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A bitter harvest of hunger 
and debt

Today’s unsustainable food systems and unsustainable sovereign 
debt loads are mutually reinforcing, generating hunger 

throughout the developing world. Breaking this harmful cycle, 
a new expert report stresses, will require far-reaching debt relief 

and a shift away from the economically and environmentally 
ruinous industrial agriculture model.

l  The intersecting food and debt crises — p6

. . . . . . . . . .  A l s o  i n  t h i s  i s s u e  . . . . . . . . . .

CSOs reject US candidate for World Bank chief

Amid global hunger crisis, commodity speculators reap 
record-shattering profits

$1 trillion in the shade: Corporate profits escape the 
taxman’s reach



2   

Third World ECONOMICS  No. 766, 1-15 March 2023C u r r E N t  r E p O r t S  l  Wor ld  BankTHIRD WORLD

ECONOMICS
Tr e n d s  &  A n a l y s i s 

Published by Third World Network 
Bhd (198701004592 (163262-P))
131 Jalan Macalister
10400 Penang, Malaysia
Tel: (60-4) 2266728/2266159
Email: twn@twnetwork.org
Website: https://twn.my

C O N T E N T S 

CURRENT REPORTS 

CSOs reject US candidate for World Bank 
chief — p2

Amid global hunger crisis, commodity 
speculators reap record-shattering profits 
— p3

OPINION

$1 trillion in the shade: Corporate profits 
escape the taxman’s reach — p4

ANAlySIS

The intersecting food and debt crises — p6

THIRD WORlD ECONOMICS
is published fortnightly by the Third 
World Network (TWN), an independent 
non-profit international research and 
advocacy organization involved in 
bringing about a greater articulation 
of the needs, aspirations and rights 
of the peoples in the South and in 
promoting just, equitable and ecological 
development. 

Founding Editors: 
Chakravarthi Raghavan (1925-2021)
Martin Khor (1951-2020)

Editor: lean Ka-Min

Editorial Advisor: T. Rajamoorthy

Typesetter: Jessie Chan

Views expressed in these pages do not 
necessarily reflect the positions of the 
Third World Network.

We, the undersigned organizations, are 
appalled that in the context of calls for a 
democratization of the governance in the 
World Bank, and the global consensus of 
the need for climate and economic justice, 
the US government nominated Ajay 
Banga on Thursday 23 February, former 
MasterCard CEO, to become World Bank 
president. We reject the nomination of 
Mr Banga for World Bank president.

Banga, vice-chair of US private equity 
group General Atlantic and former chief 
executive of MasterCard until the end of 
2020, was nominated by Joe Biden despite 
his explicit lack of credentials to lead the 
World Bank Group towards seriously 
tackling the generational challenges of 
climate change and global inequality. A 
Wall Street veteran, with no demonstrated 
development experience, Banga lacks the 
credibility to lead the World Bank in its 
stated objective of promoting sustainable 
development and eradicating poverty, or 
in addressing economic and social rights 
of the most vulnerable communities, let 
alone climate change. Banga’s current and 
past affiliations include being Chairman 
of the Board at Exor (a Dutch investment 
holding company) and Director at 
Temasek (Singapore’s state-owned 
investment fund), both of which invest 
in fossil fuel projects. He also benefited 
from Trump-era tax cuts by cashing in on 
share sales after the tax cuts had allowed 
MasterCard to inflate its own share price 
through buybacks.

The profile of this nominee could 
not be further away from what the 
world needs in the current context of 
multifaceted crises and environmental 
emergencies. The World Bank is not a 
private equity firm. The nomination of 
yet another investment banker illustrates 
how deeply Wall Street financiers remain 
embedded in leadership, advisory, 

stakeholder and many other key positions 
across international financial institutions, 
particularly the World Bank Group and 
International Monetary Fund.

The nomination demonstrates 
another dangerous step towards the 
Wall Street Climate Consensus, where 
private sector investors take the leading 
role in financing and governing the 
supposed “green transition”, while public 
institutions, including the World Bank, are 
relegated to derisking private investments 
in a show of “subsidized greenwashing”. In 
the context of a Global South debt crisis 
and hard-hitting austerity measures, the 
derisking agenda further erodes what 
is left of the developmental state and 
the prioritization of a public budget for 
economic and social rights and needs.

Banga’s focus on financial markets 
access and instruments, particularly 
green bonds, for financing climate and 
sustainable development investments 
would only exacerbate the current 
extractive dynamic, in which scarce 
public financial resources are massively 
being diverted from education, health or 
social protection budgets to repay private 
bondholders and commercial banks. His 
appointment is a message from the Biden 
administration that the World Bank 
should continue channelling critical sums 
of public financing to private interests, as 
the International Finance Corporation 
(IFC) has been doing for decades.

The nomination by the US 
government makes clearer than ever the 
need for a truly merit-based, transparent 
and open selection process – not just on 
paper. The World Bank’s next leader must 
serve billions of people living in poverty 
and tackle the growing multiple climate, 
inequality and economic crises in a just, 
equitable and systemic manner. The 
world needs a World Bank President who 

CSOs reject US candidate for 
World Bank chief
In the following letter to be sent to the World Bank board, civil 
society organizations from around the world voice opposition to 
the US government’s nomination of Ajay Banga for the post of Bank 
president, charging that the Wall Street veteran lacks credibility to 
helm the multilateral lender in addressing climate change and global 
inequality.
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prioritizes public financing for public 
investments and public services, reverses 
the austerity wave, supports economic 
diversification and the nurture of domestic 
productive sectors, and promotes fair 
resolution to sovereign debt distress, 
including multilateral debt cancellation 
when needed. The only way to ensure 
this leader has the right experience and 
background to do so is a due selection 

process that puts an end once and for all 
to the gentlemen’s agreement between 
the US and Europe, and prioritizes the 
nomination of a person who comes from 
the Global South and represents the 
interests of these countries. A process that 
necessarily incorporates exchanges with 
global civil society and sets clear selection 
criteria, such as a commitment to human 
rights law and to a feminist, green and 

just transition that ensures economic 
transformation in the Global South.

We look forward to progressive 
candidates from the Global South with 
the qualifications and lived experience 
to enable them to lead the World Bank 
during these challenging times.

Sign on to this letter and view the list of 
initial signatories here.

As much of the world reeled from high 
energy and food prices that left millions 
struggling to heat their homes and feed 
their families, commodity trading firms 
that benefit from extreme market volatility 
brought in record-breaking profits in 
2022, capitalizing on chaos spurred by 
Russia’s invasion of Ukraine.

Citing new research from the 
consulting firm Oliver Wyman, the 
Financial Times reported on 5 March that 
the commodity trading industry “made 
record gross profits of more than $115 
billion from trading activities last year.”

That total is up 60% compared with 
2021, with the independent trading houses 
Trafigura, Vitol and Glencore among the 
biggest beneficiaries, the Financial Times 
noted.

“Financial players such as hedge 
funds also enjoyed big gains, earning 
an estimated $12 billion from trading 
activities in 2022 compared with less than 
$3 billion the year before,” the newspaper 
added.

Ernst Frankl, a partner at Oliver 
Wyman and one of the report’s authors, 
told the Financial Times that 2022 “was 

Amid global hunger crisis, 
commodity speculators reap 
record-shattering profits
Commodity trading firms raked in record profits last year on the back 
of a “perfect storm” in the commodities market.

by Jake Johnson

a bit of a perfect storm across all the 
commodities, from a trading opportunity 
perspective.”

“Volatility is the lifeblood of what 
traders need in order to trade,” Frankl 
said.

Nick Dearden, director of the UK-
based advocacy group Global Justice Now, 
expressed disgust at traders’ booming 
profits in the midst of worsening cost-of-
living crises.

Russia’s invasion of Ukraine wreaked 
havoc on global energy and food markets, 
disrupting the supply of wheat and other 
key crops for countries that rely heavily 
on Ukrainian exports.

Negotiators are currently working 
to extend a United Nations-backed 
agreement that has allowed Ukraine to 

export grain from key ports that Russia 
blockaded. The initiative is set to expire 
on 18 March.

“To all the leaders in the world, 
we need to renew the Black Sea Grain 
Initiative,” World Food Programme 
(WFP) executive director David Beasley 
said in February. “It must be renewed at 
all costs. Ukraine alone feeds 400 million 
people around the world.”

WFP projects that more than 345 
million people will be “food insecure” this 
year, more than double the 2020 number.

Experts have argued that commodity 
speculators are not only benefiting from 
extreme market volatility – they’re to 
some degree causing major price swings 
that have real-world consequences.

“We’re in a market where 
speculators are driving prices up,” 
Michael Greenberger, former head of 
the Division of Trading and Markets 
at the US Commodity Futures Trading 
Commission, told Mongabay last year.

In an October letter to the head 
of the Commodity Futures Trading 
Commission, US senators Elizabeth 
Warren and Cory Booker wrote that 
“while American families are struggling 
with rising prices, Wall Street traders are 
raking in record profits trading these very 
commodities.”

“This kind of speculation in the 
commodities markets,” the lawmakers 
warned, “has a direct impact on everyday 
people.”

Jake Johnson is a staff writer for Common 
Dreams, where this article was originally 
published under a Creative Commons 
licence (CC BY-NC-ND 3.0).

“We’re in a market 
where speculators are 
driving prices up.” 

https://docs.google.com/forms/d/e/1FAIpQLSf5Me29_MWlnqASB53qHd-UtEeme4iLYTC7QEDnjJ3-OU_5pw/viewform
https://www.commondreams.org/news/hunger-commodity-speculators-profit
https://www.commondreams.org/news/hunger-commodity-speculators-profit
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$1 trillion in the shade: Corporate 
profits escape the taxman’s reach
Multinational companies have been diverting more and more of their 
earnings to tax havens, depriving host-country governments of crucial 
tax revenue.

by Ludvig Wier and Gabriel Zucman

About a decade ago, the world’s biggest 
economies agreed to crack down on 
multinational corporations’ abusive use 
of tax havens. This resulted in a 15-point 
action plan that aimed to curb practices 
that shielded a large chunk of corporate 
profits from tax authorities.

But, according to our estimates, it 
hasn’t worked. Instead of reining in the 
use of tax havens – countries such as the 
Bahamas and Cayman Islands with very 
low or no effective tax rates – the problem 
has only gotten worse.

By our reckoning, corporations shifted 
nearly $1 trillion in profits earned outside 
of their home countries to tax havens in 
2019, up from $616 billion in 2015, the 
year before the global tax haven plan was 
implemented by the group of 20 leading 
economies, also known as the G20.

In a new study, we measured the 
excessive profits reported in tax havens 
that cannot be explained by ordinary 
economic activity such as employees, 
factories and research in that country. 
Our findings – which you can explore in 
more detail along with the data and an 
interactive map in our public database 

– show a striking pattern of artificial 
shifting of paper profits to tax havens by 
corporations, which has been relentless 
since the 1980s.

Profit-shifting soars

The current effort to curb the legal 
corporate practice of using tax havens to 
avoid paying taxes began in June 2012, 
when world leaders at the G20 meeting in 
Los Cabos, Mexico, agreed on the need to 
do something.

The Organization for Economic 
Cooperation and Development (OECD), 
a group of 37 democracies with market-
based economies, developed a plan 
that consisted of 15 tangible actions it 
believed would significantly limit abusive 
corporate tax practices. These included 
creating a single set of international tax 
rules and cracking down on harmful tax 
practices.

In 2015, the G20 adopted the plan 
officially, and implementation began 
across the world the following year. In 
addition, following leaks like the Panama 
Papers and Paradise Papers – which shed 

light on dodgy corporate tax practices – 
public outrage led governments in the US 
and Europe to initiate their own efforts to 
lower the incentive to shift profits to tax 
havens.

Our research shows all these efforts 
appear to have had little impact.

We found that the world’s biggest 
multinational businesses shifted 37% of 
the profits – or $969 billion – they earned in 
other countries (outside the headquarter 
country) to tax havens in 2019, up from 
about 20% in 2012 when the G20 leaders 
met in Los Cabos and agreed to crack 
down. The figure was less than 2% back 
in the 1970s. The main reasons for the 
large increase were the growth of the tax 
avoidance industry in the 1980s and US 
policies that made it easier to shift profits 
from high-tax countries to tax havens.

We also estimate that the amount of 
corporate taxes lost as a result reached 
10% of total corporate revenue in 2019, 
up from less than 0.1% in the 1970s.

In 2019, the total government tax loss 
globally was $250 billion. US multinational 
corporations alone accounted for about 
half of that, followed by the UK and 
Germany.

Global minimum tax

How do policymakers fix this?
So far, the world as a whole has been 

trying to solve this problem by cutting 
or scrapping corporate taxes, albeit in a 
very gradual way. In the past 40 years, 
the global effective corporate tax rate has 
fallen from 23% to 17%. At the same time, 
governments have relied more heavily on 
consumption taxes, which are regressive 

https://missingprofits.world/
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and tend to increase income inequality.
But the root cause of profit-shifting is 

the incentives involved, such as generous 
or lenient corporate tax rates in other 
countries. If countries could agree on a 
global minimum corporate tax rate of, say, 
20%, the problem of profit-shifting would, 
in our estimation, largely disappear, as tax 
havens would simply cease to exist.

This type of mechanism is exactly 
what more than 130 countries signed 
on to in 2021, with implementation of a 

15% minimum tax set to begin in 2024 
in the EU, the UK, Japan, Indonesia and 
many other countries. While the Biden 
administration has helped spearhead the 
global effort to implement the tax, the US 
has notably not been able to get legislation 
through Congress.

Our research suggests implementing 
this type of tax reform is necessary to 
reverse the shift of ever-greater amounts 
of corporate profits going to tax havens – 
instead of being taxed by the governments 

where they operate and create value.

Ludvig Wier is External Lecturer 
of Economics at the University of 
Copenhagen. Gabriel Zucman is 
Associate Professor of Economics at the 
University of California, Berkeley. This 
article was originally published on The 
Conversation under a Creative Commons 
licence (CC BY-ND 4.0).

Connect 
to https://twn.my/

Third World Network’s website for the latest on
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https://theconversation.com/1-trillion-in-the-shade-the-annual-profits-multinational-corporations-shift-to-tax-havens-continues-to-climb-and-climb-200034
https://theconversation.com/1-trillion-in-the-shade-the-annual-profits-multinational-corporations-shift-to-tax-havens-continues-to-climb-and-climb-200034
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How are food systems contributing to the debt crisis?

The debt burden accrued by low-income countries is typically 
blamed on economic mismanagement, corruption and external 
shocks – including the COVID-19 pandemic and the 2022 food 
price crisis. But these factors do not tell the whole story, and 
fail to acknowledge the bind many low-income countries are in. 
Historically and still today, persistently high debt in the world’s 
poorest countries is in large part a result of global economic 
systems designed to suit the interests of powerful governments 
and creditors in the Global North.

In particular, today’s global food systems are a key contributor 
to macroeconomic imbalances and unsustainable debt in low-
income countries. The soaring costs of food imports in 2022 
clearly demonstrated these linkages – but it was only the tip of 
the iceberg. As we explore below, unsustainable food systems 
and unsustainable debt reinforce one another through a variety 
of mechanisms. The result of this vicious cycle is rising hunger 
and poverty in the world’s poorest countries.

The connections between unsustainable food systems and 
unsustainable debt are longstanding but under-recognized, and 
IPES-Food hopes to draw greater attention to them. In the early 
1980s, a major debt crisis reshaped food systems in the Global 
South, unleashing policies whose legacies can still be felt today. 
Under the “structural adjustment” programmes introduced 
by the International Monetary Fund (IMF) and World Bank, 
developing countries were required to cut state expenditures, 
liberalize their economies, and prioritize export-led growth 
in sectors like agriculture to earn foreign exchange that could 
be used to repay debts and pay for imports. But despite these 
policies originating in a balance-of-payments crisis, persistent 
macroeconomic imbalances and unsustainable debt have become 
a key legacy of structural adjustment: liberalization policies have 
failed to translate into broad-based development and sustainable 
public finances, while critically undermining food security in 
many of the world’s poorest countries.

Since the turn of the century, the World Bank and IMF have 
rebranded their lending operations and debt-restructuring efforts 
have been undertaken, notably through the Heavily Indebted 
Poor Countries (HIPC) Initiative. Nonetheless, debt-to-GDP 
ratios have risen again over the last decade, with low-income 
countries encouraged to take on new loans to finance basic 
expenditures, other developing countries struggling to service 
longstanding debts, and new lenders arriving on the scene. Over 
the same period, developing countries became increasingly 
reliant on volatile commodity export markets and imports of 
staple foods. With countries facing a rising debt burden, and 
the space for critical investments shrinking, progress on hunger 
started to stagnate around 2015.

Low-income countries, therefore, came into the economic 

disruption of 2020-22 highly exposed to volatility in global 
commodity markets and financial markets, and with large 
swathes of their populations highly vulnerable to food insecurity. 
The vulnerabilities underpinning today’s debt crisis are a result 
of longstanding imbalances and injustices in the global economy, 
extending well beyond agriculture and food systems. Some of the 
drivers of hunger, impoverishment and indebtedness – including 
climate change and conflict – are vast, cross-cutting problems.

Nonetheless, today’s inequitable and unsustainable food 
systems play a key role in this nexus and are a critical part of 
the macroeconomic imbalances and the debt crisis facing 
low-income countries. Below, we explore these connections, 
identifying four drivers of the debt crisis with their roots in food 
systems.

Driver #1: Import dependencies and dollar dependencies

Dependency on staple food imports has been a key 
driver of the 2022 food security crisis – and is a crucial link 
between unsustainable food systems and unsustainable debt. 
Today’s food import dependencies are a legacy of increasingly 
specialized, concentrated, industrial commodity chains, and the 
flawed (agri-)development pathways prescribed for low-income 
countries over recent decades.

Where previously countries had deployed “import 
substitution” policies to build up their agricultural and 
industrial production base and reduce reliance on imports, 
export orientation was heavily prioritized through structural 
adjustment programmes – in particular the promotion of cash 
crop exports and cheap grain imports, and the withdrawal of 
state subsidies for purchasing food, fuel, etc. These reforms took 
place alongside multilateral trade liberalization that exposed 
developing-world agriculture to unfair competition with highly 
subsidized production in the Global North. The effects of these 
policies have been particularly acute in Africa, with staple food 
production declining and the continent’s food import bills more 
than tripling over recent decades.

Agricultural exports have grown in parallel. In particular, 
many developing countries have specialized in cash crops, often 
at the expense of diverse food crops traditionally consumed by 
local populations. Despite food security concerns, these exports 
have been prioritized as a critical source of foreign currency 
reserves.

This trend accelerated from 2000 onward, with growth in 
low-income countries driven by agricultural/mineral commodity 
exports and a commodity price boom. Debt-to-GDP ratios crept 
up over this period, as development aid declined, grants were 
replaced by loans, and countries drew significantly on financial 
markets for the first time. Many invested heavily in export-
oriented, chemical-intensive agriculture: by 2010, 10 of the 

The intersecting food and debt crises
A vicious cycle of inequitable food systems and overwhelming debt burdens is driving up hunger and 
poverty across the Global South. In a new report excerpted below, the International Panel of Experts on 
Sustainable Food Systems (IPES-Food) explores transformative pathways towards food security and debt 
justice.



7   

Third World ECONOMICS  No. 766, 1-15 March 2023A N A ly S I S  l  Food systems

biggest African countries were channelling 14-26% of public 
agricultural expenditure to fertilizer subsidies.

Low- and middle-income countries were then buffeted by 
the commodity price crash of 2014-16, which set debt-to-GDP 
ratios on a steeper upward trajectory. But unlike in previous 
crises, interest rates stayed low, allowing countries to continue 
borrowing and avoid major restructuring.

Low-income, net food-importing countries are therefore 
critically exposed to the current crisis. Global commodity price 
spikes in 2022 translated into sudden upsurges in the cost of 
basic foods, and in some cases even food shortages, as a result 
of countries’ reliance on imports of staple foods like wheat and 
maize from Ukraine, Russia and a handful of other suppliers. 
As prices spiked over the past year, countries in sub-Saharan 
Africa spent an additional $4.8 billion on food imports, despite 
a decline in total volumes, while the world’s 77 “net food-
importing developing countries” faced a crippling $21.7 billion 
in additional costs for only slightly higher import volumes.

Higher global food commodity prices have brought some 
gains for agricultural export sectors, but farmers have generally 
failed to benefit in a context of corporate consolidation. Moreover, 
for the finances of developing countries, any gains have generally 
been offset by costly fertilizer import dependencies, alongside 
rising costs for fuel and other agricultural inputs.

By October 2022, the World Bank’s fertilizer price index had 
risen 66% for the year, with energy import costs surpassing 25% 
of GDP for some emerging economies. A number of countries are 
now stuck in what has been described as a “fertilizer trap”: India 
(with $26 billion budgeted in 2022), Kenya and the Philippines 
are among a host of governments ramping up fertilizer subsidies 
in the face of the crisis, alongside rising fuel import costs.

By the outset of 2023, global food commodity prices had 
come down from their 2022 peaks. Fertilizer prices are also 
projected to fall back by 12% in 2023 as supply restrictions ease 
and new production capacity starts to come onstream – including 
in developing countries. Nonetheless, food and fertilizer import 
costs remain high in historical terms, and debt-servicing costs 
are still rising.

In the near term, net food-importing developing countries 
face a continuation of unfavourable terms of trade, steadily 
mounting macroeconomic imbalances, and high risks of further 
price volatility (for agri-food imports/exports, fertilizer, energy, 
etc). 

It is clear, therefore, that import dependencies and dollar 
dependencies are a major driver of the debt crisis facing dozens 
of countries – and must be addressed if they are to put their 
finances on a sustainable footing.

Driver #2: Extractive financial flows

Over decades, unsustainable models of (agri-)development 
financing, and the funnelling of wealth out of the Global South, 
have hollowed out the state’s role in delivering food security and 
created persistent cycles of austerity and debt.

Structural adjustment programmes typically entailed 
massive reductions in public expenditures, from infrastructure 
investments to social programmes, as key state functions were 
outsourced to the private sector, and countries turned to new 
sources of finance – including foreign direct investment (FDI) – 
to drive export growth in agri-food and other sectors and help 

pay off debts.
With initial policy reforms failing to deliver the desired 

results, and public resources perpetually strained in low-income 
countries, governments have increasingly turned to public-
private partnerships (PPPs) to finance development projects. 
Agriculture-focused PPPs have become particularly prominent 
in the wake of the 2007-08 food price spikes, coming alongside 
(and sometimes enmeshed with) development aid. In particular, 
agri-development funding has been channelled through 
corporate-friendly partnerships with a focus on ramping up 
productivity via chemical inputs and developing agri-exports 
and growth corridors, including the Gates Foundation-led 
Alliance for a Green Revolution in Africa (AGRA), the US 
government-led Feed the Future initiative, and the now-defunct 
G8 New Alliance on Food Security and Nutrition. Over the past 
decade, China’s Belt and Road Initiative has also brought huge 
investment to the 130+ countries in its orbit, with a similar focus 
on infrastructure-led growth and commodity export chains. 
Chinese private companies alone have invested some $43 billion 
in agriculture over the past 10 years through the initiative.

Although they were meant to boost the growth and economic 
competitiveness of low-income countries, PPPs and other agri-
development financing vehicles have contributed to further 
erosion of state functions and accountability mechanisms, 
and are arguably undermining public finances in the longer 
term. PPPs tend to be an expensive and risky type of financing. 
Furthermore, as a type of liability that is “off the books”, they 
are less visible to citizens and tend to escape accountability for 
delivering on their headline promises. For example, the Gates-
funded AGRA partnership continues to receive millions of 
dollars of funding despite failing to deliver on stated hunger 
and poverty reduction goals. Similarly, the US-led Feed the 
Future programme has offered limited returns on huge private 
sector investment to date and may face further challenges in the 
face of soaring fertilizer prices. Meanwhile, the failure to build 
accountability and genuine country ownership into the G8 New 
Alliance was among the reasons for its abandonment.

With as much as 21% of developing countries’ sovereign 
debt now owed to China, liabilities related to Belt and Road 
Initiative investments are a growing concern for low-income 
countries. Accountability is particularly weak, with a number 
of mothballed projects in Africa since loans from Chinese state 
banks fell away post-pandemic. Furthermore, recent Belt and 
Road expansions have been critiqued for their heavy focus on 
developing high-tech agri-export sectors (based on Chinese 
hardware) to supply China with food imports, sometimes at the 
expense of traditional livelihoods and farming systems.

Crucially, financial transfers from the Global North are 
dwarfed by the funds funnelled out of developing countries. In 
2021, developing countries owed $356 billion in debt service on 
external public and publicly guaranteed debt, far outstripping the 
$185.9 billion received in development aid. Furthermore, ongoing 
attempts to liberalize the economies of developing countries and 
ensure a friendly environment for multinationals have kept tax 
revenues perennially low. The Tax Justice Network estimates that 
low-income countries lose $36 billion per year as a result of tax 
avoidance and evasion by private firms. The agri-food sector is 
a major source of fiscal leakage, with tax exemptions regularly 
attached to agri-export corridors, and leading agribusinesses 
found to be engaging in aggressive tax avoidance.
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Capital flight is also a major risk in the current crisis, with 
relatively high interest rates on offer in wealthy countries. While 
some low-income countries are trying to revalue their currencies 
through higher interest rates and aggressive purchasing, others 
cannot, either due to the negative impacts it would have on 
much-needed exports or because of a lack of control over their 
monetary policies – a neocolonial legacy that places major 
constraints on their development.

For many developing countries, the result is a perpetual strain 
on public finances, low capacity for state action, and insufficient 
investment in resilience and social policies – including critical 
anti-hunger programmes. As Brazil has discovered since 2016, 
austerity policies have had brutal impacts on hunger and poverty, 
while failing to provide a basis for sustainable public finances. In 
some countries, particularly in the Sahel, food security has been 
further undermined by perpetual underinvestment in strategic 
grain reserves, in a context of low government expenditures and 
global market orientation.

In the face of the economic disruptions of 2020-22, countries 
facing budgetary strains are once again responding with further 
austerity and forgone investments. Shockingly, 64 developing 
countries spent more on debt payments than on healthcare 
during the first year of the COVID-19 pandemic.

Furthermore, high levels of debt are crowding out critical 
investments in meeting the Sustainable Development Goals 
(SDGs), with debt-servicing costs estimated to exceed climate 
spending in 94% of countries, health and social protection 
spending in 80%, and education in two-thirds. Delaying 
investment in food system transformation is particularly short-
sighted, given that equitable and climate-resilient food systems 
are key to meeting almost all of the SDGs.

Today, therefore, the financial flows in and out of food 
systems are contributing to the macroeconomic problems 
dozens of countries are facing, and critically undermining the 
ability of governments and societies to respond to challenges 
like food security and climate resilience. Breaking these cycles is 
therefore key to addressing the debt crisis – and would unleash 
huge benefits.

Driver #3: Boom-bust cycles and corporate consolidation

Boom-bust cycles in agriculture are another key element of 
today’s unsustainable and inequitable food systems. Historically 
and again today, these cycles contribute to economic inequalities, 
the marginalization of small-scale food producers, and ultimately 
to unsustainable debt. Furthermore, corporate consolidation 
through “boom and bust” shapes the whole political economy 
of food systems and thereby reinforces the dominant industrial 
model.

Boom-bust cycles have long been a feature of the agricultural 
sector, with price spikes typically followed by painful 
readjustments. Following commodity price booms in the 1970s, 
food prices collapsed in the early 1980s, contributing to a farm 
depression that coincided with the developing-world debt crisis. 
In North America and other agri-exporting regions, farmers had 
taken on huge debts to invest in new machinery and struggled 
when prices fell – leading to widespread consolidation across the 
agriculture, farm machinery and fertilizer sectors.

When global food prices spiked in 2007-08, the initial 

boom was followed once again by a commodity crash, starting 
around 2013-14. The downturn that followed saw a decline in 
export earnings and a steady increase in debt-to-GDP ratios 
for many developing countries, alongside grain import surges 
that undercut small-scale producers in the Global South. It also 
hit agribusiness profits and drove an unprecedented wave of 
agribusiness consolidation from 2015-18 – particularly in the 
inputs sector.

At the outset of 2023, with farmgate prices already coming 
down from the spikes of spring 2022, another damaging boom-
bust cycle may now be underway. The ability of agribusinesses 
to consolidate their power through previous crises is having an 
impact on the current cycle. For example, farmers in the US 
drew limited benefits from the 2022 price boom due to sky-
high input costs (including soaring energy and fertilizer costs) 
and the squeezing of their margins by powerful agribusinesses 
and corporate buyers. Meanwhile, soaring farmland prices in 
the US – up 23% from mid-2021 to mid-2022 – are making 
it harder for small-scale farmers to gain or maintain access to 
land while guaranteeing that the benefits of higher prices accrue 
to incumbents (including large landowning agribusinesses). 
Similarly, in Argentina, farmers are failing to benefit from the 
agricultural commodity boom, thanks to a combination of 
high input costs, tight margins and government restrictions 
(e.g., export quotas). Meanwhile, high prices have exacerbated 
food insecurity, which is rife despite Argentina being a leading 
agricultural producer and exporter.

For the world’s poorest rural communities, many of whom 
are net food buyers and have little access to state support, there 
is no upside to global price volatility. As observed by the UN 
Global Crisis Response Group, working animals are being sold 
and families are taking on increasing household debt in response 
to the current food price crisis.

By contrast, today’s highly consolidated agribusiness giants 
are profiting from the endemic price volatility in global food 
systems. As reported in the Financial Times: “Grain trading giants 
such as Cargill are getting rich, as are many multinational energy 
companies. But growers themselves are barely in the black.” As 
acknowledged by the White House, industrial meat processors 
are also taking advantage of the crisis to increase their profits. 
Agrichemical firms, meanwhile, are more than recouping higher 
production costs by hiking up seed and pesticide prices. Perhaps 
most egregiously of all, nine top fertilizer companies were 
expected to quadruple their profits in 2022 (relative to 2020), 
with governments in the Global South depleting public finances 
to subsidize their farmers’ access to fertilizer.

The benefits accruing to corporations are rarely recycled 
back into critically needed investments in food system resilience 
or other public interest expenditures: since the pandemic, 
agribusinesses and grain traders have in fact been able to benefit 
from bailout funds and fiscal advantages, while avoiding the 
windfall taxes introduced by some governments on the energy 
sector.

Through these cycles, economic inequalities and power 
imbalances are growing – within agriculture, between farmers 
and agribusinesses, and among world regions. Consolidation 
of power allows corporations to shape food systems to their 
continued benefit: ensuring fiscal advantages, shaping research 
(in ways that often stifle innovation in the public interest), and 
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influencing agri-development trajectories and food system 
governance through an array of channels.

Cycles of boom, bust and corporate consolidation are 
therefore undermining the very basis for sustainable food 
systems and sustainable finances to be built – and must be 
broken in order to find definitive answers to the debt crisis.

Driver #4: Climate breakdown

Climate breakdown is a major driver of debt, poverty and 
hunger in and of itself – and many are now demanding that 
climate justice and debt justice be addressed hand-in-hand. Food 
systems are also a key part of this nexus, and a critical part of the 
solution in terms of building climate resilience and sustainable 
finances.

The Intergovernmental Panel on Climate Change (IPCC) 
estimates that climate change has reduced global agricultural 
productivity growth by 21% since 1961, and by up to 34% in Africa 
and Latin America. Today, climate impacts are proliferating and 
combining with other food supply shocks to devastating effect. 
In addition to the loss of Black Sea grain exports in 2022, global 
market supplies were undermined by the worst droughts for 
decades, with production losses in “breadbasket” regions like 
Argentina, the North American Midwest and France. Drought 
also decimated harvests and undermined access to food in some 
of the world’s poorest regions, including the Horn of Africa and 
whole swathes of North Africa and West Asia, while record-
breaking floods in Pakistan in October 2022 destroyed crops and 
vital infrastructure, affecting 33 million people and inflicting 
more than $30 billion in damages.

In addition to the devastating immediate impacts on food 
security, climate change is undermining the economic solvency 
of the worst-affected regions – those who have contributed 
least to the climate crisis. Already today, the majority of highly 
indebted countries are those facing severe climate vulnerability 
as a result of their “special situations”, i.e., least developed 
countries, landlocked developing countries and small island 
developing states.

Debt, in turn, reduces their resilience to climate shocks, 
with high debt stocks/servicing costs depriving countries of 
immediate liquidity buffers (e.g., foreign exchange, budget 
reserves) and contingency funds.

As climate change further impacts food production, these 
and many other countries could face an even more perilous 
situation, with major risks of economic collapse. In West Africa 
for example, where temperatures are rising 1.5 times faster than 
global averages, agriculture, livestock and fisheries contribute 
35% of GDP, and the food economy accounts for 66% of total 
employment. Indeed, Sahel countries (Burkina Faso, Mali and 
Niger particularly) were among those already experiencing 
climate-related shocks and socioeconomic instability before the 
Ukraine war, and therefore highly vulnerable to the price shocks 
of 2022. Bigger developing countries like Pakistan are also at risk 
of sliding into economic collapse, as debt, climate change and 
food insecurity intersect.

Despite these critical threats, transforming food systems to 
build climate resilience has been insufficiently prioritized and 
critically underfunded. Back in 2009, $100 billion per year of 
“climate finance” was promised to developing countries by 2020, 

but the pledge was never fulfilled. At the 2022 COP27 global 
climate conference in Egypt, a “loss and damage” fund was 
agreed but there is no guarantee that it will deliver finances on 
the scale and of the type needed.

In most low-income countries, debt-servicing costs continue 
to exceed climate spending. Meanwhile, only 3% of public climate 
funding is being channelled to food systems, and little of that is 
addressing the burgeoning emissions of industrial food systems 
or supporting food system transformation and adaptation where 
it is urgently needed.

Today, Green Revolution-style partnerships continue to 
attract funding, while only a fraction of agricultural research 
funding goes towards transformative, agroecological approaches 
in the Global South.

The lack of public funding leaves low-income countries 
increasingly reliant on further debt to address climate resilience 
– but instead of being able to access low-cost capital, countries 
are being penalized for their climate vulnerabilities in the shape 
of higher interest rates. Some funds are accruing to developing 
countries through carbon offsets/removals and carbon farming, 
but these schemes risk reinforcing large-scale commodity 
production, undermining food security, constraining 
development and thus perpetuating macroeconomic challenges 
for low-income countries – as well as failing to deliver emission 
reductions. Debt-for-nature swaps are also gaining renewed 
attention as an integrated solution to the climate crisis and 
the debt crisis. However, these solutions also require careful 
scrutiny in terms of their implications for food security and their 
suitability to the current crisis.

In sum, climate breakdown is a huge driver of indebtedness and 
suffering in the Global South. While food system transformation 
could be the key to climate resilience and reduced indebtedness, 
instead today’s unsustainable food systems are exacerbating the 
problem and leaving countries increasingly vulnerable to climate 
impacts.

How can we break the cycle of unsustainable food 
systems, hunger and debt?

Unsustainable food systems are a key contributor to the debt 
crisis now facing dozens of countries in the Global South. Import 
dependencies, extractive financial flows, boom-bust commodity 
cycles and climate-vulnerable food systems are combining 
to destabilize the finances of the world’s poorest countries. In 
turn, unsustainable debt leaves countries critically exposed to 
shocks and undermines their ability to make urgently needed 
investments in climate-resilient food production and food 
security.

Unlike the sovereign debt crisis of the early 1980s, today’s 
debt build-up may not lead to a single tipping point. But its 
impacts could be just as severe.

Facing structurally higher import costs and debt repayments 
for the foreseeable future, dozens of countries will gradually 
lose any capacity to address the burgeoning crises they face. 
As the Secretary-General of the UN Conference on Trade 
and Development (UNCTAD) has warned, their debts are 
unsustainable in any meaningful sense. Left unaddressed, the 
growing debt burden will critically hamper the development 
prospects of the world’s poorest countries, completely undoing 
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decades of progress on hunger and poverty, and leaving the 
SDGs in abject failure.

What can be done to break the cycle of unsustainable food 
systems, hunger and debt, and avert catastrophic impacts in the 
world’s poorest countries?

In mid-2022, as the effects of the Ukraine war rippled out, 
the UN Global Crisis Response Group called for emergency 
debt relief to “prevent a continued unsustainable build-up of 
debt in vulnerable countries before the world stumbles into the 
next round of country debt crises”. Nearly a year on, with the 
crisis steadily worsening, the world is gradually waking up to 
the reality of an emerging debt crisis. Powerful governments and 
multilateral organizations have put a number of solutions on 
the table, including IMF bailouts, liquidity support and limited 
forms of debt relief (including restructuring and debt swaps) for 
countries facing the most critical situations.

However, today’s responses to the debt crisis are failing to 
address the severity of the situation, the breadth of countries 
at risk and the structural causes of indebtedness – particularly 
the role of food systems. In other words, these solutions risk 
repeating the same shortcomings of previous efforts at debt relief. 
The HIPC Initiative, launched in 1996, delivered significant 
debt relief for the world’s poorest countries in the form of lower 
principal or interest payments, rescheduling and ultimately debt 
cancellation. But it had only modest impacts in terms of building 
sustainable finances and supporting development in the longer 
term, with some critics attributing these shortcomings to 
persistent structural adjustment-style conditionalities and failure 
to address the structural causes of indebtedness. Furthermore, 
debt relief under HIPC was only available to a fraction of the 
countries arguably needing it, while covering only debt owed to 
the IMF, World Bank and the African Development Fund. Debt-
for-nature swaps and other evolving forms of green financing are 
also a longstanding part of the mainstream response to debt and 
have failed to address the root causes of debt, arguably creating 
further obstacles to sustainable food systems and food security.

By recycling the prescriptions of the past, the debt relief 
and refinancing options on offer today will surely be too little 
too late. The G20 Common Framework for Debt Treatments, 
in particular, mimics the narrow focus of previous initiatives, 
thereby excluding many of the countries facing structural 
barriers to debt sustainability, including some middle-income 
countries. Meanwhile, the failure to build effective multi-creditor 
responses will be even more of a handicap today than it was in 
the past, in light of the rising share of debt now owed to private, 
domestic and newer bilateral creditors like China.

And crucially, global responses to the debt crisis are failing 
once again to pay attention to food systems – as a root cause of 
indebtedness in the Global South, and a key part of the solution. 
Around the world, a fundamental transformation of food 
systems, and a paradigm shift away from industrial agriculture, is 
urgently needed, as recognized by the UN Food and Agriculture 
Organization (FAO), the Committee on World Food Security 
(CFS), landmark reports from the IPCC, IPBES, the World Bank 
and UN-led “agriculture assessment” (IAASTD), and countless 
scientists and civil society groups.

For countries in the Global South, food system transformation 
is critical to escape from cycles of debt and hunger, and could 
potentially unleash huge benefits. By shifting from input-
intensive, export-oriented, industrial agriculture to diversified, 

agroecological food systems, low-income countries can cut 
crippling food, fertilizer and energy dependencies. The ability 
of agroecology to deliver a pathway towards food security, 
sustainability and resilience has become increasingly clear in the 
face of COVID-19 and climate shocks. Furthermore, emerging 
examples from around the world suggest that major food system 
shifts are possible without compromising food security – and 
with major economic benefits. The Indian state of Andhra 
Pradesh has engaged some 620,000 farmers in a sequenced 
transition to chemical-free “natural farming”, with initial data 
suggesting higher household incomes, yield increases, cost 
savings, improved quality of soils and crops, as well as reduced 
stress and better health.

There is no one-size-fits-all recipe for food system 
transformation. Some countries face more constraints than 
others in rebuilding production of key staple foods, while agri-
export revenues will remain critical for many countries even as 
they rebalance towards domestic needs. It is therefore essential 
for countries to understand and consider these trade-offs, and to 
redesign food production systems alongside steps to re-diversify 
food consumption and restructure trade flows, ensuring a diverse 
mix of local and global supplies.

Overall, it remains clear that a different way of addressing 
debt is needed. This time around, solutions should not be limited 
to the countries facing immediate debt distress and default risks 
– and should not be limited to “debt relief ” as we know it. For 
dozens of countries across the Global South, public finances will 
be sustainable in the longer term only if the structural drivers of 
debt are addressed, in food systems and beyond.

The current crisis must be used to build a new economic 
order and a new apparatus to equip countries for this century 
of crises. Comprehensive debt relief must be coupled with a 
broader economic resettlement between the Global North and 
South, a renewed commitment to fight poverty and hunger, and 
must go hand-in-hand with the transformation of food systems.

This is a major and complex work programme but it can 
no longer be delayed. The upsurge of hunger and poverty in 
2022 has driven a realization that the converging crises we are 
facing cannot be addressed with the existing apparatus – and 
the injustices and power imbalances underpinning it. This 
new reality was captured by the UN Secretary-General in his 
bleak outlook on 2023: “When we see poverty and hunger on 
the rise around the world … When developing countries are 
forced to pay five times more in borrowing costs than advanced 
economies … When vulnerable middle-income countries are 
denied concessional funding and debt relief … When we see 
all these gaping flaws and more … Something is fundamentally 
wrong with our economic and financial system.”

It is therefore critical to bring together different threads and 
find commensurate, connected solutions – to bring together the 
conversations on debt relief, climate justice and food system 
transformation, and the various actors of relevance, including 
dispersed creditors and finance providers. There are clear 
building blocks to work from, notably the efforts of civil society 
groups to promote a “multilateral sovereign debt restructuring” 
framework and to develop proposals linking debt justice and 
climate justice in the run-up to COP27.

To build transformative, cross-cutting responses to the debt 
crisis, each country will need to follow its own, self-determined 
path. But some key principles are identified below, drawing on 
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historical and present-day efforts to radically rethink developing-
world debt and redress global injustices, and focusing on how to 
address structural drivers of debt in food systems.

Recommendation 1
Provide debt relief and development finance on the right 
scale for a century of crises.

To be effective, debt relief must be commensurate to the 
immensity of the challenges we face and the breadth of countries 
facing them. The World Bank estimates that building climate-
resilient food systems globally will require $300-400 billion of 
additional investment per year, while $4-6 trillion is the estimated 
annual cost of achieving climate goals. For many low-income 
countries, the main barrier to food system transformation is 
today’s high debt burdens, with debt servicing displacing critical 
government expenditures. Although wholesale debt cancellation 
may not be viable in the current context, debt relief is clearly 
needed on an unprecedented scale, corresponding to “financing 
needs for recovery, climate action, and the SDGs”, as stated by 
the UN Global Crisis Response Group.

Civil society groups have underscored the need for wide-
ranging debt relief and massive injections of new climate and 
development finance – ideally in the form of grants to avoid 
further debt build-up.

Mechanisms to suspend debt obligations in the face of shocks 
are also required and should be urgently explored. Whatever the 
specific funding vehicles, it is clear that financial flows to the 
Global South must be sufficient in volume to address food system 
transformation and targeted to this effect – given the role of food 
systems in driving debt and their centrality to meeting nearly all 
of the SDGs (and especially building climate resilience). Funding 
for agroecology must be scaled up, given its potential to deliver 
food security, climate adaptation and macroeconomic viability.

It is also crucial to rethink the parameters and formal 
definitions of “sustainable” debt in line with the vulnerabilities 
so many countries are facing – particularly exposure to volatile 
agricultural commodity markets. To ensure countries have 
access to adequate debt relief/financing regardless of income 
status, realistic debt sustainability analysis must be undertaken, 
drawing on proposals from civil society groups for human-
rights-based assessments and a “multidimensional vulnerability 
index”.

Recommendation 2
Repair historical food system injustices and return 
resources to the Global South.

It is also critical to address the debt crisis in a broader 
context of global justice, taking into account all financial flows 
between Global North and South, and the historical injustices 
that have mired countries in unfavourable economic conditions, 
particularly in extractive global food systems. Tax justice is a key 
piece of the puzzle. 

Windfall taxes have been introduced on energy firms in 2022, 
but there is an urgent need to expand the lens and implement 
windfall taxes on global grain traders and other agribusiness 
beneficiaries of food price spikes – and to redistribute the 
benefits to food-insecure communities globally, in line with 
proposals from UNCTAD, Oxfam and others.

Expanding the discussion to other targets – e.g., food 
commodity speculation, recoveries from tax havens – would help 
to advance the logic of redistributing value to the Global South, 
and could yield critical resources to fund debt relief and support 
the transformation of low-income countries’ food systems and 
economies.

Further, demands are now being formulated for reparations 
to be paid to compensate historical injustices, including the 
expropriation of agricultural lands and the use of slave labour 
in the food system – and food-system-related debt reparations 
should now be urgently explored in the context of the debt crisis, 
drawing on emerging frameworks and proposals. The concept of 
ecological debt, referring to the resources “borrowed” from the 
Global South to enrich wealthier countries, can also help to guide 
responses to today’s debt-food-climate nexus, with some groups 
now exploring broader conceptions of ecological debt linked 
to the destruction of territories, bio-regions and biodiversity – 
destruction often driven by industrial agriculture.

Recommendation 3
Democratize financial and food systems governance.

As stated by the UN Secretary-General, we must “place 
the dramatic needs of developing countries at the centre of 
every decision and mechanism of the global financial system”. 
Institutions like the World Bank and IMF must finally be 
reformed to break free from Global North biases over decision-
making. Their lending protocols to developing countries must be 
critically reviewed to cut the cord with the harmful practices of 
the structural adjustment period and allow countries to escape 
from the debt traps reinforced by previous lending practices.

Proposals for an independent sovereign debt authority 
also merit urgent attention. In a context of wide-ranging 
creditor interests, opaque processes and imbalances of power, 
such an authority could provide critically needed democratic 
oversight and coordination functions. These reforms must go 
hand-in-hand with changes in food systems governance, to 
ensure a meaningful voice for the world’s poorest countries 
and marginalized populations – including small-scale food 
producers, food-insecure communities and Indigenous People 
– in defining the food systems of the future.

In conclusion, never again should countries have to choose 
between repaying debts and ensuring people are fed. Together, 
the changes outlined above could mark a sea change in how we 
address debt, and a pathway to sustainable finances and global 
justice. The principles and precedents described above can 
provide a basis for transformative action on debt and its root 
causes, and help reduce vulnerability to pandemics, conflicts, 
climate events and economic shocks.

By acting now to break the cycle of unsustainable food 
systems, hunger and debt, we will be able to look back on 2022 
not as the window into a coming era of food crisis, but as the 
wake-up call that sparked a decade of transformation.

IPES-Food is an independent panel of experts shaping debates 
on how to transition to sustainable food systems around the 
world. The above is an extract from its report “Breaking the Cycle 
of Unsustainable Food Systems, Hunger, and Debt” released in 
March 2023.

http://www.ipes-food.org/pages/debtfoodcrisis
http://www.ipes-food.org/pages/debtfoodcrisis

