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GATT offers trade barrier reform

The following are excerpts from a keynote address given by Thomas C.
Griffith, executive vice president and chief operating officer of Central
Soya Co. Inc., at the AOCS business breakfast Monday morning, May 9,
1988, in Phoenix, Arizona. Griffith delivered the talk in place of David
Swanson, Central Soya’s cheif executive officer and president, who was

unable to attend.

History has shown us time and
again that barriers, however well-
intentioned, are counter-productive
in any endeavor.

Perhaps most counter-produc-
tive today are the barriers that na-
tions have erected between them-
selves. These are the barriers that
become the heaviest burden on tax-
payers, cause unstable prices and
stand in the way of better diets for
those in lesser-developed countries.

The most paralyzing of these
is the inability of the world’s na-
tions to work in concert for the
betterment of all. These keep us
from shifting unnecessary govern-
ment and consumer expenditures
away from the production of costly
surpluses and toward more worth-
while products and services, and
toward further research efforts.

There are certain facts of life
that have led to these national bar-
riers, which most often take the
form of agricultural subsidies and
protectionist trade restrictions.
Probably the most compelling mo-
tivation is the almost universal be-
lief among nations that they must
be self-sufficient in food produc-
tion. It’s been noted that wars have
been fought, won and lost over
food, and sometimes Americans un-
derestimate the depth to which that
feeling goes in many parts of the
world.

In the U.S,, there is a philoso-
phy and a confidence that mankind
generally is better off under free
trade than under highly managed
trade. In other parts of the world,
wars, inflations, depressions and
other instabilities have been less
kind. Many countries feel strongly
that the benefits of free trade, how-
ever efficient, do not outweigh the
risk factor involved.

Virtually every country wants
to maintain and, in some cases, in-
crease its agricultural self-suffi-

ciency. Subsidies and trade barri-
ers have produced surpluses in at
least 30 countries. To one degree
or another, however, even some of
the most protective countries feel
that the pendulum may have swung
too far and that costs are out of
hand. Even the most cautious coun-
tries recognize the powerful dynam-
ics behind the law of comparative
advantage that says each society
will have a better standard of liv-
ing if it produces what it can do
best and trades that product or serv-
ice with other countries that like-
wise produce what they can do best.

Today, one need only to look
at Korea or any of the four “Asian
dragons” that demonstrate what
a free market economy can do even
in countries with few natural re-
sources. We have many compara-
tive advantages in the U.S., but
potential further gains associated
with international specialization are
being thrown away by protection-
ism in agricultural markets. The
lowering of barriers could allow
each country’s specialization to
make the whole world richer.

Policy makers now have an op-
portunity to make real progress in
trade liberalization and agricultural
reform at the upcoming General
Agreement on Tariffs and Trade
(GATT).

For years, strong domestic po-
litical forces in many countries kept
any serious discussion of agricul-
ture off the agenda out of fear that
freer trade would mean abandon-
ing farm support programs. There
were occasional efforts to control
the worst agricultural trade viola-
tions, but for the most part they
were toothless and half-hearted.
Now, governments are calling on
the GATT to negotiate both inter-
national and domestic policy re-
forms to alleviate tensions in global
agricultural trade.

Agriculture’s move from low
to high priority in the international
arena can be attributed to a num-
ber of factors. First is the skyrock-
eting cost of farm programs. The
U.S. farm program cost taxpayers
almost $26 billion in 1986, com-
pared to $3 billion just six years
earlier. In the European Economic
Community (EEC), costs have dou-
bled in the past seven years and
will reach almost $25 billion this
year. As the U.S. and EEC fought
subsidy wars to retain their mar-
kets, other exporters have seen
their budget outlays increase and
export earnings plummet.

Second is the unhappy combi-
nation of shrinking markets and
expanding supplies. In the 1970s,
demand for agricultural products
grew about 3%, and supply in-
creased about 2.6% annually. This
led to one of the biggest booms in
agricultural history, with soaring
farm income and commodity prices.
In the 1980s, growth in demand
dropped to 1.4% annually, while
production increased at a pace of
almost 3%.

Third is the unhappy outlook
for continued lower growth in de-
mand than in supply. The debt-
ridden developing countries, which
accounted for most of the increase
in global trade in the 1970s, are
likely to be in for a long struggle.
Despite massive debt restructur-
ing, total foreign debt for all but
two of the 15 most heavily indebted
countries has actually increased.
Meanwhile, global production
seems poised for continued expan-
sion. Countries have made signifi-
cant and to a large extent irrevers-
ible investments in agricultural pro-
duction. Also, new technologies are
coming on line that will lower pro-
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duction costs, increasing both pro-
ductivity and competition.

Few gain from the current dis-
array. Consumers lose (prices are
kept high to support farmers), tax-
payers lose (governments support
their agricultural sectors), farmers
lose (government-financed compe-
tition tends to force prices lower)
and agribusiness loses (trade slows,
and production cuts are enforced).

In the U.S. and EEC, there is
increasing recognition that expen-
sive policies are helping not the
smaller farmers for whom they are
designed but are benefiting the larg-
est and most profitable. Worldwide,
there is concern that the subsidy
battles and protectionist barriers
in agricultural trade will spill over
into other arenas.

These forces call for reform, but
they do not promise what kind.
Thus far, three major proposals
have been placed before the GATT.

The U.S. is calling for the elimi-
nation over a 10-year period of all
subsidies that distort production
and trade. It asks for an immedi-
ate move toward this goal with no
interim measures to provide short-
term improvements.

The EEC calls for negotiations
to reduce budget costs as soon as
possible and then to reduce, but
not eliminate, agricultural subsi-
dies.

A third proposal has been sub-
mitted by the Cairns Group, a col-
lection of 14 developed and devel-
oping, exporting and importing
countries. Formed in 1986, it in-
cludes such players as Argentina,
Australia and Brazil. Their ultimate
objective is to achieve total trade
liberalization, toward which they
propose to move in three stages.
They advocate the implementation
of early relief measures by the end
of 1988 or as soon as there is agree-
ment on a long-term framework of
free trade. There then would be a
10-year transition period to allow
countries to adjust to that frame-
work.

Other countries, including Can-
ada and Japan, have submitted or
will submit their own proposals in
the coming months,

The proposals all support a
move to freer trade while maintain-

ing some types of support for farm-
ers. But it is not clear that GATT
will be able to deliver. They are far
apart on important details, includ-
ing timetables, methods of meas-
uring and monitoring compliance,
and policy coverage.

More importantly, in each coun-
try there are weighty political
forces resisting the reforms of the
GATT proposals. The combination
of political resistance to freer trade
and economic imperatives for
change may force individual coun-
tries to spurn multilateral solutions
and enact ad hoc unilateral reforms
that push domestic problems fur-
ther onto the international market.

It is important that this not
happen. While agriculture employs
a small portion of the labor force
in most developed countries, it ac-
counts for a much larger portion
of gross national product when food
processing, fertilizers, retailing,
transportation, exporting, market-
ing, machinery and petroleum are
included. In the U.S., for example,
just over 2% of the population is
employed in farming per se, but
almost 20% of total U.S. income
is generated by the food and agri-
cultural system.

Agricultural assets, such as
real estate and operating loans,
stand behind a substantial amount
of bank and insurance company port-
folios in developed countries. In
most developing countries, agricul-
ture is the main source of employ-
ment and the export earnings that
repay international debts and drive
international trade. If progress is
not made in the GATT, farmers
and agribusiness in both developed
and developing countries and the
economies that depend on them will
be subject to increasingly volatile
and stressful conditions.

Gains from agricultural and
trade policy reforms for research
and technology can be couched both
in economical and in moral terms.
It’s obvious that spending $26 bil-
lion in federal funds in the U.S.
alone to produce surpluses that lay
in government storage is not a good
deal. Costs of this magnitude place
substantial drains on economies.
Producing commodities that have
no markets is ultimately not sus-

tainable and hides the opportuni-
ties to satisfy new commerical de-
mands. Multilateral ‘‘disarma-
ment” in agricultural trade offers
the possibility of shifting billions
of dollars to productive uses.

This will not be an easy job,
and progress will come slowly. The
relationship between current farm
policies and considerations of food
security, environmental integrity
and rural viability always will be
confronted with difficulty. National
governments, or factions within
those governments, will continue
to fret about possible instability
in world agricultural markets. In-
security of food supplies from ‘“‘un-
reliable” sources will worry some,
and be exploited by others foster-
ing self-interest of domestic agri-
culture and agricultural industries.

The stakes are very high, in
some cases life and death. Policy
reform is perhaps the best way to
provide relief from the unjustifi-
able paradox of industrial country
surpluses and chronic famine in
some developing countries. Accel-
erated development of poor coun-
tries comes, in part, through your
efforts, perhaps through the devel-
opment of seeds that can grow in
near desert-like conditions. With
increased volumes of lower-cost
farm products available in a world
without trade barriers, processing
industries could look for expand-
ing opportunities to use their ex-
isting capacities more fully and to
expand efficient systems interna-
tionally. Farmers and processors
could also spend more money look-
ing for broader opportunties in in-
dustrial products such as new mar-
kets for plasticizers or genetically
altered corn that converts more ef-
ficiently into ethanol.

Whatever strides we make in
creating a world without barriers,
a world that eats better, enjoys bet-
ter health and has fewer living at
subsistance levels, it’s clear that
the most unpardonable sin is com-
placency. Each of you, in your re-
search projects, has the ability to
alter our food and industrial com-
plex for the better. This is a mis-
sion that is of profound importance.

JAOCS, Vol. 65, no.7 (July 1988)



