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Executive Summary  
 
The world is experiencing a period of high food prices, which is estimated to have increased poverty by 
around 100 million people (Zoellick 2008). Because several structural factors underlie this phenomenon, 
high prices are expected to prevail for a number of years (Trostle 2008, FAO 2008). Among the factors 
aggravating the problem are export controls being imposed by some food exporting countries on major 
food exports.  Export controls can take the form of quantitative restrictions and embargoes or price-based 
restrictions in the form of export taxes. Such controls are undertaken in order to mitigate the impact on 
domestic prices, but by reducing international supply, they have been shown to actually exacerbate the 
increase of international prices.  Much attention has been given to the detrimental impact such controls 
can have on world prices. G-8 leaders argued in their July 8 Statement on Global Food Security, that it is 
ñimperative to remove export restrictions and expedite the current negotiation at the WTO aimed at 
introducing stricter disciplines on these trade actions which prolong and aggravate the situation, and 
hinder humanitarian purchases of food commodities.ò   

 

The question of whether these policies meet their stated domestic objectives, namely of mitigating food 
prices and poverty in the policy-implementing countries, has received less attention and is the subject of 
this paper.  Since Argentina is a country with a long record of substantial export taxes and quantitative 
restrictions on food exports, it is a good case study from which lessons could be drawn, although it must 
be kept in mind that each country presents a different set of circumstances, which should be taken into 
consideration.  Based on data from Argentina, this paper argues that such policies have in fact harmed 
the economic and social performance of the country. The argument is based on simulations of the socio-
economic impacts that the dismantling of the countryôs export barriers prevailing in mid-2007 could have. 

 

Key findings and conclusions of this paper include: 

 

 An elimination of export barriers in Argentina would increase production and employment levels 
of primary agriculture: it would could increase GDP between 2 and 4 percent and lead to an 
expansion of employment by 300,000 jobs, with the bulk of employment benefiting relatively 
unskilled workers living close to the poverty line. 

 

 Since income gains materialize at a slower pace and an elimination of export barriers would 
instantaneously raise consumer prices, temporary adjustment mechanisms would be required in 
order to reduce the social costs of adjustment. 

 

 Although the government would be faced with an immediate loss of revenues from an elimination 
of export taxes, it would be compensated by additional collection of income tax triggered by 
higher producer prices and expanded production.  Moreover, as the federal government is 
obliged to share revenues collected from income taxes with the provinces, which is not the case 
with revenue collected from export taxes, it stands to lose revenue from an elimination of export 
taxes whereas the provinces would gain.  Other taxes, such as land taxes, could also provide 
additional government revenue. 

 

 Quantitative restrictions imposed on beef should be eliminated in the short run as they reduce 
prices faced by farmers significantly more than those for consumers in addition to triggering rent-
seeking activities. 

 

 Export taxes should also be eliminated because they decrease GDP and increase poverty, but in 
a gradual manner so as to reduce the socio-economic and fiscal adjustment costs.  

                                                 
 This paper was written for the meeting of the International Food & Agricultural Trade Policy Council (IPC) held in 

Bogor, Indonesia, May 2008. In part, the discussion draws from work recently completed and co-directed with Dr. 
Alberto Porto for the Foro de la Cadena Agroindustrial (Nogués and Porto 2007).  The author appreciates the 
comments and guidance provided by Charlotte Hebebrand as well as those by IPC members on a previous draft at 
IPCôs May 11 plenary meeting in Bogor, Indonesia. 
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 Export taxes should be as uniform as possible; differential tax treatment weakens the 
cohesiveness of the agro-industrial chain to push for openness. 

 

 Whereas in some emergency situations, food price controls may be justified, such controls were 
maintained too long in Argentina and contributed to a distorted official inflation rate.  The long-
run costs of losing credibility in terms of country risk and access to international financing is 
higher than the countryôs short-run benefits.  Moreover, price controls are regressive. 

 

 The imposition of domestic export restrictions has harmed the competitiveness of Argentinaôs 
agricultural sector more than tariff and non-tariff barriers imposed by its trading partners. 

 

 There should be improved multilateral and regional disciplines on export controls ï akin to those, 
which exist for import restrictions.  
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I           Introduction 
 
The paper is arranged as follows:  this section presents some general characteristics regarding the 
importance of agro-industries and export taxation in Argentina. The paper then addresses the impact of 
export barriers on poverty using both macroeconomic and micro-simulations. Section II presents the 
analysis on the basis of macroeconomic data, while Sections III and IV complete the discussion with 
micro-simulations. Section III contains estimates of the impact of export barriers on the cost of Argentinaôs 
basic food basket, while Section IV discusses the income effects of dismantling barriers and presents the 
micro-simulation estimates. Section V addresses the likely comparative-static effects of liberalization on 
employment. Section VI presents Argentinaôs long-run stagnation in beef production and its social effects. 
This discussion highlights what can happen when a sector is taxed heavily. Section VII analyzes the fiscal 
effects of dismantling export barriers. Section VIII presents a discussion of the recent events that have 
triggered a high level of tension between the rural sector and the government. The paper concludes with 
some policy suggestions.  
 
I.1 Importance of agro-industrial chains (AIC) 
 
Some basic data reveal the importance of Argentinaôs agro-industrial sector:

1
 

 It generates 18.5 percent of Gross Domestic Product (GDP). 

 The direct and indirect employment resulting from its activity and its backward and forward 
interrelationships accounts for 35.6 percent of total employment ï half of this corresponding to 
direct and the remainder to indirect employment (Llach et al (2004). 

 The AIC accounts for approximately 56 percent of exports making it the most important net 
foreign exchange earning sector (about 20 billion U.S. dollars in 2006).  

I.2 Legal aspects 

Export taxes are not regulated by the Congress but administratively imposed and modified by the 
Executive Branch.  Such administrative actions do not require prior analysis as is the case for 
amendments to other taxes, such as the income and the value added taxes. Export taxes have low 
collection costs and low evasion rates. The amount collected goes to the National Treasury and is 
distributed by the Executive Branch based on its own criteria, an obscure form of administering fiscal 
resources.  
 
I.3 Levels and escalations of barriers 
 

I.3.1 Export taxes 
 
After a decade of practically not imposing any trade barriers against its exports, in early 2002 the 
Government of Argentina reintroduced export taxation across the board, with higher rates on some agro-
industrial and petroleum products. At the time, the country was in a deep social and economic crisis. 
Export taxes were seen as a fast way of obtaining resources for alleviating the increasing poverty rate, 
which was above 50 percent for some time. Under these circumstances, such policies were not opposed 
since the needs and objectives were clearly understood. More than six years later, with the country 
having experienced rapid economic growth, that crisis has been left well behind. Nevertheless, export 
barriers on agro-industrial products are much higher today than they were during the economic crisis of 
2002. 
 
The last review of Argentinaôs commercial policies undertaken by the World Trade Organization (WTO) 
Trade Policy Review Mechanism shows that, since 2002, export taxes applied on agro-industrial products 
have grown significantly (WTO 2007). Moreover, from that time onward (WTO data is from early 2006), 

                                                 
1
 Nogués and Porto (2007) present the details of the agro-industrial chains (AIC) that are included in this sector. 
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serious quantitative restrictions (QRs) and higher tax rates have been applied on an important subset of 
these products (more detailed discussion to follow in later sections). 
 
With regard to export taxes, the WTO report gives the following average rates for Argentina from 2002 to 
2006 according to sections of the ñHarmonized Systemò under the World Customs Organization: i) 
vegetable and animal fats and oils from 9.0 to 18.2 percent; ii) tobacco and beverages from 6.8 to 14.4 
percent; iii) leathers and furs from 2.9 to 4.3 percent; iv) wood and byproducts from 2.9 to 4.1 percent; 
and v) footwear: from 2.6 to 4.4 percent. 
 
This study uses data prevailing in 2006 and early 2007. Table 1 presents the rates prevailing in mid-2007, 
including the ad-valorem equivalents of quantitative restrictions affecting wheat and beef producers.  
 
Table 1: Export taxes and QRs (ad-valorem equivalents) on Argentinaôs agro-industrial exports 
 

Primary Products % Agro-industrial Sectors % 

Rice 10 Processed beef 33
a
 

Wheat 32.5
 a
 Other meat products 15 

Other cereals and grains 22.4 Vegetable oils and fats 24 

Vegetables, fruit, nuts, etc. 10 Dairy products 5 

Oilseeds 27.5 Processed rice 10 

Sugar cane 10 Sugar 5 

Vegetable fibers (cotton and others) 10 Other processed foodstuffs 5 

Other crops 10 Tobacco, beverages, etc. 5 

Beef 38
 a
 Tea, yerba mate, tea, etc. 5 

Animal products 15 
Other manufactures based on natural 
resources 

5 

Milk 10 

 Wool, silk, etc. 10 

Fishery products 5 
 

a
 Includes tax equivalent of QRs 

 
Source: WTO (2007) and analysis detailed below. 
 
It may be observed that the primary goods whose exports are affected by the highest export barriers 
include beef, wheat, and oilseeds: the two former as a result of export taxes and QRs, whereas in the 
case of oilseeds, the barrier consists entirely of high export taxes. On the other hand, in the case of the 
agro-industrial sectors, the most serious barriers are levied on the processing of beef and on edible oils 
and vegetable fats.

2
 

 
Differential export taxes (DETs) are the norm - primary products are levied at rates that are higher than 
those applied at the processing stage of the agro-industrial chains.

3
 This leads to the strong presumption 

that their elimination would have more positive effects on production and employment in primary sectors 
than on the agro-industrial sectors. However, as noted in Section V, simulations show that production in 
the latter sectors would also increase. 
 

I.3.2 Quantitative restrictions 
 
QRs applied to beef exports are administered by the ONCCA (Oficina Nacional de Comercialización y 
Control Agropecuario) on the basis of flexible criteria. As discussed in Section VI, meat processors that 
have benefited from government-awarded export quotas are receiving rents that are equivalent to the 
difference between the price paid to the primary producer and the international export price. As the former 

                                                 
2
 Section VI presents a discussion on the possible links between barriers applied on beef exports and poverty. 

3
 At times (mainly in WTO forums), the Government has argued that DETs are necessary in order to compensate for 

import tariff escalation by some industrial countries. 
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dropped steeply following the implementation of QRs, rents for the processors increased at the expense 
of primary producers. This intra-sector redistribution, occurring also in wheat and dairy products, plays a 
role in maintaining the status quo in favor of restrictions: the concentrated segment with political influence 
supports QRs, while less politically influential primary producers have found it difficult to organize to 
protect their interests.

4
 The short-term benefit for the beef-producing industrial sector is obvious, but over 

the medium and long term, it will result in the accelerated liquidation of reproductive capital (cows), so 
eventually all participants in this chain stand to lose by maintaining high taxation on primary exports.

5
 

 
I.3.3 Multilateral and regional regulations 

 
Multilateral and regional trade regulations show a clear contrast between the treatment of import and 
export barriers. Despite the two major crises the country has faced since opening its economy (the tequila 
crisis in 1995 and the 2002 devaluation), Argentine import tariffs have remained stable. This must be 
attributed to the Uruguay Round Agreement resulting in the binding of the maximum tariff rate at 35 
percent, and to the Mercosur common external tariff. 
 
In contrast, there are no meaningful rules or established disciplines on export controls in regional or 
multilateral agreements. Since Argentinaôs trade policy is the responsibility of the Executive, governments 
since the 1930s have resorted to export taxes in times of crisis and as a mechanism to increase 
government revenues; the Menem presidencies were the exception to this trend. 
 
Although the re-imposition of export taxes was justified by the serious nature of the 2001-2002 crisis and 
the objective of reducing the social costs of adjustment, their instability and their discretional use more 
recently demonstrates how the lack of international disciplines and the absence of domestic 
cohesiveness have negatively impacted the agro-industrial chains, and risk to undermine Argentinaôs 
comparative advantage. This vacuum of international rules and obligations is worsened by a political 
system (executive and legislative powers) featuring a striking absence of agro-industrial representation. 
 
As a result, in recent years, implementation of taxes to agro-industrial exports has been a spasmodic 
reaction to fiscal needs and increasing food prices. In spite of this, inflation has been increasing rapidly 
(around 30 percent per annum) and not surprisingly, the incidence of poverty is also increasing. 
Macroeconomic adjustment should not fall on trade policy but on fiscal-monetary-exchange rate policies. 
Unfortunately, the government has been slow in reacting (Section VIII). 
 
I.4 Other features of Argentinaôs export policies 
 
Argentine export policies have two additional features that should be emphasized. First, while several 
countries apply export taxes, they usually do so out of safety and environmental considerations, to 
counter tariff escalation in importing countries, or to protect market power and infant industries 
(Piermartini 2004).

6
 This means that the number of products that are taxed is usually small.  Argentina, 

however, applies broader and highly restrictive policies on its exports. 
 
Secondly, estimates show that for several important products, restrictive policies on exports are more 
distorting and consequently more harmful to Argentina than global agricultural protectionism (Anderson 
and Valenzuela 2007, Nogués and Porto 2007).  
  

                                                 
4
 As discussed in Section VIII, this is changing. 

5
 Slaughter of cows has recently been increasing above historical rates. 

6
 More recently, given the increase in international food prices, other efficient agricultural producers are taxing 

exports while importers are reducing barriers (FAO 2007), pushing international food prices upwards (Trostle 2008). 
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II Export Policies, Poverty, and Growth: Macroeconomic Approach 
 
The micro-simulations of impacts on poverty and indigence presented in Section IV differ from the 
macroeconomic focus summarized in this section. In fact, they are based on microeconomic information 
such as individual product prices and household incomes. However, the aggregate results show that both 
methodologies support the conclusion that the dismantling of export barriers would reduce the incidence 
of poverty. 
 
The macroeconomic approach to the analysis of the impact of dismantling export policies on poverty has 
two main steps. The first determines the impact that growth has had on the incidence of poverty, i.e. the 
poverty-GDP elasticity. The second step determines the impact that elimination of export barriers could 
have on GDP. Using these parameters, multilateral organizations such as the World Bank and the Inter-
American Development Bank have built scenarios showing the effects of the elimination of trade barriers 
(multilateral as well as regional) on poverty (for example, World Bank 2002 and Giordano et. al. 2007). 
 
The remainder of this section presents estimates of the impact of dismantling export policies on poverty, 
followed by a brief discussion of the relationship between trade policies and long-run economic growth. 
 
II.1 Macroeconomic approach 

Usually multilateral organizations work with regional average values for the incidence of poverty-GDP 
elasticity. However, in view of Argentinaôs past instability in connection with these two variables, this 
elasticity was estimated directly with national data. The data show that over the past twenty years there 
have been periods in which economic growth was accompanied by increases of poverty, as was the case 
when major structural reforms were implemented from 1990 to 1998, and others, such as the period from 
2002 onwards, in which economic growth was accompanied by an important reduction of poverty (Graph 
1).  
 
The poverty-GDP elasticity estimated with data from 1998 to 2006 is -2.5 (statistically significant). The 
results also show that growth has diminishing effects on the incidence of poverty.

7
 The last finding would 

imply that using a poverty-GDP elasticity of -2.5 would overestimate the poverty impact of growth 
associated with the elimination of barriers on exports. As a result of these diminishing effects, as well as 
the fact that growth associated with the elimination of export barriers would be partially based on higher 
food prices, the simulations on the impact of barrier elimination on poverty will use the following 
(conservative) poverty-GDP elasticity values: -0.5; -1.0; and -1.5.

8
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
7
 The underlying values of the parameters are statistically significant (Nogués and Porto 2007, chapter IV). 

8
 Gasparini et al. (2007) find that for several Latin American countries the poverty-GDP elasticity is around -1.5.  
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Graph 1: Per capita GDP and poverty incidence 
 

 
 

        Per capita GDP index 
 

Bars: Incidence of poverty 
 
Source: SEL Consultores (2007). 
 
To determine the possible impact of the elimination of export barriers on GDP, this paper uses a World 
Bank general equilibrium model specifically designed to analyze the effects of alternative trade policies on 
the agro-industrial sectors (Anderson and Valenzuela 2007). In this model, known as GTAP-Agr, 
Argentina is individually characterized and simulations based on it show that elimination of export taxes 
would increase aggregate agro-industrial value added by about 32.6 percent.

9
 Once again, and for the 

purpose of being conservative, the simulations used agro-industrial growth rates substantially lower than 
32.6 percent: 15, 20, and 25 percent. Given the share of agro-industry in GDP (18.5 percent), the 
simulations used the following impacts on GDP growth rates from elimination of export taxes: 2.8, 3.7 
and, 4.6 percent. 
 
With these central values for the two main parameters (poverty-GDP elasticity and GDP growth), nine 
possible scenarios of the impact of the elimination of export taxes on poverty were constructed. Table 2 
shows that, under these assumptions, the incidence of poverty would decline in a range that fluctuates 
between -1.4 and -6.9 percent. The latter figure implies around half million people leaving poverty. 
 
II.2 Dynamic considerations 

These estimations are comparative-static in nature and therefore do not incorporate the possible dynamic 
effects of trade policies on the rate of economic growth. Once again, this is done with the purpose of 
being conservative, but it is important to remember that the literature documenting the international 
experience expresses a solid opinion in regard to the positive impact of trade liberalization on economic 
growth rate (for example, Sachs and Warner 1995 and Wacziarg and Welch 2003). Given the high level 
of Argentinaôs export barriers, their dismantling would represent an important trade liberalization program, 
spurring agro-industrial investment and general economic growth.

10
  

 
 

                                                 
9
 It is important to stress that the GTAP-Agr model does not incorporate the effects of QRs and increases in tax rates 

implemented since mid-2007.  
10

 Although it was not one of its important objectives, the Nogués-Porto report (2007) shows some econometric 
results sustaining this hypothesis for Argentina.  
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Table 2: Simulation of the impact of eliminating export taxes on the incidence of poverty (%) 
 

Poverty-GDP 
Elasticity 

GDP Growth 

2.8% 3.7% 4.6% 

-0.5 -1.4 -1.85 -2.3 

-1.0 -2.8 -3.0 -4.0 

-1.5 -4.0 -5.55 -6.9 

 
Source: Nogués and Porto (2007). 
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III Export Taxes, QRs, and the Cost of the Basic Food Basket 

Micro-simulations rely on two main sets of data: the cost of the basic food basket (BFB) and family 
income from the household survey. This section estimates the impact of eliminating export barriers on the 
costs of the basic food basket (BFB) and the basic total basket (BTB), while the next presents the micro-
simulation estimates. As seen below, both the macroeconomic approach and the micro-simulations show 
relatively similar results. 
 
The cost of the BFB compared to income is used to estimate the incidence of indigence, while the cost of 
the BTB (which includes food plus other basic consumption goods and services) is used to quantify the 
incidence of poverty.

11
 Estimates rely on two simplifying assumptions: first, that elimination of export taxes 

on foodstuffs and beverages in the BFB does not affect the prices of other consumption goods included in 
the BTB; and second, that adjustment of consumption prices to the elimination of export barriers is 
instantaneous.

12
   

 
The following table shows the structure of Argentinaôs BFB by product category estimated with prices 
prevailing in December 2006 ï the last month before the government began manipulating the cost of 
living index As seen, beef, cereals (mainly bread), and dairy products have the highest shares.

13
 

 
Table 3: Cost Structure of the BFB, December 2006 
 

Product Category Weight (%) 

Cereals and byproducts 16.5 

Beef 30.1 

Chicken meat 2.5 

Dairy products 13.4 

Fruits 6.4 

Vegetables 6.7 

Potatoes, etc. 5.5 

Vegetable oils 3.6 

Sugar 1.5 

Other 13.8 

Total 100 

 
Source: Nogués and Porto (2007, chapter II). 
 
 
For each item in the BFB (some 50 products), prices were adjusted proportionally to the rate of export 
taxes eliminated. Estimating the impact of eliminating QRs on consumer prices was not as simple, as a 

                                                 
11

 In Argentina, the cost of the BTB is estimated as a simple adjustment to the cost of the BFB through an Engelôs 
coefficient (Nogués and Porto 2007, appendix to chapter IV). 
12

 Econometric results tend to support this second hypothesis. This evidence consists of determining the speed of 
adjustment of domestic prices to variations in international prices using the Baffes and Gardner (2003) approach. The 
following table shows that in the cases of beef, wheat, maize, and soybean, the first period of adjustment is relatively 
high. Once again, the hypothesis of instantaneous adjustment leads to conservative simulations, particularly in first-
year effects ,as prices are likely to increase at a slower pace than assumed.   
 

Product Adjustment coefficient Adjustment over first period 

Beef 0.614 67% 

Wheat  0.604 64% 

Maize 0.674 85% 

Soybean 0.979 99% 

 
All coefficients are statistically significant. (Nogués and Porto 2007, chapter III). 
13

 In the BFB, beef is over represented. This has serious consequences, as argued in the policy recommendations.  
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brief discussion of beef illustrates. In this case, the outstanding conclusion refers to the differential impact 
of QRs on the prices paid by consumers. Because price controls were applied in different 
commercialization points including retail sales, estimates could not rely on official price statistics.  
 
Because of this, estimates resorted to the opinions of a group of analysts knowledgeable of the agro-
industrial meat chain who concluded that elimination of QRs on beef could increase consumer prices up 
to 10 percentage points above the export tax of 15 percent. Therefore, simulations were performed 
assuming that elimination of QRs could increase meat consumer prices anywhere between 15 percent 
(the export tax on meat exports) and 25 percent.   
 
Wheat exports have also been affected by QRs. In this case, the quantitative analysis concluded that the 
impact on the price of bread associated with the elimination of QRs on wheat and wheat flour would be 
proportional to its input share. Under these criteria, the elimination of export taxes and QRs on wheat 
exports would increase bread consumer prices by 3.5 percent (Nogués and Porto 2007, chapter VII). 
 
Under these assumptions Table 4 shows the likely impact of eliminating export taxes and QRs on the cost 
of the BFB and BTB. 
 
Table 4: Impact of eliminating export taxes and QRs on the cost of the BFB and the BTB 
 

Policy 
Cost of BFB 

(pesos) 
Variation (%)

a
 

Cost of BTB 
(pesos)

a
 

Variation (%) 

Elimination of 
export taxes 

161.5 9.6 334.4 4.5 

Elimination of 
taxes + QRs

b
 

165.2 12.0 337.7 5.6 

Elimination of 
taxes +QRs

c
 

168.9 14.5 341.4 6.7 

 
a
 Proportional variation from base period 

b 
Assumed that the elimination of QRs on meat exports would increase consumer prices by 5 percentage 

points over and above the impact of eliminating the 15 percent export tax.
 

c
 Assumed that the elimination of QRs on meat exports would increase consumer prices 10 percentage 

points over and above the impact of eliminating the 15 percent export tax. 
 
Source: Nogués and Porto (2007, chapter V). 
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IV Micro-simulations 
 
In Argentina, the incidence of poverty is measured as the proportion of people earning less than the cost 
of the BTB, while the incidence of indigence is measured as the proportion of people earning less than 
the cost of the BFB. The previous section quantified the costs of these baskets while this section explains 
how income is determined and then presents the micro-simulation estimates. 
 
IV.1 Income effect 
 
Personal income data for measuring poverty is taken from the periodic household survey (Encuesta 
Permanente de Hogares). On the theoretical basis of neoclassical trade models, it can be shown that 
income is a function of prices (Porto 2003). Under this assumption, Porto and Sanguinetti (2005) 
estimated income-price equations for people of different skill levels and living in different parts of the 
country. Their results show that the income-price elasticity values were quite similar across these 
dimensions and fell around 0.7. For the simulations we used income-price elasticities of 0.7 and 1.0.

14
 

 
IV.2 Micro-simulation estimates 
 
Under these assumptions, Graphs 2 and 3 show the time-paths of the incidence of poverty and indigence 
corresponding to unitary income-price elasticity and a meat QR effect on consumer prices equivalent to 
10 basis points (Table 4).

15
 The assumption underlying these time-paths is that consumer prices would 

raise instantaneously as a result of eliminating export barriers but the income gains would not materialize 
for another  three years. On this basis, the micro-simulation estimates show that the incidence of poverty 
declines from 24.6 percent in the base period (last quarter of 2006) to 22.5 percent, or by 8.5 percent. 
This is slightly above the maximum estimate arrived with the macroeconomic approach (Table 2).

16
  

 
Given that indigence is estimated with the cost of the BFB only, these people suffer the full effect of 
eliminating export taxes, and as seen in Graph 3, end up slightly worse off in the absence of 
compensatory payments. 
 
The time-path shown in these graphs is constructed simply by assuming that each year one third of the 
final income adjustment takes place, so while elimination of export taxes is fully translated to prices in the 
first year, the income gains materialize at a slower pace. This suggests that in order to reduce the social 
costs of adjustment for the poor and indigent, temporary compensatory mechanisms need to be put in 
place. A brief discussion on the fiscal cost of such a program is presented in Section IX on policy 
suggestions. 

                                                 
14

 Porto and Sanguinetti (2005) used data from the 1990s, when a serious stabilization program was in place. More 
recently, wages of registered workers have been moving closer to prices, and during the first years following the 2002 
crisis, this trend has continued.  
15

 In these graphs, the scenario includes elimination of export taxes plus the more severe effect of the QR on 
consumer meat prices (10 percentage points). 
16

 With an income-price elasticity of 0.7, the after-adjustment incidence of poverty is 23.7 percent, which is also lower 
than the base value of 24.6 percent. 
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Graph 2: Incidence of poverty with unitary income-price elasticity 
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Pure price effects would increase poverty for roughly 590,000 persons. 
 
Source: Nogués and Porto (2007, chapter V). 
 
 
Graph 3: Incidence of indigence with unitary income-price elasticity 
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9.1%
8.7%
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6.0%
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Pure price effect would increase indigence for roughly 400,000 persons. 
 
Source: Nogués and Porto (2007, chapter V). 
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V Agro-industrial Employment and Export Barriers 
 
This section estimates the possible impacts of eliminating of export taxes on production and employment 
in the primary agricultural and agro-industrial sectors.

17
 A simple methodology was followed. First, for 

each agro-industrial sector estimate of production increases from export liberalization were available from 
Anderson and Valenzuela (2007). On the basis of sectoral employment-production coefficients and 
assuming fixed proportions, the direct employment effects were estimated. The second step expands 
these results to include indirect employment effects. 
 
The results summarized in Table 5 show that elimination of export barriers would increase production and 
employment levels of primary agriculture more than that of the processing stages of the agro-industrial 
chains. This is because differential export taxes ï higher tax levels for primary than industrial producers ï 
increase effective protection of the processing stages to the detriment of primary producers.

18
 Therefore, 

the elimination of these barriers would have a more positive impact on the primary producers than on the 
industrial sectors. In any case, because net export taxes also discriminate against processing, these 
higher value added segments of the agro-industrial chains stand to gain as well.  
 
Table 5: Impacts of the elimination of export taxes on production and employment levels: 
weighted averages (by production, %) 
 

Sectors Production 
Employment 

Skilled Unskilled 

Primary 12.2 12.9 13 

Agro-industrial 8.4 2.9 1.7 

Total 10 7.1 6.5 

 
Source: Based on data provided to the author by Kym Anderson and Ernesto Valenzuela from their model 
(2007). Nogués and Porto (2007, chapter VI). 
 
Using conservative assumptions, the estimates in Table 6 show that when indirect employment multipliers 
associated with the expansion of agro-industrial sectors are incorporated, approximately 300,000 jobs 
would be generated through the elimination of export taxes. As mentioned above, the bulk of this 
employment would benefit relatively unskilled workers living close to the poverty line.  
 
Table 6: Jobs generated both directly and indirectly from elimination of export taxes in GTAP-Agr 
sectors 
 

Agro-industrial 
Sectors 

Base 
Employment 

Employment Generated 

Direct Multiplier Direct + Indirect 

Primary 1,296,000 168,000 1.62 272,160 

Agro-industrial 500,000 10,000 3.74 37,400 

Total 1,796,000 178,000 N.A. 309,560 

 
Note: Base employment levels are from 2005. The figure given for agro-industrial sectors is approximate. 
Multipliers are weighted average (by value added) of sector specific values of the 1997 input-output table. 
 
Source: Nogués and Porto (2007). 
 

                                                 
17

 These estimates are based on results summarized in Anderson and Valenzuela (2007). I am grateful to these 
authors for having shared the disaggregated results for Argentinaôs different agro-industrial sectors included in their 
model. 
18

 The rates of export taxes used in Anderson and Valenzuela (2007) are prior to the implementation of QRs on beef, 
wheat, and dairy products that started to be implemented in 2006. To this extent, the impact effect of eliminating 
export barriers on output and employment presented in this section are underestimates of the true effects: once 
again, a conservative assumption. 
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VI Beef and Poverty 
 
The purpose of this section is to summarize the causes that have led to the long-run stagnation of 
Argentinaôs beef producing sector. The discussion serves to illustrate what could happen to other sectors 
if their exports continue to be taxed heavily. 
 
VI.1 Price-setting scenario 
 
Beef production has remained stagnant for more than 20 years, and in the process, Argentina lost its 
position as the worldôs largest beef exporters, which it held in the early 1970s. This section argues that 
this decline is caused to a greater extent by governmental controls on meat prices than by sanitary 
problems or multilateral protectionism. This experience should be an eye opener because it could serve 
as a precedent for cereal production if the government continues to implement high export barriers. 
 
Argentina has always been associated with cattle breeding in the Pampas. It is therefore not surprising 
that beef is the most important protein-based consumption product of the population. Nevertheless, the 
high level of consumption shown in Graph 4 can also be attributed to relatively low meat prices. In 
Argentina, there is a vicious circle; during times of high beef prices, different types of controls have been 
implemented by successive governments. By maintaining low prices, consumption levels remain 
artificially high, affecting the cost of living and the BFB (Graph 4). In this way, the stage is set for the next 
round of controls when meat prices rise again, and governments seek to avoid reporting increasing levels 
of poverty. However, these policies have not been a successful means of combating poverty. 
 
Graph 4: Structure of annual per capita meat consumption, 2005 
 

 
 
Source: Nogués and Porto (2007, chapter VIII). 
 


