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Agriculture has beenl.'J'f)red and prote,t',i I wt/le tade policiesit,1v lped c(utrie's 
in de'velopit (f1i ItrtIre't'./ (I it tilt exl '4 xp/ft.i il s at/i " /v sli/ rtlihtstlf ns '/ 
IInpriolected impnortiiles In angriculture, T p rotect , ifn c&.7str;lns Cxpansim wf tem
pe'rate ,li t rfpi t''I',ftNj 1)rt /an ,OU11trE s.l,:ri tilturi/ 1ini/fy.l . Pvte'ral sttdies 
/3ii'' t'stillatE'dtile'ft't. ofl l h,tri/i 1 rs f world pr i'5, es1 trid In m pfort 

earings, .fl /f -\tlt' s_. ,'' , fit'fic/o/te . 1/'rll l/d )m''/ft rflroi t c f/f i7il ! foEtr 1 ,v 


h,/i'tifa .'I' agriittftril /f(ffifi1S of/ tl, iosl /i : (fltittiE's hou:,d Iyb Itf'rnatif nl 
YItl's f f t, lit/ tM , ,lt' ,tfcfU/ E I, ffitt itcb prod, 'Ero,' Irt, ,'f's am I i 'l lol"t ) 

.ht t)-1e1 rj1,lti. ,fZ'd. 1.i'f'fi I/ sit(b ,ff ti c/hIj (it 1Xist, / il# i/l' lf'sihl,' 1i'in. 

to obtain slf'/ , ,filiani' arc m.t'ftiilly most leasibl,1,,'lUis'f'. II.,' ipproaches./Jr 
df,vzeloping ,,mtre to oblta' somo,melsturf, o/ lttfwrahizatiotiIn the Uritgualy Round ol 
tr,idc mt, lgo t tn In, dtscuswoi. 

This article first highlights some of the traditional and emerging issues of interest 
to de%chfping cf untries related to trade policies and negotiations on agricultural 
products in the framework of the General Agreement on Tariffs and Trade 
(GATT). l-his is followed by a presentation of the findings of several studies on 
trade liberalization il,agriculture. The conmplex patteri of agricultural protec
tion in the countries that beciong to the Organisation for Economic Co-operation 
and Devel, ment ,ou:i))and its implications for th diverse exports of develop-
Ing co,intries are central theme; inthe second section (of this article. The last 
s01:ti0n presen s soIme thoughts oin what IClVeopiw , ,:ountr;es should ask for and 
offer inthe lJirtIguay Round of the Multilateral 1.ade Negotia ti"Is (.-Mr1). 

I. BACIKGROtIND: AG;ICU.TtORI IN Tia GATT Sisi.S 

Itisnow generally rvcognicd that developed countries give significantly 
greater protcction to agric'ltture than to inMaufacturing. WhJe the -legree of 
protection tends to rise and fall with world market prices, d,I iestic food prices 
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in Western Europe and J.:pan arc (ften twice as high as international prices(Anderson and ltavl 1i9W. In motst industrial countries, agricultural tradepolicy ha, beei(le ansm tttriuict 0) val id;te pricC-,;upport policies aimed at
redistributing 'liue t'cinc ,igni.:1 ir


In iillV IC'%ChpIrirg Citinotrie_.s, llmve 
 cr, ,1gr tlliirc is iaxcd "ta llilltfactnr
iMV is tl*,ti ill' pro(tecItd 11 iBot CipetilI 60i ut there iS a lurther contrast.In dCv,.loped Ct)tL,.rit's tgiciit re , >' pI cit )lr(tCcted, aid it Was excludedfrom thc dkcmp1LieC. ,)I :he1 II fronllIthc egirtillrig. (mversel-, mIlany developrug ciili ,s I e ,,l!hiw,,c ,n intpiirt mlhibtilioiin Strategy, \0tli agrictlIture
oteni riegle,t d I C'!u-,e inlhistrjaljitiiii5,as, explicitly ()r inillcitly favored.This iitr;induLir\ coira,1 \will be. iriIPr-tIrit Liuter wci we diScu "reciprocity" 
in tradc icgrit Inlit i).

Trade ii tertper.itc igricL1tIiral prEIdLIct's I beenhis C lt problem since the b-ginring (if ninhluiteral traio, nicg iatiots. As, ras iiateriols, niany trmpical prod
ulcts Iac relative liiv,h1elI e\ rCr(cti() I Il ) COlitries, an.L there are11an11V ii pt1(t e ii sthee ChIlrrioditisC, to expIid exp(rts. As smiah, a largevolume (it agricultural tradC ii tiopical prodictS (perat''S under (;\TT rules.ExporterS of t4 piurcriti lld ,ibtropical pr( ducts, IE(Avever, face sever. I restrictioIns E)I lllllk'1 t esS to) 1)(It)CEoittries, This conieS frorii piolectioi t, reducesubstituls ill ,con ipliri(ir front tariff eScaltition Is the level of processingincreases; aid inm lhe tact thai Svcral products, such as Sulgar, livesticck andrice, are proLducCLd in bt(h tllr:nope.Ite intl tripical regions.

MItrch (ofthe trIdC ill ih,, r1i.im tcntpmra c and subtropical agricultural productsis beyoid (;AT r rule. i he .United States ill the past and the European Economic
Colmlni tin tt !..>C id [ipin tid,h a1Ve inrisisted that donestic farm policyImeasires stultLd 11it be subject I( i nilnriitioniIa li nitalions aind F;cr'trny. Exemp
tions have freqCnLrt t beeti siuight fri tle (froI T disciplines, stch as the waiver
granted tE tihe I iiited States ill 1954, atid itl ire receritly the tacit acceptance oftle Common Agricltural l>Policv ( CAP>7 ()t the l-::.

l)uring thellst few dciCCdC., agriculturiI trade haMs been drifting toward hilateral agrctierntS ,intd ntrrkei-sbaring ar ringelnieits, 
 with the tacit ;iccept.a]aCe- ofgerierotl , ",ialfegguards" ,giiLst st(-called tll air praicticcs. There has been midr aimatic increase in sitbsidits to t griculture iil irIdutr d coIuntries coml-ared wi~h
the levels previili rig 
 tele ago. larnit Sup.port ii rhe United States hisincreased froi S2.7 billiom (billi(m is I 000 million ; dollars are U.S. dollars) in
198i) to t record S25.. Ibillio in I i:ii] :( taixpaycrs spent around S21 .J
billion on farril slp()rt il 198i6, up frmll .S(0.2 billio tell years aIgo (Economist,
 
Novembcr I S, 1986).


Levels of pri tectioi (of \\Erld agricutarc are higher than at tC;! beginning ofthe Tok.o Round ii 197.-3, iliid the t1wi)r act(rs ii trade have not showni acommitment to freer muhItilateral trade, nor to a stronger GATT with the power 

1. There iru g(iiid rei'.uisliir diubinig [fite cl iiit .. ,s t I curemU policies in raiding st taltfarmers'incemis. Eipiricil upiirzing wtvrk i this c .tjijin i%hiind ii (AVI f 986, p. 29). 
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to establish rules and enforce them. The relative ineffectiveness of the GATT in 
dealing with temperate and subtropical agriculture products in the past has been 
recognized by most analysts. For example, the 1985 i.eutwiler Group" Report, 
written by an independent stUdy group appointed by the Director-General of the 
GATT, contains fifteen principal recommendations il trade reforms that govern
ments need to address in the coming years (;aTrl 1985). [he recommendations 
include "clearer and fairer rules for agricultiral trade, with no special treatment 
for particular countries or commodities,' and "greater integration of developing 
couLntries Into the tlading systreni, with all the accompanming rights and responsi
bilities." While there is hardly any disagreement on the need for reform of 
agricultural policy, the definition of and approach to agriculture in tr;de negoti
aIons remains a major challerlge. 

(ereaI imports by developing cr lltries are the principal growth arca in world 
agricultural trade while imrre than 0.5 percent of developing countries' agricul
tural export reventres canmc frorr exports to the wcalthier owcA countries (Val&ds 
and G;naegv 1984). More gerrerally, the rare at \1hich ,nay developiig corn tries 
grow is a functionl of tleir export earinings, most of which are from agricLIlture. 

A harsh reality for developing countries intagriciltrtrl tradle is that adherence 
to rultr ilateral trade rules by major economies (the United andUEC, States, 
Japar) "1as far grea ter ram ifications than adherence by stnaller economies (most 
developing cc trtries), because the consequences of their actions oti agricultural 
trade flows and world prices are so1much more widespread. In no other major 
sector is ',ura Ihigh proportion of production sold on world markets at less than 
domestic prices. ]'his is, to a great extent, a direct effect of domestic farm 
policies of developed countries. 

What C;ttt developirg countries do? Because developing countries individually 
have little market power, arid there is no mIni ified developing country representa
tion in trade iegotmations, it is in the interest of the weaker countries that the 
binding of the strong by interriational rules be accepted. Inthis sense, the (;ATT 
could serve is a safeguard for the weaker powers. It would appear that develop
itig countries have no real alteriative to the (;A r system. 

.ooking,beyond Al ,,asur'sA.'pp/i'd at the Border 

The analysis of nonlborder policies affecting agricultural trade has two related 
dimensions. One is defini ing what cornstitutes a "trade" Measure, considering the 
various forms of domestic assistance to agriculture. The other relates to the 
increasing influence on agriculture of iiacroecoinic policies affecting the ex
change rate and thus the competitiveness of agriCUItUre. 

In the past, much of the international effort to improve the trading system has 
focused on measures applied at the border, such as raritffs, quantitative import 
restrictions, and export subsidies. The distinction between border arid nonbor
der domestic policies breaks down, however, since dome,:tic subsidies and taxes 
affect trade flows (Blackhtrst 1981 ). This is particularly relevant for agriculture, 
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in which farn products are influenced by domestic price policy including financial assistance, inpil1t so lksidies, aid tax policies. Trade policies support domestic
prices; without frontier barriers ()ii the same products, nonfrontier policies such 
as production su bsidies w%%(iId tend I() ha ;'c rather Jhnited effects oni trade flowsin the long run. ( I1l l, dlomlestic p(liciCs live not bCCn CfftCCivelY subject
to the (,iAF's traldc rtiL alt h(Mgh tile tI.adC effects Of soubsidies received muchattentio ill the 'lo6k\) ,oUid. Thius, even ift h legotill,, were io focus on 
tile border elastre, rcquircd to ()praeI' tililiCIC pldiciCs, eliminating border 
measures is a threit to d(miestic progrmis, the ncgotiators therefore inevitablyface the questiM (of whcthC- doLmestiC plic\ can and should be tle sUhJcCt Ofinternational iCgilti itI]s, and \V!hat nechanisnis canl Ie deised I() offset theimpact (if naiiii pol icius (ii world markets wlwre such effects arc seen to be 
negative. 

In recent years, mlist new in striment s tii) in fIuiice trade fhws have beennontariff harriers (NrOs), which often create a problem of negotiability since
their effects ol irade fliws ire hard to assess. Several studies haVe d(ocuLented
the widespread use of Ni IBs iii agricultural irade, altht(gh Nii, are in violation 
Of GAFT principlcs when used as protection devices (see, for example, Aistralian
Bureau iOf ,'\grictril lcnmi ics I 985; Ni gucs, ()lechowsk]i , lid Winters1986, and World Baik 198611. Therc his been iii upsurge ii the proport ion ofagricultural trade sibjcCI I() such NI 1, AS iltiaiitatitve restrictions, government
procureicmt polici's, Lecinicil harriers to) trade (including health ;111( sanitary,
packaging, and labling rCgulaItioIns), ClistoIS valuIatiMs and nomenclature, andmore recently, v()ulutiar\ export r,"straints. Mlanv of these NTIS, iicluding state
trading, coiId rendCr rMoist oif the current rules Of the (;A-I T virttally ineffective.
Given the form that protection is taking, predominantly as NTBs, Arid the lack of
consistency of mamv (ifthem with (;.,\ I-r rules, the QA1rF system is rot only having
increasing diffichliv in furthcring trade liberalization but Aso in safeguarding
prcvi()tislv ncg tiatcd levecls if m:arket access (GAII 1986).


NTs are niore 
diverse and less visible, add a considerable uncertainty toexports, and are iore selective than tariffs. Tiade negotiations coUducted on thebasis (if trade t-hws--as implied by rcciprocit -- arc unlikely to be productive
 
when attempting to re"dLcC 
 NTBS. Reciprocityv requ ires some kind of valuation of

tile mutual coniicessiols being fferCd , butl 
 with So)maitIv NiTBs ill effect, it would

be impossible to (ILIaIitify c lccss
cesi0on( either side (e)ell 1986).

A second major n(inborder influenice otn agricultulal trade is macrcconomic
policy, which influences exchange r.it's mid ih us igricuural markets and trade.As ;a illustration frilln the CxpCricicic Of iilduisttri,Il countries, the rise in the valueof the dollar ill 198 3--85 brought in ternatL binMl wheat prices cosc to the artifi

2. Sn;ip 19S- ml cs t' ls hr ,Iltinlcl'rnil)li 
for agriculturc in'ic, nuntrli muliao.-- rmircr uhin 

)Iltnt lil ' ll'gollll(illb 1 1il lictr bhirrit'r, which 
un dmn i, stikidicN, (a) 'cwtse t, Ic harri'rs aremore hiarnlii pljc t I I('i ,ihcr tin'Iii0lt. (1a.1r11 iti ,'rharricrs p iit. bctcuis tiher buttress internal pricc-slupp di nt',isurc; 1n11 1i I'LAcHisc Of diftjciiTlS (it agrt'cment On ihe d'finition and

iic;lsurreni t (t lit IridIc . CCIS niti ilroillicr p)hlics. 



cially higher domestic prices of the E1:C (in EEC currencies), thereby reducing 

their rates of protection and their export subsidies, and relieving the financial 

pressure on the CAP. In this case, macroeconomic policies pursued in the United 

States had a significant impact on the i:uils grain policy. 
This raises the question of whemer to use an index of protection in the 

negotiations. Farmers are likely to resist adoption (-f ,acasures which may be 

favored by economists that make the extent of pr(,'.,1ion transparent, however, 
such as nominal rates of protection or producer subsiiy equivalents ( rsis). They 

would argue that they' buy and sell in their local currencies and hence the prices 

they face should not be based on measures which depend so much on the 

exchange rates at the time of mnCasurcment. This objection is enot, of course, 

specific to agricuiltLire. More generally, I would acipate that the link between 

protection and exchange rate misalignment \vill be:ome a major issue particu

larly for developing countries as thyc become more integrated into the GATT. 

I1.Tin: IN(:IDENCT 01: AGR(;.ICUItIRAE PRorrCHiON IN OECD COUNTriES: 

FINt)INGS 01: DIFFiRiNT TUIES ANi) lMPI.It'A IONS 

FOR DEViOPiNGC OUNTRIIS 

The direct effect that industrial couLnttries' farm policies have on other coun

tries has three dimensions: they depress world prices and hus developing coun

try export revenues; they result in savings in developing countries' import costs; 

and they induce greater :nstability inworld prices. Most economists agree that 

to achieve more rapid economic growth, developing countries' trade regime 

must be made more neutral mimong industrial and agricIltural tradables. In the 

medium term, however, tile current slow growth of the international economy, 

combined with the high rates and the unpredictable nature of protection in the 

principal agricultUral markets, makes it difficulh for developing country policy

makers to hold the line against domestic pressure groups who demand a more 

inward-looking trade policy'. There are no real prospects for developing coun

tries to reduce their foreign debt stIbstantially without a rapid xpansion of 

foreign exchange receipts, which come from agriculture in many' cointries. Most 

heavily indebted developing countries cannot further restrict their imports to the 

amount necessary to generate a larger export surplus to pay for the foreign debt. 

The trade restrictions imposed by developed countries include tariffs and 

NTBS, and they vary considerably in severity among countries and products. 

They all tend to lower world prices by artificialy reducing domestic conslumption 

and raising domestic production. As a consequence, the volume of exports from 

nonsubsidizing coLIltries is reduced. Price and volume effects together translate 

into a loss to developing country exporters of foreign exchange and welfare. On 

the other hand, many developing countries have 1benefited from trade restric

tions on cereals iII developed countries as protection has led to lower world 
prices of th,'ir cereal imports. 

A few studies available now (table 1 ) have assessed the effects of agricultural 
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Table j. Agricuturl Trade Liberalization Literature in the 198 0s 

1980dNote: All studies liberalize tariffs and nontariff barriers. 

-ltyr 
Trade bar'rer 

oi study'
Valds and 

Zietz 

)tirsi.Jr 

pub/gls,:d 
198(0 

JhberahZjing 

are,j 
OLCD 

Crops 

liberalized 
99 comnmodities 

ri 'dlC!ion 

Ipercent) 
50 

Years 

cotered, 
1975-78 

Lngermann 1982 Global Beef 25, 50, 100 1977-79 

Krosqitz
Koester 

Koester anrd 

Schlit0 

1982 

1982 
EEC 

EEC 

Cereals 

Sugar 
100 

100 
1975-77 

1978-79 

Roberts 

Kirmani, 
Molaioni, 

and Mayer 

1982 

1984 

EEC 

Canada, EEC, 
Japan, United 

States 

Sugar 

Meat, sugar, and 
cereals 

100 

100 

1968-81 

1977-81 

Matthews 1985 EEC Cereals, sugar, 

oilseeds, dairy 

products, aind 
Schiff 1985 Argentina, 

meat 
Wheat 

100 
_h 

1581 
_.b 

Australia, 
Canada, -EC, 
Japan, 

Zietz and 
Valdes 

1986 
U.S.S.R. 

OECD Wheat, tmaize, 
beef, and 

Tyers and 
Anderson 

1986 (1) 
(2) 
(3) 

Global 
OECD 
Developing 

sugar 

Grains, sugar, 
and livestock 
products 

100 

100 

1979-81c 

1980, 1982 

Parikh and 

Tims 
1986 

countries 
Global Cereals, beef, 

lnd dairy
produts 100 

a. Years covered in trade flow mlarix and serving a base for protectimon levels.b. Estimates free trade, iniirket-clearirg world price based on econometricallv estimated tradeequations for 1960-80. 
c. Effects based on 198.3 protectiol levels were also comtputedd. Based on data for 1961-76, updated to 1980 where iecessarv. 

protection on world market prices, export earnings, and import costs, and onthe resultant welfare gains and losses. Some have also analyzed the benefits andcosts of trade liberalization and have identified the products with the greatestpotential for export growth.Several problems arise when comparing such studies. Commodity definitionsoften differ. Kirmani, Molajoni, and Mayer (1984) used broad aggregates suchas meat or cereals rather than specific commodities such as beef or wheat, and 
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Tyers and Anderson (1986) study coarse grains rather than maize. Vald~s and 
Zietz (1980) distinguish between raw and refined sugar, although their 1986 
study uses only total raw sugar equivalents. 

Also, few studies use the same base period, and prices for different years can 
vary widely. In 1980, for example, the world and New York spot prices of 
Caribbean sugar were approximately 29 and 30 cents per pound, respectively. In 
1985 the world price was 12 cents and the New York spot price was 27 cents. 
The work of Vald~s and Zietz (1980) is based on 1975-77 ave:a.ges, as is that of 
Koester ( 1982); Matthews (I 98,i) takes 1981 as his reference year; and the Zietz 
and Vald6s (1986) study uses an average of the years 1979-81, as do Kirmani, 
Molajoni, and Mayer (1984). 

Another problem is that large differences in the level of protection can show 
up, as Kirmani, Molajoni, and Mayer (1984) reported for a number of surveyed 
studies. Finally, use of different methodologies between studies can make corn
parison of results meaningless. In the light of the above problems, most of the 
comparisons that follow have to be viewed with caution. 

This author and J. Ziet'. analyzed a hypothetical 50 percent reduction in trade 
barriers for 99 commodities i 17 developed countries (table 2). The effects on 
the export earnings and import costs (,f 56 developing countries were quantified, 
and the most promising products for these countries were identified. 

Given this 50 percent tariff cut, developing countries w',fld have increased 
their export revenue by II percent or nearly S6 billion in 1985 prices, and the 

'Table 2. E.-l'ects ofa 50 Percent Decreasein ()IECI) Tiri/f Rates on Export 
Revenues ahd Import Costs !1brSelected Commodities 0/ Developing Countries, 
1975-77 

AIl Ai i~ldl,'- and 
developing Low -income' igb-income 

Commodity cou ntries c ountri's contrites 

Change in export revenue (millions tv I S dolar.,' 
Sugar 2,108 394 1,714 
Beverages and tobacco 686 191 495 
Meats 655 33 620 
Coffee 540 12.3 417 
Vegetable oils 400 60 339 
Cocoa 287 21 265 
Temperate-zone fruits and vegetables 197 60 137 
Oilseeds and oil nuts 109 19 90 
Other 883 96 788 

Total increase of all exports 5,866 998 4,867 

Change in import costs (millions of 1985 dollars) 
Cereals -876 -530 -345 
Other -497 - 152 -345 
Total increase of all imports -1,373 -683 -690 

Note: "Developing countries" include those with populations of more than 4 million in mid-1975; 
country classifications as defined in World Bank (1986). 
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export revenues of low-income countries separately would have increased by 8.5percent. Trade flows and OLCD protection have increased since 1977-79, (thebase for these calculati)ns) so that the benefits of liberalization would be sub
stantially greater in 198.5.

For most commodities the price change ranged between 2 and 10 percent. Asexpected, the world price cliage was nil for the few conmiodities that facedlittle or no protection in the o.ci) markets, including cotton lint, 1111C, naturalrubber, sisal, and hemp tow.At the other extreme, the calculated price change ofwine, roasted coffee, malt, and cocoa paste cake fluctuaLted bet ween 10 and 1,5percent. Apart from the change in world price, which reflected the degree ofprotection, changes in export revcnues were determined by the initial marketshare of developing countries and their relative export-supply ela:iticities.The study identified many oiler commodities with significant export potential, including green coffee, wine, tobacco, and maize. Two critical commoditygroups, capturing approximately 47 percent of the potentia! increase in exportrevenues for developing countries, were 
and 

suigar and its derivatives (36 percent)iicats (I I percent). latin America would have captured 6.3 percent of thetotal benefit from sugar and its derivatives, followed by Asia with .34 percent.j;tiialler countries not included in the sample, such as Cubha, Jamaica, and M; uritius, woti(d aIso bienefit subLIstan tiaIlly from liberalization in these areas.It should be noted thati the developing countries studied capture 50 and oftenas mItch as 7()--80 percent of the additional (.verall trade resulting from tradeliberalization in agriculture. The developed countries exports that expand arecomnmodities such as \v heat, pork, and mtitton and larib.In a more recent stidy reported in table 3, protection and trade valuesupdated werefor wheat, niaizc, beef, and sugar; adjust ments were introducedallow for c tosontries changewhich from being net exporters to net Importerswhen protection is rd ucCd; and a hypothetical removal of trade barriers (instead of a 50 percent rediction ) was exaimintied (Zictz and Vaidcs 1986). Sensitivity' of the results to different elasticities \was alsotrested.
The price increases predicted by the model for sugar vary between 
 13 and 30
percent, depending on the supply elasticity used. The price changes predictedusing 1983 protection levels ire more than twice as large as those estini,'edusing the 1979-81 protection levels. Even more dramatically, world beefports would more than ex
double following this libcralization. From 1979-81protection levels, trade liberalization in all four commnoditics would be predicted
to create an increase of approximately 
 S 10 billion per year in fereign exchange

earnings (in 1980 dollars).The coasiderable increase predicted in the export earnings of developingcountries reriorted in tables 2 and .3does not imply that all developing countriesshare equally in the gains frori trade liberalization in cit her abisohltte or relativeterms. One way to break d(,wn the distributive effects is presented in table 2,which analyzes the potential effects of liberalization on a group of low-incomecountries separately (defiied as those with a 1981 per capita gross national
product of $400 or les:s). 



Table 3. Changes in Prices, Export Revenues, gnd Welfare Due to Trade Liberalizationin Sugar, Beef, Wheat, and Maize: 
Varying Domestc Supply Elasticities 

Percentage -
Absolute Cxe " 

lDezelop mg 
o!l/ns90 dolla.rs 
l), ' l opi/,n.g Deve lfoping 

chan_ge_ I let,.'l )tn g attrt'wt r C, ntrv o it :trY CoUntry 
Commoditv and country 

suppiy elasticity 
World 
price 

XXarld 
exports' 

foreign 'xcl-atnge 
earnizgs 

experters 
'ei/ar, 

iz/urt 
bill 

net 
telfare 

Suga
0.6 fox all countries 
0.06 for EEC members 

16.7 
13.6 

12.4 
10.4 

2.75 
2.19 

0.60 
0.46 

-0.33 
-0.31 

0.08 
0.03 

6.0 for all EEC and 4.0 for all other developed 
1.2 for all developing 

29.4 
12.9 

31.3 
16.8 

5.11 
3.04 

1.25 
0.49 

-0.42 
-0.48 

0.39 
0.09 

Beef 
By country (0.38-1.02) 
0.4 for EEc and Japan 

18.5 
16.2 

167.7 
143.2 

5.10 
4.38 

0.54 
0.43 

-0.33 
-0.28 

0.32 
0.22 

Wheat 
By country (0.4-0.9) 
0.8 for all developing 

12.7 
11.5 

10.2 
10.5 

1.17 
1.37 

0.13 
0.13 

-0.35 
-0.58 

-0.66 
-0.58 

Maize 
By country (0.19-0.91) 
0.08 for all developing 

11.7 
10.8 

35.6 
35.3 

0.61 
0.84 

0.14 
0.14 

-0.57 
-0.74 

-0.07 
-0.04 

a. The sum of net exports of all net exporting countries 
Source: Zietz and Vald6s (1986). 
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As suggested in table 2, low-income Countries as a group would be hurt bytrade liberalization in cereals. Table 2 also suggests that a small percentage of theforeign exchange gains from meats accrues to low-income countries. Liberalization for beef expcorts is mainly in the interest of middle-income developingCountries, particularly those in latin America, although the increase in exportearnings is split about cquatllx between developed and deceloping countries. Thegains to both low and middle inc-nle developing countries from trade liberalization in sugar are large, and onlyia small fraction of t;, total increase in exportearnings attribuable to Isugar is capt ured bv :eveloped COuIntry exporters. Mostof the gains from liberali/ation of trade iii wheat and maize would accrue toAustralia, (iLLada, And the United States at the expense of the .EC, and toArgentina, Thailand, aid a few developingl COlIntry) cereAi 

the exceptions.


Tible 3 shows the net 


i exporters which are 

welfare changes resulting from liberalization of fourcoinmodities. File welfare benefits from trade liberalization calculated here represent a transfer of re:il ncome ,Ic'eloping country exporters equali to to theincrease in export earnings less the reso)urce costs of increased exports. That is,the welfare gains to developing Countries come from an increase in the value ofthe original volume cot e):por, aid the inrcase of producer surplus in theadditional producto) for cxprt. Similarlv, die welfare loss resuts from theincreased value of ii lower volume of imports plus the loss in consumer surplusfrom the reduction in imports. -Ihe results shown suggest how interests amongdevelopiig c iiiitrics diverge according I( tile commodity being considered, as 
the), do on other fruits in the MtFN. 

In their study of tile eef market for the Food and Agriculture Organization(FAo), TIangerna no Mnd (1982)1 Krostit, find thai a complete removal of tradebarriers \onu1d result iII a world price increase of 47 percent, a Va'ue considerably greater than tii reported in table 2 (a comparison of several studies and some of their calculated world pricr increases are presented in table 4). Inaddition, they esimnate that world e.<ports would increase by 300 percent, which
is about donuble tile \,a:lCs found in the Zietz and 
 Vahtds (1986) study. One reason for the larger pcrcentage changes predicted by Eingerniann (1980) is hisasSiIIption that trade barriers arc removed in OCI) and developing countries.Koester ( 198)) uses the same methodology and data base as Vald6s and Zietz
(19'4)) but roncen 
rates his analysis on cereals. ASsuming a complete removal of
trade bairirs in the EuEc, 
 Koester predicts increases in the world prices of wheatancl niaize of 9.6 and 2.2 percent, both less than those shown in table 3. Theyare based on the assumption that trade barriers are removed only in the EEChowever, rather than in all OCD Countries. Koester also finds that trade liberalization in cc.:,qals as a whole resuhs in a net welfare loss to developing countries.Koester a,:d Schmitz (1982) examine the effect oti all beneficiary African,Carribbean, aild Pacific (,\(:i) countries of the protection given to sugar production in the EEC (the V:ild&S and Zietz studies are limited to those Countries with 5million or more inhabitants). Given the gains from higher export prices under 
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World Pricesof Trade Liberalizationin Selected
Table 4. Estimated Effect on 
Commodities 

Estimatetd inc reas tin world price (percent) 

Source ( 'reals Al'at ,d Sugar ()tbel 

\'alds and 
Zietz 
(1980) 

Wheat (5) 
Wheat floor (7) 
Maize (2) 

Rice (0.4) 
Barley (8) 
Sorghum (').6) 

Beef and veal (7) 
Bect preparations, (4) 

Pork (9) 
Mutton and lamb (4) 

Chicken (3) 

Raw (8) 
Refined (6) 
Confectionary (9) 

Roast coffee ( 1) 
(ocoa powder 

(14) 
Wine (16) 
Sovbeanls (1) 
Tea (3) 
Palm nil (3) 

Tangermann Beef (7-47) 

and 
Krostitz 
(1982) 

Koester Wheat (10) 

(1982) Barley (14 ) 
Maize (2) 
Rye (9) 
Oats (20) 
Sorghum (0.6) 

Koester and Sugar (12) 

Schmidt 
(1982) 

Roberts Sugar (7.2-11.3) 

(1982) 

Matthews Wheat (0.7) Beef (4) Sugar (11) 

(1985) Barley (3) 
Maize (0.5) 

Park (4) 
Mutton (5) 

RKice (0.1) Poultry (3) 
Butter (11) 
Milk powder (8) 

Schiff Wheat (15) 

(1985) 

Zietz and Wheat (12) Beef (16-18) Sugar (3-29) 

Vald6s Maize (11) 

(1986) 

Tyers and 
Anderson 

Wheat (2) 
Coarse grains (I) 

beef and lamb (16) 

Pork and poultry '2) 

Sugar (5 )b 
Sugar (3 .2)' 

(1986)' Rice (5) l)airy products (27) 

Parikh and Wheat (18) Bovine and ovine 

Tims Coarse grains products (17) 

(1986) (11) 

Rice (21) 

In a more recent study, these aiuthors have ,ignificantly revised their estimates of the price effects of 
a. 

tuthors provide estimates of price effects in their 1983 study. 
protection The same 

b. Liberalization in industrial market economies only. 

c. Liberali7ation in all developing economies only. 
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the EEC Sugar Protocol, Koester and Schmitz conclude that a removal of EECtrade barriers would result in a net loss to the ACP beneficiaries except for Indiaand Kenya. A -:udy by Roberts (1982) of EEc sugar trade calculates that developing countries as a whole could expect an Inc:ease in welfare of between 5370million and $570 million, compared with a loss to the ACP countries under theSugar Protocol of about S170 million. Roberts's results cannot be compareddirectly with t.he figures inI Zietz and Valds (1986) because of different assumptions regarding the scope .ftrade liberalization.
oPn,,atReport 1986 (Worid Bank 

More recently, the World Devel1986) presents estirlates of the effects of theLox Con vetieson on the income transfer derived from LEC sugar quotas to ACI'countries. 
The studies reported above isolate the effects of liberalizationmarket economies. by developedTyers and Anderson (1986), and Pari! h and Tims (9'6) tryto quantify the likely effects of global trade liberalization including liberalizationof developing countries' agricultural

those of 
trade. The results are generally similar toldd6s and Zietz (1980) aind Zietz and Val&s (1986)liberali:;tion. Tyers and Anderson and Parikh and Tiros, however, find no 

for oICD trade 
lossof welfarc to developing countries from liberalization of cereals, :ind they predicta substantial loss in foreign exchange earnings rather than an increase. This is aresult of the positive noninal protection rates for cereals found in several developing countries. Positive noninal protectionhowever, can in maiy developing countries,be viewed ispartial compensation for significant discriminationagainst agricultural import-substitutes resulting from ain overvalued exchangerate, high levels of industrial protection, and macroeconomic policies that favorindustry over agriculture (";Ido~s 1986). 

a 
While the selection of which countries liberalize their agricultural trade makesmajor difference in the potential trade effects, all studies that aalyzetrade liberalization in agriculture predict ar, increase in the world prike ii' part orall of the barriers to trade 

OECD 

are removed (table 4).highest for the The extent of this increase ismost protected commodities,
products. such as sugar, beef, and dairySugar prices are predicted to increase between
(Tyers and Anderson 1986) and 

a low of 5 percent
a high of 1.3 to 29 percent (Zietz and Valds1986), and both studies suggest a 16 to 20 percent increase in the world price forbeef. For dairy products, Tyers and Anderson (1986) put the increasepercent. .t27 
These world price increases accord well with the results re,;ched by the linked
system 
 of national agricultural policy models developedInstitute for Applied Systems Analysis (IIxsA) (Parikh and Tiros 1986). Using 10 

at tlw international 
commodity classifications, the HASA model predicts a long-run ,ncrease in worldprices of about 9 percent.This figure translates into a foreign exchange gain for developing countries ofabout $7 billion for all commodities taken together. Compared with Zietz andVald&s (1986) and Tyers and Anderson (1986),gain seems this overall foreign exchangelow. Both these studies arrive at a figure of around $8 billion, for 
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sugar and beef taken alone, evaluated at 1980 prices. According to Tyers and 
an addi-Anderson (1986), trade liberalization in dairy products would generate 

tional $7.8 billion of foreign exchange for developing countries. Another reason 

Tiros may underestimate the effect of liberalization is thatwhy Parikh and 

neither they (nor Iyers and Anderson), analyze the potential benefit to develop

ing countries in the major ilonstaple export crops, as opposed to the subset of 

foods and feeds from temperate zones. As ild s and Zietz (1980) have shown, 

dcvelopng countries are likely to realize substantial gains in forei;n exchange if 

or removed for such products as tobacco, roastedtrade barriers were lowered 

coffee, coffee extracts, cocoa derivatives, or oils and seeds. The authors have 

shown that the likelv gains on these products (for developing countries as a 

than compensate for the !osses developing countrieswhole) would also more 
which many of them currentlycould expect from the price increases in cereals, 

IIASA and T.c'rs/import. Becatise of the liMited commlodii) coverage of the 

Anderson models ote cannot columlode from thei.. that developing countries 

m i(iCD agricultural trade liberalizatiOu.would stiffer a net welfare loss fr 

A second benefit likely to bc obtained through liberalization is a reduction of 

world price inst ability. This effect results from the removal of some NTBS, specif-
Both

ically varmible levies, which insulate domestic markets from border prices. 

the m:t-((1985), and the Tyers and AndersonSchiff's recent study of whe.t in 
the system of protectionstudy (1986) arrive At the conclusion that 	changes in 

price stability. For example, Schiffwould contribute signi fic,iItl)' to world 

( 1985, table 25) estimates that the variability o. world prices of wheat would fall 

to remove itsfrom a coefficient of variation of 0.46 to 0.32 if the iH-:c alone were 

trade narriers oti wheat. If less price instability is valued highly, as the discussion 

of comtn( ,dity price stabilizat ion and buffer stcks seems to indicate, then the 

increased price stability rsulting froni liberalized trade should be included as a 

benefit in an overall evalua tion of trade liberalization.
 

are several limitations to these trade liberalization models. While 
noneThere 
some policy simulationso 	 them inicludes adlustminents for the exchange rate, 

in turn affect the domestic responsesmay affect the exchange rate, which could 

to the initial change in world prices. 
in the long than short run, andSupply elasticities teld to be mtch larger 

permanently ieducing trade barriers in developed countries would lead develop

to develop new export products and to expand their processinging countries 

probably encourage developing countries
operations. In addition, it would to 

resources toward increasing agricultural production, helping todirect more 

break the current climate in developing countries of "export pessimism" that 

inhibits the adoption of export-oriented policies in agriculture, as well as in 

other sectors. 
The increased uticertainty of world prices and of market access due to current 

OECD policies may also affect the trade response of developing countries. If OECD 

countries were to liberalize their agricultural markets, there would be lower and 

perhaps less stable food prices in the highly protected industrial countries but 
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higher and more stable food prices in the rest of the world.stimulate develop.:ng country governments 
This change may

both to reduce their eplicit taxatioa of agricultural prices arid to expand public investments in agriculture in order to take 
it or im

advantage of ,heopportunities to 
nior,: profitable and less riskyearn export inc )tne II international agricultural markets. 

Ill. ill: REC:NT (ATT ( I. r :r 'SP]ROPOSAL ON MINIMm-ACCESSNmI'OR t1EiiMENT ANI I'Itt)t( iNANCI) LXPORT SUBSIDIES 
There are two potentially inip rtant proposals by the GATT's Committee onAgricultturil Trlade that deserve special attenltion because of the way they relatemarket sh:ire agreements to domestic prices andThese tv, o proposals, submitted to the GA 

the financing of subsidies. 
t Coun,:il in 1984 and 1985, canunderstood as attempts to end the develop,,d be

countries' increasing reliancetighter import restrictions or subsidized expor'ts to ilianiage their internal supplyproblems. These 
on 

proposais were the subject of' a quantitatiVC'. evaluationX4ild6s and Ziet : (forthcom Iig). 
by 

Export subsidies, acco:'ding to the Committee's report, should only be maintained if they are fEtanced by the producers, thereby diminishing the net pricetiley actually .'eceive. Exactly how this might work depends on tile particularscheme that would be adopted to collect the fuids to finance the export subsidy.The Valds ard Zietz (fort hconirig) study assumedwould be plced on 
that an ad valorem taxtotal production, which would reduce total production.The secolnd proposal would require that countries maintaining import restrictions allow imports to reach some minimirum percentage of domestic production,which was takeo to be 10 percent for illustrative purposes. All import-restrictingcountries that do not already import at least 10 percent of domestic productionin the initial situaIX:,n would be subject to this "nminilnun-access" requirement.This rule would apply equally to countries that are net importers initially as wellas to countries that are net exporters (because of import restrictions rather thanbecause of coriparatiVe cost advantages). Four alternative scenarios and their
respective quaItitative iriplications 
 were investigated in the Vald6s and Zietzstudy.


The effecl; shown by tIe Iodel simulations of these proposals on 
 the worldprice and the foreign exciiarlge earnings of 58 developing countries are sumnarized in table 5. As one might expect, removalcountries results it) anl 
of trade barriers in the OECDincrease in world prices in each scenario,import demand as the worldcurve shifts to tIle right.depends not only on 

The size of the predicted increasethe type of measure proposed, that is producer-financedexport subsidies or minimm access, but also on the type of domestic adjustmentone hypothesizes for those countries directly affected by the changes in the traderegime.
The assumned effects of tae GATT proposals were compared with results in theZietz and Vald6s (1986) study, which assumed a reduction of tariffs and NTBS in 
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TableS. Effect of ProposedM'nimum-Access Import Req:irementand 
Producer-FinancedExport Subsidies on Wyorld Priceand Developing-CoFt try 
ForeignExchange Earningsof Sugar 

Change in 
developing country 

o ,reign 
elxchange earnings EEC 

Change in Constant nominal 
Proposed vorld price millions protection 
mcasure (percent) of dollars Percent coefficient 

Producer-financed export subsidies 0.73 105.6 4.0 0.57 
Minimum access 

Constant protection level 1.91 276.8 10.4 0.57 
Constant domestic prkce" 2.30 334.2 12.6 0.54 
Constant absolute surplus' 2.10 305.9 11.5 0.39 
Domestic market c!earing _ 6.7, 1,01 8.7 38.4 0.007 

a. Countries reduce their level of protection in the face of arising world price so as to keep the
 
domestic price level constatu in absolute t;nis.
 

b. The level of protection i! reducCd so that he dotestic surplus in the final equilibrium just equals the 
initiai sutl us before minirnuim access. 

c. The protection ievel is reduced to . level that just equilibrates domet,,ic demand and supply.
 
Source: Vald s and Zict7 (frtorioning).
 

a "most-fasored-nation approach. There iB a significant discrepancy between 
the effects ,of these two approaches because both producer-financed export sub
sidies and the minimun-access rule are tied to conditions that a priori relieved 
many highly protected OECD countries from the disciplines of the proposed GATT 
schemes. 

Only two developed countries on the export scheme and three countries on 
the minimum-access rule (including the EEC) are directly affected. Countries with 
highly protected trade regimes in sugar such as Canada, Japan, Switzerland, or 
the United States would not be forced to reduce their protection under the GATT 
proposal!;. 3 This is because they either do not export sugar and hence are not 
subject to the export subsidy regulations, or they import arn amount equal to or 
in excess of domestic production and hence evade ;any discirline under the 
minimum-access rule. None of the othet'r developed countries either exported 
sugar or imported less than 10 percent of domestic production during the years 
1979 to 1981. The results hardly change if, say, the 10 percent rule is simply 
replaced by a 20 or 30 percent rule. Preliminary work oil beef seems to lead to 
similar conclusions. The results may be more significant for other commodities 
(dairy products, for examnple). 

The Vald6s and Ziet: evaluation of the GATT proposal concluded that, al
thouigh developing countries are divided as to which of the two schemes is 
preferable (depending on whether they are importers or exporters of the prod
ucts in question), for developing countries and consumers in the affected OECD 

3. By 1990 however, the United States may import less than 10 percent of its sugar consumption and 
thus the proposal crn imports could have amarginal effect. 
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countres alike, minimum access with "constant absolute surplus" or "domesticmarket clearing" seems to be preferable. This is based on the assumption thatcountries refrain from increasing their exports by an almount equal to or close totheir minimum import requirement. Should this assumption not hold, then onecould not expect an increase in world price, or any resultant foreign exchangegains for developing countries. However, a problem with this conclusion is thatwhile trade reglines may be influenced by the GATT, the domestic reaction ofgovernments to the ensuing changes may not he. So unless the proposal
complemer..ed with restrictions on 

is 
protection, even if "mlinimum access" shouldbe adopted as part of a new revised GAT code on trade in agriculture, there isstill a wide variety of ways in which individual countries can adjust, only a fewof which would be clearly in the interest of conSulners and developing countries.

One may conclude that changes in the CATT code with regard to exportsubsidies and a nilnitinl-access requirement are a step in the right direction butare not a substitute for a general reduction intrade barriers. The analysis alsosuggests that if any such scheme were implemented in practice, disagreementamong the affected Countries on the interpretation of the accompanying rules isvery likel)'. It reinforces the view that there is an urgent need to strengthen thepresent GAiT"rules and disciplines on subsidies and quantitative restrictions, and 
to :mprove dispute settlement proeedutires. 

IV. API ROAcHP., To N:GorIxArIONS ON ARI(:ULTUR.A TRADE IN THE
URUGUAY ROUND: WHAT I)EVELOPING COUNTRIES SHOULD ASK FOR 

AND OFFLR 

In light of the discussion up to this point, one might then ask, what developingcountries should be seeking from the MiN, what they could offer, and what theyshould avoid. However, a reference to "developing country views" should beinterpreted with caution--like industrial countries, developing countries haveconflicting interests with regards to particular commodity markets. In this section, three sets of issues are discussed: (I) direct actions to increase marketaccess to developing countries, (2) strengthening GATT rules and disciplines, and
(3) reciprocity and what deve!oping countries could offer. 

DirectAction to Increase Alarket Access 
Several implications emerge from the qualititative evidence presented in section II of this article of relevance for negotiating strategies for developing countries. Broadly, the survey presented in section 11underscores the need fordeveloping countries to thatensure agriculture is high on the agenda in theUruguay Round. Another feature worth highlighting is that the literature on thetrade liberalization niodels suggests that the adju:;tment costs to trade liberalizing countries would be lower tinder multilateral liberalization, as compared withunilateral reduction in trade barriers. The loss in producer welfare in the liberal
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izing countries is smaller if other countries liberalize at the same time, a fact 

larger the number of protected markets 
which is politically important. The 

the larger the increase in the world price
iberaliig trade in a given product, 

and so the smaller the reduction in the producer price required in the protected 

On the questons o who liberalizes (o1), ,Lc, Japan, developing countries), 
and which

what trade barrier is lifted (quantitative restrictions and/or tariffs), 

crops are affected, two major implications from the previous sections arise. 

One is that vhat really matters for developing economies, and for world trade 

in agriculture more generaly, is trade liberalization in industrial countries. Trade
 

in the final outcome. The
 
two other actors are also influentialpolicies of orld ,.has becom po ter 

U.S.S.R., not a member of the (;A nd 
e and pork.

t s fo grafins, butter, sugar, and to a lesser extent_~r 
 the fastest growing market for grains, at what I
Developing economies are no\ 

would argue have been low levels of protectioI with exceptioins like the Repub

and "lhiwan. But barriers to imports in developing econonies
lic of Korea 
are 

actor
fruits, and others), and their tradei s rin several other products (ite, •,untt coinfluential as we can tellapolicies should be addressed in the Uruguay Round. Still, 


the Inutrial countries are the dominantrato
 
from the available research, 

dsarray of are the principal contributors to the term.
most agricultural trade and all to) appropriate

to use Johnson s (1973) 
the basic problem behind the current overcommitmentworld agricultural markets,

High domestic prices are 

of resources to agriculture in OECD countries. 

second principal implicatioi of the studies examined is that the importance 
con

of NTBS and nonborder types of intervention strengthens the argument for 

centrating less on trade flows and more on domestic price levels. Ideally, empha-

NTBs and on all domestic policies that may
are 

have
ansis at the MTN should be on and other interventions 

Export subsidies, variable levies,
trade effects. at farm income support. To effect any
integral part of domestic policies aimed 

The "tariffto tariffs.not be restricted 
substantive change, negotiations must however, andfor developing countries,
escalation" phenomenoin is Important important ele
thus tariff reduction in seniprocessed foods, for example, is an 

ment on the agenda. 
measure of piotection and, for the nex:t three to 

a on comparison offourWhatyears,is neededbindingis an ofoveralldomestic supports based a direct 

Measures of nominal protection, or of pro
domestic and international reference prices, 4 to be followed by a gradual annual 
percentage reduction of protection. 

ducer and consumer sbsidy equivalents, are possible indexes of protection,
 

capturing the effects on domestic prices of import quotas, variable levies, tariffs, 

Kennedy Round in the "nm)utant de soutien" or 
made by the: tI(at the

4. Such a suggestion wa 
contain minimum-

It was rejected by the United States because it did n.ct 

scheme.margi-of-supPort 

access guak antiess to the E-c market. 
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 REVIEW, VOL. 1, NO. 4acreage diversion payments, and eXport subsidies. While input subsidies cannotbe Captured by Ineasures of nonal protcton, directnominal protection measures of the levels ofon tradable inputs could bable if meatres estimated.dof effecti.e Ths 
agreement an 

rates of protectii(isls) are 
would be desirappropriate system unsatishactoryon i difficulttransfers to farmers (such 

to reach Some ldirect inicoe 
or 

as social secrity bt not deficiency paymentscurrently used 
extent that they, 

ri 

do 
thel 

not 
itel States) could he left out of ihe 

as 

by alculationis con to the 
paid irluenlc(. tie level of protectiflosurners. to producersT. Josling's (1982) or priceswork on consuer_ and producersubsidy(csEs; PSEs) is equivalensrelevau t as a Possible meastre of overall

cently, the ol.c's Trade Mandate Study on 
IiterveitioI.memberCOUrnries derived measures 

More reagricultralprotecti)n anolng OECDof CsrEs and psrs. The u[Jited States and EEC 

are currently in "hot debate- internallly about how to use these measures in trade
The qucestioi of conlnlit.e

for developing countries 
coverge in the negotialtions raises a thorny issuedevelopinot Tle resulhs in section I1 show bowpriority. diverge with respect to 

interests amongMost developin~g col nrtries 
which coMlllodities should be givenproducts ()ther than cereals, 

would benefit from priority' being gven tosuch als sugar alrdconnodity group among devmpiig c(;rir; 
nleat T lemost controversialdency of so is cereals, because of the depenof the on cereal imports Theing positionlsIna rnv 0i1 be weakeled 

lo countries' negotiatcold 9ifCthe.i it ieach press individavllyo"preferred" pro 
s I ce re l Sn ;, for theirds in tle egotitin f h

however, and libcraliinoeas 

ti n do Ind praeat 1(!119 1 ie prpp oIu'n ,a"ti 
tions (aid is a tohighbe highpriorityon tleforpriority,a few deveiopilist of developedn 

countries 
i i a 

i 
e a i l of cerealscuntries SuchIn te negotia-Thailand, and Uruguy).The conflict regarding cerels raises te cotquestion of te ashethernegotiationsshould proceed comnlmoditY by conlnodity, which is likely to be the preferenesome developed CoUntries. ofOut as Sugr, cerels an dairy o ar tenobvious canditiltes S ch an appro ach idis attr ctie as a practicel way ofgetting the process started, whet engaging in a battleacross niany sectors siwuhaneously against protectionismfor developing 

i 
appers politically v
 

convenoun vto
convents e es,have ho we'v r, ; r likely t bbeen attenpted :n 
poor.' VerYlidiyidua- difficult.I Thleresultsmeats), etu Conmodityarid thle have bee1 

past (such as in wheat,across ws'ccessfnl dairy, andThey do niotsectors (a point examined belowI and therefore 
allow for negotiationshigh level of political commitment. are unlikely to be givenAs a aresul,negotiated by secoral represenlt,


lobbies in whose politic: arc
farn 
conloity conrv.ntions 

their own 11 Supportcountries conies from therather than from a broadet.cera coointerests. range of pro1:rterore,such an approach
likelihood of deals among the major industrial countries, 

increases the 
with little attentionbeing paid to the needs of developing 

countries. 
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Strengthening GATT Rules and Disciplines 

Rulemaking for agricultural trade in the I99 0s is expected to become a critical 
issue at the Uruguay Round, requiring agreement on new issues and new rules to 
be followed. This includes deciding on abolition of permanent agricultural ex
ceptions, and whether to ban or limit certain poficy instruments, Such as subsi
dies. 

The GATT negotiations IIave been successful iin reducing industrial tariffs and 
enforcing these reductions. Unfortunately, this has not been ta:, case with non

tariff barriers, which are the dominant form of protcction in agricuture. Critical 
problems for agricultural exporters have been quantitative restrictions (Qits), 

and domestic subsidies, selective safeguards targeting specific exporting couI
tries (which are historicall, damagiag to developing countries), and the weak
ness of GATT mlechanisms for surveillance and for dispute settlement. The 
disputes panel, which is charged With handlitlg enforcement of decisions, has no 
real power to pil the recommendations into effect. Strengthening the GATT's 
capacity and authority tv cvahInate, expose, and sanction violaters of agreed
upon accerds would become a very important means to increase marke access. 

Developing countries shoutld be particularly interested in becoming active 
participants in an international system which provides a framework of norms, 
rules, and procedures. The alternative could easily be discriminatory protection 
and bilateralism, which is much less promising for small ecoo'mic actors. A 
strong monitoring mechanism within the GArT could implement surveillance of 
national trade policies, increasing eicll governnent's accountability for its own 

trade-related practices. This would be particularly useftIl for small countries and 
for most developing count ries. 

Reciprocity and Itlbat l)vtblping CountriesCould ()/ft'r 

The major trading powvers-the .:mc, Japan, and the United States-have to 
reach agreement among themselves if anything significant is to happen during 

the MTN. The risk for developing countries is that the three big powers could 
strike a deal among themselves before starting negotiations vith the developing 
countries, which could be highly deleterious to the long-term interests of devel
oping countries and to the GATr system as a whole. Developing and developed 
countries (other than the t Jc, and the United States), must offer somelapan, 

incentive to the trading powers in order to become influential. I believe this 
incentive could come from two fronts. First, develol.:ng countries tnust be pre
pared to reciprocate in trade cono.ssions, on the premise that developed coun

tries would then be more willing to make additional concessions. Second, they 
must be willing to compromise on preferential treatment and gradtation, issues 
to be examined briefly below. 

The application of GATT rules is more lenient for developing countries than for 
industrial countries, :llowing developing countries to enjoy the benefits of re
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duced protection in devehped country markets while lot making concessionsthemselves. This has been supported by a tacit acceptance of import substitUtionas a development str ategy. The economic importance of developing COuntries intrade negotiations has been diminished as a result.
Industrial protection, comnillnly ad)opted
dustry~~In'ittri
ex l1e(f 1' in developing countr~c helps industry ,hat the expense of agriu-ture. A polcy that protects industry raises thecost of tradable inputs, such as fcrtili/ers, machifler,,, and other inputs, and theresulting changes ill the exchange rate penalize producers in other import-competing Sectors, as ;llas those producing exportables. As a result, resourcesmove from the traded agricult tire sector to the protected ad nontraded sectors(\ald&s 19861b). Ihe losers frm)industrial protection ire consumers of industrial goods and the noniprotected cictivities. This depresses the potential of agriculture, which is a highly triadabh, scctor compam red with the rest of the economyin most developing cotintries.
-liberalizati n Ot industry cotuld lx used to provide additional leverage fordeveloping cotuntries in agricultural negotiat ins duringprocess, help to promote the growth of their 

the MliN, and in the 
agriculture. Greater freedom inagricultural trade could be the price deni auded by developing countries in exchange for the pr)spect of freer trade iil their idudLstiry (and services?) an6 netterterms for foreign direct investment in their economics. A direct implication ofthe above is that agricultural negotiations should not be self-contained. In orderto gaiin inagricuLture, developing couirarics wo)ld have to provide bargainingchips from the nontagriculturaIl sector, which is not compatible with single-com

modity negotitions.

The second incentive deveh ping cotuntries could offer in the Mr"N
preferential treatmcit. relates toA criticai issue is whether the growth and adjtustmeI t ofdeveloping ecottonmic, :all fi)r more or less preferential treatment in trade policy.Some devehping Co)ntrics still believe thiat their leading object ive in any (;ATTnegotiation sli()ld be ro preserve their preferential access to developed countrymarkets. Most trade economlists ;irgue, however, that greater benefits to
oping conuntries have co)me from devel

the reduetiOuls in tariff barriers under the GATT,rather than from preferences under tile Generalized System of ])references ((;sp).
The GSP is restrictive at best, and many agricuhlttral prodLcts are excluded in the
U.S. scheme, while most are exeltided by both the ti: and Japan. The effect of
the .ore5 Conven tion on sugar exports is significant for only the smallest economies amIIOng the eighteen ACi cout ntries that 
have quotas to export sugar to the 
EEC.

The Leutwiler Report 1(;.rrI985). like others, concluded that special andpreferential 
 treatment has been of limited value for most developing countries.
And there is a risk that insistence ott preferential treatmett could haveopportunity cost a highin terms of concessions made and that it would oily detractattention from other more important issues. Preferential treatment of the smallest and poorest, however, seems appropriate. Perhaps rather than emphasizing apolitical alignment on Noth-Sotth lines, a fresh approach wou]Id be for devel
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oping countries to foctis negotiations ol issue alignment, with the decision onwhere to align hased on the selection of those specific measures and rules of highpriority for developing countries' own self-interest, such as export subsidies andquantitative restrictions. In this regard, the initiative by the Cairns Group(which includes some dec'hiped cotmtries) i a v)r positive dcvelopment foragricuhtiral-"xpir-orientedt developing countries, both as a mechanism to helpkeep the negotiations wii bin a mitilLiteral framework and to focus the negotia
tions on an issue alignieiit.


This approach implies differentiating 
 the rights and obligations of smaller,low-income developing countries frnm those of large, in iddle-incovme developingcountries, including newl in dustrialized countries. TIhe argtimunlt is based onthe fact that, first, the rent these small, Ihw-incomDe developing countries derivefrom trade pref crci ices represents a significant a mon1n0t (of their foreign exchangestipply. Second, these econmies are highly vulnerable to foreign trade flcttiatins inone()or two commodities. Third, the cost to preference-giving countriesis rulatively small. [OLirtlh, the (pening of the :radc regiie in the graduatingdeveloping countries would, it is presuled, represent an1 additional force to help
these po()rest developing COint ries. 

lhe graldtition from trade preferences to reciprocity for middle-income developing countrics w IM1( probally influence coalition building and may createdivisions between them
land liw-income developing countries. Is this inevitable?This differeminttimi betwccen low and middle-income countries does not implythat low-iMc0mic mes have no iitce;itives to support middle-income. ones in theirnew (hivpothetic'il1 stance in the negotiation. If the same level of implicit incometranster from noircipro.cit v aMod preferential treatment is niow reserved exclusively for low-icome countries, this wMuild prCsumably be considered a benefittr them. [:irthermore, the product 11ix of their exports is changing and thepressire flmiddlc-iilm.1COC Cotllllirks f r more- access markets and to)iher midlc-inCoHIie conltrics, for products SuCh ;Is 
to OEi:{) 

sugar and derivatives, vegetable )ils, beveragCs,) tobacco, aid fruits is also ot-great potential interest to lowinCOHil_' it.mirmsas exportcrs. Agricultural trade is mofly ()ie area of concern fordeveloping countries, however, and the formatioi ()fcoalitions involves many.Ultiially; it a be cxpected that dcveh ping countries will find greater benefitfrom negtiating in concert than fr(m taking (o their largest trading partners 
alone. 
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