International Conference on

GLOBALISATION, FOOD SECURITY
AND : '
SUSTAINABLE AGRICULTURE

30-31 July 1996
New Delhi, India

'US AGRICULTURE POLICY AND THE URUGUAY ROUND:
IMLICATIONS FOR FOOD SECURITY AND GLOBAL DEMOCRACY

Kristin Déwkins

Organised by ' ‘ ’ Co;Spamored by

*Research Foundatien for Science; ) "'T"hird World Network
Technology and Naturzl Resource Policy -

’

*Navdanya *ACTIONAID - India




| IRWAN

"I S AGRICULTURE POLICY AND THE URUGUAY ROUND:

INSTITUTE
for
AGRICULTURE
and
TRADE POLICY

IMPLICATIONS FOR FOOD SECURITY AND GLOBAL DEMOCRACY
By Kristin Dawkins, Director of Research

Presentation before the International Conference on

Globalization, Food Security and Sustainable Agriculture

New Delhi, India
July 30-31, 1996

. The original U.S. proposal for the agriculture negotiations of the Uruguay Round was drafted by

Daniel Amstutz, a life-time executive officer of the Cargill Corpomtion.1 Cargill is the largest grain
trading corporation in the world with 700 facilities in an estimated 48 countries,2 and it did well in
these negotiations. The final Agriculture Agreement of thevUruguay Round succeeds in widening
markets throughout the world for Cargill and other transnational agribusiness corporations while
effectively limiting the access of producers and smaller exporting companies to the global
marketplace -- despite the goals originally expressed in Punta del Este, Uruguay in 1986.

A Brief History of U.S. Farm Policy

Since the 1950s, the largest corporations in the food industry have dominated U.S. agriculture
policy, both domestic and international. Advisory committees packed with more than 825
representatives from the business community provide counsel to the U.S. Trade Representative
regularly.3 As agribusiness interests were accommodated, farmers' interests were sacrificed. The
same pattern holds true worldwide, as industrial agriculture for commercial production and trade

displaces traditional community-based systems of food and fiber production.

In the process of industrializing agriculture, many costs are externalized: the social costs of
disrupting rural community life and increasing dependency, the environmental costs of chemical-
and machinery-based technologies and of the increased transport involved in large scale |
monocultural production for broad distribution or export, and the real costs of exporting raw

commodities priced in a devalued currency and importing processed foods priced in a relatively

1 Resume of Daniel Amstutz.

2 Krebs, A.V. The Corporate Reapers: The Bock of Agribusiness. Essential Books: 1992.

3 Hilliard, Tom. “Trade Advisory Committes: Privleged Access For Polluters.” Public Citizen’s Congress Watch.
December 1991. . : : '
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: "'overvalued currency. As 'The‘ Ecologist putit in théir report on thepolitics of industrial agriculture
"A food system whrch makes highly processed food cheap, and fresh food expensive, is not in the
: '1nterests of producers or consumers it contrrbutes to the problem and costs of ill health, and-. '
. benefits only the food mdustry "4 '
‘Prior to the 1950s U S. agrlculture was organ1zed around the pr1nc1ple of full cost accountlng, -
called "parity” by the farm movement 5 After the: devastatmg "Dust Bowl" of the 19305 - the -
’ _ccolog1cal mamfestatlon of the economic lmpacts of the Great Depressron6 Pres1dent Roosevelt
estabhshed the Commod1ty Credit Corporatlon (CCC) a "non-recourse" loan program which
“forced the grain companles and other food manufacturers and exporters to pay farmers a minimum
prrce 1n the marketplace. When the market price fell below "parrty," a price calculated to rise and -
fall along with farm costs, participating farmers could’ take out a govemment loan worth up to 90
. percent of the ‘parity pnce and w1thhold theit crops unitil ater in the year when prices would usyally "
rise due t0 the w1thold1ng If pnces remamed low, the farmer could keep the loan and the ' '
goverriment kept the crop. The program was ‘highly successful throughout that 20-year penod
farmers rece1ved payment for the1r Crops worth 98.2 percent of the parity pr1ce -99 percent of it
through the marketplace - and most loans were repald with'interest: 7 In fact, the federal
: government had actually made a $13 mﬂhon profit over those 20 years by selhng the stocks that it

had retalned 8 K "
Roosevelt 's New Deal farm programs 1nc1uded two other nnportant elements price ceilings to | |
‘protect consumers and 1nventory control programs that included: regulat10n of 1mports and domestlc_
~ supply management through productlon controls. These programs became law in the Soil - ,
'~ Conservation and Domestic Allotment Act of 1936 and the Ag1cultural Ad_]ustment Act of 1933 By_
the late l940s the Neéew Deal -- which also generated publlcly sponsored industrial jobs through A
 the Natlonal Recovery Act and many other social programs -- came under attack as soc1allst L

g centrahzed planmng, and even "Bolshev1k "9 .

' Dur1ng Dw1ght E1senhower s pres1dency, agrlbusmess contmued to lobby agalnst federal pr1ce

' supports, purportedly "because of their dangers to democratlc government and free compet1t1ve '

4 Another Day Older and Deeper in Debt: The Polmcs of Industrial Agrlculture The. Ecolog1st o, .
-5 Shover, John L. "Popuhsm in the 1930s: The Baittle for the Agricultural Adjustment Act." Presentatlon to the '

- Pacific Coast Branch, American Hisforical Association at UCLA. August 26, 1964. .

6 Worster, Donald. Dust Bowl: The Southern Plains in the’ 1930s. Oxford University Press, New York. 1979

7 Parity: An American Farm Program That Works. The U.S. Farmers Assocmtlon Hampton, Towa. 1978.

8 Krebs, A.V. The Corporate Reapers: The Book of Agribusiness. Essential Books: 1992..

9 Ritchie, Maik. "ngh on the Corporate Hog Farm Subsidies or Agrl-Busmess Subs1d1es'7" Instltute for )
Agnculture and Trade Pohcy June 1995. ,




o enterprlse" but i 1n fact to lower their own costs of purchasmg from farmers the raw materlals of the_ .

food trade. And sure’ enough the U.s. Congress adopted much of Eisenhower's proposals,

o .gradually lowermg prrce supports and initiating the process of dellnklng farm prices from the full
cost of production. From 1955-1977, farmers Were pa1d an average of Just 75. percent of parrty 10

J

' Indeed ‘the phrase agrlbusmess Was comed byJ ohn H Dav1s President Elsenhower s first

As51stant Secretary of Agriculture in charge of prrce supports and marketing -- who later moved to
head up a Harvard Busmess School prOJect endowed by the Corn Products Reﬁmng Corporatron

, (now CpC Internatlonal ). Ina 1956 issue of the Harvard Business Revzew Davis wrote, "In the

dynamic era ahead the term 'farm. problem will become more and more. a misnomer; farm

- vproblems will be recogmzed as.being also busmess problems and v1ce versa. More prec1sely, farmv

problems will be agrlbusmess problems " 11

; _‘For agrrbusrness the problem became one of a "persrstent excess of resources, partlcularly
labor."12 A commiittee of university presrdents economists, and corporate executlves -- from

He1nz -and Hormel, Ford and General Motors American Telephone and Telegraph IBM, and the

ng Ranch, to name just'a few -- declared that the "movement of people from agnculture has not

. ‘been fast enough to take full: advantage of the opportunities ‘that i 1mprovmg farm technologres thus
1ncreas1ng capltal create " Formed in 1942 to help plan the post-war trans1t10n and how to deal
- with the ant1c1pated mass unemployment this Committee for Economic Development (CED)

‘ adv1sed the White House on economic planmng for several decades. 13

In. 1962 the CED recommended "mov1ng off the farm about two rmlllon of the- present farm labor

' ’force plus a number equal t6 a large part of the new entrants who would otherwrse join the farm .

Tabor force." Kenneth Boulding, a prominent agr1cultural econormst from the Umversrty of
M1ch1gan quoted in Amertcan Agriculture News, described the1r plan bluntly: "The only way I

know to get toothpaste out of atubei is to squeeze and the only way to get people out of agrrculture -
1 1s likewise to. squeeze agrrculture If thie toothpaste is thin, you dont have to squeeze very hard;on = . -
‘ the other hand if the toothpaste is th1ck you have to put real pressure on it If you can't get people

10 Krebs AN. The Corporate Reapers The, Book of Agrzbusmess Essentlal Books: 1992,
1 McCune, Wesley. Who's Behind Our'Farm Policy? Frederic A. Praeger New York. 1956.

120pp Adaptive Program for Agnculture " Committee for Economic Development. 1962.

13 Ritchie, Mark. "The Loss of Our Famrly Farms Inev1table Results or Conscious Policies?" ‘Center for Rural
Studles 1981. :



~ out of agrrculture easily, you are go1ng to have to do farmers severe injustice in order to solve the

Pr0blem of allocatlon " 14

’ Throughout the 1960s, they squeezed The U.S. Congress enacted farm- leg1slat10n that contmually )
shifted the percentage of farm income derived from supported market prices to various formsof
government payments to farmers often in conjunctron w1th programs 1ntended to reduce surpluses

o .by removmg land from product1on 15

'By the t1me R1chard Nixon:became Pres1dent the United States faced its first trade def1c1t in 125
: years With the advice- of Cargrll and other gram corporatlons Nixon tried to rebalance U.S. trade.
' by srgmflcantly mcreasmg agricultural exports - not only by devalumg the dollar after decouphng
© +it from the gold standard (as descrlbed earlier in this book) but also, so that the grain exporters
could offer more competltlvely prrced products in the world market by forcmg farm prrces still

lower 16

7

The shock to rural Amenca however forced the Congress at that time. to negotrate a pol1t1cally-

‘ acceptable comprormse taxpayers ‘would offer farmers a "deﬁc1ency payment" 10 partrally

: Icompensate for the lower prices."It: was a cunning pohcy, explams Mark Ritchie, drrector of the
- Institute for Agriculture and Trade Polrcy, "because these payments appeared to be direct subs1d1es- -

- to farmers; but the purpose of the payments was to support farmers who wefe selling their crops to L .

-corporatrons at pl‘lCCS far below the costs of product1on wh10h m fact meant that the real subsidies
- were gomg to agribusiness. It was " he concludes in essence a money laundermg scheme v17
Srnce then, the Congress has perrodlcally set a "target prrce" shghtly above what the grain

- corporat10ns are ‘willing to pay farmers in the market -~ usually about half to two—thlrds of the cost
.of product1on not count1ng externalized environmental costs. In order for some farmersto = . .
surv1ve the federal government then sénds a check to those farmers Who will follow a number of

14 R1tch1e, Mark "The Loss of Our Fanuly Farms Inev1table Results or Consc1ous Pohcres"" Center for Rural
Studies. 1981,

15 History of Agrtcultural Prtce Support and Ad]ustment Programs, 1933-84: Background for 1985 Farm.
Legzslatton United States Department of Agrlculture Econ0m1c Research Service. Agrlculture Inforrnatron Bulletin’

- Number 485. December 1984. ,
16 Krebs, A. V. "Cargill: In the Begmmng it BeGATT " The Agrzbusmess Exammer PrameFlre Rural Actlon o

* September-October 1994. :
_17 Ritchie, Mark: "Free Trade versus Sustalable Agr1culture The Impl1cat10ns of NAFT A." The Ecologzst Volume ,
22 Number 5. September/October 1992 '




- R Deparment of Agnculture rules, to cover the dlfference between the low market pnce and the

' leglslated target prrce ‘the checks are called "def101ency payments "8

,Of course farmers have to cover the rest of the balance - that is, the dlfference between the real
cost of product1on and the target price =- on the1r own. Many depended ‘upon the federal farrn loan
‘ J,system and prrvate bank loans; when interest rates soared-in the 1980s, many thousands went

' bankrupt 19 Others were forced to externalize more and more of the real costs of productron -- by
planting on margmal lands, abusmg the1r own health, and sh1rk1ng other expenses in the family -
_ budget. By the end of the decade, agnbusmess pol1cymakers had succeeded in reducing farm .
7 | prices in the U.S. to about 55 percent of parity, squeezing more t_han 3to 4 million U.S. farm_
* families off their land an’d into the cities. 20 ' "

Dumpmg, Food Ald and Market Expansmn '

The practice of sellmg cheap products abroad at prices below the cost of productron is called
"dumping." Agr1cultural durnpmg has made it impossible for many Third World producers to
“thrive, even in their natiorial markets,21 In conJunctlon with export—orlented cond1t10nal1t1es of
structural adjustment 1mposed by the IMF and World Bank which have obliged many

: governments to convert their domestic food productron to agro -industrial commodity CIops in order
‘to generate foreign exchange with which to pay their debts  dumping has made developmg -
- countries generally dependent upon food 1mports —and extremely vulnerable to ﬂuctuatmg pnces

in the world marketplace.22

o ,S1nce Bretton Woods dumpmg has ‘been consrdered 1llegal Artlcle VIof the otiginal GATT
' agreement defines and condemns dumping, as seen in the text below Atticle XEin the or1g1nal
GATT text ‘permits govemments to adopt domestic supply management even allowmg restrictions

on 1mp0rts that rmght favor domestrc ‘producers, in order to control production levels and av01d thef S

: temptatlon to export surpluses and to reheve cr1t1cal shortages of foodstuffs "23

i N

18 thchre, Maik. "High on the Corporate Hog: Farm Subsrdres or Agrl—Busmess Subsidies?" lnstltute for

Agriculture and Trade Policy: June 1995. .
19 Robbins, William. "The debt crisis eases for some in farm belt." Des Moznes Sunday Regzster January 3 1988 \
-20 National Farmers Union. "Implications of Decouphng " January 1989.

21 watkins, Kevin. "Agrlculture and Food Security in the GATT Uruguay Round " Revzew of Afrtcan Polztzcal
Economy. ROAPE Publications 1991.

22 McMichael, Phlllp “"World food system restructurln g under a GATT reg1me " Polltzcal Geography Volume 12
Number 3. May 1993.

23 General Agreement on Tctrzﬁiv and Trade. Revised 1969 Art1cle ll 2.
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GATT ARTICLE VI Paragraphs 1 and 2: Antr-dumpmg and Countervallmg Dut1es

. 1.The contract1ng parties recognlze that dumprng, by Wthh products of one country are

1ntroduced into the commerce ‘'of another country at less.than the normal value of the
-products, isto be condemned if it causes or threatens material i 1n_]ury to an established
industry in the terrrtory ofa contractmg party or materrally retards the establlshment of a 2
domestic 1ndustry For purposes of this Article, a product i is to be cons1dered asbeing -
introduced into the commerce of an 1mport1ng country at less than 1ts normal value if the
’ pr1ce of the product exported from one country to another - \ |
(a)is less than the comparable pr1ce in the ordmary course of trade for the lrke
product when destined: for consumptron in the exportlng country, or, )
(b) in the absence of such domestlc price, is less-than e1ther )
(i) the highest comparable prrce for the l1ke product for export ot.any thlrd
_ '_ country in the ordlnary course of trade or ' ‘ ,
(11) the cost of productlon of the product in the country of or1g1n plus a

reasonable add1t10n for selhng cost and. proﬁt

Due dlfference shall be made in each case for dlfferences in condrtlons and terms of sale

for d1fferences in taxation, and for other dlfferences affectlng prrce comparabrhty

2.In ordér to offset or prevent dumpmg, a contractlng party may. levy on any dumped
product an anti-dumping, duty not greater in amount than the margin of dumplng inr espect

of such product For the purposes of this. Artrcle the mafgln of dumpmg is the prrce

- d1fference determmed in accordance w1th the provrsrons of paragraph 1.

- General Agreement on Tarzﬁ”s and dee 1969

: ‘From the- beglnnlng, some countrles negotlated exceptlons to, the rules based on the "Protocol of
" Provisional Acceptance " the ﬂexrbrllty clause des1gned to encourage them to  join the GATT
agreement by -excluding pre- existing natronal law from its terms 24 In 1955, the U.S. used th1s

clayse to negotiate a permanent Walver from the GATT Councrl for its domestlc agrlculture

pollcy 25

. 24 Raghavan, Chakravarthl Recolonization: GATT, the Uruguay Round and the Third World Thlrd World Network
.Penang, Malaysia. 1990. .
25 Porter, Jane M. and Douglas E. Bowers. A Short sttory of U.S. Agrtcultural Trade Negotiations. Economlc
_Research Serv1ce, United States Department of Agnculture Washmgton DC August 1989 R ’




‘ In the ensuing decades the 1mpact of agrrcultural surpluses and falhng farm prrces in the Umted
- States rrppled throughout the world. Because of the dominant market position of U.S. food
1ndustry, the U.S. target price becomes a virtual ceiling in the global marketplace 26 Agrrbusmess .
‘ enjoyed low raw materials prices worldwide and cheap U. S. grains flooded marketplaces
‘throughout the world. By 1986, world cereal reserves, held malnly by the U.S. and Europe
reached 3 16 million tons ~- equ1valent to one- quarter of annual- global consumptlon or 2.5 times

annual world trade 27

In 1954 US. Pubhc Law 480 (the Agr1culture Trade Development and Ass1stance Act) was

| '"’enacted to dispose of U. S surpluses abroad. The law created an authority for selhng surplus
commodities for foreign currency, instituted emergency sh1pp1ng for hunger relief, and to barter '
farm products for strateg1c material 28 Billed as a human1tar1an effort, this so- “called "Food A1d" ‘
© was little more than an 1nstrument of foreign pol1cy created to strengthen U. S. exports by 11terally

Y

dumplng agrlcultural surpluses on fore1gn markets

~ Research by the Instrtute for Food and Development Pohcy, better known as "Food Flrst" in -

" vCahfornra shows that the major benefactors of the below cost sales are the large grain companies , -

which captured markets from peasants who experrenced "pr1ce slumps stunted development, and’ |
' ‘ decreased productron as a result of the 1mpossrble competition. Cntlclzed by a wider range of ‘
B social and econormc justice orgamzatlons from around the world, Food Aid expenenced a period
of reform culmmatmg in the 1990 Farm Bill, which moved food distribution from the hands of the

government to those of private voluntary organlzatlons and NGOs. Though the Food Aid program o

" has 1ncreased its effrcrency and d1str1but10n it contlnues to further U.S. agrrbusmess interests. 29

) ‘ For therr part, the Europeans estabhshed thelr Common Agrlculture Policy (CAP) n- the early
. 1960s Part of the Common Market established by the Treaty of Rome, the Common Agrrculture
Policy has never been ,approved- by the GATT Councrl -- but neither was it d1sapproved.30 With a.

26 "Industnahzed Country Farm Prices: Who is Dumpmg”" GATT Brzeﬁng on Agrtculture Food Securzty and the
Uruguay Round. European NGO Network on Agrrculture and Development (RONGEAD). Number 4. November
1990. .
27 Watkins, Kevin. "Agr1culture and Food Securlty in the GATT Uruguay Round " Revzew of Afrtcan Polmcal
~ Economy. Number 50:38-50, ROAPE Publications Ltd. 1991.
28 History of Agricultural Price-Support and Adjustment Programs 1933-84: Background for 1 985 Farm ,
* Legislation. United States Department of Agnculture Economlc Research Service. Agrrculture Informanon Bulletin | -
Number 485. December 1984.
29The Hlstory of Food A1d " Instltute for Food and Development Pohcy F. ood First Publzcutlon Wlnter
1995.
30 Raghavan, Chakravarthl Recolonization: GATT the Uruguay Round and the Thzrd World Third World Network
‘ Penang, Malaysm 1990 .



Common External Tariff and pOlicies gradually eliminating internal barriers to trade, many'

” - European countries became agrlculturally self—sufflclent by 1968 and surpluses began to

- accumulate there t00.31 The CAP featured a two-tier price system a higher price in the 1nternal
market protected by a "variable levy" to- drscourage cheaper 1mports and another with whrch to -

expand their overseas markets.32 _

Throughout the 1970s both U S and European exporters en] oyed expandlng markets inthe Th1rd‘
‘World where demand was spurred by-a flood of petrodollars?’3 and the two competed mtensely

" Between 1978 and 1981, there wefe as many unfair trade complamts filed at the GATT than in the
prior 30 years altogether 341n the early 1980s, the Europeans gamed against U.S. exporters ’

- thanks to the- Reagan dollar which reached an all-time high in 1985 When the value of the dollar
fell shortly thereafter, the U.S.- exporters- en] oyed a boost in the1r competrtlve pos1t10n.3s.

: ‘In 1985, the U: S Congress created a new subs1dy for U S. agrrbusmess pa1d by the taxpayers
~ Under the Food Security Act the new Export Enhancement Program would brmg the price of
certain exports further below the already. low world price -~ ostensrbly to. offset the "unfair
: practrces of European rrvals 36 Also i in 1985 Congress further reduced farm prices, setting some
at levels roughly half the cost of productron anesota s Senator Rudi Boschwitz stated clearly ‘
_that the obJectlve was predatory "If we do not lower our farm prrces to dlscourage these
. developing. countrres from aiming at self rehance now," he told the other mémbers of the U.s.
. Senate; "our world—w1de competrtrve posrtron will continue to slide. n37 By 1989 there were only -
20 corporatrons in the world controlling 94 percent of food trade. The U.S. share of the world
graln market went front 40 percent in 1970 to- about 70 percent in 1980 38 '

' All of thrs dumplng became legal with the conclsion of the. Uruguay Round negotratlons of the
A GATT Under the new agreement stgned in April 1994 countrles are obhged overa period of eix

31 Porter, Jane M. and Douglas E. Bowers. A Short History of U.S. Agncultural Trade Negottatlons Economlc
Research Service, United States Department of Agriculture. Washington DC. August 1989. : »
. 32 McMichael, Ph111p "World food system restructurmg under a GATT regime." Polztzcal Geography Volume 12
Number 3. May 1993.
33 Porter, Jane M. and. Douglas E. Bowers A Short sttory of U.S. Agrtcultural Trade Negottattons Economlc
Research Service, United States Departiient of Agriculture. Washington DC. August 1989." - .
34 Hudec Robert. "A Statistical Profile of GATT Drsclosure Settlement Cases” Minnesota Journal of Global Trade ‘
Vol.2, 1993. ' :
35 Ames, G. C. w. "U.S. -EC Agrrcultural Pollcres and the GATT Negotlatrons " Agnbusmess Volume 6 Number
4. 1990. g '
36U S. Congress."Agricultural Progress in the Third World and its Effect on U S Farm Exports "
Congressronal Budget Office. Washington D.C. 1989. P ,
37 Boschwitz, Rudy. "Letter to the Editor." Time. March 18, 1985.
38 Krebs, A.V. The Corporate Reapers: The Book of Agribusiness. Essential Books: 1_992:




years to phase out" export subs1d1es by 21 percent in volume and 36 percent in monetary terms
from the 1986-90 base period. 39 But as Indlan farm advocate Vandana Shiva expla1ns "This is
not a removal of sub51d1es It isa perpetuat1on of subsidies. "40 I

In other words "governments may now plan permanently to spend as much as 64 percent of their
 prior outlay to dump as much as 79 percént of the vast tonnage of discounted foods already
dlsruptlng the world marketplace and small farrmng commun1t1es throughout the Thrrd World.
‘Indeed, the U.S. Department of Agrrculture released anew. "Long—Term. Agncultural Trade _
Strategy" in October 1995 that reveals its plans to increase farm exports by 50 percent before the
year 2000 primarily by i 1ncreas1ng promotions and reducrng unfarr" trade barrlers 41 |

«The Uruguay Round does not help. farmers anywhere even in the North The agrlculture
agreement requ1res a 20 percent reduction in each 1ndustr1al1zed natlon s support for domestic
producers over six years 13.3 percent over 10 years for developmg countries. All government
farm programs are to be added up as a smgle monetary value, called the "Aggregate Measure of
Support" (AMS), sumrmng up that country s annual budgetary outlay to support agr1cultural
producers with certaln exceptions. 42 Tnthe U.S., agr1bus1ness and 1ts friends in the Congress
*have used the comrmtment tophase down the AMS to demand cutbacks in several support '
programs that encourage conservation, wetlands protect1on and other env1ronmentally—fr1endly o
practlces on the farm. 43 '
In some ‘ways, the AMS i isa clas51c econormc 1nstrument " It obliges pohcymakers to monetlze
' serv1ces hl(e environmental protectron arid then, calhng it a subsrdy, pretend that its reductron will.
have a pos1t1ve result. But, as Shiva points out, because the AMSis literally an, aggregate

measure, "Northern countrles can actually increase subs1d1es n specrﬁc 1tems in wh1ch they have a

[ P

i 39 F mal Act Embodyzng the Results of the Uruguay Round of Multllateral Trade Negotiations. Mult11atera1 Trade
Negotiations, The Uruguay Round GATT Secretarlat Gevena, Switzerland. Specml Dlstrlbutlon 15 December o

.. 1993,

40 Sh1va, ‘Vandana. "Indian government falls to protect natlonal interests: GATT Treaty will hurt farmers but proﬁt
agribusiness."” Third World Resurgence. Third World Network. Penang, Malays1a Issue Number 41.4 anuary 1994,
41 "Farm Scene " Associated Press. October 26, 1995. ;
42 Final Act ‘Embodying the Results of the Uruguay Round of Multzlateral Trade Negotiations. Multilateral Trade
- Negotiations, The Uruguay Round GATT Secretanat Gevena, Swrtzerland Special Dlstrrbutron 15 December '
- 1993. . . ,

43 "Study Points to Conservatron Reserve Program 'Land Grab'." Campalgn for, Sustamable Agrlculture
September 28, 1995. : :



comparative advantage, if they reduce it enough in commodities where they are the m_onopoly' .

'supplier's and do not need to be competitive in order to get markets - such as foodgrains."44 -

, The u. S Department of Agrrculture frankly acknowledged in its summary of the agreement that

"No changes would be requlred in U.S. pohcres to meet a cut in total 1nternal support of 20 percent

over 6 years Both U.S. def1c1ency payments-and the [European Union' s] direct payments under. .-
‘its ‘Common Agr1cultural Pohcy (CAP) would be exempt from reductlon comrmtments"45 thanks
to language negotiated- among these two maj or players exempt1ng 1ncome support for farmers if.

~ that support is de- l1nked from productron 46

.. This results in the Us, and 1ndeed throughout the - world str1k1ngly resemble developments inthe
.-ancient Roman Empire: more than a thousand:» years .ago. Th1s descrrptron comes’ from a booklet -
‘_'Gram through the. Ages pubhshed in 1927 by the Quaker Oats Company, one of the brgger gra1n '

» traders

"One reaSOn fo-‘r'the decline of grain farmjng in Italy was the importatfon of grain into Rome "
| from the. rich- grarn lands of Sicily and Egypt. In SlClly these grain lands had been 4
appropnated by rich men and scheming polrt1c1ans who farmed them with slave labour. As -
a result the. markets of Rome were flooded with cheap gram Graln became so cheap that
" the farmers who Stlll owned small pleces of land could not get enough money for the grain
they ra1sed to support their farmhes and pay their taxes: They wete forced to,turn their *
farms over to rich landowners On the land of Italy, slave gangs worked under overseers
and took the place of the old Roman: farmers, the. very ‘backbone of the state. The farmers
- after their land had been lost went 1nto the c1ty walls, leaving the scythe and. the plough
They worked now and then at a small wage. They ate mostly bread made of wheat which
‘was dlstrlbuted to them by any pohtrcran who wanted their votes at an election. They 11ved :
,‘ in.great lodglng houses, three or four stories hrgh The land itself became poor. The use of .
| slaves meant that the land was badly worked because the slaves did as 11ttle as they poss1bly

: 'could unless they were under the eye of the overseer."

4. Sh1va Vandana. "Indian government fa1ls to protect national interests: GATT Treaty w1ll hurt farmers but proflt

" “agribusiness." Third World Resurgence. Third World Network. Penang, Malays1a Issue Number 41. January 1994.

45 ys. Department of Agrlculture The Uruguay Round and U.S. Agrzculture Washmgton DC. December 17
1994,

46 Final Act Embodymg the Results of the U ruguay Round of Multilateral Trade Negottatlons Multilateral Trade
Negotratrons The Uruguay Round.GATT Secretanat Gevena, Switzerland. Spec1a1 Drstrrbutlon 15 December

1993.
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In short reduc1ng farm support through the AMS was supposed to molhfy Thlrd World producers .

demandmg access to markets w1th1n the U.S. and Europe But in fact, as a result of the Uruguay '

Round, the maJor agrrcultural corporat1ons have perrmss1on to contrnue dumpmg while taxpayers

- worldwide are supposed to take on the responsibility of ass1st1ng otherwrse 1mpoverlshed farmers
‘with welfare payments or "the dole" -- harmmg not only farmers of the North'and South ‘but also

* consumers and the envrronment 47 Of course, U.S. and European taxpayers are 1ncreas1ng1y

reluctant to pay these costs whrle in most cases, _developing countries cannot even contemplate

" such a sub51dy

The Uruguay Round agreement commlts the part1es to a "peace clause for the six years of the o

“phase-out" period, meanmg all other governments agreed not to challenge the: 1mplementat10n of e L

these terms for the durat10n It remains to. be seen how producers worldw1de and thelr

governments prepare for the end of the peace clause in the year 2000

~ Under GATT Artrcle VL, a government that was found to be m]ured by the dumpmg of overly- :

‘ cheap goods can offset the economic, damage by chargmg countervarlmg duties on them at the -
‘border. But ant1-dump1ng duties en.agricultural products have never been assessed --in part
because the Protocol for Prov1s1ona1 Acceptance perrmtted countries to continue pre- GATT pohcres'

~ and in part because the governments often benefited from the opportumty to distribute cheap foods - - -
- ‘while the actual 1nJured parties were peasants with little political clout. The GATT‘s prov1s10ns for

“anti- dumpmg" have been w1dely apphed in dlsputes over trade in industrial goods

U.S. anti- dumpiﬁg"law dates back to -1916 and has been used most frequently by the domestic stleel.,v
A 1ndustry to protect rtself against imports, in many cases more cheaply produced by lower-wage - )
~ ‘workers. Because a petition for an antr-dumpmg investigation is initiated by the concemed private

- rndustry usually one w1th strong political constituencies, there is a strong 1ncent1ve for the:

o government to find both price discrimination and i 1nJury to the 1ndustry and order the 1mpos1t10n of

antr-dumpmg duties. 48

Calculation of the‘ duty_is then the discretionary task of a government agency; in the case of the
U.S., it is the Department of Commerce which monetizes the extent of the injury. ‘There are
‘numerous subJectrve judgements to be made. For example at times the agency must compare i

) prlces for "such and similar" products between countrres that are not 1dent1ca1 at times it must

47 National Farmers Union. "Imphcatlons of Decouphng "J anuary 1989 ‘

48 Llpstem Robert A. "It's Time to Dump the Dumping Laws." International Economzc Inszghts Instltute for
International Economics. Washington DC: November/December 1993 :
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: adjust ¢osts to accommodate the "level of trade” as the dumped product affects for exétmple a
; manufacturer d1fferently than a dlstr1butor of the same product; at times the agency assumes a |
i requ1s1te 'rate of return” -- in the case of the U. S 18 .8 percent is added.— over and above the real
costs of product1on as 1ntegra1 to the domestrc prrce 49 ' ‘ '
: .Other factors too w111 alter the calculation of 1nJury as well as the 1mpact of antr-dumprng dutles
_volatile exchange rates in partrcular 50 Depreciation of the U.S. dollar in the past decade has
greatly affected prrces in relatlve terms, with differing 1mpacts France and other European '
' countries, for example view the depreciating dollar as predatory, 1n that it makes dollar-
o denommated competing U.S: products lower priced. J. apan on the other hand has 1ncreased its
compet1t1v1ty relative to the U.S. because the price of oil, wh10h is generally purchased w1th ,
- dollars, has gone down; J apan has reduced its 011 expenses by half since: 1985 011 exporters on_ |

) the other hand have lost s1gn1f1cant revenues. 51

The U S. cod1f1ed its rrght to’ deterrmne umlaterally when other countrres have dumped goods with S

the passage of Section 301 of the Trade Act of 1974. This law and subsequent amendments,

' ‘espemally the- mfamous "Super 301" in the Omnibus Trade and Compet1t1veness Act of 1988, .

create "a domestic legal mechanism Whereby the Umted States can act unilaterally against forergn ’

trade practrces explams analyst Donna Vogt of the Con gressmnal Research Serv1ce at the U.S.

" Library of Congress In fact, she notes, under Super 301 a trade practlce "can be defined as unfalr '
“even if it doesn t vrolate a trade agreement but is consrdered otherwise unfair and 1nequ1table '

-and a burden to U.Ss. commerce."52 It enables- domest1c producers 0 petition the U.S. Trade

Representatrve about the ' "unfair practrces of’ other countries; if the Trade Representatlve agrees,

- retal1atory actions can be taken agamst the foreign countrres exports w1thout wa1t1ng fora

' Judgement from a GATT dlspute panel. 53

- Developmg countries and the1r advocates ob]ect to the- Un1ted States 301 laws, seeing them as d1d |
the U. S. Trade Representatrve durmg the Bush Adrmmstratron Carla HlllS ‘who acknowledged

49 ibid.- _ :

50 Stewart Terence P. "The Important Function of Ant1dump1ng Laws Intematwnal Economlc Inszghts Inst1tute S
for Internatlonal Economics. Washington DC. November/December 1993.. S
51 Wanzenberg, Brad. "Reducing the External Imbalance: The Limits of Dollar Deprec1at10n asa Polrcy Tool "
Swords and Plowshares: A Chronicle of Intemattonal Affairs. Volume 3, Number 1. American Unlver51ty r
Washington DC. Fall 1993.

, 52 Vogt, Donna U. Addressing Unfair Trade: Agrzcultural Cases Under sectton 301 of the Trade Act of 1974: CRS

- Report for Congress. Congressional Research Service, the Library of Congress. September 11,1989. C
33 -Raghavan,; Chakravarthi. Recolonization: GATT, the Uruguay Round and the Third World Th1rd World N etwork.

. Penang, Malays1a 1990 ) } ,
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“using a crowbar" to pry open markets of mterest to the Unrted States 54 Only multllateral treatres' ‘_
“with wide if not unrversal part1c1pat10n and s1gn1fy1ng a global consensus, should be able o
restrict or prohibit processes that have negatlve effects on the world's env1ronment countered a °
| representatrve of Th1rd World Network in news analyses of the pre—negot1at10n bargamrng for
greenmg the GATT "...the trade optlon as a way of enforcement should be the exceptron rather ,
than the rule. "55 o '
In 1990 the former European Agrrcultural Comrmssroner wrote the D1rector General of the GATT:
a letter 1ntended to move the stalemated negotlatrons forward with recommendatrons for "clear, fa1r_.
* rules of global trade ...to’ maintain peaceful relations among nations." Among his | '
recommendatlons Sicco Mansholt commented that most of the proposals.-for convertlng all farm :
| support to a s1ngle monetary value, the Aggregate Measures of Support, ‘were based on the idea

that the world price was an approprlate reference point to which all countrres should strive to

B 'reduce their domestic prlces therefore, he wrote, ‘the AMS "may be 1n violation of GATT anti-

-

dumprng rules if world prrces are below the cost of. productron "56-

Indeed, until l996 world prices were consrstently well below the cost of productlon due i 1n large -
.' part to U.S. subs1d1es of agr1bus1ness exporters. Suddenly this year, however, prrces for wheat
and corn have doubled as available stocks have fallen to post-World War II record lows; some :

: ,analysts predlct the U.S. may run out of corn entrrely before the fall harvest The quu1d1at1on of
. graln reserves in recent years, consistent. with market—orrented food policies, have ehmmated buffer
" stocks which could have helped stabrhze global prices, desp1te the season's severe. droughts, cases

of d1seased crops , and other drsturbances in product1on 57 -

: .' Furthermore unpredrcted changes in patterns of food trade caused by the Uruguay Round,
NAFTA, and other recent policies have created food-deficit regions where farmers prevrously
could accommodate local needs Mex1co for example produced 2.5 million tons less corn in 1995

‘thanin 1994 assummg that 1mports from the U.S. would be cheaper and more eff1c1ent than

Vo

54Raghavan, Charkravarthr "Trade J anus—faced U S. trade pohcy " SUNS South-North Development Monitor.
Number 3239. February 18, 1994. ‘ o
55 Third World Network. "Trade: Envrronment debate hottlng up?" S UNS South North Development Momtor :
Number 3227. February 2, 1994.

.. 56 Letter from S. Mansholt, former European Agncultural Commissioner to Mr. Dunkel, Director General of the

GATT Published in "Gentle Trade," GATT Briefing on the GATT, Uruguay Round, and Agriculture. Number
1 European NGO Network on Agriculture and Development (RONGEAD.) Lyon, France. June 1990 : '

57 thchle, Mark. "The loommg food crisis." Journal of Commerce May lO 1996.
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- domestlc product1on accordmg to the theory of ' comparatwe advantage."58 But with- the 1994

devaluatron of the peso, this theory proved false. Mexrco had to import 2. 5 nnlhon tons of hlgher »

‘ prlced corn from the U.S. In 1996, this demand is expected to grow to 4 million tons. Because the
U.S. fl]lflllS gram exports to Europe and J apan ﬁrst Mexrco faces the threat of wrdespread hunger

| ~ ifthe U.S. cannot meet its comrmtments 59 ' ' '

' Food Safety and Democratlzatmn : o , R - 3

The Organization for Economlc Cooperat1on and Development is promotmg "harmomzauon “the .

ldea global standard—settlng bodies should dictate food safety and other regulatory poh01es to which

WTO member nat10na1 governments should conform 60 Unfortunately, global institutions have .

E evolved faster than civil society has been able to articulate and 1mplement participatory democratlc

- vstructures of global: governance Asa result many global 1nst1tut10ns are undemocrauc - even .

N worse, they are captured by commerc1al 1nterests whose goals are prec1sely the externahzat1on of

B costs in order to. gam compet1t1ve advantage

Even the mlss1on of the Codex Al1mentar10us Comrmss1on an’ agency of the U.N. Food and
. Agr1culture Orgamzatron and the World Health Organ1zat1on isto harmomze 1nternat10nal .
standards for the explicit purpose of: fac111tat1ng food trade. 61. Codex is tied closely to transnat10nal o
food’ corporat1ons Upon its founding i 1n the 1962, the U.S. food 1ndustry financed the U S. L
- government's partlcrpatlon in'Codex. In 1989; the official U.S. delegatlon to Codex Ahmentanous

‘in 1989 included three executlves of the Nestle Corporatlon and one each from Coca Cola Pepsi, |
_ Hershey, CPC Internat10na1 Ralston Purina,-and Kraft -- as well as representatlves of the Grocery
B ‘Manufacturers of America, the: Food Marketmg Institute, the Amerlcan Frozen Food Institute, the - -
. Food Processors Association, and the Association of Cereal Chermsts 62 Half of the official _
’ delegates on both the U.S. and the United Krngdom delegatlons at that year's Nutrltlon Comrmttee ‘

\meetlng were corporate officials. 63 S : R

58 Appendml Klrsten Dela mﬂpa a los tortlbonos La restructuracion de la pohtrca alimentaria en

Mexico. El Colegio de Mexico/United Nations Research Isntitute for Social Development 1992.
_59 Suppati, Steve, “Mexican Corn, NAFTA: and Hunger Sustainable Food Security Fact Sheet Number 3.
‘Institute for Agriculture and Trade Policy. Minneapolis, Minnesota. May 1996. ]

60 Campbell Laura B. International Environmental Standards: Their Role in Mutual Recogmtton of Ecolabelling
Schemes.. Prepared for the OECD Workshop on Ecolabelhng and Internatlonal Trade. Unlted N atlons Envrronment
Programme. October 6-7, 1994,

61 Lang, Tim. "Codex Alimentarioiis Commission: The Consumer Challenge Presented at the Internatlonal
Organization of Consumers Ul’llOIlS, February 1994.

.62y Delegatlon to Codex Alimentarious,” Appendix to. "Tradmg Away Our Environment: Global .

: 'Harmomzatlon of Pesticide Laws and other Environmental Regulations at GATT," by Mark Ritchie.. (Insutute for
Agnculture and Trade Policy and the National Toxics Campaign Fund, May 1990.) .
63 Tim- Lang and M1ke Rayner, "Meeting About Codex, 6 December 1991

14




| R Dur1ng that two-year perrod of meetings, referred to as Codex s 19th Sess1on from 1989 1991, a
~ total of 445 1ndustry representatlves served on natronal delegatlons ‘compared to only 8

- representat1ves of publ1c interest non- governmental orgamzatlons 64 At the 1995 meetmg, the

U S. instructed its 19 delegates representrng various corporatrons to lobby the delegates of other

' countrles regardlng three 1mportant votes on the deﬁnltlon of' sound science” and the health risks |

“of us1ng hormones to promote growth in beef cattlé and milk productlon in da.1ry cows. 65

-Grven th;s degree of corporate 1nﬂuence itis' not surprrsmg that many Codex standards are -
relatively weak. For the U.S., some 20 percent of more than 1,200 standards for maximum

. resrdue limits of pestlcldes on foods are sub]ect to challenge under these rules66 Codex. allows
levels of toxins: .such as DDT and Heptachlor up to 50 tunes greater on some food products than .

- Us. law perrmts 67 ' 7 '

A

| Yet under the Uruguay Round Agreement on the Apphcat1on of Sanltary and Phytosamtary
»'Measures (SPS) governments must br1ng more stringent national and sub- federal regulatrons for

, food safety into conformance with the weaker standard If one country let's say a country usmg

such pest1c1des 1nten31vely -- chooses to challenge another country s more strrngent law as a barrier -

to trade a W Io dlspute panel is instructed to determlne whether the country w1th str1cter standards a

can prove that those standards are; ,
. necessary" for the protectlon of human anlmal or plant l1fe and
. based on' sc1ent1f1c pr1n01ples and not mamtalned ‘without sufficient scientific
 evidence;"08 or.where such evidence i is: insufficient; they may provrsronally' ‘adopt
: re gulatlons based on' "available pertinent information" while seeking information "for a

'more ob]ectrve assessment of rrsk" and a subsequent review. 69 _

64 Natalie Avery, Martme Drake, and T1m Lang, 'Cracklng the Codex: An Analysrs of Who Sets World Standards" ~
: (Nat10na1 Food Alliance, April 1993.)
;65 Rodney E. Leonard. "Codex at the Crossroads Conﬂlct on Trade, Health" (Commumty Nutrition Institute, 14
- July 1995.) ‘
66 "Internatlonal Food Safety Comparrson of U.S. and Codex Pest101de Standards“ (U S. General Accountmg
Office, August 1991.) °
67 Goldman, Patti and chhard Wlles Tradmg Away US. F ood Safety Public Cltrzen and the Envrronmental
Workmg ‘Group: Washington DC. April 1994. -

* 68 Final Act of the Uruguay Round Agreement on the Appllcanon of Samtary and Phytosamtary Measure Art1c1e _ )
2.2, April 1994. ‘

69 Final Act of the’ Uruguay Round, Agreement on the Apphcatlon of Sanltary and Phytosamtary Measures, Art1c1e
»5 7, April 1994 :
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But what is "necessary" or"'scientific --and who should make such a deternnnatron‘7 A few yéars .
ago, Canada charged that a U.S. law banning the 1mportat10n manufacture and use of asbestos .
" was a barrier to trade on just these grounds -~ a measure the EPA est1mated would save nearly
1 900 lives by the end of this decade. Quebec a province with a substant1a1 interest in asbestos
E mmmg, led the opposmon argumg that a ban was not the least—trade dlstortmg alternatrve In

. .October 1991, the US Court of Appeals upheld the Canadian obJectlon because the EPA had

a re]ected less trade- d1stort1ng alternatives that. were "less burdensome to 1ndustry " 70 The European .'
* Union has lrsted the Delaney Clause, a U.S. "zero tolerance law proh1b1t1ng food add1t1ves known
to cause cancer in laboratory mlce in its annual report on U S. trade barriers.”1 '
) E Any' government (whether national or. sub -federal) that' wishes to defend more stringent' -health and
- . food safety standards -- usually achieved through consumer act1v1sm and the legislative. process =
___ bears the burden of proof. A government wishing.to defend'more strmgent regulation will hkely
bear the burden of provmg that the regulatron is both necessary and scientific. Where a government .

co is, less protectlve of health, the GATT has no Jurlsdlctlon Thus, the net effect of the GATT/Codex

standard-settlng regnne may be to health and safety regulatlon toa least common denomlnator

If the higher standatds are not successfully defen'ded-’ they must be re\'/oked or that gover'nment
miay face retaliation. Yet that government may not be the strongest defender of pohc1es that .
internalize the po]luters costs or otherwise block harmful productlon U.S. Trade Representatlve
' Carla Hills, for example;, used the threat of trade retaliation very effect1vely against the State of
Cahforma's "Big Green initiative in 1989, whlch would have banned pesticides known to cause -
cancer. or birth defects and prohlbrted numerous other env1ronmenta11y destructive act1v1t1es Th1s
tough legislation could set off an 1nternat10na1 trade war, she said.72 (It lost ).

More recently, in June 1995 the European Union's agriculture .commissioner announced that the
new SPS rules obliged him to. recon51der the EU's ban on imports of genetlcally—englneered beef
- hormones the "situation needs to be reassessed from a scientific pomt of view," he said. His
counterpart in the U.S. 1ns1sted that the "United States will not accept the use of unsound s01ence
to restrlct trade.... None of us can afford to have un]ustrfled samtary regulatlons become the next.
predomlnant trade barrler " Another UsS. off1c1a1 conflrmed that the U S. would take the EU to the :

70 Shrybman, Steven. "Tradlng Away the Envxronment " World Polzcy Journal New York. W1nter 1991-
92. . .
N Goldman, Patti and Rlchard Wiles. Tradmg Away U. S. Food. Safety Pubhc C1t1zen and the »

- Environmental Working Group. Washington DC. April 1994. _ :

_72 Liebert, Larry. "U.S. To Probe 'Big Green' Initiative: Adnnmstratlon Worrled About Effects on Trade San
_ Franczsca Chronicle. July 11, 1990 ‘ o , .
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"~ WTO on this matter which costs U.S. beef producers $100 million per year ln Tost sales 73 of
course, by the same token the EU ban earns $100 rmlhon for other beef producers -- and grants
European consumers the right to be free of the genet1cally engmeered hormones, consistent with

-

the precautronary prmmple

Unlrke the Uruguay Round‘s SPS agreement S reference to Codex the Uruguay Round -
Agreement on Technical Barrlers to Trade (TBT) does not refer to whrch international. standards
governments must harmonlze the1r domestlc pohcles However it does say that countries "shall
.. relevant 1nternatrona1 standards" as a basis for natronal regulatlons and standards ==
. 1nclud1ng packaging, marketlng and labeling requlrements and procedures for assessment " Here
too, national governments bear the: burden of .proof: 1f their domestrc standards create barrrers to. -
fore1 gn exporters; they must prove that ‘ . -
¢ "like" domestic products are regulated in the 1dent1cal fashlon and
~ * the.domestic re gulatlon is not "more trade restrrctlve than necessary" to fulfill a
‘ "legltlmate national obJectlve 4 ‘ |
' The Internatlonal Standard1zat10n Orgamzahon (ISO) is certamly the largest standard—settmg
orgamzat1on in the world Created in 1946 by the governments of 25 countries to "fac111tate the - .
1nternat10nal coordlnatron and unification of industrial standards," the ISO has more than 100 ‘
“members, each representmg the "national body most representatrve of standardrzatlon inits.
country." Although acting as natronal representatrves 30 percent of the appornted members are
private 1nst1tutrons 75 And industry influence is evident: representatlves of the Merck and Bayer
pharmaceutrcal companres for example Serve as chairs for two subcomrmttees of the ISO -

technical committee charged W1th draw1ng up env1ronmental management standards.”6

Whether or not the WTO is used eventually to obhge governments to enforce the use of ISO
+standards, Wthh are otherwise voluntary and directed at producers ISO-certified companres are

lrkely to dommate global trade Already, corporatrons have found ISO cert1f1cat1on of quahty

v

I

" 13 Peter M. Tlrschwell "EU Officml Wlll Rev1ew Prohibition on Beef Contammg Growth Hormones, Journal of ournal of
Commerce, 5 June 1995,

74 Final Act of the Uruguay Round. Agreement on Techmcal Barriers to Trade, Article 2, Aprrl 1994.

75 Campbell Laura B. International Enwronmental Standards: Thezr Role in Mutual Recognition of Ecolabelling
- Schemes.. Prepared for thé OECD Workshop on Ecolabelhng and Internatlonal Trade. Unlted Nations Environment
Programme. October 6-7, 1994.
- 76 Roht-Arriaza , Naomi. "Sthtmg the Point of Regulatlon The International Organlzatlon for Standardization and
Global Lawmaking on Trade and Env1ronment " Ecology Law Quarterly Volume 22, Number 3. Unlver31ty of
Cahforma, Berkeley 1995 ‘
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management as a "de facto reu1rement to do international business 77150 standards are" -
referenced in various d1rect1ves of the European Commumty by federal agencrcs in the U. S.
h government and by many developing countrres to select contractors. And there is leg1s1atron in the
‘ ‘European Union that would requlre all foods labeled ' ‘organic”’ to meet ISO standards by a’
. _certifying agency accredrted bya relevant nat10na1 standards body 8

‘Usmg the WTO to enforce weak standards set by Codex Ahmentarrous or, perhaps in the future
‘those set by the ISO and other international standard—settrng bod1es where corporate interests wield
considerable 1nﬂuence severely undermines democratrc rights. Rod Leonard “director of the
'_'Commumty Nutrition Instrtute in Washlngton DC, has. spent his lrfet1me campa1gnmg for

'. procedural democracyr - decisive roles for the publrc in ‘administrative rule-making; standard- ~-
setting-and: regulatory procedures It may bea un1que American form of gOVernment and an_

s aspect of liberal democracy not availablé to cmzens of most othér countrre’s he recogmzes "but.
the trade agreements adopted in the 1990s are begmmng to focus on how to destroy procedural

.democracy "79 ‘

'~ So too; the WTO and its afﬁliated bureaucracleS‘undernnne the potential "of trade p‘olicy as an

. effective 1nstrument for internalizing envnonmental and social costs. Placmg the burden of proof
- on natiosis to defend hrgher standards creates downward pressure on standards. As a publ1catron of L
the United Nations Research Instltute for Social Development (UNRISD) putit, transnatronal
. corporate "leverage . has allowed them occas1onally to play nations and communrtles off against .
one another in an effort to receive the most advantageous benefit package a dynamrc that generates

'downward harmomzatron of Iabor consumer and envrronmental standards "80

And there is no provision in the Uruguay Round agreement for upwards harmomzatlon Where a
government is less protectlve of health, the, GATT has no jurisdiction and cannot. use the power of
: economlc markets as-an incentive for upgradlng the safety of the world's food supply The
‘ 1ns1drous nature of trade-related harmonlzatlon is revealed ‘

Y

K The World Trade Organization :

_77 Walter, Mary. "ISO-sclerosis." Environmental Solutions. October 1995, .
78 Chris Elliott, Memorandum. to "Interested NGOs," Worldwide Fund for Nature, 15 May 1995.
- Leonard, Rod. "Memorandum re: Procedural Democracy " Communlty Nlltl‘lthl‘l Instltute Washlngton DC
" December 4, 1995.

80 Erlc Kolodner, Transnatlonal Corporatlons Impcdlments or Catalysts of Social Development? (UNRISD 1994)
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Nation-states may find that their sovereignty disappeared (and likewise, citizens may find they
have lost their democratic rights) on January 1, 1995, when the new World Trade Organization
(WTO) entered into force. With the creation of the WTO, the traditions of GATT itself -- flexible
negotiations among consenting parties through a series of negotiating rounds -- have disappeared.
In their place, the WTO will use voting and binding dispute resolution procedures backed by
economic sanctions to enforce its decisions.

Chief among the WTO's characteristics is the legislative and judicial power to address areas that
had formerly been strictly national in scope -- as India's former representative to the GATT put it,
"by a simple semantic strategm of prefixing the adjective 'trade-related' to any area of national
competence." Furthermore, the WTO is a permanent political body and can, with a three-fourths
majority, establish new obligations at any time; under the old GATT, the principle of non-
discrimination gave every country an implicit veto toward any new obligations that might be
proposed.8 1

Instead-of sovereign contracting parties who could choose to participate or not in any of the 180 or
more treaties comprising the earlier GATT system, the WTO has "members" which must agree to
each of the agreements of the Uruguay Round in order to participate in the world trading club at all.
Exclusion is almost unthinkable in today's integrated economy, after a decade of structural
adjustment forced net-food importing dependence and open investment regimes upon most of the
Third World. Indeed, one of the WTO's explicit goals is "achieving greater coherence in global
economic policymaking" with the IMF and the World Bank.82

The WTO even assumed the power to require a Member to "ensure the confomity of its laws,
regulations and administrative proceedings with its obligations as provided" in the Uruguay Round
agreement."83 Under these rules, the WTO can oblige Members to enforce the revision of certain
national, state and local laws -- such as regulations for pesticides, logging from public lands,
recycled paper content, automobile emissions or nutrition labeling -- to minimize their "trade-
restrictive" effects or to bring them into compliance with often weaker international standards.84
According to the Office of the U.S. Trade Representative, even "Indigenous Tribes" recognized

81 Shukla, S.P. "The WTO and the Nation-State." Third World Resurgence. Number 60. Third World Network.
Penang, Malaysia. 1995.

82 Uruguay Round Final Act, Agreement Establishing the World Trade Organization, Article 3.5.

83 Uruguay Round Final Act, Agreement Establishing the World Trade Organization, Article 16.4.

84 Wallach, Lori. "Hidden Dangers of GATT and NAFTA." The Case Against "Free Trade": GATT, NAFTA, and
the Globalization of Corporate Power. Earth Island Press. San Francisco, California. 1993.
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through a century of treaties negotiated according to the U.S. Constitution, will be considered
"sub-federal jurisdictions" under the WTO.85

Disputes resulting over implementation of the Uruguay Round will be decided in secret by panels
of trade experts appointed by government; the rules prohibit the members of a dispute panel from
releasing documents and from disclosing their opinions to the public.86 When a dispute panel
judges that a country's trading behavior or domestic law does not comply with the rules of the
Uruguay Round agreement, the country may bring an appeal before another panel of appointed
appellate judges. Whereas formerly a unanimous opinion of all the GATT contracting parties was
required before retaliatory trade sanctions could be imposed to enforce a dispute panel's finding
(and there were no appeals and no appellate panel - generally, a losing country would negotiate a
satisfactory settlement well before retaliation was proposed87, the new-appellate panel's opinions
after the Uruguay Round will be absolutely binding unless all WTO Members - including
plaintiffs and defendants -- unanimously agree to reject its decision.88

A losing country is supposed to change the offending practices, laws or administrative procedures
within a reasonable period of time. If it fails to do so, the winning country can retaliate by asking
the WTO for permission to suspend a certain amount of its trade with the loser. For example, if a
country refuses to change a food-related law judged to be unnecessarily stringent, it could lose
opportunities to trade in agricultural products with the other country -- or pay an equivalent
monetary compensation. If this penalty is not sufficiently effective, then the winning country can
"cross-retaliate” with sanctions against industrial products and other perhaps more costly sectors of

the economy.89

Sanctions and cross-retaliation are powerful economic instruments. In fact, the mere threat of
sanctions is often sufficient to persuade countries to change their laws or other trade practices.
Sanctions are also a single-sided sword, their effectiveness being relative to the disputing

~ countries' economic dependence, market shares, and import sensitivity.

85 “Resolution on General Agreement on Tariffs and Trade.” Resolution #94-DEN-LG/HRC-134. National Congress
of American Indians. Washington, DC. Noyember, 11994.

86 Uruguay Round Final Act, Understanding on Rules and Procedures Governing the Settlement of Disputes, Article
14.

87 Hudec, Robert E. Developing Countries in the GATT Legal System. Trade Policy Research Centre. Gower
Publishing Company. London. 1987.

88 Uruguay Round Final Act, Understanding on Rules and Procedures Governing the Settlement of Disputes, Article
16.

89 Uruguay Round Final Act, Understanding on Rules and Procedures Governing the Settlement of Disputes, Article
22,
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Nicaragua, for example, won a GATT dispute against the U.S. in the mid-1980s. The panel agreed
that the U.S. had violated GATT Article XIII which prohibits the dicriminatory administration of
quotas. The full GATT Council adopted the panel report in March 1984, implying that the U.S.
should adjust its trading practices or face retaliation.%0 But the Reagan Administration said it had
no intention of complying and instead imposed a complete embargo of all trade with the Sandinista
regime, citing "national security" -- a justification recognized by the GATT in Article XXI.
Nicaragua returned to the panel, asking it to reject the U.S. position, since Nicaragua could not .
possibly threaten the security of the United States. The U.S., joined by the European Community
and other industrialized countries, convincéd the panel to review the case without ruling on the
security considerations of a sovereign state. Limited to determining whether the trade embargo
nullified and impaired commercial benefits to which Nicaragua was entitled, the panel finally
decided not to rule at all -- since the remedy would have allowed Nicaragua to suspend trade with
the U.S., a remedy which was useless under the embargo. No report was ever adopted for this

second pane1.91

As of April 1996, WTO panels were actively considering four disputes, there were two requests
for new panels, and consultations were underway for 14 complaints. Of these 20 cases, 8 involved
agricultural trade 92 The first dispute to reach the appellate stage involved Venezuela and Brazil,
which had complained that U.S. Clean Air Act applied discriminatory standards for reformulated
and conventional gasoline which penalized their exports. The appellate panel -- which includes an
appointee from each of the United States, New Zealand, Germany, Egypt, the Philippines,
Uruguay and Japan93 -- decided against the U.S. On June 19, 1996, in what many observers
considered a test of Washington's commitment to WTO rules, the U.S. announced that "it is the

intention of the United States to comply" with the panel's findings.%*

In another case, however, the U.S. did not prove to be so compliant. A 1995 dispute panel issued
a complicated ruling that found that most of three U.S. laws regulating automobile gasoline
consumption were consistent with the GATT. The three were laws to implement the Clean Air Act
of 1990, including the Corporate Average Fuel Economy (CAFE) standards, a tax on "gas

90 Basic Instruments and Selected Documents, GATT Series. 31st Supp., p. 67. 1985.

91 Hudec, Robert E. Enforcing International Trade Law: The Evolution of the Modern GATT Legal System.
Butterworth Legal Publishers. 1991.

92 "Overvciw of dispute settlement at the WTO." Focus. Information and Media Relations Division of the
WTO. Geneva, Switzerland. May 1996.

93 "EU Gives Up Demands; WTO OKs Members of Appeals Body." Journal of Commerce. November 30,.1995.

94 "7 S. to conform with WTO ruling on gasoline imports." Reuters. Environmental Network News. June
19, 1996.
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guzzlers," and a tax on "luxury" cars costing more than $30,000. The European Union had argued
in support of manufacturers of the Mercedes, BMW, and other large or fast models that the U.S.
laws were discriminatory and violated GATT's Article III requiring National Treatment. The panel
decided that, of several aspects of the CAFE standards that do violate Article III, all but one could
be considered legal "exceptions” under GATT Article XX, which allows exceptions when "the
conservation of exhaustible natural resources" are at stake as long as the restriction applies

domestically as well. 95

But one aspect would not qualify for the Article XX exception for "conservation": a clause
requiring manufacturers to produce cars that across their domestic and foreign fleets as a whole
average 27-miles-per-gallon -- on grounds that the provision regulates manufacturers instead of the
actual traded product. In response to this finding, the U.S. announced that because the GATT-
illegal fleet-averaging rules "do not have any actual economic impact on EU auto manufacturers,
and therefore no trade damage results from this requirement, Ambassador Kantor said that the
United States does not intend to make any changes in the CAFE rules."96

Conclusion
Whether or not the U.S. intends to comply with other GATT rules and WTO findings in the future

is an open question. Bob Dole, the leading Republican contender for the United States presidency,
has made it clear that if the WTO decides against perceived national interests three times, the U.S.
Congress should move to withdraw from membership in the WTO altogether.97

But what is the national interest? In testimony-before a committee of the U.S. Congress in 1994,
consumer advocate Ralph Nader asserted that the rules of the World Trade Organization constitute
"a Corporate Bill of Rights." The Uruguay Round agreements, he said, "would strengthen and
formalize a world economic government dominated by giant corporations, without a correlative

democratic rule of law to hold this economic government accountable."98

All too often, critics of the unquestionably skewed world food system blame the farmers for
defending their support programs or demanding higher farm prices. But in fact, North American

95 Press Release. "U.S. Fuel Conservation Measures Upheld by GATT Panel." Office of the U.S. Trade
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97 Maggs, John. "The 'sore loser' commission." Journal of Commerce. May 16, 1996.
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House Ways and Means Committee." Washington DC, February 1, 1994.
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farmers get only 4 cents out of every consumer dollar spent on food; for the rest, about 20 percent
goes to the government, 21 percent to the retail store, 26 percent to the processers and 29 percent
to the brokers, traders and shippers.?9 A farmer must produce and sell 104 pounds of corn to buy
a 25-ounce package of corn flakes, or 93 pounds of potatoes to order a 3-ounce dish of potato
skins with melted cheese.100 |

Nor do the consumers benefit from the externalization of food production costs. Consumer food
prices rose 36 percent between 1981 and 1987101, years in which farm prices in the U.S. fell
from near three-quarters to just over half of parity. In 1990, packaged cereal prices increased 6
percent while grain prices fell an average of 11 percent. 102 From 1990-92, the farmers' price for
fluid milk fell about 28 percent while the retail price dropped just 3 percent.103

"Food is cheap only at the farm gate,” summarizes Tom Asbridge, Executive Director of the
American Agriculture Movement in 1994. "Real food costs must include the cost to the taxpayers
to maintain this 'cheap-food' policy. Taxes and income will be consumed to pay the increasing
national debt this policy in part creates. If food is so cheap, why do 26 million Americans need
food stamps?"104

Meanwhile, fewer than ten transnational food companies control virtually every aspect of the
worldwide food chain.105 Fewer than five companies control 90 percent of the export market for
each of wheat, corn, coffee, tea, pineapple, cotton, tobacco, jute, and forest products. The same
compnies that control the trade in commodities also control storage, transport and food-processing
facilities. Cargill, for example, is not only the world's largest grain company, it is also ranked as
the world's larges food products corporation, followed by Kroger, American Stores, Continental
Grain, Philip Morris, and MacDonald's, 106 Cargill and Continental Grain each control about 25

percent of the world's grain market, with Bunge controlling another 15-20 percent and Louis
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Dreyfus Corporation another 10 percent107 —- that is, four companies control at least 75 percent of

the world's basic food supply.

In 1994-95, ten cents out of every food dollar spent in the United States went to Philip Morris and .
another 6 cents went to ConAgra. Four companies -- IBP, ConAgra, Cargill, and Beef America --
sold 87 percent of all slaughtered beef. Two companies -- Kellogg's and General Mills -- sold two-
thirds of all ready-to-eat breakfast cereals. Campbell's sold 73 percent of all canned soups. Frito-
Lay sold 85 percent of all corn chips and 40 percent of all potato chips. Kraft, which is owned by
General Foods which is owned by Philip Mortis, sold more than half of all sliced processed

cheese.108

The United States government has led the world in promoting globalized monopolies through
international trade agreements, assisted by such bullying tactics as the use of Section 301's
unilateral leveraging of its vast markets. Nader testified that "Kraft, General Motors, Merck, Philip
Morris, American Express, Cargill, DuPont, and their foreign allies have succeeded in turning
trade negotiations into power plays against nations... They demanded that they be free to invest
anywhere in the world with no domestic conditions [and] they pushed for greater institutional and
political power behind the trade rules vis-a-vie each nation's government, an effort that came to

fruition with the WTO proposal."109

Indeed, in case after case, the U.S. can be seen building an international regime that ensures
corporate control of not only the world's food supply but of all nations' economic and natural
resources, while limiting community rights to democratically determined national regulation.

Whether civil society can reverse this trend in the 21st century is up to us.
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