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Trade wars on the horizon?

The Donald Trump administration is threatening to take action
against countries it deems to be engaging in unfair trade practices
with the US. Such moves could spark damaging trade conflicts
which may roil an already fragile global economy.

@® On the brink of a new trade war? — p2

Also in this issue:

First as tragedy, now as farce After neoliberalism, what next?

p5 p8

Leadership failure perpetuates How EPAs can undermine
stagnation p6 African agriculture p10




THIRD WORLD
Economics

Trends & Analysis

131 Jalan Macalister
10400 Penang, Malaysia
Tel: (60-4) 2266728/2266159
Fax: (60-4) 2264505
Email: twn@twnetwork.org
Website: www.twn.my

Contents

CURRENT REPORTS
2 On the brink of a new trade war?

3 Indigenous peoples continue to face
challenges to their rights

OPINION
5 First as tragedy, now as farce

6 Leadership failure perpetuates
stagnation

ANALYSIS
8 After neoliberalism, what next?

10 How EPAs can undermine African
agriculture

THIRD WORLD ECONOMICS
is published fortnightly by the Third World
Network, a grouping of organisations and
individuals involved in Third World and
development issues.

Publisher: S.M. Mohamed Idris; Editor:
Chakravarthi Raghavan; Editorial Assistants:
Lean Ka-Min, T. Rajamoorthy; Contributing Edi-
tors: Roberto Bissio, Charles Abugre; Staff: Linda
Ooi (Administration), Susila Vangar (Design),
Evelyne Hong & Lim Jee Yuan (Advisors).

e Annual subscription rates: Third World coun-
tries US$75 (airmail) or US$55 (surface mail); In-
dia Rs900 (airmail) or Rs500 (surface mail); Ma-
laysia RM110; Others US$95 (airmail) or US$75
(surface mail).

e Subscribers in India: Payments and enquiries
can be sent to: The Other India Bookstore, Above
Mapusa Clinic, Mapusa 403 507, Goa, India.

e Subscribers in Malaysia: Please pay by credit
card/crossed cheque/postal order.

o Orders from Australia, Brunei, Indonesia, Phil-
ippines, Singapore, Thailand, UK, USA: Please
pay by credit card/cheque/bank draft/interna-
tional money order in own currency, US$ or euro.
If paying in own currency or euro, please calcu-
late equivalent of US$ rate. If paying in US$, please
ensure that the agent bank is located in the USA.

o Rest of the world: Please pay by credit card/
cheque/bank draft/international money order in
US$ or euro. If paying in euro, please calculate
equivalent of US$ rate. If paying in US$, please
ensure that the agent bank is located in the USA.

Visit our web site at http://www.twn.my.

Printed by Jutaprint, No. 2, Solok Sungei Pinang
3, Sungai Pinang, 11600 Penang, Malaysia.

© Third World Network

CURRENT REPORTS RIEUE]

On the brink of a new trade war?

The world is on the edge of trade conflicts as US President Trump
decides on actions to take against countries he calls “trade cheaters”.
Martin Khor considers the outlook for Malaysia, in this article originally

written for a Malaysian daily.

Are we on the brink of a new trade war
unleashed by the Trump administration?
It would appear so from reports that
the United States President is preparing
a variety of trade measures aimed at
what he calls “trade cheaters”. Donald
Trump is obsessed with countries hav-
ing a trade surplus with the US and
wants to drastically turn that around.

Although China is on top of the US
hitlist, Malaysians cannot be complacent.

First, in any trade war between gi-
ants, Malaysia will probably be caught
in the crossfire. For example, if some
Chinese exports are blocked from enter-
ing the US, Malaysian companies sup-
plying components to the Chinese com-
panies manufacturing the exports will
have their business reduced, and jobs in
Malaysia will be lost.

But more importantly, Malaysia is
on the “hitlist” of 16 countries targeted
by the US for investigation as to whether
they have cheated or used unfair prac-
tices in their trade with the US. A US
Commerce Department report on these
countries, and what actions should be
taken on each of them if found “guilty”,
is due anytime now.

Those countries with which the US
has the biggest trade deficits are on the
list. In 2016, the US had a $24.8 billion
deficit with Malaysia. The deficits were
$22 billion in 2015, $17.5 billion in 2014,
and $11.5 billion in January-June 2017.
Malaysia is by no means among the
countries with the largest surplus against
the US, but $25 billion is not a small
amount.

Countries with the largest trade sur-
plus vis-a-vis the US are China ($347 bil-
lion in 2016), Japan ($69 billion), Ger-
many ($65 billion) and Mexico ($63 bil-
lion).

Other Asian countries being probed
are Thailand, Indonesia, India and Viet-
nam. Many are outraged they are being
investigated for being “trade cheaters.”

“Malaysia is not taking advantage
of the US in our bilateral trade”, and the
bulk of Malaysian exports to the US are
electronic products made by US compa-

nies, Malaysia’s Second Trade and Indus-
try Minister Ong Ka Chuan told national
daily The Star in April.

That is true. The US companies are
indeed using the cheaper labour in Ma-
laysia and enjoying higher profits by pro-
ducing here and exporting components
back to the US. That doesn’t make Ma-
laysia a trade cheat.

But in Trump’s worldview, the relo-
cation of American companies abroad is
itself a corporate sin. “Thousands of fac-
tories were stolen from our country,” he
declared when announcing the probe on
“cheaters.”

The outcome is thus unpredictable.
The report may exonerate Malaysia or it
may instead recommend measures to
“punish” the country. In the latter case,
Malaysia would then need to plan with
the other victims on what counter-mea-
sures to take.

Section 301 threat

Another sign of imminent trade con-
flict is the recent signal that US trade of-
ficials are planning to revive the Ameri-
can trade weapon known as “Section
301”.

The US often made use of Section
301 of its domestic trade law in the 1980s
and early 1990s to threaten and punish
its trade partners whose exports troubled
local producers or whose practices were
seen as unfair.

To the rest of the world, the unilat-
eral actions under Section 301 were seen
as outright protection and were feared
and detested. One key reason many
countries agreed to set up the World
Trade Organization was to counter Sec-
tion 301; they were assured Section 301
and actions under it would become ille-
gal under the new WTO rules.

Since the WTO’s establishment in
1995, the US has restrained itself from
using Section 301, except in some cases
where it was successfully challenged at
the WTO.

If the Trump administration were to
revive the use of the hated Section 301
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and apply it liberally, it would cause out-
rage and trigger retaliatory moves. That
would be a straight route to increased
trade protection and conflict, which the
world cannot afford.

“The US trade law Section 301 vio-
lates US obligation under WTO agree-
ments,” said Bhagirath Lal Das, an inter-
national trade expert who was once
Chairman of the General Council of
GATT, the WTO'’s predecessor. “Even if
no specific action is taken by the US Trade
Representative in pursuance of this pro-
vision, the very existence of such a pro-
vision in the US trade law violates Ar-
ticle XVI(4) of the Marrakesh Agreement
Establishing the WTO.”

Another expert on the WTO,
Chakravarthi Raghavan, Editor Emeritus
of the South-North Development Monitor
(SUNS) bulletin, wrote: “Any US moves
to use Section 301 of its trade law to take
action (other than those allowed under
WTO agreements) would be a violation
of US undertakings given to a WTO
panel by the Clinton administration in
one of the early disputes that came be-

fore the WTO. Any trade action or mea-
sure has to be in compliance with WTO
obligations, irrespective of whether it is
in accord with US law or not.”

Trump’s officials are debating
whether to use Super 301 (which they
know will cause a backlash) or some
other measures such as “national secu-
rity protection” and anti-dumping ac-
tions. Trump will then announce how the
US intends to act against those they con-
sider “trade cheaters” which have “sto-
len American factories and jobs.”

Hopefully cool heads will prevail, so
the actions are less harmful than the
rhetoric. Otherwise the present trade ten-
sions may progress to trade conflict and
then trade war.

It’s something we can ill afford, with
the global economy in such a fragile
state. But with the US being so unpre-
dictable under the present President,
anything can happen. a

Martin Khor is Executive Director of the South
Centre, a think-tank for developing countries based
in Geneva, and former Director of the Third World
Network. This article was first published in The
Star (Malaysia) (14 August 2017).

Indigenous peoples continue to face
challenges to their rights

Exclusion and discrimination against the world’s indigenous peoples
remain rife despite growing recognition of their rights, according to the

UN.

by Kanaga Raja

GENEVA: While progress has been made
in the formal recognition of indigenous
peoples in several countries, 10 years af-
ter the adoption of the UN Declaration
on the Rights of Indigenous Peoples, they
overwhelmingly continue to face dis-
crimination, marginalization and major
challenges in enjoying their basic rights.

This was the assessment provided
as the United Nations commemorated
the International Day of the World’s In-
digenous Peoples on 9 August.

“While indigenous peoples have
made significant advancements in advo-
cating for their rights in international and
regional fora, implementation of the Dec-
laration is impeded by persisting vulner-
ability and exclusion, particularly among
indigenous women, children, youth and
persons with disabilities,” said more than

40 UN system entities and other inter-
national organizations in a joint state-
ment on 8 August.

Grouped under the Inter-Agency
Support Group on Indigenous Peoples’
Issues (IASG), these UN agencies and
other organizations said that the Decla-
ration was the culmination of tireless ef-
forts by indigenous peoples and mem-
ber states, among others, to design an
instrument that would recognize both
the individual and collective rights of
indigenous peoples.

As aresult of such efforts, today, the
rights contained in the Declaration con-
stitute the minimum standards for the
survival, dignity, well-being and rights
of the world’s indigenous peoples.

“The 2030 Agenda for Sustainable
Development provides a unique oppor-

tunity for placing indigenous peoples at
the centre of development as rights-hold-
ers and empowered agents of change.
The 2030 Agenda and the Declaration are
inseparable instruments for the imple-
mentation of the rights of indigenous
peoples,” they underlined.

The recent decision of the UN Gen-
eral Assembly to proclaim the year 2019
as the International Year of Indigenous
Languages presents a unique opportu-
nity to draw attention to the critical loss
of indigenous languages and the urgent
need to preserve, revitalize and promote
indigenous languages and to take further
urgent steps at the national and interna-
tional levels, they further said.

“Making progress in realizing the
objectives of the 2030 Agenda and the
Declaration will require significant in-
vestments in building strong mecha-
nisms and procedures for indigenous
peoples’” meaningful participation, as a
central pillar of engagement.”

This is needed to ensure that public
policies, legislation and development
plans take indigenous peoples’ priorities
and concerns into account, said the
Group.

Landmark declaration

The UN Declaration on the Rights
of Indigenous Peoples was adopted by
the UN General Assembly on 13 Septem-
ber 2007, establishing a universal frame-
work of minimum standards for the sur-
vival, dignity and well-being of indig-
enous peoples, according to a UN press
release of 8 August.

The landmark document is the most
comprehensive international instrument
on indigenous peoples’ collective rights,
including the rights to self-determina-
tion, traditional lands, territories and re-
sources, education, culture, health and
development.

There are an estimated 370 million
indigenous people in some 90 countries
around the world. Practising unique tra-
ditions, they retain social, cultural, eco-
nomic and political characteristics that
are distinct from those of the dominant
societies in which they live.

According to the UN press release,
although some countries have taken con-
stitutional and legislative measures to
recognize the rights and identities of in-
digenous peoples, exclusion,
marginalization and violence against in-
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digenous peoples continue to be wide-
spread.

Ahead of the International Day, a
separate joint statement was issued on 7
August by Victoria Tauli-Corpuz, the UN
Special Rapporteur on the rights of in-
digenous peoples, Mariam Wallet
Aboubakrine, the Chairperson of the UN
Permanent Forum on Indigenous Issues,
and the Expert Mechanism on the Rights
of Indigenous Peoples.

“The Declaration, which took more
than 20 years to negotiate, stands today
as a beacon of progress, a framework for
reconciliation and a benchmark of
rights,” they said in that joint statement.
“But a decade on, we need to acknowl-
edge the vast challenges that remain. In
too many cases, indigenous peoples are
now facing even greater struggles and
rights violations than they did ten years
ago.”

Indigenous peoples still suffer from
racism, discrimination and unequal ac-
cess to basic services including
healthcare and education. Where statis-
tical data is available, it shows clearly
that they are left behind on all fronts, fac-
ing disproportionately higher levels of
poverty, lower life expectancy and worse
educational outcomes.

Collective effort

Meanwhile, in a statement issued on
8 August, the International Labour Or-
ganization (ILO) noted that the UN Dec-
laration, along with the ILO’s Indigenous
and Tribal Peoples Convention, 1989
(No. 169), has been a reference point for
affirming and advancing the rights of
indigenous women and men. Together,
these instruments have guided public
policymaking from the local to interna-
tional levels, and have empowered in-
digenous communities to pursue their
own development priorities, it said.

However, said the ILO, the situation
is still far from acceptable. Indigenous
peoples constitute a disproportionate
15% of the world’s poor whereas they are
an estimated 5% of the world’s popula-
tion.

(continued on page 15)
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First as tragedy, now as farce

In August 1982, a Mexican default set off a broader debt crisis that would
undermine economic progress in the region. Thirty-five years on, and
with the threat of debt distress looming over the developing world, it is
high time to heed the lessons from the Latin American experience.

by Mark Perera

As the saying goes, history repeats itself
because no one was listening the first
time. August marks the 35th anniversary
of an event that sparked a debt crisis
across the developing world. It was a
crisis triggered by low interest rates in
the Global North, a reckless boom in
lending and borrowing to Southern
countries over-reliant on commodity ex-
ports, and a fall in the price of those same
commodities. Sound familiar?

The parallels with today’s develop-
ing-world debt crisis are stark, and look-
ing back at how the 1980s crisis arose and
how it was dealt with, there are worry-
ing signs that very little has been learnt
despite repeated calls by the European
Network on Debt and Development
(Eurodad) and other civil society orga-
nizations for a comprehensive, UN-
backed debt workout mechanism.

A crisis begins

On 12 August 1982, Mexican Finance
Minister Jésus Silva Herzog made a se-
ries of phone calls to the US authorities
and the International Monetary Fund
(IMF) to inform them that his country
would no longer be servicing its out-
standing debts. This unilateral halt on
debt payments was unexpected —mainly
because the warning signs had been
largely ignored that Mexico, like many
other developing countries, was in debt
distress.

In a short space of time, many coun-
tries followed in Mexico’s wake, with de-
faults occurring across the Global South:
within four years, more than 40 countries
had agreed some form of debt restruc-
turing with creditors, 16 of them in Latin
America alone. But the crisis, and the
solutions designed to deal with it, deeply
damaged the region’s economic and so-
cial development, leading to rising pov-
erty levels and widening inequality be-
tween 1980 and 1990. This period was
subsequently dubbed the “lost decade
for development” by the UN Economic
Commission for Latin America and the
Caribbean.

In the run-up to its default, the Mexi-
can economy was heavily dependent
upon oil exports, boosted by new re-
serves discovered in the mid-1970s. High
oil prices had fuelled confidence in the
country’s prospects, and it borrowed
heavily from willing lenders, mainly to
fund physical capital investment.

In 1979, interest rates rose sharply
on the back of moves by the US Federal
Reserve to counter inflation caused by a
hike in oil prices, and remained high as
President Reagan took office, cutting
taxes and financing increased defence
spending with external and domestic
credit. The high rates meant Mexico
found servicing its debts increasingly
difficult. As global oil demand waned,
export revenues fell and international
reserves depleted rapidly. Domestic cur-
rency devaluations caused the debt bur-
den to increase, and the August 1982
default became inevitable. At the time of
its default, Mexican sovereign debt
amounted to around $80 billion, largely
held by private banks in the US, Europe
and Japan.

Like other commodity-rich develop-
ing states, Mexico had capitalized on a
credit boom from commercial lenders.
This was fuelled by an overabundance
of liquidity in global capital markets and
a hunger for returns in the face of low
interest rates in the US and other indus-
trialized countries. High commodity
prices during the 1970s meant many
countries in the Global South had seen
steady growth — but many like Mexico
were over-dependent on one or two key
commaodities, and inherently vulnerable
to shocks in market prices. Overconfi-
dent lenders recklessly ignored warnings
— including from the then Chair of the
US Federal Reserve — and kept on lend-

ing.
It ain’t over till it’s over

While the debt crisis signalled that
decisive policy action was needed, it took
years for a sustainable solution to be
agreed. The immediate response from an

unprepared international community
was to organize hasty bailouts in order
to keep the debt service to the banks
flowing artificially. But focusing on the
solvency of overexposed Northern banks
meant they also avoided facing the con-
sequences of irresponsible lending deci-
sions. As a result, debt stocks actually
rose as countries took on more bridging
loans while imposing harsh structural
adjustment, ultimately shrinking their
economies.

After repeated attempts at resched-
uling debts, and years of negotiations, it
was not until the 1989 Brady Plan that
real debt relief by the private banks was
agreed, and it took eight years for the
Paris Club of official bilateral creditors
to allow for minimal reductions in debt
stocks for the poorest countries involved
in the crisis. They had to wait until 1996
for the door to be opened to comprehen-
sive debt reduction via the HIPC Initia-
tive of the World Bank and the IMF. Nev-
ertheless, it was not until the Multilat-
eral Debt Relief Initiative in 2005 that
debt levels in most low-income countries
could genuinely be reduced to sustain-
able levels, allowing for a fresh start. This
came a full 23 years after the outbreak of
the crisis, during which the populations
of the countries affected paid a heavy
social cost.

Could such acrisis be resolved more
swiftly and decisively today? For a start,
none of the debt relief schemes men-
tioned above could benefit a developing
country running into payment problems
now. The continued lack of a regime for
debt crisis resolution means countries
would probably face the same chaotic
and protracted process as Mexico did in
the 1980s.

The need for a sovereign debt work-
out mechanism has long been champi-
oned by Eurodad, other civil society or-
ganizations and the UN: political will,
particularly amongst leaders in the Glo-
bal North, is vital to establish such a
mechanism to ensure fair, speedy and
sustainable solutions to debt crises.
When devising these solutions, obliga-
tions to creditors need to be weighed
against a country’s non-financial obliga-
tions, such as those under international
human rights law, to minimize the detri-
mental social costs for citizens. Of course,
prevention is better than cure, and truly
responsible lending and borrowing is
critical to averting the emergence of un-
sustainable debt burdens in the first
place.

N° 644

Third World Economics 1 —15 July 2017 5



SILIN[e]NIll Debt/Economic policy |

If nothing else, the 1982 Mexico cri-
sis shows that we cannot afford to ignore
red flags when they are waving in front
of us. A new developing-world debt cri-
sis is already upon us — now is the time

to act. a

Mark Perera is Senior Networking and Advocacy
Officer with the European Network on Debt and
Development (Eurodad). This article is reproduced
from Eurodad’s website (eurodad.org).

Leadership failure perpetuates

stagnation

Seemingly in thrall to powerful oligopolistic interests, today’s global
leadership is shying away from pursuing the policies sorely needed to

foster economic growth and recovery.

by Jomo Kwame Sundaram

What kind of leadership does the world
need now?

US President Franklin Delano
Roosevelt’s leadership was undoubtedly
extraordinary. His New Deal flew in the
face of the contemporary economic or-
thodoxy, begun even before Keynes’s
General Theory was published in 1936.

Roosevelt’s legacy also includes cre-
ating the United Nations in 1945, after
acknowledging the failure of the League
of Nations to prevent the Second World
War. He also insisted on “inclusive
multilateralism” — which Churchill op-
posed, preferring a bilateral US-UK deal
instead — by convening the 1944 United
Nations Conference on Monetary and
Financial Affairs at Bretton Woods with
many developing countries and the So-
viet Union.

The international financial institu-
tions created at Bretton Woods were set
up to ensure not only international mon-
etary and financial stability, but also the
conditions for sustained growth, em-
ployment generation, postwar recon-
struction and post-colonial development.

Debt bogey

In resisting painfully obvious mea-
sures, the current favourite bogey is pub-
lic debt. Debt has been the pretext for the
ongoing fiscal austerity in Europe, which
effectively reversed earlier recovery ef-
forts in 2009. With private sector demand
weak, budgetary austerity is slowing, not
accelerating, recovery.

Much has been made of sovereign
debt on both sides of the north Atlantic
and in Japan. In fact, US debt interest
payments come to only 1.4% of annual
output, while Japan’s very high debt-
GDP ratio is not considered a serious
problem as its debt is largely domesti-

cally held. And, as is now well known,
the major problems of European debt are
due to the specific problems of different
national economies integrated sub-opti-
mally into the eurozone.

The international community has, so
far, failed to develop effective and equi-
table debt workout, including restructur-
ing, arrangements, despite the clearly
dysfunctional and problematic interna-
tional consequences of past sovereign
debt crises. The failure to agree to sover-
eign debt workout arrangements will
continue to prevent timely debt work-
outs when needed, thus effectively im-
peding recovery as well.

Earlier international, including US,
tolerance of the Argentine debt workout
of a decade and a half ago had given
hope of making progress on this front.
However, this has now been undermined
by the present Argentine government’s
recent concession, on worse terms and
conditions than previously negotiated, to
“vulture capitalists”.

Most major deficits now are due to
the collapse of tax revenues following the
growth downturn and costly financial
bailouts. Slower growth means less rev-
enue, and a faster downward spiral.

While insisting on fiscal deficit re-
duction, financial markets also recognize
the adverse growth implications of such
“fiscal consolidation”.

Many policymakers are now insist-
ing on immediate actions to rectify vari-
ous imbalances, pointing not only to fis-
cal deficits but also to trade and bank
imbalances. While these undoubtedly
need to be addressed in the longer term,
prioritizing them now effectively blocks
stronger, sustained recovery efforts.

Recent recessionary financial crises
have been caused by bursting credit and
asset bubbles. Recessions have also been

deliberately induced by public policy,
such as the US Fed raising real interest
rates from 1980.

Internationally, this contributed not
only to sovereign debt and fiscal crises,
but also to protracted stagnation outside
East Asia, including Latin America’s
“lost decade” and Africa’s “quarter-cen-
tury retreat”.

Yet another distraction is exaggerat-
ing the threat of inflation. Much recent
inflation in many countries has been due
to higher international commodity, espe-
cially fuel and food, prices. Domestic
deflationary policies in response only
slowed growth while failing to stem im-
ported inflation. In any case, the collapse
of most commaodity prices since 2014 has
rendered this bogey irrelevant.

Strident recent calls for structural
reforms mainly target labour markets
rather than product markets. Labour
market liberalization in such circum-
stances not only undermines worker pro-
tections butis also likely to diminish real
incomes, aggregate demand and, hence,
recovery prospects.

Nevertheless, these have become
today’s priorities, detracting from the
urgent need to coordinate and imple-
ment strong and sustained efforts to raise
and sustain growth and job creation.
Meanwhile, cuts in social and welfare
spending are only making things worse
—asemployment and consumer demand
fall further.

Financial short-termism

In recent decades, profits and rents
have risen at the expense of wages, but
also with much more accruing to finance,
insurance and real estate (FIRE) com-
pared with other sectors. The outrageous
increases in financial executive remu-
neration in recent years, which cannot be
attributed to increased productivity by
any stretch of the imagination, have ex-
acerbated problems of financial sector
short-termism.

Regulations are urgently needed to
limit short-termism, including the abil-
ity of corporations to reap greater prof-
its in the short term while worsening risk
exposure in the longer term, thus exac-
erbating systemic macro-financial vul-
nerability.

Growing income inequality in most
countries before the Great Recession has
only made things worse, by reducing
consumer demand and household sav-
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ings, and increasing credit for consump-
tion and asset purchases — instead of aug-
menting investments in new economic
capacities and capabilities.

Current policy is justified in terms
of “pro-market” — effectively pro-cycli-
cal — choices when counter-cyclical ef-
forts, institutions and instruments are
sorely needed instead.

Unfortunately, global leadership to-
day seems held to ransom by financial
interests and associated media, ideology
and “oligarchs” whose political influence
enables them to secure more rents and
pay less taxes in what must truly be the
most vicious of circles.

John Hobson, the English liberal
economist in the tradition of John Stuart
Mill, noted that “economic imperialism”
emerged from the inherent tendency for
economic power to concentrate and the
related influence of oligopolistic rentiers
on public policy.

Selective state interventions to bail
out and protect such interests nationally
and internationally, while not subjecting
them to regulation in the national inter-
est, must surely remind us of the dan-
gers of powerful but unaccountable oli-
garchies in a systemically unstable mar-
ket economy and politically volatile so-
cieties. (IPS) m)

Jomo Kwame Sundaram, a former economics pro-
fessor and United Nations Assistant Secretary-
General for Economic Development, received the
Wassily Leontief Prize for Advancing the Fron-
tiers of Economic Thought in 2007.
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After neoliberalism, what next?

With the established neoliberal order no longer capable of delivering growth or stability, Jayati Ghosh outlines
the possible contours of a more equitable and sustainable framework of economic relations.

We may be living through one of those moments in history
that future historians will look back on as a watershed, a pe-
riod of flux that marked a transition to quite different economic
and social arrangements. Unfortunately, in human history a
“moment” can be a very long time, so long that it could be
decades before the final shape of the new arrangements is even
evident; and in the interim, there could be many “dead cat
bounces” of the current system.

What is clear is that the established order — broadly de-
fined as neoliberal globalized finance capitalism —is no longer
capable of delivering on its promises of either growth or sta-
bility, even as it generates more inequality and insecurity across
the world. In Marxist terms (as befitting the 150th anniversary
of Das Kapital), the property relations under which production
is organized have become fetters on the development of pro-
ductive forces themselves, and generate more and more alien-
ation. This may explain why, perhaps even more significantly,
the system is also losing legitimacy in most countries, under
attack from both right and left.

Whether we look at straws in the wind or green shoots in
the ground, there is no doubt that there are incipient signs of
change. But at this point there are many directions in which
such change could go, and not all of them are progressive or
even desirable. That is why it is important to get social and
political traction for alternative trajectories that focus on more
equitable, just, democratic and ecologically viable outcomes
for most of humanity.

The question “What is your alternative?” is a familiar one
for most progressives, and too often we are overly defensive
or self-critical about our supposed lack of alternatives. In truth,
there are many economically viable, socially desirable alter-
native proposals in different contexts. The problem is not their
lack of existence but their lack of political feasibility, and per-
haps their lack of wider dissemination. But it is certainly true
that the alternative does not consist of one overarching theory
(or even framework) that can subsume all others, since there
are many good reasons for being sceptical of the days of the
“grand theory” that supposedly could take care of everything.

While rejecting the totalizing theory, it is possible to think
of a broad framework around which there could be much
agreement, even among people who do not necessarily iden-
tify themselves as of the “left” but are nevertheless dissatis-
fied with current economic arrangements at both national and
international levels.

Flawed strategy

Much current discussion on economic strategies for glo-
bal capitalism is framed around the financial crisis of 2007-08
and its continuing repercussions. But it does not really need a
crisis to show us that the past strategy for growth and devel-
opment has been flawed in most countries. Even during the
previous boom, the pattern of growth had too many limita-
tions, paradoxes and inherent fragilities. Everyone now knows
that the economic boom was unsustainable, based on specu-
lative practices that were enabled and encouraged by finan-

cial deregulation. It also drew rapaciously and fecklessly on
natural resources, and it was deeply unequal. Contrary to gen-
eral perception, most people in the developing world, even
within the most successful region of Asia, did not gain.

The financial bubble in the US attracted savings from
across the world, including from the poorest developing coun-
tries, so that for at least five years the Global South transferred
financial resources to the North. Developing-country govern-
ments opened their markets to trade and finance, gave up on
monetary policy and pursued fiscally “correct” deflationary
policies that reduced public spending. Development projects
remained incomplete and citizens were deprived of the most
essential socioeconomic rights.

A net transfer of jobs from North to South did not take
place. In fact, industrial employment in the South barely in-
creased in the past decade, even in the “factory of the world”,
China. Instead, technological change in manufacturing and
new services meant that fewer workers could generate more
output. Old jobs in the South were lost or became precarious
and the majority of new jobs were fragile, insecure and low-
paying, even in fast-growing China and India. The persistent
agrarian crisis in the developing world hurt peasant livelihoods
and generated global food problems. Rising inequality meant
that the much-hyped growth in emerging markets did not ben-
efit most people, as profits soared but wage shares of national
income declined sharply.

Almost all developing countries adopted an export-led
growth model, which in turn suppressed wage costs and do-
mestic consumption in order to remain internationally com-
petitive and achieve growing shares of world markets. This
led to the peculiar situation of rising savings rates and falling
investment rates (especially in several Asian countries) and to
the holding of international reserves that were then placed in
“safe” assets abroad. This is why the boom that ended in 2007-
08 was associated with the South (especially in developing
Asia) subsidizing the North: through cheaper exports of goods
and services, through net capital flows from developing coun-
tries to the US in particular, through flows of cheap labour in
the form of short-term migration.

The collapse in Northern export markets that followed the
recession brought that process to a halt, and recent moves to-
wards more protectionist strategies in the US and elsewhere,
as well as the persistent mercantilist approach of surplus-pro-
ducing countries like Germany, have made it more difficult
since then. In any case, such a strategy is unsustainable be-
yond a point, especially when a number of relatively large
economies use it at the same time.

In this boom, domestic demand tended to be profit-led,
based on high and growing profit shares in the economy and
significant increases in the income and consumption of newly
globalized middle classes, which led to bullish investment in
non-tradeable sectors such as financial assets and real estate
as well as in luxury goods and services. The patterns of pro-
duction and consumption that emerged meant that growth also
involved rapacious and ultimately destructive exploitation of
nature and the environment. The costs — in terms of excessive
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congestion, environmental pollution and ecological degrada-
tion — are already being felt, quite apart from the implications
such expansion has on climate change.

There have been other negative impacts. Within develop-
ing Asia, for example, it led to an internal “brain drain” with
adverse implications for the future. The skewed structure of
incentives generated by the explosive growth of finance di-
rected the best young minds towards careers that promised
quick rewards and large material gains rather than painstak-
ing but socially necessary research and basic science. The im-
pact of relocation of certain industries and the associated re-
quirement for skilled and semi-skilled labour led to increased
opportunities for educated employment, but it also led bright
young people to enter work that is typically mechanical and
does not require much originality or creativity, with little op-
portunity to develop their intellectual capacities.

At the same time, crucial activities were inadequately re-
warded. Farming in particular became increasingly fraught
with risk and subject to growing volatility and declining fi-
nancial viability, while non-farm work did not increase rap-
idly enough to absorb the labour force even in the fastest-grow-
ing economies of the region.

Restructuring economic relations

The boom was not stable or inclusive, either across or
within countries. The subsequent slump (or “secular stagna-
tion”) has been only too inclusive, forcing those who did not
gain earlier to pay for the sins of irresponsible and unregu-
lated finance. As economies slow down, more jobs are lost or
become more fragile, insecure and vulnerable; and people,
especially those in the developing world who did not gain from
the boom, face loss of livelihood and deteriorating conditions
of living. This is why it is so important that we restructure
economic relations in a more democratic and sustainable way.

There are several necessary elements of this. Globally, most
now recognize the need to reform the international financial
system, which has failed to meet two obvious requirements:
preventing instability and crises, and transferring resources
from richer to poorer economies. Not only have we experi-
enced much greater volatility and propensity to financial melt-
down across emerging markets and now even industrial coun-
tries, but even the periods of economic expansion were based
on the global poor subsidizing the rich.

Within national economies, this system has encouraged
pro-cyclicality: it has encouraged bubbles and speculative
fervour rather than real productive investment for future
growth. It has rendered national financial systems opaque and
impossible to regulate. It has allowed for the proliferation of
parallel transactions through tax havens and loose domestic
controls. It has reduced the crucial developmental role of di-
rected credit.

Given these problems, there is no alternative but system-
atic state regulation and control of finance. Since private play-
ers will inevitably attempt to circumvent regulation, the core
of the financial system — banking — must be protected, and
that is only possible through social ownership. Therefore, some
degree of socialization of banking (and not just the risks in-
herent in finance) is inevitable. In developing countries this is
also important because it enables public control over the di-
rection of credit, without which no country has industrialized.

The obsessively export-oriented model that has dominated
the growth strategy for the past few decades must be recon-
sidered. This is not just a desirable shift — it has become a ne-
cessity given the obvious fact that the US and the EU are no
longer engines of world growth through increasing import

demand in the near future. This means that both developed
and developing countries must seek to redirect their exports
to other countries and, most of all, to redirect their economies
towards more domestic demand. This requires a shift towards
wage-led and domestic demand-led growth, particularly in
the countries with economies large enough to sustain this shift.
This can happen not only through direct redistributive strate-
gies but also through public expenditure to provide more ba-
sic goods and services.

This means that fiscal policy and public expenditure must
be brought back centrestage. Calls to end austerity are becom-
ing more widespread in the developed world and will soon
find their counterpart in developing countries. Clearly, fiscal
stimulus is now essential, to cope with the adverse real-
economy effects of the current crisis/stagnation and to pre-
vent economic activity and employment from falling, and then
to put good, quality employment on a stable footing. Fiscal
expenditure is also required to undertake and promote invest-
ment to manage the effects of climate change and promote
greener technologies. Public spending is crucial to advance
the development project in the South and fulfil the promise of
achieving minimally acceptable standards of living for every-
one in the developing world.

Social policy —the public responsibility for meeting social
and economic rights of citizens — contributes positively to both
growth and development. This means especially the provision
of universal good-quality care services funded by the state,
with care workers properly recognized, remunerated and pro-
vided with decent working conditions. This also helps to re-
duce gender and other social inequalities generated by the
imposition of unpaid care work, and has strong multiplier ef-
fects that allow for more employment increases over time and
generate a “bubbling up” of economic activity.

There must be conscious attempts to reduce economic in-
equalities, both between and within countries. We have clearly
crossed the limits of what is “acceptable” inequality in most
societies, and policies will have to reverse this trend. Globally
and nationally, we must reduce inequalities in income and
wealth, and most significantly in the consumption of natural
resources.

This is even more complicated than might be imagined
because unsustainable patterns of production and consump-
tion are deeply entrenched in richer countries and are aspired
to in developing countries. But many millions of citizens of
the developing world still have poor or inadequate access to
the most basic conditions of decent life, such as electricity, trans-
portand communication links, sanitation, health, nutrition and
education. Ensuring universal provision across the Global
South will inevitably require greater per capita use of natural
resources and more carbon-emitting production.

Both sustainability and equity therefore require a reduc-
tion of the excessive resource use of the rich, especially in de-
veloped countries but also among the elites in the developing
world. This means that redistributive fiscal and other economic
policies must be especially oriented towards reducing inequali-
ties of resource consumption, globally and nationally. Within
countries, for example, essential social and developmental
expenditure can be financed by taxes that penalize resource-
wasteful expenditure.

This requires new patterns of demand and production. It
is why the present focus on developing new means of mea-
suring genuine progress, well-being and quality of life is so
important. Quantitative gross domestic product (GDP) growth
targets, which still dominate the thinking of policymakers, are
not simply distracting from these more important goals but
can be counterproductive. For example, a chaotic, polluting
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and unpleasant system of privatized urban transport involv-
ing many vehicles and over-congested roads generates more
GDP than a safe, efficient and affordable system of public trans-
port that reduces congestion and provides a pleasant living
and working environment. It is not enough to talk about
“cleaner, greener technologies” to produce goods that are based
on the old and now discredited pattern of consumption. In-
stead, we must think creatively about consumption itself, and
work out which goods and services are more necessary and
desirable for our societies.

This cannot be left to market forces, since the international
demonstration effect and the power of advertising will con-
tinue to create undesirable wants and unsustainable consump-
tion and production. But public intervention in the market
cannot be knee-jerk responses to constantly changing short-
term conditions. Instead, planning — not in the sense of the
detailed planning that destroyed the reputation of command
regimes, but strategic thinking about the social requirements
and goals for the future — is absolutely essential. Fiscal and
monetary policies, as well as other forms of intervention, will
have to be used to redirect consumption and production to-
wards these social goals, to bring about such shifts in socially
created aspirations and material wants, and to reorganize eco-
nomic life to be less rapacious and more sustainable.

Since state involvement in economic activity is now an
imperative, we should be thinking of ways to make involve-
ment more democratic and accountable within our countries
and internationally. Large amounts of public money will be
used for financial bailouts and to provide fiscal stimuli. How
this is done will have huge implications for distribution, ac-
cess to resources and living conditions of the ordinary people
whose taxes will be paying for this. So it is essential that we
design the global economic architecture to function more demo-
cratically. And it is even more important that states across the
world, when formulating and implementing economic poli-

cies, are more open and responsive to the needs of the major-
ity of their citizens.

These are general points and obviously leave much to the
specific contexts of individual countries and societies. But fi-
nally, we need an international economic framework that sup-
ports all this, which means more than just that capital flows
must be controlled and regulated so that they do not destabi-
lize these strategies.

The global institutions that form the organizing frame-
work for international trade, investment and production deci-
sions need to change and become not only more democratic in
structure but more genuinely democratic and people-oriented
in spirit, intent and functioning. This is particularly the case
with respect to the dissemination of knowledge, now priva-
tized and concentrated thanks to the privileging of intellec-
tual property rights. Financing for development and conser-
vation of global resources must become the top priorities of
the global economic institutions.

These proposals may seem like a tall order, but human
history is replete with stories of major reversals of past trajec-
tories and transformations that come when they are not ex-
pected and from directions that are unpredictable. What has
been created and implemented by human agency can also be
undone to bring in better alternatives. It may well be that the
time is ripe in terms of greater social acceptance of such ideas
and thoughts about how to refine and adapt them to particu-
lar contexts. a

Jayati Ghosh is professor of economics at Jawaharlal Nehru University, New
Delhi, and the executive secretary of International Development Economics
Associates (IDEAS). She is closely involved with a range of progressive or-
ganizations and social movements. She blogs at triplecrisis.com and
networkideas.org/jayati-blog. The above article was originally published in
Red Pepper (August/September 2017, www.redpepper.org.uk).

How EPAs can undermine African agriculture

The market-opening Economic Partnership Agreements (EPAs) the EU is negotiating with African, Caribbean

and Pacific (ACP) countries could spell harm to the ACP economies, not least to their small farmers and food

security. The following extract from a report by international farmers’ rights NGO GRAIN examines the grave
threat posed by the EPAs.

“A tonne of cocoa is roughly $1,300, while one 4x4 vehicle is now
about $120,000. So you need about 92 tonnes of cocoa to exchange
for one 4x4. But to get one tonne, you will need not less than 20
acres of land. The average cocoa farmer in Ghana has only around 2-
3 acres, meaning it would take him or her well over 500 years to
produce enough cocoa to buy a 4x4.” — John Opoku, human rights
lawyer and activist, Ghana

This statement highlights the dire terms of trade that Af-
ricans and other peoples of the Global South deal with on a
daily basis. Since time immemorial, nations in the Global South
have entered into unfair trade agreements with the rest of the
world - keeping them in perpetual poverty. The nature of trade
that follows these agreements and the benefits are always one-
sided. Of specific interest are the so-called free trade agree-
ments (FTAs) that keep popping up. One such FTA is the Eco-
nomic Partnership Agreement (EPA).

Since September 2002, African, Caribbean and Pacific

(ACP) countries have been negotiating EPAs as reciprocal trade
arrangements with the European Union (EU) under the
Cotonou Agreement. These EPAs are aimed at further liberal-
izing the economies of former European colonies, a move that
would have far-reaching implications for farmers, fisherfolk,
miners, workers and consumers across the concerned regions.

Before EPAs, the ACP countries had preferential trade ar-
rangements with the EU. One of these arrangements was the
Everything But Arms (EBA) initiative which offered unilat-
eral non-reciprocal market access for least developed coun-
tries (LDCs) to the EU, thereby granting LDCs duty-free and
quota-free market access to the EU. Despite this opening, ACP
countries rarely ever managed to fill the allowable export quo-
tas to the EU under the EBA. Uganda, for instance, has a 5,000-
metric-tonne quota for sugar but its exports to the EU never
attained this amount, partly because of the EU’s stringent rules
of origin and supply-side capacity constraints.

The premise used by the EU to switch from the EBAto the
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EPA with the ACP countries was the argument that preferen-
tial trade was not in compliance with World Trade Organiza-
tion (WTO) rules. This was a ruse, as exceptions to WTO rules
are always possible. The idea really was to push liberalization
further into the three regions for the benefit of European capi-
tal (exporters first, investors over the longer term), by creating
a global market with the same rules everywhere. The ACP
countries would supposedly reap more growth, jobs and tech-
nology transfer as a result.!

In fact, the promises surrounding the EPAs are not any
different from the ones that we saw and heard regarding the
much-heralded great things to come that were housed in the
now-failed Structural Adjustment Programmes (SAPs) — ef-
fects of which are still being felt today! Both are rooted within
acolonial framework which allows transnational corporations
of the EU and the Global North to extract raw materials from
these countries under their own terms. As with all FTAs, the
EPAs need to be analyzed and understood as a series of
interlinked events that are negotiated one after another with
the sole purpose of crippling emerging economies.

Instead of pursuing bilateral FTAs with all 79 ACP coun-
tries, Europe divided the ACP countries into seven blocs — West
Africa, Central Africa, Eastern and Southern Africa (ESA), East
African Community (EAC), Southern African Development
Community (SADC), the Caribbean and the Pacific. The pro-
cess was touted as a way to promote regional integration. How-
ever, since it started in September 2002, much division and
acrimony has been created, deadlines have gone unmet and
the current situation (Figure 1) is quite messy, especially in the

African continent.
How the EPA affects food and farmers in Africa

Since inception, the EPA has been mired in controversy.
This stems from certain clauses that have been included in the
agreement which pose serious threats to human rights and
force the privatization of critical sectors in national economies.
This is particularly true in most African countries. Along with
undermining national sovereignty, EPAs have destabilized
regional integration processes, strangled local industries and
withdrawn policy space from civil society. Of specific interest
are the effects of the EPA on Africa’s agriculture, especially
smallholder farming, which is the backbone of most African
economies.?

Smallholder farmers on the African continent account for
90% of all farms but have access to only 15% of the continent’s
agricultural lands; also, smallholder farmers supply 90% of
the seed used on the African continent. Smallholders provide
80% of the food supply in these regions, while close to 43% of
agricultural labour in Sub-Saharan Africa is comprised of
women.

Also, it is estimated that the fisheries and aquaculture sec-
tor employs close to 13 million people in Sub-Saharan Africa.
Pastoralism is a livelihood for 50 million people, 12-22 million
of whom are in the Horn of Africa. Alongside this backbone, a
plantation sector dominated by big capital produces export
crops such as bananas, sugar cane, cacao, pineapple, tea and

Figure 1: Current state of EPAs
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This illustration represents regional groupings at different stages of signing or negotiating the EPA. Currently, only the Caribbean has signed onto
a full EPA while the agreements in Africa and the Pacific have been scaled back to interim texts that only concern trade in goods for now. In West
Africa, for example, all countries have signed except for Nigeria, Gambia and Mauritania. In Central Africa, only Cameroon broke ranks and
signed. It should be noted that under pressure from Brussels, all of these countries negotiated as regional blocs under the expectation that they
would sign as a bloc. This means that Kenya, for instance, cannot enjoy certain benefits that come with the EPA until all EAC countries ratify the
deal. It is therefore clear that this approach did not do much for the African regional integration process — on the contrary.
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coffee.®

African smallholders produce to feed their local commu-
nities and markets, and do not have the capacity nor a real
interest in producing for Europe. Under the lopsided free trade
rules, the EU has lucrative access to African markets through
the export of processed food products. Conversely, African
countries are bound to the less lucrative and less sustainable
business of exporting raw agricultural products such as coffee
and cotton to EU markets.

Liberalizing the EAC market means that cheap and sub-
sidized products from the EU can freely flow into the region,
and ultimately cripple the industrial sector. Therefore, they
have a lot to lose from an FTA with Europe that would see
European foods displacing their own and that would open the
door to European companies establishing more plantations,
fish farms and other agricultural export operations that affect
their access to land, water, seeds and markets.*

Experience already shows that agreements with Europe
are not there to benefit Africans but to open up their borders
for European companies to come in and produce for their own
market.

Take the case of East Africa, where this arrangement is
already affecting the food security of many and destroying
the natural environment. East Africa is home to Lake Victoria,
the second largest freshwater lake in the world. The lake has a
variety of fish which are a source of livelihood for many across
the region. Yet, ordinary East Africans can no longer afford
fish. They can only afford to buy the pocket-friendly mgongo
wazi (fish skeletons). Mgongo wazi are remnants from fish firms
that process Nile perch for export. This, coupled with the pro-
duction of flowers, cocoa, cotton, string beans and coffee, en-
sures that African production is essentially export-oriented

towards the EU.

The EPA negotiations were meant to promote liberaliza-
tion of African economies as well as increase access for Euro-
pean companies to African markets. As such, African coun-
tries, like many ACP countries, were obliged to progressively
open their markets to European products, as illustrated in the
EAC liberalization schedule (Figure 2).

On the face of it, the schedule caters for the protection of
infant industries and sensitive products. On careful examina-
tion, however, glaring contradictions in the schedules cannot
be missed. For instance, on one hand, the EAC has protected
maize flour at a duty rate of 50%. Yet, on the other hand, maize
starch, which is a by-product of maize flour, has been liberal-
ized. These contradictions equally apply to other products like
potatoes. With such a liberalization schedule, value addition
through agro-processing will be constrained and food secu-
rity compromised given the supportive linkages between ag-
riculture and manufacturing.

The colonization of agricultural markets in Africa

Some of the EU countries are also part of the G7’s New
Alliance for Food Security and Nutrition, which is directly sup-
porting the expansion into Africa of major agribusiness com-
panies like Bayer and Unilever. By extension, these countries
are part of the agenda of increasing EU access to African mar-
kets so that they can sell their pesticides, transgenic seeds and
cheap processed foods.

Seed companies are facing saturated markets in North
America, Europe and Japan. They are therefore increasingly
pressuring Africa to open up its markets for their products.
For example, Syngenta’s chairman Ren Jianxin aspires to

Figure 2: The EAC’s market access offer under the EPA
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Source: Adapted from SEATINI (2014). EU-EAC-EPA Implementation: Maximising the opportunities and minimising the risks.

12 Third World Economics 1— 15 July 2017

N° 644



double the size of Syngenta in the next 5-10 years. Ren has
already indicated that his expansion will happen mostly in
India and in African countries.®

This context makes African countries more vulnerable to
many unwanted products, including the infiltration of geneti-
cally modified organisms (GMOs). Once corporations and their
lobbies succeed in getting some countries to accept them, it
will be difficult for other African countries to say no. In many
countries, GM foods are promoted as the panacea to food se-
curity.

Anne Maina, from the Kenya Biodiversity Coalition
(KBioC), is concerned about the escalating infiltration of GMOs
into Kenya.® Despite an existing ban on the importation of
GMQOs into Kenya, the country has had little control over the
entry of GMO foods, especially in times of food shortage. For
this reason, in 2017, Kenya’s National Biosafety Authority
(NBA) publicly warned traders on the continued importation
of corn-based products like cereals, certain cornflakes brands
and popcorns. Kenya has the strongest economy in East Af-
rica and can set a precedent vis-a-vis other countries in the
continent, particularly Nigeria and Ghana which are taking
steps to improve national provision for biotechnology and
biosafety.”

Under the EPASs, countries are expected to cut tariffs
heavily. The EAC, for example, has committed to liberalizing
80% of its market for EU imports over a 15-year period. This
includes raw materials and capital goods which already enjoy
duty-free status. Such a move would expose the agricultural
sector to unfair competition from the EU, which would un-
doubtedly shake the very core of regional trade, and displace
local farmers due to competition from cheap products from
the EU. For that reason, sensitive products will be excluded
from tariff elimination and remain protected for now.

Dairy is one of the most sensitive products, as Africa is
well supplied by small producers who cannot compete with
subsidized European agribusiness. On a positive note, some
regions have opted to protect their dairy sectors. In East Af-
rica, all dairy products will be excluded from liberalization if
the EPA is signed. For example, once the Kenyan government
realized that the livelihoods of close to 600,000 dairy farmers
would be negatively affected by the importation of milk pow-
der and dairy products from the EU, it opted to list dairy prod-
ucts as a sensitive product. In West Africa, dairy is excluded
except for powdered milk, of which Nigeria is the biggest im-
porter. In the case of South Africa, some meat and dairy have
been excluded, but not all.®

Fisheries are another sector threatened by the EPAs in
African countries. Tariffs for trade in fish products are clearly
designed to protect EU-based fish processors and provide them
with as much flexibility as possible for sourcing fish products
at the lowest price in African markets. As a result of the enor-
mous differential between the tariffs for processed and unproc-
essed fish products to enter EU markets, African fisheries are
forced to export unprocessed fish at low prices, while tinned
fish products from the EU flood local markets.

Liberalizing the fisheries sector does not have any ben-
efits at all for small-scale fisherfolk. Instead, what is being
witnessed are increased cases of locals who cannot afford fish,
illegal fish trawling around the coastal areas and decline in
fish stocks due to over-fishing.®

Agreement to negotiate rights for the seed industry

The EU-African EPAs only concern trade in goods for now.

But they do contain a clause which says that in five years’ time,
the parties will negotiate further chapters under the Rendez-
vous Clause. That Clause stipulates that parties should un-
dertake to conclude negotiations in other issues within five
years, once the agreement comes into force. This includes ne-
gotiations in areas of services, investment, government pro-
curement, trade and sustainable development, intellectual
property rights and competition policy.*

On intellectual property, if the Caribbean EPA is any
model, African states can expect that the EU will present new
rules that go beyond current international standards as estab-
lished under the WTO. They will be asked to adopt the rules
of the International Union for the Protection of New Plant Va-
rieties (UPOV), which provide patent-like rights for plant
breeders, to boost profits for multinational seed companies,
and possibly join the Union."

Agreement to give more rights to foreign investors

It is unclear how far the EU will go in demanding the lib-
eralization of investment rules that EU companies enjoy un-
der similar deals in other regions, including the powerful in-
vestor-state dispute settlement (ISDS) scheme. ISDS is a pro-
cedural mechanism that is provided for in international agree-
ments on investment. It allows foreign investors to bring a
case directly against a state where they have invested in be-
fore an arbitration tribunal, if they feel that the state has
breached the rules set out in their agreement. If the latest ne-
gotiations are to be taken as models, the EU may push for the
widest liberalization possible along with a modified version
of ISDS that the EU secured in its recent trade agreement with
Canada.

One major concern will be land. FTAs tend to promote
the concept of “national treatment”, which means that foreign
investors should receive the same treatment as national ones.
Unless African states take a stand on this, the EPAs could make
it illegal to restrict access to farmland by foreigners. Beyond
land, liberalizing rules on investment will ensure that Euro-
pean agribusiness companies and major retail chains — from
Nestle and Danone to Carrefour — get ample benefits from
building their presence in Africa. The devastating effects on
the agricultural sector extend to the other sectors, the reality
of which is mind-blowing!

Due to the unfair trade deals, the local food processing
industry is in decay or struggles to grow in most African coun-
tries. In parallel, the farmers’ capacity to produce food for their
own communities and local markets is compromised and, with
it, food sovereignty. The predominance of export-oriented cash
crops in Africa is one of the signs that colonial exploitation is
alive and well, 50-60 years after the independence of many
African countries.

Production and processing

“If somebody is trying to plan with you based on where you are
today when you are planning to move somewhere else, it will be wise
to look ahead and make sure that the agreement anticipates where
you are going. The problem with the EPA is that it does not antici-
pate where we want to be as an industrial economy.” — Okechukwu
Enelamah, Nigerian Minister of Industry, Trade and Invest-
ment*?
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Africa’s manufacturing share is, without a doubt, so small
that it has led the African Union (AU) to launch an initiative
titled Action Plan for Accelerated Industrial Development in
Africa (AIDA). AIDA was adopted in 2007. If manufacturing
is already struggling, an EPA will not be the magic potion that
Africa needs to grow its manufacturing sector.

When it comes to manufacturing, signing an EPA means
that industry and products have to strictly adhere to Euro-
pean standards before they can be accepted for export to the
EU. As John Opoku puts it, adhering to standards really means
prioritizing Europe’s manufacturing sector at the expense of
Africa’s. He argues that “even ordinary palm oil standards
have to be met before they allow you to export. Fish has to
meet certain standards, otherwise we cannot export fish. So
you find that it became a means of restricting our production
matrix and allow them to still bring their goods.”*?

This is true for almost all African economies which are
still exporting unprocessed products that eventually make it
back to the same country processed and more expensive. For
example, Kenya is one of the biggest producers of coffee but
an ordinary Kenyan cannot afford instant coffee. It is precisely
these reasons that Tanzania and Nigeria have advanced for
not signing the EPA .

What’s next

Another critical concern regarding the EPASs is Brexit. Itis
no secret that Britain is the biggest consumer of most products
from most of these countries. For the EAC alone, Britain ac-
counted for 35.5% of total EAC exports to the EU in 2015. Brexit
calls for an immediate halt in the negotiations because the ne-
gotiating parties have changed. Africa Kiiza, from the South-
ern and Eastern Africa Trade Information and Negotiations
Institute (SEATINI), argues: “We need to first assess the im-
plication of Brexit ... because we might not benefit, but the EU
[minus Britain] stands to benefit in every way.””*

Despite the obvious disarray that exists, the EU continues
to push hard for the most recalcitrant blocs like East and West
Africa to sign the EPA. All of this is happening against the
backdrop of the imminent negotiation of a successor to the
Cotonou Agreement, which expires in 2020. The ACP states
have already announced that they want to shift their trade and
investment relations with the EU from a free trade to a prefer-
ential basis under the new agreement.

Further to this is the Continental Free Trade Area (CFTA)
that was established by the African Union Summit in an at-
tempt to fast-track the continent-wide trade integration ele-
ment of the 1991 Abuja Treaty. The CFTA is an attempt by the
African Union to create an African Economic Community.
Among other aspects, it will negotiate issues around tariff
elimination, rules of origin, non-tariff barriers, sanitary and
phytosanitary standards, trade facilitation and trade in ser-
vices. It is expected to be completed at the end of 2017.

The EPA is running into all kinds of hurdles like Brexit, a
growing rise of nationalistic tendencies and xenophobia as well
as other national processes that are overshadowing regional
and international agreements. There is increasing opposition
towards FTAs in Africa and beyond. Even within the EU, there
is mass mobilization by people who oppose them. As a result,
governments are barely able to pass these agreements.

These setbacks present a perfect opportunity to renew the

opposition against the EPA and other upcoming FTAs like the
post-Cotonou arrangement that is currently being developed.
This is the moment when the whole FTA agenda in Africa needs
to be challenged and groups need to come together to push
for a new deal. The time is now for African countries to priori-
tize their citizens and put their needs first, before FTAs are
negotiated and signed.

The above is extracted from “Colonialism’s new clothes: The EU’s Eco-
nomic Partnership Agreements with Africa”, a report (August 2017) by
GRAIN. The full report is available at www.grain.org. GRAIN is a small
international non-profit organization that works to support small farmers
and social movements in their struggles for community-controlled and
biodiversity-based food systems.
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OURISN RIS IOl Indigenous peoples |

(continued from page 4)

“Indigenous women are commonly
the poorest of the poor, discriminated
against because they are indigenous and
because they are women.”

The ILO said that the marginaliza-
tion and social exclusion faced by indig-
enous peoples must be addressed as part
of the collective effort to achieve the Sus-
tainable Development Goals of the UN
2030 Agenda for Sustainable Develop-
ment.

“Our combined efforts — govern-
ments, employers’ and workers’ organi-
zations, indigenous peoples and their or-
ganizations, UN partners and others —
can go a long way in ensuring that in-
digenous peoples are not left behind.”

A message was also issued on 9 Au-
gust by Irina Bokova, Director-General
of the UN Educational, Scientific and
Cultural Organization (UNESCO), on the
occasion of the International Day.

Bokova noted that indigenous
peoples are custodians and practitioners
of unique cultures and relationships with
the natural environment. “They embody
a wide range of linguistic and cultural
diversity at the heart of our shared hu-
manity. Protecting their rights and dig-
nity is protecting everyone’s rights and
respecting humanity’s soul, past and fu-
ture.”

The protection and well-being of in-
digenous peoples has never been so im-
portant. Despite their cultural diversity
and homelands across 90 countries, they
share common challenges related to the
protection of their rights as distinct
peoples.

Bokova noted that UNESCO’s latest
Global Education Monitoring Report
provides concrete guidance and policy
advice for the advancement of indig-
enous peoples’ rights.

UNESCO also launched the Local
and Indigenous Knowledge Systems
(LINKS) programme in 2002 to support
governments in creating synergies be-
tween scientific and indigenous peoples’
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