
IV. Protection through Regulations 

Another type of protection has come from regulations that discriminate against 

imports through the operation of rules ostensibly designed to prevent the importation of 

agents that could spread disease in plants or animals or harm human health. Such 

regulations are of course a normal aspect of trade but on occasions can be used to protect 

the incomes of local producers rather than the health and safety of consumers, animals 

and plants. 

This section will address the question of trade barriers through such regulations 

and health and safety measures (SPS) as well as technical barriers (TBT) and intellectual 

property protection (GIs), as they impact agricultural and food trade and developing 

country exports. 

The central element of the multilateral rule system for food trade is the SPS 

Agreement, that deals with trade restrictions used in support of measures designed to 

ensure human, animal, and plant health. An accompanying agreement, the TBT 

Agreement, relates to technical regulations not designed to deal with health issues. The 

primary function of the SPS Agreement was to clarify the meaning of Article XX of the 

GATT. That article established the right of countries to use trade measures if they are 

necessary to protect animal, plant and human health. The SPS Agreement reaffirms that 

right but elaborates on the procedures that countries should follow to be sure that they are 

not unduly restricting market access for other countries. As such, it sets up a framework 

for national SPS measures so that countries may be certain that they are operating such 

policies in a way that does not infringe on the rights of trade partners; and it offers a 
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“notification and review” process that allows countries to challenge those measures that 

appear to infringe on the rights of themselves and others.  

The increase in transparency is a major aspect of the reduction of transactions 

costs for the food industry, and constitutes a significant improvement in the multilateral 

food system. As Josling, Roberts, and Orden (2004) put it: 

“The WTO’s notification requirements constitute the cornerstone of the 
transparency provisions that are intended to facilitate decentralized 
policing by trading partners to ensure compliance with the SPS and TBT 
Agreements’ substantive provisions. All of the major agricultural 
exporting and importing countries now routinely notify proposed 
measures. Each notification indicates, among other things, what the 
proposed measure is, which product or products it is applied to, if it is 
based on an international standard, and when it is expected to come into 
force. This increased transparency contributes to the smooth functioning 
of the world trading system by facilitating both compliance and 
complaints by trading partners. Compliance is aided when advance notice 
of new or modified measures provides an opportunity for firms to change 
production methods to meet new import requirements, thereby minimizing 
disruptions that such changes can cause to trade flows.”  

The negative inducements in the case of food-safety regulations were designed to 

dissuade countries from using SPS measures to protect the incomes of domestic farmers. 

The most significant of these provisions are: 

• Prohibition on SPS measures that are not developed by the use of Risk 
Assessment and are not part of a consistent program to maintain an “acceptable 
level of risk.”  

• Multilateral standards agreed in the standard -setting bodies are deemed to be 
based on risk assessment and therefore should be applied, where such standards 
exist, unless the country concerned can show with scientific evidence that such a 
deviation is necessary. 

The combination of these two strictures implies a regime for health and safety 

standards based on risk-management principles widely accepted and understood in the 
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scientific community, rather than reacting to the pressures put on regulatory agencies by 

interested parties. 

Positive inducements are designed to give national standards bodies the 

confidence that the new regime involves credible commitments. They include:  

• Setting up of the SPS Committee and the obligation to notify changes in 
regulations to the Committee before they come into operation. 

• The opportunity to challenge the regulations of other countries in the Committee 
as a way of defusing conflicts. 

• Establishing a source of information for exporters on importer SPS regulations. 

Moreover, the SPS Agreement attempts to guide countries in their use of 

harmonized or mutually agreed standards.  

• Regarding harmonization, it endorses in particular the use of the standards 
developed by Codex Alimentarius (CODEX) and the procedures followed by the 
International Plant Protection Convention (IPPC) for the tracking and control of 
plant diseases and the International Office of Epizootics (OIE) for similar 
monitoring of animal diseases. While not requiring countries to use such 
multilateral standards, the SPS Agreement has had the effect of raising the profile 
of the three standards bodies, in effect by making the use of their standards and 
procedures de facto consistent with the provisions of the Agreement.  

• Regarding equivalence, the SPS Agreement also promotes the use of 
“equivalence” of regulations negotiated between importers and exporters and 
“regionalization” of SPS measures, whereby parts of countries can be declared 
free of particular diseases and be granted access to importing country markets. 

The TBT Agreement is not quite as strict in some respects as the SPS Agreement: 

it does not require a risk assessment and does not insist on scientific evidence as the main 

criterion for justification of a measure. Additionally, it does not explicitly name specific 

international standards organizations as the basis for accepted domestic standards – 

leading in some cases to uncertainty as to what constitutes an international standard. But 

the TBT Agreement is not by any means without constraints. It provides that technical 

regulations should be applied in a non-discriminatory way, should be used only in pursuit 
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of legitimate objectives, and should be least trade disruptive, taking into account the risks 

of not fulfilling the objective of the regulation. Risks should therefore be assessed, but in 

the broader context of a set of objectives that is not limited to health and safety issues. 

These legitimate objectives could include national security considerations and prevention 

of deceptive practices, as well as environmental protection. 

Some important aspects of agricultural and food production and marketing were 

included in the TRIPS. The key elements were the obligation to set up protective 

regulations to apply within each country’s borders. For agriculture these include: 

• The protection of patents for biotechnology, specifically new plant material 
created by gene transfer. 

• The establishment of Plant Breeders Rights, but with some flexibility for 
countries as to how to grant that protection. 

• The protection of Geographical Indications (GIs), though again allowing countries 
a wide range of instruments to effect that protection. 

The inclusion of the protection of GIs in the negotiations in the Uruguay Round 

on trade-related intellectual property issues has essentially transformed GI issues from 

national, bilateral or plurilateral matters to the multilateral stage.  

The TRIPS Agreement incorporates GIs by requiring member states to “provide 

the legal means for interested parties to prevent” the use of any means “in the designation 

or presentation of a good that indicates or suggests that the good in question originates in 

a geographical area other than the true place of origin in a manner that misleads the 

public as to the geographical origin of the good,” as well as any use “which constitutes an 

act of unfair competition.”  

Wines and spirits are singled out for a more comprehensive level of protection. 

This additional protection was at the request of the EU, and is generally considered to 
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have been a concession by exporters who were unconvinced by the need for such 

measures in return for restraints on EU subsidies. It is stipulated that each Member shall 

provide legal protection for geographical indications “even where the true origin of the 

goods is indicated or the geographical indication is used in translation or accompanied by 

expressions such as ‘kind’, ‘type’, ‘style’, ‘imitation’ or the like.” No mention is made of 

misleading the public or unfairly competing as the presumption is that no such conditions 

are required for GI protection for wines and spirits. Moreover, the scope for allowing 

“generic” exceptions, where a geographical name has become widely used for a type of 

product regardless of origin, is much narrower for wines and spirits.  

The intention of the TRIPS, in the area of GIs, was to increase the level of 

protection given to such property rights within the global trade system. The Agreement 

itself gives two avenues to pursue this aim. Countries are mandated to push ahead with a 

multilateral register of wines and spirits and Members are committed to “enter into 

negotiations aimed at increasing the protection of individual geographical indications.” 

The more significant issue in the longer run is whether to extend the additional benefits 

given to wines and spirits to other agricultural and food products. Certain countries have 

been anxious to provide that extra protection in order to be able to develop market 

reputations that would increase producer income. As with wines, this would shift the 

emphasis away from the prevention of deception towards the control of competition from 

other producers. The wines and spirits register is the source of some controversy, and 

countries have not been able to agree on its status. The extension of protections given to 

wines and spirits to other foods and beverages is still further off.  
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VI. Negotiated Limits to Protection and Subsidies 

Multilateral rules governing agricultural trade were introduced in the Uruguay 

Round, in 1995. These replaced the unsatisfactory treatment of the sector in the GATT 

Articles, which in effect provided loopholes for most of the instruments of protection that 

had been introduced by countries over the years. These rules have made the types and 

levels of protection more apparent: the reduction of the protection is one of the main 

tasks of the current Doha Round. This section outlines the nature of the limits to subsidies 

and to protection as negotiated in the Uruguay Round, and relates this to the current trade 

negotiations in the DDA and through bilateral agreements and to the ongoing 

autonomous reforms in farm policy  

Domestic farm policy, and the border measures that accompany it, have not 

historically been subject to significant constraints under the rules of international trade. 

The General Agreement on Tariffs and Trade (GATT) covered agricultural as well as 

manufactured trade, but made two significant exceptions to the general principles in the 

case of primary products. One was to provide an exception to the rule that all import 

barriers should be in the form of customs duties by allowing quotas and licenses in cases 

where the domestic production of an agricultural product was subject to supply control 

(Article XI:2 (c)). Many countries relied on this clause to restrict imports by quantitative 

trade barriers when domestic markets were being managed. A prominent example was 

the quotas imposed by the US under Section 22 of the Agricultural Adjustment Act (as 

amended), which mandated quantitative restrictions on imports of a number of goods 

whenever domestic programs were “materially interfered with” by imports.  

The other exception was to specify different rules for export subsidies of 

manufactures and primary products. Though the original GATT subjected both primary 
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and manufactured-product export subsidies to the same notification and consultation 

procedures, in 1955 it was agreed to add an explicit prohibition on export subsidies on 

manufactured goods (Article XVI). Agricultural export subsidies were constrained only 

by the obligation not to use such subsidies to capture “more than an equitable share” of 

world markets. Successive GATT panels failed to come up with a satisfactory definition 

of this concept, and agricultural export subsidies in effect escaped any disciplines 

(Josling and Tangermann, 2002). 

The result of these two exceptions was that many instruments used by countries in 

support of their domestic agricultural sectors escaped effective scrutiny and discipline in 

the GATT. But this was exacerbated by the request by the US in 1955 to be granted a 

waiver from the provisions of Article XI:2 (c) so that quantitative restrictions could be 

imposed regardless of whether there were internal supply control programs in place.14 By 

the 1980s it was clear that world markets were being distorted by the competitive 

subsidization of temperate zone farm products. A number of attempts to discipline export 

subsidies, particularly those employed by the EEC, by challenging such policies under 

the weak provisions of Article XVI failed. Moreover, it was increasingly clear that no 

disciplines in the GATT would be effective if they did not constrain domestic price-

support policies. So the US, along with other exporting countries, insisted that the rules 

negotiated in the Uruguay Round of GATT trade negotiations (1986-1994) included more 

                                                
14 The EEC also avoided GATT disciplines by choosing as their main instrument of border 
protection a “variable levy” (a tariff that changed frequently depending on the level of import 
prices, so as to stabilize domestic markets). Countries were unable to agree whether or not this 
constituted a customs duty, and was never bound in the GATT. The EU also called its export 
subsidies “export restitutions” and for many years claimed that they were not covered by the 
GATT. 
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enforceable and coherent constraints on agricultural trade instruments and those aspects 

of domestic farm policy that distorted agricultural trade.  

The URAA Rules 

The Uruguay Round Agreement on Agriculture (URAA came into effect in 1995 

as a part of the Marrakesh Agreement that established the World Trade Organization 

(WTO). The URAA modifies and elaborates on those Articles of the General Agreement 

on Tariffs and Trade (GATT) that specifically dealt with agricultural trade.15 The 

Agreement also includes the country schedules that were appended to the WTO Treaty. 

These schedules contained maximum permitted levels for export subsidies and for certain 

types of domestic subsidies, as well as commitments for the reduction of bound tariffs. 

The central elements of the URAA are often referred to as the three “pillars” – 

market access, domestic support, and export competition. In all three areas, new rules 

were added and reductions in trade barriers were agreed. Together they form a 

comprehensive framework for the regulation of measures that restrict trade in agricultural 

products. The full impact of the URAA includes the benefits that any country might get 

from the restraint on other country’s policies as well as the restraints that are accepted for 

their own policy. 

Market-access rules include the conversion of all non-tariff import barriers 

(quotas and restrictive licenses) to tariffs. Moreover, it was agreed that tariff levels were 

to be bound and that tariff-rate quotas (TRQs - quantities that can be imported at a zero or 

low tariff) were to be established to maintain market access as “tariffication” took place. 

                                                
15 The scope of the URAA covers products in HS Chapters 1-24, excluding fish and fish products 
but including cotton, wool, hides, flax and hemp and a few other products. 
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These TRQs were to represent “current access” in cases of existing trade or a “minimum 

access” of 3 percent of domestic consumption (rising to five percent over the 

implementation period) in cases where there were no imports in the base period. Tariffs 

were to be reduced from the base period (1986-90) by an (unweighted) average of 36 

percent, with a minimum cut of 15 percent for each tariff line, over a six-year period 

(1995-2000).16 In addition, the Agreement established a special safeguard regime (SSG) 

that countries could use to counter import surges or price drops in markets where they 

had newly established tariffs. 

Domestic support was defined to include payments to farmers in addition to the 

transfers from consumers through border policies. These included deficiency payments, 

direct income supplements, administrative price systems and subsidies tied to research 

and extension, conservation compliance and other programs that benefited farmers 

directly. These elements of domestic support were put into three categories, which have 

become known as the Amber Box, the Blue Box, and the Green Box.  

Amber Box measures were those tied to output or input prices or to current output 

levels. These were to be reduced by 20 percent (in aggregate) relative to the base period 

(1986-90) subject to de minimis amounts that were excluded from the commitment.17 The 

Blue Box contained subsidies that were tied to supply control programs: such subsidies 

were regarded as less obviously output-increasing.18 There was no reduction obligation 

                                                
16 The levels of tariff reduction and the requirements for market opening were included in the 
“Modalities” document that formed the basis for offers (draft schedules). This document ceased 
to be relevant after the schedules themselves had been agreed. 
17 The Amber Box is here used to refer to all subsidies not in the Blue and Green boxes, and 
therefore includes the de minimis payments that are excluded from AMS reduction commitments.  
18 The Blue Box category of subsidies was an outcome of the Blair House discussions between 
the EU and the US in November 1992, and was designed to cover the case of US deficiency 
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for Blue Box policies, but such subsidies were restricted to payments based on fixed 

acreage and yield or paid on a maximum of 85 percent of production. Green Box 

subsidies were defined as those unrelated to price and output (“decoupled”) and included 

research and extension, payments designed to compensate farmers for the cost of 

compliance with environmental regulations), and domestic food assistance programs. 

Both the general criteria (that they be provided from public funds and not act as price 

supports) and the specific criteria for each type of subsidy identified have to be met. 

Those subsidies that qualified as Green Box payments were not constrained, though they 

had to be notified.  

The rules regarding export competition included a prohibition on new export 

subsidies and a reduction of existing subsidies by both volume and expenditure. A list of 

export subsidy practices that are covered is given in Article 9.1. Following the agreed 

Modalities, country schedules were drawn up that provided for reductions relative to the 

base period of 36 percent by expenditure and 21 percent by quantity subsidized. In 

addition, rules were made more explicit with regard to food aid and countries agreed to 

negotiate limits on export credit guarantees (government underwriting of sales to 

purchasers that might lack creditworthiness).  

Monitoring Compliance 

The constraints on policies related to market access are relatively easily 

monitored. Tariff schedules are the most transparent means of protection, and it is rare 

that countries violate their obligations in this regard. Tariff-rate quotas and the use of the 

                                                                                                                                            
payments and EU compensation payments both of which were tied to acreage limitation programs 
(set-asides). 
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special safeguard mechanism are somewhat more difficult to track, but have not been the 

subject of great controversy. Somewhat less transparent, but nevertheless monitorable are 

the constraints on export competition, in particular the quantitative limits to export 

subsidies. Both the expenditure on export subsidies and the volume of goods that could 

be exported with the aid of those subsidies were limited in the schedules. 

WTO constraints on domestic farm policy are of a quantitative kind: any kind of 

domestic (non-border) subsidy is allowed but they are subject to quantitative limits. 

These quantitative constraints are built in to schedules that were agreed in the Uruguay 

Round. Policy developments are monitored: violations of constraints can be subject to the 

dispute settlement regime, and thus may entail considerable political and financial costs. 

Economic costs could also mount if a dispute was not resolved and countries were 

allowed to “withdraw concessions” by raising tariffs in retaliation.  

The monitoring is implemented through the Agriculture Committee of the WTO, 

and is based on “notifications” by members. On the face of it, there has been essentially 

full compliance with the quantitative constraints built in to the schedules agreed in the 

UR, both by the US and other OECD countries. WTO members accepted an obligation to 

notify annually the payments made on domestic support under the Agreement on 

Agriculture. Early notifications were prompt, but after a few years they became 

somewhat tardy, impairing the usefulness of the Committee as a place for timely 

challenges and the exchange of information. When the agricultural negations started in 

2000, and particularly after the Doha ministerial that launched the Doha Round in 

November 2001, notifications virtually halted.19 The notifications for the years up to 

                                                
19 A more effective if less formal monitoring process is carried out for the OECD countries 
through the annual Monitoring and Evaluation process, as discussed above with respect to the 
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2006 have now been submitted by the US and the EU but many developing countries are 

still behind and so the notifications give an imperfect view of current conditions.  

The Doha Round 

The WTO Doha negotiations on agriculture are premised on the notion that the 

constraints introduced in the Uruguay Round on domestic agricultural policy and on trade 

policy in agricultural products, though useful in themselves, need to be strengthened if 

the trade system for these goods is to become fully responsive to the needs of the global 

marketplace (Blandford and Josling, 2009). The most significant advance, from the point 

of view of opening up agricultural trade, would be the tariff cuts. The current 

“Chairman’s draft” of the modalities (mechanisms for implementing the aims of the 

agreement) captures what appears to be a broadly acceptable outcome – subject to 

agreement in other areas (WTO, 2008). Agricultural tariffs would be cut according to a 

formula, which prescribes steeper cuts on higher tariffs. For developed countries the cuts 

would rise from 50 percent for tariffs below 20 percent, to 70 percent for tariffs above 75 

percent, subject to a 54 percent minimum average, with some additional constraints on 

tariffs above 100 percent. For developing countries the cuts in each tier would be two 

thirds of the equivalent tier for developed countries, subject to a maximum average of 36 

percent. However, some products would have smaller cuts as a result of several 

flexibilities designed to take into account various domestic concerns and the status of 

certain countries. These include sensitive products (available to all countries), the smaller 

cuts being offset by tariff quotas allowing more access at lower tariffs, and special 

                                                                                                                                            
PSEs. Indeed the OECD has remained the preferred location for debate about agricultural policy 
changes. 
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products (for developing countries only) for specific situations related to development. 

The Least Developed Countries are encouraged to lower tariffs but not obliged to do so. 	 

As to contingent tariffs, developed countries would lose the protection of the 

existing “special safeguard” (available to products “tariffied” in the Uruguay Round). 

The need for a Special Safeguard Mechanism for developing countries has been agreed, 

but this is one of the few issues where there are still disagreements on the nature of an 

acceptable compromise. The disagreement over the form of the Special Safeguard 

Mechanism (SSM) was one of the main reasons for the failure of the talks in July 2008. 

Technical discussions have progressed in the past year, but no political agreement has 

been found. The issue is considered critical, as many developing countries see the SSM 

as a necessary way to defend their vulnerable farm sectors against import surges: the 

developed country exporters view it as a method of preventing the opening up of markets 

and even regressing from the market opening of the Uruguay Round. 

Negotiations on export competition have proved somewhat easier, with fewer 

countries having a vital interest, the EU being the main member that would be affected, 

and the likelihood that the EU will in fact phase out export subsidies within the next few 

years for budgetary reasons. The main issues have been agreed of some months and the 

Chairman’s Draft Modalities has widespread support. The modification to the URAA 

would be to eliminate all export subsidies and the measures that have equivalent effect, 

namely the payments to marketing boards to cover export losses, the provision of credit 

and credit guarantees to exporting firms at below market rates, and the sales of food 

under the heading of food aid that neither meet emergencies nor are in the form of grants. 
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Indeed, this question of the ways in which food aid can be disbursed has perhaps been the 

main cause of disagreements in the export competition talks.20  

One interesting feature of the proposed modalities text is the development of 

further disciplines on domestic support, in particular to encourage countries to move to 

less trade-disruptive instruments. Negotiations have made substantial progress in 

identifying improvements in the way in which domestic support must be constrained if it 

threatens to distort trade. Among the changes has been the introduction of a measure of 

the “overall trade distorting support” (OTDS) to complement the Aggregate 

Measurement of Support (AMS) that had been defined and constrained in the Uruguay 

Round.21 In addition, the AMS itself would be complemented by product-specific AMS 

limits. The blue box, currently encompassing policies that are linked to supply control, 

would be expanded to embrace payments made on a fixed area and yield (or the 

equivalent for livestock) but that do not require supply control. Total blue box payments 

would also be limited for the first time, and product-specific blue box caps would be 

introduced. The amount of de minimis support that is excluded from notified support in 

the Uruguay Round Agreement on Agriculture (URAA) would be reduced, and certain 

provisions in the green box would be modified (Blandford and Josling, 2009). 

Of course, it may be the case that the Doha Round is never completed, in which 

case the exiting arrangements (including the bindings of support and export subsidies) 

                                                
20 Another source of contention was whether the new text should prohibit the monopoly sales of 
agricultural products by state trading export agencies (such as the Canadian Wheat Board). The 
text does not at present resolve this issue. 
21 The base period OTDS is defined as the sum of the “final bound” total AMS from the Uruguay 
Round agreement, ten percent of the value of production in the 1995-2000 base period (to match 
the current product-specific and non product-specific de minimis amounts that are excluded from 
the total AMS), and the higher of the blue box support in the base period or five percent of the 
base period value of production. 
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would continue to apply. But the tensions that are still present in agricultural markets 

could lead to new attempts to improve the operation of the URAA and members may be 

tempted to explore further the option of challenging current practices (such as the 

notification of subsidies as “green box” when some productive activity is still required). 

Such litigation may clarify the meaning of the URAA but at considerable political cost. 

This could itself drive members back to the bargaining table. Or countries may find that 

they can achieve their agricultural and food policy objectives through regional and 

bilateral trade agreements. The next few years will tell in which direction agricultural 

policy rules will go. 

VII. Gainers and Losers: Studies of the Effects of Protection  
and Trade Liberalization 

This section looks at the expected gains and losses from border protection and 

subsidies in agriculture, specifically by summarizing the results of some of the main 

studies on the incidence of agricultural protection and subsidies, both those using general 

equilibrium models and those focusing on particular sectors. These include:  

• Studies of the gains from tariff reductions in the Uruguay Round and from the 
further reductions envisaged in the Doha Development Agenda  

• Studies on the impact of export subsidies and of the proposals for elimination of 
such subsidies in DDA 

• Studies of specific trade impacts of subsidies, in particular the categories of 
subsidies notified to WTO, and of the proposals for domestic support reduction in 
DDA 
There has been considerable effort put in by academic researchers and 

intergovernmental institutions to calculate the gains and losses that one might expect 

from a new trade agreement. Individual governments also make these estimates, but their 

results are generally not distributed widely for comparison. Empirical results differ 
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markedly, depending on the model and data used and in the specific assumptions made 

about the outcome of the round. As no-one knows what the shape of the final package 

will be, no current estimates can give more than an indication of the economic benefits. 

And the economic benefits themselves are only the most quantifiable aspects of what is 

essentially a political decision.   

The World Bank, in particular, has done some comprehensive work on the twin 

issues of the benefits from total trade liberalization and the extent to which the Doha 

Round promises to achieve those benefits. Recent results have become available from the 

use of the LINKAGE model (an economy-wide Computable General Equilibrium or 

CGE model) widely used for a decade by the World Bank. In addition, estimates have 

been made by Hertel and his colleagues at Purdue using a widely known CGE model, 

GTAP.22 Both these models use essentially the same database (GTAP 6) but differ in 

other ways. The GTAP model is essentially a comparative-static exercise indicating the 

difference that trade liberalization would make with other things remaining the same. 

Growth rates are set exogenously. The LINKAGE model incorporates more dynamic 

responses and is extended out for a longer period, allowing other factors to change over 

time.  

Another approach to modeling policy changes is to focus on a set of product 

markets and calculate the change on equilibrium values (price and traded quantities) in 

those markets arising from trade liberalization. The ERS and Penn State have developed 

such a partial equilibrium model (PEATSim) that has the capability of quantifying the 

impact of particular policy instruments in the developed countries. The partial 

                                                
22 IFPRI has reported some results from a similar CGE model (Bouet et. al. 2005). 
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equilibrium analysis simulates new market-clearing prices and quantities, and is useful 

for detailed policy evaluation. 

There are well-known strengths and weaknesses of these two types of models. 

CGE models incorporate linkages and feedbacks from the rest of the economy, and are 

particularly appropriate when considering non-agricultural policy changes as well as 

those for agriculture. On the other hand, it is less easy to specify complex policy changes 

in particular products, as aggregation of commodities and the simplification of policy 

instruments are inevitable in economy-wide models. Moreover, the information needed to 

build CGE models is extensive and the price of comprehensiveness is arbitrary decisions 

on the process of restoring equilibrium after a policy change. Nevertheless, there is no 

satisfactory alternative to a CGE analysis for assessing the overall benefits of trade policy 

changes implied by the Doha Round. 

The World Bank study referred to above, as reported in Anderson and Martin 

(2006) estimated the total welfare (real income) impact of total liberalization of 

merchandise trade at $287 billion each year by the year 2015. This can be considered a 

“ballpark” potential gain if the liberalization is undertaken in all countries over a period 

2005-2010. Such a gain may be an underestimate if there is endogenous productivity 

growth over the period linked with trade expansion and increased competition.23  

The gains are, as one would expect, unevenly distributed. Two-thirds of the 

benefit ($201.6 billion) goes to high-income countries, $69.5 billion to middle income 

countries and $16.2 billion to low-income countries. However as a share of GNP, the 

                                                
23 This estimate is considerably larger than the comparative static estimate from the GTAP model, 
of $85 billion, indicating the significance of the dynamic recursive nature of the LINKAGE 
model, as well as some differences in parameter values.  
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benefits are more evenly distributed. High-income countries gain 0.6 percent of income, 

while middle income and low income countries gain 0.8 percent of their income. Though 

these gains may seem modest when compared to total income, they are persistent and 

may stimulate other gains through structural changes and investment opportunities.  

Gains from Agricultural Liberalization 

A useful study by the Congressional Budget Office (CBO, 2006) has attempted to 

collate the various studies that estimate the benefits of multilateral trade liberalization in 

agricultural goods. The main results of this comparison are given in Table 5. The 2006 

World Bank study shows static gains of about $100 billion by 2015. When the policy 

scenario is paired with the LINKAGE model, the gains increase, as investment and 

productivity improvements are taken into account. The results show some decline from 

the 2002 version of the World Bank model: the earlier version did not include the impact 

of Chinese accession to the WTO and other developments in the past few years.  

Table 5: Estimated Effects of Full Agricultural Trade Liberalization (billion US$) 

Study Static Effect With Investment With Productivity 

2006 World Bank 
LINKAGE model 

 182 292 

2006 World Bank 
GTAP-AGR model 

102   

2002 World Bank  182 431 

ERS 41 50 75 

Roberts et al 102-167   

Buetre et al  60-122  

Beghin, et al  81-146  

Source: CBO (2006, p. 26). Estimates have been made as comparable as possible.  
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The regional distribution of the gains is shown in Table 6. With just the high-

income countries liberalizing their agricultural markets, most of the benefit stays with 

them. Developing countries gain from their own liberalization, accounting for one half of 

the total gains from trade liberalization.  

Table 6: Estimated Welfare Effects of Full Agricultural Liberalization, by Region  
(billion 2001 US$) 

 Liberalizing Region 

 High Income 
Countries 

Developing 
Countries 

All Regions 

High Income 
Countries 

109 19 128 

Developing 
Countries 

26 28 54 

All Regions 135 47 182 

Source: Anderson, Martin, and van der Mensbrugghe (2006, p. 349).  

The contribution of the major sectors to the benefits of liberalization are also 

explored in the World Bank study. Table 7 shows the importance of various sectors to the 

benefits from liberalization.   
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Table 7: Effects on Economic Welfare of Full Trade Liberalization from Different 
Groups of Products, 2015 (percent) 

 
From full  

liberalization of: 
 
Percentage 
 due to: 

 
Agriculture 

and food 

 
Textiles and 

clothing 

 
Other 

manufactures 
 

 
ALL 

GOODS 

Developeda countries 
policies 

42 6 20 68 

Developing countries’ 
policies 

20 8 4 32 

ALL COUNTRIES’ 
POLICIES 

62 14 24 100 

Source: Anderson, Martin, and van der Mensbrugghe (2006). 

Agricultural liberalization yields 62 percent of the total gains from free 

merchandise trade, dwarfing its share in current trade and in global GDP.24 This is due to 

the high level of tariffs in agricultural markets, as well as the prevalence of subsidies in 

that sector. 

Despite the fact that three-quarters of gains from full liberalization are from 

reducing developed country tariffs and farm support. Developing countries get five-sixths 

of their total benefits from agricultural liberalization (as compared to only one tenth from 

textiles and clothing). So the emphasis of developing countries on agriculture within the 

Doha Round seems appropriate. Much of the developing country gains are from South-

South trade, a growing but still small element of global agricultural sales. It is also 

important to point out that adding non-agric liberalization doubles the benefits of trade 

liberalization for developing countries. In other words, the importance of agriculture 

                                                
24 A similar estimate using the GTAP model indicated that agricultural liberalization accounted 
for 66 percent of the (somewhat smaller) gains from total liberalization. Most of the benefits 
accrued to developed countries. For all merchandise trade, developing countries achieved 26 
percent of the total gains, reflecting their greater interest in other areas such as textiles. 
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should not cloud the fact that freeing up other sectors is a vital part of allowing the 

economy to adjust and make use of trading possibilities. 

Gains by Country 

It is no surprise that significant differences in the benefits from liberalization 

exist. In the World Bank study cited above, the region that gains the most as a percent of 

income is South East Asia, where Vietnam (5.2) and Thailand (3.8) can expect significant 

gains. Their export prospects increase considerably (for rice among other exports). But 

also with significant percentage gains are high protection importers such as Korea and 

Taiwan (3.5). Large countries gain relatively less (but often more in absolute terms) and 

those that currently have good access to markets also stand to gain less. Thus both China 

and Bangladesh are estimated to gain 0.2 percent of their national income. 

In terms of the more competitive exporters in Latin America, the absolute gains 

are substantial. Countries such as Brazil ($9.9 billion) and Argentina ($4.9 billion) stand 

to gain from more open markets. So does the US ($16.2 billion), though as a percentage 

of national income the gain is small (0.1 percent). One group has relatively little to gain 

in absolute terms: Sub-Saharan Africa already has access into the EU market and 

increasingly into the US, and would tend to lose from that preferential access. Net gains 

to the region are calculated at $3.5 billion, but this is higher as a proportion of income 

than in more developed countries. Though these figures may seem modest, it is important 

to remember the unquantifiable nature of some of the gains that could emerge from 

deeper integration with the world economy and greater investment flows. 
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Gains and Losses by Groups Within Countries 

In all models of trade liberalization consumers of highly protected products come 

out the winner. Trade expands choice and lowers costs. Though protected producers have 

to modify their enterprises, or even move sectors, in order to gain, consumers get the 

results more quickly.25 Biggest gainers from agricultural trade liberalization are 

consumers in developed countries, who get cheaper food. Consumers in developing 

countries, however, may suffer from higher food prices if world markets react to the 

lower levels of subsidies and tariffs. Producers in exporting countries gain from better 

market access and from terms of trade gains. Farmers in temperate zone exporting 

countries gain from curbs on domestic support in other countries. Governments 

(taxpayers) gain from subsidy cuts but lose tariff revenue as tariffs are reduced. So the 

“political economy” of trade reform is a mix of actors and motives. The gains and losses 

for particular groups are much higher than the overall income figures given above.  

One group is particularly sensitive to changes in food prices and farm receipts. 

The poor have much more at stake than middle income or affluent families. Much of 

world poverty is in rural areas, so agricultural market conditions are vital to them. 

Reduction in tariff protection in food-importing countries could lower domestic prices 

and hurt farmers who sell to the cities, but lower prices help city-based poverty. Higher 

prices to local farmers for export crops helps reduce poverty with less impact on 

consumers. So the net impact on poverty depends on specific conditions in the country. 

The World Bank has published a further study (using the same modeling 

framework mentioned above) to elucidate the likely impact on poverty of a WTO 

                                                
25 Of course, in practice, it may take time, and the workings of competition, for the price 
advantages to permeate to the consumer level.  
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agreement of the type under discussion (Hertel and Winters 2006). The results show that 

there could be a net reduction in the number of people in poverty (measured by incomes 

of $1 per day) of 44 million for full merchandise trade liberalization and 6.3 million from 

the more ambitious of the Doha Round outcomes. So as with income impacts, the Doha 

agenda moves towards the benefits that are possible with total trade liberalization, but in 

a modest rather than dramatic step. 

Additional studies on the impact of further reductions in domestic support and 

improvements in market access include that by researchers at IFPRI. The study is notable 

for its consideration of two different scenarios of liberalization in the Round: an 

ambitious outcome and an unambitious one, chosen largely as the maximum cuts being 

called for by the agricultural exporters and the minimum cuts that the more reluctant 

countries have suggested might be possible (Bouet et al., 2005). The results of this study 

show how much is at stake in the negotiations: the benefits can range from a minimal 

gain for developed country consumers and small losses to developing countries to 

significant gains for all groups of countries if the more ambitious outcome is achieved. 

Partial and general equilibrium models can also be used to calculate world price 

changes arising from trade liberalization. CGE models tend to give smaller effects, not 

only because of larger commodity aggregates but also because of the assumption that 

goods from different countries are imperfect substitutes. Nevertheless the over-riding 

conclusion is consistent: prices of temperate zone products will generally rise with 

liberalization, but not by a dramatic amount. Some commodities have always been 

considered exceptions to this rule, as policies are more distorting in those markets. These 

markets include cotton, rice, sugar and milk (including products), sometimes referred to 
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as the “white” commodities. Estimates of 20-30 percent price increases have been 

common on the past for these commodities if protection levels were lowered and 

subsidies reduced. 

The World Bank model, and the GTAP model discussed above give the change in 

import and export prices for these goods in the process of calculating income effects, as 

the changes in the price of imports and exports is an important aspect of real income. 

Hertel and Ivanic (2006, p.57) report these price changes for their “total liberalization” 

and “Doha Outcome” scenarios. Prices of rice, oilseeds, grains and bovine meat are the 

most sensitive to trade policy reform. Export prices for rice could increase by 24 percent 

with total trade liberalization, and 8 percent with the Doha Round. Oilseeds could 

increase by 16 percent and grains by 13 percent with free trade, but the Doha round only 

promises increases of 4 percent for these products. Sugar and dairy products would rise 

by somewhat less but still be significant for importers and exporters (Table 9).  

Other studies have focused on the price impact for particular commodities.26 It is 

generally found that the price of cotton on world markets will increase substantially with 

the reduction of domestic supports and the elimination of export subsidies on that crop. 

Tropical product prices will on the other hand not be greatly influenced by trade 

liberalization. 

                                                
26 A partial equilibrium estimate of world price impacts of liberalization can be found in Aksoy 
and Beghin (2004). 



57 

Table 9: Estimated Impact on World Prices of Elimination of Export Subsidies 

 Percent increase 

Butter 26 

SMP 9 

WMP 15 

Beef 1 

Beef -1 

Wheat -1 

Maize 1 

Oilseeds -4 

Source: OECD, based on Aglink model. 

Impact on Land Prices 

Finally, it is interesting to note the impact of trade liberalization on the value of 

farmland. The benefits of the farm policy are usually assumed to be captured in land 

prices, so the owners of the land at the time when support is reduced may be expected top 

suffer a capital loss. This is indeed the result suggested by the CGE models. Significant 

reductions in the rate of return to land would be expected as a result of support reductions 

(Table 10). So perhaps this may be the most difficult policy problem facing reformers of 

developed country farm policies. 
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Table 10: Estimated Effects on Real Returns to Land from Full Liberalization of All 
Goods Trade (Selected Countries) 

Australia and New Zealand 17.4 Brazil 32.4 

Western Europe -45.4 South Africa 5.7 

United States -11 Thailand  11.4 

Canada 22.8 Turkey -8.1 

Japan -67.4 Vietnam 6.8 

S. Korea and Taiwan -45 Other LAC 17.8 

Argentina 21.3 Rest of World 6.3 

Source: Anderson, Martin and van der Mensbrugghe (2006, p. 356). 

Conclusions 

The main conclusions of the chapter can be summed up as follows: 
• Agricultural tariffs are several times the level of those in the manufactured sector. 

This causes significant distortions to trade in agricultural and food products, and 
indeed to the world economy 

• Export subsidies, now used primarily by the EU, distort particular commodity 
markets and reduce the export earnings of more efficient producers. Export 
subsidies have a beneficial impact on countries that import such products, though 
their variable nature makes them less useful as a regular food source than may 
appear. 

• The level of domestic subsidies has remained high over the past decade though the 
nature of those subsidies has been changing in a way that should reduce the trade 
impacts. The impact of these subsidies on other countries varies by commodity but 
in general is not so great as the high levels of tariffs. 

• Protection has also come from regulations introduced ostensibly to prevent the 
importation of agents that could spread disease in plants or animals or harm human 
health. Such regulations are of course a normal aspect of trade but on occasions can 
be used to protect the incomes of local producers rather than the health and safety of 
consumers, animals and plants. 

• Multilateral rules governing agricultural trade were introduced in the Uruguay 
Round, in 1995 to replace the unsatisfactory treatment of the sector in the GATT 
Articles. These rules have made the types and levels of protection more apparent: 
the reduction of the protection is one of the main tasks of the current Doha Round.  

• Over the years there has been an increased effort to measure the impact of the 
protection afforded to developed country agriculture on trade flows and on 
developing countries. Partial and general equilibrium models differ in these 
estimates but in ways that one would expect from their different assumptions. 
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• The finding of most empirical studies on the benefits of trade liberalization (or the 
costs of protection) is that a significant part of the gains from further liberalization 
would come from lowering tariffs in the agricultural sector and a smaller part from 
the removal of subsidies. The benefits are concentrated in those countries with the 
highest tariffs, where consumers stand to gain from lower prices. 

• Benefits to developing countries are most apparent for those countries that are 
exporters of temperate-zone products (or substitutes for those products) and that can 
expand production to take advantage of the greater market access. Exporters that 
currently have preferential access into industrial countries can either gain or lose, 
depending on whether the general opening of trade compensates for their loss of 
preference. 

• Developing country importers of temperate-zone agricultural products can lose from 
the removal of subsidies and the reduction in tariffs in industrial countries, but the 
nature of that loss and its incidence is a function of country-specific policies and 
market situations.   

• The Doha Round is currently stalled because the major countries disagree on the 
balance between the reduction of agricultural tariffs and domestic support required 
of developed countries, particularly the US and the EU, and the opening up, in 
agriculture, manufactured goods and service sectors, of the markets in the emerging 
countries such as Brazil, India and China. Most of the text of the necessary revisions 
to the agricultural agreement is in place, but some movement by the major countries 
will be needed to complete the deal. 
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