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Abstract 

The Uruguay Round agreement on agriculture was 11 milestone, bringing this important 
sector under the disciplines from which it had escaped in the early days ofthe GATT. The 
agreement lihlits the distottions that com·,tries may impose on: market ac{:!esst on export 
subsidization and domestic support. In this paper, we evaluate the direct impacts of e~ch 
of these lirnits, and then assess the economic implications of the agr¢ement Our 
conclusion is that the gains from the agriculture agreement were reduced considetably by 
the slippage which occurred in its implementation. They remain important, however, and 
are estimated to account for around a third of the global income gains from the 
liberalization achieved in the Rotmd, even though formal modeling of the outcome omits 
the import:mt gains from reductions in the variability of agricultunll protection. Perhaps 
most importantly, the agreement provides a basis for future liberalization. 

Keywords: Utuguay Round, GATT, agriculture, trade, liberalization. 

Invited Paper for presentation to the 4oth. Annt1al Confer~nce ¢f the At1strathm 
Agricultural .and Resource Economics Society, Jvfelboume, ll-loFepruacy, 199(:). 



A.N ECON01\'1IC .ASSI~SSMENT OF TH.E URtJ(jtJA.Y 'R(JUNl) 
AGREE~1ENT ON AGI~ICOLTURE 

Prior to the Uruguay Round, the rnul.tilatcral trading mlcs for agriculture were 

largely ineffective .• with a plethora of n()!Hnriff hnrricrs being used to provide high and 

vttriablc rates of pr<)tcctiml.. both in developed and in developing countries. Export 

subsidies were a particular source of discord, with competitive export subsidies by the BU 

and the United States depressing and destabilizing world prices and imposing c()sts on 

farmers in other countries. Trade was alst) distorted by the stimulus to pr<>duction 

provided by a wide range nf dom~~stic support policies. 

\Vhile many interests benefited from the disarray th~u characterized agricultural 

trade policies, the costs of these arrangcmants had become substantially larger over time, 

and recognition of these costs substantially greater~ in pmt because of the work of 

agricultural economists. The C1Wn11ous success of past GATT Rounds in taming the 

excesses of manufacturing tariffs in developed countries required extension of the system 

into are.as such as agriculture and sctvices if fun.hcr gHins from liberalization were to be 

achieved. Thus, agriculture lay at the hcurt <>f the Umguay Round agenda in a way quite 

different from previous rounds. H<lwcver. as is so well documented in Carolyn T~trmer's 

pttper to t.h.is conference, reaching agreement was difficult, and the final agreement differs 

strongly fn.1m the original targets of any of the negotiating parties. 

The three major pillars of the Urugu~y Round agrccmcm on 'tgricuJture arc its 

provisions on: market access; export subsidization~ and domestic support. In each of these 

areas a framework of mlcs wns agreed, and specific initial commitments on trade 

liberalization offered. 

In the next section of this paper; we examine the key changes made in the rules 

governing trade in agricultural products and the policy settings put in place. Section three 

considers the cxtet1t to which the agreed cuts in protection will be effective in liberalizing 

tt·adc and section four examines the impact <m world prices. In the fifth section of llm 

paper, we exnmine the available empirical evidence on the economic value of the 

lib~ralizatiotl achieved under the agreement on ngr:icuHurc. 



Pt~rhnps the umjc)t' ~n:htcvenmnt or thl~ Round ill Oftl'ltmlmr<! VJI\S tht;' ngi'CCinent w 
convurt virtually all ugrkulturnl uontnrifl' hnr<rk~r·s tnto Wl·iffs sul,Jc<:.t t() usrucd f!IHXiiHtllll 

rntcs {tul'iff tun1Jtngsl. Thr•, itnpot'IHill advuncc J)ft'Wldci~ ll'n!lSJtUrt~ncy nnd stt~bility in 

pt'ot(ection rnws which wert• pntvimudy opaqu~ nnd highly vnlnhlc. At fmc. stroke, the 

~tgrucNlwnt on ngncullun.: 1\~:\JH boyond whnt hnd hccn m.~.hrcvcd in fbrtY··fivo yuurs of 

ncguUnlmns in llHUlUf:t<,'Hift11{ hin<liHW.; \\lt~n: tnlf(Hhwud hllllH~<.Iiatcly OH nlrnost f()() 

JK'rcttll of ngrwllllltntllnri If lint~~>~. 

fH son1~ cn:;cs. wr·tfl himling~ wur~ set h'!lnw tht• n1tc of prott~ctlnn previ.ously 

nppli<:.~d. and ht~IWt~ \HII n~qutn: UII'Jff rc.<hwtirm~L UnfmtutHHt~ly. IHlwcvcr, mnny <llhCI'~ 

were ~ct nhov~: til~ ptt~vwn~ly applnzd llll'iff t•tluivnle:ntt\. us dc:>eumcntcd hy J.ngeo ( ICJf)5). 

H\!Ctl ll.ll~M· hiiH.flng~ <.~Hn havt~ ltHfHHinrH llht•tulizing irnplkutions when protection mtnh 

vnry <lV(;r fllll<'i lly tcdtWHll4 Uw very high nucs of prntc~:tion thnt uc<:Ut' f'rt)ll\ rime w tinH:. 

hmcJing" rm.lucc uvc.n'HfJC levels of pt't•lec:tfou. They r·t~<htctt th<.t nvcrngc co:1t of t~rmccUon 

(~vcn more ~hnrply lu:~.·ausc: tilt;' !ugh rates of JH'owctH'HI rulml <)lit by hin<lintts arc tht~ ntmll 

(.IOSll}'. 

\Vhth.· not fnt!lnwmg t~xpon 'iUh~HJich, tlw ~~xport subsidy ruh:~ intf'Oduc~; some 

dlscJpltncs HHo Ml urea where rhc IJ«"tl(trnl OA'l"r fWh\(i'ipl<: of bnnnins~ 11\cs~~ sltbsidl(;s hod 

IHH bct~n npplit~d. 'flu: 1ww rttlcs prohihit the tnl.rudtwtinn of new l~XP(:)tt l\ubsWies nml 

rcqum: lhnt developed t:muHric.s reduce their trxi.sting cxpmt snbsidlc:t 

~l·h(~ new rnlt~~ oi1 tr.tnl n~v'kuhuNtl support go beyond the l;cnci'HI C:~A~l"'r mtcs. in 

imposht!~ sornc ro$h'oiut on dotncstH: support, with th<t totnl vnh•c of i.ntcfJ\Hl nnd bordctt 

NUPtmr:t m he ft:(htt•cd hy 20 purccnt ft'orn its k•vet in the H>86~88 b~•Bc pcriod.llowcvct. 

lht; discipHncs on dnrncstlc supj>nl'tur<~ wcnk(UH~d b~' th~~ cXcJhptiun of HUH•Y h.t)pm1h\H( 

fm·m~ of SIIPJ>t)H, su~h ns thu direct payuttnlts linked to hH1d rcHreHHmt pr<i[~''Mns, nml 

!~~llcrnl fH"Of!l11tlll) of nsslstnn~ic w cnoournuo fHI't'l dcvt:l<l[H.!H!IH> in. duvciOf)int~,c<)Uiltl'i~s. 

tntcrc is no req,.w·c.rn~rH, Hl .rnnk¢ reductions in S\JJ)flUrt,ft)t tudlvldnnt COilWH>lHUe~~ su 

nssJ.stcal\co. m some: conm1Nlit i<;s tnny lncrcns¢ if~ r'ed\Jefimts oc<:tar Qlse.whct~:. 
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tvUnhmuu market .:lcccss condit.'ions were intmducccl in ndditi<m to disdt;Hncs {)J) 

border .and domestic protection. Those provide specified levels of accQcss at fl:won\ble 

mtiff rates (Utl'iff quoms) to c1tsurc that market access will lHH be rcdoc.cd even If the 

t.nriffs intr()thlccd following the Round nrc more restrictive than the measures pn.wiously 

applying. There is, of coutsc~ a risk thm such nHmS\tres might generate a constituency in 

support of the ngdcult.ural protcc.ti<)ll which mnkcs the t\lrtff QllO(as valu~\bl¢. Mauy of 

these turiff quotns have been used to rcphtcc the market ncccss which WtlS previ<msly 

prt'>vidcd under preference schemes such ns lbc Europc;ln Union,s mtangements tor 

African. Cnl'ibbcntt nnd Pacific U\CP) cmmtrie.~; in nnly n few cnscs. such as J;tpancsa 

rice~ do these nrnmgemcnts provide ndditi~mnltimrket ••cccss opp<>rtunities. 

rhc frmncW<lrk of rulc,s <)n ~lJM'iculmrnllrad<;t agreed in the Round Was lmrdj.won. 

Dc.spitc a number of wt:mknesscst this agrccmcllt represents a dct\r move in the dlrc~tion 

or liberalization in nccordat1CC with pasl GATT' principles~ and i\ppcnrs likely to :provide ~l 

strong basis for future mullilmcral liberalization. 

Th~ agrt.~mcnt will lead to less liberaliz~tion than is impliettby th~· Agret.'tl 
protection Cuts 

The agreement invoJvcd substantial cuts in import mriffs on ~lgricu)tQral pr()ductsz 

an average of 36 percent in developed countries over six )'cars, with at 'least ;1 l.S percent 

rcducHon on each individu~d tariff line. Developing countries committed themselves to 

a.vcntge rcducli<ms of 24 perc.cnt (minimum lO perccr~t) ov¢r a 10 year period, \\'hilc :lca.':it 

developed countries were exempted from reduction comminnents. 1'hc cffcctiv~ne~s of 

the agriculture ngreemcnt in cuning protection was less impressive Umn th¢sc figqrcs 

would suggest; h0\\1cvcr, because the cuts ta,kc phtcc from ba~e lcv¢ls Which ~1rc. 

frequently inflated. lncrca.ses in the bi1Se level of p.rotcctiotl occl1rt<!d·ln three ways~. tb~ 

choice of b;t~c.t period, the methods used to me~sure the ·protection existing prior- to the 

Rotu1ct tll1d lh~ use of ''ccilingu bindings ill d(.weloping countdqs .. 

Wh(!rc nor1tarifr ba,JTicrs were used prior to the Rotmd,. the atno~~nt.or ~'~sl$l4rlc¢ 

provid~cl by the pr~~i\()und ·protection rcgh11e t)'pip~liJy v:tric(l from y¢a:f' to yc~t\ Jlef(;)r¢ 

protection c;ou ld be cllt, it was ncccssnry to c~lculatc the t+ttitf whi¢h ·wQtlld ,haVe; h!ig' ·th~ 



snmc cncct:;; n~ <he actunl pmtc.C(i!)H pltwldcd in S()U\~ bHSC {)Ct'i{)d. "l'hu b~\~t~ t1Cl'it>d 

chosen wns 1986""88. n pl~riod nf very low world pdcc~ and gen~mtty high nltcs or 

ngriCUlt.Ut'nl protection. ':l~he USC nf thcso y<HU'S permUted t\ signiffcnnt h1Cl'CHSC h1 

ptntct:tkm r<!hHivt.~ hl nctunllcvcls cHhtH' in rc(:(;nJI ycur~ nr ovct; the Ionge•• ruo. Mm·c.t:Wcr. 

in mnny developed t::mlllll'los. n procc~.\ i)f ~"dirty wrifficotiott't ocmntcd, whereby the 

Hwiff hmdinp.& ngn:,\.~d between t.hc uug(~tlHI.h\g flHrtics pcrtnil subst.anU~\Uy higher .r~\tcs <)f 

pmtecHon Hum ptl"vttUcd m the lul"¢ period. 'The tnrirt1cntkm J)JX)ccd~lrcs set om in ,.hn 

umndnHHesH tOAT"l. t99J~ pS) were very spccH1c, requiring t:,nriff cquivnlcrus tn ha 

~r\lcuhHcd hy cornpadng dufncsfic wlmlc!-inlc 11rkch. with impmt unit vnhu!s (cH) at the 

fmu· digit level or the Hat·nn1tnzcd SyMcm or higher. Ht~wovct\ these ptoccdnr(!s were nnt 

p:~rt of fhc nnnl \Jrnguny Rmmd ugrccmunt and the tariff hindhlgs included in country 

schodttl~t~ are the definitive <mtcomc ,Jf (he Rnund. 

Fot developed eountrws. the (\)l.t(~Cd tariff r:n~s frequently lnoorpm'4Wl two stQp:s up 

from uvcrnge m1:cs pmvailing hctbrc tho Round: one fn:m) the choice of the 1986·88 h~•se 

yom\ lind mw rrom the wny the wdiT cquivnh.HHN of nomndfr bardcJ'S were en,lat.\Jat~d. 

The agreed rc<Juctions in rwotcctJon tctk¢ plnc<~ from the t·csulting h!gh levels. l1igtlrc l 

illustrmcs this pnttt~m of ''two stct>s up and one st.op down" for whcm itnport pr<>tcctioll in 

the r3un,)pcnn Union 

f)cvcJnping c.mmtncs were nUowod to convert ur1botmd tttriffs into '4CCHing 

bindings'' unrelated tn previous mtas of }Jrmcclioni and tmmy C(H!Olfic.s chose to use this 

frcudmn to scl rntcs well ~~hove those Uutt prcvi(:lusly \HJplicd. Jn dcvclopmJ~ cotHHric.s 

utilizing the eciHng bindh1g option. n pattern or i'ono step up und on¢ stet) down•' is 

evident, with t1n;1l tnrUT bindings Crc<wcmly above the ;.wcntge n\tcs of pt·<.ltcclioJl 

prcvniHttg prior to th'~ Round. In the lowet· l>Mt of 1-;ig.urc L this p;l\tcrn 1s iHustt:ltcdf<n· 

Mexictm wheat imports. 

1'hc ~ffcot for dc,wcloj)cd i.lrld dcvel(lping c.totmtrics is br<>;tdly the satllCl th¢ tariff 

biHdh1ts rcstdthlg from the Rmmd :src f'r~qncTJU}' .t1<>W higbr.:-r dmn the tWet~~•gc t+tt.cs of 

prot.~cnon prkw t<l the impJcmcnuHion .()f the llottnd. lf·countries cln)\)Se to use th¢it 

l'rccdot.tt t<l set high tntitl~h the costs to their c<::otlomicsc<1uld. be :very <14r£(!. 
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Pi!Wf'~, l. Two CXJUHplcs or U)·uguay Round Agncultnrnl Protection Scuings 

l~tJ \Vhent: Protection: TWo steps up and one stet) down 

l\1£1.xic(; \\'tl~t: One Step {Jp and>One Step Uown 
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lngc.o 0995) cwtlumcd the effects on post .. LJR border protection fot Jm\jor 

C(>rtHnodhics in 63 pnrUCiJ>.nting C()llll(rics. She C()lltparcs the "H~riff equivalents" or 
nnminul bnrdcr protc.ction pdor H> the R<mnd wHh post .. tJR tul#'valott!m "htrHT 

cquiw1Jcnth 11 htt!\cd on the ;~greed t:trifrs tuHl the World Hnnk)s pr,,Jcctcd prices ln tho 

ycnr 2000, Her mmlysis confirms thut the bttsc fn1· tr,rtfflcution. 1986.,.,88, WtlS a pcri~)d or 
high border protcctinn nnd thnt lldiny wdft1cmion11 wtts extensive. 

()Ht of seven nu~jor product groups, lngco found dirty uwiffication in six fQr the 

f!tn·opcnn Union. and n)r four of thus4 QVcn the final botmd rntcs (i.e., nftcr the rcduc1kms 

ngrccd irt (he Round) urc nbove lhc 1986 .. 88 levels or protcct.i<m, let alone lhC 1994 

luvcls! The largest diffcrcncc.s between the agreed rates for 1995 nnd those in the bil~c. 

period urc for rice (207 pc,racnwgc p<>ints), milk { 1.12), huHcr (72). sugar (64), and whc~~t 

(64 ). The US exhibits dirt.y tarifficntion for five om of 11ine prochtcts, t\lthough to a much 

nuldcr degree, while Jnpun docs so on none, having offered t.nriff equivulcnt.s wcU below 

{986 .. 88 levels. M~u1y of Japan's levels of ngdcultuntl protection arc stilt buge ~tftcr the 

Round, hQwevcr. with wheat. huving I 52 percent prt)tection, C()at'sc gntins 149 percent 

nnd sqgnr 58 percent 

lngco's work ~•lso highlights the extent h.) which the use of 11CclHng bindings" 

,reduced the ngrccd rcducl.icms in ~lgricultural prcHcction in developing cmwrries. l~<)r 

exarnplc, in the cnse of whcut~ a nlt\i<Jr imporuthlc in many developing CQUIUrics. agreed 

nn·iff offers exceed average historical tariff cqtlivalents in, Jltnong othcrsr lndiu (by 98cYo), 

Pakistan ( 171 c*, ); and Morocco (21 Q(Yo ). Several rice itnportlng: ccnmtdes introduced 

bindings above current levels of protection. nombly in Uangh•desh, Colombia, nnd 

Mcxic<>t and the same occurred in course grains in ll1donesin. the .Republic ()f Koren, 
Cotombin, lamaic.a, Mexico, and M<>r<>ccQ, Bangladesh offcr¢d n unHonncc.Uin!Jbinding 

of 2()()f'fo~ Pakistan a range from 1 (X) l<> lSO%; in sub-SahArnn Africo Ni~crhl tt11d 

Zhnhnbwe bound most rate. at 150%. N(}~ ttll developing cclUntdcs have rni:;scd tbls 
tlPJ'<)rtunhy to tiiscitmne their ;tgricultUritl poHcics, ht>WcveJ\ Some deve.Joping <;oqntti~s 

have bound their ngriou1turt'] protection Ut f,•irly n•odcslt~nes; for cxnmple, noHvia 40%. 
Hondun~s 3So/o, Sudtuunc. 20%, and Mmfagt\s~tu~ 30%. T:~tbl¢ 1 r~ports hi$tQdcnl and 

Onmm•y Ropnd bnsc pt!rind tar•iff tev¢1Sft')r Hsnmplc of countd¢s urul cou)Jr1(>tliHcs~ 
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Pmtm PHS I l 1rt~ HH PO\l -l1nt til( ,.,!~1. l're.Ult Po$!· 
HR, VR. t.m, UR; 

llmmd Uouml lhlllhcl nouml 
lli!!IIUI h1n~ nmd !llihl~ll h;ISt: lim• I ~~~I IIIII hnsc nntil. llt;flltll lm~!r 

JI.IHti 1\8 jl}l)'i 2000 IU~fi.I!R I!JIJ~ 1fl(l() 1~18(1 HS l'iO~ 2.0()() .IUM4ilt I'Jll.~ 

'll· {~ !If 't' (~ 1~: !1(, ~l 'ill"• % ~· 
bll -~~ 8l 114 l!)"} I'U 177 21\') 118 4}() 1)() 

tiS 2U (I Ill )li7 f,JI Ill H4 V.l 'lJ 
Jilp;u) Ml .:Mil I'll IM4 IU• -,g "101 IHtO 1M 87 iH 
Urn1.11~ ll!i .,~ ·l'i H;i "i'l 1'1 21 ')'~ .t(l s~ l~ 

Me~t~:o • I 74 (11 '18 rn I \(i {l(j S4 ~~~ so 
O.ll!l!r ~.JIIhl J\II!Cittn' 17 \il "' 41 li\ MO 0;1 1'l ()9 fill ~I 

Nl)i.CI'H\11 ~·IIJ 1'10 11 l~(l 1111 J~() llll 

SntllhAfu~.:•• II) ,.., •H 'JI:I 11.4 10~ 10 Iff') g!) .t() 150 
Oth\~r Su!.1 S t\fl'l~!lll Ul IH 4-t 1{)0 till HIO ill\. 

Mnnhrch '(I lOti I 'It (HI uo IM '10 ll'l IW llil 1ft1 

Mt~!lltCIJllllf:;ll) 2:\ JNI J')l 11 1117 •n 1111 tM 1~0 IHl I (I() 

Nlllcfi · • Ncsmlvii nn~~ nl pmlc(:Uull h~Mih '"'hun~ f!'-JlOJl~ ~~~~ H\~c;41 m j;llllfHito tuu finh~I(Jilr.d, ~~Hiatr dlfl:clly t)t thuw~h M!ll!:l· hihllllu 
11N1Vt•ri:• nml Otll!!r Sub Sahalnll Allica Wt~r\.' t1!1uwcd In hHlll nnly •nthc On11l flNil!il 

})mm:'' ht}l,CO ( Jl}l)'j) 

The c.xport subsidy di.sciplinc.s require thnt subsidies on each commod.hy be 

reduced by 36 percent in 1tcnnirml tca•ms over· n six yc;lf' period. and the volume ()j' 

subsidit.cd exports by 2 I percent. I)<.Wclt>J1iflg countries rnos1. reduce lhc'ir :mbsidics by 

two thirds of these amoums over a tc.n ycHr period~ while tcust developed C<)lmh·lcs tWc 

cxun1p1cd frotn these rcdt!Ctions. 'fhc:~c disciplhl(:s seem likely 10 be more effective th;tll 

the rcstriclions on import protection. Since the ;~grccnwnt introduces limits Qn th~ vnh1c 

of export subsidies~ nnd the V()l\unc of suh:;Wiz¢d cxp<n1s; ~HHI dOPS not rcqulrc 
estimation of tariff cquiv;tlcnts or :tHow HccilhliJ bindings", thcr¢ wus Jess opnorhHlHY f~w 

the types of'slipp;agc which <.mctm·cd tmdo•\ I he tnrifficntlou .process. 

the ngrccd rcducU<'n <lf 20 percent in l(H:t.l dtunes!ic :nlJ1,J?tlt1; ptoVidcd by 

dc.vcl<)f>cd coumrics is from very hi~h bns¢ levels. ;)od with muny cxccpth1ti~ Whieh 
WtHikcn the discipline imposed. Nevcrthclc$s, Ulls lllny cncour(~S~ u shift HWt\~' fr<>m 
production subsidies .to di'rcct: lmmmc SHJiiJ<lt:\: 'tlJ)t. linked., t'tl :flJ'\1d\H!.tl(1Jh whtll<lW.Qr 

lhmf 
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intcrnnl t5riccs tuJd hence lower cxpmt subsidy rcqmrcmcnts, as a. me~ns of providing 

support. ln the .EU, in particular, the limit on dom~stic Sllpport seems unlikely to. be a 

tight constraint since, as Tm1ncr ( 1996) note:;. the payrnents made to support n1nn 
incomes under the old system arc included in the base., while the corresponding· measures 

nfter the t\1ncSharry reforms arc not included in measures of domestic s~tppon. 

The ''slipp~~gcn in the ngrieulturc agreement resulting from the setting of high 

tnriff nHcs and fmJ1l weak disciplines on domestic support greatly rcst,ricts the gt!ins 

generated by the Round. In a study focusing on ngric~tlturallibcraHzation, Goldin tu1d van 

der Mcnsbrugghc ( 1995) conclude that the gains from the Round would have bGen over 

two and a half times greater ($137 billion~ rmher than $48 billion) had the agreed cuts in 

agrictthural protection been made from the levels prevailing prior to the Round, rather 

than from the inflated levels resulting from the choice of a high base period, "dirty 

tariffication'' and ceiling bindings, and had the cuts in domestic support not been 

weakened by e~cmptions. Further, the wide discretion allowed for varying t;1riffs below 

the tariff bindings reduces the gains from increased transp~Lrency of the trade regime. 

The disappointing overall achievements of the Round in increasing mn.rket access 

for agricultural products need to be weighed against the major progress made in 

improving the rules for ngricult.ural trade. The introdt~ction of virtually t~nivcrs~l tariff 

binding is a signal achievement, Stemming the seemingly inexorable. trend towards higher 

agricultural protection, and providing both immediate benefits through reductions in the 

<werage cost of protection, and systemic benefits by providing a base for future 

liberalization, Much of the slippage during this Round. occurred during the one .. off 

process of converting from non tariff barriers to tariffs. With tarifficqtion colllplet¢d, this 

will 11\)t recur, and so the Uruguay Round has provided. the foundation for more extensive 

libcruHzation in future rounds. Since so little liberalization has been achiev~d to elate, 

there is no room for comphlccncy, and initiating a new Round to build u.potl the 

foundations. crcat¢d by the UllJguay Round is a high.priority. 



tO 

ROUNO 

The lihernUzation brought nhoul in cnch (Jf the mnin nrcas of the ngr~CJ1lcnt 

<market. ncccssl export subsidies. nnd dGHncstic ~upp<Wt.) is cffcct~~d hy imposing Hm.Hs <1n 

the rrmgc nf nllnwnhlc assistance. Thus, impnrt pff')tt~etinn i.s lhnit<~d by cstJ~blishing tMiff 

bindings Hmt plncc mnx htHl on import lal'iff' nHeK~ t~XJ)()rt subsidies ntc lhnitcd by mnximn 

nn the vnluc of export subsidic!:i nml n Jnnit on the volume <)f sut,~.;ldlzcd cxpotts; nnd 

dontcM.ic I'!Upport L~ HmHt~d by a mnxunum value of total support A rehltod .f<wm of 

condHiomtl Hbcrnli;r.ntion. nppHc~ in the mininmm and current m.arkct nucess provided 

undtw the Round. In this t~a.st~. market access is no\ gm\l'nntced and is, in fact, bounded by 

the level or the furiff quot.n. 

'l'hl" cnnMrnmts on protection resulting from tho inlroductkm of uwlff bindings or 

simitHI" maximum constntints on ptoL~ction have tW<l pm~nHnUy vc.wy import;mt 

implications fm· wclfnrc. First, they tend to reduce Hw nvm·nge rnt.c or assiSHHlCc provided 

over tln\c by ruling out. tht.~ highest rntcH nf prott~ctinn. Second. they t.ciHl to reduce the 

variability of prmcct.ion tatc.s and to reduce the expected cost of protection! which dscs 

dispropoi·fiotwtcly with the rutc .of protection. In the rcmaindct· of this section. we dnlw ou 

trt·uncoJs ~md Martin < t CJ95) to provide an itH.lim1Hon {Jf the JlO(cntial gt1hts f1t>nl these 

l{(>tm:~cs. 

hl the nbscncc of GATT disciplines, i.hc agriuttltuml pc>Hcics that havt~ emct·gcd 

have typicnHy involved highly vurfublc t'mcs of protection. This vnrlntion :wises thml n 

tendency to stahilizc dorncslic prices in th~ r~tcc <)f fluctuating world pdco~h ~l$ well ~·s 

from various poUtic~d dctcrminnnts of JWicc policy dc~is}ous.. Suppose. dli\l the 

distribution or pn.>tcctk)H fb1· 1* pMtiouhu- conHmuHty that tc.suiJs fn>m (.bcsCt sl.\t~cks enn be 
depicted as in Fig nrc I. 

~r!ht.\ moml of~ the original~ unconstrained~ distdbtJUon t>f proteoHmt. in J~igJJr~ t is 

giv~n by go. the intmducthm of n binding· nt r~.,tc U nHcs out ntl UWHT t~-lcs ttbovc .81.~1na· 

the I'CS\tltlng diRtrihtHl<'Hl of tntiffs is Winst)rizc.d M U. As tollg t\S \hC;' UJl(J¢r}yin~· 
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di:.;tr·Hmnou of lnfiiT rntos dmH" not dumgc'- tit'~ 11\t.roducth:m or Jll(: hindlnn nntsl r<~(hluu 

both th<~ nHmn nHd tJH.' vnnniWt~ of 11m dh;trlhution of IWOI(Wtlon. Tim ti<)W nl<!llll ix shown 

1\S p., Ill Pi,:ttlll.~ I' 

The tmplkalwn~ of u dt.Hcnuini:-;tte blnditHl fnr tho 1\)o.ous nnd vot'hllW~~s of 

f.li'OhZGtlnn t'lll~s t;•an bel l.iJtdCrtnkt~ll by mlnptlnp, OtlO of ROV~~rHI nppn>:mh~~S fOHHd iii thO 

Au!nrnlinn liwrntun~ 01\ ngrkullmnl 1wice stnbill'lntltm. 'l'hoso HI1PI'(Ht<~h<,ts htclnd<~ th~! 

dln:wt tn~alunthm f~f thu m~Hm und tho VIH'Iuuct.~ nr tiH~ distribution (st~t~ MJwfh1 nntl Ul'lHHI 

I 084); tlm m.iXIUN ur tHstril.lUtilml:i uppronch dtwolopml by r~rHStW ( J Q88), nod (ho. option 

lH'ichlg th<HH'Y uppronch npfllhJd hy .IJunlslt~y und Cushin { H)90). 

U:dll!t Ult! direct uvoliwtion nppronclh th4' 1\)0Utl hH'ifft C<tttivnletH. Ju the f)I'Qsent1~} ol' 
I he binding is given hy: 
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There Il\ n<> inherent need for st.oc~kh<>lding in such {\ rcgim~~ of price suppmt •.. If 

domestic prices :trc ullctwcd tQ m<)VC 11cxJbly in line with W<Wld nuttkct pl'i.ccs (ic if 

tmnsmjssion of price changes is ctlmplctc); th(m n constant export subsidy wedge Will be 

required\ nnd there is dcnrly no nctxl for nny t\OJHnat·kct stockholding. Bvcn with zero 

price tt•nnsmission, stocks nrc not required; domestic !HHrkct prices cnn lm stabilized by nn 

export subsidy thnt vnric~ inversely with world nHwkct prices. 

The obsc,·v~~d t.cndom:y for lnrgc UC<!liHmhuions und dccunmlntions Qf public 

stocks in both tho US nnd the BU policy re!;\ln1es cun ooty he c.xplnincd by rigldit:ics in the 

intplctncntnti<m of thcRt! pnlicics (1\obc:ms et <.d t <JS9) . Dmncstic intct'VCtHion prices nrc 

$at for sustained periods. while wotld ntatkt.H prices chnngc C()l\tltHmlly, und the 

udjustmcnts to sct .. nsid~'! requirements o1· t1Xport subsidie!\ required to maintain susminnbte 

policy configut•ntions nrc made only with n lag. ;\s nn c.xumplc, the 1981 US f~nnn Bill 

set high nnd inflexible uu·gel prices nnd loan rntcs, which resulted in tnnssivo 

accum\\latlon ()f stocks. The 1985 Furm Bill t'Cttctcd tn this, by towering lmm n~tes t\1\d 

intmducing n tnrgctcd export ~ubsid.)'"" n cornhinntion of policies thm led fo n siHtJ'P 

rundown in stocks. 

lu Buropc~ the 1992 MncShnrry reforms involved reductions in Stlpport prices nnd 

the introduction Qf laud sct--usidcs. The particnhw set Qf policies implcmen(cd; and the 

wol'ld market conditions th~\t nccomp!micd thern, rcsulti!d in a substnnHnl rund<lwn ln l~U 

intervention stocks between 1990 nnd t992. I'Jt)Wcvcr, it was not ut all chJill' thnt this 

would be t.hc omcomc or the reforms. Hnd world market conditions been wc:mk.~r, but 

export. subsidy nttc$ nnd tht;t buyitlg .. in price rcm~\incd the same~ domcst.ic prices woutd 

hnvo fnllcn sufficiently to tdggcr purchases int<l intervention stc>cks nnd n<::cumulation of 

stocks. Since the rcdttGti(m in protection levels rcq\tired by the Mt\cSharry rcfm~ms could 

hnvc been nssociMcd with higher or lower :;tock levels\ it d~1cs not: seem rct\Solttlhlc to 

attribt,tc the consequent ,·eduction In stocks to the rcductiQI) in prot¢clionp(trwe,. 
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11 ~.,., 

t3) o} =:;I r 2.f<r).rrt:+Jn2.f(t)dr-pr 
'"'"'' II 

allowing the hnpnct ()f the binding on the vnrh,hiHty of pl'O(l}Ciion, ns w~~ll ns the 

moan mto of pro1cctinn) to be evnluntcd. An expression :mal()!~ous to cquntion (:2,) cnn bo 

dtwivcd for thQ marginall1npncl nf dwngcs in tim hindfng on tho v:tduncc of protection. to 

contm~t with cquntion (4}, !his <.,'xprt.~l'!\ion (sc" p,·ancois nnd Mnt'lin (!(}\H\tion (9)) shows 

thnl tho tlH\rgmnl itni)HCl of the binding on the vmluncc docs not chnngc mnnmonicully. 

The impn(;l is dose to 1cro for binding!\ that arc high rclmivc to the mass of thu 

dihtrlhntlont high for· bindings ncnr the memt of tho distdbtHion. nnd JQW for blndln~s 

well helow tltG muss of the <listdhulion~ wlwrc the vnf'ioncc nf tha distribution is nlso low 

hccnuse <)f the hit\ding. 

Ucginning with o fully goncml nmasurc of the wctfnrc consequences of ttmla 

lihcrnli!'J\tion pmvidcd hy the Bnlnncc of Trndc function {Anderson nnd Ncnry 1992: 

I~loyd ami Schwcinbcrgcr 1988), Pmneois nnd Mnrtin ucrtt.Wntc nn expression for the 

wclfnrc consc<)Utmcc,s or introducing n single tad IT binding: 

(4) 

where zN, is the second dcrivntivt~ of th~ tWt cx.pcndiUtrc function chnrnctcrizing tho 

structure <)f prcforQnocs nnd Jcchnology in the economy und ·r is the f>J'olect.ion rntc. so 

thnt M} is the squnrc of the tariff m~Jan nnd CJ1

1 is tht.} M!1,.mnd mornent (.)f t nbmH Its mcnn. 

f~quntion (4) hns a rcndy inttritivc intcrprCtt\tion since l:JIII Is the siQpc <:>f fh<l 

compcnsmcd excess dcmnnd cnt·vc for imp<H'ts of the goml in qu¢sUon. trhi~ hHuitive 

intcnwotution is perhaps n1QSt rc~\dUy seen ht Pl~urc ., drOWtl from r'rHil(lOis nnd :Mn1tin, 

Th0c figure dct~ls whh n sirnfJIQ onsc where n l.. 

imp<Jf'tcd sHbJcct w n varinblc levy thnt raises its '" 

pdce p * · nn world n1~H'k4tS is 

;wicutop, Qllc hnlf ()fJhc time 

nnd m flJ th(} re1nnindi.\r of the time, 11hc eXJ>I:;¢tcd wclflu·c co~Js ~)f this vm~lnblc levy nrc 

glven by Vz(cdu ·+ G;/gJ. Clcnrly. these cxpcct<!d \QoSt,s Ilrc gr~t)Jcr Omn th~ qosts c;·ont'~{l by 
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n constant tariff \vith the same mean that allows imports to be sold at price p; the welfare 

costs of this constant tariff nrc represented by area C(Jb. 

Figure 2. 

The welfare impact of varying tnriff rates 

0 
Imports 

Francois and Martin provide indicative estimates for the welfare consequences of 

the Uruguay Round tariff bindings offered on several major agricultural commodities. 

Those for wheat are presented in Table 2, while. Figure 3 shows the share of the measured 

welfare cost reductions for Wheat arising from reductions in average. protection rates and 

from reductions in the variance of protection. These results are based on distributions of 

protection obtained from OECD monitoring of agricultural protection (OECD 1994) and 

estimates of the ad valorem equivalents of agricultm;a.J tariffbinoings prepared by Ingco 

(1995). 
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~mpli~ntions nr.·un•~uny .• Rt>und ugricultntlll bintliitgs 
Mean 79-93 Std l)lwiution Fi.mll Biudim~ New Mean N<~w Std Dcv. 

% % % % % 

56 37 82 51 30 
12 14 4 1 6 

438 153 15.2 151 14 
2.2 18 58 2.2 18 
170 l26 495 170 l26 
() I 0 0 t 
13 29 200 13 29 

Figure 3. Percentage reductions in the expected cost of protection forwheat 
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The results presented in Table 2 and Figure 3 point to welfare gains from 

liberalization th~lt arc frequently larger than might be expected given the height of the 

tariff bindings .agreed under the Round. The reduction in the v~triability 'Of pto'tection 

makes a substantial contribution to the overall tcductlon in the ·costs of protection :in a 

number of cases. 

The Francois and Martitt uru\lysis c<mld potc:mliaHy be ·:ext¢nded to take int() 

account the interactions between protection to paJticular .com'm6dides itncl their 
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interrclati(msh1ps in production and consumption. They nntc thnt the cost of protection in 

this case is givcnby: 

(5) 

where Z11r is the lnntrix of compensated own and cr<1SS prke effects. and I is the maJri;x of 

second tll()tncnts of the distribution of protcctirm ;1bom the origin. llhtstrating this for the 

simplest multivariate case of two cQIHnlodities. reveals that it implies an expected cost of 

protection given by: 

B( L\B) = ~~"( <ri 1 
(.u + 2an Zu + cr., 2 Zu ) 

whete o;, arc clements of the I nHllrix derived fmm an underlying political-ccoTlOlllY 

model or the detcnnhmnts of protection and the rehuionships between the protection rates 

for different commodities, 

In general. \Ve would expect the covarim1ccs between different protectionist 

instrtrmcnts to he positive, in pntt because of their response to common exogenous 

shocks~ and in part because increases in one t\trifftc.nd to impose burdens on other sectors 

and .result in pressure for compensating increases in protection .. Assuming most .products 

are net substitutes h1 pn~duction 1 and consumption implies n tendency for the off .. diagomd 

z11 terms to be positive in sign and hence to offset t.he negative diagonal (z11 ) elen1.cnts in 

the expression. This implies that the total expected cost of protection will be smaller thm1 

the. stllll of the costs estimated using only the "'wn--prot¢cdon component.". However, there 

is no reason to expect that the proportionate rates of protection estimated for indiv.idtJal 

commodhic.~ should not be a reasomible guide to the implications esti'mat~d using the full 

matrices of intcracti(ms (if these could be adequately esth1utt¢d)'t since both the. diagonal 

and off-+diagonnl clements of 1: arc likely to be reduced by tadffbindings. 

To the best of our knowledge~ no n1ultivariatc ana:lysi$ of the Welfare 
consequences of the Uruguay Rouud has yet been nndettakctt The colllpl¢x.hics or 
adeqUately estlma(ing the Z1~p and S nJtltJ'itZC$ Will. ch~'tdy Jl)~fke $l,l¢h :eY;.d~atJ()Jl :a; 

difficult challenge. ln th~ absence of such atlaly$is, ,the large: sc~le,enlpidp~linodcls \l$GQ 

l This 1$. clea.d,y, ft()t thetas«::; .for vctticaH)*•rclntcdgQ<1ds,.suctt:as..JtvcstQt~ t!ntlfe~d ,gl1\in~,wllichtcnq:l<n,¢. 
ct1n1plcmcnts fn procfqr::tion. · 
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to nr.mlylc the un,gm!y l~mmd have used shnplct\ dctcnninistic, nppronct.tcs bnscd s()h!ly 

on nvc.wnge pt·utcction mtcs to assess the !'Jffcct.s of the bindings ~tgrtJcd tmdcr the, J~OUild~ 

Qne simple nppnmch m.;cd hl ttumy studies,' cvHhrttting the consequences <>f th~ 

Round compat'(}S the nvctagc mtc of prutc(;tiou provided before the Round with the 

maxinHnH l'ntc of prot.cction ;tUow¢d unrh.w the Round ngr~cmcnt • If the Round mnximum 

is hcl<tlW the average rmc of usstslnnce pt·cvi<)llsly applied~ then the. R()UUd is ussumc<t t.o 

reduce protection by the dHTcn:ncc bel wt~cn t.hc two. Jf the ngret:d tnaxinu.un is ubovc: the 

previous average rut<~. then it is Hssumcd to result in no reduction in twon;.clion. Clearly, 

this upproac:~h usstuncs that the nv1,:mtgt~ rntc of' nssistmlcc hcf(>rc the RtHIUd is nn mlcquntc 

indicator of the co\mtctfactunl twcrnt~c rat."~ of nssisumcc nft.cr the Round~ if desired, this 

cowucrfnctunl cnuld. of courst.\ be rcptm:cd hy nne gcncnncd using sonJt\ othcl' nppJ'~"l~tch. 

As a mcasurt· of the marginal impact or rcduclimls in bindings on HVt·htge 

protection rates, this type of mcnsurc is ffnwcd hoth for bindings above and .bcl(>W t.he 

previous mean level c>f pt·otcct.ion. \Vhcn the binding is below the previous nvcntgc. a 

nmrginnl illlJlitt~t of mtity b gcncmtcd.; this i~ clcru•ly wronp. since from cquntion (2.). the 

nu•rsinnl irnpnct must always be less than unity. \Vheltlhc bimlinL~ is ~\hove the mcnn. this 

Rhnplc rule implies t.hat there is nn libcruli~uunn, nlthough cc:tuutiou (2.) tnokc.s.h el¢tW H~;\t 

tariffs nbovc the twcmgc rMc do rower nvct:11;c l'ntcs (>f nssisumcc whctl ttu~ifC~ arc 

Rtoch,•stic. 

Perhaps the best that can he :mid for tfu"l- simpic mlc is that it is unlikely to he too 

SCI'itmsly mislemJiHg when assessing lh~ nvcrngc impncts on tariff rMcs l'ot 1t rM1gc of 

commodities. Shtcc some of the impncts on •w.mn ntriff nttG.s nrc biased, upwards and 

S()Jlle arc binscd d(~wnwards, the impact on Havcragc'j pmtcction levels is not Hkely t.o be 

tot1 bndly estimated. However. the appmuch t~lkes no account of the benefits <>bHthuiblc 

fn:nn rcducJions in the v;\riability uf' prolccl.l<m, and S(l und~tstut.cs (he reduction in the 

costs of protc,:tion brt)ught about 'by the Uruguay R<.mnd. 

2 Sec) n·~r c~turmlc~ Hfown. ll¢nrdorft~ l'<~K tlr!d Stern (l9~5).tJ\'nlo(!<lJ:i,Mc{)<:U•~t~htndM(!rd~h'ilhl(f})~Sl; 
OtJidin· nndvt~n·~lt!r Mcn!{bnaggll~( J99S,); Hnrri$on,.J~tJlhcrfnnl nnU •t:ttrt"{ 1!)9S); OcrlchMIU1in, 
Y:nnttgishhnta JtOli>:Dhnurt~ntm ( W~S), 
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A simple otternativc approach to cvntuating the Hhcralizing cqnscqm;.~nccs of tht'i 

R<lund is to trent the rcducti()flS in mrHT binding~ dlJring tht.'~ plmsc .. in period as rcSt!lthtg 

in onc.,.for ... one: reductions in pt·otcction t'tltcs. \Vhite thb ~tpprQach sec.tllS rcasm1ubte ht (he 

c.ontext ('lf th~ Toky(l Round~ where hu·iff r~ducttons wen.· conccntnUcd· in m:muf:t~ttm~s 

importB by develt1pcd qountries~ H will gencmte excessively large cstitmttl}s of the extent 

<1f Hbcrnlizmiml in u ccmtcxt such ns the Uruguay Round ~tgtccme.nt on ngricutnsret where 

tntiff bindings nre m.~w, and ftetJllcntly fM nbnvc the rntus of .protection actttttHy tmplicd. 

The f?AO study n:Ao l99SJ ts one of the few to hnvc used this ~Lppr<)m~h since.} t.hc 

coJnplel.ion nf the Rt1und. ~tldmugh it wus extensively used in th¢ nrmlyscs conducted 

earlier. such ns Ooldin. Ktmdscn nud van dcr ~~tensbruggft~ ( 1993) and Brandao nnd 

Martitl (.1993). 

All nf the <~strmrHt:~s <Jf.thc welfnrc gains resulting from· the Round .nls<) suffer from 

a pot.cntinUy serious problem of uggrcgntion bitt.s. The ~•gdcuhural SI!Ct.or typ.ioally 

conurins t~ lnrgc number uf mdff lin(~s~ with u wide nmgc of different nttcs of protecti~)tl. 

Models typn:mlty need to be 11ggrcgatcd into a tn~•ch smnller number of sectors and 

colnmoditjcs nnd the usual proccduros fot such r!ggregnrion do not Utke into nccoum the 

n~duction:s in the variability of wriffs Within sectors ur.ising from the disciplines imposed 

by lhc Round. PrcHmiJmry work by Buch Itnd ~1artin 0 995) ;md Bl)ch~ Martin and 

Stevens { 1995) found that the bcnefit:s of a widc~n~nging tariff reduction) in their case the 

U~dff reduction off'crs made by China~ were roughly doubled When 4J)propri,\te. 

aggr(tgmion techniques were used. 

A l~s~ optimistic ptJSSihility 

All of the npprorlches reviewed above h~t~c yielded the C()nclusiorl th+lt the tariff 

bindings and (lther constraints on protection will reducl,\ average nttC.s .af protection. A 

less sanguine possibility exists,.., that the high tadffbindings agreed Jlt)der dte Round will 

tend. top~JU applied rates Up tOWards these lev¢1s. 

Under S()JnC circumstances, .it is possible thAt poUcy h1~1k¢tS wHlfAil'tQ make, the 

distlnclion between a binding on protc¢Jioil and the appliC£l,r41<~• .Jn· thi$ sitllatJQO;'tht}'hig~ 

lev~ls or tariff hhtdlngs included in tmtfiY Urugf.lay Rouo4 sch¢dtil¢~ co~dg ,et~ti t•p 
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bcct1tning the npplicd tntcs, or ;u least mw.,cti.ng applied rar~s tlJ) towards the bhtdings. 

Finger n 994. p67} d<>ClHtlCtltS tJ phCtH)U)CflOU ol~ this type in the context of antidtm1tlit1g, 

where nttcmpts to reform very cconOll1iCtlHy d:um\ging ;mH<hunping policic,s lHwe b~ctl 

succcsstllllY t'chuffcd by protectionists :wguing thnt lhcse P<>licics :we nlh,wcd tlildcr 

OA11' rttl¢s. PtH\rlbcrg ( 1995:) documents lobbying prct\snrcs in the., l~tJ nnd the USA 

dl!signed t() turn the Urugtnty Hound ~xport S\lb$idy ceilings ill(() noots. Schiff (l'>QfSOl);\1 

cottmunlication) reports HuH Ou~tJCitlilla rec.cnt.Jy increased its prorcctior\ on rice from ttn 

H:Vcl·agc or 20 percent HJ 56 percent for ab(wc .. quotu imports, whUc. the Central Arnctict\U 

C(>Jllmon rvtnrkct rnmistcr.s meeting ro i.mpl~~rm.mt. the Ur·uguay Round miscd qonullor1 

cxtc,rnal huport t.nriffs on n t•nngc of sensitive pr<1dttcls from the 5,.2(JlJ{, range to billding 

rntcs in the t 50 ... 200~' rnngc. 

In general. it seems unlikely that t.hc presence of tariff bittdiugs wiU hnvc this 

effect. Protection levels nrc typicn1\)r tho O\ttcomc of apolitical gamo in which c()mpcting 

interest groups arc pitted ngninst. each other. The prc$cncc f.lf a binding docs rtot directlY 

change. the strength of these compcJing interests ~md, in fact, may lower the ex}Jcct.cd 

returns to rcnt.,sccking by ruling out some of the high payoff, high .. pr·otcction QUtcomc.s. 

Further, the presence of bindings on alt ngricultural c<lmmoditics {tnd nlo'• matlttftlct~~rcs 

reduces the pressure on interest gmups m seck t>rotcctlon so ns ot to f(d) behind other 

interest gmups. 'l'hus, it seems unlikely that applied protection rates will gc!lCNtlly he 

pull~d up mwards the GATf bindings. 

Despite our overall opthnism nbout the impacts ofhimHngs. it. is clear thqt serious 

risks remain that tlrotcctionists will be able, in some case 'it to ctcatc confusion between 

bound atld ;.tpplicd rates, artd to tlsc this confusiQU ~ts '~c()vcrn fbr inctc;tscs in npplicd 

rmcs. A major responsibility for policy economists is to clarify the issues hi order to 

ovoid this ct)slly O\lt,~t)mc. Coutinuh1g effort to monitor the itnplclllcntation of the Round 

will be needed before n dcfhtiti vc ~u1swcr' to th\s puzzle cnn b(} found. 
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An importnnt oomponc.nt <lf nny <waluntion of the oonscqueuccs of the lJtltg~my 

Round is to c:vnluate its ctmsc<wences for world pri~cs of m~~o·· ngficuhurn' ctJnln\~)di(ics. 

These Jmpacts l.mvc direct welfare consc(·lucnccs for nil net hnport<;rs or c..xportcrs ·Of 

ngricuhm·nl commoditic~ thot nHlY be imp(>ttmlt. ·rh•;) effects of the R.otmd ()Jl Wt)rld }ltic¢.s 

of staple foods hns attrnctcd udditiottal nJt.cm.ion rccc.mly in Hg,ht of the r~pid hlctcusc~ in 

woJ'Id prices of marl)' ugricuhurnl conuno<.Ht.ics during l 995. HcCJ\usc of the 1nr~c nmoont 

of resc{wch th:\l has been done on tlu~ imrmcts of tho Round, we h~\V(!. n gt10d base from 

which t<1 evaluate its long run impaNs. The effect of the Ron.nd <>tl prices in the shorter 

rcnn is u moL con1plcx qucstlcm r(XJniring us to tnkc int<) nceomn Hl~ actual 

implementation pr(lCcdurcs used in the Round. 

Prior 1.0 the C<)mplction of the lJruguny Round. h Wtls m:H po:sslbl¢ (() 81\Y how 

mu·ch ~n~riculturnl libemJi1,ntion would be uchicvcd • .As n guide. ror JlOlicy tmdd1lg, 

nnnlysts tended to simulate the consequences of' fix~d .perccmngc rcdnctior)s. in hnsc 

period prolcction. Not until the publication of the J:>unkel draf~ wns H: poss.ible to ttnulytc 

u rnore specific policy pr<lposnl. Given the tong nm nmorc. of the Jl0\1¢y ch;tng,cs under 

considermitm, nll of the studies focused on the lznp~t<tt on the Ions nm '1vcrngc level of 

prices, ruther thnn on prices in particuhtr periods. l,lcre, we 11rst consider some of the 

uvnilablc evidence on the impact of 11artial ~tgdcult\!rullibcrnlizarimt liRe th:u: envisaged 

in the Un1suuy Round on lnng nm price levels~ nnd then tunl our ;mendon J() shont;r term 

price impacts. 

Tablq .3. Impacts of Urug_t!ny Round. Jtt(tinlliben.1Uzation ort,world n~ricult.utalpdccsJo/q) 
d<>ldm ut:mdao AJlARJ~ Ooldin ~t vtio dcir:Meo~bnisS.h~ · Jt.M:> 
Ntl &M!trtin 0994) (l9.9S) CH>95) 
CI99J) (1993) 

7?~9lb~$Q l 8~)-93 ·I·.~·/~< lfonicstic; 
hnsc. JIU)lhort.C\ll!i. .··· 

Wheat 5.9 6.2 a 1,;2 a.s 6~3 '? 
Rice -L9 4.0 g ... J.S .. ().9 O;S 7 
Co~1rsc (ira ins 3.6 3.$ s.s ·O~.J 2.3 :t2 4' 
Sug;tr U>.2 9 •. 9 3 ""LO LS 2~·5 n:• 
.BCGf 4.7 7.4 $.5 o~ 

~'I'" . ()~6· tA ·S 
C(1ffcc .. 6.1 h4 na .. t.7 '"'hS ~1~4 nn 
Olfs~cds 4.1 4.9 ltS .. o.6. ,().3 3.9 4 

,...Ouiry:J~rodut::tR 7.2 12~2 .. J2. ~t.a t•<J 
t.:~ 2:3 .7 
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The results or Goldin. RnudscJ\ rlt\d vnu dcr McJlSbtttgghc 0 99~1., p 9l) nnd <Jf 

BnuHln<1 nnd M.nrUn ( l 993) wer-e both oht.ain~d ustng tho RUNS fRurnJ'!IUrbau/NtH1h· 

South) mndal developed by the OHCU nnd t.ho \Vorld llnnk. *rho. tcsuHs in Ct:>lunm I 

t•cft.w to ''n ex.pct~hncnt in whfch nit agriculU.n'af flt'<)tcction (posiHvc or nogat.ivc, dmt\csttc 

or .bm·dcr) wns cut hy :\0 pm·ctmt. 111'hc results. lr"l (-.ohunn 3 ttlrnnduo & Marth\. 1993} wet<~ 

hnscd on the Dunkel draft, where- ()nly pclsit.ivo. protc(ltion was cut by tho amounts 

specified in thnt ngrccmcm. The rcM.Ilts nrc hrondty shnilnr to those obtained by()()JtJinat 

a/ t except thnt fbr riec. coffee and <hliry prnduN~ where the ohscnce of cuts in rtcg,mJve 

protection in the Dunkel drnft scenurlo r~sullcd in larger pi'ico lnct·cuscs. 

The AllARH estimates (1\0<h·ews* t\()bcrts nnd l'lcstcr t994; Vnnz.cttl. Am.h·c.ws~ 

llcstct' nnd t:ishcr 1994) arc btlscd on tho 13 lnir J:lousc Accor·d, and effectively on lhf!; fh1~.ll 

Untguny Round ngrccmcnt. but were prcpnn.~d before the (lllJ extent of lhe sJJppngc 

associ:ltcd wirh dirty tnrifficntion hnd become evident. (I'hesc cstinH\tos :nrc:nls~lb~~s~d ott 

the S"'OPSlM pnrtin.t cquilfbdmn models~ ~md migiH be c.xpcctcd to be :somcwh{tl higJ\t:n· 

tlum those obtain~~d from complete libcruHr.alion, where world price$ ()f n1:tn\tf:H,!l\U'cd 

g()<>ds (perhaps the most rclovnnr dcOator) would be C.XJ1C\lted to dsc. Unlike the oMHcr 

csthnatc:s~ they take hHo ttccount tho impnct of th¢ spccinJ trc:ltmcnt occordc!J to r'~ce h1 

Japnn nnd Korea, where fl1Mkct (\ccc,ss armngcrnents arc e.XJ1catcd to tn:mlt: in ttsignifi¢Htlt 

increase in world trade~ as a cm1scqucncc, world rice prices ~we expected to incrctt.sc hy 
considerably more. 

The Goldin nnd van dcr Mcnsbt1Jgghc rcs\Jhs presented in C<llumns.4~ 5 and 6 ot1 

the table diffct from the e~H'Iict results in being bnscd <)fl the acnntl results nf the :Rotmd. 

Their cstiouucd price impacts m·c smaller Umn those nbtnincd hT ¢!\t'f.icr st.utUcs uslng the 

RUNS model b()\h bc<;au:m <>f the n:\tttrc of the slmuh•t.i<>ns., ~r\d' bcc~m.se ofU1cHslit1p~gc'' 

which occurred in the process of converting nonhltiff bttrricrs hJt() ;h\tifts &\h(l. iii 

disciplining dom~stic support. A key (liffcrcnc~ in the. ,simul4ti~>ns ,~J:is~s ;frohl ·ma 
in¢1ttsion ()f agd<;uJtor:tJ ~md il()nggdctt•ltnrg) HberaHztttJorl Jlt the ~rt¢:W sWmltiUnhs~~ 'th¢; 

considetl\blc HbctaUt.ati()n of nutmlf~tct~Jrh1g lprot~¢tioh in~.NllS¢c.l World h11pp,ft, idci)jana 

n•1d taiscd lhQ. t\V~tagc oaot> i>~i.c~ <>f In;mur~,9tJ.Jr¢$ ~~port~t ,:Ulc d¢:(hlJur :in.'tb~,:&trNS 
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rnodet 'the slipp~tgc in the tnrift1cotioit process {dQCUillCrlt¢d by hlScCt'l UHJ5)< rcsqh~d h1 

rnany Htriff' bindings well nbovt~ .prcvil10s tmes of pr<ncction, nnd resulted i11 much less 

libcrnlitmion than wns implied by the ttgrel.!d uwi.ff cu.ts. 'Phe rcsuh:s io c<)lumns 4 nnd 5 

nrc based on th<.~ nssnmption thm the rcstroiills on (.IOUll!Stlc sHppnn will be ineffc;c::tlv¢; 

the result~ in coltnnn 6 nssumc thnt t.hl1SC rcstrnints will be enccnvc. Clc:wly. thes4 

constraints would hnve hnd nn inwoct hnd they been fully effective. but only ofthu ordct 

of t .. 2 per·centnge point~ In rHost cuscs, 

13ccnusc or uncertninty nbout the true comltcr:fnenmt, Otlldin nnd von dc.r 

Mcnsbrug~hc prcsellt two ohcnmttve flccnnrios fGu' protcGti()Jl IH the nhsencP nf the 

Round. The 11tst is based on the longest nvnilnhlc series of pmtectlon dtttn nsserublcd by 

lngco ( 1995). The second utiliz,Ch dntn only f<W n rclntiv4ly recent period from 1989 to 

1993. The h1ngcr period hus the ndvuntugc of smoot.hing ClUt tim rclmivoJy high volntility 

observed in rates (if ugricultuml nssiswncc and I$ :tpproprintc lf ntt.cs of protcctl(lJl nrc 

seen us vnrying ar()und a long .. run consmnt lcvcJ. IT. ltltcrnntivcly\ mu:;s of nssistnnoc ure 

regarded ns either trending, or fiN hnving undcrgont'; n structural brenk during the period 

for which dnta arc uvaihtblc, then the more rcocnt period might provide n better fndicntor 

()f protcct.ion in the nbscncc of the R(:,ttnd. While the results frmn the two experiments 

differ in some respects, the broad pnttcrn of nnly very smuU chnngcs in world prices. 

relative to the nun1ctaire, is very sirnihu' between the two experiments. 

Tltc fii1ill column <lf tim table presents the price imp~tcts estimated by FAO 

0995). 1'hcsc estimates ar·c based on n pnrtial equilibrium model which, by necessity, 

<1tl)itS libc,raliz.aOon occurring in the nHtnufucluring sector and hence. raises the cstil11Ht<!d 

rclntivc price impact. This nnulysis is bnscd <>n the dct:~ilcd dttu~ .orl. protcctit)il cuts 

c<)ntalncd io country pr't'ltcction sohcdules, ic the dHTcrcnccs between the tlt!S~Jlitttcd 

'base' tariff bindings which ctunc into effect in 1995 nnd the •nnnP tariff blh<Hngs Jt( the 

end 01~ the implemcmotiQn period. Thest.~ estinlt\tes dQ rtot h~kc hno ~tc;CQtHU the !slipm•gQ 

occutriug In the. tadfficmion pmc;ess bctw~cmthc r~rmlh:~d nues of protection itn<l tl1~ hnsc 

ttlriff bindh1gs. As cc1u~Jtion (2) nntkc::s clear, the hnpmH of n chturgc Jn .tf bindir1g on the 
c~pGctud priec is olw~lys lcs~ tlmn .tutit.y, so it sceJl)$.rens<>n"blc to vi~w H1~sc ~stimatcs ~·s 



pmviding :mmclhlng or nn uppor hound ()U the hnp;tcts nf tho Rouud Oil HVO.I'Ilil¢' 

protcetkm I\~ vets HHd h~ncc nn t\H>d prices. 

•t~nldng th~ ,.,~suits prosuntcd In Ttlhlt' l ns n wholt~, it upt)cnt·s thnt th~) rudnctinus in 

protccUon hmtlght nbnut by tl1c,.' Rrmnd cnn bt~ cxpu.clcd to rcsuh in rcltu.ivoly IH<)dpst 

h\ctcascs in the long run nvct•ngc levels of wodd lH'ic.cs fot mnjnr nt!l'ilHihHrol 

conH1mdHics rolntlvu 10 lh~1 pdccs (:\f nuuntfnttHtrcd gt>nds. (liven tlmt tliC! rosult.s 

prt':lt.'!tn~d tn the tnhle encompass n wid~ rant4Ct nf uwdoiH1!l npprol\Ch\ls and cxpcrimcmnl 

m•sumptinns, it ~~~c1ns roustnwhlc: to ilsswnc 111m rhc 1ruc lmtt~ 1'\Jn itnJWCt of tlm Rmmd 

rnlts within the t·ungc '$fillmte<L 'fh(~~c (!NiinHll(~d hmg run ilnpur:ts go nmvhtHl' ucnr w 
cxpl,\iniug the sizuhtc lncn.ms\~s 11t tlw prices of rnnJor ngl'i~!tlltuml <.~<lHHnnditi<}S rmutH'i!hl~J 

in tho yonr rolh.lWlll!4 hnplcntoutntinn of tilt' Round. 

<Jm~ covent on thp;, conchl\lm1 must he noted. Sine'~ pr·otcclinn f'illCs nra lnq~cly 

dctcnniucd hy \~couomit~ fnc;'lor."'· fhc true countcrfnctunl rntc of protection in lhc nbs(mcc 

of tiW Round CHIIIIOI he kllOWH wHit t.'IHlfidencc. lf the !iUSlllill~d hl<:fCJIISOS ill ptotccUnn 

nncs dot::\HHCI\tcd hy An<.lcrsou and l·h\ymn\ < l9H6 l arc projt!ctcd imn lhe f\11\H'c th~~ll the 

cOlHHcrfactunl would bt! rntcs of iiSSJ.!!lUJUi(~ higlu;n tlwu those obstH'V<.~.d in the funu·Q~ 111td 

the lncrcn:scs iu WtH'Id P•~IJ:cs resulting from 1hc Round wuuld he corrospomJingly tnrgc,·. 
Altcnwlivcty~ it L~ possi.htc thnt s<1H\c of the refonns tmdortnkcH <hH~ing th~ Rmlnd, such 

ns t.hc MncSiwrry rcfomJs in Eiuropo nnd structural mJjustnwnts in many dcvci.OJ11Hg 

cmmt.rics, were pnn of n ruudmnonhtl sttlmtm~nl chnngc tnwm·ds nmro nncn c.t:tQllOWics. 

Since mm~h of this rc.form took plnco nllor 1990, il lmd HtUc or no impaQl. tm the, 

benchmark rnlcs of protection used in mo ruodcls. thtd t.husc reductions hctrn ren(~(;,((!(l· tn 

the b<.:mchnuu·k. the CRlirumcd cuts in pt.·ottt<lU<H1 resulting frnm the ~~(.)~llld w<mld h1\yn 

been snwllcr, nml the itn.rmcts tm world prices corTQS{)(}n<Uugly r.cdtwcd. 

(liven the incsotmnblu mm¢r1nhHy nbm1t tho cmmtctftictu;d, it seems bost>tn r~grn·d 

the UVHilnblu 'WidcHC·G !IS bcillg imllctttiV~~ Of lht) effects Of Qhnnging ftOill hist.nri(~.afJy 

nbRCI'Vtld levels or f)I'Oie.aUon, mt.hor fhan r.·om the; {uhknOWI\lllc) J'Olcs or f)l'()h,:Gtl<lU Umt 
Wt>\,ld ·htwc JWcvaHcd. hl the l'hscncc (jr the Round. 
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The long~run csthmncs pruscntcd in Table I run~!' (O lhc C<)mplctc, hnp:wt of lh¢ 

Round ngrccrttent nftcr H hns been completely phnscd in, nnd rcsm1rccs have hnd time to 

ndjus\. Since the rodm~tions in pmtc\.·tion lwotlght about by the Round nrc to be phased in 

over n six ycnr period hl 1ho developed cotmtriu~t nnd n ten ycnr· pc,l'i(ld in the developing 

conntdcs, (H\Iy n very small pnrt or the pnlpQsCd lihcmlizmion hns ~~~~hwlly taken ph•cc. 

l:!vcn lc.$S of the rcspo11sc w the rcdut·ttnn in protection hns occurred one.<~ lngs In rt~S(lOnsc 

nt<:.' ~7tmsidurcd. Thus. tfwsc lmtg .. ron t·~K~trw~ m·c nf lit.tfc usc Ill cxplnining the in<~t·cascs of 

roughly 30 percent (\Vorkl Unnk 1995) in grnin prit•es during 1995. 

The shnrp increase m prict~s of mntor ngfi\~Uhurat cnnlmoditics during 1995 is 

clearly nSS()CIUt~d wit.h the low stock lcv~ls of these cnmmmllties. C~nsual cmpll'icism 

might suggcl'it that the l 'ruguny Rmmd outcome eontdhutud to thcKe rwicc dsos by 

rcducmg levels of puhHc stock~. Since une cmn~cqucnce of the f'unn ll<lficit~s Qf the USA 

nnd the EU •~ the ilccumulnUon of Vtlf'}' hu·~c stocks from time to limO", It sccn1s 

n~nsomtblc to suppose that polkics thnt reduce these trndc distortions will reduce average, 

stock level~. 

The impact or \he U1'uguny Round ngrcamcnt on nvcmgc stock levclst however~ 

depends in u ~:omptcx WU)t on the configumUnn (lf the protection insu·mncnls used. Thosa 

policic~ colltn.in n mngt\ or insttutncm.s. mcludiug tmtput tmd export subsidies Uwt cun 

produce sustained incrcu~cs in cxp<)t'ts~ lnnd set aside rcquircnl<}nts thnt c.mn cnusu 

susulincd reducti<1ns in cxp.on:;~ nnd stocklnilding policies which cnJ\not clH\ngc nvcrnga 

ns1 exporl. levels. 

tl'hc policy instruntcntR ~!l'fccUvc Jn the United Stntcs .U)d. the pol't..,M!.tcShMry 

l.iuropc:m Union for QXport cnmrn<)dhics urc depicted itt Figure 4. Jn. ¢Hqh cnse. tJtct¢ is n 

tm:gG.t priqc on which price suppottpay1ncnts to pt~)duccrs tHld nrc.m s¢.t .. t:tsi.dcJm1sr:uns nr~ 

bnscd. The smHainnhlc level of imct·nol pricos is dct~.;rminc.d by wodd nH~fk<tt l1ficos plus 

the cxpt11t £\ubsidios t1Vttilnb1c tn exporters. h1 Jong.,nm cqullibdum, the bt.ly.it1g,.fn pticcs 
(the lotut rntc (n the United States) nt which sttJck ncctHnulotiQUS t\rc trigscr~d nmst be: 

below murkct pricos ns depicted; ot swcks will no<Hmtnlnta htdt.'finhcJy 



Hxport 
subsidy 

LJS 

Lonn rnto 

·rnr.gett>ricc 

llxport. price. 

l;~xport 

stlbsidy 

In 1\ShOSsing the COilSC<.IUCJlCC~ or the Rouu:.l lor lt~vcls ()f public stm~ks, it is 

importmH w bcur in mind thnr stock nccuHHJhltlon \tndet· ll1c Hgrlcultuntl policies 

prcvn.iHng in tho 1wo nH~jor holdcr:v nf public stockR, the USA tUHl lhc llt), is triggon~d 

primarily hy the l'chHionship ht~lwcan th~~ rcl~vnnt stock Pltrchnsing prkt>, IHH.I the 

prcvniling 'rwrkct price~~.. tho hlgiH.w is th'~ price ofTcrod by the govcmm<.mtst 

sfockhoJding authol'ities rclutivc In the priceN nvnihtbk} clscwh<~n~, th~ 1nuro willing 

producers will he to xcll ~:omnwdhJcs t.o thC$0 ngcnclcs. ''tho ciHllcc (Jf' whctlu~r i<) usc 

swck purchases or to usc cxpon subsidies is nol diclnrcd by th~' \:Jt~ugmty Round~ lf 

UIJ,Yt.hing, tho Ruund ngrcenmnt mny c~mtsc n bins ttlwurds the usa or stnok 1m<.m1rmlatlon, 

rut.hcr thnn oxporl suhsidiziltit)ni ns u mcnns or provltHng shol't: tcml suppott .~inoc 

cxp~ndilums on shJok tmn:lmsos nrc ¢.xomtHQd ev'm rmm tho rc.std<tth:ms nt1 t<)tnJ 
dmncstlc supptwl. 
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TH~~ WELFARE IMPACTS OF THE AGRJCULTURI<: AGREE!\IENT 

Three recent studies have provided glob~tl measures of the welfare impacts of the 

Uruguay Round as implemented. These are: Goldin and vnt1 der Mcnsbru¥ghe ( 1995)~ 

Harrison, Rutherford and TarT ( 1995), and Francois, ,McDonald nnd Nordstrom ( 1995). 

The Goldin and van dcr f\,1ensbrugghc (1995) results refer to total dATI 

liberalization of merchandise trade. However, given the strong focus of the RUNS model 

on agricultural commodities, it seems that these results reflect primarily the effects of 

agricu.ltural liberalizntion because agricultural goods nrc treated as perfect substhtnes and 

because agriculture is much more finely disaggregated than non-agriculture in this model; 

this interpretation is strongly supported by previous analyses conducted with the RUNS 

model (Goldin, Knudsen and van der Mcnsbrugghe 1993) and on experiments with a 

RUNS-type general equilibrium model conducted by Harrison, Rutherford and Tmr 

( 1995). The first three sets of results are presented in Table 4o match the price impacts 

presented in Table 3, while the final set reports the results had the agreed Uruguay Round 

cuts in protection resulted jn conesponding cuts in applied rates of protection. 

Table 4 Goldin and van der Mcnsbrugghe estimates of real income effects 

1982-93 1989-93 89-93 Base with 89 .. 93 Base, and 
Protection Protection Domestic Support Agreed Cuts 

Base Base Cut 
%ofGDP %ofGDP %ofGDP %ofGDP 

Australa~ia -0.1 0.0 0.1 0.6 
EU 0.1 0.3 0.6 0.9 
USA 0.0 0.0 0.1 0.2 
Japan 0.2 OA 0.4 0.9 
Africa -0.2 -0.2 -0.3 ~0.5 

China -0.1 .;Q.l -0.2 -0.2 
India 0.4 0.5 o~7 0.8 
,Brazil 0.3 0.4 0.3 0~4 

World {$billion) 25.4 48.0 68.4 136.6 

The estimates presellted in the final column. of Table 4 are those obtained by 

applying the agreed Uruguay Round tariff cuts to the base levels of applie4 'protection 



28 

QStimmcd by lngco to have applied during u 1989.;;93 hnsc pctiod tl995). thcsl) results 

imply global wclfMti gains ()f $136.6 billion, ai1d sizabl{~ welfare gains to rt nnnJbcr or 
countries. including uu~j(H' lib(m\lizcfs such as the HU nnd Jnpnn, t\nd agriclllt.llral 

cxpnrtcrs such as Austratnsia and lndia. Stepping hnck to lht! results in column 3, where 

the domc$lic support cuts nrc nssumt~d to bind, but the cuts in hnpon pr()tccti<m and 

<!Xpc)tt subsidies arc based on th~_; measures of libci'alization gcnm·atcd by lngco (1995) 

reduces tfu~ mt~asurcd wclfnre gains by half. M\Wing to column 2, where t.he more widely 

accepted nssumption that the domestic supp(H't measures do not bind is mndc\ the globi\} 

welfare gain~ fall hy a further third, to $48 billion. If the IOn&""Pcriod average rmc of 

protection is used~~ 1mplying a less distorted countcrfnctual~-. ns in cohnnt1 I, the wclfnre 

gains fnll by close to half. resulting in global welfare gains of $25.4 billion. 

The substnntial gains to Australasia nnd t() most of the regions that gain from the 

ngrccd cuts scenario diminish ns we move left. acros5 the table. the gains to Austr;llusia 

become l.cro in column 2, nnd actunlly negative in t.hc simulations reported tasing the lt>ng 

run avcrngc rate of pr<>tcction. Moving left ncross the t:tblc also Ct\ttscs the losses 

experienced bv regions such as Africa and China (which docs 1Wt liberalize in this 

scenario bccnuse it is nt1t .t \VTO tncmbcr) to decline. This is ])t'irnarily t\ consequence ()f 

the much smaller increases in the world price~ of tcmpen\tc food crops rep()rtcd in Table 

3. 

The welfare estimates reported by HMdson; Rutherford uod 1'•trr (l995) nrc 

presented in t'nblc 5 for experiments involving both agricultural lihcr:lHZadon nnd the 

complete Unaguay Round pack:1gc of merchandise trade libcnttizution. The ::tgricultlJJ'c 

experiment is based on the 1982-93 protection benchmark and :1sStnttcs thM the 

constraints on domestic support will be l>inding .... thlls combining Jbiturcs of columns l 

at1d 3 in Table 4, 13ccausc the Harrison, Rutherford and 'Parr tllQdcl is ~\ diffcrcmiutcd 

product. model, it itlc()rporntcs the agreed limits on both hnpotltmd export bttrticr·s, 

'fhcsc rc~mlts arc obtained from a version or their model .using relatively high 

long·run Armington elasticities implying tclntivcly ch,sc substihJU.biHty ;between 
<lomcstic aHd irnportcd g<>ods .. - :tHh<>ugh •mt :infinHQ· Hs tn lh¢ ]?ca'fcct :sttbsfintt<;s c~tsc 

assumed by Cklldin and vnn dct Mcnsbrt1gghe for u~ricnhuml J)todt:lcts. ·rrhisv¢t$i6;\ of 



tho rhwds~'"' HlHhl'.J'f()rd nnd Tan rnodcl hlc(wpornt\!$ S<Hlh.~ <tc<:HlOil'\i~~s, nml f()CI\s~~s ')t1 a 

stc.ndy sut.t11 oHtc..~omc iu whidl th~ cnphnl ~wek incrt.H\se~ in rcspnuse t(t uhnngcs in the 

n;H.lrns Hl cnpitnl; th('SC t'tNillhS shnuld th~!f'Ct~lfC be interpreted HS i.nd.icnmt'.S Of pt:HCJ\lh1) 

incnm(.~ iHcrcnscs. t•nthcr than pure W(~Hhre g:tint\ from the Rmmd, sh\oc the. <K1S(s of 

tu;ctmHthHtng cnpunl hnvt~ not been tnkco inw nccoun1. 

·ruhh! 5. Hnrn~on; Rulhcrrord and Tnrt' \)S\imatcs nf Hn~ wclfun.~ gnins ftnm Hl~fi<~HHurnl 
libQrttli71\lintl nnd the Umgt~ny l~.pund. Hh'rchntnUse tmdc llben\liZ~ltiml. 

New Z(,mlnud 
USA 
Jutlan 
~~(~p. or Km:cn 
l~\li'OJ't:Yal\ \ Jnion 
.lmJone~h' 
Philippim~~ 
ThniiHtld 
Chum 
Argcot.ion 
Ur·n:til 
McxiC() 
Sub .. S~•hnnw Afric:' 
St)tUh /\sin 

{:)f.!V<:ltlt>ing tntnl 
ludnstritll totnl 

;\~~t·iculturc · · · · t:uu·· · · · 
($billion) ($hlllion) 

o.ss J.26 
0.5] 1.·:1 '\ 
3.25 l6J)8 
l6.R4 :'L:1.73 
5.24 7.45 
2().44 49.93 
0.29 2.61 
l.ll 2.37 
1.36 ll.6:\ 
~0.78 2.00 
0.72 2.3.5 
0.14 4.47 
0.71 2.29 
·OJIS .,().60 
O.:tM 6.74 

l:\.9 55.'2 
49.7 lJSA 
63:7 l70.6 

l:tun 
{'nr ()f(:i l~l>) 

t.lO 
:t64 
0.46 
().64 

2.50 
0.74 
2.l2 
4.35 
10.<> 
0.45 
l.Ol 
1.12 
().(lf 

... ()AO 
2.03 

L~O 
. ().()3 
0.74 

Tho income t~atns rCtJOrtc.d hy Hnrrison~ Rll(herford nnd JPt.Ut m·c st•hstmlth\Hy 

larger· t.hnn I hose rcporlc.xJ by (1ol<lin nod vm• dct Mc,t1sbJ1lg~hu. lh pnrt, this ls due lo the 

usc of tht} stc;\dy .. smt.c appn)lieh U) mcnsuring these lnc()mc gains. Ush1g ,(he snmo hl()d¢1 

mrd 't~Xpc.rhncnt. Jl:u·riS\)tl~ Rnlh~rf'ord and '.t'un: <f"<.uihoomhl~. J)20J rc_()t)r't; ~lob~'l wt:lnuv 

guh1s ()f $'16 bllli<m, taUt~t lhmt the. $J70,() billl()'l t~J)OJ1¢<l !in 1~obJc S. ~Howcv~w~ thetas¢ 

ur the S{Cttdy-Stt\(«,t i\SSlHtlPtiJ)tl hn~ only n :n\if\()t' ltl},lllt(1t ()Jl Ute · .. t.'C~OltS fat~ #\gtli¢\th\:U'~t 
eilher Jn. tornl <)I' In nny imlividunl•·egimr .... thr ithc worl.d ,,s .. n whOI¢, the welr~~rc Sttios 
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from ag,dcultut'al Hbcraliz;ation arc $58.6 billit1n. it1 the sn~tic model~ ,r~thc1· than $63.7 

bHiion in the stc.ndy state model. 

The results in Table 5 suggest that the agri<mhm·e ~~grecmcnt contdhut~d ro\lghly a 

third Qf the total gain\\ from trndc lihernht.ati()n under the Ronnd. The share contributed 

by ngticultural HbcmHt.ntion was h\t~ger tn dcvchlpcd countries thnn in developing, whh 

pttrticulnrly large shares arising from ~lgric\JHural libcrnlizmion in the EU a.nd Jnpan1 

paradoxic:tlly pcrhap~ the ccon()mics least. cnthnsiastic about libe•·aJizing {lgriculture. 

AustraHn and J':\·w 7.cttland both rcgtstcred gains from ngricnlt\tre thqt are imp~whmt both 

absolutely and as a. share of their total incornc g'tins frnm the Round. ln the developing 

countries \.hat libcmlizcd substantially, SlJCh as Thailnnd, the gains from agricultural 

liberalization arc t}Uitc small relative to the very substantial ovcmll gains; these r<'·S\ihS 

reflect the relatively \(')w barriers to agl'icuHnr:\1 irnports in nmny developing, cou~ltries, 

and the modest rcdHctions made under the Round. 

The Francois, McDonald and Nordstr{)m 0 995t pl63) rcStllts presented in table 6 

nrc ba.~ed on a fundamentally different assunl]:>tion ahout the nature (}f the Uruguay Rotmd 

agreement on agriculture,.- that the reductions in uwiffs ttnd dm·nestic; supt)ort we.re 

ineffective, and that only the commitments on export subsidies and on market access had 

any liberalizing impact This sccnnrio Wt\S viewed by its attthors as a 1ninim~tib,~ otm .in 

contrast with the assumption mnde in previous GATT analyses. that the reductions in 

tariff bindings had a onc~for-onc impact on import ptotcct.ion rates. 

The version of the Francois, McOomdd nnd Nordstrl,)nl n1odcl used to generate 

these results is one of Chambcrlinian monopolistic coropctition. With this model, 

liberalization increases the number of firms rQmpeting in the market, and ,this increase in 

prodnctivity increases both productivity and consumer utility directly. Another. impotiilnt 

feature of this version of the model is the capit~~~ .tn~lrket .cloStltcl when lihe.rnliz;lliot1 

increases the return to .capital, the supply of capital incrca~es until the tate of r¢t\lm on 

capital returns to its original level. Moving from n base model of 'p¢ffc¢t .cotr)pctitkm ro 
one wHh Chnlllb~tlinhm monopolistic competition has (.)hly ~, sn"!alleffc.!ct Q\l:lh~ rehtrns 
t<) ~gdcultutal liberaHzatiPil, bt~t mughly donblcs tile 'oveta1l :gttin$ ftom. lfhct~diznttt>n .. 
Ntovlngfrotn. a. model w.hh a fi>tcd c~pit~l stock to one with ·l\ fixed tl\lc ·oftctt;lm ,:~~hla)ly, 



3.1 

lowc.red the- returns fmnl ngdcuhural Hl.ier:1H~uticm \vhilt' t1\iShl& rcn~rm~ ·rn)lil 

no.nugriculturnllilH:ruli'l.:HiQJ\. 

trohlc 6. Prnr1cois; t\1cl)onnld ~Hid Nordstrthn csfimntes ofthc n.ml il)~(lfl)O cfrcc!S or 
Uruguay Round Ubentlt1;tttton 

1\\IStralnsia 
Jnr>an 
llnilcd Stntcs. 
I!U 
Afr·icn 
Chimt 
Bnst Asin 
Soulll A~in 

· · · · · · ·· · · Agricuh uru 
$bill inn 

0.87 
.. f).3() 

(}. 19 
O.QI 

1.4 
0.82 
0.63 
·0.25 
t.~s 

7.08 

~i"otttl 

:iibiUic>n 
lA6 

14-43 
3Ct,62 
~H .f'·" 
)0.72 
17.64 
:\L02 
10 .. 27 
2Cl.l6 

'Pohtl 
t}b ~)fQI)P 

0.#13 
0.4() 
O~!iZ 
O.tl8 
1.4·1 
:l.07 
3.lS 
3.07 
lliS 

1;hc much smnllcr gnins fl·mn ngricult.\lrnl UbcrnUzntion ·<>btah)c:~d .by l~httlcois, 

MefJonaJd illld Nordstrt>nl mflect n cotnbimu1nn nf the nmch snlnJl(!r th~grce t)r 

libcrt\Hzntion ctmsidcred. and th\! mueh tmm.~ highly nggregmed nntw~ of th~ ngrh.:JuHurttl 

scct(>r in their mm.,u:t. hnportmnb\ thes~ l'CMllts lnclmh) the offeets of th~ discit)fin~s (}fl 

c,Xl>Ott S\lhstdics that m·t~ widely viewed ns (iflc of th~ mo:st hnportunt pntts .of thll 

asrc(UllCllt.; both these rc~ntlt.s mut the dccomposHion r~p()J1cd by rtatrison, Rutherford: 

nnd ~rurr ( l 995. p.226) sttgg~st thnt tho 1tlcom~.l.gtdns from this som~cc are reh\tivcty Slllt\H. 

Anothct fncmr Hkt~ly to considcr~\bty rcdt1cc the cstinnncd ben¢:f1ts of ngricutmn\1 

Hbcndizmion is lhc high level of aggrcgmion ot the n!~riculturnJ sector (three, commo~mJes 

us ugnin~t si~x in the lltm·ison, Ruthcrt'<>rd nnd T~•rr nl(1del, nnd lS hl 'the; RONS mmtcl). 

l)~sphc this~ thl~ nru~lysis docs point to wonhwhilc gains f<)t n number .(Jf co\mtries and 

rcgil)t}s~ purlicuhtdy to Ansh'ulnsiu. whctc over hn.lf of the csfhmued tueom¢ gnins m:cme 

t'rom ~lgrieutrurnl Uberttlizmltm 

In considering the results or :my (lf the qunnth;IHve studi¢s, lt is hnp<lrtJmt: tO' 

remember tht\t nn (.1f the :w.nilnbtc stttdies.ln~hute ()Jl\y the hnmt:tH~ne> gtthis from tnnt.~'Ct' 
Ubcrnlizntlon hronght ab(ltat: by lhe Rolnnl~ UecltliS¢, ot~ 1ht;. bi~h dcgt¢¢' of t\ggrc~;•Uoo 

usqd 1md dirt1~ttltics in ·ev;lluntirls the l)c,tlcfit~ ;~s:mch.tc;d wilh ~slhmnio.g;f»t;i~~lil\1{ 'froth 
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reducing the variability <>f pmtccti<)n. they nlmost. certainly urtdcrst:nc the mngnihldc ()f 

the gltins from Ubcrnlh:ation. Purthcr, they consider only the i.mmcdiatc. impact of the 

libcrnlizntion ngrccd under lhc Round. 'they ignore the potcntinJly ctwrmous long run 

benefits frtHn rurthcr Ubcrnli7,ution, nnd any dymunic g~ins fron' induced irl1pr<)Vctncnt.s 

in productivity of the type thru llf~mtduo ond ~1artin ( 1993) four\tl CllUid substnnt.hHiy 

incrcttse the gnins ft·om libcmli7.,nti<m, particularly in devt~lopiug coumrics. l~or ;tll ofthtse 

reasons. it sc.cms best to view the n\HliJnhle cstinmtcs ns providing l<lW<W hmmd cstimmcs 

of the potcntlnl gnins from the Rnund. 

CONCbtJSIONS 

The Untguny Round ilgrccnmnt on agriculture was a mnjor achic.wumcnt in t.erms 

or establishing n frumework of n.tlcs fnr tntdc Hbcmlizurion where the previous dA T'l" 

rules had not been .effective. ln terms of ge.ncrming hnn1cdiat(! trade libcmHzntiou, lt wns 

considcmhly lcs~ stH.•ccssful thnn would be implied by the agrt~ed cuts in prt:>tcction, 

particularly because of the slippage fCS~tlti.ng from ndirtyu lnfifficntion ~tnd the USC Of 

ceiling bindings in dcvcl()ping coutltric~. 

Comprehensive evttluation or t.hc restraints on prmccUon introduced under the 

Round nc.eds w take int(.) acC(YUnt t.he fnct thnt these rcstra.ints do not 1\IWt\YS bind. Such 

restraints cun be expected to reduce both the mean and lhc vuriancc of prot¢ction l't\tcs, 

and both reductions reduce the expected cost of protection. lnitiul cv~tlttati<ms 'SOggest that 

both of these rcdttctions nrc likely tt) contribute substantinHy to reducing the expected 

cost ofprotcction in many cases. One pessimistic ptlsslbiHty, lht1t high tad ffhitldings nH!,y 

nt.trnct applied rates upwards, cannot be completely ntled ollt,. :tnd points to n '1¢ed fot 

policy cconomi:~ts to help in clnrifying the distincliOJl between the: HmhR on protection 

agreed under the Round and the rates clctualty upprled . 

The nvailqble qullntitntivc cvalmtt.ions of the a,gdcuhural libenUizatiOil point .to 

global rca,l ·income g<\tUS Of ttp to $60 billion, even With()llt (hldtig intO aC¢OlJfl( the 
bcnc(its rcstiltillg from tc<h•ctlons h1 the, .v,adi\bility of protection. these, :g4hts ·ll.lb1o$t 

certninly underestimate. the l')cnefits of the Romtd, since th¢.y ,.~\t¢ bnscd, or1 rcl;lUvely 
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~\ggt'eg~\tcd models, m1d lgn(we t.h~ potcnthtUy v¢ry in1porhtttt dynamic gnins nsst\cimcd 
With induced t~c:lmkml change following JihornUzntion. 

·rhc p<>st ... Ro~md ~lgricnltttnll trudc rogitnc will provide nn cxpclJcnt st~tttJng pQint 

fm• 1\itUr~ !ibcmlizmion Of W("WhJ :\gfictlh\trul trad(}. \~lth H\l'iff bindings r10W fixed', lhe 

·~~dippngc'' :~ssucimcd Wi(h the t•'•rlffic,mtion should not tccur. niJowing ngrccd cuts in 

hn1dh1gs to bring nbont Jnrgcr reductions in protection thnn they did when undcrtnkt:n 

with the ittitinl ct)nverskm of mmtnriJr bnrricrs into tnriff:li. The; ttadc ncsodutors htwc 

been J1HJticulnrJy kind to us us policy rcscnJ"chcrs in s<:h~1(htling the nc.xl rtlUtld <)f 

ngricuhuml ncgotintion!i m hcg.in in 1999"'~ fur enough hl thu fumrc so t)\lr best wo.rk 

over the ncx.t few years can he published. rcengniu:d nrtd contribute to shaping the 

environment f<)r these nugotintions. 
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he rulocnwd from dch to poor pouotri<:s Wll<:H the f{H·utc•·'s trndu tmrric.r·s an.l IOW{!J:ed! 
smm~ indu.strhls in the North will cxpnnd nt the cxr>ensc, of those ilnlustrics in the, Smtth. 
nnd conversely. In nny (;~nsc. it shmlld not ~hntlly bet assmnc.d Uu.H i'clocn\ing StJiU<; 
prmluction to the South ncccssnl'ily wor~cms th~~ C!Wh·omn~nt. Rca~l\1 l)f~lhnhHH'Y 
oxmnimHions of !he likely ~mvironnwrHnl cffct~ts of reducing gov~~rmmmt nssisturw~ t<1 
t.wn or the North's ntost tlrotcctl\d h1dU~II'ic~, cor1l nnd fond. revcnl thnt itt bnth casas tho 
globnl cnvlmnm<~nl. may well be hnprnvcd by 1rndc Hbct·nliztltinn, cspoctnlty if 
cmnplcmcnttH'Y Qnvirnmmmt.ul pollcic~ (U'~' in plncc, That. outcomc is ptlssiblo pmtly 
bccnu5c prmluctlon -nf those goods in the Nnnh tends to lm nwrc, j)QIIutivu thnn olscwhcrc,. 
As wcllt reducing ~~nnl producer subsidies in Europe would rtli~<I tho inlcnHitionnl pl'icc of 
~mnl, thcrllhy dis~'-H"'HP.IIll,t its usc olfiCWIIt~rc nnd Ml lmvcrHlg glubnl cnr·bon cn\issioos 
(t\ndenmn J 992h. Su.~auhlik nnd Coruynnnnkls 199$). flnt tu get u fuller· rmswar tn the 
quo!ltion nf whcthcl' hmml,.bmn~d libct·nli'wliqns Mtch 11s the Uruguny Round would bo 
cnvirontncmully friC'ndly requires lurge~scnle funnol mod,!lling nnnlyscs, 

Nor need nw risk of (H\Vii'Oilll\CIHUI dunmgc From Lnmsporl nctivity incnmsc with 
trnde rcfonn. The lt)Wt~ring of impnrt barriers to pn)ccssctl pritn;lt~y rwmhtcts. for cxntnplo, 
would tdlow lllOI\l mw nwt.crials to he pwt~c:sscd in rcsoorc.·c .. rich cmlntt'h.!sl Ml rcdut!i!lg 
the bulkiness of shipn1e1Hs. 

\Vhnt of 11\c nrgUil\Cill thnt tlH: tlpporttmily f'(ll' tillpital Olllflow breeds 1pOlhtlit>n 
hiwens• nhruad and thereby rcdm:cs the dnve.lopmcnt in high·stnndnrd coutHrios nl 
<mvironmenmlly friendlier prmluction tcehnologics'? Some hnvc nrgucd JJuu the 
uppOt't\lnilitJs for 'illl:h innovntions me ~o great thut nlising cnvironnmntHl stnndnrds l,lUUld 

l.most rath~~r Uum 1'411Hn.l H country's ctnnmny {Porter nnd vnu dar t,,indc t 99()), Hnw~;vct\ 
thnt urg.tttncnt beg~ the qt1cstioo or why Mtch invcst1ncnt~ would not have been mndc in nn 
upeu economy without the impc•sHiun nf .stricter tstundnrds (PHimCI'; Otttcs nnd Pn.rtney 
1996), Jn nny case~ the-re is Iilli~! cmpiri~nl cvidcn(.;o to suggest llwt ruhdng sumdnnls 
stimnlutcs imwvtHiou. Just lis there is little theoretical or ctnpiricnl S'\lpJ)ort f\w the 
opposite nnliml thut differences in envit•onlncntul ShliH.htrds hove o significant illlpnct on 
firrns, cmnpctitivcncss nnd/or their decisions to it1vcst nbn..1i:!d (Jnffc ct ill. 1995. \VUson 
1996). 

l·low \green' arc the rules of tht~ GATT, how htwo they been ndnpt.cd ovor rhne, 
nnd Nhonld t.hcy he altered further'? Fr()nt the (Httsct the <JAT'r hns been a oml!'crvationlst· 
insUtution In the sense thai its JHirpoNc tw.s been to reduce trade bnrriors nnd thereby the 
incfflGicnc>' in tiK~ usc of' the \V()J'Id's J'O!:iOurccs. 'l'hu hcnrt or lhl1 CJAT'l\ ~tgrc:cd to by 43 
orighwt (.mntr~tGUng purties in 1947 m1d since then by mn>lher· tOO or so cotmtdns, is the 
notldiscrhnhmti'm n:::quircrncnts <>I' Ank~lcs I und IlL 'These ohHgnto panics to treat 
inHmrts n·o1n nny GATT ctlntrllcting muty no less ft.W<)U!'ably liH\Il otho,~ imports (th~ 
10\(,lf;t .. fnvourod .. nntion' rcquircnlcnt) and no less l'uvo\lnlbly; ofter· bcmh.W lt\X~$ tH~Il ptl.id, 
than nhnilnt· domestic products (the ~nationul trcntmonr• 1'9<jt!Jrcment}. Atticte · XX 
provides exceptions . to thu~c goncl'ul rules, however~ inchtdin~ provisions rot soH1Q 
ctw.iJ·('>nmcutnl rogtllntions.. SpccU1oolly, pnrts (b) and (s) ()(' ArtiulQ. )(X .;\!low .trmlc 
rcsldctiuns '1ocucssnry to JJrOtcct lm1.mm, uniutolr ()J' plnotlifc w· hunHh" nJHl urchHing: tJl 
the conservntl(m (1r c-,1\hnustiblc nnturnl rcsqm·ccs if s\!Ch measures 1\l.·c nHtdc cft'QoUvc in 
conjHitcJJon with rcs~rictltJns Wl domestic prod\lqtJon or constnnpt.kHl1

\ suhj~Pt, to {hQ 
l'cqmrumcnt that ~nJCh restrictions ~~~n·c IHH npplicd in n nuumct· wJ1ich wc>Uld ·oonstHtltc ·n 




