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hat kind of multilateral agricultural trade agreement should be designed to benefit 
both competitive exporting countries and non competitive importing countries 
wishing to fulfil their domestic collective preferences for non-trade aspects of 

agricultural production? We show that current trade rules are not efficient in such a 
situation. On the one hand, current trade rules impose to reduce the impact of domestic 
support on production and prices, which is not efficient for the importing countries once 
non trade aspects of agricultural production have been taken into account. On the other 
hand, domestic support targeted to non trade functions of agriculture can be used to distort 
the terms of trade in the case of a large importing country, and become hence a legitimate, 
multilateral trade concern, particularly for competitive exporting countries. Keeping free 
trade as a possible benchmark to assess the distribution of gains and losses among 
countries, we derive from a stylised, two country model, optimal conditions for a trade 
agreement to be beneficial to all. Among such conditions appear international 
compensations from gaining to losing countries. This means that without such a 
compensation, no mutually beneficial trade liberalisation can be expected. 
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