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Executive Summary
National Study on Domestic Agricultural Subsidy Policies
in the Arab Countries

Agricultural policies are among the important tools adopted by
Arab countries to direct their economic and social activities.
They are regarded to be as the most important link between
development strategies and plans to achieve the development
goals. Accordingly, the issue of humanizing Arab agricultural
policies lies at the top of the joint Arab action agenda, being
one of the major strategic objectives of the Arab Sustainable
Agricultural Development Strategy.

Similarly the Subsidy policies are considered to be one of the
most important means adopted by Arab countries in the face
of the adverse impacts of the contemporary natural and
economic changes, particularly the food and financial crisis.
Accordingly, many Arab countries provide subsidies for
agricultural production, particularly for small farmers, where a
variety of subsidies are provided including production inputs,
export and veterinary services subsidies.

The study aims mainly at highlighting the developments
related to domestic and export subsidies in agriculture in the
framework of the World Trade Organization (WTO), and the
negotiation positions of the Arab countries, particularly those
relating to domestic and agricultural subsidies. As well as the
identification of development policies and programs of
agricultural subsidies in the Arab countries before and after
joining to the WTO. This is beside identifying the impacts of
the developments of agricultural subsidy policies on
agricultural sectors and consumers, and providing
suggestions and alternative policies and programs for the
future agricultural subsidies in the Arab countries in the light
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of the natural, economic, and commercial changes at the
regional and global levels.

The Study consists of five chapters, the first of which focuses
on the developments of domestic and export subsidies within
agriculture in the WTO framework. It also deals with the
current general conditions of the agricultural sector.

It indicates that despite the varying conditions of the
agricultural sector among the Arab countries in terms of the
availability of natural resources, the availability of other
elements of production, the level of economic and social
progress and the role of entrepreneurs and the technology
used, yet the general feature of Arab agriculture is that of a
developing agriculture with regard to the volume and quality of
natural resources, availability of agricultural development
inputs, infrastructure of agricultural projects, agricultural
productivity and quality, and products competitiveness. Hence
the Arab countries are treated by the World Trade
Organization as developing countries in the negotiation
process, and in the application of the regulations of the
Agreement on Agriculture. The Chapter also discusses the
developments relating to domestic and export subsidies in
agriculture  within  WTO framework. It presents the
developments in the General Agreement on Tariffs and Trade
from 1947 to 1994, the establishment of the World Trade
Organization and the special regulations of agricultural
subsidy in the Convention of agriculture. It sheds light on the
negotiation positions of the ongoing negotiations on
agricultural subsidies, including the negotiation positions of
the various parties on agricultural subsides.

It also reviews the positions of the Arab countries in the
ongoing negotiations regarding the agricultural subsidy,
including the positions of the Arab countries within the
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framework of the negotiating positions of WTO even before
the Declaration of Oman and the Hong Kong Ministerial
Conference of December 2005.

The review revealed that the majority of the Arab countries
have done their best during the negotiations for accession in
order to maintain the level of domestic and export subsidies
they used to provide. The rest of Arab countries which are
currently negotiating the joining of the organization are also
sparing no efforts to maintain the same.

As it is well known, the acquired preferential and special
treatments by a member country before its accession to WTO
will persist regarding its commitment to the organization.
These special treatments vary from country to country, the
best being available for the GATT signatories (1947) as well
as those who joined the agreement and the WTO at the early
stages.

Since the establishment of the organization in 1995, the
general position of the Arab States' domestic and export
subsidies is being treated within the general context of the
developing countries, as no single country is able to change
what has been established in this regard.

Chapter two deals with the policies and programs of
agricultural subsidies in the Arab countries during the pre-and
post-accession stages. It also presents the results of the
analysis of agricultural subsidy policies and programs in Arab
countries that are either non-members or observers, including
Lebanon, Iraq, Syria, Yemen, and Palestine.

The chapter also analyzes the policies and programs of
agricultural subsidy in the Arab WTO Member countries
before their accession, beside highlighting their commitments
to the Organization. These countries include Jordan, Saudi
Arabia, Oman, Qatar, Bahrain and Morocco. Except for
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Morocco, the rest of these countries subsided agricultural
exports and has continued to do so during the post-accession
stage. Morocco used to offer two forms of such subsidy
before joining the organization. The first was the exemption of
the production inputs of export commodities from the customs
duties, and the second was subsidy of exports shipment.
Morocco has maintained the privileges of the two types of
subsidy as allowed for the developing countries in the
Agreement on Agriculture, because of its membership of the
GATT agreement and its participation in the Uruguay round of
negotiations before the foundation of the World Trade
Organization in 1995.

With regard to domestic subsidy, most of the said countries
used to offer such subsidy in different areas and techniques,
including trade-distorting and non- distorting subsidies. After
their accession to WTO, such States began to reduce the
volume of these subsidies.

Chapter three reviews the standard models used in the
formulation and analysis of the various subsidy programs and
policies, and in assessing their impacts on national
economies, on producers and on consumers. Because of the
diversity of such models, the chapter deals with the most used
models in this regards. These include policy analysis matrix
models, the partial equilibrium model, multi-market model, the
agricultural sector model, the analysis of agricultural subsidy
policies in light of external shocks, and the model of general
equilibrium. For each of these models, the chapter reviews
the methods and requirements of its formulation and uses as
well as the variables it uses and the indicators it measures.

Chapter four studies the economic and social impacts of the
subsidy policies on the Arab agricultural sectors. It discusses
the objectives and means of agricultural subsidies in the
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agricultural agreement, the problem of agricultural subsidies
among developed and developing countries, the general
features of the conditions of agricultural subsidies in
developed countries, the situation of agricultural subsidies in
developing countries, including the relative distribution of the
main forms of agricultural subsidies in those countries.
Regarding the impacts and implications of the international
agricultural subsidy policies, the chapter highlights the
developments of agricultural subsidies in the light of
international directives and obligations, and the implications of
the international policy of agricultural subsidies, as well as the
impacts of subsidy policies on the Arab agricultural sector in
general. Of importance among these impacts is the decline of
the value of the Arab agricultural GDP, the increase of the
value of Arab agricultural imports and decline of the value of
the exports of some agricultural commodities.

The chapter also reviews the implications of local agricultural
subsidy in the Arab States. It showed that the subsidy and
incentives programs, have contributed efficiently to encourage
farmers to adopt improved systems of production in many of
those countries. On the other hand, the reduced allocations
for agricultural subsidies have adverse effects on agricultural
production in recent years in most of the countries. In other
countries, such as the Sultanate of Oman the reduction of
agricultural subsidy has resulted in the reallocation of
agricultural resources in a more efficient way, especially in
areas of comparative advantage such as vegetable
production and protected agriculture. The increased
allocations for areas of research and extension have also led
to increase of productivity levels, and hence agricultural
production.

The last chapter deals with the proposed alternatives and
recommendations for future agricultural subsidy policies and
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programs in the Arab countries in the light of the global and
regional natural, commercial and economic changes. It
explains the importance of agricultural subsidies and their
rational use for the Arab agricultural sector, and the impact of
the global food and financial crisis on the agricultural subsidy
policies.

The recommendations outlined by the chapter, include the
importance of trade permitted non distorting subsidies. Thus,
Arab countries have a broad range of focus on the use of the
permitted trade non-distorting agricultural subsidies (green
box). This is supported by their current remarkably low levels
compared to the requirements of the implementation of the
sustainable Arab Agricultural Development Strategy. The
study stresses the importance of coordinating the negotiation
positions among the Arab countries themselves, and between
them and the other developing countries. The study also
recommends the use of subsidies to increase the
competitiveness of Arab agricultural sectors. With respect to
the area of preparation for accession to WTO membership,
the study suggests the studies needed to be carried out by
those Arab States who are non-members of WTO. It also
suggests the preliminary studies and measures to be
observed by those Arab countries in the preparatory stage of
the accession.
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