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Introduction

Abstract

The failure of the WTOs ministerial meeting in Cancun
(2003) was attributed to disagreement over a number of
trade issues among which is the issue of agricultural trade
liberalization. This raised concerns about the degree of
disagreement among developed and developing members
of the WTO. This study contributes to the literature by
examining the structure of worlds agricultural markets,
the agriculture agreement, and economic literature. Then,
it empirically estimates the economic effects of liberal-
izing the agricultural sectors globally, with an emphasis
on GCC countries. The study covers the effects on six
agricultural products plus total agricultural imports by
GCC countries. Results show that over the projected
period (2002-2011) GCC countries suffer a welfare loss
of about $10 billion and witness an increase in their
imports of agricultural products by about $2.8 billion.
These significant effects were attributed to the large
dependence of these countries on imported agricultural
products.

he breakdown of the World

Trade Organizations minister-
1al meeting in Cancun (2003) was
attributed to disagreement over a
number of issues among which is the
issue of agricultural trade liberaliza-
tion. A group of 21 developing coun-
tries led by some of the developing
worlds largest agricultural producers -
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China, India, Brazil - demanded sig-
nificant reductions in European, US,
and Japanese (and other OECD coun-
tries) support for their farmers. The
main argument was that rich countries
subsidize their farmers by about $300
billion a year, which makes competi-

tion unfair in agricultural markets,
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and demanded the opening of markets
and phasing out agricultural support.

This paper is aiming at investigat-
ing the worlds agricultural trade in an
attempt to analyze the validity of
claims by developing countries and
relate them to the WTOs agreement
on agriculture. The agreement was
seen by many analysts as a major
achievement for developing countries
during the Uruguay Round, but the
benefits accrued to developing coun-
tries from it are still minimal. The
paper will provide qualitative and
quantitative measures of the effects
of removing support on net importing
countries of agricultural products in
general, and GCC countries in parti-
cular. There will be measures of the
effects on social welfare and costs of
agricultural imports for the (2002-
2011) period.

The paper is organized as follows:
Section 2 reviews the agricultural bal-
ance of trade, Section 3 discusses the
volume and structure of agricultural
subsidies in developed countries, Sec-

tion 4 shows how the agriculture
agreement dealt with subsidies, Sec-
tion 5 reviews the literature on agri-
cultural subsidies, Section 6 is where
methodology and empirical assess-
ment are given, and finally Section 7
presents the conclusions of the paper
and makes recommendations for the
future.

Agricultural Balance of Trade

Foracountry, being a netimporter
of agricultural products means that it
would be under the mercy of foreign
markets, which are subject to supply
and price shocks. In addition, this
means that the food bill is more
expensive and creates a need to shift
financial resources away from other
developmental and productive activ-
ities to food imports.

The agricultural balance of trade
(for cereals) for developing countries
has been suffering from a deficit that
increased by 412% between 1961 and
2001 from 20 million metric tons to
104 million metric tons. Even though

Table 1
Agricultural Balance of Trade (for cereals) for Developing Countries
(Millions of Metric Tons)

1961 1971 1981 1991 2001  Growth Rate

(1961-2001)
Developing Exports 10.8 20.5 31.8 38.6 64.9 501%
Countries  Imports 31.2 42.2 100.2 120 169.4 443%
Trade Balance ~ (20.4) L (68.4) (81.4) (104.5) -412%

Source: FAO.
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their exports have increased five times,
they were not enough to offset the
increase in imports, which have in-
creased by more than four times (see
Table 1). This deficit means that de-
veloping countries still have to be
dependent on developed countries in
feeding their populations.

Unsurprisingly, the agricultural
balance of trade (for cereals) for de-
veloped countries has been enjoying a
surplus that increased by 409% be-
tween 1961 and 200! from 21 million
metric tons to 107 million metric tons.
The surplus was supported by exports
that have more than doubled; they
were enough to offset the increase in
imports, which have increased by
127% (see Table 2). The increase in
exports was fueled by the generous
support system adopted by many de-
veloped countries (e.g. CAP in EU).

Subsidies in Developed Countries

Agricultural support provided by
developed countries to their farmers
distorts international agricultural

markets by lowering world prices be-
low their marginal cost and driving
producers from developing countries
out of the market because they cannot
compete with producers from devel-
oped countries. This distortion to the
market mechanism resulted in high
concentration in agricultural markets
as few large producers dominate the
upstream and downstream industries
for a number of crops.

Among the highly subsidizing
countries are those who are members
of the Organization of Economic Co-
operation and Development (OECD).
A commonly used measure of support
ts the Producer Support Estimate
(PSE). The PSE is a measure of the
annual transfers from consumers and
taxpayers to agricultural producers,
measured at the farm-gate level. These
transfers arise from policy measures
that support agriculture. The PSE
includes both implicit and explicit
payments, such as price gaps on out-
puts or inputs, tax exemptions and
budgetary payments.

Table 2
Agricultural Balance of Trade (for cereals) for Developed Countries
{Millions of Metric Tons)

1961 1971 1981 1991 2001 Growth Rate

(1961-2001)
Developed Exports 70.4 101.9 208.9 207.5 219.1 211%
Countries  Imports 493 77.8 135.1 119.5 111.8 127%
Trade Balance ~ 21.1 241 73.8 88 107.3 409%

Source: FAO.
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The levels of PSE in the OECD
countries during the 1986-88 and
2001-03 periods are compared. The
data show that the average annual
PSE has declined by 1.2%, from
$241 billion to $238 billion. Market
price support (MPS) is the largest
component of the PSE with shares at
77.3% and 62.4%, respectively. The
MPS has declined by 20% from $186
billion to $148 billion, which may be
attributed to the commitments of the
OECD countries towards the WTO
rules. The percentage of PSE (the ratio
of PSE to output) has also declined by
16%, from 37% to 31% (see Table 3).

Subsidies in the Agriculture
Agreement

Dissatisfaction with the GATT
agreement during the Uruguay
Round (UR), led to multilateral ne-
gotiations that produced an agree-
ment specifically dealing with trade
in agriculture - the Uruguay Round
Agrnicuiture Agreement (URAA). The
main objective of the agreement is to
eliminate distortions and make trade
policies more market oriented. The
URAA has three main components:
market access (not discussed), domes-
tic support, and export subsidies.

Domestic Support

The URAA divides domestic sup-
port into three categories: support

Table 3
Measures of the PSE in OECD Countries
(Billions of US Dollars)

Classifications 1986-88* 2001-03* Change
Total value of production (at farm gate) 596.484 673.377 13%
Total value of consumption (at farm gate) 532.140 630.064 18.4%
Producer Support Estimate (PSE) 241.077 238.310 -1.2%
Market price support 186.331 148.597 -20%
Payments based on output 12.547 11.649 <1.2%
Payments based on area planted/animal numbers 15.833 34.639 119%
Payments based on historical entitlements 0.515 11.257 2160%
Payments based on input use 20.324 21.243 4.4%
Payments based on input constraints 2.993 7.242 140%
Payments based on overall farming income 2.253 3.486 55.5%
Miscellaneous payments 0.281 0.197 -30%
Percentage PSE 37% 31% -16.2%

Source: OECD.

* Numbers are annual averages for the specified periods.
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with no, or minimal, distortive effect
on trade “Green Box™, trade-distort-
ing support ‘“Amber Box”, and mea-
sures in between ‘“‘Blue Box”.

Green Box: The URAA defines a
number of criteria which allow sup-
port measures to be included in the
Green Box (Annex 2 of the URAA).
These measures are exempt from re-
duction commitments and even can be
increased.

Blue Box: Direct payments under
production limiting programs “Blue
Box™ are exempt from commitments if
such payments are made on fixed areas
and yield or a fixed number of live-
stock. Such payments also fit into this
category if they are made on 85% or
less of production in a defined base
period.

Amber Box: Support measures
that do not fit into any of the above
exempt categories are subject to re-
duction commitments. Under the de
minimis provisions of the URAA
there is no requirement to reduce
support if it does not exceed 5% of
the total value of production for de-
veloped countries and 10% for devel-
oping countries. Reduction
commitments are expressed in terms
of a “Total Aggregate Measurement
of Support” (Total AMS) which in-
cludes all support in one single figure.
Members with a Total AMS have to
reduce base period support by 20%

over 6 years (developed countries) or
13% over 10 years (developing coun-
tries).

Export Subsidies

Export subsidies are defined as
subsidies contingent on export perfor-
mance (Article 9) and are subject to
reduction commitments, expressed in
terms of both the volume of subsidized
exports and the budgetary outlays for
these subsidies. Developed countries
are obliged to reduce the volume of
subsidized exports by 21% and the
corresponding budgetary outlays for
export subsidies by 36%, in equal
annual steps over a period of 6 years.
In the case of developing countries,
the required reductions are 14% over
10 years with respect to volumes, and
24% over the same period with respect
to budgetary outlays.

Literature Review

A great deal of work was produced
in the literature since the early 1990s in
quantifying the economic effects of the
UR agreements in general, and the
URAA in particular. Studies have
measured the effects on prices, trade,
production, and welfare. Work was
carried out by many professional
groups including international orga-
nizations, research institutes and aca-
demics. Model specification varies
across studies; also there exists much
great variation in policies analyzed
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and products covered. In general,
results (regarding the URAA) show
that trade and production will ex-
pand, prices will moderately increase,
and the effects on welfare are ambig-
uous depending on the country’s posi-
tion as net exporter or net importer of
food and level of support it currently
applies. Results are summarized in
Tables 4 - 8.

Many policymakers and aca-
demics have raised concerns about
the effects of enforcing the URAA

on prices of agricultural products,
which certainly will hurt poor net-
importers of food. Such concerns were
strongly used by developed countries
in their defense of their support sys-
tems during trade negotiation rounds.
Table 4 shows that liberalization by
developed countries only results, on
average, in higher prices than a global
liberalization (Table 5). Dairy pro-
ducts have the largest increase in
prices because they are highly pro-
tected in developed countries.

Table 4
Effects on Food Prices of Liberalization by Developed Countries

(In Percentage)

Study Wheat Course Rice Meat . Dairy = Sogar
Grains
Zietz/Valdes 3 -3 2 10 - 15
OECD/MTN -5 -10 - 5 31 9
USDA/SWOPSIM 27 16-22 18 16 84 29
UNCTAD/WIDER 20 12-15 43 13 - 27
UNCTAD/ATPSM 40 18-28 50 20-41 61 39
ITASA 18 11 21 17 31 -
RUNS 15 8 14 18 - 57
WALRAS 17 - - 10 14 -
Source: Trela (1998)
Table §

Effects on Food Prices of Global Liberalization

(In Percentage)

Study Wheat Course- Rice Meat . Daijry Sugar
Grains ‘ ,
Zietz/Valdes -12 -24 221 13 - 1
OECD/MTN -7 -12 -5 -4 29 7
USDA/SWOPSIM 23 8-19 - 7 79 7
ITASA 23 13 - 11 34 -
Tokarick 3.9 3.1 2.3 22.2 23.6 8
FAPRI 4.8 - 10.3 3.8 25.6 -

Source: Trela (1998), Tokarick (2003), and FAPRI (2002)
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Another concern about liberalizing
the agricultural industry is the negative
effects on social welfare (i.e. foregone
income), especially for poor net im-
porting countries. Welfare loss occurs
as a result of foss of support received by
farmers, especially in developed coun-
tries, and higher prices paid by con-
sumers, especially in poor countries.
Such concernis understood in the short
run because adjustment will take some-
time before markets get used to the new
structures of production and trade,
which will witness the entry and exit
of a large number of producers. How-
ever, in the long run everyone will enjoy
the fruits of free-competitive-efficient
agricultural markets.

Empirically, results of all studies
(regardless of liberalization scenario)
show that liberalization is welfare-im-
proving for the world as a whole. As
expected, a global liberalization pro-
duces higher welfare gains (Table 7)
than liberalization by developed coun-
tries only (Table 6). Such a resuit may
be explained as follows: elimination of
support in developed countries in-
creases world prices (as shown above),
which hurts consumers in developing
countries that use import tariffs. Thus,
eliminating tariffs and other import
restrictions will lower prices paid by
consumers and raises welfare.

Table 6
Effects on Welfare of Liberalization by Developed Countries

(Billions of US Dollars)

UsA EU OECD  Developing Middle East World
(Developed)
Krissof et al. (1990) 33.1 4.9 -2.6 28.1
Anderson et al. (1993) 46.5 16.6 -2.6 62.2
Brandao et al. (1993) 12.5 33.8 72.7 0.63 -3.03 78.4
(oil exporters)
Tokarick (2003) 6.2 31.8 91.7 8.01 -1.9 99.7
Source: Trela (1998) and Tokarick (2003)
Table 7

Effects on Welfare of Global Liberalization

(Billions of US Dollars}

USA EU OECD  Developing Middle East World
(Developed)
Krissof er al. (1990) 33.1 20.6 -23.9 35.1
Anderson et al. (1993) 73.3 334 -0.2 106.4
Brandao er al. (1993) 13.1 30.7 73.4 59.2 32 139.1
(oil exporters)
Tokarick (2003) 7.9 32.8 97.8 30.4 9.04 128.2

Source: Trela (1998) and Tokarick (2003)
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Table 8
Increase in Import Costs of Some Middle Eastern Countries as a Resnlt
of Removing Agricultural Support in Developed Countries.

(Millions of US Dollars)

Yemen Egypt Jordan Lebanon Saudi Syria Tunisia U. Arab
Arabia Emirates
8.34 5.92 6.73 8.23 35.43 4.19 3.67 13.15

Source: Tokarick (2003)

Disaggregating the world into dif-
ferent country groups show that wel-
fare is not improving for everyone. The
largest gainers are developed countries
which reap most of the gains compared
to developing countries. Such gains
mainly come from increases in consu-
mer surplus (due to lower domestic
prices in developed countries) that out-
weigh losses in producer surplus (due
to lower producer prices and lower
output). The increase in welfare in
developing countries is not unexpected
because most of them are producers of
agricultural products and will enjoy
increases in the value of their exports
which offset either partially (for net

importers) or completely (for net ex-
porters) the increase in the value of
their imports. This justifies the welfare
loss accruing to Middle Eastern coun-
tries (found by most studies), which are
all net importers of food (sec Table 8
for the increase in import costs for
some Middle Eastern countries)

The only study that investigated
the effects of trade liberalization in
agriculture on GCC countries indivi-
dually, among 143 countries, is the
one by Hoekman, Ng, and Marcelo
(2002). The study compared the effects
of cutting import tariffs by 50% with a
similar cut in domestic support (DS)

Table 9
Welfare Effects of a 50% Cut in Tariffs and Domestic Support on GCC Countries

(US Dollar per capita)

Change in Welfare
50% Tariff Cut 50% Domestic Support Cut
Bahrain -4.4 -0.6
Oman -4.6 -1.2
Qatar 0.1 0.0
Kuwait 0.1 0.0
Saudi Arabia -4.1 -1.1
United Arab Emirates 2.8 0.6
Total -10.1 -2.3

Source: Hoekman, Ng, and Marcelo (2002).
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on a number of trade indicators,
among which is welfare. Table 9 shows
that the welfare loss due to the tariff
cut (for the GCC as a group) is about
four times larger than that of the
domestic support cut ($10.1 vs. $2.3),
which is consistent with the overall
results found in the study.

This shows that tariffs have a high-
er distortionary effect on weifare and
other trade indicators (e.g. terms of
trade, import revenues and export
revenues). Unfortunately, the study
does not calculate the effects of a cut
in export subsidies, which is expected
to have a larger effect than DS. The
variation in welfare effect on GCC
countries may be attributed to three
variables: the applied tariff rate (aver-
age of period 95-98) on agricultural
imports (which ranges from zero in
Kuwait to 11% in Saudi Arabia), the
share of supported exports (which
ranges from zero in Kuwait to 4.9%
in Qatar), and the share of supported
imports (which ranges from 2.3% in
Qatar to 6.3% in Saudi Arabia).

Assessment of Effects on GCC
Countries

Methodology
Welfare Effects

A widely used approach in the
international trade literature to mea-

sure the welfare effect of tariffs is the
balance of trade function approach,

which is derived from the income-
expenditure identity. For derivations
and applications of the expenditure
function see Marion and Svensson
(1986), Llyod and Schweinberger
(1988), Yousden (1990), and Thurman
(1993). Below we derive a measure of
the welfare effect that resuits from a
change in either/both tariff rates and/
or world prices. The derivation is
based on the expenditure and the
balance of trade functions.

E(P,u) = min {PC:U (C) = u}

Where P is domestic price, C is
consumption, and U is the utility
function.

The economys budget constraint is:

E(P,u) = R(P,v) + (p-p*) IM

Where R is the revenue function,
P* is world price, and IM are imports.

After some algebraic manipula-
tions, we obtain the following measure
of welfare change:

WL = - IM (dP*/P*) +7 ¢ IM (dP/P)(1)

Where WL is the real welfare loss 7¢ is
the compensated price elasticity of dewand
for imports and 7 is the tariff rate.

Equation (1) provides an exact
measure of the welfare effect that
results from a change in the world
price of the importable good or a
change in the tariff rate. For example,
a percentage change in the tariff rate is
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captured by the percentage change in
the domestic price (dP/P). However, a
percentage change in the world price is
captured by changes in both, the
percentage change in the world price
term (dP*/P*) and the percentage
change in domestic price term (dP/
P). The latter effect results from the
price transmission assumption, which
comes from the assumption that the
small country is a price taker; there-
fore, the domestic price must equal the
world price.

Changes in Costs of Agricultural Imports

The change in import costs for coun-
try (1) is measured by multiplying the
change in world price by import demand
elasticity and the quantity of net imports
of each product (Tokarick, 2003). This
can be obtained directly from the defini-
tion of the elasticity of demand for
imports as follows:

n° = (dIM/IM) / (dP*/P*)

Solve for rate of change in imports:

dIM /IM = - (dP*/P*) (2)
or the change in the value of

imports:

dIM = ¢ (dP*/P*) IM (3)

Note: a (-) sign was added because
(n) is negative; this will make the
increase in price result in an increase
in the costs of imports.

Assumptions and Scenarios

A. Assumptions

Few assumptions were used in the
analysis of the effects of globally lib-
eralizing the agricultural industry on
the GCC countries in terms of welfare
loss and the increase in the costs of
importing agricultural products.
First, import data used in the analysis
were for the year 2002, and they were
assumed to remain unchanged during
the (2002-2011) period (see Table 10).
However, imports were allowed to
change only in response to changes
in world prices. Second, projections of

Table 10
GCC Countries Agricultural Imports in 2002

(Millions of US Dollars)

Wheat Corn Rice Cheese Beef Cotton  All Agriculture

Bahrain 9.914 2.695 21.076 16.805 1.897 14.748 558.714
Kuwait 30.594 11.853 57.55 35.27 2.137 0.036 811.457
Oman 42.282 4.519 51.366 2.387 4.664 0.059 1257.023
Qatar 7.303 0.178 17.148 3.04 0.5%6 0.036 479.949
Saudi Arabia 0.547 144.71 321.486 70.135 6.728 1.327 5141.5

U. Arab Emirates  94.531 65.625 221.977 44.025 2.826 3.172 3147.163
GCC 185.17 229.58 690.6 171.66 19.028 19.378 11396
Source: FAO
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baseline prices (see Table 1 1) and price
changes (see Table 12), in response to
liberalization, were obtained from the
Food and Agriculture Policy Re-
search Institute (FAPRI, 2002), which
is a prominent agriculture research
institution in the United States. Third,
the only protection policy in GCC
countries is assumed to be import
tariffs (i.e. no domestic support or
export subsidies).

Fourth, GCC countries (even as a
group) were assumed to be price ta-
kers of agricultural products. Finally,

price elasticity of import demand is
assumed to be (-0.3), which reflects an
inelastic demand for imports of agri-
cultural products.

B. Scenarios

The analysis of welfare effect is con-
ducted under two scenarios. The first
mvolves a global liberalization that does
not include GCC countries, where GCC
countries only response is changing their
levels of imports (i.e. they keep their
import tariffs at 5%). The second fea-
tures a global liberalization that includes

Table 11
Baseline Prices Projections

(US Dollars per Metric Tons)

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
Wheat 12098 133.09 13741 138.1 142.66 144.79 148.05 150.12 15439 156.22
Corn 99 101 103 104 105 107 108 110 111 113
Rice 180.64 185.84 191.3 196.88 202.25 207.69 213.35 219.1 225.17 231.57
Cheese 2051 2108 2165 2202 2221 2266 2334 2392 2445 2497
Beef 1641 1684 1730 1681 1613 1545 1506 1481 1507 1543
Cotton 837 911 983 1041 1091 1143 1200 1258 1317 1378
Source: FAPRI (2002)

Table 12
Price Changes due to Liberalization
(Percentages)
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 Average

Wheat 2.9 416 445 539 432 534 463 537 512 597 477
Corn 506 267 534 502 573 585 621 645 697 742 567
Rice 738 11.01 998 11.09 10.19 1094 1049 10.71 1046 1091 10.32
Cheese 2491 2747 22.13 2145 2285 2271 2122 2059 2025 19.88 2234
Beef 887 9.65 1061 754 226 -1.05 -226 -13 053 284 3.77
Cotton 1.25 1695 17.83 1632 1463 1284 11.09 94 7.8 6.33 11.44
Average 8.4 12 11.72  11.14 11 944 856 854 852 8.9 9.71

Source: FAPRI (2002)
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GCC countries that cut import tariffs
from 5% to zero.

Estimation Results

Welfare Effects

Scenario One

Under this scenario GCC coun-
tries do not participate in the global
liberalization (i.e. keep their tariffs
unchanged). Estimation results show
a significant welfare loss, especially for
all agricultural products for GCC
countries ranging from $443 million
for Qatar to $4,744 million for Saudi
Arabia, and $10,515 million in total
over a ten year period (2002-2011).
For individual products, rice produces
the highest welfare loss of $640 mil-
lion, while beef produces the lowest
($7million). [t should be noted that the
size of the welfare loss depends on the
volume of the imported product and

the projected change in world price
resulting from liberalization.

Scenario Two

Under this scenario GCC coun-
tries liberalize their trade by eliminat-
ing import tariffs on agricultural
products. This reduces the welfare loss
equation by eliminating the second
term as (7) equals zero. Therefore,
the only source of welfare loss is the
change in terms of trade (- IM (dP*/
P*)). Theoretically, this should reduce
the size of welfare loss because it
reduces domestic prices; however, em-
pirically it reduced it only by about
1.5% or $155 million. This result may
be attributed to the low applied tariff
rate (5%) and the low import elasticity
(-0.3). Such a finding shows that GCC
countries will not benefit a lot from
eliminating tariffs.

Table 13
Effects on Welfare in GCC Countries of a Global Liberalization
Excluding GCC Countries (2002-2011) (Scenario 1)

(Millions of 2002 US Dollars)

. Wheat Com Rice Cheese Beef Cotton All Agri
Bahrain -4.35 -1.44 -19.45 -34.77 -0.704 -13.25 -518.5
Kuwait -13.44 -6.33 -53.1 -72.98 -0.8 -0.032 -748.8
Oman -18.57 -2.4\ -47.4 -4.94 -1.73 -0.053 - 1160
Qatar -3.21 -0.095 -15.82 -6.3 -0.22 -0.032 -442.9
Saudi Arabia -0.24 -77.286 -299.1 -145.12 -2.5 -1.193 -4744.3
U. Arab Emirates  -41.52 -35.05 -204.83 -91.1 -1.5 -2.85 - 2904
GCC -81.33 -122.6  -639.75 -3552 -7 -17.4 -10515.5

Source: Authors calculations
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Costs of Imports

As many studies have shown, lib-
eralization of agricultural sectors will
increase import costs for net import-
ing countries because of the expected
increase in agricultural prices. The
estimated results in this study confirm
the above claim. The increase in im-

port costs varies by countries and

products. For example, Saudi Arabia
(the largest importer) has the largest
increase in costs ($1.4 billion), while
Qatar (the smallest importer) has the
smallest increase ($131 million). Re-
garding products, the largest increase
is in the costs of rice (3189 million),
while the smallest is for beef ($2.1

million).

Table 14
Effects on Welfare in GCC Countries of a Global Liberalization
Including GCC Countries (2002-2011) (Scenario 2)

(Millions of 2002 US Dollars)

Wheat Corn Rice Cheese Beef Cotton All Agri
Bahrain -4.3 -1.42 -19.2 -34.26 -0.69 -13.06 - 508
Kuwait -13.24 -6.24 -52.3 -71.9 -0.78 -0.032 -737.7
Oman -18.3 -2.38 -46.7 -4.87 -1.71 -0.052 -1142.8
Qatar -3.16 -0.09 -15.6 -6.2 -0.22 -0.032 -436.3
Saudi Arabia -0.236 -76.14 -294.7 -142.97 -2.46 -1.17 -4674.2
U. Arab Emirates  -40.91 -34.53 -201.8 -89.75 -1.03 -2.8 - 2861
GCC -80.2 -120.8 -630.3 -350 6.88 -17.16 - 10360
Source: Authors calculations

Table 15
Changes in Import Costs in GCC Countries due
to a Global Liberalization (2002-2011)

(Millions of 2002 US Dollars)

‘Wheat Comn Rice Cheese Beef Cotton All Agri
Bahrain 1.3 0.43 5.75 10.3 0.21 39 152.4
Kuwait 39 1.9 15.7 21.6 0.23 0.01 221.3
Oman 5.5 0.7 14.01 1.5 0.5 0.02 3428
Qatar 0.95 0.03 4.68 1.9 0.07 0.01 130.9
Saudi Arabia 0.07 22.84 88.4 429 0.74 0.35 1402.3
U. Arab Emi- 12.3 10.4 60.5 26.9 0.31 0.84 858.3
rates
GCC 24.05 36.26 189.0 105 2.1 5.15 2835

Source: Authors calculations
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Conclusions and Recommendations

Conclusions

The creation of a strong group of
agricultural exporters by developing
countries “Group 217 that fight for
the elimination of support measuresin
developed countries is a great achieve-
ment. It will make it difficult for rich
countries to pass any new trade topics
(e.g. the Singapore issues) during in-
coming trade negotiations, without
solving current disagreements on cur-
rent issues such as agricultural sup-
port.

As this study has shown, there will
be gainers and losers from liberalizing
trade in agriculture within developed
and developing countries. In devel-
oped countries consumers will gain
as prices go down, while producers
will lose as their incomes decline. In
developing countries the situation is
just the opposite; consumers lose as
world prices go up, while producers
gain as their incomes increase as a
result of the expected increase in their
exports as markets become less dis-
torted. However, the net effect on a
country (or a group of countries)
depends on its balance of trade in
agricultural products; net exporters
would gain while net importers would
lose. Finally, the study has conducted
a quantitative analysis of the potential
effects of liberalization on the coun-
tries of the Gulf Cooperation Council

(GCC), which represent net importers
countries. The results show that over a
ten year period (2002-2011), GCC
countries will be negatively impacted
in terms of a social welfare loss and an
increase in costs of imports. The mag-
nitude of the loss depends on the
volume of imports by each country
and the expected increase in the price
of a given commodity.

Recommendations

1. GCC countries are required to
increase their support for devel-
oping countries in order to
strengthen the negotiation posi-
tion of the latter and have their
support in the future when nego-
tiating issues of importance to
GCC countries.

2. To minimize welfare losses, GCC
countries should work on redu-
cing the deficit in their agricultur-
al trade balance.

3. GCC countries need to increase
their investments in agricultural
sectors in developing countries
that are considered traditional
agricultural producers. This
makes them enjoy the fruits of
higher potential profits in agricul-
tural sectors and enables them to
diversify their sources of income.

4. GCC countries need to strictly
enforce the antidumping agree-
ment reached in their (2003) sum-
mit to protect their farmers from
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dumped products by other coun-
tries.

5. Privatization and liberalization
should be adopted in agricultural
sectors to increase the competi-
tiveness of GCC products in do-
mestic and international markets.
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