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Abstract 
 

This paper examines the impact of agricultural protectionism on the world’s Least Developed 
Countries (LDCs) and suggests politically feasible steps towards liberalisation. Preferential trade 
regimes are assessed based on the benefit they provide to LDCs and contribution to poverty 
alleviation through increased trade. The damaging impact of agricultural protectionism globally is 
surveyed, while taking into account the powerful political factors that mean that broad trade 
liberalisation is progressing at an unsatisfactory pace. Accepting the political reality, more limited 
measures to encourage trade liberalisation are investigated with the overriding objective of poverty 
alleviation in mind. Non-Tariff Barriers (NTBs) impacting trade involving LDCs are identified as 
politically plausible areas for reform. Measures the World Bank can take to mitigate the effects of 
NTBs by investing in the agricultural industries of LDCs are also considered. 

Recommendations 
 

1. All nations (including LDCs) should provide full market access to LDCs via elimination of all 
agricultural tariffs and quotas on LDC imports. Similar schemes have been put in place by 
various developed nations such as Australia and the European Union. This will increase the 
ability for LDCs to trade on the global marketplace, mitigate the effects of protectionist 
agricultural trade policies and accelerate the trade based economic growth currently 
contributing to poverty alleviation. 
 

2. The World Bank‘s future lending programs should prioritise viable agricultural projects in 
developing nations, particularly LDCs due to the significant poverty alleviation that 
agricultural development brings about. 
 

3.  Projects should aim to bring the agricultural supply chain in LDCs up to the standard 
required by SPS regulations in potential export markets to maximise export opportunities for 
LDCs.  
 

4. The World Bank should work with the private sector in finding viable export markets for 
agricultural products produced by LDCs. 
 

5. Greater scrutiny should be applied to Sanitary and Phytosanitary (SPS) restrictions and 
Technical Barriers to Trade (TBT) to ensure that restrictions on trade are only imposed 
where the scientific case for doing so is clear.  
 

6. LDCs should follow the lead of regional groups such as the East African Community and 
harmonise SPS regulations to encourage greater regional trade, a major growth opportunity. 
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Introduction 
 

The continued prevalence of poverty is the most pressing issue facing the world today – 
approximately 925 million people were hungry in 2010.1 1.25 billion people live on less than US$1.25 
per day (22 per cent of the developing world’s population) 2. Significant progress has been made in 
reducing poverty levels with the most dramatic success evident in China, where according to the 
World Bank: ‘Using the poverty standard of $1.25 per person per day, the incidence of poverty in 
China declined from 85 per cent in 1981 to 27 per cent in 2004, a reduction of slightly more than 600 
million people.’3 This dramatic rise in wellbeing for millions of people came about because of China’s 
liberalisation of its economy and trade with the outside world, not through aid. The success of the 
Chinese liberalisation has been supported in recent years by trade led growth by many developing 
nations, including some of the poorest LDCs as illustrated by the recent significant development in 
East Asia.  

The World Bank recently set a target of reducing the proportion of the global population living in 
absolute poverty to three per cent by 2030.4 As the examples of China, South Korea and others 
demonstrate, access to export markets is vital for success. While trade barriers have generally 
lessened in the past few decades, many nations maintain protectionist trade policies, especially on 
agricultural goods – which disproportionately impact the agriculturally dependent economies of 
LDCs. By distorting trade so that comparative advantage cannot be fully realised, scarce resources 
are not allocated to their most productive use in either economy. This means that consumers in the 
protected economy lose out through higher prices due to tariffs, higher taxes due to subsidies and 
exporters also lose potential income if other economies are also protected. Although barriers remain 
significant, the political power of protectionist lobby groups means that wide reaching trade 
liberalisation is unlikely, as evidenced by the stagnation of the Doha round. Therefore, any proposed 
reforms must be realistic and targeted to advantage the most impoverished nations (LDCs) and their 
most significant industry, agriculture. Many developed nations have offered concessions to LDCs, 
although the incidence of non-tariff barriers to trade remains a concern. Specific analysis of such 
barriers facing LDCs investigates their impact and what institutions such as the World Bank can do to 
overcome them, promote trade and ultimately alleviate poverty. 

 

                                                           
1
 E Young, Food and Development, Routledge, Oxon, UK, 2012, p.3. 

2
 World Bank, ‘World Bank Sees Progress Against Extreme Poverty Vulnerabilities’, World Bank, December 

2012, accessed 29
th

 September 2013  <http://www.worldbank.org/en/news/press-release/2012/02/29/world-
bank-sees-progress-against-extreme-poverty-but-flags-vulnerabilities>. 
 
3
 World Bank, ‘Results Profile: China Poverty Reduction’, World Bank, 19 March 2010, accessed 22

nd
 September 

2013. <http://www.worldbank.org/en/news/feature/2010/03/19/results-profile-china-poverty-reduction>. 
4
 D Roberts, ‘Extreme Poverty could be wiped out by 2030, World Bank estimates show’, The Guardian 

(online), 3 April 2013, accessed 22
nd

 September 2013. 
http://www.theguardian.com/business/2013/apr/02/global-poverty-wiped-out-world-bank 
 

http://www.theguardian.com/business/2013/apr/02/global-poverty-wiped-out-world-bank
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The General Incidence and Impacts of Global Agricultural Protectionism  
 

Since the creation of the General Agreement on Tariffs and Trade (GATT), nations’ trade policies 
have generally followed a trend of liberalisation which has led to a sustained increase in global trade. 
Despite some improvement, agriculture is amongst the most protected industries in the world, with 
considerably higher subsidies and tariffs than other sectors such as manufacturing. In 2011 OECD 
countries spent the equivalent of US$252 billion on domestic support for the agricultural industry.5  
A 2003 World Trade Organisation (WTO) report estimated that a ‘good’ outcome to the Doha Round 
of WTO negotiations, which has agricultural trade liberalisation as one of its primary goals, would 
have provided between $290 billion - $520 billion in benefits by 2015 for both developed and 
developed countries, reducing the number of people in poverty by 144 million.6 However, after ten 
years of negotiations the Doha round has largely stalled, in part due to the consensus focus of WTO 
negotiations and increased membership. 7 According to the Australian Department of Foreign Affairs 
and Trade (DFAT): ‘Globally, agricultural trade is the most distorted sector of trade in goods… 
Average tariffs for agricultural goods are more than three times higher than for non-agricultural 
goods.’ 8 In Japan, ‘the import tariffs on rice, sugar and wheat are 778 per cent, 305 per cent and 252 
per cent respectively.’9  There are 100 other agricultural items with tariffs of over 200 per cent, with 
higher prices due to tariffs costing the Japanese consumer about $890 annually.10 In 2005 US 
consumers paid double the average world price for sugar.11 Wall asserts that in 1996 import  
protectionism cost American consumers $223.4 billion (3.4 per cent of GDP), while if trading 
partners did not impose restrictions American exports would have been $130 billion higher.12   

According to Nobel Economics Laureate and former World Bank Chief Economist Joseph Stiglitz: 
‘special interests in the developed world [shape] the agenda [of international trade negotiations] to 
benefit themselves, while leaving even the average citizen in their own countries worse off.’13 The 

                                                           
5
 Department of Foreign Affairs and Trade (DFAT), ‘Agriculture and the WTO’, Australian Government, 2013, 

viewed 22
nd

 September 2013. <http://www.dfat.gov.au/trade/negotiations/trade_in_agriculture.html> 
6
 World Bank, ‘World Bank Report Highlights Need for Success at Cancun Trade Talks – WTO Breakthrough 

Would Spur Confidence, Boost Incomes, Reduce Poverty in East Asia & Pacific’, World Bank, 2004, viewed 1
st

 
September 2013 
<http://web.worldbank.org/WBSITE/EXTERNAL/TOPICS/TRADE/0,,contentMDK:20126056~menuPK:64021753
~pagePK:64020865~piPK:149114~theSitePK:239071,00.html> 
7
 The Economist, ‘The Doha round…and round…and round’, The Economist, 2008 (online), viewed 1

st
 

September 2013. <http://www.economist.com/node/11848592>. 
8
 DFAT (2013). 

9
 M Tupy, ‘Time for Japan to liberalise agriculture’, Global Post (online), 2011, viewed 1

st
 September 2013 

<http://www.globalpost.com/dispatch/news/opinion/110420/time-japan-liberalize-agriculture>. 
10

 C Hill, International Business, 8
th

 Edition, 2010, McGraw-Hill Companies, United States. 
11

 Sweetner Users, ‘The True Story About US Sugar Prices’, Sweetner Users, 2006, viewed 1
st

 September 2013. 
<http://www.sweetenerusers.org/The%20True%20Story%20About%20US%20Sugar%20Prices.pdf> 
12

 Wall (1999) in C Hill, International Business, 8
th

 Edition, 2010, McGraw-Hill Companies, United States. 
13

 J Stiglitz, Making Globalisation Work, 2006, Penguin Books, Australia, pp. 79. 
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American Farmland Trust claims that ‘government programs help protect [America’s] food supply.’14  
However, this claim is inconsistent with objective analysis and does not explain the large cotton 
subsidies in place in the US. Stiglitz asserts that ‘without these subsidies, it would not pay for the 
United States to produce cotton; with them, the United States is the world’s largest cotton 
exporter.’ 15In developing nations the agricultural industry makes up a considerably greater 
proportion of GDP and employment, and therefore trade restrictions disproportionately impact 
developing economies.16 As profits are reduced for these farmers, the broader economy is affected 
due to dependence on this industry. Lower profits result in less disposable income, reduced ability to 
employ workers and lower demand for goods and services that could create wealth within these 
poorer economies. In response to large subsidies provided to American, European and Japanese 
farmers, ‘many developing nations have increased protection of domestic food products against 
cheaper, subsidised exports from industrial countries.’ 17These tariffs exacerbate high global food 
prices, increasing poverty and inciting civil unrest. Based on this evidence, it is clear that 
international agricultural trade is far from free and protection is in some cases the norm, imposing 
significant costs on developed and developing nations alike. 

Non-Tariff Barriers impacting trade amongst LDCs 
 

Much attention has been focussed on the goal of removing protectionist agricultural schemes 
currently maintained in various developed economies, but due to the current political implausibility 
of significant liberalisation, opportunities for reform amongst LDCs themselves must be examined. 
The United Nations (UN) classifies 48 countries as LDCs. The criteria for classification include GDP per 
capita of less than $1190, human assets such as nutrition, health and literacy and economic 
vulnerability.18 LDCs are amongst the countries most affected by the imposition of NTBs. Sanitary 
and Phytosanitary measures (SPS) and Technical Barriers to Trade (TBT), impact over 80 per cent of 
the agricultural exports of many LDCs, and are imposed by both developed and developing 
economies.19 The WTO defines SPS measures as ’…measures taken to protect against risks linked to 
food safety, animal health and plant protection or to prevent or limit damage within the territory of 
a Member from the entry, establishment and spread of pests.’20  

                                                           
14

 American Farmland Trust, ‘Success in the 2008 Farm Bill’, American Farmland Trust, 2008, viewed 1
st

 
September 2013. http://www.farmland.org/programs/farm-bill/analysis/farmsubsidies.asp 
 
15

 Stiglitz, p.85. 
16

 OECD, ‘Policies for Agricultural Development, Poverty Reduction and Food Security’, OECD, 2010, viewed 1
st

 
September 2013. <http://www.oecd.org/agriculture/agricultural-policies/45615104.pdf> 
17

 M Aksoy, ‘Global Agricultural Trade Policies’ in M Aksoy and J Beghin (eds.) Global Agricultural Trade and 
Developing Countries, World Bank, Washington DC, 2005, pp.37-54. 
18

 United Nations Conference on Trade and Development, The Least Developed Countries Report 2012, United 
Nations, 2012, retrieved 20

th
 September 2013. <http://unctad.org/en/PublicationsLibrary/ldc2012_en.pdf>. 

19
 A Disider, L Fontage and M Mimouni, ‘The Impact of Regulations on Agricultural Trade: Evidence from the 

SPS and TBT Agreements’, American Journal of Agricultural Economics, Vol. 90 No. 2 2008. 
20

 WTO, Sanitary and Phytosanitary Measures, viewed 29
th

 September 2013 
<http://gtad.wto.org/trta_subcategory.aspx?cat=33113> 

http://www.farmland.org/programs/farm-bill/analysis/farmsubsidies.asp
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Although criticism is often directed at developed nations, applied tariffs on agricultural goods are 
often equal or higher in developing countries.21 For example, Mali imposed an average 28.7 per cent 
tariff (in 1997) and Egypt a 64.9 per cent tariff (in 1998) compared to the US’s 10.7 per cent and 
Japan’s 26.3 per cent.22  This has the effect of reducing trade between LDCs, even when they are 
geographically close and trade could bring considerable efficiencies, demonstrating that it is not just 
developed countries that practice protectionism. LDCs also impose various non-tariff barriers in the 
form of charges for certification of meeting food standards, charges and bribery at borders and 
variable government policies that are typically protectionist.23 Due to their geographical proximity 
and relative shortage of capital, this primarily burdens other LDCs, especially neighbouring African 
nations.  According to the World Bank: ‘Africa’s farmers have the potential through regional trade to 
satisfy much of the rising demand [for food] and to substitute for more expensive imports from the 
global market.’24 Enhanced economic cooperation amongst developing African nations is highly 
desirable, not only from a trade perspective but also to maximise peace. Trade tends to increase the 
opportunity cost of war, and a more integrated African economy may reduce the frequency of war, a 
major cause of poverty on the continent.25  

One of the major impediments to trade amongst regional LDCs in Africa is the considerable variation 
in each nation’s SPS regime. This variability makes it difficult for other nations to source medium to 
large orders from the region and harms competitiveness due to the absence of combined 
negotiating power and economies of scale.26 It has been asserted that significant gains including 
higher regional trade, greater ability to trade in the global marketplace and creation of economies of 
scale could result from the harmonisation of SPS standards of LDCs with similar characteristics such 
as geography or language.27 This could be achieved through bilateral and regional multilateral 
agreements that outline a common set of standards. Some African LDCs have agreed to closer 
regional economic integration with the formation of groups such as East African Community that 
have agreed to harmonise SPS regulations among members.28 The more similar these are to the 
major international standards the greater the likelihood of recognition in the global marketplace and 
complying with the SPS regulations potential customers.  

  

                                                           
21

 Arvind Panagarinya, Agricultural Liberalisation and the Least Developed Countries: Six Fallacies, Columbia 
University, 2005, viewed 18

th
 September 2013 

<https://www.tcd.ie/Economics/staff/amtthews/FoodPolicy/CourseMaterials/Readings/Panagariya_%20LDCs.
pdf> 
22

 Ibid. 
23

 World Bank, Africa Can Help Feed Africa: Removing Barriers to Regional Trade in Food Staples, Policy Note 
34,   Africa Trade Policy Notes, 2012, retrieved 18

th
 September 2013 

<http://siteresources.worldbank.org/INTAFRREGTOPTRADE/Resources/PN34_food_staples_Nov12.pdf>. 
24

 Ibid. 
25

 V Davies, War, Poverty and Growth in Africa: Lessons from Sierra Leone, Oxford University, 2002, retrieved 
19

th
 September 2013. <http://www.csae.ox.ac.uk/conferences/2002-upagissa/papers/Davies-csae2002.pdf>. 

26
 K Humado and T Traore, ‘SPS Capacity in Guinea’, USAID, WATH Technical Report No. 12, 2006. 

27
 Ibid. 

28
 J Magalhaes, ‘Regional Sanitary and PhytoSantiary Frameworks and Strategies in Africa’, Standards and 

Trade Development Facility, July 2010, accessed 22
nd

 September 2013. 
<http://www.standardsfacility.org/Files/Publications/STDF_Regional_SPS_Stategies_in_Africa_EN.pdf> 
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Non-Tariff Barriers impacting trade between Developed nations and LDCs 
 

The world’s Least Developed Countries enjoy a variety of preferential access schemes put in place by 
developed nations in an attempt to reduce poverty through increasing trade between LDCs and 
developed economies. These schemes generally involve a concession on tariffs and quotas, and 
similar programs have been adopted by the United States, European Union, Japan and Australia. 
These arrangements provide considerable benefits for LDCs, although agricultural trade is still 
limited by strict standards imposed by developed nations on agricultural imports. This form of non-
tariff barrier that will be examined in detail, considering the political difficulty that is encountered in 
reducing subsidies.  

The European Union’s Everything but Arms Arrangement 

In 2001 the EU instituted the Everything But Arms arrangement, which has the intention to ‘give all 
LDCs full duty free and quota-free access to the EU for all their exports with the exception of arms 
and armaments.’29 This scheme provides conditions for LDC based exporters that are considerably 
more favourable than the general EU tariff and quota regimes applied to other nations. In theory, 
this should encourage investment and economic growth in LDCs to take advantage of the ease of 
access to the EU market. However, in practice beneficiaries of the arrangement accounted for 
exports of 10.5 billion euros,30 a negligible proportion of total EU imports, which reached $2.397 
trillion in 2011.31 Although this does raise the concern that trade between LDCs and the EU is still 
artificially low, it indicates that tariff and quota concession schemes such as the EBA have a very 
limited impact on the scheme operator’s economy, but a proportionately more significant positive 
impact on the beneficiary’s economy, meaning that they are a politically plausible policy initiative 
that effectively achieve a degree of trade liberalisation without intense opposition from vested 
interest groups. Despite these concessions, trade between LDCs and the EU is still subject to some 
distortion due to the prevalence of non-tariff barriers, with subsidies being the most obvious 
component of this, although SPS measures and TBT are also prevalent. In 1998, SPS and TBT 
amounted to 96 per cent of NTMs facing Bangladeshi exports (a LDC) in the EU, 95 per cent in the US 
and 64 per cent in Japan.32 Ferrer (2006) asserts that:  

‘Exporters to the EU are experiencing a constant rise of barriers, due to SPS regulations, to 
levels that are at times widely viewed as protectionist non-tariff barriers rather than genuine 
and scientifically based safety needs.’33 

This highlights the risk that initiatives such as the EBA scheme may give the appearance of 
liberalisation but can be entirely offset by ‘hidden’ protectionism in the form of standards and 
regulation that may not be justified on genuine scientific grounds. Recent EU regulation now extends 

                                                           
29

 European Commission, Everything But Arms (EBA) – Who benefits?, 2013, viewed 19
th

 September 2013. 
<http://trade.ec.europa.eu/doclib/docs/2013/april/tradoc_150983.pdf> 
30

 Ibid. 
31

 Central Intelligence Agency, The World Factbook: Imports, 2013 
<https://www.cia.gov/library/publications/the-world-factbook/fields/2087.html> 
32

 U Deb, ‘Non-Tariff Barriers in Agricultural Trade: Issues and Implications for Least Developed Countries’, 
ARTNeT Policy Brief, Brief No. 21, May 2007. 
33

 J Ferrer, ‘Increasing the Market Access for Agricultural Products from Bangladesh to the EU’ Centre for Policy 
Dialogue, Paper 58, 2006. <http://www.eaber.org/sites/default/files/documents/CPD_Ferrer_2006.pdf> 
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food safety responsibility to individual farmers.34 This makes it especially difficult for the dispersed, 
capital deficient agricultural sectors of LDCs to comply, and reduces their ability to export 
competitively to the EU. For example, about sixty per cent of Africans derive their primary source of 
income from agriculture.35 It would appear to be unreasonable and indeed almost impossible for 
millions of possibly illiterate subsistence farmers to inform EU regulators about their food safety 
management. As asserted by a 2006 USAID report, the trend towards increasingly strict SPS 
regulation is:  

‘likely to lead importing countries and companies to select countries that already have 
relatively strong infrastructure … They may also make entry into new markets, or even 
keeping existing markets, difficult for developing countries that are too far away from 
meeting the new demands.’36 

The potential impact of sudden changes in SPS measures on the economies of LDCs is illustrated by 
the experience of the Bangladeshi shrimp industry in the late 1990s. In 1998 the European 
Commission imposed a four month ban on imports of Bangladeshi shrimp due to non-compliance 
with Hazard Analysis Critical Control Point requirements.37 Bangladeshi shrimp have faced 
mandatory border inspections upon entry to the EU, resulting in occasional rejection, delays and 
higher costs.38 As shrimp accounted for 5 per cent of total exports in the late 1990s, the ban imposed 
significant costs on the Bangladeshi economy, both directly through export disruption and the cost 
of bringing processing facilities up to EU standards.39  It has been estimated it cost about $18 million 
to bring facilities up to standard with an annual compliance cost of $2.4 million.40 However, 
Bangladesh successfully adjusted its processing procedures to meet EU standards and shrimp 
exports increased considerably.41 This demonstrates that LDCs have the potential to comply with 
strict SPS measures and maintain profitability if capital is available to make the necessary upgrades. 
Without the spending on the sanitary upgrades the Bangladeshi shrimp export trade would likely 
have collapsed, with it Bangladesh is again a major shrimp exporter. Investing in the capital poor 
agricultural industries of LDCs to aid them in meeting SPS standards imposed by export markets 
would appear to be a highly productive use of World Bank funds.  

Although there are certainly legitimate grounds for the existence of SPS controls in order to maintain 
food safety and prevent the entry of disease, the system’s ability to be misused as a form of proxy 
protectionism was highlighted in a World Bank investigation that concluded that EU standards on 
aflatoxin would reduce health risk by approximately 1.4 deaths per billion per year, ‘but would also 

                                                           
34

 Ibid. 
35

 International Food Policy Research Institute, ‘Ending Hunger in Africa: Prospects for the Small Farmer’, IFPRI, 
2004. <http://www.ifpri.org/sites/default/files/pubs/pubs/ib/ib16.pdf> 
36

 K Humado and T Traore, ‘SPS Capacity in Guinea’, USAID, WATH Technical Report No. 12, 2006, accessed 
22

nd
 September 2013. 

<http://www.watradehub.com/sites/default/files/resourcefiles/aug09/1220sps20capacity20guinea20.pdf> 
37

 M Rahman, ‘Trade Benefits for Least Developed Countries: The Bangladesh Case’, Centre for Policy Dialogue, 
Dhaka, Bangladesh, May 2011, accessed 19

th
 September 2013. 

<http://esango.un.org/ldcportal/documents/10179/13459/Bangladesh%20case-study.pdf> 
38

 Ibid. 
39

 Ferrer, p. 37. 
40

 M Rahman, ‘Market Access Implications of SPS and TBT: Bangladesh Perspective’ Centre for Policy Dialogue, 
Bangladesh, 2002, accessed 20

th
 September 2013 <http://www.cuts-citee.org/pdf/RREPORT02-02.pdf> 

41
 Ibid. 
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decrease food exports from nine African countries by 64 per cent or $670 million.’42 To discourage 
the use of SPS regulation as a proxy of protectionism, greater accountability is desirable when such 
policies are formulated to ensure the health or hygiene reasons for the regulation are valid.  

Australia’s Preferential Tariff Regime 

Australia also has in place a system of modified tariff rates for various types of importers, including a 
scheme benefiting LDCs set up in 2003.43 This initially provided ‘preferential access for a limited 
number of tariff lines for these economies’,44 however was recently expanded to allow quota and 
duty free access for LDCs.45  A relatively low volume of goods flowed through the original scheme 
(US$9 million in 2004), in part due to Australia’s relatively open economy and limited trade of LDCs 
generally. While utilisation of the LDC scheme is low, the broader scheme for developing nations 
(the Developing Country Tariff) had US$14.5 billion in relevant imports in 2004, with sustained 
increases in trade.46 As with the European scheme, the low volume of trade between LDCs and 
Australia means that the impact on the domestic economy is negligible. Indeed, the OECD notes that 
‘one reason it has been possible to expand duty-free access for LDCs is that they account for less 
than 0.5% of world trade.’47 Although the Australian economy is generally considered more open 
than Europe’s, significant barriers to trade with LDCs remain in the form of non-tariff measures, 
including import restrictions for SPS reasons. Australia has one of the highest percentages of 
agricultural imports covered by SPS regulations at about 97 per cent.48 For example, the banana 
industry remains highly protected, with import bans in place affecting some developing nations such 
as the Philippines due to concerns about diseases spreading to affect the domestic banana 
industry.49  Although many concerns about diseases are valid, these should be weighed against the 
costs imposed on consumers and developing nations that export bananas. Kevin Fox, director of the 
Centre for Applied Economic Research, asserts that although there would be costs surrounding 
disease control, the spread of a Filipino disease would not be catastrophic for the domestic industry, 
and that trade is ‘restricted simply due to a powerful lobby group.’50  

Although banana import restrictions remain in place, international pressure from trading partners 
and the WTO have persuaded Australia to drop previous import bans on other agricultural goods on 
dubious scientific grounds.  In 2011 a ninety year ban on New Zealand applies maintained due to 
concerns over fire blight was overturned by the WTO . This came after New Zealand complaints 

                                                           
42

 Ibid. 
43

 D Lippoldt, ‘The Australian Preferential Tariff Regime’, OECD, OECD Trade Policy Working Paper No.33, 2006, 
accessed 20

th
 September 2013. <http://www.oecd.org/australia/36727558.pdf> 

44
 Ibid. 

45
 M Franklin, ‘Follow our lead and help poor nations trade, Emerson tells WTO’, The Australian, 19 December 

2011, accessed 20
th

 September 2013. <http://www.theaustralian.com.au/national-affairs/follow-our-lead-and-
help-poor-nations-trade-emerson-tells-wto/story-fn59niix-1226225243168> 
46

 Lippoldt. 
47

 Ibid. 
48

 A Disider, L Fontage and M Mimouni, ‘The Impact of Regulations on Agricultural Trade: Evidence from the 
SPS and TBT Agreements’, American Journal of Agricultural Economics, Vol. 90 No. 2 2008. 
49

 J Irvine, ‘Yes, you are paying too much for bananas’, The Sydney Morning Herald (online), 30 July 2011, 
accessed 20

th
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following investigations that concluded that there were scientific reasons for the ban to remain.51 It 
should be noted that where pressure has been applied successfully the demands for liberalisation 
have come from developed nations or the WTO, which have significantly more resources and 
political influence than impoverished LDCs. It is unlikely that an LDC would be able to put an 
equivalent amount of pressure on Australia without aid from an international body such as the WTO. 
Furthermore, where liberalisation of previously quarantined agricultural goods has occurred, it has 
primarily benefited developed countries with the ability to meet stringent SPS conditions imposed. 
For example, Canada through the WTO overturned a 24 year ban on ban on raw salmon imports 
after a lack of scientific evidence to support the ban.52   

Australia has removed import bans on pigmeat, but prospective importers must undergo stringent 
risk analysis. Of the few countries that have passed this assessment, all of them have been 
developed.53 The level of Australian NTMs on pigmeat imports has been estimated as having a tariff 
equivalent of 113 per cent.54 Of considerable interest is the fact that various developed nations were 
able to gain concessions from Australia to gain access to its domestic market, while the Philippines, a 
developing nation, has been unable to secure access for its bananas, highlighting bargaining power 
disparities between nations. It would appear that the strict standards imposed by Australia would 
limit the ability for LDCs to export, and therefore outside scrutiny by a third party such as the WTO 
or World Bank may be applied to claims about disease risk to ensure they reflect a genuine concern 
backed by scientific evidence. World Bank lending to aid developing nations in meeting SPS 
requirements could be beneficial in mitigating the impact of NTMs, encouraging trade.   

Development of a Competitive Agricultural Sector in LDCs 
 

There is significant scope for expansion of agricultural production in African LDCs that has the 
capacity to take advantage of high food prices and stimulate economic growth. Growth in the 
agricultural sectors of other developing countries has occurred successfully, indicating that this 
experience could be repeated in Africa.55 According to the World Bank, “…agriculture continues to 
lag. During the past 30 years the competitiveness of many African export crops has declined, and 
Africa’s dependence on imported food crops has increased.”56 This has not been due to a shortage of 
arable land, for example the Guinea Savannah, of which 400 million hectares can be used for 
agriculture, only ten per cent has been cropped.57 This would indicate that the region could develop 
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a competitive advantage in agricultural goods with reliable access to export markets and the inflow 
of capital necessary to develop productive and internationally competitive farming systems.  

 

Overcoming NTMs and Gaining Market Access for Exports 

With LDCs now benefiting from significant trade concessions made by developed nations, the major 
impediments to increased trade remain large subsidies that support inefficient agricultural industries 
and the existence of SPS and TBT restrictions. Due to the influence of powerful political lobby groups 
in major developed economies the high subsidies are likely to continue into the medium term, 
particularly during a time of subdued economic activity. However, with food prices relatively high 
there is scope for governments to gradually wind back subsidy regimes while their usage is limited, 
but with little movement towards liberalisation since the Global Financial Crisis this remains unlikely. 
The likelihood of reductions in SPS and TBT regulation is also low, again due to the political difficulty 
encountered in relaxing quarantine restrictions imposed on foreign imports, while SPS may be 
warranted in many cases. Further challenges arise when the private sector imposes additional 
standards that exceed those of the state regulator, meaning that LDC exporters are in effect 
‘standard takers’.58  

The 1995 WTO agreement on SPS measures does make requirements that reduce the ability of 
members to impose standards without scientific foundation, although the possibility of using SPS 
measures as disguised protectionism remains.59 However, this agreement and various international 
standards developed in parallel do give clear compliance guidelines for LDCs to reform their 
agricultural industries should they have the resources to do so.60 In the short term, the greatest 
potential for trade based poverty alleviation in LDCs would appear to be a focus on regional trade, 
particularly in Africa. For example, a case study into the commercialisation of Zambia’s agricultural 
sector concluded that high transport costs made competing on the international market difficult for 
all but high value agricultural commodities, but the nation did enjoy a comparative advantage in its 
own region.61  In essence, the most profitable practical means to poverty alleviation through 
increased trade by LDCs are likely to surround the mitigation of SPS and TBT regulation and greater 
regional trade.   

Role of the World Bank 

The core function of the World Bank is to fund viable development projects that contribute to the 
Bank’s stated goal of poverty alleviation. Few projects have as much potential to stimulate 
sustainable economic growth in LDCs as agricultural development. Indeed, ‘the associated growth 
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originating from agriculture has been two to four times more effective at reducing poverty than 
growth originating from other sectors.’ In a positive development World Bank lending to the 
agricultural sector has increased to $7 billion in 2010-12 from $4.1 billion in 2006-08, and in Sub-
Saharan Africa tripled to $586 million from 2011 to 2012.  However, the share of agriculture in 
official development assistance declined from 18 per cent in 1979 to 3.5 per cent in 2004, while the 
World Bank’s lending for agriculture fell from 30 per cent of loans in 1980 to three per cent prior to 
2009.62 This may indicate that the Bank’s limited resources are being under-allocated to one of their 
most welfare enhancing applications. If poverty alleviation is to remain the overriding goal of the 
World Bank, there may be scope for reallocation of some existing or planned Bank lending to 
agricultural projects. Although beyond the scope of this paper, some other World Bank projects such 
as a $246 million low carbon city in Shanghai, China would appear to achieve little in terms of 
achieving sustainable poverty alleviation.63   

Considering the obstacles to exports from LDCs created by strict SPS standards in jurisdictions such 
as the EU, World Bank investment can also target the improvement of food systems in LDCs to meet 
these standards, creating significant export opportunities. Although SPS regulations can be seen as 
an opportunity for LDCs to improve quality, ‘limited supply-side capacity of developing countries, 
especially in terms of resources, manpower as well as institution, constrains the countries to 
overcome food safety standards.’64 Despite these limitations, where funding is provided, LDCs have 
demonstrated (such as in the Bangladeshi shrimp case) an ability to make the necessary supply line 
changes to comply with SPS regulations. LDCs are often well endowed in all factors of production 
except capital, and therefore an ability exists for a third party such as the World Bank to provide 
funds that enable LDCs to exploit their comparative advantage in labour and land intensive 
industries. Clearly, investments in LDCs to bring their agriculture supply lines up to the level required 
by international standards has the potential to further unlock the potentially lucrative markets of 
developed and middle income countries.  
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Conclusion 
 

While progress has been made in liberalising agricultural trade, it remains one of the most protected 
industries in the world, with large tariffs, subsidies, and protectionist non-tariff measures preventing 
liberal trade based on comparative advantage. Efforts to eliminate these protections have failed due 
to the political difficulty in making the necessary reforms. Examination of restrictions impacting the 
agricultural trade of Least Developed Countries reveals that while a number of positive 
concessionary schemes exist, LDCs typically suffer disproportionally due to the prevalence of non-
tariff measures and their difficulty in meeting SPS requirements. LDCs such as Bangladesh have 
demonstrated an ability to meet demanding SPS regulations and maintain international 
competitiveness when funding has been provided to perform the necessary upgrades to achieve 
compliance. This and a variety of other evidence indicates that lending to viable agricultural 
initiatives is amongst the most welfare enhancing and poverty alleviating actions the World Bank can 
take.  
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