What matters most for poverty alleviation:

Tariffs,
Export subsidies

or Domestic support?
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Introduction

* Motivation
* The “development” dimension in the Doha Round

e Developing countries willing to trade off concessions in
NAMA against industrial-country trade liberalization in
agriculture

e 3 pillars of agric trade liberalization:
Domestic support, Export subsidies and Tariffs

e What matters most for poverty alleviation in developing
countries?
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Simulation

* Simulate separately the poverty impacts of elimination
by developed countries of domestic support, export
subsidies and tariffs in the agricultural sector

* GTAP Trade and Poverty model with standard closure
* Shocks file

Shock to("CropsF","Rich") = rate% -100 from file to.shk;

I Shock tfd(TRAD_COMM,AGRI_COMM, "Rich") = rate% -100 from file tfd.shk;

! Shock tfm(TRAD_COMM,AGRI_COMM,"Rich") = rate% -100 from file tfm.shk;
Shock tms(AGFD_COMM,REG,"Rich") = rate% -100 from file tms.shk;

Shock txs(AGFD_COMM,"Rich",REG) = rate% -100 from file txs.shk;




Terms of Trade Effects

The biggest TOT effects are due to tariff
liberalization.
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Tariff liberalization has the most

significant impact on household

welfare.
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Change in Poverty Headcount
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Reductions in poverty headcount in Mexico,
60000 Brazil and Thailand; increases in Malawi and
Mozambique.
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Comparison of Tariffs
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Brazil faces much higher tariffs for its
exports to rich countries than Malawi does.
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Percentage change in exports to rich countries
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Huge increase in Brazil’s exports of meat
and dairy products. Increase in Malawi’s

exports is small in value terms.
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ercentage change in earnings by factor

Factors employed in agriculture gain in Brazil
but lose in Malawi.
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Conclusion

o Tariff liberalization matters the most for poverty
reduction.

* However, not all countries will gain:

e Countries that benefit from developed-country trade
preferences (ACP countries, EBA beneficiaries) actually
lose out to other countries.

e Initial tarifts and poverty elasticities matter for poverty
reduction.
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