Summary of the Draft Guidelines on
Economic Reform Policies and Foreign Debt
1.  General Context 

· Reference to International Covenant on Economic, Social and Cultural Rights (ICESCR) among other UN human rights treaties such as International Convention on the Elimination of All Forms of Racial Discrimination (ICERD), Convention on the Rights of Child (CRC), Convention on the Elimination of All Forms of Discrimination against Women. 
· The rights guaranteed by ICESCR include:

· Right to work including earning one’s living, safe and healthy working conditions, and forming and joining trade unions,
· Right to social security including social insurance,
· Right to protection and assistance for the family and children,
· Right to adequate standard of living, including the rights to adequate food and to adequate housing,
· Right to the highest attainable standard of physical and mental health including reduction of infant mortality, healthy child development, environmental hygiene, and disease control,
· Right to education including compulsory primary education and access to higher education, and
· Right to take part in cultural life.
· States obligations to take steps individually and through international assistance and co-operation, especially economic and technical, to the maximum of their available resources, with a view to achieve progressively the full realisation of the rights recognised.

· States’ immediate obligation to guarantee economic, social and cultural rights can be enjoyed without discrimination, to ensure availability of accessible mechanisms of redress, and to take concrete and targeted steps to move as expeditiously as possible towards the full realization of economic, social and cultural rights. 

2.  Character of the Guidelines

· While the above-mentioned human rights obligations are legally binding, these guidelines are voluntary, taking into account the right of States to self-determination and sovereignty. The guidelines emphasize the implications that debt and economic reform policies might have on the protection and implementation of these rights.
· The exercise of the basic rights of the people of debtor countries to food, housing, clothing, employment, education, health services and a healthy environment cannot be subordinated to the implementation of structural adjustment policies and economic reforms arising from debt (Commission on Human Rights resolution 2000/82). 
· States are encouraged to elaborate their own context-specific standards, benchmarks and indicators. These guidelines are intended to highlight necessary steps towards realising economic reforms and foreign debt management, consistent with human rights principles.
3. Guidelines on Foreign Debt
a) A New Debt Sustainability Framework 

· Debt sustainability analysis should take into account the impact of debt service on a country’s ability to fulfil its obligations under international human rights law. Objectives, benchmarks and indicators need to be established to quantify financial needs to achieve this. 
· MDGs can be used as transitional benchmarks until the above mentioned country specific objectives, benchmarks and indicators become available. Debt sustainability should ensure achieving MDGs on time. While the MDGs stress development outcomes, participatory and transparent processes of development need to be given due attention.

· Domestic peer review mechanisms, including participation by parliaments and civil society, should complement the current debt sustainability analysis. 
b) Debt Relief Operations
· Debt relief as well as direct budgetary support provide additional fiscal space, which is essential for realising human rights. Debt relief, therefore, must be additional and should not be offset by reduction in international development aid. 

· The decision on debt relief should be guided by the debt sustainability analysis taking human rights into account. The objectives and conditionality attached to granting debt relief should be in line with human rights objectives.
· Borrowers and creditors share responsibility on illegitimate debt and its cancellation. For this, criteria need to be developed to determine the illegitimacy of debt. 

c) New Loan Agreements
· Creditors and borrowers share responsibility with regards to new loans and debt sustainability of future debt burden (Monterey Consensus). This joint responsibility extends to the impact of loans on the enjoyment of human rights. The performance of each loan should be monitored by both the borrowers and creditors, and the agreements should allow review of loan conditions.  
· Before new loan agreements are signed, borrowers and creditors should assess and consider the economic and social impact of debt service obligations. Obligations arising from new agreements should not impair the institutional and financial capacity of borrowers to fulfil economic, social and cultural rights, including response to any disasters or crises. Borrowers should not accept non-concessional loans if a human rights inspired analysis indicates a serious risk of debt distress.
· Non concessional loans to poor developing countries should only be granted for productive purposes, creating economic return to allow service and pay the debt. In all other cases, highly concessional loans or grants should be considered.

· New loan agreements with poor developing countries should consider innovative and flexible debt service mechanisms such as linking the debt service to the pace of economic growth and social development. Safeguard clauses stipulating a conversion of loans into grants in case of certain external shocks should be considered.
· The international community should agree on common lending principles in cases of potentially unsustainable debt situations. These could include debt relief, debt swapping, and shifting to highly concessional loans and grants. Human rights based debt sustainability analysis should be commonly used to estimate the minimum share of development assistance that should be provided in the form of grants. Technical support services to underpin debt management capacity, including establishment of national debt management offices, are encouraged.

· Both the negotiations and implementation of loan agreements should be transparent and open to public scrutiny.  Transparency and government accountability reduce opportunities for misuse of the public funds and accumulation of illegitimate debt. National public debt committees, including representatives from the Government, Parliament and civil society, should be established to assess conformity of loans with the countries’ development objectives.
d) Efficient Use of Policy Space 
· The borrower should be fully responsible to use the additional fiscal space provided by debt relief in order to ensure fulfilment of economic, social and cultural rights. Human rights principles should be integrated into the cycle of national budgeting processes, including participation by stakeholders in decision making and oversight by the legislature. 
4.  Guidelines on Economic Reform Policies

a) General principles

· The process and the outcome of elaborating poverty reduction strategies should be human rights based, and the strategies should identify the fulfilment of human rights obligations as a key objective. As the pace of progress towards full realisation of human rights partly depends on international cooperation, States have obligations to ensure efficient use of resources.

· The implementation of every economic policy element should be always preceded by in-depth human rights impact assessments. Where social impact assessments are undertaken, their scope should be widened to include human rights, and such assessments should be carried out through broad consultations with human rights organizations and other civil society groups. The results of the assessment should be made public.

· Negotiations with international partners regarding economic reform elements should be transparent and open to public scrutiny. The capacity of right holders to effectively claim their rights has to be part of any economic reform process. The role of parliamentarians should be strengthened. 
· IFI shareholder countries are bound by international human rights law, and they should undertake to harmonise the institutions’ Articles of Agreement with international human rights requirements. IFI policy advice should promote progressive realisation and exclude retrogression of a country’s human rights standards.
b) Macro-economic stabilisation

· Macro-economic stability can contribute to the reduction of poverty and the achievement of human rights. Macro-economic instability can have a negative impact on human rights, particularly for vulnerable groups. 

· Macro-economic policy should not be separated from social objectives. Difficult trade-offs are often required such as price stability versus extended public expenditure. While stability benchmarks should be defined on a case by case basis, existing social programmes and expenditures, in particular those benefiting the poor and vulnerable groups, must be protected from budgetary reduction.
c) Trade

· Human rights obligations should play a major role when preparing trade negotiation positions. Trade negotiations and policy should be based on economic and social impact assessments including an analysis of the potential impact on human rights.  

· Any trade liberalisation decision must be based on an assessment concerning the liberalisation effects on domestic economic sectors, the balance of payment, employment and public finance by sector and if necessary product by product. The human rights impact of potential erosion of trade preferences of the poorest countries should also be part of the assessment. 
· Trade liberalisation must be designed and sequenced with a view to protect and improve the enjoyment of human rights. In particular, the possible negative impact of better export opportunities of agricultural goods on the domestic right to food should be given special attention. Adequate transition period should be given to protect local producers. Strategic goods and services such as drinking water and health services should be excluded from liberalisation. The impact of trade liberalisation on public finance such as reduced custom duties should be considered.
· Agreements of trade liberalisation between poor countries and developed countries should include adequate aid packages addressing the supply side constraints, strengthening the competitiveness of domestic sectors and providing safety-nets.
d) Social Sector Reform

· Structural reforms impacting economic, social and cultural rights, especially health and education reforms (including higher education), should be guided by international human rights obligations. The issue of access with the introduction of user fees is crucial, and progressive abolition of fees and other charges has to be a part of reform agenda.  

· Subsidies can be an important tool to ensure equal and non-discriminatory access to economic and social rights such as health and education.
e) Privatisation

· When taking privatisation decisions, States have responsibilities to ensure that adequate legislative and regulatory frameworks as well as monitoring capacities are in place, in order to ensure that human rights standards are respected by private providers. States must take different forms of ownership into consideration, in order to ensure that affordable quality services remain accessible for all the segments of the population. 

· States remain primarily responsible to ensure that actions of private enterprises do not undermine human rights obligations. International support should be considered if capacity building of government institutions is needed.
· Foreign loans and other international assistance should not be tied to any pre-conditions regarding a specific type of ownership of key enterprises.

f) Governance

· Transparent, responsible, accountable and participatory government, responsive to the needs and aspirations of the people, is the foundation on which good governance rests, and that such a foundation is a sine qua non for the promotion of human rights (Commission on Human Rights resolution 2000/64) 
· Economic reforms should be geared towards development of an efficient public sector that delivers quality public services related to a State’s human rights obligations. The budgeting process and programming of foreign aid should be based on human rights obligations and rights based processes.
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