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The World Economic Forum Agricultural Trade Task Force has developed recommendations for action for the attention of trade and international development policy-makers and ministers involved in the new round of WTO negotiations on agriculture agreed at the fourth ministerial conference in Doha. 

The equitable reform of global agricultural trade can make a substantial contribution to the alleviation of poverty in the developing world. This reform must be simultaneous with efforts to build viable and sustainable agricultural systems in developing countries. The Task Force endorses the commitment made by world leaders at the UN Millennium Summit and the 1996 World Food Summit to cut absolute poverty and hunger in half by 2015, and feels that trade reform should be explicitly linked to this goal. In 2000, total OECD countries' support to agriculture amounted to US$ 327 billion, most of which is considered to have a trade-distorting effect.
 The allocation of resources towards appropriate agricultural policies and investments could make a significant contribution to alleviating the plight of the 1.2 billion people in the world who live on less than US$ 1 a day.
 Particular attention should be paid to the following principles:

1. Equitable Trade Policies
Market-distorting trade policies continue to be widespread and to adversely affect global agricultural markets. The total benefit of liberalizing agricultural trade globally should be in the region of US$ 250 billion by 2015, of which almost $ 150 billion would accrue to developing countries.
 Market-distorting export subsidies, export credits and direct payments, as well as market access restrictions (especially tariff escalation and peak tariffs) in developed countries place particularly damaging limitations on economic growth potential in developing countries and should be eliminated. In moving to a trade system which is eventually more open, fair and equitable, countries must translate the good intentions expressed at Doha into reality. 

2. Stronger Producers in Developing Countries
Significant productivity gains throughout the food production value chain in developing countries will be vital if they are to ensure food security and improve competitiveness in agricultural and processed food markets, both at home and abroad. Public and private sector investment in building agricultural capacity in developing countries must be substantially increased. As noted in the Doha Declaration, the effective implementation of capacity building programmes in developing countries is essential. Investment should be directed towards: 
( the installation of appropriate food production and processing capacity and technologies;
( education and training, particularly in technical areas such as sustainable agriculture, quality control and
   packaging;
( the development of necessary infrastructure, such as distribution, irrigation and communication systems; 
( institution building, in the form of research centres, regulatory and food safety assurance bodies.
International support for governments in developing countries to develop policies aimed at more equitable distribution of income, access to credit and land reform will also be required, in order to adequately support small farmers and promote sustainable rural development. Transitional assistance and support for developing countries must be linked to the supply-side capacity building process in order to mitigate food cost increases, particularly for low-income food importing countries. 

3. Consideration of Social Concerns
Policies that encourage environmentally sustainable, productive agricultural practices should be implemented. The goal is the dynamic long-term development of an open, fair and equitable trade system, but developing countries should also have the flexibility to support and protect low income and resource poor producers of staple crops from overwhelming competition that threatens their livelihood and undermines their food security. The implementation of these policies should not result in significant damage to other countries. 

Trade is a means to an end, not an end in itself, and putting an end to hunger and poverty is perhaps the greatest challenge of the 21st century. A fair trading system, coherent international and national policies and targeted investment are all required if the world is to feed all its people. Trade reform which furthers this goal is both possible and of the utmost priority.

It is incumbent upon companies, donor and local governments, and non-governmental agencies alike to evaluate their own practices and engage in a constructive agricultural trade reform and capacity-building process based on partnership, shared goals and mutual respect. If we are to improve the state of the world, reducing poverty is a responsibility we all share equally.

The following organizations participated in the process of dialogue of the Agricultural Trade Task Force and/or support the communiqué of recommendations:

· ActionAid

· Agrolimen S.A.

· A. T. Kearney, Inc

· CAFOD (Catholic Agency for Overseas Development)

· CARE USA

· Cargill Incorporated

· Coca-Cola HBC

· Confederation of Indian Industry

· Consumers International

· Food and Agriculture Organization of the United Nations

· General Mills Inc

· Grocery Manufacturers of America

· Interbrew NV

· International Food Policy Research Institute

· Kraft Foods, Inc

· KWV Group Ltd

· Monsanto Company

· Nestlé SA

· OECD

· Overseas Development Institute (ODI)

· Royal Ahold

· Sadia SA

· Sara Lee Corporation

· Save the Children UK

· Tetra Laval Group

· The Coca-Cola Company

· The Tongaat-Hulett Group Limited

· The World Bank Group

· Triveni Engineering & Industries Ltd

· Unilever NV

· World Trade Organization (WTO)

· World Vision
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Working towards the Alleviation of Poverty and Hunger

Goals Set for the Alleviation of Poverty and Hunger

The World Bank estimates that 1.2 billion people (22% of the world's population) currently live on less than US$1 per day.
 In the richest 20 countries of the world the average income is 37 times the average in the poorest countries and this gap has doubled in the past 40 years.
 At the UN Millennium Summit of September 2000, more than 150 world leaders were signatories to a commitment to cut in half the proportion of people living on less than US$1 a day by the year 2015.
 At the World Food Summit in 1996, representatives of 185 nations and the European Community pledged to work towards eradicating hunger, setting a first target of reducing the number of undernourished people by half by 2015.
 According to the World Bank, progress has been made in reversing the long-term trend of increased poverty in the world since 1980.
 However, Food and Agriculture Organization of the United Nations (FAO) data indicates that although the number of undernourished is falling at an average rate of 6 million each year, it is far below the 22 million per year needed from now on to reach the World Food Summit target.

The Potential Role of Agriculture and Trade in Alleviating Poverty and Hunger 

Agriculture employs over 65% of the labour force in low-income countries, compared to 28% in middle-income countries and only 5% in high-income countries.
 Between 1995 and 1998, the contribution of agriculture as a proportion of GDP was an average of 36% for the least developed countries as compared to 8% for upper middle-income countries, and only 2% for the high-income countries of the OECD.
  Seventy percent of the world's extremely poor and food insecure people live in rural areas, and 85% of their rural populations are engaged in agriculture.
 The FAO report cited agriculture as the predominant economic activity in rural areas and as being crucial in the eradication of poverty and food insecurity.  

Recent studies by the World Bank and others recommend that trade negotiations ensure that the world's poorest countries and poorest people will benefit from liberalized trade, if a new wave of global prosperity is to be realized.
 
 

A report by Oxfam agrees that trade has the potential to make a substantial contribution to poverty reduction; after all, it helped to lift more than 370 million people out of poverty in East Asia. However, Oxfam is concerned that developed nations have enjoyed a disproportionate share of the benefits of trade, while developing countries have not yet seen substantial benefits. The world's major trading powers (the USA, the EU, Japan and Canada) currently account for around 60% of world trade, whereas the 49 least-developed countries account for a tiny and declining share of less than 0.5%.
 The Coopération Internationale pour le Développement et la Solidarité (CIDSE) has called for the achievement of the 2015 poverty reduction target to be an explicit objective in the work of the WTO.
 

Equitable Trade Policies
Market Distorting Trade Policies Continue to be Widespread

The OECD estimates
 that, in 2000, total support to agriculture by member countries amounted to US$ 327 billion
 (90% of it in the EU, Japan and US
). This is 1.3% of OECD member countries' total GDP. OECD defines the Total Support Estimate
 (TSE) to agriculture, which includes various direct and indirect assistance, as market price support, producer income support, general services support (education and training, inspection, infrastructure development), and consumer support. This figure of US$ 327 billion in agricultural support dwarfs the total amount of agricultural exports from developing countries, at US$ 170 billion,
 and, according to the World Bank, is more than six times all development assistance.
 

The OECD's Producer Support Estimate (PSE), which measures gross transfers from consumers and taxpayers to support agricultural producers in OECD countries, was US$ 246 billion in 2000. Within this, the European Union was the biggest spender on producer support at US$ 90 billion (38% of farm receipts), followed by Japan at US$ 60 billion (64% of farm receipts) and the United States at US$ 49 billion (22% of farm receipts). 

The OECD has calculated that producer support within the OECD as a whole has fallen from 39% of total farm receipts (% PSE) in 1986 to 34% in 2000, and total support (%TSE) from 2.2% to 1.3% of GDP. The difference between the TSE and the PSE is mostly due to government expenditures in research, extension, infrastructure, education and training, and other government services. However, trade measures remain the most important form of support to agriculture. According to the OECD, the prevalence of non-tariff measures, such as stringent regulations on imports regarding food safety, labelling and sustainable agricultural practices, have proved to be formidable barriers to trade. For example, 50% of exports from India to the EU in 1999 were subject to non-tariff measures, while 25% were subject to two or more measures.
  

The Uruguay Round developed a broad framework for reducing trade-distorting policies in agriculture but, according to the World Bank, there were limitations on the aggregate reductions in domestic support, export subsidies and tariffs and the implementation of these reductions. For example, according to the OECD, the average global tariff on agricultural products is still 62%, compared with an average tariff on non-agricultural products of just 4%.
 The new trade round agreed at Doha will include agriculture negotiations on "improvements in market access; reductions of, with a view to phasing out, all forms of export subsidies; and substantial reductions in trade-distorting domestic support". At the EU's insistence, this commitment is made "without prejudice to the outcome of the negotiations".

Benefit of Eliminating Market-Distorting Trade Policies

According to the World Bank, assuming fixed productivity, the elimination of all forms of agricultural protection globally would result in a total income gain of nearly US$ 250 billion in 2015 (the estimation does not include additional gains that would be realized through the elimination of non-trade barriers). Nearly US$ 150 billion of this gain would accrue to low- and middle-income countries.

As an example, research conducted by the Australian Bureau of Agricultural and Resource Economics (ABARE) found that full liberalization of trade in sugar would increase the world price by 40% and that the majority of the benefits in terms of increased trade revenue would be realized by sugar-exporting developing countries. The benefits to consumers in developed markets who currently pay extremely high sugar prices would accrue as follows: US$ 3 billion in the United States, US$ 2 billion in Europe, and US$ 1 billion in Japan. 

Experiences of Developing Countries

The World Bank has found that developing countries have generally shared in some of the benefits of trade liberalization in manufacturing, but that this is not the case overall in the agricultural sector. Developing countries accounted for 27% of world exports of manufacturing in 2000, a remarkable increase from their 17% share in 1990.
 However, between 1986 and 1997, their share of world agricultural exports decreased from 46% to 42% (excluding intra-EU trade).
 Of all the developing country regions, only East Asia and the Pacific increased their market share of world agricultural exports. Africa, in particular, decreased from 8.6% in 1961 to 3% in 1996.
 
Consumers International has found that developing country national experiences of trade liberalization have been mixed. Their research shows that removing or lowering barriers to trade alone cannot alleviate poverty, and that liberalized trade has not always worked to the net benefit of consumers, particularly consumers who are poor or live in rural areas. A recent Consumers International publication utilizes several case studies to advocate policies that open developed country markets to food exports from developing countries, encourage fair competition in the global market, and make technical assistance available to developing countries.

World Bank reports show that increased openness to international markets could result in deterioration in the incomes of the poorest 40% in society, at least in the short term, as a result of the greater vulnerability of poor people to external economic shocks.
 
  A recent Oxfam report offers a similar conclusion regarding the benefits of expanding opportunities for international agricultural trade in developing countries.
 Since the Uruguay Round Agreement on Agriculture came into force in 1995 developing countries have only slightly increased their share of agricultural exports.
Stronger Producers in Developing Countries

Investment Flows into Developing Countries

The Doha Ministerial Declaration confirms that technical cooperation and capacity building are core elements of the development dimension of the multilateral trading system.

According to the World Bank, annual private foreign investment in developing countries has increased 10-fold in the last 20 years, to just over US$ 200 billion. Twenty years ago, capital flows from the World Bank and other multilateral institutions were about the same amount as those from companies. Today, private investments are four times as large as capital flows from multilateral institutions and increasing. However, this is equivalent to only around 0.5% of the industrialized world’s equity and bond markets. Uneven distribution compounds the problem – 12 major developing countries take 75% of the capital, and 140 developing countries (including the poorest ones) share just 5%.
 In addition, according to the FAO, very little of this money has been invested in agricultural sectors. The FAO found that the level of investment from the private sector in developing countries depends substantially on the economic climate in those countries. In this regard, public investment is an indispensable pre-condition and catalyst for and complement to private investment, involving basically investment in research and infrastructure.

The World Bank characterizes a healthy investment climate as one that has the necessary regulatory framework for starting up firms and expanding production, quality supporting infrastructure (including financial services, power, transport and communications), and overall economic governance (such as contract enforcement, fair taxation and control of corruption). Overall, the bank's report found that these factors contribute substantially to the level of foreign investment in developing economies.

Despite a commitment made by developed nations to commit 0.7% of their GDP to development assistance,
 Official Development Assistance (ODA) for agriculture has been steadily declining since the late 1980s, amounting to only US$ 11 billion between 1995-97, compared to nearly US$ 13 billion in 1986-1988.
 Total ODA to developing countries in 2000 was US$ 53 billion,
 which is an average of 0.2% of global GDP. 

After the Uruguay Round's Agreement on Agriculture, a new process for coordinating support for developing countries, called the Integrated Framework, was developed. The WTO, UNCTAD and ITC Secretariats, in collaboration with the staff of the IMF, the World Bank and the UNDP, agreed to use the Integrated Framework for the provision of trade-related technical assistance, including human and institutional capacity-building, for supporting trade and trade-related activities of the least-developed countries. The framework also strives to enhance the programmes and finances for these countries by applying them on a case-by-case basis in order to meet the needs identified by individual least-developed countries in the area of trade.
 The Doha Ministerial Declaration endorses the Integrated Framework as a viable model for LDC's trade development.

Investment Needs of Developing Countries

The FAO estimates that it would cost US$ 180 billion annually for the period up to 2015 to provide the total gross annual agricultural investment needed to achieve the 1996 World Food Summit target of halving the number of undernourished people in the world by 2015.
 Substantial investments are needed in rural communication infrastructure, irrigation improvements and modernization, better exploitation of rainfall by simple and improved water capture and use, land management and improvements, environmental conservation, education extension and research, and the provision of health services.

Projections using the International Food Policy Research Institute's IMPACT global food supply, demand and trade model show that the number of malnourished children is expected to decline by only 21% from 166 million in 1997 to 132 million in 2020 under the baseline scenario that captures best estimates of future policies and investments. The required public investments in irrigation, rural roads, education, clean water provision and agricultural research under the baseline are estimated to be a total of US$ 579 billion, 1997-2020, equal to annual investments of US$ 25 billion (private investment in agriculture, which is included in the FAO estimate, is not included in these estimates). However, an alternative scenario shows that the number of malnourished children can be reduced to 94 million in 2020, which is a reduction of 43% compared to 1997, by increasing the total investments for 1997-2020 to US$ 802 billion, or US$ 35 billion annually. The IMPACT model also estimates that under full agricultural trade liberalization, including removal of all agricultural subsidies and trade barriers, the world as a whole will gain US$ 36 billion annually by 2020, of which the developing countries’ share is 60%.

Research conducted on behalf of the FAO found that education, as one of the main pillars of human development and a major factor in agricultural development, is an area in need of substantial investment. The research shows that primary education attainments and literacy, training in basic skills and extension services have an immediate and positive impact on farmers’ productivity. A farmer with four years of elementary education is, on average, 8.7% more productive than one with no education. Moreover, the better he/she is educated, the more he/she stands to gain in income from the use of new technologies and the more rapidly he/she adjusts to technological changes.

Recent International Food Policy Research Institute (IFPRI) studies about the impact of different types of government investment on rural poverty alleviation and agricultural growth in China and India show that investing in roads, R&D and education generate the largest positive outcomes. For instance, in India 30,000 dollars of additional investments in each of these three areas will permanently lift about 250 people above the poverty line.
 

The World Bank has given institution building, especially with respect to meeting food safety requirements, a high priority. A recent report encouraged developing countries to make investments in food safety institutions and their capacity because they can play an important role in improving living standards through advances in domestic public health, agricultural production and export markets. In most developing countries, less than 20% of the agricultural output undergoes industrial processing compared with 80% or more in developed countries.
 The report also stated that investment is needed to establish regulatory systems and technology, build institutions and train staff in food safety as well as in international negotiations. The World Bank called for approaches that facilitate the activity of the private sector and consider regional cooperation to combine resources.

Local Policies

According to the FAO, country experiences show that for agricultural growth to occur, a number of factors need to be in place which address the “handicap” of the rural sector in terms of infrastructure, social services, technology, marketing infrastructure and seasonal credit availability, along with the building of an appropriate institutional environment. There is no unique policy prescription that fits the diversity of the agricultural sector in the least developed countries. Therefore, while enhancing productivity is a common essential requirement, the nature of the increase in productivity envisaged will determine the appropriate policy mix.
  

The recent World Bank Global Economic Prospects report cited a framework for developing countries' local policies.  Some of the recommendations in the report are as follows:

· Adopt companion policies to cushion any impact on the poor of adjustment to new trade incentives, and ensure investment responses; 

· Solicit foreign assistance when necessary to implement administrative requirements of programmes;

· Spur development of industries essential to trade, such as transport, telecommunications, financial sector, and business services, particularly through the introduction of regulatory policies that, where feasible, harness competition;

· Invest in upgrading public sector institutions related to trade, including customs, the administration of drawback programmes and financial supervision agencies; and

· Ensure adequate macroeconomic policy framework to provide a sound investment climate.

The International Fund for Agricultural Development (IFAD) states that appropriately designed land reform measures can significantly boost food production and rural incomes. Small farms employ more people per hectare than the larger units, often to the benefit of the landless and unemployed. And owning land means that family farmers often secure the bank credit that was previously denied them. The IFAD gives the example of El Salvador where a 10% rise in land ownership has boosted income by 4% per person, and India, where the states where poverty has fallen the fastest are those that have implemented land reforms. Most notably, land reforms in China between 1977and 1985 shifted production from large to small units, which brought about a substantial increase in farm output and lifted millions of poor rural families out of poverty.

IFPRI argues that effective domestic policies in developing countries for growth, poverty alleviation and food security should include maintaining a stable macroeconomic framework; promoting open and competitive markets; ensuring good governance, transparency and the rule of law; implementing programmes and investments that expand opportunities for all, with special consideration for vulnerable groups; and providing adequate safety nets. Because three-quarters of the world’s poor depend directly or indirectly on agriculture, rural development has to be given special attention. This requires eliminating policy biases against agriculture; increasing investments in health, education and human capital in general; improving the management of land and water resources; facilitating land ownership by small producers and landless workers; promoting improved agricultural technology, rural infrastructure and nonagricultural rural enterprises; and encouraging organizations to expand the social capital and political participation for small producers and the poor. Food security in developing countries also requires equitable economic growth and appropriate food use, which depend on the empowerment of women, health and education investments, and better governance.

Transitional Assistance to Mitigate Food Cost Increases

According to the OECD, the elimination of US$ 327 billion in agricultural supports from member countries in 2000 would cause a 12% increase in agricultural prices.
 It will therefore be necessary to help offset increases in the food bills of poor countries due to these price rises, particularly low-income food importing countries. 

The Marrakech Ministerial Decision, signed in 1994, was intended to provide mechanisms for alleviating the negative effects of price spikes caused by the Uruguay Round's Agreement on Agriculture on Least-Developed Countries (LDCs) and the Net Food-Importing Developing Countries (NFIDCs).
 To assist such countries during the transition to liberalization, the decision called for four response mechanisms: food aid, the short-term financing of normal levels of commercial food imports during price spikes, favourable terms on agricultural export credits, and technical and financial assistance to improve agricultural productivity and infrastructure.
 

IFPRI research has recommended a welfare-enhancing approach of proceeding with the liberalization of markets in rich countries, along with cash grants or other financial schemes to compensate poor countries for higher prices and lost preferences.
 
Consideration of Social Concerns

The Doha Ministerial Declaration reaffirmed that provisions for special and differential treatment are an integral part of the WTO agreements, and agreed that all special and differential treatment provisions shall be reviewed with a view to strengthening them and making them more precise, effective and operational.

At the World Food Summit in 1996, the FAO defined food security as a situation where “all people, at all times, have physical and economic access to sufficient, safe and nutritious food to meet their dietary needs and food preferences for an active and healthy life”.
 According to the FAO, policies that raise incomes of the poor, accelerate agricultural productivity and food production and enhance the ability of the country to import food (by strengthening its export earning possibilities) are key for confronting food insecurity in many developing countries.

Research by IFPRI has shown that food security has improved in general over the last four decades, but there are regions and countries at risk and some have become more food insecure. Average food availability is still low for regions such as Sub-Saharan Africa and the incidence of malnutrition is very high in Sub-Saharan Africa and South Asia. For the least developed countries, the total food bill has remained high at 20% and several developing countries with large external debts face additional constraints in financing their food imports.
 IFPRI suggests defining clear categories of food insecure countries and proposes different possible changes in the Agreement in Agriculture to take into account food security concerns for those countries.

A proposal for a "Development Box" by South Centre and CAFOD seeks to address developing countries' concerns regarding food security and the preservation of rural livelihoods. Its objectives are:

1. 
To protect LI/RP farmers, who are often engaged in subsistence farming of food security 

crops, from surges of cheap or unfairly subsidised imports;

2. 
To protect and enhance the efficiency of developing countries' domestic food production 

capacity, particularly in key staples;

3. 
To provide and sustain existing employment and livelihood opportunities of the rural poor;

4.
To promote the improved in-country movement of surplus production.

The proposal does not include support for agricultural exports.
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