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OPINION A7

Locally produced food production tends to
be responsible because chances are that

consumers can easily hold local farm or

factory owners accountable.

Aida Urazaliyeva

Food industry: last frontier of globalization?

Aida Urazaliyeva
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THE food industry, starting from the
crop harvesting and livestock feeding
to processed, packaged stuff on super-
markets shelves to restaurants, fast food
joints and school canteens, is the biggest
industry in the world. At least, according
to renowned UK chef Jamie Oliver.

We cannot underestimate the impor-
tant role of food in our lives. It reflects
cultural identity, underlies social inter-
actions, and for some of us, food choices
define lifestyles and one’s very personal-
ity. Besides, food industries form local
landscapes, create deeply rooted image
and connection with a certain way of liv-
ing (think of French rural scenery, Swiss
fields with beautiful cows grazing there
and the country’s famous cheese, agri-
cultural tourism in Italy, Texan ranches,
the list can go on and on), thus agribusi-
ness shapes ecosystems in many ways.

In today’s globalized world, it seems
that only efficiency and cost drive where
and how something will be produced.
Manufacturing and services move to
competitive locations.

Outsourcing these jobs created strong
anti-globalization sentimentin developed
nations, which probably reached its peak
in 2016 with landmark events such as the

recent Brexit vote and the US presidential
election. At the same time, people and
businesses in developing countries feel
that all the power is being given away
to multinational corporations, so the
level of frustration with globalization
is often high in the “benefitting” host
countries too.

We are used to the availability of
tropical fruits in practically any place
on the planet in any season; we see a
variety of imported products, which
recently seemed to be exotic, on the
supermarket shelves; and we are sure
we get same quality of products when
we go to ubiquitous McDonalds and
Starbucks. Meanwhile farmers and food
producers in Kazakhstan, for instance,
discuss competition with Brazil.

Argentina supplies wheat to the Middle
East; China and the USA are discussing
removing barriers to trade in beef. Yet,
when it comes to food industry, it might
be less global than we imagine.

If we look at the geography of trade in
agricultural commodities and processed
food, it is more regional than global.

China tends to trade with Asia and
Oceania, Russia with Europe and Central
Asia, while the Americas trade among
themselves and Europe. This regional bias
is partially explained by the existence of
regional and bilateral trade agreements.

But more importantly, trade in food is
determined by cultural and consumer
taste. Global food giants, Nestle, Danone
and the likes all recognize the need to
adjust their product portfolios to specific
customer preferences in different parts
of the world.

Despite our well-rooted belief that
the economies of scale and natural
competitive advantages justify sourcing
production to the most competitive
locations, we need to depart from that
industrial way of thinking.

Clear signal

There is a clear signal that consum-
ers prefer their food to be organic, local
and artisan — a market worth US$50
billion in the US alone — socially respon-
sible and produced in environmentally
friendly way. And Asian countries need
to design agricultural policies with a con-
sideration for the large part of their poor
population residing in rural areas.

Of course, there is a clear convergence
in the trend in people’s food choices
with income growth and increasing
penetration of national cuisines as no
country today exists in isolation.

But there is a natural attachment
to locally sourced food, which looks
and tastes familiar, and the sentiment

towards traditional local farming is now
increasingly mixed with health, ethical
and environmental concerns.

Locally produced food production
tends to be responsible because chances
are that consumers can easily hold local
farm or factory owners accountable.

During the recent Belt and Road Forum
in Beijing, Kazakh president Nursultan
Nazarbayev stressed the opportunities
for the development of agriculture.
Cooperationin the food value chain for Belt
and Road countries is promising. These
nations have enormous opportunities
to upgrade their agribusiness while
raising the incomes of millions of people,
improving food security, and boosting
regional (or even global) trade.

But, the devil is in detail.

And it is important to tackle these
opportunities and design policies in a
way that benefits local farmers and meets
demand for socially, environmentally
and culturally sensitive agricultural and
food processing practices.

Otherwise, we may get a positive
and final answer to the lately popular
question: “is globalization in retreat?”
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AFTER the two-day summit at Mar-a-
Lago, the US and China announced a
100-day plan to improve strained trade
ties and boost cooperation between two
nations.

What will happen to US-China trade
talks? During the past three decades,
US trade stance has shifted from one
that used to be multilateral and inclusive
to one that is increasingly bilateral and
assertive. These policy stances can be
condensed into three scenarios.

In the multilateral scenario,
Washington would pursue multilateral
trade agreements that include China

(expansion of the WTQO’s Information
Technology Agreement concluded; the
tariff-focused Environmental Goods
Agreement; China’s negotiations to join
the WTQ’s procurement agreement; US
efforts at a Trade in Services Agreement).
This scenario is more typical to US
administrations in the early days of
China’s reforms and opening-up policies,
when the mainland’s economic might
was still marginal.

In the bilateral scenario, the US would
intensify bilateral negotiations with
China to liberalize trade through high-
level bilateral dialogues, such as the
US-China Strategic & Economic Dialogue
and the US-China Joint Commission
on Commerce and Trade (JCCT), while
seeking to complete the Bilateral
Investment Treaty (BIT).

This is perhaps the scenario that
former Treasury Secretary Henry
Paulson, former CEO of Goldman Sachs,
pushed in the second term of President
George W. Bush. It rested on the idea that
commercial interests also bring about
political and strategic benefits.

In the assertive scenario, the US would
take a more aggressive stand against
China (dispute settlement cases against

China in the WTO; threats of trade sanc-
tions; greater use of US trade remedy laws,
including antidumping and countervail-
ing measures). In one way or another,
the Obama administration adopted this
scenario as it seized the WTO option
and flirted with trade sanctions. In turn,
the Trump administration initially also
threatened to exploit aggressively US
trade remedy laws against China.

In brief, there is more continuity
between Obama and Trump than the
Democrats would like to acknowledge.

In his 2016 campaign, President
Trump promised to renegotiate key US
free trade agreements, including the
North American Free Trade Agreement
(NAFTA). After his inauguration day,
he walked the talk and used executive
order to pull out of the Trans-Pacific
Partnership (TPP). NAFTA renegotiations
are set to start soon.

As trade policy relies mainly on execu-
tive action, the Trump administration
may opt for renegotiating deals rather
than rejecting them, which would lower
the downside risk. As the negotiations
are to begin after mid-August, they will
be followed closely by other bilateral
trade agreements that will soon be on

the table. Since these talks are likely to
endure through the fall, major trade fric-
tion that would undermine global growth
prospects may be deferred until 2018.

What about the 100-day plan concluded
during the Trump-Xi meeting at Mar-a-
Lago? The effort is to improve strained
trade ties and boost cooperation between
two nations. However, if the plan fails to
offer major breakthroughs after the sum-
mer, Trump’s trade hawks may resurface
and deficit rhetoric could escalate again.

As the Trump administration must
fight for its political survival, even as it
would like to implement bold reforms,
it seeks short-term wins to foster
confidence.

If the 100-day plan could generate
significant results, it has potential to
take the bilateral ties on a new level.
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