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MULTILATERAL REFORMS MAY DISADVANTAGE ACP 

COUNTRIES  

David VANZETTI1 

ABSTRACT 

In 2008, ACP countries as a group did not stand to gain much from a negotiated outcome on 

agriculture within the WTO Doha Round due, mainly, to preference erosion. Since then, there has 

been little progress in the agricultural negotiations, although the trading environment has changed: 

emerging economies are now assuming greater importance; agricultural prices have risen, 

becoming more volatile; and there are greater concerns surrounding food security and the need 

to improve agricultural productivity. Preference erosion has occurred as a result of policy changes 

outside of the WTO. Export taxes, safeguards from import surges and domestic support for 

agricultural productivity and public stockholding are issues that are receiving greater attention.  

More recently, new proposals have been informally presented to break the deadlock in the 

negotiations. One of them is a simplified tariff cutting formula specifying, on average, a 54 per cent 

cut, with a 20 per cent minimum for developed countries. The analysis carried out in this article 

shows how the application of that formula would impact the tariffs applied by ACP countries and 

the tariffs they face in their export markets. The results show that many ACP countries will be net 

losers due to preference erosion and higher prices on imports of temperate products. Thus, ACP 

countries would be favoured by a less ambitious outcome. The author also shows that ACP 

countries do not stand to gain from the removal of the remaining export subsidies. 

CAN THE DOHA NEGOTIATIONS BE REVIVED? 

The long-running WTO Doha negotiations remain unresolved. The stumbling block in 2008 was 

mainly caused by the USA’s intransigence over domestic support provided to its own agricultural 

producers, and the G-33 attitude on safeguards against import surges and depressed prices. Since 

2008, further issues have arisen outside of agriculture, and an agreement now seems even more 

distant than it was in 2008. 

Agriculture remains contentious. WTO Members agreed in 2008 to make linear tariff reductions 

within bands, but proposed exemptions for sensitive products, while providing for much needed 

flexibility, threatened to undermine the original purpose. Ironically, the greater the ambition, the 

greater the potential effects of exemptions for sensitive products to undermine it. On the other 

hand, it has repeatedly been shown that WTO Members require some flexibility to protect 

politically sensitive sectors.  

Although developing countries, as a group, would benefit from the proposed reductions in tariffs, 

domestic support and export subsidies; the benefits are not evenly distributed. Indeed, many ACP 

countries are likely to become worse off as the result of loss of preferential access linked to the 

reduction of MFN tariffs. In addition, the rising price of temperate products would raise the costs 

of their imports, worsening their terms of trade from two directions. 

                                                   
1 David Vanzetti is Senior Technical Advisor on Economic Modelling with International Economics Ltd 

and Visiting Fellow at the Crawford School of Public Policy at the Australian National University. 
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In an effort to revive the negotiations, a new informal proposal was submitted by Paraguay in early 

2015.2 For agriculture, this includes going back to the simplified Uruguay Round type formula, as 

opposed to the four-tier approach agreed upon in 2008. The Uruguay Round formula specified an 

average reduction of 36 per cent, and a minimum tariff cut of 15 per cent. Developed and 

developing country groups would have different linear reductions, consistent with special and 

differential treatment. WTO Members would have to choose which products would experience the 

minimum tariff reductions. This approach has the virtue of simplicity and flexibility, but the 

downside is a lack of ambition and transparency. In particular, developing countries do not know 

which markets would attract the minimum cut as opposed to an above average tariff reduction.  

In this paper, the author examines the Uruguay Round formula from the perspective of the ACP 

countries and compares its impact with the 2008 Draft Modalities approach. The author attempts 

to take into account how the world has changed since 2008, by looking at the changes in tariffs 

facing ACP countries, changes in agricultural prices and changes in domestic support. The impacts 

of the tariffs cuts are analysed within a well-known general equilibrium model, GTAP, to assess the 

impacts on welfare and trade flows for ACP countries. In conclusion, a series of recommendations 

are presented for ACP countries in the WTO negotiations. 

Tariffs on ACP imports 

WTO negotiations concern bound tariffs, or statutory maximums. In many developing countries, 

these are well in excess of the tariffs effectively applied. For ACP agricultural imports, bound rates 

are very high, over 70 per cent on average. By contrast, the overall average applied tariff for ACP 

countries as a group was 29 per cent in 1995, when the WTO was created, whilst in 2015 it was 

approximately 13 per cent. This implies that most ACP countries could reduce their bound tariffs 

by 30, or perhaps 50 per cent, without experiencing much impact on applied tariffs. Bound and 

applied tariffs are shown for various agricultural sectors for six ACP regions in Figure 1. The 

regional groups are West, Central, East and Southern Africa, the Pacific and the Caribbean. 

Figure 1 ACP agricultural tariffs by sector, 2011 

                                                   
2 See ICTSD (2015), WTO Farm Talks: Paraguay Tariff Cut Paper Outline Formula, Request-Offer Approach, 

Bridges Weekly, Volume 19, Issue 9, March 12. 
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Source: GTAP database v9.  

Tariffs facing ACP exporters 

Tariffs facing ACP agricultural exports have also fallen in recent years (Table 1). Currently, tariffs 

on agricultural exports to the European Union (EU), the USA, and Japan are rather low, with some 

notable and important exceptions. One exception is sugar, the main agricultural export for ACP 

countries to the EU. The EU has high specific tariffs on sugar imports, up to EUR 419 per tonne, 

although ACP countries, through the Cotonou Agreement and the Economic Partnership 

Agreements, have preferential access under a quota system. A general reduction in tariffs in these 

markets would make ACP countries worse off. 

Table 1 Tariffs facing ACP agricultural exports, percentage 

 
2008 2011 2014 

Bound 55.4 65.2 32.2 

MFN 13.3 13.9 10.1 

Preferential 9.7 8.7 4.0 

   Source: WTO IDB via WITS (2015).  

Here, the analysis focuses on two tariff cutting approaches using the well-known GTAP model. The 

two scenarios are Revision 4 from 2008 (WTO 2008) and the Paraguay formula, recently informally 

proposed by Paraguay. This formula features an average cut for developed countries of 54 per 

cent, with a minimum cut of 20 per cent for each tariff line.3 In addition, up to five per cent of tariffs 

could be specified as sensitive products and attract tariff cuts of only ten per cent. Developed and 

developing country groups would have different linear reductions consistent with special and 

differential treatment. Developing country tariffs would be reduced by 36 per cent, two thirds of 

                                                   
3 Ib. 
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the developed country rate, but the minimum would be 15 per cent. Developing countries could 

declare 12 per cent of their tariff lines as sensitive, for which the required tariff cut would be ten 

per cent. Some developing country groups, such as small and vulnerable economies (SVES) and 

recently accessed members (RAMs) would attract lower reductions of 24 per cent. 

In addition to these modalities, Paraguay also suggests a request and offer approach, under which 

any bilaterally agreed tariff cuts would be made available to all members. 

Although Paraguay’s proposal does not specify how the average cut would be calculated, following 

the example of the Uruguay Round, it can be assumed that it would be an unweighted average 

with no consideration given to the size of the initial tariff, nor the associated trade flows. To obtain 

an average reduction of 54 per cent, a country could reduce 42.5 per cent of its tariffs by 100 per 

cent, and the remainder by 20 per cent. However, the 100 per cent reductions could be applied to 

tariffs of, say, 5-10 per cent, and the minimum 20 per cent might be applied to all the higher tariffs. 

From a trade-weighted perspective, the average cut may be little more than 20 per cent, 

undermining ambitions significantly. Additionally, this would not consider the excluded five per 

cent of sensitive products.  

Furthermore, tariff peaks may remain untouched. Reducing high tariffs was considered desirable 

in 2008, so removing this feature might be considered a backward step today. 

THE RESULTS 

Tariff changes 

First, the average tariff cuts for the ACP countries are shown, and then the trade and welfare 

impacts that result once the tariff cuts are simulated with GTAP. It turns out that both scenarios 

have little impact on ACP tariffs, but there is some difference on the tariffs they face. Given the 

existing trade flows, of most importance are the tariff reductions in the EU, the ACP’s biggest 
market. 

Given the wide gap between bound and applied rates, it is no surprise that the reduction in the 

average applied tariff on ACP agricultural imports hardly moves at all under Revision 4. The 

Paraguay formula then is virtually no different (Table 2).  

Table 2 ACP agricultural applied tariffs under alternative scenarios, percentage 

Region Base Rev. 4 Paraguay 

West Africa 11.7 11.6 11.6 

Central Africa 13.5 13.2 13.3 

East Africa 14.5 14.4 14.4 

Southern Africa 4.1 4.0 4.1 

Caribbean 11.0 10.9 9.8 

Pacific 11.9 11.8 11.1 

 Source: Calculations with TASTE. 

Of greater interest are the final tariffs facing ACP agricultural exporters. In particular, Revision 4 

improves the prospects of Southern Africa and the Caribbean, but there is little improvement in 

market access for the other ACP groups (Table 3). The Paraguay scenario increases the tariff cuts.  
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One reason for the limited reduction in average tariffs facing ACP exporters is the increase in trade 

with other developing countries and the fact that they already enjoy duty free access to their 

largest market, the EU.  

Table 3 Tariffs facing ACP agricultural exporters under alternative scenarios, percentage 

Region Base Rev.4 Paraguay 

West Africa 2.4 2.4 2.4 

Central Africa 5.6 5.5 5.5 

East Africa 4.3 4.0 3.9 

Southern Africa 16.9 10.8 9.6 

Caribbean 14.3 13.4 12.8 

Pacific 1.7 1.6 1.6 

 Source: Calculations with TASTE. 

The problem for ACP countries is that a reduction in MFN rates in developed countries assists 

those competitors of ACP, who at the moment do not have preferential access. Furthermore, a 

reduction in subsidies in developed countries is likely to raise the world prices of temperate 

products that many ACP countries import.  

Welfare impacts 

With the exception of Southern Africa, all ACP regions are estimated to experience a welfare loss, 

if the scenarios are implemented as modelled here (Figure 2). These impacts include the responses 

to reductions in industrial tariffs as well as agriculture, but the model does not take into account 

reductions in barriers to services trade or non-tariff barriers, migration or investment flows. The 

pattern of gains and losses for ACP regions is much the same under each scenario, with the 

exception of the Caribbean where welfare losses are reduced under the Paraguay formula. Global 

welfare gains are similar, USD 45 billion under the Revision 4 scenario and USD 47 billion under 

the Paraguay formula. 

Figure 2 Estimated welfare impacts on ACP regions, USD million 

            Source: GTAP simulation. 
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The welfare effects can also be disaggregated by sector and type of policy. While agriculture and 

non-agriculture market access (NAMA) must be negotiated simultaneously, it is instructive to see 

the contribution of each to welfare gains and losses. It is the rise in the import price of motor 

vehicles that contributes most to the welfare losses, following a reduction in support to this 

important industry in some exporting countries. East Africa is affected by falling export prices for 

crops, and West Africa needs to pay more for dairy and processed food products. 

The removal of export subsidies leads to a welfare loss in all ACP groups, mainly due to the higher 

import prices of sugar and dairy products. Sugar exporters benefit from a marginally higher world 

sugar price. 

Trade impacts  

Changes in trade for ACP groups are modest, representing less than one per cent in most cases, 

with the exception of Southern Africa (Table 4). There is relatively little difference between the two 

scenarios. Global trade increases by around one per cent for agriculture and somewhat less for 

non-agricultural goods. Indeed, the value of exports of agricultural products increases for 

Southern Africa, the Caribbean, and Central Africa, whilst it decreases marginally in West Africa, 

East Africa and the Pacific. 

Table 4. Changes in ACP merchandise exports, percentage 

Region Revision 4 

Agriculture 

Paraguay 

Agriculture 

Revision 4 

NAMA 

Paraguay 

NAMA 

West Africa -0.92 -0.94 -0.24 -0.25 

Central Africa 0.99 1.24 -0.16 -0.22 

East Africa -0.75 -0.40 -0.75 -0.88 

Southern Africa 11.38 13.43 1.36 1.20 

Caribbean 2.63 4.18 -0.18 -0.28 

Pacific -1.78 -2.01 0.69 0.78 
     

World 1.06 1.09 0.72 0.70 

Source: GTAP simulation. 

On the import side, ACP countries undertake little or no tariff reductions so it is not surprising that 

the increase in imports is small, and in fact negative in several cases (Table 5). This reflects the 

increase in world prices of dairy and sugar as support for these products is reduced.  

Table 5. Changes in ACP merchandise imports, percentage 

Region Revision 4 

Agriculture 

Paraguay 

Agriculture 

Revision 4 

NAMA 

Paraguay 

NAMA 

West Africa -0.42 -0.44 -0.19 -0.20 

Central Africa -0.24 -0.38 0.12 0.04 

East Africa -0.62 -0.61 -0.41 -0.42 

Southern Africa 0.46 0.64 2.97 2.98 

Caribbean 0.55 1.47 0.48 0.49 

Pacific -0.69 -0.35 0.20 0.19 
     

World 1.30 1.35 0.76 0.75 

Source: GTAP simulation. 
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IMPLICATIONS FOR THE NEGOTIATIONS 

As the Doha Round negotiations continue, what is in the best interests of ACP countries? The first 

issue is whether they should continue to support the existing framework as outlined in the 

modalities paper, referred to here as Revision 4, or support a more flexible framework. From the 

perspective of agriculture, a less ambitious outcome would appear to be beneficial for most ACP 

countries because of the detrimental impacts of rising prices for imports of temperate products. 

However, Revision 4 has largely been negotiated, and the reasons for opening up the negotiations 

hinge on the notion of an upward trend in agricultural prices. Given the recent fall in oil prices, the 

assumption of rising agricultural prices looks less certain. The need for safeguards and subsidies 

for public stockholding is probably less pressing. 

The removal of export subsidies, part of the Draft Modalities, does not seem to benefit ACP 

countries, but the effects are relatively small given the minor role that such subsidies have played 

in recent years. They could become more important if prices fall, but since many countries have 

moved towards decoupled payments, it seems unlikely that export subsidies will become as 

significant as they once were.  

There has been little discussion here on domestic support. Most ACP countries are not constrained 

by domestic support commitments because they tend not to be able to afford subsidies up to the 

de minimis level, and in fact many of them tax rather than subsidise their agriculture. Furthermore, 

many support payments can be for infrastructure or general services, and thus exempt from 

reduction commitments. With respect to domestic support in developed countries, ACP countries 

are probably favoured by a flexible interpretation of the rules, as is the case at present, which 

allows generous support to be maintained. This is likely to put downward pressure on the price of 

temperate products. 

An important issue for consideration is export restrictions, also exempted from this analysis. At 

the moment there are no disciplines on export restrictions in the WTO, but the restrictions have 

the potential to severely impact the cost to ACP countries of imports of staples, such as wheat and 

rice.  

 

 

ABBREVIATIONS 

ACP African, Caribbean and Pacific  RAM Recently Accessed Member 

GTAP Global Trade Analysis Project  SVE Small and Vulnerable Economy 

IDB Integrated Data Base   USA United States of America 

MFN Most-Favoured Nation   WITS World Integrated Trade Solutions 

NAMA Non-Agricultural Market Access  WTO World Trade Organisation 



HOW CAN WE HELP? 

Support C-level executives and boards to prepare for different challenges 

International Economics can help facilitate internal discussions on strategy by providing technical insights, 

developing dashboards of key performance measurements, and giving advice to executive boards on building 

resilience to possible disruptions related to exogenous trade shocks, such as Brexit or Donald Trump’s 

Presidency. We work closely with our clients to brainstorm and identify challenges and opportunities based on 

our professional experience. 

Map market access 

In order to quantify the potential costs to your business in engaging in trade, including tariffs, standards, and 

customs procedures, among many others, we (i) undertake a mapping of which terms are most at risk of 

changing and by how much, depending on the type of agreements; and (ii) quantify and forecast the potential 

effect on your business using predictive analytics to generate insights into future outcomes. 

Navigate through trade and investment agreements 

With more than 400 trade agreements and 2,400 investment agreements already in place, International 

Economics’ team is able to navigate through them, guiding and identifying which specific agreement will better 

suit the interests of our client. Additionally, we have developed optimization techniques, through the use of 

sophisticated rules and algorithms, to analyse the Free Trade Agreements (FTAs), which are growing in space, 

depth and complexity, in order to offer insights into investment and trade decisions. With increasing 

fragmentation of global production networks and the need for careful evaluation of supply chain risks, the tools 

developed by International Economics offer a solid foundation for the adoption of critical decisions by 

businesses. 

Prepare briefings and strategic papers 

Our clients need to prepare strategic position papers to assess the issues and prepare responses, whether it 

be internal restructuring, supply chain re-engineering or addressing policy risks. We assist our clients with 

short, impactful, and relevant position papers, including setting out the possible impacts of risks at different 

business levels (policy, financial, structural, etc.) and provide the latest thinking on the issues to date, based on 

a holistic economic framework. 

Undertake a full economic and legal review of the trade and investment exposures 

to worldwide events 

We conduct independent and objective reviews of the impact of different worldwide events on your business 

and industry. We use deep learning tools, large multi-country macro models and the latest unstructured data 

to offer insights into the risks, exposure assessments and likelihood of disruptions to supply chain. These 

provide our clients with a competitive advantage as they prepare mitigation strategies and leverage identified 

opportunities. We work with our clients to develop the right strategies and make breakthrough decisions. 

Brexit: Help the private sector position itself during the UK’s trade negotiations    

Brexit will affect our clients’ business strategies, supply chains, funding, tax positions, regulations, growth and 

opportunities. International Economics works with public affairs companies and specialized firms to offer the 

full range of trade-related technical support and advice to help companies position themselves and ensure that 

their interests are addressed in the negotiations. 
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