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EXCUTIVE SUMMARY 

USAID IS engaged m a strategy-craftmg process to help vulnerable developmg 
countries address Impacts of the Uruguay Round GATT agreement on food secunty 
Specifically, the Agency IS explormg a range of assistance strategIes to address needs for food 
pnce stabIlIzatIOn and other complementary pohcles whIch Improve food secunty, and more 
broadly, to help developmg countrIes prepare for the next round of multIlateral trade 
negotiatIons ThIs paper contrIbutes to that process 

The Uruguay Round's Agreement on AgrIculture brought discIphne to world trade m 
agrIcultural products for the first tIme Developed and developmg countrIes commItted 
themselves to a range of regIme reforms, the purpose of whIch was to reduce dIstortIOns m 
agncultural markets and thus Improve the economIC effiCIency of productIOn and trade 

On closer evaluation, the Impact of rules changes brought about by the Round has been 
shght m terms of theIr effect on domestIc and mternatIOnal agncultural market pnces 
DefirutIOns of acceptable polIcy InterventIOns, base perIods, tanff ceIhngs, and new tarIff 
ImplementatIOn modalItIes were creatively cast, resultmg m an InternatIOnal polIcy regIme 
commItted m theory to reform but bound m realIty by a number of contmued loop holes 

In fact, the bIggest accomphshments m agncultural polIcy reform have taken place not 
as a result of the Uruguay Round Itself, but m response to fiscal and dIplomatic pressures, felt 
m developed and developmg countnes alIke Mountmg budget costs of dIstortIOns m developed 
countrIes led to a scalmg back of the most costly supports General economIC diseqUIlIbnum m 
developmg countrIes led to structural adjustment programs, supported by donor financmg 
Nevertheless, the Round was polItically useful because It harmoruzed and codIfied many of 
these reforms undertaken m mdividual countnes 

In many ways, reforms In developed countnes constitute the most Important polIcy 
regnne changes With respect to developIng country food security Developed, net food 
exportIng countnes are reducmg dIrect support to agrIculture, reducmg or suspendmg subSIdy 
of exports, and shIftmg from a system of productIon controls (productIOn targets, land set 
aSIdes, ) to one of dIrect farmer Income support The short-term effect of these polIcy 
changes was upward pressure on world pnces, wItnessed m 1996, ~protectIOn was reduced 
for productIOn of baSIC commoditIes and food stocks fell However, those pressures were 
temporary World markets adjusted to these stock reductIOns, and stocks are m fact beIng 
rebUilt as supply responds to the InternatIOnal pnce peaks The longer term effect of these 
reforms wIll be a reallocatIon of production resources Into more effiCIent aCtiVIties, stimulatIng 
productIOn - and trade - of agncultural commodIties and redUCIng pnces WhIle the ongInal 
adjustment may have threatened vulnerable net food ImportIng countnes, In the longer term the 
Round should brIng greater, lower pnced supplIes of baSIC foodstuffs 

In many developIng countries, the reforms Introduced under structural adjustment 
exceeded the scope of COImmtments made by these countries durIng the Round Where 
Implemented, these reform programs have typIcally led to the converSIon of non-tanff Import 
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barrIers mto tarIffs and the replacement of state-run trade and marketmg offices WIth pnvate 
actors, food markets operate more efficIently today Where trade and marketmg barrIers have 
fallen, the net effect has been posItIve for consumers, whose pnces have come down The 
ensumg reallocation of resources to more competItIve sectors should also result m mcreased 
employment opporturutIes and hIgher mcomes, WIth a concomItant mcrease m domestIc food 
secunty, although these efforts have yet to matenalIze m many reformmg countrIes 

The dIrect effect of the Uruguay Round Itself on food securIty m developmg 
countries IS less clear To begm WIth, least developed countrIes are exempt from reform 
commItments Dunng the Round, many other developmg countnes negotIated a wIde polIcy 
berth for themselves, resultmg m very lIttle real polIcy reform m theIr countnes OfficIally, the 
ceIlmg rates at whIch border protectIOn IS bound post-Uruguay Round m developmg countnes 
mcreased dramatically, although the rates of Import taxatIOn actually bemg Implemented are m 
many cases below these ceIlmgs Still, m some developmg countrIes, the net effect of these 
changes has been an mcrease m agncultural protectIOn over tIme 

In some mstances m both developed and developmg countrIes, agreement to the 
Agreement on Agnculture was only won at the expense of new dIstortIOns, such as tanff-rate 
quotas Also, the Round by and large Ignored reform of the underlymg mstitutIOnal regIme 
governmg agncultural productIOn, marketmg, and trade, leavmg agncultural trade polIcy m 
the hands of state tradmg orgaruzatIOns Among other effects, thIS precludes the adoptIOn of 
market-based measures for managmg food securIty by pnvate actors 

Thus the Round's outcomes may result m mcreased food Insecunty for least developed 
countnes and net food Importmg developmg countnes whose agncultural adjustment programs 
fall short of what IS reqUIred to transform theIr countnes' food regImes Moreover, mcreased 
food pnces, or world food pnce vanabIhty, may hamper vulnerable countrIes' abIlIty to afford 
food purchases dunng tImes of drought or CIvIl strIfe Reduced avaIlabIlIty of food aId may 
also contnbute to mcreased food InseCUrIty of vulnerable populatIOns dunng penods of food 
supply stress 

However, concerns about Increases In food prIces or price variabIlity mIss the 
pomt The lIterature on trade openness, economIC growth, and poverty reductIOn IS now clear 
that the gams of multilateral trade negotIatIOns are greatest from countrIes' own economIC 
reforms Increased openness to world markets promotes econOmIC growth, WhICh m turn raIses 
mcomes and helps to alleVIate poverty The biggest food securIty threat to the most 
vulnerable developIng countrIes IS thus the persistence of trade barrIers and lack of 
IntegratIOn WIth the global economy 

Thus, developmg countnes whIch have Implemented real polIcy reforms - encouragmg 
a shIft mto more effiCIent crops and productIon techruques, accessmg world markets to supply 
some portIon of food reqUIrements when more effiCIently produced abroad, reducmg 
dIstortIOns at the border so that Imports and exports wIll at relatively low cost, allowmg pnvate 
actors to assume a greater proportIOn of market functIOns, and encouragmg the development of 
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market-based mechamsms for managmg nsk - wIll not suffer adversely from structural 
adjustment or the Uruguay Round, and should prosper InStead 

AId polIcies Will best be directed toward encouragmg recalcitrant developmg 
countries to push on With these liberalIzatIOn efforts and to strengthen mcentIves to 
prevent polIcy backslIdmg In order to ensure that developmg countrIes maxumze theIr 
understandmg of and returns from these talks, aId orgaruzatIOns should ensure that alternatIve 
negotiatIOn POSItiOns are prepared m partner developmg countnes and careful unpact 
assessments undertaken by them In order to empower them to act WIth authonty and conVIctIOn 
and to bnng back meamngful benefits for theIr countnes 

Beyond economic models, developmg countries should pursue a three-pronged 
negotiation strategy m the next Round of multIlateral agricultural trade negotiations 
Fzrst, they should push their developed country partners to contmue to reform their own 
agricultural economies m order to stop exportmg mternatlOnal price mstabllIty, With 
which the developmg countries are Ill-eqUIpped to cope Second, they should contmue to 
lobby for Improved market access m developed countries for their own agricultural and 
non-agricultural exports Most Importantly, they should push the next Round to call for 
contmued reductions m agricultural trade barriers m developmg countries to use as 
leverage agaInst backslIdmg and for contmued reform back home 
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BACKGROUND 

An mteragency workmg group of U S Government orgamzatlOns, compnsed pnmanly 
of the Departments of State and Agnculture and the U S Agency for InternatIOnal 
Development, IS workIng on a strategy for stabllIzmg the food Import burden for vulnerable 
developmg countries (U S Interagency Workmg Group, 1997) Tills paper will address a 
number of tills group's concerns 

In the followmg sectIOn, the commItments made by WTO members to agncultural 
polIcy reform are dIscussed The agncultural polIcy reforms made to date by developmg and 
OECD countrIes both pnor to and smce the UR, as reported m avaIlable secondary lIterature, 
are then summarIzed One example, that of Morocco's agncultural market and mstItutlOnal 
reforms, IS offered m greater detaIl as mdicative of the compleXIty of the agncultural reform 
process Other examples are drawn from recent World Bank conferences revIewmg post UR 
expenences m Latm AmerIca and South ASIa and from trade polIcy InformatIOn gleaned from 
the Internet WIth regard to sub-Saharan Afnca 

Followmg tills mventory, polIcy options for OECD countrIes to mcrease food secunty 
m vulnerable developmg countrIes are descnbed Fmally, agncultural Issues bemg Identified 
for the upcommg round of multilateral trade talks, due to begm m 1999 or 2000, are reVIewed, 
wIth an eye to a proposed work program for asslstmg developmg countnes WIth the analysIs 
reqUIred to bnng them through the next round as more equal partners 

AccomplIshments of the Uruguay Round 

In 1994, the world commumty completed the Uruguay Round (UR) of multilateral trade 
negotIations m whIch It cOmmItted Itself to a new set of trade prInCIples whIch mcluded, for 
the first tIme, trade m agncultural products Independent of these talks, many developmg 
countrIes were already undergomg programs to reform the underlymg polIcy structures of theIr 
productIve sectors, mcludmg agnculture, wIth the techmcal and finanCIal support of bl- and 
multIlateral development aId agenCIes ThIS paper IS WrItten from the optic of four years of 
expenence WIth ImplementatIOn of the Agreement on Agnculture, SIgned as part of the 
Uruguay Round Agreement (URA) , and fifteen years of expenence WIth ImplementatIOn of 
structural adjustment programs, m order to revIew the status of reforms and theIr effect (actual 
and antICIpated) on food securIty 

The URA's Agreement on AgrIculture focuses on mcreasmg access to heretofore 
protected markets and reducmg domestIC and export support to producers The exact 
commItments are explamed below 
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Increasmg Market Access 

As part of the Agreement's effort to mcrease market access, all non-tanff barners were 
converted mto tanff eqUIvalents (a process referred to as "tanfficatIon"), based on the 
dIfference between domestIc and world pnces m 1986-88 I Developed countrIes are oblIged to 
reduce these tanff ceIlmgs by 36 percent over SIX years, whIle developmg countrIes (least 
developed countnes excluded) wIll reduce cellmgs by 24 percent over ten years 

In some Instances, tanfficatIon has resulted m the consolIdatIOn of officIal ceIlmg rates 
at qUIte hIgh ad valorem levels, whIle actual applIcatIOn rates are much lower ThIs practice of 
"dIrty tanfficatIOn" gIves countnes sIgmficant fleXIbIlIty WIth regard to mamtammg 
agncultural protectIOn WIthm the cetlmg, for example, a country may stIlI employ Import 
pnce sensItIve border protectIon mechamsms, such as pnce bands or vanable leVIes (Carson, 
1997, Konandreas and Greenfield, 1997) 2 If a country opted to mtroduce ceIlmg bmdmgs on 
the Import of a partIcular commodIty, however, no recourse to speCIal safeguards IS allowed 3 

In countnes for whom conversIOn from quantItatIve restnctlOn to ad valorem tanff m 
one step was too drastIc a reform, tanffication was made m the form of tanff-rate quotas 
(TRQs) In thIs case, market access IS regulated VIa tarIff for a fixed quantIty of Imports, WIth 
above-quota amounts subject to prohIbItIvely hIgh duty rates 4 In the case of partIcularly 
senSItIve goods III four countnes, quantItatIve Import restnctlOns were mamtamed, subject to 
mImmum market access reqUIrements, as part of a speCIal treatment clause 5 

J Because 1986-88 was a penod of depressed world pnces, tanfficatlOn was biased upward, I e the dIfference 
between domestIC and world pnces resulted m a hIgher ad valorem tarIff eqUIvalent than If trend pnces had been 
used 

2 Low (1997) notes that varIable Import charges, If defmed WIth an objectIve of domestIC food pnce stabIlIty, 
applIed WIth equal force to upward and downward mtematlonal pnce swmgs, and anchored to mtematlonal rather 
than domestIc reference pnces, may pass WTO scrutmy 

3 Contmgency measures, such as safeguards, antIdumpmg clauses, and countervatlmg dutIes are allowed for 
agncultural trade as per earlIer GATT rules, when the domestIC market IS under speCIfic threat from predatory 
Imports These measures may help to preserve domestIC pnce stablhty m the face of sudden drops m mternatIonal 
food pnces 

4 TarIff-rate quotas present a number of drawbacks TheIr use may mtroduce quota rents mto an economy may 
(under certam CIrcumstances) exacerbate domestIC pnce mstablhty compared WIth a pure tarIff pohcy and can 
also mtroduce mstablhty WIth respect to the tImmg of Import transactIons, as Importers play games to Juggle theIr 
Imports m under a quota or delay untIl the new calendar year or quota penod (Abbott and Paarlberg, 1997) Most 
Importantly they mtroduce a new level of government mterventIon mto the management of agncultural trade 
exactly the opposIte of UR objectIves 

5 Japan Korea, and the Phlhppmes, for nce, and Israel, for sheep meat and certam daIry products 
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ReductIOn of Measures of Support 

The Agreement also mandates reductIOns m aggregate measures of support (AMS) 
resultmg from any productIOn and export polIcIes not mcluded m an allowable "green box" 
category of mterventIOns (1 e those With lIl1I11Il1al lffipact on trade such as research, dIsease 
control, mfrastructure, and food securIty) Developed countrIes wIll reduce the total AMS by 
20 percent over SIX years, relatIve to a reference perIod (1986-88), whIle developmg countrIes 
(agam, least developed countrIes excluded) wIll reduce by 13 percent over ten years However, 
most developmg countrIes reported very low AMS levels to begm WIth If the aggregate AMS 
m developmg countrIes does not exceed 10 percent of the total value of agrIcultural 
productIOn, a separate de mznzmus clause pernuts dIrect prIce support 

DIrect export SubSIdIes, such as the D S Export Enhancement Program, are to be 
reduced m value by 36 percent and m volume by 21 percent below a 1986-90 reference perIod 
over SIX years Developmg countrIes agam enJoy speCial treatment, WIth reductIOns eqUlvalent 
to two-thIrds of those for developed countrIes, Implemented over a ten-year perIod No new 
export SubSIdIes may be mtroduced 

Expected Impact of the Uruguay Round on Food Security 

Food securIty could be affected m a country m a number of ways by the DR It may 
result m mcreases m levels of world pnces, WhICh would have an OdIOUS effect on a country's 
food lffiport bIll It may result m tighter avaIlabIlIty of food surpluses, whIch (aSIde from the 
world prIce effect) would Ilffilt the avaIlabIlIty of concessional food aId And It may affect a 
country's ablhty to manage ItS food securIty, from an mstitutIOnal perspectIve 

World market prIces for baSIC foodstuffs could be affected by DR-mduced changes m a 
number of ways For example, the reductIOn m protection to food exportmg countrIes could 
result m a ShIft out of productIOn and reduced avaIlabIlIty of exports of those protected 
COmmOdIties, puttmg upward pressure on pnces The mtroductIOn of mlrumum market access 
thresholds mto Japanese and Korean markets for certam foodstuffs could result m mcreases m 
the mternatlonal demand for speCIfic foo<Ll>roducts, and agam raIse prIces ReductIOns m 
protectIon m food surplus countrIes could (and dId, m 1995-96) lead to a drawmg down of 
mternatIOnal food stocks, whIch could (and dId) put upward pressure on world prIces 
Moreover, thIS tIghtemng of food supply condItIons may squeeze the quantItIes of food 
avaIlable at concessIOnal terms Such food aId IS espeCIally cntlcal to developmg countnes 
undergomg epIsodIC, rather than chromc, food InseCUrIty 

Smce the conclUSIOn of the UR, most analysts' evaluatIOns have suggested there wIll be 
nurumal negatIve Impacts for developmg countrIes Most of the general eqUIlIbrIum models run 
smce the conclUSIOn of the DRA, WhICh mcorporated all polIcy COl111llitments and mc1uded 
polIcy feedback effects m both developed and developmg countrIes, suggest world prIce 
mcreases on the order of 3 to 10 percent for graIns and OIls (Sharma, Konandreas, and 
Greenfield, 1997) due dIrectly to DR reforms ThIS must be evaluated m the context of 
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expected contmued dechnes m real world prIces as projected by the U S Department of 
AgrIculture (1997) Valdes (1997) cautIOns that the lIDpact of the UR Agreement WIll be felt 
dIfferently m mdividual countrIes, dependmg on whether a country IS a net exporter or 
lIDporter of agrIcultural products, and whIch products are mvolved 

Shghtly hIgher expected mternatIonal agrIcultural prIces may be beneficIal to 
developmg country exporters of these commodItIes However, net lIDportmg developmg 
countnes, partIcularly those whose overalllIDport bIll IS dommated by food expenses, wlll end 
up paymg more for theIr food lIDpOrtS than they otherwIse would have paId 

InternatIOnal food pnce mstabilIty may also mcrease, at least m the short run, as 
governments m developed countrIes reduce theIr domestIc support to agrIculture and allow 
theIr stocks to be drawn down UnpredIctable mstabilIty of prIces IS an addItIonal complIcatIOn 
reqUIrmg forward planmng or hedgmg, WhICh may be dIfficult for state tradmg orgamzatlOns 
or mexperIenced prIvate traders to handle The effect of the stock drawdown on prIces may 
already have been felt In 1996, for example, wheat prIces rose by nearly 40 percent compared 
WIth averages from 1990-95, whIle maIZe pnces rose by 50 percent These spIkes were the 
result of gram stock declInes to 14 percent of world cereal consumptIOn, less than the 20 
percent deemed by F AO at the tlIDe to be necessary to mamtam world gram market stabIlIty 
Smce then, stocks have stabIlIzed between 15 and 16 percent of world gram consumptIon, and 
world pnces have calmed back down 

In response to these rIsks, the URA's "DeCISIon on Measures Concermng the POSSIble 
NegatIve Effects of the Reform Programme on Least-Developed and Net Food Importmg 
Developmg Countnes" (referred to hereafter m thIS paper as "vulnerable countrIes "6) states 
that the most vulnerable countrIes "may experience (ItalIcs added) negatIve effects m terms of 
the avaIlabIlIty of adequate suppbes of baSIC foodstuffs from external sources on reasonable 
terms and condItIons, mcludmg short-term dIfficultIes m financmg normal levels of 
commerCIal lIDPOrtS of baSIC lIDportS " The DeCISIon commItted the WTO to a number of 
actIOns SpecIfically, the WTO' s COmmIttee on AgrIculture and the broader Mimstenal 
Conference (the supervIsory body of the WTO) WIll 

• reVIew perIOdIcally the level of food aId and ImtIate negotIatIOns to ensure 
commItments of suffiCIent levels of aId durmg the reform program, 

• adopt gUIdelInes to ensure that an mcreasmg proportIon of baSIC foodstuffs IS prOVIded 
to the most vulnerable countnes m fully grant form and/or on approprIate concesslOnal 
terms, 

• gIve full consIderatIon to requests for fmancial and techmcal aSSIstance m the area of 
lIDprovmg agrIcultural productIVIty and mfrastructure, and 

6 Accordmg to the WTO Comrmttee on Agnculture, thlS mcludes the least developed countnes as recogruzed by 
the Economlc and SOClal Council of the Uruted Natlons plus Barbados Botswana, Cote d'IvOlre, DomlnIcan 
Repubhc Egypt, Honduras Jamalca, Kenya MauntlUs, Morocco, Pakistan, Peru, Samt Lucla Senegal, Sn 
Lanka, TrlnIdad and Tobago TurusIa and Venezuela World Trade OrgaruzatiOn, G/AG/5/Rev 2 March 17 
1997 
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• grant dIfferential treatment m favor of saId countnes WIth regard to the avaIlabIlIty of 
agrIcultural export credIts and mternatIOnal financial mstitutIOn resources for short-term 
dIfficulties m financmg normal levels of commercIal Imports 

The DecIsIOn's remforcement of the Idea that developmg countnes are dIfferent and 
deserve speCial treatment WIth respect to lIberalIzatIOn expectatIOns and roles m the 
mternatIOnal market perpetuates the notIOn that such speCial treatment wIll lead to Improved 
economIC outcomes, WhIch has not been borne out m the past Moreover, some of these 
actIOns, such as the commItment to mcrease the provISIOn of concessIOnal food grants, may not 
enhance food secunty and may m fact further jeOpardIZe a local economy's abIlIty to prOVIde 
all consumers with affordable access to food Nevertheless, these commItments were reIterated 
at the Rome World Food Conference m 1995 and agam at the WTO Smgapore Mlllistenal 
conference m 1996 At the latter, the WTO CommIttee on Agnculture proposed, and the 
Mlllistenal DeclaratIOn endorsed, the development of food aId commItment recommendatIOns, 
at levels suffiCIent to meet the legItImate needs of developmg countrIes durmg the penod of 
agnculture reform (through 2004) 

There IS concern that the UR WIll bnng negatIve consequences to certam regIOns, 
espeCially to sub-Saharan Afnca (SSA) (Harrold, 1995, Martm and Wmters, 1996) Purdue 
UmversIty's Global Trade AnalYSIS Project (GTAP) finds that two Important aspects of the 
UR, I e eroSIOn of Lome ConventIOn market access pnvileges m Europe and elImmatIOn of 
textIle and apparel export restramts on AfrIca's competitors, result m small but negatIve 
Impacts on economIC welfare m Afnca (about one-tenth of one percent of real mcome) (Hertel, 
Masters, and ElbehrI, 1998) Both Martm and Wmters and Hertel et al agree that far greater 
costs denve from the fact that AfrIca lIberalIzed less than other regIOns of the world, than from 
speCIfic actIOns undertaken outSIde of Afnca Interestmgly however, GT AP foresees a strong 
nse m export onentatIOn of AfrIca's non-gram crops sector, due to nsmg comparative 
advantage of Afncan nontradItIOnal crops stemmmg from Its relatively cheaper labor supply 
and land costs m the face of mcreasmg growth m ASia, whIch more than compensates for any 
antiCIpated mcrease m the baSIC food Import bIll 

Experiences wIth Agricultural PolIcy Reform 

Developmg CountrIes 

Expenences Pnor to the Uruguay Round 

The World Bank exammed the effects of trade, exchange rate, and pncmg polICIes on 
agncultural mcentIves m eIghteen developmg countnes pnor to the penod of structural 
adjustment and pnor to the Uruguay Round 7 In general, the study found that agncultural 

7 The countnes examrned were Argentrna BrazIl ChIle, Colombia, Cote d Ivolre, Domlll1can Repubhc, Egypt, 
Ghana, Repubhc of Korea MalaySia Morocco, Palastan, Phlhpprnes, Portugal, Sn Lanka, Thailand, Turkey 
and ZambIa See Krueger, Valdes, and SChIff, 1988 
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production was taxed In most countrIes, on the order of -30% relatIve to InternatIOnal 
reference pnces ThIS IS m strong contrast to ItS speCial protected pOSItion m most developed 
countrIes 

Interestmgly, the polIcy of mdlrect protectIOn, 1 e the cumulative effect of protectIOn m 
the mdustrIal sector and the lmked effect thIs has on the eqUIlIbrIum exchange rate, as well as 
other foreIgn exchange regune dIstortIOns contrIbutIng to overvaluatIon of the local currency, 
taxed agrIculture nearly three tunes as heavIly (-22 %) as dId dIrect pollcy mterventIOns (-8 % ) 
(SChIff and Valdes, 1992, p 15) That pattern of taxatIOn was not consIstent across 
commodItIes Exportables were taxed much more heavdy (-35%) than lffiportables (-9%) or 
staples (-16 5 %) From the perspectIve of dIrect taxation only, lffiportables were m fact 
protected (14%) compared WIth taxatIOn (-13%) of exportables (SchIff and Valdes, 1992, p 
19) 

InterventIon m agrIcultural markets was often JustIfied by developmg country polIcy 
makers as necessary m order to stabIlIze prIces to farmers,s and eVIdence of successful prIce 
stabIllzatIOn was found by the study Most surprISIngly, contrary to the common WIsdom that 
agrIculture IS taxed m order to keep food prIces low for urban consumers, It was found that 
consumer food prIces were commonly taxed relative to border prIces 

ExperIences In North AfrIca Morocco 

These patterns are faIrly typIcal of the experIences of Morocco, one of the eIghteen 
countrIes profiled by Krueger, Valdes, and SchIff Smce the 1960s, Morocco's dualIstIC 
agrIcultural sector has been managed by a complex of state marketIng, tradIng, and processIng 
orgaruzatIOns (Sweanngen, 1987, Tuluy and Salmger, 1989) Dry land and IrrIgated productIOn 
of SubSIstence grams and sugar crops for unport SubstItution eXIsts alongSIde mostly Irngated 
hortIculture for export The net effect of trade and prIcmg polICIes m the SubSIstence grams 
sector In the early 1980s was taxatIOn relative to border pnces (nomInal protectIon of -11 to -
13% for bread and durum wheat, and -18% for barley), whIle sugar crops were protected 
(nomInal protection of 27% for beet and 31 % for cane) OvervaluatIOn of the domestic 
currency (dIrham) Increased nomInal taxatIOn by a further 10% On the other hand, flush WIth 
revenues from phosphates exports dunng the commodIty booms of the 1970s, consumers of 
bread wheat flour were substantially protected, paymg 40% below reference pnces for the 
staple consumptIon Item 

By the early 1980s, however, the world commodIty booms of the 1970s had faded, 
publIc finances were pmched, and expendIture reforms were necessary Efforts to reduce 

8 Most developmg countnes lack the market based nsk-dIffusIOn mechamsms needed to allow agncultural 
producers themselves adapt to hIghly volatIle world pnces Futures markets are non-eXIstent m most developmg 
countnes, and the combmatlon of capItal controls and lack of expenence stIll precludes the use of foreIgn futures 
by domestIc actors m many developmg countnes 
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consumer pnces for bread, sugar, and vegetable OIls were met WIth mtense popular reSIstance, 
threatenmg polItical StabIlIty, and were qUIckly abandoned 

In 1984, the Government of Morocco embarked on a long senes of agncultural polIcy 
analyses (Government of Morocco, 1986, 1990) as part of a comprehensIve agncultural sector 
reform program, 'YhIch was supported by a sen~ of World Bank-led lendmg m the areas of 
agncultural sector adjustment and mvestment, publIc enterpnse reform, pnvate sector 
strengthenmg, agro-mdustrial development, and rural development As descnbed m mternal 
World Bank documents ten years later, m-depth sectoral analyses mcreased comprehensIOn of 
the adjustment process withm the Government and Improved ItS sense of ownershIp of the 
operatIOns The pnces and mcentives studIes undertaken by the Government of Morocco 
Identified a range of polIcy constramts Impedmg effiCIent sector operatIOn These mcluded 
fixmg of producer, consumer, and mput pnces, and marketmg, storage, processmg, and 
tradmg margIns, as well as the dIrect regulatIOn of mternational trade m foodstuffs Reform of 
these constramts set the agenda for the agncultural sector adjustment program 

However, domestIC polItIcal economy Issues began to complIcate the reform process 
Just as understandmg of It deepened For example, mtra-governmental dIsputes over access to 
resources brought m by the adjustment process thwarted polIcy makmg consensus As vanous 
stakeholder groups outSIde of the government became more famIlIar WIth the ImplIcatIOns of 
the adjustment program for theIr partIcular mterests, theIr lobbymg efforts further held up the 
process of reform 

At the same tIme, Moroccan agncultural polIcy makers took on sigruficant roles dunng 
the Uruguay Round, lobbymg on behalf of speCial treatment for developmg countnes As the 

_Round dragged on, momentum for reform was warnng, both mternatIOnally and withm 
Morocco Moreover, Morocco won agreement from ItS donors that the results of the GATT 
UR negotiatIOns would take precedence over any reform commItments negotiated dIrectly 
between Morocco and ItS aId partners ThIs won consIderable polIcy maneuver room for 
Morocco, as the Marrakesh Agreement was conSIderably less strmgent m ItS reform 
expectations of developmg countrIes 

By 1994 Morocco's agncultural reform program had stalled m several sIgrnficant ways 
(WIlcock and Salmger, 1994) Smce the Uruguay Round, the Government stIll controls cereals 
lIDPOrts management and downstream marketmg to flour mIlls, and manages border pnces 
PrIvate traders are allowed to effect lIDPOrts, but subject to quantIties and qualItIes determmed 
by the state gram tradmg company There are no formal mechamsms for operatmg on forward 
mternatIOnal markets for commodIties or foreIgn exchange The government VIew seems to be 
that the market cannot be relIed on to Import gram m quantitIes suffiCIent to mamtam market 
stabIlIty 

In contrast WIth earlIer findmgs of nommal taxatIOn of graIns, Morocco has raIsed 
domestIC pnces m the face of downward world pnce trends to the pomt where Its cereals 
producers are substantially protected relative to world pnces Tyner and Arndt (1996) reported 
that the nommal protectIon of bread wheat was 23 percent m 1996, relative to a elF pnce m 
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1996 of $230 per ton Compared WIth an Import pnce closer to trend of $165 per ton CIF, 
Morocco's nommal protectIOn on bread wheat would actually be closer to 70 percent ThIS 
compares WIth the ceIlmg rate submitted to the WTO for bread wheat of 190 percent (WIlcock 
and Salmger, 1994, p 23) Thus, If by the year 2005 Morocco reduces Its protectIOn on bread 
wheat Imports by 24 percent, It wIll stIll enJoy maXImum protectIon of 144 percent 9 WIth 
respect to consumer pnces, although domestic consumers are told that theIr wheat flour costs 
are SubSIdIZed, thIs IS m a finanCIal sense only, relative to the domestIC finanCIal cost of wheat, 
based on the SubSIdIZed pnce When compared WIth economIc reference (world) pnces, 
consumers are taxed by almost 20 percent, compared wIth a trend world pnce for 1996 

Morocco IS a somewhat uruque example of developmg country expenence With the DR, 
gIven ItS early mvolvement WIth agncultural sector reform and ItS actIve partICIpation m the 
Round It also benefited from ten years of agncultural polIcy analYSIS support from the World 
Bank and the U S Agency for InternatIOnal Development (albeIt not financed under the 
Agncultural PolIcy AnalYSIS Project) ThIs contrIbuted to ItS abIlIty to "manage" the process 
of analYSIS and reform toward an outcome protectIve of ItS agncultural sector However, 
Morocco's expenence IS typIcal of those mother developmg countnes m the sense that 
structural adjustment pressures had already created a pro-reform enVIronment m many 
developmg countrIes, leadmg to a good deal of trade and currency regIme lIberalIzatIOn takmg 
place outSIde of the context of DR COmmItments 

Expenences m South ASia 

In South ASIa for example, exchange rates had been sIgmficantly devalued from the 
mId-1980s to the mId-1990s (IATRC, 1997) Trade lIberalIzatIon reform under the Uruguay 
Round was also qUIte substantial m Bangladesh, Pakistan, and Sn Lanka, whIle Nepal (stIll not 
a member of the WTO) had always mamtamed a faIrly open regIme 10 India's agncultural 
economy, however, remaIns qUIte controlled For example, Import lIcenses and outnght bans 
stIll eXIst m IndIa, while they are VIrtually non-existent elsewhere m the regIOn Moreover, 
about 55 percent of India's value of agncultural and lIvestock productIOn remam under control 
of state tradmg enterpnses (STEs), which retam lIcense to set domestIc pnces well m excess of 
border pnces STEs also eXIst m a number of other South ASian countnes, although to a far 
lesser degree PakIstan stIll mamtams export lIcensmg VIa STEs for a number of agncultural 
COmmOdItIeS 

WIth regard to tanfficatIOn, although qUIte a number of quantItatIve restnctIons were 
retamed by South ASian countnes under a balance of payments exemptIOn, most countnes m 
South ASia converted quantItatIve restnctIons by presentmg the WTO WIth tanff ceIlmgs WIth 

9 Other countnes have done slIDIlarly Bangladesh, for example, set a uniform ceilIng rate on agnculturallmports 
of 200 percent yet It currently apphes a 7 5 percent customs duty on Imports of nce and a 15 percent duty on 
Imports of other grams (Chowdhury, Rahman, and Zohrr, 1996) As a least developed country, however 
Bangladesh IS exempt from commitments on tariff or aggregate measures of support reductions 

10 IndlVldual country reports are avaIlable ill Blarel (1997) 

13 



-
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

the exceptIOn of Sn Lanka, whIch bound agncultural nnport tarIffs at a maxnnum of 50 
percent, the other three South ASIan members of the WTO chose extremely hIgh ceIlIngs of 
100 percent or hIgher (pakIstan 100%, IndIa at 100% or 150%, Bangladesh 200%) Actual 
rates of nnport duty are much lower Also, In IndIa tanff escalatIOn IS qUIte hIgh accordIng to 
the degree of processIng Of future concern IS the fact that protectIOn for manufactured goods 
IS not bound In most countrIes Should protectIOn levels for manufacturIng nse agaIn, South 
ASIan countnes' agncultural sectors nsk IndIrect deprotectIOn as a consequence Another 
concern IS that IndIa stIll uses a faIr number of contIngent clauses (antIdumpIng, local content 
requIrement, ) to regulate trade, whIch are Inherently protectIOmst 

South ASIan countrIes by and large dId not submtt AMS declaratIOns to the WTO, 
eIther because the levels were negatIve to begIn WIth (IndIa, PakIstan), the level was below the 
de mmzmus cut-off (Sn Lanka), or because as a least developed country the country was 
exempt from reductIOn commItments (Bangladesh) 11 

Expenences In LatIn Amenca 

Many LatIn Amencan countnes also underwent sIgmficant reform Independent of the 
UR (IATRC, 1997) QuantItatIve restnctIOns were converted Into tanff eqUIvalents, and 
reduced Many export taxes, quotas, and lIcenses had already been removed, and many state 
tradIng enterpnses controllIng agncultural nnports had already been elnnInated IndIrect 
taxatIOn of agnculture VIa protectIOn on the Industnal sector and overvalued local currenCIes 
was a concern for agncultural producers and exporters, however 

Many LatIn Amencan partICIpated actIvely In the UR as part of the Calms Group, 
IncludIng ArgentIna, BrazIle, ChIle, ColombIa, and Uruguay 12 These countnes understand the 
trade-offs Involved between IntrodUCIng agncultural reforms domestIcally and aChIeVIng 
reforms m OECD countrIes for theIr export markets Consequently, seventeen major Latm 
Amencan countrIes bound 100 percent of theIr agncultural nnports, m many mstances at 
ceIlIngs whIch were lower than the actual tanff rates m effect at the tnne, thus nnposmg 
conSIderable dISCIplIne on theIr actors ArgentIna, ChIle, the Domtmcan RepublIc, and 
Paraguay bound theIr tanffs at below 40 percent, BrazIl and Uruguay bound at about 55 
percent, and only ColombIa stands out for havmg bound m excess of 100 percent (actually 
125% or hIgher) 

In seven out of seventeen countnes, quantitative restnctIOns were tanffled However, 
thIS led to the creatIOn of about 200 tanff-rate quotas Even m these seven countnes, less than 
20 percent of theu agncultural Imports were actually tanffied, WIth the rest covered by ceIlmg 
bmdmgs WIth regard to AMS reductIOn, only five countnes (BraZIl, ColombIa, Costa RIca, 
MeXICO, Venezuela) reported any pre-exIstmg AMS levels, and of these only Venezuela (AMS 

11 See Annex A for a complete hst of least developed and net food Importmg countnes 

12 IndiVidual country assessments are aVailable m Cordeu Valdes and SIlva (1997) 
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eqUIvalent to 36 3 % of agncultural GDP) IS of any note, reqUlrmg an lll1portant reductIOn 
com.rrntment As for export SubsIdIes, five countnes declared such polIcIes and submItted 
reductIon com.rrntments of 25 percent reductIon commItments (BrazIl, sugar, fruIts, vegetables, 
ColombIa, nce, cotton, fruItS, MeXIco, sugar, Venezuela, nce, coarse grams, and Uruguay, 
nce, butter) 

Concerns to be dIscussed m future reform talks mclude use of varIOUS contmgent 
measures agamst nnports by Latm Amencan countnes mcludmg technIcal barners to trade, 
samtary and phytosamtary measures, antldumpmg and countervaIlmg dutIes, mll1llIlum customs 
values, fluctuatmg tanffs as part of pnce band schemes, WhICh are partIcularly popular m Latm 
Amenca For therr part, Latm Amencan countnes are concerned about the non-transparent 
nature of tanff-rate quota adffilillstratlon m OECD countrIes, whIch affect therr export quotas 
to these markets They are also concerned about the mcreasmg recourse by OECD countnes to 
antIdumpmg measures agamst Latm Amencan and CarIbbean exports 

ExperIences m Sub-Saharan AfrIca 

By all accounts, Sub-Saharan Afnca only partICIpated m a 1lll1Ited fashIon m the UR 
ThIS IS not surpnsmg, gIven that m 1992 ItS exports only accounted for 1 percent of world 
trade (Barry and Beltchtka, 1996) To a large extent, the era of structural adjustment had 
already brought sIgmficant trade lIberalIzatIOn progress to Sub-Saharan Afnca countrIes Most 
countrIes have reduced both the number of tarIff posItIons and the levels of Import dutIes, 
elImmated Import lIcenses, converted quantItatIve restnctIOns mto ad valorem eqUIvalents, 
reduced the number of export controls, elImmated or reduced the value of export taxes, and 
lIberalIzed theIr foreIgn exchange regImes to faCIlItate access by traders to foreIgn exchange at 
market -determmed rates 13 

However, trade lIberalIzatIon m SSA IS stIll far from effectIve Frequently, a 
combmatIOn of Import dutIes, taxes, surcharges, stamp fees, and general Import fees are 
assessed on the CIF value of lll1ports, leadmg to qUIte htgh cumulatIve rates Wang and 
Wmters (1997) estlll1ate that tarIffs average 26 percent m SSA compared WIth 17 percent m 
other developmg countnes, total charges on Imports average 33 percent compared WIth 26 
percent, and non-tanff barners coverage ratIos average 34 percent compared WIth 18 percent 
Some countnes (especIally Nlgena) stIll have foreIgn exchange controls and mampulate the 
offiCIal rates at WhICh dutIes must be paId Pre-shIpment InspectIOn reqUIrements may be 
complex Even If lll1port lIcenses have been revoked, lffiport "certIficates" may stIll eXIst, 
espeCIally for more senSItIve goods In the face of hIgh rates of lffiport taxatIOn, exporters who 
manufacture partly on the baSIS of Imported raw or mtermedlate goods are penalIzed by the 
frequent lack of duty drawback or rebate schemes, bonded warehouses, or export processmg 
zones Export controls, espeCIally on the most senSItIve goods, often stIll eXIst 

13 InformatlOn on SSA countnes' trade regulations and standards taken from www tradeport org/ts/countnes/ 
mdex html. an mtematlOnal trade/defense converSlOn tnltlatIve webSIte sponsored by BA YTRADE and LA Trade 
WIth support from the U S Department of Commerce 
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Most SSA countrIes have JOIned the WTO MembershIp oblIges polIcy makers to ensure that 
domestIC trade polICIes are revIewed In the context of multilateral commItments, even If, as 
least developed countrIes, most SSA countrIes are exempt from them However, the general 
consensus IS that Increased IntegratlOn of SSA WIth the world economy WIll help to promote 
econOIDlC growth and thus help to reduce poverty (Inter alla, Stryker and Pandolfi, 1996) 
Thus, SSA polIcy makers need to pay attentlOn to the Issues WhIch wlll preoccupy negotiators 
durmg the next round of multllateral agrIcultural trade talks Wang and WInters (1997) argue 
that It IS m the mterest of prmclpal SSA supplIers of food and agrIcultural commodities to the 
European Dmon (WhICh takes over half of SSA's exports) to negotiate In reglOnal blocs 

Developed CountrIes 

PrIor to the DR, developed countnes employed a complex reglIDe of productlOn quotos, 
resource allocatlOn reqUIrements, prIce supports, lIDpOrt restrIctlOns, and export SubSIdIes to 
mamtam hIgh levels of protectlOn to producers of a broad range of commodItIes 

Producer SUbSIdy eqUIvalents (PSE) were over 40 percent, on average, for OECD 
countries, see the table below Smce theIr peak m the late 1980s, levels of protectlOn have 
gradually been declImng, a phenomenon due more to sharp mcreases In world pnces than 
actual reductlOns m support There IS sIgmficant VarIatlOn among OECD countrIes One 
group (AustralIa, Canada, New Zealand, Dmted States) has cut ItS support to agnculture 
slgmficantly-, or has modified ItS support m the form of dIrect mcome support Another group 
(European Dmon, Japan, Norway, SWItzerland) contmue to mamtam support levels well m 
excess of OECD averages A newer group of member countrIes (Czech RepublIc, Hungary, 
MeXICO, Poland, Turkey), not shown here, are IDlddle mcome countrIes whose economIes have 
been m flux and whose PSEs are thus more dIfficult to evaluate For those European countrIes 
seekmg to Jom the European Dmon, agrIcultural sector reforms are bemg undertaken to make 
theIr programs more compatible WIth those of the Common Agncultural PolIcy 

Average Producer SubSIdy Eqwvalents (%) , 
I OE CD sarrple 1979 86, 198688' 198992 199395 1996e, 

I Austraha 12 10' 12 10 9, , 
Canada 34 42 45 261 221 ---- -- --- - ------

lEU 37 48 46 49 43 
IJapan _____ 66 73 69 75 ______ -.?11 - - -- -~-..... -- -- -
1 New Zealand 25 18 4 3 31 
~ay 71 74 75 74 - - --711 
I SWItzerland 68 791 

I 
76 81 781 

IDS 27 30, 27 18 ~6l 
IOEeD 41'- --

37 45 43 36: 
ISourres OEeD (1993,1997) , : ! 

iNotes ElJ.12 for1986-94, EU 15 from 1995 Includes GDRpost 1990 
I 

e estunate , 
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Wlnle mamtammg lIberal language, developed countrIes have been creatIve m theIr 
defImtIOns of "padded" tarIff schedules and the chOIce of reference or base penods (1986-88) 
when agncultural support was at Its peak thus mItIgatIng the need for reductIons of support 
below that wlnch has already taken place (Joslmg, 1997) Also, the European Commuruty and 
the Uruted States agreed to categorIZe cereals polIcIes In a speCIal "blue box" category, WIth 
less strIngent requIrements than SubSIdIes allowable In the WTO "green box," thus obvIatIng 
the pressure for reform In thIS lnghly sensItIve sector In addItIon, lest developmg countnes 
monopolIZe the bad reputatIOn for havmg set tanff bIndIngs at unrealIstIcally hIgh levels, one 
must conSIder some of the ceIlIngs WhICh wIll be III effect III 2000 III certaIll DEeD countnes 
and accept that tanff reductIon for lIDproved market access stIll has far to go In these countnes 
as well 

• EU daIry (178 percent), sugar (152 percent) 
• US daIry (93 percent), sugar (91 percent) 
• Japan daIry (326 percent), wheat (152 percent) 

The net results of these maneuvers, for major OECD agncultural producers/exporters, 
IS summanzed here from Joslmg (1997, 1998) 

• Uruted States The UR has had a modest lIDpact on U S agncultural polIcy to date 
MIll1IDUm access to U S lIDport markets IS guaranteed for sugar, beef, and daIry 
products VIa the replacement of SectIOn 22 of the Agncultural Adjustment Act WIth 
TRQs However, actual quantItIes Imported may not change substantIally and for FY95 
were m fact below quota for all beef and daIry categones Only raw cane sugar Imports 
exceed the TRQ that year U S export SubSIdIes had already fallen smce 1986-87, pnor 
to the conclUSIon of the Round, obvIatmg the need for further reductIons to meet UR 
commItments However, further reductIOns m Export Enhancement Program quantItIes 
of wheat and vegetable 011 wIll lIkely be necessary, as world pnces fall below theIr 
1995 peaks No Impact of the UR IS expected on domestIc support levels Smce the 
passage of the 1996 Farm BIll, and Its decouplIng of productIon support payments by 
convertIng Into dIrect Income support to farmers, most U S programs now fIt fIrmly In 
the green box of acceptable support measures 

• Canada The UR has had a profound Impact on agncultural polIcy In Canada, especIally 
In the daIry and poultry sectors Import barners are tanffIed and bound WIth TRQs at 
prohIbItIvely hIgh levels Export transportatIOn SubSIdIes have been elImInated 

• European Druon Although Europe's Common Agncultural PolIcy underwent 
SubstantIal reform In 1992, further reforms were reqUIred to make agreement to the DR 
pOSSIble An eleventh-hour conceSSIOn made to the EU allows VarIatIOns on the cereals 
vanable Import levy and hortIculture products Import reference pnces themes to remaIn 
In place The ImportatIOn of other sensItIve commodItIes IS regulated by TRQs WIth 
prohIbItIve above-quota rates WIth ItS farmer compensatIOn scheme now categonzed In 
a "blue box," aggregate support and export SUbSIdy levels are now well below DR 
lImIts The volume of EU export SubSIdIes has Increased, however, SInce the start of 
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the UR, and thus constramts are lIkely to become bmdmg for wheat, sugar, beef, 
cheese, and butter 

• Japan Mmnnum domestIc market access requIrements were negotiated for nce (4 
percent, movmg to 8 percent), though these are not lIkely to have a major Impact on 
domestIc pnces, as dIstrIbutIon and mark-ups are stIll largely controlled Wheat, 
barley, darry products, and pork Imports are now subject to tanffs, CItruS and beef 
Imports were already tanffied m 1991 Aggregate support will have to be reduced, but 
Japan, too, WIll lIkely convert ItS support to green box pohcles Export SubsIdIes have 
never been a major polIcy mterventIOn for Japan 

From the perspective of developmg countnes, the elImmatIon of certam non-tarIff 
barners and theIr converSIOn mto TRQs or tanffs and the reductIOn m eXIstmg tanffs have 
resulted m sIgmficant mcreases m export OpportumtIes from developmg countnes For 
example, BrazIl has wItnessed average tarIff reductIOns m the U S of 53 percent and m the 
European Umon of 32 percent, as a consequence of the DR (Brandao, Lopes, PereIra, 1997) 
Usmg the UNCTAD Trade PolIcy SImUlatIOn Model, It IS estImated that these WIll result m 
expansIOn of exports by 4 percent to the U Sand 5 4 percent to the EU 

Companson of Developmg and Developed Country Expenences 

Overall, 81 percent of developmg country Imports were bound under the Uruguay 
Round process, compared WIth 31 percent of Imports pnor to the Round (Fmger and Wmters, 
1998) 14 Developmg countnes chose to bmd 29 percent of theIr Imports at rates below the rates 
actually bemg applIed, for an 8 3 percent tarIff reductIOn on those Imports, or a 2 3 percent 
reductIOn across all Imports ApplIed tanff rates m developmg countnes average 13 3 percent, 
compared WIth bound rates of 25 2 percent 

In comparIson, 89 percent of developed country Imports were bound after the Round, 
compared WIth 80 percent pnor Developed countnes bound 30 percent of theIr unports at 
rates below actual levels, for a 3 2 percent tanff reductIon on those Imports, or a 1 0 percent 
reductIOn across all Imports Apphed tanff rates m developmg countnes average 2 6 percent, 
compared WIth bound rates of 3 7 percent 

The general prognOSIS made by mternatIOnal economtsts several years after the UR 
sIgmng IS that the WTO now offers a system of rules regardmg mternatIonal trade that at least 
m theory prOVIdes a level playmg field for all member countrIes (Fmger and Wmters, 1998) 

14 The analYSIS looks at data submItted by all mdustnal and transltlon economIes as well as by twenty-SIX of 
nmety-four developmg countnes to the WTO Integrated Data Base Of the latter, coverage mcludes mIddle 
mcome countnes (Tuntsia Turkey), South ASia (IndIa Sn Lanka) East ASIa (IndoneSIa Korea, Macao 
MalaYSIa PhIhppmes, Thadand), Eastern Europe (Czech and Slovak Customs Umon, Hungary Poland 
Romama) Latm Amenca (Argentma Brazll, Chde Colombia, EI Salvador, JamaIca, MeXICO Peru, Uruguay 
Venezuela) and sub-Saharan AfrIca (Senegal, ZImbabwe) 
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Tills system of rules helps governments m theIr trade lIberalIzation efforts m the face of 
potential polIcy backslIdmg propelled by pro-protectIOmst lobbIes 

The general prognosIs offered by one sub-Saharan AfrIcan observer (HIrsch, 1998) IS 
that the WTO needs to address the lack of world consensus around the Issue of whether 
governments have any role to play m promotmg development beSIdes that of protectmg the 
market from mterventIOns From the developmg countrIes' pomt of vIew, as noted by HIrsch 
m hIS review of the oplmons expressed at the recent UNCTAD IV meetmg m South Afnca and 
Kuala Lumpur conference on "The World Trade OrgamzatlOn PerspectIves from the South," 
the system of rules and procedures mto WhICh developmg countrIes have bought has 
dramatically mcreased the reportmg reqUIrements of technIcal mlllistry staffs whose human 
capItal resources are often qUIte thm Also, developmg countrIes have concerns about the 
backloadmg of reform tImetables, partIcularly WIth respect to the Agreements on AgrIculture 
and Textiles and Clothmg Fmally, developmg countrIes are callmg for mcreased aSSIstance to 
analyze the gains, losses, and dIstrIbutIOn effects of the UR on mdivIdual countrIes 

Momtormg and Improvmg Food Security 

Recent work by U S government and mternatIOnal workmg groups have presented 
defimtIons of food InseCUrIty and vulnerabIlIty 15 The U S Government IS commItted to the 
World Food Summtt goal of reducmg the number of chromcally undernourIshed people m the 
world by half, from Its current level of approxImately 840 mIllIon people In order to 
accomplIsh thIS, a separate study IS underway at AIRD (Stryker, 1998),16 the ObjectIves of 
WhICh are 

• to reVIew the eVIdence that eXIsts regardmg past trends m and future projectIOns of 
productIOn, consumptIOn, and trade of the world's food by major regIOn, 17 

• to analyze the realIsm of key assumptIOns that underlIe these dIfferent projectIOns, 
• to examIne the eVIdence that eXIsts regardmg the mCIdence of under-nutrItIOn In relation 

to regIon (or country), per capIta household Income, rural/urban mIlIeu, etc, 
• to mvestigate the role that polIcy, publIc expendIture, and mvestment chOIces play at 

the natIOnal and mternatIonal levels m the productIOn, marketmg, dIstrIbutIon, and 
consumptIon of food, WIth speCIal attentIOn to the under-nOUrIshed, and 

15 See USIWG 1997, and the FAO CommIttee on World Food Secunty, www fao org/UNFAO/Bodles/cfsl 
cfs24/default htm 

16 These scenarIOS WIll be presented for feedback to government agenCIes next month A report WIll then be 
prepared presentmg varIOUS pohcy opttons and theIr budgetary ImplIcatIons ThIS report WIll serve as the baSIS for 
further presentations to concerned national secunty and foreIgn pohcy agenCIes 

17 The analysts WIll ill large part be based on a number of sets of food gap prOjectIons undertaken by USDA/ERS 
(2005), FAO (2010) and IFPRI (2020) In addItIOn USDA/ERS/MTE/TAB and the Umverslty of Mmnesota have 
elaborated a model WhICh allows comparISOns of alternative strategIes for meetmg the Rome target regIOn by 
regIon 
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• to elaborate a senes of scenanos that capture the prmclpal underlymg assumptIOns and 
polIcy and mvestment chOIces facmg the mternatIOnal commuruty, m general, and the 
U S Government, m partIcular 

The effect of a number of polIcy alternatIves and theIr dIrect and mdlrect effects on 
reducmg hunger wIll be sImulated These mclude polIcIes whIch may affect the domestIc pnce 
of food (pohcles affectmg mtematIOnal food supply and demand, and trade polIcIes whIch 
mtervene between the border pnce and domestIc), entItlements or mcomes (food aId and other 
transfer programs),18 the dIstnbutIOn of those entitlements by class, regIOn, and at an mtra
household level (consumer food SubSIdIes, etc ), and SOCIal vanables such as rates of female 
educatIOn, access to safe dnnkmg water, etc 

ASSisting Developmg Countries With Expected Trade Reform Agenda for 1999 

A new round of multIlateral trade negotIatIons IS due to begm shortly The DR, 
although It began the process of trade reform WIth respect to agncultural products, has left 
many aspects unfIrushed and, m the process, has madvertently created some new barrIers to 
lIberal trade Momentum IS therefore bUlldmg for a new round of trade talks to address these 
Issues Numerous suggestIOns are now bemg made for the Issues to be mcluded m the next 
round's agenda (IATRC, 1997, Hanrahan, 1998, Joslmg, 1998) Although the lIst of pOSSIble 
agenda Items IS much longer (Schott, 1996), the followmg are of mterest m the context of 
agncultural trade 

• Market access and levels of agricultural protectlOn TanffIcation has resulted m 
exceedmgly hIgh levels of protectIOn m some mstances, even where countnes are 
actually protectmg at levels below tanff ceIlmgs The average level of agncultural tanff 
protectIOn IS about 40 percent, before considermg the protectIOn effect of remalrung 
speCIfIc dutIes and remammg non-tanff barrIers ThIS well exceeds the average level of 
manufacturmg tanff protectIOn, WhICh IS between 5 and 10 percent Progress m 
reducmg tanff ceIlmgs WIll be sought 

• Tariff-rate quotas These were mtroduced as a defmltely-not-first-best polIcy reform 
optIOn m dlfficult-to-pry-Ioose SItuatIOns of extreme proteCtion In the meantIme, theIr 
eXIstence has led to the creation of a new system of rent seekmg around access to 
quotas PotentIal exporters under TRQs complam that the rules goverrung access to 
them, m the Uruted States for example, are not transparent One way to address these 
concerns IS to expand gradually the quota quantItIes to the pomt where they do not 
become bmdmg The mmImum access condItIons for entry mto restncted East ASIan 
markets also need revlsltmg 

• State trading enterprises STEs can mtroduce market dIstOrtIOns due to theIr monopoly 
control of certaIn markets Moreover, admlll1stratlOn of TRQs and the ensumg rent
seekmg actlvltIes has resulted In deep entrenchment of STEs, whlch In turn constraInS 

18 Amartya Sen was one of the first to speak of poverty and famme hunger m terms of entItlements or market
condItIOned access to goods VIa assets and mcome See mter alza Sen (1981) 
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the prIvate sector's role m thIS area Many countrIes are reformmg operatIOnal rules for 
therr STEs wluch would make them more responsIve to market mcentIves Rules 
governmg such reforms mIght be mtroduced under a new WTO round Developmg 
countrIes have an mterest m such reforms to the extent that theIr own prIvate sectors 
are constramed from operatmg effiCIently m domestIC food markets, and that natIOnal 
food securIty IS thereby compromIsed 

• Domestlc measures of support Wlule the U S has already substantIally reformed ItS 
system of agrIcultural sector support, away from productIOn-dIstortmg measures and 
toward direct mcome support, the European Umon has not made eqUIvalent CAP 
reform progress Blue box pohcles need to be reVISited Tills Issue IS of httle concern to 
developmg countrIes, most of whom have not notIfied the WTO of slgmficant AMS 
levels 

• Appllcatwn of safeguards Although demonstratIOn of mJury to domestIC producers IS 
reqUIred before a country may mtroduce the use of speCIal safeguard measures WIth 
respect to lffiports of manufactured goods, the same IS not true for agrIculture 
Increased formalIzation of applIcatIOn rules IS requrred to enhance the transparency of 
the trIgger mechamsm Strengthemng the transparency of rules applIcatIons lffiproves 
the effiCIency of market operatIOns for all players 

• BIOtechnology product gUldelznes The U S may be mterested m gUIdelmes for 
regulatmg trade of bIOtechnology products or genetIcally engmeered/modlfied products, 
wluch are beCOmIng an lffiportant new product area for U S busmesses As wItnessed 
m the beef growth hormone dIspute WIth the EU, lffipOrt restrIctIOns or outrIght bans, 
partIcularly m lIght of the mad cow dIsease scare m the U K could threaten 
mternatIonal markets for these products The U S may WIsh to push for adaptatIOn of 
the use SCIentIfic protocols before JustIfymg trade restrIctIOns 

• Export subSidies Export SubSIdIes, although subject to reductIOn, are stIll a legItlffiate 
trade tool Loopholes abound, allow CanadIan and European mIlk and mIlk products, 
for example, to be sold below cost to exporters or processors m ways that CIrcumvent 
the export SUbSIdy reductIon commItments Also, the avaIlabIlIty of export credIt and 
credIt guarantees, If offered at terms more generous than prevaIlmg market rates, IS a 
form of export subSIdy whIch has heretofore escaped reductIOn pressures Rules on 
export SubSIdIes therefore need tlghtenmg Food producers m developmg countrIes 
should expect to benefit from the ensumg strengthemng of world food prIces 

• Food azd to developzng countrzes As a qUId pro quo for contmued trade lIberalIzatIOn 
and m bght of dechmng food stocks and levels of monetary development aSSIstance, 
developmg countrIes are mSIstmg znter alla on a new food aId conventIOn that wIll 
establIsh new mlmmum food aId commItments by donor countrIes 19 AgrIcultural 
mterests m developed countrIes support thIS agenda as a not terrIbly dIsgUIsed, but 
WTO-compatIble, way to mcrease protectIOn, smce such an amassmg of mcreased food 
stocks to supply m-kmd food aId IS WTO-Iegal Developmg countrIes would do better 
to emphaSIZe agrIcultural polIcy lIberalIZatIOn m theIr own countrIes, and aVOId food 
aId, whIch can have dlstortmg effects on local markets 

19 An International Food Ald ConventIon 18 due to be renegotiated pnor to the next round 
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More broadly 

• Environmental and labor standards Developed countrIes have been pushIng for 
envIronmental and labor standards as a part of the InternatIOnal trade regnne 
DevelopIng countnes are understandably concerned that thIS reflects dIsgUIsed 
protectIOn 

• Other speczal assistance to developmg countnes DevelopIng countrIes have lobbIed 
hard for specIal trade-related techrucal assIstance to help them comply more readIly 
WIth admmIstratIve reqUIrements of eXIstIng WTO agreements, understand the 
nnplIcatIOns of upcomIng round negotIatIOns on theIr economIC welfare, and prepare for 
future negotIatIOns as equal-strength partners Some effort IS beIng made In thIS area 20 

Of these potentIal agenda Items, the areas of nnproved market access, enhanced 
transparency of tanff-rate quota mechamsms, and enhanced transparency of the rules 
govemmg applIcatIOn of safeguard mechamsms would best serve developIng countnes' 
Interests In more efficIent and stable InternatIOnal commodIty markets Less emphasIs, rather 
than more, on food aId would better serve developIng countrIes' desIres to guarantee food 
secunty DevelopIng countnes have a clear Interest In the outcome of the dISCUSSIon on 
enVIronmental and labor standards and should use It as a chIt In pryIng developed country 
markets open further FInally, developIng countnes are eager for Increased exposure to the 
InternatIOnal tradIng envIronment and traImng In tools whIch WIll help them Interpret ItS nnpact 
on them 

In order to assess the current and potentIal Impacts of actual and potentIal DR polIcy 
posItIOns, economIsts In IDlmstrIes of trade and agnculture need a range of polIcy analYSIS 
tools 21 The snnplest are partIal eqUIlIbnum models of profitabIlIty, protectIOn, and 
comparatIve advantage WhICh allow analysts to test the effect of, say, a reductIOn In Input and 
product tanffs on effectIve protectIOn and the competItIveness of productIon, relatIve to 
InternatIOnal pnces, of a certaIn commodIty CommodIty supply and demand models dynamIze 
the analYSIS, by IntegratIng supply and demand elastICItIes ThIS allows the analyst to project 
ShIftS In productIOn and consumptIOn, and net demand, 1 e net Imports An agncultural sector 
or multnnarket model allows the analyst to Incorporate resource ShIftS among commodItIes, 
whIle a general eqUIlIbnum model Integrates the analYSIS across sectors, allOWIng a focus on 
labor markets and relatIve wage rates at a mIcroeconoIDlC level or trade and other 
macroeconomIC balances at a broader level Each succeSSIve level of modelIng compleXIty 
reqUIres addItIOnal, more exactIng data WhICh may not be readIly avaIlable wIthIn the country 
However, mcreasmgly SOphIstIcated modelmg work IS bemg undertaken elsewhere, and 
technIcal assIstance may allow an mternatIOnal trade negotIatIons and modelmg umt to SImulate 

20 See the webSIte of the Trade & Development Centre of the World Bank/WTO www ltd org It dlssemmates 
mformatlOn on trade-related techrucal assistance and trammg opportumues, offers electromc fora for the exchange 
of Ideas on trade-related Issues hlghhghts trade status and reforms m regIOns of the world and offers trade
speCific hnles and case studies to understand trade reforms bemg undertaken by developmg countnes 

21 A good survey book of these IS found m Sadoulet and de Janvry, 1995 
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appropnately, usmg parameters borrowed from countnes WIth sImllar demographIcs and levels 
of development 

Beyond economIC models, developmg countnes should pursue a three-pronged 
negOtIatIOn strategy m the next Round of multIlateral agncultural trade negotIatIons 

• First, they should push developed countnes to contmue reform of their own agncultural 
economies m order to stop exportmg mternatlOnal przce mstablllty, wlth whlch the 
developmg countrles are lll-eqUlpped to cope COllllIlltment to agncultural polIcy 
reform m developed countnes IS easy when mternatlOnal pnces are high and demand IS 
strong However, when pnces begm to sag, and demand chokes due to finanCIal/debt 
cnses m vanous parts of the world, domestic polItIcal mstmcts reassert theIr 
protectIOmst roots For Instance, a pohcy of mterventIon m food markets of a net 
exportIng natIon under the gUIse of bUIldIng a food reserve to serVIce InternatIOnal food 
aId needs re-opens the door to actIve market InterventIon, stockpIlIng, thus contnbutIng 
pressure to release stocks on the InternatIonal market at depressed pnces Such polIcy 
backslIdIng would agam export InStabIlIty to world markets, makIng food secunty 
planmng more dIfficult once agaIn for net ImportIng countrIes 

• Developmg countnes should contmue to lobby for Improved market access m developed 
countries for their own agncultural and non-agncultural exports If It IS clear that 
Increased openness and IntegratIon WIth world markets ultImately promotes hIgher 
growth, hIgher mcomes, and Increased food secunty for vulnerable developmg 
countnes, an obvIOUS qUId pro quo on WhICh they should mSlst IS that developed 
countnes put therr money where therr economic phIlosophIes are and open theIr own 
markets to mcreased Imports of commoditIes, high value food stuffs, manufactures, and 
serVIces For example, developmg country textIle and clothmg exporters are rather 
nervous about the severe backloadmg of the quota hberalIzatlOn calendar under the 
Agreement on TextIles and Clothmg, by which 49 percent of all quotas WIll only be 
elImmated at the conclUSIOn of the ATC ten years after Its slgmng m 1994, and the 
posslblhty of dIsloyal ImplementatIOn of the Agreement UntIl explICit eVidence IS seen 
of developed countnes' good faIth m thIS area, It may be hard to generate support from 
developmg countnes for contmued, one-SIded reforms 

• Most Importantly, developmg countnes should push the next Round to call for 
contmued reductwns m agncultural trade barners to use as leverage agamst polley 
backslldmg and for contmued reform back home As signatorIes to the WTO, 132 
member countnes have commttted to succeSSIve rounds of multIlateral trade 
negotIatIOns In caUmg for substantial tanff reductIOns beyond those achieved In the 
UR, trade negotIators can return home and use thIS as a tool to pry loose further 
reforms m-country Moreover, when domestIC lobbIes lobby for mcreased protectIOn 
from domestIC polIcy makers, pro-reform elements WIll have coverage from these 
mtematIOnal commItments ThIs polItIco-dIplomatIc aspect of the WTO and ItS 
agreements IS perhaps one of ItS best features for guaranteemg long-term, progreSSIve 
ImplementatIOn of trade lIberalIzatIon 
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CONCLUSION 

The Uruguay Round was not m and of Itself responsIble for the vast changes m 
domestIc and mternatIOnal agncultural polIcy reform wItnessed over the last ten to fifteen 
years Rather, It served as a backdrop for a panoply of reform actIvItIes mtroduced 
contemporaneously m many countnes around the world dunng the penod 1986 to present It 
also helped, by the tune It was concluded, to coalesce a consensus around a set of reform 
prmcipies to whIch developed and developmg countnes would adhere 

Arguments that the UR would compromIse the food secunty of least developed and net 
food lffiportmg countrIes have not been confIrmed Au contrazre, eVIdence mounts that 
countnes whIch themselves mtroduce reforms to bnng therr economIes mto the global 
marketplace, oblIgmg theIr enterpnses to mteract WIth others on a competItIve footmg, are the 
ones WhIch not only raIse mcomes but WhICh reduce poverty as well 

PolIcy makers m developmg countrIes need to be cajoled, Via trade concessIOns on the 
part of developed countnes, to go further toward thIS end They need technIcal aSSIstance and 
support m order to comply WIth all the trade negotIatIon compleXItIes whIch WTO membershIp 
bnngs The result should be a more mterdependent world economy m whIch food secunty IS 
assured because people everywhere have access to mcome-generatmg opporturutIes and thus to 
nutntIOn 
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Annex A List of Least Developed and Net Food Importmg Countries 

Least Developed Countnes Net Food lmpomng Countnes 
(Source (Source WTO GI AG/S/Rev 2 17 
www und or luncdf/ldc htm) March 1997 I 
Afghamstan MalawI Barbados 
Angola MaldIves Botswana 
Bangladesh Malt Cote d IVOIre I 
Benm Mauntama Dommlcan Repubhc 
Bhutan MozambIque Egypt 
Burkma Faso Myanmar Honduras 
BurundI NamIbIa JamaIca I 
CambodIa Nepal Kenya 
Cape Verde NIcaragua Mauntlus 
Central Afncan Repubhc NIger Morocco 
Chad Rwanda PakIstan I 
Comoros Samoa Peru 
DjIboutI Sao Tome & Prmclpe Samt LUCIa 
Equatonal Gumea Senegal Senegal 
Entrea Sierra Leone Sn Lanka I 
EthIOpia Solomon Islands Tnmdad and Tobago 
GambIa Somalta Tumsla 
Gumea Sudan Venezuela 
Gumea-Blssau TanzanIa 

I 
Haltl Togo 
Kmbatl Tuvalu 
Laos Uganda I 
Lesotho Vanuatu 
Llbena Zalfe 
Madagascar Zambia I 
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Annex B Acronyms 

AMS 
elF 
EU 

I FAO 
FOB 
GATT 

I GDP 
GTAP 
IATRC 

I OEeD 
PSE 

I 
SSA 
STE 
TRQ 

I 
UR 
URA 
USAID 

I USIWG 
WTO 

I 
I 
I 
I 
I 
I 
I 
I 
I 

Aggregate measure of support 
Cost, InSurance, freIght 
European Uruon 
Food and AgrIculture OrgaruzatlOn 
Free on board 
General Agreement on TarIffs and Trade 
Gross domestIc product 
Global Trade AnalysIs Project 
InternatIonal Agncultural Trade Research ConsortIUm 
OrgaruzatlOn for Econoffilc CooperatIon and Development 
Producer SUbSIdy eqUivalent 
Sub-Saharan AfrIca 
State tradmg enterpnse 
Tanff-rate quota 
Uruguay Round 
Uruguay Round Agreement 
U S Agency for InternatIonal Development 
U S Interagency Workmg Group 
World Trade OrgaruzatlOn 
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