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ABSTRACT 

This paper is part of IFPRI’s continuous research on international trade policies to achieve food security, 
poverty reduction, and environmental sustainability. During the time of the General Agreement of Tariffs 
and Trade (GATT) and since the creation of the World Trade Organization (WTO) in 1995, many 
developing countries—particularly low-income and agricultural exporters—have expressed 
dissatisfaction with the damaging impacts of export subsidies and other forms of export competition on 
their agricultural sectors. In particular, it was noted that while export subsidies for industrial goods were 
prohibited under the GATT and WTO legal frameworks, agricultural products export subsidies were 
allowed under GATT and later only partially disciplined under the WTO’s Agreement on Agriculture. 
This applied to both primary farm products and processed items that are arguably more akin to industrial 
goods.  

This paper reviews, from the perspective of developing countries, the recent agreement reached at 
the 10th WTO Ministerial at Nairobi related to export competition, including exports subsidies, food aid, 
export credits and guarantees, and state trading enterprises (STEs). The legal and economic aspects of the 
agreement are examined, and the relevance of banning agricultural export subsidies are noted. This 
eliminates some of the worst-case scenarios, if agricultural world prices continue to soften and the 
important margin of export subsidies still allowed under the WTO framework was to be used. But given 
the relatively longer transition period for some relevant products before export subsidies are completely 
banned, the paper argues for continued monitoring of the potential use of this instrument. The paper also 
discusses the other components of export competition, looking into the legal and economic aspects. Some 
suggestions about continuous work on transparency and monitoring of current practices, and further 
disciplines are also presented.  

Keywords: agricultural trade, export subsidies, developing countries, World Trade Organization 
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1.  INTRODUCTION 

In December 2015, the tenth World Trade Organization (WTO) Ministerial Conference in Nairobi, 
Kenya, took a significant step forward with the agreement of a new Ministerial Decision on Export 
Competition.1 This decision set out new rules on: (1) export subsidies; (2) export credits, guarantees, and 
insurance (collectively called "export financing support"); (3) exporting state trading enterprises; and (4) 
food aid.2 This paper discusses the outcomes related to these four areas.3 We first look at how export 
competition issues have been treated at the WTO to date. The discussion then turns to some economic 
considerations before analyzing the impact of those export measures. We continue by examining how 
countries have used these policy instruments in recent years. Finally, we look at the significance of the 
Nairobi Package in establishing new rules governing trade in these areas and possible future issues for 
study.  
  

                                                      
1 WT/MIN(15)/45-WT/L/980, online at https://www.wto.org/english/thewto_e/minist_e/mc10_e/l980_e.htm. 
2 A fifth related area, export restrictions and taxes, has been treated differently at the WTO and is examined in greater detail 

in Anania (2014). 
3 This paper draws on Díaz-Bonilla and Harris (2014), and extends and updates Díaz-Bonilla and Hepburn (2016) based on 

the dialogue that took place during the joint ICTSD-IFPRI event “Evaluating Nairobi: What does the outcome mean for trade in 
food and farm goods?” on June 9, 2016, at the WTO headquarters in Geneva, Switzerland. See Clay (2014) for a more detailed 
discussion of food aid issues. 
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2.  HOW HAS EXPORT COMPETITION BEEN TREATED AT THE  
WORLD TRADE ORGANIATIO TO DATE? 

Reviewing the treatment of export competition at the WTO is important, not just to provide a basis for 
assessing the significance of the recent Nairobi outcome. It is also necessary because many lawyers have 
argued that the Nairobi Package would need to be read in conjunction with other “covered agreements” in 
the event of a challenge to noncompliance through the WTO’s dispute settlement process.4  

General Agreement on Trades and Tariffs 
The global trade framework has long treated export subsidies differently, depending on whether they are 
applied to industrial or agricultural products. Export subsidies for industrial goods were prohibited under 
the WTO agreements (and under the WTO’s forerunner, the General Agreement on Trade and Tariffs, or 
GATT). For agricultural products, on the other hand, export subsidies were allowed under GATT and 
later only partially disciplined under the WTO’s Agreement on Agriculture; this applied to both primary 
farm products and processed items that are arguably more akin to industrial goods.  

GATT also recognized the potentially trade-distorting effects of state trading enterprises (STEs). 
Article XVII accepted these entities, provided that they acted in accordance with the general principles of 
nondiscrimination and were based on trading decisions concerning commercial considerations. The 
GATT agreement also stipulated that STEs should neither diminish nor nullify the commercial value of 
negotiated tariff concessions. The agreement went on to require that STEs not be operated in a way that 
creates quantitative restrictions on imports, export subsidies, and other WTO-inconsistent measures. 
Governments had to notify GATT regarding the operations of their STEs on a regular basis. 

Uruguay Round 
During the WTO’s Uruguay Round, export subsidies in general were considered in greater detail in the 
Agreement on Subsidies and Countervailing Measures (ASCM), and their prohibition was reaffirmed. 
Agreement on Agriculture (AoA) allowed countries using export subsidies for agriculture to keep doing 
so, but the total value and volume of these payments were capped and made subject to reduction 
commitments.5   

Regarding STEs, the Uruguay Round agreements included an “Understanding on the 
Interpretation of Article XVII,” which attempted to clarify the original definition of GATT 1947, with 
one important change. An STE had previously been defined as a “state enterprise” or one receiving 
exclusive rights or privileges. The new definition obliged notifications in the case of “governmental and 
nongovernmental enterprises, including marketing boards, which have been granted exclusive or special 
rights or privileges…” (emphasis added) (WTO 1999). The “or” in the original Article was replaced by 
“which,” thereby excluding government-owned companies that are not granted those special privileges.   

Recognizing that other practices existed that could also be used to circumvent disciplines on 
export subsidies, the AoA included Article 10, “Prevention of Circumvention of Export Subsidy 
Commitments” (WTO 1999). In section 10.2, the Article called for WTO members to develop and apply 
“internationally agreed disciplines to govern the provision of export credits, export credit guarantees or 
insurance three programs.”6  
  

                                                      
4 See, for example, the discussion online on the International Economic Law and Policy blog.  

http://worldtradelaw.typepad.com/ielpblog/2016/02/the-ministerial-decision-on-export-competition.html. 
5 While countries were allowed to apply countervailing duties to industrial goods, as noted, agricultural subsidies received 

different treatment. This limited the possibility of imposing those duties until 2003 if the exporting country operated within the 
quantity limits agreed in the Uruguay Round.  

6 It remains unclear whether members, or indeed a dispute settlement panel, would see the Nairobi decision (discussed 
below) as representing the “internationally agreed disciplines” referred to under paragraph 2 of this Article. 
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Regarding international food aid, Article 10.4 set out requirements. The first was that food-aid 
donors ensure that the aid they provide was not tied, directly or indirectly, to commercial exports of 
agricultural products. The second requirement specified that food-aid transactions were to be carried out 
in accordance with the FAO “Principles of Surplus Disposal and Consultative Obligations”. This 
explicitly included food aid that has been “monetized”; that is, in-kind aid sold to raise funds for aid or 
development projects. Finally, the agreement specified that food aid be provided under terms that are no 
less concessional than those set out in the 1986 Food Aid Convention.7 At the same time, the “Ministerial 
Decision on Measures Concerning the Possible Negative Effects of the Reform Program on Least-
Developed and Net Food-Importing Developing Countries” required that disciplines on both food aid and 
export credits and guarantees did not negatively affect those two categories of developing countries. 
These nations would still need access to basic foodstuffs from external sources on more favorable terms 
and conditions.  

In summary, the Uruguay Round agreements maintained the more permissive treatment of export 
subsidies for agricultural and agro-industrial products, although defining some quantity and value caps.8 

In addition, they changed the definition of STEs, while introducing the topics of food aid and export 
credits and guarantees as part of the concept of export competition. 

2008 “Revised Draft Modalities for Agriculture”  
After the creation of the WTO at the Uruguay Round, agricultural trade negotiations continued on several 
topics, as mandated in Article 20 of the AoA. Among these was the question of how to place agricultural 
export subsidies on the same level as nonagricultural subsidies; that is, define them as prohibited practices 
under the WTO legal framework. 

The 2008 “Revised Draft Modalities for Agriculture”9 was the last attempt to reach an agreement 
on agriculture before the general Doha Round talks reached a stalemate later that same year. The 2008 
draft text determined that by 2010, developed countries would reduce their budgetary outlays for export 
subsidies by half and completely eliminate them by 2013.10 The draft text also indicated that no new 
markets or products could receive subsidies. Developing countries would have until 2016 to comply with 
the agreement. 

Annex J of the draft discussed different categories of export financing support, including export 
credits and export credit guarantees and insurance. In addition, it stipulated which entities would be 
subject to disciplines under a yet-to-be determined agreement. The text also defined a maximum 
repayment term of 180 days for the export financing programs operated by developed countries. For 
developing countries, the obligation was not to exceed a repayment period of 360 days at the start of 
implementation of the potential agreement; this would be reduced to 180 days by the fourth year of 
implementation. However, Least Developed Countries (LDCs) and net food-importing developing 
countries (NFIDCs) would be granted longer repayment periods. Annex J also indicated that all export 

                                                      
7 This agreement was updated in 1999 and replaced by a successor agreement with the same name and then subsequently by 

a new Food Assistance Convention. This occurred after governments that were party to the original Food Aid Convention 
allowed this instrument to expire. Clay (2014) discusses in further detail how the emerging food-aid governance regime relates to 
existing WTO agreements. 

8 It is true that several developing countries are among those WTO members who notified export subsidies (14 out of the 25 
WTO members with such notifications). Therefore, they were permitted to use export subsidies for agricultural products. But 
their importance is small compared to industrialized countries: the latter represent 84 percent of the values allowed under the 
current AoA (only the EU amounted to 62 percent of the total value of allowed agricultural export subsidies) (FAO 2000). That 
most of the export subsidies have been utilized by industrial countries, along with other advantages in domestic support and 
market access instruments, has been referred to ironically as “special and differential treatment” (SDT) for the agriculture of 
industrialized countries. For instance, from 1986 to 1997, European and US export subsidies amounted to about US$135 billion, 
or the equivalent of almost 13 percent of the value of all agricultural exports by developing countries in Africa, Latin America 
and the Caribbean (LAC), and Asia (minus China) combined during the same period (Díaz-Bonilla and Reca 2000). 

9 TN/AG/W/4/Rev.4, December 6, 2008. https://www.wto.org/english/tratop_e/agric_e/agchairtxt_dec08_a_e.doc. 
10 As agreed in the 2005 Hong Kong ministerial declaration. 

https://www.wto.org/english/thewto_e/minist_e/min05_e/final_text_e.htm. 
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credit guarantees and insurance programs must be self-financing. For developed countries, the premium 
charged must be sufficient to cover operating costs for a four-year rolling period; this period was eight 
years for developing countries. 

Annex K of the 2008 draft text covered agricultural-exporting STEs. It should be noted that the 
draft text did not cover importing STEs. The Uruguay Round definition of STEs was maintained, and the 
new disciplines included a prohibition on the use of export subsidies. Exporting STEs would also not be 
able to receive government financing or capital at below-market rates, and governments could not 
underwrite losses. Agricultural export monopoly powers for STEs would end by 2013. However, this 
would not occur if (1) the exported product represented not more than 0.25 percent of total world trade in 
agricultural products in the 2003–+ base period, (2) the STE had been notified, and (3) it was not being 
used effectively to circumvent obligations. Furthermore, more favorable “special and differential 
treatment” for developing countries included the possibility of continued use of monopoly powers if they 
were “to preserve domestic consumer price stability and to ensure food security” (TN/AG/W/4/Rev.4, 
December 6, 2008). However, if the objectives of the developing country’s STEs differed from these 
goals, it could still retain monopoly powers if its share of global exports of the agricultural product(s) 
concerned was less than 5 percent for three consecutive years. Lastly, agricultural exporting STEs were 
permitted for LDCs and “small and vulnerable economies” (SVEs).11 

Finally, Annex L of the 2008 text expanded on new rules regarding food aid. These rules aimed 
to create a “safe box” for food aid in humanitarian emergencies, with stricter disciplines enforced in 
nonemergency situations. Annex L also established several general disciplines that would apply to all 
food-aid transactions and require food-aid donors to provide “all relevant data” to the Committee on 
Agriculture on an annual basis.  

The Bali Ministerial 
During the process leading up to the 2013 Bali Ministerial, several agricultural-exporting developing 
countries asked for specific steps to comply with the 2005 Hong Kong Ministerial Declaration, which 
defined 2013 as the deadline for eliminating export subsidies. A small number of developed countries 
opposed this option, arguing that they were not ready to make a firm commitment in the absence of a 
more comprehensive reform of all agricultural issues in a finished Doha Round.12 In the end, the Bali 
Ministerial adopted a Ministerial Decision on Export Competition13 that committed WTO members to 
apply the “utmost restraint” when using export subsidies and to maintain those subsidies at the lower 
levels of the early 2010s (when they were less utilized because of high world prices). In addition, WTO 
members had to enhance the available information about the use of subsidies. Therefore, the exceptional 
treatment of agricultural export subsidies under the WTO legal framework continued. 
  

                                                      
11 The category of SVE includes those countries that, from 1999 to 2004, had an average share of (1) world merchandise 

trade of no more than 0.16 percent or less, (2) world trade in nonagricultural products of no more than 0.1 percent, and (3) world 
trade in agricultural products of no more than 0.4 percent. Those countries were characterized in paragraph 157 of the 2008 draft 
text and listed in its Annex I. 

12 The 2005 Hong Kong Ministerial Declaration (WT/MIN(05)/DEC, December 22, 2005) stipulated in paragraph 6 that 
Ministers “agree to ensure the parallel elimination of all forms of export subsidies and disciplines on all export measures with 
equivalent effect to be completed by the end of 2013.” However, immediately added that “this will be achieved in a progressive 
and parallel manner, to be specified in the modalities, so that a substantial part is realized by the end of the first half of the 
implementation period.” Therefore, while the first part appeared to define a clear deadline for agricultural export subsidies, the 
second part, referring to the “implementation period,” seemed to link that end date to the completion of the trade round. 

13 (WT/MIN(13)/W/12). https://www.wto.org/english/thewto_e/minist_e/mc9_e/desci40_e.htm. 
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3. WHAT ARE THE ECONOMIC IMPLICATIONS OF THE DIFFERENT 
COMPONENTS OF EXPORT COMPETITION? 

To assess the treatment of export competition in the WTO, it is useful to consider the economic impacts 
of the different policies included in that broad categorization.   

Agricultural and food policies usually confront a policy dilemma: they may attempt to support 
producers through high food prices, which expand food supply, or they try to maintain low food prices to 
help consumers, particularly poor and vulnerable populations (Timmer, Falcon, and Pearson 1983).14 

These divergent policies also may have different fiscal effects that require consideration.  
Trade policies in general, and export competition measures in particular, face the same issue; they 

must determine how costs and benefits are distributed across producers, consumers, and taxpayers. 
Furthermore, this analysis must consider three levels: the exporting country enacting the specific policy, 
the country directly importing the subsidized products, and the rest of the exporting and importing 
countries of those products.  

Export Subsidies 
Export subsidies increase the price of the product supported in the exporting country (favoring net 
producers of that product and hurting net consumers or users). At the same time, export subsidies reduce 
that products’ price in the importing country (and on the world market in general), thereby hurting net 
producers and benefiting net consumers in the importing country and the rest of the world. Export 
subsidies tend to be the result of the accumulation of domestic stocks by the exporting country under 
public buying schemes with the goal to support prices for domestic producers. Then, disposing of those 
excess stocks on world markets is a way to reduce the cost to domestic taxpayers of these policies.15 

Implicitly, export subsidies also provide a way to make producers in the rest of the world pay for that 
support through lower prices and displaced production.   

Laborde and Díaz-Bonilla (2015) simulated a scenario in which a decline in world prices led to 
the full use of export subsidies that could be applied before the Nairobi agreements had been reached. 
They found that those export subsidies may displace almost US$11.5 billion in agricultural production in 
middle- and low-income countries. At the same time, these subsidies support the expansion of the 
agricultural sector in high-income countries. This is especially true in the European Union (EU), which 
has the largest level of allowed export subsidies under WTO rules. The simulation also showed that 
export subsidies would put further downward pressure on world food prices. The implicit redistribution of 
income from high-income countries by export subsidies led to marginal increases in the aggregate welfare 
of middle- and low-income countries (0.03 percent and 0.11 percent, respectively, of their incomes in 
2020). These increases resulted from consumers benefiting from lower prices, which barely exceed the 
negative welfare impact on producers. However, in addition to directly displacing production in other 
countries, export subsidies were found to also suppress incentives for agricultural investment in 
developing countries and reduce the wages of unskilled workers in rural areas. In the aggregate, therefore, 
export subsidies would have a negative impact on low-income countries’ attempts to alleviate poverty and 
attain long-term food security. Furthermore, export subsidies are used when world prices are low, not 

                                                      
14 Of course, instead of focusing on prices alone, the best policy approach is to try to increase productivity and reduce costs, 

both of which improve net incomes for producers and expand production at affordable prices for consumers. 
15 To understand why disposing of stocks on world markets reduces costs to the taxpayer, consider the alternatives: (1) let 

the product bought domestically rot in public stocks, or (2) distribute it for free or at a minimal cost to poor people. Both cases 
imply important fiscal costs, although the second option would at least have an important poverty reduction function. Of course, 
the government could also sell the product internally at commercial prices rather than as an antipoverty program. However, that 
approach would push the domestic price down, which has the opposite effect of a public intervention that wants to keep 
producers’ prices up.  
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when they are high—exactly the opposite sort of intervention that would benefit vulnerable consumers in 
poor countries.16  

Export Credits and Export Financing 
The analytical debate surrounding export credit and guarantee programs is whether they can (1) reduce 
the unitary price for the buyer, pushing world prices down and affecting other producers and exporters, as 
in the case of export subsidies discussed above, or (2) expand demand that would otherwise not exist 
because of countries lacking access to import credit. In the latter case, these programs may not necessarily 
lead to declines in world prices or displace other exporters. Potential trade disciplines for these 
instruments should ensure that their operation does not include elements of subsidies that would generate 
the first effect. At the same time, they should allow those non-subsidizing terms and conditions that may 
help countries experiencing external credit constraints to obtain financing for their imports (the second 
potential effect). 

International Food Aid 
A similar argument relates to the potential impacts of food aid: it may displace other potential suppliers 
(domestic or international), or it may help those that would not have been able to buy food. If aid goes to 
poor consumers who would not otherwise have been able to buy food, then that aid helps to reduce 
poverty and food insecurity, but it would not displace domestic producers in the country receiving the aid 
nor deny potential markets to other exporters.  

In this regard, trade disciplines should focus on making sure that food aid goes to the poor or is 
used only in a humanitarian crisis and emergency situations in which commercial channels would not 
operate.  

Exporting State Trading Enterprises  
The case of STEs is more complex, and there remain different views on their impacts. On the one hand, 
some argue that exclusive or special privileges allow STEs to exercise domestic monopoly or monopsony 
powers, distorting domestic and international markets and evading international obligations. On the other 
hand, it has been argued that STEs, at least those that exist in developing countries, contribute to a more 
stable food supply and stable prices, thus assisting food security. It is also possible to see STEs in 
developing countries as filling a role not occupied by a weak private sector. Alternatively, they can be 
viewed as operating as a countervailing power in the form of a collective trading entity in agricultural 
commodity markets that are imperfectly competitive or dominated by large international private firms. 
STEs may also perform other functions, such as providing support for rural development, and may 
operate subsidized food distribution schemes to help poor and vulnerable populations (FAO 2002; 
McCorriston and MacLaren 2006).  

In summary, STEs undertake a variety of activities that can influence trade in ways that may 
affect the interests of producers, consumers, and taxpayers— both in the country operating the STE and in 
other countries that may compete with that enterprise on the import or export side. The market impacts of 
STEs are related to the objectives pursued, the type and number of products covered, the operations 
allowed, and the general legal powers bestowed on the enterprises. The impact of STEs also depends on 
the market structure in which they operate, both domestically and internationally. Typically, if the STEs 
did not exist, perfect competition would not characterize the market structure of the products considered 
(McCorriston and MacLaren 2006). Thus, whether welfare would be improved by the elimination of 
                                                      

16 Laborde and Díaz-Bonilla (2015) also show that poor consumers in developing countries would be far better off if 
supported by a global food stamp (GFS) program with vouchers that could be utilized to buy domestic production in their own 
countries. A scheme costing only half the amount spent in the export subsidy scenario (about US$6 billion) would achieve the 
same food consumption gains in developing countries as those generated by export subsidies. Furthermore, the GFS leads to 
increases in agri-food value added in high-, middle-, and low-income countries, while export subsidies, as noted, led to increases 
in high-income countries but declines in middle- and low-income ones. 
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STEs or trade disciplines on their operations is an empirical matter that also depends, among other things, 
on the market structure and behavior of other non-STE firms.17  

The real issue is less the existence of STEs per se but the specific practices they follow, 
particularly those such as import restrictions and export subsidies, which the WTO legal framework 
generally disciplines. In this regard, it is important to distinguish between practices that affect trade and 
those that do not or that do so to a lesser degree. The former include the administration of price support 
schemes for domestic production and the monopoly on imports or exports. The latter concern such 
practices as quality control of domestic production; the provision of export-related support services such 
as storage, shipping, handling, processing, and packaging; and the operation of emergency stocks of key 
staples (Ingco and Ng 1998).  

Increased transparency regarding STEs is central to understanding how they operate. 
Governments must expand on the frequency and detail of their notifications to the WTO regarding STEs, 
and consider the variety of operations and effects. That information would facilitate more detailed 
empirical analysis of STE operations within the context of imperfectly competitive world markets, in 
which not only STEs but also large and dominant private companies operate. 
  

                                                      
17 At least since the publication of The General Theory of Second Best (Lipsey and Lancaster 1956–1957), economists have 

known that in the presence of multiple distortions in a market— say, the presence of dominant private international companies 
and STEs—the elimination of only one of those market distortions (for example, the STEs) may not necessarily improve welfare.  
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4.  HOW HAVE COUNTRIES BEEN USING THESE POLICY  
INSTRUMENT RECENTLY? 

As part of the Bali commitments to improve transparency in export competition, the WTO Committee on 
Agriculture asked the secretariat to send questionnaires to members regarding all aspects of export 
competition. The results of this exercise were published and subsequently updated, most recently in July 
2015 and May 2016, and a summary of the main findings follows.18  

Export Subsidies 
The answers to the questionnaires show that the use of export subsidies has declined substantially. The 
available data indicate that several product groups that were formerly the main recipients of subsidies, 
such as grains and oilseeds, have not received export subsidies in recent years. Further, many—but not 
all—of the countries still using subsidies employ only a small proportion of their allowed levels. 
Nevertheless, the information collected by the WTO still showed a total of US$881 million in export 
subsidies for the period 2011–2013. The EU and Canada each provided about US$260 million in export 
subsidies, followed by Switzerland-Liechtenstein, with US$230 million and Norway with US$125 million 
(Table 4.1). 

Table 4.1 Export subsidies (notified) (million US dollars) 

Country 2011 2012 2013 Total 
Canada 89.2 90.1 80.2 259.6 
Norway 40.4 39.8 44.9 125.1 
Switzerland 86.0 68.6 75.6 230.2 
European Union 187.3 75.9 0.0 263.3 
Israel 2.0 0.8 n.a. 2.8 
Total 404.9 275.2 200.8 880.9 

Source:  G/AG/W/125 and annexes, and subsequent updates (WTO 2014). 

The May 2016 WTO Secretariat document includes notifications only for 2014 from Canada (US 
$73.4 million), Israel ($1.8 million), and Norway ($30.7 million). 

It should be noted that the EU has not used export subsidies since the new Common Agricultural 
Policy was approved in December 2013. However, domestic legislation before Nairobi allowed for these 
measures to be used again as an “exceptional measure.” After Nairobi, however, that option was limited 
and will eventually be eliminated.19 It should also be noted that the EU notified 1.35 million tons of sugar 
as quantities exported under export subsidies that are not counted in the budgetary notification. These 
represented 98.2 percent of the quantity commitment levels in 2013, according to G/AG/W/125/Rev.4, 
footnote 12; also, as discussed below, the Nairobi Ministerial Decision on Export Competition accords 
those exports special treatment.20 

                                                      
18 G/AG/W/125 and Annexes, and subsequent updates, including G/AG/W/125/Rev. July 3, 2015, and G/AG/W/125/Rev.4, 

May 2016. 
19 The information provided to the WTO by the EU before Nairobi stated that those export subsidies would be “only 

available to the extent and for the time necessary to address threats of market disturbance caused by significant price rises or falls 
on internal or external markets or other events and circumstances significantly disturbing or threatening to disturb the market” 
(see page 32 footnote G/AG/W/125/Rev.3. July 27, 2015). In G/AG/W/125/Rev 4, however, it states that “upon adoption of the 
Nairobi Ministerial Decision the European Union has been bound by the disciplines of the Decision” (Rev 4, 34).  

20 Three related WTO disputes on EU export subsidies for sugar (DS265, DS266, and DS283) found that the EU was in 
effect providing export subsidies to sugar in ways that contravened the bloc’s WTO commitments, despite not providing direct 
budgetary outlays under its relevant policies and programs. The EU has subsequently provided this support accordingly. Further 
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Excluding the EU sugar exports, the main product categories that received subsidies from 2011 to 
2013 were “incorporated products,” followed by poultry meat and pig meat, cheese made from skim-milk 
powder, and bovine meat. It should be noted that WTO members do not seem to have provided subsidized 
exports of bovine meat in 2012 and 2013, while subsidized exports of poultry meat appear minimal in 
2013. The countries that reported export subsidies in 2014 (the latest year covered in the most recent 
WTO exercise) focused on dairy products (Canada), fruits and vegetables (Israel), and pork and cheese 
(Norway). These data, however, may be incomplete. The WTO Secretariat could improve the usefulness 
of its current summary report by adding numerical tables to the charts. 

The decline in the use of export subsidies appears to be related mainly to the fact that, as 
agricultural and food prices increased significantly after the early 2000s, those instruments were not 
needed to dispose of production surpluses in world markets.21 With prices trending downward since 2011, 
countries would still have been legally able to significantly increase their use of export subsidies in the 
absence of the agreements reached in Nairobi (as argued in Laborde and Díaz-Bonilla 2015).  

Export Credits and Guarantees 
Regarding export credits and similar measures, 15 WTO members have programs related to export credits 
and guarantees in G/AG/W/125/Rev.4.22 The quality of the data collected by the WTO Secretariat on 
these programs has improved since the first exercise in 2014.23 However, the data collected may still need 
further clarification and homogenization with respect to the value of exports supported by type of 
program, specific products, and export markets covered.  

Since its inception, the GSM-102 program has received significant attention.24 According to 
G/AG/W/125/Rev.3 (July 2015), in 2013–2014 the scheme covered an annual average of exports 
amounting to US$2,600 million, about 50 percent of which went to Latin America and the Caribbean. In 
terms of individual countries, Turkey received about 28 percent of the covered exports, followed by 
Mexico (18 percent) and Korea (15 percent).  

In G/AG/W/125/Rev.4 (May 2016), the amount of credit provided under GSM-102 reportedly 
declined to about US$1.8 million, but the notification did not provide the geographical distribution as it 
had before. However, the United States did provide information on the Export Credit Insurance of the 
Export-Import Bank; according to the reporting, this program covered somewhat more than US$600 
million of agricultural products annually. 

Oilseeds and related products and cereals have been the main products benefiting from export 
guarantees and related measures under GSM-02. The credit insurance of the Export-Import Bank appears 
to be more concentrated on dairy, meat, and miscellaneous agricultural products.  

Another program with substantial coverage is Canada—about US$410 million, on average, for 
2014–2015 for various credit schemes; the value jumps significantly to some US$3.55 million when 
short-term credit insurance is included. Turkey also had substantial coverage—about US$740 million in 
export credit insurance and some US$1.060 million in export credit for 2015. It is difficult to put the 
information provided by the rest of the WTO member countries on the same footing; for instance, some of 
them informed the value of loans outstanding rather than annual flows. Other countries with significant 
programs registered in Rev.4 include: (1) Colombia (almost US$300 million); (2) the aggregate of several 

                                                      
details can be found on the WTO website. https://www.wto.org/english/tratop_e/dispu_e/dispu_status_e.htm. The most recent 
reform of the EU’s Common Agricultural Policy confirms a previous decision to phase out sugar production quotas in 2017, a 
deadline reflected in footnote 3 of the Nairobi Ministerial Decision on Export Competition. 

21 Reforms to farm policy, such as the dismantling of market price support schemes in the EU, has also helped WTO 
members to reach the deal struck in Nairobi. 

22 Fourteen such countries were identified in G/AG/W/125/Rev.3. The countries included in Rev.3 were Australia, Brazil, 
Canada, Colombia, the EU, Japan, Malaysia, New Zealand, Peru, the Russian Federation, Switzerland, Turkey, the United States, 
and Vietnam. Jamaica was added in G/AG/W/125/Rev.4. 

23 Reported in Díaz-Bonilla and Harris (2014). 
24 For example, a May 2016 submission from Canada (JOB/AG/68) examined this program in detail. 
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EU countries with reported programs (about US$150 million); (3) Brazil (somewhat less than US$100 
million); and (4) New Zealand, Japan, and Australia (between US$30 million and 60 million each).25 

The data in G/AG/W/125/Rev.4 and successive exercises will allow for a more informative 
disaggregation between export credits and different forms of export credit guarantees and insurances. All 
of these would have different economic implications for trading operations. Governments should provide 
more detailed reporting on the products and markets covered for those programs with larger potential 
impacts on trade. 

State Trading Enterprises 
In the 2015 exercise, 20 members reported that they operated agricultural- exporting STEs, with 67 STEs 
in total (G/AG/W/125/Rev.3). In the most recent notification from May 2016 (G/AG/W/125/Rev.4, May 
2016), 17 members reported 60 STEs.26 The countries reporting the most STEs were China (25) and India 
(14), followed by Colombia (4) and Israel (3). The main product categories concerned were tobacco (20 
STEs); fruits and vegetables (14); “other agricultural products”27 (8); and wheat and wheat flour, coarse 
grains, and rice (5). 

Several STEs declared as such did not include export operations (for example, Indonesia and 
Ecuador). Others operated mostly internally (such as seems to be the case in 11 STEs in India dealing 
with onions). Still others were specialized subnational companies exporting local spirits—for instance, the 
reported Colombian STEs. Alternatively, several STEs appeared to be managing export quotas granted 
under trade treaties. Examples include Tunisian STEs exporting olive oil to the EU and, partially, the 
Costa Rican STE exporting sugar mainly to the United States.  

On the other hand, several other STEs that reported appeared to be major global exporters. The 
reported STE from New Zealand appears to represent 36 percent of world exports by value of kiwi from 
2011 to 2013. Two of the Vietnamese STEs mentioned in G/AG/W/125/Rev.3 were reported as handling 
about half of Vietnam’s rice exports, which would have been somewhat more than 6 percent of world 
exports of rice by value during the same period. However, as noted previously, Vietnam was dropped 
from the G/AG/W/125/Rev.4 list of countries with STEs.  

Other countries with STEs having at least potential global reach included Canada (cereals); China 
(rice, corn, cotton, and tobacco); and India (sugar). Rev.4 noted, however, that the Canadian Wheat Board 
had ceased to exist as an STE and had been replaced by a “fully independent commercial entity” in mid-
2015. The notification related to China’s STEs indicated that their export prices were “usually constructed 
based on such costs as domestic procurement prices plus circulation costs (including warehousing, 
transportation, bank interests, and inspection fees), with prices of the international markets taken account 
of as a reference.” This may raise some questions as to the commercial orientation of those STEs.28 India, 
China, and several other countries did not provide certain information—for example, the value, volume, 
prices, and destinations of exports—requested in the template prepared by the WTO Secretariat.29  

Hopefully, as members seek to implement the instructions provided by ministers in Nairobi, there 
will be more information available about existing STEs, including those with a large global presence. 
Nevertheless, as will be argued below, the data provided may have to be expanded and made more 
precise.   

                                                      
25 The values correspond to 2014 or 2015, or the average of both countries, depending on the years notified.  
26 Brazil, Morocco, and Vietnam were dropped from the list. While the STE previously notified by Brazil seemed to operate 

internally without export activities and operations—and, therefore, its elimination from the list appears justified— it is less clear 
why the STEs previously notified by Morocco and Vietnam are now excluded.   

27 This category includes a variety of products, including hard liquors, cocoa, ground nuts, and olives. 
28 The ruling of the WTO Appellate Body in the case brought by the United States against the Canadian Wheat Board found 

that the primary discipline of the WTO regarding state trading enterprises was nondiscriminatory. Operating under “commercial 
considerations” was not an independent obligation, but the potentially noncommercial nature of some operations could be used as 
a test of discrimination (see Hoekman and Trachtman 2007). 

29 China’s notification indicated that such information was “subject to commercial confidentiality.” 
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Food Aid 
Clay (2014) discusses how food aid commitments have been falling steadily due to the ‘pro-cyclical’ 
nature of contributions (“least available when most needed”) and because of an increasing focus among 
donors on moving away from in-kind food aid and towards other forms of cash-based food assistance. In 
part, this last trend reflects an emerging consensus around the importance of “un-tying” aid and 
improving its effectiveness. Drawing on data from the World Food Program, Clay found that food aid has 
tended to decline steadily since the turn of the millennium, with total amounts falling from a peak of 14.6 
million tons in 1999 to just 4.8 million tons in 2011. At the same time, changing global market conditions 
and policy reforms may have played a role in reducing the total volumes of in-kind aid provided by 
donors. A movement away from coupled support payments in some jurisdictions, and a series of food 
price spikes from 2008 to 2011, reduced the extent to which donor governments were able to use food aid 
to dispose of surplus production. These trends have coincided with an increase in the need for food 
assistance in humanitarian emergencies, in which cash-based aid has become the main focus of donor 
efforts (FAO 2014). 

According to the WTO Secretariat questionnaire, as reported in G/AG/W/125/Rev.4 (May 2016), 
13 WTO members reported providing some food aid, while 22 indicated that they did not. While there are 
still gaps in the data collected, it seems that the food-aid operations reported are moving in the direction 
of trying both to minimize the risks of trade and domestic production displacement and to ensure that 
disciplines are not an obstacle to proper and timely action in emergency situations.  
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5.  THE NAIROBI PACKAGE 

The negotiations leading up to the tenth WTO Ministerial Conference in Nairobi, Kenya, included 
proposals on export competition from a group of countries, including: the EU, Brazil, and other 
agricultural exporters; the Philippines; the United States; Australia and Chile; and Tunisia.30 The 
negotiators worked from the 2008 draft text. The result was the Ministerial Decision of December 19, 
2015, on Export Competition (WT/MIN(15)/45 – WT/L/980), which covers export subsidies and credits, 
guarantees and insurance, exporting STEs, and food aid. 

Export Subsidies   
While the Nairobi Package commits developed countries to immediately end all export subsidies (as of 
January 1, 2016), two footnotes provide some exceptions. One relates to EU sugar exports, which are 
covered in dispute settlement agreements that extend the deadline for the end of export subsidies to 
September 2017. The other extends the end of budgetary payments for export subsidies for dairy 
products, swine meat, and processed products until the end of 2020—if countries comply with several 
conditions (see Table 4.2). 

Developing countries are required to phase out their use of export subsidies by the end of 2018. 
However, footnote 5 allows a developing country to maintain export subsidies until 2022 for products or 
product groups for which it has notified export subsidies. These notifications must have been included in 
one of its three latest export subsidy notifications examined by the Committee on Agriculture by the date 
of adoption of the Nairobi decision.31 

Developing countries also have extra time—until 2023—to phase out certain export subsidies 
covering transport and marketing costs (AoA Art. 9.4). Notifications to the WTO indicate that India, 
Mexico, Morocco, Pakistan, and South Korea32 used this provision in the last decade, though delays in 
notifying support mean that it is difficult to obtain a clear picture of current practices in this area. 

Cotton has a separate clause in the Nairobi decision (also appearing in the Cotton – Ministerial 
Decision of 19 December 2015 – WT/MIN(15)/46 – WT/L/981). The clause requires export subsidies to 
be ended immediately by developed countries, and by the end of 2017 by developing countries (see Table 
5.1; Townsend 2016). 
  

                                                      
30 For more details, see Bridges Weekly 19(42), “Towards new rules for agricultural markets?” December 10, 2015. 

http://www.ictsd.org/bridges-news/bridges/news/towards-new-rules-for-agricultural-markets.  
31 Countries that might be concerned by this provision include (1) Israel (cut flowers, fruit, and vegetables, as described in 

G/AG/N/ISR/53); (2) Turkey (fruits, vegetables, olive oil, pastes and preserves, fruit juices, preserved fish, poultry meat, eggs, 
chocolate and other preparations, macaroni and vermicelli, and other products, as  described in G/AG/N/TUR/13); (3) Venezuela 
(numerous products specified in G/AG/N/VEN/21); and (4) Mexico (wheat and maize, as described in G/AG/N/MEX/25). In 
some cases, the notifications are very old and may relate to programs and policies that have since been discontinued. 

32 Countries that have used this type of support include (1) India (sugar, raw cotton, pepper, tea, fresh and processed fruit 
and vegetables, plants and flowers, and animal products); (2) Mexico (wheat, beans, maize, sorghum, and sugar); (3) Morocco 
(flowers, fruit and vegetables, and olive oil);(4) Pakistan (wheat); and (5) South Korea (fruit, flowers, kimchi, vegetables, 
livestock, and ginseng). Pakistan’s program has not yet been notified but was described in the WTO Committee on Agriculture as 
having been terminated. In a number of cases, the support programs and policies concerned may have been discontinued since the 
original notification to the WTO was made. 

http://www.ictsd.org/bridges-news/bridges/news/towards-new-rules-for-agricultural-markets
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Table 5.1 Summary of disciplines on export subsidies 

Countries 
Products covered/ 
Types of subsidies Due date  Criteria 

Developed (general) All; there is specific 
mention of cotton 

End 2015 See exceptions 

European Union (footnote 
3) 

Sugar September 
2017 

Covered by dispute settlement 
(DS265, 266, 283) 

Developed (footnote 4) Processed products, dairy 
products, and swine meat 

Budgetary use 
ends 2020 

(1) “not exported to LDCs”; (2) 
“reported use of export subsidies in 
one of three latest WTO notifications”; 
(3) standstill commitment on 
quantities (relative to 2003–2005 
base period); and (4) no export 
subsidies for new markets or new 
products. 

Developing (general) All; cotton has a shorter 
deadline 

End 2018; for 
cotton end 2017 

 

Developing (footnote 5) Products in one of three 
latest notifications before 
Nairobi decision 

End 2022  

Developing (general) Transport and marketing 
costs (Art. 9.4) 

End 2023  

LDCs and NFIDCs Transport and marketing 
costs (Art. 9.4) 

End 2030  

Source:  Authors, based on the Ministerial Decision of December 19, 2015 on Export Competition (WT/MIN(15)/45 – 
WT/L/980). 

These agreed-upon disciplines on export subsidies eliminate the possibility of the full scenario 
considered in Laborde and Díaz-Bonilla (2015) if, as is likely, agricultural and food prices decline in the 
next few years. In addition, with market price-support schemes becoming more important in a few large 
developing countries—and with South-South trade expanding—these new disciplines could play an 
important role in the medium- to long-term in protecting poor farmers from the disposal of unwanted 
surplus farm products originating in other parts of the developing world. 

Yet, these new disciplines do not immediately eliminate export subsidies for some products under 
certain conditions; developed countries have until 2020 to remove subsidies for these products, while 
developing countries have until 2022. Therefore, it will be important to monitor market developments for 
those products and for governments to report regularly on their use of these instruments. This is 
particularly important given the likelihood of a potential global economic downturn and weak market 
conditions in the near future, and the deadline when those practices are completely banned.  

Developing countries may also wish to reconsider their transport and marketing costs (Article 9.4 
of the AoA) from a policy perspective. Rather than subsidizing logistical and transportation costs, it may 
be more cost-effective to invest in necessary infrastructure upgrades, which could also benefit products 
and services in different economic sectors. Seen in this light, the rationale for LDCs and NFIDCs to 
continue using transport and marketing subsidies until 2030 to export food they need domestically does 
not seem compelling.  
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Export Credits and Export Financing 
Under the Nairobi Package, the United States also agreed to new disciplines on export credits, export 
credit guarantees, and insurance programs, which effectively lock in Washington, DC's current practice of 
providing an 18-month maximum repayment term for export financing.33 As noted before, cereals and 
oilseeds are among the products that have most benefited from this type of program to date. For 
developed countries, these obligations start the last day of 2017; developing countries that use these 
practices have until 2020 to adjust to a maximum repayment term of 18 months. However, before 
converging to that limit, those repayment terms should not exceed 36 months.  

In addition, the Ministerial Decision indicates that all credit insurance and guarantee programs 
must be self-financed. A separate issue is the level of interest rates applied in export credit programs.  

Since the completion of the Uruguay Round, the possibility of subsidizing interest rates has been 
covered in the Agreement on Subsidies and Countervailing Measures, under paragraph k of Annex I, 
which lists the practice as a prohibited export subsidy.34 The second part of the same paragraph (k) 
includes an exception for cases in which a WTO member is “a party to an international undertaking on 
official export credits” or which in practice “applies the interest rates provisions of the relevant 
undertaking” (see the Agreement on Subsidies and Countervailing Duties in WTO, 1999) However, 
footnote 6 of the Nairobi Ministerial Decision on Export Competition indicates that the exception in 
paragraph (k) will not apply in the case of agricultural products. Therefore, interest rates in export credits 
below the costs of funding or the levels that would apply if borrowed in international markets (see 
language of paragraph (k) in the previous footnote) would be a prohibited export subsidy.35  

The repayment periods allowed are about three times longer than the ones envisaged in the 2008 
draft text. However, this may be a reasonable compromise between making export financing support more 
commercially oriented and allowing financing for developing countries that helps lift borrowing 
constraints. It must be noted, however, that G/AG/W/125/Rev.3 and G/AG/W/125/Rev.4 do not always 
carry adequate information regarding the export markets covered by these programs, However, a cursory 
review of the cases that do have such information suggests that the countries receiving a large share of 
export credits and guarantees are developed or upper-income developing countries that do not seem 
particularly credit-constrained.  

In any case, footnote 10 envisages some flexibility for LDCs, NFIDCs, and some other countries 
that can receive financing for up to 54 months. This could also be extended when those countries “face 
exceptional circumstances.”36   

In the future, it will be important to ensure that notifications provide more information regarding 
compliance with these disciplines, particularly the issue of self-financing, and that they include a more 
informative breakdown to jointly identify the products and markets covered by those programs.  
  

                                                      
33 The 2014 Farm Bill allows for longer periods, but the United States accepted an 18-month repayment period in its 

framework agreement on cotton with Brazil (see Memorandum of Understanding.: 
https://ustr.gov/sites/default/files/20141001201606893.pdf). 

34 The text reads “(k) The grant by governments (or special institutions controlled by and/or acting under the authority of 
governments) of export credits at rates below those which they actually have to pay for the funds so employed (or would have to 
pay if they borrowed on international capital markets in order to obtain funds of the same maturity and other credit terms and 
denominated in the same currency as the export credit), or the payment by them of all or part of the costs incurred by exporters or 
financial institutions in obtaining credits, in so far as they are used to secure a material advantage in the field of export credit 
terms.” 

35 Footnote 7 in the Nairobi Ministerial decision indicates that “export credits defined in this paragraph do not include 
working capital financing to the suppliers.” The implications of such an exception are not clear, in particular given the cryptic 
reference to “suppliers.” 

36 The countries identified include Belize, Bolivia, Ecuador, Fiji, Guatemala, Guyana, Nicaragua, Papua New Guinea, and 
Suriname. A further note 11 gives Cuba the possibility of acceding to even longer periods of financing. 
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Exporting State Trading Enterprises 
The Nairobi outcome includes some generic language on agricultural exporting STEs, requiring WTO 
members not to use them to circumvent disciplines on export subsidies or other commitments in the 
Nairobi Decision.  

Regarding the possibility of governments granting monopoly powers, the Nairobi Decision 
simply commits governments to “make their best efforts to ensure that the use of export monopoly 
powers by agricultural exporting state trading enterprises is exercised in a manner that minimizes trade 
distorting effects and does not result in displacing or impeding the exports of another Member” 
(paragraph 21). 

This language is less specific and seemingly weaker than the 2008 draft text, which, as noted, 
mandated the end of monopoly power in the fifth year of implementation. Nonetheless, the 2008 draft 
also granted exceptions that weakened countries’ obligation. For instance, STEs in developed countries 
would have been able to maintain monopoly powers in cases in which the exported product represented 
less than 0.25 percent of total world trade in agricultural products in a predetermined base period. While 
this percentage may seem small, it translates to a value of about US $1.5 billion (between 8 percent and 
12 percent of world trade in products such as wheat, maize, or soybeans), because it is calculated on total 
global agricultural trade.  

STEs in developing countries would also have benefited from exceptions that could have affected 
global trade, to the potential detriment of producers and exporters in other developing countries. As noted, 
the 2008 draft text allowed developing countries to maintain STEs with monopoly powers “to preserve 
domestic consumer price stability and to ensure food security.” If those were not the objectives, STEs still 
could maintain monopoly power if their share of global exports of the agricultural product(s) involved 
was less than 5 percent for three consecutive years. Note that while in the case of developed countries the 
small percentage (0.25 percent) was calculated based on total world agricultural trade, for developing 
countries the larger percentage (5 percent) is calculated based only on the global trade of the product(s) 
involved. Yet, as Díaz-Bonilla and Harris (2014) argue, the percentage allowed for a specific product is 
still significant, and it is unclear how exporting that product “ensures food security” in a specific country. 
Rather, it seems to detract from domestic food security to the extent that food that could have been given 
to food-insecure domestic consumers is reoriented toward world markets.  

On a related and important topic, the Nairobi Decision does not require that governments refrain 
from providing exporting STEs with financing or capital at below-market rates or from underwriting their 
losses—policies that would have been subject to disciplines under the 2008 draft text.  

The Nairobi Decision does not include commitments to greater transparency for STEs; this is an 
area in which future disciplines could be improved. Information requirements may have to be 
strengthened to confirm that STEs do not have losses or expenses covered by the government; that is, that 
STEs are self-financed. Another issue that needs to be addressed is how to best ensure that “commercial 
confidentiality” arguments are not unfairly used to shield STEs from providing adequate information that 
may help determine whether their operations comply with WTO commitments. In fact, as discussed in 
Díaz-Bonilla and Harris (2014), there appear to be different standards of the notion of “commercial” that 
may need to be reconciled. For example, a country may engage in certain practices that are not on 
“commercial terms” and remain in agreement with Article XVII, as interpreted in the case against the 
Canadian Wheat Board, while still claiming “commercial confidentiality” to avoid providing adequate 
information for surveillance. The quid pro quo of having the legal right to operate an STE, which may 
pursue a variety of legitimate public-interest objectives, should be full transparency. Otherwise, it is 
impossible to determine whether an STE may be violating other WTO commitments.37  

                                                      
37 Díaz-Bonilla and Harris (2014) consider the alternative that if countries do not comply with those notifications, then the 

lack of that information may be taken as a presumption of violations of other WTO commitments and that the countries affected 
by the operation of the STEs may invoke trade sanctions. 
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Finally, although the Nairobi Decision refers only to exporting STEs, it might be important in the 
future for WTO members to examine the implications of importing STEs for global markets for food and 
agriculture.38 

International Food Aid 
The Ministerial Decision on Export Competition also sets out new principles for international food aid. 
The deal builds on previous WTO efforts to ensure that aid is available in humanitarian emergencies, but 
that it does not effectively serve as a disguised export subsidy. 

According to the Ministerial Decision, food aid must be needs-driven, provided in full grant form, 
and not “tied” to commercial exports of other goods and services. It also cannot be linked to market 
development or be re-exported. 

A draft text circulated during the course of the Ministerial Decision raised concerns among 
humanitarian agencies and stakeholders, who criticized the nonbinding and “aspirational” language in 
which the new commitments were framed.39 However, changes made to the text in the final stage of 
negotiations may have alleviated some of these concerns. 

The agreement states that governments must not provide in-kind international food aid when such 
aid would adversely affect local or regional production. It also states that food aid can be “monetized”—
sold to raise cash for development projects—“only where there is a demonstrable need” for the transport 
and delivery of food assistance, or to address factors giving rise to hunger and malnutrition in least-
developed and net food-importing developing countries40. The text also requires that a market analysis be 
completed before any food is sold in this way. 

Future notifications can be strengthened by clearly identifying the products given as in-kind food 
aid in combination with information about the countries (or international organizations, such as the World 
Food Program) receiving the aid.  

One important food-aid issue that was not addressed in the agreement relates to the imposition of 
export restrictions. In 2011, the leaders of the G-20 group of major economies agreed not to impose these 
measures on humanitarian food aid being procured by the World Food Program. However, subsequent 
efforts to adopt this agreement by the entire WTO membership were unsuccessful. This was partly due to 
opposition from some large G-20 members who were uncomfortable with the same decision being 
adopted by the WTO. The WTO could usefully revisit the G-20’s 2011 declaration and explore options 
for adopting this or similar language in their post-Nairobi work.41 

Future Work on Export Competition 
The potential future work on export competition is framed by paragraphs 4 and 5 of the Ministerial 
Decision on Export Competition. Paragraph 4 asks the Committee on Agriculture to monitor the 
implementation of the Nairobi Decision using the existing notification requirements under the AoA, 
complemented by the provisions of the Annex to that Decision, which details the types of information to 
be provided. Footnote 17 of the Decision gives developing countries five years to submit the information 
required in the Annex “unless they are in a position to do so at an earlier date.” In turn, paragraph 5 
indicates that the Committee on Agriculture “will review every three years the disciplines contained in 
this Decision, with the aim of enhancing disciplines to ensure that no circumvention threatens export 
subsidy elimination commitments and to prevent non-commercial transactions from being used to 
circumvent such commitments.” 

                                                      
38 McCorriston and MacLaren (2006) found that, in the case of rice in Korea, the operations of the STE represented an ad 

valorem tariff equivalent to 178 percent and a producer subsidy of 25 percent. 
39 See, for example, comment by Edward Clay. https://disqus.com/by/disqus_GLYNVF3ASY/ 
40 Nine other countries are also specified as having access to this provision: Belize, Bolivia, Ecuador, Fiji, Guatemala, Guy-

ana, Nicaragua, Papua New Guinea, and Suriname. 
41 See also Anania (2014). 
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Taking into account this framework, we include some further suggestions to consider. The 
information requirements of the Annex to the Ministerial Decision on Export Competition should be 
strengthened in both coverage and substance. Regarding coverage, all WTO members could be required 
to provide information (or to indicate that they are not utilizing any of the instruments covered by the 
Decision). Regarding substance, data on export credits and guarantees and on food aid could include the 
combination of products and markets covered. In its summary report, the WTO Secretariat could also 
consider including detailed tables on those topics. In the case of export subsidies, the WTO Secretariat 
could replace or complement the current charts by numerical tables showing values and quantities.  

The Annex does not seem to require information on the interest rates charged on export credits. 
Governments could provide this information under either the AoA or the ASCM so that it can be included 
as part of the summary report prepared by the WTO Secretariat.  

Another topic that arguably requires further consideration is the operation of STEs. The 
information required in the Annex to the Ministerial Decision on Export Competition covers a broad 
description of the operations and legal powers of STEs, but it does not require details about other relevant 
factors, particularly the financial flows between STEs and the government. 42 The Annex’s language also 
weakens the information required about the products and markets covered by STEs by including the 
caveat that furnishing that information is subject to “normal commercial confidentiality considerations.” 
If a WTO member chooses not to provide information on products and markets on the basis of 
commercial considerations, then the STE should be considered under the original meaning of Article 
XVII of the GATT— that these entities should operate in a commercial manner—and not under the 
attenuated interpretation of the case against the Canadian Wheat Board discussed earlier.  

In general, the Nairobi Ministerial Decision lacks the precision and specificity of the 2008 draft 
text on topics such as monopoly powers and government financial support at below-market rates, 
including the full underwriting of losses. If WTO members decide to pursue this topic, the disciplines 
envisaged in the 2008 draft text may need additional strengthening, including the consideration of 
importing STEs (see Díaz-Bonilla and Harris, 2014). Those matters related to exporting and importing 
STEs also need to be analyzed in the context of competition issues in international markets posed by the 
presence of large and dominant private international firms. As noted earlier, merely disciplining STEs 
without considering the behavior of other private-sector actors in world markets may not necessarily 
improve global welfare. 

Among other outstanding issues, governments could usefully explore tighter disciplines on export 
restrictions, which are crucial to maintaining the confidence of net agricultural and food-importing 
countries in the global trading system (Anania, 2014). 
  

                                                      
42 The information required in the Annex reads: (1) “Reason or purpose for establishing and/or maintaining state trading 

enterprise.” (2) “Summary of legal basis for granting the relevant exclusive or special rights or privileges, including legal 
provisions and summary of statutory or constitutional powers.” (3) “Summary statement providing overview of operations of the 
state trading enterprise.” (4) “Specification of exclusive or special rights or privileges enjoyed by the state trading enterprise.” 
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6.  CONCLUSIONS 

Arguably, the Nairobi Ministerial allowed governments to take a meaningful ‘bite” out of the much larger 
global trade agenda on food and agriculture, even though many issues remain unresolved. 

In particular, negotiators managed to obtain concrete concessions that could contribute to more 
equitable and sustainable global markets for food and farm goods, including long-standing farm trade 
issues such as export subsidies, food aid, and cotton trade.  

It should also be noted that if global economic growth remains weak or declines even further in 
the next couple of years, agricultural and food prices could continue to trend downward. In the absence of 
a Nairobi deal, policymakers in some countries may be tempted to reintroduce export subsidies in such a 
scenario, despite the movement away from market price support in many jurisdictions.  

Worst-case scenarios such as those analyzed in Laborde and Díaz-Bonilla (2015) have largely 
been averted by the Nairobi agreements. However, the long transition period lasting until 2020 or 2022 
for some products implies that localized problems of unfair competition through export subsidies may 
occur. How governments now implement the commitments made will be key to determining their actual 
impact around the world. 

The Ministerial Declaration acknowledges the “strong commitment” of all members to advance 
negotiations on the remaining Doha issues,43 while also recognizing continuing disagreement over 
whether to reaffirm the Doha mandates or to discuss other issues for negotiation. Indeed, notwithstanding 
the advances made in Nairobi, WTO members have a large and growing agenda of unresolved issues that 
need to be tackled, including key issues such as domestic support and market access.44 

Trade negotiators seeking to advance future agricultural talks will need to be cognizant of the 
fast-changing landscape of global markets for food and agricultural products, including the evolution of 
regulatory frameworks. The conclusion of numerous bilateral and regional preferential trade agreements 
is also likely to have a significant impact on the dynamics of future talks on trade at the multilateral level, 
including in the area of agricultural export competition. 

Arguably, WTO members have shown that they are capable of striking more focused deals on key 
topics on the global trade agenda; indeed, this is de facto considering how WTO members have 
successfully proceeded since the stalemate on Doha in 2008. 

From that perspective, the Nairobi outcome on agricultural export competition is cause for 
cautious optimism about the future of the multilateral trading system. At the same time, governments seek 
to identify how best to address both new challenges and remaining long-standing policy issues affecting 
markets for food and agriculture. 

  

                                                      
43 Including, in paragraph 31, all three pillars of agriculture (domestic support, market access, and export competition). 
44 See, for example, Tangermann (2016) and Meléndez-Ortiz, Bellmann, and Hepburn (2014). 



 

19 

REFERENCES 

Anania, G. 2014. “Export Restrictions and Food Security.” In Tackling Agriculture in the Post-Bali Context, edited 
by R. Meléndez-Ortiz, C. Bellmann, and J. Hepburn, 183–194. Geneva: International Centre for Trade and 
Sustainable Development. 

Clay, E. 2014. “Trade Policy Options for Enhancing Food Aid Effectiveness: Revisiting the Draft Doha Deal.” In 
Tackling Agriculture in the Post-Bali Context, edited by R. Meléndez-Ortiz, C. Bellmann, and J. Hepburn, 
123–138. Geneva: International Centre for Trade and Sustainable Development.  

Diaz-Bonilla, E., and J. Harris. 2014. “Export Subsidies and Export Credits.” In Tackling Agriculture in the Post-
Bali Context, edited by R. Meléndez-Ortiz, C. Bellmann, and J. Hepburn, 115–122. Geneva: International 
Centre for Trade and Sustainable Development. 

 Díaz-Bonilla, E., and J. Hepburn. 2016. “Export Competition Issues After Nairobi.” In Evaluating Nairobi: What 
Does the Outcome Mean for Trade in Food and Farm Goods?, edited by J. Hepburn and C. Bellmann,  
19–36. ICTSD Programme on Agricultural Trade and Sustainable Development. Geneva: International 
Centre for Trade and Sustainable Development. 

Díaz-Bonilla, E., and L. Reca. 2000. “Trade and Agroindustrialization in Developing Countries: Trends and Policy 
Impacts.” Agricultural Economics 23(3): 219–229. 

FAO (Food and Agricultural Organization). 2000. Multilateral Trade Negotiations on Agriculture. A Resource 
Manual. Rome. 

———. 2002. “FAO Papers on Selected Issues Relating to the WTO Negotiations on Agriculture.” Rome. 

———. 2014. “Role of the Consultative Sub-Committee on Surplus Disposal (CSSD) in the Context of WTO 
Commitments and the Way Forward.” Rome. 

Hoekman, B., and J. Trachtman. 2007. “Canada-Wheat: Discrimination, Non-Commercial Considerations, and State 
Trading Enterprises.” Policy Research Working Paper 4337. Washington DC: World Bank Development 
Research Group. 

Ingco, M., and F. Ng. 1998. Distortionary Effects of State Trading in Agriculture: Issues for the Next Round of 
Multilateral Trade Negotiations. Development Research Group Policy Research Working Paper 1915. 
Washington DC: World Bank. 

Laborde, D., and E. Díaz-Bonilla, E. 2015. Catastrophic Flood or Inoffensive Drizzle: Assessing the Impact of 
Countries Using the Existing Water in Export Subsidies. IFPRI Working Paper. Washington DC: 
International Food Policy Research Institute. 

Lipsey, R. G., and K. Lancaster. 1956–57. “The General Theory of Second Best.” The Review of Economic Studies 
24 (1):11–32. 

McCorriston, S. and D. MacLaren. 2006. “The Economic Effects of State Trading Enterprises: Market Access and 
Market Failure.” A contributed paper prepared for presentation at the Twenty-Sixth Conference of the 
International Association of Agricultural Economists. Gold Coast, Queensland, Australia, August 12–18, 
2006. 

Meléndez-Ortiz, R., C. Bellmann, and J. Hepburn, eds. 2014. Tackling Agriculture in the Post-Bali Context. Geneva: 
International Centre for Trade and Sustainable Development. 

Tangermann, S. 2016. “Agriculture and Food Security: New Challenges and Options for International Policy.” E15 
Expert Group on Agriculture, Trade and Food Security Challenges — Policy Options Paper. E15Initiative. 
Geneva: International Centre for Trade and Sustainable Development and World Economic Forum. 

Timmer, C. P., W. P. Falcon, and S. R. Pearson. 1983. Food Policy Analysis. Baltimore: Johns Hopkins University 
Press. 

Townsend, T. 2016. “Evaluating the WTO Nairobi Outcome on Cotton.” In Evaluating Nairobi: What Does the 
Outcome Mean for Trade in Food and Farm Goods?, edited by J. Hepburn and C. Bellmann. ICTSD 



 

20 

Programme on Agricultural Trade and Sustainable Development. Geneva: International Centre for Trade 
and Sustainable Development. 

WTO (World Trade Organization). 1999. The Results of the Uruguay Round of Multilateral Trade Negotiations.  
Legal texts. Geneva. 

———. 2005. Doha Work Programme; Hong Kong; Ministerial Declaration; 18 December 2005; 
WT/MIN(05)/DEC. https://www.wto.org/english/thewto_e/minist_e/min05_e/final_text_e.htm 

———.2008. Committee on Agriculture Special Session; Revised Draft Modalities for Agriculture, 6 December 
2008, TN/AG/W/4/Rev.4. https://www.wto.org/english/tratop_e/agric_e/agchairtxt_dec08_a_e.pdf. 

———.2013. Ministerial Conference; Ninth Session; Bali; 3–6 December 2013; Export Competition - Ministerial 
Declaration, 7 December 2013, WT/MIN(13)/40, WT/L/915. 
https://www.wto.org/english/thewto_e/minist_e/mc9_e/desci40_e.htm. 

———. 2014. Committee on Agriculture; Export Subsidies, Export Credits, Export Credit Guarantees or Insurance 
Programmes, International Food Aid And Agricultural Exporting State Trading Enterprises; 16 September 
2014; G/AG/W/125/Rev.1 and Annexes, and subsequent updates, including G/AG/W/125/Rev.4. 

———. 2015. Ministerial Conference; Tenth Session; Nairobi; Export Competition - Ministerial Decision; 19 
December 2015; WT/MIN(15)/45 — WT/L/980. 
https://www.wto.org/english/thewto_e/minist_e/mc10_e/l980_e.htm.

https://www.wto.org/english/thewto_e/minist_e/min05_e/final_text_e.htm
https://www.wto.org/english/tratop_e/agric_e/agchairtxt_dec08_a_e.pdf
https://www.wto.org/english/thewto_e/minist_e/mc9_e/desci40_e.htm
https://www.wto.org/english/thewto_e/minist_e/mc10_e/l980_e.htm


 

 

RECENT IFPRI DISCUSSION PAPERS 

For earlier discussion papers, please go to www.ifpri.org/publications/discussion_papers. 
All discussion papers can be downloaded free of charge. 

1556. Adoption of food safety measures among Nepalese milk producers: Do smallholders benefit? Anjani Kumar, Ganesh 
Thapa, P. K. Joshi, and Devesh Roy, 2016. 

1555. Making pulses affordable again: Policy options from the farm to retail in India. P. K. Joshi, Avinash Kishore, and Devesh 
Roy, 2016. 

1554. Implications of slowing growth in emerging market economies for hunger and poverty in rural areas of developing 
countries. David Laborde and Will Martin, 2016. 

1553. Impacts of CAADP on Africa’s agricultural-led development. Samuel Benin, 2016 

1552. Do beliefs about agricultural inputs counterfeiting: Correspond with actual rates of counterfeiting? Maha Ashour, Lucy 
Billings, Daniel Gilligan, Jessica B. Hoel, and Naureen Karachiwalla, 2016. 

1551. Agricultural inputs policy under macroeconomic uncertainty: Applying the Kaleidoscope Model to  
Ghana’s Fertilizer Subsidy Programme (2008–2015). Danielle Resnick and David Mather, 2016. 

1550. Gender dimensions on farmers’ preferences for direct-seeded rice with drum seeder in India. Md. Tajuddin Khan, 
Avinash Kishore, and P. K. Joshi, 2016. 

1549. A farm-level perspective of the policy challenges for export diversification in Malawi: Example of the oilseeds and maize 
sectors. Michael E. Johnson, Brent Edelman, and Cynthia Kazembe, 2016. 

1548. The distribution of power and household behavior: Evidence from Niger. Fleur Wouterse, 2016. 

1547. Market integration and price transmission in Tajikistan’s wheat markets: Rising like rockets but falling like feathers? 
Jarilkasin Ilyasov, Linde Götz, Kamiljon Akramov, Paul Dorosh, and Thomas Glauben, 2016. 

1546. The economic value of seasonal forecasts: Stochastic economywide analysis for East Africa. Joao Rodrigues, James 
Thurlow, Willem Landman, Claudia Ringler, Ricky Robertson, and Tingju Zhu, 2016. 

1545.  Perceived land tenure security and rural transformation: Empirical evidence from Ghana. Hosaena Ghebru, Huma 
Khan, and Isabel Lambrecht, 2016. 

1544. Global and regional pulse economies: Current trends and outlook. P. K. Joshi and P. Parthasarathy Rao, 2016. 

1543. United States agricultural policy: Its evolution and impact. Joseph W. Glauber and Anne Effland, 2016. 

1542. Roads to innovation: firm-level evidence from China. Xu Wang, Xiaobo Zhang, Zhuan Xie, and Yiping Huang, 2016. 

1541. A systematic review of cross-country data initiatives on agricultural public expenditures in developing countries. Richard 
Anson and Tewodaj Mogues, 2016. 

1540. Does female labor scarcity encourage innovation?: Evidence from China’s gender imbalance. Zhibo Tan and Xiaobo 
Zhang, 2016. 

1539. Linking smallholder farmers to commercial markets: Evidence from nongovernmental organization training in 
Nicaragua. Ayako Ebata and Manuel A. Hernandez, 2016. 

1538. Can labor market imperfections explain changes in the inverse farm size–productivity relationship?: Longitudinal 
evidence from rural India. Klaus Deininger, Songqing Jin, Yanyan Liu, and Sudhir K. Singh, 2016. 

1537. Labor adaptation to climate variability in eastern Africa. Xiaoya Dou, Clark Gray, Valerie Mueller, and Glenn Sheriff, 
2016. 

1536. A dynamic spatial model of agricultural price transmission: Evidence from the Niger millet market. Anatole Goundan and 
Mahamadou Roufahi Tankari, 2016. 

1535. Qualitative methods for gender research in agricultural development. Deborah Rubin, 2016. 

1534. Anchoring bias in recall data: Evidence from Central America. Susan Godlonton, Manuel A. Hernandez, and Mike 
Murphy, 2016. 

http://www.ifpri.org/publications?sort_by=ds_year&f%5B0%5D=sm_content_subtype_to_terms%3A88


 

 

INTERNATIONAL FOOD POLICY  
RESEARCH INSTITUTE 

www.ifpri.org  

IFPRI HEADQUARTERS 
2033 K Street, NW 
Washington, DC 20006-1002 USA  
Tel.: +1-202-862-5600 
Fax: +1-202-467-4439 
Email: ifpri@cgiar.org 
 

mailto:ifpri@cgiar.org

	Abstract
	Acknowledgments
	1.  Introduction
	2.  How Has Export Competition Been Treated at the  World Trade Organiatio to Date?
	General Agreement on Trades and Tariffs
	Uruguay Round
	2008 “Revised Draft Modalities for Agriculture”
	The Bali Ministerial

	3. What Are the Economic Implications of the Different Components of Export Competition?
	Export Subsidies
	Export Credits and Export Financing
	International Food Aid
	Exporting State Trading Enterprises


	4.  How Have Countries Been Using These Policy  Instrument Recently?
	Export Subsidies
	Export Credits and Guarantees
	State Trading Enterprises

	Food Aid

	5.  The Nairobi Package
	Export Subsidies
	Export Credits and Export Financing
	Exporting State Trading Enterprises
	International Food Aid
	Future Work on Export Competition

	6.  Conclusions
	REFERENCES
	RECENT IFPRI DISCUSSION PAPERS

