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The breakup of the former Soviet Union and the independence
of Central and Eastern European countries (CEECs) has

opened up the economies of these countries, but the pace of their
transition to free market rules varies greatly. While most of the
CEECs have already joined the World Trade Organization
(WTO), accession negotiations are still ongoing for most of the
countries of the Commonwealth of Independent States (CIS). Will
accession to WTO stimulate exports from CIS countries, or will it
just facilitate imports from the West? Will the economic crisis and
the devaluation of the ruble result in increased competitiveness?
Will WTO accession help overcome agricultural growth prob-
lems? How relevant isWTO,giventhedomesticinstitutional con-
straints that conspire against better-functioning food markets,
especially in the CIS? Is Russia ready to join WTO? These are the
key questions confronting the CEECs and CIS.

WTO membership gives CEEC and CIS countries most-
favored-nation status, which guarantees equal treatment for all
trading partners. New members would benefit from market ac-
cess and the past agricultural liberalization efforts under GATT.
Furthermore, WTO membership could help erase the designa-
tion of some of the countries as “nonmarket economies,” which
has led to less transparent and potentially discriminatory prac-
tices—for example, on the part of developed countries that have
applied antidumping rules against a “dumping” country whose
cost data are deemed to be unreliable. To become part of a more
liberalized world, countries applying for WTO membership
must make three concessions regarding the agro-food sector.
They must offer a specific level of market access, define upper
bounds of agricultural import tariffs and domestic agricultural
support, and make the national agricultural trade system consis-
tent with WTO rules and standards. Government procurement,
preferential trade, and implementation of the Trade Related
Investment Measures (TRIMs) agreement must also be consid-
ered.

Political uncertainty about the negative reaction to open agri-
cultural markets can be counteracted by quickly integrating the
CEEC and CIS countries into WTO and putting their trade re-
gimes under WTO discipline. Furthermore, as WTO members,
these countries will have access to WTO dispute settlement bod-
ies, which can be of great importance when exports dumped by
industrialized countries are glutting domestic markets. WTO
membership also strengthens domestic policies and institutions,
bringing them into line with the provisions of the main interna-

tional trade-related agreements. The changes required in na-
tional policies and institutions may be dramatic. But ongoing
trade liberalization in the context ofWTOwillleadtospecializa-
tion, efficiency gains, and increased agricultural trade. Bringing
their transition economies underWTOtherefore should be at the
top of theCEECand CIS agendas.

For the CEECs, the most important issue concerning agro-food
trade during the upcoming “millennium round” trade negotia-
tions will be the compatibility of country-specific accession
agreements with the European Union (EU). WTO membership
helps countries achieve this compatibility because it streamlines
national trading regimes to fit international standards. The posi-
tion of CEECs in the next round of negotiations will depend on
the status of their EU membership. So far, however, among the
CEECs that are members of the WTO, only Poland has secured
upper tariff bounds for agricultural products close to those of the
EU for the year 2000. Other CEEC countries have secured their
tariff bounds for selected agricultural products at WTO levels far
below those of the EU. These countries therefore would not be
able to assume the tariffs of the EU without violatingWTOcom-
mitments.

Furthermore, the amount of subsidized exports by Hungary,
Poland, and the Czech and Slovak republics has been set low.
Model simulations have shown that exports would far exceed the
subsidized level if the full supply response to the price incentives
offered by the EU’s Common Agricultural Policy (CAP) were
realized. Therefore, the CEECs’ obligations to WTO have been
put forward as an argument for further liberalizing the CAP. The
details of WTO conformity and EU enlargement will depend on
the timing and sequencing of EU accession. If the EU continues
to reform the CAP by further decoupling domestic support from
production, price supports could be exempted from further re-
ductions. However, this is open for debate and depends, first, on
whether the “compensatory payments” for EU farmers can be
extended to farmers from the CEEC, and, second, on whether
such forms of domestic farm support will continue to be accept-
ablemeasures after the next round.

Agricultural trade liberalization has progressed at different
paces in the CEECs. Estonia, for example, significantly liberal-
ized its trade regime from the outset. Hungary and Poland liber-
alized somewhat during the first period of reforms, but in Poland
signs of protectionism are again mounting. For some products
and countries an increase in protection of agricultural producers
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may result from EU accession. For CEECs that
are WTO members, accession agreements have

strengthened trade-related reforms.
In the case of the CIS countries, under what conditions

will their national agricultural trade systems be integrated
into the WTO? Because of pressure from international donors,

most quantitative export and import restrictions have been elimi-
nated and export taxes have been reduced considerably in recent
years. However, the issue of market access remains controversial.
Substantial shares of the food trade, both within and outside the
CIS, are still based on barter arrangements and state trading, re-
sulting in discrimination against international, non-CIS competi-
tors. The Ukraine, facing shrinking food exports, raised import
barriers in 1997, particularly for livestock products.Market access
became less transparent as expensive certification procedures and
sanitary standards were increased. A domestic parastatal agency
has to certify food products even if they comply with the strict
standards of the U.S. Food and Drug Administration or the
International Standard Organisation of the EU.

In negotiations with Russia, the process of defining upper
tariff bounds for traded products was enhanced when Russia
adopted the Harmonized System and thereby international cus-
tom codes early in its transition period. This step still has to be
taken by other CIS countries. However, Russia has increased
nominal import tariffs, and the transparency of the trade regime
is limited by numerous nontariff barriers such as cumbersome
customs and certification procedures, currency controls, struc-
tural and technological impediments, corruption, and intellec-
tual property piracy. Food imports have been hampered by a new
food labeling law introduced inMay1997.

To negotiate an acceptable level of domestic support for the
agricultural sector is complicated by difficulties in measuring the
level of support for CIS countries. It is hard to obtain estimates of
indicators like the Aggregate Measure of Support because of
problems in tracing the effects of newly implemented support
instruments such as credit in kind or soft-budget constraints for
former collective farms. Poorly functioning marketing systems
also affect the wedge between domestic and international prices.
For 1997, OECD estimates of the Producer Subsidy Equivalent
(PSE)—onemeasureofgovernment support—indicate that farm-
ers are again being subsidized after an initial decline. However,
PSEs may be reflecting their sensitivity to 1998 exchange rate
realignments, which resulted in relative price increases for im-
ported food products. The question remains, therefore, of which
base year will be chosen for defining the binding level of domes-
tic support in the accession negotiations with individual CIS
countries.

All CISmember states find it difficult to accept definite com-
mitments on any of these issues. Countries like Russia or the
Ukraine, for instance, would prefer levels of protectionism simi-
lar to those of the EU. However, such high levels of protection-

ism are opposed not only by free traders like the Cairns Group
but also by the EU itself. In this context, the unilateral commit-
ment of a country like Ukraine to disregard the option of intro-
ducing export subsidies in the future has to be highly valued.

After the collapse of the communist system, Russia concluded
several new trading arrangements, in particular the Partnership
and Cooperation Agreement with the EU, free trade agreements
with all other CIS countries, and a number of agreements on re-
gional economic cooperation. The latter agreements were often
insufficiently implemented or not at all. In 1998, an agreement
on the creation of the common CIS agricultural market was
signed, with varying tariff rates and nontariff measures applied
toward third countries. The CEECs are also engaged in regional
cooperation agreements with each other or with third partners
(for example, theEurope Agreements with the EU).

WTO has formalized the treatment of these regional cooper-
ation agreements. The Committee on Regional Trade
Agreements is in charge of examining the conformity of these
agreements with WTO rules. For instance, any free trade agree-
ment must include “substantially all trade” without exempting
any sectors. However, the free trade agreement that the CIS con-
cluded in the spring of 1998 covers agricultural trade only.
Another WTO rule explicitly states that the establishment of free
trade agreements or customs unions should be completed within
“a reasonable length of time.” This rule could be used as an argu-
ment against the lengthy transition periods after integration into
the EU during which the agricultural sectors of CEECs will be
exempted from adapting to the CAP.

Accession of the CIS and CEECs toWTOwouldstimulate domes-
tic reforms either through mandatoryWTOrulesorastheresultof
negotiations with other WTO members. Domestic trade barriers
within regions, suchas thosethat existintheCIS,andcontractinse-
curity need to be overcome. Capacity building and institutional
strengthening are needed to streamline agricultural policies and
strategies. Domestic and regional market reforms in the CIS are a
precondition for reaping WTO trade benefits. The negotiations for
WTO accession should be intensified to speed up this process. A
quick WTO accession could prevent any trend toward increasing
protectionism. However, WTO accession will only result in more
liberal agricultural trade regimes in the CIS and CEECs if the mil-
lenniumround trade negotiationspromise further reduction ofagri-
cultural protection in the EU and the U.S. Only under these condi-
tions will the transition countries have better market access, which
would increase export opportunities and have a positive effect on
the economicstabilizationprocess.
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