
1Third World Economics  16 – 31 October 2018No 675

conomics
THIRD WORLDE

TRENdS  &  ANAlySiS

Published by the Third World Network     KDN: PP 6946/07/2013(032707)    ISSN: 0128-4134     Issue No 675    16 – 31  October  2018

Also in this issue:

US proposal on S&DT
opposed in WTO

A US proposal to deny selected developing countries special and
differential treatment (S&DT) in the WTO rules has met with strong
opposition. Developing-country WTO members have branded the
proposal “one-sided and arbitrary”, stressing that S&DT remains
relevant to their countries, which continue to face serious develop-
ment challenges and capacity constraints.

●●●●● US suffers major setback over S&DT
proposal – p2

●●●●● South countries firmly oppose change
in S&DT architecture – p5

US-China trade deal could throw
WTO into uncharted waters     p8

Poor-quality employment a
major challenge – ILO
                                                   p10

Economic crisis can trigger
world war                                  p13

African food sovereignty move-
ments should connect with
radical feminist movements    p14



2 Third World Economics  16 – 31 October 2018 No 675

THIRD WORLD

Trends & Analysis
Economics

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     WTO

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).

• 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).

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

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

• 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.

• 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

US suffers major setback over
S&DT proposal
A US proposal to limit flexibilities in WTO rules for developing countries
has come up against strong opposition from member states which say
that such “special and differential treatment” is key to bridging the divide
with developed countries.

by D. Ravi Kanth

GENEVA: The United States suffered a
humiliating setback on 28 February at the
World Trade Organization on its pro-
posal to deny special and differential
treatment (S&DT) to several developing
countries.

More than 100 developing and least-
developed countries asserted that S&DT
is a legitimate right open to all develop-
ing countries and enshrined in the
Marrakesh Agreement that established
the WTO, trade envoys told the South-
North Development Monitor (SUNS).

At a meeting of the WTO’s General
Council, many developing and least-de-
veloped countries rallied around a joint
paper circulated by China, India, South
Africa, Venezuela, Kenya, Cuba, Bolivia,
Laos, Pakistan and the Central African
Republic on the “Continued relevance of
special and differential treatment in
favour of developing members to pro-
mote development and ensure inclusive-
ness.”

The coordinators of the Africa, Car-
ibbean and Pacific (ACP) Group of coun-
tries, the African Group and the least-
developed countries, trade envoys of
China and India, and senior trade offi-
cials of South Africa, Uganda, Turkey,
Egypt, Bolivia, Cuba and many other
developing countries rejected an Ameri-
can draft decision to deny S&DT to sev-
eral developing countries.

While developed countries such as
Norway, New Zealand, Canada, Switzer-
land, Australia and the European Union
suggested differentiation among devel-
oping countries in availing of S&DT, al-
beit with varying nuances, only the EU
came to the support of the US proposal
that attempted to drive a wedge between
developing countries on the one side and
the least-developed countries on the
other, said a trade envoy who asked not
to be quoted.

During the marathon General Coun-
cil meeting, China, India and South Af-
rica countered the US paper, “An undif-
ferentiated WTO: Self-declared develop-
ment status risks institutional irrel-
evance”, as well as the US “Draft Gen-
eral Council Decision on procedures to
strengthen the negotiating function of the
WTO”.

The draft decision proposed by the
US says that S&DT benefits must accrue
to “those [WTO] Members with the
greatest difficulty integrating into the
multilateral trading system.”

In light of this, under the proposal,
“the following categories of Members
will not avail themselves of special and
differential treatment in current and fu-
ture WTO negotiations:

“i. A WTO Member that is a Mem-
ber of the Organization for Economic
Cooperation and Development (OECD),
or a WTO Member that has begun the
accession process to the OECD;

“ii. A WTO Member that is a mem-
ber of the Group of 20 (G20);

“iii. A WTO Member that is classi-
fied as a ‘high income’ country by the
World Bank; or

“iv. A WTO Member that accounts
for no less than 0.5 per cent of global
merchandise trade (imports and ex-
ports).”

Further, the proposal says that
“nothing in this Decision precludes
reaching agreement that in sector-spe-
cific negotiations other Members are also
ineligible for special and differential
treatment.”

In introducing the US paper and the
draft decision at the General Council, the
US ambassador to the WTO, Dennis
Shea, argued that China, India and South
Africa among others made rapid
progress in several trade-related areas
over the past 20 years while availing
themselves of S&DT flexibilities.
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He said that countries like Chad and
Benin which failed to make much
progress cannot be compared to China,
India and South Africa, suggesting that
only least-developed countries deserve
S&DT in negotiating future agreements
but not major developing countries, said
a trade envoy who asked not to be
quoted.

Shea said China and India have
made tremendous progress in various
sectors and also provide tens of billions
of dollars of farm subsidies that are dis-
torting global trade. He claimed that the
joint paper by China, India, South Africa
and Venezuela along with six other coun-
tries did not provide a correct account of
the many trade policy achievements
made by them.

Lacking legitimacy

In a detailed response through sev-
eral interventions, China’s Ambassador
Zhang Xiangchen said the US paper “ne-
glects the gaps between developing and
developed Members in terms of per
capita income, science and technology,
economic structure, regional balance,
social administration, quality of develop-
ment as well as differences in their stages
of development.”

While the US “analytical paper is in
itself flawed, the proposed actions in the
form of draft decision of General Coun-
cil certainly lack legitimacy, and can only
be a groundless ‘hanging garden’ float-
ing in the air,” the Chinese envoy said.

Zhang said the US paper “selectively
picks indicators” to exaggerate the level
of development of some developing
countries.

In addition to economic and social
disparities between the developed and
developing countries, the developing
countries face “tremendous capacity con-
straints” in participating in the multilat-
eral trading system, he said. China is
“proud” of its “hard-won achievements”
but remains “still the largest developing
country in the world.”

The Chinese envoy said “special and
differential treatment is a key policy tool
for addressing development divides and
capacity constraints, and therefore is in-
dispensable for the multilateral trading
system.”

While S&DT is “an exception from
general trade rules”, it is not “charity
granted by developed Members”, Zhang

said. It is “the result of the painful nego-
tiations in which developing Members
have paid a high price in exchange, and
therefore an integral and indispensable
part of the multilateral trade rules”.

After years of unfair treatment
meted out to developing countries in the
multilateral trading system, S&DT was
negotiated by developing countries.
“Taking agriculture as an example, per
capita agricultural subsidies of the US is
70 times that of China, 176 times that of
Brazil and 267 times that of India,” the
Chinese envoy noted.

“As pointed out by an UNCTAD ex-
pert, a simple reciprocal market opening
amongst the countries with different lev-
els of economic power is in itself a dis-
crimination,” Zhang maintained.

He said that S&DT was aimed at cor-
recting “historic discrimination”. “From
the Enabling Clause to the Agreement on
Textiles and Clothing, developing Mem-
bers fought hard to get special and dif-
ferential treatment in negotiations.”

Developing countries, said Zhang,
made significant concessions in the Uru-
guay Round trade talks, particularly on
trade in services and intellectual prop-
erty rights, to keep textiles trade within
the multilateral rules and reduce distor-
tions in agricultural trade.

Against this backdrop, “abandoning
self-declared development status is
handing out our right to pick the right
shoes for ourselves,” he said.

Zhang also responded to a comment
by his US counterpart that the joint pa-
per by the 10 developing countries had
wrongly attributed to Thomas Jefferson
the quotation “There is nothing more
unequal than the equal treatment of un-
equal people.” The Chinese envoy said,
“You know Thomas Jefferson better than
I do, just as I know Confucius better than
you do ... So we should have avoided
selling water on the river. We can modify
our paper to use another quote of Tho-
mas Jefferson that you mentioned, ‘Truth
is the proper and sufficient antagonist to
error.’”

Zhang said the failure of the WTO
negotiating function, as pointed out by
the Indian trade envoy J.S. Deepak, “is
not caused by special and differential
treatment or self-declaration, but by the
capacity constraint of developing Mem-
bers and the unreasonable power struc-
ture of the multilateral trading system.”

Limiting S&DT for developing

members or, more precisely, for a certain
group of developing members, would be
tantamount to forcing them onto “a nar-
row path that [they] have to take to keep
up in a structurally biased system,” ar-
gued Zhang.

S&DT, according to the Chinese en-
voy, is made up of four “L”s: “less” in
terms of the scope of concessions;
“lower” in terms of the amount of con-
cessions; “longer ” in terms of the
timeframe for concessions; and “later” in
terms of the start date of concessions.

Often, the proponents seeking differ-
entiation among developing countries in
the enjoyment of S&DT fail to see “the
structural imbalance in the multilateral
trade negotiations”, such as “who sets
the negotiating agenda, who leads the
negotiation process, who has more in
shaping the negotiation outcome”, the
Chinese envoy said. It is little surprise
that “some developed Members have
certain de facto privileges in the nego-
tiations and they have made good use of
these privileges”.

“If such imbalances continue, the
only way for developing members to
partially remedy the imbalance is
through special and differential treat-
ment,” Zhang contended. “Therefore, if
the WTO cannot address the fundamen-
tal issue of negotiating power structure
and take real reform measures, any at-
tempt to deprive developing Members of
their right to special and differential
treatment is unjust and mission impos-
sible”.

“One-sided and arbitrary”

During his interventions, the Indian
ambassador to the WTO, J.S. Deepak,
pointedly told his US counterpart that the
US approach to development is “one-
sided and arbitrary”, and “can cause last-
ing damage to the multilateral trading
system”.

Deepak said that S&DT for develop-
ing and least-developed countries, as
provided for in Part IV of the General
Agreement on Tariffs and Trade (GATT),
is “an unconditional right.” Further, Part
IV “recognizes the enormous difference
in the levels of development between
different Members of the WTO, and al-
lows developing Members the space to
formulate their domestic trade policy, in
a way that helps them to reduce poverty,
generate employment and integrate
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meaningfully into the global trading sys-
tem.”

“Over the past five decades, this has
formed the basis for the concept of S&DT
and less than full reciprocity under the
GATT and WTO,” he said.

Deepak challenged the US argument
about “a significant reordering among
countries and increasing economic dif-
ferentiation among them.” He said that
“while developing Members have
achieved progress on some economic in-
dicators since the inception of the WTO,
the old gaps in the levels of development
are far from being bridged and, in some
areas, have even widened.” Meanwhile
“new divides, especially in the digital
and technological spheres, are becoming
more pronounced.”

The US paper’s attempts “to cherry-
pick and employ selective economic in-
dicators to deny the persistence of the
divide between developing and devel-
oped Members are profoundly insidi-
ous.”

More disturbingly, the US proposal
is “extremely divisive”, said Deepak. “In
addition, the proxy parameters that they
have chosen for development are arbi-
trary and the language in their proposal
is broad enough to allow for new condi-
tions to be brought in to phase out S&DT
on a sector-specific basis, even for Mem-
bers who fall outside the ambit of the four
criteria mentioned in the US paper.”

Clearly, the US strategy “appears to
be a strategy to ultimately terminate spe-
cial and differential treatment at the
WTO.”

The US narrative on S&DT is flawed,
Deepak said, adding that the United
Nations Conference on Trade and Devel-
opment (UNCTAD) has pointed out that
S&DT provisions in various WTO agree-
ments are “imprecise, unenforceable and
in the form of ‘best endeavour clauses’”.

“Therefore the assertion that oner-
ous SDT obligations are making the WTO
irrelevant is untenable,” Deepak said. “It
is also important to note that though
Members can declare themselves as de-
veloping, their specific rights and obli-
gations are still subject to negotiations.”

The Indian envoy also drew atten-
tion to an agenda item of the day’s Gen-
eral Council meeting under which exten-
sion of an exemption was being sought

for the US for its Jones Act. (The exemp-
tion for the Jones Act had been de-
manded by the US as a condition for
agreeing to the Uruguay Round agree-
ments. It has been repeatedly continued
since the inception of the WTO in 1995. –
SUNS)

When asked whether this exemption
granted to the US amounted to “reverse
S&DT”, the WTO spokesperson Keith
Rockwell said it was only an exemption.

Deepak said “there exist several ‘re-
verse SDT provisions’ in the covered
agreements that give explicit carve-outs
to developed Members and benefit them
at the expense of developing Members.”

“Let me remind the United States
that it sought and benefited from the
waiver from some of the key obligations
especially in the area of agriculture and
textiles, sectors of export interest for least-
developed countries and developing
countries, under the GATT for almost 40
years,” the Indian envoy said.

He said “it is factually incorrect to
blame the self-declaration of develop-
ment status as the reason for the lack of
progress in negotiations.” “Rather, a
‘self-declared paralysis’ has occurred in
the WTO due to the inability of the de-
veloped Members to abide by the agreed
negotiating mandates of the Doha Round
and the progress made thereunder.” This
was, he said, in spite of the fact that “the
Doha Round was launched with the pri-
mary objective of bridging the trust defi-
cit between developing and developed
Members and increasing the opportuni-
ties for developing Members to integrate
meaningfully into the global trading sys-
tem.”

Deepak quoted former US Trade
Representative Robert Zoellick who had
said that the Doha Round, with devel-
opment as its core, would be “the start-
ing point for greater development,
growth, opportunity and openness
throughout the world.” Sadly, “this is a
promise that has remained unfulfilled.”

Deepak said India can never agree
to the US proposal to deny S&DT based
on selective criteria. He argued that “self-
declaration of development status has
been a longstanding practice since the
early days of the GATT, and therefore it
became a part of the customary practices
to be followed by the WTO within the

meaning of Article XVI:1 of the
Marrakesh Agreement.”

“Depriving developing Members of
the policy space that is a right and that
was enjoyed by each developed Member
in their process of structural transforma-
tion and economic growth, would be a
gross violation of the basic tenets of eq-
uity and justice and would strike at the
very legitimacy of the rule-based sys-
tem,” he warned.

Fundamental right

Deepak made five points to drive
home the message that S&DT is a funda-
mental right for all developing countries:

i. Despite the impressive economic
progress made by many developing
members over the past 2-3 decades, the
gap in living standards with the devel-
oped members persists and has actually
widened in respect of many parameters.

ii. Developing members continue to
confront many formidable challenges,
which provide a strong argument for the
continued relevance of S&DT in their
favour. If the multilateral trading system
is unable to respond to their needs, some
of the developing members may not re-
tain a high stake in the system.

iii. A regime based on complete reci-
procity will mainly benefit those mem-
bers which are better endowed with capi-
tal and technology. Developing mem-
bers, which face significant challenges
and constraints, will not be able to ben-
efit from such a regime.

iv. S&DT provisions should be
viewed as an instrument to enable de-
veloping members to decide what obli-
gations to undertake and over what
timeframe.

v. In the past, the GATT/WTO mem-
bership exhibited realism and a strong
sense of fairness in agreeing to S&DT
provisions as an unconditional right for
developing members. “In his plenary
statement at the Doha Ministerial Con-
ference, Pascal Lamy, then EU Trade
Commissioner, emphasized that devel-
opment belongs ‘right at the heart of the
multilateral trading system’.”

“If future negotiations do not adopt
a similar approach,” warned Deepak,
“then it would be a certain recipe for in-
tractable deadlock in negotiations.” He
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said “it is in the combined interest of the
entire WTO Membership to avoid this
eventuality.”

“A highly distorted picture”

In a hard-hitting intervention, South
Africa said data presented in the US pa-
per “paint a highly distorted picture that
does not reflect the real state of develop-
ment divide.”

The South African trade official ar-
gued the developing countries which
suffered premature deindus-trialization
are facing massive unemployment and
poverty problems.

The principle of S&DT, said South
Africa, was “conceived to allow devel-
oping countries a degree of flexibility to
deploy such policy measures to support
their growth and industrial development
within the framework of global trade
rules.”

Nevertheless, S&DT has proven in-
adequate, the South African official said,
pointing out that the African Group has
put forward proposals for making S&DT
effective.

The US draft decision “targets 34
developing countries explicitly but opens
the possibility to deny S&DT to all de-
veloping countries and least-developed
countries when it states categorically that
‘nothing in this Decision precludes reach-
ing agreements that in sector-specific
negotiations other Members are also in-
eligible for special and differential treat-
ment’”, South Africa said.

“South Africa will not waive its right
of self-declaration of its development sta-
tus and to S&DT,” the South African of-
ficial maintained.

In conclusion, judging by the discus-
sions at the General Council meeting, the
US draft decision brought about unity
among developing and least-developed
countries to safeguard S&DT provisions.
But it is clear the developed countries will
continue to raise this issue in the coming
days in one form or another.

(During the Uruguay Round nego-
tiations, the US and the EU had made
similar efforts, arguing that while many
of the least-developed countries needed
S&DT, many developing countries like
India and Brazil had made considerable

South countries firmly oppose change in
S&DT architecture
At a meeting held on the eve of  the General Council session, developing-
country delegates had also spoken out against the attempts to constrain
S&DT as well as voiced their views on other proposed WTO reforms.
by D. Ravi Kanth

GENEVA: China, India, South Africa and

many other countries on 27 February, at
an informal meeting of the Doha Trade
Negotiations Committee (TNC), firmly
opposed any change in the current archi-
tecture for special and differential treat-
ment at the WTO, rejecting calls from the
United States and its allies to introduce
“differentiation” among developing
countries for availing of S&DT.

On the crisis engineered by the US
in the WTO’s Appellate Body (AB) fol-
lowing its unilateral decision to block the
filling of four vacancies at the AB, the
TNC meeting witnessed near-unanimity
among developed, developing and the
poorest countries on the one side, and the
US on the other.

Around 50 members said the AB cri-
sis, if not resolved soon, will pose the big-
gest systemic threat to the WTO and to
the enforcement of trade rules. Trade
envoys warned that the decimation of the
AB by 11 December 2019 (when the terms
of two remaining AB members will ex-
pire, leaving the AB with just a single
member and thereby non-functional if
the vacancies are not filled) must be pre-
vented at any cost.

Even WTO Director-General
Roberto Azevedo, who is also chair of the
TNC, cautioned members that non-reso-
lution of the continued impasse in fill-
ing the AB vacancies will undermine the

WTO’s dispute settlement system, ac-
cording to trade envoys present at the
meeting.

But the US, which has launched the
sustained assault on the AB over the past
three years, turned a deaf ear to calls for
an immediate resolution. The US trade
envoy Dennis Shea merely said the AB
must adjudicate according to its man-
date, but gave no assurance that Wash-
ington would allow an expeditious se-
lection process for filling the four AB va-
cancies, trade envoys told the South-
North Development Monitor (SUNS).

WTO reforms

On the proposed WTO reforms,
sharp divisions emerged between the
developing countries and least-devel-
oped countries (LDCs) on the one side,
and the developed countries on the other.

India, for example, said that the “re-
form proposals must promote inclusive-
ness and non-discrimination, build on
trust, address the inequities and glaring
asymmetries in existing agreements
which are against the interests of devel-
oping countries and LDCs, and most ur-
gently, as a first step, break the impasse
in filling the vacancies in the Appellate
Body.”

South Africa said that the proposals

progress and were competitive. Taking
the US and the EU at their word then,
Bangladesh, which was coordinating the
least-developed countries, would seek to
amend formulations on S&DT for devel-
oping countries by adding the words
“and especially least-developed coun-
tries”.

(After the conclusion of the Uruguay
Round and the signing of the Marrakesh
Agreement, at a consultation meeting of

experts convened by UNCTAD, the
Bangladeshi representative Mr. Talukdar
said that though the main protagonists
of the Round, the US and the EU, had
promised special and favourable treat-
ment to the least-developed countries, it
was Bangladesh’s experience, when it
came to tariff negotiations, that the US
and the EU made no concessions and de-
manded full reciprocity instead. – SUNS)
(SUNS8858)     ❐
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on WTO modernization remain mean-
ingless “if the issues of long-standing
concern are to be set aside.”

“We do not believe that any propos-
als can be at the expense of longstanding
principles of inclusivity, Member-driven
participation, consensus, multilateral
mandate and special and differential
treatment,” South Africa emphasized.

Many developing countries, includ-
ing India and South Africa, called for
addressing the unfinished Doha Devel-
opment Agenda issues in agriculture,
particularly the trade-distorting domes-
tic subsidies.

India, South Africa, Indonesia and
several countries in Africa and South
America called for an outcome on the
permanent solution for public stockhold-
ing programmes for food security.

Brazil, which formed the G20 devel-
oping-country grouping for bringing the
development dimension into the agricul-
ture negotiations, called for “launching
plurilaterals on key sectors in agriculture,
such as beef and animal protein in gen-
eral.” “These would ideally encompass
domestic support limits as well as tariff
cuts and quota expansion ... even SPS
[sanitary and phytosanitary] provisions
could be included in those efforts,” Bra-
zil said, indicating the abdication of the
G20 principles it had established with In-
dia, South Africa and China among oth-
ers in August 2001.

Members supported the ongoing
negotiations for hammering out disci-
plines on fisheries subsidies, albeit with
varying cautions on the S&DT
flexibilities.

India, South Africa and several other
developing countries warned against at-
tempts by developed and several devel-
oping countries, including China, to
launch plurilateral negotiations on elec-
tronic commerce. Such attempts, they
maintained, would not only undermine
the ongoing multilateral exploratory
work under the 1998 WTO work
programme on e-commerce but also ac-
centuate the digital divide.

“We believe that the negotiations on
electronic commerce at the WTO [are] an
idea whose time has not yet come,” said
India. “In our view, these negotiations
strike at the roots of the multilateral sys-
tem and its mandate, and therefore, we
are not persuaded to join them.”

In sharp contrast, the developed
countries and several of their develop-

ing-country allies said they want an out-
come on their plurilateral e-commerce
rule-making initiative at the next WTO
Ministerial Conference, which will be
held in Astana, Kazakhstan, in June 2020.

Special and differential treatment

In brief interventions, the coordina-
tors of the African Group, the Africa,
Caribbean and Pacific (ACP) Group and
the LDCs, as well as trade envoys of
China, India, South Africa, Indonesia and
Brazil, among others flatly opposed any
change in S&DT.

Malawi, the ACP Group coordina-
tor, said the Group “is a proponent with
the G90 on the special and differential
treatment agreement-specific proposals,
still remaining without any attention and
agreement since 2001.”

“These proposals reflect our con-
cerns about constraints on us in the WTO,
ineffective functioning of the WTO
Agreements, and the need to reform the
system to more effectively serve devel-
oping country interests,” Malawi said on
behalf of the ACP Group.

“We have layers of developing coun-
try status within our group including
those who are LDCs and small, vulner-
able economies and SIDS [small island
developing states],” said the ACP Group
coordinator. “Proposals critical to our
progressive adaptation to the multilat-
eral trading system and structural trans-
formation of our economies, from our
beginnings on the global trading scene
and under the colonial period, are still
needed.”

In 2001, when the US and the EU
launched the Doha Development
Agenda trade negotiations in the wake
of the 9/11 attacks, they had agreed to
specific improvements in the S&DT pro-
visions to make them effective and bind-
ing. But, subsequently, the developed
countries failed to engage in any mean-
ingful negotiations to bring about these
improvements, according to several Af-
rican trade envoys who asked not to be
quoted.

China said categorically that it has
no intention to discuss controversial is-
sues such as classification among WTO
members because it completely falls out-
side the WTO’s mandate and functions.

Chinese Ambassador Zhang
Xiangchen said “China firmly believes
that rules cannot be challenged and le-

gitimate rights of developing members
are beyond doubt.”

“Therefore, members should not
spend time on such issue, especially as
we are facing so many urgent tasks and
challenges,” the Chinese envoy said.

India’s trade envoy J.S. Deepak said
“topmost priority is to protect and pre-
serve the system, fix the Appellate Body
issue so that the independent dispute
settlement mechanism, which has served
us well and has been a strong pillar for
enforcing trade rules, can function effec-
tively.”

“At the same time we need to avoid
contentious issues like differentiation
which could be divisive, further reduce
trust within the organization and appear
to be doomed to end in a deadlock,” he
warned.

In a sharp intervention, South Africa
said members “cannot ignore that the
playing field in international trade is
uneven and is likely to become more
uneven with the intensification of unbal-
anced globalization.”

South Africa warned that “propos-
als in the name of modernization that
will amount to requiring some of us, but
likely all of us, to give up our right to
S&DT as developing and least-developed
countries, [are] divisive and futile – it will
not obtain consensus.”

It said “South Africa is a good ex-
ample of a country that took on commit-
ments beyond its level of development,
thereby closing off developmental policy
space, and rapidly causing premature
deindustrialization and massive eco-
nomic and socio-economic shocks.”

Indonesia called for “appropriate
and effective S&DT for developing and
least-developed members.” “We believe
S&DT would help the shortcomings of
developing and least-developed coun-
tries in balancing its obligations.”

Brazil said the S&DT issue must be
disentangled from the larger develop-
ment debate. “S&DT is a tool that, among
other uses, can and should be used to
promote development – it is not a goal
or an end in itself,” Brazil said, arguing
that “if properly used, S&DT will allow
us to reach our goal of negotiating bal-
ances.”

In short, the interventions at the
TNC meeting suggested that 2019 is go-
ing to be a make-or-break year for the
multilateral underpinnings of the WTO.
(SUNS8857)      ❐
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US announces intention to terminate
GSP benefits to India, Turkey
On the heels of  its proposal to scale down the provision of  S&DT to
developing countries in the WTO, the US has taken steps to scrap trade
benefits it currently accords to India and Turkey.

by D. Ravi Kanth

GENEVA: The United States has an-
nounced its intention to terminate ben-
efits accruing to exporters from India and
Turkey under the Generalized System of
Preferences (GSP) programme on contro-
versial grounds.

In a terse statement issued on 4
March, the Office of the US Trade Repre-
sentative (USTR) said it “intends to ter-
minate India’s and Turkey’s designations
as beneficiary developing countries un-
der the Generalized System of Prefer-
ences (GSP) programme because they no
longer comply with the statutory eligi-
bility criteria”.

The USTR said “India’s termination
from GSP follows its failure to provide
the United States with assurances that it
will provide equitable and reasonable
access to its markets in numerous sec-
tors.”

“Turkey’s termination from GSP fol-
lows a finding that it is sufficiently eco-
nomically developed and should no
longer benefit from preferential market
access to the United States market,” the
USTR said.

“By statute,” the USTR said, the ter-
mination of GSP benefits to India and
Turkey “may not take effect until at least
60 days after the notifications to Congress
and the governments of India and Tur-
key, and will be enacted by a Presiden-
tial Proclamation.”

In a background note, the USTR said
the US GSP programme offers duty-free
treatment to certain products “if benefi-
ciary developing countries meet the eli-
gibility criteria established by Congress.”

The “GSP criteria include, among
others, respecting arbitral awards in
favour of United States citizens or cor-
porations, combating child labor, respect-
ing internationally recognized worker
rights, providing adequate and effective
intellectual property protection, and pro-
viding the United States with equitable

and reasonable market access.”
According to the eligibility review

of India’s compliance with the GSP mar-
ket access criterion in April 2018, the
USTR said, “India has implemented a
wide array of trade barriers that create
serious negative effects on United States
commerce.”

The USTR, however, did not elabo-
rate on these so-called barriers.

“Despite intensive engagement, In-
dia has failed to take the necessary steps
to meet the GSP criterion,” the USTR
said.

As regards Turkey, the USTR main-
tained that Turkey does not deserve the
benefits under the GSP programme be-
cause of its rapid economic progress and
increased per capita gross national in-
come.

Preference schemes

The GSP programme provides a
margin of preference in the tariffs on de-
veloping-country exports to developed
countries so as to increase competitive-
ness in the developing countries. The
preference-giving countries are allowed
to design their own preference schemes.

The 1968 United Nations Conference
on Trade and Development (UNCTAD)
resolution on the GSP, which entered into
force in 1971, called for preference
schemes that are “generalized, non-recip-
rocal, non-discriminatory system of pref-
erences in favour of the developing coun-
tries, including special measures in
favour of the least advanced among the
developing countries.”

The so-called Enabling Clause (the
1979 Decision on Differential and More
Favourable Treatment, Reciprocity and
Fuller Participation of Developing Coun-
tries) under the General Agreement on
Tariffs and Trade (GATT) legitimizes the
legal basis for the extension of non-re-

ciprocal trade preferences to and among
developing countries.

The Enabling Clause and Part IV of
the GATT (adopted much earlier) offer
longer time periods for implementing
agreements and commitments, lower
levels of commitments and measures to
increase trading opportunities.

The Enabling Clause (now part of
the WTO’s GATT-acquis) states unam-
biguously that the developed countries
do not expect the developing countries
in the course of trade negotiations or bi-
lateral trade relations “to make contribu-
tions which are inconsistent with their
individual development, financial and
trade needs.”

Aggressive policy

Against this backdrop, the US deci-
sion to terminate the GSP benefits to In-
dian and Turkish exporters would be tan-
tamount to an aggressive pursuit of its
unilateralist trade policies, said a trade
envoy who asked not to be quoted.

The US, which has been goading In-
dia to enter into negotiations on a bilat-
eral free trade agreement, has exerted
unprecedented pressure on the Indian
government to fall in line with its de-
mands for market access.

The US sought market access for
dairy products and medical equipment,
two sectors in which India found it diffi-
cult to concede because of its public
policy priorities. The US has also been
demanding that New Delhi drastically
reduce import tariffs on Harley-
Davidson motorcycles and various high-
end electronics items.

“India is a very high-tariff nation.
They charge us a lot,” US President
Donald Trump told his conservative sup-
porters at a meeting on 2 March. “When
we send a motorcycle to India, it’s a 100%
tariff. They charge 100%. When India
sends a motorcycle to us, we brilliantly
charge them nothing.”

The government of Indian Prime
Minister Narendra Modi, which entered
into huge defence and nuclear reactor
contracts with the US in 2017, is facing a
massive economic crisis with rising cur-
rent account deficits. Recently, it in-
creased import duties on various goods
because of exchange rate problems when
the rupee sank against the dollar.

The USTR has also constantly found
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fault with the enforcement of intellectual
property policies in India even though
India has adhered to the provisions in the
WTO’s Agreement on Trade-Related As-
pects of Intellectual Property Rights
(TRIPS).

Further, US corporations such as
Walmart and Amazon are angry with
India’s latest policies and proposed regu-
lations on electronic commerce. The In-
dian ministry of industry had unveiled
draft e-commerce regulations that would
encourage domestic companies.

The US decision on the GSP could
undermine the bilateral free trade agree-
ment negotiations with India, said trade
analysts in New Delhi.

(However, official reactions in India
suggest they view the US decision, be-
yond causing some irritation and disap-
pointment, as having perhaps a minor
effect on Indian exports to the US. Indian
media reported Commerce Secretary
Anup Wadhawan as saying on 5 March
that the decision won’t have any “signifi-
cant impact”. He said: “The total GSP
benefits amount to about $190 million on
overall exports of $5.6 billion between the
two countries.”

(The US administration wants a re-
versal of orders by India’s drug pricing
regulator for a significant cut in the prices
of cardiovascular stents and knee im-
plants. It also wants changes to a decade-
old religion-based rule that requires all
imported dairy products to be derived
from animals that have never consumed
anything containing “internal organs,
blood meal or tissues of ruminant ori-
gin”. India has however rejected both
these demands of the US. The denial of
the GSP benefits is said to be related to
these restrictions.

(Most of the goods that will now lose
the GSP benefits are labour-intensive in-
termediate parts for US industry, such as
car parts. Facing intense competition, the
US industry which has been using these
cheaper, duty-free imports will be hit as
much as the Indian exporter, if not more.

(In the current political situation in
India, which faces an impending general
election, even if some in the Indian gov-
ernment might want to cozy up to the
US, it will be very difficult for them to
capitulate to the US demands. The GSP
decision will make it even more difficult
for the pro-US lobbies in India who are
trying to line up India with the US
against China. – SUNS)

With regard to the termination of
GSP benefits to Turkey, the US decision
has more to do with the political tensions
between Turkey’s President Recep
Tayyip Erdogan and Trump, according
to the Financial Times of 5 March.

The proposed termination of GSP
benefits also coincides with the US as-
sault on special and differential treat-
ment (S&DT) flexibilities to several de-
veloping countries in the WTO.

US-China trade deal could throw WTO
into uncharted waters
Where does the mooted bilateral US-China deal to settle their trade feud
leave the multilateral WTO system?

by D. Ravi Kanth

GENEVA: As the world’s two largest
economies, the United States and China,
zero in on a “trade agreement” that is
likely to be signed by end-March, a new
normal is being established for resolving
bilateral trade disputes. This has the po-
tential to throw the WTO into uncharted
waters.

With the two leading trading nations
setting their own rules, it could irrepa-
rably damage the WTO’s negotiating
function, its adjudicating role and even
the proposed reforms for an enhanced
oversight role for the WTO secretariat,
according to trade envoys.

Terms of  deal

Preliminary details of the proposed
US-China deal, as reported in the Wall
Street Journal on 3 March, suggest that the
China hawks in Washington, led by the
US Trade Representative Robert
Lighthizer and White House trade policy
adviser Peter Navarro, have suffered a
setback in their internal battle, with US
Treasury Secretary Steven Mnuchin in-
sisting on a rapprochement.

There is a lurking fear among Wall
Street financial firms and asset manag-
ers as to what China would do in its pur-
chase of US Treasury bonds if its trade
surplus is reduced.

“What worries me about the conver-
sation between the US and China is:
China has a $1.3 trillion pool of US
Treasurys, they’ve been accumulating
because of the [US] trade deficit,” Larry
Fink, the head of the world’s largest as-
set management fund Black Rock, told
CNBC television channel on 24 February.
“And if China reduces the purchase of
US Treasurys because of the proposed
reduction in trade [gap] as demanded by
the US, who is going to be the substitute
buyer to buy this?”

The fear that China could cause dis-
ruption in the financial markets by re-
ducing its purchase of US Treasury bonds
weighed heavily in ramping up pressure
on Lighthizer to reach a deal, according
to commentators in the US media.

The preliminary details of the deal,
according to the Wall Street Journal, indi-
cate that China will provide enhanced
market access for American farm, chemi-
cal, auto and energy products among
others through reduced tariffs and scal-
ing down of trade-related restrictions.

China has already signalled that it
is ready to reduce import tariffs on for-
eign vehicles from the current level of
15% to somewhere close to zero. Signifi-
cantly, as a political bonanza for the
much-tormented US President Donald
Trump who will face re-election in 2020,

Significantly, the US trade-related
actions seem somewhat like
Washington’s actions seeking regime
change in Venezuela and other South
American countries based on its imperi-
alist Monroe Doctrine of 1823.

Washington is taking a “my way or
the highway” approach, which can be
tackled only if all countries remain
united against its assault on the bilateral
and multilateral fronts. (SUNS8860)   ❐
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China will buy unspecified amounts of
soybean, beef and pork among others
running into tens of billions of dollars.
These purchases could buoy Trump’s
electoral prospects in major farm states
in the US Midwest. Beijing is also ex-
pected to import natural gas from the US
to the tune of $18 billion as part of the
deal.

In return, the US is expected to
gradually remove the unilateral tariffs
imposed under the US Section 232 and
Section 301 provisions on Chinese prod-
ucts worth more than $260 billion.

According to the WSJ, the US could
allow American companies to export to
China, with safeguards, some hi-tech
electronic items. China is eager to buy
American semiconductors and other vi-
tal products needed for its burgeoning
telecommunications companies.

The proposed “trade agreement”, in-
stead of memorandums of understand-
ing (MoUs) as conceived by Lighthizer,
will also indicate a timetable for China
to carry out so-called structural reforms
in terms of removing restrictions on for-
eign ownership holdings in joint ven-
tures, particularly in the auto and finan-
cial sectors, and increased intellectual
property protection.

In addition, a bilateral mechanism to
address specific concerns of American
companies is going to be established as
part of the proposed deal.

“The plan under discussion calls for
bilateral meetings of officials from both
countries to adjudicate disputes [and] if
those talks don’t produce agreement, Mr.
Lighthizer has said the US could impose
tariffs,” the WSJ reported.

China is however resisting a demand
from the US that Beijing must agree not
to “retaliate at least in some cases – if the
US levies sanctions”. China reportedly
told the US negotiators that such a de-
mand will make the agreement an “un-
equal treaty for China of the sort imposed
by Western powers in the 19th century”,
according to the WSJ.

China hawks in the US seem un-
happy with the manner in which Trump

                          (continued on page 16)
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Poor-quality employment a major
challenge – ILO
Most of  the world’s workers still do not enjoy decent employment condi-
tions, finds a report by the International Labour Organization.

by Kanaga Raja

GENEVA: A majority of the 3.3 billion
people employed globally in 2018 expe-
rienced a lack of material well-being, eco-
nomic security, equal opportunities or
scope for human development, the Inter-
national Labour Organization (ILO) has
found.

In its latest World Employment and
Social Outlook report, released on 13 Feb-
ruary, the ILO pointed out that being in
employment does not always guarantee
a decent living. “Many workers find
themselves having to take up unattrac-
tive jobs that tend to be informal and are
characterized by low pay and little or no
access to social protection and rights at
work.”

Significantly, 360 million people in
2018 were contributing family workers
and 1.1 billion worked on their own ac-
count, often in subsistence activities that
are pursued because of an absence of job
opportunities in the formal sector and/
or the lack of a social protection system.

Overall, 2 billion workers were in
informal employment in 2016, account-
ing for 61% of the world’s workforce.

The poor quality of many jobs also
manifests itself in the fact that, in 2018,
more than one quarter of workers in low-
and middle-income countries were liv-
ing in extreme or moderate poverty, said
the ILO.

On a positive note, said the ILO, the
incidence of working poverty has de-
creased greatly over the past three de-
cades, especially in middle-income coun-
tries. In low-income countries, however,
the pace of poverty reduction is not ex-
pected to keep up with employment
growth, so that the actual number of
working poor in these countries is pro-
jected to rise.

The ILO report highlighted the per-
sistence of a number of major deficits in
decent work. At the current rate of

progress, the ILO said, attaining the goal
of decent work for all, as set out in the
Sustainable Development Goals (SDGs),
especially SDG 8, seems unrealistic for
many countries.

“SDG 8 is not just about full employ-
ment but the quality of that employ-
ment,” said Deborah Greenfield, the ILO
Deputy Director-General for Policy.
“Equality and decent work are two of the
pillars underpinning sustainable devel-
opment,” she added.

“Being in employment does not al-
ways guarantee a decent living,” said
Damian Grimshaw, the ILO Director of
Research. “For instance, a full 700 mil-
lion people are living in extreme or mod-
erate poverty despite having employ-
ment.”

Global labour force

According to the ILO report, in 2018,
the global working-age population, com-
prising women and men aged 15 years
or older, was 5.7 billion. Out of these, 3.3
billion people, or 58.4%, were in employ-
ment, and 172 million were unemployed.
Both these groups taken together consti-
tute the global labour force, which there-
fore stood at 3.5 billion in 2018, imply-
ing a labour force participation rate of
61.4%.

The remaining 2.2 billion people
(38.6%) of working age were outside the
labour force, including those engaged in
education and unpaid care work and
those in retirement. Within this group,
140 million were in the potential labour
force (i.e., people who are looking for a
job but are not available to take up em-
ployment, or who are available but are
not looking for a job).

“Paid work is a key driver of mate-
rial well-being, economic security, equal-
ity of opportunity and human develop-

ment; however, advances in these areas
still elude a majority of workers across
the world,” said the ILO.

A considerable proportion of the
world’s working-age population is at risk
of poverty, and employment in such
cases is a matter of individuals trying to
meet their basic living needs and those
of their families. Indeed, many workers
find themselves having to take up vul-
nerable jobs, especially in the informal
economy, which are typically associated
with low pay and little or no access to
social protection and rights at work.

Some 360 million people, or 11% of
the employed, are contributing family
workers who lack effective access to so-
cial protection and income security, and
whose employment status is categorized
as informal by definition.

An additional 1.1 billion people, or
34% of the global working-age popula-
tion, work on their own account. “Al-
though own-account work can serve as
a springboard to entrepreneurship, a
large proportion of such work involves
subsistence activities that are pursued
because of the absence of job opportuni-
ties in the formal sector or the lack of a
social protection system,” said the ILO.
In fact, 85% of own-account workers op-
erate in the informal economy.

The ILO also found that just over
half (52%) of global workers are wage
and salaried employees. This type of
employment is often associated with bet-
ter working conditions and greater in-
come security, though that is not neces-
sarily true in many parts of the world, as
evidenced by the fact that 40% of such
jobs are informal.

Overall, a staggering 2 billion work-
ers are in informal employment, account-
ing for three in five (61%) of the world’s
workforce. Many informal workers,
moreover, are among the 55% of the glo-
bal population who do not enjoy any so-
cial protection.

The poor quality of many jobs also
manifests itself in the fact that, in 2018,
more than one quarter of workers in low-
and middle-income countries were liv-
ing in extreme or moderate poverty [i.e.,
on less than $3.20 per day in purchasing
power parity (PPP) terms].

According to the report, the average
annual growth of the global working-age
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population has decreased from 1.9% in
the period 1990-95 to 1.3% in the period
2013-18; it is projected to fall even fur-
ther, to 1.1%, by 2030. This slowdown is
reflected in a declining labour force
growth, with the latter rate falling from
1.8% in 1992 to below 1% in 2018 and
beyond. Employment growth has also
decreased over the same period, from an
average of 1.5% in the 1990s to below 1%
in 2018.

Projected GDP growth is highest in
low- and lower-middle-income coun-
tries. However, the significant expansion
in employment expected to take place in
low-income countries between 2018 and
2020 means that labour productivity
growth in these countries is likely to be
fairly low during that period, averaging
2.3% a year, compared with 4.2% in
middle-income countries.

“Such modest productivity growth
suggests that instead of catching up with
countries in the higher income group,
low-income countries are falling behind
in their efforts to raise living standards
and reduce poverty for all,” said the ILO.

It noted that around 61% of the
world’s working-age population partici-
pates in the labour market, either by be-
ing actually employed or by searching
for employment while being available for
work. This participation rate has been
declining on average by between 0.1 and
0.2 percentage points per year over the
past 25 years, with the steepest drop oc-
curring in the aftermath of the global fi-
nancial crisis of 2008.

The global labour force participation
rate for young people aged 15 to 24 de-
clined significantly between 1993 and
2018, falling by 15 percentage points to
reach 42% at the end of that period. This
trend can be ascribed mainly to the ris-
ing rate of educational enrolment among
young people. Globally, the gross enrol-
ment ratio in secondary education rose
from 55% in 1993 to 77% in 2017; in ter-
tiary education, it increased from 14% to
38% over the same period.

In 2018, the youth labour force par-
ticipation rate was highest, at 57%, in
low-income countries; the lowest value
(36%) was observed in lower-middle-in-
come countries. In upper-middle-income
countries, the youth participation rate
has declined by more than 20 percent-

age points since 1993, reaching 44% in
2018, a level similar to that recorded in
high-income countries (45%). However,
the gross enrolment ratio in tertiary edu-
cation in upper-middle-income countries
(52% in 2017) is still significantly lower
than in high-income countries (77%).

Some factors driving declining
labour force participation rates, such as
rising educational enrolment rates,
greater opportunities to retire and a
higher life expectancy, are positive for the
people that benefit from these.

However, the projected trends in
labour force growth also create new chal-
lenges regarding the organization of
work and the distribution of resources,
the ILO underlined.

First and foremost, existing pension
systems will be strained to keep older
people out of poverty. Second, a rising
dependency ratio raises labour demand
in specific sectors such as the care sector,
accelerating structural transformation.
Third, an increasingly ageing labour
force challenges workers’ ability to keep
up with the pace of innovation and struc-
tural changes in the labour market.

Informal employment

The ILO report noted that informal
employment is the reality for the major-
ity of workers worldwide. Thus, in 2016,
2 billion workers, or 61% of the global
labour force, were pursuing economic
activities that were either not covered at
all or insufficiently covered by formal
arrangements in law or in practice.

Significantly, informal workers are
much more likely to live in conditions of
poverty than formal workers. “It is im-
portant to note, though, that formality is
no guarantee of escaping poverty, and
that informal workers are not confined
to being poor,” said the ILO.

Globally, the rate of informality is
actually higher among men (63%) than
among women (58%). However, women
are more likely than men to be in infor-
mal employment in low- and lower-
middle-income countries. By contrast,
men are more frequently in informal
employment in upper-middle- and high-
income countries.

Informality is especially widespread
among own-account workers, with 85%

of them working under such arrange-
ments.

The workers and economic units
engaged in informal own-account work,
and also the businesses of informal em-
ployers, tend to lack legal recognition.
Moreover, they often fail to comply with
fiscal obligations and face serious diffi-
culties in entering into commercial con-
tracts and gaining access to financial re-
sources, markets or property.

As for wage and salaried workers,
40% of them have informal jobs, which
means that their employment relation-
ships are, in law or in practice, not sub-
ject to national labour legislation, income
taxation, social protection or entitlement
to certain employment benefits.

Slightly more than half of workers
worldwide, including both formal and
informal workers, were wage and sala-
ried employees in 2018; the proportion
is similar among both women and men.
Over the next five years, the share of
wage and salaried employees is projected
to increase by around 0.5 percentage
points.

The apparent gender equality in this
category of workers, however, masks
large disparities between countries at
different income levels, said the ILO.
First, the share of wage and salaried em-
ployment is larger in the higher-income-
level countries; in low-income countries
it averages 19%, compared with 87% in
high-income countries. Second, women
are less likely than men to be in this type
of employment in low-income countries;
the situation is reversed in high-income
countries.

The share of wage and salaried em-
ployment is expected to increase the most
in middle-income countries. Signifi-
cantly, in upper-middle-income countries
the female share is projected to increase
to a greater extent than the male share
over the next five years, with gains of 2.2
and 1.5 percentage points for women and
men, respectively.

Despite the improvements that have
taken place, working conditions continue
to be unsatisfactory for a large part of the
global workforce, said the ILO.

Globally, 1.5 billion people are esti-
mated to be own-account and contribut-
ing family workers, which renders them
especially vulnerable to the problems
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associated with informality. Further-
more, the pace of progress is too slow in
low-income countries to lead to a signifi-
cant reduction in the shares of these two
vulnerable groups: it is projected that in
2023 as many as 80% of workers in such
countries will still be own-account or
contributing family workers.

The report also found that the share
of agriculture in total employment is
shrinking across all country income
groups. Globally, it has declined from
44% in 1991 to 28% in 2018, with the larg-
est contribution to this decline being at-
tributable to middle-income countries. In
low-income countries, 63% of workers
were still employed in the agricultural
sector in 2018, down by just 8 percent-
age points since 1991.

The share of the manufacturing sec-
tor is decreasing at the global level – a
trend that is driven by high-income coun-
tries. The sectors in which expansion can
be observed are the construction sector,
non-market services and, most impor-
tantly, market services. At the global
level, services already accounted for just
under half of total employment in 2018,
said the ILO, adding that this share is ex-
pected to continue to rise.

Working poverty

A situation of extreme or moderate
poverty (i.e., having to live on less than
$3.20 per day in PPP terms) was the real-
ity for almost 700 million workers in low-
and middle-income countries in 2018.
This means that one in four persons in
employment in these countries lived in
conditions of poverty.

Nevertheless, enormous progress
has been made since 1993, when two in
three workers (altogether 1.3 billion
workers) were still living in extreme or
moderate poverty. It is expected that
there will be further progress in the years
to come, with the number of working
poor decreasing by a further 55 million
by 2023. The rate of decline, however, is
slowing down gradually, mainly because
the low share of working poor in upper-
middle-income countries cannot decline
much further.

Working poverty rates are declining
rapidly in middle-income countries. Up-

per-middle-income countries experi-
enced decreases in extreme and moder-
ate working poverty rates of more than
2 percentage points per year between
1993 and 2018. This speed of decline ob-
viously cannot continue, since by 2018
working poverty had fallen to 5.3%, said
the ILO.

The consistently high economic
growth achieved by China since 1993 has
contributed significantly to reducing the
share and overall number of working
poor in the group of low- and middle-
income countries. By contrast, the abso-
lute number of working poor is rising in
sub-Saharan Africa despite the declining
working poverty rate there.

Lower-middle-income countries still
accounted for the largest number of
workers in extreme and moderate pov-
erty (432 million) in 2018, but this num-
ber is projected to decrease by 54 million
by 2023: one in three workers in these
countries would then be living in pov-
erty.

Working poverty is widespread in
low-income countries, where in 2018 al-
most 40% of workers, or 116 million,
were living in extreme poverty; an addi-
tional 27.5%, or 81 million, were living
in moderate poverty. Although the work-
ing poverty rate in these countries is fall-
ing overall, the absolute number of work-
ers in extreme and moderate poverty is
projected to increase by 15 million by
2023 because the rate of creation of de-
cently paying jobs will not be able to keep
up with the rapid growth in the number
of jobseekers.

Unemployment

In 2018, the global unemployment
rate was estimated to stand at 5.0%: it had
therefore descended again to the level of
2008 and was significantly below the
average of 5.4% for the period since 2000.

“It is remarkable, though, that
whereas it took only one year for the glo-
bal unemployment rate to jump from
5.0% in 2008 to 5.6% in 2009, the recov-
ery to the original value has taken a full
nine years,” the ILO pointed out.

The global unemployment rate is
expected to remain essentially un-
changed over the next few years, in line
with projections pointing to stable glo-
bal economic growth. However, said the
ILO, there is considerable uncertainty
around the unemployment rate forecasts,
which has to do with economic, finan-
cial and geopolitical risks. The probabil-
ity of experiencing unemployment rates
by 2020 that are similar to the level of
2009 is more than 5%.

In fact, there are already signs that
the world economic outlook is deterio-
rating, as evidenced by the International
Monetary Fund (IMF)’s downward revi-
sion of growth estimates. According to
ILO estimates, the IMF’s latest projections
of economic growth (published in Octo-
ber 2018) suggest that there will be an
additional 2 million unemployed people
by 2020 compared with the more opti-
mistic scenario presented in April 2018.

In 2018, an estimated 172 million
people were unemployed. This number
is projected to increase slightly in the
coming years as the labour force ex-
pands, said the ILO. (SUNS8848)        ❐
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Economic crisis can trigger
world war
Prolonged economic distress may raise international tensions and,
consequently, the possibility of  military conflict, caution Jomo Kwame
Sundaram andVladimir Popov.

Economic recovery efforts since the 2008-
09 global financial crisis have mainly
depended on unconventional monetary
policies.

As fears rise of yet another interna-
tional financial crisis, there are growing
concerns about the increased possibility
of large-scale military conflict.

More worryingly, in the current po-
litical landscape, prolonged economic
crisis, combined with rising economic
inequality, chauvinistic ethno-populism
as well as aggressive jingoist rhetoric,
including threats, could easily spin out
of control and “morph” into military con-
flict and, worse, world war.

Crisis responses limited

The 2008-09 global financial crisis
almost “bankrupted” governments and
caused systemic collapse. Policymakers
managed to pull the world economy
from the brink, but soon switched from
counter-cyclical fiscal efforts to uncon-
ventional monetary measures, primarily
“quantitative easing” and very low, if not
negative, real interest rates.

But while these monetary interven-
tions averted realization of the worst
fears at the time by turning the US
economy around, they did little to ad-
dress underlying economic weaknesses,
largely due to the ascendance of finance
in recent decades at the expense of the
real economy.

Since then, despite promising to do
so, policymakers have not seriously pur-
sued, let alone achieved, such needed
reforms. Instead, ostensible structural
reformers have taken advantage of the
crisis to pursue largely irrelevant efforts
to further “casualize” labour markets.

This lack of structural reform has
meant that the unprecedented liquidity
central banks injected into economies has
not been well allocated to stimulate re-
surgence of the real economy.

Instead, easy credit raised asset

prices to levels even higher than those
prevailing before 2008. US house prices
are now 8% more than at the peak of the
property bubble in 2006, while its price-
to-earnings ratio in late 2018 was even
higher than in 2008 and in 1929, when
the Wall Street crash precipitated the
Great Depression.

As monetary tightening checks as-
set price bubbles, another economic cri-
sis – possibly more severe than the last,
as the economy has become less respon-
sive to such blunt monetary interventions
– is considered likely.

A decade of such unconventional
monetary policies, with very low inter-
est rates, has greatly depleted their abil-
ity to revive the economy.

The implications beyond the
economy of such developments and
policy responses are already being seen.
Prolonged economic distress has wors-
ened public antipathy towards the cul-
turally alien – not only abroad, but also
within. Thus, another round of economic
stress is deemed likely to foment unrest,
conflict, even war as it is blamed on the
foreign.

Liberalization’s discontents

Rising economic insecurity, inequali-
ties and deprivation are expected to
strengthen ethno-populist and jingoistic
nationalist sentiments, and increase so-
cial tensions and turmoil, especially
among the growing precariat and others
who feel vulnerable or threatened.

Thus, ethno-populist-inspired chau-
vinistic nationalism may exacerbate ten-
sions, leading to conflicts and tensions
among countries, as in the 1930s. Oppor-
tunistic leaders have been blaming such
misfortunes on outsiders and may seek
to reverse policies associated with the
perceived causes, such as “globalist” eco-
nomic liberalization.

Policies which successfully check
such problems may reduce social ten-

sions, as well as the likelihood of social
turmoil and conflict, including among
countries.

However, these may also inadvert-
ently exacerbate problems. The recent
spread of anti-globalization sentiment
appears correlated to slow, if not nega-
tive, per capita income growth and in-
creased economic inequality.

To be sure, globalization and liber-
alization are statistically associated with
growing economic inequality and rising
ethno-populism. Declining real incomes
and growing economic insecurity have
apparently strengthened ethno-popu-
lism and nationalistic chauvinism, threat-
ening economic liberalization itself, both
within and among countries.

The economist Thomas Piketty has
argued that a sudden increase in income
inequality is often followed by a great
crisis. Although causality is difficult to
prove, with wealth and income inequal-
ity now at historical highs, this should
give cause for concern. Of course, other
factors also contribute to or exacerbate
civil and international tensions, with
some due to policies intended for other
purposes. Nevertheless, even if unin-
tended, such developments could inad-
vertently catalyze future crises and con-
flicts.

Publics often have good reason to be
restless, if not angry, but the emotional
appeals of ethno-populism and jingois-
tic nationalism are leading to chauvinis-
tic policy measures which only make
things worse. At the international level,
despite the world’s unprecedented and
still growing interconnectedness,
multilateralism is increasingly being es-
chewed as the US increasingly resorts to
unilateral, sovereigntist policies without
bothering to even build coalitions with
its usual allies.

Thus, protracted economic distress,
economic conflict or another financial
crisis could lead to military confrontation
among the protagonists, even if unin-
tended.

Less than a decade after the Great
Depression started, the Second World
War had begun as the Axis powers chal-
lenged the earlier entrenched colonial
powers. They patently ignored
Thucydides’s warning in chronicling the
Peloponnesian wars over two millennia
before, when the rise of Athens threat-
ened the established dominance of
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Sparta.
Anticipating and addressing such

possibilities may well serve to help avoid
otherwise imminent disasters by under-
taking pre-emptive collective action, as
difficult as that may be. The interna-
tional community has no excuse for be-
ing like the owners and captain of the
Titanic, conceitedly convinced that no ice-
berg could possibly sink the great ship.
(IPS)      ❐

Jomo Kwame Sundaram, a former economics pro-
fessor, was United Nations Assistant Secretary-
General for Economic Development, and received
the Wassily Leontief Prize for Advancing the Fron-
tiers of Economic Thought in 2007. Vladimir
Popov, a former senior economics researcher in
the Soviet Union, Russia and the United Nations
Secretariat, is now Research Director at the Dia-
logue of Civilizations Research Institute in Ber-
lin.

African food sovereignty movements
should connect with radical feminist
movements
There is a need to safeguard farmer-managed seed systems, and the
essential role women play in them, in the face of  increasing corporate
control over the agricultural input supply chain.

by Mariam Mayet, Stephen Greenberg and Linzi Lewis

Africa is facing dire times. Climate
change is having major impacts on the
region and on agriculture in particular,
with smallholder farmers, and especially
women, facing drought, general lack of
water, shifting seasons and floods in
some areas.

Smallholder women farmers are at
the cold face of agricultural biodiversity
erosion, deforestation, declining soil
health and fertility, land and water grabs
by the powerful, loss of land access,
marginalization and loss of indigenous
knowledge, and generalized lack of es-
sential services and support.

At the same time, economies are
weakening and remain heavily depen-
dent on foreign aid, with extractivist in-
terventions from outside. There is a
strong authoritarian orientation in gov-
ernments in the region, with secrecy and
lack of transparency and accountability,
weak and fragmented civil society orga-
nization, and top-down development
interventions.

There has been corporate capture of
key state institutions, decision-making
processes and functions, with
privatization of decision making and ex-
clusion of the populace, and the occupa-
tion and appropriation of seed and food
systems for multinational corporate
profit.

At present, corporate power is al-

most unchecked in agricultural input
supply. The dominant narrative of
agribusinesses being indispensable for
feeding the world holds great sway on
the continent, and where corporations
have captured policymaking processes
from continental to national levels.

Although most seed on the continent
is sourced from farmers’ own saving,
sharing and local markets, this system is
not recognized in policies and laws in
most countries. Farmer seed practices are
marginalized and generally denigrated
as poor-quality and backward.

The predominant thrust of agricul-
tural and seed policy and programming
on the continent is to seek to replace
farmer systems with top-down interven-
tions based on the use of privately owned
technologies, as well as large-scale com-
mercial markets that can only ever inte-
grate a relatively small top layer of pro-
ducers if not displace them outright.

This thrust is driven by multina-
tional corporate interests with support
from key continental, regional and na-
tional state institutions and agencies.
This is either from a large-scale commer-
cial industrialization thrust pushed by a
powerful global agribusiness coalition, or
through a Green Revolution smallholder
strategy to integrate a layer of small-
holder farmers into corporate value
chains for the export of bulk commodity
crops such as maize and soya.

Role of  women

Women play an essential role in the
selection, saving and sharing of seeds, as
part of a broader network within farmer-
managed seed systems, shaping the ag-
ricultural diversity that meets needs of
local populations. This applies to both
staple crops as well as other food crops.
In many ways, this pool of genetic re-
sources, which women continue to de-
velop and maintain, is the backbone of
human society.

The restrictions placed over repro-
ductive materials, i.e., seed (including all
cultivation materials), and the central-
ized decision making around reproduc-
tion towards uniformity, homogeneity
and ownership, create greater inequal-
ity, amplified vulnerability and a reliance
on external inputs, which places the fu-
ture of food production at greater risk.

Increasing restrictions on use, lack
of support for these activities and even
their criminalization make production
conditions more challenging for all
smallholder farmers, but particularly
women as the majority. In the prevailing
division of labour, women are generally
responsible for food acquisition and di-
ets. Restrictions on seed use, what may
and may not be produced and how,
translate into limits on food diversity at
household level, which is a key element
of nutrition.

Since the majority of seed cultivated
on the continent is saved on farms, ex-
changed and locally traded by farmers,
this provides a solid base for alternative
seed sovereignty systems to thrive out-
side the credit and corporate market. For
smallholder farmers in Africa, the impor-
tance of farmer seed systems as central
to conserving biodiversity, ensuring nu-
trition diversity and supporting liveli-
hoods has been highlighted in a huge
body of work over the past 30 or 40 years.

However, these systems can benefit
from external support. A key priority for
smallholder farmers in Africa is resilience
in the face of harsh weather events. This
requires seed variety adaptation and
greater agricultural diversity. Women are
the primary custodians of our seed di-
versity, the custodians of reproduction,
of life. This highlights the struggles of
farmers’ right, of reproductive rights, to
self-determination, and to maintain life-
supporting systems.

An ecological food systems transi-
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tion coalition, based on agroecology and
food sovereignty, has found some trac-
tion in Africa and globally, but remains
relatively weak, fragmented and under-
resourced.

Farmers, especially women, and
civil society are doing important work on
agroecology and sustainable agriculture
on the ground, but are often unable to
break out of their localized practices.
These need to urgently connect with oth-
ers on the continent into a bigger and
more coherent movement for change, es-
pecially rad ical feminist movements on
the continent.

Together, we can fight back and con-
test the hegemony of large-scale commer-
cial farming and corporate agribusiness.
We must, together, rebuild and
strengthen local food and seed systems
for all Africans. (IPS)      ❐

Mariam Mayet, Stephen Greenberg and Linzi
Lewis are with the African Centre for Biodiversity
(ACB), a strongly women-led non-profit organi-
zation based in South Africa with staff in Tanza-
nia. It carries out research and analysis, learning
and exchange, capacity and movement building,
and advocacy to widen awareness, catalyze col-
lective action and influence decision making on
issues of biosafety, genetic modification and new
technologies, seed laws, farmer seed systems, ag-
ricultural biodiversity, agroecology, corporate
expansion in African agriculture, and food sover-
eignty in Africa.

A Summary of Public Concerns on
Investment Treaties and Investor-State

Dispute Settlement
by Martin Khor

International investment agreements,
specifically bilateral investment treaties and
the investment chapters in free trade
agreements, have come under the spotlight
for what are seen as skewed provisions that
grant excessive rights to foreign investors
and foreign companies at the expense of
national policymaking flexibility. Of
particular concern is the investor-state
dispute settlement framework embedded in
many of these treaties, which enables foreign
investors to sue host-country governments
in opaque international tribunals.

The serious risks involved have
prompted a rethink of investment pacts in
developing and developed countries alike.

Price Postage
Malaysia RM8.00 RM2.00
Developing countries US$6.00 US$3.00 (air)
Others US$8.00 US$4.00 (air)

Orders from Malaysia – please pay by credit card/crossed cheque or postal order.

Orders from Australia, Brunei, Indonesia, Philippines, Singapore, Thailand,
UK, USA – please pay by credit card/cheque/bank draft/international money order
in own currency, US$ or Euro.If paying in own currency or Euro, please calculate
equivalent of US$ rate. If paying in US$, please ensure that the agent bank is located
in the USA.

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.

All  payments  should  be  made  in  favour of:  THIRD  WORLD  NETWORK  BHD.,
131 Jalan Macalister,  10400  Penang,  Malaysia.  Tel: 60-4-2266728/2266159;
Fax: 60-4-2264505; Email: twn@twnetwork.org; Website: www.twn.my

I would like to order .............. copy/copies of A Summary of Public Concerns on
Investment Treaties and Investor-State Dispute Settlement.

I enclose the amount of .......................... by cheque/bank draft/IMO.

Please charge the amount of US$/Euro/RM ..................... to my credit card:

         Visa   Mastercard

A/c No.:                                              Expiry date:

Signature:

Name:

Address:

In place of the current lopsided system, calls are growing for agreements which
would balance legitimate investor rights with the rights of the state to regulate
investment and formulate policies in the public interest.

ISBN: 978-967-0747-28-6      24 pgs

Third World Economics
is also available in Spanish.

Tercer Mundo Economico
is the Spanish edition of

Third World Economics, edited
and published in cooperation
with Red del Tercer Mundo,

Uruguay.

For subscription details,
please contact:

Third World Network/
Red del Tercer Mundo,
Av 18 De Julio 2095/301

Montevideo 11200, Uruguay
Fax (5982) 419222

Email: redtm@chasque.apc.org



16 Third World Economics  16 – 31 October 2018 No 675

  CURRENT REPORTS     Trade

is plunging into the deal with his Chi-
nese counterpart Xi Jinping, on grounds
that the “enforcement measures may not
be strong enough and will tie down the
US in endless talks”, reported the WSJ.

“The whole process is a fraud,” said
Derek Scissors, a China expert at the
American Enterprise Institute, who ar-
gues that the US could better enforce its
will by taking unilateral actions rather
than getting hooked into consultations,
according to the WSJ report.

Implications for the WTO

If the above reported details of the
proposed US-China trade agreement are
any indication, then it may sound the
death knell for the WTO’s adjudicating
and enforcement functions.

[It is not at all clear whether the ex-
perts being cited in US media reports are
fully clued in on the WTO provisions.
The WTO and its adjudicatory and en-
forcement functions can come into play
only if and when the two parties to the
bilateral accord notify the WTO of the
accord and amend their WTO schedules
of commitments to give effect to the
terms of the accord. However, whether
they do it or not, any other member state
of the WTO can raise a dispute citing the
WTO’s “most favoured nation” (MFN)
provisions which require non-discrimi-
nation among WTO members. – SUNS]

Further, it will be the end of the road
for any meaningful negotiations on mul-
tilateral tariff reductions and for estab-
lishing new rules on electronic commerce
or other plurilateral trade agreements, as
the norms set in the US-China deal could
become the benchmarks, said a trade
envoy who asked not to be quoted.

Also, if the deal materializes be-
tween the two, it could pose a problem
to China’s demand to be treated as a de-
veloping country that can avail of spe-
cial and differential treatment, said a
Western trade envoy who asked not to
be quoted.

In short, the proposed US-China
agreement could throw the WTO and the
multilateral trading system into un-
charted waters for years to come.
(SUNS8859)                                        ❐
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