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Abstract

There have been important changes in the international trade of processed and high-value added food products from
developing countries over the past several decades. One of them has been the emergence of oilseeds and fruits and vegetables,
replacing traditional products such as sugar, coffee, and cocoa as the main exports from developing countries. Another trend has
been the collapse of African agroindustrial exports and the increase of exports from Asia. The paper highlights key trends, and
explores possible reasons for the trends, focusing on trade policies in less-developed countries (LDCs) and developed countries
(DCs). The paper argues that national trade policies and other economic policies appear to have been relatively supportive
of agroindustrial production and exports in Asia. In contrast, policies have had more mixed effects in Latin America and the
Caribbean (LAC), and seem to have been just one component in a larger array of forces inhibiting economic development
in Africa. The performance of agroindustrial production and exports from LDCs may be now more dependent than ever
on the completion of reforms in the agricultural trade policies of DCs. For Africa, however, a more supportive international
environment and better macroeconomic and trade policies will not be enough to ensure a thriving agroindustrial sector within a
broader process of economic development until military confrontations stop. © 2000 Elsevier Science B.V. All rights reserved.
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1. Introduction

International trade flows in agricultural and agroin-
dustrial products have gone through important changes
over the past several decades, both in developed coun-
tries (DCs) and less-developed countries (LDCs).
Those changes have not been uniform across regions.
The reasons for the diverse performances encom-
pass many factors, including differentiated population
dynamics, climate patterns, technological develop-
ments, and policies. This paper focuses on a subset
of the main trends and issues in international agricul-
tural trade, focusing on the performance of LDCs in
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world markets for processed and high-value agrifood
products.

The paper proceeds as follows. First, we describe
basic trade patterns for the above products, by devel-
oping region. Second, we offer possible explanations
for the dissimilar trade performances over products
and regions, focusing on the influence of trade poli-
cies in LDCs and DCs. Third, we conclude with
policy implications.

2. Patterns of trade

2.1. Trade in raw and processed products

In terms of net trade positions by product, LDCs
have historically been net importers of cereals and
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dairy products, and net exporters of oilseeds and prod-
ucts, coffee and cocoa, sugar, and fruits and vegeta-
bles. For meat and meat products, LDCs changed from
net exporters to net importers in the mid-1970s, around
the time the European Union closed its domestic meat
market. In general, the ratio of exports to imports has
been declining over time, with fruits and vegetables
showing the smallest trend decline (it has held around
two since the 1960s) (D́ıaz-Bonilla and Reca, 2000).

There are, however, important differences over
Africa, Asia, and Latin America and the Caribbean
(LAC). Although all of them are net importers of
cereals and dairy products, the imbalance is larger
in Africa, where exports of those products represent
only about 5% of imports. Africa made a funda-
mental shift from net exporter of oilseeds and meat
products until the mid-1970s, to net importer after-
wards. Also, while the three regions are net exporters
of fruits and vegetables, and coffee and cocoa, LAC
has a stronger net export position than the other re-
gions in those products. A case in point is fruits and
vegetables, where LAC currently exports about 3.5
times the value of its imports, and Africa a little more
than 1.5, while the export/import ratio for Asia is just
above one (D́ıaz-Bonilla and Reca, 2000). Overall, in
LAC, net imports of cereals and dairy are more than
compensated by net trade surpluses in the other agri-
cultural products. Asia and Africa, however, are net
agricultural importers, where net trade surpluses in
coffee, cocoa, fruits and vegetables, and some other
items, do not compensate the trade deficits in other
products (Table 1).

Table 1
Net trade in selected products for developing countries (billion US
dollars; 1997)

Asia (w/o China) Africa LAC

Cereals −8.9 −6.8 −2.8
Meat −1.8 −0.3 1.3
Dairy −3.5 −1.4 −1.5
Oilcrops −0.2 −1.4 6.9
Fruits/vegetables 0.7 0.6 7.8
Coffee/cocoa/tea 2.8 3.9 9.2
Sugar −2.0 −0.8 3.5
Tobacco −0.6 0.5 1.9
Textile fibers −3.0 1.1 −0.9

Agricultural products (total)a −20.1 −5.2 25.4

a Total values for agricultural products include other products
not shown in the list above. Source: FAOSTAT.

The composition of LDC agrifood exports has
changed, notably with the emergence of fruits and
vegetables, and oilseeds and products, as the more dy-
namic export products. These two categories jumped
from about 20% of total agricultural exports by LDCs
in the 1960s, to slightly more than 35% during the
1990s. They displaced the traditional export crops
of sugar, coffee, and cocoa. These traditional crops
declined from about 35–40% of LDC agricultural
exports during the 1960–1980s to about 25% during
the 1990s (Table 2).

In terms of the composition of LDC imports, cere-
als, oilseeds, dairy, and meat products together have
varied between 50 and 57% of total agricultural im-
ports during the period considered. However, cereals
(raw and processed products), the main item, declined
in share, and meat and oilseed products have increased
in shares. Overall, agricultural exports and imports
have also become more diversified (Table 3).

2.2. Trade in processed and high-value agricultural
food products

This section focuses on processed and high-value
food products. Fruits and vegetables, high-value items,
is the only category that includes raw as well as pro-
cessed products. The data are from FAOSTAT; the
specific coverage of products is explained in detail
there. The period analyzed is 1961–1998. The LDC
regions examined are Africa, Asia (excluding China),
and LAC. The DC countries examined are in the cat-
egory “Industrialized Countries” in FAOSTAT.

Fig. 1 shows the participation in world exports of
DCs and LDCs for processed and high-value food
products since the 1960s.1 DCs dominate world
exports in all the agrifood items considered except
oilseed products in the export of which LDCs over-
took DCs in the mid-1970s. Oilseed products include
vegetable oils and other by-products from oilseeds;
however, the trends do not differ from the aggregate
category when one considers only vegetable oils (not
shown here separately). In the export of fruits and
vegetables, LDCs have managed to hold their share
steady at around 35% of world exports. However,

1 Shares do not add up to 100% because China, Transition
Economies and developing countries outside Africa, Asia, and
LAC are not included.
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Table 2
Structure of exportsa (in percentages)

1960–1965 1965–1970 1970–1975 1975–1980 1980–1985 1985–1990 1990–1995 1995–1997

Meat and products 3.4 4.5 5.0 3.5 3.9 3.7 4.6 4.5
Cereals and products 8.6 8.4 7.4 7.2 9.3 6.4 7.9 8.9
Fruit and vegetable and products 8.9 10.9 10.9 11.2 14.0 17.7 20.2 17.8
Sugar and productsb 10.6 9.8 16.0 13.1 13.0 10.6 7.1 6.9
Coffee, cocoa, and productsc 23.8 25.3 22.1 29.7 23.6 22.7 15.1 16.1
Tobacco 3.3 2.8 3.1 2.9 3.6 4.2 6.9 7.0
Oilseeds and products 10.4 9.6 11.3 12.7 14.3 13.9 16.4 17.7
Textile fibers 15.2 13.8 11.1 7.2 5.9 5.6 3.9 3.6
Natural rubber 7.6 6.2 5.3 5.7 4.7 5.2 4.7 4.7
Other 8.3 8.7 7.8 6.8 7.8 10.1 13.2 12.9

Total 100 100 100 100 100 100 100 100

a Source: FAOSTAT.
b Including honey.
c Including tea and species.

during the 1990s, DCs have overtaken LDCs in the
share of world exports of sugar and products, and
dominate the market in coffee and cocoa processed
products, even though LDCs are the main suppliers
of the raw product. Recently, LDCs have increased
somewhat their share in cereal and dairy product
exports, but from very low levels.

In regional terms, the most salient trend is the dra-
matic decline of world market share for African ex-
ports, particularly oilseed processed products, cocoa
processed products, and fruits and vegetables. Africa’s
shares in other agrifood products have at best stagnated

Table 3
Structure of importsa (in percentages)

1960–1965 1965–1970 1970–1975 1975–1980 1980–1985 1985–1990 1990–1995 1995–1997

Meat and products 3.4 3.8 3.9 5.5 6.7 6.5 6.4 6.1
Dairy products and eggs 7.3 7.1 7.2 7.5 8.2 8.1 7.3 6.7
Cereals and products 35.8 36.9 36.7 31.5 30.9 25.2 23.3 25.4
Fruit and vegetable and products 8.4 9.1 8.3 9.0 9.0 9.6 10.3 9.6
Sugar and productsb 6.9 4.9 8.5 7.3 6.3 5.7 5.5 5.7
Coffee, cocoa, and productsc 6.1 6.0 4.6 5.3 4.5 4.6 3.9 3.6
Tobacco 3.4 3.3 2.9 3.3 3.3 4.3 6.0 5.5
Oilseeds and products 6.3 6.0 7.3 10.0 11.4 11.3 11.8 13.6
Natural rubber 1.7 1.3 1.0 1.1 0.9 1.2 1.1 1.2
Textile fibers 7.4 6.8 6.0 5.2 4.4 6.2 6.1 5.5
Other 13.3 14.8 13.8 14.3 14.5 17.4 18.3 17.2

Total 100 100 100 100 100 100 100 100

a Source: FAOSTAT.
b Including honey.
c Including tea and species.

at low levels. At the other extreme, Asia, since about
the mid-1970s, has been gaining market participation
across products (except for fruits and vegetables), and
now commands the largest share among LDC regions
in world exports of cereal, oilseeds, and cocoa prod-
ucts. LAC falls in between, showing upward trends in
fruits and vegetables, cereals, oilseeds, and dairy prod-
ucts, but with declining paths for cocoa, coffee, sugar
and meat. Notwithstanding this uneven performance,
LAC still remains the most important supplier among
LDCs of coffee, dairy, sugar and meat products, as
well as fruits and vegetables (raw and processed).
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Fig. 1. FAOSTAT (2000).

In sum, LDCs appeared to have diversified their ex-
ports of agricultural and agroindustrial goods, show-
ing important advances in exports of oilseeds and
products, and maintaining market share in fruits and

vegetables. But they have not been able to challenge
the pre-eminence of DCs in cereals, dairy, and meat
products, and have been even losing market share in
sugar, coffee, and cocoa products.
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Fig. 1. (Continued).

3. Trade policies and agroindustrial exports

Differences in agrifood export performance over
developing regions are functions of non-policy factors,

such as income and population growth, natural re-
source base and climate, and technological progress,
as well as of policies, both in LDCs and DCs. We
focus on the policy factors in this section.
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3.1. Trade policies in LDCs

The link between LDC trade policies and economic
performance has been a key issue in the develop-
ment of literature for a long time. Various studies
have pointed out the limitations of a development
strategy based on import-substitution industrialization
through closed trade regimes, with its tendency to
generate recurrent balance of payment crises and to
foster capital-intensive growth patterns. Those stud-
ies also document the negative impact on tradable
goods, including agricultural and agroindustrial prod-
ucts, through the built-in bias towards overvalued
exchange rates. Additionally, closed trade regimes
have been, in many cases, associated with macroe-
conomic policies that reinforced the overvaluation
of domestic currencies, and contributed to periodic
crisis in the external accounts and to unstable growth
patterns (Little et al., 1970; Balassa and Associates,
1971; Balassa, 1989). While early work relied mainly
on case studies, more recent empirical literature on
growth based on cross-section regressions also sug-
gests that there is a positive correlation between trade
openness and economic growth (Sachs and Warner,
1995; Sala-i-Martin, 1997).

The export growth in manufactured goods has been
found to correlate positively with trade regime open-
ness (Sachs and Warner, 1995). Athukorala and Sen
(1998), using cross-section regressions with a sample
of 36 LDCs, found that export growth in processed
foods appears to depend crucially on the openness of
the trade policy regime, and is positively and signifi-
cantly related to internal economic growth.

Trade and macroeconomic policies that distort
relative prices against agriculture in particular, and
tradable products in general, and that affect the level
and variability of the growth rate for the economy,
limit the possibilities of developing a thriving and
internationally competitive agroindustrial sector in
LDCs. This limitation operates via various channels:
by reducing the supply of needed raw materials for
the manufacturing sector, by constraining the expan-
sion and diversification of agroindustry that would
have resulted from the increase in national incomes,
and by hurting the competitiveness of the national
agroindustry in world markets.

The correlation between regional export perfor-
mance and policy illustrates the above points.

Regarding Africa, it has been argued that the drastic
decline in exports (in general as well specifically in
agricultural products), has been related to the closed
trade regimes in African countries, rather than protec-
tionist obstacles in the importing countries (Ng and
Yeats, 1996). The average African country has indeed
maintained a more closed trade regimes than other de-
veloping countries, including heavy taxation of agri-
cultural and agroindustrial exports through parastatal
marketing boards and other protectionist measures
(World Bank, 1987; Sachs and Warner, 1995; Ng and
Yeats, 1996, for all products; Krueger et al., 1990,
for agricultural products). More generally, Africa’s
poor growth performance since the 1970s has been
attributed to restrictive trade policies, as well as in-
appropriate macroeconomic policies and governance
practices (see, among others, Collier and Gunning,
1999). Thus, the performance of the agroindustrial
sector reflects the negative economic environment
characterized by overvalued exchange rates, explicit
taxation of agricultural exports, weak domestic de-
mand, and macroeconomic and political instability.

Asia, on the other hand, has a larger percent-
age of countries (albeit with differences between
South and East Asia) with relatively more open or
outward-oriented trade policies, according to different
classifications of trade regimes (World Bank, 1987;
Krueger et al., 1990; Sachs and Warner, 1995). In
particular, about two-thirds of the LDCs character-
ized as having open trade regimes in Athukorala and
Sen (1998) are in Asia. The good overall economic
performance of the region has generated a grow-
ing internal market that supported the expansion of
agroindustry. In this context, Asia’s net importing
position in many agricultural products appears to re-
flect the strength of domestic demand, sustained by
rapid economic growth, rather than being the result
of weak supply-side performance. The 1997 Asian
financial crisis has modified this scenario, contribut-
ing in part to the subsequent decline in Asia’s world
market share for several products (Fig. 1).

LAC has historically fallen in between Asia and
Africa, in terms of the openness of trade regimes
(World Bank, 1987) and taxation of agricultural and
agroindustrial products (Krueger et al., 1990). LACs
relatively strong natural resource base, undergirded
its more prominent international presence among
developing regions in several agricultural markets.
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However, rapid population growth was eroding its net
trade position, while policies of import-substitution
industrialization affected the performance of the agri-
cultural and agroindustrial sectors. The opening of
LAC economies since the late 1980s (Morley et al.,
1999), including both unilateral liberalization and re-
gional integration such as MERCOSUR and NAFTA,
appears to be associated with the increase in the ex-
port shares for several products, including cereals,
fruits and vegetables, and dairy products (Fig. 1).

In general, these observations support the notion
that trade openness appears to explain, at least in part,
the different export performances of Asia, Africa, and
LAC in processed and high-value agricultural goods.
But the dynamics of export shares in Fig. 1 suggest
that other factors have to be taken into account. For
instance, the collapse in market share for Africa ap-
pears far larger than can be explained by differences
in trade openness alone, or even by the combina-
tion of other economic policies. Also, LAC seems to
have gained world market share in several products
during the 1960–1970s, even though that period was
supposed to be the heyday of import-substitution in-
dustrialization under closed trade regimes. In contrast,
at least for some products, LAC was losing shares in
world markets during the 1980s, when devaluation of
exchange rates and the progressive advance of trade
liberalization should have favored agricultural and
agroindustrial production.

In the case of some African countries, the decline
in world market shares for the products analyzed can
be linked in part to the expansion of mineral produc-
tion and exports in the 1970s, which, leading to a less
favorable real exchange rate for other tradables, had a
Dutch-disease effect on agriculture and agroindustry.
More fundamentally, Africa’s economic growth and
exports began to decline during the difficult transi-
tion from colonial rule to independence in the 1960s,
declined further in the 1970s, in parallel with the
expansion of the Cold War to the African Continent.
The East–West conflict appears to have hit Africa
particularly hard, reinforcing and militarizing ethnic
divisions, and, later, at the end of the Cold War, cre-
ating further rounds of regional instability (see, for
instance, Messer et al., 1998).

Also, both Africa and LAC suffered more than Asia
from the change in world macroeconomic conditions
in the 1980s after the second oil crisis. That crisis,

along with changes in agricultural and trade policies
in DCs, led to the worldwide collapse in agricultural
commodity prices during the second half of the 1980s.
The heterogeneous performances were in part related
to the different policy reactions, with Asia adjusting
earlier and more efficiently to the economic shocks
(Balassa, 1989). But the decline in world export shares
by Africa and LAC also reflected the fact that these
regions were more dependent on DC agricultural ex-
port markets than was Asia, and that sectoral and
trade agricultural policies in DCs were changing in
ways that undermined LDC agricultural and agroin-
dustrial production and exports. Analysis of the impor-
tance of LDC trade policies, controlling for time trends
in war and violence, macroeconomic conditions, and
world agricultural markets, requires moving beyond
cross-country regressions (Durlauf and Quah, 1998).
The next subsection focuses on one of these factors,
agricultural protection in DCs.

3.2. Agricultural trade policies in DCs

Pre-Uruguay round studies (before the negotiations
that started in 1986 and ended in 1994) aimed at
quantifying the impact of agricultural protectionism in
industrialized countries. This analysis predicted sub-
stantial positive effects on LDC incomes, production,
and exports of agricultural and agroindustrial products
from an eventual reduction of tariffs and other forms
of agricultural protection in DCs (Valdés and Zietz,
1980; Goldin and Knudsen, 1990).

Post-Uruguay round studies conclude that agricul-
tural and agroindustrial production in LDCs, as well
as their net welfare, would increase if agricultural
protectionism in DCs was reduced. But the studies
also raise the possibility of negative welfare effects
for some LDCs, particularly those in Africa that are
net importers of agricultural products, due to adverse
changes in the terms of trade (Sharma et al., 1996).
Some studies, though, have argued that even for those
countries suffering adverse trade effects, the domestic
policy framework is still more relevant for general
welfare results (Ingco, 1997). Also, simulations of
LDC gains resulting from agricultural trade liber-
alization have usually lumped fruit and vegetables
together with other subsectors, which may have led
to underestimation of the benefits, considering the
growing importance of this group of products in LDC
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exports. For instance, Islam (1990) found significant
gains for LDCs of liberalization of world trade in
fruits and vegetables. Yet, even after the Uruguay
round negotiations, production of fruit and vegetables
remains highly protected in several DCs, mainly on
a seasonal basis, allowing entry with lower levels
of tariffs only when there is no domestic production
(Swinbank and Ritson, 1995).

Among agricultural trade policies of the industrial
countries, the Common Agricultural Policy (CAP) of
the European Union has received particular attention.
Since the mid-1970s, the EU, through the heavy use
of domestic subsidies, import restrictions, and export
subsidies, moved from being net importers of a variety
of products (including wheat and other cereals, beef,
sugar, and some fruit and vegetable products) to be-
coming net exporters.2 Consequently, the question of
CAPs impact on developing countries has been a re-
current theme (Koester and Bale, 1990; Sarris, 1991).
It is still a key element of the debate regarding the
Agenda 2000 and future modifications of Europe’s
agricultural policies (see for instance European Com-
mission, Directorate-General VI Agriculture, 1999).

In particular, a specific trade practice that has been
widely criticized as unfair and disruptive of interna-
tional trade is the use of export subsidies. In complete
contrast with industrial goods, this practice has not yet
been completely eliminated for agricultural products,
many of which are processed products. Therefore, the
differential treatment of export subsidies under the
current agreements of the World Trade Organization
(WTO) is not only between primary agriculture and
industry, but also between those industries based on
agricultural raw materials (for which export subsidies
are allowed) and the rest of the manufacturing sec-
tor (for which those unfair trade practices have been
banned). The European Union has been the main
source of subsidized agricultural exports over the
years: over 1986–1997, European export subsidies
were about 123.9 billion US dollars; the equivalent
figure for the United States was 9.5 billion US dol-

2 In the 1960s and 1970s the current countries of the Euro-
pean Union imported per year an average of about 21 million of
metric tons (MT) of cereals, 550 000 MT of beef, and 2 million
MT of sugar; since the 1980s, however, those countries became
net exporters of 18 million MT, around 500 000 MT, and almost
3.5 million MT for the same products, on average per year.

lars (Leetmaa and Ackerman, 1999).3 Those export
subsidies amounted to almost 13% of the value of all
agricultural exports by Africa, LAC and Asia (minus
China) combined, during the period.

Two additional issues, not included in the simula-
tion models mentioned above, are tariff escalation and
sanitary and phytosanitary measures.

Tariff escalation has been discussed at least since
the Kennedy Round (Yeats, 1974). The practice of
imposing high import taxes on processed goods, and
low or no tariffs on primary products (thus granting a
higher effective rates of protection to their own value
added), reduced significantly the processing margin
of LDCs. This placed agroindustrial production in
those countries at considerable disadvantage, strongly
tilting the export profile of LDCs towards raw mate-
rials (Balassa and Michalopoulos, 1986). Assume, for
instance, that LDCs can sell raw material or processed
products at world exogenous prices. Assume also that
the cost structure for the agroindustry is such that the
raw material amounts to 60% of the total value of the
processed good, another 20% is spent in other cost
items except factors of production, and 20% is value
added. Assume then that the raw material, produced
by the LDCs, is imported by DCs with zero tariffs
but that the processed product faces an import tariff
of 10%, and transport costs add 5% to the world
price of the raw material in the DCs. Finally, assume
the agroindustry in the DCs have the same basic cost
structure except for trade taxes and transport costs.
Then producers in DCs, even though the basic tech-
nology is the same and they have to absorb transport
costs, still have a value added margin 35% larger
than the LDCs (27 cents on the dollar in DCs, against
20 cents in LDCs). This implies that the factors of
production in LDCs will be paid less than in DCs, dis-
couraging the processing of the raw material in LDCs.

Although this characteristic of the tariff structure
has diminished somewhat after the Uruguay round,
significant levels of tariff escalation will still remain
after the full implementation of the Uruguay round
(Lindland, 1997; OECD, 1997,). In particular, OECD

3 These calculations do not include the tax treatment of foreign
sales corporations by the US. The EU requested a panel in the
WTO to analyze whether this practice was an export subsidy and
the WTO ruling has been against the US. The practice appears to
have included agricultural goods, among other products.
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(1997) documents important tariff escalation in cof-
fee and cocoa products, which can in part explain the
increasing share of DCs in the international trade of
processed goods using those raw materials. Golub and
Finger (1979) in one of the few studies which ana-
lyzed quantitatively the issue of tariff escalation for
some manufactured products, including only coffee
and cocoa from the food sector, found that the removal
of such escalation would lead to the reallocation of
some processing of agricultural products from DCs to
LDCs. Specifically, they found non-trivial increases in
export revenues from cocoa and coffee exports.

Sanitary and phytosanitary (SPS) measures, as well
as other technical, quality and environmental stan-
dards, can and have been used as barriers to trade.
Concerns about the possibility that the liberalization
of agricultural trade achieved with the agreement on
agriculture could be negated by manipulation of those
regulations led to the negotiation during the Uruguay
round of two separate documents. The first was the
agreement on SPS measures, directly related to human,
plant and health issues linked to agricultural products.
The second was the agreement on technical barriers
to trade, which was more general in coverage than the
first document.

LDC governments have complained over the years
about SPS measures and inspections that tend to be-
come stricter when there are agricultural surpluses in
the domestic markets of DCs. They also complained
about the long periods required by DCs to complete the
pest and disease studies needed to allow the import of
new agricultural products from LDCs (see Matthews,
1994, for other SPS issues and LDCs). Since the
Uruguay round agreement, and in the preliminary dis-
cussions related to the continuation of the negotiations
mandated in Article 20 of the agreement of agricul-
ture, some LDC governments have argued for greater
flexibility in the implementation of LDC obligations
under the SPS agreement. However, a strong SPS
framework is important for LDCs, not only because a
competitive export position requires establishing and
maintaining the sanitary and quality requirements for
their products, but also as a way of improving health
conditions in the LDCs. The best approach for LDCs
would be to insist on receiving the technical and finan-
cial assistance considered in the SPS agreement (Arti-
cles 29 and 30) to build and improve their own systems
of quality control and health and safety standards.

The combination of domestic support, market pro-
tection, and export subsidies by DCs depressed world
prices for a variety of food products. This hurt LDCs
that were net exporters and helped LDCs that were
net importers of those products (Koester and Bale,
1990; Sarris, 1991). Considering that LDCs, as a
group, are net importers of cereals and dairy prod-
ucts, and lately, meat products, it has been argued
that those countries may benefit from the domestic
support and export subsidies of DCs. This argument,
however, does not address the distributional impact
within LDCs between consumers and producers,
and across types of households. Simulation mod-
els used to evaluate world agricultural liberalization
have not disaggregated household and farm sectors
in ways that would have allowed better understand-
ing of the distributive implications of the policies
suggested.

Additionally, simulation models show that agricul-
tural production in LDCs (regardless of their net trade
position) will increase if the distortions in world agri-
cultural policies, particularly of the DCs, are reduced
(Sharma et al., 1996). While those studies mainly
project the impact of possible future scenarios of lib-
eralization, other work supports similar conclusions
from a historical perspective: they suggest impor-
tant negative effects on production and employment
in several LDCs for agroindustrial products such
as meat products, sugar, and canned tomatoes, as a
result of DCs agricultural policies (OXFAM, 1987;
Diaz-Bonilla, 1999; Eurostep, 1999).

Conversely, it could be argued that the good pro-
duction and export performance of oilseed products
by LDCs is due in part to the fact that oilseed pro-
duction has been relatively less distorted by support
policies in DCs, allowing its expansion in LDCs. The
European Union established lower bound tariffs for
oilseeds in earlier trade rounds, and, at the beginning
of the 1990s, it lost a panel under GATT, limiting the
possibility of extending some of the highly protective
measures of the CAP to those crops. Relatively low
levels of support for oilcrops coupled with higher pro-
tection for other feed substitutes led to the expansion
of European demand for oilseeds. The US, in turn,
has had relatively low levels of domestic support for
oilseeds as compared to support for cereals and other
crops, as calculated in OECDs measures of producer
support (OECD, 1998).
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Another example is the market for fruits and veg-
etables. Income growth and changes in consumption
habits, along with technological developments in
packaging, cold storage, and transportation, allowed
those markets to develop, particularly in DCs (OECD,
1996). In an environment of growing demand, the
reasonably steady performance of LDCs in terms of
world market share may be in part explained by their
exports being relatively less affected by trade restric-
tions. This is either because they are tropical products
non-competitive with domestic production (with the
EU banana regime as an exception), or because LDCs
are allowed entry with fewer restrictions during the
off-season in the DCs.

In sum, even though agricultural trade policies in
DCs may have reduced the import bill of net import-
ing countries, it can be argued that those same policies
have had a stifling effect on agricultural and agroin-
dustrial production in LDCs. Considering that those
sector are the main economic activities in many LDCs,
particularly poor ones, and that such activities usu-
ally have significant growth multipliers for the whole
economy (see, for instance, Delgado et al., 1998, for
Africa), the level of non-realized dynamic benefits for
those economies may have been substantial.

4. Conclusions

Several policy conclusions emerge from the above
discussion.

First, trade and other economic policies appear to
have been generally more supportive of agroindustrial
production and exports in Asia, have had a more un-
even record in LAC, and seem to have been just one
component in a larger array of forces inhibiting eco-
nomic development in Africa. The policy changes of
the last years, particularly in LAC and Africa, have
improved the trade and macroeconomic framework in
many developing countries. Although further strength-
ening of those policies is still be needed in some of
them, the performance of agroindustrial production
and exports from LDCs may be now more dependent
than ever from the completion of the needed process
of policy reform in the agricultural and trade policies
of the DCs.

Two DC policies in particular are in need of
attention, as they have powerful disincentive effects

for the development of a thriving agroindustrial sector
in LDCs: export subsidies, which affect mainly pro-
cessed agricultural goods, and tariff escalation, which
tilt the export profile of LDCs towards primary prod-
ucts. The negotiations mandated in Article 20 of the
agreement on agriculture should complete the process
of policy reform initiated during the Uruguay round,
including increased market access, elimination of tar-
iff escalation, further disciplines in domestic support,
and the definitive elimination of export subsidies.

Second, in the case of Africa, however, a more sup-
portive international environment and better macroe-
conomic and trade policies may not be enough to
ensure a growing agroindustrial sector. In several
countries, additional investments and policy reform
efforts will be required to improve infrastructure,
strengthen internal financial markets, develop insti-
tutions to manage risks and reduce transaction costs,
and expand entrepreneurial and labor skills. More
fundamental yet, for those countries affected by vi-
olence and war, the entire process of economic and
social development will remain compromised until
widespread violence and military confrontations stop.
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