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SUMMARY:
... In September 2003, the Fifth Ministerial meeting of the World Trade Organization (WTO) in Cancun, Mexico, collapsed abruptly as a consequence of bitter disputes between the wealthy, industrialized countries of the North and the
less affluent countries of the South over agricultural subsidies. ... " The World Bank report goes on to argue that agricultural trade liberalization in both the North and the South will enable the South to combat poverty and to promote economic development by capitalizing on its comparative advantage in agricultural production. ... For example, one of the
consequences of the North American Free Trade Agreement (NAFTA) was a substantial increase in the amount of
cheap, subsidized U.S. corn exported to Mexico, which produced a 70 percent decline in Mexican corn prices. ... On
the contrary, my work has consistently decried the devastating impact of Northern agricultural subsidies and import
barriers on small farmers in the global South, and has called for agricultural trade liberalization in the North as the necessary prerequisite to poverty alleviation in the South. ... By labeling the consequences of trade liberalization as inconvenient "externalities," the proponents of neoliberal orthodoxy trivialize the significant social and environmental consequences associated with the shift of "modern" industrial agriculture from the North to the South as the elimination of
Northern subsidies makes agricultural production in the North more expensive. ...
TEXT:
[*65]
Introduction
In September 2003, the Fifth Ministerial meeting of the World Trade Organization (WTO) in Cancun, Mexico, collapsed abruptly as a consequence of bitter disputes between the wealthy, industrialized countries of the North and the
less affluent countries of the South over agricultural subsidies. n1 Claiming that the $ 300 billion annual subsidies paid
by the North to the world's wealthiest farmers undermine the livelihoods of millions of poor farmers in the South, delegates from [*66] Asia, Africa, Latin America and the Caribbean walked out of the negotiations to protest the unwillingness of the United States and the European Union to curtail their massive agricultural subsidies. n2 The negotiations
did not resume until the U.S. and the E.U. agreed to curb agricultural protectionism. n3
Two years later, in November 2005, over 30,000 demonstrators faced chain link fences, police and tear gas at the
Summit of the Americas in Mar del Plata, Argentina, to oppose the hemisphere-wide free trade agreement known as the
Free Trade Area of the Americas (FTAA). n4 The summit ended without clear agreement among the 34 leaders of Western Hemisphere nations on when and how to resume the stalled FTAA negotiations. n5
These events highlight the growing dissatisfaction in the global South with the rules governing international trade
and, more broadly, with the neoliberal economic model promoted through U.S. foreign policy and through multilateral
institutions such as the World Bank, the International Monetary Fund (IMF) and the WTO. n6 Popularly known as the
"Washington Consensus," this economic model [*67] seeks to open the markets of the global South to foreign competition by imposing a standard package of economic reforms, including, inter alia, trade liberalization, privatization of
industry and public services, deregulation, curtailment of government expenditures, elimination of barriers to direct
foreign investment, financial liberalization, and enforcement of private property rights. n7
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One of the chief criticisms of the neoliberal economic reforms imposed by multilateral trade and financial institutions is that these reforms systematically disadvantage the South by allowing the North to protect its industries while
requiring market openness in the nations of the South. n8 Nowhere is this more apparent than in the agricultural sector.
While the United States and the European Union lavishly subsidize their farmers and utilize tariffs to protect domestic
producers from Southern competitors, the trade rules in the WTO Agreement on Agriculture and the structural adjustment programs mandated by the World Bank and the IMF require Southern nations to open their markets to ruinous
competition from highly subsidized U.S. and E.U. producers. n9 The health and safety standards that exclude the agricultural products of the South from Northern markets exacerbate these inequities. n10 In other words, "free trade" is a misnomer. The legal regime governing [*68] international agricultural trade institutionalizes a highly uneven playing field
by permitting protectionism in the North while requiring Southern nations to open their markets to highly subsidized
foreign competition. n11
As a consequence of this double standard, the United States and the European Union are currently rendering small
farmers destitute in Asia, Africa, and Latin America by dumping agricultural products on world markets at below the
price of production. n12 For example, the U.S. exports cotton at prices 47 percent below the cost of production; wheat at
prices 28 percent below the cost of production; rice at prices 26 percent below the cost of production; and corn and soybeans at prices 10 percent below the cost of production. n13 According to a report by the International Food Policy Research Institute, Northern subsidies and import barriers cost Southern countries $ 24 billion per year in foregone agricultural and agro-industrial income. n14 It is hardly surprising that agriculture continues to be one of the most explosive issues in the WTO negotiations.
Many proponents of the neoliberal economic model would accept the above analysis, but would argue that the solution is to "level the playing field" by requiring the North to eliminate agricultural subsidies so as to enable Southern
countries to reap the benefits of their "comparative advantage" in agricultural production. n15 In other words, the claim is
that agricultural trade liberalization, if implemented in an even-handed manner in both the North and the South, would
raise living standards and alleviate poverty in the countries of the global South. n16 Furthermore, these free [*69] market
reforms would also improve environmental quality by eliminating the subsidies that promote the over-exploitation of
land and the excessive use of fertilizers and pesticides. n17
There is no question that the South would benefit in the short term from the elimination of Northern subsidies and
import barriers. n18 The phasing-out of protectionism in the United States and the European Union would raise the incomes of Southern farmers, and would give Southern farmers access to lucrative Northern markets. n19
However, it would be a mistake to regard trade liberalization in the North as sufficient to address the inequities in
the global trading system that maintain the subordinate status of the global South. Applying the same rules to poor
countries and wealthy countries will only reinforce the economic dominance of the latter in the absence of efforts to
grapple with deeper structural inequities in the global trading system that have their genesis in colonialism. n20 As explained in Part IV below, the declining terms of trade for agricultural products relative to manufactured goods will perpetuate poverty in agro-exporting Southern countries even if Northern agricultural subsidies and import barriers are
eliminated. In order to ensure that specialization and trade genuinely benefit the South, trade liberalization in the North
must be accompanied by modifications in the rules governing international trade in order to allow Southern governments to utilize the protectionist tools historically used by the North to achieve economic diversification and industrialization. Rather than being consigned to patterns of agro-export specialization imposed during the colonial period and
maintained after political independence, Southern countries must be permitted to utilize tariffs, subsidies and other
forms of state intervention in order to promote those industries most likely to contribute to long-term national welfare.
In other words, only an asymmetrical set of rules requiring market openness in the North and permitting protectionism
in the South can begin to provide redress for the inequities caused by colonial exploitation of the South and by Northern
protectionism. These and other recommended reforms of the legal regime governing international trade are discussed at
greater length in Part V below.
The notion that "leveling the playing field" by liberalizing trade will benefit both the North and the South is often
justified on the basis of the central tenet of neoclassical trade theory: the theory of comparative advantage. n21 This article draws [*70] upon orthodox and heterodox economic analysis in order highlight some of the limitations of the theory of comparative advantage as applied to the agriculture sector and to explain why "leveling the playing field" by liberalizing agricultural trade in both the North and the South is necessary but not sufficient to address problems of Southern poverty and natural resource degradation. In so doing, the article contributes to the LatCrit literature on globalization and economic injustice, n22 to the critical literature on economic development, n23 and to the broader effort to develop
a progressive law and economics literature compatible with the promotion of social justice.
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Many of the points made in this article about agricultural trade could easily be translated to other economic sectors.
However, I have chosen to focus on agricultural trade because it is central to the economies of the poorest nations in the
global South and because it is one of the key issues that threaten to derail the Doha Round of WTO negotiations. Many
of the article's observations about the limits of the theory of comparative advantage will be familiar to economists. My
goal is not to break new ground in economic theory, but to apply the insights of economists to contemporary debates
over agricultural trade policy in a way that is accessible to those with little or no economic training.
The article does not purport to address all of the limitations of the theory of comparative advantage n24 or to critique
all of the proponents of neoclassical trade theory. n25 Rather, the article takes aim at the myths and misconceptions about
the [*71] theory of comparative advantage that underlie the neoliberal policy prescriptions of the IMF, World Bank
and the WTO (the "Bretton Woods Institutions") in the context of agricultural trade and production.
Part I explains the pivotal role of the theory of comparative advantage in justifying the mythology of free trade. Part
II places agricultural trade policy in context by explaining the economic, ecological, and cultural importance of the agricultural sector in the global South. Part III describes the benefits of specialization and trade and discusses two of the
most common objections to the trade liberalization agenda of the Bretton Woods Institutions. Part IV critiques certain
assumptions underlying the theory of comparative advantage that are particularly relevant to agricultural trade and production. Part V draws upon the critique in Part IV to argue that elimination of Northern protectionism is necessary but
insufficient to address the problem of Southern poverty and natural resource degradation. Part V concludes with a discussion of alternative economic strategies designed to enhance the welfare of the global South.
I. Comparative Advantage: Pillar of Free Trade Mythology
The theory of comparative advantage serves as the theoretical justification for the neoliberal economic model advocated by the IMF and the World Bank and promoted by the WTO. n26 According to the theory of comparative advantage,
each country should produce those goods for which it is relatively best suited by virtue of natural or historic circumstances and should trade such goods for those that the country produces less efficiently. n27 Thus, countries with abundant natural resources and little capital should capitalize on their "comparative advantage" in agricultural production
and should trade with other countries for manufactured goods. n28 Economic specialization, export-oriented trade policy,
and the elimination of trade-distorting subsidies and import barriers will promote economic efficiency and will permit
each nation to maximize both economic output and aggregate income. n29 [*72] Neoclassical trade theory thus posits an
even playing field, where every country, rich or poor, can benefit from international trade as long as government intervention in the market is either strictly prohibited or limited only to exceptional circumstances. n30
The theory of comparative advantage plays a central role in legitimizing both the ideology of free trade and the legal edifice erected under the auspices of the WTO to implement that ideology. n31 The underlying assumption of the proponents of trade liberalization is that government intervention in trade and production distorts price signals, thereby
leading a country to specialize in products for which it does not have a comparative advantage. n32 Thus, the two basic
principles of WTO/GATT doctrine - the "most favored nation" principle in GATT Article I and the "national treatment"
principle in GATT article III - are designed to scale back state intervention in the market by ensuring equal treatment of
traded goods regardless of their country of origin. n33 Similarly, the GATT's reduction of tariff and non-tariff barriers and
prohibition of quotas are designed to promote efficiency by allowing market forces to dictate the flow of goods. n34
While both neoclassical and heterodox economists have examined the ways in which market failures distort comparative advantage, n35 proponents of the neoliberal economic model nevertheless embrace the theory of comparative
advantage with a quasi-religious fervor. n36 The mythology of free trade, as embodied in neutral-sounding GATT legal
principles, makes trade liberalization seem natural and inevitable, and constrains our ability to envision different economic arrangements designed to promote the interests of the global South. It is therefore imperative for progressive legal scholars to question this dogma in order to promote open debate about alternatives to the neoliberal economic order.
In the context of agricultural trade policy, deconstructing the mythology of free trade must begin with an analysis of the
economic, ecological, and cultural importance of agricultural production in the global South.
[*73]
II. The Role of the Agricultural Sector in the Global South
Many countries in the global South depend on agricultural production as a source of food, income, employment, and
foreign exchange earnings. Approximately 2.5 billion rural dwellers in the South rely on agriculture for their livelihoods. n37 Over 50 Southern nations depend on the export of three or fewer agricultural products for a substantial portion
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of their foreign exchange earnings. n38 Agricultural production is economically significant even in Southern nations with
highly diversified economies. In Mexico, for example, corn production alone utilizes 60 percent of the country's cultivated land, provides employment for approximately 3 million farmers (8 percent of the Mexican population and 40 percent of agricultural workers), and supplies the staple food of the Mexican diet. n39
Agriculture also plays a vital role in the conservation of the biological diversity necessary to safeguard the health
and resilience of the world's food supply. n40 The biodiverse cultivation systems characteristic of many small farms
throughout the global South preserve countless indigenous crop varieties, promote natural resistance to pests and disease, conserve soil fertility, minimize dependence on harmful agrochemicals, reduce the risk of catastrophic crop failure
in the event of a blight, and improve human nutrition by providing a rich array of plants and animals for human consumption. n41 Even though thousands of crops have been cultivated since the dawn of agriculture, the world's food supply is currently dangerously dependent on approximately 100 species of food crops. n42 Unsustainable farming practices
that erode genetic diversity can lead to irreversible biological losses that destroy the reservoir of genetic resources necessary to recover from serious environmental disturbances. n43
In addition to producing food, conserving biodiversity, and preserving the long-term resilience of the world's food
supply, the biodiverse traditional farming systems of the South provide valuable ecosystem services to local communities. These ecosystem services include water purification, flood protection, wildlife conservation and aesthetically pleasing landscapes. n44
Furthermore, agricultural production plays an important cultural and social role in many Southern nations. n45 For
example, corn has been cultivated for thousands of years in Mesoamerica, and is widely used in traditional medicine,
religious [*74] ceremonies, and the cuisine of local and indigenous communities. n46 Indeed, cultural diversity and biological diversity are often closely intertwined. n47 All over the world, traditional farmers innovate, experiment and adapt
agricultural practices to local conditions while preserving and passing on specialized knowledge about the medicinal,
nutritional and other qualities of the diverse plants and plant varieties used by their communities. n48
However, agricultural production also generates significant human health and environmental hazards, particularly
when it uses the chemical-intensive, monocultural farming techniques ("industrial agriculture") prevalent in the North
and increasingly common in the South. n49 These hazards include exposure to toxic agrochemicals, contamination of
water supplies by pesticide and fertilizer runoff, depletion of aquifers, deforestation, erosion of biological diversity, and
soil degradation. n50
In short, agricultural production serves important ecological, economic, and social functions. Regrettably, neoclassical trade theory often treats agricultural products as mere commodities and disregards the positive environmental and
social externalities of sustainable farming techniques as well as the negative environmental and social externalities of
industrial agriculture. n51 Furthermore, the proponents of trade liberalization often fail to take into account the ways in
which countries that specialize in agro-export production are increasingly marginalized in the global economy. n52 These
issues are discussed in greater detail in Part IV below.
III.
"Leveling the Playing Field": A Preliminary Critique
The theory of comparative advantage is theoretically sound when it argues that there are benefits to economic specialization and trade. In general, the theory of comparative advantage is correct that global efficiency is increased when
countries produce the goods for which they are relatively best suited and import goods produced more efficiently elsewhere. n53
However, as a practical matter, reducing state intervention in the market in order to promote specialization and
trade in accordance with "comparative advantage" will not necessarily maximize efficiency or improve aggregate social
welfare. As explained in Part IV below, specialization and trade can decrease global [*75] efficiency when markets fail
to internalize the ecological and social costs of production, when markets are unstable or are subject to monopolistic
abuse, when the costs of adjusting to market-induced shifts in production patterns outweigh the benefits, and when
countries are obliged to specialize in traditional export products rather than being permitted to elect economic specializations designed to capitalize on contemporary market opportunities. Indeed, unregulated market activity will aggravate
Southern poverty and reinforce North/South inequality when world market prices for traditional Southern exports (such
as agricultural products and textiles) decline over the long term in relation to the price of imports.
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Before elaborating on these examples of market failure and explaining their relevance to contemporary debates
about agricultural trade policy, it is useful to highlight two broad critiques of the trade liberalization agenda of the IMF,
the World Bank and the WTO. One of the critiques is theoretical. The other is empirical. Both critiques inform the more
agriculture-specific market failure discussion in Part IV, but they are also broadly applicable to trade in goods generally.
Drawing upon the insights of critical race theory, the first critique is that free trade orthodoxy perpetuates the subordination of the South under the guise of formal equality. n54 In other words, "leveling the playing field" by promoting
free market reforms in both the North and the South is necessary but insufficient to address the problem of Southern
poverty. Formal equality among nations with vastly unequal economic power will only reinforce the dominance of the
North by failing to address the entrenched economic imbalances rooted in centuries of Northern colonial exploitation
and decades of Northern protectionism (most notably in agriculture, steel and textiles). n55 Indeed, some critics have referred to this neoliberal vision of international trade as "international Lochnerism." n56 It seeks to forbid the state from
intervening in the "free market" in order to subsidize particular industries or to provide favorable treatment to any particular trading partner - much as Lochnerism forbade the state from interfering with "freedom of contract" in order to
limit the hours that employees could be required to work. n57 Thus, the critics contend, a regime of formal equality imposed upon conditions of substantive inequality will inevitably serve the interests of the dominant group at the expense
of the subordinated group n58 and will reinforce the privileged position of Northern economic actors in international
trade. n59
This critique is consistent with the "structuralist" or "dependency" critiques of certain early postcolonial development scholars based primarily in the global [*76] South. n60 As explained in Part IV below, Northern countries industrialized their economies through the use of subsidies, tariffs and other forms of state intervention while most Southern
countries remained locked into poverty as a consequence of the colonial division of labor that relegated them to the production of raw materials for the benefit of the North. n61 Postcolonial development scholars advocated state intervention
to promote economic diversification and industrialization, pointing out the disadvantages of agro-export specialization.
n62
However, once Northern countries diversified and industrialized their economies, they became staunch opponents of
state intervention in economic activity. n63 Thus, even though the North achieved economic prosperity through protectionist means, neoliberal mythology now posits "free trade" as the one and only path to "development." In so doing,
neoliberalism uses formal equality ("leveling the playing field" by liberalizing trade in both the North and the South) to
perpetuate the economic advantages gained as a result of the colonial division of labor and of the North's current and
historic use of economic protectionism. Part IV draws upon this insight in its discussion of static versus dynamic comparative advantage.
A second critique of neoliberal orthodoxy demonstrates through empirical evidence that trade liberalization has exacerbated global inequality by increasing the income gap between the world's poorest and wealthiest denizens. n64 Trade
liberalization has had a particularly devastating impact on small farmers in the global South. According to studies conducted by the United Nations Food and Agriculture Organization (FAO) and various non-governmental organizations,
agricultural trade liberalization has benefited large export-oriented agricultural enterprises at the expense of small farmers, exacerbated rural poverty and unemployment, and accelerated migration from rural areas. n65 In addition, the exportoriented economic [*77] strategy favored by neoclassical trade theory has imposed serious environmental costs on the
South, including the erosion of agrobiodiversity, greater pesticide-related illness, agrochemical contamination of
groundwater and surface waters, depletion of local aquifers, deforestation, and soil degradation. n66
Proponents of trade liberalization would assert, however, that its negative effects in the agricultural sector are due
to the high levels of agricultural protectionism in the North and in certain countries of the South. n67 Indeed, a recent
report published by the World Bank candidly acknowledged that "a development strategy based on agricultural commodity exports is likely to be impoverishing in the current agricultural policy environment in which policymakers in
many countries have mercantilist and protectionist reflexes that, when aggregated, compromise world trade in agricultural and food products." n68 The World Bank report goes on to argue that agricultural trade liberalization in both the
North and the South will enable the South to combat poverty and to promote economic development by capitalizing on
its comparative advantage in agricultural production. n69
This position, in a nutshell, is what the remainder of this article seeks to refute. While this article emphatically
agrees that eliminating Northern protectionism is essential to the economic well-being of the South, it argues that additional reform of the rules governing international trade is necessary in order to address the underlying structural inequities that perpetuate Southern poverty and promote environmental degradation. In particular, this article argues that
Southern countries must be permitted to diversify and industrialize their economies using the same protectionist instruments historically employed by the North to achieve economic prosperity. Furthermore, the rules governing interna-
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tional trade in agricultural products must address market distortions caused by the domination of agricultural trade by a
handful of multinational corporations. Finally, the rules governing international trade must be harmonized with legal
obligations arising under international environmental and human rights treaties - particularly the obligation to preserve
biodiversity and the fundamental right to food.
[*78]
IV. Deconstructing Neoclassical Trade Theory: the Limits of Comparative Advantage
Contrary to the assertions of the World Bank, an economic strategy based on "comparative advantage" in agricultural
production will not alleviate poverty or bring prosperity even if Northern subsidies and import barriers are lifted. Indeed, trade liberalization in the North is likely to accelerate the degradation of the natural resource base necessary for
agricultural production, and intensify Southern poverty in the long run for the six reasons discussed below.
First, countries that rely on their "comparative advantage" in agro-export production are disadvantaged in the global
economy as a consequence of the declining terms of trade for agricultural products vis-a-vis manufactured goods and
the historic volatility of agricultural commodity markets. n70 Second, neoclassical trade theory frequently relegates the
nations of the global South to economic specialization in their traditional exports - even if this specialization was imposed rather than chosen and even if it is disadvantageous under current market conditions. n71 By focusing on static
rather than dynamic comparative advantage and by precluding governmental intervention in the market to create new
comparative advantages, the predominant interpretation of the theory of comparative advantage deprives the South of
the state interventionist tools used by Northern nations to diversify and industrialize their economies. n72 Third, the theory of comparative advantage assumes perfect competition n73 and thereby fails to take into account market distortions
caused by the dominant role of transnational corporations in global agricultural trade. n74 Fourth, the failure of market
prices to reflect social and environmental externalities results in a mis-identification of comparative advantage and in an
international division of labor that exacerbates poverty and environmental degradation. n75 Fifth, neoclassical trade theory frequently underestimates the costs of adjusting to the economic dislocations caused by shifting patterns of economic specialization. n76 Finally, the economic specialization promoted by neoclassical trade theory is inherently incompatible with the biological diversity necessary to promote agroecosystem health. n77
A. Volatility and Long Term Decline in the Terms of Trade for Agricultural Commodities
The deterioration in the terms of trade for agricultural products in relation to manufactured goods, described approximately 50 years ago by economists Raul [*79] Prebisch and Hans Singer, and confirmed by subsequent data, n78 has
generated severe economic losses and mounting debt in much of the global South. n79 For example, the terms of trade
between agricultural commodities and manufactured goods declined by more than forty percent between 1980 and
1998, and agricultural prices fluctuated significantly during this period. n80 As a result, countries that specialize in agroexport production were deprived of the stable and steady revenue streams necessary for productive investment and for
the purchase of goods not produced domestically. n81
Economic specialization in agro-export production is closely correlated with poverty and undernourishment. n82 The
most food insecure countries in the global South are those that divert prime agricultural lands to export production and
rely on a small number of agricultural exports to generate the foreign exchange earnings necessary to import the foods
required for domestic consumption. n83 Approximately 43 countries in sub-Saharan Africa, Latin America and the Caribbean depend on agricultural exports for over fifty percent of export revenues, and depend on a single agricultural commodity to generate over twenty percent of total foreign exchange earnings. n84 These countries are far more vulnerable to
market-related and weather-induced economic shocks than countries with highly diversified economies. Poor harvests,
adverse weather conditions, market volatility and declining agricultural prices can interfere with the ability of these
countries to purchase food and other essential items on world markets. n85 Economic diversification and industrialization
are thus necessary to promote food security and poverty alleviation. n86
Notwithstanding the economic vulnerability associated with agro-export specialization, the structural adjustment
programs imposed by the World Bank and the IMF on debtor nations have promoted comparative advantage in agricultural production as a means of earning the revenue with which to service debt, thus [*80] impeding economic diversification and industrialization. n87 Ironically, structural adjustment has depressed the export earnings of debtor nations by
glutting world agricultural markets and causing agricultural commodity prices to decline. n88 The emphasis by the World
Bank and the IMF on agro-export specialization has been disastrous for the global South. In sub-Saharan Africa, for
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example, the terms of trade for agricultural products have been declining at an alarming rate since 1980, resulting in
deteriorating balance of payments, quadrupling of debt, declining standards of living, and growing hunger. n89
Regrettably, the World Bank continues to endorse agro-export specialization as a viable economic strategy, provided that both the North and the South eliminate agricultural subsidies and import barriers. n90 In the recent World Bank
report discussed in Part III of this article, n91 the World Bank acknowledges that most successful developing countries do
not rely on agro-export production to finance economic development, and even concedes that an agro-export-led development strategy is likely to be impoverishing in the current protectionist economic climate. n92 The report, however, does
not address the World Bank's historic role in promoting the very agro-export specialization that the report now finds
impoverishing; nor does the report discuss the declining terms of trade for agricultural commodities in relation to manufactured goods. It is unclear whether the authors of the World Bank report believe that agricultural trade liberalization
will reverse the long-term decline in the terms of trade for agricultural commodities or whether the failure to address
this issue is an analytical oversight. Since the elimination of agricultural protectionism will not address the factors cited
in the economics literature for the long-term decline in agricultural commodity prices relative to manufactured goods, it
appears unlikely that the agro-export specialization advocated by the World Bank will prove to be a viable economic
strategy. n93 The World Bank report is a classic example of the neoliberal orthodoxy that this article seeks to deconstruct.
[*81]
B. Static Versus Dynamic Comparative Advantage: Reinforcing the Colonial Legacy
The patterns of trade and production that produce poverty and undernourishment in the global South have their origins
in colonialism. n94 Postcolonial development scholars have long pointed out that European economic prosperity was
predicated on the "underdevelopment" of the non-European world via conquest, colonial domination, and exploitation
of the peoples and resources of the conquered societies. n95 The transfer of raw materials from the colonized "periphery"
(South) to the colonizing "core"(North) created economic prosperity in the North and economic stagnation in the South.
n96
The penetration of capitalism "underdeveloped" the South by extracting indigenous resources, disrupting indigenous
social, economic and political systems, and transforming self-reliant subsistence economies into economic satellites of
the North that were dependent on exporting raw materials and importing manufactured goods. n97 After political independence, this regime continued; many countries in the global South continued to specialize in agro-export production
and to import manufactured goods. n98
From this postcolonial critical perspective, the agricultural trade liberalization advocated by the World Bank may
benefit the South in the short run, but will ultimately perpetuate the economic dominance of the North by reinforcing
agro-export specialization rather than promoting economic diversification and industrialization. Rather than encouraging Southern countries to employ state intervention to create new comparative advantages in industries that promise
long-term rewards under contemporary market conditions, the World Bank report appears to endorse a static conception
of comparative advantage that would replicate patterns of production imposed during the colonial era. n99
Specifically, the World Bank's endorsement of agricultural trade liberalization fails to take into account the concessions that the South will likely have to make in order to persuade the Unites States and the European Union to phase out
agricultural subsidies and tariff barriers. For example, in the WTO negotiations on non-agricultural market access, the
North is pressing the South to substantially reduce tariffs on manufactured goods. n100 Indeed, India and Brazil recently
agreed to open their markets to Northern manufactured goods and services in exchange for [*82] additional liberalization of Northern agricultural markets. n101 Such concessions may deprive the South of badly needed tariff revenues, while
exposing the South to de-industrialization and loss of jobs if goods produced by local industries are unable to compete
with Northern imports. n102
In essence, the objective of trade liberalization is to limit the ability of states to protect or promote domestic industries on the theory that state intervention distorts comparative advantage and produces inefficiency. n103 The proponents
of trade liberalization attribute the economic success of the North to liberalized trade and financial flows, and argue that
these policies will likewise benefit the South. n104 However, the historical record suggests otherwise. n105 Contrary to the
free market prescriptions of the IMF, the World Bank and the WTO, nearly all Northern countries (including the United
States, Germany, France, Japan, and the United Kingdom) successfully diversified and industrialized their economies
through a broad array of interventionist industrial, trade, and financial measures that included tariffs, subsidies, state
financing of important industries, and even state-sponsored acquisition of intellectual property through industrial espionage. n106 Most recently, the Newly Industrializing Countries of South Korea and Taiwan created new comparative advantages in high productivity industries through the use of tariffs, subsidies, technology transfer requirements, and regu-
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lation of foreign investment. n107 All over the global South, the countries that rapidly industrialized in the aftermath of
the Second World War (such as Brazil, Chile, Mexico, India, and China) did so through selective industrial policy - the
use of a combination of state intervention and market incentives in order to promote those industries most likely to contribute to long-term national economic welfare. n108
Under the guise of "leveling the playing field," the free market reforms advocated by international trade and financial institutions threaten to exacerbate Southern poverty by prohibiting or phasing out the protectionist instruments historically used by the North and by certain middle-income countries in the South to achieve economic prosperity. The
justification for these free market reforms is a static notion of comparative advantage that would consign much of the
South to traditional agro-export production even though it is highly disadvantageous for the reasons noted in the preceding section. In order to develop policy alternatives designed to promote the economic welfare of the global South, it is
important to [*83] replace the static version of comparative advantage with a dynamic version that is responsive to
present day market conditions and is grounded in historical fact rather than popular myth about how the North acquired
its economic might. In short, the South must be permitted to intervene in the economy in order to promote those industries most likely to enhance long-term national economic welfare based on contemporary market opportunities (as opposed to historically imposed patterns of raw material production) and based on each country's unique endowment of
natural and human resources. n109
C. Distortions in Market Prices Caused by Monopolistic and Quasi-Monopolistic Practices
Neoclassical trade theory assumes perfect competition and may therefore neglect to account for distortions in market
prices resulting from the monopolization of trade and production in certain industries. n110 Agricultural trade is not conducted by countries or farmers. n111 Rather, vertically integrated corporations dominate almost every aspect of the production and distribution of agricultural products - from the sale of inputs (seeds, fertilizers, pesticides and equipment) to
the processing, shipping and marketing of agricultural output. n112 For example, over seventy-five percent of the global
pesticide market is controlled by five agrochemical companies. n113 Five grain trading corporations control over 75 percent of the world's cereals trade. n114 Similar market concentrations exist for other commodities, including coffee, cocoa,
tea, bananas, sugar, and pineapples. n115 The market power of these corporations allows them to extract high prices for
key agricultural inputs and to dictate prices for agricultural outputs - to the detriment of small farmers who are essentially price-takers trapped between powerful transnational enterprises. n116 Thus, market prices reflect the power of these
transnational actors rather than the true costs of production in the North or the South.
In its recent report on agricultural trade and developing countries, the World Bank quantifies the benefits of agricultural trade liberalization, and analyzes the likely distribution of these benefits between the North and the South. n117 Concluding that virtually all of the anticipated income gains in the South from agricultural trade liberalization will be due to
the removal of Northern tariff barriers, the World Bank report identifies Southern farmers as the likely beneficiaries of
greater access to Northern markets. n118 However, since transnational corporations and large domestic agro-exporters
control most of this export trade, it is unclear how much of the benefit will be retained by these large trading enterprises
and how much will actually trickle [*84] down to small farmers and to governments in the global South. n119 For example, in the banana industry, the European-based banana marketing corporations earn approximately 12 dollars for every
one dollar earned by Caribbean countries on banana exports. n120 In short, neoclassical trade theory presents a misleading
picture of the benefits of agricultural trade liberalization in the global South to the extent that it fails to account for the
domination of agricultural trade (on both the input and output end) by a handful of transnational corporations.
In addition, the neoliberal economic reforms promoted by the World Bank, the IMF, and the WTO deprive Southern governments of the ability to mitigate the power of transnational agribusiness because these reforms prohibit or restrict the use of subsidies and import barriers to nurture domestic agro-export enterprises and to protect domestic farmers from foreign competition. n121 The agricultural trade liberalization promoted by the proponents of neoliberalism
serves to reinforce the economic dominance of transnational agribusiness, by ignoring the market distortions caused by
the domination of agricultural trade by a handful of transnational corporations and by depriving the South of important
tools to mitigate the power of these enterprises.
D. Failure to Incorporate Environmental and Social Externalities
Neoclassical trade theory distorts comparative advantage by failing to take into account the environmental and social
costs of production. For example, one of the consequences of the North American Free Trade Agreement (NAFTA) was
a substantial increase in the amount of cheap, subsidized U.S. corn exported to Mexico, which produced a 70 percent
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decline in Mexican corn prices. n122 The increase in exports was so dramatic that by the year 2000, Mexico had become
the second most important export market for U.S. corn after Japan. n123
For the United States, the increase in corn exports was accompanied by an increase in serious environmental externalities not reflected in the price of corn, including soil erosion, high levels of agrochemical use, water pollution due to
pesticide and fertilizer runoff, unsustainable water utilization for irrigation, loss of biodiversity resulting from the conversion of grasslands and wetlands to agricultural use, and risks associated with the increased cultivation of genetically
modified corn. n124
For Mexico, the most significant social externality was the increase in rural poverty and unemployment resulting
from the precipitous drop in corn prices, which, in turn, accelerated migration from rural areas and threatened the integrity of [*85] indigenous and local farming communities. n125 The most significant environmental externality was the
threat to agrobiodiversity resulting from the out-migration of the farmers who cultivate Mexico's enormously diverse
indigenous corn varieties and the displacement of these traditional rain-fed corn varieties by other crops or by commercially available, non-native corn varieties. n126 An additional threat to agrobiodiversity was the possibility that genetically
modified corn crops might cross-pollinate with Mexico's indigenous varieties, thereby producing genetic contamination
potentially detrimental to Mexican corn or to beneficial organisms in the ecosystem. n127 Mexico responded to this threat
by declaring a moratorium on the planting of genetically modified corn seeds in 1998. n128 Nevertheless, genetically
modified corn has been found in Mexican fields, sparking widespread scientific debate and public alarm about genetic
contamination. n129
The commercial price for U.S. corn underestimates the true social costs of corn production by failing to internalize
the environmental costs discussed above. Conversely, the commercial price for Mexican corn fails to internalize the
social and environmental benefits of traditional corn cultivation, including the well-being of Mexico's indigenous and
traditional farming communities and the importance for Mexico and for the world's food supply of conserving Mexico's
diverse corn varieties.
Economist James Boyce has referred to this phenomenon as the "globalization of market failure." n130 Market failures in the United States interact with market failures in Mexico to create a price structure that misidentifies the United
States as the most efficient corn producer, thereby increasing environmental damage in the United States, undermining
the sustainable livelihoods of local and indigenous communities in Mexico, and jeopardizing an irreplaceable public
good - Mexico's reservoir of genetic diversity. n131 Liberalized trade based on commercial [*86] prices rather than on
true social and environmental costs can thus promote global inefficiency - a result that exacerbates both poverty and
environmental degradation.
E. Failure to Fully Account for the Costs of Adjusting to Dislocations Caused by Trade Liberalization
Some economists advocate neoliberal economic reforms on the assumption that countries can easily adjust to economic
dislocations occasioned by trade liberalization (such as loss of jobs, firms, and entire industries) because the overall
benefits of trade liberalization will outweigh the costs. n132 Thus, they argue, Mexican farmers rendered destitute by falling corn prices should migrate to the cities and find alternative employment. As the World Bank emphasizes, liberalization of agricultural commodity markets will inevitably produce winners and losers and will require the losers to find
alternative ways of earning a living. n133 According to the theory developed by neoclassical economists Eli Heckscher
and Bertil Ohlin, increased trade should bring increased demand for goods that use inputs in which a country has a
comparative advantage. n134 In countries where unskilled labor is relatively abundant, trade liberalization should produce
an increase in demand for this labor, thereby producing greater opportunities for those displaced from agricultural production. n135
Regrettably, these assumptions fail to take into account the consequences of the enormous transformation that has
taken place in the rural areas of the South in recent decades. n136 The remainder of this section explains this rural transformation and discusses its implications for the Heckscher-Ohlin theory.
The Green Revolution n137 and the export-oriented agricultural policies adopted by many countries in the global
South to service the foreign debt have driven billions of farmers off the land and into urban slums. n138 Both the Green
Revolution and the export-oriented policies favored by advocates of the theory of comparative advantage tend to benefit
large agro-exporting enterprises at the expense of small farmers because they require expensive inputs such as synthetic
fertilizers, chemical pesticides, and irrigation equipment unaffordable to most small [*87] producers. n139 In addition,
the surplus agricultural production resulting from the Green Revolution's high-yielding varieties tended to depress agri-
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cultural commodity prices and to deprive small farmers of the income needed to purchase agricultural inputs, pay taxes,
and purchase goods not produced on the farm - causing many to abandon the land. n140
By contrast, wealthy farmers generally benefit from policies that favor export-oriented production because they
have better access to capital and are often provided with tax breaks, subsidized credit, and other economic incentives
designed to promote cash crop production. n141 As cash crop production causes land values to rise, landowners raise
rents, evict squatters, and terminate tenancy and sharecropping arrangements in order to expand the land under cash
crop cultivation - by either growing the crops themselves or by leasing the land to more affluent farmers who can produce these lucrative crops. n142 The rise in land values creates incentives for wealthy farmers to expand their landholdings by acquiring land from poor farmers who lack the capital required for export production. n143 Finally, to the extent
that bilateral and multilateral trade agreements and IMF and World Bank loan conditionalities require Southern countries to relax restrictions on foreign land ownership, transnational corporations often participate in the land grab, thereby
accelerating the exodus of poor farmers from the countryside. n144
The exodus from rural areas in recent decades has been so great that unemployment in the global South is rising
rather than falling and real wages continue to decline. n145 Even in Mexico, a middle-income Southern country, job creation in the manufacturing sector has not kept pace with the post-NAFTA exodus from agriculture, thereby negating the
beneficial effects on of trade liberalization on employment and wages predicted by the Heckscher-Ohlin theory. n146 As
the Mexican example illustrates, trade liberalization has failed to deliver the promised wage and employment benefits in
the global South. This failure underscores the limitations of de-contextualized economic theories (such as the Heckscher-Ohlin theory) that neglect to consider historical contexts and real-world economic and political dynamics. n147
Unfortunately, the World Bank continues to prescribe agro-export production based on comparative advantage as a
way of "modernizing" agricultural [*88] production in the South. n148 Ignoring the real-world impact of "modern," export-oriented agricultural production, the World Bank's recommendations will exacerbate rural inequality and will perpetuate the exodus of poor farmers to the cities. n149 This, in turn, is likely to overwhelm the capacity of Southern governments to provide jobs and housing, accelerating migration to the North.
F. Biodiversity and the Problem of Export Monocultures
As explained in Part II of this article, biological diversity is necessary for the resilience of the world's food supply and
for the health of local ecosystems. n150 Industrial agriculture (as opposed to both traditional and modern farming systems
that cultivate diverse crops and diverse varieties of a particular crop) increases susceptibility to pests and disease, depletes the soil of vital nutrients, promotes reliance on chemical pesticides and fertilizers, increases the risk of catastrophic crop failure in the event of ecological disturbances (such as droughts and blights), and impairs human nutrition
by reducing the variety of foods consumed. n151 Thus, economic policies that directly or indirectly promote monocultural
production techniques jeopardize the biological diversity necessary for ecosystem health.
Neoclassical trade theory promotes economic specialization in goods in which a particular country possesses a
comparative advantage. For countries well-suited to agricultural production, neoclassical trade theory would counsel
specialization in a handful of primary agricultural commodities and importation of manufactured goods produced in
other countries. n152 By extending the principle of specialization from the factory to the field, neoclassical trade theory
runs afoul of the biological diversity necessary to preserve the health and long-term productivity of agroecosystems. n153
While it is understandable that David Ricardo, writing in the early 19th century, might not be familiar with the contemporary principles of ecology, it is alarming that the dominant model of agricultural production in the 21st century in the
North (and increasingly in the South) is one that breeds uniform, high-yielding crops utilizing enormous amounts of
agrochemicals in monocultural farming systems. n154
The Northern agricultural model was extended to the South in successive stages. Export-oriented agricultural production was introduced in Asia, Africa and Latin America during the colonial period as a means of supplying the colonizing powers with raw materials, and it remained in place in much of the South after political independence. n155 In the
aftermath of World War II, the Green Revolution extended monocultural production techniques from cash crops to food
crops, and [*89] encouraged farmers throughout the South to abandon traditional biodiverse cultivation techniques in
favor of uniform seeds that produced high yields in conjunction with synthetic fertilizers, chemical pesticides, and irrigation. n156 Finally, the export-oriented agricultural trade and production strategies mandated by the IMF and the World
Bank beginning in the 1980s to boost the foreign exchange earnings available to service the foreign debt played an important role in the rapid expansion of industrial agriculture in the South. n157 The spread of industrial agriculture from the
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North to the South has resulted in the loss of thousands of traditional crop varieties, higher levels of pesticide-related
illness, agrochemical contamination of water supplies, and depletion of aquifers. n158
The World Bank acknowledges that agricultural trade liberalization will result in a shift of agricultural production
from the North to the South. n159 The World Bank applauds this development and argues that the additional revenue resulting from trade liberalization will boost rural incomes and provide developing countries with the means to "modernize farming practices." n160 Unfortunately, the expansion of "modern" industrial agriculture in the South is likely to be
accompanied by the negative environmental externalities described in this section and by the negative social externalities (greater poverty and inequality) described in the preceding section, neither of which will be reflected in commodity
prices. It would therefore be a mistake to view this shift in production as "efficient" or "welfare-enhancing." n161
V. Beyond Trade Liberalization: An Agenda for the South
The foregoing critique of the theory of comparative advantage, as applied to the agricultural sector by the proponents of
neoliberal economic orthodoxy, must not be construed as a defense of Northern protectionism. On the contrary, my
work has consistently decried the devastating impact of Northern agricultural subsidies and import barriers on small
farmers in the global South, and has called for agricultural trade liberalization in the North as the necessary prerequisite
to poverty alleviation in the South. n162 Agricultural trade liberalization is necessary to advance the interests of [*90] the
global South, but it is by no means sufficient to overcome the economic dislocation produced by centuries of colonial
exploitation and decades of Northern protectionism. n163
The critique of comparative advantage forth in this article underscores the importance of grounding economic theory in history rather than myth and making certain that it responds to contemporary challenges, including extreme economic inequality, severe environmental damage, and the enormous economic power of transnational corporations.
The advocates of the neoliberal economic model are engaged in a relentless battle to erase history - both the history
of the South's economic subordination and the history of the North's use of protectionist instruments to achieve economic prosperity. It is therefore vitally important for progressive legal scholars to explain that the South's "comparative
advantage" in agricultural production was imposed rather than chosen and that it leads inexorably to poverty rather than
prosperity as a consequence of the declining terms of trade for agricultural products. Similarly, it is important for progressive legal scholars to shatter the myth that the North's economic dominance is the product of free trade and free
capital flows. Such mythology is very dangerous in that it obscures the colonial and postcolonial plunder of the South's
resources and justifies depriving the South of the ability to promote economic diversification and industrialization
through the very same protectionist instruments used by the North achieve economic prosperity.
Without historical context, the neoliberal call for "leveling the playing field" by liberalizing agricultural trade in
both the North and the South possesses the inherent appeal of formal equality. Without historical context, the neoliberal
prescription that the South capitalize on its comparative advantage in agricultural production likewise appears logical
and pragmatic. However, the historical context makes it evident that trade liberalization in the North, while beneficial to
Southern farmers in the short term, will ultimately reinforce Southern poverty if unaccompanied by measures designed
to mitigate the advantage conferred on the North by the colonial enterprise and by decades of agricultural and industrial
protectionism. These measures should consist of some combination of economic reparations (such as unconditional debt
forgiveness) as well as the right of Southern countries to utilize protectionism to promote those industries most likely to
enhance long-term national economic welfare based on contemporary market conditions.
The advocates of the neoliberal economic model are also at war with contemporary social and ecological reality. By
labeling the consequences of trade liberalization as inconvenient "externalities," the proponents of neoliberal orthodoxy
trivialize the significant social and environmental consequences associated with the shift of "modern" industrial agriculture from the North to the South as the elimination of Northern subsidies makes agricultural production in the North
more expensive. These consequences include disruption of traditional and indigenous farming communities, massive
unemployment, migration to urban areas ill-equipped to absorb displaced rural dwellers, loss of biological diversity, soil
degradation, increased human exposure to toxic agrochemicals, contamination of water supplies by pesticides and fertilizers, and depletion of local aquifers.
[*91] As explained in Part IV of this article, trade liberalization will not promote efficiency as long as the environmental and social costs of production are not reflected in market prices. Furthermore, the economic specialization
promoted by the theory of comparative advantage must be reconciled with the ecological imperative of preserving biodiversity to foster long-term agricultural productivity. Finally, the economic specialization advocated by neoclassical
trade theory must be reconciled with the social and political reality. The Green Revolution and the agro-export-oriented
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policies promoted by the World Bank and the IMF provoked such an exodus from the countryside in many countries of
the global South that the beneficial effects of trade liberalization predicted by Heckscher and Ohlin have failed to materialize.
Rather than recommending further trade liberalization in accordance with abstract theories and one-size-fits-all
economic models, it is important to tailor policy recommendations to the concrete social and ecological challenges facing the global South. For example, countries with a large rural population and an abundance of unskilled labor may be
better served by labor intensive ecologically sustainable agricultural production than by "modern" capital-intensive
ecologically harmful industrial agriculture. In addition to generating rural employment and protecting the natural resource base necessary for food production, environmentally friendly farming techniques have demonstrably boosted
food production in Asia, Africa and Latin America. n164
Finally, by seeking to limit government intervention in the economy without addressing the distortions in global agricultural markets caused by transnational corporations, neoliberal orthodoxy perpetuates the domination of agricultural
trade by transnational agribusiness. Trade liberalization, even if applied in an even-handed manner in the North and the
South, limits the ability of Southern governments to use subsidies and tariffs to protect domestic farmers and promote
domestic agro-export industries. In so doing, trade liberalization reinforces the economic power of transnational agribusiness at the expense of governments and small farmers in the global South. A legal strategy designed to mitigate the
economic power of the North must necessarily target the concentration of corporate power that can lead to monopolistic
abuse.
Based on the foregoing analysis, it is possible to develop three general recommendations that will advance the interests of the global South in the ongoing Doha Round of WTO negotiations.
First, reform of international trade policy must begin by recognizing the multi-functionality of the agricultural sector. Agricultural production provides food, income, employment, and foreign exchange earnings for billions of rural
dwellers in the global South. It also provides important ecosystem services (such as water purification, flood protection
and wildlife conservation), and plays an important role in the conservation of the biological diversity essential to the
integrity of the world's food supply. Indeed, biological diversity and cultural diversity are often closely linked due to the
important role of local and indigenous farming communities in the [*92] conservation of the world's agrobioversity.
Because agricultural production plays an important role in meeting basic human rights (such as the right to food
and the right to cultural diversity) and in protecting biodiversity, it is important to reconcile the rules governing international trade in agricultural products with environmental law and human rights law. For example, the right to food is recognized as a basic human right in the Universal Declaration of Human Rights n165 and in the Covenant on Economic,
Social and Cultural Rights. n166 The obligation of states to protect biodiversity and to protect and preserve the traditional
practices and lifestyles of indigenous and local communities is enshrined in the Convention on Biological Diversity. n167
The right to cultural diversity is also recognized in the International Covenant on Civil and Political Rights n168 and in the
International Labor Organization Convention (No. 169) Concerning Indigenous and Tribal Peoples in Independent
Countries. n169 International trade law must be harmonized with these and other legal obligations, and Southern countries
must continue to insist that food security, rural development, cultural integrity, and biodiversity protection be central
rather than peripheral considerations in the Doha Round of WTO negotiations.
Second, food security and poverty alleviation in the South require economic diversification and industrialization.
Eliminating agricultural protectionism in the North is an important first step in a larger reform agenda, but it will not be
sufficient to advance the interests of the global South unless restrictions on both industrial and agricultural protectionism are lifted for the benefit of Southern countries. Rather than impeding the ability of Southern governments to intervene in the market in order to create their comparative advantage, the rules governing global trade must encourage the
South to utilize subsidies, tariffs and other forms of state intervention in order to nurture infant domestic industries,
promote food security, protect the environment, preserve the livelihoods of local and indigenous rural communities, and
forge dynamic links between foreign investment and the local economy.
Third, the rules governing international trade should address distortions in global agricultural markets caused by the
concentration of market power in a handful of transnational corporations. By ignoring the distortions caused by market
concentration in the agricultural sector while limiting the ability of developing countries to utilize tariffs and subsidies
to protect domestic farmers or to promote infant agro-export industries, the rules governing international agricultural
trade currently reinforce the economic dominance of transnational agribusiness at the expense of the South, particularly
the Southern poor.
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[*93]
Conclusion
This article has employed insights from neoclassical and heterodox economics to critique the theory of comparative
advantage as applied to the agricultural sector by certain proponents of the neoliberal economic model. The article has
argued that progressive legal scholars need to draw upon economic theory in order to deepen their critique of the free
market fundamentalism that underlies the policy prescriptions of the IMF, the World Bank, and the WTO, and in order
to develop alternative economic and legal strategies designed to promote social justice and environmental protection.
While the article uses agriculture as an example, its basic approach is broadly applicable to other economic sectors.
Legal Topics:
For related research and practice materials, see the following legal topics:
International LawAuthority to RegulateAnticompetitive ActivitiesInternational Trade LawImports & ExportsDuties,
Fees & TaxesGeneral OverviewInternational Trade LawState LegislationGeneral Overview
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