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Abstract: Economic globalisation (EG) in developing countries has continued to increase over the last 40 years. EG has

both beneficial and harmful impacts on all sectors, including agriculture. This paper aims to determine the impact
of EG on agriculture in developing countries. This aim was met by conducting a systematic review (SR) of 64 papers
from Scopus and Web of Science (WoS). EG has influenced various elements of agriculture in developing countries,

including i) product, supply chain, food security, ii) trade, iii) economic, social, political element and environment and

iv) technology and research and development (R&D). We propose several policies in this paper to maximise EG's posi-

tive impact while minimising its negative impact.
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Economic globalisation (EG) can be defined as a pro-
cess in which governments rapidly liberalise interna-
tional trade, investment, finance and their long-distance
movements, as well as the information and perceptions
that accompany market exchanges (Torres 2001; Dre-
her 2006). Dreher (2006) constructed an EG assess-
ment tool based on an index of actual flows [trade,
foreign direct investment (FDI), portfolio investment,
income payments to foreign nationals and capital em-
ployed] and an index of trade and capital restrictions
(hidden import barriers, mean tariff rates, taxes on in-
ternational trade and capital controls). Hence, we can
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now assess the progress of EG in many areas, both de-
veloping and developed countries.

Over the last 40 years, EG in developing countries
has continued to increase with varying percentages.
EG in Sub-Saharan Africa and the Middle East and
North Africa both reach a 50% rise, in Latin America
and Caribbean 57% and the highest in South Asia
reaches 67% from 1970-2018. This is higher than
in developed countries, such as North America, where
the rate is barely 40% (KOF Swiss Economic Institute
2021). Even developing countries that were once so-
cialist in characters, such as China and Vietnam, ap-
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pear to have begun to open up to EG (Arencibia 2011).
China is currently one of the most important players
in global agricultural trade, so any shock in this coun-
try would influence the global economy.

Developing countries have several programs in place
to support the implementation of EG. Many countries
carry out trade cooperation bilaterally, regionally and
multilaterally (Dollar et al. 2006). Other countries have
started an economic reform program to liberalise trade
policies, remove trade barriers and connect their econ-
omies with global markets (Svato$§ 2007; Awad and
Youssof 2016). Establishing export processing zones,
export subsidies, depreciating their currencies and
boosting import substitution industrialisation are all
part of these programs (Sanchez-Ancochea 2006; Pozo
et al. 2011; Paus 2012). Meanwhile, product and mar-
ket diversification policies are also implemented by de-
veloping countries to exist during EG (Goss and Burch
2001; Pinilla and Rayes 2019).

As a result of these various activities is rising in trade
volumes, FDI inflow, economic growth, infrastructure
development, technology, foreign tourists, interna-
tional events; and reducing inflation, income disparity,
poverty, malnutrition, unemployment, illegal economic
in developing countries (Arencibia 2011; Ching et al.
2011; Tongzon 2012; Awad and Youssof 2016; Nguyen
et al. 2018; Fan et al. 2019; Hoang 2020; Munir and
Bukhari 2020). On the other hand, much research im-
plies that EG harms developing countries. EG makes
developing countries vulnerable to even slight external
shocks or crises (Nguyen et al. 2018; Pinilla and Rayes
2019). EG is also to blame for rising worker exploita-
tion, income and resource distribution inequality,
large-scale urbanisation and many other issues (Pinder
2009; Rostam et al. 2010; Fatihudin 2019).

Nowadays, the effects of EG appear to have spread
to many sectors in developing countries, including
agriculture. The agricultural sector is critical for in-
creasing food availability, food and nutrition security,
employment, foreign exchange earnings, GDP, capital
accumulation and secondary industry (Johnston and
Mellor 1961; Pawlak and Kolodziejczak 2020). Hence,
disruption in the agricultural sector can threaten the
situation in a country. Agriculture disruption can re-
duce wages and work hours of rural workers, increase
social conflict and other aspects of life (Dube and Var-
gas 2013). So, EG may be one of the factors causing
agricultural disruption in developing countries. This
is more interesting because developing countries ad-
vocate for agricultural market liberalisation and a re-
duction in protectionism, while developed countries

defend their markets against superior foreign rivals
(von Braun 2002).

Based on this, we decided to conduct a literature re-
view to determine the effect of EG on agriculture in de-
veloping countries. After that, we can make a thorough
policy implication based on the numerous effects.
The goal of the policy is to maximise the beneficial ef-
fects of EG while minimising its harmful effects. This
study is not only beneficial for developing countries
but also for developed countries, especially European
Union, because they rely heavily on agricultural prod-
ucts from developing countries.

MATERIAL AND METHODS

Study selection. The scope of this review is to exam-
ine how EG impacts agriculture in developing coun-
tries. Then, we expanded this impact to other aspects
of agriculture, including other sectors, actors, and the
surrounding environment. The systematic review (SR)
method was used in this study, which involved searching
for articles published up to November 2021 from various
electronic bibliographic data sources, such as Scopus
and Web of Science (WoS), using combinations of spe-
cific keywords and their synonyms. We used a broad set
of keywords for EG included: 'economic globalization'
OR 'trade globalization' OR 'financial globalization’; the
keywords for agriculture included ‘agriculture’ OR ‘ag-
ricultural, and the keywords for developing countries
included 'developing countries'. The search resulted
in 788 references, all of which were screened.

Screening process. A schematic representation of the
SR methodology used in this study is shown in Figure 1.
Using the required keywords and bibliographic data-
bases, we found 360 articles after removing duplicates.
Each article's titles and keywords were entered into bib-
liographic reference software and filtered for relevance
based on title to eliminate those that did not meet the
search parameters. The number of articles decreased
to 74 as a result of this. Finally, a more thorough screen-
ing was carried out based on information provided
within each abstract and only articles published in Eng-
lish were included. The final selection was made based
on the inclusion criteria, and 64 articles were eligible.
After screening, four main effects were defined relating
to i) product, supply chain and food security, ii) trade,
iii) economic, social, political element and environment
and iv) technology and research and development (R&D).
We will present very general information on these four
topics, including the positive and negative effects of EG,
but without doing a more in-depth investigation.
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'Economic globalization' OR 'trade globalization' OR 'financial globalization' Figure 1. The diagrammatic
and flow of selected studies through
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RESULTS AND DISCUSSION

Product, supply chain and food security. EG has
been able to boost agricultural production (Ding et al.
2016; Kamran et al. 2021). This is due to several rea-
sons, such as agricultural production factors being
used more often (Jorgenson 2007; Jorgenson and Caro-
lina 2008), the farmers' motivation to fulfil the rising
domestic and international markets demand (Murray
2000; Erokhin 2016), government efforts and policies
to increase food production (Salim 2015) and expan-
sion of the international food organisation's role (Paarl-
berg 2002; Diaz-Bonilla 2010).

Increased food production in developing countries
will increase food security (Mihalache-O'keef and
Li2011). However, Pirkle et al. (2015) expressed the op-
posite opinion that EG contributes to food insecurity
in developing countries. This is because EG triggers
market instability and food price fluctuations and will
further limit certain people's economic access in de-
veloping countries (Yigletu 1997; Diaz-Bonilla 2010;
Josling 2012). There are still about 842 million hungry
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people in the world today (Salim 2015). Furthermore,
EG makes a country more open and reliant on food im-
ports, reducing self-sufficiency capacity (Gulati 2000;
von Braun 2002; Urrego-Mesa 2021). Hence, when
there is a global food crisis, these countries will be af-
fected (Yigletu 1997; Atici 2005; Winkel et al. 2016).
For example, food prices rose throughout the first
half of the 1970s, raising worries about social and po-
litical stability in food-importing developing countries
(Diaz-Bonilla 2010). Another example is that the global
financial crisis caused the economic recession and re-
duced consumer purchasing power in developed and
developing countries. Consequently, the farmers had
to contend with dynamic market conditions for their
products (Swaffield and Primdahl 2010).

Apart from production, food quality has increased
along with the implementation of EG. Today's grow-
ing consumer demand has encouraged producers
to be more concerned about food quality. Various
food certifications and regulations have emerged
to achieve it (Barrett et al. 2002; Josling 2012; Qiang
et al. 2020). For example, free of Sanitary and Phytos-



Agricultural Economics — Czech, 68, 2022 (5): 180-188

Review

https://doi.org/10.17221/401/2021-AGRICECON

anitary Measures content and organic certification are
required to ensure food quality and safety (Paarlberg
2002). Food certification also makes tracing the ori-
gins of food more accessible in the event of a problem
(Opara and Mazaud 2001). On the other hand, this cer-
tification is considered a trade barrier since many agri-
cultural products from developing countries are unable
to meet it and are refused entry to developed countries
(Diao et al. 2002). This is exacerbated by the fact that
many certified farmers cannot sell their whole produc-
tion at certified prices (Méndez et al. 2010).

Finally, EG can help improve food diversification and
supply chain (Renard 1999). Agricultural production
factors and food are becoming more readily available
and traceable (Opara and Mazaud 2001). Many new
food processing businesses have sprung up in devel-
oping countries and increased food diversification
(Camargo and Wang 2015). Furthermore, many multi-
national agricultural corporations invest in developing
countries and link upstream and downstream (verti-
cal integration). They act not only as providers of ag-
ricultural production factors but also as producers,
processors, and retailers (Biles et al. 2007). Likewise,
in developed countries, EG can increase the availability
of raw materials for industry and ensure the continu-
ity of the food supply chain (Renard 1999). This makes
food more accessible to customers (Nelson et al. 2016).

Trade. As previously stated, EG has allowed farmers
in developing countries to sell their products to a larger
market. Due to increased consumer demand, pro-
ducers and business people compete to expand the
volume of agricultural exports and imports (Murray
2000; Hopewell 2013; Serrano and Pinilla 2014; Prasad
2015; Schwarz et al. 2015; Todirica et al. 2018; Qasim
et al. 2020; Ghazal et al. 2021; Guo et al. 2021). From
1986 to 2016, the total agricultural physical trade in-
creased by 2.55 times with a gradual growth process
(Qiang et al. 2020). This trade is supported by the spe-
cialisation of agricultural commodities in each country
(Nelson et al. 2016; Urrego-Mesa 2021). This is similar
to argument of Smith (1776) and Ricardo (1819) that
free trade causes a country to specialise. As a result,
each country's agricultural trade becomes more com-
petitive (Losch 2004; Abbas and Waheed 2017). In ad-
dition, many producers can boost their income and
improve their livelihood (Nigh 1997).

This point of view is still hotly debated. According
to Meher (2009), EG failed to provide small farmers with
a better and more sustainable livelihood. They can't com-
pete with farmers or businesses that employ cutting-edge
technologies. They lack the technical ability and financial

resources to use sophisticated technologies (Nugroho
2021). EG also causes farmers to lose agricultural land
because it was bought by a foreigner and reduces access
to public agricultural services (Todirica et al. 2018). They
eventually went bankrupt, lost their jobs, were frustrated
and even suicide (Ghosh 2009; Cheshire and Woods
2013; Pirnea et al. 2013; Pirkle et al. 2015).

Another problem is that many countries raise trade
barriers. Whereas countries with competitive produc-
tion sectors and great export potential have pushed
for more open markets, those that are less competitive
and scared of negative effects for their farmers have
been hesitant to push for more liberalisation. Like-
wise, many governments intervene with subsidised
programs (Goss and Burch 2001; Diao et al. 2002; Bul-
lion 2003). As a result, trade is no longer fair, resulting
in significant losses for agricultural businesses and de-
creased exports (Atici 2005).

Economic, social, political element and environ-
ment. EG has a significant economic impact on ag-
riculture. EG increase economic growth, the share
of agriculture to GDP, employment in agriculture; de-
velop the rural and urban area and reduce poverty (An-
derson 2006; Reardon et al. 2007; Méndez et al. 2010;
Ding et al. 2016; Kamran et al. 2021). However, eco-
nomic growth is unequal, resulting in agricultural ineq-
uity. Only a few parties get a large share of profits from
agricultural trade. In reality, this disparity also exists be-
tween developing and developed countries. Global agri-
cultural trade is considered monopolised by developed
countries and some multinational companies (MNCs),
so many of the profits are concentrated in these coun-
tries (Reimer and Li 2010). EG also cannot increase
productivity in terms of workforce development and in-
stead has a negative impact on the use of child labour for
agricultural activities. Instead of attending school, these
children choose to work on the farm (Minten et al. 2007;
Lin 2021). Many countries have also issued policies that
refuse to limit domestic agricultural support and expose
it to imports (Gulati 2000). This shows that EG also im-
pacts social and political change (Murray 2000; Ghosh
2009; Méndez et al. 2010; Schipanski and Bennett 2012;
Winkel et al. 2016).

For the environment, EG has both beneficial and
harmful impacts. EG increases pesticide and fertil-
iser use while improving resource efficiency (Jorgen-
son 2007; Jorgenson and Carolina 2008; Méndez et al.
2010; Lambin and Meyfroidt 2011; Schwarz et al. 2015,
2019). The efficient use of land and other resources
is achieved by applying technology, improved plant
types and mechanisation. Meanwhile, EG contin-
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ues to have a detrimental influence on resource sus-
tainability (Atici 2005; Schipanski and Bennett 2012;
Li et al. 2017). For example, groundwater use increases
for irrigated commercial crops (Ringler 2005; Schwarz
et al. 2019). In developing countries, environmental
degradation and deforestation are caused by the use
of chemicals and resource overexploitation. It appears
that agricultural business players have become less con-
cerned about environmental sustainability due to the
commercialisation of agriculture (Hopewell 2013).

Infrastructure and R&D. EG has a beneficial influ-
ence on infrastructure and R&D procurement in devel-
oping countries, with no negative consequences. First,
because of the massive amount of FDI inflows into de-
veloping countries, EG helps construct agricultural in-
frastructure (Mykhailov et al. 2021). Furthermore, the
mechanisation of agricultural cultivation occurs rap-
idly, resulting in increased yield (Ozogul 2012). This
also affects agro-industry upgrading, resulting in a rise
in the added value of agricultural products (Fold 2000;
Reardon and Barrett 2000; Neilson et al. 2020). Sec-
ond, EG helps to accelerate the transfer of technology
from developed or MNCs to developing countries. This
is achieved through several international research col-
laborations, FDI inflows and trade cooperation (Tanaka
et al. 1999; Malezieux 2000; Parayil 2003; Ozogul 2012;
Camargo and Wang 2015; Song and Zhang 2016). De-
spite this, local agricultural businesses can suffer as a re-
sult of their inability to compete with MNCs in terms
of capital, technology, and marketing. Moreover,
it is likely that FDI is only concentrated in one country
and causes losses to other countries because they are
only used as a target market without getting FDIL

POLICY IMPLICATION

Developing countries must implement several poli-
cies to gain from agricultural trade. The country's
government must focus on: First, developing human
resource capacity building. Farmers in developing
countries must continue to receive agricultural pro-
duction, marketing and management education such
as a step to face climate change. The counselling also
must be accompanied by organic plant cultivation
to meet current consumer demands. In addition, farm-
ers also require counselling on organisational manage-
ment, processing, marketing and negotiation. These are
the weakest aspects of farmers, making their bargain-
ing position low and obtaining unreasonable prices.
We envision that farmers will deal directly with inter-
national partners, establish worldwide business ties,
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and adjust to globalisation's economic and political
challenges in the future. Capacity-building programs
are also required for agricultural extension workers,
particularly in information and communication tech-
nologies. This is needed to accelerate and expand the
reach of agricultural extension. Finally, capacity build-
ing is mandatory for governments in developing coun-
tries. In fact, corruption and inefficient bureaucracy
can cause EG to fail from having a positive impact
on agriculture. It is necessary to improve good gover-
nance so that policymaking in the domain of EG be-
comes more accurate. Second, enhance agricultural
industry partnerships with farmers. The government
should make contract farming mandatory for the ag-
ricultural industry. This will be beneficial to all parties
involved. Farmers will get production factors and fi-
nancial help from partners, as well as price and market
certainty and technological transfer. Meanwhile, the
company will have a continuous supply of high-quality
raw materials and reduce production expenses. This
is also a phase of vertical integration that adds value
to agricultural commodities. Most importantly, the
greater the food industry, the stronger the competi-
tion to supply physically and economically accessible
food to customers. Third, intensify infrastructure, re-
search and technology. Infrastructure is one of the
considerations for FDI inflow, especially for MNCs.
This is to ensure the production and marketing pro-
cesses operate smoothly. Meanwhile, technology will
increase the quantity and quality of food production,
enhance total resource efficiency and reduce envi-
ronmental damage. Modern production technology,
mechanised equipment, and environmentally friendly
production factors are some of the initiatives that may
be implemented. Nowadays, increasing food produc-
tion is critical, considering EG can trigger a country's
food dependence on imports. This situation is not ideal
because the crisis and fluctuations in world food prices
often jeopardise importing countries' food security.
Likewise, consumer requests for food certification are
becoming more diversified due to increased aware-
ness of health and environmental sustainability. This
has an unavoidable influence on producers' concerns
about using research and technology results to attain
certification. Fourth, eliminate disincentive policies
to increase agricultural trade. Developing and devel-
oped countries must gradually minimise agricultural
trade intervention, particularly those that harm the
domestic economy. Developing countries must impose
friendly' regulations on FDI inflows into agriculture
and eliminate sophisticated bureaucracy. However, this
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activity must be carried out with caution to ensure that
the investment results in agricultural products with
high added value and are environmentally friendly.
Fifth, strengthen bargaining position in negotiations
with developed countries. Developing countries must
have the courage to 'elevate their status' in front of de-
veloped countries when negotiating agricultural trade
agreements. They should be considered partners and
have an essential position as suppliers of industrial raw
materials in developed countries. Developing countries
must join international agricultural commodity organ-
isations and regional integration to promote coordi-
nation in the face of changing conditions and policies
that impact their exports. Other than that, developing
countries must consider their agricultural capabilities
to oppose any adverse arrangement and protection
in developed countries.

CONCLUSION

We conclude that EG provides gains and losses for
agricultural development in developing countries.
EG may boost production, supply chain, food security,
trade, and improve economic, social, political element
and environmental conditions; and accelerate infra-
structure development and R&D. On the other hand,
several studies show the opposite, indicating that the
implementation of EG is indeed debatable, especially
on food quality, food safety and, food security in devel-
oping or less developed countries. In this regard, the
loss of food self-sufficiency is critical. One point that
must be emphasised is that no country globally will
be able to avoid EG. Developing countries, particularly
in the agricultural sector, must be prepared to deal
with EG. To that end, we recommend several policies,
including developing human resource capacity build-
ing, enhancing agricultural industry partnerships with
farmers, intensifying research and technology, elimi-
nating disincentive policies to increase agricultural
trade and strengthening bargaining position in nego-
tiations with developed countries.
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