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FROM CRISIS TO GREEN NEW DEAL: E CASE OF AFRICA



Prof Dani W. Nabudere

Introduction

The implications of the Global Economic Crisis that broke out in 2008 was not seen as an immediate threat in many parts of Africa. The mainstream thinking at this stage was that Africa was not fully integrated in the global economic system and that the ‘toxic assets’ that had threatened the major industrial countries such as the USA and Britain were linked only superficially to the African banks. South Africa, which had maintained a system of partial exchange controls, felt a sigh of relief. President Yoweri Museveni of Uganda went as far as declaring: “I want to assure Ugandans and investors that there is no need for panic because our financial systems are strong and sound. Our financial sector has been effectively regulated and banks have been following prudent lending procedures.” He had even gone further to state: “We are now in a position to advise our development partners who are facing a crisis, because some of the reasons for this crisis are well-known. Their situation will not have a significant effect on our economy.”

This bravado was however short-lived because within a few weeks, a panicky response begun to overshadow most official pronouncements, especially in appealing to the rich countries not to reduce economic aid to their countries given the prevailing economic meltdown. The prime minister of Ethiopia who spoke for most African countries proceeded to London to meet the British prime minister, Gordon Brown, who was to preside over the G20 Summit in London and appealed for the G 20 not to reduce current levels of official aid and commitments to the continent.

The experience


Despite the leaders’ earlier self-confidence, it begun to dawn on many African leaders that the global economic crisis had already begun to affect their economic performance was a real one. Below are some lessons that begun to have immediate impact as the main industrial countries begun to recognize that the crisis was leading their economies into a recession:

· The first will be the drying up of remittances from Africans working in the developed countries. Uganda estimated that for a single year 2007/08 remittances to the country from this source had amounted to US $ 1.4 billion (or Shs 2.338 trillion). These remittances were directed to extended families and construction in major towns of Uganda and the decline in remittances was bound to affect a larger number of people and the economy generally;

· The second impact came from the recession in the developed world to which African countries exported their commodities such as coffee and cocoa as well as minerals. Africa’s exports to those markets begun to decline. This meant a reduction in the incomes of the peasant farmers and mining companies, which was bound to increase the incidence of poverty and a frustration of the UN Millennium Goals-MDGs by 20015;

· Thirdly, the crisis had begun to lead to protectionism in each of the developed countries to try to protect home producers, which tended to fuel the recession even further and thereby reducing the imports to those countries from countries such as Uganda even further; 

· Fourthly, there begun to appear a reduction in the flow of aid from donor countries to Uganda for the budget support. This was due to the financial constraints of the developed countries who were having their own problems with their budgets and stimulus packages;

· Fifth, there was the impact of reduced direct foreign investments as investors begun to be cautious about where to invest. Indeed, many of these investors begun to move their investments to their home markets, creating a form of what Gordon Brown called a ‘financial protectionism.” 

· Sixthly, donor communities also warned of possible reductions in their support to African Non-Governmental Organisations- NGOs, who depended on the same donors for their service delivery activities in the communities, which was bound to lead to an increase the incidence of poverty and the non-fulfilment of the UN Millennium Goals by 20015. 

· Finally, there begun to appear a realisation that tourist earnings would be reduced as tourists from the rich countries begun to cancel their bookings to African destinations. 

· Overall, Africa’s economic fate in its current strategic economic framework is determined by the IMF and the World Bank as well as the donor community. Hence Africa’s official responses to the crisis will ultimately be determined by the fate of the global capitalist economy, unless Africa defines its own path, which is unlikely given that the African leaders have become part of the problem in externalising financial resources, which come to their countries in the form of economic aid. 

· There were exceptional situations such as South Africa where limited exchange controls were still maintained in an otherwise neo-liberal framework. According to South African economists, the inter-bank market has since the global crisis been functioning normally and the Reserve Bank has not had to make any special liquidity provisions to deal with the credit-crunch. South Africa has a relatively sophisticated and well-developed banking sector, and this structure has operated the exchange control regime that has cushioned South Africa from some of the crisis emanating from the World financial centres. Also the country had a system of regulation operated by the Bank regulators who have protected the country to some extent, but perhaps, most importantly, and perhaps ironically, from controls on capital movements of banks; 
· The same controls were applied to the insurance companies and institutional investors who were also protected by a prudential limit on how much they could invest abroad (15 per cent of assets). The Financial Services Board, who acted as the regulators placed constraints on the types of finds or products the companies could invest in, which excluded investments in exotics financial instruments such as derivatives, especially connected to foreign mortgages;
· But despite these precautions, recent reports indicate that the South African Central Bank has had to reduce interest rates as pressures arising from the recession in the developed countries have begun to be felt. South Africa is the only African country that is a member of the G 20 and its representation at the G 20 London Summit will give it an opportunity to speak on behalf of the other African countries on the reform of the international economic system.
Africa and the Green New Deal


There is now a growing realization that Africa needs to design its own path of development, but in the existing global economic environment, it is unlikely that the States will be strong enough to push a Green New Agenda. African countries have been weakened by the IMF Structural adjustment programs and they show little inclination to adopt independent policies. The macroeconomic policies arising from the neo-liberal approaches of the Bretton Woods system have tended to work against approaches aimed at sustainable economic development policies. In Uganda, the president has adopted a high-handed approach of land and forest ‘give a ways’ to the private investors, which has undermined local civil society alternative policies in support of environmental protection.

How the African New Deal can look like.


There is a vibrant civil society movement on the continent in support of a green agenda. However, these groups are urban based and middle class in character. Very few of them integrate their activities with those of the rural populations who are the practitioners of indigenous knowledge related to the use of social and natural capital in all their activities. Moreover, these communities are themselves put under pressure to embark on policies, which the central government tries to implement with the assistance of the donor community as well as the Bretton Woods system. These policies tend to disorient the peasant producers from a more green-oriented agenda.


In these circumstances, it is better for a number of civil society organizations to develop a coordinated approach to the emergence of a Green New Agenda-supported by NGOS from the North so that some experiments can be carried out in the country side to form the basis of a new approach. We therefore recommend the following:

Recommendations


In view of the crisis, we recommend that a new global approach be made that will take into account the experiences of the African countries listed above aimed at creating a Green New Agenda. These global approaches would revolve around the following ideas:

First, the ordinary people find new ways in which they can survive the crisis as they move on to anew system. The poor communities need to be supported in defining this new green agenda through training activities, which are related to their immediate needs aimed at ensuring a food security policy as a matter of urgency about which they can no longer dilly-dally. That means they have first to focus on the home market to ensure that food and other consumer products are available for their local consumption because the global economic crisis might be prolonged;

Secondly, regional market ought to be developed in commodities that suit local tastes with which there can be cross-exchanges as a source of immediate trade with neighbours. Only then can the local communities think of producing for global markets whatever will be left of them.  The focus on local and regional markets means developing a local approach to economic management and has implications for the way in which we look at the world. There can be no single ‘centre’ that will determine the existence of all human beings everywhere. All human beings have to assume responsibility for their own survival and abandon the unilinear way of looking at reality, which is complex and diverse. 

Thirdly, these economies will have to stress the reinvigoration of indigenous food crops as well as medicinal plants. This is because the local communities cannot develop a food security and health system based on food crops of which they have very little knowledge, especially since with the global currency crisis, they shall not have any foreign currencies to buy foreign food products in the short run. The elites in these countries who have depended on imported exotic food products will have to content themselves with indigenous crops. Despite their abandonment over the years generations of farmers and herdsmen had developed complex , diverse agricultural systems and crops varieties that were managed by time-tested, indigenous combinations of technologies and practices that provided communities with food security and the conservation of natural resources while ensuring biodiversity. These microcosms of indigenous heritages have not been lost completely and can still be found throughout the world able to provide a series of environmental and cultural services to humankind in those localities. These include the preservation of traditional forms of farming knowledge, local crop and animal varieties as well as autochthonous forms of socio-cultural organisation. Therefore, the reviving these crops would not be an uphill task if there is a policy that is driven with the same zeal as that of the current export products. 

Fourthly, we have to consider the strategy of encouraging cooperative production among the farmers because with the increasing populations driven by poverty and the great fragmentation of land holding, it will not be possible for poor farmers to sustain families on the basis of small farm-holdings. The poor families should be encouraged to discuss the issue of land use and the environment seriously for other issues such as global warming is already affecting their capacity to grow crops that can sustain them in periods of climatic change. This is a matter upon which leaders can any longer dilly-dally. They have to abandon failed policies of the World Bank that disregarded farmers’ capacity to innovate and embrace a home-grown approach that builds on what the people know and on local capacities.

Finally, a cooperative policy presupposes a sound credit policy that can enable farmers to borrow for their production and hence the need to hasten the creation of new local currencies. Already informal sector activities are based on local credit arrangements that enable small traders to lend each other money free of interest based on trust. This framework can be expanded into a regional credit system drawing on peoples’ own experiences and production. We should learn from what the people of Somaliland have done in this respect because they have a very strong local currency that is not pegged to any global currency. We should also learn from the Bangladesh micro-finance systems that were built on the activities of poor rural communities in the Grameen Bank.


Conclusion: 

We thank Both Ends for having invited us to this discussion and we value what has been achieved in these exchanges. Time has come for us to work consistently in putting agreed ideas in practice even though the G 20 Summit may not see the Green New Agenda as an innovative agenda. There are new winds of change coming from the US on these issues.
