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Mounting debt, 
mounting dangers 

Concerns over the effects of rising levels of debt – both public 
and private – worldwide are highlighted in two recent reports. 

Reporting to the UN Human Rights Council, an independent expert 
has drawn attention to negative rights impacts associated with the 

buildup of private debt. Separately, a study by a civil society network 
has cautioned that growing external debt payments by governments 

are depriving essential public services of much-needed resources. 

•  Private debt both a cause and consequence of rights violations – p2

•  Debt surge takes toll on public services  – p16
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GENEVA: High individual and household 
debt, which accounts for a significant 
portion of private debt in most countries, 
has been associated with inequality, 
macroeconomic instability, unsustainable 
sovereign debt and financial crises.

This is one of the main conclusions 
highlighted by Juan Pablo Bohoslavsky, 
the Independent Expert on the effects of 
foreign debt and other related international 
financial obligations of states on the full 
enjoyment of human rights, in a report to 
the UN Human Rights Council.

The Human Rights Council is holding 
its 43rd regular session from 24 February 
to 20 March.

In his report, the Independent 
Expert said he has considered the 
negative implications for human rights 
of microcredit, health-, education- and 
housing-related debt, abusive collection 
practices, including the criminalization 
of debtors, consumer debt, migration-
related debt and debt bondage.

Bearing in mind the reasons 
encouraging people to borrow under 
these typologies, it can be concluded that 
private debt can be both a cause and a 
consequence of human rights violations, 
he pointed out.

According to the rights expert, low 
wages, poverty and inequality, exacerbated 
by such policies as privatization, 
austerity measures and labour market 
flexibilization, have pushed millions 
of people into debt, which in turn has 
pushed millions of people into poverty 
and informality, making them vulnerable 
to all kinds of abuse.

At the core of this phenomenon lies 
so-called “financial inclusion”, the colossal 
failure of states to ensure the realization 
of economic, social and cultural rights for 
all.

The rights expert noted that the 
explosive increase in private debt is 
what has sustained aggregate demand 
and economic growth over the past 
decades, often at the expense of indebted 
households.

Millions of people around the world 
transfer a significant part of their wealth 
and well-being to the financial sector, 
whose links to the real economy continue 
to erode, compromising shared prosperity 
and financial stability and security, and 
reinforcing inequality.

Private debt should not be contracted 
by individuals and households as a way to 
compensate for the state’s obligations to 
protect, promote and fulfil human rights, 
said Bohoslavsky.

“Personal or household financial 
and other costs associated with the 
repayment of debt should be at such a 
level that the attainment and satisfaction 
of human rights are not threatened or 
compromised. Contracting and repaying 
debt or defaulting on repayment should 
not entail human rights violations.”

According to the rights expert, there 
are two drivers of the increase in private 
indebtedness: first, the flourishing 
supply side of finance, with deregulation 
and increasing financialization being 
its facilitating instruments, which also 
includes the commodification and 
financialization of essential components 
to the realization of economic, social and 
cultural rights.

Second, is the reconfiguration of many 
human needs for social reproduction 
that become unmet financial needs. 
While the past century has witnessed the 
establishment and expansion of social 
safety nets, the gaps that remain provide 
fertile ground for private debt to flourish.

Paradoxically, the social protection 
measures taken by states, via cash 
transfers, have been identified as a form of 
potential lending collateral, guaranteeing 
creditors’ loans or allowing for lower 
interest instead of serving their original 
purpose, said the Independent Expert.

Mounting levels of private debt

According to the rights expert, the 
mounting levels of private debt are 
largely made up of corporate debt and, 

Private debt both a cause and 
consequence of rights violations 
An independent UN expert has examined the adverse human rights 
implications of escalating private debt levels.

by Kanaga Raja
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to some extent, of household debt, loans 
and debt securities, with deep and direct 
implications for global economic and 
financial systems and for the ability of 
states to comply with their human rights 
obligations.

According to the UN Conference on 
Trade and Development (UNCTAD), 
at the end of 2017, global debt stocks 
amounted to $213 trillion, or 262% of 
global gross domestic product (GDP) – a 
considerable increase in comparison to 
2008 (240%) and 1980 (140%).

The most direct and egregious 
violations of human rights suffered by 
private borrowers are committed in the 
context of individual and household 
debts, particularly in the case of persons 
and households living in poverty or 
marginalized, or those who are forced into 
a “debt trap”, said the Independent Expert.

Household debt is not a problem per se. 
The ability to borrow within the limits of 
one’s own financial capacity may improve 
people’s living standards, allowing access 
to services that would otherwise be out of 
reach; and it may play a role in activating 
and supporting the economy. Household 
or individual debt may, at times, also 
facilitate social mobility or integration, 
and it can be a determinant factor in 
ensuring social inclusion.

However, over-indebtedness 
(understood, for the purposes of the 
Independent Expert’s report, as a debt the 
repayment – and associated cost – of which 
would entail the deprivation of resources 
needed to sustainably enjoy the debtor’s 
human rights), abusive contractual terms 
and collection practices become a burden 
and a threat for individuals or households, 
potentially quickly turning into a trap for 
many, putting the realization of human 
rights in jeopardy.

In this regard, the role of the state 
(and of private actors) is vital to level off 
the inherent power imbalance between 
contractual parties for an effective 
human rights protection effort, said the 
Independent Expert.

Heavily privatized credit creation and 
financial intermediation have been the 
main driving forces of the steep increase 
in private debt in developing economies 
since the 1980s.

After the 2008 financial crisis, shadow 
banking and a range of other credit 
activities have continued to expand, 
despite efforts made in regulations. 
According to UNCTAD, since then, non-
bank financial intermediation has grown 

twice as rapidly as conventional and public 
banking, its share accounting for 48.2% of 
all global financial assets, surpassing that 
(43.9%) held by commercial banks and 
public financial institutions.

Even though public indebtedness in 
developing countries rose to 51% in 2017, 
the unprecedented explosion of private 
debt should clearly raise the loudest alarm 
bells, said Bohoslavsky.

While a large portion of this private 
debt can be attributed to the access of 
high-income developing countries to 
deeper domestic financial and banking 
systems and easier access to international 
financial markets, upward trends in overall 
indebtedness have also been observed in 
both middle- and low-income developing 
countries since 2012.

For example, the ratio of public debt 
to GDP of high-income countries went 
from 34% in 2008 to 50% in 2017, their 
overall indebtedness reaching 215% of 
GDP, largely due to the sharp increase in 
private debt in the aftermath of the global 
financial crisis.

Despite the growing trend in household 
debt witnessed in emerging economies, 
rising from 25.4% in 2011 to 40% in 2018, 
lending to non-financial corporations also 
played a major role in the overall increase 
in private non-financial debt.

According to the rights expert, a 
number of studies have pointed to a close 
relationship between the accumulation of 
private debt, macroeconomic instability 
and sovereign debt crises: private debt 
booms in some countries have been 
associated with economic downturns and 
often serve as an accurate indicator of 
financial instability.

In the same vein, increasing inequality 
may lead to private over-borrowing and 
over-lending, which can in turn have an 
impact on financial stability, potentially 
resulting in a debt crisis over time.

“Individual and household debt 
accounts for a significant portion of 
private debt in most countries, and may 
be the result of a series of economic 
measures, such as privatization or austerity 
measures, or labour market flexibilization, 
which drive down the wages of unskilled 
workers and fuel inequality.”

As the gap between nominal income 
and cash needs has widened, households 
have increasingly turned to debt to fulfil 
their consumption needs.

Similar problems were faced by 
developing countries, where the expansion 
of consumer credit has significantly 

contributed to GDP growth while many 
consumers have fallen into a cycle of over-
indebtedness and poverty due to those 
loans.

Even the International Monetary 
Fund (IMF) has acknowledged that 
growing household debt may hold back 
economic recovery, which is already 
weak, prolonging the current phase of low 
growth.

A common policy response in a 
financial crisis has been to protect financial 
institutions and large corporations, 
which, by default, shields the wealthier 
households owning their assets, rather 
than middle- and low-income households.

Moreover, the majority of countries 
resort to austerity to deal with a financial 
crisis, and drastic cuts in social protection 
and public sector jobs exacerbate the 
inequality gap, said Bohoslavsky.

Household debt and impact on 
human rights

According to the Independent Expert, 
the explosion of private household debt in 
many countries is the direct result of two 
parallel phenomena: of the state failing to 
abide by its human rights obligations, in 
particular in the field of economic, social 
and cultural rights, and social services 
being increasingly “financialized” or 
reduced to commodities.

The human rights framework is 
fundamentally based on the notion that 
states (and, to some extent, private actors) 
have obligations to respect, protect and 
fulfil human rights, ensuring equality and 
combating discrimination. All human 
beings are equal in dignity and rights, is 
the flagship provision of the Universal 
Declaration of Human Rights.

Financialization can in practice work 
as the antithesis of such a framework, 
according to the rights expert, as it 
rests on the idea of the individual’s 
responsibility to take appropriate steps to 
ensure an adequate standard of living and 
access to essential goods and services for 
themselves. Greater access to credit for 
all, understood as “financial inclusion”, is 
increasingly seen as a solution to many 
human rights problems – whether to 
start a business, to earn a living, to obtain 
appropriate healthcare or to have access to 
employment opportunities.

“Financialization highlights the power 
of financial markets and the notion of 
self-management in improving one’s 
own living conditions, obfuscating States’ 
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obligations to take appropriate steps to 
progressively realize economic, social and 
cultural rights.”

Debt is not per se a human rights 
problem, even less a violation. What 
raises concerns is when indebtedness 
either is caused by or causes human 
rights violations, affecting in particular 
those in a situation of marginalization 
or vulnerability, said the Independent 
Expert.

Household debt can both be caused by 
and result in human rights violations. Too 
often, private lenders benefit from (and 
promote) this scheme, even at the expense 
of borrowers’ human rights.

Certain groups in vulnerable situations 
are more affected by abusive private 
lending. In turn, people confronting 
cumulative and/or intersecting 
inequalities are usually exposed to 
multiple forms of discrimination, which, 
in the field of private debt and human 
rights, translate into mutually exacerbated 
negative human rights implications of 
different kinds of debts.

The Independent Expert noted that 
microcredit, which is widespread in many 
countries, was originally premised on the 
objective of lifting people out of poverty 
by enabling financial inclusion and 
“economic empowerment”, particularly 
in emerging and developing economies. 
A central target was populations in rural 
areas, with women borrowers often being 
prioritized.

Microcredit has, however, proved to 
have, in many cases, effects opposite to 
those intended, including increasing over-
indebtedness and generating a “poverty 
trap”, said Bohoslavsky.

A number of studies have shown 
that, far from serving to enhance 
local entrepreneurship or productive 
undertakings, loans were often used for 
other expenses, such as for rent payments 
or guarantees, schooling fees or health-
related expenditures.

While some short-run benefits of 
microfinance could be found, it has also 
been associated with spiralling debt that 
results in deeper impoverishment, family 
breakdown and even suicide.

Furthermore, evidence was found 
of “anti-developmental” flaws, blocking 
other development policies that might 
have more potential for sustainable 
impact, and major opportunity costs.

“It is true that, when micro-finance 
is well targeted, there have been cases in 
which it has benefited recipients,” said the 

rights expert. Nevertheless, there have 
been many cases of over-lending and over-
borrowing that led to microfinance crises 
in countries such as Bangladesh, Bolivia, 
Bosnia and Herzegovina and Cambodia.

In general, the lack of safety nets 
for people living in poverty, once their 
private debt escalates, and the failure of 
certain states to regulate microfinance and 
lenders are essential concerns.

Noting that use of loans to cover for 
basic needs and a range of economic, 
social and cultural rights is commonplace, 
the rights expert said that in Cambodia, 
as apparently in many other countries, 
studies suggest that the majority 
of microcredit loans were used for 
non-productive purposes, including 
consumption, servicing existing debt, and 
covering unexpected expenses such as 
illness and accidents.

The interest rates levied on loans often 
render borrowers helpless in the face of 
mounting debt. In Morocco, where the 
microcredit model has been encouraged 
with public funding, this type of credit 
may range from $52 to $5,200, with an 
average interest rate as high as 35%.

Abusive contractual terms and 
predatory practices by lenders are 
frequent, such as charging interest rates 
of 220% and abusive practices from debt 
collectors, including harassment, pushing 
borrowers to desperation, even suicide.

“Women are often among the 
beneficiaries of micro-finance, therefore 
they are specifically affected by such 
practices.”

Health- and education-related debt 

According to the rights expert, health-
related debt – a growing cause of financial 
insecurity and impoverishment in many 
households around the world, be it 
due to maternity services, unexpected 
hospitalization, a chronic disease or the 
need for costly or rare medication or 
frequent services and facilities – often 
arises from high out-of-pocket medical 
expenses that people cannot afford.

Such expenses increasingly expose 
people to risks of financial hardship. 
Global estimates suggest that some 33 
million people experience financial 
hardship due to essential surgery that 
requires out-of-pocket payments, and are 
pushed into poverty as a result.

The primary factor underlying high 
out-of-pocket expenses is lack of access 
to adequate essential healthcare, services 

or facilities, said the Independent Expert. 
In this context, he noted that more than 
50% of the global population have no 
access to adequate essential healthcare 
and, in most countries, the accessibility 
and affordability of essential healthcare 
are limited or not guaranteed. In many 
countries, health packages may cover 
too few interventions, may not cover 
medicines, or may provide insufficient 
financial protection.

Health insurance does not necessarily 
protect the insured from medical debt, 
said Bohoslavsky. For instance, in the 
United States, an estimated one in three 
individuals reported having difficulty 
paying their medical bills, despite the fact 
that many people with medical debt are 
insured. The insured are often required to 
incur very high costs for deductibles, co-
payments and other fees, which they may 
not be able to afford.

Catastrophic health expenditure 
is also attributed to the prevalence of 
unregulated and unorganized private 
medical practices in some countries. 
Putting in place an adequate, universal 
healthcare system and allocating sufficient 
public funding and resources can be one 
crucial way to reduce high out-of-pocket 
medical costs, and therefore health-
related poverty and indebtedness, said the 
Independent Expert.

He also noted that millions of 
households around the world make hard 
choices for the education of children and 
adolescents, often based on economic 
considerations and their total dependence 
on access to credit.

Despite the obligation of states to 
provide for free public education, 262 
million young people aged between 6 and 
17 were still out of school in 2017, and 
more than half of children and adolescents 
do not meet minimum proficiency 
standards in reading and mathematics.

The call to prevent the risk of over-
indebtedness reflects a mounting 
situation around the world, and may often 
refer to debt for secondary education too. 
Student loans have also been on the rise, 
as the public education systems in many 
countries have faced austerity, private 
schools have expanded and the cost of 
education has grown rapidly.

Student loans for tertiary education are 
usually perceived as a positive investment 
and “good debt”, as they could go a long way 
towards better educational qualifications 
and employment opportunities, and 
may provide financial stability for the 
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individual and the entire household. 
Evidence suggests, however, that student 
loans no longer guarantee social mobility 
and financial stability. The increasingly 
concentrated labour market and stagnant 
wage growth mean that graduates often 
have difficulties finding employment that 
enables them to pay off debt.

According to the Independent 
Expert, housing financialization, 
predatory lending and unpayable 
household mortgage debt, at the root 
of the 2008 financial crisis, illustrate the 
links between household debt and the 
deregulation of financial markets to the 
detriment of people, with devastating 
consequences in terms of thousands of 
foreclosures, widespread cases of eviction, 
displacement and homelessness, across 
countries in the North and increasingly 
also in the Global South.

He said mortgages taken on in a 
foreign currency, sometimes to the 
detriment of the debtors, or refinancing 
“opportunities”, for those already 
struggling to secure payments – both of 
which are often aggressively promoted by 
lenders – are also of specific concern.

Changes in the housing market can 
have dire consequences for debtors. In 
Norway, the expansion of the housing 
market played a role in household 
indebtedness between 1997 and 2017.

“Furthermore, the role of vulture funds 
acquiring lenders’ debts and sometimes 
debtors’ homes in addition to enjoying 
advantageous tax conditions should not 
be left out of the right to adequate housing 
equation.”

Over-indebtedness 

Over-indebtedness can deprive 
indebted persons of not only their 
economic, social and cultural rights but 
also their civil and political rights by 
penalizing and punishing them in the 
criminal justice system.

Such an occurrence has been observed 
in various regions across the world. For 
instance, in Yemen in 2014, dozens of 
individuals were reportedly imprisoned 
as a result of their inability to pay their 
private debt. In Sierra Leone, informal 
borrowing and lending for the purpose 
of petty trading may often end up in the 
criminal justice system, resulting in the 
arrest and detention of the debtors.

The Independent Expert noted that 
access to credit through formal channels 
remains an important challenge for 

many, in particular for specific groups in 
vulnerable or marginalized situations.

In some countries, the constant 
exposure of consumers to new lending 
“opportunities”, pressures and practices, 
such as unsolicited credit cards or 
financial advertisements through mobile 
applications, may also contribute to 
household debt and over-indebtedness.

For example, in Argentina, more 
than 7.7 million pensioners and other 
persons entitled to a universal child grant 
owe approximately $3,000 million to the 
national social security administration. 
The economic downturn, characterized 
by massive public debt and decreasing 
wage levels, has also led to a large 
number of cases of bankruptcy of social 
security beneficiaries in the past four 
years, millions of whom were forced to 
request credit from the social security 
administration to pay for basic goods and 
services. It is estimated that about 80% 
of grant beneficiaries would not be able 
to afford the basic canasta – basic living/
food expenses – once the 30% deduction 
from income is taken into account.

The rights expert said that the impact 
of consumer over-indebtedness can 
translate into a range of human rights 
consequences. For instance, in a series 
of interviews conducted in France, 
Germany, Hungary, Slovenia, Spain and 
the United Kingdom on the effect of over-
indebtedness, a lower standard of living 
and a deterioration in well-being and/or 

mental health were indicated as the most 
common consequences.

Bohoslavsky also pointed out that 
“in parallel to more traditional forms of 
credit, the digital lending industry is fast 
evolving, providing services to a growing 
number of borrowers”, and that personal 
information gathered by the “fintech” 
industry, including via payments and loan 
applications, is also a matter of concern. 
As lenders believe that all data are “credit 
data”, they set in motion complex big 
data algorithms that process the social 
media activity of millions of people trying 
to assess creditworthiness. The use of 
such practices can also affect individuals 
in particular ways, beyond economic 
considerations, he said.

Furthermore, financial industry 
technology increasingly (and aggressively) 
facilitates credit through digital means, 
including mobile applications, leading 
to over-borrowing. This is a highly 
unregulated sector. In several African 
countries, payday loans have been granted 
with interest rates at several hundred 
percent.

In this context, policies and entities 
aiming at protecting consumers’ rights 
and providing “financial literacy” are 
seen as playing a key role in mitigating 
the potential impact on human rights of 
over-indebtedness and abusive lending 
practices, said the Independent Expert. 
(SUNS9074)
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by Kanaga Raja

GENEVA: Achieving sustainable develop-
ment is only possible through a coordinat-
ed expansionary macroeconomic strategy 
that revives global growth, strengthens 
industrialization in the South and reduces 
carbon emissions, inequalities and insta-
bility.

This is one of the main arguments 
put forward by the UN Conference on 
Trade and Development (UNCTAD) in 
a Secretariat Note prepared for the fourth 
session of the Multi-Year Expert Meeting 
on Enhancing the Enabling Economic 
Environment at All Levels in Support of 
Inclusive and Sustainable Development, 
and the Promotion of Economic 
Integration and Cooperation. The session 
was held here on 24-25 February.

According to UNCTAD, with roughly 
a decade left to achieve the 2030 Agenda 
for Sustainable Development, efforts 
to meet the Sustainable Development 
Goals (SDGs) are behind schedule. 
What is required to put it back on track 
is a coordinated investment push – on an 
unprecedented scale – across the world.

UNCTAD pointed out that closing 
the SDG financing gap will require, at a 
minimum, an additional $2 trillion to 
$3 trillion a year in developing countries 
alone.

UNCTAD’s Trade and Development 
Report 2019 shows – for a sample of 30 
developing countries across all income 
categories – that with weak multilateral 
support, developing countries would 
see their debt-to-GDP (gross domestic 
product) ratios rise to 185% on average 
by 2030; or they would require average 
annual GDP growth rates of 12% to meet 
the investment needs of only the first four 
SDGs (eliminate poverty, achieve better 
nutrition, promote good health, ensure 
quality education).

On average, low-income developing 
countries need additional annual 
resources equivalent to 21.6% of GDP. 
This figure falls to 9.6% and 3.3% of 

GDP for lower-middle-income countries 
and upper-middle-income countries, 
respectively.

Mobilizing domestic resources for 
productive investment is a longstanding 
challenge for many developing countries, 
and hopes of funding the SDGs from the 
proceeds of economic growth alone seem 
wishful thinking, given that the global 
economy has been unable to establish a 
robust, stable growth path since the 2008 
financial crisis, said UNCTAD.

Weak demand, rising debt and volatile 
capital flows have left many economies 
oscillating between incipient recoveries 
and financial instability. Austerity 
measures and widespread corporate 
“rentierism” have pushed inequality 
higher, dragging down growth and 
damaging the social and political fabric. 
“Financialization has dominated the 
global economy; yet the promise that it 
would generate a dynamic investment 
climate has not materialized,” said the 
Secretariat Note.

In response to these challenges, 
market-oriented solutions, such as 
blended finance or public-private 
partnerships, have been promoted, 
particularly since the 2008 financial crisis, 
by various think-tanks and international 
agencies. To date, however, these have 
failed to push economies in a more 
financially, socially and environmentally 
sustainable direction.

“Indeed, as emphasized in previous 
UNCTAD publications, efforts to finance 
the Sustainable Development Goals by 
blending public and private sources 
have routinely failed to boost productive 
investment. Moreover, they were 
instrumental in the boom-bust cycle that 
fuelled the 2008 financial crisis.”

For the 2030 Agenda to move from 
rhetoric to results, a new multilateralism 
is needed on a different financial footing, 
UNCTAD emphasized. “Such a process 

should start with a serious discussion 
of public financing options. This would 
be part of a wider effort to repair the 
social contract through which inclusive, 
sustainable outcomes can emerge and 
from which private finance can be engaged 
on more socially productive terms.”

According to UNCTAD, making 
finance work for development has been a 
challenge for many international agencies, 
researchers and other stakeholders in 
the development business. It noted that 
the last four editions of its Trade and 
Development Report had called for a 
paradigm shift for effective long-term 
mobilization of development finance. 
According to the Report, what is needed 
is a new global financial order that would 
boost infrastructure investment in the 
context of structural transformation. The 
new order would also provide countries 
with an alternate perspective on how 
to plan, execute and coordinate those 
investments to build their industrial 
capacities.

Obstacles

The UNCTAD Secretariat Note 
pointed out that four global trends are 
hindering achievement of the SDGs: the 
fall of labour’s share of global income, 
the erosion of public spending, the 
weakening of productive investment, and 
the unsustainable increase of atmospheric 
carbon dioxide.

The increasing stock of atmospheric 
carbon dioxide, which is responsible for 
global warming, harbours the threat of 
serious socioeconomic damage across 
the planet and to life itself. The rise 
of temperatures must be stopped and 
reversed soon if it is not to become self-
sustaining. This is only possible through 
decarbonization, said UNCTAD. Investing 
in renewable energy needs to be pursued 
on a global scale and to be supported by 
a green industrial policy using a mix of 
general and targeted subsidies, equity 
investments, tax incentives, loans and 
guarantees. It should also be supported 
by investments in research, development 
and technology adaptation and a new 
generation of intellectual property and 
licensing rules. “Technological solutions 
abound but their adoption on a large scale 
is at odds with other global trends.”

Although operating on a different time 
horizon, one of the most alarming global 
trends is the falling share of labour income, 
said UNCTAD. Since the 1980s, the share 

Expansionary macroeconomic 
strategy needed to achieve SDGs
A UN economic body has called for a publicly funded, multilaterally 
supported investment push to meet the Sustainable Development 
Goals. 



7   

Third World ECONOMICS  No.  693, 16 - 29  February 2020C U R R E N T  R E P O R T S  l  Susta inable  development

of national income accruing to labour 
has decreased in almost every country. 
This shift has generally been larger in 
developed countries; in some countries, 
10% or more of GDP has transferred from 
workers to capital, including in Australia, 
Italy and Japan. “The trend has been 
visible in developing countries as well, 
highlighting a global race to the bottom in 
labour costs.”

The proximate cause of the latter is 
wage repression, which has prevented 
wages from keeping pace with the cost 
of living and increases in productivity. 
Other, more fundamental factors have 
included the erosion of social security, 
growing market concentration, decreasing 
unionization rates and the spread 
of outsourcing through global value 
chains, all of which have eroded labour’s 
bargaining power. As a result, a growing 
share of household spending has been 
financed with borrowing, said UNCTAD.

Overall, household consumption 
and business investment have slowed, 
undermining aggregate demand, with 
negative consequences on productivity 
growth. By fuelling demand for goods 
and services, including those produced 
or provided by government employees, 
government spending contributes to 
aggregate demand as much as, or more 
than, private investment.

Fiscal policy determines the level of 
government spending. In most countries, 
fiscal policy has been flat or contracting 
for several decades. Exceptions occurred 
during the shallow recession in the United 
States in the early 2000s and during the 
global financial crisis. Following the Great 
Recession, several countries adopted fiscal 
stimulus packages, only to tighten sharply 
in 2010. 

The subsequent fiscal contraction, in 
the form of spending cuts and increases 
in value-added taxes, aimed to reduce 
government debt relative to GDP. In 
most countries, the cuts affected social 
protection systems and public investment. 
This further exacerbated inequalities, 
heightened insecurity and diminished 
prospects for future growth.

Declining public investment in 
developing countries in the 1980s and 
1990s can be linked to the adoption of 
fiscal adjustment policies. These, in turn, 
were a response to the rash of debt crises, 
triggered in large part by monetary policy 
decisions taken in advanced economies 
and ensuing structural adjustment 
programmes.

The upshot is that today, the world 
is under-investing and, consequently, is 
creating a cumulative infrastructure gap, 
though the exact order of magnitude is 
unclear, said UNCTAD.

In developed countries, public 
investment, a proxy for infrastructure 
investment, was at a historic low in 2015, 
at 3.4% of GDP, compared with 4.7% 
in 1980 and about 6% in the 1960s. In 
emerging economies other than China, 
it fell from above 8% of GDP in the early 
1980s to about 5% in 2000, recovering 
to 5.7% in 2008 and declining thereafter. 
The outlier was China, which enjoyed 
impressive rates of public investment to 
GDP of 15-20% and associated high rates 
of output growth for several decades.

These declining trends in aggregate 
demand brought increased reliance on 
credit for total spending, including private 
investment, consumption and government 
spending. Such reliance is not necessarily 
negative, if credit is used productively. 
However, since at least the 1980s, credit 
expansion in many countries has surged 
without a corresponding accumulation 
of fixed capital. This sometimes occurs 
for long periods, before contracting in a 
credit crunch. In periods of expansion, 
credit has been used to finance speculative 
activities by financial and non-financial 
corporations, as well as by households to 
maintain living standards in the face of 
stagnant real wage growth.

This decoupling of credit and 
investment is a concern for most 
developed and developing countries, 
said UNCTAD. It affects productive 
investment in two major ways. First, 
due to funding financial operations with 
credit, non-financial corporations turned 
away from productive investment because 
of its long maturity, low liquidity and 
often lower yields. Simultaneously, credit-
fuelled accumulation of large financial 
liabilities produced financial crises and 
recessions that inhibited productive 
investment.

Overall, productive investment has 
not increased, despite repeated bouts of 
credit expansion, increases of corporate 
profit shares and corporate tax cuts, in 
developed and emerging economies alike.

Infrastructure investment

Infrastructure investment, with its 
lower yields and longer maturities, has 
been particularly affected by weaker 
investment trends, according to the 

Secretariat Note. This has had negative 
impacts on industrialization in developing 
countries and on productivity growth 
everywhere due to its central role in 
transforming economies.

Recently, there has been a revival of 
interest in infrastructure investment. This 
is in part due to a growing belief that such 
spending can have positive short- and 
long-term impacts on growth, and thus a 
role in tackling secular stagnation. It also 
reflects recognition of the importance 
played by large infrastructure projects 
in the remarkable growth and poverty-
reduction story that has unfolded in 
China and an awareness of the urgent 
need to decarbonize economies through 
green investments.

Multilateral financial institutions, 
including institutions from the South such 
as the Asian Infrastructure Investment 
Bank and the New Development Bank, 
are scaling support for infrastructure 
investment in developing countries. There 
are also several international initiatives, 
such as the Belt and Road Initiative 
(China) and Marshall Plan with Africa 
(Germany), that put infrastructure 
investments at their centre. International 
institutional investors seem increasingly 
keen on infrastructure as an asset class, 
because of the prospect of steady returns.

This reflects the broad understanding 
that infrastructure projects, particularly 
the capital-intensive ones, such as 
highways, airports, harbours, utility 
distribution systems, railways, water and 
sewer systems and telecommunication 
systems, have exhibited scale and network 
effects that spill over to the private sector 
and engage both the public and private 
sectors in a variety of complicated 
financial, economic and political 
interactions.

With respect to infrastructure, the 
conventional financing gap narrative rests 
on several assumptions, said UNCTAD. 
First, the estimated infrastructure 
investment gaps imply a financing gap 
of a similar order of magnitude. Second, 
public sectors in most countries are 
financially constrained, face governance 
problems and run the risk of running 
into debt-sustainability issues if they 
undertake infrastructure investments on 
the scale needed to reach the SDGs. Third, 
given this public resource constraint, 
private capital, which is typically invested 
in short-term financial assets, should 
be unlocked for infrastructure projects. 
Fourth, for this to occur, a pipeline of 
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bankable projects needs to be developed.
Numerous factors are said to restrict 

the delivery of bankable projects. These 
include low preparation capacity, high 
transaction costs, lack of liquid financial 
instruments, weak regulatory frameworks 
and legal opposition, along with various 
types of risks during the lifecycle of 
a project, including macroeconomic, 
political, technical and environmental 
risks; cost over-runs; and demand and 
revenue risks.

This narrative has serious limitations, 
said UNCTAD. The first concerns 
the expected scale and role of private 
sector engagement in infrastructure 
development. Throughout history, 
domestic public financing for 
infrastructure development has been 
dominant. Experience suggests that such 
public sector dominance will continue 
even if private finance grows in the years 
ahead.

In places where private finance does 
exist, it comes together with public 
funding. In Africa, domestic public 
finance accounts for 66% of total 
infrastructure finance. In Latin America, 
when private financing of infrastructure 
occurs, public finance still accounts for a 
third of total project funding.

The rapid recovery of overall 
infrastructure investment will depend 
on governments’ capacities to carry 
out their leadership roles in planning 
and implementing new infrastructure 
projects. To do so, governments should 
reclaim their policy and fiscal space and 
boost aggregate demand, said UNCTAD.

They should assume a leading role 
in a coordinated investment push by 
investing directly (through public sector 
entities) and establishing the conditions 
for productive investment by the private 
sector. Governments should address 
inclusiveness and sustainability challenges 
by redistributing income in ways that 
bolster growth and by directly targeting 
social outcomes through employment 
measures, decent work programmes and 
expanded social insurance.

A range of policy instruments are 
required. These include fiscal policies, 
industrial policies, credit policies, 
financial regulation and welfare policies, 
and international trade and investment 
policies. Their effectiveness demands 
appropriate international coordination 
to counteract the disruptive influence of 
capital mobility, contain current account 
imbalances, and support the transition 

to a low-carbon economy, especially in 
developing countries, said UNCTAD.

It also said that reaching sustainable 
development requires financial regulators, 
including central banks and financial 
market authorities, to curb destabilizing 
financial trades and return finance to 
its socially useful function of funding 
productive investment.

The implementation challenge to 
this productivist approach to finance 
is the need for complementary 
policies on many fronts, including 
international capital controls, exchange-
rate management, subjecting bank 
mergers to financial stability tests and 
establishing international protocols to 
resolve sovereign debt crises so as to avoid 
predatory financial behaviour.

Public banking

According to the Secretariat Note, 
financial institutions and mechanisms 
have a direct role to play in creating and 
allocating credit. However, the financial 
system has in recent years morphed into 
a system that favours speculation rather 
than productive activities. It has proved 
reluctant to invest, especially in the kinds 
of activities needed to achieve the SDGs.

Notwithstanding the particularities of 
currently existing institutions, two main 
financing needs must be met:

(a) Ensuring adequate and reliable 
sources of patient, long-term finance, 
which continues to be scarce, despite a 
deluge of short-term finance. This means 
not only scaling up significantly but in a 
robust and sustainable way, respecting the 
developmental mandate for finance;

(b) Making sure that finance has 
breadth, both geographical – especially to 
under-served areas in Africa – and sectoral 
– in particular to under-served activities 
such as water – extending to under-served 
communities as well (for example, small 
enterprises and cooperatives).

According to UNCTAD, public 
banking has the ability to meet these 
requirements, as reflected in the 
renaissance of interest in this longstanding 
but somewhat neglected area. Banks 
can mobilize resources by virtue of their 
capacity to create credit, although this 
depends on maintaining credibility and 
viability.

However, there is no need to wait until 
sufficient savings have been accumulated 
before investments can be made. Banks 
can offer further benefits of scale and 

reach because of their modus operandi of 
forming partnerships with other investors 
and financiers.

And public banks are distinctly 
different from private banks because they 
can include social and developmental 
objectives as well as financial ones – or 
they should.

“As the financial needs of the 
Sustainable Development Goals and the 
Global Green New Deal are more in the 
nature of a marathon than a sprint, only 
public banking has the capacity to create 
the diversified portfolios, spread over a 
broad geographical range, that can reach 
the under-served areas and segments of 
the economy,” said UNCTAD. In principle, 
they also have the capacity to take the 
long-term view, another sharp distinction 
as compared with private banks.

Taken together, public banks and bank-
like institutions are already pulling above 
their weight when it comes to financing 
the SDGs. Estimates of their number 
and size vary but most agree that public 
banking accounts for about one-fourth of 
the total banking universe and a higher 
proportion in developing countries. Yet, 
they support a much higher proportion of 
SDG-type investments than that. Of the 
$454 billion estimated to be invested in 
climate finance in 2016, the public sector 
contributed almost half.

Alongside central banks, public 
development banks are the engine room 
providing the heavy lifting required for 
a big investment push. Many are already 
doing a great deal, especially in developing 
countries, where new Southern-led and 
Southern-oriented banks have been 
established at a phenomenal rate and 
longstanding ones significantly expanded. 
Southern development banks now lend as 
much as the Bretton Woods institutions in 
some cases, and under much more flexible 
conditions.

According to UNCTAD, for all banks 
to better play their role, a well-articulated 
system is needed that links central banks, 
development banks and governments’ 
development plans with industrial policy, 
social support systems and the broader 
social justice framework that ensures a 
more equitable path on which none are 
left behind.

To be effective, banks need to have 
sufficiently large initial capitalization 
from government and reliable and stable 
sources over time. Virtually all public 
banks use this capitalization to borrow 
more funds on international capital 
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by D. Ravi Kanth 

GENEVA: The World Trade Organiza-
tion’s Director-General Roberto Azevedo 
on 17 February provided a bleak assess-
ment about the possibility of reviving the 
Appellate Body (AB) and the future of 
the two-stage appeal system, trade envoys 
told the South-North Development Moni-
tor (SUNS).

At a closed-door meeting with select-
ed trade envoys from more than a dozen 
countries, Azevedo suggested that there 
was no light at the end of the tunnel as 
regards the possibility of resurrecting the 
AB, the highest adjudicating body for 
global trade disputes, anytime soon, said 
a trade envoy who asked not to be quoted.

Trade envoys from the United States, 
the European Union, China, Japan, Cana-
da, Australia, Norway, Switzerland, India, 
South Africa, Singapore, Korea and Brazil, 
among others, attended the brief meeting 
that lasted for about 25 minutes.

The AB was made dysfunctional on 11 
December 2019 after the US had consis-
tently blocked the selection process for 
filling six vacancies at the AB, on grounds 
that the AB had failed to adhere to the 
WTO’s Dispute Settlement Understand-
ing (DSU).

Subsequently in December, the DG 
held the first round of consultations with 
trade envoys for finding a solution to the 
AB crisis, when he suggested that high-
level dialogue could improve matters.

Against this backdrop, hopes were 
pinned on Azevedo’s recent consultations 
with US trade officials in Washington for 
reviving the AB, said a trade envoy who 
asked not to be quoted. After his high-
profile meeting with US President Donald 
Trump in Davos in January, the DG was 
expected to convince US Trade Represen-
tative Robert Lighthizer about starting 
talks for reviving the AB. 

However, Azevedo seemed utterly 
bleak at the 17 February meeting at the 
WTO, the envoy said. The DG, who had 
just come back from Washington, re-
vealed that there was no progress on the 
AB crisis.

He conveyed almost in unmistakable 
terms that the AB’s revival was doubtful, 
said another envoy. “The US is not mov-
ing an inch for reviving the AB and it will 
not engage,” the envoy suggested.

Against the backdrop of a USTR report 
on the AB issued earlier in February, it was 
abundantly clear that the US would block 
all efforts to revive the AB in the imme-
diate short term, said the envoy. The US 
wanted WTO members to address what it 
claimed was the original sin as to why and 
how the AB had gone astray and deviated 
from the DSU, an exercise that could take 
years to complete, the envoy added.

Interim arbitration mechanism

Significantly, Azevedo commented on 
the ongoing efforts to craft a plurilateral 
multi-party interim arbitration mecha-
nism under Article 25 of the DSU.

The DG suggested that members must 
work towards a single approach for the 
mechanism, said one envoy.

This suggestion for a single approach 
implied the need to iron out differences 
between the EU and China on the one 

Azevedo provides bleak assessment 
on reviving AB
The head of the WTO reportedly sees limited prospect for getting the 
organization’s Appellate Body back in operation in the near term.

markets, so they can on-lend them to 
other borrowers, and the extent to which 
they are reliant on these international 
markets determines crucially the extent to 
which they can afford to make more social 
and developmentally oriented choices 
when they lend.

The Secretariat Note said it is a concern 
that “one of the main means promoted for 
banks to scale up is through securitization 
approaches, as a way to bring private 
investors into financing development”. 
Recalling the role securitization played 
in the junk mortgages that led to the 
financial crisis just one decade ago, it is a 
concern the debate is not about weighing 
the various risks involved in different 
forms of securitization but rather how 
more complex forms of securitization 
can attract private investors to developing 
countries.

UNCTAD also noted that current 
mechanisms and institutions that 

can mobilize resources are unevenly 
distributed. Even with the rise of 
Southern-led finance, poorer countries 
and regions remain unserved. The uneven 
allocation of public banks and public 
funds has important implications for 
social inclusiveness as well as for long-
term investment.

The Secretariat Note also highlighted 
some problems related to microfinance. 
It said the provision of finance for under-
served communities and activities is not 
new but the needs are now greater. At one 
time, it was thought that microcredit could 
be a solution, lending either at the level 
of households or to micro-enterprises 
and thereby helping the poor to establish 
their own income-generating activities. 
From small beginnings in the mid-1980s, 
microfinance became one of the most 
popular poverty-reduction policies, being 
highly praised as a way to both lift people 
out of poverty and generate sufficient 

returns as to be self-financing.
However, said UNCTAD, these 

laudable beginnings swiftly became 
co-opted as the microfinance industry 
became mainstreamed by the financial 
services industry and increasingly 
associated with excessively high interest 
rates, high profits for the lender and a 
kind of debt bondage for the borrowers. 
The scale of loans was so small that few 
if any borrowers ever got beyond being 
small traders, burdened by rising debts. 
And its focus on individual entrepreneurs 
meant that borrowers were rarely, if ever, 
incorporated into any significant step-
change in terms of productive capacities 
or even incipient manufacturing, let 
alone a path towards industrialization. 
Rather than being helped, the global poor 
became trapped at the bottom of the new 
world of globalized financialization, said 
UNCTAD. (SUNS9076)
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side, and Australia, Brazil and Japan on 
the other, over the terms for the mecha-
nism and the question of adjusting the 
mechanism to accommodate US interests, 
said the envoy.

The DG said at the 17 February meet-
ing that his office was open to members 
for consultations, suggesting that the 
mechanism should be acceptable to mem-
bers, the envoy added.

Three countries – Japan, Australia and 
Brazil – apparently raised several reserva-
tions about involving former AB mem-
bers as well as officials of the AB secre-
tariat in the mechanism as proposed by 
the EU, said a person familiar with the 
discussions. Japan, Australia and Brazil 
were also not eager to engage the former 
AB members or AB officials due to oppo-
sition from the US, the person said.

They had conveyed to the EU that 
without the US joining the interim ar-
rangement, it may not become functional, 
said a trade official who asked not to be 
quoted.

Seventeen countries had signed a min-
isterial statement in Davos in January on 
working to establish a multi-party interim 
appeal arrangement. The countries were 
Australia, Brazil, Canada, Chile, China, 
Colombia, Costa Rica, the EU, Guatema-
la, Korea, Mexico, New Zealand, Norway, 
Panama, Singapore, Switzerland and Uru-
guay. The signatories said they remained 
committed to working with the “whole 
WTO membership to find a lasting im-
provement to the situation relating to the 
WTO Appellate Body”.

Brussels was ready to work with all 
members to make the arrangement func-
tional as a stop-gap arrangement until the 
AB becomes operational again, said an EU 
trade official who asked not to be quoted.

The EU has proposed that the ar-
rangement closely replicate the AB review 
process and that it would leave the panel 
proceedings largely unaffected. On who 
ought to be the “appeal arbitrators”, the 
EU has suggested that “the objective is not 
to create a ‘second panel’ but to preserve, 
as much as possible, the qualities and fea-
tures of a Standing Appellate Body”.

Therefore, “appeal arbitrators must 
be persons who meet the standards for 
Appellate Body members, and give the 
same guarantees of impartiality and in-
dependence, and who have been ‘vetted’ 
by the WTO Members”, the EU proposed. 
(SUNS9071)
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The multilateral trading system centred in the 
World Trade Organization (WTO) faces no less 
than an existential threat stemming from the 
United States’ blocking of new appointments 
to the WTO’s Appellate Body (AB) – a stand-
still which could effectively paralyze the entire 
mechanism for resolving trade disputes be-
tween countries.

While the US stance has been seen as a means 
to force through a reshaping of the WTO in 
Washington’s own interests, it has also cast a 
spotlight on longstanding flaws in the WTO 
dispute settlement system. As this paper points 
out, dispute panels and the AB have in several 
cases been perceived as unduly altering the 
balance of WTO member states’ rights and ob-
ligations, often to the detriment of developing 
countries.

The priority now, asserts the paper, is to “call 
the US bluff” and address the AB impasse at 
the highest political decision-making level of 
the WTO. Separately, a review of the WTO dis-
pute settlement regime, which is long overdue, 
should be undertaken in order to ensure that 
the system enshrines principles of natural jus-
tice. 

The WTO and Its Existential Crisis

by Chakravarthi Raghavan
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US accused of abusing security 
exceptions in blocking telecom 
networks
D. Ravi Kanth reports on the latest round of plurilateral talks on elec-
tronic commerce, which made headway in drafting an agreement but 
also registered divisions in some areas.
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GENEVA: China has accused the United 
States of abusing national security excep-
tions by blocking “public telecommunica-
tions networks” from choosing support-
ing technologies.

Without naming the security-related 
barriers imposed on Chinese companies, 
particularly Huawei, China has charged 
the US with creating hurdles and under-
mining friction-less electronic commerce.

This charge came at the seventh round 
of the plurilateral Joint Statement Initia-
tive (JSI) group meetings on electronic 
commerce held at the WTO, partici-
pants told the South-North Development 
Monitor (SUNS). The week-long round, in 
which the Philippines joined the JSI group 
as the 83rd member, ended on 14 Febru-
ary.

Electronic commerce-related network 
equipment 

China and the US traded charges 
against each other over the “abuse” of 
national security exceptions in blocking 
countries from using “electronic 
commerce-related network equipment 
and products”, according to a participant 
at the meeting.

China’s comprehensive proposal on 
“electronic commerce-related network 
equipment and products” came up for 
discussion on the last day of the meeting. 
The six-paragraph proposal says:

“‘Electronic commerce-related 
network equipment and products’ refer 
to all hardware and related software, 
and services that can be used to support 
transactions done by electronic means, 
including telecommunication network 
equipment, products, resources, and 
related services such as installation, 
trial operation, testing optimization, 
maintenance and repair services, and etc., 
and other related equipment, products, 
resources, and related services;

“[Parties/Members] recognize the 
importance of electronic commerce-

related network equipment and products 
and their supply chain to ensure the 
sustainable development of electronic 
commerce;

“With respect to all measures affecting 
the production, supply, rental, sale, export, 
and import of electronic commerce-
related network equipment and products, 
each [Party/Member] shall accord to 
enterprises and electronic commerce-
related network equipment and products 
of any other Member treatment no less 
favourable than that it accords to any 
other like enterprises or any other like 
electronic commerce-related network 
equipment and products;

“No [Party/Member] shall whether in 
written form or not, exclude or limit the 
supply of electronic commerce-related 
network equipment and products or other 
normal business operations of enterprises 
from any other [Party/Member], unless 
in a way consistent with the WTO 
Agreement and based on the conduct of 
an investigation pursuant to legitimate 
public policy objectives, a conclusion 
thereof with concrete evidence and 
advance notices;

“No [Party/Member] shall prevent 
public telecommunications networks 
or their service suppliers, including 
value-added services, from choosing 
the supporting technologies of their 
networks and services, and/or electronic 
commerce-related network equipment 
and products related to the technologies;

“No [Party/Member] shall, whether 
in written form or not, block the supply 
chains of electronic commerce-related 
network equipment and products, in 
particular those based on long-term 
commercial cooperation, including 
cutting or prohibiting the supply to 
enterprises of any other [Party/Member] 
of necessary raw materials, components, 
parts, software, technologies and their 
updates for electronic-commerce related 
network equipment and products, unless 
in a way consistent with the WTO 

Agreement, and based on the conduct of 
an investigation pursuant to legitimate 
public policy objectives, a conclusion 
thereof with concrete evidence, and 
advance notices.”

The US has launched an aggressive 
global blocking campaign against Huawei’s 
fifth-generation (5G) value-added 
Internet mobile telecommunications 
on grounds that they would be used for 
providing intelligence to the Chinese 
administration.

So far, 62 out of 64 countries are 
reported to have opted for Huawei’s 5G, 
despite the sustained campaign by the 
US. Even the United Kingdom, which is 
a member of the Five Eyes intelligence-
sharing bloc (along with the US, Canada, 
Australia and New Zealand), has opted for 
China’s 5G system in non-core areas.

Against this backdrop, China’s 
JSI proposal has argued that in order 
to maintain friction-less electronic 
commerce, the proposed “WTO 
Electronic Commerce Joint Statement 
Initiative” must include a chapter on 
“electronic commerce-related network 
equipment and products”.

However, the week-long JSI meeting 
ended with sharp exchanges between 
China on the one side, and the US and 
Australia on the other, over the escalating 
restrictions imposed on such products, 
said a participant at the meeting.

Without naming the US, China said 
that “one member” was refusing to follow 
the WTO rules and resorted to “excluding 
or limiting the supply of electronic 
commerce-related network equipment 
and products” on intransigent grounds.

The US shot back at the Chinese 
criticism, claiming that Beijing had 
also resorted to prohibiting the entry 
of mobile products and base stations 
supplied by foreign companies by using 
encryption-related barriers, said another 
JSI participant who preferred not to be 
quoted. The US asked China whether it 
could justify its barriers and restrictions, 
the participant said.

Australia suggested that constraining 
electronic commerce-related networks 
under legitimate public policy objectives 
was justified, according to the participant.

China said it was not objecting to 
legitimate public policy goals but was 
opposing attempts to “abuse national 
security exceptions”, the participant said.

The EU lent support to Australia 
and the US, saying that it also had some 
concerns about allowing certain public 
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telecommunications networks or their 
services suppliers, including value-added 
services, the participant added.

EU telecommunications proposal

On another issue concerning the 
EU’s proposal on telecommunications, 
said a participant who asked not to 
be quoted, Brussels was subjected to 
severe questioning by the US on what 
would constitute “major suppliers” of 
telecommunication networks or services 
that have the ability to materially affect the 
terms of participation (having regard to 
price and supply) in a relevant market for 
telecommunications services as a result of 
(a) control of essential facilities or (b) use 
of the position in the market.

The US sought clarification from 
the EU on definitional issues relating 
to major suppliers providing “public 
telecommunications networks” that cover 
“the telecommunications infrastructure 
used for the provision of public 
telecommunications services between 
and among defined network termination 
points”.

The US asked the EU to explain what 
areas of telecommunication infrastructure 
would be covered under the rubric of 
public telecommunications networks.

It wanted to know whether privately 
owned underground (submarine) 
cables for telecommunications as well as 
satellite services would be part of public 
telecommunications networks.

The EU explained that all areas of 
telecommunications networks would be 
included under the category of public 
telecommunications networks, said a 
participant who asked not to be quoted.

The US itself faced sharp queries as 
well as opposition to its proposal for 
limiting liability on interactive computer 
services, which was based on section 230 
of the US Communications Decency Act 
of 1996.

Except for disagreements on these 
three issues – China’s proposal on 
electronic commerce-related network 
equipment, the EU’s proposal on 
telecommunications, and the US proposal 
on interactive computer services – the 
week-long JSI meeting was positive and 
dynamic, as members got down to the 
business of drafting the legal text on 
a few issues for the first time, several 
participants said. (SUNS9072)

Understanding the European Union’s Understanding 
on Computer and Related Services

by Professor Jane Kelsey

We live in a digital era that encompasses every-
thing, from Internet banking, online retailing 
and multimodal logistics to automated mining 
and food production, additive manufacturing 
(3D printing), smart products and the Internet of 
Things. Alongside digitisation has come ‘servicifi-
cation’ - everything in the production and distribu-
tion supply chain, except the final commodity, is 
being redefined as a service.

Most services are now driven by digital technolo-
gies that operate through an ecosystem that func-
tions like a human body: data, computer systems, 
software and algorithms are the brain; telecom-
munications act as the nerve system; and finance 
is the blood supply. Those who control the digital 
brain will wield significant power over the future 
global economy, society and governance.

Old development asymmetries are embedded in 
this transformation. If first-mover countries and 
companies continue to dominate the digital do-
main, and make the global rules in their interest, 
then the digital divide among countries will widen 
even further. That’s why the European Union’s Un-
derstanding on Computer and Related Services 
matters.

 

To download, visit http://tiny.cc/3q0gkz         

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

by Martin Khor

International  investment  agreements, specifi-
cally bilateral investment treaties and the  invest-
ment  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 interna-
tional tribunals.The  serious  risks  involved  have 
prompted a rethink of investment pacts in devel-
oping and developed countries alike. 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.

To purchase, visit https://www.twn.my/title/tnd/
td42.htm
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Global economy still slowing, 
dangerously vulnerable
Varying growth forecasts aside, the outlook for the world economy 
is clouded by fundamental weaknesses stemming in large part from 
policy failures.

by Anis Chowdhury and Jomo Kwame Sundaram

In what has been an annual ritual early in 
the year, most major economic organiza-
tions have released forecasts for the global 
economy in 2020.

Incredibly, almost as a reminder of 
where financial power resides in this day 
and age, the International Monetary Fund 
(IMF) released its forecasts at the World 
Economic Forum’s 50th annual meeting 
in Davos.

Although the IMF revised its global 
economic growth prognosis slightly 
downwards from its October 2019 forecast, 
it still offers the most optimistic prospect 
of 3.3% growth in 2020. The World Bank’s 
forecast of 2.5% – identical to the United 
Nations estimate – is the lowest, with the 
Organization for Economic Cooperation 
and Development (OECD)’s at 2.9%.

The IMF justified its optimism on the 
grounds of improved market sentiments 
following the US-China “Phase One” 
trade deal and diminished fears of a “no-
deal Brexit”.

Goldman Sachs describes these 
developments as “a break in the clouds”, 
forecasting global growth at 3.4% in 2020, 
while Morgan Stanley sees “calmer waters 
ahead”, expecting 3.2% in 2020 and 3.5% 
in 2021.

It is not unusual for these organizations 
to be optimistic: after all, they do not want 
to be seen as naysayers or prophets of 
doom, especially if their pronouncements 
are later denounced as self-fulfilling 
prophecies. But “talking up the economy” 
can have grave consequences, as with the 
2008-09 global financial crisis (GFC).

At the time, the IMF revised its forecast 
upward in July 2007, a month before the 
US “subprime” mortgage crisis morphed 
into the worst global downturn since the 
Great Depression of the 1930s. Meanwhile, 
the OECD was confident that any US 
“soft landing” would be offset by robust 
European economic performance. Such 
forecasts fostered a false and ultimately 

dangerous sense of invulnerability and 
complacence before the storm broke. 

Policymakers ignored warnings by 
the United Nations since 2005 about 
fundamental weaknesses, including 
growing global imbalances and the 
debt-financed US housing bubble. As is 
now well known, the collapse of the US 
subprime mortgage market brought down 
world finance and, eventually, the global 
economy.

Hazards of forecasting

Thankfully, it is customary to include 
some cautionary notes with these annual 
forecasts, even when optimistic. For 
example, the IMF now warns of more 
downside risks, including geopolitical 
tensions, social unrest, trade tensions and 
developing economies’ financial turmoil. 
Both the UN and the IMF fear that the 
climate crisis can trigger financial stress, 
further slowing economic growth.

To make matters worse, ignoring 
fundamental weaknesses and focusing 
excessively on ephemeral short-term 
trends can be dangerously misleading.

To be sure, forecasting is extremely 
hazardous, and sometimes compared 
unfavourably to astrology. Forecasters 
factor in plausible developments, but 
completely unpredictable “black swan” 
events, such as the novel coronavirus 
pandemic, can upset even the best of 
forecasts.

Meanwhile, the World Bank warns of 
ballooning debt, both public and private.

The UN and the World Bank also 
note that the sharp productivity growth 
slowdown since the GFC has reduced 
long-term growth and poverty reduction 
prospects; furthermore, high inequality 
will also delay such progress.

Both the UN and the IMF note that 
high and rising inequality also engenders 
greater social and political polarization, 

unrest and instability.
Additionally, the UN also warns of 

deepening political polarization and 
growing scepticism about multilateralism 
as significant downside risks.

But none mention that the long-run 
effects of income inequality on both 
consumption and output can be quite 
large, delaying economic recovery by 
limiting aggregate demand and capacity 
utilization.

Policy failure

Such fundamental weaknesses owe 
much to policy failures.

Unlike in the New Deal following the 
Great Depression of the 1930s, all too 
many contemporary policymakers shy 
away from addressing core problems – 
such as financial excesses, rising household 
debt, exorbitant executive salaries vis-a-
vis stagnant, if not declining, real wages – 
that also contributed to the GFC.

Low (negative) interest rates due 
to unconventional monetary policy, 
especially “quantitative easing” (QE), have 
not promoted productive investments, and 
allowed less-productive firms to survive. 
Thus, QE failed to boost productivity.

“Easy money” has been used for share 
buybacks, mergers, acquisitions and 
inflated executive remuneration. Thus, 
as before the GFC, “fictitious capital” is 
being systemically generated once again, 
contributing to asset price bubbles and 
endangering financial stability.

“Easy money” from developed 
economies has also flowed to developing 
countries in search of better returns, 
making them more vulnerable, besides 
raising their indebtedness yet again.

QE has also contributed to rising 
inequality. Meanwhile, major central 
banks have exhausted much of their 
means for lending at very low or even 
negative interest rates as they have very 
limited room to cut interest rates further.

No fiscal saviour

Besides reducing overall revenue 
collection and marginal income tax rates, 
the longstanding trend from direct to 
indirect taxation has shifted tax incidence 
from incomes to consumption, largely at 
the expense of the middle class.

Pursuing fiscal austerity under various 
guises, governments have slashed social 
and infrastructure spending in favour of 
public-private partnerships skewed in 
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Kristalina Georgieva, the Managing 
Director of the International Monetary 
Fund, has announced that the IMF is 
rethinking and updating its policy advice 
to emerging markets with an improved 
new integrated policy framework. 

In an op-ed piece in the Financial 
Times on 19 February, she wrote: “We are 
rethinking and updating our advice to 
member countries. Our goal is to provide 
country-specific advice on the appropriate 
mix of policies needed to preserve growth 
and financial stability. Our new ‘integrated 
policy framework’ will reassess the costs 
and benefits of four tools – monetary 
policy, macroprudential policy, exchange 
rate interventions and capital flow 
measures – to help stabilize economies 
exposed to domestic and external shocks. 
Importantly, the ‘integrated’ aspect of the 
new framework will capture how these 
tools interact with each other and with 
country circumstances.”

One wonders why it took so many 
years for the IMF to rethink its policy 
framework even though the 2008 global 
financial crisis provided all the necessary 
conditions to revisit its conventional 
wisdom on these policy matters. 
Nevertheless, the recognition by the 
IMF leadership that its policy advice to 
emerging markets needs a rethink, in 
principle, is a welcome development.

Here are my five suggestions for the 

kind consideration of the IMF to develop 
a coherent policy framework.

1. Manage spillovers and 
spillbacks: Firstly, the new framework 
should not be limited to emerging market 
economies (EMEs) only as nowadays 
advanced economies, especially in the 
eurozone, are also vulnerable to a variety 
of common external shocks. For instance, 
the coronavirus outbreak is rattling 
financial markets in both emerging and 
advanced economies, amid concerns that 
it will pose serious risks to an already 
fragile global economic recovery.

There is no denying that EME 
policymakers should adopt sound 
domestic policies and improve 
macroeconomic fundamentals, but 
it may not be sufficient to withstand 
financial shocks that EMEs have recently 
experienced from spillovers of monetary 
policy normalization in the US and other 
advanced economies. Hence, the IMF 
should give due attention to supply-side 
factors of volatile capital flows.

As financial risks are expected to 
amplify in the coming months, the 
challenge lies in developing a collective 
response to manage policy spillovers and 
spillbacks. In this regard, the IMF can play 
a leading role in identifying new financial 
risks and encouraging member countries 
to manage risks collectively.

2. The importance of unorthodox 

policy instruments: Secondly, the IMF 
can learn from the experiences of its 
member countries (such as Malaysia, 
India and Brazil) that have often deployed 
a mix of unorthodox policy instruments 
to deal with a variety of external shocks. 
Such policy instruments include capital 
controls on both inflows and outflows, 
macroprudential measures, interventions 
in foreign exchange markets, and 
countercyclical fiscal policies, amongst 
others.

More specifically, the IMF should 
update its 2012 Institutional View that 
endorses capital controls as a last resort, 
imposed selectively on capital inflows and 
on a temporary basis. As I have noted 
elsewhere, the IMF should adopt a more 
flexible approach towards capital controls 
and support member countries with all 
the policy options needed to safeguard 
financial stability threatened by volatile 
capital flows.

What should EME policymakers do 
in the face of “sudden stops” or reversals 
in foreign capital inflows? In the short 
run, policymakers should proactively 
enforce capital controls to stem the risks 
of rapid capital outflows. In parallel, they 
should also impose macroprudential 
policy measures (including caps on 
foreign currency lending, credit controls 
and countercyclical capital requirements) 
for maintaining financial stability and 
adequate liquidity to sustain the growth 
momentum.

It is now widely recognized that 
capital controls can help prevent and 
manage financial crises. In the aftermath 
of the 2008 global financial crisis, capital 
controls are back in the policy toolkit 
in many EMEs as they experienced an 
extraordinary surge in capital inflows 
following the crisis. Besides, some 
advanced economies (such as Iceland, 

Whither the IMF’s new integrated 
policy framework?
With the International Monetary Fund planning a rethink of its policy 
blueprint for member states, Kavaljit Singh points to some areas which 
are ripe for change. 

favour of influential corporate interests. 
Fiscal austerity also slowed economic 
recovery and technology adoption to the 
detriment of productivity growth.

Such fiscal reforms have not only 
exacerbated inequality but also kept 
countries and households in debt 
bondage. And as governments have less 
fiscal space with rising debt, their ability 
to respond to crises – financial, climate or 
pandemic – is severely compromised.

Had national policymakers, led by the 

G20, embraced the UN recommendation 
for a Global Green New Deal to stimulate 
recovery, address the climate crisis and 
reverse growing inequality, the global 
economy could have been put on a more 
inclusive and sustainable path.

Such hopes remain even more elusive 
in an increasingly fractured world where 
multilateralism itself has been discredited 
and deliberately undermined by ethno-
populism’s re-legitimization of jingoism. 
(IPS)

Anis Chowdhury, Adjunct Professor at 
Western Sydney University and the Univer-
sity of New South Wales (Australia), held 
senior United Nations positions in New 
York and Bangkok. 
Jomo Kwame Sundaram, a former eco-
nomics professor, was Assistant Director-
General for Economic and Social De-
velopment at the Food and Agriculture 
Organization (FAO), and received the Was-
sily Leontief Prize for Advancing the Fron-
tiers of Economic Thought in 2007.
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Greece and Cyprus) also used capital 
controls on both inflows and outflows to 
weather the global financial crisis.

At the very least, the IMF can 
immensely help in removing the deeply 
rooted stigma attached to capital controls 
by recognizing them as a legitimate tool of 
macroeconomic policy.

Moreover, the IMF should encourage 
member countries to concentrate more 
on attracting long-term capital flows that 
improve the country’s productive capacity 
through the transfer of technology and 
managerial knowhow, rather than short-
term volatile capital flows (such as bank 
lending and portfolio investments) that 
are prone to abrupt reversals.

3. A complete rethink on CAL: The 
time is also ripe for the IMF to revisit its 
longstanding policy advocacy for capital 
account liberalization (CAL) as it has no 
significant positive impact on economic 
growth while its costs are increasingly 
evident in the form of recurrent financial 
crises. The links between rapid capital 
account liberalization and financial crises 
are well documented. Capital account 
liberalization, together with domestic 
financial deregulation, was at the root of 
the 1994 Mexican crisis and the 1998 East 
Asian financial crisis.

Even though the IMF has no formal 
jurisdiction over members’ capital 
account policies, this has not stopped 
it from advising member countries on 

how to manage the capital account. 
In the past, the IMF has given policy 
advice encouraging capital account 
liberalization with little emphasis on the 
pace and sequencing of liberalization. In 
its 2015 report “The IMF’s Approach to 
Capital Account Liberalization: Revisiting 
the 2005 IEO Evaluation”, the Fund’s 
Independent Evaluation Office identified 
“27 countries in which one or more Fund 
missions expressed a view or provided 
advice (including technical assistance) on 
the removal of capital account restrictions 
during 2006-14”.

What is needed is a total policy rethink 
(not piecemeal tinkering) on capital 
account liberalization, which has made 
EMEs highly vulnerable to the excessive 
boom-bust nature of global capital flows.

4. De-dollarization of trade: 
Fourthly, Ms Georgieva rightly points out 
that “while emerging markets are deeply 
integrated in global trade, their trade is 
disproportionately invoiced in dollars 
and consequently flexible exchange 
rates provide limited insulation”. In this 
regard, the IMF could explore many 
policy options, including the possibility 
of using national currencies in bilateral 
trade arrangements to reduce exchange 
rate risks.

India, for instance, successfully worked 
out rupee trade arrangements with Nepal, 
Russia and Iran in the past to overcome 
foreign exchange shortages as well as US 

sanctions. Such bilateral arrangements 
can be handy for emerging markets 
not merely to minimize the impact of 
exchange rate fluctuations but also to 
increase non-dollar invoicing in foreign 
trade in the long run.

Likewise, the development of local 
currency bond markets in emerging 
markets can help in mitigating the 
currency mismatch that often contributes 
to financial crises, thereby enhancing 
overall financial stability and financial 
deepening.

5. Consult external stakeholders: 
Finally, we expect the IMF to consult 
and seek inputs from a broad range 
of external stakeholders, bringing 
different perspectives to the issues under 
consideration so as to tackle a culture of 
“groupthink” and “intellectual capture” 
as noted by its Independent Evaluation 
Office not long ago.

Ms Georgieva, we will be watching 
these developments closely.

Kavajit Singh is Director of Madhyam, 
a New Delhi-based non-profit policy re-
search institute. The above is reproduced 
from Madhyam’s website.
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External debt levels are once again increasing and a new wave 
of debt crises is unfolding. The current trend of addressing debt 
sustainability problems through neoliberal austerity policies 
reduces, rather than increases, available economic resources. The 
resulting budget cuts and promotion of privatization strategies, 
along with public-private partnerships (PPPs), ultimately 
endanger the capacity of public services to advance human 
rights and achieve the Sustainable Development Goals (SDGs), 
including women’s rights and gender equality.

A report published by the European Network on Debt and 
Development (Eurodad), “Out of Service”, takes a closer look 
at the impact of debt crises on public services and how in 
impoverished countries in particular there is a negative impact 
on people’s rights – particularly on the rights of women. When 
existing gender inequalities, along with women’s practical and 
strategic needs and interests, are taken into consideration in 
public services design, they can help address the barriers women 
face in a range of sectors and situations. But when resources 
for public services are not available, achieving gender equality 
becomes extremely difficult. 

A deteriorating debt landscape

Since 2011, general government gross debt to GDP ratios 
have increased across all regions in the Global South. 

The Eurodad report outlines how: 
• Between 2010 and 2018, external debt payments as a 

percentage of government revenue grew by over 80% in low- 
and middle-income countries, from an average of 6.71% in 
2010 to an average of 12.56% in 2018. 

• In Sub-Saharan Africa specifically, the proportion of 
government revenue destined for external debt service 
payments more than doubled, from 4.56% in 2010 to 10.8% 
in 2018. Such an increase threatens to undermine gains 
seen in the region following debt relief under the Heavily 
Indebted Poor Countries (HIPC) and Multilateral Debt 
Relief (MDRI) initiatives of the late 1990s and early 2000s.

• Additionally, at least 20 governments in the Global South 
spent more than 20% of their revenue to service external 
debts in at least one of the last five years. In some cases, 
such as in Angola, Djibouti, Jamaica, Lebanon, Sri Lanka 
and Ukraine, more than 40% of government revenue was 
destined for external public debt service at some point 
between 2014 and 2018. Worryingly, in most cases, this is 
due to an increase in debt payments, rather than a decrease 
in revenue, and International Monetary Fund (IMF) 
projections do not indicate a reversal of this trend in coming 
years.

The impact of debt crises on public services and human 
rights 

Under international human rights law, states have a duty to 
promote social progress and better standards of living, including 
by allocating sufficient resources to public service provision. 
Yet, in a global context where a neoliberal approach dominates, 
austerity measures are being implemented in the name of fiscal 
discipline and non-debt-related government spending has 
decreased significantly in recent years. As a result, fewer and 
fewer resources are being allocated to public services. 

The Eurodad report shows how: 
• Between 2014-18, resources spent on public services 

dropped by more than 18% in Latin America and the 
Caribbean and by 15% in Sub-Saharan Africa. Looking 
ahead, the IMF predicts that this trend will continue in all 
regions. 

• According to these projections, government spending 
in Sub-Saharan Africa will reach a historic low in 2024, 
at 20.74% of GDP. In Latin America and the Caribbean, 
spending is projected to fall from 33.74% in 2014 to 29.85% 
of GDP in 2024. In the Middle East and Central Asia, the 
estimated decline is from 32.96% in 2014 to 29.82% in 2024. 
Meanwhile the IMF predicts debt levels will continue to 
increase.

• This is already having a direct impact on basic services such 
as education and health. In at least 21 low- and middle-
income countries, government education expenditure as 
a percentage of GDP decreased between 2015 and 2017, 
while debt service as a percentage of GDP was increasing. 
Similarly, in the 39 countries where data are available, the 
domestic general government health expenditure per capita 
decreased between 2014 and 2016, while debt service per 
capita increased. 

 The impact of austerity measures – in particular, budget 
cuts to essential public services – falls more heavily on women 
and girls. It is mainly women who will carry the extra unpaid 
burden of the care tasks that public services will eventually stop 
providing (or as both quality and coverage decrease). Women are 
concentrated more heavily than men in lower-income sectors of 
society, thus women are more affected by cuts in social protection 
programmes and food or energy subsidies, or, for example, by 
the removal of vital services for survivors of gender violence. 
Public workers’ wage caps directly impact women’s income and 
economic security, as the public sector tends to be a major source 
of employment for women. 

A new approach to dealing with debt 

If we are to avoid yet another “lost decade” for human rights 
and development as the new wave of debt crises unfolds, there 
is an urgent need for international financial institutions (IFIs) 
and governments to adopt a new approach to sovereign debt 
crisis prevention and resolution. One that puts people first and 
protects their rights over creditors’ profits. 

Governments must rise to their obligations under international 
law, and adopt proactive approaches to embedding human rights 
and gender equality in public policymaking, including through 
integrating gender-sensitive human rights impact assessments 
into policy planning and debt management. Moreover, adopting 
a more comprehensive approach to assessing debt sustainability, 
one that encapsulates human rights alongside other social, 

Debt surge takes toll on 
public services 
 
As governments in the Global South devote more and 
more of their revenues towards repaying external debts, 
spending on essential public services is being cut, finds a 
new report published by the European Network on Debt 
and Development (Eurodad). 
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gender, environmental and development considerations, will 
be critical to strengthening debt crisis prevention and buffering 
populations from the impacts of over-indebtedness. 

When crisis hits and debt restructuring becomes unavoidable, 
delays increase the economic and social cost of restructurings 
and prolong the timespan during which sovereign debt problems 
impact negatively on public services. On the other hand, more 
timely, comprehensive and efficient restructurings could lead to 
fairer and more sustainable outcomes. 

Eurodad, other civil society organizations and critics have 
long highlighted the absence of a multilateral sovereign debt 
workout mechanism that can provide this systematic approach 
to crisis resolution. The Eurodad report illustrates that as the 
debt outlook deteriorates across the globe, international efforts 
to develop and agree upon such a mechanism must be renewed. 
In the interim, creditors and IFIs should work to promote more 
timely and effective restructurings, and cease to promote an 
orthodoxy that relies on harmful austerity-focused policies and 
loan conditionalities. 

Against the background of a new global debt wave, the 
erosion of public service expenditure through direct, austerity-
driven cuts and rising debt payments is already jeopardizing 
viable routes to achieving the 2030 development agenda, the 
Beijing Platform for Action on gender equality, and the Paris 
climate goals. 

The urgency is clear. Now is the time to enact long-needed 
reforms to an international sovereign debt resolution system that 
is arguably out of service. 

Recommendations

In order to honour commitments to promote human rights, 
including gender equality and women’s rights, the Eurodad 
report recommends that governments protect the necessary 
resources to provide universally accessible, gender-sensitive 
and quality public services. Specifically, governments and 
international financial institutions should implement the 
following recommendations: 

Respect for international human rights law: Governments 
should integrate independent gender-sensitive Human Rights 
Impact Assessments (HRIA) into regular fiscal policy planning 
and debt management. HRIA findings should guide decision-
making in relation to debt restructuring and debt relief, such 
as on the revision of repayment terms, the need for and size 
of possible “haircuts”, the distribution of losses by different 
creditors, etc., as well as in relation to further fiscal policy ex post 
the debt restructuring. Restructuring or relief operations should 
not impel or compel a country to derogate from its international 
human rights obligations. 

Respect for gender equality and women’s rights 
commitments: Governments should live up to their commitments 
towards gender equality and women’s rights, such as those 
included in the Beijing Platform for Action (1995), including the 
review of macroeconomic policies and development strategies 
in order to incorporate a gender perspective in them. In this 
regard, financing mechanisms and debt management policies 
should incorporate gender impact assessments systematically. 
Furthermore, governments and IFIs should defend and promote 
gender-sensitive and transformative public services that provide 
universal access and universal coverage, are publicly funded, 
delivered, managed and governed in a transparent, participatory 

and accountable manner, and that are being delivered by 
public sector workers enjoying decent work. In this sense, the 
ideologically driven promotion of PPPs to finance and deliver 
public services should cease.

End austerity conditionality: IFIs should put an end to 
harmful economic policy conditionality, respecting democratic 
ownership of domestic policymaking by borrower countries. The 
IMF should especially refrain from promoting austerity as the 
default option through loan conditionality, especially in “bailout” 
operations, as it shifts the burden of adjustment onto the most 
vulnerable in society, particularly through the undermining of 
public services provision. 

Review debt sustainability: Governments at the IMF 
and World Bank should promote an open review of Debt 
Sustainability Assessments (DSA), with UN guidance and 
civil society participation, in order to evolve towards a more 
adequate debt sustainability concept, one that includes human 
rights and other social, gender, environmental and development 
considerations at its core. 

Timely and sufficient debt restructuring: Creditors and 
IFIs should facilitate debt restructurings in a timely, efficient 
and sufficient manner. In the case of IMF loans, ex ante debt 
restructurings are of special importance to stop bailing out 
reckless lenders who have pushed a country into unsustainable 
and often illegitimate debts. 

Debt workout mechanism: Governments and international 
organizations should support and work towards the creation of 
a multilateral sovereign debt workout mechanism that, under 
the auspices of the UN, ensures the primacy of human rights 
over debt service and a rules-based approach to orderly, fair, 
transparent and durable debt crisis resolution. 

Domestic resource mobilization: Governments should be 
able to increase domestic resource mobilization by effectively 
fighting tax dodging and harmful tax competition, as well 
as building and promoting sufficient and gender-responsive 
progressive tax systems, ensuring that the rich and multinational 
corporations pay their dues. In relation to this, IFIs should stop 
promoting regressive tax policies, in particular value-added tax 
(VAT). 

Funds for public services: The international community 
should support affordable and responsible public financing 
options for gender-responsive and quality public services 
infrastructure and provision. This includes concessional loans by 
public financial institutions, but also fulfilling donor countries’ 
commitment to devote 0.7% of national income as official 
development assistance, together with additional commitments 
for climate finance. Aid should be untied, unconditional 
and transparent, and follow the international agreements on 
public procurement. Following the basic principles of effective 
development aid and introducing binding rules on responsible 
lending and borrowing would be key steps for making funds 
available for quality public services.

 
The above is the Executive Summary of the Eurodad report “Out of Service: 
How Public Services and Human Rights Are Being Threatened by the Growing 
Debt Crisis”, written by Iolanda Fresnillo and published in February 2020. Eu-
rodad is a network of 50 civil society organizations from 20 European coun-
tries which works for transformative yet specific changes to global and Eu-
ropean policies, institutions, rules and structures to ensure a democratically 
controlled, environmentally sustainable financial and economic system that 
works to eradicate poverty and ensure human rights for all. The full report is 
available at eurodad.org.


