poverty and un-
derdevelopment. And in the chapter  
 “ What we should do ”, Deaton also out-
lines his understanding of this : through 
the World trade Organization ( WtO ), the 
World Bank, the International Monetary 
Fund and numerous international trea-
ties, poor and rich countries are very 
closely interconnected economically and 
politically. If the interests of the rich are 
affected, for example regarding patent 
protection, they do not hesitate to de-
fend their privileges by tough lobbying. 
the Nobel Prize Laureate sees a further 
problem in the lack of technical exper-
tise in the countries of the South, which 
not infrequently means that they are 
taken advantage of in international bod-
ies and negotiations. Deaton is also crit-
ical of the fact that not only is aid going 
to dubious regimes, but that they are 
also being sold weapons at the same 
time. this money is lacking elsewhere 
and serves to increase the likelihood of 
armed conflicts – with disastrous conse-
quences for development.

A teacher at Princeton ( USA ), the 
Scotsman Angus Deaton has received 
the Nobel Prize for his empirical research 
into how well-being can be reliably 
measured, how income and living stand-
ard relate to one another. In his latest 

Angus Deaton : The Great Escape – 
Health, Wealth and the Origins 
of  Inequality, Princeton University Press, 
2013, 360 pages.

book, which is also comprehensible to 
the general public, Deaton concludes 
that most of the parameters of well- 
being have indeed improved massively 
over recent decades. Yet he focusses his 
attention also on those who have so far 
also failed to benefit from this. And gives 
reasons for it.



Alliance Sud shines a spotlight
The Zaatari camp run by the Office of the UN High Commissioner 
for Refugees ( UNHCR ) is  located in northern Jordan, six kilometres 
from the Syrian border. With 80,000 residents, Zaatari is one of 
the world’s  largest refugee camps and now Jordan’s fourth biggest 
city. The main street with its market stalls and shops has been 
 ironically dubbed Champs-Elysées by refugees. The shop in the photo 
manages worldwide remittances according to the prin ciples of 
the  Islamic  hawala system.

UNHCR website on Zataari : bit.ly/1kLiGeW
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Born in 1983, the photographer Pascal 
Mora is self-taught and has worked  
as a  freelance  photographer since 2006. 
He lives in Zurich.

www.moraphoto.ch
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