16.E
Agricultural Export Subsidies

Aziz Elbehri

16.E.1 Source of Export Subsidies Data

The treatment of agricultural export subsidiesin the GTAP 6 DataBaseisthe sameasin the GTAP
5 Data Base. Export taxes/subsidies for agricultural commodities are based on country submissions
to the WTO of export subsidy expenditures. Under the Uruguay Round Agreement on Agriculture,
twenty-five members of the WTO committed to reduce their export subsidies. Each year, starting in
1995, WTO members are required to notify the WTO Secretariat about the volume of and
expenditures on export subsidies, by commodity, as specified in their country schedules.

At the time that the export subsidies for GTAP 6 were calcul ated, 2000/2001 was the latest
year with notification data available for all subsidizing countries. Country notifications to the WTO
Secretariat continue to be the best and most comprehensive data source for agricultural export
subsidies. In a few cases where country submission do not square exactly with actual subsidy
offerings (such as EU sugar subsidies), we supplemented WTO natifications with additional data
sources (see below).

Table 16.E.1 shows the value of country export subsidies as notified by WTO member
countries by commodity from 1998 (data used in GTAP 5) to 2001 (dataused in GTAP 6). Thetable
lists Eastern European countries separately from the EU15 even though they have since joined the
EU. For some commodities such as wheat, rice, grains, fruits and vegetables, and sugar, export
subsidies continue to be offered solely by the EU15 and some new members (Poland, Hungary,
Slovakia). Dairy is heavy subsidized by the EU, Switzerland and Norway and to a smaller extent by
the Czech Republic, the United States, Slovakia, and Poland. It is hard to tell whether export
subsidies have significantly dropped from 2000 to 2001 or if this is just a reporting issue. In
calculating export subsidies we took available notification for either 2001 and, if not available, we
considered the previous reporting year(2000). This was the case for Switzerland, Czech Republic,
Koreaand Turkey.

16.E.2 Export Subsidy Calculations

Inthe GTAP 6 DataBase, agricultural export subsidies are reported as effective export subsidy rates
using the 2000/2001 value of export subsidy expenditures, as reported to the WTO, and the f.o.b.
value of exports for 2000/2001 using UNCTAD trade data. For each of the reporting countries,
export subsidy expenditures were converted to a common currency, the US dollar, and were
aggregated up to the GTAP commodity classification.
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In the context of multilateral reforms, treating the subsidy reductions in terms of reductions
in export subsidy rates could be used as an approximation of the effects of the WTO commitments.
This is because reductions in export subsidies are expected to raise world prices, offsetting the
reduction in export volume implied by the reduction in export subsidies. The per-unit export subsidy
rate for sector i is calculated as follows:

§=XR/(XT, * T)

where Sis the subsidy rate, XR is value of export refund in 2000/2001 $US miillions, XT is the total
value of exports (excluding intra-EU trade in the case of the European Union), and T is the share of
exports that is subsidized. In order to be consistent across commodities and regions, a smplifying
assumption of setting T = 1 for all commoadities and regions in the model was employed. The export
subsidy rates for 2001 are reported in table 16.E.2.

As stated above, WTO notifications may not beinclusive of al export subsidies. A country’s
notifications reflect its delegation’s understanding of its government policies at the time. The WTO
has identified some omissions. In one case, the WTO identified that the European Union under-report
export subsidies for sugar. The EU’sWTO noatifications do not include additional export subsidies on
imported preferential sugar from ACP countries and India which are re-exported by the EU. To
remedy thisparticular discrepancy, instead of WTO notifications, FEOGA paymentsdatafor EU sugar
export subsidies was used (data was supplied by Hans G. Jensen from the Food and Resource
Economics Institute, (FOI), Denmark).

16.E.3 Concluding Remarks

The treatment of agricultural export subsidiesin GTAP 6 is derived from WTO notifications which
represent the best available and comprehensive source of export subsidies data particularly for
agricultural and food products. Nevertheless, there may be cases where the analyst should take into
account other export subsidies/taxes not covered by the data before embarking on trade policy analysis.
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