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ABSTRACT

This thesis analyzes the liberalization process following the Uruguay
Round Agreement on Agriculture signed with the establishment of the World
Trade Organization. Agricultural trade has been problematic and resilient to
liberalization since the establishment of the GATT in 1948. The reasons for the
exceptionality of agriculture and high protectionism are examined in the
framework of International Relations theory in this paper. The paper argues that
international trade liberalization in agriculture has failed and security concerns lie
at the root of this failure because agriculture is a security issue and can be
categorized to some degree as a “high politics” domain. The findings support this
hypothesis. If their self-sufficiency in agriculture is low, states fry to maintain and
increase their autonomy by resorting to protectionist policies. Thersfore, it will be
more appropriate to examine agricultural trade within a Neorealist framework,
rather than a Neoliberal Institutionalist one.



OZET

Bu tezde Dinya Ticaret Orgutintin kurulmasiyla birlikte imzalanan
“Uruguay Round Agreement on Agriculture” sonrasi diinya tarim ticaretinde
yasanan liberalizasyon siireci incelenmektedir. 1948'de GATT antlagmasinin
imzalanmasindan ginimiize dedin tanm sektori Gzgurlestirmeye direng
gostermistir. Bu tez ¢alismasinda, tanimin bu ayriksilifinin ve tanimda yuksek
koruma oranlannin varh§inin nedenleri Uluslarasi lligkiler kurami gergevesinde
arastinimaktadir. Bu galisma tanimda liberalizasyon c¢abalarinin bagarisizlikia
sonuglandigini ve bu basansizigin altinda yatan en énemli sebeplerden birinin
devletlerin giivenlik kaygisi oldugunu ileri sirmektedir; ¢linki tanim yalnizca bir
ekonomi degil, aym zamanda bir givenlik konusudur ve bir noktaya kadar
‘yiksek siyaset’ alaninda da sinflandinlabilir. Gahgmadaki veriler ve bulgular da
bunu destekler niteliktedir. Tarimda kendi kendine yeterlilikieri az ise, devietier
korumaci siyasalara bagvurarak, 6zerkliklerini sirdirme ve artirma ¢abasi icine
girmektedirler. Bu yiizden tarim politikalarinin incelenmesine diger ticaret
sektorlerine oldugu gibi Neoliberal bir gergeve yerine Neorealist bir gerceve
iginde yaklagmak daha dogru bir yaklagim olacaktir.
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INTRODUCTION

In my thesis, | analyze whether the World Trade Organization has been
able to decrease cheating and increase predictability in the international
agricultural trade regime since the signing of the Uruguay Round Agreement on
Agriculture (URAA). The literature on agricultural trade suggests that
liberalization is continuing, although the process is slow and problematic. The
problems with liberalization are generally tied to domestic and economic issues.
I have two, main hypotheses. First, | hypothesize that agricultural trade
liberalization efforts have mostly failed and protectionism prevailed in the
agricultural trade as strongly as it did prior to the signing of the URAA. Second, |
hypothesize that the failure of liberalization in Agriculture has an International
Relations (IR) dimension that is a result of its realist framing by governments.

In the first chapter, | survey the Neoliberal Institutionalist and Neorealist
approaches to international regimes. In the second chapter, | give a brief
historical account of the international agricultural trade under the General
Agreement on Tariffs and Trade (GATT) and the WTO regimes. In the third
chapter, | analyze whether liberalization in the WTO agricultural regime has
been successful or failed. The findings buttress my first hypothesis and suggest
that the reforms did not succeed in decreasing protectionism. Building on this
finding, in the fourth chapter | survey why agricultural trade liberalization may
have failed contrary to Neoliberal expectations. In line with my second

hypothesis, | argue that agricultural trade is framed in a Neorealist perspective



more than other sectors because of its security dimension. In the fifth chapter, |
try to support the hypothesis that security concermns shape agricultural
protectionisrﬁ by a regression analysis. | measure whether protectionism in basic
food staples in OECD countries can be explained by the self-sufficiency levels of
these countries. The findings support the argument

To support my first hypothesis, in the second and third chapters | focus on
Europe, Japan, Canada and the USA (the Quad countries) due to several
reasons. Most importanﬂy, together they account for most of the world
agricultural trade as importers and exporters. Secondly, they are the most
fervent proponents of trade liberalization in general and they constitute the main
coalition of the WTO. Thus, their policies are likely to affect the rest of the
members considerably and the success of agricultural liberalization depends
largely on their efforts and compliance.

in the fourth chapter, | expand the focus of the study to all OECD
countries. Since these countries form a relatively homogenous group, many

factors such as the political system and the level of economic development are
largely controlled for.



CHAPTER 1
INTERNATIONAL REGIMES IN IR THEORY

Among a plethora of regime definitions in Neo-liberal Institutionalist
theory, Stephen Krasner's is the most commonly accepted one. Regimes as
defined by Krasner are “sets of implicit or explicit principles, norms, rules and
decision-making procedures around which actors’ expectations converge in a
given area of international relations. Principles are beliefs of fact, causation and
rectitude. Norms are standards of behavior defined in terms of rights and
obligations.  Rules are specific prescriptions or proscriptions for action.
Decision-making procedures are practices for making and implementing

collective choice.”

Keohane further elaborates this definition of regimes
developed by Krasner. Principles define “the purposes that their members are
expected to pursue”.? Norms define more clearly what is legitimate and what is
illegitimate. Although the distinction between norms and rules is not a marked
one, rules differ in defining rights and obligations in more detail and with greater
specificity. Finally, decision-making procedures “provide ways of implementing
their principles and altering their rules.”

Regime theorists saw GATT so much as an example of a successful
autonomous regime that Krasner employed the GATT as a case for clarifying
these four determining elements of regimes. Principles set the legitimizing

ideology of the regime. GATT functions on liberal economic principles, arguing

12Keohane, Robert O. (1984) After Hegemony Princeton: Princeton University Press, p.52
Ibid



that free trade is beneficial for improving global wealth. The basic norm is that
tariff and non-tariff barriers should be reduced and finally abolished. Rules are
less general than norms. In the GATT, less developed countries demand
different rules for third world and advanced industrialized world states. Decision-
making procedures which are much more specific are changed repeatedly as the
regime evolves and consolidates. GATT decision-making procedures were
changed with successive rounds. This was, in fact, the objective of these
negotiations: to make the best rules for the realization of principles.

Regimes are not always voluntary. They can be imposed (deliberately
established by dominant actors who succeeded in getting others to conform to
the requirements of those orders through some combination of cohesion,
cooperation and manipulation of incentives) as well as negotiated (explicit
consent on the part of the participants). In the case of imposed regimes, direct
imposition of institutional arrangements on subordinate elements coerce them
into compliance or a dominant power may exert leadership in the formation and
preservation of regimes that serve its interests but are widely accepted in the
international system.*

A helpful typology of regimes is developed by Levy, according to the
criteria of formality and convergence of the expectations about compliance with
the rules. In an issue area where there are no expectations and no formal rules,
there will be no regimes. Where they exist, regimes can be classified into three
kinds. When there is a high expectation without any formal rules, it can be
anticipated that informal rules will nevertheless be observed. This first kind is
classified as a tacit regime. Secondly, there can be contrary cases where there
is no expectation for the observation of rules, despite their highly formalized
nature, which produces a dead-letter regime. Thirdly, when both the rules are
formalized and the expectation that they will be followed is high, full-blown

30
Ibid p.53
* Dougherty, James E. and Robert L. Pfaltzgraff, Jr. (1997) Contending Theories of International
Relations: A Comprehensive Survey, New York: Longman.



regimes emerge.® Although, this definition is highly useful, it should be noted
that no formalized regime is purely formal.

Returning to Stephen Krasner's definition of regimes, we see that a
regime can consist of “implicit and explicit principles, norms, rules and decﬁision-
making mechanisms”. Explicit rules are those that are formalized. Implicit rules
are those that are informal, but still followed. Therefore, a regime can be
simultaneously formal and informal. Even in highly formalized regimes, there will
be understandings among member states that are not written on paper, but are
nevertheless obeyed, even those that bring exceptions to the principles and
norms of the regime.

1.1 International Regimes in Neorealist and Neoliberal Theories
1.1a Regimes and Cooperation in Neorealism

Neorealist theory proposes that only a systemic approach would help us
understand international politics. As Kenneth Waltz, the founder of Neorealist
theory, explains “a system is composed of a structure and of interacting units.
The structure is a system-wide component that makes it possible to think of the
system as a whole.”® Structure determines the position of the units in relation to
each other and makes it possible to understand the system abstracted from the
unit attributes. “Political structure produces a similarity in process and
performance so long as a structure endures.” ’

The system is state-centric meaning that the primary unit of intermational
political society is the state. That is not to say that states are the sole
international actors or that non-state actors - domestic or transnational - are not
important or even crucial, but that even if non-state actors are becoming more
significant, “system change ultimately happens through states. In that sense

5 Levy, M.A.. Young, O,R. and Zurn, M.(1995) ‘The Study of International Regimes’, European
Journal of International Relations, 1(3):267-330.

® Waltz, Kenneth in Keohane, Robert O. (ed) (1986) Neorealism and its Critics New York:
Columbia University Press, p. 73

7 Ibid p.80



states are still at the center of the international system.”®

As Waltz suggests,
“when the crunch comes, states remake the rules by which other actors
operate.” States share certain characteristics which make them similar. They are
sovereign political entities.

In contrast to the centralized and hierarchic nature of domestic political
systems, the arrangement of the international structure is anarchic and
decentralized. Anarchy in this context should not be understood as chaos, but as
an absence of govemmerit. In the state, the government has a monopoly on the
legitimate use of force and citizens do not need to defend themselves. However,
in the anarchic international order the rule of conduct is self-help. '°

While Neorealism accepts that cooperation under anarchy is possible, it
maintains the reservation that it is very difficult to achieve and preserve.
Therefore, Neorealism explains regimes as dependent variables that reflect the

power structure and require a hegemon for establishment and effective
functioning.

1.1b The Challenge of Neoliberal Institutionalism

The proliferation and success of some post-war institutions and regimes in
1970s in the face of perceived decline in the US hegemony, led some scholars of
IR to question the hegemonic stability theory of Realism. Neoliberal
institutionalism emerged as an attempt to challenge Neorealism. It distinguished
itself from the prior rival theories of Realism by embracing its central premises-
that the international system is an anarchic self-help system, the basic unit of
analysis is the state, and states are rational interest-maximizers whose main goal

is survival. However, starting from the same premises as Realism, neoliberal

® Wendt, Alexander (2000) Social Theory of International Politics WENDT, Alexander
(1999) Social theory of International Politics New York: Cambridge University Press.
p.S.

? Waltz, Kenneth in Keohane, Robert O. (ed) (1986) Neorealism and its Critics New York:
Columbia University Press, p.89



institutionalist theory concludes that regimes are autonomous variables that have
importance in and of themselves outside the power structure that gives birth to
them.

Neoliberal institutionalism disputes the neorealist conception of
hegemonic stability which proposes that order can only be created by a
dominant power in world politics. In their refutation of the neorealist claims and
explanation of cooperation in international relations, the regime concept is
pivotal for Neoliberals. Neoliberal Institutionalism claims that “When shared
interests are sufficiently important and other key conditions are met, cooperation
can emerge and regimes can be created without hegemony,”'! and furthermore,
“regimes can be maintained and may continue to foster cooperation, even under
conditions that would not be sufficiently benign to bring about their creation.
Therefore, hegemony, although making cooperation easier to achieve, is not a

precondition for the emergence of cooperation, and is less important for its

continuation.” 2

1.1c Prisoner’s Dilemma

Neoliberal theory derives the reasons for international cooperation from
microeconomic theory and employs game theory in explaining cooperative and
non-cooperative behavior of actors when their interests are not harmonious, yet
still cooperation is more beneficial for both sides. The most commonly applied
game to explain state behavior is Prisoner’s Dilemma (PD).

PD is a hypothetical situation where a prosecutor makes a proposal to two
prisoners who are partners in crime. However, the prisoners are kept in separate
rooms and cannot communicate with each other. The prosecutor says that if one
of them confesses and the other does not, the confessor will be set free and the
non-confessor will be sentenced to 10 years. If the other prisoner also confesses,

they will both be sentenced to 5 years. If neither of them confesses, they will both

' 1bid pp.100, 108

a Keohane, Robert O. (ed) (1986) Neorealism and its Critics New York: Columbia University
Press, p. 50
2 jbid, 12



be sentenced to 2 years. In this case both actors have two options. They can

either cooperate (not confess) or defect (confess).

PD MODEL

ACTORB
< |PD Cooperate | Defect
c
('2 Cooperate (2,2) (4,1)
Q [ Defect (1,4) (3.3)

If prisbner A defects and prisoner B cooperates, the defecting prisoner A
will receive maximum benefit from the situation (he will be set free), but the other
prisoner will get the worst outcome. In this equilibrium, the defector A will get the
maximum benefit (1) while the cooperator B will get the least preferred of the
possible outcomes (4). A is the sucker and B is the suckered. Since each actor is
afraid that the other side will defect and he will suffer the worst outcome if he
cooperates, both opt to defect no matter what the other actor does. In this case,
even if the other actor defects, too, actors will at least avoid the worst outcome
(being suckered). However, trying to avoid the worst outcome, they both end up
with the third preferred outcome because they both defect. If they could agree to
cooperate, both would have the second preferred situation, they would neither be
the sucker (most preferred) nor the suckered (least preferred). Yet, they cannot
cooperate because they cannot trust the other actor.'”® Lack of trust and
communication is the main impediment to cooperation in this case. If the actors
can communicate, they can come to an agreement and cooperate.

According to Neoliberal Institutionalism, the fear of being cheated as in
the Prisoner's Dilemma situation is the main impediment against cooperation
among states. Two rational actors make the most rational choice, but the
outcome is below the optimal level for both sides due to imperfect information.

This is why Institutionalism views regimes as essential in explaining cooperation

3 Ibid



among states. According to Neoliberal Institutionalists, regimes and institutions
are able to solve this problem because they make cheating harder and less
profitable. Regimes become intervening or autonomous'® variables in world
politics between the independent variables (the system structure) and the
dependent variables (the behavior of actors). They decrease transaction costs
by increasing information exchange, creating a system of checks over the party
states and punishing the cheater. Since any given game is played multiple times
(even indefinitely) in intefnational relations, the reiterated nature of the game
makes cooperation easier than realists argue because defection is punished in
the next round of the game whereas cooperation is rewarded. In such a
situation past and present behavior will determine the future benefits a state will
receive.

When we assume that states are rational actors, they should avoid
defection if the punishment is quick and exceeds the benefit they will receive by
defection. Therefore, a well-functioning regime discourages defection by an
effective system of tits-for-tats. Added to the punishment is the concern for
reputation in repeated games. States do not want to jeopardize future beneficial
cooperation by acquiring a notorious reputation as a cheater state. Therefore
reputation concerns facilitate cooperative behavior." The main function of the
regimes is to render defection an unprofitable strategy for states by increasing
the benefits of cooperation and the cost of defection, thereby producing a
pareto-optimal outcome.

1.1d The Neorealist Response

Neorealists disagree with the liberal argument that cheating is the main
impediment to cooperation. Neorealists aver that there is no direct linkage,
theoretically or empirically, between eliminating cheating and fostering

cooperation as Institutionalists defend. In Neorealism, cheating - despite being

'* see Krasner, Stephen (ed) (1983), International Regimes, lthaca: Cornell University Press, 195.
'3 Axelrod, Robert and Robert O. Keohane (1986) “Achieving Cooperation under Anarchy:
Strategies and Institutions® World Politics, Vol. 38, No. 1, pp. 226-254.



one of the impediments to international cooperation - is not the only obstacle or
not even the most important one. From a realist perspective the structure of the
international system constrains cooperation severely for two reasons that both
emanate from survival concerns: relative gains considerations and fear of
increased dependency.

For Neorealists, the first limit to cooperation is the problem of relative
gains. Survival depends on the relative capabilities of a state vis-a-vis other
states in the positional structure, so even when states have mutual gains in
cooperation, they will be worried about the unequal distribution of the expected
benefits, since an uneven distribution might strengthen the relative position of
the rival states which may create a threat in the future.'® Neoliberal
institutionalists challenge this view by focusing on absolute gains considerations
of states. They maintain that regardless of what the other states are gaining,
every state tries to maximize its own interests. Although neoliberals accept the
significance of relative gains considerations in affecting state behavior, they
confine relative gains concerns merely to security issues.

The second limit to cooperation in Neorealism is the dependency
problem. In domestic society, the division of labor is developed and the
interdependency of differentiated parts is high. Breaking integrated relations in
domestic society has high costs. Kenneth Waltz calls domestic
interdependency, integration. Although states are similar units with less
specialization and less interdependency, a complex division of labor increases
interdependency in the international arena, too, making states increasingly
vulnerable to each other's actions. Especially for weaker states, increased
interdependency implies increased dependency. Although, international division
of labor may increase global wealth, the dependency it entails, makes it
undesirable for many states that are very watchful of their autonomy for survival
reasons."”

According to Neorealism, states perform such identical functions that they

are almost functional duplicates of each other. What distinguish them are their

' ibid, p.103
7 ibid
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uneven capabilities.'® The distribution of these capabilities determines the
power and position of states relative to each other. States are ‘defensive
positionalists’'? that try to defend their positions in the international structure.
They are not merely rational egoists interested only in their own utility. “They are
interested in achieving and maintaining relative capabilities sufficient enough to
remain secure and independent in the self-help context of interational

anarchy.”?°

Thus, regimes cannot be explained as a consequence of
international cooperation, but as impositions by powerful states and the

hegemon.

2. IR Theories and the Agricultural Trade Regime

As mentioned above, the GATT and its continuation, the WTQO, are
considered to be the most successful examples of well-functioning, full-blown
regimes. However, the WTO trade regime is not as big a success story in all
sectors. In .the following chapters, international agricultural trade will be
examined. The central argument of this thesis is that international agricultural
trade has failed to liberalize until today and this failure can be explained by
Neorealist theory. The alternative explanation is that liberalization has been
successful (at least to some degree) and this success can be explained in
Neoliberal terms. If international agricultural trade regime under the WTO fulfills
Neoliberal expectations, then it is likely to increase information exchange and
transparency, punish defection and reward cooperation and solve the Prisoner’s
Dilemma barrier to cooperation. As a result, agricultural trade is expected to
become more liberal than before. If, however, Neorealism is the right theoretical
approach to explain agricultural sector, then liberalization is expected to fail due
to fear of debendency and relative gains concerns.

The confusing question is: why agriculture? Why does international trade

in many industrial sectors successfully liberalize, while agriculture is

'% ibid, p.92

"9 Grieco, Joseph M. “Understanding the Problem of International Cooperation: The Limits of

Neoliberal Institutionalism and the Future of Realist Theory” in Neorealism and Neoliberalism:
The Contemporary Debate ed. by BALDWIN, David A. New York: Columbia University Press,
.303.

2 ibid: p.306



emphatically protected and why is Neoliberalism a more powerful tool to
comprehend the regime in car trade than in wheat trade? There are many
domestic political and economic reasons underlying this difference. However,
this thesis focuses on the international relations dimension of the failure. |
hypothesize that agriculture, as opposed to most other sectors, is closely linked
to security considerations, and this is the main international source of
protectionism.  This close proximity to security separates agriculture from

industrial goods and places it in the domain of Neorealism.
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CHAPTER 2

AGRICULTURAL TRADE REGIME UNDER THE WTO

2.1 History of the GATT/WTO

Established on January 1, 1995, the WTO is an international institution
that establishes rules and principles of international trade, with its stated aim
being the removal of barriers to trade. Although a continuation of GATT, the
WTO transcends its predecessor in coverage, membership and effectiveness. A
brief examination of the history of GATT and the differences between the two
organizations is essential to the understanding of the dynamics leading to the
establishment of the WTO.
2.1a The GATT

GATT was a treaty signed in January 1948 that functioned as one of the
Bretton Woods institutions with the official goal of advancing international free
trade. GATT was born out of an attempt to establish an International Trade
Organization (ITO) as a specialized agency of the United Nations in the
aftermath of the World War Il. With the protectionist trade measures of the pre-
war period still in effect, the goal was to create an institution to regulate
liberalization of the international trade as well as make its terms safe and
predictable. However, the wide scope of the negotiated ITO Charter, including
issues such as rules on employment, restrictive business practices, commodity

agreements, international investment and services proved to be too controversial

13



and ambitious.?' In 1946, as the cumbersome ITO bargaining was still
proceeding, 23 of the participating countries started a round of multilateral trade
negotiations (MTN) on reducing and binding customs tariffs resulting with 45,000
tariff concessions that covered as much as 20 percent of the total world trade.
These tariff concessions together with some parts of the ITO charter constituted
the GATT treaty that was signed in January 1948. Although the ITO Charter was
finalized several months later in March 1948 at a UN Conference in Havana, it
was effectively dead when the US government eventually declared in 1950 that it
would no longer seek for the ratification of the Havana Charter in the face of firm
opposition from the US Congress. When a secretariat was formed, a de facto
organization emerged, unofficially called the GATT after the agreement, to
implement the terms of the Treaty.?

Thus, the GATT, albeit initially intended to be ‘provisional’, remained as
the only international agreement and organization providing rules and codes for
world trade and until its replacement by the WTO in 1995. The GATT evolved
through a series of seven multilateral negotiations known as ‘rounds’, first being
the Geneva round that finally led to the creation of the GATT. Soon two other
rounds were held, first in Annecy (France) in 1949 and second in Torquay
(Britain) in 1951. Japan joined in the third round in Geneva that took place during
1955-1956. In each round more tariffs were bound and more countries acceded
to the Treaty, although the accomplishments were rather modest in comparison
to the drastic concessions of the 1947 round.®

In 1960-1961, Dillon Round, named after the US Secretary of State who
proposed the talks, was held in response to the establishment of the EEC. Since
a regional customs union was against the Most Favored Nation(MFN) status
granted by the GATT to all members, member countries who were adversely
affected by the another member taking place in such a union had the right to be
compensated under the GATT rules. As a result of the round and parallel

Z'WTO (1999) Trading Into the Future Geneva.

2 Hubbel, Martindale (1996) “A History of Gatt and the Structure of the WTO" International
Contract Adviser, Volume Ii, No1.

* Binding means that a GATT member determines a tariff ceiling for a certain good and that
ceiling becomes a commitment that cannot be increased without prior negotiations for
compensation with its main trading partners.
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bilateral negotiations with the EEC and other members, a total of 4,400
concessions were concluded, but these concessions were less than satisfactory
since they did not include the agricultural sector and many other sensitive
products which were the areas where both tariffs and non-tariff barriers to trade
were expected to increase the most with the establishment of the Community
and especially, its protectionist Common Agricultural Policy.?*

In 1963, the Kennedy round, named after the American president, started
and this extensive round continued until 1967. This MTN, differed from the former
ones by its broader agenda. What was new in the Kennedy round was the
coverage of trade issues beyond tariff reductions. Earlier rounds had focused
solely on tariff reductions as tariffs were seen to be the main impediment against
free trade. When the success of tariff concessions in the earlier rounds led many
members to introduce non-tariff measures (NTMs) to protect their markets from .
the increasing amount of imports, a need to deal with NTMs arose. Kennedy
round saw the introduction of an Anti-Dumping code, to counter this problem.
This round also brought a new approach to tariff concession negotiations. Until
then all concessions were negotiated item by item. This method was replaced by
an across-the-board formula cut approach for industrial products among major
OECD countries that yielded more successful results with an average of 35
percent reduction in such products.?®

Ninety-nine countries, accounting for ninety percent of the world trade
participated in the next MTN that lasted for six years from 1973 to 1979, taking its
name after the city of, Tokyo where the negotiations started. At the end of the
Tokyo round, roughly 33,000 tariff lines were bound and tariff rates of Advanced
Industrialized Countries (AICs) fell by 34 (measured in terms of tariff revenue)
percent on manufactured products.?®

Over the course of these 47 years the growth in trade continuously

surpassed the increase in production. The membership increased from an initial

" Hoekman, Bernard M. (1995) Trade Laws and Institutions: Good Practices and the World
Trade Organization The World Bank, Washington DC, p.18.

% Ibid p.18

* ibid p.19



of 23 countries to over 100 countries accounting for over 90 percent of the
international trade by 1994.

2.1b The Establishment of the WTO

Despite its substantial success in reducing tariffs, the GATT regime
started facing significant difficulties by the mid-1980s. Moreover, the treaty made
exceptions to two major sectors that constituted 30 percent of the world trade:
agriculture and Multi-fiber Agreement (textiles and footwear). The GATT’s main
accomplishment was the progressive lowering of tariffs. Yet as tariffs were being
lowered, non-tariff barriers to trade were increasing in type and number. In the
face of escalating imports from developing countries, protectionism had started to
prevail in industrialized countries. Furthermore, less developed members were
only nominally bound by GATT rules. Although its coverage was extended over
the rounds, GATT provisions mainly dealt with trade in goods whereas trade in
services, and intellectual property rights were gaining an increasing weight in
international trade. However, a de facto organization, the GATT had a very
ineffective decision making mechanism and an even less effective enforcement
mechanism., All these factors added up, the GATT as it was, acquired an
increasingly anachronistic nature and lost its relevance to the newly arising
global trade issues and problems.

The Uruguay Round which started in 1986 in Uruguay was an attempt to
solve these problems and extended the agenda further than any other round
before. At the end of the Uruguay Round, with the signing of the Marrakesh
Treaty in Morroco, in 1994, a new international trade organization, named as the
World Trade Organization, was established to replace the GATT as an institution.
Also, the round accomplished to raise percentage of bound products from 78 to
99 percent for developed countries, from 21 to 73 percent for developing

economies and from 73 to 98 percent for transition economies.?’
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The coverage of the WTO was expanded considerably to include “traded
inventions, creations and designs”® and the trade in services. GATT, the
agreement, became one of the three agreements the new institution includes
along with the TRIPS (Trade Related Intellectual Property Rights) and GATS
(General Agreement on Trade in Services). Unlike the GATT that was a
provisional and de facto organization, the WTO is a full-fledged institution. The
membership also increased to 142 in 2001 by the admission of China. WTO's
officially stated purposes are mainly to help trade flow as freely as possible, to
serve as a forum for trade negotiations and as a dispute settlement body for
trade conflicts. WTO, as its precedent, is located in Geneva, Switzerland. lts
main decision-making body is the ministerial conferences, composed of
government officials from all member countries, convening every two years. The
secretariat staff, consisting of a small number of 500 hundred people, is

responsible for implementing the decisions taken during these ministerials.
2.2 The WTO Principles: Free Trade and Comparative Advantage

The WTO principles are based on the laissez faire economics of Adam
Smith and ‘the ‘comparative advantage’ concept of Ricardo. Comparative
advantage means that even when a country is more efficient in producing all the

goods than other countries, it is still beneficial for this more efficient country to
trade with other countries.®

“Economic liberalism is based on the belief that economic relations are
basically harmonious both between domestic actors and ‘true national interests
and cosmopolitan economic interest’®®. However, realists believe that economic
development takes place in a world defined by the existence of rival nations and
nation-states. List was the first economic theoretician to realize that Adam

Smith's economic theory in Wealth of Nations was built on two different levels of

% WTO (1999) Trading Into the Future Geneva.
% Ricardo, David. On the Principles of Political Economy and Taxation. London: John Murray,

1821. [Online] available at http://www.econlib.org/library/Ricardo/ricP7.html
% Gilpin, Robert (1987) The Political Economy of International Relations Princeton: Princeton
University Press.p.26
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analysis: the individual and cosmopolitan and excluded the ‘national’ economics
in the intermediate level. List theorized that national and cosmopolitan interests

conflicted more often than not. In case of such a conflict, a country will not be
concerned whether trade contributes to the overall global welfare, but whether it
contributes to its own welfare. List claimed that England developed because of
and not in spite of the extensive intervention and mercantilist policies of the
British government until it obtained productive superiority. He stated that unless a
country was developed enough to compete in the world markets, participating in
free trade would only serve to keep that country forever in an inferior position.
Portugal may benefit from trade with England at any given point in time, but in
the long run, that turns Portugal into the perpetual vineyard of England. Free
trade can only be beneficial to both parties if they are equally competitive.
Therefore, List believes that it is advantageous to participate in free trade after
developing the necessary industrial base.

This seems to stand in sharp contrast to Ricardo’s theory of comparative
advantage concept, which points out that trade benefits all trading parties-even
when one party is more efficient in the production of all the traded goods.
However, this opposition results from the lack of a longitudinal dimension in
Ricardo’s theory. That trade will benefit both countries under all circumstances
may be true if we take only one point in time. Yet, these transactions are
continuous in reality. Continuing free trade in advanced goods may indeed
cripple the weak (infant) industrial base of a country (or not let it develop in the
first place).

The free trade argument is based more on ideological conviction than
empirical facts because there is no country in world history that truly practiced
free trade. Free trade advocacy requires consistency. However, England,
France, Germany, Japan and the US all followed and still follow protectionist
economic policies in some sectors. Also, many developing countries experienced
their most vibrant economic development (Latin America in the 1930s and East

Asia in the 1960s) when global economic institutions promoting economic
openness were weak or non-existent.
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2.3 The Exceptionality of the Agricultural Sector in the WTO

The share of the agricultural trade has been steadily declining over the
decades as the unit value of agricultural products decrease vis-a-vis
manufactured products. I[n the year 2000, agricultural trade constituted only 9%
of all the merchandise trade in the world.3' Yet, this relatively small sector
proves to be the most controversial and sensitive topic on the international trade
liberalization agenda.

Agricultural trade, with its special status, has always presented a main
aberration from the basic GATT disciplines since 1947. GATT 1947 allowed
countries to protect their agricultural markets through high tariffs as well as non-
tariff measures such as domestic subsidies and import quotas as well as export
subsidies. However, over the next decades, the US together with countries such
as Canada, Australia and New Zealand started to support the liberalization of
trade. The burden of the agricultural support was too high, yet their removal
would leave the US producers vulnerable, if the liberalization in the US was not
matched b)} a parallel liberalization in other major agricultural producers,
specifically the EEC. The EEC was not willing to compromise on agricultural
protectionism sincé the Common Agricultural Policy (CAP) was one of the main
pillars of the Community.

By late 1980s, pressures from agriculture-exporting countries for a
multilateral liberalization of the sector were mounting. Agricultural sector
liberalization was buiit into the agenda of the Uruguay Round negotiations of the
GATT. The Uruguay Round also produced an agreement on agricultural
liberalization known as the Uruguay Round Agricultural Agreement (URAA). The
main goal of the URAA was to decrease market distortions progressively.®? “The

Uruguay Round was a turning point in the evolution of agricultural policy. For the

3 WTO (2001) International Trade Statistics. Geneva p.97
% Distortion in trade means that the price or quantity of a certain commodity in the market is more
or less than it would be under totally free and fair market conditions.



first time, a large majority of countries agreed a set of principles and disciplines
to reduce the trade distortions caused by agricultural policies.”

During the Uruguay Round, US, Canada, EU and Japan, also known as
the Quad, dominated these negotiations with their large staffs of negotiators,
lobbying groups and economic power. Developing countries made concessions
in intellectual property and service areas and were promised further negotiations
for liberalization of agriculture that would give them full access to the North
American ahd European markets. Given their comparative advantage in
agriculture and lack of capital required for advanced sectors, free trade in

agriculture could provide a major opportunity for economic development to the
agriculture-exporting developing countries.

However, by 1999 there was general discontent among the net agriculture
exporting countries. They argued that the promised liberalization had not taken
place and developing agricultural-exporters had not received any compensation
for their concessions in other sectors, while developed countries without
comparative advantage in agriculture continued to be major producers and
exporters in the sector.

After the Uruguay Round, the next planned step was to start a new round
of negotiations at the turn of the century to resolve the problems that were left to
be solved from the last round. The Seattle Ministerial in 1999 was to be the
initial meeting for discussing and determining the agenda of the next round.
However, the Advanced Industrialized Countries and Less Developed Countries
were divided over the most basic issues so profoundly that all efforts to set up an

agenda and prepare for a new round proved futile.

2.4 Current Phase of the Agricultural Trade Negotiations in the WTO

The Doha Ministerial in Qatar (9-14 November 2001) was the first positive
developmeni for the liberalization in agriculture in a long time. At this ministerial,

WTO members decided to move on to a new Round of talks in agriculture with

33
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the aim of giving new momentum to agricultural liberalization. Doha Ministerial
Declaration stated that: "substantial improvements in market access; reductions
of, with a view to phasing out, all forms of export subsidies; and substantial

reductions in trade-distorting domestic support"*’

were the new goals on the
agenda. A time frame was prepared in Doha for the new Round. The Round is to
be concluded by January 1, 2005 and will consist of 5 Rounds. In the First
Phase, which ended in March 2001, member countries submitted their proposals
for negotiations. The second phase (March 2001 to March 2002) defines the
work schedule of the Round. The third phase (March 2002 to March 2003) will
set the modalities and in the fourth phase (March 2003 to Autumn 2003 when the
Fifth Ministerial will be held), these modalities will be fleshed into a
comprehensive draft which will be finalized in the fifth phase (Autumn 2003 to
January 2005).%

2.4a Member Positions

Two of the most influential members of the WTO, Japan and the EU still
argue in favor of protectionism in agriculture on the grounds that it is a unique
sector where non-economic considerations prevail. Japan is the most fervent
opponent of liberalization, while the EU has a more compromising position.
Japan has established a program to increase its agricultural production and
notified the WTO despite the requirement to increase government support to
agriculture be able to do that. India also has a protectionist stance trying to
secure food for its large and undernourished population. China, the newest
member of the WTO, has promised to liberalize its extensively subsidized and
protected agriculture, to be able to accede to the organization. However, it might

align itself with the protectionist group and its policies are yet to see.

The Cairns group, composed of 14 agricultural product-exporting countries
(Argentina, Australia, Brazil, Canada, Chile, Colombia, Fiji, Hungary, Indonesia, '
Malaysia, New Zealand, the Philippines, Thailand and Uruguay) is especially

active in lobbying for liberalization in agricultural trade. The group defines its

3 «“Doha Ministerial Declaration” www.fao.org
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goal specifically as “insuring that agricultural trade occurs on the same basis as
trade in other goods”, with three specific targets: the elimination of export
subsidies; market access must be on the same basis as other goods (i.e.
protection only via tariffs the relaxation of tariff quotas and smoothing of tariff
peaks) and major reductions in trade distorting domestic support®®. In other
words, the goal is to end the aberrant status of agricultural trade and bring it into
conformity with the other sectors. The US also supports liberalization efforts in
the international arena, albeit not as zealously as the Cairns group. However,
despite its liberal rhetoric, the new Farm Bill 2002 in the US has increased the
funding on agriculture for the next ten years by $82.5 billion from a base of

$107.6 billion to a total of approximately $190 billion.
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CHAPTER 3

THE FAILURE OF AGRICULTURAL LIBERALIZATION: ISSUES AND
PROBLEMS IN THE IMPLEMENTATION OF THE URAA

The WTO classifies trade-distorting practices in agricultural sector into
three groups: use of market access barriers, export subsidies and domestic
support. Uruguay Round negotiations in agricuiture focused mainly on how to
limit and decrease distortions caused by these factors. The period following the
URAA has withessed extensive efforts to end the anomaly of the sector by
incrementally removing barriers to free trade. If market access barriers, export
subsidies and domestic support have decreased in comparison to the pre-URAA
period, then the liberalization attempts can be said to have succeeded. In this
chapter the results of these attempts are analyzed. The findings suggest that
there is no visible trend of liberalization in the Quad countries.

3.1 MARKET ACCESS

3.1a Tariffication

Prior to the Uruguay Round, market access in the agricuiture sector was
restricted by high levels of tariffs as well as many non-tariff measures such as
quotas. The impact of non-tariff barriers on international trade was difficult to

measure and compare, therefore they created a transparency problem and
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allowed for concealed or non-measurable protection. URAA has four main
pillars: tariffication, tariff binding and commitments to decrease trade distorting
domestic support and export subsidies.

The major accomplishment of the Uruguay Round in the agriculture sector
is assumed to be tariffication, or the process of replacing non-tariff trade barriers
with tariffs to increase transparency and hence measurability. The second step
was the binding of those tariff levels at the converted rate. Binding means that
a GATT member determines a tariff ceiling for a certain good and that ceiling
becomes a commitment that cannot be increased without prior negotiations for
compensation with its main trading partners, so it inhibits protection by means of
arbitrary raises in tariffs. While the aim of tariffication is to improve market
access and transparency, that of binding is to increase predictability.

However, tariffication is not a success in terms of improving market
access and accomplishing transparency. Tariff equivalents were determined as
the difference between the intemal and external price for the product concerned
in the reference period between 1986 and 1988. Individual members were given
the mandate to calculate the tariff equivalents of their non-tariff measures and
make the conversion themselves. The authorization coupled with an obligation
to bind those tariff lines at the converted rates and later decrease them, led
many countries to cheat and resulted in the so called “dirty tariffication™’. Dirty
tariffication refers to the overrating of tariffs by many members.

After tariff rates were bound, all member states except for the least
developed countries, made commitments to decrease their bound tariff rates.
Developed Countries were obliged to decrease their tariff levels by 36% over six
years and developing countries were obliged to make a 24% reduction over ten
years starting from January 1, 1995.% However, as the bound rates in many
country members do not reflect the applied rates, the commitment to reduce
those bound rates is not of significant consequence on the part of these

countries. Some critics of this situation argue that applied rates should be

3 Hoekman, Bernard M.(1995) Trade Laws and Institutions: Good Practices and the World

Trade Organization. The World Bank, Washington DC.
¥ WTO (1999) Trading Into the Future. Geneva.
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accepted as bound rates for all members, but the criticized countries claim that
such a measure would only mean punishing them for applying lower rates than
they are obliged to.

Critics of dirty tariffication target mainly developing countries since the
difference between bound and applied rates is clearly visible in their tariff lines.
The general argument is that particularly in developing countries, inflated tariff
rates led to a considerable gap between bound and applied rates. However,
recent evidence suggests that ‘dirty tariffication’ was not confined to developing
countries. The final bindings for the year 2000 in the EU is more than 60 %
higher than the tariff equivalents of 1989-1993 protection levels and the US
levels are bound at even a higher rate of more than 70% over the same period.*
The calculation of the decrease in applied tariffs is also open to manipulation.
Since it is the average rate that is bound, governments make bigger cuts in less
important products while maintaining high levels in products that are politically

important and still reduce the average tariff duty.

3.1b Non-Ad Valorem Tariffs

Another problem in tariffication is the use of complex and non-comparable
measurement terms. Tariffs can be categorized into two basic types: ad
valorem and non-ad valorem.*° Ad valorem tariffs are defined in terms of a
fixed percentage of the value of the imported items. Non-ad valorem tariffs
(specific rate tariffs), on the other hand, are levied at a specific rate per physical
unit of the particular item, in technical terms, e.g. according to the contents, or
according to quotas. For example, an ad valorem tariff sets the tariff rate for
wheat flour as 10% regardless of the quantity and specification of the product,
but a non-ad valorem tariff sets the level as 10 cents per unit plus 4%, if the unit
price is less than 1 dollar and 14% if the unit price is higher than 1 dollar. The
non-ad valorem tariff can be complicated further by adding the condition that the

% Anderson, Kym, Hoekman B and Strutt A (1999) Agriculture and the WTO: Next Steps.

Paper (revised version) presented at the Second Annual Conference on Global Economic
Analysis, Avernaes Conference Centre, Helnaes Denmark, 20-22 June 1999.

“°OECD (2001) Agricultural policies in OECD countries: Monitoring and Evaluation, Rome, p. 263
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product should be in packages not exceeding 2 kilograms. As this example
illustrates, non-ad valorems have no mathematical comparability unless they are
converted into their ad valorem equivalents (AVEs). Yet, conversion is a highly
complicated process and AVEs are “simply not available, in particular for high
value processed agricultural products that account for more than half of world
trade in agricultural products™’.

Therefore, non-ad valorems are opaque and do not lend themselves to
scrutiny, since it is extremely difficult to determine whether those countries that
use non-ad valorems comply with their reduction commitments or not. Although
only 25 countries employ non-ad valorems, a small proportion of the WTO
members, these countries are predominantly developed (including the Quad)
and they constitute the major import markets. Approximately 20% to 50% of the
EU, US and Canadian tariffs and less than 20% of Japanese tariffs are in non-ad
valorems terms. This shortcoming depicts the failure of the WTO to function as
an institution that increases information exchange among members and make
cheating less likely.

An examination of the US tariff lines between 1997 and 2001 reveals how
non-ad valorems can be used as an escape mechanism from the URAA
commitments*?. The overall average tariff rates are decreasing during this
period, but AVEs of the specific tariff rates show a marked increase of 36% in
1998. The average of the specific tariff rates falls back in 1999. However, this
short-term deviation demonstrates that if desired, non-ad valorems can easily be
an important protectionist instrument since they are not transparent and cannot
be bound. The WTO Trade Review on Japan for 2000, expresses similar
concems. Although Japan is complying with most of the tariff rate bindings, it
protects its domestic market from foreign competition effectively by tariff rates
veiled under non-ad valorem duties. The report states that the AVEs of these
tariff rates are very high. More strikingly, in one third of the lines with non-ad

valorem duties, there is no information since there are zero imports in these

* WTO (2001) Market Access: Unfinished Business. Available at www.wto.org
“2 www.amad.org brings together tariff data from over 50 countries. The data are complied from
different organizations such as the WTO, FAO and OECD and given in raw form. The information
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products as a result of the extremely high levels of protection, This is a most
telling example of how non-ad valorem duties can serve as import bans while
declining applied tariff rates create an illusion of liberalization. The report states
that in Japan “Available AVE estimates show that 90 of the top 100 tariffs
entailed non-ad valorem duties whose ad valorem equivalents (AVEs) ranged
from 40.1% to 983.7%.”

3.1c Import Tariff Rate Quotas

Import tariff rate quotas (TRQs) are another type of opaque tariffication
system. An import quota sets a quantity ceiling and applies different levels of
tariff rates for the product quantities within the quota limit and those exceeding
the limit. In general, in-quota-rates (tariff rates applied to imports within the
guota limit) are significantly lower than the out-of-quota rates (tariff rates
applied to imports exceeding the quota limit). Where TRQs are applied, quota
rents accrue and the allocation of these rents is a political decision affected by
the choice of quota administration system.** Quotas can be distributed to
specific countries according to historical allocation rule, or they can be based on
first come, first served, licensing on demand, license distribution by state trading
enterprises according to commodity and auctioning principles. Although some
administration methods are considered to be more trade distorting than others,
the net impact of the method on free trade is not measurable.

Historical allocation method undermines the alterations in the
competitiveness of the supply sources by erecting entries to barriers to new
comers. Under the WTO, some tariff quotas were set up to ensure the
preservation of the present access opportunities where tariffication could lead to
their deterioration and to create access opportunities where there were none

during the base period. However, under fair and free market conditions,

regarding the USA is taken from this raw data and calculated by the author and it may be different
from calculations made by the respective governments and organizations.
“'WTO Trade Review on Japan for 2000 available at www.wto.org

“ WTO (2001) Market Access: Unfinished Business. Available at www.wlo.org
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preservation of the present access opportunities may not be possible or
preferable. The countries to which quotas have been allocated may lose
competitiveriess over time, while the others gain a comparative advantage.
Since new exporters will face out-of-quota tariff rates, they will not be able to
gain a share in the market in question, but if there are no significant variations on
the supply side, this method will not be as trade distorting. The first come, first
served principle has high transaction costs. It benefits geographically closer
trading partners, or those that have more advantageous seasonal cycles, over
more competitive countries. To by-pass this obstacle, exporters can choose to
concentrate their sales in the earlier months of the year, but this is not feasible in
agriculture since many goods are perishable and storage costs are high.
Licensing on demand is a method that fosters cheating. Quotas are distributed
according to the share of the demands of exporters. Each exporter has an
incentive to inflate its actual demand to get a larger share of the quotas, and this
may lead to an inefficient distribution. If the state enterprises are distributing the
quotas, there is ample space for corruption and rent-seeking behavior.
Auctioning does not distort trade in principle since quotas are allocated to the
most efficient exporters; yet again there might be non-transparent practices and
determining efficiency may not be possible or may have high costs.

As far as the liberal trade argument goes, by limiting access to markets,
all TRQ combinations distort free trade to some extent and bring welfare
burdens to both exporting and importing countries. Exporting countries are
affected directly because their trading ability is constrained and consumers in
importing countries suffer indirect welfare losses because regardless of the TRQ
allocation method, they will always be paying for the inefficiencies and will be
offered less variety of more expensive and possibly lower quality products®.

There are 37 members that employ tariff-quotas, including the Quad
countries. The average number of product categories per each of these
members is 38. EU and the US have quotas in 87 and 54 agricultural product

s Herrmann, Roland; Kramb, Marc; Monnich, Christina (2001) Tariff Rate Quotas and the
Economic Impact of the Agricultural Trade Liberalization in the World Trade Organization”,
International Advances in Economic Research, 7:1.

28



categories respectively, both well above the mean. There is a downward trend
from 66% t(; 62% in the already low simple average fill rates of tariff quotas in
the years from 1995 through 1998, although agricultural trade did not decline
during the same period. *® This may imply either that the demand in the related
markets is decreasing, or that the tariff-quota administration methods employed
impede access to markets increasingly more. As the WTO does not provide an
empirical study about the correlation between neither of these factors and fill

rates, it is not possible to make a comprehensive analysis.
3.1d Special Emergency Actions

A WTO provision allows member states take special emergency actions
(Special Safeguards) to protect their agriculture from drastic price decreases or
upsurges in imports. Safeguards can only be applied by the countries that have
explicitly reserved their right to do so and only to those products that have been
designated in the schedule of the country concerned, but they cannot be used
for in-quota rates. The country resorting to this clause does not have to show
that imports caused any injury to its market. The pattern of the implementation
of safeguards by member states reflects how the use of mechanisms can be
monopolized by the Quad countries. Although 38 WTO members reserved their
right to use the special safeguard clause, from 1995 through 1998 only 8 of them
evoked it. For the most part the US, EU and Japan monopolized the use of the
clause. The US single-handedly accounted for 72% of the price-based actions,
while EU and Japan accounted for 93% of the volume-based actions. Together
the three accounted for the 93% of all the special safeguard actions.*’ )

Liberal economic theory dictates that high dispersion of tariffs increases
the cost of tariff protection on economic welfare of the protected country and the
world. Yet, the tariff rates across agricultural product groups vary considerably.
In a WTO study, the standard deviation of tariff rates across different product

categories are calculated for agricultural and industrial goods in 28 countries.

" WTO (2001) Market Access: Unfinished Business, p54. Available at www.wto.org
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While the mean of the standard deviations in agricultural tariff rates is 36.66, it is
only 9.57 in industrial goods. Also, the standard deviation of the standard
deviations of individual country tariff lines in agriculture is 36.57, whereas the
same calculation in industrial goods gives a much lower figure of 8.38. These
numbers display the high variance in agricultural tariff lines both in and among
countries, signifying the persistence of inconsistency and lack of harmonization
in agricultural tariffs compared to industrial tariffs*®. Escalating tariff lines is one
of the main reasons for this high degree of dispersion. Escalation in tariffs is an
explicit barrier facing developing countries that the WTO does not deal with. One
of the key .ingredients of agricultural-export-led development for developing
countries is adding value to basic agricultural commodities by processing them
before exporting. In some -and mostly politically important- products, the tariffs
for product groups rise with stage of processing. This means effectively killing

the opportunity of developing countries to expand their processing industries.

3.2 SUBSIDIES

Subsidies distort international trade in two ways. Domestic subsidies paid
to support the production and purchasing of a good (domestic support), an
agricultural product in this case, creates an incentive for the producers to
produce more than they would under free market conditions, creating excess
supply. The government then pays export subsidies, this time to maintain a low
price for selling the produce in the world market. Consequently, the richer states
can subsidize their products more and gain an advantage stemming not from
efficiency in production, but from state intervention. On the other hand, poorer
agriculture-producing countries, for which agricultural exports play a central role,
cannot compete with these subsidized products and face a severe disadvantage

against their developed competitors.
The share of government budget spent on agriculture is so immense in

some developed countries (such as the EU) that it almost equals the share of

“7 calculated from the data in WTO (2001) Market Access: Unfinished Business. Available at
www.wlo.org. See Appendix Table 8
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expenditures on education. The money that the Japanese government spends
on agriculture exceeds the contribution of the sector to the GDP. Dumping is
severely restricted in industrial goods. Even though export subsidies are the
agricultural equivalent of dumping, the only restriction against subsidization in
the GATT was a clause stating that such subsidies should not cause the
subsidizing country to attain “a more than an inequitable share” of world trade*®,
an ambiguous phrase at best that did not have any concrete effects. URAA
aimed to limit and incrementally decrease domestic support and export
subsides. The post-URAA figures show that the WTO, too, falls short of
achieving this objective so far.

3.2a Domestic Subsidies

The WTO classifies domestic support measures provided to agricultural
sector into two categories: measures that cause excessive trade-distortion
(amber box measures), and measures that do not have a direct effect on trade
(green box measures), an analogy to traffic lights. While green box measures
are tolerated under the current WTO rules, members commit to decrease their
amber box measures. Trade distorting domestic support granted by
governments distorts international trade by cutting product prices below
competitive levels, encouraging over-production and creating artificially low price
equilibria. WTO members calculated how much trade-distorting domestic
support they granted, taking 1986-1988 as the reference period. This was called

Aggregate measurement of Support (AMS)® and all governments providing

* 1bid
9 Hoekman, Bernard M. and Michael M. Kostecki (1995) The Political Economy of the World
Trading System: From GATT to WTO, Oxford: Oxford University Press, p. 200.

50 “Aggregate Measurement of Support, AMS: The indicator on which the domestic support
discipline for the Uruguay Round Agreement on Agriculture is based. It is determined by
calculating a market price support estimate for each commodity receiving such support, plus non-
exempt direct payments or any other subsidy not exempted from reduction commitments, less
specific agricultural levies or fees paid by producers. The most important difference is that price
gaps in the AMS calculation are estimated by reference to domestic administered prices and not
to actual producer prices, and that external reference prices are fixed at the average levels of the
1986-1988 base period.” OECD (2001) Agricultural policies in OECD countries: Monitoring and
Evaluation, Rome p.263.
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AMS made commitments to decrease them. Developed countries committed to
make a 20% reduction in total AMS from 1995 to 2001 and developing countries
committed to make a 13% reduction until 2005°".

The WTO étatistics show that during the first year of the implementation
period (1995), the average ratio of the notified AMS levels to the committed AMS
levels is approximately 50%.%2 This figure indicates that either the WTO
members cut their AMS spending by half in one year, or they resorted to ‘dirty
measurement’ in AMS, much after the fashion of tariff levels and over-calculated
the base AMS levels. Since the notified levels of government levels are well
below the commitment levels due to this over-calculation, governments have a
free reign to maintain or even increase their actual AMS levels between 1995
and 1998. Indeed, notified AMS levels fluctuate over years in response to the
market situation and does not show a consistent downward trend (Table A3).

URAA aims to increase the proportion of green box measures in domestic
support. As the WTO figures for the AMS and green box measures are
incomplete and cover only the period after 1995, this study uses the OECD data
to demonstrate the annual changes in the proportion of the green box measures
to the AMS. Total Support Estimate (TSE) is a measure similar to the AMS.>®

The General Services Support Estimate (GSSE) calculated by the
OECD is a similar concept to the green box measures.>

st

WWW. WI0.0rg8
52 Ibid )
*' TSE is “An indicator of the annual monetary value of all gross transfers from taxpayers and
consumers arising from policy measuras which support agriculture, net of the associated
budgetary receipts, regardless of their objectives and impact on tarm production and income, or
consumption of farm products. The TSE is the sum of the explicit and implicit gross transfers from
consumers of agricultural commodities to agricultural producers net of producer financial
contributions (in MPS and CSE); the gross transfers from taxpayers to agricultural producers (in
PSE); the gross transfers from taxpayers to general services provided to agriculture (GSSE); and
the gross transfers from taxpayers to consumers of agricultural commodities (in CSE). As the
transfers from consumers to producers are included in the MPS, the TSE is also the sum of the
PSE, the GSSE, and the transfers from taxpayers to consumers (in CSE). The TSE measures the
overall transfers associated with agricultural support, financed by consumers (transfers from
consumers) and taxpayers (transfers from taxpayers) net of import receipts (budget revenues).
The percentage TSE is the ratio of the TSE to the GDP. The nomenclature and definitions of this
indicator replaced the former Total Transfers as from 1999.” OECD (2001) Agricultural policies in
OECD countries: Monitoring and Evaluation, Rome, p.274
5 GSSE is, “An indicator of the annual monetary value of gross transfers to services provided
collectively to agriculture and arising from policy measures which support agriculture, regardless
of their nature, objectives and impacts on farm production, income, or consumption of farm
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As the Figure 1 illustrates, GSSE share of the TSE decreased since 1995
in Japan, USA and Canada. In the EU, which has the lowest level of GSSE
share in the TSE, this level fluctuated and has been increasing slightly since
1998. Overall, the evidence suggests that the proportion of green box measures
to the AMS are not increasing in the Quad countries contrary to the WTO
commitments and expectations. This means that share of trade distorting
support in the overall support is increasing in the four most influential members
of the WTO.

GRAPH 3.1 % of GSSE in TSE
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3.2b Export Subsidies

In the Uruguay Round, members also committed to decrease their export

subsidies. Developed members have to reduce the money spent on export

products. It includes taxpayer transfers to: improve agricultural production (research and
development); agricultural training and education (agricultural schools); control of quality and
safety of food, agricultural inputs, and the environment (inspection services); improving off-farm
collective infrastructures, including downstream and upstream industry (infrastructures); assist
marketing and promotion (marketing and promotion); meet the costs of depreciation and disposal
of public storage of agricultural products (public stockholding); and other general services that
cannot be disagreggated and allocated to the above categories due, for example, to a lack of
information (miscellaneous). Unlike the PSE and CSE transfers, these transfers are not received
by producers or consumers individually and do not affect farm receipts (revenue) or consumption
expenditure by their amount, although they may affect production and consumption of agricultural
commodities. The percentage GSSE is the ratio of the GSSE to the Total Support Estimate.” ibid
p.274
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subsidies by 36% over six years (24% over ten years for developing countries)
and the quantity of subsidized exports by 21% over six years (14% over ten
years for developing countries).”® An examination of the committed levels and
notified subsidized export levels for the years between 1995 and 1998 reveals
that the former is significantly higher than the latter in many countries indicating
that the bindings on export subsidies do not reflect real numbers as in the case
of tariff and domestic support levels. Table 3.2 shows also that there is almost
an inverse relationship between committed and applied subsidy levels in
exports. As committed levels are decreasing, actual export subsidy levels are
increasing. Simply put, although WTO members agreed on decreasing export
subsidies, they are increasing them. Export subsidies have vastly distorting
impacts on agriculture.

Graph 3.2 Agricultural Export Subsidies
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The URAA was expected to accelerate the growth levels of agricultural
trade that had been below the levels in other sectors, but after a tremendous

S FAO (2000) Muiltilateral Trade Negotiations on Agriculture: A Resource Manual, p.101.
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expansion in 1995 and 1996, the value of agricultural trade started to decline
(Table 3.1)."Most of the literature on international agricultural trade focuses on
this decline. However, if we look at the changes in the unit increase, we see that
the volume traded increased from 1995 to 2000 (Table 3.1 and Graph 3.3). The
case of the EU is especially striking. While the price weighted volume of its
exports increased 17% from 1996 to 1999, the value of its exports declined by
5% in the same period. This inverse relationship implies that the EU is exporting
an increasing amount of agricultural products at decreasing prices. This can be
caused by a declining domestic demand in the EU, but it is more probable that
the EU has been increasing its domestic and export subsidies. Since the EU
alone constituted 41.2 percent of all the world exports in agriculture in the year
2000%, it has the capacity to alter the market equilibrium and artificially pull the
world prices down.

TABLE 3.1a

Annual % Change in the World Agricultural Trade (measured in monetary
value) (Source: WTO (2001) International Trade Statistics)

1980-85 | 1985-90 | 1990-95 | 1996 | 1997 | 1998 | 1999 | 2000
Annual -2 9 3 5.5 -1 -5 -3 2
%change
TABLE 3.1b

Annual % Change in the World Agricultural Trade in Export Units

(Source: measured from data in WTO (2001) International Trade Statistics)

1985|1986 1987|1988 {1989 |1990]/1991]1992|1993|1994|1995|1996|1997|1998|1999
EU 0 4% [-4% |-5% |10% [7% |11%|2% [-8% |12% |-6% [6% [9% [2% {5%
Canada|0 10% {21% |-11%}-23%|28% [19% {-2% |-8% [17% |-8% |3% |6% |2% |-4%
USA |0 -10%(21% [12% |4% -9% {-1% |7% |[-3% |-5% |25% |-7% |-7% 1-2% |8%
0 18% |12% |-6% |2% [2% [0% [-3% |5% |-5% |5% [|-9% [10% {60% {-19%

Japan
w
Orid [0 1% [6% |2% |4% [0% (3% |5% [-3% [6% |3% 2% [2% |3% |4%

S WTO (2001) Annual Report Geneva
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GRAPH 3.3 World Export Unit Increase

WORLD EXPORT UNIT INCREASE

Increasing support in the developed countries can also explain "why,

agricultural commodity prices have fallen to record-low levels (Table 3.3) since

the signing of the URAA in 1995 contrary to the wide-spread anticipation of a

drastic increase in prices. A possible increase concerned mostly the net food

importing countries that preferred the artificially low, subsidized prices to higher

prices determined by market forces and were hesitant to support liberalization

efforts.

TABLE 3.2

Price Change in Products (Source: compiled from WTO Annual Report 2000)

1991|1992 {1993 {1994 |1995 |1996 {1997 |1998 {1999
Price change in agricultural
products 195 {197 [214 (240 |253 |255 [242 ]205 {191
% increase 1% (9% [12% (5% [1% [-5% |-15% |-7%
4 year-period % increase 91-95 |30% 95-99 |-25%
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If international agricultural trade was indeed liberalizing and subsidies
were decreasing, the decrease in the prices would be puzzling. Proponents of
liberalization have even used this decrease to support their case that
liberalization will not lead to higher prices in agricultural commodities. However,
this is hardly the case. The annual fluctuations in the TSE average in the QUAD
countries are very strongly and negatively correlated with the annual fluctuations
in the world agricultural prices in the period between 1995 and 2000 (Pearson’s r
correlation c;oefﬁcient is -0.72831). The scatter plot in Graph 3.4 demonstrates

this negative relationship clearly. As the prices fall, protection rises.

GRAPH 3.4 TSE vs. Agricultural Product Price Levels Scatter Plot

Data compiled from www.SourceOECD.org
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This high correlation indicates how heavily protected the Quad agricultural
markets remain, despite all the talk about liberalization. The Quad governments

respond to price declines in the world market by increasing their support to
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agriculture in the same year and when the prices increase again, their
expenditure on agriculture decreases. Therefore, the decreases in the support in
some years are likely to reflect favorable price conditions rather than secular
trends.

Other OECD measures show similar results of increasing or fluctuating

support (Graphs 3.5. a-d).

GRAPH 3.5a QUAD Producer NPC
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Producer Nominal Protection Coefficient (NPCp) is “an indicator of the
nominal rate of protection for producers measuring the ratio between the average
price received by producers (at farm gate), including payments per tonne of
current output, and the border price (measured at farm gate level).”” When
producers are not protected at all, the NPCp equals 1. An NPCp level of 2 shows
that the domestic producer prices are twice as high as the unsubsidized world
market price. The above table shows that there has not been a steady decrease
in the NPCp levels in the QUAD countries after URAA (1995). Defiantly, there
seems to be a decline from late 1980s until 1995, and an increase from 1995 to

7 OECD (2001) Agricultural policies in OECD countries: Monitoring and Evaluation, Rome, p.272.
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2000 in EU, US and Canada, and Japan’s NPCp levels fluctuate widely. If there
is any trend in NPCp levels after the URAA, it is one of an increase.

GRAPH 3.5.b Quad Producer NAC

Producer Nominal Assistance Coefficient (NACp) is “An indicator of the

nominal rate-of assistance to producers measuring the ratio betw
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GRAPH 3.5.c Consumer NPC

Consumer Nominal Protection Coefficient (NPCc) is an indicator of the
nominal rate of protection for consumers measuring the ratio between the
average price paid by consumers (at farm gate) and the border price (measured
at farm gate level).® Graph 3.5.c illustrates that NPCc levels in the QUAD
countries are also fluctuating or stagnating. The period before 1995 shows a

more stable trend of decline in NPCc levels than the period after it.
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GRAPH 3.5.d Consumer NAC

Consumer Nominal Assistance Coefficient (NACc) is “an indicator of the
nominal rate of assistance to consumers measuring the ratio between the value
of consumption expenditure on agricultural commodities domestically produced
including support to producers and that valued at world market prices without
support to consumers.”® According to Graph 3.5.d NACc levels have not
decreased in the second half of the decade, either.

3.3 Summary

This chapter demonstrates that agricultural liberalization efforts under the
WTO regime since URAA have failed. As reviewed in the first chapter, according
to Neoliberal arguments, WTO is expected to decrease cheating by increasing
flow of information and effectively imposing punishments to defectors. However,
the WTO could not effectively increase transparency and information exchange.
Due to coqtinuing opaque methods of protection, such as AVEs, flow of
information cannot increase. Domestic and export subsidies are not decreasing
but fluctuating in response to the fluctuations in the price levels. The basic

measures of agricultural protection used by the OECD imply that the period after

% ibid p.266
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the URAA is at least as highly protected as the period prior to it. Defectors are
not subject to significant punishments. More than a regime of cooperation, WTO
agricultural regime is one of non-compliance, in other words, it is a dead-letter
regime.

Neoliberal Institutionalism and Neoliberal Economics are unable to explain
this failure because liberalization is highly likely to increase welfare in most
countries including the Quad by decreasing the economic burden of subsidizing
agriculture. If the only obstacle in the way of liberalization was the Prisoner’s
Dilemma, the WTO should have solved the problem. Therefore, there is more
than a Prisoner’'s Dilemma problem in agricultural trade. In the next chapters,
alternative explanations and whether Neorealism can address these barriers to

cooperation in the agricultural sector will be explored.

Dibid p.266
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CHAPTER 4

WHY AGRICULTURAL LIBERALIZATION FAILED: A NEOREALIST
FRAMING

Net agricultural exporters of the developing world had high expectations
about agrictjltural trade, which would fuel their development. However, as the
graphs and numbers above indicate these expectations went unfulfilled. The
basic stated principle of the WTO is improving free trade because it is beneficial
for all countries that participate. This ideology is based on the laissez faire
economics of Adam Smith and ‘comparative advantage’ concept of Ricardo.
Agriculture is probably the sector that the principle of comparative advantage
best applies to. While in other sectors, comparative advantage can shift over
time to different countries or regions, comparative advantage in agriculture is
rather permanent. Siberia can never become a major producer of bananas and
coffee and Sub-Saharan Africa is not the ideal location for growing rice. Yet
despite the apparent benefits from liberalization and the plain violation of basic
WTO principles and norms, agriculture maintains its irregular status as a highly
protected and controlled sector in world trade. This distortion denies many
nations the opportunity to enjoy comparative advantages in goods that they
would if agricultural trade adhered to strictly free market principles. It is easier to
explain the continuing protection in sectors such as the textiles or steel, where
the most influential members of the WTO are least competitive and liberalization

has economic costs far the rich countries. However, the costs of protection in
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agricultural sector are higher than the costs that could incur from liberalization
for the developed countries. “Recent data from the OECD, shows that total
transfers to agriculture in these countries amounted to US$327 billion in 2000,
compared with US$298 billion in 1986-88, and exceeded the value of world trade
in agricultural products.”®’

Moreover, the cost of agricultural protectionism by the US, Japan and the
EU to the developing world is even higher, amounting to almost half of the total
international aid to the deVeIoping world.%® Calculations using the Global Trade
Analysis Project shows that the percentage contribution from removing
distortions in agricultural protectionism to the developing world after the Uruguay
Round can reach 44% in 2005.%° The gains from liberalization is even more than
the textiles sector. The contribution to the developing world is expected to be
21% even from the liberalization in the textiles sector. Economically, developed
countries are also beneficiaries of liberalization in agriculture. They are expected
to gain 29% from the removal of agricultural barriers.®* Thus, liberalization
seems to be a win-win situation for both the devéloped and the developing
world, yet despite the economic advantages, agricultural production and trade
are markedly resistant to liberalization.

4.1 ECONOMIC SOURCES OF PROTECTIONISM: The Richer, The More
Protective

How can the continuing protectionism be explained? One explanation for
the high subsidies in rich countries is purely economic:

“Kym Anderson (1993a) argues that this can be explained as follows. In a
poor country, food accounts for a large share of total household consumption,
whereas in rich countries food accounts for only a small share of expenditure.

Moreover, agriculture is the main source of employment in a poor country, while

61 http://www.fao.org/trade/docs/ur.htm

%2 HOEKMAN, Bernard M. and Michael M. Kostecki (1995) The Political Economy of the World
Trading System: From GATT to WTO, Oxford: Oxford University Press, p.198.

% made by Anderson, Hoekman and Strutt (1999)

¢ (Biswanger and Lutz, 2000:6)
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it typically accounts for less than 5 per cent of the labour force in a rich one. In
poor countries, agriculture is much less capital-intensive than in rich ones.”®
These facts indicate that if poorer nations support agriculture, this will
increase food prices, which in turn will lead to an increase in labor wages and
services, but laborers will not be able to enjoy the increase in their wages due to
a parallel increase in the food prices. Yet, the industrial sector will suffer since
their profits fall down as wages rise. Therefore, poor countries should not have
any economic incentive to support their agriculture. On the other hand,
subsidization in a rich economy does not have significant impacts on wages,
services or industry since the sector is small. Another factor for the persistence
of agricultural support is purely political. While the benefits from support are
tangible, the costs are diffused to the whole population. Therefore, decreasing
subsidization has high political costs, since the producers will lobby against
liberalization, while there are no organized interests to oppose agricultural
subsidies.®® That is, even when they allocate a smalil proportion of their income,

ticher countries provide huge amounts of support in comparison to poorer ones.
4.2 NON-ECONOMIC CONCERNS: MULTIFUNCTIONALITY

The argument adopted by the WTO is the multifunctionality of the
agricuitural sector that refers mainly to non-economic concerns. Those countries
that make an exception to agriculture base their arguments on the
multifunctionality of agriculture, which necessitates supporting this sector,
despite its trade distorting effects. Multifunctionality means that agriculture has
many non-economic functions for society and the benefits derived from these
functions can override economic concerns. These functions are classified into
three main categories by the WTO.

1. Every government wants to secure that “enough food is produced to meet

the country’s need.”®’

%Hoekman, Bernard M. and Michael M. Kostecki (1995) The Political Economy of the World
Trading System: From GATT to WTO, Oxford: Oxford University Press.p.199

066 /b’d

% WTO (1999) Trading Into The Future Geneva
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2. Governments want to guard farmers against the price fluctuations and
undesired climatic conditions.

3. Industrial societies want to protect their rural population, which they
believe is the backbone of tradition and is indispensable for the continuity
of their genuine local culture that is mostly disintegrated in the
industrialized urban centers.®®

Therefore, the multifunctionality proponents argue, agriculture, unlike other
sectors, has a pivotal role in any country for the preservation of its culture and
the trading system should allow for an exceptional status for agriculture.®

Multi-functionality is not a novel concept for economists. It refers to the
positive externalities of the agricultural sector. An externality is the economic or
non-economic side-product of an activity that is distributed to the general public
and not to the producer. Every economic activity has externalities.
Environmental pollution is a dramatic example of a negative externality. When a
factory pollutes the air, the costs are spread out to the whole globe. Market
failure occurs when negative externalities cannot be prevented by the market
dynamics in a laissez faire economy. The most common solution to this type of
problem is government intervention to the market and internalization of the costs
to the producer. Internalization of costs means that the costs are paid by the
producer of the externality. Environmental laws that require filtering pollution and
cleaning by the factory are an example of the internalization by government
intervention.

However, not all externalities are negative. Kym Anderson” argues that
agriculture is a case in point for a sector that produces positive externalities, of
which many are listed under the multifunctionality argument. However,
portraying agriculture as a unique sector that has indispensable positive
externalities is open to debate. There is no question as to whether agriculture
generates collective goods, but since many other sectors also create non-

economic collective goods, there are certain criteria that the agricultural sector

% Ibid
8 1bid

® Anderson, Kym (2000) “Agriculture’s ‘Multifunctionality’ and the WTO", Australian Journal
of Agricultural and Resource Economics, 44:3.
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should meet in order to be defined as a unique sector that requires an irregular
status:

1. Agriculture should produce more positive externalities than other sectors.

CPE (Agriculture) > CPE (Other Sectors)”’

Otherwise, other sectors have positive externalities as high as agriculture and
therefore they are also entitled to special protection.

2. The positive externalities agriculture creates should negate the current welfare
losses from protectionism.y

CPE (Agriculture) + CNE (Protectionism) > 0

if not, then protectionism creates higher negative externalities than positive
externalities and therefore it is more beneficial to liberalize.

3. Positive externalities should also surpass the expected benefits from trade
liberalization.

CPE (Agricuiture) > EB (Liberalization)

If the expected benefits are higher than the current positive externalities of
protection, then it is more profitable to liberalize.

If these conditions are not fuffilled, there are no grounds to argue that
agriculture is more special than other sectors. These conditions will change from
country to country. As in every other sector, there will be countries that are
harmed by liberalization in agricultural trade and there will be others that benefit
from it. Therefore, the overall global effects should take precedence over the
interests of individual countries. The question is whether agriculture fulfills these
conditions on a global scale. In other words, do the benefits of protectionism in
international agricultural trade surpass the benefits of liberalization and do so
more than other sectors?

Proponents of the muitifunctionality argument present their case as a truism
without providing information on the net economic and non-economic effects of
agricultural protection and how these effects are allocated. However, these
functions enlisted by protectionist countries are controversial. Protectionists, e.g.

Japan, foresee that there will be a global food scarcity in the following decades

" Current Positive Externalities is denoted by CPE, Current Negative Externalities is represented
by CNE and Expected Benefits is symbolized by EB.
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as a result of the fast growing population in the developing countries and global
environmental problems. Therefore, the contemporary agricuitural exporters will
decrease their proportion of agricultural exports in order to supply adequate food
for their own populations’. Even some of the current net agricultural exporting
countries (such as the US) are expected to become net importers. Added to the
population pressure is the concern for environmental problems. The possible
effects of global warming on agriculture are not fully clear and protectionist
countries contend that environmental problems will also augment future food
scarcity problems.

The advocates of free trade in agriculture counter the multi-functionality
argument by asserting that open world markets for agricultural products will -
contrary to the protectionist line of reasoning- increase national food security by
diversifying the food sources and guaranteeing more stability and efficiency in
production and allocation. In case of a drought or war in one part of the globe,
importers can turn to other suppliers and ensure a steady flow of agricultural
goods. Opponents of protectionism also claim that agricultural subsidies
encourage énvironmentally harmful practices and excess production that would
otherwise be too expensive’®.

Multifunctionality argument is viewed as an excuse for protectionism by
agricultural net exporters. The common opinion is that domestic political
pressure is the main force behind the enduring protectionist policies in
developed countries. However, the multifunctionality argument has more merit
than being a fagade. Of the three functions listed by the WTQ, the first one
(securing enough food for the population) is directly or indirectly perceived as a
national security issue by governments. Non-economic concerns take

precedence over economic factors in agriculture. In the fifth chapter, this security
function of agriculture will be discussed.

7
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CHAPTER 5

INTERNATIONAL SOURCES OF PROTECTIONISM: The Security Dimension
and Relative Gains Concerns

5.1 War and Agriculture

All the economic and non-economic reasons analyzed have their part in
blocking agricultural liberalization. Yet, | argue that, the security function of
agriculture is a significant factor and the international source of protectionism.
Since security brings agriculture, albeit indirectly to the domain of high politics, it
results in the framing of agricultural policy decisions in a Realist perspective.
Aithough Neoliberalism can explain the functioning of the WTO and other
international regimes and institutions in general, Neorealism serves as a better
instrument to comprehend the dynamics of the agricultural trade regime because
of its special nature. The principles and norms of the WTQO are disregarded in
the case of the agricultural sector, rules are not followed and decision-making
procedures are ineffective. The WTO agricultural trade regime lacks the vital
elements of a regime as defined by Neoliberal Institutionalism. The Neoliberal
impediment to cooperation, that is, the fear of being cheated by the trading
partners, is not the main reason for defection from compliance. However, it is not
the Neorealist relative gain considerations that impede cooperation, either.

My main contention is that countries that cooperate for liberalization in

other sectors cannot cooperate for agricultural liberalization in international trade
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because agriculture is more similar to security areas as a ‘good’ than other
economic sectors. Guns and butter both have immediate survival value in the
self-help world of Realism and state strategies in these areas are governed more
by survival concerns than in other areas. States do not prefer to be dependent
on other countries’ food resources any more than they want to be dependent on
other countries’ armies for defense. Therefore, liberalization in agriculture is
likely to encounter resistance because interdependence in the agricultural sector
is viewed as dependence on other countries for survival. The decline of
agricultural autonomy is highly undesirable for a state even when it has
economic benefits.

When designing their agricultural policies, governments are likely to
pursue policies that would not make them more dependent on food imports. In
international‘ agricultural trade, dependency on the resources of other states is
not desirable even when there is no possibility of conflict. States want to guard
themselves against possible fluctuations in the food sources, and do not wish to
be at the mercy of their trading partners. Yet, a liberal global market implies a
decrease in self-sufficiency for countries that are not naturally competitive.
Basically, states, like their citizens, can survive when trade in TVs, cars, or even
energy resources halts. Yet, a country dependent on food imports will suffer
immeasurably if trade stops.

Interdependence in other sectors may be desirable since it does not
threaten survival, but ‘self-sufficiency’ is the motto in agriculture for many states,
even when it causes a loss in welfare. The most poignant example is Japan. The
Japanese government has started a program that would increase the level of
self-sufficiency from the 1998 level of 40% to 45% until 20107, aithough this
objective is in direct conflict with its liberalization commitments under the WTO
and does not make any economic sense.

Critics of protectionism argue that states can avoid dependence by
diversifying their sources. They also argue that decreasing consumption during a

war or at periods of food scarcity can be a more efficient and cheaper solution

" WTO Trade Review on Japan, 2000 available at www.wto.org Also, see www.maff.go.jp for a
detailed discussion of Japanese agricultural stance and policy.
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than spending enormous amounts on an uncompetitive sector forever just in
case there is a war or world wide famine. However, in the case of agriculture the
current policies defy every liberal economic principle.

Even for countries that generally defend liberal ideology, Realist concerns
for survival and autonomy become the frame for devising policies in agriculture.
More than any other reason, this is why agriculture is protected even by the
proponents of liberalization such as the US and Canada and it is not surprising
that the sector is most eagerly protected by the two regions, the EU and Japan
that both witnessed the devastating effects of war only half a decade ago. The
memories live on to this day. Switzerland is a showcase for the impact of war
concerns on official agricultural policy. "After World War Il, the fear of another
war drove Switzerland to focus on achieving self-sufficiency in food

production,"”®

and Switzerland made this policy official by passing a law making
self-sufficiency a national goal (this law was abolished in 1992). Switzerland is
probably the country that is least likely to get involved in a war or even an
international conflict in the world. Also its economy is highly dependent on
foreign trade and in non-agricultural sectors, Switzerland is one of the most
liberal and least protective countries in the WTO. Yet, like Japan, Switzerland
regards self-sufficiency in food a national priority. The level of protection in these
two countries is visibly high. This could be a result of their concern for self-
sufficiency. If low self-sufficiency increases such concerns and in turn fosters
protectionism, then self-sufficiency level of a country should be an important
determinant in its protection levels in agricultural sector. In the next section,
whether such a relationship exists will be tested.

5.2 FINDINGS

| argue that agricultural liberalization fails because of security concerns.
Therefore self-sufficiency in food supply should be an important variable in

explaining the variance in agricultural protection for a food staple in a given
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country. When a country is self-sufficient in food production, it can be truly
secure in case of a war and it can maintain its independence. Therefore, |
hypothesize that the lower the self sufficiency level is, the higher the protection
level will be. The dependent variable is the protection level. | measure
protection as a combination of the NACc, NPCc, NACp, NPCp and MSE levels
in 2000.7® These measures are first standardized and then added up to reach a
protection level index. The main independent variable is the level of food self-
sufficiency in 1999.

Self-sufficiency is measured at two levels: self sufficiency in the product
concerned and overall self-sufficiency of the country. Overall self-sufficiency is
measured as the ratio of domestic production to domestic supply and product
weighted by the calorie percentage of the products. As a control variable,

GNP/capita level”’

in 1999 is added. As discussed previously, the higher the
GNP/capita level, the higher the protection level is expected to be. Other control
variables are the importance of the staple in the national diet (measured as a
percentage calorie of the staple in the total national calorie consumption), and
the ratio of the agricultural population to the total population in the country. The
higher the importance of the staple and the ratio of the agricultural population,
the higher the level of protection is expected to be. A linear regression method is
applied. Since the relationships between the dependent and independent
variables are not linear, the dependent variable as well as the sufficiency and
GNP/capita variables are transformed by logarithmic transformation. The scatter
plots below show the relationships between the dependent variable and the
important independent variables (Graph 5.1.a-c).

™ Erwin Stucki, a rural economist from the Institut d’economie rurale at Lausanne quoted in Anju
Sharma, “Keep on the Grass” (2001) Down to Earth Vol 10, No 8.

8 These measures are taken from OECD databases for all OECD countries. EU is considered to
be one country because of its Common Agricultural Policy.

" measured by the World Bank in Atlas Method for 1999. GNP/capita measurement is replaced
by GNl/capita after 2000.
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Graph 5.1a Scatter plot of Protection level vs. Overall Sufficiency
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Pearson’s correlation coefficient = -566

Significance (two-tailed)= 0.00

GRAPH 5.1b Scatter plot of Protection level vs. Self-Sufficiency by Product
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Graph 5.1c Scatter plot of Protection Level vs. Percent of Daily
Calorie
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Pearson’s correlation coefficient = 247
Significance (two-tailed)= 0.05

Ordinary Least Squares method is used in the following cross-sectional
regression analyses. The statistical computer package used is SPSS. The
staples included in the regression analyses are Barley, Wheat, Maize, Coarse
grains, Sorghum, Soy bean, Oil Seeds, Sunflower seed, Sheep meat, Milk and
Eggs. The yearly protection levels for these products are calculated separately
for each OECD country (by the OECD). All OECD countries are included in the
sample. Bovine meat is excluded from the analysis because protection levels are
exceptionally high due to the outbreak of bovine diseases in Europe the last
years. All aqua products including fish are also left out of the sample due to lack
of OECD data. These products are also excluded from overall self-sufficiency ‘
level calculations. This is because sea food does not contribute to national

security as other food staples. Those countries which produce and consume sea
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products lose their access to the seas and oceans during war time. Therefore,

high production in sea food cannot secure autonomy to a state.

5.2 a Regression Analysis Model 1

Regression model 1 explains almost 37% of the variance in the dependent
variable and all independent variables are highly significant. As predicted there is
a negative relationship between self-sufficiency and protection levels. The lower
the sufficiency level is, the more protective the country is likely to be. GNP/capita
variable also confirms the expectation. The higher the GNP/capita level is, the
more protective the country tends to be. The Beta level is a measure that tells us
which variable affects the dependent variable more. Since Beta is a standardized
measure, it allows us to compare the relative importance of each independent
variable. When we look at the Beta variables we see that overall and commodity -
specific sufficiency affect protectionism more than GNP/capita levels. The
significance level is listed under the sig. column. This measure tells us whether
the results are statistically significant. In other words, it measures whether these
results can be purely coincidental. The standard significance level accepted in
Political Science is .05. All three variables are below that level. This means that
all the variables are statistically significant in this model. Overall self-sufficiency

variable is even below the .01 threshold.

Model Summary

R R Square Adjusted R | Std. Error of
Square the Estimate
,620 ,384 ,367 ,1280

a Predictors: (Constant), sufficiency by product, GNP/capita, Overall Self
Sufficiency

Coefficients

Unstandardized Standardized Coefficients
Coefficients
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B Std. Beta t Sig.
Error
(Constant) 3,214 ,190 16,895 |[,000
Self-Sufficiency by | -,106 ,042 -,217 -2,520 |,013
product
GNP/capita 7,227E-02 | ,031 ,180 2,357 ,020
Overall Sufficiency | -,341 ,068 -,434 -5,037_[,000

a Dependent Variable: Protection Leve

|78

5.2b Regression Analysis Model 2

In the second regression analysis, ‘the price changes in the agricultural crops
from the year 1998 to 1999’ and ‘the ratio of agricultural population to the whole
population’ variables are introduced to the model. The model explains as high as
48% of the variance in the dependent variable. However, the stétistical
significance levels of the dependent variables except that of the main
independent- variable (overall self-sufficiency) drop drastically. This is most likely
a result of the small sample size in this model. Since the prices of many products -
are not available and those that are available have to be collected from different

sources, price differential variable is not a reliable variable and decreases the

statistical significance levels making the model unstable and unreliable.

Model Summary

R R Square | Adjusted | Std. Error of the
R Square | Estimate
745 ,955 ,481 , 1291

"® Al the dependent and independent variables in Model 1, 2 and 3 are logarithmically

transformed.




a Predictors: (Constant), ratio of agricultural population, self-sufficiency by

product, price difference from year 1998 to 1999, percent of average daily calorie

intake in the country, overall self-sufficiency, GNP/capita

b Dependent Variable: Protection level

5.2c Regression Analysis Model 3

Model 3 explains .364 of the variance in the protection levels. This model has a

lower Adjusted R ? model than the first two levels, but includes another relevant

variable, “what percent of the average total calorie intake in the country the

commodity has”. The model is significant and main independent variables are

statistically significant. This is the model that explains protectionism best among

the three models preseénted here.

Model Summary

R

R Square

Adjusted R Square

Std. Error of the Estimate

,622

387

,364

,1283

a Predictors: (Constant), percent of average daily calorie intake in the country,

overall self-sufficiency, GNP/capita, Self-sufficiency by product

Coefficients
Unstandardized | Standardized Coefficients
Coefficients
B Std. | Beta T Sig.
Error
(Constant) 3,190 ,193 16,494 | ,000
Self-sufficiency | -,110 ,043 | -,225 -2,5681 | ,011
by product
GNP/capita 7,491E-02 | ,031 |,187 2,420 |,017
Overall self- -,338 ,068 | -,431 -4,973 | ,000
sufficiency
Percent of 112 ,157 | ,055 ,713 AT77
YOKSEKOGRETIM Ky

TCYV
DOKUMANTASYON
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average daily
calorie intake in
the country

a Dependent Variable: Protection level

5.3 ANALYSIS OF THE FINDINGS

These findings buttress the hypothesis that protection in the agricultural
sector is triggered by security concerns more than other factors. The regression
analyses show that even with strong control variables as GNP/capita and
agricultural population, sufficiency remains the most important variable in
explaining the variance in protectionism. If the “price change variable” can be
added, the explanatory power of the model is likely to increase significantly.
However, it is not possible to find reliable price data for all the products in the
sample.

The countries with the highest levels of protection in agriculture are
Iceland, Japan, Korea, Norway and Switzerland. These countries also have the
lowest levels of self-sufficiency (between 60% and 70%)’®. These countries are
geographically rather isolated (islands, mountainous areas) and depend on food
imports (especially in grains) and fishing. Until 1992Switzerland had a law that
required it to be self-sufficient in agriculture. This law was passed after the
devastating experience of the World War Il. Japan tries to increase its self-
sufficiency. South Korea has always been overly concerned about its security
since the division of Korea and the establishment of the communist North Korea.
The least protective countries are Australia and New Zealand. Australia
approaches zero protection in agricultural trade. This is not surprising given its
extraordinarily high self sufficiency level exceeding 200%. EU is self-sufficient,
but its self sufficiency is likely to be a result of its long history of protectionist

support policies under the Common Agricultural Policy.

™ These levels are dilferent from the levels declared by the states themselves. This is due to different
methods of calculation. More than reaching a perfect sufTiciency measure, the aim of the calculation here is
1o be able to compare sufficiency levels of different countries. The measurement here is based on the data
taken from the FAO.
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These results suggest that the international security function of agriculture
is indeed an important explanatory factor for protectionism and states protect
their agriculture for the rainy days. Governments also tend to protect those
staples that constitute bigger parts of the national diet (e.g. rice in Japan and
South Korea or wheat in Turkey.) If self-sufficiency is low in one product, it is
also likely to be protected more than others. However, when the self-sufficiency
level approaches zero in a particular product, protection becomes futile because
there is nothing to promote or protect and tends to decrease despite the low-

level of sufficiency.
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CONCLUSION

The Realist framing of the agricultural sector is likely to be the most
important international source of protectionism in agriculture. This is the reason
why Neoliberal expectations fail to be fulfiled in this sector. Like security,
agriculture remains in the domain of “high politics” despite the economic
pressure. This does not suggest that the chances for liberalization are null, but
that they are rather dim. The new round of Multilateral Trade Negotiations and
more importantly, its implementation will determine the prospects for future. The
economic burden, increasing pressure from exporting countries, and the
developing-world strategy of linking agriculture to liberalization in other sectors
might make protection too costly to bear, but the most important shift would be a
change in the framing of agriculture to a Neoliberal perspective as an economic
good, instead of a security good. This is a cognitive shift that is not likely to
come about easily.

As long as governments try to secure the basic staple supply for their
populations, they will strive for self-sufficiency and liberalization in agriculture will
be the Iluxury of self-sufficient countries. Furthermore, being defensive-
positionalists, countries will compare their self-sufficiency levels with that of other
countries and not try to fall behind.® Therefore, it should be realized that
agriculture is not just another sector, but it has a significant security dimension.
Expensive or not states protect their security.

% Japanese Ministry of Agiculture publishes papers comparing the longitudinal self-sufficiency levels of

Japan to other OECD countries. The Japanese concern is not only the decline in its self-sufficiency, but also
the relative decline vis-a-vis its ‘rivals’. See www.mall.go.jp
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APPEN

DIX

TABLE A1.1

Annual % Change in the Average Agricultural Support in the QUAD

Countries

Averages

1987

1988 |1

989 (1990

1991

1992

1993

1994

1995

1997

1998

1999 (2000

PSE

2%

12% |-6%

7%

3%

3%

3%

6%

-6%

4%

17% |6%

4%

NPC

1-2%

-8% |-6%

4%

1%

1%

-1%

1%

4%

-3% (9%

5%

-2%

NAC

1%

T% |-7%

2%

3%

1%

-2%

0%

1%

-4% 9%

5%

-2%

CSE

-1%

-16% {-8%

6%

6%

-7%

-2%

-6%

-12%

1% 1%

27% 6%

-13%

NPC

1-2%

9% |-6%

3%

4%

-3%

1%

2%

2%

1% |9%

4%

-5%

NAC

-1%

-8% [-5%

1%

4%

-2%

-1%

-2%

-3%

-1% |9%

3%

“2%

TSE

-5%

7% |[-2%

18%

13%

-7%

1%

4%

-6%

~1%

12% 7%

-5%

TABLE A1.2
Annual change in PSE/NPCp/NACp/CSE/NPCc/NACc levels in the Quad Countries

1986

1987 {1988

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

%PSE

45.54(45.02

41.59

40.62

42.73

50.09

43.62

41.65

39.52

37.85

33.8

33.93

39.14

42.85

38.34

NPCp

1.99

1.86

1.71

1.54

1.73

1.9

1.59

1.55

1.49

1.38

1.27

1.29

1.44

1.55

1.37

NACp

1.84

1.82

1.71

1.68

1.75

2

1.77

1.71

1.65

1.61

1.51

1.51

11.64

1.75

1.62

CSE

42.09(-41.4

37.17

32.03

39.16

44.95

-35.4

34.19

31.65

27.98

-22.5

23.34

31.81

37.45

29.12

NPCc

1.96

1.95

1.74

1.56

1.79

2.03

1.69

1.64

1.56

1.45

1.32

1.34

1.54

1.69

1.45

NACc

EU

[1.73

1.71

1.59

1.47

1.64

1.82

1.55

1.62

1.46

1.39

1.29

1.3

1.47

1.6

1.41

%PSE

36.91(35.84

27.71

26.61

35.49

34.77

28.63

24.41

18.25

18.38

15.95

13.93

16.85

17.4

19.5

NPCp

1.51

1.48

1.28

1.28

1.45

1.35

1.3

1.26

1.2

1.11

1.12

1.15

1.15

1.15

1.16

NACp

1.68

1.56

1.38

1.36

1.55

1.53

14

1.32

1.22

1.23

1.19

1.16

1.2

1.21

1.24

%CSE

23.05|24.26

17.48

18.02

19.38

23.02

20.91

19.45

16.38

11.62

11.69

14.08

15.93

-15.9

16.13

NPCc

1.36

1.35

1.24

1.24

1.34

1.33

1.29

1.26

1.21

1.13

1.13

1.16

1.19

1.19

1.19

CANADA

NACc

1.3

11.32

1.21

1.22

1.24

1.3

1.26

1.24

1.2

1.13

1.13

1.16

1.19

1.19

1.19




%PSE |29.44|127.01|19.6 |17.53/19.92|18.58]18.16{19.49|16.47|11.32|13.63|14.06|22.67|25.02]21.94

NPCp |1.28 |1.25 [1.13 [1.11 |1.16 |1.14 {1.14 |1.16 |1.13 |1.07 }1.09 {1.09 |1.19 |1.21 [1.17

NACp |1.42 |1.37 |1.24 |1.21 |1.25 [1.23 |1.22 |1.24 |12 |1.13 |1.16 {1.16 |1.29 |1.33 |1.28

%CSE |11.011-9.79 |-2.21 {-1.87 |-4.13 |-1.34 {0.16 |-0.72|0.64 {4.89 |2.63 (2.8 |-3.67|-2.45|2.48

NPCc [1.24 [1.21 [1.41 [1.11 [1.15 [1.13 {1.13 [1.15 [1.13 |1.08 [1.1 |14 [1.17 |1.16 |[1.11

NACc [1.12 [1.11 |1.02 [1.02 [1.04 [1.01 |1 1.01 ]0.99 [0.95 |0.97 {0.97 [1.04 [1.03 |0.98

USA

%PSE [67.07|67.28]65.5 |60.19[57.2 |57.31|63.79|63.41/65.56]65.72[61.75|57.62|61.71(64.01[64.06

NPCp |2.92 [2.92 {2.76 |2.53 |2.35 {2.36 {2.81 |2.79 |3 299 [2.64 |2.43 |2.73 |2.91 |2.97

NACp |3.04 [3.06 [2.9 |2.51 |2.34 [2.34 |2.76 [2.73 |29 [2.92 |2.61 |2.36 |2.61 |2.78 |2.78

%CSE |-60.8 |59.55|56.35|51.87|47.48|47.83|52.67|51.87|51.99{52.43|49.67]47.49|52.49(54.4453.69

NPCc [2.58 |2.49 |2.3 {2.09 [1.91 |1.93 |2.12 |2.09 {2.09 |2.11 [1.99 {1.91 {211 |22 [2.17

JAPAN

NACc {2.55 |2.47 |2.29 j2.08 |1.9 |1.92 |2.11 {2.08 |2.08 |21 [1.99 |1.9 [2.11 {219 |2.16

Source: OECD Agricultural policies in OECD countries: Monitoring and
Evaluation 2001.
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TABLE A3

Use of Total Aggregate Measurement of Support (AMS) commitments by

Member, 1995-99 (per cent) source: www.wto.org

Member 1995 1996 1997 1998 1999
Argentina 144 100

Australia 27 26 25 23
Brazil 28 35 30

Bulgaria n.r. n.r.

Canada 15 12

Colombia 15 1 4

Costa Rica 0 0 0

Cyprus 63 62 45 39
Czech Republic 7 11 7 7
EC 64 67

Hungary 51

Iceland 79 71 74 178
Israel 72 79 83

Japan 73 72 71

Jordan n.r. nr. n.r. n.r. n.r.
Korea 95 91 95 80
Mexico 5

Morocco 12 32 12

New Zealand 0 0 0 0
Norway 71 79 82 88
Papua New|n.r.

Guinea

Poland 6 6 8 8
Slovak Republic |58 59 73 70

iii




Slovenia 94 96 99 98
South Africa 67 82 97
Switzerland-Liecht | 83 74 72 71
Thailand 72 60 79 78
Tunisia 87 77 81 94
United States 27 26 29
Venezuela 42 26 36

The figures in this table represent notified Current Total AMSs as a percentage of the Total AMS
commitment levels for the respective implementation years.
With respect to Argentina's percentage figure in 1995 see G/AG/N/ARG/4 and WT/Let/292,
With respect to Iceland's percentage figure in 1998 see G/AG/N/ISL/14.

(i) Commitment levels relate only to export subsidy commitments for which a
notification has been received for the year in question. A comparison of
notifications received (zero and non-zero) with the information in Table 2 shows

the number of notifications outstanding for each product or group of products.
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Table A4
Export subsidy use by Member, 1995-99 (per cent)

source: www., wto.org

Notes: (i) For each implementation year, the three columns for budgetary outlay
and volume commitments, respectively, contain the following information:
Column 1 — Simple average use of export subsidy commitment levels across all
relevant product groups in per cent (excluding zero-use notifications); Column 2
— Number of non zero-use notifications included in the simple average
calculation and Column 3 — Number of zero-use notifications.

(i) The information for each Member is based on the notifications for all

relevant product groups.



Member 1985 1986 1937 1998 1399
Budgetary  |Volume Budgetary Volume Budgetary Volume Budgetary Volime Budgetary {Volume
outiay commitment | outtay ocommitment |outlay oonnritment |outlsy commitment | outlay conmmitment
commitment |8 ocommitment | gommitment 8 commitment 8 commilment (&
[ 8 ] 3 [
1 2 1 42 |2 (v |2 |2 1 2 13 | |2 |2 1 2 12 2 j2 1 2 |12 |1 2 I - 1
Rustralia 20 lo |& [oojo le |oafo |8 oo |o |8 |eo 0 |2 00 [C |€ 8 11 4 3 2 |4 1 1
Brazfl oo |o lwejoolo |16]ed |a |18 |oo |8 48 |oo 0o 116 o0 JO 118 oo |0 % M 0 e
Bulgaria ar [nrfns [ne Jar e o |nr fng poe ne ne
Canada ez |2 s |s8 |2 |8 |¢ (2 |8 |8 [z |8 [oofo |1t o0 |© (10 o0 | RR N+ B I R )
Colombia 18 |11 g2 |11 0 [1t |7 |78 |11 |7 |17 |10 B 126|160 [8 |22 |9 & 182 10 |8
Cyprus 1€2 e |se {2 0 |2 [5 |2 [4 |5 [28 | 1294 75 (2 | 3
Crech 38 |3 112 |61 |2 |12 = [2 |1a128 |2 |14 |28 [& |12 24 [4 M2 ]38 |4 |12 23 4 |12
Republie
Ewropean  |5< |19 |1 |es (18 |1+ [e1 |1 |1 [ss fi {1 =1 |18 |2 ez [17 ]2 [e® 17 |2 &1 18 |3
Communitie
o
Hungary sg |1z 2 |22 132 |20 av |5 |22 |11 |5 (2003 |7 18 |8 |7 |72 {8 |8 a1 3 |8
loeland 26 |1 |t et 1 4 N1 10 |1 |t 1 1 1 1 L R
hdonesia 60 Jo |1 (oo Jo |1 oo {0 11 0 |o |1 (o2 |0 1 ¢ |o |1 oo |0 1 03 0 |1 |Jeo o [t |00 |0 |t
tsrael 25 |4 |2 |eale Jz J2t |a |2 |e2 |e |2 |34 |2 =20 |4 |2 |2 |1 § 18 1 |&8 (12 |1 |5 |22 1 £
Mevico 20 |6 |& (00 (O
NewZeatand [801(1 [0 [ns fns. [ns |00 jo |1 e ne [ne {00 [0 [t ne fnene {00 [0 |1 ne ne e |00 0 (1 ns fng|ns
Horvay es |9 |2 |62 |8 a4 {7 14 Jes j& la I3 7 |4 9 18 |4 |68 |7 |1 ™ © [1
Panama nr. or |nr. |ns. |nz. ne (e [ne ne or fnr, feg ne |ne nr. me. e ng. . s Inr,
Foland 0.2 {1 |18 |1 1 18 12 1 18 [ 1e|r |18 {2t 1 18 1481 |16 121 |z [1&8 & 2 [14
Romania ag |0 l12joo [0 [13 oo 10 (12 |00 Jo 32 joo |O0 |13 OD |0 |13
Slovak 12 |8 1122 ]e |11 |2z 8 [12 |28 |5 |12 |22 |5 |12 &2 |8 |12 |22 |@ 11 8 8 |1t
Republic
South Africa |15 |58 @ |15 |56 [@ [&1 |22 |39 |82 (22 |3m |25 {12 |49 45 |13 |42 |28 |1 |&1 2 1181
Switzerland- |70 (& [0 |81 |4 72 |3 1st |2 45 |8 {0 2 |4 JO0 |88 |5 |0 T 4 |0
Liechten,
Turkey a7 [20 |24 |71 |20 {24 |92 |8 (29 l9% {5 28 |71 |18 |26 72 {18 |28 {68 |1E |2@ T 18 |2P
Uruguay a0 1o 13 Joo o |2 oo fo f2 Joo to |2 oo o {3 o0 o |2 |00 0 |2 00 0O |3
United 2z la |9 |38 15 |8 |5 |4 |9 [N |4 |3 %0 |& |8 |8 |74 |8 72 8 |8
States
Vensruels |15 |54 {18 |37 {84 [18 145 |4 |27 |28 (44 |27 |11 |20 |38 3% |3® (2@




TABLE A5
REGRESSION MODELS

MODEL 1
ANOVA
Sum of [Df Mean |F Sig.
Squares Square
 Regression | 1,092 3 ,364 22,224 ,000
Residual 1,753 107 1,638E-
02
Total 2,846 110 L

a Predictors: (Constant), LOGSUF, LOGGNP, LOGSELF
b Dependent Variable: COMLOG

MODEL 2
ANOVA
Sum of Squares | Df | Mean Square | F Sig.
Regression | ,748 6 |,12b 7,477 | ,000
Residual ,600 36 | 1,667E-02
Total 1,348 42
MODEL 3
ANOVA
Sum of | Df Mean F Sig.
Squares Square
Regression | 1,101 4 275 16,719 ,000
Residual 1,745 106 1,646E-
02
Total 2,846 110

a Predictors: (Constant), percent of average daily calorie intake in the country,
LOGSUF, LOGGNP, LOGSELF
b Dependent Variable: COMLOG
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