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FOREWORD 

I If,, Irvijy RIuid )Imultilateral traddl ne9otiations Linder the aegis of the (;AT|

providi- aIlimqiti opportilii' to niove toward resolution of the crisis tIllit
hs chalrac 
tc..rid itvrruat iotal raci] llprodict" tifile. The OutcOmlie of theagitultural lot' Somel 

, llgIa\ Potld t1ti\ well w-tthe Ir ilework lot Iridc relatlliols for ts t oColt'. Ih

stake. ill the .ltg tioilim.,art. high, not only lotr indtistrialited cotilltrieN, but il palrtici!lar

for ihvthopiiWt cilitic. Secutity and i tidictabilt / of narket acces,, andLstability of
 
tratde oltiritho ll tdd Ititlr."i H i ,l1' cultural itandiol<-; kI grlat irijtlancC to hueinic- tl t h,<+d jillo '-;'
c-corwl l id<) .t dgr'ictilltiva] w l ,of1dtl,, itllntr'i"ISw elldolinlty s 

II lil [I'll k1it1 1 I) ol iiv lI.calch I lrtiltlit- has pt)hlisied s'everl! otlici iul(ie,'s
( it t illilt rldc t litid lopic,. I li.me include iinaialysi> ol lht ilicrtliatio al clfcct of1-Iifl ,tlld of ill


Io11 ..and It1 0 1ta lliaIl [rtIdh tiw 


<Sovict ,r11:11 +rt. Itu mr l ll raili policj(ius, litpodlical eco llni7 (, teffil/itintls 

1tt tlil 'Ind pflit i.s, 'n11d il earlier qusntira s;iudy

hy Vald(hs (inl /ic; ,)frti('coI- ti dhivi opitIg 
c tilrie.s iW protectionist policies in
S)hIJ w"'.
l.o utllifl 


Ill d 5erli, , I tirr t sttldv is ) Cqilcl to t'' ailthorls previoui s rtes(aih report.

tiviig Stahlisled c,irlitir thc hilgh com o trade piottrctiollisth thal characterize the
 
tlirtIlt oriii in agricullural lfadt', dlw ntow ilf'cr a co i'prellefnsive conceptual analysis
 

of the llaill ideaN hrt rad reftl-it ill<ii:icultlli. As tll I Iruliay Rouitid is iow going

into iil, rcporl
its, i.ndt dcisive hi.s is parlicularl', tinely. Its careful analysis

(I litulltroui lrl(t ro(fbion i, tl i/g atcionl/ni reference system offers the reader a
 
111l;ch elt , (, ptelspective ol the ,rohlcils surroundingdr ittalllionil II ild11w 

lilalt; leli lunt 

FPMI is wtrithil tw tlt, K l li.tituic of W'orlt Ltcornoilicf; and to its president,

thrit iers-i. rftloir ,fel(rOU,
.u ipjfrt of this undertaking. We hope that this 
joint oflhit ,v1t d,,ille the goals of th,, I ruguay Pound and thus contribute to a better 
trading, ct,vuIofifloliet illagrictlltl c. 

JihItn W. Mlr 

Washintgtoi, I).C. 
November I Q88 

/,

,5
 



ACKNOWLEDGMENTS
 

Ih , ,luthm "!v, w~lldt hit,! to, Ir fII' I 'wi l Institute o~l W o€r]d tcollom ic uldt_'r its­
;,!I(,Id(1l11, 11(l[ 1w It (it' I"(; I, Iii kit, 1,\W"l. I,(, I('l -iny, (i tOi p pitli fI IHwl:it, ,wor ctiruIItg 
l ht I 'i IIy pHrt (.111ht. ,I m(]v', I , ii~ I timlI. MN y I I d lk.- Iiit' ow e.cd to A lm ill -I I- ii IIIw a IIa, 

1i)ldthlim ,Im I'r,ttlm. t(lhw[ l~alt ,1 ',I,k anid w"-,'ral allollymllU, 'v.viu.WelrS for 

11wti! l llltl '111d <t ,' i ( ll l n t'ad il v('rllH tof ilht, Ireport. Anly remllaining 

irri f ,ltl Ofli i l,t)i ill s itdly Ihic leli> it yii (dlt, irlius.i Il it 

(9
 



I 
SUMMARY 

hiihait therlilitlte is t d d t,it it\1tf tt ijt11l bntlthtce
 
It, 11w heti I r itit il l I l~riff ftld t f Not
)I ill \ ,f the,lf(,ll f..\ tn ,iifit ) ; t l (GA 1It t). taiff lar­

i ,\tiff-m , tfll iitt, fo l lt i copi eftitive advaitag ,. li.t if tt t t it t )fsidif,., i ffr.asiit i l 
trilh wi. l ,i-lt \fit trihtlli llm l'.Ithiiii itvi 

pi ft ItT f Sitili,t I -ii l t i, it.ti .tiiiiI oi ll~lti<, tltI lI (ft flififs itli i-(( ' ,uuirs
 
,t ifllfk) h 1\t, tlift fifi tfl ( i'ftffiftitiIl), Sti fles, Ill,.l ri ltl
lit l i t Iti lt and l 

i ft ftt i l ifti l i l ht)i lt-i it fi( t \f til t1i t fIIl f''t i,thijt " tltl ote, I'ftll t iis it,.ihuff,1 dim , i ] l p H l l ( " in vwh,+ f 111II I l ~ll tlti ++ .t l, , %h,i h ' l wl t , le s i ll f 1 fe ei v is i nl. m 
rItr

t ld 

[+litt ,t t i fItls s l IIfti ti l i ffi lt t,t t I ll l tff tt Il' tifit. l lit tl (- Ilfifttl r ilt l ffiffllt'll-
I ffiflt t,ll tllli ifti--tli ltti fti\ fti tff l I l letIlfltit i( It ffi. IIflI i,itfit. IIt i il "i 

Sti ti tlilt(( lil( , fI it(, ii ti +titi 11\t, 'll till., lti t siffihfi tit ifi tft ,t iliz , +() lll­
l Il illt t ii"ti ti 111 oiilo IttIi,ilit %,,. il, tii [, t, t ft tltt tt tItIi fits1 \l+ l kIt l lI tt htksl 

that I, i ti\h'-,fiff)t \ itli1,,tt fu tit a l hff i Tiltff I llttlff.l\1 t ti t t \i t th.iil l ,is 
Ili't (fd llIf tt f1f l t illf ,i tffi tit it, ii' k i t i Iif "Ai,FTt11t i f w it etiilit .
 
(Ifi ti( 'it IffvtI ,%t i ,,l st I t iIIiil r -iitIIttt i 1wti, tic( its sitkih t
tNai i ( 'lldN i tiiit 


t t I.
, til if ttliIII I t t tt1 tiI\ !1tiI i( cIi tfI tfIi Sl1ff,l htitI i I tff ; in tI­i I 


tflltfII I, It I I i i ftl' , It iI\ I ffif t ,,ti \ i Ir fl ti f fftI I iI fI ttf t)tti I ; tt 
, 

ttlffr s.­
(illi Jii mi"i111 Itt ti ",) i f pt11'il I i tiid (Ifthfifit' t, l lped
Itif ttIlf)il i tl," t t tilllt deve to 

,it ! It 1 l'IitI i , i tt iii tI tf,1 ft, itt Iill rttiff1t,1 ff I wtll l ) -I-tll oftiteI t Sih d 

jdj;, ll<i I ttr i] ll.Stait',. tilic F'fi I, I 1I,, I + t+xl( tIilt'd ,(( 'ill[i ( ;fmU1), all 'Jaall. 

i d\ lI If t II t, 'IfMf1iti 11t tht r tffr, it(' fiitiit il k li tIst )(,.tff ide s trlt fi il. it he ti't
 
h -al t11 t1 ,1 
 lit,> '-.ilt( i,+t ii)I ( ' ' l t tit flale it )lIIli th il \,( )lltd S Ilisf . all th e, c.'rite'ria(,st,+l YO Iwtlthat ill(, + islicij. , tI . )IIt"( ( I t'litl that lli Itf r lat(, (.co llhillai < rkI f rte oriln) 

RIdeit i I ht; ( t t m . tillJ', 'dl ):)( stli h k( lIII )itltitl(]l \vwtwl co'tltl t d lw )vatlI(d ll lls: t s'-trict 
k)ill ()If e'xpif It '+,Il[)',idi(t'. 'lltd )III )I (1'llsitvt' tillili'alillt. 

'l c bm ilt( )II (;,\I i t sIt (l[i (-s \vi d'it ' fililill ittthll + w', i twllt ittnl ili+)I ai it't tllti l, fishtery, 
lild f( re, ti\v i', t l's ill the (I+t'lle*rtl .A\ ,zwe'ltle t illd l w hs' i ilt( C'oh.m ' T iifiit tiolll (ot.'i.:t.'. 

of[ tw(; c( )1111t)( llt.t o it !+a '11it~ lt ()t ;ill Ill~t l dtlltr iff' I[llid 1l lizi fft bk il ,rs w ith htollilt 
,h i:w,.ltariffs thait '1w, tIInif( )III I(lo"" hi?,,id cmrlllodtit\v 11rfo llps fol e,+tch co) llittv,, anld til t,txtell­

s'.itll o~ (h i t t1w t lt At
f th at tq o I< t g l\ t i dt'l NlIX ( f t h e((A'l t't] w\It ltl twlt. 
Tiw hm itlldtk vw+;t ttwsqIlt: , te-;s.+ioll of[ it (t i~litt\'. It is flite tariff levelt;Irilf Itl Ow+1),tsit t,1riff cotll 

llt'tl lilniJ()lilk' ossthlat it nm'( trv wout~ lhd app[lY. it() ; co(llill()(ditv .qI llp , oncey( tlh. adljus'-t-
Illelnt to a; s s te+lll k ised l *v oni tiiffs is ( w ll dIe',.d. A .()tllltl :' is+Ihtllild to>tli,.,- tariff+ ;It all 
tilm ",~unit's+;. it illv'ok-es ,,\ tic,:h XIX. t" ,t'ldiIlq tlilfhi;til l It) :\?ticle' NIX iulqplies thl~t :-afe gualrd 

as u r es ;tr , lii i ltt t 
t o) o , t tm()ta s 

melt I ()tt lll p lr~ir\ t iluif! ill crfva wts . A.r w,\is od s ilh . Jllulld ,,\ r t cte XIX is e'n ivisiott e d 
foll o.w\s . .,A ( mtl t Y is i fll ;I t t n1i 1mr ya i- l i f crl ea s,-e., m+t -.xcets s t l r i ff fo r s h orlt , 

'woul~d thilld itl-;+.,f to ;I hilwiiialh ,iff+l liflim il hle safekt (Jilrd(I ,.,;lstl This tillieta l,.thleo lld ,pcif 
tWC &tOC.S ('11 W\hic'h tiWt (Wttss latiff wou'ldh ; . rtvdht'te to Zen) ;is w,,'+,1as the, ,.tep'l Size of file 
illdi\'idual rwdluihons. Tl) av()id lrolthitivt tariffs the, u.'-,e of[ excetss t~uiffs mnder the .s-afeguard 



article could be conditioned oinsome rtil:ruin-1t1-occe.s Irovision similar in spirit to that currently
 
writtC into Article XI:2(c). Article Xl:2 could hi, ivw'rittni si as to apply to alltrade regardless
 
of sector and whellever a conllltr USeS ;11N' iipolt ttri ti(ll o)ther than its hoInld hase tariffs.
 
Tie exceIss-tariff proisioil is e1nviSioned as the mlaj()t vhicle to eventually reach a system 
lisdeOnlV (o I)Mulid, ,niftomi tariffs. 1:x, w, ild ()iffr relief for'ess tariffs temporarv import 

allproductstltat o i l l,)t(vtd bY lunitariff Ilalritswitlh tariff
ttlv eqtivalents far inexcess
 
(,fthe lnifona w thliltl 0vvi,'(,(tt ittiv would adopt afte, til adajustillit to the new
lilie aIifil 

syste liL
 

i lli1t lixtd t0 


thW 1tI liala,,,lAt ,lil t-t(.,tillttt ttlttiie tpi(esslint' coolitries 


As excess trll It' ! v.Iittl I iCMt, .'Htitltte clitlttll(,IP levelTof 
t . nd t , ,lf+,,s, iay resort
 

to v-,oi itmat a i l dwIt>It I I Ii t\ I (- (sf iraN-ala melastlrs to avoid the
 
disciiit. , u ,)!) at '' illthi.sco)ntext. vt tltt m):)it
tlil (if,liitit11t! . it ll -t li v exl restraints,
 
stat i t ' i> s iIhk;. It'Ill uttit
ttadii t t i siu,I1 cl lge-rate 111allii ll',.
 

TIhe poI, Il ]t , illed( hN\'
h lltmd (,I w<htI1h t t11111%..-taiI ;')u t !wcit'al plollibitill.i. th(illl
 
extplicitk. 111dI ttIII,- '.1t1,w tlw(CJA'ITI" l,( mlitclive
till,,it !, lltial tole ills-up~ervising this 

ito)fihilitill,itti l tt t tltilIlt h it itiat t':ciA s agta',Ic(ititiv thtat fortes ex,×ort-restraint 
;W R 1(tIt'ollts ()xIt,, I! it ) Pill ']Tw' +tJ.xl)()ltill) l¢-, li1 ('I thle as illilI , t lhill, 1111! s ',Jtd IIIIItil siliI+, oth er
 
"-('.0(ot.-sho'lilh1 101H" t,,,Ik Iplicit ' h\ ,-;tll(
,,() \%,a)ltlll~~tl! l )t t,itidie, tadilg enter­
plit s ill i t mplicit ItUIt iitttII it l+sti sit ,,ltre r difficult
a Itd, itill ltIitl w iit-,s tate 

t t'(Il1\ i tit t t' I t lI, de 

inldi(Ilt tli hiloiiit llit l t I itI,> Vt. , s)t 


i i -It t, tlt I atdii io t hi t i ti il i siottGA~f' 
,jtttt iilit'it (4tt kito't ill lt i tliettheir c ntrol. 
. li.I t t t'tl(i (i t ltir ittt ltic theIllp.Alttitflkitti t ' t1 t att thy gi'ittilt,all diff lile, t (.t\%1' r io 


tihttliti sihtt 5t'>t, I IS,,as h tt tr i l tthisti ld
I)i((' 4 tilti ,fIt tt(attID igtlict ,lit(lItttii ot 
it tti t i f)l ttiltSt i ,( ii l ttI lltI' ti I l ilft [(f ttl gr.
 

t ,tltimlf, the-, ' ki,\ltll ttstic s-; i Il r . !:er '€stl
II, tAwth'it ' l),if.- \ ll()t ts tii :.;m ef d(r 
i f l t 1 ti t utt,i\ti(usidie.ot issuesi tt(htia lli1t tli ,.itit:t\ lit'1it tclis'iit tt pes 

teste d.a i tike )iili1 A ettllt t lh lp tills (lttide-\-( itwi' t ttilt- ri t hei I 
theis asttl htttr t would(itthrtutt"iiilt tt't ita01n illi.iTh tluir, h ( ,that tite 

ti1titir .o, m .('iag t iuclte (ti llt l t i l wsi -i,tiljttThisl tf special interest 
a)fdti-, [l',i l vi ttrithal t' wuallclaItltti ote)itiialittetail si t c,Sts iuv i1ic Aout 
t s t 'ttw t lt i"tuthsd (()rt iI t l)a thl di,,ct lattti 1.Outside()ti'ii--ie , fitlI ( dl) r iier tteot 

. T is t ist (if llXpOlttilt't 'lAtt tlts il if I (hisilt'ltwa iplim .'itaiffitctiol tld 

srug-idv itmltlt'Xt.'htl~qt I ;ts i le Sillc ()i
tl lti.t lti lt1 Y haer vt.ii/itsl ilvtt eInoug ill liestic
sibsid i'stth atis, titt.ltii li c,iilitti l, llrl
v c it<n i('i(un Afto l tp o it s teldar 
c'tdto-s law. 

tol illatk(itll itali t h lii)i i l eir ,fix eall rotec­itt (ft xatl st 

titollle.vel]."-), tht'-edtb)ov' ll111be , roforlll proposal, Icttka+il,,I sI~tSw i ) >fidvaiiial.e,.s. A+tits core) tht(, 

is Ilo.tdItp[.11d(ewl ol.!\%'. ilistttn ( l.- lt iltll'wII(ll[ h1;I\e n~ot bl:).e()[If pI I)ll m tchilhllites thatl 
teste. Rather, it wl'Ii(,it 1ol(\) hl:.itliluient i;11( fprin(+:il(s, l'\v,,.,rittg;.-v,('ll-k (A..'l' It else being 
c()ns'+talnt, e~iiiw (!illlit'ill('this .',]lm)lld fIt.; ttli ~m Ille. tratisititon fhom the t, renf~t state of trade 

illagricultuic. ,ijid (dthw, ;het oh~jctiv(c of ftck, Trying to) incorporateindlstrics to) filalt trade(.. 
it 'ollup!te'td, Hl'T" iltitl roachl such is thc. Produchv.er ,"tiisid\'Eqtuivalen:t into tile Gx17+Iiit'dp 


famid(er f i> i II i silt titti ical]c k ()\,li etasuemeo nt ofcontser­t t()ill\, ' I)tt(r i S to s 

8lolcms. ) uhl Hie ffirmly (,stablishing a "Special :ase"ili llati'u sid eff'tI 
folr,glicultimr, mllw h 11 illt this'+ fully 'f;,,I'1, llw atiill S';ct<) inlto the sv.':tell. 

\W helit~l, l l1 stliiffit',lti()iit r(c'llistlc lheing adop~ted during tiheit l')i)( iuth lilts challc.e otf 
l.Urugtqll )l ultimiiI(,I,, ()in hilitM ll(di'l)(111k]' it., ,v to'q4arnctr tCn(Lugh dohmestic: political sup~port 
Illtile m ajtor I cq'lihility hinlcs:- oil,afay( able p~olitical constella­tradill , II~Alills, I))i ('tua 
tionl. It i's pilti'tihIt.l t~lw lilt. g!)lO.'+;stand( to lose fromil)p)Ftallt !fllat pl)Iitical lp(A,,,r O)f thalt 
it traldt'-r(eform~ lp(iopw,,l i+ilht, sh<)tt itmlh)ekepIt i llc ck hYvit s'ufficien~t antlOunlt oifcounter­

8
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vailing power. This lllealis there have to 1w other special iliterest groups, apart froiii constnuers,
that are strongly ill fivotr of a tlrad eforit nd,al the sailie time, have eltittiglpolitical iiflutience 
to CO1-1ter Ie ('fflts tf thosetqt thai ,oppose the refioill.
 

Seuttol-sl-cifi, cot,iltntliji,-l)ased r lilIllrotsals thlt lIe;td
to ptieclieal ltatle ifrr,:iaie(ieilts 
i tlt tOt lllilltd v itt tiel'd I0t l t'ii lt lw t 'iet-.gv c lif v iliiirtr fttll twer. Instead theyrmaxim ize the, ilifltueille of sp ., iill illt,. (IS1x t iwi ~ielt u loliatiom +, Ill thet txlellse of the' 

ilitersts Of lt v h, t iillttV. Tht i ilptilio[wl.11,1t1t al h a tt d l It th iUnitedSltakt's ill it's t+t lill ] q ,t: i Im) lli tit. [11111wt t, ', O-+lltw' ll~ttI ttc'l ill i1,+'lw r'latim 1+cltllilervililng 
p Ul . t It sllo.-,u<''.- t.,.: (ll iwi.,tv'.'liort: (),u 111'uqliciultlm l -,tlll lt p loqra1ll1X he co'i l Itdodt illit ; p t;i st+. d i thl p ditt c ll tlt itik \%,it% iia ,I no lli lldit, tot ll hi t is Iosil.,ti ll 

h+e c~llm lt 1 ) I+ w iiilil(-n ,Ii l lulodit\il olip0r , that ! il(tlj t flltt ll secitili
 
tpt i lly I lt l \it jlit'll h,ti , .wl, if 1111,:. lit A ' ll it ' 
with \, l coitvat hiettrltlpN[Ll. +.,<tit ,h+!tim 11m ill ;t o i\(,11 w 1O11 1 p>atw. t , 11111ll ,tqllt. I11,1theilll F mtope+,lll +lll t +; 

:11l(L to) -,(i wl+t i,ill Ow< [C( ut, + tikt'l\ tO ltl i l his tLq ,..
 
'l Wht',t\1,,1'- !,I, W llI l " Il '!Ita t 
 Ill (ikl ' I i .kt iltol OidY~ ;dl ()f a li cu itllil< 1)[1 illf st,c'­

t!o :++..O€t~illt I J' M(x!ptii th',d il: t vi]!:'\to;ll helpI 1() m'llllll];;ltc' [lot Ioss!,:S ill illil tclllille or 
- ,. t 


,n I++{l+~ t (1(.,Il Jm i H l [:i ',! q 


%i(vt \'t' I (<'l l % lil! p )\%V, \ ; )111(; 1)(' ilt ,d lc'ito - 11c'' t<t-o s in , diuiti s. Bl l jilst 
lt(tllt"!+,l tllli[k'im+, Iwtr iltioll alld( llwti l l lentll Coll­

t Pt. 1wtw ill1lw 1*o,,t11i()wI, <it !Oy,, 'wk lt ,,l WC(1y ikl, l liik incipI]t, ,1itat lilt, pi 'Fiilcitioll ;is (1 filled 
litk,\ (, t (,tld~ t, , , I],tl 1lcllli mliif lk I", 111lUw 0, Im i itt It is ;Ipl ilihd ic +<>r all st'clots 
dill I,,,trilk\ <l, allh v t ilt w s ilit 0,1111t, ti'flT It 'ot~i wplh(l' e ' "ai'closs-thit-hoilrd" 
kilJi-wi tlt l iqi 111,+;lo 1 w 'lili, l id !ok w;\Il llildl . 
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INTRODUCTION 

I'it it lp, I( n !111 k I )! ]III] lihici,11 Iii(k- iiep4iiihotis miller the ac is of the General Agr(Tillelif
M I 'I I I 1!1 , 'I I I (I hldc it \T'F)i I, I%('hill II.il I I I I I It Ic S I I I) st; I I It ive c I I i I I I ge to agrict I It I I ra It r; id(I.So I I I I 

(q, %t I1 , I l" Lti V, , lHim! tillille flit-( A FFS !walcst filillm, (Leddy alid Reil)steill 
H 7. 15). Fill, I 11 is [m, ill \ w % (ifflit- cli"i" thill IIII llllfoldt d ill a ,)rlctlltl11,11 
llld( (.1Ilw "I"I !(.v, d-cIdf 11"si! ,]).,; '1w ;ill I()() t'llulli'll: I'll 1'xillllph, compt'liholl hy expoll 

()%e dolm"Aii: lisill!" 
lllodwt 

t1IJ!''I !.11!1ill'Id III 111('11" I:lh l:(dill.!lw (,It li;i%(- ho o ll
 
1)(11(.1 ptq )Iw '! lh ill (A (,I :It !(Q A , ''illm illi't ,Ili Tl(id (l 11) .1111ilic \il." scl 111)w ilh ill ill('
 
GAT T ill l''ill ,I I!- 1,llllll t1w I 'k ,I lll, I li!1 11X, 1\101(ld , (t) id( Illllv p lo illisilig
 
telotill pl'yw';1k Ak() i l I fill I lll) (1 Ille ( lot 1."(olloillic
 
I, ill i I It'\ I+)Iml, 't I fmll Iwl wil"k I, sltld of Ilatiolial
.111( w (( )1. k 'I )I I (HIHM", 1()lwit 
it l I(tillm,t! [)I Ill, 1- lild llw l il.ld (. Ill! '!I(It([, )11', k 'I ill P N " I( fill 1.(.o llo lllic
 

( ;111(i lt \ I+ qim t Ili ;,) 1111,"ttl(k illw ilt 1', ifIp it J id". I (il-lio lililla lo l
 
)I!he I 'I I tI 11, 1, -I!. t I I , I I I I I " Ilit ilikil 1 tt la h" t '(I , ( ) I I I I tII I I I I I \ -. I ) ( -t,. I I I s f
 
ill(-l'ipidk I I I I I I I ! 1 11" (I I I 1 1111 i .I I IIII lit )I)11( lc t,, 11!(' 1-*I I t I ) I ) t.i i 11 ( I I I I I I I I I I Ity (
 

I I I tI I ( I iI , I III I I I I I I I t I I I lilt )w It-( c p li% c ;() fit(' id ea
 

C(millw(ill" pik ipp .11hi ht, oi!,tlll '11WI I 1')m! Jw i(d -)I At Ihe saille
 
tillit., t1w I m lf.ll IllillD , 11,1% 
Ilit t, 11i'lIk , It ()I ill th eil fa till slip p olt 

1- Ill kldi!t -!,It %( 11111,1" 11 t !l i( till 11w. H, if 11 ('\ I ill." I,Ialld hl itI j ,mic relief to 
(Ijl\ 111,11 Ilw\ Ik( ) wilti(v (lit, lit( (,iitive to embarklwf ,. I 

W101111 ,I 1 Iictllll;l.ii )1111;t('( (milliod'llioll ()It Itcomilludit *y-by­
cmilliwdil'. hIl"'i" mi !Ill liltill, ! dtkll/t' Ill hildlw!" if i 11111ilwk to I(I.S1111 ill lambig 

11111"M U t Hr H P, ifit'll !I)W 11111)()ItItill Ili 1,xq) ill Illilld flit, fijl d of aqlicIl!1IIraI trade 

lc!m lit ill III(- I t ll ,Iliw. Ili ('11%It, %%ifhotil i,,( I%t-i jimrid Intel*%(Ifflimis that distort 

llad('. filliv llitt.i l'ltcll iiii( , Ilw ( iAFF, yo \ oll III(I fh'Xihility I() (J(I Il willi domestic problems 

)f stim flp li Ild!ll,) llwlll 111(i im wlw 

W i I I I I!w I I (I 1\'l it I I I (I It! I I w'I tv. (I YtI; I i, I I I ,,, i%, III,; lw I)ill(, (6vious I I mt pi ogress 

(m al ,rik Il1IlI!;Il IlIldt. r, I fif l1wit, 11111d'..x Omit lit'I'(4i'llilly! tIlliff wdlidiolis ill lilailufac-

Thi"; I,, ht I, w [I!(),[ k t'11111WIll illwielitioll Ill aqii( 111111le i" lillich more 

I'd Illitil ill 111v )llwl 111(fil"ll\ (11 -,('t I'll , Tlw ()Ilj( ( five ill Illew dollicstic ilitervell­

tiolls i') llpl 'm t ;111( 1 Skil liliz.t, Ilw ill((m III I d I Ii r(dill[k e to liollfal Illel.s. 'Mallv comitries 

collsidel Illi!, It) iw 111 is, Iw poll( Imly. w vel.fit I fo fluilly d(mlestic illfelvcmltion 

are iw lllawl.v litId 1() 1)( t(h.1 mci,,mv " Ah a 0 Nmq had(-dislwliii l effccl. This linkage has 
SCHOLIS CoIIS('(jtl('II(TS: %% 1 (Ifplolcctilli I ( IIIIII ies to diallge the11110111 ;1 ilit, p llf 
way they l1wit (Imlic."lic qt pit )i1litills [ )t 1:11 if llot illipos­llwls, it i.,, diffi( 1;11 
sible fit theill lo Ilep)hilk, ()It hotd(.1 lilt ('s, which 1111'lwll to 1w Ilw Iladitiollal focal point
of 1111111ilalclal ttade lw otialiolls IIII&'I ill(,' ill gis of [lie (AFT 

The t llitcd flit, FV, Ille llmlstlh ,idiZill ,; ('XIMHUIS 1111if(Id Ill OW C;lit IIS GrOLIIJ, and 
Japaii arc the maill ph .('Is ;, ilw I IIII uay RI)IIIId TIW C.111 ' 1);III of the CLII Wilt i0mid appears 
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to confirm the pria:tic, of th, yaLrS f(,idiil. ll)to this Iiull- : Hh i liamidividinq lil( for
 
agricultural policy, liva ifiirlilocat he a
d ttrlde is edeItw)\,C lit 1ilited States ditlie . \ost 
Ilitior fis lil t's iillt ' field if ag itiltir hae\'tt;ii Ildt fIit\Vte lltfit(' , Iw) ilrtitipaits. 
t tie she i !",Ii iui 'ii t llft itw;t i I t 'i i ilipctl c I it(r f i tlliliiidf( itiii li isl ft n 

pro ress ,,il- t aiiilm, i I.s wil\, ffewtilnii . is1,,ia llitif tS[
i f lt ! i (l'h twhey l(I s
 
istfe llccI( f ,Iilk .ii [iI II t I 'ui , til )p iIIi '_hiiktiii Ilift. 'lft l ics
d i JIis Ilt 11i,1I\ it (It(c 

it)a \,t i I I iift- i lif he l I I is u i l
i i Ill fli l i l ,II thihstlliifit i I t tf twIhIIf ti Imi() t Ilg Ipo ir­

[IIt l()Itillt .~ ' I Ip t t lI,() , 11 'l iI I I! lt I I I l iltIlt k'i,,l \ ll,' '51i l 'I I t IIIIII [ 

tlrlt'itll~ .;t Id1i 111kl4 ,Ill' lll i l ' t d o, i1 ! )II), I ilt'l[' l t J ,1,t( 1()Ili( ". 1i t t liltc u pv(I~\
 

tiiii1s fitq i iti tIlt 1fui ! li lluu0 f,%ti', i[ 'it, ifiki h flld(0 i1[hpiiiiiii itjiti Ilhl,1ti
 
itiii lt l i it"s , . If,'tw it' Iiiiit ,fllsii li i lll!iht liialt i f),t
fi ,)fliit iiiHit tfiiw fi h cl 

t'WIi aiiiirlt i f t hi its i i,I t lll,'i Il titllt oe 
iH, ilri t pllli It Ili a 1 II7 

i ti bi fi i ll i , ef iif i Ifll(ill 
ure r ireefer 11 le e,, ileI 1raorIe'II( Ik87 it , .111(f It iI 


i! idv ii Ilift ius it ii t Ii tr r I at , f with
18 usiI--, !,eno r pi deaf 11lf 

'ilictllti illt1 ,1 x , .r) "ll''ll id'11 11111lL1d 1 1',' ,d !,l i"I lit.111dltli lt ll 1 ,ll]](,1~11l1) 'd[,' 

difdhe(w "r 1!t!hl' iluve lt g t ' lil il ltl(l w,dh.'iull writ l, Inilnes. 
l t( ,(If,\1i t ,ilt]lt " ilit,lllit-llldlltplIt-(imtiu 'li,llillh, tild t (thYIheclOw t)Iill , Iiil hrl 'f'l~llwll[],l t i~,,, t] !l h elt~ 

ulkidlit'.,pllw, idli- (Xlwilltels miillilmllll<wi. ,tilll l'l tlim ('()li\w ilih ill,tl"-, Ol jll!1 )litniflll 
hlirritk itl,l~Ifl.,idiii iiiii,III,. ,lllioi\lvt tc lim~, It,\,I
 

illt,
iii\ 
 t 'il 1 '' tf 11mli[11tou l,11 ll~id c w titf 
tx,,,w , 1111(ll~ !I'twt' \ lI li it~ lit,i1,;il l[1ipl ill(' 

, , ()l (it" '~ l lll i l (ot 1 (ii(.\,llid lll. 
i\vh ll~ll " ;l-CO.lirlV',I i(l icalilm s 

imltio-t'l',li lt !Ilh iili~ik,,t' rtche iisih lint~it[<ilitill.'i(l<Ti I j., ( ,,ll it'nm I()lHict ltcill\
 
iild illed Mwd,(;1If wl~<lit-(m, 'l,i (Il,'i ld \ ile't l h el pI
h(, l <i ~l ,~lll lislita lt-d i
 
illust;ilti,
)I 1 I ,t ill\ v(6 n l i)ill< 

l 't (d11hi. sl~ilt 
o!I tll, livilmllllctll[ (If lht (G'lilet'tl!(vt'lll, .III(, 'xh>!W ,illid t'lltll ~ ll l ct(-s 

"lwtItfe(vii!4 '1il 1.ll,11vI I it'i(),Iwtl. tirm,lil )flqilicltmallll tntdt,. 11twlc'hes< 
l A o\ c o c~lit 

O)fIplotccti~m lli ll i!li(iliittillIfldt." iul liw lt'illt-lll I Illillav R~otind lItgotiai­i 111ofltill, 
tioll. T~w hs, ((J-tl,l dmh~ tl(s1lihlis>tl l!t '11,d~ ! to iI-;,ell 
V;il'ioidlls; wtf( llll N 'x:,, ;(ctiltelm licl \%llt e itl~joi tfOrll idea:s 

l~ dli.<ciriluilatling ,allio)lig
 
lls for tri+ltlt tllt' tclfi(le i th 

tillc l rc ltj- ;(~ .lh ,ll; l ,( l idu]s'[ f(lillfht,prior-allakili i <l llti i.'onl sis I)v 
collultinlil; itl11 r rlt illl i, inolt11bof illtt, ,aIraide wtfo~iin pIlckaqe tl h l l Iiv(,-!o)l i till tile. 
c;riteria estiiblished earlie~r ;1llitis rlicilil\ illistic .
 

Ilnterested reatderslita w lr(d 1()the,.spu(ialized literalture: Htudec 1987; Finger and Olechiowski 1987;
alid Valld~s 1987. TIhese, sluidics onitain itILirqqcntliel~r of further references that deal specifically with 
tireproblemis of dv~vclopiing countrie. 
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The Legal Background " , 

Although the rules and regulations of the General Agree ment apply in general to agriculture 
as they do tolmanufacturing, there are several significant exceptions. Theydrelatemainlyi to 
the treatment of quantitative trade restrictions and exp rt subsidies.' (Of the GATT's 38 articles,
only 4 contain special provisions for agriculture. These are' ArticlesrelXI,oXVIr and XX See 

tAppen'dixfora reprint of these and other articles referenced in this report) 
Articles Xlto XlV.and Article XIX of the General Agreement specify the rule for quantitative

import restrictions. Of these, Article XIX provides ajustifiation for quanitative import restric­
tions on all goods, not just primary goods, if surging. imports are'thought to harm domestic 
producers. Article XIisof particular interest to agricultural trade, Its importance derives from 
its exempti of primary goods, under certaincircurnstances, from the general prohibition
of quantitative import or export restrictions established in the' General Agreement. (Since the' 
Tokyo Round, the primary goods' category has included agiutrlfsey and forestry prod­
ucts; before the Tokyo Round, it also included mineral products.) Thle circums'tances justifying 
quantitative trade restrictions for agricultural goods are the prevention of or relief from short­
ages of food or.other. essential products; the enforcement of domestic marketinig or production
control prograrns,'.or the removal of teipoary domestic surpluses; and the application of stan­
dar'ds of commodity classification, grading, or marketing.'

These special exemptiorns for agricultural and :fisheiy products were incorporated into the 
original General Agreement in 1947 at the insistence of the United States. Intheir absence,
'several U.S. farm support programs that were ineffect at that time would have had to be given
up,' Thle U.S. Congress, however, was unwilling to trade domestic farm support legislation in 
favor of a General Agreement without special rules for agriculture. 'Article XI was weakened 
even further 'in its relevance 'for agriculture in 1955,. when the United States asked 'for and 

1received apermanent exemption from the provisions of Article XP.Since 1,955 this exemption '" 
has been used at variou~s times by the' United States to justify quantitative import restrictions 
for dairy products,'sugar, and beef. Even though the U.S. waiver may ,not have been im~portant
quantitatively,: it has been of significance' inaqualitative sense, By taking the bite out~of Aticle.
XI for agricultur-e, it is likely to have contributed to amore lenient inentoa trdn evrn 
ment.lIn 	this way the waiver has advanced the propagation of quantitative inmport restrictions,, 
state trading, and gray-area measures such as volurntary .export restraints,"

Regarding 'Subsidies, the GATT' has undergone a'number of changes since its creation. The~ 
treaty's initial version 'called upon countries applying subsidies only to give adequate notice 
to all' affected GATT' signatories, hrewr no provisions for outlawigsbdesatehr, 
regardless of wehrtywreintended to promote exports'or address domestic policy objec­
tives. This ghnewith the 1955 revision of the treaty, when three paragraphs' (now' XVI:2 

2The U.S. request was the result of acongressional amendment of section 22'of the Agriculua Adjust"­
ment4'Act of 1933, which was 'passed after the GAT7 had found 'the United States to be in violation of'Article X1 for'dairy products in1951.- The amendment of section 22 required the administration either ''' 

p4"'~' 	 Jo use import quotas to lower'lnmports up to one-half the level of previous period imports or to impose"'
excess ad valorem 'tariffs of lip to50,percent whenever domestic farm support programs were endangered, 
4
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tt) X\'I:4f v'rclra:iftf i f, iii clii iif i<i l ft rflcrcfi\' i i( ci<aract'r. 
I'[l( Il illt 'i iitiW (I I(I ll fi ( J)r.litt i tf ,(Owr cvri] :w It the hall 

c'n e poft siif'sj ', tii'll ,ii ' ( xW'Xl t'i' I i t 't I tfnp ni, Iris fclr l isiifililtn.
 

Ira,h,.
 
I I t ,I .'( iII I I I I ,fiIt tl i I 1I 
 I.t ;f, ll I1(,-[ I I 

tIIIi. I N, i 1 I l ,,1 o ,i . 'II Ii S 1 11 t11 t i tI I I i fI 

ii,till\it f l iit s, ii ii, t , il I!i. ,l itIi . , iii ii lt it 
ti ls s .\ I l Is Iti i .iss( Iitss 'i tf l i fi. t t. ti'' I' uii, I ') iIruitusIt f)ili1 r"fr ltfi)\'t ,"i i tit f trrfi iiif] iiii,iirI i:,\l,i l ' 

i i 
, riiiiii ) l'ru',t inr , ', h, iixiiifhit II sIiI h Iis 1fs.ls , 11{1 tfil 1itItn Il u l tii ,i ; 1,',iI rf 'tittI irfi i 1s11rt'1 

sf: t a ft i iIt. f I S i iir.:Iii, l r 
isriui\ s)t ~itf orItiarsnI c isA rt flIcr\v>fI'issll~s uifi.rllifcftrItt >\[~l551<hi t . (,tiiaSS , Il\lJlisf, tiif!f!'.')l t l 1 t :1 i'iiif , I ,ii \ i !if.'ii'fi i1istrrf i l-~t~r sairi Ii
ti ttt 
il ,itritsii li( itt, n"I,(it IIt xfwIII irflii N t ll i h I t rl t ( clr Kil lt ."(ti fi. llA-ti'k' -. ,i(1 2ifsk!it,l 

SirfIIt iri( 1 Ii l II l,f~rr'll 2 , 'ii Kdt*.~.tll ifiu k ,ii~ if fit fli,-ich~,,.iii,I r 

l <xt.(tf ifh ,o il(] mark tl to -,'ovet!ilht, d]isl~tl '11,litrl ' l ,. 11l1 11i11(-1 ('11111t% illi'llk -; 1illd;(~ i­
lh. lllt lhr iroviois of .rlic]l XI \% T-r \ el il ill,!i-d. ,ili t,I i.pllh, 

('[fi'. (,' liche, , I IhIfif,I\IIie. , rrir 12 I ( Iitcii t, 11A11iuIrs I )Iro I 2 f t IIrs fcI n .)ticir f i tI Ij i t 
iriI
i,, 

I I,f 11( XI, ,f i ,if 5 Ifitso Ic tI If
 

li v o1Ii (ari l~ ilIr ts
iInih it 'I- fi t,1i I tii itI ;Iir)',I( 2 t,: 11, , wrlil

atlc oisct is a fllilll illc' h f '(tv f ,'l i l dfr ilnf.lh ii ).\,nraft . A\iihr of
 

l
, ff1 lli s r),1x I. 

l ii , l ift r 

tI')iril.-;it filf i1 , itflt ili i 
 lihtilt'ip nihtit ni': 'i-fnni i lt fi ll l fstitI;i isc lio 

[IIni tf di irfntstfif(ll trfiihritli i r ,\l!ifnih1 i isif,.ft'idfh itrllhIf iall ;a"tht ..
 i 

ni;Ii f (, dismit tl"s hi iSl'( it
ilitir fliti~l Calrri) fii r ril~iuh c llitlil ili fi iti ii Tls li ii~n i i,il k iifi(it!vif,ir ) i' ris f ixfit twdr tailit.C'hilpl -

( rii trtftisKrK5ifircraijlil 

firifit II ii niIII heistfe)I IIfI ( cirIifI-i stfrt rrffI t f ~if rf rIiiin at fcrIlThe Practice of Agricultural Trade 
"l'h.,'! <ll ,:. .~ l~ i, rrlll I (i' (,a. Ioll 11 ~t,w ill .\ll-ic¢, X1 illd XV I olf III(' (1will,r l Agri,-­

ilt'fltiri t qli it i tt [(, I l (l ,(dli f1 intfsIralde A.. iinttlil i'l Idl (<, 
k 11l i iiir fiit Ilff i i'i t f s i lffhiif inllt" lt llal"(w ,ills I() til\( Iw( )Ilw I il ,, sil/l!1 Itplal-ah,( fro mil l e h"r ;1i1(.


Ill p t);lr ll,! . l1w1 ,ifil ,,f Ihl, I t .
 'l ri ,-\V li \\ h 1 ili m ' I \w~llaill) 

11i10s, 1111111till k<( )[1 if) ,if 1I 'l lli , llt >' ' l !' ! . l '' 1 {\ll{ 


. 11(ii -, oJllie'l ,('thl l of1 Indus.'­
, sk mkh la riff Iplo ict, tio)li is
 

hiqlict Ihl,w I~lli ii . l d iehr stct< is l b , 
 ), \ illi 11111Y ll\a ifk> "lill lltolilml .Illid Il he\els tlhl 
dlisco l i tlrait,l , ! irilf .mdhfi ill Is> ] it , t i t s!l1111>l ll !i' (Tiltll '_); , iiw!lil[11,l o~f llo)ll­

t sliff I t, 0'-;)((Ij l) l l ltd \%illi lhilti i ( ali sii silics
ile I (,(!'()If :1 t ', ld'<( ( w",;11)m! " "111,aJrili, It. i 111"!,I ,le li Ill e d mlU13s. 

[)II rlllf tilt-' I )l(lu n ! , )tillld , Iliih 'd 1at ll,c ( I-i7O wt I ' ,,, 11 m ( h , , /'' )--ll i h lil ll il l l (,ii ,,e,,Is. ( )ilsced
Iliitals, I(lld ,(m h ,l leed<<>i l .)llt. ! ff~llil Ow"l ,C .A\llh imlti] 1i,1 i i ;il'd(. t f illliblm lillp orlailc( atetiiar !illip., lthis t,.vhll lmllh ' V II(h k ) ]w til t,'Il sl.f Il l ili lll r'\cl a( hic 'v,d hv"lhe h 1crlitt .:tale.


T]he' addlilim (if c('s. I() Ilhu ( jeficrall t'' l il(qu t ill 4 Hlic !()k%, t m/lid is disc.uss>ed ill Sterin anid
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Tab.e 1--Average applied tariffs for II developed market economies, by 
product group, 1983 

TariffApplication 
Imports from 

Less-Developed 
Product Group All Imports Countries 

Food 5.3 5.5 
AgriculnJrd matcril. 0.5 0.5 
Fuels 0.0 0.6 
Chenlic~i, 3.1 3,2 
1)th,:r oianulactures 4.7 0.7 
Allitcno. 3.0 2.7 

Soi :t : lvacd )I data froln Samuel 1,aird and 1. Mlel Finger, "Protection in Developed and Developing 
1ountries: Air )veiview," paper preswnted at the World lank-Thailand Development Research Institute 

,:oIfrencc, larltkok, October W)80 1nirograph d), p. 7. 

Ibhlr 3 lt\tveils that lIo!lt riff kilrits a IIt)It(t. \ lt'nt iII aoricullirk, thi il Illitllittl~ill­

iii for lmtst relereitlec coritllrits. T it,exteliti Iithinltill [lol(ctiJ(ll ill 11it jlllle is sililih(!
Io tlhil of tIle Iltst h l'.{v li:olectted inidtistiis withinl In n fi t rhg .hx Ileaid dhlhiill 

Xs wsr1 &; iron ;itI] steel. T. le .1 j)I()vidc!; 1IhilIk oviil f miltiliff l1Y(ItjIi0Ihl ill ; ictiiulttlre 
hv\ t.\'pt. of me t'i~lre. B~otiCK(O~les 3 ;ind -1orlit ;I uu oh i pf leh lialk illipl)rt t' l itl r( ,lslric­

~i 	 {li \ lilt~llt> such ;1i5"'iilsidlit.titolib. A Io1(lig l~lo)ste IIlolituiff kilar iCIS uxuiNC ( liltl' ,dlll{ie 

,A) 'IllipoJlt'olllptilll sekl fr,, !/ qllolI(III Iplo(uli il Wi, 111id rw:-l~ ctitliS ("I iliu, h i' c s1110 

of fotorcin 14(v0'; i,.rl!i/azIld Il,,,O lqilf Ill iltlllutIs; tslrnluvI IttisiiSc iliituS; 

Table 2-Post-Tolyo Round applied tariffs for raw and processed products 
of selected developed countries 

U.-ited 
Product Austria EC Japan Nomviay Switzerland States 

(percent) 

Meat
 
Fr,.sh and fltozot 0.2 0.6 10.1 8.3 4.2 1.6
 
Processed 2.0 17.0 22.5 8.1 5.2 2.3
 

\,etanles
 
Frc, 2. 1 6.7 9.0 3.4 4.9 7.6
 
Processed 13.3 15.1 17.5 0.0 11.4 1 1.0
 

Fruit
 
Fresi . 7.7 21.5 1.0 7.4 1.1
 
Processed 17.3 16.0 21.8 3.1 13.7 20.3
 

Vegetable oils 
Oilseed 05 0.0 0.3 0.0 0.1 1.0 
Oils 1.1 6.1 0.2 4.5 8.2 0.7 

Sugar 
Raw 0.0 0.0 3.2 3.6 42.3 0.6
 
Refined 0,0 0.0 82.5 2.7 34.1 9.9
 

l[obaccI;

Raw 	 9 7 0.0 0.0 0.0 0.0 8.8 

Processed 21 1.3 6)1.2 82.1 5.1 17.0 0.1 

Sour,.e: 	 Ba.:ed on data from Alexander Yeats, "ihe Escakltion of Trade Barriers," in The Uruguay Round: A 
Handbook on tie /oulti!at'ral Trade Nvgotiations. ed. J. Mihael Finger and Andrzej Olechowski 
(Washington, D.C.: World Batrk, I 17k,p. 14. 
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Table 3--Percentage of seven industrial countries' imports subject to nontariff 
barriers, try product group, 1983 

Country Agriculture Manufacturing Textiles Iron and Steel 

Australia 21 .n 28.6 29.1 42,5
,7W 22.7 28.1 57.8Austria 10.5 0. I 15.1 0.0 
39.Q 2.4 0.0 0.0

IC 26.9 29.9 68.0 31.9
47.7 15.2 15.6 51.8

Japan 53.3 4.4 13.0 0.036.8 9.7 11.0 0.0
Norway 15.4 20.Q 59.5 20.0

27.0 3.2 39.5 0.0

Switzerland 67.3 19.5 45.8 
 7.774.9 17.4 60.3 3.8
 
United States 
 25.1 18.6 04.0 18.Q

23.5 16.5 31.1 35.0 

Source: Selected dala from Julio j. Nogues, Andrzej )lechowski, and I. Alan Winters, 17it, :reott .fVontariffBarriers to Imports of Industrial Countries,World Bank Staff Working Papers 780 (Washington, D.C.:
World Bapk, I9FO, p. 52.Noti: Upper r,unbers refer to imports from developilng countrics, lower nui,,hets to iinports fro11 ildu ,-alized 
countries. 

Table 4--Percentage of seven industrial countries' imports of agricultural
products subject to nontariff barriers, by type of measure, 1983 

Quantitative DecreedCountry Restriction% Prices" TariffType" Monitoringc 

lrrceot I
 
Aurral~ia 
 21.4 2. 0.0 0.0 

44.8 1.7 0.0 3.0
Aust ria 37.8 3.0 1.2 0.0

14.3 24.6 9.1 0.0
tIC 14.1 13.4 6.6 2.7 

21.3 27.2 8.0 2.2
Japan 40.0 0.0 7.9 0.0 

31.4 0.1 6.2 0.0Norway 14.4 5.2 5.6 0.2 
24.( 5.0 3.6 0.5Switzerland 19.4 0.2 0.9 50.3 
47.0 8.8 2.6 26.7United States 18.1 15.2 3.8 3.3 

8.7 4. 2.2 13.0 

Source: Selected datri from Julio . Noguv5, Aol rzej Olechowski, and L. Alan Winters, 77:e Extent of NontartffBarriers to Imports of Indotsrtial Counnt.:, World Baivk Staff Working Papers 789 (Washington, D.C.:
World I;mtk, 1980). Ii. V',.Note: Upper tlutbers refut to iports frtrt developing coivtris, lower numlfers to imports fron industrializedCOOli 0is,
 

Varialle levies, IM1tii]n) i I)Out utid pi'Xl)prices.
t 

Tariff quota.i sc~sottal irift,,.
 
SPrice and vlun i ,, i , 
 m r,-illatce, antiduniping, and countervailing duties. 
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iall (,tm ll y ml~ "'-laild tml i,, ,.eri()u.l 
tIf tht1, lIt AI('lIIt (t I,1,Iwt tIit lt Koeshl'r 198341' 

19,S6, 7,1) t' i,, lh ,. i"-'-;i,If lity ilds alld st;itt'in'4 lik(,I\- to 
! ("A 11 .I.I (tf1ll~ uiff I) IrrIi,;'k~ ; rI IurI .I.Sc t ah'lid for
 

Itst ' f o f Ilill'.
ill i d ttiiiil I,)I ti( (,It [ )ut1ll I i),iiii si i r. ii. ) I 

kq Iil!1 11 , Iitl,i(l ii l I I lll -iI lit 111I I II( t )I i'dlltlad (,ltrc ca % ll i tlit I II S lttIf( ,, I ) \IIr vi tiill 

of lt y n itui, 1 sTalI 5-inancin I 'ict iliyi e coui; lilt,7 
, 
 Au tr lial Cana l eail F 

"Vaxlpy till'!ri-Ii l' k Til. -,ttidiii,Is m "dt-tl h% Ill,I'mid Ill,Iti i l­
,edi trie"htiil il Autt Ct, ap"a and Stes 

,lfill' ' 'lli 'd (itl a iledHl l (IA:i(l1, XXIII, ] ',l.A!i <lnvl Iw,t, . i\ i \< tI'!i .i lllillili illill 

Il t t dl,' l lO.1 I 5 .3Illh lit t l,i O.. 1t(.259 

i)i11t lldr>cit 

1,il, H 11Ht~ : , i, i d1 v\11 111 tlii'l1 1 Wli! Ill1 1 (LIIIIIIlik~li,,i,! , .111, i,' l l itl faft<i wl 

til!tl 1(11 lilt I) . (t. t1i -,'lIll'itim lallns iimlratl r , c( illli7"0 'h t) I i 
t,.AlIlloillf. I tll(-. ' ,iI ii! I )(1 ,(%I,t%\ examl­!-I< illlilt, <il ~lU ll ldk lith, ti'i 1Il~ l,lt!l 

' 
%'I21ll 9ll 3l11 ! I 5!t t 1 i hMrici i11 sliptrl ri' . < 3 l l. 1il< ,1 3h.il3l 

I t.\ 11i' (tV lh e eartit, nltlitilrts I p w :cnt w 1i -" iIll'it'. 33 il idi4s. 

C t,-lt I In it li IHiIM it~ . 0l lt'il .1 I 5(ld7.. ,irItl 't icii 2 t, wlill0 , I(11 l(1tll 

Ilt( x i IIdl sil 1Itirt.' if " t tiltli .lll I ! , .. 1]1'l ,f( 
t c( ,21 2I3(1 I (P 7!0 115illTlli inlrfs(hI ) ,f;if i48)ll 

if t t( I I I .!,2%iI11 ), ,tl oI lt I 7,53 

l t 
Ae 11fr11(11 a lI 1(31 It' 5I5 .t,7li,,tlolo(,1 tI it,7 the 

\ % iIi r \ Iit 2. tti fi t lAllI. vtIk r.. hlht \'e ll( 0.5,t[ ls I ,' t1.1,3I If( 

ii Cic! lc'ii i ttilli h aldsttr dtii sed t frt 1i('lra ; lI ld t ti ), lili- t Ilil ttt t riI( cll 
,;qiil ' ,f,, i,ill , 1\,(If[ 1,) t,w l,ili','v to ()th efti ill 1it lil if;liti-.'
.,ll '11 w " i fliti i t+ Il.d 

Table 5-Financing of agricultural policy by seve industrial coutries,
1979-81 average 

New United 
Expenditures' Australia Austria Canada [C-Total" Japan Zealand States 

F , 3142 131 1.0ic~r11013 1. .,0. 01. 

Iolal tFCllbillion! 0.,17 0.49 I .l ?.1i 10. 10Q .25 19.39
 
S;,:;tl'(111u,f
to ­

hiocessing, nmarkeling,,and
 
U.mstime raidwe+rcentl 7.0 I.? 1,1.9 10.2"? Lo 0.1I 54.6
 

Prio:ena stit) .tI 69.3 .8 ,3. 33.3
<,dh oil.e porIper:c 21.7 '51 "o.8q 8 18.3
 
IRestarch ard et ensionl Ipercent 1 4' 4 2.() 10(.6' 0.(0 .3 1I?.tQ ,.2
 

O)the~r" ! 2,4.9 2S.0 22.7 27 ! 51.1 40.7 22.9
(per (,nt 
e p ld CI I[(l 1 7.0un~ i I]n. billion)l 0.2 0.() 0., 5 it 1 .7 0. lo 

Iotal cxpundittre 
Ptecapit;) 43 1) 2(!4 115(! 11 188 208 7)

) 7,.lo"I JIOQOPetr-ker Iiif,m iurr 0 (:it) 1,558 ,1,7fio . 1.( 1,778 7,4£53 
I C I 384.2 o 3(1 5 01.3 

it('/ 2.(, 1. 
Pvtrhct~cairv11I 1.3 3l+,. I~i..1 .1. 1. 17.0 
As pe ft of ;I)f' 0,5r 1 .1 ?. 1..4 

Basled ftilli ,Hl/d [),.'%tI0l)IllI-qt, Pol+icis ,and 
> 

. utlrc: oil1 (Lil' O)riianalior, for [Fc,wtm wi((I+oiltr .111,t1 Nit.i'onal 
rdc I(M Y),III).128, 1 12, 1 ,l 

Note: LIC! uf~w (w ic V ()_Illit. 
+ 

Ag,,-ituLr,il /, Waris: O()I(;), 
I o !+w,i;) 


' Il~litll5 lt'(, tIlwI tifflwatril tl[,' OwI liaIhcn itc!> It' tll
i l!(n~t iv (Al[lllll 11lillich,?,inl t li t) lm o)fmiemlber 

im pt'-tliol'IVIO'>s al~Iddi'O,o. toiltll, 1,mtorli,liiiiqofplodlucthio, illpovtemiont of ,.irtcures,rlllaldevelop­

rtlidtdc Ixpi] c;t andl~ (oi'lt, ", 'll li l v t t'.tl l la a l b 'i rttledu.ltltill''i 




COL111trieS (1i'll)IC :3). 1lCiIV'Vreliance oil h(miet mctisuw.s is lik(li , 10 he morl, disrupt, . , 1( inter­
nation',11 trade thim ii0itfrOntier h,-iiricrs. Yet from thc vicwpOllit -if J)OliliiC , SLICII 
11112,1SUres look rather attracliv. N )[ milo- cim bimlet ineii.,,mes hc in,)it- justified ill erlns 
of fond securitv, th, , also ml it casiel to Illitilitilill lills!(,l ,Ilppml ploglams hecll 
their fiii wciil hurd(,ii is h(mw hv *'ll(IM11%. IlIt'd '11)d IwIl( I,d(wile I.k)IISIlIllers rilther 

Pw !Jl lw !t:, I!1!1tv, vi't ;'ti( (-, I" !,It tt) 'llall fcdct;II 
hilthlk,( Itl, 1, , too ili l 1,IIIIIII'd I'l, lrlrll 111.1111(.stilljc( I III lli, Illv plib lic discils­
)IN]", 1 11111" !i\ , 1 "Iwl ](,%ci,, (d Ili lit tillillill stippml wmild he 
(.Xlw, wd ill (milill le, wi%illl III, w h( 1" 11% 111 ( (w,11111tv, thillt (III I".Xpavers to pav for 

Till" cf iw' to If,, 11,1111, ill :, Ilm Ati"lliii, tht. FC, alid lilpall, ill('(fill 
thive cwiiilm, , thtt iiiA t, t1wir , (m miitv, h(vI Ilk, h1till! (ofill(. lillItIlo'kil hllrdt ll offllolicilllm;ll 

11,sl) t1w III0,1w"! expwildlim(- (oil WI 11111 pftwi'lills, ho)III'It.1f t.11 1,[lpp()I( 
Iwt Illd Iwi III'( kilt 1 ( illll% ttt'd killd 

TIO)k", I w d -I Itt!h !n t. ,I It',( 11fxIw IId itIIw s 11\('I IIIII(I II)i lit(, 1 '(' (illfl filk, I Illwd 
, I( j ,( I i,,tj% ( N o (. I Ii.it . it I ilil". T th h "),Tllh l( I I c( )l isid t'l 111%111, ,Ill orIillti( )il d 

('\pf Ilfl.ltj It-1 , 'I I h , I:.( )IIIII ('\I w ild il till [I 'Idd il if oil it) H w 'w iw III( III( It '( i I I 'I'll 11" 5 .) 
17;ilike till- Ili it, 5, 6 Illd 7 wf(q Oil!.% too 1') price 
ItIld ni (11111 1*''i th t. i'( x" l 11 o llip li"c", IO)O ilt ',ilp p 'll )IIIII'Itif )[I'll i[Islillitio .i. th is 

()i Ili !I . I! )It Iqlli 111111w , 1 \ cO lItIll"t, 11l's Illilch Ic"." ImpO lt;Ilit 
1()l 111t, d illcit"Iscd ill slil.Illlificmcc smcc III(- III llic 1985t 11111 !J11''ili!iI it 1111., 
f;IIIII hill I)f lli - (d Ow t litif d ill(' m ilf(.11111itt'd Iw Ill 

ti(II, Tlit [It, impi,,\t ,it(:, off li m( iillmtl pioihicl , 11nmi!1i mIIk(,tim1 

'Fild(", to III(i 111d (I(,( illw ll! ih !11 11 ( it h OtII 
Ili ah Oltflt, df!, too (61 )P) III"\ AS() ijv(' I loili'll ide'l, 
Of 11W dItH!)LIIIf)h I)% t )l Ill( 'r k'xp Ilditilit-, Foot 1)(Ith Ilw I Itil(.11 "')kitt's ;md Ille 
IT, fltifv p n ,flm l" IIIIi it , (,I\ I ill( 1.Il I 1! 1111' "Illip Ilt p l% Ilit'lits A s I lestill, it i.,, ll()t 
"[III)i IsIllo," I():111(i lh ill ille ill(' Illo"t 

T11hil, 8 Pit 0lit, If.( ,Ot t'LlIIII tI(-, 1)111W (It"CRt) (0 or!d 111,11 somekct distol tioll for 
cewdl '111d (I'lil *v I I, dil( (' t!Id I f( \\ ()ill( ls Ihf- fii"llw" ill ill(- lilhlo lj\ e just d1i Old( l Of 
llm Ilitllde: difft wl lit Iw(III doio ,%illid dAt'l Imse call leild to sOlliewlial diffewill 'estilts 
without, thi, h1l ic thlit m;m\ mat kels for aqi iculmr;ii I)W(ILI(11, 
ire heavilY d'isIOtt(qI I)\, Ovcl 1111wi'l I'llfif, ('11lioll': WMId mat ket prices md trade flow,,, rather 
Illail ("millmriltivc 1(1\ 11,1vt , ()Ill!- 1(, foll( d tht' WI;ItIV(- ;Ihilit V, Of CfLffltries to subsidize. 
IMI.'Irkel ;Iocess i'a", Iwc(mic lli 'Illv ilm ( I l;till f(II cxlwrtels, therchv iliflic"lliq a Ill."wv buldell 
OP 11MI.Yihsidizilli, ('xpmlels, im ludim" Illilli( itow, llklllll iIId('htCd (J(T(AOI)iil ('01,111triCS. Ill 
addinon, mmktt ()Iprict, st thilirv !ii.s IRVII if or kos illctcasi!lf,I-1:degellerate i'lltoId 111111 

Sce 11,1% )w(,%, I , 01,11 vxp'll 11101,I I I I I IIlI-,IdI( ( rsified I,,,frontier hamers,
ille fill;illk rd wo (ofIlx IfAclill" 

For ill,- %,ca.s1'17 ) 1111M)I h P),' l OW of ( S cxpfiiditmt-, Ili this catepry
wasmik- 18.3 per(ew to T10fle -) With ilit. fmli hill (of howcvcf. Illi', latio hiis increased, 
as expelidililit-S tool IlIt''llic illid pHtC "HI)IJurt lli%(- liscli ;ilmtil scenftflil fmin 1979-81 to 1986-87. 

Lavc ip;wilwd ill l1w 1981 Is,ml Im iq I; iem Valokis al Ili zielz 1980 ' ( hgallisa­
1;.,)Il olill Peveh"pilwill 19871 md 'kwL, ill(] Anderson 1986. ,' (:ollvellielll 
survc.\ off (jAimtilitic I,, pro,.idt-d Ili ofiddt , A vcrv lr(ildahie accoulit of [tie allollialics of 
illk"I'lldtiollill li1rI(LI1hIIII trit(ic I,, piooidcil I),,,Millcr (1986). 
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Table 6--Gross expenditures by the EC for price support and income transfers, 1974-87 
Type 974 1975 1970 1977 1978 
 1079 1980 1981 
 1982 1983 1984 
 1985 1986 1987
 

Outlays of EAGGF:. 3.1 4.7 5.6 0.8 8.- i 
 1.3 I1.C 12.4 5,P 8.4 1;.7 22.1 23.0 

.perci r,AsshareofFCGDP 0.34 0.40 0.44 0.48 0.55 0.50 0.57 0.40 0.51 0.01 0.00 O.oo 0.03 0.o2Share of-Restitutions' 10.0 20.5 20.2 37.5 40.8 47.7 50.O 40.8 40.8 33.8Interventions' 81.0 79.5 34.5 33.8 33.5 30.873.8 c 5 59.2 52.3 40.7 53.2 50.2 00.2 05.5 00.2 66.5 00.2Share of-Dairy products 30.4 24.3 40.8 42.8 40.3 43.4 .12.0 30.0 20.8 27.0 2.0beef 10.5 20.1) 24.4 20.020.7 1 .0 0.8 7.4 72 12.0 12.0 0.3 10.9 130Cerea!s 12.9 13.8 15.7 10.213.1 11.7 0.2 12.8 15.0 14.8 17.2 14.7 15.3 0.0Sugar 11.o 15.3 15.03.5 ().5 4.1 8.8 10.1 0.0 5.! 0. 10.0Oils and fats' 8.3 8.0 0.!4.0 -.0 5,.5 4.5 3.7 5., 7.8 7.1?i 0.2 0. 10.2Fruit jod ve,,eibies 2.2 1.0 3.3 2.0 1.2 
9.5 . 11.8 13.24.2 . 5.8 7.4Win e 7.5 7.3 0.21.4 2. Q 2.4 1.3 0.7 3.o 4.4 4.22.., 4.1 4.0Otherpro.iT. 7,.7 25.5 4.1 0.0 4.7 ?.8 5.527 2' " 17.8 .0 1.3 3.0 :7.4 0r.1 15.2 15.(, 17.8 11.3 

Sourc,-: Basel ,-,ndata fonr (omrn ssio of :he Furopean Communitis,CC,various V,ar.1. 77 c-.,,rrouu~urd! .c.ruaooo,,onhe Corm.unir. various issues lBrus.eis and Luxembourg:From 1 74 to 1078, exp.,'nd:.ures ,r 4:., T in European ;lnit:, of Account: from 1170 to 1087 they are in European Currency Units. Figures do not include 
expenditurs '},natinai 40o5 .errmelentsEuropean A4ricultural o;,ndanci and f;uarante Fund: the figures exclude exrenditures o-f the "guidance section."


Expoit subsidies.
 
Includil, stock holding, less production levies for milk.
 
Includes expenditures for olive oil.
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Table 7-Net expenditures by the United States for price support and income transfer-, 1974-87 

Type 1Q74 1075 1Q76 1977 1978 1070 1980 1981 1982 1083 1984 1985 1986 1987 

Total expenditures' . O.o .O 3., 5.o ,n 2.7 -i 8.8 7.2 17. 25.8 22.4 

,;(tr.-,nt i 

,.,share of Ij.S. GDP 0.07 .04 0.00) 0. i0 0.25 0.; 0.10 0.13 0.37 0.50 0 IQ 0.44 0.01 0.50 
Share oft-


Maize 44.2 20.! 11.0 10.1 30.2 24.3 4t.2 
 30.0 30.5 ... 25.1 40.7 55.1
Wheat 20.8 4.4 6.0 40.) 14.0 8.4 31.1) 38.5 10.2 18.2 35.1 20.4 3.3 12.7
Dair' products 4.0 73.8 4.0 12.. 4.3 0.7 37.2 47.4 18.8 I 3.5 20.0 I1.0 0.0 5.2
Cottor' 72.2 40.5 0.8 2." 4.0 4.0 2 8,.4 10.3 7.3 3.4 8.8 8.3 8.0 
Sovb-,n!, 2.n ... ... 0. 0.o 0.1 4.3 2. 1.5 1.5 .. . 4.0 6.2 

Source. Selected daz: .ni Joachim Zietz. "Lle. Azrarsektor ;nden GATT Verhandhtinen," DiY eJir:schaf I1 June I Q87): 200 21 I. 
No;e: Ependitur.. ,,nFi,480 food aid are excudcd. 
";ioss expenditurv-s m:tuas repayrnets ofcredit. 
Shares of the net es,,enditures do not sunn to 100. 
Receipts exceed expenditures because of re, avment of credit. 



Table 8-Price and trade effects of agricultural protection, by various products 
and countries, 1980-82 

Feed- leef DairyEffect Wheat grains Rice an1 Veal Products Sugar 

(percent) 
Change in world marktI itc Q -3 - M) -2 1 --38 -10 
Changt in world irid v loli --Q -15 -03 --3Q -3 

Imillion metric tons)
Ab.oliitt clhang.',- volu meinexpt 

(;roup I' 
 4.5 4.0 3.6 5.0 14.0 2.3 
Group 2 3.0 -8.0 0.2 -2.1 14.4 0.7 
(;,up
k 3 --2.6 .9 -0.0 --0.5 -0.2 -0.0
(-,ip.i -4.) 2.3 0-1 --2.Q -22.0 -2.9 

S(o. !:1ratx ol 1, ,.i[r-ln ltii, lyers ard Kyni Anlderson. "(lobil Interactioms and Trade liberalisatior in 
Awricil tju of laiid,, April rte,."Itniv,,,rxit AU 1Q87 visd Inibneol.
 

'WL-SIet IWcli itintrix inthe Furopean Co/minuirll
l:rct I 2 t y,5 in the Furopean -ree Trad, Associationl, Japan, 
Kiorea, lmiwni. 
J tv rasla.riaiIt t.
Nvw ]vasand, 'ad,i.Iiiliihd 


Centrally lat t'd'l 'tllrt it lllli iliOptt.
ill itl- [i s ia
v 'P+( Mwh r dcvvlpln (ll11,, lt 

'II~tljmpinl/q , lf ici.s utIlhrti! rut mIt of cImtt.nig uimd-, ( i l fhusifill Itisil sirlrising[htll 111,11 ,lgql'tillt1]1t, lth,' k.t' ,lf;1 (f 11111:lV, if ll(t illot. tilde disputes ald con­Il'i '-wlil.t' 


Ilic't"Ill l 'II t \'("Ils
 

'
WV l11 ;11. ),(1e l h l~ it I ' ei l tt h ., ,1, ! I r ;i shlem il li d Im ,ll ) k l or i c illtlU i ~ l . .ilo l l '.T h is 

ql t ; i tll i, l lt II\ 1 i t , - d....- \iif111i A t(tIll1, ll ltl' lilt()u 't lxi,,, . s t , 1 
+thtw se l' i, ti ilt- i~ii.II. l[w' til is irtf iri il't , dlo a t t i ip wulti, l l ln luost
 
'iftllts t ..
[1, I,,(+l0t i!lti . t' i fllll(" t [- t il. fSI. nlltif i-tMll ["ll it-\tIt;'j tlltwuik t11t111, ,I l - iJltlj li'l F:c+;[o 
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multilateral trade negotiationSthe Uruguay Round The main results of the constituting Meetig 
in Punta del Este, as they relate to agricullure, broadly reflect the concerns expressed in recent 
research: improving market access, reducing direct and indirect subsidies with trade impact,
and minimizing the trade it pat of~e~hrgitons'andstanidardsP That an agreement 
was reached at all in Punta del Este is by itself no small surprise, given the diversity of inter­
ests rep resented at the conferencezHqwever- dentifying:.he-agenda- for'action, alth ough a 

2necessary first step for reform, isnot equivalentto agreement on the needed coause of action;
After all, disagreenent on the' appropriate policy reforms is not limited to policymakers'of
different countries, but also figures prominently among economic' researchers,.

Almost two years aftei the Punta del Este declaratinon, overall progress is rather modest. 
Separate negotiating groups have been set up for each of the 14 "Subjects For Negotiation"
rmentioned in the Punta del Este declaration (see Appendix 3 for a list of these subjects). Of 
these, four are sector- or commodity.specifi-the groups for tropical products, natural resource­
based products, agriculture, and textiles and clothing. itmay be noted that agricultural prod­
ucts are discussed in three of the four groups, Other negotiating groups are dealing with bar­
iers to trade, such as tariffs, nontariff barriers, and subsidies, and t thers with GATT arti­

.es,safeguards, and related matters, 
Within the various groups, much of the time has been spent on taking stock of the various 

proposals that have been put forth by the contracting parties. Depending on the complexity
2of the issues, progress is rather varied among the groups, The group on tropical productS,1

for example, which isof central importance for many low-income developing countries, seems 
to have progressed rapidly. (See .Vald(s and Zietz 1980.for the quantitative importance of the 
tropical products group for LDCs.) It even seems possible that an initial round of tariff reduc-
tions can be put into effect for tropical products by 1989. By comparison, the negotiating group 

' 

on agriculturc, which isof central interest 'to most industrialized and many higher-income
developing countries,'3 took until the end of 1987 just to collect the reform proposals 'f the 
main participants in international trade,14 

Six major reform proposals have been tabled in the negotiating group for agriculture (an
overview of these proposals can be found in U.S. General Accounting Office 1988). They come 
from the United'States, the Cairns Group,sCanada" the Nordic countries, 7 the EC, and Japan.
The proposals can be grouped into two broad categories, one with a comprehensive scope
covering all commodities and calling for the removal of all trade-distorting measures, and one 

"The complete textof the Punta del Este Decl'aration can be... in GAT Sertra 198...6......fon ... An abbre­

vothe Ministerial Declaration on the Uruguay Round with citations of those passages of
particular interest in the context of this study ispresented: in Appendix 3. 
,2 Seven product groups are part of this negotiating 'group: tropical beverages (coffee, cocoa, and tea); .spices, flowers, and plants; certain oilseeds, vegetable oils, and olIcakes; tobacco, rice; and tropical roots;
tropical fruits: and nuts; tropical wood arid rubber; and jute and hard fibers. -,
' Higher-income developing countries are mainly affected asexporters. The concerns of many food- , V 
importing low-income developing countries, whose terms of trade would deteriorate with' Irestrictions 
on export subsidies, have been given rather scant attention so far in the negotiating group on agriculture,
although Jamaica, supported by a number of other developing countries, has put forth a communication 
to this effect. See GAIT Secretariat 1988b, 6. ' ,' -

The second phase of the negotiating groupfor agriculture, which began inFebruary 1988, will concen­
trate on the actual negotiations,- It has no fixed completion date.

The Cairns Group was established in Cairns, Australia, in August 1986. Its members are Argentina,
Australia, Brazil, Canada, Chile, Colombia, Hungary, Indonesia, Mal;ysia, New Zealand the Philippines,
Thailand and Uruguay. The countries of the Cairns Group represent some 550 million people and account
for roughly one quarter of the total amount of agricultural-exports. . 
.Altlough a member of the Cairns Group, Canada proposed a more detailed plan of its own, %17This grouip consists of Finland, Iceland, Norway, and Sweden. 

"
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CRITERIA FOR EVALUATING
 
TRADiE REFORM PROPOSALS
 

Conformity With GAIT Principles 
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l1will (if! 11.	\IFN pillit Ildc Ili)[ 1&,%lit 11lim" ctitfho with ,iwh miatorsascustonuiry 
Ill 1*1111tiltiliwild lfild(" fit(, of pow''I Iji lohhies, 111(1 of(oliceptiolls 

I'm ex.tillph.. I ( Im"1111will 'It!'Illisl m IlIIcm;khii(, till Iipplic ltioll of tilt' NIFN principle 
ill .-Itl1w ]I,Ilit, poWlillill !etlw-oklmd, lw , fit 1AW " with plefeleWial accesS, Illidel Ow 
Lollit-', It, to l1w miuktf o! HW I:,(,. (The Lolll( Coll"eiltion plovides .1.1Afticitil 13 
(%Ilihheall, ill ill Pwifit (otillilw", with pleffwilti'll I()l1w EC iiidiketj flov,,e\vi, this 
;OWillicilt ill(' pliijciplt, i , hiv;t d oil v,-i-A folmditimis, loi s(veral wasow, First, 
'111V IIAVIld lllde I.,,lik"j.\ to ill(.r( ;Ise world price compill-ed with M iat 

!1'1(-It'i" Ili-%'.I il'ift moll It ftilct, 1whilld it Ili the ( fAiT sYstem, 
pats ol ill(- (;(,I lo-lill " .L1I"cIlIrIII 111,11 

1 tw MFN 1111!1( 	 pattinilarly not ill the 
sam ti, )Iftr;1(1(. It ,11itHIM', Ill SII(TifiCd CiI('it ItNill KTS, SlIch as Article 

XIN. 
F(ir exa;iil it(,, IImi,,j Ki mij's till( oli wnl , (Irrived from lextilw arid ( lothiii aniount to approximately 
pert, ef II ()f iqI()Ss Ililt m pa I Ifro)(!(I((, 'Sov II'llili Ik)II 1986 
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otll'it' t,, vs ", thisl ll lt C M de[l evtt of clll 1(it o l he+. T' 1hm d p~'\l I (, expol~l tlll t S C l 

pl i (' f t fr+,I('tiwlo l~tIw :)XIltt it'lttl . tht (',s-[s:'
oll ) frf Il~lt'tl((Silt I[ (~ [ck' 

Sect llr t l L' .11 p)( w'llitJ livel c hc li tort ti sticRI{Il i(, W()t c. 111 ' ll il ll si;)lllt\ll, < lli i 'ltom 

al'h Ili. eli i (4 (l, m I J a Ls (i ;tl tt. h(,: :t I>lIlt m , ,11t h i~~sIhlI (r kqt~tll I\ ill( lic tiliked
 
t~ il ( -.\( :l I:ll\'ell fi l~ll f lio l; t it l r ix' lIol l' lil, kI t )lt dlll ;llktill cl it i tll ill ttw
 

h ,ii~;I ) ldarh a ] t l t l I Lf) il ljllc~tll . <til]~ cc;( mo\'~
> s n It' il tt -11 ( L,']".ihi\ ill-c 

111,1 ] wt !I \') ill lld\S ilt] l t: lW(! illIl, I[ I tv ht!ilm l ' tl it t111t 1t istl iql ti cwdk.t'ltt t'll/[" 

l~ I't Ih,'I I Iea I IIe" ('rlx 
' 

'Iill (2 t It~ I1ll t lI llV ;liti ili t' sltt f b l Ill t' 1 1 t1 (ill 1()II i­

tl t i l S l / l ( '11i. 1i t I I I,, ( "I(t' )I tI,+l I I ,:!' I, f' it'I I p w 11 i-,.I I 

'I ila l, ilwr F r ni IIdt,,ila. s )1, tgd lt( lIk.1W hldl\sk-r illiwl~ lravm ,t[ ll lik11% i I 
l ~olti{'tnt it w l i Twhw,\ It(dl t+ lt",Itll ,d i il' I1lii~mtlft lll-f i e i t dal- l i ll 

[r'lwrtllt- rt'i Illo.1 ,( 1't 1t nt l II" 1,,h'111,iIil id )It,~ l w l w wll.Is t li te ,w ll(t tll 

Cik %('1Iti]it hirtrt lh,:t ,+t- t 1(il l il, +T ", ~l wo 'kv t~~i tou l
I')til , l. il 111( 1't,t - it i )1i>' t ! 

t (~ otil l, v1(, (ill t l, lid( d l too ll c,:+, t [ i i.; ' < ts ++r
aIS I T cmt~ "l illit )It<+l I' d tl[ '..11rw likithat
 
th "I I \ lle t'] ( i c czto ll thw+'i tht,+tti\ tltiw l+,m r"t\,11 , Itw 'll , trll(f t sl l plt ittl rt tel t
 

ar, iwfttt (ol lipc a ti, , Iti s ,liv:\ to t\l > , ill, t''i!l ( 't1 t I'(l ' "l'Irftr ,1w]r~ !h 

Pltlemlll s +, i i i IwM %il
+lGtP c~r~tct ;III,,ille, it ldltlt .lillld w)l(,l tfll ;i rtlllimll'al [ r lle111)[1 
listll ot i lli 1cce[ i li l p wiet w iwts\ lljllA, s lio% S. lf itl'l's'lt- llt' lGlPle i it' !<rliil , t'm w w i thell 

Itheil f Ialdtlath'- I all oi e Iit lliltwtilsai t~pthm ;itw ill ll T lt il/Swuldttl l ]ot \X lt'l m l llilattrm . 
.slelhli -clh ' li~ ,'tisp ale all ther gl] ci : i i ht +Is'd n oi l olt ii~tlldst itli ~ld i ih lnt kis 

ald FhtheGC , (.-o >ilventill f' hiltfi' J\e lP D]ll kith;tl <f l ¢.-I thesGI givest i iilil, t tiow 

illtre~tll'OS isr t ( I ;illwll ,it !
otlipart of i l<ldingl l+t'- l ;I I t lAT i~tllllll lit Vt l ll 

:' lm ' ci cill, t it,l i v ' hc'f t: levke i,,tllc ,(f il "i t' i ill( e i i i.lh lltr- i]l (,mhItill ill alrl­
tinwt., t iari hisil rduitit dea+,li',til , +q'Ill< l ot)ill fii. o f 1 1( '1itli ,,iv;I (' w f1I,.I t I lol i, 

l+,in
2. D ta !l~ 'l Ilfco !t, IFmXitlnost la i il l ,otl ll; i+ ll SlchwltclNls ;I" 

ut' ( h hitilill[ ,III(lt t tll I ie7;lkelv t ) t sh[ oilt-,,imh i l (dil~l~ '111,tl1ti, 'wll , il llt11 p ctil xoll 
it,ad exii , r eisiilt idptei ( ti to) i\ ,( it l ' plt (tl~il idl i f *.w oti i m ipritie i.e 

it tif h \,(]Ior;".Iw i%( llz(d llllc illlt" t -ktk , f c ls ll wl ili t lw g olp 2 7la 



Putillioi ffcl 1971 (-XwI~fid(,d . stl\i l il,fivv ~l . i\l ii! 'ii l il iW 


~ . i lli g't w, M- .A ill ll ito l ,";'- 


ill 1111d l is \l 	 fouitii iltl 

t<silc i l, l..w{ l ifilw'.I ti l l < il , luil h 'iI~lll ,;+i i cl l -N c ~l. 

l,i w ic il t 	 .. (Ax~ e ,i l ilic % ifilllw th+oilild('d t c, 'ifllli ltilit- !lflilth ,c'( p le il iils; d"tl h (dl 


A+, i l' II() l'c . ( ' IIIt)l I I I itl.. 1, I lllk i ll ilf,l.!i t\ .)l ' h
t t 111 (1 , Ih t {}I 	 P l i l l l I ' 

(ifit~ttra l(-. l+,\ ti i ( ;tmtv,.- iiit rl i l ir" <-,;ll i ,{ ,litl!. ltlt Iu h 	 -,i'1(w llt b i l~l 

h " Ilill! 'lI~ i' l i ,+ '(1 l . l l ll l ' l t l t l~s I l !it11,1(it( ,.1d . i t t jl Iltitfil'd 	 -I,(,s!il\'k t.,i lt. 

l lt/ kilm c,1 it 11( ( i ' tlt( rll d ' .X , i, t" 'i()l 'i! , \t'10ir ti. tli. lt,11\ I; C 6 (0!. l l~l I l dtt
 

liiI )( ) iI I I Ii k - it 1t,( to l I Io (l > tI" ,Ith( l I ItI,i,-
II .;I i I I ( trI , I t %%I \ ir ll t. ,Il " 11>i , i( r )()I 

.%I it 't. It t i 1 1 \ A li \'ill mil<,.> , lito ittril 	 li tvdh, , k ) I ,,( I I I , i 1 iilk i lt i t 1 iv, '- 'l~ .ctl'itu 

Relianc'e onl the Pric'e Mec'hanisnm 

A,,t~' illiitmlt;liii lite AkIl ii rt, 'tic'ti chaii as'- 'tlW C )lit t ~ l l ,)f (6 i,., hlll et(Ill lilte Ilii liilli (l)))(is 

ill tl1i'llililiv., ni,t llllr;lclherislit ()f luniiia, 'cdtIaitc.This Ipriliiikh is texprt(isst,
illthe tistc 
(Ifh ittliid its {A ',,\!ul,:ili ipr~tetlitmn. wv itl tlat((tailiffs l11it s+ foiln (If tas (iiiaiulitali\'e tmliiers to 
atrc'hlinih d I() e'.wt l li lli ca ses (Sct A.rtilet c l)\XI aild( l tht ilsilll if('x;plcthI li h ., ill 

ll 1). The' rationl l ld tis'lrinlciphe is stri-6 111ft1l(i I'ea\viuil 1(t 
Ow+ ' 

AI.\ d~ix e llt, 	 iII ;iqiI ilti i'u 
Ipossithilit)	 kcepl nw!]li11(if,(f Iprolhitive'c tariffs, it hlplls to> ilt(lI I'll]( iln lkel-,)licilh dtu Owt
 

,(',1wt h llaI~titoliclitt m tilt' I w,,itl il dI!h,d ht, )Illt'
illic'p(dlities allid iw.-tlliilll l 	 Iw o'c~ttt w 
' fromil ()It ll'(;filk e ll! i.t 

is llmt ,il.spenlcud bitll w ithl \' ! 0i (lwl ,tit IsIll~ 

hlt,livdiniikedt lilaiktt foarcts. fRt-ialic'e I ili tilt, pilk IllecthlilliI:-lil 
inertlY'nmodifiedI, all it'-; , 	 plle~(tll­1¢>. loict, 

Itv (A, illip()l t rl +tt li !preditlhilil.v()f Illlirlk., lll"i€tliii l l l li ppI(it.,, lG liels, 
sm ir(cin compne~ttitive( stliplplielq frllU lit Illos:-t , ;1i li l up , (-d~t111ill;1liollill mil..lk(1sltaiiltiv. 

' A\lthoug~h m ot~ of these, re'sutls fa\'ol idlIXim tt-l.lit(,.\ ill(, i(Illt ililimili'til lulp­illt1\ i t dl(<t' 
i11Qti1unt t IliIV hi \,tC 111 (',, I tl t I () h wiil w,.'ily -11~ie:. ntiitIIC
tht, tl II( w <'l, 	 , fill(! thiil 

,it thickt of c;(nItilli,cliallgila rt ,10t]1tt , t Imll( ht'li~ti, 11 .lett . I.;tsl- lis (d "\ -hN i tl,1 Irlti(k 
bitul otl t~lil i ipilt ()f i + , >tleast, b~ound,.l I iffs ais lfollin pl<flt-ch!ill l'i, 1 i ilisfl ftirttIt'r 
libtcral~zinll, trade. lNtegotiatio~lls ()Il( wdlicih illsIlit 1,2s, Ilhtd tlli~l'4lllhiriff \ x.;,,ik (m ildli, 

liM Insinl\'01%lvi illipm)t restlric' l:,, (tt l.p(IlK~ltitilti\' liv ll , t il u i di( (di tllimn tidIti ,.
 
It :-,ilinld be..stressed+( th is lit Ihtir I)II111 11 1 11iff w ith
it i,, til nlit-,': 


.spirit o~f o (G ~ (!' h iiid ili>l [,llilt] Iih 111(it ilit( ill(,.It lil lu
 

,ill ill:t lh i 11,li i c< li,isltelil 

lil'- lit ti,eial e ' t ()ill\ 1,n ili -t's liiw. 

is allowedt opwl:trlit..\(iit('(' I(',' t'lifis. )'(itto ill tis c'mllh'xl lhI;t'lllt.hlt\iu ,wlls() tilt, fhtt 
thatllit(.\ h inllt, 1)[il \,.ilth \,,to p likt, ,r,l I()[ %\v l+n te lttlidiiu tl ,l niw, tm inll t eir 
efftcct )li Thlw v (t(, llc ( mi i h t u',Ito(lilli/tilidi~e i l iLcli l1il111( th '!ll l lw li 'll t.()I IthItI 

11111in III -,ilth i ti(t, :,ti(II h,1O t c 
' 

T l ihllrdim",th~ , l \' lp li~t pi m ch l6"Ill11) 
thifl t ihoiu1iq inillhllI w-ll~id lltl.i l l ' i ii.', w ",'ll ldtt '- ~ >lfl lit l (IeIII;I. hit'w'-ii llie 'tt 

,:(f llIWh11i~ l . T his:'grl'{'It) l it.lli''rI,.. is,h 't<lci llit ldt ,1 itfst+lll l Itollli'tl"villiimil 
t.(),;t. ( )I l I' ll riff t(l!t'; h l wfi~t lh-1t (lt ci;llilll(4 t,I m"l li nllid( i ; t iff is Iilldt, It hetirestcinl 
w\itlhim ltt ill" ! i t li, ti l h) lilt- lllf,'h -d l ll lii p~iil ., dlit;il),'litt i-;­l ,,,x lite Ill (), tolliil)t'11i 
lion l ( +llll wfl'{ (,-,{>, XIX pp 1).l ;llm£lioln {LXTT A\Iii,.lk"-,Illd~ XX'vIII ii ll nlldix 

t tO iI tW iis,ttliwt11,iii l]ltt)r\ l iit r, it ildtt Illit ntlli m}iilir lilt,
,IS lst 111d v't,l l 'dt,,t ftv \'ihie 

}fthe tariff hIind nf;to I} i{ !illili! (A:\tti ilp slich n e \v{lldpllrllli, It, XX III). A\li liv t,{11 l( s'i',lrl, 
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Uthe ltax o1 t\il hall ciiti sttvloill trt hic:s I otellladlt hV' the. IT il the toari,198i0s to 
ci i 1-i t the )ZtIiilii i'tHll i ill I i 'lils 1m (Ist ttdil t ttf iis llt l 11ljt\I( cIlii ;I ate tii'.ai 

Tlhiis (wtax eit c ihite falts w(id ilh~ii I hiit fi ililw I l COil­wit 'li aldliot nlimhuiteti 

(flopped tic Idtl tif I volij'ilii'c Iiv 

Concentration on Direct Thde Effocts 
A illtel ciitll t of tilt( i ist.s ti i'I iis i Ihi r"ti'du tl tio ii~oveillicelit mar-lket

iilre-litiolls with a tiircit, as ttppjtlstt Io in1iiitiiect, trade effe(ct. 'Iiittst, wvit (litil"d id ffect,
ist known ;is frtii birliors, coinsisl of trut-jiiiiljifliqi IIskr-SiIlitSbut illllimmoili\ aip­

pi iidtratIl it .\ldescirs iioltin1dretpfttrttti (Il Is;1( hut~siitsaideii.l 
d~isriuii'Viiiiriltiid Ieic itom andftieii ititc~ u s i slli '-IS. i tiIoriitd 

Iolc glilllV so ~ w~rq ol l
 
tittli tratir t. sr si sithdn lt: o fdis c 1 s
ies.1qltIsiiiil\ i li tis I\%vs fttiil i andto rt li ist

wIlitlitreiS l r SInnatittl98i1, 216.) >li twaifwis tn, litti 1ttlo! ,ictotsl(d pilodlictitli iS 'Viii 

il aofewiXC uitrl U ioS ate t~deOilt t tilt I1"1114is ltsoi!titili i i f)I ()I 5i I\hL~loljf ThC*uiVt t l t 

51(11(5are~tdkiscr)min a l itlirectaiAt itilt cttit(\ ti inif( itittii and\VoliI\ \\llii 

ililptroductiton tarsiff o
i lltc otsil l 1 )I.w 

iltuikistaietn 11w pidlegutiate.udic m -Tr
 

susiltcs'v, apoutioni suig 'iivhgettrv t tlis( l~)'illtui. lit1tim iililklY of sariilp
 

S itino fatrt axel ti s sidi sdoes lu iiiu'i
iot (Iiiek 'f",it, lcidecttn\ oitY, isOt o(-ttii iit'sicsilltdi
 
itih t isenice td ileasure c tSllltistP)8-1, hit(Itiit' 11tlo iiit- f dittlliio i tli ( dl


b itOrdr S 
eit vari uts liict xiois .) ftnin blllc tItii t iiluuint htiv ht 

Freeintenaf ttinal It t,,(liisj1 tut tjl01cl ilTF dI u thifici utmlissit llo toii 11i lii the! 
ter ns-i ft rontieit lllkits u s l \ stll(i cNisI lWk, hi(ill o111ttiii, ttf itlta ln is anletI
tili
 

conficsat li tl ) Ieltiallitliwcts S ait~ ll Aitile Will~lll itiit llitIn ttohftX cnIst 1111fcillttni 

imparmcn Of arif cmcesso29 



arraimqce ntsl. Omt Ii,irdl],, \,o<rw-;.,i filt, tcrm o f tiadt'. fo~r the,. importe~r are' often pt--rred 

(_'er dw()letS ic' illhidwtits, lilt, stltol lp ,fdetw lic'' of[ c t'lllitc5 fort b)ollt) Inwait) sIII, i.s tleal. 
Third. fiboill I li/to nOicill loiint o+f (wlwd>ittic sliisidios havet ]tll. bl(li (";,liidceqd it
 

Slljperitol llwt'ill ( r,iJ.skml I,-lf Slic Inli t( tt'c lo fi m itle,: !)l-
I l Ii<\i l l)-t ,t llll sti v\ \w hl l ci lr 

rite rs. (Stvl ] ;icti.ll ii ~ ',1i1 flit ltll, ;I Io,'!," !, ' ;,,! l, i ,t € i > , p(h111! j Tll! lt, + !t l
 

II( I(+I iII! _(1, t ( I tI~ l,1(l , t ; l 1 it t t I t c ' , ) t : , s~I ti1t~ t1 !( i /II I" I I, lIt;II I
 
c+q ili\v t'i II Ifr, i) I . ' III(,\ - It ll t ,l, it m e it'
I I I,;f 11,t:" 11; lt ft I ,I I1I tIII{t t(-\ it"N' h twl/wt i olh 
III( )wlt .isil l .it Iii l!I I,. <IItlilt < :), r d t' III , I C'ltiiI~ ,i .l , t kix,r, ti l ill t fll ti X so," lo illl 

' Is.,clf i , ,, l i l ' , illl ' m i ~t ~ v ,, ii hI it'liil IIlI ktt- i , , p fl\<i! \kh\ rt,I 

illlwtrl. "i-c ,
lils m~ !,11h111( 

'
I' liif ()m ,t (illt 1h)! ltllt [lw w; tIII(' ' p i,t o!i,+l\"d1i"( flilt, l,!Iflw t\ t llt'wtllh', ,rili­
' ' liwltl s to [l ft( l li Ilt;lltIllkj " ih , ( .T I I t litio lii'll f l " (III:tillli t! , ;tt 'i I lot lpro v ic 

,IIW IJl'Il wt is tlih > ti >l li lilw. \kw d mlli I)l ll HIM\l t (l itioli I() :(Il[ IiiI' bllli l.l, ill 
ttlt rti.q4ui.lY ! )tollt. WVh,tl illtkc d," i t ",tic::/t<i i, lt , I f [tI[I~r.ll L11 t il!'eili is 111lii (o ln­

(vithlllioltli Ill ills[ t~w l( It ; ,: IIi. I 'III ( I).i;' , i lo ili ts (diwt <'ca".i t'.X l I 1 h( is tlII(! 1'I,i izil­
ti )li Ill il ( h\Nt i t p ( jc I)vIl\ l iI F'l l +III( I(''t,< I (.(i II II s) mlid[ ;l!lii tIillt, f -'"' lIter cv' i ! iII
 
<l.li iIIu re, t'w .siibsidv isstit l I ,, ;i ,, h 11 Iiil ll I!,I( th, Ilj: Jll !l lil,,,t \ e t , fri,t[: 'ti; it lht. 
I.Illiled ,"stait s.- Ili ad d itio nl, it il t ti,11ir.(t.- ,(:l11 l~l; ! -~,,Ill\ ti",l~lIll-,, Ill <ili til111111,che­

he Fi o,-':,( lff'tIll
tw t tell t lit, {Lililcd St~itcs alt l I it! f!yil ,(l)l Il lt h lit Wt\ els 11 l i llf p lod­
tIist. iHll t (' f. C 1 10 ilt~ li ;:l '. l l w- ll it i , t i
(' Ill / .\ i llilti IP'lic , ! ,x; , l .< Illt [i , t ii ,,,l 

lC eaitiri' ilut'ld c!lI') iilim l11;l ;i,.lil tl~~
Illilllifv till, zt~lo -Illiff h~ilp ,o [Ii Ilt,,ill<. 1,, 
otlher feedgralhl siil" I[ites Ill it ',lq h I~t !: ,, Ft. IIltl tI v: tiitt, I.I tllIV\ ht' 

lproli.cctioll %\ilhili 'lj~ 1i-olip", ()f alllIcIII'dl~ lll l()k ttt,
 
I1clitce, teVel! tliw illl s ml)li tl h)t'lwlthI(' c'lw twft~l Im iside'rahle flit
, h i w<',ill w iilot I ­

,lio ll ill tla ( ld tlio ll" ill :1illicldfiwtl t wt .v ]!d11. t;,11il td i r <oit;f ll;tdit,.." l illliV llot w ill­
I'lilif Splll.i Ilitlth1 tilic 'Illdt tOff lt Ill OiwtI 'll!lljx~ i,,lt ,! (m l ill i!s ; I,,s ll illkisi\ve gi'lilotl
 
'+;oiliti(,l/ tol fte S>uhisio v pIrAlchll c~itllwl %NillmItillc ( All~ll
Q\rtetilwlilf orI 111C' .SLtSidiCS fCOCC. 

,11IliaV ht.' lref1,r1cth c to lict!<d!i~ltte stilhsidt s htiw(ell Owe ilfcctl ' l !:, 1{ " w hoeli 1111d <'h,,ri t (
 
,
alrimt' lmtJ o)lthll t tilii'tvlltrmt (ml lltoldci Ilillirt, ; hli tilt(' I rtliV R.mid (sc, Fingl~er 19!87, 

ch, )11.t 

Ease of Melasur'emnent and Enfor:emrenit 

TI' 1i1(. r(for Ill I r)t) s;dlS havet ;~<'if~ r it tiilike!y Ito inmrve, tiie ilntolnIa­lilt k,. I mci it ;mlit 


11)l;i11
11ldii 1 1 Will iW11,1Sill (ll'IuLlt(S ;liI( R'qt I fiit enforc.e themn caln be defin,_?d or 
fliitted adletliilatel. tlill ;ilw f;Iir!\Y ;Iltli!lhlfoirwilrd to) li!n>nifr. Difficult problemT!s arisewith 

E""'qui\ alli " is. ilsr, ii ill ' tlee ll t ()f tlrfIill .i'(hm iw ,ti( 1m I h ti ti i cl'ikv ii s all, , pliat aimliti ill ifi(.1i11 
Illail [ r. Thulec ;lit, caitw>:,. ti c (-tr, w hit-rt ft(,ni(i' ,t llliVIS ;1Wl It'S,., Iraie-'di+lo~ltil:i" thlll t'qtiivatlcllt dom stiic' 
st i si d i ',. Fo" i i!) w tl~ oi!It)IIIi iis st II 't, . ,, -c Si I it 198 ,7 2'2 2-2 2 1. 

O:()llw nvist% i,hlH rimtlitit ftoweiil t'.';il(ltt'rs ait lllln i l d ili;tilliv Ii\' dt' hliingilo,' suh<,idize~d apiwlt I!'clI 
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this question, an analysis has to distinguish between a reform proposal's ceteris paribus effects 32 
on prices, quantities, and trade and itspredjicted actual effect. The first type of analysis would 
compare the state of the world in n yearls forsituations both with and without the policy change
The second type would compare the policy's effects in n years, assuming all other factors were
alsoat work-during that- time; withthe-current-statof ­the W, TdThiffd6 c &Wbe-''

these two views can be illustrated with the help of a simple graphic example (Figures I and 2).


Assume the reform proposal calls for a reduction of the NRP, as measured by (Pg- Pl)/PO

in Figure 1,of x percent over a period of n years. A typical analysis based on ceteris paribus

principles would predict a reduction of excess supply in the import-protec(ing oduntry from
ab to cd. The resulting fall in subsidized exports causes the world price to increase from Po 
to 17.Clearly, the nature of this exercise is such that it predicts what would happen if all other
factors were held constant. No prediction is made for the actually occurring quantities or prices
in n years. This is because the dynamic aspects shaping the actual long-run outcome, that
is, the effects of changes in productivity and income, cancel out in this type of analysis. Hence,
the prediction of a rise in P, in Figure l implies only that the world price would be higher
than without the trade reform, not that it will actually rise in the wake of trade reform, given
that all other factors are also changing. This important point is illustrated in Figure 2. It is
based on the assumption that, over a longer period, productivity rises by an amount sufficient 
to shift the domestic supply curve from So to S,. During the same time period, income
increases so as to move domestic demand from D, to DP The shifts in demand and supply
curves effect an increase in net exports33 despite a reduction in nominal protection (the new 

Figure I-Predicted impact of trade reform on trade volume in n years, with 
everything else assumed constant 

Price 

S 
p_ _ a b 

c d 

d - -_- -.. - - - - - -


D 

Quantity 

32 The effects above and beyond the predicted'changes resulting from innovations inall other determining
factors of prices and quantities. . ,

3.Distance cd exceeds distance ab in Figure 2. 
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Figure 2-Predicted change in observable trade volume over n years, with 
trade reform as well as demand and supply growth 
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levil of iiciiiiii lr (,i!ii is i;ks'red with !cf,.[ielc to P,. Ass hihnig Hie d(velop) efl t in 
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1 t ill1' piici ll l tfrM-11k iliu. i 1112shnI\iC 
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:i~llr , L. i l\ , illI'II Iihitll II , )'ll <i I ist lis ijtliotttuut as ceteris paribtis-type 
uil ti~l!ll - , ti ;.. I!!,, ,, 11 i 1 ext)riieilctet mu ltilateralilt'd %%,l Fwlii, Iistl w ith ,tlilde, l i< il lv ilil l~~tl ~ , wh.<d~i ,l liq I l l' factlors its, lrodhi'tiVily have., 

h, 111% f,.,m lr itin illlie tiwq di~i~i( (W radle re~forini proposalsilf h, i, t , 'i mewk,,il w:. -l,.w is, t 

,,hL ,,, i>uth ,l< t,'i':'itlij +ii<;tir ,, su ~ll' -', iitit \ l vck c(lidl not 1(e eXp)laiied. The sole merit 
<,if tllt'.si' tll,., ', ['t', lit", ill til iilitv i I'I tlttri,'tl l)iJssilllv detriimiital effects on 

ifitt lililn kt<, ', iti 'sittititlUV ilawSti s it, l)rotcttiiin or, more i )portanit,dynamlic 
,l l ,ld, 'liiri i tiiTh ltY ii lt l-Irotectill ' e* ire 

ofilln iiitI'n's li.t ( ii' cwtlluwid with iin iml,.is along tie liines of Fimiure 1. A proper 
tw ''s , r ,iln fri that of 

i .ounlrie.. *,\ argely devoid 

1iiiiv it",i , , l 15 ipi it a i tewiik Iike Fiuie 2. 

Political-Economy Considerations 
,h 'l tlliI ,i)til role for thef]'liu'(te '\ lvlr l l-(, (', l ivsidi(,rahltis play i imuportant 

ttnlliiat(it:l ttiili ',dill tI' 
, %vit'Wiliii t (, .IAIl: it Ivel ;:I which cotlltr' representatives 

i, lt Nilli ( litl itl'l i , which h ltesti(.: interest groups interact1n1 h'wll Itl with each 
other alld ,vitl tht. ,l i < , jixi c UiI timttV. :\s the fillowin disciussiii will show,lillitli ml 
these t ,o lvis li %,,v, 1i(ill: ti'llite'd .\t . lhl, idl a )fl ;irin,' or ev(enihanded treatmlielt 
p~lays' i "igiii l <l11+h tll'll111 c l, hl t ,!cl 

t
lrolisls hr tilil' !,Ittl ;tiw likcl tiv I till ii ltv ttilhlt aill lli niigoh tating parties 
oii' if adl sit iitries'' t,, ih' (I\'i' ar m htnau;in However, 'hislrteail tx'ttlitded er. can­
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Such a single , ross-sectoral reform package makes a succssful completion of thei rugiiav

Round a lot more likely than ait arra,, of separate slc, till wcoolds.
 

Apart trom stinmlating countervailing power againtt Oi(stiiw. fiiirn I,)1)N aI helce
 
enihallcing the ;(ceptalitv of trade rilr IIh 1i, (itchq1u
1uW !crss-setorlral approach 
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ti(ll bit cloi'( l-l wl r In I tilti l( > ililits il 'litli ). ieao
lo tIlc i wed (im jn TI'lit 
;i j cl('lfri. li+ Iwpl ti ,ht, lilsl iltltu ill Nilils (V' 9Iwt\ ,I [itstil tili. i littil'g oup 
f)ao ,flifIoraL it' -lll l tll,o oslw. I"n-;ti jt foq ll()ff ct. fd dithlls ,tl.tlit'l-,ted; 'lho
'.it ill 
tlt f( fI I if-i OW l t i+litu, l lh" la'kallue. -d ithea( vII", ttI "lia lifi lllsi Nlidc ' part of

wtfr'[olill pwpw+[,'-,I(II ,~~~t~~~t :fi,,[t 

ThO ;\rii jtt'l: 1,rcnh,,.i it 't opui %ltiit I lt - ii ci s ttli till- fvaill policies alto
 
efltgilvs u t lllls-tilr l mml<Ifi.:nitiw farU s1wiwm tiateid ;ares()it, uickai.This
 
celalilfirt>r a t, ill till ircg itll.;ilIc m whetonel illits ectifal ctkage­thn ,t,.f hII alliaplitrt :,ulftiwllt IIAVv !wt
(Ic;t] ch is' tltl'Al(qlwd, ittprwsuplpioses that m)ite(omnm(dit\Y group) ill 

lii gtiitil iltifwt i oflit .. g c<,uu1rvaim power (ifmi lth (>Ia that is ptomsu;ed..
o This 

itit IIl\' \ ikillit illit'd ti j .illt M i li hl t. i(t ll, [(Ii Xam le'?ItL' e a l i ali)i­
(litltY rt li ,irli1% h lly'it rtvie ellet (ollltri ililtear
pi lit ii re+ld tl'e t ower t
 
iffti'ti
\Icm lllmtI thss-it , rIra])m+tm t illfs,+l i ltIfIll('r'1 , -it cllso! eh1 ,mLrtilI tjI i 'li; iliI in\v r (lill) l(o itlmh trads Iiagriiutu ,'01i ff()Ill IqIit tilW1.i ()IiV (tt mtlt.-i;',at 

lit, mIfgh 

v,,iii h,,.,,win icktl-Illtili itefiilat h lir (:tiiti)lls that Sro ttioded 


A\tt ;tt-, u('j pi~iil uo..'t'iiih l w th .I 1liiist ;i s ctailo i lleith hil)sty 
tw ,te(dtwtl c0II­mlod+(itY,, Tilw lpl to>b( qtill fawx(redh.\ c'mItltIp)tilY,. ch (1plw(aI.,++ itt-1 hv the IV and is also)iiil/! -+( uuqii isitt'tl ihmlti iir;mlllttimg Jlltt iti oifim 'l.5i~g'irla n te cs 

mi
c+etr', thiiilt , fmiiorud 111c ltr.tiltivi niill h rin'i i fitrstisbl ji.TI \ sif ilitcrts reingtat 
it is-- i pru i Ale 


lir r, imill~msm ; Ippl ,, riul es niotiatin g stui 


diiposedtl l(i ilii liir l llklIlts,.iif ainul i (et h rti trale o itioll-,
 
, lim ;m i sttl iiti t oiato ti - r hl ctiles
 

t.hmmn, simh, itiiig ;diit r ii lfar titltclut.,i geu,,rais ill the Ctr
t m i ,tiri ui ithvlt i , se 
tlk, t I - i rith Mi1 W illh 'iist speifict I ici lilt t hi ai rio ll il( + i ti r ,

tii lt ;li toIrIss-schot i(pltl.u.i slas I'lmesailtim e fce ,fo c xil ­iltl(it l Iliiw io qqu Thii
p)Je.,fli+llO it "[itlse(o.f )fil~l p 


Or1%( ;Mii lwkti ldulillistrilliol lheell with opll
 

-I celrtaill 11'.S, co( lllll(+dit", fa ' i mr,) repl(,st'lit'tive~s to file U.S. 
propsl ,l.'['ltq(,
l~ 4 t ;lpplo+tclh favo't-,d lw the I S.'.I k-o iIc.T hll; fliere e f(I 

i a+llin mfalllilpoverful '(Sle <antloo :-,flu I-,le~lk illl pilka1!di 'fdei. ()t;iters !I'llial to, wit;) !Io voI'd I ifJs,. 'la.l ps (:(lIt tll~lt U..negot iatorstl sieriil\'ileS
( d eve. it pl9"would] no(t focu., ,;ii int'rrsts of 11t,i, sictl Iletpqthe 1)(-:,;t lic~l];lf ('()IIlll]('Ititygloip) ill tiations 
1)u1vt idil,tlf i,olsld] ovei h t ,illtt '..S,.i s lw(.t+l e(see U.S. General Accoutint g 

ihor tw ll
ilt,.llltii
I il +t , Pi;l iiitdtss('it( l pth atige lii opo iappears tirs c c iste becritical 
to me'olt ,' Ii is 'lilit[ Illedtiheif i t et "aratio This re(.luiit'lil Oii jetti's sta n del F P . s, 
hlowc,\,, iiwitm tll,ls I s jnilt ,duigin Irigii First, the tradetiilw timistheif I nr Round. 
tdlks ,,I,,- ;1 isapplicalhle aca s.,,s-;e 3tors.it lt' l/ ( )f'] till It
,'t if.iii.princiiplo,, ( ( thco)u ld[)wrcelti,-(,\ fit(.Jlliltt ~llilomntises l,l,at the(.s-ame tim',e, force disciplinectos-s'(c'tola] c 

,ialll ,~ ti+ .,otjps, (.Se(~- Nauj 1!),84+' iln-t aimd GV17l
foJr,.s-, iopositi(+ii Sec',.relariat 19W )S 

.S.e?..OlId, .[;tF'ltl IllCI( lcci+
(\'' lll't i\'t ickm('t' be direc'tly invo)lved,have to~)(m oret 
illO Ih,.ul,qol;IatiOlls. h IMWtld Si~lifi-illaufl"lhteif inl.(l,l illC.tlil- thW Ilrhlililv Rondt 
,;tarred iulunPi tM el It is' nidw~av thimiqlh the IIniqutmyste. nt+eded a.al RountId. On;ly ait 
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the highest ipoverniment level i it poss)ie to ogee oni the core of Gvil' reiorms, tit is,oil 
au nifvirigq plirliple or forriiiria Sim~ilar in ll fmit to thc iiactoss*-thc-boadr" tariff-redolction idea 
ofthe( NokY() Rondnl Fxper;t:lm agriciltore or otlier sectors cannfot he COLii1ted 011 to achieve 

11i11(2i tprowir~ss oil liii ()% . hhI'l(~)('atc in i direct shootingi line fromi their sectoral clientele. 

of the tresouull vtiI.IF'-raii iq ch;ge',Ic t hat exttilh void tie W(Ior, ;Md (1iiice COl( 
1citrate compijlOhhi5('s at I hgh lo'ei fwc the ini\olvo'llieiit of1ol.'eiaitwh al he 
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5
 
THE THEORETICAL CONSEQUENCES OF
 
CHANGING CERTAIN GAT PROVISIONS
 

Restrictiig the Use of Export Subsidies 
lI o. m tI."yt If)i lldf i];t 1 t i¢\. hi (-ztf<x×l,tl ;iiks:++idw s loc 'xlic'tly prollhiledt 1)v tIt,: 
t c,'I tl >l i,: Ilmi't. I l), ll,w ' i t gI.txp o+t tV ttlI J )mi~ tiatd e il s tlllill lt ill ag~riculittu re. 

I'] IIi tl I , l to 11i i II ,t I IIllhiti t s tilt ,w' 'I I tile U nitied Staite, 

Iii, I pfI i.t f I i s i% I i- il . lli (lhrhi lxrilte d ,hidizi t e'IIfliabl,lls 
I I , t xI, It 

it+ 
Il t11:111titSl?. 11 '"Asltt i Isl ,il'i

;tisl t I;t I ) ' + of Ik (- 1It:ll + ' i+'I + 'I I(I% -, Iri).IIIIII, I h1 t t III I I .t~1 '~(;It ,,+71 t+1~ ~ i t ' 'i l , +I., It i: -, <t Is
t III .".,tl+ ', l, l It1I ,+ll tIIt t 1++C( 1 \1 1.: , 11 Ilt 'II (-. l l Il l i o ,i w ( f I e ,," ) 1 1):1 1 tII,.Ivt) i I t' t'I! -l t "Ii f'1 111 t I+lt+I'1! ' 1, - )I.III - I- , 5 2 pt'1' (.) l 11t+'f(If)' (Ii t, I . +1,t<l,thie lt ' ttllf II ftItIIt) h t \ ,' i t.1 +,11t 1 1,,1, l t I+;fI-i~, t (ilkt + l t 'I.. I \ Iit It . 1 . 

[ Iis I I I.l ~A It 'l ii ' If I 2 I k'ltl (. '1 ,it l ',t,ihq tI < l ?II": 'l l lintli I -,h I ll -v o~l [I)If d' l oll ­

t :Ih11 mrilI I ',( If l .Il I tff t, cI -III ttI, I It, ltL( ' I I , t itI '; 11I , t t Iit I!I7 .I ( 1,1! ­t fIt tI l)lY~ 
;fi't I III(),-;thIniji Igf\tl!itI Il fSItI iI l i )!( ­ifII (,('IIf) IfI IhwIfl Mfark1t ! ll iI t I I111 1 i,11r ' , 1I 1,1itl It I ) .\lt\IlIl 1,)!'+wiIIIII(Il I l ktl,-I i.,) .,';l ,.
.+b?~ lfq -1S l il,1.<,if 1 iI~t~ ' f irII li II,. t t hINu\'!~t t i iII iII l .l, iI it, dl+ 'It( 

I., c''ll] thlw I') )I\I+lst ;il 1;.;Itl )Iit:,)II I(, w illi illill~l )it 't(tlll ill ili stllill c li tliel,+.i < >If)In 

'I'lit '1t1 )ilt + ,
,l( liil_,I ()I . ~l h m l\, l <;I\t' til , is'.lw ( It.Xpm~t +tilkittic,> Inc'ludes Ill.)­

)jm.<;Ik ')I. ill I iit Ilit it+ ii u i +
'} i l t, <Fi+t :, 11%li:,illi I liililkel .<shl tws. v). l,',t l its' p itl osil,<.
+'t Itwili< litclififl 1th,11 i ,( 1Ik' ;Itth 'i !>ili,, ld, it mlil>iIttI)Iiid + l libtitiO ll Of .'-;u ) 

slret~lheli7lligte E-quiliileh 11,1la'kt Share Rlelli, 

\LtlY, if low, mw',,I. ,fill 1 ili.tl + ', < ill !ITf'I'iltIIW IEh i ti~t'ii ItCc ils t OC CtIl~itatble
 
IWIIkf!-,1~ .1,i l,-l<,Mlich It 
 (.;~ i,~Iti teitu, )f( .Xlpmt sill)s'idie~S folti li lr),V1 (1ih~ its ll~ tlIed(r 

(flit h) 1w ;()I, , It~i!I tfl II-c'isc',tl tl <td tq 
 H wti, cvdll\ ithlcc ,;i(tHtllltllih( bv GA',TT pl lei~ls
 
thl~ t h,,,:,tilt, + ,.:rdill111t ti itt l+ kelt ol,'limii, hIlst<lltt Niet l) possile
l i .'-+lih,; ttilit it 
to fillol t m~'tti lk~]v Imt diliilf!f l t l fiti !()I %vim;t ( tmll-;ttm fts otl oqiilti li, mll l t shaire.:'+As 
AtW.1-1tlt fli ill t ,t,t111)+Ilf, + ItII . !1,1 , ~, l il t~ lltt lm!,¢ h zd itlI' i'tit ill ipill ,s , . '[hik ilig 

11, Ilwh , )fill (I~. j 'l o-t . ,iw < [wy,:l i -i 111 (~ ~il t i'lJll 'f1it, ( 11thelll mi'lu tBill.Sitlitc 
Ilhtie l ,lf. , tof Iw i+,, tL mti +

I..' )Illlp+,l 1 +; llT " ' I ]l ', (Illi~i;t lli t lll h I h vt\t hr ilt tlirectl\'of in i ltlc l tl'ili.,c,, %Ii II, 1 I(lt I +II11ll, (1t i t ),ii !itI'?. f I IhI,iM, i kl, Iill Irl' i )i tif, I cfi il ,if ~ tmw 
t~' ill :l '' '~ ,I, ll ,I llt+, ('' III i fIIhI,- :h ;l11 11l'.1" , ) 1 ( , 1mI i ,+>It II)t i I .ll l~ iit t I ftll< t e , SI."( ' tIlc o.., 

,
S+ I:I II" o I ; NI II!.It. f,Iit, I, fi> tttllit'llllt , lin11i q- 1, 11. tlill(, Ili h ' ltr liai verfsus
i1, !lll . ili'.1 ! r th ,\til-
Fr iw d sp ,111(11 W1c 11f!)II , I ..... lht. t;.V: I'e flt (,I 1c ud(.(chjt,thiltt e,+', l+{ stih~sidjesIhIiv et iIlI I(ith,11 t I I I( I" lII I I k (.I Il i~lI ,i IIIIf) ( l~ll it I i, ttI; i I )If - It %,if. N (J c(I I t'hIt i\ t, ( t i i ,it \, ,IS t, . It Itill Owel,tll I..,, lti+lit hl ,, t ,l --- A\ij,;llIIi %''IN!II,; t, I':t , mIt I+,t. iI Ve'lstls thw !V lt (, s('5liif expolI,SuLIdI) ,W, ill 111(iI~ltt('P )71(i.0, 1it t.(, I 111it,'11Srl(i,< t 1.il, , lhtwF(t ,lim F i W,,Iltlil fhl til+i M)tl- qlbsidics-ill 198. 
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filll,,I1,,lit |llt ofl i tll , lt ldlJilllL iw Cth~ l~ I4 t ill(, ill O wl dl(Ittipt , lL'i 'llhh il,'l of 

illiiprov'd*€opl -10 f~~ sti'!i IISt c silqllclt. llIt I k viliollild \''l' 1 l!iltillitd ioJi lw iic 

p~re mNise I".'llildtl" l If)f liliw l l1 !:i ! 'l i lil(' ()fIi.:1rlkelio i.miif l lailh t1 i,!f';t If',illi.; lilt 

llitli)[i <llIll " [ i , Iw 4 i ,ll fill/ (lutll l i. V I!IlIlII>III l\vt' it', tliv\ltlhI ). , !.'~i( I :-, ih . '(1lil (o I\ Illltt lIl')Ill> 

wit elltIiIll;!(t, p,lllii l l I~ l !c: ill ()I( ill'Il l l'l i I ,ath ,:, -ill t.x,:i l l,' <icl ,), l)(' ik,'.'lo 
td hll IIli,!. t."1,I thlt-! v,' 1Iiw'~ tiathilc,,( I ,,i.fitlw li ,lti III,! Itomliflix()I (Ill i< li cir 

,
%\V 1 o'It lth ill<It (:T. FliiIt'lli'illil' , 'll c i ,Ill1w<"'lid, 'Il,m o f!l!w ',*,ii 


lilt. (.1,,11fi%Id ,l \ \ t'ilit Ilw ! il,[ri,; i 


l ill , "mll I,' hwi Ill],, 

t ill,! i!til .,i ,if ' ' t ill('
 

l 11.1w' ~l \ tII. lit < tl ot <tli! I t)ill id" O,w'l' l ' III l l I, -I1p1,1r l l ,\( i (m1III' i m't 

di ,61 I ftlO{hlt l0 ,1111lt* iclll m i ! il ! 'l ,l'll~ dl..Iitq I~ w!tf i:, w'(tllll TI1,I!- f l".IwIl!: llt ., 

lill, t lif;I)[,il"(. ',! l i N ll , 1: I l-l\ lltliol Il l. w k I.'' ,! ),dl )i t 'l (il ikf ; ll i.,ct 

iM<, ll111l~(t'llW! 'il~~lll h l %\ 1 ,I',11 I: lillilt~ ' itl~ l11.1 l ,1u>1l.\11(0 11,, p 'ilrl, .lht( Il 1 

toil) I!I -, III I'll t II,, i. illl l > , 'i ( ,\ ' ! illll l! ( p l !tt ( I Il '' l1 ll'X' Il 

fiv t'-Vtalr I* llt l ic l! l~l '.ll l l~ lt.> l i " i o ,l~' , ill1 Ill, l il'tt 1il1 


Iflt.dlisti~ld ~ lilt l )I.i1llll 'tlllll !> tl ,tl>! l (' ill
ll'il~} It,: ,li XI)m t( 11,% tIf,,
 

fteducedt.(I ,,'ificaitifm ' ld ho, (.'il:,jt II, l1". t it <Illid
li illillf, ! II ll I '': I l~khi, ' Ii'l offOwl 
-

(1! ' ! ,llid i t l I-l\ !j.',\ J)(,Pt lill,*,'
tillic' 1;,tg b t'v,'ll111c' t'lld th tillliim %',tl t l _,< ()f' " I)(iffo, 


AI, :- It, * ! tXj.; I, withi lldc 'llllil'i, ilC. pielllillph ll. I w [ I II1 ,l il q . !!IiIf 11, Ilk 1 !.!It \%'m h 

w sIv,,, iio: l t )'iisu , t !li ' '' i "~ Ill ''<!Il <:l (,ffe>ct,.,tfoJr iizi!i liw , lli il l ( fIll(.IiItI,, 

o~ftheir v;'II~lt!'.I' ll l p ()Ii-,'li!ll ,xlslill ! !'.lilf n i.w)illptiiivte 1td 1i;l\I'v() ,ldl'lli I !l k(t stlim 

Ill(tllireth Ifln i Ii 'I li I f ill(' it, lo~ll h \ w p kli!oli'lh le' ll~lil ',[!t I',,lif',illl,1I1)\(t,11i 11 'Iv ifl L 

()[Ii,wt ipo sidt liltrl-t ! , IfIII, % ,lii,(it c'<w .sc.ilivet.,. ,!.,l ti ! 1,-1 (' , .11),'tv'lw \v, I ,uI., 
[,,\\'d,,fiill~ m l w 1 1 1i lk 1 .11,!,II-,\,ti(. ( 1 t-ki1\ ,I ilv ;li1 ,! <:d tloi ti ii,l,~llitilll i' 1,tl , ill lil1if lh .i!1 

lv o ilii', f I ill ]~~ -!xp! jlit' Lu ll\tllif ~rltliIlll,Ith'ttiw I !1111i1\ I < lI:li,>d iitw111itli ev\ill,(F )I.+' 
' 


'Alt'l!! w t 1111!. v , , I )"A p wI)\t('r ( (l lll, hl t, lt pl~l< t, 'h I tlII( .\ .sitblt.cild, fiIlw \,,;ir.) 


!lII)pIv:I111l 11, , , lt. ; ' I s tl il l,l .Al!l 1- i!llloqctliidIktolh 'lihlw ,' I\(M ()I fixedt 

exp oJ¢ll li11ilk,'I', i ". liw il , 111.,%,-.,ill(:,,l .'l," tli(1 ) i I';lt l >.l<illllt'.icss 
' 


-1"1i,l I,' ~l,1. 

oifw hai f, )If Iiilf,*! l i,,,llpti iI,\, i , i ll \.if,' Iistilt,t ilm Iw ic!ll.l' ,lt t,mil thtc 

,tt alirlic 'I, li1 1 1 )~ lld<(],I if !1 ti,, l,1 , Ii'v o)lIIi t 1.Ili'llm lit ! ,, \\ ,'I \<f to) I ill ­

(tI;lII) XI )Il, hi l 111 t I 111 I (ill[- ;: '.li l1,:,,. llIl~lili.- t hic ilI: i Il,, 'I,' I>i '"I illle , fiv ,i 
( :iI)Il tli ,1 , (-,, tII, " 'il ,)1 1-!l~ 1 I111,11!!t y :,! : I liidt.() ' lI,tI ; ! (I I Hiil it i > 111",Illl filw,lt, 


II1M lliitl !l,< iii".. lh i ll , I',lil I,I')Ill l l l ' it. i ('Iill h,.c% , )1111 1 1c . . il lI l -1 I,, I' <'t);t 1 1 t P ro r 

Iivtllllt, f , lllfI i, l..lt i~ i 'l ,II ,, , lwrl lm i ilutvl\. I I ll ,,'1 IIt - .!I 11w hi l \ elll'(w ­

il(\(,l'ilt\ ! \ w t )Ii, II I ) ,i'I1w i l lII, ! ,.Il ' Il(li , i..lll~ lli,'t' :ll:ilI ilil 


t i Il I; tod ' 


li\' tIi I, 'i l!I -1 If; mfi i f,', . l k 


ti t II l I< , il t'> illI' I' l I I it 1 111 < i, li ic ,,It i>llIi~ ,l I Ii~ tt II 1 1)0 111111l clk 

1, k' 1!t Ifilt i l i lit 1 1 h c it il , lv l 

l( - ,Idji,'!III,-Iiri)I 'It ,iit zlic li-tellt' t.i i!),,1',1 -.,if lI'll\it it I 1, t"'iill I l Ih) llip' k), iR1Wi' 
,Ial tili\l 'll .i,I" I!i itII I ) , l h ll I ll lh olv 'd t olII' it l 't !I!, t li<f I J lt < l fift 

ill tw ' 't l wd t ")I; Iil,1 I I) 1l, li t,( h e it,ill tIlli ,.I! ,I IiI - ,- . < ! 1 il l lt lFl(ct1( 

ahll mi Iiti 1 I Iml(l1 ,!L]111 l l, v ithl' >t'vwl 
> 


l ilt Il1,l( I d I. ' . A*.I"',l, i, )h( l~ t i 1' lll"f f i'nd'. 

Iwil' l'l<' I, t-,< 1'; \ tt-1 l 1111111li I(ixl ' i l'ld1it t!11 i llt~ ,h'Ji' I 'lil( ' i ll _'](' 

Illartl l I> l(lll il'l ]ll<it, f,: ll(l lie )Ideilia llds-lI t ' IiI I'\d" \ i~ i'' llp, Il w d sci 
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of farmers for iiicwaosctl l1ptIii tri I(1 l)iti l~ilk' tutul, uicIIr1ket 5Alill 'f wVoultl 5ti to he x'ejw 
ittraitiVU. SuIChI; intil ot dI~i'cllmiiild Ilrlh tofti t w(,ild I'l 111iliS Isltuiir;ulocIe Slilooih 
samiliu, tliIs;Iilrts, id soili/iu ll l i it tIIIIiii.ttihrtotlil lilt- d(IlI(- iis pjttsuluoli If) such 

.lIoiI(Iie Ids. iu I iA ii 1)] 1ii1ii 

()I~ 111,11rscc 1i(111ldr[fo '11,11, If kuiuhi (Nt deid wi\l liIuIe llt5 

;I (oI itelf t 1 'rti-s, flii k tp, Ill,1 I If( I )IIIlI I(IIIt Iill 

w i il ui ~ l ui 

71111111ciulx l 1dlik.Ii w (xjuor i ( I i lit Own, I(Ii tif% il sv I l Iilliii ll' lllt , il ~ 

fitifi 1 iit I(XIhJrts 13l i t .:s 11, l, ii I Iwro I uIirt ti t , 111 ii it I ' nl'i i lw (hI Iwtllt i 11 l Iiii­
cI t w ilc hctj n %fl j, H ll~ j\ '11viw l" i (c)
ru Iise T liii iil 

P lid c idt,llll III(' (1ri ,tl% (11 ,"IIk II.\ Im ilSuilw iii" )I(% - m 
klmisiiltt Ililut tIlk t I txutr lusltlilI dii lit- s III ilt stIN a I ()(i[Iutur it\ 

tlislitc woith t i lliut Ill d %twiluIxI lt! W hiili ,(uI-*tfis[ld ttirs!(1iti li Iiiu(iu!,)til I-(d111 

mcttit itsel. li ~i wu ismd l -dtriil It uufrItt ui 1 hxeothe tl~ I itIj(ftt fk ttsp iftIeoit I II\I ilCe 

Iii lii Ii tifI (Ia )h di sciset int l)rIviefetv i itI ii w iil Ih ilov 

" t frt~l I o)IIf ~bi 'Iit5mii titl fepo (ritiltuiul pts l t wttild hilsuispl lt. ,; heilkiioihi1cti Od I,tt 

trisma t mifwttresahi ' e por()id Ow lm iwi%%(iid h -c iisn mitt]fittl41i 
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Figure 4-Partiaireplacement of import protection with domestic subsidies 
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Figure 5-Two-price system 
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Incotrast to thr first tlv (Ihe share ill farm sipport. The is
(&-w. llt the (osts oif ioren 

fullslifted titXr\t A",aesal>.. !11[e:ltI iet; txceeti those r(e;li/
rnVlciit ed tnder
 
the first ' I i (i5 l o IV lt(' >Ii h) cilIllilers Oitrtlid thiait
asset! ctVt' 1iltplicit !li(l sch(lilljt
 
(ill P ). Allit r ,' it, defi, inIi avllteilts arc o td to patrticular
' vii loi- i 111It v a Iilill Iti 


'1ilianity,1 iOi l'tt fi t ll hefid c1it'sctieii t rt,,l
ir\l 'i't t , plid mil l fits, hss 

' it( lt, ,,,il i l i\ i,,,t'fitiltpi'i it .'li e rtr, implii wts l:v i l l s 1 diff il l. fil 

fth(,filt ()Illoll, Imp II,,,>wt, w lil f(,(vth.I,. l ht'lll~it~ i t ilmii'llj I ,ir t idt- ' for Vw. h,I~p ate(r~s 

lf[!i&t rt 1111 m ilt -. (X illi t h ' i~tt,.,ll 5,w h: ct fi ;( of(,lt tIlll€)I.;dee"IH ich dei l -t 

,1 ld (' jip d]is;[ae if lilt \ ' ;h il i)();,tts.ll it i l!, h ' l '1! ,(- Irf w !t t-(111,1 l t ,l(,.1 -) ',\i A, I(. 

d1',\ql d 1,1 t,r11t[ ( liml ' i t , l l lt,, 'Iis( ill F~iqllwV .7 thelr , \vo lk, [ ,'rl Ii tilt' th'rpict('d 


,tig)u' ,-q,,Jt',wp .i' 1t m t xlot- \%)ill(] ion
wit iplici, 1s iaml% ;lot for firflwrs 
it) k )i i~ri c\i ," ,,!(' l-t [1h-!r w ill; [ lt, p ';iliiii.1ll, -, w~ 11M ' pw llhli'ml S[, 1,t ill t t-s tit vi \ lild
 

p l,l.t m W '!, ,,:'' I I , .'i l t )I till. (df ,dfiCie li ilvinw il
!,)I I,,'t, C l l , ,l .n ',izt' tilt, ,. Ip 


IW' Mlli!A" ,l .. " ',m 'plil1, '.' l\clllI liled y l l;1lllit.
l. !,t'it ,' i\ ('11tilt, 6h)m :-l;t (\'itli> jt 

fw l.,l, 1, 1 t. ' l ,[,l -I ' p.1l 'l1.'1p' ., 1h )ill !t'itIt'llt.\ citll a[wl co m p are~i[( 

f lw f.'H I 'I ',, [1~ ,1\p'. !fi , "(11)" i >,',Ik \lw .:In l hl ,,Size' 'l., , ,.,tlhW f \.X,1 W 1,1" of 

Figure 6-Two-price soystem with implicit export subsidization 
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At price 11,;,consumption (,qtials (',, ill Fillure 6. 11, to I.,itru 5, C,, is the qualitily
Supported bY d"-ficii'llt. .\ (The deficiewY pavinews for tit(, case depicted lit FiqUrc
6 WOLlid il(Tl()Illlt to IWil ilhCd.) III k-Ontlast 10 Fi tllc 5, lhotigh, total production (0,) will now
exct.fd illu qlmltitv th"It (1(,Ii( wiicY ptv\ iiwws (Cj. The diffcrciic( (Q, - (") Call be 
produccd piofil ihk tit vw 1d P, alld cXp(W (-d williMll 11W 1101) ()f t'Xi)li('it 0XI)ON SLIb­
Sidic.',I- A1111(millh expwts ill(' 1(wcl 1h,111 uIld"I tht, PlIC(1 1,11filwit ('11111 t'XpOIt slihsido, re illw,
ther-bY piov:dmi,, 1hink-wiii1tv \ iih O)wcM itil hoter nii(Imij ()pp(W illittles, there
is shll the lwctlli l? ,ilil;ilioll Hlill I 1101111 11mlpwl(-t I.,,cxpmtill ,, 1111d this witlimit allY appawilt
(.Xl)li,.il 1'xpw Ill fI()Ylhl(', Il(W.,(TCr, 011k Iwcdu.,;, fill, g(werimiew is 
-ImilliMcd 11)d(.flcwll( %11w, 111t,111" H1,11 Iw whicd h) It\vlY hii!ll Icv(d (d pwl1cctioll rekitive 
to Hit p"'Hicillill sh;Ipt"s ()fOw d(micstit, (1(111"lld .111d cl;lves. I)('ficiell( ot.pa.vineifls serve
the flim it()[] 0 Ill illdiw( I explo sill)"id% ill [his casc. Tlw illdliccl st1h."idizatioll (IfexpOlls
WMild 11I)i ()(clif if fill- ywetillilt-lif c(II11111111cd to)d(4iowiwv pivmci!Is ()ill\, rellitive Ill 
it ko %cl lf \ cl (d 11"ll 111,111 hv Ill pmhk 111,11,exImils ceisc for aimill lit'd P, 
jm)W( film it-, (d ((11n."ImIldim! It)I'll( ()I 1111d 111;tt" him-, d(AicielicY I)W, M('Ills Cqual
III 'Itell ho;II 'i '11)1,Ilh 111),illf. lil, Ipli''ll ()I Itdefi( iclicY p;lYllielit scheme
do(, , lwl Ii('\ (,;]I I f)lllttllt- di'd lw 1111tilliti ft()tll omililluillp lit expm t ill(' prOtected

I1lllll(,,jilY m t ; , ; 1lldlwcIl', expm t,, ( ;,It I)c pievviacd ()ill%- if import
llml i , wtm k d it Ilw t!f (- 11;11(1(Jlcwllr% 11,tvillell's ill(' limiled [(, domestic 

Tilt- I( !1, )!1 lit !w 1, Ill)[ Illffl will i(I pwvcli; illdiwcl t.xp)II slihsidics. 
I mlel !11t did I'Pthiii Im dt-11( wilt, v 11,1\ l1wilt.", illlpm l Im 4t.chm) Is clifilill'Oed IIclice

l1w tvjw (4 Ildill ! (xp w "Ill)"idl."dioll O wd (wc[Il. Ilm."(,\ ct, Ilic:e is ,,fill
the I 111,111f-t I ('xpl)l, Hit,% c.m ()I('it! heclilse the d(-ficWIlCV pi'lot'llielits
;it(, It(,[ limiti-d Ill hill 'ilyk lit Oil pwilm limi As p-l-lillit defici('11c v1% Im 111,tillitw', 1w%,)lld I dt'llie'stic pli)(111cels h,,c ;m k'ff('('tiv(l
pli( 1, (0 P 1If 111"(ImI1110% lilt-% ( ht)(),W 1( (Fillilit. A-cm(fills"IN" the\ extelld
pl(dil( 11(ill 1,t ItIlI w ,l1 C()WIM I I pi I( I I f It I,iti('t Ildv 1()\%.il 11i tIt(' diffel el wc, tIlilt
i" di"'kiltoI. f %,,ill 1w ),"I 1111i". 1', pliduclivil" Ificle.l."c" allil the "'tipply(.111-ve
shills 1(,fill- .11) ill'ill Oll. (fi.mlilld ( Illve' expm ls will (vc!) expalm, lit
sllw l, ill lilt, t. pwk,( him. do !!cwIlc% p )vjlwllls c lll llav(. it lmdc (iffect
111111 (,111,lill" ill I lmscd (m llmrdet tioll illid exporti" %,(.I% ;lll1lkIf i()lilt, ('111111,11 


Till", k lit (It, lit wht-11 1 1111% 
Ills!h %pxvilit'lits ill(, pl(wided for idl LIIIitS Of
pn'dm tioll, wl"Ildh's" (d "%twilwl liwv lit, (-Xl,()11('(l m 110. This is hasic(ilk, .vh-it characterizes 
ill(, I'..S, tit , ,I\ liwill '11111ml.ill! its df tails ille smilewhilt Illole complex.1:Cl(Tt'% 1) ft)t 1111;11w, 

F()l ilisi;tlik.l., I htlIWl', 1 , ('V((;!,It( wilt Yp:1o, Ilwnls 
 1111il theY lt, we to -estri( t their acreq e.
This l1w;Ill" t1i'd hdil )11111ptm!m Ii(11 h, il I Iwlmv (, )I ill Fis,(Jrc 5. AISO, total
(](,tl( iclw% I),[% wt'W , [wI j;IIIlj w"dili, it'd. l'ili'llk" III ilwst I'llaills, Fiqure 53wOuld


lit III. pl(tldf- I Illml, e;tli.stic dt'scliptioll of lhe dOllicstic U.S.

111;11ker Ill p.11il"lli'll, Ilw %%()11(1 I'll((, (P'i w(mid h;ivt, N) Ili, 
 sct c(pial it) the price level
i.i.irk(,d i,, P ill mdf-i it, depi( I lilt, (,,ise (d (I 11iltut'll m ('fficielil vxpm ter.
 

*F)silill 111),
.1kill (11('xp)II ( (mid 1w t-xjwcti d h) luivc tilt, follmviiq), benefits. (The
11111ill o6jr( 11(lil" i(I I kill (Ill "xi)(W "ilh'sidws w(.w (Its( iis.,,cd midei S(mic Theoretical 
Prehillillilliw, ill lims I. FIffit witi cxpm teis, Ihaf is, cmiiiiiies that would he net 

'It ;ir Iv, fij I I I it -i x I I ( I r t I Ii t I" i I Ili I,I ri I I ; I I I I k I I I I ) f t-V I I 11 111 f 1 0 111 S t2II iI I ill tileCdolliest it- ina kt l, it i Ili( It ctm, ifit, (i( iti-,i it itmr k(-I Ill wf -would di(q) it) P,,. Govermn e'nt'enforcementis likel-v it) he ptissilde ifOw ( (011110)(111% Ild', lit (I throLl.1111 itpiwicular processing or marketing channel.This is ill(, ( f(.r ex,1111plf., wlilt slj ar 
1, Oislalicc (1), P (-qu'lls C 
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exporters under a free tradeireviie, would face less ci lil titit'n in their export in.rkets from
 
directly subsidized exports. I hlice tie*v wouii it have t)suitlpit aigriclture a,m 'uclian\inure
 
to countera(t frei.i sihsliidics, tlietchv fic in, r lurces far otheir uirposes For a giveni world
 

lk ild thect ,v rlaisilll wollt price.
(lilliltlcHrvIA,tit'w(ld su'I[k, wlirv, niv& t,)ilt it.l, 
Efficien expiert(l. v),itl icift troimdltlltl, inrtlase illbhl wild price and export
 
it;lmntity, altloli lh i)t tIl tcixt iit thIt wot lt ht t.xp til dt idi ;aI t t It',illlk"
 

A\v'idi!mcl h) iaiotIo ' ,>o-,sitl ;xlhl If lvr
l. \. i;stlt it bidies arc, pl llibitlt. 
.,t[jiv-tcm ti suuctiiitt.tl ;Ibll iidtlhtlniiili-siih ii cdlie'; IIstc ti(t djiN., without iliY\ ­

liiolliiiclli ' illp -', , c .ididtX I t l V+ ISO M i l
.'t ci tldit i llt_cli( it t'mlditim is
 

c'cc'ita-, I i (ft[lt it ut'it lic( he'iltlys
shiiiul idt tiiddl+i tii wi \'i Ifiiil i ltI.tt IsI iiiai'til s it 


tb(il'lilith llI it\ tu Nli rtv idiustll 
i titth( il li diti l (l
 

wI,.+ d ll'id t i'llt't ('-, Wist IllIlhl; W\ lt-h'+t' It 'i [t 1 


hriii ii i lll'. ulIi ilt i) \ohirt l l Xp l sll, su 

lllw ' Ilili\ t '".iltl d (It'WAL W\ p (It\I1,!It "t'l is 

:-.u~sti ,1iP Allll"'i. 1 1t]d kl, t t [pl'llit'lilt Llliil wc \ hil+,hllt f <'..1 - it-,t -, ~itl ])tI Ift'litivc.'U Illt 
+

),.itl ttol [tiw] tl X I) t ilild IIl,m ]+i'p , tll, I iltw\ mi;1%clld i ll 'l) :-il~ l l!"c'l\. (A' 

" 
ittlw l, lift, rt'+,th i l 1 1ttllw I!.(, IllIp() (Ifltt'lL'\ l+..lts!i+I1111.,It (t 1 i,'i,10 rr t1(.",tlicti( )11',, pavt} 


!ll,f ,l -; ]j , :.i, t' Ill Il+ i ttt V, t. \ 't if AItwh m ith lil p>:I~t oIt
li tit.%\ d h It, tf p ilcti( ll 

IllIt +,,I+]'+,~ticdl\ li tlt'';ut')[. rl t1 ilid I+ e,'l , +ii,'ll it[lllp Ik~l .l Iws.+; liott('X oH .stil+:-;idN 

,lin 111,1!1wt.i 1t (.,(t,(!lilt'. 11.111l Jte I -­. o',,iklit.L,''dA'll d " 1w, Itlt)lll i-, t t.t i < , ,if lo d ill + tl 


t1,i1 ] il,11 I I N1 1,'1 IhII+ I. I si) III
,t.I ,,11t> \ .iiiqlaIII l III ,+- IIit I I II" i th If 

i iI it Xil )II IIi- I ricI I'ltl \1i scs>lltI F ipt itii .'.isl i r11' )'it i ui uus11 % d il (litllt It() 
-H ' li~itill! '(dliltl,I)I l, ;+!( if t Il"! :1 1 ii)It 1() tl412;11w,' t't' flillift'CtC'X1H) t ,[ii'1d Wt:,. 

t,qI 'tJ l ii t' ( 1 1;' III t l ()Il~it lII is 't!1w i; 1 1,, ,I d ( m IItI!,il fhIlI I m I( ct .'l ')it'illd I t t iIitcd 

,dI h I I il l, :l,wilIt " il I, I d. t, Il;I tI I Il, < 111it < ti .cl:t;Inii IIIII,,<t' I -t,l II :I ,t'i11 "' I ( l 

I 1(t A ,iIIit kIifIItsli fI 

, 


I It 1l 1i1if , t d 

++" J > " <i lili t il,',I I t l It ', 1"1~'' ItI)ifi s:t 


I( X . l,i~+ ,il~ .<I l;I t \ i 1,\I S) lt '+' k+1Is I( III ily
 

1 I 1,1 ,, ' 'lii 11 l~)1 \ nIlnt I, -;(scit,I 


' I"
lll ll i+ I tI%% 1 1 is:'I,S( s t ;III 

tII\I ,' f i<,I w I 1 ll-til ( 1l ! 11 llll't:fSo(+li' i)( list d ( )ull ItIt ,'.~~ J ll '1 I l ti" '. ('t'< , h e n 

HtWL+.f llk "'.t<1 "I !1tl jli , iltt SI( "~'., I1'It ( i f Suchtl' 
+, 

lIdll l ~ t w I!i;tt kl(, I itIt~d itil .- i l a~is 
,
01 1tl++ 11 1'tI+li~~~.\:. ll tt m if( )11tlt&t lltikes iI -, 1 I{S()A t '111 f l1(l n ttollside mhr ltt illliits 

0 11lilht,Iilhilill { d~~l.tillt ' il !(,\%;ti1!(l lilit iiliti)lliillaite.1 (11 dt itth .I ,i, tilt' tw "linall-.scailihtll 

,itlllittiil,11tpl(.t itdllII .I :.....it!,-:idilliflis.<trfilkt.".Tlhese;ttw,()poiiints .++ecilicos to hetoft 

."()fllt l !( I Ilt . of Itilt, b k'jiw, appll.\ rcdulitonmlp )ttk ti t'FiA\1Iikktw-,si<,i piro of ingqwl'iaqw 

"Il ( ili ll< illilt,." 111 iiill lil'lZt 1985)q,3?L-gl'. IIlovt'\'e, their im pilortanicelit'it:~i,>,. 

"ho~llillll :itllwtw \,tqc iiidteed ii.;ll,~lq ,,d iin l t\( diffil.tilt ie,, 
tli~ilIl( %w~il i! ',tOMiWt W ith d,d illih'41 ~i ( i 

l , ,\ ,,t I ~ it is ulilikelv 

1.:tt' m li iol ;,,IVi(t (tit Ill )ll ti': tduCtill. 
'IFill~lii,+ .,>!l,(Il ,t b '1wt wt,liled't i !h m s- ; l1 posal,11fil,Ipolitit'ill-cco'lt)lllY r\ i olf 1.(I m r 

thatl it,, t>ll.l,.Ili All lilc od it w ouldl w ith "(llii wt'yis lalrpil rhi (,xil> hlii. l1(it'l lic't, ill I)atliti 
" 
c t'(, w hich1i, Tv fi~t11 tLIS o~f0\Ixt t,+. stll). 

ale I pt~tf,f Com moniil l llhdicv'its- it hii~s cv\okl B+>ill h their 

ftlllii ITt ll 1IiliI Ir l l SHItlt O.ic A+flt~f aill, t-xlport itit!:+ 

tc('nt1;1i thetI'](". ,\.ictiltilmr el alllthou 

WIt(llit\,l it 1ltc t,w w ,Ituctililiw t,f :I dilv rt ihtre\; mld t Ilimiii,i ,if onimti suppol tp(Ji i,+;s, 

117 i t.-. !I!(- .111w(',it) >;llil w d t10 m thliiil!} rckltlIT(c, lltld il,.'tlt i,
 

'ilhh,rill..tid ,lt. i,?,licutltll (,f olilll.tisatli(ll is dliscuissed 


Iw )lliw11t) w.l!mli this. u so inl 

1 i~h 0 ,.(Tht, is.s;iw inlChaptler 6i.) 

,

Ai,:\t lit-iic ill 11"' 'o''/jll d I\ , ilt itiCA\iIr111i, .J;IlMli I)C')II!+,vw(II , iwt w lt N.(mf Cilill ,. ,111d OHl ItLT~t­

tiollillitlhu+d"(\ iiv [liwd III iisiht oi C (' )twlitinalnd hive"'t, w')lliim)(1l I lloliili~l. otilietl 

I!18 7. 
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This uarded optimisn stems from th' F('s aplarent lealing toward a system of acreage
 
control. As sh()wi i oil 
 t&,ail aboive, hI,,'Vtl iii'i(' t rotlctioI call serve, ill principle,
 
as ia:,nstil.ttl for ('\otlit sblllsid(fies
 

"'th 't o "lit'ii i'\lwt h's Iit''I b(t t'itllt'(51;1itW'sto0,idjllSt il it e('v t ()i ill export stlbsidv
 
ball (-'caitst t'xpurt sul)hiits, alth(,hll lised ltlo ' he (ti'ntlysilc' t' 1985 F:irtn Atl, are
 
11t cetl tli tohIllSt S ofp'lltllt ptolp tlo i lttl-. I0l otw(l, tilt I.S. sVSt(eill of h fitiency

pa~llltilts f<)l t~lSf.,IIlllvxi(tld h v [I 'I.II ( l(l t o a(lll p~l(hitlttoll, 
w o~uld b(, ill
 
lII(c(I of h~l Ioow C{.('tllitiI,, ",)tch ;r,, hli l oif thet N()idic cott~ is,
![ ~ll 'al which operate 
hit4 hly, I'si !, , l '' llllo gn 'i (tti\ 'ii 11, It i,f h (f tl't' llti ar I expoitir .itg,w Iltd of 'tllse
 
Iiot it' ittilio'l )it( l t x ) t it ex))tt stlsidit's welo plh
ilst li!itra in ,tUigrSitt .llil)itc(l fir 
11t,1'tl t~al ) T11,11'l t oh \ hvit%t,,tilt , hl (,t 'Xl) ( t-sw inti l I i) )jvctiolls toNi l 

al1n1 , ii(tt s 
 l 3'htitiR,, it 1S.-;(, t , i ill , o()f tlt'refor l lttpo)sals tailleti l)v)~iti i )ST if thl( lelit disai a.h palli tild Ill< l ,,,ilntti,.; di thc (!,t,ttwvc1 I:tl: ll<, N 1) '(,I cu mv ill 

i lOil is 

I , i tll l i wl'ltm~,i~l p~()q)()' l %.,mllk,] 


to -till tril 'i(' 1i . f'tlt (d1 ilp )t l) ttc'ttitti is1;lllll is ti f export stihsilic s,
' h lo't (/'( lllti m oret' halll jusl '1 ba)lls" ) oil
 

'NIlort ,,tl iilit.'-


Allowing Oi Nly Podticer-F]inancedExprt Siiisidies
 
Ill it.', de'lik -11'm"l>Ill( .'t)ll ih ()11 "lidett ill .A\}lictUillim(, hals itpp)il(lci c (llk, the Coll­m e t 

(.'hlsi(ll ,l M l t [ '. h I g is they ale financed
I% litoh lts s l i-nt-R'l . , f'!1at r !htlvi l61 lli"Ii l vI)li' tilxpav(, Th idea behill( these'r- iui)Ic '(iI.!x )()lt ".FF",) 


:As ,'1p i<h.-d . ' I :" 'will ilpl)i( s to( ()ilutl w S 111o. lll.' 


I>),du< '1 1tb.,)i(IlI'.s l l ( 11 1),' tliudt's-h)()d hest lYw rt''riii to F:igure 7. 
, F.S i,' ,di. th(ey .l", llail l-'al im prtrers,

,It(,' /t( id \' -ToNi< il Ill(' lllt(iv *' ill (p ttlSt iil. A\s Oiw dontllt ic mI -lke'tiprice (P,) is SLlp)­

, (I tlest' - ,)pol'i a i t -s''i ill i l, tilttt'tltljictit ,,. exltlirts ( require export 

Figure 7-Producer-financed export subsidies 
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subsidies equal :o rectanlgle abcd ini value terms. To inake plr('ducers I):,y for tire exloIt subsidy, 
an ad valoret tax W (I') - 1 is levied oil ther. As the tax redulcs the net price received 
by producers froi P,, 1', iprodtuction from I) to () C'sumlers continue toto tey witl cut .
puiy price I' tlitotficial sUl)pot ;)I ce, (Not( thalt [I' S is at its lrerll alsor a twrirrice system, 
with a lil hIprice i id hv l l'osiircs il idIlower lia', receivedl bv farliels.) As a consequence 
of intrds cilot PItS, Ilt, l uiistic,Atirplus rod. coitsetpiently, exports drop from - C,,) to 
(d "n.'.). aolno ruliiclt export sihsidl\' falls frol abed to aedi.T'l'fi o) titOW 	 The tax reeiltie
colltted from jrt(Iice,, arrourits to re, hI ti fhij. III 0(qiilihrilil;, it ust ;ulfficfi'S to cover 

exp ort stisidies.
 
+
', rm rlratd vw'itlh I kil r 'x'llt Subsidies, e'" iit t 	 tlli silial tr;tdS tslills c effecl. Fxports 

dilitjrIrli rld, nratriitllcwitlh IT:'5. v he.as til ' \'wuild (trn plcllt ' 'f IIIa'u inati ral irripotter 
if export suifnsidncs w',,' luanirird. Cmseulp]eotl, illY effctAt ,n world export su;if)lv aid world 
'rice is 1toiniig to he siriall. (Sti' \l'l]f, 11uil Zict, , 'm s,uole iim 'icafl calculatiowr of the 

effect (if PIE;S for tht( caise of s,.+,+.,u cllStlel a er tlvre p'ice elasticityi, ,ril 
of dollrestit drill, tIh Ilron' favoraldt, tIhe r!ad ,'ffct )( Il+S. tlES bs arsohlHtelHlio 
trade effrt if sti' ' (' to i ;iln thur is. staiW'lully etirv.smmnoditlmnll I" iiirt (Ilsi% hi' c>, i, i 
S iii h'is{r u it f t us II'l:S .ir r'f stif rr .- mnt iutihrf a.i7 is rti li .' rs, , ', n ' r w ith 
c tarieill fueia,.'or lbesr,'irdiu 4 this sft,iii case, :ow i Admllc;urt i of , fI'S hi 's ir the 
limk it utuetiwlisfius l tatr l] lil;tlkl i(i d i(id ':,,ji'di(ul tion decisions,h'Itilt'l': lllma 
eVelliif I"W of il d c ii is, ,'il to iuipn tr tilt(' rllie'stio.. tlil Y pliuc ;It level PI 

os tF'lutsiolligirre7.This ilr t .'r, ')(It, irst, it iiruderatu's ,Ye'ffect (ul tite' voiulne 
of soLfsdli/ted mx W,',t, t I ii Ic.,>.: i thi, t in 5t ; rt i)i( :, rclarI;e t iii ri'+, u the world 
Ilic airnd itIIii ris ir\ i: n lr l noa l ilr­ll 'o'' oulirh lFi'hrf' 'm m's sollc (ml tIt('eltitityV 

; ,sit~ziztX])~ttt t+ IYthadli i'td 01+t l ttllllltt !,'l~opcR 	ll-t'Itdl'd w pw?[ t mil),idies. 
'F,+ct t(11litml>ll , ' +[ t t id v l i llt end , I'~l': \%.,,tll tlP ' t'I t (,I(. (dt 'l l+i ,%\'Ae*ll .t m ili. 

iii -;tnirlit,'
 

'	 ,smu] m'. r )f " i,,' , .1, iiltetn' of li i'\,i TT[l '' u,-htr ,lllm ll:ui v , . 1immuluie l u i ' S ctuld
!w,'\cr ftulk ,'A i , 1. llh t pwn;,,I if :-,Ilhs+<i i ln I*S Iis+il, .,xLpo)rtmlit+tt. tl Ith lilt ilit , illg tt i tilt'lit 

v hliT'. I{ht [(. "- 'X + tt[ t +~ l t t I + ~ c t (It)f pIodiivtl +tic w s doinllo l,,;tut s thai 

stbidiT''n .. s uf sr', \wil illmi v,'. (See Ilhrluard 195fl hr a ,lisn.;cu.;i)oli of tihe 
orespirsif uts i r ts, rii 'l irm'iitiud in l ,' PI .) It is irnPortailt tu pullt nIut ill this contest, 
frr'x,','rel, tlh ut tit, F ( s ,! -Slno sihilit' ltvit , are nmt fill,' 'mlii'(irlu'li t I "F'Sais illustrated 
ili _:igtniNoit it, tin' rnt lirr h t' lii, ,reall ,x!,ort smltsitdic;, but they' )ill\ lt'\i's , enitrrir 
are iiss, ttIulislhd doliq with ti'ltmrinestic support l th.t psmmerattm'; 'eIlloveBrin ifferwllceu 
soMC vital fumw~inln tIrI'lIe.S I intr'Im(e'd, for c,;umrml'_,, hv tIreC'ormriittee, oil Trade ill 

. JS'lc.kss, It( cric.nt if tIle corespon­
silhilitv levies nisifl 1,' fririll lolilv to mxcn'ri ime t pm'-stnre on iuflic'svmmakt'rs ti also raise tile 
dlllisti su)f ri(tC. Thiuns (,fecticelc Lompt Hi tii't (rice ret'eiv'ld i,' tridricers constant at 
its prtl;tx levl, thit'rml'csliftiirr tire !i 19l86 foia more detailed 

Aq'ricltur Ne'ver ti' C's ux lie : showi that the iirtuidrictiolr 

tax to n''insrmilrrs. (See 'lammgtrun 
'liscnissiml ;ill 'iii ['rrialliri I98 , 1.)-lt 8.) Not ,irhrisiniglv, imurum ln(i comitracted further 
imt tlw ir-;rss ut, t' il i'r'astd tiolwr il f'xlu <it thl dim inished.
 

' hom wuimitri
I'l:I.S iut,,;l,( olj('uted to tCuasu' it flVs'i S farireIrs of witlls a tlttivIIly small 
export shar, l'n e',:ii l'c, a.,nuliu eld Australasia. Ia'inj a smallthu'C r' ,s'itlh -:xlort share 
iiealls that tInt' if 'u(ildrather sirmall, threby tausiing little incometax fur tit pnuuiictimi hi 

aidul the alndloss to farmers wv'rt,'iiiui link hitw'eir wrimd mmarket doloestic productioti 

7'Ini qencril. thte lhrqei the trade iftci, tIe larger is iti wei)iu'd sIMIi tf OhW 	 ind('liStiCities f deilnitl 
sipply. 
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decisions. A tax of iw, Ii ihle size also lestilts it, a sl1j;Ill pi(It'i-koll ill SIIh,.,idiZ(.d exploits. 1lellce 
the tradc effe, I of ITT'S would be small ill countl i(is with it doll ](,.,;I it,collstilliption hase 
am! vice vursil sc(i IIll" awil , 198 70, For tlli ; wilsoll, PFFIS Illav Ilot b"i1ccept'llile to llmlsilb­
sidiziliq expoller; Jill Olu;tv silmilills III)w(icl, t1w "'Ifile !Iat is, tilt, plospect of 
Ill) fulldalliefilill Ili 11'"Ic "Oom.11", t tvills P"I'S ill t(.11w, of its political accep­
tilhilitv I)%.Ille Imill I)hhics ')f pillillmi"; is f1w I.V. 

i Ak() 1 (4 Hw t.x1f,111 it) M itch PIT , ill,, mt(, [it(, l(.11ill hamewolk of the 
6"1wr'd Aill.1 !H,PH."'S mlpjw' HI'll 11w I'li, c I,, holov" Ille !)?ice paid by
dollw."Il( w ilYMP'll, I() .\Itj jt %1.1 ''! lilt this collstittittis a 

1111(11ilt'll 1111ilcmd illpm fil;l1lothel c(mliltv's modtlcc s. 
ll( Ilcv' it )1w vdI!(. 1()Ow i(.,!,d ('(wsisk-lic'. () 111(i Cwlwtal Aglecilleill, ITTS 
(Im-s fl(,l lplw ll %luth fuillit'l t(msid(.1iltilm k'01w, lhim lilt- siwciill twaIllwill 
of i.,Ilcllittjl ll (-Xl)('tl IT*F. vmild sillyk, Wilh(c fxw[)!WII ""Aill ;Illotlwt,
illtllml.1 11%illl '11w th'it !' ,()l iwwI 1,11h-'s H(IJill ll(. Itwil w :'Idlidpoillt, 

Ill pilill PIT.')t 111:11(d ri'llt, fill, 1111(ii, tfi;,c!s )!Ili(dl lihsidi/ill ! ('Xpo I!cIS of 
is hp),Idiv 

""'Oll Ill,, cIAYI, -, !11,1111 ', dis( I[! Ifd""', iwt 111tiodliceIi;ll( ph-
(if,.( 1111m i'llillil mw ml n 't(lim " p.111[w l" lild, lwfhllp -, lll(",l Ilhl,( ff.1111, Il..t( tiv'lk's [11(i price

!w pw it,( 111111!tIllifit-, I",tm III!! 11W Ill 11lt 1d ill 1:1"1" 1( 1'(11" ill(- p rod ucer 
111IC', Ill fillidt''ll %,1 tilt 1d Ill[, '. ITTIS, IP lw l!111 %\w 1.1,1% Ite ("XI)Hit ( 0111pelitio ll 
f1k)lIl ll;ltm d i ! if mill OwIllil,)f %,, lWi, ItIll il hi olliel w(lids, ITT'S ill 
itwif will ll()l I%,- !1w ptl Id-111 I W"I'(01 "I! )I lt&i- flows is nesircd, 

1.1') t'' k. I(Olt, h kW'. I fit(, il. H (if d(olicstl( 111,11k(.1 pm t. i'lippoll flolli the 
th 'if 11111 )1f 1) 

CO 11 ki 9 i III 111i1,Wi i 'A' 4 rt Ile S tZ-i r-tiOIllsU 11. 1M 

A:, it ()1lipl-liwill 1()i wflllil 1,1(lw d!' 11IlW IWIllIVIOr 0: cllll( HIILINII exporters, either 
('xI ),)It" Iit hy limitinq thcm to ITTS, import-protectill

cutill[Ill-, ((1111d .11."()h!, illldl. I ill IIimwr dr"Ciplimis. Artick, \11:2(c) of Ilw Gencril Aqree­
[1w ilt ('1111t,1111% !11*1, ''1111111- , Ilw i'ptlim Ii im posti kltl()tlls till 111(i ifill )ort;ttio ll oi ;11"rictillill-al 
ptodll( I.,li) pll! Wl' dt)llI(-,Ii( pld!( v (),y.(,Iiv(,S (S(v ( 'Imptcr 3 fol illole dchlik) Import

11W .1,(Iwq will", I hY t,ijil:%i1i".11t fi-S!I'lillis oll doilleslic pf''dlictioll so 
Il';lt lfwv 11()l tit it !n.tiktii simn, fot impni!; thit i, lowel Iliall tllti oiw that could 

(11,1% ;J.,I Ill till' lhsf.ll( t, (ifm lp )tf qw )[lis. 'I1w ide'! (if Illis provisil)ll I,,tt) safei'llaid 
11ildilioli'd 11,11)(Iti .,imw" 'llill 1111.116\ t llsllw (()OIlilled inlil lwt :1(.(.(,Ss for expmtels.'l 

'I'lo. Ciliilllil , 111Trill(, III 1111til". hil's spi'm Iillw discussillil wa 'Sto 
illi." 111,11ko - I, ptoviiiw l ()IAIli, It "I. ill] (i.Nt( : ',ioll sc( Ill to have 

tkl lilt Ylpl")tl Till- ht"I %"ImidImpk thal Ilw millmillill-d" CCss 1111(,'A,-!ic)e XI 
,lpplw ",foll ()Ilk w1l''11 1,1111W 111111o"w." 'i 1111olil hill Also %%Iwo jiiipmt., arc testticted ill all y
foilll (fl1wi Ill Ill flitoll w Ilw 61,1111d I Iliffs vollk ll into (Ic(milli", "11;1(1(, :(111cession". This would 
illcilldc' llllollll oflwl fllill ,. w"llicli'm" sl!dl is volullIcIlY rxpW le,41itillts of ;I lise ill tile 
domestic stippmt Ill[(.(. (Noti. 111;11Ilw IlliIIIIIIIIIII-it"'C(I.Ss It'(11111'elmilit would 'Ippiv cquallY to 

,'Not(. iha Aiiii h- XI :14 Ill,. ill'irk''i slmw of I pillikilkil oximlit'l-olik, Illat of
all expmtet ; Itit, pff), w ..'wido X111 I .)It !Ill- ilondrs, rmmitorv m1ministralion of (Immll
r(,,,;tri( tions jjjtl)l r ill fll;,, 
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'lilt (d A\rti( Ic X"i \,'W)uhd OM 

l ' III II, I II t, t c , h Slir a re if 

e+xlp tters.) Tilt+( 'w,(tm id+;illildi tttuItt'L)lth5lililtliC llIt 1IfIIllq 1l111)(11 

I ('."tIittit) I i, tII(t~'I I <,I I,! tit; ft,I (+>rtls ;1t 111 ko~t+.;' +it ]tI.c-t X 
(i lt.t, I+ t"11t+:t¢ 1 I III tti( ist isJiiIllp l+r +_,l lt, 'i . ()I tl mip,+)II" lilt, i i' TIhis Ipm%) w,,m ldh 

-it'll] (I Ill'\' dilllt ' ,it l ;t l l, l i~ l t l l+wc ' +, t < 

T h / ] i[ i i i [ ]' , ' ' - , i t,(ii i ; t , i ii + + (i Iltl i [ t lt~t ', , fji'tt I,'t ' ,]sh a le'l 1('1-1,,i 
<1e!rIf,t tII,I I i t,t ('I" , d I;Iit ll t p t '( 1'wI,i I, plt)( t I f\ 11%It + ', t + tillw . ;r, dlisc utl ,tc. ill 

+l ll[ ltt+ 1.! 1 w , "11[;Ur1t tt tllilp m l+t hI l wwlit, l, t<) 1) ' (mk)(.[ III w) t'(1 1.li t ;''/ l ) 'l tl+'+;t 
(dl h ibl"I~ m t.11, w t l <,li tItI tll ' t +ti i~ 

' h I f() ''l lt l l t%('1v+ ti+ t illfi It , I' ltII IIiIlilI +Iit- l t~ 

(d ll It'tt t'jIi 1' 
", ('tIt I (t t ill(til,'t ;i Ill_ ' p, 'ilk A.\ ddtilm 1tl1X petl t(fil lt >I%+i lli k) tIw til wl.ill 

ilimil l i -<'t + !1;h1 ''>i, 1% ' +i l l ,. I 'It( i II It'(d it t("'I )( 1If \' llt'<i\ il if\p l t.ctili ) 
c+aintri-w +,. It t,%(til, I I,,i t(I ii i~f<(++ i t ,! tt1'il 1 1111' tt I. i itm k(+ ; It I"I k ) tli cx.It llt lhi it 

1111ts, hli~ I ( i ;, I! ce ll­" T+wX 1l(.r( (-ll c'+mtld~ 1w <l !<r t ,i \ t(141 11i11q! lllil 1ill + tilwt , 'si.,,l 

1;1i!t ()f (l+.liit, lic <.+l1'ltliip l<+li m Itiit1i(lit"t+>w .<> i,tf<l i "li+ll l t lt +m lll \%ill til vt:
 
it i'lleal t titr d e, tffc,(t t h1;rt I"-,viii '-,fill ift thi. dlk-Itt!l'til dl<I IIP t' I III l t h )+tit, ILl h t. if ifi p o>rt­

' jml)tecttilil c.miliiltitc s. ;iwt )llli li f tli ,il lIi;ttlke' ! 1>'11 -- I ;ti isI, l ;It 11(' +'ltO ff( 1( 1 ( " i , (,< 
ill i o It.", l iv ( wItc IlillI('klv ~ Ft)I )if11111(, It~l Itl lI11 11< I.Iis+levelI st' d( . " '"l [1 1 1ttqI l .I ' Iiic; t +it )v( 

' ';illlid h ( ' t Il )l lv ti+, t,Xl)()rt .1+uI sitfik -s to+IIli '! it)"( ,I iI ,i1 1,)11'1-;11,-,11tl l.l+ t11 tt,I I 1 'ffec't 
%%I,II ck l+.v \ ,tr i u t A Iw ( III IIit + i, IIIt (iIik I(I I li ()lvsihe. lmil if mli iilli :I( .-,-i , d ,o i it t iIIiI , d t I ' 
IIIitt, IlI II( .!r thII(' l I t,' I c t'fi ()II. tilt( trI; I(I(, t 'fft -,-t I,1 h t,1X II(,tt +IIII , IIII I tI+I,c;,-itevI",(l v t i Ililt 
,,lltI)Il~to l iptit ( is<rtiiste 1 '.'ttr i it itlit I (10(;'0&,f , it IIII!II Ill Iil -ll- (' ,. ;+wIt -l w evtrt,%%I i e~~/llf 

tINPiC't+ S; s mnuscli'l'c( ,ofhiIdtf~ i' ill , ,t(, ( Ith,' Iil -to th ++'t111Illl.d Iliteri l I0 t t II ' Y,I~ <IIt t t ' itl ' 

F~~t ,+I l';i c a,zte,; dotol illustratc', Iilf l n,')IIll ),It 11I'( , l t illi , ( It. l' II I i( effec<t o.f 
I(itI li !+ ill \ pe lcutl it !pr+vish ll to tilt( llillllIlitlnl-'Wtt ( s" III ,t 1t1it ' I i I Il itI i'1 ,c ()~ifI cases4t+ 
<< l t <,~o~ itt I >l;i I S( di) t o> F+i .tl rtC S. tFi!l' l W:"(, 1 I I II Il h ltt, ' It< (t~lit m ld;t l d s ut l Yl.WI > (d ) (f ! 6~<t 


t 1l s+fill li il\ )i(,(.t v v it,\ I+ ,>1 )t + tJ++Ili Ittik
ai('ll l +si k ) if rclativo.t'l\ +m ( d [) ;I,, illi vtlIfliI ' I tcrt''l I-
I;it4. ic l I II to'I I w kt II (1,,.' tlit ce I ;ilid III t , I t(, JIIII ;WC, .'+ .d t111i le.stic' w (,)Itlil )i'i,t i lliltIIll 
iri l >l I I ; t ,+l ipl ( ' - (1 ,\AtI X p lt llt 1i ll1 li lll lI i l t t ' , (i f IiII( ' tI( li11 t ihif ks I ](<!l , ,l . ii l Y 
t (ifrv(,. h;il is. thet hllw izw~ltal sill ()f tlh)ilw s.+,. ipt+ ,:ttd l liti illdmIiI lii~l-+t'W ,( Iillp Jlts, frlli) 
S to S .At I~tit't ' tI". f l l ll(tI SS. itiillm l-ts (, liial kli.st'licc ;III, ' 1 1 1Itilr illi ip mllts. 
lh'lt foir c';is(' (<a)Owt X pew ec;(lit[pmv'i'itlm 1i;i5 lit) t:I h,( 'ff l lwt \.w ft!d iritu( leliiills 

W..hO Wrt C,', ait, 
, 

I'i1!lIIIC 8"(1b) dt, iiA~S ;I CWSOt 1111iliillilii-;H , IIIIIIl,<" '11 ,iipjj(,ll lrit( P :. dlisfliiic 
excee.d aicltual illipt sl.-;it hll t.h " \\ceithl l ;I Il lim ip . ill fl tile.+lpl+tI plticc, illilililitl­
aiccess+imiipm)-t, Iturn thc itl lktt fromi It- c'Iwtqtizt, IA (1x,.1;',1,- )I() tIl , rate~ rize~tdflt,Il;ilitl iiN I h 
Iby exce. ss stpl .ll h olde~r I() idteilli\ tlilt. trilkhe (.ffc' ts ()f Ili X 11i,'r lil lm i i mi ~li lh.,, a 'a, 
SM) lIR;i.'-stlil[)iol+li III' rtcqilirld m,lIlw, -'tl (If lp<,i"~<: 111 ,1t1N 1 1w < Ilwtfo)lilledcIl( it ~ '11( ,u. mid~, 
(L,'I 7 trea,;ty aind their m(r, wllls tlil vt i ti lt ,lin.', doh (l ic ip di~v (6 ]('<i,(W kcpiir illi 

-th e. latter- , it w++illIw<;is';IlIw: dt Ill i lli lii tl 4(1t 1 ; 1 (tt11'lilititkill ii 1" mit (If tlli, ' liic' ti >ii, as 

sidie's ill tlhu Iprevi uviill,.-t'<lillt ,Illi ,< ill f[ill. Ihidi l lI it ,,~ 'tei1t(-,× tlI tl's ;l lrl i +,14ilus, 

l t hlliLIilllv. Ii > 

tif va<riableh levie., cmilibilit'd itI ,)il 1)(.(,-,bill 

' Exampi es ;1h,; ii tive l idliliu, plot tif (", I'll ,.t Ili ;1 riiil ioll't i " . ,ii]ld tw IT](w telli 
w ith e'xl u " i l 1 t w ,;ii, ,i~11 1(Illicl t'(11111m dities. 

I:'T his (t!.S(,l ilti(!tl fits .lallr fmi m)Iit! ;Iq_'t t llillir,1i im+d mI "l. 
%ItTlhe E"C( fit., this dhscfil)[iolli f()l . IMMt Ii-~ Hit;1QIf11111ittitul Iplodtiis, fml e.xailiiphe, hctef. 
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Figure 8-Minimum-access guarantees under alternative economic conditions 

Pri ce Price 

d e 

C i l 

S.S 

hCCoil IW ( Iofd ~ odn lYd listcidts"~ il llol all trde) f 
of Ii I it ililili( ~ ' li o t . I l t c i l s h a if I v l il l e ie ld 11 lilt l 

If i 1 ,I "l sd csa I) ib I, el iaIdo o it~ci l l 
S(Ippk olicic Iw ljpI -(Ilt - de fIle l' .-i -~i(( Hul is wI l-;il ti a 
il Ifi iCil tp d c ,% (lk its ,Illlflll-~ c s li o t o h l e lp stv 

(V(q v m l ,] l il f( il(l l e o s li lk h d a r li [)1111 

I 

mi 
k I poice 

I~po itv 

Il ei 

fhc i fc 

tl( 

o d 

ll~ 

; t 

lo]o 

iid 

le 

Asal;te 

o d ,tee 

itv 

,p 

od(iiuol 

rial a 

l 

w l 

lppy 

I50I 



side p) Iicie , tI, level f 1r t ctioiI coIhltN reduced stifficiiiitlIv to clear tie nmarket. Minimu ­
access imls' l\i jt1w(tli, ii i ( 1, rr l t I'll rte (. )> t li( ii l t usti,irt) ucti , ui,r ngr. 
I S OIllsfIur lriv,,'t r 4fkl{i I ' llilu lt i pi-u, i l 'icL t 1 d m ti ll ildi()suplly. 
adll '+ll,(, ,wd !111!t~l w l t (111wt ,e ll eil ',t~+, lwi t m s ()I' LQ \v ] ha 

liriLt fiij'f,'s betwe ii I' il I ii ri-ai'il wi tl r i, itii is i ltd r bIi f 

os tilii tie ,tltl shij ev,,<tiItli. iro\ i ii ,& -,i i s enriply tit 't(If ire i 
Iitt s "po iie . ,I' lo-'ier ,m1'S isifti t' IIIr ti l tec ltwil uir'+ , oiiti V t ' 

isidiiec; t r d i t'l ll',V i IrI Ir ' tut l il", " :ft ijIiu:fl ls aIi dto ill " tj h t t t 'i u . til iw seti 
I)lii llt'ri io[ptl(miJ 111)1l 11fller t (--,i' tto ir.rs t irrI t( hav h't r11 fitnk illl,-
M~t{ i t"!th : d ilfic w ltt','ipot111 yr,hesIlillivd ( Itl lwd StiihuIItltid I'tt''kp-fl 'tj'+l/. lspaiiu81u'1' + " liolliFiriililitt irijlnirrif 1,wilkl(,qv',r-'tllh 'i [ u v il Iidrwhavress(,lli0 tIC1t,,s 

tul ai it'itvi ni "iir f !iLW t hit''+ th sti rtrlis "Ir.l,lprt't ,rcesi il .,llotl1K,'r rtiijrrild' i!leli iilt ,jI\11t sriw , i (i tlulv21.l t iii hI+I++!+li-i'il II,<ii+(Ili, cstit ' 
uii)xI:.:hl tillli ciill ' ifleil riet. i'\i ' ll tll is; iir' -tuii -trIiilll el cm t t d ,i Mipii Ct SVii ll 
'MU!t iw lit tttricltllc%paiithl, , iiilis (-(IsI, l W ii til t liilillltll lIte i w. ti . iii li cillili' 

iliipmlts w, eti\vil! itl t>>\%'.!ii~ titi le\t,-,Is.''The qtlltilY it l i p ,iv~ilil ils III l i!"ill !h,I t( 

III tilt, case t 8(c),f ductir lt i u i te - Ipt edepicted ill f+ tict. r lit l tliXit iIl ll li,<-irt lric 
'
I It fai pa\velst wit ptiif,,heii lit 1lx itiu f11.prrls Iilefic irrc rf r sllp . iiutiiit r 'I his, 

im plldies lhilt iihknli ilipm-rs w ill Iwvt'\t hct slliit]!, f :t1,111l idicIhI(.d h) tti -,t1ili t, Ill). I:+w(lwie ;ic 

lpt elprioff s hefvr 't lidii 1,aci.Iliifrit l ' Lnl t il kii, u t i i ir)a ft
 
supreri tricesiexac t 1t, ii iil rr i iriii il t1w ui • ' ,li t, it e
li ll iri i ' iN 1, lilli s s(,l).

',N)itll~zt the traide tO ftCOtS Of StlItC.iItII)O.+illi 11!\ Imrcn 'll I)1()\'b lt I(m r ,(t) >ti vsyteili, 

,it i's c'liVelii t'lt to stal with ,I protection level cccrrsessi.im,, I,, ,i, I' If I svstell 

ihll h:-is ie ctiiis i s n lte+i si t r eflt t ci s ati is : tII r d ;tlistiua
itlt, ,it level tC,, aili {hfic'ienc pa i lll,lts itillimlll hI il ' 1t 'llf.,imlili-l< t,. il,1pl"r 

qtlrilllllt" (is wi bett have it difft.rcit It', , ,1 ti t\(, i t ie letCr ll of) i l dol' I! ( II -Ui l( iie('rlll 
rrei't. Lretiis tass llnt that pure diti.i;a d- ,[rIJ li'--,ii 1 )ilk it r,,it!, ii 1f t I Ill Iw 'w(tini

(Itl C+Xpmlt suhbsidies, arw tcollsitdertd ilfif+ i, t h. , tiltW P ID) to) jilllrodltlt'
silhic, (I i lt,-\ lt -. . i, ,it%(i),I 

i rsi-i)friuV glii nil ist ip a III.ir is\fu ' lilt , t ,\oflllil iit';il 1', i itruill( tilt' SIbc ­
diz d q tita issign.cd Iii doilistic fai e is fi- l it) t it tilt,\\illm ,.,til ,,upm l plico is ke.pt 
.mistaiit. If deficiency payl iw fit-i \ . llur: \ (ii i ,, iiim iters willllts r,l ie i it ,)'i t f,16r 
ae as i ff befor llcn ItiI]11c8 c illitaI" it'ftt ilv i! t isarue tCwell s e il ' s ilikr prohibits 

-ia ptipeinto h.er oxatic lo tal i( ii tiiI su ,.rimkiiriI, ii 81( 1 iwIi 'liS\ i Slllt of 
Illillillfftll itCsS..iC 

There is not lImsitivet tradc , fft,(-l ()f m/im mluilml ;lC'V',++ 11! :11<lt>+s i , rI!ww tht, dom estic tax 

burdei. :iiuiners will he lowethC Icnr til q ic ti colito, hwii t , ifliItI t, r al!ii%, (' e esi 
tirewworll i (eTing irst a hitt)eliarkerather l.l.ii iiarr ientie iir i d ' irsv. lil this-frloili h1tIppeii g hecaudlst, the cill dir%i < It. (. pl +,S fllilmltt h Ill; ,.isil'.' l pwll~i~l ~lcess 

ingt(r marketing cha. l .)ii tli fiti li. for tmrir r t >liii iWill (1t1Iietii itt llil iin int ni­, 
access imnpors will hall t wtsitiv l t citdsoffrI iteht I U l iiyi1ri S i iitilliil cr '-ts ml 
aitwo-plict, syStelln call Illalilllile'e',1! ' tll;Id< t (' N.1 il ' if l r, is ;itmuh thatl pr< .ilits
inilorti:,g cOtililtri ,,, WC till{l I-.;w cus, ()f (t l all eqiva\'.lentlfr<)lII )t~t+,> iIIIIii tii~i( iili[pols )!x ,i 
at oitll of doiesti( lp .ductioii, W,ith~ut SilI'Ii dt111,, 11111llliilli ICCCSS; illY h ivc 7itlOSit1;%T 

tradeh+ effect hitll it is itq tc'riin. 

F'tor it prolductionl qtla blmO~ C.,,, which correspondts to a stlp,I rwtl+ 
ahit P1, ld C+OH!­il<\< )vc IrlOi' rsCOt 

' pete lirl the worldm lilkta k s. tH:ence t]hey have ;i str+li, lil'I tL' Wt l I' C [Itl is, ill xcetssl lt' ; O (" 

,)ftl i cir tpro d uc ii+ll q ll oia . A s it is mlo r e!p r ofita b l efo r' th e i t ) ,w~l ll l t i d oli wes ti c ma ll c l tal~t;~o e xpo r-t , .the domnestic" lprice will fall to Ii See 11W diSCIii:iOnl Of deficienIcy pavi Iit'llis 'arlit'! Ill tllis c'halptor. 
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Finallv, FitUre 8(d) illustrates the trade effects if afiX p)ercent mininium-access provision
 
is colined with P1'S. At irit't, P' arid prior toP:EFS and miilffli imports, subsidized ex­
ports equal di.tuliet(), - ('. Witimiit t(hll! illsuppmirt ljict',, minimlum-acces! ,ljiports of

size ah v,'i)uhitldth)tht, xistill (t';l). v,()[]uhl
;tIlltllsIutr<iftntihlq PFFS.2 im plly it levy oil dome.,tic 

irodtitth ii)fsit ( . sio f(rlithis h'vv, f,,tal h P:if.1),),I'i th t ri\' omiii ,just equals export
teu;tit'Itionw"., 'AI,Owe prmdu'tioll 1 v"e'corrtes:; g to Ilthey,_ incl net price received hy farmers 

imlill a wt k) di;staitc wlir as totaI llizt'd 
wte'S.pli d to de, i), illilvil!y, thiait all 'jluiri'd ihlmjirt; a;i' to'xrIl,d. l)istaiice ' Lrtpre.'e(llst 
fliit, s .dt'Xiiilt',lI,, ( It(, -aK'ct5ss s. 

(1t), i c (,Iti 'll, tlsl exports (.'or-

SlIltlhsidiz tl tI (I l iliiliifII iillml)( 
,l!li lt'tsiul!5w ill
.,\!tuillit unl- ts iwleu t-Xilt( d't full. IlteV (it) hlave a pos-itive' tradeh teffect
 

Aw(l k Hilm }H".S 'This w€stills h(tIh the(s-hift I()Iliet
''Ilh \%%iIIl hfrom r-i~ht ()f ,,mrldillpwr demland 

d} ttoi 1i,11till-,i'es'. iii! wisl 11d t1lu lio rshif ilt'f if i li t'ld(ilsupplv.Note illthis 
Iciu! i ilt- i (ofO lii fli ff)IIlli-at'cess, ti .,Ilhsidl l/t( ' f it t silliiv rishw f il( i il l lt 


ilipmt:-,[thi'le , ()wl;tI'm ')f l ip ml\v )rl ilrice. ()11th cc nti'arv,
m 'lifiLl! 'fftcci lti~ ~t.s- H 

,,. wI'I ('This is dii a , 

MItil itulOw 5 (1 ri hiIt "FhII l;lili i f1 t'L'tSs. As it 


'Xfi( ifs ;i fali t ,lil toi siza h ic uIiiillt (mlestticprIduc tion (a,) 
S 1i1 resilt (if tit, production
 

de,'Cl.hw.!lit "lmlwl'llldtt' * "m,II]H hidi .",lImlml1,)( il. If IT 'Y"
w\erw illh ellited ahmle, without 
%% iiit 1(,( -,hoiiw iiillide sinlilts-\%-()i l(chc ulv he lrqer th~lmim-11.i,((Illhilw d ,,t 11110 1l (1111 d 

cv.11c-,fih , .ll , ftwt I,:0litl¢'r talx areai ,would q,,reatlyl' ( dhepir'ted ill F"i-tile 8(dl), Pj,,fl 

'.pi IIt('- iuititse l ss igct. A largerC'Xc4d ,'I t 5,11,id'i, l ! , (iS (llt' if li Ii(1111 iff1 sc('ccawia 

IIl(ul IihlIi ' Idii-. I (V,.ii.\'tilllplv, ct'ti'.Is litlls, 11sillillrr shift to the left of the
I I li] 

W i'(Ii ll lvt ( ui,,', ,till S ;I hi ,effect. lY,sii iild he nioled
(xNIH Iwnl less (of sili'lad iil. it 

thal aidilo,Ililitliii ;Ict,, h I'l') '.vl I 11v1'vai ill si aller effe('till world price
ltiasiurlyf-v 

flit, I-; tlest dh)'l l . Ill litm
i ,-,iiIm tin I racts thIjli e t1w Sit, ill I FI'S it Was noted that
 
it i tl[IlU 't'i. i li,' Iwdl ivi'ts IP'F of amii
u, list K-. ilisv sitpphh j i trade effect. Adding
 
ullihiiill ; ill ( . I')t"..,villi,,li this eltl.
' hiltige 

T) ' 111)litif 1!!X I t ('Itlih i:,IIill -act('"'Siti,visioli w ire iitr i ((d wit ittloufhininii,
 
It \ Nit ill ()il ii ii I -, li '., iI tii' ii 111'tcfuhf (if]illlitillgt lc
i' I 'it In fi)lll(of , 111, ill

I() t'1:',", ,,, I') te plert, i;sitiv'e tr-adh, The inltroductioi­it o,%,',,tdl'w llillik(,t,hol iiuv ia lilh ,c effcct. 

ifs, eit!li'l illi)fw i illn a'.' iit IIriXt t'xpli it(iimp licit fo li, would he a natural
)I~tvtiuf
Jillwht,:;~ hJ pt~ _,1 V,.htthelz tlis-is aIlsf,t ot i!)1p(, I ,cmilit ,,k", affo)rdab~le for it cout itD , 

d(i'fii'ilds ugi 'l,i l'm f.!'t(iy i(j t'( lf'fi( t huoli' ,r'f'iils [",i iiArfie's with si-tw geta*v'reso urces,
 
lit) ;ilIlS iltlill t' liI I) ('X ii't'i'i . I'm I( it !"ifs, -;ililt t level anI ]hence
h ltil ill [ili rtte'tii.ll 
s 11.Ip s)-it tfct nili t()Illt' l. icallY, the choice Uir c(51ffltries would be\, t, dt t' fiol asi 
(111ilitilli,.,",mw;s flt-t q t'OmiltrV wvitho(ut liil itll-Jv\1h1 mwi i;I(vtd( Iv ;iml\im puort-protecti 

ilcce, illportil iii aims. iiiiiiihi-mm''ss -tmake hudl'ifilrtsj Ith gttiry pressure more 
[M M OH (,lt'(!! [lt.c[,:irl,,,Ill(.v6 ) 111)! f (rt up[(mli prolet'tin.q ('omllr\v itpart ]ilarintlernal 

lesg l segt[pItfe il. Ill pIlaticilax , lillili lilli-iwtc(ss illi[pm ts do I1lt m a[illa~geby theeleves<. to 

Il) e,t\i, destahli h it linlk idm iwtslic piz-ie M Iiplice. 

\Wdhuit a tll ll uX. tihi ;idies, an X Ilwicelt provisiin call at ilostt illiiiiiifiili-ac,'ess 
1i1t ailhvt it(111(4li!lt lit, ( Ih, tt,d(mlarkl~e e (d in F:igureill to c~t'i -tr lhitprttr .For~ the (-'ts( le 

,81i) liie rtiit w(mll lilolit ti retallli hdet', anit r i the 'ase of Figi 8(d), t area ejgi. 
ThiSI' I'(lIt', ihit''' i, fill ill if iffitil'ts tradersiiuitIializt' ill l]N (litwita are lariff-frec. (Stiouldl 

iiili c iiiltrv fioirttif'i' fii fl iil imni)trts, 
;Ilislill iif ;Iciilil)t'fii\ut, hihtiii liritiss, tlhe ii alth: slilhlriic'ion of aiisv wonuld 

Ill til ' lf'tilif rl', iv,lice lm , t ()lifl m lotssibly a s 
(Up tell, tarif, 

lIt' reatied hv lliflei, ratlrthaiihv illorts hesulject t(lariffs,i'xptlii 'icliiili(:.),SIi(iilid 
tiit'ih ttu lia iwil is rediic'ed iitnmiingi hv'lth tiriff. Miliiuiuni-act'ess ri'Ailts would nolt 
qlive those c('tili ('s th ifitill fl illi)lt a t'rease ill tverall ex)ortli hihppcii t) Jill ill' ili 
tuanltity. Ratl Iflif tslhit c oiritrfes wtotld be jtIst'xili)r iiiliniiuiui-atcess Matched by 
allexo()rl hechliii liiarkets ire not sti'ect to aniniinm access. This oc­h,lhiti-coitr Ihat 
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c<i)O beca[I se the ( ()t It i itic'I ll vi t I II ss iIm it!; ar I)hidizedII in 'IA'W IikelY Io hi,.east, 

C\polts 1() the!sc m thtltllI k-( ilr~V [~ l s.'{'
 

if ('N[i()il, '' it it, ' il l c,,cit!l i tlt IttIll t-ii '('! p i sioll c(ll it expectedif ttlii tt 

\".h tc l{'th lli -iii ll ,rt - . l itt i ltt (, ti': 'I[ ll ] t{i d il ld t ip ,p l" T hi,I(;l l t'l k ,t']w !il r I cl. m;llf 

t 1

(if ¢( () II]ml[,Illq'I) :![I 1 , , t l d t l ti l li,", '[ 1 il, t l ' l ,,rt 1 t dL.\ t , l, 

,
,'cl 1 cl ci ifti \\tii]tf is u(,t.It'SlIt, lio' Sillli lic' tic t ittifcci liitt - stilic" tisititt It 

it' S )t\clt :li t ,ic cI" '! '11t('111Ill tcltl (q , 1.1:1:1" , d i ll l' lll'd idh, 

il tc i citifl I I ill ( I -i ,f \At_!I cititll c t i iv, ifc 

A f ftit'ii l i i - iill l . ml[ltc s it'. [ citcii ,iit t'' ',\0chh 'h alt 

6 

ifillct It iL'(Iit i s I I.-ti i t ! tiic [Iw' ' . iii tic' i(td '[ t i Il it' lld Illli -,tool itvt iccii l t' 

)t liti t illil 1 -i ' t I ic' A,I\ tic, ItX \I -S I tic ,i c I ' I I I I I lII I i iiItoq tIit II I it ' ti'(h t l 
f I iI tIiIll I ifvi li I i i l I . I (s'Sf lei (,i I L I I ci t it if , tc , iII i II IIt IIiIIIc-, , it f
 

trlt' XI. All that iai c iI., 1t ..is il lit d i i hare
lc ilu d ltfi t t ti (l)icicilit(ls. tlclt l,1l
 
tse,st cl th ipolt r',-s(ti(i. ti .,si X icwt~l it Itih tccciicfii t-,[[u ' i
is 'tuiii t s ll c't­

takwmn ti. Sl itiM illill til t -iacc( i' ill ii is 1i11lt llii t t t Iltltic i cittto t11cf t ' tisiuf.
 
ti( ll fill i; l atiu lal illipl) IteU .,',:I( lol thlif ll. ltiw I, lit w ' t h fill aIl l~ i l it h l,, 'l,-, l
 

ls thilat l i lldif ficult ortio , h;\, ' i I (-,(d\(.1 l ,) 

1r11de reforilu to)tightenlill..i,.\A m ('h',X! il\ ,iddi!! ill1 X ; 1,;cc' lu I)1()\ i .i,,ll ,tild, it,,s- iv~,, Il ll 

iit'Xpoll su lill c l l tl tii \,withi its ow lisidies, wlu tilt'd tmitllllill , Itl l i ;tf ,I 

hI ilir. c tll-r t a spe ii',cT f.It,ict,, , its, 

;I 't er oifficdistin l cl'a tltc i ' ii,flrt)ll ccitit -t 111,1 m l t ilt'tvSl t, itt.(tli' \'ct d ut.ihd
 
tillhilite 1ic lis ,t thew ali ci cil :-,Iti, ;t t t .pccifi t
 

lctlh f ~lh rrI ti il , ;,: i;t ill the t i th' Ah1il. 

) cv,,i is i. tis\'liri iii 0i tI(i/cc!i.1 

;Icrit tiul [ioti "cu iit l !s., i ku tht (',itit h'dutitct,,ltide XI
llttt' t tcmtitc tc lit\ii-af lei ' I itilfi ill 
Illi it l ld ti( " ipr cl I \c,' l lc plc c(Oi ldc i ! i i e S .ii it i aill X 'cislpr(t 'isioll (')[tllc t i, c's 1 ii i f ti 

If ciic inirlitt cot ss is ithlratft d il this 1 c i iii lal filu i i (,i illhl iw t' tes liti
 

cithut' (ifa'cit l l wtcicri'ich, f i ixi tt Kitser lti)fl,' itiesil iitt ''h it ( ,,8willh
 

iTici t nttc 'iic-ii. clt ) .\tii' t li tc\ic't,lo4 itctultnrifsittiiu ts 1c ict', tc'Itict-, ccl. ii,! it' t~lictii, ''ti 

1iic:ftiti-,, ;ic 

take ntiir cci it) ill haitu'ti il cic i iiit l I ciii ictrli [18)sal.
 

,riffication or Glolbal Quotas
 
l (iou Id l;jliffk 11w{fill, tplill(il,;l (-\( ('p~litll h , lir(t'. t , (,t\ -,1,%t, h , tilt,, (Al. T '. T1""w r'eas()I
 

k'- thlll lh(, r ' ttlw 'sf(0fllw ( ,"LAIr. "ilc! ,' lil'lc(l u,, (11li c
v,pwsel min l')l~lll h(tict, nIm ,-halisnll
 
Ililt] lit)[Id isc'riml ill;!hil ll, , i, It() ()III('! l l(Icl wll4 ili )li l i l [ it i ,i itil h jwlll, h o w we''tr, nt illla riff
 

halrliel'. lot~11 ,,1 . ' ,iI 1 , ,' illipt II, tl l dt ;11111l ililf",. Ilh l,w h\' (,x, l I i g. Ilit( sector fro il 
01't ritl l 6I.;.Tr lillc.iles Tifillik ,Iti()il i , .I,, p~iol ,,d thail ks il ichd to, wvt-tse this. Am ongI a 

litrifficliti(,l 1 . I\,,(, ,dlji tl t o, , illl , [(Ii lt ll 1 1 111(1lhw h it sl io nr mi ,.lo)[ llt h / Its
 
lun.-rm i b { ' 1,,lt, wit l ct, ,11 11('111,1ifl ki lll, 1111d il ,itutul iffs \,it h h d tariffs.
lm o mI,,} 

16 li) li liliz(, olil lt')h ll", (if tf,-.,u)(lc', ( i, it k:-;vi(i,,l% wic().!1inz(,d that tiltst, Ihoullc tariff.s 
.Shh ld1h li rll 1()I m mimt o tiu Ilit oil hiplie~s thlat1i, hwc;I(I ( lit% ,,. the, S-; tliI, tinrifficathom 
tilt'e xililli i (,nlariff ki l twf,I:,\,.ld~ het ( m \%(,rt!d lilt,) liltl w si lriff t tlivalelis. ThistS ),'i\', 
wo'ultd h thlit, ho, 1111111v ;li'clllmll~ll pic l/ts dind co)lli!'s, the, resulting tariffIo_,;llvlwll 

A":d\v(ocaic; o f this'. ip l)rra( tl ( li,.I d , ((,I. (Xallphe. Ko.estel (19,8:7 ), P,itters()n alid lather'-,mi (1986;), an~d 
thIe (()si~ners if I[nstitntc ftr h1teI I,.tioI I I] l.c')uIIo II ic's ,lof 'rhe. [I ,.tittit, lotI lRescar,.'hi (i P'ubhlI(I 'o ]icv (1988). 
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1 1, 1 ll~ isht'
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' 
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Ili%( I,,II I If ' i,lit IIIII'., IP+t ; ,111 1 'fII 1 . I it IIII+tI' lI ifI1) 1I V tt,,l[,'It'tI~t- '111d~ll 

fill! iI,11 [If, ' I(I ! "- ,,id.t1~11, 11 1' i'. it'. I . t~I( t'I i!,\,I q I11t t fI l IIII it f , I t II <
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v ( ,,IfiI It t \I. I I 1,'1,'lto Itf I' +-t t, )It It+ +t II id mI, I I+Il\, 11, it ll l-t j " t ''IItftlI' s."I 
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I Ii, ltI, I 1] 111h l i,' I 1, " 1 l1 ,111 1 1 11 %. 1 foI i lI 
[! 1 ll i t, l qI , )1t,Ci' I +11';tlJ i~ f~ 

'l' t t 11 1t,l1tIikrt1I1 11 I 1 , ! 'II . l1>1\t1,,1h tI,%N t tI T Int.,t I I11(I\' .II 1 ,lo n I(c, l(
 
titt tl q t+Iti+tI .I j,I, Itlt III i f ,t
1 11 it II n11J',~1 , t ; III i ilIf,I,(rt111 1111.Is 

,,
I itr Jj IIIt , qtl ,f II %J + I l ft(h1 .1 lo i ,I ,..+ t I" I I S' t it'I If( 1it1lfilll o fllIj~ l(. 
)(t I, I I..'I-,+,+ I i,It~ II ill t c (ifth It(t l.it IIIt,I,tIt 1itI) J it/ I ),' IitoI;IIdII,,'c it ,:lr, it11 

+lrilt,lltfI ,n -,1+ 1i~ 1 Ira it t (f II 1- lfl t,,. sl 1! "~. i t, 111ft Iv I1 +' i ir tt ( ,LI.If( .X ),t i]), ,,t, 

[ t( ll ,[ k6 qll l!11(.1+tlilit . .\(.iitv de it t-.(( i1 dc Il,'+.%vI ~I1 11 [I 1w I f Il l ic.'I'( i 1y I,-( Iloth a 

Ilo i,'IC.(' l,';t\)l(I t')c ()I [I]t(I, c tl~ri -t( S+Ul.+F,()t lIt.:h( t,there
l,('d lne Iintltwt()llwlC Illi(Tc. 
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Figure 9-Tariffs and global quotas with domestic production growth 
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lIf .Ji illm s i'iIII Ic flo i I l 1Q11 i i t h it ir jiit l III or Il 111 I t a 'l itMi in c o e 

M ider th Iitl f I ijL iHI Iqt irmis wid 1wiz(tr Ji st ;Is illwI i ff (.iit thecst,. From 
jitsJte~I ii 5 lI .li i IIrs, I ell, I itn s l11Iediffeieree htwei the quIota or 

tariff ifLitit (-x(),i i' dw :ITlhiti 'i~5iLHiwtrld picktwif lelrito Imprill eiithlercase. 
Tirliffili ii ivs ti."i I()1ialii11i ()t '[)lill Pi Ah'is i i the ;1~ Iii (orin11­l ll( ' 01 (1110tta. 

trie~s Illi,.nsitl I() \>;Irh ILitHHAir" is as IiIIiritiief \ xtitl I(tiaii int tidenl\ marketing~ 
qwiire lt'~1s II r iw 'ii dtifi\I(ijj~iIt )lit, wmItli iew I imIi-iaktlY. is tariffs aire set at their 
n1 iflariff tirrt Lir \ i L il (illI\ ()vet timel its h i Iih tariff rattes lire It werel to their 
mitlld Itvs Thits kiiliiI I,, II it tilIfoit'dt f-11 "IL i liri l 1155i.fi(I the hiistoiirie experienice 

with tairiff iitltfuIis,, i nItiII\ wIiiliis i if iiiiiIwitlficturs. 

SIL5Lti~I~t\ elirsti ill 11851~jiartl~jIlV ii II 111(f Slid:1tflill rtitrlIctii( gra' -area iIneiisures. 
As new Iiw-)tisupipii~ lieir ill( illiarkel till i hwriditr hiisis, tis teiidillcV seelils to gaill 
ilicreasillg, mointuIlI sjtrtiiilf ilwrtss morle anini o iIntlistries. lit however,110 iriCulltllire 
this thlreat is mhirtihl iii less tcmieriilofurit least rtiiesoiis. hirst lnew low-cost supliiers, 
such as the [wLeWIv iiItistrjal't CiiLiHO['S ill iiitiiistrliil iflitds, aire not its easil v created in 
agriculRtr is' ill illIltIN'. Ax'ailihililtv (Ii firtilt' lanid and1 apprltjliiat( climiate are stron~g 
Conlstrailtirli faetts. Few' if am,'II iitlllfllitititrs call 1tw exiedl to appear tli' africuiltUral 
mlarkets, Illtholuqh stie tratlitiltlil 01115. piitiaIirivii lii tiii America, still have conisiderahie 

'Fitle caseo it pttilill (ilittlis15 ir-irearitet flirt ftor simllitv\. 
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either r~educig imports or inraigeprtsThe NRP m eefailsto soaneative trade;
JLAtO subsidies th-) country isP a~ net imote fqun 

The NRP esr see esueu in: handling proucion subsiista defiie~ncy 

Spayments.{ It:will -nevf.ribeabe oidenti fy'the trade-itrigefcsofsbiishsi 

S. .	effect, the world price isassumed to be equal to the prvin domnestic price in each':case.,,. " .i	Before the introduction of prdufosl)ie, b; ,saneiPrr"oan(i: . 
C,,;'!i=Q,) at t!he lower world price (I")and a net expore oquait~y ab at'th-e highier-worl--d!: -o 

: (:/price. A per-un11it production subsidy of su~fficient sizetti, in excess of distance dle, will! 
: i:make the country a netexporte r even at price P1. The subsidy identified by fg, for example, :c2induces
exports of size Q,- C,) At price level P1,a subsidyof this samesize raisesexporss
 

Sfrom abto level ac, In neither case, however, is there achanigein the NRP measure, yet negativeitrade effects certainly exist. 	 " 

/ ':The latter. two cases, that is , deficiency payments and domestic subsidies,"! are typk ical:uexamples of the rationale for extending the NRP measure into PSE The overall level fptetidas measured by PSIisa refinementor extension of the NRP measure inthesense hat per- traprica~tewrwrdpieP. n e xotro uniya ttehge ol
hransfers 	 i thaNRP measure ifreceived by farmers arefadded their effectonproduction is 

fnot captured by the NRP.tUnlike the ER, PStEalread 
 does not relyn indepth knowledge . 

dom subsidiesFiBgfore the inrdcti paof c anty different levee of wority 

-/
 

: 'frm-b o evlc.I..itercaehoevr isthr a chng in the NR measure, yet. negtivei ':" 

price 

rtainml t 

latteractwo cases osdefienc p a-. i doeticgh s
 

trad fe ts ceig ei ovrasrlspo~titap~uif wit h 6 : : :.... 
Thepusi 	 f tn po als is,- p -.ayentsoanbsdis ub0idirdearmedtpca6i 

ascmfreaure byPiseutfrinement pot(or exonomtepe s sne hturin th e-ui 

Q0 CO 0 ,Q Quantity 

6Denaturing premiums that are paid to convert asurplus product into aproduct for which the domestic2
surplus is less acute can also be considered production subsidies, although not for the denatured prod-, 

22 

2uct 	(for example, wine), but for the end product (for example, industrial alcohol).~
262 The idea of PSE oniginates with Josling, as developed 'inFAQ 1975. In-depth discussions and practicalapplications can be found inOrganisation for Economic Co-operation and Development 1987; Tanger­mann Josling and Pearson 1987 and US Department of Agriculture 1987 
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()f I(ClIIiC;1 ilq~ubt-I ut llitlsmhip ;. The1.:l;I,sI~f, I,, ,,jlliill! ill the, NRPIi that OIL' IMldHHIS 
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6 
OUTLINE OF A TRADE REFORM PACKAGE 

The Ba,;ic Fleienes of fle Reform Proposal and Its Rationale 
%%[] i3(( ll I '[I [ [[ ' 'i r~ll~ i /l l ~ldtl ' r id'r'-t ti l ! Jwl H, GT T r 1'1,, \%( fl a! lldl f mi f . i a tl!, ,ii(I[fillh] ( ti[,11t iI,ii ii 

m) 

ll,. hild. 
( 

hulto, , ll iiumllll I ts 

iitihlw i (tvp idl(ilkf thl t i iit%till 0f1 i.
l it ulsilli l(hiil , ilii e[. 

ill l it 1,w ItllItiii- IllsIil. l n'I i wi l tli p )11,1 1ih h , iI' 11[i1hI Il 1i . lt ii i iil l ( .,\If\ id("l !()1 1111(1(,l t ft, [111, h ] III" 'It l Ilim 'il*'l l\ VIII( '' ,' ,Id" . ll , 0,0th i l t'". , ,~ fdli."; tli\'. 

w i -'(Il l '/t f llil, / '] i t il" ;t l t : [ 
L 

llt() I '¢]',i'I ll , l !Il wl ,h ,, (.k ,II m ,I I . . ;lisIk 
lIlln (Ilv hccI) pl ie (, '; lt~ )H t[.i1 il] ( { (d[]i\ ' h!)t l ( l tIi m 
it "h I p ln lt()I ll rIi .,, hIsilk s hit,- iu , li' 11 Ir 

llY, 1101" L~, l 
l liln crt i(,.%' kt'h', I ihii~,I It , uImiid . i ht , 

IIni 1 ls 'Ir i lefiII u<l k\-.li'lli()i fll< Illcd'a m, fl d(I l, llti ,, m,<,t c l',h .. u('1 hei 

turt ff if Iull (ide ll i liis (tIti.f iitki5 titfilf t i wit lih, iiiuu ilv t mitt I l\l l 
w<,tlrt '(\ I'()l i i ll~r iq ltd , hft.T h e Ili( )i sui h<ll;d ie ( l lli c. I dq ' ,;I I- 1, !'2 'Iw lh ' .-lll ll 1'ficliv 

10d.tll~sk ill (mi (,lw t rt ll l id icf .\redi6 hi,lI (e lt Ati thl.wll( llll lI lf)(.. O\ wI,'. , l<il<+n .\ , hA. t , riinpndllc(seti\fll %%\' ',i ll'll>, t!1 hi 
'lll Jl i, t.;I il~i11w le dlls~i s l " ;i~ . AhT,t I'd(.; ." , t(I )pl't' i ic, lit t t ,ill I tl Ill i (if ilittrt 

.'L) tdltlsti if lii i (ll llle Xv :, fm
ll l l(,~ C illell w I ( lwt,×tl dhlid :. ilt If 11)fl i.ll I, Ih" idjct,nll, 


t~ 'Ih it, <to lim (t If'( If A'lll e,\ ' 'l off n11tuG ,il ht'lAi,. i , ii IjiXl,(! ~.\I!I I( l iiri
 
Ciitl w mtlt 
 I w ill l l ('di t c l)e l111'tpr dill ,l 1 ' l )i ,; ilW,,, " liil tlw ll ' x ki ('
 
<f ;1 'Idw.l) s (.t.SeeltA p llix 2)l. ( i l l~I 1)lll lli~ i!
' it < <ll 111w .. Iuw tl li lwi 

c"ulillplc i', :it xp ol r Ih iies tlillit ;i i( ilc tl ,"
i , ie fi, l' (,,li,- ,l( h,<,wl \, \. !. , off 11 r-<ul0
 
eim< it s .ii l tliluil shill! fwete
111(11t; ,e i l.il ,t illx t 1,, li( Il l1, P~,I \ -1,iflle : )ll(

Chutap ,lercm ild lhew cpliw s\'itsu~icil'l l ("ll \ I ,,',;p !
dcl ,l[i .< il ,< li' ik>c,(ml'illllis
 
!I l ''liiwm ld he bsel(
i linipnr h,il l li,off i int. pn',I ,k lw l 1!. , Il llw'n I),'i ,-, l , l
 
flf ;i'[ exrrts [ upil io siti veis tu il o 
 1 t(' < ll')I [ W 1<,,fll ,d lif ]ilptI (,X ll Q l hI<t jwls~lIII )­
( t'<tll ,!,ipetitiX o lc;lth fmt (,lill,:1(1<{~u , fGIl ! i r
ill 


Ii( u lil vn:Iiffllll ll l illp ff ib;ll if ir , u li ,1I<,iv l ilf h. , < t!) li~ (illa \'(.,i(r 

, %,ir~llJ" ililiitite , a~llf:-lm ;l(,letU)I il, .Xp , lI "d(ll 1, ! U ll lk l' ]~l <lt . 1. 111i %%ill 
t w u i\"' In~(J. l l in,ic(' ;if i id('; i,, p t1 :i'ilt- ,t ( ',li, l' ( I (il\r li t p.rfi(h)l) wlill 'l h­
lai ff (;fil,arIII p s it ptitliili\"il I(a ilc fri f (- i( ( .hioi it i~ fth w ~il\ iul]I¢ llle 

<Ii(h if Ihl Ilit l 'll*X I'u I>~l(l~ Ii ,,(' "I l~ '. il Ill ld ,ik i lil i ( I~lt Itthi r 

tat'I rff- If , l cprli u)itIIY fi wIto Ir c( If I(it l s c ,i difi II II,sll ii<II. tIf1, r1 1f'~ s w(iiIII ( I ) Ili~uid, 

igritill"- ,tldl( lijili So."ll-titilh it' T )p tici p~roduts- Is ;t:lodlll r (.'ll 1)11 
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uniforily acro ss hro ad ctmmii dit,.1roups hy a , omiiVt:Ifter('utlt' completion of the adjust-

Illn tto a svstemii I 'd , a country is1)rnid to
t rlv ()ntariffs. I;ilhss itiiiokes Article XIX, 

this ;ariff.Itnhin(limi t tarifft Ilt ,roti lated ilthe (eneral AWq-- lt, paving
th s,i- \ stilp i(' 

,
Ul fltift.tllte hr If-o tt lt ili Siftflr trif illqretaliation. The hasi, tariff is,,quite
 
iiitirifll itill rIttraoe ta ifreductions.
,;tl,,()t.ilt-ji, t s-ll),tWtrII il1tt tcglitiatits (,if 


A" it I ', I,,,l ii jnt t- : :t,I lt IItIth,,, i t s',Ystem ()faliist luniversal
 
littltariff to( mtill,,-l1 1(i(;l ()f I ls, md that at i latio h vwulifor u
'i,' 

il. i lo i ;,tittiffIt ' v,l ',c mt ill isirl e pw;fvttt imt port relief. i t Xltm i lt;tI ,).' 

rut tilt, i ti wl i I()r ,tIhtll L titfIt . Iii l s.
t fl t t il 11 t lt"ltwtsuititt nlm 
'rt()),'fit.ti i hiiIttit't t +, II(' i is rantid, l tfi itiv il t'l it e i,,dlrif 
a1y%-,\;t.1 ()fk,mtiitIlilf", Iht'v ]I- tst' %%,t t ~ ,lii11l)f i~ tul Ole l iit
11Wt, i l t it+ Iltltlt IIt
 

tifillit'l h) ' 1;te litihWlil ,lt i ti Ii
 
-
I+,.t,.,lltillwt,,m ;l t,XIX iil 1 ,- fdt lt lt,d itoffikltIitot lkI.ti lid,,t It ltot,!ll ~t;SIf.liiiw Wll ll]11tl 

(t lits f %tlrtti 

l t i<lfts.l itt . s i( t ,, l" t i i t iI ih tthe i 'lI,a c( luiii 


itiftIltkt iiilo Iwl itti 1; ilit ll ' tit ,s(i tvte altltlinlined 
ittatd witlltil tt t ts ht i iirl (< chi ­

iti. A t t! ti Itt t 1,,,(,. itttt i ii, iit A t'li u c a
e\etid e it,,tii co\:t\ l ivii l ttv siu 
,.,
t ills(,iauoliff ill ta itw llt,XI2n ili d ii i unlitwtahit for lifti lqun !tw t-;lh(dc1o t]iff. (it itl oIf >it) 


ttI afr thral ,p ilrl l usr r -, ti(, nJ it ta iriffvmll 

, 


orlisthe. ecal t[td ttci ,iti v -xtls c 
1t, a to (s the re s ili tt\ ti, il Nm iit. i tetrtilitry(t.(ItV'0,all le ', f scItfl a it wih ia ti m ildii iic(tt i 

till tl t hae taiffs.; (Inthl i tll i fstictklics iffet trats
it, d thesill ititt, iitilifit .cin
 
s sltil'I with th talritiiiitt t i e tUhiltariff,a
sitem ii ffi"V tA] tii'!i ttll t l tf ttv 

)I<,llI <tItkw its<;ilfl' a in I-,w IIIII ii +,.,I w i v IMilf,mI I,, ( tId I ,I)rit' ,hl( ) t lhi ,pr vwxtes.,' C nli­

'shaeimllts elr'led irothirt h i tuitall why..Atlel rtllet er,wiiif ilt ii)ttltit iii t diit ()f 

le t tcelitild i he ad to ' l' i,uit r t ii lfl allfer lllr'ff
l c eiwd et I-, ,ilic v tli catl i 

1 the+ t l ;i , t rif lit ! I
rO.tC111ltl prodclt(t sublljet textce m ,llil,f lttit<livtrllll(lI~lls 

affeted+t ,id,tilt p, lalifl(Ile, efxcess()fIlit( expo(,tiilq countrie's. 'ft (dIlui dlihlitivet-;, lie ()f .
 

ar arth f ,lit a ctistmiriffttiiderite afe tlard.ti c, ouldtt cml itiiii it i ,i iths iiw itiii-i Ip vi iol
 
i spirit t ltrilS iit, t fitslmlei.t
-itiilal itt t tt rit r A\rtMcl :')(colti t l A lthlilt. 

i' iitt ttm(,It is tiderto d that Artice Xi:2(c) w',ii'' hett' \,tt,tl it af i ll,whih limits it
 
toagricttural or fisheryi i IM 'tit ivttrlriffi i all
,pridtict ,rutWs Ia t( ilip' sthait p. cial
 
eaitijrl irtoi it tfit' (' l ,itt il. ,\rtict t e rewcitt\
;iofis are eliin nat, dLi iitiit\ ctld('lt1i ' 


tpll regarless awi wlst iIiit, i e ,imtti d 
it.bour d base tariff,-. a hit s stir i't hA tT! 

so as to all tr aide f ,c'to 'i%1,i it t tl trrction 

tlici thai (IIthis s t ,'!til; ,t ii >tut ,S 
tariffs i.saiptliedls. (lrAriice XItX, ilc t t'i it 1i i f (,is(tur u tsll'tlti t it ilf chali ilA er the 
tL(cI liv(l of cti ,ilv(-t l c itw th(, tiformostesystei tuipreht: iariffililiiits A itiivioi htt n that
tilt, rnarket wiv.+ ijillr:- ,vmildl ii ,d ill ;I n minsc+ wa~y.shlare+ icd.for he<<dis<il rinlil~lato)ry 

Refe!rentie couuld he lm adot,to wiiltel;1l folill m(q
Alhwce Xlll ,,llilt-. :\ ltvilll ll t ai plpl . 

hAtqu t lt lI(ijlditalt, \hih shouldtion atitliit tl stii itllltry + 

he 70loved tor(.r to .xt,, lh th; il a l(,will., clihml foisAc tard ations
 
,licc+.rdliq to,A+llic'it , ,lY,. ,:ttt h t, at a tith.(.


, XIX 1w ~, ,\i<'l:a~~Ol A\ltelrnati\'ely, the 
artich, t'mlild iw(lmlifii' llwt limi(',I :l i,lw<lpte)wli"v'l (If itlj,uv, F+ori e (d ' i\.dhefiulititln 
e'xaimilet. it tho'eli.tl,. l Ilw,'l' " ' h~, gi\v ,li1tit llll*V-V.,id(e11;1.,; +t.lIhlm H i liltmrv (,nC petrspective 

iim ititiw. it,: !to ldr<, ()f pm tllt i I qil! 
. 

rather Ih;.!i iiii l;llali III(' lt'tOr. Il ofproducts'+(Lairdl 
iand . l illi <! Ill ,!.lV ' I'.,, w iiiilld heCAiY Ill ,, tlliff l v~ llli a l during the 
m lijustim '1l (,li h (¢ r1till l+ i p:,)!! <ti<,i h~asedt v.>dt indck,' fl( ,1the f , c to)nc~t l onltbo unifo~rm 

tMtiffs. It i", exlwttt it W P i ,c[I 'i(. , s\vsttfl'isi:+t<. )oLlnd1('d tll 1,11l lI lti (11Of il!i d 0111V' ()it 
!-, r r(n,fh~r now 

tecte~d ho, n ,milift, ri, with tilliff c'oItiivah illIS 

tillif, lm F~mvifft Ilifi",,imid~Il(%id\tlvilpw at, I,l all I)i+(dlhIitSpro­

uiu1LI.W 111t'hrh il)ltht,Uniform~ b~ase tariff 
thatlt (o)ili11V w miu!ldt(If affor Idjlutil k,.Ille' lievw Sys'teml. 
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Countries mlaV' to di teduce tih(evwo rt'l l.ur-'s to idjusMettII pressure that grows

from lowerin1 , e'xcesS tiiiffs to the l,,vel
of the hizilt base tariff over timre. In this context,

four types () li ;ilri irl, piarticuHIrly alIli>hcihIh to avoidance of tarifficatioi disciplines:

volmlitaF\' 'Xpimitl it'sti it ,stiti tIitllin l lIlilli('Illelilts, i(imll, StIC -t5is oge-ratesilis, il(I (xCtiaiHliIiIIIitt I(II,J:,. tl:-is,-ed, ill 11h)lqg"lTIWII likt,t\' sqi~ltificilulct, w,'ill h( is. tillt, with ipt)ssibhe ways 

to~te cmlvi'- li(t 
i ilt ilitlidIt tlt)se li l I'l f i i ,+; tsr l-, ilt" ii Ii , \,oiii he tttiN' t tiled'lIlt~t' t +i f lIv ti ltiii v t raiVoit 

rwsltrliiIIl-,I ,!-,-(.I,%I<)h('0 1,1lif,.ill11lj~l [p+it ill illiI~iricutilir<nthw hatve.toatl, 
 lwe,:ddh'e.;sse
 

hv ; i% if Irll i;w': ( i h isitt , I v It'! itu,.iitll, o + dt ilpac ieral,i p ' i st. ,, ,I , pli ,ihl(t li 

ploltsi fll Iill1 t li lti i\\lit ll hiv t, - Ii(-Im
ii i-oliitAtli ' XVI i rtl' Ilihitled, with
 
ihii (;N iT\vuwtitiitt iplv t hisuonl t'itll ' I
i it l uit '; ti '(ll- \Otrldrint 0 tcltre.,.l'I"-,,,
to iiitt. - Ilis-ti (t I I~ (' ,st'li1:h,11 {tI'lmexp ) tI'ti lli lt, tii)i its Itt(tilg part­

!i'.ihii,ldti 
 I hi iiili s l ih' l lXp It 1tH )tilltS. 

to?il'Ita S'iii]t~tti t ithh l\iii li Ii 


in ult tl l i i Is) I ftI'i \ .liltli tvlotid 
iiit'It il tli t'l~tii i \ i tiill, l'hlittlitiitl)l is i't theotl tlAifIilldl\l Iff V I filo Iit ull t~ot 'lolit stipIIl ti tIit ';t~ito' ttiohillif ulltrliriespn(), hi,. yitas.o. si ilt;_' -l lt flillesi fli Itit,MsilIt ti:, t t it itit o le) l lot t elitli S 

i lt i t i+ i uliii t it ':-tIi t ' th il vti ie tha ,to o tIll l ' l ',itei< f -- ilvi i l u l,n 1ill.
 
lciol~t It).rt
lit'llltl+' 
 I l't '''iu-, it it foilt'iicu' l ' lthril iseliltit ')lti its ' ;l lit'ttei'ii 


l+i .ltiltlllm imtt tI.,\ jih i:xl f l rciti 
' liii XVII) a llh,s ;I;Ittli tdli' itililln just li i­
thl,., s t,'h ll id.tl l(h 
 th ipdi-t: lm tli 

l l i itil ilt( ('ilt il. ' li ,mt leask lly it f afe,";\.'is ,, iii hs .lt ,
,f (of Nt'\v Xc',lalldI. mlos+ttq ( t-, Ilid di:ml ,'Xl1, Ftmllerllo- ()f tilttradet inl 

A~lh,'m !I th i ltilsX i'"I[I l h(IIIlfIi' Il id. i\tv i lit lltillitiil , ti ;lilt tladilg lt'l sttses u
 
~ l+ 'l.-Itil-ist(l t ll lilul f ' ttilal lit t' lli t ispaid l the
l I t I (,it 


!i";(,\ illit lul til Ill l~ adil 
 iV'llielltiVIt)
('TT ;i ll:: ,,. Ilul, itcm V%' imnposi.e
f!')mitithill!ieii. !I(,hi~ '>!hl't,i ,I,.iliv,'+:()k()ffikiaI; <l+tlt,t Ilet;istiw :-m rm ,id('explicit
 
, 'lt t lhs.idi(,;. m )s dli:-,]hai-,
+ 'fci (;..\I+'Il. I,,+trht-iit m itiatlcd kwii'st~d (ittht(tlilt lprracticets 
Of[iartettladilllR tH +! hi+ti.-" hI(vtlll:-mt ly rwillize~d 4flic'ialT ' m~ld)l1ldY ifIsp -1wid'ta Illalt coili-

Ipliltts;are I I wt 'ti
t ,, ') I ;mYt il lit, v,;N F'!w rt (sfA\ltic' , XVII ill-, sim lyltooloh ose
 
to IW' ()f rVI'ltv,1llt.
 

wh., i,, (Itl e I fill oih.wiplilw ) im1slaht trl'd 

;!:ralR'Htt I th' tll.t++tfsl si,.lit+ tilt allie Nvilv ;i-; 


Toh hktli. I,,+h i.+ tw(( 1'e'tt,'I ,ill 

,'Xl,, ,ill ilt+-lic't+Ittl tlscwhere shoufld go 
V.'at ('1illltll;tfill+4,.,:lmft still( in 


;ml~l~ 


;I !()]lI' ill tltliplicit s.tdisilis byv tllill, ' (i'lktri-FIailgricltu'_re. 
illlm~\' i~i!t~r+:usl lliti'm{t [lllt)I(,difficultolit~d' i> illmlt, ;itt, h)I 'entfAli outright 

pl hiti <,/tc !I/tdillo, ,illerptis('s ,.,'li f tt, ild 1w I~<f~~li i!d <tvrtainl\*v ,mldlbe the logical 
extenli ,i(IfC,()Ill,l'Isi\'-til;liftiC;ItiollICI isVo11lt.: I )dlilbitionlLunlik. it)bo., poflitically 

.
('(sibl, + T1ryinq to,di.'c illit'titl(,t1lli ( llt'lt is.;s tllrolt i1 detaihni rifles (),It ;ItC:Otllltin1. 
11ll,.itll') ({( vl (41tIltIllmlYV it ' ls thcY'calllhtdl I l iscl?( li fillit'i he'a.SSiqn ,dto) fulfill. 

"Fh.e l!(h~l~.'it~lti~ l ilt,' U't~lr{st~t'tth 'itpet;iii~nism t Ithe :nl)Ort sidle indirectly
throug~h hihldilii N).bt ,wwill," fto! thli +.' (R > ltIlld('1their H ll(>.I pauticular, itIptovisicilt
c~ould bc';!dl,h'd:\Ili: le XVIi tht'. that tI,, t() -ff,+.ct I p,':'tidif rncelel)i't\Veell the Ihm-,.k.,rp~rice 

( t tliflF " 
shoiuld II0([ d'!Ih' l'ttlliv;lhl(IllIh(mul,. hilse' tariffs flroi. iml)S 

,(11(the, (Il ', I%]Hl(;l t ilh pi(o Illtd uc s tilldcl 11(tht' n) ( )f",tilhe ('1telipri.'-e. 
t'.,( (of111(i pducts.
 

l lltI, slllosidih. m(.,1(ilt't ,,!sildct 
 lot\ Jfi( lulvrentillg 111(i disciphnics ()f tariffica­
timn. As tht,, ,,i l~t, s!l thea cGut, at 


ot; re t~tim iin(, llillaltiolli of exlptm t su sill 


lh l,: hipe 1 1111S ,\,,t, v leiist p;,atiall\* un~d( theceffect 
l m~ltulI~ilur,,in lu t h 
 iis. A possib~le 

wit\V Of diiffisimu this ptotltliall lpinblh'11 is b-yaddinl,,a (1uanitititi\vc limil () itmtmstic suhbs;dies 
to ilh(, ,.ti-h,1I. Ih 1h)r,Sltsidiws C',dt-.,,. hlr-llit .-kiiti(s ciuhl 'xallhl:.b(, linilihell to it level 
eqtui\,ale:;1to thtl w lq ,Sti 4ittiol iImilinial tariff le,,idtort-l , dUCt il ,questimi(',ll'san alterna­

71 



tive, subsidy, limits could t'bcexprcsstd il tCriis fita reduced version uf thc ISE ireasure, 
' (Muii)ODIIlt.' CqliVailnt CoUldi4 

as i flercetit of vilii, adtd for ; civ'il indli.trv Or Iiri t,Iditnitt liiiited to a i a;xi niiiI va teC 
ft ri ll coiitrief . 'ilt h , i ttti ti f 14 t tth fit iii ( t)i , .td it lim it the ill­

thit is,it PSE stripped of its R O TIIC SLthftidY ixpressed 

scIi iN wtff t N tt tf\-ftll,1.'t, o~f dot~ llw sti( I ()lq,tt'- ttm del ()\%c~ it w,<,t dtI, t)> .i t\tlliltlt ; i lL+,Il t,S, ' 

tf iti tIdcisIv 'u i if¢tiuttit i i' it.it tqt f ind thitlr v't-r-pill t datnl ds fusr haii doltti. 

]f i is fitdi iite sit l imt N i ffsOfitieritl l i lil t u ffll t i i ifuuli I ft'I cut--(t'tki I, 

au t is l,'ti i ,s il itit f t it-- I iUi t t ftl lt i ii ti t li h (tiitf tilather
 

tt tt lt ff itutfs ill[s i stsih usllt II ;01i1 it tit ft , iii ltitift us 1tll if Tt,lu-ith, en 

lit hixii'ilit , uvuh t \ tist tf iiiuui is t ilt it l.a
iI IiIdillt+ "ittcl ufl t s. ts 

Ivttt iIi< I -IIat i- I Ist stIIit it srei iiit II, "it tlt iti tI , tIit i tI t tf iit siihsi ksIIttIsc !Inuk('t 
fit t l-' 

f.tit,l ifiti%lit it ii (hI fI tIt)Iit "11),; It f If, ii rilLftIi it 'ilt , ;. A" di c tissed ill 
i ttt .fai ' t iIi ,iti it t( i\ )I t ,-,Jiif - iht,' IIhtluti t lt Ii i t o i l tifti ;l1w iu lntifv. Also,
 

t.tI llt q( t> f~' l t+tJ [1l !:dt d( ftdt[]v',ltl tItll (1xi ,tcli. hilk~s c oflt i, t ht tYi.
Ili ilw ! i ; I , t lim Ifla 

, ttrifiifiii 11 tltt I 'iifflt Ivia(fll , it u : isst lI II(, w ill Ilse Iillm-11of its
 
im l+ talw ( . lllo +,'. I," tm[It)ll di++lik lilttI II tO w l t' itl, lk'w+,littt',i- Vw,' it e+.d(llie.stic slthsitlits lph y
 

t!;,it> rl t ithirts . (()Iit, di-ti ;\t fixxt'(vpil l tit tIt-t iv l ti ttl i i rtlstiv1 i t iiit fur.).,1'\ ll I l ;L.1r11 d(ltliiuM 1C')tll ),id~i(S v+ lt dt Ito Iw, flutch less oftIItuH W i. itl t eic cl.t Irt, likekI an+ 
' 

(Xui,ti lt,i nl it ii) cttft hi 't l,Itlt llluit ititt ijh Il i t l iti t t titfur ktstu wefi i l ariotl tt l .t 

T his i 1he Illi ti I ll fill.t ll )( fi ll [ [tqfs;1] C;I]] or l o m' tll iffs. :urthcr-
Illt01('. its 'It~llo'll itl ,+)111,1(rm 'tl I iI 1'11ll f<'.I. w,:htikv 1%11,,%-11r)ttict hartrierIs lt trade illy k, 
;I w ld[iti\'(.I.\' lI ', (io f,M+)I oi l 111( ' i%,I 'sdIf) i]lii+,Ij 111+' <II( + .1 )%'('rlI l w llt . T['hw+ (.(),;t itlo tlit 

ittl tt- tt 
' , I() IIu;ikt i2 (i ilt+i lt'-i( gt ,[ IS d l ", < ' Ottlait , (d icei tl iffic'ltti+) lii coi 'llvelitt~ l th[it 

Itr t htillfl m t-v-hillt, h~.t ,.t.. tiiti l,rtt','i
I,,'I)(, I~v ekl owh,,holtiltd litiffs.. I'llall%\, 
,i,lkl tI( , A lilll w lllt]l I w l clu ix( I +i,ol)- , I ifit,,)"%( t id illfl tvd o9\k + I-o(vi'tl tnt1. ltS it im teC_ 

Iii,'(ttd .trud\iiii'i,d( ,I,.itl ut ii t i off[t t dit'11t;ttttl:ett< t tet'ut 't c xcf¢',tt ss,iiIf[ tht to.,tetf+it\ iis it.Iricis',I \v,'tisI (tit+i If ) %',11(iaiii>t tltt [IfI 111111(h m ist ill t I a ii +il!lits. tlh 'rct 

It~ w l( l il'I It I l l l!l ?vt'f 111tll 'i t', v\%i I fII I f II IIJt Ies'i't t If'I ll tlt s toI l ist s ll )';i ~iIt, leas+t Ito 

h ! II t II h l 11 1, ;l tI 1"II ,I liliIl it~li ,. t , il il l[m t 'it it t
, 

l ;~ "t . lI !ll c' .,),itlies arc, veiqlhed , 
( ) it II llYV lit i, l , I I I \~ialutif 0 IkI it wi_, It )I t - ' ,l +();ill i(,ll to) tilt do(llwtStic. stl[bsid v 

R(t m wh 1:i<++tit+ tisstle! +1il t( [ tI tIiI ' . It (i~ lt>t)I <"-t l~ h)(i'] (- Il p()rt'+ -Ill m]ajor isstlre 

tinlde r it s M.t lm o+ o~l )if Il ll (t !Jiff-, i (Ii w h-v- t :.WtrW" , IIIti Ul Ili d otlll OStic Stlb . i di~S i S.Stl PS.HWY 
k',, llw wtttffhi (i'I 'ld c(',titlI I+," - crm lpli l,I t,till 11 lic'O tiltiolI's m ittsi( of the. ()"VITI oi. 
h),' tislitc seltl, will iI1,,d , flit CIA.F\1" 1'( , ,tt t.+,h I .diSl+Utt, SCHICttle t \vithll OhWG+.N1]7, 

7 ' cturr:.,!it I oc't(!mtlt hi+ I+Ilt' rmill I' - m 1 tlo r(- [p4l This w )tild( e( pei% ().ill(] It t~l [() m si\ve. llY~~, 

henlefit de\'etlpill, cotl flltI I(". , % ck l )I Iof)ltil ., it lic' illflullt '\vlt It 1( c wc.t,:els their post­
Itio.l ill dirt..t ;Icp )tiatti( )1.-, otWL-irh ()Ifilh ( ;..\TTI 

G]ovrm ucilq t attet ilti'itti t(x-l1,11,4ts~I~Ytll m ani 1 l~ 1 ItP III()dth'l [o) c'ir'till',,tlit the discip~lines 
of tarifficaltio l iltd;mi('XI~ ,if) [ ]I~ I>t t1:1: ItIw sti tialthsdvi ll )>+l]iw ed ill !\+o' domlestic: 

"''llht, N lPTI )till[, tiwi t Iq1."Fl'. tH atl .,. !ll :'t, 'i + , ItlpI llt. I[ , t Ip ? I ( ,id~ d()t - lli( ]+ I.(c for like 
,+ <fpttdmt Is,. "+,ti+lli-, ill flt , o f aI1p sIi<m! I'S,[ ,+11i , ,1( .+lth ' t<,q. ''Th is is+di ,.scusse illil ;( + [ 

Intlrwdeki'ti illI'I+,' ­
,,,",It IlitaV h(.' ('o lj'il-k m ,I thatl tht' \;'I', tillt, 1t I], (", lv ' 'It it]!( plt )[( .(tii+I+tralci+ itc<.m dIdt Ito Iilii andl 

thlose Itol +tm tl li~ i+llth<+ 1. lit.t, f t 1111111htt~lt'l lit vc xi1l Sub5sidy dispitltestl ( .iUl ;1 , 
botwee IIi t -eI Titlit'd LSt~tit"+ Illd !tw 1.C. "]h ' a'Iplit" Ilh)-t ,,,+ r I t to', (t' p)loth l,'lholl ;tlll prloc.'t sil. 
suil"Sidit' , thatl tlw [' IT ++ .lvt' I t ,it.Id i kt li' h I , 1970.", 

Swillt, slp t igt+t lls- ()[: ItTl,,+'ii+,l he}It'~(.\ T , ]isillte-se.ltle wI ll [prow.tdurrs. all, ,.oltailledI, for 
cxanuilh,, ill 1Ilttutle flit [ltern~ilioiii] l:.c +tonit, ;m <dtht.. Instiltulc tot k vl ic'th oil lhl ic' lP licY' 1988. 
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subsidies, thit is,without ad(liiij )rvisionsro t tilt' (;wlleral Atreintei (,!its subsidiary

codes law. This isiiol
itt denv that Umiisistelt ciurreiicv iidervaliiatit)is or dcpreciationis that
 
aim at panii a (ollpeitive trade ';iiviut;a. (lic St'a\ert'lv tlis riittrade ilows. Thev cail indeed
 
reduce ilil)trts il ;I masi', s , liiim ;it tit., ile liiti ,Iiwidl,,decii,.vt, cxp h
av;laies ill t
 
miarkels. For all preiti iI t tilt-'v ; l iiiilol tllvt'i uiv iliit tho ittiii iittital ioi ifiport
o 

Int.. ',k hrd lil1iitllf t s (' ,lo(,, : , i t ilg
tliv!sillidc'X-N l ) [ li[)p iti\% tlll( )Il (-tXlll i'1II;I t hil 

r t iiihisti I ' t, i > itt im'uIi tl I Lot tOw w 11ii Ili t' s iit i[-*) hm ilertatllut1th isIoti
 
()lI\Y()f tli ,,. It li [pt~lcll( ('( ill Ht Ilt[,' I " itlldJa ltl
(e(.itl Jlh r s lw(t-ii 1-t\V,st Ct. ililtllV 

ilsu ,iitll' d .t ili itttlt.v is ,m lilt',Iti l,is lit( t ii
 
Isllc trast it'(i'il\t ti tithvt co is of the GAIT
 

l),h t t ( e il a 'ii 
) t riltlstJlsi t'ett'tl '.15 11( ,illi t 


(th ljlh il t lii'(ti, t(i 8 ouldi ;ti1 ii Ib tlw V kIk es
i, ll v lw i It tl t+ I r ee doti
t'Xl <,i'llw tli t (tlt(m ()liwm.'i\ , ]( d~tc(w,."Iw<tdi'-p[)lat llst (if t l , illit 1I t ilwh<+ite l ) ittrfitislaite 

! :rl , (.ill ' ­diitl.(t\ lilit(' ,111,, ( (I ('O ll 'Iltilti()llvst
iu k[, i t 'x V((W(11%, pi + I ro)le
 
[m)the(GAIT] S% l.l 1 )-t f i Iif ,k q IIit (to,(,
IJli%iwi+)it & it IlIiai\m k(.tlt, +)Iit,c( tn ,,-c ifI ., ICIII t' I m)se, 

. .? ]ii t]1,11if~f. i l\' 1 11 1 ( )Ifiliffjc tt[+it. tA i!( 1 1 t,11""dI,+'[ i dI-V k I ill!: ( ) illt[I( 'sit )ti lpetliltt for++ 

ii itttit V('Iti Iltt 'ttt , li il i ittli fit t ili i %ill ilipe (,ti i)('l iil t.t' l <'it tu]t idrt.-x; il i 1.i a r 
+ 


IIit'+! lpi-)a t 
)I 0t , r 1111( ititt t Ii( t x(.t'(i -eli 11-Iii l ! 1 ti (qi +l 

1 11I \w.t )II it!i tII I it ", - ti'm II t 1 c ( off mta tI I;lIwi litn ;IItlot v cs lIr 
fl w itw (, I'lit V i it i', I i t.aII'i:,i;li[ t-t 

+
cm ItIItrI('s k w I Ih;I ffja i< I , 'I I" iit' iwtflili .'tf< ai~ IttI ft'li toill 1 to, fllv t't cu Hold( w,,itht(ttremiitv 

,
iil lt '11t t lit , ti lit ll(.%%I Illhd hd('dt ildthr iti i rli,+u tiit' I ltsMil l I +'.ith r\' txchali (,I.(t IIIrii , ;Iti,t ,t -1 11,I, I) - I,, ( I\ f1t 1 I i IIiiG. ttI II +; Iwtr IIlI Ih~t l so a th ilt un l1 )1IcII'l
 
I , st(+ >+I < t~I ~ , xft1i+ t 1.1!l II t it III) , , ~lIf(Irn', [i icticet Il )Iiii l ites Itt it(
I I ~ % I1 s I t)I I 

h cxlj(t' ' ta h<,tliai ilpli<d it)11~it.1111 '. ,itllJhat K w t'l ;1u1(]!ii\mal h i l, t ( il itcd .States 
ill w ( (-fit I, ti l;l:-ft)lit, p~tiJ[wt , i lt,'l tf~tli ti) ( l. rc"sltili, +ritlt p' tIf"' %%;i% ft Ilitml~ 

lillit Iv~t\'im -id m i(,+ i,,,i], it ha1i' Ilk-li'd ml utl( ,(t\vk%lwt~t too), i 'lil lthat iu ( 1( .11ct~." i,
 
d]if f i c'tt t , li tilili I tIt il i \' l )l('I t )~il ]. C(' SIS L lt i RT , u d e'r',la
l~ w Wi~ ,(l J[ ' lt Hl tt[ c h' ( ' Hl hla­

ill +,s,1tW ith O III 1tl'iotioll w,,'!l'\eitil~l' jedtd t +l i.[ i +tt' + m t 1 t'l:t()IItlW 11't ll ill ittlltH­

til ; s"'. i l, a (Ict fo[I(\ Ill mr!ii ill llhIlldr
 
illip>o111,,% t1'11k.11ls ;fist)
t illt-d l d whtIt'llw hilt, t1'-,,llily,in tswill et ahoost fr()ltl!i.iS srwi l c ( oi~ tl- ' , i;lld ml i citt ( m1i mpi e d o~ ThisIIIII pl . l l +iw it 11 (hI1s I ii + 'itl Xe s ill ( , h+le w / l qo d s.( 

r1 *iII1(Sttro(lehl+ tit Ifol IIIl%%-fitltappIeiwr< ( <!'-e tI-II I1)wl'ijii-lIiadc kiiil(m i+liles, fclt stvdh Iiikt oIII K((areiltt V ItlIt( !ItIt txtItIltI uII at v il, t'Iti11iu ittitIC exallilple.i tr )il ) l;'If 
.uchI tiX ( s it'htA iWd . ( ;A\ITF'+will ieti's i m\ fil'itc~lml la il ol wilh tO w (6,NlI"tlid crth e(lprov i­
s~i+. '"linshort, tlict (~,rt he atcm
+ ,iA\rtich XXIIl tltl <ipl tr to) llllilig,iea.smlto s ettle 
the exct~l~u t+-riitf, atllttilihllls h) A.t;il ofrth(, ;dditionl ofis.itw tliroul 11he t cei+(llllit 


a IWW or~d("
 
'16stli Oil, r~fo nriprop)S,a l !,,t.4fe,p st y c onslis.-ts has ic mle
mua izu!. lt ttcill th is uld o f tw o) e le nts : 

'
+
c o mni cherl.isi e tarifficatio)n a nidit !)r l(hiitionl of ex p ot su bsid ie.s,. r Itok eep COU lntrie s,lt I i o lde 

,
7'Market accetss cainbc,(()fiti( indimcl \Ir ;its hnl )(irt-( indutlsries iti coulnrv
retricted w( timei, Ilht mln~iptn a+ 
with ;illiove'rvalued tcX(Lhimilit will illiplm i(Ji-liflt fott>r lprol cc(ll(' t lihcilmmlelnt re'etilv ob.+iedc
 
finIhe Lliiitud
Stiales 
7-)Krtueer, S<'chiff, im Vlld(s (1(MS) ,,iwthail t ,n11p developing.,.'tilinhiew rlalehs of litanyv are. .Subject 

,
of[pit<,lh at~i ial,txc'iiqif rcc, e't
is. they a, imh piicitl\ laxed.. Owtw~e l,'tl 

to high tpo.+ii\riift-s, i the ()ffJ( t c, hillbu iitalivt, troicc ion, that 
itlh. . xchii anlet 

; It lmiaYhe added thilt 11111ltip~h, cuirtem v iplacti(cs,.el,otlpo(,,d to ailltmidt,rlvailtwtd te×t'ige rate for ali 
trade is c'ap~tured hv\A,\tich tch piraloices tcaii principleVI ()f Ili,, , 

ISl.\ fin 1w' twmtit'vailt-d. Seoe life 
,texltfM\irtick+ VI ilii: inll 'ldi×1, 

"The aippl(toa fe ! s k< iltli~h lltit 

iind ithe larif hiih.-!pwtaiH,.iI 
i sotilo(,i I hi t to, idenlticallho), IlW ()lit( lhi lrIM~jOtdilt. ,tices for 

the Fluture 1988. 
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from circumventing the disciplines of this reform package, a ban ol voluntaty export restraints 
and nore effective tiiles of behavior for slate tradill" enlerprise 'seem necessary. 

The ahove pctkaqe has several advaltages )ver sulch alternative sutgesuions for trade reform 
as bixilig overall plottotio level. Thie retwri proposal relies ()it well-known ('1,'F" instruments 
and priliciplis rathler tati tltrilled olic, ilstrulinclits or ineasturentert Iehniques. This shotL!,; 
eise lit trilisiIiiIIl kj ii iiI ilitl!t'ities toowa'.rd the find':l objective offomI illldt ll. tli 
littlin [Im iivtiri. Iitertt'ieclc. 'ilt'effbll to ilcpir tt, ;ItC(Jicll)!Itely liew approacl such 
ts .. lihi ili', (.\'Tl1 fTaiioll%,urk cinbl oil deitdllck iw(etiatio(ls over measurementiio (l 

tinitilt's iiii lt,ll s.htl illso ('st lili!h t slicial cast, for agricullure, with all the negative 
I isIt(Illtci's ItI;,I hi reji(tl well tdis lsse(l. Ill ci itrast, i))tiitg for the refoirt proposal 
otfitliild wlil. 1i 11 I ii% Wer;tIe arilculture inlo the (IT friamework. lifact, a major 
sttllii tlh ()I H , ipl ( l',, ('010i- lt' ie it, tilriffiatio l, is that it(oUld easily form the basis of 
trail ll %%ihitiii tlII I;NI' firidl )ods-plodltciiigol sttors, iot just aqriculture. 71 It couldt 

b ti vililliti l I tliav tu,,l and hli],ence play atrole similar toIsiili-ifii f thn 
tlie ) h;ill-fh- ;il (" tailf-itlil'lioll id ! of ilt( 'lbkv o i 1 fr aRound. (See Chapters 3 anld 

discu ioii (,f it, liup if Ii iiiif\iig theie for the Ulruguay Round.)
iltatl, ;iiAs'ii 

litriffic ii ii hIls ,)i(, it fi li it .t its al to ;IlmricnltUire: it(hoes 1ot bVlilc licIll i V i.ell ape)l 
itself (lianiiiI(. Uilik(i tltxLtaie't issuet, the (IlneStionl Of p~riceIiiiic plinst bhiit\. 

tlailiII is, iitiii~lii I) wliiciltiIil i)icilits. Italso i[pi'irs to he oif considerable itmportantce
ito >tli f l:is iiui t'lcltii il i ,ri exaiitFirillh, e l.'s Corn­Vli*viikt i sliarp critics of the 
ill ll ,\ li:itlttil[ c ill is belfolt iil achievi.i oh­it tii itlwwell 

jttti\ . lhi j isi.WI, 'lit., 1of i utijtlive rs ivit' 


L'ic\ 'iidiii i ilustalbilizatioi 
<lit slii ati lil stable price tairaitsairiculture 

Ititll i ] lil;irktis dei, I (l\ist, , cti ii iul ii li;d hazaird lirev;it farners fronm obtaining 
i'01Itlli teiii\i ilitji mii(,i ;iiiiisl tI l, mtItli!t aind tii e r i:;ki; tltY fit ,. if ihis is ackti)wled ed 

its atuiarkt fkiikir,, .verctieil ii ilitel rvillti ili t' jtustifiiid. (See a cotuplete discussion of 
lice sl~ihiliz;itioii ill Niwliterr aind Sti.lit 1981.) Ihowever, it ik :1tiestioiahle whether 

ivi'n iitiii iiItrl\,lilii sholild tlke the foil]) iif older tit(i esires, Pl ihlv lhlt- only reason 
Il tavor iiid :nI';isuts ti sIiuhiliz, prices is their low ttatwacti(I. , Sis coMpared with some 
0Of ie, altiiti\'(i ,turwise. suchiIleastires dlo ii seeti i il,d1clhoice. First, tile history 
of the (;NIT( l,,;l lv lshollS lie \,'iSdotl if spIcial setiINl exAetiptio. s. Indeed, moat ,f the 
prodblms vith iiii ltiiil trade liav rstilteld exictly hecaust, of such sl)ecial exemtptions.
Seciiil i. ft frii certain that the extewit of price variability, that iiay still be expected in 
a !;vsleln i s lv leil - )ii tariffs woild t, large etiuti h to warrait tie costs of government 
illtertell.ti \ltilmli Iti il de'wc to whicli wo ld price variability will be less than at present 
is tllicetail, lore atiiars toi e ilo reasoti 0 dOtlt the directioi of ctano,.. iSee Schiff 1985 
for a disciusiii if prici variiiilitv.1 Third, staiilizitq domtiestic pt ice tav actually worsen the 

'fluCtuiatiotis inililCle IfIprice- ail tatit ;lit, negativtely correlated. Fourth, hy partially or 
frlly iiisttliiiq tIe dniesfic tli irket ftoin )rice filtjcwltions in tie world market, border 
leasures worseni tepri'e , instiihility itt hue world market. This, iii turn, tends to raise the 
tpro)en of ptic iitsfahililtv for ;ill cotnitries. Price stahilizntion tlhroul, border mejsures has, 
liother wids,lielmative externalitics for other cointries. This does not appear to be a desirable 
OtlOCtInu frottllil' f view welfare inwxiln'izatioin.I)oillt of gI',itll 

Dormestic or. iiltiiatiiiltal ilisurance shelies that conmpensate for income losses resulting 
frot price itisnhililv s e i to it, pteferable, to hetrder Itteasures from tile perspective of the 

The hii (it (,,xir tiif firig icultiral titi is (jil' serves ti )ritg agriwmtiture til to the sanme 
level of GAFt ufisci hii-s fhat ;iutilits 1l( imiaricalture,. 
71 Quota-liki, varifhlc Ietvi I or siniliir scltiities 1 i u late diltiestic fariners froit world price flttctua­
tiots incur the cost f pvett iug a clitry froi lakiiie lill advaitage of its comparative advantage. 
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General Agreement. Certain mi('hanisms arc already iviplace to dh,d with sti,,cases. A number 
of countries have futiries mrarkets, o thers ha'' irisurance schemes for scle'tive risks (crop 
insurance). (S e Stiglitz 1987 for itshort discissiiii ,of alteriative responses tio the risk if iricelista b ility.) D~olw .ti ,, cre d it Ipl tg ia liS o r sp~e c ia l i n('ctlnte t.aX :OU]ld v iat (e tit(,Irt vis i¢lls aI ,lc 
probt:lems of inlcfu, filictulatim:. e,\',,i furthecr, Dl)',oipmg cottties cani dralw m] the( INIF's 

c'll fielstllv fr x .[illli'ilig sctehit.or the FC''s Stalb s'*vst'e If so1d(lsir('d, tiit'st' iil('hll listiis

Co)Ul+ ,(el ai Ilk. hr il11prove,(. 'Illev.ctmtlhd vt1n servea+s a Infidel for tlt~ tv,+(l(Il.silh c lt
 

a\('ril iil , 

On the Proposal's Realism 
\Vh'tht'il I iIirs;l has tiaiicifleing aildopted during thetUruguay Roundr,'ialistij 'v 

.eltpui< ilr (t its fitlot ti! rlqliii lisestis liticals , ill o Ic ' su pport il the m ajor tr din
 
Ilitit fl. U'llr tI th ill this rs
I h;tr, d\lhl (villi ri1u11ls llalt 'n .)t tha tloflll rii. acceptabilit ,hin ,s twh\<tiIh + ,< it+ c< nmt,4lhtil ul 1t i pilrtici'l l y inmlportlit thlat thw po(litical I),+ e 

1L't i( t i'-, , h1( I rill l tht'Il)I tt itlri )(h kepict 

[w iii ii itttthll tit' f. cmtll5l littiralls thil'i h lfrcsieti 


t s ulld .ti ( a si )poit i h in chtork 
ithiil sialjv(T Ils lor toaivIi r ial 

(5111111I'rt .~-tsJ,. Ill ti ll I ISi tjh(ti'i s\oil tsl relorl Illh illt- 1' -,tl l lv ill Ici a h u at e 
; t ti.llslit is (1 l I i t l tii ci llt (iftc i l il ill of t g i,, s i ltI ttit'llc(- fitS+' los ta lose 

'Th(tilltwlihh'cpj t~ Jw' ciauiltis ,Ii roui-i , ili iilitiwi't)titii l is wIaat, ic+ tith.sc hivsector ­

s tcifi' (CI ;t i ll iii tiiadtii'(illlciil tla h arl(l l ( rtiltiiil i lft tcuaiit lit (tiiips lo i ll 

ull<l( l iJi '..N! t f t i l-is t io iIv It
ditv i - s Iit'it ls (mI ii lik IA t tidhw s,'u ,iitileag iculturflS+,'t( c ], It i ll ()f lllailliitgcd tl Itd('. Th 'I'l( t +I litic ldp +\vtl lltect d to c()' u)llitel thest' spe.ctial 

ilthqt'st Ii 11t , i,1il li ii t (,' lIti vrplsach ad ­ti l(t td Is) m (, hiiI tit, liqi1l,1lItuwo liai 
irs t'iiii,I flw i it' N Ii atllit( t h .- t1 ( tia i ( al iIao+riilti ll ao ritlitiral sup­

,Pl lt ]tia lit ill ll it '1c l ( mt ll i lck;illl s o, llti ill i it isii i lt,ast alssibl et trade
(,()1t Itr'i 1 ".;w i I I (t' ( Cl 1,11 1r i c,v 111111 

rutiri tict T l (litical t c uls, hatt is call tutji:I, iit'il i' iiiIi 1, eit isjditv qr t siiaii.q 
c(Illfl actid 'Is t it ii ajtir taiiifa c lliatdit\iI ,li t Jiiit talds toiqiU. l ,r thiswekpa
lit(got iatil+ ;c t11 illh) ;It]l w ith ll , .1 1I)iifl,1111 , l 1 1111, iql ,t( t[ tilt( N otldic' :omlt ;e's. 

alli til ( r-Ii'C w hc h t (l ItwI Q,rIn' ;illtllt tlitv t i llit \'e iftil l flIll 1iTai ts or 

ialks gt'r. t tisiuitsU ( tfi l 'lli'if i , sacT'ti , cill wltI I tiit l tmti ttu ll ;l a ti ,, ill ()it a m ka e.
[.w's( it! ljjI[ ,' 1wt + lllpe fo~ aiiisi inl still i'Jtll(- lIlis1!1 ls~tlcdI )rv iit v.I ()r \vitc v'e.rsa, " 

;mldtlt'lli'fiiiatjiitt
If ifh %kiiitl
e',LCIid ailtss sL'Liforsad itIA0cll as1 ti0 ide%AiltqvtliIli-, ;")\ '(,I i , t ;tkllinlwtd a' lo:'+s "et olt~s ;in l i 1(hul,iies. Hillt iwi,,oliationls ac'ros.s scc­

tits w(piit, ltt iii t it l l isi, , iCkagii; t ideal ill a!,ric itr .:lhi, fkt erosiy ,l trdifyiglW !,o(liatijl! Illdl 1,1(;l:';llt 'llI ( (,MC(Clt ]lk( PI': i lifficaltioll ,is (h lin+,ed fhove, applicab~le for 

all s jtISlll l md cisi+a ,i aihyurig ill cotld be thisfi v t aii'cti , t tlw l us ()f ile (.\T 

Ift tlls ()f tOlw, ! ill~lJH;1, Not~llnd C d i~roSS-; Se(Ttt~rS ind dr, h s l (i the id ~ao f tI iflic 'ttim . ([ht-ii tlw it ,iccess d (lw m,is:-()i w h e thie r it is Ipo s ;ible to)fin d i n o v\e ra ll ba la n ce 
+ofp ills ,ldt k,)".sts fo~r tilt' ma~jo~r tldlinq Ilit ionls-thIe I jlited Status, the 'I , .Jalall arll( tile , 

iij ]n tht( 
]loss(esar(couLthilldt to>shlov, tihmt ttia~l 

(Gumrls (Irol i c otiltiks ivillitillt]er of this chapl(,r soitlle, of thwse lpotssihle gainls and. 
t~h Rouid,ctild indeed witch anl ,overall agreement. 

The disclussioln \%,ill t'Weltl )ilt aqric'tllllte. 

A w.\ v 1.a o miif i p.', hle cli -ii il i n~ stryu -tr l; i ;: ,f )l j , wl ww [) t ; d u str y,c ou ld h C'l t0re e asily red uc ed i! i nd u]t
WOWtun ,~hd~ il l'i I"t !Ua.e (](,Il '.widh ,..ri, ulturc, whlich cin expect to .gain significaritiy from a trade 

j, Jt d{h fll:+ic:refo<rml thait -l),l nlia ktts tit itll CO~iltries. 

'/5
 



The trade reforii proposal (outiled above would itian considerable adjustntent pressure 
for the fariers (if (:iiiiitries thai are iiliLorters Of arictltural products butILhave significant 
froinjtierharriers. hilli alnd the Ndri' coiunrtries fall into tis categor'. The suggested bani 
()tl Xl)ii slhsidies ispril)ahlv lhw lilst colitroversial )art )fthe )roposal, becauseari,'IitIral 

(-+,
exlmit S;Ilihs (lt'(l,-,yd, dl~h [1()[ i ,.- H m, '11 11. ill.ll f)r e'xallile(, (+'1lOl~tYS ('Xl)ort SUbsidie., 
lot lic(, o)111,,,[11(ii, ,11lv, hl w c;M SC'.,( potlitic'alsN t, th('ir c'illlill;tlitoll v.,m iu]llo)t 1l1tlC'h r.si.s+tallc:e 

+ ­i lii1riit,piii'i is uc raii, iopgus iis tiat lllim mid tiit Niirdicu. [ss l, l ilth( w orii 
t+itm tlh]hd ill Nc. titif ()It l ic'llIttlI!98"7.illiftw thl(, O: ill(Cli tll) , ill 


C m'¢ iH~ Of talriff.',
lilt]wIillsiv( I'llriflic'ttio)lh imhtJll,.lliflorillitY 1111d fle disullillitli[ll g fstte tradiIlig, 

jill it)o 10 fdilllt tii'w i ita 

lw, 


[ 111(1 f Itill'iit isill isiiiiiiihi; iiiauist it w uld suhstanitive 
Ii els ,tt iiti c r ilill llsiif a 

witii, Ili js, IItjiiiiliet (iplh aitiiI ' ilines liplitinain O h~iii\5Iiliii iii 

ilst uiiit' lili-,i l Ii (llt's(I s i tit' ri(cultural 
(Iii agricujltural 

iil,'ii-,.,. ] -hIlillki,,l!'stilt [".i tuidill((li ii +sse,,in v'ii , tisimiliVulcertailty 
;ih,tt1 ilw n e .,i tiil- h lli ;l's t,fiitt I)Ifltltliliiv.Lhere.iii x tii tsi titm c. tofi i di illti :\S 
islitti i llilti.i.l[i llad tiiN11iiei oi i.llfis t10i(li.s.t as iwillpelisltioll frill thl,.ir 

,ilii 'Iai l ill Ii ri 1ii tlii igtriii';ii scti will he solhidil' ullnit(idil-ts Of 1iitiiw. '. a ainist 
oriii wii hiiw(\Ir. i aO alneSeiil 'l 11t1)(t,uiii tiil issihiilltiis (,Xist, ltSi(, i griclulture,. Jal 

tiii ,Heti imd (hii t ,mti tiiiis, fii! ixlililt, face iitiiiierIiitlriff harriers illniits li l wl s ruiili 
t hellilt>it, t ui\lstia. +iii iiii\' ulhxiiiiiilii.v ciiiuiitric, th'Itar actual] or piotential 
,ixpirttis uf;1,tiIeliiit in lhuts, , plill..\ ctiss-s(ut aiifiii priliackageLtit promises new 
iiliiuirtiiitii's ifili vihit\ (l,' iii\ s iliagictillture, ciIld hi iif sufficient interest 
toilidui lli th iii firiii ix ;ilihucllce to aftiiixx uie siiomue forstr 1 d, Liii lull tht( iiv(nr it roomi 
tiillriri it1i.st i lllit i ,i,,giitiatioiiIlm at t]Iidt s. 

liW , thiIT siili(,,. Of .iai;uii the Noidic(,,if liffi, at ftlm th;at mir ciiuiltrics because 
itii a lari eii g, xi1i tit if alg irioitts. As eXluiitt sul)sid ie,a l liil 0 xIitt' iiuHItuIal i i ilgral 

1
titii tO j('i iOiii Ali ictiui( ltti , ilt' El 'C l loes bll oii. l fi( cmiti iid sswt tih ta (,xp)ort 
siSi ,iS ,utli(i t Liiii t 'i ilti itttialt ;tiiii + 

liliy. riYillx,i t ,l, t ,his i, iOt Lti\' 

' W i i i iifits iruterIiul aqricultural 
w , ihi) It( h(4i0 to hil,L'xtiult.IliadJdition, 

(-omtw hl-r vt- t+ \%%'+>l1]d Otll,ctld to tltw ';stejnl of[v'aiiaIcl( evi(es, imlother, 1 mf,' i++ti<,,1 llltt';ll 

k.stiiti, ilti \itiliiI Yhui(:iC it S(,1,1115C]l.ar thilatG*itiitii P0liix. iUargilal adjuSttteints 
Witiuti, illlh tl(,ll iiiti ii:\n,,ricultimarl Po l i iil yeirs would ilotsufficetd I Oiw pitst
tisk til. (T[he,illttt<> ,+f + p+l levie~s lotm ilk<,htli +tl cm e tlsih~ilit!, i)rodluctioii quotas for su~gar, 

elldi tiiSi igIll li flr i10 I)ii s.), ilxit 'siui)<irt itrealS ,i\IItS Of these adjUStiitll 
Ill *tLi lilhill firlilitrii(,irui+i Polic't10 l iOw ill,( (if tie ( i A\ ricuilttii would probal)ly 

liaxitohieiiii r1 10 ts'st iit ili.li S tli)lport cy piymients,xI%(' iniiiscd ()ii i iir defiie 
.ossilY110,,1 t ] icsil aif t rliifiiiiihiintihii lrtdu:tiolt coitrols and marketing certificates, 

as ,tlinid iit('iahiter .5.Althaugh this mtighlt tot iiecessarily lower the incomes of farmers 
iittitshort rui(Kiuester aid Ntlipe,ua 1987), itwoidiertainly caose cinsidlerable uncertainty 
amrting farmers. Ili iiiiitiLiti,wiuiit l uit tany vestecithLewr( hi uiijistii, Costs for interests with 
strolg links toifari lir exaimil( , woulil italpiii(hitiiiii Linuiiiiwiers iiuntcapiL lisses atnd the 
iithdusLries up)Streami dwii'.stwaiii aqric'ultitru I)rduu.tiiii \'iiiilii fac,,a strucLturalandil of 
adjuStiS lltiip re li laiulI Lii0 sli t tO, itediuim run.t id With ii lii,loiss(", hlv i*N ii 

F'ven if c(,rtaiin o gruiu)S Witi tIturagi'tirciltuiiiuiiiity t gain fromta trade reform as 
suig.t+stetn ao)ove, it is ar from clisir who wi',oul ill ill the eidi. Th, iiany complex distortions 
irtroducedt by tht Olmiiioni AgriCUlt tral Policy make any predictionis highly uncertain. Given 
this high degree of unrcertainty, it is uilikelv that runmh sirpport for trade reform will be 
forthcominq from agricultture. T' )(1itimal .IiweVrof those groups with a strong vested interest 
iin the statls (1uo Call Ie ci),H1iiieracte(d only' with Sulfici(ert pressure from ojutside of agriculture. 
In this senls(, Lie situatiol iillie EC is Hot xery differet fron that ini Japan and the Nordic 
countries. 
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In another sense, tie I-(' (iffers from Jalpan in agriculture Ibecatise trade reform, as outlined

above, \,ould give the EC something in agricultiire that it has long desired, tariff harnioniza­
tiot>. Ithas to be remieibered ilithis context that tariffication, as diefined above, rests on relatively

low has", tariffs that are ullifoirni withi broad cotmmodity glro s. (The base tariffs will prevail

after ;anadjustmenl period during which coumtries will use excess tariffs accordinq to a revised
 
safeguard Articl XIX to ease th' tr1isitit a to the new svte 
 based solelv o)it tariffs.) (Uniformitv

of tariffs is tinans of miuiuizinu distortions that are geiierate,.i by differences ill effective
 
protectio nirates; its it reIovI)es olne 
 strong ilicelliV( fur (domiestic sutlsidies. For exall plle,even Witliout chiaugiig the, crent SVsteN of tion ioulll
Agricultural Policv, there wo.uld
 
be Ito IT sijhsidv m~gram for oilseeds if the, F' could raise the 
 tariffs for oilseeds andi the 
feed sustiltltt's, tittimc (caitv;i), (urii l.]llttel, and (citrSpellets froiii close toi zero to a level

thilt mtches t Ic ploteltio level bo grains. (This is not to 
 ;av that harmo izing protection
levels for f("ed substitutes il,,ard to the levt'(curreil!lv pertaining to grains is,per se, a goo(d idea.)

Iiarmtiizatiom of E(' tariffs wo(l iiave corisitierahle effe(ts )tother countries, even ifthe
uniform i)ase tariffs wei fixed ialitlevel much lower thaili those rates of p)tlectio Ino%,wcomlnon
for most agricultural couutotdlities tlodi(ld by the i.C. Struntgli,7siliol ty,the oilseed arid 
feed-stbstitute ittuiifilditY L!
roi.ps W(afldt lt' ie W\'etiietov))( ilti Il[nited States, Thailand,

Ar.g\entina, ,11d Brazil, to itt'ol,,l I fOw cn ttit's. 'tuttrit('heusive tarifficatin, then, if applied

to tie F(Cast', clarl\ iivalidi tes dw tr!,./1tttut
that outv the F(-uot the [United States­
wuld have to i c(Illagriulturfe

Isthere a vthillt li 1 1
wmutlli ti t Stat's adto
lit 'ltt'd tOtl.l afftctel co lllrie \vuld gaii


frm uuiforit hase tariffs itt the F'.' If 
 aiIt thait
Ile an\,'t'r isyes, then' is ,hc sufficient counter­
vailing powe c' dt(.[,
1 aguittlls the strtllgopposition Of tluos(e (uuol0l.)itgV
props tliil Stand
 
to lose. liefore tllrlllll,varitius repcltissitms tf tariff hlartlouiizatili, though, it seems
10 iht' 
worthwhile to tientitlti briefly a bIasic potiit relatiilg to ie.gotiitioi stratey.


In the abseuce 4)1sonut.' foriti of tariff haritionization, the F(' is ott goinq to let tine feed­
substitute issue rest ilpeac('e. 
 The budgetaly pressur, is siHirply too high. I)nhtestic subsidies
 
will contituie, and l)rodiction will increase and graidually displace agrttWittg (ItlallitVof imlptrts

Countries Withi less p)litical and econtoinic ptotwer than the ( ltited Stales, slch 
 as ''iaikid,

will have tt cut back their exports because tftigJhter volnlltarly export restraillts. ('IfTe t' hae
s
 
already concluded a vttluuntary expoirt restraint Oil ttaiioc with 'lhtailaild that tducd'' Thai
 
exports to the BICrtit abtut 8 tilillitit ttls to 5 million lolls.) Wlat all this lt'aus is that 
tile f fted substitutes will dimiruish over time. (Thisec(toltiic vailue of ilte ztr-tariff thitteill 
fear i,. i,itiative to uriig the feed suitsidies of the 1,C before a GAFF panel.)behitld il tl.S. 
If present trends etitiue, itsetontonuic valite islikely tobe zero in a few years, Unless two
unknowns are assunied: a Clear decision by a (;A'li' pmel against the('IT oilseed subsidy pro­
grain ;ai the willingness of the I to abide by it.ITChe basic idea of tarifficatitt is that relatively low umiformr tariffs replace the current system 
of protection after some period of adjustient. Lower rates of prItection intire 'C for allagqricultural p.r(tticts attd the a)sence (Of 'xport suLbsidies Will tieait nutch better market 
conditions for ian traided coimttodities, particularly grains, teef, ai stigar. The keystone
contimodtily group for 1.,.agriculture consists of grains. Better market cn(ditions here are likely 
to translate into considerable plitical StluI)trt for trale reforri that could more than comupen­
sate for the negative attititde +Of feed-sustitute atid oilseed produ.cers. 
Itiscertain that the prtducers of fed substitutes anld oilseeds are going 
to lose from­

tariffication. Itwoulit 
 titmeati ant ett(l the rentts they now receive by beirg able to sell at zero
 
dJtv in the EC market that is otherwise hithly Itrotented The followinjg chan es can be 
anticipated. The drop iultit' price Of citrus pellets wttld lower, ceteris paribus, the profits
of the producers tf citrus juices and its derivatives. Ihowever, since tariffication would also 
mean lower frontier barriers for the latter products, particuarly in Japat, the benefits of an 
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prduction cos,
 
Th'e-virtual loso h ongue arket in h Cwudrieth rdcincsso
 

the wet-cor"nmllnginusr ite United States. thrb ushing down poiso ihfuts
 
seetene~rs, ethnl an mde from corn
rneof other product !iiAfutedrpipois
 

/would fro-m basic input.
. i?.: result the ikey world price: increase in corn, thindmustry' "As U -!i.y 

:i::'.tariffication would also endU.S. quotas on sugar, the U.S.' sugiar pice woul fall considerably i:.:i .;, 
i~:: Since sugar: istile indiustry's basic competing product, corn sweetener productin would become: , :-~ 

lo s t :--.even less profitable. As a result,' suga r . might regain some of its groun ot lor at leasit:-, 
lsmuhmrintlUntdStates because of trade reform. j 

Lowr piceal ranfofo fed st~sittes relative to coarse grains might displacesm 
•:: .use for feed, Hence tihe production costs in the United States for pork, pou~ltry, beef, and dairy . r 

...products might 1101 go up, despite a likely price increase in grains, so thereeaould not be a 
squeeze on profits from tile cost side. Lower protection,rates on dairy products, however, could... : --..., ' 
reduce profits from tile output. side. "' . . 

.High protection rates on feedgrains, together with zero-tariff bindings onfeed substitutes " i ;: ' 

in tile EC, have made Thailand a large exporter to the EC of the feedgrain substitute manioc. i 
.. "Similarly, Brazil and Argentina supply oilseed meals to the EC. Tariff harmonization in thei:" :: :: 
i:EC ,would mean sharply reduced EC imports of both types of feeds. As this traslaesnt 
S immediate income losses for feed-substitute producers in these countries, :the questionof : !ii 

compensation becomes of crucial importance. Internal support for a ~trade reform based on !, ! 

-- tariffication can be mobilized only if large enough gains through better market access can --.. .-,!: 
,be expected in other products, inside or outside of agricultu're,: Suchl gains are indeed very: i~ :i 

-likely, Better export opportunities, in both tile EC and third miarkets, are certain in a number i ":!l 
78 .4.474 	 4 ~4 4 4 4 ~ ; 44 4 4 4 4of products that are both heavily subsidized by tile EC and of particular interest to Argentina,.
 

-!Brazil, and Thailand. These products are grains for Argentina, beef for Argentina and Brazil, r; " :'
... ..and sugar for Brazil, to name only-the most important agricultural products. Apartrom that, .­

i, tariffication would translate into better market access fotles padctingafiaioh Bal 

Sand Thailand. Thailand could also expect to benefit in ohrpout.Snetrfiainas
 
applies to the United States and Japan, Thai rice producers could expect signlificant gains, as
 

il e Un~ited States would- stop subsidizing its rice exports and Japan would lower its barriers
 

In short, those cou ntries that are negatively affected by tariff harmonization between grains: 
and grain Substitutes in the EC would be expected to get: sizable economic b~enefits: fr'om : 

:tariffication, As the economic gains would be reaped to a large extent by agricultural cormodity -,: :•:, 
groups with considerable domestic clout, it is unlikely that comprehensive tariffication will '::,:: 

! fail' because of the oppositionnof producers of feedgrain substitutesl :.:i 
: .Comprehensive tariffication, however, would also affect other commodity groups, In particula r, ;! -I !~ i. 

• 	 it •would imply that the trade preferences the EC is granting undertthe Lom6 :Agreeen6[tto!i:i •?'''"" 
.- ACP countries would.ls] mc of their value. This issue was examied at som e length earlier, 

i hence it is sufficient to~point out here the similarity between ACP. tariff preferences and :the. 
zero-tariffbinding for feedgrain substues Tarifhecation would mean an end to quota rents 

in othcaesBu asallcontresswitch: to tariffication, export opportunities open up ilnote
 
markets, not only in the pa rt ic u l a r, product where quota rents .are... . st, but.....in general. !Expiort
......
 
opotntesaelklyt.mrv,.o.osnwe.ake cesi selected products and~
 

icountr~ies is exchanged forl improved market access in all products and all countries. hs on
 

po lic i .a naly zed i71 he Japanes'e ricea y s tuaadHym 95 iewrdrc aktadTaln' 
::(,,lero! i n  it is d eta iled  in siarnwalla and Hayki 1983.i 	 :'i !:i 

http:would.ls
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APPENDIX 1: 
SELECTED ARTICLES 
OF THE GENERAL AGREEMENT 

Article VI 

/lnti-dtmpnhi. and Cotwicr'ailingDuties 

I. 	 The contracting parties recgnize that dumping, by which products 
of One conuntrv are in rd ncad iit( tile Cominiierce of anlothel Country at 
less than the n1ma:l \alue of ti e l-mitct,, is to he coldemnned if it causes 
or threatens ma'ttcrial injury 101t1ahli>,hed inClusIry in the territory ofto+ atn 
a contraIin( party t* triatlly retardS the c'tablishlent of a domestic 
Idnsltr V. l(r thie purpoel >Cs ofI' hi-s Article, I product is to he considered 

as hinw. inltrIcCned iHnt the c,,nelnrce of anll iimportin, Contlllly' at less thall 

its ntriml \atnc,' if the price oI theo pirodLuct exportCd from one country 
to anlothe 

(a) 	 is less Itan the comim-rabl price, in the ordiietrv courtse', of trade, 

for the like prtcuct w\hen destined fo+r constimption in the exporting 
countr'V, or, 

(b) 	 ill tile ahSCIICe of such dtitnestic p rice, is less than either 

(i) 	 the highst conlparaiblt r,:ice t'Or the like prod uct for export 
to aliNY third Contllltl ill tile ordinary course of trade, or 

(ii) 	 tile cost of production of the prodICt inl the cotintry of origin 
plus a rcasontblc addition I'or :,clling cost and profit. 

Due allowance shall he nu11de in each calsc for diltferences in conditions and 
terms of sale, f'or di lcrence in taxation, and for other diff'erences aflecting 
price coinparahilit\. : 

2. In order to ofi'set or prevent dumping, a contracting party may 
levy Ol any du inpCd product an ant i-Cldiilin ig duty not greater in amount 
than the margin of dumping in respect of such product. For tile purposes 
of this Article, the margin of dumping is the price difference determined 
in accordance with tile provisions of paragraph I.* 

refers to interpretative homes at the end of this appendix. 
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3. 	 No counitrvailing1 dIutV shall he levied on ;AV product of the territory 
of 	 n contracting party imported into tile territory of alnother contracting 

excess an1mo to subsidypar1ty in of : u111.1t equal tile estimated bounty or 
determined to have IbCCn graintlct, dilectly or indirectly, on tile manufactue, 
pioducti0n Or export of such product iII the cotinr. of origin or exporti­
tion, Imcl 	iding ayll special subsidv to the transportation of a particular 

proLtct. The trll " connterVailiIILg duty " shall be uindei.rtood to m1ea.In 
a speciIl 	 dnty lC\icd 1,r dite f)unrpose of 'ffsetting anY ho nii .V', subsidy 

bestowcd, directly or indirectly, upon the manufacture, productio or-export 
Of any mcrcha'ndis.1' 

4. No product "r the leritorf )f any contracting p'arty imported into 
the territory of any o1thcr coitracting party shall be subject to anti-dumping 
or cointervaiIin dllty ' aCSn of tile exemlption of suci product from 
duties or taxes borne by lie like product when destined for consuinption 
in the countofi-' ( orii ,Irexp)ri't' iol, or by reason of tile refuiid of sicII 
duties or taxes. 

5. No product of the territory of any contracting party imported into 
the territorv of iv other contracting party shall be subject to both alnti­
duIpiiig a citics conlpcniat," for tile Same situation:id couniiterxaii to 
of tcliunpiul. or exlo-t suidi/aiiii. 

0. (az) 	 No' 'oirainlig> party ,hall levy any anti-dtliluping or conter­
\'iling dilty ol tile iHlipulia:ion of aliy produnct of the territory of allot her 
contracting party tiiics < it d,.terlines that the efect of the dumping or 
subsidita<tioii, s tile Case ay be, is such isto c;ause or threaten material 
mnJury to an C>ablishcd domeStic industry, or is such as to retard materially 
the cstablislinii't of4 a domestic industry. 

(h) The (')NIRC.\()1(i PA!HI II dniVwaive the req.ltire nmeiit of sub­
paragr (ph Oaf this painaraph s a. tC) periit a1coitracting party to levy 
an1 aiti-dlpiiig or ciuntervailing dtoii t fe iinporta tion of any product 
for the purpo>c of off setting duiping or subsidi/atiMon which caises or 
threatelns 	 ,aterial injiury to) 1i1 idustry ii1 the IrritorV of another conltrict­

party 1ng (rt1in clnet concerned lo tile teritory of the importingex tile pr 
ctM racti iig paritv. The ( rRAll IN6' PAI It I[.sshall waive tle requiirements 
of' sub-plarraph (a) of this palgraplh, So as to pelilli' tIle levying of a 
CeOuii terva ilii g diu ty, in cases in whichli thle)' Iind tlat a subsidy is c.tising 
or thlrcatenini, material injury to an industry ii tile territory of' alother 
contracting party exporting the product concerned to tile territory of' the 
importing con traciiilg party.* 

81 



(c) 	 In exceptional circumstances, however, where delay might cause 
damage which would be difficu lt to repair, a contiacting party may levy 
a countervailing duty for the purpose referred to in sub-paragraph (h) of 
this paragraph without the prior a pproval of the (ONTRACTING PARTIES;
Pro/ided that such action s l be rc poited immediately to the CONTRACTING 
PARPiES and that the countervailing duly shail be withdrawn promptly if 
the ()NTRA(CIIN(G ]),PI lES disapprove. 

7. 	 A system for the stabilization of the domestic price or of the return 
to domestic piodtcrs of a primary commodity, independently of the move­
ments of export prices, which results at times in the sale of the commodity
for export at a price lower than the comparable price charged for the like 
commodity lo buyers in the domestic market, shall be presumed not to 
result in matcrial injury within the meaning of paragraph 6 if it is determined 
by consultation among the cirtcting parties substantiatlly intcreSted in 
the commodity ConcCrid thati: 

(a) 	 the sxstem has also resulted in the ;aIle of' the commodity for export
at a price hilelhr tluii the coml)pralIC price cl',ed for the like 
cominodity to buycrs in the domestic market, and 

(h) 	 the sx'stein is so operated, either beause of i le eCf'ct iVC regi la­
tion 	of productiol, Mr otherwise, as not to Sti:nulatC Cxports unduly 
or otherwise scriously prejtadicC the interests o' other contracting 
parties. 

Article X1 * 

General Eliminationn of aaliitatire Restrictions 

1. 	 No prohibitions or restrictions other than duties, taxes or other 
charges, whetaher iade eflctixe it'ro u , qtI ta,, import or cx port licences 
or other measurcs. :hall he inmtitntcd or aanlltaiud by any contracting 
party on the impolritliml n ay product of the territory of any other con­o 
tracting party m (n the exportation or sale for export of any product
destined for lh- tcrritoiy of any other contracting party. 

2. 	 lhc pr \ sions of paragraph I of this Article shall not extend to 
the following' 

(a) 	 Export prohibitions or restrictions temporarily applied to prevent 
or relieve critical shortages of foodstuffs or other products essential 
to the exporting contracting party; 
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(b) Im~port anud ex p r proihi hitini or mresictions necessary to I he 
jIppiiCwtot 	 ti dwdso ieuhtionls Ihr thle classification, 

ordlit coitiii'cdiies ill tiade;lnarlxiitc, of 	 intcriwItioivil 

in amit fCo'iit. il~ '' I o I ifc C111(1ceicilt cci* u.'cvcrl iitcnital 

i) e t ille tl~llltie ' 11 ic ~ dc imest ic proc et perni iticc 
toiii 01e 01. tiIC ik110 c~~ntitlt)et1icitdLICed. it' 
clOHilL'>iC. fI)&FIICII) ()I 1thC fike I)icdliiel. A'i (JOHCfcttliC Pl)­

d LCI t )rii IIi IeIt tIIe i -I -tiCil1)Fp IdIIeCt he di lctII >it NIitLtedC,I I) 
or, 

(ii) t")rcIIIo \e [ stII ctI It i t I Ip IcIc,telc I i "If tI ecIo1clltc I 
(or, if' titete iv nc> -> iii iti~ll jcciF( ()I' !lkeicd~titci thle 

jprodlLIet. ccl .- 1iohite:t icCitc ciwiCh ite impccite-[d product 
CZ11 ll iclictl-ix ' I ittlled, Lxv llih iw the ijtllpus availale 
to) !!"HI (J.i'i4 (d,~iite' ori~iCi)I' l,)iieic 	 charg i at 

tt 	 i CiiI I~ i i t Hi 1. tci I i 'i icdiic d cany 

ori iii~littI 11 itt uii tcviCci mclin, cci(1\. it tile domeslCtic 

proic i M ''uII' I miii cdli 1" tin ti \i'' eh Le 

'11 tuncl,\i', dloitiC ti t (I-iit I (dN t l w il,(Mc CIit il C to h imp rte 

d incc'ict I V n is11 U11H~l,, ciiThil qllilel icnv-n, 1 ~hI"Ii ol c ll J~tibI;C 

pliii u 	 7 mC CcciI II i; )II I cin m cI( il itih cli 1 I i h II [; whi ch it>L 

k CC th ini ill: e . 
lI tn 1 ti1) ) picp [cIicc)n the Ck )III i li )H 'Lii! 1-nnpx d e ICeard to thle 

p0cci ll line'L I[p);ei teprel-SeutnIN ~riod to 

expctedc" I()c leKiecr '' the cI erieions It dIceter­

pre" ti dltii ItH cOlis pc aind anly 

pe~~lilechW:NMlt nmv I-ivc ilected or- inav hr aiffecting the trade in 

thue product eolitcriicd. 

Article XIII* 

1.No proiiiticn cci- re)trictlccn diall he applied hy any contracting 
party onl the inulpm-flin of' aniy produlct of thle territory]i of' anly WIhe­
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Contracttli, pnrty tl-on the e:1po, h'tji ()l" anv product dCstin ed Ic'r the
tertitorv ur any ,,thi-r ,.qtir'in. party. tnie\ , lthiljortatlitti , the like 
p'tdi t :I'i l!/irii c~t, lllie,': i le c\t\,raiitil 01' til1 like pro jdict to al1tir 

thiM1( ,t,,Iii ii iI l- iihi n ieri 	ii piht ~ted lie:tri . 

ii.;a Htl~qi . ip 1' ,t il't_iLt t '115. t prIt. cta ivt\ nelt, tt r;it n', parties 

a.t
i ,il :.it (ih-,lli~ttllil, i trldc it!SLI-1 pi-oduct aIpprotch il as closely 
ts,o,,,,-,ilie xvhM tIiiile.'i 	 %e,alit LIS iCoiltraetind parties inhighlit he e.\pcted

It t il,in if th line (tt ;tilh reStIitiC ,,i, and t this cld Shall oh,rv_ 

(a) 	 \h',crs\'i p, Iti;ilhle, quotlIs representing the totall ailottt of 
p1,nitted i l,It ( hthIr alocated an,oni o,plyingICOLItIIiiAs 01+ot) 	Shall h2 fe, and ,otic. giveni oI their ainltrint inl accordance 
with vr;ttapli 3 (It tl is Article; 

(b) 	 In cass In \Mli]iC Iht~llta; Me inOt pactic'leC, th, restrictions may 
be applied h\ iicilw, (dlillipit lic.,t1cCs 01 Ipermits 'X'tlionti 1qu1lt1la 

(+ (colijtiii' pIrtics S!:Il lOt, cxce1-pt 1for purpttcs Ol Operatilig 
ctlhtt;s ,idk'(.teftd i) ,td;iilce x h mulh-pl ra,.Iralph (,/) of this 
piier.ir ph, Ihi it rt 

l Icqtllrc Ii pt licclce, OF pcriiitS he itili 2 d for 
the ini+rtitin 4I ihe pr)di'i CeiCCrntCI rOll iparticular cotitirv 
01* St I!lF.'
 

( ) c s hil', 1ti aiioIn l - in , li Is alitt l .t pc"tte(.ip ng oliuntries. 
the citrii ti!n , te c lsIrictions iliV Seek ;lgir leentp:Iirtv ;ippl lie 
with :,>lpco-t I' 11 ,tllt aiti "lishlrc, ill the qutlta with aill tther 
et nirnic'tI l p ti-lles 'ha xi n titial interest il supplliii the
l;stieuCt < e I ldIeaCs in xxlch this lctllottl is nt)t rc;so­

aIlV imctniciltlc. thc ctrntiitn part conCIrncd ,hall Illot to 
'C tIirtA(111 ,g !+;itles, h \iilg sttbstantil jtercst ill ,ipplyiil: the 

prtoduct sharcs taCd liil the ftlropoititilIs, ,(IpUpielC( t\/ stilI 
cttltr:icti lie ifi iict, :1iie, picvitniS represciuiltatix'e pCri-,d. Of the 
,!a l q lt it ttti xA IC ti Ill n th t tie prt)tdtc, dIe C:ICcOiilt 
l-int, iaiKcl t aiv' eacclFIlactm-;ti win i;iv hatve alfccted Or iiay 

I,"a , ctin the tide iii tlie prtodlct. Nto conditions (tr fornjialities
shaill he iin pt ,sdxvhcli wVltn I l-opvet anv nCoil pal-tvrctill! fitlii 
itli 'ii lly tie hirc t1, aiiv,' : h l,tal (uantity Or ,,alue which 
aheetibclilltited Intit,subjct iti pttrtAioi being niadc within 

21nV pireser.d pciiod i0 whiI 1l"C qu1-ota l ay rcLittc.* 

3. ((1)I caes in wiclh ilpttrt Liccies 1i'C ISSnld inl Cotiiiection with 
import r11i1titil tue: rr;intiig party ;ippiviin!, the restrictio0ns sha1l 
proVide, 1tt01l tie 	r,.CitICst of' an1y ciltractili1 party having an interest in 
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the trade in the prodhct concerned, all relevant information concerning the 
adminisutration of the re.trictions, the import licences granted over a recent 
period and the ditribution of such licCncCs among supplying countries; 

OrWi'd that there hall be no obltigat n t0 supply illtOrniation as to the 
nautes of imporlin or stipntvnn, entcrpric s. 

(/,) III th, casc of import rCstrictions iilln the fixin, o"quotas, 
tile contracting party alfplvin,, lhe re.trctio s sl,'tll i\c public notice of 
the total quilatitl or valuc ofr tie product Or fprtdtI',, which will he per­
nitred It e inportd during a specified itutre peiod and ,r any change in 
such qualntity ,Ir valuc. Any supplics of the ploduc:t in whichquestion 
Were ('1t r,0111 it the lute at which pllblic notice was given sfhall not be 
excluded Fronm ciitr\ ;',,vi,/'! th:tt they nay be countd so far as practicale, 
aginst if q nan tit\ pernmitted to be im-ported ill tIl period in question,
ind alk(. \v-re tecesu\., ,ansi tite quantitic penriitted t) be imported 
in the nc\t WW"lOlint: pcriod or pe)riods cd Prori/d( fiulther that if any 
contac' . party etu-stnuarity cXc(itupis It',, 'such rCStriCtiolS productS 
ent tered t l* i.' atptll ill i ltd' I lif or a .. it , \Yarcoll!u c ltor cOi)Stilillptioll 
duiriiie A per od o1 thirty days aftCr the (lie Of such uthblic notice, such 
practice? shall h ciimideted I'ill ctnupli:.hule V,itt thi sub-paragraph. 

((') In the c::eC of' qu(ota'; allC.ated uong sipplyin,' countries, the 
contracting Party applyinlg the rcstrictiins shall promptly inform al other 
contiracting parties having an interest in supplying the product concerned 
of th htares in the quo't at IrrIItl I y lPCatt Cd, b)y quantity or value, to the 
Various SuIplying countrieS and shall give public notice thereof. 

4. W itt ruc:eard til restrictions applied iii accordance with paragraph
2 (d) of this Article kw tiitdJ • paragraph 2 (c) ()," Article X1, the selection 
of a reprc,,ci tati\ c peri,)d fr ally product aad the appraisal of any special
factors * alcctin, , the Iadc if tie prodtct shall be allde initiallv by the 
contracti.i, paurty applyiz, ilte re1tlriction 'roided th't such Conli'acting 
party shall, tjp al the r .qns't any oilthCr con Factiu ptty having a Sub­
stantial intcrcst ill ,tipp ,i, that pro duct oL upot lhe qtCit of the CON-
I( 'I I .( ,, itt ., 10/ ftprni c ptly ,,itI the- ttlcl- c)i)tract tlu party or,iC 

tWe ()At.'I(t,(i wHc'.\Rlus rca hdi: ., the n,_ed for il aIdjustmenCt of the 
pro)ptirlioi dicitcrntuitd the base pciiJ sclctcd,on 4 m. fo(r the reap)raisal 
of tft spe ci;]l fart ;iviovd r1 rtlie elim ination of concditions, for-
Inalilics rait i h1cr ptci\si',l;,Ce;tahl lcdllt tiiltat llv rclatinig to the alloca­
titoll "ofall t dcqtu:1tt ctltltta i)1 it1 u iI"ct d utiIutioti . 

5. lie prICvvicci, of this Article t't],Jll apply to any tariff quota insti­
l) d hV -n tactIIIl iand, fatr astuted Or ma illti 'Itl\' ltt part\', in so applicable, 

the prinlciplc, of this Article 'hall also extend to export rcstlictions. 
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Article XVI * 

S'si lies 

Section A Subsidies in General 

-
1. If any contracting party 'rtllt' o)r 'ainnttinsany subsidy, including 
an v form of ineliole r price s upp ii, which Opcrates directly or indirectly 
to inclcasc xp,.ir\ (ifally produCt hr)nur, or 10 rCducC imports of ally pro­
duct inito, its tlr!it ory, itslatl n ti te ( .(NiRA('I IN(, PARTIES in writing 

t 1l;io1, tile exten> :tllid t 1otile sulsidi/atiwm, of tile C',timalcd ef'ct f It( 
slibsidi'itlio i om thc qutlintiv ol !teaffcctcd prodtct Or products illportd 
into Or exporlcd r its territory and (d' tho circrirtstarces in:iking tile 
sNbsidi/atnil rIllcs. IllatHV casC in whiclh itis dCtCruniCd Ithat serious 
prcjtlcticeli C it, iclt OF an o l corillractiitg paitvIK'c"utscd )rthreat-
Cncd \ all" such ,11 ,idi/atioll, 1hw i rt\mitili;, subsidypariirtting thIe 


1ifpo1 pe(.ms with e othcr clltractill, parly or partics
 
concCrHCd, ori 1 (v>,Ii,' , I'',tlins, the possibility of lilmiting
it , 


the subsidi/altii.
 

Section 1B Adtiti,,llnl riions ol L.Kport Sulblsidies : 

2. The con ractin, pani , rcco ni/c that the gmaiting by a otalctilg 
party of a subsidy on the export o ntiy product may lave Itarmifu effects 
for other c rltractin, pvrtics, both iimporting arnd exporting, may cause 
undue disturbancc to their iorlnal commercial itercsts, and may hinder 
tile achic\ClttClit I,tlc objctives ol this Aigrcelncilt. 

3 . Ae rdit cntcti, parties should seek to avoid the use of 
subsidies onIl export of prinary products. If, however, a ccntracting 
p'tyittli dirctl, r ilndirectly inly irm1 of stlb;idv which operates to 
ilrec tile Cxport (d' liy prillinar prodct fhom1 its ICrritolry, Such subSidy 

shall P4o K a;pplicd ilt a illincl'rl l ichi -restitillthat cmItracting party 
haf,iln,lwinir thi imlcqtitablc ,harc of' world Cxport trade inthat product, 
account b-ine takcn 4t tue shares of the corttracting paries in such trade 
ill the prodttct durilg a previous reprceelative period, and any special 
f'actors whichfila' lia\e afflcted Mi 11t:1V 11C a1-ctinrig snllC trade in tihe pro­

duect.* 

1. Ilurther, as from I 19.,:itlniior earliest practicable datel<)5S the 
tllerellcr, cO1ltractitlg parties shall cease to grtit either directly or in­
dirCetly anIy of' on CXport any otIler thanformi'llsubs+id' tile of product a 
primary product \iich subsidy results inthe sale of such product for export 



at a price lower thani the comparable price charged for the like product 
to bti!e.r; inl the domtt'stlic nlarket. Until 31 December 1957 no contra'tling 
party shall extend the scope of any such Midization beyond that existing 
on I .:iutrv 1955 hv the introduction ,1 n'w, or the extension oi existing, 
suhsidies.* 

5. '1he (44, I RM (lIN(; PARt itS s1ha1ll review tile operation of the pro­
visiotis ofI this Article frm time to time with a view lo examining its 
eflct ivcncss, in t' f',cIalI cxjpeCrice., in prolnio ing tile objectivesthc li fH 
of tils Ac,,Irnenla.d avoidin g suhsid ilatiol scrio usly preJ ijd icial to the 

a'ldc or inltC tCs of co)ntriacting parties. 

Article XVII 

St{at' din,, ;h,'[rprises 

I.* (a) Each contraict irg p;irty inderta kes that if it establishes or 
maintains ,, S:,,te enilerpris:, whievCr l c:t ,eI,or grants to any enterprise, 
f'or,1mally or- in Clf", c, exlui ye 01 spe a'I,pi Ivlehges,* such Cnlerpri:se shall, 
it) its I-t.hchases or satle, involvill ithr imports or exports, act in a inannei' 
consitent with the cencil principles ofI non-di'crimninatory treatlent
prescribed in thi, Aereement f, evrtilei 'easures arfcting imports 

Or exports kvI pir1,%ate traldcr. 

(b) 'lIL p( ',1h4145 441 ''stuh-l _tIe:fh (a) of"this paragraph shall be 
undirt d ltorqui ihr t ,uch Cnteprisc 1ll, having due regaid to the 
other p)l4isin ()I' this AgiCtClIlIlII, II,: aly such purchases or sates 
solel\ i ceoiac \\1i1h commercia l consideraliuons,* includig price, 
juilt,, avail;hilitv, larlketahility, transportation an( other conditions of 

purchase oir sal, 'nd shll aflord the, cnitcrprise: of, the othr" contracting 
patie i ,deqiiCL'at p portuiinit lV, in aCco rda nCc with CnsItoinary bIsi ness 
practice, tocor)n, pete 11r pariici pation in suIcI pnrtCiases or sal,'s.(c) No contracting party shall prevent av entei'pi'ie (whether or 

not an enterprise described in sih-paragraph (a' of this paragraph) under 
its jurisdict, an from acting in iccorda..,ce with the principles of sub­
paraeratphs (a) and (h) of this paragr" h. 

2. The provisions ,f" pr:rrapi I )I' his, Artlicl shall not apply to 
imports of prodtucts for inmeiidtc (to ultiilte conlstlillploll il gto\'elllllental 
use and 110ot )t hcrwi se for resaIe or itusein tile production of' goods * for 
sale. \Vilh rsCpcCt to Such Iinports , each co ntrac ting party shall accord 
to the trade of thle other COilntractiig parties fair aild equilltable treatm[ntil t. 
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3. The contracting parties recognize that enterprises of tile kind 
described in paragraph I (a) of this Article might be operated so as to create 
Seiious obstlesCI(!, to trlade, thls nleti,()attiols ol a rcciprocal and mutually 
dantlagems baI, designed to limit Or redute such obstacles are of iniport­

ance t,, the cxpmnsion of intcrnatiomal tr.dc.* 

4. (a) (,'ut r:iei Ing partics shall iit\If theW ( R'ANIAINI PARTIFS Of 

the produncts which 1,c impetcd into mi CXp( ,utCd from their territories by 
C(ttetprises of the kiid described in p:,;rraph I (a) of this Article. 

(,) A i ntevyblislia, maintaining or luthorizing 
a import iiol' ofa product, Vhiich is; not the subject of a concession 
indcr Artclc II. shil the1 rCqusct o)f otlie contracting atlv having 
a "uhst1ntial trade in diC prduet concerncd, inforll the,:(')N I'k..k'lIN( 

PAPA 1u o on the product during T reccint represent­0he ilport :Iiark-tip (, 
ati\c perio:d, or, whnl it is not posibl,,ic to du so, of the price chlarged on the 
resale t1 the p-r,. dit:. 

W ) 'Ie (l' - . 11%( PAR IiS w i . at the fiClLl,1 ('f ;a coIlraCt-

IIg paIty ,hich hIs reas: to belisteeC,1[iats nter"ests IitI(Ier this Agreement 
a ic bi ii e ad \ lLect ed by tie Opciatio', )f",;it cnteiprisc of the kind 
ducribed il p.tal qiph I . rI(a), -, the C,oliltrICti 1 p irt establishing, 
on iitatinint., or aii+thrizin,.g such enter, rise to+ sutpply info~rmation about its­

opr.tio , rCat:d to toe -11iCvri out of the provisions of his Agreement. 

(d) 'IlC p ins o)f th1is' paragraph shall not requiie any contract­
ing plrty to diselose collidCnltial info0rma: tiol which wotld impede law 
ciforcemnent ( r tlierx, ise be comtrarY to the publlic interest or would f're­
judice tle clegitimate comiecia,._'Il intCrCsts f paIrticulaIr Cterprises. 

Article XIX 

Emergencyt Action on Import of'Particular Products 

I . (a) If, as a result ()f tiifkrCseen developmenlts and of the effect 
of the ohligations incurred y a con iracti ng party tinder this Agreement, 
inlutiding tariff"c(mcessions, any prodtict is being imported into the territory 
of that contracing, party in such increased quantities and tinder such 
conditions as to cause or thr'atlen sCiis injury to domestic prodLce;;s 
in tha. teriitorv f like or direcily comfpelitive prodtits, the c :racting 

party s.hall be 'frce, in respect of' such product, and to the extent and for 
such time as miay be iecessary to prcveit ori remedy such iInIJury, to suspend 
the oblii.atiom in \vl(le or ill part or to withdraw or modify the concession. 
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(b) If any product, which is tihe subjicct of a concession with respect 
to a prel'crence, i,;hcin1g imprted into the territory otf a contracting party 
in the circutlstnce, sct fotilh illsub-paragraph (a)of this paragraph, so 
as to cansC o ilirCtuln soIiou, inrlilrv to do0meItic prodneers )f' like or 
directly con cptiti\c products, inl tie territoler" -fl' a coat ractilie p:it. which 
rccci\., t rcccixcd sit.h preference, the iicp,)iii, ewllrlcin!: par'ty shall 
he C'rcc, if thit ihr e ni 'tig par iv s.o i ets, to -li.peliti tire r'elea'int 

I lvwn partlobli eatia ni in \],>,. r rt, wit ld ra~ arnd il tiee ,nicess oin in 

rcspect M'the plduetl, I'' the mi\llId l"',htim1c a1,) n Ilhe nicces".'y 
toP'C\C t OF renn e,i i li.v. 

2. Ihclore ItiX,.citctirn pa:rty 'hall take, ation paritlll/ [t thl,pr'o­

\iIi,,, , pairuia hi i thi", A lrticle, itsnill I!i\C nlticc ill ,riting to the 
I I ( ii1 1,, Ill1 ill;tcl\'<lllcc 1,, IlLiV. he ,1iic Ih lc anld Sim i!,,%1.I1>.(; P.\i1, prl 


aIt ic tili' ( I1, : iI. . Piigi 1In aad t t se e t. ract ilrg patics in 
stlibt;lllittial ilitclc" t a>, 0. Crcls ()I tile pitilcl _oiiccriled :iniOppmrttlltity 

t) cisuilt \\ lii it iin rc>pccl oM'tile prWposetaclioln. \Wlien sich notice 
is ui1c\ll ini lrtitr tW a ccesliol With rCspcC t' a pctl'crCnc'C, tile notice 
shall name1C tile coltrlctillg party which hatls rcqcestcd the action. In 
criiical circnlisaice,,, v h Crdla would daiil:o which it woUld beO eanse 
difl,_ilt t ili nuder I )I'this Article may le takenepti ;riran"upne 
p~it\'isioa liv Vitilt pinI r 1:4 m't]iistu coindition that consulta­in, ontheL 
tii shall h' cted iiilC(liteIlv -.IctC-.o ill!such lction. 

3. W) It 'reeine,._,lni lth"intereteo,, cmliactilyg parties with 
rcspcct to( itllc ti,,n is oItreac'hcd, the ctlcting karty which pimpo. s 
to takC or cOlntinuC tle actioshall ic,,trl.,, bC Ie'I to d1o so, anti if 
.,ucl lcti is taken or cominued, the allected ct niractii,, patie, shall then 
he free, iit later than niiii\ v w:i\ater sicli atii i,takn, su-pend,l to 
upiln !te piration 1othirly day,; lromln the daty fi which written notice 
of suc ,l I cCCid%K IIe ('oN ItA(R IN i PR\I.s, the pplica­,tlsIs1nsiiM t,, 
lion to tile tr d id tile cii tactiit part tAking such action, or, in the case 
eim isa !cd inl plragrap I (b)of this Article, to the trade of tihe cmtracting 
)a:it-, rccntiiig such actiol, oitSuch substantiilly ccuivalcnt concessions 

or other o)hlileliois under this Aermccnclit thc SuspsClion OF whiCh the 
(' )Nt NO( i I<-;-Its;,1
I I[,( d,) ll(t disaIpT1"o vC. 

tt Nt\ itihstllidiii, the prt1\ isions o4 su hpar'%lgrllh (a) of this 
paricral r, tilion' is takn under pairagraph 2wtiic 1 this Article without 
prior c'i'ilttiil 'ind causc' or ihrcIte seriolis injury ill the territory 
of a c!ractin: pari\ t tlhe (omllestic produccrS ofI pioduicts afifcctcd by 
the lction, tha cnrlctiiln,, pin i shall, where delay woild caluC damailge 
dildicult to rpaiir. be ree to siSpCnd. upon the taking of' the action and 
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tlrotughout the period of consultation, such concessions or other obliga­
tions as may be necessary to pircvcnt or remedy the injury. 

Artic!e XX 

G'L'ral l-.vXe/iou/s 

Subject to the requirement thalt such measures are not applied in a 
manner which would con sltt !!I11icllais Of arbitrary or unj ustiliable discri­
mi natioln bctween counrtries \\hcre the same conditions prevail, or a dis­
gLisCd rCstrictiona onl internati nal trade, nothing in this Agreement shall 
be cn tuItled to prc"Cvet the adopttion or ell'mccln t by any contracting
parlty of inca2l'tltsiie 

neCcsy ' p 

(/) iesIy \t too pr)tcCt han, ,aimal or plant life or health;
 

Ia to Jro teCCt pubi moral0>;11 

(c) 	 relati q, to the inportation or exportation of"gold or silcr; 
(d) 	 necCsC::'y' t(I ScCutrC copll' liztlcc with laws or rcgulatiois which are 

not iioil '-istemt with the provisiums of' this Agreement, including 
those reltinet Io cuItom's ClI'Orcci-nt, the enforceilent of mono­
poliCs opCratCd un;dCr par:agrap)h 4 o1' Article 11 and Article XVII, 
the protection of patents, trade marks and copyrights, and the pre­
venitiol of deceptive pracliccs: 

() 	 relatinlg to the rO(luetCL 01' p'ison labour; 

(J) 	imposed for the -otection of national treasures of artistic, historic 
or archaelog1i"C val;C 

(g) 	 relating io the :ollserva i on c1exhastible n~ttural resour'ces if 
suIch meaC lre iln conjunction with restrictionsISures adC Cfective 
oil doinstC' I jIdutiCn(bI1 c1on1lSumptioll; 

(h) 	 underta ken il r1vsulnce of' obligaZtions undCr a1ny intergovern­
mental coI moiaity aigeemcnt whir h conl'onfms to criteria submitted 
to the C)NiRA( IIt PA tIIs anl not ,sLapprovcd by thewn or 
which is itelf so submid mdnot so disapproved;* 

1

aSn 

(i) 	 involving rc.,)tictions on exports of domestic materials necessary 
to ensur cesenti li s of stch materia Is to a domestic pro­l q(nantit 
ccssing Industry during lpeiods when the domlestic pr'ice of such 
ma tCia Is is held bellow the World price as part oft a governmental 
sta bilizati on plal.n Prorid'd thatt stch restrictions shall not opcrate 
to increase the exports of or the protection alfforded to such 
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domestic industry, and shall not depart from the provisions of this 
Agreement relating to non-discrimi nation; 

(j) 	 essential to the acquisition or distributiol of prodcnts in general 
or local sh, 'Ft supply' Pt roidCd thait any such mcasures shall be 
consistent wn h the prilncille ilIt all contracting parties are entitled 
to an eqI tabl, s,,hare of tile international stpplv o such prod ucts, 
and that any luch measures, which are inconsistent with the other 
provisions of ll's Agicm n t ,iall ibc discontinued as soon as the 
conditions gi vill., rise to them have ceased to exist. The CON-
TRACI IN(; PAR ri s shaI! review the need for this sub-paragraph 
not later than 30 .lui,: 19(0). 

Article XXII 

( (onLsIhl/aIion 

I Each contractin, p:rtN ,hll accord syimpathletic consideration to, 
and shall :llVOid adcCialC oppoitinity for consultation regarding, such 
representotiol s a may be I '' anolhcr contra';lcting party with respect 
to any llltter aIffCcting the opelaion of"this Agercemeclt. 

2. 'Ihe (wNik,\i il.(, PclI\wl s may, a.t tihe request of a contracting 
party, consult \\ ith any colntralcting party or parties in respect of' ally 
matter for which it has not bcen posihblC to find a satisfactory solution 
throug! cInsitltatioil inder pararaph I. 

Article XXII 

Nullijicatiraiior Im)pairment 

1. If any contracting party shonld consider that any benefit accruing 
to it directly or indirectly under this Agreement is being nullified or impaired 
or that the attainment of any objective of the Agreement is being impeded 
as the resullt of 

(a) 	 the f'aiire of' another contracting party to carry onut its obligations 
Under this Agreement, or 

(b) 	 the applicatiol by another Lontracting party of any measure, 
whether or not it conllicts with the provisions of' this Agreement, or 

(c) 	 the Cxisteilce of arV Other sittiation, 

the contracting party may, with a view to the satisfactory adjustment of 
the matter, make written representations or proposals to the other con­
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tracting party or parties which it considers to be concerned. Any cO] 
tracting party thus approached shall give sympathetic consideration to tl 
representations or proposals made to it. 

2. It' no satisfactory adjustment is etcfcted between the contractir 
parties concerned within a reasonable time, or if' tile diflicuIlty is of ti 
type described in paragraph I (c) of this Article, the matter may be ref'erre 
to the ()NTRAA("IING PAIIIFS. The (A )NI RACI:N1 PARIJ ES shall prompt 
investigate any mitter s') referred to them and shall make approprial 
recommendations to the Colltrc.ltiu parties which they considcr to I­
concerned, or gi\e a.ruling on the matter, as appropriate. The ('oN IRA( .IN 

PAJl,\llS V CMaI stIt Wit coNtracting parties, with the LcoinOmic and Soci;J 

Council of tile United Nations and with anv aIppropriatc inter-government: 
organization in cases xvhere they considCr such consultation necessary. If' il 
(A')NIRA(TI IN(; PAlI S con sidCr that tihe Ci 'cunlilllstanCCs are SCriOus enoug 
to jistify such action, they may authorii/c a contracting party or p iR, 
to suspend the appl~l)licatlion to any' other contracting patrty or parties ( 
such conIcCsions or other obligations tii'il" r this Agreemienit as they dctel 
mine to be appropriate in the circum, alnces. If the application to an 
contracting party of any concession or1 Jher o ligation is in fact ",ispendec 
that contractiuc patrty shall then be f're , not later than sixty day's after suc 
action is taken, to giye written liotlic to the Ixecuti ve Secretary to tll 
()NIRcr'T NO; I}A ir.iIs oIf its intention to vithdraw from this Agreemer 
a ad such witlhdrawal shall take effect upon the sixtieth day following th 
day on which such notice is received by him. 

Article XXVIII * 

A1od{/icalion o/ 'Schedules 

1. On the first day of' each three-year period, the first period beginnin 
on I Janunary 1958 (or on the first day of any other period * that may b 
specified by the CONINA('I IN( PA\'rIiS by two-thirds of the votes cast) 
contracting party (hercaf'ter in this Airticle referred to as the "applican 
contracting party") I ay, by negotiation and agreement with any contractin, 
party with which such concession was initially ncgotiated and with an 

tli~er contracting party determined by the CONTRACTING PAR'IES to have ; 
.U)]incipal supplying interest* (which two preceding categories of contractinl 

Since changed to Direcmor General. 
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parties, tocether \%vith the applicant contracting I,'Irty, are in this Article 
hereinaftfer rericrd to as the "contractiig paitic,, primarily concerned"),
and subhjcct h) consultatio i with AIn\' (,the')r tr'lcling pa ry determined by
the (O K) IR. I I0 1'.\i, I I1S IN, i\ C 1 sUbsntial iiII t cst* ini such COllCeSsioll, 
modify or \ithdrm A cc.,sin includCd in the ap'proprIuiate Schedule 
anuiewd tto thi -; cement. 

2. In ,uch ll e_,, itt)l) , And aerc le It, vlich iay include provision
foi colllpcllAt,,.v ill'tillc t withl Fl-,Cct to kuthcr produ!tcts, the co ltractilg
parties c t c c, l All C leCA\)sItr I() a ta in ,a cener l,.ev l !If reciprocal
and mIUItuIAlly ;iCd\1cn'e,'.c, 'tei'- s not ]les l'axnrable to trade than 
that pro)\idCd '," iln A Lrcc cnt prior totli re such necgetiations. 

3. (a) I Act,,iccmcnt bctm'cAe the cntiactin, paities primarily con­
.c~r Cd c:A;111 , hc c. llcd cf(ctIc I .l lltAr, If, 1 C C the expiration
of ai pcrid (.I]\ i,: !,cd ill pa 'i ph I ,:, thi ;\rti'lC, the conitracting party
which ft)c lldi )I-o , itldr:mIx thc , llct2,,ioll shall, nevertheless, 
he lce t (i .," Adttdl sdtctMf iif tamA-kcll tt\, conttActing party with which 
SlLh :o c', ,i i , i itiall\ ncgotiA ted, AlI ' c t t actiin party dI crittiried 
unde lI1Ir !AI lI I to ft1\xc A plri ip.l st pplyi Fg interest and amv c lttracting 
p Ity dCt ItI Iincd rttraI r",Fph1 I , lIIve a st t Ill ial interest shall thenhL! frCe n(t1 liCF thill '*x inmth, iftet ,uch Action is taken, to withdraw,
upii thc C\piriti,,l ()f thilixv days,, frmni the d\ on whiclh writtcn notice of 
snch \ Ithd .i l is rCci\Cd b\ (I RA IINo R sII,-,the I,.\ ; i substantially
equixh.nt cunccsinS, initiamll negotiatcd \vith ihc Applicant contracting 

(/i) II aruccllclt ex.eIn the cotitracting parties primarily con-
CcIleal is reached it an V ithcr cc atnt li lg pa rty detcrmined Utnlcr patra­

graph 1 ()I ihis Articlc to have 
a Sstaltial interest is not satisfied, such other 
contrtcting paiy shall he free, not later than six nmonths af'tcr action under 
such agwreemen is taken, to Withdraw, ujponl the expiration of thirty days
froin the day on which wiritten notice of" such withdrawal is received by the
( ()N RA(MIN(6 PA RI t11S, Slis tul tially eqt ii aIlent concessions initially 
negotiated witti the applicant contracting party. 

4. The (00iRAII(iiNU IARImies may, at any time, in special circumstances,
authoriie* a contracting party to enter into negotiations for modification or 
withdrawal of concessiona included in the appropriate Schedule annexed 
to this Agreemcnt subject to the fo>llowing procedures and conditions: 

(a) Such negotiations* and at y related consultations shall be conducted 
in accordance with the provisions of paragraphs I and 2 of this 
Article. 
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(b) 	 If agreement between the contracting parties primarily concerned 
is reached in the negotiations, the provisioni of paragraph 3 (h) of 
this Article 	shall apply. 

(c) 	 If agreement between the contracting parties primarily concerned 
is not reached within a period of' sixty days* after ncgotiations h, ve 
been authorized, or within such longer period as the CUNiRACIFING 
PARTIrs may have prescribed, the applicant contracting party may 
refer the matter to the C()NFIRiA,'IING PARTIiFS. 

(d) 	 Upon such relerecec, tile CONFIRA(CIIN(; PA riE[S shall promptly 
examine the matetr and submit their views to the contracting parties 
primarily concurned with the aim of achieving a settlement. If a 
settlement is reached, the provisions of paragraph 3 (h) shall apply 
as if agrerinent between the contracting parties primarily concerned 
had been reached. If r1osettlement is rCached between the critracting 
parties prirmrily colcerned, the applicant contracting part"',shall be 
free to modiv or wit hd ra tile concessi(n, utnless the+ ()NI RACI-
IN(; PAlSrlL, determine that the applicant contracting party has 
unreasonably failed to oiCr a'iCdeqiate compensation.* If such action 
is taken, ally c ntractin g party with which the concession was 
initially negotiated, alny contractiig party deterrmined tinder para­
graph I (a) to have a principal ,uppliing interest and any contracting 
party deterrnined under paragraph 4 (a) to have a substantial 
interest, 	 Ahall be free, not later than six mnmths after st,,a action 

niodiy vi thirty daysis taken, t o r withdraxw, upon the expiration ol 
Ir'n) the dav on vlich written notice of'such withd.a¢val is received 
by the ON t\(tCx11N6r ,i liiS, sulbtaritially CC Uiivale t concessions 
initially rteq otialcd with the applicant cotati.,cting party. 

5. lcfore I .1ann vI 1958 and bc'lr the end of alny period envisaged 
in pargra ph I a contrancting party May elect by 1mitifying tile ('ON IRACrING 
PAR 	 IES[to reserve tile right, for tile diration of the next period, to modify 
the appropriate Schedule in accordance with the proceduires of paragraphs 1 
to 3. If'a contracting party so elects, other contracting parties shall have 
the right, duing the same period, to modify or withdraw, in accordance 
with the same tprocedures, concessions initially negotiated with that 
conitracting party. 
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Interpretative Noies to the Articles 

Ad Article VI 
Parapraph I 

I. II iddCn dumping by associated houses (that is, the sale by an importer 
at it price below that corresponding to the price invoiced by an exportcr with 
whoIll the iniporter is associa ted, lnd allso below the price in the exporting co untry) 
const it iites a form of pricc dumping wii respect to which the margit of dumping 
may beCcalculated oil tile hasis of the price at which the goods are resold by tile 
inlporter. 

2. It is recwllnuzed (hat, in the c:se of inports from i country wlhich has a 
complete , st bstarilltallv complete monopoly of its trade and where all domestic 
plices are fixed by tile State, special dilliciltics mIay exist in determining price 
coMnparafil ity f' ti e purposcs otf paragraph 1, a1nid in such cases importing
cwnrilctin parties rIlv lind it nccessary to take into iccount the possibility that 
a strict cmipa rison Vith dolestic prices ill sLIdC a country may ]ot always be 

Ihrlpyu';ash 2 and 3 

1. As ill many other cases in customs administration, a contracting party
mi 	 rjC iiire reisona ble security (bond or cash deposit) for the payment of anti­

unlpi n Oi diuty pcniiing fina determi nation of the facts in anyor couIniter,,ailin, 

case or" sispCCtctd dtllpiiz or stihsidiy. itiri. 

2. Multiple Currlncy p)ricticcs calI ill certaiii CirclIlstiince,, conStitute a sub­
sily to Cxports whih ici l be met liv coutiitrvailiiIg dlities uilder' pIragraph 3 
or calln coistitte a form1* of'[ tinping by meins o.' a partial depreciation of a 
coutiv's CurrcCy which mlay illC t 1)y Iction unrider piragril)h 2. fly "r iultiple 
currency practices " is meant practices by governments or sanctioned by govern­
merits. 

Paragraph6 (b) 

Waivers under the provisions of this sub-paragraph shall be granted only 
on application by the contracting party proposing to levy an anti-dumping or 
coIntervailing duty, as the case may be. 

Ad .1rtich's XI, XII, XIII, VII" ad XV/III 

Throtughotut Articles XI, XlI, XIIIl1, XIV and XVIII, the terms " import 
restrictions " or " export restrictions " include restrictions rnuade effective through 
state-trading operations. 
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Ad Article XI
 
Paragraph2 (c)
 

The term " in any forn- " in this paragraph covers the sarne products when in 
an earls stag., of pcocessitg and still perishable, which compete directly with the 
fresh product and if freely imnported would tend to make the restriction on the 
fresh product iCell'cCtivC. 

Para,raph 2, hit .vuh-paratgraph 

The term " special factors " includes changes in relative productive efficiency 
as between domestic and foreign producers, or as between different foreign pro­
di ucers, but not changes artilicially brought about by means not permitted under 
the Agreement. 

Ad AlrliCC Al' 

The exemption of an exported product from duties or taxes borne by the like 
product when destined for domestic COnISumption, or the remission of such 
duties or taxes in amounts not in excess of those which have accrued, shall not 
be deemed to be a subsidy. 

Section B 

1. Nothing in SeCii 13 shall preclude the use by a contracting party of 
multiple rates of exchange in accordance with the Articles of Agreement of the 
!nternatitoal Monetary l:und. 

2. I or tlie pturposes of Section B, a - primary product " is understood to be 
al'y product of ffalrm, forest or fishery, or any mineral, in its natural form or which 
has undergone such processing as is cUstolnarilV redluired to prepare it for 
markctin, in substantial xolunie In innternational trade. 

Pal rap1 3 

I. The fact that a contracting party has not exported the product in ques­
tion dtring the previou1s representative period would not in itself preclude that 
coitcti ug palrty from establishing its right to obtain a share of, the trade in the 
I)roduct concerned. 

2. . vstem for the stabil i/at ion of the domestic price or of the ret nIn to 
doniestic producers of a pri niary ptodJuct independently of the movements of 
export prices, wlhich iresults at tinies in the sale c0f the prodLIct for export at a 
price lower thall tie coinparable price charged fol tile like prod uct to buyers
In tile domestic market, shall le considered not to involve a subsidy on exports
within the meaning of paragraph 3 if the CON Rtx"iiN; PArTIES dCletermine that" 
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(a) 	 "he system has also resulted, or is so desipnred as to reshit, in the sale 
of te rOWrt for expor' ita price hi, her than the comparable price 
charcd f'orth, like prodict to bti\CrS in [ domestic market; and 

.;s or 	 either because(b) 	 the Stem is so operat-d, i .ei, '.d -o to operate, 
relulationt or ohrv.iC, a,; 

c,ports indt I ri lher\,,i,,c eseri()usly to prejudice th, iI:Crests ot,. 

of the c!fcctive of pr( duction 	 not to stifluilie 
lv t ,)t' ler 

contract i, p i1ic,. 

Notxithstaidinc . tiulh k11\;the 	 ,dcternlir,'lion 111tcl(.(NI t.\( operations 
tnd r Such a hc s)uh'ctunh li'. of pail)gjanli N-, to provisions 3 where 
they air \v,]v or paily l iilceu, out otfgo0velrnelt fnllds in addition to the 
ftIlId, r01lee.ted 1i'0ml pod)I) i'c illrCspjcCt of tile prodLct cOWcerned. 

Jarr,, i 

Th,: ntention of paragraph 4 is that the cor, raciing parties should seek 
bcf(i- the md of 1957 to each agreement to abolish all remaining subsidies as 
from I January 1.58: or, failing this, to reach agrecment to extend tile apphica-­
tion of the standstill until the earliest. A tc therea"tcr by which ,hey can expect 
to reach s'icl agrecement. 

Ad Artiche .VI'l1 
Pat'agraphI 

The operations of Marketing Board:;, which are established by,contracting 
parties and are engtled in purlinsing or selling. are subect to the provisions of 
sub-paragraphs (a) and (b). 

The activities of NI arketin, 1 v'ich are established by contracting partiesBoards 
and vhich do not po rwl-Ise or sell bitt ly down reg.la ions covering private trade 
are .overned hy the ,clevant rticles of this Agreement. 

The charging by a state enterprise of dificrent prices for its sales of a product 
in ditlrent markct:s is not precluded by the provisic:;, of this Article, provided 
that such dhiferent Drices are charged for commer.ial reasons, to meet conditions 
of suppl, and deniland in export markets. 

Pa1 ,rapli I (a) 

Go-'rnmental measures imposed to ensure standards of quality and efficiency 
inthe, operation of enternal trade, or privileges granted for the exploitation of 
r'ational natural resources but which do not empower the government to exercise 
control over the trau n activities of tie enterprise it question, do not constitute 

exclusive or special privileges" 
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Paragraph I (L) 

A country receiving a " tied io-an " is free to take this loan into account as 
a " commercial consideration "when purchasing requirements abroad. 

parau"r'i 2 

The term " goods " is limited to products as understood in commercial prac­
tice, a ad is not intCnded to include the purchase oi sale of services. 

Fa~r(qrph3 

Negotiations which conracting parties agree to conduct under this paragraph 
Ilhav he directed toward.; the reduction of dUties and other charges on imports 
and exports or towards the conclision of any othIer mutually sat isfac tory arrange­
ment consistent with the provisions of this Agreement. (See paragraph 4 of 
Article I1and the note Iothat paragraph.) 

Parfacr',/ph I (bh 

The term "inport :;ark-up'" in this paragraph shall represent the margin 
by llch tIll lt:i by foir thepiCc rged the import monopoly imported product 
(cxcIlisiVC of i rCrna iaLxes Within hc piti\'icw of' Article Ill, transportation, 
distribution, a;, other expenss to purchase, salea incident the or further pro­
tcssing, and ;.reiao;wbic margin of profit) exceeds t ,e landed cost. 

Ad .,tttic/e XA' 
Sub-para.,raph(h) 

The exception provided for in this sub-paragraph extends to any commodity 
agreement which conforms to the principles approved by the Economic and Social 
Council in its resolution 30 (IV) of 28 March 1947. 

Ad Artch' XA'171i 

The CON-RACTING PARTims and each contracting party concerned should 
arrange to conduct the negotiations and consultations with the greatest possible 
secrecy in order to avoid premature disclosure of details of prospective tariff 
changes. The CoNTRACP'NG PARrn:s shl; be informed immediately of all 
changes in ntional tariffs r-esulting from recourse to this Article. 

Fragra)!)I 

I. If the CON" CTING(.; PARTIES specify a period other than a three-year 
period, a contracting party may act pursuant to paragraph I or paragraph 3 of 
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Article XXVIII o- the first day following the expiration of such other period and,
unless tie CoN , ,CTING PAITIE:S have again specified another period, sub­
,%cqcent periods will be three-year periods following the expiration of such speci­
tied period. 

proisiorr 1i2. li tirat I Jan uary 195, and on other days determined 
purstant to paralraph 1, a contracting party -may. modify or withdraw a 
concession " inC:ins thait on suci day, ald on the first day after the end of each 
period, the legal obliiation of such contracting party Under Article II is altered; 
it (toes no(t lleall ilhat the clinrges in its CtomSIO11S tariff should neccss:urily he made 
effective on ilat day. If I tariff chacIlC resiling 'om nettiations undertaken 
pursuaut lo this \rticle is dcli,,ed tie entry into force of any compensatory 
C(1u'Cess,r a1,1N, llmil v dclacd.s he >i 

3. Not cat!lier thar six moultis, nor later than three months, prior to I January 
t')58, or to the terrination date (, an\ :;bseqrrerrt period, a contracting party
mi-,irIrr!, to nlldil of wit 11drYwConcessionany emlodicd in the appropriate 
ScIIC(LrIC, shuL u HotJv the ( I)\IR WvI IMi 'AR I Is to this effct. The CoN­
lR\(1 lli( P.\?IIrs 1i1:ihll then deterlminC tire colltracting panty or" contracting 

partis \\ ith M1\l)i tile uiego at ions Or cMSIl Itat ions refeled to in paaragraph I
shall take plac. Am, corn ractiun party so dterIniredl shall parti'ilate iIl such 
rneCotattol or conistiltatiorns \kill tile applicant contractinig party \,'itl) the aim 
of' reaclhin areernert beforc the end of, tile period. All'. extension of" tile assured 
life of the Sclrctueles \lail Ilate tile Schedules modified after such negotia­to as 
tions, in :\%cor ):Ie 3 of .\rticle XN\' II. If the (')N­ptra :r-nphs 1, 2 Mird 
'IRAtII'I"(; kne lus areli i tulirIr2 for ImUltilateral tariff negotiations to take place 
\\ithin tire perik (fl si., irarths before I JalnarY I9.58, or- before any other day 
(lermiCell ptllC rillt tki paragraphr 1. they shall include in tile arrangements for 
sUch Ircot at ROnstrrt:lhle prtocedures for carrvirl.g out the iegotiations referred 
to iII this para' iaph. 

4. The ,bject of prvi(iirg for the participation in the regotoiations of any 
contract in g party \%ith ;1 principal suppli\irg interest, in addition to any contract­
ing patrty wit wihich the cOncessioln was initially negotiated, is to ensure that a 
coritrct rug pa;, v, ith a hrgcr share it) tire trade afflcted by tile corcession than 
a colrrractine p';r-ty with \M ich tire coircessinIwas iritially rICeotilatcd sihaI have 
air ell'ective o- portunit\ to prtect tile colt rclctual right which it enjoys tnder this 
Agreement. ()n the other hand, it is not intended that tile scope of the negotia­
tions should he such as Ito make negotiations and agreement ruder Article XXVIII 
rindilv dilicult nor to create complications in the application of this Article in 

the ftlttirc tor concessions which result front negotiations thereunrder. Accord­
ingly, tire (r)NrI (nACI PARTIES deter mine that a contracting partyING should 0nY 
has at prinicipal supplying interest if that contracting party has had, over a reason­
able period of time prior to tile negotiations, a larger share in the market of the 
applicant cor itracti rg party than a contracting party with which the concession 
was Initially niegotiateuL r would, in tile judgment of tile ('oNTIA"rl ING PARrInS 
have had stich a share ii the absence of diisciimi natory qtua nt itative restrictions 
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maintaiMed by the applicant contracting party. It would therefore not be appro­
priate for the CONTRACTING PArtifs to determine that more than one contracting 
party, or in those exceptional cases where there is near equnal ity more than two 
contracting parties, had a principal stppin interest. 

5. NotoNNiti>,taidg iic delionith of"it ptiicipial ,miptplying interest in note 4 
to paragra ph1, tile (.'()NiRA iIN.; P..\flLs nmiv exceptionally determine that a 
contractitgi partyv has it principal supplyi, intCrest if tile coicession in qnest ion 
aflects tradc which conast itutCs t Mi0te part of the total exports o such conlltraCt-
Ing party. 

6. It is nct iteiadcd that provision for pirticipatiMn in tile nletiottattlonIs of 
a111Nycot tlracting party with a principll supplying Interest, and for consultation 

\,ith an' c mtractile partv Lving a substantial interest in the concession which 
the applicant contractin!, party is secking to modifv or \, ithdraw, should have the 
eflct that it should have to paiy collpellsiltiol or suffer retaliation greater than 
the \\ithdrawil or 1,mdificattiol souht11, jtied ill the light of, tile conditions of 
tr:'de at the time of tile plopo..d mithdraiwvaI or modilication, making allowance 
for any disctitixtttry qtt t I ttati,,cctictiotis -aintltned by the applicant 
coltlactin, pl't N. 

7. 'h'lu xpressi,, " ,ubtautial interest "' is not capable of a precise defini­
tion anId accordituelvI may rCsenIt dilicultics for tIe CON iRA ItN(; PAtIrtt-S. 
It is, lisyc\cr, intenuded to be construed to cover only those contraclti r g parties 

hilch have, or in the absence of discriminatory quanititative restrictions affecting 
their Cxports could ICasona lily be expected to have, a significant share inI the market 
of tile ctontractilg. party seeking to modify or withdraw the concession. 

Paragraph4! 

I. Any requnest for authorization to enter into negotiations shall be accom­
panied hy all relevant statistical and other data. A decision on such request 
shall be made within thirty (lays of its.' submissionl. 

2. It is recognizcd that to t'ermit certain contracting parties, dependitg in 
large measuie on a relatively sial II Inuher of primary commId itiCs a idrelying 
on the tariff as an importatnt itid for furtlierig diversification of their economies 
or as atn important s0nrce of revente, normally to negotiate for the modification 
or withdrawal of concessions only under paragraph I of Article XXVIII, might 
cause theni at such a time to make modifications or withdrawals which in the long 
rUlI \NLIld '' IpIiI1 cc',tI'\. lo sIc a s it the I PAR­( II Tit isoid I 10ta 1ion ('(IN .\(IIN6 

i.,iie such p,'aigitaph[i,, a ill t / ,in1 " colit.it tiig.1, patrt,,, tilider 4, to etnter 

ito IiC!tititistI - tile ,. they C0ousidCr thi \ tMild result ill, ot1 conritiliute sub­
stiltiall' to',,irds.sLuch increase as to threaten the stililitv of'iMn/ in tariff levels 
the Schedtiles to ti, AgreCllent or lead to LidLc dIStUlrba.nce of interIiat iotial 
tradeI . 
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3. It is epcLcfed that negotiations a uthorized under paragraph 4 for modi­
tication or withdral of' a single item, or a \ cry small group of items, could 
normally h hrouht to a concluSioni ilaSix.t dlar,. It is recognized, however, 
that such a period \ill he iiadequate for ca,, s imtvoline necotiations for the 
modification or \,ithdr mal of a ]<lroer ntin1imher of" iltenls ilt in 'arich cate,, there­
fore, it w\ould he IppropriaCt for the ('( N IZl .\(ItN; 1ARiiS t) eCrie longer 
p>eriod. 

4. The termincattion ireferred to in paraaph 4 (/) shall he made by the 
CON I. l'.n(i .\R Ii[IS i t1in thirt d\ I of the snnmission of the matter to them, 
uinless the i jlica it ciH irC in part> agirc> to a hlazler pcriod. 

5. In dctcrminin.,, indcr aip i 4 (,/) \\hcther all applic;nt contractin 
pI;t> ha,, uniuc:,aoIIahl] failcd to olr aeijaciJLJtc coiiipeii)siiwi, it is indel'stoodl 
that thn . ) li I\( It\ ,ill S \\ill takC diuc a o u1-int 0f' the speUc'ial position of 
it cntratcting pit> \l-ichilS houndt alhigh proportion of" it', tarills it \ery low 
rate, of dUty ind to this C\tClt La, IcesS scope thin other coatracting parties to 
make comnll lSaitor> adi.L usltlit. 
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APPENDIX 2:
 
SELECTED ARTICLES OF THE SUBSIDIES CODE
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Annex illustrative List of Export Subsidies 

(a) 	The provision by governmnents of direct subsidisito a' firnncOr an, indUs~ry, contingent 
~Upon export performance. ;
 

sretentionchemies-ooriysimilar practices which involve-a bonus-on exports .
 

(c) 	 Internal transport and freight charges oil export shipments, provided or mandated by 
governments, ol terms more favourable than for domestic shipments. 

(d) The deliveryl ly governments or their agencies of lmppried or domestic, products or 
services for use in the production of exported goods on terms or conditions more 
favourable than for delivery of like or directly competitive productS or serv s for use 
in the production of goods for domestic consumption, iftin the case of products) such 
terms or conditions are more favourable than those corinemcially available onl world ,­

markets to their exporters. 
(e) 	Thle full or partial exemption, remission, or deferral specifically related to exports, of 

direct taxes) or socialwelfare charges paid or payable by industrial orcommercial
 
;enter-prises.'
 

(f) 	The allowance of special deductions directly related to exports or export performance, 
over and above those granted in respect to production for domestic consumption, in 
the calculation of the base oil which direct-taxes are charged. 

(g) The exemIl)tio' or remission in respect of tile production and distribution of exported 
products, 0f indirect taxes' in excess of those levied in respect of the production and
 
distribution of like products when Sold for domestic cOnsuimption.
 

(h) The exemption, reiission or deferral of prior stage Cumulative indirect taxes' o goods,,
" or services used in the prOdudtion of exported products in excess of tile exemption, , 

remission or deferral of like prior stage cumulative indirect taxes on goods or services 
used inl the production of like products when sold for domestic consumption; provided, 
however, that prior stage cumulative indirect taxes may be exenipted, renhitted or A 

deferred on exported products even when not exempted, remitted or deferred on like 9 
products when sold for domestic consumption, if the prior stage cumulative indirect 
taxes are levied on goods that are physically incorporated (making normal allowance 
for waste) in tile exported product.' 

(i) 	 The remission or drawback of import charges' in excess of those levied on imported 
g ods that are physically incor'jorated (making normal allowance for wate) inllthe 
exported product; provided, however, that in particular cases a firm may use aquantity 
of home market goods equal to, and having the same qualityand characteristics as, 
the imported goods as a substitute for them in order to benefit from this provision if 
the-import and the correspoiding export operations both occur within i reasonable 
time period, normally not to exceed two years. 

(j) 	 The provision by governments (or special institutions controlled by governments) of 
export credit guarantees or insurance programmes, of insurance or guarantee pro . 
graninies against increases in the costs of exported products' or of exchange risk 
programmes, at premium rates, which are manifestly inadequate to cover the long­
term operating costs and losses of the programmes., -, 

(k) The grant by governments (or special institutions controlled by and/or acting under 
the authority ofgovernments) of export credits at rates below ihose which they actually 
have to pay for the funds so employed (or would have to, pay if they borrowed on 1" 

international capital markets in order to obtain funds of the same maturity and 
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APPENDIX 3: 
MINISTERIAL DECLARATION 
ON THE URUGUAY ROUND 

PARi I/ 

NEG(OTIATIONS ON TRAI)I IN (O()ODS 

Negotiations ,hall aiitn to: 

(i) 	 brine thot furl hlir and expansion of world tlr'l tOflibter lii/aio the 
benclit of illcountrics, espec'ially lc,5,-deell,d contraCtilng parties, in­
cltidinrr tIe of acccs b tIe reduction and elim­tipo\ 0il.Uin to linarkt 
in.ti ir(rt t titl , iliuaniti!ati\ c ret icli l ] ;iirrl t[lher iron-tariff lteasuiCs 
and o t a.lc", 

(W) streetlhei tlik rulh u ( 6\ I , i1Ij)p~cO\C tile i tiltli, ltralin. sI Ctl 
O 11 Lt. \videri lased toen iilcil irn 111 of the ( :\l I anid(.lbin about a 

coverage of world tr.de under agreed, effective and .nforceale multi­
lateral disciplines; 

B. (t','l.A l.t'\'"'S G(7'R,[,I"(; ,'/-; 0[ITION" 

(i) 	 Necgttiations shall be cowducted in aitransparent manner, and consistent 
wvith 	the objtivs and cOmlli tment s agreed in this I)eclaration and with 

" the prinucilpi of the (icieral IAgreeliCt in orCri to ensure Mutual ad­
van!agce and increaed teienfit s !o all paticipats. 

(ii) 	 Th,, launching, tile condnct aid the implemvientation of lhe outcome of 
the Negotiations shah b treated as parts of a single undertaking. How­
ever, agrtenients reached at an early stage may be i mplmentme.d on a pro­
visional or a definitive basis by agreemiient prior to the formal conclusion 
of the Negotiations. Early agireements shall he taken into account in as­
sessing the overall i!anc. of the negotiations. 

(iii) 	 Balanced concessions should be sought within broad trading areas and 
subjects t be iceotiated in order ti avoid uiniiwarranted cross-sectoral 
demands. 

Excerpts reprinted by perinisoii of fit Atilantic Council of the nitud Stales fioni77h_ Umgmuryl Round of 
MultilateralTrd'i,Vetiao.s ndelldr GA I: Polcy 'roposals on frade andl StVictes. Report of Ithe Atlantic 
Council's Advisory Trade P,1110, NOhvwobcr IQ87. 
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(iv) 	 CONTRAiCTIfNG PARTIES agree K the principle of differential and 
more favorable treatment embodied in Part IV and other relevant provi­
sions of tlt (ieneral A,,recmenl and in the Decision of the CONTRACT-
ING PARTIES of 28 November 1979 on Differential and More Favour­
able Treatment. Reciprociry and Fu ller Participation of l)eveloping Coun­
ries applies to the negotiations. In the implementation of standstill and 

rollback, particular care should be given to avoiding disruptive effects 
on the trade of less-developed contracting parties. 

(v) 	 The d,'weloped cotlu itcs do not expect reciprocity for commitments made 
1,y them in trade ,icgotiations to reduce or remov tianifs and other bar­
riers to the trale of developi.:ig countries, i.e., the developed countries 
do not expect tIe developing comtiirit.-, in the course of trade negotia­
tions, to make coitrihutions which are inconsistent with their individual 
developitlcrt, financial ;and trade r ccds. l)c\cloped contracting parties 
shall therefore niot seek, nei her shall less-developed contracting parties 
be relrired to make, oicessions that are inconsistent with the latter's 
development, financial and trade needs. 

(vi) 	 l.ess-devclopcd contracting parties expect that their capacity to make con­
ributions or negotiated concessions or take other mutually agreed ac­

tion under the pro\isioris and procedurs of tle General Agreement would 
improve with, tie progrcssive developmen of their economies and im­
provelellt in their trade situation and they would accordingly expect to 
participate more fiuilv in tIl framework of rights and obligations under 
ihe General Agreemnt. 

(vii) 	 Special attention shall be given to the particular situation and problems 
of the lea't -developed countries and to the need to encourage positive 
measures to facilitate expansion oftheir rradiing opportunities. Expeditious 
implementation of tile relevant provisions of the 1982 Ministerial Declara­
tion concerning the least-developed countries shall also be given appro­
priate atteit, ion. 

('. STANDSTILL A.ND ROLLBACK 

Commencing immediately and continuing until the formal completion of the 
Negotiations, each participant agrees to apply the following commitments: 

Stendstill 

(i) 	 not to take atny trade restrictive or distoririg measure inconsistent with 
the provisions oI the General .greerent or the Instruments negotiated 
within the frariwvork of GA*11 or Under its aul;pices; 

(ii) 	 not to take any trade restrictive or distorting measure in the legitimate 
exercise of its GAIT rights, that would go beyond that which is necessary 
to remedy specific situations, as provided for in the General Agreement 
ard the Instruments referred to in (i) above; 
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(iii) 	 not to take any trade measures insuch a manner as to improve its nego­

tiating positions. 

Rollback 

(i) 	 that all trade rcstrictive or distorting measures inconsistent with the pro­
visions of the General Agreement or instruments negotiated within the 
framework ot GAl I'or under itsauspices, shall he phased ou( or brought 
into conformity within an agreed time frame not later than by tihe d.,e 
of the 	formal completion of the ,egotiations, taking into account m1ulti­
lateral agreements, undertakings and understandings, including strength­
ened rules and disiplines, reached in pursuance of the Objectives of the 
Negotiations, 

1). ,,/B,/.(N'T FOR 'F();O 7Ii'770XS' 

Neuotiations shal aim, hy appropriate methods, to reduce or, as appropriate, 
eliminate tarift's including the reduction or elimination of high tairiffs and tariff 
escalation. llplhasis shall he gi\en to tlie expansitn of the scope of tariff con­
cessiori anioni! all participarir . 
Non -tar{,!/ (.-,,l'. 

Ngego iat is shall ain Ni reduce or eliminate non-tariff measures, including 
(Uatrlitiani\'c restri . , \Vitl'onnr prejudice to ar,, action to le taken in fulfill­
met of tile ollha. icollinlitncurts. 
[,)'hca! t'/O(Iil ".S 

Ncotiationt, siall tini at the 'ullest liheali/ation of trade ini trnpical prod­
tis, iNcludiily in nhcir processed and sei-processed forms and shall cover both 
taritf and all ill easinres aflcCling trade inton-taliffra 	 these products. 

A"("at1/r/ k e.w; rw'c- B,wd l'rodUCtIS 

7Texilhs. afl( Clothing 

(ONTRA '1I N( PARTIES agree that there is an urgent need inbring more 
discipline arid iredicabilit v to world agricuItural trade by correcting and pie­
venting rest ririons ard distort ionis including those related to struntnrural surpluses 
so as to reduce the uncerraiirv, imhalances arid instability inworld agricultural 
markets. 

Negolialiois shall aim to achieve grealcr liherali/aioi of trade ill agricul­
tlre and bring all measures afecting impor access and C1port cornpetitio under 
strengthened arid more operatio wilv efctN o (.\1 rtiles and disciplines, taking 
into account tile genera iprinuciples goverll ic ilie riegotiations, by: 
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0) irnprovin market 	 c,/ia, the reduction of importt ;ccs through, i/r 

barriers;
 

(ii) 	 imlirovitig the comlpetitivc cnvironmnent by increaing discipline on the
 
usc of all direct .nd iridi i - i .,icsand other meastures a fflectigt directly
,ct cibsl 

or indirectly the pha,cd redt:tiic (i
of their ncuativc elfects, aiid dealing 
-with their caus,: 

,l' C1,tc et. 
tiot. an.d harriers caln haC Oth trade in a:eiUiltirc, taki inlto aCcoUnt 
tile r,:lCv~tt) im cr,.u+;, agit.o.l.,icim,. 

(iii) 	 mi.iilti,ii I hel a: ckt,. Lhiat satlitary aid phytosalilarv rcegula­

otna;.l 


In order to ,hie\ thelOe ohcti\ es, the ncgotiatinu group h%\ ing respotn­
atriculttre ill dped.ifilito1or all dpcto v, use the reeotlnpti&,t ,y
 

the (i()NIR.\( 'IIN(i I,\R If iS ar their lrrtithCe,'ioji, vhich wer developed
 
ill a.orx It the (;,-\ I982 Nlinliterial I'roerammu and take account
iuc %\ith I 

.of the approa.:h 'aec,,,d it the \,ork of the (Ct mirttce ont trade in Agri­
"
culture ,ithout lrc Udih to otheC"r trtelli kc, tl titight ahic.c the objectives 

of tihe Newotiatuion,. 

Pat ticipl;nt', ,hall re, icy, exit in"c GI.. I"I airt iclcs, provi il.s and disciplines
 
at,:.' .i,hv paric,, aind, as appropriate, undertake
,UC 	 iltC:.SriCd Ct1r;aclill 

tiUI \ c n thite ,i\ acit,'nerilt sac,t r rd. is pair ticular iliportance 
,oftr,.icthuit- stena\ s in the NTN,.to tO.i of the 'i1\ i I arid to pw.ro, 

halceriaodur 
- hhall he hased on tIhe 'a-icprittciples of tic ( icilcral .\Zpliee '.'trt; 

(ii) 	 1it ott sdtgtAN: 

. the follo(\iIi 
Crac, h' ct,. ,oract ion iiteldiing the conept of seriotis inury 

,alli colIit nicif licl, 'ltiil": transparency, Cov­
netlria 

tlratI therco f, 
illnl . ottll e tliatioln, notificatlion , cois- 1,tltatioil, m lti­

or tl ttlli polai iIar1tr , deure', si\ it v a .,l.IJtt ti raI adjlist­
otpell'ail tid 

!Sutral sur\cillkice 'id dpipte seticHinCt" and 
. ,hall ,.'u i citli 'ce the dlisciplines of thcn(eicral ,\yrcinelltntttd 


hid Shotil atpl\ th- all COintl I . ip rlic,,.
 

.r1icc'm -tAl T -\ aud l/ 'nca!: 
N't It iiI- sill ,tnm to inp o\rC, et Ip. orio .pa lai.,as appro prt tte, a r e­

merts, and arrnlentums nwrotiAt.d in itie kvo R of Multilatcral Ncoti-I .ound 
atioIns.
 

Ncotiations ot sidi_, ati .. ttiervailitl mCa,urc, ,hall be bhasd onl a 
rvi.',v of ,rticlC VI and 2XVI ,nd the N111 aentceCCInt ol .ttlsbidiC a ldCounter­
vailirie nicasur.-.s \\ ith tit.:oicct y, ofI inllrovi n (,%l I disciplines relating to 
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all subsidies and countetAiling Measures that affect inleriational trade, AI ne­
gotiating group \N ill ho Ctablihed to deal ,with thcse issucs. 
/)i.V)7,11 S etilcm('11 

In order to ellstle prompt aid fct'el\ rlsottilt O1 disputsC to the benefit 
of all coll: 1Clr'17 p: ti" , llc'oliatioils ,lall ail to inllpr c.and silrciehile the 
rles and III(: procec il ,, oftile dhipuct settllicitil proc,,,, Mhilc rclogniinig
the Coll(riItiihjl. Iit \1ltlI he iil.de h\ 
Iulcs and di ipli Ncolitation,, 11;il inIclicc the clc\cla0piCIlt (4 adqualte 

\ 	 lhiore elTtcii\ cand cralorceable GATI 
\C. 


arriitliclil,, it \ 'cneuirrelldlndliliroilglL 0l Ih1e plrOHcic,r halt Would la­
cilirat: coitiplirliLc \\I l adopt c recetrll l,lloil,. 

Trade Re1'Iatr .1.IuYw(Iffin U/:h'mal Iroper, &Rir/tlx,in/hfiLn Trade itCoin-
Ilrleit Goo(LA 

7rae-R'IU IaVc/?( ',.z h1'amiire. 

f.. F( '\' T/OI+(,Of' Til- (LI TT SYSTEM 

Negotiatiotis shall aim to develop understandings arnd arrangeents: 

(i) 	 to cnhincc the tIur\c1LhaicC ii the GAFII to enable regiilar monitoring 
otf trade polici, anld prailice of contracting parties and their impact on 
the luictlt niic! of the I tultialcra! rladillc sstIcm1; 

(ii) 	 to irpro\ tre. M\era!!ceieti'ire,, aid decision-making of the GATT 
atSaI i lnlit Iit0fl, inetindiila, mtcr u/ia, ti ront h il olvenmeits ot ministers; 

(iii 	 to increaCc tie ,conli iliLoil of the (i\ I-1 to phi,_lincgreater coherenceit eloba ccoilionic p mlic\making through strengtheiing its reaiioship 
wit h ot her ilierii it t rcspon ile or monetary and finan­ninali!orca i 

cial llat fte.
 

F..P 1R I( I Ti/OX 

G. ORGA NI/A TIOX OF TiHEK NEGO TIA 77ONS 

A Group of Negotiations on (loods (GNG) is established to carry out the 
programme of negot arions contailed in this part of the Declaration. The GNG 
shall, 	inwr alia. 

(iii) 	 establish negotiating groups as required. 

(v) 	 coordinate the work of the negotiating groups and supervise the progress
of the negotiations. As a guideline, not more than two negotiating groups 
should nreet at the same time; 
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