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Introduction!

In all big supermarkets or delicatessen
stores at any city worldwide, it is possible 1o
find today the widest varicty of food products
and beverages typical of no matter what
cullure or region of the planet. In this "global
village," the lood products we consume and
the way they were produced tend to be
progressively similar, even though most of the
time we have doubls aboul the ethnic or
culinary authenticity of such products.

Paradoxically, in spile of {or due to) this
globalization process, ncw trade and invest-
ment links between ncighbering  countries
strengthen the emergence of the three big re-
gional (geopolitical and commercial) blocs
which tend to fragment this new world struc-
ture.

How can these two simultancous processes
of globalization and regionalization in the es-
tablishment of a new world ordcer be explained,
particularly in the agro-food sector? What
players and social forces act behind these
processes? My statement is that both the trans-
national corporations and the three super-
states that emerged at the end of the cold war
{US, Japan and the Europcan Community) ac-
tively participate in the establishment of a new
world structure; and in the process, they are
restructuring  the agricultural and food
syslcins.

Transeational  corporations,  though
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different in "national” origins and in the
varicus moments of the globalization process
in which they appeared, usually focus their
investments iowards global sourcing and
supplying. However, in an scenario depicted
by the establishment of regional blocs, these
corporations also develop strategies addressed
not only to consolidate their position in their
bloc of origin, but also to obtain a solid
position in the two other blocs before it is too
late. ,

On the other side, each of the three post
cold war super-states keeps a double-strategy
in the current juncture: (a) at the multilateral
fora, an agenda for building the most conven-
ient global order for its interests as a world
powef; and, (b) in its own backyard, an agenda
for building the enlarged space (economical
and geopolitical) in which it believes to be in
the best of its capacities to compete in the new
global scenarios. To identify these multiple
strategies, the way in which they interact, and,
how in the development of the events, the new
general and agro-food global order is shaped,
are the main objectives of this paper.

I am fully aware that these are not the only
institutional agents that participate in the es-
tablishment of a new global order and in the
restructuring of agro-food systems. The small
(in economic terms) and weak (in political
terms) states surrounding ¢ach onc of these
blocs design and implement their own
slrategics to avoid being excluded from these
processes, Also, the multilateral agencics (c.g.
IMF, World Bank, and the rcgional
development agencics) politically strengthened
after the debt crisis and the fall of the Berlin
Wall, have become important agents in these
processes. Finally, but no less important, the
different social and political movements (i.e.
environmentalists, unions, consumer and
neighbor associations), each having their own
agenda, also aclively participate in these
processes. Nevertheless, for reasons of time
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and space, the analysis of the roles of these
agents goes beyond the scope of this paper.

The Role of Transnational Corpora-

tions

There are major differences among the
type of enterprise that, because of frugality in
the use of language, we used to refer to as
transnational corporations. Particularly, the
agro-food transnational corporations (ATNCs)
are differentiated from a generational point of
view (because of their start in different
moments of the globalization process) and by
their national origins (by the political
economy of their country of origin).

Two main points ar¢ developed in this
part of the paper. First, that the current
restructuring of the world agro-food systems is
a very complex process that involves not only
the restructuring of the ATNCs' first
generations, but also the emergence of new
and flexible forms of transnational investment
and marketing ventures. And, second, that the
strategies adopted by each one of these
transnational type of organizations vary
according to the different and shilting
scenarios (in time and space) in which they are
immerscd.

A Long-term View of the Transnational
Phenomenon

United Fruit Company, founded in 1899, is
a typical example of a type of venture oriented
to supply an increasing demand of the
industrialized countries for tropical products
(banana, coffec, tea, rubber, jute and sisal)
coming from the plantation agricultures of the
colonial or neo-colonial regions at the end of
the 19th century. This represented the first
generation  of  agro-food  transnationat
corporations (ATNCs). The point 1 want to
stress is that although "global" in their market
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orientation, the geographical dowmain of their
supply was determined by their country of
origin's arca of geopolitical influcnce (colonial
or neo-colonial) (Borner, 1986; Cantwell,
1987).

The end of World War 11 radically trans-
formed the ecomomic and  political
environment in which the globalization
process was proceeding, creating the
conditions for the emergence of the sccond
generation of ATNCs. On one hand, the
Bretlon Woods and GATT agrecments--fixed
exchange rates and gradual tariff barrier
reductions--set up the rules of the post-war
economic order (1945-1972). On the other
hand, the Yalla agreement and the post-war
European and Japanese recoustruction under
the umbrella of the US military and pelitical
influence, secured the political framework in
which the US transnational corporations
reached their unquestionable world hegemony,
Furthermore, although rhetoric and practice
were largely divorced, the United States--as a
world hegemonic power--promotcd a global
order based on the principles of national sever-
eignty, free trade, and unobstructed mobility of
capital and private initiative. Within this
framework, taking advantage of the US State’s
economic and political hegemony,  US
transnational corporations successfully
exported their agricullural technical package—
which was originally developed to serve the
needs of its country of origin; and, their food
consumption patierns--which were gradually
associated with “development” and the
"American way of life,"

The typical form of this seccond gencration
of ATNCs was the large grain-based trading
conglomerate (feed grains and oilsceds).
What is important to note here is that, whercas
the "banana® trading corporation was typically
oriented to domestically and globally supply a
commodity produced in a "third werld" planta-
tion economy, from the beginning, grain-based
conglomerates were focused on satisfying

global demand by marketing a product which
is mainly produced under the condilions estab-
lished by the post-war industrialized world (cf.
Borner, 1986).

From the 1950s on, the US food processing
industry, initially oriented to supply the do-
mestic market, startied to experience a
profound restructuring giving rise to a third
generation of ATNCs. Since the beginning of
the century, some local food processing firms
successfully organized national processing and
distribuling networks, due to the rapid
expansion of the country's transportation
systems and achievements in food storage and
distribution in the US. Yct, at the end of the
decade, only a few companies had ventured
abroad, most still retaining a strong domestic
orientation. However, with the passage of the
Clayton Act, anti-trust legislation was strictly
enforced. As a conscquence, many large US
corporations, being increasingly constrained at
home, began to search for opportunitics of
investment and market abroad (Barlett, 1979).
Gerber, Del Monte, Campbeli's and Heinz are
examples of ATNCs, that after the '50s--
during the period of import-substitution
industrialization--decided to locate canneries
in Latin America through supply contracts
with local growers.

In Europe, by contrast, food processing
evolved in 2 completely diffcrent way. The di-
versity of culinary cultures and the numerical
significance of small-scale family farms
avoided the development of large US-style
agro-food conglomerates. Exceptions to this
general statement are agro-food transnationals
from Switzerland (e.g. Nestlé) or from the
Netherlands (e.g. Unilever), which, probably
because of their small home markets, were
globally-oriented from the start (ILO, 1989).

The Transnational Phenomenon
within the Current Agro-Food Re-
structuring

Two main trends influence the current re-
structuring of the global agro-food system:
first, the industrial restructuring of the first
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three ATNC's generations; and sccond, the
emergence of a fourth generation, constituted
by extremely ficxible and de-centralized forms
of organization (i.e. the new export networks
of fresh fruits and vegetables).

Industrial Restructuring of 'Traditional"
Agro-food Transnational Ventures,

Two recent events in economic policy have
exerted an enormous influence in the process
of indusirial restructuring of the "traditional®
agro-food transnational venturcs. On one side
is the deregulation of world markets (financial
and commodity) due to the rise of nco-liberal
doctrines in the highly industrialized
counirics. And, on the other side, are market
opcnings in the indebted countrics of the third
world and former socialist economies resulting
from the implementation of structural
adjustment  policies endorsed by the
multilateral agencies of the new global order.

In this new scenario, the strategy of
"traditional” corporations has changed, with
1he purpose now being to achieve an increascd
market share in local, regional or global
markets, even if it is necessary (o waive short-
term profits. Mergers, acquisitions and
leveraged by-outs, as opposed to expanding
horizontally through direct foreign
investments, have become the preferred tools
for a rapid industrial restructuring,

This growing pattern is not new in the
agro-food sector. During the 1920s, the US
food processing industry went through a
period of mergers and acquisitions in which
many of today's large food conglomerates were
formed. Mergers were also the hallmark of the
industrial restructuring movement in the late
'60's (Kohls and Uhl, 1990; ILO, 1989). What
is new within the current juncture, however, is
the large scale and the global dimension of the
majority of these takeovers.

Let's take some examples. Three firms,
Kohlberg, Kravis & Roberts, Philip Morris
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and R.J. Reynolds 4, throngh a series of
takeovers during the 1980s, have now acquired
gigantic size. According to Kncen (1989:110),

Until late in 1988, the biggest leveraged take-
over in history was that of Beatrice Foods by
Kohlberg, Kravis and Roberts, a private New
York company, for 36.2 billion, in the sumier
of 1986. Shertly afterwards, the same private
firm bought Safeway (USA and Canada) for
$4.2 billion. These records were broken i the
fall of 1988 with the purchase of Kraft by Philip
Morris for $13.1 billion, creating the world's
biggest consumer products company. In the
same vein, Nestlé bought Carnation for $3
billion in 1985, Weston bought Cadbury, and
the list goes on. Finally, in December 1988,
Kollberg, Kravis & Roberts succeeded in
buying RIR-Nabisco for $25 billion.

ATNCs" TFourth Generation:  Flexible
Networks of Trade and Investment,

Another important transformation of the
transnational phenomenon, within this new
period of the globalization process, is the
emergence of the ATNCs' fourth generation,
Opposcd 1o the "traditional” transnational ven-
turcs (which tended to disperse (heir assets
through multiple locations), these new
transnational ventures--adapting to 1loday's
risky market environment--prefer to follow a
mere cauticus approach to enter new markets.
The typical approach is to establish, at first,
trade relationships only through local agents
or brokers. Later, and gradually, the next step
is to move to rather flexible forms of
investment  like  franchises, long-term
contracts, or joint-ventures with local firms,
These  flexible  combinations--frequently,
corporative networks of a transnational nature-
-allow new risk and profit sharing
arrangements, while taking advantage of the
domestic firms' access to local resources and
knowledge plus the expertise of transnational
corporations in the organization of global
markets (Handy and Epps, 1990; Giger and
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O'Bricn, 1989; Borner, 1986).

Laura Raynolds (1991:14) illustrates this
type of transnational operations in her article
on the recently created agro-exporter sector in
Dominican Republic:

Oriental vegetables, including such crops as
Chinese eggplants and yenchoy, were first
.introduced by entreprencurial capitalists of
Asian origin who by the carly 1980s had
established over a doven small export
enterprises. These export finns were able to
maintain relatively low levels of investnent,
ranging from less than US$ 150 thousunds to
US$ 3 million, by limiting their direct costs Tor
Iand and labor. While a few {inns produced part
of their own supply of vegetables, most refied
on production contracts with a total of 2-3
thousand peasant preducers ... Through these
contracts, exporting (inns were able 1o control
their produce supply and (ake advantage of
ecologically diverse land arcas, while limiting
their exposure to the high production risks and
heavy labor requirements of  vepetable
cultivation .... Oriental vegetables were shipped
to brokers  the major castern ports of the US
to be sold through minority murketing
connections to  growing Asin igrant
communities and ethnic restasirunts.

The unstable nature and possible risks for
"host" countries of this type of transnational
ventures, are also illustrated by Raynolds' arti-
cle:

At its height in 1987, oriental vegetables ac-
counted for roughly one-guarter of the total non-
traditional agricultural export eamings of the
Dowinican Republic; now legal exports have
virtuaily disappeared. The majority of oriental
vegetables produced in the Dominican Republic
have been restricted from entry inlo the US,
their major market, due to a persistent failure (o
meet standardized import requirements ... The
[Dominican Republic] has done little to respond
to growing pest and pesticide residue problems
in oriental vegetables ... In contrast, oriental
vegetable exporting firms have acted quickly,
demonstrating their production Lexibility and
mobslity. Since firms huve limited fixed invest-

ments in land or direct employment, most op-

erations were able to close down virtually over-

night. Enferprises run by ethnic minorities with

few local ties had lefl the country within a year

to set up in another Caribbean Basin country

from which criental vegetable exports are not
. restricted. (Raynolds, 1991:14-16)

The Role of Nation-States

Since 1971, when the US abandoned the
Bretton Woods agreement, all nation-states--
despite their size--were forced to adjust their
policies to a now uncertain and highly
unstable global scenario. Similarly, they were
forced to implement their own strategies to be
part of the emerging new global order. Only
those powers that emerged at the end of the
cold war {the US, the European Community
and Japan) have the strategic capability to
clfcclively exert some  influence in  the
developiment of events.

In the agro-food sector, the design of the
new rules and relations of the game at the
global 1icvel constitutes one of the main
components of this story °. The other element
is the gradual development, by cach one of the
nalion-states, of iheir own  enlarged
agriculiural space; a process which, after
1982, accomplished its consolidation with the
gradual shaping of ihe ‘three global/regional
blocs.

United States: In Search of Lost He-
gemony

Rise and Downfall of the Post-World War 11
Agro-food Hegemony

With the purpose of fully understanding
the US strategy (agro-food and general) within
the current juncture, it is necessary to take a
bricf look at the agro-food history of the post-
World War 11 period.
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US post-war global agro-food hegemony
was decided in 1947, when it was granted a
GATT waiver for article 22 of the Agricultural
Trade Act of 1935 authorizing proteclive
measures against imports allegedly
endangering US domestic policies. In other
words, the US shori-tcrm national interest was
able 1o prevail over the Jong-term international
agreement 1o create a global economic order
based on the classic free trade doctrine.

Every once in a while, however, history
surprises the winners. The same GATT loop-
hole opened by the US allowed the European
Community (EC) to design its own food secu-
rity policy: the Common Agricultural Policy
{CAP). Results were rapidly seen. By the end
of the 1960s, the EC achieved food self-
sufficiency and intra-EC agricultural trade
rapidly developed. The CAP, however, opencd
a gap in the US post-war agro-food hegemony.
By the same 1oken, it also started the US-EC
agro-food rivalry to define the rules of the
global agro-food markets (Friedmann, 1987,
1991; Friedmann and McMichael, 1989).

Since the mid-1960s, Japan has also
become self-sufficient in rice production--its
basic food staple--as a consequence of the
1961 Agriculiurai Basic Law guarantceing a
captive market to the Japanese farmers.
However, despite this food security policy,
Japan had 1o unwillingly accept dependence
on the feed grain (especially soybeans) imports
from the US. 1n 1973, the tension created by
this double food policy (grain sccurity/feed
dependence) was manifested, when the US
imposcd an embargo on its oilseed exports to
assure  domestic supply to its poultry
producers. Even though US soybean exporls to
Japan were never intcrrupted, the embargo
caused panic in Japan. As a result, the
protectionist legislation already in force was
strengthened and a new policy fer diversifying
import supplies was gradually implemented,
creating a new challenge to the US agro-food
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supremacy (Hillman and Rothenberg, 1988}

During the 1970s and 1980s, other success
stories--this time within the third world--also
challenged the US market supremacy in the
global post-war agro-foed system. First came
the so-called Green Revolution, which was, in
fact, a food security policy through which vari-
ous Asian and Latin American countries--for-
mer grain importers--rapidly became self-
sufficient in basic wheat, corn or rice staples.
Second was the emergence of what Harriet
Friedmann (1991, 1992) termed NACs -new
agricultural countries- that became dangerous
competitors with the US in important world
agro-food markets®,

As a result of these hazards, early in the
1970s, the US started designing a big-push of-
fensive to recover its lost hegemoeny in these
markets. In 1971, the doflar devaluation, a
consequence of the Bretton Woods disclaimer,
was meant to increase foreign demand. In
1972, massive grain exports to the USSR
confirmed the US' intentions to strike back. At
last, in 1973, the Agricultural Act, linking US
farm loan rates to world market prices and
providing "deficiency payments” when those
prices were below a target or support level,
became part of the agro-exporting offcnsive
{McMichael, 1992; Watkins, 1991; Secvers,
1991, Kohls and Uhl, 1990).

Despite these efforts, the dollar's vpsurge
between 1979 and 1985--plus the hike in
interest rates of the 1979-82 period—
simultaneously wiped out the farmers' position
domestically as well as the US market share in
most agricultural commoeditics worldwide
(Hiemstra and Shane, 1988). At the same time
in Europe, agriculturat surpluses continued to
accumulate as a consequence of the CAP,
leading the EC lo finance dumping inte world
markets through export subsidies. In doing so,
the CAP, originally a domestically-oriented
food security program, became an aggressive
export program, challenging once again the
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US post-war agro-food hegemony.

The years 1985 and 1986 marked a tuming
point. In 1985, the Congress of the US passed
the Food Security Act, creating an export sub-
sidy--th¢ Export Enhancemcnt Program
(EEP)--with  well-defined cconomic  and
geopolitical goals. First, declaring a subsidy
war on the EC's export dumping, the EEP
made the CAP more costly thus strengthening
US bargaining positions in bilateral and
multilateral negotialions. Second, by targeting
North African and Middle East markets
{considcred part of the EC's economic spherg),
the program directly challenged the EC's
export policy. Finally, by granting priority to
target markets like the third world, China and
the USSR, the program was intended to
dissuade food self-sufficiency and food security
policies, thus reinforcing these countrics'
dependence on US grain imports (Watkins,
1991; Ackerman, 1991). Complementing the
EEP's export offensive, the US forcign
economic diplomacy also initialed a series of
unilateral pressures to open up key Asian and
Middle East markels. Increasing US rice
exports to Iran and Saudi Arabia, as well as
recent market opening agreecments with Japan
(citrus and meat), and South Korca (imeat),
confirm these cfforts (Handy and Epps, 1990;
Kohis and Uhl, 1990; Grub and King, 1991).

Morcover, in 1988, the Congress of the US
approved an amendment te the Trade Act of
1974 (known as Super 301), authorizing the
US Governmment to unmilaterally impose
penalties against exports of those countries
that supposedly violate US laws. Super 301 is
" a domestic legal artifice, without any
intcrnational legitimacy, which--according to
most countries--viofates the principles and
directives of GATT, at least as currently
known.

But the key tactics of the US export offen-
sive were the surnmons 1o the Uruguay Round
of Multilateral Trade Negotiations at GATT,

and the parallel bilateral ncgotiations to create
a hemispheric free trade zone {the Caribbean
Basin iniiative, the FTA with Canada, and
NAFTA). The [atier is both a goal in itsei and
a weapon to achicve a betier bargaining
position at GATT.

The US Strategy at GATT

In 1986, on the pretext of seemingly
increasing non-tariff barricrs to world trade,
the US called for bilatcral negoliations at
GATT. Unlike previous rounds, this time the
main US target was nol to bargain new
reductions in trade tariffs for manufactured
goods. From the US point of vicw, trade tarills
were ncither the main barrier for world trade
nor the cause of its financial and trade deficit.
There were iwo new priorities on the US
agenda. One was 1he dercguiation of
"agricultural" markets, "agriculture” meaning
only those commaditics in which the
industrialized  coustrics had  acquired
competitive advantages during the post-war
period (grains, oilseeds, meat and dairy
products). The sccond was the addition of
three new fields to GATT rcgulations:
services (banking, insurance, tele-
communications, ctc.), foreign investments
and intellcctual property rights.  Other
significant arcas of negotiation for the rest of
GATT's members were convenicently declared
scparate "Negotiation Groups" (e.g. tropical
products, natural resources and  textiles).
Major concessions in these areas were linked
to progress in the groups of real concern to the
us.

The US agricultural proposal includes:

A complete phase out of all agricultural subsi-
dies within 10 years, including an immediate
freeze on the guantities that can be exported un-
der subsidies; a 10-year phase out of all import
barriers; [and] hannonization of health and
sanitary regulations, based on internationally
determined standards and  processing/produc-
tiotr methods. {Avery, 1992:25).

Excluded from these proposals were direct
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subsidies paid to the farmers as compensation
for lost incomes, de-linked from incentives to
production or marketing: and domestic and in-
ternational food aid programs.

The US proposal of adding services to the
GATT agreement basically involves granting
"national treatment” and "rights of presence”
to Toreign {irms. With the ncgotiating groups
"Trade Related Investment Measures”
(TRIMS) and "Trade Related Intellectual
Property Rights" (TRIPS), the US has a
double-purpose; on one hand, it is trying o
gain international recognition for its own
royalty laws while on the other hand trying to
nullify all the regulations that currently limit
dircct forcign investment at national or sub-
national levels,

The US move could not be wiser. In a
single stroke it proposes to the EC and Japan
to make a common cause to get rid of the
budgetary burden conveyed by their domestic
agriculiural policies, in exchange for direct
compensation to their farmers. On the other
hand, te the temperate "Southern” countrics 7-
-endowed with comparative advantages in
these commodities, but unable to equal the
generous subsidics that "Northern" countries
offer to their farmers--the US offers a rapid
international market liberalization in return
for the opening of their domestic markcts and
resources (including labor force and genetic
materials) 1o foreign investments, as well as
guaranteeing royalty payment in high-tech
products.

The US is playing for high stakes, but what
economic and geopolitical calculus is behind
this gamble? First, if its proposal is approved,
GATT would become a new global regulatory
framework on investments, services and
technical knowledge;, instead of just a
multilateral agreement on trade and tariffs
(McMichael, 1993). Second. the US proposes
a ncw iniernational division of labor, in which
it will gain access to world markets for its

Liiis Liambi

knowledge-iniensive and  service  seciors--
preciscly those activities in which the US
assumcs it holds the greatest comparative
advantages (biotechnology, new materials,
telecommunications, software, efc.), in
exchange for resigning some of its
international market share in “agricultural”
commodities {especially grains and oilseeds).
Third, GATT would become the institutional
axis ol a new global order in which national
regulations would be subject to decisions made
by a central authority controlled by the three
super-states 2. :

Role of a Hemispheric Bloc within the US
Strategy

The  North-Amcrican  Free  Trade
Agreement (NAFTA), signed in December
1992 by the Presidents of the US, Mexico and
Canada °, clinches the US global strategy to
recover its lost hegemony.

NAFTA principles and US proposals at
GATT are remarkably similar. In NAFTA, the
three countries accept following the same rules
regarding: access to markets, tariffs, quantita-
tive restrictions, marketing standards, support
lo domestic producers, export subsidies, food
safety standards, and plant and animal health
requirements. Depending on the product,
tariffs and quantity restrictions would be
climinated immediately or gradually--from 5°
to 15 vyears. Programs supporting domestic
producers would be lemporarily translated into
tariffs. Food safety standards and animal and
plant health requircments would be adapted 1o
the criteria provided by the World Health Or-
ganization and FAO's "Codex Alimentarius"
I

NAFTA aiso creates a new supra-national
institution, the Free Trade Commission, that
will supervise the execution of the agreement,
decide on future reformulations and establish
the rules and procedures 10 avoid conllicts,
Concurring with similar proposals at GATT,
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the NAFTA Commission will have the power
to create boards of experts 1o solve condlicts
without the mediation of any othcr authority or
national tribunal of these three countries
involved (McAllister, 1993). Regardless of the
results at the Uruguay Round, NAFTA
reaches, at a regional level, some of the US
strategy targets at GATT.

NAFTA is a fine-tuned weapon aiming at
two different targets. At a global level, the
Agrecment scrves as a warning to the EC and
Japan on the risks of delaying an agreement ai
GATT (Greenway et al., 1989). At the hemi-
spheric level, NAFTA and an eventual FTA
belong fo a strategy aimed at reinforcing the
structural adjustment programs imposed in
Latin America by the IMF and the World
Bank during the last decade, as well as
redefining the international division of labor
between the North and South American
countries.

It is evident, as Panloja-Garcia (1993:)
states, that:

Success in the NAFTA and throughout the
Western Hemisphere would in tum have in-
creased their [US] leverage in the GATT nego-
tiations, as Furopean and Asian international
service and financial companies would be put at
a disadvantage in competing tlroughout the
American Hemisphere.

On the other hand, a decade of structural
adjustments in Latin America--frequent cur-
rency devaluations, plus deregulations of
fabor, financial and land markets—-has been
redefining each  country's  international
competitiveness, which is based not only on
geographical location criterion, but also on the
downfall of actual wages.

One wonders, however, if these arce the best
conditions for the insertion of Latin America
into the new global and hemispheric economic
order currcntly developing. In the recent past,
this experience has not been very encouraging.

four Central

As an example, let's take a look at the con-
tradictory résults of the Caribbcan Basin
Initiative (CBI), the first attempt by the US
Government to organize a regional economic
space and the only onc whose impacts can be
fully assessed so far. The CBI prefcrential
trade agreement, signed in 1986, provided
duty-free treatment to the exports of twenty-
American and Caribbean
countrics (Ballenger et al, 1991). In a
preliminary evaluation of the whole CBI
agreement, Hillcoat and Qucnan (1989:57)
concluded that:

The process has not produced positive results in
the external trade sector of the Caribbean
economies in gencral.... In fact, there has been a
sharp decline in CBI exports, i value terms,
due to the fall of the raw material export crisis,
particularly in commoditics such as oil and
sugar. There has been, however, a radical shift
in the structure of exports and in the nature of
foreign investment in the region.. While
traditional primary exports fell, a vigorous
upsurge of nontraditional exports occurred in
products which were already exported such as
textiles but which have experienced a
considerable boom, or in new exports which
were practically nonexistent in 1983 such as
Jjewels.

1t is true, however, that the US imports of
some horticultural exports from a rather small
number of CBI countri¢es (¢.g. Dominican Re-
public, Costa Rica, Guatemala and Honduras)
rapidly grew. Nevertheless, even in these
cases, the agricultural net balance has been
ncgative. A significant clement in the
explanation of this phenomenon is the fall of
sugar world prices. Let us consider why.

Sugar was by far the most important export
commodity for many Caribbean economies. A
system of quotas regulates US imports of the
sweetener since 1934. Afier 1959, the US
reallocated the former Cuban quota to other
Central American and Caribbean countries,
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generating an economic boom throughout this
sub-region. Coincidentally, during the 1960s,
the EC was becoming a net sugar exporter, At
the same time, corn sweeteners and artificial
sweeteners were making major inroads into
the US market, particulazly in the production
of soft drinks. As a result, according to
Nakamoto (1990:25), "CBI countries have
seen their allocated quota for US sales cut by
75% between 1984 and 1988."

The issue, therefore, becomes whether non-
traditional fruit and vegetable exports— where
thce comparative advantages of most Latin
American countries lie, according to both the
IMF and the World Bank--will experience in
the short-term the same fate as that which
made traditional exports collapse.

It could be argued that the extreme eco-
nomic imbalance between the US and the CBI
countries is not a good example to itlustrate
the difficulties inherent 1o a US-centered
economic bloc in the Americas. Yet, some
Canadian criticisms to the Canada-US Free
Trade Agreement (FTA) also point to similar
CONCErns,

Canada's natural resources economy !!
benefits from an agreement like the FTA,
which provides a secured access 1o the huge
US market, particularly in the event of
increased US  protectionism  (Witkinson,
19¢91). From a Canadian peint of view, the
problen is that "[t]he US exerts much greater
Ieverage over Canada than vice versa...
Because of its much preater size and lesser
dependence on Canada than Canada has on it,
the US is in the strongest position.™
(Wilkinson, 1991:64).

This assessment discloses the main barrier
that, in my opinion, the construction of a US-
centered regional bloc in the Americas would
have to face. Particularly, it expresses the con-
cerns of any less developed and politically
weaker country to become more dependent on
a stronger political and economic neighbor,
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and in the process losing its cultural identity
and national sovereignty.

The European Community: Atlantic
Rivalry and Construction of an
"European"” Enlarged Space

The European global strategy of the last
decades embraces (wo main projects. The first
is to constrain the US influence at home. The
second part is to develop an enlarged space
(economic and geopolitical) in its own back-
yard.

The signing of the 1957 Treaty of Rome
started the process. The French-German alli-
ance aimed not only at overcoming old
quarrels that divided the continent, but also at
developing a domestic political coherence and
economic scale capable to hinder US assets'
offensive and military presence.

The Common Agricultural Policy (CAF)
was part of this strategy ol "domestic” security
of an economic and geopolitical nature, Thus,
when the US called the Uruguay Round of
GATT, with the explicit purpose of resisting
the European challenge to world agro-food
markets by eliminating the CAP, the EC
delayed the process by trying 1o shape it to
their own interests.

What arc the main discrepancies in the
long conflict between the US and EC at the
Uruguay Round? First of all is the approach to
the international agricultural trade issues of
temperate countries. Aware of the nced for a
truce in the subsidies war in order to reduce
their fiscal deficit, the EC agreed to decrease
their supply and to offer direct transfcrence to
producers to compensate their income loss.
However, unlike the US extremc neo-liberal
position during the past administration, the
EC proposes domestic stabilization measures
and mulilaterally  coordinatcd — market
mechanisms.
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In contrast, regarding "tropical" products
negotiations, the EC proposes a dramatic lib-
cralization of inicrnational markets, excepl for
the products (e.g. bananas, palm oil, rice and
roots and tubers) in which i trics to protect
preferential trade agreements with former
colonies.

However, in several other arcas there is an
implied consensus between the EC and the US.
In topics like the inclusion of services, foreign
investments and intellectual property rights, a
coherent common front has been developing
among the three super powers versus the rest
of the world.

The sccond European strategic goal is the
reconstruction of an "European" enlarged
spacc beyond their boundaries. During the
1970s and 1980s, through “preferential trade
agreements” with their former colonies, the
EC achieved the consolidation of a scries of
concentric layers of pcripheral association
with a Western European core. In 1972, the
"Mediterranean policy” granled preferential
tnarket access to the North African (Maghreb)
and Middle East (Mashrek) countries.
Between 1975 and 1984, the Lomé
Convenlions created a preferential trade area,
including some former Asian, Caribbean and
Pacific colonies (the ACP), although excluding
others 12, In both cases, the agreements
outlasted the former, ancient divisions of labor
between metropolis and colony.

Agro-food relations are one of the deciding
pieces of this undertaking. The
"Mediterrancan policy," for instance, provided
duty-free access to tropical commoditics like
citrus, tomatoes and olive oil from countrics
like Israel, Tunisia or Morocco, which have an
extraordinary significance in the regional
geopolitical European scenario (Schraeder,
1990). The Lomé Conventions, also provided
preferential access to European markets to
other key agricultural products. The "sugar
protocol,” for instance, allocated a quota of 1.3

million tons of white sugar (or ils equivalent)
to different countries within those three
continents. This fact did not restrain the EC
from bocoming a net sugar exporter, even
through the re-exportation at dumping prices
of the product imperted from ACP countries.
Similarly with the “meat protocol”, Botswana,
Kenya, Madagascar, Swaziland and Zimbabwe
became big suppliers of the common market,
although these countrics complain about the
EC dump the same commodity to other
African and Middle East countries.

Agro-food exporls also contribute 1o rein-
forcing a gcopolitical presence, hampering
eventual competitors, Wheat, dairy and poultry
products have strengthened the European in-
fluence in Persia Gulf oil countrics and
Mediterranean  nations  (Mobius,  1988).
Geopolitical inferests also are frequently
associated with food aid. US wheat flour sales
to Egypt, after the Camp David agreements in
1978 illustrate this statemcnt.  Raikes
(1988:129), for instance, claims that:

An integral part of the US policy [in the area] is
to facilitate the Egyptian goverument its
[domestic] "cheap bread” pelicy, provided that
in ils relations with Israel it wili honor correct
positions.

At the beginning of the 1990s, the end of
the cold war and the now cvident emergence
of competitive blocs in America and Asia
made the EC face a new predicament; should
growth be “horizontal"--as proposed by
Margaret Thatcher 1o neutralize the movement
towards an increased political integration--or
“in-depth" --moving forward to reinforce an
authentic multinational state {e.g. Maastricht)?
Who must be integrated and who must be lefi
out is the quandary of the new Europcan
strategy. Should east European countries be
integrated as member states of the
Community? Or, at least temporarily, should
they bccome associated members of an
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.

"enlarged economic space"?

The second strategy was adopted, and be-
tween 1991 and 1992, the EC signed
association agrecments with Poland, Hungary,
Romania and Bulgaria (The Economist, 1993).
One of the most well-known outcomes of the
so-called "European Agreements” was the
progress made towards an agriculiural
"European” space. Fruits, vegetables, meat and
dairy products from Western Europe gained
gradual access 1o the common markel, a 10 per
cent annual increase for a period of ten years
(The Economist, 1993).

Despite all these agreements, most EC
agro-food trade--particularly tropical products-
-is not disclosed in the "formal" framework of
its enlarged cconomic space. For instance,
Brazil and Colombia are still the main coffce
supplicrs of the Community without mediation
of any treaty 13. There is evidence, however,
that this situation might be changing. In
February 1993, the European Agricultural
Council resolved to establish an annual 2.2
million ton quota on banana imports from
Latin American countries, granting priority to
banana imports from ACP countries. This fact
denotes tendencies toward the reinforcement
of an enlarged European space, in dismissal of
trade with the rest of the world. Foriress
Europe vs. global opening seems to be the new
European predicament,

Japan: National Security and Rivalry
Jor the Pacific Rim Hegemony

The Second World War military defeat
gave the Japanese a sharp perception of their
own vulnerability as a nation, plus a powerful
political will to restore their geopolitical and
economic influence in world scenarios. Again,
two national aims are the thread weaving the
Japanesc stratcgy into the current world
Jjuncture.  First, internal security is being
strengthened with the purpose of neutralizing

the inherent vulnerability of the extremely
limited supply of natural resources in Japan.
The second aim is fo reassemble the enlarged
economic space most convenient to Japanese
geopolitical interests in the Pacific (and
globaily),

The performance of Japanese necgotiators
in the agricultural bargaining at the Uruguay
Round shows that Japan is completely aware
of the US dual approach at the glabal level,
which is to call for a complete deregulation of
international agricullural markcts, while the
subsidy war and bilatcral pressures to open
Asian markels are intensificd. This dual
approach is a strategy addressed not only at
collapsing the European CAP, but also toward
opening deép gaps in Japanese domestic food
security policies. Nevertheless, the Japanese
negoliators' low profile scarccly conceals a
strategy no less decided than the European
one. Japan considers its subsidy policy to rice
producers--absolutely necessary to continue
the domestic supply of their basic food staple—
an intrinsic element of its food security policy.
Therefore, even though they unwillingly
accepted an immediate subsidy freezing, they
only agreed to make gradual cuts in the short-
term depending on progress made in other
arcas negotiated. In this scnse, Japan is
Europeans' best ally. In conirast, at the
negotiations on the insertion of scrvices,
foreign investments and intellectual property
rights into thc agreement, “maximalist"
Japanese positions are highly supported by the
US, with only some endorsement from the EC.

The other major Japancse aim-- reassem-
bling an enlarged cconomic space in Asia and
the Pacific rim--also brings Japan into conflict
with the US, its military enemy of World War
IL In this scenario, Japan intends to rebuild its
former economic and geopolitical hegemony,
while the US is reluctant to give up its global
hegemony, which has been declining for a
long time. The current agro-food restructuring
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process in the Asian/Pacific region is a
significant element of this story.

The post-war economic "miracle” in Japan
was significantly supported by a cheap food
policy--sustained by US grain and oilseeds im-
ports at preferential costs-—-which aimed at ob-
taining a low-priced labor force with the pur-
pose of increasing international competitive-
ness of Japanese industry. Aware of its short-
age of natural resources, its trade deficit with
the US and the geopolitical conditions of the
period, Japan assumed a calculated risk by ac-
cepting dependency on US grain and oilseeds
impaorts (McMichael and Kim, 1992).

In 1973, the US soybcans embargo gave
Japan a pretext to start an agricultural supply
diversification policy. This new policy made
Japan less vulnerable in its food dependency
on the US, while increasing its presence in re-
gional and world markets. 1n shod, the new
South East Asian agro-exporters (NACs) and,
tecently, China, became major suppliers of
soybeans, corn and some other agricullural
raw materials culting back the former US
undisputed supremacy at domestic markets !4,

In 1986, after launching the Urguay
Round, the US started unilateral pressurcs on
Japan to remove some restrictions on its do-
mestic food markets. In 1990, the US obtained
some unilaicral opening of the Japancse
market in meat and citrus, although Japan has
kept so far its rice policy virtually intact and
its "opening markets” regional strategy firmly
in place (Grub and King, 1991: Riethmuller,
1992).

Today's US “Pacific Rim" strategy highly
contrasts with Japan's global/regional he-
gemonic project. From a US  perspective,
worldwide sluggish growth, Japan's large trade
and financial surpluses, and the South East
Asian NACs are the pretext to stress the eco-
nomic eopening of exports 1o US goeds and
scrvices in order to reestablish a delicate
bafance.

On its own, the Japanese state tries to re-
cycle its trade and financial surpluscs boosting
intra-regional trade !*. However, Japanese in-
itiatives in the region are not without
hindrance. Most Asians still remember Japan's
aggression in World War [l and therefore feel
threatened by the eventual emergence of a
Japan-centered bloc. However, whether a
formal bloc is created or not is largely
irrelevant because a de facto trading bloc is
already developing {Nanto, 1990).

In particular, Japan's food processing en-
terprises and its general trading corporations
(sogo sasha) have played major roles in the
emergence of the ASEAN 19 NACs (cf
Cooper, 1990; Langhammer and Rieger,
1988). The increase in Japan's high preduction
costs with each yen revaluation, together with
ASEAN countries' low wages, cheap natural
resources and geographic proximity, are
incentives for Japanese food firms to cstablish
production facilities abroad, basically geared
toward exporting the Japanese market. The
Japanesc goverument also actively encourages
these trends through tax rebates, subsidized
loans, and the provision of technical inputs by
state-owned rescarch institutes (Pearce, 1987
Fransman, 1988; Goodloe and Normile, 1988;
Nanto, 1990; Ricthmuller, 1992).

Thailand is probably the best South-East
Asian success story of a farm-based export-ori-
ented growth strategy. During the 1960s,
Thailand became the warld's leading exporter
of rice and in the mid-1970s of cassava. In the
1980s, however, increased market
protectionism and lower commodity prices
encouraged government initiatives to provide
incentives for joint-ventures with foreign
capitals to boost non-traditional exports,
mainly addressed to the Japanese market
(Langhammer and Rieger, 1988, Barghouti
et al., 1990, Riethmuller, 1992}

In addition, Australia and New Zealand,
being left out of the large regional blocs, are
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re-designing their economic strategies and re-
orienting their exports toward Japan and iis
enlarged economic space. As a result of these
policies, today--in spite of US export
subsidies--Australia shares {he Japanese wheat
markel with the US. In 1988, trade aprecments
signed by Japan, Australia and the US,
prompted Japanese investments in feed lots,
slaughicrhouses and processing Facilities in
Australia geared to South and South East
Asian markets. This trend stirs concern among
some Australians about their country's future
role as a provider of cheap raw materials
within an emerging Japan-centered regional
bloc (Hayes et al., 1991).

Conclusion

Finally, I would like to pull out some theo-
relical considerations and obtain possible prac-
tical implications of this long trck through the
recent history of agro-foed restructuring. Inter-
national markets are not, as suggested by theo-
retical statements, self-regulated mechanisins
delermined by abstract supply and demand
rules. They are institutions actively built-up by
the main social agents of cach historical
period. In particular, since the end of World
War I until this point, world agro-food
systems have been the result of dcliberate
actions of npation-states and powerful
{ransnational capitals. Also, 1o some cxtent,
world agro-food systems have been the non-

intentional result of the complex interaction of

previously mentioned deliberale actions.

At the current uncture, if the European
Community--particularly France--is successful
in its efforts to nullify, or at least lessen, the
market liberalization proposed by the US at
GATT, it is highly feasible that 2 leng period
of neo-protectionisin based in three iarge blocs
will shiape the new world order (cf. Constance
et al, 1992). On the contrary, if GATT
reforms--as propesed by the US--are approved,
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the ATNCs will have much more favorable
conditions to move their capital 1o whatever
region or location of the world in search of
lower production, financial and trade costs
damaging any other social, environmental or
political consideration (Commings, 1992).

Within this framework, multilateral devel-
opment agencies and the US promote a free
trade doctrine according io which all countries
will be favered specializing in thase cxport
commaodities for which they have short-term
comparative advantages, while purchasing
abroad foreign goods and services that cannot
be "efficiently" produced domestically at a
lower cost.

Food, however, as found out by Japanese
and Europeans not long ago, has a strategic
significance that goes beyond short-term eco-
nomic "efTiciency”. It is connected (o society's
rclationship with nature, to the survival of cul-
tural values that might be dear to a nation,
and--definitively-—-to a society's ability to
conirol its own destiny. Therefore, supposing
that the "free play” of market forces should
determine the allocation of resources among
the cconomic activilics—particularly in such a
strategic sector as the agro-food relationships--
is not only naive but suicidal, Paraphrasing
Robert Reich (1990), President Clinton's
Economic Assistant: "To clearly establish our
priorities requires an esseniial change in our
way lo view things...."

Notes

1. The auther thanks the valuable commeénts and
suggestions made by Philip McMichael, Lourdes
Gouveia and Laura Raynolds to previcus versions
of this paper. However, failures are the author's sole
responsibilily. T also want to thank Nocla Cartaya
de Herrero for lLier translation from Spanish lo
English.

2. Harriet Friedmann's (1982, 1991, [992)
seminal works on intemational food relations
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identified two "food regimes” during the 201k
cenlury. The first, based on grain and mcat exports
from the settler states (US, Canada, Argentina,
Australia, New Zealand), started to displace
tropical exports, and along with them, the previous
colonial systemn between 1870 and 1914, The
second regime, sponsored by the US, gave rise to a
"durable foods" complex, to the “intensive meat
production” commplex, and to the dumping of food
surpluses throughout the world under the disguise
of food aid programs.

3. It is imporiant to point out that currently 85% of
the world grain market (feed grains and oilseed) is
handled by six big corporations: Cargill (US),
Continental (US), Louis Dreyful (France),
André/Gamac (Swiss), Bunge &  Bom
{Brazil/Argentina) and Mitsui/Cook (Japan) (cf
Friedland 1991).

4, It 1s important to notice that these two latter
firms, anxious to diversify their investinents in the
tobacco  industry, becammc leading agro-food
corporations (1.0, 1989).

5. Harriet Friedmann names this group of rules
and relationships a "food regime” (cf. Friedmann,
1992:1)

6. Thailand, for instance, became the world's
leading rice exporter and the largest cassava
exporter for livestock feed, while Brazil beal the
US in the leadership of the soybeans and frozen
concentrated orange juice markets.

7. Associated in the Cairns Group are Australia,
New Zealand, Argentina, Brazil, Chile, Uruguay,
Colombia, Fiji, Indonesia, Malaysia, the
Philippines, Thailand, Canada and Hungary. Note
that these last two countries are not geographically
located in the Southern Hemisphere; however, they
share sunilar concerns with the rest as non-
subsidizing agricultural exporters.

8. This statement coincides with Arthur Dunkel’s
{former GATT General Director) 1991 proposal, in
which he suggests creafing a World Trade
Organization to guarantee the accomplishment of
new agrcements. In  this  document Dunkel
particularly emphasized a proposed mechanism lo
solve conflicts in the heart of the institution. Under

this propesal, decisions would be made through
boards of experts appointed ad hioe, who could only
be revoked unanimously by all the members of the
organization.

9. At the time of wriling, it was not sanctioned by
the corresponding Congresses.

10. The Codex establishes siandards of voluntary
accomplishment by the signing countries, standards
that according to US environmentalist groups and
conswmer associalions are below those adopted by
the different national regulating organizations.

11. According to Cohen (1991:88), "natural re-
sources account for about one-half the value of all
{Canadian) exports.”

12. Well-known cases of exclusion were Australia
and New Zealand in the Pacific, Canada in North-
America, and India and Pakistan in Asia.

13. This comunodity is equivalent to 30 percent of
the EC agro-food imports.

14. Nevertheless, these changes should not be aver-
stated. The US continues to be a major supplicr of
wheat, corn and soybeans to Japan, but the US
agro-food preeminence in post-war fapan seems to
be an episode of the past.

15. Take, for instance, the New Asian Industries
Development Plan, sponsored by MITI, and the
ASEAN Development Fund addressed,
respectively, to East and South East Asia (cf. The
Economist, July 15, 1989).

16. South East Asian Economic Cooperation
Agreement, signed by Singapore, Malaysia, the
Philippines, Thailand, Indonesia, and Bruner.

17. Exports of canned pineapples, frozen fruit and
vegelables and dried fish became inportant foreign
currency eamers for Thailand.
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RESUMEN

Reestructuraciones mundiales de la
agricultura y la alimentacion: el papel
de las transnacionales y los grandes
Estados

El objetivo de este artticulo es explicar los
simultincos procesos de  globalizacidén y
regionalizacion particularmente en el sector
agroalimentario. El articulo provee una
explicacion no-gconomicista de este doble
proceso. Una explicacién que enfatiza la
compleja  interrelacion entre los factores
geopoliticos y los geoeconomicos. La actual
reestructuracion mundial es vista como el
resuitado ¢anto de las estrategias y acciones
deliberadas de los grandes estados vy de las
empresas  transnacionales como de los
resuttados no-intencionados de sus miltiples
interrelaciones.
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