
Peru
BRAZIL

Galapagos Islands 
(Ecuador)COLOMBIA

GUYANA
Paramaribo

COSTA RICAGeorgetown' Panama City

Pacific OceanPANAMA
CANALI

San Andres (Col.) 
I

Providencia (Col.) •

Managua
EL SALVADOR 
San Salvador

 •Guatemala CityI / \--
Guatemala

Aruba (Nelh.) 
'Curacao (Nelh.) 
' Bonaire (Neth.)

NICARAGUA,
/ BARBADOS O' a \ z

ST Lucia St. VINCENT AND 
..... ’ ' a THE GRENADINES
Martinique (Fr.)^ ___ ~—-f-------- -
— Dominica 0 Montserrat(Br.)

Guadeloupe (Fr.)^ff/Sl Kitts-Nevis(Br.)
ANTIGUA# ‘^|i ' Puerto Rico (US) 

Barbuda (Br.)‘ •»
St. Martin San Juan 

(Fr. and Nelh.) /
/-Anguilla (Br.)~ Virgin Islands 
/ (US and Br.)

Z** Tegucigalpa

Caribbean Sea
JAMAICA

Kingston*

-Cozumel- 
| (Mex.) ff

Mujeres f 
(Mex.)

~ Cayman 
Islands (Br.)GuantanamoDOMINICAN

REPUBLIC
I '«%»■ 

Turks and 
Caicos (Br.)

MEXICO
Key West. Gulf of Mexico.Atlantic Ocean Nassau

US view of Caribbean
1 Oil wells Refinery

US naval, air and military installations
Capital letters indicate countries which are 
independent

Land & Hunger
THE CARIBBEAN BASIN INITIATIVE
by John P. Olinger • Background Paper #61 • July 1982

President Reagan launched the Car
ibbean Basin Initiative (CBI) in an 
address to the Organization of American 
States on Feb. 24, 1982. The CBI is 
part of the administration’s response 
to the crisis in the Caribbean and Central 
American region, a crisis most visible 
in the El Salvador conflict but which is 
rooted in the social and economic 
inequalities of the region.

The President noted that the coun
tries in the region were under “economic 
seige” and proposed as a solution

“an economic program that inte
grates trade, aid and investment; a 
program that represents a long-
term commitment to the countries 
of the Caribbean and Central Amer
ican region, to make use of the 
magic of the marketplace, the 
market of the Americas, to earn 
their own way toward self-sustaining 
growth. ”

The CBI recognizes the importance 
of trade and investment policies, and 
their usefulness in encouraging eco
nomic development. This basic idea 
represents an important step in the U.S.. 
approach to the economic problems of 
developing countries.

The CBI’s trade-based approach is 
the administrations’ strongest acknow
ledgement up to now that social unrest 
may be caused by something other than 
communist influence and is a step in 
the direction of recognizing the link 
between hunger and global security.

For these reasons, Bread for the 
World Education Fund has closely 
examined the CBI and its possible 
implications for hungry people in the 
Caribbean. The CBI gives us the op
portunity to raise questions about trade 
relations between developing and de
veloped countries and the impact of 
these relations on poverty and hunger

in developing countries.
This paper first explains the context 

in which the CBI emerged and gives an 
overview of the initiative. The trade 
section of the CBI is then explained in 
more depth and finally the land and 
hunger implications of the CBI trade 
incentives for export crops are examined.

The Crisis in the 
Caribbean Basin

The Caribbean Basin is in fact two 
distinct regions — the Caribbean islands 
and the Central American isthmus.

Many countries in both the Carib
bean islands and in Central America 
are affected by the same social and 
economic problems. The prevalent 
social problems include widespread 
poverty, malnutrition, high infant mor
tality and illiteracy. Economic problems 
include inequitable land distribution and 
heavy dependence on exports of primary 
commodities.

A large proportion of the population 
in the region receives incomes below 
the absolute poverty level. The absolute 
poverty level has been defined by the 
World Bank as the income level below
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which a person cannot afford a minimal 
nutritionally adequate diet and essential 
non-food items, such as clothing and 
shelter.

Not surprisingly, this poverty is ac
companied by high levels of malnu
trition. In El Salvador, according to the 
most recent data (1973), 72 percent of 
the population received less than the 
recommended number of calories for 
a nutritionally adequate diet as defined 
by the Food and Agriculture Organ
ization of the United Nations and the 
World Health Organization.

In Guatemala the percentage of the 
population who were undernourished 
was 69 percent, in Honduras 60 percent, 
in the Dominican Republic 58 percent 
and in Panama 51 percent. Infant mor
tality rates in these countries are cor
respondingly high. (See Table 2.)

Poverty and malnutrition in the 
region are rooted in the unequal dis
tribution of resources, in particular land. 
In the rural areas many people have no 
access to land (landless) or have access 
to only small amounts of land that are 
inadequate in size or quality for their 
needs (near-landless).

A Cornell University study estimated 
that in 1978 in Guatemala 85 percent 
of rural households were landless or 
near-landless, in El Salvador 80 percent, 
in the Dominican Republic 68 percent 
and in Costa Rica 55 percent.

In the eight countries in the region 
for which data are available, farms of 
125 acres and greater represent only 
2.2 percent of the total number of farms, 
yet account for 62.3 percent of all farm
land.

Because these societies are based 
primarily on agricultural activity, such 
inequalities in land access seriously 
undermine the prospect for equitable 
economic growth and the reduction of 
hunger.

Most of the countries in the region 
are heavily dependent on exports of 
agricultural commodities such as sugar, 
coffee, beef and fruit to the industrial
ized world in order to pay for their 
economic growth. Some countries, such 
as Trinidad and Tobago, Guyana and 
Jamaica have exploited mineral re
sources. However there has been little 
industrial development in the region.

In the 1970s, the world market for 
many of these agricultural commodities 
was unstable while at the same time 
the world prices for oil and for manu
factured imports from the industrialized 
countries increased sharply.

When the prices of agricultural 
commodities declined, or increased less 
rapidly than the prices of oil or manu
factured goods, the Caribbean countries 
had to produce and export more com
modities just to maintain the ability to 
pay for existing levels of imports. Any 
possibility of expanding efforts for 
economic development had to be re
considered in the light of the unfavorable 
world market for export crops.

The region’s increasing international 
debt is the clearest sign of the much 
deeper economic problem. The region 
will need $4 billion — almost 10 percent 
of the regions gross domestic product — 
to meet its debt payments this year.

But is was not economic problems 
that attracted the attention of the U.S. 
government. In the late 1970’s the U.S. 
government began to look at these two 
regions in a unified way under the 
stimulus of a sudden increase in political 
unrest.

In March 1979, a coup brought a 
socialist government to power in the 
tiny island of Grenada in the Eastern 
Caribbean. In July 1979, at the other 
end of the Caribbean, the Sandinistas 
overthrew the government of Anastasio 
Somoza in Nicaragua.

This was followed in October 1979 
by a coup in El Salvador that replaced 
one military junta with another. Vio
lence in El Salvador increased through
out 1980. In Jamaica in 1980 the parlia
mentary elections, which brought to 
power a more conservative government, 
were marked by extreme violence.

During the late 1970s the U.S. gov
ernment's major response was to en
courage more private investment in the 
region. President Reagan formalized 
this approach in the CBI.

U.S. Response to the Crisis: 
An Overview of the CBI
The Caribbean Basin Economic 

Recovery Act was introduced in Con
gress on March 18, 1982 as S 2337 in 
the Senate and HR 5900 in the House. 
Its three sections provide economic 
assistance, tax incentives for investment

TABLE 1: POVERTY AND INFANT MORTALITY IN THE CARIBBEAN BASIN

Percent of population below 
absolute poverty income level

rural population urban population
Infant mortality per 
1000 live births*

Dominican Republic 45 percent 43 percent 96
El Salvador 20 32 53
Guatemala 21 25 69
Haiti 55 78 130
Honduras 14 55 103
Jamaica not available 80 16
Nicaragua 21 19 122
Panama 21 30 47

* The infant mortality rate in the United States is 13 per thousand live births.

TABLE 2: IMPORT CONTENT OF CEREAL CONSUMPTION IN CARRIBEANS BASIN
Average cereal consumption Import content
per person: 1977-1979 of consumption

kilograms/year percent

Costa Rica 183 16
Dominican Republic 127 41
El Salvador 184 16
Guatemala 171 15
Haiti 151 23
Honduras 200 18
Jamaica 179 96
Nicaragua 162 17
Panama 173 19



in the region and the creation of a free 
trade zone, which the president called 
the centerpiece of the legislation.

The CBI approach to economic as
sistance is straightforward and contro
versial. The administration wants to 
provide $350 million for economic 
assistance to the region in the form of 
Economic Support Fund (ESF) appro
priations. ESF provides rapid financial 
assistance to friendly governments to 
pay for imports and reduce trading 
debts. It is not tied to development 
projects. (See Background Paper #60.)

The section of the CBI that deals 
with investment provides tax incentives 
for investment in the region. These 
incentives would take the general form 
of a 10 percent investment tax credit 
for U.S. corporations that make new 
investments in the region. In other 
words, a corporation would be able to 
reduce its total taxes by 10C for every 
dollar invested for specified purposes 
in the region.

The essence of the trade section is 
the creation of a one-way free trade 
zone for exports from the region to the 
United States for a period of 12 years. 
This means that, with some exceptions, 
exports from the Caribbean would be 
able to enter the United States duty 
free.

At the present time, 87 percent of 
exports from the region already enter 
the United States without duty anyway 
under the previously approved trade 
guidelines, the Generalized System of 
Preferences (GSP). The new legislation 
would affect another 5 percent of the 
region’s goods.

Textiles and apparel are not included 
because of the perceived need to protect 
U.S. production of these goods. Some 
of the products that the CBI would 
allow to enter duty free include beef 
veal, rum, tobacco products, footwear 
and miscellaneous other manufactured 
goods.

In addition, the CBI gives duty free 
treatment to all sugar exports from the 
Dominican Republic, Guatemala and 
Panama, three countries which do not 
enjoy such treatment because of the 
high levels of their sugar exports to the 
United States. These three countries 
would be given quotas for exports to 
the United States which would allow 
them to increase their shipments by 
about 10 percent over existing levels.

Criticism of the trade section has 
taken several forms. Some have said 
that the proposal would achieve little 
because most of the goods from the 
region already enjoy duty free status. 
Textiles which could serve as a basis 
for manufacturing growth and employ
ment are excluded.

During congressional hearings it was 
estimated that overall there would 
probably be no more than a 1 percent 
increase in the region’s exports within 
three years. This represents only about 
$100 million in new trade.

Labor unions have opposed the trade 
provisions because of the potential 
damage to U.S. industries. In a time of 
record unemployment, they argue, it is 
irresponsible to encourage countries 
to develop industries that might cause 
the loss of more U.S. jobs. This is an 
especially potent argument in light 
of the absence of trade adjustment 
assistance or incentives to retrain 
workers in the United States.

Little congressional attention has 
been given to the implications of the 
trade section on hunger in the region. 
The BFW Educational Fund is con
cerned particularly with those trade 
provisions which provide incentives for 
expanded export crop production. Ex
amination of these provisions raises 
important questions about the impact 
of trade relations on poverty and hunger 
in developing countries.

Export Crops and Hunger
Many developing countries have 

pursued a development program based 
on export cropping — the production 
of crops, such as sugar, coffee, cocoa, 
cotton and tropical fruit, for export 
and sale to the developed countries. 
The revenues earned in the form of 
foreign exchange are used to purchase 
imported manufactured goods, as well 
as raw materials for the development 
of local manufacturing industries.

In the past decade many of these 
countries have had to import more and 
more food to feed their population. 
One of the main reasons for this is that 
governments in developing countries 
have not paid sufficient attention to 
the problems facing producers of staple 
food crops.

Often staple food producers have 
had to compete with export crop pro

producers for credit and other agricultural 
inputs such as water, fertilizer, and 
improved seeds. In many cases the 
governments have been inclined to 
allocate resources to export crops to 
ensure continued foreign exchange 
earnings.

The unstable world markets for 
export crops, the necessity of many of 
the countries producing export crops 
to import food and, in many cases, 
accompanying high levels of malnu
trition have led many people to question 
the validity of economic policies based 
on export crop expansion.

The BFW Educational Fund shares 
this concern. Each case of export crop 
expansion must be looked at to deter
mine how export crop production affects 
the incidence of hunger and poverty 
and the concentration of land owner
ship. If export crops are produced under 
conditions of equitable land ownership 
and adequate production and distri
bution of domestic foodstuffs, then 
export cropping can be a useful and 
important way for developing countries 
to earn needed foreign exchange.

But in countries where land owner
ship is concentrated in the hands of a 
small minority of the population, or 
where there is widespread hunger, 
evidence indicates that continued re
liance on export crops must be ques
tioned. Proposals that would increase 
production of export crops in situations 
where hunger would increase should 
be strongly resisted.

Export Cropping in the Region
Central America has long been an 

important source of agricultural pro
ducts for the U.S. market. Many of 
these products are produced on large 
plantations or ranches owned either by 
local landowners or multinational cor
porations. The pattern of landholding 
is skewed toward large farms.

In Costa Rica, 14.4 percent of the 
farms account for 79.7 percent of total 
farmland; in El Salvador 1.1 percent of 
the farms account for 49.3 percent of 
the land (before the recent and un
completed land reform); in Honduras
4.1 percent of the farms account for 
55.5 percent of the farmland; in Panama
8.1 percent account for 63.5 percent of 
the farmland; in the Dominican Repu
blic 2.4 percent of the farms account 
for 57.2 percent of the farmland and in



Jamaica 0.4 percent of the farms account 
for 52.1 percent of the farmland.

The expansion of large farms 
growing export crops has led to the 
displacement of people from the land 
as large farmers have taken advantage 
of export market opportunities. This 
expansion has also led to a change in 
the relationship between the landowners 
and the tenants who work on the land, 
as in El Salvador. Salvadoran farm
workers lost the right to farm small 
plots that produced basic foodstuffs. 
Instead some work for wages and have 
to buy their food in the market, many 
others are unemployed. This develop
ment is one of the causes of the social 
unrest in El Salvador.

Livestock raising has been another 
important export-oriented activity in 
Central America. In the 1970s 13.5 per
cent of U.S. imported beef came from 
Central America.

A report prepared for the U.S. State 
Department estimates that about two 
thirds of the region’s arable land is 
devoted to livestock raising. Y et despite 
increased production of beef, the re
gion’s per capita meat consumption 
declined in the 1960s and 1970s.

The CBI Encourages 
_____ Export Cropping_____

The CBI trade section incorporates 
significant incentives for expansion of 
sugar and beef exports. The impact of 
increased sugar and beef exports on 
production, land use, land ownership 
and hunger in the region needs to be 
explored.

If the CBI were adopted the Domin
ican Republic, Guatemala and Panama 
would be eligible for duty free sugar 
exports to the United States. Several 
questions need to be raised.

Would duty free treatment be an 
incentive for sugar producers to produce 
more sugar? If so, would the increase 
come from using more efficient pro
duction methods or would it come from 
planting more land in sugar? Would 
there be enough land in the countries 
to support such increases?

The CBI would also affect beef 
exports to the United States, which 
currently represent nearly one half of 
the value of the products eligible for 
benefits under the legislation. The 
elimination of duty on beef will increase

exports by an estimated 3.5 percent to 
7.5 percent.

The range land in the area is already 
overgrazed and it is unlikely that ranch
ers would be able to graze more cattle 
on the existing pastures. Will they have 
to clear more land for pasture, and 
increase the already severe pressure 
on land in the region?

The possible diversion of productive 
resources, in particular land, to cattle 
and sugar would have harmful effects 
on the poor and hungry people in the 
region. All of the countries affected 
by the CBI now import a significant 
amount of their cereal consumption 
(See Table 2). A decrease in domestic 
food production would increase this 
dependence.

Also, these incentives for sugar and 
beef may encourage further consoli
dation of land ownership. Any program 
which might increase the number of 
landless or near-landless people must 
be seriously questioned.

The CBI: Problems 
_____ and Possibilities_____

It is encouraging that the adminis
tration wants to address some of the 
serious economic problems of the re
gion. The emphasis placed on trade 
reform is important and must be sup
ported. Nevertheless, several broad 
reservations in terms of reducing hunger 
must be noted.
• A One Shot Deal — The approach 
to economic assistance is basically a 
one shot deal. While a quick infusion 
of money may help some countries pay 
for some of their imports, it will do 
little in the long run to assist their de
velopment.
• Private Sector, Non-structural Ap
proach — The thrust of the CBI is 
toward the private sector, using U.S. 
companies to spur growth in the region.

There is no doubt that U.S. com
panies have played and will continue 
to play an important role in deter
mining the economic structure of the 
region, but this approach ignores the 
need to develop social structures such 
as roads, health care, sanitation and 
schools, which are unprofitable for 
private investors. The private sector 
has not been involved in developing 
these services in the past and is unlikely 
to become involved now.

• No Anti-hunger Focus — Most impor
tant, the legislation does not deal signi
ficantly with the problem of hunger in 
the region and may actually worsen 
the problem. This is particularly true 
of the free trade provisions for agri
cultural commodities.

The CBI raises many questions 
regarding export crop development, 
trade and its effect on hungry people. 
Although some members of Congress 
have shown interest in these questions, 
the CBI has proceeded without much 
debate on hunger issues. The adminis
tration has not attempted to provide 
an analysis that would explore the 
possible influence of its proposed trade 
program on hunger in the region.

Any trade legislation which affects 
export crops should take these con
siderations into account and provide 
strong safeguards to ensure that it does 
not leave people hungry. The CBI is 
an encouraging first step in the process 
of treating trade relations as an integral 
part of the development process. Now 
the relationship between trade policies, 
particularly with regard to export crops 
and hunger, must be clearly recognized 
and taken into account when these 
policies are designed.

The general direction of the CBI is 
not toward strengthening staple food 
crop production, but toward continued 
reliance on export crops. Unless appro
priate safeguards are incorporated, the 
incentives for sugar and beef exports 
could have detrimental effects on land 
use and land ownership patterns, thereby 
worsening the already considerable 
problems of poverty and hunger in the 
Caribbean.

If the CBI addressed more directly 
the problems of staple food producers, 
its potential for helping hungry people 
would be greatly enhanced.

For further information on the 
impact of export cropping and trade 
on hungry people, see Background 
Papers #25, 31, 38, 43, 45 and 54. 
Also see the BFW study guide, Land 
& Hunger: A Biblical Worldview.

This article may be reprinted 
or ordered at a rate of $15 a 
hundred. For a single copy, 
send a self-addressed, stamped 
envelope to BREAD FOR THE 
WORLD, 6411 Chillum Place 
NW, Washington, D.C. 20012.
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