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Beyond
Special and Differential
Treatment

The majority of WTO members are now developing countries. Yet, until the launch of the
Doha Development Round, their interests remained on the periphery of multilateral trade
negotiations. Because development is at the center of the Doha Round, developing coun-
tries must seize the moment to obtain an agreement that promotes their integration into
the world economy and provides an opportunity to compete in the global marketplace.
First and foremost, that means developed countries must reduce trade-distorting do-
mestic subsidies, eliminate government funded export competition, and increase mar-
ket access. But, it also means that developing countries must ensure that the Doha
Round helps them take advantage of more open markets, both as exporters and as
importers.

In the early years, the GATT dealt primarily with reciprocal tariff negotiations, where
developing countries had little to give. Inthe early 1960’s, as a result of pressures from
UNCTAD and the Group of 77, a development dimension (Part IV) was introduced into
the GATT. Part IV opened the door for preferential treatment of developing countries and
provided some flexibility to the strict reciprocity conditions of the GATT. However, de-
spite Special and Differential Treatment, the early rounds of trade negotiations
did little to benefit developing countries.

When the Uruguay Round negotiations were launched, the growing integration of the
global economy, the emergence of competitive developing country exporters, and the
increased understanding of the positive role trade can play in economic development
brought the interests of developing countries into the trade negotiations. Nowhere was
this truer than in agriculture. However, the Uruguay Round agricultural negotiations fo-
cused mainly on developed country agricultural policies and their impact on competitive
developing country exporters, who were mostly members of the Cairns Group.

The effect of these policies on developing country farmers and consumers, who
are among the world’s poorest citizens, was not a central focus of the negotiations.
The Doha Round must continue to reduce the distortions on world markets, but
it must also deliver greater and quicker benefits to developing countries.

Food & Agricultural Trade @




IPC Issue Brief Number Two: Beyond Special and Differential Treatment
Preface

The goal of the Doha Development Round is to bring the benefits of more open markets to developing
countries. Yet, much of the discussion about the interests of developing countries has been
subsumed under the subject of Special and Differential Treatment—a structure that was created in
the 1960s when the needs and interests of the developing countries were quite different than they
are today.

Today, the interests of developing countries are in well-functioning global food markets, with a
minimum of distortions. These interests are no different than the interests of many developed
countries. The Doha negotiations on agriculture depend on developing countries. Without their
concurrence and acceptance, there will be no deal. If developing countries put their negotiating
capital into an ambitious outcome that substantially reduces the distortions in agricultural trade
through real increases in market access and substantial reductions in trade distorting subsidies
they will derive far greater benefits than seeking exemptions and exceptions from the WTO rules.

That is not to argue that developing countries do not need special considerations to deal with their
very pressing agricultural challenges. Some of these can be addressed through longer implementation
periods for policy reforms. Some can be addressed through special safeguard measures. But
many must be addressed with additional resources—both domestic and international—to modernize
their agricultural sectors, and with supporting domestic policy environments.

This paper was drafted by the IPC Secretariat and discussed by IPC members at the 315 Plenary
Meeting in Mexico City. A number of IPC members have offered extensive comments on the draft.
As such the Issue Brief reflects the general views of the IPC members, but it should not be
assumed that every IPC member necessarily agrees with every point made in the Brief.

The IPC hopes that this Issue Brief on Special and Differential Treatment can illuminate the debate
now taking place in Geneva and in national capitals, and serve to encourage developing countries
to continue to push for an ambitious result in Cancun and in Doha.

M. Ann Tutwiler Robert L. Thompson
Chief Executive Chairman

The International Food & Agricultural Trade Policy Council (IPC) convenes high-ranking government officials, farm
leaders, agribusiness executives and agricultural trade experts from around the world and throughout the food
chain to build consensus on practical solutions to food and agricultural trade problems.

An independent group of leaders in food and agriculture from industrialized, developing and least developed
countries, the IPC’s thirty-eight members are chosen to ensure the Council’s credible and impartial approach.
Members are influential leaders with extensive experience in farming, agribusiness, government and academia.



The Evolution of Special and Differential
Treatment

Firstthe GATT and now the WTO have addressed
developing country concerns under the general
rubric of Special and Differential Treatment
(S&DT). The original concept behind S&DT was
that developing countries needed more time to
adjust to open trade—a variation of the infant in-
dustry argument popularized in the late 1950s
and early 1960s. Inits early days, S&DT prima-
rily exempted developing countries from the com-
mitments undertaken by developed countries.
More recently, S&DT has come to include posi-
tive actions by developed countries to support
developing countries, such as technical assis-
tance and capacity building.

While still recognized as essential, given the
sharp differences in developed and develop-
ing country agriculture and the high level of
agricultural subsidies offered to developed
country farmers, the conventional wisdom
about S&DT has evolved in recent years. De-
velopment economists began to emphasize the
benefits of trade and open markets for develop-
ing countries, arguing that developing countries
would benefit more from real market liberaliza-
tion rather than delaying liberalization under
S&DT provisions. Also, the needs of developing
countries began to diverge as their levels of de-
velopment diverged. No longer are developing
countries negotiating as a single block. Indeed,
developing countries are now often found on op-
posite sides of agricultural issues.

For example, the African Group, the Like Minded
Group, the Small Island Developing Nations, the
Land Locked Countries and the Cairns Group
(whose membership includes a number of de-
veloping country exporters) have submitted very
different proposals on Special and Differential
Treatment. The Cairns Group proposed enhanc-
ing the Green Box by including measures of in-
terest to developing countries, retain the de mini-
mis provisions for domestic subsidies, eliminate
tariffs on products of interest to developing coun-
tries more quickly, and to create a special im-
port safeguard.

The Net Food Importers proposed extending the
Peace Clause for developing country policies
aimed at food security, rural poverty and rural
development, and exempting staple crops from
tariff cuts.

The Africa Group called for enhanced Green Box
measures, special import safeguards, food aid
provisions to guard against market disruptions,
retention of existing preferences, and retention
of bound tariffs on staple foods.

India supported a Food Security Box; blanket
exemptions for all measures aimed at alleviat-
ing poverty, rural development and food secu-
rity; and higher tariffs on staple products. The
diversity of these proposals in the Doha Round
highlights the growing divergence of interests
among developing countries.

Special and Differential Treatment in the
Uruguay Round Agreement on Agriculture

Under the terms of the Uruguay Round Agree-
ment on Agriculture, developing economies
faced reduced commitments and longer imple-
mentation periods than were agreed for devel-
oped countries.

= Market Access: developing countries’ tariff
reductions were two-thirds of those for de-
veloped countries. Tariffs could be reduced
over ten years instead of six. Minimum
market access commitments could be
phased in over ten years, instead of six.
Developing countries were not required to
convert their non-tariff barriers on dietary
staples into tariffs and were allowed to pro-
vide reduced access to those products in
their markets. (Japan invoked the exemp-
tion and did not convert its non-tariff barrier
for rice into tariffs at the outset of the Uru-
guay Round in exchange for higher market
access commitments. It should also be
noted that only a few developing countries
have used this option, notably Korea and
the Philippines for rice.)

= Domestic Support: developing countries
had to reduce their trade-distorting domes-
tic support by 13% instead of 20% as re-
quired of developed countries. Investment
and input subsidies for low-income farmers,
as well as subsidies to aid diversification
out of narcotics production, were exempt
from cuts. The de minimis threshold is 10%
for product specific and non-product spe-
cific support, compared to a 5% threshold
for each in developed countries. Least de-
veloped countries were completely exempt
from reduction commitments. Subsidies to
poor consumers and public stockholding for



food security purposes were also excluded
from disciplines.

= SPS Measures: Developing countries can
delay implementation of SPS measures,
have more time to comply and can request
special technical assistance in complying
with SPS measures.

= Export Subsidies: Developing country com-
mitments to reduce export subsidy outlays
and volumes were reduced. The least de-
veloped countries are exempt from making
commitments to reduce export subsidies.
Some forms of export subsidies, such as
processing, handling and transportation sub-
sidies, used by developing countries were
also excluded from reduction commitments.
Net food importing developing countries were
also exempt from commitments to avoid
export restrictions.

Limitations of Special and Differential
Treatment

While itis widely accepted that developing coun-
tries need more help to compete in world mar-
kets, trade agreements that provide only for
longer implementation and reduced commit-
ments mean that the process of economic policy
reform, which is in developing countries’ own
interest, is delayed.

In some areas, longer implementation and
reduced commitments provided for in the
Uruguay Round Agreement have been mean-
ingless to all but afew developing countries.
For example, only a few of the most developed
developing countries can afford to provide bud-
getary support or export subsidies to their farm-
ers. For countries that compete against subsi-
dized commodities in world markets, such re-
duced commitments are meaningless if devel-
oped country export subsidies are still in use.
And, allowing countries to delay implementa-
tion of SPS provisions may make it more diffi-
cult for developing countries to access devel-
oped country markets.

Some S&DT provisions in the Uruguay
Round Agreement have had unanticipated
consequences. For example, least developed
countries were not required to convert their non-
tariff barriers into tariffs, but instead were allowed
to establish ceiling bindings on tariffs. How-
ever, because they did not convert these non-
tariff barriers into tariffs, they do not have ac-

cess to the special safeguards provision. There-
fore, the least developed countries have less
flexibility to protect their vulnerable farmers
against import surges even as OECD govern-
ments have made significant use of the safe-
guard provision to protect their farmers from
import surges.

Itis also likely that developed countries have
used development in general and S&DT in
particular as arationale to delay their own
reforms in some areas. For example, devel-
oped countries retain practices that lower world
commodity prices, such as export subsidies,
surplus disposal, and export credits, as well as
practices that restrict market access, such as
high tariffs and quotas for products with prefer-
ential access into developed country markets.
Developed countries often cite the beneficial
effects of these policies on recipient developing
countries (such as lower prices for food import-
ers on the world market, or higher prices for
exporters into protected markets). But, those
arguments invariably do not consider the im-
pact of these policies on developing countries
that do not benefit from preferential access. In
short, “development” becomes a rationale for
countries to continue policies that disrupt agri-
cultural markets. It does not necessarily follow
that developed countries would immediately
change their policies if they could not make this
particular set of arguments, but they are power-
ful in persuading some developing countries not
to press too hard for reforms.

This is also true in reverse. The original pur-
pose of Special and Differential Treatment was
to level the playing field between developed and
developing countries. Increasingly, Special and
Differential Treatment has become a means of
compensating developing countries for the lack
of market access and the existence of distorted
commodity markets.

There are other shortcomings as well. Under
the Uruguay Round Agreement, developing
countries have access to the same “de minimus”
rules (albeit at different levels) on commodity-
specific, and non-commodity specific support
as do developed countries, but because of lim-
ited domestic resources, only a handful of
developing countries have made use of ei-
ther category of subsidies. Developed coun-
tries, on the other hand, have made ample use
of commodity- and non-commaodity specific de
minimus rules to supplement their Amber Box



supports. While the use of these policies is per-
fectly legal under the WTO, in the eyes of many
developing countries, these policies have under-
mined the intent of the Uruguay Round.

The other anomaly is that developing countries
are not allowed to introduce new Amber Box
measures, beyond the 10 percent de minimis
levels, while developed countries based their
reduction commitments on historically high lev-
els of spending in place prior to the Uruguay
Round. Even though developed countries are
reducing Amber Box subsidies, there is still a
huge disparity between what developed and de-
veloping countries are allowed to spend on their
agricultural sectors. This difference highlights the
huge disparity in public resources spent on farm-
ers in developed and developing countries.

More generally, S&DT that has allowed de-
veloping countries to maintain higher tariffs
hurts consumers, who face higher food prices
as aresult, and it also retains resources in
commodities that may not be economic to
produce. At a minimum, it discourages coun-
tries from adopting new technologies, and inno-
vating to reduce their cost structures and im-
prove their competitiveness. And finally, higher
tariffs among developing countries have also
inhibited the development of South-South
trade. South-South trade now accounts for 40
percent of developing country exports, and 70
percent of the duties paid by developing coun-
tries are paid to other developing countries.
Economists estimate that half of the benefits of
liberalizing trade will come through lower tariffs
between developing countries. Agricultural tar-
iffs between developing countries are often higher
than agricultural tariffs between developed and
developing nations. Reducing tariffs among de-
veloping countries could facilitate regional mar-
kets, which provide an excellent proving ground
for developing country exporters.

Beyond Special and Differential
Treatment

In the early days of the GATT, the main issue for
developing countries was gaining access to de-
veloped country markets. This is still a primary
objective. But, in the current round, developing
countries are being asked to liberalize and de-
velop their own economies, expose their farm-
ers to global competition, and compete for mar-
ket share in the global export marketplace.
Developing countries need not only access

to markets, they need assistance meeting
guality and safety standards necessary to ac-
tually capture market share. Developing
countries need not only areduction in price
depressing export subsidies, they also need
moreinvestment in infrastructure to compete
on the global marketplace.

Special and Differential Treatment—longer tran-
sition periods and reduced commitments— is
no longer sufficient to address the complex chal-
lenges facing developing countries as they at-
tempt to integrate into the global economy while
addressing their very legitimate development
concerns.

Going forward, developing countries must ask
for Special and Differential Treatment that meets
their needs and to seek an agreement that pro-
vides them real market access into developed
and developing country markets.

They must demand an agreement that reduces
the level of trade-distorting domestic subsidies,
and that eliminates subsidized export competi-
tion. Special and Differential Treatment that al-
lows countries to simply delay reforms will find
it more difficult to develop, adjust and compete
in the global arena.

Above all, developing countries must not let
S&DT become the trade-off for a less than
ambitious outcome in the overall trade
negotiations.

For many developing countries, the real con-
cernis competing against subsidized farm-
ersin developed countries. These countries
argue that they cannot compete against produc-
ers who receive export subsidies, marketing
loans, counter-cyclical payments and direct in-
come support. For these countries, an ambi-
tious outcome that increases market access,
reduces government funded export competition
and reduces trade-distorting domestic subsidies
will deliver greater benefits to developing coun-
tries than traditional S&DT ever could. Develop-
ing countries still have unique concerns that need
to be addressed in the negotiations. But, devel-
oping country concerns should be addressed in
ways that integrate them into the global trade
system, promote economic development and
facilitate economic adjustment.

Some developing countries and some interna-
tional organizations have called for the creation
of a Development Box or a Food Security Box



to address developing countries’ concerns about
food security, and to balance the interests of
developing countries against developed coun-
tries. But over time, a separate box—or sepa-
rate commitments— for developing countries
could fall victim to the same problems of tradi-
tional S&DT. This is not to argue that developing
countries do not have particular interests in say,
expanding the types of policies covered by the
Green Box, for example. However, creating a
separate set of commitments and differentiating
between developing country commitments and
developed country commitments risks leaving
developing countries further and further behind
in integrating their economies into the global
arena.

Moreover, a separate set of commitments for
developing countries sets a dangerous
precedent of creating two sets of rules, one
for developed countries and another for
developing countries.

The WTO is an agreement based on rules. This
rules-based system is particularly important for
developing countries because all countries, re-
gardless of size or power, must play by the same
rules. If developing countries are allowed a dif-
ferent set of rules (rather than simply delayed or
reduced commitments), developed countries
could more easily rationalize skirting the rules
for their own benefit. (Itis important to empha-
size that in such a system, all participants, in-
cluding developing countries, must be able to
make use of the rules to protect their interests.)
It took many years to address agriculture
under the GATT precisely because agricul-
ture was subject to special exemptions that
kept sensitive commodities off the negotiat-
ing table. It is extremely dangerous to go back
down that road. It would be better to ensure
that the rules were fairly and equitably ap-
plied to both developed and developing coun-
tries.

Developing Countries’ Stake in the Doha
Round Negotiations

Many developing country concerns are, in fact,
similar to concerns of any food exporting or
importing country, and can be addressed under
the three pillars of the negotiations—market
access, export competition and domestic
support. Some of these concerns—for example
administration—are even more vital for developing
countries than they are for developed countries.

Market Access: Many of the problems faced
by developing country exporters (tariff peaks,
tariff reduction formulas, and tariff rate quota
(TRQ) administration) are not dissimilar to
problems confronting exporters in developed
countries. The Uruguay Round Agreement did
little to address tariff peaks and tariff escalation.
It allowed countries to leave tariffs on sensitive
commodities higher than tariffs for less sensi-
tive products. A formula that either caps peak
tariffs or reduces higher tariffs more than lower
tariffs would address these concerns. To ensure
that tariffs on sensitive commodities are reduced,
it is important that tariff cuts not be averaged
across all commodities, but rather across indi-
vidual tariff chapters. It would also be important
that import quotas continue to expand on a com-
modity by commaodity basis.

The Uruguay Round Agreement did not provide
guidelines on TRQ administration, which have
made it difficult for exporters to take advantage
of market access improvements. The complex-
ity of TRQ administration is a particular problem
for developing country exporters who may not
have access to current information about quota
fill rates, or who may not have been “historical”
suppliers. Here the developing countries have a
strong incentive to join forces with developed
countries seeking to clarify guidelines for TRQ
administration in order to improve real market
access opportunities.

Lower tariffs and increased access will benefit
developed country exporters, but they create
concerns about the impact of imports on sub-
sistence farmers and in particular, imports of
subsidized commodities. Some developing coun-
tries have proposed creating a special category
of “Strategic” or “Special” products which would
be exempt from tariff cuts (or in some cases
which could see higher tariffs) and import quota
increases.

However legitimate these concerns, raising
tariffs or avoiding tariff cuts for products on
development or food security grounds will
reinforce protectionist interests in developed
countries, make it less likely that developed
countries will make meaningful cuts in trade
distorting subsidies, and will keep protected
commodities of interest to developing coun-
tries off the negotiating table.

Without strict criteria or time limits, an “open-
ended” exemption to the general rules for “Spe-
cial Products” producers of any commaodity, re-



gardless of how important it might be to a
country’s actual food security could petition their
government for protection. Protection would
go to the most politically powerful, not nec-
essarily the most vulnerable. Also, because
developing countries trade in relatively few tariff
lines, even a short list of “Special Products” could
essentially eliminate all agricultural trade. More-
over, since many of these “strategic” products
are important to intra-regional trade between
developing countries, maintaining high tariff bar-
riers against developed country products may
exact greater damage on neighboring develop-
ing countries.

And, once declared, it would be impossible
to remove a Special Product from the list.
One need only look at entrenched protection
across many commodities in developed coun-
tries to appreciate the difficulties associated with
revoking such a declaration. Finally, such pro-
tection does not necessarily benefit those it tries
to help: farmers in developing countries. Many
of these farmers grow too few tons to receive
much benefit from higher prices. Moreover, high
tariffs on staples raise food prices for all con-
sumers, but most critically the poorest consum-
ers. In developing countries, the poorest con-
sumers are subsistence farmers who do not
grow enough food to be self-sufficient. As con-
sumers, higher food prices do them more harm
than good. Providing such protection also keeps
resources employed in uneconomic sectors in
the economy and ultimately raises transition
costs for uncompetitive farmers.

Lower tariffs and broader access are also a con-
cern to countries that benefit from Special Pref-
erences. These countries, as well as the Euro-
pean Union, which provides preferential access
have proposed that “margins of preference” on
products subject to special preferences be re-
tained. These proposals would enable developed
countries to avoid tariff cuts in their most sensi-
tive products—which are exactly those products
of most interest to developing countries. Allow-
ing developed countries to maintain “margins of
preference” for certain countries discriminates
against other developing countries who do not
benefit from preferences, but who nevertheless
wish to compete in export market.

Moreover, as spelled out in the IPC’s recent is-
sue brief on Special Preferences, these prefer-
ences have often locked developing coun-
tries into a dependency on commodities in

which they may no longer hold a compara-
tive advantage, inhibiting adjustment to poten-
tial new markets. In some cases, the high prices
offered under preferential access have diminished
the need to adapt new, cost saving technolo-
gies, leaving the developing country producers
with high, and uncompetitive cost structures.
(Revisiting Special Preferences for Developing
Countries, IPC Issue Brief Number One, May 1,
2003.)

Of most concern, these proposals will
actually increase protection in developing
countries, rather than provide for a longer
transition time or shallower reduction
commitments. Not only would many of the
gains to be reaped from lower protection in
developed countries bereduced if developing
countries increased their trade protection, but
trade between developing countries would
suffer as well. And, there is arisk that they
will be offered in exchange for a less than
ambitious outcome in the overall
negotiations. The trade-off could well be less
market access in commodities or sectors of
interest now—or in the future—to developing
countries.

Yet, for least developed countries, tariffs are of-
ten the only feasible instrument to protect farm-
ers in the face of import surges—from whatever
source. Least developed countries do not have
the financial resources to provide income sup-
port to farmers hurt by imports. This is doubly
true when imports are made cheaper through
subsidized export competition, or by trade dis-
torting domestic policies. Developing countries
need to be able to deal with import surges of
critical crops, whether caused by subsidized
exports or global demand and supply conditions.
A narrowly defined special safeguard, for a
pre-determined set of crops could help.

This safeguard should be simple and transpar-
ent, with triggers (imports below an established
price or above an established quantity) bound in
the agreement. The use of special safeguards
could be limited to a list of declared crops, with
a maximum total tariff bound in the agreement.
It should also be limited to specific periods of
time. One suggestion might be to allow safe-
guards only on products with tariffs below a mini-
mum threshold level or only for countries with
domestic subsidies below some level of agricul-



tural GDP. The use of special safeguards
should not be linked only to crops that are
subsidized, since from the point of view of
the importing country’s farmers, import
surges are disruptive, regardless of the rea-
son.

Domestic Support: Over the years, many de-
veloping countries have taxed, rather than sub-
sidized, their farmers. According to recent stud-
ies, this taxation seems to be abating in many
developing countries. However, developing
countries continue to under-invest in the sorts
of Green Box measures that could improve
their long-term competitiveness. Investments
inrural roads, research and regulatory infra-
structure have lagged. In part this is caused
by developing countries themselves, who have
placed a higher priority on urban projects, and
in partitis caused by the decline in Official De-
velopment Assistance to the rural and agricul-
tural sectors.

In fact, very few developing countries are close
to the 10% de minimus levels allowed under the
URAA. Only eight developing countries have
reported positive AMS figures to the WTO. In
many countries, product specific support is ac-
tually negative. (Thirty WTO members have the
right to use Amber Box subsidies, including a
number of developing countries, such as Argen-
tina, Brazil, Columbia, Costa Rica, Mexico,
Morocco, Papua New Guinea, Thailand, Tuni-
sia, and Venezuela.)

The Uruguay Round Agreement (Article 6.2)
does allow for certain policy instruments to en-
courage agricultural and rural development in
developing countries. Investment subsidies and
agricultural input subsidies are also allowed if
they are targeted to low income or resource-
poor producers. (These subsidies are not found,
however, in the Green Box. They are classified
under “temporary measures” which have to be
periodically reviewed.) Subsidies provided to en-
courage producers to diversify out of illegal nar-
cotics are also allowed, as are rural develop-

ment programs, stock-holding to enhance food
security and food subsidies for the urban and
rural poor. Even though the overall level of agri-
cultural investment is inadequate in most devel-
oping countries, over half of the domestic sup-
port provided by developing countries falls within
Green Box, or other unrestricted categories.

Yet, developing countries remain concerned that
the current definition of Green Box subsidies
might impede their ability to support their agri-
cultural sectors in the future. The most signifi-
cant concern for developing countries revolves
around subsidies allowed under the Green Box
and the expiration of the Peace Clause. Some
subsidies, such as those for irrigation, are al-
lowed under the Green Box as currently written.
But, these subsidies could significantly increase
production, and by extension, trade. If the Peace
Clause is not extended, developing countries fear
these subsidies could be subject to challenge
by a third country exporter. Some of these con-
cerns have merit, but rather than creating a
separate set of rules, these concerns should
be addressed under the existing definition of
Green Box subsidies.

Developing country concerns that some pro-
visions of the Uruguay Round Agreement
weakened disciplines on domestic subsidies
are well taken. The Blair House Agreement, in
which the United States and the European Union
agreed to make domestic subsidy commitments
binding across the entire agricultural sector,
rather than commodity by commaodity, certainly
meant that trade distorting domestic subsidies
were not reduced as much as originally envi-
sioned. And, in some cases, the relative level
of protection has actually increased. Here again,
developing countries share the interests of other
WTO members in seeing the level of domestic
subsidies reduced and the disciplines tightened,
commodity by commaodity.

Developing countries also rightly point out
that developed countries, which provided
support to their farmers in excess of their

1Countries that converted their non-tariff barriers into tariffs during the Uruguay Round were allowed to use special
safeguards to protect these commodities against import surges. These mostly developed countries have made wide
use of special safeguards since the Uruguay Round agreement, often on crops that were not “critical” in any sense
of the word. The European Union, for example, has reserved safeguards on 539 products; the United States, 189

products; and Japan, 121 products.

Some have argued that this provision was essentially “special and more

favorable treatment” for developed countries. In the Doha Round, any limits on the number of commodities eligible for
safeguards should apply to developed and developing countries alike. Price and volume triggers for developed
countries could be set higher than for developing countries.



Amber Box commitments via de minimis
measures, will be allowed to reduce those
excesses over time, while developing coun-
tries are prohibited from going beyond their
Amber Box levels. This should not, how-
ever, be arationale for developing countries
to increase their trade distorting support;
rather it should be a reason to argue even
more forcefully for disciplines on developed
country Amber Box and de minimis mea-
sures.

Finally, while it is not in the direct purview of the
WTO, itis important to point out that many de-
veloping countries have not made the necessary
investments in Green Box measures to provide
the underpinnings of a viable agricultural sector.
Investments in rural roads, telecommunications,
market information, research and extension
must be supported by developing countries
themselves but also by multilateral and bilateral
aid programs. Unfortunately, foreign assistance
to agriculture and rural development has fallen
dramatically over the last twenty years; and the
philosophy of multilateral lending agencies has
not recognized the very legitimate role the pub-
lic plays in creating the environment for a mar-
ket economy. For their part, developing coun-
tries themselves have failed to ask international
institutions to invest in rural infrastructure.

It is deeply inconsistent for developed
countries to ask developing countries to
open their markets while reducing foreign
assistance to agriculture. It is equally
inconsistent for developing countries to
argue for more protection when they have
failed to promote their own agricultural
development.

Export Competition: The proposals submitted
by developing countries (even net food import-
ers) generally oppose export subsidies by OECD
countries, but some argue that developing coun-
tries should be allowed to continue to use these
policies. Developing countries are also con-
cerned about other means of government sup-
ported export competition (such as surplus dis-
posal or market development programs operat-
ing under the guise of food aid, or export credits

which disrupt local markets). While these pro-
grams have legitimate uses, such as assisting
developing countries with financial constraints
to import food, or in real emergencies providing
food to starving people, if poorly timed or used
inappropriately, they can disrupt markets in de-
veloping countries. These concerns are widely
shared with many WTO members and need
to be addressed on a comprehensive basis
in the negotiations.

Itis in the interest of developing countries
overall to negotiate tough rules on all forms
of export competition. Developing countries
cannot afford to use export subsidies. Nor can
they afford costly subsidy wars with OECD coun-
tries. And, of all subsidies, export subsidies are
the most trade distorting, and the most ineffi-
cient at supporting farm incomes. Export subsi-
dies hurt developing country farmers by lower-
ing world market prices and displacing domes-
tic consumption. Export credits and food aid can
also reduce domestic prices in developing coun-
tries. These policies do provide short-term ben-
efits to developing country consumers in the form
of lower commodity prices. But, in net food im-
porting countries, most consumers are also farm-
ers who cannot compete against lower-priced
imported food. Moreover, lower food prices ben-
efit both rich and poor consumers—not only
those who most need it. It would be far more
effective and efficient to target assistance to poor
consumers who cannot afford to buy food, than
to subsidize all consumers.

Developing countries, alongside many developed
countries, are critical of export embargoes, taxes
and restraints that withhold food from the world
market, whether due to short supplies or foreign
policy concerns.? Embargoes due to short sup-
ply exacerbate high prices, and embargoes due
to political considerations create uncertainty and
unpredictability. Either makes it difficult for de-
veloping countries or other food importers, to rely
on the world market as a source of food secu-
rity. But, again, developing countries share
these concerns with food-importing devel-
oped countries and would be best served by
an outcome that restricts and then bans these
kinds of export restraints.

2 Some developing countries use differential export taxes that act as a subsidy to processing industries by reducing
the taxes paid on processed goods. In some cases, these taxes are an important source of government revenue.
But, in either case, these taxes should not be used to subsidize domestic industries and should be made less trade-

distorting, then disciplined and reduced.



Differentiation: Under WTO rules, developing
countries have been allowed to self-declare eli-
gibility for S&DT. Many economists have ar-
gued that such a broad definition of “developing
country” makes any S&DT concessions essen-
tially meaningless. Moreover, it is politically
easier for developed country politicians to give
S&DT to developing countries than it is to open
sensitive agricultural markets to competition.

Developing countries are no longer ahomo-
geneous group. They are not at the same stage
of development. Some countries that now apply
for S&DT have per capitaincomes that are higher
than that of OECD member countries. Others,
who may be competitive in one commodity, may
still have many subsistence farmers in other
sectors. Yet, under the current framework, there
is no way to distinguish among developing coun-
tries or to define which countries are developed
and developing. Nor is there a way to distinguish
between developing countries, some of which
may have competitive exporting sectors along-
side subsistence farmers.

S&DT can never be meaningful as long as
near-developed countries can also be classi-
fied as developing countries. For S&DT to be
meaningful, it should be limited to countries that
are indeed developing. There are several ways
to address this issue. The first is to establish
fixed, general economic criteria (such as GDP
per capita and level of economic diversification),
similar to that used by the World Bank and the
IMF. The second is to supplement general eco-
nomic criteria with agriculture specific criteria,
such as overall agricultural export market share,
the level of competitiveness or subsistence in
particular commaodities. For example, countries
with a competitive export sector in one com-
modity would be prohibited from using S&DT
measures related to that commodity, but could
use them for other commodity sectors or for
general agricultural investment purposes.

A third option would be to maintain some forms
of S&DT for all countries (such as broader defi-
nitions of Green Box measures), but restrict
other forms to specific countries (such as pro-
viding duty and quota free access to least devel-

oped countries). It is important that any crite-
ria established for which countries could
benefit from S&DT is objective, rather than
based on subjective judgements which leave
too much room for political decisions.

Conclusions

The objective of the Uruguay Round was to bring
agriculture under WTO rules and to reduce the
level of trade distorting subsidies. The Uruguay
Round Agreement accomplished the first objec-
tive, and made progress toward the second.
However, the Uruguay Round Agreement did not
address many concerns of developing countries.
The overall level of subsidies in OECD countries
increased even though the form of subsidies has
changed. Import barriers have been reduced,
but not in the products of interest to many de-
veloping nations. Export subsidies have been
reduced, but along with other forms of export
competition, still disrupt commodity markets.
Export restraints and embargoes were not ad-
dressed.

Clearly, the Doha Round must go beyond the
Uruguay Round to impose disciplines on devel-
oped country agricultural policies. It would be
unrealistic to expect developing countries to
agree to reduce their trade barriers without a
similar, and binding, commitment on behalf of
developed countries.

The limitations of the Uruguay Round
Agreement should not be used as an excuse
for developing countries not to liberalize their
own economies in the Doha Round.

Economic studies demonstrate that it is in the
developing countries’ economic interest to con-
tinue moving forward with liberalization. But,
economic benefits are even greater if both OECD
and developing countries liberalize. And, diffi-
cult reforms are easier to sell politically if every-
one makes them simultaneously. Therefore, the
primary goal of developing countries in the Doha
Round should not be to create exemptions for
themselves. Developing country interests would
be better served by expending their political capi-
tal on getting the most ambitious deal possible.
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IPC Issue Brief Number Two: Beyond Special and Differential Treatment

The goal of the Doha Development Round is to bring the benefits of more open markets to develop-
ing countries. Yet much of the discussion about the interests of developing countries has been
subsumed under the subject of Special and Differential Treatment — a structure that was created in
the 1960s when the needs and interests of the developing countries were quite different than they
are today.

Today, the interests of developing countries are in well-functioning global food markets, with a
minimum of distortions. These interests are no different than the interests of many developed
countries. If developing countries put their negotiating capital into an ambitious outcome that
substantially reduces the distortions in agricultural trade through real increases in market access
and substantial reductions in trade distorting subsidies they will derive far greater benefits than
seeking exemptions and exceptions from the WTO rules.

That is not to argue that developing countries do not need special considerations to deal with their
very pressing agricultural challenges. Some of these can be addressed through longer implemen-
tation periods for policy reforms. Some can be addressed through special safeguard measures.
But many must be addressed with additional resources — both domestic and international — to
modernize their agricultural sectors, and with supporting domestic policy environments.

Economic studies demonstrate that it is in the developing countries’ economic interest to continue
moving forward with liberalization. But, economic benefits are even greater if both OECD and
developing countries liberalize. Difficult reforms are easier to sell politically if everyone makes
them simultaneously. The primary goal of developing countries in the Doha Round should not be
to create exemptions for themselves. Developing country interests would be better served by
expending their political capital on getting the most ambitious deal possible.
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