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OPENING CEREMONY

JEAN-PIERRE DISERENS, SECRETARY-GENERAL, CIFA

I am very pleased to welcome you all to the XII®
International CIFA Forum. I would like to thank all those
who are here, as well as the representatives of Monaco. Let
me give the floor to our president, Pierre Christodoulidis,
who will make the opening remarks.

Pierre CHRISTODOULIDIS, PresmenTt, CIFA

The Bishop’s diagonal or the insoluble reallocation
of capital in our advanced economies

One of the most debated discussions of the last few months
was not launched by a progressive economist or one
opposed to consensus opinions, but by L. Summers, one
of the most conservative among all. Although he no longer
holds a public mandate, he nevertheless is a consultant to
the D.E. SHAW hedge fund and often a public speaker at
conferences for $ 135,000 each.

What is the cardinal point in this debate, causing infinite
waves into the pond? “Are bubbles the crutch we need
to achieve growth in our system.” Back in 2008, the
Fed managed to halt the financial panic thanks to a very
important rescue plan. The funds advanced by the FED
then have eventually been reimbursed almost in full
despite the fact that “the overall activity has not increased
and economic growth remains weak”, noted Mr Summers



during the IMF’s annual conference, whilst interest rates
remained quite low or near zero.
The following four main factors seem to endorse L.
Summers’ observations:

— The steady decline of interest rates over the last three

decades, perceived as a normal trend;

— The fall in productivity over the last 15 years;

— The contraction in domestic demand since the 1980s;

— The stagnation of productive investments, if not non-

existent at all, and of new capital creation.
The main capital holders no longer seek to maximise their
profits through pursuing continuous production increase,
but by withdrawing a larger share of the achieved added
value.
The productive system appears to be permanently broken,
causing deep social tensions able to undermine even further
its very foundations. The dangerously rising inequalities
are destroying little by little the middle class, which is the
guarantor of stability within democratic institutions. The
increase of mass unemployment leads inevitably to lower
income both private (i.e. return on capital), and public (i.e.
decrease of tax revenues). Hence, massive unemployment
weighs on public spending due to the constant increase of
relative unemployment compensations.
The economist Alvin Hansen noted in the 1930s the
“secular stagnation”, which was caused, in his opinion, by
the slowdown in demographic growth and by a contraction
in technological innovation. However, these are not the
factors that Summers was pointing outto. The disappointing
economic performance of advanced economies alone does
not explain their over-indebtedness, but it is associated to
it. Lorenzo Bini Smaghi, former member of ECB Board
says that “it is not austerity that weakens growth, to the
contrary slow growth makes austerity necessary”.
Summers calls on the restoration of the growth “virtuous
circle”. His opponents speak of an “expansionary



austerity” in order to rid the economy of what is ailing.
US Republicans aim at contracting the “crushing weight of
the social state”, while, in K. Rogoff’s opinion, economic
stagnation is due to governments’ inability to manage debt.
P. Krugman, although agreeing with Mr Summers’
observations, he refutes his conclusions. His argument is
that all available tools are far from having all been used in
full: large corporations have a significant level of treasury
capital which is not being reinvested. US non-financial
corporations do hold about $2,800 billion, of which Apple
alone accounts for $150 billion. James Saft noted in the
New York Times (26/11/13) that, in 1970, intangible assets
of US companies accounted for 5 percent of total assets,
while in 2010 this number has increased to ... 60 percent.
Despite an injection of $ 4,000 billion, the economy is
unable to pick up.

Robert Reich, former Secretary of Labour under B.
Clinton, has just published an article entitled “Inequality
for All” in which he notes that, in 1978, the average US
salary amounted to $ 48,000 p.a. whereas today it only
amounts to $ 34,000.

The average income of the 1 percent of the wealthiest
population rose from $ 393,000 in 1978 to $ 1.1 million.
Over the last 5 consecutive years, 1 percent of the
population accounted for 90% of GDP growth, and 99
percent of the population accounted for the remaining 10
percent. In other words, 450 people alone are worth as
much as 150 million of the poorest Americans.

The present situation is showing similarities with the
wealth’s accumulation of the 1920s, which led to the Great
Depression.

In this context, we can easily state that the banks’ lending
to SMEs is practically non-existent, as banks prefer to
“stockpile” their excess liquidity with their central bank.
The only credits easily renewed are those in favour of
much larger industrial corporations, which incidentally



have no trouble accessing the capital market at absurdly
low interest rates. And, what do they do with this liquidity?
They repurchase their own shares in the open market.

The more liquidity is either saved or used through
“financialization”, at the expense of productive investment
and employment, the more the real economy is bound to
contract, thus threatening economic stability and social
peace.

Who will have the courage to denounce this Gordian knot
and to stop the vicious spiral of economic contraction? Who
will be courageous enough to point out the responsibilities
for such suicidal behaviours? It is through the successive
round tables that will be held during this Forum’s next
three days that we shall try to answer these questions.



H.E. MR. Joun W. ASHE

PRESIDENT OF THE 68™ SESSION OF THE GENERAL ASSEMBLY
OF THE UNITED NATIONS

Ladies and Gentlemen, Greetings one and all.

Although I cannot be with you today in person, I appreciate
the opportunity to share some thoughts with you through
this message.

I was pleased to learn that your Convention launched a
Global Partnership for Development with the World
Jewellery Organisation on the occasion of the Partnerships
event I co-hosted earlier this month with the Economic
and Social Council (ECOSOC) at UN Headquarters in
New York.

The Partnerships event was part of a series of events
that I am hosting to help “set the stage” for the
development agenda that will succeed the universally
known Millennium Development Goals (MDGs) in the
post 2015 era. The processes to define this new agenda
were launched at the Rio+20 Conference in 2012, when
Heads of State and Government agreed that the post-2015
development agenda should integrate the economic, social
and environmental dimensions of sustainable development
in a balanced manner. They also underscored the need to
strengthen our global partnership for development. Indeed
it is through the pooling of our efforts, ideas and resources
that we can achieve the future that we all want.

As supporters of Goal #8 of the MDGs, which calls for
a global partnership for development, you know and
understand the importance of partnerships and you have
expressed your commitment to join us in successfully
eradicating poverty. However, successfully implementing
the new agenda that will succeed the MDGs will mean
expanding our sense of partnership and taking it further.
In the ongoing discussions in New York, there is a
common understanding that financing the new agenda



comes with enormous costs. The fulfilment of Official
Development Assistance (ODA) commitments will
be critical, as will domestic resource mobilization
primarily through tax revenue; however, public funds
will need to be complemented by innovative sources of
financing and multi-stakeholder partnerships. Further,
our sense of partnership must include public and private,
local, regional and national, domestic and international
resources that come in the form of innovation, technology,
research, human capacity, and cross-sectoral partnerships.
Partnerships at the national and regional levels will
also be important. So too will be the engagement of the
private sector, who can play a key role in ending poverty,
creating decent jobs, expanding infrastructure, sustaining
livelihoods, and bringing societies useful products and
services. A supportive international enabling environment,
which includes stable macroeconomic policies, supportive
and reliable infrastructure, a well-educated and capable
population, markets conducive to fair trade, and access to
credit are key to success.

Yet responsible engagement is necessary and the business
sector must look at how it can become more people-
centered and embrace sustainable consumption and
production patterns. In this regard, I would like to remind
you of another platform where the business community can
engage in the post-2015 process: the UN Global Compact.
To date, ten-thousand (10,000) companies — including
numerous small and medium enterprises (SMEs) — have
joined the UN Global Compact and committed to universal
principles and corporate sustainability.

Today, more and more businesses understand that beyond
financial risks, they must also give due consideration to
economic, social and environmental risks to ensure their
resilience in a world in constant flux. Similarly, investors
are increasingly looking beyond financial results to
also examine the economic, social and environmental
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performance of companies. There is a growing sense that
sustainability in business is critical and I am pleased to
see that CIFA, along with many companies and business
groups, is actively contributing to the post-2015 process.
In your discussions over the next two days, I encourage
you to examine all of the many ways the private sector can
contribute to creating greater well-being for all people on
a thriving and prosperous planet.

Thank you.
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ECOSOC Roundtable
with UN high representatives and the
civil society:
addressing ongoing and emerging challenges
for meeting the MDGs in 2015 and
for sustaining development gains
in the future

Hanira MEZOUI, MODERATOR

This roundtable takes place at a time when the world is
lurching from crisis to crisis — political transformation,
infectious diseases, environmental degradation, poverty,
nuclear and biological weapons, terrorism, just to name
a few. How can we ensure that the global partnership
for development is not threatened? We already see a few
positive developments, for instance, the importance of
simultaneously addressing the emerging challenges of
food, climate and energy. The need for comprehensive
reform of the financial architecture is accepted by the UN,
but the only change everyone agrees on is on the part of
the private sector. We have seen changes in the private
sector, for instance the cooperation between business,
governments and civil society, but it is not enough. Setting
the stage for post-2015 is a daunting but inspiring task for
the UN, and it reminds us of the call for peace, justice,
equality, accountability and environmental preservation,
and we must not only include the people making this call
but include them in designing and implementing the post-
2015 sustainable development agenda. Achieving this
will require a global partnership for innovative thinking
and renewed vigour and impetus, and CIFA has become
an invaluable partner in this process. We will listen to
the insights of the panel, confident that they will be
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instrumental in advancing the implementation of the SDGs
through innovative multi-stakeholder partnerships.

ANDREI ABRAMOYV, CHier, DESA NGO BraNcH

I always look forward to working together with CIFA for
many reasons, firstly because it is one of the NGOs which
both preaches and does what it preaches, and secondly
because of its expertise. I will give you an indication of
the current thinking at the UN, though we are in the middle
of the process, which will probably last until the end of
September. I just want to convey to you greetings and
best wishes from the President ECOSOC, who is unable
to be here because of ongoing coordination management
sessions, but he said that CIFA’s and the UN’s ideals
coincide in many ways, and he very much appreciates
the work you are doing. Let me start with ongoing and
emerging challenges in the current world economy and the
status of the MDGs and the post-2015 development agenda,
including how to finance sustainable development. The
global economic outlook as projected by the UN remains
broadly positive, with global gross product expected to
grow 3% in 2014, a slight improvement over 2013. The
improved prospects rely on two main factors, strengthened
recovery in major developed economies and stabilisation
of growth in major emerging economies.

Since the Euro area has emerged from protracted recession,
all major economic areas are aligned on the same upward
trajectory for the first time since 2011. However, projected
growth is still insufficient to narrow the output gap. The
unemployment situation remains weak, as long-lasting
effects from the financial crisis continue to weigh on
labour markets in many countries. The Euro area faces the
most challenging situation, with unemployment of 27% in
Greece and Spain and youth unemployment of over 50%.
Unemployment has declined in the US but still remains
high. The situation in developing and transition countries
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is mixed, with very high rates in North Africa and Western
Asia. Progress on the MDGs can be reported in many
areas, with several key targets having been met. However,
progress is far from sufficient, and has been uneven
across regions and income groups. Rising inequality has
increased the challenge and has left many groups behind.
The world has reached the poverty reduction target five
years ahead of schedule; the proportion of those living on
less than USD1.25 a day fell from 47% in 1990 to 22%
in 2010. Over two billion people gained access to water
resources, mortality from malaria fell by over 25%, and
death rates from malaria will likely be halved by 2015.
The proportion of slum dwellers is declining, with over
200 million benefiting from improved water, sanitation,
and housing. Finally, the proportion of undernourished
people declined from 23% in 1990 to 14.9% in 2010.
However, more action is needed in many areas, such as
environmental sustainability. CO, emissions are 46%
higher than in 1990, and growth is accelerating. Forests
continue to be lost rapidly. Overall progress in child
health, access to education and learning outcomes still
needs to be addressed. Progress on MDG aid is also mixed
— debt burdens are lower and market access has improved,
but inequalities have increased in both developed and
developing countries. Tackling inequalities will be critical
for accelerating progress toward achieving the MDGs and
the post-2015 goals.

The discussions on the post-2015 agenda have achieved
a broad consensus on the importance of poverty
eradication, which will remain at the core of the agenda.
The importance of sustainable development in economic,
social and environmental terms is also widely recognised.
Abundant human, financial and technological resources
offer unique opportunities to achieve this, but we must
join our efforts to achieve this. While the MDGs addressed
challenges of access to basic services, the new paradigm
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addresses complex challenges of inequality, governance,
growth, peace and security and is applicable to developed
and developing countries. Whereas the previous paradigm
accepted that development was for developing countries
and climate change for developed countries, the new goals
should be based on close interaction between development
and climate change. We see a radical change in this
paradigm, relying on targets agreed on by everyone. The
rise of the global South requires a global partnership and
multi-stakeholder involvement. UN members have agreed
that this agenda requires a coherent approach which
balances all three aspects of sustainable development. The
agenda will provide a single framework and set of goals
while respecting national priorities. Intergovernmental
negotiations on the post-2015 agenda involve an open
working group on sustainable development and an expert
working group on sustainable development financing.
They will both conclude their work by September, after
which member states will start negotiations. The open
working group has identified 19 focus areas which it is
considering in depth with a view to consolidating them
in the form of a set of sustainable development goals for
consideration by the General Assembly. This proposal will
be complemented by the report of the intergovernmental
committee of experts on sustainable development
financing. We support the work of both groups.

This report will also inform intergovernmental negotiations
on a new sustainable development agenda and preparatory
work for the third international conference on Financing for
Development in 2015. Several key themes have emerged
in its ongoing discussions, firstly that the Monterey
Consensus and the Doha Declaration provide the basis
for a comprehensive financial framework beyond 2015.
Estimated financial needs for sustainable development
provide considerable challenges, yet global savings are
estimated at USD18 trillion annually, so the challenge lies
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in providing sufficient financial incentives. There is strong
consensus that all types of financial flows will be necessary,
and they will need to be seen as complementary. For
example, private finance will be more efficient than public
in many instances, but it is of short-term nature, so public
financing and policies will remain the basis for a financing
framework. Efficient development assistance will remain
crucial, and the primary responsibility for this will remain
with governments. Sustainable and equitable growth is a
precondition for raising domestic resources, and the global
agenda can support countries by creating an enabling
environment for growth. However, private financing is
increasingly seen as a major source of financing, though it
still remains insufficient in both developed and developing
countries. The enabling environment has to be improved
nationally and internationally, and the wunderlying
incentives for investors need to be better understood, as
it has become increasingly short-term. The development
of inclusive and stable domestic financial sectors is also
essential, as they can provide a conduit for long-term
investment.

RutH ENco BAMELA, PRESIDENT, AFRICAN ACTION ON AIDS

I am happy to have been invited by CIFA to this important
meeting that could usher new ways to present, implement,
monitor and evaluate the MDGs for a long term change in
Africa. AAA (African Action on AIDS) was founded 23
years ago to support children affected by AIDS. Creating
stronger and healthier communities, we increase the
ability of local people to take care of their own children.
AAA was established by the African Diaspora in the USA.
As member of UN-ECOSOC since 2003, we have been
bringing local voice to global debates. AAA’s work is
based on three programs:

The first is ‘JUST KNOW’ that emphasizes the local
language concept of MAYEM MA BO meaning, | KNOW
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and I DO. We believe that people should understand their
bodies and get the kind of knowledge that leads to positive
behavior for the betterment of their own lives.

The second is ‘HEALTH before WEALTH’, which is
an idea that rose from our experience in villages where
microcredit is practiced. We empower people for disease
prevention to enable them to work effectively, save and
use their savings to grow.

The last is “WOMEN’s ECONOMIC AUTONOMY , the
main tool being educational scholarships for vulnerable
girls that lead to financial autonomy therefore greatly
reducing the risk of being infected with HIV through
sexual abuses based on economic needs.

Solidarity, collaboration and partnerships among social
actors on global and local levels (village chiefs, schools,
UN) are essential for the realization of the three programs.
We are positively present wherever our members are
including Africa, Europe, Hong Kong, USA and we will
continue to grow.

As for the MDGs, we started by observing two
characteristics: One positive, that allowed us to understand
that MDGs function at individual and global level. The
success in one has an impact on others and facilitates the
scaling-up process. The negative characteristic is a perfect
reminder of depressive Africa presented as a series of
lacks. It is very difficult in that context to realize positive
things. A special MDG should be introduced that does
not only refer to a lack of something but also highlights
things being well done! This negative characteristic is
our biggest challenge. I hope that the coming MDGs will
remove the negativity surrounding African development.
These communities continue to wait for a future that at
this rate may never come, and if it ever did, the belief that
it will be as a result of someone else’s activity and not
that of the people themselves is definitely depressing! The
MDGs should emphasize knowledge that allows anyone
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to understand their problems fully, allowing them to find
possible solutions. The I FACTOR emphasizes that every
individual should have their own input into the problems
they face. Not everything should come from outside,
though we also emphasize teamwork, locally and globally.
Indeed, when local and international people work as a
team, more positive energy can be generated, leading to
focused and tangible results measured in tangible spaces
like villages, schools, local councils.

This led AAA to choose the MDGs we thought would
help communities understand that Community Poverty
aggravates the vulnerability of each member. Therefore,
cultivating community spirit could remove common
barriers to success and joy. We therefore adopted
MDGs 2, 3, 6 and 8. We decided that COMMUNITY
MOBILIZATION would be our long term and main
tool, with each action preceded by training and debates,
to ensure at least the following: a) People are aware of
their collective problems; b) They get practical knowledge
of different options to solve the problem at stake; c¢) The
importance foreach member to take personal responsibility
and get involved; d) The need to understand that seeking
external partnership does not eliminate local efforts or
contribution but also that the community should envisage
living without total external help; e) The importance of
team work and endurance. Mobilization also means
knowing and doing. We have to create a Show-and-Tell
of sorts, transmitting the message most of the time in local
languages geared toward reducing preventable diseases
leading to death. When you go to a kitchen and everything
is on the floor, you have to explain the consequences of
placing drinking water on the floor!

EDUCATION, of women and younger girls is our
second focus. It takes the form of a scholarship with the
objective to increase the pool of vulnerable girls eligible
for continuing into secondary, professional schools and
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University. Since 2007, we’ve had a steady flow of 25
students each year of all levels. The selection is based on the
following: a) Give preference to total orphans (lost father
and mother); b) When possible, place sisters separated at
parents’ death in same schools; ¢) A new girl is enrolled
only if we have the means to support her education in at
least one whole level (i.e. secondary); d) Same importance
given to school education and life skills. Girls must learn
to wash their hands and to sleep under mosquito nets.
These scholarships are expensive because they have to be
sustainable, and they have to involve not just academia
but everyday life. For example, we teach them to dress
responsibly - if you go to the market to buy a plantain, you
should avoid dressing as if you were going to the opera
house, because you may be charged based on your external
looks! The lesson that has been learned is that, when
vulnerable girls are placed in an environment suitable
for pursuing education and are encouraged to do so, they
are more likely to succeed. Recipients are encouraged to
develop a network, understanding that they must grow to
become agents of change in their communities. One of the
girls who graduated is now financing another girl. Each girl
entering AAA signs a letter of commitment that they will
help others even before they earn a regular salary. Some
secondary school girls signed an engagement to fetch
water for an elderly woman in their community. Another
decided to contribute some of what she earned babysitting.
All aspects of PREVENTIVE HEALTH are part of our
work. AAA’s Preventive health plan is a package of
essential actions to avoid diseases in our communities. The
plan includes: AIDS screening test; Malaria prevention;
Hand washing with soap; Drinking potable water;
Dignified/clean toilets; De-worming; Vaccination; Body
and mouth hygiene, etc. To ensure that communities have
clean water, AAA builds wells in villages, ensuring that
maintenance funds come from the contribution of each
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family - 300 francs CFA a month - and 125 francs a year
for each school child. This behavior is not only cheaper,
but also sustainable because it places the “I FACTOR” in
the centre of health. Indeed, in a country like mine where
people are busy from Thursday to Saturday burying the
dead, preventing diseases is cheaper than curing. To sustain
this behavior in 2008, AAA introduced Water Stations.
This innovation was registered by the African Regional
Intellectual Property Organization (OAPI) as a useful tool
for health prevention.

An important aspect of disease prevention is the impact
of malaria. Malaria is the highest cause of ill health in
Cameroon (40%). While malaria programs tend to mostly
focus on children aged under five, AAA objective is to
draw attention on 3 groups including: a) Pregnant women,
because, when malaria parasites bind to the placenta
they can cause inflammatory reactions that could lead to
spontaneous abortions, still births and babies born with
low weight; b) People Living with HIV/AIDS. Their
defense system is weak and this explains why malaria is
more frequent and severe with cases of treatment failure
both resulting in deaths. AAA therefore tends to combine
HIV/AIDS and malaria prevention activities; Systematic
protection of school children living in orphanages and
dormitories because of a high percentage of school
absenteeism due to malaria. The vision of AAA is to hook
mosquito treated bed nets in all institutions lodging school
children.

Finally, AAA believes in progress through networking
and partnership. Indeed, AAA opens each year with a
Networking Day, drawing attention on solidarity and
collaboration as essential ingredients to progress and
community building. Dialogue among actors increases
knowledge, technical skills and facilitates the sharing
of human resources, which all serve to broaden the
dissemination of successful strategies as well as lessons
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from problems encountered. AAA various partnerships,
go from local to global including with UNAIDS,
Batonga Foundation, CPC, USAID, CIFA, Governments’
institutions, Private sector; Mayors, village Chiefs, Nurses
and Medical doctors. We sign conventions with local
communities to ensure that they also do their part.

To conclude, we would like to draw attention on 2 ideas
that are at the centre of AAA actions: a) “Most intimate
aspects of development are virtual and impalpable like
happiness, health and joy” by Prof. Joseph Kizerbo; b)
“The doctor of the future will give no medicine but will
interest his patients in the care of human frame, in diet
and in the cause and prevention of disease”, by Thomas
Edison.

PameELA BERNABEI, SECRETARY GENERAL, INTERNATIONAL
ONTOPSYCHOLOGY ASSOCIATION

The activities of the International Ontopsychology
Association (AIO) are constantly organized within the
framework of the 8 Millennium Development Goals
(MDGs) achievements, with a special focus on education
(2™ MDG), environmental sustainability (7" MDG) and
global partnership for development (8" MDG). From this
triad, you can reach the remaining five goals. We use the
pedagogical approach of the ontopsychology method:
“the art of educating a man/person to a social function”,
a method which has a precise background and provides
tools for training young people and entrepreneurs.

Many projects that have already been launched through
this new pedagogy. We build education centers, places of
humanistic and scientific culture capable of providing great
benefits to the operators and to all local willing people.
This is not meant to fully assist people but to encourage
them to assume full responsibility in order to provide in a
practical, efficient and cultural way superior services; thus
we are effectively pursuing meritocracy.

21



The AIO has set up, with its global experience spanning
through more than 40 years, a new approach to corporate
social responsibility related not only to the single
enterprise, but to the community as a whole. Our CSR
strategy is based on meritocracy, meaning that when you
start a project or an investment, reciprocity between those
who give and those who receive has to be in place. For
instance, if something is being done for the region - how
much are stakeholders doing, by taking into consideration
as well what they have received? In other words, replacing
the “one-way street” system with a “one to one” reciprocity
method, very much on the basis of the Latin principle “do
ut des”. This way, you can get immediate feedbacks like:
(a) finding out early on whether or not you are wasting
your time, (b) whether results, whether or not results can
be reasonably expected, and (c) whether or not there could
be a need to correct the implementation of your project on
the basis, for instance, of cultural variables that have not
been taken into account initially merely because of lack of
knowledge.

In practical terms, the CSR based on the AIO approach is
aimed at elevating CSR from its marginal role and place it
within the strategic core business. The core business of the
entrepreneurial investment has to embrace a CSR added-
value system as well. Hence, the paradigm gets reversed:
instead of being a peripheral, additional, supporting or
mediation activity, the CSR becomes “the” core business.
This reciprocal meritocracy feature leads to a situation
where both the operator promoting a project and the
operator in charge of it lie with the entire community and
the whole region where the interested stakeholders live
and work. That’s why it is recognized as a CSR of “public
good”, supported by private resources coming from the
different stakeholders acting in perfect harmony with their
common scope. At the same time, stakeholders reinforce
their engagement for the good of all.
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At this point, another feature of our way of working comes
into play: precisely by transferring responsibility to the
different stakeholders of the community where a project
is being implemented, all the CSR projects become tailor-
made to the cultural and geographical peculiarities, thus
removing the enduring traces of colonialism which often
emerge within some CSR strategies.

CSR led to the birth of a new entrepreneurial generation,
to a new model of enterprise based on ethics since the
very beginning. Several faculties and university courses,
teaching this new way of doing business, have been
created especially in emerging countries.

We tried to integrate our work with the MDG framework.
Then, we realized that we have been operating in the
“MDG way” for many years, and delivering results since.
Now, after almost thirty years, the answer is there, it is
replicable and sustainable, as the current many projects
clearly attest.

Today, as we stand together, our strength is to see our
academic institutions flourishing, and our students
empowered and succeeding in their respective societies.
We all benefit from Professor Antonio Meneghetti’s
precious foresight, which places our institutions at the
“avant-garde” of international teaching and training with
its additional components of corporate social responsibility
(CSR).

MicHiELE VIANES, PRESIDENT, REGARDS DE FEMMES

The MDGs have not been fully achieved since 250 million
of children and their families remain unregistered, and
millions of children are born every year without being
registered. This denies them the most basic right: an
identity. These children are basically invisible; their rights
are limited to basic healthcare, education, and basic social
benefits such as housing and social protection. Often, the
most disadvantaged and marginalized children are affected
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the most, such as those from rural areas, indigenous
communities or children with disabilities. Girls are
affected more than boys. Lack of proper documentation
is an impediment to countering early marriage, human
trafficking and the exploitation and abuse of children.
Formal registration at birth is critical for gender equality.
The lack of registration seems to impact girls, who are
denied a formal identity, and mothers as well, whose
children are unregistered. The Convention, aimed at
eliminating all forms of discrimination against women,
clearly states that women have equal rights with respect to
the nationality of their children. Why is this not happening?
Laws allowing discrimination and excluding women are a
continuing problem, such as those forbidding a woman to
independently register a child. Women face great difficulty
if the father is absent, if they are single mothers, and if
they do not have equal rights with regard to the nationality
of their children. Regards de Femmes and several NGOs
in Francophone Africa are working to remedy these issues
in a number of countries. We are proposing a standalone
goal on gender equality for post-2015, including a proper
indicator for birth registration coverage.

What needs to be done? Firstly, governments need to
eliminate discriminatory practices and laws against women
and girls. This includes ensuring equality of spouses with
regard to registration. Secondly, they need to ensure that
registration becomes compulsory, free and accessible
without discrimination. Thirdly, families and communities
must be informed of the importance of registration;
community leaders and the media normally play an
important role in raising awareness. Finally, innovative
approaches must be promoted, such as ICT, SMS and
online registration systems. Birth registration, in short,
must be simple, straightforward and available to all. It is a
necessary precondition for all individuals to participate in
social, cultural and civil life, and it is essential to ensure
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the full participation of women and girls in public and
economic life.

STEVE YOUNG, GLoBAL ExXECUTIVE DIRECTOR, CAUX ROUND
TABLE, ST. PAuL, MINNESOTA, US

I'will talk about money. I intend to be somewhat challenging
and not part of the team. The image I thought of was the
story about the emperor with no clothes. How does this
relate to this great moral cause of our time — bringing
economic justice to the people of the world? I want to
suggest that the process we have seen with the MDGs, and
what we will see for the next set of goals, is something like
an emperor with no clothes, in the sense that the goals and
the process do not talk about money. Nothing can get done
unless we have money: Ruth can get nothing done without
it, and can only go so far with volunteers, and someone
had to pay for Pamela’s centres. Someone has to hire a
public official to give birth certificates to every young
child and to maintain a register. Who is talking about
where the money will come from? The current MDGs
are all statements of outcome — we will eradicate extreme
poverty and hunger, but you cannot do so without economic
growth, which is all about creating and circulating money.
Secondly, universal primary education involves school
buildings, teachers, retirement funds for the teachers. How
do you empower women if you do not give them access
to economic activity? How do you reduce child mortality
without education, clinics, doctors, or antibiotics? How
do you take care of mothers without money? How will
you combat diseases such as malaria or HIV without
money? Regarding environmental sustainability, it is very
easy to have a sustainable environment with advanced
capitalism — you just pay a lot of money. You retrofit all
the buildings, increase the efficiency of all engines, and
process hydrocarbons in different ways. Who will pay for
it? Regarding the global partnership for development, I am
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a bit cynical when I hear NGOs and UN people talking
about partnerships with the private sector. It is a request
for charity by civil society and international organisations,
which exposes that reality that neither civil society nor
government generate wealth. The only way they can get
wealth is with a private sector business community giving
it to them through charity and taxes.

That private sector economy needs thoughtful long-term
financial investment, and here there is an alignment to
some extent, because CIFA is channelling the capital to
opportunities to create more wealth. The emphasis of this
approach is different from that of a lot of intermediaries,
who are more interested in short-term gains on investments
rather than long-term wealth creation. The MDGs and
SDGs talk about increasing the capital stock of humanity;
it is an asset-based approach, and the work of capitalism
has to be put at the centre of the process. It should not
be civil society organisations or the UN at the centre,
but business and wealth creation. However, that raises
various problems, such as whether we can trust markets
or whether markets can deliver public goods. We do not
have confidence that markets can deliver public goods,
but we need to talk about that. My suggestion is that the
UN brings in business and domesticates it and trains it,
because without something like work, people will not get
anywhere. Secondly, we need a property system. We hear
a lot of talk about human dignity and entitlements, but
property is the real manifestation of human dignity, because
without this material substructure, we cannot express
our personal dignity and freedom. Finally, the Financial
Standards Board has created a set of standards for nations
to manage their financial and economic structures in a
way that generates growth. The MDGs and SDGs should
be integrated with a set of parameters about how to grow
countries and economies responsibly in a way to generate
money and give everyone a better life.
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Francois LORIOT, PRESIDENT, BAR ASSOCIATION FOR INTER-
GOVERNMENTAL ORGANIZATIONS AND VICE-PRESIDENT, AIFOMD

The MDG issue has been a very personal one for me for the
last 15 years. I was closely involved since their adoption in
2001, in trying to educate people, to promote, implement
and also improve them. Three items in particular emerge
from this discussion for me. Perhaps the most important is
the wealth creation, as without wealth no MDG is possible.
The two other essential aspects are education and justice.
The MDGs began with the Millennium Declaration, which
was adopted in 2000 by 190 ‘states and governments’
officials in New York after a few months of discussion
by experts in camera. When state leaders were invited to
celebrate the new millennium, they were given this piece
of paper and were asked to subscribe to it. The Declaration
was intended to come up with the MDGs.

Most of you might not have been aware of this at that time
but, in reality, it was the first time in History that there
was a consensus to establish a charter of new humanitarian
rights; the only missing piece was money and how to
acquire this vital financial resource. However, even if the
money issue was only theoretical at the time, there were
people who still firmly believed in the charter efforts, and
they must be commended for what they have achieved
with very little money. This shows that when you have the
participation of the community, people will believe in you
and will also contribute, not only in terms of charity but
also because they spot business opportunities, meaning
that the MDGs can also contribute to the economy.
Pamela’s approach has integrated the MDGs into the
educational system, as well as into the CSR concept,
which is very important to help those in the business
sector to go beyond philanthropy. I have seen some of
her achievements in Brazil, where young entrepreneurs
have been able to start successful businesses, despite their
little resources, because they firmly believed that MDGs
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could be instrumental in convincing others. Andrei told us
about the ongoing consultations that will lead to the SDGs.
However, we still have to achieve the first eight MDGs!
At the beginning, MDGs were developed without the
contribution of the private sector, academia or civil society
organizations. However, some improvement emerged, in
that the civil society is becoming increasingly involved.
Moreover, CIFA is attending meetings with member states
of the UN focused on how to recognize the interests of
civil society, as well as those of the private sector, in order
to improve the MDGs’ implementation and define tools
leading to effective results. Therefore, this new opportunity
to engage in exchanges with CSO is extremely important.
Michele told us about those who are born but not registered,
as this situation unfortunately exists in so many countries.
I have observed this in Thailand, India and Brazil. I visited
mines in Bolivia and India where families live day and
night since many years; babies are born there, but there is
no registry, so no census of the population is ever done.
The UN has recognized that 60 million or more people
are in a state of slavery, because they have no identity or
because they work for nothing.

It is a critical situation. They have no access to primary
education because their mothers cannot read or write and
do not even know what registration means. Again, we are
back to the basic MDGs. These basic MDGs do not go back
only to 2000, but to the end of the Second World War, when
UNESCO and the International Labour Organization were
created to develop norms for decent working conditions to
be applied across the world. Therefore, when we speak of
the MDGs, we are speaking of something which we have
been dreaming about for the last 40-60 years, which has
already been codified. However, two things are missing
and they could actually be considered as the ninth and
tenth MDGs. The ninth MDG should be access to justice.
Investors who want to contribute something also need to
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be protected by a system of justice, to ensure that there
are results, that the community benefits, and that there is
wealth creation. That is what CIFA has been doing over
the last number of years — trying to convince States that
they must be investor-friendly, as otherwise there cannot
be investment and wealth creation. The other element
is that those who want to register themselves also need
access to justice. This ninth MDG would be intended to
implement the first eight MDGs, which remains at this
stage little more than a daydream. Access to justice would
give some concrete reality to them. Access to MDG/SDG
education could become the 10" MDG. This has been
missing since 2001, when the MDGs were launched. After
signing up the statement, States’ leaders returned to their
own countries and remained silent; no one spoke about
the important agreement they had just signed up to. There
was no education, no training, no promotion with regard
to what could be done with MDGs, and it was left only
to a few experts at the UN and in other organizations to
implement them.

In conclusion, CIFA should require wealth creation to
preside over the new SDGs; before claiming any new
humanitarian goals, we need to know how they will be
financed, with what resources they will be achieved. In
second place, there should also be education and training
as to what SDG mean, how they will be articulated, and
how they can be put into operation. Finally, justice remains
necessary for the new SDGs, to ensure that there exists the
possibility of justice recourse in case of dissatisfaction or
wrongdoings or when the parties involved are deprived of
their right to benefit.
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Protection of the Private Sphere, the Fight
against Terrorism and Internet Surveillance:
How to Reconcile these Priorities?

RAEGAN MACDONALD, SenNior PoLicy ANALYST, ACCESS,
BRUSSELS, BELGIUM

Access is an international non-profit organisation that
defends and extends digital rights all over the world. It
combines policy, technology and a global movement
of users to fight for open and secure communications.
I will share some thoughts on privacy and security. We
are approaching the first anniversary of the disclosures
of former NSA contractor Edward Snowden. These
disclosures reveal the extent of the surveillance undertaken
by the NSA and its partners, but what is frightening is
that we have only scratched the surface, and what we do
know is chilling. Every email, Facebook post, phone call
and bank transaction can be intercepted, and inferences
about you can be drawn. This capacity is not limited to the
NSA or GCHQ, but any intelligence agency with adequate
resources and sophistication can undertake it, and details
about your personal life have more than likely been put
into a database, where inferences about your revenue, your
tastes, your political beliefs, your spirituality and your
sexuality can be inferred. Those seeking to infringe on
our privacy argue that it is necessary for security, but this
supposed balance is a false one — when privacy is pitted
against security, it is a lose-lose situation for citizens and
for business, leaving us with neither.

What are we left with? Governments are increasingly
failing to uphold human rights and the rule of law. The
revelations on mass surveillance have made public the
appetite of governments to collect data on populations
without regard to due process or the principles of necessity

30



and proportionality. This approach means that everyone is
increasingly viewed as potential suspects by governments,
and moreover, governments have long been undermining
the security of communications infrastructure through the
deliberate weakening of encryption standards, coercing
companies to build in vulnerabilities, or active exploitation
of known vulnerabilities. This is done to facilitate
surveillance in the name of national security, but leaves us
with deliberate national insecurity. However, it does not
end there — in addition to being coerced, companies are
not implementing sufficient security standards. Further,
many companies operate on a model of collecting and
interpreting user data for targeted advertising. Recent
studies have shown that some companies can know more
about us than we know ourselves. The result of these
security threats is that users are deprived of the control
needed to protect against the risks they may be exposed
to, such as identity theft, online fraud or worse. There may
always be a need for limited surveillance, but this must
be for legitimate national security or law enforcement
purposes, and must be conducted with judicial oversight
and respect for due process. It is important to reflect on
where we go from here. We need to restore the trust we
have lost and to restore predictability over the rule of law
and the protection of our rights and freedoms. All sectors,
business, civil society and government, have important
roles in securing the right to privacy.

Dr Hans GEIGER, Pror. EMERITUS UNIVERSITY OF ZURICH,
SWITZERLAND

Raegan explained how dangerous the intrusion of the NSA
was into the private sphere. I would ask whether that is the
biggest problem, and would argue it is not.

I want to look at three documents of the many thousands
disclosed by Snowden, just by way of illustration. The
first one discusses the five classes of access, and if you
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look at the map, you can see it is worldwide. The next
one illustrates electronic data collection, and shows that
it is very intensive in the Near East, and quite intensive
in China, Germany and the US. The third one shows the
intensity of data collection on mobile phone location,
which shows that at the end of 2012 there were five billion
registrations per day. My question is whether these NSA
activities are a major problem for the private sphere,
and I say it is not. Why? The NSA’s problem is finding
a needle in a haystack, or more precisely, how to find a
blade of hay in a haystack. This job needs thousands of
very well-educated and trained people, meaning bankers
and financial advisers. You are the solution to the problem,
not for the private individual, rather for Big Brother.
Why is this? We all follow the international standards on
combating money laundering, the financing of terrorism
and proliferation rules, as given in FATF-GAFI 2012. This
was officially developed to promote policies to protect
the global financial system against money laundering,
etc. However, the third rule says that the widest range
of predicated offences should be included if possible,
and the ninth that the private sphere has no priority, in
other words, that secrecy laws should never inhibit the
implementation of the over 40 recommendations. The 11"
rule says banks should keep all records for five years to
enable them to comply swiftly with information requests
from the competent authorities — the latter meaning Big
Brother, and ‘swiftly’ meaning easily and secretly. The
20™ says that if a financial institution suspects that funds
are the proceeds of criminal activity — and remember that
there should be the widest possible interpretation — they
are required by law to report the suspicion to the Financial
Intelligence Unit. The 21% says that financial institutions
are protected by law from civil and criminal liability for
breaches of any restrictions on disclosure of information.
Furthermore, they are prohibited from disclosing the fact
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that a suspicious transaction report has been filed. There
are some areas which are highly risky, and private banking
is among them, so there is increased liability to carefully
monitor all transactions and business.

Regarding the list of predicated offences, I could ask you
to find a single offence that is not included. Anything you
do wrong is a reportable offence, including tax crimes or
corruption. Corruption is an interesting subject; there is
a Corruption Perception Index, set up by Transparency
International, which classifies corruption in various
countries. They very good countries are the Nordic
countries, and include Australia, Singapore, Canada and
Switzerland. The US is at the end of that group, so it is not
too corrupt. The next group includes France, and Spain;
Italy is in position 69, with an index of 43. Now, if you
do business with Italian clients or work for an Italian
company, you have a problem, because you are supposed
to be working in a corrupt environment where you have to
report whatever you do. You have an even bigger problem
if you are from Argentina. Therefore, you as advisers are
the solution for Big Brother, and the problem for your
client.

DaNiEL COOPER, PARTNER, COVINGTON & BURLING, LoN-
poN, UK

I would like to return to philosophical principles. I will
take the various questions that were raised by the panel and
present my opinion. I am a privacy lawyer, and I advise
on European Data Protection laws. I have seen a lot of
companies struggle both with protecting the information
they amass from consumers and with responding to
government access requests, which they are seeing more
of, so it is a difficult time for them.

Let me start with the first proposition. Does the fight
against terrorism and the endeavour towards security
require the total destruction of the private sphere, public
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freedom and economic freedom? The answer is no; it is
about finding the right balance. Privacy is understood as a
fundamental value, but so is security, and there are times
when it is important to protect it. We make this balance on
a micro level every day of our lives, and it also happens
on a macro level. The key is getting that balance right, and
one of those things we have learned from the Snowden
disclosures is that we might not be getting it right. My
next theme is that it should also be about transparency.
What shocked a lot of people was how much was going
on without their being aware of it; others said they
should have been aware of it already, but what shocked
many people was how intense it was. Therefore, in order
to make informed judgements about balance, we need
to transparency about where it takes place and how it is
performed. Some of the legal norms are the appropriate
ones to apply and should not be changed, such as the
concepts of proportionality and necessity found in Article 8
the European Convention on Human Rights. For example,
the European Court recently struck down the European
Data Retention Directive, under which communications
and traffic data would be retained for between six months
and two years for use by law enforcement and intelligence
agencies. The Court found that it was disproportionate
given the threat. That is a good example of getting the
balance right, where lawmakers have to decide to pull
back on the more intrusive exercises and establish a more
reasonable balance. Secondly, is the protection of the
private sphere compatible with the Internet? The answer
has to be yes, but the problem is that regulation is at such
a nascent stage, and companies and governments are
struggling to understand the regulatory environment about
access to information. Interestingly, a lot of national laws
are starting to be applied extraterritorially in this area. A
few years back the European Data Protection authorities
issued a paper stating that any website deploying cookies
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triggers EU Data Protection law. The regulators never
actually enforced this, but they were anxious to ensure
there was some regulation in that space.

We have to restore some degree of regulation over Internet
activity and some protection of privacy, and there are two
solutions. Firstly, it will involve stronger regulation, and
this is being driven on the European side by proposals
for new European Data Protection regulations, including
specific protections for Internet privacy, one being the
right to be forgotten. Further, under this new regulation
we might see users able to take their data with them when
they move service providers. Secondly, there is also a role
for technological solutions, whether through enhanced
privacy settings or identity management. Finally, the
panel is asked who owns the information on the Internet.
My view is that, while everyone has an interest in their
own information, it is probably inappropriate to give
rights over it. Information is what creates e-commerce
economies, and creating hard rights would create a
chilling effect. What we should do is to create a system
of rules establishing accountability that anyone handling
that information has to abide by; businesses need to be
transparent, to use adequate security and be responsible in
handling government access requests.

Pierre CHRISTODOULIDIS

I will address the first question to Raegan. Louis Brandeis
in his 1890 essay believed that the right to privacy was
part of the common law, which is not really the case in
real life. The EU enacted its Data Protection Directive
in 1995, which highlights consumer protection and
individual privacy, and its central concept is that personal
information cannot be collected or used for other purposes
than initially intended to without express individual
consent. What would you say about this principle, which
is obviously violated by states?
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RaecaNn MACDONALD

The right to privacy is a fundamental right in the EU, both
with respect to a right to a private life and also to protection
of personal data. The issue of how this translates into the
digital environment is complicated, and it relates to the
idea of balance. It comes down to how much you are able
to control your life and information. This does not mean it
has to be applied in a black-and-white way; a relationship
has to be cultivated, and this is why rules and principles
are important. The new EU Data Protection regulations
will make the rules much clearer and more enforceable;
many of the rules give more control to individuals over
their data and also information about who can access
their data. Companies should also be more transparent in
their data processing and should practice data protection
techniques, such as only collecting data for strictly defined
purposes. All these principles are in this legislation, and it
creates a good balance.

Pierre CHRISTODOULIDIS

Judith Jarvis Thomson believes that privacy issues can be
addressed in terms of violation of property and personal
rights, which is the reductionist approach, whereas
Richard Posner has a more materialistic approach, in that
data should be protected, because when accessed it loses
its value. However, he is much more adamant concerning
the defence of corporate privacy. Some theorists relate
privacy rights more to the notion of liberty and autonomy
than others. What is your opinion?

Hans GEIGER

Privacy will be better protected between individuals and
between companies, but this does not apply to the State.
The State has a right to all your information but cannot
exercise it due to lack of resources, so it uses the banks,
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and the banks are not even allowed to tell you about it.
The big issue is not between private individuals, but
between individuals and the State or the company, and this
Directive does not help with that.

Pierre CHRISTODOULIDIS

Is privacy tied to liberty or security?

RaecaNn MACDONALD

We should aim to have both. We can use technology and
participate in a digital world, but we have to be aware of
the exchange we are making and to ensure it is necessary
and proportionate. The ‘Underwear Bomber’ was enough
to introduce body scanners in the EU. When the scanners
were first introduced the images were stored and shared by
TSA agents; that is not a necessary and proportionate way
of doing it. Now they have different scanners that do not
store data and do not give identifying characteristics; that
is a more reasonable approach.

DanteL COOPER

The problem with the privacy and property rights issue is
that it assumes perfect information and equal bargaining
power; if government decides you are to be subjected to
intrusive security technologies, you do not have much say
in it.

PierrRe CHRISTODOULIDIS

That relates to the question of privacy versus security, but
what we want to know is why this collection of information
is becoming so all-pervasive. The private sphere has
never been more threatened as since the advent of these
technological advances. Who will stop this threat? Where
does all this information go and why?
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DanieL COOPER

Private enterprises are effectively becoming intermediaries
for the government, because they can amass all this
information in a way that was not possible previously,
and it is interesting both for their own enterprises and for
government. It is a worrying trend, and I do not know
how to address that other than through legal oversight
and principles to ensure government acts reasonably and
proportionally.

Pierre CHRISTODOULIDIS

Is the issue of privacy related to liberty? We are paying
these people to make it work, but not to spy on us.

Hans GEIGER

The technological environment has changed, so the rules
of society have changed as well. You have the option of
not using a cell phone, an aeroplane or the Internet, but
if you want to take advantage of these possibilities you
lose something. It is important that you know what you are
losing and what is being done with your data. We did not
have car accidents before we had cars.

Raecgan MACDONALD

That was because people were driving drunk and did not
have seatbelts. You are free to opt out, but this is how
people communicate and connect. However, we also need
privacy and trust, because we depend on the Internet to
manage critical infrastructure, conduct business and
banking. We need to tell governments that blanket mass-
surveillance is not okay, and that it is not okay for other
countries to collaborate with these spy agencies for no
reason. We are innocent until proven guilty by a court, but
when under mass surveillance we are all presumed guilty
at some point, and all this data can be used against us. That
is not liberty.
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Pierre CHRISTODOULIDIS

Who should guarantee the privacy of individuals? Who will
hold the State accountable for taking your information?

DanieL COOPER

Perhaps the European model of independent regulatory
oversight by courts is a good model. There has to be some
degree of accountability through a court system. Regarding
the earlier question, you have to trade off some privacy
to ensure a degree of liberty; JS Mill said that there have
to be restrictions on liberty so that everyone can enjoy it,
and you may have to face restrictions on privacy to have a
secure life. It would not be a good idea to enshrine privacy
so that governments could not act on a proportionate and
reasonable suspicion. It is about getting the balance right.

Dan BRENNAN

It was suggested on a BBC programme that the government
security agency had real-time recordings of telephone calls
planning the Enniskillen bombing. The government would
not confirm or deny whether there was such evidence
because the security interests were too great. Should
the government be able to frustrate a prosecution by not
providing evidence? Secondly, regarding international
terrorism, it is plain that they plan over electronic
communications, and that information is passed around
the world between different agencies. How do we stop that
activity effectively?

Pierre CHRISTODOULIDIS

When it is related to public safety, other norms should
apply, but to use these methods when people are engaging in
normal activities, then the implications of this information
gathering start becoming dangerous. I do not think that
the police would look at insurance records if they were
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looking for a bomb; in the case of a criminal issue, they
should do their traditional work, with new tools, but not
pre-emptively.

Steve YOUNG

The concept of privacy is subject to a reasonable
expectation in the 4" Amendment of the US Constitution.
Who gets to set the reasonable expectations? When you
are going on the Internet in China, you get a screen from
the security services which gives nine conditions for
accessing the Internet, one of them being that you have
no right of privacy. This is taken from the West; when we
download Facebook we get a long contract which nobody
reads, and we bind ourselves to it. The Chinese seem to
have invented a way forward for the security state, where
you have no expectation of privacy if you use the Internet.
What is the answer to that?

DanieL COOPER

That points up a fundamental difference between US
and European perceptions. US businesses will frequently
extinguish any expectation of privacy among workers,
whereas in Europe the attitude is that it is a fundamental
right. I would personally prefer the European model, being
an employee who thinks there should be some reasonable
expectation of privacy. The concern would be where the
state adopts such an approach.

RaEcaN MACDONALD

Coming back to the question about fighting terrorism,
it does have an international flavour, but what we are
looking at is what we have to give away in order to fight
it. I will give you two examples of legislation where this
blank-check excuse has been used. The Data Retention
Directive, which has been declared invalid, was put in
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place in 2006, immediately after the London and Madrid
bombings. Since then, the European Commission has
never been able to demonstrate why it was necessary or
how it stopped terrorism or crime. However, it did provide
a lot of useful information to law enforcement in various
member states. The Polish police used it for divorce
cases, whereas in Ireland the Justice Minister told the
police to stop using it as a social network. Those are not
legitimate uses. The second example is SWIFT. There is
an international agreement called the Terrorist Financing
Tracking Programme, under which the US has access to
every transaction through SWIFT, but to this day it has
not been able to solve or prevent any terrorist attacks on
its basis. However, there is quite a bit of espionage that
goes on through it, both on corporations domestically and
internationally, and against us. That was another of the
Snowden revelations.
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Theme 1: World Growth
After the Crisis, the Recovery?
Is the Liquidity Created by Central Banks
Sufficient to Create Growth?

MyreT ZAKI, DepuTYy EDITOR-IN-CHIEF, BILAN MAGAZINE,
GENEVA, SWITZERLAND

We will start by asking whether there is really a recovery,
how sustainable is the recovery in the US, whether growth
is returning in the wake of the QE experiment, and whether
the liquidity created by central banks is really fostering
growth. Michel Girardin is a well-known economist, and
is a professor of economics and finance in Geneva and
Lausanne. He founded MacroGuide in 2013 after having
spent 25 years as chief economist in the Swiss banking
sector. He has also run equity and hedge funds.

MicHEL GIRARDIN, FounpER OF MACROGUIDE, LECTURER
AT THE UNIVERSITY OF LAUSANNE AND GENEVA, SWITZERLAND

I have identified four main issues, the first being how
sustainable the recovery in the US and Japan is. Secondly,
we regularly hear the IMF warning of deflation in the
Eurozone. How serious is this? Thirdly, we are keen to
rely on the growth potential of global markets. Is this still
the case? Finally, we will put all this together and explore
the issue of what growth might rely on, and whether it is
possible to grow out of the debt problem. Starting with the
US and Japan, when you talk about recovery and the US
economy, or indeed any economy, you have to talk about
central banks. We can start by saying that the larger the
balance sheet, the more difficult it is for the Fed to explain
what it is actually doing. I teach a course just on that, and
it is very hard to explain what a central bank is doing
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when it has an unconventional policy. There is an inverse
relationship between the size of the Fed’s balance sheet
and the height of its Presidents, starting with Paul Volcker
in the 1980s. It is the opposite in Switzerland, where the
correlation is positive. The Swiss National Bank (SNB)
is the most aggressive central bank in the world, with a
balance sheet that is 85% of GDP. When we talk about
central banks, the Fed is the only one, with the possible
exception of Switzerland, which has a dual mandate.
Normally a central bank focuses solely on inflation, with
the notion that if you take care of that, the economy takes
care of itself. The Fed has actually stated that it wants
full employment, so under Greenspan, Bernanke and
Yellen, though she has moved away from quantifying the
employment targets, the idea is that the Fed will keep a
loose hand on the liquidity tap as long as unemployment
reaches its target of 6.5%. We are almost there, which is
probably why it has said that it wants to enlarge its spectrum
of indicators. We see a fall in the unemployment rate, and
we know that the Fed will keep accommodative monetary
conditions as long as it is unsure that the rate is trending
down, but we see that part of the fall in the unemployment
rate from 10% to 6.5% is due to the decreasing participation
rate, either because of the ageing population or because of
discouraged unemployed dropping out of the labour force.
Therefore, we cannot be sure that the drop in unemployment
marks an improvement in the US economy, which is
why the Fed will probably continue exiting gradually its
unconventional policy, reduce its purchases of bonds and
mortgage-backed securities, and raise interest rates next
year. When we talk about the US economy, the changes
in GDP are pointing in the right direction, and monetary
policy remains very loose. We also see that when this
trend reverses, it has always been followed by a recession.
So if the monetary policy is no longer accommodative,
it will be a sign that the US economy is doing well and
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recovering. The good news is that the US economy is back
into recovery; the bad news is that the engine is the same
that propelled it into the crisis of 2007; i.e. much of it is
due to improvement in the housing sector. Looking at the
affordability index, highlighting mortgage payments as a
percentage of median family income versus the average,
if we assume that the Fed starts tightening rates next year
and the mortgage rate starts going up, along with housing
prices and disposable income, then the percentage paid on
mortgages will go back to the peak it reached before the
crisis. We still have some time, and we hope to find some
new engines for growth other than lowering interest rates,
boosting housing and creating a credit bubble. Regarding
Japan, also an economy which is heading into recovery,
the Bank of Japan is aggressively printing money. Its
target is to double the base money supply, with an inflation
target of 2%. The problem in Japan is that inflation is
negative. People might ask why, if inflation is a problem,
there is also a problem with negative inflation. The first
problem is that it not only raises the debt burden but also
the cost of capital, raising interest rates. More importantly,
falling prices tend to encourage deferred purchases and
reduced consumption. Inflation is currently back into
positive territory, which is good news; the bad news is that
much of this inflation is due to the fall of the Yen, a clear
consequence of money printing, and less so because of an
overheating economy. [ always say there are three types of
inflation, the good, the bad and the ugly. Good inflation is
where the economy overheats, and demand grows in excess
of supply; that is what the BoJ is targeting. Bad inflation is
due to the oil price, and the ugly type is a possible, though
very unlikely, consequence of a loss of confidence in paper
money, resulting in hyperinflation. We can say that Japan
has inflation, but it is the good type and it is below wage
increases, so real wages are still negative. Abenomics has
three so-called arrows, the fi