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reliance of countries on international trade that establishes the foundation for the link between
international trade and food security. The following paragraphs summarize the links in specific

terms.

First, one has to always be conscious that trade regulations cannot, by them self, solve food
insecurity, but they enhance or reduce the contribution of trade to food security. Security in food
is a combination of various factors of which international agricultural trade in general and trade
in food stables in particular are important. Food Security is best ensured through the right
combination of production, trade and (where appropriate) aid policies. That’s why most food
security strategies, including Ethiopia’s, make their prime concern on food production, and when
lacking a comparative advantage in food production, shift the focus to food trade (imports), and

food aid policies appearing as emergency mechanisms in both policy objectives.

The production incentives, availability of food, and price of food items are determined on market
access rules of a country and its trade partners. Domestic support policies, usually employed by
the OECD countries, determine the output (the amount of food available) at the international
market, the price of food items and the strategy to be followed by international food aid organs.
Export subsidy measures of countries determine whose food items are available for sale on the
world market in which the absence of these forms of subsidies signals on availability and price of

food items in the international market.

As far as Ethiopia’s Food Security is concerned, Policies of international trade in Agriculture are
expected to have an important bearing on the terrible food security conditions of the country as
commercial food imports and food aid cover far more than insignificant percentage of the
country’s annual food needs. First, the chance to boost its trade based entitlements to food
security by effectively utilizing her preferential trade regimes, erosion of preferences that may
come by a drive from net exporting developing countries that will affect the country’s ability to
finance its food imports, and the effect of export restriction by food exporters on the food
security of the country happen from Market Access reforms even if the country is not part of the
system .i.e. regardless of the country’s accession. From the subsidies side too, the food security
effects of persistence or removal of domestic subsidies by the OECD countries on LDCs like

Ethiopia happen regardless of the country’s accession to the multilateral trading system.
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The Food Security effects of accession to the WT'O AoA and the analysis based on the accession
experience of LDCs differ based on the commitments to be undertaken under the three pillars of

the agreement: Market Access, Domestic Support and Export Subsidies.

Under Market Access commitments, even if the country may not be required to make further
reduction to its currently applied agricultural tariff, de facto liberalized, there still exists a chance
in which domestic food production could be under threat:

a) When the existing lower tariffs are bound in WTO schedules they give market operators
and investors, mainly the Multi National Food Companies (MNC), a longer-term
perspective to dump cheap imports to Ethiopian market and displace domestic food
production.

b) The growth of domestic individual income drives the demand side of imported food, and

c) The Special Safeguard Provision of the Agreement on Agriculture, as a mechanism to
rescue domestic food production from foreign competition, can’t be resorted to by

Ethiopia as the country currently employs no non-tariff barriers which need tariffication.

While as an LDC Ethiopia is not required to make any reduction commitments both under the
domestic support and export subsidy commitments of the AoA, experience of LDCs who have
acceded to WTO shows that a number of countries, including Cambodia and Vietnam, are
required to eliminate all forms of export subsidies. Owing to the fact that the country had never
employed any such subsidy during the base period (1986-88), it would not be allowed to
introduce it. Thus, as a result of the Export Subsidy commitments of the WTO AoA, the country
will be handicapped to make any such subsidy even if it is believed to be vital for agricultural

development in the future.

As far as the rules of the AoA help to shift in kind food aid to cash, they will be contributive of
avoiding unnecessary market disruptions effects of food aid-supported programs in the country.

However, owing to a loose discipline of international food aid in the WTO system, there is a
minimal effect that would result from the accession as far as addressing the domestic distortion

effect of food aid is concerned.
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5.2 RECOMMENDATIONS

5.2.1. GENERAL RECOMMEDATIONS

The following series of specific measures must be taken, in view of the analysis made above, to
enhance the contribution of agricultural trade in the WTO to food security of the country or, at

least, avoid any harm coming to its food security situation.

First, it has to be noted that trade regulations and policies cannot, by them self, solve food crises,
but they enhance or reduce the contribution of trade to food security. Security in food is a
combination of various factors of which international agricultural trade in general and trade in
food stables in particular are important. Food Security is ensured through the right combination
of production, trade and (where appropriate) aid policies. Stated differently, diversification of
entitlements (from production-based entitlements, trade-based entitlements and transfer-based
entitlements) is an important tool through which any state including Ethiopia can promote food
security. Thus, the expectation is limited to see a contribution, if any, that the trade regulations

could bring to the food security situation of the country.

To the extent international trade in agricultural products affect the food security of the country.

the following series of measures should be taken with utmost care.

Primarily there are measures that the country should take in complimenting the push that all

acceding LDC make towards:

& Making Article XII of the WTO be interpreted with clear-cut guidelines detailing
transparent criteria for accession of a country or a separate custom territory and the
incorporation of a specific provision for the accession of LDCs, where the LDCs, seeking
accession, will not be required to undertake bilateral negotiation on market access;

& Making commitments of LDCs commensurate with their level of economic development,
capacity and their trade and financial needs, and not be required to undertake higher level

of commitments than those made by the founding LDC member countries of the WTO:
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% Driving member countries of the WTO to provide technical assistance to the acceding
LDCs to implement the commitments they have been asked to make by the existing
member countries at the time of the formers’ accession to the WTO; and

% More importantly, reaffirming the importance of the agricultural sector in the economies

of LDCs, particularly its role in human development, food security and rural

development, so that LDCs should not be required to make commitments on subsidies

and tariffs and should also have access to simplified safeguard mechanism;

While the above are general efforts that need to be made along with all interested countries, the

government of Ethiopia should take the following specific measures:

a) As the country’s future food security hinge on going away from rain fed agriculture to
irrigation and modern means of productions, which require the country to have a policy
space to pursue its food self-sufficiency strategy, negotiators should take care of not
losing these policy spaces through very low tariffs which could displace domestic
production. They should strive not to give up the country’s right to use support
mechanisms important to increase productivity. This is because, the accomplishment of
the food self-sufficiency strategy normally requires increasing tariffs when foreign
imports unduly threaten domestic production or may require giving various subsidies.
From strictly legal point of view, however, the WTO AoA provides sufficient policy
space to do so as LDCs are exempt from tariff reduction, and various domestic support
measures in the form of green box and development box provide a good deal of
opportunity. However, as has ‘repeatedly been noted, accession is the result of
negotiation. This has been articulated in this study from the accession experience of
Cambodia and Nepal. The strategies that may help to have enough policy space to
meaningfully pursue the country’s Food Self-sufficiency strategy during the negotiation

to the author’s mind are:

» To make a convincing case in the negotiation process, the country should
introduce domestic support measures which may be important in the long run
development of the agricultural sector. This not only becomes persuasive to any
negotiating country by glaring Ethiopia’s need to adopt such measures to ensure

its food security, but also helps the country itself to have a practically tested
A T R oy P D e R A TR o)
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experience of the needed policy space, to meaningfully appreciate the importance
of adopting such measures and well articulate the country’s interest in various
negotiation fora.

» For the same reason made above tariffs should also be practically raised above the
very low level currently applied to the level necessary to protect domestic
production in the long run. In addition, tariffs serve as the only practical
protection mechanisms for Ethiopia since the country may not be able to subsidize
its farmers in the short run.

> At the market place you earn what you negotiate, not what you deserve. Thus, the
country should equip its negotiators with the requisite knowledge, expertise and

diplomatic experience to secure the best out of the available opportunities.

b) After everything possible to have enough policy space in the form of higher bound tariffs

and having favorable commitments on the area of subsidies is made, as a negotiation
there could be some interest that the country would be required to give up to negotiators
of other nations. This is naturally a consequence of negotiations. In such a case, whilst a
significant threat to crop farmers of the country is likely to be true if the current low
tariffs are to be bound by the accession, the government should work towards increasing
the production capacity of local farmers to stand competition. This, of course, is not an
option which will be left out until the results of WTO negotiations are known. It is,
always, a home work that awaits the country not only to the agricultural sector but on all
sectors in which WTO commitments bear influence. In this regard, while a good progress
has been observed as the fruits of the Food Security strategy (1996, 2002) by the
reduction seen in the share of Food Aid and imports to total grain production in the
country, there has to be a more rigorous plan and implementation to increase crop
production capacity of Ethiopian subsistence farmers. Infrastructures for modern
irrigation has to be adopted and put to use in large scale to get rid of the rain fed
agriculture of the country, off farm income opportunities for farmers, especially for those
cash crop producing areas, should be developed, productive seeds and fertilizers should
be provided sufficiently and on time to the farmers, and rural markets should be
integrated both to bridge the supply gap in food deficit areas and intensify production in

surplus producing regions. More generally, the country’s immense potential paves a hall

#
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way, in an endeavor to developed crop production and curb the chronic food insecurity in

the country.

Increasing food production capacity of the country is justified not only to fill the pitfalls
of negotiations, but also, the deeper liberalization measures to be taken at the Doha
round, as envisaged by the Modalities of December 2008, are likely to raise international
price of food commodities. Thus, reliance on international food imports or food aid

would become costly.

c¢) If again any threat which competitiveness of domestic farmers can’t overcome happens,
the legal and institutional frame work for the general safeguard measures in the WTO
system like anti-dumping and countervailing measures should be put in place.
Additionally, Special Safeguard Measures and Tariff Rate Quotas should be used to

reduce the risk of a potential surge in imports.

In sum, in addition to complimenting the push that all acceding LDCs make to create a smooth
leveled field commensurate with their development needs in their accession process, Ethiopia
should exert a paramount effort to secure the necessary policy space for the growth of the
country’s agricultural sector, further strengthen the production capacity of its persistence farmers
to fill any loopholes coming out of the negotiation process and prepare the requisite base to make

use of safeguard measures for any risk beyond competitiveness.

5.2.2. SPECIFIC RECOMMENDTIONS

From Food Security perspective, even if the country doesn’t accede to the WTO, it will continue
to face the following difficulties to its troubled food security situation from the trade

liberalization reform processes taking place internationally:

> The liberalization that is to be expected from the Doha Round has aimed to eliminate
Export Subsidies and drastically reduce Domestic Support measures in OECD countries.
These reforms, regardless of the Ethiopia’s accession, increase her food import bill,
which is already high, and risks the availability of emergency food aid.

> The same liberalization in the area of Market Access which substantially reduces tariffs
on tiered formula basis is a danger if it goes deep to the preferential tariff arrangements of

m
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the country which results in preference erosions. This process reduces foreign currency
earning and makes commercial food imports difficult.

» If export restriction disciplines of the WTO AoA are not tightened, even if the country
does not accede to the system, there will be a problem of smooth commercial food
imports from the international market for there will be scarcity of food items on the

market.

On the other hand, the following points should be noted as far as the accession to the WTO

Agreement on Agriculture of the country is concerned:

a) As the time goes far, the costs of acceding to the WTO will increase. This is because as
the country grows economically and individual income raises, there will be a stiff
demand for market access from other WTO member countries negotiating with Ethiopia.

b) Part of the solution to the real problem of the country i.e. the supply side deficiencies.
could also be found in the accession as the accession facilitates Foreign Direct
[nvestment which can help to diversify the production base of the country.

¢) As a country endowed with land, labor and other natural resources helpful for agricultural
development and as a country aspiring to be a middle income earner, the liberalization
measures in the WTO system are also helpful in the long run.

Therefore, while there are food security effects of international trade liberalization measures
regardless of the country’s accession, there is also a room, though scanty, in which the country’s

food security could benefit from the accession.

The Domestic Support provisions of the WTO AoA provide a sufficient policy space to continue
the cwrrent support schemes the country employs to the agricultural sector. Among these
flexibilities available under the agreement are: LDCs are exempt from any tariff reduction
commitments, developmental measures under the development box are exempt for developing
countries in general from calculation of total AMS, and the green box measures are exempt for
all. Even if the support to be provided can’t fall in any of the exempt measures, which is

unlikely, the trade distorting amber box measures can be used by complying with the deminimis
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level (10% of total production). Currently Ethiopia uses only few of the exempt support

measures which showing that there is still much to exploit the flexibilities available.”

From purely food security view point, export subsidies do not help the subsidy granting country.
It, rather, awards lower food price to the importing country, even if it may act as disincentive to
domestic production of such importing countries. Thus, even if Ethiopia is assumed to have the
financial capacity to grant export subsidies to its agricultural producers, that will not be helpful,
at least, from food security perspective. What the country should strive to achieve is the abolition
of this type of subsidies altogether because though it raises international food prices in the short
run, it will help the country in the long run by allowing production of food items at the place they

can be made most efficiently.

The visible risk to the long run food security of the country comes from binding the existing
lower tariffs. If the already lower tariffs of the country are bound, they provide a policy
confidence to, inter alia, Multinational Food Corporation to dump cheap food imports to the
country. While the fixed lower tariff bound by WTO accession drives the supply side of food
dumping to the country, the current individual income increase in the country drives the demand
side of it. Sadly, the fruits of the current growth of the country could be used to augment the
import of cheap food to the country to the level it displaces domestic food production. This
becomes more painful as the country can’t use the Special Safeguard Provision of the Agreement
on Agriculture, as a mechanism to rescue its domestic food production from foreign competition,
because the country currently employs no non-tariff barriers which need to undergo tariffication
process. The Special Safeguard Mechanisms of the WTO AoA are available to countries which

have undergone the process of tariffication.

The experience of the first two acceded LDCs, Cambodia and Nepal, in this regard, signals the
need for serious caution. At 26 and 19 per cent respectively, Nepal and Cambodia have some of
the lowest average bound rates among the LDCs. As shown in table 2, in Chapter Four above,
the simple average bound rate for LDC members of the WTO is 56%. Acceding LDCs countries
are required to carry a draconian responsibility than the LDC members of the WTO. These

countries use to apply similar lower level of average tariffs with which Ethiopia applies today.

225 Refer back Title 4.7.2 in general and 4.7.2.2, specifically, of this study for the agricultural domestic

support measures of Ethiopia and their compliance with the WTO Agreement on Agriculture.
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Before its accession in 2003 Cambodia had an average applied agricultural tariff rate of 16.5%
which is comparable with 22.4% which is Ethiopia’s average applied agricultural tariff today.
Finally Cambodia was able to have a bound agricultural tariff rate of 28.1%. With this trend no
more better could be expected for Ethiopia. Therefore, for the reasons reviewed in chapter four
above (sub title 4.7.2.1), the writer would like to give due attention again, that there will be a
threat to the food production base of the country. Thus, using the strategies tried to be indicated
in the first part of recommendation of this study, the country should strive to secure the higher

tariff level available to LCD members of the WTO during the negotiations.
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