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Market access is the raison d’etre of trade negotiations, the
objective being to maximise access to other people’s markets
while minimising their access to yours. According to this
logic, the advanced industrial countries always win the game
because they have all the means to protect their markets and
all the tools to pry open other markets. “Market access” is
touted as the solution to all the failures of trade liberalisation
and everyone, from the EU and the US through to the G20
and UNCTAD, is pushing the market access barrow. But what
does market access mean? Whose market is being accessed,
and who is being squeezed out in the process? Who benefits
from market access: farmers, workers, TNCs? What’s more,
market access doesn’t come for free: if the EU concedes part
of its beef market to Argentina, it wants something very
substantial in return. If the US opens its borders, you can be
sure it’s not a gesture of good will. Market access goes (very
unevenly) in both directions.

In this issue, Gerard Greenfield explores the link between
commodity prices, market access and TNCs, while Jacques
Chai Chomthongdi’s data based analysis of the Thai rice
trade shows that farmers do not reap the benefits of in-
creased exports.

The G20 initiative to launch a round of liberalisation using the
Generalised System of Trade Preferences (GSTP) at UNCTAD
XI in Sao Paolo next week could be a significant boost to
South-South trade, however the implications certainly require
critical analysis. For example, just because trade is “South-
South” doesn’t mean that it is necessarily less damaging to
local economies, and of course many Northern TNCs have
extensive operations in the South. The agri-business giant
Cargill, for example, does business in 160 countries. The
GSTP was conceived in 1985 as a response to the Uruguay
Round (and subsequently killed by the US) and a 1979
“enabling clause” of the GATT (and incorporated into the
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WTO) allows developing countries to enter into
preferential trade agreements, regardless of the
“most favoured nation” (MFN) principle. That
is, they do not have to extend the benefits of the
GSTP to all comers.

As Aileen Kwa points out in her article (G90 and
G20: “Band Together!”), the critical point now is
the conjuncture between EU efforts to divide the
G20 from the G90 and the ambitious G20
proposal to launch an inclusive South-South
trade agreement within the framework of the
UNCTAD. This has the double benefit of
potentially uniting developing countries –
notwithstanding the obvious risks of the big fish
swallowing the small fish – and at the same
time further weakening the legitimacy of the
WTO as the sole forum for trade negotiations.

Also in this issue: A valedictory for Ronald
Reagan and updates from Geneva on agricul-
ture negotiations.

One thing you can say about Ronald Reagan:
he knew when to cut and run.  When a suicide
bomber took the lives of 241 US marines in
Lebanon in 1983, he withdrew the US interven-
tion force without batting an eyelash, keen to
avoid what he and his advisers feared was a
morass that could compromise the US strategi-
cally.  His stubborn ideological successor at the
White House could take a few lessons from him
on when to retreat.

The Lebanon withdrawal, however, is the one
positive element that this writer sees in the
Reagan record.

His strategic policy was scary: to get Washing-
ton to achieve decisive nuclear superiority over
the Soviet Union and prepare it for the possibil-
ity of a “limited nuclear war” with the Soviets.
Détente was abandoned and the number of
potential targets in the Soviet Union was raised
from 25,000 to an astounding 50,000 sites by
his nuclear war planners.

It was actually in the Third World, however,
that Reagan waged war, and he did it with the
gusto of a playground bully where and when he
could get away with it.  Early on, he invaded
minuscule Grenada and ousted its left-leaning
government, with his diplomats manufacturing
a “request” for intervention from the little
known Organization of Eastern Caribbean
States (OECS).  Also brazen in its violation of
international law was his mining of Nicaragua’s
harbors and his financing and arming of
mercenaries—the “contras”—to try to bring
down the Sandinista government in Nicaragua.
Then there was the 1986 bombing of Tripoli
and Benghazi—an effort to murder Muammar
Khaddafy via the use of “surgical” airpower
that, instead, ended up killing, the Libyan
strongman’s daughter and scores of innocent
Libyan civilians.

Upon news of Reagan’s election, the right wing
in El Salvador celebrated with firecrackers.
They were not to be disappointed.  Neither was
Ferdinand Marcos, to whom Reagan’s emissary
George H.W. Bush offered the following toast in
Manila in a 1981 visit:  “We love you, sir…We
love your adherence to democratic rights and
processes.”  It took tremendous pressure on the
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part of State Department pragmatists like then
Undersecretary Michael Armacost to get
Reagan to abandon Marcos during the People’s
Power Uprising in 1986.  But while giving in to
political realities, Reagan made sure to en-
sconce his good friend Ferdinand comfortably in
exile in Hawaii.

Reagan and his ideological partner Margaret
Thatcher initiated the neoliberal free-market
revolution that ended the post-war compromise
between management and labor in the North
and swept away development-oriented policies
in the global South.

It is said that Reagan did not believe in income
redistribution.  He did, so long as it was in
favor of the rich.  In the North, anti-union
policies, indiscriminate layoffs, tight budgets,
and social security cuts gutted the income of
the working masses.  The statistics are telling:
Between 1979 and 1989 in the US, the hourly
wages of 80 per cent of the work force de-
clined, with the wage of the typical (or median)
worker falling by nearly 5 per cent in real
terms.  By the end of the Republican era in
1992, the bottom 60 per cent of the population
had the lowest share, and the top 20 per cent
the highest share, of total income ever re-
corded.  And indeed, among the top 20 per
cent, wealth gains were concentrated among
the top one per cent, which captured 53 per
cent of the total income growth among all
families.

Reagan’s Treasury Department took advantage
of third world countries’ massive indebtedness
to US commercial banks to push them to adopt
radical programs of trade liberalization,
deregulation, and privatization that were
administered by the International Monetary
Fund (IMF) and the World Bank under the
rubric of “structural adjustment.”  For most of
the developing world, the 1980’s came to be
known as the “Lost Decade.”

In Latin America, owing to structural adjust-
ment, the number of people living in poverty
rose from 130 million in 1980 to 180 million by
the beginning of the 1990s.  In most countries,
the burden of adjustment policies fell dispropor-
tionately on low-income and middle-income
groups while the top five per cent of the popula-
tion in most countries retained or increased its
income share.  By the beginning of the nineties,
the top 20 per cent of the continent’s population
was earning 20 times that earned by the
poorest 20 per cent.

In Africa, structural adjustment was one of the
key factors that led to an astonishing drop in
per capita income by over two per cent per year
in the 1980s, so that at the end of the decade,
per capita income had plunged to its level at the
time of independence in the 1960s and some
200 of the region’s 690 million people were
classified as poor by the World Bank.  Survey-
ing the devastated landscape created by free-
market programs, the World Bank’s chief
economist for Africa admitted:  “We did not
think that the human costs of these programs
could be so great, and the economic gains so
slow in coming.”

Even key US allies in the Cold War felt the
Reagan sting.  Demanding more liberal terms
for the entry of US goods and investments into
the “Newly Industrializing Countries” (NICs) of
East Asia, a Reagan subordinate warned:
“Although the NICs may be regarded as tigers
because they are strong, ferocious traders, the
analogy has a darker side.  Tigers live in the
jungle and by the law of the jungle.  They are a
shrinking population.”  Trade warfare was
waged against South Korea, so that in the
space of four years, the US’ massive trade
deficit with that country was turned into a trade
surplus.  Washington also forced Tokyo to
drastically raise the value of the yen relative to
the dollar, to reduce imports from Japan and
increase exports there; this was one of the
factors that eventually led to that country’s long
recession in the 1990s.

If I were asked what epitaph I would write for
Ronald Reagan, it would be “Here lies a man
who was good for the upper 20 per cent of his
fellow Americans and his rich and powerful
buddies elsewhere, but bad for the rest of us.”

Oh yes, Reagan gave this left-wing exile
political asylum in the US in 1985, but that, I
have been assured, was the result of a bureau-
cratic foul-up.  But, thank you anyway, Mr.
Reagan, and do rest in peace.

* Walden Bello is executive director of the
Bangkok-based Focus on the Global South and
professor of sociology and public administra-
tion at the University of the Philippines.



11 June, 2004: A dirty divide and rule game is
being played out at the WTO by the European
Commission (EC) ahead of the July General
Council meeting, in a last ditch attempt to
weaken the developing country bloc which
collectively stymied US and EU’s attempts to
ram their interests through in Cancun.

The major powers are hoping that with their
latest strategies, the deeply unfair agriculture
agreement paradigm which developing coun-
tries have opposed, to varying degrees, can
remain unharmed, and in fact further enhanced
in a “framework” the major powers would like
agreed by July.

Even more cynically, the US and EU want to
institutionalize a wedge between the developing
country coalitions which would have far-
reaching implications across all WTO negotia-
tions, in the Doha Round and beyond.

Differentiating developing countries into ‘more
developed’ and ‘less developed’ has been a
tactic the EC and the Americans have had up
their sleeves. In the two years since the Doha
ministerial, the discussion on making effective
special and differential treatment (S&D) was
stalemated by the two giants arguing for
differentiation. The developing country bloc
refused. The reason: any institutionalised
differentiation amongst them would weaken
their collective power, their only strength vis-à-
vis the big powers. The latest tactics will put
their unity to the test.

Characterizing Developing Countries
Very broadly, there are two main categories of
developing countries as far as the agriculture
negotiations go. Those which are more offen-
sive in their interests – that is, looking to get
market access in the negotiations, and those
that are more ‘defensive’ and wanting to
protect their markets.

The more “offensive” countries include Brazil,
Argentina, Chile, Uruguay, Thailand and more
recently Pakistan, plus Latin American Cairns
group members and in particular, the Mercosur.

The “defensive” countries are a mixed group,
but include the majority of the developing

world, India, China, Indonesia (leader of the
G33 (1)), Philippines, the African countries, least
developed countries (LDCs), Caribbean and the
Central American countries.

The G20 (2) is a mixed group as far as agricul-
tural interests are concerned, bringing together
countries from both sides: India, China, Indone-
sia, Nigeria, and Tanzania alongside Brazil,
Argentina and Thailand. Here, Brazil and India
are playing a key role in uniting the two
traditionally opposing camps. Some of the
countries which have been most consistently
articulate on development concerns and which
have some clout to stand up to the US and EU
at the WTO are India, Indonesia and now China
(playing more a supportive role).

Most of the G90 countries (African Union, LDCs
and African Caribbean and Pacific, ACP) have
defensive interests. Except at WTO ministerials
(Doha and again in Cancun), these countries
have functioned as separate groupings – the
African Group, LDCs and ACP – in the WTO.
The most vocal amongst them has been Kenya
in the African Group, Uganda or Tanzania on
behalf of LDCs and sometimes the Caribbean
countries – Guyana or Jamaica. Politically
however, many in this group are vulnerable to
US and EU pressures since most have some
kind of preferential trading arrangement with
the US (eg. the Africa Growth and Opportunity
Act, AGOA) or EU (eg. Cotonou) and are
dependent on these powers for aid and loans.
However, they have strength in numbers, and
this allowed them to beat down the US and EC
in Cancun.

The EU’s latest move (3) is an attempt to cause
perpetual infighting between developing coun-
tries. The potential splits have not yet emerged,
but if the so-called G90 are indeed exempt from
agriculture tariff reductions, and the G20
continues talking about a market access
formula, divisions could emerge. A big fight
could ensue over the definition or criteria over
which countries will be ‘exempted’ from tariff
reductions. There is currently no clear definition
of who the G90 are. And Lamy has also not
made it clear if it would include all African /
LDC / ACP countries, or only the most “vulner-
able” of them. In the corridors of the WTO,
countries rumoured to be excluded from this
package include the bigger G90 markets such
as South Africa, Egypt and Morocco.

Questions have already been raised about why
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certain Caribbean countries, with a GDP of
$2,000 can be included, but others with GDP
less than $1,000 are excluded. Non-ACP / non-
African/non-LDC countries include the Philip-
pines, Indonesia, China, India, Honduras and
Panama, and the Latin American countries. The
Chinese for instance have about 350 million
people subsisting under $1 a day on conditions
not unlike LDC countries. Indonesia has a GDP
of less than $800. Why should they be ex-
cluded?

If these differences are institutionalized, the
ones considered ‘more developed’ will presum-
ably undertake tariff cuts not only in agricul-
ture, but also in the industrial tariffs negotia-
tions (non-agricultural market access, NAMA),
Singapore issues (trade facilitation, investment,
government procurement and competition, if
they go through), and will be excluded from
certain S& D provisions (not that any on offer
are of value). Keeping in mind that these
countries – India, Brazil, China - have more
political capacity to resist US / EC pressures
than most of the African Group, LDCs and ACP
countries, splitting them off from each other
would be a lose-lose situation for both groups.
For the so-called ‘more developed’ third world
countries, they would have less ‘moral author-
ity’ to oppose the agenda of the US/ EU in the
WTO even though it remains questionable if the
majority in their countries are actually better-
off. The African Group, LDCs and ACP would
likewise loose out since most are unable to
withstand very strong pressures from the major
powers. Kenya, the most vocal amongst the
ACP / African Group, tries to resist but is
constantly being wooed by US trade represen-
tative and EU Trade Commissioner Lamy.

From past experience, when developing coun-
tries as a bloc disintegrates, the US and EC get
their way – often for free. In the current fight,
US/EC want the attention of developing coun-
tries moved away from the troubling domestic
subsidies / export subsidies negotiations, to a
fight between developing countries over whose
markets will be targeted and which ones can be
protected. Those with offensive interests may
fight for a narrower definition of ‘G90’. The two
opposing camps could be pitted against each
other, breaking the G20 away from the G90,
and possibly creating deep splits within the
G20.

The split may look like the fight between
countries that are part of the EU’s preferential
Cotonou/ ACP scheme and those that are not.

The EU capitalised on these differences during
the 2001 Doha Ministerial, with disastrous
results. Whilst India was fighting against the
launching of the Singapore issues, the ACP
countries were told that preferential access to
the EC market could only be renewed if they
accepted a new Round. India was thus isolated
and the Doha Round was launched, against the
better judgment of the majority of developing
countries.

There are also some parallels in this situation
with the post-Doha TRIPS and Health negotia-
tions on parallel importing of generic drugs.
The Africans – with an HIV catastrophe on their
hands and no manafacturing capacity  — were
told that the Indians / Chinese / Brazilians were
only looking out for their export interests (4)
while Brazil and India had little moral authority
to stop a solution that was painted as impor-
tant for saving African lives. The result? A non-
solution, or in fact one that increases the
surveillance powers of the pharmaceutical
industries over generic drug producers.

Developing countries have a narrow window of
opportunity between now and July not to play
into EU/US hands. At the moment, the G20
market access proposal still calls on all coun-
tries except LDCs to undertake a tariff reduc-
tions, while the G90 position emerging out of a
recent meeting in Guyana demands that the
G90 is exempted from agriculture tariff reduc-
tions.

To band together, the G20 should take on board
the G90 concerns. The Latin American countries
in the G20 and Thailand should instead look
into a tariff cutting formula that targets the US
and EC, leaving out the developing countries.
This could be done by putting forward a
formula that is intrinsically linked to dumping.
Countries that continue to subsidise and export
their subsidised produce would have to comply
with the Doha mandate of tariff reductions.
Developing countries should be allowed to put
in place needed border measures – for example,
quantitative restrictions or increased tariffs in
order to defend themselves against US / EU
dumping.

In the meantime, developing countries with
offensive interests can look to the UNCTAD’s
Global System of Trade Preferences (GSTP) for
market access negotiations. The GSTP permits
developing countries to enter into preferential
trading arrangements amongst themselves



regardless of the most favoured nation principle
in the WTO. Since 1979, developing countries
do not need a waiver from the GATT/WTO to
put in place these preferential arrangements.

The GSTP, however, would be detrimental to the
majority of people in developing countries if it
merely transplants the WTO model of putting
trade above all other concerns. Market access
arrangements can be struck, but it must be
clear that these should remain secondary to the
development and human rights concerns of its
contracting parties. The policy space and
development objectives of countries must be
central.

The GSTP was conceived in 1985 by the G77 as
a tactical response to the Uruguay Round. It
was fully fleshed out as an international
agreement by 1988, but was abandoned by its
founders two years later, as a result of US
pressures on developing countries as well as
pressures from the IMF and World Bank.(5) At
the forthcoming UNCTAD meeting where the
GSTP negotiations will be resurrected, the
major powers are similarly nervous. Developing
countries should put their energies into this
alternative. If the GSTP can emerge as a viable
option - one which prioritises development
above trade – this could be the economic and
political foundations of developing country
unity. The alternative – playing into the divide
and rule tactics of the EU /US - is too dire to
contemplate.

* Aileen Kwa is a policy analyst with Focus on
the Global South, and the co-author with
Fatoumata Jawara of “Behind the scenes ate the
WTO” Zed Books, 2003

Notes
1. The G33 currently has over 40 members. Some like
Indonesia, Nigeria and the Philippines are also part of the
G20. Others include various Central American countries
that have FTAs with the US and are steering clear of the
G20 for fear of a backlash from America. Included are also
African and Caribbean countries.
2. Led by Brazil, its current composition includes
Argentina, Bolivia, Brazil, Chile, China, Cuba, Egypt,
India, Indonesia, Mexico, Nigeria, Pakistan, Paraguay,
Philippines, South Africa, Thailand, Tanzania, Venezuela,
Zimbabwe.
3. Elaborated in related article, Kwa, A, June 2004,
“Agriculture: Empty Promises to the South.
4. See letter by Rosa Whitaker, then US Trade Representa-
tive for Africa to Sub-Saharan African Ministers, 25
October 2002, in Jawara, F and Kwa, A, “Behind the
Scenes at the WTO”, Zed, p. 250.
5. Shukla, S. 2003 “Trade: Emerging South Solidarity Needs
Strengthening Through GSTP”, 19 December, in SUNS
(South-North Development Monitor) #5488, 23 December

2003.



After the major blow it suffered in Cancún, Mexico,
the World Trade Organization (WTO) went into a
deathly silence and analysts predicted the demise of
the organization if it did not pull itself out of its
crisis. But the WTO — however badly wounded it
was — had no plans of going quietly into the night:
it was simply preparing for its comeback this July.

A Framework on Agriculture by July
Agriculture negotiations have always served as
the sticking point in the WTO as many develop-
ing countries have stated their refusal to
consider other negotiations until they achieve
some satisfaction in agriculture.

Indeed, one of the major stumbling blocks in
Cancún was the agriculture negotiations. In
particular, the tariff-cutting approach suggested
by the US and the EU ahead of Cancun was
roundly rejected by the G20 (1), the Cairns
Group and the G33 (2) and while the position of
the G20 still begged for improvement, the group
played a key role in stalemating the negotia-
tions.

In Cancun, the collapse in agriculture talks
triggered a domino effect on other areas of
negotiations. It is no wonder therefore that the
post-Cancún strategy of the EU and US has
been to push for an agreement on agriculture in
an effort to free the log-jam. The General
Council Meeting this July is being built up as the
breakthrough in the current stalemate, with the
EU and the US hoping it will produce a frame-
work on agriculture and, ergo, push all other
negotiations forward.

Agreeing a framework carries very serious
consequences: Once agreed upon, it cannot be
modified and it can take several years before it
is revisited.

There are three pillars in the existing frame-
work: market access, domestic support and
export subsidies. The three are very much
interlinked but are treated as separate entities
by developed countries and some developing
countries. Many developing countries want
stronger linkages between the pillars so that the
final agreement is “balanced”. However, up to
now the spotlight has focused on the most
controversial of pillars: market access.

The EU and the US tabled their proposal on
market access before Cancun but it was
rejected by developing countries. In response,
the EU and US called on developing countries to
submit their own proposal. The G20, in antici-
pation of the June agriculture negotiating
sessions at the WTO, released their position
paper on market access on May 28, 2004.

In the proposal, the G20 outlines the elements
of a framework on market access. Unlike the
EU-US proposal, it does not propose a formula.
Rather, it details the basic guidelines for a
framework. A Brasilian negotiator explains this
is to ensure that the proposal is not shot down
so easily, “We are laying out the basic prin-
ciples for a framework and if we agree then we
can discuss the details of a formula.” The G20
argues that their proposal is broad enough to
accommodate very different positions (3) and
makes it very difficult for the developed coun-
tries to reject it.

It addresses all issues in the market access
pillar: tariff reductions, special and differential
treatment (S&D) for developing members, least
developed members (LDCs), preference erosion
and recently acceded members.

The main principles of the G20 proposal are:

1) “The formula shall ensure progressivity in
tariff reductions through deeper cuts in higher
tariffs.” According to a G20 source, this is the
most basic principle in the entire proposal.
Deeper cuts in higher tariffs, he says, are an
essential element in reducing bound tariffs.

2) Addressing the sensitive nature of some
products through a combination of tariff
reduction and tariff rate quotas (TRQs).

3) Ensuring a fair and equitable outcome by
having S&D for developing members which
includes application of lower rates of tariffs for
a longer timeframe vis-a-vis developed mem-
bers, application of differentiated tariff cuts and
the establishment of a special safeguard
mechanisms (SSM) and the designation of
special products (SP).

The G20 position, though, has several short-
comings:

1) No linkage is made between tariff cuts and
domestic supports or export subsidies. Since
the start of negotiations in 1998, developing

Battle of Cancún continues this July
By Mary Lou Malig*



countries have been stating that a link between
the market access and domestic supports /
export subsidies pillars is essential for the
agreement to be balanced.

Surprisingly, the G20 is conceding to cutting
tariffs and more market opening commitments
through TRQs without getting the guarantee
that US and EU subsidies or dumping will be
mitigated, much less eliminated. Without
disciplining the US and EU in this round, the
discussion and opportunity to address US/EU
dumping — which has been so destructive to
the Third World —would be foreclosed for
many years to come. Indeed, the currently
iniquitous agreement on agriculture (AoA)
paradigm of patently unfair trade rules would
be further entrenched.

2) Insufficient elaboration on the Special and
Differential Treatment (S&D) components:
The G20 proposal merely states that a percent-
age of tariff lines should be considered as
special products (SP). The G20 should be more
specific about what they want out of the SP. If
left to a later stage of negotiations, the SP
concept could be so watered down it would be
of more value as a public relations instrument
for the US and EU, than a policy instrument for
developing countries. (4)

3) Similarly, the special safeguard mechanism
(SSM) which the G20 says “shall be established
for use by developing members” is not elabo-
rated upon. If developing countries are accept-
ing that tariffs are to be cut, it would be wiser
for them at this stage to negotiate exactly what
kind of SSM and SP they are going to get in
return for the commitment to reduce tariffs. The
SSM should be made available for all products
and for all developing countries. This should
also be a separate instrument from the SP
concept.

What is critical now is a coming together of the
developing country coalitions and a strengthen-
ing of their common position on agriculture. In
Cancun, the G20, G33 and G90 (5) were
different groupings, yet they supported each
other’s position and were able to make their
voices heard: it was only by coming together
that they forced the EU and US to listen to their
long ignored concerns. However, if the G20, led
by Brasil and India, are serious about taking
into consideration the plight of their small
farmers they must realize that their current
proposal does not address the inequities (and

iniquities) of the AoA.

The G33, called by one its negotiators a
“ragtag group”, has the potential to push for
special safeguard mechanisms for developing
countries. The EU and the US are threatened by
this and are resorting to typical “divide and
rule” strategies. The EU, in an ingenious move,
has called for a differentiation of developing
country groupings – between the less developed
and more “advanced” developing countries.
This will not only erode bargaining and political
capacity of the South but will also have sys-
temic consequences, which go further than the
current agriculture negotiations. The EU is
doing this by offering the G90 the “round for
free”, promising that they would not need to
undertake tariff reductions in agriculture. This
is an empty gift because, among other compli-
cations, it comes at a high price vis-a-vis
industrial tariff bindings in the non-agricultural
market access (NAMA) negotiations, opening
markets in services and the “Singapore issues”
of competition, trade facilitation, investment
and government procurement.

In informal interviews, Geneva-based develop-
ing country negotiators all recognized this move
as an attempt to divide the developing coun-
tries. One developing country ambassador
stated that if the differentiation were to be
carried through, his country could very likely
not fall under the G90 umbrella yet, in terms of
GDP, they are no different from many G90
countries. Also, one G20 source warned that
the EU trade commissioner Pascal Lamy
qualified that the offer was for “essentially”
G90 countries, which can translate to the EU
later on choosing which countries it will include
for the Trojan gift.

A July framework based on the current propos-
als will be beneficial to the developed countries.
Developing countries should not be bullied into
agreeing to an unbalanced and unfair agree-
ment. As one minister said after Cancún, no
deal is better than a bad deal, and in this case,
a framework bullied through by the EU and the
US will haunt coming generations.

The collapse of the WTO Ministerial in Cancún
was a victory for social movements, farmers,
peasants, trade unions and poor people in both
developed and developing countries. It is
essential to hang on to this victory and not let
the EU and US push for the comeback of the
WTO. The WTO is drowning and a framework



on Agriculture this July will give it its lifeline.

While developing country formations served to
block the EU and US hegemony in the talks,
hence derailing Cancun, it was in large part an
outcome of many years of work by social
movements in Brazil and elsewhere. The current
situation of developing countries is proof
enough of the inadequacy of tinkering with
fundamentally unfair agreements. It is time to
drive the final nail into the coffin of the WTO
and end these neoliberal agreements that kill
small farmers and put corporate profit over
people.

1. The G20 countries as of June 2004: Argentina, Bolivia,
Brazil, Chile, China, Cuba, Egypt, India, Indonesia,
Mexico, Nigeria, Pakistan, Paraguay, Philippines, South
Africa, Thailand, Tanzania, Venezuela, Zimbabwe
2. Lead by Indonesia, this group of over forty countries is
also known as the Alliance on Special Products and
Special Safeguard Mechanism (SP/SSM)
3. Brasil, Indonesia and other G20 countries confirmed
that this paper was done in close consultation with other
coalitions, specifically the G33 and the CAIRNS group.
4. Developed and a few developing countries opposed to
the SP concept in the WTO have recently suggested that
the SP be confined to only 3 products at the 8 digit HS
level (ie, almost worthless in terms of carving out
exceptions for food security). It was also suggested that it
be limited for use to products with tariffs of 25% or
below. Most products would not be eligible.
5. The G90 is composed of the Least Developed Countries
(LDCs), the African Union countries and the ACP (African
Caribbean and Pacific) countries.

As the WTO majors - the European Union and
the United States – increase the pressure to
reach a “framework” agreement in the agricul-
tural negotiations by July, it now appears
clearer than ever that the current trade distor-
tions, endorsed by the unfair agreement on
agriculture (AoA) rules, would be accentuated.
In the following piece, Aileen Kwa argues that if
a July framework comes together under the
present conditions, all developing countries
would lose out.

Both US trade representative Robert Zoellick
and EU Trade Commissioner Pascal Lamy are
serious about engineering an agreement on a
framework in agriculture and other negotiations
by July. To this end, they have come up with the
contours of a package. This is contained both
in Lamy’s letter of 9 May to all WTO Members,
as well as in talks between 29 WTO members
at the mini-ministerial held in Paris on 14 May.

Commissioner Lamy’s “offer” was timed just
before the Paris meeting to soften the Africans
and least developed countries (LDCs) and to
break the coalition of developing countries, in
this case, the G90 from the G20. The EU is also
known amongst trade negotiators to be adept
at the “hearts and minds” game. They lead you
to your grave whilst duping you into feeling
utterly grateful. This is what Lamy has pro-
posed to the G90:

No tariff reductions in agriculture
This is misleading. G90 countries may not be
asked to take on tariff reductions in agriculture
in the WTO, but they will be part of their
regional economic partnership agreements
(EPAs) with the EU. Developing countries
instead should take the legitimate high ground,
point out that the EU and US are distorting
world trade and should be the ones to adjust
these distortions, with developing countries not
having to make tariff reductions. In fact, they
should use the argument of “parallelism” used
by Lamy and put up their tariffs according to
the subsidy levels of the US/EU.

By receiving the EU’s offer as a “concession”,
they would have missed out on the opportunity
to insist on real domestic supports reduction.

Agriculture Talks: Empty promises to the
South
By Aileen Kwa*



Hence, whilst it is couched as an “offer”, it is in
fact an attempt by the EU to get the G90 to
continue to endorse the distorted AoA para-
digm, with the EU knowing that they will have
their market access through other means. In
addition, they will get the developing countries
to give in on the other parts of the Doha Round
which until now has been stalemated – non-
agricultural market access (NAMA), General
Agreement on Trade in Services (GATS) and the
“Singapore Issues” (trade facilitation, transpar-
ency in government procurement, investment,
and competition).

No tariff reductions in NAMA but developing
countries asked to increase “their tariff bindings
to a reasonable level”.
Taking on tariff bindings is a major concession
on the part of developing countries. Most G90
members have not bound or locked in their
tariffs on industrial goods. Kenya has 1.6 per
cent of its industrial tariff lines currently bound,
Nigeria, 1.4 per cent. Other G90 members may
not even have any tariffs bound. In the draft
Cancún declaration (13 September Derbez text),
countries which have less that 35 per cent of
their tariffs unbound are not asked to imple-
ment a tariff reduction formula. However, they
are asked to bind their tariffs up to 95 per cent
(Annex B, para 4 and 7b). Going from 1.4 per
cent to 95 per cent tariff bindings is very
drastic.

And the crunch: they should bind their tariffs
not at a level they freely decide, but at an
average level that does not exceed the overall
average of bound tariffs for all developing
countries after full implementation of the
current Round. This developing country “aver-
age” bound tariff level would not be very high.
If the Derbez text is anything to go by, it will be
guided by an earlier article in that text (Annex
B, para 4), where all countries with more than
35 per cent of their tariffs bound will have to
bind the rest of their tariffs at levels which are
twice the applied rates of the base year (2001
was suggested). Most developing countries
already have very low applied rates due to
structural adjustment conditionalities. Lamy’s
call on the G90 to lock in these low rates is
paraded as an “offer”.

Before Cancún, African delegates said that these
articles in the draft declaration - inserted by
Chairpersons and which did not reflect the
sentiments of the majority - would create
“industrial graveyards” in their countries.

And in exchange for his “generosity”, Lamy is
backtracking on his promises made in Cancún,
where he offered to drop three of the Singapore
issues entirely - investment, competition, and
transparency in government procurement.

Now he is also asking for and agreement in
trade facilitation as part of the single-undertak-
ing (that is, in the Doha Round) and the possi-
bility of an agreement on transparency in
government procurement – also as part of the
single-undertaking.

In the 9 May letter, Lamy says investment and
competition are outside this round. However, he
did not specify that these should be dropped
completely from the WTO. Another document
which Lamy circulated to several African
Ministers in late April entitled “Possible G90
Platform for DDA [Doha Development Agenda]
Modalities” in fact suggested the revival of the
investment and competition working groups,
and that these plurilateral negotiations should
take place at the same time as the current
negotiations. It says:

“Investment and Competition: The G90 could
put forward a “declaration on investment and
competition” to the effect that it is understood
that they are out of the Doha Round and out of
the single undertaking as a result, at the same
time WTO Members should not stop WTO
negotiations/work on these issues on a
plurilateral basis. The EC would be willing to
accept this. Even if the discussions on these two
issues are plurilateral and there is no require-
ment for Members to join them, we do still hope
that G90 members would participate as mem-
bers or observers to these negotiations, so as to
bring to them a stronger development dimen-
sion. It will however be a matter of choice.”
(Informal communication to some African
Ministers from Pascal Lamy, “Possible G90
Platform for DDA Modalities, 22 April 2004.)

Developing country members therefore should
not be blinded into believing that the European
Commission has given up on pursuing invest-
ment and competition in the WTO. Developing
countries have already explicitly stated that
negotiating these issues as plurilateral agree-
ments is a slippery slope. They will either be
pressured into joining later, or these plurilateral
agreements would invariably find their way into
the Round. The time to insist that these two
issues are dropped permanently from the WTO
agenda is now.



There already exists a plurilateral Transparency
in Government Procurement agreement. All
efforts should be made to keep this out of the
Round / single undertaking.

Most developing countries are also very con-
cerned about the costs involved in a new
agreement on Trade Facilitation. Accelerated
customs procedures works for the developed
world, but not for developing countries since
there is higher likelihood of leakage.

1) Try to drop trade facilitation from the Doha
Round.
2) If not possible, it should be excluded from
dispute settlement understanding (DSU) rules.
3) Since other more pressing development needs
would be put in jeopardy, countries should
argue that implementation would only be in
accordance to the level of grants (not loans)
provided by the developed countries. Developing
countries should make it clear that they cannot
take on the financial responsibility of imple-
menting this agreement
4) Use it to leverage the best quid pro quo
possible. There should not be any agreement on
this until the end of the Round and only if there
are real gains in agriculture – in terms of
ending dumping.

The countries at the 14 May Paris Mini Ministe-
rial were Argentina, Australia, Bangladesh,
Botswana, Brazil, Canada, Chile, China, Costa
Rica, the EU, Egypt, Guyana, Hong Kong,
Iceland, India, Indonesia, Japan, Kenya,
Malaysia, Mauritius, Mexico, New Zealand,
Norway, Pakistan, Singapore, South Africa,
South Korea, Switzerland, and the United
States.

From various press reports on the direction of
negotiations, it is now clearer than ever that a
July framework would not correct the current
trade distortions endorsed by the unfair agree-
ment on agriculture rules, but would in fact
accentuate these distortions by the US and EU.

What seems to have been agreed in Paris
includes:

- The expansion of the Blue Box to include US’
counter cyclical payments approved in the May
2002 US Farm Bill. These payments are mainly
provided in eight sectors (all sensitive crops in

developing countries): cotton, wheat, corn,
soybeans, rice, barley, oats and sorghum.
- Payments to be provided in the Blue Box could
have product-specific caps.
- No overall cap on the Green Box.

Shockingly, this enlarged Blue Box seems to be
increasingly acceptable to the G20. The idea of
expanding the Blue Box to include the US’
subsidies first emerged in the 13 August pre-
Cancún US-EU text. It was one key element
that contributed to the furore before Cancún,
and the coming together of the G20, which
vehemently opposed this since it allows the US
to reduce subsidies in the “trade-distorting”
Amber Box, and shift these into the new Blue
Box. This was even criticized by Brazil’s Celso
Amorim in his article in the Wall Street Journal,
“The Real Cancún”(25 September 2003).

In this article, Amorim explains why no out-
come was better than the possible outcome
they were faced with in Cancún:

“The question here is not whether a modest
outcome would have been better than the
absence of result. The real dilemma that many
of us had to face was whether it was sensible
to accept an agreement that would essentially
consolidate the policies of the two subsidising
superpowers – with very modest gains and
even some steps backwards (the new broader
definition of “blue box” subsidies to accommo-
date the US for instance)…”.

In the light of this, the G20s current climb-
down is incomprehensible.

The US currently does not currently provide
supports under the Blue Box. This Box was
created in the Uruguay Round to cater to the
needs of the European Union. It was a category
of supports that was supposed to be “produc-
tion-limiting” in effect – that is, would decrease
supply. In this Round, it seems that the Blue
Box is again being reinvented, to pander to US
needs. The US is doing away with the “produc-
tion limiting” criteria and wants to include in the
Blue Box direct payments to producers based
on fixed areas and yields in reference to past
production, as provided in their new counter-
cyclical programmes.  It will allow the US to
house about US$9-10 billion a year of their
Farm Bill supports.

The US is justifying this box-shifting by arguing
that the counter-cyclical payments are non-
trade distorting, since they are direct payments



given to producers de-linked from production.
They are also trying to soothe the G20 by
arguing that the supports will have product-
specific caps on them (that is, supports on
specific products will have a ceiling level). This
is cold comfort since calculations for these
ceiling amounts are likely to be based on a
recent year where prices were low and subsi-
dies high. Furthermore, counter-cyclical
payments are price related. Direct payments
kick in when market price falls below a certain
level. This is no less distorting than price-
support Amber Box payments.

To add insult to injury, the G20 seems to have
forgotten one of the most important compo-
nents of their original (20 August) proposal –
capping or setting a ceiling level for the Green
Box, without which there will be no effective
way to ensure that US/EU subsidies in fact
decrease.

The EU has promised to eliminate all export
subsidies, on condition that this is paralleled
by similar elimination of other forms of
export subsidies, principally by the US.

That is, the US needs to address their export
subsidisation programmes such as export
credits and credit guarantees, food aid, and
the so-called “monopoly activities of state
trading enterprises”. In particular, the
conditions target the $3.2 billion the EU says
the US spends on credit programmes to
support export sales of US farm goods.

The important missing detail: the EC has
provided no end date for the elimination of
export subsidies.

Developing country negotiators are aware
that this is yet another EU strategy of not
doing much. After the framework is agreed
upon, they will then avoid elimination by
putting the blame on the US for failing to
move satisfactorily in reforming its export
subsidy programmes. Developing countries in
need would also have a difficult time insisting
on an end to subsidised food aid. There is also
no agreement in the WTO about what to do
with state trading enterprises (STEs). For many
developing countries, STEs play a role control-
ling domestic supply and prices, as well the
level of imports entering the country – all very
critical for food security.

The EU has no intentions of reducing supports.
They may reform the CAP many times over, but
the overall level of supports EU will pay to
producers was agreed in a deal struck between
French President Chirac and Germany’s
Chancellor Schroeder in October 2002, thus
freezing overall EU supports for 2007-2013 at
the 2006 level. From now until 2006 the EU, by
incorporating ten new members, will increase
supports from 43 billion to 50 billion euros a
year. Whatever the AoA rules negotiated, at
least 50 billion euros will go to EU producers
until 2013.

The US, too, increased support spending by
63% or $73.5 billion with the Farm Bill. The
new AoA rules – drafted to dupe the rest of the
world – will be a box-shifting exercise for the
Americans. It will look something like this:

The G20 continued to reject the US / EU
blended formula in Paris. However, blaming the
G20 for dragging their feet, the majors have
asked them to come up with an acceptable
formula by early June, at the next agriculture
negotiating session in Geneva.
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As if allowing the US and EU to get away with
murder in agriculture is not enough, Pascal
Lamy’s letter suggests that the G90 and all
WTO members would have to provide a
“significant level of new and substantial com-
mitments” on services.

There is nothing in the GATS agreement that
obliges countries to table offers. It is entirely
voluntary.

Developing countries made positive gains in
Cancún. By asserting their voices, they made it
clear to the major powers that they were
insistent on having a fairer deal. We are now at
a cross-roads in the negotiations – a package
is on the table, put forward by the EU and US.
Should developing countries take it or leave it?

AoA: The package deepens the distortions in
agriculture, and perpetuates dumping – even in
G90 markets.

NAMA: The G90 would pay a very heavy price
by having to bind their tariffs in the NAMA
negotiations. Tariff bindings at twice the applied
rate, as suggested in the Derbez text, would
lock countries permanently into very low tariff
levels. This would foreclose any future indus-
trial policies countries may want to put in place
in order to nurture certain industries as part of
their development strategy.

GATS: This is the real agenda of the business
community in Europe. The US is equally
aggressive. The sectors they want include
energy, telecommunications, finance, profes-
sional services, transport, distribution and retail
services, water, health, etc. With the package
couched as an “offer” pressure will be exerted
on countries with minimal export capacity to
open their markets. Liberalisation would wipe
out their fledging domestic service providers.
Mode IV of GATS – the movement of natural
persons – is an area where developing countries
have an interest, however liberalisation in this
sector will not materialize in the current political
climate of the “war on terror”.

The Singapore Issues: These issues will give
foreign companies the same rights as local
companies. Local companies would have to

compete with the big corporations, even on
home ground. Having investment and competi-
tion as plurilateral agreements is only the first
step towards full-fledged agreements in these
areas in the WTO.

Breaking and Dividing Developing Countries: Of
even greater concern is the fact that this
strategy by the EU and the US is a divide and
rule game. Developing countries have been
resisting the developed countries’ attempts to
create categories amongst them. For example,
in the area of special and differential treatment
(S&D), the EU has been arguing for “differentia-
tion” of developing countries so that not all
countries except the poorest, should avail of
S&D. Developing countries have resisted this,
knowing that unity is their prime capital in the
negotiations. (In Cancún, the G20’s strong
stance also positively influenced the G90 into a
strong position.)

If the G90 accepts this proposal, they would
forever be endorsing differentiating amongst
developing countries in the multilateral system.
This will weaken their negotiating capacity as a
collective force.

Are the G90 countries getting anything in
return? The only gains for the G90 are in tariff
reductions in agriculture. However, this is a
false promise since these countries would still
be pushed to lower their tariff levels in other
bilateral negotiations – such as the economic
partnership agreements (EPAs) and in bilateral
or regional FTAs with the US. They would have
little opportunity, however, in these negotia-
tions, to change the current trade distortions by
the US and EU.

Whilst the G90 are being asked to pay a heavy
price, the US and EU are setting themselves up
to get everything they wanted out of the Doha
Round: market access as well as progress on
“rule-making” or deregulation (beyond the
border measures). In addition, the WTO is
critical for the US and EU in several ways.
Firstly, it is a multilateral legitimization of their
dumping in the developing world. Secondly, it
gives them a weapon over the biggest develop-
ing country markets currently not covered in
bilaterals – India, China, Brazil, Indonesia,
Nigeria, and Egypt.

And in their latest moves, they have succeeded
in isolating India, China, Indonesia, and the
Philippines by buying over and neutralizing their



natural allies, the G90. In addition, most of the
Indonesian-led G33 Alliance on Strategic
Products (SP) and Special Safeguard Mecha-
nism (SSM) — another group of potential allies
wanting to defend their markets — are also
part of the G90.

They are also attempting to isolate India et al
by softening their Latin American allies in the
G20, who have been aggressively courted by
both the US and EU. The major powers are
hoping that by tempting them with sweeteners,
they would no longer support India on a less
ambitious market access tariff cutting formula,
as was the case in Cancun, and that these G20
countries would also go soft on the subsidy
issue. The latest EU-Mercusor offer of beef and
other quotas may, for instance, be partly
responsible for the apparent G20 climb-down
on subsidies.

If a July framework comes together under these
conditions, all developing countries will lose out:
There will be no end to dumping, yet the G90
economies will still be prised open through the
bilaterals. India, China and Indonesia (close to
half the world’s population) will lose out if they
are not able to stop a very ambitious tariff
reduction formula from being implemented.
Furthermore, all developing countries would
lose in the industrial sector and in services.

Developing countries should call the bluff of the
US and EU and exert their rights to a fairer
trading system. They would gain from being as
tough as Lamy and, using his own words, insist
on “parallelism” – tariff levels should be put up
instead of brought down as US/EU subsidies
are retained and even increased.

May, 2004

* Aileen Kwa is a policy analyst with Focus on the Global
South. <aileenkwa@yahoo.com>

Despite the growing criticism of immiserizing trade
and the social and economic costs of declining
commodity prices, much of the official analysis and
debate still operates within the parameters of
neoliberalism. This is demonstrated by the fact that
little recognition is given to trade liberalization as a
direct cause of commodity price decline. UNCTAD’s
2004 LDCs Report states that trade liberalization
and export-oriented policies were “associated with”
the global decline in agricultural commodity prices.
There is no cause-and-effect; no understanding of
how these policies drove down prices and drove up
the profits of agri-food transnationals. In this article,
Gerard Greenfield examines the current debate on
commodity prices and argues that the “solutions”
proposed – such as diversifying into “dynamic
markets” — will simply increase farmers and workers
dependency on corporations.

As one of the key issues that deadlocked the
5th WTO Ministerial in Cancun and triggered its
collapse, the debate over agricultural trade
liberalization continues to escalate, and in doing
so appears to be breaking the boundaries of the
free market fundamentalism that has domi-
nated the minds and actions of policy-makers
for over two decades. As Irfan ul Haque argues
in a report on agricultural commodities pub-
lished by the United Nations Conference on
Trade and Development (UNCTAD),
neoliberalism has created “an intellectual
environment of do-nothing, laissez-faire” under
which “any search for solutions to unstable and
low primary goods prices is dismissed as a
waste of time.”(1) Far from a waste of time, the
Special Rapporteur to the UN Commission on
Human Rights on the “right to food” has urged
immediate action to alleviate the crisis in
agriculture by tackling export dumping by the
industrialized countries and corporate control
over food and agriculture that has exploited
falling commodity prices: “Global commodity
markets are increasingly dominated by fewer
global transnational corporations that have the
power to demand low producer prices, while
keeping consumer prices high, thus, increasing
their profit margins.”(2)

Free Market Free Fall: Declining Agricultural
Commodity Prices and the ‘Market Access’
Myth
By Gerard Greenfield*



No longer bound by the rigid ‘flexibilities’ of
WTO deals, deadlines and coerced commit-
ments, it appears that key UN agencies and
programmes are (re)entering the debate on
agricultural trade liberalization in ways that
challenge the neoliberal policies that have
undermined the livelihoods and rights of some
1.3 billion farmers and 450 million agricultural
workers for so long. UNCTAD’s Least Developed
Countries Report 2004, released on 27 May,
belatedly acknowledges that “increasing
exports do not necessarily lead to poverty
reduction”, describing the combination of
export expansion and increased poverty as
“immiserizing trade”. (3) In its conclusions the
Report observes that: “A particular problem for
agricultural-commodity-exporting LDCs [Least
Developed Countries] is that the widespread
adoption of trade liberalization and export-
oriented policies has been associated with
falling world prices for agricultural commodi-
ties.”(4)

A problem indeed. Over the past two decades
the prices of nearly all the major agricultural
commodities declined in real terms. According
to UNCTAD, comparisons of the prices of
agricultural raw materials and food and
beverages in 2003 with 1980 prices show a
drop of 60% and 73% respectively. Coffee
prices in 2003 were a mere 17% of its 1980
value, and cotton prices were 33%. (5) One of
the effects of these price declines is the deterio-
ration in the terms of trade for commodity-
dependent countries that – far from benefiting
from trade liberalization – are encumbered with
greater debt . From 1997 to 2001 alone, the
combined price index of all commodities fell by
53% in real terms, that is, “commodities lost
more than half their purchasing power in terms
of manufactured goods.”(6) It is in this context
that UNCTAD’s regional economic development
report on Africa, released on 26 February this
year, focuses on the pitfalls of commodity
dependence in a world of declining agricultural
commodity prices, arguing that the “commodity
trap” has become a “poverty trap”. (7)

The social devastation wrought by these price
declines – which translate into falling farmers’
incomes, lower wages and debt – is also
recognized. As the Report of the Meeting of
Eminent Persons on Commodity Issues organized
by UNCTAD immediately after Cancun states:
“We note with dismay the extreme poverty into
which 25 million coffee farmers and workers
have been thrust by very low prices.”(8) Similar

- though much more sanitized – expressions of
concern emerge in an increasing number of UN
reports dealing with poverty, trade and com-
modities. Added to this is the renewed interest
in international commodity agreements - 57
years after the UN Economic and Security
Council recognized the need for price stabiliza-
tion measures to overcome the social and
economic impact of short-term price volatility
on world markets. It seems that such measures
may be back on the agenda for discussion.

This renewed official attention to the social and
economic impact of declining agricultural
commodity prices generated by UN agencies
like UNCTAD is necessary and timely, particu-
larly if it contributes to maintaining the dead-
lock in agricultural negotiations at the WTO and
broadens the debate over the future of agricul-
ture. At the same time, we must recognize that
the UN interventions in the debate on global
agriculture are self-limiting, if not self-censor-
ing. While the solutions advanced clearly
demand that governments do something, the
implicit assumption is that whatever action is
taken must facilitate and not challenge the logic
of the market.

One of the effects of this continued devotion to
‘the market’ is that, even in those reports
critical of trade liberalization and export
dependency, the role and impact of
neoliberalism is ignored. For example, a crucial
report on commodity dependence presented at
UNCTAD X (February 2000) describes the way
in which international commodity agreements
came to an end “just as world commodity
markets changed from excessive short-term
price volatility to a sharp downturn in real
commodity prices.” As a result, “The 1990s
thus opened with no effective market-stabilizing
mechanisms in place.”(9) This shift is presented
as if the end of price stabilization mechanisms
simply coincided with the drop in commodity
prices. There is no reference to the deliberate
political measures taken to abolish price
stabilization mechanisms in order to drive down
prices, or to the aggressive neoliberal policies
under which this was carried out.

Similarly, the UNCTAD report on Africa sug-
gests that the “ascendancy” of the notion that
economic growth results from “the free play of
market forces” meant that state regulation of
markets “was no longer deemed acceptable or
feasible”.(10) How and why this happened is
unexplained. There is no recognition at all of



the political struggles or ideological violence
involved in this paradigm shift. As such, there is
even less scope for a critical understanding of
the social violence of the market and its conse-
quences.

There is an obvious ‘disconnect’ between the
causes of declining commodity prices and
solutions. For example, all of the new UN
reports that deal with agricultural commodities
acknowledge the extent of transnational
corporate control in food and agriculture. Yet –
with the sole exception of the Special Rappor-
teur on the right to food - the relationship
between this corporate control and the social
effects of declining prices remains obscure.
Discussion of market forces of supply and
demand are juxtaposed with evidence of
massive corporate concentration along the
agricultural production, processing and distri-
bution chain, without any apparent contradic-
tion. More importantly, the solutions advanced
to deal with “immiserizing trade” roundly fail to
address the role of agri-food transnationals, let
alone restrict or rollback this corporate domi-
nation.

Another major shortcoming concerns the way
in which solutions to the long-term decline in
agricultural commodity prices are framed
within the parameters set by the WTO regime.
In particular, it is assumed that securing greater
“market access” via WTO negotiations on
agriculture will bolster export earnings, turning
immiserizing trade into enriching trade. Added
to this are proposals for diversification into
more “market-dynamic” products, technology
transfer and institutional “capacity-building” –
measures that are purported to halt the impov-
erishment of farmers (with no mention of
agricultural workers), even as prices keep on
falling. Thus we are faced with a curious logic
whereby the last two decades of trade liberal-
ization are seen as a major  cause of rural
impoverishment, and at the same time solutions
are advanced in the context of more trade
liberalization under the auspices (that is,
coercion) of the WTO.

Most analyses of agricultural commodity price
problems assume a shift from price volatility in
the 1980s, to a steady price decline in the
1990s. This then leads to the odd conclusion
that prices have become more stable. In a
report to the Consultation on Agricultural Com-
modity Price Problems organized by the UN Food
and Agriculture Organization (FAO) in March

2002, the Assistant General Director of the FAO
concluded that since “many commodities prices
were more stable in the 1990s than in the
1980s”, the “current concern is with the levels
of prices rather than volatility.”(11) But as Irfan
ul Haque’s analysis of the impact of
neoliberalism on the cocoa industry suggests:
“The prices were more stable in the 1990s
simply because they had come closest to the
bottom.”(12)

Despite this obvious fact, the FAO consultation
proceeded on the basis that prices had stabi-
lized at low levels, leading to a key question for
discussion: “Are current commodity prices too
low?” The report concludes: “So in answer to
the question as to whether commodity prices
are too low we can certainly say that prices for
most commodities are low by historic stan-
dards, but it is not so certain that they can be
said to be too low given current market condi-
tions of demand and supply.”(13) According to
this circular logic, since market conditions of
demand and supply set prices, prices can never
be too high or too low. They will always be in
accordance with prevailing market conditions.
The question that should have been addressed
is: “Too low for whom?” Clearly prices are too
low for small farmers and agricultural workers
and their communities, whose livelihoods have
suffered as a result of declining incomes. Hence
the well-documented rise in poverty that
UNCTAD describes as “immiserizing trade”.
Prices are not too low for the transnational
corporations that dominate the processing and
distribution of food and other end products,
since – as buyers of agricultural commodities –
their profit margins are rising as input costs are
falling. Moreover, since these corporations
dominate so much of the global trade in
agricultural products from growing to market-
ing, they directly shape the conditions of
demand and supply.

The FAO report explicitly recognizes the fact
that: “increasing concentration and specializa-
tion of production and vertical integration
change supply-price relationships, while
increasing concentration in processing, market-
ing and distribution modify commodity de-
mand-price relationships.” This means that,
“the increasing market power of the
transnational trading and processing companies
and of multiple retailers in consuming markets
have changed the market relationships with
developing country suppliers.”(14) So it’s
actually about power, not invisible market
forces. Yet this analysis stops dead before it



reaches its logical conclusion. The market
power of transnational corporations seems to
have no bearing on the assumption that prices
are not too low because they are in accordance
with market conditions of demand and supply.
That transnationals largely create these condi-
tions, and that trade liberalization under
neoliberalism enhances their power to do so,
are realities that are ignored in the final analy-
sis.

In the 33 paragraphs that make up the Report of
the Consultation on Agricultural Commodity Price
Problems, summarizing the findings of the FAO
conference, there is not a single reference to
corporate concentration or control, even in the
list of “Factors Influencing Prices”.(15) The
proposed solutions, therefore, are limited to
measures to improve access to financing,
technology and export competitiveness, etc.
State action is limited to seeking “an improved
balance between supply and demand” and
policies targeting farmers that seek “permanent
reductions in supply” through diversification –
none of which addresses the power of
transnational corporations.(16) Why should
permanent reductions in supply and diversifica-
tion be imposed on small farmers and agricul-
tural workers as a “solution”, if it is already
recognized that overproduction and declining
prices are a direct consequence of the market
power of transnational corporations?

Ultimately, there is no recognition of the need
for state intervention to deal with corporate
concentration, and so the dependency of
farmers and workers on a handful of
transnational corporations becomes a given
condition – an objective reality as unquestion-
able as the market conditions of demand and
supply. Even the UNCTAD-sponsored Report of
the Meeting of Eminent Persons on Commodity
Issues, which explicitly addresses the impover-
ishment of millions of coffee farmers and
workers, deals with transnational corporations
only in the context of its praise for “corporate
social responsibility”, expressing satisfaction
with those companies that have voluntarily
applied certain (undefined) international stan-
dards.(17)

A similar problem surfaces in the UNCTAD
report on commodity dependency in Africa.
Export subsidies in the developed countries for
commodities like cotton and sugar and over-
production in other commodities such as coffee,
tea and cocoa are deemed to be the cause of a
“structural over-supply” that is driving down

prices.(18) At the same time the report recog-
nizes that “oligopolistic markets” and high
levels of “concentration” in these respective
industries, “reveals a “disconnect” between
prices paid by final consumers and those
received by producers, because of higher profits
at later stages of the value chain.” It is further
acknowledged that, “…where concentration is
largest tends to acquire a large share of the
profits, with a small share of the final price
going to the other stages.”(19) The example is
given of coffee and tea, where “booming”
business in developed countries generates
higher prices for processed products, but “not
in the prices received by producers in develop-
ing countries.”(20)

This “disconnect” between what farmers and
workers earn and what consumers pay (a
euphemism for the massive profit margins of
transnational agri-food corporations) suggests
that the missing link between the long-term
decline of agricultural commodity prices and
booming consumer markets lies somewhere in
the realm of corporate concentration.  This
concentration is already well documented.(21)

In the case of cocoa we can see that 200
mergers and acquisitions from 1970 to 1990 left
only 17 corporations controlling half the world
market in chocolate, with five corporations
(Nestle, Mars, Hershey, Kraft-Jacob-Suchard
and Cadbury-Schweppes dominant.(22)) As a
result, by the mid-1990s an estimated 70% of
all cocoa grindings were conducted by the top
ten corporations, with three corporate giants
(Archer-Daniels-Midland (ADM), Barry
Callebaut, and Cargill accounting for 50%.(23)
In the case of coffee, just two companies -
Philip Morris and Nestle - control more than
half the world market in roasted and instant
coffee. Even at the time of the collapse of the
International Coffee Agreement (ICA) in 1989,
General Foods (Maxwell House), Proctor &
Gamble (Folger’s) and Nestle controlled more
than three-quarters of the ground coffee
market.

Under these circumstances it is clear who are
the beneficiaries of the “disconnect”, and that
these profits are rising at a faster rate as
agricultural commodity prices are falling. As
Jeffrey Paige has argued in his analysis of
neoliberalism and the coffee elite in Costa Rica,
where the end of the ICA triggered a dramatic
collapse in coffee prices: “The principal benefi-
ciaries of the price drop were the oligopolistic
roasters in the developed world, who failed to



pass the lower prices on to consumers. The net
effect of the collapse of the ICA was a substan-
tial transfer of wealth from the underdeveloped
to the developed world.”(24)

This transfer of wealth was even greater
because within falling prices the share received
by coffee growers directly also declined:
“Between 1989/90 and 1994/95, the proportion
of total income gained by producers dropped to
13%; the proportion retained in consuming
countries surged to 78%. This represents a
substantial transfer of resources from produc-
ing to consuming countries, irrespective of price
levels.”(25)

These transfers of wealth from South to North -
from farmers and agricultural workers to
transnational corporations - illustrates precisely
the layer upon layer of ‘disconnect’ that the
UNCTAD report on Africa’s commodity trap
acknowledges, but does not challenge.

Despite the growing criticism of immiserizing
trade and the social and economic costs of
declining commodity prices, much of the official
analysis and debate still operates within the
parameters of neoliberalism. This is demon-
strated by the fact that little recognition is given
to trade liberalization as a direct cause of
commodity price decline. Recall that the
UNCTAD LDCs Report (quoted above) states that
trade liberalization and export-oriented policies
were “associated with” the global decline in
agricultural commodity prices.(26) There is no
cause-and-effect; no understanding of how
these policies drove down prices and drove up
the profits of agri-food transnationals.

Trade liberalization encouraged increased
production, leading to overproduction that
pushed down prices, driving down farmers’
incomes and leading them to attempt to pro-
duce more to maintain their livelihoods. As the
experience of the cocoa trade illustrates,
attempts align domestic and world prices to
ostensibly give farmers improved prices gener-
ated “some contradiction between the two goals
since the increased production from liberaliza-
tion would lower the world price, thereby
lowering the price the cocoa farmer actually
received.”(27) This vicious downward spiral is
reinforced by the system of competition. And
this is where the social violence of the market –
the constantly escalating pressure on farmers
and workers to produce more for less – ap-
pears as a force, not a benign set of opportuni-
ties.

Operating in conjunction with this vicious cycle
of overproduction and falling prices is the debt-
export trap: where countries are compelled to
export more commodities to service their debts,
and to borrow more in order to finance export
expansion. The UNCTAD regional report on
Africa acknowledges that “severe balance of
payments difficulties and the debt overhang”
heightened the commodity dependency of
poorer countries. These countries “were
encouraged through structural adjustment
programmes to produce and export more of
their traditional commodities to offset the loss
of earnings.”(28)

Despite the realities of the market as a coercive
force, the underlying assumption in the domi-
nant orthodoxy is that the market is benign - a
spectrum of opportunities. The solution for
impoverished farmers is to enhance their
capacity to respond and take advantage of
these opportunities. Since import barriers
prevent farmers from taking advantage of
overseas market opportunities, greater “market
access” is the solution - a major opportunity to
sell more in these overseas markets. It is in this
sense that the UNCTAD report on Africa
presents market access as a solution to the
commodity/poverty trap: “Africa could use the
WTO system to its advantage by judicious
schemes of tariff reduction (or rationalization)
within the context of regional economic group-
ings that enhance market access within the
continent, and generally in the developing
world.”(29) The report is clear that there is
scope for flexibility or “derogations”, but only
within the WTO system. This refers in particular
to proposals for expanding negotiated tariff rate
quota (TRQ) regimes, giving less developed
countries greater access to the EU and US
markets. But as the International Union of
Food, Agricultural, Hotel, Restaurant, Catering,
Tobacco and Allied Workers’ Associations (IUF)
points out, “This expanded TRQ regime is
essentially a political instrument, giving selective
market access as a reward to those countries
that commit to a faster pace of agricultural
liberalization. Throughout this process bargain-
ing power remains in the hands of the US and
EU.”(30)

Notably, UNCTAD’s market access solution for
LDCs in the African continent is explained in the
context of the WTO’s “rigorous enforcement
mechanism”, preventing the use of instruments
previously used by the Newly Industrializing
Economies (NIEs). What this suggests is that



the WTO has rendered illegal those economic
development policies used by other countries,
and so the least-developed countries of the
African continent must negotiate market access
as one of the few viable options available. All
other proposals – including technology transfer,
additional financing, debt reduction and so on,
are geared towards this goal. Thus for
UNCTAD, getting WTO negotiations back on
track is an urgent task. There is no recognition
whatsoever of the contradiction in supporting
the deeper institutionalization of one of the
primary causes of the commodity/poverty trap
in order to lift countries out of this trap.

It is not surprising that the US government
staunchly opposes attempts to bring the
problem of declining agricultural commodity
prices into WTO discussions, while at the same
time insisting that whatever measures taken –
by any national government or multilateral
institution – must be market-facilitating and not
interventionist. When the Kenyan government
(backed by India, Pakistan and Brazil) re-
quested in February that the WTO Committee
on Trade and Development discuss declining
commodity prices, the US expressed its opposi-
tion, warning against the inclusion of such
“non-trade issues” in the negotiations.(31)
Apparently, declining agricultural prices – driven
down by export-oriented overproduction under
trade liberalization, massive export dumping by
the US and EU, and manipulation of buying
prices by transnational corporations – is not a
trade issue. Ironically, activists in the food
sovereignty movement would be inclined to
agree with the US position: it is not about trade.
And since the issue of falling agricultural
commodity prices and the future of agriculture
are inseparable, it is logical that if one is kept off
the WTO agenda, so should the other. [The US
is also trying to exclude commodities from the
remit of UNCTAD on the basis that it’s a “non
trade issue.”]

Prominent among the market-oriented solutions
to the commodity trap is the call for diversifica-
tion out of agricultural commodities that are
suffering from falling prices. This was the
rationale behind the WTO ‘Sectoral Initiative on
Cotton’ in Cancun, where the answer to
massive export dumping by the US was for
other countries to get out of exporting cotton.
Despite all the evidence linking structural
adjustment programmes to the current crisis in
agriculture, this diversification out of cotton
would be overseen by the IMF and the World

Bank, along with the FAO.(32)

Although the Sectoral Initiative on Cotton sank
together with the WTO Ministerial, it is impor-
tant to recognize that the underlying logic of
this proposal for diversification prevails. It
continues to define diversification not in terms
of moving away from export dependency and
towards greater self-sufficiency and
sustainability (as agricultural diversification
might suggest), but in terms of other export
products with rising world prices. Thus the
UNCTAD report on Africa advocates the move
into exports of “market-dynamic products”,
especially manufactured goods. Currently for
the African continent, “undergarments are the
only important export item among the most
dynamic products in world trade.”(33) So what
is needed – regardless of workers’ wages and
working conditions - is more exports of
undergarments and like products. Among
agricultural commodities are those non-
traditional products identified as “new dynamic
products”, including fruits, vegetables, fish,
seafood and fresh-cut flowers. Ignoring the
severe ecological and health effects of high
pesticide-utilizing industries like fresh-cut
flowers, and the absurdity of growing flowers
for Europe instead of food for the community,
UNCTAD seeks to enhance responsiveness to
changing “consumer habits” in the importing
countries.(34)

More broadly, this gearing of entire economies
to new consumer habits overseas brings us
once again to the missing link in the equation:
the transnational corporations that shape
consumer habits and dominate the production
and trade that supplies these markets. This is
explicitly recognized by the UNCTAD report,
where market-dynamic products, including
non-traditional agricultural exports, are
“dominated by larger and more vertically
integrated firms and, in the retail sector, by
global supermarket chains.” It is these concen-
trated interests that determine “what is pro-
duced, how and by whom.” Added to this is the
fact that: “Real profits in the commodity chain
are made by those who control critical points
along the chain, own established brand names
or have access to shelf space in supermar-
kets.”(35)

Clearly then, diversification out of commodity
dependency and into market-dynamic products
promises new forms of dependency - including
dependency on networks of global retailers,
trading companies and finance capital. The



move into market-dynamic products means
that producers in poorer countries “must enter
into networks if they want to access develop-
country markets.”(36) But instead of proposing
measures to tackle this corporate concentration
and to develop policies for protecting farmers
and their communities from such dependency,
UNCTAD proposes that states must encourage
producers to enter into these networks of joint
ventures, partnerships and strategic alliances to
secure entry into overseas markets. The
obstacles identified by UNCTAD include the lack
of financing, technology, knowledge, and
institutional capacity. The solutions – all of
them geared in some way towards enhancing
responsiveness to market opportunities and
competitiveness – inevitably heighten depen-
dency on the global markets dominated by
transnational corporations and intensify
competition.

So in the shift from commodity dependency to
dynamic markets, corporate control prevails,
and farmers and workers continue producing
more for less. That’s not an aberration – that’s
the market.

* Gerard Greenfield is a researcher with Focus
on the Global South, based in Bangkok, Thai-
land. <gerard@focusweb.org>
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Thailand is known as one of the top food exporters
in the world, particularly in rice. But a study on
Thailand shows that while its rice exports are
increasing, farmers do not benefit from this success.
Farm-gate prices have not increased over the last
decade. The stagnation in real income has been
accompanied by a sharp rise in the debt burden of
the rural households. In short, more export does not
lead to an increase in farmers’ welfare, or at least,
not for Thai rice producers.

Over a long period of time, “trade liberalisation”
has been projected as a magic solution to the
problems confronted by developing countries. In
recent years, “trade liberalisation” has not only
been seen as good for economic growth but
also as good for the poor. The argument goes
like this: exports can generate hard currencies
needed for development. Access to markets in
the North not only helps to generate national

income but also more jobs and higher prices
for local products, hence leading to the
alleviation of poverty. This assumption very
much influences the focus and the direction of
today’s international trade negotiations both
at multilateral and bilateral levels. Countries,
North and South alike, aim to open up other
countries’ markets in an attempt to increase
their exports. In agriculture, it is believe that
opening up of the market in Northern coun-
tries will benefit Southern countries since, in
general, the later has the comparative advan-
tage in this sector.

Let’s take this argument a little bit further. For
instance, if developed countries genuinely
open up their markets and developing coun-
tries are able to increase their agricultural
exports, will these changes benefit the rural
producers and help improve their living
standard? This paper takes the case of
Thailand, the country that is perceived as a
successful story of the export-led growth
model, to address this question.

Thailand is one of the major exporters of
agricultural goods in the world, particularly
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Source: Agricultural Business Research Section, Kasetsart University (1997)

Figure 1. Marketing and distribution channels of Paddy and Rice



rice. Rice is the dominant crop in Thailand. The
rice planted area is much greater than any crop
planted area. The total land in Thailand is 321
million rais (1) or 514,000 square kilometres. In
1995, nearly 130 million rais were classified as
farm holding land, of which around 57 million
rais were paddy land. The most important use
of rice is domestic consumption, which includes
food consumption, industrial use, animal feed,
seed, and storage. On average, 60 percent of
the total rice production is for domestic usage
and 40 percent is for export (see Figure 1).
Since 2001, Thailand has exported more than 7
million tons of rice annually, which accounts for
30 percent of the total rice export in the world.
During the last 10 years, Thailand has seen its
rice yield and the total production increasing,
not sharply but continuously (see Table 1).

Similar trends can also be observed in the
quantity of export.

However, the increase in export quantity is not
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reflected in the export prices nor in the farm
gate prices. Between 1994 and 2003, it was
only in 2003 that export quantities and export
prices moved in the same direction (see Table
2).
By observing the statistics of the last ten years,
it is clear that the wealth generated by income
from exports is not equally distributed. The
farmers, who are mainly small-scale produc-
ers, acquire, on average, only 24.6 percent of
the export value (see Table 3). And this has not
increased, at least over the last decade.

Post farm-gate value added is high, and it is
very interesting to see that in every year of the
last ten years when the export prices searched,
the post farm-gate value added also increased.
That means the rise in export price benefits
exporters, traders, and millers rather than the
farmers.

The findings on the farm-gate prices of paddy
make it even harder to believe that the export-
led production mode benefits the producers
themselves. It is evident in Table 4 (next page)
that the prices in real term have not showed an
increasing trend, even when exports are rising.

This finding coincides with the situation of the
overall change in living standards of the general
rural households in Thailand. Figure 2, shows
that real farm income in 2000 had not in-
creased from that in 1977. In contrast, farm
spending increased over the same period. Plus,
in some of the years, farm spending tends to be
higher than farm income. Thus, it is fair to say
that farmers, in general, are worse off than
before. The introduction of cash crop produc-
tion directed by market demand increased the
farmers’ need for credit to finance each produc-
tion cycle. Although the government provided
farmers with “low interest rate loans” through
the Bank of Agriculture and Agricultural Coop-
erative (BAAC), farmers have to earn a profit at
least equal to the interest that they have to pay
on their investment, which means nine to twelve
per cent. However, a large part of them who
could not access the formal lending system
have to borrow from informal lenders at
interest rates as high as six per cent per month.
The statistics on overall agricultural household
debt confirms this interpretation. From the
official report, between 1988/89 and 1994/95
the proportion of indebted households to total
agricultural households tripled from 22.45
percent to 60.00 percent (see Table 5). More-

Source: Office of Agricultural Economics, Ministry of

Table 1: Paddy production in Thailand
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Table 2: Rice Export
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Table 3: The different between the Average Farm-gate Price and the Aver-
age Export Price

*Note: 1 Kg of Paddy produces 0.66 Kg of milled rice
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Table 4: The Average Farm-gate Prices of Paddy

Table 5:Total Agricultural Households, Indebted Households, Average
Debt per household
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over, during the same period of time, the
average debt per agricultural household soared
from 3,777.29 to 37,231.00 baht.
One should bear in mind that these statistics
were also influenced by other factors. For
example, the findings in this paper are based on
the official statistics which take into account the
effects of Government intervention. For a long
time, the Thai government has played a major
role in rice production and marketing. The price
support program was first introduced as early
as 1965. Presently, the government intervenes
mainly through two schemes: paddy mortgage
and purchasing of paddy. However, so far, a lot
of farmers could not benefit from these
schemes due to several limitations. Therefore,
the official statistics of the average farm-gate
price tends to be higher than what the farmers
normally get.

Not only do many people around the world
believe that the more a country exports the
more benefit it will gain, but also the general
Thai public including Thailand’s trade negotia-
tors. Unfortunately, only a few, so far, have
pushed the thinking further. Who really benefits
from the export of agricultural products? Will
farmers be able to enjoy the effect of an
increasing market abroad? The evidence of the
last ten years proves that the assumption of the
trickle down effect cannot be taken for granted.
The findings on rice production and trade, at
least, reveal that there is no positive correlation
shown in the relationship between exports and
the welfare of the farmers.

This paper is not aiming at legitimising the
over-subsidised agricultural production in the
North. But seeks to challenge the export
enthusiasts around the world about the true
beneficiaries of the export promotion agenda.
Since the Uruguay Round, in order to increase
the market access in the North, the South has
again and again paid a high price. We know
that the burdens resulted from this high cost
were borne principally by the poor. Services,
intellectual property rights, sovereign rights,
and others were given away in a dream for
more market access. At this stage we do not
know whether this dream will become true or
not. However, it seems that the poor may not
share the same dream.

May 2004
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Notes
(1) 1 rai = 0.16 hectare = 0.3954 acre
(2) In a different report, government statistics shows that
in 2000, rural households that were formally indebted
jumped to 88 per cent. (Office of Agricultural Economics,
“Agricultural Credit and Farmers’ Debt Situation”, a
background paper for a seminar entitled ‘Who is looking
after farmers’ debt?’ organised by the Agronomists’
Association of Thailand and the Ministry of Agriculture
and Cooperatives, held at Central Grand Plaza Hotel,
Bangkok, on 7 September 2000.)




