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Foreword

In the late 1960s drought visited the Sahel region of Africa, which borders the
Sahara Desert on the south and separates it from the Savannah farther to the south.
The drought was not exceptionally severe compared to some that struck earlier in the
century. However, it triggered a catastrophic train of events that brought the stark
tragedy of famine to millions at its climax in 1972, a year also characterized by
drought in India, the USSR, Australia and elsewhere.

This volume, ‘‘Nature Pleads Not Guilty’’, seeks to interpret the drought and the
causes of the human anguish that followed in the Sahel and elsewhere. The Sahel
drought riveted the attention of Africa and the world on the plight of the world’s
poor and exploited people when visited by climate anomalies, and particularly by
sustained failures in normal rainfall. Oppressed by a marginal condition of life,
malnourished as the normal state of affairs, at the bottom of an exploitative social
system, the poor of the Sahel were excessively vulnerable to the catastrophe that
drought triggered. This exceptional instance of human disaster made the world both
aware and alarmed. From Africa to Europe, America, the Soviet Union and
elsewhere people responded to the distress signals. Emergency aid came to the vic-
tims, sometimes effective and sometimes not; deep political repercussions resulted;
developed and developing countries established new policies and attitudes; books
and articles poured forth, while the rains did not. This volume examines in depth
The 1972 Case History, in its full global context.

The International Federation of Institutes for Advanced Study (IFIAS) and the
Aspen Institute for Humanistic Studies (Aspen) responded to seek a deeper analysis
of the causes of the disasters that culminated in 1972. In this year widespread and
rather anamalously severe droughts struck not only in already parched African
Sahel, but in many other important agricultural regions of the world. The result of
the effort of IFIAS and Aspen is a provocative 38-month study conducted by Rolan-
do A. Garcia and a distinguished team of collaborators. The many products of the
study are documented in this volume and two sequel volumes.

In May 1974, 2 years after the drought of 1972 had galvanized world reactions,
IFIAS and Aspen organized a seminar at the University of Bonn to establish
priorities for studies that examine the impact of climate anomalies on man. Drought
and Man—The 1972 Case, was identified as a top priority research need. From the
discussions at Bonn also developed a recommended style of transnational and trans-
disciplinary research.

As emphasized at the Bonn workshop, the studies should probe deeply into the
social, political, economic and ethical implications of the climate anomaly. The
studies should be the independent product of distinguished scientists and scholars,
unfettered by preconceptions of IFIAS, Aspen or the project’s financial sponsors.
The studies should not avoid controversial areas or unpopular findings. The role of
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vi Foreword

Aspen, IFIAS and the sponsors was perceived as assuring that the resources for the
work were available, that the work was done responsibly and on schedule, and that
the findings reached public attention. It was made clear in the planning meetings
that the findings, when finally adduced by the study authors, would be the sole
responsibility of the study authors, and will not necessarily reflect the views of
IFIAS, Aspen or the organizations that funded the study.

In February 1975 IFIAS and Aspen sponsored a specific 4-day international
workshop to improve and refine the project design. This was held at the Aspen In-
stitute in Berlin with participants from nine countries, including the USSR. The
workshop presented numerous recommendations for the study author, not yet at
that time identified. This workshop again emphasized that the commissioned study
should be the independent product of the study author and his team. It should not
fear stating unpalatable conclusions or identifying mistakes of maladministration of
measures intended to alleviate the adversity of the 1972 climate events. Such
criticism, the workshop emphasized, would be of constructive value. The workshop
also recommended creating a steering committee to assist in selection of a study
author, and to monitor later progress. The workshop initiated the process that led to
the felicitous choice of Professor Rolando A. Garcia to head the study.

The findings of Garcia and his colleagues are important, novel and in some in-
stances controversial. Garcia and his colleagues assert that many of the assumptions
underlying the responses of the more developed countries to the drought are faulty.
At stake, they claim, is the whole future development process and the role of science
and technology transfer in development. Nothing short of a total structural change
in the underlying practices that comprise the ‘‘normal’’ for today’s society will
reduce the developing world’s vulnerability to climate adversity as a trigger of socio-
economic instability and frequent catastrophe. If the authors are right, vast altera-
tions of development strategies are desperately important to the rich and the poor of
the world, and to capitalist and socialist socio-political systems alike. A return to
normal, as after the Sahel drought, cannot be a return to the precarious and
miserable condition that prevailed before the drought, if we are to avoid repeated
future collapses or to learn any lessons from the past disasters.

It is a pleasure for the authors of this Foreword to recommend close and mindful
attention to the study and a critical assessment of its conclusions and recommenda-
tions. If the assertions of the Garcia study promote disagreement, let the
disagreements be fully debated, and if necessary, let additional viewpoints be adduc-
ed; if the analyses are found to be valid, let them form the basis for resolute con-
structive action.

WALTER ORR ROBERTS SVEN EVTEEV
IFIAS Climate Project Director Assistant Executive Director
Aspen Institute for Humanistic Studies Programme Bureau

Boulder, Colorado UNEP, Nairobi
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General Introduction

Climate has been held responsible for the rise and decay of civilizations. More
recently, modern civilization has been held responsible for fundamental climatic
changes in the remote past are overwhelming although the ‘“‘why’’ and the ‘‘how”’
remain unanswered. Evidences for climatic changes in our century are far from con-
clusive, and the predictions for the future no more than conjectures.

The fact that the life of a given society depends very much on climate is generally
accepted. The nature and the scope of this dependency is little known and widely
misunderstood. There is a tendency to consider both climate itself and the climatic
fluctuations as a given. Society is thus conceived as a passive receptor of the ‘‘im-
pact’’ of climate with only limited possibilities of ‘‘adapting”’ itself to a climatic
variability. The conceptual unidirectionality of the climate-society relationship
prevails even among those who seriously take into consideration the man-induced
climatic changes they predict for the future. For the ‘‘impact’’ of society on climate
is in this case only indirect through, for instance, some changes in the composition
of the atmosphere. At each stage of this changing composition the climate of a
geographical area would be well determined, and here again the direct impact of
climate on the particular society concerned is taken to be one-way.

The bias in the interpretation of the climate-society relationship has a multiple
origin. There is, in the first place, a long tradition that tends to blame nature for
many of the misfortunes of mankind. This tendency is so strong that causal chains
are often turned upside down: effects are taken as causes and vice versa. The respon-
sibility is thus allocated to the wrong actors.

There is, in addition, an intrinsic difficulty in the subject that makes it hard to in-
terpret or even to detect the interaction process. The root of the problem can be
found, as is so often the case in the history of science, in a wrong formulation of the
questions to be asked. The most dramatic advances in the history of human thought
came about not as a consequence of the discovery of new answers for old problems
but as a result of the discovery of new questions for old problems. This process
almost invariably led to a relativization of the concepts that had been accepted until
then as possessing some sort of absolute character. In some cases the stroke of a
genius was necessary to put it straight. Mankind had to wait for Einstein to find out
that to be ‘‘simultaneous’ or ‘‘successive’’ were not absolute properties of two
events but a “‘fact’’ that only had a meaning with reference to a specific observer.
And quantum mechanics went still deeper in introducing the observer and the obser-
ving instruments into the very definition of the concepts that were supposed to
describe the ‘‘objective’’ properties of the physical world.

We had found a striking similarity between this evolution of modern physics and
the problems we were confronted with when IFIAS asked us to investigate the ‘‘im-
pact’ of the extended droughts, circa 1972, on the society, at the national, regional
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xii General Introduction

and international levels. The difference was that we did not need to wait for an Ein-
stein who would put some order in the conceptual framework. On the one hand,
there were already a number of ecologists, agriculturalists and social scientists quite
aware of the complexity of the interrelations between climate and society. To our
surprise, however, we found no systematic treatment of these problems and no mis
au point of any adequate methodology to deal with them. On the other hand, the
fact that most studies we came across in this field were in need of a complete refor-
mulation became fairly obvious as soon as we started asking some unorthodox ques-
tions.

Let us first clarify why we think that the climate-society relationship is generally
ill-defined. We stated above that ‘‘there is a tendency to consider climate and
climatic fluctuations as a given’’, and that ‘‘society is thus conceived as a passive
receptor of the ‘impact’ of climate’’. In verbal discussions on these matters we have
found readiness to accept this criticism, but for the wrong reasons. The usual answer
is: “‘of course, we must take into consideration that society in turn modifies the
climate’’. This may be true, but we do not mean only that. We refuse to consider
society as a passive receptor of climatic ‘‘impact’’, not—or not only—because socie-
ty may in turn influence the climate, but because climatic phenomena are only mean-
ingful with reference to a certain society. In other words (and here we find the
similarity with physics we referred to above), they are not absolute concepts describ-
ing a physical reality which is independent of man’s actions. They are relative terms
which—most of times implicitly—assume a certain kind of human activity.

A few simple examples may illustrate this notion. Droughts and floods are always
associated with a ‘‘normal’’ distribution of rainfall levels of rivers and lakes, etc.,
on a certain territory. The curves of average precipitation or of river flow are, of
course, determined by purely physical phenomena. But the definition of ‘‘drought”’
or “‘flood’’, with reference to those curves, is not. Spitz, in one of his contributions
to this project,! provides a crystal-clear example:

‘A river in spate, up to certain level curves, is considered to be normal and it is
used rationally for the production of flood plain crops, of which Egypt pro-
vides the best-known example. The spate becomes destructive when it exceeds
certain curves, and it is then called flooding. Below other curves, again, an in-
sufficient spate is identified with a drought situation.”’

Likewise, drought can only be defined with reference to a certain productive
system. This fact is concealed when a drought situation is defined with reference to
an average water supply for the region. For one forgets in this case that the depar-
ture from average beyond which there is a declared drought situation is a figure dic-
tated by the type of production that is expected in that area.

It is therefore necessary to sharply distinguish between ‘‘water deficiency’’ and
“‘drought’’. We shall take the view, in this Report, that drought is the social percep-
tion of a water deficiency with reference to a normal condition socially defined.

So far we have only considered what we may call the effects of the normal
variability of climatic conditions. This variability is so ingrained in the production
systems that we tend to ignore this close association and to speak of each situation as
if it were only determined by physical phenomena. The true intermixed nature of

! “Drought, aridity and society’’, Introduction to Part Four of Volume 3.
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each situation becomes apparent when we study the evolution of some territories
that have undergone important changes is their agro-systems throughout the
historical periods.

And yet we could say that once the characteristics of an agro-system over a certain
territory are fixed (kinds of crops, type of technology being applied), then a drought
situation may be exclusively defined in terms of hydrometeorological variables.
Because then, and only then, can a relationship be established between water defi-
ciency and output of production. However, this is true only up to a certain point,.
The interrelations between climate and the productive systems become much more
complex in the case of pronounced anomalies in some hydrometeorological
parameters leading to the so-called ‘‘natural disasters’’ or ‘‘natural catastrophes’’.
In this case the relationship between water deficiency and output of production does
not suffice to explain the catastrophe. For natural disasters are not physical
phenomena. They are a social phenomenon induced by physical events. One of the
main objectives of this Report is to show that this is so.

The above remarks may help to explain our approach to the problem as well as the
very structure of the Report.

IFIAS’ proposal to study in detail what happened to world climate in the early
1970s (particularly in 1972) was motivated by a serious preoccupation for social,
economic and political events that resulted in much human suffering in various parts
of the world and in a world food crisis. The problems were supposed to be the ef-
fects of climatic anomalies (droughts) occurring simultaneously in several con-
tinents.

A few months after the beginning of the Project an entirely different picture
began to emerge. We became gradually convinced that the role of the drought in that
period was much smaller than was assumed; that the nature of the link between the
droughts and the social events referred to above was far from a simple cause-effect
relationship; that, in some cases, the references to the drought in order to explain
certain events was not at all justified; that, in other cases, the drought was just a trig-
ger of events that would have occurred, sooner or later, without a climatic perturba-
tion. From there on the main job was to find enough confirmatory evidences in
favour or against this working hypothesis.

In order to accomplish this task it was necessary to count on the understanding,
the expertise and the willingness to work of a large number of scholars around the
world. We were very fortunate in obtaining such a collaboration. Research groups
and individuals, sponsored by the ‘‘Drought and Man”’ Project, started working in
a large number of universities and research institutes along similar lines of thought.
They were established in Kenya, Tanzania, Senegal, Ethiopia, India, Mexico,
Venezuela, Brazil, as well as in France, Switzerland and the United States. We
wanted primarily to have a view of the problems from inside the countries, as ex-
pressed by those who not only knew but who also had lived through these problems.
We also wanted the judgement of experienced and sympathetic outsiders. Several
workshops were held in various countries in order to discuss local problems and to
develop a common understanding with local researchers. In the mid-term interna-
tional workshop held in Geneva (September 1977) thirty-six participants attended
the discussions. The outcome of the work of so many national, regional and interna-
tional research groups and individuals has been channelled through forty special
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papers written for the Project, most of them included under the signature of their
authors, in the three volumes of this Report. A number of them are outstanding
original contributions to their field. Other are compilations and critical analyses of
valuable information. The four papers selected for inclusion in this first Volume
refer to quite general problems directly related to the main subjects of this Report.
The papers dealing with specific case studies are to be found in Volumes 2 and 3.

The present volume is intended as a comprehensive presentation in an integrated
way, of what we consider to be the most relevant material that may support, clarify
or illustrate the main theses put forward in our Report. We have made use of only a
fraction of the information we and our collaborators have accumulated. If some of
our statements appear not to be sufficiently well founded in the text they should not
be considered to be the result of superficial opinions or sloganistic empty talk. We
have convinced ourselves before drafting the text that no single assertion (unless ex-
plicitly expressed as a conjecture) has been made without having sufficient confir-
matory evidence for it.



Introduction

1. Climate and Man

Throughout the ages, meteorological phenomena have occupied a central place in
the preoccupations of mankind. In no other field has man felt himself so constantly
and intensively at the mercy of “‘natural forces’’ and so defenceless against events
affecting his daily life, often with tragic consequences. Droughts, floods, freezes,
and other climatic disasters inimical to life, have always been regarded as inevitable.
There was nothing else to do but to endure them. We still mostly endure them, but
we are learning to organize our activities to reduce catastrophic impacts.

Perhaps because of its inescapable nature, the climate has also become one of the
major discussion topics of the contemporary world, often used as an ‘‘explanation’’
of situations which cannot otherwise be easy to explain. It is altogether too easy to
fix blame for the ills suffered by a large proportion of mankind, first of all on a fluc-
tuation of climate, and then on the other three contemporary ‘‘horsemen of the
Apocalypse’’: the population explosion, environmental pollution and the desertifica-
tion of soils. The climate is the fourth fatal factor usually invoked. Some would
brandish these four ‘‘horsemen of the Apocalypse’’ as spectres haunting the path of
Man, threatening to drag him into an abyss from which there is no return. Their
thesis is that the uncontrollable and violent ‘‘natural forces’’ together with the ex-
cessive human urge to reproduce, serve to hasten the day when an inescapable
destiny of poverty and death is reached.

We already have a foretaste of this gloomy and apparently inevitable future in the
set of phenomena described in the preface to this report, which are usually given as a
“sample’’ of what will happen in the not too distant future. The epicentre of these
phenomena was situated in the Sahel. This vast region in Africa was afflicted by a
fatal famine, at the beginning of the present decade. The dramatic nature of this
famine shook the world. No one could remain indifferent to the moving press ac-
counts and the pathetic photographs of suffering. A feeling of collective shame and
a swelling public opinion began to demand that an explanation be given of the
reasons for such a misfortune: Why could it not have been foreseen and prevented?

The “‘four horsemen’’ were invoked. There is no doubt that climate, or more ex-
actly a climatic fluctuation, was one of the factors directly responsible: starting in
1968, there was a prolonged drought in the Sahel, spreading to East Africa by 1973.
But there have been other similar droughts in the past and their consequences have
not been so dramatic. Why was this one so serious? The explanation was provided
by adding the three other apocalyptic figures: destruction of the natural environ-
ment; the soil depleted by an excessive number of animals, the ‘‘over grazing’’ of
which accelerated desertification; and, of course, the unfailing demographic
pressure. There are many reports, books and official publications produced by well-
known researchers and published by authoritative institutions explaining the causes
of the 1972 Sahelian disaster along these lines: Nature, with her immutable laws, and
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4 Nature Pleads Not Guilty

Man, the ‘“‘sinner’’ (e.g. wanton destruction of his own environment, and instable
reproducer). We shall adduce considerable evidence that this is a very incomplete
depiction.

We ascribe the incompleteness of this depiction to a willingness to take
authoritative figures on food and population, for example, at face value, and to a
willingness to reason along linear lines of interpretation until a conclusion is reached
that seems in accordance with common sense. We use the term ‘‘inductive-general-
ization’’ to describe this type of interpretation, as discussed in more detail shortly.
Our criticism of it is that the interpreter is tempted to stop the analysis and inter-
pretation too short. We believe that further, wider, deeper analysis is necessary. We
believe that human structures (societal, political, economical) must be examined,
and their interactions studied in order to reveal the actual forces at play. It is this set
of forces, perhaps triggered by a physical disaster, that determines in the end what
will be the effects on man and his structures.

In the next few sections of this introduction we will attempt to persuade the reader
why we ourselves rejected the inductive-generalization interpretation and examined
the human structural elements that shaped the 1972 situation.

2. Man and His Environment

Man is a sentient, observing and wondering member of the animal kingdom. The
evolution of Man’s adaptation, use and occasional misuse of his natural environ-
ment, and the evolution of his thinking processes (development of explanations and
conceptual frameworks in which these explanations serve purposes) is a fascinating
study, quite beyond the scope and intent of this project. However, these two evolu-
tionary processes are somewhat germane to our study and its methodology, and we
point out some of their features. We do not by any means intend to imply any
specific relationships between these two evolutions, that is the province of other
studies. Suffice it to say that the former seems to always have preceded the latter, by
a considerable pace.

In his early evolutionary stages, Man or his evolutionary ancestors lived in the
natural environment rather passively, much the same as did his ancestral relatives.
True, he soon learned the use of tools, but evidently so did his simian contem-
poraries. He also learned that groups could accomplish more than a simple
multitude of individuals, and he began to evolve social structures. So did other
animals, or at least we may infer as much from observations of contemporary
behaviour of their evolved descendants. )

As a food-gatherer and hunter, Man also learned that some materials that at first
glance seem unlikely candidates as food, could indeed be used so, sometimes by
transformations such as in cooking. At a critical moment, Man also discovered that
some plant materials could be raised under his control, and stored for use later. As
these discoveries were developed further, and as primitive agriculture evolved into a
well-organized activity, it became apparent that only some fraction of the total
population was needed for the business of raising food. Time became available to
some of the population to pursue other activities—arts, crafts, building of common
facilities (storage areas, water-control projects, monuments), increased exploration
of the environment and discoveries, for example, of how to extract metals to make
better tools. Social organizations were invented and thrived, power structures were
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invented and developed. Very quickly, populations became structured, and élites
played special roles.

3. Conceptual Frameworks of Understanding

Turning now to the evolution of understanding and development of conceptual
frameworks, Man not only wonders about his surroundings and how they work, it
seems that he is driven to ‘‘explain’’ their nature and workings. We discern three
levels of such explanation.

In the first, Man ascribes natural happenings to the plans or whims of the Gods.
Man has a relationship with his Gods, they having invented the world, its contents
and its workings, and then placed Man in it to function. To thrive, Man observed a
proper relationship to the Gods; to do otherwise caused Man and his works to suffer.

A natural calamity, such as a flood, drought, volcanic eruption, plague, occurs
because Man is guilty of some transgression against the rules of order and the Gods’
needs, i.e. Man sins. The characteristic of this level of explanation is that it is direct
and focused. A man, or a tribe, sins; the wrath is directed quickly and is focused on
the perpetrator. Expiation removes the effect. Further expiation and observance of
ritual prevents its occurrence. For convenience in our discussion, we shall call this a
Jirst level interpretation (animistic) of how nature works.

Later, the personal Gods became replaced in some societies by a less personal and
more general, all-wise God or Spirit, one who not only made the world and put Man
in it, but made the physical laws by which the world functions. The idea becomes
developed that laws can be discerned and understood, even expressed mathematical-
ly, and thereby used to explain and predict. The notion emerged of ‘‘Nature’’ as be-
ing a set of physical laws, at first divinely given and then as properties of the physical
world itself.2 While it remained true that ‘‘sin’> could be rewarded with
punishment—plagues, droughts, etc.—it also evolved that sometimes a disaster
could be ascribed merely to the unfathomable workings of Nature, as a ‘‘natural’’
event. Thus, guilt need not be associated with the event as related to a cause.
However, it still is a fact that we use the term ‘‘act of God’’ to assign the blame for
an insurance loss caused by flood, earthquake, lightening, etc. Nevertheless, it was
seen that the actions of humans, as an aggregate in an organized society, became
part of a physical-human causality chain. The reasoning is still direct—there are
linear relationships that prevail. Mathematically, we have the notion of dependent
and independent variables: A causes B, which in turn causes C. It is possible to
isolate an element in this structure and discuss how a change in the element causes
something else to change, the originating element remaining unchanged itself. In
societal-nature relationships, the effects are generally felt in largest part by those
who perform the acts that are inharmonious with the laws of nature—those who in-
crease their numbers beyond local capabilities of supply, or items of trade, run out
of food. Those who overgraze a range lose their herds from eventual lack of food
for them. It may have been true in the past that some essentially closed societies did
respond in such linear ways to their own doings. There is also good evidence that,
left to range over sufficient land, such societies also evolved very complex and highly
evolved social and managerial mechanisms to exist comfortably enough even in
areas of marginal climatic conditions, such as in the Sahel (cf. Chapter 8).
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For convenience we term this linearized man-nature relationship a second-level
mode of interpreting causal chains and predicting consequences. As discussed later
in this volume, most aspects of the 1972 situation can be explained only partially, if
at all, by this second-level type of linear reasoning, that is just an example of
generalizing from a few facts. We may therefore also call this kind of interpretation
the inductive-generalization approach.

We prefer to look more widely into human-nature relationships to describe and
understand the recent events as typified by the 1972 case-study of this project. We
believe that there are many societal, political and economic factors that must be in-
cluded along with the physical factors to provide adequate insight into the evolution
of events in which physical factors certainly do play a role. But we are not satisfied
that the physical factors are the driving mechanisms. They may be powerful trigger-
ing events, but the real driving forces are societal. It is their nature that determines
what will happen, where, and to whom. Moreover, events that ‘‘cause’ things to
happen are themselves modified by the happenings. We will find that we will not be
able to isolate completely physical or human factors and write simple equations
governing their evolution from point A to point B as a change in an independent
variable C. The kind of relationships that are in operation here include as fun-
damental elements the political, economic and cultural structures of society. We
shall invariably turn to structural interpretations of the events of the 1972 period
and their precursors in order to reveal what we believe to be the essential
mechanisms at work. We term this approach a third-level structural interpretation.

4. Approach Used in this Study: A Conceptual Framework

In this study we had access to the same basic data base as other investigators.
However, we regarded that data from different viewpoints and we reached different
conclusions. As a first step, we became familiar with the methods, arguments and
conclusions of much of the published work on these matters, and we were struck by
what we thought were biases in their analyses; biases perhaps, not in the sense that
information was, used incompletely or was intentionally distorted to bolster pre-
conceived notions, but biases stemming from failure to take analysis far enough to
unravel the many complex interrelationships underlying the problems. There was a
failure to uncover incipient conditions that, in our view, preconditioned the human
societies to make them more susceptible to the natural perturbations.

We must admit here to our own preconception: we were unsatisfied with the con-
ventional wisdom referred to earlier in this Introduction. We made an assumption
that the data base held more information than had been extracted heretofor. We
were impelled to look much deeper into the extant information, to follow clues to
wider sets of information, and to develop a conceptual framework within which a
wide variety of interrelated data could be analysed.

As a result, we believe that we have satisfied ourselves that the arguments com-
prising the conventional wisdom are not successful in elucidating the basic nature of
some of the problems and in revealing the dynamics of the interrelating forces at
play.

Our study has led to conclusions which are essentially different from the
“* Apocalyptic’’ model. The differences are fundamental, and concern three basic
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factors: (i) we differ in the identification of the facts on the basis of which the situa-
tion is described; (ii) we differ in the determination of the causal chains on the basis
of which an attempt is made to explain the ‘‘causes of the present situation’’; (iii)
lastly, we do not share the same ‘‘conceptual frame’’ within which facts are
detected, causes analysed and phenomena explained.

Let us start with the first question. Since this report deals extensively with infor-
mation usually labelled as ‘‘fact’’, we digress at this point to discuss some basic
philosophy that we consider essential to our approach and methods. Just what is a
“fact”’?

THE NOTION OF FACTS

Knowing does not start by registering and processing the raw information pro-
vided by man sensory system. It is not the case that sensation is simply registered and
then processed. When we see a yellow object, as a particular object that is yellow, it
means much more than perceiving an optical pattern and detecting some wavelength
of the light coming from it. It means that we have included our perception in a class,
together with other objects already classified as yellow, and that a distinction has
been made with reference to non-yellow objects. For a child, it also means that he is
able to recognize a certain optical pattern as being an object; and this only happens
after the child has already a sufficiently advanced experience is playing with objects.

For a scientist, when he sees a yellow line in his spectrometer, he ‘‘sees’’ sodium;
and this means that he has incorporated his optical sensation into a highly
sophisticated theoretical and experimental framework.

Thus, the ‘‘reading’’ of what is given in experience requires cognitive instruments
able to assimilate the data, in the same way as the intake of food by a living
organism requires a biological structure able to assimilate it. Any ‘‘observable’’
assumes much more than a simple recording of something ‘‘given’’ in the perceptive
field. From this point of view it is useful to introduce a distinction between an
“‘observable’’ and a ‘‘fact’’. Both imply a certain interpretation of the raw data
given in the experience. But the former is localized in space and time, whereas a
““fact’” (whether it refers to a property, to an action or to a more complete event) re-
quires a much larger context. Still in a more obvious way than in the case of an
observable, a fact is not the object of direct perception. It is assimilated by means of
a pre-existing conceptual frame. Perceiving a withered branch as such, and not
merely as an optical pattern, implies having a previous knowledge of a living branch
and realizing that it may dry up owing to lack of water.

In a social process the facts, as such, are even more difficult to identify. Very
often, what is called a social fact is a single movie frame, as it were, chosen from a
complex time sequence of actual conditions. Sociologists refer to this as a
“‘cutting’’, i.e. a transverse cut from a complex continuum. It is clearly difficult to
reconstruct from this single frame or transverse cut the ““plot’’ (or in our case the
history of relationships) that determines the place of the abstracted element in the
whole. We can imagine many possible *‘plots’’; without additional information we
cannot eliminate the inappropriate ones. This process of selection, in order to
abstract certain elements, leads to obscuring or minimizing the role of the relation-
ship between what is being abstracted and what is left aside. This in turn, can in-
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validate many interpretations. There are two ways in which a set of data drawn from
an ‘“‘observable’’ situation can lead to wrong information or an interpretation that
cannot stand a validity test.

PSEUDO-FACTS

Contemporary philosophy made an important contribution to the theory of
knowledge when it was able to show that some of the classic problems to which
various schools of thought devoted much attention were in fact pseudo-problems.3

That is, some of the questions philosophers tried to solve were not in fact mean-
ingful questions; and some of the statements made, although quite correct from the
grammatical point of view, were not statements at all from the point of view of the
meaning. They were pseudo-questions and pseudo-statements.

We may apply the same type of analysis, mutatis mutandis, when we refer to facts.
We have already indicated that facts are not given, but they are rather an interpreta-
tion of data provided by the experience. They are built on the basis of
“‘observables’’ included in a larger contrast. It follows that if the context is a wrong
one, the interpretation of the observables will distort the reality it intends to depict.
The data, on the basis of which the ‘‘fact’’ was built, are there, but the meaning at-
tributed to them is false or misleading. The assumed ‘‘fact’’ will not depict, strictly
speaking, anything that has the right to be considered a valid description of reality.

PARTIAL FACTS

Naturally, even if the appropriate context is used, an incomplete set of data infer-
red from the observable allows only a partial depiction, thus a ‘‘partial fact’’. Par-
tial facts, since they provide an insufficient description of a complex situation, can
lead to failure to recognize many of the fundamental factors involved. This, in turn,
leads to the termination of analyses before arriving at deeply rooted causal relation-
ships.

It is not always obvious that a depiction is incomplete. How do we identify a fact
as ‘“‘partial’’? Often it is only by going through an iteration in the process of inter-
pretation. We may then realize that some aspects of the original situation we try to
explain are missing; we may discover that the inferred depiction is not in accordance
with other observables or other inferences.

We come now to the second step in our questionning. Any explanation assumes
the possibility of establishing causal relationships between facts, i.e. in this case, giv-
ing an acceptable reply to the question: ‘“What were the causes of the famines in the
Sahel in 1972/37”

CAUSE AND EFFECT

The concept of “‘cause’’ plays such an essential role in all studies on the impact of
natural phenomena on society, that it will be necessary to pause for a moment on
this matter. Let us take an extremely simple and frequently occurring example taken
from the daily press. A car being driven at excessive speed on a slippery surface is
unable to brake in time at a pedestrian crossing and runs over one of the pedestrians.



Introduction 9

The direct physical cause is the excessive speed brought about by a human cause: the
carelessness of the driver. What would we think of the judge who would close the
case by holding the slippery surface responsible?

Another similar example of a causal chain, but with a different ‘‘explanation’’,
could be taken from a not uncommon occurrence during spells of cold weather
which affect some cities in winter. Newspapers, besides containing photographs of
traffic jams or of warmly clad children playing in the snow, may contain reports like
this ““One old person died last night as a result of the cold weather’’. The old person
was probably destitute, possibly ill, without adequate clothing who almost certainly
died in the street because of having nowhere to take shelter. To say that the person
died ‘‘because of the cold’’ is equivalent to, although less obvious than, asserting
that the pedestrian in the last example was run over ‘‘because of the slippery road’’.
Stopping the causal chain at some particular point of the process of tracing a given
event back to its source entails an arbitrary judgement and sometimes a conscious
decision.

Yet in many circumstances in which thousands of persons perish or millions are
subjected to terrible suffering, the reports on the ‘‘facts’’ and their causes usually do
not go any further than in the analogies given above. Are there not unnumerable
authorized medical reports ‘‘certifying’’ deaths of large numbers of children caused
by measles or dysentery? And yet it is known, and frequently emphasized in this
Report, that in actual fact it is a question of underfed children at the mercy of any
infection. But for those who design systems of recording causes of death, malnutri-
tion is not the ‘‘basic cause of death’’ and therefore should not even be mentioned
on the death certificate (cf. Chapter 3 below). It is one thing to hold a virus respon-
sible, but a totally different matter to place the responsibility on an economic and
social system. One again, the Killer is not the driver but the low coefficient of fric-
tion of the road surface!

In 1973 thousands of children died in the Sahel. What was the cause? Epidemics.
And the cause of the epidemics? Malnutrition due to the widespread famine which
resulted in the death of a large proportion of the inhabitants. And the cause of the
famine? A very prolonged drought which lasted several years. At this point, most in-
vestigations stop, it being contended that an explanation of the phenomenon has
been found, in having determined the ‘‘natural cause’’. And here, the word
“‘natural’’ is used in its two accepted meanings: first, as something produced by
“nature’’; secondly, naturally (logically) arising from the circumstances of the case.
In investigations conditioned by the logic of what we have called interpretations of
the second level (simple inductive-generalizations) the aim was thus to discover the
natural phenomenon—in this case the climate—which might originally be respon-
sible for the disaster, and also to show that in fact it was ““natural’’ (in the sense of
being logical,) that such-and-such a cause produced such-and-such an effect. The
case is then closed: the children in the Sahel died because of the drought!

But is so happens that in 1976 there was also a drought in Great Britain. We
believe that nobody would have thought it ‘‘natural’’ for thousands of British
children to die because of the drought. The loss of even a few dozen children would
have been nothing less than a scandal.

The fact that the massive death of children in Sahel is accepted as natural, when it
is attributed to a ‘‘cause’’ which would be unacceptable if the event had occurred in
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some other part of the world, and the fact that the investigation of the causes of the
massive death is stopped when it arrives at identifying a ‘‘natural’’ cause such as the
drought, certainly do not constitute methodological errors. Nor does it strictly
follow that it is a question of error. The investigators who stop at this point do so
because they are operating in a conceptual framework that has not advanced to con-
sider the human-societal structures involved, i.e. to interpretations of the third level.

We insist that this is not a methodological error. Methodology is merely a tool for
the process of investigation, the content of which arises in actual fact from what we
may call, in the philosophical sense, an epistemic frame, or, in its political sense,
ideological frame. It is on the bases of these frames that the questions to be
answered should be formulated. They will consequently determine the scope and
limitations of the study, as well as the validity and acceptability of the explanations
obtained. In the absence of the rigorous proofs of the logico-mathematical
disciplines, and in view of the impossibility of carrying out an experimentum-crucis
when there are alternative hypotheses, the social investigator reaches his conclusions
and decides on recommendations in ways which implicitly reflect his own conceptual
framework. The social science have to use a methodology which makes it necessary
to work with a set of partial inductions, of abstractions based on an uncontrolled
historical experience, of inferences from unverifiable premises. As a last resort, the
only possible ‘‘connecting rod’’ is a certain scheme for society, a given concept of
man and of the world, a Weltanschauung.

It is from this position that we disagree with the explanations which consider the
climate to be “‘directly and solely responsible’’ for a series of situations which affect
both the social conditions in extensive areas of the world, and the world economic
situation. We do not set out to deny that a severe drought could produce—and in
certain cases it really does produce—the dramatic effects such as those attributed to
the ‘“1972 case’’. We are not unaware that food prices fluctuate with variations in
world production and the pressure of the market. We know that when the interna-
tional price of a product increases appreciably, importing countries with limited
resources may find themselves deprived of foodstuffs. However, even accepting the
existence of each of these causal links, we question the validity of an explanation
built up on such terms alone. Put in the form of a diagram, the ‘‘explanations’’ we
have mentioned would lead to a linear process as shown on the following page.

The studies which we undertook in developing the project on ‘‘Drought and
Man’’ provide sufficient empirical evidence to enable us to confirm our thesis that
the causal chain, shown diagrammatically above is not valid. As we shall show in
Chapter 2, it includes facts which were mutually independent or which had a very
slight interaction. Moreover, some of the most significant facts are disregarded. A
structural analysis (i.e. a ‘‘third-level interpretation’’) leads us to a quite different
interpretation.

We know that this assertion and the conceptual frame on the basis of which we
make it confronts us with a difficult challenge. By means of a partial theme of
limited scope, through a modest investigation restricted to a spatial-temporal and
economic boundary of minimal dimensions, we endeavour to penetrate to the root
of some problems of vital importance for a wide sector of mankind, from a different
point of view from that usually adopted. It is a task as ambitious as it is risky.
However, we believe that our work will succeed in providing acceptable explanations
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for the set of problems posed by the project within the epistemic frame we have
selected. And, what is more important, we think that we can show that these prob-

lems can be avoided. This obviously supposes that it can be asserted that there are
solutions for them.



CHAPTER 1

Facts, Pseudo-facts and Misleading
Causal Links in the 1972 Case History

Famine is the central feature and the principal scourge of the apocalyptic vision of
the world of the future to which we alluded in the Introduction. In this conception
the four contemporary apocalyptic horsemen ride an earth that is increasingly
unable to produce the minimum of food necessary for its population, which itself is
increasing in an explosive manner. Exhausted soil, devastated by the action of man
and by vagaries of a climate deteriorating under man’s influence, completes the pic-
ture and makes the gloomy prophesy inevitable. Those who paint this dark picture
for the destiny of generations to come usually do not limit themselves to formulating
a prediction. Their analysis amounts also to a diagnosis of the present world, the
evils of which are presented as symptoms and a forewarning of the tragic path which
will be followed in the future. Various facts are invoked as phenomena that
demonstrate the trend of events and make it possible to infer the cause of the evils.

In examining this viewpoint critically it is necessary to distinguish clearly between
two groups of problems of a very different nature, which it would be wrong—and
risky—to confuse. In the first place, we are faced with the elaboration of a forecast,
i.e. an estimate of the way in which the physical and social conditions (and their in-
terrelationships) will probably evolve on our planet during the next generations. In
the second place, this is supplemented by an analysis of the conditions in the con-
temporary world, both at the present time and in the recent past. This diagnosis of
the present gives to the proponents of this view an indication of the problems which
could arise and cause a crisis in the medium term.

Acceptance of the forecast as an assertion, with a far from negligible probability
of being realized, in no way implies acceptance of the diagnosis. By making this
distinction, we are able to agree with certain aspects of the forecast (although with
considerable reservations): things may very well get even worse before they can get
better. But we shall attempt to show that the diagnosis is incomplete and misleading,
that it belongs to what we call, in the Introduction, the ‘‘second level of interpreta-
tion’’, and that only a ‘‘third-level interpretation’’, based on structural considera-
tion, will provide a more correct perspective. We therefore reject the validity of the
above diagnosis as an adequate analysis of the actual conditions.

It is evident that analysis of the second kind (i.e. the analysis corresponding to the
second level of interpretation within the framework explained in the Introduction) is
centred on the problem of food production, a subject which appears as the essential
question in most of the studies dealing with the universal famine that is supposed to
threaten the future of our species. We shall devote this chapter to an analysis of that

13
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problem, starting with certain assertions expressed in publications, assertions which
have contributed in a decisive manner to forming public opinion on the subject. A
major starting-point for many analyses with which we differ are the reports of the
UN World Food Conference, 1974. In fact, when the Project began, we started there
too. We soon became unsatisfied with the analysis contained in the most important
working document presented to the Conference and approved by it.2 We doubted
that a careful analysis of the food production and trade statistics inevitably led to
the conclusion that a “‘food crisis’’ as central to the concern of the World Food Con-
ference existed in actuality. This chapter contains our arguments why we considered
many contemporary analyses inadequate and misleading.

The Report on Climate and Food, published by the United States Academy of
Sciences (Washington, DC, 1976), opens with this assertion:

‘“World food reserves are now no more than sufficient to compensate for a
single year’s bad harvest that may result from natural fluctuations of weather
and climate.”’

and on page 3 we read the following:

“In 1972, a year when the climate was particularly unfavorable for food pro-
duction, millions of people starved throughout the world.”’

At a wider, popular level, the book by Lester Brown and Erik Eckholm (By Bread
Alone) opens with a similar assertion:

‘“In the early seventies the soaring demand for food, spurred by both continuing
population growth and rising affluence, has began to outrun the productive
capacity of the world’s farmers and fishermen. The result has been declining
food reserves, sky-rocketing food prices and intense competition among coun-
tries for available food supplies. Fundamental changes in the world food situa-
tion have left government institutions and individuals everywhere unprepared
and vulnerable.”’

Some other quotations, selected from a wide literature with the same trend, show
the similarity of the arguments used by a wide variety of authors. It will suffice to
transcribe two more examples:

¢, .. the impact of the bad weather of 1972 was serious to a degree that was out
of proportion to the reduction in total world food production. The climatic
anomalies were felt in regions that upset the pattern of purchase of wheat from
the United States and Canada. The stability of the world cereal trade price
structure was shaken, and the consumer felt the impact in the form of higher
prices for the bread and grain-fed meat.”’

(The Rockefeller Foundation: ‘‘Climate change, food production and
interstate conflict’’, a Bellagio Conference, 1975).

“Events during and following 1972 show that North Americans are highly sus-
ceptible to unusual weather occurrences on the seas and in other lands. The
degree of this interdependence (between climatic variability and resources-food)
was clearly demonstrated in 1972. That year the climate was generally favorable
in the cereal producing areas of North America providing good crops. But over
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much of the world disastrous globe girdling zones of drought and excessive
moisture greatly stressed many nations. (. . .) The result was regional famine, a
scramble for available grain reserves, market speculations and widespread in-
flation.”’
(G. A. McKay and T. Allsopp: ‘‘Global interdependence and the climate
of 1972, July 1976.)

The picture of the problem which emerges from these quotations, and which we
shall call “‘the official version of the 1972 food crisis’’ (since they stem from the
governmental UN World Food Conference), leads directly to formulating distorted
causal chains of the second level to which we have referred in the Introduction. As a
result of such incomplete causal analysis and some spurious relationships, one is led
to identifying as causes of certain phenomena factors which were only concomitant
with them, or have only influenced their development in a secondary manner. In
other cases, effects are taken as causes, and vice versa. In order to demonstrate this,
we shall consider in this first chapter the facts that are adduced as being at the origin
of the 1972 crisis. We leave to the next chapter a presentation of what, in our view,
was the actual situation, bringing into the analysis the various structural elements
and dynamics we believe are necessary to understand the situation.

Our contention will be that each one of the statements asserted in the ‘‘official
version”’ to be a fact represents the actual situation quite imperfectly and that
therefore the official version distorts reality in the same way as a glass with im-
purities and deformations distorts the shapes of the objects behind it. They are par-
tial facts or pseudo-facts in the sense explained in the Introduction. They either pro-
vide an insufficient description of a far more complex situation or introduce a
distortion of it which misleads the inferences to be drawn. We shall call them
“P-facts’’, the ‘P’ standing either for ‘‘partial’’ or ‘‘pseudo’’.

The following list contains those ‘‘P-facts’’ which, in our opinion, are the most
significant.

P-Fact I
““The food crisis began in 1972, when the worldwide output of cereals declined
sharply for the first time in over 20 years.”’
(Timothy M. Laur: ‘““The world food problem and the role of climate’’,
Trans. Am.Geoph. Union, April 1976.)

““The present world food crisis, originating from a combination of longer term
problems and temporary set-backs, suddenly emerged in a pronounced form in
1972. In that year the output of food in the world declined for the first time in
more than 20 years. In particular, world output of cereals (wheat, coarse grains
and rice) fell by a large amount—33 million tons. World production of cereals,
presently totalling about 1,200 million tons, had to increase on an average by
about 25 million tons each year to meet the rising world demand. The sudden
drop in the 1972 production created, therefore, a heavy deficit at the time when
the North American countries were engaged in supply-management programmes
to bring down their large surpluses. Also, this was the first time in recent
decades that adverse weather affected production in several sub-continents
simultaneously—USSR, China, India, Australia, Sahelian Africa and South-
East Asia.”
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(FAO: ‘““‘Assessment of the world food situation. Present and future.”’
Main Working Document presented to the World Food Conference, 1974.)

P-Fact II:
““The Soviet Union imported an exceptionally large amount of grain in 1972/73
and in 1973/74 the developing countries increased their grain imports. These
purchases quickly depleted the reduced stocks of the major exporting countries,
especially those of the United States which had held the largest quantity.”’
(US Department of Agriculture: ‘“The world food situation and the out-
look until 1985°*)

“‘As a result, the wheat stocks of the main wheat exporting countries fell from
49 million tons in 1971-72 to 29 million tons in 1972-73 and are expected to be
even lower in the current year. Stocks in many importing countries were also
sharply reduced. Coarse grain stocks fell similarly and rice reserves were virtually
exhausted. Although in 1973 harvests were reasonably good, the increase in
production in the market economy countries was insufficient to prevent a
further fall in exporters’ stocks. Production recovered in most developing coun-
tries, with the main exception of the Sahelian Zone countries where a major
international emergency operation was necessary to avert widespread star-
vation.”’
(FAO: op. cit. Continuation of paragraph quoted above.)

P-Fact III:
““The world is now in a highly vulnerable position. In 1973 and 1974, world re-
serve capabilities in relation to consumption needs fell far below any previous
level in the post-war era, to the equivalent of only twenty-six days worth of
world consumption.’’
(L. Brown and E. Eckholm: By Bread Alone, page 57).

P-Fact 1V:
““No one could have foreseen the failure of the Russian wheat crop in 1972. As
a result, between 1971 and 1972 American wheat exports almost doubled.”’
(Earl O. Heady: ““The agriculture of the US”, Scientific American,
September 1976).

P-Fact V:
““Between late 1972 and early 1974, international food prices escalated rapidly
in response to the growing excess of world demand over available supplies and
the decline of world food reserves. Wheat and rice prices tripled, and soybean
prices more than doubled.”’
(L. Brown and E. Eckholm: op. cit., page 62).

P-Fact I

Taking as a starting-point the FAO figures for world production of food grains,
Fig. 1.1, we find that indeed in 1972 there was a drop in absolute production of
about 2.2%. We propose analysis of the drop as follows.

Starting with 1965, there was an impressing increase in production. Two record
peaks occurred in 1971 and 1973. Instead of focusing attention on 1972 as a disaster,
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Fig. 1.1, World production of cereals and area harvested.

we could well ask, what was the reason for the great production of 19717 First of all,
to consider as a crisis a drop back of 2.2% in cereal production in the year following
an abnormally good year is a distortion of logic. Overall, substantial gains were be-
ing made in food production, gains that were outstripping population growth. The
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production in 1972 was 5.7% higher than the average production in the period
1965-70. To give perspective to the food-population picture, it was one conclusion
of the UN World Food Conference (1974) that a yearly world increase of 25 million
tons on the average, and at that time, was necessary to meet rising food demand.
The absolute increase in production between 1970 and 1971 was 102.7 million tons,
and between 1972 and 1973 98.4 million (FAO-PY-72, 74, 75). Including the
decrease between 1971 and 1972, the 3-year average increase was 54.4 million tons
per year, double the amount indicated by FAO as needed to compensate for the
greater demand for consumption.

The report of the World Food Conference and many authors cite world food pro-
duction and world food reserves relating to the ‘‘crisis’’ of 1972. We assert that the
analyses in the above two paragraphs, based on FAO world figures, do not justify
the ‘“crisis’’ designation.

The drop in production in 1972, against a healthy upward trend in prior and suc-
ceeding years, poses another question. How much of the 1972 decrease could be
ascribed to conditions other than ‘‘climate’’? Faced with the surpluses of 1971, for
example, the USA production for 1972 was curtailed by reducing planted acreage by
10%. This reduced storage costs and also allowed some of the lower fertility land to
be fallowed; this was sound economic-agricultural policy. The reserve capability of
this fallowed acreage may be estimated to be the equivalent to about 26 million tons.
This production would have reduced the 1972 wrinkle in Fig. 1.1 by about two-
thirds. L. Brown estimates that the equivalent in grain of all the cultivable land not
used in the USA was 78 million tons.

To present a few more details of interest, in Table 1.1 the wheat production is
given for 1971 and 1972. The US-USSR grain deal in 1972/3 is widely considered a
major factor in the ‘‘food crisis’’. Let us see what the figures show when we remove
these two powers from the analysis. We find a world increase of 4.17% in 1972 over
1971. Wheat prices rose substantially, but perhaps not as a direct result of the 1971-2
change in production. This matter is elaborated in detail in Chapter 2.

TABLE 1.1
Production of wheat
(millions of tons)

Percentage change

Region 1971 1972 from preceding year
World total 3539 34719 - 1.70
uUs 44.0 4.0 - 4.55
North America 58.4 56.6 - 3.08
USSR 98.8 86.0 -12.96
US and USSR 142.8 128.0 -10.36
Developing 7.2 79.0 +10.96
countries
World total less 417
US and USSR 211.1 219.9 + 4,

Source: FAO Production Yearbook 1973, pp. 44-45
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We believe that the figures in Table 1.1 show that it is unreliable and misleading to
use world production figures as a springboard for such alarms as ‘‘World food crisis
in 1972’ Moreover, the relationships between the large-scale droughts in 1972 (ac-
tually starting in West Africa in 1968), the world food situation and the extreme
plight of many peoples are not revealed in the world production figures. The plight
of peoples and severe suffering was real enough, even though the global food crisis
may have been only illusionary. In the face of adequate food supplies (on a world
basis), peoples suffered famine. Why? We must look far deeper than into mere food
production. We must look at those structural elements of society that, in the face of
apparent plenitude of food, work to make the food unavailable in sufficient
amounts to many segments of society in many areas. That is, we must undertake
structural analyses, third-level interpretations, as discussed in the Introduction. We
do that later in this volume and we elaborate on the methodology in Chapter 6.

P-Fact 11

As we have already agreed, this assertion is also put into a context which
endeavours to provide an explanation of the mechanism which set off the ‘‘food
crisis’’ which started in 1972.

It is clear that an attempt is made here to present a sequence as if it were a causal
chain: as a result of the fall in world food production (P-Fact I), the Soviet Union
and the developing countries purchased large quantities of grain, which led to a
depletion of stocks and the exceptional price increase of grain and ‘‘other
foodstuffs’’. We not only question the linear causal connection between the various
facts, we also question each of the specific assertions which are put together in
P-Fact II as stated above.

We leave to P-Fact V discussion of the role of purchases by the Soviet Union. We
find no substantive evidence for influences in the world market of actions by a group
of countries having a limited participation in the world’s grain trade, as we shall
demonstrate below.

First, let us consider the grain market during the period concerned. The figures
normally used are those giving total imports. Thus the record figure of 157.7 million
tons is given as the total world imports of cereals in 1973 (FAO: Trade Yearbook,
1975, p. 119) and is compared with the 131.4 million in 1972. The analysis which
serves as the basis of the report of the US Department of Agriculture, from which
we took the above-mentioned quotation, covers six cereals: wheat, maize, oats,
barley, rye and sorghum. In Table 1.2 the report gives net exports and imports of
these grains.

Table 1.2 shows clearly the impact produced by the enormous increase in the
amount bought by the Soviet Union, when the figure jumped from 1.3 million tons
in 1971-2 to 19.6 million tons in the period 1972-3. These figures do not merely
reflect production problems experienced by the Soviet Union due to drought during
that period. There were other factors, both political and economic, that need to be
taken into account. We shall deal with this in detail with reference to P-Fact V
below.

DM oLt C
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TABLE 1.2
World net grain exports and imports

1969/70-
Country 1971/2 1971/2 1972/3 1973/4
average
million metric tons
Developed countries 31.9 41.9 62.4 58.4
United States 39.8 42.8 73.1 72.5
Canada 14.8 18.3 18.8 13.1
Australia & New Zealand 10.6 10.8 5.8 9.9
South Africa 2.5 37 4 4.0
EC-9 -16.6 -14.0 -13.4 -13.0
Other West Europe - 48 -43 -53 - 8.9
Japan -14.4 -15.4 -17.0 -19.2
Central plan countries - 6.8 -13.0 -32.2 -15.9
East Europe -1.6 -9.2 - 8.0 - 48
USSR 39 - 1.3 -19.6 - 44
PRC - 3.1 2.5 - 46 - 6.7
Developing countries -19.1 -26.9 -23.2 -30.3
North Africa & Middle East -9.2 -11.9 - 8.1 -14.9
South Asia - 57 -54 - 45 - 7.0
Southeast Asia 3.2 33 1.2 2.5
East Asia - 8.4 -9.2 -10.4 -10.2
Latin America 3.2 - 2.0 — 7
Central Africa - 1.9 - 2.0 - 2.0 - 2.1
East Africa -3 3 .6 7
Other -2 -2 -3 -3
World total exports 107.6 111.2 141.8 151.0

Source: This table is a reproduction of Table 3 on page 4 of the US Department of Agri-
culture Publication The World Food Situation and the Outlook until 1985—
negative values indicate net imports.

As regards the increase in grain imports by the developing countries (market
economy), the table we have just considered enables us to make two comments
which are very obvious from the numbers themselves:

(a) The most notable increase in the imports of those countries occurred before
the critical period 1972-3; in actual fact, net imports decreased at that time. It
may easily be seen that the increase in 1973-4 with respect to 1971-2 is less
than the “‘jump’’ which exists between the average for 1969-71 and the period
1971-2 itself. This relative dip in the rising curve for grain purchase by
developing countries makes untenable the explanation that the increased de-
mand from those countries was any major factor in the exceptional increase
in prices that started in 1972. The group developing countries had already in-
creased its imports—and more sharply—without having any effect on the
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market and obviously without being pushed by the scarcities created by the
1972 drought.

(b) Even if we limit ourselves to analysing the increase in these imports in the
period 1973-4 with respect to the previous period, the argument is also unac-
ceptable. Another glance at Table 1.2 will show that the only appreciable in-
crease occurred in North Africa and the Middle East, with 6.8 million tons
and in southern Asia with 2.5 million. The first region was not affected by
droughts in 1972 nor did it have any problems in production. As regards
southern Asia, the country which had a decisive influence on the increase is
India. This country, for apparently political reasons, had bought practically
no grain in 1972, When it reverted the next year to the usual quantity of im-
ports, this produced the greater part of the relative increase of the region. It
does not seem mandatory to invoke climatic anomalies here.

These facts, which spring to view in the figures contained in Table 1.2, do not sup-
port the assertion that the developing countries used the world market to compen-
sate for the deficit, let alone that this was produced by the drought. The causal se-
quence implied in the report of the US Department of Agriculture has no sound
basis in our opinion, in the comparative figures of the world grain market.

We also feel that the figures of the table are inadequate to make a complete
analysis of the problem. Such is not our aim, for the moment. The subject is ex-
tremely complex, and we are only considering here those elements which provide the
basis for our dissatisfaction with the logic behind the explanations of ‘‘P-Fact II’’
and its context, in the alleged causal relationship which would lead to understanding
the reasons for the ‘1972 food crisis’’.

We should not examine in isolation the increases in imports that took place after
1972. The wider context is that the curve for total world grain imports shows a con-
tinuous upwards progression except during the period 1966-9 and in 1974, i.e. an in-
crease in the level of imports is the normal and predictable trend of the market.
From this point of view it is interesting to compare the curve for quantities of im-
ports with the curve showing values in dollars. Figure 1.2 gives both curves and to
complete the analysis we have added the variations in export price indices. We have
computed similar curves for the major cereal-exporting countries and added the
variations of the reserves (stocks) whenever available. The curves show some signifi-
cant differences which are not germane to this analysis. The essential outcome of
this analysis was that it would be very difficult to try to maintain that the variations
in prices bear any relation to demand, or to stocks or to a combination of both.
There is no possible explanation in terms of ‘‘elasticity’’ of prices which would ac-
count for the uniformity of the curve for unit values between 1960 and 1972 or the
discontinuity after that year. The argument based on the increase in the cost of
energy used in the process of production is, likewise, untenable, since the increase in
the price of the raw materials for energy started only later, in October 1973.

We believe, and shall discuss further below, that the graphs show fairly clearly a
fundamental change in the structure of the grain trade. They also show an anomaly
in the variation of prices which in no way fits in with the ‘‘law of supply and de-
mand’’, which evidently was repealed for that period, other forces having come into
play. We shall deal with this question specifically in Chapter 2, but at this stage of
the analysis we shall confine ourselves to showing that the presumed deficit in food
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production in the developing countries has no significant effect on the curve for
world exports.

251~
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Fig. 1.2. World grain imports and export price indices (1972 = 100).

It is evident that the world grain trade is a market in which the economically
developed countries or areas dominate: North America, Western Europe, Japan and
the Soviet Union. To these we must now add the developing countries that are
members of OPEC, due to their enormous financial wealth.
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In recent economic history, the largest importer of cereals has been Japan, ex-
ceeded only slightly by the Soviet Union in 1973. Let us look at Table 1.3 which
shows net imports and comparing the figures for non-American developed countries
with two basic areas in developing countries, during the significant period from 1971
to 1974.

TABLE 1.3
Net imports of cereals—1971-4
(in million tons)

Total
Country or Region 1971 1972 1973 1974 period
Japan 14.0 16.0 18.0 19.3 67.3
United Kingdom 9.0 8.4 7.4 7.3 32.1
Italy 6.5 6.6 7.8 7.4 28.4
Fed. Rep. of Germany 6.8 6.6 6.0 5.2 24.6
USSR -5.6 11.0 18.6 -0.6 23.4
Africa (developing 4.7 4.5 5.7 6.3 212

countries)

Latin America -4.0 2.6 2.1 1.0 1.7

Source: FAO Trade Yearbook, 1975.
Note: negative signs indicate net export.

Once again, the figures are clear and define the situation: in 1973 and 1974, all the
developing countries in Africa together imported less cereals than Italy, the United
Kingdom or the Federal Republic of Germany taken separately. Indeed they im-
ported less than a third of the quantity imported by Japan. Latin America, which
was an exporter until 1972, imported 2.6 million tons in 1972 (against 48.3 tons for
the developed countries included in the table). Latin America imports even de-
creased to a minimum of 1.0 million tons in 1973/4. It is evident that, although in
the “‘critical year’’ of 1972 this region changed from being a small exporter of grain
to being an even smaller importer, this change cannot be considered as important
when compared with the total figures for the world market, as regards prices, stock
and supply-demand.

There remain the Sahelian countries. What, then, were the total net imports of
cereals for the six Sahelian countries for the entire period of the drought which
lasted from 1968 to 1973? (see Table 1.4).

TABLE 1.4
Total imports of cereals of the six Sahelian countries
(in million tons)

1968 1969 1970 1971 1972 1973 1974

0.3 0.4 0.3 0.5 0.5 0.7 0.8

Source: FAO Trade Yearbooks, 1970, 1974 and 1975.
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The figures are, undoubtedly, low. Even making some allowance for that, we
claim that they are not statistically significant in terms of world trade. The world
import-export figures illustrate our point. In 1973, according to official figures,3 the
total world exports of grain were 164.49 million tons, whereas imports totalled
157.65. The difference (6.84 million tons) is ten times greater than the imports of
grain by the Sahelian countries the same year. It is not a question of an isolated error
which occurred in the tables for 1973. If we add up all the FAO figures for exports
between 1960 and 1970, and then do the same for imports, the difference between
the two totals for the decade amounts to 22,132 million tons. It is certainly not dif-
ficult to explain the mystery of these persistent discrepancies when one realizes that
the figures for exports are systematically larger than the figures for imports. But this
is not the proper place to enter into such an analysis. If we use this example in the
present context, it is simply to be able to show that the imports of cereals by the
Sahelian countries were quite insignificant on a statistical basis. It also shows that
the net variations of imports of grain for the developing countries in 1972 and 1973
are of the same magnitude as the discrepancies contained in official statistics. But,
of course, people do not consume statistics as food. Our only point here is to il-
lustrate that the world trade fluctuations, even if they affect many large regions, did
not reach directly into the much smaller and more isolated populations of the Sahel
to deprive them of food.

So far, we have analyzed the subject using total figures for the international grain
trade, but let us look now at the trade in each type of grain for further evidence of
change in the nature of the grain market. The two major cereal markets are those of
wheat and maize. In these markets are concentrated 72% of the total operations of
world cereal trade. It is in these two markets that large variation occurs of the total
value of exports of both cereals, and also the values per unit volume. The structure
of each market is quite different. Let us look, first of all, at maize imports during
the period 1971-6 (Table 1.5).

TABLE 1.5
Total imports of maize
(in millions of tons)

1971 1972 1973 1974 1975 1976
World 30.8 38 47 492 518 62.1
Western 19.6 20.2 22.6 243 25.3 26.8
Europe
USSR 0.9 41 5.4 34 55 11.4
Japan 5.0 6.1 7.8 7.9 7.5 8.4
Developing 26 3.1 48 58 7.2 6.2
countries

Source: FAO Trade Yearbook 1975 and 1976.

If we consider net imports, the situation of developing countries is seen in a dif-
ferent light, as Table 1.6 shows.
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TABLE 1.6
Net imports of maize
(in millions of tons)

1971 1972 1973 1974 1975 1976
Western 14.3 15.6 17.0 183  19.6 20.9
Europe
USSR 0.8 3.9 5.0 26 55 11.2
Japan 5.0 6.1 7.8 79 715 8.4
Developing 7.7 3.0 -5 37 04 0.9
countries

Source: FAO, op. cit.
Note: negative values indicate net exports.

The figures show clearly that the developing countries as a whole have always
been net exporters of maize, Obviously it cannot be these countries which cause any
“‘crisis’’ in the international market. However, it is of interest to analyse the pro-
gressive decrease in exports which took place, starting in 1971, This variation is very
marked in Latin America and more particularly in three countries: Argentina, Brazil
and Mexico. Let us look in Table 1.7 at the figures for each of these countries.

TABLE 1.7
Net exports and imports of maize
(in million tons)

1971 1972 1973 1974 1975 1976
Argentina -6.1 -3.0 -4 -5.5 -39 -3.1
Brazil -1.3 -0.2 0.4 1.1 1.1 -1.4
Mexico 0.3 -0.2 1.1 1.3 2.6 0.9

Source: FAO, op. cit.
Note: negative values indicate net exports.

The picture presented by the wheat market is quite different, inasmuch as the
developing countries are net importers of this cereal, in considerable quantities.
(Table 1.8).

The increase in imports shown for Latin America during the 3-year period 1972-4
must mainly be attributed to Brazil and Chile. We must also take into account an
unusual purchase by Argentina in 1973 of 422,000 tons. In this year the country
reached a record figure for exports of 3 million tons and the imports only covered
heavy export commitments. The political reasons for the increase in imports by
Chile are quite clear. It should be remembered that US had cut off food supplies to
Allende’s government but provided 450,000 tons to his successor, General Pinochet,
a few months after his coup d’état. The reasons for a similar increase in Brazil are
less directly political.

As regards Africa, it was the countries in the North and in the Middle East which
imported more, in spite of the fact that 1972 was a record year for production and,
although not as high as in 1973, was still higher than in 1971.
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TABLE 1.8
Imports of wheat
(in million tons)

1970 1971 1972 1973 1974 1975 1976

World total 54.9 57.6 61 76.7 66.4 73.4 70.6

Europe 18.2 19.4 18.1 18.0 16.9 16.3 18.6

Japan 4.7 4.9 5.1 5.4 5.4 5.7 5.8

USSR 2.2 2.7 8.5 15.6 31 9.6 7.2

Developing 2.5 25.5 2.7 30.0 326 36.5 34.8
countries

Latin 5.7 6.3 7.0 8.7 8.6 7.2 9.1
America

Africa 2.9 3.5 3.7 4.6 4.6 6.3 5.4

Source: FAO, op. cit.

In order to complete this brief analysis of the increase in imports of the developing
countries during the period in question, it remains to consider Asia and the par-
ticular case of India. A strange fact stands out, namely, that a minimum in the im-
ports in this country occurred in the ‘‘critical’’ year of 1972. In the following year
India had recourse to a loan of 1.8 million tons to compensate for its deficit from
1972. For this loan India did not turn to the major Western exporters but to the
USSR. We can discern political and economic motivations or forces here but not
climatic.*

In the tables for wheat imports we thus find a situation which is very different
from that normally shown by the analysis of the “‘food crisis’’. A tendency for an in-
crease in the wheat imports of developing countries is clearly seen. This increase is
not linked to any particular climate phenomenon, nor, as we shall see further on, to
demographic factors having a decisive effect on this tendency. We believe that the
fundamental cause is the change in agricultural policy, particularly by the United
States. We shall deal with this subject in Chapter 2.

Summing up this rather lengthy discussion of P-Fact II, we would point out the
following conclusions:

1. The Soviet Union made large grain purchases in 1973, but in themselves these
were not the main driving force in the rise of food prices. Here, we must leave
this as an assertion. We elaborate our argument under P-Fact V.

2. We find no support in the FAO figures, for all grains or for individual grains,
for the assertion that purchases from developing countries exerted any
significant pressure on the world market and thereby on prices.

3. We do find evidences of changes in the structures of world grain trade as ac-
countable influences on prices.

4. We find no support for the assertion that these factors and dynamics of the
world markets played direct roles in the sufferings in the Sahel, the condition
that prompted initiation of this study project.
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5. We do find some evidences of political-economic and governmental policies
as important influences, in support of our belief that the diagnoses of the
world situation in the period must include social, economic and political
structural elements in order to reveal the forces and dynamics at work, e.g.
we must adopt the level-3 structural analyses described in the Introduction.

P-Fact 111

The general context is which this assertion is made is to be found in another con-
tribution to the subject by L. Brown himself, ‘“World population trends: signs of
hope, signs of stress’’, World-Watch Paper 8 1976):

“The recent hand-to-mouth situation contrasts sharply with the relative
security of the fifties and sixties. Then, food reserves more then offset crop
shortfalls. Then, the price of grain was comparatively stable, access to export-
able supplies was assured, and the United States always stood ready to intervene
whenever famine threatened. But now, during the seventies, the depletion of
world food stocks has weakened both the capacity and the will of the inter-
national community to respond to food shortages.”’

The foregoing assertion is dramatic, but we venture to cast doubts on whether it is
applicable or even true. In actual fact, an analysis of the evolution of the stocks and
a study of the policies which led to an adjustment of reserves make it difficult to
justify the assertion made by Brown. Let us first examine on what basis ‘‘P-Fact
II1”’ is asserted. We start by noting that the greatest reserves of cereals in the world
are held by the United States. In 1961-2 this country held 76% of the total grain
stock of the market economy countries: 116 million tons. The rest, 37 million, was
divided between Argentina, Australia, Canada, France, India and Japan. From then
onwards, stocks in the United States continuously declined, falling to 58.2 million in
1967-8. Even this represented 58% of the total reserves of the market economy
countries. The North American stock rose again the following year, but again fell in
1970-71 (54.5 million). Stocks again went up in 1971-2 to 73.4 million, but then
started to fall sharply reaching an absolute minimum of 27 million tons in 1974-5
(42% of the total of countries mentioned).

We again refer to L. Brown, who illustrated this situation in Table 1.9 (op. cit.,
page 60).

The striking title of Table 1.95 and also the figures it contains ensured for it a wide
distribution. ‘““World grain reserves only enough for 30 days’ consumption.’’ No
one could avoid the alarm contained in this phrase and it would be difficult to think
of a better way of spreading the feeling that there is a ‘“world food crisis’*. At the
same time, the notion that food security depended on such world grain reserves was
quickly adopted in the language used by the international agencies. Thus, the then
Director-General of FAO in his report on ‘‘The State of Food Supplies and
Agriculture in 1974’ says:

“‘For the third consecutive year the world food and agricultural situation must
be viewed with grave concern. During much of 1974 there were high hopes that
this year would bring the bountiful harvests so badly needed for the world to
begin to emerge from the food crisis that started with the widespread bad
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TABLE 1.9
Index of World Food Security, 1961-74
(millions metric tons)

Grain
equivalent Reserves as
Reserve of idled days of
stocks US Total annual grain
Year of grain cropland reserves consumption
1961 154 68 222 95
1962 131 81 212 88
1963 125 70 195 77
1964 128 70 198 77
1965 113 71 184 69
1966 99 79 178 66
1967 100 51 151 55
1968 116 61 177 62
1969 136 73 209 69
1970 146 7 217 69
1971 120 4] 161 51
1972 131 78 209 66
1973 106 24 130 40
19742 920 0 920 26

weather and poor crops of 1972. Although there was a substantial recovery in
production in 1973, very large harvests were needed in 1974 if a beginning was to
be made in returning to any reasonable degree of security in world food
supplies.”’

To what kind of *‘security’’ do L. Brown and the Director of FAO refer? Ap-
parently, and from what is implied from the context of the expression ‘‘food securi-
ty”’, the reserves are aimed at protecting those countries which might suffer from a
shortage of food. It is clearly suggested by their arguments that if stocks fall to very
low levels, an intangible ‘‘international community’’ would not be able (nor have
“the will’’ as L. Brown suggests) to ‘‘provide relief’’ to countries falling a victim to
famine. It is also explained that the United States is not ‘‘always prepared to take ac-
tion, anywhere that there is the threat of famine’’ and consequently the only solu-
tion is to maintain reserves at reasonable levels.

However, it was not necessary to wait many years before the same sources made
assertions flagrantly contradicting those on which we have just commented. In the
FAO document ‘‘Rapport et perspectives sur les produits, 1976-1977°’ we find the
following statement:

““World carryover stocks of wheat and coarse grains (excluding those held in
the USSR and China), which FAO estimated at 146 million tons at the end of
1976/77 marketing years, could thus rise by a further 20-30 million tons by the
end of the 1977/78 season, and exert downward pressure on grain prices
throughout 1977 and well into 1978. Should world stocks expand to levels
forecast, an adjustment in production policies, particularly in the main export-
ing countries, will be required in 1978 if a situation of serious over-supply is to
be avoided.”
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This paragraph shows clearly the true role of reserves: to serve mainly as a price
regulator. We know that we are not clearing up any mystery and it was certainly not
necessary to read an FAO report to find out about it. But what we wish to emphasize
here is the philosophical and practical discrepancy from one FAO document to
another in dealing with the subject of the world food production and stocks. In cer-
tain documents dealing with the economic situation, such as the one we have con-
sidered, this body adopts a language in which it is recognized that the world food
market—like that for cars, shoes or perfumes—does actually operate on the basis of
purchase-sale of commodities with the maximum possible profit. In these
documents the argument of the ‘‘world food security’’ is irrelevant.

The idea of linking the reserves of the major exporters of cereals with world food
security does not appear in the analyses of many economists who deal with the
policies to be developed in the matter of reserves. Thus, for example, Fred H.
Sanderson, in his article entitled ‘“The great food fumble’’ (AAAS Report, op.
cit.) deals in a very precise way with this subject without at any time mentioning
grain reserves as a guarantee of ‘‘world food security’’. That concept appears to
have no place in his line of thought, which is clearly representative of the official
point of view of the United States Government (Mr. Sanderson was Director of the
Office for Food Policy and member of the Planning Committee of the State Depart-
ment). Let us look at a paragraph of this article:

““The experience of the years of 1963 to 1967 and 1972 to 1975 suggests that
an even larger reserve, of more than 80 million tons, over and above privately
held working stocks, would have been required to keep real grain prices reason-
ably stable during the latter period.”’

Once again the volume of reserves is related to price stability. This, and nothing
else, is what preoccupies the decision-makers in the matter of reserves, and
their specialized consultants.

We may ask: Why this feverish preoccupation to avoid the destabilization of
prices? Sanderson recognized that exports of cereals and soya beans in 1974 brought
in about 16,000 million dollars for the US. This figure represents 22% of the total
earnings of the United States in exports during that year. The author is, of course,
aware that through these earnings in food exports the United States resolved, at least
temporarily, its serious trade balance problems by selling grain. Fred Sanderson ex-
plains three powerful reasons for it being highly desirable that the price of grain
should maintain its stability:

(a) ‘‘Higher food costs are locked into the wage and price structure of the
nonagricultural sectors, which is flexible only upward. Any subsequent
decline of grain prices will have only minor effects on retail food prices (60
per cent of which are accounted for by processing and marketing costs) and
even smaller effects on the cost-of-living index. The rise in the level of
nonagricultural prices, in turn, will cause a permanent increase in agricultural
production costs as farmers have come to depend rather heavily on inputs
purchased from the nonagricultural sector. This ‘ratchet effect’ of commodi-
ty booms—their tendency to give a permanent boost to the inflationary
spiral—provides an important justification for efforts to stabilize supplies
and prices of primary commodities.”’
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(b) ““Itis true that current shortages and the resulting high prices were helpful in
swelling our export proceeds for these commodities; in the long run,
however, excessive instability of supplies and prices would be likely to
stimulate protectionist tendencies abroad.”

(c) “‘Last, but not least, the United States shares with other countries a concern
about averting famine abroad. When grain supplies are short and prices are
high, the flow of food aid tends to dry up. Domestic needs and commercial
exports take precedence over the pressing needs of countries unable to pay
cash. Where funds have been set aside to finance food aid, the may buy less
than half the quantities programmed before prices went up. Thus the quan-
tities of grain shipped by the United States on concessional terms dropped to
a 20-year low in fiscal year 1974.”

This last paragraph, (c), is the only one which is in any way linked to the so-called
““food security’’, although Sanderson certainly did not use that expression. In fact,
in the precise language of the author, the link is indirect and in practice is even more
tenuous. One way of showing this is to compare the periods of ‘‘crisis’’ in the stocks
with the corresponding world food situation. We start with a quotation from the
book edited by D. Gale Johnson and John A.Schnittker (US agriculture in a world
context, page 11): ““In the 1960s and to the present time, carry-over policy was set by
executive determination rather than by legislative action. The Secretary of
Agriculture saw in 1961 that surplus carry-overs of wheat, coarse grains, cotton, and
dairy products were so burdensome to the Treasury and the future of US farm policy
that they had to be reduced. The programme changes described earlier in this paper
were designed to limit production of various crops so that carry-overs could be
systematically reduced.”

In the year mentioned of 1961, the Department of Agriculture had published the
World Food Budget, 1962 and 1966, Foreign Agricultural Economic Report 4 (Oc-
tober 1961), containing cries of alarm concerning malnutrition in the world. Thomas
T. Poleman, in his paper on ‘“World food: A perspective’’ (AAAS Report, op. cit.),
makes the following comment in this connection: ‘“Three years later the USDA
repeated the exercise. The map on the cover of the second report, World Food
Budget, 1970 (8), revealed few new diet-deficit countries. But it is difficult not to
believe than an important political angle had been discovered. Exaggeration of the
extent of hunger in the developing world was clearly good politics for the USDA,
faced as it was at this time with increasingly bothersome surpluses. Sales of gifts to
the LDC’s under Public Law 480 could postpone the day of more stringent controls
or lower prices (or both) to American farmers.”’

We shall not elaborate on this subject of the expediency of Public Law 480 and the
political functional character of *‘assistance’’ with food. For the time being, we only
wish to point out the role played by both, as a ‘‘regulator’’ of reserves, in serving the
domestic policy of the United States. We shall see later on that they also played a
part in establishing international policy.

In conclusion we may summarize our view as follows. We cannot use figures to
show the unfounded implication of this P-fact, that a main purpose of agriculture is
to provide world security. Of course, food is a fundamental requirement for life.
There is a demand for it, since quite a few peope do not grow their own. Therefore it



Facts, Pseudo-facts and Misleading Causal Links 31

is a marketable commodity, subject to the market forces of all commodities.
Agriculture is a business and those who engage in it must make a profit. There is
nothing wrong, conspiratorial or immoral about this within the general philosophy
of market economies. Therefore, we must take a rational view of agriculture, not as
an abstraction having to do primarily with humanitarian aspects, but as a practical
business that must maintain an appropriate balance between forces: supply, de-
mand, production costs, distribution aspects and relations to other large com-
modities in trade. The fact that inventories are held, and are useful, makes their
secondary use as emergency food stocks, in a full market economy, possible. This is
fortunate, but we must be careful not to push humanitarian values too far. The in-
ventories are also subject to a more powerful force: their cost-benefit ratio. Further
detailed discussion will be found in the paper by Siotis, included in this volume as an
Annex to Chapter 5.

P-Fact IV

Once again, the assertion contained in this statement is strengthened by the con-
ceptual context to which it pertains, and which may be summarized in the following
quotation from L. Brown (‘‘The politics and responsibility of the North American
breadbasket”’, World Watch Paper 2):

““The Soviet decision to offset crop shortfalls with massive imports rather than
via the more traditional method of belt-tightening by customers is the most
destabilizing single factor in the world food economy today, one which is enor-
mously costly to consumers everywhere. The instability derives not so much
from the scale of Soviet grain imports as from their unpredictable and secretive
nature,”’

We structure the point of view of those who support P-Fact IV into five ‘‘steps’’
or successive assertions which lead from the failure of Soviet crops to the shortage
and increase in price of wheat throughout the world:

(a) The Soviet Union was faced with serious endemic agricultural problems due
to climatic conditions and institutional inefficiency (in L. Brown’s own
words: ‘“Where political expediency joins hands with agricultural inefficien-
cy’’, op. cit.).

(b) The food situation in the Soviet Union became critical in 1972 due to severe
climatic conditions which caused the wheat crop to fail (lack of snow in
winter 1971 and lack of rain in spring 1972).

(c) In order to avoid a food shortage (or not have to ‘‘tighten their belts’’ in the
vivid language of L. Brown (also used in the Flanigan Report, cf. Chapter 2
below)) the Soviets found themselves forced to buy enormous quantities of
grain,

(d) This situation took the Western world by surprise, particularly the United
States. Nevertheless that country agreed to sell.

(e) Consumers throughout the world suffered as a result of the depletion of
reserves, and this in turn led to a rapid rise in prices.

The abundant information which is now available enables us to carry out an
analysis of the food situation in the USSR in 1972 and also of the background to her
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trade agreements with the United States. These analyses contradict each of the five
points made and show that the assertion contained in ‘‘P-Fact IV’ is untenable. In
order to reach this conclusion we used the basic document prepared for the IFIAS
Project by Michael Ellman and included as an Annex to this chapter. We also made
use of a paper by Carlos Gonzalez Garland (‘‘Agreements on the sale of grain in
1972 in the context of US-USSR relations’’)® Other works on the subject include the
detailed analysis on Soviet agriculture by the US CIA.
From a study of these data and documents, we conclude that:

(a) It is certain that the Soviet Union faced difficulties in agriculture, resulting
from her geographical situation and the nature of her soils. But it is also cer-
tain that these adverse conditions only caused sporadic fluctuations in a
steadily and appreciably rising production curve.

(b) The drought in 1972 in the USSR was much less severe than that in 1975, aiid
the latter did not have the disastrous consequences which would be inferred
from “‘P-Fact IV”’.

(c) There was no food shortage that year in the Soviet Union, nor had their been,
even though there had been no grain imports. The relationship put forward
between massive buying and the option to ‘‘tighten their belts’’ did not exist.

(d) The secrecy of the negotiations, which ‘‘surprised the western world’’ was
beneficial both for the United States and the Soviet Union. For the United
States, this operation took place at an exceptional time when a change in the
structure of external trade, based on massive selling of cereals in accordance
with the recommendations of the Williams Committee, had already set in.

(e) It was the decision to adopt this change in the policy of North American ex-
ternal trade which was to have an effect on the shortage of reserves and the
increase in prices, whatever the selling channels used to dispose of the
surplus.

Now let us look at some of the data and figures to confirm what we just said. In
the first place, the impression of a ‘‘disaster’’ conjured up from reading the texts
quoted in connection with ‘‘P-Fact IV’’ and its context is not in agreement with the
actual figures contained in the tables for production. In the aforementioned CIA
report on Soviet agriculture,’ the chapter relating to production opens with an asser-
tion similar to that quoted from L. Brown, attributing to the USSR limited produc-
tivity due to the environment, and also ‘‘managerial inefficiencies, and levels of ap-
plied technology lower than those in Western Europe and the United States’’.
However, the report continues with a statement which is fundamental for evaluating
P-Fact IV: ‘‘Average crop production in 1969-73 was 36 percent above the average
production in 1961-65, and well ahead of the 15 percent population growth during
the same period.”’

The Soviet Union is the principal producer in the world of wheat, barley, oats and
rye (in addition to sunflower seeds, potatoes and beet). The largest production of
grain is that of wheat, which was also the predominant grain bought in 1972-3.
Many of those analysing the ‘‘food crisis’’ place special emphasis on the failure of
the wheat crop in the USSR in 1972, But the figures far from support their asser-
tions. The aforementioned CIA report says the following about this cereal: ‘‘The
long-range trend of Soviet wheat production has been upward. The New Lands pro-
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gramme of the 1950’s added significantly to the productive grain-growing area; since
then, continuing improvements in yield, based primarily on new varieties and more
fertilizer, have maintained the upward trend in production despite fluctuations in
sown area. But the variability of weather in the USSR is so great that the difference
in output between bad years and good years is still enormous.”’

The curve for production contained in that report makes this concept sufficiently
clear, but perhaps belittles the epithet ‘‘enormous’’ (Fig. 1.3).
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Fig. 1.3. Wheat production in the USSR.

The variability, which is mainly due to climatic fluctuations, is clearly seen in the
curve. But the curve also shows clearly the progressive increase in production. The
minimum in 1972 only appears important with respect to the record years of 1966,
1970 or 1973. The words ‘‘failure”’ or ‘‘disaster’’ do not appear to be justified.

But there is an even more significant aspect. If the total grain production in the
1970s is considered, the variations in grain production shown in Table A4 of
Ellman’s paper (see Annex to this chapter) makes it evident that the terrible drought
of 1975 caused more serious ravages in grain production than the drought in 1972.
In fact, with reference to 1973, which was the year of maximum production, the
total production of cereals in 1972 was 24.4% less, whereas the decrease in 1975 was
37%. However, from the point of view of imports the two cases are very similar as
shown by Table A.1 in Ellman’s paper.

Two circumstances are found here which do not agree with the inductive
generalization reasoning used to support ‘‘P-Fact IV’’. The first of these is that,
evidently, the massive buying in 1975-6 did not have the catastrophic effect on the
world market that is attributed to the buying in 1972-3, in spite of being of the same
order of magnitude in tonnage (but considerably greater in dollars). The second is
that, in spite of the fact that the loss of Soviet crops was much greater in 1975 than
in 1972, the amount imported in 1975 was slightly less in total, that of wheat having
been considerably less.

It is appropriate to analyse both of these circumstances separately. With regard to
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the first, we have already seen in examining ‘‘P-Fact IV*’ that the cause of the spec-
tacular increases in the prices of cereals after 1972 was not the so-called law of supp-
ly and demand, nor the decrease in the level of reserves. Further on, the analysis of
“P-Fact V”’ will lead us to specify the deep-rooted causes of these variations in
price. However, it is appropriate now to consider an important aspect of this prob-
lem, in order to see in its proper perspective—the largest buying operation in the
history of world trade—and to discover its actual effect on the ‘‘food crisis’’. The
obvious question is, why did the USSR decide to resort to importing and, again, why
did she import in such large quantities? We shall see, presently, how this gigantic
buying operation was co-ordinated and carried out.

At the time when the droughts in 1972 diminished grain production, planning in
the Soviet Union was at a stage which depended on a continuous expansion of meat
production. The CIA document which we have already mentioned describes the
situation in the following way (page 5). ‘““The 1965 Brezhnev agricultural pro-
gramme to provide more meat and other quality foods stimulated the domestic de-
mand for grain as livestock feed, while the use of grain for food hardly changed. By
1969-70, grain input had fallen behind the increased demand, making necessary deep
inroads into government reserves. The massive grain imports of 1972 were essential
to maintain the livestock goals.”’

This statement is clear and is confirmed by the figures for meat production in the
USSR given by Ellman. They show that in spite of the decrease in Soviet agricultural
production in 1972 and 1975 meat production maintained high levels in the follow-
ing years, with the exception of pork and possibly mutton. Ellman himself gives an
explanation which, in our view, is very relevant:

““In 1931 when there was a bad harvest, the USSR was a net exporter of grain to
pay for machinery imports, despite shortages of basic cereals for human con-
sumption. In 1963 when there was a bad harvest the USSR imported grain
partly to ensure that there would be an adequate feed for the greatly expanded
livestock population. In the 1970s when there were bad harvests the USSR im-
ported grain to ensure that the animals would be fed so that the human popu-
lation would have enough meat (as is done by West European countries). This
change in policy over the years reflects the success of the Government’s indus-
trialization policy and its increasing attention to populate welfare, i.e. its
increasing short term consumer orientation.”’

This review of the Soviet attitude at moments of agricultural crises during the last
40 years is far from being in agreement with the explanation given by L. Brown, in
whose view the Russians formerly ‘‘tightened their belts’’ but now import cereals.
But the necessity of not reducing cattle production does not entirely explain the im-
pressive and massive buying of grain by the USSR in 1972. An indication of the real
reasons is to be found in the question above from the CIA report, which mentioned
the growing pressure on government reserves of cereals which in turn arose from
Brezhnev’s programme for the development of livestock rearing, i.e. that the USSR
bought in order to compensate for the loss of crops, as much as to replace the
depleted reserves.

Let us continue with the opinion of the CIA: ‘‘More than half of these imports
consisted of wheat, apparently intended to replace the domestic wheat fed to
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livestock because of its poor milling quality. Wheat was also a better buy on the
world market than corn or other feedgrains.’’8

It is certainly only necessary to study the way in which the operation was carried
out to see that it was a paying proposition for the USSR. It has now been possible to
reconstruct the developments in the negotiations for this enormous buying opera-
tion, which had repercussions on the international market, due to the fact that much
of the information which was then ‘‘secret’’ has ceased to be so with the passage of
time.

Within the framework of our project, Gonzalez Garland has traced these sources
of information and placed the data obtained in their proper historical setting and in
such a way as to render the entire process intelligible. It may be mentioned that
much has already been written on this subject, although in general it is of a con-
troversial nature; for this study more help was derived from personal communica-
tions giving an account of the experience of the individual concerned in parts of the
process. From an analysis of this information, in its entirety, it is possible to
reconstruct the causes and circumstances of that historical buying and selling opera-
tion, as follows:

(a) Asis stated in the work by Gonzalez Garland: ‘‘beyond all reasonable doubt,
the 1972 agreements on cereals, renewed in 1975, between the Soviet Union
and the United States form part of the policy of détente or peaceful co-
existence.”’

(b) The Soviet-North American agreement was, then, the result of an understan-
ding, from which both parties expected to derive considerable benefits. For
the United States, it meant a unique opportunity to get rid of excessive and
costly reserves, to stabilize the balance of payments and stimulate domestic
production by being able to lift subsidies and restrictions, putting into prac-
tice the recommendations of the Williams commission (cf. Chapter 2 below).

For the USSR it represented buying on advantageous terms, at low price
and with a large credit, which enabled her to maintain plans for domestic
consumption, meeting commitments with other countries (particularly in the
Socialist area) not reducing reserves and, moreover, getting rid of dollars
which were in the process of devaluation.

(c) There can be no doubt that the Soviet buying in 1972 took place in the
greatest of secrecy. But there are uncertainties as regards who possessed the
information and for whom it was secret. This subject appears to be beyond
the scope of this work, were it not for the fact that it is closely linked to the
problem of prices in the international market and, consequently, to one of
our basic theories concerning the ‘‘food crisis’’. The information now
available suggests the following course of developments as being that which
provides the most plausible explanation.

(i) In 1972, a month or two before the harvest, the USSR already had a
prediction, which proved to be correct, concerning the impact of the
drought on grain production. At that time, the USSR sent several/ mis-
sions to negotiate independently and separately with the major expor-
ting companies of the American continent. The missions were unaware
of what they were doing in aggregated form.

DM VOL 1D
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(ii) It suited the USSR to keep the operation secret, in order to avoid
publicity which, in view of the large scale of the buying, might have
caused a sudden increase in prices. The operation was a success in-
asmuch as agreements were signed with each company individually at
the low prices prevailing in the market at that time. And, as C. Gon-
zalez Garland has pointed out, this doubtless also influenced the scale
of the buying. The favourable prices may have influenced the Soviets to
buy more than they had contemplated.

(iii) The agreements with the companies could not have been signed without
government approval. What was perhaps not appreciated beforehand
by the US agencies that had to give their approval was the scale of the
buying, in view of the points (i) and (i) above. But it does seem very
probable that there would have been any secret in this report for the US
officials. Those who state this fact (e.g. Robbins in The American food
scandal) relate it to corruption of the officials acting in the interests of
the agricultural exporting companies. It is beyond the scope of this
study to express any opinion as to whether this is so or not. For our pur-
pose, what is important is that, even if this had been so, what was in-
volved was an official policy of the United States which necessitated
selling on a massive scale in view of the New Economic Policy of the
Nixon Administration, and which used these sales agreements, their ef-
fects on stocks, their effects on producers and their effects on future
buyers, to modify substantially the rules of the game in the interna-
tional grain market. In fact, it seems to us that it mainly was a matter of
good business on both sides.

Summarizing, on both sides, both from the point of view of the USSR and the
USA, the general process of this now-famous sale of grain, greatly exceeds in impor-
tance, by its sheer magnitude, any other considerations which might arise in connec-
tion with the supposed ‘‘failure’’ of Soviet crops in 1972 and which occur in the
analyses of those who support ‘‘P-Fact IV"’.

P-Fact V

This assertion, which implies that the 1972 drought caused a sudden rise in inter-
national food prices, was, as we have seen, generally accepted in many circles con-
cerned with the subject, to the point that even such important reports as that of the
World Food Conference (1974) accepted it without hesitation as a working
hypothesis. In some instances, however, the argument appears to be tempered by the
inclusion of other factors. This happened, for example, in the report of the US
Department of Agriculture—ERS (The world food situation), which states on page 3
that: ‘“The 1972 shortfall in world food production, the upsurge in food inputs, and
the drawdown in stocks, along with inflation, rapid economic growth, and monetary
adjustments, produced a dramatic increase in the prices of virtually all agricultural
commodities (Table 4). The most severe impact was on the major food
grains—wheat and rice.”

This description, although it recognizes other causes which contributed to the im-
pact of the drought on the increase in prices, still gives first place to the consequences
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of climatic factors. However, we are of the view that the increase in prices was not
due to the decreased production, nor to the reduction of stocks. These situations
were not the result of a climatic phenomenon that affected the market ‘‘naturally”’
through the law of ‘‘supply and demand’’. We think that we have also made it clear
that it is an unjustifiable extrapolation to generalize assertions which are only valid
for the cereals market, extending them to the entire food market.

The general increase in prices is repeatedly given as the most important conse-
quence of the 1972 drought at the global level. Many authors of considerable
prestige use this argument to illustrate both the vulnerability of the population of the
world to natural phenomena, and the interdependence which would appear to
characterize international relations in our times. The behaviour of food prices in the
international market during the period starting in 1972 requires wider and more
thorough consideration. In principle, simply by looking at the annual average price
indices it can be seen that the increase of cereals forms part of a general rise of basic
products, which is described as a ‘‘commodity boom”’.

Table 1.10, taken from UNCTAD, reflects this. It is therein pointed out that 1973
was the year with the largest ‘‘jumps’’ in prices and this gave it the distinction of be-
ing broken down into 3-monthly periods at the end of the table, in order to give the
reader a better understanding of the phenomenon. A careful study of the figures
makes it impossible to continue to maintain that it was the massive and ‘‘unex-
pected’’ selling of cereals which started the commodity boom.

TABLE 1.10
Average prices of certain primary products in the free market
(in dollars per ton)

Commodity Wheat  Maize Rice Sugar Wool Sisal

1970 55 73 143 81 1962 156

1971 62 71 130 99 1786 180

1972 70 75 150 160 2976 246

1973 138 119 297 209 6989 535

1974 181 159 542 655 4916 1079

1975 151 154 363 450 3858 694

1976 134 139 254 255 3990 505

1973 1 102 96 195 200 7253 409

II 104 112 239 204 7253 451

111 160 137 344 202 7114 570

v 186 132 409 231 6305 710
Commodity Tea Beef Bananas Copper Lead Zinc Tin
1970 1093 1304 144 1415 304 296 3675
1971 1054 1346 140 1082 253 310 3503
1972 1051 1480 136 1071 302 378 3765
1973 1059 2011 145 1781 429 845 4813
1974 1393 1582 172 2058 593 1240 8190
1975 1382 1327 218 1235 417 746 6869
1976 1537 1581 215 1401 446 711 7584
1973 1 1061 1852 140 1289 344 428 4046
I 1075 1834 155 1629 403 573 4393
111 995 2226 147 2015 451 909 4993

Iv 1104 2132 139 2189 519 1471 5819
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The magnitude and distribution of the price variations shown in these tables in-
dicate very clearly that these variations are reacting to a phenomenon of large pro-
portions, which could not be merely a sudden change in the cereals market. Two
situations which stand out clearly from the figures support our argument. In the first
place, the prices of wool and certain minerals increased before the prices of cereals,
and in some cases to a greater extent. On the other hand, not all agricultural pro-
ducts were subject to such increases. These two facts are enough to give rise to suspi-
cions as regards the simple explanation which gives the drought as the cause of the
increase in prices.

It is evident that this commodity boom arose in a situation of crisis involving, to a
greater or less extent, all market economy countries. And so we must emphasize
once again what we have insistently said throughout this report: those who have at-
tempted to explain a supposed “‘food crisis’’ at the beginning of the 1970s on the
basis of ‘‘P-Facts’’ such as we are analysing, have done no more than reverse the
causal relationships, attributing the role of cause to what is only a manifestation or
outward appearance of the process, and consequently an effect of it. We assert that
it is the international economic crisis which produced the commodity boom, and not
vice versa, although it does not mean that the relationship has been linear. It seems
obvious to us that the various factors involved in the crisis interact with each other
and mutually modify each other. What is of importance to point out is that the roots
of the process should not be sought in climatic disasters, nor in a sudden increase in
demand. They should rather be sought in the critical problems of the world
economic system, the international monetary system and of the balance of payments
of the developed countries. These problems arose before the commodity boom and
before the 1972 drought.

This is not to say that there is a simple explanation, since there were many diverse
factors which converged at that time to upset the balance of the situation as ex-
plained in Gambarotta’s contribution (see Annex to Chapter 2).

SUMMARY AND FURTHER COMMENTS

In this chapter we have taken some examples of what we believe to be faulty con-
clusions or assertions based on inductive-generalized reasoning, level-2 interpreta-
tions, as discussed in the Introduction. We examined these assertions and the sup-
porting evidence from the conceptual framework of linearized or serial causal chains
and were dissatisfied that the ‘‘facts’’ supported the theses. We found many in-
stances of necessity to look wider and deeper into related matters, along the lines of
the level 3, or structural, reasoning that we advocated in the Introduction. These so-
called (by us) P-Facts have been intended mainly to demonstrate the traps of main-
taining a rigidly linear or serial conceptual framework. To generalize now (and we
use the term ‘‘generalize’’ advisedly in view of our earlier remarks), we may point
out a few salient features of the comparative analyses we have examined and under-
taken.

First, using the same figures from FAO and other sources that we consider official
and as complete and accurate as we believe that circumstances allow, we have been
able to draw some conclusions quite different from those that have been derived by
others, and which have played important roles in assessments and development of



Facts, Pseudo-facts and Misleading Causal Links 39

policies, such as those stemming from the UN World Food Conference, 1974. In
physics, we never make only two measurements, for if they differ we cannot @ priori
distinguish which is right, or even if both are right. Here, the fact that we can draw a
quite different conclusion than others have from the same data suggests in itself a
problem. We devote further discussion to adduce additional agreements using a
structural framework to reveal what we believe to be the main matters that deserve
further study.

Second, in spite of the fact that we take as a matter of faith that the figures quoted
here are reliable, we question their accuracy or representativeness. By reliable, we
accept that they were compiled in good faith, that the governmental agencies that
supplied them to FAO did so in good faith and honestly, and that the figures used by
other authors, all of whom have scholarly reputations, are also ‘‘reliable’’ from a
human point of view. However, under the discussion of P-Fact II, we point out
discrepancies in large-scale figures that swamped any attempt to analyse small
amounts of grain traded, produced, or lacking in malnourished of famine-ridden
areas. We conclude that great care must be taken in the analysis of these figures. Ac-
curate arithmetic itself does not reveal the real facts.’

To give another example of this problem, we reproduce here figures in Table 1.11
taken from FAO yearly handbooks. The yearly book gives production figures for a
preceding S-year period, with a lag of 2 years. For example, the figure for 1973 as
given in the 1975 publication will have some errors. That is understandable. One will
expect that the 1973 figures given in the 1976 yearbook may differ. Let us look into
the table for an example that illustrates the danger of making a case from such
figures above,

TABLE 1.11

Indices of regional food and agriculture production for Africa
as reported in FAO publications

Reference 1969 1970 1971 1972 1973 1974 1975

) 117 119 122 124 119
) 121 124 124 121 127
3) 122 121 118 124 124

(1) The State of Food and Agriculture 1974, FAO, Rome, 1975, Table 1.2,
(2) The State of Food and Agriculture 1975, FAO, Rome, 1976, Table 1.2.
(3) The State of Food and Agriculture 1976, FAO, Rome, 1977, Table 1.3.

The 1971-2 change in production was specified in the 1975 yearbook as an increase
of 2 index points. In 1976 the change was zero. In 1977 the change had become a
decrease of 1 index point. We can see that an analyst can choose three interpreta-
tions, depending on which yearbook is consulted. No blame can be ascribed to FAO;
they use the figures they obtain from the countries. What are the most reliable
figures? How can we make a reliable analysis? This problem is pointed out to future
analysts as one class of problem deserving detailed study.

Third, we feel that analysis of the world food situation mainly on the basis of
grain is incomplete and therefore could be misleading. Of course, grains are an im-
portant ingredient of the human food complex. We see two areas of difficulty. One
is that in many areas of the world, not completely insignificant even on the global
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scale, much grain and other food is grown and consumed locally, and never enters
into the FAO compilations. Another possible error in reasoning to choose the grain
as the primary food stock and reserve is that in times of need people subsist for long
times on cassava, bananas, local non-cultivated foods, and also live by eating their
animals. Thus, the “food security’’ projections based on ‘“‘number of days of
average per-capita consumption of reserve grain stocks’’ is probably a very conser-
vative lower bound. In a real food crisis, other foods will be pressed into service. It is
likely that grain suitable for direct human use would no longer be fed to animals,
that the animals will be eaten, and that finally the grain no longer fed to animals will
be eaten by humans. We do not advocate at all that by these means there is always
adequate resiliency in the total food system. We urge that a more comprehensive
analysis be made of the complex question of total food security.

Notes

1. We are grateful to Raul Green for his contribution to this and the following chapter. During the
period of his association with the project he carried out an extended study of the international food
production and trade. We are making use of only a fraction of the large number of tables and
diagrams he compiled. Our supporting material for these chapters is therefore much stronger than the
limited examples we provide as confirmatory evidences for our assertions. The idea of devoting a
whole volume to this fascinating problem had to be abandoned owing to purely material reasons.
Green’s contribution was not confined to statistical work. Qur discussions on the substance of these
two chapters helped us to clarify our own thinking.

2. “‘Assessment of the world food situation. Present and future.’’
3. FAO Trade Yearbooks.

4. It must be borne in mind that in this period, during the India-Pakistan war, US sympathies were
tiited towards Pakistan,

5. It seems that the expression ‘‘world food security’’ was first used by A. Boerma, Director-General of
FAO in a meeting.

6. Availabie in mimeograph form, in Spanish. Not inciuded among the contributions incorporated into
the three volumes of this Report owing to the length of the text and difficulties in the translation.

7. USSR Agriculture Atlas. Central Intelligence Agency, December 1974.

8. We assume that the CIA refers here to the effect of the 1972 drought not only on the quantity but also
on the quality of wheat produced.

9. We know, for example, that if we subtract one from the other two nearly equal large numbers, each of
which having some small error (of about the same magnitude as the difference), then the difference
will be statistically meaningiess.

ANNEX

1972-3 Soviet Grain Imports and the Weather!

by Michael Ellman

(1) During the 1970s the USSR was a substantial grain importer, as Table A.l.
shows.
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TABLE A.1
Soviet grain imports, gross?
(millions of tons)

1970 1971 1972 1973 1974 1975 1976

2.2 3.5 15.5 23.9 7.1 15.9 20.6

Notes: (a) These figures exclude Soviet grain exports.

Sources: Vneshnyaya torgoviya SSSR za 1970 god (Moscow, 1971), p. 44,
Vneshnyaya torgoviya SSSR za 1971 god (Moscow, 1972), p. 46,
Vneshnyaya torgoviya SSSR za 1973 god (Moscow, 1974), p. 46,
Vneshnyaya torgoviya SSSR za 1974 god (Moscow, 1975), p. 49,
Vneshnyaya torgoviya SSSR v 1975 g (Moscow, 1976), p. 45,
Vneshnyaya torgoviya SSSR v 1976 g (Moscow, 1977), p. 42.

(2) During the 1970s the USSR was also a substantial grain exporter, as Table A.2
shows.

TABLE A.2
Soviet grain exports, gross
(millions of tons)

1970 1971 1972 1973 1974 1975 1976

Total 5.7 8.6 4.6 4.9 7.0 3.6 1.5
of which to
Poland 1.1 2.1 1.2 1.1 1.9 1.0 0.3
GDR 1.6 1.9 1.1 1.0 1.4 0.7 0.2
Czechoslovakia 1.4 1.5 1.1 1.1 0.7 0.6 0.1
Cuba 0.5 0.6 0.6 0.5 0.6 0.5 0.5

Korean People’s
Democratic Republic 0.2 0.2 0.2 0.2 0.2 0.2 0.2

UAR/Egypt 0.2 0.0 0.0 0.0 0.0 0.0 0.0
Chile 0.0 0.1 0.0 0.1 0.0 0.0 0.0
Others 0.7 2.2 0.4 0.9 2.2 0.6 0.2

Sources: Vneshnyaya torgovlya SSSR za 1970 god (Moscow, 1971), pp. 84-85,
Vneshnyaya torgoviya SSSR za 1971 god (Moscow, 1972), p. 85,
Vneshnyaya torgovilya SSSR za 1973 god (Moscow, 1974), pp. 87 and 313,
Vneshnyaya torgoviya SSSR za 1974 god (Moscow, 1975), p.89,
Vneshnyaya torgoviya SSSR v 1975 g (Moscow, 1976), p. 85,

Vneshnyaya torgoviya SSSR v 1976 g (Moscow, 1977), p. 77.

(3) Comparing tables A.1 and A.2, it can be seen that in the 7 years 1970-76, which
included two bad harvests (1972 and 1975), the USSR was a net grain exporter in
two, a substantial net grain importer in four, and in approximate grain trade balance
in one. The tables also show that the main Soviet grain imports in this period were in
two pairs of years (1972-3 and 1975-6). In each case they were a response to a poor
harvest in the first of the years in the pair (1972 and 1975).2 Table A.2 also makes it
clear that Soviet grain exports go mainly to five countries, i.e. Poland, GDR,
Czechoslovakia, Cuba and the Korean PDR.

It may be wondered why the USSR exports grain in years in which it is a net im-
porter. The reasons appear to be as follows. First, the five chief recipients of Soviet
grain exports are all countries with whom the USSR has close political links. To
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reduce exports to them might have undesirable political consequences. Secondly,
because of the USSR’s reserves of gold and foreign exchange, and its high credit
rating, it is much easier for the USSR to finance grain imports than it is for countries
such as Cuba and the Korean PDR. Thirdly, the chief recipients of Soviet grain ex-
ports receive it under long-term trade agreements. These can not normally be
abrogated.

(4) Coinciding with the big Soviet net grain imports of 1972 and 1973 was a massive
rise in world grain prices. This is often blamed on Soviet buying. It should be noted,
however, that the internal factors determining world grain prices are current de-
mand, current supply and stocks. A major factor in explaining the jump in world
grain prices in 1972-3 was the (successful) policy of the chief exporting countries in
reducing stocks (so as to save them financing costs and avoid depressing the world
market).3 The importance of this can be seen from the contrasting experiences of
1965-6 and 1972-3. In 1965-6 world stocks of wheat and coarse grains were reduced
by some 35 million tons, or 25%, because of a poor harvest in the USSR and a
threatened famine in India. In 1972-3 stocks fell by some 44 million tons, or almost
30%, mainly because of unusually large imports by the Soviet Union. The obser-
vable effect on prices and world trade in the first instance was negligible. In the se-
cond, however, prices rose dramatically and normal patterns of world trade were
threatened with disruption. An important factor in these different outcomes was the
state of world grain stocks. World grain stocks at the beginning of the 1972-3
agricultural shock were not much larger than at the end of the 1965-6 shock.4 This
reduction in stocks was the result of government policies of reducing the acreage
sown to grain pursued in North America in the intervening years.

In addition, part of the explanation of the rise in world grain prices in 1972-3 was
clearly external to the grain trade (because it coincided with a spectacular boom in
virtually all commodity prices) and was caused by factors effecting the world
economy as a whole in that period. Such factors include, simultaneous expansionary
policies in a number of industrial countries leading to a sharp increase in world ef-
fective demand and the collapse of the capitalist world monetary system. When the
external factors were not present, a big increase in Soviet grain imports (as in 1975-6
and 1977-8) was not associated with a jump in world grain prices.

(5) The big Soviet net grain imports of 1972, 1973, 1975 and 1976 largely reflected
bad weather in two years (1972 and 1975) combined with certain Soviet Government
policies (see below). As far as the weather is concerned, most of the major grain-
producing areas in the USSR suffer from marginal climatic conditions. This is a
commonplace of economic geographies of the USSR. Furthermore, because of com-
plex meteorological factorsS the weather in the USSR and particularly in the major
agricultural production areas fluctuates substantially from year to year and
significantly more than in other major world agricultural production areas. The ex-
tent of these fluctuations in annual average temperature and rainfall levels is still
considerable even when they have been smoothed by means of applying a 5-year
moving average. To illustrate the magnitude of these fluctuations, some data on
weather oscillations in the USSR is set out in Figs. A.1 and A.2.

Figure A.1 shows the sharp year to year fluctuations in precipitation experienced
by the USSR and its chief grain-growing regions. Figure A.2 shows the sharp tem-
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perature fluctuations experienced by the USSR and its chief grain-growing regions,
and compares them with the Northern hemisphere as a whole. It can be seen that
temperature fluctuations are much greater for the USSR as a whole, and especially
for the central part of the European territory of the USSR, than for the Northern
hemisphere as a whole.

This combination of marginal conditions and sharp weather fluctuations ensures
that Soviet grain output fluctuates sharply from year to year in accordance with
changes in the weather.

{a) All USSR
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Fig. A.1. Average annual and 5-yearly monthly precipitation for selected regions (mm of rain).

(6) The impact of the weather in Russia on the size of the harvest was already known
long before the collectivization of Russian agriculture. Well-known studies are those
by Fortunatov (1893), Brounov (from the late 1890s), Chetverikov (1920s) and
Oboukhov (1920s). Before 1914 Russia was internationally recognized as being a
pioneer in developing ‘‘the first comprehensive approach to the weather crop prob-
lem which extended over a large geographical area”’.®

Until very recently, however, very little attention was paid, either in the USSR or
the West, to the use of weather data to explain fluctuations in Soviet harvests since
1929 (when the collectivization of agriculture was initiated). The reasons for this are
quite simple. In the USSR, for many years the orthodox view was that under
socialism the advantages of socialism would vastly outweigh ‘‘mere’’ natural condi-
tions. ‘“There are no fortresses that Bolsheviks cannot storm’’ was a well-known
Stalinist slogan. Hence bad harvests were blamed not on weather but on
‘“‘wreckers’’, ‘‘kulak saboteurs”’, etc.” Rather than admit that agriculture was not
doing well and analysing the causes of this, the Soviet Government started
publishing spurious output statistics (so-called biological yield) and relying on
quacks (such as Lysenko).
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Fig. A.2. Average annual and 5-year anomalies in average monthly air temperature for selected
regions {(mm of rain).
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TABLE A.2 (cont.)

In the West, little attention was paid to the effects of the weather on Soviet
harvests since this interpretation conflicted with propaganda needs. If each poor
harvest showed ‘‘the failure of socialist agriculture’’ why bother about the effects of
the weather? It is noteworthy that the United States Central Intelligence Agency has
recently published a report in which the weather is used to explain away much of the
success of Soviet agriculture in recent years.8

(7) Soviet grain output statistics in the third quarter of the twentieth century are
characterized by two things. First, a strong upward trend. Second, very sharp year-
to-year fluctuations. The first of these phenomena appears to be caused by a huge
increase in modern inputs (e.g. chemical fertilizers and machinery), an increase in
the sown area, and an improvement in the economic position of the farmers (whose
real incomes have increased enormously in this period). The second is mainly caused
by the weather. Some data on the trend and on fluctuations is set out in Tables A.3
and A.4.

Table A.3 shows clearly the high trend rate of growth of Soviet grain output over
this 25-year period. This impressive achievement is not confined to grain, but applies
to other types of agricultural production as well.

Table A.4 shows clearly the sharp year-to-year fluctuations, caused by the
weather, to which Soviet agriculture is prone. In the bad year of 1972 bunker output
was 7% less than in the previous year and 24% less than in the exceptionally good
following year. In the other bad year of 1975, bunker output was 28% less than in
the previous year. It should be noted that the drop in Soviet bunker grain output in
1972 was quite small in percentage terms. It was much less than that of 1975, and
also less than that of 1967, 1965, 1963, 1959, 1957, 1953 and 1951.

Soviet agriculture in the third quarter of the twentieth century was a successful
agriculture. According to US specialists,? in the quarter century 1951-75, total out-
put grew at not less than 3.4% p.a. The population in this period grew at only 1.4%
p.a., so that per capita output grew at ca. 2% p.a. This was a very satisfactory perfor-
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TABLE A.3
The trend in Soviet grain output
(5-year averages, bunker output in millions of tons?)

1951-5 1956-60  1961-5 1966-70  1971-5

USSR grain output 88.5 121.5 130.3 167.6 181.6

Notes: (a) These statistics are not comparable with those for many other
countries. The published Soviet statistics refer to ‘‘bunker’’ out-
put. Most other countries (but not China prior to 1960 and
possibly not China since 1960—see R. P. Sinha, ‘‘Chinese
agriculture: A quantitative look’’, Journal of Development
Studies, vol. 11, p. 204) measure ‘‘barn’’ output. The former ex-
ceeds the latter because it includes some moisture content of the
grain; thrash and dirt admixtures; and losses during transport,
handling and preliminary storage. The average relationship bet-
ween bunker output and barn output is not known. Scattered
evidence suggests that an average deduction of 20% from bunker
output may give a rough estimate of the barn output (see K. E.
Widekin, ‘‘Soviet harvest losses and estimated barn yield of
grain in 1975"°, Radio Liberty Research Bulletin, April 21, 1976).
It is barn output that measures the output of useful grain.

Whether measuring in bunker output distorts the trend, does
not appear to be known.

Source: Narodnoe khozyaistvo SSSR v 1975 g (Moscow, 1976), pp.
310-311.

TABLE A .4
Fluctuations in Soviet grain output®
(annual bunker output, millions of tons)

1970 1971 1972 1973 1974 1975 1976

USSR grain output 186.8 181.2 168.2 222.5 195.7 140.1 223.8

Notes: (a) Professor Widekin has suggested (in correspondence with the author) that
the percentage of losses tends to increase in years of very good harvests and
to decrease with poor harvests. This is because of the shortage of harvesters
and the protracted period of harvesting when the harvest is very good. If cor-
rect, this means that measuring bunker output rather than barn output
magnifies the year-to-year fluctuations of Soviet grain output.

Sources:  Narodnoe khozyaistvo SSSR v 1975 g (Moscow, 1976), p. 311,

SSSR v tsifrakh v 1976 godu (Moscow, 1977), p. 120.

mance, and one much better than that of many other countries. For example,
although there is considerable uncertainty about both population and output data
for China, a well-known US specialist on the Chinese economy has estimated that
there was probably no appreciable rise in per capita agricultural product in that
country in the whole period since the foundation of the People’s Republic.!0 Besides
this quantitative improvement, there was also a qualitative improvement, with a
significant increase in the output of high-quality products. Considered historically,
the most important achievement of post-Stalin Soviet agricultural policy has been to
eliminate famines in the USSR. Famines were endemic in Tsarist Russia. The USSR
has experienced four famines, in 1921-2, 1932-4, 1941-3 and 1946-7. As a result of
the progress of the Soviet economy since the end of the Great Patriotic War, it seems
entirely likely that the famine of 1946-7 will be the last famine ever in Russia/USSR
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(save only in the wake of nuclear war). This is an achievement of fundamental im-
portance in a country traditionally prone to famines.

Nevertheless, Soviet agriculture in the third quarter of the twentieth century suf-
fered from four problems. First, its very low initial level (largely resulting from the
policies pursued in the previous quarter century). Second, the fact that it was a high-
cost agriculture, requiring massive inputs of land, labour and investment. Third,
output, especially of grain, fluctuated sharply from year to year due to weather con-
ditions. Fourth, the investment, labour and price policies pursued in the processing
and distribution sector were not favourable to the general availability of good quali-
ty food.

(8) Bad harvests are a necessary condition for the USSR to enter the world grain
market as a major importer. They are not, however, sufficient. In order to explain
the Soviet imports it is necessary to consider also the policies of the Soviet Govern-
ment with respect to international trade and grain use.

As far as international trade is concerned, it is well known that the USSR seeks a
rapid expansion of it. It naturally wishes, however, to trade on favourable terms.
Obviously one reason for the big grain imports of 1972 and 1973 in response to the
modest decline in output in 1972 was the very favourable terms (with respect both to
price and to credit) at which the USSR was able to buy grain. The author has no
knowledge of the reasons for this state of affairs, so advantageous for the USSR. It
is outside the scope of this paper to speculate on the causes of these favourable terms
(e.g. the advantages of the state monopoly of foreign trade, the ignorance of US
traders and of the US Government, desire to promote détente, purchase of con-
ciliatory policy in Vietnam, desire of Republican Administration to benefit US
farmers, etc). It is sufficient to note that the quantity of grain bought was un-
doubtedly influenced by the favourable terms on which it was available.

In the period 1965-75 the Soviet Government pursued a policy of rapidly expand-
ing the output of meat. Some data is given in Table A.5.

TABLE A.5
Meat production in the USSR
(millions of tons)®

1940 1965 1970 1971 1972 1973 1974 1975 1976

Total 1.5 5.2 7.1 8.2 8.7 8.3 9.4 9.9 8.4
of which
Beef and veal 0.9 2.4 35 3.7 3.9 39 4.4 4.5 4.4
Mutton 0.2 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4
Pork 0.4 1.8 2.2 2.9 3.2 2.8 3.1 33 2.1
Poultry 0.1 0.2 0.4 0.4 0.5 0.5 0.6 0.7 0.7

Other kinds of
meat and category
1 offal 0.1 0.5 0.7 0.8 0.8 0.8 0.8 0.9 0.8

Note: (a) Columns may not add to totals because of rounding.
Source: Narodnoe khozyaistvo SSSR v 1975 g Moscow, 1976), p. 299.
Narodnoe khozyaistvo SSSR za 60 let (Moscow, 1977), p. 259.

Table A.5 clearly shows the rapid increase in meat output (especially
poultry—largely reared by intensive methods) in recent years in the USSR, The
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result of this is that when the harvest fails, if the meat output increase policy is not to
be jeopardized, substantial grain imports (or stock reductions) are necessary so as to
provide feed for the animals. The data for 1973 and 1976 show that, even with
massive grain imports, a poor harvest in one year normally leads to a fall in meat
output (mainly pork) in the following year as a result of fodder shortages.

In 1931 when there was a bad harvest, the USSR was a net exporter of grain to pay
for machinery imports, despite shortages of basic cereals for human consumption.
In 1963 when there was a bad harvest the USSR imported grain partly to ensure that
there would be an adequate supply of basic cereals for the human population and
partly to ensure adequate feed for the greatly expanded livestock population. In the
1970s when there were bad harvests the USSR imported grain to ensure that the
animals would be fed so that the human population would have enough meat (as is
done by West European countries). This change in policy over the years reflects the
success of the Government’s industrialization policy and its increasing attention to
popular welfare, i.e. its increasing short-term consumer orientation. This is
manifested not only by its foreign-trade policy but also by its investment policy.
Since the mid-1960s the USSR has been investing in agriculture on an enormous
scale. Hence, although it is common in the West to criticize the USSR for its big
grain imports of 1972 and 1973 (either because it indicates an inefficient agricultural
system or because it disrupted the world economy) one might just as well praise the
USSR for devoting much more attention in the 1970s than previously to the im-
mediate living standards of the population.

The reader may well ask why the Soviet Government adopted this policy of in-
creasing meat output. Is it not aware of the currently fashionable doctrine that
animals are an extremely inefficient way of converting cereals to protein and that a
more cereal-based diet throughout the world would be more in the interests of the
world economy? In the USSR the pro-meat policy is explained with reference to the
scientific norms for the consumption of various food products. (The method of
norms is the basic method of consumption planning in the USSR). Some data on
these norms is set out in Table A.6.

Table A.6 shows clearly the logic of the meat output expansion of the late 1960s
and early 1970s. In 1970, whereas the actual Soviet consumption of bread was 124%
of the norm, and of potatoes 134%, that of meat and meat products was only 59%.
Hence the policy of improving the diet by reducing the share in it of bread and
potatoes and expanding that of meat (and also other livestock products such as milk
and eggs).

Where do these norms come from? In the Soviet literature they are treated as
‘“‘scientific’’ norms derived from the findings of nutritional science. (They are com-
piled by the Academy of Medical Sciences.) It is obvious, however, that a major role
is played by the international demonstration effect.

(9) Conclusion. The causal chain running from bad crop weather in the USSR in
1972, leading to a bad harvest in the USSR in 1972, leading to big Soviet grain im-
ports in 1972 and 1973, leading to an explosion in world grain prices in 1972/3 is a
weak one and overlaid with other factors.

First, the fall in world grain stock levels (resulting from the policy of the grain-
exporting countries) and factors external to the grain trade (the world boom and the
collapse of the Bretton Woods monetary system) played an important part in raising



1972-3 Soviet Grain Imports 49

TABLE A.6
Actual and normative food consumption in the USSR
(kilograms/head/year)

1970 as %
Food Norm 1970 actual of norm
Bread (in terms of flour), groats,
macaroni products 120 149 124
Potatoes 97 130 134
Vegetables and melons 146 83 57
Sugar 37 39 106
Vegetable oil and margarine 7 7 93
Meat and meat products 82 48 59
Fish and fish products 18 15 85
Milk and milk products 434 307 71
Eggs 17 9 53

Note: The figures have been rounded. This explains some minor discrepancies.
Source: P. Weitzman, *‘Soviet long term consumption planning: distribution
according to rational need’’, Soviet Studies, July 1974.
world grain prices.

Second, poor weather was only one, and not the main, cause of the big Soviet
grain imports of 1972 and 1973. In 1972 the weather in the USSR was unusual. In
the European part of the USSR it was hot and dry, and in the Asiatic part of the
USSR (especially Kazakhstan and Siberia) cool and wet.!! Nevertheless, the weather
was not so bad from an agricultural point of view. Measured by the percentage fall
in grain output compared to the previous year,!2the weather in the USSR was much
better in 1972 than in 1975, and better than in 1967, 1965, 1963, 1959, 1953 and
1951. This finding is confirmed by direct measurement of the weather, which in-
dicates that in 1969-74, and especially in 1970-73, Soviet weather was particularly
Savourable for grain production.!3 This favourable weather appears to have been
just one aspect of a climatic fluctuation effecting the entire Northern hemisphere in
this period. Other aspects were the Sahelian drought and failures of the Indian mon-
soon. Non-weather factors influencing Soviet grain imports in 1972 and 1973 were
the very favourable terms on which the grain was available and the policy of the
Soviet Government of building up livestock numbers in order to improve the
people’s diet.

This case study suggests the following hypothesis about the effect of climatic
change on human society. While climatic change clearly has important effects on
human society, the main factors effecting the development of human society at the
present time are not external (such as weather) but internal (e.g. economic, social
and political).!4
Amsterdam University
March 1978

Notes

1. The problem, and the way to approach it, were suggested to me by Dr. R. Garcia, Senior Study
Author of the “‘Drought and Man”’ Study. I am grateful to the participants in the September 1977
IFIAS Workshop for helpful comment and additional material; to Erik Dirksen for research
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assistance; to Professor K. E. Widekin for helpful criticism and to Mr. S. Wheatcroft for permis-
sion to use some of his work on the effect of climate on Soviet grain output.

It seems likely that this pattern will be repeated in 1977-8.

. This has been widely noted. For example, Kaldor has written that ‘‘Many people are also convinced

that if the United States had shown greater readiness to carry stocks of grain (instead of trying by all
means to eliminate its huge surpluses by giving away wheat under PL 480 provisions and by reducing
output through acreage restrictions) the sharp rise in food prices following upon the large grain pur-
chases by the USSR, which unhinged the stability of the world price level far more than anything
else, could have been avoided.”” (N. Kaldor, ‘‘Inflation and recession in the world economy,”’
Economic Journal, December 1976, p. 713).

4. P. H. Trezise, Rebuilding Grain Reserves (Brookings Institution, Washington, DC, 1976), p. 1.

13.

14,

Basically this appears to be the combination of a highly continental weather pattern, with the occa-
sional blocking in the seasonal paths of cyclones, which together occasionally produce the well-
known sukhovei, dry hot east winds which blow from Central Asia across the Volga, North
Caucusus and the Ukraine.

F. H. Sanderson, Methods of Crop Forecasting (Harvard, 1954), p. 188. The material in this
paragraph, and some of the preceding material, is taken from S. Wheatcroft, ‘“Work in progress on
the reappraisal of the efficiency of Soviet agricultural production in the 1920s and 1930s,”’ paper
presented to the conference on ‘‘Soviet Economic Development in the 1930s”’ at Birmingham
University in May 1977. I am grateful to Mr. Wheatcroft for permission to use this material. Mr
Wheatcroft’s work on Soviet inter-war grain statistics, and the effect on Soviet harvest outcomes of
the weather, is a major contribution to the understanding of Soviet economic statistics and of Soviet
economic history.

. The widespread view (energetically propagated by the Soviet writer Sholokhov) that the fall in

Soviet livestock numbers in the First Five Year Plan was entirely due to kulak sabotage appears to be
a political myth. It neglects the role of the decline in available animal feed in this period.

USSR: The Impact of Recent Climate Change on Grain Production, Research Aid (CIA,
Washington, DC, 1976).

J. R. Millar, ‘“The prospects for Soviet agriculture’’, Problems of Communism, May-June 1977.

. A. Eckstein, China’s Economic Revolution (Cambridge, 1977), p. 212.
. A. L. Katz, The Unusual Summer of 1972 (translation by L. A. Hutchinson of book published by

Gidrometizdat, Leningrad, 1973).

. This is only an indirect way of measuring the weather, and may seem rather arbitrary. It should be

noted, however, that so-called ‘‘direct’’ methods involve weighting different kinds of weather factor
(e.g. precipitation, wind and temperature) over different regions and different months. Further-
more, it is not so arbitrary, given that it is the weather-induced fluctuations in grain output that we
are interested in.

USSR: The Impact of Recent Climate Change on Grain Production, Research Aid (CIA,
Washington, DC, 1976), passim.

Similarly, A. K. Sen has shown that the Bengal famine of 1943 was not primarily caused by a
weather-induced failure of production, but by economic and social factors effecting demand and
distribution. (A. K. Sen, ‘‘Starvation and exchange entitlements: a general approach and its applica-
tion to the great Bengal famine,’’ Cambridge Journal of Economics, vol. 1, no. 1, March 1977.) In
the same vein, Dando has argued that in the millenium 971-1970 Russian famines were
predominantly man-made, not natural, disasters. (W. A. Dando, ‘‘Man-made famines’’, Ecology
of Food and Nutrition, vol. 4, pp. 219-34, 1976.)



CHAPTER 2

An Alternative View on the 1972
“Food Crisis”

1. Preliminary Remarks

A climate particularly unfavourable for food production (droughts hitting several
continents), a soaring demand for food spurred by continuous population growth
and rising affluence, have been the alleged reasons for the food crisis that began in
1972 and which resulted in food reserves declining and food prices sky-rocketing.

A large number of facts are currently referred to in support of such an allegation,
and masses of data are provided to substantiate them. These facts are then arranged
in sequences having the appearance of causal chains: unusual demands for food are
the effect of crop failures and demographic pressures; these demands are the cause
of increasing imports; these, in turn, are the cause of declining food reserves the ef-
fect of which is sky-rocketing prices, etc. We contend that each individual assertion
in this chain is only a partial fact or a pseudo-fact, i.e. it is either an insufficient or a
distorted description accounting for a particular situation which was far more com-
plex than is assumed in these causal chains. We have called them *‘P-facts’’. We ob-
ject to the inclusion of P-facts and to the omission of what we consider to be ‘‘objec-
tive’’ facts in these causal chains.

Some of the basic data supporting our claim are given in the preceding chapter.
But so far we have put the emphasis of our analysis on the disproof of the current
explanation of the 1972 food crisis. The main questions have remained unanswered:
Was there indeed a food crisis during the period 1972-4?7 If so, what were its
characteristics? How did it originate? How was it related to the 1972 worldwide
drought?

Some of the answers have already been hinted at. Now it is time to elaborate
them. In order to do this, we shall first make a distinction between two categories of
problems, corresponding to two sets of events which are lumped together in current
explanations of the 1972 crisis, but which, in our view, belong to two entirely dif-
ferent realms: the events related to the profound changes which took place on the in-
ternational food market in the early seventies, and the events associated with the
drought affecting several regions of the world at about the same period. Our thesis is
that both sets of events were originally independent of each other, that the former
started earlier and still lasts, and that the latter interacted afterwards with it. If this
thesis is accepted—and we shall adduce evidence in its favour—then the interplay
between natural phenomena, the people who died of starvation and the food traders
will be seen in another perspective.

This means that we shall not start with the drought, nor with the crop failures, nor
51
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with the appalling description of the Sahelian famines. In this chapter we shall only
consider their alleged effects at the international level, in so far as is necessary, to
disprove it. We shall come to those subjects at a later stage and then we shall deal
with the real effects of the drought and the mechanism of action.

Before entering into a discussion of the main subject of this chapter, it seems
desirable to make a few remarks in order to avoid misunderstandings with reference
to our position. We have critisized in rather strong terms, both in the Introduction
and in Chapter 1, the readiness of many authors to resort to apocalyptic-type ex-
planations for the suffering and misery of large sectors of the world population. We
must therefore emphasize that we are not falling, as a reaction, into what is called
the ““conspiracy-model”’. Certainly, when we reject the idea that natural disasters or
other unplanned catastrophic events are the fundamental reasons for extended
malnutrition in the world, this automatically implies that the causes are to be found
in the actions of human beings. Nevertheless, it does not imply that whatever hap-
pened was planned by groups of people, or by institutions, or by governments, to be
as it was. The number of variables at play, nationally and internationally, is so high,
and their interactions are so strong, that carefully planned situations easily get out
of control. We have devoted a full chapter to showing how only a structural analysis
may clarify the combined effect of those interactions. What we maintain is that cer-
tain measures implemented by strong economic or political powers (governments,
private corporations or whatever) do start socio-economic processes which have a
dynamics of their own and which interact with natural processes in a very strong
way. Sometimes the whole system will evolve in 2 manner which makes the processes
irreversible or only reversible at a very high cost to the countries or the societies in-
volved. Their whole socio-economic structure will then determine the future evolu-
tion, as much or even more than the initial actions (cf. Chapter 6).

2. Diagnosis of the Food Crisis

The thesis we shall attempt to prove in this chapter is that the 1972 food crisis had
its origin in fundamental changes in the structure of the world food trade induced by
some aspects of the economic crisis of market economies, the 1972 drought being
only an aggravating short-term factor. We therefore need to make a brief survey of
the international food market to single out those characteristics which will trigger
off a crisis. In order to do that we shall be obliged to go over part of the material
already referred to in Chapter 1, although in a somewhat different way.

A first quick glimpse of the structure of the international food market can be ob-
tained by reference to a very simple table showing the origin and destination of food
in the trade among the two large economic country groupings of market economies:
developed market economies and developing market economies. Table 2.1 exhibits
the appropriate data for some selected years in the period 1960-75.

The first striking feature of this table is the relatively low weight of developing
countries in the total world food imports. Some simple comparisons may help to
grasp the full significance of this fact. In the critical 1972-5 period, the total food
imports of all developing countries were only 51% of the food imports of the Euro-
pean Economic Community; the food imports of Latin America only 50% of the
food imports of the US; and the amount of food imported by Africa was only 57%
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TABLE 2.1
Food exports of market economies
(Current value in thousand million dollars)

Developed Developing
Exports market market Years
from economies economies
8.39 2.92 1960
13.05 3.40 1965
18.75 4.54 1970
Developed 21.33 5.03 1971
market 26.46 5.65 1972
economies 37.33 8.92 1973
42.12 13.18 1974
47.27 14.50 1975
6.32 1.54 1960
7.39 1.95 1965
Developing 9.84 2.08 1970
9.74 2.38 1971
market 11.42 2.82 1972
cconomies 15.11 3.87 1973
18.26 6.09 1974
18.04 6.92 1975

Source: United Nations, Yearbook of International Trade
Statistics 1976, Volume 1, Trade by country, Special
Table C, pp. 72-73.

TABLE 2.2
A comparison of food imports by selected countries and
economic country grouping
(in million dollars)

1972-75
1970 1971 1972 1973 1974 1975 Total b/a
(a) European Economic
Community 19,040 21,130 25,910 35,880 41,810 45,290 148,890
51%
(b) Developing market
economies 8230 9140 10,130 15,540 24,110 25,930 75,710
(a) US 5980 6330 7360 9270 10,720 9700 37,050
50%
(b) Latin America 2080 2310 2690 3950 5880 5910 18,430
(a) UK 4500 4740 5310 6710 8230 9330 29,580
57%
(b) Africa 1780 1980 2150 3200 5420 6100 16,870

Source: Basic data taken from UNCTAD, Handbook of International Trade and Development 1976
and Suppiement 1977.

of UK food imports (see Table 2.2).
If we now turn to net exports and imports, we find some even more striking
features. In the first place, the developing countries have always been net exporters
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of food, whereas the developed countries are net importers. Table 2.3 shows that
this continued to be true even during the years of the food crisis. During the whole
period 1970-75, the net exports of the developing countries with market economies
amounted to 42,030 million dollars, whereas the net imports of developed countries
reached the value of 32,420 million dollars. Moreover, in 1973, the famous year
preceding the World Food Conference, and supposedly the year which would show
the impact of the 1972 drought on international trade, the developing countries
reached all time maximum values of food exports.

TABLE 2.3
A comparison of net food exports and imports for selected countries and
economic country groupings
(in million dollars)

1970 1971 1972 1973 1974 1975 1970-72 1973-75

Developing market

economies 6340 5590 7220 8220 7420 7240 19,150 22,880
Developed market

economies -6080 -5480 -6390 -5720 -5810 -2910 -17,950 -14,470
Developing America 5080 4770 5880 7930 9310 10,800 15,730 28,040
US 830 760 1360 7310 9750 11,170 2950 28,230
Developing Africa 1790 1330 1630 1720 700 -260 4750 2160
UK -3240 -3280 -3630 4510 -5650 -6100 -10,150 16,260

Source: Basic data taken from UNCTAD, Handbook of International Trade and Development 1976
and Supplement 1977.

One must therefore be very cautious in making general statements about inter-
dependency in the trade relations between the major economic groups of countries.
If there is any general conclusion to be drawn from Table 2.3, it is only in the sense
of a strong dependency of developed countries with respect to developing countries,
not vice versa.

Let us focus the analysis on the years 1971 and 1974, that is, the years immediately
before and immediately after the critical 1972-3 period when, according to the of-
ficial version, the food crisis began.

In 1974, in the depth of the food crisis, the developed countries (market
economies) were net importers of food, amounting to 6.460 million dollars (ob-
tained from Table 2.4A as the difference between 73,200 million of total imports
and 66,740 million of total exports). The net exports of developing countries amoun-
ted to 7350 million dollars (similarly obtained from Table 2.4A as the difference bet-
ween 31,460 million of exports and 24,110 million of imports). The developed coun-
tries exported to the developing countries an amount equal to 30.7% of their exports
to other developed countries. The developing countries exported to other developing
countries an amount equal to 30.9% of their exports to the developed countries.
Altogether, the developing countries received 22.5% of all food exports in the
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world, whereas the developed countries received 68.4%. The difference (9.1%) went
to socialist countries.

TABLE 2.4
Food trade structure and population distribution
by economic country groupings
1974
(in million dollars)

A. Food trade structure

Developed Developing Centrally

Origin market markets planned Total
economies economies economies
Developed
market 48,500 14,880 3360 66,740
economies
Developing
market 21,530 6660 3270 31,460
economies
Centrally
planned 3170 2570 3150 8890
economies
Total 73,200 24,110 9780 107,090

B. Food trade structure compared with population distribution

Distribution Value of
of total net food Population
food imports exports distribution
Developed
market 68% -6460 19%
economies
Developing
market 22% 7350 49%
economies
Centrally
planned 9% - 890 32%
economies

Source: UNCTAD, Handbook of International Trade and Develop-
ment Supplement 1977
FAO, Production Yearbook 1975

Note: the negative numbers indicate net imports.

The disparity in the distribution of total food imports and net food exports be-
tween developed and developing countries becomes more striking when it is com-
pared with the population distribution (Table 2.4B). The developed countries with
less than 20% of the world population received 68% of all food exports; the
developing countries with half of the world population received 23% of food ex-
ports. And this was the year of the United Nations World Food Conference when
the FAO proclaimed that the developing countries were experiencing a most serious
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crisis just because they did not produce enough food to catch up with their popula-
tion growth under the pressure of environmental stresses. Perhaps what was really
meant was that the developing countries could not keep up with the draining away of
food towards the developed countries. If this is what was meant, it is undoubtedly
true, although many factors other than population growth and climatic stresses were
responsible for this situation.

There are, however, some important features of the nmer trade structure, as
represented in Table 2.3, which are essential elements in our analysis. By far the
largest variations in the table correspond to US exports. From 1971 to 1974 the net
US food exports were multiplied by thirteen. It is undoubtedly to this jump that
Lester Brown and Eckholm refer when they speak of ‘‘the degree of the world’s
dependence on one region—North America—for exportable food supplies’’, or they
point out that ‘‘the United States has achieved a unique position as a supplier of
food to the rest of the world”’. Table 2.3 shows that only affer the dramatic increase
in 1973 did the US export (nef) as much as Latin America, whereas in the 1970-72
period US exports were less than one-fifth of the Latin American net exports.

A careful reading of the same table also brings out some other important points.
The 3-year period 1972-4 shows a striking uniformity in the values of the net imports
of developed countries and the net exports of developing countries, in spite of the
large price variations which were characteristic of this period. However, US net ex-
ports increased by a factor of 7.2. These discrepancies show only that in analyzing
the world food trade structure no analysis could be conclusive if it were restricted to
the country composition only, without taking into account the product composition
of the trade. When the latter is brought into the picture, it is easily seen that in spite
of the continuous increase in the amount they export, the constancy of export value
of developing countries means a deterioration of the exchange relations for them:
they are selling at relatively lower prices and buying at relatively higher prices.

This fact is usually masked by the way in which the tables of food statistics are
“‘read”’, that is, by the features of tables which are singled out and the conclusions
drawn from such features. As an example, let us go back to Table 2.1; it shows that
as already pointed out, throughout the period of crisis the food exports of develop-
ing countries still exceeded by far the food trade in the reverse direction. But the pro-
gression of trade in each direction is not the same: the value of the latter increased at
a much faster rate than the value of the former. This may be more clearly grasped if
we plot the figures. Figure 2.1 shows the curves we obtain. From 1972 to 1975 the
food exports from the developing to developed market economies increased by 58 %,
whereas the reverse trade increased by 156%.

From these last figures one may be tempted to jump to the conclusion that the
demands for food by developing countries are becoming much larger than the
demands for food of developed countries. In fact, an analysis of the 1972 food crisis
does imply this conclusion which we consider to be a blunder, for the argument is
entirely fallacious. Table 2.1 may be read in another way: from 1972 to 1975 the
developed countries increased their food exports by 37,500 million dollars. Of this
amount, 23,300 million, i.e. 65.3%, corresponds to the increase of trade with other
developed countries, whereas the increase for the developing countries is only 10,200
million, i.e.28.6%. Likewise, the developing countries increased their own exports
of food by 15,900 million dollars, out of which 49.7% correspond to developed
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countries and only 29% to other developing market economies. In other words, the
fact that the two curves in Figure 2.1 become relatively closer has not changed the
broad characteristics of the world situation concerning food trade. The developed
countries still absorb about two-thirds of all food imports.

The two interpretations of Table 2.1 are obviously quite legitimate. We do not
claim that the second is acceptable and the first is not. What we claim is that both in-
terpretations are necessary to obtain a correct diagnosis of the situation, as each
leads to different but complementary conclusions. As already mentioned, the latter
shows that the country composition of the trade has not undergone much change.
This being so, the former interpretation can only imply the product and price com-
position of the trade did change and it happened in such a way that the developing
countries were seriously affected.

The reason why the ““official view’’ has not reached this conclusion is, we believe,
twofold. In the first place, tables like 2.1 are interpreted only in the first way, the se-
cond way being ignored. Secondly, most analyses do not refer to food trade, but to
cereals trade, and the latter has quite a different structure. In fact most of the
features of the world food trade we have described above are usually hidden is some
well-known analyses of food crisis which are restricted to the international trade of
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cereals. We have already pointed out (cf. P-fact III) the fallacious use of cereal trade
figures to depict the crisis and we shall now consider this subject in greater detail.

Those for whom the production of cereals and the international market of cereals
are synonymous with food production and food trade may present some very im-
pressive figures. Figures like those in Table 2.5 are often exhibited to show the in-
creasing dependency of the rest of the world with respect to the developed market
economies.

TABLE 2.5
Net exports of cereals
(in million tons)

Developed Developing
Year market market Socialist

economies economies countries
1970 25.6 -14.6 - 84
1971 25.8 -17.9 - 7.3
1972 49.5 -20.0 -26.2
1973 67.8 -28.8 -32.2
1974 44.1 -29.8 -16.0
1975 62.0 -37.7 -24.7
1976 63.0 -30.6 -34.8

Note: negative figures represent net imports.
Source: FAO Trade Yearbooks 1975 and 1976.

The above ‘‘facts’’ are just partial descriptions of a much more complex reality.
By using the methodology of Chapter 1, we could include them among the P-facts.
In order to show this we shall consider one by one each of the arguments which may
be invoked to bestow on cereals such a predominant role.

(a) THE ARGUMENT OF THE VOLUME OF TRADE
A few comparative figures will dispose of this argument. They are:

(i) Inthe 1971-4 period, the trade in products of animal origin was 26% greater
than the trade in cereals (see Table 2.6).

TABLE 2.6
Trade cereals compared with products of animal origin*
(in million dollars)

1971 1972 1973 1974 1971-74
Products
of animal 14,151 17,847 23,855 24,365 80,218
origin
Cereals 9348 10,065 17,461 26,903 63,777

Note: * Include items 00, 01, 02 and 03 of the SITC.
Source: FAO Trade Yearbook 1975

(ii) Wheat is undoubtedly the main element in the international cereals trade.
The value of the trade in wheat is, however, 42% Jower than the trade in live-
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stock and meat (items 00 and 01). The figures are as in Table 2.7.
TABLE 2.7

Value of wheat imports as compared with livestock and meat imports
(in million dollars)

1971 1972 1973 1974 1971-74

Livestock
and meat 7294 9636 13,236 11,797 41,963
Wheat 4298 4614 8173 12,541 29,626

Source: FAO Trade Yearbook 1975.

(iii) The second cereal in importance in world trade is maize. The total trade in
1971-4 is 29% lower than the trade in fishery products.

(iv) The value of the trade of only two fruits, bananas and oranges, is equivalent
to 87% of the total trade of rice. The figures for the 1971-4 period are 7514
and 8592 million dollars, respectively.

(Source: FAO Trade Yearbook 1975.)

(b) THE ARGUMENT OF THE AMOUNT OF CULTIVATED LAND

The most frequently used argument to show the dominant role of cereals in food
production is the total extension of cereal crops which cover the largest percentage
of the total cultivated land. This argument should be handled with care. FAO tables
on land use and on cereals production give the following figures which provide the
adequate context to evaluate the role of cereals (year 1975):

Permanent pastures 3046 million ha

Arable land and land under rys
permanent crops 1506 million ha

Cereals (area harvested) 743 million ha

This means that cereals were harvested in 1975 from 14% of the land usable for
Jfood production. To this we should add the food produced by oceans, rivers and
lakes. No comparable area can be indicated, but the importance of the production
can be roughly estimated by reference to the remark already made that the total
trade of fishery products exceeds the corn trade. Even so, the role of cereals becomes
overestimated unless we take into account relative yields of each product. The
following figures show how misleading it is only to compare areas (Table 2.8).

TABLE 2.8
Yields of various foods (1974}
Tomato 19,752 kg/ha
Banana 12,719 kg/ha
Potatoes 13,491 kg/ha
Grapes 6167 kg/ha
Cereals 1834 kg/ha

Source: FAO Yearbook 1976
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A similar picture is obtained if the production is expressed in dollar value per ha
(Table 2.9).

TABLE 2.9
Tomato 8218 dollars per ha
Grapes 2240 dollars per ha
Banana 2234 dollars per ha
Potatoes 1708 dollars per ha
Cereals 330 dollars per ha

These tables clearly show that it is not fair to compare the ‘‘importance’’ of crops on
the basis of the figures for cultivated area.

(c) THE STRUCTURE OF TRADE, THE ONLY VALID ARGUMENT

Since neither the total value of world trade nor the amount of cultivated land can
explain the overwhelming importance given to cereals, we have to look elsewhere for
the reasons. Perhaps we can find them by noticing that cereals are the only item
where the developed countries are net exporters, whereas they are net importers in
all other items, as shown in Table 2.10.

TABLE 2.10
Net food exports of OECD countries to developing countries
(in million dollars)

1971 1974
Total -7016 -7400
Live animals -60 95
Meat -714 -636
Dairy produce and eggs
Fish and fishing products -499 -1318
Cereals 1158 6492
Fruit and vegetables -2012 -2838
Sugar -1289 -3938
Coffee, tea and cocoa -3819 -6096
Feeding stuff -568 -606
Miscellaneous

Note: negative figures represent net imports.
Source: OECD, Trade by Commodities, 1971 and 1974.

Let us now turn to prices. Table 2.11 shows the unit value indices (1970 = 100)
and their variations. Thus, by comparing Tables 2.1 and 2.10, one can see that a
considerable part of the decreasing difference between both directions of trade is
taken care of by the deterioration of the export prices of food products from
developed countries. For instance, according to Table 2.11, the value of the food ex-
ports from developed countries exceeded the value of their food imports by 100%,
but in 1974 the difference was reduced to 39%; a correction for relative variations of
unit value index would increase the latter figure to nearly 60%.

We arrive now at one of the central problems posed to the ‘‘Drought and Man”’
Project. We have already dismissed and generally accepted view that the sky-
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rocketing of cereal prices after 1972 was triggered by the depletion of stocks owing
to the excess demand provoked by extended droughts and crop failures around the
world. It remains to provide an alternative explanation. Gambarotta’s paper, in-
cluded as an Annex to the present Chapter, is the most satisfactory answer we have
obtained. When we asked Gambarotta to undertake this study, we had only some
general hypotheses and a strong conviction that the explanation we were seeking
ought to be found in the complex structural problems of the contemporary
economic crisis. We are glad that this IFIAS Project has originated a provocative
and original contribution to a difficult subject. With Gambarotta’s diagnosis, the
role of the 1972 droughts within the international food market is reduced from the
level of a cause to the more modest dimension of a second-order aggravating factor
in a crisis having much deeper roots in the international economic order.

TABLE 2.11
Food exports of market economies
(Unit value index: 1970 = 100)

Exports to

Developed Developing
Exports market market Years

from economies economies
82 94 1960
92 98 1965
100 100 1970
D"""l"kp"d 106 105 1971
market 118 119 1972
cconomies 156 167 1973
176 232 1974
190 238 1975
88 85 1960
93 94 1965
. 100 100 1970
Developing 100 100 1971
market 109 108 1972
economies 137 140 1973
206 200 1974
194 195 1975

Source: United Nations, Yearbook of International Trade
Statistics 1976, Volume 1, Trade by country, Special Table C,
pp. 74-75.

3. Etiology of the Food Crisis

The analysis of the international food trade structure and its evolution in the last
20 years makes it evident that, whatever the explanation may be, there was a fun-
damental change in the 1972/3 period. We endeavoured to describe this change. We
shall now try to interpret it and to disclaim that the 1972 drought was responsible for
generating it. In a certain sense, both things go together. By showing that some key
events, which were presented as the alleged effects of the drought, were in fact the
result of economic and political decisions taken before the drought appeared as a
worldwide natural disaster, the disclaimer will be achieved and, at the same time. the
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basis for an alternative explanation will be provided. This notwithstanding, there is
a great difference in the conclusions we arrive at: whereas the disclaimer will be con-
clusive, the alternative interpretation may not be quite as conclusive. We believe
however that the presumptive evidence is overwhelming.

The key element in the alternative explanation is the set of measures adopted in
the USA by the Nixon Administration, which introduced fundamental changes in in-
ternational economic policy. This requires a brief historical introduction. The events
recalled are recorded in two official US documents, the origin of which we shall first
indicate.

On May 21, 1970, President Nixon appointed a ‘‘Commission on International
Trade and Investment Policy’’ with Albert L. Williams as chairman. The Commis-
sion submitted its report, dated ‘‘July 1971°°, under the title ‘‘United States Interna-
tional Economic Policy in an Interdependent World’’, which is known as ‘“The
Williams Report™’. The views and recommendations of the Commission generated
important measures taken by President Nixon, as well as concrete proposals to Con-
gress for changes in legislation related to international trade policy. The background
and the aims of these fundamental changes in US foreign policy are explained in the
‘“‘International Report of the President’’ transmitted by Nixon to Congress in March
1973. The text of the President’s report consisted of ‘“The Annual Report of the
Council on International Economic Policy’’ submitted by its Executive Director,
Peter M. Flanigan. We shall refer to the latter document as ‘“The Flanagan
Report”’, but in view of the way it was transmitted to the Congress we also regard it
as the President’s adopted policy.

Let us first consider the Williams Report. The Commission which prepared this
report was asked ‘‘to examine the principal problems in the field of US foreign trade
and investment, and to produce recommendation designed to meet the challenges of
the changing world economy during the present decade’’. The report starts by poin-
ting out that ‘‘there are unmistakable signs in the United States of a developing crisis
of confidence” in the existing multilateral trade and payments system. The follow-
ing points are indicated as reflecting the crisis:

‘“‘“—mounting pressures in the United States for import restrictions as foreign-
made textiles, clothing, shoes, steel, electronic products, and automobiles
penetrate our market;

—pgrowing demands for retaliation against foreign measures which place
American agricultural and other products at a disadvantage in markets
abroad;

—a growing concern in this country that the United States has not received full
value for the tariff concessions made over the years because foreign countries
have found other ways, besides tariffs, of impeding our access to their
markets;

—Ilabor’s contention that our corporations, through their operations abroad,
are ‘‘exporting jobs”’ by giving away the competitive advantage in the United
States should derive from its superior technology and efficiency;

—a sense of frustration with our persistent balance-of-payments deficit and a
feeling that other countries are not doing their fair share in making the inter-
national monetary system work;
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—an increasing concern that the foreign economic policy of our government has
given insufficient weight to our economic interests and too much weight to
our economic interests and too much weight to our foreign political relations;
that is still influenced by a ‘Marshall Plan psychology’ appropriate to an
earlier period.”

The ““crisis of confidence’’ can be traced back to two major developments: the in-
creased pressure of imports on the US market and the fact that the US “‘ability to
capitalize on (its) comparative advantages has been impeded by foreign barriers to
(its) exports’’.

The report is quite explicit in singling out the two main sources of these problems:
the European Community and Japan. There is a reminder that the USA—who
‘‘emerged, alone among the major industrial countries, with its production capacity
and technological base not only intact, but strongly strengthened’’—had ‘‘assumed
primary responsibility for the economic viability and defense of the non-Communist
world’’. The Marshall Plan, launched ‘‘to help Western Europe to get back on its
feet’’, as well as the assistance provided to the economic recovery of Japan and the
encouragement given to the European Economic Community, are mentioned as ex-
amples of ‘‘the overseas responsibilities the United States has assumed as the major
power of the non-Communist world”’. Changes in the international setting, the
Report claims, call for a ‘“‘new realism’’ in the approach to these problems:

““Today, the United States still accounts for 40% of the production of the non-
Communist world; but the European Community and Japan have become
major centers of economic power and strong competitors in world markets.
Western Europe and Japan have been slow to assume the responsibilities that
come with power and strength.”

A serious criticism of this group of countries is of particular importance for our sub-
ject:

““The European Community’s protectionist common agricultural policy has
damaged some of our major agricultural exports; and its preferential links with
other countries in the Mediterranean and Africa also have adversely affected
our trade.

—Japan has maintained many formal and informal import restrictions at the
same time that it has greatly increased its exports to the United States. While
Japan’s spectacular increases in productivity were an essential condition of this
export expansion, the latter has been stimulated by government measures and
business practices not employed elsewhere nor contemplated in GATT. Euro-
pean restrictions on imports from Japan have contributed to increasing the flow
of Japanese exports to our market.”’

The main conclusion of the Williams Report is that ‘‘the United States must give
high priority to new and intensified long-term efforts to export expansion’’. To this
effect it is recommended that ‘‘a new comprehensive export-expansion program for
the 1970s’’ should include:

—international efforts to reduce foreign tariff and non-tariff barriers;
—international efforts to limit the use of indirect export subsidies;
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—intensified efforts to ensure that the US technological lead is maintained;

—thorough review and change wherever possible of all US policies, rules and
regulations which serve to impede exports;

—expanded government promotional efforts and informational services to
stimulate interest in the profit opportunities of export markets;

—a government framework that ensures US export interest a greater voice in the
formulation of foreign and domestic economic policy.

Agricultural products are given a very special role within this export-expansion
programme: ‘‘Endowed with plentiful good land and highly efficient technology
and organization, we have a productive capacity far in excess of our domestic needs.
Only on the basis of large and growing exports can we use our resources efficiently
and thereby exploit our comparative advantages in agriculture’’ (page 141). The
report expresses, however, the frustration of not being able to make full use of these
potentialities.

To change this situation the report strongly recommends that the US should take
the lead in developing ‘‘a new approach to the problem of agricultural trade’’, the
basic question being ‘‘what strategy should the United States employ in order to ob-
tain major, meaningful reductions in the barriers to agricultural trade’’. The main
problem they have to face is the fact that the US foreign customers from farm pro-
ducts are not the principal suppliers of agricultural imports. The implications are
clearly indicated: ‘‘Because of this three-cornered trade situation negotiations
limited to agriculture are not likely to bring useful results. While Japanese and
European Community farmers could not benefit greatly from increased access to US
markets.”’ The expression we have underlined may be linked with an implicit ‘‘warn-
ing’’: “‘Failure to obtain policy changes that permit significant liberalization of
agricultural trade endangers the continuation of expansive trade policies in non-
agricultural products’ (pp. 142-3; the ‘‘non’’ is underlined in the original text)._

The position of the Williams Report concerning the pressing need for expanding
the agricultural exports is crystal clear. Not only the agricultural exports significant-
ly affect its trade balance and thus its balance of payments, but also ‘‘exports are of
critical importance to US farmers’’. The Report explains in detail why this is so and
concludes: ‘‘In summary, the economic health of US agriculture is likely to become
increasingly dependent on world markets. Furthermore, we have the capacity to ex-
port more if foreign markets are opened to us. We believe that our national interest
demands agricultural trade policies that will permit and promote expansion of both
US exports and imports of agricultural products, while meeting income objectives
for farmers’’ (pp. 154-5). The word ““both’’, which is underlined in the original text,
is very important for our analysis. Its meaning becomes explicit on p. 243 where it is
specifically recommended: ‘‘that the United States adopt policies which will expand
both our exports and imports of agricultural commodities by shifting our farm
resources toward products in which we have a competitive advantage, and away
from goods in which we are non-competitive’’.

Time and time again the report insists on making use of ‘‘competitive
advantages’’, and as far as agricultural products are concerned it spells out where
they lie. In this connection it is indicated that ‘‘because of natural resource condi-
tions and efficient organization, it is likely that the United States will have an endur-
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ing comparative advantage in field crops and especially soybeans and feedgrains’’.
This contrasts with expected ‘‘increasingly weak competitive positions for products
such as sugar, manufactured dairy produce, and some fruit and vegetables’’. The
reason is given explicitly: ‘‘These products are in general more labour intensive and
include crops for which US natural resources offer lesser advantages. Given access
to markets abroad, the LDCs with their abundance of labour will become increas-
ingly competitive in more labour-intensive products as they gain access to improved
seeds, fertilizers, and other inputs, and as they are able to improve their marketing
systems.”’

The Report also points out that out of the total US agricultural imports amoun-
ting to 5500 million dollars in 1970, there were about 2000 million dollars worth of
‘‘non-competitive products’’ such as banana and coffee, whereas ‘‘the remaining
3500 million were supplementary products, of which the two categories of sugar and
‘beef and veal’ each accounted for about 20% of the total in value terms’’.

The report makes it quite clear that it is on the basis of these differences that the
whole structure of the US agricultural trade has to be reshaped. In order to achieve
this goal a number of measures are suggested by the Commission in addition to
those already mentioned for the ‘‘comprehensive new export-expansion program for
the 1970s”’, such as the following ones:

(a) ‘““Increased emphasis should be given by the Department of Commerce to en-
couraging the development of export trading companies. These companies
could serve as selling agents for groups of US producers who individually are
unable to mount significant export marketing efforts.”’ '

(b) ‘‘Given the increasing complexities of international business, (the Commis-
sion) believe(s) these services must be provided by specialists with intimate
knowledge of markets and products.” ‘‘(The Commission) believe(s) that
(US) commercial services must be given greater status and importance. Ac-
cordingly, (the Commission) recommend(s) that (US) overseas commercial
services be staffed by individuals expert in commercial activities and willing
to devote their careers to such work.”’

There is evidence that the implementation of these recommendations to increase
US exports would lead to a concentration of efforts in domains as sensitive as food
consumption, which has characteristics very much related to culture patterns in
many countries of the world. The importance of inducing such changes is recognized
in the Williams Report. The following remark is very revealing in this respect:
““Gains in consumer income worldwide that lead to increased consumption of
animal products should be especially advantageous to the United States as the prime
supplier of feed ingredients. The large gains in our agricultural exports to Japan
have been the direct results of shifts in Japanese consumption patterns toward
animal products and away from traditional staple foods such as rice’’ (op. cit.,
p. 151).

The Williams Report is dated ‘‘July 1971°’. What happened after its submission to
the President? The subsequent story is told in the Flanigan Report. Its initial
statements and the dates referred to therein already show that the Williams Report
started a profound policy change in the US. It was this change, and not the drought,
which was the most decisive factor in the ‘‘food crisis’’ of the early seventies. Here
is the text:
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““With the bold initiatives announced by President Nixon on the evening of 15
August 1971, the post-war economic era came to a close, and a new age began.
It is an age in which the United States no longer holds overwhelming dominance
in the world economy, and in which the growing interdependency of nations
can produce both increasing friction and unprecedented potential for abund-
ance. That age is still only beginning. As a start towards realizing its full
promise, the United States in 1972 and early 1973 made clear its determination
to bring about basic reforms in the world’s monetary and trading patterns to fit
the realities of our time. Further major initiatives will be taken in 1973, both in
international negotiations and in seeking legislation to make those negotiations
more fruitful.”’

The Flanigan Report provides details about the background of ‘‘the bold in-
itiatives’’ taken by President Nixon to overcome the US “‘immediate difficulties’’
and *‘to set the stage for fundamental reforms of the world’s economic system’’. In
the first place, reference is made to the dollar devaluation, which took place in
December 1971 and February and March 1973, as the ‘“‘international currency rate
realignments’’ which ‘‘have strengthened . . . (the US) competitive position’’. The
figure showing the variations of the effective rate of exchange of the US dollars in
the late sixties and early seventies contains the following note: “‘Since 1970 the dollar
has declined 12% in relation to other currencies taken as a group. However, the
average incorporates a much greater depreciation against the EC and Japan,
whereas most other countries have maintained their previous rates against the
dollar. US products, therefore, will be more competitive with those of the EC and
Japan in all markets.”” The Report points out that these ‘‘currency rates
realignments’’ would not suffice for the intended purposes unless new international
arrangements for the conduct of trade were also established. The reason is explicitly
mentioned: ‘‘. . . the European Community and Japan have devices for the protec-
tion of their agricultural products which fully offset the effect of any currency
depreciation, at a cost to their consumers and to our farms.’”’ This situation is
declared to be ‘‘intolerable’’: ‘‘Barriers against our agricultural and high technology
goods, where we have a competitive edge, are particularly frustrating’’ . .. ‘“When
the present framework was devised, the United States was still able to tolerate
restrictive practices by others because of its economic pre-eminence. As has been
stated repeatedly by many US spokesmen, this happy condition no longer persists.”’

What was the effect of these changes in US trade policies? It is easy to show that
the product composition of the US food exports underwent structural changes which
were quite in line with the analyses and recommendations of the Williams Report.
Table 2.12 is very revealing in this respect: between 1971 and 1974 the net exports of
cereals were multiplied by four and the exports of feeding stuff multiplied by three;
the net imports of sugar were multiplied by three. On the other hand, dairy-produce
went from positive to negative values. As for fruit and vegetables, the figures are
difficult to analyse due to the heterogeneous composition of this item (with marked
changes in ‘‘competitive advantage’’) and because they are very much distorted by a
considerable amount of re-exporting.

The net result of these difference was spectacular. The changes are clearly
reflected in the overall export and import of structure of the USA. In 1970 food
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items amounted to 16% of the total value of all exports; this figure increased to 23%
in 1973. Conversely, food imports were 16% of all imports in 1970 and they went
down to 13.7% in 1973 and 10.8% in 1975.

TABLE 2.12
US net food exports
(in million dollars)

1960 1965 1970 1971 1972 1973 1974 1975

0. Total -329 541 -1018 -1166 -705 3916 4604 6978
0.0 Live animals -43 -81 -94 =12 -95 -43 19 -2
0.1 Meat -197 -265 840 -859 -970 -1227 -963 -613
0.2 Dairy products

and eggs 90 144 38 98 26 -230 -261 -43
0.3 Fish and fishing

products -279 -419 -700 -765 -1071 -1149 -1304 -1087
0.4 Cereals 1688 2597 2526 2376 3414 8389 10159 11463
0.5 Fruit and

vegetables 90 9 -151 -134 -111 -20 133 286
0.6 Sugar -530 -462 -780 -819 -907 -1029 -2373 -1917
0.7 Coffee, tea,

cocoa -1271 -1285 -1571 -1580 -1595 -2092 -2226 -2235
0.8 Feeding stuff 48 223 420 473 499 1191 1214 911
0.9 Miscellaneous 76 81 135 116 107 127 205 217

Source: OECD, Trade by Commodities (Years 1960, 1965, 1970 to 1975).
Note: the negative numbers indicate net imports.

The evolution of food trade (FAO items o) between 1970 and 1975 was as shown
in Table 2.13 (in million dollars).

TABLE 2.13

1970 1971 1972 1973 1974 1975

Imports 4537 4606 5100 6599 7862 7173
Exports 4316 4450 5605 11,811 13,992 15,367
Difference -221 -156 505 5212 6130 8194

Source: FAO Trade Yearbook 1976, p. 321.

We could still think that the 1972 drought played a major role in the sharp in-
crease in the value of US food exports between 1972 and 1975. It did play a role, but
the drought was neither the starting-point of the process nor the dominant factor of
the process when it further developed. Two quite independent factors may be taken
as confirmatory evidence for this assertion:

(a) We may admit that Soviet imports of feed grains and wheat were at least par-
tially due to the drought, although the analysis of P-Fact V in Chapter 1 has
shown that the reasons for the agreement were not that simple. But they
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could only account for about 40% of the increase of US exports in the 1972/3
period. The following comment provides an accurate evaluation of the situa-
tion: ‘‘In terms of their dollar value, US food exports to both Japan and the
EEC countries increased by more than the amount of the grain sale to the
Soviet Union. Furthermore, while the Soviet sharply curtailed grain imports
in the two years following the 1972 sales, US and world grain exports re-
mained high as a result of increased demand elsewhere”’ (cf. US Food and
Agricultural Policy in the World Economy, Congress of the US Congres-
sional Budget Office, Washington, DC, April 26, 1976, page 28).

A comparison between USSR and Japan imports of grain is quite revealing (Table

2.14).

TABLE 2.14
Grain imports
(in million dollars)

1970 1971 1972 1973 1974 1975

USSR 277 955 1607 827 2856
Japan 1063 1050 1935 3327 3117

(b) The Williams Report stresses the need to take advantage of the competitive

position of the US in the world market in agricultural and high-technology
goods. With reference to high technology, the Commission points out that:
US Government support for research and development today is concentrated
in military fields having only modest civilian fallout.”” Guided by these
remarks, we have taken the figures for US exports in both agricultural pro-
ducts and military equipment and plotted the curves showing their variations
in the same diagram (Fig. 2.2). The striking similarity between the two curves
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makes it difficult to think that drought or any other natural catastrophe
could be the common cause of the sudden ‘‘jump’’ in 1972/3. Neither do we
ignore the fact that national catastrophes and subsequent scarcities produce
social unrest which in turn leads to military actions. Ethiopia and Chad may
serve as two examples, different as they may be. However, the changes in the
exports under the Foreign Military Sales Programme can hardly be con-
ceived as being induced by drought. On the other hand, they fit quite well in-
to the changing patterns in commodity exports which were the result of Nix-
on’s New Economic Policy.

ANNEX 2

An Integrated Approach Towards World
Recession and Inflation in the Present Decade

by Hector Gambarotta

Introduction

This essay is a contribution to the IFIAS Drought and Man Project: the director
of this project asked for a study of the current world economic situation from the
beginning of the 1970s, the period of a disastrous drought of worldwide propor-
tions. An investigation into the causes of world inflation was of major importance,
in view of certain analyses which propose a strong cause-effect relationship between
these disastrous climatic conditions and the worldwide acceleration in the rise of
prices.

The paragraphs which follow will attempt to demonstrate that inflation in the
1970s is not a phenomenon directly caused by a specific event—such as a climatic
disaster—but is, rather, a symptom of a much deeper and more complex problem, in
turn related to the form which world accumulation has taken since the Second
World War.

World recession and inflation which have appeared simultaneously in the 1970s is
indeed a new phenomenon, which, as Robinson (1978) has pointed out, cannot be
entirely explained by current economic theory and thus, in the world of Kaldor
(1976), it presents a real challenge to economists.

I do not mean to take up this challenge here. An explanation of the current crisis
would imply, in some sense, the construction of a new theoretical paradigm, adop-
ting the terms of the theory-reality relationship outlined by Kuhn (1962).

I intend here only to describe the present crisis, to compare it with the preceding
period of expansion and to attempt to isolate those trends and developments which
have characterized worldwide accumulation during the last 30 years, in order to
place the present stagflation phenomenon in some sort of general framework.

The unit of analysis in this study will be the world economic system. This ap-
proach involves a set of assumptions, developed by Salant (1977) in his ‘‘supra-
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national’’ view of inflation, on the degree of integration in the world economy.
Nevertheless, in my opinion, this approach to the problem does not restrict the scope
of this study any more than would the more conventional approach, based on na-
tional economies.

The world “‘crisis’’ is used in this study in a comparative sense: what we recognize
today as a crisis, appears so because we expected the previously ‘normal’ evolution
of the world economy in the preceding stage, to continue.

This study will begin by describing the phases of expansion in the world economy
during the post-war era; I will then outline those conflicts which emerged during that
period and which, I argue, are the key elements for the understanding of the evolu-
tion of the world economic system during the 1970s; finally, I will proceed to a
discussion of the main manifestation of the crisis.

I. The Post War Economy

The period between the end of the Second World War and the end of the 1960s
was one of remarkable economic expansion, the major characteristics of which were
imposed by the nature of the international agreements which regulated economic
relations on the world market. Although these treaties permitted growth, they also
generated and exacerbated conflicts which eventually proved an obstacle to its
continuation.

(i) THE MAIN FEATURES OF WORLD ACCUMULATION

The institutional system, set up after the crisis years of the 1930s and strengthened
towards the end of the Second World War, after the Bretton Woods agreement,
served as an appropriate framework for the dynamic and unprecedented develop-
ment of world accumulation.

On the whole, the world economy reached levels of sustained growth which con-
trasted with its erratic development in previous decades. Nevertheless, expansion
took place more rapidly in the advanced countries, which had a faster per capita
growth than the Third World—thus widening the gap between rich and poor coun-
tries. Table A.1 shows average growth rates for the period.!

TABLE A.1
Annual average growth rate of per capita real gross domestic
product at market prices
(in per cent)

1950-60 1960-70

Developed market

United Kingdom
West Germany
Developing Countries
and territories

Economy countries 2.8 4.1
United States 1.5 3.5
Japan 6.9 9.3

Europe 4.0 3.9
France 2.4 44
Italy 4.9 4.6

2.4 2.5
6.6 3.8
2.4 2.6

Source: UNCTAD (1976)
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European reconstruction proved, in the first instance, to be the most important
factor in world accumulation—witness the growth rate of Federal Germany. This
was soon to be followed by the rapid expansion of the United States’ and Japanese
economies.

This allocation of resources was obviously determined by geopolitical factors,
given the post-war European situation. The concentration of investment in Western
Europe brought about a wave of expansion, which in turn accelerated the growth of
international trade—given the economic structure of these countries, which lacked
sufficient natural resources and needed large quantities of capital to reactivate their
industries. The peculiarly characteristic point about this process is that the fastest
growth in trade took place between advanced countries—Table A.2 shows, firstly,
the accelerated growth in the exports of these countries, and secondly, the impor-
tance of trade between themselves.

TABLE A.2
A. Annual average growth rates of international trade
(in per cent)

Exports Imports
1950-60 1960-70 1950-60 1960-70
Developed market
Economy countries: 7.0 10.0 6.5 10.2
United States 5.1 7.7 4.9 11.3
Japan 15.9 17.5 12.1 14.4
Europe 8.1 10.1 7.0 9.8
France 6.4 9.8 5.7 11.7
Italy 10.5 13.0 9.1 11.0
United Kingdom 4.8 6.3 3.7 6.0
West Germany 16.6 11.1 13.3 10.7
Developed countries
and territories 3.0 6.9 4.1 6.3

B. Share of world trade of selected countries and regions
(in per cent)

Imports
Exports EEC USA Japan Total
EEC 1955-59 7.0 3.0 0.1 10.1
1960-64 12.0 2.6 0.3 14.9
USA 1955-59 1.5 —_ 0.6 2.1
1960-64 2.1 —_ 0.6 2.7
Japan  1955-59 0.1 0.9 — 1.0
1960-64 0.2 1.2 —_ 1.4
Total 1955-59 8.6 3.9 0.7 14.2
1960-64 14.3 3.8 0.9 19.0

Source: UNCTAD (1976)
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TABLE A.2 (cont.)

1950 1951 1952 1953 1954 1955

1. Source of funds 4226 5054 3995 4211 4899 5036
(a) Merchandise trade balance 1122 3067 2611 1437 2576 2897
(b) Investment income (net) 1460 1720 1675 1732 2112 2297
(c) Transactions in US official
reserve assets (net)(*) 1758 -33 -415 1256 480 182
(d) Other -114 300 124 -214 -269 -340
I1. Use of funds -4102 -5408 -4492 4431 -4959 -5407
(e) Military transactions (net) -567 -1270 -2054 -2423 -2460 -2701
(f) Capital flows (net) 491 -623 93 423 -219 -208
(g) US Government grants
(excl. military) -3484 -3035 -1960 -1837 -1647 -1901
(h) Other transfers and
remittances -533 -480 -571 -644 -633 -597
111. Error and omissions -124 354 497 220 60 371

*Negative values (—) represent increments in US official reserve assets.
Source: US Department of Commerce Survey of current business, October 1972 (pages 26
and 27), June 1975 (pages 26, 27, 30 and 31).

I need only point out here that trade between eight developed countries—the six
original members of the EEC, the US and Japan—reached 19% of world trade on
average during the period 1964-9, to show just how concentrated was their share in
international trade.

The rapid increase in trade (measured in value) between advanced countries in in-
ternational markets was not only the result of a greater volume of exchange, but also
reflected a tendency, in the long run, for the price of manufactured goods to rise
with respect to the price of primary commodities.

This process of expansion in advanced economies, which heightened their degree
of interdependence, was headed by the United States, a country which emerged from
the war as the obviously dominating element in the world economic system, given its
solvent financial situation, acquired through extensive accumulation of interna-
tional assets in previous years.

This position allowed the United States to set up the dollar as the key currency in
the international payments system which, in the short term, appeared as both stable
and fluid. The agreement of the advanced countries on a regulatory international
monetary system allowed them to sidestep conflicts which had earlier blocked the
way to common economic growth.

The accelerated accumulation on a world scale led to a growing concentration of
capital, largely in the hands of transnational corporations which, in this period,
rapidly assumed an ever-increasing control over the production and circulation of
goods and services.2

One cannot, of course, assert that during this period economic activity was entire-
ly uninfluenced by temporary disturbances—the most significant being the so-called
Korean boom; but, on the whole, price increases were held at reasonable levels and
growth in production was sustained at relatively high rates.
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(ii) CONFLICTS WHICH AROSE DURING THE EXPANSION

The process of expansion, which has been briefly described, obscures the growth
in conflict which occurred on different levels and which demonstrates that the very
nature of expansion was self-contradictory, given that it contained the seeds of its
own destruction.

However, it is not sufficient to point out that the dynamics of accumulation are
characterized by contradictory forces which render it unstable. One must single out
the specific contradictions which arose during this period, together with their degree
of importance, if one is to analyse the particular characteristics of the process.3 I will
therefore go on to describe the principal conflicts which occurred during this period
of expansion and to study the trends which they gave rise to, as an essential step
towards the analysis of the present crisis.*

(a) The struggle centred on income distribution in advanced countries

The extensive control acquired by transnational corporations over the production
and circulation of commodities, together with the growing influence of the unions in
determining nominal wages—within a framework of increased state intervention, in
an attempt to regulate both the level of employment and income distribution—have
drastically altered the basis of exchange in advanced countries, creating what might
be called an institutionalized price and wages structure.

Using the approach of Balogh (1975), it can be stated that the central problem
which arises in advanced countries evolves from the concentration of power in the
hands of large corporations and the unions, allowing them to manipulate, to a very
great extent, the level of wages and prices according to their immediate goals.

Various studies have pointed to the existence of ‘‘administered’’ prices in many
areas of production. Sylos-Labini (1974) suggests that, in the short run, industrial
prices are flexible with respect to costs, but rigid with respect to fluctuations in de-
mand. Maynard and Van Ryckehem (1976) stress that the control of supply by big
business introduces rigidities in price formation which makes firms reluctant to
reduce prices even in extreme circumstances. This practice of the corporations limits
markets competition in advanced countries and acts as an inflationary element
because of the rigidities introduced by the oligopolistic determination of prices.

As for the unions, their attitude introduces another element of inflexibility—their
:ontinual opposition to reduction in nominal wage levels. Bienefeld (1977) considers
his behaviour to be the key to understanding incomes in the developed countries: he
stresses the fact that adjustment mechanisms in their economies do not conform to
heoretical models which dominate economic thought on the distribution of income.

Given the nature of price determination and the level of trade union demands,
vage levels are established, in the expression of Kaldor (1976), ‘‘by what the
'mployer can afford to pay (without compromising his competitive position) and
10t by what he needs to pay, in order to obtain the necessary work force’’.5

In these circumstances, both prices and salaries are primarily determined by com-
lex negotiations and confrontations; power relations appear to be the dominating
actor in supply and demand and they subordinate all other market characteristics.

As the market in developed countries tends to become more oligopolistic—in in-
lustrial goods as well as in labour—internal price structures are inclined to diverge,
eflecting different grades of imperfection in the market and different levels of con-
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flict between large corporations and the unions. The fragmentation of markets,
which is basically a result of product differentiations, in itself stimulated by
monopolistic competition, increases the dependence of prices and wages on the deci-
sions of an ever-decreasing number of units.

These characteristics limit the effectiveness of economic policy in the form of
fiscal and monetary measures, and they give rise to a growing reliance on the so-
called incomes policy, in which the state appears as the mediator between both par-
ties, in an attempt to achieve agreement between those institutions involved in
negotiations.

The most important consequence of an institutionalized price and wage structure
is that competition as such is no longer the most important element in the exchange
process. The way incomes are determined gives rise to a chronic inflationary situa-
tion in the advanced countries—the level of which will, in turn, depend primarily on
the degree of conflict between large corporations and the unions, given the role of
the state as mediator.6

This period is therefore an institutionalizing phase, which makes both the working
of the economic system more inflexible and the process of income distribution more
complex in advanced countries.

(b) The fight for hegemony in the world market

The need to expand production stimulates competition between the advanced
countries, which is revealed in their conflicts in world economic relations. Although
this need is a permanent characteristic of capitalist expansion, it takes on a par-
ticular expression in the post-war years, as a result of the confrontation that pro-
gressively developed between the United States and the other advanced countries.

The international situation in the years immediately following the Second World
War was primarily influenced by the need to avoid the crises which characterized the
interwar years: fear of chaos allowed the United States to impose a set of rules on in-
ternational economic relations, which permitted growth in a// advanced economies,
while ensuring its dominance over the system as a whole.”

As is stressed by Horsefield (1969), one of the main objectives of the international
monetary regulations established by the end of the 1940s was to avoid a confronta-
tion between the advanced countries, by preventing a ‘‘war’ of unilateral devalua-
tions. In this way, the new system simply conserved the sfafus quo in international
economic relations and thus strengthened the United States’ already dominant posi-
tion.

Within the framework of strict regulations in the international market, the United
States launched a strategy of world domination. An analysis of this country’s
balance of payments from the beginning of the 1950s would show how the United
States proceeded to organize the world economic system.8

Diagram A shows how the United States ‘‘marshalled”’ its relationship with other
countries, through the use of its large reserves and taking advantage of its current
trade surpluses, as well as using its investment incomes from abroad—Table A.3
supplies the detailed statistical data.

The strategy of control over the world economic system was implemented by the
injection into the world market of a flow of funds subject to strict conditions. Funds
were directed towards military expenditure, government grants (linked primarily to
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SOURCES OF FUNDS USES OF FUNDS

TRADE SURPLUS MILITARY EXPENDITURE

INVESTMENT INCOMES
(net)

GOVERNMENT GRANTS

COVERAGE OF DISEQUILIBRIUM
DRAINAGE OF RESERVES p——— ‘——J OF CAPITAL FLOWS

Diagram A. Operation of US external accounts.

food programmes) and long-term investment abroad, financed through the drainage
of reserves, trade surpluses and investment incomes from abroad.?

Military expenditure was directed mainly towards Western Europe giving security
to the expansion of American capital in those countries.!® Food programmes helped
to smooth activity in the United States’ agricultural sector, while stabilizing the
political situation in some Third World countries. Long-term investment abroad
flowed all over the world but mainly concentrated in Western Europe which was em-
barking on a formidable project of ‘‘reconstruction’’.

These developments were made possible by the extremely advantageous position
of the United States by the end of the 1940s. Its trade surpluses were a direct conse-
quence of its technological superiority. The reconstruction of those countries most
badly affected by the war, generated a demand for machinery and equipment which
only the United States could supply. Its comfortable position as regards reserves was
a result of an explicit decision to accumulate international assets, which had been
taken years earlier, in order to preserve its own financial situation during the great
depression.

Let us concentrate for a moment on the operation of the US external accounts.

The heterodox arrangement of the US balance of payments’ data presented in
Table A.3 demonstrated that the real dilemma of US international policy is to
evaluate the economic risk of losing foreigners’ confidence in the dollar against the
political risk of reducing military expenditure and government aid. This is so
because, as will become clear later on, the behaviour of other advanced countries
tends to reduce the US trade surplus and the practices of American corporations
lead to a desequilibrium in capital flows, thus necessitating a drainage of reserves to
balance the accounts.

The constraints imposed by the behaviour of other advanced countries and
American private corporations on the objectives of US foreign policy create a situa-
tion where it becomes contradictory for the United States to maintain a healthy
balance of payments’ position while at the same time consolidating its political
domination through the expansion of military expenditure and government grants.

With these considerations in mind, let us proceed with the analysis of the conflict
between advanced countries.



TABLE A.3.
US international transactions

(millions of dollars)

1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973 1974
6064 9577 7783 4150 8972 8765 9055 8611 10,837 10,484 8054 7659 3882 3162 9665 5722 -1567 6703 4297
4753 6271 3462 1148 4892 5571 4521 5224 6801 4951 3817 3800 635 607 2603 -2268 -6409 955 -5528
2494 2588 2584 2726 2287 2938 3311 3326 3936 4169 3597 3906 4004 3627 3521 4703 4321 5179 10,121
-869 -1165 2292 1035 2145 606 1533 377 171 1222 568 52 -880 -1187 3344 3065 742 209 -1434
314 -117 555 -759 -352 -350 -310 -316 71 142 72 99 123 115 197 222 221 360 1138
6454 -8589 -8144 -4410 -7911 -7733 -7890 -8204  -9883 -9978 -8629 -7470 -4328 -1669 -9198 3975 3453 4267 9131
-2788 -2841 -3135 -2805 -2753 -2596 -2448 -2304  -2133 2122 -2935 -3226 -3143 -3328 -3355 2893 -3621  -2317 2158
1733 -1616 -1616 -1633 -1672 -1855 -1916 -1917  -1888 -1808 -1910 -1805 -1709 -1649 -1736 -2043 -2173  -1938 -5461
-1243 -3403 -2648 843 -2858 -2623 -2814 -3158  -4981 -S015 -2777 -1136 1747 4635 -2586 10,511 10,853 1891 209
690 729 -745 -815 -628 -659 -712 -825  -881 -1033 -1007 -1303 -1223 -1327 -1512 -1600 1606  -1903 -1721
390 1012 361 260 -1060 -1032 -1165 -406  -954  -506 575 -189 446 -1492 -476 -9698 -1884  -2436 4834

9L
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Certainly the United States could have used these advantages—derived from its
technological and financial superiority—in different ways, but the decision to use
them primarily to control the international situation was the result of a determined
policy, influenced by geopolitical factors in view of the political challenge presented
by the Soviet Union. Despite its short-term benefits, this decision presented a wide
range of difficulties in the long run.

The limitations of the post-war international economic order soon became clear.
Keynes (1946) pointed to its transitional nature; referring to it, he wrote: *‘Here is an
attempt to use what we have learnt from modern experience and modern analysis,
not to defeat but to implement the wisdom of Adam Smith.”’!! Nevertheless, the
development of international economic relations showed no tendency towards
liberalizing control regulations; indeed, the opposite was the case—there was a
systematic growth in those bodies which sought to exercise even closer control, and
the United States continued with the policies it outlined in the mid-1940s. The ra-
tionale of US policies becomes clear as long as it is considered as an attempt to reac-
tivate effective demand through the use of its financial capabilities. As A. Hansen
(1945) pointed out it was necessary to make use of those capabilities since, although
the advantageous balance of payments position allowed the United States to increase
employment—through its clearly multiplying effects—*‘to continue such a surplus
paid in gold, is indeed a confession that we have failed to solve our problems’’.12

The manipulation of the United States’ external accounts gives rise to the question
of the dollar shortage in the world economy,!3 which became a major issue among
the advanced countries in the 1950s. The discussion on the degree of the dollar shor-
tage was centred on the control of international monetary flows and resulted from
the rest of the world—or more precisely the advanced countries—demanding that
the United States allow them the chance to direct accumulation in accordance with
their own needs for expansion.

These disputes expressed themselves in the negotiations between the United States
and other advanced countries. A disagreement arose on the trading front because of
the growing level of tariff barriers: the United States made continued attempts to in-
duce a reduction in tariffs in other countries, so as to stimulate its own exports and
allow American private firms to operate freely on foreign markets. The rest of the
world resisted on across-the-board reduction in tariffs, so as to guarantee a satisfac-
tory level of activity in their own economies.

In the monetary sphere, the creation of the eurodollar market demonstrated the
need for both the advanced countries and American firms operating abroad, to in-
crease their liquidity beyond the limits imposed by financial authorities in the United
States. !4

Towards the end of the 1950s, the international situation began to demonstrate
obvious signs of instability. Triffin (1960) made the point that:

““The United States gold losses of 1958 are beginning to create some concern
about the continued deterioration in the country’s net reserve position. . . .
Such a movement could not continue indefinitely without ultimately under-
mining foreigners’ confidence in the dollar as a safe medium for reserve ac-
cumulation’’. 13

The persistence of the strategy of the United States—in the terms depicted in
Diagram A—Iled to a weakening of its reserves, while the other advanced countries
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showed inverse trends. The question therefore arises as to whether the United States
by the beginning of the 1960s can continue to dominate the world economy: whether
it can maintain the dollar as the international means of payments and consequently,
whether it can go on controlling world accumulation.

As Salant et al. (1963) point out, this was not a purely monetary question: it was
rather a problem of power relationships between advanced nations, based, in the last
analysis, on the possibility of finding an agreement about the distribution of ac-
cumulation between them.

Towards the end of the 1960s, it became clear that the way in which international
economic relations were still moving threatened the hegemony of the United States.
It was becoming increasingly obvious that the structure chosen to accelerate ac-
cumulation throughout the developed world in this post-war period was on the verge
of collapse.

The most obvious result of changes in the world economic situation was the
weakening of the United States’ external position. Its trade balances began to show
ever-decreasing surpluses, while those of Western Europe and Japan began to look
healthier. Table A.4 summarizes the trends in the trade balance positions of the
United States, Japan and Federal Germany and shows the radical changes which
took place between the beginning of the 1950s and the end of the 1960s.

TABLE A .4
Trade balance (fob-cif)
(billion dollars)

United States Japan West Germany
1960 4.2 -0.5 1.3
1961 5.4 -1.6 1.8
1962 3.9 -0.7 1.0
1963 4.8 -1.2 1.6
1964 6.3 -1.2 1.6
1965 4.3 0.3 0.4
1966 2.7 0.3 2.1
1967 2.9 -1.2 4.3
1968 -0.7 0.0 4.6
1969 -0.3 1.0 4.1
1970 0.5 0.4 4.4
1971 -4.4 5.7 4.7
1972 9.1 5.1 6.3
1973 2.3 -1.3 12.7
1974 -9.5 -6.5 19.7
1975 4.3 -2.1 15.3
Source: IMF

As a result, more pressures developed on the dollar, as doubts grew about its
capacity to continue as the international means of payments. These problems, cen-
tred on financial questions, obscure an accumulation problem for the developed
world as a whole. The growing need for Western Europe and Japan to expand in
world markets clashed with the limits imposed on this expansion by the United
States’ need to control the world economic situation.
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(c) The disputes on investment resources allocation

Capitalist accumulation, accomplished mainly by transnational corporations
which operate on a world scale, present individual countries with a dilemma centred
on the possibility of conducting ‘‘national’’ policies capable of achieving full
employment and adequate income distribution.

The concentration and consequent transnationalization of capital generates a
crisis of control in the management of the economy in advanced countries; the quest
for full employment and a ‘‘reasonable’’ distribution of income—goals claimed by
every government in the advanced countries—is undertaken in the shadow of
transnational capital: states find themselves subject to restrictions not previously ex-
perienced.

The growing importance of these transnational corporations increases the uncer-
tainty inherent in the accumulation process in each country: it allows monetary and
fiscal policies—which have been traditionally used to regulate the economic cycle in
post-war capitalist countries—even less room for manoeuvre. This occurs because of
an increasingly integrated world economy which offers a wide range of investment
alternatives: transnational corporations evaluate these considering their aggregated
profitability without being concerned with the situation of any country in particular. 16

Expanding manufacturing activities outside the advanced countries—controlled
primarily by transnational corporations—not only results from the need to reduce
costs (mainly from labour) but also from the possibility of opening up otherwise in-
accessible markets.!? The growth of the industrial sector outside the advanced coun-
tries!8 even when it can guarantee a flow of surplus into the advanced countries
through the remittance of profits is, however, essentially detrimental to their ac-
cumulation process, because it limits the possibilities of employment creation.

In their study of the relations between transnational corporations and nation
states, Hymer and Rowthorn (1970) point to the beginning of a transitional period,
in which the transnational corporations will challenge the ‘weak’ nation states for
control over world accumulation. This confrontation does not rule out the possibili-
ty of alliances between individual states and corporations—as Murray (1975) has
outlined—given government support in expanding capital on a worldwide scale; it
does, however, suggest a tendency towards progressive divergence of interests.

The investment policy of the transnational corporations is not always in harmony
with the need for accumulation in each advanced country: indeed, in certain cases,
its policy is clearly at odds with that propounded by the nation states. 19 Paradoxical-
ly enough, Keynesian internal policies and international agreements between the ad-
vanced countries, undertaken to solve problems of growth, are often jeopardized by
the behaviour of private corporations.

(d) The controversy on the level of commodity prices on the
world market

Although growth in the Third World is insufficient to close the gap between rich
and poor countries, it is generally enough to encourage new social forces to emerge
within each separate country.

Since these forces are linked, directly or indirectly, with growing production ac-
tivities, they can impose economic policies which influence social structure and in-
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crease their potential control over the productive process: it must be admitted,
however, that they can never entirely dominate the internal process of accumulation.

These emerging forces in Third World societies have resulted primarily through
industrial expansion; this was in turn caused by the need to substitute im-
ports—either in response to acute external constraints, such as those generated by
the Second World War, or through the expansion of international capital.

These social forces acquire a potential influence over world accumulation in two
ways—the appropriation of the sources of production, and control over the prices of
these commodities which Third World countries trade on the world market. Certain-
ly, the degree of influence which a Third World country can wield will depend on the
nature of the market of each product:20 but what is significant for this analysis is
that industrialization in the Third World introduces new factors in international
economic relations.

It is capitalist development in the Third World which promotes the emergence of
demands for improved commodity prices in the international market. Increasingly,
growing manufacturing activities change the nature of the relations of production in
the Third World.

They become more and more capitalistic in character, tending therefore to
displace traditional forms of social organization on which relations of dependency
had been based.

The superexploitation to which direct producers in the Third World were
subject,?! takes place in a society which compels its labour force to exist on a purely
subsistence level. As these pre-existing forms of production are gradually displaced
by capitalist methods, exploitation is confined within a well-defined set of boun-
daries. That is to say, it is governed by the laws of capitalist accumulation.

In this way, the very expansion of capital in the Third World decreases the
possibilities for increasing exploitation—through those methods which originally led
to its consolidation and then presses for better commodity prices in order to preserve
the rate of profits, otherwise reduced by the impossibility of further cost reductions.

These remarks about the ability of certain Third World countries to reverse un-
favourable trends in their terms of trade—which were persistently adverse through-
out the 1950s and 1960s, as Table A.S shows—do not imply that one can disregard
the concept of dependency: rather, one must place it in a dialectic context—it must
be assumed to be a process contradictory in itself which can be overcome, in
economic terms, when capitalist accumulation on a world scale allows it.?2

By the end of the 1960s, political factors which emerged worldwide—mainly after
the end of the Vietnam War—together with the strengthening of capitalist type
social forces in the Third World, led to a progressive change in the nature of interna-
tional relations, creating a framework in which Third World demands were more
likely to be met by adopting a more aggressive role in commodity markets.

(ej World political confrontation

The overwhelming importance of the world market in the process of capitalist ac-
cumulation implies that any element which influences its development and which is
subject to other laws constitutes an obstacle for its own expansion.
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TABLE A.S
Terms of trade of primary commodities
(index number 1963 = 100)

1950 121 1960 102
1951 126 1961 100
1952 116 1962 98
1953 116 1963 100
1954 117 1964 102
1955 115 1965 98
1956 110 1966 97
1957 111 1967 95
1958 108 1968 93
1959 105 1969 93

Source: UNCTAD

The increasing influence of the Soviet Union and other socialist countries in deter-
mining the nature of international relations on the political as well as on the
economic front deflects the course of capitalist accumulation. Priority in the invest-
ment of resources is given to those areas in which the influence of socialist countries
is stronger—as happened in Western Europe in the immediate post-war period.

The structure of industrial production is also affected by the capitalist/socialist
conflict—witness the importance given to the manufacture of armaments, which is
one of the most important sustaining elements of effective demand in advanced
countries.23

On the other hand, those countries whose accumulation strategy is not capitalist,
inhibit the development of transnational capital, because they restrict its potential
field of activity. Although the number of investments made by transnational cor-
porations in the socialist block has increased, they are far from being significant. As
Wilczynski (1975) points out, except for Yugoslavia, ‘‘it must be realized that the in-
flow of investment capital from capitalist countries is more important in its aspects
of curiosity than in volume’’.24 On the whole, these investments are accepted
because of the need for ‘‘know-how’’ on the part of those countries where transna-
tional corporations are admitted.

Despite the limited development of transnational corporations in socialist coun-
tries, their potential expansion is disputed by different fractions of capital; par-
ticularly noteworthy is the advance made by corporations based in Western Europe.

As far as international trade is concerned, the integration of the socialist block
within the world economic order, which has been proposed by the advanced coun-
tries, has not yet reached any significant proportions. Indeed, the socialist block
only account for 2% of world trade—a figure which has remained unchanged
throughout the post-war period.25

The shrinking in world markets and the need to take strictly political factors into
account when allocating resources, bring the capitalist world up against restrictions
to accumulation not experienced on a comparable scale prior to the Second World
War.
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I1. The Present Crisis

So far, this study has dealt with those trends and conflicts which have arisen in the
world economic system up till the end of the 1960s. The next section will attempt to
demonstrate how, in the present decade, these conflicts interact in such a way as to
produce stagnation in output together with sustained rises in world prices.

(i) THE INTERACTION OF THE MAJOR CONFLICTS

Diagram B shows the main conflicts which have arisen in the world economy dur-
ing the post-war period and which have already been analysed. They can be sur-
marized as follows:

—The confrontation between unions and the large corporations in the advanced
countries, centred on income distribution which arises from the nature of the
mode of production and which produces an institutionalized price structure.

—The clash between advanced countries in world markets which derives from
their need for expansion and is expressed in terms of tighter control over inter-
national economic relations.

—The contradiction between the interests of transnational capital and in-
dividual states as a result of the acceleration in the concentration of capital and
which takes the form of a dispute on the geographical allocation of investment
resources.

—The controversy between advanced countries and the Third World on the price
level of basic commodities, resulting from the evolution of the international
division of labour and shown in alterations in relative prices in world markets.

—The tension between advanced countries and the socialist block created by their
differing objectives and manifested in their political and economic relations.

There are therefore, five major areas where conflicts tend to arise: the establish-
ment of macroeconomic policies in the advanced countries; the regulation of inter-
national economic relations; the geographical allocation of accumulation resources;
the working of the international commodity markets; East-West relations.

These conflicts themselves can be defined as follows:
conflicts which led to the imposition of a negotiated international economic
order after the war

—the struggle centred on income distribution in advanced countries,
—the fight for hegemony in the world market;

conflicts which influenced the nature of the international economic order im-
posed after the war

—the confrontation between advanced countries and the socialist block;

conflicts which emerged as a consequence of the international economic order

imposed after the war

—the dispute between transnational corporations and national states on ac-
cumulation resources’ allocation,
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Diagram B. Main conflicts in the world economy.

—the controversy between advanced countries and the Third World over the
price level of basic commodities.

The first set of conflicts can be identified as crisis-proveking conflicts, which are
related to the essence of capitalist production and its historical expression.26 The re-
maining two sets can be defined as character-determining conflicts—that is, those
which affect the outcome of the crisis; they are historical developments whose
relevance became apparent in the post-war period.

In his analysis of the post-war economy, Dobb (1963) emphasizes the importance
of the consolidation of the socialist block and the emergence of new nation states in
the Third World: he describes them as events which ‘“‘future historians will in
retrospect (probably) see . . . as the outstanding landmarks of the mid-twentieth-
century watershed between historical epochs’’.27 That is, they are developments
which radically alter the structure of international relations and influence the
character of world negotiations.

Crisis-provoking conflicts reached a critical point by the end of the 1960s: the up-
surge in worker militancy in Western Europe and the international financial disorder
are signs of the beginning of a difficult stage for capitalist accurnulation.

Symptoms of recession appear clearly from about 1970—see Table A.6. Industrial
production falls in the United States, and in the following year there is already a
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significant contraction in the rate of industrial growth in other advanced nations.
Production rises in 1972 and 1973, but falls once more in the two following years
and from that point is unable to continue the line of expansion which it had pursued
during the previous two decades.

TABLE A.6
A. Industrial production. Annual rate of growth
(in per cent)

Average Average
1960-69 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1970-77

United States 5.9 5.8 46 -3.6 20 8.8 85 -04 .88 10.2 5.6 3.5
Japan 13.4 152 158 138 27 7.3 156 -38 -10.6 11.0 4.1 3.4
France 6.1 2.4 11.7 53 6.0 5.7 7.1 25 7.3 88 1.6 3.4
Italy 7.2 5.8 36 65 -0.1 4.4 9.7 4.0 -89 11.6 0.0 2.8
United Kingdom 2.9 6.7 3.1 1.0 0.0 20 88 -1.8 -54 10 1.9 0.9
West Germany 5.7 9.2 133 64 1.0 5.0 7.1 -12 62 173 3.0 2.2
B. Consumer prices. Annual rate of growth
(in per cent)
Average Average

1960-69 1968 1969 1970 1971 1972 1973 1974 1975 1976 1977 1970-77

United States 2.4 42 54 59 43 33 62 124 108 7.5 8.0 7.2
Japan 6.5 54 52 76 6.1 45 11.7 245 18.0 88 8.2 11.2
France 3.9 46 6.4 53 53 6.1 6.6 13.7 11.7 9.1 104 8.5
Italy 39 1.3 26 50 48 57 108 19.1 17.0 16.7 19.3 12.3
United Kingdom 39 47 54 64 94 7.1 9.2 159 243 146 16.0 12.9
West Germany 3.0 26 19 34 53 55 69 7.0 6.0 45 39 5.3

Source: OECD-Main economic indicators (various issues)

Already in 1970, the rate of inflation has begun to increase with respect to
previous years; it rises more dramatically later on—during the years of the com-
modity boom—and from there on hovers, at levels which are markedly higher than
previous average figures.

Character-determining conflicts begin to play a decisive role in the evolution of
the international situation: during the commodity boom, Third World countries
realize that they could be capable of controlling prices and the consequent explosion
of oil prices constitutes an example of their new aggressive role in international
markets.

The argument here, therefore, is that the character of the present crisis in the
world economic system is determined by the interaction of crisis-provoking and
character-determining conflicts: an analysis of the five controversial areas in which
they occur will result in a satisfactory profile of the current stagflation phenomenon.
From this perspective the crisis can be seen as an historical process, rooted in the
contradictory nature of capitalism itself, its principal characteristics—recession and
inflation—are not a distortion of the system, but a consequence of its very structure.
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(if) THE UPSURGE IN WORKER MILITANCY

Full employment, high real wages, stability in prices—this appears an unlikely
scenario for an upsurge in worker militancy. Nevertheless, in conditions such as
these, Western Europe has experienced a proliferation of worker unrest, with the
labour force pressing for wage increases, improved working conditions and a greater
share in decision-making.

In fact, the behaviour of the labour force is understood as soon as it is placed in
relation to its contradiction with capital, analysing the struggle centred on income
distribution.

In the first place, in a full-employment situation, the spectre of unemployment
cannot be effectively used by big business to moderate wage demands: this fac-
tor—normally crucial in labour/capital relations—loses all impact when demand for
labour clearly absorbs the current supply.

Dobb (1963) summarizes the reasons for an aggressive behaviour on the part of
the labour force; a full employment situation

‘¢, . . means that the proletariat will be in a much stronger position than at any
previous stage in its history to influence the terms upon which work shall be
done. A sharp upward movement of wages and a growing share of the national
income, will for the first time lie within the easy reach of organized labour to
command. . . .”*28

It is because of the strong position acquired by the labour movement that the
struggle centred on income distribution reached a critical point towards the end of
the sixties. The demands made by the labour force in Western Europe at this time led
to a growing number of strikes and greater worker unrest; governments began to pay
attention when they became aware of the possible consequences.

During these years leading businesses tended to accept unions’ demands so as to
ensure their share of a still expanding market; they adopt a similar behaviour to that
described in the analysis of the conflict between large corporations and trade unions.
On the other hand, governments—worried by the possible inflationary effects of
wage agreements—began the implementation of short-term restrictive policies of a
monetarist character.2?

Braun (1977) underlines the fact that after this upsurge in worker militancy the
character of government policies with respect to wages and employment began to be
dominated by ‘‘the need for government (is) to bring some qualitative change in
trade unions’ demands—to somehow convince them of the ‘need’ to let real wages
fall and to reduce the rate of growth of nominal wages’’.30

Short-term policy in almost every advanced country enters a restrictive stage
which directly affected the possibility of output expansion in those years. The cen-
tral problem is how to find an answer to the increasingly bitter conflict centred on
income distribution.
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(iii) THE MONETARY COLLAPSE

The official suspension of the convertability of the dollar into gold in August 1971
and the later adopting of floating exchange rates in March 1973, followed by a fun-
damental revision of the structure of the IMF concerning payments’ regulations
show just how critical the monetary situation had become in view of the lack of
agreement among advanced countries.3!

On the one hand, the United States attempts to put measures into effect which
would balance the increasing influence of other advanced countries—led by Federal
Germany and Japan—try to further consolidate their position by demanding
changes in the international payments’ regulations.

The weakening position of the United States on the international markets
precipitated the crisis of confidence over the dollar, opening up a period of intense
speculation in which liquid capital tended to move rapidly, mirroring changes in the
balance-of-payment situation in different advanced countries: this added factors of
instability to the already deteriorating situation.

The fluctuations of exchange rates led to a further devaluation of the dollar vis-a-
vis other strong currencies by the beginning of 1974. The question of the means of
international payments—when the dollar is replaced in that function by a ‘basket’ of
strong currencies—becomes a major source in the international transmission of in-
flation:32 each individual advanced country begins to use floating rates as a medium
of improving trade positions.

The new scheme which governs international monetary relations becomes more
fluid than the previous one but, as a result, much less stable. Since unity among ad-
vanced countries is not fully restored by the alteration of the rules, their increasing
internal instability—resulting from the growing conflict centred on income distribu-
tion—has the effect of aggravating competition for the dominion of world markets.

Even though the United States economy had enough power to reverse the un-
favourable situation in which it found itself as a result of the new scheme, to destroy
such a scheme and restructure it in such a way as to regain its dominating position
would imply the creation of imbalances in other economies—mainly those of
Federal Germany and Japan—which would constitute an even greater threat to the
equilibrium of the world capitalist system as a whole.

At the point, the United States pressed for rather marginal changes in the inter-
national monetary system, accepting the modifications suggested by other advanced
countries and preserving the overall structure of the organizations. Once again, fear
of chaos per se acts as a stabilizing factor in the world economic situation.

Certainly, the scheme did not regain the stability of previous decades; later
events—such as the oil crisis—add factors which make an uncertain and unstable
structure the main feature of international monetary relations.

The confrontation between advanced countries in the monetary field shows how
financial arrangements cannot become a central factor in restoring equilibrium in
the world situation—a role they played in the 1940s with remarkable success.

The monetary collapse of the beginning of the 1970s is the most obvious sign of
the disintegration of the international order which underpinned world economic ex-
pansion in the post-war period: it points to the fact that the resolution of the 1930s
crisis has not succeeded, in the long run, in overcoming the main contradictions bet-
ween advanced countries. Considered from the monetary point of view, the present
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crisis shows very similar characteristics to those of the great depression.33

The hazardous developments in the monetary sphere demonstrate that confronta-
tion between the advanced countries had become critical: this allowed the expression
of other conflicts which otherwise would have little impact on world economic af-
fairs.

(iv) THE COMMODITY BOOM

The continuing conflict between advanced countries in the monetary sphere, the
impossibility of overcoming this conflict through internal adjustment in each
economy—given the degree of pressure focused on income distribution—and the
urgent need to regain high levels of growth make the flood gates open for the
transmission of imbalances to other branches of the world system.

In the early 1970s commodity markets are shaken by the increasing instability of
the world situation. These markets had previously been dominated by tendencies
which had led prices either to fall steadily or to remain relatively stable: the current
supply of these goods seemed to exceed demand and the market, for long periods,
operated without any fear of sharp rises in prices.34 Nevertheless, from the beginn-
ing of the 1970s expectations began to change drastically.

The instability of monetary markets encouraged the movement of a large mass of
liquid resources towards commodity markets, introducing an ‘exogenous’ infla-
tionary factor with the development of speculative transactions in future markets.

The publication of the Meadows (1972) report—which warned of possible shor-
tages in natural resources—created an atmosphere in which uncertainty becomes a
major factor in the markets: the mere possibility of potential shortages changes the
parameters of supply and demand due to the chaotic world economic situation.3’

These changes in prospects which made price increases more likely must be viewed
in the framework of the conflict between advanced countries. It must be stressed
that the privileged position of the United States as a major producer of a wide range
of basic commodities and a major operator in others enables this country to exercise
a decisive influence on market transactions, contrasting with the relatively weak
position of other advanced countries.

Thus the development of a ‘‘scarcity climate’’ in commodity markets—which en-
courages inflationary expectations—might help the United States in its struggle to
regain world hegemony: it would allow this country to improve its own balance of
payments position while damaging that of other advanced countries.

It is by no means coincidental that during these years the US Government initiated
an attempt to redefine its policies concerning world economic affairs. The Commis-
sion on International Trade and Investment Policy (1971) produced a report to the
President of the United States in which it recommended drastic changes in American
foreign policy; it stated that:

‘. . . our agricultural exports significantly affect our trade balance, and thus
our balance of payments . . . the economic health of US agriculture is likely to
become increasingly dependent on world markets. . . . We believe that our
national interest demands agricultural trade policies that will permit and pro-
mote expansion of both US exports and imports of agricultural products while
meeting income objectives for farmers’’.36
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The message of this report is clear: the US must abandon the traditional
agricultural policy which led it to stockpile surpluses of cereals—which had a
downward effect on international prices—and allow stocks to run down in order to
alter the operation of the market.

The US attempt to change its strategy is aided very considerably by the massive
demand for cereals on the part of the Soviet Union. The controversial Soviet deal’?
is the very vehicle for implementing a policy of stock reduction by the United States.
The Economist reported in April 1973:

‘¢, .. Canada announced the sale to Russia of $200m worth of wheat and barley.
This was the latest instalment in the series of massive Soviet purchases of West-
ern grain that has exceeded $2 billion in value over the past year. Half of this
total has been sold by the United States; and last week controversy about the
terms of the American sales was revived in Washington when a Democratic con-
gressman, Mr. John Melcher, disclosed that the Administration had subsidised
the wheat sales to Russia to the tune of $300m despite pleas from the Australian
and Canadian wheat boards that Russia should be required to pay a proper
market price. . . . Mr. Nixon is undoubtedly glad to get rid of the surplus grain
attracted by the idea of improving the fuel outlook by arranging for supplies of
Siberian gas, and eager to redress his country’s balance of payments by
developing new markets. . . .”*38

The changing market situation opens up new perspectives for technological pro-
gress in agriculture, but also creates an atmosphere of uncertainty on the future
stability of the market, because of the dramatic reduction in stocks.3?

It is these changing circumstances that g/l basic commodities undergo a radical
alteration in their price trends. Cooper and Lawrence (1976) in their thorough
analysis of the new trends in commodity markets point out that, although one can
detect specific changes in the conditions of supply and demand for each commodity,
‘“‘they do not fill the need for some general explanation—a common cause, or strong
linkages among commodities affected’’.40

The common cause must be found in the drastic change in expectations: the in-
teraction of the appearance of speculative capital movements in commodity
markets, the fear of scarcities and the drastic about-turn in US foreign policies led to
the development of structural inflationary pressures. These pressures combined with
increasing Soviet demand for grains and the sharp increase in aggregate demand in
advanced countries?! led to abrupt price rises.

The disruption of commodity markets during the first years of the 1970s can be
summarized by performing a simple statistical exercise—see Table A.7. The series of
basic commodities prices between 1960 and 1976 can be divided into three major
periods: the first, between 1960 and 1971, characterized by relative stability; the sec-
ond, between 1972 and 1974, showing abrupt upward movements, and the third bet-
ween 1975 and 1976 presenting a succession of readjustments.

The development of prices during the 1960s shows that the movements which oc-
curred during these years were governed by alterations within each specific market.
Modifications of agreements between buyers and sellers and changes in the condi-
tions of supply and demand give a good account of the reasons behind price
movements: no major interaction between markets can be identified.
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TABLE A.7
Commodity Prices

Average 1960-71 = 100)

Specification Commodity Period 1960-71 Period 1972-4 Period 1975-6
Minimum Maximum Speculative step Maximum  Minimum  Maximum
level

East Afr cif Lon Sisal 61 171 Apr. 63 82 Jan. 72 468 155 468
NY spot price Sugar 38 325 Nov. 63 230 Jan. 72 1581 210 1070
Lon Met Exch Lead 59 165 Mar. 65 123 Feb. 72 296 139 227
Mal cif Eur Port Palm Oil 63 132 May 65 95 Mar. 72 369 153 262
All Coffee Coffee 79 135 Sept. 70 140 Jul. 72 191 154 540
NY spot price Rice 75 161 Sept. 67 110 Aug. 72 401 154 258
UK Dom c 64’s Wool 70 132 Feb. 64 120 Aug. 72 373 149 181
US No 2 HRW Wheat 92 113 Mar. 67 123 Sept. 72 356 173 272
US No 3 Yellow Maize 86 124 Sept. 70 111 Sept. 72 281 193 231
UK dom imp pr Cattle hides 74 149 Apr. 66 274 Oct. 72 284 122 239
Sin No 1 fob Rubber 64 187 May 60 73 Oct. 72 218 108 173
USNo 2 yellow Soya beans 78 129 Jul. 66 149 Dec. 72 302 165 239
Nig cif Eu port Groundnuts 76 154 Feb. 71 158 Dec. 72 314 204 256
Lib BR con Iron ore 91 129 May 70 128 Jan. 73 181 163 177
cif Lon any Linseed oil 78 132 Jul. 61 117 Jan. 73 520 225 422
Nig cif Eu port Palm kernels 81 140 May 68 94 Jan. 73 408 108 200
Phil cif Pot Coconut oil 74 134 May 68 104 Feb. 73 379 102 173
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TABLE A.7

Commodity Prices

Average 1960-71 = 100)

Specification Commodity Period 1960-71 Period 19724 Period 1975-6
Minimum Maximum Speculative step Maximum Minimum  Maximum
level

Lon Met Exch Copper 57 180 Apr. 66 117 Feb. 73 286 109 156
Dutch fob any Soyabean oil 65 140 Aug. 71 122 Feb. 73 302 165 239
Phil cif Eu port Copra 78 142 May 68 108 Feb. 73 429 908 195
NY/L ave price Cocoa 45 178 Dec. 68 147 Mar. 73 317 172 517
WA cif EU port Palm ker-oil 74 144 May 68 113 Mar. 73 497 222 203
Kho fas Casa Phosphate R 96 108 Oct. 67 120 Mar. 73 535 412 577
Wol cif Eu port Tungsten 25 250 Feb. 70 128 Mar. 73 323 236 413
Lon Met Exch Zinc 66 144 Jul. 64 179 Mar. 73 668 226 301
Egy Menoufi FG Cotton 78 123 Jan. 69 139 Apr. 73 306 205 298
cif UK Mn con Mananese ore 75 115 Apr. 60 107 Jun. 73 190 185 211
Rott any origin Sunflower oil 58 156 Jan. 71 173 Jun. 73 449 196 412
Nig/Gan cif Epo Groundnut oil 72 158 Feb. 71 184 Jul. 73 314 204 256
BM spot NY Pepper 6 159 Jan. 60 148 Jul. 73 203 185 228
Jk gra Eu port Abaca 76 155 Feb. 60 172 Aug. 73 290 152 205
Lon Met Exch Tin 69 140 Oct. 64 207 Dec. 73 297 198 268
Ecua cif Hamb Bananas 61 139 May 63 107 Jan. 74 136 119 184
Can del UK Aluminium 91 120 Dec. 71 126 Mar. 74 157 149 182
Lon auct price Tea 68 149 Sept.60 125 Mar. 74 125 104 141
BWD fob Cbit Jute 62 160 Dec. 71 153 Sept.74 172 107 174

Source: UNCTAD (1977).
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The situation between 1972 and 1974 is radically different. One can define a
‘“‘speculative step’’ as the first price increment during this period which is greater
than 10% on a monthly basis, provided that the average in the following 6 months is
greater or equal to the level reached by that increment. In symbols:

SS=pt+1
Pt

if and only if

and t+7

2

k=t+2p
Pt +1=—%¢ k

where: p = nominal price (in dollars) for each basic commodity,
t = time (month),
SS = speculative step.

I

il

Changes of this kind cannot be found in the previous decade in any of the com-
modities covered by the exercise. Table A.7 shows that @// the prices of basic com-
modities experienced a ‘‘speculative step’” during the period 1972-4, followed by
further sharp increases.

This behaviour points to a general tendency for prices to rise, showing similarities
in the magnitude and direction of movements not exhibited by commodity markets
since the Korean boom at the beginning of the 1950s.

The “‘speculative step”’ reveals the existence of a sort of rebound effect fuelled by
the atmosphere of uncertainty in international economic relations. It was not clear
at that time how the major economic problems were going to be solved; therefore, in
the short term, price increases appeared as an adequate vehicle for secure profitabili-
ty in a wide range of activities.

Even when none of the factors contributing to the upsurge of the commodity
boom can by itself entirely account for its development it is possible to recognize an
ultimate cause for @/l of them: that is, the need for the United States to reconsolidate
its hegenomy over world economic affairs. Certainly, accidental elements—Ilike the
drought of world proportions—have an effect on commodity markets, but, at that
time, upward trends in prices were already driving them towards an uncontrollable
situation.42

International monetary instability, fear of scarcities and changing US trade
policies could be seen as manifestations of the rivalry between advanced countries
for the dominion of world markets. Instead of using its superiority as a financial
power, the United States exercises its strength as a producer of basic commodities to
alter the balance of world power. As put by Rothschild (1976), the conditions of
agricultural commerce ‘‘have changed from aid to trade’’ and ‘‘to some Americans,
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the possibility of agricultural power suggested extravagant opportunities’”.43

The strong reaction of the advanced countries towards the change in policy of the
United States, the subsequent downfall trend in output throughout the advanced
world and the threat posed by Third World countries in reaching agreements to
unify their action in commodity markets, all call for a revision of the behaviour of
the advanced countries on the international scene as well as in internal affairs.

The end of the commodity boom is the combined result of the advanced countries’
awareness that inflation might become uncontrollable and the limits imposed by the
market characteristics of each particular commodity.

Nevertheless, the commodity boom had two major lasting consequences. Firstly,
which became rampant in the early 1970s, led to the imposition of more restrictive
economic policies by governments in advanced countries.4* They tend to use the
argument of the international character of inflation in order to restrain wage
demands, claiming that it is impossible to control price rises in any other way. The
restrained tactics adopted by the unions show that this argument is having its desired
ideological effect.

Rising unemployment and the internationalization of the inflationary process
change the balance in the struggle for income distribution throughout the advanced
world: unions find themselves in a much weaker negotiating position.

Secondly, Third World countries become aware that they can exercise some
degree of control over the level of prices of basic commodities. Social forces in the
Third World find themselves in a position to negotiate with transnational corpora-
tions and advanced countries on better terms. Thus they are encouraged by the situa-
tion to search for methods of improving their position on the commodity markets.

(v) THE EXPLOSION OF OIL PRICES

Further development in the commodity boom is limited by the characteristic of
supply and demand of each particular product. Once the first stage in the structural
“‘take-off”’ of general price rises is over, the markets resume the development im-
posed by the behaviour of exporters and importers. Nevertheless, one pro-
duct—oil—is in an ideal market situation*> and its price remains at a higher real
level than that of the period prior to the commodity boom.46

The consolidation of a cartel among oil suppliers and the acute inelasticity of de-
mand on the part of advanced countries allows the continuation of high prices.

The direct effect of the sharp rise in oil prices on the advanced economies are,
firstly, a reinforcement of already existing inflationary pressures, and secondly, the
exertion of a negative force upon the development and of effective demand—through
the worsening of their balance-of-payments situation.4” Nevertheless, these effects
are not equally distributed among the advanced countries: it is the US economy
which adapts most easily to the prevailing situation due to its position as a pre-
eminent producer—even when it is still a large importer of oil—and its ability to at-
tract liquid assets from Arab countries.

The OPEC countries suddenly find themselves with an enormous amount of li-
quid assets which obviously cannot be entirely and immediately channelled towards
physical investment. Given the structure of international financial markets, the li-
quid assets in the hands of OPEC countries tend to flow to financial institutions in
the advanced countries. Petras and Rhodes (1976) summarize the reasons why US
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financial institutions are the main recipients of those flows: the security offered by
US institutions is superior to that which other countries can offer and the possibility
of arms deals is greater if Arab countries place their assets in the United States.

In this way, the United States further improves its situation vis-@-vis other ad-
vanced countries. Thus, it is understandable that the United States should assume a
pragmatic attitude towards the rise in oil prices, finally accepting the de facto situa-
tion and supporting the action of transnational corporations. Engler (1977)
underlines the fact that US government policy, when faced with the dilemma of
choosing an alliance with the other advanced countries or linking its interests further
with those of the transnational corporations, prefers the second option.48

The explosion of oil prices leads to even greater changes in the balance of
payments of advanced countries, reducing Western Europe and Japan’s room for
manoeuvre in their confrontation with the United States, while acting as a direct
support for the dollar in view of the flow of capital from OPEC countries to
American financial institutions.

Finally, as a consequence of the oil crisis, negotiations become even more fre-
quent between organized groups of producers and importers: a widespread tendency
to intervention characterizes the operation of markets in the second half of the
1970s.

(vi) THE GROWING IMPORTANCE OF NEGOTIATIONS ON THE NEW
INTERNATIONAL ECONOMIC ORDER

The first half of the 1970s showed that it was extremely difficult to find a resolu-
tion to the major conflicts in world affairs without affecting output growth and
price stability.

The failure to find a satisfactory solution through the use of market mechanisms
gives rise to a growing reliance on direct negotiations. These negotiations differ
from those which took place immediately after the war: they are not only restricted
to the advanced countries. Bergsten (1975b), discussing the future of the interna-
tional order, refers to the ‘‘new actors’’—Third World countries, the socialist block
and transnational corporations—who are going to play a decisive rle in the process
of negotiations.4?

These ‘‘new actors’’—whose behaviour exacerbates character-determining con-
flicts—break into the international scene because of the lack of resolution of crisis-
provoking conflicts within the framework of market-oriented policies.50

The international division of labour cannot be reshaped without taking into con-
sideration the problems emerging from the five areas of controversy. No successful
alliance emerges from negotiations: all parties involved can exercise a vefo power to
obstruct alternatives put forward by others, but none of them is able to either im-
pose its own strategy or find a way to implement an agreement that would result in
increasing employment and reducing inflation.

In the advanced countries, macroeconomic policy increasingly relies on the ap-
plication of incomes policies, using the implementation of restrictive policies as a
threat to organized labour, forcing it to come to terms with governments’ pay of-
fers. A recent report prepared for the OECD (1977), even when defending the ap-
plication of market-oriented policies to overcome the crisis, admits the need for pur-
suing incomes policies and recognizes that in the advanced economies:
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““It (also) becomes possible for the government to try to influence the outcome
(of pay policies) by threatening to raise taxes if wage settlements or price in-
creases are excessive, or offering to lower them if they are moderate.’’51

Clearly, even the supporters of liberal ideas acknowledge that it is necessary to re-
ly on government intervention rather than on market mechanisms in order to over-
come inflationary pressures emerging from the dispute on income distribution.

The question of international payments is also increasingly in need of institutional
interventing. The IMF in the late 1970s plays an even more regulatory role, in its at-
tempts to moderate the effects of exchange rates fluctuations. Negotiations on the
international monetary scheme demand an agreement among the parts that can only
be achieved through consultations carried out in a framework of well-defined
rules.>2

The North-South dialogue attempts to find a compromise solution between ad-
vanced and Third World countries upon the price level and market operation of
primary commodities. In this area—after the experience of the commodity
boom—competition as such has been abandoned, suppliers and demanders are in-
clined to negotiate rather than let the market operate by itself.%3

Transnational corporations are facing pressures by governments in advanced
countries to pay more attention to expansion in their economies, while dealing with
urgent demands from the Third World about the control of the supply of natural
resources. As a result those corporations attempt to accommodate to the situation
by reaching agreement with governments about their role in the accumulation pro-
cess. 4

Trade and investment involving the socialist block are considered by the advanced
countries as a possible alternative in expanding their activities, in view of the current
stagnation of capitalist markets. Once again, these developments involve negotia-
tions where institutions play a significant part in determining their character.55

This process indicates that world accumulation is moving towards a zew interna-
tional economic order where disputes are settled by bureaucratic procedures. As in-
dicated by Brzezinski (1974) ‘‘progress toward a freer and self-adjusting interna-
tional economic system no longer seems very likely. Instead, we are likely to see in-
creased governmental intervention, in part as a consequence of domestic pressures,
resulting in the politization of international economics.’*56

After the turbulent first half of the 1970s, when the forces of the system in search
of a solution led to acute recession and rampant inflation, a phase of administered
accumulation restraining rather than resolving major conflicts is initiated: world
capitalism enters a sluggish state without offering its components a clear alternative
for progress.

No major advances can be seen in any of the forums of negotiations. The events
of the early 1970s clearly marked what was wrong in the behaviour of the elements
of the world economic system, but they did not offer any hint about what would be a
right attitude to assume when faced with the task of restoring growth and stability.

Conclusions
Diagram C summarizes the arguments developed throughout this essay. It divides
the past 30 years into two major periods: a hegemonial period where the United
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