
FTAP is a half-hearted solution compared to
a complete and unconditional cancellation of
a country’s foreign debt.

The opposite is true! A sin gular complete debt
cancellation  will certain ly solve an immediate
so lven cy pro blem. Ho wever , mo st  in debt ed
co u n t r ies are in  deb t  becau se t hey  f in d
t hemselves in  a st ru ct u rally  d isad van t aged
posit ion. Therefore it  is qu ite likely that after a
one-off cancellation they will again take out new
loans t o finance their current  account  deficits. In
principle this makes sense – provided it  can be
guaranteed that the new loans will n ot drive the
coun try int o a new debt trap, i.e.:  the economy
will not again be burdened by debt beyond its
ab ilit y t o  creat e an d  t ran sfer  wealt h . The
consequences of such an o ver-indebtedness after
debt relief would then be the same neoliberal
adjustments and cuts into  benefits for the most
vulnerable sectors of society. Wit hin a national
economy individuals as well as corporations (and
in  t he USA even  mu n icipalit ies) are bein g
protected fro m this kind of debt trap by national
inso lvency laws. Internationally it  would be the
FTAP, wh ich  wo u ld  allo w st at es t o  p rot ect
themselves from the grip of t heir creditors. The
FTAP would assu re that (1) contrary t o present
practice, creditors would have a real incentive to
len d  t heir  cap it al in  a mo re cau t io u s an d
respon sible way; (2) on ce a cr isis o ccu rs t he
creditors will have to  sh oulder their fair share of
the losses, rather than  loadin g it  all o n to t he
sovereign debtor.

Any decision making between debtors and
creditors by a body, which has been partly
set up by the creditors will still imply an
undue influence  by the creditors.

Why sh ould credito rs no t have a say in an issue,
which genuinely concerns them? Lending money
does n o t au t omat ically t u rn  so meone in to  a
villain  wh o mu st be str ipped of  fu n damen tal
democratic and human right s, inclu ding t hose to
be heard in  h is o wn  case an d  t o  be t reat ed
according to the rule of law. Moreover, no t o nly
go vern men t s an d ban ks fro m t he No rt h are
creditors to Sout hern sovereigns. Some debtor
co u n tr ies are co n siderably expo sed t o  o t her
Sou thern governments. Even some NGOs and in-
t ernat io nal loan  co -o peratives happen  t o  be
creditors to  Sout hern coun tries. A fair trial will
n o t ju dge o ver  a per so n  bu t  o ver  it s deeds,
anyway. The behaviour of creditors and debtors
is, among others thin gs like the sustainability of
tot al external debt, su bject to  scru tin y in  the
course of an FTAP.

Arbit rat io n , where b o th  par t ies will jo in t ly
appoint the decision making body, is a common
procedure for reso lving int ernational dispu tes.
Existing mechanisms like the Paris Club or  the
HIPC Init iative, on the cont rary, demonstrate,
how procedures which are dominated by only one
of the parties, lead to meaningless and somet imes
absurd resu lts. It  would be naïve to assume that
shift ing t he one-sided decision  making power t o
the debtor  would p rodu ce less absu rd ou tcomes.
A ju st solu t ion  will u n der an y cir cu mst ances
require impartial decision making.

In an FTAP it is still the governments which
do negotiate; civil society has no seat at the
table.

Of course, debt must be negotiated by those who
do have the formal competence to do so  on be-
half o f a so vereign  st ate. No rmally t h is is a
legitimate government, which in turn is boun d
by legal standards and parliamentary approval.
The fact that t here is a lot to cr iticize about so me
So u t hern  (like,  o f  co u r se also ,  No r t hern)
governments must not  su spend them fro m their
legal respo n sibilit ies. Of co u rse, t here are a
handful o f cases where a government must no t
be allowed to meet with any int ernational co-
operation. However, in those cases no debts are
bein g paid either, wh ich  cou ld be negotiated.
No rmally we are dealin g wit h  go vern men ts
which’s formal legitimacy is o ut of q uestion , bu t
wh ich  are more or  less prone to  rat her serve
themselves than those they are supposed to  serve
and who have elected them. In those cases, in
part icu lar,  a fair an d t ran sparen t  arbit rat io n
process with a guaranteed righ t to  be heard o n
t he par t  o f civil so ciet y,  p rovides a u n ique
o p p o r t u n it y  t o  en han ce t ran sparen cy  an d
participation regarding pu blic finance.

It  would be tru ly naive to assume that civil society
o rgan isat io n s were gen u inely  t he bet t er
representatives of the interests o f poor people
suffering  fro m the over-indebt edness of their
states. Cor rupt ion and nepot ism (unfortu nately)
are no privilege of pub lic bodies. The single most
important in st ruments to figh t t he vices of bad
governance is transparency. Media as well as civil
society organisations do have genuine roles t o



play  in  br in gin g it  ab o u t . W hat  is requ ired,
moreover, is a function ing division of po wers.
This is exactly what an FTAP brings about.
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Any state, which negotiates its debts under
an FTAP will thus recognize its legitimacy.

This would mean to assume that anybody going
to cour t would thu s recognize automatically his
opponent’s views as legitimate. In reality, calling
upon  a neutral body for decision making is the
logical second st ep after a debtor has rejected to
pay-up. If the indebted so vereign would n ot go
t h is secon d st ep, eit her of  t wo t h in gs wou ld
happen: either, the credito r on  his part wou ld
seek legal protection  to enforce his claim on the
debtor. To  that end he would fall back on the
legal ven ue agreed u pon  in  t he or iginal loan
co n t ract . Or  t he deb t o r wo u ld  fo reg o  t he
opportu nity to  normalize financial relations with
h is credit o rs; t his co u ld in clu de n o t o n ly h is
immediate creditors, bu t also  a broader group of
potent ial donor s. Larger debtor  cou ntr ies may
well be in  a po sit ion  t o ren ou n ce on  n ormal
relationsh ips with the out side world for a while.
Smaller countr ies, however, which do depend o n
ext ernal sou rces n ot  on ly wit h  regard  t o t he
financing of public budgets and current accoun t
deficits, but on a broader set of aspects, will pay
a very high price for an “autarky” strategy.

If an in dividual claim is legitimate and thu s t o be
paid or not  will be decided in the co urse of the
procedure by the arbitration  panel.


