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ABSTRACT 

Export taxes and restrictions take various forms and their effects may not be limited 
to the countries that apply them. Developing countries use such export taxes and 
restrictions in pursuit of development policy objectives. The effects on third countries 
depend on the market power of the country applying them and the nature of the 
restriction or tax. Large developing and emerging economies are the main users of 
these types of instruments, which are often used to counter the distortions due to 
tariff escalation. Multilateral trade rules do not forbid the use of export taxes, but they 
do apply to export restrictions. The treatment of these instruments in Free Trade 
Agreements (FTAs) negotiated by the EU varies, even between the different 
Economic Partnership Agreements (EPAs). The EU should be flexible when it comes to 
the treatment of these instruments in trade agreements involving LDCs and small 
developing countries. In some cases, the EU should consider renegotiating existing 
agreements to remove strict prohibitions that can hamper development. 
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1 Executive Summary 
This study provides an overview of the issues relating to the effects of provisions in free trade agreements 
(FTAs) that limit the use of export taxes and other restrictions by developing countries. The focus is the 
provisions limiting these instruments in European Union (EU) FTAs with developing countries and 
particularly in the Economic Partnership Agreements (EPAs). The study also discusses how future FTAs 
might be shaped so as to address both concerns about trade distortions (on the part of EU industry) as 
well as the interests of the developing countries concerned.  

The study addresses the following: why countries use export taxes and restrictions; the legal implications 
of their use; the effects of limitations on their use; and it concludes with some recommendations on how 
the EU should treat these instruments in the EPAs and FTAs in general. 

Regarding why export taxes and restrictions are used, the report highlights the following: 

• Export taxes and restrictions operate by changing a firm’s supply decisions with respect to the 
quantities supplied in domestic and foreign markets. They operate either through the price (e.g. 
tax) or through restrictions on the quantities exported. 

• Export taxes introduce a wedge between the domestic and the international price. Export 
restrictions have a similar effect. Both instruments result in producers redirecting supply from the 
international to the domestic market.  

• If the exports affected are small, the effects of the export restriction or tax on other countries will be 
minimal. Producers from countries that apply export taxes or restrictions transfer resources to 
consumers (through lower prices) and to the government (through higher tax revenue). 

• However, if the country is a large supplier, the reduced export supply will affect international prices 
as well as consumers and producers in the rest of the world.  

• Export taxes and restrictions can be used to protect domestic consumers from increases in world 
prices. This is particularly important when the main products exported are also consumed 
domestically, evidenced by the important case of food products. 

• Because of the increased domestic supply, export taxes and restrictions reduce the price of inputs 
used in downstream production and thus provide an implicit subsidy to the domestic industries 
concerned.  

• Export taxes can be an efficient and relatively low cost way to raise government revenue. However, 
data suggests that they generally represent only a small share of tax revenue, except in relatively 
large countries such as Argentina and Russia.  

• Another use of restrictions and taxes on exports is in the management of public goods, such as the 
environment or use of natural resources. 

• The major users of export taxes and restrictions tend to be large developing or transition countries 
(such as Argentina and China). Argentina is a major user of export taxes and applies them on a wide 
range of products. China, on the other hand, uses export quotas and withdrawal of tax incentives.  

• Agricultural products (cereals, fruits, oilseeds and milling products) and minerals and mineral 
products (metal scrap) are the products most targeted by these measures.   

• Empirical evidence of the effects of export taxes and restrictions is limited. Only the effects on 
agricultural products have been studied. Elimination of the current export restrictions on some 
products (e.g., oilseeds in Argentina) may have important repercussions on world prices. Potential 
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consequences from the use of export restrictions by large exporters of wheat can also be very 
important.  

In terms of the legal provisions covering export taxes and restrictions: 

• Quantitative restrictions on exports are not allowed under the WTO. However, there are certain 
exceptions that allow temporary restrictions for some products to address physical shortages, or 
when it is deemed “necessary to the application of standards or regulations for the classification, 
grading, or marketing of commodities in international trade”. 

• Export taxes are generally allowed under the WTO. 

• Export taxes are not allowed in the EU-CARIFORUM EPAs.  

• In the other EPAs new export taxes are not allowed but existing ones can continue. There are 
however, some exceptions to this provision that would allow new measures to be introduced. This 
is particularly the case in the EU-EAC (East African Community) EPA. These exceptions generally 
address the main concerns of developing countries. 

• Export restrictions are generally not allowed under any of the EPAs and the treatment does not 
differ substantially from that under the WTO. 

In terms of the effects on developing economies of these legal provisions limiting the use of taxes and 
restrictions, the study finds: 

• The effects of provisions limiting or prohibiting the use of export taxes or restrictions on the 
domestic supply and prices of goods vary from case to case. Ex-ante studies indicate that the 
effects may be important in countries such as Argentina where export taxes are applied on a wide 
range of goods. When they are applied on foodstuffs, the effects on poverty may be particularly 
important.  

• In the case of Thailand and Indonesia, export taxes appear to have had very limited effects on 
prices, so that limitations on their use would also have a limited effect.  

• Only in the case of the EU-CARIFORUM EPA might domestic prices have increased as a result of the 
prohibition of the use of export taxes, but there is so far no empirical evidence to support this.  

• Limitations on export restrictions or taxes adopted with the aim of promoting higher value added 
production or industrial development do not appear to have much effect. 

• However, the removal of such instruments may harm some industries, and special attention should 
be paid to those that provide high levels of employment.  

• The potentially positive effects of FTAs on industrial development should not be overlooked. The 
EPAs could in particular help develop value chains within the EPA regions and with the EU.  

• Only large developing countries tend to rely heavily on export taxes to collect revenue. For other 
developing countries, the revenue gain from these taxes is minimal.  

• In the case of the EU-CARIFORUM EPA, Suriname has been negatively affected by the prohibition 
on the use of export taxes, but the effect is very small.  

• In the context of EPAs, the developing country partners of the EU were allowed to exclude up to 
20 % of the tariff lines from liberalisation. This enabled them to protect tariff revenue. Therefore, 
the fiscal effect of the EPAs may have been minimal, thus weakening the case for offsetting export 
taxes. 
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• Export taxes and restrictions have minimal effects on protecting natural resources or the 
environment. In fact, there are cases where they have made things worse. So the provisions in the 
EPAs limiting their use should not have any real negative effects on environmental policies. 

• In the context of the EPAs (outside of the EU-CARIFORUM), there are generally exceptions to the 
prohibition of new export taxes.  

• There are very few alternative trade policy instruments that could be introduced in FTAs to address 
the development policy objectives pursued by export taxes and restrictions.  

• One possibility would be to enhance development assistance in the form of technical cooperation. 

• FTAs may have other non-trade provisions that can address some of the development concerns. 

Finally, with regard to recommendations for the EPAs and future FTAs:  

• For FTAs with middle-income countries (and above), the EU should include stricter rules than those 
in the GATT.  

• FTAs with small developing countries, and particularly with LDCs, should not include stricter rules 
than the current WTO rules, even when the EU is negatively affected.  

• This implies that the EU may need to review the provisions in some EPAs, particularly the EU– 
CARIFORUM EPA, on export taxes, to allow the introduction of new export taxes more generally if 
LDCs or smaller developing countries need more flexibility. In the short term this could be done 
through a more flexible interpretation by the EU of the existing exceptions.  
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2 Introduction 
This study on ‘export taxes and other restrictions on raw materials and their limitation through free trade 
agreements - impact on developing countries’, addresses important issues related to trade liberalization, 
export restrictions and development. It complements the recent study of trade restrictions and illegal 
trade in raw materials commissioned by the European Parliament's (EP) International Trade Committee 
(INTA). The latter study focuses on the potential impact on EU access to raw materials and possible 
negative effects on global welfare, while the former, commissioned on behalf of the Development 
Committee, focuses on the development aspects of the use of export restrictions on raw materials as well 
as the impact of rules that limit or prohibit their use. This is of acute importance given the EU’s strategy to 
promote development and environmental stewardship through the liberalization of trade, particularly 
through trade agreements. Where the focus of the first study was the security of supply for EU industry, 
this study concentrates on developing countries, particularly small developing and least developed 
countries (LDCs). 

Export restrictions and taxes are a common feature of national trade policies in many countries. However, 
their use by countries to regulate the export of raw materials1 has increased over the last decade. This 
development spurred the OECD to launch a programme to investigate the economic effects of export 
restrictions on raw materials and set up an inventory of such measures. Among the products concerned 
are agricultural products, minerals, metals and wood. The EU responded to this development by 
establishing its initiative on raw materials that focuses largely on export provisions in bilateral and 
regional FTAs. From the perspective of developing countries, export restrictive measures serve important 
development purposes, including increasing government revenue, expanding domestic value added in 
the raw material sectors, enhancing environmental sustainability, and decelerating resource extraction. 
While scholars are divided over the long-term utility of export restrictions, and export taxes in particular, 
alternative solutions are not often viable due to the dearth of the necessary conditions (e.g. strong 
institutions and good governance) for such alternatives to be effectively implemented.  It is therefore 
necessary to analyse the impact of provisions limiting or prohibiting the use of such policy instruments 
on the policy space in developing countries and LDCs2, and on environmental protection as well as 
economic and social development in these countries. To this end, the study draws on available 
theoretical and empirical research.   

The study first presents an overview of the most important export taxes and other export restrictions 
employed by developing countries and the main policy aims they serve, based on the existing research 
and literature on the topic. There is coverage of the relevant provisions on the use of export measures in 
the Generalised Agreement on Tariffs and Trade (GATT)/World Trade Organization (WTO) and in the EU’s 
trade agreements with developing countries, such as the Economic Partnership Agreements (EPAs) with 
African, Caribbean and Pacific (ACP) states. 

Chapter 3 focuses on why countries seek to restrict exports, the growing relevance of export restrictions, 
and whether such restrictions affect international prices. We consider among other things the policy aims 
of the reduction and stabilisation of domestic prices, increasing government revenue, environmental 
stewardship and resource management, and pricing. Export restrictions take on various forms, the most 
well-known being export taxes. Do small countries enjoy terms of trade gains when they apply them, or 
do restrictions instead incentivise the adoption of inefficient practices? Do they help protect natural 
resources? Indeed, what options do developing countries have when provisions limiting export taxes also 

1 These are products that have received minimum or no processing at all.  
2 We follow the WTO definition, where LDCs are defined according to the UN definition, and developing countries are self-
selected.  
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restrict their main source of foreign income? We find that export restrictions may provide additional 
revenue, but only if the country is a large supplier of the product concerned, and possibly only in the 
short term. We conclude that the use of export restrictions increases with the degree of diversification of 
the economy applying them. This means that medium and large economies are more prone to use them 
than smaller developing countries. Export restrictions might have negative long-term effects on an 
exporter’s market position if they lead to consumers seeking alternative suppliers. Importantly, we do not 
find sufficient evidence to argue that export restrictions are helpful in offsetting certain detrimental 
effects of trade on the environment - a frequent justification for their use.  

Chapter 4 focuses on the legal provisions regulating the use of export taxes and restrictions, beginning 
with the texts of the GATT/WTO and the Agreement on Agriculture (AoA). A general finding here is that 
export taxes are allowed, and although there are provisions limiting export restrictions, there are 
sufficient exceptions that allow their widespread use. We then describe the main provisions found in the 
EPAs that the EU has negotiated with the ACP states. We focus exclusively on those that have been 
agreed, ignoring those still under negotiation. We find that the stringency of the provisions has changed 
over time and that the more recent agreements contain less stringent restrictions.  

In Chapter 5, we describe the potential effects of stricter provisions in the EU FTAs on economies of the 
small developing countries and LDCs. We focus on four potential effects: on the use of non-renewable 
resources or environmental considerations, on the development of industries and value added in exports, 
on domestic and/or consumer prices, and on government revenue. In general, we conclude that 
limitations on the use of export taxes or restrictions may have negative effects on different policy 
objectives of these countries.  

The study concludes with recommendations on how to address the treatment of export taxes and 
restrictions in the FTAs currently under negotiation or to be negotiated. We distinguish between the 
cases of FTAs signed with middle or high-income countries and those that include small developing 
countries and LDCs. 

3 Export restrictions and taxes: typology and effects 
Export taxes and other export restrictions aim to change a firm’s supply decisions with respect to the 
quantities supplied to domestic and foreign markets. Export taxes also provide a source of government 
income. Overall, export taxes and restrictions change the allocation between domestic and export 
markets, triggering changes in their respective prices and generating important transfers between 
economic agents. An export tax or restriction is expected to reduce exports and increase the domestic 
supply. For a given demand, this will result in a fall in the domestic price. Theoretically, and considering 
the international market exclusively, it is useful to distinguish between small and large suppliers of world 
markets. While the introduction of export restrictions in both small and large countries can be expected 
to result in lower domestic prices leading to a transfer of resources to domestic consumers and the 
government, restrictions introduced by large supplier countries can also be expected to increase world 
prices, negatively affecting consumers worldwide. 

Export restrictions take multiple forms and have various subsidiary effects. The impact in any given case 
will depend on the nature of the restriction, the product, and the market in which it operates. The most 
well-known measure is an export tax, but there are also export surtaxes, fiscal taxes on exports, quotas, 
and even price references. In some cases there are also outright prohibitions to stop - or licences to limit 
or control - exports. Table 1 provides a consolidated list of the main types of measures. 
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Table 1 Main Types of Measures to Restrict Exports 
Export tax Export taxes are collected on goods when they leave the customs territory. They can 

be set on an ad-valorem or a per unit basis. Frequently, they are referred to as an 
export surtax (applied in addition to export taxes) or fiscal tax on exports. The 
distinction is often dependent on national legislation or which branch of government 
(executive or legislative) imposes the tax. From an economic perspective, however, 
the difference in impact is inconsequential.  

Export quota Export quotas limit the quantity to be exported. 

Export prohibition  Export prohibitions place an absolute restriction on exports. 

Export license (or 
licensing requirement)  

Export licenses require authorization prior to export. This may be automatic, or 
require the submission of an application and other documentation. Licenses tend to 
exist together with export quotas and may serve non-economic aims (e.g. national 
security). 

Minimum export 
price/price reference for 
exports 

Minimum export prices or price references for exports reduce exports by making 
them uncompetitive in the world market. These tend to be used in conjunction with 
export taxes by preventing under-invoicing.  

Dual pricing scheme  Dual pricing schemes operate when governments (typically through a commodity 
board) establish different prices depending on where the product is sold.  

Reducing/eliminating 
VAT rebates  

Countries operating VAT systems sometimes rebate the VAT on exports. This reduces 
the profitability of exporting a product and thus promotes domestic sales. 

Limiting exit points  The Government may designate a limited number of ports or exit points through 
which exports of the goods concerned can be channelled, thus limiting exports.  

Export rights A country may limit the right to export certain goods to specific firms, forcing them to 
apply, register and in some cases even bid for such rights. 

Domestic market 
obligation 

A country may require that firms allocate a proportion of their output to the domestic 
market.   

Captive mining Captive mining requires processing firms to own the mine that produces their raw 
material inputs, or a country may make the award of mining rights conditional on the 
domestic use of the mineral. 

Source: Own elaboration based on OECD (2012) 

As in the case of import quotas, export quotas and licenses generate rents. Depending on the 
administrative mechanism, the rents can be acquired by the government (e.g. when they are assigned 
through a bidding process) or by the exporting firm (e.g. when they are assigned based on past export 
behaviour). This carries two important implications. First, governments can still raise revenue by using 
quotas without the need to impose export taxes that require parliamentary approval in many countries. 
The imposition of quotas or licensing can be seen as administrative tasks and applied through executive 
orders, thus avoiding messy political wrangling. Second, exporters will resist any attempt to eliminate 
rents resulting from previously accrued quotas or licenses, so firms do not necessarily resist the 
introduction of export restrictions.  

Importantly, most analyses assume that one can clearly distinguish between consumers and producers. 
We make the same assumption while discussing the theoretical distinction between large and small 
suppliers. However, what happens when consumers are not households but other firms or producers, as 
is often the case when the product is a raw material? In this case, an export tax may actually act as a 
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subsidy for the firm that uses the taxed product as an input in the production process, by reducing its 
domestic price. Indeed, this is one of the main reasons behind the use of export taxes and restrictions. 

Small suppliers 

The effects of export taxes differ depending on the size of the supplier in question (both in absolute and 
relative terms; see Annex 1 for a theoretical discussion)3. Before focusing on this distinction, it is useful to 
have a framework to analyse the effects of export taxes and restrictions in the economy. Firms can 
maximise profits by supplying both a domestic and a foreign market (Mendez Parra, 2015). In this 
context, dollar-denominated prices (minus transaction costs) in both markets tend to converge. For 
example, a rise in demand in the export market leads to an accompanying increase in the export market 
price. Producers alter their supply in response to such changes, increasing exports and reducing 
domestic supply. Assuming that the export supply is a small share of world demand, the increase in 
supply does not affect the world price. However, an increase in exports reduces domestic supply as total 
output in the short run is fixed. For a given demand, this generates an increase in the domestic price, 
which in turn eliminates the incentive to continue reallocating supply to the export market. The nature of 
this mechanism changes in the long run as production adjusts. As the average price (both domestic and 
export) rises above a marginal cost of production, supply increases and price falls in both markets. 
However, this adjustment is far from immediate and may require an important increase in the price.   

Export taxes and export restrictions affect the distribution of goods sold on the domestic and foreign 
markets, and in the short term impede the operation of the mechanism described above. In short, export 
taxes and other restrictions introduce a constraint on the maximisation of profits. For example, a tax on 
the products sold on export markets reduces the price obtained by the exporters, which leads producers 
to increase their supply in the domestic market despite the increase in the international price. An export 
tax therefore drives a wedge between the domestic and the international price. By reducing the effective 
export price received by a producer, the producer has less incentive to export. At the same time this 
increases the domestic supply, thus reducing the domestic price. As long as producers continue to export 
after the introduction of the tax, government revenues increase. As a result, producers transfer resources 
to both consumers and the government. An export restriction has a similar effect by limiting the quantity 
sold on export markets, which causes firms to relocate the excess supply to the domestic market.  

The mechanisms described above are expected to prevail in the case of small country suppliers where 
supply decisions have minimal effects on world prices and thus the world market. In these countries, any 
effect on price, quantity and welfare would be mainly confined to the domestic market, and transfers 
would occur exclusively between agents operating within the domestic market. There remains, however, 
a possibility that a number of small suppliers applying restrictions to the same product may have an 
influence on world price because of their combined supply. The implications of this case can be 
understood by considering such a group of small suppliers as a single large one.  

Large suppliers 

When a country represents a large share of the world market, the introduction of an export tax may have 
sudden and important implications beyond the country that applies it. While consumers in the country 
applying the tax will have an increased surplus (as in the small country/supplier case), national producers 
may lose if they are forced to take lower domestic prices relative to export prices due to the export tax. 
Once again, governments gain revenue, but the effect will be larger than in the small country case. The 

3 We refer to the commonly used distinction between large suppliers (countries) and small suppliers (country) frequently made 
within the context of partial equilibrium analysis. 
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terms of trade gains complicate the calculation of total effects on welfare for the country applying the 
tax. In the case of the small country, the result is negative whereas in a large country, the final effect 
depends on whether the terms of trade gains (from higher export prices) outweigh efficiency losses 
generated by the tax.   

Globally, increases in international product prices benefit competitors supplying the product (through 
higher incomes), but harm consumers in importing countries. Consumers in importing countries lose on 
the terms of trade and from decreased surpluses. Meanwhile, the country applying the tax gains from 
increased government revenue, implying that an international transfer of welfare occurs from importers 
to exporters, in addition to the transfer of resources within the domestic economy. It is worth noting that 
in this specific context there is little difference between the effects of export taxes and tariffs on imports. 
With balanced trade, a tax imposed on imported goods (i.e. a tariff) would have the same distorting effect 
on relative prices as a tax on exports (Lerner, 1936). However, as non-tradable goods4 introduce an 
additional dimension to the analysis, and trade balance is rarely in equilibrium, this symmetry is hard to 
defend. The Lerner condition does not apply because non-tradable goods introduce another distortion in 
the trade balance as a result of differences in the relative prices between non-tradable and tradable 
goods or the real exchange rate. Still, Razin and Svensson (1983) suggest that this symmetry may hold 
when agents perceive export taxes and tariffs as permanent rather than temporary.   

3.1 Who is using export restrictions and why? 
So far, we have focused on the theoretical effects of export taxes and restrictions and how these help to 
explain their use. In the following sections, we present an assessment of the importance of export taxes 
and restrictions by looking at their use in terms of products and countries. We generally find that 
medium-sized countries such as Argentina are the most frequent users of export restrictions (in terms of 
quantity) and use them to increase revenue, while small developing countries have fewer trade 
restrictions and are mostly concerned with securing domestic supply. This does not mean, however, that 
export restrictions applied by small countries never have an impact on world prices, as we will discuss in 
Chapter 3.3.  

Our analysis is based on the OECD database on export restrictions, which is one of the most 
comprehensive sources of information on taxes, licenses, bans, quotas and other export restricting 
measures. We draw on the existing analyses of this data conducted by Fleiss et al. (2014) and extend it by 
providing additional tables and figures.  

While the measures identified in many of the cases have been applied for many years, we observe a sharp 
rise in the number of new measures introduced after 2006. In fact, the only decline was in 2009, which 
clearly coincided with the global financial crisis. The general picture suggests that the use of export 
restricting measures has increased in popularity over the last 10 years. This development coincides with 
the high prices for raw materials observed during the same period. As prices started to increase, we see 
that the main exporting countries implemented taxes and other restrictions. This may suggest that the 
main concern behind the use of these measures was the effect that high export prices would have on 
domestic prices. As higher export prices are not associated with more government expenditure or less 
income, the increased use of export taxes cannot be explained by fiscal policy considerations. However, it 
might be possible that the higher prices provided an opportunity to increase revenue to finance 

4 Non-tradable products are neither exported nor imported due to high export or transport costs. Typical examples are the 
majority of the personal services (e.g. haircuts under services mode provision), but also products such as fresh milk or cement. 
The non-tradability of a good varies because non-tradable goods may be present in cross-border trade. For more information on 
the Lerner Theorem, please see Bhagwati (1998). 
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investment or reduce debt, meaning that the implementation of export taxes or restrictions could be 
understood as either defensive or opportunistic measures.  

The OECD Inventory of Restrictions on Exports of Raw Materials (OECD, 2012) seeks to identify the 
reasons behind the introduction of such measures. But as these have not been categorised, it is necessary 
to go through them to identify the main common elements. Figure 1 shows the main reasons for the use 
of restrictions on exports previously identified in this study, but it is based on the OECD’s data. While a 
large share (22 percent) of reasons behind export restrictions remains undisclosed, the most frequent 
reason given for the introduction of measures appears to be ‘increased revenue’, at least according to the 
information provided in the legislation of the respective countries (OECD, 2012). This data may seem to 
be at odds with the suggestion made above that export taxes represent a small share of total revenue for 
many countries. However, as we mentioned earlier, medium sized countries often rely on export taxes for 
a fairly high share of government revenue, and as we will subsequently show, are frequent users of 
export restrictions.  

Securing domestic supply appears to be the second most important reason. However, this label fails to 
identify the main policy objective behind these measures. We can assume that the primary goals would 
include, for example, promoting further processing, addressing domestic prices or enhancing food 
security.  

Figure 1 Reasons behind the use of export restrictions  

 
Source: OECD Inventory of Restrictions on Exports of Raw Materials. 

Table 2 shows the classification of reasons for using export restrictions by the country that applies them. 
Argentina is the country that makes the most intensive use of restrictions (export taxes) to raise 
government revenue. In China, many of the reasons behind export restrictions are not known, but the 
most frequent reason appears to be a desire to promote further processing/value added in national 
production. This suggests that the data in Figure 1 should be interpreted with caution, as the distribution 
of major reasons behind export restrictions might simply reflect developments in China and Argentina.  

Another possible distortion is that India applies a “Congestion Charge” on the use of their railways for 
products exported to Bangladesh, and this accounts for 158 of the cases of the ‘other reasons’ in India. It 
is a very particular type of measure and reinforces the perception that export restrictions tend to be 
unique and specific to each country. Importantly, no small developing country states government 
revenue as a ground for imposing controls or taxes, reinforcing the view that export restrictions or 
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exports taxes are not critical for raising revenue in these countries. However, these same countries have 
expressed concern about domestic prices, food security and securing domestic supply.  

Table 2 Identification of reasons for the use of export restrictions by country  
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Afghanistan         28 
Argentina 422 1 75 16  9  64 41 
Belarus 12   2     25 
Canada        17  
China    4 75 254   238 
Cote d'Ivoire    14  7    
Egypt   16 4     25 
Egypt     8     2 
Guinea         1 
Guyana       28   
India    8    284 16 
Indonesia    5 14 16  15  
Jamaica       25   
Kazakhstan         21 
Kenya    27      
Kyrgyzstan  28        
Macedonia    2      
Mali         12 
Mauritius       27 1  
Moldova  1        
Morocco     22     
Myanmar  4 4       
Pakistan    8    26 13 
Russian Federation         49 
Rwanda    27     1 
Sri Lanka    1     2 
Tajikistan         16 
Tanzania    27      
Tunisia 1         
Uganda    27      
Ukraine  7      12 8 
United Arab Emirates    2      
Uruguay       1 2  
Vietnam  33 4 62    5 5 
Zambia      9    
Zimbabwe      3    
Total 435 74 99 244 111 298 81 426 503 

Source: OECD Inventory of Restrictions on Exports of Raw Materials. 

Table 3 presents specific information about the type of measure by country. China, Argentina, India, and 
Pakistan are the countries that account for the largest number of export restrictions. However, they differ 
in the type of measure applied. Whilst China has applied mostly quotas or has removed tax rebates, 
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Argentina has made extensive use of export taxes. An important observation is that the heaviest users of 
export restrictions tend to be large or medium-sized countries. Small countries such as Rwanda, 
Kyrgyzstan, and Tanzania appear further down the table as they apply a lower number of measures. This 
may relate to the fact that their trade tends to be concentrated in fewer products, which limits the scope 
of the application of such measures. However, this does not mean that their effects are limited, as they 
might apply them for a few products for which they are the dominant producers. If a small country 
applies a restriction in a product where its supply represents a sizable share of the market, it may still 
have important effects on the international price.  

Table 3 Number of export restrictions introduced, increased or extended by country (2000-2012)  
  

  
Export Tax Export 

Quota 
Export 

Prohibition 
Licensing 

requirement 
Minimum 

export price 
VAT tax 
rebate 

reduction/
withdrawal 

Other export 
restrictions 

Total 

China 76 352 75 7  331  841 
Argentina 585 7 45  56   693 
India 8 126     174 308 
Pakistan 27 9 124  4   164 
Vietnam 66 15 20  8   109 
Belarus 15 30 25 30    100 
Indonesia  12 40 20   23 95 
Ukraine 3 30  35    68 
Egypt 17 8 37    2 64 
Russian 
Federation 

18 4 14    22 58 

Afghanistan 28       28 
Guyana   28     28 
Mauritius    28    28 
Rwanda   27    1 28 
Kyrgyzstan 28       28 
Kenya   27     27 
Tanzania   27     27 
Uganda   27     27 
Jamaica   25     25 
Morocco    22    22 
Cote d'Ivoire 14  7     21 
Kazakhstan   21     21 
Canada       17 17 
Tajikistan   16     16 
Zambia 9       9 
Myanmar   8     8 
Uruguay   1 1   2 4 
Sri Lanka 3       3 
Zimbabwe 2  1     3 
Macedonia   2     2 
Guinea 1       1 
Tunisia 1       1 
Moldova   1     1 
Grand Total 908 593 598 143 68 331 241 2882 

Source: OECD Inventory of Restrictions on Exports of Raw Materials. 

Table 4 shows that export taxes are mostly associated with raising revenue. The reasons behind export 
quotas and minimum export prices are mostly unknown (listed as undisclosed or other). Export 
prohibitions seem to be associated with securing domestic supply, licence requirements with illegal 
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trade, and VAT rebates with further processing, production, or increased value added. It is interesting that 
China uses VAT tax rebate reductions as an industrial policy tool. However, only large and medium sized 
countries with relatively good tax enforcement agencies tend to use VATs and, consequently, offer and 
withdraw these rebates.  

Table 4 Type of export restrictions and motivation  
Reasons Export 

taxes 
Export 
quotas 

Export 
Prohibition 

Licensing 
requirement 

Minimum 
export price 

VAT tax 
rebate 
reduction/
withdrawal 

Other 
measures 

Increase Revenue 435       
Food Security 28 23 20  3   
Keep domestic prices 
low 

85  14     

Securing domestic 
supply 

97 18 152 20   20 

Environmental reasons  10 75 24   2 
Further production 
processing/more value 
added 

20 2 11 10  254 1 

Illegal trade   53 28    
Other reasons 7 131 41 11 59  177 
Undisclosed 189 103 185 19 6 77 41 
Grand Total 861 287 551 112 68 331 241 

Source: OECD Inventory of Restrictions on Exports of Raw Materials. 

Table 5 presents the number of export restrictions introduced, increased, or extended between 2000 and 
2012 by chapter of the harmonised system. Although agricultural and mineral raw materials dominate, 
other more processed products are also affected. Referring to product groups and industries by their 
chapter of the harmonised system, for example, products of the milling industry (Chapter 11)5 are the 
fifth most affected products, and animal and vegetable fats fall within the top 10. Two further points are 
worth consideration. A variety of different types of export restrictions are found in cereals (chapter 10), 
iron and steel (chapter 73) and other base metals (chapter 81), and there is a higher number of export 
restrictions in raw materials and less processed products.  

It is interesting to see how measures are divided between products in different stages of processing. The 
number of measures applied in cereals is substantially higher than that applied to products in the milling 
industry. The same can be said about oilseeds as well as animal and vegetable oils. This suggests that 
there exists a tendency to put higher restrictions on less processed products, which is in line with the 
theoretical analysis presented above. However, the theory only addresses the quantity of measures and 
offers little information about their quality (i.e. their possible effects on the markets). In addition, the use 
of export prohibitions is not limited to food security as was suggested. Export prohibitions of food 
products can be associated with a concern about the availability of food supplies in the domestic market. 
But we can see that export prohibitions extend to products outside agriculture and food. In fact, the two 
chapters with the highest number of prohibitions are iron and steel and other base metals. 

 

5 The Harmonised System classifies products in 96 chapters. The amount of processing tends to increase as the number of 
chapters increases. Chapter 01, for example, is Live Animals. A description of the products contained in each chapter of relevance 
in this report can be found in Table 5. For further information, please see the Harmonised System available on the World 
Customs Organisation website.   
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Table 5 Number of export restrictions introduced, increased or extended by HS Chapter (2000-2012)  

 Number of Chapter and description 
Export 
Tax 

Export 
quota 

Export 
prohibition 

Licensing 
requirement 

Minimum 
export price 

VAT tax 
rebate 
reduction
/withdraw 

Other 
measures Total 

10 - CEREALS  115 201 78 
 

12 
 

2 408 
73 - IRON AND STEEL 37 23 80 26 

 
36 92 294 

81 - OTHER BASE METALS; CERMETS; ARTICLES THEREOF  33 17 90 30 
 

13 15 198 
07 - EDIBLE VEGETABLES AND CERTAIN ROOTS AND TUBERS  106 

 
37 

  
21 0 164 

11 - PRODUCTS OF THE MILLING INDUSTRY; MALT; STARCHES; INULIN; WHEAT GLUTEN  51 91 9 
  

8 0 159 
12 - OIL SEEDS AND OLEAGINOUS FRUITS; MISCELLANEOUS GRAINS, SEEDS AND FRUIT; INDUSTRIAL OR MEDICINAL 
PLANTS; STRAW AND FODDER (12) 108 14 17 

  
4 1 144 

26 - ORES, SLAG AND ASH 57 12 2 28 
  

36 135 
01 - LIVE ANIMALS 25 43 42 

   
0 110 

74 - COPPER AND ARTICLES THEREOF 23 3 7 2 56 8 2 101 
15 - ANIMAL OR VEGETABLE FATS AND OILS AND THEIR CLEAVAGE PRODUCTS; PREPARED EDIBLE FATS; ANIMAL OR 
VEGETABLE WAXES 49 

 
33 

  
10 0 92 

20 - PREPARATIONS OF VEGETABLES, FRUIT, NUTS OR OTHER PARTS OF PLANTS 
     

77 0 77 
44 - WOOD AND ARTICLES OF WOOD; WOOD CHARCOAL 3 4 20 11 

  
35 73 

71 - NATURAL OR CULTURED PEARLS, PRECIOUS OR SEMI-PRECIOUS STONES, PRECIOUS METALS, METALS CLAD 
WITH PRECIOUS METAL,  4 11 

 
30 

 
1 16 62 

04 - DAIRY PRODUCE; BIRDS' EGGS; NATURAL HONEY; EDIBLE PRODUCTS OF ANIMAL ORIGIN, NOT ELSEWHERE 
SPECIFIED OR INCLUDED 35 7 4 

  
13 0 59 

08 - EDIBLE FRUIT AND NUTS; PEEL OF CITRUS FRUIT OR MELONS 53 
 

4 
   

0 57 
02 - MEAT AND EDIBLE MEAT OFFAL 

 
48 5 

   
0 53 

13 - LAC; GUMS, RESINS AND OTHER VEGETABLE SAPS AND EXTRACTS 24 11 5 
  

9 0 49 
25 - SALT; SULPHUR; EARTHS AND STONE; PLASTERING MATERIALS, LIME AND CEMENT 14 16 1 1 

  
14 46 

41 - RAW HIDES AND SKINS (OTHER THAN FURSKINS) AND LEATHER 9 
 

36 
   

0 45 
28 - INORGANIC CHEMICALS; ORGANIC OR INORGANIC COMPOUNDS OF PRECIOUS METALS, OF RARE-EARTH 
METALS, OF RADIOACTIVE ELEM 8 25 

 
3 

 
7 1 44 

22 - BEVERAGES, SPIRITS AND VINEGAR 
  

27 
  

12 4 43 
23 - RESIDUES AND WASTE FROM THE FOOD INDUSTRIES; PREPARED ANIMAL FODDER 31 

    
12 0 43 

06 - LIVE TREES AND OTHER PLANTS; BULBS, ROOTS AND THE LIKE; CUT FLOWERS AND ORNAMENTAL FOLIAGE 19 3 20 
   

0 42 
09 - COFFEE, TEA, MATÉ AND SPICES 3 

    
29 10 42 

80 - TIN AND ARTICLES THEREOF 9 16 5 3 
 

2 1 36 
05 - PRODUCTS OF ANIMAL ORIGIN, NOT ELSEWHERE SPECIFIED OR INCLUDED 4 

 
16 

  
15 0 35 

76 - ALUMINIUM AND ARTICLES THEREOF 7 3 7 7 
  

2 26 
14 - VEGETABLE PLAITING MATERIALS; VEGETABLE PRODUCTS NOT ELSEWHERE SPECIFIED OR INCLUDED 11 10 4 

   
0 25 

16 - PREPARATIONS OF MEAT, OF FISH OR OF CRUSTACEANS, MOLLUSCS OR OTHER AQUATIC INVERTEBRATES 
  

9 
  

13 0 22 
78 - LEAD AND ARTICLES THEREOF 7 

 
6 6 

 
2 1 22 

79 - ZINC AND ARTICLES THEREOF 6 
 

6 5 
 

3 1 21 
75 - NICKEL AND ARTICLES THEREOF 7 3 5 3 

  
1 19 

24 - TOBACCO AND MANUFACTURED TOBACCO SUBSTITUTES 11 
    

6 0 17 
17 - SUGARS AND SUGAR CONFECTIONERY 6 

 
8 

  
2 0 16 

19 - PREPARATIONS OF CEREALS, FLOUR, STARCH OR MILK; PASTRYCOOKS' PRODUCTS 4 
    

12 0 16 
31 - FERTILISERS 15 

     
0 15 

OTHER AGRICULTURE 12 5 15 0 0 15 6 53 
OTHER NON-AGRICULTURE 2 27 0 0 0 1 1 31 
  908 593 598 155 68 331 241 

 Source: OECD Inventory of Restrictions on Exports of Raw Materials         
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To summarise, it is possible to extract certain common themes and identify some of the main reasons for 
and the main users of export restrictions. The use of export restrictions increases with the degree of 
diversification of the economy, implying that medium and large countries are more prone to use them 
than smaller developing countries, let alone LDCs. Revenue collection is not the main reason for the use 
of export restrictions, but does explain the use of export taxes. For small developing countries, revenue 
from export taxes tends to represent a small share of total revenue. These countries therefore tend to 
apply a limited number of measures (explained by their lower degree of diversification), and these are 
applied mainly to address increases in domestic prices and shortages of domestic supply. 

3.2 Do export restrictions affect international prices? 
As discussed above, the effects of export restrictions differ depending on whether the country represents 
a large or small share of the market for the product concerned. When the country applying an export 
restriction or tax is a large supplier, this will have effects beyond the country applying the measure and 
the product/sector concerned. These effects will impact consumers and producers in other countries that 
will have to pay higher prices for food or raw materials. When the country is a price taker on the world 
market, the effects are limited to the country that adopts the measure. Firms in importing countries are 
doubly affected due to the higher prices for their inputs and the strengthened competitiveness of firms 
in the country applying export taxes, which benefit from lower input prices. So there is a transfer 
between firms in the importing country to the benefit of firms located in the country that restricts 
exports. Firms located in third countries that export the same product benefit because of the increase in 
price.  

There may also be a multiplier effect triggered by export restrictions (Giordani et al., 2012). The resultant 
increase in the world price may trigger a response in the form of export taxes or restrictions by other 
countries. If a country responds to an increase in world prices caused by an export tax, its action could 
lead to a further increase in the price, as other countries move to introduce export taxes that increase the 
price even further.  This dynamic will occur when the countries involved are large, but it may also occur if 
many smaller suppliers apply the restrictions simultaneously. The combined action of multiple small 
suppliers, if they jointly represent a large share of the supply, may also be enough to trigger this process.  

These effects on prices and the transfers associated with export taxes and restrictions have been mostly 
evaluated through ex-ante analyses of the likely impact of the introduction - or the removal of - a 
restriction or tax. There are no ex-post analyses, probably because of the difficulty isolating the effects of 
export taxes or restrictions from all the other factors (e.g. weather, currency markets, etc.) that affect 
international prices.  

There are a limited number of studies that empirically analyse the effects of export taxes and restrictions 
on world prices. These tend to look at the general effects on prices and not the impact or effects of 
restrictions by particular countries. For example, Giordani et al (2012) estimate than an increase of 1 % in 
the share of trade covered by export restrictions increases world prices by 1.1 %. However, this says little 
about the effect of specific measures. Martin and Anderson (2011) suggest that policies to insulate 
production from world prices explain 45 % and 30 % of the rise in the international prices of rice and 
wheat respectively between 2006 and 2008. However, they only considered the aggregate effect of 
measures by all countries. 

There have been some attempts to evaluate ex-ante the effect that the introduction of a restriction (or 
the elimination of an existing restriction) would have on international prices. This is frequently done by 
using computable general equilibrium or partial equilibrium models. Working ex-ante allows the 
isolation of the effect of a specific measure by only allowing this variable to change. But the results in 
terms of the variables of interest are limited to specific behavioural relationships established by the 
models that always simplify reality. Bouet and Laborde (2010) calculated that if the main exporters of 
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wheat increased export tax rates to keep domestic prices constant, the international price of wheat 
would go up by almost 17 %. This analysis assumed a scenario in which there was a major contraction in 
the supply of wheat resulting from the introduction of the measure by Australia, Argentina, the United 
States, Russia, Ukraine, and Canada that represents around 90 % of the world’s supply.  

In another analysis of major policy change, Laborde, Estrades, and Bouet (2013) assume the elimination 
of all export taxes in numerous sectors. They found that major price reductions would occur in energy 
products, forestry, vegetable oils, and oilseeds, but the reductions were found to be below 6 %, 
suggesting the effects of export taxes are less significant than previously observed. However, they used a 
high level of aggregation that might be hiding some effects. Deese and Reeder (2007), meanwhile, 
studied the export taxes on soybeans in Argentina in more detail and calculated that their elimination 
would reduce the world price by around 18 %. The same exercise assumes that the exports of oil and 
meals (of which Argentina is the largest supplier) would be minimally affected. This is surprising 
considering that the differential in export tax between soybeans and soya-based products constitutes a 
key element of the economic equation. The loss associated with the differential seems to be offset by the 
fall in the international price of the input. Bouet, Estrades and Laborde (2014) perform a similar exercise. 
They found that the elimination of export taxes on oilseeds in Argentina would reduce the price of 
soybeans by 7 % and sunflower by 5.6 %. They also found that the elimination of export taxes on palm oil 
in Indonesia would generate a fall in its price of around 7.6 %. 

All of the studies discussed above focused on certain agricultural products (mostly cereals and oilseeds) 
originating in a few countries, albeit key suppliers. No ex-ante studies have been found on the effects of 
restrictions applied to mineral commodities on world prices. This dearth of evidence may be the result of 
the lack of academic and research interest, or that there is a focus on agricultural products due to the 
sensitive nature of agriculture. 

4 Legal considerations 
The implementation of export restrictions is a tool that developing countries can use to promote 
economic development. Chapter 3 of this study examined the practice, identified the main reasons for 
the use by developing countries of such exports restrictions, and evaluated their effects on the domestic 
economy. In this chapter, we will examine the legal questions relating to the use of export taxes and 
restrictions. This will include a description of the relevant provisions of the General Agreement on Trade 
and Tariffs (GATT), particularly Article XI along with its exceptions under Article XX, and the extent to 
which the EU’s FTAs limit the scope for export taxes and restrictions, with particular reference to the 
treatment of developing countries and LDCs. 

4.1 Multilateral rules on export taxes and restrictions  
Under Article XI.1 of the GATT (1994), export restrictions are prohibited, but export taxes are permissible 
under certain circumstances. 

The WTO’s Dispute Settlement Body has defined an export restriction in its Panel Report on Measures 
Treating Export Restraints as Subsidies, as “a border measure that takes the form of a government law or 
regulation, which expressly limits the quantity of exports or places explicit conditions on the circumstances 
under which exports are permitted, or that takes the form of a government-imposed fee or tax on exports of 
the products calculated to limit the quantity of exports” (WTO, Measures Treating Export Restraints as 
Subsidies, 2001c, p.75). 

For the purposes of the WTO, export restraint measures consist of quantitative restrictions that curb the 
volume of exports, and taxes on exports. Export taxes are further divided into ad valorem and specific 
taxes. 
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The main reference to broad export restraints is in GATT Article XI.1, which imposes a general ban on 
quantitative restrictions, but not on export taxes: 

“No prohibitions or restrictions other than duties, taxes or other charges, whether made effective through 
quotas, import or export licences or other measures, shall be instituted or maintained by any contracting party 
on the importation of any product of the territory of any other contracting party or on the exportation or sale 
for export of any product destined for the territory of any other contracting party”. [emphasis added] 

Consequently, under Article XI.1, export taxes are explicitly permitted. 

Furthermore, GATT Article XI:2(a) provides for an exemption from the general ban on quantitative 
restrictions set out in Article XI.1. This permits export restrictions that are applied temporarily to prevent 
or relieve critical shortages of foodstuffs or other products essential to the exporting party6. 

The Agreement on Agriculture (AoA) provides a framework for domestic and global reform of agricultural 
policies, specifically on market access, domestic support and export subsidies. Article 12.1 of the AoA 
states that in the event a country invokes the GATT Article XI:2(a) exception to justify an export restriction 
on foodstuffs, it must give due consideration to the resulting impact on the food security of food-
importing countries, which are often developing countries and LDCs. Specifically, Members must give 
written notification to the WTO Committee on Agriculture of any new export restrictions on foodstuffs, 
and consult with affected Members when implementing them. Thus, while adding procedural 
requirements it is not a limitation of their use per se7. 

Significantly, this obligation only applies to developed countries and to developing countries that are net 
exporters of the foodstuff in question: Article 12 of the AoA establishes that the “provisions of this Article 
shall not apply to any developing country Member, unless the measure is taken by a developing country 
Member, which is a net-food exporter of the specific foodstuff concerned.” This suggests that countries such 
as Argentina or Indonesia would need to follow the notification and due care requirements of Article 12, 
at least with the products for which they are net food exporters. The provisions also exclude ‘other 
products’ essential for the exporting country mentioned in Article XI:2(a). Unfortunately, the WTO Dispute 
Settlement Body has neither fully clarified the types of products that are exempted from the general ban, 
nor determined what “temporarily” means under Article XI:2(a).  

Article XI:2(b) further exempts export restrictions that are “necessary to the application of standards or 
regulations for the classification, grading, or marketing of commodities in international trade” from the 
Article XI.1 prohibition on quantitative export restrictions. The GATT Panel Report for the Canada – 
Measures Affecting Exports of Unprocessed Herring and Salmon found against Canada’s export restrictions 
on the stated fish exports, further clarifying that an export restriction could only apply to volumes of the 
relevant product that fail to meet export quality standards. 

Furthermore, GATT Article XXVIII highlights that Members should consider that tariff negotiations take 
into account: 

“a) the needs of individual contracting parties and individual industries;  

6 The 1994 GATT Analytical Index specifies that Article XI:2(a) applies not only in the case of shortages in volumes of foodstuffs, 
but also in the case of increases in their prices, whether caused by shortages on domestic markets or in third countries. It also 
states that the question of which goods could be considered “products essential to the exporting contracting party” must be 
judged in a country-specific context (GATT 1994, pp.326-327). 
7 In principle, all WTO agreements and understandings on trade in goods apply to agriculture, including the GATT 1994 and WTO 
agreements on such matters as customs valuation, import licensing procedures, pre-shipment inspection, emergency safeguard 
measures, subsidies and technical barriers to trade. However, where there is any conflict between these agreements and the 
Agreement on Agriculture, the provisions of the Agreement on Agriculture prevail. 
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b) the needs of less-developed countries for a more flexible use of tariff protection to assist their economic 
development and the special needs of these countries to maintain tariffs for revenue purposes; and  

c) all other relevant circumstances, including the fiscal,* developmental, strategic and other needs of the 
contracting parties concerned.  

*It is understood that the reference to ‘fiscal’ would include the revenue aspect of duties and particularly duties 
imposed primarily for revenue purposes, or duties imposed on products which can be substituted for products 
subject to revenue duties to prevent the avoidance of such duties.” 

Overall, the general trend is towards tightening the GATT/WTO limitations on the use of export taxes and 
restrictions, and this takes two forms. First, in their accession protocols to the WTO, many members have 
been required to commit to stricter rules on the use of export taxes and restrictions (Karapinar, 2010). 
Countries acceding to the WTO are also required to phase out export taxes or, in the case of China, limit 
them to a specific number of tariffs lines. The fact that the rules are tougher for acceding countries 
illustrates a trend towards stricter limitations, but also reflects the extensive use of these tools globally as 
well as the economic importance of new members like China. It is generally easier for existing WTO 
members to push for tougher rules on new members during accession negotiations than to convince 
other existing members to change their policies. Second, with respect to the current negotiations in the 
Doha Round, some members have been emphatic about including tighter limitations on the use of 
export taxes under the export competition pillar of the agricultural negotiations. Switzerland even 
proposes their complete elimination. In the specific case of Non-Agricultural Market Access (NAMA), the 
EU proposed8: 

“(1) Confirmation and operationalisation of basic GATT disciplines to apply to those situations where WTO 
members use export taxes for industrial or trade policy purposes with negative effects on other WTO Members 
and especially on developing countries. In line with core objectives of the WTO and GATT, this would prevent 
“beggar thy neighbour” practices. In particular, the approach proposed builds upon existing GATT rules on 
export duties and charges, inter alia GATT Articles I, VII, VIII and XVII, as well as incorporates other key elements 
of the GATT acquis. Under the EC proposal, this also includes a number of legitimate situations under existing 
GATT rules where export taxes could be maintained or introduced, such as financial crises, infant industry, 
environment (preservation of natural resources) and local short supply. 

(2) Incorporation of additional flexibility for small developing country Members and least-developed country 
Members to maintain or introduce export taxes in other situations, i.e. over and beyond what would be 
allowed through the strict application of GATT rules to export taxes. 

(3) Limitation of the GATT disciplines for export taxes to non-agricultural products in recognition of the 
mandate for NAMA (hence, agricultural products are excluded where export taxes are currently in force in 
many developing countries).” 

The view of some food and raw material exporters is that they might consider such limitations if they 
were linked to reductions in tariff escalation. The August 2004 framework of the WTO negotiations 
mentioned export restrictions and differential export taxes as issues of interest, but did so without further 
elaboration. In the last export competition package agreed in Nairobi in December 2015, export tax 
disciplines were not included. 

There have been some WTO disputes related to export restrictions. The two most significant WTO cases 
related were China-Measures Related to the Exportation of Various Raw Materials9 that was brought in 2009 

8 WTO (2008), Communication from the European Communities, TN/MA/W/101 17 January 2008. 
9 See: https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds394_e.htm  

20 

 

https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds394_e.htm


Export taxes and other restrictions on raw materials and their limitation through free trade agreements:  
Impact on developing countries 

by the EU, Mexico, and the U.S.; and China—Measures Related to the Exportation of Rare Earths, Tungsten, 
and Molybdenum10 that was brought in 2012 by the EU, Japan, and the U.S. In its accession protocol to the 
WTO China committed to apply restrictions on only 84 products and the panels were addressing 
products outside of this list. Both panels ruled against China, and China agreed to comply with each 
ruling. China lost the disputes as a result of violating the terms of its accession agreement and general 
WTO rules - not for its use of export restrictions for environmental reasons. Article XX GATT exceptions 
allow for non-compliance with GATT commitments, subject to the requirement that such measures are 
not applied in a manner which would constitute a means of arbitrary or unjustifiable discrimination 
between countries where the same conditions prevail, or a disguised restriction on international trade, 
for public policy purposes including (b) those necessary to protect human, animal or plant life or health 
or (g) relating to the conservation of exhaustible natural resources if such measures are made effective in 
conjunction with restrictions on domestic production or consumption. 

Thus, in the China-Raw Materials case, the Panel stated (and the Appellate Body upheld) that China’s 
export quota on bauxite was NOT “temporarily applied” to relieve a “critical shortage” of the material, 
which would have made the measure acceptable under GATT Article XI:2(a). China’s quota was therefore 
illegal under the GATT 1994 rules11. While in the China-Rare Earths case, the Panel found that China’s 
export quotas on rare earths, tungsten, and molybdenum were inconsistent with GATT Article XI. The 
Panel further stated these measures were not justified by the exception under Article XX(g) for the 
“conservation of exhaustible natural resources”12. 

4.2 The treatment of export taxes and restrictions in the EU FTAs 
General EU policy 

Being a net importer of many food and mineral products, the EU is particularly concerned about securing 
stable and predictable sources of supply for these products. This is reflected in the EU’s approach to the 
use of export taxes and restrictions. This is a long-standing policy as indicated by its inclusion in various 
public policy documents as well as the EU’s Global Europe strategy,13 which states: 

"More than ever, Europe needs to import to export. Tackling restrictions on access to resources such as energy, 
metals and scrap, primary raw materials including certain agricultural materials, hides and skins must be a 
high priority. Measures taken by some of our biggest trading partners to restrict access to their supplies of 
these inputs are causing some EU industries major problems. Unless justified for security or environmental 
reasons, restrictions on access to resources should be removed." 

The issue is also present in the new EU trade14 strategy: 

"In view of the EU’s dependence on imported resources, access to energy and raw materials is critical for the 
EU’s competitiveness." 

Thus, as part of the new EU trade strategy and in line with the raw materials initiative15, the Commission 
will "propose an energy and raw materials chapter in each trade agreement.” 

10 See: https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds431_e.htm  
11 WTO: China-Measures Related to the Exportation of Various Raw Materials (AB 2011-5). 
12 WTO: China-Measures Related to the Exportation of Rare Earths, Tungsten, and Molybdenum (AB-2014-3, AB-2014-5, AB-2014-
6) See WT/DS431?AB/R 7 August 2014. 
13 See "Global Europe - Competing in the World", adopted by the Commission in October 2006. http://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=CELEX:52006DC0567   
14 See: Point 2.1.6. of securing access to energy and raw materials in “Trade for all – Towards a more responsible trade and 
investment policy”, adopted by the Commission in October 2015.  
15 European Commission, Communication, ‘The raw materials initiative’, COM(2008) 699. 
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Therefore, the EU policy is to eliminate export taxes as a general policy with no exceptions for developed 
countries. The EU pursues this policy in the FTAs it negotiates. For example, the EU-Korea FTA 
incorporates the GATT Art. XI language on prohibitions or restrictions on exports under most conditions, 
and includes an article prohibiting the use of export taxes.   

EU policy towards developing countries 

The focus of this study is on FTAs signed with LDCs, and in particular the Economic Partnership 
Agreements (EPAs) signed with the African, Caribbean, and Pacific (ACP) states (which include many 
LDCs). For the purpose of EPA negotiations, ACP countries were divided into seven regional groups: West 
Africa, Central Africa, Eastern and Southern Africa, the East African Community (EAC), the Southern 
African Development Community (SADC), the Caribbean (CARIFORUM), and the Pacific.  

The issue of export taxes has to be seen in the broader context of the EPAs. As is well known the EU 
transformed its trade arrangements with developing countries when the previous unilateral preference 
arrangement (i.e. ACP preferences under the Lomé Convention) became WTO incompatible16. The 
negotiation process of the EPAs has been extensively reported in the specialised media and discussed in 
a number of studies (Kwa et al. 2014; Stevens and Kennan, 2005). The process has been controversial, in 
part because developing countries were concerned they would have to forgo substantial revenue raised 
through the collection of import duties, and that EPAs would undermine ‘the sustainable and long-term 
development of ACP countries and their regional integration’ (Kwa et al. 2014, p. 6). This is clearly 
relevant to the current study given that export taxes are a source of revenue. 

EPAs are allowed under GATT (1994) Article XXIV, which provides an exception from MFN for FTAs that, 
among other things, cover ‘substantially all trade’. While there is no agreed definition of ‘substantially all 
trade’, there is an implicit consensus that it entails 90 % of bilateral trade. In the EPA negotiations, the EU 
indicated that it would liberalise close to 100 % of tariffs lines, allowing ACP members to liberalise no less 
than 80 % of their own tariff lines (ECDPM, 2014). The liberalisation period was set to 10 years, but many 
EPAs stipulated up to 25 years. 

EU efforts to place some of the so-called Singapore Issues (investment, competition policy, and 
transparency in government procurement) on the EPA agenda have also been perceived negatively, as 
most developing countries opposed their inclusion in the WTO’s Doha Round (Holland and Doidge, 2012, 
p.86). There was also controversy over EU Regulation (EU) No 527/201317, which withdrew market access 
from countries (excluding LDCs) that had not taken the necessary steps towards concluding EPA 
agreements by October 1, 2014.  

Given the controversies, only one of the seven original EPAs (with the CARIFORUM) was signed within the 
envisioned period. Besides some interim EPAs concluded with limited groups of countries, negotiations 
for three other full regional EPAs (with West Africa, East Africa, and Southern Africa) were concluded in 
2014. 

Below, we discuss the provisions on export restrictions in the four regional EPAs in more detail. To 
summarize, the EU-CARIFORUM EPA prohibits the use of all export taxes, while the EPAs with West Africa, 
East Africa, and Southern Africa proscribe new export taxes, with caveats and exceptions.  

  

16 The legality of the Lome Convention was questioned in the 1990s in the context of a series of disputes associated with the EU 
bananas regime. The panel in question recommended to bring the preferential system into conformity with the GATT. The EPA 
initiative is a response to this.  
17 See: http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=uriserv%3AOJ.L_.2013.165.01.0059.01.ENG  
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The individual EPAs 

In general, whilst WTO limitations on exports taxes are relatively restrained, limitations within the EPAs 
tend to be more expansive, see table below. In the EU-CARIFORUM EPA, there is an explicit prohibition on 
both new and existing export taxes. The provisions on export taxes in the other EPAs are less stringent. In 
these existing export taxes are generally allowed, but limitations apply to the introduction of new taxes 
or any increase in existing rates. There are elements of special and differential treatment (SDT) that 
provide flexibility for the poorer countries covered by the EPA, like those for temporary measures in the 
EU-SADC EPA, which cover most reasons for which these taxes are used. 

With regard to export restrictions, the general ban in the GATT/WTO also applies in the EPAs, but with 
different exceptions, such as in cases of domestic supply shortages (particularly for food products), to 
prevent the overuse of natural resources, or to allow temporary restrictive measures for balance of 
payments difficulties. 

All exceptions to the general provisions should be temporary and non-discriminatory and MFN applies 
for all remaining export measures, meaning the EU should be treated no less favorably than any other 
country. 

Table 6 Summary of existing provisions on export restrictions and export taxes  
Agreement Export restrictions Export taxes 

GATT/WTO Prohibited but temporary exceptions to prevent or 
relieve critical shortages of foodstuffs or other 
products essential to the exporting party, and for 
the application of standards or regulations for 
classification, grading or marketing of commodities 
(Art XI). Provisions to safeguard the interests of 
importers of foodstuffs. 

Generally permitted unless it amounts to a de facto 
export ban. 

EU - CARIFORUM Prohibited (Art 26) without reference as in GATT Art 
XI: 2 to certain exceptions.  

 

Prohibited. 

Suriname and Guyana are to eliminate the existing 
export taxes with a transition period of 3 years. 

EU – West Africa Prohibited (Art 34) without reference as in GATT Art 
XI: 2 to certain exceptions. 

 

Prohibits new taxes, allows existing taxes (Art 13), 
exception allows for addition of a limited number 
of additional goods. 

In case of exceptional specific needs countries may 
introduce new taxes to raise income, promote a 
fledgling industry or protect the environment on a 
temporary basis. 

EU – East African Community Prohibited (Art 19) with exceptions as in GATT Art 
XI: 2. 

 

Prohibits new export taxes, allows existing taxes; 
new temporary taxes may be applied to foster the 
development of domestic industry, currency 
stability, protection of revenue, food security and 
environmental policy (Art 14). These exceptions will 
be limited in number and have to be renewed every 
48 months by the EPA Council. 

EU - SADC Prohibited but with reference to exceptions as in 
GATT (Restrictions must be applied in conformity 
with WTO Agreement). 

 

Prohibits new taxes, but allows existing taxes; 
exceptions (not for South Africa) for revenue 
raising, protection of infant industries, 
environmental policy, to prevent or relieve critical 
shortages of foodstuffs or other products essential 
to ensure food security, and (also for South Africa) 
for industrial development needs, on a temporary 
basis. 
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• The EU-CARIFORUM EPA18 prohibits the use of any export taxes, by Art. 14, Paragraph 1: 

Customs duties on exports shall not be applicable to goods originating in the CARIFORUM States and imported 
into the EC Party and vice versa. 

Paragraph 2 states that existing customs duties on exports should be eliminated within three years of 
signing the agreement. 

Export restrictions and prohibitions are also banned, under Art. 26: 

No import or export prohibitions or import or export restrictions on originating imports or exports, other than 
customs duties and taxes, and fees and other charges provided for under Article 13, whether made effective 
through quotas, import or export licenses or other measures, shall be maintained as of the entry into force of 
this Agreement. No new such measures shall be introduced. The provisions of this Article shall be without 
prejudice to the provisions of Articles 23 and 24.19 20  

• The EPA between the EU and West Africa21 prohibits new export taxes and prohibits increasing export 
taxes already in force, as seen in Article 13, first paragraph: 

“No new duties or taxes on exports or charges with equivalent effect shall be introduced, nor shall those 
currently applied in trade between the Parties be increased from the date of entry into force of this Agreement.”  

The third paragraph provides an exception to this general limitation, allowing countries to “introduce 
duties, taxes on exports or charges with equivalent effect on a limited number of additional goods” in case of 
“needs for income, promotion for fledging industry or environmental protection” on a temporary basis. 
Although the EU - West Africa EPA would seem to prevent the widespread use of export taxes, most of 
the reasons given for introducing them that were discussed in Chapter 3 of this report would justify the 
Art. 13(3) exception. 

Quantitative restrictions on exports (quotas, export licenses, and other measures) are generally 
prohibited by Art. 34 of the EU-West Africa EPA. 

• The EPA with the East African Community22 (EAC)23 also prohibits new export duties and taxes (Article 
14): 

A Party shall not institute any new duties or taxes in connection with the exportation of goods to the other 
Party that are in excess of those imposed on like products destined for internal sale. 

An exception to the general prohibition states that a temporary duty or tax can be imposed in case a 
country wishes to: (a) foster the development of domestic industry; (b) maintain currency stability, when the 
increase in the world price of an export commodity creates the risk of a currency overvaluation; or (c) to protect 
revenue, food security and environment. (Art 14) 

18 The EU-CARIFORUM EPA was signed in 2007 between the EU and the Caribbean countries. Although most of them are not 
LDCs (the only LDC, Haiti, has not yet ratified the agreement), they include small islands that have recently received differential 
treatment as Small and Vulnerable Economies (SVEs). 
19 Art. 13 establishes that fees and other charges shall not represent an indirect protection for domestic products or a taxation on 
import or exports for fiscal purposes. 
20 Articles 23 and 24 concern commercial instruments, i.e. anti-dumping measures and safeguards. 
21 This EPA includes the following LDCs: Benin, Burkina Faso, Gambia, Guinea, Guinea-Bissau, Liberia, Mali, Mauritania, Niger, 
Senegal, Sierra Leone, and the Togolese Republic. 
22 Includes Burundi, Rwanda, Tanzania and Uganda (with Kenya). 
23 See: http://trade.ec.europa.eu/doclib/docs/2015/october/tradoc_153845.compressed.pdf  
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Thus, temporary export taxes can be introduced under the EU-EAC EPA if necessary for the reasons 
discussed in Chapter 1 above, such as industrial development.  

Art. 19 of the EU-EAC EPA prohibits quantitative restrictions on exports, but with exceptions stating the 
prohibition will not extend to: (a) Export prohibitions or restrictions temporarily applied to prevent or relieve 
critical shortages of foodstuffs or other products essential to the exporting contracting party; or (b) Import and 
export prohibitions or restrictions necessary to the application of standards or regulations for the 
classification, grading or marketing of commodities in international trade. 

The provisions in the EU-EAC EPA on quantitative restrictions are practically the same as in the 
GATT/WTO. 

• The Southern African Development Community24 (SADC) EPA25 also prohibits new customs duties 
or export taxes (Art. 26), but allows taxes or duties already existing, provided the current rates are 
not increased.  

Art. 26 (paragraphs 2 and 3) of the SADC EPA provides exceptions for revenue raising, protection of infant 
industries or the environment, and to prevent or relieve critical shortages of foodstuffs and other 
products essential to ensure food security (except in the case of South Africa). Art. 26 also allowes EPA 
members to use export taxes for industrial development. There are detailed provisions that control the 
use of these exceptions, in particular with regard to taxes justified with industrial development needs. For 
example the latter may be used for only 8 products, and should not exceed 10 % of value added and 
should provide relief from export duties for some exports to the EU. The provisions are subject to review 
by the joint Trade and Development Committee.  

The SADC EPA therefore recognizes South Africa’s different level of development, excluding it from many 
benefits that other members receive. Despite this, South Africa is still better able to employ export taxes 
compared to the CARIFORUM countries. 

In terms of export restrictions, Art. 39 of the EU-SADC EPA contains only a reference to the existing 
commitments of the Parties in the GATT/WTO: “Parties may apply quantitative restrictions provided such 
restrictions are applied in conformity with the WTO Agreement.”  

It should be noted that all the EPAs, like the GATT in Article XX, contain a general exceptions clause. The 
EPA clauses slightly differ in scope, and covers among other things the conservation of exhaustible 
natural resources and (except for CARIFORUM), measures essential for the acquisition or distribution of 
products in general or local short supply. These are in the following articles CARIFORUM Art 224, West 
Africa Art 87, East African Community Art 128 and SADC Art 97. This provides flexibility to enable 
exceptions from the provisions on export restrictions and taxes provided the sometimes strict conditions 
are satisfied.  

5 The effects of export taxes and restrictions and the impact of 
stricter rules  

In the second part of this report, we provide an assessment of the effects of export taxes and restrictions 
on the countries applying them and on third countries. We have seen that countries use these measures 
to raise revenue, increase the value added of exports, promote industrial development, reduce domestic 
prices, or curb the use of non-renewable resources. These are just the stated objectives of - or justification 
for - the restrictions or taxes on exports, but are they effective? 

24 There are two LDCs in the SADC group: Lesotho and Mozambique. 
25 See: http://trade.ec.europa.eu/doclib/docs/2015/october/tradoc_153915.pdf  
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We have organised this section as follows. Section 5.1 looks at reasons behind the use of export taxes and 
restrictions in order to assess whether they are effective in their stated objectives. This is then 
accompanied by some analytical background. Section 5.2 then discusses the effects of limitations on - or 
the prohibition and removal - of the export measures concerned. Here we focus on the four areas listed 
above: government revenue, management of non-renewable resources, stabilisation of domestic prices 
and industrial development. Section 5.3 discusses possible alternative provisions in FTAs that might 
address some of the concerns from developing countries about restrictions on the use of export 
measures.  

5.1 Effects of export restrictions and taxes 
Countries apply export restrictions for multiple reasons. To understand their use, it is necessary to 
consider the broader political economy of such policies as well as the economics. 

5.1.1 Reduction/Stabilisation of domestic prices 
Food security, fighting inflation, stabilising domestic prices and safeguarding domestic supplies are the 
most common justifications for the implementation of export restrictions (Fliess et al, 2014), along with 
industrial policy and raising revenue in the case of export taxes. By taxing or placing restrictions on 
exports, countries ensure that part of domestic production is supplied to the domestic market rather than 
exported. This leads to a reduction of internal prices. Export taxes have been linked to lower levels of 
poverty (Cicowiez et al, 2010a; 2010b), particularly when applied to staple foods and other consumer 
products. Falls in consumer prices would show up in price indexes used to measure poverty rates. But 
evidence of price stabilisation is inconclusive and may point to negative effects in the long term. As 
noted above, export taxes and restrictions introduce a wedge between the domestic and export prices. 
This reduces domestic prices in the short term, but the medium and long term effects are less clear.  Any 
price increase can create major political problems in developing countries because of the negative 
impact on disposable income. In most developing countries, the capability of households to substitute 
for more expensive products is very limited, there are generally fewer alternative products available, and 
these alternatives may be unacceptable for cultural reasons. Clearly, the higher the price increase the 
greater the effect on household budgets.  

Case studies of Argentina suggest that the introduction of export taxes reduced the level of the 
consumer price index by 4.12 % in the short term (Zincenko, 2005). Nogues (2008) conducted research 
aimed at assessing the implications of removing export taxes, and found that their removal would 
increase consumer prices by about this level. Indonesia and Thailand also used export taxes to reduce the 
domestic price of palm oil and rice, respectively. Nevertheless, Piermatini (2004) found that export taxes 
in Indonesia failed to have any significant effect on consumers because the products represented a small 
share of their budgets. In the case of Thailand, however, the policy had an income distributional effect 
between rural and urban poor households.  

The long-term effects of export measures were systematically analysed by looking at wheat export 
controls in Russia and Ukraine during the 2007/2008 global food crisis. Götz, Glauben, & Brümmer (2013) 
showed how export restrictions temporarily reduced the degree of integration of Russian and Ukrainian 
domestic markets in world wheat markets, pushing growers’ prices below their long-run equilibrium 
level. While restricting exports during a food crisis may seem like a good idea, it proved to be counter-
productive in the long-term. By limiting exports to secure short-term domestic demand, Ukrainian and 
Russian farmers sent the message to international markets that they were unreliable suppliers and the 
strategy backfired. 

The benefits of reduced domestic prices for food products through export taxes are not limited to 
households. Domestic industries benefit from the lower prices in terms of inputs because of the subsidy 
effect. This is similar to a positive effective rate of protection when tariffs on the inputs are lower than the 
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tariffs applied on the final product, an issue discussed in further detail below. Nevertheless, export taxes 
or restrictions do very little to address inflationary pressures. Export taxes introduce a wedge between 
dollar-denominated domestic and export prices, but they cannot address the evolution of the domestic 
currency denominated prices, which depends on other factors such as the domestic monetary policy. To 
that end there have been attempts to use variable export taxes to decouple domestic prices from the 
evolution of international prices. An examination of the short-lived “variable export taxes” in Argentina 
shows that the export tax rate adjusts upwards when international prices increase. In Argentina’s case, 
tax rates rose between December 2007 and March 2008 from 35 % to 44 % and from 32 % to 39 % for 
soybeans and for sunflower respectively. This caused a conflict between the government and farmers 
that paralysed the commercialisation of grains in Argentina between March and July 2008, and was only 
resolved when the Argentine Senate rejected the government’s executive decision and tax rates returned 
to their original levels. 

5.1.2 Addition of value added in production 
As already indicated, export taxes and restrictions reduce the price of inputs used in production by 
increasing their supply on the domestic market. This provides a subsidy to the industries that use the 
products covered. This policy tool is frequently employed when countries seek the industrialisation of - or 
greater value-added in - natural resource based sectors, and it is often seen as a means of responding to 
tariff escalation (Golub and Finger, 1979). Tariff escalation is when higher tariffs are applied to processed 
or higher value-added products, but lower tariffs on raw material inputs. The key to a successful export 
tax in response to tariff escalation is to compensate by taxing the inputs (such as raw materials) relatively 
more than the final products. It is not necessary to leave the final product untaxed as long as the rate 
applied on the input is higher. This practice is called the Differential Export Tax (DET) rate and has been 
applied, for example, by both Argentina and Indonesia in the oilseeds value chain. Bouet et al. (2014) 
illustrated the importance of DETs for raw materials on the output of final products. Another example is 
Chinese export restrictions in the rare earth minerals, which promote the competitive position of 
domestic high-tech producers by penalising foreign competitors (Massari and Ruberti, 2013).  

It is interesting to compare the welfare effects of export restrictions and other industrial policies such as 
tariffs and subsidies. For example, consumers generally tend to reject tariffs on finished products as they 
often pay for such protection, which implies a transfer from consumers to firms. Tariffs raise the price of 
imports, which in turn allows domestic producers to raise their prices. A subsidy implies a direct transfer 
from taxpayers to firms. In the case of an export tax on raw materials, the mechanism is slightly different. 
Firms that produce the input bear the cost of the policy and neither the consumer nor the government is 
directly affected.  

Export taxes and restrictions also create incentives for firms in non-affected and apparently unrelated 
sectors. This occurs because restrictions or taxes reduce the profitability of the product concerned, and it 
can be assumed that this results in the release of resources for other sectors of the economy to employ. In 
developing countries where investment is very limited and generally focused on the profitable export 
sectors, this may constitute a means of diverting resources to other sectors important for development.  
For example, Pakistan imposed export taxes on raw cotton with the objective of incentivising production 
of cotton yarn, but with less than satisfactory results (Piermartini 2004).  

5.1.3 Increasing government revenue 
Export taxes can also be an efficient and relatively low cost way to raise government revenues. Although 
they create incentives to under-declare the value of trade, effective monitoring (e.g. customs officials and 
financial agents) can improve the tax collection regime. Tax collection is also facilitated because the 
export trade of the main products covered by export taxes tends to be dominated by a few firms.  
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In principle, the limited tax collection capabilities in many developing countries make collecting less 
distortionary taxes, such as income tax, much harder than collecting export taxes or tariffs. So taxes on 
trade are often one - if not the main - source of government revenue in addition to foreign aid. As noted 
above, the negative effects on government revenue of reduced collection of taxes on trade (mainly 
tariffs) have been one of the main points of contention in EU EPA negotiations. Bilal et al. (2012) 
estimated that the EU’s EPA with West Africa could result in a loss of government revenue of between 
23 % and 27 % for The Gambia due to lost tariff revenue.  

Similar to the case of tariffs, export taxes tend to represent a smaller share of tax revenue as a country’s 
level of income grows. As a country’s income and institutional capabilities grow, other sources of 
government income become available, including personal and corporate income or value-added tax 
revenues. However, a quick inspection of the relationship between the share of export taxes in total 
revenue and income per capita casts doubt on this expectation. Many countries with relatively high 
incomes (implying greater tax collection capabilities) also report a large share of export taxes in total 
revenue. In fact, the low-income countries that rely heavily on export tax revenues tend to be exceptions 
rather than the rule. Just a few countries or regions (specifically Argentina, Russia and the ASEAN) would, 
as was shown by Laborde et al. (2013), account for 90 % of the total reduction in government revenue 
from the global elimination of export taxes.  

Moreover, existing data suggests that developing countries do not rely on export taxes as a major source 
of income (see Table 7 and Figure 2). We can attribute this to the high degree of product concentration in 
exports. Developing countries that depend on a few exports cannot make extensive use of export taxes 
because they need the income from exports to finance imports and other payments to the rest of the 
world. Export taxes reduce the volume of exports and income from exports, necessitating other sources 
(aid or loans) or a reduction in imports of other products, to meet balance of payments objectives. On the 
other hand, medium or large economies like Argentina or Russia, which have a more diversified export 
structure and other sources of foreign income, are freer to tax some exports despite a subsequent 
reduction in export volume. In this way, they can raise revenues using export taxes without endangering 
the sustainability of their balance of payments. As larger exporters tend to be price setters in world 
markets, a fall in foreign revenue from a reduction in export volume is partially offset by an increase in 
the international price due to the export tax. This may explain why these countries’ export taxes 
represent such a large share of their total government income. 
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Figure 2 Revenue from export taxes versus income per capita 

 

Source: Own calculations based on World Bank Development Indicators. Note: Years vary by country. 

Table 7 Share of government revenue generated by export taxes 
Country Year Share Country Year Share Country Year Share 
Afghanistan 2012      0.2  Egypt, Arab Rep. 2011    0.2  Niger 2007      9.5  
Algeria 2011      0.1  Equatorial Guinea 2009    0.1  Norway 2012      0.0  
Angola 2012      0.0  Ethiopia 2011    3.2  Pakistan 2006    19.3  
Argentina 2004    15.3  Fiji 2006    0.7  Panama 2001      0.0  
Australia 2012      0.0  Ghana 2011    0.1  Papua New Guinea 2002      4.4  
Azerbaijan 2012      0.0  Guatemala 2005    0.0  Romania 2005      5.3  
Bahamas, The 2012    26.0  Iceland 2006    0.0  Russian Federation 2012    43.4  
Bangladesh 2011      0.0  India 2012    0.0  Rwanda 2009      0.0  
Belarus 2012    13.7  Indonesia 2009    2.8  Sao Tome and Principe 2012      0.0  
Benin 2012      0.1  Kazakhstan 2004    0.7  South Africa 2012      0.0  
Bhutan 2008      0.0  Kyrgyz Republic 2012    0.0  Sri Lanka 2007      0.0  
Bosnia and Herzegovina 2006      0.0  Lao PDR 2012    0.9  Suriname 2012      0.3  
Botswana 2012      0.0  Lesotho 2008    1.8  Tajikistan 2004    15.7  
Bulgaria 2001      0.0  Liberia 2012    1.0  Tanzania 2012      0.2  
Cambodia 2012      2.6  Macedonia, FYR 2007    0.0  Thailand 2012      0.0  
Central African Republic 2012      2.1  Malaysia 2012    1.3  Togo 2012      0.5  
Congo, Dem. Rep. 2010      0.8  Mali 2005    0.0  Tunisia 2012      0.1  
Congo, Rep. 2008      0.5  Mexico 2000    0.0  Uganda 2012      0.0  
Costa Rica 2012      0.1  Mongolia 2012    0.0  Ukraine 2012      0.1  
Cote d'Ivoire 2012    12.2  Morocco 2010    1.6  Uruguay 2004      0.0  
Dominican Republic 2011      0.1  Nepal 2012    0.4  Vanuatu 2009      0.1  

Source: World Bank Development Indicators 

Note: This list includes only those countries that reported information in any year between 2000 and 2012. The 
value 0.0 indicates a rounded-up positive value. LDCs in italics.  

5.1.4 Environmental aspects / natural resource management 
Another possible use of restrictions and taxes on exports addresses the management of natural resources 
or public goods such as the environment. Markets normally fail to reflect the true cost of externalities in 
these areas. The literature on externalities frequently distinguishes between the private and social levels 
of output, with the former referring to the maximisation of benefits from growth and the latter 
considering costs associated with the environment. Private firms may thus set a level of output above the 
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socially optimal level of output determined by the cost of any damage to the environment. Government 
intervention in the form of restrictions, bans, or taxes are therefore means to address such market failures 
and bring output closer to what is socially acceptable. This requires reductions in the level of output and 
the rate of extraction of raw materials. Therefore, restrictions on mineral exports can be used to preserve 
and extend the life of deposits, or taxes can be employed on agricultural exports to address soil erosion.  

The effectiveness of these measures in achieving their goals also depends on the size of the domestic 
market. Export measures will be ineffective if the domestic market is large enough to absorb the resultant 
excess domestic supply. As discussed above, the introduction of restrictions or export taxes may even 
boost downstream production with a consequent increase in demand for the product concerned. For 
example, Piermartini (2004) shows that export taxes applied on sawn timber did little to protect natural 
resources in Indonesia, as low prices encouraged the adoption of inefficient logging practices and wood 
processing (e.g. wastage ratio was twice the international average). In the case of molybdenum in China, 
Beijing imposed export taxes to curb domestic mining, but this led to an increase in demand for products 
containing molybdenum, with the result that that there was no reduction of the mined raw material 
(Korinek and Kim, 2010). The export restrictions apparently also created incentives for illegal mining and 
trade (Schubert, Brutschin, & Pollak, 2015). In short, attempts to reduce the use of a product through 
export restrictions can have the opposite effect.  

5.1.5 Management of stocks 
Export restrictions can be put in place when there is a large gap between harvests, in this case to meet 
consumption needs. For example, unusually high exports impede the creation of stocks, and shortages 
are expected during periods where the increase in output is impossible. A restriction can help to smooth 
the commercialisation of products in the non-harvest periods.  

Mitra and Josling (2009) discuss export restrictions for agricultural products when there are poor harvests 
and a need to build stocks to cover potential shortages. The smooth management of stocks and the sale 
of the products require sufficient storage capacity. This may be problematic in developing countries 
where storage capacity is expensive to build. Farmers frequently need to sell as soon as they harvest in 
order to pay for debts incurred through planting. This is often difficult for farmers in developing 
economies, so that some kind of government financing may be necessary to avoid a generalised default 
on debts.   

These constraints in the capability of building stocks and storage facilities in developing countries imply 
that export restrictions may have limited desired effect. They may lead to spoilage of the product 
because of poor storage conditions. Moreover, they may affect the business cycle in developing countries 
and impede financing of the future sowing.  

5.1.6 Other uses 
Export taxes or restrictions can also be used to control certain types of illegal activities or illegal trade. 
Bans or taxes on the export of scrap and waste, for example, may be imposed to guard against the export 
of minerals that may have been obtained illegally, as Fung and Korinek (2014) argue. The success of these 
measures depends on whether the domestic market can provide an alternative source of demand for the 
products. According to the OECD database, Guyana, Jamaica and Mauritius have introduced restrictions 
to address such issues.  

Alternatively, export taxes and restrictions can be used to offset the effects of a sudden increase in the 
price of exports on exchange rates. In this case, the exchange rate overvalues because of the increased 
inflow of foreign currency thanks to the higher price for a major export commodity of a country. The 
problem is exacerbated as the prices of non-tradable goods increase and exports of other non-traditional 
products decline due to reduced competitiveness, a phenomenon associated with so-called ‘Dutch 
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Disease’. Bresser-Pereira (2008) argues that export taxes can help to reduce the tendency towards 
exchange rate appreciation and neutralise these effects. Theoretically, this policy should only work for 
small economies. In the case of large countries (e.g. price setters), the introduction of an export tax or 
restriction would increase the international price, thus reinforcing the Dutch Disease and currency 
appreciation. Although it may partially address the effects on the exchange rate, it will not offset them 
completely.   

5.2 The effects of stricter regulations 
The previous discussions have identified the main effects or benefits of the use of export taxes and 
restrictions. In this sub-section we provide an assessment of the effects of stricter regulation - or 
prohibition - of the use of these policy tools. We focus on four dimensions. These are, as covered in the 
previous section, the effects on domestic prices, government revenue, the use of non-renewable 
resources and industrial development/increased value added in exports.  

5.2.1 Domestic prices  
The primary beneficiaries of reduced prices resulting from export taxes are consumers rather than other 
firms. This explains the popularity of such measures in places like Argentina and why the recent removal 
of export measures has been controversial (Financial Times, 2015). Unfortunately, the effect of 
Argentina’s recent elimination of export taxes on agricultural products (in December 2015) cannot be 
observed in price statistics as the figures were not published26. Argentina also devaluated its currency 
and simultaneously eliminated subsidies on energy products, making it very complicated to isolate the 
effect on inflation of eliminating the export tax, versus the other policy shocks.  

Other countries have also used export taxes to reduce the domestic prices of exported products, but 
Piermartini (2004) found that export taxes on palm oil and rice used by Indonesia and Thailand had a 
limited effect on consumers, basically because they represent a small share of the consumers’ budget 
(although the case of rice in Thailand may be more representative). The measures had only a limited 
effect on prices and thus consumer budgets in the short term, and even less in the long run. Export taxes 
reduce the incentive to produce for the companies affected. In the case of countries whose producers are 
struggling to compete on world markets, export taxes would eliminate whatever minimal profitability 
they have, driving them out of business and further reducing supply. Tighter regulation or prohibition of 
the use of export taxes would not therefore have a significant effect. 

For LDCs there is unfortunately no evidence of the effects of export taxes or restrictions on domestic 
prices. It might be assumed however, that they would reduce domestic prices. This suggests that tighter 
regulations on the use of export taxes and restrictions would have an immediate effect on the consumer 
price index. The elimination of tariffs in a destination country (as a result of an FTA) would have a similar 
effect in the country of origin by increasing the latter’s exports and reducing the domestic supply in the 
short term. However, in the long term regulation or removal of export taxes and restrictions in LDCs can 
be expected to sustain production of the products concerned. 

As discussed in chapter 3, with the exception of the EU-CARIFORUM EPA, the use of export taxes and 
restrictions can be justified under specific circumstances to address shortages of products. This means 
that countries could intervene using this sort of tool in times of general scarcity that drive prices up. In 
such cases, it would be necessary to show that the taxes or restrictions are justified on the grounds of a 
shortage (generating the rise in price) and not as part of a general policy of lower domestic prices. In this 

26 Official Consumer Price Index has been suspended in January 2016. New Index is expected to be released in June 2016. La 
Nacion – “En crisis: el Indec todavía busca su brújula” 21st February 2016. 
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latter case, the policy could run counter to the rules in the EPAs (and the WTO with respect to export 
restrictions).  

5.2.2 Industrial development/Increase of value added in exports 
Countries use export taxes and restrictions to facilitate the development of further stages of production 
(See page 27). This suggests that regulations prohibiting a tax or restriction would have detrimental 
effects on the industries that use the product intensively.  

Export taxes or restrictions alone cannot ensure that an industry develops. Other conditions need to be 
satisfied, such as market size and the availability of other resources (particularly capital and labour). LDCs 
often lack the financial resources, infrastructure and frequently the necessary skilled labour. In such cases 
export taxes or restrictions may only have a limited or minimal effect, so limitations or prohibitions on 
their use would not constitute a major constraint on development.  

The effect of removing an export tax or restriction on the development prospects of an industry should 
also decrease the longer the measure has been in place. If the policy of supporting the industry is 
successful, the industry concerned should, after a reasonable period of time, have achieved the 
economies of scale needed to cope with the effects of liberalisation.  

On the other hand, from the political economy point of view, an industry that has benefitted from 
protection may have grown sufficiently to exert the lobby power necessary to prevent its removal. For 
example, soybean oil and by-product exporters in Argentina, the largest in the world, successfully 
campaigned to maintain export taxes on oilseeds (La Nacion, 1998).  

Based on our analysis, one can therefore expect tighter regulation of the use of export taxes and 
restrictions in LDCs to have very limited effects on industrial development. Indeed, the record to date 
(see Bouet et al, 2014 and Piermartini 2004) based primarily on ex-ante analyses on such development 
policies provides little reason to expect otherwise. Attention should be focused on some specific cases in 
which export taxes are essential for the survival of specific industries that are important for development 
or employment. In this context it is important to consider what alternative policy instruments may be 
available. Some of them, as we will see below, are possible within the context of FTAs.  

It should be noted that there are exceptions allowing temporary export taxes in the EPAs to promote the 
development of industries, except for the EU-CARIFORUM where the prohibition is complete. In the case 
of export restrictions, on the other hand, the prohibition would be general as neither EPAs nor the WTO 
would consider industrial development as justification for an exception.  

5.2.3 Government revenue 
One of the main reasons for the use of export taxes is that they are direct and relatively easy to collect. 
Rules in trade agreements that require the removal of export taxes can therefore be expected to have a 
negative effect on government revenue in LDCs. 

This will depend on the share of export taxes in total revenue. This data was presented in Table 7, which 
showed that export taxes tend to represent a small share in the overall tax collected. Only for a few 
countries: Argentina, the Russian Federation, Pakistan, Cote d’Ivoire and Tajikistan, do they represent a 
sizable share. In the cases of Argentina and the Russian Federation, they are middle-income countries, 
which should be in position to offset the negative effects associated with the removal of export taxes 
through other revenue-raising instruments.  

Countries such as Cote d’Ivoire, Tajikistan, Pakistan or Niger are not so well placed. They cannot make 
adjustments to their already limited budgets or rely on the collection of other taxes. Therefore, stricter 
rules on the use of export taxes may have a particularly negative effect on these and similar countries. 
This problem would be exacerbated if tariff revenue is also reduced as a result of an FTA. An agreement 
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that restricts the use of export taxes and also reduces tariff revenue, such as the EPAs, will therefore have 
a negative effect on government revenue.  

Table 8 shows a detailed view of the group of LDCs. Based on EU trade statistics from 2014, we indicate 
the share of EU imports as well as exports in the total trade of the country and its major export product. 
We assume that where a country’s imports from the EU are particularly high, the effect on government 
revenue as a result of tariff reductions will be correspondingly high. However, this revenue loss should be 
balanced by increased revenue from export taxes on the increased trade resulting from an FTA, if export 
taxes are allowed for a transition period.  

Table 8 Share of exports to and imports from the EU in EPA members27 
Country Liberalization 

Provision 
Main Exports 
to the EU 

Export share 
(2014)28 

Import share (2014) 

Benin West Africa EPA Agriculture 6,1 % 11.7 % 

Burkina Faso West Africa EPA Crude materials 32,6 % 15,2 % 

Burundi EAC EPA Agriculture 29,9 % 22,8 % 

Gambia West Africa EPA Agriculture 21,2 % 15,2 % 

Guinea West Africa EPA Fuels and mining 
Products 

22 % 16,3 % 

Guinea Bissau West Africa EPA Agriculture 1,3 % 49,8 % 

Lesotho SADC EPA Pearls, precious metals NA NA 

Liberia West Africa EPA Fuels, minerals, ores 39,4 % 6,4 % 

Mali West Africa EPA Agriculture NA NA 

Mauritania West Africa EPA Crude materials 27,9 % 37,6 % 

Mozambique SADC EPA Fuels and mining 30,9 % 10,2 % 

Niger West Africa EPA Chemicals 30,9 % 29,8 % 

Rwanda EAC EPA Fuels and mining NA NA 

Senegal West Africa EPA Agriculture 16,5 % 43,7 % 

Sierra Leone West Africa EPA Fuels and mining 13,6 % 29,3 % 

Tanzania EAC EPA Agriculture 17,9 % 8,8 % 

Togolese Republic West Africa EPA Agriculture 6,5 % 40,8 % 

Source: Own elaboration based on official DG Trade documents on trade with the EPA members. 

Table 8 shows which countries might experience significant revenue loss. Senegal, Togo and Guinea-
Bissau all import more than 40 percent of their goods from the EU, so reduced import duties could mean 
a significant revenue loss. 

However, this analysis presents an upper bound of the likely revenue effects from the EPAs because the 
developing country signatories to EPAs can retain the tariff on up to 20 % of tariff lines. An analysis that 
looks into the disaggregated trade, tariffs and exceptions to the schedule would help provide a more 
accurate picture of the tariff revenue loss associated with the EPAs. 

Guinea Bissau presents such an interesting case because it is highly dependent on EU imports, as we can 
see from Figure 3, and this dependence is increasing. In the period from 2013 to 2014, the net value of 

27 Data was collected based on DG Trade documents.  
28 The data is based on the world trade, indicating the importance of the EU as a trading partner.  
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imports from the EU (exports in the Figure as they are EU statistics) grew from around EUR 100 million to 
EUR 160 million, while exports to the EU remained marginal. Niger presents another interesting case 
because it has a relatively high share of revenue from export taxes (9.5 %). Figure 3 (bottom graph) shows 
Niger’s exports to the EU grew in the years 2012 and 2013, but dropped by roughly EUR 200 million in 
2014. However, the West African region was granted a transition period of 20 years in the EPA in which 
agricultural products are excluded from liberalization (EU Commission, 2014). These two countries 
therefore show substantial differences in the pattern of trade within the same EPA, so that the impact of 
limitations on the use of export taxes or restrictions will vary accordingly. A similar observation was made 
by Dirksen & Dieye (2011), who also studied the possible effects of the EPA on West African countries. 
Their study suggests that a regional approach to trade agreements with these countries might be 
inappropriate given the significant disparities even between LDCs in the group. 

Figure 3 European Union trade with Guinea Bissau (top) and Niger (bottom)29 

 

Source: Own elaboration based on DG Trade statistics  

For countries that export a large share of their raw materials to the European Union (Burkina Faso, 
Burundi, Gambia, Guinea, Liberia, Mauritania and Mozambique), stricter rules on export taxes may have 
negative effects on their tax revenues. For example, Guinea, which has some of the largest bauxite 
reserves in the world, depends a great deal on revenues from bauxite taxes (KPMG, 2014). However, as 

29 Data taken from the DG for Trade. Access through: http://trade.ec.europa.eu/doclib/docs/2011/january/tradoc_147297.pdf and 
http://trade.ec.europa.eu/doclib/docs/2011/january/tradoc_147349.pdf  
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the EU-West Africa EPA allows the retention of existing export taxes but not the introduction of new 
ones, Guinea can continue to raise revenue on its bauxite exports.  

In the case of the EU-CARIFORUM, the prohibition on the use of export taxes affects only two countries: 
Suriname and Guyana. In the case of Guyana, this only affects 0.20 % of the total tax collection (European 
Parliament, 2009), so the effect of the prohibition on the use of export taxes in the EPA is of second order. 
The same applies to Guyana where the 1.5 % general export tax rate is questioned in “view of the limited 
revenue collected due to a wide range of exemptions”.30  

To sum up then, limitations or prohibitions on the use of export taxes to raise revenue are expected to 
have limited effects in developing countries, either because they do not rely on them for significant 
revenue, or because there are exceptions (at least in the EU-West Africa EPA and others) that would allow 
for the temporary use of taxes to raise revenues. The prohibition on using export taxes in the EU-
CARIFORUM EPA is expected to have minimal effects, as these taxes represent only a small share of the 
total tax revenue from the countries that use them.  

In negotiations with other large developing countries, prohibitions on the use of export taxes might 
present a problem, as they tend to represent a larger share of revenue in these countries. However, in the 
ongoing EU-Mercosur FTA negotiations, export taxes and their importance for tax revenue have become 
less of a problem because Argentina unilaterally removed most taxes.  

5.2.4 Curb use of non-renewable resources 
Countries use export taxes and restrictions to manage natural resources and curb the use of non-
renewable resources. We have concluded that the effectiveness of these measures depends on the tax or 
restriction not increasing domestic demand. This is because the restriction or tax reduces the domestic 
price of the product concerned and incentivises its production. In these cases the restriction may do very 
little to protect the resource31.  

As discussed earlier in the cases with Chinese molybdenum and Indonesian timber, export taxes and 
restrictions did not lead to the expected or desired results, probably because of the domestic market’s 
size. In large economies, constraints (e.g. size of the labour force, infrastructure, availability of credit, etc.) 
are less binding than in LDCs or smaller developing countries, so limitations or prohibitions on use can be 
expected to have a negligible effect on the declared objective of conserving the resource, for example. 

On the other hand, in the case of LDCs or smaller developing economies, the removal of the export tax or 
restriction because of stricter rules may result in an increased usage - and an undesirable depletion - of 
the raw material, if other measures are not taken. Stricter rules may therefore have a negative effect on 
the management of certain non-renewable resources. Unfortunately, no ex-post studies are available that 
address this specific question. 

5.3 Other development tools in FTAs 
An FTA may trigger exports and benefit firms, but it may also increase prices and negatively affect 
consumers. In general, it can impact different interests in positive and negative ways. In this instance, 
export taxes and restrictions can provide some compensation in the form of transfers from winners to 
losers in the domestic economy. But the use of such instruments can have negative effects on third 
countries, particularly when the country applying them is a large supplier. The EU, for example, is 
concerned that these instruments affect the availability of certain key raw materials and impose higher 

30 WTO (2009), Guyana Trade Policy Review, Report by the Secretariat. WT/TPR/S/218 
31 It is important to highlight that non-discriminatory measures (i.e. temporary restrictions on fishing) are not covered here as 
they are outside the scope of the study, which focuses on the effects of taxes and restrictions on exports.  
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costs on the European industries, so Brussels has sought to include rules within the FTAs it negotiates 
that discipline their use. 

At the same time, the EU is a champion in assisting developing countries through the provision of official 
development assistance and many trade-related instruments such as unilateral preferences (i.e. GSP 
regime) and asymmetric concessions favouring developing countries in the FTAs. However, in the case of 
export taxes and restrictions, the EU has struggled to reconcile its global strategic interest in access to 
raw materials with the desire to promote development. It can also be argued that the greatest benefit 
from FTAs comes from liberalisation of both import and export controls. Therefore, alternative solutions 
need to be identified to help developing countries without affecting the sustainable supply of inputs 
(such as raw material) to the EU producers.  

This section discusses possible alternative instruments (to export taxes and export restrictions) that can 
promote the objectives listed above. This is not, of course, a complete list of policies. Lower domestic 
prices, for example, can be achieved in many ways, including through the use of macro tools such as 
monetary policy. However, many policies are not typically trade related or normally included in FTAs, so 
we will focus here on only those that can be normally included in an FTA.  

5.3.1 Reduction of domestic prices 
A normal effect of an FTA is for the domestic price of exported goods to increase. As the export price 
rises, firms increase their exports to the FTA partners, reducing (in the short term) the supply to other 
buyers, including the domestic market. This may have important implications in terms of prices and 
consequently on poverty. In the case of food products, a rise in prices may result in food insecurity.  

Prices are of course explained by multiple factors, including the size of the economy (i.e. small economies 
will tend to have higher prices), the level of competition, and in the short term, monetary policy and the 
exchange rate regime. An FTA may be responsible for a change in just one dimension of this 
multidimensional problem. Therefore, any provisions included in an FTA such as an EPA are unlikely to 
provide a comprehensive solution to the problem of domestic prices. 

There are not many trade disciplines that can be introduced to address this issue. Import quotas applied 
by the EU, as explained above, can help. But these would have to be compatible with the WTO and EPAs, 
and would require complex, detailed negotiations on quota size, quota administration, etc. 

Official assistance in the form of technical cooperation to make domestic markets in developing countries 
more transparent and more competitive should also be considered. In addition, help to develop 
insurance systems (e.g. against adverse weather) and means of hedging against fluctuations in prices (i.e. 
futures markets) should help to create markets with increased certainty and more stable domestic prices.  

5.3.2 Increased value added in exports/Industrial development 
A frequent problem of the trade with LDCs is tariff escalation affecting their exports. In the FTAs the EU 
signs with developing countries, including the EPAs, the move to zero tariffs for all EU imports removes 
any tariff escalation facing developing countries because all EU tariffs are zero.   

The preference for developing countries in FTAs or EPAs with the EU creates incentives in developing 
countries to export to the EU. Whenever the products benefitting from the EU preference are part of the 
value chain, these can add value to the developing countries’ export sectors. The standard FTA would 
therefore generate incentives to increase value added to exports and develop productive sectors. 
Evidence on this point is very limited, but Blyde et al, (2013) provides important evidence of the positive 
relationship between FTAs and the development of value chains.  

On the other hand, if the preference margin is in sectors where a developing country does not have 
comparative advantage, the FTA would have no effect on the exports or might result in increased exports 
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of products for which the developing country is not an efficient supplier32. While this may be beneficial in 
the short term, it will not further sustainable development. The sectors will remain competitive in the EU 
only as long as the margin of preference remains high.  

As the EU negotiates FTAs with third countries, the LDCs’ preferences will be eroded (Winters, 2009). If 
the producers in the third country are efficient (i.e. cost effective), they will displace the LDC - and other 
inefficient - suppliers. Any LDC preference will also be reduced by a negotiated reduction of EU MFN 
tariffs and the LDC exporters would be equally negatively affected. This implies that, although the FTA 
may provide incentives for product development and the addition of value added in exports, these may 
be ephemeral.  

One possible measure in FTAs is the inclusion of flexibilities in the rules of origin for LDCs. Rules of origin 
are used to define the origin of the products and thus the products that should benefit from the 
preference. For example, a rule of origin may specify that 70 % of the value added of the product must 
originate from the preferential partner in order to benefit from the preferential access. 

In the case of FTAs with LDCs, these rules could be more flexible than those for FTAs signed with non-
LDCs. FTA rules of origin can provide for cumulation in which inputs sourced from another country can 
contribute to the originating status of products. Cumulation can be bilateral, such as when inputs 
sourced from the EU can (ac)cumulate with value-added in the developing country partner of the EU to 
ensure that the exports from the latter meet the preferential origin rules. In FTAs or EPAs, regional and 
diagonal cumulation allow inputs originating in other LDCs/developing countries to count towards the 
requirements of origin rules. These cumulation rules can be extended to any country with an FTA with 
the EU. In this way, imports of inputs or intermediate goods from other LDCs/developing countries would 
be promoted, as would trade between the LDCs. LDCs can effectively specialise in the assembling of 
products that require low-skilled labour. This will lead to transformation of the economic structures of the 
LDCs (Jounjean et al, 2015). The rules of origin governing the EPAs allow cumulation between other 
states as part of an EPA. Therefore, it is possible for greater value chain integration between ACP 
countries.  

Finally, the EU may look into reinforcing their development assistance programs, particularly those 
associated with Aid for Trade. This would assist LDCs to develop their productive capabilities in their 
sectors of interest.  

5.3.3 Tariff revenue 
LDCs can exclude from liberalisation those products that are responsible for a large share of the tariff 
revenue. However, they will consequently lose some of the economic benefits of the reduced tariffs. In 
reality, every FTA results in some loss of tariff revenue and this must be included in any cost-benefit 
assessment. In such assessments it is frequently claimed that the increased trade and economic activity 
associated with the FTA helps to offset the loss of tariff revenue through other taxes (i.e. income tax, VAT, 
etc.). As countries import more, VAT applied to all products regardless of their origin is increased. More 
exports lead to more economic activity that also generates higher collection of income tax. However, 
given their institutional weaknesses, LDCs tend to collect very little from such taxes. These limitations 
need to be recognised and alternative solutions found. These are likely to be non-trade policy solutions. 
The EU might, for example, consider using some of their assistance programs to offset such losses, by 
increasing the funds allocated to the general budget for LDC support. The way in which this is 
implemented is outside the scope of the study as it involves more general development. 

32 We abstract from the welfare implications in the EU associated with trade diversion.  
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5.3.4 Management of natural resources 
The reduction in EU tariffs associated with an FTA may trigger an excessive extraction and exploitation of 
non-renewable resources in the partner country or countries (see page 29) or increase pollution beyond 
socially acceptable levels. Countries claim to use export taxes and restrictions to bring extraction and 
pollution back to acceptable levels. If these tools are not available, are the alternative solutions? 

This problem tends to be less important, at least in the context of non-renewable resources, in the FTAs 
with the EU because the EU applies low MFN tariffs on the typical natural resources concerned, so any 
preference margin is small.  The incentive from the FTA to extract more resources is therefore lower.  

It is hard to find typical trade provisions in FTAs that can address any remaining problems beyond the 
typical declaratory statements asserting the importance of a balanced use of natural resources. One 
concrete measure might be to negotiate a voluntary restraint on the importation by the EU of certain 
products for a limited period of time. However, this would create a quota or quantitative restriction, both 
of which would be incompatible with GATT/WTO rules.  

6 Conclusions and policy recommendations 
This study addressed important issues relating to trade liberalization, export restrictions, and 
development. Export taxes and restrictions operate by changing the quantities of the relevant products 
supplied in domestic and foreign markets, with the intention of increasing supply in the former and 
reducing it in the latter. The restrictions take on various forms with the most well-known being an export 
tax, and the others including surtaxes, quotas, price references and even outright prohibitions. Export 
taxes introduce a wedge between domestic and export prices that increases domestic supply and 
reduces domestic prices. This study has been primarily concerned with developing countries. We have 
demonstrated that in the case of small countries, the gain in the terms of trade from export taxes or 
restrictions is outweighed by the overall negative effect on welfare. We also found that export taxes do 
little to help manage or protect natural resources and may incentivise the adoption of inefficient 
practices. 

Likewise, export quotas, which generate important rents, also create specific domestic political tensions 
and problems in the case of food products, which often represent an important share of household 
consumption. Households in developing and least developed countries also often lack the ability to find 
substitutes for the higher priced (food) products that result, which has obviously negative consequences 
for development. In terms of the relevance of export restrictions, we observed that their use has 
increased, particularly over the last decade, with the pursuit of increased government revenues being the 
most frequent justification for their use. Large or medium-size countries tend to be the most frequent 
users of such measures.   

In this sense, it is important to distinguish between the objectives and the results or effects of export 
taxes and restrictions. In most cases, export taxes and restrictions are used to address genuine national 
interests and can be used to concurrently address multiple policy goals such as implementing an 
industrial development policy, raising government revenues, and addressing issues of food security. In 
addition, they have been used to address negative environmental externalities as well as externalities 
associated with the exploitation of natural resources.  

At the same time, the study finds that in the long run, export taxes and restrictions tend to have 
undesirable effects on the country applying them, because they can reduce the incentive to produce the 
product concerned, reduce employment and increase prices. Moreover, if the country applying the 
measure is a large supplier, the negative effects are extended to third countries.  

In terms of international law, the use of export taxes is generally allowed under the WTO. Generally, 
quantitative restrictions on exports are not allowed, although there is a range of exceptions that 
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developing countries can rely upon. However, countries that have recently acceded to the WTO face 
limitations in the use of export taxes. In these cases, the limitations tend to apply to future use and not to 
taxes already applied at the time of accession. Although attempts have been made to include greater 
discipline in the current WTO negotiations, there has been no change as of the recent WTO Ministerial 
meeting in Nairobi. 

As part of its Global Europe and Trade for All strategies, the EU has attempted to include disciplines on 
the use of export taxes and restrictions in the FTAs it negotiates. This includes the case of the EPAs 
negotiated with the ACP countries. However, the scope of these provisions varies from EPA to EPA. The 
EU-CARIFORUM EPA includes strict disciplines, particularly on export taxes. EPAs with other regions tend 
to include limitations on the use of new export taxes, but permit the continuation of those already in 
place. The EPAs with the EAC and with West Africa provide exceptions that bring them quite close to the 
(permissive) WTO provisions on export taxes. In terms of quantitative restrictions, the prohibitions on 
their use in the EAC and SADC EPAs are also very similar to those in the WTO.   

Turning to the effects of tighter disciplines or prohibitions on the use of export taxes or restrictions, these 
depend on the economic size of the country applying them. In the case of LDCs, tighter discipline or a 
prohibition of export taxes may lead to an increase in the rate of extraction of non-renewable resources, 
but it is unlikely that they will have a negative effect on the development of downstream industries. This 
is because of the limited effects that export taxes and restrictions have, and the existence of other 
constraints on industrial development in LDCs. 

With respect to consumer prices, one can expect a negative effect of tighter disciplines on the use of 
export taxes or restrictions in the short term. However, over the long term, the effect might be partially 
offset by an increase in output resulting from greater competitiveness. Nevertheless, the short-term 
effect might be particularly severe in LDCs where the poverty gap suggests that many individuals are 
very close to the poverty line.  

Available evidence suggests that export taxes make only a limited contribution to government revenue 
in most countries. Indeed, only certain countries collect a large share of government revenue from export 
taxes, and only a few of these are LDCs. At the same time, larger economies are able to offset the 
negative effects of the ending/removal of export taxes by switching to other revenue sources, while most 
LDCs are not. Thus, special attention should be paid to the double negative effect on revenue associated 
with the reduction of import tariffs and stricter rules on the use of export taxes as a result of FTAs. This is 
particularly relevant in the case of the EPAs, if ACP countries lose tariff revenue and face limitations on 
the use of export taxes. Here, restrictions in the use of export taxes limit the capability to offset, at least 
partially, the negative effect associated with the tariff reduction. The most recent EPAs provide more 
flexibility in this respect. 

As a recommendation, we consider that the role of the European Union (or any third country) in relation 
to export restrictions by LDCs should be limited to advising about their possible negative effects rather 
than efforts to prohibit or ban them. In the case of LDCs, the EU should consider such a flexible approach 
if the benefits for the LDC are particularly large, even when the country concerned is a large supplier with 
substantial market power, and there are potentially negative effects for the EU. In the case of FTAs 
involving small developing countries and LDCs, it will be important to consider the negative effects 
associated with the reduction of tariff revenue. Export taxes may constitute, in this case, a valid tool to 
offset the decline in government income. The EU should allow for this possibility.  

In the case of other FTA negotiations, involving middle income countries, the EU should consider 
imposing restrictions on the use of export taxes and restrictions, especially for vital raw materials. These 
restrictions would not substantially affect the policy capabilities of larger middle-income countries, as 
they have the option of using other tools to address their policy objectives. In the specific case of revenue 
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collection, middle-income countries have access to other sources of government revenue. Export 
measures by such countries will have effects on international prices that involve a transfer from 
consumers in both the EU and the rest of the world, including developing countries and LDCs, to these 
middle-income countries. This suggests that tighter discipline on the use of export taxes and restrictions 
on middle and high-income countries would be consistent with the objectives outlined in the EU’s Global 
Europe and Trade for All strategies in terms of access to raw materials as well as the EU’s development 
policies.  

This suggests that the EU should follow the following guidelines on the use of export taxes and 
restrictions in FTAs: 

• In the case of FTAs with middle-income countries (and above), the EU should include tighter 
disciplines than those prescribed in the GATT. The EU-Korea FTA might be seen as an example in 
this respect. Some minor flexibility can be considered if the EU is not significantly and adversely 
affected. 

• FTAs with small developing countries, and particularly with LDCs, should not include tighter 
disciplines on the use of export taxes and restrictions than those present in the existing WTO rules, 
even when the EU is negatively affected.  

• The EU might need to review some of the EPAs, in particular the EU – CARIFORUM EPA, with a view 
to introducing more flexibility in the interpretation of the exceptions. The practical application of 
such flexibility should be subject to the normal surveillance and monitoring of the implementation 
of the EPAs. The EPAs require transparency in the application of exceptions, so the joint institutions 
could be used. This would provide a means of monitoring the continued use of export measures.  

• In the case of FTAs with middle-income developing countries and LDCs, such as the EU-SADC EPA, 
it should be possible to include special and differential treatment, as indeed the EU-SADC EPA 
already does.  

• Other development instruments need to be included in FTAs with developing countries to enable 
their concerns to be met. But the range of options tends to be limited to development assistance in 
the form of technical cooperation programs and aid.  
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Annex I. Effects of export taxes on small and large countries 
Figure A 1visualises the effects of an export tax in the domestic market. In the original allocation, q0 is 
supplied to the domestic market at a p0. This price applies to both, domestic and foreign market. The firm 
exports the quantity given by the distance from q0 to q3. The introduction of an export tax, reduces the 
price to p1. This reduces the total supply to q2. The domestic market is supplied now q1 units (higher than 
before) and the exports are given by the distance between q1 and q2, smaller than before. A higher export 
tax may make disappear completely exports in this product.    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Own elaboration  

The effects go beyond the changes in prices and allocation of quantities in the export and the domestic 
market. The effects on quantities and prices have important effects in terms of welfare in the domestic 
market. Before the tax, the consumer surplus (the difference between what they are willing to pay and 
what they effectively pay) was given by the triangle given by HaP0. Producer surplus (the difference 
between what the price received and the price at which they are willing to supply) had a domestic (area 
given by P0Gia) and foreign (area adi) component. The total producer surplus is the sum of both areas 
given by P0dG 

The introduction of the tax alters this distribution. The consumer surplus is now HeP1, larger than before. 
The producer surplus is smaller than before and is given by the area P1fG. The change in this area, given 
by P0dfP1 and lost by producers is distributed between consumers (area P0aeP1) and the Government (area 
bcef) given by the new revenue generated. The triangles abe and cdf are efficiency loses because of the 
tax. This suggests that the introduction of an export tax means the transfer of resources from producers 
to both domestic consumers and the Government, and constitutes the basis of the reasons behind the 
use of export taxes as a policy instrument.  

If the country is a large supplier, the effect of the tax will be transmitted to other countries through the 
effect on the world price. Figure A2 helps to understand this mechanism. Before the tax, domestic and 
world prices are equal to pw. At the price, quantities traded worldwide are given by qw. The introduction 
of an export tax generates a reallocation of exports to the domestic market that drives the domestic price 
down to p1. However, the reduction in the exports has important effects in the world market given by the 
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Figure A1: Effects of an export tax in a small country 
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displacement of the world supply curve to Sw
1 and the reduction on the quantities traded worldwide to 

qw
1. Consequently, the world price rises to pw

1.  

 

 

 

 

 

 

 

 

 

Source: Own elaboration based on Latina, J. et al (2011) 
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Figure A2: Effect of an export tax in a large country 
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