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This year marks the twentieth anniversary of the launch
of the World Trade Organization (WTO) with its atten-
dant agreements on agriculture (Uruguay Round Agricul-
ture Agreement, URAA), technical barriers to trade (Sani-
tary and Phytosanitary Agreement, SPS), and much more.
The URAA and SPS were particularly significant as they
brought agriculture fully under the WTO disciplines for
the first time. While much progress on reducing manufac-
turing tariffs had been made under the General Agreement
on Tariffs and Trade (GATT) between 1947 and 1995
when the GATT was absorbed into the WTO, the fact
that agriculture was not subject to these trade rules allowed
countries to implement a wide-range of highly distortion-
ary trade barriers. Many of these were non-tariff barriers
which have particularly destabilizing effects on world mar-
kets (Peterson, 2009).

To address the problems with agricultural trade, del-
egates to the Uruguay Round which lasted from 1986 to
1994, managed to craft an agreement focused on three
policy areas that came to be referred to as “pillars:”

1. Market access for imports which required the re-
placement of non-tariff barriers with equivalent
tariffs that were to be lowered by 36% over six years
(24% for low-income countries over ten years) and
a number of other trade policy constraints.

2. Export subsidies which were to be reduced by 36%

in value and 21% in volume over six years.

3. Trade-distorting domestic support as measured by
an Aggregate Measure of Support (AMS) which

was to be reduced by 20% over six years. Policies

that are not thought to have an impact on trade
are placed in a “green” box and not counted in
the AMS. Likewise policies that might be trade-
distorting but are complemented by restrictions
on output or input use to offset the distortionary
effects are also exempt (“blue” box). Policies placed
in the “amber” box are counted in the AMS and
are subject to reduction (WTO, 2015).

Initial expectations for the URAA were relatively mod-
est. Most analysts thought there would be only limited
impacts on actual trade flows but noted that it was an im-
portant accomplishment to finally bring agriculture fully
into the multilateral trading system (Diakosavvas, 2004;
OECD, 2001). Beyond the URAA, the SPS allowed reso-
lution of some long-standing frictions related to manufac-
turing processes and common practices in animal agricul-

ture (Hobbes, 2014).

World agricultural trade as measured by the real value
of exports increased about 150% between 1995 and 2011
(author’s calculations based on data from FAOSTAT, 2015,
deflated with the World Bank Manufacturers Unit Value
index). Not all of this increase, of course, can be attrib-
uted to the effects of the URAA as many other phenomena
that occurred over this time period, such as income and
population growth, for example, also affected the evolution
of world agricultural trade. To sort out the different influ-
ences on agricultural trade, economists rely on statistical
models. A few years after the URAA was adopted, there
were a few efforts to use such models to conduct ex post
evaluations of the impact of the agreement. For example,
a session at the annual meetings of the Agricultural and
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Applied Economics Association formerly known as the
American Agricultural Economics Association (AAEA) in
1999 brought together speakers who examined evidence
on the effects of the agreements (Anderson, 2000; Sumner
and Lee 2000; Thompson, Herrmann, and Gohout, 2000;
Glauber, 2000; and Martin, 2000). The authors of these
studies found that the URAA had begun to have some lim-
ited positive impacts on agricultural trade but noted that
many of the provisions of the agreement had not been fully
implemented and called for continued efforts to further re-
form agricultural policies. Daikosavvas (2004) and OECD
(2001) also found that the early effects of the URAA
among the members of the Organization for Economic
Cooperation and Development (OECD) were quite lim-
ited. Note that in 2011, the OECD accounted for about
62% of world agricultural exports (FAOSTAT, 2015).

The original agricultural agreement included an article
specifying that new negotiations on agriculture would
begin five years after its implementation. The new talks
initiated in 2000 were eventually folded into the Doha
Development Round (DDR)—also known as the Doha
Development Agenda, DDA—which was launched in
2001 to address a wide range of trade issues. Most analysts
seem to have shifted their attention at this time from ex
post evaluations of the URAA to ex ante assessments of
proposals being raised in the context of the DDR (Mc-
Calla and Nash, 2007). More recent ex post evaluations of
the URAA include articles by Grant and Boys (2012) and
Ghazalian and Cardwell (2010). Grant and Boys (2012)
find that the effect of membership in the WTO on both
agricultural and non-agricultural trade flows is substantial
with the impact on agricultural trade actually surpassing
that for non-agricultural goods. Ghazalian and Cardwell
(2010) examined the effect of the URAA on international
trade of meat products finding that its impact has been
limited.

An alternative to assessing the effects of the URAA
through analysis of changes in export and import values is
to examine changes in the types of policies implemented by
WTO members. The URAA targets particular policies—
such as, import tariffs— that are expected to influence
trade so an important indicator of how well the agreement
is working is whether it has actually resulted in changes in
the policy instruments that are likely to have the greatest
negative impact on trade. Recent studies of this nature have
been carried out by the OECD (2013), Swinnen, Olper,
and Vandermoortele (2012), Daugbjerg and Swinbank
(2009), Josling and Mittenzwei (2013), Jones (2010), and
Anderson (2010). In general, these authors find that the
URAA has led to substantial changes in the types of ag-
ricultural policies practiced by members of the WTO. To
reach these conclusions, many of the studies use data on
agricultural policy collected by the OECD. In light of the

2 CHOICES 2nd Quarter 2015 - 30(2)

current national policy discussions on trade agreements, it
is useful to further examine the effectiveness of this earlier
agricultural trade agreement.

Describing Agricultural Policies in the OECD Data
Since 1986, the OECD has collected and compiled

data on agricultural policies in OECD countries. More re-
cently, this database has been expanded to include several
emerging economies as well as Chile, Mexico, and Israel,
countries that have only become members of the OECD
more recently. Information on government expenditures
and trade-related costs is arranged into three broad catego-
ries, the producer support estimate (PSE), the general ser-
vices support estimate (GSSE), and the consumer support
estimate (CSE). The PSE, GSSE and part of the CSE are
added together to determine a total support estimate (TSE;
OECD, 2010). The PSE is the best indicator of direct sup-
port to agricultural producers in the OECD database and
data on this measure will serve as the basis for the following
discussion. OECD analysts use information on national
agricultural policies to classify producer support into seven
categories:

1. Support based on commodity output including
both transfers arising from trade barriers (referred
to as “market price support”) and government pay-
ments tied to output.

2. Government payments based on input use.

Government payments based on current area
planted, animal numbers, receipts or income (A/
An/R/T) with production required.

4. Government payments based on non-current A/
An/R/I with production required.

5. Government payments based on non-current A/
An/R/I with production not required.

6. Government payments based on non-commodity
criteria (for example, environmental protection).

7. Miscellaneous payments (OECD, 2013).

These policy instruments have different impacts on ag-
ricultural trade. Market price support (MPS), for exam-
ple, is a measure of the monetary benefit to producers of
trade barriers which are widely thought to cause the great-
est distortions in world markets (Tokarick, 2005; Croser
and Anderson, 2010; Martini, 2011; Anderson, Rausser,
and Swinnen, 2013). Payments based on non-current at-
tributes (A/An/R/I) with no requirement for production
and those based on non-commodity criteria such as envi-
ronmental safeguards are thought to be fully “decoupled”
from production decisions making them less likely to cre-
ate distortions in world agricultural trade. Decoupled pay-
ments are classified as green box policies at the WTO. The
other types of payments noted above are generally thought



Table 1. Percentage PSE and Shares of Support for OECD Members, 1986

leaves out a great many important
details. For the purposes of this ar-

and 2013 ticle, however, this simplified account
Region/ % PSE MPS Share| Decouple Share| Other Share should pl‘OVide enough background for
Country 1986* | 2013 | 1986* | 2013 | 1986* | 2013 | 1986* | 2013 discussing the changes in farm support
OECD 37.6 18.2 157 34.3 L3 252 23 2.8 that have taken place in the aftermath
Australia 12.9 1.9 75 0 3 255 17 74.5
Canada 37.4 11.6 49.6 69.6 0 0 50.4 30.4 of the adoption of the URAA.
Chile 1.1 104 | 958 2.2 0 0 42 97.8
EU 38.6 198 86.6 | 232 0.5 46.1 12.9 30.7 Composition of Agricultural
Iceland 75.6 | 41.3 92.8 40 0 0.2 72 59.8
Tsrac] 19.1 8.1 532 | 704 | 55 4 | 413 | 282 Producer Support
Japan 65.1 556 | 902 778 32 74 6.6 14.6
Korea 64.5 525 | 99.5 93.2 0 0 0.5 6.8 The level of producer support as
Mexico 3.6 123 | 399 | 202 0 125 | 601 | 583 measured by the percentage PSE for
New Zealand | 19.7 0.5 8.8 76.8 0 0 91.2 23.2 the OECD as a whole has declined
Norway 596 | 529 | 487 | 353 0 03 513 | 644 from 37.6% in 1986 (31.2% in 1995)
to 18.2% in 2013 (Table 1). There have
Switzerland | 759 | 49.4 82.3 29.5 0 28.1 177 | 424 . . .
been dramatic declines in producer
Turkey 17.3 19.2 76.2 75.3 0 03 238 244 support in Australia and New Zealand
United States | 24.1 74 316 12.4 16 26 66.8 61.6

*1990 for Mexico and Chile, 1995 for Israel.
Source: Author’s calculations based on OECD (2015).

to influence producer decisions about how much to pro-
duce, thereby leading to trade distortions to one degree or
another (OECD, 2010). In terms of the three pillars of the
URAA, import barriers (market access) and export subsi-
dies are measured by the MPS estimates. Government pay-
ments fall under the domestic support pillar and are placed
in the amber, blue, or green boxes according to the degree
to which they are thought to be trade-distorting. The total
PSE can be decomposed into the percentages of producer
support resulting from the various categories of policy in-
struments. For example, the U.S. PSE in 2013 was $31.0
billion of which $3.8 billion, or 12.3%, were the result of
trade barriers as measured by the MPS.

Along with measures of the monetary transfers as-
sociated with the various producer support policies, the
OECD also calculates a number of indicators reflecting the
overall levels of support. The easiest to understand is prob-
ably the percentage PSE which is calculated by dividing
the PSE by a measure of farm income, thereby showing
the proportion of farm income that is the result of gov-
ernment policy interventions. Farm income is equal to the
value of total production at the farm gate plus government
payments to farmers. The percentage PSE for the United
States was 7.4% in 2013 suggesting that U.S. farm policies
including both government payments and consumer trans-
fers through higher prices brought about by trade barri-
ers accounted for 7.4% of total farm income. The country
with the highest percentage PSE in 2013 was Japan where
the transfers due to government intervention amounted to
about 56% of farm income (Table 1). It should be noted
that this brief explanation of the way in which the OECD
producer support estimates are calculated and reported
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while the changes in many other coun-
tries have been much more modest.
The fall in the percentage PSE is not
due entirely to policy changes induced
by the URAA. The need for produc-
er support declines as world prices rise as they did after
2007. In the United States, for example, loan deficiency
payments for corn, classified by the OECD as payments
based on output, reached more than $4 billion in 2005
but have been non-existent since then due to the dramatic
increase in corn prices and other policy changes (OECD,
2015). Nevertheless, the URAA has clearly had some im-
pact on the overall decline in the levels of producer sup-
port. Daugbjerg and Swinbank (2009), for example, argue
that the URAA has had a significant influence on the way
agricultural policy has evolved in the EU where there have
been substantial changes in both the types of producer sup-
port provided under the EU’s Common Agricultural Policy
(CAP) and the level of that support.

The OECD tracks the changing composition of pro-
ducer support in its annual reports and many analysts have
used the OECD database to assess the impact of the URAA
and other agreements on agricultural policy composition
(Swinnen, Olper, and Vandemoortele, 2012). In their
analyses, these authors tend to group MPS and the more
trade-distorting  government interventions—payments
based on output—into a single category which they show
to be declining as a percentage of the total PSE. Because
trade barriers are the primary target of the WTO, it is of
interest to track MPS separately. In Table 1 and the charts
that follow, producer support policies are grouped in three
categories: MPS (transfers to producers through import
barriers and export subsidies), decoupled payments (pay-
ments made without requiring production and payments
based on non-commodity criteria), and other payments
(the remaining policy categories). The percentages of the



Figure 1. Composition of Producer Support, OECD (1986-2013)

with the declining proportion of pro-
ducer support through trade barriers
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represents a significant shift from the
most to the least trade-distorting agri-
cultural policies. The evolution of the
composition of agricultural policies in
the EU and the United States is shown
in Figures 2 and 3. The most dramatic
changes have occurred in the EU (Fig-
ure 2) where MPS as a percentage of the
total PSE has fallen from 87% at the be-
ginning of the period covered to about
23% in 2013. Much of this decline was
related to policy reforms undertaken
to comply with the provisions of the
URAA. In 2003, the EU implemented a
new form of producer support known as

Note: The percentages for “other support” are computed as a residual (% other payments = 100 - MPS

share - decoupled share).
Source: OECD, 2015

Figure 2. Composition of Producer Support, EU (1986-2013)

the Single Farm Payment (SFP), which
is fully decoupled and the proportion of
producer support that is decoupled has

risen from virtually nothing to almost
half the value of the PSE. While Switzer-
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Source: OECD, 2015

total PSE accounted for by each of these three categories
are shown in Table 1 and Figures 1-3. Figure 1 displays
the evolution of the three components of producer support
for the OECD as a whole over the period 1986 to 2013.
From 1986 to 1995, market price support accounted for
more than 70% of the OECD PSE but in the years follow-
ing the implementation of the URAA, the proportion of
producer support based on trade barriers declined steadily
to 40-45% in recent years. This is exactly what would be
expected as a result of compliance with the provisions set

out in the URAA.

Decoupled payments were almost non-existent until
about 2005 after which they have made up an increasing
percentage of the OECD PSE. This change in combination
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=#—Decoupled Support (% of PSE)
== Other Support (3 of PSE)
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land maintains a higher level of overall
support than most OECD members, it
has followed the EU’s pattern of reduc-
ing the proportion of support from trade
barriers while expanding decoupled sup-

port (Table 1).

In the United States (Figure 3),
MPS—made up primarily of sugar and
dairy import barriers and export subsi-
dies—has generally accounted for a low-
er proportion of the PSE than in many
other OECD countries. That percentage
has also declined from a high of 54% in
1989 to about 12% in 2013, in part be-
cause the use of export subsidies in the

United States has declined significantly.

Decoupled payments increased with

the 1996 Farm Bill and remained fairly

steady at about 30% of producer sup-
port until 2013. The importance of decoupled payments in
U.S. producer support will decline with the elimination of
direct payments in the 2014 Farm Bill. In 2013, direct pay-
ments, at $4.4 billion, represented 54% of total decoupled
payments and 14% of the U.S. PSE. Smith (2014) argues
that the new programs introduced in the 2014 Farm Bill to
replace the direct payments are likely to be classed as amber
box policies suggesting that the new farm policies in the
United States may actually be more trade-distorting than
has been the case in recent years. Carter (2014) provides a
careful assessment of the likely impacts of the 2014 Farm
Bill reaching a similar conclusion that the new U.S. poli-
cies run counter to aspirations for more liberal agricultural



Figure 3. Composition of U.S. Agricultural Producer Support (1986-2013)

emerging economies: Brazil, China, In-

donesia, Kazakhstan, Russia, South Af-
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rica, and Ukraine (OECD, 2015). Some
of these countries seem to have begun to
follow the pattern of many high-income
countries in subsidizing their farmers.
The level of producer support in China,
Kazakhstan, Indonesia, and Russia (per-
centage PSE equal to 17%, 15%, 21%,
and 14%, respectively) is similar to that
of Canada, the EU, and Turkey (OECD,
2015). In addition, China is the only
one of these emerging economies to pro-
vide some support through decoupled
programs while most of the producer
support in all seven countries comes

Note: The percentages for “other support” are computed as a residual (% other payments = 100 - MPS

share - decoupled share).
Source: OECD, 2015

trade. The bulk of U.S. producer support has been pro-
vided by non-decoupled payments and that appears likely
to continue under the new agricultural legislation.

Future Prospects for Reaching Agreements on Trade

While members of the OECD account for a large share
of world agricultural trade, there are many other countries
with interests in the WTO rules related to agriculture.
The DDR has been ongoing for some 14 years with little
progress to report. In December of 2013, the adoption of
the Bali Trade Facilitation Agreement was seen as a poten-
tial breakthrough in the talks. In July of 2014, however,
India blocked the agreement because of concerns about
food security (Ayres, 2014). Historically, many develop-
ing countries taxed their agricultural sectors in an effort
to keep food prices low for urban consumers (Peterson,
2009). As per capita incomes, urbanization and industrial
manufacturing have taken off in some of these countries
agricultural policies have begun to shift from consumer to
producer support. Emerging economies such as India and
China appear to be somewhat wary of agricultural trade
liberalization as evidenced by the 2008 collapse of the
Doha talks brought about by their disagreement with the
United States on the definition of import surges that would
trigger agricultural safeguards (7he Economist, 2008).
Many developing countries are exempt from some of the
URAA requirements because they are eligible for “special
and differential treatment” under WTO rules. Anderson
(2010) argues that the WTO has not been very effective in
counteracting rising agricultural protectionism particularly
in developing countries.

The OECD collects data on agricultural policies in seven
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from trade-distorting trade barriers and
payments based on output. Brazil, South
Africa, and Ukraine still have low levels
of support with percentage PSEs rang-
ing from 1% to 5% (OECD, 2015). For
other developing countries, the struc-
tural adjustment programs of the 1980s and 1990s led to
some modification of the cheap food policies that had been
prominent in earlier years as well as some trade liberaliza-
tion (Peterson, 2009). Most analysts, however, would still
argue that there is much work left to be done on opening
markets in both emerging and low-income economies (An-
derson, 2010; Brink, Orden, and Datz, 2012).

The URAA appears to have been fairly successful in
moving producer support policies in the OECD coun-
tries away from the trade barriers that create the greatest
market distortions while encouraging greater reliance on
decoupled policies that have much milder effects on trade.
Much of the change in the aggregate OECD support com-
position is due to policy reforms in the EU, however. In
addition, the new U.S. Farm Bill suggests that the United
States, long a champion of agricultural trade liberalization,
can no longer be counted on to play a leading role in efforts
to liberalize global agricultural markets. In addition, it is
noteworthy that a significant proportion of producer sup-
port comes from decoupled payments in only five of the
OECD members. Decoupled support is of some impor-
tance only in Australia, the EU, Mexico, Switzerland, and
the United States where it is set to diminish. This suggests
that efforts to decouple producer support from production
decisions have still not been widely embraced.

Furthermore, the prospects for continued progress in
reducing the trade-distorting effects of agricultural policies
are not promising. Multilateral trade negotiations have be-
come increasingly difficult as the number of countries be-
longing to the WTO has increased. Agriculture has always
been a particularly sensitive sector in trade negotiations



and has proved to be a significant
stumbling block in the current WTO
trade talks. The difficulty of achieving
consensus among the governments
of 160 countries has added impetus
to efforts to craft preferential and re-
gional trade agreements. The WTO
lists 406 regional agreements current-
ly in effect (WTO, 2015b) and nego-
tiations are underway to create two
significant regional trading blocks.
The Trans-Pacific Partnership (TPP),
involving 12 countries on the Pacific
Rim, and the Trans-Atlantic Trade
and Investment Partnership (T-TIP)
between the United States and the
EU, are ambitious efforts to establish
large regional agreements. Burfisher et
al., (2014) find that tariff reductions
under the TPP would lead to a small
increase in regional agricultural trade
of about 6% in 2025, the date when
the authors assume the agreement
will be fully implemented. According
to the Office of the U.S. Trade Rep-
resentative (2015), elimination of tar-
iffs between the EU and the United
States could have a significant impact
on high-value food trade. Both of
these agreements are politically con-
troversial. The Hatch-Wyden-Ryan
bill, which will provide the Obama
administration with trade promotion
authority (TPA), is currently before
both the House and the Senate for
consideration. TPA allows the execu-
tive branch to negotiate trade agree-
ments that are submitted to Congress
for ratification without amendments.
Many believe that without TPA, the
United States would be unable to
make a credible commitment to the
terms of any agreement reached.

Economists are somewhat divided
on the question of whether or not re-
gional trade agreements can serve as
stepping stones toward broader trade
liberalization. Because regional trade
agreements are discriminatory—par-
ties to the agreement apply different
trade rules among themselves as com-
pared to the treatment of countries
not included in the agreement—they
may be less effective in overall trade
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liberalization than non-discriminato-
ry, multilateral agreements. And, as
evidenced by the opposition to TPP
and T-TIP, they may be no easier to
negotiate than WTO agreements.
Despite the problems inherent in
completing complex international
agreements on agricultural trade, it
is important to recognize that global
food and agricultural markets are sig-
nificantly less distorted today than
they were when the Uruguay Round
was launched.
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