
Does trade make hunger?
Global trade with agricultural products

Marita Wiggerthale, www.fairer-agrarhandel.de

Schools Act 
Globally 

Teacher Trainer 
Training
Graz, 2 – 3 July 2007



Structure of presentation

Agricultural trade: facts & figures, who is trading?
Hunger in developing countries: scale, who is suffering from hunger?
Relation between trade and hunger:

Does trade make hunger?
Forced liberalisation via IMF/Worldbank, WTO, FTAs
Undermining poor people‘s access to services (example of financial 
services)
The Commodity issue
Dependence on food imports
Increasing exports to reduce hunger?

Conclusions



World agricultural trade
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Share in world exports

47.621.1in developed countries

19.012.3in developing countries

66.633.4Industrial goods

48.322.4in developed countries

15.613.7in developing countries

63.936.1Agriculture

Developed countriesDeveloping countries2000-2001

Source: Worldbank 2005



World Agricultural Exports



Who is trading?: food companies

Multinational companies are trading food and agricultural products
Top 100 food companies control 2/3 of the global food and 
beverage sales (Etc group 2005)
There are only 4 out of the Top 100 food companies originating in
developing countries: South Africa, Brazil, Mexico, Panama (Food 
Engineering, 2004)
Top 10: Nestlé, ADM, Altria Group, PepsiCo, Unilever, Tyson
Foods, Cargill, Coca-Cola, Mars, Danone
Top 10 control 24% of the estimated $ 1,250 billion global market
for packaged food
Top 10 account for 36% of the revenues earned by the Top 100 
food and beverage firms.



Who is trading?: retailers
Top 10 Grocery Retailers Worldwide

Source: Bill Vorley, IIED



Hungry people living in rural areas (2/3)
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Trends in undernourishment
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Who is suffering from hunger?

820 million people in developing countries suffer from 
hunger (2001-2003)
Out of 820 million hungry people....

50% are small farmers
20% are landless people
8 % are people living directly from the use of natural 
resources (fishery, forestry, pastures)

(see Millennium Projekt Task Force on Hunger (2005): 
Halving hunger it can be done)



Does trade make hunger? I

Yes, it does!
But, trade could contribute to the eradication of hunger,...

(1) if developing countries had the right to determine their agricultural 
and trade policies according to their development needs (policy space 
!): appropriate use of tariffs and quotas, investment regulation, service 
regulation (finance, veterinary, retailers), targeted support for small 
farmers, marketing support etc. 
NOTE: the local market is by far the most important outlet
for the majority of small farmers!

(2) if DCs had the right and were able to built up their own food industry
(value addition!)



Does trade make hunger? II

But, trade could contribute to the eradication of hunger,...
(3) if farmers received remunerative prices for their produce (fair prices, 

decent income!)
(4) if industrialised countries stopped dumping (shift in support towards 

socially and environmentally qualified subsidies!)
(5) if market access for their raw materials and processed food (!) in 

developed countries was improved (but only about 10% of world 
agricultural production is traded internationally, caution: do not harm 
family farmers in developed countries)

Where some of these conditions are in place trade can play a positive role.



Forced liberalisation: IMF/Worldbank

% of votes at IMF: 16,8% (US), 6 % (Jap), 5,9% (D), 4,9% (F), 4,9% (UK)
Structural adjustment programmes in the 1980ies and 1990ies 
Credits attached to conditionalities: 

Liberalisation and deregulation of markets (reduction of tariffs and quotas), 
privatisation of state enterprises, restrictive fiscal policies (cut of subsidies, 
reduction of public support for essential services)

Despite changes in rhetoric: the habits are still the same
1) IMF credits are in the case of 23 out of 40 poor countries still attached to 
liberalisation and privatisation (study of Norwegian government in 2006)
2) Worldbank survey in 2005: 50% of the interviewed public servants 
responded, that the elements introduced by the Worldbank were not part of 
the country programme.

IMF/Worldbank policies are a door opener for further liberalisation and 
deregulation in the context of the WTO: e.g. privatisation of services is a 
precondition for liberalisation of services in the framework of the GATS/WTO



Forced liberalisation: WTO I
WTO founded in 1994, 150 members
Agreements important for the agricultural sector: AoA (Agreement on 
agriculture), GATS (General Agreement on trade and services), TRIPs (Trade 
related intellectual property rights), GATT (General Agreement on Tariffs and 
Trade), TRIMs (Trade related investment measures)
Objectives of WTO: “ to establish a fair market-oriented agricultural trading 
system”, BUT in reality the WTO is pushing for the liberalisation and 
deregulation of markets serving the interests of global players
Agreement on Agriculture:

preamble does mention food security and the conservation of the 
environment as Non-trade concerns (NTCs)
Subsidies: Art. 6.2. allows for input subsidies and investment subsidies for 
low income and resource poor farmers (= small farmers)
No exemption existing for tariffs allowing for the protection of staple food 
and processed food!!



Forced liberalisation: WTO II

Serious problems with the WTO: 1) look-in effect; 2) practically 
irreversible reforms; 3) reach far into domestic policies; 4) neo-liberal 
corporate agenda; 5) neglect of development concerns; 6) environment 
subordinated vis-à-vis trade; 7) undemocratic, intransparent decision making
Few positive aspects of the WTO: a) most-favoured nation principle; b) one 
country, one vote; c) multilateral framework; d) dispute settlement to attack 
trade distorting subsidies in developed countries (if they are not in 
conformity with AoA or subsidy regime), e) special treatment for LDCs
Conclusion: as long as development and environmental concerns are not 
fully taken into account, the conclusion of the current trade negotiations is 
not desirable (“no deal is better than a bad deal”), social movements ask for 
“Agriculture out of the WTO”



Forced liberalisation: FTAs 
„Global Europe – competing in the world“ (October 2006): new EU 
trade strategy introducing a „new generation“ of free trade agreements
Objectives of Global Europe:

Removal of trade barriers (incl. NTBs)
Secure access to raw materials and energy
Stricter rules on intellectual property rights (IPR)
Accelerated opening of services markets
Enforcement of unhindered freedom of establishment (investment)
Liberalisation of government procurement markets for EU exporters
Introduction of competition policies in third countries, where they can 
be useful for supporting European companies’s market access

”Not a plan for competitiveness, but a plan for exporting inequality 
and poverty” (Oxfam International)
“New generation FTAs” with ASEAN, India, South Korea, Andean 
Community, Central America in process



FTAs: a serious threat to Development

Tariff liberalisation in agriculture: small farmers are driven out of 
business, not possible to develop food industry in future, food insecurity!
Strict IPR rules: reduce poor people‘s access to live-saving medicines, push 
prices of seeds and farming inputs beyond reach of small farmers and reduce 
technology transfer in DCs
Liberalisation in services: threaten to drive local firms out of business, 
reduce competition, extend monopoly power of large companies and limit 
access to essential services
Liberalisation in investment: prevent DCs from requiring foreign 
companies to transfer technology, train local workers, or source inputs 
locally investment then fails to build national linkages, create decent
employment, or increase wages (instead inequality exacerbates)



Undermining poor people‘s access to services

Example: financial services
IMF and UN studies: opening up the banking sector leads foreign banks to 
„cherry pick“ only the most lucrative customers, leaving the poorer and
higher-risk customers for local banks
Consequence:
a) Local banks are driven out of business
b) Small and medium sized businesses and many of the poorest people are 
left without access to finance
Example: Mexico (liberalisation in 1993)

Foreign ownership increased to 85%, but lending to Mexican 
businesses dropped from 19% GDP to 0,3% in 2000
Southern Mexico: access of small farms with access to credit halved, if 
lending at exorbitant rates
State of Sonora: lack of access to finance drove 70% of community 
farmers to sell out to large-scale commercial enterprises



The Commodity issue



Commodity exporters

43 DCs: one export product = more than 20% of the revenues 
out of the export of goods

14/43: Dependence on commodities increased (from 1986-
88 to 1997-99)
7/43: Dependence on commodities decreased

„Single commodity exporters“ (SCE) are vulnerable to price 
volatility and price falls in the world market
Example cotton in 1990ies: SCE cotton exporting DCs:

production + 40%, revenues: - 4%



Export specialisation and poverty

FAO: „Hunger is not only a consequence, but also a cause of poverty“



Dependence on food imports

Food imports > food exports in the case of 11/14 analysed DCs 
food bill ,  dependence on imports (1995-1998 compared to 1990-

1994 i.e. after implementation of AoA/WTO, see FAO 2000: Agriculture, 
Trade and Food Security, Vol. II)
Example of the Philippines:

1993-2000 imports from 1.6 bn US$ to 2.7 bn US$
Exports remained stable at 1.9 bn US$
Promise before the creation of the WTO, that there would be 500,000 
new jobs created, was broken
Instead: job losses! Reduction of jobs from 11.29 Mio. in 1994 down 
to 10.85 Mio. in 2001



Increasing exports to reduce hunger?

Liberalisation does not lead necessarily to a net increase of exports
(instead food imports > food exports): wrong recipe?!
Increasing exports do not mean necessarily higher revenues (see 
commodity issue, world market price volatility)
Increasing exports do not necessarily benefit the poor: who benefits from 
trade? Internal distribution of benefits?
BUT increasing exports can contribute to hunger eradication, when...:

tariff escalation in developed countries is eliminated
DCs are able to built up an own food industry
unilateral preferences for poor countries are maintained and supply 
side constraints are addressed
small farmers are not displaced and driven out of business (see soy)
domestic food production is kept as a priority
producers receive fair prices and workers get a decent income

Positive example: „Fair Trade“ products



Conclusions

neo-liberal policies put in place via IMF/Worldbank, WTO and FTAs
make hunger
developing countries need to have the right to determine their 
agricultural and trade policies according to their development needs
(policy space !)
Developing countries need to have the policy space to build up an own 
food industry
Priority has to be given to domestic food production
Achieving fair prices for producers means involving the whole supply 
chain incl. retailers
Need to address policies beyond tariff protection in order to contribute 
to the eradication of hunger (e.g. investment, services, IPR)
Fair trade is a positive example showing how exports can maintain the 
livelihoods of people living in rural areas


