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Reclaiming the public (policy) space for the SDGs
Privatization, partnerships, corporate capture and the implementation of the 2030 Agenda

BY JENS MARTENS, GLOBAL POLICY FORUM,
ON BEHALF OF THE REFLECTION GROUP ON THE 2030 AGENDA FOR SUSTAINABLE DEVELOPMENT

In the 2030 Agenda governments committed to a revitalized Global Partnership between States and declared
that public finance has to play a vital role in achieving the SDGs. But in recent decades, the combination

of neoliberal ideology, corporate lobbying, business-friendly fiscal policies, tax avoidance and tax evasion
has led to a massive weakening of the public sector and its ability to provide essential goods and services.
The same corporate strategies and fiscal and regulatory policies that led to this weakening have enabled an
unprecedented accumulation of individual wealth and increasing market concentration. The proponents

of privatization and public-private partnerships (PPPs) use these trends to present the private sector as the
most efficient way to provide the necessary means for implementing the SDGs. But many studies and expe-
riences by affected communities have shown that privatization and PPPs involve disproportionate risks and

costs for the public sector and can even exacerbate inequalities, decrease equitable access to essential
services and jeopardize the fulfilment of human rights. Therefore, it is high time to counter these trends,
reclaim public policy space and take bold measures to strengthen public finance, rethink PPPs and weaken

the grip of corporate power on people’s lives.

Re-defining the global partnership agenda

When governments negotiated the 2030 Agenda in
2015 there were hard fights about the nature of a
global partnership. While the G77 and its members
from the global South emphasized the need for a re-
vitalized global partnership among governments, the
USA, the EU and their partners from the global North
pushed for all kinds of partnerships between public
and private actors to implement the Agenda and its
goals. The latter followed the line of reasoning of the
High-Level Panel of Eminent Persons on the post-2015
Development Agenda that stated in its final report in
May 2013:

“We live in an age when global problems can best be
solved by thousands, even millions, of people work-
ing together. These partnerships can guide the way
to meeting targets and ensuring that programmes
are effective on the ground. [...] These partnerships
are powerful because each partner comes to the table
with direct knowledge and strong evidence, based on
thorough research. This enables them to innovate, to

advocate convincingly for good policies, and thus to
secure funding.”?

In the context of the 2030 Agenda, the difference
between partnership and partnerships is not just
semantic sophistry but reflects two fundamentally
different views of the role of the State: on the one
hand as duty-bearer, particularly with respect to
human rights, and as central provider of public goods
and services, on the other hand as moderator and
facilitator of actions of various public and private
‘stakeholders’.

At the end of negotiations on the 2030 Agenda,
governments agreed on a clearly graduated compro-
mise: they fully committed to a revitalized Global
Partnership at the governmental level and declared
that public finance “will play a vital role in providing
essential services and public goods and in catalysing

1 High-Level Panel of Eminent Persons on the post-2015
Development Agenda (2013), p. 22.

1



Jens Martens

other sources of finance.”? But they also acknowl-
edged the role of the “diverse private sector, ranging
from micro-enterprises to cooperatives to multina-
tionals, and that of civil society organizations and
philanthropic organizations in the implementation of
the new Agenda.”?

In Sustainable Development Goal 17 on means of im-
plementation, governments included two targets un-
der the subheading “Multi-stakeholder partnerships”,
but even there they first committed to enhance the
Global Partnership for Sustainable Development,
only “complemented by multi-stakeholder partner-
ships” (target 17.16) and qualified the relevance of
public-private partnerships by embedding them
between public and civil society partnerships (target
17.17).

The embrace of the private sector and public-private
partnerships became more visible in the outcome
document of the Third International Conference on
Financing for Development from July 2015, the Addis
Ababa Action Agenda (AAAA).* This de facto funding
programme for the SDGs devotes a separate chapter
to the important role of private business and finance,
and it contains 11 paragraphs that promote, welcome
or encourage the use of multi-stakeholder or pub-
lic-private partnerships.®

The trend towards partnerships with the private sec-
tor is based on a number of assumptions, not least the
belief that global problems are too big and the public
sector is too weak to solve them alone.

Weakening the State: A vicious circle

The trend towards privatization and the promotion of
public-private partnerships (PPPs) of various kinds
are not at all new. The world faced a first wave of de-
regulation and privatization in the 1980s and 1990s,
promoted by neoliberal policies of Western govern-
ments, advanced by the transition from centrally

UN (2015b), para. 41.
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planned to market economies in Eastern Europe and
the former Soviet Union, and imposed by Structural
Adjustment Programmes of IMF and World Bank in
highly indebted countries of the global South.

In the aftermath of the global financial crisis 2007-
2008 the discourse around privatization and PPPs
has gained new momentum, particularly shaped by
corporate think tanks and international financial
institutions (IFIs). At a time when governments seem
unable and unwilling to resolve pressing challenges,
private actors are positioning themselves as an alter-
native solution, more flexible, efficient and un-bu-
reaucratic than governments. A telling example of
this strategy is the report of the World Economic
Forum (WEF) on the future of global governance,
“Global Redesign”.b The report postulates that a
globalized world is best managed by a coalition of
multinational corporations, governments (includ-
ing through the UN system) and select civil society
organizations (CSOs). It argues that governments no
longer are “the overwhelmingly dominant actors on
the world stage”” and that “the time has come for a
new stakeholder paradigm of international govern-
ance”.® The World Economic Forum vision includes

a “public-private” UN, in which certain specialized
agencies would operate under joint State and non-
State governance systems, such as the Food and
Agriculture Organization (FAO) through a “Global
Food, Agriculture and Nutrition Redesign Initiative”.’
This model also assumes that some issues would be
taken off the agenda of the UN system to be addressed
by “plurilateral, often multi-stakeholder, coalitions of
the willing and able”.®

The IFIs, led by the World Bank, argued in a similar
way in the discussions about the 2030 Agenda and the
implementation of the SDGs. They called for a “para-
digm shift on how development will be financed [...]
to unlock the resources needed to achieve the SDGs.”!

6 World Economic Forum (2010).
7 Ibid., p. 8.

8 Ibid., p.9.

9 Ibid., p. 367.

10 Ibid., p. 8.

11 World Bank et al. (2015), p.2.



In their view, the global community needs to move
the discussion from “billions” in ODA to “trillions”

in investments of all kinds, to meet the investment
needs of the SDGs. While they admit that the majority
of development spending happens at the national lev-
elin the form of public resources, they stress that the
largest potential for additional funds is from private
sector business, finance and investment. “This is the
trajectory from billions to trillions, which each coun-
try and the global community must support together
to finance and achieve the transformative vision of
the SDGs.”*?

But why is it apparently a matter of fact that the
public sector is too weak to meet the challenges of
the 2030 Agenda? Why are public coffers empty? In
fact, the lack of capacity and financial resources is
not an inevitable phenomenon but has been caused
by deliberate political decisions. To give just one ex-
ample, over the past three decades corporate income
tax rates have declined in both countries of the global
North and South by 15 to 20 percent (see Chapter 10).
Hundreds of billions of US dollars are lost every year
through corporate tax incentives and various forms
of tax avoidance. Through their business-friendly
fiscal policies and the lack of effective global tax
cooperation, governments have weakened their reve-
nue base substantially. This has been driven not least
by corporate lobbying. A recent analysis by Oxfam
America estimates that between 2009 and 2015, the
USA’s 50 largest companies spent approximately US$
2.5 billion on lobbying, with approximately US$ 352
million lobbying on tax issues. In the same period,
they received over US$ 423 billion in tax breaks.!?

Widespread tax evasion and avoidance by transna-
tional corporations and wealthy individuals make
things even worse. It further decreases public
revenues and exacerbates inequalities, as tax evasion
seems to rise sharply with wealth. According to re-
cent estimates by researchers in Norway, Sweden and
Denmark, on average about 3 percent of personal tax-
es are evaded in Scandinavia, but this figure rises to
about 30 percent in the top 0.01 percent of the wealth

12 Ibid., p.1.
13 Oxfam America (2017), p. 2.

Overview

distribution, a group that includes households with
more than US$ 40 million in net wealth.* The authors
conclude: “Taking tax evasion into account increases
the rise in inequality.”*s

What we see is a vicious circle of weakening the
State: the combination of neoliberal ideology, cor-
porate lobbying, business-friendly fiscal policies,
tax avoidance and tax evasion has led to the massive
weakening of the public sector and its ability to
provide essential goods and services, as described
in the analyses on food security and sustainable
agriculture (Chapter 2), health (Chapter 3), education
(Chapter 4), water (Chapter 6), transport or housing
(Chapter 11). These failures have been used by the
proponents of privatization and PPPs to present the
private sector as the better alternative and to demand
its further strengthening. This in turn further weak-
ened the public sector—and soon ...

In parallel, the same corporate strategies and fiscal
and regulatory policies that led to the weakening of
the public sector enabled an unprecedented accumu-
lation of individual wealth and increasing market
concentration, often at the expense of small and
medium-sized enterprises.

Concentrated power

The globalization of the world economy and the
waves of deregulation and privatization have facili-
tated the emergence and increased the power of large
transnational corporations (TNCs) and financial con-
glomerates. Companies with activities in dozens of
countries and billion-dollar turnovers have acquired
both great influence on the global economic system
and significant political clout.

According to various statistics of the largest national
economies, transnational corporations, banks and

asset management firms, among the 50 largest global
economic entities are more private corporations than

14 Alstadseeter et al. (2017), p. 1.
15 Ibid.

13




Jens Martens

countries.' The assets under management by the
world’s largest asset management company Black-
Rock are US$ 5.12 trillion (end of 2016),"” thus higher
than the GDP of Japan or Germany.

Increasing market concentration has put greater
power in the hands of a small number of corpora-
tions. An investigation of the relationships between
43,000 transnational corporations has identified a
small group of companies, mainly in the financial in-
dustry, with disproportionate power over the global
economy. According to the study by the Swiss Federal
Institute of Technology in Zurich, “transnational
corporations form a giant bow-tie structure and [...]
alarge portion of control flows to a small tightly-knit
core of financial institutions.”® At the centre of the
bow tie, a core of 147 companies control 40 percent
of the network’s wealth, while just 737 companies
control 80 percent.

Large institutional investors such as pension funds,
insurance funds and sovereign wealth funds are also
the drivers of a new generation of PPPs in infrastruc-
ture, forcing governments to offer ‘bankable’ projects
that meet the needs of these investors rather than the
needs of the affected population (see Chapter 9).

Particularly alarming for the implementation of SDG
2 on food security and sustainable agriculture are
the announced mega-mergers in the food and agricul-
ture sector, especially the acquisition of Syngenta by
China National Chemical Corporation (ChemChina),
the merger of Dow Chemical and DuPont and the
takeover of Monsanto by Bayer. If all of these mergers
are allowed, the new corporate giants will together
control at least 60 percent of global commercial seed
sales and 71 percent of global pesticide sales (see
Chapter 2).

The growth and concentration of corporate power
also includes private military and security compa-
nies (PMSCs). A 2011 study estimated the number of

16 www.willistowerswatson.com/en/insights/2016/10/The-worlds-
500-largest-asset-managers-year-end-2015.

17 www.blackrock.com/de/privatanleger/uber-blackrock.

18 Vitali/Glattfelder/Battiston (2011).
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employees in this sector to be between 19.5 and 22.5
million, a number which exceeds the number of po-
lice officers worldwide (see Chapter 16). The growth
of this sector directly affects the implementation of
SDG 16, as it enables States to continue to initiate or
perpetuate violent conflicts by outsourcing political,
economic, and human costs and obscuring these from
the public.

Devastating impacts

Privatization, PPPs and the rise of corporate power
affect all areas and goals of the 2030 Agenda. One
obvious example is the mushrooming of private,
fee-charging, profit-making schools in Africa and
Asia, with the particular case of Bridge International
Academies, which operates 500 nursery and primary
schools in Kenya, Uganda, Nigeria, Liberia and India
(see Chapter 4).

Detrimental corporate influence occurs in the
energy sector with the still dominant role of coal
and fossil fuel industries, undermining effective
measures against climate change and the transfor-
mation towards sustainable energy systems (see
Chapters 7 and 13). The extractive industries play a
similar role (see Chapter 12), particularly with the
rush to mine in the deep sea representing its newest
frontier and perhaps the biggest threat to the world’s
oceans (see Chapter 14). Biodiversity and terrestrial
ecosystems are equally threatened by the commod-
ification of the values and ‘services’ provided by
these industries, and by market-based conservation
mechanisms. They risk marginalizing the actors
that play a central role in biodiversity conservation:
indigenous peoples, local communities and women
(see Chapter 15).

Studies by scholars, CSOs and trade unions like Pub-
lic Services International (PSI) have shown that the
privatization of public infrastructure and services
and various forms of PPPs involve disproportionate
risks for the affected people and costs for the public
sector. They can even exacerbate inequalities, de-
crease equitable access to essential services, and thus
jeopardize the fulfilment of human rights, particu-
larly the rights of women (see Chapter 5).


http://www.willistowerswatson.com/en/insights/2016/10/The-worlds-500-largest-asset-managers-year-end-2015
http://www.willistowerswatson.com/en/insights/2016/10/The-worlds-500-largest-asset-managers-year-end-2015
http://www.blackrock.com/de/privatanleger/uber-blackrock

Even evaluations done by the World Bank, the IMF
and the European Investment Bank (EIB) - the or-
ganizations normally promoting PPPs - have found
many cases where PPPs did not yield the expected
outcomes.!® Some of the findings of various studies

on the risks and costs of PPPs can be summarized

as follows: only very few countries have sufficient
capacity to implement infrastructure PPPs; the cost
of financing is higher for PPPs than for public sector
works, as governments usually borrow at a lower rate
than the private sector; potential short-term fiscal
profits from large-scale PPPs are not always sufficient
to offset the long-term additional costs arising from
contract renegotiations; government liabilities for
PPPs appear ‘off-budget’, so governments have the
illusion that they have more fiscal space than they
actually do. Addressing the role of the G20 in a recent
paper on infrastructure investment and PPPs, Nancy
Alexander of the Heinrich B6ll Foundation summa-
rizes:

“The scale of the infrastructure and PPP initiative
championed by the G20’s national and multilateral
banks could privatize gains and socialize losses on a
massive scale. The G20 should take steps to ensure that
this scenario does not unfold.”*

Counter-movements and breaking ranks

Responding to the experiences and testimonies from
the ground about the devastating impacts of privat-
ization and PPPs, counter-movements emerged in
many parts of the world. Over the past 15 years there
has been a significant rise in the number of commu-
nities that have taken privatized services back into
public hands - a phenomenon called “remunicipal-
ization” (see Chapter 6). Remunicipalization refers
particularly to the return of water supply and san-
itation services to public service delivery. Between
March 2000 and March 2015 researchers documented
235 cases of water remunicipalization in 37 countries,
affecting more than 100 million people.

19 See references e.g., in Jomo KS et al. (2016) and Alexander (2016).
20 https://us.boell.org/2016/12/15/infrastructure-investment-and-
public-private-partnerships.
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Furthermore, some pioneering companies are al-
ready on the path towards - at least environmentally
- sustainable development solutions, for instance in
the area of renewable energies. The private sector is
in no way a monolithic bloc. Firms in the social and
solidarity economy, social impact investors and small
and medium-sized businesses are already making

a positive difference, challenging the proponents of
global techno-fix solutions and the dinosaurs of the
fossil fuel lobby (see Chapter 7).

Even the firm opposition to international corporate
regulation in the field of business and human rights
by those pretending to represent business interests is
showing cracks. A survey by The Economist Intel-
ligence Unit revealed that a significant proportion

of business representatives are now in favour of an
international legal instrument to regulate corporate
activities. The report concludes that:

“[...] although the reaction by most businesses has been
negative, questioning not only the desirability but the
efficacy and feasibility of such an instrument, 20% of
respondents to our survey said that a binding interna-
tional treaty would help them with their responsibili-
ties to respect human rights.”?!

What has to be done?

To be sure, the business sector certainly has an
important role to play in the implementation process
of the 2030 Agenda, as sustainable development will
require large-scale changes in business practices.
However, acknowledging corporations’ role should
not mean promoting the accumulation of wealth and
economic power, giving them undue influence on
policy-making and ignoring their responsibility in
creating and exacerbating many of the problems that
the 2030 Agenda is supposed to tackle.

Instead of further promoting the misleading dis-
course of ‘multi-stakeholderism’ and partnerships
between inherently unequal partners a fundamental
change of course is necessary. In order to achieve the
SDGs and to turn the vision of the transformation of

21 The Economist Intelligence Unit (2015), p. 23.
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our world, as proclaimed in the title of the 2030 Agen-
da, into reality, we have to reclaim the public (policy)
space. This includes, inter alia, the following steps:

1. Strengthening public finance at all levels: Widening
public policy space requires, among other things,

the necessary adjustments in fiscal policies. In other
words, governments have to formulate Sustainable
Development Budgets in order to implement the
Sustainable Development Goals. They can generally
approach the issue from both the revenue (tax policy)
and the expenditure (budget policy) angle. They can
pursue proactive tax policies to achieve environmen-
tal and social policy goals and simultaneously fulfill
their human rights obligations. This includes, for
example, the taxation of the extraction and con-
sumption of non-renewable resources, and forms of
progressive taxation that are sensitive to the wel-
fare of poor and low-income people (e.g., by taxing
consumption of luxuries). Fiscal policy space can be
further broadened by the elimination of corporate
tax incentives (including tax holidays in export
processing zones), and the phasing out of harmful
subsidies. If the priorities are properly defined, fiscal
policies can become a powerful instrument to reduce
social inequalities, eliminate discrimination and
promote the transition to sustainable production and
consumption patterns.

The necessary reforms should not be limited to the
national level. The strengthening of public finance
is necessary at all levels, from the development of
municipal fiscal systems and sufficient financial
support for local authorities, to the provision of
predictable and reliable funding to the UN system at
a level sufficient to enable it to fulfill its mandates.
In particular, governments should reverse the trend
towards voluntary, non-core and earmarked contri-
butions and the increasing reliance on philanthropic
funding. A basic prerequisite for the strengthening of
national fiscal systems is the strengthening of global
tax cooperation to counter harmful tax competition
and various schemes of tax avoidance and evasion.

2. Strengthening public policies instead of investors’
rights: Corporate lobby groups have been advocat-
ing forcefully against ‘overregulation’, and for the
continuation of exactly those trade, investment and

16

financial rules that have destabilized the global
economy and exacerbated inequalities in both the
global North and the global South. Furthermore,

a new generation of free trade and investment
agreements risks a further reduction in the policy
space of governments to implement sound social,
environmental and developmental policies. These
agreements will add to the power of investors and
big corporations and, by the same token, weaken the
role of the State and its ability to promote human
rights and sustainability. Governments should fun-
damentally rethink their approach towards trade
and investment liberalization and take into account
the demands of civil society organizations, trade
unions, indigenous peoples, human rights experts
and many others, to place human rights and the
principles of sustainable development at the core of
all trade and investment agreements. This includes
the ability to implement active industrial policies
to enable the rise of a strong domestic enterprise
sector in countries of the global South.

3. Rejecting or reconsidering PPPs - searching for alter-
natives: Business actors and corporate think tanks
like the WEF have been steadily promoting PPPs

as the primary model to fill the global funding gap
in infrastructure investment. Many governments
have followed their advice. But as mentioned above,
many studies, including those by mainstream think
tanks, prove that PPPs can involve enormous risks
and costs to the public sector, exacerbate inequal-
ities and decrease equitable access to essential
services. Governments should take these findings
and concerns into account, rethink their approach
towards private sector participation in infrastruc-
ture investment, and explore alternative means of
public infrastructure financing. This may include
revenues from property taxes, service charges and
user fees, in compliance with human rights stand-
ards, funding by public banks, the issuance of pub-
lic (including municipal) bonds, ways to cross-subsi-
dize different public services, and, in certain cases,
ODA funding.

4, Creating binding rules on business and human rights
and UN-business interactions: Experience shows that
corporate social responsibility (CSR) initiatives, such
as the UN Global Compact, and voluntary guidelines,



such as the UN Guiding Principles on Business and
Human Rights (UNGP) have failed to hold corpora-
tions accountable. Various governments, CSOs and
human rights experts have concluded that there is
aneed for alegally binding instrument (or ‘treaty’)
to regulate, in international human rights law, the
activities of transnational corporations and other
business enterprises. The Human Rights Council took
a milestone decision by establishing an intergovern-
mental working group to elaborate such an instru-
ment. Governments and CSOs should take this ‘treaty
process’ seriously and engage actively in it. This pro-
cess offers the historic opportunity for governments
to demonstrate that they put human rights over

the interests of big business. This will be a critical
prerequisite for implementing the 2030 Agenda, not
least the goal to ensure sustainable consumption and
production patterns.

Similarly, the UN should develop a regulatory
framework for UN-business interactions (including
the various forms of partnerships). This should set
minimum standards for the participation of the UN
in global partnerships and for the shape and compo-
sition of UN initiatives involving the private sector.
These standards should prevent undue corporate
influence on UN policies and prevent companies that
violate internationally agreed environmental, social
and human rights standards or otherwise violate UN
principles (via corruption, breaking UN sanctions,
lobbying against UN global agreements, evading
taxes, etc.) from participation in UN events and from
eligibility for UN procurement. Monitoring and
impact assessments should be undertaken regularly
by an impartial UN office, not by those initiatives
established to promote partnerships, and the results
should be reported to Member States and made publi-
cally available.

One essential element of such a framework should

be a mandatory conflict of interest and public
disclosure policy for all interactions with non-State
actors, with additional requirements specific to the
respective UN funds, programmes and specialized
agencies. Furthermore, such a regulatory framework
should distinguish clearly between corporate actors
and CSOs and refrain from treating fundamentally
different actors as equals.
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5. Dismantle corporate power and ‘too big to fail’
entities: The deregulation and privatization policies
of the last decades have enabled increasing market
concentration and the accumulation of wealth and
economic power in the hands of a relatively small
number of corporations and ultra-rich individuals.
Existing competition and anti-trust laws have been
obviously too weak to prevent mega-mergers, as
recently have taken place in the agribusiness sector,
and to curtail the massive growth of financial con-
glomerates with disproportionate influence on the
global economy - and thereby directly or indirectly
on the implementation of the SDGs.

In order to strengthen the role of the State and
democratic decision-making processes on issues of
common interest in societies, as well as ensure the
provision of public services governments have to take
effective measures to dismantle corporate power
and prevent the further existence of corporate ‘too
big to fail’ entities, particularly in the global shadow
banking system. They should strengthen nation-

al and regional anti-trust laws, cartel offices and
competition regulators. And they have to improve
anti-trust policies, cooperation and legal frameworks
at the global level under the auspices of the UN. This
could include the development of a UN Convention on
Competition, as proposed by the ETC Group.

6. Changing the mindset - reclaiming the public space:
The measures listed above are indispensable to
counteract the growing, non-monitored influence

of corporate interests in the implementation of the
2030 Agenda and beyond. But these measures are not
ends in themselves. There is a need to reconsider the
current mainstream approach based on voluntary
governance and partnerships among diverse ‘stake-
holders’. It is important to re-establish a clear dis-
tinction between those who should regulate and the
party to be regulated and to reject any discourse that
obfuscates the fact that corporations have a funda-
mentally different primary interest from that of gov-
ernments, UN agencies, CSOs, and social movements:
corporations’ primary interest — enshrined in their
fiduciary duty - is to satisfy the interests of their
owners, creditors and shareholders. The stakeholder
discourse blurs this important distinction between
the different actors.
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Certainly, meaningful engagement with all sectors
of society is a pre-requisite for democratic deci-
sion-making as well as providing invaluable and es-
sential expertise in the identification of problems and
solutions. Governments and the UN should continue
to develop their commitments and capacities in this
area without relying on a one-size-fits-all approach.
They should develop models which will allow all
actors in society to make contributions and to protect
against the influence of vested interests. Rather than
continuing to ‘innovate’ through ‘outsourcing’ tasks
to piecemeal partnerships with undemocratic deci-
sion-making structures, it is time for civil society to
reclaim the public space - and for governments to
put in place the necessary regulatory and global
governance framework.

In the preamble to the 2030 Agenda governments
described the “enormous disparities of opportunity,
wealth and power” as one of the immense challeng-
es (i.e., obstacles) to sustainable development.? The
SDGs can only be achieved when governments take
active political steps to overcome these disparities.
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