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There is a need to design a new normative framework and appropriate institutional arrangements, for the governance of international food trade. The purpose of this essay is to raise some key issues that should be considered in that work. (The issues identified here are comparable with the Food First Trade Principles presented by Peter Rosset, the Executive Director of Food First, in 1999. See http://www.foodfirst.org/pubs/backgrdrs/1999/f99v5n2.html )Some of these points are likely to be highly contentious. The purpose here is not to resolve them, but simply to assure that they are on the agenda.

FOCUS ON FOOD

Historically, policies centered on agriculture have tended to focus on the interests of producers, especially large-scale producers. However, food has consumption value as well as commodity value. Given the magnitude and persistence of malnutrition in the world, there is a need for clear policy on food as distinguished from agriculture. In particular, there is a need to review the governance of international trade in food, giving special attention to the concerns of those most vulnerable to food insecurity. As specified by the World Food Summit in 1996, “Food security exists when all people, at all times, have physical and economic access to sufficient, safe and nutritious food to meet their dietary needs and food preferences for an active and healthy life.”

Another reason for focusing on food, rather than agriculture, is that inadequate attention has been given to non-agricultural food products such as fish, subsistence food production, gleaning, and the harvesting of foods in nature, all of which are important in some places, especially in poor countries. Also, for many of us, especially in the richer countries, only a small fraction of what we eat is comprised of primary products. Food also includes “value-added” products based on many different kinds of processing and marketing. Trade in these products needs to be managed as well.

DISCRIMINATORY TARIFFS

Pushing tariffs down on primary commodities but leaving them high on processed foods tends to prevent poor countries from engaging in highly profitable “value added” food industries. (Having higher tariffs on more highly processed goods is sometimes described as a system of “escalating” tariffs.) The liberalization of food trade through the reduction of tariffs should be accomplished in a way that does not discriminate against poor countries.

DISCRIMINATORY PRICING

In the idealized marketplace, the prices for the same product of the same quality would be the same throughout the world, with variations only due to transportation costs. However, in the real world, where prices must be negotiated, producers in poor countries often get paid less, even when they produce exactly the same products for the world market as do producers in richer countries.

TERMS OF TRADE

Even without discriminatory tariffs or discriminatory pricing, countries that export primary goods and import processed goods are likely to be disadvantaged by the fact that the prices they get for their primary goods remains essentially flat while the prices they must pay for their imported processed goods rise rapidly.

SUBSIDIES AND DUMPING

Many countries subsidize selected food producers, directly or indirectly, resulting in overproduction in those sectors. To relieve the glut, some of these countries “dump” the products into poor countries. Reducing tariffs on primary commodities makes it easier for rich countries to dump their primary commodities into poor countries.

“Dumping” is sometimes taken to mean the products are sold at less than the cost of production. However, according to the Agreement on Implementation of Article VI of the General Agreement on Tariffs and Trade 1994, “a product is to be considered as being dumped, i.e. introduced into the commerce of another country at less than its normal value, if the export price of the product exported from one country to another is less than the comparable price, in the ordinary course of trade, for the like product when destined for consumption in the exporting country. ” See http://www.wto.org/english/docs_e/legal_e/19-adp_01_e.htm This means that dumping occurs when an exported product is sold at a lower price than the price at which it is sold in the exporting country.

Dumping can do severe harm to food producers in the receiving countries. Since much of the employment in poorer countries is in small-scale food production, dumping can reduce the incomes of large parts of the population, thus reducing their food security. Dumping also can lead to excessive dependency of consumers on these under-priced products, and subject them to considerable harm if the flow is interrupted.

Large shares of the subsidies that are provided go to larger producers or those who are well off and have reasonable alternatives. They receive subsidies primarily as a result of their political power rather than their need. These subsidies should be sharply reduced or eliminated.

The subsidies to poor, small-scale producers who have few alternative means of livelihood are a different matter. These producers may be inefficient by common economic criteria. However, subsidizing them may be good public policy. In many countries, subsidies to small-scale food producers are part of the social safety net. For this purpose, subsidies to small-scale food producers can be very cost effective. While subsidies to small-scale producers are not economically efficient, they may be socially efficient.

VULNERABLE SMALL SCALE PRODUCERS

Even in the absence of subsidies or discriminatory tariffs, the pressure to open their domestic markets to foreign food suppliers may disadvantage poor countries. Food producers in poor countries may not be able to compete with the imports, with the result that their incomes plummet, destroying their food security.

In countries in which a large portion of the population depends on small-scale food production for their livelihood, the effect of cheap imports can be devastating. The protection of small producers may appear to be economically inefficient in some frameworks of analysis, but from a social perspective it may be good policy. Until alternative means of livelihood can be assured, providing protection against cheap food imports may be just as sensible as subsidizing small-scale producers.

BIAS FAVORING MARKETED GOODS

When small scale food production is used for direct consumption, and not exchanged, the value of the product usually is not recorded in national accounts. This failure to record the value of non-marketed foods contributes to the skew of policy in favor of food as a commodity, especially for international trade.

Women are more likely than men to be the producers of food for direct subsistence, and they are the sole producers of breastmilk. The failure to count the value of these forms of production, like the failure to count the value of household work or child care, means undervaluing women’s work. The accounting bias in favor of goods that are bought and sold, and the associated invisibility of subsistence production, correlates with a bias against women. (See Solveig Francis, Selma James, Phoebe Jones Schellenberg and Nina Lopez-Jones, The Milk of Human Kindness – Defending breastfeeding from the global market & the AIDS industry, Philadelphia, Pennsylvania: Crossroads Press, 2002).
Similarly, the failure to carefully measure and value the environmental impacts of large scale food production, including both pollution and depletion of resources, results in an inadequate appreciation of the environmental advantages of small scale production. From the perspective of economic, social, and environmental efficiency, the most cost-effective means for assuring food security for all would in most cases be local production for local consumption.

QUESTIONABLE ECONOMIC EFFICIENCY OF LARGE SCALE PRODUCTION

Large scale food production may sometimes be more efficient, but it is motivated more by the way it concentrates the benefits of the work of many into the hands of a few. The steady consolidation of smaller farms and other food production enterprises into a smaller number of large units is mainly about the concentration of income and power, not economic efficiency. Unless specific measures are taken to prevent it, the working of the marketplace inescapably results in consolidation of many small production units into fewer large production units. Those who had been independent operators become unemployed, shift to other sectors, or serve as laborers in the newly consolidated large production units.

FOOD FLOWS MAINLY TOWARD MONEY, NOT NEED

Food trade is not about sending off unneeded surpluses, any more than the trade in automobiles is about getting rid of “extra” automobiles. And it is not about redistributing food to where it is most needed. On balance, food flows from food deficit countries to food surplus countries. The poor feed the rich.

Even when there are no tariffs, subsidies, or other comparable market distorting factors, the market system results in the net flow of food from poorer countries to richer countries. Since it is not controlled by the poor, the money, the “foreign exchange”, that compensates for this flow often is not used to meet their food needs. Thus, governments of countries that devote much of their resources to the production of food for export should take special measures to assure that all their people’s food need are met.

Since food in international trade tends to flow away from needy countries, special measures need to be taken globally to assure the realization of the human right to adequate food in those countries.

THE POOR ARE PRICE TAKERS, NOT PRICE MAKERS

It may be that in the idealized free market all parties are equal, but in reality different countries have different levels of bargaining power. This means not only that some have the capacity to purchase higher volumes and higher qualities of food, but also that some can obtain more favourable prices. Thus, food producers in poorer countries are at a disadvantage even when they produce the same products for the world market as richer countries.

Richer countries promote trade liberalization in a way that suggests it would be beneficial to all, but it would not be equally beneficial. Trade tends to provide its greatest benefits to those who are more powerful. It contributes to the widening of gaps between rich and poor. (See George Kent, “Food Trade and Food Rights”, United Nations Chronicle, Issue 1 (2002).

http://www.un.org/Pubs/chronicle/2002/issue/0102p.27.html)

FOOD SOVEREIGNTY

Under the principle of food sovereignty, under the principle of subsidiarity (decisions should be made at as local a level as possible), and in recognition of their obligations under the human right to adequate food, national governments should not give up control over their own food systems. They should be supported in exercising their own judgment as to when increasing openness to trade or increasing self reliance would best serve their needs. Forced trade is not free trade.

Accordingly, all countries should have the right to set their own criteria regarding the character of the food they import. They should not have to justify their judgments or doubts regarding food quality to anyone outside the country. They may, for example, refuse to import genetically modified foods, or foods whose characteristics they may question for any reason at all.

Similarly, countries should be free to refuse to accept imports based not only on the character of the product, but on other grounds as well. For example, they should be free to refuse to accept products that are likely to be misused because of difficult environmental, sanitary, economic, or other conditions. They should be free to refuse to import foods that are produced through the excessive exploitation of workers or with methods that pollute or deplete the environment.

ILLUSORY BENEFITS

The benefits received from a country’s exports may be greatly diluted by the diversion of a large share of the benefits to owners from outside the country. This diversion may occur through acknowledged profit shares, or it may occur less visibly through transfer pricing, under which prices for exchanges within branches of a corporation are manipulated through accounting practices that benefit the managers and stockholders. Thus, multinational corporations may deal with their subsidiaries in a way designed to maximize the flow of benefits to headquarters, at the expense of the subsidiaries.

PARTICIPATION

All parties within a country that are affected or likely to be affected by a national government’s decisions relating to food trade should have the opportunity to participate in the making of those decisions.

TRANSPARENCY

International trade in food products should be highly transparent, with information on prices, volumes, point of origin, and the nature of the business enterprises involved made readily available. This is important not only to facilitate broad participation in decision-making, but also to make all parties more fully accountable for their actions.

PROTECTION OR COMPENSATION

The promotion of food trade may at times result in displacement or other harm to some food producers, especially small-scale producers. They should be protected from that harm or compensated for it. Vague promises of future benefits are not enough.

PREFERENTIAL TREATMENT OR DEMOCRATIC GOVERNANCE?

Under appropriate management, food trade could make a major contribution toward the realization of the human right to adequate food for all people. For this reason, a good case could be made that poor countries should have a preferential role in the design and management of a new international regime for the governance of food trade. However, it also could be argued that the present system gives preferential treatment to the rich, and that principles of democratic global governance require that all people are equally represented. No matter what the rationale, given the compelling need for decisive action to assure the realization of the human right to adequate food for all people, the poor should be strongly represented in establishing these new arrangements.

THE PRIORITY OF HUMAN RIGHTS

Because of these sorts of considerations, and because food is so essential to human nutrition, health, and general well-being, food trade must be managed on the basis of  the obligation of all states and other actors to respect human rights, particularly the human right to adequate food. The authoritative interpretation of the human right to adequate food may be found in the General Comment on that issue published by the United Nations Committee on Economic, Social, and Cultural Rights in May 1999 (United Nations. Economic and Social Council. Committee on Economic, Social and Cultural Rights. Substantive Issues Arising in the Implementation of the International Covenant on Economic, Social and Cultural Rights: General Comment 12 (Twentieth Session, 1999) The Right to Adequate Food (art. 11) (Geneva: ECOSOC E/C.12/1999/5).

www.unhchr.ch/tbs/doc.nsf/MasterFrameView/3d02758c707031d58025677f003b73b9?Opendocument
The liberalization of food trade through means such as the reduction of tariffs and other obstacles may contribute to the realization of the human right to adequate food under some circumstances, but under other circumstances it may not. The realization of the human right to adequate food must take priority over the liberalization of trade. This is explained in the report of the High Commissioner for Human Rights to the United Nations Economic and Social Council, entitled Globalization and its Impact on the Full Enjoyment of Human Rights (ECN.4/2002/54 of 15 January 2002).

http://www.unhchr.ch/Huridocda/Huridoca.nsf/(Symbol)/E.CN.4.2002.54.En?Opendocument
Food is not just another commodity. It is essential to the well being of every individual. There is an urgent need to create a new international regime governing international trade in food, taking full consideration of the need to assure the realization of the human right to adequate food for all people.
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