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Masaru KAGATSUME: Market Distortion Effects of Single Desk Trading by State
Trade Enterprises On Agricultural Commodities Trade

The purpose of this paper is to discuss on distortion effects of State Trade Enterprises “STE”
on international markets of agricultural commodities. Particularly, it is the STE which has been
operating under the single desk status in either domestic marketing or export marketing that
matters in this arguments. The objective function of STE activities is to maximize total revenue
of producers while the objective function of private trade enterprises is to maximize their own
profits. Last December, WTOQO had the conference for extending the trade liberalization measures
which had been agreed in GATT Uruguay Round. However, it had failed to reach to the
agreement of further liberalization due to objections by the LDC and NGO against the USA
proposals.

Since then, WTO has tried to have another chance for conference to discuss about liberalization
again. USA has proposed the issues of STE as the agenda for the next conference. As for the
exporting countries, most of Cairns group have STEs. Each member countries of Cairns group
have not always shown the same attitude for this arguments. For example, Australia and New
Zealand have privatized several STEs such as Australian Wheat Board or New Zealand Dairy
Board etc. However, Canada has not privatized any STEs such as Canadian Dairy Committee
etc. As for the importing countries, Japan has STEs such as Food Agency, Agriculture &
Livestock Industry Corporation and Japan Tabaco Incorporated.

China has both exporting STE and importing STE. Since China has been adopting the Planning
Economy system, its trading firms had been owned by the government originally. However, China
has been trying to separate the management aspects as the self owned organizations from the
administration side of the trading firms.

As for the distortion effects of STEs, their “pooling systems” are argued. Most STEs have
adopted the following 3 types of pooling systems. i.e. (i) pooling of revenues in domestic marketing
and export marketing, (ii) pooling of marketing revenues in profitable export markets and non-
profitable export markets and (iii) pooling of marketing revenues of high grade commodities and
low grade commodities. In this paper, 3 economic models are introduced to measure the market
distortion effects of the STEs and discussed on their comparative validity in each of the pooling
systems.
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