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PREFACE

AAFERE AN L ELXTHER . RXFTRNAE
HTEREVEIXFABLULMENERFNFALIES
RERXEHE -—REARRK.

FPERATHEKRE 2000 F 3 AEAFAUR, %R
VRALFERHBORALFAUAFE mBEEWRE RS
BAMH, RALERRE 5 A# RFFS AR ARE
HEFEERULERARFERXFFXAASRTHNEAHLT
MARBEER 2B THHEEINEA R EQAF LS &
ETHBEFTREINERAERA R FARERTHHER
NHREABEX BB TREARBAOL K, EEA R KW
HEAXATHERAFRENERN T ORS T #,

hE-—FERAXBERNT. ATRFLZA, AL
XUELX FhE, “FTRAFEH FARZEL, AAN
ZHRE,RAENTERATHERAARANRA AL R E
X. PEREXATHERLET -HAEFREF, NS+,
RAESFRPIRGEFT  UAREBNFLBR.HFMN
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ABSTRACT

Since the negotiations were launched and the Agriculture
Agreement was accepted in the Uruguay Round, many countries
especially the developed ones have increasingly resorted to technical
measures to control the agricultural imports. It’s evident that
technical barriers to trade (TBT) have an increasing impact on
international agricultural trade, nominally to ensure the food
safety, protect the health of animals and plants and the
environment as well. Although it's natural for consumers to
demand a higher and higher standard of products with the pace of
science and society, the increase of consumers’ income, yet TBT
have played and maybe will go on to play a substantial role in
limiting the trade flow between countries, That’s why the policy-
makers, the interests groups and economists all attach great
importance to them. So it's quite significant to evaluate the
economic impacts of TBT.

There are nine chapters in this book. Besides the introduction of
chapter 1, chapter 2 provides background materials about TBT.
After describing the three different definitions of TBT-—the

neutrality-oriented, the trade flow-oriented and the welfare-
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oriented, the paper expounds TBT have dual functions. Their
positive effects are to protect the life and health of human being,
animals and plants as well as the environment in nature, but TBT
also can be used by trade-protectionists as instruments for trade
protection. To the importing country and exporting country,
TBT have definitely different impacts. The chapter makes a
comprehensive classification of TBT by policy instrument, the
scope of the measure and regulatory goals in order to provide an
introductive explanation to estimate the economic effects, and
forecasts TBT will dominate in the public policy debates in the
foreseeable future.

Because the impacts of TBT are complicated, chapter 3
studies the impacts by two models from the perspectives of trade
and welfare. The first simple small-country model of protection
postulates a situation where the foreign supplier of the good is
required to comply with some form of technical measure as a
condition of importation. Compliance with this technical measure
is assumed to involve a cost, which acts like a tariff on the
quantity of trade ( but without tariff revenue) and then the
technical measure is aimed to protect domestic producers. As a
result, the importing country suffers a loss, essentially forgoing
some of the potential gain from trade. Domestic producers gain
and consumers pay both for the producer gain and for the cost of
the useless measure. But this is only an extreme assumption,
because nearly all TBT are scientifically based more or less. The
second model postulates the technical measure is to correct the
market failure and address the externality caused by the imports,

under which the importing country’s supply and demand curve
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will shift. If the net national welfare is positive, then TBT are
welfare-enhancing. So they are economic reasonable. As to the
exporting country, the negative effects of TBT depend on the
scope of measure. If the measure used by all importing countries
is targeted to all the exports, the compliance cost will be shared
among the exports and imports in terms of price. Furthermore, if
the technical measure is used only by one specific importing
country, the cost will be absorbed entirely by the importing
country and the effect on any small export is not significant. But
if there is one and only target country, the compliance cost will be
borne by the exporter and results in the decline of export volumes
and trade gains which can be often observed in reality.

Following the analysis of chapter 3, chapter 4 and 5 try to
provide some approaches to estimate the impacts and evaluate the
various empirical approaches.

However, given the heterogeneous nature of technical
measures, a unifying methodology does not exist. Chapter 4
presents promising methodologies for modeling and quantifying
TBT in the agricultural sectors from aspects of trade and welfare
and mainly focuses on SPS and technical regulations that can have
an impact on trade and provides some quantitative estimate
methods of the impact of such barriers on market equilibrium,
trade flows, economic efficiency, and welfare, As to the trade
flow estimate, there are tariff equivalent( price wedge) method,
gravity model approach and inventory as well. As to the welfare
estimate, there is risk-assessment-based cost-benefit measure,
which also implies the shift of trade flow. The approach of cost-

benefit measure can identify the cost of technical measures and
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discern whether TBT are used to correct the market inefficiency
or to protect the domestic producers. The chapter finally also
points out their strengths and weaknesses of these kinds of the
methods.

Chapter 5 goes on to consider the welfare impacts of labeling
systems technically, If the technical measures such as the
mandatory and voluntary labeling which give consumers information
on GMOs ( Genetically modified organisms) content in foods
inform consumers about the product information, the consumers
will expect what they will get from the products-benefit or loss,
s0 the measures may increase or decrease the demand of
consumers. Because it’s hard to estimate the welfare impacts
accurately, chapter 5 tries to study why and how the two labeling
systems have different impacts on different firms and consumers.
With a dispute case of U. S and EU about labeling systems of
GMOs and a model of vertical differentiation in competitive
markets, chapter 5 evaluates the effects on price equilibrium and
welfare levels, taking into account of differences in consumers’
preference and implementation costs. It shows that the mandatory
labeling scheme would be optimal in those countries with more
GMO-averse consumers and no-GMOs practices producers.
Voluntary labeling would instead optimally be chosen in those
countries where producers are using GMOs and consumers are
more concerned about the costs savings resulting in this
technology adoption. The results are proved by the positions of
the U. S. A and EU. Meanwhile, the chapter pointes out that
China as the fourth big country of GMOs needs to enhance the

importing and exporting regulation of GMOs.
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Chapter 6 studies the relevant agreements of agricultural
technical barriers. They are “ Agreement on the application of
sanitary and phytosanitay measures”, “ Agreement on technical
barriers to trade”, “Trade-related aspects of intellectual property
rights”, “ Agreement on preshipment inspection” and “ Agreement
on rules of origin”. The chapter evaluates the agreements and
points out their possible negative impacts on the developing
countries which are also mainly TBT-restricted countries for their
lacking of technical innovation abilities, financing support, special
knowledge and necessary institutions so as to their limited
participation in international standard bodies.

Chapter 7 focuses on the TBT environment of China’s
exports. Due to laggard technology, China’s agricultural exports
such as aquatic products, fruits and vegetables and animal
products are greatly restricted by TBT. If the trade barriers
cannot be removed, China’s trade terms and welfare will be
suffered. The chapter elaborates the technical regulations and
measures implemented in U, S, EU and Japan which are main
countries restricting China’s agricultural exports.

Then, chapter 8 tables proposals to deal with TBT from the
perspectives of enterprises and governments which include taking
part in the international standard bodies, improving the
agricultural products safety system and supporting the domestic
firms by finance, policy, management and negotiation etc. The
empirical agricultural trade cases of Shandong Province and
Shanghai give support to the proposals. In the end, the paper
admits the best way to overcome TBT is the promotion of

technological and economic levels.
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Chapter 9 is the conclusion of the research.

The results of the research are as follows.

1. TBT have duplicate economic functions. On one hand,
their goals are to correct the market inefficiency caused by
externality as producing, marketing and consuming the imports.
On the other hand, they may lead to the rent seeking behavior of
some domestic industries as an instrument of trade protection.
For the specific feature of agricultural trade, TBT are more easily
to be used by policy makers as a tool to protect their own
agriculture. But without evaluation of TBT’s economic impacts,
any opinion should be cautious.

2. TBT have different impacts on importing and exporting
countries. A possible result is the decline of trade flow however,
if TBT provide harmonious standards so as to reduce the
transaction cost, the trade flow may be increased. In terms of the
welfare, if the net national welfare of importing country is
positive, it can be said that the TBT for importing country are
reasonable. For exporting country, the impacts of TBT may be
insignificant in some cases theoretically. But in reality, its trade
terms and welfare are suffered at least in a short time.

3. Up to now, a unitary approach to evaluate the economic
impacts doesn’t exist. The approaches of estimating the impacts
on trade flow such as tariff-rate equivalents and gravity modeling
and those estimating the impacts on welfare such as risk-based
cost-benefit analysis have their strengths and weaknesses. The
weaknesses lie in the simplification of the assumption ( for
example, the approach of tariff-rate equivalents divides the price

wedge into the tariff and TBT simply, so the impact of TBT may
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be enlarged. ), the data unavailability and the uncertainty of risk
assessments. Indeed, the information on how regulation affecting
the supply, the external cost and the price gap between imports
and domestic goods are the key to the modeling framework. Even
if the results caused by TBT may be observed, it’s hard to
quantify the TBT explicitly other than grasp some other
information such as the supply elasticity. Besides, the effect of
standards on consumers’ willingness to pay and information of
product’s credit attribution such as GMOs is perhaps even more
difficult to quantify, especially in the case of imaginary risks or in
the case of ethical characteristics of the goods. As a result, the
estimates are questionable in many cases.

4. For the controversial GMOs labeling barriers, a model of
vertical differentiation in competitive markets shows that
mandatory labeling may result welfare superior in those countries
where highly GMO-averse consumers are prevalent and producers
are using mainly a no-GMOs technology. On the other hand,
when consumers are not strongly averse and prefer the price
reduction associated with GMOs and producers mainly adopted
GMOs technologies, a country optimally prefers to enforce a
voluntary labeling system. The stances of U. S. A and EU can be
explained by the result of model. Meanwhile, as the fourth big
country of GMOs, China needs to enhance the importing
regulation of GMOs and promote the commercial producing of
GMOs to enter the foreign market and overcome the technical
barriers. To achieve the goals, China needs to deepen its
understanding of the global market and regulate its domestic

GMOs products effectively.
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5. As a restricted country by TBT, China's agricultural
exports will be circumscribed with higher exporting costs at least
in a short term. Its exports and national welfare will be both
suffered by the negative effects of TBT. In order to remove the
TBT, China’s enterprises and governments need to put more
efforts. What the governments should do is participating in the
international standard bodies to command the standard-making
rights and enjoy the special rights of developing countries;
establishing a sound agricultural safety system; providing more
supports and services which include giving more technical and
financial supports to big exporting firms, lowing the inspecting
and quarantining expenses, reinforcing the management of the
pesticides and animal drugs and preventing the diseases of plants
and animals; regulating the export rules to improve the exporting
environments; setting up a precaution institution for agricultural
exports; enhancing communicating with the international agencies
and foreign governments to remove the unreasonable TBT. It’s
also pointed out that the best way to overcome TBT depends on
the promotion of technological and economic levels.

However, this book is only to provide an analytical
framework for evaluating the impacts of TBT in view of
Economics. It has been a consensus that the TBT in agricultural
trade are not simply the economic affairs to some extent for they
are quite easily driven by non-economic factors such as political

groups in home and abroad.
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BSE Bovine Spongiform Encephalopathy R 4%
CODEX Codex Alimentarius Commission BfERE RS
EU European Union BX ¥
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OECD Organization for Economic Cooperation and Development
KFSEMERAR
OIE——Office International des Epizooties (International Office of
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PPM Production and Processing Methods 4= 5 i T 7 &
PRA Pest Risk Assessment % 4 ¥ X W44
SPS Sanitary and Phytosanitary T 4 fli ¥ 19 4 ( SR AT)
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UNCTAD——United Nations Conference on Trade and Development
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USDA United States Department of Agriculture EERZNZ

WTO——World Trade Organization t % 5441
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