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GLOSSARY OF TECHNICAL TERMS

Agroindustry: L arge-scale production, processing and packaging
of food using modern equipment and methods.

Agribusiness: A large-scale business that earns most or all of its
revenue from agriculture, including from production, processing,
manufacturing, packaging and distribution of products.

Big Food: Large commercial entities—both MNCs and national
corporates—that increasingly dominate key components of the
food and beverage value chain.

Biocides: Chemical substances commonly used in medicine,
agriculture, forestry and industry; include anti-fouling agents or
disinfectants, e.g. chlorine; pesticides, e.g. fungicides, herbicides,
insecticides; and antimicrobials, e.g. germicides, antibiotics,
antivirals, etc.

“Corporate capture”: The influence of companies on public
institutions, for example by lobbying, direct funding of political
parties, and funding think tanks to influence political agendas and
policy debates.

Developed countries: Countries considered to be industrialised
and economically wealthy; also referred to as More Economically
Developed Countries (MEDCs); or high-income countries.

Developing countries: Countries considered to be less
economically developed or poor; also referred to as low- and
middle-income countries; or Less/LL.east Economically Developed
Countries (LEDCs); or Least Developed Countries (LDCs).

Emerging markets: “Newly industrialised” countries which are
rapidly developing economically due to growing their manufacturing
capabilities and increasing their export trade.

Financialisation: “The increasing role of financial motives, financial
markets, financial actors and financial institutions in the operation
of the domestic and international economies” (Epstein, G. 2005,
Financialisation and the World Economy, page 3).

Food versus products: \Where appropriate in this report,
a distinction is made between foods, and culinary/industrial
ingredients and ultra-processed eatable and drinkable products.

Globalisation: “A process of greater integration within the world
economy through movement of goods and services, capital,



technology and (to a lesser extent) labour, which lead increasingly to
economic decisions being influenced by global conditions” (Jenkins,
2004).

Inequality: A “hierarchy” of access to resources, with some people
having more than others. Integral to this is the ethical concept
of inequity referring to unfair, unjust, undesirable and avoidable
differences in access to wealth, land and power.

Liberalisation: The relaxation of previous government regulations
and restrictions, e.g. trade barriers between nations.

Nutrition disorders: These can be “caused by an insufficient intake
of food or of certain nutrients, by an inability of the body to absorb
and use nutrients, or by overconsumption of certain foods. Examples
include obesity caused by excess energy intake, anaemia caused by
insufficient intake of iron, and impaired sight because of inadequate
intake of vitamin A. Nutrition disorders can be particularly serious in
children, since they interfere with growth and development, and may
predispose to many health problems, such as infection and chronic
disease.” (World Health Organisation (WHO), 2015)

Multi-National Corporation (MNC): A “stateless” company that
operates, produces goods, delivers services, or has investments in
more than one country. It usually has management headquartersin one
country (the home country) but operates in a variety of other countries
(host countries), either in its own name or through subsidiaries — in the
latter case it is referred to as a Transnational Corporation (TNCs).

Neoliberalism: A belief in the free market and minimum barriers to
the flow of goods, services and capital; based on four principles:
economic growth is paramount (companies must be free to pursue
whatever gives them economic advantage, free from government
regulation); free trade between all nations; the reduction of government
spending and increasing privatization; in terms of the distribution of
economic goods, individual responsibility replaces the concepts of
public goods and community. (WHO, 2015)

“Western” diet or “neo-liberal” diet: The nutritional transition to a

“Western” diet, suggests a component of cultural imperialism, as the
diet associated with the spread of US and Europe into the developing
world. Some critics prefer to call this a “neo-liberal” diet, reflecting a
system of economic and political forces which allow large MNCs to
thrive in a relatively unregulated market (Otero, et al, 2015).



Small Operators versus Multinational
Corporations in the Food Systems of

X=CUTIVE SUMMARY

he global market dominance of multinational corporations (MNCs) throughout

the food system impacts smaller, independent operators and producers, and

also influences significantly the foods that consumers have access to and

eat, with implications for public health, hunger and nutrition. The ownership
and market share of these conglomerates potentially undermines the development
agendas of many countries, and contributes to aggregate wealth and also to poverty
and inequality.

According to Guinn and Hamrick (2014), “Food systems throughout the world have
undergone massive transformations during the last 30 years, particularly in developing
countries, as large, often multinational firms have extended their reach over the
management of food supply chains.” Governments of developing countries have
become interconnected with corporate strategies in ways that make them dependent
and subordinate, resulting in the surrender of strategic sectors, such as food and
agriculture.

This report examines how the food systems in South Africa, Brazil and Mexico are
dominated by a small group of MNCs of both foreign and national origin that play a
significant role in agricultural inputs and production, processing and manufacturing of
foodstuffs, procurement, storage and transportation, retailing and consumption.



Many studies of the food system track individual commodities, such as staple food
items, in order to understand MNC dominance. However this approach carries the
risk of underestimating the ownership and market share of conglomerates, and to their
privileged access to information, capital, and political power, which operate and are
dominant in more than one commaodity chain. This report has therefore combined a
review of the pathways of economic and political influence of MNCs in the food system
with a value chain (VC) analysis as the lens through which to gauge the footprint of
these so-called “stateless corporations” operating across the different nodes of the food
systems in these three countries, and analyses the resulting impacts of this footprint.

The report begins by situating MNCs within the context of globalisation, discussing the
broad policy landscape which has enabled MNC dominance in the food value chain, so
that many now have greater economic power (and political ‘clout’) than some states.
It then discusses the local responses of each of the three countries to these global
economic processes and to the centralisation of power and economic dominance of a
few large food and agricultural MNCs.

Through a series of case studies the report demonstrates how each node in the
food system in South Africa, Brazil and Mexico is structured in similar ways — highly
centralised, with each segment being dominated by the same small group of large
local and foreign companies - Monsanto, Cargil, Syngenta, Nestle, Coca-Cola, Wal-
Mart, McDonalds, amongst others. The following key and common themes emerge:

The marginalisation of small-scale farmers/producers:

When trade and investment are allowed to proceed without state intervention, large
corporations thrive and previously restricted markets are opened to greater private
competition. In each country studied, the lack of clear legislation, policies and
programmes dealing explicitly with the role of food and agricultural MNCs has impacted
most severely on small-scale producers and operators, in a dynamic that enriches
owners and investors but simultaneously makes large sections of the populations of
each country poorer, more dependent and thus, more vulnerable.

MNC market dominance in agricultural input and production channels small farmers
towards a small variety of inputs that are tightly controlled by corporations at the
expense of a diversity of regionally appropriate seeds. This is a drain on farmers’
pockets and reduces genetic diversity in seed stock. MNCs also often dictate the
type of crops to be grown, for example MNC demand for sugar (as a cheap bulking
agent) has implications for where and how it is grown — using up farmland and valuable
environmental resources, which could otherwise be used to grow nutrient-dense foods
— processed into foods, traded and consumed. This has a knock-on effect throughout
the food system.

The impact of MNC dominance in processing and manufacturing:
MNCs use their power as the main buyers of crops (such as grains and sugar) to fix
at low levels direct purchasing prices from producers and to impose high sales prices
on consumers. In this way they maximise their profits, punishing producers, operators
and consumers.



The impact of MNC dominance in procurement on small operators:

By taking over procurement and shipping of fresh produce to capture added value,
large supermarket chains cut out middle men in the value chain, reduce the volume of
produce through fresh produce markets, and reduce the turnover and profitability of
independent retailers and informal traders.

The impact on consumption and on the food environment:

The increasing control of MNCs over the food environment, the unregulated operations
of the fast food sector, and the extensive advertising of “high status” fast foods, has
resulted in an environment saturated with unhealthy and cheap foods, with implications
for public health, hunger and nutrition. Each country in this study manifests some of
the highest figures for under-nutrition and overweight/obesity and associated non-
communicable diseases (NCDs), in the world.

The undermining of food security and inequality:

Many of the impacts demonstrated in the case studies have the potential to exacerbate
poverty and inequality in various ways. For example, anti-competitive behaviour in
various food and beverage sectors increases the price of staples and negatively effects
especially poor households. In-house trading allows MNCs to legally avoid paying
taxes to host nations, thereby depriving these countries of important revenue to fund
investment in development such as schools, public health, and infrastructure.

The overall conclusion of the report is that food security is not simply about
producing enough calories. The food system needs to allow these calories
to remain wholesome, affordable and easily accessible, in foods with
sufficient protein and micronutrients. More than just agricultural intervention,
there needs 1o be regulation of actors in the food value chain and economic
policies (such as subsidies and taxes) to make unhealthy foods more
expensive and healthy foods cheaper. Effective poverty reduction strategies,
safety nets and rural development programmes are a priority in order to
tackle food Insecurity in a sustainable way.
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GLOBALISATION, THE RISE OF “BIG FOOD”
& THE DOUBLE BURDEN OF MALNUTRITION

ood security refers to a state where “all people at all times have access to

sufficient, safe, nutritious food to maintain a healthy and active life”, according

to the 1996 World Food Summit hosted by the United Nations (UN). This means

that for a nation, region or household to be food secure, conditions must be
such that food is not only produced and available, but that people have access to it,
both financially and physically; and that food is used in a way that supports nutrition and
is safe to eat. The Mexican, Brazilian and South African food systems are dominated by
a small group of large MNCs of both foreign and national origin that control food inputs
and production, processing and manufacturing, storage, distribution and retail and, of
course, profits. This maldistribution of economic power threatens the food security of
these nations, undermines the productive role of small producers and operators, and
impacts particularly on the poor.

The domination of the food system by corporates operating beyond state levels began
in the post-World War 2 United States (US), accelerating with economic restructuring in
the 1970s, and further with liberalisation and the financialisation of world markets from
the 1990s. This evolution of economic globalisation' was underpinned by the ideology
of neo-liberalism which favours free-market competition (in a global market place),
minimal state interference, and the reduction of regulations to maximize profits.

Liberalisation of global trade has allowed private firms to thrive, powered by technological
advances in information, communication and transportation. The US food market
model was exported to Europe and then replicated in the global South, with global
policy mechanisms and regulations continuing to favour the interests of structures of
the global North (Bernstein, 2015; Friedmann, 1993).

The General Agreement on Trade and Tariffs (GATT) in the late 1980s and early 1990s
led to the formation of the World Trade Organisation (WTO) in 1995, and locked
participating countries into trade agreements skewed towards opening markets to the
private sector based in the core capitalist countries. The growth in agricultural exports
from these core industrialized countries over the past three decades is an indication
of a crisis of overproduction rather than a reflection of the health of global agricultural
production. Agricultural trade negotiations were designed primarily to resolve some
of these symptoms of crisis. Even if countries did not need to import, they had to
open their markets to this minimum exposure (Madeley, 2002). This has had major
implications for their systems of production and distribution as local producers and
distributors have been forced to scale-up to compete. This often has meant that smaller
enterprises were acquired by larger enterprises, and many went out of business.

1 The term ‘globalisation’ has multiple and often contested meanings. In this paper we use the term to mean “a process
of greater integration within the world economy through movement of goods and services, capital, technology and (to
a lesser extent) labour, which lead increasingly to economic decisions being influenced by global conditions™ (Jenkins,
2004).



When MNCs are more economically powerful than states

Globalisation has accelerated the growth and domination of MNCs both internationally
and regionally, so that many now have greater economic power than some states. For
example, at the beginning of the millennium:

e In 2014, of the 100 governments and corporations with the highest annual
revenues, 63 were corporations and 37 were governments (CIA, World Fact
Book, 2015; Fortune Global 500; 2015).

e The 100 largest corporations controlled assets of $3,400 billion, of which
40% were located outside their home countries.

e 500 TNCs controlled 70% of global trade, and just 20 of these controlled the
coffee trade; 6 held 70% of wheat trade; and 80% of the entire production of
world grain was distributed in just two companies - Cargill and Archer Daniel
Midland (Sikka and Willmott, 2010).

Increased MNC domination and concentration of power has led to growing inequalities
both between developed and developing countries, as well as within countries.
Governments of developing countries have become interconnected with corporate
strategies in ways that make them dependent and subordinate, resulting in the surrender
of strategic sectors, such as food and agriculture. The influence of MNCs on developing
countries is determined by their market power and their strategies for commercial and
productive penetration. This economic power has enabled them to influence national
institutions and national policy, based on their private interests.

The political “clout” of MNCs

The economic power of MNCs is accompanied by enormous political clout, especially
where strong or effective protection mechanisms have not been established to ensure
balanced policy-making. Even when balanced public policies are in place, economic
power at the transnational level may surpass the political power of nation-states. MNCs
use direct and more obscure tactics to further their interests, for example:

e Interference in knowledge production and diffusion: MNC discourse that
hunger and undernutrition are expressions of “absolute lack of food globally”
is being used to push mono-cropping, intensive and extensive use of GM
seeds and pesticides, as well as the expansion of “magic saviour” edible
products, such as ultra-processed products with added micronutrients. This
discourse persists despite extensive evidence to the contrary, for example,
according to the Food and Agriculture Organization of the United Nations
Statistics Division (FAOSTAT) in the last two decades the global per capita
food supply increased by 10% (FAOSTAT, 1992-2011).

e Interference in political decisions: The advertising, media and press industries
are intricately connected and often form an alliance to impede regulatory
measures unfavourable to MNCs - from lobbying in parliament, to behind-the-
scenes meetings with politicians and policy makers, to funding think-tanks to
influence national agendas and debates, and to drive public opinion against

11
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regulatory measures that negatively impact their businesses (Gomes, 2011;
2013). The Mafrig group, for example, an ultra-processed meat MNC, invested
more than half a milion US dollars funding electoral campaigns during the
Brazilian elections in 2014, including a campaign for the Governor of the State
of Mato Grosso - the State positioned as the second major meat products
exporter and the biggest soya bean producer in Brazil. Such interference in
the political system, be it the funding of electoral campaigns or lobbying in
parliament, critically undermines democracy and favours corporate interests.

e “Revolving doors”. MNCs move key personnel from public administration
into the private sector and vice versa. An analysis of the Boards of Directors
of different MNCs in Mexico, for example, identified that they share many
different directors and members, some of which have occupied positions in
government or chambers of commerce. In this way, corporations are able to
weave complex networks of connections based on their economic capacity,
allowing them to achieve political influence in different countries.

Maximising profits and minimising tax revenue payments

MNCs sometimes use the different regulatory and tax regimes of the many countries
in which they operate to legally avoid paying taxes to host nations. Transfer pricing,
for example, is a well-established practice worldwide, where MNCs conduct trade
and business between their subsidiary companies in different countries as a way of
maximising profits and minimising tax revenue payments. They “distort” their prices
artificially, to under-pay on taxes, to leverage economies of scale and competitive
advantage in various ways (such as through marketing, protection of intellectual
property, and the payment of royalties and rents on those), and to move profits to
offshore tax havens. It often involves, “maximising expenses in (a high-tax country)...
and income (in a low-tax jurisdiction) by moving trade between the two countries”
(PricewaterhouseCoopers, 2009).

The consequence for developing countries is the erosion of their tax base which
“undermines the fiscal base from which hundreds of thousands of workers in the state
sector are paid, and from which local investments are funded” (Alternative Information and
Development Centre (AIDC), 2015). Sikka and Willmott (2010) argue that such practices
“may enrich a few people but also deprive millions of people of clean water, sanitation,
education, healthcare, pensions, security, transport and public goods.”

Although transfer pricing and other activities behind the loss of capital are not all illegal
or direct tax evasion, they often involve moving money using trade “mis-invoicing”
(often achieved via valuation fraud) (AIDC, 2015), under-invoicing (Kar & Spanjers,
2014) and creative accounting. When MNCs are economically more powerful than
nation states it is often difficult and expensive for countries to track these transfer
pricing practices. Many developing countries, for example, lack the human capacity to
track the practices of companies that have greater annual earnings than the countries’
own GDPs.



In 2010, UK-based ActionAid conducted an investigation into
SABMiller (MNC brewing and beverage company headquartered
in London) in order to uncover tax avoidance behaviour of its
subsidiaries in six countries in Africa (Ghana, Mozambique, South
Africa, Tanzania, and Zambia) and in India. The findings were
that “governments in developing countries may have lost as much
as £20 million to SABMiller's expert tax dodging.” This is money
which should go into building schools, roads and hospitals.

1. Brand ownership transfer: By transferring the ownership
of African-brewed brands from domestic subsidiaries in
Africa to the Netherlands-based SABMiller International
BV, the multinational was able to leverage exiremely low
taxes on brand royalties there. This tax dodge is estimated
to have cost the African countries £10 million in 2009,/10.
By moving the Castle lager brand to the Netherlands
SABMiller office, the SA subsidiary SA Breweries pays £18
million (R274 million) in royalties each year to SABMiller
International BV, which is money that would otherwise be
paid into the SA fiscus.

3. By dealing with a Mauritian company, which can
hide behind “tax haven secrecy”, SABMiller's Ghana
subsidiary, Accra Brewery, may have avoided a tax bill of
£670 000 per year, af the time of the study.

13
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THE ROLE & INFLUENCE
OF MNCS ACROSS THE FOOD VALUE CHAIN

small number of large corporations and MNCs now dominate the food and

beverage sector as a whole, as well as specific commodity chains. These

“stateless” corporations operate across borders, are powerful in terms of

the governance of the flows in the food system, and are able to organise it
in their favour.

Of importance is the increasing institutionalistion of ownership of these large
corporations via stocks and shares owned by, for example, massive pension funds,
banks, private investment companies and other financial institutions. Often ownership
is widely dispersed between many institutions and shareholders, but there is general
agreement on expected returns on investment (ROI) over time.

A hallmark of the global trend towards centralisation of power and economic dominance
of a few large MNCs in the food value chain is “vertical integration” which includes:

e MNCs capturing more and more of the market share, profits and power in
their respective arenas, using foreign investment, mergers and acquisitions
(M&A) of rivals or smaller enterprises, or through new product development;

¢ Integrated supply chain management, where the whole supply chain is
managed under the direction of a lead firm; constantly seeking out supply
chain efficiencies which eliminate middlemen and perceived waste in the
system, with benefits accruing to those driving these processes; and, in
certain conditions, the vertical integration of production and distribution within
the corporation.

Agricultural inputs and production
Who owns the genes that become our food?

After World War 2, developments in plant breeding brought new varieties of staple crops
(hybrids) that were designed to be higher yielding than traditional varieties, particularly
when used as part of a technological package including synthetic fertilizer, intensive
irrigation and pesticides. This so-called “Green Revolution” changed the nature of
farming and looked like the answer to global hunger and food shortages. However,
two key threats emerged:

e Although these hybrid crops do yield well, the second and third generation
seed they produce does not. This means that farmers can no longer store
seed but have to buy fresh seed every year, becoming part of a cash economy



and being locked into a formal economic system (Greenberg, 2010; African
Centre for Biosafety (ACB), 2014).

e As technology has become more sophisticated, it has become more
proprietorial, owned by a small number of powerful agribusinesses that have
flooded the sector with these hybrids, marginalising the mainly genetically
diverse varieties farmers have cultivated for generations. Hybrids are also
usually based on standardisation which encourages mono-cropping, making
farmers less resilient in the face of drought, disease or other environmental
shocks. In 2005, the Food and Agriculture Organization (FAO) estimated that
three quarters of traditional crop plants were lost in the 20th Century. “At
the turn of the 21st century, 12 plants and five animal species generated
three quarters of the world’s food.... the result of a particular system of food
production that demands uniformity and yield over diversity and nutrition”
(ACB, 2012).

In addition to hybrids, agribusiness has also developed a model of seed engineer
ing and ownership, with the advent of genetically modified (GM) seeds, tailored to be
herbicide tolerant (HT) or with built-in pesticides (Bt).

Centralising ownership in agribusiness

As in other nodes of the food value chain a few large corporations dominate both the
seed and agrochemical industries. Hybrid and GM seed are now packaged with the
‘recommended” pesticides from the same company — locking farmers into buying and
using the bespoke agrochemical, or not being covered for seed failure if they fail to do
so. Monsanto’s maize and soybean varieties, for example, are modified to be resistant
to the company’s trademark weedkiller, “Roundup”.

“Ten companies control 75% of the world’s commercial seed market...and three of
them dominate: Monsanto (23% of market share in 2007), DuPont (15% of market
share in 2007) and Syngenta (9% of market share in 2007). These companies are also
pesticide producers that focus on the development of proprietary hybrid and genetically
modified seed” (ACB, 2014). Recently, Monsanto was in the news for its interest in
acquiring Syngenta, which appears to be likely in the short term future.

The impact on small-scale farmers

At the other end of the economic spectrum are small-scale farmers who fall into a number
of possible categories, ranging from, “supplementary food producers and allotment-holding
wage workers, both of whom engage in some food production for household consumption
with diiffering access to wage labour; worker-peasants who combine substantial agricultural
production with wage labour; petty commodity producers for whom farming is the main
source of income and who rely on a combination of own, family and hired labour; small
scale capitalist farmers who hire labour; and capitalists who farm but whose main income
comes from elsewhere” Cousins, (2009).

15
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All farmers, even the smallest, are integrated into the formal market in some way -
most, if not all, need to generate cash from their farming outputs in order to purchase
inputs. They are a captive market and are price-takers in a sector where only a few big
firms dominate.

The corporatisation of seed, the ownership of intellectual property related to genetic
materials in seeds, and locking farmers into the bespoke herbicides, undermines food
sovereignty and narrows farmers’ choices. It detaches farmers from the reproduction
of a fundamental component of farming and food security - the seed stock - and
forces them to pay for inputs they previously could have generated themselves. It
marginalises small farmers because the technologies are generally out of their reach
(owing to expense, or geographic distances from outlets) and inappropriate for their
conditions.

The planet of slums

Around the developing world, small-scale farmers are being forced off their land by,
amongst other things, direct displacement to make way for large-scale commercial
farming activities, tough economic conditions, limited returns on their economic activity,
lack of competitiveness or access to markets, and environmental crises linked with
climate change and resource over-extraction.

Many of these farmers move to nearby towns and cities in search of economic
opportunity. However, often these localised economies cannot provide the jobs and
social services for these economic migrants, who are forced to settle in informal
settlements on the economic margins of these urban hubs. This process of “jobless
deagrarianisation” is contributing to what urban theorist, Mike Davis calls “the planet
of the slums” (Davis, 2006).

In addition, many large commercial farmers have also moved towards towns and cities,
in response to factors such as increased input costs, tighter margins, and unfavourable
agricultural policies.

Frocessing and manufacturing

MNCs use their power as the main buyers of crops (such as grain and sugar) to fix at
low levels direct purchasing prices from producers and to impose high sales prices on
consumers. MNC dominance in the food system and in specific commodity chains
contributes towards creating an “abnormal” food environment (Lancet, 2011), which
has implications for public health. Not only does this destroy nutrients, it also removes
much of the taste and colour from food. The global food industry compensates by
adding artificial flavourings, colourings and chemical preservatives so as to extend the
shelf-life that foods destined for the global marketplace require. MNC monopoly in the
sugar milling sector and in the manufacturing of processed products (where sugar is
used as a cheap bulking agent), has the following effects:



¢ |t marginalises small operators and small farmers. In Brazil, for example,
Guinn and Hamrick (2014) point out that, “since the 1990s small farmers
have been largely excluded from sugar value chains (for both refined sugar
and ethanol), as mills and distilleries have acquired land in order to vertically
integrate backward into sugar cultivation, a process which has been linked
to violations of indigenous land rights, forced removal of peasants and other
human rights violations.”It displaces healthy calories, both in terms of the
kind of nutritious crops farmers could grow, and also in terms of consumption
where people eat these “dead calories” instead or nutrient-rich ones. This in
turn contributes to the increase in a number of illnesses, such as diabetes,
heart disease and certain cancers.

e Growing sugar uses up farmland, as well as valuable environmental resources
needed to grow it, which could otherwise be used to grow nutrient-dense
foods.

And yet the demand for sugar means that how it is grown, traded, processed into
foods and consumed, has a knock-on effect through the whole food system.

Procurement and sales

Globally, studies show that the concentration of power within the sector allows large
retail chains to become ‘lead firms’ in the food value chain, enabling them “to dictate
terms and demands to other chain participants further upstream” (Gereffi, et al., 2005).
Their bargaining power, for instance, allows supermarkets to pass costs such as
packaging costs, back up the supply chain, and thus protect their own margins (Qeqge
and Cartwright, 2005). The effect is to increase the costs and risks of farming, but the
bind is that supermarkets will only deal with farmers who are able to carry these costs
and risks. This often results in the exclusion of small-scale farmers.

In addition, many large retail MNCs take over their own procurement and transportation
of fresh produce to capture added value. In so doing, they cut out middle men, reduce
the volume of produce through fresh produce markets, and reduce the turnover and
profitability of independent retailers and informal traders.

Supermarkets set rigorous standards around the aesthetics of fresh produce which are
of concern for two reasons:

e Accessing formal retail markets is an important way of boosting rural
development and small scale farmer success. However, small-scale farmers
struggle to gain access to large retail chains, as they often cannot produce
sufficient volumes, or guarantee regularity of supply, or meet retailers’ often
stringent aesthetic and safety standards on fresh produce (Reardon, 2003.)

¢ These standards are linked with high levels of food waste at the retail node of
the value chain. The FAO reports that a third of all food produced for human
consumption is lost or goes to waste at some point from farm and consumer,
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and notes that supermarkets and consumers may need to loosen these
standards in order to reduce food waste from retailers (FAO, 2011).

[The "nutntiondl transition” and the "dietary transtion’

The public health community has drawn a direct link between the increasing sales
of ultra-processed foods and beverages, the aggressive marketing and promotion
strategies used by MNCs (to promote the perception that these products are desirable),
and the epidemic rates of obesity and non-communicable disease (NCDs) globally.
MNCs are viewed as direct drivers of these epidemics and as undermining NCD
prevention and control (WHO, 2003; Moodie, et al, 2013).

In the developing world especially, the change from a situation where undernutrition
predominates, to one where overweight and obesity are the leading nutritional disorders
has been termed the “nutritional transition”. However, we are also seeing a more
complex picture of the nutritional status of populations, resulting in a mixed disease
pattern that occurs over a protracted period of time. Increasingly, in the same country,
in some population groups there is the traditional decrease in diseases related to
under-nutrition and infectious diseases, which are clearly underpinned by poverty, and
an increase in non-communicable diseases (NCDs); while in other population groups
there exists a “dual burden of both poverty-related diseases and NCDs” (Frenk, et al
1989). Underlying this “dual burden” is a “dietary transition” - a general shift to a diet that
is higher in calories, less diverse, lower in fibre, and made up of more highly processed,
energy dense but nutritionally poor foods, that are linked with overweight and obesity,
and related to NCDs. The rise of Big Food is a key factor in this transition.

"As a result, many low- and midadle-income countries now face a
growing burden from the modem risks to health, while still ighting an
unfinished battle with the traditional risks to health’

(WHO, 2009).

South Africa, for example, is battling with this “dual burden”; Brazil and Mexico also are
experiencing a rise in overweight and obesity. While Mexico still has a persistence of
under-nutrition and nutritional deficiencies, Brazil has made huge strides in this regard
(Monteiro, et al, 2010).

MNC domination impacts poverty, inequality and food security

MNC “capture” of the food value chain is a driving force behind economic, political
and land inequality and has serious implications especially for those living in poverty,
including families and their children. This corporate capture can take many different
forms, which undermine not only food security, but struggles for meaningful democracy,
and against poverty and inequality.



1he wheeal of misfortune

An unhealthy, cheap diet, NCDs and poverty, create a vicious cycle that further
entrenches poverty and inequality, as shown below.
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Global market interests control the food value chains in South Africa, Mexico and Brazil
—to varying degrees, constituting a serious threat to food sovereignty, the environment
and the living conditions, and placing the populations in each country in a situation of
high vulnerability and dependency.
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2. THEz POLCY FRAMEWORK
IN SOUTH AFRICA, BRAZIL & MEXICO

any domestic markets in the global North have peaked, and MNCs now

view South Africa, Mexico and Brazil as important emerging markets,

as well as gateways into the African and Latin-American continents.

According to a Nestlé Press Release (February 21, 2008), “Popularly
positioned products (PPPs), aimed at lower income consumers in the developing
world, will continue to grow strongly in 2008 and beyond. Nestlé PPPs, which mostly
consist of dairy products, Nescafé and Maggi culinary products, grew by over 25% to
reach around CHF 6 billion in sales in 2007. The overall market for such products in
Asia, Africa and Latin America is estimated at over CHF 80 billion.”

However, although each of these countries has experienced some economic growth
since the year 2000, they each continue to struggle with high levels of poverty and
inequality. According to Guinn and Hamrick (2014), “The inequalities that characterize
these emerging economies (Brazil, India, Mexico and South Africa) are expressed
throughout the food system, affecting both producers and consumers of food. On
the production side, even as small farmers and agricultural laborers face resource
shortages, threats to land tenure and dwindling market access, large, often transnational,
agribusiness corporations have enjoyed steadily growing revenues. With respect to
consumption, poverty and income inequality undercut the ability of many consumers
to purchase adequate, nutritious food.”

This section provides an overview of the local policy landscape in each country which
has enabled large conglomerates to operate and thrive on the one hand, and has
marginalised small producers and operators on the other.

THE CASE OF SOUTH AFRICA (SA)

While coming under pressure from more dynamic West and East African economies in
recent years, South Africa (SA) still plays an important role as one of the most developed
capitalist economies in Africa with a large continental footprint, not only in food and
retail but in mining, construction and infrastructure, banking, telecommunications,
logistics and other fields. SA businesses are playing a vital role in reshaping the food
value chain in Africa.

Nutritional status and diet in South Africa

South Africa is capable of producing enough calories to adequately feed its entire
population (Oxfam, 2014). However, “one in four people currently suffers hunger on a
regular basis and more than half of the population live in such precarious circumstances
that they are at risk of going hungry.” (Oxfam, 2014)



According to the South African National Health and Nutrition Examination Survey
(SANHANES) in 2013:

e 26% of the population was actually facing hunger- this is approximately 13
million people; 32.4% live in urban informal' areas ; and 37.0% live in rural
informal areas.

e Afurther 28% of the population was at risk of facing hunger - 36.1% in urban
informal areas and 32.8% in rural informal areas.

e The lowest prevalence of hunger (19%) was in urban formal areas.

e Poor communities have “bad access to good food and good access to bad
food” (Key informant, Oxfam, 2013).

e The prevalence of childhood stunting in SA has been between 20-30% for the
past 20 years, with stunting being higher in children under three years (Said-
Mohamed, et al, BMC Public Health (2015).

e QObesity levels are at 42% for women - amongst the highest in the world.
(Oxfam, 2014).

Economic-historical context

The apartheid government began the process of privatisation and liberalisation of the
economy in the 1980s in response to economic and political crises that had both global
and domestic causes. On the domestic front, statutory regulatory systems governing
agricultural and food products in the era of national regulation up to the 1970s were
dismantled and replaced with a combination of “market regulation” and industry self-
regulation.

Amendments to the Cooperatives Act in 1993 allowed the co-operative infrastructure
to be removed from farmers’ hands, and then corporatised and privatised. The classic
example is Afgri, which went from the farmer-owned Oos-Transvaal Koop (OTK) to
a corporatised entity operating in agricultural input supply and services, and grain
handling and trading, to a MNC with global reach, to a dismembered entity under
control of foreign financial interests.

Policies affecting food security

The Department of Agriculture, Forestry and Fisheries (DAFF) is responsible for
maintaining the general agricultural sector in South Africa. Its mission is to advance “...
food security and agrarian transformation in the agricultural sector through innovative,
inclusive and sustainable policies and programmes” (DAFF, no date).

The impact of MNCs on small-holder farming is therefore squarely situated within
the department’s remit. What is obvious is the lack of clear legislation, policies and
programmes related to the impact of MNCs on small farmers and food production.

1 In SA, this is defined as: ‘An unplanned settlement on land which has not been surveyed or proclaimed as residential,
consisting mainly of informal dwellings (shacks)’ (Statistics South Africa quoting the 2001 Census).
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The absence of specific legislation dealing explicitly with the role of MNCs and their
impact on the food system, food security and the livelihoods of small scale farmers is
perplexing considering the importance of food security as highlighted in Section 27 of
the Constitution of 1996.

The economic power of MNCs in South Africa

South Africa took a significant geo-political turnin the year 1994: with the first democratic
elections following minority rule, when political and economic barriers against apartheid
fell away. The new ANC government adopted a neo-liberal economic policy involving
deregulation and reduction of state involvement in the economy, selected privatisation,
corporatisation of state entities, and opening previously restricted markets to greater
private competition. In the process, it opened up its borders to many of the MNCs in
the food sector, which were quick to capitalise on this new potential market, both in
South Africa, and later using South Affrica as a springboard into the region.

Today, a number of MNCs from the US, Europe and elsewhere operate in the South
African and southern African food value chain. Other corporations are still majority-
owned by institutions or individuals whose businesses are based in South Africa and
are expanding into the region (Igumbor, et al, 2012).

Who are the farmers?

There is concentration of ownership amongst farmers in South Africa. Today, about
35 000 medium and large commercial farmers produce most of South Africa’s food.
These are capital intensive enterprises feeding formal domestic and export value chain.
In 2005, 0.6% of the 35 000 farmers generated a third of agricultural income, and 5%
accounted for 53% of gross income (Liebenberg, 2013). Concentration of ownership
and production is likely to have intensified since then.

In addition to the 35 000, there are about 2.5 million households producing small
quantities of food, mostly for household use, with surpluses supplying local formal and
informal economies (Cousins, 2009). Importantly they are all “integrated into capitalist
relations of production, whether directly in agriculture through input supply markets or
sales of produce, or in the broader sense of being locked into a cash economy to meet
at least some of their needs” (Cousins, 2009).

THE CASE OF BRAZIL

Brazil, like South Africa, is characterised by extreme inequality, and although income
inequality has been reduced in the past few years, it is still extremely high, with 41.7%
of total income in the hands of 10% of the population (IGBE, 2012). These inequities
are expressed in Brazil's socio-political upstream structures, agrifood systems
configuration, and nutritional problems.



Nutritional status and diet in Brazil

From the 1970s onwards, and particularly between 1996 and 2007, Brazil succeeded
in decreasing childhood under-nutrition by approximately 50% through implementing
strong public policies, such as increased maternal schooling, increased purchasing
power of families, and expansion of health care (Monteiro, et al, 2002; 2009).

Until the 1990s childhood obesity remained below 5%; however after the 1990s, it
quadrupled (Instituto Brasileiro de Geografi a e Estatistica (IBGE), 2010). While under-
nutrition remains a problem among vulnerable population groups, overweight and
obesity have continued to increase across the entire population (IBGE, 2010).

Contributing to this scenario is the increasing displacement of traditional healthy
foods, such as the mixture of rice and beans, by ultra-processed edible products
(IBGE, 2010; Monteiro, et al, 2013). In less than two decades (1987-2003) the share of
ultra-processed edible products in Brazilians’ food baskets increased from 18.7% to
26.1% (Monteiro, et al, 2013), and the most recent representative data of Brazil (2008-
2009) shows that 50% of adults, one fifth of adolescents and one third of children are
overweight/obese (IBGE, 2010).

Economic-historical context

Established by law in 2006, the National System of Food Security and Nutrition (SISAN)
is based on the right of all citizens to regular and permanent access to adequate food,
and reinforces government’s responsibility to promote and guarantee the population
food and nutrition security. Different formal entities form part of this system (generally
comprised of one-third government and two-thirds civil society delegates), including
amongst others:

e A national conference, which is responsible for assessing the priorities for the
National Policy for Food and Nutrition Security (PNSAN), and implementing
the national action plan, which gives life to SISAN.

e An executive power, which assists with the above, and provides information
to the cross-ministerial chamber and national council.

e State and municipal level entities, which are responsible for conceiving,
implementing, monitoring and evaluating their respective local plans of
actions.

e [Food and nutrition security forums.

e Various private institutions.

Policies affecting food security

Policies and programmes have led to the structuring of food production and supply in
a way that strengthens traditional and local food systems, for example:

e The National School Food Programme receives a budget for school meals,
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which in 2015 amounted to $US1 billion a year for 42.6 million children,
adolescents and adults. Seventy per cent (70%) of this must be spent on
fresh vegetables and fruits, and other fresh or minimally processed foods;
of which at least 30% should be locally sourced from family farmers (Law
11.947, 16 June 2009).

e The aim of the Food Acquisition Programme is to promote access to food
and to encourage family farmers. The government buys produce from family
farmers and provides this food to populations living in vulnerable conditions
that are food insecure and nutritionally vulnerable, as well as to those on social
security (Law 10.696, 02 July 2003; Decree 7.775, 04 July 2012; Decree
8.293, 12 August 2014).

The economic power of MNCs in Brazil

While this formalisation of social participation and control is positive, itis counterbalanced
by aggressive intervention by corporations. For example, the National Health
Surveillance Agency (ANVISA) of the Ministry of Health is responsible for regulating
products, advertisement and other marketing strategies for products that are harmful
to health (including edible products, cosmetics, and domisanitary products?). In 2010
ANVISA published the first formal regulation for the advertisement of food and drink
products high in sugar, fats, salt and energy. Before this regulation could be enacted,
action taken by MNCs resulted in its suspension (Jacoby, 2012).

Agribusiness also has a parliamentary front® dedicated to advancing its interests - the
Chamber of Deputies’ Agriculture Commission — which it has used in various ways, for
example:

¢ To try to push through legislation to remove indigenous people from their land,
violating ethics and social justice, and also infringing the rights of indigenous
people to their land, as guaranteed in the Brazilian Constitution of 1998.

e |t has removed from legislation the compulsory reassessment of pesticides
every five years after approval. Now all pesticides approved before and since
1993 have lifetime approval, despite their human health and environmental
impacts, unless the health, environment or agricultural authority requires
an extraordinary reassessment. Not being compulsory, these are difficult to
institute, so that highly toxic biocides (banned elsewhere in the world) are
still approved, making Brazil the largest pesticide consumer worldwide since
2009 (Londres, 2011; Céleres, 2014).

e Current legislation provides that if a product contains more than 1% of
GMOs, a ‘T’ symbol must be on the label. However agribusiness has drafted
legislation to remove this symbol, enabling them to hide the use of GMOs
from consumers. This draft legislation was approved during its first round of
votes, and at the time of writing this report was being debated in the Senate
(Verdélio, 2015).

2 These include products e.g. for household cleaning, insecticides and gardening..

3 Once elected to parliament, parliamentarians can formally organize parliamentary chambers (called Parliamentary
Fronts. Parliamentarians decide on the name of the Front, their area of work, agenda and strategies to advance their
agenda (e.g. voting as a block). Agendas and strategies are not public. MNCs are known to fund electoral campaigns.



e Besides the expansion of GMOs, other factors have influenced the increase in
the use of bespoke biocides, for example, legislation allows aerial dispersion
(Permanent Campaign Against Pesticides and for Life, 2012); biocides and
synthetic fertilisers are 100% exempt from three different taxes; and a further
60% tax exemption for biocides is being considered (under the State Tax on
Circulation of Goods and Services, ICMS).

Who are the farmers?

The last Brazilian Agricultural Census (2006) revealed that: 76% of the total land used
for agriculture and livestock production is owned by landowners; 47.2% of this land is
occupied by large rural properties; 10.2% is occupied by small rural properties, with
indigenous properties occupying less than one fifth of the land (Farah, 2015). Eighty-
six percent (86%) of the smaller rural properties are owned by “family farmers”, defined
as those practicing rural activities who simultaneously meet other criteria, such as not
owning large properties* , and mainly using family members to work on and manage
their land. Artisanal fisherman, indigenous people, maroons® and other native and
traditional people may also fit this definition (Law 11.236/ 24, July 2006).

Family farmers produce most of the food for the domestic market, while landowners
are predominantly focused on exporting their commodities. For instance, 70% of
beans, essential staple foods, are produced predominantly by family farmers; while
84% of landowners produce soybeans — a crop rarely consumed by Brazilians, but in
high demand by meat corporations in Brazil, China and Europe, and mostly produced
with GM technologies and biocide-use (IBGE, 2006). Between 1991 and 2013, Brazil’s
largest soybeans producer (State of Mato Grosso) doubled its deforested area (IBGE,
2015).

THE CASE OF MEXICO

Like South Africa and Brazil, Mexico struggles with high levels of inequality and poverty,
especially amongst the rural and indigenous populations, with a concentration of
wealth, land and power in the hands of a few large stakeholders, The productive model
imposed by agroindustrial MNCs has had a negative impact on living conditions, as
it does not seek to produce food for domestic/local consumption and thus impinges
on national food sovereignty. This dynamic also threatens the environment since the
agricultural sector must adopt a technological package in accordance with the needs
of the global market.

4 Properties should be relatively small in relation to the size of the municipality. No larger than four fiscal units (a unit of
size used for the purpose of the law, which varies depending on where the property is located). For instance, to be consid-
ered a family farmer in Passo Fundo (State of Rio Grande do Sul) property cannot be larger than 64 hectares (0.64 km?2),
at Boca do Acre (State of Amazonas) family farm property cannot exceed 400 hectares (4 km?2).

5 Descendants of slaves. There are many communities in Brazil that were built to resist slavery and have remained organised.
are descendants of slaves
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Nutritional status and diet in Mexico

According to the Global Nutrition Report (2014), Mexico has made significant progress
in reducing undernutrition, with stunting rates having decreased from 26.9% in 1996
to 13.5% in 2012. However, Mexico is now facing unprecedented challenges from
overweight and obesity, with almost 70% of its population being overweight (BMI=25)
and about 1 in 3 adults being obese (BMI=30) (International Food Policy Research
Institute, 2014).

Economic-historical context

The industrial development achieved by the Mexican economy between 1950 and
1970 was founded on a process of internationalisation. In 1986 the government
formally adhered to the policies of trade liberalisation regulated by the then General
Agreement on Tariffs and Trade (GATT), consolidating these policies in 1994 with
the North American Free Trade Agreement (NAFTA). Based on this model, part of
the Mexican agricultural sector was inserted into a value chain controlled by global
market interests. This continues to constitute a serious threat to food sovereignty, the
environment and the living conditions of the Mexican population, placing Mexico in a
situation of high vulnerability and dependency.

Policies affecting food security

Fiscal discipline is one of the main principles of the neo-liberal economic policy, with
cutting public spending as the central mechanism used to achieve it. In this budget
cutback, the farming sector in Mexico was hardest hit. In 1980, public spending
allocated to this sector represented 13% of the total budget; by 2010 it was barely
2.5% (CEPALSTAT, 2011). This cutback reduced the extent of national agricultural and
livestock production. Monetary policy has resulted in the overvaluation of the peso
against the US dollar, limited exports, impacted negatively on national food production,
and increased food imports from the US.

Policies to attract Foreign Direct Investment (FDI) reached a cumulative sum of $818.2
million for the agriculture and livestock sectors between 1999 and 2014. Although
this amount represents a mere 6% of the overall amount of FDI, the majority being
attracted by the industrial sector® the food industry is currently the fifth highest FDI
recipient. The greatest FDI flows in 1999-2014 came from The Netherlands (66.3%),
Switzerland (21.9%) and the US (5.7%) (ProMéxico, 2015).

Between 2002 and 2012, the agriculture and livestock sector, which grew at an
accelerated pace globally, brought in $22.4 billion to Mexico. In 2012, the production
of processed foods globally was valued at $4.657 billion, 2.7% of which was produced
in Mexico, placing it ninth worldwide. Due to price policies and a low cost structure,
Mexican territory is attractive to MNCs because operations generate greater net profits,

6 The mining sector has sustained accelerated growth of FDI; participation through 2005 continued to be less than 1% but
by 2012, FDI in mining represents 15.3% of the total. (SE-DGIE, 2015)



totalling $28.339 billion, much higher than Brazil ($19.329 billion) and Canada ($5.750
billion) (SE, ProMéxico, 2013).

FDI comes from MNCs and aggravates the centralisation of existing capital. In the
case of the food and beverage MNCs, it is aimed at agribusiness, suggesting that the
attraction is low input costs to the detriment of national rural producers.

The economic power of MNCs in Mexico

The food and agriculture system in Mexico is highly centralised; each segment being
dominated by a small group of companies with 33 main agribusiness MNCs dominating
the market (Expansion magazine, 2006-2013).

In 2013, their cumulative sales reached $1,831,616,000,000 pesos - 15% of total sales of
the 500 most important companies in Mexico; operating profits were $131,633,000,000
pesos - 6.8% of the total; and they directly employed 1,013,377 people - 25.2% of the
total jobs generated by the 500 companies (Expansion magazine, 2006-2013). Their
combined sales represented 11.9% of the total GDP and 361.3% of the Agricultural
GDP’. Fourteen of the 33 MNCs are foreign companies: 2 Swiss; 1 French; 1 Brazilian;
1 Dutch; 1 British with Dutch capital; and 8 US. The cumulative sales of these 14
MNCs were $827.595 billion pesos, 45.2% of the total sales reported by the 33 main
agribusiness MNCs. Although some are listed as national companies, such as Coca-
Cola de México, they are actually subsidiaries of foreign parent companies.

The power relations of agro-industrial MNCs in Mexico

The sphere of control of agro-industrial MNCs that operate in Mexico continues to
grow through a network of relations established with companies in the financial sector,
in different branches of production and commerce, as well as with people and bodies
in the government. This is demonstrated by the interconnections in the composition of
the Boards of Directors of the corporations themselves®. This reveals a power elite that
benefits from symbiosis and cooperation to organise and influence national economic
and political activity. Some of the Boards of Directors of agroindustry MNCs include
politicians in the Mexican government®.

One of the objectives of the Federal Economic Competition Act (LFCE) is to protect free
competition through the prevention of monopolies and monopolistic practices, stating
that all economic agents, both public and private, are subject to this law (Fernandez,
2012). The Federal Law on the Administrative Responsibilities of Civil Servants prohibits

7 Calculation of this relation was based on current values.

8 The approach used for this analysis of MNC Boards of Directors does not seek to study the structure of ownership,
rather the process by which an elite that controls different Boards of Directors influences corporate decision making.

9 Examples include: Eduardo Robinson Bours Costelo, from Industrias Bachoco, was the municipal president of Cajeme
2000-2003 and governor of the state of Sonora 2003-2009 for the Institutional Revolutionary Party (PRI); From 2000-
2006, Mexico was governed by Vicente Fox Quesada, who was president of Coca-Cola for Mexico and Latin America
prior to his presidency. During that period, the director of the National Water Commission was Cristébal Jaime Jaquez,
who was the CEO of Coca-Cola Mexico for 12 years, the CEO of Grupo Visa (a leading water bottling company) for
seven years, and the CEO of Grupo Lala, etc. (Andrés Barreda, 20006).
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public servants from obtaining private benefit from their public office, so as to avoid
conflicts of interest but this legal framework is violated by certain MNCs.

Who are the farmers?

The structure of land ownership in Mexico is highly concentrated'®. Data from the
agricultural census from 1991 and 2007, show that over 50% of rural production
units are small plots of land and only 0.3% are 1 000 hectares or larger. Small-scale
producers own just 6% of land nationwide, whereas 40% of landowners own larger
plots (1 000 to 2 500 hectares or 2 500 hectares or more). There Seventy per cent
(70%) of the small-scale producers with small parcels of land are concentrated in eight
states: Puebla, the State of Mexico, Oaxaca, Veracruz, Hidalgo, Guerrero, Chiapas
and Michoacan. The majority of these states are in the central-southern region of the
country, where the negative social effects of the MNCs are most severe. This has led to
a divide, specifically in the agricultural world, between northern and southern Mexico.

MNCs have not created a better food supply that can satisfy the demands of the
Mexican population. This is demonstrated by the fact that 22% of the national
population are located in the states with lack of food access'?, despite two of these
states (Michoacan and the State of Mexico) with the poorest food access being among
the eight states that contributed the greatest value to national agricultural production
in 2010 (CONEVAL, 2010).

MEXICO
Stratification of farmers aggravated by public policies

In México, states with the highest number of small-scale farmers have the lowest rates
of social development, and suffer the most severe effects of the current agricultural
model, in a dynamic that makes the entire Mexican population more dependent and
thus, more vulnerable. Public spending is not channelled to small-scale producers:
“60% will be destined solely to 20% of the registry of beneficiary producers...[who will]
receive $58,217,000,000 pesos from 2006 to 2012 in farming subsidies, on behalf of
the federal government” (Lara, 2014).

This condition is annually reinforced with the implementation of national public policy.
The clearest example of this is in PROCAMPQO™. In 2013, this programme achieved
its national objective by delivering annual amounts from $19 to $6,500 pesos to small-
scale producers, yet also made deliveries such as to Rancho El Toro, in the state
of Tamaulipas, which received $2,363,911 pesos. This same inequality is repeated

10 The agro-industrial MNCs that operate in Mexico are not necessarily the owners of these large pieces of land. We have
not been able to prove that MNCs control food production and distribution, as well as being the direct owners of land, as
in other countries.

11 Censo Agropecuario 1991 y 2007 (INEGI, VI Censo Agropecuario, 1991) (INEGI, VII Censo Agropecuario, 2007).
12 Lack of food access: Persons with little variety in diet and some food occasionally skipped for lack of financial re-
sources during the past three months (Dictionary of CONEVAL).

13 This programme was applied in Mexico for 20 years. During its final stages, it had the objective of finishing the entry
of producers in the rural areas of Mexico...to thus support attention to needs regarding the right to food... Now, this pro-
gramme has been updated, introduced as PROAGRO, with important patterns and differences.



year after year throughout the country. This programme turns public resources into
a savings fund for large landholders and fails to promote production or assistance to
achieve the right to food.

In 2013, PROCAMPO distributed $12,220,200,000 pesos to 2,197,506 producers
(for the Fall-Winter (FW) 2012/13 and Spring/Summer (SS) 2013 cycles), covering a
surface area of 11,315,000 hectares. The FW cycle received proportionately more
resources than the SS cycle, even though the FW cycle had a greater number of
potential beneficiaries. The FW cycle received 21.8% of the total resources, distributed
to 16.1% of the benefitted producers, whereas 78.2% of the resources were allocated
to the SS cycle, with 83.9% of the producers (Secretariat of Agriculture, Livestock,
Rural Development, Fishing and Food SAGARPA), 2013). This is unpacked in more
detail below.

e Spring-Summer (SS): The eight states that registered the highest number of
beneficiaries for the SS cycle coincide with six of the states with the highest
number of small-scale producers (Chiapas, Oaxaca, Puebla, Veracruz, Guer-
rero and Michoacan) and concentrate 51.6% of the beneficiaries from the
SS cycle. Nevertheless, they only received 36.4% of the national resources
allocated to this cycle. Chiapas, for instance, received $729,064,482 pesos
for 188,215 producers during the SS cycle; 87.3% of these were small-scale
producers who received 62.2% of the resources in amounts'™ that range
from $26 to $6,500 pesos; medium-scale producers constituted 11.8% of the
beneficiaries, with 28.2% of the amounts assigned to this state, with amounts
of support from $4,825 to $26,000 pesos.

e Fall-Winter (FW). Five states (Tamaulipas, Sinaloa, Sonora, Veracruz
and Guanajuato) from the central-northern part of the country received
$1,962,000,000 pesos, equivalent to 74.8% of the resources channelled by
the federal government to Mexican farms during this cycle. Tamaulipas, for
example, received $863,257,830 pesos (33.2%) during the FW cycle, which
was distributed to 39,933 producers (8.9%) as shown in Figure 1. A group of
eight producers in this state (0.02% of the beneficiaries) received $13,551,800
pesos, 1.6% of the total resources’™.

Figure 1: Tamaulipas: Producers and resources delivered by PROCAMPUS, by size of parcel of land, 2013
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Source: SAGARPA, 2013

14 These amounts were taken from the registry of PROCAMPO beneficiaries in 2013 (Listado de Beneficiarios de PRO-
CAMPO 2013). The programme’s Rules of Operation state that for plots of land smaller than a hectare the amounts will
be rounded up in order to pay out the amount corresponding to a hectare; however, the records indicate that this rounding
up did not occur.

15 Two of these were the Rancho El Toro de San Fernando S.P.R. de R.L., which received $2,363,911 pesos, and Canti
Noyola S. de PR. de R.I., which received $2,125,625 (SAGARPA, 2013).
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3. THz MPACT OF MINCs
ACROSS THE FOOD VALUE CHAIN

lobal ownership and control of the food value chain is proceeding apace.

The monopoly control of a few large global MNCs is seen particularly in

agricultural inputs and production, and in processing and manufacturing,

and retail. In other nodes of the food system (while there is considerable
concentration of ownership under MNCs), the presence of national corporations is
more visible and demonstrated through country-specific case studies.

This section is structured according to the different nodes of the food value chain, with
both composite and country-specific case studies illustrating in each node, where
appropriate.

AGRICULTURAL NPUTS AND PRODUCTION

CASE STUDY 1: SEEDS AND AGROCHEMICALS

(South Africa, Brazil and México)
(MNCs: Monsanto; DuPont (Pioneer), Syngenta)

The seed and agrochemical sector is highly concentrated in South Africa, Brazil and
México, as it is worldwide, with mainly three MNCs controlling almost 50% of all seeds,
including GM seeds — Monsanto; DuPont; and Syngenta (ETC Group, 2015). Bayer,
Syngenta, Basf, Dow Agrosciences, Monsanto and DuPont are the largest producers
of agrochemicals, concentrating approximately 75% of global trade.

SOUTH AFRICA (SA)

The African Centre for Biodiversity (ACB) estimates that SA’'s share of the global seed
market (itself valued at US$45 billion in 2012) is US$450 million, while the African
market is about US$1.1 billion. The two US based companies, Monsanto and DuPont
dominate the SA hybrid and GM seed market. Currently, maize, cotton and soybean
are the only GM crops grown commercially in SA; however, there are advanced trials
on many other crops.

The footprint of GMOs in South Africa

According to the ACB:
¢ The Genetically Modified Organism (GMO) Act was passed in South Africa
in 1997 and the first commercial crops were planted in 1998 - an IR
Monsanto cotton and maize, followed by a HT'” Monsanto GM soybean
variety.

16 Insect resistant.
17 Herbicide tolerant.



e Between 2008 and 2012, the government issued 1 458 GMO permits for
commercial growing, field trials, imports and exports of seed — 1 200 for
maize alone, and the rest for cotton, soybean, sugar cane, cassava and
sorghum. Seventy-six percent (76%) of the permits went to Monsanto,
Pioneer Hi Bred and Pannar Seed which together owned 84% of all
registered varieties of GM maize.

e |n 2012 it was estimated that GM seed sales were 77% for maize, 100% for
cotton and 78% for soybean.

Implications for small-scale farmers

The SA cotton industry has essentially died out, despite the widespread adoption
of GM seed and efforts to get small-scale farmers to use GM seed, for example in
the Makhathini Flats in northern KwaZulu-Natal (Pschorn-Strauss, 2005; Patel &
Witt, 2005). Reasons include factors beyond input supply (e.g. global markets and
competition), however evidence shows that the seed initially performed well before its
performance dropped drastically. With the complete dominance of the GM model, the
industry could not survive.

GM maize and GM soya, as the basis for industrial-scale crop rotations for bulk
standardised products designed for industrial processing, have facilitated the
consolidation of farm lands for economies of scale.

The flood of grain onto the market makes it difficult for small and medium sized
commercial farmers to compete in formal markets, and those who choose not to
compete are still forced to sell their maize cheaper in local markets because of the option
of cheaper maize from the large bulk producers. This may be good for consumers in
the short term, but discourages farmers from producing surpluses.

As farmers seek yield and their own economies of scale in order to make money from
their productive activity, the variety of maize choices declines to a smaller number
of hybrid and GM seeds and industrially processed maize brands with standardised
characteristics.
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BRAZIL

Brazil is among the 17 so-called megadiverse countries, and its agrobiodiversity is
one of the pillars of its food system. It enables the population to be supplied with
sufficient, good quality, nutritious foods all year round, while also fulfilling the socio-
cultural, environmental and economic dimensions of food and nutrition. However, the
expansion of GM seeds and monocrops has a severe impact on the agro-food system,
eroding agrobiodiversity, jeopardising access to natural resources and land, resulting in
impoverished diets, as well as the erosion of the right to food and nutrition security and
sovereignty (IDS IBGE, 2015). In 2005, a National Biosecurity Commission (CTNBIo)
was formally created to provide technical advice to the federal government on the
national biosafety of GMOs. However, the Commission has gone beyond its advisory
mandate, and now also approves the commercialisation of GM plants and other
requests from MNC seed corporations (CTNBIo), 2006).

The footprint of GMOs in Brazil

Brazil is currently the second major GMO producer in the world after the US, with an
estimated 93% of soybeans and 83% of maize being genetically modified (Massarani,
2012). This has resulted in an expansion of land for GMO products by more than 600%
in a single decade, from 5.7 million hectares to 42 million hectares (Céleres, 2014). As
an example, the increasing domination of soybeans and sugar-cane monocrops over
diversified agriculture, has significantly reduced the diversity and evenness of edible
plant-based foods’ harvested areas, as shown in Figure 2.

Figure 2: Soybean and sugar-cane domination, and agricultural diversity and evenness of harvested area for
edible plants in Brazil (2000/2012)
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Source: FAOSTAT Database. FAO, 2015

More than half of the GM seeds used in Brazil are designed to be resistant to pesticides,
which accounts for the increasing use of biocides, which has more than doubled in the
last decade (see Figure 3). It is estimated that the six global MNCs which control the
major share of the world’s biocide market (Bayer, BASF, Syngenta, Monsanto, Dow
and DuPont) control 85% of the Brazilian biocide market (Ministry of Development,
Industry and Foreign Trade (MDIC), 2007).



Figure 3: Annual commercialisation of pesticides and related products, by planted area, Brazil (2000-2012)
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Source: Brazilian Census Bureau (IBGE)

Sources: 1. Report of the purchase of pesticides active ingredients and related products in Brazil 2000-
2005. Brasilia, DF: Instituto Brasileiro do Meio Ambiente e dos Recursos Naturais Renovaveis - Ibama,
2001-20086.

2. Systematic Survey of Agricultural Production: monthly survey of estimate and monitoring of agricultural
crops in the calendar year 2000-2005. Rio de Janeiro: IBGE, v. 12-17, 2000-2006. Available at: <ftp://ftp.
ibge.gov.br/Producao_Agricola/Levantamento_Sistematico_da_Producao_Agricola_%5Bmensal%5D/
Fasciculo/>. Accessed in: May 2010.

3. Municipal agricultural production 2009-2012. In: IBGE. Sidra: Sistema IBGE de recuperacao
automatica. Rio de Janeiro, 2013. Available at: <http://www.sidra.ibge.gov.br/bda/pesquisas/pam/
default.asp>. Accessed in: October. 2013.

4. Annual Bulletin production, import, export and pesticide sales in Brazil 2009-2012. Brasilia, DF:
Instituto Brasileiro do Meio Ambiente e dos Recursos Naturais Renovaveis - Ibama, 2009-2012.
Available at: <http://ibama.gov.br/areas-tematicas-ga/relatorios-de-comercializacao-de-agrotoxicos/
pagina-3>. Accessed in: March 2015.

Implications for small-scale farmers

The corporatisation of the seed industry and the way farmers are locked into bespoke
biocides and GM seeds, undermines food sovereignty, violates the right to food, and
marginalises small farmers in some of the following ways:
e The merging of agrochemical, pharmaceutical, seeds and biotechnology
MNCs in the 1990s set the political background and legal framework that
redesigned the Brazilian agricultural production system, aligned to MNC
interests to maximise their profits (Hobbelink, 1990). The advance of
industrial-scale agricultural production has meant that small-scale farmers
cannot easily achieve MNC industrial and commercial standards and this
aggravates their marginalisation in the production system. However, it is
also difficult for small farmers to resist the pressure of highly mechanised
and “chemicalised” production systems (Dufumier, 2011).
e According to Silva (2011)'® | “the modernisation of Brazilian agriculture,
following the industrial model and the technical-scientific perspective of
“nature domination”, have consumed a significant share of natural resources
and destroyed the diversity of traditional agriculture”.
e Banks involved in rural credit programmes are poorly set up to loan money
to family farmers who do not have the ability to offer guarantees (Guanziroli
2007; Programa Nacional de Fortalecimento da Agricultura Familiar
(PRONAF) 2002). In fact, one of the assurances required by banks is proof

18 A representative of the Brazilian Movement of Smallholder Farmers and Via Campesina.
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of the use of biocides (Folgado, 2013; Banco Central do Brasil). This pushes
farmers into a vicious cycle of economic and agronomic dependency.

e With the illegal introduction of Monsanto GMO plants in the country, several
farmers have had their properties contaminated, which may have caused
irreversible damage to agrobiodiversity — these communities’ essential
source of survival (Silva, 2011).

The agribusiness model has also contributed to socio-economic disparities. The 2006
Brazilian Agricultural Census shows that rural family farms employ approximately three
times more people than non-family rural properties (12.3 million versus 4.2 million
people). However, they are not as well compensated, and their per capita revenues are
approximately six times lower compared to non-family agribusinesses (family agriculture
US$1,117.83 per capita versus non-family agriculture US$6,321.53 per capita).

MEXICO

Monsanto, DuPont and Syngenta are members of the Asociacion Mexicana de
Semilleros AC (Mexican Association of Seed Companies - AMSAC) and control this
segment through operations by their subsidiaries, with the top three, in order of sales,
being- Syngenta, Ingredion México (subsidiary of the US company, Corn Products
International®) ; and Grupo Monsanto México.

The footprint of GMOs in México

e |n 2004, the Law on Biosecurity of GMOs (known as the Monsanto Law?)
was passed in México, permitting the distribution and release of GMOs
throughout national territory, and regulating the protection of biodiversity,
the environment and the health of the population.

¢ Basedonthislaw,in2009, thegovernmentgranted permissionfor 196experimental
and pilot seeding projects (on small surface areas) of GM corn. By 2012, there
were 70 more requests, 14 of which sought to carry out commercial sowing on
almost 6 million hectares. Due to pressure from grassroots organisations and
movements, none of these latter requests was implemented, and the procedure
to grant permission has been suspended, as it was determined that GMOs
escape from the zones to which they are confined via pollination, and that they
contaminate other fields, threatening the biological diversity of the country’s other
corn species. Eleven writs against this precautionary measure were filed by some
federal secretariats, including two by SAGARPA and biotechnology companies,
but they have not yet been successful and litigation continues (Silvia Ribeiro, La
Jornada, 2005; Silvia Ribeiro, Red en Defensa del Maiz, 2014; LLuis Hernandez,
Red en Defensa del Maiz, 2012; Mathieu Tourliere, Proceso, 2014).

19 A global leader of commercialisation and production of ingredients for different industrial sectors (like the food and
pharmaceutical industries). In 2012, under its former title CP Ingredients, it imported 1,516,000 tons of corn from the US
into Mexico. This was allowed under the legal guidelines of NAFTA (El Economista, 2012).

20 Itis not a coincidence that the former Secretariat of the Economy (2010-2012), Bruno Ferrari, was previously (until
2006) the president and general director of Seminis Vegetable Seeds, the largest seed company in the world, which was
acquired by Monsanto in 2005..



Implications for small-scale farmers

The above subsidiaries dominate the production and commercialisation of technological
packages in México. They are supported by public programmes, such as PROAGRO
Productivo?', which subsidises and provides resources to small and medium-sized
producers in rural areas to purchase technological packages pre-approved by
SAGARPA. However, the conditions attached to these subsidies define what should
be produced, how it should be produced, and the kinds of inputs to be used.

The subsidies do not cover or satisfy basic needs, much less drive production, but in
fact limit what producers can use their lands for, and restrict their farming practices to
standardised forms of production dictated by MNCs. In this way, historical productive
practices in México (that have been conserved to this day, although they are being lost
with the Green Revolution?? ) are being altered. This system benefits large landholders
and reinforces the dependency of small-scale producers on MNCs, exacerbates
México’s food vulnerability, and marginalises and excludes small and medium-sized
producers, further benefitting MNCs.

CASE STUDY 2: THE IMPACT OF AGRO-INDUSTRIAL MNCS ON IMPORTS
AND EXPORTS (México)

Foreign trade in México is significantly affected by the profitability of agro-industrial
MNCs. Although México increased its exports and reduced its trade deficit between
1994 and 2004, this was due to the oil industry, because in the same period the
agricultural, food and industrial deficit increased. In 1993, prior to NAFTA, the agricultural
and food deficit was $2,022,000,000 pesos; in 2011, it reached $5,067,000,000 pesos
(SAGARPA-FAQO, 2012).

MNCs determine which products will be exported and imported. Tables 1 and 2 show
the main agricultural and food products that México exports and imports: while the
country exports alcoholic beverages, coffee, vegetables, legumes, and some fruits,
it mainly imports cereals and meat. In practically all cases, it is preferable to produce
certain goods domestically for export due to the profit margin that producers can
obtain. In the case of alcoholic beverages, control over production and distribution
is concentrated in the hands of just a few MNCs, which is not the case for coffee,
tomatoes or avocados. However, the levels of profitability for different producers of
these goods are not the same.

21 PROAGRO originally called PROCAMPO; and later the Direct Support for Rural Areas Program: targets rural areas
and the distribution of resources and subsidies to small and middle sized producers.

22 The Green Revolution began in the 1950s. Its objective was to increase agricultural productivity using a technological
foundation based on high yield seeds, irrigation and the massive use of agrochemicals.
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Table 1: The five main agricultural and food exports from México, 2012

VOLUME (IN TONS), VALUE (IN MILLIONS OF DOLLARS)
PRODUCT RANKING |VOLUME  |RANKING |VALUE
VOLUME VALUE

MALT BEER 1 2,260,900 |1 $1,984
GREEN COFFEE 16 148332 |2 $1,205
AVOCADOS 5 557,656 |3 $1,010
TOMATOES 2 1,380,868 |4 $1,000
OTHER LIQUORS (TEQUILA) |15 150,667 |5 $ 807

Source: Developed by the authors with information from the Atlas Agroalimentario 2013, SAGARPA,
and from the list of Mexican products from the agriculture and food sector included in the Top Ten de
las Exportaciones Mundiales, SAGARPA 2006-2012.

Table 2: the five main agricultural and food imports into México, 2012

VOLUME (IN TONS), VALUE (IN MILLIONS OF DOLLARS)
PRODUCT RANKING |VOLUME  |RANKING |VALUE
VOLUME VALUE

CORN GRAIN 1 0,454,330 |1 $2,738
SOYBEANS 3 3477267 |2 $1,908
WHEAT GRAIN 2 4,641,788 |3 $1,425
PORK MEAT 7 516,449 4 $998
POULTRY MEAT 6 527,025 5 $534

Source: Developed by the authors with information from the Atlas Agroalimentario 2013, SAGARPA,
and from the list of Mexican products from the agriculture and food sector included in the Top Ten de
las Exportaciones Mundiales, SAGARPA 2006-2012.

What México exporis: The case of tomatoes

For tomatoes, like other agricultural products, production and retail conditions are
dictated by other regions in the country or in the world (Macias, 2003). These production
arrangements are established as nodes of the international value chain that turn local
producers into subsidiaries of leading MNCs in the chain (Sandoval, 2011). (Generally
speaking, this dynamic is repeated for coffee and avocados.)

e Tomatoes are the main horticultural crop produced in México and practically
all tomato exports leave the country without value added.

e Tomato production is controlled, both in México and worldwide, by
technology (modified seeds, agrochemicals, irrigation) and distribution
channels (supermarkets, fast food chains and the food processing industry).
The producer is therefore caught up in a chain that begins with foreign
companies that supply the technological packages and that ends with
MNCs that purchase the crop (Sandoval, 2011).

¢ Mexican tomatoes compete on the international market because of their
quality and low price, owing to low wages for agricultural workers.



e Sinaloa state leads tomato production and is also the highest export state,
mainly exporting to the US. Only 53 of the 554 production units in this
state export to foreign markets; with 14 of these 53 units being located in
Culiacan (INEGI, 2007)% .

e Profitability of tomatoes is $238 million pesos/hectare (SAGARPA, 2013).
However, small and medium-sized producers earn less than this due to
their reduced market power, their poor technology, elevated production and
storage costs, and limited distribution channels.

e Not all tomato producers export. Small-scale producers (up to 5
hectares) and medium-sized producers (5 to 20 hectares) sell to packing
companies (that normally do export), or sell on the domestic market through
intermediaries or officially established commercial companies.

What México imports: The case of corn

México’s main food imports are essential grains. The US is the main producer, exporter
and controller of corn in the world (Secretariat of the Economy (SE), 2012) and US
corn surplus®* allows it to keep a reserve as part of its food security policy. The level
of dependency and vulnerability of corn importing countries®® is growing as a result
of climate change, modifications to technology patterns, and increases in biofuel
production.

Officially, the Mexican government recognises that it is not self-sufficient in corn
production but its explanations are contradictory. For example, in its agricultural
atlas, SAGARPA (2013) states that imported feed corn is used only by the fisheries
subsector; while the Secretariat of the Economy (SE), in its analysis of the corn-tortilla
value chain, mentions that feed corn is also used for human consumption (SE, 2012).
And while there is no proof, it is likely that Gruma (a Mexican MNC corn flour and
tortilla manufacturing company) imports corn as a raw material for making corn flour
for tortillas.

In 2014, SAGARPA promoted a crop reconversion programme in which it paid 360
pesos per hectare to producers who would stop sowing white corn and would begin
sowing yellow corn, aimed at increasing food production for cattle. However, most
poor Mexican households cannot afford to buy meat and tend to obtain more protein
from the intake of cereals, vegetables, legumes and leguminous plants (Martinez, Irma
y Villezca, Pedra, 2013, No 21).

According to figures from the SE, the productive structure of corn in México is defined
by dualism - a huge number of small landholders with fields smaller than 5 hectares,
and a small number of producers who possess a large portion of the land and who
have access to hi-tech irrigation — leading to different levels of productivity and
profitability. For example, although corn is produced throughout the country, the main
corn cultivators are the states of Sinaloa (5.2 million tons, 23%) and Jalisco (3.2 million

23 These 53 units control the sector and are the only ones that have the necessary infrastructure to export.

24 One of the reasons for high levels of corn production in the US is their Farm Bill which promotes production through
subsidies, which artificially lower the price of grains.

25 Mekxico is the second main importing country, second only to Japan.
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tons, 14%). Both use technological packages that tie them to MNCs, and both employ
monocrop farming which once again tethers them to MNCs to sell their harvest. The
main purchasing companies are Gruma, MINSA and Cargill, which can fix the price in
México due to their power over the market.

The influence of these companies on the Mexican government’s public policy is also
evident. For example, the SE recommends programmes to benefit those companies
that produce and sell corn flour, as well as some financing of companies to promote
the consumption of industrialised corn flour in central and southern México, despite its
elevated price (SE, 2012).

Implications for small-scale farmers

Agro-industrial MNCs affect both small- and medium-scale producers, undermining
food sovereignty and economic development?. This is demonstrated in the figures
which show the apparent consumption of foods that imports cover, for example, in
2012, 34% of bovine meat consumption was covered by imports; 40.2% of porcine
meat, 51% of wheat, 80.1% of yellow corn, 89% of rice, and 95% of soybeans
(SAGARPA-FAQ, 2012).

Table 3 presents Rural Economic Units (UER) stratified by average income level in
relation to sales; showing the extent to which vulnerability increases. For example,
73% of UERs are E1 and E2 family subsistence units — their combined income from
sales is $17,205 million pesos, while 0.3% of UERs are (E6) dynamic business units,
with sales of up to $77.4 million pesos.

Table 3: Stratification of rural economic units (REU) in México

STRATUM UER % UER BY | INCOME FROM | RANGE OF INCOME FROM SALES
STRATUM | AVERAGE SALES
(IN PESOS) MINIMUM MAXIMUM
INCOME FROM | INCOME
SALES FROM SALES
E1. FAMILY SUBSISTENCE UNIT 1192,029 |224
WITHOUT TIES TO THE MARKET
E2. FAMILY SUBSISTENCE UNIT 2,696,735 |50.6 17,205 16 55,200
WITH TIES TO THE MARKET
E3. UNIT IN TRANSITION 442,370 |83 13,931 55,219 97,600
E4. BUSINESS UNIT WITH FRAGILE | 528,355 (9.9 151,958 97,700 278,858
PROFITABILITY
ES. THRIVING BUSINESS UNIT 448101 8.4 526,433 229175 2,322,902
E6. DYNAMIC BUSINESS UNIT 176,633 | 0.3 11,700,000 2,335,900 77,400,000
TOTAL 5,325,223 {100

Source: SAGARPA, FAO (2012). Panorama de la Seguridad Alimentaria en México, México

26 The official definition of a small-scale producer is a person who possesses a piece of land up to 5 hectares in size.
However, this definition is limited as it does not fully describe the complexity of the reality of a small-scale farmer (in
reality, there is no significant difference between producers who have 5 or 5.1 hectares).



PROCESSING AND MANUFACTURING

The series of case studies which follow illustrate the control exercised either by large
local corporations in each country in this report (see Case studies 3 and 6), as well as
the ubiquitous power of the same well-established large food and beverage MNCs,
Nestle and Coca-Cola, which dominate in each country (see Case Studies 4 and 5).

CASE STUDY 3: SUGAR: THE “DISPLACEMENT” FACTOR
[MNCs: SABMILLER, NESTLE]

Nutritionists regard sugar as a “dead” nutrient, as it contributes little to nutritional well-
being other than providing energy. Once treated as a condiment to occasionally flavour
food, today it is often used as a cheap bulking agent in most processed foods. It is
present in many obvious forms (sugary drinks and confectionery), as well as in many
“hidden” forms, such as in savoury foods (baked beans, breads, for instance). Sugar is
increasingly regarded as highly addictive, and is implicated in obesity, type 2 diabetes,
heart disease, and other NCDs.

SOUTH AFRICA (SA)

In SA, the sugar industry is self-regulated and dominated by three large millers, lllovo
(owned by foreign interests), Tongaat Hulett, (owned by Tongaat Hulett institution), and
TSB (owned by large investment companies). The size of the sugar industry and the
dominance of these few big players mean that these “lead firms” have significant sway
in the sugar value chain, which impacts on success or failure of small growers. Farmers
are subordinated to millers because they lack alternative markets to sell to. Farmers
sell to the closest mill because the cane cannot travel far, and millers have divided the
grower areas between them to prevent competition.

On the production side:

e |n 2014, the value of sugarcane farming was R7.85 billion, equal to 3.8% of
total gross value from primary agricultural production in SA (DAFF, 2015). In
the heartland of SA sugar production, sugarcane makes up nearly 50% of
field crop gross farming income (Conningarth Economists, 2013).

e Since industry-led deregulation, the cane footprint is smaller by 9%, relative
to the 1997 footprint. The amount of cane coming off the land is also down
by 20% on 1997 figures, suggesting a decline in farming productivity.

Because of its size the sugar industry is an important employer:
e |n 2012, it provided about 93,990 direct jobs, constituting 18% of total
agricultural employment.

On the consumption side:
e The domestic consumer market is the largest single market for the miller,
absorbing around 58% of total production in 2012. The largest portion of
this market is pre-pack refined sugar direct for household use.
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e |n 2014, South Africans spent about R6.28 billion on sugar, equal to 1.3%
of total consumption expenditure on food that year. In 2015 per capita
sugar consumption was at 35.8kg per person (DAFF, 2015). The industrial
market is about 18% of the total market, with large industrial buyers like
Coca-Cola having significant influence.

Major trends include greater regional expansion, although cane production in SA and
regionally could switch to ethanol production. Land also is already being moved out
of agriculture and towards other higher value uses including residential, tourism, retail
and industrial.

Implications for the small-scale farmers

In the 1990s, the sugar sector managed to prevent wholesale deregulation, arguing
that it was necessary to protect domestic production from distortions in global prices
caused by large producer subsidies in other countries. As a result, corporations have
been able to adjust their practices at their own pace, unlike most other agricultural
sectors that were challenged by deregulation. Being sheltered in this way, enables
collusion in dividing up the domestic market and coordinating and sharing the proceeds
of exports.

The sugar industry boasts the largest black small-scale farmer base of any agricultural
sector. This base began developing in the 1970s with the apartheid government
consolidating 17 000 ha of cane land for incorporation into the bantustans?’, coupled
with a temporary rise in global prices, millers expanding into communal lands and
working with small-scale growers (Dubb, 2015).

Production is divided between large growers, small growers and estates:

e |n 2013/14, there were 22 493 registered sugar cane growers, of which
94% were small-scale growers. However only 46% of registered small-
scale growers delivered cane, accounting for 9% of the total crop (South
African Cane Growers’ Association (SACGA), 2014).

* |n the same year there were 1 383 large-scale farmers (SACGA, 2014).
Other figures indicate 1 730 large-scale farmers including 323 black farmers
in 2013 (Engineering News, 2013). Large-scale growers produced 83% of
the total and milling companies with their own estates produced 7.5% of
the crop (Conningarth Economists, 2013).

e More recently, the state has pursued a strategy which has shifted support
to medium-scale commercial black farmers, rather than small-scale black
farmers. This is reflected in recent figures: the share of area under cane for
medium-scale black commercial farmers has risen substantially from 3% in
2000 to 15% in 2012 (Dubb, 2015). Meanwhile small-scale black growers
have dropped precipitously in number from 51 000 in the late 1990s, to
fewer than 14 000 in recent years. This drop is partly a result of reduced
miller support — as the industry is restructured there is not as much profit to
e made in such support.

27 A partially self-governing area set aside during the period of apartheid for a particular indigenous
African people; a so-called homeland.



Processing and market dominance

Processing can be divided into milling, packing, refining and other value addition. Sugar
is the most concentrated food processing sector in SA, with the five largest enterprises
accruing 87% of total income in 2011 (StatsSA 2011:23). The big three millers — lllovo,
Tongaat Hulett and TSB — together account for well over 80% of income.

Table 4: The Big Three sugar companies (South African sugar operations)

Controlling Associated British Financial institutions | Remgro
shareholder Foods plc

Own cane production | 371 no data no data
(‘000 tons)

Sugar production 698 634 380*
(“000 tons)

Employees (all 2,224 permanent 3,326 permanent 3,800 permanent
operations) 1,804 seasonal 1,606 seasonal

Revenue (R’'m) 4,504 6,224 5,421
Operating profit 266 340 214
(R’m)

Source: Annual reports, 2014
*Pro forma

According to the Moore School of Business (2005), Coca-Cola is one of the biggest
bulk sugar buyers in SA, purchasing 20% of SA sugar. It therefore has significant
influence in the sugar market, and especially in sugar consumption. Nestlé is another
major purchaser with its products being mainly assemblages of ingredients derived
from very few matrices such as sugar cane, amongst others. The extensive demand
for sugar as a key ingredient in many of these MNC'’s products has a knock-on effect
through the food system because it displaces other sources of more nutrient-dense
calories.

CASE STUDY 4: NESTLE: THE LARGEST ULTRA-PROCESSED FOOD PRODUCT
CORPORATION GLOBALLY
(South Africa, Brazil and México)

Nestlé’s main business is in infant formula and baby food, milk-based products, ready-
to-consume cereal extrudates?® , confectionery, ice-cream, pet food, and bottled water
(see Figure 4 for its market shares in SA, Brazil and México). It operates in 197 countries,
and in 2014 its total sales were 91.6 billion Swiss francs, with 14 billion Swiss francs

28 Food extrusion is used in food processing to enable the mass production of food via a continuous, efficient system that
ensures uniformity of the final product. Mixed ingredients are forced through a machine (an extruder). The mix is known
as the extrudate (Wikipedia)..
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in profits. Together Brazil and México are among Nestlé’s top ten markets, accounting
for a combined 8.1 billion Swiss francs (Nestlé Annual Report, 2014).

As Figure 4 illustrates, Nestlé controls 80% of the baby food market in Brazil; 60%
in México, and almost 50% in South Africa. According to Nestlé’s stated policy,
breastmilk is best for infants, but women who cannot or choose not to breastfeed
need an alternative to ensure that their babies get the correct nutrition. Contrary to
this policy, Nestlé advertisements promote infant formula over breastfeeding. This is
a direct violation of the 1981 WHO Code which regulates the international advertising
of breastmilk substitutes (International Baby Food Action Network (IBFAN), 2004), a
violation that has been confirmed by UNICEF (Montague-Jones, 2011). The IBFAN
claims that Nestlé’s advertising has led to health problems and deaths among infants
in developing countries. In 2014, IBFAN reported that Nestlé further violated the WHO
Code when advertising the Nido infant formula; and in the same year, IBFAN found
Nestlé infant formula in a South African store amongst discounted products, as part of
a store’s “End of Range” clearance (IBFAN, 2014).

Figure 4: Nestle SA market shares in SA, Brazil and México (2005-2014)
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Source: Euromonitor database

Strategies used to maximise returns and enhance brand loyalty:

e According to Nestlé, “Popularly Positioned Products [are] a Nestle initiative
to create products with good nutrition and great taste, based on deep
consumer understanding, for consumers in emerging markets.?” In Brazil
this is advertised as “Nestlé até vocé” (Nestlé comes to you), and involves
recruiting community sellers and micro-distributors of Nestlé products
(chocolate confectionery, sugary and salty snacks and other energy dense

29 Emphasis inserted by authors of this report.



ultra-processed products), with the promise that they will increase their
income and also help the community’s health, nutrition and well-being®.
Micro-distributors are trained to use a door-to-door selling strategy and to
persuade the community to buy Nestlé products (Financial Times Limited,
2015). In 2012, this strategy accounted for 11% of sales, despite these
products being 10-20% higher than supermarket prices (Nestle Annual
Report, 2014).

¢ Nestlé funds congresses, research, and professional organisations in order
to create brand and product loyalty.

e |t uses both overt and covert tactics to facilitate public interactions and
debates between scientists and health professionals who have conflicting
interests — these confuse the public, provoke false debates, but more
seriously, infringe on public health and public goods interests (Gomes,
2013).°1

Impact on small-scale producers

As mentioned previously, Nestlé products are mainly assemblages of ingredients
derived from very few matrices such as milk, corn, soybeans, sugar cane, rice, wheat,
and coffee. This indirectly contributes to small-scale (and commercial) farmers focusing
mainly on these specific ingredients rather than on the production of more diversified
crops, and limiting their production processes. Nestlé’s demand for these products
also uses up farmland and valuable environmental resources, which could otherwise
be used to grow nutrient-dense foods. In addition, its buying power enables it to fix at
low levels direct purchasing prices from producers.

CASE STUDY 5: SUGARY BEVERAGES AND THE STRONG ARM OF

ADVERTISING
(South Africa, Brazil and México)
[MNC: COCA-COLA]

The Coca-Cola Corporation is almost 130 years old. Having started out in the US with
a single product, it now owns or holds the license on over 500 brands, including four of
the top five global fizzy drink brands — Coca-Cola, Diet Coke, Fanta and Sprite (Coca-
Cola Company, 2011). Globally, Coca-Cola is the number one provider of sparkling
beverages, ready-to-drink (RTD) teas, and juices and juice drinks, and is amongst
the top advertisers globally. It aspires to be the leading soft drink (“non-alcohol RTD”)
business “in every market and every category that is of value to us” (Coca-Cola
Company, 2011).

30 Along the Amazon River there is evidence of Nestle marketing and products with implications for nutrition as well as
the culinary traditions of populations.

31 Nestlé funds the Brazilian Society of Pediatrics: a website dedicated to health professionals and pediatricians (in
Brazil, Mexico and other Latin-American countries); it offers courses on pediatrics, which are announced through the
Brazilian Society of Pediatrics; and it offers fellowship grants in partnership with Universities in Brazil, Mexico, South
Africa, amongst other countries (https://www.nestlenutrition-institute.org/Education/scholarships/Pages/default.aspx).
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Products, practices and policies

Figures 5-7 (Source: Euromonitor database) below show Coca-Cola’s presence in Brazil,
South Africa and México, its market share, volume of sales in carbonates and soft drinks,
RTD teas and sports drinks. In all three countries, more than half of the carbonate market
is in the hands of Coca-Cola (Figure 5), with the MNC controlling over 70% of the market
in carbonates in México; almost 70% in SA (this fell slightly in 2014), and showing a growth
in Brazil from below 60% in 2005 to almost 70% in 2014. Its control of the RTD tea market
in México increased rapidly from 5% in 2012 to 45% in 2014,

Figure 5: Coca-Cola Company market share - country comparison (2005-2014)
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Figures 6 and 7 illustrate how Coca-Cola’s share of the sugary drinks market is
increasing. Figure 6, for example, shows how volume of sales increased in México to
almost 15 000 milliliters in 2014, from 10 000 milliliters in 2005.

Figure 6: Coca-Cola Company off-trade volume of sales of carbonates®? and total soft drinks - country
comparison (2005-2014)
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32 Carbonated soft drinks do not include nectars.



Figure 7 shows the exponential rise in soft drink sales especially in México (from 2007
onwards, with RTD tea sales rising sharply between 2012 and 2014). Ultra-processed
products, such as these displace healthy food and drinks, such as water and fresh
fruit juices, and may jeopardise the businesses of those small operators who produce
these healthier alternatives (Boutelle, et al, 2007; Bowman, et al, 2004; French, et al,
2001; Taveras, et al, 2005).

Figure 7: Coca-Cola company off-trade volume of sales of ready-to-drink teas and sports/energy
drinks - country comparison (2005-2014)
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Source: Euromonitor database

Strategies used to maximise returns and enhance brand loyalty:

According to the WHO, of the top 100 biggest spenders on media advertising
worldwide (which includes for example, McDonald’s, KFC and Pizza Hut)
Coca-Colais the highest spender in the food and beverage sector (Hawkes,
2002). Coca-Cola itself attributes the increase in demand for its products
as being a consequence of successful marketing strategies, including
effective pricing, advertising, sales promotion, new packaging, new vending
and dispensing equipment, and brand and trademark development and
protection (The Coca-Cola Company Annual Report, 2014).

Considerable ad-spend goes into “service-related marketing, TV and
movie tie-ins, sports sponsorship, music, event and product sponsorship,
educational competitions, and philanthropy” (Hawkes, C. 2002.) Ahead of the
2014 FIFA World Cup hosted in Brazil, for example, Coca-Cola announced
that its marketing strategy would include: adverts starring celebrity soccer
players; 300 million pieces of merchandise with the World Cup logo; and
a strategy aimed at reaching 4 billion viewers globally through linking their
brand with the soccer event. Targeting Brazil as a new growth market, the
company intended investing “$7.6 billion in Brazil between 2012 and 2016
to build its soda-making and distribution businesses with a view to a 6%
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growth by 2017, on top of a market already valued at $43 billion ahead of
World Cup kick-off” (iNet Bridge, 2014).

e The company aims for aggressive growth in the next 15 years. In its
2020Vision, Coca-Cola states that it intends to more than double its profits,
and the number of servings per day to over 3 billion (Coca-Cola Company,
2011). A particular focus on growth is in emerging markets, according to
the 2011 Annual Review.

e (Coca-Cola invests in funding nutrition conferences worldwide, with the
hidden agenda of influencing science and capacity building in their favour
(Gomes, 2013). The Brazilian Society of Food and Nutrition (SBAN), for
example, accepts funds from Coca-Cola and in so doing, gives Coca-Cola
space to advertise at their congresses and participate in initiatives.

e (Coca-Cola uses various strategies to influence scientists, such as the Coca-
Cola Pemberton Award supported by SBAN, the Brazilian Association of the
Studies on Obesity, and the Brazilian Association of Nutrology (Pemberton
Award, 2015).%®

e |ts latest initiative, along with other beverage makers, is the creation of the
Global Energy Balance Network, which intends to “spread the message
that sugary sodas have no deleterious effect on health and should not be
taxed or regulated” (The New York Times, 2015). Although scientists leading
this Network claim that Coca-Cola will have no control over their studies,
there is an abundance of evidence linking biased results and conclusions
related to corporate funding (Bes-Rastrollo et al., 2013). Other international
organisations founded, funded and/or controlled by Coca-Cola, which
attempt to put a “science-based” gloss on industry positions include
the International Life Science Institute, the Beverage Institute for Health
& Wellness, and the EPODE International Network - some of these have
domestic representation in Brazil and México (New York Times, 2015).

SOUTH AFRICA (SA)

The Coca-Cola brand has been present in South Africa since the 1930s and remained
in the region throughout the apartheid era, moving its operations to Swaziland in
order to retain a foothold in the region — at a time when many international companies
withdrew for political reasons or joined the sanctions process against South Africa.
Because demand for sugary beverages is so high amongst consumers, Coca-Cola’s
brands have extensive reach through all markets, which could potentially stimulate
small business and job creation, particularly in the informal sector.

According to the Moore School of Business analysis (2005):
e PBottling: In 2005, Coca-Cola Canners of SA was the largest canning facility in
the southern hemisphere — it was here that the company’s secret formula (X7)
was mixed with water and sugar, and carbonated before bottling. In 2014 Coca-

33 The Pemberton Award is part of the Live Positively Sustainability Platform Coca-Cola Brazil, and is aligned with the
pillar Healthy Living. It’s one of the Company’s initiatives, which aims to encourage and promote scientific research
focusing on welfare and requirements for healthy living, such as the benefits of balanced nutrition, hydration and physical
exercise (Sustainability Report, 2010/2011, Coca-Cola, Brazil).



Cola, SABMiller and Gutsche Family Investments announced a merger of bottling
operations in southern and eastern Africa to form Coca-Cola Beverages Africa
(CCBA). The merged entity is the largest bottler in Africa and the tenth largest
worldwide, producing approximately 40% of Coca-Cola volumes in Africa. It will
be headquartered in South Africa, the largest single market in Africa.

e Distribution: Products are distributed through an extensive network, where 80%
of products go directly to retailers, but around 20% is distributed to wholesalers,
who sell to smaller and rural retailers. In 2003 there were over 1 500 primary
wholesalers and hundreds of sub-distributors and runners. There are strong
connections between the primary wholesalers and the bottlers, while sub-
wholesalers do not have a direct link to the bottlers and work directly with the
primary wholesalers. They distribute to the small informal retailers and sometimes
engage in retailing themselves. Runners truck regular small quantities to smaller
retailers who do not have the facilities or resources to carry large inventories. This
ranges from carrying crates by hand through wheelbarrows and to trucks.

e Informal sector: Soft drinks are the most important product sold by spazas
(informal retailers) and hawkers, and the second most important for shebeens
(taverns), after alcohol (sweets and chocolates were also in the top five products
for shebeens and hawkers). In 2003, about 95% of spazas, 80% of shebeens, 5%
of hawkers and 37% of other informal outlets sold Coca-Cola products (Moore
School of Business, 2005).

e Delivery, equipment and signage: As a way of building their brand and market
share, Coca-Cola provide extensive support to informal retailers, in the form of
free branded vending machines and refrigeration options, signage, as well as
packaging products in smaller, cheaper sizes to be more affordable to lower
income markets, while selling in bulk sizes to higher income markets to increase
home consumption.

MEXICO

In México, soda and beer hold 23.6% of sales and 44% of operational profits of
the agro-industrial MNCs®4. México has the highest consumption of sugary drinks
worldwide (specifically of beer and soda) - 600 millilitres per capita - and the highest
annual rate of death related to this consumption - 318 people for every 1 million adults,
or 65 Mexicans per day (Global Burden of Disease Study, 2010). The intake of these
drinks leads to weight gain and an increased risk of developing diabetes, cardiovascular
disease and some types of cancer.®®

Three of the six MNCs in the beer, soda and other beverages segment are part of the
US parent company; Coca-Cola Co. Coca-Cola de México on its own encompasses
nine groups of bottling companies and Jugos del Valle. The most important bottlers
include Coca-Cola FEMSA (KOF) —its largest bottling company, and Arca Continental,

34 Classified as such because of their demand for sugary inputs, barley and fruit. The main suppliers to beer companies
are the grain MNCs.
35 Close to 80% of deaths associated with these drinks occur in low and middle income countries (WHO, 2010).
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which also produces a range of snacks and candies. Together these three companies
account for 49.7% of sales for this segment and 56.7% of the profits.

In 2012, beer was México’s main export, and México was the number one exporter
of beer globally. In terms of the export of pure water or sugary water, México ranks
seventh globally (SAGARPA, 2012).

In 2013, a tax on the production and import of sugar sweetened beverages and junk
food was approved in México, with the objective of increasing the country’s fiscal
revenue and also to combat the epidemic of overweight and obesity by increasing
the price for consumers®. The Mexican Council for the Consumer Goods Industry
(ConMexico, representing companies like Coca-Cola, Pepsi, Bimbo, Alpura and Lala)
were against this measure, claiming it was regressive and lacking scientific evidence
(El Financiero, 2013). In fact, the measure was paid for by consumers rather than the
producers as it was consumer prices that increased.

CASE STUDY 6: PROCESSED FOOD: THE GRAIN SECTOR, MEAT

PROCESSING AND DAIRY PRODUCTS
(México)

According to the National Institute of Statistics and Geography (INEGI), in 2013 the
Mexican food industry’s GDP was $651,290,000,000 pesos, with 44.8% of this
corresponding to the sales of just six MNCs. This means that six MNCs alone control
this node of the food value chain. Moreover, just two companies, Grupo Bimbo and
Gruma (which controls Grupo Industrial Maseca), concentrate 87 % of sales and 85.7%
of the segment’s profits.

e (Grain: Cargill, Archer’s Daniels Midland and Bunge control 90% of the global
grain trade (Delgado, 2010). In México, they participate strategically in the
agroindustry chain using different practices, including hoarding, storage,
processing, distribution of grains and oilseeds (for both human and livestock
consumption), in addition to other agricultural and financial products.

e Meat processing: Given the changes in consumption and commercialisation
patterns of supermarket chains that can offer consumers a broad variety of
meats, the meat processing value chain is integrated in a complex fashion.
Behind the corporate meat industry, there are a broad range of agricultural
and livestock producers who supply MNCs through their livestock supply
centres. In the case of MNCs who produce and sell cold cuts, production
mainly depends on imports.

e Chicken or bovine/porcine products: According to México’s national
Agricultural, Food and Fisheries Information Service (SIAP), in 2013,
the value of the national production of poultry carcass meat reached

36 Although the inflation rate in January 2013 was 3.5%, this rate was 15.1% by 2014, 11.4% higher (América Economia, 2014).



$84,220,100,000 pesos, 80% of this coming from the sales of the three
market giants — Industrias Bachoco — the sixth largest poultry producer in
the world and with an almost monopolistic position in egg production in
México; Pilgrim’s Pride; and Tyson de México. Bachoco alone produced
47.2% of the value of poultry meat in the country.

Other MNCs in meat processing: In 2013, the cumulative sales of the
leading corporations represented 79.2% of the national production value
of bovine and porcine meat carcasses. These included Sigma, SuKarne,
Grupo Bafar, Xignux Alimentos, Kuo Consumo Agroindustrias Unidas de
México (AMSA) and Smithfield.

Dairy products: This segment is supplied by large and medium-sized
producers that may work as partners and must comply with strict sanitary
and quality regulations in order for the controller to supply them with inputs
and credits. MNCs in this segment operate as collectors, transporting milk
to the industry and, in this way, controlling the market. These groups are
also characterised by strong vertical integration; their diversification is in
products like coffee with Nestlé being a paradigmatic case.

Four companies dominate this segment: two of national origin and two foreign
companies. Their sales in 2013 were 228.6% of the value of national milk production.

Grupo Lala is the largest dairy company in Latin America.

Alpura’s growth on the market is an obstacle to small producers since it
processes 2.5 million litres of milk a day. It has 30 storage deposits and
its own distribution network, enabling it to command the dairy chain for
processing and distribution.

Danone México is the number one company for fresh dairy products
globally; other activities are the production of bottled water and infant
nutrition goods.

Nestlé México: has 16 research centres, is integrated in the dairy sector,
but also produces drinks, cereals, baby food, ice cream and frozen foods,
as well as owning the Purina brand of animal foods. It controls the coffee
market and purchases 20% of the national production of cocoa. It acquires
both coffee and cocoa in México at highly punitive prices for national
producers.
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RETAL AND PROCUREMENT

MNCs have changed the traditional way of accessing agricultural and food products,
shifting and imposing new patterns of consumption. Their multi-format marketing
strategy helps them to diversify and to secure their place in the market, based on
the population’s level of income. Hence, they own warehouses, storehouses, price
clubs, markets and superstores, among others. Their concentration of power enables
them to prescribe conditions, set their own standards and make demands on other
participants in the food value chain (Gereffi, et al., 2005). At issue is also the expansion
of large and growing MNCs such as Wal-Mart and the impact they will have on small
and medium-scale operators, as well as on spending patterns.

CASE STUDY 7: THE EXPANSION OF WAL-MART
(South Africa, Brazil and México)

In all three countries the number of Wal-Mart outlets and selling space increased rapidly
between 2005 and 2014 (see Figures 8-9). In México, in particular, Wal-Mart’s growth
has been so rapid, that by 2014 it was close to achieving control of one fifth of the
grocery retail market (see Figure 10). Wal-Mart’s market power allows it to establish
alliances with other important MNCs and position itself with consumers. This expansion
is likely to have a severe impact on small retailers who find it difficult to compete with
the lower prices Wal-Mart can offer, by negotiating to buy in bulk.

Figure 8: Wal-Mart outlets - country comparison (2005-2014)
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Figure 9: Wal-Mart selling space - country comparison (2005-2104)
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Figure 10: Wal-Mart market share country comparison (2005-2014)
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CASE STUDY 8: SUPERMARKETS, FRESH PRODUCE PROCUREMENT, AND

THE URBAN FOOD ENVIRONMENT
(South Africa)

Usurping the fresh produce value chain

Supermarkets in general claim 55% of the total food market share in South Africa
(Weatherspoon and Reardon, 2003). According to the Institute for Poverty, Land and
Agrarian Studies (PLAAS) (2013), food markets in SA are valued at approximately R200
billion, with fresh produce making up about 15% of that. Pick n Pay, Shoprite Holdings,
Woolworths and Spar supermarket chains dominate the SA food retail sector. It is
difficult to establish precise market share but these four, plus Walmart/Massmart as a
new entrant into food retail, control between 50-60% of the retail market. Formal retail
channels are also a significant outlet for fresh produce.

Traditionally, the flow of fresh produce from farm to fork is through informal and small
retail channels, such as hawkers, spazas, and independent retailers, as well as through
fresh produce markets around the country. However, in the past 15 years, supermarkets
have expanded their share of the market and now drive key aspects of the value chain,
such as quality and standards. They have changed the flow of this fresh or “wet”
produce by centralising much of their procurement and distribution, either in-house,
through lead suppliers, or category managers controlled by the supermarket.

As they have streamlined their operations to become more customer-oriented, to
leverage scales of economy and streamline logistics, they have linked “production,
processing, retail and consumers, leading to a decline in traditional wholesale and
wet markets” (Barrientos & Visser, 2012). Supermarkets now procure directly from
large commercial farmers, moving fresh produce trade away from wet markets and
smaller and independent wholesalers and retailers. Although commercial farmers still
sell to some traditional outlets — including to hawkers and wet markets, independent
supermarkets and directly to the food service industry such as to hotels and restaurants
— fresh produce market volumes to these outlets have declined considerably in recent
years (Barrientos & Visser, 2012).

De facto governors of the food business

Due to the concentration of ownership within the country’s large retail chains and their
displacement of wet markets, they have become de facto governors of the country’s
fresh food business. Supermarkets are bargain hunters, increasingly looking for
producers who can guarantee not only competitive pricing but also “quality, quantity
and consistency” (Chikazunga & Paradza, 2012).

A report from the Department of Agricultural Economics, Extension and Rural
Development at the University of Pretoria confirms this (Bienabe & Vermeulen, 2007),
and further states that in the absence of state-imposed safety norms, or enforcement
thereof, “(a)gri-food industries and supermarkets have been setting their own standards,



based on their understanding of consumer demand and existing regulations”. The
influence of these privately set standards by trading partners in the Global North
is another feature of SA's fast-changing fresh produce sector (Barrientos & Visser,
2012).

Implications for small-scale farmers

Van der Heijden and Vink (2013) found that in the SA context, where supermarket
expansion has been aggressive:

e Supermarket expansion has a significant impact on independent and
informal retailers. One PLAAS study found that spaza shops in Mpumalanga
and Limpopo lost 20% of their turnover between 2003 and 2005, as
supermarkets moved into their neighbourhoods (Louw, et al, 2007).

e The procurement practices of SA’'s “big four” shows that their centralised
and streamlined system favours a small number of large-volume producers
“who can guarantee deliveries well in advance, and on precise dates”. This
comes at the expense of smaller farmers who cannot compete on the same
grounds.

¢ In-house supermarket procurement has moved business away from the
traditional wholesalers and fresh produce markets which are an important
market entry point for many farmers. Large supermarkets only buy about
10% of their fresh produce from fresh produce markets now — a major
decline over the past decade (PLAAS, 2013). In 2007, Pick n Pay bought
97% of its fresh fruit and vegetables from preferred producers, and 3% from
fresh produce markets, whereas a decade earlier the ratio was about 50/50
(Chikazunga, et al, 2007). The sale of fresh fruit also illustrates the dominance
of supermarkets in the fresh produce value chain - in 2000, approximately
40% of fruit sold domestically was retailed through supermarkets; by 2011
this figure had increased to 60% (Barrientos & Visser, 2012).

e Small farmers are also acutely dependent on being able to sell to local
retailers, in order to stay in business. While commercial farms are important
to rural economies, and support urban food security, small farmers are
critical for maintaining a diverse, robust rural service economy, which can
sustain small farmers and informal, smaller and independent traders, keep
money within the local economy, and create jobs. With the dominance of
large retail chains in the rural economy, livelihoods are affected, and money
“leaks” out of the local economy (Du Toit, 2009).

Social grants and the “hoovering” effect

As supermarkets have extended their reach into poor communities in urban and rural
areas, they have changed the flow of money in communities. Previously social grant
payouts, a significant source of income for poor South Africans, were handled by
government facilities, such as post offices or municipal offices. People would then spend
the money at local independent businesses and informal traders, resulting in this inflow
of money from the state remaining and circulating within the community. Now, many
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supermarkets have become social grant payout points and people receive their grants
inside the shop premises. They then spend their money in the supermarket, resulting
in money flowing out of the community and into the profits of these supermarket giants
(Du Toit, A & Neves, D. 2007; Battersby, personal communications, 2015.)

Supermarkets and global trade: implications for farmers and
labourers

Buyers in the Global North, such as Carrefour, Lidl, Tesco, Metro, and Aldi, tend to
have high standards around the production, processing and the social conditions
of people involved in the value chain (Barrientos & Visser, 2012). For instance, most
leading European supermarkets subscribe to GlobalGAP, a set of best practice codes
relating to environmental and labour conditions in the agriculture sector. SA farmers,
wanting to export to Europe, need to adhere to these standards, as well as to the
phyto-sanitary and aesthetic standards set locally by the state and the private sector.

As a result of the opening up of the global fresh produce trade, including in neighbouring
African countries, as well as in Asia and Latin America, local farmers have access to
a wider variety of markets. However, there is also greater competition, and there are
usually price-takers in global value chain bargaining. Prices are lower and margins
thinner (Barrientos & Visser, 2012). Just as is the case with local supermarket
procurement trends, northern buyers’ preference for large reliable suppliers is pushing
smaller operators out of business.

A consequence of this growing pressure on farmers is that they have tried to cut the
costs of production. Since 1994 this has driven a casualisation of labour, thinning
the workforce and pushing many farm-residing labourers into towns where they have
become seasonal labourers. This trend has also undermined the need for more skilled
labour. This is one of the main ways that a food system which is monopolised by a few
large firms aggravates poverty and inequality (Barrientos and Visser, 2012).

Supermarket spread and the urban food environment

A recent mapping of food retailers in the city of Cape Town by the African Food Security
Urban Network (AFSUN) shows a high concentration of supermarket stores in wealthy
suburban neighbourhoods (the wealthiest neighbourhoods mapping nearly eight
times as many supermarkets per household as those in the lowest-income areas).
There is also a rapid extension of supermarkets into relatively poorer townships®” on
the urban edge of the city — a pattern that is repeated across SA. However, it was
found that these supermarket chains stock less healthy foods than those in wealthier
neighbourhoods, which “challenges the assumption in the literature that access to
a supermarket automatically guarantees a better diet” (Battersby & Crush, 2014).
Supermarket expansion into these communities feeds into the “nutritional transition”
towards a diet higher in processed, unhealthier foods.

37 In SA, a township refers to an often underdeveloped urban residential area that, from the late 19th century until the
end of Apartheid, was reserved for black Africans,”Coloureds” and Indians, and was generally located on the periphery of
towns and cities.



Research shows that informal food traders, rather than supermarket chains, help
make urban communities more resilient in the context of food security. They are more
“fluid” businesses, popping up where there are gaps in the markets, and they are
not constrained by the formal operating hours of many retail chains. While they can’t
compete with supermarkets gram-for-gram on pricing, they often operate closer to
people’s homes, saving them the cost or difficulty of transporting groceries using public
transport. They often also allow customers to buy on credit, which can help a family
avoid hunger when they run out of cash.

Nevertheless, the urban informal food economy is policed by environmental health
practitioners to ensure food safety standards and is regularly the target of “control,
regulation and draconian eradication policies... (while supermarkets are) generally free
to do business without any significant degree of regulation”(Battersby & Crush. 2014).
Furthermore, while supermarkets and agri-food industries have largely been allowed to
write their own rules around safety and aesthetic standards on fresh produce, this has
been “used in the competition with the informal sector, to claim superior food product
quality” (Bienabe & Vermeulen, 2007).

CASE STUDY 9: STORAGE AND TRANSPORTATION CENTRES
(México)

Storage and transportation centres unite the agroindustrial value chain by forming part
of the supply chain that stocks MNCs. Warehouses are privatised® and used by
MNCs for stockpiling and storage. Cargill or ADM have exclusivity agreements with the
warehouses that control the distribution of grain so that they are able to concentrate a
large amount of food, as wellas control prices. There are 2 649 warehouses concentrated
in the following states: Jalisco (344); Tamaulipas (263); Sinaloa (254); Chiapas (231);
Durango (190); Chihuahua (171); Michoacan (142); and Sonora (106) (Federal Agency
for Commercialization and Agriculture and Livestock Market Development Services
(ASERCA).

In addition to playing a role in collection and storage, General Deposit Warehouses
(AGDs) carry out logistical, transportation, commercialisation and financing activities.
The AGDs link the agricultural and livestock sector to the financial sector, since they
are empowered to issue deposit certificates that can be used to carry out transactions
even on the futures market, to request fiscal credits linked to foreign trade, and to
access lines of private credit and federal government support.

The magnitude of MNCs facilitates their acquisition of agricultural insurance and
warehouse access, and enables them to obtain large public and private credit. Public
policy is supposedly focused on improving conditions for producers who lack these
facilities, however, MNCs and their subsidiaries receive significant support from
ASERCA, as part of the Mexican government’s credit policy.

38 The BORUCONSA warehouses (rural CONASUPO warehouses) are currently commercial storage facilities that have
been transferred to local producers. ANDSA assets have been transformed into Almacenadora del Sur, Almacenadora
Centro Occidente (which became ALMER upon liquidation) and Servicios y Almacenamientos Norte (SERANOR),
acquired by Grupo México. (Ayala-Garay & B., 2008)
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CONSUMPTION AND THE FOOD
NVIRONMENT

The “abnormal” food environment

When the US-based fast food outlet Burger King opened its first franchise in Cape
Town, South Africa, in May 2013, queues ran around the block as people waited to
get a taste of the burgers from this internationally recognisable brand. Four months
later, the franchise operator Grand Parade Investments said Burger King had turned
over R20 million in that time, even though it was still only based in Cape Town. The
company was struggling to meet demand, looking to Middle Eastern imports to fill the
gaps left by local suppliers’ shortfalls (Wynn, 2013).

This anecdote illustrates how established fast food brands have become in popular
culture in SA, just as they are in Brazil and México, and elsewhere in the world. It also
illustrates how the growing volume of fast and processed foods, are a key factor in the
“abnormal” global food environment that was alluded to earlier in this report.

With increasing urbanisation, men and women are driven into the workforce to earn
money to pay for their needs and expenses. Long working hours, time spent travelling,
fewer hours in the day available to shop for and cook wholesome meals, push people
to eat on the run.

“ITraditional meals and meal times are replaced by spontaneous often unplanned food
purchases on street corners or in small kiosks...attention to dietary balance and dietary
quality, which was traditionally “intuitive” at the household level, is now subject to wider
cultural changes and external influence” (Kennedy, et al, 2004). These factors, together
with the prominence of highly recognisable fast food brands drive demand and have
led to significant market expansion of fast food options.

The shifting urban diet

Many of the foods on the menus of these fast food outlets fall into the realm of the
“dietary transition” or “nutritional transition” discussed earlier in this report®.

Writing about the specific nature of this transition in South Africa, Chopra (2004)
comments that, “Increased exposure to fast foods, decreases in the relative cost of
meat and high fat foods, and reduced time for food preparation are all changing dietary
patterns in the urban setting...Until a couple of decades ago the African population
consumed a typical traditional diet, where the fat intake was only 16% of the total
calories. By 1990 the fat intake in an urban African community had increased to 26%.”
(Chopra, 2004)

In addition, those who lived most of their lives in cities “consumed a typical westernised

39 See the earlier discussion on the dietary transition.



diet with 30% of calories from total fat, while those who had spent less than 20% of
their lives in the city only consumed 22.5% of calories from total fat.” (Chopra, 2004)
These figures show the strong link between the dietary and nutritional transition
associated with globalisation and urbanisation, and the way that fast food chains have
capitalised on the shifts. It is these trends in the developing world that are behind the
“silent emergency” of over-nutrition leading to obesity (Crush, et al, 2011).

Fast food outlets are concentrated in urban centres, which is why their influence at
a consumer level is seen most readily in cities. “Structural” constraints on a home-
cooked diet for the urban poor include lack of time, limited access to grocers and
whole food markets, cost of energy, and limited cooking, refrigeration and storage.

“Urbanization, globalization, the expansion of supermarket chains, the increased
availability of processed food, the “fast food” revolution and junk food are all making
it more difficult to speak of discrete dietary types in Southern Africa” (Crush, Frayne
and McLachlan, 2011). This is equally valid for both Brazil and México, where MNCs
influence the development and practice of a consumption model with low nutritional
value.

CASE STUDY 10: FAST FOODS AND STATUS BRANDS
(South Africa, Brazil and México)
[MNC: McDonald's]

McDonald’s vision and mission are: “To feed the nation and be our consumers’ first
choice by being their favourite place and way to eat and drink” (Our Story, 2015).
McDonald’s aggressively pursue this vision and mission via, amongst other things, high
profile marketing across a number of forums and media (including its golden arches,
huge billboards and TV campaigns). According to the company’s US chief marketing
officer, “Marketing at the Golden Arches used to be organised by product — there
would be a marketing lead for beef or chicken...but it is now organised by consumer
group such as millennials, families and adults” (Morrison, 2014). Children continue to
be a prime target market — this is especially alarming given that children are particularly
vulnerable to diets high in processed and junk foods and should be protected from
over-exposure to these products as well as from the aggressive marketing strategies
employed by fast-food MNCs.

Since 2005, McDonald’s fast-food market shares and its number of units and
transactions have increased in South Africa, Brazil and México, especially in Brazil,
where stores/kiosks increased from 800 units in 2005 to almost 1 800 in 2014 (Figure
13); and volume of transactions doubled from 200 000 in 2005 to over 400 000 in
2014 (Figure 14).
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Figure 12: McDonald’s market shares — country comparison (2005-2014)
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Figure 13: McDonald’s stores/kiosks — country comparison (2005-2014)
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Figure 14: McDonald’s volume of transactions — country comparison (2005-2014)
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MEXICO

In México, there are two main operators that unite fast food companies: ALSEA and
Arcos Dorados. The former is dominant and owns Domino’s Pizza, Starbucks, Burger
King, Chilis Grill & Bar, California Pizza Kitchen, P.F. Chang S and Pei Wei. The latter
operates McDonald’s establishments, with sales of up to $2,818,000,000 pesos
annually.

SOUTH AFRICA (SA)

McDonald’s quickly set up shop in SA once the country was welcomed back into
the global economy following the end of apartheid in the early 1990s; and like many
other international fast food chains saw SA as a springboard into the continent as a
new and untapped market. Its strategy was aggressive, opening 30 outlets in just 26
months following the launch of the first take-away in Gauteng Province in 1995. In
2014 McDonald’s had 211 outlets, mostly in urban centres (Euromonitor, 2015). The
corporation says it has invested more than R750million directly into the SA economy
and created over 6 000 jobs. Most of its supplies are sourced within the country
(Shanduku, 2011).

CASE STUDY 11: FAST FOODS, STATUS BRANDS, AND THE “DIETARY
TRANSITION"
(South Africa) [MNC: KF(]

KFC is the longest-standing fast food MNC in SA having been here since 1971. The
company capitalises on the fact that chicken is a staple food in Africa, where people
prefer chicken on the bone, and takes advantage of the scales of economy of reaching
an expanding, high-density urban population which was getting wealthier. According
to a recent study by McKinsey Global Institute, “Approximately 40% of Africans live in
urban areas now and the number of households with discretionary income is projected
to increase by 50% to 128 million over the next decade” (Bloomberg, 2010).

In 2010, the parent company of KFC, Yum Brands Inc. stated that it planned to double
its footprint on the continent, with a target of 1 200 outlets in the coming four years,
and a projected doubling of revenue to US$2 billion (Bloomberg, 2010).

In 2014, KFC had 745 outlets around the country. In 2014 it had a 20% share of the
country’s R78.3bn consumer foodservice market, and 30% of the R31bn fast-food
market (a sub-category of the consumer food service market); while the local chicken
chain Nando’s had 9%, and McDonald’s had 8.5% (Euromonitor, 2015a).

KFC also prices products according to the various markets, from the wealthy down,
so that some menu items are priced at around US$7 for a chicken sandwich, chips
and a drink, down to US$1 for a straight chicken sandwich or four chicken wings for
US$1.20 by 2010 prices.
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CASE STUDY 12: ANTI-COMPETITIVE BEHAVIOUR: MILLING, DAIRY AND

BIG GROCERS
(South Africa)

According to the Competition Commission South Africa, “Anti-competitive behaviour
in markets that affect poorer consumers is a priority for the Commission. Sharply
increasing food prices internationally, as well as in South Africa, have grave implications
for consumers, particularly low-income households, which spend more than 30 percent
of their total annual household expenditure on food (as compared with 7 percent spent
by the wealthiest households)” (Competition Commission SA, 2007/8:10)

The National Anti-Corruption Summit explored the possible impact of price fixing
on staples like bread and milk, particularly on lower income communities, at a 2008
Johannesburg summit. According to the report arising out of this summit, price fixing
and cartel forming activities are illegal (under the Competition Act), unethical and
immoral (National Anti-Corruption Forum (NACF), 2008). This behaviour stifles free and
fair competition, pushes smaller businesses out of the sector, and makes it difficult for
‘new players’ to enter the sector. Cartel dominance also limits the products or services
that consumers have access to and usually leads to artificial price manipulation which
hits the poor hardest.

Between 2007 and 2015, the Competition Commission of SA investigated various
forms of anti-competitive behaviour in various industries in the food system — bread
and milling, dairy and big grocers.

Bread and milling: Price fixing

Four of the big bread and milling companies together hold between 50% and 60% of
the domestic bread market share in the country - Premier Foods owns the Blue Ribbon
bread label; Pioneer Foods produces Sasko bread; Foodcorp produces Sunbake; and
Tiger Brands produces the Albany bread range. Their businesses are also vertically
integrated —they mill their own wheat from which they bake their bread products, where
“Wheat flour represents approximately 41% of the cost per loaf of bread” (Competition
Tribunal SA, 2010).

In February 2007, the Competition Commission SA began an investigation into these
four corporations, after small independent bread distributors in the Western Cape
lodged a complaint that these big bread and milling companies were colluding to fix
the price of bread. Premier Foods, Tiger Brands and Pioneer Foods received most
of the focus, since they dominate the sector. They had colluded to increase bread
prices by about 30 cents per loaf, and reduce discounts to distributors by 15 cents, to
prevent distributors from finding alternative sources of bread. In addition, the companies
vouched not to “poach each others” independent distributors (NACF, 2008). Premier
Foods cooperated with the Commission, agreeing to a fine in exchange for information
on the other companies’ roles in the cartel behaviour. Tiger Brands then negotiated
a fine of R99 million or “5.7 percent of turnover from its bread operations nationally



for the 2006 financial year” to settle the case (Competition Commission SA, 2007/8).
Pioneer Foods was eventually fined R196 million and Foodcorp was fined almost R46
million (Competition Tribunal SA, 2010). Concern was expressed by trade unions that
these massive fines would be transferred on to the consumer, as these companies
would simply increase the price of bread in order to recoup their costs.

Dairy industry: Collusion

In late 2008 the Competition Commission brought a case of anti-competitive behaviour
before the Competition Tribunal against eight big dairy processors - Clover, Parmalat,
Ladismith Cheese, Woodlands Dairy, Lancewood, Nestle and Milkwood. The charges
were linked with manipulating prices through working together to remove surplus milk
from the market, fixing the price of UHT milk, and agreeing not to compete on UHT
milk sales in certain geographic areas (NACF, 2008). In addition, the Commission found
that Clover, Parmalat, Ladismith, Woodlands, Lancewood and Nestle had exchanged
sensitive information on procurement prices of raw milk (NACF, 2008).

Big grocers and shopping malls’ “exclusivity clauses”

The Competition Commission recently initiated an inquiry into the conduct of the
grocery retail sector, in order to test whether there are “any features in the sector that
may prevent, distort or restrict competition” (Government Gazette, 12 June 2015).
Two important issues raised in the Competition Commission’s gazetted declaration of
intention to do this research include:

e The arrival of supermarkets in a community is known to lead to a drop-off
in trade for informal markets and independent shop owners, and that the
number of informal shops decreases. This impacts “employment, income
levels and the spread of ownership in the sector”.

e Exclusivity clauses in leases signed between supermarket chains, shopping
malls and financing companies can restrict landlords from renting shop
space in malls to other businesses, particularly independent businesses,
which specialise in foodstuff. This impacts on small businesses, as well as
the type of foods available to customers.

Civil society organisations in the food security sector submitted their own concerns
to the Competition Commission, as it formalised the scope of the inquiry. The group
included the Institute for Poverty, Land and Agrarian Studies (PLAAS), African Centre
for Biodiversity (ACB), and the South African Food Sovereignty Campaign (SAFSC).

In their submission to the Commission in June 2015, the group highlighted concerns
about the concentration of corporate and financial power in the food system, and
how this might impact on the “food choices of the population, especially those in low
income categories, as well as the impacts on the opportunities for creating livelihoods
within the food system” (Greenberg, personal communication, 2015).
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4. CONCLUSIONS &
RECOMNMENDATIONS

This work has shown that monopolistic control by
MNCs at all levels of the food value chain threatens a
country’s capacity for development and the realisation
of the population’s right to food. As noted in the report,
food security is more than producing enough calories
and more than just agricultural intervention.

However, tackling food insecurity needs a wider focus.
It must include addressing issues in food processing
and manufacture, food retail and food marketing.
The increasing control of the few large local and
foreign corporations over the food environment and
the unregulated operations of the fast food sector
have contributed to the marginalisation of indigenous
agriculture and foods and resulted in an environment
saturated with unhealthy, cheap, ultra-processed food
products and sugary beverages. The double burden of
malnutrition and ill-health associated with this inadequate diet is increasing food and
nutritional poverty, with the consequent diseases having to be covered by the state
and the individual household. Thus, the current unregulated food market system allows
for the privatisation of profit, but the socialisation of the “losses”. And, the power of
MNCs to influence the market is reinforced by collusion and price-fixing, which results
in major consequences, particularly for lower income families.

As deregulated agroindustrial MNCs thrive financially, this report has demonstrated
the various impacts on small-scale producers and operators, and the consequences
for entrenching poverty and inequality. Greater state intervention in policy is a priority
in order to curb and restrain food multinationals. What is needed is the regulation of
actors in the food value chain and economic policies (such as subsidies and taxes),
together with effective poverty reduction strategies, safety nets and rural development
programmes to tackle food insecurity in a sustainable way.

Recommended policy inferventions

e (Contest the discourse of current economic policy that defends the role
of MNCs as modernising and efficient agents, and review the excessive
liberalisation of trade and investment that fosters the free entry of poor
quality foods at low prices.




Fiscal, monetary, credit and trade policies that are appropriate for
development are required. In the food and agricultural sector, this policy
must be guided by national planning that ensures food production and
that protects both producers and consumers. In this, agroindustrial MNCs
should be subservient to national policy.

Explore specific regulatory and policy interventions that can break the
market dominance of large corporations in the agricultural input sector.

Tighten regulations pertaining to the entry and utilisation of GMO seeds.

Tighten tax regulations and increase government capacity to limit and
monitor capital flight as MNCs use transfer pricing as a way to avoid paying
local taxes.

Design public policy aimed to offset the patterns of consumption imposed
by MNCs, which are already posing public health problems.

Impose regulations restricting the addition of sugar and corn syrup as a
sweetener in foods.

Raise awareness in the general public of the dangers to health of sugary
and processed foods and impose restrictions on advertising and marketing
of sugary and processed foods to children.

Impose restrictions on the distribution of sugary and processed foods in
areas with high concentrations of children, such as schools.

Identify and engage specific government departments (local, provincial,
national) in understanding that food security policies need to be applied
across the value chain, and not just at the production node.

All policy makers must take the threat of climate change to agricultural
production seriously.

Support small-scale producers and operators

Implement governmental programmes to support farming and rural areas
to ensure that resources flow to small- and medium-scale producers.
More resources should be delivered to those producers and operators
in need (without subjecting them to conditions, such as the purchase of
technological packages), in order to promote food production, build a
domestic productive chain composed of these producers and finally, and
enhance food security.

Support small-scale farmers in terms of research and development (R&D),
funding, access to appropriate markets, technical support and extension

63



64

services that are not linked to specific brands or corporations, and access
to inputs that are derived from sources other than MNCs.

Invest in R&D to build up a agrobiodiversity, natural resouces, land, and
non-GM seeds.

Provide similar support for small and independent input suppliers.

Foster the development of localised food distribution networks in rural areas
so that small-scale farmers can sell directly into local food markets (formal
and informal retails and traders) as well as to public food provisioning
programmes, e.g. through school feeding programmes, in prisons, and so
on.

Investigate how fresh produce markets can be made more resilient and
continue to be a key conduit through which fresh fruit and vegetables reach
key retail outlets.

Carry out agrarian reform and increase public spending which they have
channeled to productive investment in the farming sector, focusing their
attention on small-scale producers, providing them with stimulus and
protecting their production from the international pricing movement.

Assist with organising and attaining local cooperation among small-scale
producers, aimed at developing supply chains that break the mould and
dynamics imposed by MNCs. This can occur by promoting bodies and
organisations for solidarity financing or through sustainable ecological
agricultural practices.

Review supermarkets’ practices which may be creating barriers to entry
for smaller supplier, as well as how their strong buying power impacts fresh
produce markets which remain an important but pressured market entry
point for many smaller producers.

Protect and nurture informal traders in the urban food sector, as a way of
making urban, lower income communities more resilient in the context of
food security.

Foster links between small-scale farmers and informal traders. Rather than
seeing the formal market, with big retailers as the main conduit to accessing
that market as the panacea for rural development and small-holder farming
success, informal traders can be an important and viable market for small
farmers.

Lobby the media to continue exposing and combating anti-competitive
behaviour.



If loboying, legislative and social action do not broaden their scope
to address the bigger problems of the food system - from the
dominance of big business, the prevalence of unhealthy cheap
foods, the issue of corporate-friendly legislation, the lack of access
to healthy food, and so forth — the challenges of poverty, inequality
and food security in South Africa, Brazil and Mexico will despen.
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