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THE ROLE OF OPEN AGRICULTURAL MARKETS AND TRADE
IN LDC ECONOMIC DEVELOPMENT

Donald E. Farris and Fred 0. Boadu
Texas A&M University

Economic development is complex and difficult to achieve. It is generally made even
more difficult when governments pursue policies that distort domestic agricultural markets
and international trade. Small economies with a narrow resource base need open markets
even more than large countries with a broad resource base.

Although most countries do not permit the agricultural sector to operate in a
completely free market, LDC's generally interfere with agricultural domestic markets and
with trade even more than developed countries. This paper provides examples of distorted
domestic markets and trade that discourage economic development. It describes a
recommended policy agenda to establish and maintain open, competitive markets in LDC's.
Although some of these may seem obvious, it is amazing that so many LDC's have not
managed to initiate and/or adequately maintain such policies. For example, Mexico
established for the first time in recent history, a policy of allowing imports of slaughter
livestock. The markets responded with imports of sheep, hogs and fed cattle. Within six
months there were four administrative changes that resulted in non-tariff barriers creating
confusion and inefficiencies.

This paper concludes that a primary role of government seeking to increase economic
development is to provide the environment for individual incentives, opportunity and
innovation. This can be greatly enhanced by stable and clear open market policies that are
effectively administered. Trade allows even a small country with poor agricultural resources
to have potential access to the world's most productive agricultural resources. If policies
discourage domestic and/or outside investment in the non-agricultural sector, much of the
population will be forced to spend most of their time and/or income for food. This greatly
reduces the opportunity to achieve development.
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