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Executive Summary 

 

The objectives of this paper are to: 1) to provide a conceptual analysis of the negotiating 
issues; 2) bring the reader up to date on the market access negotiations and prospects for 
progress; and, 3) consider options for the reform of market access.  

 
Market access has been at the core of eight liberalizing rounds of GATT negotiations, yet 

agriculture remains highly protected, with a global average agricultural tariff of 62 percent, and a 
large variation in tariff levels across both countries and commodities.  Disciplines on market 
access and minimum access commitments were important accomplishments of the URAA, but 
its shortcomings are also obvious.  For a number of reasons, the URAA resulted in relatively 
little new market access.  Its major achievement was in limiting the types of border instruments 
countries can use.  Consequently, the current negotiations are directed towards creating 
meaningful market access while fixing some of the shortcomings of the URAA. 

 
With the first year of the negotiations spent on technical details and on countries 

presenting their initial negotiating positions, all of the difficult political compromises necessary 
to reach a new accord lie well in the future.  These will be the key challenges for the market 
access negotiations: 

  
• How to reduce both levels and dispersion of tariffs 

 
Because of the large dispersion in agricultural tariffs that exists across countries and 

commodities, the need to lower both the level and the variation of tariff rates is emerging as a 
central issue in many countries’ proposals.  There is little doubt that the negotiations will focus 
on the reduction of nominal tariffs because they are the most transparent target for market access 
reforms.  However, in a world of increasingly differentiated agricultural products, economic 
analysis of the potential trade and welfare impacts of agricultural trade reforms will need to 
move beyond a framework in which most traded agricultural products are considered 
"commodities" and the law of one price is a generally accepted assumption, and consider 
problems such as tariff escalation and effective protection.   

 
• How to reform tariff rate quota administration rules to make them more transparent, 

to improve fill rates and to ensure access by low-cost suppliers  
 

The creation of TRQ’s through the tariffication process allowed scope for considerable 
discretion in establishing tariffs that exceed the level required to maintain domestic prices at pre-
UR levels.  The introduction of new and inflated tariffs has led to increased disparities in the 
level of protection across different products and countries.  Controversy surrounds the 
administration of import quotas. Although new markets have been opened, many of the tariff rate 
quotas remain under-filled, leading many countries to argue that the administration of TRQ’s has 
been used to discourage or block imports.  Improving market access by lowering over-quota 
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tariffs and increasing minimum access amounts are important goals of the current negotiations.  
Many countries also want the development of new rules or guidelines for tariff rate quota 
administration to be addressed.  

 
• How to develop rules for monopoly importing state trading enterprises  

 
When the government imports, or has direct control of imports, the agency involved is 

known as a state trading enterprise.  The concern with state trading enterprises is that these 
agencies might weaken access commitments negotiated under the URAA or any new agreement. 
Only five country proposals explicitly mention state trading importers (STIs).  The United States 
proposes eliminating the monopoly rights of state trading importers and improving the 
transparency of STIs.  Canada, Mauritius and Mali ask that the existing rules be followed.  Japan 
proposes that different rules should be established for state trading exporters and state trading 
importers. 

 
• How to use the special agricultural safeguard mechanism 

 
The special agricultural safeguard (SSG) was designed to address disturbances in 

domestic markets arising from the removal of non-tariff barriers, either with respect to a surge in 
imports or a decline in domestic agricultural prices.  The SSG was intended to be a temporary 
measure for the implementation period of the URAA.  Developing countries often argue that 
developed countries use administered protection to block their exports whenever their products 
become competitive with developed country domestic production.  Some developing countries 
see an expanded special agricultural safeguard as protection against import surges; providing 
them with an alternative to the developed countries’ use of administered protection. The SSG is 
by definition distorting, but this instrument may be a concession necessary for a political bargain 
necessary to accept further liberalization.  The negotiators must determine if these safeguards are 
to be retained, eliminated or expanded to include a wider set of commodities. 
 
• How to develop disciplines to guide policy selection to meet non-trade concerns so that 

market access is not impeded 
 

Non-trade concerns are at the heart of some developed country negotiating proposals, and 
many of the developing country proposals.  Concerns range from animal welfare and the 
provision of rural amenities to food security.  The negotiations will hinge on the issue of whether 
border measures are ever the appropriate instrument to use in addressing non-trade concerns.  

 
• How to develop rules for special and differential treatment of developing countries that 

provides greater benefits from a more liberalized trading environment 
 

Developing countries want to expand the use of special and differential treatment to 
provide them with tariff-free access to developed country markets for all of their exports, while 
at the same time maintaining high levels of protection in their home markets.  
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1.0  Introduction 
 

The failure to launch a new round of multilateral trade negotiations at the 1999 WTO 
Ministerial meeting in Seattle represented a severe set-back for the proponents of trade 
liberalization.  Those who followed the Uruguay Round of trade negotiations received little 
comfort from the fact that the negotiations on agriculture were not the primary cause of the 
failure in Seattle. This discomfort stems from the continued deep-seated disagreements about the 
extent and pace of liberalization in agriculture between those countries desiring a rapid 
liberalization of agricultural trade, and those favoring a much slower process that continues to 
treat food trade differently than trade in other goods.  

 
Despite the negative outcome in Seattle, negotiations on liberalizing trade in agriculture 

began in early 2000 as mandated by Article 20 of the Uruguay Round Agreement on Agriculture 
(URAA).1  These discussions have been held during several Special Sessions of the WTO 
Committee on Agriculture (COA) with the most recent meeting in March 2001 involving a 
"stock-taking" exercise to establish the next steps in the negotiating process.   

 
Thus far, the agricultural negotiations have been characterized by the presentation of 

numerous proposals by WTO Members, and the subsequent reactions of other Members to these 
proposals (Miner 2001; Rude and Meilke 2000).  In addition, the WTO Secretariat has prepared 
a number of background papers to address a wide range of technical issues.  By most accounts, 
the process has worked smoothly, although some members have indicated that the lack of an 
agreement on a comprehensive round inhibits their ability to negotiate on agriculture.  With the 
first year of the negotiations spent on technical details and the presentation of Members’ initial 
negotiating positions, all of the difficult political compromises necessary to reach a new 
agricultural agreement, lie well in the future. 

  
This paper focuses on the market access issues to be faced in the ongoing agriculture 

negotiations.   Despite the fact that market access has been at the core of eight liberalizing rounds 
of GATT negotiations, agriculture remains highly protected.  Disciplines on market access and 
minimum access commitments (Box 1) are important accomplishments of the URAA, but its 
shortcomings are now apparent.  For a number of reasons the URAA did not result in greatly 
improved market access.  Rather, its major achievement was in limiting the types of border 
instruments countries can use.  Consequently, the current negotiations are directed towards 
creating meaningful market access while fixing some of the shortcomings of the URAA (Josling, 
Tangermann and Warley 1996).   
 
 
 
 
 

                                                 
1 Negotiations on services began at the same time. 
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Box 1: Accomplishments of Uruguay Round Agreement on Agriculture 
 

• conversion of non-tariff border measures to tariffs; 
 

• binding all tariffs (i.e., cannot be increased without negotiation with other 
countries); 

 
• reducing tariffs by 36 percent (on average) over six years from a 1986-88 base; 

and with a minimum reduction of 15 percent per tariff line (with a 24 percent 
reduction over ten years for developing countries) 

 
• establishing rules for the application of additional (safeguard) duties (up to 

one-third of normal duties) if imports surge or if world prices fall below preset 
trigger price levels for goods subject to tariffication; and 

 
• creating minimum access commitments as a share of domestic consumption. 
 

(Source: International Agricultural Trade Research Consortium 1994) 

 
 
 
  As suggested above, the conversion of non-tariff barriers to trade into bound tariffs was 
one of the significant accomplishments of the URAA.  However, many nations chose to bind 
tariffs for their most import sensitive goods at extremely high levels and then subjected these 
tariffs to the minimum allowable cut.  As a result, the average tariff facing a food exporter is not 
only 15 times higher than those present in the manufacturing sector, but the dispersion of tariffs 
within agriculture is extraordinarily high.   When non-tariff barriers were converted to bound 
tariffs through the tariffication process, Members were given considerable discretion in 
establishing tariffs, resulting in tariff bindings that exceed the level required to maintain 
domestic prices at pre-UR levels.  This introduction of new and inflated tariffs led to increased 
disparities in the levels of protection found across different products and countries.  This 
disparity is important given that the economic distortions associated with a country’s tariff 
structure depend not only on the average tariff rate, but also on the variance in these rates across 
products.  It has also been noted that tariff uniformity also makes a trade regime more 
transparent and easier to administer (Panagariya and Rodrik 1993).  In addition, tariff escalation, 
charging a higher tariff on processed or semi-processed products than on the raw product 
ingredient(s) tends to inhibit trade in value-added and processed products.  It is therefore an 
important objective of the current negotiations to find ways to lower the average tariff level 
while at the same time lowering the degree of tariff dispersion and tariff escalation in each 
Member’s schedule.      

 
The URAA created minimum access import opportunities for products subject to 

tariffication with imports below five percent of domestic consumption by establishing tariff rate 



 3

quotas (TRQs).  TRQs are two-tier tariffs that allow some fraction of domestic consumption 
requirements to be imported at a low tariff (in-quota), while any imports above the minimum 
access commitment are charged a much higher (over-quota), and often prohibitive, tariff.2 
Improving market access further by lowering over-quota tariffs and increasing minimum access 
amounts are important goals of the current negotiations.    

 
Controversy surrounds the administration of the TRQ import quotas. Member countries 

currently allocate these valuable quota rights to importing firms using a variety of methods and 
although new markets have been opened, many TRQs remain under-filled so that imports are 
less than the minimum access commitment.  Under-utilization of tariff rate quotas may be a 
result of deficient import demand, but it may also point to problems with administrative rules 
designed to dissuade imports.  As a result, many countries argue that the administration of tariff 
rate quotas has been used to discourage or block imports.  Developing new rules or guidelines 
for tariff rate quota administration is another issue that must be addressed by the current round of 
negotiations.  TRQ administration methods also touch on the issue of importing state trading 
enterprises (STEs).  When a government imports, or has direct control of imports, the agency 
involved is known as a state trading enterprise.  The concern with importing STEs is that these 
agencies might use their market power to prevent access commitments negotiated under the 
URAA or any new agreement from being filled.  

 
The special agricultural safeguard (SSG) was designed to address disturbances in 

domestic markets arising from the removal of non-tariff barriers, either with respect to a surge in 
imports or a decline in domestic agricultural prices.  The SSG only applies for those 
commodities that were: 1) subject to the tariffication process; and 2) designated in the country 
schedule as SSG eligible. The original intent was that the SSG would only be a temporary 
measure to ensure price stability during the implementation period of the URAA. Developing 
countries have made the argument that developed countries use administered protection to block 
their exports whenever their products become competitive with developed country domestic 
production, so some developing countries see an expanded special agricultural safeguard as as a 
means for them to provide protection against import surges; an alternative to the developed 
countries use of administered protection. The SSG is by definition trade distorting, but this 
instrument may be a necessary concession in order to persuade developing countries to accept 
further agricultural trade liberalization.  The negotiators must determine if these safeguards are to 
be retained, eliminated or expanded to include a wider set of commodities. 

 
Non-trade concerns are at the heart of a number of developed country negotiating 

proposals, as well as many of the developing country proposals.  Concerns range from animal 
welfare and the provision of rural amenities to food security.  The negotiations will hinge on the 
issue of whether border measures sould ever be considered appropriate instruments to use in 
addressing such non-trade concerns. 

  
                                                 

2 The minimum access commitment included current access (i.e. pre-Uruguay Round access levels), plus any 
incremental access that was provided in the URAA. 
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Many of the developing countries want to expand the use of special and differential 
treatment to provide them with tariff free access to developed country markets for all of their 
exports, while at the same time holding off on reducing their own high levels of protection.      

 
The reforms of the URAA have proven to be fragile, as the liberalization of market 

access has not been as successful as expected.3  A number of challenges remain for the 
negotiators, and they form the goals for this round of negotiation:  

 

• to reduce the average level of tariffs, while at the same time reducing their dispersion; 

• to reform tariff rate quota administration rules to make them more transparent, to 
improve fill rates and to ensure access by low-cost suppliers; 

• to develop rules for monopoly importing state trading enterprises;  

• to decide the future of the special agricultural safeguard mechanism; 

• to develop disciplines to guide policy selection to meet non-trade concerns so that 
market access is not impeded; and 

• to develop rules for special and differential treatment of developing countries that 
provide greater benefits from a more liberalized trading environment.  

 
The objectives of this paper are: 1) to provide a conceptual analysis of the negotiating 

issues; 2) to bring the reader up to date on the market access negotiations and the prospects for 
progress; and, 3) to consider options for further market access reforms.  These objectives have to 
be viewed in the context of the broader negotiations on the Agreement on Agriculture.   
Companion papers address export competition, domestic support, and product attributes, 
including sanitary and phytosanitary measures and biotechnology.  

 
Although this paper focuses on the key issues in market access, the linkages to the other 

pillars of the URAA require consideration.  Tangermann (2001) addresses the linkages between 
market access, domestic support and export competition.   Aside from the fact that border 
measures have been the primary focus of the GATT since its inception, these measures also 
facilitate the imposition of export subsidies and market based support of domestic producers.  
The reason is that these measures keep the “cheaper” international product from flowing into the 
domestic market and depressing the domestic price.   

 
The UR Agreement on the Application of Sanitary and Phytosanitary Measures (SPS) 

was expected to be one of the major achievements of the negotiations.  The SPS Agreement 

                                                 
3 Sumner and Lee (2000) argue that the UR agreement had a significant effect on the rice market, but that the 

international price effects of the policy changes are difficult to quantify given the normal price variations in the rice 
market.     
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allows countries to impose trade barriers to protect human, animal and plant health.  However, in 
order to prevent the use of sanitary and phytosanitary measures as disguised barriers to trade, 
countries must base and enforce their SPS measures on a scientific basis.  Unfortunately, the SPS 
Agreement has not stopped serious disputes over human, animal and plant health, and these 
disputes continue to have significant effects on market access.  

 
Another contextual issue that this analysis has to recognize is the perspective of the 

negotiators. Almost all countries approach trade negotiations from a mercantilist perspective.  
However, not every country can maximize its exports while minimizing imports and trade 
negotiators recognize this dilemma. Consequently, the negotiators practice a form of constrained 
mercantilism, which Krugman (1987) refers to as “GATT-Think”, which is based on the 
principle of reciprocity.  Together, reciprocity and non-discrimination form the pillars of the 
GATT.4  Although not explicitly defined in the GATT, reciprocity, broadly speaking, refers to 
the principle that mutual changes in trade policy should bring about changes in the volume of 
imports that roughly equal the change in exports.  Negotiators seek to balance “concessions” of 
imports with equal access for their exports.  This is in sharp contrast to the view advocated in 
this study and by economists in general, that imports enrich a country, and exports are the cost to 
obtain them.  Border measures are taxes on consumers and importers of intermediate inputs, and 
their removal makes a country better off. 

 
The paper is organized as follows.  Section 2 provides a conceptual basis and preliminary 

quantitative assessment of the market access negotiations.  Section 3 outlines the initial 
negotiating proposals of several WTO member countries.  Section 4 offers some options for 
reaching agreement on market access.  Section 5 concludes by describing various "packages" of 
trade liberalization options that, if adopted, would lead to minor, modest or major improvement 
in agricultural trading relationships. 

 
 
 

2.0 A Review of Border Measures in Agriculture  
 

Despite the commitments made in the Uruguay Round to reduce agricultural tariffs, 
duties on farm products remain very high. Gibson et al. (2001) found that the global average of 
post-UR agricultural tariffs is 62 percent.5  Gibson et al. provide the first comprehensive, 
comparative analysis of post-UR tariff rates by country and commodity.6  This section draws 
heavily on that report and summarizes its main conclusions. 
                                                 

4 The preamble of the GATT calls on members to enter into “reciprocal and mutually advantageous 
arrangements directed to the substantial reduction of tariffs".  

5 This simple average of post-UR bound agricultural tariffs includes the ad valorem equivalents of specific 
tariffs which are in some cases very high, and whose values depend on prices. It also includes the over-quota tariff 
in TRQ regimes. 

6  Their analysis is based on tariff data from several sources.  One is the Agricultural Market Access Database 
(AMAD), a database of post-Uruguay Round bound tariffs, tariff rate quotas, and some applied tariffs for about 40 
WTO members (available at www.AMAD.org ).   Other tariff data are from the WTO Secretariat and UNCTAD. 

http://www.AMAD.org
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Regional average tariffs for WTO members range from an ad valorem tariff equivalent of 

25 percent to 113 percent (Figure 1).  With the exception of the high tariff region of non-EU 
Western Europe (104 percent), the regional groups with the highest tariffs are composed of 
developing counties: Africa, the Caribbean and South Asia have average tariffs ranging from 71 
to 113 percent -- all above the global average of 62 percent.  Representative developed countries 
with average agricultural tariffs below the global average include: Canada (24 percent), the EU 
(30 percent), Japan (33 percent), Mexico (43 percent) and the United States (12 percent).    

 
Gibson et al. aggregated agricultural commodities into 46 groups and found that average 

tariffs varied from 50 to 94 percent.  The average tariff for eighteen of the groups, including 
tobacco, dairy, meats, sugar, sweeteners, and several categories of vegetables, grains, grain 
products, and breeding animals exceeded the average for all products (Figure 2).  Tariffs on the 
remaining 28 commodity groups fell below the 62 percent average tariff. Even the commodity 
groups with the lowest tariffs (i.e. coffee, fiber, several fruit categories, spices and live 
horticulture) maintain a high degree of protection with an average tariff rate of 50 percent.  
OECD tariff protection is very high in many sectors including dairy (116 percent), grains (78 
percent), livestock (82 percent), and sugar and sweeteners (64 percent).  These are the sectors in 
which some OECD countries use megatariffs (defined as tariffs over 100 percent), and in which 
the number of notified TRQs is concentrated.  OECD tariffs are relatively low in other sectors.  
Because tariff spikes for sensitive commodities characterize OECD tariff profiles, there is a large 
dispersion, or variation, in their tariffs across commodities. 

 
In terms of the linkage to domestic support, despite high tariff levels, some headway has 

been made in OECD countries in reducing the use of market price support7 to transfer income to 
producers.  In 1986-88, market price support accounted for 78 percent of the support provided to 
producers in OECD countries (table 1).  By 1999 this share had fallen to 68 percent.  Since these 
types of transfers require border measures, as the level of transfers decline, the political need for 
high tariffs should also decline. 

 
Non-OECD countries tend to have higher average tariffs than OECD countries, but with 

less variation across commodity groups. They have high protection on the same commodities as 
OECD countries, except that tobacco, rather than dairy, has the highest average tariff.  Non-
OECD countries use megatariffs (over 100 percent) more than OECD countries.  Many of these 
megatariffs were not subject to reduction under the URAA because they were established as 
ceiling bindings.  

 
However, particularly for developing countries, the tariffs actually applied to imports 

may be considerably lower than the bound rates that countries have notified in their WTO market 
access schedules.  For example, the 1998 applied rate for Latin American countries of 13 percent 
is less than one-third of their average, final bound rate of 45 percent.  

 
                                                 

7 Income transfers from consumers to producers measured by the difference between domestic and world prices. 
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Although TRQs were designed to increase market access for commodities that previously 
faced quantitative barriers, the high in-quota and over-quota tariffs of TRQ regimes show that 
they still significantly impede trade. Across all WTO members the average over-quota tariff is 
123 percent.  Table 2 shows average over-quota tariffs for OECD member countries.  Five 
countries have average over-quota tariffs of at least 150 percent.  In certain instances, the over-
quota tariffs exceed 1,000 percent such as the Japanese tariff on dried peas.  Across WTO 
members, the simple average in-quota tariff is 63 percent while the average for all types of tariffs 
is almost the same at 62 percent.  In general, in-quota tariffs are less than 50 percent, but a few 
very high tariffs raise the simple average.  Therefore, the TRQ regime has not provided as much 
access as the architects of the URAA may have wished. 

 
 

2.1 Tariff Dispersion Across Countries and Aggregate Measures of Protection 
 

Gibson et al. profile simple, unweighted average tariffs to demonstrate that global trade 
barriers remain high over-all, and to show that the levels are highly variable across countries and 
commodities.  They explain how uneven tariff levels across countries create inequities in the 
global trading system, and transfer income opportunities across borders.  

 
Given the large dispersion of tariffs that exists across countries, one question facing 

policy makers and negotiators is whether a single, aggregate indicator can be derived that 
compares the levels of agricultural tariff protection across countries.  The advantages and 
disadvantages of the most widely used aggregation schemes are well known.  A simple average 
gives undue weight to tariffs on products that are unimportant to trade, and vice versa.  But other 
approaches also have limitations.  Import-weighted tariffs have a downward bias since the most 
restrictive tariffs result in smaller trade-weights.  Production-weighted tariffs have two problems; 
1) an upward bias, since production is stimulated by tariffs; and 2) the difficulty in bridging tariff 
codes with production sectors in national accounts data.  Finally, consumption-weighted 
averages represent distorted consumption patterns and face the difficulty of bridging tariff codes 
with consumption (domestic supply plus net imports) data, however they have the advantage of 
incorporating the offsetting biases of import and production weights.   

 
That the choice of weights matters is evident from table 3, which provides a limited, 2-

country sample of the U.S. and Canada.  A comparison of the two countries in terms of the 
relative height of their agricultural tariffs is dramatically different depending on the weighting 
scheme.  For example, Canadian agricultural tariffs are only 35 percent higher than those of the 
U.S. based on an import-weighted scheme, but over five times higher than U.S. tariffs based on a 
consumption-weighted scheme.    

 
A characteristic of all four of these measures is their lack of a consistent theoretical 

foundation.  An alternative aggregate measure of tariffs is the Trade Restrictiveness Index (TRI) 
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developed by Anderson and Neary (1996).8   The TRI measures countries’ overall tariff levels 
using their underlying trade shares in production and consumption and their elasticities of factor 
substitution and import substitution as weights.  Such an approach provides a more consistent 
aggregate measure because it is based on the underlying consumer and producer behavior of a 
country that determines the trade effects of tariffs.  The TRI answers the question: what is the 
uniform tariff equivalent following a policy reform that results in the same balance of trade, or 
welfare, as the initial diverse set of tariffs?   The TRI can also be used to analyze the welfare 
effects of partial trade reform.  Here, the TRI can be interpreted as the uniform tariff surcharge 
on all imports that would equate welfare in the new tariff regime with the initial tariffs.  The 
larger the TRI, the greater the welfare costs of tariffs and the gains associated with the tariff 
reform.  

 
Using a computable general equilibrium (CGE) model, we calculate the TRI for the two-

country sample of the U.S. and Canada. The U.S. TRI is low - 0.3 - compared to the average 
agricultural tariff (9.5), mostly reflecting that the U.S. is a net agricultural exporter.  This reduces 
both the welfare costs and trade distortions of U.S. import barriers.  Canadian agricultural tariffs 
are found to be eight times as restrictive as U.S. tariffs using the TRI, mainly because of the 
larger share of agricultural imports in Canadian consumption, compared to the U.S.   

 
All of the aggregate measures preserve the ranking in which Canadian agricultural tariffs 

are higher than those of the U.S.  The general implication from use of the TRI is that trade 
barriers erected by countries whose imports can readily substitute for domestic goods are more 
distorting of global agricultural trade than are similar trade barriers on poor substitutes or on 
commodities where the country is a net exporter.     

 
 

2.2 Tariff Dispersion Across Commodities and the Effective Rate of Protection 
 

Reducing tariff dispersion across commodities is an objective of several countries’ 
market access reform proposals.  Tariff dispersion presents two problems.  First, non-uniform 
tariffs introduce relative price distortions that can worsen the resource misallocation induced by 
tariffs.  Second, there is concern, especially among developing countries, that tariff dispersion 
often takes the form of tariff escalation. Tariff escalation occurs when tariffs on imported 
intermediate inputs (such as bulk farm products) are low compared to the tariff on the final 
product (i.e., processed foods), leading to relatively high effective rates of protection (ERP) of 
value added in the processing industry.9  Essentially, the ERP concept accounts for the effects of 

                                                 
8  See Bureau, Fulponi and Salvatici (2000) for a recent application of the TRI to EU and U.S. agricultural 

tariffs.  They use the index to measure the welfare effects of Uruguay Round tariff reductions, and they compare 
these outcomes with the effects of simulated alternative tariff reduction modalities such as the Swiss formula.   

9 Value added refers to the contribution of primary factors (labor, capital and land) to a sector’s output, and can 
be roughly calculated by subtracting the costs of intermediate inputs from the value of production. 
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the whole structure of tariffs in protecting the value added of an industry.10  Tariff escalation is 
an example of a potentially positive ERP.   

 
Two aspects about targeting tariff dispersion in the market access negotiations should be 

addressed more fully if the goal of reducing tariff dispersion is to have a stronger conceptual 
footing in the negotiations.  First, consider the case for uniform tariffs.  Variation in tariff levels 
does not, in itself, necessarily imply larger distortions than uniform tariffs.  Essentially, this is 
because a uniform tariff on two products will have different impacts on trade and domestic 
resource allocation if the products are characterized by different demand or supply curves.11   
However, there are strong political economy arguments for a uniform tariff, including reductions 
in rent seeking and bribery of customs officials, and increased administrative efficiency.  
Furthermore, the targeting of tariff dispersion in the negotiations is arguably not so much about 
achieving uniform tariffs as it is about trying to effectively discipline the practice of selectively 
imposing high, and even megatariffs, on some sensitive commodities.   

 
The second aspect of commodity tariff dispersion relates to tariff escalation and the ERP.  

Tariff escalation may prove to be a fuzzy target for the market access negotiations.  Especially 
for developed countries, it is difficult to separate the effects of market access on the 
competitiveness of domestic food processors from the effects of other farm subsidies.  The 
extensive quantitative literature on the ERP that developed during the Kennedy Round (1963-67) 
and the Tokyo Round (1973-79) excluded agriculture from their computations because of the 
effects of nontariff measures and domestic support in distorting input prices and technologies.  
Decades later, this is still the case.  Furthermore, these effects may differ across developed 
countries.  For example, the effects of large U.S. domestic support payments in increasing 
aggregate output and lowering commodity prices has an arguably greater effect on U.S. food 
processors than the low U.S. tariffs on intermediate inputs - of which only a small share is likely 
to be imported.  In contrast, EU farm programs raise domestic commodity prices and create 
competitive pressures on food processors, which are offset by export subsidies for some 
products.  In short, the problem of competitiveness of value-added agricultural industries across 
countries is more complicated than the presence of a pattern of tariff escalation alone might 
suggest, and should probably be addressed in an integrated way across the three pillars of reform.  

 
Even if effective protection is viewed solely as a market access issue, the limited analysis 

that is now available on post-UR bound tariffs suggests that the largest economies in global 
agricultural trade (U.S., EU, and Japan) may not have tariff schedules characterized by 
escalation, at least on average. Wainio et al. (2001) find that for both the U.S. and the EU, tariffs 
have a U-shaped distribution over commodity categories that are broadly classified according to 

                                                 
10 There is an extensive literature on the ERP concept (Balassa (1965), Cordon (1966), Leith (1968), Anderson 

and Naya (1969)).  Also, see  Bhagwati and Srinivasan (1973) and Hartigan (1985) on factor substitution and the 
ERP;  de Melo (1980), and de Melo and Robinson (1981) and  Milner (1992) on product differentiation and the 
ERP.  

11 Panagariya and Rodrik (1993) provide a brief summary of the literature on the economic rationale for a 
uniform tariff.   
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their level of processing.  Bulk commodities have higher rates of protection than do 
intermediates products, with tariffs being the highest on consumer ready items.12  Japanese tariffs 
are highest on their bulk products.  Canada appears to have tariff escalation.  However, 
comparing tariffs across broad commodity groups is only a rough indicator of possible tariff 
escalation.  In particular, such a grouping does not track the input-output relationships among 
commodities.  More research on a commodity-specific basis is needed before we can be more 
definitive on the extent of tariff escalation in the global economy.    

 
Another caveat is that the standard measure of the ERP, like most of the aggregate 

measures of tariffs discussed above, does not have a theoretical foundation that can link this 
measure to the trade and welfare outcomes following tariff reform.  Generally, the restrictive 
assumptions implicit in the ERP measure are that product prices are fixed (small country 
assumption), factor prices are fixed, and input-output coefficients are fixed.  

 
Particularly in the area of processed products, the presence of two-way trade and the 

effects of product differentiation on product and factor prices are important considerations.  
When there is two-way trade in differentiated products, changes in a tariff lead to an incomplete 
pass-through to domestic prices; the lower the substitutability of the import for the domestic 
product the smaller the domestic price change relative to the change in the tariff, and the smaller 
the resulting resource reallocation. On the production side, factor mobility (substitutability)  
affects the supply responsiveness of a domestic industry, and therefore of factor prices and  
incomes, to changes in import prices.  In short, the protection provided to value added in 
processing industries is a function of not only own and intermediate input tariffs (which is the 
ERP measure), but also of the general equilibrium share and substitution parameters that describe 
the changes in consumption, production and prices in an economy due to a tariff reform.   

 
Anderson (1998) developed a general equilibrium concept of the ERP (GE-ERP) that 

incorporates the traditional ERP measure and adds to it the concept that product and factor prices 
are endogenous, with these changes being driven by the production and consumption responses 
to tariff reforms.  The GE-ERP measure redefines the ERP for each sector as the uniform, 
economy-wide tariff that holds constant the income of a sector’s fixed factor following  trade 
policy reform.  The higher a sector’s GE-ERP, the higher the economy-wide costs associated 
with the protection afforded to the sector’s fixed factor by the whole tariff schedule.  A negative 
GE-ERP provides the tariff equivalent of a negative rate of protection. 

 
Table 4 compares alternative sectoral protection measures, again using an illustrative 2-

country example (U.S. and Canada). The measures are nominal tariffs, the ERP, and the GE-
ERP, with both ERP measures calculated using a CGE model.13   The GE-ERP is calculated 

                                                 
12 However, the category of consumer ready items includes some unprocessed products such as apples and 

bananas. 
13 We use a standard measure of the ERP:  
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separately for each individual sector by removing all agricultural tariffs in that sector, and 
solving for the economy-wide tariff surcharge that maintains capital returns in that sector at pre-
reform levels.  The nominal tariffs and the ERPs are highly correlated for both countries.  An 
ERP that exceeds the nominal rate suggests tariff escalation.  Many processed agricultural 
products in the U.S. and some in Canada have a negative ERP.  This is because these products 
receive little or no trade protection but face protection on their inputs. 

 
 The GE-ERP is not highly correlated with either the nominal tariff or the ERP, which 

indicates that factor price changes are an important component of the protective effects of U.S. 
and Canadian agricultural tariffs.  The ERP and the GE-ERP are likely to be further apart the 
larger the factor price changes and the larger the share of capital in valued added (agriculture in 
both countries is capital intensive).  In some cases, the sign on the protection reverses.  In the 
case of U.S. corn and feedgrains, the ERP is negative while the GE-ERP is positive, reflecting 
that agricultural tariffs increase rents in these capital-intensive sectors.  In the case of 
commodities with almost prohibitive tariffs, Canadian poultry and dairy, or U.S. sugar, for 
example, both the nominal tariff and the ERP are very high, while the GE-ERP is negative or 
zero. The calculation of the GE-ERP takes into account that the producers in these sectors face 
tariffs on imported intermediates but because trade accounts for a very small share of their 
product market, the effects of removing even a large tariff are relatively small compared to the 
benefits of tariff removal in their input markets.14 

 
What indicator is a feasible target for negotiators who want to ensure that they are 

reducing the effective protection afforded to a commodity?  There is little doubt that the 
negotiations will focus on the reduction of nominal tariffs.  They have the advantage of being the 
most transparent target for market access negotiations.  However, in a world of increasingly 
differentiated agricultural products, nominal tariffs may be relatively poor indicators of the 
changes in resource flows, price adjustments and returns to resources following reductions in 
nominal tariffs.  Economic analysis of the potential gains from agricultural trade reform will 
need to move beyond a framework in which most traded agricultural products are considered 
"commodities" and the law of one price is a generally accepted assumption.  With the 
widespread use of CGE models, the continuing development of detailed country models, and the 
ready availability of cross-country data on tariffs, analysts can now more easily compute the 
trade and welfare impacts of changes in tariffs, and provide insights into the potential impacts of 
what are likely to be complex tariff reduction formulas.    

 
                                                                                                                                                             

                                                 
Aij
AijTiTj

ERPj
Σ−
Σ−=

1
 

where T is the tariff, j is the final product, i is the input, and A ij are the input cost-share coefficients.  The ERP is 
higher the lower is the tariff on intermediates relative to the final product, and the smaller is the share of value added 
in the output of good j.   

14 This illustrates a limitation of the standard CGE model with an Armington import demand specification.  
When there are nearly prohibitive tariffs in the base, tariff reform does not lead to large absolute changes in imports 
of that commodity.   



 12 

2.3 Market Access and Tariff Rate Quotas 
 

Tariff rate quotas (TRQs) have proven complex and unwieldy policy instruments. 
However, the basic economics of TRQs are relatively straightforward (Moschini 1991, Rude and 
Gervais 2000).  Figure 3 depicts an importing country facing a perfectly elastic excess supply 
function equal to the world price (Abbott and Paarlberg 1998).  The two-tier tariff results in a 
kink in the excess supply function at the level of the quota or the amount of minimum access.  If 
the in-quota tariff is greater than zero the first segment of the excess supply function lies above 
the world price by the amount of this first tariff.  After a set volume of imports (minimum 
access), the over-quota tariff applies so the excess supply function rises by the amount of the 
over-quota tariff. 

 
The level of domestic import demand and the kinked excess supply determine which of 

the components of the TRQ constrain imports.  Figure 3 illustrates three possible situations: 1) 
in-quota tariff binding (pure tariff case in panel a); 2) the quota binding (pure quota case in panel 
b); and 3) over-quota tariff binding (mixed case of panel c).   For an instrument to be effective, it 
has to determine the level of the domestic price; and the other two policy instruments will be 
redundant because they do not affect prices or quantities. The difference between the domestic 
price and world price, multiplied by the volume of imports is composed of tariff revenue and 
excess economic profits or rents. In panel a of Figure 3 with the in-quota tariff binding, there are 
only tariff revenues.  In panel b, when the  quota is binding, the consumer’s valuation of the 
product exceeds the international cost of the imports and the tariffs collected. This excess, the 
difference between the domestic price and the tariff inclusive world price times imports, is 
shown as import quota rent in panel b.  In panel c, the over-quota tariff binds and quota rents are 
still realized on the in-quota portion of imports while tariff revenues are collected on the 
difference between domestic and world price on over quota imports.  

 
Liberalization of a TRQ can involve changes in any combination of the three instruments: 

amount of the quota, in-quota tariff and/or over-quota tariff.  The change in market access 
depends on which of the three elements is currently constraining imports and how much each is 
changed.  For instance, if the in-quota tariff is binding, then increasing the quota or lowering the 
over-quota tariff will not add additional market access and only a reduction of in-quota tariffs 
will increase imports.  Although relaxing redundant constraints has no impact on market access, 
it may affect economic rents and in turn the distribution of trade. 

 
With the conversion of non-tariff barriers to tariffs, a fundamental concern was that market 

access might not improve and might even deteriorate because of the imprecise nature of 
establishing tariff equivalents.  The URAA attempted to specify minimum access commitments 
that would maintain the level of existing market access and create additional access in markets 
with low levels of import penetration.  For markets with current access of less than 5 percent of 
domestic consumption (based on a 1986-88 base period), additional minimum access was 
supposed to be opened, on a most-favored-nation basis, until imports equaled five percent of 



 13 

consumption.15  However, many countries failed to meet this minimum access commitment for 
some commodities.  Empirical work to identify the failure of nations to meet their minimum access 
commitments is scarce. However, some evidence is available based on the OECD (2000) data 
analyzed by Meilke, Lariviere and Martin (2001) for the dairy sectors in Canada, the EU and the 
U.S.  They found that Canada imports less than five percent of its domestic consumption of butter 
and skim milk powder, the EU less than five percent of its cheese and the U.S. less than five 
percent of its cheese and skim milk powder.  

 
Tariff rate quotas were employed in many cases to implement the current and minimum 

access provisions of the URAA.  The three elements - volume of the quota, and the in-quota and 
over-quota tariffs are defined in each member’s tariff schedule.  In principle, a TRQ provides 
more market access than a pure quota because there is no upper bound on the volume of imports. 
However, as the upper tier tariff can be prohibitive, the can TRQ operate as a de-facto quota.  A 
fourth component, TRQ administration, deals with how the quotas are allocated and who 
captures the resulting economic rents.  

 
Members were provided considerable latitude in establishing specific commitments, 

including quota volumes, and the setting of in-quota and over-quota tariff rates.  Requirements 
for the allocation of minimum access commitments were not specified, and so the allocation and 
administration of TRQs has become a contentious issue.   Criticisms of TRQ implementation 
include: using volumes of domestic consumption that predate 1986 to determine minimum 
access; calculating the quota for a broad level of product aggregation, and allocating the total 
TRQ among its components to minimize the effect on sensitive commodities; and using net 
imports to establish base-period imports (Boughner, de Gorter and Sheldon 2000). 

 
At the end of 1999, 1,371 TRQs had been notified to the WTO (table 5) covering a wide 

variety of both bulk and processed products.  Although TRQs cover only six percent of tariff 
lines, they are prevalent in the sensitive sectors of meats, dairy, sugar and cereals.    Only 37 of 
the 137 WTO members use TRQs (table 6).  Abbott and Morse (1999) examined tariff-quotas for 
14 developing countries and only found a few cases with binding quotas. Rather the TRQ was 
applied as a simple tariff (i.e. no over-quota tariff or effective quota).  Eastern European 
countries also appear to be frequently using TRQs as simple tariffs. This group of countries only 
enforces 65 percent of their TRQs.  A non-applied TRQ allows these countries to later raise their 
tariffs for reasons such as joining the EU.   Norway and Iceland account for 322 TRQs, but 90 
percent of these measures are administered as simple tariffs.  In fact, for only 50 percent of the 
TRQs notified to the WTO is the quota restriction utilized.  As a result, enforced TRQs are 

                                                 
15 The requirement that minimum access be allocated on a most-favored-nation (MFN) basis was established in 

the modalities (WTO 1993).  However, the modalities only served as a guideline for countries to prepare their offers 
during the Uruguay Round and with the signing of the URAA, the only binding access commitments are specified in 
individual country schedules.  Different countries have different interpretations of how access should be allocated, 
and have not necessarily offered new market access on a non-discriminatory basis (Morath 1999).  Nevertheless, the 
modalities have a value in the interpretation of what was intended and have frequently been cited in the discussion 
on the implementation of TRQs.  
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concentrated in a relatively small number of developed countries that continue to protect their 
sensitive products.  
 
 
2.4 Tariff Rate Quota Administration 

 
 Since quotas create economic rents, the importing country must develop procedures to 

administer the quota.  Two criteria are used to judge the effect of TRQ administration: fill, or the 
percent of the quota that is actually imported, and the distribution of trade among potential 
suppliers (Skully 1999). For those TRQ administration procedures where the transaction costs 
exceed the economic rents available to potential import suppliers, quota under-fill will result.  
Tariff administration may award import rights to high-cost exporters at the expense of those who 
could supply the product at a lower price.  There is a concern with this biased distribution of 
trade for two reasons.  First, the WTO principle of non-discrimination asserts that trade shares 
should be determined by the relative efficiency of suppliers.  Second, allocating access to high-
cost suppliers displaces low-cost suppliers, and forces the extra product onto the world market.  

 
The WTO identifies seven different methods of administering TRQ access: applied 

tariffs, first-come first-served, licenses on demand, auctioning, historical allocation, state trading 
importers, and producer groups. Applied tariff administration which allows unlimited imports at 
the in-quota tariff rates, accounted for 47 percent of TRQs in 1999. Since this method is 
equivalent to a pure tariff, it has the same benefits of predictability, transparency, non-
discrimination, and the efficient transmission of market signals. An applied tariff method is the 
least distorting of the administration methods because it does not create economic rents to induce 
high-cost exporters to enter the market and the level of fill is determined by import demand.  The 
remaining methods of administration are all less desirable than an applied tariff method.  Each of 
these methods has strengths and weakness as an allocation device in terms of the criteria of fill 
and efficient distribution of trade. 

 
A first-come first-served method allows the first imports, up to the quota level, to enter at 

the in-quota tariff rate.  In 1999, 11 percent of TRQs were administered using this method.  
License on demand is a modified version of first-come first-served, where if demand for import 
licenses exceeds the quota, the amount allocated to each applicant is reduced proportionately so 
that imports equal the level of the quota.  This is the most popular administration method, after 
applied tariffs, with 25 percent of the TRQs allocated in this manner.  Neither first-come first-
served nor license on demand methods distinguishes between high and low-cost exports, and the 
existence of rents may attract inefficient supplies.  The additional risk that the level of imports 
may exceed the quota amount generates additional costs for exporters.  With the license on 
demand method the proportional reduction in a load size may add substantial shipping costs.  
With first-come first-served there is a risk that a portion of a load may be assessed the higher 
tariff and the exporter may incur a loss as a result, or incur additional costs to break up the load 
and ship it elsewhere.  In both cases, uncertainty adds to the transactions costs of potential 
exporters and may lead to quota under-fill. The first-come first-served method also causes 
additional costs in a “race to the border” that may result in an undesirable seasonal distribution of 
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imports, and import surges so that these costs outweigh the benefits of non-discriminatory entry 
and ease of administration. 

 
Historical allocation accounted for five percent of TRQ administration methods in 1999.  

Although market conditions change, this method perpetuates past patterns of trade, thereby 
increasing the risk of under-fill and a biased distribution of trade.  This method negates the desire 
to have low-cost suppliers provide imports. 

 
Assigning quota rights to state trading enterprises or domestic producer groups is 

potentially the most distorting method of administering quota but it has not been a popular 
choice for TRQ administration.  In 1999, STEs administered only two percent of the TRQs, and 
producer groups administered only one percent.   Both state traders and producer groups have 
filled their quotas (table 7). The simple average fill rates for tariff rate quotas under state trading, 
for the period 1995-98 is 92 percent which is the highest fill-rate of all methods. However, these 
high fill rates may be incidental as the trade flows already existed prior to the URAA. While 
quota fill, for existing access, is generally not a problem, the inefficient distribution of trade is.  
Additional market access may not produce such high fill rates and the decision to import may not 
be based entirely on commercial considerations.  Imports controlled by producer groups can also 
be selected to minimize competition and to adversely affect the quality of the imports. 

 
Economists propose auctions as the most efficient method to allocate quotas.16 An 

auction dissipates economic rents and prevents high-cost imports from filling the quota.  
However, in 1999, only four percent of TRQs were administered by auction and fill rates under 
this method of administration were low (under 40 percent in 1995 and 1996). If the transactions 
costs of participating in an auction are high, then the tendency for underfill will also be high.  For 
instance, the additional information needed in order to participate in an auction may be costly 
when the volumes of available in-quota access are small.  Auctions may also be biased if the 
administrative procedures favor some exporters at the expense of others.   Podbury and Roberts 
(1999) note that initially (1995-96) most of the auctions were administered by Norway and that 
the level of access was small and limits on quota shares were applied to each importer or 
shipment.  In order to work well auctions must be sufficiently liquid, and if liquidity decreases so 
does price discovery.  The efficiency of auctions also declines as the number of participants 
decreases.  Table 7 shows that quota fill for auctions has gradually increased over time which 
may indicate “learning by doing”.17 

 
Judging TRQ administration, based on fill, should involve two steps: 1) observing the 

level of fill, and 2) determining if market conditions would permit additional imports.  If the 
domestic price exceeds the world price plus tariff, excess demand is not satisfied and the 
mechanism for administering the quota is likely restricting trade.   However, this data is not 

                                                 
16 If quota rights could be traded in secondary markets many of these inefficiencies would disappear. 
17 Some commentators speculate that because the government collects the revenue from an auction, it is 

effectively levying an additional duty that may not be GATT legal. 
 



 16 

always readily available.  For example, the applied tariff is not always equal to the notified tariff, 
and domestic and border prices may not be easily obtained.  As a result, more indirect evaluation 
methods are sometimes used.  Abbott and Morse (2000) compare actual imports against a trend 
in imports based on information prior to the implementation of the TRQ regime.  Another way, 
to judge quota fill, is to differentiate between pre-Uruguay Round fill (current access) and the fill 
rate for newly created access.  Fill rates for current access should be higher because of 
established trading patterns, while filling new access involves a learning process. 
 
 
2.5 Discretionary Duties 

 
 Any time that a bound tariff is set at a level, significantly above the rate at which tariffs 

are typically applied, the importing country retains discretion with respect to its level of border 
protection.  Sometimes this discretionary power is formalized in instruments such as Latin 
American “price bands” and the EU “margin of preference” for grains.  Price bands act as 
variable-rate surcharges, effectively setting a floor on the import price so applied tariffs may be 
adjusted up or down to compensate for variations between international and domestic prices.  
Chile, the Andean Pact, and Honduras employ price band regimes.   

 
Under the URAA, the EU agreed to maintain a “margin of preference” for grains, so that 

imports of wheat, barley, rye, corn, and sorghum are subject to tariffs that maintain the duty-paid 
import price at 155 percent of the EU intervention price. After the implementation of Agenda 
2000, the maximum duty-paid import price will be 157 euros per tonne.18 Given that the EU 
Commission adjusts its grain import tariffs every 2 weeks against changes in U.S. market prices, 
the mechanism works almost identically to a variable levy (Morath 1997). 19 

  
By controlling the duty paid import price the importer can insulate its domestic markets 

to a large extent from world price fluctuations.  Safeguard mechanisms also dilute the 
effectiveness of bound tariffs.  
 
 
2.6 Safeguards 

 
WTO members have many avenues that allow restricting the level of imports.  

Developing Country Members may restrict imports if foreign exchange reserves fall to 
sufficiently low levels (Articles XII and XVIII B).  All members may protect all sectors of the 
domestic market from imports sold at “unfairly low prices” through the application of anti-
dumping duties (Article VI and ‘Agreement on Implementation’), and from unfair subsidization 
of foreign production through countervailing duties (Article VI and ‘Agreement on Subsidies and 

                                                 
18 The value of 157 euros per tonne equals 1.55 times the intervention price of 101 euros per tonne. 
19 Where the binding does occur is in the relationship between the duty paid import price and the internal price 

and these grains are now subject to a maximum rather a minimum import price which is an improvement over the 
pre-URAA variable levy system. 
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Countervailing Measures’).  In addition, Emergency Safeguard provisions allow members to take 
action, that is not motivated by the unfair actions of another nation, if increased imports cause or 
threaten to cause serious injury to a domestic industry (Article XIX and ‘Agreement on 
Safeguards’). 

 
In addition, the URAA allows levying special safeguard (SSG) duties to counter import 

surges for those products whose border protection was  ‘tariffied’ and included in the country 
schedules.  Rules governing special safeguard provisions differ from those governing general 
safeguards in two important respects: 1) SSG actions are exempt from the obligation to 
compensate, and from the threat of suspension of equivalent concessions or other obligations 
(Perkins Coie 1996); and 2) SSG may only be invoked during the reform process as detailed in 
the preamble to the URAA.  However, if the reform process extends beyond the initial six-year 
period envisioned in the URAA, the SSG would be available during that extended period. 

 
The inclusion of SSG provisions in the URAA anticipated that the conversion of non-

tariff barriers to tariffs, coupled with the reduction of tariffs would increase market access and 
potentially create politically unacceptable competitive pressures on farmers and food processors 
in importing countries.20 The application of the SSG does not require demonstration of injury to 
the domestic industry, so importing countries benefit from the flexibility of applying safeguards 
without the lengthy delays arising from the need for an injury determination.  Exporting 
countries can take some comfort from the fact that the URAA lays down specific rules for 
determining both a price and a quantity trigger for application of these duties, and for the size of 
the supplemental duties. 

 
The SSG provisions allow the imposition of an additional tariff where certain criteria are 

met. The criteria involve either a specified rapid surge in imports (volume trigger), or, on a 
shipment-by-shipment basis, a fall of the import price below a specified reference price (price 
trigger).21   In the case of the volume trigger, the higher duties only apply until the end of the 
year in question. In case of the price trigger, any additional duty can only be imposed on the 
shipment concerned. The additional duties cannot be applied to imports taking place within tariff 
rate quotas. 

   
Of the 137 WTO members that notified TRQs, only 38 reserved the right to use the SSG 

in their URAA schedule of commitments (table 8).  The percent of agricultural tariff lines 
covered by the SSG varies from less than one percent for many developing countries to 9 percent 
for the United States, 12 percent for Japan, 31 percent for the European Union, 49 percent for 
Norway, 59 percent for Switzerland and 66 percent for Poland (table 9).  The number of tariff 
items that could potentially be protected by a SSG range from 10 for Australia to 961 for 
Switzerland.  Of course, the coverage across product categories reflects the degree of sensitivity 
to liberalization in each country.  Product coverage is concentrated in dairy for the United States; 
cereals for Japan; and meat, dairy products, fruits, and vegetables for the European Union.  The 
                                                 

20 Importing countries can apply the WTO Safeguard provisions or the URAA SSG, but not both. 
21 Appendix I reviews the details of the SSG mechanism. 
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United States declared coffee and tea to be covered by a SSG to prevent the entry of sugar in dry 
or powdered beverage preparations.  Switzerland and Norway reserve the right to use the SSG 
across almost all products.  

 
Despite the broad coverage across products, few SSG actions have been taken (table 10).  

Since 1995, only the European Union, Japan and the United States have notified SSG actions in 
almost all years.  Of 436 price-based actions reported over the five-year period, the United States 
accounted for over one-half, Poland for one-third and the European Union for about a tenth.  
Price-based actions tended to be directed at relatively small volumes of imports from specific 
sources.  Of 213 volume-based actions, the European Union and Japan combined accounted for 
over 90 percent, with the EU alone accounting for almost 60 percent.  The European Union used 
the volume-based SSG for fruits (particularly citrus), and vegetables (particularly tomatoes). 

 
In practice, the SSG appears to have been used to balance internal markets by the United 

States, the European Union and Japan.  In the case of the United States, the application of price-
triggered SSG duties, on relatively small quantities of individual dairy product imports, signaled 
to exporters that their products would face routinely applied SSG duties when trying to gain 
access to the U.S. market.  The European Union used the SSG, in concert with other policies and 
regional agreements, to balance internal markets for perishable fruits and vegetables by 
restricting imports. 

 
Overall, the special safeguard provisions of the URAA have not been a haven for 

countries seeking to prevent surges in imports.  However, it should be recognized that for a 
period after the implementation of the URAA, international and national prices for many 
agricultural products were high by historical standards and so would not have triggered efforts to 
limit imports.  Only Poland seems to have resorted to it on several occasions to counteract 
inflows of products.  The United States has used the price-trigger to place duties on dairy 
products, peanuts and sugar-containing powder and dry beverages.  The EU seems to have used 
it primarily to bolster other actions taken to maintain its highly restrictive import regime for 
fruits and vegetables. 
 
 
2.7  State Trading Enterprises (Importers) 

 
When negotiators deal with state trading enterprises (STEs), they are faced with three 

difficulties.  First, there is no clear definition of a STE.  Second, there are no precise rules about 
what behaviour of STEs is condoned, other than a general admonition to operate on the basis of 
commercial considerations.  Third, there is limited information about STEs’ operations with 
respect to imports (i.e. a transparency problem).  With regard to market access, the issue of 
concern is that the STE might weaken access commitments achieved under the URAA. In this 
context two specific access issues arise: 1) that the maximum mark-up cannot exceed the bound 
tariff (Article II (4) of the GATT); and 2) the administration of TRQs by STEs. 
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Article XVII is the GATT Article that regulates STEs.  Paragraph 1.a of this Article 
directs STEs not to discriminate between countries with regard to imports or exports.  Paragraph 
1.b then allows discrimination as long as it is on the basis of commercial considerations. 

  
Articles II:4 and XVII:4(b) of the GATT prevent importing STEs from granting 

protection above bound tariff rates.  Josling (1997) argues that the conversion of non-tariff 
barriers to tariffs will increase the importance of Article II(4) and make it an effective discipline 
on potential abuses by STEs.  The problem with this argument is that in centrally managed 
economies, tariffs have little meaning. This follows because in non-market economies price may 
not play the role of allocating resources.  The relationship between the consumer and the foreign 
trader is broken when the STE has complete control (i.e. type, quality and quantity) of the 
imported product. In this case, the preferences of the government are substituted for the 
preferences of the consumer.   The benefits of a tariff system are further diluted if the STE 
decides to keep strict control on imports in order to support domestic producer prices.  Many 
STEs in developing countries play dual roles as instruments of domestic stabilization policy, and 
international trading agencies. 

 
Although administration of tariff rate quotas has been identified as a major problem with 

STEs, the evidence to date is that the fill rate for STE administered TRQs has been high. In fact, 
the simple average fill rate for TRQs administered under state trading is the highest 
(approximately 90%) among the alternative methods reported to the WTO.  What do these high 
fill rates imply?  Can we dismiss TRQ administration by STEs as an important issue for market 
access?  In fact, the high fill rates are misleading indicators of future incremental access.  The 
high levels of current access are likely due to the fact that these imports are a continuation of 
long established trading arrangements.  The question is how successful new access will be.  A 
better indicator of the success of future access is the designated role of the STE.  If the STE was 
set up as a matter of administrative convenience to administer the TRQ, then there is a 
reasonable chance for successful future access.  However, the degree of success will depend on 
the extent to which information is provided to domestic consumers about the imported product.  
If the STE was established as an instrument of domestic stabilization policy, domestic objectives 
will take precedence over market access considerations and the prospects for filling incremental 
access may not be that good. 

 
 

2.8 Non-Trade Concerns 
 

Non-trade concerns cover a broad set of issues including food security, the environment, 
structural adjustment, rural development, and so on. Article 20 of the Agreement on Agriculture 
stipulates that the negotiators have to take non-trade concerns into account. The related idea of 
multifunctionality holds that agriculture produces non-priced spillover benefits in addition to the 
provision of food and fiber. 

 
 For the most part, issues related to non-trade concerns are covered by the negotiations on 

domestic support.  Most countries accept that agriculture produces more than just food.  The 
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disagreement is whether  “trade-distorting” subsidies are needed in order to help agriculture 
perform its many roles.  Market access is important in this debate if border measures are 
necessary for governments to be able to secure the non-food externalities provided by 
agriculture. 

 
 In general, border measures are not necessary to apply the remedies proposed by either 

the proponents of multifunctionality, or the skeptics.  The proponents argue for coupled 
production subsidies that should be carefully targeted to meet domestic policy objectives.  
Because these subsidies involve a direct payment to induce domestic production, border 
measures are not required.22  Border measures represent a second or third best solution because 
they are not targeted at the provision of the externality.                                                                       

   
Food security is one non-trade concern that does raise the issue of border measures.  If 

food security is defined as self-sufficiency, then border measures are probably necessary to 
ensure a country can produce enough food to achieve this goal.  Other broader definitions of 
food security do not require border measures. The Food and Agriculture Organization of the 
United Nations (1992), defines food security as: “access for all people at all times to enough 
food for an active, healthy life” where the system is characterised by (among other things) the 
capacity to produce, store and import sufficient food to meet the basic needs of all members of 
society.  Bredahl, Holleran and Northen (1999) conclude that definitions based on access to 
adequate food supplies, are inappropriate for developed countries.  The populations of these 
nations have sufficiently high incomes to access adequate diets. Developing nations, on the other 
hand, are more concerned with the inability of large segments of their populations to afford 
sufficient food.  The interruption of international food supplies through export embargos and 
export taxes are a legitimate concern, among both rich and poor countries.  Given the different 
views of food security across countries, one of the challenges of these negotiations is to explore 
alternative remedies to allow nations to meet their food security objectives in the least trade-
distorting fashion.  

 
A large number of studies, particularly from Europe, have analyzed the multifunctional 

contribution of agriculture.  However, few of these studies have attempted to identify policies 
that could meet these domestic objectives in a minimally trade distorting way.  Those studies that 
have considered trade impacts have not found support for border measures to allow nations to 
meet national objectives. Using the criteria of economic efficiency, Bredahl, Nersten and 
Prestegard (1999), in an analysis of the Norwegian Cultural Landscape, conclude that 
production-linked subsidies are an optimum policy choice, while border measures are not.  
Paarlberg, Bredahl and Lee (2001) in a general equilibrium analysis of positive externalities find 
similar results, and propose the development of rules to guide the application of subsidies for 
production-linked positive externalities.  

 

                                                 
22 Surplus disposal may become a problem and export subsides may become necessary to dispose of the 

product. 
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Denying market access is not an economically efficient or minimally trade distorting 
policy option in almost all situations. 

 
 
2.9 Special and Differential Treatment 

 
One of the lessons that came out of the failed Ministerial Meeting in Seattle is that the 

developing countries are unwilling to participate in another Round of trade negotiations in which 
their views are not fully considered (Stiglitz 2000).  It is important to stress that the developing 
countries are not a homogeneous block.  Several developing country food exporters are members 
of the Cairns Group and as such, share this group’s aim of rapid agricultural trade liberalization.  
Conversely, developing country food importers remain skeptical of the benefits of opening their 
domestic agricultural markets.  However, all developing countries share three major concerns 
with the current trading system: 1) the structure of the WTO; 2) the perceived lack of benefits 
from the UR of trade negotiations; and 3) that special rules and disciplines for developing 
countries must be put in place during the current round of negotiations. 

 
Developing countries dominate the membership of the WTO, and since the conclusion of 

the UR about 40 new developing country members have been added to the WTO.  Despite this 
majority position, most developing countries still feel that important debates and decisions at the 
WTO take place without their full participation. As stated by U. S. Trade Representative, 
Barshefsky following the Seattle Ministerial:  "the WTO has outgrown the processes appropriate 
to an earlier time...We needed a process which had a greater degree of internal transparency and 
inclusion to accommodate a larger and more diverse membership."  The WTO has responded to 
some of these concerns by making most WTO documents publicly available, and by providing 
technical assistance and training for developing country representatives. It is not the mandate of 
this paper to discuss WTO institutional reform, but it remains a key issue in making developing 
countries an integral part of the decision making process.  

 
Many developing countries feel the benefits promised to them as a result of the UR 

agreement have not been forthcoming. Their list of grievances is long and only a partial listing is 
provided here.  First, with respect to market access they feel they have not benefited to the 
degree expected from the liberalization of developed country markets for agriculture, clothing 
and textiles.  Further, they fear that when they do become competitive in developed country 
markets, they are subjected to anti-dumping actions that are generally too costly for them to 
effectively block.  They also realize that because of the UR agreement, their domestic markets 
continue to face competition from agricultural products exported by developed countries with the 
aid of export subsidies.  In addition, developing country domestic support for agriculture is 
largely constrained to de minus levels as a result of the URAA, while developed countries 
continue to pour huge sums of money into their domestic agricultural sectors through the amber, 
green and blue boxes.  Poor developing countries feel they have no chance to compete 
effectively in agricultural markets against the deep pockets of the rich and powerful countries of 
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the world.  Finally, developing countries fear the inclusion of environmental and labor standards 
in trade agreements. 

 
For many developing countries, border measures are the only policy instrument they have 

to provide income support to their farmers.  Unlike developed countries, taxpayer funded support 
measures are not an option given their budget realities.  This provides one rationale for allowing 
developing countries to retain some water in their tariffs and to have access to a special 
agricultural safeguard mechanism.    

 
These are the concerns that negotiators face as they attempt to develop rules for special 

and differential treatment of developing countries.  Many of the poorest developing countries 
have 60 percent or more of their labor force in agriculture, and agriculture often accounts for 
more than 40 percent of their GDP.  However, developing countries have a large stake in trade 
liberalization given that 43 percent of developing countries are net agricultural exporters, 
including 28 of the world’s poorest countries (McCalla 2001). 

 
As noted by Stiglitz (2000, p. 441): 
 

“Moving ahead on agriculture in the next Round would have big payoffs.  Abolition of 
agricultural export subsidies and achievement of sharp cuts in import tariffs would benefit most 
developing countries.  A 40 percent reduction in agricultural support policies globally contributes 
almost exactly the same amount to global welfare as a 40 percent cut in manufacturing tariffs 
(Hertel and Martin 2000).  This reflects the huge size of distortions in agriculture relative to 
manufacturing, despite the fact that manufacturing value added is two-and-half times that of 
agriculture globally.”   

 
Most economists argue that developing countries that pursue open economy, export-

oriented growth strategies will prosper and do better than those countries that adopt protectionist, 
import-substitution policies.  However, to fully participate in world markets developing countries 
need a number of things including:  

 

• an open, fair, rules-based and transparent trading system; 

• protection against the use of export embargo's and export taxes by developed 
countries; 

• assurance that sanitary and phytosanitary barriers will not be used to unjustly keep 
their products out of developed country markets; 

• assurance that anti-dumping laws will not be used to impede their exports of 
agricultural products; 

• assistance to develop the infrastructure required to find and maintain export markets; 

• assurance that environmental and labor standards will not be used to blunt their 
comparative advantage; and 
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• technical assistance to allow them to participate fully in the WTO negotiations. 

 
Most of these items are not directly a part of the agriculture market access negotiations.  

However, the list serves to illustrate that whatever is done with respect to market access for 
developing countries it will only be a small, but important part, of a much larger package of 
reforms the developing countries are seeking.  

 
With respect to market access, the EU has recently approved a proposal to eliminate 

tariffs and quotas on all products, except arms, from the world's 48 poorest countries.  The duty 
and quota elimination is scheduled to take place on 5 March 2001, with the exception of sugar, 
rice and bananas.  For these "sensitive" products, duty and tariff elimination will be phased-in 
and border measures totally eliminated by September 2009.  The adoption of this policy by the 
EU will put considerable pressure on other developed countries to follow suit.  In addition, 
developing countries other than the 48 included in the EU scheme are sure to press for similar 
treatment. 

 
  

2.10 Analysis of Tariff Elimination or Reform 
 

Given the high levels of post-URAA agricultural tariffs it is not surprising that tariffs are 
the most distorting policy in world agriculture, compared to domestic support and export 
subsidies.  Diao, Somwaru and Roe (2001) analyzed the effects of eliminating applied tariffs 
taken from the AMAD database, on global agricultural trade and prices.  Eliminating border 
protection alone would increase world agricultural prices about six percent, more than 50 percent 
of an estimated 12 percent gain from a full elimination of all global agricultural policy 
distortions.  Eliminating the agricultural tariffs of the EU, alone, accounts for 25 percent of the 
global price effects from tariff elimination.  Tariffs in developing countries account for 38 
percent of tariff-linked effects on world prices, while those in Japan plus Korea, and the U.S. 
represent 23 and 12 percent, respectively.  Tariff removal would cause world prices to rise most 
for livestock products (12 percent), sugar (11 percent), and rice (6 percent).   

 
Removing tariffs worldwide would stimulate production in most agricultural sectors, 

except for rice and sugar.  Output of corn and other grains would increase the most, by more than 
2 percent.  Wheat, corn, and other grain production would rise mainly in the developed countries, 
and decline slightly in developing countries.  Sugar and other crops production would increase in 
developing countries and decline in developed countries.    

 
Diao et al. find that (static) world welfare increases by US $25 billion with tariff 

elimination due to the more efficient allocation of global resources, but welfare effects vary 
across countries and may even decline, depending on terms of trade effects.  Twenty billion 
dollars of the total welfare gain accrues to developed countries, while the remainder accrues to 
developing countries.    
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While Diao et al.’s analysis of total tariff elimination identifies the costs related to border 
measures, Wainio, Gibson and Whitley  (2001) analyze a set of scenarios for partial reform of 
agricultural tariffs in industrial countries, from the URAA bound levels.  Their analysis is based 
on a number of different tariff reduction formulas proposed by countries in previous global trade 
rounds.  They calculate the effects of alternative reduction formulas on two potential measures of 
market access reform: 1) the simple, unweighted average tariff; and 2) tariff dispersion (as 
measured by the standard deviation).  The effects of specific formulas on a country depend on its 
tariff profile.  For illustrative purposes, consider table 10, derived from data in Wainio, et al.   It 
shows the effects on the mean and dispersion of tariffs in the United States and all other 
industrial countries of three tariff reduction formulas: a linear reduction of 50 percent and two 
harmonization formulas targeting high and low tariffs.  Table 10 illustrates that harmonization 
formulas are more effective than a linear approach in lowering the average of industrial 
countries’ agricultural tariffs, because of the existence of megatariffs.  Formulas that focus on 
eliminating low, or “nuisance” tariffs have a relatively large effect on the average U.S. tariff, 
because most U.S. tariffs are low.  Formulas such as the Swiss formula, which requires 
proportionately larger cuts in higher tariffs, have a relatively greater impact on other industrial 
countries’ tariffs than on the U.S. because most other countries’ tariffs have a larger number of 
high tariff rates.  

 
The evaluation of trade liberalization schemes should involve a careful consideration of 

TRQ administration methods.  This requires a great deal of case specific information about the 
institutions and operations of TRQ administration for specific countries and specific 
commodities. Papers by Skully (2000), Bureau and Tangermann (2000), Choi and Sumner 
(2000), and Barichello (2000) are examples of case studies that provide this type of information.  
There has been very little empirical work that attempts to formally model the behavior of TRQs, 
although Larivière and Meilke (1999) and de Gorter and Boughner (2000) attempt to model the 
impact of TRQs in dairy markets. 

 
 
 

3.0  Negotiating Proposals on Market Access 
 
A number of comprehensive negotiating proposals have been presented to the Committee 

on Agriculture by individual and groups of WTO Members (WTO 2001).  The proposals, and the 
countries they represent, are placed in three groups and these proposals are summarized in table 
11.  The first group of countries (Cairns Group, Canada, United States) argues for significant 
further liberalization of food trade.23  While these countries’ proposals differ in a number of 
important respects they all argue for a continuation of the reform process begun during the 
Uruguay Round.  The ultimate goal of these countries is to eventually treat agricultural trade no 
differently than trade in manufactures.   

 
                                                 

23 The Cairns Group includes a number of developing countries.  However, these countries are agricultural 
exporters who share many of the same goals as the developed country exporters in the group. 
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A second group of WTO Members (European Union, Japan and Switzerland) argues for a 
much slower pace of trade liberalization that takes into account the multifunctional aspects of 
agriculture and numerous other non-trade concerns.  These Members want to continue treating 
agricultural trade as a special case within the WTO, subject to different rules and disciplines than 
trade in manufactured goods.   

 
The final grouping of WTO Members that presented proposals to the WTO Committee 

on Agriculture includes several individual developing countries (Egypt, Korea, Mali, Mauritius, 
Morocco, India, Swaziland, and Turkey), as well as groups of developing and transition 
countries:  Bulgaria, Czech Republic, Estonia, Georgia, Hungary, Kyrgyz Republic, Latvia, 
Slovak Republic, Slovenia, Croatia and Lithuania; CARICOM; and Cuba, Dominican Republic, 
El Salvador, Haiti, Honduras, Kenya, India, Nigeria, Pakistan, Sri Lanka, Uganda, and 
Zimbabwe).  These developing and transition economies strongly believe that they have not 
benefited from the liberalization of agricultural trade that took place during the Uruguay Round.  
As a result, their proposals focus on what developed countries should do to provide additional 
benefits to developing and transition economies.  These proposals also emphasize developing 
countries’ non-trade concerns, and the "special" circumstances applying to transition economies, 
and small developing economies that create their need for special and differential treatment in 
multilateral trade agreements. Several of the proposals highlight the countries’ needs to ensure 
food security, to alleviate poverty and to invest in rural development.   

 
With this background, we now turn to a comparison of the various negotiating proposals 

on the key negotiating items. 
 
 

3.1 Tariffs 
 
The Cairns Group has tabled the most aggressive proposal on tariff reform.  They call for 

deep cuts in tariffs using a formula approach.  In addition, they propose to reduce tariff 
dispersion by setting a maximum tariff and using a formula that cuts high tariffs more than low 
tariffs.  

 
The Cairns Group suggests that tariff reductions should start from current bound rates 

while the United States argues that the tariff cuts should begin from applied rates.  Both the 
United States and the Cairns Group advocate a reduction in the complexity of tariffs.  While the 
United States suggests all tariffs should be either specific or ad valorem, the Cairns Group goes 
one step further and asks that tariffs only be assessed on an ad valorem basis.  Canada is silent on 
this issue, no doubt because it protects a number of its products using complex tariffs. 

 
Despite its status as a Cairns Group member, Canada tabled a separate proposal calling 

for separate negotiations for single-stage and two-stage tariffs.  This suggestion recognizes that 
commodities with two-stage tariffs are the most politically sensitive.  In light of this, it might be 
more easy to reach an agreement on a tariff reduction formula for single-stage tariffs, leaving the 
more difficult products to be handled using a different formula or negotiating technique.  
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However, treating two-stage tariffs separately is likely to increase rather than decrease tariff 
dispersion.  

 
The European Union’s proposal on tariff reductions is more detailed than those 

previously mentioned.  They propose the use of the same "formulas" as the Uruguay Round, 
beginning from current bound tariffs.  While they do not specify the average and minimum tariff 
cuts that should be used, they suggest that this approach gives countries needed flexibility in 
modifying tariffs. Likewise, Japan and Switzerland support the EU arguing that countries must 
be given great latitude in making tariff changes in order to respect the cultural and historical 
justification for these tariffs. They argue that no formula cuts should apply, suggesting instead 
that a request and offer approach be used.24  Both Japan and Switzerland argue that countries 
should be allowed to exempt some products from tariff cuts.  Switzerland also argues for using a 
request and offer approach to negotiating tariff reductions. 

 
In their proposals, the developing and transition economies describe at length what 

developed countries should do, but suggest very few reforms that they are willing to undertake 
themselves.  In fact, CARICOM proposes that they should be exempt from tariff reductions, 
while the other developing countries propose that they should receive special and differential 
treatment.  The CARICOM proposal along with some of the other proposals highlight the need 
for developing countries to maintain preferential access under the generalized system of 
preferences (GSP) and certain regional agreements.  They propose substantial cuts in the tariffs 
they face, with especially large cuts in tariffs on tropical products and cotton.  Cuba et. al. and 
the CARICOM propose that developed countries substantially reduce tariffs, convert all types of 
tariffs to their ad valorem equivalents, and eliminate seasonal and variable tariffs. They propose 
using a weighted tariff reduction formula that reduces high tariffs more than low tariffs. India 
proposes developing a "food security box" for the poorest of the developing countries.  They 
reason that protectionism in developed countries has lowered world commodity prices to such an 
extent that developing countries should be allowed to increase their bound tariffs to offset the 
negative impacts of developed country protection.  They also propose that developing countries 
should not be required to provide any level of minimum access commitments. 

 
Canada advocates zero-for-zero agreements in certain sectors where liberalization might 

include the complete elimination of tariffs, export subsidies and export taxes.   The United States 
also proposes that WTO members engage in sector specific accelerated reform, but does not limit 
this reform to zero-for-zero or harmonization initiatives. Oilseeds and products, pork, barley, and 
barley malt are often suggested as potential zero-for-zero candidates.  However, no other country 
has indicated its support for this type of initiative.  Korea and Japan have specifically rejected 
negotiating any sectoral accords.  

 
 
 
 

                                                 
24 The request and offer approach is discussed in section 4.1. 
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3.2 Tariff Rate Quotas and Administration 
 
There are three intertwined issues concerning the negotiation of changes in tariff rate 

quotas: 1) the levels of in-quota and over-quota tariffs; 2) the minimum access commitment; and 
3) the method of tariff rate quota administration.   

 
There is a general consensus that the administration of tariff rate quotas must be 

addressed.  The goal is to ensure that the quota is filled, and if possible by the lowest cost 
suppliers.  This has lead Cuba et. al. to propose uniform rules across countries.  Most other 
countries do not propose uniform rules, but instead propose that whatever rules are adopted be 
fair, transparent and have the goal of eliminating tariff rate quota underfill.   

 
The United States proposes that a specific mechanism should be created to kick-in 

whenever there is underfill.  However, they do not specify what the mechanism should be, or 
how to determine if underfill results from administrative rules or from a lack of demand.  

 
Some countries including the United States and India call for the eventual phasing out of 

TRQs. In the interim, India advocates greater transparency in TRQ administration through 
uniform guidelines.  Canada is the only Member to call for the expansion of TRQs to other 
commodities. The Canadian proposal advocates that a tariff rate quota should be established for 
any product whose tariff is above a given level.  Currently, only those commodities that were 
tariffied in the Uruguay Round have tariff rate quotas.  It is unclear how many commodities 
would fall under this high tariff, non-TRQ category, and whether the additional administrative 
burdens of a tariff rate quota justify the creation of new TRQs.  It may be that these tariffs are 
better handled with a tariff reduction formula that involves significant cuts to high single-stage 
tariffs rather than through the creation of more managed trade using tariff rate quotas. 

 
Canada also proposes that all with-in quota tariffs should be set to zero, eliminating it as 

a source of underfill but ignoring any increased distortions in the distribution of trade.  However, 
some countries have not differentiated their in-quota and over-quota tariffs, instead applying one 
tariff to all imports.  Acceptance of the Canadian proposal would involve a major change in 
import administration for these countries.   

 
Canada suggests that over-quota tariff reductions should take account of the amount of 

minimum access provided.  In essence, the more minimum access provided, the smaller the 
reduction in over-quota tariffs required.  Operationally this sounds complex but it recognizes that 
from the point of view of domestic consumers and exporters, there is a trade-off between 
increased minimum access, which provides guaranteed market access, and lower over-quota 
tariffs which given their starting point, may not provide much in the way of additional access.  
How to negotiate megatariff reductions and minimum access increases are clearly among the 
most difficult issues facing the negotiators. 
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3.3 Safeguards 
 
Article 5 of the URAA created a special safeguard provision for those commodities 

subject to tariffication in the Uruguay Round, and where the member designated the commodity 
with a SSG in its country schedule (Section 2.6).   

 
Only the negotiating proposal of the United States calls for an elimination of the special 

safeguard, although the Cairns Group proposes elimination for developed countries but not for 
developing countries.  India promotes the SSG as a must for sustainable agricultural 
development in developing countries, and advocates including provisions in the SSG for 
developing countries to apply quantitative restrictions.   

 
The EU and Japan propose retention of the special safeguard with Japan going even 

further, suggesting that the special safeguard should be extended to cover seasonal and 
perishable products.  India proposes that the special safeguard should be maintained and 
extended to include all commodities in developing countries.   

 
 

3.4  State Trading Importers 
 
Only five of the country proposals explicitly mention state trading importers (STIs).  The 

United States proposes eliminating the monopoly rights of state trading importers and improving 
the transparency of STIs.  Three of the other four proposals appear to suggest only minor 
changes to the existing situation.  Canada, Mauritius and Mali ask that the existing rules be 
followed.  Japan proposes that different rules should be established for state trading exporters 
and state trading importers. 

 
 

3.5 Special and Differential Treatment  
 
The European Union proposal goes the furthest in providing developing countries access 

to developed country markets by suggesting that most products from developing countries should 
be given duty-free access to developed country markets.  The Cairns Group proposal is more 
modest, proposing fuller liberalization of tropical products, deeper tariff cuts on products of 
interest to developing countries, and the establishment of less restrictive rules for tariff rate 
quotas.  The United States proposal is more modest and rather vague on this issue, indicating 
only that the products of developing countries should be taken into account when making tariff 
cuts.   

 
The four themes of the importing developing country proposals are: 1) their exports 

should enter developed county markets at low or zero duties; 2) trade preferences for developing 
countries should be maintained; 3) many WTO disciplines should not apply to developing 
countries; and 4) developing countries should be allowed to pursue non-trade concerns, 
especially food security using both domestic and trade policy.  Japan joins with these developing 
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countries in calling for the recognition of food security as a legitimate goal of trade policy and 
asking for the consideration of a food stockpile. 

 
 

3.6 Non-Trade Concerns 
 
Article 20 of the URAA in describing the need for a continuation of the reform process 

indicates that in moving towards a long-term objective of substantial progressive reductions in 
support and protection that negotiators are to take into account non-trade concerns, special and 
differential treatment for developing country Members, and the objective to establish a fair and 
market oriented agricultural trading system. 

 
Non-trade concerns range from the public good spillovers of agricultural production to 

concerns over food security, rural development, poverty alleviation, the environment, production 
technology, animal welfare, food quality and process standards.  The degree of disagreement 
between countries that see trade liberalization as a way to enhance economic growth and to raise 
standards of living, and those countries that view agriculture as deserving of special treatment is 
perhaps best captured in the response of Argentina to the European Union’s submission (WTO 
2000a): 

 
"The European Community has been kind enough to put forward a 

number of proposals for the agricultural negotiations.  Some of these concerning 
food quality, the blue box and the strange concept of "animal welfare" are very 
far removed from our positions, which are based on the clearer and universal 
concept of the quest for human welfare.  Human welfare in developing countries, 
whose agricultural production is being endangered by subsidies; human welfare 
in net exporting countries, which are being kept out of markets where there is a 
reliable source of demand; and global human welfare, which is being affected by 
environmental damage as a result of non-sustainable production technologies." 

 
While this statement would not be embraced by a number of developing countries, it does 

illustrate the different viewpoints the negotiators will be attempting to bridge.  The differences in 
philosophy are much wider than can be captured in the somewhat sterile analysis of the different 
negotiating options discussed in section 4. 
 
 
3.7 Transitional Issues 

 
The Cairns Group proposal on market access also advocates what it calls “substantial 

down payments” to ensure that the reform process continues during the negotiations.  It states 
that this down payment should comprise a substantial tariff reduction consistent with levels that 
would have been required if the UR reform process had continued at the same pace, and a 
substantial expansion of tariff quota volumes, consistent with the levels that would have been 
required if the UR process had continued.  India also advocates a down payment as proof of the 
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negotiators commitment to the reform process and to ensure reform continues during the 
negotiations.   
 
 
 
4.0 Negotiating Options  
 

There are many ways to reform market access, but little agreement exists on what 
constitutes the best approach as each option results in different costs and benefits.  The objective 
of the current negotiations is “substantial progressive reductions in support and protection 
resulting in fundamental reform.”  While this goal is consistent with the economist’s objective of 
minimizing distortions in global resource allocation, the underlying objective of most negotiators 
is still mercantilist.  They seek enhanced and more secure access to other markets, and in return 
they offer reductions in their own border measures as a concession.  However, regardless of the 
method used to conduct the negotiations, the following market access issues must be addressed: 

 

• the level and dispersion of tariffs; 

• reform of TRQ administration; 

• special and differential treatment for developing countries;  

• refinement of safeguards for market access; and 

• non-trade concerns. 

 

4.1  Negotiating Technique 
 
Negotiating techniques can involve either formula reductions in border measures, or the 

approach used in the first five rounds of GATT negotiations of “requests and offers”.  Using the 
request and offer approach, participants try to balance the “concessions” they are offering against 
those that they seek.   

 
The request and offer approach is mercantilist because it attempts to balance increased 

imports with increased export opportunities.  By its nature, it is a sectoral approach where tariff 
reductions are negotiated line-by-line.  The main advantage of this approach is that it has 
frequently been used in prior rounds, and it provides a last ditch approach if other methods are 
not feasible.25    This approach may make sense for industrial tariffs where the rates are 
uniformly low and there are few peaks to eliminate.  The problem with this approach is that 
                                                 

25 The request and offer approach was used in industrial tariff negotiation in the Uruguay Round, subject to the 
overall target of an average rate reduction of 30 percent.  Despite widespread support from other participants, 
including other members of the Quad, for a formula based approach, the request and offer approach was effectively 
decided by the United States, which insisted that, it would only negotiate on an item by item basis (Laird 1998). 
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highly protected sectors remain entrenched because they have nothing to “gain” in export 
markets. Therefore, the request and offer approach reinforces the tendency to focus on a few 
sectors.  The result is that trade dispersion increases and the degree to which average rates of 
protection fall depends on the appetites of the major trading regions. The negotiations are 
essentially bilateral, between principal suppliers; with the results extended to other WTO 
members through the MFN principle.  As a result, smaller countries, which include almost all 
developing nations, play a passive role in the negotiations. 

 
Another form of sectoral negotiation conducted on a multilateral basis is the “zero-for-

zero” approach. In the Uruguay Round, zero-for-zero reductions were made in the areas of 
agricultural equipment, beer, certain chemicals, construction equipment, distilled spirits, 
furniture, medical equipment, paper, pharmaceuticals, steel and toys.  In an agricultural context, 
zero-for-zero refers to the elimination of both tariffs and export subsidies/taxes.  The advantage 
of this approach is the opportunity to achieve greater market access for specific commodities 
with already low levels of protection (Meilke, Wensley and Cluff  2001).  However, the 
approach is unlikely to open heavily protected markets and it may even entrench protection in 
these sectors, since there are fewer gains to be had elsewhere in return for concessions in the 
sensitive products.  Conversely, it does allow trade liberalization to proceed, to nearly free trade, 
in sectors where there is a shared political will among the significant players. 

 
The other major negotiating approach involves formula cuts in tariffs.  Formula 

reductions can be as simple as an across-the-board cut of 50 percent in all tariffs over a fixed 
period, or as complicated as the negotiators’ imaginations allow.  The advantage of a formula 
approach is that it can produce very different results depending on the formula that is adopted.  
There are two generic types of formulas: 1) linear reductions that target the level of tariffs, and 2) 
harmonization formulas that target both the level and the dispersion of tariffs (Wainio, Gibson 
and Whitley 2001). Linear reductions provide across-the-board cuts, while harmonization 
formulas reduce high tariffs proportionately more than low tariffs.  

 
The problem of tariff dispersion, including tariff peaks and tariff escalation, is best 

addressed with a harmonization formula.  The best-known formula is the Swiss method, which 
was applied in the Tokyo Round.  This formula is designed to achieve deeper cuts in high tariffs 
and to specifically address the problem of tariff peaks.  The formula is T1=aT0/(a+T0), where T0 is 
the initial tariff, T1 is the new tariff and a is a parameter that determines the depth of cut.  The 
reduction parameter, a, used in the Tokyo Round was 16, but this reduction method was designed 
for initial tariffs that were less than 50 percent (Laird 1998).  With the parameter a = 16 a tariff of 
350 percent is reduced to 15 percent; with a = 60 the reduced tariff is 51 percent; with a = 140 the 
reduced tariff is 100 percent.  These reductions are illustrated in Figure 4.   

 
More complex tariff cutting schemes, which Josling and Rae (1999) refer to as a 

"cocktail" approach, can be developed by combining a reduction formula with a set of 
constraints, such as a ceiling on the tariff level and the elimination of  "nuisance" tariffs below a 
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specified level.26  For instance they suggest a cocktail, that combines formulas so that all tariffs 
under 10 percent are eliminated, tariffs between 10 and 85 percent are reduced by 36 percent, 
and all tariffs over 85 percent are reduced using a Swiss formula with a = 150.27   The essential 
point here is that harmonization formulas are flexible enough that the negotiators can achieve 
any degree of tariff liberalization they wish.  The most important ingredient needed is the 
political will to make the cuts required to result in greatly improved market access opportunities. 
 

Concurrent with decisions on a tariff reduction formula, and the desired depth of cuts are 
a number of more technical issues related to tariffs that will have to be negotiated.  These are 
discussed in the next section. 

 
 

4.2 Tariffs 
 

Any formula designed to cut average tariff levels requires negotiators to specify the base 
period for the tariff cuts, and the averaging formula to be used.   

 
In the URAA, industrial countries bound most agricultural tariffs at the 1986-88 level of 

their applied tariffs. Many developing countries, however, established bound tariffs that were 
well above their applied rates.  One option for establishing the base level for tariffs is to start the 
next round of liberalization from the applied, rather than the bound level. This approach removes 
the discretionary element of the current system of bound tariffs.  It rewards those countries that 
set their tariffs close to the bound level, and penalizes those countries with relatively open 
markets that rely on stabilization schemes such as price bands.  The first group includes mostly 
developed countries, while the second group includes mostly developing countries.   

 
A second option for the base level tariff is to use Members’ tariffs from the final year of 

implementation of the Uruguay Round cuts.  However, most WTO members want to start from 
existing bound rates, given that otherwise countries which have unilaterally reduced tariffs since 
the base period for the URAA would not receive credit for their reforms.  Establishing a new 
base for tariff reductions would be quite controversial with the issue of providing credit for 
reforms undertaken since the UR complicating the process. 

 
A third and less controversial option for a base period would be to use the same base 

selected for the Uruguay Round (Tangermann 1997).   This approach could be extended further, 
by cutting tariffs in roughly the same manner as in the URAA. This option would emphasize the 
continuity of the liberalization process and avoid the difficulty of establishing a new base.  In the 
Uruguay Round members exploited the simple average 36 percent overall reduction by applying 
a minimum 15 percent reduction for the most sensitive products and achieving the overall 
reduction target by making large cuts in small tariffs.  This avenue of continuing to protect the 

                                                 
26  Wainio, Gibson, and Whitley (2001) evaluate a number of alternative formulas. 
27 The removal of tariffs under ten percent would largely eliminate tariffs in the more open economies, leaving 

only megatariffs as impediments to trade. 
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most sensitive sectors with minimal cuts has become more difficult because there are fewer low 
tariffs to trade-off in the overall average.  However, this approach still allows flexibility in 
avoiding liberalization of some sectors.  Designing special rules to decrease the dispersion in 
tariffs resulting from a repetition of the UR procedures would also complicate the process.  
However, if all nuisance tariffs were eliminated separately and not counted in the overall 
reduction formula this approach looks much more promising and it avoids the necessity of 
calculating ad valorem tariffs as would be required with harmonization formulas.  

 
Having selected a base period for tariff reductions, another problem is determining the 

appropriate averaging technique to aggregate across commodity groups.  The choice of 
averaging technique is important for establishing an overall target for tariff reduction 
commitments in agriculture.   In past rounds, targets for the overall reduction in tariffs on 
industrial products were set in terms of import-weighted averages (Laird 1998).   This approach 
was not used for agriculture, where simple averages were used to determine the depth of cut.28  
As discussed in section 2.1, each of the averaging methods: simple average, trade-weighted, and 
consumption and production weighted aggregation techniques have limitations.  The minimum 
15 percent reduction for each tariff line was intended to solve the problems associated with a 
simple average weighting scheme, but ultimately it allowed WTO members too much flexibility 
- and it was used to avoid meaningful reductions for tariffs on sensitive products.  An alternative 
method of mitigating the problems with a tariff reduction target based on a simple average is to 
establish a ceiling rate for any tariff.   

 
Simplification of the tariff structure is another outstanding issue.  Calls for eliminating 

complex tariffs (i.e. combinations of specific and ad valorem tariffs) should be welcomed as 
efforts to increase the transparency of the system.  Just one type of duty, an ad valorem tariff 
would maximize system transparency. 

 
 The challenges of tariff negotiations are magnified because of TRQs.  Increasing market 

access depends on which of the three components of the tariff rate quota are binding and how 
much they are liberalized.  Furthermore, it is not just which component is constraining market 
access today that is important, but also which will restrict market access in the future.  Abbott 
and Morse (2000) argue that the maximum benefits for developing countries would come from 
tariff reductions not from quota enlargement. Skully (2001) argues that for the 25 percent of 
TRQs with low fill rates (less than 20 percent) it is the in-quota tariff that is the binding 
constraint and therefore it should be lowered.  Fifty percent of TRQs have fill rates over 80 
percent (Figure 5).  For practical purposes this level of fill can be assumed to be complete so that 
lowering the in-quota tariff in this case simply creates more economic rents.  Reducing over-
quota tariffs is always an appropriate policy response because even though access may not 
increase, the policy does not create additional distortions.  Again existing tariff cutting formulas 
are sufficiently flexible to achieve any of these objectives.  In cases where the quota is not 
binding, the over-quota tariff may play a role as a contingency to prevent surges.  However, this 
                                                 

28 Import weights were not used because many markets involved little or no trade because of the prevalence of 
non-tariff barriers. 
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is the role that was intended for the SSG.  A permanent SSG may well become the concession 
necessary for meaningful reductions in over-quota tariffs.  

 
Another strategy for reducing trade barriers involves replacing arbitrarily awarded TRQ 

access with auctions, then using the auction prices to establish a true tariff equivalent. These 
tariff equivalents could be used to set the initial, bound over-quota tariff, which would be 
gradually reduced. An alternative approach would be to establish resale markets for quota rights.  
This would avoid the need to develop a potentially expensive bureaucratic structure, and if resale 
markets are monitored they would also provide information on the true tariff equivalents for the 
products being traded.   These strategies are appealing because they would minimize disruptions 
to markets by gradually reducing trade barriers, while at the same time providing meaningful 
market access opportunities. The approach of course depends on the feasibility of auctions or 
resale markets and might require a long implementation period.  The tariff equivalents may vary 
considerably from year to year and this in turn may lead to disputes over the appropriate base 
period for the tariff equivalent.  

 
Fully eliminating one component of the TRQ is an alternative to the incremental 

approach.  An infinite expansion of the minimum access commitment would eliminate the 
problems of a TRQ.  Eliminating the over-quota tariff would achieve the same end.   Conversely, 
eliminating the in-quota tariff may not improve market access.  The best long-run solution is 
therefore to eliminate TRQs.  Unfortunately, agricultural exporting countries who currently 
enjoy preferential market access under TRQs may not be strong proponents of their elimination, 
and if they do not push for this, then who will? 

 
If TRQs are not eliminated tariff reductions only address two of a TRQ’s three 

components.  Liberalization of the minimum access commitment addresses the third component, 
and disciplines on TRQ administration address a closely related concern.   Josling (1998) and 
Anderson (1999) advocate expanding the size of the minimum access commitment as the only 
practical method of liberalizing the entrenched protection inherent in the system of TRQs.  
Expanding the minimum access commitment is useful when imports equal the quota, indicating 
that there is excess demand for the import.  As well, quota rents would be affected.29   

 
Rents may also increase when a non-binding constraint is further relaxed, such as 

lowering the in-quota tariff when the quota is binding.  Quota rents are important in the  
negotiations because of their potential to bias trade.  The rationing of limited supplies and the 
distribution of rents are addressed through TRQ administration.  TRQ administration is judged 
by two criteria: quota fill and bias in the distribution of trade.  Market based allocation methods 
such as quota auctions and unrestricted re-sale of quota rights capture quota rents and remove the 
incentive for biased trade.   Determining the best allocation method to ensure maximum fill with 
excess demand at the in-quota tariff is more challenging.  Complete fill should occur as long as 
economic rents exceed transactions costs.   Administered techniques - historic access, state 
                                                 

29 With an inelastic demand rents will decline as quota is increased, but with an elastic demand quota rents will 
increase as the import quota is expanded. 
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trading enterprises, etc. - may be less complex than auctions, and may involve fewer transactions 
costs for importers/exporters. However, these methods are not responsive to market conditions 
and may involve less transparent transactions costs such as political preferences.  Unfortunately, 
the best choice of quota administration method, in the face of transactions costs, is specific to the 
product that is being traded. 

 
There is general agreement that the base period for the minimum access commitments 

should be updated and made uniform across countries.  In the URAA the "guideline" for 
minimum access was 3 percent of domestic consumption, rising to 5 percent of domestic 
consumption by the end of the implementation period.  However, many countries did not apply 
this guideline.  Hence, a new set of domestic consumption figures and current access 
commitments, as a percent of domestic consumption, should be developed so that all countries 
are working from a common base.  Simultaneously, with the development of a new base period 
for minimum access commitments the negotiators will have to determine the level of product 
aggregation at which these commitments will be taken.   

 
What can economists contribute to the negotiations on TRQs, other than the argument 

that the elimination of TRQs is the first best solution and after that lies the messy world of 
second best?  Two broad suggestions are offered here.  First, the negotiators should agree that 
TRQs are a transition mechanism that will eventually be phased out.  Second, the negotiators 
should make sure that all countries are abiding by the same set of transparent rules.  The 
following suggestions follow from the need for transparent rules:   

  

• the level of product aggregation for minimum access commitments should be 
specified;  

• a recent (common) base period for domestic consumption should be established, 
based on the agreed level of product aggregation; 

• countries should be given flexibility in establishing their tariff rate quota 
administration procedures, but these procedures should be transparent;  and 

• resale markets in import quota rights should be established and prices in these 
markets monitored. 

 
With respect to TRQ liberalization a second set of suggestions include: 
 

• tariff reductions should apply to both in-quota and over-quota tariffs; 

• minimum access commitments be expanded to a common percent of  domestic 
consumption with no exceptions; and 
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• the value of import quota rights in resale markets should be monitored, with the 
expectation that these values will be used to help eliminate the "water" in over-quota 
tariffs during the following round of negotiations.  

 

4.3 State Trading Enterprises  
 
Negotiations on state trading enterprises cover a broad range of issues that include both 

importing and exporting, and agricultural and non-agricultural enterprises.  For this reason it is 
difficult to envisage one set of rules for agriculture-based STEs and another set of rules for non-
agricultural STEs.  It is likely that the talks on STEs will have to await a broader set of 
negotiations covering most of the Agreements of the WTO.   

 

Criticisms of importing STEs include: 

• the concern that their presence may affect domestic demand differently than a tariff possibly 
breaking the link between domestic and international prices; 

• that they may discriminate between exporters on a basis other than “commercial 
considerations”; 

• that they may administer TRQs to stifle the competition faced by domestic producers; 

• that they may control grades and standards to dissuade imports; 

• that they benefit by controlling multiple exchange rates, and 

• that they may control the domestic market as well as imports and thereby distort resource 
allocation.30 

 
These criticisms have varying degrees of legitimacy.  Concerns regarding exchange rates, 

and grades and standards are issues of general government policy and STEs are only agents in 
carrying out these functions.  So the problem is more general than the STE issue.  Some of the 
concerns relating to the violation of non-discrimination could possibly be dealt with through 
existing GATT Articles I and XVII:1.  Some of the concerns relate to issues of competition 
policy, which is not regulated by the WTO, so these issues will have to await a much broader set 
of negotiations. Finally, many developing countries often use state trading enterprises to achieve 
the objective of stabilizing domestic markets. It would thus be difficult to develop disciplines to 
improve non-discriminatory market access, while continuing to meet domestic objectives.  It is 
therefore unlikely that these institutions would be forced to disband or lose their monopoly 
status. 

 

                                                 
30 The OECD (2001b) dis cusses a broader list of concerns. 
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Given the likelihood that bargaining on STEs will occur in a broader set of negotiations 
than those dealing strictly with the Agreement on Agriculture, relatively few policy options are 
advanced in this paper.  Issues of TRQ administration by STEs can be dealt with under the 
general heading of TRQs.  Additional reporting obligations may be forthcoming to increase the 
transparency of STE operations.  The transparency of operations could be further improved with 
the requirement that the dispersal of imports within the domestic market should be de-politicised 
through arms-length methods such as secondary markets and auctions.   

 
 
4.4 Special and Differential Treatment 
 
 A recurrent theme throughout these negotiations is the treatment of developing countries. 
The objective of preferential treatment for developing countries, both in terms of enhanced 
access to other markets and more gradual, less liberal access to their markets, has been 
formalized in the GATT/WTO since the Tokyo Round in the form of special and differential 
treatment.31 

 
Preferential treatment in these market access negotiations will involve the same issues as 

broader market access.  The level of tariffs and their dispersion should be dealt with using a 
harmonization formula.  However, the effects of liberalization will be asymmetric for developing 
countries since they retain greater levels of protection while receiving preferential access to 
developed country markets.  Harmonization formulas, like the Swiss formula, can be used with 
different parameters for liberalization of DC tariffs than for developed country tariffs.   

 
The EU’s proposal on special and differential treatment for the least developed countries 

will likely open the door for similar preferential arrangements for a broader set of developing 
countries than the EU is currently proposing. Hence, developed countries should be prepared to 
grant developing countries major tariff concessions on all agricultural products, including those 
that are import sensitive, during this Round of negotiations.  In return, developing countries 
should agree to liberalize their own agricultural markets, and a longer transition period for tariff 
reductions could be provided.  In addition, developing countries should agree to pursue their 
non-trade concerns using instruments that are consistent with less border protection.  Following 
this approach may require additional financial aid from developed countries, and perhaps even 
new international institutions.  However, the provision of some additional financial support to 
address non-trade concerns in developing countries is a small price to pay for finally obtaining 
meaningful reductions in agricultural trade barriers. 

 

                                                 
31 The ministerial declaration in Marrakesh (April 1994) dealt with possible negative effects of agricultural trade 

reforms on the food security of the least developed countries and net food importing countries.  The declaration does 
not deal directly with market access but does address issues such as food aid requirements, export credit treatment, 
and short term financing. 
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Transition period flexibility is provided in practically all of the WTO Agreements32. In 
the majority of cases, flexibility takes the form of a slower rate of implementation of agreed 
commitments. The justification for the additional time relates to the institutional capacity of 
developing countries, and the time needed to strengthen institutions and to implement 
agreements. 

   
In terms of TRQ administration, most developing countries, with the exception of the 

Philippines and South Korea, apply one-tier tariffs and do not enforce the quota or collect over-
quota duties.  Where quotas are applied, they are adjusted annually based on domestic market 
conditions and generally are not enforced.  The over-quota tariff was notified for its contingent 
value so that tariffs could be raised later if circumstances require.  This is a role that is much 
better suited to a special safeguard mechanism.  However, the special agricultural safeguard only 
applies to those commodities that have been tariffied.  Creation of a special developing country 
safeguard may be a consideration for the large number of developing country products where the 
bound rate substantially exceeds the applied tariff.  Special treatment in terms of bindings should 
be addressed with a safeguard measure and not through the tariff system. 
 
 
4.5 Discretionary Duties 

 
 Any discretionary duty that allows the importer to control the duty-paid import price at a 

target level insulates its domestic market from world price fluctuations and stymies allocative 
efficiency because market signals are not transmitted across markets.  Administrative rules that 
prohibit instruments such as price bands and preference margins may improve market efficiency, 
or become redundant as WTO members develop new instruments that have substantially the 
same effect.  Closing the gap between bound and applied tariffs is the most effective method of 
eliminating discretionary duties and their associated market distorting effects.   To the extent that 
these discretionary instruments are used to stabilize markets, a more transparent and temporary 
measure is a safeguard. 

  
 

4.6  Safeguards 
 
For almost all WTO members, some sectors are politically sensitive, and so they reserved 

the right to take trade actions quickly through the SSG if imports threatened domestic producers.  
The first issue in the negotiations is whether the SSG should be continued beyond the prescribed 
end of the URAA reform.  One interpretation of the URAA is that the safeguard will continue as 
long as the reform processes continues, and so will continue if further reform is undertaken.   

 
Opponents of extending the SSG point to the “emergency safeguard” (Article XIX) 

provisions that allow members to take action if increased imports cause or threaten to cause 
serious injury to a domestic industry.  They argue that this safeguard is sufficient for agricultural 
                                                 

32 Exceptions include anti-dumping and pre-shipment inspection. 
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trade as well.  They see this as an important step towards subjecting agricultural trade to the 
same WTO rules that apply to all other goods.  

 
Another view is that the SSG is an essential element for achieving domestic agreement 

for further trade liberalization.  The political reality of agricultural reform in many countries is 
that politicians and farm organizations demand some discretionary control of trade flows.  They 
need the assurance that action can be taken, if necessary, to counter large, price-depressing 
inflows of products.  Given that a SSG is inherently distortionary, accepting this mechanism as a 
compromise to get further tariff liberalization requires the development of rules to ensure that 
this mechanism will not become more distortionary than the measures it replaces.  To this end, 
providing smaller offsets (tariff increases) to the fall in domestic prices, or shortening the period 
for the quantity trigger to six months would tighten the current criteria.  However, tightening the 
SSG criteria will make it less desirable as a political trade-off for further tariff or minimum 
access liberalization.  The negotiators should attempt to keep this mechanism as transparent as 
possible so that the affected parties are provided with adequate notification time and information 
about additional duties. The use of the SSG should be time limited and regulated with renewals 
and extensions judged by a technical committee comprised of a third party representative, and 
possibly involving an injury test. 

 
Proponents of an agricultural SSG point to the level of transparency that is achieved if 

nations use a safeguard rather than price bands, reference prices and applied tariffs that are 
varied in response to changes in import prices (Josling and Rae 1999).  Nations would retain the 
right to take prescribed actions, but would forgo the use of trade distorting policy instruments, 
such as the EU reference price system.  This use of an agricultural SSG could contribute 
significantly to a compromise in the negotiation: transparency of actions is the cost of 
maintaining discretionary control of imports.   

 
 
4.7  Non-Trade Concerns 

 
Multifunctionality and non-trade concerns are nebulous and ill-defined concepts.  The 

lack of a concrete definition contributes to the confusion about trade impacts and policy options.  
Moreover, nations continue to table papers that talk past each other.  Papers tabled by Japan, 
Norway and others extol the virtues of agricultural production and its many beneficial impacts on 
the countryside and rural communities.  New Zealand, Australia and others admit that these 
virtues exist, but their proposals lecture other nations on the “appropriate” approach to providing 
them.    

 
A first step towards improving the dialogue would be to catalogue all possible elements 

of multifunctionality, and then to address the set of policy options that should be used to achieve 
them.  This is more an issue for domestic support than for market access.  Production-linked, 
positive externalities and food security are two important components of most non-trade 
concerns.  At issue, is whether either of these concerns justifies using border measures.  This 
paper takes the view that they do not.  At least at a theoretical level, border measures should not 
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be admitted into the set of acceptable policies.  Denying market access is not an economically 
sound or minimally trade distorting policy option.  However, the EU, Japan and a host of 
developing countries are unlikely to drop their demands for further recognition of non-trade 
concerns in the WTO.  Trade negotiators will have to decide if a set of carefully prescribed 
domestic production subsides designed to meet non-trade concerns should be allowed in the 
green box.  This may be the tradeoff required to make significant progress in lowering border 
protection.    

 
 
 
5.0 Conclusions 

 
It would be foolish to try and predict the outcome of the current negotiations on 

agriculture.  However, it is possible to visualize "packages" of outcomes that cover most of the 
negotiating issues related to market access.  Three such packages are outlined in table 12. 

  
If a package of reforms similar to those described in the second column of table 12 were 

adopted it would have only a minimal effect on agricultural trade.  Reforms of this nature could 
be used to keep the liberalization movement alive, while at the same time admitting that little 
real progress could be made.  The negotiating technique would be request and offer and the 
starting point would be the current bound level of tariffs.  Countries would agree to small 
reductions in both in-quota and over-quota tariffs, and a common base period for minimum 
access commitments would be established.  Minimum access would then be defined as five 
percent of the newly established base period consumption, the "guideline" level established in 
the UR.  The tariff reforms would increase the dispersion of tariffs, and no attempt would be 
made to reduce the complexity of tariffs.  Some products would not be subject to tariff cuts 
because of the request and offer approach.  No change would be made to the current agricultural 
safeguard mechanism, to rules governing TRQ administration, or to the disciplines on state 
trading importers.  Developing countries would be allowed the same latitude as they were under 
the UR's special and differential treatment.   

  
 The third column of table 12 describes a modest liberalization package that, if adopted, 

would continue the UR reforms and provide a modest improvement in agricultural trade.  It 
would rely on the UR formula for tariff cuts and would impose the same reduction commitments, 
starting from the current level of bound tariffs.  Complex tariffs would have to be converted to 
either specific or ad valorem tariffs and there would be no exceptions from the tariff cuts.  
However, with the flexibility of the UR formula, tariff cuts to sensitive commodities would be 
limited.  The major liberalization of TRQ commodities would come from the expansion of the 
minimum access commitment to seven percent of an updated and uniform domestic consumption 
level.  In addition, countries would agree to uniform rules for administering TRQ and to rule 
changes that would make the safeguard mechanism more equitable, less restraining and more 
transparent than the current special agricultural safeguard.   Under special and differential 
treatment the least developed countries would be allowed tariff free access to developed country 
markets, with few or no exceptions.  As in the UR, developing countries would face smaller 
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tariff cuts and have a longer implementation period, but they would not be totally exempt from 
any obligations.   

 
 The elements of a liberalization package that, if adopted, would provide major gains from 

trade is described in the last column of table 12.  In order to achieve a significant liberalization of 
agricultural trade a cocktail approach is taken towards tariff cuts, using a Swiss formula, plus a 
tariff ceiling to reduce both the level and the dispersion of tariffs.  In addition, all tariffs below a 
specified level would be eliminated.  The starting point for tariff reductions would be current 
applied rates, and tariff complexity would be eliminated by converting to only ad valorem tariffs.  
With respect to the commodities covered by TRQs, the in-quota tariff would be eliminated and 
over-quota tariffs would be subject to the tariff ceiling.  The minimum access commitment 
would be expanded to ten percent of a uniform base level of domestic consumption.  All import 
quota rights would be sold via auction.  The special agricultural safeguard mechanism would be 
eliminated, and import surges in agriculture would come under the same rules that govern all 
other products.  The monopoly rights of state trading importers would be eliminated.  All 
developing countries would be offered tariff free access to developed country markets for all of 
their exports, and in return their only exemption from the general agreement would be a slower 
implementation period for tariff reductions, coupled with increased aid for infrastructure from 
the developed world. 

 
 Which of these outcomes is most likely?  At this juncture it is difficult to be optimistic 
about the prospects for a major liberalization of agricultural trade.  If a new round of multilateral 
trade negotiations is launched in November 2001, then the prospects brighten somewhat.  
However, there still remains the need for a strong and forceful proponent of the gains from trade 
in agriculture - one equally willing to forge the difficult compromises that lie ahead. 
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Appendix I 

 
The volume of exports that triggers a SSG action is based on two factors: 1) existing 

market penetration; and 2) growth in domestic consumption of the product.  In general, the 
greater the degree of market access, the lower the surge needed to trigger a safeguard action, and 
the formula ensures that imports will capture any growth in consumption before SSG duties may 
be levied.  The market access opportunities (MAO) represent the percent of consumption 
satisfied by imports during the last three years for which data is available.  For the data shown in 
the box, the average levels of imports and consumption are 7,000 and 20,000, respectively, so the 
MAO is 3 percent.  If the MAO is less than 10 percent, a ‘base trigger level’ is set at 125 percent, 
between 10 and 20 percent it is set at 110 percent, and if the MAO is greater than 30 percent, the 
base trigger level is set at 105 percent.  For the sample data, the base trigger level is 105 percent.  
It is multiplied by the average level of imports for the most recent year to arrive at the first of the 
two numbers (1.05*7,000), which is subsequently summed with the change in consumption 
between the two most recent years to give the volume trigger.  In this case, the change in the 
most recent two years is 10000, so the trigger level is 17,350.  If the surge in imports exceeds 
this trigger, a SSG duty up to one-third of the existing duty may be applied to imports.  In 
practice, the tariff is applied to imports from all sources. 

  

The price trigger is somewhat less complex, and allows progressively higher SSG duties 
as the c.i.f. import price (or an appropriately adjusted price reflecting the product’s quality and 
stage of processing) falls below a reference price.  (Conceptually, the table is similar to the 
amount of tax owed under a progressive income tax system.)  The reference price is a simple 
average of prices for 1986 to 1988.  The table summarizes the application rule.  If the reference 
price is 60 and imports are entering at a price of 30, then there is a price difference of 50 percent.  

The additional duty in this case equals 30 percent of the first 30 percent, plus 50 percent of the 
additional 10 percent yielding an additional duty of 14 percent.  This duty can be charged on 
individual shipments if the price of that shipment falls below the reference price.  This is an 
important difference between the volume and price trigger.  In practice, it would seem that the 

D o m e s t ic  
C o n s u m p t io n  I m p o r t s  

Y e a r  1  1 0 0 0 0  4 0 0 0  
Y e a r  2  2 0 0 0 0  5 0 0 0  
Y e a r  3  3 0 0 0 0  1 2 0 0 0  
A v e r a g e  2 0 0 0 0  7 0 0 0  
M A O  =  ( 7 0 0 0 / 2 0 0 0 0 )  =  3 5  % ,  s o  B a s e  T r i g g e r  
L e v e l  i s  1 0 5 %  
X  =  7 0 0 0 * 1 . 0 5  =  7 3 5 0  
Y  =  3 0 0 0 0  –  2 0 0 0 0  =  1 0 0 0 0  
T r i g g e r  L e v e l  =  7 3 5 0  +  1 0 0 0 0  =  1 7 3 5 0  
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price-based duties could be placed on imports regardless of the level of imports.  However, the 
SSG duties may not be imposed on quantities for which current or minimum access 
commitments were made during the Uruguay Round, and only one type of duty may be applied 
at any given time to any given good. 

 
 
 

Price Difference Additional Duty 

Not more than 10 per cent None 

Between 10 and 40 per cent 30% of the amount by which the difference exceeds 10% 

Between 40 and 60 per cent 50% of the amount by which the difference exceeds 40% 

Between 60 and 75 per cent 70% of the amount by which the difference exceeds 60% 

Over 75 per cent 90% of the amount by which the difference exceeds 75% 
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Table 1: Market Price Support as a Percent of the Producer Support Estimate and in  
    Billions of US Dollars  
 

 
Country 1986-88 1991-93 1999 1986-88 1991-93 1999 
 Percent Billion US dollars 
Australia 43 61 36 5.1 0.8 0.4 
Canada 49 56 57 2.7 3.2 2.2 
Czech Republic 78 95 70 3.6 1.5 0.6 
EU 85 75 63 80.9 98.3 72.1 
Hungary 75 74 52 2.3 0.7 0.5 
Iceland 87 70 55 0.2 0.1 0.1 
Japan 90 91 92 48.3 50.6 54.2 
Korea 99 96 96 12.1 19.6 18.3 
Mexico - 86 70 - 8.6 4.0 
New Zealand 26 70 78 0.1 0.1 0.1 
Norway 46 46 43 1.2 1.5 1.1 
Poland 63 - 83 2.5 - 2.7 
Switzerland 82 80 61 4.1 4.5 3.0 
Turkey 75 83 89 0.0 7.6 10.6 
United States 46 55 40 19.3 19.3 21.6 
OECD  78 77 68 192.0 224.8 192.3 
 
Source: OECD. 2000. 
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Table 2: Average Bound Tariffs for Agricultural Tariff Rate Quota Products 
 
 Country Simple Average Bound Tariff 
 In-quota Over-quota % Mark-up 
Australia 7 27 286 
Canada 8 203 243 
Czech Republic 27 49 81 
EU 8 45 463 
Hungary 21 39 86 
Iceland 51 223 337 
Japan 20 274 1270 
Korea 21 366 1643 
Mexico 49 41 -16 
New Zealand 0 7  
Norway 216 239 11 
Poland 25 56 124 
Switzerland 36 81 125 
United States 10 29 190 
OECD Avg. 36 120 336 
 
Source: OECD.  2001a. 
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Table 3:  The Restrictiveness of Tariffs:  A Two-Country Comparison of Some Aggregate 
     Measures of  Agricultural Tariffs 

 
 

Measure  Comments United 
States 

Canada 

Average, unweighted “Large number” bias may not reflect 
actual trade impacts  

9.5 33.5 

Import-weighted 
average 

Downward bias since  restrictive tariffs 
result in lower import shares 

7.6 10.4 

Production-weighted 
average 

Upward bias since restrictive tariffs 
stimulate protected production 

8.6 43.9 

Consumption-
weighted average 
(agric. cons. only) 

Reflects distorted consumption patterns; 
incorporates the offsetting biases of 
import and production weights 

8.5 44.6 

Trade restrictiveness 
index (TRI), with 
elimination of 
agricultural tariffs   

Measures the uniform (economy-wide) 
tariff surcharge that results in the same 
balance of trade (welfare) as the 
agricultural tariff structure.  Incorporates 
production technologies and consumer 
preferences.  

0.3 2.4 

 
Source:  U.S. tariff data from AMAD and 1999 Canadian tariff data based on calculations from Hemispheric Trade 
and Tariff Data Base http://alca-ftaa.iadb.org/eng/NGMADB_E.HTM.  Aggregate tariff indicators calculated 
using the NAFTA-CGE model (Burfisher, Robinson, Thierfelder, 2000).  The measures do not take into account 
NAFTA preferences. 

http://alca-ftaa.iadb.org/eng/NGMADB_E.HTM
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Table 4: A Two-Country Comparison of Some Measures of Sectoral Tariff Rates 

Sector United States Canada 
 Nominal 

tariff 
ERP GE-ERP 

 
Nominal 

tariff 
ERP GE-ERP 

Wheat 2.6 3.3 6.8 1.0 0.9 -14.3 
Corn 0.6 -0.4 5.3 1.6 1.8 1.7 
Feedgrains 0.6 -0.4 6.0 1.6 2.9 7.1 
Fruits and vegs. 4.7 6.4 -2.1 4.0 7.0 4.1 
Oilseeds 17.7 25.8 2.7 0.0 90.4 1.7 
Other crops 21.5 36.7 0.0 2.4 2.6 -3.8 
Live Poultry 0.6 1.1 3.0 202.0 305.2 -12.9 
Other Livestock 1.1 2.5 2.7 0.2 -2.0 -1.4 
Meats 4.4 71.4 3.0 60.0 106.7 0.8 
Dairy products 42.5 158.5 1.8 252.0 680.1 0.7 
Sugar products 53.4 442.8 0.0 4.9 5.5 4.0 
Processed 
frt&vegs. 

0.1 -5.6 5.2 6.4 6.5 3.1 

Wheat products 0.1 -3.6 5.5 6.3 3.2 6.6 
Feed products 0.0 -8.8 3.8 2.5 -17.9 -3.3 
Corn products 0.0 -17.4 -4.6 0.0 -10.0 -5.6 
Oil and fats 0.0 -42.7 -4.2 11.1 25.8 18.1 
Misc. foods 11.4 18.0 3.3 14.1 16.7 3.1 
Correlation with 
nominal tariff 

-- .89 -.19 -- .95 -.27 

Comments Tariff: 
Height of tariff may 
not be a good indicator 
of changes in supply 
and demand following 
reform.  

ERP:  
Relates tariff on a 
product to tariffs on its 
inputs; measures how a 
whole tariff schedule 
protects the valued 
added of a single 
commodity.   Like the 
nominal tariff, the 
measure is not based 
on  changes in supply 
and demand following 
reform.  

GE-ERP:  
For each sector, GE-
ERP measures the 
uniform tariff 
equivalent that holds 
constant the income of 
the sector’s fixed factor 
(capital) following 
removal of all tariffs, 
i.e., each cell is a 
scenario. Extends the 
ERP to also include 
effects of whole tariff 
schedule on factor 
prices based on 
changes in supply, 
demand, and trade 
following reform. 

Source:  U.S. tariff data from AMAD and 1999 Canadian tariff data based on calculations from Hemispheric Trade 
and Tariff Data Base http://alca-ftaa.iadb.org/eng/NGMADB_E.HTM.   ERP and GE-ERP measures calculated 
using the NAFTA-CGE model (Burfisher, Robinson, Thierfelder, 2000).  The measures do not take into account 
NAFTA preferences. 

http://alca-ftaa.iadb.org/eng/NGMADB_E.HTM
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Table 5: Tariff Rate Quotas by Product Categories 
 
Product category Number of tariff quotas 

Cereals 217 
Oilseeds products 124 
Sugar and sugar products 51 
Dairy products 181 
Meat products 247 
Eggs and egg products 21 
Beverages 35 
Fruit and vegetables 355 
Tobacco 13 
Agricultural fibers 18 
Coffee, tea, spices and processed agricultural products 56 
Other agricultural products 53 

Total all products 1,371 

 
 
Source: WTO.  2000c. G/AG/NG/S/7. 
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Table 6:  Number of Tariff Rate Quotas, by Member 
 

Member 
Number of tariff 

quotas 
Member 

Number of tariff 
quotas 

Australia 2 Malaysia 19 
Barbados 36 Mexico 11 
Brazil 2 Morocco 16 
Bulgaria 73 New Zealand 3 
Canada 21 Nicaragua 9 
Colombia 67 Norway 232 
Costa Rica 27 Panama 19 
Czech Republic 24 Philippines 14 
Ecuador 14 Poland 109 
El Salvador 11 Romania 12 
EC-15 a 87 Slovak Republic 24 
Guatemala 22 Slovenia 20 
Hungary 70 South Africa 53 
Iceland 90 Switzerland 28 
Indonesia 2 Thailand 23 
Israel 12 Tunisia 13 
Japan 20 United States 54 
Korea b 67 Venezuela 61 
Latvia 4 All Members (37) 1,371 

 
Source: WTO.  2000c.  G/AG/NG/S/7. 
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Table 7: Constant vs. Increasing Tariff Rate Quotas: Simple Average Fill Rates by 
    Principal Administration Method, 1995-99 

 
Simple Average Fill Rate (per cent) 

Constant quantities Increasing quantities 
Principal Administration 
Method 

1995 1996 1997 1998 1999 1995 1996 1997 1998 1999 

Applied tariffs 73 67 68 70 100 63 57 56 69 50 

First-come, first-served 67 70 49 52 62 37 42 40 46 86 
Licenses on demand 69 64 66 64 46 49 50 44 41 38 
Auctioning 55 98 100 97 n.a. 24 28 54 41 n.a. 

Historical importers 94 85 85 71 78 84 71 56 54 100 
Imports by state trading 
enterprises 100 100 99 100 n.a. 76 79 88 83 n.a. 

Producer groups/associations      74 53 75 80 n.a. 

Other 100 80 100 100 100 20 26 21 77 99 
Mixed allocation methods 76 85 81 82 70 74 83 87 86 83 
Non-specified 100 51 57 44 41  -    

Simple average fill rate 73 68 67 66 53 53 53 53 54 48 
Number of tariff quotas 
included 649 672 742 597 67 348 358 370 286 126 

 
Source:  WTO.  2000d.  G/AG/NG/S/8. 
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Table 8:  Scope of the Special Agricultural Safeguard 

 

Member HS nomenclature/ 
year of tariff data 

Percentage of agricultural 
tariff lines covered by SSG 

Australia 1988 2 
Barbados n.a. n.a. 
Botswana* n.a. n.a. 
Bulgaria n.a. n.a. 
Canada 1988 10 
Colombia 1991 27 
Costa Rica** 1988 13 
Czech Republic 1990 13 
Ecuador n.a. n.a. 
El Salvador** 1989 10 
EC*** 1988 31 
Guatemala n.a. n.a. 
Hungary 1991 60 
Iceland 1988 40 
Indonesia 1989 1 
Israel n.a. n.a. 
Japan 1988 12 
Korea 1988 8 
Malaysia 1988 5 
Mexico 1988 29 
Morocco n.a. n.a. 
Namibia* 1988 39 
New Zealand 1991 0 
Nicaragua n.a. n.a. 
Norway 1988 49 
Panama n.a. n.a. 
Philippines 1991 13 
Poland 1989 66 
Romania 1991 7 
Slovak Republic 1990 13 
South Africa* 1988 39 
Swaziland* 1988 39 
Switzerland-Liechtenstein 1988 59 
Thailand 1988 11 
Tunisia 1989 4 
United States 1989 9 
Uruguay 1996 0 
Venezuela 1990 31 

Source: WTO.  2000b.  Table 1. 
*Member of the Southern African Customs Union (SACU). 
**Customs Cooperation Council Nomenclature (CCCN). 
***12 Member States. 
n.a. = not available. 
 

Note:  The information contained in the table is based on the Uruguay Round Trade Negotiation files in 
the WTO IDB (IDB CD-ROM, Release 2).  As evident from the Table, the information contained in those 
files does not cover all Members concerned.  The percentages represent the number of agricultural tariff lines 
covered by the SSG as a proportion of the number of all agricultural tariff lines of the Member concerned.  
Percentages are rounded; a percentage of 0 means less than 0.5 per cent. 
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Table 9.  Special Agricultural Safeguard Action as Notified by Members, 1995-99 
 
 

1995 1996 1997 1998 1999 2000  
Member Basis  Basis  Basis  Basis  Basis  Basis  
 Price vlm price vlm price vlm price vlm price vlm price vlm 
Australia              
Barbados   nnr nnr nnr nnr nr nnr nnr nnr   
Botswana     nnr nnr nnr nnr nnr nnr   
Bulgaria  - - - -         
Canada         nnr nnr   
Colombia         nnr nnr   
Costa Rica       nnr nnr nnr nnr   
Czech Republic          nnr nnr   
Ecuador - -       nnr nnr   
El Salvador         nnr nnr   
EC-15* X  X X X X X X nnr nnr   
Guatemala              
Hungary          X    
Iceland*       nnr nnr nnr nnr   
Indonesia              
Israel             
Japan** X X X X  X X X X X X  
Korea X  X  X X X X nnr nnr   
Malaysia      nnr nnr nnr nnr nnr nnr   
Mexico   nnr nnr nnr nnr nnr nnr nnr nnr   
Morocco         nnr nnr   
Namibia         nnr nnr   
New Zealand             
Nicaragua   nnr nnr nnr nnr nnr nnr nnr nnr   
Norway         nnr nnr   
Panama - - - -   nnr nnr nnr nnr   
Philippines          nnr nnr   
Poland   X  X X X X X X   
Romania        nnr nnr nnr nnr   
Slovak Republic       X       
South Africa         nnr nnr   
Swaziland nnr nnr nnr nnr nnr nnr nnr nnr nnr nnr   
Switzerland- 
Liechtenstein  

        X    

Thailand         nnr nnr   
Tunisia          nnr nnr   
United States  X  X  X  X X nnr nnr   
Uruguay         nnr nnr   
Venezuela          nnr nnr   
Members having 
Taken SSG action 

4 1 5 2 4 5 5 5 4 2 1  

 

Source:  WTO.  200b.  Table 5. 

* Marketing year.  ** Fiscal year. 
X = action taken;  blanks = no action taken;  nnr = no notification received (1995-1999, only); - = not yet Member.  
Note:  Cut-off date:  25 May 2000.  Each “X” (action taken) may cover one or several actions taken.  For details 
regarding the EEC see the footnotes in WTO (2000,  table 5). 
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Table 10: Alternative, Generic Tariff Reduction Formulas:  Effects on Average 
                 Tariffs and Dispersion (percent) 
                                                                                     
 
Formula 
name 

 
Formula 

 
United States 

 
Industrial Country Total 

 
 

 
 

 
Average 

 
Dispersiona 

 
Average 

 
Dispersiona 

 
Base 

 
         - -  

 
11.9 

 
55.0 

 
45.0 

 
130.0 

 
Linear 

 
50 % reduction 
in all tariffs  

 
6.0 

 
27.5 

 
22.5 

 
65.0 

 
Sliding 
scale 

 
Eliminate tariffs 
under 5%, 50% 
reduction in 
other tariffs, 
with a cap of 
50% 

 
4.2 

 
8.9 

 
11.3 

 
16.6 

 
Swissb 

 
Progressively 
larger cuts on 
high tariffs, 
with a cap of 
45% 

 
5.5 

 
7.4 

 
11.0 

 
12.3 

 
a Dispersion is measured as the standard deviation -- the average distance of all tariffs from the mean tariff.   
b The adjustment coefficient in the Swiss formula is 45. 
 
Source:  Wainio, Gibson and Whitley.  2001. 

 



 59 

Table 11: Summary of Member Positions on Market Access 

 
 

Cairns Group Canada United States European Union 

     

Objective  Vastly improved market 
access. 

Substantial improvements in 
market access. 

Maximize market access 
opportunities. 

Increase market access, but 
with an aim of balancing 
trade and non-trade concerns. 

     
Tariffs Deep cuts using a formula 

approach. 
Treat single-stage and two-
stage tariffs separately: 
-formula reductions for 
single- stage tariffs   
- rules approach for two-stage 
tariffs.   

Substantial reductions or 
elimination of disparities in 
tariff levels among countries.   

Balanced reductions:  
- allow recognition of 
geographical origin and 
traditional know-how 
(labeling) 
- flexibility required in 
lowering tariffs 

Starting Point for 
Reductions 

From bound rates. From bound rates. From applied rates. From bound rates. 

- Exemptions None None None None 
- Tariff Complexity Ad valorem tariffs only. Not indicated Eliminate complex tariffs: 

- all tariffs either specific or 
ad valorem. 

No change implied. 

- Tariff Dispersion Reduce, with a maximum 
indicated tariff. 

Reduce, for single-stage tariff 
goods 

Reduction implied. 
 

Not indicated but potential 
for increased dispersion.  

- Tariff Escalation Eliminate Eliminate, for single-stage 
tariff goods 

Substantial reductions or 
elimination. 

Not indicated but potential 
for increased escalation. 

- Formula Yes, and the formula should 
cut high tariffs more than low 
tariffs. 

Yes, for single-stage tariff 
goods: 
- minimum tariff reduction 
starting from UR base tariff 

Not indicated Use same formula as in UR, 
with an overall average cut 
and minimum reductions per 
tariff line.  

- Sectoral Agreements Not indicated Yes Yes Not indicated 
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Table 11 continued 

 Cairns Group Canada United States European Union 

     

TRQ volumes Substantial and effective 
increases. 
 

Expand to a common percent 
of domestic consumption. 
 
New TRQs if single-stage 
tariffs are above a specific 
level. 
 
Over quota tariff reductions 
should take account of the 
amount of minimum access 

Substantial increases. Make sure current 
concessions are realized. 

     
TRQ administration Discipline: 

- review and correct causes of 
underfill 

Binding rules 
- eliminate with-in quota 
tariffs 
- review country specific 
allocations 

Improved functioning of 
TRQs and create a specific 
mechanism to correct for 
underfill. 

Improve fill rates and clarify  
rules. 

     
Safeguards  Eliminate for developed 

countries, but maintain for 
developing countries. 

Not indicated Eliminate Retain 

     
Importing STEs  Not indicated Enforce existing disciplines End exclusive rights and 

improve transparency. 
Not indicated 

     
Special and Differential 
Treatment 

Improve access for 
developing countries: 
- fuller liberalization for 
tropical products 
- deeper cuts in tariffs on 
developing country products  
- TRQ rules that improve 
opportunities for developing 
countries 

None indicated Consider products of interest 
to developing countries in 
making tariff cuts. 

Provide duty-free access to 
most products from 
developing countries. 
 
Provide preferential trade 
preferences to developing 
countries. 
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Table 11 continued 

 Japan Switzerland African Group Bulgaria, et. al. 

     

Objective  Changes must reflect non-
trade concerns and the 
multifunctionality of 
agriculture. 

Negotiations must take into 
account the multifunctional 
nature of agriculture 
- geographical indications 
- labeling 
- production methods 
- animal welfare 

Strengthen the rules 
governing trade in agriculture 
to promote development, 
taking into account non-trade 
concerns. 

Willing to consider further 
tariff reductions. 

     
Tariffs Modest reductions on a 

product-by-product basis.  
Product-by-product approach. Further tariff reductions in 

developing countries should 
be linked to reductions in 
domestic support and export 
subsidies in developed 
countries. 

Allow for selective reduction 
commitments in transition 
economies: 
- address all non-tariff 
measures 

Starting Point for 
Reductions 

Not indicated Not indicated From bound rates. Not indicated 

- Exemptions Flexibility, exemptions 
implied. 

Flexibility should be provided 
to developing countries. 

Yes, for staple products in 
developing countries. 

Exempt low tariffs from 
reductions in transition 
economies. 

- Tariff Complexity Current tariff structure 
maintained. 

Not indicated Not indicated Not indicated 

- Tariff Dispersion Maintained Not indicated Reduce in developed 
countries. 

Not indicated 

- Tariff Escalation Maintained Not indicated Reduce in developed 
countries. 

Not indicated 

- Formula No formula cuts, flexibility 
maintained. 

Request and offer approach, 
perhaps supplemented with a 
tariff reduction formula that 
sets the average reduction 
percentage. 

Not indicated Not indicated 

- Sectoral Agreements No Not indicated Not indicated Not indicated 
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Table 11 continued 

 Japan Switzerland African Group Bulgaria, et. al. 

     

TRQ volumes Improvements should  
 reflect the circumstances for 
each individual commodity: 
- update current consumption 
base, and apply same rules to 
all 

Examine rules to market sure 
access is guaranteed: 
- develop rules for countries 
wishing to switch from TRQs 
to tariffs only 

Not indicated Not indicated 

     
TRQ administration No uniform rules: 

- transparent 
No constraints on allocation 
methods. 

Special measures to assist 
small-scale and limited 
commodity exporters. 

Not indicated 

     
Safeguards  Retain and expand to include 

new rules for seasonal and 
perishable products. 

Maintain Review Not indicated 

     

Importing STEs  Different rules for state 
trading importers and 
exporters. 

Not indicated Not indicated Not indicated 

     
Special and Differential 

Treatment 

Provide flexibility: 
- recognize food security as 
the first priority 
- consider a food stockpile 
 

 

Protect developing countries 
against the erosion of 
preferential margins. 

Tariff free access by 
developing countries to 
developed country markets. 

 
Maintain and improve 
developing countries access 
to developed country 
markets. 

 
Develop a special agricultural 
safeguard for developing 
countries. 

 
Recognize non-trade 
concerns. 

Different rules for transition 
economies. 
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Table 11 continued 

 CARICOM Congo Cuba, et. al. Egypt 

     

Objective  Fair and market-oriented 
trading system: 
- balance between trade and 
non-trade concerns 

Not indicated Liberalization has not 
benefited developing 
countries. 

Full integration of agriculture 
into the multilateral trading 
system. 

     

Tariffs Substantial cuts by developed 
countries. 

Not indicated Reduce tariff peaks and 
escalation in developed 
countries: 
- full liberalization for 
tropical products 

Not indicated 

Starting Point for 
Reductions 

From bound rates. Not indicated Not indicated Applied rates for developed 
countries and bound rates for 
developing countries. 

- Exemptions Special rules for small 
developing economies, 
including exemption from 
tariff reductions. 

Not indicated None in developed countries. Not indicated 

- Tariff Complexity Eliminate complex tariffs and 
convert seasonal and specific 
tariffs to ad valorem tariffs 

Simplify Convert all tariffs to ad 
valorem tariffs: 
- no seasonal tariffs or price 
band schemes 

Convert all tariffs to ad 
valorem tariffs. 

- Tariff Dispersion Reduce in developed 
countries. 

Reduce in developed 
countries. 

Reduce, in developed 
countries. 

Eliminate 

- Tariff Escalation Reduce in developed 
countries 

Reduce in developed 
countries. 

Reduce, in developed 
countries. 

Eliminate 

- Formula Use a formula that cuts high 
tariffs more than low tariffs. 

Not indicated Weighted tariff reduction 
formula that lowers high 
tariffs more than low tariffs in 
developed countries. 

Not indicated 

- Sectoral Agreements Examine options for GSP. Not indicated Not indicated Not indicated 
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Table 11 continued 

 CARICOM Congo Cuba, et. al. Egypt 

     

TRQ volumes Provide meaningful access to 
small developing countries. 

Not indicated Should not act as a 
quantitative restriction. 

Not indicated 

     
TRQ administration Stricter discipline and 

improved transparency. 
Not indicated Complete uniformity across 

products and countries: 
- common base period 
- arrangements for new 
suppliers 

More transparent, and applied 
on a product specific rather 
than an aggregated basis. 

     
Safeguards  Not indicated Eliminate use by developed 

countries. 
Not indicated Eliminate 

     
Importing STEs  Not indicated Not indicated Not indicated Not indicated 
     
Special and Differential 
Treatment 

Investment in capacity 
building and targeted 
adjustment assistance. 

Tariff free access by 
developing countries to 
developed country markets. 

 
Technical and financial 
assistance for the 
standardization and 
packaging of products. 

 
Recognize non-trade 
concerns. 

Improved access for 
developing countries under 
developed countries TRQs. 

Greater flexibility to adjust 
their tariffs, implication that 
some could be raised. 
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Table 11 continued 

 India Jordan Kenya Korea 

     

Objective  Disciplines should serve the 
food security needs of 
developing countries, and 
differentiate developed from 
developing countries: 
- creation of a food security 
box 

Market access is the key to 
reform and must recognize 
the special needs of 
developing countries. 

Substantial improvement in 
market access for products of 
interest to developing 
countries. 

Recognition of non-trade 
concerns and special and 
differential treatment.  

     
Tariffs Substantial reduction in 

developed countries. 
Define a specific tariff rate 
target (weighted average) for 
developed countries and 
another one for developing 
countries. 

Maintain preferences for 
developing country products 
in developed country 
markets. 

Minimal, gradual and flexible 
approach. 

Starting Point for 
Reductions 

Not indicated Not indicated Not indicated From bound rates. 

- Exemptions Yes, for developing countries. Yes Not indicated Yes, for developing countries. 
- Tariff Complexity Not indicated Not indicated Reduce Maintain current complexity. 
- Tariff Dispersion Reduce, in developed 

countries 
A more uniform difference 
between bound and applied 
rates in developing countries. 

Eliminate in developed 
countries. 

Not indicated but no change 
implied.  

- Tariff Escalation Reduce in developed 
countries. 

Not indicated Eliminate in developed 
countries. 

Not indicated but no change 
implied.  

- Formula Yes, with a cap on tariff 
bindings in developed 
countries. 

Not indicated Not indicated Flexible 

- Sectoral Agreements Not indicated Not indicated Not indicated Oppose 
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Table 11 continued 
 India Jordan Kenya Korea 
     
TRQ volumes Substantial expansion leading 

to elimination in developed 
countries: 
- uniformity in rules 
- common base for minimum 
access commitment 
- developing countries 
exempt from obligation to 
provide minimum access  

Not indicated Not indicated Not indicated 

     
TRQ administration Preference to developing 

countries. 
Not indicated Not indicated Transparent and flexible, 

representing individual 
countries situation. 

     
Safeguards  Maintain and made available 

to all developing countries 
irrespective of tariffication. 

Maintain and develop a new 
mechanism for developing 
countries that covers all 
products.   

 
Quantitative restrictions 
should be allowed under 
some circumstances. 

Not indicated Yes, and expand to seasonal 
and perishable products. 

     
Importing STEs  Not indicated Not indicated Not indicated Not indicated 

     
Special and Differential 

Treatment 
Developing countries should 
be allowed to increase their 
bound tariffs. 
 
Developing countries exempt 
from countervailing duties. 

Establish an export promotion 
program and provide 
technical assistance that 
increases developing 
countries market access 
potential. 

 
Allow flexible tariffs in 
sensitive sectors. 

Establish a development box. 
 

Provide technical and 
financial assistance to 
developing countries to meet 
SPS standards in developed 
countries. 

Recognize non-trade 
concerns and 
multifunctionality of 
agriculture. 
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Table 11 continued 
 Mali Mauritius Mexico Morocco 
     
Objective  Growth geared to reducing 

poverty 
Guaranteed, predictable and 
secure access 
- balance between trade and 
non-trade concerns 

Concerned with market 
distortions caused by 
developed country policies. 

Trade liberalization must 
recognize the specific nature 
of developing economies 

     
Tariffs Evaluation of developed 

country commitments in 
cotton 

Modest reductions Tariff reductions are 
dependent on reductions in 
export competition and 
domestic support. 

 

Starting Point for 
Reductions 

Not indicated From bound rates. From bound rates. Not indicated 

- Exemptions Not indicated Yes, for sensitive products Not indicated Yes 
- Tariff Complexity Not indicated Not indicated Not indicated Convert all tariffs to ad 

valorem 
- Tariff Dispersion Not indicated Not indicated Not indicated Not indicated 
- Tariff Escalation Not indicated Not indicated Not indicated Reduce 
- Formula Not indicated Not indicated Request and offer if little 

progress is made in reducing 
export competition and 
domestic support. 

 
Use UR process if significant 
progress is made on export 
competition and domestic 
support. 

Not indicated 

- Sectoral Agreements Not indicated Not indicated Not indicated Not indicated 
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Table 11 continued 
 
 Mali Mauritius Mexico Morocco 
     
TRQ volumes Not indicated Not indicated Not indicated Not indicated 
   Not indicated  
TRQ administration Not indicated Should be a meaningful 

difference between in-quota 
and over-quota tariffs 
- preferential trade 
agreements should continue 
to provide significant 
preferences 

Importing countries are 
responsible for  the 
allocation. 

Not indicated 

     
Safeguards  Not indicated Maintain Not indicated Retain and expand its use 

     
Importing STEs  Maintain in developing 

countries 
Maintain with current rules Discipline to ensure their 

operations don't cause 
distortions. 

Not indicated 

     
Special and Differential 
Treatment 

Duty free entry to developed 
country markets of products 
of export interest to 
developing countries 

Allow effective instruments 
to address concerns of 
developing countries 
- exempt from reduction 
commitments measures 
aimed at poverty alleviation 
- supply technology 
- an international food 
stockpile 

Provisions to: 
- stimulate the agricultural 
sector 
- promote rural development 
- combat poverty 
- reduce unemployment 

More rapid dismantling of 
tariffs in developed countries 
 
A transition period for 
developing countries where 
tariff reductions can be 
suspended 
 
Creation of a world fund for 
the purpose of financing 
multifunctionality 
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Table 11 continued 
 
 Namibia Senegal Swaziland Turkey 
     
Objective  Wants gains for small 

developing countries. 
Agriculture should not be 
dealt with following a purely 
trade-centered approach. 

No developing country 
should be made worse off by 
trade liberalization 

Significantly different 
commitments for developed 
and developing countries. 

     
Tariffs Concerned by high tariffs in 

developed countries on 
products of export interest to 
developing countries. 

Tariff free access by 
developing countries to 
developed country markets. 

 
Maintain preferential access 
to developed country markets 
by developing countries. 

Not indicated Substantial tariff reductions 
by developed countries for 
products exported by 
developing countries, 
otherwise minimal 
reductions. 

Starting Point for 
Reductions 

Not indicated Not indicated Not indicated From bound rates. 

- Exemptions Yes, countries with low 
bound tariffs would be 
exempt from cuts/ 

Yes Yes, for developing countries Yes, for developing countries. 

- Tariff Complexity Not indicated Not indicated Not indicated Developed countries should 
convert all tariffs to ad 
valorem tariffs. 

- Tariff Dispersion Not indicated Not indicated Not indicated Eliminated in developed 
countries. 

- Tariff Escalation Reduce and gradually 
eliminate. 

Not indicated Reduce Eliminated in developed 
countries. 

- Formula Not indicated Not indicated Not indicated Uruguay Round approach, 
with a much smaller tariff cut 
applied to developing 
countries. 

- Sectoral Agreements Not indicated Not indicated Not indicated Oppose 
     
TRQ volumes Not indicated Not indicated Not indicated Eliminate tariff quotas. 
     
TRQ administration Not indicated Not indicated Maintain current preferential 

market access by developing 
countries 

Transparent, predictable and 
non-discriminatory allocation 
mechanism. 
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Table 11 continued 
 
 
 

Namibia Senegal Swaziland Turkey 

     
Safeguards  Not indicated Maintain and expand for 

developing countries. 
Not indicated Eliminated or extended to all 

countries. 
     

Importing STEs  Not indicated Not indicated Not indicated Not indicated 
     
Special and Differential 
Treatment 

Financial and technical 
assistance to meet uniform 
S&P standards in developed 
countries. 

 
Assistance to meet legitimate 
non-trade concerns. 

Make food aid management 
more transparent, and avoid 
distorting developing country 
markets. 

 
Establish a special 
agricultural investment fund 
to finance infrastructure. 

 
Revise deadlines for 
developing countries. 

Recognize non-trade 
concerns: 
- allow protection of domestic 
food supply 

Extended and strengthened: 
- lower tariff reductions 
- longer implementation 
period 
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Table 12:  Potential Negotiating Packages 

Market Access 
Issue  

Minimal 
Liberalization 

Modest    
Liberalization 

Major Liberalization 

    
Tariffs    
- Negotiating Approach Request & Offer UR formula  Swiss formula + a ceiling tariff 

level + elimination of nuisance 
tariffs 

-Starting point Bound tariffs Bound tariffs Applied tariffs 
-Complexity No change No complex tariffs Only ad valorem tariffs 
-Exceptions Yes None None 
-Effect on dispersion Worse Unchanged/worse Smaller 
Sectoral Agreements None None Some 
Tariff Rate Quotas    
-In-quota tariffs Small reductions Flexible reductions 

consistent with UR 
formula 

Eliminated 

-Over-quota tariffs Small reductions Flexible reductions 
consistent with UR 
formula 

Subject to ceiling tariff level 

-Minimum access 
quantity 

Five percent of common 
base period domestic 
consumption 

Seven percent of 
common base period 
domestic 
consumption 

Ten percent of common base 
period domestic consumption 

-Administration No change Uniform rules Auction of import quota rights 
Safeguards  No change More equitable 

treatment of all 
products and greater 
transparency 

WTO Safeguards 

State Trading 
Importers 

No change Greater transparency Eliminate monopoly rights 

Special &Differential 
Treatment 

Same as in the UR Developed countries 
offer duty free access 
to the 48 least 
developed countries. 
Slower 
implementation and 
smaller concessions. 

Developed countries offer duty 
free access to all developing  
countries. 
Slower implementation 
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Figure 1:  World agricultural tariff averages, by region
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Source:  Gibson, Waino, Whitley and Bohman.  2001. 
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Figure 2:  World agricultural tariff averages, by commodity
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Source:  Gibson, Waino, Whitley and Bohman.  2001. 
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Figure 3: Basic Econ omics of Tariff Rate Quotas 
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Figure 4: Implications of various tariff-cutting formulae 
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Figure 5: Distribution of fill rates, 1998
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Source: WTO.  2000c. G/AG/NG/S/7. 


