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Abstract
This research shows that the lack of a clear definition on what it is to be a ‘developed country’ creates differences among the main international institutions. This paper looks at the World Trade Organization and its country classification criteria and focuses on the developed countries recent policies that aim at withdrawing the developing countries’ preferential treatment. This enables me to analyse processes by which the absence of a threshold is used as tool to manipulate the developing countries’ initiatives and undermine their competitiveness. I conclude that the lack of a rigorous conceptualization of development evidences the inability of international organizations to deal with the multitude of aspects involved in the developmental process. It is pertinent that these institutions open the debate and coordinate efforts in order to generate common taxonomy and methodology to classify countries, so to avoid the complete deterioration of development policies.
Relevance to Development Studies

International trade is an important source of income and growth for developing and least developed countries; its regulation is essential to harmonize exchanges among nations. Regulatory institutions, such as the World Trade Organization or the World Bank, set taxonomies to classify their member states, on the basis of which development policies are defined. But because regulation is the result of economic and political disputes, it is of the developing countries interest and responsibility to make it successful in representing their interests.
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International political economy; trade; global governance; WTO; classification, graduation; developing countries; development, SDT; GSP.

Chapter 1 
Introduction
1.1 Research objectives

This research is an attempt to analyse the failures and contradictions of the WTO’s criteria for the classification of developing countries; their effects on development policies and the empowerment of developed countries.
1.2 Justification and research question
“I want to make Brazil a developed country” said the Brazilian president, Dilma Roussef, in her inaugural speech in 2011, advocating her commitment to the development of Latin America’s biggest economy. The moves and motives behind the ‘upgrade’ from developing to developed are the topic of this research paper. 
In December 1961, the United Nations General Assembly passed Resolution 1707, where it claims “International Trade as the Primary Instrument for Economic Development” (Johnson 1969: 25). Since then the world GDP grew tenfold and income per capita trebled (UNCTAD 2003: 36); trade has grown even faster than GDP for the last 25 years, but by no means the developing countries’ achievements have proportionally followed these figures. Some of them have experienced economic expansion linked to trade, but none reached the developed countries’ living standards. Economic growth and industrialization are in fact the means to the process in which development is the end; they must be combined with other non-economic objectives, like full employment, poverty eradication, reduced inequality, human development and sustainable development to attain the final goal of enabling ordinary people to live a good life (Nayyar 2003 in Toye 2003: 36).
It is observed that even in war times states are able to maintain exchanging relations, witnessed some changes in trading patterns, e.g. decrease in food and increase of belic machinery; likewise trade responds to the many political and economic tensions among its actors. As resources are unevenly distributed among states, differences in wealth, size, geographical position, skilled population, status, authority, and power in the international system can produce strong impacts in economic performance, what is “closely tied to better shares of trade” (Landau, 2000: 11).

The World Trade Organization (WTO) is the world venue to multilaterally discuss and regulate international trade, it is therefore important to observe, under the light of the development discourse provisioned in its trade agreements, how states engage in the promotion of a more balanced world. At the organization member states can be classified as developed, developing, or least developed countries, each offering some advantages and possible disadvantages. The developing country status, for instance, allows the Special and Differential Treatment (SDT) in trade. And because development policies are taken on the basis of these assumed more or less homogeneous groups, this research is meant to understand how effective it can be in representing and addressing the non-developed countries needs.
1.3 Methodology

I have reviewed the theoretical linkage between trade and economic development. The literature on International Political Economy has strengthened the analysis on the relations defining trade outcomes, for what I have chosen the work of Strange (1994) and Gilpin (1987) for their criticism, theoretical coherence and empirical substantiation of arguments.
The WTO is investigated for its historical formation and purposes; the processes of member accession, classification and graduation are explained with the objective of exposing how it makes the developing countries and LDCs more vulnerable at the organization. Data from the various international organizations was collected from their websites, multilateral agreements, annual reports, and working papers.
A case study was chosen to verify whether the breaches observed in the WTO regulation for the classification and graduation of member states institutionalizes a playing field for the bargaining of status related benefits. The protagonism of development is questioned for its discursive role and ad hoc definitions, as suggested by the literature review. Brazil was chosen for it is a developing country with high economic growth rates, and for the large share of agriculture in its export list, as opposed to other emerging countries whose exports are mainly industrial production or services and textiles. Agriculture is relevant as an alternative for the major part of the developing countries; it is related to food sovereignty and international trade. The second reason is the political leadership and international prominence. 
For the scrutiny of argumentation I have chosen to drawn on descriptive analysis of secondary quantitative and qualitative data obtained in government official documents, analysis from the specialized media, articles from economics newspapers, processed data from reliable databases, and the recent literature on trade and development. The year 2006 was chosen on the basis of data availability for comparison as well as for it is close enough to the economic scenario of the first claim. Other years were chosen for they were the latest available.
1.4 Structure
Chapter 2 recapitulates how theory critically relates trade and development, also reflecting on the role of SDT as a broadly agreed compensation for the more vulnerable trade partners, proposing that politics are very much linked to trade and that states (on behalf of plural actors) continuously make use of international institutions to promote their foreign policies.

Chapter 3 analyses the means by which development was incorporated by the WTO agenda, pragmatically looking at the organization’s dynamics for accession, classification and graduation, besides a brief presentation of the different international multilateral organizations’ taxonomies and remarks on existing incongruences amongst them.

Chapter 4 verifies whether the case study couples the theoretical approach and the findings of the previous chapters. The analysis of both Brazilian official documents and reports from the specialized media reveal that successive claims were made by the United States, the European Union and Japan against trade preferences granted to Brazil and other developing countries. The scrutiny of their argumentation is meant to verify how they engage in pro-development trade initiatives, in special when agriculture, political leadership and competitiveness are involved.
Chapter 5 summarizes the findings and draw on final conclusions.
1.5 Limitations

Accessing official documents to verify to what extent the reports from the specialized media are consistent with the claimers’ proposal was very difficult and could have given margin for some bias in the analyses. To overcome such risk I have collected data on each case from at least two different sources, out of which one was an official note from the Brazilian Government, so that I could work on the basis of the overlapping information.
Chapter 2 
Background and Theoretical Frameworks on Trade and Development
This chapter details the theoretical and analytical tools to be used within this paper, subsidizing the understanding of how international trade is theoretically connected to the pursuit of development. With this approach the asymmetric power relation between the developed and non-developed countries is exposed, and understood. Gunder Frank (1966) elucidates on the historical trade ‘preferential’ relations and the creation of underdevelopment; the approach on Special and Differential Treatment (SDT) given to developing and LDC is presented as a claim for compensation based on this historical dispossession. Based on Robert Gilpin (1987)’s theory of Political Economy of International Relations world trade liberalisation is critically assessed. The criticism of Susan Strange (1994) is presented subsequently in an attempt to elucidate on how trade is influenced and determined by four primary power structures which possession endows states different levels of bargaining power. International organisations and other sources of international law and regulation are presented as being venues for disputes in political economy. 
2.1 Theories of trade and development
Growth and trade have undeniably been major contributors to the formation of the industrialized countries, including the export of basic products. In the middle 1800’s Germany, Sweden and Italy had themselves a comparative advantage in exporting agriculture surpluses and the prosperity in the agriculture sector important contribution for the industrialization and development that took place right after (Milward in Strange and Tooze 1981: 46). But the logics behind their successful experience cannot be transposed to the trade practiced by the poorest countries of nowadays since the conditions under which those rich countries engaged international exchange in the past, are no longer possible or acceptable. 
Political power and the making of underdevelopment
By not knowing the non-developed countries’ history one could simply assume that they’re in the early stages of any developed country’s history, as for instance at one of Rostow (1960)’s five stages of growth. Understanding why a few countries were able to create economic development and how it is directly related to the simultaneously generation of underdevelopment in other parts of the world is therefore crucial. 
According to Frank (1966:18), the now developed countries have not necessarily been underdeveloped and thus, they might have been just undeveloped (not developed). Differently, underdevelopment has been the product of economic and other asymmetric relations between satellites (less advanced societies, cities or countries) and metropolis (more advanced social structures) in historical processes of wealth dispossession and accumulation formed within the development of the capitalist system. This is the case of most Latin American and African former colonies that exposed to years of monopolistic trade relations with their metropolis (then colonizers) in the 21st century find themselves in similar exploitation cycles, now by other means and with other countries.
Frank (1966) advocated that the satellites experienced their greatest economic development whenever and if their ties to the metropolis became weak. Temporary, geographic and economic isolation from the metropolis could be of great benefit for the satellites, allowing the promotion of autonomous industrialization and growth. Inversely, development has been historically betrayed whenever the metropolis-satellites relations were recovered, almost always resulting in commercial rather than industrial capitalism for the underdeveloped world (Frank 1966: 24-30). 

Special and differential treatment

Based on the historical dispossession created by these exploitation relations between satellites and metropolises, structuralist (or dependencia) economics defends that to put states relations back into balance some bias correction are necessary and should have priority over other values. Concerned with the injustice of the capitalist system, they claim that structures of the political and economic systems have been oriented towards the fulfilment of the developed countries’ priorities at the expense of developing and least developed countries, the first resulting in colonialism, the second, in underdevelopment (Kay 2001).
The special and differential treatment (SDT) for developing countries was a long-standing issue that claimed for positive discrimination to foster developing countries’ industrialization and growth; it seeks to discharge them from full reciprocity and to facilitate their access to western markets (Maswood 2008: 48), avoiding further deterioration of their terms of trade. Originally presented by Raul Prebisch, the first Secretary-General of UNCTAD, in 1964, the Generalized System of Preferences (GSP) was reluctantly adopted in 1968, granting developing countries’ exports access to the developed countries’ markets at below Most Preferred Nation (MFN) tariffs. As stated in Resolution 21 of the UNCTAD’s II Conference
 (UNCTAD 2011):
[T]he objectives of the generalized, non-reciprocal, non-discriminatory system of preferences in favour of the developing countries (…) should be (a) to increase their export earnings; (b) to promote their industrialization; and (c) to accelerate their rates of economic growth.
At the GSP benefits are given at a unilateral and non-reciprocal basis; each state has its own benefit granting scheme that includes margins and specific regulation (i.e. the rule of origin), and benefits have expiration date, although historically granters have renewed them, with minor changes (MDIC 2011a). The many critics to the effectiveness of SDT for trade however argue that the offering of export benefits to developing countries and their release from import policy’s restraints is driven by “politics and rhetoric rather than economic analysis” (Winters, in Toye 2003: 70).

Towards development via trade liberalisation 
The expansion of trade has been linked to the technological diffusion and its contribution to the economic welfare of all peoples; the multiplier effect on the economy and the stimulation of its growth and efficiency; the increase in market size, promotion of economies of scale, reduction of production costs, and returns on investments; besides the increase of consumers choice (Gilpin 1987: 171). Hence, in theory, countries will benefit more from trade as they decrease barriers and cooperate towards the free international exchange of products and services. It is said that by applying tariffs and increasing the costs of imported goods, competition with internal products is avoided, discouraging economic advance. 
But paradoxically the forces of the market appeared to triumph over the highly protectionist policies of the United States, Japan, France and Germany, where imports grew as well as exports in the periods of fast growth of decades previous to the World War I (Strange 1994: 171). The British only became champions of free trade after achieving technological and industrial supremacy over their rivals, what included state protection of infant industries and the weakening of its opponents by military force (Condliffe 1950: 71). 
The liberal doctrine on free trade fails to appreciate the extent to which trade ruling and outcomes are determined by the exercise of power, it ignores the costs of adjustments and uncertainty of the benefits derived from specialization. Despite all mentioned limitations, liberal trade theory remains valid as countries can gain in absolute and relative terms, reminded that in 1930’s “when the world has reverted to nationalist trade policies (…) everyone has lost” (Gilpin 1987: 190). Actually, a pendulum movement is observed between the two theories, oriented by both doctrine and crisis, as in the early 1980’s, with the relative decline of American power and its lead towards liberal trade, following the development of adverse economic conditions (amongst which the intensification of Japan and other Newly Industrialized Countries (NICs) competitiveness), economic nationalism increasingly affected the nature of the trading system. 
Gilpin (2001: 42) pointed that it is politically very difficult to create an open world economy since the decision of a government to do so constitutes a political risk as it immediately creates many losers and, at least initially, produces few winners. Other critics have been posed towards free trade and its costs on particular groups, mainly on the implications for economic development and the international division of labour; the relative gains and dubious distributive effects; and the effects on national autonomy and domestic welfare (Blackhurst et al. 1977: 22-49). The economy is particularly vulnerable when specialized in the commodities export, for it becomes exposed to the vicissitudes and instabilities of the market (Gilpin 1987: 182-3). For Strange (1994: 167) the internal allocation of resources towards production growth, money and credit availability, as well as an efficient transport system contribute to the growth of international trade possibly more than the reduction of overall trade barriers.
To conclude, there has been a chronic inability of theory “to prove conclusively that trade liberalization is good for economic growth”, nevertheless “evidence is quite strong (…) that trade is good for development” and that “a bad trade policy is likely to stymie development efforts” (Winters, in Toye 2003: 77). 
The international political economy of trade 
At this point in history the economies are so tight and interdependent that market interactions became a common field of interest and priority for both developed and developing countries. Increasingly states have to handle complex networks of transnational and bilateral bargains, negotiating among themselves, adjusting diplomacy, and dealing with firms (Strange 1997: 134-40). These interactions suggest the existence of governance outside the institutions, in a way that international trade is not merely the outcome of the ‘supply and demand’ forces, but the result of complex networks of bargains that are partially economic and partially political; they involve the trade-off of states’ security and commercial interests “through the use of threats, promises, and other bargaining techniques in order to alter the trading regime in ways that improve the market position” (Gilpin 1987: 215). In this set of bargaining relationships the agency of states to make “normative informed choices concerning the nature and direction of the current global transformation” (Underhill 2000: 824) is equally motivated by power, with the developing countries being particularly constrained and subordinated within international regimes (Krasner 1985). Eventually, the balance of these bargaining powers over international trade is more decisive than the debate conducted in the international organisations or even the trade regime, which put forth not more than ‘peripheral influence’(Strange 1994: 165-6).
The reasons why the involvement of countries in the global trade are unequal is both political and economic. Economic because consumption depends on purchasing power, currently concentrated in the richer industrialized countries as a direct result of income (and credit) uneven distribution. It is political due to the size of the state, the why some large countries are able to fulfil their demands within their borders, whereas smaller ones are not; it is also political because foreign trade policies are governed by security concerns, just like during the cold war period, when trade was encouraged within allies and dependents and discouraged with potential enemies (Op. cit.: 173-4). If, for instance, the governments of two or more countries, developed and developing ones, impose themselves identical rules on internal exchange, protectionist measures, and follow identical foreign trade policies, the asymmetries in size and the importance of extensive market would suffice to grant the developed country more weight in dealing with the developing country’s exporters than the other way around, giving it more room to ensure economic security through trade measures (Op. cit.: 176). This is an example of why, according to Strange (1994: 182), theories of trade cannot explain different responses to trade policies in countries with similar levels of development. 
To efficiently explain exchange relations and trade patterns among states it is necessary to take into account the impacts of the four major structures of political economy: (i) the security structure, as alliances and conflicts make stronger or weaker trade links; (ii) the production structure and the impact of growing capital costs and decreasing life-expectancy of machinery and products. Their fast obsolescence impels industry to seek new markets outside the state frontiers, creating cooperation between rival enterprises for they all aim at saving costs, especially when regarding the design of the next generation of products and services. The (iii) financial structure in two aspects: the co-existence of national exchangeable currencies and the structure in which credit is created, mainly through banks and governments. Under this structure a poor performance in trade can be explained as the result of an evaluated exchange rate due to the instability of and of foreign capital. Additionally, the protectionist responses that governments impose whenever slumps in world trade occur are in fact symptoms of financial disorder, rather than depressed trade, observed that the latter always follow a dry-up of credit. The positive or negative impact of the (iv) knowledge structure can accelerate or harm trade for its availability is closely correlated to the performance in export trade. Observing the ways in which knowledge is or isn’t made available for industrialization can explain certain patterns of trade, especially for developing and least developed countries for their low value added products. Consequently, no country prospects in foreign trade will ever be the same, and each will vary as changes in the global structures take place, altering both competitiveness and bargaining power outside the market (Strange 1994; 183-5). 
2.2 International organizations and regulation sources
If it is the bargaining among countries that determine the outcomes of trade, what exactly is the role of international organizations in governing it? At the very first place, it urges to recognize that at the setting up of international organization states have different goals, very often mutually inconsistent. States however have successfully agreed in some points, such as when it is illegal, to punish piracy, on denying trade with enemies and discriminating in favour of allies; the liberalization of trade on a non-discriminatory basis and the maintenance of development policies are topics that they have committed to respectively cooperate and discuss. Secondly, the objectives of these organizations are set by their most powerful member states, which also determine the limits for their own commitment. One example was the US Congress authorization for the country’s president to negotiate commercial agreements independently, as long as they were ‘paid for’ by reciprocal concessions and no tariffs were not to be cut for more than half. The third characteristic of international trade organizations is that their role and impact vary over time and according to their leading members’ political priorities. For instance, loopholes in the network of rules are used to legalize trade discrimination, as happened in Articles 25, 19, and 6 of the GATT, used several times by the US, EU and Japan to suit their economic interests (Op. cit.: 186-8).
Through economic negotiations states exhaustively attempt to regulate trade, for what they can use unilateral, bilateral or multilateral instruments (Landau 2000: 4). Whenever an impasse is reached at the multilateral level, the issue may be overtaken unilaterally or at bilateral debates within different negotiating for a, according to specific interested and strategies they may have.
Unilateralism
A persisting ability of national governments to limit access to their country’s economies on individualistic bases can be observed. National regulations are imposed to other states in exchange transactions, as for instance, with the imports tax system, anti-trust or competition policies, sanitary and phytosanitary barriers, as well as specific labour laws against non-decent employed work, patent laws, and many other rules that are often linked to the pursuit of greater national security and stability (Strange 1994: 177). 
This proliferating array of non-tariff barriers and other measures has characterized a ‘new protectionism’ and are usually accompanied by governmental initiatives to expand exports and support an specific industry by offering credit, export subsidies, tax and other initiatives that eventually influence trade patterns. It is not only an obstacle to liberalize trade but one especially difficult to combat through the traditional multilateral techniques available; it affects traders, non-traders, and what is traded (Gilpin 1987: 204-6). For instance, SDT for trade, as benefits and beneficiaries are unilaterally set, “the preference-receiving countries play no part in the determination or modification of GSP schemes” (Onguglo 1999: 1). 
Amongst many critics to the unilateral non-reciprocal trade preference, such as being neo-colonialist and dependence generating, those aimed “for sub-groups of developing countries (…) created lobbies for a status quo which leads them to oppose general trade liberalization efforts and hinder the developing countries from acting as an effective block in obtaining improved MFN
 liberalization” (Onguglo 1999: 5-6).

Bilateralism and Free Trade Agreements
Bilateralism comprehends the existence of two contracting parts, usually states, but more and more non-governmental actors are present in negotiations. This kind of arrangement usually takes place whenever the parts’ objectives go beyond those plausible at the multilateral level. During the 80’s and 90’s the world saw two opposite trends in trade regulation: global liberalization versus the formation of regional trading blocs. The first was supported by the WTO, the second served two main purposes: to allow firms to become more competitive in internal markets, and to enhance states political and economic power. The ‘return to bilateralism’ observed by Gilpin (1987: 204) at the occasion of the raise of new world competitors during the 1980’s was blamed of aggravating the situation of the multilateral trade regime. He pointed that changes in national trade policies three decades ago were causing a ‘metamorphosis’ of the global trade regime towards negotiated market shares, bilateral bargaining and the conditionalization of the MFN principle, which concession was made subject to another benefit in return (Op. cit.: 220). 
Not only the regional and bilateral agreements impose a barrier for trade liberalization as, with the relative exception of the European Union, it forms no homogenous and solid groups (Morrison 2006: 346). The splitting of the world into a few trading blocs would be very deleterious for developing countries, which would have to identify with one bloc or another, costly distorting their production patterns to fit into the bloc, besides having to afford the political costs of becoming dependent on a single metropolis and seeing their bargaining power diminished (Winters, in Toye 2003: 76).
Multilateralism
Multilateral institutions are intergovernmental organizations, socially constructed arenas for the promotion of international order and cooperation, but also battlefields between state and non-state actors. They are dominated by political groups with limited rationality and their survival depends more on keeping their members happy than being efficient (Boas and McNeill 2004: 3-11). In these battlefields global governance is portrayed to refrain the developing countries’ competitiveness and to exclude from the benefits of international trade those not subject to its norms and regulations, aiming at the convergence of the biggest economies and their control over high-value goods production (Halabi 2004: 23). 
The logics of international trade leads inevitably to new levels of international governance, reproduced through certain multilateral institutions such as the UNCTAD, the WTO, and the World Bank, which have historically been accused of promoting unregulated economic globalisation, then contributing to the increase of wealth concentration, but yet they are seen as “the best available means of achieving a modicum of governance” (Rosenau 1995: 36).
2.3 Conclusion
This chapter has shown that trade and development are correlated although no direct relation was proven to exist between them. For the successful rise of people’s living standards trade surpluses must be used to address inefficient distributive policies, to offer better public services, and to promote industrialization and economic growth. In this sense SDT for trade was created as an alternative to increase income and support development policies, it has however been blamed for responding to politics rather than to economic necessity. The world trade liberalization of agriculture is seen as an even better alternative to boost the developing countries’ economies, but it has been historically rejected by developed countries for not offering them better or similar advantages.
Countries with big bargaining power choose to negotiate access to their markets and trading conditions individually or in blocs. As multilateral initiatives relatively decrease their bargaining power, this strategy avoids concessions that would impose strong competition inside. As a result the developing countries should cautiously engage in bilateral agreements for they are more likely to be worse off, even if identical trade policies are established.
Vis-à-vis the developed countries’ refusal in supporting trade whenever it puts their competitiveness at stake, the developing countries should consider avoiding the satellite- metropolis trade patterns. By prospecting new trading partners they could have improved terms of trade, besides increasing exports of manufactures and services.

Chapter 3 
Development and the WTO
3.1 Introduction

In 1995, finished the Uruguay Round of the General Agreement on Trade and Tariffs (GATT), the World Trade Organization (WTO) was established with the main purposes of liberalizing commerce and refrain the resurge of protectionism; managing conflict among state members; and regulating tariff and non-tariff trade barriers (Maswood 2008: 42-9), supporting its maintenance in a few circumstances, as “to protect consumers, prevent the spread of disease or protect the environment” (WTO 2011a). 
The stability of the global economy did require a certain level of institutionalization and legal framework that the GATT lacked, devising the WTO to become the agent to foster, national and internationally, policies which would facilitate countries to enter the global market (Gamble 2006: 33). Another differential aspect brought by the WTO was the legal adjudication, a shift from the multilateral trading system based on diplomacy to one based on the rule of law (Nguyen 2008: 243); a gain in dispute resolution as members were no longer compelled into negotiation and conciliation as during the GATT times, a change needed to deal with the growing issues of an increasing membership (Maswood 2008: 43). In the early 60’s, at the time of the Kennedy Round, the GATT had 53 members; they were about 100 at the time the Uruguay Round was launched (Maswood 2008: 37).
However, liberalizing trade has never had an end in itself, and the preamble to the Agreement Establishing the World Trade Organization also known as the Marrakesh Agreement (MAEWTO 1994: 1), starts by explicitly saying that

[t]he Parties to this Agreement, recognizing that their relations in the field of trade and economic endeavour should be conducted with a view to raising standards of living, ensuring full employment and a large and steadily growing volume of real income and effective demand.
The organization’s trade principles stand for the non-discrimination among trading partners; barriers lowering towards free trade; predictability; fair competitiveness promotion; development support to developing countries and LDCs (WTO 2011e).
At the time it was created, the organization’s largest member countries did not intend to empower it although all additional responsibilities and functions increased; they rather resisted as they could the establishment of an institution comparable to the other two Bretton Woods sisters (the IMF and the World Bank). Firstly because it would require an increase in financial contribution that was already based on countries’ share of the world trade; secondly “the benefit of a larger and more active WTO would accrue mainly to the smaller countries which, in the absence of an activist WTO to champion all the diverse interest, were more pliant and susceptible to western influence” (Maswood 2008: 47). Right at its first years, the WTO was venue for several complaints brought by the developing countries concerning foreign investments and the Trade Related Investment Measures (TRIMs), Intellectual Property Rights (TRIPs), and services; alone, the OECD members were responsible for 84% of all service exports and 90% of the world investment flows (Maswood 2008: 41). A third reason was the one country one vote the new organization inherited from the GATT, what obviously did not benefit them, as they, altogether, would account for an insignificant number of votes. 

Regulation on the trade of agricultural products, for instance - a subject banned from the scope of negotiations until incorporated by the Uruguay Round in 1986 - is of major concern for developing economies as they tend to produce and export primary products surpluses and, in many cases, their penetration in foreign markets is restricted by the advanced economies’ import policies that protect national production, besides the fact that commodities prices are negotiated in stock markets far from their influence. Together with the SDT
, in 2001 agriculture was targeted at the Doha Round, also known as the development round, in Qatar. But it was only at the 5th WTO ministerial conference in Cancun, Mexico, in 2003, that a bloc of developing nations was established (initially by the Governments of Brazil, India and South Africa) to articulate their initiatives for trade liberalization. Since then the G-20
 is committed to negotiate together in this “window of opportunity” that, albeit ten years of efforts, stands still as advances are slowly set. With more than three quarters of all WTO members being developing countries, development is by all means a top issue in the agenda.
3.2 Special and Differential Treatment at the WTO
Of important concern is that either the LDC and developing country status at the WTO may bring certain rights or, at least, it allows governments not to be bound with the same obligations as for the developed countries. SDT give them longer transition periods before they are required to fully implement agreements and commitments; provisions to safeguard their trade interests; support to build their infrastructure for WTO work, to handle disputes, and to implement technical standards; besides special provisions for LDC Members (WTO 2011d). Nevertheless, according to the organisation:

[t]hat a WTO member announces itself as a developing country does not automatically mean that it will benefit from the unilateral preference schemes of some of the developed country members such as the Generalized System of Preferences (GSP). In practice, it is the preference giving country which decides the list of developing countries that will benefit from the preferences
 (WTO 2011b).
Consequently the benefit giving states can rewrite graduation policy according to its internal needs for imports, need to protect national producers, and consistently with its foreign policies. The implications of these unilateral acts are enormous and can either harm or boost the beneficiary economies and leave manoeuvre room for bargaining.

3.3 Belonging to the WTO: countries’ accession, classification and graduation

To be eligible for SDT or simply be part of any WTO agreement countries must fit into specific conditions, the first of which is to be accepted as member, a process that can be quite long and bureaucratic, after what it classified according to its level of development. As referred to in Section 3.2, each country status may convey it an array of different benefits and responsibilities.
Membership
123 states have officially become WTO members on the 1st of January 1995, when the organization came into existence. As by July 2008, there were 153 WTO members WTO (2011f); other 29 countries were in on-going accession processes in January 2010, none of those is developed WTO (2011g). The remaining 30 states’ accessions occurred through specific processes, according to the provisions of Article XII of the WTO Agreement (MAEWTO 1994), by which (i) states may accede “on the terms to be agreed between it and the WTO”; (ii) decisions on accession shall be taken by the Ministerial Conference, which shall approve the terms of accession by the majority of two-thirds of the WTO members; and (iii) accession to any Agreement shall be governed by the provisions of that Agreement.

And although the conditions under which accession takes place state are not explicitly set forth, each application process yields a different blueprint of rights and duties (Nguyen 2008: 248), countries keep submitting their applications to the WTO and negotiating their admissions ‘in the belief that trade and economic relations are closely connected with higher living standards, full employment and exploitation of the world’s resources’ (Sand 2005: 103). China after a 15 years accessing process was admitted in 2001 (WTO 2001); ten years after, two major economies are still not full member states, although applications have been submitted in the middle 1990’s: Iran, now granted an observer status; and Russia, whose accession is an on-going process. 
Country classification and the graduation process

At the WTO member states are classified and grouped in three different categories, each of which entitles a different range of benefits and commitments: the Least Developed Countries (LDC), the Developing countries, and the select group of Developed Countries.

The United Nations (UN)
 identifies the countries to belong to the LDCs group on the basis of their Gross National Income (GNI) per capita, Human Asset Index (HAI), and Economic Vulnerability Index (EVI). Since 1991, the population size can be no larger than 75 million inhabitants
 (UNCDP 2008: 3-4), then considering as non-eligible India, Indonesia, Nigeria, Pakistan and Vietnam (UNCDP 2008: 39). Once a LDC evolves to the point it cross the LDCs’ upper limits an ‘upgrade’ process called graduation takes place and it automatically becomes a Developing Country. But alternatively:
[t]here are no WTO definitions of ‘developed’ and ‘developing’ countries. Members announce for themselves whether they are ‘developed’ or ‘developing’ countries. However, other members can challenge the decision of a member to make use of provisions available to developing countries (WTO 2011b).
The Dictionary of Trade Policy Terms (Goode 2003: 105) however defines developing country as: 

an imprecise term based as much on economic and social foundations as on political perceptions and aspirations. It is applied to a country that does not consider itself, or is not considered by others, in some or many respects as matching the characteristics of a developed country. Developing-country status remains largely self-declared. No objective standard is available to judge whether a country is truly a developing country. Often, developing countries are said to be those countries that are not OECD members. To others, developing-country status equates with membership of the Group of 77.
Vague and highly debatable, this definition is useful as it adds to the discussion a commonly accepted distinction between developing countries and OECD members. All things considered, three issues shall be emphasized.
Perhaps the most important, the first refers to the limitation imposed to the right of states to self-declare their status by an equal right given to every other member to challenge such decision. Rather than working as checks and balances, these conflicting rights require the new member to be ‘accept’ by all other members under its self-declared status. 
The second issue derives from this institutionalized playing field and refers the other members’ de facto use of their right to challenge a self-declared status. 
The developing country status is coveted as a pre-condition for SDT. Under the WTO’s one country one vote system - in which lobbying and bargaining is vital - it is especially unsafe for the emerging countries
 as they compete with both developed, all other developing countries, and LDCs.
The third issue is about the absolute inexistence of equivalence between the developed country status and the OECD membership (Nielsen 2011: 3-4). It is not only true as this is the case for Israel, Mexico, Russia, Chile and South Korea
 that, being OECD members, have simultaneously declared themselves developing countries at the WTO and currently benefit from the GSP (UNCTAD 2009). For Babu (2011: 345) the absence of independent determination of developing country status has actually weakened the groups' argument for strengthening SDT as a legal right.

Multilateral institutions adopt independent criteria to classify their member states. Although following similar logics, they have divergent taxonomies and rely on various indicators and methodologies.
3.4 Other international organization’s taxonomies
World Bank

The World Bank classifies countries as economies according to their Gross National Income (GNI) per capita in four categories (WB 2011a)
:
· Low income, with GNI per capita of $1,005 or less;
· Lower middle income, from $1,006 to $3,975;
· Upper middle income, from $3,976 to $12,275;
· High income, with $12,276 or more.

The use of income thresholds however does not equate income with development; it was adopted for it was “considered to be the best single indicator of economic capacity and progress”. And even though “the term ‘developing economies’ has been used to denote the set of low and middle income economies (…) [it] does not imply either that all the economies belonging to the group are actually in the process of developing, nor that those not in the group have necessarily reached some preferred or final stage of development" (WB 2011b). 
Two observations meaningfully question the appropriateness of this terminology. One is that the GNI per capita approach is highly criticisable for it ignores wealth uneven distribution, as well as for it does not weight for countries’ living costs and access to basic goods and services, under the presumption that economic growth and economic efficiency are not only necessary, but sufficient to bring about improvements in the people’s living standards (Nayyar, in Toye 2003: 36). The second is that the World Bank’s thresholds are absolute, rather than relative. Overtime, with a continued increase in average world income, the high-income threshold is expected to fall below the real average world income level, making it possible for all countries to be classified as low or high income at the same time (Nielsen 2011: 13). Boas and McNeill (2004: 9) suggested that the World Bank had already started the process of an evolving concept of poverty, a shift from income poverty towards inequality and multidimensionality. 
United Nations Development Program
The UNDP has developed its own classification system 
 around the Human Development Index (HDI) and the Human Development Report (HDR), both launched in 1990 Due to the multifaceted nature of development the HDI is an index composed by three indices measuring countries’ achievements in longevity, education, and income. In the HDR 2010, income was measured in the HDI using is Gross National Income per capita (GNI/n) with local currency converted into US dollars using purchasing power parities (PPP). Longevity as measured by life expectancy at birth; and education by a proxy constructed on measures of actual and expected years of schooling (Nielsen 2011: 8)
. 

Ultimately, classes of HDI differentiate countries as Low, Medium, and High human development (Op. cit. 19; UNDP 2010).
International Monetary Fund
In 1975, when the IMF’s Executive Board was seeking an operational definition of developing countries, and most of its members (107) insisted on their inclusion on the list. In 1977 the board decided in a close vote to designate as such 103 of them; the four remaining were Greece, Israel, Singapore, and Spain. Singapore, concerned about its classification for the purposes of the GATT, presented detailed statistics and supported that per capita income was not a reliable indicator of development. And even though the fund has not changed the indicator, Singapore was reclassified. In 1997, together with Korea and Israel
, the country was added to the new group of advanced countries (Nielsen 2011: 15-7), for their 
“rapid economic development and the fact that they now all share a number of important characteristics with the industrial countries, including relatively high income levels (comfortably within the range of those in the industrial country group), well-developed financial markets and high degrees of financial intermediation and diversified economic structures with rapidly growing service sectors (IMF 1997: 118)
From 1997onwards, some other members were graduated: Cyprus (2001), Slovenia (2007), Malta (2008), the Czech Republic (2009), and the Slovak Republic (2009). Although the fund did not publicly provide any rationale for that, Nielsen (2011: 17) notes that in the case of Slovenia, Malta, and the Slovak Republic the reclassifications took right after these countries joined the Euro area.
Currently, at the IMF the classification of countries according to their level of development finds there no criterion or theoretical ground that is generally accepted (Op. cit.: 3). The Fund’s annual World Economic Outlook (WEO) however adopts a classification system of a ‘mostly likely absolute’ threshold based on GNI per capita, with 2 groups: the Developed Countries and the Emerging and Developing Countries, with the latter having 2 subgroups: the Low-Income and the Emerging and Other Developing Countries (Op. cit.: 19).

Organization for Economic Cooperation and Development 
Already mentioned in this chapter, whenever in the absence of methodology or consensus for the classification of a country’s level of development, some international organizations have adopted an OECD membership as equivalent to the developed country status, and even UNCTAD partially replaced the industrial country grouping for OECD members in the 2007/08 HDR (Op. cit.: 9). But interestingly, the organization has not set a country classification system, although the preamble to its convention emphasizes that it is of the belief of the contracting parts that the “economically more advanced nations should co-operate in assisting to the best of their ability the countries in process of economic development” (OECD 1960).
3.5 Conclusion
Differently from the GATT the WTO proposes a more rule-based trade structure and a venue to discuss vulnerability and unequal treatment. Regulation and democratic principles have however not ensured that all countries are equally represented at the organization. Extremely heterogeneous, the developing countries group is particularly affected by this defective classification system. And because the WTO cannot bind the developed countries for the concession of SDT in an egalitarian and predictable way, diplomacy and bargaining continue to be encouraged, just like in the GATT times.
Through the granting of SDT or the imposition of commitments and disciplines, at the WTO the accession, classification, and graduation policies are observed to allow some manipulation of member and their resources. In all cases the developing countries are made more vulnerable under the developed countries’ leading position and bargaining power.

On the whole, none of the international institutions presented have developed a methodology capable of setting development thresholds, and the adoption of income per capita as such was recognized as inadequate by both the World Bank and the IMF. The absence of agreement on what defines a developing country is a common feature in all organizations.
Chapter 4 
Empirical Observations on Graduation
This chapter presents a case study whose main objective is to demonstrate if and how the WTO classification and graduation policy is negatively affecting developing countries. It first introduces the circumstances in which trade support for Brazil was checked to then scrutinize the given argumentation. After drawing conclusions on the case of Brazil, it extrapolates the case study to observe such policies can comprehensively undermine the developing countries’ international trade prospects.

4.1 Partial graduation of Brazil

On the 28th February 2006, a letter was sent to Robert J. Portman, then US Trade Representative, and Mike Johann, former Secretary of Agriculture, demanding governmental action to ensure all ‘world base exporters’ the same disciplines applicable to developed countries at the WTO. Based on shares of the world trade sixteen farmers associations in the US came together to claim the developing countries graduation, as well as specific disciplines that, according to them, the Doha Round final document must contain for their major competitors (MDA 2006). According to official note (MDA 2006) released by the Ministry of Agricultural Development, their suggestions were to include in the WTO agreement the following restrictions for developing countries that export commodities:
1. The adoption of a 5% share of the world trade as criteria to identify competitive sectors and countries; 
2. (i) The adoption of equal percentages for cuts in domestic subsidies for, from the current 5%-10% to the 50% of developed countries. 

(ii) Countries that share more than 5% of world trade in any sector would not be eligible for the same exemptions given to developing countries under Article 6.2. 

(iii) New restriction at the SDT should be established in order to reduce or forbid subsidies or fiscal incentives for the development and exploitation of environmentally sensitive lands;
3. (i) The commitment to the same exports subsidies eradication and equal transition periods as those conceded to developed countries.
(ii) Identified competitive sectors in developing countries will not be allowed to enjoy the exemptions granted under Article 9.4, which are subsidies for merchandise and transportation.

4. Developing countries that are world-class exporters must be subject to the same market access compromises and have equal transition periods as those conceded for developed countries, compromises that are also applicable for Special Products and the Special Safeguard Mechanism.
On the 23rd of March, in Geneva, a coalition of farmer’s organizations from 51 countries (amongst which the US, EU, Canada, Japan, Korea, Indonesia, India, and Sri Lanka) lead by the EU claimed that global liberalization would give Brazil the “capacity to destabilize the world agriculture” and “kill” the sector in many parts of the world, creating a “geopolitical issue" in the words of Joseph Daul, then President for the EU Agriculture Commission. For Rudolf Schwarboeck, then president for the European Agricultural Union (COPA), the increase in exports from Brazil did not generate employment nor improved the lives 45 million poor people in the country (Moreira 2004). Donal Cashman, then president for the General Confederation of Agricultural Cooperatives in the European Union (COGECA) would have said that in the case of trade liberalization for agricultural products the European farmers will be unemployed the day after vis-à-vis the Brazilian natural competitiveness, and that it would be “wonderful” if they could undermine the Doha Round since the prices to be paid by farmers from the European Union are too high. For him, Brazil should hold back its ambitions both at the WTO and the negotiations between MERCOSUL and the European Union (Chade 2006). 
In April 2007, the US delegation in Paris, when negotiating with Brazil, India and the EU, reinforced its desire for Brazil to respond as a developed country whenever agriculture is negotiated at the WTO (Chade 2007).
In May 2011 it was the turn for the EU to announce a proposal for the reform of the GSP. Based on the World Bank’s annual country classification, it proposes to graduate as of 2014 any country classified as high or upper-middle income for the previous three consecutive years (ICTSD 2011, MRE 2011). At the same occasion the Japan announced it would also bring to an end such benefits.
The official position

In official note concerning the US farmers’ letter the Ministry of Agrarian Development stated that Brazil needed to resist the proposal and dissuade the American negotiators from their intent (MDA 2006). In reply to the statements made in Paris, the Brazilian ambassador Clodoaldo Hugueney would have said that it made no sense and the proposal could not yield. The official position in all cases was to refuse any attempt of reclassifying the country; it considered the initiatives as alternatives to legitimize the existing subsidies (Chade 2007).

Scrutiny of claims and arguments 

To start the legitimacy of the letter sent by the US officials should be questioned. It is not excluded the possibility that this quasi diplomatic communication was an attempt to set Brazil’s expectations for the coming negotiations at the Doha Round with the letter being sent a priori to legitimize the claim to be officially made during the negotiations. Given the US domestic utilitarian principles with electoral goals, it could have also been that the letter was simply forwarded to satisfy the farmer’s union, with no additional claims overtime; but that was not the case. Hence the US was committed with the proposal and insisted overtime on the reclassification. But since these are only speculatory asserts, the presented claims and argumentation are accepted and scrutinized. The firstly claim is that Brazil in what concerns agriculture is already a developed country; the second is on the country’ share of the world agricultural production and trade and its potential to destabilize the world production in the case of liberalization. The third is a request for Brazil to stop insisting on agriculture liberalization. The fourth claim refers to the use of SDT mainly by capitalized farms, with little or no impact in the poorest Brazilians’ lives. The fifth is the claim that economic thresholds are appropriate to determine levels of development and GSP eligibility.
First argument: Brazil’s advanced production and distribution conditions

As agriculture and livestock productive conditions are very heterogeneous in Brazil, for analytical purposes they are officially split into groups: the capitalized large scale production farms (“agricultura patronal”) and the small to medium land
 family owned and operated units (“agricultura familiar”). The latter grows crops and raise livestock inside the residential family land or nearby, on a subsistence basis. The group also includes arboriculturists, members of quilombola (runaway former slaves’ descendants) communities, seafood farmers, extractivists and fishermen (MDA 2009). Although they have relevant shares of the national export list, most of the internationally traded outputs (e.g. soybeans, sugar cane, beef, cotton, orange juice, eucalyptus) are produced by large scale systems whose production is mostly meant for external consumption. These structures demand immense arable areas, high technology and know-how, stocking and transportation infrastructure, use of fertilizers and agro-toxics that are not affordable for family farming structures. For their scale production capacity and world market share, those are the producers that mainly the US, EU and Japanese farmers (hereafter the claimers) are really concerned with (MDA 2006; 2010).
Table 4.1 presents the resources available for agriculture in Brazil and selected developed countries; since Brazil is being claimed to perform as such, comparison will be made with top agriculture performing countries. What one can infer from those figures is that Brazil, just like Australia, Israel, Japan, Portugal, and Spain, spends more than 50% of its total water resources in agriculture-related activities, a sector of strategic importance for them. Denmark, New Zealand, and the US, with about 41%, also show special concern for the sector.

Third in total pasture areas, second in total arable land, and first in total permanent crops area, in 2005 Brazil had the lowest share of capital stock in machinery (10.1%) and land (19.9%) among the six countries that spend more than 40% of the total water resources in agriculture, concentrating 63.5% of its capital in livestock, for what the country is more susceptibility to natural events such as droughts, floods, fires or epidemics, by the time it is also more prepared to respond to changes in demand. Its total capital stock amounted US$177,986 million in 2003, almost 3.5 times less that the US stock, but twice as much as Australia. With second highest consumption of fertilizers (8,634,041 tonnes) the country also had the lowest number of tractors available per hectare among all countries, making use of 25% less tractors per hectare than Canada, about 80% less than Estonia or Germany, and 95% less than Switzerland. 
In 2006 the value added by agriculture as a share of GDP was of 19.6% in Brazil, whereas 3% or less in Portugal, Spain, France, the Netherlands, US, and Germany. The sector shared 19.3% of all employment in Brazil, what was relatively comparable to the 18.9% in El Salvador, and very distant from the 2.6% in Canada, 3.7% in France, 2.2% in Germany, 4.3% in Japan, 7.1% in New Zealand, 11.7% in Portugal, and 1.5% in the United States (WB 2011c). 
Another important indicator would be the average income of workers, but these figures can and to some extent should not be compared for two main reasons. One is that they have not been made available by reliable sources - not even by the International Labour Organization (ILO); the second refers to Brazil’s chronic income distribution issues that impede any sort of generalization. For many are the workers not formally employed or belonging to family farming structures (where work can be non-remunerated), the use of minimum wage as a basis for calculation would not be appropriate as well
. In 2006 family structures alone engaged 12.3 million people (MDA 2009: 6). 

Table 4.4 shows an income per capita of US$ 2,140 in 2009, what ends up being very unrealistic for the reasons just presented. With the highest share of the world total agricultural population (81%), Brazil had the second lowest agriculture GDP per capita among all selected countries. Also relevant is the amount of external assistance received in 2006: almost US$ 226 million: 20 times what Poland received and 200 times more than Slovakia; the country was also the only one among all compared countries to receive Overseas Direct Aid (ODA), rather than donating it.

It was also claimed that Brazil made a distorting amount of credit available to subsidise agriculture, in spite of what an OECD report (2005:4) mentioned that in 2005 25% of all support to farmers was given through technical assistance. From 2003 to 2009, investments in technical assistance and rural extension for family farming rose from R$ 46 million to R$ 428 million per year
. Added to the support provided to people settled under the land reform program, the figure amounted to R$ 626 million in the 2009-2010 harvest alone (MDA 2010: 12-3)
 and family farms are now entitled credits for sowing, production improvement technical assistance, insurance against climate change, and support in cases of market volatility. It was due to these continuous investments that in the last 20 years grain production increased by 157.3% whereas the harvest area was increased by only 24.9% (MAPA 2011b). Observable in table 4.3, from 2001 to 2008 the per capita agricultural production in Brazil was increased by 36%, what was less than Latvia (48%), but more than the developed countries’ average.

The same OECD report showed that Brazil’s subsidies to agriculture were relatively low if compared to the organization member’s average. It included support to producers and the financing of general services to agriculture, such as research, education, and infrastructure, a total US$ 2.7 billion (0.5% of the GDP) per year between 2002 and 2004, roughly comparable to Australia (0.3%) and New Zealand (0.4%). Over the same period producer support accounted for an average of 3% of the value of gross farm receipts, what at that time was less than Australia (4%), and far behind the US (17%), EU (37%), or Japan (58%). OECD members were shown to maintain a 30% average subsidies support (OECD 2005: 3), and in 2003 they provided farms with US$257 billion in subsidies, distorting the global production trade (Maswood 2008: 49). In fact, it was the low support level to farmers that helped to boost the economy in the previous 15 years; the abandonment of ISI and the cheaper imports allowed agriculture to grow fast and become more productive, been the increase in arable lands a posterior fact (OECD 2005).
Table 4.1 – Agricultural Resources
[image: image10.jpg]


[image: image1.emf]ARABLE 

LAND

PERMANENT 

CROP

PASTURES

EXTERNAL 

ASSISTANCE

CONCESSIONAL 

(ODA)

CAPITAL 

STOCK

FERTILIZER 

CONSUMPTION

TRACTORS

Agricultural* Industrial* (1000 ha) (1000 ha) (1000 ha) (Current US$ '000)(Current US$ '000)

(US$ million

1

)

Machinery Land Livestock Structure (Tonnes) (Per 1000 ha)

1998-2007 1998-2007 2005 2005 2005 2006 2006 2003 2003 2003 2003 2003 2006 2006

Australia 75.3 10.0 49,402 340 395,407 -95,471 -95,471 62,217 24.1 43.3 18.6 14.0 1,903,522 -

Brazil 61.8 18.0 61,000 7,500 196,000 225,961 69,039 177,986 10.1 19.9 63.5 6.6 8,634,041 12.9

Canada 11.8 68.7 45,266 6,873 15,430 -179,319 -179,319 88,115 46.0 34.7 17.1 2.3 4,015,561 16.3

Denmark 42.5 25.2 2,332 7 368 -243,829 -243,829 10,348 24.7 35.3 30.7 9.3 304,956 -

Estonia 5.1 38.0 591 12 231 - - 1,390 77.0 15.7 3.7 3.6 42,298 60.5

Finland 2.7 83.6 2,233 8 33 -108,743 -88,617 6,522 40.7 19.0 37.1 3.1 304,027 -

France 9.8 74.5 18,517 1,126 9,907 -528,138 -515,586 97,978 19.6 29.0 47.8 3.5 3,491,426 -

Germany 2.9 82.1 11,904 198 4,929 -778,595 -778,595 68,940 53.1 11.3 30.6 5.0 2,306,976 67.3

Iceland 0.1 66.6 7 - 2,274 - - 364 56.0 1.0 30.1 13.0 21,649 -

Ireland 0.0 77.0 1,184 3 3,115 -44,205 -44,205 12,188 21.0 4.8 66.7 7.5 615,487 -

Israel 57.8 5.8 313 70 125 - - 2,338 17.0 64.4 14.7 3.8 92,400 71.6

Italy 45.1 36.7 7,780 2,554 4,402 -54,029 -54,029 57,806 22.4 52.7 21.9 3.1 1,305,785 -

Japan 62.5 17.9 4,360 332 - -1,299,044 -1,297,717 71,631 36.3 27.0 35.2 1.5 1,445,470 -

Latvia 13.3 33.3 1,092 13 629 - - 1,648 40.5 45.3 12.5 1.7 75,500 48.0

Luxembourg 60 2 67 -24,899 -24,899 - - - - - 17,618 111.2

Netherlands 33.9 59.9 1,111 32 795 -555,157 -555,157 23,397 10.9 18.9 64.8 5.4 345,000 -

New Zealand 42.2 9.5 425 63 11,224 -30,336 -30,336 15,321 10.6 34.0 31.3 24.1 995,494 -

Poland 8.3 78.7 12,141 378 3,387 11,544 - 25,565 61.0 16.1 15.3 7.5 1,970,700 120.9

Portugal 78.2 12.2 1,262 649 1,769 -4,670 -4,670 9,069 22.8 41.3 27.5 8.3 223,191 -

Slovakia - - 1,391 26 524 1,200 - 2,974 6.6 72.2 15.0 6.2 115,606 16.5

Slovenia - - 178 27 305 - - 2,160 58.7 5.5 31.0 4.8 57,317 -

Spain 68.0 18.5 12,913 4,931 11,320 -198,448 -198,448 102,926 31.6 51.4 12.9 4.2 1,792,813 78.6

Sweden 8.8 54.4 2,694 9 513 -328,116 -328,116 5,011 39.5 30.5 24.0 6.0 274,715 -

Switzerland 1.9 73.9 409 23 1,131 -96,434 -96,434 7,917 50.1 5.3 41.2 3.5 93,062 260.4

United States of America 40.2 46.1 172,448 2,730 237,700 -1,108,848 -1,094,366 619,749 28.3 57.2 12.6 1.9 20,247,000 26.0

World 70.0 20.0 1,391,826 142,191 3,381,758 15,499,204 9,700,354 4,057,599 16.0 54.7 24.2 5.1 165,268,579 -

COUNTRIES

% SHARE IN TOTAL 

WATER USE

SHARE IN CAPITAL STOCK (%)


Source: FAO Statistics Division / Yearbook 2010 (FAO 2011)
Table 4.2 – Most Competitive Crops’ Productivity
[image: image2.emf]Crops

2005 2009 2005 2009 2005 2009

Soybeans - Area harvested (Ha)

22,948,900.0 21,750,500.0 28,834,600.0 30,907,000.0 419,319.0 303,662.0

Soybeans - Yield (Hg/Ha)

22302 26365 28959 29578 28445 27749

Soybeans - Production (tonnes)

51,182,100.0 57,345,400.0 83,504,900.0 91,417,300.0 1,192,773.0 842,648.0

Maize - Area harvested (Ha)

11549400 13791200 30399000 32209300 8991658 8349445

Maize - Yield (Hg/Ha)

30402 37148 92852 103389 70331 69201

Maize - Production (tonnes)

35113300 51232400 282261000 333011000 63239749 57779546

Sugar cane - Area harvested (Ha)

5805520 8514370 373084 353659 664 70

Sugar cane - Yield (Hg/Ha)

728542 788543 713136 776341 713930 800000

Sugar cane - Production (tonnes)

422,957,000.0 671,395,000.0 26,606,000.0 27,456,000.0 47,405.0 5,600.0

Wheat - Area harvested (Ha)

2360700 2430250 20276600 20181100 26446369 25629514

Wheat - Yield (Hg/Ha)

19,734.0 20,802.0 28,230.0 29,886.0 51,208.0 54,053.0

Wheat - Production (tonnes)

4658790 5055530 57242000 60314300 135428123 138535327

Brazil United States of America European Union


Source: FAO Statistics Division (FAO 2011)

There is an important discussion in what concerns authorized subsides that deserves consideration. When negotiations for agriculture liberalization take place at the WTO they aim at cutting subsidies, usually offering lower cut percentages for the developing countries. In the Agreement on Agriculture (AoA) signed in 1994, developed countries committed to cut 20% of all subsidies, whereas the developing countries up to 13% (WTO 2007: 28-9). But only apparently these figures would decrease the differences in subsidies practiced by them. For the Overall Trade-Distorting Domestic Support (OTDS) the US was allowed a US$ 48.2 billion, 268% more than the US$ 13.1 billion that Brazil was left with. Observed the particularity of the amber box
, the US was allowed US$ 19 billion and Brazil mere US$ 0.912 billion (Cedro 2008: 270-1). Based on Rawl’s theory of justice, the author suggests two possibly more adequate criteria to stipulate cuts: on each country’s population, and on the population directly employed by agricultural activities. In both cases the US allowed subsidies should be decreased
, to US$ 21 billion (or 160% of the amount allowed to Brazil) in the first case, and to US$ 2.9 billion if based on its rural population. In the currently applicable amounts every US citizen is allowed an average annual subsidy of US$ 8.400, whereas the Brazilian counterpart gets US$ 508 (Cedro 2008: 272-5).
Brazil is a country of high and still growing agriculture activity and its competitive advantages mainly derives from lower labour costs. High investments in technology and the development of genetically more productive varieties, low land prices and favourable soil and climate are all corroborating factors (Guanziroli 2006: 12). Overall Brazilian farmers can yield as much or more than its developed counterparts, although the country keeps considerable smaller productivity rates for the most competitive crops (table 4.2). In many cases, as for cotton, advantages from the lower land, wages, and machinery prices do not compensate for higher freight, insurance and all finance costs met in Brazil, all extra burdens that hinder production from the central regions form getting to world markets; yet in most of the northeast region cotton grows in less than 2 ha areas where families use rudimentary techniques, have little information, and make use of low or no inputs and equipment (Op. cit.: 71). The main challenges faced nowadays by the Brazilian agribusiness are the collapsing logistics infrastructure for production flow; unfavourable exchange rate, with the Real getting stronger as imports increase and the US dollar devaluates worldwide; high interests compared to its competitors; overall trade barriers (tariffs and non-tariffs, subsidies, etc.); lack of scale delivery capacity for many products; products regularity and uniformity; exporting tradition; few known international trademarks; and an exporting culture (MDIC 2011).
In sum productivity per se does not explain how Brazil is developing agriculture and livestock productions and increasing their share in the world market. Neither does its adverse distribution conditions. There was more than one reason for what Brazil has changed its trade patterns.
Second argument: world trade share of agriculture products
Sharing 1.2% of the total world trade (WTO 2010), since 2002 the Brazilian foreign trade increased dramatically, changing from deficits to consecutive surpluses mainly due to a substantial increase in global demand for commodities. The country exports agricultural products as soybeans complex, sugar, coffee, concentrated orange juice, beef, and nuts (IBGE 2011a). It is currently the world’s largest producer of coffee and sugarcane, and a net exporter of soy (beans, meal and oil), cocoa, frozen orange juice, corn, tobacco, cotton, tropical fruits and nuts, as well as forest products (figure 4.1). The livestock production is present in many parts of the country, with cattle, poultry, pork, and milk industries (IBGE 2011a). In 2007, as observed in table 4.3, the world top food producers were the US, with 15.57% of the global production; Brazil with 5.82%; and France with 2.37%, each consuming about one half of its share in food production, a bit more for Brazil. In that same year the value of all agriculture exports for each of them were respectively, US$92,679 million, US$42,816 million, and US$ 58,810. For the US agriculture exports represented 8% of all exports, for France 10.7%, whereas for Brazil were 26.7%. Still from table 4.3, one can see that from 2005 to 2007 the average prices paid to producers by tonne of wheat was of US$220 in Brazil vis-à-vis the US$209 in the Netherlands and Brazil is actually not self-sufficient and import wheat. For a tonne of soybeans, Brazil had the second most competitive price, US$281, right after Latvia and the US$246 it received per tonne. For maize Brazil was paid US$169 against the US$ 133 in the Netherlands, the world most competitive producer of the commodity over that period. Figures change completely when referring to live cattle, a tonne was paid US$989 in Brazil against the US$ 1041 paid to Latvia or US$1047 to New Zealand. For a tonne of pigs, Brazil has also the cheapest prices US$818 per tonne, whereas Canada and the US had respectively US$1028 and US$1036. The tonne of live chicken had in Latvia its lowest price among all selected countries: US$825, right followed by Denmark and the US, with US$ 883 and US$ 916, respectively. Brazil came in the sixth place with US$1053 per tonne.

Table 4.3 – Agricultural Production, Prices, and Exports
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2008 2007 2007 Wheat  Rice Maize Soybean

Coffee, 
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Pig Live Wt

Chicken Live 
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2007 2007

Australia 81 0.93 0.37 228 279 208 347 - 6659 305 1348 1295 946 23,643

16.7

Brazil 136 5.82 3.24 220 274 169 281 1184 1744 296 989 818 1053 42,816

26.7

Canada 112 2.10 0.63 186 - 147 295 - 4482 624 1500 1028 1582 29,540

7.0

Denmark 105 0.35 0.10 221 - - - - - 462 1680 1303 883 16,481

16.0

Estonia 134 0.04 0.02 195 - - - - - 369 1391 1558 1496 905

8.2

Finland 101 0.15 0.09 212 - - - - - 535 1626 1375 1209 2,026

2.2

France 92 2.37 1.17 218 361 199 407 - 1283 438 2500 1281 1471 58,810

10.7

Germany 101 1.89 1.58 211 - 206 335 - 2397 429 2275 1503 1185 57,508

4.3

Iceland 97 0.00 0.01 - - - - - - 1203 5545 4174 3747 53

1.1

Ireland 79 0.11 0.09 205 - - - - - 391 2034 1815 1095 11,572

9.5

Israel 105 0.04 0.13 230 - 413 - - 3561 468 2796 2927 1241 2,099

3.9

Italy 91 0.90 1.17 256 371 213 253 - 3711 490 2909 1614 1940 31,571

6.4

Japan 97 0.51 1.84 941 1952 1119 1845 - 17262 719 11295 2841 1453 2,273

0.3

Latvia 148 0.06 0.04 208 - 246 - - 349 1041 1579 825 986

11.8

Luxembourg 91 0.01 0.01 214 - 184 - - 474 2612 2079 6322 946

4.2

Netherlands 90 0.24 0.29 209 - 133 - - - 458 2087 1388 1026 67,638

12.3

New Zealand 107 0.15 0.07 212 - 216 - - 314 1047 1631 1135 13,482

50.1

Poland 111 1.11 0.71 222 - 201 322 - 990 371 1469 1356 1090 12,824

9.1

Portugal 94 0.08 0.20 168 290 223 - 614 416 3409 1694 1236 3,989

7.7

Slovakia 109 0.11 0.09 207 - 192 340 - 1463 393 1865 1659 1104 2,105

3.6

Slovenia 97 0.02 0.04 211 - 193 335 - - 399 2007 1553 1287 1,253

4.2

Spain 90 1.08 0.77 261 396 246 335 - 784 471 2857 1058 1403 31,059

12.3

Sweden 94 0.19 0.15 143 - - - - 462 1385 2933 1087 4,559

2.7

Switzerland 97 0.08 0.14 443 - 306 750 - 12753 610 3968 2509 2094 5,431

3.2

United States of America 102 15.57 6.29 215 291 148 324 11589 3644 387 1979 1036 916 92,679

8.0

World 100.00 100.00 873,286

6.2

(US$/tonne)

COUNTRIES

PRODUCER PRICES, 2006-2008


Source: FAO Statistics Division / Yearbook 2010 (FAO 2011)
Table 4.4 – Agricultural GDP and Economically Active Population (EAP)
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Source: FAO Statistics Division / Yearbook 2010 (FAO 2011)
Table 4.5 – Social Indicators
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2005-2007 2005-2007 2009 National Survey 2008 2009 Survey year GINI Coef. Survey year GINI Coef. Survey year GINI Coef.

Australia ns <5 94.00 - - 81.00 5.00 1989 13 1994 35 - -

Brazil 12.10 6.00 69.00 22.00 2003.00 72.00 21.00 1996 18 2007 55 1996 85

Canada ns <5 89.00 - - 81.00 6.00 1994 13 2000 33 - -

Denmark ns <5 86.00 - - 79.00 4.00 1997 12 1997 25 1999/2000 51

Estonia ns <5 81.00 9.00 1995.00 74.00 6.00 2002 13 2004 36 2001 79

Finland ns <5 87.00 - - 80.00 3.00 2000 12 2000 27 1999/2000 27

France ns <5 87.00 - - 82.00 4.00 1995 12 1995 33 1999/2000 58

Germany ns <5 88.00 - - 80.00 4.00 2000 12 2000 28 1999/2000 63

Iceland ns <5 87.00 - - 82.00 3.00 1990 13 ... ... - -

Ireland ns <5 89.00 - - 80.00 4.00 1996 12 2000 34 2000 44

Israel ns <5 87.00 - - 81.00 4.00 1986 13 2001 39 - -

Italy ns <5 85.00 - - 82.00 4.00 2000 12 2000 36 2000 80

Japan ns <5 88.00 - - 83.00 3.00 1990 14 1993 25 - -

Latvia ns <5 77.00 6.00 2004.00 72.00 8.00 2001 13 2007 36 2001 58

Luxembourg ns <5 85.00 - - 81.00 3.00 2000 12 ... ... 1999/2000 48

Netherlands ns <5 89.00 - - 80.00 4.00 1999 12 1999 31 1999/2000 57

New Zealand ns <5 90.00 - - 80.00 6.00 1989 13 1997 36 - -

Poland ns <5 79.00 15.00 2001.00 76.00 7.00 2002 13 2005 35 1996 / 2002 69

Portugal ns <5 79.00 - - 79.00 4.00 1997 12 1997 38 1999 75

Slovakia ns <5 82.00 17.00 2004.00 75.00 7.00 2001 19 1996 26 - -

Slovenia ns <5 83.00 - - 79.00 3.00 2000 15 2004 31 - -

Spain ns <5 86.00 - - 81.00 4.00 1990 12 2000 35 - -

Sweden ns <5 88.00 - - 81.00 3.00 2000 12 2000 25 1999/2000 32

Switzerland ns <5 87.00 - - 82.00 4.00 1998 12 2000 34 - -

United States of America ns <5 90.00 - - 78.00 8.00 2001 13 2000 41 2002 78

World 847.50 13.00 1998 16 2005 38

INEQUALITY OF INCOME INEQUALITY OF LAND

COUNTRIES

INEQUALITY OF DIETARY 

ENERGY CONSUMPTION


Source: FAO Statistics Division / Yearbook 2010
Graph 4.1 – Brazil’ Agriculture Share of the World Trade – 2009
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Notes: Data extracted on 11/11/2010. Products represent 51% of the world trade in 2009.
Source: Adapted from MAPA (2011b: 7)
Therefore two main things are to be inferred: one is that Brazil is about to become a world-level agriculture producer; the other is that it is becoming internationally more competitive overtime, just like feared by the developed countries. A report prepared to compare Brazil’s soybean production and impact on North Dakota and other producers (Flaskerud 2003) starts by saying that “[t]he impact on U.S. producers has been pronounced. While world trade grew by 33.1 million metric tonnes (mmt) during the 1987- 2002 marketing years, Brazil exports grew by 17.8 mmt and U.S. exports grew by only 5.2 mmt.” Even though Monsanto’s Roundup Ready soybeans and other biotech seeds continued to be forbidden in Brazil, costs of production for 2003 harvest were considerably lower in Mato Grosso than in North Dakota and Iowa, giving Brazil a strong competitive position in the world market even when US advantages on freight costs to Rotterdam were considered (Flaskerud 2003: 11), concluding that “U.S. soybean production and exports have been surpassed by South America and it is unlikely that the United States will be able to maintain market share. For U.S. producers, an expanding world demand is of the utmost importance” (Op. cit.: 14).

Rather than merely fearing to see Brazilian products competing internally with their local production, claimers are strongly concerned with the new markets that Brazil is conquering worldwide. This movement not only imposes limitations to their need to expand markets, but also makes Brazil less dependent on them; consequently reducing their bargaining power to deal with Brazil. Since 2003, Brazilian officials have worked to create new partnerships and to promote exports into new markets. Undeterred by the US disapproval, the former President Lula da Silva visited Cuba, Libya, Syria, and Egypt, among others (Morrison 2006: 343) to open alternative markets and overcome the limitations imposed by the US and EU markets. The result was shift in the agriculture exports main destines that significantly decreased the dependence on the US and EU markets as showed in table 4.6. In 2000 Brazil exported US$ 20.6 billion, out of which the EU and the US amounted for 59%. Ten years later, the same destinies were responsible for 33.8% of the total US$76.4 billion exported (MAPA 2011b: 3).

Table 4.6 – Brazilian Agribusiness Main Destinies

[image: image7.emf]Destiny 2000 2010

% %

Other countries 21 33

European Union (27) 47 25

China 3 15

Russia 3 6

United States 10 5

Iran 2 3

Japan 5 3

Saudi Arabia 2 3

Venezuela * 3

Egypt * 2

Hong-Kong 2 2

Argentina 4 *

Australia 1 *

Total 100 100

* not reported


Source: Brazil Ministry of Agriculture, Livestock and Food Supply (MAPA 2011b)

Henceforth, any increase in Brazil’s share of the developed countries’ agriculture markets would depend mainly on (i) a substantial increase of Brazilian competitiveness (e.g. the devaluation of its exchange rate)
; (ii) in the medium to long term with liberalization of trade in agriculture and the withdraw of price distorting subsidies, the relative reduction in Brazilian prices and rise of local product’s prices; (iii) advances in agriculture production followed by gains of scale that would put take Brazilian products to another level of competitiveness, further on allowing positive shifts in its market shares, in which direction also go Gartlan and Dorr Abreu (2010: 4). 

As just mentioned, movements towards the liberalization of trade in agriculture would make Brazilian exports even more competitive, and both the US and the EU are notably concerned with the negative shifts in trade patterns they may end up with. The OECD (2005: 5) report released the year before the first claim was made stated that Brazil was expected to be one of the biggest beneficiaries from reforms in OECD countries and elsewhere, also estimating that:

a 50% cut in tariffs and export subsidies globally and for all sectors, together with a 50% reduction of domestic support to agriculture in OECD countries, would provide a welfare gain to Brazil of USD 1.7 billion”, or equivalent to about 0.3% of GDP. Of these gains, 59% would come from tariff reductions on agricultural products by OECD members. The gains to Brazil from agricultural policy reforms in OECD countries account for more than half of all the gains to developing countries.
This is an interesting excerpt for it puts crystal clearly how the developed countries recognize their limitations in coping with a scenario in which free use of subsidies and tariffs are not provisioned. 
Third argument: Brazil’s international leadership

Brazil’s last decade’s economic policy was characterized by a unilateral commercial liberalization strategy that brought to an end the protectionist model adopted for the substitution of imports in order to promote internal competition and to align the foreign policy to the internal priorities. An ambitious scheme for sub regional integration was reflected by a resistance to sign agreements with developed countries, particularly with the US, the why the World Trade Organisation (WTO) has become the country’s preferential forum to negotiate commercial issues with these countries, with efforts concentrated in the Doha Round (Veiga and Rios 2011: 2). Particularly, two cases brought to the WTO's disputes panel have granted Brazil remarkable victories – and upset the claimers: one on subsidies for cotton in the US, the other on sugar in Europe. In both cases the WTO rules had been broken and subsidies were proved to be distorting the world trade. According to Neto, a former official from the Brazilian Ministry of Agriculture, regarded as the progenitor of the cases, said that “the demonstration effect of the litigation was as important as the actual remedies ordered by the WTO.” He has chosen cotton rather than soybean because the damage cause by the US's subsidy regime was obvious. "Then we wanted a case against Europe for balance, and chose sugar" he completed, telling that other countries and new cases should follow, although few other developing countries can afford to bring cases to the WTO, often expensive and complex: Uruguay in a case against the US rice support, or Argentina against European dairy payments (Beattie 2005). The rule against the US illegal subsidies to cotton farmers in 2004 – about US$12.5 billion – brought the case of other massive agricultural subsidies that, unfair and illegal competitive advantages in the global market.
The Brazilian leadership on the negotiations at the Doha Round is also of major concern for the developed countries. At the occasion of the WTO Ministerial Conference in Cancun (2003), when the Doha commitments were intended to be taken forwards, Brazil negotiated with 21 other developing countries (G-20+) a coalition to bargain altogether their interests – mainly agriculture related– against the de US and EU massive subsidies to farmers. Since then, the group has achieved important progress as in the case about pharmaceutical patents for HIV/AIDS generic medicine production. And although many uncertainties in a way started in Doha, one can already say that after 4 years since the G-20 and the Cancun Ministerial Meeting, the worse agreement would currently benefit Brazil, as well as the group of developing countries, better than the best agreement achievable at that time. For instance, in Hong Kong [2005], a date for the complete elimination of exports subsidies was finally set [2013], a point of great importance for the developing countries’ farmers (Amorim 2007a). All these reached, when coupled with the previous success in litigating an end to American and European cotton subsidies put the US and the EU in a very awkward position. 
The G-20 does have a pro agriculture orientation, there is however no common tactics since countries views often differ (Amorim 2007b), weakening the internal decision making. By showing to the many developing countries how they could benefit from having Brazilian products out of the competition, the US, EU, and Japan managed to undermine collective bargaining power and get support from so many countries for the graduation of Brazil in what concern to agriculture. ‘Divide and rule’; this old fashioned concept would better define the developed countries strategy to deal with the emerging countries’ leadership.
Fourth argument: SDT at the GSP does not go to the poorest people
Let’s first understand that SDT at the GSP is meant for development, in the terms specified by UNCTAD and the Marrakesh Agreement, widely differently from aid that is meant to directly reach the needy people in a specific critical situation. Development is and should be seen as “fundamentally confronting the origins of the unequal distribution of human wellbeing that currently exists in the world” (Verstappen 2011: 1), a process that requires long term complex structures to evolve before it is able to deliver the so desired outcomes.
In dealing with rural development, say Binswanger and Lutz (in Toye 2003: 151), it is under most circumstances a necessary condition to increase agricultural demand to achieve rural growth in general. And it is exactly because demand for staple food is inelastic to prices and income that rural regions cannot grow sustainably without trading with cities and internationally. 
Rural growth is necessary for rural poverty reduction. It is not enough, however, as Brazil dramatically shows. Growth must generate employment on farms and in the rural non-farm sector to be widely shared. This outcome is more likely where family farms dominate, rather than large, capital-intensive commercial farms (ibid.).

The government has only recently engaged in the development of rural areas and family farms, which already show spectacular results. From 1996 to 2006, the number of family farms in Brazil was increased by 412.598 new units, whereas the land occupied by them decreased in about 1% over the same period. In the north and northeast regions, the poorest in the country, GPV grew 11% and 9% respectively over the same period (MDA 2009). In 2006, there were 4,367,902 family farms, corresponding to 84.4% of all national farms that occupied 24.3% of all existing arable land, an average family land area of 18.37 ha. Non-family farms were 807,587, or 15.6% of all properties, extended over 75.7% of all land and in charge of the remaining 62% of GPV. In that same year, family farms were responsible for 38% of the total gross production value (GPV), approximately US$25,292,740,047.00
, what was about US$317.00 per hectare, and 89% higher than the capitalized units’ GVP. Family farms employed 12.3 million people in 2006, what is more than twice as much those employed by civil construction; non-family units employed 4.2 million workers. In that same year, family farms’ production was responsible for 70% of the national production of beans; 46% of corn; 21% of wheat 21%; 16% of soybeans; 58% of milk; 50% of poultry; 30% of beef; and 59% of pork Their production is mostly meant for the domestic markets, supplying 80% of the total food consumed internally, with special schemes to supply schools and social programs, such as the Zero Hungry programme (MDA 2009). In 2010 the family farm chain accounted for US$125 billion or 10% of Brazil’s GDP (MDA 2010: 12), and 32% of the total agribusiness GDP (Op. cit.: 25). 
The claim brought by the EU and the US does not take into consideration that the figures in Brazil have changed drastically in special as a result of economic growth and investments made with trade surpluses. Development in central-east Brazil (cerrado) followed the growing of soybeans that more and more occupy previously unproductive areas and cattle grazing fields, also fixing value adding activities, such as production, trade, and industrialization of oilseeds; other crops have also expanded ensuing the region’s development (Guanziroli 2006: 10). 
By the time it becomes the world first net food exporter and reaches high levels of income per capita, Brazil is still a country plenty of contradictions and slowly copes with poverty in both in the urban and rural areas. According to the 2010’s demographic census, 84.4% of the population live in urban areas; the remaining 15.6% live in rural areas (IBGE 2011b). Between 2003 and 2008, 24 million people rose from poverty, including 4.8 million people living in rural areas, or 17% of the rural population (MDA 2010: 10, Oxfam 2011: 5). 2009’s HDI was 69, the lowest among all developed countries (table 4.5). Literacy rate has however improved, reaching 91.1% for adults (15+) in 2008 (UNESCO 2011). Food insecure population was of 66 million people, those experiencing extreme food insecurity were 12 million, and 16 million were living in extreme poverty (Oxfam 2011: 5). Latest statistics (table 4.6) presented child mortality as of 21 per thousand born, people whose life expectancy is of 72 years old. These figures are, once again, the worst among all selected countries. With the Gini coefficients (table 4.6) for the inequality of land and income are not different and show for Brazil the highest rates (85% and 55%). 

In 2010 Brazil benefited from the US alone US$2.1 billion in taxation (US 2011) for all exports of all sectors. And although statistics on how agriculture has benefitted from GSP in the last years are scarce and outdated, it is not illogical to deduce that if the family farmers are not benefitting as much GSP would allow them to, two might be the reasons: (i) they don’t know about the programme; or (ii) they know but they are not eligible because they do not fit into the preconditions. In this case, due to GSP’s unilateral nature and the annual review of benefiting products, smaller farms do not have incentives to invest and adequate and or expand production. At the same time family farms have, as showed, governmental incentives to produce for internal markets. Incentives have the primary objective of protecting producers from the exchange rate’s volatility as well as from international dumping initiatives, and consumers, by ensuring their supply will not have to compete with international markets prices. This is the result of a national strategy for food sovereignty and rural development started in 2006
. Even though in 2010 family farms exported US$4417 billion. From January to June 2011, out of the total national US$ 118.3 billion in exports (MDIC 2011d), family farms were responsible for US$ 2.7 billion (or 2.28%) with outputs to Germany (11.57% of all agribusiness exports), China (11.04%), US (8.39%), the Netherlands (5.27%), and Japan (4.67%) (MDIC 2011c). Although still very modest, there figures are highly representative for the small farmers’ total earnings.
But also from the expansion of markets for the biggest production systems rural farm and non-farm activities grow. Indirect employment generation have been observed in the areas of agriculture products processing for the rural industry, civil construction and infrastructure, commerce, rural tourism, and handcrafting, for instance (MDA 2010). Currently, there are 40 companies in the lead of Brazil’s agribusiness, out of which only 8 are not nationals (Gartlan and Dorr Abreu. 2010: 9). This means a few important things: that 32 of the biggest agribusiness enterprises are in country in long term investments; that the profits and technology they generate are nationally retained; the people they employ and invest are mainly Brazilians, and that benefits acquired from GSP are not remitted overseas. 
Interestingly, the official note issued by the Ministry of Agrarian Development in response to the US farmers’ claim (MDA 2006) insisted that the reclassification would harm internal policy space that support family farms since credit is released on the basis of their condition as producers, as needy, not on what they produce. With a 5% market share as threshold five would be the impacted commodities’ production: corn, soybeans, chicken, beef, and pork, all of which have important participation of the family farms. 

Attention shall go in the direction of internal competition after the proposed graduation of Brazil and its exclusion from the GSP. Risks are that family farms, looking for governmental credit, would shift production towards those ‘authorized’ and non-competitive commodities, potentially exposing the whole country to food insecurity. Or, even worse, the capitalized farms production once no longer competitive overseas may impose strong internal competition to family farms, at least until they can reach new markets or readapt to new conditions. 

Finally, the increase in Brazil’s food production has been recognized as an important contributor for the decrease in world food prices. Ultimately, if the claimers do not recognize the value of SDT for Brazilian agriculture products, at least its contribution to a world that already faces a food crisis should be encouraged. 
Fifth argument: an economic criteria as a development threshold
Following the developmental logics presented in the previous section, the US suggestion of a 5% share of the world trade in agriculture as a measure to set a graduation threshold is incompatible with the nature of SDT, the GSP, and any serious development policy. Not for the 5% cut per se is not grounded in any reliable and broadly accepted study, but as approached in chapter 1, although correlation is recognized between international trade and development, theory hasn’t yet defined the means by which causation could be established. Hence market share - what is ultimately an indicator for competitiveness – once set as the criterion for developing countries graduation; this would mean a step backwards from all efforts to liberate development from its historical economicist conceptualization. 
In the case of Brazil, according to figure 4.1, productions to be immediately affected by the advocated policy are: soybeans, tobacco, coffee, beef, chicken, pork, maize, sugar, and cotton, five of them impacting the family farms, 50% of which are in northeast region, the poorest in Brazil (MDA 2010) where a few, if any, alternative is left. Looking outside Brazil, countries such as the Filipinas, Ethiopia
, or Ghana, that are very specialized and competitive in the export of agriculture commodities (bananas, coffee, and cocoa, respectively) would find themselves in extremely difficult conditions if this or similar policy takes place at any time.
The EU proposal is much more complex and imminent issue that may come into force in a two years window, bringing to an end 40 years of trade support to the developing countries. The EU proposes the exclusion from the GSP of all countries classified by the World Bank as upper middle or high income
 for the last three consecutive years as exclusion criteria, restricting it to the world’s 90 poorest countries (MRE, ICTSD 2011).
Karel De Gucht, the EU trade commissioner alleged that if GSP’s objective is to lift income via exports, it makes sense to use income as an indicator, and that exports are an important component of income, underlining its intimate link with GSP’s objectives, adding that the World Bank’s classification is “universal”, “widely used and updated”, and for it has already been used under current GSP, so that the policy “remains ‘coherent”. Yet, according to De Gucht 

the EU proposal redefines graduation in order to fully capture those competitive sectors which have already fully integrated in world trade and no longer need GSP preferences to maintain a large presence in international markets. (ICTSD 2011: 2)
And here graduation and exclusion from GSP are not synonymous. The former will depend on the World Bank classification or the pre-existence of Free Trade Agreements (FTA) with the EU, so that tariff reductions are better than at GSP and the country makes little or no use of preference
. In the case of graduation threshold will improve from the current 15% to 17.5% average value of EU imports for all products, except textiles, whose threshold shifts from 12.5% to 14.5%. Graduation will however not apply for countries belonging to Everything But Arms (EBA) or GSP Plus schemes
 (ICTSD 2001: 4-5).

The reform is, at least in theory, meant to “release competitive pressure on poorer countries” (ICTSD 2001: 5). Whether this shift of focus will really benefit the poorest is very debateable and will only be verified when it goes live. The proposal assumes that the graduating countries’ products are substitutable for those of the LDCs that, in their turn, would get better off by expanding their market share. But if for any reason the graduating countries maintain they market shares (due to demand elasticity or if they manage to decrease profit margins), then the reform will not reach its objectives, and the same will happen if, eventually, an advanced country strategically gets the market share left behind by the graduating countries (Op. cit.: 5-6). In other words, there is no guarantee that the poorest will occupy the space left by the graduating countries. Additionally the broadening of the GSP coverage is not expected, and since LDC products by default do not compete with the emerging countries’ (Gasiorek et al. 2011 in ICTSD 2001: 11-3), chances of benefiting from GSP new schemes are reduced. This eventually means that margins could be diminished for current EU exporting countries such as Brazil, India, Russia, South Africa, Ecuador, Cuba and many others, not necessarily (nor probably) at the benefit of the LDCs.
According to Bilal and Ramdoo (in ICTSD 2001: 6) there is a clear movement towards the signing of new FTAs. It is expected that 47.2% of all EU’s imports will be covered by FTAs by 2014 (Bilal et al. 2011: 6). 
The EU preference for FTA’s brings five major issues. Firstly it undermines multilateral negotiations, specifically those targeted at the Doha Round; then it leaves two alternatives to the developing countries: to reduce profit margins or to sign an FTA it they want to keep exporting to the EU, what brings about the other two issues. The developing countries’ bargaining power is very limited vis-à-vis the EU’s, even if FTA is to be negotiated between blocs; and with European interests in trade liberalization of manufactures, FTAs could harm the developing countries industrialization processes, what is crucial for them to get out of trap of agriculture based production. Finally, according to Maswood (2008: 48), as MFN tariffs are renegotiated down over time, the principle of SDT and the GSP erodes and developing countries that opt for not signing FTAs are left worse off.
 As mentioned in Chapter 2, the World Bank’s threshold does not reflect the real level of development and poverty of all countries. In its current classification Aruba, Bahamas, Bahrain, Barbados, Brunei, Gibraltar, Guam, Israel, South Korea, Hong Kong, Croatia, Greenland, Trinidad and Tobago, Oman, Qatar, the United Arab Emirates, Saudi Arabia, Macao, Taiwan, Virgin Islands, New Caledonia, French Polynesia, and the Marianas Islands, and even the Equatorial Guinea, an LDC, are all classified as high income economies (World Bank 2011), but they have certainly not achieved equivalent levels of development. The upper middle income countries’ list is even longer and includes many of more vulnerable countries. 
The automatic exclusion of upper middle income countries from GSP is highly criticisable for it points out the European Committee’s lack of commitment to a serious development policy: by adopting and defending a flaw development threshold - admitted by the World Bank itself; and for, exactly as proposed by the US in 2006, establishing a product threshold to deal with the emerging markets competitiveness. 

Conclusion
Figures have shown that overall (i) mechanization in Brazil is much below the developed countries’ standards; (ii) farmer’s ownership over land is limited, (iii) the country consumed proportionally high levels of fertilizers and pesticides, what characterizes intensive cultures; (iv) productivity is evolving fast; (v) the share agriculture in total employment is very high in Brazil; (vi) with low GDP per capita, serious income distribution issues, and formal structures of non-remunerated work, labour intense practices are observed to exist. And (vii) besides all achievements in production and distribution conditions, the country still depended on external assistance for agricultural development in 2006. In sum it is almost impossible to argue that Brazil’s production and distribution conditions are equivalent to those of the developed countries. The agriculture miracle seen in Brazil is nothing but the same seen in the American Midwest two hundred years ago. The blames on the country are the same put against the Chinese manufactured goods and the Indian textiles few years ago; any rapid rise of a low-cost competitor also raises claims of unfair competition from elsewhere. 
Exactly as referred to by Gilpin (1987) in Chapter 2, it was through the use of threats and promises that the most powerful states sought to alter the trading regime in order to improve their market position, what as suggested by Strange (1994) is also a sign of internal financial difficulties. In what concerns the support given by developing countries and LDCs’ to the claims against Brazil was strategically attained when the country was named their ‘common trade enemy’, in an attempt to undermine their articulation for trade liberalization.

The consequences of a possible graduation of Brazil are to be forecasted. Besides all social and economic achievements of the last ten years, the country still maintain particular features of poverty, inequality, and economic limitation, as it is to still have its foreign trade lead by agrarian exports. Among all developed countries considered, Brazil had the worst figures in most indicators. One thing is to say that Brazil no longer belong to the developing countries’ group, other completely different is to say it is hence a developed country. 

In all cases the propositions for graduation, reclassification, and changes in the GSP eligibility are limitedly connected – if at all – with improvements in the less advanced country’s levels of development and does not represent any enhancement in development policies. They have rather shown (i) to undermine the developing countries articulation for trade liberalization; (ii) to impose a competitiveness oriented (or product) threshold for trade benefits; (iii) to give the developed countries extra time and bargaining power to deal with their internal issues. Such initiatives not only expose the developed countries’ discomfort with growing competition, as it reveals – just as proposed by Gilpin and Strange – their preference for bilateral bargaining in spite of multilateralism. Finally, the proposals for the partial reclassification of Brazil are arbitrary and find no support in the WTO ruling papers.
Chapter 5 
Conclusions
This research has focused on elucidating how important it is for developing countries to have their class and needs legitimately defined and established across the main international institutions. It was possible by analysing theoretically and empirically the WTO policy for members’ classification and graduation. Its absolute lack of consensus and methodology for the classification of the developing countries has been proven to institutionalize a political playing field in which the developing countries are exposed to the vicissitudes of developed countries’ foreign policies. Multilateral institutions by their turn cannot ignore the need for clear definitions of developing and emerging countries, it is important for their legitimacy, for the global business community, and even more for the developing countries for its serious implications on policy-making.
Chapter two has shown that ideally SDT in trade is meant to increase the developing countries’ export earnings; to promote their industrialization, and to accelerate their rates of economic growth, and thence it is not a provision expected to reach directly the poorest people. Theory has shown that trade can support development as long as internal policies are oriented for the distribution of wealth and the rise of living standards. Developing countries shall work for the diversification of exports to minimize the impacts of market volatility in their foreign trade balances, and exchanges with the metropolis shall not be exclusive for it deteriorates the satellites’ terms of trade. Free trade is seen as potentially beneficial for the developing countries, mainly in agriculture, but its costs and benefits must be pondered as its effects can be very deleterious for less competitive. Still, trade relations are not the outcome of supply and demand forces; they are rather the product of a network of bargains in which power is directly proportional to the distribution of resources and political ties govern long term relationships. For their number and diminished bargaining power developing countries have in multilateral decision making their best common alterative to deal with global trade issues.
Chapter three summarized the main international institutions taxonomy and methodologies for the classification of their member countries, from which it was possible to infer that there is no conclusive nor agreed definition on what is it to be a developed country, nor which are the current developing countries; but rather a myriad of aleatory uses of the concept was observed. Similarly vague, the accession process for applicant states gives little guidance on the terms for admission and, once more, delegitimizes the WTO as truly representative forum in the defence of free trade.
Although the discourse around graduation suggests that a country has accomplished the transition period and sustainably improved its peoples’ living standards, chapter four has made evident that this is not true. Countries that still have a way to reach satisfactory levels of development have their status challenged and trade benefits supressed, as observed in both the case of Brazil and the EU GSP reform, scenarios in which graduation is only negatively meaningful for development. The arguments presented for the graduation of Brazil were shown all refutable and arbitrary, revealing the developed countries increased discomfort with its competitivity, besides a very limited commitment to the global development initiatives, for it not only threatened Brazil’s benefits at the GSP as, by aiming at the retrocession of the Doha Round, it also targeted ten years of the developing countries’ efforts. The recently GSP reform announced by the EU is also very criticisable for it cannot assure that the proposed GSP reform will benefit the 90 poorest countries is the world – what also is not the GSP objective; it was instead argued to stimulate the signing of FTAs with the developing and emerging markets. In both cases, the adoption of a product threshold to fill up the WTO lack of classification methodology is opportunistic and degrading for the developing countries’ historical efforts, for what it shall be categorically refuted.
It is therefore pertinent an effort to understand how and why initiatives for the withdraw of pro-development trade preferences take place by the time that a devastating financial crisis jeopardizes the United States and the European Union economies. Likewise, it is important to look at their countervailing measures on agriculture development as irreconcilable with the current world food crisis and prices at historical levels. What is at stake is the distribution of the resources (and thus power) over which they are used to have control. The fact that the world biggest markets and the WTO’s most powerful members are not committed with multilateralism and trade liberalization also questions the legitimacy and the future of the organization. 
Finally it is comprehensible that the developed countries see their economies threatened by the emerging countries growth and that it incites their struggle for the maintenance of their leading positions. That emerging countries are detaching themselves from the average group of developing countries reinforces the need for an adequate taxonomy and classification, although their separation could bring several of negative impacts for the remaining developing countries and the world as a whole. The development of adequate taxonomy and methodology for countries classification needs and deserves further efforts from academics, politicians and the civil society for its relevance in policy-related topics, particularly for the developing countries.
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Develop me not, graduate me.


A study on the WTO’s classification and graduation policy and how it negatively affects the developing countries.








� In New Delhi, 1968.


� Most-favoured-nation


� Also on the agenda, the issue on pharmaceuticals aimed to ensure poor countries access to cheap medicines produced by Brazil and India for their health crises. 


� Established by the Brasilia Declaration of June 3, 2003 (MRE 2003).


� See for instance the US GSP Guidebook for practical details on how graduation takes place on the basis of unilateral acts. (USTR 2011: 12-3)


� A list of countries was formally endorsed by the UN General Assembly in November 1971 (UN 2008: v).


� Added to the existing criteria in 1991 (UN 2008: 4).


� Some developing countries such as Brazil, India, Russia, China, Indonesia, Turkey, Mexico, and South Africa are informally classified as emerging countries for their recent industrialization and above world average economic growth rates.


� Messerlin (2007: 19) refers to South Korea, together with Australia, Canada, Columbia, New Zealand, Sweden, and Switzerland as medium-size economies “historically essential for moving the GATT/WTO process at critical times.”


� Converted into US dollars according to the World Bank Atlas Method (WB 2011a)


� Independent from the UN’s “macro geographical (continental) regions, geographical sub-regions, and selected economic and other groupings” (UN 2011).


� Refer to Nielsen 2011 for detailed taxonomy and classification methodology.


� Assuming as suggested by Nielsen (2011) that Israel was reclassified as a developing country between the two occasions.


� Not more than four fiscal modules.


� In 2002, of the 39.05% of total employment was generated by agriculture, but only 30.94% was officially remunerated (Guanziroli 2006: 5).


� US$ 27,732 million and US$258,032 million (as per December 31, 2011)


� US$377,396 million (ibid.)


� At the WTO Agreement on Agriculture (AoA), the yellow or amber box refers to direct subsidies authorized, considered the most dangerous for its distorting potential.


� Based on Brazil’s current US$ 13.1 billion allowed.


� In fact, it has been in fact of many economic analysts concern that the recent appreciation of the Brazilian real will eventually bring a substantial deterioration of the country’s trade surplus, leading it “once again into high current account deficits as soon as economic growth resumes” (Barbosa Filho 2003: 2). Its trade structure does not seem to be favourable to growth, with the trade-off between growth and real-exchange-rate being highly unfavourable. Additionally, “given some [Balance of Payments] constraint on growth, an additional 1% of GDP growth requires a substantial increase of the real-exchange-rate in order to keep Brazil’s trade balance stable in relation to GDP. (…) In fact, the roots of the problem lay deeper, namely: on the price and income elasticities of Brazilian exports and imports.” (Op. cit.: 12).


� Brazilian Real (R$) 54 billion * US$0.468 (exchange rate as per December 2006).


� National Organic Law of Food and Nutritional Security (LOSAN, law 11.346/2006)


� Ethiopia holds an observer status. 


� Respectively: $3,976 - $12,275 and $12,276 or more per capita.


� The GSP reform proposes some more detailed conditions that are not relevant for this discussion.


� Meant for LDCs and ‘vulnerable’ countries respectively.
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