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Indonesia, Japan, Malaysia, Pakistan, the Philippines, the Republic of Korea, Thailand and Viet 
Nam. The project aimed in a practical sense to offer the participating countries a chance to 
study the effects of trade liberalization on their agriculture, primarily from the academic point 
of view, and to exchange information for further development of their agriculture. 

 
Two phases of country study, which were the main parts of the project, produced the 

first and second country reports of the ten participating countries. This integrated report was 
compiled first to summarize those country reports and second to consolidate the overall 
findings, analyses and policy recommendations achieved in the project. 
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without his zealous assistance, the project, as well as this integrated report, could not have been 
completed. I thank Dr. Michio Kanai, National Research Institute of Agricultural Economics, 
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integrated report. Dr. Douglas R. Stoltz deserves of many thanks for his editing services 
throughout the publication of the reports of the project. 

 
It is really my pleasure to release this integrated report as the concluding achievement of 

the “TradeLib” project at a time when the whole world is seeking agreeable future direction and 
a framework of trade liberalization under the inevitable trend of trade globalization, particularly 
after the rupture of the Seattle conference of WTO in late 1999. I sincerely hope that this 
integrated report, together with the country reports of the ten participating countries, will 
provide readers with an opportunity to analyze and recognize again the influence of trade 
liberalization on agriculture in this region and to further discuss the preparedness of Asian 
countries. 

 
Finally, I would like to express my sincere appreciation to the Government of Japan for 

its generous support in funding the project. 
 
 

February 2000         Haruo Inagaki 
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Executive Summary 

Framework of the project 

The project “Effects of Trade Liberalization on Agriculture in Selected Asian Countries 
with Special Focus on CGPRT Crops (TradeLib)” was formulated based on general concerns 
regarding on-going trade liberalization policies adopted by both WTO and non-WTO members. 
The project was funded by the Government of Japan outside of the Japan ESCAP Cooperation 
Fund as a three-year collaborative research project. The project operationally started in April 
1997 with ten countries in Asia: China, India, Indonesia, Japan, Malaysia, Pakistan, the 
Philippines, the Republic of Korea, Thailand and Viet Nam. 

One driving force of the trade liberalization policy of a country is its commitments under 
the international trade organization and multilateral economic groupings. After the Second 
World War, the General Agreement on Tariffs and Trade (GATT) and the WTO successively 
played the most significant role in world trade. There are at least two other important economic 
groupings within the ESCAP region that emerged during the late 1980s and played a notable 
role in trade among the member countries. These are the Asia Pacific Economic Cooperation 
(APEC) and the Association of South East Asian Nations (ASEAN) Free Trade Area (AFTA).  

Within each economic group, the member country is committed to liberalizing trade and 
providing special trade privileges to the member countries. The commitment and privileges with 
AFTA are somewhat more extensive than those of APEC, which is more in line with the WTO. 

The project participating countries, except India and Pakistan, are members of APEC, 
while China and Viet Nam are not yet WTO members. Five out of the ten countries are 
members of AFTA, namely Indonesia, Malaysia, the Philippines, Thailand and Viet Nam. 

The main objectives of the project are: 
 

(i) to identify changes in international trade of agricultural products in the region under 
liberalized market conditions; 

(ii) to characterize the situation and prospects of agriculture in selected Asian countries with 
special attention on the effects of trade liberalization; 

(iii) to specify policy options for improving farmers’ income in the process of trade 
liberalization; and  

(iv) to provide concerned policy makers and researchers with discussions and suggestions on 
the above findings. 

The project consists of three studies as follows: 
(i) institutional study on international agricultural trade liberalization (institutional study); 
(ii) study on effects of trade liberalization on commodities (commodity study); and 
(iii) study on effects of trade liberalization on local agriculture (location-commodity study). 

The institutional study and commodity study analyzed mainly macro level aspects of the 
effects of trade liberalization. On the other hand, the location-commodity study analyzed mainly 
intermediate and micro level aspects. 

The institutional study attempted to highlight and analyze institutional aspects of trade 
liberalization. The study included reviews/analyses on: 

(i) history of the trade regime; 
(ii) the trade regime at present and towards year 2000 or 2004 (government policies, etc.); 

and 
(iii) infrastructure related to foreign trade. 
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The commodity study attempted to highlight and analyze effects of trade liberalization on 
selected commodities. The study included reviews/analyses on: 

(i) both sides of international trade, namely, export and import; 
(ii) international trading patterns; and 
(iii) international trade performance.  

The location-commodity study (i) attempted to highlight effects of trade liberalization on 
agriculture at the local or farm level especially effects on small farmers and (ii) included 
reviews/analyses on effects of trade liberalization on selected commodities at the local or farm 
level. 

The implementation period of the project was divided into a first phase (April 1997 - 
June 1998) and a second phase (July 1998 - December 1999). The institutional study was 
stressed in the first phase and the commodity study and the location-commodity studies were 
implemented in the second phase. Since the project was conceived and started before the Asian 
currency and economic crisis began in the middle of 1997, the study handled basically the 
period before the crisis. Seven countries, nevertheless, referred to the effects of the crisis on 
their economy and agriculture.  

The ten participating countries can roughly be classified according to their overall trade 
performance with agricultural products as importing countries or exporting countries. Countries 
falling within the first category are Japan, the Republic of Korea and Malaysia, while the 
second category includes Indonesia, the Philippines, Thailand, India, Pakistan, China and Viet 
Nam.  

These ten countries vary greatly in terms of population, GNP, social development 
indicators, finance, land, agriculture and trade.  

Selection of commodities for the study in each country was made almost completely 
based upon the interest and priority of the country concerned. Nevertheless, rice was selected 
by all participating countries as a common commodity in the studies. Among other 
commodities, maize was selected by most of the countries followed by soybean. In addition, 
some countries studied livestock products such as pork, beef, mutton, poultry, eggs and milk as 
well as fish products, vegetables and perennial crops. In general, the commodity coverage in the 
first phase is boarder than that of the second phase. This is due mainly to the in depth analysis 
in the second and third studies and time constraints.  

Progress of trade liberalization 

According to the first phase study, the institutional study, the trade liberalization policy 
of each country very much depended upon (i) the status of socio-economic development of the 
country, (ii) the share of international trade in its GNP, and (iii) the comparative advantage of 
the country. 

On the other hand, domestic and international political pressure as well as multilateral 
accords also had certain impacts on the country’s trade liberalization policies. The starting point 
of trade liberalization varied among the ten participating countries, but the progress can be 
roughly divided into two periods. 

Start of import liberalization (late 1950s – 1970s) 
By and large, Japan started its trade liberalization policies on certain agricultural 

commodities in the late 1950s. There were at least two factors which motivated Japan to initiate 
the liberalization policies. First, the natural resource constraints faced by Japan could only be 
solved through international trade. Second, Japan was able to achieve rapid and sustainable 
economic growth in the mid 1950s. 
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During this period, the Republic of Korea and Malaysia, which are classified as food 
importing countries, concentrated their policies on import substitution and export promotion. 

In the same period, the major emphasis was more or less put on production and input-
oriented policies in the agricultural exporting countries such as India, Indonesia, the Philippines 
and Thailand. China, the largest country in the region, was in the process of domestic reform of 
its economy and agriculture and it maintained basically a closed economy. 

Start of opening up and the WTO (1980 – present) 
In fact, this period may be divided into two sub-periods, namely, 1980 – 1992 the pre 

WTO sub-period and 1993 – present or the WTO sub-period.  
The economic expansion and growth of Japan enhanced its impact in international trade. 

Consequently, Japan was requested by major developed trading partners and ASEAN to further 
liberalize import of agricultural products. In addition, Japan was pressed to open up its 
agricultural market in compliance with the WTO commitment. The Republic of Korea gradually 
allowed its agricultural trade policy to liberalize international trade in line with the WTO 
commitment.  

Most of the countries progressively opened up their agricultural trade, especially in 
imports of agricultural products during this period. 

The most significant trade liberalization, which had strong impact on agricultural trade 
in the ESCAP region during this period, was the opening up of the Chinese economy and the 
gradual liberalization of trade policies in India. 

In the WTO sub-period, trade liberalization has continued in all of the ten countries 
including non-member countries, China and Viet Nam. 

Trade-related infrastructure 

One important factor that determines the benefit of a country under free trade is the 
existing physical infrastructure of the country. The major physical infrastructure includes roads, 
railroads, rivers, airports and seaports. According to observations made during the interim 
reviews in the individual countries, most of the infrastructure in Japan and the Republic of 
Korea is well developed and developed, while that in the Philippines, Pakistan and Viet Nam is 
mostly under developed.  

The existing infrastructure in Indonesia, Malaysia and Thailand is mostly in the 
developing stage, however, road and air infrastructure in Thailand is better developed. In 
general, the infrastructure of large countries like China and India is still in the developing stage.  

As a matter of fact, development of infrastructure in each country very much depends 
upon the state of economic development and the natural resource endowment e.g. rivers and sea 
access. A good example is the development of infrastructure in the Philippines, which has 
almost stood still since the economic crisis in the 1980s. 

Awareness of the WTO 

According to observations made during the interim reviews in the individual 
participating countries, awareness of the WTO of concerned parties, including government 
officers, private firms, farmers and consumers, was very strong in the developed and 
agricultural importing countries such as Japan and the Republic of Korea. In general, the 
awareness of government officers in the ASEAN countries (except Viet Nam), China, India and 
Pakistan is strong, while that of the private sector is moderate. Nevertheless, the awareness of 
farmers and consumers is, generally, very weak or weak in most of the countries. 
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The awareness of the WTO of a country depends on the seriousness of its trade-related 
issues regardless of whether it is an exporting country or an importing country. Also it depends 
on the development of the country’s information networks as well as the country’s openness of 
society. Development of information networks depends largely on the economic development 
stage.  

Reports on trade liberalization in each country written by both domestic and foreign 
researchers have been increasing, which reflects awareness and interest on the issue. 

Trade performance 

The structure of trade performance among the ten countries between 1992 and 1996, 
which represent the pre WTO sub-period and the WTO sub-period, is almost the same. As for 
the magnitude of trade values, countries can be divided into three groups, i.e. East Asia: Japan, 
Republic of Korea and China; ASEAN except Viet Nam: Malaysia, Thailand, Indonesia and the 
Philippines; South Asia and Viet Nam: India, Viet Nam and Pakistan. 

Although the structure is the same during these years, the total merchandise trade among 
the ten countries almost doubled. This may suggest that the process of trade liberalization has 
benefited almost all of the ten countries in macro terms. 

Effects of trade liberalization on specific commodities  

The second phase study mainly consists of a commodity study and a location-commodity 
study. The commodity study analyzed the effects of trade liberalization at the national level 
using simple welfare analysis. According to the studies, net welfare gains due to trade 
liberalization are estimated for almost all the commodities. In the case of export commodities, 
producers’ welfare gains are larger than consumers’ welfare losses and in the case of import 
commodities, consumers’ welfare gains are larger than producers’ welfare losses.  

Individual commodity results are shown by taking the example of rice, which is the only 
common commodity selected by all ten countries. Among the ten countries, the rice importing 
countries are Japan, Malaysia, the Republic of Korea, Indonesia and the Philippines. All 
estimations confirm the conventional theory that there is a consumer’s surplus gain and a 
producer’s surplus loss and the net difference is a net welfare gain except for the following. 
Indonesia assumed three cases: (i) an international price increase case, (ii) a import tariff 
decrease case, and (iii) a simultaneous international price increase and import tariff decrease 
case. Among them the results of the first case showed a producer’s surplus gain, a consumer’s 
surplus loss and a net welfare loss. Also for the case of the Philippines, which assumed a 
scenario of an increase in import tariff due to the present policy regime, the results showed a 
producer’s surplus gain, a consumer’s surplus loss and a net welfare gain. 

China, India, Pakistan, Thailand and Viet Nam are rice exporting countries. The welfare 
analysis is in line with the expectation that there is a producer’s gain and consumer’s loss. 
However, the net welfare of China and India is negative, while that of Pakistan, Thailand and 
Viet Nam is positive. This may due to the fact that China and India are large countries and 
consume a large amount of rice domestically, and also due to the fact that India assumed the 
withdrawal of producers’ subsidies. 

Effects of trade liberalization on commodities at the local or farm level 

The location-commodity study analyzed the effects of trade liberalization at the local or 
farm level using partial budget analysis. In general all analyses revealed that there is an increase 
in farmers’ return or gross margin after trade liberalization for the export commodities, except 
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for a few commodities such as maize in China and non-Basmati rice in Pakistan. For the import 
commodities, trade liberalization decreased the return of farmers, except for maize in Pakistan 
and Thailand. 

Export commodities are usually produced more efficiently, whereas import commodities 
are usually produced less efficiently. The latter are often grown by small farmers. Also they are 
often grown in less favored areas in a country. These facts lead to an interpretation that the 
adverse effects of trade liberalization go most seriously to small farmers and to farmers in less 
favored areas. The farmers in less favored areas are often small farmers. 

Actual performance of trade-related figures after the introduction of the 
WTO 

The actual performance of trade data was tested using a simple method for major 
commodities, namely, rice, maize, soybean and palm oil. In most cases no clear effects of trade 
liberalization were observed. Perhaps it was too early to observe effects of trade liberalization. 
It might also be due to the fact that measures to prepare for trade liberalization had not yet been 
adopted or even if adopted their effects will appear after a certain time lag. Or it might be due 
partly to unexpected disturbance by factors such as El Niño and the Asian economic crisis.  

Nevertheless, some effects of trade liberalization were observed. For the assumed import 
case, these are maize of the Philippines and soybean of the Republic of Korea. For the assumed 
export case, these are rice of Thailand and palm oil of Malaysia. 

Recommendations and future topics to be addressed 

Various recommendations were proposed in the country reports, and these are roughly 
summarized as follows: (i) development of more efficient measures of production in both 
exporting and importing countries for higher income and food security, (ii) better policies and 
programs for crop diversification and direct payment to be implemented for small farmers and 
farmers in less favoured areas in a transition period of trade liberalization, (iii) improvement of 
trade-related infrastructure especially roads and ports, and (iv) more efficient information 
networks for farmers and consumers, the private sector and government institutions covering all 
the stages of production, consumption, marketing, and international trade. 

Several important observations and issues were raised in the studies, but not discussed 
fully in the reports. These issues should be addressed in the future: (i) structural reform of 
government to handle sanitary and phytosanitary measures and technical barriers to trade, (ii) 
product quality, (iii) large countries such as China and India as prospective importers of staple 
food, (iv) short and long run problems to adapt to the freer trade situation, (v) environmental 
compatibility including genetically modified organism agricultural commodities, (vi) price 
instability, and (vii) new members of the WTO. 
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