Briefing Note and Comments on the Draft Paper:

‘Implications of Agricultural Special Products for Poverty in Low-Income Countries’, by Maros Ivanic and Will Martin

Summary

	The Ivanic-Martin paper contains fundamental misunderstandings of the Special Product (SP) proposal:

· It misrepresents the implications of SPs for tariff levels, erroneously claiming that it will lead to increases in the level of protection at the WTO, and failing to place the SP proposals within an overall context of falling tariff levels in 90 per cent of developing country agricultural tariff lines.  

· It wrongly claims that the sole goal of SPs is to raise agricultural prices, when the  policy intention and impact of SPs will lead to static or falling tariff levels at the WTO (and therefore downward price pressures) in all cases. 

· It fails to understand the method by which SPs would be selected – through the use of food security, rural development and livelihood security criteria, selected using detailed indicators. This leads to it misunderstanding the specificity of individual country product choices and misrepresenting the implications of this for their likely impact on poor people.

The methodology of the  paper contains serious flaws: 

· The analysis of SPs is based on a hypothetical upwards impact on prices – without examination of how and whether this price rise would occur under SP tariff proposals. 

· In scenarios one, two and three, the primary method of analysis is based on a hypothetical major price increase of 50 per cent. However:

· The authors note that this 50 per cent price increase is ‘arbitrary’ and ‘not intended as a realistic experiment’. 

· The paper makes no attempt to explain how the changes in tariff policy resulting from SPs would lead to this major price increase. 

· Scenario one and two contain assume a 50 per cent price increase on ‘exportable’ agricultural products. But tariff policy could have no conceivable impact on these products, thus making these scenarios meaningless. 

· The products chosen  as ‘SPs’ in the paper do not correspond to the products that the countries concerned would designate as ‘SPs’ – thus raising serious questions of whether this analysis is relevant to understanding the likely impact of SPs in these countries. 

· One of the four countries referred to is Zambia – a Least Developed Country which therefore will not have to make any tariff reduction commitments in the Doha Round and which is therefore irrelevant in any consideration of the impact of SPs.  

The paper is highly misleading in the way it presents its main findings 

· The paper’s most dramatic claims – that the use of SPs “would likely be (sic) very large increases in poverty, sufficient in some cases to undo decades of development progress“ – are based on scenarios that the authors recognise could not be achieved by the implementation of the SP proposals, yet still receive major prominence in the paper’s abstract and conclusions. 

· The paper’s scenarios that begin to take into account an assessment of the policy impact of SPs based on the possible changes in tariff policy under Doha Round negotiations - and are recognised by the authors as more realistic assessments – conclude: “We find that the special products proposal would, in fact, have no impact on agricultural prices or on poverty”. Yet this finding fails to be given prominence by the authors in the abstract or the conclusion. Nor does this finding lead to the paper’s more dramatic claims being properly contextualised as less valid as a result. 



1. A fundamental misunderstanding of the concept of Special Products

The authors claim to run a “series of five experiments that were designed to answer crucial questions regarding special products and poverty” 

One of the major problems with this approach is that the authors have a flawed understanding of the G33’s Special Products (SP) proposals, what it would mean for the implementation of tariff policy, and the likely economic implications of this. 

· Misrepresenting the impact of SPs on current levels of protection

The paper incorrectly asserts that the SP proposals will lead to increased levels of protection. 

The actual purpose of SPs is to promote countries’ food security, livelihood security and rural development objectives, by allowing countries to provide limited exemptions or to liberalise a limited number of products more slowly than would otherwise be the case.

The G33 have offered to reduce tariffs (and therefore their own policy flexibility) on up to 90 per cent of agricultural tariff lines. This provides potentially significant new market access for other countries.

Under the SP proposal, the G33 seek to maintain policy flexibility on 20 per cent of tariff lines. The proposed flexibility would be for 10 per cent of tariff lines to be exempt from tariff cuts otherwise agreed, 5 per cent of tariff lines would undergo reductions of 5 per cent and 5 per cent of tariff lines would undergo reductions of 10 per cent.  

There is no proposal to increase the flexibility that the countries concerned currently enjoy—indeed they propose to limit it with respect to nine-tenths of all agricultural products.

Nowhere in discussions on SP at the WTO is it implied that bound tariffs will increase as a result of SP flexibility. The flexibility is to make a lesser reduction in tariffs. It is therefore incorrect for the paper to imply that protection will increase, as it does in statements such as that on page 5: “increases in protection of the type resulting from the use of SP”. In other words, from the perspective of a liberaliser, at worst, the status quo in market access would be broadly maintained and in most cases improved.

· Incorrectly measuring the impact of SPs by hypothesising price rises

The Ivanic-Martin paper mistakenly asserts that the sole policy goal of SPs is “raising the prices of staple foods produced by subsistence farmers”.

The authors state, with some initial uncertainty, that “the goal of special products appears to be to raise the prices of qualifying products over an extended period” (although this interpretation is stated more categorically later in the paper: “Our analysis suggests that the fundamental goals of special products—raising the prices of staple foods produced by subsistence farmers”).  

The paper then assumes that the method to assess SPs is thus to examine what price rises for certain commodities mean for poor people: “Given this, the effects of special products can usefully be assessed through their success in raising average prices and their consequent impacts on poverty”. 

However, the policy goal of SPs is not to raise prices, nor would the policy impact of SPs be to raise prices.

As noted above, SPs would mean a lowering of bound tariffs on over 90 per cent of agricultural tariff lines and a preservation of existing levels of bound tariffs on 10 per cent of agricultural tariff lines. This provides no upward pressure on tariffs, and therefore prices, as a direct result of the implementation of SPs.
 

Even considering this, raising tariffs by one per cent is not the same as raising prices by one per cent. This depends on a wide variety of variables, including how much of the commodity is imported compared to the amount produced locally, and the structure of the internal market. This is particularly the case with a price rise of the magnitude of fifty percent that is used in this paper.

If the paper sets out to prove that dramatic increases in agricultural prices over a series of commodities are on balance a bad thing for net consumers of these products – this is one thing. 

But it should not conflate this hypothetical and general impact of price increases with the assessment of a specific trade policy tool whose policy purpose is not aimed at increasing tariffs or prices, whose implementation would not lead to tariff increases and where the relationship between tariffs and agricultural prices is not a direct one. 

· Failing to understand the method by which SPs would be selected

The paper also fails to understand the detail of the SP proposal as to how products would be selected, the criteria for product selection, and the implications of this for the individual developing country concerned.

At the centre of the G33’s SP proposal is the need for products selected to meet the criteria of food security, rural development and livelihood security based on a series of set indicators. 

This means that selection would be based, first and foremost, on whether a certain product meets the criteria set out by fulfilling the detailed indicators put forward by the G33. Those products that did not meet these criteria and indicators could not be selected as SPs. 

This approach has the strengths of:

· Targeting development needs rather than being based on arbitrary numbers 

· Giving market access negotiators additional flexibility, allowing those crops of developmental important to be selected, whilst giving flexibility to reduce tariffs in other areas

· Allowing product selection to be independently verifiable, by assessing whether they meet the criteria and indicators set out (albeit recognising that there may be data problems). 

During WTO negotiations the G33 has responded to requests by other members to provide numerical parameters for the selection of SPs – which lead to their proposal of an initial parameter of up to 20 per cent of agricultural tariff lines as SPs (see above). Most developing countries are likely to select fewer SPs than this 20 per cent parameter given the restrictions and nature of the criteria and indicator approach. 

However the paper does not seem to understand these proposals – ignoring the proposed method of selection via criteria and the implications this has for product selection and country specificity. 

Instead it states, in setting out its methodology by which it would assess SPs, that “the G-33 negotiating group sought to allow developing countries to make zero or small cuts in the tariff bindings on up to 20 percent of their agricultural tariffs” meaning that “countries could choose to exclude any products”. This interpretation completely ignores the role of criteria and indictors set out by the G33. 

Moreover the methodology of the Ivanic-Martin paper entails a selection of products that ignores the country specificities which the use of criteria would produce. 

The paper’s method of selecting SPs for analysis is to list a number of products which ICTSD have stated are among those that may be selected by some G33 countries: “wheat, rice, maize, sugar, chicken, beef, milk, dairy products, tomatoes, onions and potatoes”. 

The paper then assumes in its analysis that some of these products (the authors arbitrarily choose bovine meat, dairy, other meat, rice and sugar to use as the basis for analysis) are therefore the products that would be selected as special by a small group of G33 countries (the authors arbitrarily choose Pakistan, Zambia, Vietnam and Nicaragua).

But this ignores what Pakistan, Zambia, Vietnam and Nicaragua would be able to select and which they would actually be likely to. (Zambia as an LDC would have to make no tariff commitments in the Doha Round, making the authors inclusion of this country for analysis particularly irrelevant and indeed bizarre). 

Countries instead would designate as SPs those products which effectively meet these criteria in their own country. Products which are of minimal importance for maintaining livelihoods, but which the majority of poor households must instead purchase from the market – which are used as key examples of ‘SPs’ in this paper - are unlikely to be designated as SPs.
2. Flawed scenarios used in the paper’s analysis of the impact of Special Products

The paper runs five different scenarios by way of – it claims - assessing the poverty impact of the implementation of special products. 

However these scenarios are not realistic assessments of – and in some cases are completely detached from – the likely impact that SPs would have on economic policy. 

· Scenario One

Scenario one is “a simple, hypothetical increase of 50 per cent in the prices the potential special products identified” in four countries.

However the paper does not explain how the designation of a product as a SP would lead to a 50 per cent increase in prices. As noted above, SPs will not lead to a generalised increase in tariff protection. Nor is there a direct relationship between tariff policy and price levels. 

The paper notes that an increase of 50 per cent in prices is “arbitrary” and that the scenario is “not intended as a realistic experiment”.

Nor do the products identified relate to the SPs that the countries selected would choose. 

This flaw in the paper’s approach is tellingly revealed by the fact that some of the products the authors use in their stimulation are ‘exportables’ – upon which tariff policy could not have the price impact described, making the scenario effectively meaningless.

· Scenario Two

Scenario two is, according to the authors, “perhaps more realistic than scenario one” 

Scenario two retains an assumption that all prices for the products the authors select will rise by 50 per cent and that this will occur on both export and import crops.

The difference of scenario two is that it “took into account potential changes in wage rates resulting from the increase in prices”.

It finds that “because wages are an important source of income for many households, especially urban ones, the inclusion of wage changes results in a somewhat less adverse impact on poverty than under the first scenario”.

Like scenario one, scenario two includes in its analysis 50 per cent price rises in ‘exportable’ products – which could not be achieved by changes in tariff policy.

Both simulations one and two are meaningless as tools to assess the impact of SPs, since they are dependent on a policy outcome that could not be achieved with the policy instrument in question. 

It is therefore deeply worrying that these scenarios are the sole basis for the dramatic claims highlighted so prominently in the authors’ abstract and conclusions of a negative poverty impact of SPs. 

· Scenario Three

Scenario three recognises the weakness of the assumption in scenario one and two that tariff policy will cause price rises in ‘exportable’ products: 

“Recognizing that the policy instrument under consideration, higher import tariffs, can only raise prices for commodities in which the country happens to be a net importer, we removed from our simulation price increases to those commodities that are exported”

The authors then, rather confusingly, point out that the policy outcomes they first claimed were the result of SPs cannot in fact be achieved by SPs: 

“Fortunately, it turns out that the inability to bring about higher prices for those products that happen to be exportables reduces the damage done by the original policy of raising the prices of these goods.”

Scenario three also finds that:

“In addition to these omissions in price changes, many poverty-increasing price impacts are also removed from scenario three, and the resulting poverty increases are generally smaller.”

However this scenario still proceeds on the assumption of a 50 per cent price rise in importable products, thus failing to understand the likely policy implications of SPs or examine the links between likely tariff policy changes and price rises. 

· Scenario Four

In scenario four the authors begin to take account of tariffs and tariff policy – rather than assuming generalised price rises regardless of the likely policy impact of SPs. 

Scenario four starts to look at what SPs could mean for countries’ bound and applied rates at the WTO and what these tariff policy changes could mean for prices. 

“In scenario four, we take into account the fact that excluding a certain commodity from reductions in WTO bindings will not increase its price unless the reduction brings about reductions in its applied rate.”

In scenario four the authors assume that: If the reduction [of the bound tariff rate] does bring about a reduction in the applied rate, then exclusion of this commodity results in an increase in the applied rate relative to the post-reduction counterfactual.”
The authors conducted this analysis using the G-20 formula for developing countries proposed in October 2005, “but found no almost no reductions in applied rates in our sample”.

In order to find examples of reductions in applied rates the authors then go on to state that “since this formula was only a proposal and a final agreement would likely have required larger cuts, we increased the cuts by roughly twenty percent”. It is important to note that this assumed higher level of tariff reductions is not a likely outcome of a resumed Doha Round.

Under this newer and higher level of bound rate reductions the authors find that “only in one case, rice in Nicaragua, would exemption from formula cuts result in a 5.5 percentage point increase in the applied tariff rate, or a 4.3 percent increase in the market price”.

The authors conclude that in the single case of Nicaragua where they could find a likely assumed price rise “an increase in the price of rice due to a higher tariff would likely result (sic) in an increase in both rural and urban poverty”. 

However they do not examine whether rice is likely to be designated as an SP in Nicaragua, which seems unlikely given that rice is a crop that is “barely produced” by poorer households. 

· Scenario Five

Using this one product (rice) from one country (Nicaragua) the authors then goes on to try to examine this tariff rate rise using a general equilibrium model (GTAP): 

“To calculate the wage and other commodity price impacts of a simulated increase in the tariff on rice in Nicaragua. Unlike in scenario four where we assumed that the change in the import tariff would pass through completely to the domestic price, in this scenario we use a general equilibrium model that takes into account the imperfect substitution between imported and domestic goods (Armington assumption) in the real world.”

This approach, which despite the many limits of general equilibrium models takes account of tariff policy and economic variables, shows that the assumed increase in the rice tariff would “increase the domestic price by a much smaller fraction equal to a 0.2 percent, in fact, while wages would remain essentially unchanged”

The authors conclude that under these assumptions that take into account the likely tariff policy change in WTO negotiations and begin to recognise the intermediaries between this tariff change and changes in prices and wages: 

“Not surprisingly, such a small change in the prices and wages would have only a miniscule impact on poverty—so small that it is not even discernable in the last column of Table 5.”

This leads the authors to conclude:

“We find that the special products proposal would, in fact, have no impact on agricultural prices or on poverty under the most recent G-20 proposal for tariff cuts in developing countries”

This is a somewhat more modest claim than the initial, and well highlighted, assertion that SPs “could have disastrous consequences for poverty, undoing years or even decades of development progress, and putting at risk attainment of the Millennium Development Goals in some countries.”  
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1.  General.  It appears that the authors have fundamentally misunderstood the intended use of special products (SPs).  SP proposals are designed to leave in the hands of developing country governments the necessary tariff setting flexibility to address short and medium term disruptions of agricultural prices and supplies (e.g., import surges) for those commodities that are important to the livelihoods and food security of the poor.  

The proposed policy change can be stated as follows:  

· Many developing countries currently have significant policy flexibility with regard to agricultural tariffs due to the gap between bound and applied rates.  

· The G33, which has proposed the most ambitious SP proposal, have offered to reduce tariffs (and therefore their own policy flexibility) on up to 80 percent of agricultural tariff lines.  This provides potentially significant new market access for other countries.

· Under the SP proposal, they seek to maintain policy flexibility on 20 percent of tariff lines by exempting them from tariff cuts otherwise agreed.  The selected tariff lines would be designated based on criteria of food security, livelihood security and rural development.

Significantly, there is no proposal to increase the flexibility that the countries concerned currently enjoy—indeed they propose to limit it with respect to four-fifths of all agricultural products.  

Based on historical experience, we can expect that this more limited flexibility would continue to be used in the way the current broad flexibility has been used.  First, it would be used to offset reductions in world prices that arise from multiple sources: the well-known volatility of world agricultural supply and therefore prices; continuing or increased subsidies in the high-income countries, which could occur under some current Doha proposals; anti-competitive practices by trading firms; or from a variety of other sources that have historically caused declines in agricultural prices in domestic markets where trade barriers were not available or not used.  Second, it would be used to limit imports that threaten disorderly depression of domestic production of goods essential to livelihood and food security.  The governments proposing SPs appropriately recognize the balance that they must achieve between the impact of prices on poor agricultural producers and poor consumers of those goods, whether in rural or urban areas.   The use that is currently made of tariff policy space is what the proponent governments want to preserve—for a limited number of special products—for the future.   

The Ivanic-Martin paper mistakenly asserts that the goal of SPs “appears to be to raise the prices of qualifying products over an extended period.”  This is contrary to the stated objectives of the proponents and historical experience with the existing flexibility.  The authors themselves recognize that SPs could not be used to raise prices for goods that are exported, even if governments wished.  Notwithstanding this evidence of intent, experience and feasibility, they simulate dramatic (50 percent) price increases induced by tariffs on a large basket of products, including many that are exported by the countries in their sample.  The Ivanic-Martin study would have more relevance if it examined the impact of a 50 percent decline in prices of staples, rather than a 50 percent price increase, since SPs are designed to mitigate such negative shocks.   The appropriate simulation would be to model what might happen to prices and rural poverty if governments that currently have policy flexibility are required to cut all agricultural tariffs and thus lose their current policy space with respect to products that affect rural livelihoods and food security.  Even if the Ivanic-Martin simulations were revised to show declines rather than increases in prices, however they would still have a number of serious flaws, discussed below.

 2.  Simulations 1-3.  As the authors implicitly acknowledge (in their description of simulation 3 and conclusions), simulations 1 and 2 are meaningless as tools to probe the impact of SPs, since they portray a policy outcome that could not be achieved with the policy instrument in question (SPs).  These simulations include dramatic price rises for products that are exported, which could not be achieved with tariffs as a policy instrument.  Therefore it is highly puzzling that they present these two simulations as shedding light on SP impacts.  It is more puzzling still that they report the results of the two simulations in a rather sensational way (in the abstract and body of the paper), claiming that SPs could "undo decades of development progress—and push the already poor deeper into poverty”, despite acknowledging that SPs could not be used in the way they have modeled.   

In the third scenario, the authors repair this obvious flaw, by excluding products for which prices could not be raised by SPs, and find much smaller impacts.  The broader problem remains, however, that the simulation shows price increases, not declines.  And there is an additional major problem with the specification of simulations 1-3.  The simulation models a shock to a basket of eleven staples (including some that are barely produced in the four countries studied and therefore could not be the target of SPs).  The basket approach does not conform to the SP proposals, which are designed to allow governments to target particular staple products that are under pressure from world prices and supplies.  Simulating dramatic price increases in a large basket of goods means that the authors are bound to find poverty inducing impacts, but these results bear no relationship to—and shed no light upon—the potential use of SPs to mitigate shocks to particular products.  

On a more technical level, the partial equilibrium approach used in simulations 1-3 has limitations that make it largely inappropriate for an application such as this.  It is widely recognized that partial equilibrium analysis is valid only for small price changes.  This is because the failure to take into account the full range of equilibrating forces can produce results that could not prevail in a general equilibrium framework or in reality, due to countervailing changes in demand, substitution, arbitrage, etc.  Given the huge price changes simulated by the authors, the partial equilibrium framework is not suitable.

2.  Simulation 4.  This is the first of the simulations that attempts to deal with SP proposals in the real world context of Doha negotiations, by approximating the interaction of SPs with other proposals that also affect agricultural tariffs.  The authors model the application of a plausible formula for tariff reductions and find that it would force cuts in applied tariffs on only one product in the four countries in their sample, rice in Nicaragua.  They find that application of an SP exemption would then raise rice prices by 4.3 percent.  This exercise is not as far afield from the actual intent and impact of SPs as simulations 1-3, but it adds little to our understanding.  It suggests that the interaction of various tariff reduction measures in a potential Doha outcome will mean that SPs are not likely to be used extensively.  But that is already abundantly clear from the stated intent of the proponents, their history of use of tariffs to prevent price and supply disruptions and the fact that they propose to be able to use SP status for only 20 percent of agricultural tariff lines.  This result confirms the general observations I made about SPs in point 1 above, while illustrating the irrelevance of simulations 1-3.  

It is instructive to look at the specific case the authors report, because it illustrates the type of analysis they should have undertaken.  Rice is not produced by most poor households in Nicaragua.  However it is produced by the very poor households in the isolated Atlantic region of the country.  A separate study by the Bank on the impact of the United States-Central America Free Trade Agreement (“DR-CAFTA:  Challenges and Opportunities for Central America”, World Bank 2005), using a net producer-net consumer framework, found that liberalizing tariffs for imports from the United States on a basket of staples (including rice, maize, beans, wheat, milk, and several meat products) would have a negative impact on 20 percent of rural households who are net producers of the basket, compared to 80 percent who are net consumers of that basket.  However in the Atlantic region, 34 percent of rural households are net producers.  Other CAFTA studies have shown that rice production contracts more than any other agricultural product due to the tariff cuts (Joseph Francois, Luis Rivera and Hugo Rojas-Romagosa, “Economic Perspectives for Central America after CAFTA:  A GTAP-based Analysis, October 2005).  An interesting exercise would be to determine whether the government, by a targeted increase of tariffs on rice alone (as opposed to the entire basket of staples) could have a net poverty alleviating impact in the Atlantic region, where there is a high concentration of the poor, and what the impact would be on poverty in the country as a whole.  In addition to its inherent interest, this type of exercise is closer to the objective that the SP proposals are meant to address, namely the flexibility to counter negative price or supply effects from world markets on particular staple products.  This approach would help correct the systematic distortion in the Ivanic-Martin simulations caused by modeling a broad basket of products.  As a practical matter, Nicaragua has now agreed to phase out tariffs on most of these staples with respect to imports from the United States, and thus will lose its policy flexibility, regardless of the outcome of the Doha talks on SPs.  However the case illustrates the type of careful analysis that is needed of targeted SP interventions, an exercise that the authors chose not to undertake.

3.  Simulation 5.  Turning to general equilibrium models, most serious studies show that lowering agricultural tariffs will have a negative impact on agricultural household income in many if not most developing countries.  Since most poverty in the developing world is concentrated in agricultural households, the short term impact of agricultural trade liberalization is likely to be poverty increasing, but detailed analysis is needed to determine the impact for particular countries.  One of the more promising approaches to date that studies the link between agricultural trade liberalization and poverty impacts is co-authored by one of the authors of the paper under discussion, Maros Ivanic (Thomas W. Hertel, Maros Ivanic, Paul V. Preckel and John A.L. Cranfield, “The Earnings Effects of Multilateral Trade Liberalization:  Implications for Poverty”, World Bank Economic Review, vol. 18, no.2, 2004).  That study focused on Indonesia because of data availability.  It found that while trade liberalization by other countries, notably the developed countries, will be poverty reducing for Indonesia, Indonesia’s own liberalization will lead to a poverty increase, at least in the short term, and it will be concentrated on rural households.  More work should be done using this framework and the wealth of survey data that is readily available to Bank researchers.

4.  References to my work.  There are several references to my study (“Winners and Losers: Impact of the Doha Round on Developing Countries”, Carnegie 2006) in the Ivanic-Martin paper that are not accurate.  I will mention only one because it is substantive and relevant to the discussion here.  In footnote two, the authors state that I recognize that allowing exceptions for 20 percent of tariff lines “is enough to exempt virtually all agricultural imports in virtually all cases”.  This is not accurate.  The Carnegie study modeled a scenario in which developing countries were allowed to shield 100 percent of agricultural tariff lines from cuts (not 20 percent as proposed by the G33) and found that even in that case the negative impact on exporting countries was very small.  This was in the context of an ambitious manufacturing liberalization scenario, where only 10 percent (not 5 percent as stated by the authors at p. 5) of the gains arose from agricultural liberation.  However virtually all current simulations of plausible Doha outcomes show that agricultural liberalization gains arise overwhelmingly from high-income country liberalization—and flow overwhelmingly to high income countries.  Therefore the impact of less market opening by developing countries is likely to be limited.  The actual impact of exempting 20 percent of agricultural tariff lines, as proposed by the G33, on market access into developing country markets is highly contested.  A study by the WTO Secretariat (apparently of only two countries) claimed that in one case the unidentified member country studied could use the 20 percent to cover tariff lines representing 98 percent of current imports and in another, 94 percent.  However a separate study of 12 countries done by the International Centre for Trade and Sustainable Development found that the percentage would range from 6 percent to 41 percent, with an average coverage of 19.5 percent.  

5.  Next steps. Careful studies on the impact of trade on poverty are badly needed.  The authors have missed an opportunity to do analytical work on price declines in developing countries that are likely to result from those countries’ agricultural trade liberalization.  The World Bank has been faulted by its own Independent Evaluation Group for placing too little emphasis on poverty and distributional issues of trade policy reform.  (IEG, “Assessing World Bank Support for Trade, 1987-2004”, World Bank 2006.)  The IEG points out the need for better identification of transitional costs and assessment of the adequacy of institutions to mitigate or minimize shocks arising from trade.  Such management of external shocks to agricultural producers, and the related impacts on poverty, food insecurity and setbacks to rural development, are precisely the objectives of the proposals that have been advanced for special products (SP) by developing countries.  Better analysis of this policy should be seen as an opportunity for the Bank to take up an area that it has neglected to the detriment of poverty reduction efforts.   

� Applied tariffs are not under negotiation at the WTO and the negotiation and implementation of SPs can have no direct impact upon them
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