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SPECIAL AND DIFFERENTIAL TREATMENT OF DEVELDPING COUNTRIED
IN THE LIRUGUAY ROUND AGRICLLTURAL NEEDTIATIONS

Ramorn L. Clarete

ris papar argues that the teuguay Round (URY pegotiatore

shrrstd ot compe] e 1o np et ies fala]
liberalize their respective agricoiboral sectors  hecause
their rmor-agricuelte-a™  marofacturang . EETLOS remain
protectsd, Ore-siced agricolbural liberalizstion im
LICOrSi Stant with promoting agrioultural Oemverl opnenit,
enNCOUrages rurai-urban migrstion, and urrscessarily

constraing agricuitoral pelicy maragement ard  plarming.
Thus, special rules should spply for develooing countries.
In cevaloping the arguwment, ke naper traces the “evolution
of special and differential treatsent Ffor dewveloping
countries in  the GATT and distus=ses some of the critical
issues in the UR agriculioral negotistions,

The  paoer alsn  argues that a  oechantsm Foe
revimding imvocations by deweloping  countries of the

principle of 5 & 0 should be agreed opon and  decicded
b the LR re=gohiatois. Iri kb 1interest (w3
agricultural development, all  developing county 1es
ahoula b= actoroed spEcial mesoives 10 or ey to

deviel oo, Burh messures applied on a per product basis may
ba ouesticred by amy cortracting partv before @ possiblie
GATT committes that wewld be tazked o daal with
sgricultural S complaints, with the powsr to decide
whethes  the prodoct—specific  agriculbwral deveeslopment
ressures under guestion are lepitimate,
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SrERIAL AMND DIFFERENTIAL TREATHENT OF DEVELDPING COUMTRIES
TN THE AUELAY REAND ARRICULTURAL NEQOTIAT ICMGY

Ramon L. Clarets

IMTRODUCT 10N

=

Pz @ conbracting party to the Gereiral  Agressant. On
Tariife apd Trade (BETT). the Philippines is  corcerred with
e fubgere of e special and  differential (S0 treatmenk

. given to oeveloning colinbries under the GATT trading system.
The BRD prirciple, inteoreced in e 195905, exemplts
developing countries from  variows GATT regulations and

abyl igaticres.

Today, the 540 principle is increasingly seen by  various
groupe as one of those GATT devopgations whose time has  ran
o With the Wruouay Round of megotiations  wodeway in
Gereva to  strengthen muitilateral teading rules on
anricalture, mary developing cwntries feel that the WD

treatment mest b2 removed.

Howaaer, pther grosps sem the B0 principle as
recessary  to provide developing countries with the nesced
flexibility in plardlilg and in  formulating  econonic
development mEAsUIFeE. Recaiss of the growing perception
among LR negotiastors that S84 is anachronistic, there is a
danger of water:ing down Sii-retated provisions In this round

Filmleased similtareously 25 a workicg paper undes  the  Research
armd Training Program for Agricultural Policy, ©fo Poliocy and
Flarming, Department of Agriculivra.




of negotiatiorns. The same danger exists in the pegotiastions

for agricultural liberalization.

The B30 treatment given to developing courtries is
integrated in the Cairrs Group proposal on agricultural
r‘!.-ﬁ:lr'r:rs.l It will also ba irntegrated in the Final outcome
oF  the agricultural regotiations, a5 o2etioeed in the
Ministerial Declaration of April 19559, Howewvor, there in g
cwrrent lack of ooncrete idess on how the BRD prirciple will
te applied to the proposed GATT =#les poverning agricsltural

trae., If applied thoroughly; the S0 principle shoold

defer the dismantling of agricultural and rural develooment

programs in developling countries.

This paper argues that, in the case of sgriculiture, there
e eConomic grounds foe not comoelling developing countries
to liberalize their respective agricultural sectors.  For
one. their noragricultural mancfacturing =sectors remain
protected. Ore—sided agricultural liberalization is
inconsistent with promoting agricultwral development: it
also emmurages  rwal=urban migration, =2nd useecessarily
constrains  agritulivral policy menapement  and plarming.

Thus, special rules should aoply, for dewloping courntries.

To emphasize this argurent, this paper diecusses briefly

the nature and evolution of S0 treatment +for  develoging

- 1
= The Cairms Group is 3 coalition of 14 developed and  developing
countries [Auwstralia, Argentinag, Brazil, Canada. Chile, Colombia,
Fidi, H:.lrwv, Indomesia, Malaysia, New Iealand, Philippires,
Thailand, and Urugusyl whose sola interest is to help repotiate
agricultural trade m u‘iﬂ'ﬂn & sultilateral framework.




countries. oilowed by a descriphion of the Urugusy Round
negotiations wiere the prospects oF agriculiural
liberalization 1n developad and dewveloping COUmiries aca
being evalusted. Then it arcuss the case for the (=0

principle. Fimally, this peper describes tha mabture. scope,

ang daration of the S0 treatmert for deseloping esrtres.

In conclusion, this paper recommends that the Philippires

suopakt the retertion of S8 trestment 1n agrisultural
trading: it alss propless how 10 apply whe S0 princigie

intc the suggested BATT rules on agriculiuvee.

NATURE A0 BVOLUTION OF THE SE20 TREATMENT -

Iin the 1990s, the mumber of developing oountries
signatgry to the GATT incressed From 10 {in 1948, =hen EETT
was Founded: to 14.  In contrast, there were 21 signatories
from  feveloped ocountries. Although a minarity in BAIT,
devaloping countries  were able to obtain  important

ConCESEionS Trom the ceveloped Cosairies.

in 1973, the OATY contracting parties declared "the
o o e 2 oF the application of differential messures 0O
devploping countriss 1r~.$ga-_«~3 which will provide special ard
mere  favourable treatmenkt o them inoarests oF  PeQOCIATIDN
where this is feasible and appropriate” ATT, 15740 This

daclaration, wpon which the term 830 treatmert was O LwEd,

2

Sge Hudec (1987, fuor a good refgrance on the history of this
call by developing countries for special treatment in the GATT.



tulminated the long procese which had £3 undergo in crder 1o

=

secure prefarential treatment in the global trading systen.

QATT Concessigon

Ore  concession  invoived the strengthening of the
provisicn  allowing developing countries  to ImpoEsE  TEads
barriers to protect therr inrant industriss. Afooording  to

Fucec (1987), the contracting parties acknowledoed that

««BC0ononic  dinelopment further™ the objectives  af
the Goneral Agreement, thus making cie=r —that the
trade barriers authorized by Srticle YIIT were ot
oerogations from the GATT policy but, iretesd, were
antirely legitimate messuwres in complete Frarmorny

with GRTT policy. {(p. 271

A second comcession made in 1995 reésulted - the
provision of 2 rew articie to deal with Balance oF payerih e
trade messwres, row krnown as  Articie 183, A bhard
concession provided that developed cruntries should not
expect rec:'zﬁrtcal trace concession from developing ;u:.n_u-rtrl-;:.z

; o
to enabla the latier Lo develop their economies.

These concessions were in re%r:gu to msrlier calls by

developing countries during the Havana Charter regotiations

in 15947, The negotiations produced the International Trade |

Organization Charter {ITD) which was  rever implerented

because the LUE Congress failed to ratidy it (Weston  and

Mark, 1989). With 1T s future uncertain, a groop of 23




developed and developing countries formed Lhe EATT, whoss
Srticles of Sorearent were taken from the 170 Tharter. binen
it bercamz clesr that the 17D wes dead, the BATT rnomiracting
partise reviessd the GATT arlicles in the mi =190, This
gsave developing countries the cpporiunity Lo renew their
cEmaris for  preferential  treatment, sSuch o a6 BCONOMLG

davelopnent measures and romrecipracity in tr Ak,

Articles IH1 sl PR of the General éoreement sum up the
major concessions obtained by devaeloping countries.  arficie
188 allows them to reregobiate tarisF bindings in order o
pronote the establishment of a  particular 1ndustiy.
However, this provision imposes on the developing country to

offer compersation to affected partisn, or face retal tation.

Article 188 provides developing countries the license to
impose trads MESSUrSeS a8 2 meEans to address their balance of
payments difficulties. Tn contrast to the ariginal balarce
of  payments provisi in Orticle 12, this new article,
applicanle only to developing rpuntries, nas less  strinc nt
roquirements for  imposing Dalance oF  payments  MRasEUres.
Einoe :Pv‘E‘.'_Flrr:_.:l countries have great foreiogn exchange
demands, The neEw article gfrectively gives them resar 1y

complete Freedon to impose Ay trade measuras they want.

Articles 1BC and 180 grant developing countries
protection orivileges fov therw irFart industriss. fe with
Article 184, a developing country imoking this articla is

expected to - offer compensation, o gles face retaliation.

tn



Ariticle Zd, mearwbile, states thak, in e condoct of
taviff mepotiations. the developing countries’ pesd to use
tarisFe For protective ard fiscal prposes shall be  taken

into sccount by all ocontracting parties.

Ore of the Factors that distorbed the Tbelancs: of
intErests hebween developed and developing oountrdies 10 -the
GATT was the growine mumhor of newly—incepssndent tevaloping
ountrisa: this led to the reeriting of the GAFT articles n
the 1750, Aocording o Hodec:

""Coid st compebibion for the loyaltiy of these

emerging owntries intersified when the Soviet Union

began to press for reation of a global trade
organization, within the United Nations., that woukd
rrodide an altprnative a0 the Westerrr—domi nated

GATF. G 3790

Tha prospect of maving oo ooeRl o with a0 Fival
prosnization,  hovered over SV with fhe’ creatich’ of tha
ated Maticns Dorderence for Trade and Development (UNCTADD
in 174, © Mrown as the TTERETAD threat’'. this o gave
developing countries another souwrce of bargaining power. If
they, &8 & Qroun; thd not participate-in E‘«‘T.F L oweilg have
sgrious implicatiors in the cwerall oecpotitical  balance
Estmatn bee Western and e Bowten block cortr e,

Lnflatmes]l Concessions

ol e et

At this point., rew demands to heesfit  developing

Ccountriss  emerced from the Harberler Report (Barberler, Bt



al., 1953}, The dewveloping countries were facing various
problems, including unstable pwpevk  sar nirgs. alungish
growih in commodity exports. and agricoltoral protectionism,
The Harberler repo’ polpted oot that domestic policies in
e develooed countries oonbriboted o the declice i
&fports  of ceveloping coantries. The developed countrigs

vEr|E, therefrye. wged to CoEr their markabs o exports From

SEvelooing countrios ]
% !

In response 10 tne Harberier FReports: ihe contractiog
parties in the GATT called upon bhe developsd courtries t0
Exanine - and unilateraliv remove their esport  Barrisrs in
oreer o increase the sgpoet parnings. of .fﬂ'ﬂ-.'ltg:uir‘g
countries. This cail sat the gace for institutionalizing in
the BATT. the mrereciprocity pripciple For thervea loping
== Wi A = in 1943, the SATT brade minishers approved the
imes oF dabtv—Fres access o btropical products withe oo
expecied reciprocal concessions from oeveloping ountries

(ESTT, iTa41

Cevalmped mouniriss ware reluciant to o give up il
principle ofgeeciprooity, but they agreed to the wnilaieral
ConCEEsIons - in the belisd that Yhere werse =one arsas . of
tracE poilicy i which the reciprosity recsiiesmans would ot
b appropriate. This was reflechied in the foreolation of
the special rule for develooing countries, which  was

approwved in the Kennady Rognd in 19453, & quoted Ty Hudec.



the following was L fivet version of the special puie:
e EveEry BREort shall oo mete b oredace barriers D
swptrtd  of Yhe less developed cruncrips,.  hotsothe
CEa ]t cognbirims camnt espect to FECET YR
racimpricity From the lass develoond oountries.

fis pela was poenaccss =0 eg fo retain cone FRatuves oF

Fine of reciprociies

(£

waetE conteibution 0fF the less doveloppd Coandries
mn bhe overall chiective o orad:  iiheraliEacion
should be ronsidered 10 the light of the development
and trade needs oF Iﬂ'lE.'EJe'.‘!. oatrTes.
In othav words, vaciproeal contriitions were atill expected
aof develooisg erprtries. " bt the Thature . tof - ThDEsE

mafptributiors was un to the devrloping countries o decide.

Ceneralized Soetan of Profmrence:

Thea et corparent 10 U Sl Leaoomsit nedisns was the
Greralized Bwslen of Proefvprees o BEP. I the mid-1980s,
develoning countries aired demancs for tari  preferences ip
an atterot o inktroduce Srticte 1S5 of the TT0 [harier-in the
EATT. Since P directly viplated the pr E"Irv?e of most
favared naticn OFN) in BATT. it wam ponpsed principally by
the U8, Tra Tiwisssn Beowinic Coincit (EFDY waa syvitpathedic
to the 1dea becansie it had Been (1T7=gally extending SATT
EarifE prefarer-es Lo tre oolories oF Retolonies ofVits

member  states. Obther developed cxrfries sow in F5F a2 hay

thes




e Fesperd o bthe call for wnilekeral trade concessiome  in

favoe of develoning oountvies,

The EFEP debate was  settled in H‘E"E{—"!'.:L'i.-"lﬂ LRCTED
b e Ta S B TR b 393, ancebich the LR reverasd 108 posiTilor.
The 58P wae I-stituiicmalized in the BATT in 1571 when thoe

-

cantrecting. parties. apgooverd a terevees waivlr  awemphing
v lomen  colwnteies Fron the princiole of FEN B0 that  Ehey
- fold 1?'.__»;1-1-. gxtend rarifr  preherances o developing
countries (GATT, 1972). This was  later matde  permanes
dsing tha Tokvo Rouncg in 1579 Shrough the so-called

Ernabling Clame (57T, 19800,

The GEF sigmiticanily waskensd the EATT lagal disciplire.
The prirciple of MEM which it wiolabed was one of the basic
principies :.l:-:;m which GATT was organirzed. ITD  and,
therefore, GATT architects saw this principle as the gbest
Growsction of Bmailier and csasber countries from the poser oF
larger and strongar countries in the trading =system. Its
ralaxation in the form of G5F gave the developed courtries
some  leverage over developing countries =ince thay  can
Wi thrirae {'P':-';!':EF’ unilateraily. FEP melither ssrves a3 a
contractial: obligetios of the developed couniries to the

devel g countries.

-
o+

v

T

Prother Comporent  of tha B treatment . which LRCTAD

helped mhepe indirFectly wmas FPart IV of the Ganeral




Agreement. The LNCTED "thweat" compelisd GATT 1o initiate
ite own program that addresses the moblemm of developing
countries. ThE resulbt wss Part TV of the Spveemenl entitisd
"Trade and Developmert® and consisting of Arhbicles 36, 37,

and T4,

rticles 3¢ recognizes the developrent resds of less
developed countries. including wider narkeb access fovr their
products, @mee stable esarnings fFFom primary . Commodity
Eupets, compersatory Financing facilities, Export

diversification. and non-reciprocity.

Article 37 covers best-endeavors comnitment of  developed
countries o reduce their frade restrictiore on developing
sountry  exports, refraln from introdocing new export
barriers, and avoid fiscal policies that would hamper 4he
grtwth of their consumption of primasy commodities  Freom

developing countries,

Article 38 outlines the possibiiities for joint action o
address the primary . comwnodity  probless ofF dervaloping

Countries. -

-
The signiticance of Fart IV may besswred up b the

following observations of FHoedes: =

In summary, the 50 treatment represents the dewvelooing
countries’ repeated calls for special rules in the GATT

trading system. These special rules are viewad az an

1



importart means of advancing the economic interests of, anc
overcoming oeclining exporl carnings. and othes  corstraints
faced by deweloping countries. The Lreabmast reflect= the

vime that it was wums=iv oo accord egeal  treabment o

poorcmical Iy vnemaal oounty ies.

el

LRLGAY ROND AND THE AGHICLLTIAA NEGDTIATIONG

OFter Simost  Fur vaars of fpases, the sombracking

parties launched in Septembey (985 the ~urreht Urugosy Found
X
of BATT regobiations, dobbed az "the most amhitious sebk of
maltilateral rmegobiabtions ewver, Cowering 4 wide ranss orF
ismsnes (hal Ly, 195 . The & bhas weo seis af
regol il atlores; taltks Loy siiog Lrade - poocks and
regotiations o trade of ssrvices. e regotiztions an
brade in goods are organized urder  fourtesn  negobiEing
grouns, oheE o Whicnis on trate in -'lljl'"iﬁ.ll"'.l..-'r'?. Th=

regotiatore have +our years to complete the negotiaticrs.

Agriculbwe oooupies a central position 1n the UR. i w
oF  the so—talled "Dackliog issuss, " agriculture, among a1l
BECTONE, pchably.  has the highest  msnoer o BATT

derpgations, Lagk of ary effective interpational discipline

P

In Novemiper 1987, the cootracting parties met 0 assess e
Tokyo Round and disouss existing problems in the maltilateral
trading syEtam. hile thew sawm a need to bolda ree round of
repotiatione, thers were fundamental differences on what to talk
about, such as wihether to regotiate on the new issues (SErviCES),
r to setile the “backlon i1s=wa" first, such as those oealing
with agricultural trace.

11!




in agriculiural agresrment ewempis agricultural products From
YT s gereral vule of not esing ouantitative restrictions

fomarm GATT. 15845, Article 1i:d)

Alen, the Cereral Poresrent is unclear wiether 1 alioss
subsidies $or agricultuwal evporis or rot. Faraorapn 3 of

feticle 158 otates that the

contraciing parties should seak ba avgid the use of
subsldies on the export of primary prooucts. &
Frwmany . a contracting parby grante directly o
indirectly am +form of subsidy..., Soch subsidy
shall not be applied in a marrer wiich Fesults In
that conbracting party having moee than an eouitable
share of world export trade in that proguct, acoourt
balmg taken of the shares of the coniracting parties

1
in such trade in the product doring 8 previous

reprasgntative period... '

The ambiguity of this paragraph gave risa o many
intarpratations. Although the Tokwe Round Bubsidy Code
defiped the "previous vepresertabtive oeriod! as the  “theee
mst recent years in which normal market  conditions

4 exigted,"” it Failed to defire "rormal merket ocooditions"

(GATT., 19B&b).

aoriculbwal Policies of Member Countries

Tre most basic reagon for the lack of disciplire in




agricadliwral’ trade cidthe so-called ‘granddatber SClaoss’
whtich excludes from any FH7T rales national programs that
have gxigrad nricr o Lhe corfract iy party’ s memberenip oo

-I Hrl.-l.

vbd

in

GATT Irt b cane of Cha LB, L&TT GFanted 5 wadoep
phErety. policies wnder the 15 Sy itural Adasbmert Aot

Be combimessd swen oF ey mere Corsistent with
-

|:|'L:|':||'

priicles 2 oand 11 of the Geeral Agresssnt.,  This derogaticn

atf GATT#ules prompted the Swopean Commintty  ©o continoes
-

thely agricgliural isport  regtrictioes A balance O

paymerts maposes  beyond the period for which  they  seve

allowed by GATT.

Budgetary problens i:'; the LS are critical factors In the
decision o underiake pegotiatinem i agriculture. Tere
are three rcomporents of US . agricuifiural policy,  namalv:
price  supnoet  doers.. prodetion onntrols, and deficiency
PAyTErES, I the  1980s export prices +or o agricslbue-al
oradocts  declimed. fa a rescdb, o land retivesent  program,
fured by oA paymertsinckind  scheme, was drshituied to
coribral the ampunt oF land devobed to agrioulters.  When the
markprs and prices  further detesiovaied in 1985, the
Frearirg of Larget orices, foliowed by the fredaction oF such
prices, wWes added to the land rabtirepsni program. Hoeerar,
assistace  measures wers incressed {hrough subsidies  and
subsidized credits under the Export Erchancesent Program.
e UB programs in agriculture came undes  heavy. Ccomestic

criticism on account of hupge budget deficit. Thos, am 1986,



i)

tha L5 placed on"the negotisting table jte 1996 agricultural

waiver,

Difficuities .in Financing agricuitoral subsidies in the
Furopean Community also led to a cecision to  regotiate on
agrituliuw-al trade. The Dowmunity"s agriculorral policies
are ambodisd in 1ts Common Agricultural Poliocy which nas
thres pripciples: oonmon prioks, domgstic prereyeress, and
coOnR Furding. variapie levies recs been el dbm  belp

-

ghabilize common a3 icultural prices, Sirty  irbervertions
wevre not ocostiy as long 8= the Community was a et 1reorter
ofF ag-ioultural prooucis, oF as long a5 dts internal
agricuitural prices were less than world prices. But as a
result of price incertives it has been  providing cits
farmar=s, the Community becans & net ewsorter of ageicaltural
products.  This development contributed to the fall in world
prfimns oF agricultivral pFoducts, which in orninoreassd the
budgetary requirements of the Community’s agricultieral

plicies, From 1972 to i982, the Cowunity®s cost of

production and export subsidies grew by 400 parcent.

Japar and other developed comntries have alsh agresd to
negotiste oo agriculiwe but for different reasons. SEREN
was - under pressure particularcly feom the LB to liberalize

e
its: agriculbe-al policies in order to bring down  its  huge
trade swplus. Japan®s agricultural policy tries to achieve
gl farfFiciency and maintain the farmers’ income &t lavels

corparabie to the otrer sectors of the ecoramy.  Thos,

farmers are being subsidized. In the case of =maller

4




developed countries. like Canada ard fAustralia, their domand
to liperalize agrioultral trade was Trigpered e their
having become victims of the agricultural sub=idy orossFire

oetwesn the US ardd the Pusopean Comminily, whoch resulbed in

falling worlid prices. batelyv, thess omntries have also

FESOFTEO  To o dizming thalr farmars b beilp thew cthrough

e perind of declining farm prices.

Deveioplng. SEELFies o o omted on ageicdlbueal
L

IThoralizat ronm. . the one hand, there arse Tne et food
gxporting ocountries which sterd to joes iF prodociion  and
exprt subsidies for food prodects be developed coundbries

are withdrawn. On the othaer hand, there are deweloping

countries—uc: a9 Arpenting, Brazil, the Philipolres and

Thai land=—who stand to oain $rom such liberalization. W1 L

sffenis of Libergiization

Stodies stress . that  agrinsiturs] distotions Trcice
wastage of ecooonic resowces.  Tyern and  Anderaon  (1986)
caleonlatad that the vemowal of fdistortinns in Five
agriculiwral prooects (whest, ooarse gralng, runinant meat,
cairy prodects. arsd sogar ) wWeulin inceesse signiticantly the
SoEimEs and wvolunes oF stuch exports,  Exoortoearndinos would
incraase althouoh et exporis woulc tend 1o decvesse as a
resuit of  highes imporit  prices  which agricultbwead
liberalization entalls. In terms of et econonic  welfare,

wea, all courtries, swcept the LB and Bangladesh, woold

stand Lo opgain From bhe universae) Tiberalizabtion in 15980 of

15




seiected agricultural products including pralns,; @eat, daicoy

products, and sugar.

JLIt: A= dmpartant Lo note that if the odevelooed  ooyeraes

would Jiberalize their apicuitiral produCils, Dhe Dreasgs
in total eonomic welfare of the dovelopsd world sonid be
higher comoared 0 @ universal agricultural  libeealizeilon.

Tyare and Anderson noted, o, thalt the actreenlc vl fare

in. the developing worid would tend to go” dowen S

i

develoned countries liberalized thair angvizal tural mecbor.

This obssrvation seems Lo be supporied by the studies oF
valder and ITeitz {1957):; Frobberg, Fischer, and farabkns
(15843 ; and Matthews (196850, Yalder and Zeits estimabed
that cdeveloping mountries stand to loose i+ trace harriers
of devaloped countries on sugar, besf, wheat and maize ave
Fprowed: in parbioular, o incore countries  would sufHer
the greatsst losses. Frohberg, et al. ooncluged that, in
gEreral,; oEvel :.,Tl:;'.'._': countries . are WoOFEe L‘-'I-"1 ferdlbe W
higher world markec prices, espocially oF cersale  and
ruminant  procucts, Matthews argu-d Shat deverngisy

ot ies would soffer From the elininacion of goricdieeal

priotection bv the Ewopean Comminity.

Recent studies using the gereral equllibriun matel  arE
moes  optimistic about the effects ot Tibpralization on  the
pronoeic welfere of develoning world (eug., LoD and  Tower,
19683: Whalley and igle, 1871, Loo and Tower estimeted

that develoninn ooneries  woulic be petier off L
L

et




bitlion per vear as a result of repeving DECD inkerventiDne
in-agriculbore. The biggest gains. about FI5.T pillion  pew
wear., would amorug to highlv indebied oountries. ncluding
the Philippines, a2 a reault oF a shift oFf resogrons  From

fncustry Lo agriculture e fo improvedt BOrics T zl prices.

Whalley ard Wiole (1988) aluo arpued thab, in the evand
of agriculitura I 1ipsralization, the et food deporLing
countrigs may not be worse off, At lesst in e case of
gratre, herause of the land retirerent DFo-am 2 the U=,
Under thiz program, farmers avail of subsidies from the s
govermment on condition that a cerbain perrent  of  the
acrEage - is ot aside. Thus, if the spbsidies arg  removed
(ary] with that, the Jand retivemsnt program is tarminated) .
the arreane planted Lo graing may increase. Therefore, the

world supoly of grains would Ler to Increass, wnile grains

5

prices would Land to decline.

Most developed crontries ses a nesd Lo :l'El]IT]’.id.‘i..{_‘. amomg
themeslves in ovrder ©to arrest the deterioration of the
agriculbvral trade crisis, There are ab least two wavs o
anlve thig dilemna. Ooe te for the major players to go into

4 marketing arrangement among themselves along  the Mulii=
Fiber AFrangeeent sodel. This  approach,  which iz a

digtinctly possible outcome  of  the teuguay Round

regotiations, further undarmines thie FETT—sunevvised trading

4

An opposing wimw 15 taken by Borter {I9R7) who arpoed that the
prespit LS prire supoort Oum acreags control program Umay  heve
contributed to the weakeaing of tha world market prices.”

1y




system. Gnother wayv, whicrhk strengthere this svsten. i the
strengthening of BATT rules ang appiving these rules o
agricultise. the Jatier, however, implips  that  tesesleesd
ochiftbr i el Fave B give on the wabwrs and the GATT
derogations  they fave alwave used to  Justi®y  agricultural
o otecTiomn.

-
-

b Principle and Developing Dountries

=
]

This perceived legal saciflce on the part of  devweloned
ocountries pushes then to sesk a =imilar concession - From
developing oountr ies—to erforce disciplire orithe use oF
the S principle in agriculfure. The S80F treatment, a5
disoussed earlier i= a derogation of BGATT wvules  and
principles which berefit develooing couniries. Develope
oountries think that if they have to oive un Ehetr  waivess
to bring agricuitivs under the discipline of GATT, why
ghould developirg countries rot be required to ohase out the

8D treatment startinn with agrioal bwa?

Fresares on  dewloping couvntries to st do this are
manitesten within the Cairas Groups this groupaairs:to bring
agriculture within GATT s rules and regulaticos. Cevel oped
countries 1in the Group (Canads. foetyalia: and hiew  Zealands
areg reluctant, to say the least, to arant hq_h\.rg‘:-:mi!‘rq

countries a wey liberal interpretation of  the B0

principle.




Developing countyies, on the other hand, appear ready  to
SUCCURD  to these oressures.  For esamla, Searxil, efach  is
teaditionally renarded as a3 Thardlicer,” =mdbanitted  a
proooeal o EETT asiking five & Fivein prEiadinement 'oF " the
application of the rew roles and regeiations on  agrioalbies
in dewslopirg owantries,. The pragmatic  anorg developing
oourtFies appear Feadh o reciorocats the peneessions wo o be
made by geveloped comtries, by agresion in principle bo ot

- ]
agricultursd tarit s and other support measures. although at

a lpmorsy ok |_|:J|'|'-:|_‘.|-'h'-""‘l-'| to it '-_-.*:,. |'h-j\-...rph‘-|:,|.|=:r| countr 1ess, -4"'/-

Thus, ihe B0 priociple in agricuitore is véry  WiEn oo
the negotiating table. i1 is wery important that we asseas
tha arguments in favor of retaining such # treatisent and the

wavs oFapeiving 11 in agricoltore,

S50 TREATMENT IN ASRIGALTLRE

Shouilid the GATT mrnwide S0 treatment in agricultuwre for

less develores countries?

The Uruguay Round ocalls for  expanded  brade  in
agricultural prodicts  throuoh lowsr trade barriers and
trade—related support mpasiees. The Fhilicpire goveroment’s
matn  proposal on. agriculiure echoss  this  call - for
Tibaeralization. Should  developing countiies he  aexsmpted
from this call? Ov should the 5D treatmeént in aoriculture

= pelawsdts
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gnti-fariculture Bias of Trade Policips

Various literatire on trade and protection bave noted
that  the agricultural ssctora oF orerlooing countries arm
peralized rather  than prn&'nl‘.tr-ﬁ-h This may b DEcalse
agrimultural procedures are less concentrated in ame given
location compared with thooe in marwfacturing. Fariers aro

e placed at & disadvartans ecanse (hey are urabie to

contkict eHective canpaign 1 agrioiltuwral protection.

Srobher causs  Imeolves the aaderlying Flerratical
orisntation of cewelopment eonomics since the 19508 shich
has always been in favor of indstrialization through import
substitution trapge poiicies. Tn ordes bo drcastriali &, a
developing country has to raise its trade barriers againet
maruFactured imporis in order o pronote local prodostion of

their substitutes (Frebisdh, 179547,

This particular oriertation hae been institutionalized im
the main GATT agreemant as Article 183, which provides
protection privileges for infant indetries of developing
couohr fes, JHowerwr, mary  devaeloping coontries seemc to
prafe using Arbicle 18HE Which At i impost r’r—:-.qtr'l\-:‘:tinnv_. Frw
i987).

balance of pavmants proolems AAnjaria, 1997 EBEgiin

B

Thee abeonve twn articles sre important comporents: of  the

SRD bLreatmenlt given to dewsloping coonbrles.  Bacasss of

This mears, the protection rates are eeqgligibie or negative.
For example, see Wovld Bamk (1984}, Tn the cass of the
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thage ar of tha political=-sconomic situablion obfaining in

developing coupte e, Ehe  stroctuore oF chelr Lari+s

proafection T Bo be high o foe seruachures ooogs and Toee

for agricuitural . products,

Thiem . the bias of brade policies agsiret agricuitire has
] 3

ite roobs in the onderlying developosnt  origntation  wWhich
Fas  andered In the post—war yewrs and in bhe mnsbithriora

areomoEetion - 0 sech an orleotalicn on e 5D trealeer

pFeisiors oF the o maan WATT agrevenent, .

Mithoot & simcltasess litevalzration of industrial Sracde
policies, agficultural liberalizatinn may mot result in

arriemaltinnal drweliopment. Enlarging import acoess Dy
lowering tariff and ror—tariff barriers apairst agricultural

importes will accentuate The anti-agricuituw-al blas oF

aristing  trade palicies s many devslooing  counbeies.

+ :-F_i .|-'.|_-_'i_:-_'- 1[“:'1_”.4. Tl W L pl = - LY ey o (- 4] :II]"1 clriture.

Mithout oo o simslbaneoys liberaiizabioe of Industiy
which ‘ie a major et looceber 1_-r develoning  countries),
agricod sl liberalization will +ail to sustain the
pogitive effecta of such measures in the long ran, DECSUSE
encEssive |:|-';:||"_'.~_-;3‘:"ii'.:1'| of import substitutes wi1il oring  about

: = | R T R e
an appreciation of the exchange rate (Clarete and Rouwhasset,

1920

The mneed for similtareous libevalization of  the
industrial  and  apricultueal wsectors sugoests that any

raladation of the S0 tresbwent 0 agriculture capnot D

(4
—
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made in isolation from the entire S50 principle inthe GATT
Bereral Agrepmants.  IF the Hrugosy Rownd regobialers wWill
tamper with the S prircipis, they stould also Yook intso,
and assess the marits of Article 18 and Part TV in the Light

of such possible ocutcome of the regotiatiors.

Majority of the population in developing coinbries reside
i the rural aess and depend on agricultise for o thede
livelibhood. Sioce private investments hardly Flow into the
agricuitural ssctor, disguised vueamplovmeni in the Fueal
argas  pPEreists. Liberaliziry the agricuiiieal sector
without doimg the =ana in the industrial =sector rH

teveloping countries may Wwreen this disguised urenplopment.

hile liberalization oan be berericial in terms oF a more
eFEicient resowrce allocation in agricdl ture, alome it will
not be able o resp the larger real income galrs. In fack,
agricultuwral liberalization alomne may further pull resouwrces
out  of aoriculiure and/or discourage rescurce  owoers  from

itrvEsting in agricultore. o

Studies imdicats that reducing the relative protectiaon of

afgriculture through liberalization enoourages migration from
&
Fuial to wban centers. If t= =0 treatment in

&

See Harvies ard Tadaro (15700, Bare s and Tooaro argueed that
in developing countries rural vesidents migrate to urban centers
tn avail of higher wages and smoloyment opportunities. This
effect has been observed B0 oot even before agriculiture is
liberalized.




agriculture 18 relaxed, one likely effert is an incrssse In
tra Feral-to—usrban miorai l1on Tis imolaes sdpmoment costs
gne  the  part of migrents and Incressed =owdoding by local

.

gy e whach has o mrovioe than mervices. Morsower, &

submlantlal romber of these migracts «ill pot be able to
Fimd wowk it e urban  areas. Thue, disguised yural

wrempioyment. pecones urban uresmplovment prabilem.

Ectegerisis recoomend bhat ko prabless szsociated wiih
rural~toeurban minration may e solved by Darrowing Oown The
x.
wWage gap batwesn rural and wrbdar Wvrkere. This =ignifices
that wesplovment in developing countries canmot b solved
byoagicul bursl liberalization aione.

“l
I

lexiniliky in fBgprictitiral Development Measures

The anbi-agricultural biss of trade policies distussed
aberve 15 furiher strenabhensd by sperding eclicies that fail
te allocate capital  resources for osocial  overbead i
agriculirs, e lack of agrimaltral support savvices in
turn prevants the devalopmeri® of agriculiural markets  ang,

therafors, verall agriodlbursl cewslopment.

Public imestrents in agricsliurs ipcluds srantlings o

building orpads, bridgas, ports, fish landings, ixrigation

=g

i

See Bhagwati and Srinivasan 11974 and Basu (1983). They argue
that the uneseloynent problem in the cities can be reduced by
subsidizing wrben, employers to ercourage tham o hire moe
workers, and iy craakbing more joos in the rural  areas, andiov
preiding direct subsidies o rural WorkErs.
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gvatiers, post-harvesh feciliities, poer and’ comnuniication

SvYEiems, 48 Well as rezsarrh develoomert and extersion
They also cover inome trarsfevs tno sorical fural prodursses

virdar spcioral re el oomeent M A =l e serhioe

stapiliiration progrars.

Bacags o lack of dusds, the FLEES | Areas—and,
therefore, The agriculbural sectors—oorbiruse to recetve
17 -.'|-:jh'a_r1l; late 1 P ek N [ o e g s RV rHrETT |
contragt, Citles where the majority oF  the mancfaciuring
sectors are located receive  mows  oowerement. support.
Consstuently, prodoction costs in agriculhborg are high,

reflecting the bias of gowernment epsnding.

Given this resource gap, asoricultural  liberalization
becomes an Gistacls to agricultuwral policy mekers in
ceveloping countries.  Policy meamves hapome limited to
theme  allowed by GATT Feoort  puhsidies, g T =
MEASWES, 1nput subsimes, adoub subsidies, and the like
wouled be dliegal under GETT,

In situations like this, economizte would be tewmpited o

S
recomrend a foousing of meager public furds in buiiding more
roade and other irfrastructore ovetens  $or aoricselture.
This, OFf Ourse, makes seres Gince thess s areas 5% which
privata irvestrentd are ordinsriiy rot aeplied. &nd sicee
thess  are poblic oods; the benefite are charad bBe e
entire agricultural sector. Thos, specific agriculbordl

lobby groups will build up the presswes on the goverrment to

24




come ue wWith secthr=anecitic rervEisprEnt prograins.

ivheut appropriste gove-nment sction, murh lobbias  for

w
L - . - - -
ot - S B 2w o S R e s B resplih 1Y

frequent  turnowse of agricultural poiicy management O the
3|

detriment of agricultural develioppent obiectives.

S

Dessioping counteies ool v piven a wider soope of
wd B! 5| 1

policy measures to addeesg (heir  agriceltbare]l  developoent

problems. Without this lemibil:ty, e BRI ruojes o0

agriculture wiil be a hindrame to agriciiiurel oeveloohent,
ana the BETT itself nay be sesn by deseinning countries in
the sama light as the conditiomality-imposing meltilateral
development  irstitutions, such as the World Bark  and the

[nternational Monetary Fund,

REALISTIC AFFLICATION OF THE S5R0 PRINCIFLE IN  AORTOULTLRAL
THaE

For oo the regotlstions in agricultvre toomove Forward,
the megotiators have by accent the esolrtical ditFiculty oF
getting rid of the &80 principle in the final agricultural
anreement. biat comstitube @ Frealistic and nondisborting
oL trpatment for deweloping coonbries?
8 rmalistic application of the B4 princiole in the final
agreement.  on  agriculture should result i promoting

develoomers, mindimizing adjvstment problems, and evoiding

8

S authors oppose the concept of special rules becasse  they
do not foroe developing ountries to discipline their respective
domestic lobby groups asking for protection, Foroan example  of
this argument, sea wWolf (19870,

25
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Lnnecessary  wrnover of agricultsral policy mamageEment  in
developing countriss, The finsl ;-}ff:ﬂ'rﬂf‘:t ot agricul ture,
therefolre, should halp developning counlries channel sSrarce
development respuwroes to agriculbirs, where thiy saFn the
highest possible ratwns and proecte sechor—neutral  feig=-a—
vis ronagricultural sectors) border policies:  These  are
the lorg-term oblectives in agricuitural develooment of

developing countries.

Treis; the following public invectmert arees should 'rot be
prohibited in the short arnd long terms of the Fisal

arFesnent

—— agriciltural sonial overhesd investments such
28 roads, oriopes.  arrvigation, porteork,
post—harvest Ffacilities (especially  thooe
raquiring  lumy imesteents),  commundcation
and i Infrastructune, anricultural
research, and develogmeni, proeoclon =l

Ex bensynm;

- sanitary and phytosand tory-related  pibiic
investments, including programs o corkain
ard  eliminate ra-:-'.--jsit‘"’:ﬂt o avbid potential
dissasrs  carried v plants, ?"i‘:ﬂ-:tn:'hr_.
ageatic  animals, and animal fesds: &

PrOOrans o araciocate oeetss

— irvestmerts  to protect the ervirorment End

LONServe natiral resouross; and

25



= deaster—elated Irvestmer including
programs o hein Farmers orepeare for adverse
weaiher conditiors and retoce uresrbainty in

arioaltursl prockiction.

Border Measures in A ioulbare

In the transition. developing cordries should mot be

S
compeilad fo give up any border mesques they asrantly use
10 accomplish self—=efficiency 10 Food, This is bBesau=m, in
devaloping countries, agricultural libewalization Hheough
lower  trade harriers will Awther  strengthen the anti-
agriculture bias of border measures I this is rot aleo

appiied tn the indsstrial sector. This will not result  in

agricultural development.

Deveioping countries should vealize that, in the Tann
term, agricultural development  reouires  an efFicienk
allocation of ecarce resources. Thes, demends for  Ltotal
oo security  {i.e.; 100 percent sufficiency in all  food
items! by thelr respective agrioultural lobby groups, should
be assessad reolative to the cost of mesting =uch demange.
Since the economic cost oF total food seourity is rxpectedly
high, developing countriss should determine their reajistic
extent of food secwrity and bargein away excess  trade
protection  in eschange for market access of their products

Al nack,

hd
ol



The transition period of the agricultural reform oromess
in developing countries canrot be defined it terms of &
gFiven rumber of vears. For them, such periced  starts Lom

-hl'_ L] rr, I_‘i!"i_._ .'_;:'.,5 t s ATE FRETy 1.1: 1 e irgistrial

protection,

Irmternal Moo oo

Trternzl measures, including outpot and irout  su i diee,
a@ gererally preterved to bos der measuwres in so far A=
NOMESTic prices are not altered welabive +o  their given

=}
w1l _::ur-im-.‘. However, thess measpes bave di satvantanes.
Bince govermment resorons are iimited. interoal  support
mRasures  in develooing countries typically do not apply o
vhe entire production. Thevrefore, the ohiective of
erhancing agpricuitwral production throunh such messures s

chly partly accompl ished.

[ntenal measures also have additional administrative
sts, The ogoreermment buresucracy has to Supen-vige  the
grarting of subsidy to prevent abuse of the PrOgrsEs by
wrEcrupulous  alements of soclety, Unlike beedes MEZELFes,
int=rnal  supporl measures create sdditional suoenses  that

may ofraet their advantages over the Soemee

= = in developing countries.  with relatively

vndatdevaiooes post—harvest systems Ginciuding marketing

This argurent applies to the majority of develoning countries
which are price—taking developing eooromies.

=f




irfFrastructurel , inkarnal suppret MEasE [res CAN  Case
aociticral ecoromic waste. Bince agprlouliveal preoducts are
rieiatively petizshable. they bhave ko bBe procsssad promptly
and =nid 10 othe markat o minimize post-harvest Idsses.
Inberral  sapport msesores tend o increass proddStion.
h.lJtEr:uL atfecuate | post-hapsast systems . angd markebing
aggistance, post=harvest losses, which are prooortional 1o
procuction, wiiloinoreess. THis wasi|es ecordis,  FESOUroes
= 10

anmd. Frustrates agrioul burs)l developmert  of jectives.

It is imperative, therefore; that developing countries
develop the required social overbead capiial for agrioulture
and. fous cbhelir sesger rasoorces on cdelivering. basic
deeeliopmeant sarvices rather than on ssctor-specitic - subsicy

prOnF ams,

Howswer , all these corsiderations should be adiosted o
the Sarct thet &t lesst 50 peroent o the popuilation i;
developing countries depend on agriculture. The withdrawal
of any exitstirg internal support messures will cause serious

agdiustment problems.

In brarsition, therefore, developing oounbries shoald
not - he forced to freere o Foll Dack sxisting  agriculitural
subgidy prograns im arder to maintain rural empioyment. at  a
time when agrictiture remairs ownattractive to  irwvestors

becauss of  lack of sooial overbead canital amedl Ee anti-

i

The same argument applies to border measures.
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sgriculture bias of border measwres. Again, this Tramsition

oeriod canrot be defired by 2 given rumber of yEdrs.

Towarts A Necotiable Position

Ewtreme positiore  in fhe R pegotiations dealing with
agricuitore are likely to becoomber orodochive. s sOn one
hand, developing omntr ies tend o refer a very liberal
concEpt F 5% D whith sccoros the priviiege mot o Police
whater@r rules that apply to devaloped ocountries for o an
indefinite period of time.  Marmy developing  countries
realire that this position cannot be a reallstic outcome in
the regotialions. Thus, altermative proposals are put
forward including "woluntary liberalization”; the Brazilian
prooosal  givion develoning countries a ten yvear  trarsition
perioo befors they inplement their respective comwmditments Lo
liberalime agricdlivrs, "o the proposal Submlitoed. Oy The
Cairns Broup coreisting of policy measures which are to  be
exgvpted from the process of agricsitwrs]l diberalization,
longer time® frame for implementing reform  programs, and

lighter commi fvments.

Developed couniries, on the other hand, arguee that
deveioping countries should give up 5 & D and Follow the
rples in agriculture which would be agreed wpen in the
negotiaticns, This i= of cowese a difficult positien to

=all to the develoning countries. Most developed counbries,

accoroingiv, concede #HAE some B % D treatment  Tor




developing counbries will have to be observed in the fimal
agreament. PUt the exact rature and scope oF BDoara still

open to sugoestions.

The WLE, proposal on agricultora fFalls oyt gt doang
this; it proposes to digoualivy some  developing ocouniries
from enioving the privilegpe of B & D treatment. IT is
unlikely  that mamy developing countries will agres to the
L8 .;Jr':m-:a'r. However, marny OF them e prepared o agree

b accept fuller resporsibilities in the trading systam in

"ele course. "

This peper proposes an S0 treabment which iR policy=
fevible ., product-specific, and applicable to all
developing countries for a period oF time failored 1o
individual development resds . Howewer, this privilege is
subject to a multilateral review proress. brder a4 Flexibis
S % D, adewelopipg country can espand or  initiate rew
ammistance messures  for  ageioultoral procacts. This
pxcaphional trmatment shouid be product—specific in
recogrition of the fack that agr icultural sectors in many
developing countries are virersen iy cewenl oped. The curation
of applicetion depends upon the ipdivideal country’s Deads

and situation.

In order toc minimize the trade distarting =ffects of
government.  assistance meaSures of developing countries in
agriculbture and to ensure LHat agricultural  developeent

efforts by developing countries are closely following



e e - iR i k|
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internationally romoatitive levels, tre eontinued irvocation
of the special and di FRerential troatment of developire  in
agriculiture 5 mubiech o a muliiTateraliv Saqreaart . FEy | dey

pridesE.

LesEr IS rEVIEW procemss. A BRATT  copmities, wav an
Agricultival Dewlopment Commities (ADD), will Be set uo
gimiiar ‘to the Balante oFf Pawment=s Commibiese (BOPY 0 e

GATT.  The ANC may navg the #6liosong Aeactiomns:

- recelve oomplaints against any deelopning countvy

immking =soeacial and differertial trostment oo a

SpEcific oroourtisis
= ansess the mevifts ofF The oomplaimks:

= decide an whether or ol to allow the deveioping
courtry b0 goortinee to invoke the ohecial  apd
differential principie on the specific  prodect =)

mentionsd by the conplalnant;
— decide on reouests for & phesed adjustment process

in  the event such adiustment s ruled o be
e

o i
= call agricdtural Deweloprent considtations: aod
i

- potidy  the contracting par-ties of itn ackivities

and tecisiorns made.

in tecognition of the importanme =Ff agricultural  and

rural  development in the developing courtries, the task of

i




proving that a develooing country has o osed for  commodi by
Specific agricultural  development messures fallis on the

complainant.,

Tha commitites 15 guided by the following principles in
assrEsing the merils of ihe conglaink: material  in oy
ELI'FFEFETJ by the complainant, avtent of the trade distorting
effects of the agriculiural develooment measwves under
Feviee  ardd exbent or the assistarnce meamres provided by
the dewaloping country. On the other hand, the interests of
the developing country, imvoking special and differential
trestment, is promoted in this review process throuegh  the
Commitiease’s mandate to assess the importance of the industry
to the economy of the couatry and the ssriousress of the
adistment problers inducen by withdrawnng the agricultural

development measures being contested.

The above ideas are pub forward as a poesible egotiable
position on the isse oFf 5 % 0 in agiculburs. Under this
position, develooing counhbries gel the following: &
policy—Flexible amd profuct—=peciFic S & 0, as wall az a
curation of this privilege which is tailorsd o their nesds
and situation. On the obther hand. develoosed counbtries get a
review prooess irstitutionalized in the GATT which would
gnsure  fuller participation oF developing countries in the

GATT or a per prodact basiz.
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