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Preface
WTO (World Trade Organisation) members agreed to take forward the Doha Round of negotiations
by adopting a Framework Agreement in July 2004. Agriculture holds the key to the progress of these
negotiations. While all WTO members are interested in agriculture negotiations, some are perceived
as key players (India, Brazil, South Africa, Australia, China, EU, USA). Some of them viz. Australia,
Brazil, EU, India and USA are part of the so-called Five Interested Parties: the informal group,
which pushed hard for the adoption of the July 2004 Framework Agreement.
In this backdrop, CUTS Centre for International Trade, Economics & Environment conceived a
proposal to devise a comprehensive IBSA (India-Brazil-South Africa) Strategy on WTO Agriculture
Negotiations. It was based that expectedly WTO negotiations on agriculture and its implications
(both in terms of process and content) will have a long-term impact on global economic governance.
Besides the fact that the G-20 group of developing countries will play a significant role in the
process and outcome of these negotiations, India-Brazil-South Africa are expected to play a
coordinated role. They have form a group called IBSA and are committed to work together to foster
reform in trade in agriculture.
The Joint Communiqué of the meeting of the IBSA Heads of State and Foreign Secretaries held in
Brasilia in September 2003 states: “Recognising trade is an important instrument in economic growth
and in the creation and distribution of wealth, they (the Ministers) stressed the importance of promoting
a development agenda in the WTO. They renewed their commitment to work together to foster
reform in trade in agriculture, which will eliminate all distorting subsidies and ensure access to
markets in developed countries, while recognising the need for operationalising special and differential
treatment for developing countries. They exchanged views on the ongoing negotiations of the Doha
Round and emphasised the importance of the continued work and coordination of the G-20”.
According to the July Framework Agreement 2004, the Doha Round of negotiations was expected
to come to an end by December 2005, when the sixth Ministerial Conference of the WTO took place
in Hong Kong, China. However, given the realpolitik of negotiations, predictably the Doha
Development Agenda (DDA) launched in 2001 could not be concluded in Hong Kong, members
just managed to achieve a modest outcome and setting up of new deadlines for 2006.
Nevertheless, in the past few weeks global trade talks have been dealt a series of stunning blows.
Members of the WTO who missed the April 30’06 deadline for arriving at the modalities for agriculture
have been urged by Director General Pascal Lamy to have a shared ‘sense of urgency’ and strive for
an agreement. No new date has been set, but obviously an early breakthrough, however improbable
it might seem, would be crucial. It is clear that, even going by the history of the Doha round, the
latest failure is more than just missing of yet another deadline. So much hope was pinned on the
December 2005 Hong Kong Ministerial Meet to take the Doha Development Agenda round
substantially forward: the expectation was that two-thirds of the agenda would be successfully
negotiated, leaving the balance to be wrapped up in 2006.
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However, the only significant achievement of the Hong Kong meet was to keep alive the Doha
Round and the spirit of multilateral negotiations it embodies. All the 149 countries unanimously
approved the draft text treaty. Yet the fact that there was no other result of note brought into sharp
focus the major points of disagreement among the trading partners.
The issues of developed countries reducing agricultural subsidies and the lowering of the tariffs for
industrial products have remained unresolved. In Hong Kong, India and other developing countries
negotiating as a bloc wrested one important concession from the EU and the US – the phasing out of
all subsidies by 2013. To be really effective, the loopholes that allow hidden subsidies in export
credit and food aid will have to be plugged. Moreover, the related contentious issue of domestic
support has eluded an agreement. As the subsequent bickering between the US and the EU shows,
the differences within the developed world have actually widened after Hong Kong.
The Doha round is not moving to right direction and with right pace. A fresh start toward devising a
trading system focused on improving people’s livelihood and providing the space for poor countries
to develop their economies is much needed.
This book is an outcome of the same project ‘Devising A Comprehensive IBSA Strategy on WTO
Agriculture Negotiations’. It has conducted research on IBSA countries’ positions on WTO
negotiations on agriculture. It has also taken into account perception of different stakeholders (such
as farmers, agri-business, consumer groups and other civil society organisations, bodies representing
agriculture labourers). The positions of the IBSA countries are not juxtaposed in isolation. In this
respect, positions and perceptions of other major players –Australia, China, EU, and USA – have
been taken into consideration.
Thus, the book has three sets of working papers: section one comprises of synthesis paper attempting
to arrive at a comprehensive IBSA strategy on WTO agriculture negotiations and its implications on
global governance reform. The other two sections cover country working paper from IBSA countries
and select major players of the agriculture negotiations- Australia, China, EU and USA.
CUTS-CITEE
Jaipur, India
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SECTION I
OVERVIEW AND SUMMARY OF
COUNTRY POSITIONS*

* David Coney, Trade Policy Consultant engaged by CUTS Centre for International Trade, Economics & Environment,
Jaipur, India
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Introduction
The process of bringing agricultural trade within the disciplines of the General Agreement on Tariffs
and Trade (GATT)/World Trade Organisation (WTO) has been long and difficult. It stretches as far
back as the Kennedy Round of the 1960s. Substantial progress in disciplining agricultural trade was
eventually made during the Uruguay Round. This was not the least by establishing a framework of
modalities within which further reductions (in export subsidies, trade distorting domestic support
and market access barriers) could be tackled in subsequent Rounds. Significant progress towards
further agricultural trade liberalisation has been made under the Doha Development Agenda (DDA),
with an agreement to eliminate the most trade distorting export measures by 2013, and to reduce
trade distorting domestic support and market access barriers in a meaningful, progressive manner,
by modalities that are to be agreed. Members of the WTO have agreed to finalise the Doha Round
agriculture modalities by the end of April, 2006.
Special and Differential Treatment (S&DT) is a cross cutting issue in the current agriculture
negotiations, in recognition of the fact that the vast majority of trade distorting support in this
sector is provided by a handful of developed country Members, and that agriculture in many
developing countries is not just another economic sector to be bargained over, but is essential to
food security, livelihood security and rural development. Achieving meaningful disciplines on
developed country Members’ agricultural subsidies and market access barriers was meant to be
part of the ‘grand bargain’ of the Uruguay Round, and is now central to the Development aspect of
the DDA. Failure to achieve substantial and above all effective progress in these areas in this Round
will simply not be acceptable, and will likely lead to the collapse and failure of the DDA, and to the
prolonged and painful reassessment of the multilateral trading system that such a collapse would
inevitably invoke.
Developing countries have historically wielded little power or influence in the GATT, and from the
1970s were effectively exempt from most disciplines. This changed in the Uruguay Round, when
universal reciprocity was re-established and the terms of S&DT were redefined within a narrower
spectrum. Coupled with the deepening of multilateral trade disciplines via the inclusion of new
issues and behind the border measures, this re-establishment of full reciprocity increased the
motivation of developing country Members to engage more fully in the WTO process, and to more
vigorously assert their rights as full WTO Members. This trend built through the Ministerial
Conference in Seattle in 1999 and on to the Ministerial Conference in Cancun in 2003, where the
G20 emerged as a leading new developing country negotiating bloc.
The G20 now holds a place at the top table of the WTO and may, arguably, make or break the Doha
Development Round. Led by Brazil, India, South Africa and China, the G20 is an agriculture-specific
grouping focused on achieving meaningful reductions in export subsidies, trade distorting domestic
support and market access barriers, within a framework that recognises the needs and rights of
developing country Members for meaningful special and differential treatment. The group has tabled
a number of proactive and technically sophisticated proposals that form a significant portion of the
current negotiating text, and are expected to play an important role in bringing the agriculture
negotiations to a successful conclusion by the end of April, 2006.
This suggests an intense period of preparation and negotiation over the next few weeks. The purpose
of this paper is to identify, where there may be room in this process for further joint agriculture
modalities proposals from India, Brazil and South Africa (IBSA), working through their leadership
of the G20.
The paper concludes that there are a small number of important areas where the IBSA countries,
acting through the G20, may still influence the outcome of these negotiations in a positive way. This
will principally be by filling in the remaining modalities gaps with further innovative and technically
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sophisticated proposals. The modalities gaps identified by this paper where the G20 may choose to
make a further positive contribution are as follows:
Domestic Support:
• Elaborate existing G20 proposals on:
W
The level of ‘additional effort’ required by developed country Members in the upper reaches
of the lower bands of the Bound Total Aggregate Measure of Support (AMS) structure.
W
The methodology to cap product specific AMS.
W
Reductions to de minimis for developing country Members with existing AMS commitments.
W
A methodology for capping product specific Blue Box payments.
W
The frontloading of Overall Trade Distorting Support beyond the agreed 20 percent downpayment, and the extension of such frontloading to Bound Total AMS.
• Consider making a proposal on a Blue Box cap lower than five percent Value of Production (VOP).
Export Competition:
• Elaborate on existing G20 proposals, or formulate and submit new modalities proposals on:
W
Details of the Safe Box and food aid disciplines.
W
The scope and limitations of S&DT for developing country State Trading Enterprses (STE).
W
The possibility of further front-loading the elimination of export subsidies and measures with
equivalent effects.
Market Access:
• Elaborate on existing G20 proposals, or formulate and submit new modalities proposals on:
W
The treatment of Sensitive Products.
W
The number and treatment of Special Products.
W
The operation of the Special Safeguard Mechanism (SSM) including the precise trigger levels
and associated levies.
W
The treatment of tariff peaks and escalation within the general tariff reduction formula.
W
Tariff Rate Quotas (TRQ) increases for products outside the Sensitive Products category.

1. Overview of Agricultural Trade
The purpose of this section is to:
Analyse the broad regional patterns in world agricultural trade.
Examine the importance of agricultural trade for the seven countries that are the subject of this
paper: India, Brazil, South Africa, China, the US, Australia and the EU (treated as one country).
• Identify the overall trade intensity of agricultural production in each of these seven countries,
together with the absolute value of imports and exports.
• Identify the countries’ key agricultural sectors and products.
• Assess the overall economic importance of agriculture to these countries in terms of its share of
Gross Domestic Product (GDP), employment and exports.
• Discuss the political importance of the sector in each country, together with the main goals of
each country in the Doha Round agricultural negotiations.

•
•

1.1 Total World Trade
World trade in agricultural products in 2003 totaled US$674bn, or 9.2 percent of total world
merchandise trade. The total value of agricultural trade decreased by an average of one percent per
year in the five years immediately after the Uruguay Round (1995 to 2000), was static in 2000-01,
and increased by six percent in 2001-02 and by 15 percent in 2002-03, to the current (2003) level of
US$674bn.
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1.2 Regional Trade Patterns
Western Europe is the largest agricultural trader, followed by Asia, North America, Latin America,
Rest of Europe, Africa and the Middle East. Western Europe and Asia, the largest overall traders,
are net importers in agriculture, as is the Middle East. Latin America, Africa and North America are
net exporters. Agricultural trade in Rest of Europe is roughly balanced, with just a slight net import
bias (Figure 1).
Figure 1: Agricultural Imports and Exports by Region, as percent of WorldTotal
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With respect to exports, agriculture makes up a larger share of the total export basket in Latin
America than any other region (19.8 percent of total merchandise exports in 2003), followed by
Africa (13.9 percent), North America (11 percent), Western Europe (9.6 percent), Rest of Europe
(8.8 percent) and Asia (6.3 percent). (Table 1)
With respect to imports, Africa is the region where agriculture makes up the largest share of the total
import basket (15.9 percent of total merchandise imports), followed by Western Europe (10.4 percent),
Rest of Europe (10.1 percent), Latin America (9.7 percent), Asia (8.9 percent) and North America
(6.2 percent). (Table 1)
Table 1: Agricultural Trade as Share of Total Trade, by Region, 2003.
Agricultural Exports as
Agricultural Imports as
percent of Total Exports
percent of Total Imports
World
9.2
9.2
North America
11
6.2
Latin America
19.8
9.7
Western Europe
9.6
10.4
Rest of Europe
8.8
10.1
Africa
13.9
15.9
Asia
6.3
8.9
Source: WTO International Trade Statistics 2004
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With respect to regional trade flows, intra-Western European trade accounts for by far the largest
share of world agricultural trade, with 34.6 percent of the total, followed by intra-Asian trade (10.4
percent), trade between North America and Asia (5.7 percent), intra-North American trade (5.7 percent),
trade between Latin America and Western Europe (3.2 percent), and trade between Latin and North
America, which accounts for three percent of total agricultural world trade in 2003 (Table 2).
Table 2: Regional Agricultural Trade Flows, 2003
Regions

US$bn

Percent of World Total

Intra - Western Europe

233.4

34.6

Intra – Asian

70.6

10.4

North America – Asia

38.2

5.7

Intra – North America

34.5

5.7

Latin America – Western Europe

22.1

3.2

Latin America- North America

20.4

3

Source: WTO International Trade Statistics 2004

Summary
The most striking facts to emerge from this analysis are: the preponderance of Western Europe in
agricultural trade overall (34.6 percent of world total); the very strong export orientation of agricultural
trade in Latin America (export value is double import value); the relatively high share of agricultural
trade in Africa’s trade basket (13.9 percent of exports; 15.9 percent of imports); and the overall
share of agricultural trade that is intra-regional (53.7 percent).
1.3 Agriculture in Selected Countries - India, Brazil, South Africa, China, the US, EU and
Australia.
1.3.1 Trade and Trade Intensity
With respect to the IBSA countries, China, the EU, US and Australia, the EU (15) is the largest
agricultural trader, accounting for 25.4 percent of total world agricultural trade by value. If intra-EU
trade is added to extra-EU trade, the EU’s lead as the world’s largest agricultural trader increases
very dramatically, to over 40 percent of the world total. The US is the second largest individual
trader, accounting for 22.8 percent of world total agricultural trade by value. China is the third
largest agricultural trader by value (7.8 percent), ahead of Brazil (4.2 percent), Australia (3.2 percent),
India (1.8 percent) and South Africa (0.8 percent). (Table 3)
In terms of the importance of agricultural trade to this group as a percentage of total trade, the
pattern is as follows: With respect to exports, agriculture holds the largest share of total merchandise
exports in Brazil (33.1 percent), followed by Australia (22.8 percent), India (13.4 percent), the US
(10.5 percent), South Africa (8.8 percent), the EU (6.6 percent) and China (5.1 percent). (Table 3)
Agricultural imports as a share of total merchandise imports are highest in the EU at 8.8 percent,
closely followed by Brazil (8.3 percent), India (8.2 percent), China (7.4 percent), South Africa (6.4
percent), Australia (6.1 percent) and the US (5.9 percent). (Table 3)
In terms of trade balance then, Brazil is by far the most significant net exporter, followed by Australia,
South Africa and India. China is the most significant net importer, followed by the EU and US.
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Table 3: Economic Importance of Agricultural Trade to Selected Countries
Value of Agricultural Trade
Percent Share of National
Merchandise Trade
Imports
Exports
Total
As share of
Imports
Exports
World Total
US$mn
US$mn
US$mn
percent
percent
percent
EU (15)
98,114
73,381
171,495
25.4
8.8
6.6
US
77,273
76,244
153,517
22.8
5.9
10.5
China
30,482
22,158
52,640
7.8
7.4
5.1
Brazil
4,228
24,205
28,433
4.2
8.3
33.1
Australia
5,180
16,337
21,517
3.2
6.1
22.8
India*
5,069
7,025
12,094
1.8
8.2
13.4
South Africa
2,138
3,210
5,348
0.8
6.4
8.8
Total
222,484
222,560
445,044
66
* $ values for India are for 2002, percent values are for 2004.
Source: WTO International Trade Statistics 2004

Summary
The most striking features to emerge from this analysis are: the preponderance of the EU and US in
production and trade overall; the very significant export bias of Brazil, and to a lesser extent Australia;
and the relative import intensity of China. Also the fact that the seven countries, combined, account
for 66 percent of total world agricultural trade is worth taking note.
1.3.2 Key Sectors and Overall Economic Importance
Table 4: Key Sectors and Share of Agriculture in Exports, GDP and Employment
Key Sectors
Ag Exports as
Agriculture
Percent Labour
Percent of
as percent
Force in
Total Exports
of GDP
Agriculture
EU
Livestock, Dairy, Cereals
6.6
2.2
4.5
US
Grains, Oilseeds, Dairy,
10.5
1
4
Beef, Sugar
Australia
Livestock, Dairy, Grains
22.8
4
4
Brazil
Livestock, Cereals,
33
10
20
Oilseeds
India
Grains, Oilseeds,
Dairy, Cotton, Sugar,
13.4
20.6
60
Horticulture
South Africa Cereals, Grains,
8.8
3.4
30
Livestock, Horticulture
China
Cotton, Grains,
5.1
14.4
49
Oilseeds, Pork
Sources: WTO Int’l trade Statistics 2004; CUTS Country Papers; CIA World Fact Books

European Union
In the EU the most important sectors are livestock, dairy and cereals. The EU is the world’s largest
producer of several crops, and its major exports include dairy products, beef, wine and spirits, and
food preparations. Agricultural exports account for 6.6 percent of total EU merchandise exports,
agricultural production accounts for 2.2 percent of EU GDP, and the sector employs 4.5 percent of
the European labour force (Table 4).
IBSA Streategy for WTO Agriculture Negotiations  7

United States
In the US, the most important commodities are grains, oilseeds, dairy, beef and sugar. The US is the
world’s largest producer of soybeans, the second largest producer of cotton and sugar beet, and the
third largest producer of wheat, by volume. The US is also the largest exporter of soybeans, wheat,
maize and cotton, and is traditionally in the top two or three exporters of beef. Agricultural exports
account for 10.5 percent of total US merchandise exports while agricultural production accounts for
approximately one percent of US GDP (the lowest level of the seven countries included in this
study), and the sector employs approximately four percent of the labour force (again the lowest level
among the seven). (Table 4)
Australia
In Australia, livestock, dairy and grains (especially wheat) dominate both production and exports.
Australia is the world’s second largest beef exporter and its third largest dairy trader. Australia
accounts for 17 percent of world wheat exports and is the largest wool exporter. Agriculture is
relatively more important to the Australian economy than that of the EU or US, especially with
respect to export share. Agricultural exports account for 22.8 percent of total Australian merchandise
exports, agricultural production accounts for four percent of Australian GDP, and the sector employs
four percent of the labour force (together with the US, the lowest level among the seven countries).
(Table 4)
Brazil
Relative to the EU, US and Australia, agriculture in Brazil plays a significant role in the economy
overall. It accounts for over 33 percent of total merchandise exports, for 10 percent of GDP, and for
20 percent of labour force employment. Cereals, oilseeds (especially soybeans) and livestock
(including chicken) are the most important sectors in this country’s agricultural economy. Brazil is
a very competitive exporter of soybeans, soymeal, soy oil, sugar, poultry, coffee, tobacco, and frozen
concentrated orange juice. In recent years Brazil has become the world’s largest exporter of beef,
overtaking the US and Australia, though this is at least partly due to recent BSE-related export
restrictions on US beef. (Table 4)
India
Agriculture is a key element of the overall Indian economy, accounting for 13.4 percent of total
merchandise exports, 20.6 percent of GDP (highest of the seven countries) and employing 60 percent
of the labour force (again, highest of the seven). Major agricultural sectors in this country are grains,
oilseeds, cotton, sugar, dairy and horticulture. India is the world’s largest milk producer and the
second largest wheat producer. Indian agriculture is characterised by its diversity and the relatively
small size of many landholdings. Particularly given its share in employment and GDP, the agricultural
sector is vital to the food and livelihood security of millions of Indians, and to the prosperity of the
country as a whole. (Table 4)
South Africa
A feature of South Africa’s agricultural sector is the coexistence of commercial and small scale
sectors. The major agricultural sectors are cereals, grains, horticulture and livestock. Agricultural
exports account for 8.8 percent of South Africa’s total merchandise exports (close to EU and US
levels), agriculture accounts for 3.4 percent of South Africa’s GDP (close to Australia’s level), and
agriculture employs 30 percent of the labour force (three percent in the formal sector). Wine,
horticultural products, maize and meat are the major exports. (Table 4)
China
China also has a dual commercial/small scale agricultural economy. Major agricultural sectors are
cotton, grains, oilseeds and pork. The country is the world’s largest cotton producer by volume.
Agricultural exports account for 5.1 percent of China’s total merchandise exports (lowest among the
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seven), agriculture accounts for 14.4 percent of China’s GDP (close to Brazil’s level), and it employs
49 percent of the labour force. China exports a wide variety of agricultural products, but is overall a
slight net importer (Table 4)
Summary
The most striking features that come out of this analysis are: the relatively high share of agricultural
exports in total merchandise exports in Brazil (33 percent) and Australia (22.8 percent); the relatively
high share of agriculture in GDP in India (20.6 percent), China (14.4 percent) and Brazil (10 percent);
and the significant share of the total labour force employed in agriculture in India (60 percent),
China (49 percent), South Africa (30 percent) and Brazil (20 percent). By all these three indicators,
agriculture is relatively less important in the US and EU.
1.3.3 Political Importance
Agriculture enjoys a level of political importance in many countries that is disproportionate to its
economic weight, and this is reflected in the disproportionate importance of agricultural trade policy
in trade policy overall. The reasons for the disproportionate importance of agriculture vary between
countries, but may be based upon the fact that some level of agricultural self sufficiency is deemed
essential for either day to day subsistence, long run national security, or both.
European Union
Given its economic contribution, agriculture is disproportionately important in Europe politically,
and agricultural programmes consume a significantly disproportionate share of the EU budget (approx
47 percent). The reasons for this are many, encompassing historical, cultural, political, economic
and electoral realities at the national level, as well as the balance of power and interests between EU
member states. The institutional structure of the EU is such that the trade policy position of its most
defensive member state will tend to carry a disproportionate weight in the Community’s negotiating
mandate. These factors combined, make far-reaching liberalisation of agricultural trade in the current
WTO Round quite difficult for the EU.
The fiscal reality of the Common Agricultural Policy (CAP) has combined in recent years with the
disciplines of the WTO process, and the demands of trading partners, to push the EU towards reform.
However, it feels it can only move so far, so fast, and while it has made considerable up-front
concessions in export competition, the EU is seen to be adopting a relatively defensive position in
all three pillars of the current Round of negotiations, especially in market access. The question of
preferences is a further complicating factor in EU agricultural trade policy. The EU has historically
been the GATT/WTO member most resistant to including agriculture in multilateral trade liberalisation
negotiations, and together with the US is widely blamed for the slow progress in the current Round.
United States
Agriculture is also politically very important in the US, though this may be for current political/
electoral reasons as much as for historical or cultural ones. Like many WTO Members, the US has
an overall inclination towards agricultural trade liberalisation, and it has historically been at the
forefront of moves to include agricultural trade liberalisation in the GATT/WTO agenda. The US is
generally motivated in this area by a desire to gain enhanced market access to the EU, Japan and
now to large developing country markets like India, China and Brazil. However, the US has some
key sectors that demand continued protection and domestic subsidisation, and is therefore defensive
on domestic support. This defensive position may often be programme specific, and may reflect the
coincidence of industry clusters, electoral boundaries and Congressional committee representation,
but it nonetheless colours the overall US position. Together with a somewhat ambiguous position in
export competition, this makes wholesale liberalisation in the current Round quite difficult for the
US.
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It is not yet clear what impact the recent announcement of budget cuts for agriculture will have on
specific programmes or programme spending, or for the increasingly protectionist mood in the US
Congress.
Australia
Agriculture is important politically in Australia, but since the political pressure from industry is
generally towards liberalisation, Australia is a significant demandeur for agricultural trade
liberalisation in all three pillars.
Brazil
The Brazilian economy, Brazilian agriculture, and Brazilian economic diplomacy have undergone
significant changes in the last few years. Brazil has a comparative advantage in a number of agricultural
products, and is a major producer and exporter in a range of commodities and products. At the same
time, agriculture is still a major employer and contributor to GDP. Agriculture in Brazil, is therefore,
important not just economically but also politically, both domestically and in terms of Brazil’s
international standing.
Historically Brazil (with India) has been at the forefront of demands that the inclusion of new issues
in GATT/WTO negotiations (services, investment, intellectual property etc) be conditional on applying
meaningful disciplines to developed countries’ agricultural subsidies. This leadership role has been
enhanced since the Cancun Ministerial with the establishment of the G20, putting Brazil and its G20
partners at the heart of the Doha Round agricultural negotiations.
India
Agriculture is key to the livelihoods of a significant share of the Indian population (60 percent of
labour force) and accounts for a significant share of GDP (20.6 percent). Its political importance in
the country reflects this, and India is defensive with respect to access to its own market in agriculture.
At the same time, however, India has significant latent export potential in agriculture and would
benefit from the worldwide liberalisation of agricultural trade in a number of commodities. India,
with Brazil, has traditionally been at the vanguard of attempts to discipline developed country
Members agricultural subsidies, to link the inclusion of new issues in GATT/WTO negotiations
to the application of such disciplines, and to secure significant S&DT for developing country
Members.
India’s position in the current Round reflects these various factors, and is characterised by demands
for significant reductions in developed countries’ agricultural support levels, while maintaining and
enhancing the flexibility of developing countries with respect to safeguards and market access.
India’s interests are reflected in the leadership role it plays in the G20 and by its continuing membership
in the G33.
South Africa
South Africa has undergone some extremely profound structural political shifts in recent years.
Agriculture is important economically and politically, both as a commercial and a small-scale
enterprise. South Africa has a generally pro-liberalisation trade policy agenda, tempered by a
commitment to special and differential treatment. In the WTO agriculture negotiations this is reflected
in South Africa’s leadership role in the G20 and its membership of both the Cairns Group and the
African Group, placing South Africa overall in the broad middle ground of G20 members.
China
Agriculture remains important in China both economically and politically, even as its share of GDP
falls. The high share of China’s total labour force engaged in the agricultural sector, together with
the dynamic of a more rapidly growing urban sector, make agricultural productivity and rural income
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growth important to China. As a result, China has indicated that it intends to institute redistributive
policies towards its agricultural sector in the future, and this is reflected in its Doha Round positions.
China has a potential comparative advantage in labour intensive, processed agri-food products, and
clearly recognises that trade can contribute to economic growth. However, the significant adjustments
it has made as a result of its recent WTO accession mean that China sees itself as having relatively
little room to manoeuver on agriculture in the current Round. China’s position on agriculture in this
Round is therefore focused on non-reciprocal liberalisation, S&DT for Recently Acceded Members,
and the retention of the right to increase applied support levels in the future.
1.4 Conclusions
Overall, the most striking features that come out of this analysis are:
• The coincidence in Brazil, Australia and the US of a heavy export orientation in agriculture, with
an offensively liberalising agenda in the Doha Round agriculture negotiations.
• The coincidence in Brazil, India, South Africa and China of relatively low levels of domestic
support and export subsidies in agriculture, with an offensively liberalising agenda in the export
competition and domestic support pillars of the Doha Round agriculture negotiations.
• The coincidence in Brazil, India, South Africa and China of an agricultural sector that makes a
relatively large contribution to employment and GDP, with a strong emphasis on S&DT.
• The political importance of agriculture in all seven countries, regardless of the sector’s overall
economic importance, and the reflection of this political importance in these countries’ Doha
Round priorities.
• The overall reflection of Members’ historical positions on GATT/WTO agricultural trade
liberalisation, in their current negotiating positions.

2. WTO Agriculture Negotiations
After a brief introduction, this section identifies the current state of the Doha Round agriculture
negotiations by summarising the modalities agreed to in the July 2004 Framework text and the
December 2005 Hong Kong Ministerial Declaration.
2.1 Introduction
On July 31, 2004, as part of the ongoing Doha Round process, WTO Members agreed to a Framework
text of negotiating modalities, including a framework for establishing modalities in agriculture.
This Framework text was designed to allow for the completion of substantial negotiations at the
officials level before December 2005, so that Ministers could then endorse a final package of
modalities at the Sixth WTO Ministerial Conference, to be held in Hong Kong that same month,
from December 13-18, 2005. The Doha Round would then close by the end of the following year,
before the US President’s so called ‘fast track’ negotiating authority expires in mid-2007.
Despite the failure of the Hong Kong Ministerial to endorse a final agriculture modalities package,
or to settle many of the other contentious issues outstanding in the Round more generally, some
progress was made, and a new text was released. On the basis of this text, it should still be possible
to close the Round before the end of 2006. The Membership is largely determined that the Round
does not fail, if only because of the long run implications of this for the future of the multilateral
trading system. However a 2006 close is by no means assured, and the Round may be extended once
again (questions about US TPA renewal notwithstanding).
Assuming an end date of 2006, however, the agreement to substantially conclude agriculture and
non-agricultural market negotiations (NAMA) modalities by April 30 (and services by July 31)
represents a real deadline, as much beyond this date there will not be time to do the technical work
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required to close the Round by the end of the year and to get it through the domestic ratification
process by mid-2007. Much work therefore remains to be done in a quite short period of time.
This work will progress on the basis of the 2004 July Framework text, together with the added
commitments made in the Hong Kong text. The texts are based on the same three pillars of market
access, domestic support and export competition that formed the Uruguay Round Agreement on
Agriculture (AoA). The Hong Kong text reflects significant elements of the IBSA/G20 position, but
also leaves room for significant improvement. The purpose of this paper is to identify where these
opportunities might lie, and how they might be prioritised.
The remainder of this section provides a summary of the July 2004 Framework text together with
the further commitments made in Hong Kong. An assumption is made that the terms of the July
Framework extend into the Hong Kong Declaration, unless an explicit change has been enunciated
to the contrary.
2.2 Current State of Agreement
2.2.1 Domestic Support
Commitments made under ‘domestic support’ are as follows:
• The overall level of all trade-distorting domestic support (AMS + de minimis + Blue Box) will be
reduced according to a tiered formula. A year-one down-payment of 20 percent will be made.
In
addition, Final Bound Total AMS and de minimis will be reduced individually, and the Blue
•
Box will be subject to redefinition and a cap.
• Final Bound AMS will be reduced substantially, using a tiered formula.
W
The overall reduction in trade distorting domestic support and the individual reduction of
Bound Total AMS will take place within three bands, with higher linear cuts in higher bands.
The EU will be in the highest band, the US and Japan in the middle band, and all other
Members will be in the third band.
W
Within the lower bands, developed country Members with higher AMS will make an additional
effort.
W
Product specific AMS will be capped according to a methodology to be agreed. Reductions in
some product specific AMS will be made.
W
Reductions in de minimis will be negotiated.
W
Developing country Members with no AMS commitments will be exempt from reductions in
de minimis and the overall cut in trade distorting support.
W
Blue Box support will not exceed five percent of a Member’s average total value of agricultural
production during a historical period.
W
Blue Box will be expanded to include payments that do not require production, but additional
criteria will be negotiated to ensure that all such payments are less trade-distorting than AMS
measures.
W
Members may make greater than formula reductions in the AMS or de minimis categories in
order to meet their overall reduction commitments.
W
Members who have disproportionately large shares of their trade distorting support configured
as Blue Box payments will be subject to alternative disciplines that take this reality into
account.
If
the
sum of the individual reductions in Amber, de minimis and Blue is greater than the reductions
•
required by the overall reduction formula, the steeper cuts will apply.
Green
Box criteria will be reviewed and clarified to ensure that measures have no, or at most
•
minimal, trade-distorting effects or effects on production.
• Relevant developing country programmes will be included within the clarified Green Box criteria.
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2.2.2 Export Competition
‘Export competition’ commitments are as follows:
• Export subsidies and measures with equivalent effects (export credits, export credit guarantees
or insurance programmes with repayment periods beyond 180 days) will be eliminated in a
progressive and parallel manner, by 2013, according to a formula to be agreed. A substantial part
of this reduction will be realised by the mid-point of the implementation period.
• The trade distorting practices associated with exporting STEs will be eliminated. Their phasing
out, in annual installments, will take account of the need for internal reform by Members.
• Food aid that is not in conformity with operationally effective disciplines (to be agreed) will be
eliminated.
W
A safe box will be created to ensure the unimpeded delivery of bona fide food aid, while
commercial displacement is to be eliminated by disciplines to be agreed, but which include
closing any loopholes for continued export subsidisation.
• Appropriate provisions for least developed countries (LDC) and Not Food Importing Developing
Countries (NFIDC) Members will be agreed.
• Developing country members will continue to have access to Article 9.4 of the Uruguay Round
Agreement on Agriculture (AoA) until five years after the elimination of all forms of export
subsidies.
• The end date for elimination of export subsidies, and the progressiveness and parallelism associated
with it, remain conditional on progress elsewhere in the modalities.
2.2.3 Market Access
Under the issue of ‘market access’ the commitments made are:
• Tariffs will be reduced according to a tiered formula that takes account of the different tariff
structures of developed and developing country Members.
W
There will be four bands for tariff reductions, but thresholds and formulae remain to be agreed,
including those for developing country Members.
W
Progressiveness will apply – higher cuts for higher tariffs.
W
Substantial improvements in market access will be achieved for all products.
W
The role of a tariff cap will be further evaluated.
W
No cuts required by LDCs.
Members
may designate an appropriate number (to be negotiated) of tariff lines to be treated as
•
Sensitive Products. Substantial improvements in market access for these products will be achieved
through a combination of quota volume expansion and tariff reductions.
• Developing country Members may designate a number of tariff lines (to be agreed) as Special
Products, according to indicators related to food and livelihood security and rural development.
• In-quota tariffs will be reduced or eliminated, and TRQ administration will be addressed.
• Tariff escalation and tariff simplification will be addressed.
• The question of the SSG remains under negotiation.
• There will be a SSM for developing country Members based on quantity and price triggers to be
agreed.
2.2.4 Cotton
• All trade-distorting policies affecting the sector, in all three pillars of market access, domestic
support and export competition, will be addressed ambitiously, expeditiously and specifically,
within the agriculture negotiations overall.
W
All forms of export subsidies in developed country Members to be eliminated by 2006.
W
Duty and quota free access to developed countries, from LDCs, from the start of the
implementation period.
W
The reduction of trade distorting domestic subsidies in cotton by a more ambitious formula
and over a shorter period of time than applies elsewhere in this agreement, remains an objective
of the negotiations.
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2.3 Summary
Members have agreed to use progressive modalities to reduce trade distorting domestic support and
export measures, and to lower tariffs and increase market access. The structure of these modalities
is in place, but the thresholds and formulae to be used within this structure are still to be agreed. The
degree to which product and box shifting will be possible within the domestic support pillar is
unclear, as detailed modalities remain to be agreed. Likewise, the degree of flexibility in market
access remains to be agreed. Real progress has been made in export competition, though the offer
remains conditional. Various elements of S&DT are present in all three pillars, though again, much
of the detail remains to be agreed.
Overall then, a structure and some broad principles have been agreed, but the details on which the
efficacy of a final outcome will depend are still largely to be negotiated. This presents an ongoing
opportunity for IBSA and the G20 to influence the shape of any final Doha Round AoA. However,
this also presents a risk that either the negotiations will fail outright, or that a final result will emerge
that fails to reflect these countries’ essential interests.

3. Comparison of Selected Members’ Positions
3.1 Introduction
This section analyses and compares the negotiating positions of the seven countries included in this
study (plus the G20), as enunciated in their submissions to the WTO from the beginning of the
agriculture negotiations in 2000, to the end of the Hong Kong Ministerial in December 2005. This
analysis is presented in three parts:
1. A detailed description is provided of each country’s negotiating position in each of the three
pillars of domestic support, export competition and market access (and also positions specifically
about cotton in some cases). References are made throughout to how these positions differ between
the major players (EU, US and G20).
2. An analysis is made of the key similarities and differences in the positions of the key players, and
possible areas for further IBSA/G20 negotiating proposals are identified.
3. A tabular representation of the detailed positions of all seven countries (plus G20) is provided,
for ease of comparison.
The proposals included in this section include not only the positions contained in the seven countries’
individual submissions, but also those contained within the submissions of the major groups to
which they belong. The groups included here are the Cairns Group, Southern Common Market
(Mercosur), the African Group, the G33 and one or two specific proposals from looser groupings.
For India, Brazil, South Africa and China, current positions are largely subsumed within the most
recent G20 proposals, which are enunciated separately, to avoid repetition. Where this is not the
case (i.e. where G20 members have independent positions), the position of each country is clearly
spelled out under its own name.
An assumption is made throughout this section that Members’ initial positions (pre-July 2004
Framework Text) are carried forward into their current positions, unless an explicit change has been
enunciated. Likewise, an assumption is made that the terms of the July Framework extend into the
Hong Kong Declaration, unless an explicit change has been enunciated to the contrary.
The sources used for this section are: Members’ original WTO submissions; the seven CUTS country
papers commissioned for this project; and the South Centre paper “State of Play in the WTO
Agriculture Negotiations”, December 2005.
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3.1.1 United States
Overview
The US is a demandeur in market access, and is looking for significant improvements in market
access to both developed and large developing country markets like China and India. It has an
offensive position with respect to progressivity, wants limited provisions for Sensitive and Special
Products, argues for only moderate proportionality and for the graduation of developing country
Members, and proposes that the SSM be time limited.
The US is generally defensive in domestic support, especially on cotton, and hopes to redefine the
parameters of the Blue Box to accommodate counter-cyclical payments. The US position on export
competition is more ambiguous, since it has adopted an offensive position on the elimination of
export subsidies, and a more defensive position on food aid and the treatment of export credits,
credit guarantees and insurance programmes.
Analysis
Domestic Support:
Table 5: US Domestic Support Proposal
Overall Trade Distorting Support
Bound Total AMS
Expenditure $US bn
percent Cut
Expenditure $US bn
percent Cut
Band 1
> 60
75
> 25
83
Band 2
10 – 60
53
12 – 25
60
Band 3
0 - 10
31
0 – 12
37
SDT

•
•
•
•
•
•
•
•

Slightly lower cuts over longer periods

US has proposed the same bands as G20 for overall Trade Distorting Support (TDS) and very
similar bands as G20 for Bound Total AMS (G20: US$0-15bn, 15-25bn, >25bn).
US proposed cuts are lower than those of the G20 proposal for both overall TDS and for Bound
Total AMS, except in the top tier for Total Bound AMS (which applies to the EU), where the US
proposes a slightly higher cut than the G20 (G20: 80 percent).
Product specific AMS caps to be agreed, but based on 1999-2001 expenditures.
US proposal is mixed on the Blue Box – proposes a 2.5 percent VOP cap but also wants ‘New
Blue Box’ to include counter-cyclical payments.
US proposed de minimis cut (50 percent for developed country members) is less than the EU
proposal (80 percent) or G20 (eliminate).
US proposal says nothing on ‘additional effort’ for those in lower bands with higher support
levels as the US might itself get included in this.
US has limited proposals with respect to SDT.
US proposes renewing the Peace Clause.

Export Competition:
• US has an offensive position on export subsidies and STE, and a defensive position on equivalent
measures and food aid. The country has accepted 2013 as elimination date for subsidies and
equivalent measures (export credits, credit guarantees and insurance).
• However, would like to move more quickly on export subsidies – initial proposal to eliminate in
5 yrs. No proposal to frontload reductions – possibly because could cross over to disciplines on
equivalents.
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•

Wants flexibility for LDC and NFIDC with respect to export credits, guarantees and insurance,
possibly because this would give flexibility to providers as well as recipients.

Market Access:
Table 6: US Market Access Proposal
Tariff Reductions – Developed Country Members
Current Bound Tariff (percent)
Band 1
0 – 20
Band2
20 – 40
Band 3
40 – 60
Band 4
> 60
Tariff cap of 75 percent developed countries.

Cut (percent)
55 – 65
65 – 75
75 – 85
85 - 95

Same bands for developing countries, with cuts and tariff cap to be agreed.

•
•
•

•
•
•

US initially proposed use of Swiss Formula and cuts from applied rates, and its current proposal
remains very ambitious.
US proposal has lower bands and steeper cuts than either EU or G20 proposals for developed
country Members. Is progressive within the bands too (unlike EU, G20). US also proposes lower
cap for developed country Members (75 percent) than EU or G20 (100 percent).
US proposal for developing country Members is incomplete. Proposes use of same bands as for
developed country Members, but includes no proposal on cuts within these bands or for a tariff
cap. Use of same bands for all Members may contradict the spirit if not the letter of the July 2004
Framework text that S&DT be an integral part of “all elements” of the market access negotiations,
“including the tariff reduction formula”.
US initial proposal was to increase TRQ by 20 percent, eliminate in-quota tariffs, penalise underfill, and allocate a share of TRQ to non-traditional developing country suppliers.
US proposal on Sensitive Products is tight (one percent of tariff lines) compared to EU (eight
percent). G20 also proposes one percent. Calls for linking the size of the TRQ increase to the
level of deviation from the standard tariff reduction formula.
US has few proposals on S&DT, and calls for limited, transitional use of SP and SSM.

Cotton:
• The US is extremely defensive here.
• The US launched the West African Cotton Improvement Programme in October 2005 addressing
concerns over market access and export subsidies. However, the real issue in cotton is US domestic
support, and the US has not made any proposals here. That said, Congress approved in January
2006 the disciplining of domestic support programmes in line with WTO Dispute Settlement
Body (DSB) ruling, and this may open the door to future moves in the Doha Round negotiations
(BBC).
3.1.2 European Union
Overview
The EU has conditionally agreed to eliminate export subsidies by 2013 – a major concession. The
EU proposal on domestic support lies mid-way between the US and G20 positions. The EU has a
more defensive position on market access, but has indicated that it can move further in this area if
others make concessions in agricultural domestic support, services and NAMA. The EU seems
more comprehensive on S&DT than the US.
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Analysis
Domestic Support:
• The EU has not proposed thresholds for the agreed three-tier structure, but has proposed reductions
that would apply within each tier. Overall TDS and AMS: Reduce by 70 percent in top tier (EU),
60 percent in second tier (US and Japan), and 50 percent in third tier (others).
• Assuming that the EU accepts the common thresholds proposed by the US and G20, then the 70
percent cut it proposes for the top band (which applies to itself) would be lower than the cut
proposed by either the US or G20. The EU proposed cuts for the second band (US and Japan) and
third band (others) would fall in between the cuts proposed by the US (lowest cuts) and G20
(highest cuts).
• Product specific AMS caps to be agreed, based on level of support over whole Uruguay Round
implementation period.
• EU proposes a de minimis cut of up to 80 percent for developed country Members (US: 50
percent, G20: elimination).
EU
is both offensive and defensive on the Blue Box: wants to exclude US Counter Cyclical
•
Payments, but not go as far as a 2.5 percent cap (proposed by US). May discuss product specific
caps in Blue Box.
• EU proposes renewing the Peace Clause.
Export Competition:
• EU is on the defensive with respect to subsidies, and 2013 end date for elimination is conditional
on concessions elsewhere from other Members.
• EU is offensive with respect to food aid and export credits, guarantees and insurance programmes,
balancing the US with respect to export subsidies.
Market Access:
Table 7: EU Market Access Proposal
Tariff Reductions

Band 1
Band 2
Band 3
Band 4

Developed Countries
Current Bound
Cut (percent)
Tariff (percent)
0 - 30
20 – 45
30 – 60
45
60 – 90
50
> 90
60

Developing Countries
Current Bound
Cut (percent)
Tariff (percent)
0 – 30
25
30 – 80
30
80 – 130
35
> 130
40

Tariff cap of 100 percent (developed countries) and 150 percent (developing countries)

•
•

•
•
•

EU proposal on a tariff reduction formula for developed country Members is less ambitious than
the US or G20 proposals, both with respect to the thresholds and the cuts that will apply within
them.
For developing country Members the EU proposes the same bands and cuts as the G20, while the
US proposal here is incomplete (same bands as developed country Members but no proposal on
cuts). EU also proposes the same caps as G20 (100 percent and 150 percent). EU favours Uruguay
Round reduction formula.
EU proposes limited TRQ increase based on current import levels.
EU proposal on Sensitive Products (eight percent of tariff lines) is much less ambitious than the
US and G20 proposal of one percent, but accepts need to link size of TRQ increase to level of
deviation from standard tariff reduction formula.
EU supports retaining the SSG for selected products.
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•
•
•

EU supports SSM and SP.
EU proposes that preference erosion be addressed by measures to be agreed.
EU states that Geographical Indications are an integral part of the agriculture market access
negotiations.

Cotton:
• EU states that commitments in each pillar should be more ambitious than those achieved for
agricultural products generally.
• EU proposes elimination of export subsidies, duties, quantitative restrictions and most AMS,
from beginning of implementation period.
3.1.3 G20
Overview
The G20 has assumed a prominent role in the current agriculture negotiations, bringing together a
group of developing country Members and forging common offensive positions in favour of
liberalisation, tempered by a strong commitment to special and differential treatment for developing
countries and Recently Acceded Members. The G20 thus provides a complement to the US and EU,
and a forum within which positive, proactive and technically sophisticated positions can be forged.
In domestic support, the G20 has adopted a position in favour of significant reductions in trade
distorting support, both overall and within each individual element. There are also significant, specific
S&DT provisions in the G20 domestic support proposal. In export competition the G20 supports the
rapid elimination of export subsidies and measures with equivalent effects, calls for the retention of
Article 9.4 (export subsidies) for developing countries, and makes specific proposals with respect to
export prohibitions and exporting STEs in developing country Members. The G20 proposes significant
market access commitments, including tariff caps, the elimination of the SSG, and limited scope for
Sensitive Products. Special Products and the SSM are ‘integral’ parts of S&DT.
Analysis:
Domestic Support:

Band 1
Band 2
Band 3
SDT

•

•
•

Table 8: G20 Domestic Support Proposal
Overall Trade Distorting Support
Bound Total AMS
Expenditure US$bn
percent Cut
Expenditure US$ bn
percent Cut
> 60
80
> 25
80
10 – 60
75
15 – 25
70
0 – 10
70
0 – 15
60
Different Band – Make cuts at 2/3 level
Make cuts at 2/3 level of developed
of Band 3.
countries.

IIn Overall TDS, G20 proposes the same bands for reductions as the US, but with higher cuts in
each band. Assuming the EU accepts these bands, the G20 cuts would also be higher than those
proposed by the EU in each band. G20 proposes that Members in bands two and three that have
Overall TDS greater than 55 percent VOP should be subject to an additional cut. This group has
also proposed frontloading reductions beyond the agreed 20percent down-payment.
For developing country Members the G20 initially proposed the use of a separate Overall TDS
band, with a cut at 2/3 the level of that in Band 3. The group maintains the position that developing
country Members without AMS commitments should be exempt from Overall TDS reductions.
For Bound Total AMS, the bands proposed by the G20 are close to the US position. However, the
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•
•
•
•

•

•

G20 proposes a slightly lower cut than US in the highest band (which applies to the EU), while
proposing higher cuts than the US in the middle band (US and Japan), and significantly higher
cuts again in the lowest band (all other developed country Members). Assuming EU accepts
proposal on bands, G20 Bound Total AMS cuts would be higher than those proposed by EU in all
three bands.
G20 proposes that Members with Bound Total AMS greater than 40 percent VOP be subject to
an additional cut.
G20 proposes that developing country Members make cuts in Bound Total AMS not more than
2/3 the level of the highest cut made by a developed country Member. Developing country Members
without AMS commitments should be exempt from reductions.
G20 proposes elimination of de minimis for developed country Members, and that developing
country Members without AMS commitments be exempt from reductions, as should those applying
de minimis support mainly to the subsistence sector.
Product specific AMS caps should allow flexibility for developing country Members to provide
support to new products in the future. Caps will be based on average applied levels of product
specific support in a base period (Uruguay Round implementation period), with some
methodological flexibility for developing country Members.
G20 makes specific proposals on Blue Box, including: disciplines to prevent box-shifting; product
specific caps; no updating of base areas and yields; no accumulation of payments; limit price-gap
differential from current 70 percent to something much lower; improve monitoring and
surveillance.
G20 proposes to discipline Green Box direct payments to minimise production distorting effects
of decoupled payments, and to limit direct payments.

Export Competition:
• G20 proposes front-loading commitments and would prefer a quicker (5 year) phase out than the
Hong Kong agreement of a 2013 deadline.
• G20 proposes S&DT for developing country State Trading Enterprises (should retain the right to
maintain the monopoly status of exporting STEs, with possible application of additional disciplines
on their trade distorting practices).
• G20 proposes that any flexibility for LDC and NFIDC users of export credits should not nullify
disciplines intended for providers.
• G20 proposes to discipline export prohibitions and restrictions, taking into account critical
shortages in exporters and food security in importers.
• G20 proposes strict disciplines on food aid, favoring provision in grant form only, untied, and in
line with Food Aid Convention.
• G20 proposes retention of Article 9.4
Market Access:
Table 9: G20 Market Access Proposal
Tariff Reductions

Band 1
Band 2
Band 3
Band 4

Developed Countries
Current Bound
Cut (percent)
Tariff (percent)
0 - 20
45
20 – 50
55
50 – 75
65
> 75
75

Developing Countries
Current Bound
Cut (percent)
Tariff (percent)
0 – 30
25
30 – 80
30
80 – 130
35
> 130
40

Tariff cap of 100 percent (developed countries) and 150 percent (developing countries)
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•
•
•
•
•
•
•
•
•

G20 proposal on a tariff reduction formula for developed country Members falls between the US
and EU proposals. The G20 proposal for developing country Members is the same as the EU
proposal.
G20 and EU proposals on tariff caps are the same (100 percent and 150 percent), while the US
proposes 75 percent for developed country Members and has not yet proposed a numerical cap
for developing country Members.
G20 proposes increase in TRQ by 20 percent of domestic consumption over 5 years (14 percent
over 9 years for developing country Members).
G20 proposes limiting Sensitive Products to one percent of tariff lines. It further proposes linking
the TRQ increase to the level of deviation from the standard tariff reduction formula. Tariff caps
to apply to sensitive products. Maximum permitted deviation for standard formula of 30 percent.
G20 proposes eliminating the SSG.
G20 states that tariff escalation is a priority.
G20 states that SP and SSM are integral parts of S&DT. Number of special products should be 50
percent higher than the highest number of Sensitive Products, and the parameters that apply
should be different, including the option for limited TRQ creation.
G20 states that preference erosion needs to be addressed, but this is best done after the tariff
reduction formula is agreed and level of subsequent erosion becomes clear, and not by granting
special market access.
On S&DT the G20 proposes:
W
Separate tariff reduction formula (above)
W
LDCs should make meaningful gains in all three pillars, and via duty and quota free access to
developed country Members.
W
Fullest liberalisation of trade in tropical products by developed countries – duty and quota
free access, elimination of non-tariff barriers (NTBs), not to be designated as Sensitive
Products.
W
S&DT for Recently Acceded Members (RAM) is important, and should be addressed once
the general formulae for each pillar are decided.

Cotton:
G20 is broadly supportive of the proposal to eliminate trade distorting domestic support by 80
percent in 2006, and by further 10 percent in 2007 and 2008, for total elimination by 2009.
• G20 is likewise supportive of the proposal for immediate elimination of export subsidies.
• G20 insists US fully implement WTO DSB ruling on cotton.

•

3.1.4 Brazil
Overview
Brazil is a significant demandeur in the current agriculture negotiations. It is a Cairns Group member
and has a leadership role in the G20. Brazil has offensive interests in favour of liberalisation in all
three pillars, tempered by demands for S&DT. In domestic support, Brazil is pushing for significant,
frontloaded reductions in trade distorting support. It holds that any agreement should reflect the
recent Dispute Settlement Body (DSB) rulings on cotton and sugar. It also wants that disciplines on
the Blue and Green Boxes should prevent box shifting, including for US counter cyclical payments.
In export competition, Brazil calls for the frontloading of elimination commitments, the disciplining
of developed country Members’ export monopolies, and the retention of Article 9.4 (export subsidies)
for developing countries. Market access commitments should be meaningful, including the possibility
of more ambitious commitments than those proposed by the G20, where Brazil feels somewhat
constrained by India’s market access sensitivities.
Analysis
Brazil’s initial proposals support the subsequent G20 position with the following exceptions:
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•

•
•

Brazil is more explicitly offensive than the G20 on domestic support. Would like to see: a 50
percent AMS down-payment; a Blue Box cap of 2.5 percent for developed country Members
(five percent for developing country Members); a de minimis reduction of 85 percent for developed
country Members (15 percent for developing country Members, and those with no AMS
commitment to be exempt).
On export competition, Brazil’s initial proposal was for developed country Members to eliminate
within four years, with a 50 percent down-payment (six year elimination for developing country
Members).
Brazil initially proposed use of Swiss formula for tariff reductions with a 50 percent year one
down-payment and a substantial TRQ expansion. It would still like to see larger tariff reductions
for developing country Members than in the G20 proposal, as well as lower tariff caps. This
country also holds that SP and the SSM should not be used as an additional type of trade barrier.

3.1.5 India
Overview
India’s position overall is reflective of its dual interests as: (i) a developing country with real food
and livelihood security concerns, and (ii) a rising power with significant potential for increased
agricultural export growth. Essentially what this means is that India is looking for maximum reductions
in developed countries’ export subsidies, domestic support payments and market access barriers
(especially tariff peaks and escalation), while maintaining a degree of market access flexibility at
home to safeguard its most vulnerable sectors and populations, and to allow adequate policy flexibility
to meet its development needs. India therefore supports the G20 proposals in all three pillars as well
as the G33 position on S&DT in market access, especially with respect to Special Products and the
SSM.
India’s current domestic support level is less than its 10 percent de minimis ceiling and India provides
an insignificant amount of trade distorting export support. The main tools available to India to
protect its vulnerable rural population are therefore within the market access pillar. India has therefore
been a driving force behind the Food Security Box, Special Products and SSM. A central plank of
India’s negotiating position remains that concessions from developing countries on market access
are conditional on the elimination and substantial reduction of developed countries’ export subsidies
and trade distorting domestic support.
Analysis:
India’s initial proposals reflect/support the subsequent G20 position with the following exceptions:
• Decrease developed countries’ Amber, Blue and Green Box limits to below de minimis levels, on
a product specific basis.
• Blue Box direct payments and Green Box direct payments and income support to count towards
AMS.
• Reduce total trade distorting domestic support to less than de minimis level in 3 years (5 for
developing countries).
• Extend peace Clause for developing countries only, for 10 years.
• Eliminate developed countries de minimis and exempt developing countries from any de minimis
cut (G33)
• Eliminate export subsidies in two years
• SSM to be open to all developing countries for all products.
• Allow up to 20 percent of tariff lines to be designated as Special Products (50 percent of which
subject to no tariff reduction; 15 percent to no reduction under special circumstances; 15 percent
to 5 percent tariff cut; and 10 percent to a 10 percent tariff cut) (G33).
• 50 percent down-payment on developed countries’ market access commitments
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•

Exempt developing countries from any minimum per-tariff-line market access commitments,
TRQ increases or tariff cap.

3.1.6 South Africa
Overview
South Africa’s position overall is in line with its Cairns Group membership and its role in IBSA, the
G20 and the African Group. That is, South Africa has an offensive position in favour of liberalisation
in all three pillars, conditioned by calls for significant S&DT. South Africa wants to see significant
reduction in developed country Members’ trade distorting domestic support, a cap and meaningful
disciplines on the Blue Box, and a cap on Green Box direct payments. It wants export subsidies and
their equivalents to be eliminated, and food aid to be differentiated between emergency and other
food aid. It further proposes that S&DT should apply in all areas of market access.
Analysis
South Africa’s initial proposals reflect/support the subsequent G20 position with the following
exceptions:
South
Africa is more explicitly offensive on a domestic support down-payment - initial proposal
•
for 50 percent year one down-payment on AMS and Blue Box.
• Cap and decrease product specific AMS.
• Cap/reduce Green Box for developed country Members.
· South Africa initially proposed a 50 percent year one down-payment on export subsidies (G20
says front load, but no specific number proposed).
• South Africa’s initial position called for a Swiss formula for tariff reductions with a 50 percent
year one down-payment and a significant TRQ expansion.
3.1.7 China
Overview
China’s overall position in the current negotiations is reflective of the fact that it made significant
accession commitments in 2001, and is reluctant to make further concessions now. Essentially what
this means is that China is looking for S&DT for Recently Acceded Members (RAM) in all three
pillars: non-reciprocal market access commitments; the elimination of others export subsidies; and
a significant non-reciprocal reduction in trade distorting domestic support.
China is, therefore, generally supportive of the US, Cairns Group and G20 positions on market
access, within a framework of S&DT for Recently Acceded Members and a with a strong focus on
tackling tariff escalation. On domestic support China is very reluctant to make concessions beyond
its accession commitments, but is otherwise supportive of the more offensive Cairns Group and G20
positions. China is committed to the G20 position on the elimination of export subsidies.
China supports IBSA and the G20, recognising the importance for developing country Members to
be ‘speaking with one voice’ to balance the power of the EU, US and other large Members.
Analysis:
China’s initial proposals reflect/support the subsequent G20 position with the following exceptions:
• China proposes a 50 percent year one down-payment on export subsidies (G20 says front-load,
but no specific number yet proposed).
• China proposes that Special Products could accommodate 20 percent of tariff lines.
• China proposes that developing country Members retain the option to use the new Blue Box and
export competition measures in future and has a accession commitment on 8.5 percent Value of
Product (VOP) for the Amber Box.
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3.1.8 Australia
Overview
As the key driver of the Cairns Group and a Member of the Five Interested Parties (now G6),
Australia has been a significant demandeur, pushing an offensive agenda in favour of liberalisation
in all three pillars. Australia is looking for the rapid elimination of export subsidies and equivalent
measures, significant reductions in or elimination of trade distorting domestic support, and substantial
gains in market access, while retaining significant scope for S&DT. Australia has lent tacit support
to a number of G20 positions.
Analysis:
Domestic Support:
Australia has an offensive position on domestic support, proposing the elimination or effective
reduction of trade distorting support over 5 years, with a significant year-one down-payment.
• On the Blue Box, Australia proposes a low cap, disciplines to prevent box-shifting (US counter
cyclical payments), and an end to the exemption of Blue Box from AMS reduction commitments.
• Australia also proposes elimination of developed country de minimis.

•

Export Competition:
• Offensive overall position here too.
• Would like to go beyond July Framework/HK agreement on period of phase out, and is looking
for a sizeable down-payment.
• Balanced position on food aid and export restrictions.
• Defensive on export state trading enterprises.
Market Access:
• Australia is again offensive.
• Potentially more ambitious than US or G20 on tariff reduction formula – proposing compromise
between Swiss formula and G20 proposal. At least looking to get significant progressivity within
bands.
• Proposes the same tariff cap for developed country Members as the EU and G20 (100 percent),
which is higher than the US proposal (75 percent).
• Proposes significant TRQ increase, elimination of in-quota tariffs and penalties for under-fill.
• Supports Special Products and SSM on terms to be agreed.
Analysis:
Domestic Support:
• Australia has an offensive position on domestic support, proposing the elimination/effective
reduction of trade distorting support over 5 years, with a significant year-one down-payment.
• On the Blue Box, Australia proposes a low cap, disciplines to prevent box-shifting (US counter
cyclical payments), and an end to the exemption of Blue Box from AMS reduction commitments.
• Proposes elimination of developed country de minimis.
Export Competition:
• Offensive overall position here too.
• Would like to go beyond Framework/HK agreement on period of phase out, and is looking for a
sizeable down-payment.
• Balanced position on food aid and export restrictions.
• Sensitive on exporting state trading enterprises.
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Market Access:
• Again offensive.
• Potentially more ambitious than US or G20 on tariff reduction formula – proposing compromise
between Swiss formula and G20 proposal. At least looking to get significant progressivity within
bands.
• Proposes the same tariff cap for developed country Members as the EU and G20 (100 percent),
which is higher than the US proposal (75 percent).
• Proposes significant TRQ increase, elimination of in-quota tariffs and penalties for under-fill.
• Supports Special Products and SSM on terms to be agreed.
3.2 Summary and Conclusions
We are now in the ‘end game’ of the Doha Round agriculture negotiations. Members’ interests are
clear, and their broad negotiating positions are established. Agreement has been reached to eliminate
the most trade distorting export measures by 2013, with a substantial reduction to be achieved by
2010, and the framework for modalities in domestic support and market access are established. The
areas where S&DT will apply are clear. This is a significant achievement, but much work remains to
be done in a very short period of time. The thresholds and formulas that will be applied within the
domestic support and market access modalities frameworks remain to be agreed, as do the level and
nature of S&DT provisions in each pillar.
The G20, under the leadership of Brazil, India, South Africa and China has played an important role
in bringing the agriculture negotiations to this point. Their continued engagement in this final stage
will be critical in achieving a fair and equitable settlement in the agriculture negotiations, and thus
to the overall success of the Round The purpose of this paper has been to identify where the gaps in
the current modalities lie, and where the G20 may therefore most usefully direct its attention in the
remaining weeks. The paper now concludes by summing up the current state of play in each of the
three pillars and by recommending areas for further G20 action.
With respect to the role of IBSA, it appears that the optimal strategy for this group in the remaining
weeks and months of the Doha Round agriculture negotiations is to remain within the G20, shaping
and supporting G20 positions. The G20 has survived its internal tensions better than many
commentators expected, and has assumed a pivotal role in the agriculture negotiations to date. If
IBSA were to assume a position independent of the G20 at this late stage of the game, just as the
pressure from the EU, US and others is likely to hit its peak, the G20 may crack, and the traditional
dominance of the quad countries may resurface. This would only be to the detriment of G20 members.
That said, there may be a broader and longer term role for IBSA within the WTO and in economic
and foreign diplomacy more generally, as enunciated in the 2004 New Delhi Agenda for Cooperation
and the associated Plan of Action. While such a possibility is intriguing, it is clearly outside the
scope of this study, which remains focused on identifying areas within the current agriculture
negotiations where IBSA, working within the G20, may continue to make a positive, proactive
contribution.
3.2.1 Domestic Support
Current Positions
TDS and Bound Total AMS:
Overall Trade Distorting Support (TDS) and Bound Total AMS will be reduced using a progressive
formula applied across three bands, with a 20 percent year one down-payment. The EU will be in the
top band, the US and Japan in the middle band, and other Members in the third band. Developed
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country Members in the lower bands with higher level of AMS will be required to make an ‘additional
effort’.
For developed country Members’ Overall TDS, the G20 proposal is the most ambitious, in line with
its mandate to achieve meaningful reductions in trade distorting support, the vast majority of which
is provided by a handful of developed country Members. The EU proposal on Overall TDS is the
next most ambitious, reflecting its moves to reform the Common Agricultural Policy (CAP) by
shifting domestic support to less trade distorting programmes, and to counter US pressure on market
access and export competition. The US is least ambitious here, reflecting defensive interests born of
current domestic political realities. (Table 10)
It seems likely that final negotiations on developed country Members’ Overall TDS will proceed on
the basis of the proposals already submitted, and that there is therefore little scope for innovative
new proposals in this area from the G20. However, the question of how the additional effort required
of developed country Members at the top end of the lower bands is to be achieved remains open, and
there may be room for the G20 to further develop its existing proposal on this specific issue. The
G20 may also wish to expand its proposal on the frontloading of Overall TDS commitments beyond
the agreed 20 percent down-payment.
For Bound Total AMS the picture is more nuanced. The US proposal for developed country Members
is the most ambitious for the top tier (which applies to the EU), and the G20 is the most ambitious
for the second and third tiers. The US and EU propose the same level of cut for tier two (which will
apply to the US and Japan). The EU is more ambitious than the US in tier three. (Table 11)
As with Overall TDS, it seems likely that final negotiations on developed country Members’ Bound
Total AMS will proceed on the basis of the proposals already submitted, and that there is therefore
little scope for innovative new proposals in this area from the G20. However, the G20 may wish to
consider the merits of proposing the front-loading of Bound Total AMS reductions in line with those
on Overall TDS.
With respect to developing country Members, the US has proposed lower cuts over longer periods in
both Overall TDS and Bound Total AMS, but there are no numbers attached to this proposal. The
EU has not made a specific proposal. The G20 initially proposed a fourth, separate band for developing
country Members in Overall TDS, with a cut equal to 2/3 of the cut in tier three. For Bound Total
AMS, the G20 proposes a cut not more than 2/3 the level of the cut that applies to developed country
Members. Although the Framework text calls for the use of three tiers in both categories, it may be
that the lack of concrete proposals from other Members in this area will allow the G20 proposal for
a fourth tier in Overall TDS to be carried forward.
Product Specific AMS
Members have agreed that product specific AMS will be capped using a methodology to be agreed,
and that reductions in Bound Total AMS will result in some product specific AMS reductions.
Product specific caps are a key issue for developing country Members, since they may reduce
opportunities for developed country Members to circumvent disciplines by box shifting, and may
ensure that domestic support ‘peaks’ do not occur in products of export interest to developing country
Members. The methodology used will thus be important.
While the EU, US and G20 have proposed (differing) base periods on which product specific AMS
caps should be based, there may be room for the G20 to table a more detailed and expansive modalities
proposal in this area.
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Blue Box
Members have agreed to cap the Blue Box at five percent of the VOP over some historical period to
be agreed. As evidenced by the Uruguay Round results, the choice of historical base periods is
important. The US, EU and G20 have already made proposals on the choice of a historical period in
this area, and it seems likely that the final negotiations on this issue will proceed on the basis of
these and other existing submissions.
With respect to the agreed five percent Blue Box cap, the US has subsequently proposed a cap of 2.5
percent, which is being resisted by the EU. Brazil has also previously proposed a 2.5 percent cap for
developed country Members (five percent for developing country Members). The G20 has so far
been silent on the issue, but may wish to make a submission in this area in the coming weeks.
There are provisions in the July Framework Text for what has been dubbed a ‘New’ Blue Box –
essentially a vehicle to allow the US to reclassify its counter-cyclical payments (CCP) as Blue Box
to avoid exceeding its AMS commitments. However, the Framework Text also states that additional
criteria will be negotiated to ensure that any new Blue measures are less trade distorting than AMS
measures – essentially a vehicle to prevent the US shifting CCP into the Blue Box. It is not clear
which way this will play out, but it promises to be one of the last and most difficult domestic support
questions to settle. The G20 has already tabled its support for a more restrictive interpretation of the
Blue Box and resists the inclusion of US CCP in the Blue Box.
There is no agreement on product specific caps in the Blue Box, but this will again be key, for the
reasons discussed above on AMS caps. While the G20 supports product specific caps, and has made
some detailed proposals in this area, there may be an opportunity to build on these prior submissions
in the coming weeks.
De minimis
The Framework text states that reductions in de minimis will be negotiated. The US proposes a 50
percent cut for developed country Members, the EU proposes an 80 percent cut, and the G20 proposes
elimination. Developing country Members with no existing AMS commitments are to be exempt
from de minimis reductions, and the G20 has proposed extending this exemption to Members using
de minimis levels of support predominantly for their subsistence sectors. The treatment of other
developing countries is open, and there may be room therefore for a further G20 proposal in this
area.
Green Box
Green Box criteria are to be reviewed to ensure their minimal trade distorting effect and to ensure
the inclusion of relevant developing country Member programmes. The G20 has already made
extensive proposals in this area.
Recommendations for IBSA/G20 in Domestic Support
• Elaborate existing G20 proposals on:
W
The level of ‘additional effort’ required by developed country Members in the upper reaches
of the lower bands of the Bound Total AMS structure.
W
The methodology to cap product specific AMS.
W
Reductions shall be made to de minimis for developing country Members with existing AMS
commitments.
W
A methodology for capping product specific Blue Box payments.
W
The frontloading of Overall Trade Distorting Support beyond the agreed 20 percent downpayment, and the extension of such frontloading to Bound Total AMS.
• Consider making a proposal on a Blue Box cap lower than 5 percent VOP.
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3.2.2 Export Competition
Current Positions
Members have agreed to eliminate the most trade distorting export competition measures by 2013,
with a substantial part of the reduction achieved by the mid-point of the implementation period. A
‘Safe Box’ is to be established for bona fide food aid, and commercial displacement is to be eliminated.
The trade distorting practices of exporting STE are to be effectively disciplined. Developing country
Members will continue to benefit from Article 9.4 for five years after the end-date for the elimination
of all forms of export subsidies.
Recommendations for IBSA/G20 in Export Competition
• Elaborate on existing G20 proposals, or formulate and submit new modalities proposals on:
W
Details of the Safe Box and food aid disciplines.
W
The scope and limitations of S&DT for developing country STE.
W
The possibility of further front-loading the elimination of export subsidies and measures with
equivalent effects.
3.2.3 Market Access
Current Positions
Tariff Reduction Formula
Progress in this pillar is the least advanced. Members have agreed to reduce tariffs via a progressive
formula applied over four bands, but thresholds and formulae remain to be agreed. However,
substantial improvements in market access are to be achieved for all products. The role of a tariff
cap is to be further evaluated.
For developed country Members, the US proposal for thresholds and the cuts that would apply
within them is the most ambitious, followed by the G20. The EU is the least ambitious. The EU and
G20 propose a tariff cap of 100 percent for developed country Members, the US proposes a 75
percent cap. (Table 12)
For developing country Members, the EU and G20 proposals are identical, providing for S&DT via
higher thresholds and lower cuts with a tariff cap of 150 percent. The US proposes using the same
bands for developing as well as developed country Members, but has not yet proposed what cuts
should apply for developing country Members within these bands, or what cap should apply.
(Table 13)
These positions reflect the offensive interest of the US in gaining increased market access to
developed country markets such as the EU and Japan, and to large developing countries like India,
China and Brazil, as well as reflecting the defensive interest of the EU in this pillar. The G20
position is more nuanced, as the group contains both aggressive agricultural exporters like Brazil,
alongside countries like India that have real and pressing food and livelihood security based market
access concerns.
The proposals already made in this area are quite comprehensive, and will likely form the basis for
the remaining negotiations on a general market access reduction formula. However, the US proposal
on a market access formula for developing country Members is incomplete, and may already
contradict the spirit if not the letter of the July 2004 Framework text, which states that S&DT shall
be an integral part of “all elements” of the market access negotiations, “including the tariff reduction
formula”. This will be an area for the G20 to pay particularly close attention to in the coming
weeks.
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Sensitive Products
Members have agreed that a certain number of tariff lines (to be agreed) may be designated as
‘Sensitive Products’ subject to less stringent tariff reductions than would apply under the general
formula. However these products would be subject to the combination of a tariff reduction and a
TRQ increase. The number and treatment of Sensitive Products is a key issue, as many Members’
sensitive tariff lines are exactly those lines that are of export interest to developing country Members.
The US and G20 propose that a maximum of one percent of tariff lines be classified as sensitive, the
EU proposes eight percent.
The EU, US and G10 have submitted detailed proposals on the formula to be used, but only the EU
proposal applies numbers to the formula. All accept the principle that the size of the TRQ increase
will be proportional to the deviation for the general tariff reduction formula. This may be an area
where the G20 would be most interested in tabling a detailed modalities proposal.
Special Products
Developing country Members will be able to designate a number of products (to be agreed) as
Special Products according to indicators related to food and livelihood security and rural development,
and these Special Products will be subject to separate disciplines. Developing country Members
will also have recourse to a SSM, with volume and price triggers to be agreed. There is some
divergence of interests in this area within the G20, but also a recognition of the importance of these
measures both in themselves, and as tools that may allow a more ambitious G20 consensus on the
general tariff reduction formula.
The G20 has proposed that the number of Special Products should be 50 percent higher than the
highest number of Sensitive Products, and the parameters that apply should be different, including
the option for limited TRQ creation. The US and EU have not tabled detailed proposals in this area.
This may therefore be another area where the G20 wishes to propose a more detailed modalities
proposal.
TRQs
TRQ increases for non-sensitive products are not included in the agreement to date. However, TRQ
increases have been proposed by the G20 and US in the past, and this may be an area where further
action by the G20 could reinvigorate debate.
Recommendations for IBSA/G20 in Market Access
• Elaborate on existing G20 proposals, or formulate and submit new modalities proposals on:
W
The treatment of Sensitive Products.
W
The number and treatment of Special Products.
W
The operation of the SSM, including the precise trigger levels and associated levies.
W
The treatment of tariff peaks and escalation within the general tariff reduction formula.
W
TRQ increases for products outside the Sensitive Products category.
3.2.4 Cotton
The Framework text calls for all trade distorting policies in this sector to be addressed ambitiously
and expeditiously. Export subsidies in developed country Members are to be eliminated by 2006.
Duty-free and quota-free (DFQF) access to developed country markets is to be provided to LDCs
from the start of the implementation period, and the reduction of trade distorting domestic subsidies
in cotton by a more ambitious formula and over a shorter period of time than applies elsewhere in
the agreement “remains an objective of the negotiations”.
The US has a very defensive position here, the EU is largely in line with the Framework text, and the
G20 broadly supports proposals from the proponents of the cotton initiative to eliminate export
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subsidies immediately, and to eliminate trade distorting domestic support by 2009, with an 80 percent
down-payment in 2006. However, interests within the G20 vary somewhat on this issue, as the
group contains both cotton exporters and countries with an interest in the continued provision of
domestic support in this sector.
While the G20 will most likely wish to continue supporting the proponents of the cotton initiative,
therefore, it is unlikely that the group will table a cotton-specific proposal of its own in the next few
weeks.
3.3 Tabular Comparison of Members Proposals to Date
Domestic Support

Band 1 (EU)
Band 2 (US, Jpn)
Band 3 (Others)
SDT

Band 1 (EU)
Band 2 (US, Jpn)
Band 3 (Others)
SDT

Table 10: Overall TDS
Overall Trade Distorting Support
Expenditure (in US$ bn)
Cut (in percent)
US
EU
G20
US
EU
G20
> 60
—
> 60
75
70
80
10-60
—
10-60
53
60
75
0-10
—
0-10
31
50
70
lower cuts,
Different band
longer periods
Modalities TBA

Table 11: Bound Total AMS
Bound Total AMS
Expenditure (in US$ bn)
Cut (in percent)
US
EU
G20
US
EU
G20
> 25
—
> 25
83
70
80
12-25
—
15-25
60
60
70
0-12
—
0-15
37
50
60
lower cuts,
Cuts at 2/3 level of
longer periods
developed Mbrs

Market Access

Band 1
Band 2
Band 3
Band 4
Tariff Cap

Table 12: Developed Countries
Tariff Reductions – Developed Country Members
Current Bound Tariff (in percent)
Cut (in percent)
US
EU
G20
US
EU
G20
0-20
0-30
0-20
55-65
20-45
45
20-40
30-60
20-50
65-75
45
55
40-60
60-90
50-75
75-85
50
65
>60
>90
>75
85-95
60
75
75 percent
100 percent 100 percent
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Table 13: Developing Countries
Tariff Reductions – Developing Country Members
Current Bound Tariff (percent)
Cut (in percent)
US
EU
G20
US
EU
0-20
0-30
0-30
—
25
20-40
30-80
30-80
—
30
40-60
80-130
80-130
—
35
>60
>130
>130
—
40

Band 1
Band 2
Band 3
Band 4
Tariff Cap

—

G20
25
30
35
40

150 percent 150 percent

Domestic Support
US

EU

Australia

G20

Brazil

Overall
Reduction

Progressive
3 band
formula
proposal
with
specified
thresholds
and
reductions
(Table 5)

Progressive
3 band
formula
proposal
with
reductions
but no
thresholds.
Places self
in highest

Initial:
eliminate all
trade
distorting
support.
Current:
Effective cuts
in 3 band
formula.

Progressive
formula with
thresholds and
front loaded
reductions.
Separate band
for Developing
CM (Table 8)

Reductions
in
domestic
support
should at
least reflect
DSB
rulings on
cotton and
sugar

AMS
Reduction

Formula
proposal
with
thresholds
and
reductions
(Table 5)
Nothing
specific on
additional
effort

Same
formula as
overall
reduction.

Initial
proposal:
AMS and BB
elimination
within 5 yrs
(SDT 9) with
50 percent
down in Yr 1

Progressive
formula with
thresholds and
front loaded
reductions
(Table 8)
Developing
CM reduce < 2/
3 Developed
CM

Initial: 50
percent
downpayment

De Minimis Developed Developed Initial: reduce
Reduction CMs cut by CM reduce Developed
50 percent by 80
CM, [no
percent.
specific #.]
Initial
Current:
position:
eliminate
Increase for
Developing
CM

Eliminate in
developed CM.
Exempt
developing CM
and those using
for
development
purposes

Reductions
for
Developed
CM.
Exempt
those with
no AMS
commitment

Eliminate
de
minimis
for
developed
countries
(G33)

Reduce for
Developed
CM
Flexibility
for
Developing
CM

Product
specific caps,
strict
disciplines on
box shifting,
base periods,
accumulation
etc

Initial: 50
percent
downpayment

Direct
payments
in BB to
count
towards
AMS

Initial: 50
percent
downpayment

Blue Box

2.5 percent
VOP with
room for
CCP

5 percent
VOP and
exclude
CCP

Initial
proposal:
AMS and BB
elimination
within 5 yrs
with 50
percent down
in Yr 1
Current:
Discipline and
prevent
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China India

South
Africa

Reduce
total TDS
to < de
minimis
in 3 years
(SDT: 5)

Initial: 50
percent
downpayment.
Option for
Developing
CM with
no AMS to
use for
development
purposes
in future

shifting. Cap
at 2 percent
VOP.
Green Box

Review
Include
nonand Clarify
distorting
development
policies
TBA

Product
Specific
Caps

Cap PS
AMS by
formula to
be agreed.
Base period
’99-‘01

Willing to
discuss for
Blue Box.
Base
period for
AMS
entire UR

Peace
Clause

Renew

Renew

Other

SDT:
slightly
lesser cuts
over longer
period

Specific
proposals to
review and
clarify

Specific
proposals to
minimise direct
payments

Product
specific
reductions in
AMS and
Blue Box

Base on
average applied
levels in UR
implementation
period [S&DT]

DP and
Income
Support
tp count
as AMS

Initial:
cap and
reduce
for
Developed
CM
Cap and
reduce

Extend
for 10 yrs
for
developing
Replace 30
percent DS
threshold with
graduated
system

Separate band
for overall
TDS; 2/3 of
Developed CM
cut for AMS

Food
Security
Box

Notes: BB - Blue Box; CM - Country Members; DP – Direct Payments; PS – Product Specific; DS – Domestic
Support
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Export Competition
Export
Subsidies

Australia

G20

Brazil

Go beyond Framework
Framework / /HK
HK.

Go beyond
Framework /
HK.

Initial:
eliminate in
5 yrs.

Initial:
eliminate in 4
yrs with 50
percent down
(6 yrs for
Developing
CM)

Go beyond
Framework /HK
by frontloading,
and eliminate
more quickly

Go
beyond
Framework
/HK.

Measures
with
Equivalent
Effects

Framework / Framework
/HK
HK
accepted,
but wants
flex for
LDC &
NFIDC

Framework / Framework /
HK; or could HK; or could
go further.
go further.

Food Aid

Categorize Meaningful
as:
disciplines
emergency; TBA
LDC &
NFIDC; and
other.
Framework / Framework
/HK
HK

Discipline
without
negatively
affecting bona
fide recipients

Grant form,
untied, in line
with Food Aid
Convention

Framework /
HK

Framework /
HK

Safe Box
STE

US

EU

Discipline
Sensitive issue
trade
distorting
effects.
Increase
transparency SDT to apply
Eliminate
monopoly
powers

Go
beyond
Framework
/HK with
yr 1 50
Initial:
eliminate percent
in 4 yrs down.
(6 yrs
Retain
S&DT ) right for
with 50 Developing
percent CM to
down
sue in
future

India

South
Africa

Eliminate
in 2
years
with 50
percent
down
payment

Go
beyond
Framework
/HK.

Bring
fully
under
export
subsidy
rules

Initial:
various
Current:
position
TBA

Position
TBA but
SDT to
apply

Strengthen

Retain access

Retain

Prohibitions
and
Restrictions

Disciplines to
reassure
NFIDC about
cont’d access
from world
market.

Specific
proposals
taking into a/c
critical food
shortages and
food security
Longer
implementation
periods

Including
for RAMs
Retain
right for
Developing
CM to
use in
future

Notes: Framework – July Framework; HK – Hong Kong; RAMs - Recently Acceded Members
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Initial:
eliminate
in 4 yrs
with 50
percent
down

Discipline in
Discipline
Developed CM. government
Developing CM and nongovernment
to retain
monopoly right monopoly
rights

Article 9.4

S&DT

China

Market Access
US

South
Africa
50 percent Initial:
downpayment Swiss with
50 percent
for
developed downpayment
countries
in yr 1

EU

Australia

G20

Brazil

Tariff
4 tiers with
Reduction specified
Formula reductions
(Table 6).
Same tiers
for
Developing
CM, with
reductions
TBA.

Separate
formula
proposals
with bands
and
reductions for
Developed
and
Developing
CM (Table 7)

Initial: Swiss
with 50
percent down
in yr 1

Separate
formula
proposals with
bands and
reductions for
Developed and
Developing CM
(Table 9)

Initial:
Swiss
with 50
percent
downpayment
in yr 1

Tariff Cap 75 percent
for
Developed
CM
# TBA for
Developing
CM

100 percent
for
Developed
and 150
percent for
Developing
CM

100 percent
Developed
CM
TBA for
Developing
CM

100 percent for Lower
Developed and than G20
150 percent for position
Developing CM

N/A for
developing
countries

TRQs

Increase all
by 20
percent,
eliminate
in-quota
tariff,
penalize
under-fill,
allocate
share based
on SDT

Ltd
expansion
on basis of
current
import level

Increase by 20
percent
domestic
consumption
(14 percent
SDT) over 5
yrs (9 yrs
SDT).
Eliminate inquota tariffs

Increase 6
percent
domestic
consumption (4
percent SDT)
Exempt LDC

No increase
for
developing
countries

Sensitive
Products

Limit to
1percent
tariff lines.
Link TRQ
increase to
deviation
and number
of tariff
lines.

8 percent of
tariff lines.
Prepared to
link
diversion
from
general
formula to
degree of
liberalization

Link diversion
from general
formula with
size of TRQ
increase

Limit to 1
percent
Link # and
deviation from
general formula
to degree of
liberalization

Special
Products

Limited and Supports, in Supports, on
transitional addition to terms TBA
Sensitive
Products

Integral part of
SDT.
50 percent
higher than
highest # of
Sensitive

SSG

Initial:
eliminate

Ltd TRQ
creation
Eliminate
immediately

SSM

Transitional Supports
Supports,
Integral part of
Volume
Terms TBA volume &
SDT
trigger
price triggers

Current:
Progressive
formula
between Swiss
and G20

Maintain for Eliminate
selected
products

Eliminate
in- quota
tariff

China India

Initial:
Australian/
Cairns
position.
Reserve 5
percent
for small
producers

20 percent
tariff lines
(G33)

Terms
TBA

Available
for all
products

Terms
TBA
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Tariff
Reduce/
Escalation eliminate
escalation
via
ambitious
general
reduction
formula
S&DT

Not agreed
to full duty
and quota
free for
LDC
exports
because
sensitive in
sugar.
No
comment
on tropical
products

Preferences

Other

Included in
formula.
Duty and
quota free
access for
LDC
exports.

Supports
disciplines,
TBA

Escalation a
priority

Fullest lib
for trade in
tropical
products.
Longer
implementation
for shallower
commitments.
Allocate
TRQ share to
developing
CM

Duty and quota
free access for
LDC exports.
Fullest
liberalization of
tropical
products.
Meaningful
gains in all 3
pillars for LDC

Specific
proposals
made
Eliminate
exclusive
import STE
rights

Geographical
Indications
integral to
agriculture
negotiations

Develop Priority
separate
formula

Flex in
bindings,
no
minimum
per line
tariff
reduction

Modalities TBA,
but supports
Framework

Initial:
delay
African
Mbrs’
tariff
reduction
till X subs
and TDS
eliminated

Gradual
reduction

Discipline
govt
and
nongovt
monopoly
rights

Notes: Swiss – Swiss formula; lib - Liberalisation
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1. Introduction and General Overview
There are no two opinions that the agricultural sector in India dictates the general pattern of growth
and distribution in the Indian economy. It provides employment to 40mn farm households comprising
67 percent of the total population and its contribution to the Gross National Product (GNP) is still
about 25-26 percent. Besides supplying much needed nutrition to over 1bn people and raw materials
to the industry the agricultural sector in India is playing a significant role in earning foreign exchange.
Despite numerous long standing constraints such as unpredictable monsoon, vast patches of drought
and flood prone areas, low public investment, proliferation of marginal and small holdings, varying
availability of agriculture input across regions etc. the sector has achieved respectable growth rates
and made India self-sufficient in food grains. Today India is among the first ten countries in the
world in the production of most crops.
One of the main challenges facing India has been to produce enough food for her increasing
population. As there is no more surplus land fit for cultivation, India has to strive to develop
productivity on existing cultivated area. Over the past four decades, India more than tripled its food
production. The adoption of High Yielding Variety (HYV) seeds technology yielded such spectacular
results that the phenomenon was hailed with euphoria as ‘the Green Revolution’ (Dantwala, 1986).
In a short span of less than five years following the adoption of HYV technology, wheat and rice
production increased dramatically in the mid-1960s. Foodgrains production jumped from 83mn
tonne to a 100mn tonne in five years, 1967-68 to 1971-72. Although 30 percent of this production
growth came from expanding farmland area, most of the increase since the late 1970s, has come
from increased average yields.
The decade of the 1980’s did not see any major policy initiative for agriculture. Wider spread of
improved technology was the main factor for output growth. Towards the late 1980s, some adverse
consequences of the new technology started emerging. Some pockets of the green revolution areas
started showing signs of strain on natural resources like land and water. The mounting burden of
subsidies put a pressure on fiscal resources and after 1980-81, public investments in agriculture
started declining. Some researchers thought that the rising bill on farm subsidies was the main cause
for a decline in public sector investments in agriculture, which are very important for long-term
output growth. The new technology favoured well-endowed (irrigated) regions of the country and
created serious regional disparities in agricultural income (Chand, 2005).
Till 1991, when India initiated a major economic reforms programme, policies and strategy for
agriculture growth and development focused almost entirely on internal factors and the country
followed highly protective trade policies. Except for a few traditional commercial commodities,
agricultural trade was subjected to measures like quantitative restrictions, canalisations, licences,
quotas and high tariff rates. However, this scenario has witnessed significant changes in the era of
economic reforms initiated in July 1991 and with the implementation of the WTO Agreement on
Agriculture (AoA) in 1995.
Liberalisation of world trade in agriculture has opened up new vistas of growth. India has a competitive
advantage in several commodities for agricultural exports because of near self-sufficiency of inputs,
relatively low labour costs and diverse agro-climatic conditions. These factors have enabled export
of several agricultural commodities over the years such as marine products, cereals, cashew, tea,
coffee, spices, oil meals, fruits and vegetables, castor and tobacco. For certain commodities like
Basmati rice, India has a niche market access in spite of competition. Agricultural export has a
sizeable share of about 15-20 percent in total exports of the country. Agricultural imports are about
5-6 percent of total imports in the country. Only a few commodities like edible oil, cotton, pulses
and wood and wood products are imported.
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The reforms undertaken in 1990s were to some extent motivated by a long-delayed recognition of
the considerable export potential of India’s major crops and in part, by the widening gaps between
domestic and international prices due to devaluation of the Indian rupee. It might be said that the
trade policy reforms initiated during the last two to three years were not a part of the Uruguay Round
agreement obligations but were in response to short-term exigencies. Indian agriculture was exposed
to the world markets of some major commodities and in the years to come, while granting for some
hiccups in the process, the direction seems to be towards a more free economy.
Though agriculture trade has been liberalised to a large extent, reforms in the domestic agricultural
trade and markets have been rather slow. Domestic trade is still regulated by various provisions that
are adversely affecting the efficiency of the domestic markets, private trade,growers, and producers.
Government intervention in the prices of some commodities is discouraging private sector investment
and participation in agricultural trade (Chand, 2003). Lack of reforms in the domestic markets is
putting domestic production in a disadvantageous position when competing with imports facilitated
by liberalisation of external trade (Chand, 2002).
2. Major Agricultural Commodities
The Indian farm sector is dominated by food crops, which is quite natural in a food grains dominant
economy. Increased emphasis on the production of commercial crops is a recent phenomenon among
small and marginal farmers. Probably this is also driven by the increased market access enjoyed by
commercial crops. In the following paragraphs, some of India’s major crops – food and commercial
have been discussed.
2.1 Wheat
India’s wheat economy is expanding rapidly. Production increased sharply after the Green Revolution
in mid-1960s. At present it accounts for 35 percent of the total foodgrains production. The area
under the crop was 26.62mn hectares with a production of 72.06mn tonnes in 2003-04. Between
1950-51 and 2003-04, there has been a huge increase in area under wheat cultivation and the total
output. This improvement is also seen in productivity, which rose to 2619 kgs/ha in 2002-03 due to
the use of HYV seeds. The share of India’s wheat production in the world’s production is about 12
percent. The country is the second largest producer of wheat in the world.
Region-wise, wheat is almost non-existent in the southern parts of the country, and very limited in
the eastern parts. The northern and western States comprising Haryana, Punjab, Rajasthan, Himachal
Pradesh, Jammu & Kashmir, Madhya Pradesh, and Uttar Pradesh are the major wheat producing
states in India. These states approximately contribute 35 percent of the total production of wheat. As
reflected inthe Agricultural Census data, area allocated to wheat has been increasing. This increase
is uniform across different farm holdings, but the increase in the larger size of holding is higher than
the those belonging to small and marginal farmers.
2.2 Rice
Rice is an important cereal and consumed as major food item in most of the states in India. It has the
largest share in Indian foodgrain production, accounting for 42 percent of the total. Rice is grown in
all parts of the country but the highest production comes from the eastern region, which produces
29mn tonnes, followed by the southern region at 24 million tonnes, and the north producing 23
million tonnes. Andhra Pradesh, Jammu & Kashmir, Orissa, Punjab, Uttar Pradesh, Tamil Nadu and
West Bengal are the major rice producing states. In 2003-04, the area under the crop was 42.41mn
hectares with a total production was 87 million tonnes. The yield was 2051 kgs/hectare, almost three
times more than the yield in 1950-51.
The yield levels were uneven as certain regions lagged behind. In order to improve the yield levels,
the government of India implemented the rice programme for eastern states and later, an Integrated
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Cereals Development Programme (ICDP) for rice. The growth rates in rice production experienced
a step up due to this programme during the eighties, which continued in nineties as well. This has
also been added up by increase in the consumption of fertilisers in eastern and western regions
during the eighties.
2.3 Cotton
Cotton is a commodity of global economic significance in which India enjoys a comparative advantage
in cost and quality. India accounts for approximately 20 percent of world’s total cotton growing area
and 11 percent of global cotton production. Over 49 percent of the total Indian cotton production is
of long and extra long staple varieties. The total output in 2003-04 was about 13.5mn bales (of 170
kgs). Productivity of the crop was 220 kgs/ha in 2001-02 In the case of HYV, the yield per hectare
was around 226 kgs per hectare, which was lower than the world average of cotton yield - well over
550 kgsper hectare. The growth rate of the area under cotton has significantly increased from just
0.11 percent between 1960 and 1971 to 2.4 percent between 1990 and 2000.
Gujarat, Andhra Pradesh, Haryana, Maharashtra, Punjab and Tamil Nadu are the major cotton growing
states. The data from Agricultural Censuses show that the area share of cotton is increasing across
all the size classes, but substantially in the medium and large size of holdings. The export of raw
cotton was quite high compared to imports up to 1996-97. In 1999-2001, export of cotton was 0.1mn
bales of 170 kgs, against the import of 1.9 million bales. The mill made fabrics and clothes and
readymade garments constituted around 20 percent of our exports.
2.4 Sugar
Sugarcane is an all time commercially important crop. It was grown in an area of 1.71mn hectares in
1950-51, which increased to 4.32mn hectares in 1999-2000 with a production of 299.22mn tonnes.
The per capita net availability of sugar increased from 13.15 gms per day to 42.74 gms per day
during 1950-2000. This is a remarkable progress. The growth rate of area under the crop was also
quite impressive. The growth rates in cropped area stepped up from 1.02 percent between 1960 and
1971 to 1.81 percent between 1990 and 2000.
About 45mn Indian farmers and their families are dependent on sugarcane cultivation. Uttar Pradesh
alone accounts for 35 percent of India’s total sugarcane production.
Presently, India is a sugar surplus country. Sugar exports in 2002-03 was valued at US$375mn as
against imports of US$6.8mn. So the country is a net exporter of sugar. The crop is mainly cultivated
in small and semi-medium holdings. As per data from the Agricultural Censuses, the area share
under the crop has been increasing during the last three decades. The contribution of the crop to the
Gross Domestic Product (GDP) of agriculture was 6.97 percent and 5.75 percent of the total value of
the agricultural output in 1998-99.
2.5 Oilseeds
India is the largest producer of oilseeds in the world. The Indian oilseed sector accounts for a domestic
turnover of US$12.5bn and international trade of US$2.5bn. India accounts for 7.4 percent of the
world output of oilseeds. In 2000-01 (Nov-Oct), India was also the world’s largest importer of
vegetable oils. It surpassed China by importing 5.1mn tones of vegetable oils. The nine major oilseeds
cultivated in India are groundnut, mustard, rapeseed, sesame, safflower, linseed, nigerseed, castorseed,
soyabean and sunflower. Coconut is an important source of edible oil among the plantation crops.
Among non-conventional oils, ricebran and cottonseed oil are also important. However, the total
output of groundnut, mustard and soyabean account for about 85 percent of the total oilseed production
in the country.

IBSA Streategy for WTO Agriculture Negotiations  41

In 2000, the price of most edible oils fell due to increase in imports fuelled by very low import duty,
lower world price etc. This resulted in sharp setback in the growth of area under oilseeds. The trend
reversed with the government raising the Minimum Support Price (MSP) of oilseeds in 2002 and
also raising the import duty on crude and refined oils in 2001.
2.6 Fruits and Vegetables
India is the second largest producer of both fruits and vegetables in the world, coming next to
China. Its share in the world output of fruits is 11 percent and vegetables 7 percent. Because of its
varied agro-climatic conditions - temperate, sub-tropical and tropical, India can produce a wide
variety of fruits and vegetables. According to the National Hoticulture Board, India has about 1,655
lakh hectares (one lakh = hundred thousand) of land under operational holding of agriculture. Of
this about 153 lakh hectares is under horticulture and with an yield of about 142mn tones of fruits
and vegetables. India ranks first in the production of mango, banana, sapota and acid limes in the
world. It is among the first ten countries in the production of apples, papayas, oranges, grapes and
pineapples. India is the biggest producer of peas,cauliflower, cabbage and tomato and comes at
fourth position in world potato production.
At present, India produces about 70 different kinds of leafy, fruity and starchy tuber varieties of
vegetables. In the past 5-8 years, horticulture has shown seemingly the highest growth rate in output
among the various agricultural products in India. The over-production of foodgrains in the country
and a lack of breakthrough in improving the yield of oilseeds and pulses have forced the government
to take steps to bring more land under horticulture and promote the fruits and vegetable processing
industry and the export of horticultural produce.
2.7 Dairy Products
India is world’s largest producer of milk. It overtook the US as the largest producer in 1998. Indian
dairy industry is fairly competitive in the international market. After New Zealand, Australia and
Argentina, India is the fourth lowest-cost producer in the dairy sector. At present, while milk is
available in the western state of Punjab at Rs 10 per litre, its price is Rs 25 per kg in neighbouring
Pakistan. India can supply milk to Pakistan even through a milk train. Further there is scope for
exports of about 35,000 litres of milk everyday to Sri Lanka by sea route.
At present, the dairy cooperative sector is doing a very good job in improving the productivity and
quality which are important for international competitiveness and acceptability. In India more than
50 dairy plants have received ISO and HACCP certification and many more are seeking it. The
production and consumption of milk products is limited and beyond which their production cannot
be increased. Despite a continuous increase in the price of liquid milk over the years, the price of
ghee and skimmed milk powder in the country in recent years has either stagnated or declined and
that of butter and cheese stabilised except for occasional volatility.
3. Agriculture Trade Liberalisation in India
During the last five decades there have been highly interventionist trade policies practiced by India,
which have discriminated against agriculture, particularly in the category of basic foods such as
cereals. International trade in cereals by the private sector was practically banned during the period
1950-95, with the exception of Basmati rice exports and maize imports for the poultry sector. These
restrictions on the external front were supplemented by substantial controls over pricing, procurement,
stocking, marketing and transport of food grains at the domestic front.
When India embarked on the process of comprehensive economic liberalisation in July 1991, the
agriculture sector was not on the agenda. It mainly touched upon the external sector, industrial
sector and fiscal reforms. The trade reforms undertaken as a part of larger external sector reforms
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included devaluation of the rupee and gradual dismantling of import, export, and exchange controls.
Although very little headway was made in the matter of liberalisation of agricultural trade, the
devaluation of the rupee in 1991 made many Indian agricultural products competitive in the
international market.
The exports of all merchandise including the exports of agricultural products from India recorded a
significant increase in growth during the 1990’s. Besides, gradual liberalisation of trade in India and
the process of dismantling controls also contributed to growth of agricultural exports. The total
agricultural exports recorded an annual growth rate of 8.12 percent during the nineties compared
with a low growth of only 2 percent during the eighties (Bhalla, 2004).
3.1 Agriculture Trade Liberalisation in Post-WTO Era
The major impetus towards agricultural sector liberalisation in India came after the establishment of
the WTO in 1995. India is a founder member of WTO. In order to fulfil its obligations under the
WTO AoA, India has undertaken several policy measures to reform its farm sector. India’s obligations
under the WTO AoA fall mainly under four broad areas namely market access, export subsidies,
domestic support, and Sanitary and Phyto-sanitary (SPS) Measures.
3.1.1 India’s Obligations under Market Access
According to the WTO AoA, all non-tariff barriers to agricultural trade were to be ‘tariffied’ and
converted into their tariff equivalents. Further, tariffs resulting from this “tariffication process”
were to be reduced by a simple average of 36 percent over a period of 6 years in the case of developed
countries and 24 percent over a period of 10 years in the case of developing countries. In addition to
this, for countries, which had tariffied, there was also an obligation to maintain current and minimum
access opportunities and to establish a minimum access tariff quota, of a minimum of 3 percent of
domestic consumption in the base period 1986-88. This was to be gradually increased to 5 percent of
base period consumption over the implementation period.
Along with many developing countries, India was permitted to offer ceiling bindings instead of
tariffication. These bindings were not subject to the reduction commitments. India was also allowed
to maintain quantitative restrictions (QRs) on account of balance of payment (BoP) problems. But
since India had not tariffied and was, instead allowed to bind its tariffs, it did not have any market
access commitment. But like many developing countries, which decided to bind their tariffs, India is
also not entitled to use the Special Safeguard Measures (SSG) of the AoA, which can be used by
only a few (36) developed countries, which had tariffied.
Since, AoA allowed members either to ‘tariffy’ in all cases or to bind their tariffs, during the Uruguay
Round, India chose to follow the latter route and bound its tariffs for 3375 tariff lines which constituted
65 percent of India’s total tariff lines defined at 6-digit HS level. Out of these 3375 commodity
groups, 683 commodity lines at 6-digits of HS classification belong to the agricultural sector.
Simultaneously, India continued to have QRs, which it was permitted to impose, because of BoP
reasons. Like many other developing countries, except for a few commodities, India bound its tariffs
at 100 percent for primary products, 150 percent for processed products and 300 percent for edible
oils. But, for certain items (comprising about 119 tariff lines), which were historically bound at a
lower level in the earlier negotiations (Table 1), the binding levels were very low, in some cases,
even zero. But these zero or low tariffs had no relevance because India was allowed to use QRs.
The US and some other countries in the Dispute Settlement Body (DSB) of WTO challenged India’s
continuation of QRs on the plea of Balance of Payment (BoP) position. In view of its improved
position in the matter of foreign balances, India lost the plea for retention of QRs on account of BoP
position both at the DSB as well as at the Appellate Body. According to the understanding arrived
between the parties regarding the reasonable period of time for correcting the discrepancy (latest by
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March 2001), India removed the QRs on 714 items including 142 commodities belonging to the
category of agricultural commodities during 1999-2000. On the occasion of Export and Import
Policy announcement on 31st March 2001, the Minister announced the removal of QRs on the
remaining 715 items, thereby ending the much-maligned “License Permit Raj”.
With the removal of 715 items from the list, which include 42 groups belonging to agriculture,
quantitative restrictions on imports have been completely abolished and the obligation to replace
QRs by tariffs has by and large been fulfilled (except for a few strategic commodities). After the
decision to remove QRs, India was under GATT Article XXVIII, allowed to renegotiate the tariffs
bindings on those commodities for which it had very low or zero tariff bindings. Consequently, in
December 1999 India successfully negotiated and the binding levels were suitably revised upward
to provide adequate protection to the domestic producers. Out of these low bound tariff lines, bindings
on 15 tariff lines, which included skimmed milk powder, spelt wheat, corn, paddy, rice, maize,
millet, sorghum, rapeseed, colza, mustard oil, fresh grapes etc. were revised to a level ranging between
45 percent to 75 percent.
Table 1: Tariffs and Bound Rates on Agricultural Commodities/Groups Under Study
Basic Customs Duty
(percent) (As on
01.03.04)

Bound Duty
(percent) (As on
01.01.04)

50

100

Rice in the husk

80

80

Husked (brown rice); broken rice

80

80

Sugar

60

150

Frozen vegetables – peas, beans, spinach,
sweet corn etc.

30

150

All other vegetables

30

100

Cotton

10

100

S.No.

Products

1.

Wheat

2.

Rice

3.

Green vegetables
4.

5.

Source: Agricultural Statistics at a Glance, August 2004, Ministry of Agriculture, Government of India.

3.1.2 India’s Commitments under Export Competition
Export subsidies were subject to reduction commitment, in the area of export competition, though
several kinds of direct payments were exempted. The export subsidy commitment is either in the
form of budgetary outlay reduction commitments or in the form of export quantity reduction
commitments. Export subsidy outlays in budgets are to be reduced by 36 percent for developed
countries and 24 percent for developing countries over a period of 6 and 10 years respectively. The
volume of exports receiving subsidies is to be reduced by 21 percent per product or group of products
for developed countries and by 14 percent for developing countries over the same time period.
These reductions are to be made by taking 1986-90 as the base period. The LDCs are not subject to
any reduction commitments. The commitments are defined over commodity aggregates rather than
individual lines.
Export subsidies of the kind listed in the AoA, which attract reduction commitments, are not used by
India. Indian exporters of agricultural commodities do not get direct export subsidy. The only subsidies
available to exporters of agricultural commodities are in the form of: (i) income tax exemptions on
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profits from export sales and (ii) subsidies on costs of freight (export shipments) of certain products
like fruits, vegetables and floricultural products.
Since these payments are exempt for developing countries from reduction commitments during the
implementation period, they will not cause any adverse impact on agricultural exports from India, at
least during this period. Therefore, India is making use of these subsidies in certain schemes of
Agricultural & Processed Food Products Export Development Authority (APEDA), especially for
facilitating export of rice, wheat and horticulture products. But once the export supplies become
self-sustaining during the adjustment period, these will have to be withdrawn.
3.1.3 India’s Commitments under Domestic Support
The AoA distinguishes between three types of production support, grouped into “boxes”, which are
given colours: Red (prohibited), Green (permitted), Amber (slow down – i.e. to be reduced), Blue
(subsidies that are tied to programmes that limit production). There are also exemptions for developing
countries in the form of Special and Differential Treatment (S&DT).
Domestic support measures, according to the Agreement, are meant to identify acceptable measures
of support to farmers and curtailing unacceptable trade distorting support to farmers. Trade distorting
domestic support is measured in terms of what is called the “Total Aggregate Measurement of
Support”, which is expressed as a percentage of the total value of agricultural output and includes
both product specific and non-product specific support.
According to the AoA, all non-exempt domestic support calculated as Aggregate Measurement of
Support (AMS), has to be reduced by 20 percent by developed countries in 6 years (1995-2000) and
by 131/3 percent by the developing countries in 10 years (1995-2004), taking 1986-88 as the base
period. However, domestic support given to the agricultural sector up to a de-minimis level of 10
percent of the total value of agricultural produce in developing countries and 5 percent in developed
countries is allowed.
AMS is further classified into product-specific and non-product specific support. All the support/
policies directed at producers of various agricultural products and provided on product-by-product
basis constitute product specific AMS. These support measures can be classified into three broad
categories namely Market Price Support, the Non-exempt Direct Payments and other Product Specific
Support. The only one measure that is relevant for the calculation of product specific support in
India is the market price support since the other two namely the Non-exempt Direct Payments and
other Product Specific Support do not constitute a significant proportion of support in India. The
market price support in the form of minimum support prices is announced by the government for
different commodities, based on the recommendations of the Commission for Agricultural Costs
and Prices (CACP). The non-product specific support is the measure of support given to agriculture
by way of subsidised supply of inputs such as fertilisers, irrigation, electricity, credit and seeds.
Gulati (2001) calculated that in case of India product specific support in the year 1995-96 was
negative to the extent of 38.5 percent. Bhalla (2004) has prepared a new set of estimates for both the
product specific and non-product specific support to agriculture. The results show that productspecific support is negative both at fixed price based on TE 1986-88 or even if current price base is
taken (see Table 2). However, the non-product support that is input subsidies is positive (see Table
3). But they do not exceed the de minimis level either individually or in the aggregate. Since India’s
total product support continues to be negative it has proposed to the WTO that the negative support
should be offset against positive non-product support while calculating the AMS. No final decision
has yet been taken on this issue.
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Table 2: Product Specific Support for Selected Commodities in 1999-00 as percent of Value of
Output of Respective Commodity
Product Specific Support
Fixed Price Base

Item

Current Price Base

Rice

-54.77

-52.52

Wheat

-97.25

-8.56

Maize

-143.04

-36.19

Cotton

-215.58

-192.79

10.04

41.39

-93.06

-139.96

-141.26

-36.36

Sugar
Groundnut
Jute

Source: State of the Indian Farmer, Vol.19, Ministry of Agriculture, Government of India, May 2004

Table 3: Non-product Specific support as percent of Value of Agricultural Output
Items

1995-96

1996-97

1998-99

1999-00

Irrigation

1.58

1.59

1.52

1.44

Credit

0.07

0.07

0.04

0.07

Fertiliser

2.08

2.12

2.25

2.47

Power

3.97

3.90

4.09

4.58

Seed

0.00

0.00

-0.01

0.00

Total non-product support

7.70

7.67

7.90

8.57

Source: State of the Indian Farmer, Vol.19, Ministry of Agriculture, Government of India, May 2004

This notwithstanding, as of now India does not need to have any reduction commitment regarding
its domestic support to agriculture. This is in sharp contrast with the developed countries that provide
very high levels of support to their farmers.
4. Impact of Trade Liberalisation
From the above analysis, it appears that of the three commitments that India has given under the
Uruguay Round Agreement (URA), at least two are unlikely to have any impact on Indian agriculture
because: (i) India is not required to reduce its domestic subsidy levels, its AMS being much below
the cut-off point of 10 percent, being in fact negative in case of product specific support; (ii) India
has not subsidised its exports of agricultural commodities, and hence, it remains unaffected by the
export subsidy reduction commitments. So the only commitment, which can affect Indian agriculture,
is that of market access or tariffication of quantitative restrictions (QRs) for Balance of Payment
(BoP) reasons. However, the BoP justification for India’s continued use of QRs, has come under
increasing pressure because of the increase in foreign exchange reserves. In the Export-Import Policy
announced on 31st March 2001, with the removal of quantitative restrictions on 715 items the
obligation to replace QRs by tariffs has by and large been fulfilled.
When the QRs were abolished in 2001, there was an apprehension that the Indian market would be
flooded with cheap farm imports from the West. But that did not happen. India along with the
removal of QRs simultaneously raised the tariff rates on many agricultural commodities in the late
1990s. The average agricultural tariff (excluding the special additional duty, or SAD) rose from 33.8
percent in 1997-98 to 41.7 percent in 2001-02. The majority of agricultural product-related tariffs
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are in the 35 percent to 50 percent range. Hence, as international prices crashed in the late 1990s,
imports did not increase significantly as import tariffs were adjusted upwards (World Bank 2004).
India’s agricultural export policies were progressively liberalised beginning in 1994, subject to
occasional reversals. Export policies pertaining to agricultural products changed frequently, often
several times a year, and therefore did not follow a general trend. The policy reforms include reductions
in products subject to state trading, relaxation of export quotas, abolition of minimum export prices,
and increased credit availability for exports.
India introduced export subsidies for cereals in early 2000. Government of India had to resort to
export subsidies for rice and wheat as world cereal prices crashed to very low levels in the late
1990s. The decline in world prices coincided with increase in the domestic support prices for wheat
and rice, which encouraged increased production
As a result of the upward revision of import tariffs and introduction of export subsidies on agricultural
commodities, the level of trade protection increased for several major commodities in the late 1990s.
Nominal protection coefficients (NPCs) represent the ratio of the domestic price to world price (the
price of an exportable or importable commodity at the border). Estimates of NPCs for rice and
wheat indicate that trade protection for them increased rapidly in the late 1990s (Gulati et al 2003)
(Table 4).
Table 4: Nominal Protection Rate for Selected Major Commodities in India
Year

Wheat*

Rice*

Sugar*

Cotton*

1991

1.17

0.86

1.10

0.67

1995

0.97

0.82

0.84

0.98

2002

1.37

1.35

1.77

0.56

* Exportable
Source: Gulati and others 2003.

Table 5 given below gives the trends of prices, production, exports and imports of the four major
agricultural crops, which have been chosen for the study. Prices, the main economic indicator, which
influences production, exports and imports, have shown a more or less continuous rising trend
between 1994-95 and 2003-04. These years have been selected to compare the situation between
pre- and post-WTO period. While the rise in prices is steadier in case of wheat and rice, there have
been some ups and downs in case of cotton and sugar. Nevertheless, there has not been any significant
negative impact on prices as a result of agricultural trade liberalisation.
The production trend is also on similar lines with some fluctuations in between but those are because
of bad monsoons and not due to trade liberalisation (Figures 1-4). However, in case of cotton and
sugar the fluctuation is more prominent but overall showing a positive trend. Again, the mains
reason is bad monsoons as cotton in particular is produced largely in those parts of India, which
have been facing droughts for the last few years.
In case of exports and imports, there is no consistent trend. The data gives us a picture of the impact
of our trade policy and the global situation. The imports of rice, wheat and sugar are very low in
recent years because of high tariffs, which India is maintaining on the imports of these products. The
only exception is cotton on which India has reduced its tariff considerably and also the world cotton
market is highly distorted because of the huge subsidies given by US and some EU countries to their
farmers and exporters. As regards exports, rice has shown positive trend because India has a niche
market of basmati rice in some regions/countries. The exports of wheat and sugar picked up in later
years. Cotton exports have decreased in the post-WTO period.
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Table 5: Trends in Prices, Production, Export and Import of Major Agriculture Crops
Rice
Year

Wheat

Cotton

Sugar

WPI

Prod.

Imp. Exp.

WPI

Prod.

Imp.

Exp.

WPI

Prod.

Imp.

Exp.

WPI

Prod.

Imp.

1994-95 111

81.81

3

109

65.77

0

0.08

154

11.89

161.0

45.0

119

275.5

727.0 20.0

1998-99 146

86.1

0

1492.57 152

71.3

266.0

0.32

167

12.3

22.0

49.17

154

288.7

127.0 5.81

1999-00 171

89.7

7.0

721

175

76.4

179.0

00.0

147

11.5

289.0

18

156

299.3

256.0 9.0

2000-01 168

85.0

4.0

644

177

69.7

1.8

97.0

157

9.5

259.0

49

153

296.0

7.0

384.0

Exp.

112

2001-02 167

93.3

2

666

175

72.8

1.4

278.9

149

10.0

431.0

9.0

146

297.2

6.8

374

2002-03 166

72.7

NA

1205

176

65.1

NA

363.6

142

8.7

256.0

10.0

135

281.6

6.8

375

2003-04 169

86.4

NA

799.7

181

72.7

NA

453.2

181

13.5

NA

NA

139

244.8

9.2

258.3

Notes:
1. For the WPI (Wholesale Price Index) base year is 1993-94.
2. The value of production of rice and wheat is given in mn tonnes
3. In case of sugar the production value is of sugarcane in mn tonnes and data of exports and imports is of sugar.
4. For cotton the production value in measured in million bales of 170 kgs each.
5. The value of exports and imports is given in US$mn.
6. The data of the year 2003-04 is estimated (third advanced estimates).
Source: Economic Survey 2003-04, Ministry of Finance, Government of India; Ministry of Agriculture, Government of India; and
other sources.

Figure 1: Trend of Rice Production

Figure 2: Trend of Wheat Production
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Figure 3: Trend of Cotton Production

Figue 4: Trend of Sugarcane Production

4.1 Economic Impact – Real Income and Capital Formation
The agricultural sector growth rate in India plays a crucial role in overall annual GDP growth. Even
after more than 50 years of planed economic development and continued emphasis on rapid
industrialisation, agriculture still accounts for over a quarter of total GDP in India. Its significance is
even more in terms of employment generation and livelihood. Three quarters of the population is
rural and 70 percent of rural households depend on agriculture for their livelihoods.
In view of these facts, it is necessary for agricultural sector to contribute significantly in total real
income of India and simultaneously generate productive employment opportunities. For the
agricultural sector to meet its high growth targets it is equally important to have a continuous rise in
capital formation, which has become almost stagnant over the last two decades. These three issues
have been discussed below.
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Real Income:
Though India has become self-reliant in terms of meeting its foodgrains requirements but because of
the heavy dependence of Indian agricultural sector on monsoons the farm sector growth rate does
fluctuate a lot. This fluctuation in the growth rate of foodgrains productions in India has a direct
bearing on the annual GDP growth. Table 6 shows the link between agricultural sector growth and
the growth rate in the total GDP. The period from 1996-97 to 2003-04 coincidently also coincides
with the implementation of the WTO AoA.
Table 6: Growth rates of GDP and Agriculture Production (Percent)
Year
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04**

GDP*

GDP in Agriculture &
Allied Sectors*

Agriculture
Production***

7.8
4.8
6.5
6.1
4.4
5.8
4.0
8.1

9.6
-2.4
6.2
0.3
-0.1
6.5
-5.2
9.1

9.3
-5.9
7.6
-0.6
-6.3
7.6
-15.6
19.3

*At factor cost at 1993-94 prices
**Advance estimates
***As determined by index of agricultural production (Base: triennium ending 1981-82)
Source: Economic Survey 2003-04, Government of India

Gross Fixed Capital Formation (GFCF):
Capital formation is one of the most crucial factors for increasing production. This is particularly
more important for Indian agriculture whichis faced with the challenge of increasing production to
keep pace with the ever-rising population against the odds of the vagaries of monsoon. A strong
capital base is required to make sustainable use of natural resources, for adoption of advanced
technology and development of infrastructure for facilitating agricultural activities. In other words
capital formation is necessary in order to make agriculture a profitable commercial activity at par
with other industries in the arena of global economy.
According to the Report of the Committee on Capital Formation in Agriculture (2003), set up by the
government of India in 2001, agricultural development cannot be ensured by confining attention to
the activities within the boundaries of agricultural fields. It should encompass activities fully or
partially meant for agriculture such as production of fertilisers and pesticides, development of
agriculture markets, rural roads and communication; augmentation of facilities for agricultural credit
for small and marginal farmers, agricultural education, research and development of agricultural
technology which are the main source of increasing production under the limited availability of
natural resources. Therefore, for monitoring agricultural growth it is necessary to have a broader
measure of agricultural capital formation that includes capital formation in all these activities, which
can be called capital formation ‘for’ agriculture in comparison with capital formation ‘in’ agriculture.
The Report (2003) finds that there has been a continuous decline in the share of agriculture sector’s
capital formation in GDP. This is great cause of concern for India. The broad trends in both GFCF in
agriculture and for agriculture are similar during the period 1980-81 to 2001-02. As percent to GDP,
GFCF in agriculture has declined from 3.4 percent in 1980-81 to 1.6 percent in 2001-02. The corresponding
share of GFCF for agriculture has also halved during this period. The deceleration has been more
pronounced in the 1980s as compared to the 1990s. This can be seen from Table 7 below:
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Table 7: GFCF in and for Agriculture at 1993-94 Prices (Rs. Crore)
GFCF
Year

Percent Share in GDP of GFCF

GDP

in Agriculture

for Agriculture

in Agriculture

for Agriculture

(2)

(3)

(4)

(5)

(6)

1980-81

401128

13721

17279

3.4

4.3

1985-86

513990

13061

17656

2.5

3.4

1990-91

692871

15805

21560

2.3

3.1

1995-96

899563

16824

25283

1.9

2.8

2000-01

1198685

18364

27946

1.5

2.3

2001-02

1265429

19880

28830

1.6

2.3

(1)

Note: 1 crore = 10 mn
Source: Report of the Committee on Capital Formation in Agriculture, Submitted in March 2003, Ministry of
Agriculture, Government of India

The Report (2003) also finds that the share of GFCF in public sector in agriculture has declined in
relation to GDP. The same is true of public sector GFCF for agriculture. There has been, therefore a
long-term deceleration in the share of capital formation in agriculture in GDP at both aggregate and
public sector level. In fact the shares of GFCF in agriculture and for agriculture in GDP have declined
much more sharply in the public sector, as would be evident from the Tables 7 & 8.
Table 8: GFCF in and for Agriculture at 1993-94 Prices (Public Sector) (Rs. crore)
GFCF
Year

Percent Share in GDP of GFCF

GDP

in Agriculture

for Agriculture

in Agriculture

for Agriculture

1980-81

401128

7358

9855

1.8

2.5

1985-86

513990

6005

9224

1.2

1.8

1990-91

692871

4871

8706

0.7

1.3

1995-96

899563

5318

9631

0.6

1.1

1999-00

1148442

4637

9902

0.4

0.9

Note: 1 crore = 10 mn
Source: Report of the Committee on Capital Formation in Agriculture, Submitted in March 2003, Ministry of
Agriculture, Government of India

GFCF in agriculture now accounts for less than 10 percent of total GFCF. The ratio seems to have
declined very sharply during the 1980’s. In the last few years there has been some improvement in
the share of agriculture in total GFCF, however, in spite of this it is still well below what it was in the
early 1980’s. The same is true of GFCF for agriculture.
Currently, GFCF for agriculture at 1993-94 prices account for about 12 percent of aggregate capital
formation. As against this, the share of agriculture in GDP is currently about 24 percent. Clearly
there is a strong case to increase the share of agriculture in total capital formation in the economy.
Even in the case of Public Sector, the share of agriculture in total Public Sector capital formation has
declined over the years.
As agriculture is getting diversified, there is a need to not only augment but also re-structure the
pattern of investment in agriculture. Historically, the Public Sector has taken the lead in directing
the growth and pattern of agriculture investment. Keeping in view of the changed global scenario,
the Committee on Capital Formation in Agriculture recommended:
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•
•

•

Immediate steps should be taken to improve capital formation for agriculture in both Public and
Private Sectors. Otherwise, it may be difficult to sustain the agriculture growth and rural purchasing
power.
Currently, irrigation accounts for the bulk of public investment in agriculture (above 90 percent).
The new strategy of agriculture growth and diversification of agriculture from traditional crop
cultivation to horticulture etc. would require more investments in cold storage, rural roads,
communication, marketing network and facilities, warehouses etc.
Simultaneously efforts should be made to revitalise agriculture through introduction of
biotechnology and other innovations. This would require substantial increase in investment on
research and development for agriculture.

4.2 Social Impact – Employment and Poverty
The true benefits of trade liberalisation in agriculture cannot be realised unless it leaves a positive
mark on social sectors. In the Indian case it is more important as majority of the poor people are
dependent on agriculture for their subsistence. Therefore, it is very crucial to see the impact of
agricultural sector liberalisation on social indicators such as poverty, health and education, and
equity.
Employment
Agriculture accounts for just under 60 percent of total employment and as a result growth and
development in this sector have significant impact on the overall employment situation in the economy.
However, at the same time it must be recognised that agriculture is not a sector where Indian policy
makers are looking for a large increase in total employment generation. On the contrary, agriculture
has traditionally served as a residual employer, and is therefore characterised by considerable
underemployment, disguised unemployment, seasonal variation in employment and relatively low
real wages. The longer-term employment strategy should therefore aim at absorbing as much of the
expansion in the labour force as possible in the non-agricultural sector, thus reducing the pressure of
labour on land and thereby tightening the labour market, so that incomes per head in farming and
real wages of agricultural labour rise significantly.
The relationship between growth of GDP and growth of employment is usually characterised by a
summary parameter such as the elasticity of employment with respect to GDP, which can be calculated
Table 9: Elasticity of Employment to GDP in Agricultural Sector and All Sectors
Period
Estimated Elasticities in Agriculture*
All Sectors
1977-78 to 1983
0.45
0.53
1983 to 1993-94**
0.50
0.41
1993-94 to 1999-00
0.00
0.15
Projected
As used in 9th Plan projections
0.50
0.38
Projected for the future
0.10
0.22***
*Estimated elasticities for agriculture have been calculated on the basis of 3 year moving average of
GDP at 1980-81 prices for the period 1977-78 to 1983 and 1983 to 1993-94. For the period 1993-94
to 1999-00 the GDP series with base 1993-94 have been used but a three-year average is not used
since data are not available for 1992-93 or 2000-01.
**This period combines two distinct periods for which data are separately available i.e. 1983 to 198788 and 1987-88 to 1993-94. However, 1987-88 was a drought year when employment was abnormally
low and this distorts elasticities in both periods. The combined period 1983 to 1993-94 has been used
to avoid this distortion.
***Implicit elasticity based on 6.5 percent GDP growth.
Source: Report of the task force on employment opportunities, 2001, Planning Commission, Government of India.
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either for employment in the economy as a whole or for employment in individual sectors. Table 9
presents Planning Commission of India’s estimates of employment elasticities for the agricultural
sector, and also for the economy as a whole, based on data on employment growth and GDP growth
for three different periods spanning the past two decades.
From the data given below in Table 9, it is evident that during the period 1993-94 to 1999-00, the
initial years of implementation of WTO AoA, employment elasticity in agriculture sector reduced to
zero. It means increase in agricultural output during this period did not result in any increase in
employment. The data given in Table 10 confirms this result. We see that during the period 1993-94
to 1999-00, employment in agricultural sector has actually gone down in absolute numbers, showing
a negative growth of –0.34 percent.
Table 10: Growth of Employment in Agriculture and Total
Sectors

Employed workers (mn)

Annual growth rate ( in percent)

1983

1993-94

1999-00

1983-94

1994-00

Agriculture

207.23

242.46

237.56

1.51

-0.34

Total Employment

302.76

374.45

397.00

2.04

0.98

Source: Report of the task force on employment opportunities, 2001, Planning Commission, Government of India.

Poverty
Ever since the Uruguay Round AoA kickstarted trade liberalisation in agriculture in 1995, there has
been a considerable concern in India about its implications for more than 600mn people who are
dependent on farming for their livelihood. This is particularly true for products like rice, wheat,
cotton and sugar, which are the lifeline of not only majority of rural people but products like cotton
and sugar provide employment to a significant proportion of urban population as well.
As of 1999-00, India’s poverty continues to be predominantly rural although rural poverty declined
faster than urban poverty over the last twenty-five years. Moreover, the decline in national poverty
seems to have been driven mostly by the decline in rural poverty – not surprising given that 74
percent of India’s population lives in rural areas. The decline in poverty is remarkable during the
period 1993-94 and 1999-00 when the rural poverty went down by almost ten percentage points in
comparison to the seven percent fall in combined (rural and urban) poverty ratio ( Table 11).
Table 11: Estimates of Incidence of Poverty in India
Year

Poverty ratio (percent)

No. of poor (mn)

Rural

Urban

Combined

Rural

Urban

Combined

1977-78

53.1

45.2

51.3

264.3

64.6

328.9

1983

45.7

40.8

44.5

252.0

70.9

322.9

1987-88

39.1

38.2

38.9

231.9

75.2

307.1

1993-94

37.3

32.4

36.0

244.0

76.3

320.3

1999-00

27.1

23.6

26.1

193.2

67.1

260.3

2007*

21.1

15.1

19.3

170.5

49.6

220.1

*Poverty projection for 2007
Source: Tenth Five-Year Plan, Planning Commission, Government of India
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This period 1993-94 to 1999-00 roughly coincides with the early years of implementation of WTO
AoA. But how much this fall in poverty ratio in this period can be attributed to trade liberalisation
undertaken by India to fulfil its obligations under AoA, is a matter of debate and further research.
As far as India’s commitments under AoA are concerned it did not have to bring any major change
in its existing policies except the removal of quantitative restrictions on imports. In the previous
section we have seen that out of three pillars of AoA, India is not required to undertake any cut in its
domestic support and export subsidies. While the exiting domestic support level is well below the
permissible limit the export subsidies that are subject to reduction, are not provided in India.
4.3 Impact on Select Products
As repeated several times, out of the three pillars of the AoA, India’s commitments lie only in case
of tariff reductions. Till now much of Indian agricultural policy, and fear of market oriented reform,
is based on the perception that reducing import barriers will increase domestic price volatility and
threaten livelihood of millions of small and poor farm producers. Therefore, it is primarily because
of this reason India has been maintaining high average tariff rates on its farm imports.
India has never been a major foodgrains exporter as all along its prime concern was how to protect
its millions of small and marginal farmers. In WTO agriculture negotiations unlike Cairns group
India’s stance has remained defensive. India preferred to seek concessions in order to protect its
domestic farm producers rather than seeking greater market access. However, whichever formula is
chosen for tariff cuts, India will have to reduce her existing average bound tariff rates on agricultural
products.
As a result of these possible tariff reductions, the actual picture is not easy to predict because of
various government interventions and distortions that may influence both input and output prices.
However, in this section we try to analyse how the future trade liberalisation in agricultural sector
would impact on major crops like rice, wheat, sugarcane and cotton and in turn on the overall
agricultural growth.
Rice
One of the important developments of the last decade in the Indian farm export landscape is the
emergence of rice as an important export crop. Although the export trend of rice is not consistent but
it shows much promise. The Arkansas Global Rice Model1 , for instance, predicts that, in 2010,
India would be one of the major net exporters of medium- and long-grain rice along with Thailand,
Vietnam, US and Pakistan. This reinforces the existing trade patterns (Gulati & Naraynan, 2003).
At present, the rice sector in both developed and developing countries attract a high level of
government intervention. While developed country importers such as Japan and Korea insulate
their rice markets through heavy border protection, exporters such as the US and EU resort to export
support to make their rice more competitive in the world market. A developing country like India is
cautious in liberalising rice trade for the sake of food security. Exports of common rice from India
were banned until 1994. India also maintains high bound and applied tariff rates of 80 percent.
The high degree of intervention in rice sector worldwide has led to great diversity in rice price levels
across countries and has created a huge distortion in world trade of rice. In fact, it is argued that rice
markets are so distorted that countries compete less on productivity gains or efficiency and more on
policy levels that make their exports competitive (Tabor et al 2002). Now the question arises, how
would the liberalisation of rice trade impact on the competitiveness of different countries and
particularly India in this case?
If we go by the value of nominal protection coefficients (NPCs), India, having NPCs of less than
one, is likely to be competitive Therefore, it is expected that India would emerge as one of the
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important net exporters if further trade liberalisation takes place in rice sector, while the richer
countries such as Japan, Korea and the EU would be net importers (Gulati & Naraynan, 2003).
Sugarcane
India is a competitive country in the international sugar market. But, it has not been able to secure a
reasonable share in world sugar trade. The EU and other countries, in spite of their higher costs of
production, have been exporting sugar at much lower prices because of higher support given to the
sugar industry in their countries by the respective governments. In India the export price of white
sugar, which was US$ 409 per tonne in January 1996 has come down by almost 50 percent to US$
210 per tonne in January 2003. This has also affected the India domestic prices of sugar (Gawli,
2003).
The studies done by LMC International of UK and ABARE of Australia find that if the international
sugar market becomes fully free and fair the following likely situations would emerge:
• The overall prices will rise by 38 percent. Prices in Japan will increase by 60 percent, in Western
Europe by 40 percent, in Eastern Europe by 25 percent and in China, Philippines and Ukraine
prices will come down by 10 percent.
• Europe, the US, Japan and Indonesia will have to increase imports by 15mn tonnes.
• The international sugar industry will shift from inefficient regions to efficient regions.
In the emergence of such a scenario, India will be one of the major beneficiaries of a free and fair
international sugar market. The present direction of India’s sugar policy is also based on the assumption
that the global sugar industry is becoming free and fair and that all types of government support and
market intervention are being dismantled.
Wheat
In case of wheat, the results of a study done by Naik (1999), which uses Domestic Resource Cost
(DRC)2 analysis to evaluate its international competitiveness, find that wheat production in the
major wheat producing states in India is internationally competitive. This includes Punjab, Haryana
and Rajasthan, which are competitive in all years (1995-96 to 1998-99), showing DRC less than 1.
Thus, wheat production in India is likely to remain internationally competitive even after further
trade liberalisation.
Cotton
As regards cotton, the sector is in deep distress, thanks to the combined effects of draught, increasing
cost of cultivation, declining subsidies and removal of import restrictions. At present imports are
conducted under the Open General License (OGL) system, which are free and unrestricted by time
or quantity, with a nominal import duty of 10 percent. In India, there have been no subsidies for
cotton production since 2003. At the same time, it must be emphasised that the prices of cotton in the
world markets are highly distorted as a result of production subsidies in some of the developed
countries. The US, for example, has an annual cotton farm subsidy programme amounting to US$3bn,
which is separate from its export subsidies. These are direct payments to producers and not related
to yields or prices. US production costs are US$1.70 per kg but its cotton is sold at US$1.18 per kg
(Cariappa and Cariappa, 2004).
Greece, Spain and Turkey supported their farmers with subsidies of $718mn, $239mn and $57mn
respectively in 2002-03. In China import is not free and is based on a quota system that is regulated
according to needs and requirements. Further, the imports are time restricted to protect domestic
markets (Cariappa and Cariappa, 2004).
The likely elimination of unfair farm subsidies might help in mitigating the distress of Indian cotton
farmers.
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Thus, in aggregate, the net economic impact of future trade liberalisation of world agricultural trade
is likely to be beneficial for India, though this may not be as significant as needed in the short run.
However, there might be some sectors, which would require greater protection such as oilseeds,
cotton, etc.
5. India’s Negotiating Strategy in the Current Doha Round
India has made one of the most comprehensive submissions on agriculture to the WTO. It has submitted
its initial negotiating proposals in the areas of market access, domestic support, export competition
and food security with the objective of protecting its food and livelihood security and creating
increased market access opportunities with a view to promoting its agricultural exports.
Indian proposals submitted to WTO on 15.01.2001 can broadly be classified into the following two
categories:
• Increasing the flexibility enjoyed by developing countries by creation of a ‘Food Security Box’
for providing domestic support to the agriculture sector under the special and differential treatment
provisions as also further strengthening of trade defence mechanisms with a view to ensuring
food security and to take care of livelihood concerns.
• Demanding of substantial and meaningful reductions in tariffs including elimination of peak
tariff and tariff escalation, substantial reductions in domestic support and elimination of export
subsidies by the developed countries so as to get meaningful market access opportunities.
India’s submission was well taken into account while finalising the Doha Work Programme on
agriculture. Although, there is no explicit mention of food security box, but elements of food security
and rural development are included in the language.
At Doha it was decided that modalities for further commitments, including provisions for S&DT,
shall be established no later than 31st March 2003. Pursuant to this Members made their submissions
to the WTO. Several Members, which included USA, EU, and Cairns Group, submitted their proposals
to the Committee of Agriculture (CoA). While USA proposed “Swiss formula” for tariff reductions,
which would produce much steeper cuts on higher tariffs, the EU on the other hand insisted on
“Uruguay Round approach”, which is “linear”, i.e. the same percentage reductions no matter what
the starting tariff rate is.
5.1 Cancun and Beyond
The fifth Ministerial Conference of the WTO at Cancun proved to be a turning point in the history
of multilateral trade negotiations. Although the meeting failed to adopt any declaration but for the
first time developing countries had realised their collective might and did not cave in to the pressure
tactics of developed countries. One of the major developments at Cancun was formation of the G-20
alliance which put large developing countries like Brazil and India on equal footing in trade
negotiations.
The G-20 alliance brought together a group of developing countries together to negotiate collectively
with the US and the EU, especially seeking the elimination of developed country agricultural subsidies.
Membership in the group has fluctuated, but the name G-20 now seems to have stuck. The group has
been led by Brazil, other important members including Argentina, China, India, and South Africa.
After the formation of G-20 at Cancun, the member countries of the alliance abandoned individual
submission. India, being one of the leaders of G-20 started making its submissions through G-20 on
the issue of agriculture. On the issue of agriculture, India is a member of another alliance called G33, which is mainly demanding adequate safeguards and policy space to poor developing countries.
The Indian agricultural sector is vast and diversified and thereby it has both defensive and offensive
interests. Keeping in view of this fact India is a member of two developing country coalitions, the G56  IBSA Streategy for WTO Agriculture Negotiations

20 and the G-33. Whereas the G-20 is more focused on the reduction of domestic support and
elimination of export subsidies by developed countries in order to make developing country products
more competitive (this, in a sense, is an offensive interest), the G-33 is focused on resisting deep
tariff cuts in agriculture, and also providing for adequate flexibilities in the form of Special Products
and a Special Safeguard Mechanism, which is clearly a defensive interest.
5.2 Agriculture Market Access Formula
One of the major issues between the developed and developing countries in the area of agriculture
centres around tariff reduction formula. Developed countries have been insisting that developing
countries should bring down their agricultural tariffs for the expansion of market access. However,
developing countries expressed that any substantial or steep cut of agricultural tariffs is not acceptable
to them because of the sensitivities involved in the agriculture sector. Developing countries like
India have a defensive interest in agriculture and from their perspective, any tariff cutting methodology
should be soft on developing countries and hard on developed countries.
In this context G-20 had proposed in October 2005 that the tariff rates of developed countries be
divided into five bands and that of developing countries into four bands and then tariffs within each
band be subjected to linear cuts. Developed countries have more bands because of high tariff dispersion
and greater number of bands aims at implementing progressivity and taking into account the wider
dispersion of tariffs in those members. Developing countries such as India have low tariff dispersion
and hence lower number of bands. Higher tariff bands will then be subject to greater linear cuts in
order to meet the target of high reduction, with a view to delivering the Doha mandate and the July
Package. The proposal stated that the tariff reduction by developing countries would be less than 2/
of the cut to be undertaken by developed countries. G-20 has also submitted that the tariffs in
3
developed and developing countries be capped at 100 and 150 percent respectively. However, it
appears that G-20 later changed its position on having five bands for developed countries. At present,
there is a consensus on having four bands both for developed and developing countries, for undertaking
tariff reduction. The latest proposal of the G-20 is given in table 12.
Table 12: G-20 Proposal on Tariff Reduction in Agriculture
Developed Countries

Developing Countries

Number of Bands 4

Number of Bands 4

Linear Cuts

Thresholds (in AVEs3)

Linear Cuts

0 =20

45%

0=30

25%

>20=50

55%

>30=80

30%

>50=75

65%

>80=130

35%

>75

75%

>130

40%

Thresholds in (AVEs)

High tariffs & Cap

Cap:100%

Cap: 150%

The important technical issues which need to be negotiated are the range of bands and the cuts
within each of the bands. While negotiating the tariff cuts, an additional formula shall be established
to reduce tariff escalation in developed countries. Products, in which tariff escalations exist, will
need to be identified. Developing countries face formidable tariff barriers in developed countries in
the form of tariff escalation. The cut off rates in the tariff reduction formula for developed countries
should be such that they are able to bring down high tariff escalation in developed countries.
Viewpoints of developed and developing countries, on tariff reduction cuts for different bands,
naturally do not match.
The bands for developing countries will be different from the bands of developed countries. However
there is no disagreement on lesser cuts within the bands for developing countries. By virtue of
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special and differential treatment, it may be considered that the tariff cuts for developing countries
would not be more than 2/3rd of the tariff cuts for developed countries. But significant differences of
opinion exist. Table 13 below portrays the extent of divergences that remain.
Table:13
Bands

Thresholds

Range of cuts percent

Band 1

0%-20/30%

20-65

Band 2

20/30%-40/60%

30-75

Band 3

40/60%-60/90%

35-85

Band 4

>60/90%

42-90

Source: Annex A of the Hong Kong Declaration

At the Hong Kong Ministerial, Members have made strong efforts to promote convergence on the
size of actual cuts to be undertaken within those bands. But, even though genuine efforts have been
made to move from formal positions (which of course remain), major gaps are yet to be bridged.
Somewhat greater convergence has been achieved as regards the thresholds for the bands.
If the cuts proposed by G20 are applied then the reduction in tariff rates will be less steep as compared
to the reduction done by using the figures indicated in Annex A of the Hong Kong Declaration
(Table 13). From the viewpoint of the developing countries that have a defensive interest in agricultural
trade, the figures proposed by G-20 are more suitable.
5.3 Hong Kong Ministerial: Gains for India
The 6th WTO Ministerial at Hong Kong had right from the beginning only a limited objective. It was
already very clear from the progress of negotiations at Geneva that the gap between the different
positions of various countries in almost all areas of negotiations was too wide to be bridged in a five
day Ministerial where 149 countries were negotiating.
The primary objective of the Hong Kong Ministerial was therefore to try and finalise a development
package for LDCs. There was also a requirement to show some progress on the Cotton Initiative,
which is of great concern to a large number of African cotton producing countries. In Agriculture
and in non-agricultural market access (NAMA) negotiations the objective was primarily (as popularly
mentioned) to top up the convergences available from the report of the Chairman to the maximum
extent possible. The only other issue on which a fair amount of discussion took place was Services.
All other issues were postponed for future negotiations after Hong Kong.
In so far as agriculture is concerned, the main gains for India from the Hong Kong ministerial are the
following:
• India would not be required to make any cuts in de minimis support as well as any overall cut in
trade distorting domestic support. As per the existing criteria, India is entitled to provide 10
percent of the annual value of agricultural production as product specific de minimis support and
a further 10 percent as non-product specific de minimis support. This would mean that both the
Central and the State governments would be free not only to continue with the existing subsidy
programs but could also increase the same.
• It was also agreed that there would be parallel elimination by developed countries of export
subsidies and disciplines on export measures, which would be completed by the end of 2013 with
a substantial part to be realised by the end of first half of the implementation period i.e., 2010.
Although the exact value of the export subsidy/export credits is only of the order of around
US$10bn, the fact that 50 percent of the same would be eliminated by 2010 would mean that we
could expect a slight rise of 3-5 percent in the world market prices of specific crops like sugar,
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cotton and certain dairy products which receive these export subsidies. Here again, the key question
would be whether the developed countries would actually reduce the amounts provided to the
farmers or indulge in box shifting to provide the same amount of support. However since export
subsidies are the most trade distorting, their phased elimination, as and when it actually happens,
would have an impact on the world market prices of some agricultural commodities.
It was also agreed that developing countries (like India) would continue to benefit from the
provisions of Article 9.4 of the agreement on agriculture for 5 years after the end date for
elimination of all forms of export subsidies. This means that India would be permitted to provide
transport and marketing subsidies for export of agricultural products till the end of 2018.
As regards our defensive interests, the major achievement at Hong Kong was the agreement that
developing countries will have the flexibility to self-designate an appropriate number of tariff
lines as Special Products guided by indicators based on the criteria of food security, livelihood
security and rural development. It must however be realised that treatment of such Special Products
are still subject to negotiations even though it was agreed in the July Framework that more
flexible treatment would be accorded to Special Products.
Developing country members would also have a right to recourse to a Special Safeguard
Mechanism (SSM) based on import quantity and price triggers. The inclusion of price triggers
was a significant achievement, as there was a wide-spread objection to this trigger being a part of
SSM. However, the precise arrangements are to be further negotiated. India would be requesting
inputs from it’s State Governments in our further negotiations on this.

Under the market access pillar, the only agreement was that there would be 4 bands for structuring
tariff cuts. The Threshold for these 4 bands for both developed and developing countries as well as
the cuts in each band are to be negotiated in the coming months. As per the G-20 proposal, the 4
bands proposed for developing countries are 0-30, 30-80, 80-30 and 130 percent and beyond. The
cuts in the highest band would be 40 percent with lower cuts of 35, 30, 20 percent in the other bands.
However the overall cut shall not exceed 36 percent on average. In so far as the developed countries
are concerned the G-20 proposal is that these countries take an average cut of at least 54 percent
with cuts in the highest band of 75 percent. Disciplines in the Blue Box and any Product Specific
Caps, and tightening of criteria for Green Box subsidies are to be negotiated in the coming months.
The correction in the distortion in agriculture trade would be based on the effectiveness of these
disciplines and their monitoring.
Onthe issue domestic support to agriculture - over 85 percent of them are provided by the developed
countries. The United States has agreed to an overall cut of 53 percent while the EU has agreed to an
overall cut of 70 percent. The cuts by the US primarily reduce the water available and is not a real
cut. Negotiations are continuing to have more effective cuts.

5.4 India’s Approach After Hong Kong
India has a highly diversified agricultural economy, which is inextricably linked with the livelihoods
of about 60-70 percent of India’s population. So durng negotiations, India, needs to place the interests
of agriculture above the interests of the services and industrial goods sectors. While all three pillars
of the agriculture negotiations Market Access, Domestic Support and Export Competition are closely
linked, it is the Market Access issue that is most critical to India. Some agricultural products are
vulnerable even with the existing levels of protection. Even though there is water between the bound
and the applied tariff rates in several commodities, this was required for developmental space and
hence negotiations should only be made on bound rates.
Special Products (SPs) and SSMs were identified as important instruments to protect food security,
livelihood concerns and rural development needs. Special products could be identified with the aid
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of several objective parameters that relate to livelihood security. Given that global trade in agriculture
is highly volatile, and that subsidised products could result in import surges and/or depressing domestic
prices, 35 crops on which 5mn people are dependent should be safeguarded. The SSMs could be a
generic defensive mechanism to safeguard India’s interests however it is important to ensure that
SSMs could be used for all agricultural products. Given the large heterogeneity of agricultural produce
on which large to significant sections of population are dependant, the best course to take for
safeguarding interests would be to ensure that the tariff reduction formula did not result in tariffs
which were below applied levels.
In Market Access, a smaller number of tiers for tariff reductions by developing countries and a large
number of tiers for developed countries would be more beneficial to India. The harmonisation of
tariffs was not desirable on grounds of equity; tariffs are by and large the only effective developmental
trade policy instruments that developing countries have for protecting the interests of populations
dependent on agriculture as a source of food and employment. Movement of India on the Market
Access pillar needs to be contingent on the real and effective movement of developed countries on
the Domestic Support and Export Competition pillars.
India’s agricultural exports may be modest in absolute terms, but have been growing well over the
last few years. Tariff peaks by developed countries in several agricultural products of export interest
to India, need to be addressed. Building domestic preparedness on SPS and Technical Barriers to
Trade (TBT) measures is of the essence, as the imposition of these measures by developed countries
is expected to rise significantly.
Substantial and effective reductions in domestic support of developed countries is considered essential
and a pre-requisite to any market access commitments by developing countries. Cascading effects of
depressed prices, owing in part to subsidisation by developed countries, results in lower prices and
returns to farmers in India. Also the current practice in developed countries of box shifting and
shifting product specific subsidies should be limited. It must also be ensured that the Green Box
remains least trade distorting. The need to discipline absolute levels of subsidy as well as the subsidy
levels relative to domestic production is understood to be equally important. The 20 percent reduction
in AMS, de minimis and Blue Box would not translate into any meaningful reduction in domestic
support as the commitment level for AMS and de minimis are much higher than the support actually
provided. An important outcome in domestic support reduction should be harmonisation, product
specific support caps, tightening of Blue Box and Green Box criteria and improved monitoring
mechanisms.
All forms of export subsidies would need to end by a credible end date (2013 as per the Hong Kong
Ministerial Declaration). Developing countries should be given an additional grace period for
providing certain types of export subsidies. In the case of specific products, such as cotton and
sugar, both domestic and export markets were affected by export subsidies of developed countries
and hence emphasis needed to be place on the elimination of support for these products on a priority
basis. A product-wise approach in elimination of export subsidies by developed countries would
help developing countries.
6. Policy Preparedness to Face WTO Challenges
At present, India is not a major exporter of farm products. The share of agriculture in its total
exports has continuously declined over the last two decades. In 1980, the sector had approximately
30 percent share in total country exports, which came down to 18 percent in early 1990s and declined
further to 14 percent currently. India, however, is considered to be one of the major potential farm
exporters as the WTO AoA was expected to bring about significant increases in trade in agriculture
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and to specially benefit the developing countries. The withdrawal of subsidies by the developed
countries is expected to raise prices of agricultural commodities and make developing countries’
exports competitive.
On the other hand, the opening of all barriers to agricultural trade is likely to pose some critical
challenges. The first daunting challenge for a country like India will be to find institutional mechanisms
for protecting their millions of small and marginal farmers who constitute an overwhelming majority
of cultivators. Another likely challenge emanates from the fear that excessive imports could adversely
affect local production, thereby, seriously jeopardising the livelihood of the very large workforce
engaged in agriculture.
Keeping in view of the above mentioned threats, the future negotiations on AoA in the WTO must
endeavour to make S&DT for developing countries, both in countries’ new commitments and in any
relevant new or revised rules and disciplines mandatory. The new S&DT should be effective in
practice and should enable developing countries meet their needs, in particular relating to food
security and rural development.
Domestic policy changes must follow the developments, which are taking place at WTO. Since the
philosophy behind trade liberalisation is the maximisation of global welfare through efficiency gains,
mapping out comparative advantages across countries for different commodities in a dynamic setting
is necessary as a basis for meaningful negotiations in the WTO. The developed countries are very
well equipped with technical and legal expertise, even though these capabilities are used for advancing
their case towards perpetuation of domestic support to agriculture and restriction of market access,
attitudes that are quite untenable. On the other hand, the capabilities of developing countries, including
India, are poor in this respect despite their approach and line of action on matters relating to agricultural
trade being justifiable on theoretical as well as practical grounds. Therefore, there is a need to give
a high priority to the development of these skills in the country (Rao 2001).
On the domestic front, a major effort is required for raising the farm sector productivity by stepping
up public investment, by accelerating the evolution and adoption of cost-reducing technologies, and
by removing restrictions on agricultural trade, marketing and processing within the country. All this
requires to be achieved through major reforms in governance and institutions, particularly at the
state level. The investible resources with the government have to be raised (Rao 2001).
In order to protect the interests of small holders, there is a need to undertake some important
institutional reforms like the consolidation of land holdings, and giving tenancy rights to existing
occupancy tenants. Further, cooperative farming and innovative institutions like integrated cooperatives such as the Mother Dairy (a milk cooperative), contract farming, etc. should be encouraged
to involve the small farmers in the process of production and diversification.
In September 2000, the Government of India appointed a Task Force on Agriculture (TFA) to assess
the impact of WTO commitments on Indian agriculture and to suggest steps to safeguard the interests
of the sector, while exploiting the opportunities presented by this treaty. The TFA in its final report
submitted in August 2001 came out with some very interesting findings. It highlighted the practical
difficulties (Box 1) in the form of structural defects and deficiencies of the Indian economy, which
are hampering the prospects of farm exports. The TFA also identified few virgin areas where India
can reap advantages in international market (Box 2).
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Box 1: Practical Difficulties
The prospects of agricultural exports are rendered bleak because of certain structural defects and
deficiencies of the Indian economyand of the agricultural environment:
• A serious practical difficulty arises out of the infrastructural weakness. The farm-gate prices
in India mark a substantial comparative advantage. But, by the time the produce is packaged
and transported to port of embarkation most of the advantage gets eroded.
• The land reforms legislation including tenancy laws and ceiling Acts do not permit cultivation
specifically targeted for exports. There is little varietal uniformity and lesser standardisation
of technology packages. If an enterprising person with modern know-how wishes to enter the
field he is discouraged by the fact that even a marginal consolidation of fragmented pieces of
land is not permitted for more than three years under the land legislation.
• Indian agriculture is all a small-scale affair, quite innocent of large-scale modern organisational
structure. Large-scale corporations handle 85 to 90 percent of the international trade. India is
probably the solitary exception where exports are handled by mini-enterprises.
• Dependence on erratic monsoons is a perpetual threat that jeopardises regularity of supply and
standardisation of quality; thus is a very serious handicap in export business.
• Most agricultural inputs are more expensive in India than elsewhere. Fertilisers, agricultural
machinery, pesticides, petro-products cost much more in India than abroad. The comparative
advantage of Indian produce at the farm-gate is largely due to the cheap rural labour.
• The uncertainty in government policies regarding exports and imports, absence of futures,
poor banking infrastructure and the sheer crudeness of the agricultural marketing mechanism
result in wide fluctuations in prices. Attempts at contracts farming have run into trouble as
farmers who are anxious to supply their produce for processing and export in years of lean
prices turn reluctant when the prices are high and soaring.
Source: Report of the Task Force on Agriculture, Ministry of Agriculture, Government of India, August 2001.

Box 2: Prospects for Expanding Exports
There are a few virgin fields, which show great promise for exports from India:
 About 40 percent of agricultural land in India has not been touched by any chemicals - pesticides
or fertilisers. There is a growing demand, particularly in the European countries, for certified
bio-food. India could almost lionise this market.
 A number of Indian herbal and medicinal plants are attracting the inquisitive attention of
pharmaceutical giants abroad. Some of these latter have established bases in India with a view
to collecting specific plants growing in forests, mountainsides and wilderness. Collecting these
plants or undertaking their cultivation offers considerable promise.
 Rural labour, particularly the female labourers have demonstrated a very high degree of
dexterity in cross-pollination operations. This should permit India to make a big in-road into
the seed-multiplication market.
Source: Report of the Task Force on Agriculture, Ministry of Agriculture, Government of India, August 2001.
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Endnotes
1 A framework that provides short- and long-run projections of the international rice economy and analysis
of market and trade polices
2 A coefficient of less than one indicates that production is internationally competitive.
3

Ad valorem equivalents
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1. Introduction
Agribusiness plays an important role in Brazil’s economy and society. It accounts for over 30
percent of the gross domestic product (GDP), 29 percent of total exports, and 27 percent of the
economically active population (EAP). The country’s agricultural sector is among the most
competitive and liberal in the world. In 2004, Brazil’s agricultural trade surplus was unsurpassed by
that of any other nation. The country is the single most important exporter in the world for a long list
of commodities. Brazil has been at the forefront of tropical agricultural technology and development
and possesses the largest share of unused arable land in the world. Brazil has a lot to gain from the
liberalisation of international trade in agriculture and has been thoroughly involved in the Doha
Round of multilateral negotiations at the World Trade Organisation (WTO). As co-leaders of the G20, Brazil, India and South Africa share a common interest in the dismantling of trade protectionist
measures in the developed world.
This paper analyses Brazil’s agricultural sector and the positions held in this country regarding the
negotiations on agriculture in the Doha Round. It is structured in four sections in addition to this
introduction. Section 2 provides an overview of Brazil’s agricultural sector, with an emphasis on
production and trade statistics. Section 3. identifies Brazil’s official positions on the key issues –
market access, domestic support and export competition, currently under discussion at the WTO. It
also analyses Brazil’s perceptions vis-à-vis the positions endorsed by India and South Africa. Section
4. investigates the views of other Brazilian stakeholders, including farmers’ organisations, agricultural
business houses, entities representing rural workers, and civil society organisations (CSOs). Finally,
Section 5 presents policy recommendations for trade negotiators.
2. Overview of Brazil’s Agricultural Sector
The impressive performance of Brazil’s agricultural sector in recent years is the result of a series of
profound transformations that occurred in the last three decades. Reduced state intervention, market
deregulation, trade liberalisation, investment in research and technology, and macroeconomic
stabilisation – all contributed to productivity growth and efficiency gains. From a producer of
traditional tropical products (coffee, sugarcane, cocoa), Brazil transformed itself into a first-class
supplier of oilseeds, cereals, meats, fibres, bio-fuels, and processed food to the world.
2.1 Socio-Economic Importance of Agriculture
Modern Brazilian agriculture goes well beyond farming and ranching. The term ‘agribusiness’ best
describes the true impact of agriculture on the economy. In 2004, the value added by agribusiness in
Brazil amounted to Brazil Real (BRL) 534bn (US$245.5bn ), or 30.1 percent of GDP. This figure
includes four distinct stages in the agribusiness chain: (i) inputs; (ii) agriculture per se; (iii) agroindustry; and (iv) distribution of agricultural and agro-industrial products. The first stage in the
agribusiness chain comprises all ‘inputs’ used in the production of agricultural goods, and includes
industries such as fertilisers, agrochemicals, farm machinery and equipment, farm buildings, and
credit and finance etc. The second stage i.e. agriculture per se includes farming and ranching activities
up to the farm gate level. The third stage involves ‘agro-industry,’ i.e. the industries that process
agricultural products beyond the farm gate level: (i) coffee; (ii) products of vegetable origin (including
tobacco); (iii) meats; (iv) dairy products; (v) sugar; (vi) vegetable oils and fat; (vii) other food and
beverage; (viii) wood and furniture; (ix) rubber; (x) textiles; (xi) apparel and shoes; and (xii) leather
and skins. The fourth and final stage involves the ‘distribution’ of agricultural and agro-industrial
products, and includes services such as transportation, wholesaling and retailing among others.
Table 1 summarises the evolution of the value added by each one of these sub-sectors in Brazil
between 1995 and 2004, and the share of agribusiness activities in total Gross Domestic Product
(GDP) during the same period. Measured in terms of constant 2004 BRL, the agribusiness GDP
remained relatively stable between 1995 and 2000. After moderate growth in 2001 (1.7 percent),
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Brazil’s agribusiness grew at an average annual rate of 6 percent between 2001 and 2004. While the
overvalued currency penalised productive sectors in the second half of the 1990s, the depreciation
of the local currency and favourable external prices gave a significant boost to economic activities
linked to agribusiness after 2000. As it was the case with agribusiness as a whole, the GDP of
agriculture per se (farming and ranching) also remained relatively stable between 1995 and 2000,
and grew considerably in 2000-2004 (at an average annual rate of 8 percent).

TABLE 1
Brazilian Agribusiness GDP: 1995-2004
(In Constant 2004 R$)

Sources: Center for Advanced Studies in Applied Economics-University of São Paulo (CEPEA-USP) and Brazilian
Agriculture Confederation (CNA)

Table 2 measures the value added by Brazilian agribusiness between 1995 and 2004 in terms of
US$. While the data in constant BRL showed an overall growth of 21 percent in total agribusiness
GDP over the ten-year period, the data in dollars show a decline of 15 percent in the same period.
The hefty devaluation of the Brazilian currency in 1999 and subsequent depreciation (especially in
2001-2002) significantly reduced Brazil’s total GDP in foreign currency terms. Nonetheless, the
participation of agribusiness in total GDP remained ultimately unchanged.
Agriculture is an important source of employment in Brazil. Table 3 indicates the evolution of
Brazil’s total population employed in agriculture in the 1990-2003 period. Approximately 18 million
Brazilians (or 27 of the country’s employed population) had agriculture or agro-industry as their
main professional activity in 2003. Of this total figure, 12.7 million people worked directly with
farming or ranching, and 5.1 million worked in agro-industrial activities. In 1995, 20.4 million
Brazilians (or 33 percent of the country’s employed population) worked with agriculture or agroindustry. The reduction in the importance of agriculture as a source of employment in Brazil can be
explained by three parallel phenomena: (i) development and diversification of secondary and tertiary
sectors, (ii) urbanisation, and (iii) increased use of technology in agricultural activities.
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TABLE 2
Brazilian Agribusiness GDP: 1995-2004
(In US$)

Source: Center for Advanced Studies in Applied Economics-University of São Paulo (CEPEA-USP), Brazilian
Agriculture Confederation (CNA) and Central Bank of Brazil (BACEN)

TABLE 3
Agricultural Employment in Brazil: 1995-2003

EAP: economically active population.
Sources: Central Bank of Brazil and Brazilian Institute of Geography and Statistics (IBGE)

2.2 Production Patterns
Total planted area in Brazil has gone through seven consecutive years of expansion. Growth has
been especially remarkable since 2000. The latest figures indicate that Brazil devoted 60.4 million
hectares to farming in 2004, 8.7 million more hectares than in 2000. This is more than the entire
arable land of Italy or Vietnam. Most of the growth is explained by the expansion of soybeans and
cotton in the Cerrados region. Table 4 summarises the evolution of planted area in Brazil in the
1995-2004 period.
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Cereals and oilseeds constituted the two most important types of crops in terms of planted area in
2002. Together they accounted for almost three-fourths of the total area devoted to farming. Sugarcane,
fruits and vegetables, and coffee were the third, fourth, and fifth most important agri-produce from
the point of view of planted area.
TABLE 4
Planted Area in Brazil: 1995-2004
(million hectares)

Sources: Brazilian Institute of Geography and
Statistics (IBGE)
(p) Preliminary data

Production volumes for most Brazilian agricultural commodities increased significantly between
1990 and 2004. Cereal production grew at an average annual rate of 4.5 percent in this period. Three
of the four key components of Brazil’s cereal basket (maize, rice, and wheat) grew at average annual
rates greater than four percent. Maize – the single most important cereal in Brazil in terms of
production volume – experienced a significant surge, especially after 2000. Maize production grew
at an average annual rate of 4.6 percent in 1990-2004, thanks among other reasons, to increased
demand from the livestock sector and to double-cropping with soybeans in the Cerrados region. In
2001, Brazil became a net exporter of maize. Oscillation in production levels in recent years can be
explained by fluctuations in stock levels and in the price of maize relative to soybeans. Brazil’s total
maize output was 35.9 million tonnes in 2002, 48.3 million tonnes in 2003, and 41.8 million tonnes
in 2004.
Rice output increased at an average annual rate of four percent in 1990-2004. Growth was especially
remarkable in 2004, when production reached 13.3 million tonnes – almost two times the production
level in 1990 (7.4 million tonnes) and 30 percent greater than in 2003 (10.3 million tonnes). Wheat
production grew at an average annual rate of four percent in 1990-2004. However, if one considers
only the 1990-2000 period, production actually contracted at an annual average rate of –3.2 percent.
This trend was reversed after 2000. Brazilian wheat production reached 6 million tonnes in 2003
and 5.8 million tonnes in 2004. These figures are pretty impressive if one considers that Brazil
produced only 1.7 million tonnes of wheat in 2000. In the case of beans, growth was more modest,
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at an average annual growth rate of 1.9 percent in 1990-2004. Total output reached 3.0 million
tonnes in both 2002 and 2004, with a peak of 3.3 million tonnes in 2003.
Soybeans registered the best performance among key agricultural products of vegetable origin.
Between 1990 and 2004, production expanded at an average annual rate of 6.3 percent. After reaching
peak production in 2003 (51.9 million tonnes), output fell to 49.5 million tonnes in 2004. Growth
was also substantial in the cases of cotton (5.0 percent average annual growth), tobacco (4.7 percent)
and sugarcane (3.2 percent).
Cocoa has had the worst performance among Brazil’s main agricultural products in 1990-2004.
Production declined at an annual average rate of –4.5 percent during this period. Output reached a
15-year low of 170,004 tonnes in 2003 or only half of the production level in 1990 (356,246 tonnes).
Preliminary data suggest that a slight recovery (178,191 tonnes) was experienced in 2004. Other
products that have experienced negative average annual growth rates in 1990-2004 were coffee
(-1.3 percent), oranges (-0.2 percent) and manioc (-0.1 percent).
Brazil has recently gone through a revolution in the livestock sector. Bovine, swine, and especially
chicken meat production grew at impressive rates in the 1994-2003 period. In 2002, chicken meat
production grew at an average annual rate of 9.5 percent and surpassed bovine meat production.
Bovine meat and swine meat production levels grew at average annual rates of four percent and nine
percent respectively, in the same period. In 2003, Brazil was the world’s second largest producer of
bovine meat (7.5 million tonnes or 13 percent of world production), third largest producer of chicken
meat (7.8 million tonnes or 12 percent of world production), and fourth largest producer of swine
meat (3.1 million tonnes or three percent of world production).
2.3 Trade Patterns
Brazilian agricultural exports increased from US$8.9bn in 1990 to US$21.1bn in 2003. The growth
in the value of exports was especially strong after 2000 and was mostly driven by an expansion in
export volumes. All major agricultural export items – with the exception of orange juice and fresh
oranges – experienced a substantial escalation in exported volumes in the 2000-2003 period. Brazil
exported nearly twice as much soybeans and sugar in 2003 as it did in 2001. The country also
exported three times as much frozen boneless beef, frozen swine meat, and ethyl alcohol. Export
volume growth was even more impressive in the cases of corn and cotton.
Brazil’s agricultural export boom has been pushed by increased sales to its most traditional export
market (Western Europe) but, more importantly, by boosted exports to non-traditional markets in
the developing world. Although Western Europe continues to be the most important destination for
Brazil’s agricultural exports, the region’s share of total Brazilian agricultural exports declined from
52.4 percent in 1990 to 40.3 percent in 2003. Sales to Western Europe grew at an average annual
rate of 4.2 percent in 1990-2003 (11.3 percent in 2000-2003) and reached US$8.5bn in 2003.
Asia-Pacific, the Middle East, Northern Africa, Eastern Europe and the former USSR are currently
the most dynamic export markets for Brazilian agricultural products. They were respectively the
second, third, and fourth most important destinations for Brazilian exports in 2003. Together the
three regions accounted for 22.1 percent of Brazil’s total agricultural exports in 1990 and 41.7
percent in 2003. Exports to these regions grew at an average annual rate of 11.8 percent in 19902003 (27.8 percent in 2000-2003) and reached US$8.9bn in 2003.
Brazilian agricultural exports to US and Canada declined at an average annual rate of - 0.9 percent
in 1990-2003. However, if one considers only 2000-2003, Brazilian exports to these two countries
grew approximately 10.9 percent per year – a rate similar to the one experienced by exports destined
to Western Europe in the same period.
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Conversely, exports to Latin America and the Caribbean grew on an average of 9.1 percent per year
in 1990-2003, but fell at an average annual rate of – 1.4 percent in 2000-2003. The poor performance
of exports to Latin America and the Caribbean was due mainly to the Argentinean crisis and its
spillover effects on Paraguay and Uruguay. Unlike exports to Mercosur countries, sales to Mexico,
Central America, the Caribbean, and most Andean countries have grown significantly. The Western
Hemisphere (US, Canada, Latin America, and the Caribbean) accounted for 23.9 percent of total
Brazilian agricultural exports in 1990 and 14.0 percent in 2003. Exports to the Americas grew at an
average annual rate of 2.4 percent in 1990-2003 (5.4 percent in 2000-2003) and reached US$3bn in
2003.
Brazilian agricultural exports to sub-Saharan Africa (SSA) grew on an average of 11.9 percent per
year during the 1990-2003 period. Between 2000 and 2003, the average annual growth rate was 37.5
percent – the second fastest growth rate for exports to any region of the world (only behind exports
to Eastern Europe and the former USSR, which grew at an average annual rate of 38.8 percent in the
same period). Nonetheless, SSA accounted for only 3.5 percent of Brazil’s total agricultural exports
in 2003 (US$745mn).
Brazilian agricultural exports are concentrated within a small number of agro-industrial chains.
Table 5 lists Brazil’s 12 most important agro-industrial chains measured in terms of export value. In
2003, these 12 chains accounted for 93.9 percent of Brazil’s total agricultural exports. The top 6
chains (soy, sugar/alcohol, coffee, poultry meat, bovine meat, and fruit juice) represented
approximately 80 percent of total exports in 2003. The soy chain alone accounted for nearly 40
percent. The relative importance of soy, meats (poultry, bovine, and swine), and corn increased
considerably in 1990-2003. In contrast, the coffee, cocoa, and tobacco chains experienced a significant
decline in their shares of Brazil’s total agricultural exports.
Brazilian agricultural imports started to recover in 2003, after 2 consecutive years of decline. Foreign
purchases reached US$3.5bn, or 88 percent of the 2000 level. Latin America was the most important
exporter of agricultural products to Brazil. The region accounted for nearly 66 percent of all Brazilian
agricultural imports in 2003. Western Europe (14.6 percent) and the US and Canada (11.2 percent)
were respectively the second and third most important exporters of agricultural products to Brazil.
The rest of the world accounted for only 8.2 percent of Brazil’s agricultural imports. Brazil has
agricultural trade surpluses with every single region of the world, except for Latin America and the
Caribbean. Between 2000 and 2003, Brazil imported on average US$2.3bn a year worth of agricultural
products from Latin America and the Caribbean. Given that average annual exports for the same
region and period were at US$1.2bn, Brazil registered an average annual agricultural trade deficit of
US$1.1bn.
Argentina alone accounts for 41.4 percent of Brazilian agricultural imports. Paraguay and Uruguay
accounts for 12.9 percent and 8.5 percent respectively. Therefore, 62.8 percent of Brazil’s agricultural
imports come from Mercosur countries. The top five countries exporting agricultural products to
Brazil represents 85.5 percent of agricultural imports into Brazil. Argentina is first, followed by the
EU, Paraguay, Uruguay, and the US. The top 20 countries exporting agricultural products to Brazil
accounts for 96.9 percent of Brazil’s agricultural imports. From the point of view of country of
origin, Brazilian agricultural imports are thus considerably more concentrated than agricultural
exports..
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TABLE 5
Brazilian Agricultural Exports by Agro-Industrial Chain

Source: Brazilian Ministry of Development, Industry, and Foreign Trade (MDIC)

Table 6 below indicates the ten main agricultural tariff lines imported by Brazil. The top five tariff
lines represented 47.3 percent of all agricultural imports: wheat (1001.90.90), soybeans (1201.00.90),
malt (1107.10.10), cotton (5201.00.90), and not parboiled milled rice (1006.30.2X). Wheat alone
accounted for 28.8 percent of all Brazilian agricultural imports. Approximately 86 percent of Brazilian
wheat imports in the 2000-2003 period came from Argentina. The entirety of Brazilian soybean
imports in the same period came from Paraguay. Malt imports came either from Mercosur countries
(66 percent) or the EU (34 percent). Roughly 94 percent of whole milk powder imports came from
Mercosur. Cotton imports had more diversified origins: 39 percent came from the US, 31 percent
from Paraguay, 13 percent from Africa, and 11 percent from the EU.
TABLE 6
Brazilian Agricultural Imports by Tariff Line

Source: Brazilian Ministry of Development, Industry and Foreign Trade (MDIC)
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3. Brazil’s Positions on Key Negotiating Issues
Brazil’s positions on agriculture in the Doha Round are developed within a framework that involves
the Ministry of Foreign Affairs, the Ministry of Agriculture, the Ministry of Agrarian Development,
the Ministry of Industry, Development and Foreign Trade, research institutions, and civil society
groups that represent commercial and family agriculture.
The Ministry of Foreign Affairs is in charge of carrying out the negotiations. The Ministry’s negotiators
have consulted with the private sector through a series of meetings targeted at specific sectors and
designed to discuss their key concerns regarding the multilateral trade negotiations.
In earlier stages of the negotiations (2000-2002), Brazil presented joint proposals on export credits
(cosigned by Mercosul,1 Bolivia, Chile, Costa Rica, Guatemala, India and Malaysia), state trading
enterprises (cosigned by Mercosul, Chile and Colombia), export restrictions and taxes (Cairns Group),
market access (Cairns Group except Canada), export subsidies (cosigned by Mercosul, Bolivia,
Chile and Costa Rica), domestic support (Cairns Group), and export competition (Cairns Group). It
also sponsored off-the-record papers or ‘non-papers’ on market access (cosponsored by Mercosul,
Bolivia and Chile), Blue Box domestic support (Cairns Group), export subsidies (Cairns Group),
and food aid (Mercosul).
Brazil played a key role in the formation of the G-20 on the eve of the Fifth WTO Ministerial
Conference in Cancún. Since then, it has maintained constant consultations with its G-20 partners,
but has also consulted with members of the Cairns Group and other countries. As one of the Five
Interested Parties (FIPS), Brazil has discussed its views with India, Australia, the EU, and the US.
Brazil’s positions in each one of the three pillars are presented below and are summarised in Annex A.
3.1 Market Access
Brazil is a proponent of ambitious reform in all three pillars of the agricultural trade negotiations,
including market access. It believes the Doha Round should provide increased access to markets in
both developed and developing countries. Given the substantial amount of tariff overhang2 in
developing countries and the ‘water’ in the tariffs3 of developed countries, tariff cuts must be high
in order to create trade opportunities. Nonetheless, Brazil understands the need for special and
differential treatment (S&DT) for developing countries.
Tiered Formula for Tariff Reduction
Brazil defends the application of a tiered formula that reflects the principles of progressivity (higher
tariffs must suffer deeper cuts) and proportionality (developed countries must make a greater effort
than developing countries). It was in agreement with the formula proposed by the G-20 (see Table
7), with five bands for developed countries and four bands for developing countries. Nonetheless,
the Hong Kong Ministerial Declaration has adopted four bands for structuring tariff cuts.
Brazil believes that it is the size of the cut in each band that will ultimately determine the desirability
of the formula. Therefore, the number of bands is not an isolated variable. Each band should be
subject to a linear cut. It opposes the application of a Uruguay Round type of cut, with average and
minimum cuts in each band. It further holds that enough flexibility has already been provided through
the creation of the sensitive product category.
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TABLE 6
Brazilian Agricultural Imports by Tariff Line

Number of Bands

Thresholds & Cuts

Tariff Cap

DEVELOPED COUNTRIES
5
Linear
Thresholds
Cuts
(in AVEs)
v%
=20%
w%
>20% and =40%
x%
>40% and =60%
y%
>60% and =80%
z%
>80%

DEVELOPING COUNTRIES
4
Thresholds
Linear Cuts
(in AVEs)
=30%
< v%
>30% and =80%
< w%
>80% and =130%
< x%
>130%
< y%

where v < w < x < y < z
cap: 100%

cap: 150%

Source: G-20 Proposal Elements for Discussion on Market Access

In the specific case of the highest band for developing countries, Brazil feels that such band could
begin at a threshold lower than the one suggested in the G-20 proposal.
Sensitive Products
The debate on sensitive products is extremely significant for Brazil because products that are very
important export items for Brazilian agriculture (sugar, poultry, beef, pork, ethanol, etc.) will most
likely be selected as sensitive by many WTO Members. Brazil believes the use of this product
category should be limited, as much as possible. For these products, increased market access must
be provided through a combination of tariff reduction and tariff-rate quota (TRQ) expansion or
creation. Brazil gives priority to tariff reduction. If it is not possible to implement tariff cuts that
would lead to trade creation, then compensation must be given through TRQ. Any and all sensitivity
must be compensated in the same product. The greater the deviation from the tariff reduction formula,
the greater the compensation through TRQ enlargement should be. For such purposes, appropriate
domestic consumption figures must be used. Brazil holds that the number of products selected as
sensitive should correspond to a very small percentage (no more than one percent) of the number of
dutiable tariff lines, and should correspond to an equally small percentage of total trade value.
Tariff Capping
Brazil is in favour of ambitious tariff caps for both developed and developing countries. It feels
comfortable with tariff caps at lower levels than the ones proposed by the G-20.
Tariff Escalation
Brazil favours the establishment of a complimentary reduction formula to reduce tariff escalation in
developed countries. The exact shape of the formula has not yet been determined. Brazil is especially
concerned with tariff escalation in the soybean complex and in coffee.
Tariff Simplification
Specific tariffs are detrimental to competitive exporters such as Brazil. The country concurs with
the G-20 in that all non ad valorem tariffs should be bound in their ad valorem equivalents.
Tariff Rate Quotas
In addition to TRQ expansion as a compensation for deviation from the tariff reduction formula,
Brazil defends improved TRQ administration and the reduction/elimination of in-quota tariffs. Brazil
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considers TRQs as a sub-optimal option for increased market access. Expansions in quota volumes
tend to be significantly small when compared to Brazil’s production and export capabilities.
Special Safeguards (Article 5 of the URAA)
This should be eliminated at the beginning of the implementation period.
Special and Differential Treatment (S&DT)
Brazil concurs that Special Products (SP) and the Special Safeguard Mechanism (SSM) are part of
the S&DT for developing countries. However, it believes that such instruments should not be used
as an additional type of trade barrier. There is an internal debate in the Brazilian government on how
to approach this issue in more detail. The private sector believes that the use of SP and SSM should
be limited to specific situations. The SSM should not be an automatic instrument, and should not be
available for all products. The same product should not benefit from both SP and SSM coverage.
Preference Erosion
Brazil concurs with the G-20 proposal, which states that preference erosion should be addressed in
accordance with the provisions of the ‘July Framework’. This should include: (i) expanded market
access for products which are of vital export importance to the preference beneficiaries; (ii) effective
utilisation of existing preferences; and (iii) additional financial assistance and capacity building to
address supply constraints, promote diversification and assist in adjustment and restructuring.
Tropical Products
Fullest liberalisation of tropical products by developed countries, as this is an overdue commitment,
which must be addressed and honoured.
3.2 Domestic Support
Brazil’s positions on domestic support reflect those of the G-20. The country supports two main
lines of action: (i) substantial and effective reduction of subsidies, and (ii) strengthening of disciplines
in order to prevent box-shifting and product-shifting. Brazil is particularly offensive on subsidy
reduction matters after its recent victories in two important cases under the WTO Dispute Settlement
Mechanism. The Doha Round cannot yield results that are inferior to what has already been achieved
through litigation.
Aggregate Measure of Support (AMS) Reduction
As it was the case with the formula for tariff reduction, Brazil favours the principles of progressivity
and proportionality in the tiered approach for reducing AMS. Countries with higher AMS
commitments should apply deeper cuts. Developing countries should cut less than 2/3 of the cut to
be undertaken by developed countries in the same band. The absolute value of AMS commitments
should serve as the basis for classifying countries in different bands (and not the size of the
commitments relative to agricultural production value). However, developed countries with total
bound AMS levels that correspond to high a percentage of the value of total agricultural production
should be subject to extra cuts (except if already in the highest band). Some frontloading to address the
‘water’ issue (difference between bound and applied levels) is required. Product-specific AMS should
be capped at their respective average levels during the Uruguay Round implementation period.
De Minimis Reduction
Reductions shall be made to both product specific and non-product specific de minimis. Developing
countries with no AMS entitlements shall be exempt from reductions. The level of reduction of de
minimis for developing countries with AMS entitlements will be determined in relation to overall
reductions of trade-distorting domestic support, bearing in mind that developing countries that allocate
almost all de minimis support for subsistence and resource-poor farmers will be exempt. Brazil is
ready to make cuts on product-specific de minimis.
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Blue Box
Brazil does not favour the creation of a New Blue Box as suggested by US. Brasília is not convinced
of the less trade-distorting nature of this proposed new box, and believes that it might lead to boxshifting. Appropriate additional disciplines must be put forward in order to ensure that the New
Blue Box will not function as a loophole to accommodate Washington’s counter-cyclical payments.
Brazil supports the criteria proposed by the G-20, including: (i) limits to price-gap differentials; (ii)
product-specific caps; (iii) non-accumulation or off-setting with respect to other forms of tradedistorting support; (iv) determination of effects of production limiting programme, and (v) notification
–at the product-specific level– of all parameters referred to any existing or additional criteria (such
as base period, production levels, area planted, number of heads, and other parameters). Blue Box
payments would only be allowed if all notification obligations were complied timely and accurately.
Overall Reduction
A tiered approach should be used to classify countries in different bands according to the absolute
value of the overall trade-distorting domestic support entitlements. Countries with higher entitlements
should apply deeper cuts. In fact, cuts must be high enough in order to bring about effective reduction
in the amount of subsidies currently provided by developed countries. Developing countries with
AMS entitlements should be put in a separate band in which the cut would correspond to less than
2/3 of the cut to be undertaken by developed countries in the lowest band. The overall cut should not
lead developing countries to apply cuts to de minimis that would be additional to the separate de
minimis cut discussed above. Developing countries without AMS entitlements should be exempt
from making an overall reduction to trade-distorting domestic support. To establish accurate base
levels for the overall cuts, adjustments should be made to prevent double counting between AMS
and de minimis. In order to determine the value of agricultural production, only production at farm
gate shall be considered (i.e. the value of production of products which have been processed shall
not be taken into account). The base period shall be the implementation period of the Uruguay
Round commitments. Since there is more ‘water’ in overall support than in AMS, the frontloading
should be more pronounced than in AMS reductions.
Green Box
Brazil believes that developed countries have not lived up to the fundamental requirement that
Green Box measures be non, or minimally, trade-distorting. Therefore, it believes that criteria should
be reviewed and clarified with a view to ensuring that direct payments to producers conform to this
requirement. These criteria include: (i) direct payments shall not be linked to production levels,
including input levels therein; (ii) decoupled income support shall be given only to producers with
low levels of income, landholding and production in a notified, fixed and unchanging base period;
(iii) land, labour or any other factor of production shall not be required to be in ‘agricultural use’
and no production shall be required in order to receive decoupled income support; and (iv) decoupled
income support shall not be made in conjunction with AMS support and support under Article 6.5,
if the sum of such support exceeds a given percentage of the annual value of production of a given
product. Additionally, Green Box disciplines should also be revised in order to more accurately
reflect developing countries policies such as agrarian reform.
Monitoring and Surveillance
Mechanisms must be put in place in order to prevent countries from misclassifying support
programmes.
3.3 Export Competition
Regarding the case for domestic support, Brazil’s positions on export competition reflect those
proposed by the G-20. A credible and expeditious end date for the elimination of export subsidies
was the centerpiece of the negotiations on export competition. Brazil endorsed the adoption of a
short implementation period (no longer than five years), with a front-loading reduction of 60 percent
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by the end of the first year. The 2013 end date agreed in the Hong Kong Ministerial Declaration is
seen only as a symbolic gain.
Brazil also defends the elimination of other forms of export subsidies and the adoption of disciplines
on equivalent measures by the same end date. Brazil is in favour of a standstill measure on all forms
of export subsidies thus avoiding the reintroduction of any forms of policies that have been
discontinued.
3.4 Brazil’s Perceptions on Indian and South African Positions
Brazil, India and South Africa share similar positions on domestic support and export competition.
The three countries want to significantly reduce trade-distorting domestic support in developed
countries and eliminate export subsidies by a credible end date. Therefore, Brazil’s perceptions
regarding its India, Brazil and South Africa (IBSA) partners in these pillars of the negotiations are
very positive. Brazil believes their cooperation within the G-20 has been very constructive.
In terms of market access, Brazil believes that South Africa shares very similar positions to Brazilian
position. However, Brazil is substantially more offensive than India. Brazil understands the special
circumstances of Indian agriculture, but believes that its G-20 partner could and should make some
concessions in terms of market access commitments. For example, tariff reduction coefficients for
developing countries should respect (or at least be very close to) the 2/3 proportionality rule. India
has significant overhang between bound and applied tariffs for many agricultural commodities. The
Indian government would not have to significantly change its current practices. This is especially
the case because developing countries will have the opportunity to exclude their most sensitive
products from the tiered formula either through the sensitive or the special product categories.
Brazil believes that India’s aspirations on these two categories are overstated. If too many products
are considered sensitive or special, then WTO countries will not reach meaningful reform. Brazil
understands India’s opposition to the application of the ‘Swiss Formula’ and agrees that the cut on
the average tariff for developing countries should be smaller than those for developed countries.
However, it believes that India could be less conservative than it currently is in its position on
market access. In principle, India should demonstrate greater commitment to reform in this pillar.
4. Positions of Other Stakeholders
Brazil’s civil society groups reflect the diversity of opinions held within the country. Brazil’s
Confederation of Agriculture and Livestock (CNA), which represents 27 state farmers’ federations
and 2,030 farmers’ unions, defends the liberalisation of international agricultural trade and strongly
supports the government’s offensive positions at the WTO. According to Antonio Donizeti Beraldo,
head of CNA’s Foreign Trade Department, “the ideal tariff cut would be obtained through the
application of a ‘Swiss Formula’ in toto”. Since this type of formula has become unfeasible due to
the political constraints of the negotiations, CNA defends the tiered formula proposed by the G-20
as long as the bands and cuts adopted are ambitious. The cut in the highest band should be of 80
percent for developed countries and 65 percent for developing countries. There should also be a
tariff cap of 60 percent for developed countries and 90 percent for developing countries. CNA is
against the existence of sensitive products, special products, and special safeguards. They became
‘necessary evils’ once they were incorporated in the ‘July Framework’. CNA also believes that
disciplines must be developed in order to prevent the exclusion of certain products from the
liberalisation process, especially Brazil’s key export commodities. In terms of domestic support, it
is important to achieve deep cuts in the Amber Box and establish clear rules in the Blue and Green
Boxes in order to avoid box-shifting. Export subsidies should be eliminated over three years.
The Organisation of Brazilian Cooperatives (OCB), which combines 1,662 agricultural cooperatives
and represents a quarter of Brazil’s stock capacity, is another fierce supporter of trade liberalisation.
In order to harmonise their positions on issues such as international trade, CNA and OCB formed
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Brazil’s High Council on Agriculture and Livestock (Rural Brazil), in 2002, in conjunction with
Brazil’s Rural Society (SRB), the Brazilian Association of Livestock Producers (ABC), the Brazilian
Association of Zebu Cattle Raisers (ABCZ), the Brazilian Association of Cotton Producers
(ABRAPA), the National Coffee Council (CNC), the Brazilian Union of Poultry Producers (UBA),
and the Rural Democratic Union (UDR). These organisations recognise Brazil’s comparative
advantage in agriculture and believe that the country has a lot to gain with increased access to
foreign markets and decreased levels of subsidisation in developed countries.
Other supporters of Brazil’s offensive positions at the WTO include: Brazilian Agribusiness
Association (ABAG), Brazilian Association of Citrus Exporters (ABECITRUS), Brazilian Poultry
Exporters Association (ABEF), Brazilian Association of Processed Beef Exporters (ABIEC), Brazilian
Association of Vegetable Oil Industries (ABIOVE), Brazilian Pork Meat Industry and Exporter
Association (ABIPECS), Brazilian Association of Apple Producers (ABPM), Brazilian Beverages
Association (ABRABE), Brazilian Association of Tobacco Producers (AFUBRA), National
Association for the Dissemination of Fertilisers (ANDA), Brazilian Association of Pesticide Producers
(ANDEF), Brazilian Association of Seeds and Scion (ABRASEM), Brazil’s Council of Coffee
Exporters (CECAFE), Federation of Industries of the State of São Paulo (FIESP), Brazilian Fruit
Institute (IBRAF), São Paulo Sugarcane Agro-industry Union (UNICA) among others.
At the other end of Brazilian civil society, entities that defend family agriculture, rural workers and
agrarian reform are generally critical of the role of the WTO as a global organisation dealing with
the rules of trade between nations. Organisations such as the Landless Workers’ Movement (MST)
and the Department of Rural Socioeconomic Studies (DESER) consider that multilateral trade
negotiations serve the interests of big business more than the needs of small farmers. Similar positions
are held by some members of academia, such as Carlos Alberto Mielitz Netto, professor at the
Federal University of Rio Grande do Sul (UFRGS) and member of Mercosul’s Special Group on
Family Agriculture (REAF Mercosul). Mielitz Netto believes that the Ministry of Agricultural
Development (MDA), which he sees as the representative of family farmers and ranchers, ‘defends
the fragile side of Brazilian agriculture’. Such views are especially strong in the three states that
comprise Brazil’s Southern Region, which include: Rio Grande do Sul, Santa Catarina and Paraná.
This region is characterised by landholdings that are significantly smaller than the average landholding
in the rest of the country, and is primarily settled by European immigrants. It was Brazil’s traditional
agricultural heartland, but has lost considerable ground to more competitive farming zones in other
regions of the country, especially the Cerrados.
Other civil society organisations (CSOs) linked to family agriculture have expressed their concern
with food security. The National Council on Food and Nutritional Security (CONSEA), a body of 17
government officials and 42 civil society representatives, advises the President on this issue. The
civil society representatives include: members from Brazil’s National Confederation of Bishops
(CNBB); the Committee of Entities for the Fight against Hunger and in Favour of Life (COEP);
Brazil’s National Council of Christian Churches (CONIC); the National Confederation of Agricultural
Workers (CONTAG); the Workers’ Single Union (CUT); the Federation of Workers in Family
Agriculture in Southern Brazil (FETRAF-Sul); and World Vision. A number of CONSEA members
believe that Brazil should adopt a defensive stance on market access at the WTO. According to this
group, Brazil should favour non-trade concerns in the negotiations, as well as the application of
S&DT for all developing countries without distinctions. Brazil should make full use of the sensitive
and special product categories and the special safeguard mechanism in the Doha Round, and should
not make any concessions in products that are not key export items. The goal should be to achieve
food self-sufficiency.
These institutions seem not to appropriately distinguish the concepts of food security and food
sovereignty. Food security has to do with access to food, and does not require food self-supply (food

IBSA Streategy for WTO Agriculture Negotiations  79

sovereignty). Access to food can and should be complemented with imports when this is the most
efficient way to allocate resources. Cheaper imports benefit the poor consumers given that access to
food is enhanced by competition between local and foreign suppliers. Food self-sufficiency policies
advance the interests of domestic producers, and are harmful to domestic consumers. It ultimately
works against the goal of promoting food security.
The organisations that believe Brazil should adopt defensive positions at the WTO talks seem not to
be concerned with the enormous losses that Brazilian agriculture could incur if third countries have
access to broad lists of sensitive and special products. These organisations seem not to understand
Brazil’s comparative advantage in agriculture, its leading role as an exporter in international
agricultural markets, and that national welfare can substantially increase with the liberalisation of
international agricultural trade. Brazil is one of the most competitive agricultural producers and
exporters in the world, and therefore, is among the countries that have the most to gain from increased
multilateral market access and reduced levels of subsidisation in developed countries. It already
grants free or preferential access to imports of agricultural products coming from other competitive
countries such as Argentina, Chile and Uruguay, and is among the countries that import the least
agricultural products in per capita terms. Brazil’s agricultural bound tariffs are on average three
times higher than applied tariffs and tariff cuts emerging from the Doha Round will have only
marginal effects on Brazilian current import trends. Freer trade is not a menace to Brazilian agriculture.
This is not to say that family farming is not important for Brazil and that it should not receive
support from the government. On the contrary, the government should actively promote the social
and economic well-being of family farmers. This should be done through the provision of credit,
technical assistance, rural extension, infrastructure, education, and other services. Programmes such
as National Programme for Family Farming (PRONAF) should be strengthened. However, fighting
for redundant border protection mechanisms at the WTO will do little to advance family agriculture
in Brazil. The result could be quite the opposite: the same border protection mechanisms might
substantially reduce the export prospects of Brazilian family agriculture when adopted by third
countries.
The MST is among the CSOs that are the most radically opposed to the WTO and to multilateral
trade negotiations. Founded in 1985, the movement is linked to the Brazilian Network for the
Integration of Peoples (REBRIP) and Via Campesina. Its main objective is to promote agrarian
reform. According to Rogério Mauro, member of the MST national coordination committee,
“agriculture cannot be appropriately discussed at the WTO because it cannot be faced with a
commercial issue. Agriculture is not mere business. The production of food is related to the life of a
society.” The MST defines the WTO as anti-democratic due to the overwhelming power of the
developed countries. Nonetheless, the movement does not present an alternative to the multilateral
organisation. “Countries should discuss in order to determine in which forum to deal with agriculture.
They must find an adequate place, perhaps the Food and Agriculture Organisation (FAO) or another
entity inside the UN”.
The MST defends that international agreements should not obstruct the capacity of national
governments to formulate domestic public policy. It espouses Via Campesina’s thesis that food
sovereignty must be the basis for agriculture. It defends the right of countries to produce food in
order to respond to the needs of their own population, without foreign interference. “Brazil is one of
the world’s great food exporters, yet people in Brazil are hungry. The problem of hunger must be
solved first. After that we can worry about international trade. The WTO meddles with countries’
food sovereignty,” insists Rogério Mauro.
According to the MST, agricultural trade liberalisation is negative for Brazil. “It creates two uneven
models: the weak (family agriculture) loses; and the strong wins. We defend the right of countries to
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protect their agriculture and their producers.” For the MST and Via Campesina, the key underlying
problem is the international division of labour. “If this does not change, dependent countries will not
achieve the level of development of core countries. The price asked by rich countries is too high for
our societies. In order to liberalise a limited portion of their agricultural sectors, the advanced
economies demand gains in intellectual property, services, and government procurement. These
themes are very important for national sovereignty. We cannot exchange our sovereignty for additional
tonnes of soybean or orange juice exports”.
Other CSOs that are linked to family agriculture believe that the duality of Brazilian agriculture
requires a dual approach to the negotiations: Brazil should be offensive in matters linked to commercial
agriculture, but defensive in matters that concern family agriculture. One of these institutions is
DESER, a non-governmental organisation (NGO) that provides support to entities such as the MST,
FETRAF and CONTAG, and is also linked to REAF, REBRIP and the MDA Working Group on
Agriculture. According to José Germano Batista Rodrigues, DESER technical assistant on
international negotiations, “in a scenario in which trade liberalisation will lead to a reduction in
agricultural prices, family agriculture will not be able to compete with large-scale producers, and
will therefore, need protection”.
DESER still does not have a position on tariff reduction formulas, reduction coefficients, tariff
peaks, or TRQs. As far as the selection of special products is concerned, the NGO is working with
the MDA. Even though the degree of sensibility of every single agricultural product has not yet been
determined, products such as rice and beans should be selected. DESER is in favour of the SSM,
even if its adoption by other developing countries may harm the export potential of Brazilian largescale agricultural producers. Batista Rodrigues believes that Brazil must make use of S&DT because
it has a ‘differentiated agriculture’.
In terms of domestic support, DESER favours the preservation of subsidies in Brazil except for
those directed to extensive monocultures. Batista Rodrigues believes that domestic support for family
agriculture should be preserved, be it in Brazil or in the EU. Brazil cannot keep its own subsidies
and require other countries to eliminate theirs. DESER favours the elimination of Amber Box
payments, the reduction of Blue Box payments, and the establishment of improved rules for the
Green and Blue Boxes. As far as export competition is concerned, DESER defends the complete
elimination of export subsidies, non-emergency food aid that displaces commercial transactions,
and export monopolies.
The positions held by different Brazilian CSOs tend to reflect their linkages to either commercial or
family agriculture. While those entities that represent family farming are generally opposed to trade
liberalisation, organisations that represent commercial agriculture strongly support Brazil’s offensive
stances in the Doha Round of negotiations and believe that liberalisation will bring substantial
welfare gains to the country.
5. Policy Recommendations
In order to preserve the ambition level of the Doha Mandate and achieve significant gains from the
liberalisation effort in this round of multilateral trade talks, negotiators must ensure that:
• The tiered formula for tariff reduction must be the priority of the negotiations on market access.
The formula must produce substantial cuts and lead to new market access opportunities. Cuts in
the highest band for developed countries must be in the order of 80 percent. Cuts for developing
countries should correspond to 2/3 of the cuts for developed countries.
• Only a very small number of products should be selected as sensitive. This number should
correspond to less than one percent of dutiable tariff lines or to a very small percentage of total
agricultural trade. Full compensation for the deviation from the tiered formula must be given
through TRQ expansion. The compensation must happen inside the same tariff line.
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The distorting effect of tariff escalation must be reduced through the application of an additional
cut on top of the regular reduction required by the tiered formula. Differential export taxes (DET)
must be reduced in parallel to tariff escalation.
Special safeguards (SSG) must be eliminated and the use of the SSM for developing countries
should be limited to a small number of products and to very specific situations of unforeseen and
striking import surges.
AMS must be cut by 70 percent in the EU and by 60 percent in the US. Product-specific caps
must be established at a level that is significantly below the levels practiced during the
implementation period of the Uruguay Round Agreement on Agriculture.
De minimis must be cut by 85 percent in developed countries and by 15 percent in developing
countries with AMS commitments. Developing countries without AMS commitments must not
be required to cut de minimis.
Strict Blue Box disciplines must be established in order to avoid box-shifting and to guarantee
that payments in this box are less distorting than Amber Box payments. Product-specific caps
must be established in the Blue Box. The same product must not benefit from both Amber and
Blue box payments. Total Blue Box spending must be limited to less than 2.5 percent of the total
value of production for developed countries, and 5 percent of the total value of production for
developing countries.
Strict Green Box disciplines must be established in order to avoid box-shifting and to guarantee
that payments in this box do not cause distortions on production or trade.
Monitoring and surveillance disciplines must be established in order to guarantee that countries
respect their commitments.
Direct export subsidies and the subsidy component of other forms of export competition
instruments (export credit, food aid, and state trading enterprises) must be completely eliminated
by 2013 (ideally this would take place at an earlier date). Appropriate disciplines must be in
place in order to guarantee that export credit operations under 180 days formula do not distort
trade. While food aid that distorts commercial operations must be prohibited, new disciplines
should not jeopardise the provision of emergency food aid.

The success of the next WTO Ministerial Meeting in Hong Kong – and of the Doha Round as a
whole – is strongly linked to the due incorporation of the ten aforementioned recommendations into
the outcome of the negotiations on agriculture.

Endnotes
1 The Common Market of the South (Mercosul) is a customs union formed by Argentina, Brazil, Paraguay
and Uruguay. Bolivia, Chile, Peru and Venezuela are associate members.
2 Tariff overhang is the difference between the bound tariff (as of the last year of the implementation period
of the Uruguay Round) and the tariff actually applied for a specific product.
3 ‘Water’ in the tariff is the portion of a tariff that must be eliminated in order to generate trade flows for a
specific product. ‘Water’ may exist even if there is no tariff overhang.
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ANNEX A
BRAZIL’S POSITIONS ON KEY NEGOTIATING ISSUES
MARKET ACCESS
ISSUE

OFFICIAL POSITION

OTHER STAKEHOLDERS
CNA defends the tiered
formula proposed by the G-20
as long as with ambitious
bands and cuts (such as cuts
of 80 percent for developed
countries and 65 percent for
developing countries in the
highest band).

Tiered Formula

The tiered formula that reflects the principles of
progressivity (higher tariffs must suffer deeper cuts)
and proportionality (developed countries must make
a greater effort than developing countries). Agrees
with the formula proposed by the G-20 for
developed countries. Special and differential
treatment should respect the 2/3 rule of
proportionality. Each band should be subject to a
linear cut. Opposes the application of a Uruguay
Round type of cut

Recourse to this product category should be limited
as much as possible. Increased market access must
be provided through a combination of tariff
reduction and TRQ expansion. Priority is given to
tariff reduction. All sensitivity must be compensated
in the same product. The greater the deviation from
the tariff reduction formula, the greater the
compensation through TRQ enlargement. The
number of products selected as sensitive should
correspond to a very small percentage of total tariff
lines, and should correspond to a small percentage
of total trade value.

CNA opposes the creation of
a sensitive product category.

Favours ambitious tariff caps for both developed
and developing countries. Feels comfortable with
tariff caps at lower levels than the ones proposed
by the G-20.

CNA favours a tariff cap of 60
percent for developed
countries and 90 percent for
developing countries.

Sensitive Products

Tariff Capping

Tariff Escalation

Tariff Simplification

Some CONSEA members
believe Brazil should make
full use of the sensitive and
special product categories and
the special safeguard
mechanism in the Doha
Round, and should not make
any concessions in products
that are not key export items.
The goal should be to achieve
food self-sufficiency.

Some CONSEA members
believe Brazil should make
full use of the sensitive product
category.

Favours the establishment of a complimentary
reduction formula to reduce tariff escalation in
developed countries. The exact shape of the formula
has not yet been determined. May concerns are tariff
escalation in the soybean, coffee, and tobacco
sectors.
All non ad valorem tariffs should be bound in their
ad valorem equivalents.
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Tariff Rate Quotas
(TRQ)

TRQ expansion as a compensation for deviation
from the tariff reduction formula. Improved TRQ
administration. Reduction/elimination of in-quota
tariffs. Considers TRQs as a suboptimal option for
increased market access. Expansions in quota
volumes tend to be significantly small when
compared to Brazil’s production and export
capabilities.

Special Safeguards
(SSG)

Should be eliminated at the beginning of the CNA is against the existence of
implementation period.
SSGs.

Special and
Differential (S&D)
Treatment

Special Products (SP) and the Special Safeguard
Mechanism (SSM) are part of the S&D treatment
for developing countries. However, such instruments
should not be used as an additional type of trade
barrier. There is an internal debate in the Brazilian
government on how to approach this issue in more
detail.

CNA believes that SP and SSM
should be limited to specific
situations. SSM should not be
an automatic instrument, should
not be available for all products,
and should not be extended to
SPs.
MST, DESER and some
CONSEA members believe
Brazil should support and make
extensive use of both SPs and
SSM.

Preference Erosion

Concurs with the G-20 proposal, which states that
preference erosion should be addressed in
accordance with the provisions of the July
Framework. This should include (i) expanded market
access for products which are of vital export
importance to the preference beneficiaries; (ii)
effective utilisation of existing preferences; and (iii)
additional financial assistance and capacity building
to address supply constraints, promote
diversification and assist in adjustment and
restructuring.

Tropical Products

Fullest liberalisation of tropical products by
developed countries, as this is an overdue
commitment, which must be addressed and honored.

Views Regarding
India’s and South
Africa’s Positions

Brazil believes that South Africa shares very similar
positions to its own. However, Brazil is substantially
more offensive than India. Brazil understands the
special circumstances of Indian agriculture, but
believes that its G-20 partner could and should make
some concessions in terms of market access
commitments. For example, tariff reduction
coefficients for developing countries should respect
(or at least be very close to) the 2/3 proportionality
rule. India has significant overhang between bound
and applied tariffs for many agricultural
commodities. The Indian government would not
have to significantly change its current practices.
This is especially the case because developing
countries will have the opportunity to exclude their
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most sensitive products from the tiered formula
either through the sensitive or the special product
categories. Brazil believes that India’s aspirations
for these two categories are overstated. If too many
products are considered sensitive or special, WTO
countries will not reach meaningful reform. Brazil
understands India’s opposition to the application
of the ‘Swiss Formula’ and agrees that the cut on
the average tariff for developing countries should
be smaller than for developed countries. However,
it believes that India could be less conservative than
it currently is in market access. India should
demonstrate greater commitment to reform in this
pillar.

DOMESTIC SUPPORT

AMS Reduction

De Minimis
Reduction

Blue Box

Favours the principles of progressivity and
proportionality in the tiered approach for reducing
AMS. Countries with higher AMS commitments
should apply deeper cuts. Developing countries
should cut less than 2/3 of the cut to be undertaken
by developed countries in the same band. The
absolute value of AMS commitments should serve
as the basis for classifying countries in different
bands. Some frontloading to address the ‘water’
issue (difference between bound and applied levels)
is required. Product-specific AMS should be capped
at their respective average levels during the Uruguay
Round implementation period.

CNA favours deep cuts in
AMS.
DESER favours deep cuts in
AMS.

Reductions shall be made to both product specific CNA favours deep cuts in de
and non-product specific de minimis. Developing minimis for developed
countries with no AMS entitlements shall be exempt countries.
from reductions.
Does not favour the creation of a New Blue Box as
suggested by the US. Is not convinced of the less
trade-distorting nature of this proposed new box,
and believes that it might lead to box-shifting.
Appropriate additional disciplines must be put
forward in order to ensure that the New Blue Box
will not function as a loophole to accommodate US
counter-cyclical payments. Supports the criteria
proposed by the G-20: (i) limits to price-gap
differentials, (ii) product-specific caps, (iii) nonaccumulation or off-setting with respect to other
forms of trade-distorting support, (iv) determination
of effects of production limiting programmes, and
(v) notification –at the product-specific level– of
all parameters referred to any existing or additional
criteria.

CNA favours the establishment
of clear rules in the Blue Box
in order to avoid box-shifting.

Tiered approach should be used to classify countries
in different bands according to the absolute value
of the overall trade-distorting domestic support
entitlements. Countries with higher entitlements
should apply deeper cuts. Cuts must be high enough

DESER favours deep cuts in
trade-distorting domestic
support, except when targeted
at family agriculture.

DESER favours the reduction
of Blue Box payments and the
establishment of improved
rules for the Blue Box.
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Overall Reduction

Green Box

in order to bring about effective reduction in the
amount of subsidies currently provided by
developed countries. Developing countries with
AMS entitlements should be put in a separate band
in which the cut would correspond to less than 2/3
of the cut to be undertaken by developed countries
in the lowest band. Developing countries without
AMS entitlements should be exempted from making
an overall reduction to trade-distorting domestic
support. To establish accurate base levels for the
overall cuts, adjustments should be made to prevent
double counting between AMS and de minimis.
Since there is more ‘water’ in overall support than
in AMS, the frontloading should be more
pronounced than in AMS reductions.
Believes that Green Box criteria should be reviewed
and clarified with a view to ensuring that direct
payments to producers conform to fundamental
requirement that measures be non- or minimally
trade-distorting. These criteria include: (i) direct
payments shall not be linked to production levels,
including input levels therein; (ii) decoupled income
support shall be given only to producers with low
levels of income, landholding and production in a
notified, fixed and unchanging base period; (iii)
land, labour, or any other factor of production shall
not be required to be in ‘agricultural use’ and no
production shall be required in order to receive
decoupled income support; and (iv) decoupled
income support shall not be made in conjunction
with AMS support and support under Article 6.5, if
the sum of such support exceeds a given percentage
of the annual value of production of a given product.
Additionally, Green Box disciplines should also be
revised in order to more accurately reflect
developing countries policies such as agrarian
reform.

Monitoring and
Surveillance

Mechanisms must be put in place in order to prevent
countries from misclassifying support programmes.

Views Regarding
India’s and South
Africa’s Positions

Brazil, India and South Africa share similar
positions on domestic support. Therefore, Brazil’s
perceptions regarding its IBSA partners in this pillar
of the negotiations are very positive. Brazil believes
their cooperation within the G-20 has been very
constructive.
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CNA
favours
the
establishment of clear rules in
the Green Box in order to
avoid box-shifting.
DESER
favours
the
preservation of Green Box
subsidies
for
family
agriculture. It also favours the
establishment of improved
rules for the Green Box.

EXPORT COMPETITION
Export Competition

Views Regarding
India’s and South
Africa’s Positions

Brazil’s positions reflect those proposed by the G20. A credible and expeditious end date for the
elimination of export subsidies is the centerpiece
of the negotiations on export competition. Brazil
believes a period no longer than five years is
appropriate, and that a front-loading of 60 percent
reduction should take place at the end of the first
year of the implementation period. Other forms of
export subsidies shall also be eliminated and
disciplines shall be in force on equivalent measures
by the same end date. Brazil is in favour of a
standstill measure on all forms of export subsidies
thus avoiding the reintroduction of any forms of
export subsidies that have been discontinued.

CNA favours the elimination
of export subsidies within
three years.
DESER defends the complete
elimination of export
subsidies, non-emergency
food aid that displaces
commercial transactions, and
export monopolies.

Brazil, India and South Africa generally share
similar positions on export competition.
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Analyses of South Africa’s Position*
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www.saiia.org.za

IBSA Streategy for WTO Agriculture Negotiations  89

90  IBSA Streategy for WTO Agriculture Negotiations

1. Introduction
This report outlines SA’s position on negotiations on agricultural trade at the World Trade Organization
(WTO). It forms part of a project initiated by the Centre for International Trade, Economics and
Environment (CUTS-CITEE) entitled ‘Devising a Comprehensive IBSA (India-Brazil-SA) Strategy
on WTO Agriculture Negotiations’.
In the final report, to be published by CUTS-CITEE, this introduction will be followed by a brief
profile of the SA agricultural sector. This report should also be read in conjunction with a paper on
the South African agricultural sector prepared by Professor Johan Kirsten of the University of Pretoria.
Part 1 of this report provides some background on the negotiations on agricultural trade at the WTO.
Part 2 assesses SA policy-making on agricultural trade, and identifies some of the factors that influence
the positions adopted during WTO negotiations, and how they interact. Part 3 sets out SA’s positions
on the three pillars of the agriculture negotiations: market access, domestic support, and export
competition. Part 4 analyses the views of key SA stakeholders in agricultural trade on these positions.
The views of the government and these stakeholders are brought together in a matrix in Part 5. The
final section contains some recommendations on SA’s approach to the negotiations.
This report assumes that readers are familiar with the WTO Agreement on Agriculture, the history
of the agricultural trade negotiations, including the technical terms used, and the July Framework.
To assist in this regard, the relevant part of the July Framework is attached as Appendix A, and two
background papers on the Agreement on Agriculture as Appendixes C and D.
Special thanks are extended to the Consumer Unity and Trust Society (CUTS) for funding this
research.
1.1 Background1
In July 2004, WTO member states adopted a Framework Agreement for advancing the Doha round
of negotiations, aimed at achieving the Doha Development Agenda. This was to form the basis for
renewed WTO negotiations which had been stalled since the aborted fifth Ministerial Conference
held in Cancun in September 2003. According to the agreement, the Doha round was meant to be
completed by December 2005. However, negotiations are now expected to continue until 2007. A
work-in-progress report meant to be adopted by the Cancún Ministerial was eventually adopted by
the sixth Ministerial Conference held in Hong Kong in December 2005.
Agriculture holds the key to progress in WTO negotiations. While all WTO members have an interest
in the negotiations on agricultural trade, Australia, Brazil, China, the EU, India, SA, and the US are
seen as the major players. Australia, Brazil, the EU, India, and the US form an informal group
referred to as the Five Interested Parties, which pushed hard for the adoption of the July 2004
Framework Agreement.
The WTO negotiations on agricultural trade and their implications (both in terms of process and
content) are expected to have a long-term impact on global economic governance. The G20 group of
developing countries will play a significant role in these negotiations. Besides this, India, Brazil,
and South Africa have formed a group called India-Brazil-SA (IBSA), which has adopted a unified
stance. Following a meeting in Brasilia in September 2003, the IBSA heads of state and foreign
secretaries issued a communiqué which stated that:
Recognising trade is an important instrument in economic growth and in the creation and
distribution of wealth, they (the Ministers) stressed the importance of promoting a development
agenda in the WTO. They renewed their commitment to work together to foster reform in trade
in agriculture, which will eliminate all distorting subsidies and ensure access to markets in
developed countries, while recognising the need for operationalising special and differential
treatment for developing countries. They exchanged views on the ongoing negotiations of the
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Doha Round, in particular the recently held Cancún meeting, and emphasised the importance of
the continued work and co-ordination of the G-22.
2. SA Policy-making on Trade in Agriculture
2.1 The domestic environment and consultation processes
Trade policy in SA is largely the responsibility of the Department of Trade and Industry (DTI). As
regards negotiations on agricultural trade, the DTI is directly supported by the National Department
of Agriculture, which actively participates in the WTO negotiations, and the work of the Cairns
Group, the G20, the Southern African Development Community (SADC), the Southern African
Customs Union (SACU), and the African Group. Other government agencies with an indirect interest
in the WTO negotiations are the Presidency, the Department of Foreign Affairs (DFA) and the
Treasury. The cluster system of governance enables all these government departments to interact on
a range of trade issues. A Permanent Trade Forum was launched in 2005, and met for the second
time in September.
Kirsten’s paper examines the key policy drivers influencing the agricultural sector in SA.
Consequently, these are not addressed here. As regards trade policy itself, various factors have
contributed to the positions that SA has adopted. First, SA’s post-1994 government has sought to
become an active player in many international organisations, and the WTO is no exception. Through
considerable diplomatic efforts, SA has positioned itself as a key player in the international arena,
and a country that can bridge the divide between the developing world, especially Africa, and the
developed world. The development focus of SA trade policy reflects this broad approach to
engagement with the international community. Draper notes that in SA ‘the strategic choices
concerning which partners to negotiate with and on what issues have been driven largely by foreign
policy considerations’.2 Second, SA has adopted an approach to WTO issues that is more liberal
than protectionist. This seems to be underpinned by a belief that free trade could contribute
significantly to Africa’s economic development.3 Draper describes the dominant approach as using
trade negotiations ‘for two purposes: opening market access abroad for SA companies, whilst using
reciprocity to discipline them in the domestic market’.4
In his 2005 study of SA trade policy, Draper notes that some stakeholders give a sense that they
consider trade policy to be driven by domestic political concerns, especially in the area of trade
enforcement. He notes that international trade policy and domestic industrial policy are not strongly
linked. This is exacerbated by the division between rade and domestic economic policy under the
cabinet cluster system. One participant in the peer review of this study stated that SA’s trade policy
seemed unbalanced, with agriculture given a greater priority than it deserved. Services formed a
much larger part of the SA economy than agriculture, but were not given as much weight in the
WTO negotiations.
In a more comprehensive study of policy-making on trade in agriculture, Griffiths considers the
impact of a number of other factors such as the domination of the political landscape by one major
party, a centralised federal model, and a predominantly white farming sector without broader public
support.5 He suggests that policy-making on agricultural trade involves a certain amount of tradeoffs,
such as providing ‘compensation’ in some other area of government policy-making to interest groups
that might be adversely affected by a trade policy.6 This, he contends, would in part explain the
acceptance by the agricultural sector of the process of deregulation that took place in SA. Bell7
speculates that this might have also been a tactic used by the ruling African National Congress
(Anc) to get the council of South African Trade Unions (COSATU) to agree to the rapid liberalisation
of tariffs in the late 1990s. In exchange for its support, he suggests, COSATU was rewarded with the
formation of the National Economic Development and Labour Council (NEDLAC).
As in many other countries, trade policy in SA is only debated within a limited circle; the wider
public does not really engage with trade policy issues. Media coverage of trade policy is limited, and
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largely from a political perspective. As a result, there are few groups or individuals with a thorough
under- standing of trade policy, especially the technical issues involved. One exception is Agri SA,
which has the capacity to follow the WTO negotiations, also via its involvement with Cairns Group
Farm Leaders, and to convey its views to the government through a well-established relationship.
For example, a senior representative of Agri SA formed part of the SA delegation to the WTO
Ministerial Meeting in Hong Kong. In some respects, therefore, the influence of Agri SA and its
affiliates on agricultural trade policy is significant.
The SA government has created several mechanisms for improving the interaction among officials
and stakeholders. Griffiths points out that the agricultural sector has been part of a consultative
model of policy formulation that has brought stakeholders closer to the international trade negotiation
process.8 An Agricultural Trade Forum as been formed, and comprises participants from farmers’
organisations, government, labour, and consumer groups. It meets regularly, and hears papers on
key issues. Stakeholders involved in the forum have a positive opinion of it, and believe it is a useful
way to exchange information.
From time to time, agricultural trade issues also feature on the agenda of NEDLAC’s Trade and
Labour Chamber. NEDLAC is a tripartite body established by government, labour, and business to
discuss a wide range of policy issues, including trade. While NEDLAC is widely perceived to be an
excellent initiative, some participants in this survey felt that it had not lived up to its promise, and
that the information the government made available to it was inadequate. According tone participant,
the situation had recently improved, and the negotiation of a specific trade protocol had assisted in
this regard. However, some members expressed their frustration about NEDLAC’s confidentiality
provisions as well as the limited time given to members to consider information provided by the
government. Some stakeholders felt that NEDLAC did not make the most of its role, and that as a
result there was no strong sense of ‘Team SA’ in trade negotiations. Officials interviewed for this
study agreed that steps could be taken to strengthen NEDLAC.
Therefore, there are mechanisms for consultation on trade policy in SA, especially for business and
labour. However, broader civil society and general interest groups feel that little space has been
provided for them to interact with the government on trade policy matters, including agricultural
trade issues. The DTI has tried to hold broad-based consultations, and held a consultative meeting in
Midrand in November 2005 prior to the Hong Kong Ministerial. However, both government officials
and society organisations frustrated with these types of events. Officials interviewed for this study
stated that they often came away from such consultations feeling battered and with little constructive
input into the policy-making process. Representatives of civil society organisations expressed
frustration at a perceived lack of openness on the part of government. It was felt that policy was
already well established before consultations took place, and therefore there was little opportunity
to have any real influence on its direction. One official noted that it was difficult to undertake such
general consultations on agricultural trade negotiations as much of the information is sensitive and
some members of civil society do not respect the importance of confidentiality.
2.3 International coalitions
South Africa is an active member of the WTO, and agriculture is one of its priorities during the
current negotiations on the Doha Development Agenda. According to one official document setting
out SA’s approach to trade negotiations,9 promoting socioeconomic development is at the heart of
the SA agenda. It aims to improve the situations of African countries through active participation in
the WTO, and supports initiatives to address specific development concerns. Faizel Ismail, a senior
member of the SA delegation to the WTO, currently chairs the WTO Committee on Trade and
Development, and has played a key role in suggesting alternative approaches to development concerns
raised by members.
As a SACU member, SA’s trade policy corresponds in some respects with those of the other members,
namely Botswana, Lesotho, Namibia, and Swaziland. In fact, the new SACU agreement of 2002
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provides for a common external trade policy to be agreed jointly by the Council of Ministers.1 0 But
this has not yet been developed, and the SACU countries continue to take up their own interests and
concerns both individually and as part of other coalitions. All SACU members participate in the
African Group, but differ on some issues, including aspects of the agriculture negotiations. Notably,
SA tends to adopt a more liberal stance than the other four SACU members.
In pursuing its interests in the agriculture negotiations, SA has aligned itself with a number of likeminded member countries. It is a member of the Cairns Group, the G20, and the African Group. The
Cairns Group was founded in 1986 and today comprises 17 agricultural exporting countries.11 Its
broad objective is to further liberalise trade in agricultural products by eliminating export subsidies,
reducing domestic support, and improving market access. The group usually stages one ministerial
meeting a year; the last one (the 27th) was held in Colombia in March/April 2005. At this session,
ministers agreed to place agriculture at the centre of the Doha Round, and to continue seeking
ambitious goals.12
Traditionally, the Cairns Group contributed to the debate on agriculture issues by preparing position
papers. These would be negotiated (often at length) by Cairns Group members and then presented to
other WTO members. Cairns Group positions were often viewed as representing one end of the
spectrum of positions on agricultural trade liberalisation, with the EU, Japan, Norway, and others at
the opposite end. Since the formation of the G20, the Cairns Group seems to have lost some
momentum. It has continued to meet and to issue joint statements. However, far fewer position
papers have been circulated. The reasons for this could include the greater involvement of a number
of developing country Cairns Group members (including SA) in the work of the G20, and the
perception that the G20 now largely occupies the space traditionally held by the Cairns Group. One
stakeholder interviewed for this study noted that SA’s membership of the Cairns Group was largely
driven by Agri SA and its participation in the Emerging Farmers Forum. This assessment was again
borne out at the Hong Kong Ministerial, where Cairns Group members met several times but did not
speak with one voice during the negotiations.
The G20 emerged just prior to the WTO Ministerial Meeting in Cancun in 2003. Its establishment
demonstrated a degree of frustration among key developing countries about the lack of progress on
agriculture issues. The members of the G20 have changed.13 However, Brazil, India, SA, and a
handful of other countries have remained core members, and have actively pursued its positions in
negotiations, inter alia by taking the lead in preparing technical position papers. The G20 has also
played an active role in coordinating developing countries through regular consultations with other
groups, such as the African Group, Least Developed Countries (LDCs), the African-CaribbeanPacific (ACP) group, the G33, and Recently Acceded Members (RAM). SA officials note that the
G20 often assimilates the positions of other groupings into its own. This cooperation reached its
most visible level yet at Hong Kong when the G20, LDCs, G33, ACP, and small vulnerable economies
groups made a joint declaration. This was touted as the first time that all developing countries had
jointly voiced their views on WTO issues. However, the declaration was insubstantial, and developing
country members continued to put forward different positions during the negotiations.
The initial reaction in 2003 to the establishment of an alternative force within the agricultural
negotiations was mixed. It certainly caught a number of WTO members, including the US and
European Commission (EC) by surprise. Cairns Group members that are not part of the G20 also
seemed to feel slightly wrong- footed at the Cancun Ministerial. The advent of the G20 sidelined the
Cairns Group to a certain degree, and it took some time for the latter to engage in a constructive
manner with the former. After the initial shock over the formation of the G20, the US and EC
reportedly attempted to undermine its efficacy. For example, a number of Latin American countries
disassociated themselves from the G20 supposedly after the US has pressurised them into doing so.
Gaur described this as a ‘hardening of the attitude of the developed world, especially the US, towards
G20 nations’.14 These moves did dent the G20’s momentum immediately after Cancun, but it has
managed to regroup and has shown itself to be a long-term player in the agricultural negotiations.
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Like the Cairns Group, much of the work of the G20 is done in Geneva by the delegations based
there, with the support of officials based in the various capitals of group members. The G20 has also
tried to maintain its political momentum by staging regular ministerial sessions. The most recent
was held in New Delhi, India, on 1 and 19 March 2005. Ministers adopted a declaration, in which
they:
• reaffirmed their common goal to end trade-distorting policies in agriculture;
• reaffirmed their commitment to the development dimension of the Doha Round;
• reaffirmed the importance of a ‘bottom-up’ approach to the negotiations, so that they may benefit
all WTO members; and
• reiterated that special and differential treatment for developing countries should form an integral
part of all aspects of the negotiations.15
The G20 has also prepared position papers on the three pillars of the negotiations on agricultural
trade. Given the diverse nature of G20 members, these papers have been characterised as representing
the ‘middle ground’. The G20 encompasses countries with very different national interests. The
negotiation of position papers is therefore often difficult and time-consuming. By the time they are
presented to other WTO members, they have already been intensively negotiated, and some kind of
consensus reached. Brazil and India are perceived to be at opposite ends of the spectrum in the G20,
with both having considerable domestic agricultural interests in the WTO – Brazil from the perspective
of seeking greater market access and a more level playing field, and India with an overriding aim of
wanting to protect its large numbers of subsistence farmers. An SA official has characterised SA as
having much less to lose in terms of its domestic interests than both Brazil and India. Its role in
internal G20 discussions is therefore largely one of helping to provide the ‘glue’ among members,
and working to keep the group together.
The third group to which SA belongs is the African Group. Participation in this coalition sets SA
apart from both Brazil and India, and provides a different dynamic for the development of agricultural
trade policy in some instances. The African Group has not traditionally been an active participant in
the WTO negotiations, but this has changed dramatically in the years since the start of the Doha
round. It has become more organised, more active, and more engaged. It has demonstrated its ability
to be a key player in the negotiations by blocking progress on the Singapore issues at recent
Ministerials. The technical capacity of many of the African delegations to the WTO has also increased,
and they are therefore better able to participate in the negotiations. While the African Group discusses
a broad range of issues on the WTO agenda, many of its members have a particular interest in
agriculture.
SA holds an important place within the African Group. It is one of the largest members in terms of
the size of its economy and its share of global trade. Role players and observers outside Africa also
commonly regard it as the ‘powerhouse of Africa’. This places SA in the rather unenviable position
of a being a key member of the African Group, with the resources to participate actively, while at the
same time needing to balance perceptions that it is trying to dominate discussions. Due to its different
level of development, SA also has different domestic interests to pursue in the WTO negotiations
than many of its African neighbours. This is certainly the case in agriculture, and may partly explain
SA’s ongoing participation in the Cairns Group and G20.
SA’s agricultural sector differs in numerous respects from those of other African countries. For
example, it does not only comprise subsistence agriculture, which is often the case elsewhere on the
continent. SA agriculture reflects the popular concept that this country effectively comprises two
economies: the first a thriving commercial one, and the second an emerging one made up of smaller
businesses that are predominantly black-owned. This has implications for SA trade policy overall,
and more specifically its interaction with the African Group. SA is strongly sympathetic towards
and supportive of the overall ambitions of the African Group, especially those relating to problems
faced by emerging farmers in SA. This is reflected in its support for the special and differential
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treatment of developing countries. However, this has to be balanced by the interests of the commercial
farming sector in SA. This sector is relatively competitive, and would benefit from improved market
access and a more level playing field should developed countries reduce or eliminate export subsidies,
and reduce their domestic support.
This is not the case in many other African countries, even though they do not benefit either from the
status quo. This is reflected in the African Group’s negotiating position, which is similar to that
adopted by the Cairns Group except for the focus on preferences.
The dynamics within the African Group are not only affected by differences in domestic interests,
but also by relations with the international community. For many years most African countries have
relied on market access concessions provided by the EU under the Cotonou Partnership Agreement
(and its predecessors), and, more recently, the US under the African Growth and Opportunities Act
(AGOA). SA, because of its history and economic weight, has had a different experience from most
African countries. While it is a member of the ACP group, it has negotiated its own free trade
arrangement (FTA) – the Trade, Development and Cooperation Agreement – with the EU. SA
approached this in a similar way to other FTAs, and the balance of power did not rest solely with the
EU, as was evidenced in areas such as fisheries and wine. Other African countries are having a
different experience with the work under way on the economic partnership agreements meant to
replace the Cotonou Convention. Many African countries are desperate to hold on to their existing
preferential access to the european market, and are prepared to demand little by way of other changes
from the EU. If they continue to adhere to this position, SA could become further isolated from the
rest of the African Group.
The African Group tends to rely on statements as its key means of participation in the WTO
negotiations. It has yet to develop detailed position papers, although it does sometimes set out its
general approach in writing, and subsets of the African Group do sometimes prepare papers on a
certain issue. AU made their recent comprehensive statement on the Doha round agriculture in the
Cairo Declaration and Road Map on the Doha Work Programme issued on 9 June 2005. On agriculture,
the African Group is broadly perceived to be supportive of attempts to eliminate export subsidies
and limit domestic support. However, its key concerns are under the market access pillar. The question
of preferences under this pillar is very important to many of its members, and has dominated their
participation in the negotiations. As is indicated below, SA has a somewhat different approach to
preferences than other African Group members; it believes that, in the long term, it is better to focus
on liberalisation rather than the continuation of preference regimes. According to SA officials, this
position is often put forward in African Group discussions and is considered by others in those
deliberations. This gap between SA and the rest of the African Group on the issue of preferences
widened at the Hong Kong Ministerial. During the ‘Green Room’ negotiations, SA reportedly sided
with the MFN Group (largely comprising Latin American countries) on the question of how to deal
with preference erosion. This informal grouping is essentially seeking to deal with preferences
without resorting to trade measures.
SA’s role in the African Group raises the question of the influence of broader foreign policy objectives
in the development of trade policy. In recent years, the importance of African solidarity has been
strongly emphasised in SA foreign policy. This has been evident in a number of arenas, including
human rights discussions at the UN, and in specific initiatives such as the New Partnership for
Africa’s Development (Nepad). Within the WTO, SA has also demonstrated the importance it places
on maintaining a strong, coordinated African position. For example, in the recent race for the position
of director-general of the WTO, the African Group decided to supported the from Mauritius.16 SA
supported – or went along with – this decision, despite the fact that the Mauritian candidate had put
forward positions on a number of issues that did not correspond with its own. A more natural fit in
trade policy terms may have been for SA to support the Brazilian candidate, but it seems as if
foreign policy concerns won the day.
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In its early days, the IBSA initiative was also largely driven by foreign policy concerns, and provides
another example of how diplomatic initiatives can have an impact on trade policy formation. As
noted earlier, the IBSA countries have been key players in the G20, and have managed to overcome
some of the differences that previously led to the three countries being on opposite sides of the
negotiations. An SA official interviewed for this study noted that because of the political linkages
forged via IBSA the three countries have reached a good understanding of each others’ specific
trade concerns. These are fed through into the G20 and have enabled the latter to develop clear
positions which all three countries can support.
SA officials interviewed for this study did not provide much direct comment on the positions adopted
by India and Brazil in the WTO agricultural trade negotiations. They did express an understanding
of the domestic forces driving these positions as well as a great admiration of the technical and
strategic skills of the negotiators from both those countries. One official made a comparative
assessment which suggested that SA did not yet have the same institutional capacity on these issues
as India and Brazil. This was said to be partly due to historical factors, and SA’s disengagement from
the global economy during the apartheid regime. The official suggested that SA had much to learn
from India and Brazil. One simple example given was the dissemination of information about trade
negotiations. The website of the Indian Ministry of Commerce and Industry offers considerable
resources, including detailed information on India’s position on various trade issues. By contrast,
the DTI website barely mentions the WTO.
3. SA Positions at the WTO
The following is a summary of SA’s positions on the three pillars of the agricultural trade negotiations
at the WTO. It has been gleaned from discussions with officials and from publicly available material,
including Cairns Group and G20 documents. It is clear that SA’s positions reflect its domestic interests
as well as a desire to improve the lot of developing countries.17 Its approach to the Doha Development
Agenda is based on the principle of differential treatment for developing countries. Some of SA’s
positions (including those on cotton and special and differential treatment) are influenced by the
African Group, and others (including those on market access bands) by the G20.
The influence of domestic stakeholders on SA’s positions is less clear. Agri SA does seem to exert
some influence, and is a well-organised and well resourced partner of the government. Therefore,
the concerns of the agricultural industry are reflected to a certain extent in SA’s approach. Other
stakeholders interviewed complained that, during their consultations with the government, they
gained the impression that the latter had already developed its positions, and was simply going
through the motions of consulting with stakeholders. However, the Agricultural Trade Forum does
seem to be a useful forum, and officials say it has considerable influence over the development of
policy. One stakeholder noted that the forum was doing valuable work, but this was mostly at a
technical level. Another added that the position adopted by SA on special and differential treatment
for developing countries was not necessarily integrated into domestic industrial and trade policy.
This lack of policy harmonisation may not be too problematic for established commercial agriculture
in SA, but may have a greater negative impact on emerging black agriculture.
Market Access
Like many other WTO members, SA regards market access as a key aspect of the agriculture
negotiations. In this respect, SA has both defensive and offensive interests to pursue. As regards the
former, it still protects its farmers and the agricultural sector via tariffs (the average bound tariff is
40%, and the average applied tariff for agricultural products is 9%). In the case of a number of key
products, the applied tariff rate is considerably lower than the bound rate.18 This provides scope for
the SA government to increase tariffs in respect of these products. At the applied level, SA also uses
a number of specific or mixed tariffs rather than ad valorem rates.19 One example of the scope for
using tariffs as a protective measure in SA is the current discussion about the possibility of increasing
the tariff for wheat. The wheat industry is seeking a considerable increase (although well within
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WTO bindings) in the tariff on the grounds that the sector cannot compete with subsidised wheat
from other countries, and this has contributed to recent currency fluctuations. However, against all
expectations, the International Trade Administration Commission of South Africa (ITAC) decided
to effectively reduce the tariff to 2%. This reflects the reluctance of the SA government to use tariffs
to protect local industries against imports.
With these issues in mind, SA keenly supports the notion of ‘proportionality’ – meaning that
developing countries should be required to make lesser reduction commitments than developed
countries. It is also keen to see other forms of special and differential treatment for developing
countries strengthened in this area. However, it is not enthusiastic about the notions of special and
sensitive products, and would like to see a firm agreement on the tariff reduction formula before
those are pursued further. Like other members of G20 and Cairns Group, SA opposes the EC proposal
in respect of the number of sensitive products it would like to nominate.
As SA already receives preferential access for many of its exports, the focus in the negotiations is on
those products excluded from existing bilateral and regional agreements, and those in respect of
which tariff escalation is an issue. SA has therefore adopted a firm in of tariff and tariff peaks. It
would like to see these issues addressed in the negotiations in a way that ensures that they will be
minimised in future. Like other developing countries, including other members of the G20, SA sees
a link between making further market access commitments and reductions in trade and productiondistorting subsidies by developed countries. It strongly favours progress on the latter issue in the
first instance.
As a member of the African Group, SA has had to pay close attention to the question of preferences.
It does not favour the long-term retention of preference regimes. Instead, it would prefer to encouraged
to make their agricultural sectors competitive by the broad-based reform of agricultural trade policies,
especially in larger developed countries, and the provision of financial assistance and capacitybuilding. The increases in the prices of agricultural products likely to follow the removal of export
subsidies and the provision of better market access is expected to provide more benefits than the
current preferential access to some markets. SA believes this will benefit those developing countries
that have traditionally relied on preferences. It does acknowledge, however, that special consideration
should be given to addressing the transitional issues that preference reliant countries are likely to
face. This is relevant to the current negotiations between the EU and ACP countries on economic
partnership agreements.
3.2 Domestic Support
For SA, this is the most important issue in the agriculture negotiations. It starts from the basic
position that trade-distorting domestic support should be sub-stantially reduced (as was agreed in
the Doha Ministerial Declaration). It would like to see developed countries change their domestic
support regimes by not only reducing the overall amount spent on supporting farmers, but ensuring
that continued support measures do not distort trade. Current levels of spending need to be substantially
reduced, and further disciplines are needed on both green box and blue box spending. In line with its
support for the development dimension of the Doha Round, SA favours the special and differential
treatment of developing countries that will enable them to continue to assist subsistence and resourcepoor farmers. It believes the emphasis should be reducing the low levels of support by some developing
countries, but the high levels of support major developed countries, such as the US and EU. Also,
any changes made to the disciplines on domestic support should not simply lead to ‘box-shifting’ by
developed countries.
Prior to the Hong Kong Ministerial, the SA National Department of Agriculture thoroughly analysed
the domestic support proposals by the EC and US. It found the US proposal particularly deficient,
and concluded that it would hardly change current levels support. This point was taken at Hong
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Kong and was said to have resulted in lengthy discussions between the two delegations and other
interested countries, including the G20. Differences were found in the figures used by the US and
those given to the WTO and used by SA. This issue will have to be discussed further, particularly if
a result is to be achieved that satisfies the demands of SA and others for substantial reductions in
domestic support in real terms.
3.3 Export Competition
The WTO has identified SA as the worst of export, as measured by the total number of products
subsidised (a total of 62 products). SA officials have claimed that this is a misleading statistic, as SA
has never been a big user of subsidies and in fact abolished its agricultural subsidies in 1997. SA
strongly favours the elimination of all forms of export subsidies as rapidly as possible. As a member
of the G20, it has joined others in calling for the elimination of export subsidies within no more than
five years (by 2010) and with a front-loading of commitments.2 0 Despite being disappointed with
the failure of the EC to agree to the 2010 deadline proposed in Hong Kong, SA did join the consensus
on a deadline of 2013. SA does not believe that developing countries should ‘pay’ for the removal of
export subsidies in other areas of the negotiations. This position seems to be widely supported by all
the stake- holders consulted for this study, including farmers’ representatives. One stakeholder
reinforced the view that the demise of subsidy-supported supply would in many cases lead to a
substantive increase in the world prices of agricultural products, which would benefit to SA industry.
SA is still developing its position on other aspects of the export competition pillar, including food
aid; however, it again has an overriding desire to ensure that the rights of developing countries are
protected. For example, it does not support State Trading Enterprises (STEs) and would like their
use to be more strictly controlled. It recognises, however, that developing countries may have some
use for STEs under certain circumstances, such as the rebuilding of an economy after a conflict. SA
therefore supports changes that would allow developing countries to retain or use STEs for a limited
period.
4. ‘Stakeholders’ Views and Comments
As noted earlier, there is little public debate in SA on trade policy issues, including agricultural trade
negotiations. However, there are numerous organisations and some individuals with a strong interest
in the WTO, representing a variety of interests, from large commercial farmers through consumers
to women. As part of the research for this report, a number of stakeholders were interviewed, or
asked to comment in writing. Most of them have also participate in the peer review of this report.
Stakeholders consulted are listed in Appendix B.
Most of the stakeholders consulted for this study did not have positions on the specific technical
issues involved in the WTO negotiations. The exceptions were Agri SA and some of the think-tanks/
academics who follow these issues. Despite some ideological differences about the merits of free
trade, the views of business and labour – the largest stakeholder groups – were found to converge.
One representative of a farmers’ organisation commented that if a policy was in the interest of
farmers, it would also be in the interests of farm workers. The views of employers and labour in
other sensitive sectors, such as clothing and textiles, also converged when a third party (or ‘common
enemy’) was involved in the negotiations. One business representative commented that labour seemed
to be better coordinated in its approach to trade negotiations and its linkages with international
colleagues than the business sector. Several interviewees noted that SA business had lacked
cohesiveness and leadership in recent years, and that its influence and input into trade negotiations
were among many areas that had suffered as a result.
Most stakeholders supported the basic positions adopted by the SA government in the WTO agriculture
negotiations, particularly in respect of export subsidies and domestic support. Many also supported
the overall focus on development concerns. Market access is more sensitive, as this is an area in
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which SA has particular domestic interests that could be perceived as defensive. For example, one
industrial stakeholder argued that, as long as the global playing field has not been levelled, SA
should be able continue to use tariffs to protect local industries against subsidised from other countries.
Some stakeholders saw tariffs as the last line of defence of the SA agriculture sector following the
abolition of most other forms of support in the late 1990s. In reality, however, it might not be
possible to rely on tariff protection to the same extent as in the past, as was demonstrated by the
recent decision to change the wheat tariffs, referred to earlier.
Stakeholders expressed concern about the proliferation of bilateral and regional agreements being
negotiated by SA. They voiced a fear that this would continue if the WTO did not address some key
issues, such as agriculture liberalisation, in the short term. Some raised the specific question of
preferences in this context, and stated that this was a key to the successful conclusion of the Doha
Round. If preferences were not addressed, the negotiation of bilateral and regional agreements would
continue and further complicate the situation in the southern African region, where an intricate web
of arrangements already existed.
Matrix of Issues, Positions and Views
In this section, the SA position and the views of SA stakeholders on key negotiating issues as
identified in the course of this study are drawn together in a single matrix. The first column lists key
issues in the negotiations, based on Annex A of the July Framework (appended as Appendix A). The
second column sets out the SA position, where this is known. The third column contains summaries
of stakeholders’ views and comments. The matrix is aimed at helping SA negotiators and stakeholders
to identify priority issues as well as gaps in their approach. It is also an important tool for this project
as a whole, as it will help to unify the approaches of the IBSA countries. The recommendations in
the final section are partly based on the matrix.
July Framework Paragraph

South African Position

2. The final balance will be found
only at the conclusion of these
subsequent negotiations and within
the Single Undertaking. To achieve
this balance, the modalities to be
developed will need to incorporate
operationally effective and
meaningful provisions for special
and differential treatment for
developing country Members.
Agriculture is of critical importance
to the economic development of
developing country Members and
they must be able to pursue
agricultural policies that are
supportive of their development
goals, poverty reduction strategies,
food security and livelihood
concerns. Non-trade concerns, as
referred to in Paragraph 13 of the
Doha Declaration, will be taken
into account.

South Africa is supportive of the need
for effective special and differential
treatment for developing country
Members. This is a key aspect of the
negotiations for the Africa Group.

3. The reforms in all three pillars
form an interconnected whole and
must be approached in a balanced
and equitable manner.

As a member of the G20, South Africa
is supportive of the concept of an
interconnected approach. For example,
one official noted that progress on
domestic support would be a key to
ensuring progress of market access.
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Stakeholder Views/Comments

4. The General Council recognizes
the importance of cotton for a
certain number of countries and its
vital importance for developing
countries, especially LDCs. It will
be addressed ambitiously,
expeditiously, and specifically,
within the agriculture negotiations.
The provisions of this framework
provide a basis for this approach, as
does the sectoral initiative on
cotton. The Special Session of the
Committee on Agriculture shall
ensure appropriate prioritization of
the cotton issue independently from
other sectoral initiatives. A
subcommittee on cotton will meet
periodically and report to the
Special Session of the Committee
on Agriculture to review progress.
Work shall encompass all tradedistorting policies affecting the
sector in all three pillars of market
access, domestic support, and export
competition, as specified in the Doha
text and this Framework text.

South Africa remains a strong supporter
of the African cotton producing countries
and is in favour of a result that reflects
their needs. Officials do not think that an
early outcome on this issue is likely
however and that it will probably be part
of a broader package. Comment on the
cotton package agreed to in Hong Kong
was not available from South African
officials although it is expected that South
Africa will continue to be supportive of
the African Group on this issue.

5. Coherence between trade and
development aspects of the cotton
issue will be pursued as set out in
paragraph 1.b of the text to which
this Framework is annexed.

Refer above.

The general idea of assisting
developing countries is supported
and South Africa does have its
own cotton industry to consider.
Cotton is also seen as one
example of the impact of trade
distortive measures and not a
unique situation. The actions
taken on cotton could therefore
constitute a precedent for other
industries decimated by similar
support measures as those
provided to the cotton producers
in developed countries.

DOMESTIC SUPPORT
6. The Doha Ministerial Declaration
calls for “substantial reductions in
trade-distorting domestic support”.
With a view to achieving these
substantial reductions, the
negotiations in this pillar will
ensure the following:

South Africa supports the overall
ambition of this pillar to achieve
“substantial reductions in trade-distorting
domestic support”.

Farmer organizations and labour
are keen to see large developed
countries significantly reduce
their domestic support funding.
However there is a note of
realism in that even if domestic
support is cut dramatically its
impact on global markets might
not diminish.

• Special and differential treatment

South Africa supports the early signaling
of the importance of S&D in this pillar.
South Africa’s aim in the negotiations is
to see big changes in the levels of support
in developed countries; with little impact
on the spending levels of developing
countries.

Stakeholders are keen for South
Africa to continue to have access
to Article 6.2 in order to assist the
development of small-scale
farming.

• There will be a strong element of

South Africa supports the aim of a
harmonizing result that will see
developed country members with high
levels of support required to make the
greatest reductions overall. It would
however not like to see this used by
developed countries (e.g. US and EU) as
a reason to not reduce domestic support
because others have failed to do so.

remains an integral component of
domestic support. Modalities to be
developed will include longer
implementation periods and lower
reduction coefficients for all types
of trade-distorting domestic
support and continued access to
the provisions under Article 6.2.

harmonisation in the reductions
made by developed Members.
Specifically, higher levels of
permitted trade-distorting
domestic support will be subject
to deeper cuts.

IBSA Streategy for WTO Agriculture Negotiations  101

•

Each such Member will make a
substantial reduction in the overall
level of its trade-distorting support
from bound levels.

South Africa can support the use of
bound levels as the starting point for
reductions but would like to see real
reductions in trade and production
distorting domestic support not just a
reduction in bound levels. This was of
particular concern in Hong Kong with
regard to the offer made by the US on
domestic support. South African
analysis found that it did not result in any
changes to existing levels of support.

•

As well as this overall
commitment, Final Bound Total
AMS and permitted de minimis
levels will be subject to
substantial reductions and, in the
case of the Blue Box, will be
capped as specified in paragraph
15 in order to ensure results that
are coherent with the long-term
reform objective. Any
clarification or development of
rules and conditions to govern
trade distorting support will take
this into account.

South Africa supports this provision as
far as its application to developed
countries is concerned. It would
however not be in favour of attempts to
reduce the de minimis support levels in
developing countries. South Africa is in
favour of a 5% cap on the blue box.

Overall Reduction: A Tiered
Formula
7. The overall base level of all tradedistorting domestic support, as
measured by the Final Bound Total
AMS plus permitted de minimis
level and the level agreed in
paragraph 8 below for Blue Box
payments, will be reduced according
to a tiered formula. Under this
formula, Members having higher
levels of trade-distorting domestic
support will make greater overall
reductions in order to achieve a
harmonizing result. As the first
installment of the overall cut, in the
first year and throughout the
implementation period, the sum of
all trade-distorting support will not
exceed 80 per cent of the sum of
Final Bound Total AMS plus
permitted de minimis plus the Blue
Box at the level determined in
paragraph 15.

South Africa supports the aim of a
harmonizing result that will see
developed country members with high
levels of support required to make the
greatest reductions overall. As agreed at
the Hong Kong Ministerial, South Africa
supports the use of three bands that
would see the EU in the highest band and
the US in the middle band with
developing countries in the bottom band.

8. The following parameters will
guide the further negotiation of this
tiered formula:

• This commitment will apply as a

minimum overall commitment. It
will not be applied as a ceiling on
reductions of overall trade-

The parameters are viewed as
fairly wide. They allow
considerable autonomy for
member states to establish their
own commitments.
South Africa supports this provision as it
ensures that the higher cut is the effective
mechanism out of the two approaches
(i.e. overall cut or individual elements).
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distorting domestic support,
should the separate and
complementary formulae to be
developed for Total AMS, de
minimis and Blue Box payments
imply, when taken together, a
deeper cut in overall tradedistorting domestic support for
an individual Member.

• The base for measuring the Blue

Box component will be the
higher of existing Blue Box
payments during a recent
representative period to be
agreed and the cap established in
paragraph 15 below.

South Africa favours a base period of
1995-2000 as proposed by the G20.

Final Bound Total AMS: A
Tiered Formula
9. To achieve reductions with a
harmonizing effect:

• Final Bound Total AMS will be

South Africa is generally in favour of a
tiered approach.

• Members having higher Total

The overall concept is supported by
South Africa. The question remaining is
how to interpret higher – in relative or
absolute terms. South Africa would like
to see all developed countries make
large reductions, including those with
relatively lower levels of Total AMS
(e.g. Norway, Switzerland).

• To prevent circumvention of the

South Africa supports product specific
capping.

• Substantial reductions in Final

South Africa would prefer a stronger
reference to the reduction of productspecific support.

10. Members may make greater
than formula reductions in order to
achieve the required level of cut in
overall trade-distorting domestic
support.

Position unknown.

reduced substantially, using a
tiered approach.

AMS will make greater
reductions.

objective of the Agreement
through transfers of unchanged
domestic support between
different support categories,
product-specific AMSs will be
capped at their respective
average levels according to a
methodology to be agreed.

Bound Total AMS will result in
reductions of some productspecific support.

Product specific caps are
favoured by South African
industry.

De Minimis
11. Reductions in de minimis will
be negotiated taking into account
the principle of special and
differential treatment. Developing

South Africa would have preferred a
carve-out from any de minimis
reductions for developing countries.
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countries that allocate almost all de
minimis support for subsistence
and resource-poor farmers will be
exempt.
12. Members may make greater
than formula reductions in order to
achieve the required level of cut in
overall trade-distorting domestic
support.

Position unknown.

Blue Box
13. Members recognize the role of
the Blue Box in promoting
agricultural reforms. In this light,
Article 6.5 will be reviewed so that
Members may have recourse to the
following measures:

South Africa favours strong new criteria
for the blue box to ensure that the blue
box is less trade distorting than the
amber box and is used as an instrument
of reform. Box shifting to circumvent
disciplines and reduction commitments
in the amber box should be prevented.

• Direct payments under

production-limiting programmes
if:
- such payments are based on
fixed and unchanging areas
and yields; or
- such payments are made on
85% or less of a fixed and
unchanging base level of
production; or
- livestock payments are made
on a fixed and unchanging
number of head.

Or

• Direct payments that do not

require production if:
- such payments are based on
fixed and unchanging bases
and yields; or
- livestock payments made on a
fixed and unchanging number
of head; and
- such payments are made on
85% or less of a fixed and
unchanging base level of
production.

14. The above criteria, along with
additional criteria will be
negotiated. Any such criteria will
ensure that Blue Box payments are
less trade-distorting than AMS
measures, it being understood that:

South Africa expects the Blue Box
criteria to be one of the most difficult
issues on which to reach agreement in
the agriculture negotiations.

• Any new criteria would need to

Position unknown.

• Any new criteria to be agreed

South Africa acknowledges that this is
comfort language for the EC.

take account of the balance of
WTO rights and obligations.

will not have the perverse effect
of undoing ongoing reforms.
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15. Blue Box support will not
exceed 5% of a Member’s average
total value of agricultural
production during an historical
period. The historical period will
be established in the negotiations.
This ceiling will apply to any
actual or potential Blue Box user
from the beginning of the
implementation period. In cases
where a Member has placed an
exceptionally large percentage of
its trade-distorting support in the
Blue Box, some flexibility will be
provided on a basis to be agreed to
ensure that such a Member is not
called upon to make a wholly
disproportionate cut.

South Africa supports the application of
a cap and its’ immediate application.
The last sentence is not particularly
welcome and South Africa will seek to
limit its application. The base period of
1995-2000 proposed by the G20 is
supported by South Africa.

Green Box
16. Green Box criteria will be
reviewed and clarified with a view
to ensuring that Green Box
measures have no, or at most
minimal, trade-distorting effects or
effects on production. Such a
review and clarification will need
to ensure that the basic concepts,
principles and effectiveness of the
Green Box remain and take due
account of non-trade concerns. The
improved obligations for
monitoring and surveillance of all
new disciplines foreshadowed in
paragraph 48 below will be
particularly important with respect
to the Green Box.

South Africa does not support the
reference to non-trade concerns but
recognises that it is in the context of the
need to ensure the basic principles of
the Green Box are respected. South
Africa would ideally like to see Green
Box direct payments capped or reduced
for developed countries.

EXPORT COMPETITION
17. The Doha Ministerial
Declaration calls for “reduction of,
with a view to phasing out, all
forms of export subsidies”. As an
outcome of the negotiations,
Members agree to establish
detailed modalities ensuring the
parallel elimination of all forms of
export subsidies and disciplines on
all export measures with equivalent
effect by a credible end date.

South Africa is a strong supporter of the
elimination of all forms of export
subsidies in as short a period as
possible. This includes export credits,
credit guarantees and credit insurance
programmes.

All stakeholders support the
elimination of export subsidies
as quickly as possible.

End Point
18. The following will be
eliminated by the end date to be
agreed:

• Export subsidies as scheduled.

South Africa fully supported the G20
proposal to eliminate direct export
subsidies in a period of no longer than
five years, with 60% at the end of the
first year, an additional 20% at the end
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of the third year and the remaining 20%
by the end date. It did however join the
consensus in favour of a deadline of
2013 at Hong Kong.

• Export credits, export credit

South Africa supports the elimination of
export credits, credit guarantees and
credit insurance programmes in as short
a time as possible.

• Terms and conditions relating to

This is a complex issue and South Africa
is still developing its position on all the
parameters listed.

• Trade distorting practices with

South Africa supports limitations being
imposed on STEs. It would however
like to see some flexibility for
developing countries who may need
STEs for a limited period of time e.g.
during rebuilding after a conflict.

• Provision of food aid that is not

South Africa is still developing its
position on food aid. It would like to see
a distinction between emergency
humanitarian food aid and other food
aid. South Africa would support a
reference to “surplus disposal”. South
Africa has no interest in limiting genuine
food aid but is in favour of rules that
will prevent the circumvention of export
competition disciplines through the
provision of food aid. SADC Ministers
have made a statement on food aid that
favours cash only assistance with no
conditionality. The World Food
Programme is to be left to determine
where to buy the food and should look
to the region as a possibility. South
Africa did not support the issue of food
aid being used as a diversion at Hong
Kong away from the real negotiations
concerning export subsidies used by
developed countries.

guarantees or insurance
programmes with repayment
periods beyond 180 days.

export credits, export credit
guarantees or insurance
programmes with repayment
periods of 180 days and below
which are not in accordance with
disciplines to be agreed. These
disciplines will cover, inter alia,
payment of interest, minimum
interest rates, minimum premium
requirements, and other elements
which can constitute subsidies or
otherwise distort trade.

respect to exporting STEs
including eliminating export
subsidies provided to or by them,
government financing, and the
underwriting of losses. The issue
of the future use of monopoly
powers will be subject to further
negotiation.

in conformity with operationally
effective disciplines to be agreed.
The objective of such disciplines
will be to prevent commercial
displacement. The role of
international organizations as
regards the provision of food aid
by Members, including related
humanitarian and developmental
issues, will be addressed in the
negotiations. The question of
providing food aid exclusively in
fully grant form will also be
addressed in the negotiations.

19. Effective transparency
provisions for paragraph 18 will be
established. Such provisions, in
accordance with standard WTO
practice, will be consistent with
commercial confidentiality
considerations.

South Africa has a strong position in
favour of an improvement in
transparency and notification
requirements.
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One stakeholder put forward the
position that food aid should be
given exclusively in grant form
and food shortages should be
sourced on the open market.
This will remove the temptation
to use food aid budgets as a
domestic support measure and
will strengthen regional trade in
the affected area.

.

Implementation
20. Commitments and disciplines
in paragraph 18 will be
implemented according to a
schedule and modalities to be
agreed. Commitments will be
implemented by annual
installments. Their phasing will
take into account the need for some
coherence with internal reform
steps of Members.

South Africa supports the reference to
annual installments as it implies that all
cuts will not be left to the final year.
The room left for differentiated
implementation periods is not welcome.

21. The negotiation of the elements
in paragraph 18 and their
implementation will ensure
equivalent and parallel
commitments by Members.

Position unknown.

Special and Differential
Treatment
22.Developing country Members
will benefit from longer
implementation periods for the
phasing out of all forms of export
subsidies.

South Africa strongly supports the
special and differential treatment
provisions for developing countries.

23. Developing countries will
continue to benefit from special
and differential treatment under the
provisions of Article 9.4 of the
Agreement on Agriculture for a
reasonable period, to be negotiated,
after the phasing out of all forms of
export subsidies and
implementation of all disciplines
identified above are completed.

South Africa supports the extension of
Article 9.4 for a period beyond the
complete implementation of the export
competition pillar.

24. Members will ensure that the
disciplines on export credits,
export credit guarantees or
insurance programs to be agreed
will make appropriate provision for
differential treatment in favour of
least-developed and net foodimporting developing countries as
provided for in paragraph 4 of the
Decision on Measures Concerning
the Possible Negative Effects of the
Reform Programme on LeastDeveloped and Net FoodImporting Developing Countries.
Improved obligations for
monitoring and surveillance of all
new disciplines as foreshadowed in
paragraph 48 will be critically
important in this regard.
Provisions to be agreed in this
respect must not undermine the
commitments undertaken by
Members under the obligations in
paragraph 18 above.

South Africa would like to see this
provision made operative. However the
provisions should not be used as an
excuse not to engage in further reforms,
especially relating to export
competition.
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25. STEs in developing country
Members which enjoy special
privileges to preserve domestic
consumer price stability and to
ensure food security will receive
special consideration for
maintaining monopoly status.

South Africa supports the use of STEs
by developing country members in
certain circumstances but would prefer
it to be for a limited time period.

Special Circumstances
26. In exceptional circumstances,
which cannot be adequately
covered by food aid, commercial
export credits or preferential
international financing facilities, ad
hoc temporary financing
arrangements relating to exports to
developing countries may be
agreed by Members. Such
agreements must not have the
effect of undermining
commitments undertaken by
Members in paragraph 18 above,
and will be based on criteria and
consultation procedures to be
established.

Position unknown.

MARKET ACCESS
Stakeholders would like to see
greater transparency in the
formula developed to convert
specific and mixed tariffs to ad
valorem equivalents.

27. The Doha Ministerial
Declaration calls for “substantial
improvements in market access”.
Members also agreed that special
and differential treatment for
developing Members would be an
integral part of all elements in the
negotiations.
28. To ensure that a single
approach for developed and
developing country Members
meets all the objectives of the
Doha mandate, tariff reductions
will be made through a tiered
formula that takes into account
their different tariff structures.

South Africa supports a tiered formula
and the language referring to different
tariff structures. It believes that the
formula should be agreed first before
addressing the issue of flexibilities.

29. To ensure that such a formula
will lead to substantial trade
expansion, the following principles
will guide its further negotiation:

The reference to “substantial trade
expansion” is supported by South
Africa.

• Tariff reductions will be made

South Africa would have preferred to
see a reference to “substantial and
effective overall tariff reductions”.

• Each Member (other than LDCs)

South Africa supports the concept of
“operationally effective special and
differential provisions”.

from bound rates. Substantial
overall tariff reductions will be
achieved as a final result from
negotiations.

will make a contribution.
Operationally effective special
and differential provisions for
developing country Members will
be an integral part of all elements.
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• Progressivity in tariff reductions

South Africa is happy with the last
sentence and the affirmation that there
will be substantial improvements for
ALL products. It is not a fan of
flexibilities for sensitive products.

30. The number of bands, the
thresholds for defining the bands
and the type of tariff reduction in
each band remain under
negotiation. The role of a tariff cap
in a tiered formula with distinct
treatment for sensitive products
will be further evaluated.

South Africa supports the G20 proposal
for five bands for developed countries
and four bands for developing countries.
It strongly favours a cap and supports
the G20 proposal of 100% for developed
country members and 150% for
developing country members (although it
could have supported caps that were
even lower).

will be achieved through deeper
cuts in higher tariffs with
flexibilities for sensitive
products. Substantial
improvements in market access
will be achieved for all products.

Sensitive Products
Selection
31. Without undermining the
overall objective of the tiered
approach, Members may designate
an appropriate number, to be
negotiated, of tariff lines to be
treated as sensitive, taking account
of existing commitments for these
products.

South Africa is not generally supportive
of the concept of sensitive products and
would like to see it as limited as
possible. Sensitive productions should
remain the exception and some
mechanism should be considered to limit
its use. It is expected that it will be
difficult to agree on what is “an
appropriate number”. The G20 has
proposed less than 1% of products should
be treated as sensitive and that these
should not all be products in which there
is considerable trading taking place.

South African industry would not
like to see items of key interest
excluded from the negotiations
under the category of sensitive
products.

Treatment
32. The principle of ‘substantial
improvement’ will apply to each
product.

South Africa would prefer the reference
here to be to each tariff line rather than
product.

33. ‘Substantial improvement’ will
be achieved through combinations
of tariff quota commitments and
tariff reductions applying to each
product. However, balance in this
negotiation will be found only if
the final negotiated result also
reflects the sensitivity of the
product concerned.

South Africa is not supportive of the
implication that there may be different
“combinations” for different sensitive
products (i.e. rather than the same
formula applying to all sensitive
products).

34. Some MFN-based tariff quota
expansion will be required for all
such products. A base for such an
expansion will be established,
taking account of coherent and
equitable criteria to be developed
in the negotiations. In order not to
undermine the objective of the
tiered approach, for all such
products, MFN based tariff quota
expansion will be provided under
specific rules to be negotiated

South Africa’s position on tariff rate
quotas is somewhat differentiated from
the G20 and Cairns Group. To a certain
extent the South African position is
reflected in that no broad based TRQ
expansion is required except in relation
to sensitive products. The last sentence
was important for the G20.

One stakeholder noted that tariff
quotas normally only benefit a
limited number of countries.
They seldom lead to increased
investment or a substantive
increase in production capacity
or economic opportunities in
competitive countries.
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taking into account deviations from
the tariff formula.
Other Elements
35. Other elements that will give the
flexibility required to reach a final
balanced result include reduction or
elimination of in-quota tariff rates,
and operationally effective
improvements in tariff quota
administration for existing tariff
quotas so as to enable Members,
and particularly developing country
Members, to fully benefit from the
market access opportunities under
tariff rate quotas.

South Africa does not support the
reduction or elimination of in-quota
tariff rates. South Africa has both
offensive and defensive interests here.
The reference to developing countries is
important.

36. Tariff escalation will be
addressed through a formula to be
agreed.

The effective addressing of tariff
escalation is one of the major objectives
for South Africa in the market access
pillar.

37. The issue of tariff simplification
remains under negotiation.

The G20 position is that all non ad
valorem tariffs shall be bound in their ad
valorem equivalent.

38. The question of the special
agricultural safeguard (SSG)
remains under negotiation.

South Africa supports the elimination of
the SSG at the beginning of the
implementation period. It believes that
this tool has been used by some
developed country members to the
detriment of developing countries.

Special and differential treatment
39. Having regard to their rural
development, food security and/or
livelihood security needs, special
and differential treatment for
developing countries will be an
integral part of all elements of the
negotiation, including the tariff
reduction formula, the number and
treatment of sensitive products,
expansion of tariff rate quotas, and
implementation period.

South Africa supports this reference and
the expanded language referring to
“livelihood security”.

40. Proportionality will be achieved
by requiring lesser tariff reduction
commitments or tariff quota
expansion commitments from
developing country Members.

South Africa firmly supports the concept
of proportionality.

41. Developing country Members
will have the flexibility to designate
an appropriate number of products
as Special Products, based on
criteria of food security, livelihood
security and rural development
needs. These products will be
eligible for more flexible treatment.
The criteria and treatment of these
products will be further specified

This is an important provision for
developing countries. South Africa is
not opposed to the concept of Special
Products but is cautious about its
indiscriminate use. This is of particular
concern for inter-African trade. South
Africa supports the decision at the Hong
Kong Ministerial to allow developing
countries to self-designate Special
Products.
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Stakeholders are keen to see that
the definition of special products
is not limited in a way that would
exclude South Africa from using
this provision to protect a
number of vulnerable sectors.

during the negotiation phase and
will recognize the fundamental
importance of Special Products to
developing countries.
42. A Special Safeguard
Mechanism (SSM) will be
established for use by developing
country Members.

South Africa supports the creation of a
SSM for developing countries but
would like to consider the conditions
under which it is to be used. Again this
of particular concern with regard to
inter-African trade.

43. Full implementation of the
long-standing commitment to
achieve the fullest liberalisation of
trade in tropical agricultural
products and for products of
particular importance to the
diversification of production from
the growing of illicit narcotic crops
is overdue and will be addressed
effectively in the market access
negotiations.

Position unknown.

44. The importance of longstanding preferences is fully
recognised. The issue of preference
erosion will be addressed. For the
further consideration in this regard,
paragraph 16 and other relevant
provisions of TN/AG/W/1/Rev.1
will be used as a reference.

South Africa agrees that preference
erosion needs to be addressed for those
developing countries that are reliant on
preferences. It however does not
support the long-term use of preferences
as a tool for economic development. It
would prefer to see developing
countries encouraged to improve the
competitiveness of their industries
through other means, such as capacity
building and greater liberalisation of
developed country markets. South
Africa is in favour of a package to
address the adjustment costs for those
countries who are most reliant on
preferences.

LEAST- DEVELOPED
COUNTRIES
45. Least-Developed Countries,
which will have full access to all
special and differential treatment
provisions above, are not required
to undertake reduction
commitments. Developed
Members, and developing country
Members in a position to do so,
should provide duty-free and quotafree market access for products
originating from least-developed
countries.

South Africa supports the provision of
duty-free and quota-free market access
for LDCs. This was clearly expressed in
the declaration made by all developing
country members of the WTO at the
Hong Kong Ministerial.

46. Work on cotton under all the
pillars will reflect the vital
importance of this sector to certain
LDC Members and we will work to
achieve ambitious results
expeditiously.

Refer comments above on cotton
initiative.

IBSA Streategy for WTO Agriculture Negotiations  111

RECENTLY ACCEDED
MEMBERS
47. The particular concerns of
recently acceded Members will be
effectively addressed through
specific flexibility provisions.

South Africa supports flexibility for
recently acceded members and
recognises that some RAMs, including
China, have already made considerable
concessions in their accession
negotiations/

MONITORING AND
SURVEILLANCE
48. Article 18 of the Agreement on
Agriculture will be amended with
a view to enhancing monitoring so
as to effectively ensure full
transparency, including through
timely and complete notifications
with respect to the commitments
in market access, domestic support
and export competition. The
particular concerns of developing
countries in this regard will be
addressed.

South Africa is in favour of an
improvement of disciplines for
monitoring and surveillance.

OTHER ISSUES
49. Issues of interest but not
agreed: sectoral initiatives,
differential export taxes, GIs.

South Africa is generally not
supportive of these issues being added
to the Doha Development Agenda and
has concerns regarding GIs.

50. Disciplines on export
prohibitions and restrictions in
Article 12.1 of the Agreement on
Agriculture will be strengthened.

Position unknown.
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The failure to mention the peace
clause was noted by some
stakeholders. It was believed that
the expiry of the peace clause was
a missed opportunity.

Recommendations
SA is in a unique position in respect of the negotiations on agricultural trade at the WTO. It is an
influential member of three of the key coalitions involved in the negotiations: the G20, the African
Group, and the Cairns Group. It there- fore has a good understanding of the concerns of a wide
cross-section of WTO members. It could use this knowledge to pursue a result which is in line with
its domestic concerns, as well as realistic in the context of the multilateral system. In order to do so,
it must first get its own house in order. Thus the first recommendation of this study is that more
information should be released about the WTO agriculture negotiations and SA’s positions. One
easy way of doing this would be to improve the DTI’s website. This may help to spark a higher level
of involvement by stakeholders.
The second recommendation also relates to the interaction between SA officials and stakeholders.
The Agriculture Trade Forum is an excellent initiative, and seems to work fairly well. However,
there seems to be space for more technical discussions in the forum, accompanied by broader
consultations with other stakeholders who do not participate in it. Again, this could be done relatively
easily by organising quarterly briefing sessions by trade negotiators, or publishing an electronic
newsletter. A joint research agenda could be pursued, with the assistance of academics and others
working in this area.
As regards policy, it is recommended that SA devote some resources to a more detailed consideration
of its specific interests in the WTO negotiations. It was not possible to discuss all the SA positions
in great depth with officials, but it does appear that SA has not yet identified the specific sectors or
products in which it has or interests. The focus to date seems to have been on achieving general
goals participating constructively in the groups, especially the G20, to which SA belongs. The first
two recommendations may assist in this regard, as wider consultation will yield more information
about the specific concerns of the SA agricultural industry and stakeholders. For example, some
stakeholders expressed concern that current SA trade policy would not benefit its many small farmers,
and may in fact even disadvantage them in the short term. This needs to be considered, and the
potential impact of specific policies on the entire agricultural sector must be taken into account.
Besides deepening its positions on certain aspects of the negotiations, it is recommended that SA
should also pay intensive attention to areas in which it could play a strategic role, notably preferences
and food aid. As a member of the African Group, SA has the ability to contribute to the formulation
of the approach taken by a number of the key proponents on the issue of preferences. SA could
therefore consider possible consensus outcomes that accommodate all members. Food aid is another
issue on which SA should develop a firmer line. SA officials have already done work on development
concerns,21 and this could be expanded into more concrete proposals for the negotiations following
the Hong Kong Ministerial on effective disciplines for in-kind food aid, monetisation, and re-export.
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ANNEX A: JULY FRAMEWORK (Annex A)
Framework for Establishing Modalities in Agriculture
1. The starting point for the current phase of the agriculture negotiations has been the mandate set
out in Paragraph 13 of the Doha Ministerial Declaration. This in turn built on the long-term
objective of the Agreement on Agriculture to establish a fair and market-oriented trading system
through a programme of fundamental reform. The elements below offer the additional precision
required at this stage of the negotiations and thus the basis for the negotiations of full modalities
in the next phase. The level of ambition set by the Doha mandate will continue to be the basis for
the negotiations on agriculture.
2. The final balance will be found only at the conclusion of these subsequent negotiations and
within the Single Undertaking. To achieve this balance, the modalities to be developed will need
to incorporate operationally effective and meaningful provisions for special and differential
treatment for developing country Members. Agriculture is of critical importance to the economic
development of developing country Members and they must be able to pursue agricultural policies
that are supportive of their development goals, poverty reduction strategies, food security and
livelihood concerns. Non-trade concerns, as referred to in Paragraph 13 of the Doha Declaration,
will be taken into account.
3. The reforms in all three pillars form an interconnected whole and must be approached in a balanced
and equitable manner.
4. The General Council recognizes the importance of cotton for a certain number of countries and
its vital importance for developing countries, especially LDCs. It will be addressed ambitiously,
expeditiously, and specifically, within the agriculture negotiations. The provisions of this
framework provide a basis for this approach, as does the sectoral initiative on cotton. The Special
Session of the Committee on Agriculture shall ensure appropriate prioritization of the cotton
issue independently from other sectoral initiatives. A subcommittee on cotton will meet
periodically and report to the Special Session of the Committee on Agriculture to review progress.
Work shall encompass all trade-distorting policies affecting the sector in all three pillars of market
access, domestic support, and export competition, as specified in the Doha text and this Framework
text.
5. Coherence between trade and development aspects of the cotton issue will be pursued as set out
in paragraph 1.b of the text to which this Framework is annexed.
Domestic support
6. The Doha Ministerial Declaration calls for “substantial reductions in trade-distorting domestic
support”. With a view to achieving these substantial reductions, the negotiations in this pillar
will ensure the following:
• Special and differential treatment remains an integral component of domestic support.
Modalities to be developed will include longer implementation periods and lower reduction
coefficients for all types of trade-distorting domestic support and continued access to the
provisions under Article 6.2.
• There will be a strong element of harmonization in the reductions made by developed Members.
Specifically, higher levels of permitted trade-distorting domestic support will be subject to
deeper cuts.
• Each such Member will make a substantial reduction in the overall level of its trade-distorting
support from bound levels.
• As well as this overall commitment, Final Bound Total AMS and permitted de minimis levels
will be subject to substantial reductions and, in the case of the Blue Box, will be capped as
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specified in paragraph 15 in order to ensure results that are coherent with the long-term reform
objective. Any clarification or development of rules and conditions to govern trade distorting
support will take this into account.
Overall Reduction: A Tiered Formula
7. The overall base level of all trade-distorting domestic support, as measured by the Final Bound
Total AMS plus permitted de minimis level and the level agreed in paragraph 8 below for Blue
Box payments, will be reduced according to a tiered formula. Under this formula, Members
having higher levels of trade-distorting domestic support will make greater overall reductions in
order to achieve a harmonizing result. As the first installment of the overall cut, in the first year
and throughout the implementation period, the sum of all trade-distorting support will not exceed
80 per cent of the sum of Final Bound Total AMS plus permitted de minimis plus the Blue Box at
the level determined in paragraph 15.
8. The following parameters will guide the further negotiation of this tiered formula:
• This commitment will apply as a minimum overall commitment. It will not be applied as a
ceiling on reductions of overall trade-distorting domestic support, should the separate and
complementary formulae to be developed for Total AMS, de minimis and Blue Box payments
imply, when taken together, a deeper cut in overall trade-distorting domestic support for an
individual Member.
• The base for measuring the Blue Box component will be the higher of existing Blue Box
payments during a recent representative period to be agreed and the cap established in paragraph
15 below.
Final Bound Total AMS: A Tiered Formula
9. To achieve reductions with a harmonizing effect:
• Final Bound Total AMS will be reduced substantially, using a tiered approach.
• Members having higher Total AMS will make greater reductions.
• To prevent circumvention of the objective of the Agreement through transfers of unchanged
domestic support between different support categories, product-specific AMSs will be capped
at their respective average levels according to a methodology to be agreed.
• Substantial reductions in Final Bound Total AMS will result in reductions of some productspecific support.
10.Members may make greater than formula reductions in order to achieve the required level of cut
in overall trade-distorting domestic support.
De Minimis
11.Reductions in de minimis will be negotiated taking into account the principle of special and
differential treatment. Developing countries that allocate almost all de minimis support for
subsistence and resource-poor farmers will be exempt.
12.Members may make greater than formula reductions in order to achieve the required level of cut
in overall trade-distorting domestic support.
Blue Box
13.Members recognize the role of the Blue Box in promoting agricultural reforms. In this light,
Article 6.5 will be reviewed so that Members may have recourse to the following measures:
• Direct payments under production-limiting programmes if:
o such payments are based on fixed and unchanging areas and yields; or
o such payments are made on 85% or less of a fixed and unchanging base level of production;
or
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•

o livestock payments are made on a fixed and unchanging number of head.
Or
Direct payments that do not require production if:
o such payments are based on fixed and unchanging bases and yields; or
o livestock payments made on a fixed and unchanging number of head; and
o such payments are made on 85% or less of a fixed and unchanging base level of production.

14.The above criteria, along with additional criteria will be negotiated. Any such criteria will ensure
that Blue Box payments are less trade-distorting than AMS measures, it being understood that:
• Any new criteria would need to take account of the balance of WTO rights and obligations.
• Any new criteria to be agreed will not have the perverse effect of undoing ongoing reforms.
15.Blue Box support will not exceed 5% of a Member’s average total value of agricultural production
during an historical period. The historical period will be established in the negotiations. This
ceiling will apply to any actual or potential Blue Box user from the beginning of the implementation
period. In cases where a Member has placed an exceptionally large percentage of its trade-distorting
support in the Blue Box, some flexibility will be provided on a basis to be agreed to ensure that
such a Member is not called upon to make a wholly disproportionate cut.
Green Box
16.Green Box criteria will be reviewed and clarified with a view to ensuring that Green Box measures
have no, or at most minimal, trade-distorting effects or effects on production. Such a review and
clarification will need to ensure that the basic concepts, principles and effectiveness of the Green
Box remain and take due account of non-trade concerns. The improved obligations for monitoring
and surveillance of all new disciplines foreshadowed in paragraph 48 below will be particularly
important with respect to the Green Box.
Export Competition
The Doha Ministerial Declaration calls for “reduction of, with a view to phasing out, all forms of
export subsidies”. As an outcome of the negotiations, Members agree to establish detailed modalities
ensuring the parallel elimination of all forms of export subsidies and disciplines on all export measures
with equivalent effect by a credible end date.
End Point
18.The following will be eliminated by the end date to be agreed:
• Export subsidies as scheduled.
• Export credits, export credit guarantees or insurance programmes with repayment periods
beyond 180 days.
• Terms and conditions relating to export credits, export credit guarantees or insurance
programmes with repayment periods of 180 days and below which are not in accordance with
disciplines to be agreed. These disciplines will cover, inter alia, payment of interest, minimum
interest rates, minimum premium requirements, and other elements which can constitute
subsidies or otherwise distort trade.
• Trade distorting practices with respect to exporting STEs including eliminating export subsidies
provided to or by them, government financing, and the underwriting of losses. The issue of
the future use of monopoly powers will be subject to further negotiation.
• Provision of food aid that is not in conformity with operationally effective disciplines to be
agreed. The objective of such disciplines will be to prevent commercial displacement. The
role of international organizations as regards the provision of food aid by Members, including
related humanitarian and developmental issues, will be addressed in the negotiations. The
question of providing food aid exclusively in fully grant form will also be addressed in the
negotiations.
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19.Effective transparency provisions for paragraph 18 will be established. Such provisions, in
accordance with standard WTO practice, will be consistent with commercial confidentiality
considerations.
Implementation
20.Commitments and disciplines in paragraph 18 will be implemented according to a schedule and
modalities to be agreed. Commitments will be implemented by annual installments. Their phasing
will take into account the need for some coherence with internal reform steps of Members.
21.The negotiation of the elements in paragraph 18 and their implementation will ensure equivalent
and parallel commitments by Members.
Special and Differential Treatment
22.Developing country Members will benefit from longer implementation periods for the phasing
out of all forms of export subsidies.
23.Developing countries will continue to benefit from special and differential treatment under the
provisions of Article 9.4 of the Agreement on Agriculture for a reasonable period, to be negotiated,
after the phasing out of all forms of export subsidies and implementation of all disciplines identified
above are completed.
24.Members will ensure that the disciplines on export credits, export credit guarantees or insurance
programs to be agreed will make appropriate provision for differential treatment in favour of
least-developed and net food-importing developing countries as provided for in paragraph 4 of
the Decision on Measures Concerning the Possible Negative Effects of the Reform Programme
on Least-Developed and Net Food-Importing Developing Countries. Improved obligations for
monitoring and surveillance of all new disciplines as foreshadowed in paragraph 48 will be
critically important in this regard. Provisions to be agreed in this respect must not undermine the
commitments undertaken by Members under the obligations in paragraph 18 above.
25.STEs in developing country Members which enjoy special privileges to preserve domestic
consumer price stability and to ensure food security will receive special consideration for
maintaining monopoly status.
Special Circumstances
26.In exceptional circumstances, which cannot be adequately covered by food aid, commercial export
credits or preferential international financing facilities, ad hoc temporary financing arrangements
relating to exports to developing countries may be agreed by Members. Such agreements must
not have the effect of undermining commitments undertaken by Members in paragraph 18 above,
and will be based on criteria and consultation procedures to be established.
Market Access
27.The Doha Ministerial Declaration calls for “substantial improvements in market access”. Members
also agreed that special and differential treatment for developing Members would be an integral
part of all elements in the negotiations.
The Single Approach: a Tiered Formula
28.To ensure that a single approach for developed and developing country Members meets all the
objectives of the Doha mandate, tariff reductions will be made through a tiered formula that
takes into account their different tariff structures.
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29.To ensure that such a formula will lead to substantial trade expansion, the following principles
will guide its further negotiation:
• Tariff reductions will be made from bound rates. Substantial overall tariff reductions will be
achieved as a final result from negotiations.
• Each Member (other than LDCs) will make a contribution. Operationally effective special
and differential provisions for developing country Members will be an integral part of all
elements.
• Progressivity in tariff reductions will be achieved through deeper cuts in higher tariffs with
flexibilities for sensitive products. Substantial improvements in market access will be achieved
for all products.
30.The number of bands, the thresholds for defining the bands and the type of tariff reduction in
each band remain under negotiation. The role of a tariff cap in a tiered formula with distinct
treatment for sensitive products will be further evaluated.
Sensitive Products
Selection
31.Without undermining the overall objective of the tiered approach, Members may designate an
appropriate number, to be negotiated, of tariff lines to be treated as sensitive, taking account of
existing commitments for these products.
Treatment
32.The principle of ‘substantial improvement’ will apply to each product.
33.‘Substantial improvement’ will be achieved through combinations of tariff quota commitments
and tariff reductions applying to each product. However, balance in this negotiation will be
found only if the final negotiated result also reflects the sensitivity of the product concerned.
34.Some MFN-based tariff quota expansion will be required for all such products. A base for such
an expansion will be established, taking account of coherent and equitable criteria to be developed
in the negotiations. In order not to undermine the objective of the tiered approach, for all such
products, MFN based tariff quota expansion will be provided under specific rules to be negotiated
taking into account deviations from the tariff formula.
Other Elements
35.Other elements that will give the flexibility required to reach a final balanced result include
reduction or elimination of in-quota tariff rates, and operationally effective improvements in
tariff quota administration for existing tariff quotas so as to enable Members, and particularly
developing country Members, to fully benefit from the market access opportunities under tariff
rate quotas.
36.Tariff escalation will be addressed through a formula to be agreed.
37.The issue of tariff simplification remains under negotiation.
38.The question of the special agricultural safeguard (SSG) remains under negotiation.
Special and differential treatment
39.Having regard to their rural development, food security and/or livelihood security needs, special
and differential treatment for developing countries will be an integral part of all elements of the
negotiation, including the tariff reduction formula, the number and treatment of sensitive products,
expansion of tariff rate quotas, and implementation period.
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40.Proportionality will be achieved by requiring lesser tariff reduction commitments or tariff quota
expansion commitments from developing country Members.
41.Developing country Members will have the flexibility to designate an appropriate number of
products as Special Products, based on criteria of food security, livelihood security and rural
development needs. These products will be eligible for more flexible treatment. The criteria and
treatment of these products will be further specified during the negotiation phase and will recognize
the fundamental importance of Special Products to developing countries.
42.A Special Safeguard Mechanism (SSM) will be established for use by developing country
Members.
43.Full implementation of the long-standing commitment to achieve the fullest liberalisation of
trade in tropical agricultural products and for products of particular importance to the
diversification of production from the growing of illicit narcotic crops is overdue and will be
addressed effectively in the market access negotiations.
44.The importance of long-standing preferences is fully recognised. The issue of preference erosion
will be addressed. For the further consideration in this regard, paragraph 16 and other relevant
provisions of TN/AG/W/1/Rev.1 will be used as a reference.
Least- Developed Countries
45.Least-Developed Countries, which will have full access to all special and differential treatment
provisions above, are not required to undertake reduction commitments. Developed Members,
and developing country Members in a position to do so, should provide duty-free and quota-free
market access for products originating from least-developed countries.
46.Work on cotton under all the pillars will reflect the vital importance of this sector to certain LDC
Members and we will work to achieve abitious results expeditiously.
Recently Acceded Members
47.The particular concerns of recently acceded Members will be effectively addressed through specific
flexibility provisions.
Monitoring and Surveillance
48.Article 18 of the Agreement on Agriculture will be amended with a view to enhancing monitoring
so as to effectively ensure full transparency, including through timely and complete notifications
with respect to the commitments in market access, domestic support and export competition. The
particular concerns of developing countries in this regard will be addressed.
Other Issues
49.Issues of interest but not agreed: sectoral initiatives, differential export taxes, GIs.
50.Disciplines on export prohibitions and restrictions in Article 12.1 of the Agreement on Agriculture
will be strengthened.
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ANNEX B: LIST OF STAKEHOLDERS
Farmer Organisations
• Agri South Africa (meeting held)
• National African Farmers’ Union (send copy of draft)
• Transvaal Agricultural Union (send copy of draft)
• Business Unity South Africa (send copy of draft)
Agricultural Business Houses
• Agricultural Business Chamber (send copy of draft)
• National Agricultural Marketing Council (send copy of draft)
• Cotton SA (send copy of draft)
• South African Sugar Association (send copy of draft)
Consumer Groups and Other Civil Society Organisations (especially women groups)
• SA Foundation (send copy of draft)
• Oxfam (meeting held)
• Seatini (send copy of draft)
• Human Rights Commission (meeting held)
• Emezat Hailu (send copy of draft)
Studying women in trade policy
• Women in International Trade South Africa (send copy of draft)
Bodies Representing Agriculture Labourers
• COSATU – Food and Allied Workers Union, South African Agricultural Plantation and Allied
Workers Union (meeting held)
Government Officials
• Xavier Carim (meeting held)
Chief Director: Trade Policy and Negotiations
International Trade and Economic Development Division
Department of Trade and Industry
• Attie Swart and Gerda van Dijk (meeting held)
National Department of Agriculture
• Brendan Vickers (meeting held)
Presidency
• Theo Malherbe (meeting held)
Economic Policy & Programming
Department of Foreign Affairs
WTO Experts (researchers, academics)
• TIPS (meeting held)
• Trade Law Centre (send copy of draft)
• Professor Loretta Ferris (meeting held)
Department of Public Law
Faculty of Law
University of Pretoria
• Professor Johan Kirsten (send copy of draft)
University of Pretoria
• Rashid Cassim (send copy of draft)
Wits University
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ANNEX C: BACKGROUND NOTE ON THE WTO AGREEMENT ON AGRICULTURE
From the WTO website – http://www.wto.org
Agreement on Agriculture
The negotiations have resulted in four main portions of the Agreement; the Agreement on Agriculture
itself; the concessions and commitments Members are to undertake on market access, domestic
support and export subsidies; the Agreement on Sanitary and Phytosanitary Measures; and the
Ministerial Decision concerning Least-Developed and Net Food-Importing Developing countries.
Overall, the results of the negotiations provide a framework for the long-term reform of agricultural
trade and domestic policies over the years to come. It makes a decisive move towards the objective
of increased market orientation in agricultural trade. The rules governing agricultural trade are
strengthened which will lead to improved predictability and stability for importing and exporting
countries alike.
The agricultural package also addresses many other issues of vital economic and political importance
to many Members. These include provisions that encourage the use of less trade-distorting domestic
support policies to maintain the rural economy, that allow actions to be taken to ease any adjustment
burden, and also the introduction of tightly prescribed provisions that allow some flexibility in the
implementation of commitments. Specific concerns of developing countries have been addressed
including the concerns of net-food importing countries and least-developed countries.
The agricultural package provides for commitments in the area of market access, domestic support
and export competition. The text of the Agricultural Agreement is mirrored in the GATT Schedules
of legal commitments relating to individual countries (see above).
In the area of market access, non-tariff border measures are replaced by tariffs that provide
substantially the same level of protection. Tariffs resulting from this “tariffication” process, as well
as other tariffs on agricultural products, are to be reduced by an average 36 per cent in the case of
developed countries and 24 per cent in the case of developing countries, with minimum reductions
for each tariff line being required. Reductions are to be undertaken over six years in the case of
developed countries and over ten years in the case of developing countries. Least-developed countries
are not required to reduce their tariffs.
The tariffication package also provides for the maintenance of current access opportunities and the
establishment of minimum access tariff quotas (at reduced-tariff rates) where current access is less
than 3 per cent of domestic consumption. These minimum access tariff quotas are to be expanded to
5 per cent over the implementation period. In the case of “tariffied” products “special safeguard”
provisions will allow additional duties to be applied in case shipments at prices denominated in
domestic currencies below a certain reference level or in case of a surge of imports. The trigger in
the safeguard for import surges depends on the “import penetration” currently existing in the market,
i.e. where imports currently make up a large proportion of consumption, the import surge required to
trigger the special safeguard action is lower.
Domestic support measures that have, at most, a minimal impact on trade (“green box” policies) are
excluded from reduction commitments. Such policies include general government services, for
example in the areas of research, disease control, infrastructure and food security. It also includes
direct payments to producers, for example certain forms of “decoupled” (from production) income
support, structural adjustment assistance, direct payments under environmental programmes and
under regional assistance programmes.
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In addition to the green box policies, other policies need not be included in the Total Aggregate
Measurement of Support (Total AMS) reduction commitments. These policies are direct payments
under production-limiting programmes, certain government assistance measures to encourage
agricultural and rural development in developing countries and other support which makes up only
a low proportion (5 per cent in the case of developed countries and 10 per cent in the case of
developing countries) of the value of production of individual products or, in the case of non-productspecific support, the value of total agricultural production.
The Total AMS covers all support provided on either a product-specific or non-product-specific
basis that does not qualify for exemption and is to be reduced by 20 per cent (13.3 per cent for
developing countries with no reduction for least-developed countries) during the implementation
period.
Members are required to reduce the value of mainly direct export subsidies to a level 36 per cent
below the 1986-90 base period level over the six-year implementation period, and the quantity of
subsidised exports by 21 per cent over the same period. In the case of developing countries, the
reductions are two-thirds those of developed countries over a ten-year period (with no reductions
applying to the least-developed countries) and subject to certain conditions, there are no commitments
on subsidies to reduce the costs of marketing exports of agricultural products or internal transport
and freight charges on export shipments. Where subsidised exports have increased since the 198690 base period, 1991-92 may be used, in certain circumstances, as the beginning point of reductions
although the end-point remains that based on the 1986-90 base period level. The Agreement on
Agriculture provides for some limited flexibility between years in terms of export subsidy reduction
commitments and contains provisions aimed at preventing the circumvention of the export subsidy
commitments and sets out criteria for food aid donations and the use of export credits.
“Peace” provisions within the agreement include: an understanding that certain actions available
under the Subsidies Agreement will not be applied with respect to green box policies and domestic
support and export subsidies maintained in conformity with commitments; an understanding that
“due restraint” will be used in the application of countervailing duty rights under the General
Agreement; and setting out limits in terms of the applicability of nullification or impairment actions.
These peace provisions will apply for a period of 9 years.
The agreement sets up a committee that will monitor the implementation of commitments, and also
monitor the follow-up to the Decision on Measures Concerning the Possible Negative Effects of the
Reform Programme on Least-Developed and Net Food-Importing Developing Countries.
The package is conceived as part of a continuing process with the long-term objective of securing
substantial progressive reductions in support and protection. In this light, it calls for further
negotiations in the fifth year of implementation which, along with an assessment of the first five
years, would take into account non-trade concerns, special and differential treatment for developing
countries, the objective to establish a fair and market-oriented agricultural trading system and other
concerns and objectives noted in the preamble to the agreement.
Agreement on Sanitary and Phytosanitary Measures Back to top
This agreement concerns the application of sanitary and phytosanitary measures — in other words
food safety and animal and plant health regulations. The agreement recognises that governments
have the right to take sanitary and phytosanitary measures but that they should be applied only to the
extent necessary to protect human, animal or plant life or health and should not arbitrarily or
unjustifiably discriminate between Members where identical or similar conditions prevail.
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In order to harmonize sanitary and phytosanitary measures on as wide a basis as possible, Members
are encouraged to base their measures on international standards, guidelines and recommendations
where they exist. However, Members may maintain or introduce measures which result in higher
standards if there is scientific justification or as a consequence of consistent risk decisions based on
an appropriate risk assessment. The Agreement spells out procedures and criteria for the assessment
of risk and the determination of appropriate levels of sanitary or phytosanitary protection.
It is expected that Members would accept the sanitary and phytosanitary measures of others as
equivalent if the exporting country demonstrates to the importing country that its measures achieve
the importing country’s appropriate level of health protection. The agreement includes provisions
on control, inspection and approval procedures.
Decision on Measures Concerning the Possible Negative Effects of the Reform Programme on
Least-Developed and Net Food-Importing Developing Countries
It is recognized that during the reform programme least-developed and net food-importing developing
countries may experience negative effects with respect to supplies of food imports on reasonable
terms and conditions. Therefore, a special Decision sets out objectives with regard to the provision
of food aid, the provision of basic foodstuffs in full grant form and aid for agricultural development.
It also refers to the possibility of assistance from the International Monetary Fund and the World
Bank with respect to the short-term financing of commercial food imports. The Committee of
Agriculture, set up under the Agreement on Agriculture, monitors the follow-up to the Decision.

ANNEX D: BACKGROUND NOTE ON DOMESTIC SUPPORT AND “THE BOXES”
From the WTO website – http://www.wto.org
1 October 2002
Domestic support in agriculture
The boxes
In WTO terminology, subsidies in general are identified by “boxes” which are given the colours of
traffic lights: green (permitted), amber (slow down — i.e. be reduced), red (forbidden). In agriculture,
things are, as usual, more complicated. The Agriculture Agreement has no red box, although domestic
support exceeding the reduction commitment levels in the amber box is prohibited; and there is a
blue box for subsidies that are tied to programmes that limit production. There are also exemptions
for developing countries (sometimes called an “S&D box”, including provisions in Article 6.2 of the
agreement).
Amber box
All domestic support measures considered to distort production and trade (with some exceptions)
fall into the amber box, which is defined in Article 6 of the Agriculture Agreement as all domestic
supports except those in the blue and green boxes. These include measures to support prices, or
subsidies directly related to production quantities. These supports are subject to limits: “de minimis”
minimal supports are allowed (5% of agricultural production for developed countries, 10% for
developing countries); the 30 WTO members that had larger subsidies than the de minimis levels at
the beginning of the post-Uruguay Round reform period are committed to reduce these subsidies.
The reduction commitments are expressed in terms of a “Total Aggregate Measurement of Support”
(Total AMS) which includes all supports for specified products together with supports that are not
for specific products, in one single figure. In the current negotiations, various proposals deal with
how much further these subsidies should be reduced, and whether limits should be set for specific
products rather than continuing with the single overall “aggregate” limits. In the Agriculture
Agreement, AMS is defined in Article 1 and Annexes 3 and 4.
Blue box
This is the “amber box with conditions” — conditions designed to reduce distortion. Any support
that would normally be in the amber box, is placed in the blue box if the support also requires
farmers to limit production (details set out in Paragraph 5 of Article 6 of the Agriculture Agreement).
At present there are no limits on spending on blue box subsidies. In the current negotiations, some
countries want to keep the blue box as it is because they see it as a crucial means of moving away
from distorting amber box subsidies without causing too much hardship. Others wanted to set limits
or reduction commitments, some advocating moving these supports into the amber box.
Green box
The green box is defined in Annex 2 of the Agriculture Agreement. In order to qualify, green box
subsidies must not distort trade, or at most cause minimal distortion (paragraph 1). They have to be
government-funded (not by charging consumers higher prices) and must not involve price support.
They tend to be programmes that are not targeted at particular products, and include direct income
supports for farmers that are not related to (are “decoupled” from) current production levels or
prices. They also include environmental protection and regional development programmes. “Green
box” subsidies are therefore allowed without limits, provided they comply with the policy-specific
criteria set out in Annex 2. In the current negotiations, some countries argue that some of the subsidies
listed in Annex 2 might not meet the criteria of the annex’s first paragraph — because of the large
amounts paid, or because of the nature of these subsidies, the trade distortion they cause might be
more than minimal. Among the subsidies under discussion here are: direct payments to producers

(paragraph 5), including decoupled income support (paragraph 6), and government financial support
for income insurance and income safety-net programmes (paragraph 7), and other paragraphs. Some
other countries take the opposite view — that the current criteria are adequate, and might even need
to be made more flexible to take better account of non-trade concerns such as environmental protection
and animal welfare.
More:
http://www.wto.org/english/tratop_e/agric_e/agric_e.htm and
http://www.wto.org/english/tratop_e/agric_e/negoti_e.htm
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SECTION III
POSITIONS OF SELECT OTHER
COUNTRIES: AUSTRALIA, CHINA,
EU AND USA
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1. Introduction
The formation of the G-20 developing countries’ negotiating coalition shortly prior to the Cancun
Ministerial meeting of the World Trade Organisation (WTO) in 2003 was unanticipated but welcomed
by Australia. In the Uruguay Round negotiations, Australia had established the Cairns Group to
push for agricultural liberalisation though the initiative had limited success. The advocacy role for
farm liberalisation in the Doha Round of the WTO has been assumed by the G-20 and given the
importance of this sector to the Australian economy, it is understandable that Australia, after some
initial misgivings, welcomed its formation and its subsequent ability to project a relatively united
and cohesive voice in trade negotiations. Australian respondents did, however, point out the differences
among the various members of the G-20, for instance, India had extensive protectionist measures
and tended to be more defensive compared to Latin American countries, including Brazil, which
were more aggressive/offensive in their pursuit for liberalisation. Overall, the impression of the G20 and its activities is extremely positive, including in particular the leadership role of the Brazilian
government (Brazil is also a member of the 18 country Cairns Group led by Australia).
Agriculture is an important economic sector in Australia, employing around 375,000 people (four
percent of the labour force) and contributing nearly four percent of the gross domestic product
(GDP). In spite of huge importance of agricultural production, its relative share to the GDP has been
declining like other Organisation for Economic Development (OECD) nations (Productivity
Commission, 2005). Nevertheless, historically, agriculture played a major role in nation building
and it is still considered as the backbone of Australia. It’s share in total Australian exports adds
weight in determining Australian economic prosperity. The National Farmers Federation (NFF), a
farmers’ lobby group, plays an important role in agricultural policy making in Australia and the
farm sector is well represented in the National Parliament through the National Party, a rural-based
political party that is also a member of the coalition government.
2. Main Features of Australian Agriculture
Australian agriculture may be divided into two categories:
• Broadacre industries
• Other industries
Broadacre Industries include combined grain-livestock farming, grain farming, sheep farming, beef
cattle farming and sheep-beef farming etc. Other industries include pig farming, grape growing,
dairy cattle farming and so on. According to the Agricultural Census conducted by the Australian
Bureau of Statistics (ABS) in 2001, there were 96,670 broadacre farms spread all over Australia, of
which 24 percent were beef cattle farms, 12 percent combined grain-livestock farms and 11 percent
grain farms. Other Industries consist of 36 percent of the total farms in Australia (see Table 1).
Table 1: Number of Farms by Industry Classification, 2001
Broadacre industries
Number of farms
Grain-livestock farming
18,500
Grain farming
17,087
Sheep farming
14,891
Beef cattle farming
36,297
Sheep-beef farming
9,903
Other industries
54,471
All industries
151,149

%
12
11
10
24
7
36
100

Source: Phillips and Others 2005
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2.1 Agricultural Land Use
Agricultural land use data show that land use under crop production has been increasing since 1998.
The land under crops in 1998 was 21.5 million hectare, whereas in 2003 it was 23.6 million hectare
which is 57.1 percent of the total agricultural land.
2.2 Crop Production
In Australia, crops are produced in two main seasons: winter and summer. Winter crops include
wheat, barley, oats, canola, lupins, field peas, chickpea, faba beans and lentils. The winter crop
production heavily depends on rainfall and irrigation facilities, which are available during winter
months. The production varies significantly from year to year. For example, in 1995-96, total
production was 27.79 million tonne, in 2003-04 it increased to 40.27 million tonne. In recent years,
the lowest production was experienced in 2002-03 with only 17.40 million tonne, a reduction of
more than 100 percent from the previous year. The highest production hit the amount at 40.27
million tonne in 2003-04.
Summer crops of Australia include sorghum, rice, cottonseed, maize, sunflowers, soybeans, peanuts,
mungbeans and navy beans. The production of these crops is nowhere near to the winter crops in
quantity. In 1995-96, the total summer crops produced was 3.98 million tonne, it dropped to 3.49
million tonne in 2003-04. In recent years, the highest production was achieved at 5.29 million tonne
in 2000-01 and the lowest production was 2.87 million tonne in 2002-03. Table 2 presents five-year
averages of various crops in terms of area planted, yield and production.

Crops
Wheat
Barley
Oats
Canola
Sorghum
Rice
Lupins
Field peas
Lentils

Table 2: Major Crop Production in Australia, June 2005
Five-Year Average
Area Planted
Yield
Production
(000 hectare)
(tonne/hectare)
kilo tonne
11,882
1.79
21,399
3,484
1.88
6,530
762
1.63
1,216
1,401
1.22
1,697
688
2.77
1,878
114
8.65
982
1,066
1.12
1,183
347
1.12
382
129
1.24
155

Source Abare (2005)

2.3 Disposal of Major Crops: Domestic Use and Exports
The major Australian export crops are wheat, oilseeds, pulses and coarse grains. As mentioned
earlier the land use pattern under crops varies substantially from year-to-year due mainly to the lack
of rain. As a result, production and exports also vary. Tables 3 and 4 present a comprehensive
picture with regard to domestic use and exports of major crops. It appears that more than two-thirds
of wheat, oilseeds and pulses produced were exported in 2001 and 2004. In case of coarse grain, this
is only one half of the total production in 2001 and less than two-thirds of total production in 200304
.
Figure 1 provides a trend of agricultural exports vis-à-vis total exports from Australia. It is clear
that since 1996-97, the export share of agriculture has been declining and it dropped to almost eight
percent of total exports in 1999-00.
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Table 3: Production and Disposal of Australian Wheat, Oilseeds and Pulses,
2000-01 and 2003-04
Crops
2000-01
2003-04
(kilo tonne)
(kilo tonne)
Wheat:
Production
22,108
25,700
Domestic use
4,715
5,167
Exports
16,085
17,867
Exports percentage
73
70
Canola:
Production
1,775
1,622
Domestic use
286
419
Exports
1,392
1,202
Exports percentage
78
74
Lupins:
Production
1,055
953
Domestic use
546
462
Exports
714
430
Exports percentage
68
45
Source: Abare (2005)

Table 4: Production and Disposal of Australian Coarse Grains (barley, oats,
triticale, crain sorghum, maize) 2000-01 and 2003-04
Total Coarse Grain
2000-01
2003-04
(kilo tonne)
(kilo tonne)
Production
10,913
13,166
Domestic use
5,864
6,047
Exports
5,199
7,956
Exports percentage
48
60
Source Abare (2005)

Figure 1: Contribution of Agricultural Products to Total Exports
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2.4 Ranking of Agriculture out of the Primary Industry Values of Australia
Table 5 presents an interesting comparison between the crop values and the values of other sectors
of the primary industry. Wheat ranks second to cattle industry with a value of almost AUS$6.4bn
and barley comes fourth (AUS$1.4bn). In the case of wheat, 70 percent of the total production is
exported, while 80 percent of barley is exported (2003-04). Both these products have major
implications for Australia which is linked to the outcome of the Doha Round of agricultural
negotiations.
Table 5: Top Ten Primary Industry Products in Australia by Value
Rank
Primary product
Value in AUD millions
1
Cattle and calves
6 617
2
Wheat
6 356
3
Milk
3 717
4
Barley
1 344
5
Lambs
1 181
6
Poultry meat
1 175
7
Wine grapes
1 355
8
Sugarcane
989
9
Pigs
968
10
Rapeseed
675
3. The Doha Development Round
The Doha Development Round (DDR) of the WTO commenced in 2001. Not all the developing
countries were keen to commence fresh negotiations when implementation of the Uruguay Round
was still incomplete. In return for their acquiescence, developing countries were promised significant
improvements in trade sectors that were important to their developmental aspirations. This included
significant liberalisation of agriculture trade. At Doha (capital city of Qatar), all Members of the
WTO agreed upon a far-reaching mandate for agricultural trade reform in addition to other mandates.
Ministers committed to negotiations aimed at: ‘substantial improvements in market access; reductions
of (with a view to phasing out) all forms of export subsidies; and substantial reductions in trade
distorting domestic support’1 The Cairns Group, a coalition of 18 agricultural exporting nations
chaired by Australia, played a key role in framing this mandate and has continued to work since, to
press the WTO membership to step up and meet the ambition of the Doha mandate2 .
The initial promise and rhetoric, however, failed to match developing countries’ expectation with
corresponding developed countries’ offer of concessions. After a few failed Ministerial meetings
between 2001 and 2004, the WTO General Council adopted the ‘July Framework’ agreement on
August 1, 2004 to move the negotiations (that had been stalled following the collapse of the Cancun
Ministerial meeting in 2003) forward. This agreement establishes some common understanding and
preliminary commitments on liberalising the agricultural sector and is expected to be the central
focus at the sixth Ministerial meeting of the WTO in Hong Kong during December 12-18, 2005.
One of the major decisions that came out from the ‘July Framework’ is an agreement to hold further
negotiations on agriculture among the Members of both developed and developing nations. This
section provides an illustration on the major issues involving agricultural negotiations to be
incorporated in the Hong Kong Ministerial Conference.
3.1 The Issues and Present Status
In the Doha mandate, as mentioned above, it is clear that the Member nations commit themselves to
comprehensive negotiations. This is aimed at achieving a meaningful trade reform in agriculture covering
market access, domestic support and export subsidies; also known as the three pillars of negotiations.
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3.1.1 Market Access
At present, agricultural products are protected only by tariffs (for rice) in WTO Member nations
except Chinese Taipei, Republic of Korea and the Philippines. There are also some non-tariff barriers
(NTBs) in the form of sanitary and phytosanitary (SPS) measures, technical barriers, balance of
payments (BoP) conditions and general safeguards. Except for the above, it is mandated that all
other NTBs have to be eliminated or converted into tariffs as a result of the Uruguay Round’s
‘tariffication’ measure.
In the Doha Round, the negotiations on existing tariff reduction involve mainly general tariffs, tariff
quotas, tariff quota administration etc., in two phases. In the first phase, discussion on tariffs covered
both tariffs on quantities within quotas and those outside. In the second phase of discussions, two
proposals emerged for tariff reduction in general. One, mainly, copying the Uruguay Round reduction
method and the other known as a ‘cocktail’ approach endorsing a flat rate percentage reduction for
all products3 The other, so-called ‘Swiss Formula’, suggests that there should be a steeper cuts on
higher tariffs, which was supported by the countries previously advocating the ‘cocktail’ approach.
One must note that the ‘Swiss Formula’ was first proposed by Switzerland in the Tokyo Round
negotiations in the 1970s for industrial tariff reduction. However, Switzerland does not support this
approach in the current agriculture negotiations.
The July Framework sets the scene for the next stage of the negotiation for market access, as one of
the three pillars. The framework suggests that the tariff reduction formula must subsume measures
to expand trade substantially. To achieve this goal, the issues that should be taken into consideration
include: single approach, tiered and progressive approach, reductions from bound rates, and
operationally effective special treatment for some products. Under a separate ruling, identification
of sensitive products (ISPs) is also considered.
3.1.2 Domestic Support
Domestic support is regarded as the second pillar of agricultural negotiations whereby many WTO
Members provide support in the form of subsidies to the producers. In WTO terminology, subsidies
in general are identified by ‘boxes’ representing colours.
The Domestic Support Boxes
Green: Subsidies are permitted under measures which are least trade distorting
Amber: Support under Amber Box are considered to be trade distorting and hence to be
reduced.
Red:
Subsidies are totally forbidden under Red Box. However, in agreement of agriculture,
there is not Red Box classification.
Blue:
Subsidies are allowed to the products under Blue Box, but there exists a limit to the
production of such products.
Negotiations on the issues of domestic supportare complex and need more discussion not the least
because subsidies remain a major domestic support measure for the three main parties, namely, US,
EU and Japan. In August 2004 Framework, the issues that became prominent included: (i) all
developed countries need to make substantial reduction in domestic support; (ii) the way to achieve
this will include reductions both in overall current ceilings and in two components – Amber Box and
de minimis support; and (iii) Blue Box supports will be capped. At the moment the Blue Box has no
limits. Additionally, developing countries will be allowed gentler cuts over longer periods, and will
continue to be allowed exemptions under Article 6.2 of the Agreement on Agricultural4
3.1.3 Export Subsidies and Competition
Under the export subsidy pillar, discussions have taken place in five separate headings:
• Export subsidies
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•
•
•
•

Export credit, guarantees and insurance
Food aid
Exporting state trading enterprises
Export restrictions and taxes.

August 2004 Framework states clearly that all forms of export subsidies will be eliminated by a
‘credible’ date5. In the next section, we will present an assessment of the Australian position in
respect to each of the three pillars of negotiations.
4. Australian Position: Economic Issues
Although agriculture represents less than five percent of GDP, it is of course, a critical sector for the
Australian economy. As maintained by the Department of Foreign Affairs and Trade (DFAT), “The
Australian farm sector has long had a strong export focus, with an average of around two thirds of
total production being exported. Over the last ten years, exports of agricultural goods, including
processed food and beverages, have grown significantly and in 2003 Australia accounted for 2.4
percent of all global agricultural exports. In 2004, agricultural products, including processed food
and beverages accounted for almost a quarter of Australian merchandise exports. The future of
Australian agricultural and food industries, particularly their capacity to contribute to growth and
jobs, depends on various conditions they face in overseas markets6 ”
In the past, Australian agricultural exports have been adversely affected by trade distorting activities
of other primary producers and exporters. It has suffered as a result of competition between the US
and EU and their subsidies as well as food aid programmes. As US has lost export market share to
the EU, American exporters have, in turn, encroached upon traditional Australian export markets.
Unable to compete with subsidised US exports and food aid programmes, Australia would like to
see a fairer trading system out of the current round of WTO negotiations.
Australia is strongly committed to bring a meaningful reform in world agricultural trade through
Doha Round of agriculture negotiations. To achieve this goal, Australia has been reducing its
agricultural protection in all three areas: tariffs, domestic subsidies and export subsidies. For example,
the general tariffs have been phased down to five percent. In the domestic support front, in 2003,
Australia had a Producer Subsidy Equivalent (PSE) of only five percent compared to Switzerland
(75 percent), Norway (71 percent) and Japan (57 percent). The PSE measures the levels of gross
transfers from consumers and taxpayers to agricultural producers, expressed as a percentage of
gross farm receipts7. Substantial cuts have also been made in assistance with import-competing
industries.
Table 6: Agricultural Producer Support in Developed Nations (percent)
Country
1986-88
2001-03
Australia
8
5
New Zealand
11
2
Canada
33
19
US
25
20
EU
39
37
Japan
60
57
Korea
69
65
Norway
70
71
Source: Anderson and Martin (2005)
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Australia has been genuinely playing a leadership role in the Doha Round negotiations as chair of
the Cairns Group. Before discussing Australia’s predicted position in the next Ministerial meeting
in Hong Kong, Table 6 presents Australia’s PSE compared to its trading partners.
4.1 Market Access
As stated earlier, Australia has led the Cairns Group members in the Doha Round of negotiations. In
that capacity, the Australian government issued a statement in July 2005, coinciding with the G-8
summit in Scotland, about the current status of agricultural negotiations vis-à-vis its own position
on the negotiation. It emphasied that:
• the Cairns Group was committed to an outcome that provided meaningful reduction of
protectionism and that it was essential for leadership by countries which provided high levels of
protection to the farm sector’
• the benefits of an ambitious outcome on agriculture for developing countries, in particular, cannot
be understated;
• the agricultural sector was the most distorted of all by trade barriers and other support measures
and agricultural trade reform was crucial to the delivery of the Doha Round’s development and
poverty-reduction goals; and
• without progress on agriculture and agriculture market access in particular, the Round was unlikely
to move forward on other issues such as, non-agriculture market access (NAMA) and services.
It must be emphasised that Australia has been pursuing for a level playing field in global agricultural
trade well before the commencement of the Doha Development Round (DDR). In essence, it has
been recognised by Australia that successful completion of the Doha Round will require substantial
and genuine improvement in market access, real and substantial reductions in trade-distorting domestic
support and the elimination of export subsidies.
On specific issues, the position of the Australian government is strongly supportive of the progressivity
principle of tariff reduction, with deep cuts across the board and products with high tariffs subject to
higher tariff reduction. The Australian government does not want high tariff items to remain in that
category and is interested in liberalising trade through tariff cuts, or as a second best option, through
tariff quota options. In so far as the number of bands and progressivity is concerned, the Australian
government would like to see a compromise outcome between the ‘Swiss Formula; and the G-20
proposals. The Australian government also can be expected to support options for simplifying tariff
structures, which are now complicated by complex rules based on proportional ingredients or seasonal
variations, whereby seasonal tariffs can be very high during peak periods to protect domestic
producers. Moreover, while considerable attention has been focused on the difference between bound
and applied tariffs, including the decision to use bound tariffs as the base for tariff reduction, the
Australian government is of the view that this issue is more of an annoyance than of serious concern.
Obviously, the government is banking on deep and meaningful tariff reduction (general tariff cutting
formulae), so that cuts do not simply use up unused bound tariffs. But lower bound tariff rates are
also an insurance against future increase in applied tariff rates. At present, wool is the fourth biggest
export commodity for Australia after beef, wheat, and alcoholic beverages, and since bound tariffs
on wool in India, China and Thailand are very high, the Australian government would like to see
these bound tariffs brought down to lower levels. India and Thailand however have low applied
tariffs, but unless bound tariffs are lower, there is a potential possibility of future tariff increase. At
the same time, the government is keen on tariff caps and would be delighted if the G-20 were
successful in securing its proposed tariff cap of 100 percent for developed countries.
The test of any tariff reduction will be trade expansion. The Australian government understands that
most in-quota tariffs are low, with some exceptions, and that trade levels will not increase significantly
by simply lowering or eliminating these tariffs. Instead the preferred option for the government is to
negotiate tariff quota volume expansion. The ‘July Framework’ Agreement provided for tariff quota

IBSA Streategy for WTO Agriculture Negotiations  137

expansion on sensitive products but after initial agreement, the EU and G-10 countries now are
asking for greater flexibility, to which Australia is, in principle, opposed.
The Australian government is also interested in strengthening trade discipline and one respondent
was keen to emphasise that existing safeguard options were open to abuse and that special safeguard
measures were ‘absolutely undesirable’. He added that in all likelihood it would be impossible to
discipline safeguard actions and hence this provision should be abandoned even though this was no
longer a top priority for negotiators. But it is still important for developing country trade negotiators
to keep in mind how US and EU misused the phase-out options of multi-fibre agreement (MFA)
liberalisation and prevent a repeat of that in the agricultural sector.
Why Australia is keen on successful conclusion of the Doha Round can be understood by the fact
that Australia would benefit from comprehensive reform in agriculture. Other big developing nations
such as Brazil, India and China also stand to be significant beneficiaries. A simulation study on
tariff and domestic subsidy cuts by Kym Anderson and Will Martin (2005) demonstrated that with
full liberalisation of global merchandise trade, Australia and New Zealand’s real income gain could
be more than US$6bn in 2015 (by 2001 dollar term). India, China and Brazil’s gain would stand at
US$3.4bn, US$ 5.6bn and US$ 9.9bn respectively.
This study further shows that if the developed nations liberalise in full, the agriculture and food
industry in Australia and New Zealand would make substantial gain in economic welfare, by 73
percent in 2015 (see Table 7).
Table 7: Effects on National Economic Welfare of Full Trade Liberalisation in Selected
Countries and Sectors in 2015 (percent).
Developed Countries Liberalisation
Australia/NZ
Brazil
China
India
Agriculture & Food
73
93
-102
15
Textile & Clothing
7
0
152
35
All Sectors
60
96
126
50
Source: Anderson and Martin (2005)

Table 8 presents that if there was full removal of agricultural tariffs and subsidies as of 2001, the
global welfare would be substantially improved for high income nations. If the removal covered all
three pillars of negotiations, then the developed nations’ welfare gain would increase by 75 percent
while the developing countries gain would be by 25 percent only.
Table 8: Distribution of Global Welfare Impacts of Fully Removing Agricultural
Tariffs and Subsidies, 2001 (percent)
Agricultural liberalisation components
Benefiting Region
High Income
Developing
World
Import Market Access
66
27
93
Export Subsidies
5
-3
2
Domestic Support
4
1
5
All Measures
75
25
110
Source: Anderson and Martin (2005)

4.2 Domestic Support
Through domestic support, a nation provides direct assistance to agriculture with the taxpayers’
revenue. It is estimated that OECD nations transfer more than US$300bn each year for this purpose,
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which is 1.3 percent of GDP of these nations. The big nations currently committed to domestic
support programmes are the US and EU. Domestic subsidies distort agricultural trade more so than
in any other area and Australia, which provides second lowest level of support after New Zealand,
would like to see these disciplined to reduce trade distortion. Table 9 presents the estimates of
support provided by major OECD nations over 1986-2003 (Productivity Commission, 2005).
Table 9: OECD Agricultural Producer Support Estimates by Selected Countries,
1986-88 and 2001-2003 (percent of value of gross farm receipts)
Country
1986-88
2001-03
Switzerland
76
73
Norway
70
71
EU
39
35
Korea
64
61
Japan
61
58
United States
25
20
Australia
8
4
OECD
37
31
Source: Productivity Commission (2005)

As mentioned earlier (Table 6), Australia contributes lowest subsidy in PSE terms among the
developed nations. It is also mentioned that except Norway, all the developed nations have been
bringing down the PSE over time. According to Anderson and Martin (2005), “in developed nations,
the commitments on domestic support for farmers are much higher than actual support levels at
present that the 20 percent cut in the total bound Agricultural Marketing Services (AMS) promised
in the ‘July Framework’ Agreement as an early instalment will require no actual support reductions
for any WTO member” (p.10). To meet the ‘July Framework’ goals on the cut on domestic support,
taking 2001 levels of subsidy, Australia would have to cut the support by only 10 percent (Anderson
and Martin 2005). Given the extent of reform Australia has introduced since the 2001, it would have
no problem in achieving the Framework goals. At present the Australian governments – both federal
and states – employ a wide range of measures to provide assistance to the agricultural sector. Recently,
the Productivity Commission’s estimates of the average effective rates of assistance (ERAs) suggest
that the assistance to agriculture is inherently volatile due largely to fluctuations in world commodity
prices. The average ERAs has been declining in Australia since 1970s. The ERAs declined to mere
five percent in 2000-01. Due to a low level assistance by Australia to its farmers, the Australian
position about the extraordinary high level of domestic subsidy provided by US and EU are clear.
Australia through its leadership position of the Cairns Group demands that these nations must bring
a substantial cut in the present subsidy to attain a meaningful outcome in Hong Kong Ministerial
meeting in December 2005.
In terms of management of domestic support mechanisms, the Australian government is not in
favour of the present system that permits support payments to the farm sector if farmers incur losses
greater than a pre-designated threshold level. This essentially means that farmers just below the
threshold level miss out on support payments. The Australian government, along with the Cairns
Group, is in favour of a phase in arrangement, rather than the present 30 percent loss threshold. In
other words, it must be ensured that the subsidies under Green Box must be less trade distorting.
4.3 Export Competition
The negotiations on export competition pillar of the Doha Round have been closely watched by
Australia since the time of ‘July Framework’ in 2004. Australia has a major interest in generating

IBSA Streategy for WTO Agriculture Negotiations  139

global export competition in agriculture through the successful conclusion of the WTO Doha Round.
In 2003-04, Australian agricultural exports amounted to AUS$28.2bn, which is equivalent to 22
percent of the total goods and services exports from Australia. It has been estimated that agricultural
exports make up seven of Australia’s top 20 exports. At present, Australia has become the 6th largest
exporters of agricultural products, accounting for three percent of global agricultural exports. This
makes Australia one of the major global players in agricultural exports. In view of the above, the
President of the National Farmers’ Federation (NFF) has recently said, “with Australia exporting
about 70 percent of what we produce, continued and expanded access to global markets through
multinational and bilateral trade deals is one of the keys to our future8 ”. It is, therefore, for the
benefit of Australian farmers that the government is keen to introduce further competition in
agricultural export market since it is the only sector for which WTO rules allow for the use of export
subsidies by some Member nations. Export subsidies are not allowed, for instance, in manufactured
products and there is no reason for allowing such subsidies in primary products.
The Australian government is keen for export subsidies to be eliminated and would like the same
phase out period as for tariff cuts. Initially, the Australian government had maintained a position
that export subsidies should be eliminated over a five-year period starting in 2005. That position has
been overtaken by subsequent events but Australia would, however, like to go for a down payment
(on EU sugar, for example) but understands that this may not be achievable. The EU members are
sole users of trade distorting export subsidies though Australian representatives do not have any
major problems with EU’s food aid programme, which is delivered in the form of grants. Moreover,
EU and Canadian food aid programmes are not administered by agricultural ministries and are
minimally trade distorting. By contrast, Australia is opposed to the US practice of using food aid to
dispose of surplus production. In principle, Australia is against any mechanism that distorts trade,
including export credits, the use of which has increased since the Asian financial crisis. Hence,
Australia would like to see more discipline injected into the use of export credits. However, it must
be made sure that bona fide parties are not affected.
Australia, the Cairns Group and EU want to develop disciplines of export credits and food aid
programmes but the EU has become unhelpful with super extreme proposals on geographic indicators
(GI). The Australian government is open to more moderate proposals.
Respondents were not too keen to discuss the issue of state trading enterprises: their sensitivity is
understandable given that Australia does rely on state trading practices in some agricultural
commodities. However, it should be noted that the Australian Wheat Board (AWB) was privatised
in 1999.
5. Australian Position: Political Issues
In principle, Australia has welcomed the formation of the G-20 to liberalise agriculture trade. In the
initial period after the formation of the G-20, the Australian government had some reservation about
it, including its impact on the Cairns Group, but gradually Australia recognised the important role
and position of the G-20 in the Doha Round negotiations on agriculture. The early tensions between
Australia and G-20 have dissipated and at present there is considerable cooperation based on basic
harmony of interest.
In the Uruguay Round, Australia influenced the formation of the Cairns Group but that had very
limited impact on the final outcome, which was a compromise between the US and the EU. The G20 was formed just prior to the Cancun Ministerial meeting of the WTO to prevent a repeat of the
Uruguay Round outcomes and Australia supported it in its attempt to facilitate market access. Though
Australia is not a member of the G-20, 11 of the Cairns Group members are also members of the G20. Hence, there has been considerable exchange of information between the two groups: either
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when Cairns Group members of the G-20 met with other Cairns Group countries or through a process
of informal dialogue between Australia on the one hand and selected members of the G-20 on the
other. So the Australian government has been reasonably well informed about G-20 policies and
strategies unless, as one respondent stated in jest, there is a massive campaign of misinformation by
G-20. The flow of information is not unidirectional, as the Australian government representatives
were quick to point out that Australia regularly fed information to the G-20 through the common
members of the two groupings.
This is not to suggest that Australia is completely in agreement with all G-20 policies. The Australian
government has assumed a fairly independent position, both regarding the G-20 and the US. Thus,
while the US government heaped opprobrium on the Brazilian government for leaving the Cancun
meeting in shambles, Australian government representatives were prepared to acknowledge the
important and constructive leadership role of Brazil. One respondent enthusiastically supported
Brazilian leadership as ‘terrific’. So far, the broad interests of the G-20 and Australia are congruousand
the Australian government has no problems working cooperatively with the G-20.
Australia is not vehemently against the principle of special and differential treatment (S&DT) for
developing countries but there is no internal consensus on how such schemes should operate within
the WTO. Nonetheless, there is a basic harmony of interest and if G-20 were successful in improving
market access in agriculture, Australia would be a key beneficiary. It is this common interest that has
allowed for a productive and consultative partnership.
In the formation of Australia’s negotiating position, the government receives independent advice of
both the Department of Foreign Affairs and Trade (DFAT) and the Department of Agriculture, Fishery
and Forestry (DEFF). The Australian Bureau of Agriculture and Resource Economics (ABARE)
provides technical support to these Departments on specific issues referred to them in the course of
negotiations. The two agencies submit their own best arguments and while they do consult with
each other there is no overriding attempt to coordinate their policy advice. Nonetheless, as to be
expected there is no great discordance in the advice proffered to the governments from the different
arms of the government.
6. Summary and Conclusions
• As a relatively free and fair trader of agricultural products, Australia is interested in introducing
greater trade discipline and removing trade distortionary practices.
• A basic harmony of interests between Australia and the G-20 countries means there are synergies
that can be tapped for more effective bargaining at the WTO forum. In particular, Australia has
the technical expertise that can be beneficial for the G-20 countries in the formation of their own
policy stance.
• The Australian government is more focused on tariff and tariff quota issues in agricultural
liberalisation and less so on issues of subsidies. In subsidies, the main focus is on Amber and
Blue Boxes rather than on the Green Box.
• Australia is hopeful of getting agreement on elimination of export subsidies with the same phase
out period as for tariff reductions.
• Australia wants elimination of export subsidies and more discipline in the food aid programme.
It sees US food aid programme as the main problem, given its trade distorting nature.
• Australia feels that safeguard rules also should be tightened so that these are not misused. Here,
one option for the G-20 would be to insist that countries that fail to implement structural adjustment
during the phase out period, or those that fail to adhere to the indicative phase out schedule,
should not be allowed to resort to safeguard protectionism.
• Australia is focused on tariff reduction and simplification and supports progressive rather than
linear tariff reduction with no committed preference to the number of boxes.
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•
•
•
•
•

Given relatively low quota tariff levels, Australia sees greater advantage in pushing for tariff
quota expansion than reducing in quota tariffs for the purpose of trade expansion.
Australia is supportive of G-20 demands for tariffs to be capped at 100 percent.
Australia would like a phase-in approach to domestic support measures rather than the present
cut-off thresholds.
Australia favours subsidy phase out on the same time-line as the phase out period for tariff
reductions.
Australia is mindful of state trading enterprises and work closely with them to avoid any trade
distorting initiatives at this level.
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1. Overview of the Agriculture Sector in China
Since the launch of the opening and reform policy, China has experienced rapid development with
its agriculture sector achieving dramatic progress. In 2003, China had a total rural population of 938
million. The ratio of labour force in the agriculture sector to the labour forcein the rural area has
slightly declined in China between the years 1983 and 2003. The ratio of rural population to national
population also dropped from 80 percent in 1983 to 60 percent in 2003 (Figure 1). The area of actual
cultivated land declined from 130 million hectares in 1998 down to 123 million hectares in 2003
(Figure 2). For the past 25 years, the total sown area has remained relatively stable, at about 150
million hectares. The total sown area for grain also remained stable with slight shrinkage from 110
million hectares in 1995 to 99 million hectares in 2003 (Figure 3). The annual output of grain crops
has shown a reverse ‘U’ curve since the early 1990s: it started from about 446 million tonnes in
1990, lingered at about 500 million tonnes from 1996 to 1999, and then slid slightly back to 430
million tonnes in 2003 (Figure 4).
The trade volume occupied a very small share in total output of grain crops. However, the share
began to slightly climb after 1999 and it did not break through 5 percent until 2003 (Figure 5).
Before 1992, trade in grain crops primarily took the form of imports. During the period from 1992 to
1994, export surpassed the import of grain crops while in 1995 and 1996, the balance was severely
disturbed when the imports far exceeded the exports. However, the trade balance of grain crops had
remained balanced since 1996, except for the year 2001.1
Figure 1 Rural Population and Labour Force in Agriculture Sector

Figure 2 Actual Cultivated Area

IBSA Streategy for WTO Agriculture Negotiations  145

Figure 3 Sown Area

Figure 4 Output of Grain Crops

Figure 5 Trade Volume as a percent of Total Output of Agriculture Products
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In 2004, trade in agriculture products in China can be discussed under the following key heads2 :
1.1 Growth of Imports and Exports
Both the import and export of agriculture products kept growing. However, the growth rate of imports
far exceeded that of exports, so that the trade balance in agriculture products changed from a surplus
in 2003 to a deficit in 2004. The total value of imports and exports of agriculture products in China
was US$51.42bn in 2004, representing a year-on-year growth of 27.4 percent, exports were
US$23.39bn, representing a year-on-year growth of 9.2 percent, while imports were US$28.03bn,
representing a year-on-year growth of 48.1 percent. The balance of trade in agricultural products
shifted from a surplus of US$2.5bn in 2003 to deficit of US$4.64bn in 2004. Judging from the
Customs Statistics, the main reason for the shift was due to the significant drop in exports of grain
crops and dramatic increase in import of them; simultaneously, the trade deficit in edible vegetable
oil, edible oil bearing crops, cotton, sugar, and livestock products increased in varying degrees.
1.2 Increase in Trade-Deficit
Trade deficit increased for land-intensive and large-scale agriculture products in 2004.
a) Exports in grain (excl. soybean) were 4.80 million tonnes, representing a year-on-year decline of
78.2 percent. Imports were 9.75 million tonnes, representing a year-on-year growth of 3.7 times.
The trade balance turned from a net export of 19.92 million tonnes in 2003 to a net import of 4.96
million tonnes in 2004.
b) Exports in edible oil bearing crops were 1.16 million tonnes, representing a year-on-year decline
of 6.1 percent, and imports were 20.76 million tonnes, representing a year-on-year decline of 1.1
percent.
c) Exports in edible vegetable oil were 66,000 tonnes, representing a year-on-year growth of 10.2
percent, and imports were 6.76 million tonnes, representing a year-on-year growth of 24.9 percent.
d) Exports in cotton were 12,000 tonnes, representing a year-on-year decline of 90.2 percent, and
imports were 1.98 million tonnes, representing a year-on-year increase of 1.1 times.
e) Exports in sugar were 85,000 tonnes, representing a year-on-year decline of 17.4 percent, and
imports were 1.21 million tonnes, representing a year-on-year increase of 56.7 percent.
1.3 Increase in Import and Export of Labour-Intensive products
In 2004, both the import and export for labour-intensive agriculture products enjoyed a dramatic
increase due to the price advantage and quality improvement.
a) Trade in vegetables showed surplus: the value of exports experienced a year-on-year growth of
23.7 percent and that of imports showed a year-on-year growth of 27.1 percent.
b) Trade in fruits showed surplus: the value of exports experienced a year-on-year growth of 20.1
percent and that of imports showed a year-on-year growth of 17.4 percent.
c) Trade deficit for livestock was enlarged: the value of exports experienced a year-on-year growth
of 17.5 percent and that of imports showed a year-on-year growth of 20.4 percent. The trade
deficit showed a year-on-year growth of 32.5 percent at the size of US$850mn.
d) Trade surplus for aquatic products was expanded: the value of exports experienced a year-onyear growth of 27 percent and that of imports showed a year-on-year growth of 30.4 percent. The
trade surplus showed a year-on-year growth of 24.1 percent at a size of US$3.73mn.
1.4 Regional participation in increase of imports and exports
Imports and exports of agricultural products increased for both the eastern and the western regions
with the eastern region taking the dominating role. In 2004, exports in agriculture products from the
eastern region were US$18.9bn, which was 80.8 percent of total exports in agriculture products and
represented a year-on-year growth of 17.5 percent. Import value was US$26.16bn, which was 93.3
percent of total imports in agriculture products and represented a year-on-year growth of 49.3 percent.
Exports in agriculture products from the western region were US$1.73bn, which was 7.4 percent of
total exports in agriculture products and represented a year-on-year growth of 20.8 percent. Import
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value was US$0.52bn, which was 1.9 percent of total imports of agriculture products and represented
a year-on-year growth of 23.3 percent.
1.5 Trading Partners and Markets
In 2004, Asia and Europe were the first and second largest export markets for Chinese agriculture
products respectively, while North America and South America were the first and second largest
source for imports into China. In 2004 exports of agriculture products from China to Asia was
US$15.96bn, representing a year-on-year growth of 7.5 percent. It was 68.2 percent of the total
exports of agriculture products from China which was a decline of 1.1 percentage points over 2003.
The exports were US$3.42bn to Europe, representing a year-on-year growth of 11.7 percent, among
which, exports to EU was US$2.62bn, representing a year-on-year growth of 12.6 percent. It was
14.6 percent of the total exports of agriculture products in China with an increase of 0.3 percentage
point over 2003. In 2004, China imported US$9.16bn and US$6.61bn of agricultural products from
North America and South America respectively which translates to a year-on-year growth of 64.7
percent and 31.7 percent, respectively. Imports from North America were 32.7 percent of the total
imports in agriculture products, which climbed by 3.3 percentage points over 2003. Imports from
South America were 23.6 percent of the total imports in agriculture products, which declined by 2.9
percentage points over 2003.
1.6 Trade in Raw and Processed Products
In 2004, trade in agricultural products in China was primarily in raw products but the trade in
processed agricultural products also progressed. Exports of raw products was US$17.67bn,
representing a year-on-year growth of 5 percent which represented a share of 75.6 percent of the
total exports of agricultural products. The export of processed products was US$3.84bn, representing
a year-on-year growth of 35.1 percent and 16.4 percent share of total exports of agricultural products.
The import of raw products was US$20.65bn, representing a year-on-year growth of 52 percent and
a share of 73.7 percent of the total imports of agricultural products. The import of processed products
was US$3.88bn, representing a year-on-year growth of 32 percent and a 13.8 percent share of total
imports of agricultural products.
2. WTO-Agriculture Negotiations
In the WTO agriculture negotiation, the relationship among the three key issues – market access,
domestic support, and export competition – differs at each phase. Market access has been the core
issue since its impact on the change in trade patterns for member countries can be drastic. It remains
the most important issue in the next stage of negotiations. Meanwhile it is clear thatthe negotiations
on domestic support would have dramatic influence on overall production, trade, and income.
However, due to the slow growth of domestic support, the impact of the US$ 10 billion export
subsidies significantly under-performed the impact brought by market access. The positions and
strategies of China on the three big issues in the previous and the next round of Doha negotiation,are
discussed in this section.
2.1. Market Access
2.1.1 Changes in Market Access for Trade in Agricultural Products and Impacts on Agricultural
Production in China After its Entry into WTO
In response to the requirements of ‘thorough WTO entry’, China made great compromise in trade in
agricultural products. More specifically, China agreed on sharp reduction on tariff duty, large increase
in TRQ, and very short transition period.
Tariff for agricultural products in China is fairly low, being 11.2 percent in 2005. Therefore, the
bound tariff of 65 percent seldom functions. Apart from trade giants, such as Canada and Australia,
tariff in China on agricultural products is lower than that in many developed and developing members.
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China also made a big concession on Tariff Rate Quota (TRQ). During the Uruguay Round, TRQ
was computed according to the domestic consumption volume, and it agreed on a 10 percent level
for developed members and 5 percent for developing members. After China entered WTO, its TRQ
for many agricultural products far exceeded 5 percent or even 10 percent in some instances. Not
only are the ratios very high, but also the in-quota tariff is usually symbolic at the level of one
percent. In comparison, the new members, more developed than China, such as China Taipei and
Croatia, have in-quota tariffs as high as 20 percent to 40 percent.
Before entering the WTO, Chinese academia worried most that products, mainly land-intensive
large-scale agricultural products having competitive disadvantage, would suffer relatively stronger
shocks, thereby impacting the employment and income of farmers involved in their production. The
real income for farmers started to decline from 1996 in China with a slight rebound in early 2001.
However, China’s entry into the WTO brought an adverse shock to the barely picking-up income for
farmers, resulting in a more severe poverty problem in rural areas and an enlarged income gap
between urban and rural areas.
The computation before entering WTO showed that the rapid decline in tariffs accompanied with an
increase in quota would increase the count of unemployed farmers by millions. However, the ex post
policy assessment rejected this previous worry. It found that the land-intensive products in China
were not affected and the impact on farmers’ income was not as substantial as expected earlier. The
reason lies in the assumptions of the ex ante calculation that assumed that the agricultural production
in China was maturely commercialised. However, the agricultural production in China is only semicommercialised. In other words, grain producers would consume part of their production so that the
output reduction, resulting from the adverse price shock after entering WTO, would not be as strong
as in the estimates. Therefore, the agricultural production and the income for farmers would not
necessarily reduce. Finally, China has a vast territory that provides enough room for structural
adjustment in the market for agricultural products. For example, the cancellation of compulsory
purchasing policies in the coastal region helps these areas exit the production of agriculture goods.
The shortage should have been substituted by imports. However, thanks to the regional difference
and the time lag from signing the contract to the imported goods hitting the domestic market, other
regions increased their production with prompt exploitation of their comparative advantage and
imports were replaced. In general, China’s entry to the WTO did not trigger the dramatic output
reduction and sharp decrease in farmers’ income as previously worried. On the contrary, it led to a
positive change: the price for grain rose when the total output increased slightly, which helped
farmers get a higher income.
2.1.2 Chinese Position and Bottom-line for the Next Round of Agriculture Negotiations
China’s commitment to pursue ‘thorough WTO entry’ has left it with limited bargaining space for
subsequent negotiations. Therefore, China’s stance is clear-cut and coherent, mainly focusing on an
active push for the negotiations over market access, with its general principles keeping consistence
with the stance of the US or even the Cairns Group. It is mainly composed of three parts: 1. reducing
custom tariffs dramatically while considering the special treatment to the developing members; 2.
preventing tariff escalation; and 3. granting special treatment to new members.
The key issue in market access is the tariff reduction formula. China currently supports a compromised
version between the ‘Swiss Formula’ and the ‘Uruguay Formula’. Rather than a simple arithmetic
mean, it would be on the middle road between the average concession and non-linear concession
formulae for tariff reduction, clinging to the high-tariff and greater reduction programme in compliance
with the spirit of the framework agreement.
One of the focuses of negotiations is: how many layers/bands the blended formula should be divided
into, and what tariff rate should be adopted at each layer. The specific answers to such questions
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should be constructed on a solid basis of technical analysis. Meanwhile, China will firmly maintain
its position as a developing country, adhering to the clause that Special and Differential Treatment
(S&DT) should be given to the developing country members, and retain the state trading system for
agricultural product exports3 while firmly objecting to further classification among developing
countries. Before the framework agreement was formulated in July, developed members, such as
EU and US attempted to reclassify the developing members so as to break them up, deal with them
one by one, and open their markets to the maximum. Some developing country members, including
China, Chile, and Thailand, enhanced internal coordination and eliminated the developed members’
attempt to reclassify the developing members and thus avoided conflicts with other developing
members whose level of development lagged relatively behind.
The tariff escalation issue pervades all aspects of trade negotiations, including agriculture
negotiations. It is well understood that tariff escalation would lead to efficiency loss in global
production. Primary agricultural products are usually delivered to the labour-intensive processing
sectors before being traded as final products. When the domestic production cost for agriculture products
exceeds the international cost, developed countries usually pose high tariff on processed agriculture
products, thereby artificially increasing the value-added and keeping their domestic production cost
competitive. For example, imports into EU also subject to value-added tax (VAT). VAT is calculated on
the CIF plus duty. Imports of processed food into EU, except for the ones involving only primary
phase of processing, suffer from tariff,rates varying from 12 percent to 100 percent.
The tariff escalation in developed countries makes it more difficult for developing countries, which
have comparative advantage in labour-intensive products, such as China to export their processed
agricultural products. It also has negative impacts on the vertical diversity in exporting agricultural
products with high value-added. Therefore, China strongly opposes tariff escalation and other tariff
escalation in disguised form (such as anti-dumping measures).
The US is a representative country which has been utilising anti-dumping measures to block market
access of processed products. The premise for dumping is that the price at which products are sold
in the foreign market is lower than the production cost. However, there are misunderstandings on
this issue. For instance, even though the finished garments exported to the US have no difference in
size or style, there exists a big difference in quality. Such issues can be used as effective arguments
in the upcoming negotiations to strive for benefits within the rules via WTO arbitration mechanism.
On the issue of treatment of new members, China insists that such special consideration should be
effectively resolved. China made grand promises on opening up its markets during the negotiation
for entering the WTO, and it faithfully committed to these promises. Therefore, China’s request
during the upcoming negotiations is that as a new member, it should be granted differentiated and
special treatment. More importantly, it will appropriately use the article ‘the special care for new
members will be effectively resolved via specific and flexible terms and conditions’ in the attachment
of agriculture files to build a firm foundation for obtaining more practical benefits during the
subsequent round of negotiations.
China is a large agricultural country and a dual structure economy with a large ratio of population
employed in the agriculture sector. Its rural economy is inefficient; prices of agricultural products
are affected by many non-market factors; and the income of farmers is low with a small growth rate.
Therefore, the impact brought by the agriculture negotiations would not only affect the production
structure and efficiency from the economic perspective, but also, and more possibly, influence the
political and social concerns of the government. Thus, the Chinese authority would set a concession
bottom-line for some products during the agriculture negotiation. If the negotiation requires the
protection level to be lower than the bottom-line, then the government will terminate the negotiation
at the cost of trade efficiency.
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The standard of self-supplying rate for grain was 95 percent in China. That is, to promise that the
grain production in China is enough to feed the whole country at autarky, the total trade volume in
grain should not exceed 5 percent of the total output. The launch of such a standard was based on the
consideration that, if international trade conditions change or China suffers from certain domestic
contingencies, the grain crisis might lead to political and social crisis. However, historical researches
show that the possibility of such circumstances is very small. More importantly, in the new world
with diversified trade partners, such worry appears groundless. The food security issues shall be
predominantly the issue of self-support in grains. With the constant increase in the level of income
and urbanisation, the ratio of primary grain consumption in total food consumption keeps declining.
Therefore, if the government treats grain as a politically sensitive product, it should emphasise that
the food security and the grain security line of 95 percent is too high. Another worry of the government
is that increased import will reduce the domestic output of grain. The WTO negotiators of China
commonly believe that the concern is reasonable, but since grain production is land-intensive whereas
China is short of land and water, reducing domestic output is not bad at all if economic efficiency is
the most important consideration. Therefore, the government would probably give up the 95 percent
self-supplying rate and use the issue of grain import as a stake in the negotiation with the US. For
example, China could import more bean and maize as the raw material for livestock sector, and in
turn, request the US to import more labour-intensive agriculture or industrial products from China
to make a win-win situation.
2.2 Domestic Support
2.2.1 Domestic Support and China’s Promises
Domestic support is mainly geared towards various subsidies, price support and tax incentives for
producers. The Agreement on Agriculture (AoA) divides domestic support into two categories,
‘Yellow Box’ support and ‘Green Box’ support, and it requires concession and reduction in the
former, but not the latter. In addition, the agreement requires the total amount of domestic support
by developing countries not to exceed 10 percent of their total value of agricultural output. Finally,
according to the agreement, the base period for the promise of reduction in domestic support is from
1986 to 1988, and all domestic support measures should be reduced by 13.3 percent from 1995 to
2004.
During Doha negotiations, the importance of the three important issues has varied across time.
During the mid and later stages of the negotiation, domestic support has become more important.
Although the key issue in 2005 is still market access, the officials in China consent that the importance
of domestic support is not negligible, since it would pose the strongest influence to trade among the
three important issues. In the meantime, it is also true that it is impossible for a country to dramatically
increase domestic support measures within a short period. In addition, since the increase in domestic
support measures is slower than the other two big issues, the impact from domestic support measures
is still comparatively small at the current stage. In order to be qualified for entering WTO, China
made a big concession by agreeing to limit the ‘Yellow Box’ support at 8.5 percent of its total
agriculture output value which is 1.5 percent point lower than the limit granted by the WTO, AoA to
developing countries. At the same time, China also agreed to remove price regulations for main
agricultural products.
2.2.2 Basic Circumstances of Domestic Support in China
Long-term Negative Protection
Due to the long-term policy of ‘sacrificing agriculture to aid industrial development’, China not
only failed to provide support and protection to agriculture, but also extracted large amounts of
funds from it. The amount of money extracted from the agriculture sector was Chinese Yuan Renminbi
(RMB) 178.094bn (US$22bn) in 1986, RMB148.461bn (US$19bn) in 1988, and RMB59.139bn
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(US$8bn) in 1995. The domestic agricultural production support level (AMS value) is negative in
China. According to the WTO rule, China does need not undertake any reduction or concession
responsibility on domestic support, but its domestic support for the agriculture sector should not
exceed 10 percent of the average agriculture output value during the WTO base period (1986-88).
The average agriculture output value was RMB485.1bn (US$60.5bn) during 1986-88. Therefore,
the upper limit for future domestic support is only RMB48.5bn (US$6bn according to the current
exchange rate). It is the lowest level among developing countries, and is even lower in comparison
with developed ones. According to WTO rules, the post-reduction domestic support level is US$19.bn
for US, US$76.9bn for EU, and US$28.3bn for Japan. The ratio of domestic support to agricultural
output value is 50 percent for US, 60 percent for EU, 77 percent for Japan, and merely 4 percent for
China. In 2000, the direct subsidy made by the US was US$45 per tonne for wheat and US$27 per
tonne for maize, and that by the EU was US$55 per tonne for cereal. As long as it is within the
promised level, these countries are still able to largely provide price support to agricultural products
and maintain the market competitiveness. Therefore, under the circumstances of continuously high
domestic support to agriculture in developed countries, the international competition for agriculture
and agriculture products, to some extent, is indeed the competition of domestic support.
‘Green Box’ support occupies 2/3 of the entire domestic support policies in China and it would be
developed further in the future. Although, the US$5bn worth ‘Yellow Box’ support is very small,
with the advance of industrialisation, China will possess the ability to feed the agriculture sector
backward from the industrial sector, and there will be room for China to take advantage of domestic
support measures under the WTO framework.
Limited Application of ‘Green Box’ Support and Direct Income Subsidies
The strategy and method for domestic support in agriculture is unreasonable and inefficient in China.
In comparison with countries and regions such as EU, US and Japan, China’s fiscal subsidies towards
agriculture focus on the distribution and supply chain, and hardly regard farmers and their production
in agriculture directly. Therefore, the State committed vast amounts of money in subsidies while
farmers in fact received little and there is little increase in the incentive for agricultural production.
One of the biggest problems in domestic support in agriculture in China is that the government
supports more in the distribution process than in the production process, and the other problem is
that it provides more indirect support than direct support. For example, in order to support and
provide incentives for the grain production, the government uses its fiscal funds to support grain
distribution enterprises to acquire grain at the fixed price or protective price. However, since grain
distribution enterprises still suffer great losses despite the tremendous subsidy granted by the
government, the subsidy fails to even reach the farmers and thus the fiscal funds can never accomplish
the goal of motivating farmers for grain plantation. Another example is that the government uses its
fiscal fund to set up agriculture institutions to provide farmers with scientific demonstration, pest
control, inspection, and testing services. Of course, such support and services increase motivation of
farmers and efficiency of agricultural production to some extent, but it is not easy to have a big
effect. So the usage of fiscal funds is far less efficient than direct support to farmers.
In addition, China has not included the direct income subsidies to farmers into its fiscal budget.
Such direct subsidies include the purchase of products, such as grain and cotton at regulated prices
or protective prices (after 1998, the Chinese government gradually shrunk the scope of grain purchase
subsidies and wheat and maize in some areas was excluded from the scope of protective price), price
difference subsidies for agricultural production factors as well as subsidies for investment in irrigation
facilities. The first two subsidies are ‘Yellow Box’ supports and the latter is the ‘development box’
policy especially granted to developing countries. These two categories will come under reduction
responsibilities in the future.
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2.2.3 Basic Position in Doha Negotiation
Stick to the Bottom-line of 8.5 Percent and Grab Benefits at Every Possibility
Like many other member countries, China has adopted the following position through the Doha
negotiation: further limit ‘Green Box’ support, keep pushing for big reduction in ‘Yellow Box’
policies, and involve and continue to use some new `Blue Box’ policies under the Framework
Agreement.4 In general, the negotiations on domestic support keep progressing and elaborating the
basis of the Framework Agreement.
Since the protection for agriculture was negative in China, the first and most important step is to
restore the protection level back to positive and take advantage of some other practical means of
support. In the long run, the ‘Green Box’ should be further regulated and the standards need to be
further clarified. The ‘Yellow Box’ should be further reduced (China has no ‘Yellow Box’ except
for very few special cases). There was no new ‘Blue Box’ in China, but it is allowable in WTO rules,
thereby the problem of how to take it into effect is still open. The only certainty is that China shall
protect its foothold in the already low 8.5 percent level. The reason lies in the fact that, although
China is a country with a big sector and large population in agriculture, its agriculture sector is
neither big nor strong. Agriculture sector in China involves many disadvantaged groups, and various
issues that are not simply economic but social and political. In addition while the original bottomline is 10 percent just due to US pressure China had to cut down the level to 8.5 percent. Therefore,
as a developing country, China fails to truly enjoy the special treatment granted to developing
countries.
Developed countries fully exploit all policies in each box, especially US and EU, and because of
their powerful financial support, they are able to provide more subsidies to their domestic agricultural
sector and products. In comparison, developing countries also try their best to acquire as large a box
as possible, but it is far from full utilisation since many of them do not have such powerful financial
resources. The slight difference between China and the other developing countries is that China has
primarily established specialised reserve in grains, protective price floor for official purchasing and
venture fund system for agriculture products. These strategies have stabilised the grain market, and
protected farmers as well as consumers. However, because of the limited financial resources and
imperfect system, the support and protection system in agriculture is neither sound nor powerful.
Judging from the long-run development trend, China will sooner or later have sufficient financial
resources and a sound policy system to efficiently realise domestic support. It will gradually build a
strong agriculture support and protection system with Chinese characteristics, and adopt it with
regulation and legalisation. Therefore, China will definitely strive for every possible room that it
deserves and leave further issues, such as the utilisation and formulation of practical policies, to be
considered later.
Of course, some officials believe that it is not necessary to put efforts in fighting for these rights at
the current stage since it is of no de facto use. Most interviewees consider this argument as shortsighted. Although, the domestic system and policies may not be able to use it or use it efficiently so
that certain rights are seen to be of no use at the present time, it is not reasonable to simply give them
up. These negotiations are a competition among countries for their own benefit-present or future.
Better Exploit ‘Green Box’ Measures, Increase Direct Income Subsidy to Farmers, Delve into
Details in Negotiation
China will strive to shift out its support from production, gradually abrogate ‘Yellow Box’ and
‘Blue Box’ protection, and adopt more ‘Green Box’ support. The ‘Green Box’ policy commits more
support in infrastructure and research and development (R&D) in agriculture, and benefits agricultural
production without distorting production and trade structures.
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In keeping with the current state of agricultural development in China, the ‘Green Box’ policy will
emphasise the following four aspects. First, government will increase the technological investment
in agriculture, strengthen investment into research and promotion of scientific technologies, education
and training of farmers, enhance technological content of agriculture products,transform the growth
pattern of agriculture, and strengthen international competitiveness in agriculture. Secondly, the
government will increase the investment in infrastructure in agriculture, irrigation and water
conservation systems, roadways, rural power grids, postal service system, and telecommunications
system etc., which would indirectly reduce farmers’ costs and slow down the growth rate of domestic
production cost. Thirdly, the government will increase the environmental and ecological investment
in rural areas by strengthening the control and treatment of rural environmental pollution, forecasting
and controlling pest adversity, and improving public health in rural areas. Lastly, the government
will try to establish a comprehensive and sound insurance system in agriculture as well as other
aspects in rural areas.
In addition, China will pay attention to the negotiated details. It will lay stress on the issue of
differential treatment to developing countries while supporting the negotiating agreement. For
example, China used very little and unitary income support, therefore, this area will be the focus and
of great potential during the future negotiation on the adjustment of Modes in domestic support.
Oneopinion is to establish a base period and each country’s support level shall not exceed the level
calculated using the base-period. China supports it but also stresses that differential treatment should
be approved for developing countries because they are at a rapid adjustment and development phase,
both politically and economically, which needs extra room for all kinds of subsidies.
2.3 Export Competition
2.3.1 Review of Negotiation
Upon initiation of the Doha Round, all parties laid their eyes on export competition, especially the
export subsidy, which brings the biggest distortion into trade. Export subsidies, export credit, and
other export supporting mechanisms in developed countries distort the international market for
agriculture products to a severe degree. For example, 2/3 of the dairy products, 1/2 of the meat and
egg products, 1/3 of the vegetable and fruit products, and 1/3 to 2/3 grain exported from Organisation
for Economic Cooperation and Development (OECD) countries get export subsidies. EU is the
biggest user of export subsidies in the world. From 1995 to 1998 its average expenditure on export
subsidy to agricultural products was approximately US$6bn, representing 90 percent of global export
subsidies for agriculture products. Switzerland represents 5 percent of the world’s total expenditure
on export subsidy of agriculture products, whereas the US represents 2 percent. The export subsidies
from the four OECD member countries, EU, Switzerland, US, and Norway represent 97 percent of
the global export subsidies (WTO, 2002)5 . Because of these export subsidies, grain, meat, egg, and
dairy products from EU and other developed countries, which were difficult to export now get
access to the international market easily. As a result, they squeeze large amounts of developing
country agricultural products out of the international market and grab the market share. This poses
an enormous pressure on the domestic market in the developing countries and directly disturbs the
stability of these markets.
At an early stage of Doha negotiations, the focus of the negotiation was laid on the timetable for
cancellation of export subsidies and on the question of other forms of export competition, such as
export credit - how they would be regulated and be provisioned for cancellation. Due to the US
comparative advantage in agriculture productionit advocates that all developed countries significantly
reduce export subsidies on agriculture products. In comparison, countries like EU, Switzerland,
Norway, Japan, and South Korea, which lack the comparative advantage in agriculture, attempt to
retain the high level of protection and support to agriculture. These countries further escalated the
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issue of agriculture, which is an economic issue, to a political issue arguing that the domestic political
stability is much more important and so subsidies and other types of support on agriculture should
not be removed within a short period of time. In comparison, the Cairns negotiation group, composed
of 18 small and medium exporting countries of agricultural products, hopes to push for a greater
scope of free trade in agriculture products, thereby expanding their exports.
As for the issue of export competition, especially export subsidies for agricultural products, most of
the developing country members stress the severe imbalance in the export competition and the need
for development in developing countries. They advocate that tariff reduction connects to export
subsidy reduction to provide the developing members S&DT practically and effectively. Eastern
Europe and new members, in turn, stress the special difficulties they confront and the comprehensive
promises they made during the WTO entrance negotiations. They request special treatment for the
new members and for the members undergoing economic transition. However, the core of the issue
lies in that, although the WTO has fostered the anti-subsidies agreements for agriculture, the relevant
terms of such agreements expired by the end of 2003. As a result, the dispute on the issues of
subsidies on agricultural products became superficial. This is also one of the reasons that developing
countries strived for a definite conclusion on agricultural issues during the Cancun Conference. In
case a definite result could not be reached, starting from 2004, greater trouble would arise from
disputes on agricultural product subsidies. However, during the Cancun Conference, developed
members configured a joint proposal, which did not take the immediate interest of the developing
countries into consideration. The proposal was strongly objected to by the 20-nation coordination
(coalition?) team formed by Brazil and 20 other developing countries. This directly led to the breakdown of the Cancun negotiations in September 2003.
Following appeals from the international community, all parties finally resumed meeting in March
2004 to start a new round of negotiations on a series of issues relating to agriculture, and eventually
reached a framework agreement in July 2004. In the core area of negotiations on this agriculture
framework agreement, the developed countries promised to ultimately remove their export subsidies.
The framework agreement determined to clarify the final date of export subsidies cancellation through
further negotiation and establish detailed measures ensuring the cancellation of all varieties of export
subsidies and mechanisms to restrain exports. The agreement also set regulations on the cancellation
of export credit, and stipulated the S&DT for developing countries, the least developed countries
(LDCs), and net grain importers.
Such S&DT is manifest in the following aspects. First, developing country members are allowed to
phase out various export subsidies over a longer period and they will continue enjoying the S&DT
stipulated in Article 9.4 of AoA afterwards. Secondly, the special treatment for these countries will
also be brought into consideration on aspects of state-owned enterprise (SoE) trade and export
credits. In addition, the agreement determined the necessary negotiation for disciplines relevant to
food aid, whose goal is to organise commercial transfer. International organisations will hold
discussions regarding the function of food aid provided by the members, including issues of
humanitarianism and development. The negotiation will also cover the issues of food aid through
donation. Finally, the agreement requires transparency on export credit, SOE trade, and food aid
operations.
To sum up, the framework agreement is a turning point after the failure of the Cancun Conference.
However, it failed to elaborate on the details, objective, mode of practice, and time period for
implementation, thereby leaving vast space and flexibilities for the subsequent negotiations. It is a
symbol of medium-term achievement of Doha Round, and it spurs the negotiation efforts from each
party in the next round of negotiation.

IBSA Streategy for WTO Agriculture Negotiations  155

During late 2004, the discussion went into more and more details. Some key members’ positions
were also adjusted. For example, EU, the biggest user of export subsidies, loosened its attitude after
keeping a tough stance on the issue for a long time. It agreed to a gradual lifting of export subsidies
and the only problem left was to list a timetable. Afterwards, other members also started to express
their enthusiasm. As a whole, during the three-year period starting from 2002, the early stage
negotiations only covered the general positions and attitudes. The Ministerial Conference in Cancun
became the milestone where all parties started to delve into details.
The mini-ministerial meeting in Paris in May 2005 aimed mainly at the EU’s transition from non-ad
valorem tariff to ad valorem tariff, i.e. the issue of tariff transition. During the meeting, the nations
also expressed their proposal to cancel export subsidies on issue of export competition.
The main contribution from the Dalian (China) meeting at the beginning of July 2005 was that the
Chinese government expressed its active attitude in pushing for the process of free trade. More
specifically, on the issue of export competition, the Chinese government believed that, following
the spirit of the opinion from relevant nations’ leaders during G-8 Summit, all members should set
the cancellation deadline for export subsidies for 2010. The next step will be the upcoming Ministerial
Meeting in Hong Kong in December 2005. It is hard to predict whether any agreement can be
reached during the meeting.
2.3.2 The Key Stance and Attitude of China during Negotiations on Export Competition
Export competitionincludes export subsidies, export credit, food aid, SoE exporters, export tax, and
export limit, etc. among which the form of reduction in export subsidies is the core of the dispute.
Export Subsidies
Export subsidies refer to the subsidies granted to actual export performance, that is, subsidies
granted during the phase of direct export. It is the most powerful mechanism enhancing export
competitiveness of agricultural products. According to the AoA the reduction promise on export
subsidies takes the base period of 1986-1990, and it practically commenced in 1995, while the
fulfillment period for reduction obligation is 6 years for the developed countries and 10 years for
developing countries.
There are two types of export subsidies reduction: volume reduction and value reduction. Volume
reduction refers to the annual equal amount reduction based on the export volume for subsidised
agriculture products during the period of 1986 to 1990. At the end of the implementation period,
developed countries will reduce the volume of subsidised agriculture products by 21 percent,
developing countries will do by 14 percent. Value reduction refers to a 36 percent reduction on
export subsidies expenditure by the developed countries and 24 percent for the developing countries,
at the end of the implementation period, based on the average export subsidies during the period of
1986 to 19906 . Due to the large export subsidies given to their domestic products, the majority of
the developed nations need to reduce their export subsidy by a correspondingly large amount:
US$478bn reduction for EU, US$45bn for Austria, and US$34bn for US. In comparison, the
developing countries and new members gave relatively low export subsidies, so that their amount of
reduction is correspondingly low, for example: merely US$500mn reduction for Cyprus and
US$100mn for Uruguay.
The AoA made differential treatment between the developed and developing nations on issues of
export subsidy reductions. However, due to the large base number in export subsidies in the developed
nations and the very long execution period export subsidies for domestic agriculture products in
developed countries will remain high for a relatively long period. In addition, even after the execution
period, the level of export subsidies among developed nations will still be much higher than those in
developing nations.
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China once exercised export subsidies between 1986 and 1990. But with the reform of its foreign
trade system, it has cancelled such measures. After the entry into WTO, China promised to cancel
all kinds of export subsidies and promised to not exercise any export subsidies in future. Therefore,
the general level of export subsidies in China is zero. According to stipulations in Item 4, Article 9
of AoA, developing nations are free from reduction of subsidies geared to lessen the sales and
marketing cost associated with agriculture product exports. Meanwhile, the Article also stipulates
that developing nations shall fulfill their reduction obligations. China’s promised zero-level export
subsidies ensures that China has no chance to take advantage of the differential treatment regarding
export subsidies granted by Agreement of Agriculture to the developing nations. Therefore, China
is left with a very narrow space on export subsidies, with no room for further compromise.
As a production and consumption giant for agricultural products, China’s position and assertion for
export subsidies is consistent with the interest of most of the developing country members.
Fundamentally, it argues against EU’s proposal to checklist the developing country members for
one-to-one negotiation with EU, stressing on the rapid and large-scale parallel reduction until the
elimination of all forms and all products’ export subsidies. It requests a 50 percent reduction on
export subsidies during the first year of Doha Round execution, and the removal of the residual
subsidies within another three years for developed nations, and six years for developing ones. It also
requests that the degree of reduction in subsidised volume be greater than the reduction in the paid
volume. In addition, it argues that during the first several years after the conclusion of negotiation
subsidies on ‘prioritised’ products be largely cut.
For different product categories, it holds the opinion of adopting different execution periods. For
example, the execution period for subsidised products that pose large negative impact to food security
among the developing nations should be kept very short. Finally, it proposes that S&DT should be
provided to the developing members who did not apply export subsidies during the base period,
reserving their rights in controlled use of such mechanisms in the future.
Under the current circumstances, where developed nations keep a very large amount of export
subsidies, China can also (cite/use/learn from?) reference experience of other nations to enhance
competitiveness of its agricultural product exports. This can be done via two approaches. Because
the export subsidies that need to be reduced by definition in AoA are the subsidies for actual export
performance or subsidies granted during direct export stage, subsidies granted during production
and storage stages are free from any form of reduction. Therefore, the first approach is that China
can provide more support to farmers during non-export phases, such as subsidies on agriculture
production, to alleviate the impact of export subsidies from (in?) the developed nations on China’s
key agriculture products.
Furthermore, the AoA does not include things equivalent to export subsidies, such as export credit,
as well as guarantee and insurance on export credit, within the scope for reduction. Therefore, even
under the constraint of zero-level export subsidies, the second approach China can take is to provide
considerable subsidies and supports to exported agriculture products through these equivalent
methods, thereby enhancing the competitiveness of export (export competitiveness?) of China’s
agriculture products.
Export Credit, Export Credit Guarantee or Insurance Policy
The exporting country’s government encourages the domestic banks to provide mid-term or longterm credit to domestic exporters or foreign importers via interest subsidies and credit guarantee,
with the purpose of supporting and expanding the export of domestic products and enhancing
international competitiveness of its products. It mainly includes the seller’s credit for domestic
exporters and buyer’s credit for foreign importers. The interest rate for export credit is lower than
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the market rate, where the difference is burdened (absorbed?) by the nation’s fiscal funds. Such
arrangement attracts foreign importers who are short of funds to utilise export credit in purchasing
the lender country’s agriculture products. The AoA failed to include export credit, export credit
guarantee or insurance policy into the reduction scope. Table 1 shows the measures employed by
WTO member countries, such as US, EU, Canada, and Japan etc., on the export credit and export
credit guarantee or insurance policies.
The US has a large scale in export credit guarantee (ECG). It has presently the largest agriculture
export credit plan in the world. According to its Agriculture Act, 2002, its annual budget allocation
to ECG is at least US$5.5bn. During the past ten years, the total export via ECG reached US$34bn.
A large part of this is, in fact, export subsidies. According to the data submission from Brazil to
WTO, among all export credit guarantees used in exports by the US, US$1.63bn or 48 percent of the
total ECG in 2003 violates the AoA.
The standpoint on export credit, export credit guarantee or insurance policy of China is to limit and
reduce the amount of export credit; and limit the object to members of low income countries, countries
with food scarcity, LDCs, and products directly related to food security.

Nation
US
EU
Canada
Japan

Table 1: Export Credit and Export Credit Guarantee or Insurance Policies
Measures
Export credit guarantee; large direct loan to domestic agriculture; long-term preferential
credit for domestic exporter and foreign importers, reaching US$3.39bn in 2003
Provide low-interest credit to exports
Set up Canadian Export Development Corporation to provide loans which aids the export,
provides risk insurance, and presents loan guarantee to banks granting export credits
Promulgated export insurance law in 1993 constantly establish and perfect multiple export
insurance system

Food Aid, Export Limitation, and Export Tax
Export limit refers to the administrative system applicable on volume, value, and destination limitation
on the export goods.
Export tax refers to the duty levied on commodities to be shipped abroad by the Customs of the
exporting country. Export tax increases the cost of the exported goods and weakens the competitiveness
of the domestic product thereby posing a disadvantage in the exporting and international markets.
The developing nations, in order to increase their fiscal revenue, sometimes levy export tax on
certain commodities. But such tax is on a slow downtrend. Most of the Latin American nations levy
export tax around the level of 1-5 percent. Some developing countries in Asia and Africa also levy
export tax.
The export tax and export limitation is the opposite measure as compared to export subsidies. The
deployment of export limit measures damage the confidence of importing countries in the international
market thereby making them rely more on domestic support and hence further develop domestic
agriculture. For export limitation and export tax, China’s fundamental stance is that since export tax
is a fairly important issue for many developing countries, they should enjoy the differential treatment
on this aspect that is different from developed countries. If the new terms and conditions become
more stringent against export limitation and export tax, developing nations should receive certain
waiver.
As for food aid, China’s fundamental stance is that donation is the only legal form of international
food aid. It should not exist in other forms including credits. In addition, as for the amount of supply
from the donator country, limitation promise and information circular system should be set up.
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3. Understanding of and Consideration on Agriculture Negotiation Position of Brazil, India,
and South Africa
3.1 Cooperative Opportunity Perceived by China in Negotiation
The four big developing members, China, Brazil, India, and South Africa bear many similarities in
domestic circumstances and negotiation backgrounds: a majority of their exports in agriculture
products are primary goods; their expenditures on agriculture subsidies are much lower than those
in most of the developed nations (EU, US, Japan etc.); and each of them have relatively weak
bargaining power as an independent country on the negotiation table. Such background provides
feasibility and necessity for communication and cooperation on aspects of their future industrial
structure adjustment and development strategies.
The officers being interviewed made two arguments on the feasibility of cooperation. First, in these
four nations, the agriculture sector receives similar treatment on domestic support and export subsidies
in the three big trade issues. Due to factors such as fiscal administration, these countries provide
fairly low production subsidies and export subsidies to their domestic agriculture products. Most of
the distortion in the global agricultural production comes from the developed nations. Therefore,
these four developing nations can easily find a common position on issues of domestic support and
export subsidies. If the strategy of bringing about a reduction in domestic support and export subsidies
among developed countries can be successfully implemented, exports in agriculture products from
the developed nations will suffer from higher costs. Therefore, the developing countries, including
India and South Africa, that are conservative on the market access issue will able to improve their
promises in market access without worrying too much about the impact of such commitment.
Secondly, there are mutual benefits in terms of agriculture trade among the four countries and the
positive impact brought by such benefits can be greater than the purely economic impact. When
viewed from the total volume of global trade, the trade in primary products is mainly concentrated
between the developed and the developing nations, while such trade between developing nations is
relatively small. It implies that there is another motivation for the developing nations to coordinate,
that is to strive for the lowest tariff and market access threshold as well as export subsidies and
domestic support, which is is expected to reduce the distance between the developed and the
developing nations and relieve the poverty problem domestically.
One substantial reason for the increasingly severe poverty problem in the world originates from a
series of policies of the developed nations, which deteriorate the terms of trade for developing
nations. Thus, the agriculture sector in developing nations fails to receive sufficient development
and their exports suffer from great limitations. As a result, the developing nations, whose population
is concentrated in the rural areas and in the agriculture sector, fail to move onto the track of fast
income growth. Therefore, the coming round of agriculture negotiation is a good opportunity to
address poverty issues and the subsequent social problems.
The interviewees also analysed the cooperation of the four countries from the perspective of necessity.
Rather than the maximisation activity of trade or production efficiency, the process of trade negotiation
and the formulation of the final rules of the game are actually the result of the combat for balance
among different forces/players of the negotiation. The analysis on these forces should not be limited
to the particular scope of the negotiation in agriculture trade, but be viewed from the grand picture
of trade. There is no doubt that the US has the greatest bargaining power in negotiation, which can
be balanced by the EU if all EU countries speak in one voice. Japan is also a strong force. But each
developing country itself can never fight single-handedly with any of these voices from the developed
countries’ group. The so-called ‘force of negotiation’ not only relates to trade volume, but more
importantly relates to trade pattern. China can be regarded as a trade giant from the perspective of its
total trade value. However, its exports are concentrated in low technology, low value-added, and
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labour-intensive products. In addition the goods it exports are mainly in perfect competitive sectors
thereby barely having any control over the export market. Other developing countries also have
similar problems. Because developing countries are at the low end of the global supply chain, their
demand for high-end products with high technology makes them important overseas markets for the
developed nations. Therefore, if such market forces can be united, they would be in a position to
influence the negotiation results, to some extent.
The interviewees also argued that rather than in other negotiations, it is more reasonable and possible
for these four developing countries to cooperate in agriculture negotiations. For example, most
developing countries are capital and technology scarce, but labour abundant, especially unskilledlabour. Therefore, exports of manufacturing goods from these developing nations to the developed
world are all concentrated in labour-intensive products and the relationship among these countries is
more competitive. This provides them little possibility for cooperation. On the contrary, their trade
pattern in agriculture depends largely on the combination of natural resource endowment and human
capital, which is different among countries. Thus, these countries can compensate each other so that
the possibility for cooperation in the negotiation of trade in agriculture appears more feasible.
In one word, it is necessary and possible for these four large developing nations to speak out as ‘one
voice’ in the negotiation of agriculture via uniting their forces as the major market for goods from
developed countries.
In fact, the attempt of such cooperation existed before the Cancun Conference. In order to prevent
EU and US from getting to an agreement and dominating the negotiation process, the four large
developing countries took the lead with participation of other developing members, and formed one
group that was expected to balance the power of the developed members. Although it is still too
early to judge the outcome, unfortunately, the result from Cancun Conference proved that such
cooperation was not as effective as once expected.
Why Cooperation is Neither Easy nor always Effective
• Different countries have different resource endowments and different governments have
different interests and emphasis, thus it is hard for these countries to have a consistent
stance.
• Most of the developing countries have weak research ability and they are relatively new
members lacking negotiation experience, their technical analysis during decision process
was insufficient, which brought confusion and made it hard for them to decide how to give
up partial benefit for the maximum overall benefit. As a result, all countries were not only
unwilling to make concessions and thus failing to form a unity, but they also asked for
unreasonable prices separately, which led to the breach of negotiation.
• The understandings among developing countries are far from sufficient and profound. For
example, China has maintained multiple years’ state visit relationship with the other large
developing nations and trade has always been a critical topic during each visit. However,
most of the communication rested superficially on intentions. Recently, such situation is
improving, thanks to upgrading research on negotiation techniques and deepening
communication among these countries.
3.2 China’s Concern and Consideration for IBSA Agriculture Negotiation Position
As was described, China, India, Brazil and South Africa , and other developing members have
become aware of the significance of trade towards domestic economic development and wealth
creation and distribution. Therefore, each country reiterated the cooperation promises in regard to
agriculture trade negotiation in weakening the distorting subsidies and increased entry barrier made
by developed countries while ensuring the S&DT to the developing countries. The following
paragraphs will cover the understanding and concern of China to IBSA in this round of agriculture
negotiation, especially areas with major disagreement.
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Although the developing nations possess mutual benefits, their interests, concerns, negotiation
positions, and strategies differ greatly among these four countries or even within G-20 group.
Meanwhile, China, as a new member to the club, shall coordinate its concern with the experienced
members, such as Brazil and India. For example, China should try to reach an agreement on the
elimination of export subsidies by developed nations and granting S&DT to the developing nations
with the experienced members. On the other hand, China might pay more attention to the differential
treatment for new members that are more closely related to its own interest.
From the perspective of agriculture cooperation or competition, China does not trade much with the
rest of the three nations. Therefore, competition and mutual compensation will be mainly applied to
the same product category in the world market. Since China has a great comparative advantage in
labour-intensive products, the other three countries might feel the pressure from China on these
products. For land-intensive products, such as wheat and maize, these countries seldom face
competition from China. When it boils down to each country’s domestic production structure and
negotiation standpoint, Brazil is relatively abundant in natural resources and it is more competitive
in agriculture products than China and India, hence it is more radical in seeking greater tariff reduction
and domestic support reduction by the developed members. For example, on the reduction formula
relating to market access, the one proposed by Brazil differs from the one proposed by China and
India. In addition, Brazil did not consider other developing countries as much as China did. India’s
position is somewhere in between, since its degree of protection on agriculture products is much
higher than that in China and Brazil. A tariff of 70 percent or 80 percent is common and some
products have a tariff of as high as 100 percent in India. Agriculture is an important sector for India’s
economy. However, it does not have strong competitiveness in agriculture products. Consequently,
contrary to Brazil’s radical proposal in agriculture trade negotiation, India’s strategy is predominately
protective. South Africa takes the middle ground. China’s stance for market access and domestic
support in general asks for a more radical approach. This is because of the price it paid to enter the
trade club. It has afforded especially high prices for agriculture protection. The previously large
tariff reduction and quota expansion left little room for it to fall back further in subsequent negotiations.
As was stated before, China supports the compromise between the ‘Swiss Formula’ and ‘Uruguay
Formula’, insists the plan of high tariff high reduction which is compliant with the spirit of the
framework agreement. In the meanwhile, it will provide proper protection to the production of
large-scale agriculture products that affect its security and lives of its citizens. On such aspect,
China might hold a closer stance with Brazil.
In general, China did not make a comprehensive understanding in relation to the domestic agriculture
production, position, and strategic choices of other three nations (Brazil, India, and South Africa).
China did not run short of communication with member nations – from the trade superpower US to
the new member Croatia. However, such communication often centred on the expression of intent.
There has rarely been effective communication on many substantial and key practical issues.
The former kind of communication brings everyone to the same negotiation table, but it is the latter
which is the key to safeguard the effective negotiation results. According to opinions from relevant
personnel who participated and are participating in the agriculture negotiations, there are several
possible reasons for lack of such communication. First, as a new entrant, China has had insufficient
time to know the WTO rules and the member countries. The research for previous rounds of
negotiation focused on manufacturing, financial, and telecommunication sectors. It became relatively
passive in agriculture negotiation. In addition, China has promised excessively in order to cope with
the plan of ‘thorough entry’. Therefore, it is left with little room for any further bargaining in
agriculture negotiation.
Secondly, as was the case with many other developing nations, China’s technical preparation and
information accumulation during the trade negotiation was severely insufficient. The capacities of
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developing nations in science research system and technical analysis commonly lag behind those of
the developed nations. Additionally, the research system among developing nations is relatively
closed and most of their open academic and project research are published in public journals in the
developed nations. Therefore, the decision makers, researchers, and relevant personnel have very
little chance to be exposed to such knowledge.
Finally, developing nations are commonly confronted with more political issues: the decision process
of the government has lower transparency; the formation of the negotiation strategy might be
manipulated by the interests of certain powerful domestic groups. The more severe problems arise
from the lack of consistency in making strategic choices because the negotiation standpoints are
contaminated with the necessary balance of the political system. Naturally, the decision process is
apparently beyond common sense if we try to understand it purely from the point of economic efficiency.
4. WTO Hong Kong Ministerial Conference – Making Progress Amidst Frustrations
Pascal Lamy, the WTO Director-General, has described the six-day Hong Kong Ministerial
Conference held in December 2005, as ‘bringing the stagnant Doha Development Agenda (DDA)
back to the normal track’. In order to avoid the recurrence of the broken-down negotiations, like at
the Seattle Ministerial Conferences in 1999 and in Cancun in 2003, Lamy proposed to lower the
expectations to strive for initial achievements. The proposal coincided with the Chinese Delegation’s
concept of ‘Early Harvest’, which was put forward at the Negotiation Group Meeting in Geneva.
The concept of ‘Early Harvest’ originated at the negotiation on building up a free trade zone between
China and the Association of Southeast Asian Nations (ASEAN) 10+3. It implies narrowing down
the scope of negotiation, so as to achieve early harvest on the agenda items on which there is minimum
disagreement amongmembers and on which consensus in most likely. It has built up a springboard
for the coming negotiation at the end of 2006 for members to achieve greater accomplishment.
4.1 Achievements at the Hong Kong Conference: An Outline
As predicted, specific figures for reduction of subsidy and tariff has not been embodied in the Hong
Kong Ministerial Statement. All members were fully aware of the great divergence of views with
respect to this before the Hong Kong Ministerial was held and it was impossible to achieve a common
understanding on the statement in Hong Kong. Ministers of member countries have only reached
unanimous agreement on some principles, providing instructions to achieve the overall model of
negotiation on agriculture and non-agriculture issues in the future. Meanwhile, they have proposed
that these would be completed by April 2006, so that this round of negotiation can be drawn to an
end by the end of 2006.
In general, there are two major achievements arising from the Hong Kong Ministerial: i) it has been
made clear that export subsidies for agricultural products will be banned by the year 2013. However,
it is subject to the progress in achieving the overall model. ii) a material progress has been made on
cotton trade and duty-free and quota-free market access for least developed countries (LDCs).
Nevertheless, it is worthwhile to note whether these promises would bring about material interests.
The more specific achievements in the three biggest issues are as follows:
4.1.1 Competition over Exportation
EU has finally agreed that export subsidies should be banned by the year of 2013. According to the
Ministerial Statement, “most export subsidies shall be banned during the first half period (the execution
period for the developed members shall be five years at the Uruguay Round) since the ban takes
effect”. April 30, 2006 is the deadline for formulating rules on grain aid, export credit and stateowned trade enterprises specialising in export, which has been further embodied in the Statement.
With respect to grain aid, EU has regarded such aid in kind as export subsidy in disguised form.
Therefore the Statement mentions that “effective rules and disciplines shall be formulated to restrain
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aids in kind, monetary aids and re-exportation, so that no gap will appear for the members to continue
granting export subsidies”, Moreover, it has been proposed to formulate a “safe” policy on emergency
grain aid to meet the needs in emergency.
4.1.2 Domestic Support
The issue of reduction in domestic support has been addressed at three levels. EU will implement
linear reductions by the largest margin at the highest level, US and Japan at the upper level, and the
other members at the lowest level. Although some member countries (such as Switzerland) remain
at the lowest level, they shall conduct additional reductions because of a relatively high level of
distorted domestic support on trade. According to the Statement text, the overall reduction shall at
least equal to the sum of AMS, Blue Box and respective allowable micro-scale reduction. This
stipulation can preclude members from switching from one box to another to evade the obligation
on reduction. However, the rule on Blue Box was not mentioned in the text.
4.1.3 Market Access
Member countries have agreed to reduce tariffs at four levels. And it is proposed that members shall
strengthen common understanding on the boundary applicable both on developed and developing
members as well as on how to deal with sensitive products. Finally, developing countries are allowed
“to designate some tax items as special products at their discretion in accordance with the indicators
on grain safety, farmers’ livelihood and the principles of developing rural areas, while special safeguard
mechanism may be put into practice”. However, developing member countries were only allowed to
‘designate’ special products as stipulated in the Framework Protocol of 2004. With respect to the
special safeguard mechanism, the controversial content on price triggering has also been embodied
in the text but the content on quantity triggering, which is significant to developing member countries,
has been left out. For it is impossible for them to effectively control the quantity of import, but it will
be easier to control the price.
4.2 Achievements on Cotton Trade and Market Access for the Least-developed Member Countries
4.2.1 Cotton Trade
With respect to the ‘competition on exportation’, it is proposed in the Ministerial Statement that
developed countries shall ban all the export subsidies in the year 2006. This would mainly concern the
US (no other developed members grants subsidies for cotton exports). It implies that the US shall abandon
its ‘Phase II’ Subsidy Programme for Cotton Export and the subsidy elements in the credit programme
for cotton export. With respect to ‘market access’, the developed members are required to provide the
LDCs with tariff-free and quota-free market access, as per the text. In fact, it is less likely for these
African members to benefit from it, since they do not export cotton to US. On the contrary, they have to
compete with American subsidised cotton in other markets, especially Asian markets. With respect to
‘domestic support’, ministers have agreed that “it would be more ambitious and involve a shorter
period to reduce domestic support on cotton trade that has distorted the trade than to achieve formula of
general reduction. (Refers to general reduction of domestic support on distorted trade)” at the last moment
of the Conference. It means that the reduction margin of domestic support on distorted cotton trade and
implementation progress would not be considered and confirmed until the final programme on the overall
reduction for agricultural products and its implementation is confirmed. African cotton-producing countries
were very disappointed with this provision. This is because 80-90 percent of export subsidy on
cotton-made clothes is granted by the US to its producers (about US$3.8bn in 2004), which has
facilitated American cotton-made clothes to be sold at a price lower than its cost in international
market. With respect to compensation, it is not stipulated in the Ministerial Statement, that a
compensation mechanism or emergency fund shall be set up to grant aid to producers of cottonmade clothes who are affected..Meanwhile, WTO’s Secretariat is required to seek cooperation from
bilateral organisations, regional organisations and multi-lateral organisations to set up a mechanism to
solve the problem of income reduction in cotton-producing sectors before the subsidy is nullified.

IBSA Streategy for WTO Agriculture Negotiations  163

4.2.2 Market Access
It is proposed in the Ministerial Statement that the developed country members shall provide the
LDCs with tariff-free and quota-free market access in the year 2008. Although the proposed time is
later than what the LDCs had expected, it is important that it has been put on the agenda. Thus, the
LDCs will benefit from the provision without being impacted by the question, whether DDA can be
completed by 2008. However, the scope of the involved products may still restrict market access for
the developing countries. If the developed member countries could not open the market to all products,
then at least the market for 97 percent tax items shall be opened. However, even the remaining items
only occupies 3 percent of the total tax items, it may comprise 330 tax item numbers to the maximum.
Since the export from the LDCs may be relatively simple products, the 3 percent tax items may
comprise all of their exports.
4.3 China’s Stance and Strategies for the Next Phase
China has played an important role at Hong Kong in the accomplishment on cotton trade and marketaccess for the LDCs with its concept of ‘Early Harvest’. This has ensured impetus for the negotiation
and the participating members’ confidence. Meanwhile, China has taken a relatively intransigent
attitude on ‘defence’ issues relating to access to its market for agricultural products.
4.3.1‘Early Harvest’ Strategy
The ‘Early Harvest’ Strategy means that unanimous agreement shall be reached first on trade
facilitation, public heath, intellectual property and two-free (tariff-free and quota-free) treatment for
the LDCs. It is elaborated as follows:
a) With respect to trade facilitation, China has accumulated successful experience on simplifying
procedures of passing customs and electronic customs-passing in its trade development in the
past 20 years, which China would like to share with other countries to facilitate world trade;
b) Some over-strict rules on protecting intellectual property shall be revised to cope with the
occurrence of public health crisis in the world. When an epidemic breaks out in large areas of
some developing countries, the patent period of medicines and pharmaceuticals can be disregarded
so that generic substitute medicines and pharmaceuticals may be imported. In other word, if
epidemic diseases, such as HIV/AIDS, bird-flu and Severe Acute Respiratory Syndrome (SARS)
break out in large areas, the countries that are facing the crisis shall get access to the medicines
and pharmaceuticals that they need.
c) Two-free treatment for the LDCs shall be put into practice in countries with a heavy economic
dependence on cotton in West Africa, for their economies have taken a strong beating by the
developed countries’ subsidy on cotton and the high-tariff policy of cotton-producing countries.
China and developed countries have taken the lead to abandon the tariff and subsidy on cotton,
granting LDCs the opportunity to take part in trade competition. The extremely poor members
are allowed to continue implementing their trade protection policy in some key domains as
stipulated in the Protocol.
The concept of ‘Early Harvest’ and the achievements resulting from it have conveyed a strong
signal: As a developing country member of WTO, China has undertaken the responsibility of getting
developing member countries united and coordinated to strive for ‘one-voice speaking’. There are
two preconditions on playing such a role and further continuing to play this role. First, China is
more aware of the common need of developing countries. It would take the responsibility of holding
the developing members together more firmly, coordinating with each other more harmoniously,
and expressing the common needs in ‘one voice’. Second, China has become a reliable economic
and political partner of both developing countries and developed countries. In fact, China is the core
member of the negotiation groups G-20 and G-33, comprising developing member countries, thus
allowing it to coordinate these two Groups with African Group, Caribbean Group, Pacific Group,
Group of LDCs and G-90, which would effectively change WTO’s negotiation framework. For
instance, at the Hong Kong Conference there was great divergence in opinion between EU and most
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other members over the final deadline for developed countries to abandon export subsidy. EU was
even not willing to propose a specific time limit in the Ministerial Statement, while most member
countries were willing to stipulate the year 2010 as the time limit. When these negotiating parties
kept debating over it, China proposed that, the time limit proposed by EU of 2013 is acceptable, in
an appropriately strict basis and other specified conditions. It won the consent of India, Mexico, and
other members at the Green Room Meeting7 .
4.3.2 China’s Position on Agriculture
As analysed above, China has fulfilled its promises about agriculture since its entry into WTO in the
year 2001. The extent to which the agricultural products markets have been opened can easily be
seen from the average low tariff on agricultural products. With respect to the tariff level- the world
average tariff on agricultural products is 62 percent, while China’s average tariff on agricultural
products is 15.3 percent, one fourth of the world average tariff. With respect to tariff reduction
margin- China’s average margin of tariff-reduction on agricultural products has reached 72 percent
since the Uruguay Round in the year 1992. In accordance with G-20’s formula on tariff reduction,
the sum of tariff reductions made at the Uruguay Round and the Doha Round by WTO’s developed
country members just touches 70 percent, while China’s tariff reduction in one round exceeds the
sum of their tariff reduction in two rounds.
Now that China has been in the transition period since its entry into WTO, the quotas on foreign
imports of agricultural products has reached the maximum point this year. Also quotas on importing
wheat, rice, sugar and cotton have accounted for over 5 percent of the total domestic consumption.
Again no subsidy has been granted on China’s export of agricultural products. Its support and
protection on agriculture is within ‘Yellow Box’ policy, and only 8.5 percent is allowed as the
micro-scale one. Since China’s market for agricultural products is widely open, a great number of
foreign agricultural products have been pouring into China’s market. Moreover, these are products
of distorted trade sold at lower price, which has resulted from high subsidy granted by some WTO
member countries. This has greatly effected agricultural production in China and further impacted
farmers’ income and employment.
Some relevant data indicates that the value of agricultural products import was US$51.4bn in the
2004 when China has been transformed from an exporting country into an importing country on
agricultural products. In accordance with WTO’s requirement on statistics, the trade deficit has
already reached US$8.3bn. Thus, China cannot make any further concession on tariff reduction on
agricultural products or further opening its market of agricultural products.
Besides, China is still a developing country facing great difficulties in developing its agriculture and
rural economy. In 2004, Chinese farmers’ average per capita income was RMB 2, 936 (US$366.5),
which is less than one dollar per person per day. The difficulties are fourfold: i) The population base
is huge, and per capita agricultural resource is low. For instance, per capita land is only 0.17 hectares,
which equals to ¼ of the world average, 1/30 of EU’s and 1/200 of per capita land in US; ii) Farmers
reside scattered and technology in the agricultural sector remains relatively laggard, so that the
agricultural production is small-scaled; as a result, the quality of agricultural products greatly differ
and the economies of scale is hard to reach; iii) Agricultural infrastructure has been weak and
agriculture suffers from lack of technological innovation. The farmers are poorly-educated, and the
overall agricultural quality and competitiveness have been weak and underdeveloped; and iv) The
economy is not strong enough to make huge investments, commit support and protection for
agricultural production and farmers’ livelihood as developed countries do.
WTO member countries shall take China’s basic situation and development needs of its agriculture
sector into account to waive or mitigate tariff reduction on products that are significant to Chinese
people’s livelihood, so that China’s agricultural production and rural economy can develop in a
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coordinated way. This strategy would also be the main principle to be followed by China in its
discussions with respect to agriculture at Hong Kong and at WTO negotiations in future. This principle
has been rewarded at Hong Kong Conference, which includes: i) With respect to domestic support,
China has achieved 8.5 percent micro-scale waiver of tariff reduction, which has left some space for
industry feeding back agriculture and urban areas supporting rural areas; ii) With respect to market
access, an achievement has been made at Hong Kong in that, developing countries have been allowed
(using their discretion) to designate some products as special ones for their relation to grain safety,
farmers’ livelihood and development in rural areas.. These products shall be dealt with more flexibly
than other products. It has left some space for protecting agricultural products of significance to
Chinese people’s livelihoods , like grain, cotton, oil and sugar; and iii) With respect to the treatment
of newly acceded members of the WTO, China has called for special attention on the particular
situation that newly acceded members of the WTO are facing. This has been approved and written
into the Ministerial Statement. China has also executed the power of a formal member to formulate
rules to the advantage for newly acceded members, which would help China get more elbowroom
and initiative in future negotiations.
Analysed with the foregoing information, China’s attitude and action at the Hong Kong Ministerial
has conveyed strong signals that it is less likely for China to make an overall concession on domestic
protection and market access in future negotiations on agriculture. China has placed emphasis that
developed member countries shall reduce domestic subsidy and increase market access.
With respect to China’s status among developingcountries, it will not be a leader of developing
countries due to lack of negotiating experience and divergence of interests. Many developing countries
are not partners of China but rivals in the arena of international trade. However, China shall act as
go-between between developing countries and developed countries, to coordinate parties for achieving
the goal of the Doha Round which is to lessen the differences between the South and the North and
to achieve common development. Thus, the Doha Round could be redeemed as the real ‘Development
Round’.
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Endnotes
1 Source of Data: China Agriculture Development Report, Databank, http://www.agri.gov.cn/ by Ministry of
Agriculture.
2 Source of Data: An Analysis of International Trade in Agriculture Products in China’s FY 2004, Databank,
http://www.agri.gov.cn/ by Ministry of Agriculture
3 The special treatment to the developing countries aims to ‘maintaining price stability and protecting consumer
rights, and therefore giving special considerations for retaining the monopolistic position of state trading
enterprises’. It is used to rebut the US and the EU proposal to call off the SOE monopoly over agricultural
product exports during the next round of negotiation.
4 Source of Data: http://www.e-greenfood.com/soonweb/new/new/20055/n200556111059-15220.html
5 Data Source: WTO and International Competitiveness of Agriculture Product, Page 40, Zhen Wang, China
Economics Publishing, 2004
4 Before a formal comprehensive agreement can be reached, a Framework Agreement was passed in August,
2004. The Framework Agreement lays down a set of guiding principles providing parameters for the more
detailed negotiations on modalities that are to follow. It also provides firm commitments across all 3
agricultural pillars of market access, domestic support and export competition. It became the main guidelines
and footstone for further negotiation and agreement.
5 Source of Data: http://www.e-greenfood.com/soonweb/new/new/20055/n200556111059-15220.html
6 Data Source: WTO and International Competitiveness of Agriculture Product, Page 40, Zhen Wang, China
Economics Publishing, 2004
7 Green room is set to be an effective decision-making body in the WTO. The green room is not a formal
decision making structure. In theory, members can block a consensus in the TNC or general council. However,
results coming out of this green room have been taken to the formal TNC and rubber stamped. The problem
is that, the criteria for being in the green room are not clearly known.
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1. Introduction
This report forms part of a project on ‘Devising a Comprehensive India–Brazil–South Africa (IBSA)
Strategy on World Trade Organisation (WTO) Agriculture Negotiations and provides insights into
the role of EU in WTO agriculture negotiations.
The paper provides information on three different issues. First, section 2 provides an overview of EU
agriculture in terms of production, trade, employment and protection. This aims to set the scene for
issues related to trade negotiations. Second, section 3 presents a brief review of IBSA and other negotiation
groups involved in WTO agriculture negotiations. Third, section 4 takes a look at the EU’s position on
agriculture by reviewing the history of the Common Agriculture Policy. Section 5 discusses the current
proposals put forward by EU in October during meeting in Zurich just prior to the WTO meeting in
Hong Kong (The EU’s position has moved a little towards more liberalisation as demanded by the
G20 since then, but the main elements are essentially the same). This includes a discussion with a
matrix of what the various countries think about the various issues involved in the current negotiations
on agriculture. Section 6 concludes the discussion by illustrating the possible implications.
2. Overview of Agriculture in the EU
The broad areas of agricultural activities in EU include production, imports and exports, employment
and land, and tariffs and other protection by the EU members.
2.1 Production
The geography and climate allow the EU member countries to produce nearly all agricultural products.
In value terms, cattle such as pigs and sheep, dairy products and cereals are among the most important
agricultural products (see Figure 1).
Figure 1
Main EU agricultural products (% share of production by value, 2002)

Source: European Commission (2004).

In several agricultural products, EU is among the world’s largest producers. In crop production, it is
responsible for more than half of global output in chicory roots (97 percent of world production);
mixed grain (93 percent); triticale (77 percent); carobs (74 percent); gooseberries (69 percent);
olives (67 percent); currant (63 percent); artichokes (63 percent); sugar beets (53 percent); and, rye
(50 percent) [see Table 1]. For livestock products, EU is a major producer of rabbit meat (47
percent); cheese (47 percent); turkey meat (38 percent); skimmed milk (37 percent); condensed
milk (36 percent); sheep meat (28 percent); and, fresh milk (28 percent) – [see Table 2 and 3]. In
processed agricultural products, it is a leading producer of olive oil, wines, whisky and other spirits.
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2.2 Imports
At the same time, EU is the world’s largest importer of agricultural products and the second largest
exporter as well. In 2003, extra-EU (251 ) imports of agricultural products, including fish totalled
US$82.8bn (7.5 percent of total merchandise imports). The largest importers of agricultural products
in the EU are Germany, France, Italy and UK. The EU’s major agricultural imports are tropical
products such as fruits, fish,2 coffee, tea, cocoa, spices as well as oilseeds and oleaginous fruits
(seeTable 4). Major suppliers to the EU include North Atlantic Free Trade Agreement (NAFTA Canada, US and Mexico), Mercosur countries (Argentina, Brazil, Paraguay, Uruguay), China, India,
New Zealand, Australia and the African, Caribbean and Pacific (ACP) group of countries (see Table 5).
2.3 Exports
In 2003, extra-EU exports (25) of agricultural products, including fish were US$63.9bn (6.3 percent
of total merchandise exports). In 2000, only US exported more agricultural products than EU. The
largest agricultural exporters in EU are France, Germany, Spain and UK. Major exports are wine
and spirits, dairy products, beef, various food preparations, including preparations of cereals and
rice (see Table 6). The EU’s major markets for its agricultural exports are NAFTA, the Mercosur
countries, Russia, New Zealand, Turkey, China and South Africa (see Table 7).
2.4 Employment and Land
The EU has 11 million farmers (a further 4 million farmers were added with EU enlargement in
2004) and a total land area of 382 million hectares, of which 177 million hectares is used for agriculture
(38 million hectares of agricultural land was added with enlargement). Of the total EU agricultural
land, two-thirds is used for the production of crops while one-third is used as permanent pasture
(FAO, 2005).
The percentage of the labour force participating in agriculture varies across the member states,
ranging from 0.4 percent in Luxembourg to 19.1 percent in Poland (see Table 8). There is more
employment in agricultural production in both southern and eastern Europe than in northern Europe.
Overall, employment in agriculture is falling, but employment in the agri-food sector remains stable.
Most EU countries have a low and declining share of the workforce in agriculture (e.g. Belgium or
the UK) although countries such as Portugal, Greece, Poland, Latvia and Lithuania depend on
agriculture for more than 10 percent of the total employment. Average farm incomes (and productivity)
are lower than average wages, and larger farms have tended to benefit most from support measures.
For example, Abare (2000) reports that the largest farms have the higher average net farm incomes.
At the same time, the farms with highest average sales receive the greatest amount of support per
farm.
2.5 Tariffs and other Protection
Following the implementation of the Uruguay Round Agreement on Agriculture (AoA), there is
evidence of high average agricultural tariffs and high tariff peaks for a number of agricultural
products from major importers of developed countries. Integrating two instruments of protection
(ad valorem3 MFN4 tariffs and ad valorem equivalents of specific tariffs5 ), Figure 2 illustrates the
mean and range of outside quota agricultural tariffs at a very detailed product level applied by the
EU, US, Japan, Australia and New Zealand across agricultural sectors (defined at more aggregated
level). At a first glance, the dispersion of protection is very large, from numerous duty-free goods to
highly protected goods. The EU and Japan have the highest average agricultural tariffs (19 percent)
and the greatest number of tariff peaks. Notably, New Zealand has the lowest average agricultural
tariffs (1.4 percent) and virtually no tariff peaks. In contrast, the agricultural tariffs of developing
countries reveal a different pattern of protection. Average agricultural tariffs of around 20 percent
are similar to those of developed countries’ importers but there are fewer tariff peaks.
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Various Measures of Protection
Bouet et al. 2004 find that the ad valorem equivalent of applied tariffs on agricultural products for
EU-25 was 16.9 percent in 2001. However different preferential rates apply to different country
groups, ranging from 33.5 percent to Cairns Group developed countries, 15.4 percent to Cairns
Group developing countries and 5.8 percent to sub-Saharan Africa (SSA). These averages mask
tariff peaks for individual products as well as tariff escalation (this applies to the EU as well as the
US, Japan, Canada etc.). For instance, Aksoy (2004) finds that average most-favoured nation
(MFN) tariff rates are 34.6 percent for grains, 54.6 percent for milk and 32.5 percent for meat.
The EU applied MFN are 13.2 percent for raw, 16.6 percent for intermediate and 24.3 percent for
final agricultural products.
Fontagne et al. (2003) shows several examples of tariffs peaks in the EU-25 schedule including
meat, sheep and goat to the US (221 percent), Developing Asia (113 percent), ACP6 (95 percent);
sugar to developing Asia (95 percent), US (65 percent); and wheat to developing Asia (54 percent).
According to Organisation for Economic Cooperation and Development (OECD) data, US, EU,
Japan along with some other developing countries support agriculture by around US$315bn.
According to these data, the EU15 provides most of its support to producers amounting to around
US$92bn. Within this, EU support is provided to different product categories and is higher for
products such as meat, milk and wheat than for corn ( Table 9).
Table 1: EU-25 Crop Production, 2000-2004
Tonnes (percent
of world production)
Chicory Roots
Mixed Grain
Triticale
Carobs
Gooseberries
Olives
Currants
Artichokes
Sugar Beets
Rye
Kiwi Fruit
Hops

2000

2001

2002

2003

2004

952,190
(97%)
3,867,014
(91%)
7,409,257
(80%)
179,434
(79%)
133,337
(75%)
10,339,016
(67%)
400,239
(61%)
904,850
(68%)
135,844,296
(55%)
10,219,617
(51%)
526,571
(52%)
45,471
(45%)

804,024
(96%)
4,725,322
(91%)
8,760,783
(81%)
131,343
(73%)
133,309
(78%)
12,213,633
(80%)
416,100
(64%)
880,334
(68%)
124,324,898
(54%)
11,889,378
(51%)
522,405
(50%)
49,151
(47%)

813,948
(96%)
4,571,021
(92%)
9,161,058
(81%)
144,751
(76%)
124,767
(69%)
10,387,293
(67%)
389,987
(60%)
833,888
(66%)
140,990,457
(55%)
9,171,089
(44%)
521,614
(52%)
49,640
(49%)

894,133
(97%)
4,392,362
(92%)
8,090,339
(74%)
137,403
(74%)
122,982
(71%)
12,813,522
(77%)
429,063
(63%)
732,977
(63%)
124,167,560
(53%)
6,901,257
(47%)
502,407
(50%)
45,757
(47%)

904,500
(97%)
4,805,606
(93%)
10,642,547
(77%)
137,000
(74%)
122,496
(69%)
10,328,362
(67%)
431,980
(63%)
751,100
(63%)
125,770,107
(53%)
9,841,333
(50%)
503,800
(50%)
45,359
(47%)
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Tonnes (percent
of world production)
Poppy Seed
Leeks
Grapes
Barley
Rapeseed
Oats
Sour Cherries
Mushrooms
Strawberries
Peaches and Nectarines
Cherries
Peas, Dry
Raspberries
Apricots
Wheat
Flax Fibre and Tow
String Beans
Apples
Hemp Fibre and Tow
Potatoes
Pulses nes
Carrots

2000

2001

28,676
(67%)
709,606
(48%)
28,204,954
(44%)
58,664,827
(44%)
11,201,313
(28%)
8,363,916
(32%)
327,801
(35%)
1,016,449
(39%)
1,086,820
(33%)
4,376,124
(33%)
676,308
(36%)
3,263,163
(31%)
118,314
(31%)
625,435
(23%)
125,076,067
(21%)
149,151
(31%)
336,891
(20%)
13,492,519
(23%)
8,033
(16%)
80,000,253
(24%)
583,067
(17%)
5,122,292
(25%)

30,798
(55%)
670,589
(48%)
26,057,688
(43%)
56,767,993
(39%)
11,476,677
(32%)
8,091,503
(30%)
365,880
(36%)
1,087,542
(38%)
1,105,887
(35%)
4,297,006
(31%)
573,795
(30%)
3,210,581
(30%)
111,232
(29%)
542,968
(22%)
114,806,213
(19%)
151,895
(25%)
359,638
(23%)
12,972,705
(22%)
15,681
(25%)
69,829,987
(22%)
709,512
(19%)
5,083,392
(24%)
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2002

29,288
(58%)
674,173
(46%)
24,749,319
(40%)
56,484,914
(41%)
11,638,089
(34%)
9,267,893
(36%)
314,353
(38%)
1,085,119
(37%)
977,741
(30%)
4,159,848
(28%)
584,992
(32%)
3,054,418
(31%)
108,101
(26%)
598,698
(24%)
125,094,002
(22%)
152,700
(20%)
371,578
(22%)
12,114,479
(22%)
16,811
(23%)
68,046,210
(21%)
691,962
(20%)
4,800,945
(22%)

2003

2004

36,064
(41%)
679,919
(45%)
25,176,681
(40%)
54,608,501
(39%)
11,056,194
(30%)
8,625,297
(33%)
371,198
(36%)
1,059,032
(34%)
873,442
(28%)
4,443,935
(29%)
547,743
(29%)
2,966,285
(29%)
96,004
(26%)
519,960
(20%)
107,258,013
(19%)
159,307
(21%)
351,664
(22%)
11,727,035
(20%)
17,151
(21%)
60,499,598
(19%)
847,762
(20%)
4,885,199
(21%)

40,870
(44%)
677,770
(44%)
28,211,100
(43%)
61,748,814
(40%)
14,671,407
(34%)
9,033,511
(34%)
346,250
(33%)
1,061,815
(33%)
900,700
(29%)
4,350,100
(28%)
517,470
(27%)
3,031,700
(25%)
96,784
(25%)
623,745
(23%)
135,972,040
(22%)
162,580
(22%)
350,000
(21%)
12,297,615
(21%)
17,151
(21%)
67,426,116
(21%)
834,162
(20%)
4,687,680
(20%)

Tonnes (percent
of world production)
Broad Beans, Green
Broad Beans, Dry
Pears
Sunflower Seed
Mustard Seed
Figs
Peas, Green
Vetches
Mixed Grasses &
Legumes
Hazelnuts (Filberts)
Almonds
Lettuce
Lemons and Limes
Hempseed
Plums
Beans, Green
Tomatoes
Tang.Mand.Clement.
Satsma
Cauliflower
Oilseeds nes
Chestnuts
Green Corn (Maize)

2000

2001

2002

216,311
(23%)
430,302
(12%)
3,428,620
(20%)
4,061,301
(15%)
20,360
(4%)
183,011
(17%)
1,694,767
(20%)
163,316
(16%)
204,818,351
(18%)
132,251
(19%)
413,610
(28%)
3,296,414
(18%)
1,734,361
(16%)
5,573
(17%)
1,330,125
(15%)
934,334
(17%)
16,914,684
(16%)
2,579,243
(14%)
2,272,679
(15%)
170,800
(10%)
118,843
(12%)
746,352
(9%)

195,926
(20%)
450,869
(11%)
2,899,966
(17%)
3,838,955
(19%)
25,949
(7%)
166,925
(17%)
1,520,736
(19%)
117,516
(10%)
219,370,693
(18%)
153,441
(17%)
446,060
(29%)
3,264,705
(18%)
1,807,448
(15%)
4,584
(17%)
1,371,970
(15%)
930,716
(17%)
15,977,165
(15%)
2,581,564
(13%)
2,113,805
(14%)
203,400
(12%)
111,684
(12%)
860,691
(10%)

211,043
(20%)
629,660
(15%)
3,121,845
(18%)
3,711,351
(15%)
41,795
(8%)
179,295
(16%)
1,539,158
(21%)
162,725
(14%)
216,493,171
(18%)
154,695
(19%)
481,315
(26%)
3,144,398
(16%)
1,591,344
(13%)
4,701
(17%)
1,313,198
(15%)
911,177
(16%)
14,966,351
(13%)
2,736,713
(13%)
2,022,422
(13%)
183,400
(11%)
114,731
(11%)
992,979
(11%)

2003

185,592
(18%)
660,659
(16%)
2,848,100
(16%)
4,053,769
(15%)
71,888
(10%)
176,006
(16%)
1,463,588
(16%)
179,411
(14%)
194,506,515
(16%)
108,288
(15%)
355,439
(21%)
3,114,772
(15%)
1,769,106
(14%)
4,363
(15%)
1,372,035
(14%)
855,656
(14%)
15,873,181
(14%)
2,865,129
(13%)
2,181,510
(13%)
202,600
(12%)
115,317
(11%)
1,074,388
(12%)

2004

207,800
(19%)
750,900
(17%)
3,028,900
(17%)
4,321,850
(16%)
124,415
(16%)
175,710
(16%)
1,488,995
(16%)
171,111
(16%)
194,445,815
(16%)
107,665
(15%)
246,500
(15%)
3,121,900
(15%)
1,749,100
(14%)
4,363
(14%)
1,377,395
(14%)
848,435
(14%)
15,833,000
(14%)
2,892,000
(13%)
2,137,327
(13%)
202,600
(12%)
116,343
(11%)
960,000
(11%)
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Tonnes (percent
of world production)
Blueberries
Oranges
Walnuts
Onions, Dry
Chillies & Peppers, Green
Stone Fruit nes, Fresh
Cantaloupes & oth Melons
Maize
Cabbages
Berries nes
Linseed
Pumpkins, Squash, Gourds
Buckwheat
Cucumbers and Gherkins
Tobacco Leaves
Avocados
Lupins
Quinces
Vegetables Fresh nes
Spinach
Nuts nes
Asparagus

2000

2001

31,596
(13%)
5,847,108
(9%)
140,137
(11%)
4,926,736
(10%)
1,936,987
(9%)
34,027
(9%)
2,136,638
(11%)
45,731,949
(8%)
5,567,549
(9%)
27,558
(4%)
229,748
(11%)
1,030,731
(6%)
132,909
(4%)
2,189,053
(6%)
395,514
(6%)
79,207
(3%)
72,317
(6%)
17,695
(5%)
10,844,158
(5%)
521,968
(6%)
21,500
(3%)
225,465

39,280
(16%)
6,025,261
(10%)
126,239
(10%)
4,782,370
(9%)
2,002,295
(9%)
35,190
(9%)
2,005,222
(8%)
51,634,017
(8%)
5,411,969
(9%)
26,056
(4%)
139,756
(7%)
1,063,288
(6%)
142,189
(5%)
2,198,374
(6%)
385,554
(6%)
90,406
(3%)
68,756
(5%)
17,013
(5%)
10,582,938
(5%)
480,199
(5%)
28,000
(4%)
232,655

(5%)

(5%)
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2002

2003

2004

25,511
(12%)
6,068,226
(10%)
139,439
(10%)
4,765,173
(9%)
1,942,380
(9%)
33,048
(8%)
2,035,153
(8%)
50,645,420
(8%)
4,498,247
(7%)
40,519
(6%)
118,657
(6%)
1,056,386
(6%)
142,013
(8%)
2,183,769
(6%)
362,843
(6%)
122,666
(4%)
60,705
(7%)
17,314
(5%)
11,023,825
(5%)
498,413
(5%)
19,000
(3%)
238,587

25,750
(11%)
6,357,739
(10%)
141,754
(9%)
4,602,553
(9%)
1,980,101
(9%)
32,300
(8%)
2,166,104
(8%)
41,551,846
(6%)
4,772,408
(7%)
47,443
(7%)
170,074
(8%)
1,090,319
(6%)
167,947
(7%)
2,172,439
(5%)
349,050
(6%)
150,374
(5%)
53,607
(5%)
16,507
(4%)
10,763,399
(4%)
501,240
(4%)
26,000
(4%)
245,346

25,750
(11%)
6,015,600
(10%)
141,450
(9%)
4,580,280
(9%)
2,020,760
(9%)
32,300
(8%)
2,116,000
(8%)
53,475,530
(8%)
4,830,280
(7%)
47,550
(7%)
138,531
(7%)
1,091,500
(6%)
153,900
(5%)
2,163,800
(5%)
334,159
(5%)
150,400
(5%)
53,210
(5%)
17,330
(5%)
10,743,400
(4%)
500,440
(4%)
26,000
(4%)
231,650

(4%)

(4%)

(4%)

Tonnes (percent
of world production)
Onions & Shallots, Green
Canary Seed
Pimento, Allspice
Cereals nes
Cranberries
Eggplants
Watermelons
Fibre Crops Primary
Pyrethrum, Dried
Flowers
Persimmons
Seed Cotton
Cotton Lint
Garlic
Grapefruit
Pistachios
Fruit Fresh nes
Peppermint
Citrus Fruit nes
Melonseed
Lentils
Anise, Badian, Fennel
Chick-Peas

2000

132,420
(3%)
11,348
(5%)
53,576
(2%)
44,185
(2%)
8,000
(3%)
654,672
(2%)
2,090,218
(3%)
696,292
(3%)
300
(2%)
42,450
(2%)
1,554,228
(3%)
539,108
(3%)
280,817
(3%)
75,840
(1%)
9,283
(1%)
304,130
(1%)
600
(1%)
44,202
(1%)
5,000
(1%)
37,049
(1%)
4,087
(1%)
62,609
(1%)

2001

146,158
(4%)
5,194
(3%)
73,637
(3%)
42,425
(2%)
8,000
(3%)
655,379
(2%)
2,019,764
(2%)
727,170
(3%)
300
(2%)
48,240
(2%)
1,644,692
(3%)
559,594
(3%)
300,053
(3%)
78,049
(1%)
9,277
(2%)
311,600
(1%)
600
(1%)
52,789
(1%)
5,000
(1%)
28,456
(1%)
4,070
(1%)
67,135
(1%)

2002

153,315
(4%)
8,451
(4%)
70,959
(3%)
53,871
(3%)
8,000
(2%)
634,583
(2%)
2,028,992
(2%)
623,994
(3%)
300
(2%)
54,170
(2%)
1,582,000
(3%)
454,483
(2%)
286,799
(2%)
77,443
(2%)
10,392
(2%)
301,150
(1%)
600
(1%)
57,485
(1%)
5,000
(1%)
35,110
(1%)
4,110
(1%)
82,287
(1%)

2003

151,623
(3%)
10,060
(4%)
70,800
(3%)
54,900
(2%)
8,000
(2%)
684,376
(2%)
2,197,131
(2%)
605,392
(2%)
300
(2%)
55,000
(2%)
1,386,000
(2%)
428,934
(2%)
285,972
(2%)
83,039
(2%)
11,015
(2%)
319,400
(1%)
600
(1%)
52,700
(1%)
5,000
(1%)
33,850
(1%)
3,610
(1%)
73,732
(1%)

2004

152,190
(3%)
10,560
(3%)
70,800
(3%)
52,000
(2%)
8,000
(2%)
693,000
(2%)
2,145,100
(2%)
644,731
(2%)
300
(2%)
55,000
(2%)
1,430,000
(2%)
465,000
(2%)
242,640
(2%)
82,600
(2%)
11,015
(2%)
319,100
(1%)
600
(1%)
52,700
(1%)
5,000
(1%)
32,554
(1%)
3,610
(1%)
67,100
(1%)
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Tonnes (percent
of world production)
Sorghum
Beans, Dry
Bananas
Rice, Paddy
Soybeans
Fruit Tropical Fresh nes
Spices nes
Roots and Tubers nes
Millet
Sesame Seed
Dates
Sweet Potatoes
Okra
Taro (Coco Yam)
Pineapples
Groundnuts in Shell
Sugar Cane
Yams
Cow Peas, Dry
Safflower Seed
Tea

2000

2001

641,994
(1%)
143,241
(1%)
439,644
(1%)
2,474,110
(0%)
1,187,059
(1%)
35,100
(0%)
3,500
(0%)
6,000
(0%)
13,296
(0%)

654,635
(1%)
138,421
(1%)
465,831
(1%)
2,555,741
(0%)
1,306,750
(1%)
35,100
(0%)
3,500
(0%)
7,715
(0%)
11,740
(0%)
89
(0%)
3,732
(0%)
71,817
(0%)
1,600
(0%)
2,600
(0%)
2,000
(0%)
3,937
(0%)
89,845
(0%)
2,100
(0%)
140
(0%)
17
(0%)
27
(0%)

99
(0%)
3,717
(0%)
53,072
(0%)
1,270
(0%)
2,800
(0%)
2,000
(0%)
4,313
(0%)
110,178
(0%)
2,100
(0%)
110
(0%)
21
(0%)
27
(0%)

Source: FAOSTAT (2005)
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2002

714,928
(1%)
141,149
(1%)
456,800
(1%)
2,616,382
(0%)
894,223
(0%)
35,100
(0%)
3,500
(0%)
8,000
(0%)
14,793
(0%)
1,531
(0%)
3,732
(0%)
53,953
(0%)
1,800
(0%)
2,600
(0%)
2,000
(0%)
3,444
(0%)
82,604
(0%)
2,100
(0%)
150
(0%)
17
(0%)
27
(0%)

2003

426,931
(1%)
125,634
(1%)
449,800
(1%)
2,653,989
(0%)
692,423
(0%)
35,100
(0%)
3,500
(0%)
8,000
(0%)
15,403
(0%)
1,787
(0%)
3,732
(0%)
54,255
(0%)
1,600
(0%)
2,600
(0%)
2,000
(0%)
3,862
(0%)
70,581
(0%)
2,100
(0%)
120
(0%)
17
(0%)
27
(0%)

2004

456,840
(1%)
125,565
(1%)
453,300
(1%)
2,701,000
(0%)
759,800
(0%)
35,100
(0%)
3,500
(0%)
8,000
(0%)
16,100
(0%)
1,787
(0%)
3,732
(0%)
54,143
(0%)
1,600
(0%)
2,600
(0%)
2,000
(0%)
3,862
(0%)
69,000
(0%)
2,100
(0%)
120
(0%)
17
(0%)
27
(0%)

Table 2: EU-25 Primary Livestock Production, 2000–2004
Tonnes (percent
of world production)
Rabbit Meat
Turkey Meat
Sheep Milk
Cow Milk, Whole, Fresh
Meat nes
Pigmeat
Skin With Wool Sheep
Goat Milk
Beef and Veal
Duck Meat
Horsemeat
Mutton and Lamb
Honey
Chicken Meat
Sheepskins, Fresh
Hen Eggs
Cattle Hides, Fresh
Game Meat
Wool, Greasy
Meat of Pigeon Oth.Birds
Beeswax

2000

2001

2002

2003

2004

517,176
(48%)
2,091,174
(39%)
2,378,456
(29%)
144,102,072
(29%)
243,300
(25%)
20,882,750
(23%)
57,289
(13%)
1,781,150
(15%)
8,011,455
(14%)
412,079
(14%)
117,577
(17%)
974,792
(13%)
162,344
(13%)
8,153,270
(13%)
177,358
(11%)
6,420,445
(12%)
847,854
(12%)
143,900
(10%)
175,124
(8%)
1,436
(8%)
3,397
(6%)

517,176
(48%)
2,091,174
(39%)
2,378,456
(29%)
144,102,072
(29%)
243,300
(25%)
20,882,750
(23%)
57,289
(13%)
1,781,150
(15%)
8,011,455
(14%)
412,079
(14%)
117,577
(17%)
974,792
(13%)
162,344
(13%)
8,153,270
(13%)
177,358
(11%)
6,420,445
(12%)
847,854
(12%)
143,900
(10%)
175,124
(8%)
1,436
(8%)
3,397
(6%)

524,656
(48%)
2,092,524
(39%)
2,394,688
(30%)
143,967,984
(28%)
246,200
(23%)
21,373,089
(22%)
63,670
(15%)
1,768,582
(15%)
8,082,645
(14%)
437,736
(14%)
89,961
(14%)
993,965
(13%)
154,103
(12%)
8,060,895
(13%)
190,317
(12%)
6,522,722
(12%)
873,079
(12%)
143,700
(10%)
180,331
(8%)
1,323
(7%)
3,325
(6%)

517,949
(47%)
1,982,391
(38%)
2,305,472
(28%)
143,427,279
(28%)
246,100
(23%)
21,629,948
(22%)
65,431
(15%)
1,721,811
(14%)
8,025,462
(14%)
429,910
(13%)
86,664
(13%)
1,002,638
(13%)
173,624
(13%)
8,029,214
(12%)
193,954
(12%)
6,138,045
(11%)
857,510
(11%)
143,700
(10%)
179,305
(8%)
1,320
(8%)
3,305
(6%)

519,835
(47%)
1,926,791
(38%)
2,319,050
(28%)
142,304,300
(28%)
244,100
(23%)
21,591,978
(22%)
64,636
(16%)
1,721,658
(14%)
8,049,575
(14%)
434,730
(13%)
89,763
(13%)
990,201
(13%)
161,145
(12%)
8,282,430
(12%)
194,251
(12%)
6,300,840
(11%)
821,176
(11%)
143,700
(10%)
178,492
(8%)
1,320
(8%)
3,300
(6%)
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Tonnes (percent
of world production)
Goose Meat
Goat Meat
Goatskins, Fresh
Meat of Mules
Eggs, excluding Hen
Meat of Asses
Buffalo Milk
Cocoons, Reelable
Buffalo Meat
Buffalo Hides, Fresh

2000

2001

2002

2003

2004

65,133
(3%)
79,514
(2%)
14,787
(2%)
650
(1%)
32,259
(1%)
400
(0%)
153,804
(0%)
200
(0%)
1,046
(0%)
150
(0%)

65,133
(3%)
79,514
(2%)
14,787
(2%)
650
(1%)
32,259
(1%)
400
(0%)
153,804
(0%)
200
(0%)
1,046
(0%)

70,162
(3%)
82,610
(2%)
15,482
(2%)
650
(1%)
32,772
(1%)
400
(0%)
142,545
(0%)
200
(0%)
1,991
(0%)
244
(0%)

75,119
(4%)
81,096
(2%)
15,529
(2%)
650
(1%)
33,375
(1%)
400
(0%)
127,345
(0%)
200
(0%)
1,352
(0%)
177
(0%)

75,162
(4%)
82,206
(2%)
11,355
(1%)
650
(1%)
33,223
(1%)
400
(0%)
125,045
(0%)
200
(0%)
1,400
(0%)
195
(0%)

150
(0%)

Source: FAOSTAT (2005)

Table 3: EU-25 Processed Livestock Production, 2000–2004
Tonnes (percent
of world production)
Cheese (All Kinds)
Skim
ilk&Buttermilk,Dry
Evaporat & Condensed
Milk
Butter and Ghee

2000

2001

2002

2003

2004

7,686,039
(47%)
1,338,258
(40%)
1,553,387
(41%)
2,080,490
(28%)

7,991,712
(47%)
1,244,647
(37%)
1,620,060
(41%)
2,051,698
(27%)

8,076,426
(47%)
1,377,304
(38%)
1,433,600
(36%)
2,100,784
(26%)

8,127,980
(47%)
1,370,639
(38%)
1,395,568
(35%)
2,105,955
(26%)

8,428,480
(47%)
1,261,764
(37%)
1,384,887
(36%)
2,084,276
(26%)

Source: FAOSTAT (2005)
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Table 4: Composition of extra-EU (25) Imports of Agricultural Products (including fish), 1995–2003
US$ mn

1995

1996

1997

1998

1999

706,184

743,010

772,819

796,153

818,485

Total agricultural
imports

73,373

76,777

74,048

74,701

69,404

64,387

66,796

70,064

82,862

Edible fruit & nuts

9,405

10,164

9,877

9,757

9,915

8,560

9,178

9,848

12,388

Fish

7,997

8,188

8,234

9,601

8,949

8,928

9,752

9,596

11,548

Oil seed, oleaginous
fruits

6,404

7,146

6,658

6,586

5,314

4,917

5,764

5,680

6,920

Residues & waste
from the food industry

6,215

7,382

6,174

5,364

4,841

5,198

5,798

5,891

6,629

Coffee, tea and spices

8,693

7,097

8,631

7,987

6,271

5,403

4,212

3,746

4,296

Beverages, spirits &
vinegar

1,658

2,021

2,236

2,464

2,824

2,901

3,194

3,611

4,211

Cocoa & cocoa
preparations

2,604

2,936

2,521

2,919

2,789

1,995

2,181

2,962

4,205

Animal/veg fats & oils

3,652

3,424

3,152

3,534

3,264

2,584

2,587

3,119

3,959

Prep of vegetables,
fruit & nuts

3,301

3,646

3,279

3,646

3,882

3,407

3,062

3,359

3,883

Prep of meat, fish
or crustaceans

2,816

2,858

2,732

2,991

2,733

2,559

2,623

2,781

3,365

Meat

2,645

2,840

2,753

2,578

2,458

2,442

2,789

2,763

3,296

Edible vegetables

2,815

2,809

2,322

2,450

2,518

2,337

2,407

2,477

2,764

Cereals

2,240

2,764

2,239

1,942

1,737

1,688

1,876

2,778

2,699

Tobacco and
manufactured tobacco

2,946

3,407

3,601

3,313

3,255

2,777

2,702

2,635

2,592

Sugars & sugar
confectionery

1,961

1,957

1,597

1,489

1,442

1,255

1,336

1,524

1,758

Miscellaneous edible
preparations

1,087

1,133

1,198

1,311

1,281

1,295

1,335

1,419

1,642

964

1,049

1,039

1,093

1,073

1,094

1,096

1,179

1,335

Dairy products

1,057

1,066

1,024

1,048

966

990

1,077

1,020

1,333

Cotton

2,401

2,284

2,223

1,969

1,359

1,376

1,272

1,107

1,042

Products of animal
origin, nes

1,026

1,075

1,060

1,047

913

872

834

821

968

Prep.of cereal, flour,
starch/milk

422

473

473

545

528

533

539

590

768

Live animals

350

364

381

383

447

635

564

549

605

Gums & resins

437

431

418

463

431

446

422

430

462

Vegetable plaiting
materials

149

147

131

132

115

116

127

104

113

Products of the
milling industry

128

115

94

89

97

78

67

76

80

Total merchandise
imports

Live trees & other plants

2000

2001

2002

2003

931,816 920,836 910,953 1,106,137

Source: UN (2005)
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Table 5: Source of extra-EU (25) Imports of Agricultural Products (including fish), 1995–2003
US$ mn
Total agricultural imports
Brazil
United States

1995

1996

1997

1998

1999

2000

2001

2002

2003

73,373

76,777

74,048

74,701

69,404

64,387

66,796

70,064

82,862

6,585

6,957

7,512

7,059

6,654

6,721

8,086

7,895

9,646

11,355

12,523

11,185

10,449

8,805

8,487

8,066

7,892

8,571

Argentina

3,792

4,037

3,392

3,566

3,811

3,465

3,431

4,248

4,993

New Zealand

1,888

2,077

2,126

2,130

1,954

1,801

2,064

2,202

2,686

Turkey

2,174

2,279

2,350

2,269

2,296

1,837

2,081

2,039

2,483

China

1,831

2,059

1,948

1,930

1,925

2,032

2,044

2,054

2,444

South Africa

1,429

1,613

1,637

1,825

1,858

1,423

1,636

1,789

2,169

Switzerland

1,717

1,655

1,569

1,562

1,615

1,495

1,593

1,685

2,090

Australia

1,931

2,013

2,265

2,041

1,816

1,900

2,018

2,062

2,084

Indonesia

1,602

1,754

1,755

1,636

1,514

1,389

1,148

1,446

1,559

824

932

824

946

968

826

983

1,058

1,413

Chile
Canada

1,766

1,531

1,434

1,459

1,208

1,217

1,181

1,029

1,411

Thailand

966

1,279

1,069

1,084

1,249

1,183

1,213

1,045

1,341

Costa Rica

978

1,131

1,085

1,151

1,055

957

995

1,064

1,286

Malaysia

917

918

697

976

863

704

816

915

1,264

India

1,128

1,582

1,572

1,448

1,331

1,263

1,151

1,114

1,253

Colombia

2,134

1,687

1,990

1,995

1,362

1,156

1,012

1,047

1,233

Ecuador

915

880

905

720

842

740

832

966

1,137

Israel

939

1,122

1,005

1,110

987

921

949

895

1,034

Mexico

502

476

551

455

416

426

426

415

485

Uruguay

284

313

325

275

262

199

210

288

337

Paraguay
ACP countries
Other

172

150

178

275

164

114

182

85

272

8,811

9,038

8,861

8,985

8,272

6,959

6,742

7,353

9,092

18,733

18,771

17,813

19,355

18,177

17,172

17,937

19,478

22,579

Source: UN (2005)
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Table 6: Composition of extra-EU (25) Exports of Agricultural Products (including fish), 1995–2003
US$ mn
Total merchandise
exports

1995

1996

1997

1998

711,962 743,834 761,811 758,508

1999

2000

2001

2002

2003

730,807 783,711 812,706 849,642 1,020,212

Total agricultural exports

55,695

56,035

57,496

54,321

50,382

49,378

49,804

54,617

63,924

Beverages, spirits
& vinegar

11,275

11,232

11,499

10,718

10,774

10,671

11,297

12,876

15,394

Dairy products

5,769

5,601

5,755

5,309

4,687

4,927

5,002

4,781

5,716

Miscellaneous edible
preparations

2,697

2,982

2,928

3,002

2,713

2,603

2,838

3,249

3,978

Prep.of cereal, flour,
starch/milk

2,836

3,087

3,290

3,107

2,705

2,749

3,054

3,253

3,795

Meat

3,828

3,860

4,156

3,719

4,017

3,660

3,445

3,489

3,679

Cereals

2,730

2,278

2,263

1,990

2,583

2,770

2,023

2,075

2,981

Animal/veg fats & oils

3,070

2,841

3,382

3,626

2,919

2,503

2,176

2,618

2,927

Prep of vegetables, fruit
& nuts

2,122

2,127

2,133

2,206

1,933

1,969

2,064

2,403

2,631

Tobacco and
manufactured tobacco

2,465

2,769

2,610

2,587

2,456

2,186

2,076

2,348

2,520

Sugars & sugar
confectionery

3,095

2,809

2,978

3,016

1,968

2,166

2,361

2,001

2,308

Cocoa & cocoa
preparations

2,146

2,332

2,317

1,799

1,401

1,424

1,528

1,786

2,227

Fish

1,521

1,551

1,685

1,488

1,586

1,511

1,584

1,766

2,122

Products of the milling
industry

2,259

2,576

2,257

1,911

1,587

1,552

1,616

1,698

1,958

Edible vegetables

1,081

1,000

1,156

1,198

1,090

994

1,071

1,481

1,730

Edible fruit & nuts

1,176

1,236

1,270

1,133

1,012

1,084

1,202

1,425

1,665

Live trees & other plants

1,068

976

950

857

1,012

1,053

1,106

1,276

1,475

Residues & waste
from the food industry

1,368

1,361

1,364

1,453

1,253

1,235

1,187

1,396

1,447

Prep of meat, fish or
crustaceans

1,637

1,772

1,908

1,602

930

920

922

969

1,077

Oil seed, oleaginous
fruits

790

792

816

886

1,116

809

755

912

968

Live animals

972

937

800

770

860

916

813

932

957

Coffee, tea and spices

815

775

886

921

754

693

672

706

913

Gums & resins

403

400

406

451

419

376

466

624

716

Products of animal
origin, nes

310

359

372

355

315

347

298

336

377

Cotton

250

367

302

206

280

246

235

203

346

12

14

12

11

13

15

12

15

17

Vegetable plaiting
materials
Source: UN (2005)
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Table 7: Source of extra-EU (25) Exports of Agricultural Products (including fish), 1995–2003
US$ mn

1995

1996

1997

1998

1999

2000

2001

2002

2003

55,695

56,035

57,496

54,321

50,382

49,378

49,804

54,617

63,924

United States

7,424

8,126

8,686

8,928

9,442

9,535

9,844

11,154

13,055

Russian Federation

6,066

6,899

8,353

5,894

3,577

2,,985

3,507

3,929

4,714

Switzerland

3,876

3,869

3,511

3,533

3,632

3,218

3,380

3,745

4,667

Japan

3,955

4,176

4,007

3,904

3,743

3,756

3,777

3,771

4,325

Canada

1,134

1,194

1,243

1,335

3,743

1,427

1,453

1,619

1,899

Norway

1,237

1,271

1,225

1,232

1,257

1,160

1,215

1,417

1,788

Saudi Arabia

1,536

1,728

1,413

1,356

1,600

1,625

1,334

1,366

1,782

Hong Kong, China

1,695

1,687

1,597

1,413

1,124

1,238

1,261

1,142

1,221

Algeria

1,271

1,082

1,151

1,234

1,048

1,081

1,131

1,171

1,147

Turkey

1,155

1,184

1,168

1,018

807

873

640

880

1,130

Australia

656

678

746

679

767

817

736

863

1,045

Korea, Rep.

882

1,142

1,014

514

843

880

847

1,043

964

Romania

513

455

386

653

428

468

649

669

964

China

865

383

445

638

831

659

561

613

863

Croatia

766

730

701

596

506

499

583

663

844

United Arab Emirates

702

687

724

679

796

756

731

740

833

Ukraine

786

959

950

729

405

426

438

523

797

Taiwan, China

938

878

955

651

680

692

655

684

761

Mexico

396

481

601

473

495

632

599

714

722

Nigeria

155

163

191

247

267

350

507

534

643

1,154

896

774

788

576

599

532

505

582

South Africa

515

496

548

454

447

334

316

360

435

India

141

100

133

180

287

135

159

190

219

2,984

3,047

3,100

3,323

3,078

3,180

3,471

3,684

4,305

14,893

13,724

13,874

13,870

10,003

12,053

11,478

12,638

14,219

Total agricultural exports

Brazil

ACP countries
Other
Source: UN (2005)
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Table 8 Agriculture Employment as percent of Total Paid Employment
1970

1980

1990

1999

2000

2001

2002

:

:

:

4.5

4.3

4.2

4.0

Belgium

5.0

3.2

2.7

2.4

1.9

1.9

1.8

Denmark

11.5

8.1

5.7

3.3

3.7

3.5

3.2

Germany

8.6

5.3

3.7

2.9

2.6

2.6

2.5

Greece

40.8

30.3

23.9

17.0

17.0

16.0

15.8

Spain

29.5

19.3

11.8

7.4

6.9

6.5

5.9

EU-15

France

13.5

8.5

5.6

4.3

4.2

4.1

4.1

Ireland

27.1

18.3

15.0

8.6

7.9

7.0

6.9

Italy

20.2

14.3

8.8

5.4

5.2

5.2

4.9

Luxembourg

9.7

5.5

3.3

2.0

2.4

1.5

2.0

Netherlands

:

4.9

4.6

3.2

3.3

3.1

2.9

18.7

10.6

7.9

6.2

6.1

5.8

5.7

:

28.6

18.0

12.6

12.5

12.9

12.5

Finland

24.4

13.5

8.4

6.4

6.2

5.8

5.5

Sweden

8.1

5.1

3.4

3.0

2.9

2.6

2.5

:

2.4

2.2

1.6

1.5

1.4

1.4

Austria
Portugal

UK

:

:

:

:

13.3

13.2

13.4

Czech Republic

10 new EU members

:

:

:

5.3

5.2

4.9

4.9

Estland

:

:

:

8.8

7.0

7.1

6.5

Cyprus

:

:

:

4.7

5.4

4.9

5.4

Latvia

:

:

:

17.2

14.4

15.1

15.3

Lithuania

:

:

:

21.4

18.4

16.5

18.6

Hungary

:

:

:

7.0

6.5

6.1

6.1

Malta

:

:

:

-

1.4

2.1

2.1

Poland

:

:

:

-

18.7

19.2

19.6

Slovenia

:

:

:

10.8

9.6

9.9

9.7

Slovakia

:

:

:

7.2

6.9

6.3

6.6

Source: http://europa.eu.int/comm/agriculture/agrista/2003/table_en/index.htm
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Figure 2: Distribution of Developed Country MFN Protection – HS6 – Agricultural Products7
Average for HS Chapter —
Average for all agriculture products .........
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HS-2 Description

HS-2 Description

1

Live animals

13

Gums & resins

2

Meat & edible offal

14

Veg plaiting
materials

3

Fish products8

15

Fats & oils

4

Dairy products

16

Prep of meat
& fish

5

Products of animal origin

17

Sugars

6

Trees & other plants

18

Cocoa

7

Edible vegetables

19

Prep of cereals

8

Edible fruit & nuts

20

Prep of
vegetables & fruit

9

Coffee, tea & spices

21

Misc edible prep

10

Cereals

22

Beverages &
spirits

11

Prod milling industry

23

Waste from the
food industry

12

Oil seed, oleagi fruits

24

Tobacco

Table 9: Agriculture Support in OECD Countries, 2000-2002,
Average (billions of dollars)
United
States

European
Union – 15

Japan

Emerging
supporters
(e.g. Korea,
Turkey and
Mexico)

EU new
member
states

Other
OECD

Total
OECD

Producers

46.97

92.19

47.50

30.49

4.41

5.98

227.54

Of which:
Border
measures

16.63

52.24

42.80

25.60

2.81

2.57

142.66

of which:
Domestic
measures

30.34

39.95

4.70

4.89

1.60

3.41

84.89

General
services

24.29

8.02

12.25

5.98

0.57

1.98

53.08

Consumers

22.24

3.64

0.42

0.97

0.06

6.92

34.26

Total

93.50

103.85

60.17

37.44

5.05

14.88

314.88

Milk

11.25

16.11

4.63

2.53

1.03

4.58

40.14

Meat

1.99

25.05

3.50

2.63

0.73

2.74

36.65

Rice

0.92

0.25

16.47

7.21

0.16

25.00

Wheat

3.99

8.97

0.89

0.36

0.31

0.79

15.31

Corn

6.80

2.41

1.32

-0.10

0.22

10.64

Other

22.02

39.40

16.46

2.45

-2.52

99.81

Producer
support to:

22.00

Source: Aksoy (2004) based on OECD data

Notes: meat is beef and pork; border measures are tariffs and tariff equivalents of other border measures;
domestic measures are direct payments to producers

3. Overview of the Common Agricultural Policy (CAP)
3.1 The History of the CAP
The Treaty of Rome, signed in 1958, made explicit provision for a Common Agricultural Policy
(CAP). All of the six original Member States9 of the EU supported their farming industries and in
order to facilitate trade in agricultural products, it was decided that a common system of support be
devised (MAFF, 1993). The objectives of the CAP, which are set out in Article 39 of the Treaty,
were as follows:
• To increase productivity by promoting technical progress and ensuring the rational development
of agricultural production;
• To ensure a fair standard of living for the agricultural population;
• To stabilise the markets;
• To guarantee a secure supply of food; and
• To ensure reasonable retail prices to consumers.
Other articles of the Treaty of Rome detail the law-making and administrative procedures of the
Community and set out further policy objectives, a number of which have an influence on the CAP
and its future development. In particular, Article 100 requires the Community to contribute to the
harmonious development of world trade, especially by seeking reductions in trade barriers.
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There are three principles, which provide the foundation for how the CAP operates:
• Community preference whereby priority is given to the sale of Community agricultural products;
• Financial solidarity which requires that the CAP be funded from the Community as a whole; and
• Unity of the market, meaning that a single Community market be created with free trade among
Member States.
3.2 The Operation of the CAP
The support system of the CAP is based on import price regulations and subsidies to EU farmers.
Under the former, substantial tariffs are charged on imported agricultural products such that import
prices are equal to a ‘target’ or ‘threshold’ price. Below the target price, an ‘intervention’ price is
established which is the price guaranteed to EU farmers. As soon as the domestic price falls below the
intervention price, the European Agricultural Guidance and Guarantee Fund (EAGGF) intervenes to buy
the surplus at the level of the intervention price. OECD (2000) estimates that food consumers pay around
€48bn (US$60.6bn) more than they would have paid under a free-market agricultural regime.
The price regulation policy is supported by a subsidy policy. There are producer subsidies, export
subsidies and, recently, a number of environmentally motivated subsidies.
Agriculture spending and its impact on the size and shape of the EU’s budget has been an ongoing
issue. The Commission noted in 1981 that agriculture spending was growing faster than the growth
of the Community’s budgetary resources (Fennell, 1997). Having reached 70 percent of total spending
in 1988, the cost of the CAP has since declined below 50 percent of the budget. This happened as the
Commission managed to control spending on the CAP, through the development of the ‘agriculture
budget guideline’, and because other spending, such as on the Structural Fund and Cohesion Fund which
finance regional and social policies, increased (now accounting for over one-third of the budget compared
to one-sixth in 1988). Since 1988, the annual rate of increase of the agriculture budget guideline has been
limited to 74 percent of the growth of EU’s GDP: a constraint that became increasingly strong as economic
growth slowed down in the 1990s (Ockenden and Franklin, 1995). The CAP now accounts for about half
of the EU’s budget. In 2004, the annual budgetary cost of the CAP was around €49bn (US$61.8bn). Of
this, around €9bn (US$11.3bn) was for price support, €34bn (US$42.9bn) was for direct payments
(income support) and €7bn (US$8.8bn) on rural and environmental support.

€ mn
Agriculture
Price support + direct payments
Rural and environmental support
Structural Actions
Structural funds
Cohesion funds
Internal policies
External actions
Administration
Reserves
Preaccession aid
Agriculture
Preaccession structural instrument
Phare
Compensations
Total

Table 10: EU Budget 2000-06
(In €million)
2000
2001
2002
2003
41,738 44,530 46,587 47,378
37,352 40,035 41,992 42,680
4,386
4,495
4,595
4,698
32,678 32,720 33,638 33,968
30,019 30,005 30,849 31,129
2,659
2,715
2,789
2,839
6,031
6,272
6,558
6,796
4,627
4,735
4,873
4,972
4,638
4,776
5,012
5,211
906
916
676
434
3,174
3,240
3,328
3,386
529
540
555
564
1,058
10,80
1,109
1,129
1,587
1,620
1,664
1,693
93,792

2004
49,305
42,769
6,536
41,035
35,353
5,682
8,722
5,082
5,983
442
3,455

2005
51,439
44,598
6,841
42,441
37,247
5,194
9,012
5,119
6,185
446
3,472

2006
52,618
45,502
7,116
44,617
38,523
6,094
9,385
5,269
6,528
458
3,566

1,410
1,305
1,074
97,189 100,672 102,145 115,434 119,419 123,515

Source: European Commission (2005)
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3.3 Problems with the CAP
The past four decades, since the inception of the Treaty of Rome, have seen changes in the structure
of agriculture in Europe and the rest of the world. The agricultural sector has experienced rapid
development, which has made Europe self-sufficient and a guarantee in food security. The support
system has led to a problem of overproduction to the exclusion of efficient non-EU producers. By
encouraging production, the CAP has also led to environmental damage (though encouraging fertiliser
and pesticide use and intensive farming which has decreased soil and water quality) and socially
unbalanced farm support. The largest 20 percent of farms in the EU receive 80 percent of all CAP
support and fertile, productive regions have a much higher share of agricultural subsidies than
mountain regions or regions with other production handicaps. There are also problems associated
with the high cost of the CAP, both to the EU budget (see above) and EU consumers who pay high
food prices. Compared to a free-market regime – with no restrictions on food imports – consumers
are burdened by extra costs to support agriculture in the EU. Present extra costs (over free-market
prices) to EU consumers for agricultural goods are 80-100 percent (Wickman, 2003). Reforms to the
CAP have been motivated by these concerns.
3.4 The 1992 MacSharry Reforms
The CAP for many years was resistant to change. With the exception of the introduction of milk
quotas in 1984, the basic instruments of the CAP varied little over its first thirty years of operation
(see Appendix 1). The first major change was the MacSharry Reforms of 1992, prompted by pressure
from the US during the Uruguay Round of WTO negotiations. The main goals of the 1992 reforms
were to change the nature of subsidies from price support to income support. The core of the reforms
was a nominal cut of 30 percent in the cereal price (phased over three years), complemented by
smaller cuts in the intervention prices for beef and butter. These price cuts were compensated by
payments per tonne, translated on the basis of per hectare payment, and headage payments for cows
and beef cattle. In addition to the price reductions and compensation payments, the 1992 reforms
included a set-aside arrangement that enabled the Commission to reduce the cereal hectarage.
The MacSharry Reforms facilitated the changes brought about by the Uruguay Round Agreement
on Agriculture (AoA) in 1994, which covered all farm products and required a 20 percent reduction
in the aggregate level of domestic support for agriculture over a six-year period. This alongwith a
reduction of 36 percent in expenditure on export subsidies and a 21 percent cut in the quantity of
subsidised exports. Also non-tariff import protection, including the variable levy used by the CAP,
had to be converted to bound tariffs. However domestic support avoided reduction commitments if
they qualified for the Green Box.10
As a result of the Blair House deal with the US, the compensation payments under the MacSharry
Reforms were included in the Blue Box, which meant that they were protected from reduction and
from challenge in the WTO.
3.5 Agenda 2000
The aim of the Agenda 2000 reform was to prepare the EU for the accession of a number of former
Eastern bloc countries (most of which were dependent on agriculture) without causing a budget
crisis. There was another reason for change – the WTO. The CAP export pattern had distorted
international trade. The Cairns Group11 advocated substantial worldwide reduction of agricultural
protection and they pushed this agenda in the Uruguay Round negotiations.
A package of reform measures was agreed to in March 11, 1999 at the Berlin Summit. The Agenda
2000 reform deepened and widened the 1992 CAP reforms by replacing price support measures
with direct aid payments and accompanying this with a consistent rural policy. The Agenda 2000
reforms introduced cuts in support prices for beef, cereals, milk and dairy products. In the beef
sector, prices were to be cut by 20 percent over three years, starting in 2000. In the arable crops
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sector, prices were cut by 15 percent over two years, also starting in 2000. Finally, in the milk and
dairy sector, prices will be cut by 15 percent from 2005. Increase in direct payments were also
agreed but at levels lower than to fully compensate for the corresponding price cuts. The levels of
compensation vary from 50 percent in the arable crops sector to 80 percent in the beef and veal
sector. Compulsory set-aside12 has been retained by Agenda 2000 set at 10 percent of land devoted
to arable crops until 2006.
A change of direction with Agenda 2000 concerned the Rural Development Regulation (RDR)
otherwise known as the second pillar of the CAP. Money saved from direct subsidies was diverted to
the RDR to pay for schemes such as ‘Countryside Stewardship’, the ‘Organic Farming Scheme’ and
vocational training.
As a result of the Agenda 2000 reforms, CAP expenditure was frozen until 2006. Consequently
CAP reform was agreed in 2003 which has moved 90 percent of EU payments into the non-trade
distorting ‘Green Box’.

The History of the CAP
1958: The principles of the CAP are set out at the Stresa Conference.
1960: Adoption of the CAP mechanisms by the six members of the European Economic
Community (EEC).
1962: The CAP comes into force. The EAGGF and the first common organisations of
agricultural markets are created.
1966: Agreement on financing the CAP.
1968: Memorandum on the reform of the CAP (Mansholt Plan).
1971: Introduction of socio-structural policies.
1972: Creation of the European currency snake. The agri-monetary system of ‘green rates’ is
decoupled from the US dollar.
1973: Accession of the United Kingdom, Ireland and Denmark.
1975: First plan to assist mountain and hill farming areas and less-favoured areas.
1981: Accession of Greece.
1984: Introduction of the milk quota scheme. Introduction of the guideline, a spending limit
on the agricultural budget.
1986: Accession of Spain and Portugal.
1987: Andriessen reform (voluntary set-aside). Reform of the Structural Funds and application
of agricultural stabilisers are initiated.
1992: MacSharry reforms.
1995: Accession of Finland, Sweden and Austria.
1999: Agenda 2000 reforms, with CAP reforms agreed in 2003.
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4. India, Brazil and South Africa (IBSA) and WTO Negotiations
4.1 IBSA and the G-20 Coalition
The influence that developing countries were able to exercise at the Cancún Ministerial was a result
of their effective coalition formation. Not only did developing countries use these coalitions for an
exchange of information but also they were able to maintain their joint positions.
In the preparations leading up to the Cancún Ministerial, developing countries took part in several
joint initiatives. Many of these were established during the lead-up to the Doha Ministerial in 2001,
if not earlier. Examples included the Africa Group, the African Caribbean Pacific (ACP) Group, the
Least Developed Country (LDC) Group, the Small and Vulnerable Economies (SVE) and the Like
Minded Group (LMG). The first four of these groups had overlapping membership and shared
similar concerns about special and differential treatment (S&DT) and preference erosion. LMG,
which had a membership of 14 countries13 by the time of the Doha Ministerial, opposed the inclusion
of the Singapore Issues (competition policy, transparency in government procurement, trade
facilitation and investment).
These coalitions had varying degrees of success in getting their issues onto the Doha Agenda and
they continued to meet in the two years between Doha and Cancún. But as the Cancún Ministerial
approached, many developing countries became aware that some of their key concerns for agricultural
liberalisation risk being undermined by EU and US. As a result, in the period directly leading up to
Cancún several new coalitions formed: the Core Group of developing countries (resisting the
Singapore issues14 ), the West African coalition on cotton15 , the coalition on Strategic Products and
Special Safeguard Mechanism16 and the G-20 on agriculture.
The G-20 coalition arose as a response to the joint EU-US text on agriculture (13 August 2003).
Until the EU-US text came out, the Cairns Group members had hoped that the US would support
their position. Developing countries came together to support a complete counter-proposal. Brazil
and India drafted the initial proposal and then collaborated with other developing countries that
became subsequent members of the group. The final G-20 proposal put forward (on September 2,
2003) was signed by 20 countries, including: Argentina, Bolivia, Brazil, Chile, China, Colombia,
Costa Rica, Cuba, Ecuador, El Salvador, Guatemala, India, Mexico, Pakistan, Paraguay, Peru,
Philippines, South Africa, Thailand and Venezuela17. The coalition constituted a major weight in
economic terms, especially as it contained 69 percent of the world’s farmers. It also possessed moral
weight by emphasising that it represented over half of the world’s population. The G-20 text (WT/
MIN(03)/W/6) required that developed countries commit to significantly higher levels of liberalisation
than the EU-US proposal had envisaged. It proposed more radical cuts on domestic support measures
provided by developed countries including a reduction (or capping) of domestic support measures
under the Green Box. On market access, the G-20 proposed a blended formula with greater
commitment from developed countries under which ‘each element will contribute to substantial
improvement in market access for all products, in an effective and measurable way’ (Paragraph 2.1).
On export subsidies, the G-20 proposed their elimination starting with those on products of ‘particular
interest to developing countries’ (Paragraph 3.1). S&DT for developing countries appeared in all
three areas of market access, domestic support and export subsidies.
The Cancún Ministerial Conference failed. First, the EU did not move on agriculture: CAP reforms
had been recent and it was a bad time to commit to liberalising agriculture further. Agriculture had
become the focus of the North-South divide in Cancun, and a major cause of this session’s collapse.
The G-20 Group had promised not to deliver anything at Cancún unless there was movement over
the US and the EU liberalising agriculture. Other countries like Japan and South Korea resisted
movement on agriculture opposing even the EU and US proposals.
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Second, the plea of the five cotton producing states in West and Central Africa for elimination of
subsidies on cotton (hoped to be an early harvest and set the scene for further negotiations) and
compensation for their losses, was just brushed aside. The US views were reflected in the paragraph
on cotton and this angered all the African countries, and many other developing countries too.
Third, EU had been pushing for agreement on the Singapore Issues as part of the single undertaking.
The breakdown in Cancún occurred when some of the poorer countries refused to move forward on
these. The EU subsequently agreed to unbundle them and drop its proposals for investment and
competition but only during the final stages of the meeting. However, Japan and Korea remained
committed to securing agreement on the Singapore issues. They did not want them to be unbundled
so it is unclear what the EU offer, if successful, would have meant.
It is noteworthy that during the Cancún meeting many observers indicated that they believed the G20 would be unable to survive: that the group would fragment along the natural fault-lines of importers
versus exporters, plus new lines of dissent that would emerge as a result of various bilateral deals
attempted by the Quad.18 The fact that this did not happen can be attributed to both the structure of
the group and its strategies. In terms of structure, it would have been very difficult for EU and US to
ignore the powerful core of emerging powers (Argentina, Brazil, China, India and South Africa). As
strategy, the G-20 employed several tactics to maintain its coherence. Particular attention was paid
in retaining cooperation among the leaders of the group (Brazil, India, South Africa and China) This
prevented a chain of defections by the smaller developing countries that would have not risked a
commitment to a divided coalition. The reason why the leading members of the group were able to
hold together was not simply a matter of common interests: indeed in many areas these differed
widely. For example, on the issue of cotton, Brazil and South Africa were keen to see the elimination
of cotton subsidies as opposed to India and China, which supported their domestic cotton sectors.
On market access, India had defensive interests while Brazil and Argentina were keen to pursue
multilateral liberalisation of agricultural tariffs. But compromises were arrived at for pre-empting
these potential divisions of interest. On tariff cuts, in particular, the G-20 proposed a blended formula
with provisions for S&DT to incorporate the concerns of the more protectionist interests, further
stating that ‘there will be no commitments regarding tariff rate quota expansion and reduction of inquota tariff rates for developing countries’ (Paragraph 2.6). In another move to prevent rivalries,
developing countries among members of the G-20 managed to include some concerns of net foodimporting countries and LDCs in its proposal.
The G-20 also managed to avoid conflicts not only among themselves but also with other issuebased alliances. Several members of the G-20 were also members with the Alliance on Strategic
Products and Special Safeguard Mechanism19 . It is notable that the G-20 proposal also included
provisions for these.
A different explanation could be that there was a general lack of interest in trade liberalisation at
Cancún and that the EU and the US just simply did not go through with an intensive process of
breaking the G-20 coalition. Alternatively, one could make the case that the endgame at Cancún was
not reached in agriculture (the Singapore issues were the formal cause for the failure of the meeting)
so that the cohesion of the G-20 coalition was not really tested.
Whether or not the G-20 survives in the future is an interesting question, especially as now the
negotiations have moved beyond the agenda-setting stage into the defining detailed modalities. By
demonstrating their strength as a cohesive coalition at Cancún, the G-20 might have set the background
for a more fruitful negotiation at Hong Kong.
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Following the Cancún Ministerial, India, Brazil and South Africa launched the IBSA Forum during
the UN General Assembly in September 2003 (although it had been originally conceived in June
2003). Subsequently, in March 2004, the IBSA Trilateral Ministerial Forum, held in India, discussed
a wide range of topics related to the strengthening of South-South cooperation20 , including trade,
and adopted a plan of action to work more closely at multilateral forums such as UN and WTO ‘with
the aim of advancing an alternative perspective on world affairs’. At the end of the meeting, IBSA
adopted the New Delhi Agenda for Cooperation and a Plan of Action. This covered areas such as
trade and transportation, infrastructure, science and technology, information, society, health, energy,
and education etc. The meeting also agreed on the establishment of the IBSA Fund for Alleviation
of Poverty and Hunger, to be managed under UNDP. All the three countries pledged financial
contributions to the Fund.
Specifically on trade and investment, the ministers agreed that ‘the IBSA countries can reinforce the
economic strength of each other by synergising their complementarities in areas of industry, services,
business and technologies and create a market of 1.2 bn people, US$1.2tr of GDP and foreign trade
of US$300bn. They also agreed to give further consideration to a trilateral cooperation agreement to
promote and facilitate trade.
Further, the three countries agreed to: seek convergence in the preferential trade negotiations among
the three countries and their regions (Mercosur-SACU, Mercosur-India, SACU-India); increase trade
flows among the three countries from US$4.6bn presently to US$10bn by 2007; and strengthen
business to business (B2B) links among the three countries. In addition, they would continue holding
IBSA business summits and conduct studies on how to increase trade and investment among them.
4.2 Key Trends in the IBSA Trade Policy
South Africa
Despite having been a founding member of the General Agreement on Tariffs and Trade (GATT),
much of South Africa’s participation in the GATT under its Apartheid Government was based on an
import-substitution and industrial development strategy pursued at the time. The Apartheid
Government faced substantial threats in the form of increasing economic isolation and regional
insurgencies, compounded by decolonisation in the region. The import substitution strategy prioritised
the development of industries for military and security considerations. Consequently, trade
liberalisation was not pursued throughout the 1970s and 1980s and South Africa’s participation in
the GATT could best be characterised as being defensive (Bell, 1997).
South Africa’s stance in multilateral trade negotiations changed in the 1980s in the face of domestic
economic problems and as the possibility of a political settlement increased. In the period leading up
to the Uruguay Round, the National Economic Forum (NEF)21 was established which grouped
business, trade unions and the liberation movements to discuss and lobby for trade and industrial
policy reform (Joffe et al., 1993).
During the Uruguay Round, South Africa simplified and liberalised its complex tariff regime in an
attempt to overcome the isolation of the 1980s and the need to promote competitiveness. During this
period, S&DT did not apply to South Africa given that the Apartheid Government considered South
Africa a developed country.
The Uruguay Round was complete when the African National Congress (ANC) came to power in
1994. Nevertheless, trade liberalisation became central to the ANC Government’s policy in the
wake of the first Rand crisis in 1996 (Cassim and Zarenda, 2004). This resulted in liberalisation of
South Africa’s tariffs to levels well below those required by its GATT bindings (although the use of
antidumping procedures increased).
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In the Doha Round, South Africa’s main objectives are to eliminate agricultural subsidies and, as a
member of the Cairns Group, to secure improved agricultural market access (the G-20 alliance was,
therefore, a natural one), although agricultural exports account for only 10 percent of South Africa’s
total exports (manufactured exports to the EU and services to other African countries are more
important).
Brazil
Industrial policy and protectionism have always been an important part of Brazil’s economic policy.
Following the World War II, Brazil pursued an import substitution policy with very high tariffs and
strong domestic investment incentives. From the 1970s, this policy would also include export
promotion through various fiscal incentives. At the time Brazilian trade policy was administered by
the Carteira de Comércio Exterior do Banco do Brasil (CACEX). All decision made by CACEX
were centralised with very little transparency and consultation with the private sector. Trade policy
making was informal and often unpredictable. The CACEX period coincided with the negotiation of
the Latin American Integration Association (ALADI) agreements, which were largely sectoral in
nature and limited in terms of their depth and market access commitments.
By the early 1990s, CACEX was abolished and Brazil began a series of unilateral tariff and nontariff barriers (NTBs) reductions. The launch of the Plano Real in 1994 (to overcome inflationary
problems) reinforced trade liberalisation efforts. Brazil began to take the lead in deepening Mercosur
by supporting the Ouro Preto Protocol to create a customs union. Trade policy operations were led
by the Ministry of Trade and Industry (now the Ministry of Development, Industry and Foreign
Trade) and new regional agreements, such as Mercosur, were led by the Ministry of External Relations.
By 1995, a Board of Foreign Trade (Câmara de Comércio Exterior – CAMEX) was created with a
view to coordinating the activities of the different ministries involved in trade policy. Brazil’s tariffs
continued to fall in line with Mercosur’s schedule for its common external tariff. Also the
implementation of agreements following the WTO’s Uruguay Round of negotiations also provided
for some liberalisation. However, since the mid-1990s there has been very little trade liberalisation
in Brazil except market liberalisation, with Brazil’s privatisation programme, but this has not been
trade-driven.
The Miami Summit, and the launching of the Free Trade Area of the Americas (FTAA) negotiations,
in 1994 had an important influence on Brazil’s trade policy formulation. As a result of the hemispheric
negotiations, a number of adjustments were made to the country’s trade regime. The formulation of
trade policy would now involve other Ministries and Agencies as the scope of the issues negotiated
grew considerably (beyond goods into areas such as services, investment and intellectual property).
At the same time, private interests and civil society organisations (COSs) that had been absent from
the process became more willing and able to participate. These changes brought out a strong emphasis
on export promotion, particularly since devaluation in 1999. As a result, Brazil has moved from a
trade deficit of US$7bn in 1997 to a surplus of US$34bn in 2004. Trade (imports and exports) now
represent 27 percent of Brazil’s GDP, almost double the level it was ten years ago. The EU is
Brazil’s largest trading partner (accounting for 25 percent of trade), followed by US (20 percent),
Latin America (19 percent) and Asia (17 percent). China is becoming more important and is rivaling
Argentina as Brazil’s third largest trading partner. Textiles, steel and agriculture are Brazil’s leading
exports. Brazil is the world’s largest agricultural exporter of soybeans, sugar, beef, coffee, orange
juice and tobacco. Agricultural exports account for two-third of the country’s trade surplus.
When Luiz Inácio Lula da Silva became president of Brazil in 2003, his opposition to the FTAA was
widely known, in line with the wishes of his own party (Partido dos Trabalhadores). During his
campaign, however, Lula’s position changed dramatically. His opposition changed to a conditional
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willingness to negotiate the FTAA. On entry into office, he maintained this stance although it was
common knowledge that in the Ministry of External Relations (in charge of the negotiations) he had
placed high-level officials that firmly opposed the FTAA22 .
In 2004, the Doha Round, the FTAA and the EU-Mercosur negotiations all failed to meet their
deadlines and Brazil pushed forward with a number of regional initiatives, both unilaterally as well
as in Mercosur. Agreements with the Andean countries, India and South Africa were concluded and
a South American Community of Nations was established.
The Lula government has operated under a ‘market-seeking consensus’. It has only moved aggressively
when the objective has been to open foreign markets. There is not, however, a government-wide
consensus on liberalising access to the domestic market. Ideology has also been an important part of
Brazil’s trade policy since 2004. Shunning trade agreements with EU and US has raised suspicion
regarding the government’s approach to trade as it does not seem to reflect either public opinion or
the state of Brazil’s industry. Pursuing agreements with India and South Africa (not to mention
China) should not be seen as a replacement for trade with the North since EU and US will continue
to remain the largest markets for Brazil’s value-added exports for some time. One could even ask
whether Brazil is ready to compete with India, South Africa and China if it is supposedly not ready
for the FTAA.
Lula’s approach to trade negotiations may come to obstruct Brazil’s success in the multilateral
trading system if it bypasses the benefits of improved market access to OECD markets, with greater
domestic productivity gains from increased import competition (from India, South Africa and China).
As such, the continued success of Brazil’s export sector has little to do with the approach to trade
agreements characterised by the first two years of Lula’s administration. They have more to do with
the domestic regulatory reform undertaken by the previous government and, for the time being at
least, continued by the present one.
The current Brazilian government has been accused of acting unilaterally without seeking support
from the domestic private sector on sensitive trade policy issues such as the negotiations with India,
South Africa and China, Mercosur or the FTAA. The agricultural sector in Brazil has expressed that
the government has been too defensive in granting concessions (for manufactures) under the FTAA
and the EU-Mercosur negotiations thus rendering it unlikely that these trading partners will agree to
improving market access for Brazil’s agricultural exports. The industrial sector is also concerned
about the government’s decision to grant China market economy status for safeguard purposes –
something that neither the US nor the EU has conceded. The services sector players, crucial in
WTO, FTAA and EU-Mercosur negotiations, feel that they have not been consulted on trade issues.
India
While India was a founding member of GATT in 1948, its trade policy has been far from liberal.
There have been some clear and distinct patterns of trade policy making since 1947 (Narayan,
2005). The first period 1947-1991 was based on protectionism and import-substitution. Investment
and trade were restricted. India positioned itself as the representative of the developing countries,
but the multilateral trade negotiations had a very minor impact on Indian domestic policy matters.
The second period 1991-1996 was a period of liberalisation, brought about by the balance of payment
crisis. Despite a period of liberalisation, India’s position at multilateral level was still very critical,
and one point India stood alone in its opposition to a new round (because of isolation of WTO relate
issues the negotiators were hardy aware of their unique position). By declining to seek big concessions
from its negotiating partner, India was able to avoid others asking questions about its high level of
protection and this avoided a role of the Uruguay Round in domestic policy reform.
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During the third period from 1996, India became more committed to the multilateral system, and
began to discuss and consult more widely on WTO related issues. For instance, at Seattle, business
was included in India’s WTO delegation for the first time. The Ministry of Commerce and Industry
(MOCI) became less secretive.
The MOCI is mandated with the primary responsibility for all WTO-related issues. The MOCI
handles all issues related to International trade and commercial policy, including tariff and nontariff barriers. The state governments were not regarded as significant stakeholders during the Uruguay
Round (UR) and their involvement was minimal during the pre-UR consultations, even in agriculture.
This is surprising, not only because are some of the Indian states larger than many WTO members,
but also because agriculture is a state subject.
Sen (2005) argues that the overall political management of the trade process has improved and
includes a more consultative framework (though still not sufficient) whereby parliament and
committees are also briefed.
Sen describes trade policy making in India and argues that certain features explain why India finds
it difficult to engage with the multilateral process, and why India is still one of the most protected
WTO members. The main problem is that there is still little consensus about the role of trade in
development and a fresh look needs to mainstream trade in development. Other suggestions made
include integration of trade and diplomatic networks; introduce a structured and orderly process of
consultation with business, so that they can assist government with preparing multilateral trade
policy; and develop the capacity of independent institutions to assess trade reform.
India has several interests in the current trade negotiations. On the one hand, defensively, it is trying
to ensure that its farmers are not hard hit using a lost of sensitive products, and on the other hand it
has offensive interest for exporters of professional services. India now plays a crucial role in WTO
negotiations, first as a member of IBSA, then one of the Five Interested Parties (see below) and most
recently as part of the G6. The roles of the various stakeholders are that
• India and Brazil reduce tariffs in agriculture and NAMA
• The EU reduces agricultural tariffs
• The US reduces domestic subsidies.
Beyond the WTO, India is active in pursuing regional trade deals.
5. The EU’s Current Position on Agriculture
This section discusses the current position of the EU in WTO negotiations on agriculture.23
5.1 Trade Policy in the EU
The EU has a common trade policy (‘Common Commercial Policy’). The European Commission
(EC) negotiates trade agreements and represents the EU on behalf of the 25 Member States. The
legal basis for the EU’s trade policy is Article 133 of the European Community Treaty. The
Commission negotiates on behalf of the Member States, in consultation with ‘the Article 133
Committee’, comprised of representatives from the 25 Member States and the EC. In this Committee,
the Commission presents and secures endorsement of the Member States on all trade policy issues.
The major formal decisions (for example agreement to launch or conclude negotiations) are then
confirmed by the Council of Ministers.
In the current Doha round, the Commission sets and carries forward the priorities and aims of the
EU as laid down in guidelines/directives for negotiation given by the Council of Ministers. Officials
from the Commission’s Directorate General for Trade, under the authority of the Trade Commissioner,
are charged with actually conducting the negotiations, and speak on behalf of the EU as a whole.
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Coordination with Member States is assured through the 133 Committee, while the Commission
regularly informs the Parliament. At the end of the Round, the Council of Ministers has to formally
agree to the outcome. However, very recently (October 2005), France asked to have an Oversight
Commission to which the Trade Commissioner would have to revert before making offers.24 The
Commission will continue to consult Member States.
The EU’s approach to the WTO negotiations in agriculture is based in part on the endorsement of
proposals to the 133 Committee including those by the EU Council of Agriculture Ministers in
2000. This sets the mandate for the Commissioners of Trade and Agriculture. The mandate is firmly
rooted in the ongoing CAP reform (the Agenda 2000 reform package). Thus for example, the Council
will only support further reductions in farm support provided that the concept of Blue and Green
Boxes continues, though it appears to be less clear on tariff reductions.
5.2 The Current EU Position on Agriculture
There are various position papers that form part of the current Doha Round which have led to the
development of the current EU position on agriculture (though this is subject to change).
The first main paper on agriculture was tabled in January 2003 ‘The EC’s Proposal for Modalities in
the WTO Agriculture Negotiations’, January 29, 2003.
The next major paper was the EC–US ‘Joint Text on Agriculture’, August 13, 2003. This was meant
to provide a basis for further negotiations at the 5th WTO Ministerial in Cancún in September 2003.
Before the start of the Ministerial, developing countries rejected it and produced their own G-20
proposals.
Then in May 2004, the EU Commissioners responsible for Trade, Pascal Lamy, and for Agriculture
and Fisheries, Franz Fischler, sent a letter to trade Ministers of all WTO Members. This included the
readiness of the EU to put its export subsidies on the table (but is part of a conditional offer) and to
aim for a substantial reduction of all forms of trade-distorting subsidisation.
This helped to set the scene for the Framework Agreement adopted by the WTO General Council in
August 01, 2004. According to some, the framework seems to build on an implicit WTO acceptance
of the trajectory for CAP reform (reclassifying Amber Box, or trade distorting subsidies, into Green
Box, or less trade-distorting subsidies). It aims at a considerably bigger farm trade liberalisation
compared to the Uruguay Round. It would also bring a substantial cut in trade-distorting agriculture
support, the elimination of trade distorting export competition practices and a significant opening of
agricultural markets, but there are major questions about the details of the measures. Some of the
principles included:

•
•
•
•
•

Overall levels of trade-distorting domestic support reduced substantially, with a down payment
of 20 percent in implementation year one;
End of trade-distorting practices;
Blue box support not to exceed five percent;
Green box support not discussed; and
Reduction in de minimis.

A meeting in Paris in May 2005 then agreed on a new formula (see MAP-Brief, Monitoring AgriTrade Policy, April 29, 2005) for calculating Ad Valorem Equivalents (AVEs) on which basis
reductions in tariffs will be calculated (see also Appendix at the end of the paper). According to the
Commission, the formula gained interest after endorsement in an earlier meeting with the Five
Interested Parties (EU, US, Australia, Brazil and India) dedicated to agricultural issues.
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Commissioner Mandelson followed up with an offer at the Zurich meeting of October 10, 2005 in
response to the US offer on agriculture, which demanded that EU reduce subsidies by 80 percent.
This has included a position on several issues, and while certain groups mentioned this did not go far
enough, France and Commissioner Boel argued that EU offer cannot go beyond CAP reform and
France argues the Commission may have exceeded its mandate (though it is not clear what aspect of
the mandate would have been violated). More recently, Commissioner Mandelson has once again
been trying to link agriculture negotiations to progress on non-agricultural market access (NAMA)
and services negotiations.
The current proposals have been collated in a matrix in the appendix. They can be divided into the
three pillars:
Domestic Support – Reduction of Aggregate Measure of Support (AMS) of some 70 percent, but
this is conditional on US, Japan, Canada, Korea, Switzerland and Norway making proportionate
cuts. The EC would be in the top band needing to make the highest cuts. However, it seems that
much of this decline would constitute a binding for the transfer of subsidies into the Green Box as
agreed in the CAP reform. The US had asked for 80 percent cuts, and the EU had offered 60 percent
earlier (now 70 percent). On the Blue Box, the ceiling agreed in July 2004, which remains at this
stage, is five percent. The negotiating flexibility on that ceiling seems limited, but there is room.
However, it rejects the US proposal to cut it to 2.5 percent. The proposed cuts would leave •22bn
(US$27.7bn) in the Amber Box sufficient to run the CAP. A reduction of de minimis by at least 65
percent would not do much, and the EU seems willing to go up to 80 percent (which would have an
effect in US) and work with product-specific gaps. The EU does not want a change to Green Box
support, which would be contrary to CAP reform.
Market Access – The EU accepts the G-20 proposal on bands with linear cuts, and a tariff cap at
100 percent, as long as there is some flexibility (the devil is of course in the detail, and on average
the cuts are modest). Essentially, EU is interested in gaining market access abroad, while keeping
protection for a number of sensitive products, to be selected by WTO Members themselves. The EU
argues that eight percent of its agricultural tariff lines should be designated as ‘sensitive products’
and subject to reduced tariff cuts. This would come down from the current 10 percent, though the
French argue that eight percent is too little. The US proposes that one percent is sufficient. The US’
offer goes further than that of the EU with fewer qualifications and exclusions. While CAP reform
did lead to a decoupling of subsidies from production, it did not reduce the comparatively high
tariffs on dairy, poultry and beef products.
Export Competition – The EU repeats its commitment to end export subsidies made in 2004, but
has failed to specify a date. Also this is still conditional on actions on trade-distorting practices
(state trading enterprises, food aid) in US, Australia, Canada, etc.
5.3 Selected Country Views on the EU Proposals on Agriculture
There are various responses in addition to those already discussed above and relate to the EU’s use
of subsidies and tariffs. India and Australia support US in asking EU to limit the number of items it
wants as ‘special products’. US wanted EU to go further in reducing domestic subsidies.
Kamal Nath, the Indian Trade Minister, said that the EU and US call for India to cut its goods tariffs
would make little difference to European and American exporters, who faced relatively low barriers
to the goods they specialised in, while making Indian manufacturers vulnerable to competition from
China on basic goods like textiles25 .
The Swiss Economy Minister Joseph Deiss argued that the scale of tariff cuts proposed by US
would ‘wipe out our landscape’. The proposals by Switzerland/G-10 (including Japan, Norway,
South Korea) are less ambitious than the rest of the EU.
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Jamaica’s Minister of Foreign Affairs and Foreign Trade Honourable KD Knight recently called for
the interests of small, vulnerable economies to be addressed in WTO talks, otherwise the Caribbean
could not be part of any consensus. He went on to note that ‘we are not going to block the game, but
we are not going to Hong Kong to be losers at the end of the game. The Caribbean looks to Hong
Kong not with optimism, but with realism.’26
While the EU has offered an average cut of 25 percent in its farm import tariffs, a group of 20
developing countries led by Brazil and India are calling for a reduction of 54 percent. The EU for its
part asks the US to deal with export subsidies (e.g. related to food aid) and tariff cuts in the bigger
developing countries.
5.4 Interactions between the EU and the Rest of the Five Interested Parties27
There have been several interactions between EU and other countries on the substance of the proposals,
and these are continuing at present. In particular, there have been several meetings of the Five
Interested Parties. This may have led to changes in the EU position, although it should be
acknowledged that there are other influences. The EU did take over the proposal of the G-20 on the
use of band in the market access pillar. It tries to make a deliberate link with such countries, and the
days are gone that the EU–US can table a paper on agriculture and seek support for it without
problems. The IBSA coalition and other groups are increasingly taken into account. On the other
hand, EU and its member states use CAP reform (as agreed in 2003) to form the basis for current
WTO negotiations and their likely upper bound to cuts in domestic subsidies.
6. Conclusions and Implications
EU is a major exporter of agricultural goods: it is also a major importer of agricultural goods from
developing countries. This is despite the high levels of protection in terms of high tariffs and subsidies.
Agriculture is increasingly less important in the national economy and the share of employment in
agriculture is declining and low (except for some of the new member states).
As part of the Agenda 2000 reforms, it was agreed to reform the CAP in 2003. This has led to a
decoupling of subsidies from production towards less trade-distorting Green Box subsidies (though
these may still affect production and hence developing country exporters). However, there are still
allowances for substantial subsidies in the CAP, so that developing countries’ requests for fewer
subsidies in EU would involve further CAP reform. This would be to the benefit of the EU taxpayers
but is rejected by the French and the EU’s Agriculture Commissioner. Furthermore, developing
countries (and US) would like the EU to go much further in its tariff cuts in the market access pillar
- about double the average cuts currently proposed by EU. They would also like EU to keep fewer
special products.
Despite these unresolved issues, EU and other countries meet to discuss proposals and as a result
EU has modified its proposals. The nature of meetings is now beyond the two-way EU–US meetings
and papers in the run-up to the Cancún Ministerial. For instance, the EU has taken on board the
elements from the G-20 proposal on market access in its latest proposal. The IBSA and the non-EU
countries in the Five Interested Parties between them agree in asking the EU to offer more on the
various elements in WTO agriculture negotiations. The outcome will become apparent in the coming
few months.
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Appendix
EU’s Agricultural Policy at the WTO, Views as of October 2005

MARKET ACCESS
Offensive and
defensive positions on
tiered formula

EU’s Position on
Agriculture
Zurich’s proposals and
further elaboration 28 29

What Other Countries
Say or Offer
G-20 (incl. IBSA: India,
Brazil and South Africa)30

The EU has proposed that it
will accept the ‘non-linear
bands with linear cuts’
system as proposed by the G20, as long as there is
flexibility around each band.

See below

See Figure 1.31

Number and range of
bands

Four bands for developed
countries (with top band
containing all tariffs higher
than 90%), with a reducing
linear cut in descending
bands

Developed countries
would have four bands,
with thresholds of 0–20%,
20–50%, 50–75% and
above 75%. Tariffs within
the bands would be
subjected to linear cuts of
45%, 55%, 65% and 75%
respectively. There would
be a cap of 100% on
tariffs. Developing
countries would also have
four bands, with
thresholds of 0–30%, 30–
80%, 80–130% and above
130%. Tariffs within the
bands would be subjected
to linear cuts of 25%, 30%,
35% and 40% respectively.
There would be a cap of
150% on tariffs.

Type and size of cuts

The top band would be
subject to either a 60% cut
with limited flexibility or a
straight 50% cut
0-30% tariffs: cut of 20%
30-60% tariffs: cut of 30%
60-90% tariffs: cut of 40%
90-100% tariffs: cut of 50%
Cap at 100%

They stress a linear cut
within the bands
constitutes the real middle
ground in market access
negotiations and expects
members to converge
here.

US

‘US proposes
capping all tariffs at
a maximum of 75%
and exempting no
more than 1% of
tariff lines from
cuts.’32
Calls on EU and
Japan to cut by
83%.

Proposes that developed
countries take a 54%
formula cut (36% max for
developing nations).
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Concepts
(progressivity,
proportionality,
flexibility)

The EU will work hard to
ensure flexibility on market
access.

Tariff capping

Willing to accept the G-20’s
proposed cap on agricultural
tariffs including 100% on
developed countries and 150%
on developing countries

Tariff escalation

The G-20 says that the
tariff reduction formula is
the main component of
the market access pillar
and that it should be
negotiated before
addressing the issue of
flexibilities for
developing countries.
US proposes
capping all tariffs at
a maximum of 75%.

A formula will be
produced to reduce tariff
escalation in developed
countries.

Tariff simplification
(method for
calculation ad
valorem equivalents,
binding)

See Figure 2.33

All non ad valorem tariffs
shall be bound in their ad
valorem equivalents.

Tariff rate quotas
(expansion of quotas,
elimination of inquota tariffs, quota ad
minis)

EU recognises the need for a
trade-off between the levels of
cuts applied to sensitive
products and that of the tariff
rate quota applied to that
product. It will balance
recourse to sensitive product
categories as apposed to new,
real market access.
Formula to calculate a TRQ
expansion:
1.difference in tariff cuts
(normal cut – cut for
sensitive products)
2.effective boarder protection:
import price + AVE
3.ratio between difference in
tariff cuts and effective
border protection
4.adaptation of ration to the
level of real market access

Improvements in tariff
rate quota administration
should not be construed
as providing additional
market access. The
improvement and
increased transparency in
tariff rate quota
administration methods
should facilitate market
access on a MFN basis.

Special safeguard
mechanism (SSG)

EU argues that 8% of its
agricultural tariff lines should
be designated as ‘sensitive
products’ and subject to
reduced tariff cuts.34 This

Proposes that it should be
eliminated by developed
members at the beginning
of the implementation
period.
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US propose that 1%
of their products be
set aside as
‘sensitive
products.35

would come down from the
current 10%.
The French argue that 8% is
too little.

Supports US in asking
the EU to limit the
number of items it wants
as ‘special products’

Special and
differential treatment

Different cuts for developing
countries: an increase in the
thresholds by 1/3 and a lower
tariff reduction of 2/3

Stresses that this is an
integral part of all
elements of the
negotiation so as to
preserve food security,
rural development, and
the livelihood of millions
of people.
The G-20 proposes that
developing countries
should have recourse to
remedial action (antidumping, countervailing
measures) against
subsidised imports from
developed countries. No
specifics are given.

Preference erosion

Argues that there is no single
mechanism for this debate,
but proposes that the WTO
can help via opening South–
South trade, creating duty/
quota free access, and longer
transitional periods for
particularly affected products.
Supply-side measures include
capacity-building,
restructuring, diversification
and regional integration.

They advocate expanded
market access for
products, which are of
vital export importance
to the preference
beneficiaries, effective
utilisation of existing
preferences, and
additional financial
assistance and capacity
building to address
supply constraints,
promote diversification
and assist in adjustment
and restructuring.
Fullest liberalisation of
tropic products by
developed countries

Tropical products

DOMESTIC
SUPPORT
Overall down
payment

The July package mentions
20% in the first year of
implementation

AMS reductions
(amber box–most
trade-distorting)

Promises to reduce AMS by
70%, contingent upon
proportional cuts in the subsidies
of other nations. EU committed
to do more than others, as they
are in the green box.

The G20 proposed that
the EU lower its ceiling
for the sum of the Amber
box, blue box, and de
minimis support by
80%.36

Proposes that the EU’s
Overall Trade Distorting
Support be cut by 37%
and its trade distorting
support (amber box)
be cut by 54%.
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Up from earlier 65%,
especially after US made their
proposal.
‘We need a minimum amount
to be kept in order to run the
CAP after reform.’37 ‘We
must preserve the reforms of
our CAP and ensure that no
further reform can be
designed or imposed by the
outcome of the DDA
negotiations.’38 (Boel)
The French believe that the
EU should stick to its 2003
CAP commitments.

G-20 proposed that the
final bound AMS will be
reduced substantially,
using a tiered approach.
There would be three
bands. Countries with
AMS totalling over $25
billion would have to cut
by 80%, those with AMS
level of $15–25 billion
would cut by 70% and
those with AMS level of
$0–15 billion would cut
by 60%.

De minimis reduction
(the max level of
exempted tradedistorting subsidies)

Reduction of at least 65%,
possibly more if others do the
same. May be able to go up
to 80%.39 (Boel)

The G-20 proposed that
for developed countries
there should be three
bands for overall tradedistorting support.
Countries that provide
support totalling over $60
billion would have to cut
by 80%, those with
support of $10–60 billion
would cut by 75% and
those with $0–10 billion
would cut by 70%.

New blue box
(partially decoupled)

They are calling for a clearer
definition of what the ‘Blue
Box’ constitutes, but does
signal that it is willing to
reduce these payments.
Will stick with the Framework
Agreement that foresees a cut
to 5% of the overall production
value. (which rejects the US
proposal of 2.5%).40

Product-specific caps
(amber and Blue
Box)

Willing to discuss product
specific cap in Blue Box
support.
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US proposed to cut
its limit on trade
distorting subsidies
by 60% (amber box)
and less distorting
trade subsidies by
50%, meaning much
smaller cuts in
actual subsidies will
be made. This
allows the US to
maintain the
‘counter-cyclical
payments’ that
compensate farmers
for low prices.

US proposed to cut
its limit on trade
distorting subsidies
by 60% (amber box)
and less distorting
trade subsidies by
50%, meaning much
smaller cuts in actual
subsidies will be
made. This allows
the US to maintain
the ‘counter-cyclical
payments’ that
compensate farmers
for low prices.
US proposes that
the EU reduce
spending in the blue
box from $22
billion to $6 billion.

Green Box
disciplines
(minimally tradedistorting)

‘…no major changes can take
place because the whole
success of our 2003/2004
reform is linked to the current
concept of the Green Box.’41

Special and
differential treatment

Different cuts for developing
countries.

EXPORT
COMPETITION
End date of the
elimination of all
forms of export
subsidies (direct,
export credit, state
trading enterprises,
food aid)

The EU has made
commitments in 2004 to the
elimination of export
subsidies, and to finding an
agreed date for this (not yet
announced). However, the
elimination of export
subsidies must be matched by
the removal of other tradedistorting practices in export
competition, which are less
easily quantifiable. Movement
on both State Trading
Enterprises and Food Aid is
also needed.
Reiterated its commitment to
end all export subsidies and to
set a timeline and end date for
negotiations. It wants other
nations to remove their
subsidies as well.
The UK government is
arguing for a 2010 end of
subsidies.

Developing countries
should be in a separate
band for overall cuts. This
would be part of S&DT
treatment, and also given
the difference in de
minimis entitlements
between developed and
developing countries (5%
and 10% of total value of
production, respectively).

‘The United States is
ready to eliminate all
tariffs, subsidies and
other barriers to free
flow of goods and
services as other
nations do the same.’
President George W.
Bush’42
US has promised to
end farm export
subsidies within 5
years and to half
domestic subsidies.

Disciplines on export
credits with less than
180 days
Disciplines on food
aid

EU wants US to stop using
food aid as disguised export
support.

Trade-distorting
practices and
monopoly export

‘…STEs in developing
countries which enjoy special
privileges to preserve
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power of STE

domestic consumer price
stability and to ensure food
security will receive special
consideration for maintaining
monopoly status.’43

Has accused the EU of
abandoning the
‘development agenda’ of
the round.

Other

Must put together a strong
aid-for-trade package via
multilateral agencies. At
Hong Kong, ministers should
announce their support of a
joint recommendation of the
IMF/World Bank Trade
Progress Report to enhance
the Integration Framework.
Sharp divide between
Commissioner Mandelson and
Sarkozy, the French Interior
Minister, who does not believe
in the removal of tariff
protection.
There needs to be more focus
on Geographical Indicators.

‘While the EU has
offered an average cut of
25 % in its farm import
tariffs, a group of 20
developing countries led
by Brazil and India are
calling for a reduction of
54%.’44
They refuse to have
serious negotiations
about trade until the
agriculture issue is
resolved.

Rob Portman, US
trade
representative,
quoted as saying
‘The responsibility
rests squarely with
the EU and their
ability to come
forward with an
offer on
agriculture.’45

Figure 3: EU Access Formula
Normal Tariff Cut

Cut for sensitive products

Capping 100

50

Minimum 20

40

Minimum 15

30

Minimum 10

20

Minimum 5

90

60

30

For developing countries, we foresee an increase of the thresholds by1/3 and a lower tariff reduction of 2/3
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Figure 4: Alternative Formulas for AVE

Endnotes
1 See Table 8 for a list of the 25 nations (including the 10 new members) sbelonging to EU(25)
2 It is important to note that for the purposes of WTO negotiations fish and fish products are not defined as
agricultural goods.
3 “specific” duty imposed as a percentage of the value of the imported goods
4 Most Favoured Nation
5 Calculated by dividing the tariff by the unit value of multilateral imports
6 African Caribbean and Pacific
7 Source: UNCTAD TRAINS database (2005) and authors’ calculations
8 Not included in WTO negotiations on agriculture
9 Belgium, Luxembourg, Netherlands, France, Germany and Italy
10 In order to qualify, green box subsidies must not distort trade, or at most cause minimal distortion. They
have to be government-funded (not by charging consumers higher prices) and must not involve price support.
11 The Cairns Group was founded in 1986 and presently has 17 agricultural exporting countries as its members.
Current members include Argentina, Australia, Bolivia, Brazil, Canada, Chile, Colombia, Costa Rice,
Guatemala, Indonesia, Malaysia, New Zealand, Paraguay, Philippines, South Africa, Thailand and Uruguay.
12 Under the Single Payment Scheme, part of the CAP, some farmers are required to either set-aside land from
agricultural production; or only use this land to grow crops for a limited number of non food or animal feed
uses.
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13 Cuba, Dominican Republic, Egypt, Honduras, India, Indonesia, Kenya, Malaysia, Pakistan, Sri Lanka,
Tanzania, Uganda and Zimbabwe, with Mauritius and Jamaica as observers.
14 The Core Group of developing countries initially comprised 12 members: Bangladesh, Cuba, Egypt, India,
Indonesia, Kenya, Malaysia, Nigeria, Pakistan, Venezuela, Zambia and Zimbabwe. The group proposed
that the Singapore issues should be ‘unbundled’ and not grouped together.
15 Mali, Benin, Chad and Burkina Faso proposed the elimination of cotton subsidies and financial compensation
to Least Developed Countries until they had been phased out.
16 At the beginning of Cancún the coalition comprised of Barbados, Dominican Republic, Ecuador, Honduras,
Indonesia, Jamaica, Kenya, Mongolia, Nicaragua, Nigeria, Pakistan, Panama, Peru, Philippines, Tanzania,
Trinidad and Tobago, Turkey, Uganda, Venezuela, Zambia and Zimbabwe. The group proposed that: 1)
developing countries should be allowed to self-designate certain strategic products that would be subject to
lower tariff reductions; and, 2) a special safeguard mechanism for developing countries should be established
to protect against import surges.
17 Egypt and Kenya joined later.
18 US, EU, Japan and Camada.
19 Cuba, Pakistan, Philippines and Venezuela.
20 In particular, cooperation between Mercosur (Brazil, Argentina, Paraguay and Uruguay), the Southern
African Customs Union and the South Asia Free Trade Association.
21 NEF was later institutionalised as the National Economic Development and Labour Council (NEDLAC)
and continues to play an important role in the formulation of South Africa’s trade policy negotiating positions.
22 A defining moment took place in the lead-up to the Miami Ministerial in November 2003 when Lula
informed the country that matters directly related to trade policy were to be headed by the Ministry of
External Relations. Many then perceived that the Government had opted for hardening its stance towards
the FTAA.
23 This was written in October 2005.
24 The French Minister for Agriculture, Dominique Bussereau, sent a memo to Commissioner Fisher-Boel
calling on the commission to consult member states before offering any concessions in agriculture at Doha.
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1. An Overview of US Agriculture
1.1 Introduction: An Agricultural Powerhouse
The United States (US) is the world’s fourth largest country as measured by geographical size. It
covers 9,161,923 sq km, almost 20 percent of which is arable land. By way of comparison, less than
5 percent of Canada is arable, just over 6 percent of Australia (including 27 million acres of grassland),
just under 7 percent of Brazil and about 7.3 percent of Russia. Whatever the agricultural system and
trade rules in place, it would take an extreme environmental, climactic or political shock to turn the
US into anything other than the agricultural powerhouse it is today.
US grows almost 300 million metric tonnes (MT) of maize. The next largest producer, China, grows
only 131.7 million MT. Also, US is the largest producer of soybeans, the second largest producer of
cotton lint and sugar beet (the 10th largest in sugarcane), and the third largest producer of wheat. In
2004, US had almost 95 million heads of cattle. Moreover, US is the world’s largest exporter of
wheat, soybeans, maize, cotton lint and beef.
Top Ten Agricultural Commodities
Following are the top ten agricultural commodities in US (in value terms1 ):
• Maize (corn)2
• Soybeans
• Milk (fresh, whole)
• Wheat
• Sugar Cane
• Sugar Beets
• Potatoes
• Chicken
• Tomatoes
• Sorghum
The creation and consolidation of this agricultural powerhouse has a long history. For more than one
hundred years, the US government has invested in agricultural research and extension services. The
private sector also invested in new technologies to improve efficiency and increase yields. Before
that, private railway companies, supported by government land policies, opened up vast areas of the
country to settlement by immigrants, mainly from Europe. Over time, this investment in research
and infrastructure has made US agriculture capital-intensive and highly mechanised, in part reflecting
wider trends in the economy. In 1900, horses and mules provided over 90 percent of the power used
on US farms. In 1997, 89 percent of US farms owned a tractor and only two percent owned a mule.
As agricultural productivity improved, millions of farmers and farm labourers left the land. The
technological improvements in agriculture set up what agricultural economist, Willard Cochrane,
called the technology treadmill: early adopters of new technologies did well from the increased
productivity, but their success pushed others to either adopt the new technology, too, or to get out of
agriculture as they could no longer compete. Over time, fewer and fewer farmers were producing
more and more food, while the steady increase in production meant most commodities were in oversupply for much of the century. This pushed prices down, while maintaining the pressure on farmers
to get out of agriculture. Some were driven out by the competition, while others chose to leave,
looking for a different life in urban areas. However, most of them found work in the rapidly expanding
manufacturing sector. Over the century, agriculture went from employing more than one in three
Americans to employing one in a hundred, with most of those who were left depending on other
income streams, to meet their household’s needs.
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1.2 Public Policy and Agriculture
Other changes to agriculture were the result of public policy choices. Early in the 20th century, a
series of farm movements culminated in the passage of legislation that began to intervene in
agricultural markets in an attempt to shape outcomes away from the apparently natural tendency for
market power to accumulate with processors and traders, to the disadvantage of farmers. For example,
the Packers and Stockyards Act was passed in the early 1920s and was used to break up the large,
vertically integrated meatpacking industry. The Capper-Volstead Act of 1922 granted farmers an
exception to newly passed anti-trust laws, allowing farmers to form co-operatives to market, price
and sell their products (in a sense, allowing farmers to collude to raise prices). This exception was
political and legal recognition of the disadvantage farmers faced while negotiating with the few but
much larger grain traders that dominated markets even then.
The Great Depression of the 1930s resulted in the passage of a series of New Deal programmes that
authorised government intervention in agricultural markets to ensure fair markets for farmers, to
protect consumers from price gouging and unsafe food and to promote sustainable agricultural
practices to protect and enhance the environment. Floor prices were established for some commodities,
forcing agri-business to pay farmers at least a minimum price for the crops they wanted. Parity
programmes were a way to give farmers more negotiating power with agribusiness in what was an
inherently unequal relationship (to the farmers’ disadvantage).
Although parity continued as an objective in the immediate post-Second World War period, the US
government began in the 1950s a more or less explicit policy to move farmers off the land. Industry
wanted labour to work in their factories, while the farm programmes in place had no adequate
mechanism to control production, so over-supply continued to be a significant problem for the
government (which was acting as buyer of last resort and thereby accumulating significant stocks).
Industry also wanted to intensify agricultural production to increase demand for machinery and
farm inputs. In the late 1950s and 1960s, the government found itself holding vast quantities of grain
in public storage. Agribusiness complained they were paying too much for commodities, while
input suppliers were capturing a lot of benefit from high farm prices at the expense of farmers by
charging more for their products. The steady investment in research and development continued to
exert its own pressure on producers, and the exodus of farmers continued at a rapid pace.
Table 1: Trends in Twentieth Century US Agriculture3
Number of Farms
Average Farm Acreage
Government Payments
Percent Population on Farm
Percent Labour Force on Farm

1900
5,739,657
147 acres
0
39.2 %
38.8 %

1997
1,911,859
487 acres
$5 bn4
1.8 % (1990 census)
1.7 % (1990 census)

Percent of Farms Growing or Raising
Corn
Hay
Vegetables
Irish potatoes
Orchards
Oats
Soybeans
Cattle
Dairy cows
Hogs and pigs
Chickens

1900
82 %
62 %
61 %
49 %
48 % (1929)
37 %
0%
85 %
79 %
76 %
97 % (1910)

1997
23 %
46 %
3%
1%
6%
5%
19 %
55 %
6%
6%
5%

Source: www.usda.gov/nass/pubs/trends/timecapsule.htm
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The snapshot in Table 1 tells something of what has happened to agriculture over the past century:
today farms are larger and far less diversified. In 1900, most farms produced some corn, hay, and
vegetables, and at least three in four raised cattle, dairy cows, pigs and chickens. Today farms are
specialised industries, and many farmers no longer even grow their own food on the farm, let alone
a mix of products for sale.
Another striking change is the move from nearly 40 percent of the population living on a farm, and
almost 40 percent of employment in agriculture, to the less than two percent for both figures today.
Although about 15 percent of US gross domestic product (GDP) is from the food and agriculture
sector as a whole, the money—and the jobs—is in the processing, retailing and catering side of
food, rather than on the farm. It is also worth noting that a relatively industrialised developing
economy, such as Thailand, still has more people (as a percentage of the total labour force) working
in agriculture today than the US did in 1900.
1.2.1 The Subsidies
The most glaring fact in the Table for today’s trade negotiators is how much public money is spent
on agriculture. In fact, the 1997 numbers are unusually low for recent years: aggregate measure of
support (AMS) numbers reached US$21.5bn in 1999, up from about US$7.5bn in 1997 and US$12.3bn
in 1998.5 Notifications of US spending have not been submitted for any year since 2001, but the
estimate for current spending is about US$15bn (and possibly over US$20bn for 2005).
For most of the 20th century, agriculture did not cost the US government much money. The government
invested in research and development, and acted as a buyer of last resort, incurring costs for commodity
storage when mechanisms to limit production failed. The sums involved, however, were relatively
small. The biggest public policy headache was: how to manage production and how many farms was
it efficient to support? How could the government reward innovation and on-farm improvements
while intervening to ensure that monopolies and oligopolies did not take control of the agricultural
sector? How could policies, such as the extraordinary subsidisation for irrigation infrastructure and
water use for farming that caused expensive damage to the environment be controlled?
The US farm programmes started to change in 1985 and a revolution was finalised in the 1996 farm
legislation. At that time, government support for most agricultural commodities changed dramatically.
In brief, the system of price floors has been replaced by a system of income support, whereby the
government uses public money to pay farmers some of the gap between their costs and what
agribusiness firms are prepared to pay. The Rural Advancement Foundation International (RAFI)
has published a useful introduction to the US farm programmes called, ‘The Non-Wonk Guide to
Understanding Federal Commodity Payments’.6 They claim that there are effectively three ways to
establish a fair price for a farmer: control supply; establish and enforce a fixed price; or pay the
farmer directly a fair price, which is the difference between the market price and what the government
determines. With the 1996 legislation, the US system moved from the second (with elements of the
first) to the third method of intervention. Each approach has costs associated with it, but the third
option is by far the most expensive for taxpayers. The result has been to erode public support for
agriculture, to reduce the chances of farmers making a living from the market and to concentrate
ownership of land.
1.2.2 Fewer, Bigger Farms
The number of US farms peaked in 1935 at 6.8mn.7 From 1935, the number of farms fell dramatically,
and the number continues to fall, although the trend line has flattened considerably. In 1997, there
were 1.9mn farms, according to the US census of agriculture. However, since the definition of a
farm is ‘any business selling at least US$1000 worth of farm products in a year’, the actual number
of businesses where farming is a primary economic activity is far smaller.
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The farmland acres have decreased, but not as dramatically as the number of farmers. The principal
trend related to farm size (and common to Australia and other major agricultural producers among
OECD8 countries) is the so-called ‘disappearing middle’: farms of 1 to 49 acres declined in number
between 1935 and 1974 but their numbers have since stabilised (at between 540,000 and 640,000).
Farms of more than 500 acres have been increasing in number over the past century, although their
numbers have stabilised around 350,000 to 370,000 since the late 1960s. The farms of between 50
and 499 acres have continued to disappear, down from 3.9mn in 1935 to about 1mn in 1997.9 The
average size of US farms has grown from 148 acres per farm during the peak number of farms in the
1920s, to 487 acres in 2001. Since 1950, the average farm size has increased by about two and half
times. At the same time, however, the amount of land that is rented rather than owned by the farm
operator has been on the increase, so that increased farm size is also a reflection of a growing trend
to operations combining owned with rented land.
The largest farms by acreage are not necessarily the most profitable. Sales are probably the most
useful measure of farm size. The majority of farms with more than 500 acres in 1997 had sales of
less than US$250,000 per year. Measured by sales, the farms with US$250,000 or more of sales
have been increasing steadily in number, from five percent of all farms in 1982 to eight percent in
1997. The relatively few farms with sales of US$500,000 or more increased in number still more
rapidly.10
About 90 percent of US farms account for only 33 percent of total crop value. Most of these smaller
operations do not generate enough income from farming to cover their expenses, and therefore
depend upon off-farm income. Farms with gross sales above US$250,000 generate two-thirds of all
agricultural production from only one third of the total agricultural land. These larger farms receive
approximately 47 percent of the total government payments. The reason so much farm assistance
goes to relatively a few farms is because farm programmess are still allocated based on output
(although in some cases that is on historic and not current production) and the top 10 percent of all
farms account for 67 percent of total production.11
From 1990 through 1998, government payments made up approximately 20 percent of net farm
income. From 1999 to 2001, this percentage more than doubled to 47 percent. Despite the original
promises made by the advocates of deregulation to ‘get government out of agriculture’, the US
farmers have never been more dependent on the government for their livelihoods. But even with this
massive infusion of public money, net farm income for US farmers fell to 16.5 percent from 19962001, forcing still more of the smaller independent farmers off the land, and accelerating the
concentration of agricultural production.12
Despite a decline in number of farms by over 50 percent, total crop acreage for the eight major row
crops—corn, soybeans, wheat, grain sorghum, barley, oats, cotton and rice— has remained constant
in the range of 250mn acres. These eight crops are farmed on 74 percent of all US cropland, and
receive 70-80 percent of the total government payments. Five of these crops—corn, wheat, cotton,
soybeans and rice—represent almost three-quarters of all US export crop volume.13
The Institute for Agriculture and Trade Policy (IATP), Minnesota, has tracked the production costs,
the domestic US farmgate price and the export price of these five major US export crops for over a
decade.14 The resulting analysis shows that in most years, farmers sell these crops to agri-business
firms at prices well below their production costs. Even if the price then increases before export,
IATP calculates that for wheat the export dumping percentage ranged from 18 to 44 percent over the
decade 1990 - 2001, while for cotton it ranged from 9 to 57 percent. The export dumping percentage
measures the gap between export prices and full production costs, including the cost of transportation
and handling to reach the export port. An export dumping percentage of 20 means the crop was sold
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abroad for 20 percent less than it cost to produce and ship to port—never mind any provision for a
profit. Some crops, in some years, are sold for a profit, but it was the exception not the rule for at
least these five commodities, tracked for more than ten years.
1.2.3 Exports Have Not Materialised
The assumption that drove the changes in US farm policy, culminating in the 1996 farm legislation,
was that exports were the future for US agriculture and that any policy that kept prices high would
prevent US farmers from maximising their potential export market share. Implicit in this assumption
was the idea that it is farmers who export produce (rather than sell to traders and processing firms
who export, which is in fact the case for almost all commodities). Also implicit was the assumption
that world prices would accurately reflect production costs, rewarding the most efficient producers.
In practice, agricultural markets are heavily distorted, both by government policies and by the
dominance of a small number of firms in most commodity sectors.
Market deregulation has failed to achieve its promise of bringing prosperity to US farmers by
increasing the US share of agricultural markets. Demand for the eight major US export crops has
been flat since the early 1980s. The primary growth in demand has been generated domestically
from increases in US population and non-food demand, for example for the corn-based fuel additive,
ethanol.15
For half a century, US has run strong agricultural surpluses that have served as a bulwark against a
steadily declining overall balance of trade. But now the US is actually projected to become a net
importer of agricultural products for the first time since 1959. This is in part because US prices for
major commodities have plummeted by about 40 percent after a decade of agricultural market
deregulation, reducing the net value of US exports. At the same time, agricultural imports have
increased twice as fast as exports - rising from US$32bn in 1996 to US$46bn in 2003.16
1.3 Conclusion
Two decades of agricultural market deregulation have not solved the problems identified by US
policymakers in the 1980s: structural oversupply, a diminishing share of export markets, and an
erosion of what had been a considerable positive trade balance in agriculture. Poverty in US is
concentrated in rural areas. Despite the high levels of public subsidies, the great majority of US
farmers depend on other income streams to supplement their farm living. Agribusinesses are growing
increasingly concentrated (few companies dominate the different points of the processing and
distribution chain) and diversified (the same companies dominate grain handling and processing,
livestock production and grain transportation).
In US, exports have not delivered prosperity. The low commodity prices accelerated an already
worrisome trend toward further consolidation of market power by global food companies. In particular,
below-cost feed grain prices have acted as a massive indirect subsidy that has moved livestock off
from diversified, decentralised and independent family farms to corporate owned industrialised
livestock complexes that damage the environment, threaten public health, exploit workers, and siphon
agricultural wealth off from local rural economies. The devastatingly low world commodity prices
caused by this US deregulation model—which US leaders continue to push onto the other countries
through trade negotiations—has harmed farmers, rural communities and the environment in the US
and around the world.
2. The US in the WTO Negotiations on Agriculture
This section provides a summary of the issues that are subject to debate in the world Trade Organisation
(WTO) negotiations on agriculture. Included is a brief explanation of each of the issues, an update
on the current status of debate, and a description of the US position on each issue. The topics are
organised according to the three pillars used within the WTO: market access, domestic support, and
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export competition. Each pillar begins with an overview of the dynamics among the WTO Members.
The material is largely based on in-person interviews with a range of WTO negotiators. The politically
sensitive nature of the information prohibits us from attributing any of the comments to specific
officials.
2.1 Market Access
Market access negotiations address the forms of protection provided by WTO Members at the border
through tools such as tariffs and import or export quotas. For most agricultural imports, US has low
levels of border protection and is one of the strongest proponents of much greater market access
from its trading partners in the Doha Round. In particular, US is particularly interested in achieving
greater market access in the growing economies of China and India. At the same time, US does
protect some products such as sugar and is expected to negotiate for continued protection for at least
some of these commodities. In all likelihood, US will be able to rely on EU and others to do this
negotiating for them; US will benefit from the final rules, for example, for sensitive products (described
below), without having to use its negotiating capital to secure the exemptions themselves.
The October 12, 2005 proposal from US called for:
• A 75 percent cap on developed country agricultural tariffs;
• A cap (unspecified) on developing country tariffs;
• The same four tiers for both developed and developing countries tariff reductions: tariffs of 0 to
20 percent, 20 to 40 percent, 40 to 60 percent and over 60 percent;
• Developed and developing countries would face the steepest tariff cuts on the highest tariffs;
• The actual degree of cuts for developing countries is not specified; and
• The cuts for developed countries would run from 55-65 percent for the first tier, 65-75 percent
for the second, 75-85 percent for the third and 85-95 percent for the highest tariffs.
The loudest opposition to US’ stand on market access comes from EU, closely followed by the
Group of 10 (G-10), which includes Japan, South Korea, Switzerland and Norway. There is a diversity
of opinions among developing countries; some support greater access to foreign markets, although
they would prefer more differentiation between developed and developing countries in the new
rules, while others are more defensive. The G-20 was able to overcome these differences within
their group and put forward a comprehensive, compromise proposal on market access in July 2004
that became a basis for negotiations. The biggest difference between the G-20 proposal and that of
US is that the G-20 wanted more tiers for the developed countries, which would have resulted in
greater cuts to their tariffs. In Hong Kong, at the 6th WTO Ministerial Conference, governments
agreed that both developed and developing countries would use four bands to cut agricultural tariffs,
but they did not agree at what numbers to use for the parameters (they will be different for North and
South, in accordance with the already agreed need for special and differential treatment [S&DT] for
developing countries).
2.1.1 Offensive and Defensive Positions on Tiered Formula (number of bands, range of bands, type
of cut, size of cut)
One of the primary questions in the market access pillar is what structure and formula will be used
for the reduction of tariffs on agricultural goods. There are a variety of possible structures and
formulae for tariff reductions and the final choice has significant implications for the size of the
tariff cuts that are likely to result. The structure of the cuts has to precede the negotiation on the size
of the cut. In the 2004 ‘July Framework’, WTO Members agreed to use a tiered formula for tariff
cuts, which means that higher tariffs will be cut more than lower tariffs. While WTO Members
agreed in Hong Kong to use four tiers, they have yet to agree the thresholds for each tier and what
formula to use within each tier.

216  IBSA Streategy for WTO Agriculture Negotiations

A certain number of WTO Members already have low tariffs on their agricultural products and so
are comfortable pushing for significant tariff cuts. These more offensive countries generally have
important agricultural export sectors. This group includes the US and the Cairns Group - a group
that is no longer particularly effective at the WTO, but which includes a number of the developing
country G-20 members, as well as Australia, Canada and New Zealand.
Many other WTO Members use high tariffs to protect their domestic producers and processors from
external competition. These countries are often not significant exporters of agricultural products,
and therefore do not stand to gain from the lower tariffs of other members. The WTO Members that
are defensive in market access include the EU, the G-10 countries, and many developing countries
with high rates of protection and/or low capacity for export.
Offensive Members generally favour a higher number of tiers whereas defensive Members prefer
fewer tiers. This is because fewer tiers put more tariff lines into each tier and depending on the
formula could enable defensive countries to achieve the required cuts while keeping some tariffs
high within each tier.
Offensive Members also prefer lower thresholds for the market access tiers to increase overall tariff
reductions. Consider the difference between a top tier for all tariffs of 60 percent or higher and a top
tier for all tariffs of 100 percent or higher. All things equal, the 60 percent threshold will lead to
higher tariff cuts because more tariff lines will fall into the highest tier and therefore will be subject
to the greatest tariff cuts. If the threshold for the highest tier is 100 percent, then tariff lines between
60-100 percent will be cut proportionately less than those 100 percent or over.
In July 2004, the G-20 presented a proposal for a formula for reductions that uses linear straight line
cuts and has been described as allowing for ‘constrained flexibility’. It is a compromise between the
Swiss and Uruguay tariff formulae.17 The ability of the G-20 to reach a compromise position in
market access despite the diverse interests of the members has been said to be an indication of the
strength of the coalition. India, in particular, is very defensive on market access, but possibly the
water in their current tariff schedule makes it possible for them to support this somewhat aggressive
proposal. In any case, negotiations always have an element of brinksmanship, and proposals are
seldom accepted exactly as presented; the more defensive G-20 members know the EU and defensive
developed countries (G-10) will force a softer outcome than the G-20’s proposal suggests.
2.1.2 Concepts (progressivity, proportionality, flexibility)
Progressivity is the idea of cutting higher tariffs more. This is generally agreed upon and is built
into the ‘July Framework’, but the question of what degree of progressivity will be achieved remains
undecided. The degree of progressivity will be determined by the structure and formula of tariff
reductions as described above. The US is an ardent supporter of progressivity in agriculture, with
the explicit aim to reduce all tariffs, and to bring all tariffs closer together.
Proportionality is the idea that developing countries will be subjected to lower tariff cuts than
developed countries. This, too, is generally accepted and is part of the ‘July Framework’; it is part of
the proposed S&DT for non-governmental organisations (NGOs). However, the critical question is
what degree of proportionality will be achieved. The US prefers moderate proportionality. Its October
10, 2005 proposal made a few concessions to the need for S&DT in market access.
Flexibility is the concept of taking into account the sensitive nature of some products (in both
developed and developing countries) without undermining the overall goal of reductions.18 The US
wants to limit the flexibility of its trading partners as much as possible. The primary tools proposed
for achieving flexibility are sensitive products and special products, both described below.
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2.1.3 Sensitive Products
Sensitive products are products that will receive an exemption from the standard tariff reduction
formula. Both developed and developing countries can use this category to protect products where
domestic protection is of particular importance. Current questions in the WTO negotiations include
how many products will be eligible for sensitive treatment, how the sensitive products should be
selected (using what criteria), and what degree of protection should be granted to such products. The
current thinking seems to be that each country will be able to self-select its sensitive products,
subject to certain limitations still under negotiation. The preparations for the Hong Kong Ministerial
Conference brought to light some of the differences among WTO Members on how to handle sensitive
products. The EU has proposed allowing eight percent of its tariff lines to be treated as sensitive
products, while the US proposed only one percent to be included. The US proposal also suggested
that only products already tariffied (subject to tariff rate quotas [TRQs]) be included, which would
in practice limit the usefulness of sensitive products for the great majority of developing countries.
Only some 30 developing countries used the tariffication process in the Uruguay Round.
2.1.4 Special Products
Special products (SPs) are somewhat similar to sensitive products, which were proposed by several
developing country member groups as a form of S&DT, for developing country use only. The idea of
SPs was first proposed at the time of the Cancun Ministerial in 2003. The original term was ‘Strategic
Products’. One early emphasis was on processed agricultural goods with the idea that an infant
industry approach was needed to enable developing countries to increase their share of the processed
food market, at home and eventually in their export composition. The current idea is that developing
countries should be able to provide additional protection for domestic producers and farm workers
in certain sectors that are of ‘fundamental importance’ for reasons of food security, livelihood security
and rural development needs. The G-33 provided a detailed proposal on how SPs should be determined
in October 2005.19 In Hong Kong, WTO Members agreed to allow developing countries to selfselect ‘an appropriate number’ of special products, ‘guided by indicators based on the criteria of
food security, livelihood security and rural development’. The US is determined that the appropriate
number will be low.
The SP debate has been held up by the need for Members to first agree on the tariff formula and the
treatment of sensitive products issues; the SPs should be able to provide additional protection. The
US pushed for a quick definition of Special Products, arguing the category should be limited, with a
cap on the number of years that a country can categorise a product as a SP before it is reviewed. The
latest US proposal describes SPs as a ‘transition’ mechanism, without specifying how long a transition
might be allowed. Nothing was achieved in Hong Kong on this question.
2.1.5 Tariff Capping
Tariff capping means setting a maximum level for all tariffs. This issue is less critical than the tariff
reduction structure and formula for most countries. However, the G-20 proposal on market access
did include a cap of 100 percent for developed countries and 150 percent for developing countries.
For US, the inclusion of a tariff cap is important. Their proposal was a cap of 75 percent (too low for
other developed countries to accept). The US has said privately that the G-20’s proposed 150 percent
cap for developing countries might be acceptable.
2.1.6 Tariff Escalation
Tariff escalation describes the practice of raising tariffs according to the degree of processing a
commodity undergoes. Typically, tariffs are higher on processed goods than on raw goods (although
sometimes, as with peanuts and cotton in US, the tariff is higher on the raw commodity). Although
US has generally low tariffs on agricultural goods, it also has some degree of tariff escalation in its
tariff schedule. This puts developing countries and least developed countries (LDCs) at a disadvantage
as they try to industrialise. The topic is said by WTO negotiators to be important, and it is certainly
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dear to developing countries, yet there has been acceptance by the membership that the issue can
only be dealt with after the basic formula for tariff reductions is settled. According to an European
Commission (EC) official, it is expected that a formula will be developed to limit the ratio of tariffs
between processed and unprocessed goods, but so far no specific proposals have been made. Members
such as US that are offensive on market access have said that an aggressive approach to tariff reduction
should address the problem of tariff escalation. The October 12, 2005 proposal makes no mention of
the issue.
2.1.7 Tariff Simplification
The first step in the process of reducing tariffs is to convert non ad valorem duties into ad valorem
equivalents (AVEs). An ad valorem tariff is applied on every (say) US$100 of wheat imported,
rather than every tonne (a tonne of wheat’s price can fluctuate considerably over even short periods
of time). In early 2005, there was considerable disagreement on the methodology for calculating
AVEs and this issue contributed to a deadlock in the overall agriculture negotiations. The primary
question was which database of prices would be used in the calculations. The WTO’s Integrated
Database (known as IDB) uses higher average prices for most commodities and therefore reduces
the value of the AVE. The IDB is the database favoured by defensive Members such as EU and G10. The alternative is the UN Conference on Trade and Development (UNCTAD)’s Comtrade
database, which gives lower estimated prices on most products and therefore makes tariffs relatively
higher when measured as a percentage of the import’s value. Comtrade is the database favoured by
US and the Cairns group. In early May 2005, WTO Members agreed to use the IDB data as the basis
but to use a ‘filter’ to catch products where the IDB and Comtrade AVEs were significantly different.
2.1.8 Tariff Rate Quotas
Tariff rate quotas (TRQs) are a system whereby a country establishes a quota for a product and
charges a zero percent or very low tariff on imports that are ‘in quota’, and a higher tariff for imports
that exceed the quota. Typically, the out of quota tariff is so much higher than the in quota rate that
producers without access to the quota cannot sell in the market, essentially creating a quantitative
restriction. The Uruguay Round called for TRQs equivalent to five percent of domestic consumption.
TRQs were only established by countries that underwent tariffication (the conversion of non-tariff
barriers into tariffs). Few developing countries have TRQs. In the Doha negotiations, many negotiators
are pushing to expand the TRQs, so as to reduce the impact of the higher, out of quota tariffs. The
US favours the expansion of quotas and has proposed specifically that there should be an expansion
of existing quotas by 20 percent. The US proposal of October 10, 2005 suggested that sensitive
products should be subject to TRQ expansion as a compensation for their exemption from the tariff
cutting formula.
2.1.9 Special Safeguard Mechanism
The special safeguard mechanism (SSM) is a proposed new tool for developing countries that would
enable them to protect their markets in the event of a sudden surge in imports and/or a sudden drop
in world market prices. The current Agreement on Agriculture (AoA) has a Special Safeguard (SSG)
that fulfills a similar purpose, but it is not available for use by most developing countries because
they did ‘tariffy’ in the Uruguay Round. Even the developing countries that have access to the SSG
do not use it often because it is a complex and cumbersome mechanism. To address these issues,
WTO Members agreed in the ‘July Framework’ that an SSM would be created for developing
countries. However, many questions remain, including whether the SSM would be available only to
certain developing countries; which products would be eligible for SSM protection; what action
would trigger SSM protection; what type of remedy a country could implement once the SSM was
triggered; and how long the remedy could be implemented.
Proposals for the SSM have been championed by the G-33 but are also supported by the G-20. The
G-33 put forward proposals in 2005 on the SSM design, most recently in mid-October. One highly
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contested element of the proposal is the type of trigger – the G-33 proposed that the SSM would
have both price and volume triggers, similar to the current SSM. The US and EC argued the SSM
should only have a volume trigger. The G-33 won this battle in Hong Kong: the final declaration
says both triggers should be available. The G-33 proposal also says the remedies should include
duties and quantitative restrictions, and that the SSM should be triggered automatically. During the
May 30 - June 3, 2005 agriculture meetings, US said that SP and SSM are redundant and both are
not necessary. The G-33 countered that SSM is short term and SP is longer term. There have also
been suggestions that access to the SSM should vary amongst the developing countries based on the
level of tariff reduction undertaken. The U.S. proposal of October 10 suggested the SSM should
only ‘provide transitional protection from import surges while still providing meaningful improvement
in market access’. These other issues, beyond the triggers, remain undecided.
2.1.10 Preference Erosion
Preferences refer to provisions for special treatment given by a country or group of countries to
another country or group of countries. Typically, the preferences are extended from developed
countries to developing countries. Usually this special treatment means the preference-granting
country charges lower tariffs on imports from the preference recipient than they charge on imports
from other countries. The steady pressure through the WTO to lower tariffs in all WTO Members
effectively erodes the value of existing preferences. This has led to resistance to tariff reduction on
the part of preference receiving countries. The US does not seem to engage actively in discussions
about preference erosion. Its offensive position on market access could be seen as contributing to
the problem. Certainly, it has not attempted to defend preferences, unlike EU and some others. This
defence is of course also in part self-interested, as many preference schemes are not used to the full,
yet they suggest that the developed countries are doing their part to help the poorer countries. Many
preference schemes have failed to provide much assistance to developing countries. Nonetheless,
there are clear cases of industries, and sometimes entire national economies that will suffer from the
erosion of preferences under generalised agricultural liberalisation.
2.1.11 Tropical Products
Most tropical products are produced only by developing countries. These products offer an opportunity
to develop rules that could bring specific benefits for developing countries if crafted properly. The
‘July Framework’ says, ‘the fullest liberalisation’ of these goods ‘will be addressed effectively’.
Most developed countries import (unprocessed) tropical commodities under low or zero tariffs. The
most contentious issue in the tropical product debate is trade among developing countries, who
compete as producers and often use tariffs to protect their domestic producers. The US does not take
an active role in the debate on tropical products. Since the US already has low tariffs on these
products, they will not be significantly affected by the outcome. Sugar is an exception because the
US continues to protect domestic sugar producers through a tariff regime, and this is sometimes
pointed out as an impediment to tropical product liberalisation. The US rejects this accusation,
arguing they are not holding up progress on tropical goods. The supply-managed sugar sector in US
is already under pressure with the recent passage of the Central American Free Trade Agreement
(CAFTA). At the WTO, the sensitive products exemptions are likely to give the sugar sector the
protection it needs, without requiring any protection under specific tropical product rules.
2.1.12 Special and Differential Treatment
In the market access pillar, the components of S&DT most commonly discussed are proportionality
(lower cuts and longer implementation periods for tariff reductions), SPs and the SSM. In principle,
US supports S&DT but wants to see aggressive market opening of certain key developing countries
(including but not limited to China and India) and therefore makes only limited accommodation for
market access against S&DT measures.
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Additional S&DT provisions for least developed counties (LDCs) were included in the ‘July
Framework’, which exempts LDCs from tariff reduction commitments. The Framework also says,
“Developed Members, and developing country Members in a position to do so, should provide dutyfree and quota-free market access for products originating from LDCs”. However, US has not
committed to full duty-free quota-free access for products from LDCs. While they have agreed to
provide improved access, certain sensitive products such as textiles prevent US from making a full
commitment. This resistance was evident in Hong Kong, where the final declaration only commits
developed countries to provide LDCs with duty-free, quota-free market access for 97 percent of all
tariff lines.
2.2 Domestic Support
The Uruguay Round AoA classifies domestic support provided by governments to their agriculture
sectors in several categories, known as boxes, based on how trade-distorting they are judged to be.
The most trade-distorting support interferes with either prices or production or both. For example,
government-controlled price floors or payments to producers that either limit or encourage current
production, are considered the most trade-distorting forms of support and are subject to the greatest
cuts. US, EU and Japan alone account for 80 percent of the estimated cost of domestic support in
global agriculture. The developed member countries of the Cairns Group (Canada, Australia and
New Zealand) join most developing countries in an offensive push to get significant reductions in
domestic support levels from other developed countries, particularly the big three spenders. However,
a small number of developing countries benefit from aspects of existing domestic support programmes
(for example, the countries belonging to the Africa, Caribbean and Pacific Group -ACP), who can
sell to EU at its higher than world-price fixed prices). Meanwhile, some developing countries are
concerned that the negotiated disciplines could limit the flexibility to support their agriculture in the
future.
The US is on the defensive in the domestic support pillar because US faces intense domestic political
pressure to maintain domestic subsidies, yet the administration would potentially welcome a political
‘out’ that would force them to lower subsidies, particularly as fiscal constraints on the budget grow.
The US government says it is willing to make dramatic cuts in domestic support, but only in return
for equally dramatic cuts in spending from EU and dramatic increases in market access from
developing Members. The October 10 proposal suggested a 60 percent cut in the most trade-distorting
support and caps on the somewhat less distorting programmes. The proposal earned US a lot of
positive press. Yet, in reality, the cuts proposed would reduce actual US spending but only by about
five percent; the 60 percent is mostly ‘water’, the gap between actual and allowed spending.
In any case, the US offer is conditional on cuts from EU and G-10 members that are highly unlikely
to materialise, leaving the question, of where US will actually draw the line, still unsure. It is clear
that the US Trade Representative (USTR) does not have the support of Congress for its October 10
proposal; the proposal would, for instance, curtail spending on counter cyclical payments authorised
under the 2002 Farm Bill, a suggestion the Congressional committees concerned have rejected.
2.2.1 AMS Reductions
AMS or Amber Box payments are the most trade distorting payments and typically include payments
that are based on the volume of production or programs that establish a price floor. Much like tariffs,
the AMS will be cut using a system of bands, where the countries that provide the highest levels of
AMS will have to implement the largest cuts. The question of how many bands to work with has
been highly contentious. US argued initially for four bands, putting itself in the third band from the
top. Most if not all other members argued for three bands, putting the US in the second band. The
October 10 proposal from US accepted this approach: the US proposed measuring bound AMS
levels as US$25bn and above, US$12bn to $25bn and US$0bn to US$12bn with cuts respectively of
83 percent, 60 percent, and 37 percent.
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The US proposal is too draconian for the EU, which has proposed to cut its AMS by 70 percent
(rather than the 83 percent sought by US) If EU does not agree to the US proposal, US will have an
opportunity to lower its apparent ambition. In any event, close analysis of the AMS proposals makes
it clear that these seemingly impressive commitments will not actually reduce the level of support
now in place, both because of the significant gap between allowed and actual spending, and because
of the changes to domestic support programmes in EU and US that have facilitated a reclassification
of AMS payments to other boxes. All that governments could agree in Hong Kong was that there
would be three bands for the cuts.
2.2.2 De minimis Reduction
De minimis payments are payments countries can provide to their agriculture sectors that are small
relative to the total value of agricultural production. Under the Uruguay Round AoA, programmes
whose total cost is less than a fixed percentage of the total value of the commodity in question do not
have to be counted in the AMS. The limit for developed countries is five percent of the total value
while for developing countries it is 10 percent. The de minimis also applies to general support
programmes, whose total value cannot exceed the specified limit as a percentage of the total value of
agriculture. The ‘July Framework’ says, “Reductions in de minimis will be negotiated taking into
account the principle of special and differential treatment. Developing countries that allocate almost
all de minimis support for subsistence and resource-poor farmers will be exempt”.
For developed countries, negotiations focused on a possible 50 percent cut to the de minimis to bring
levels down to 2.5 percent of agricultural production. US has most recently proposed such a 50
percent cut, while EU has proposed an 80 percent cut (because it hardly uses the provision). Besides,
US makes no mention of a lesser cut for developing countries. In many developing countries, the
limited support they provide to their farmers is exempt from restrictions under the de minimis
provision. Very few actually use the full entitlement of de minimis payments because they do not
have the resources to do so. However, many feel strongly they need to keep the policy space to
provide de minimis payments in future. The G-33 made a proposal in March 2005 that developing
countries should not be required to make any de minimis reduction. At the time, US and EC responded
that all countries should be required to reduce their de minimis ceilings. This still seems to be the US
position.
Over the summer of 2005, the G-20 proposed that the seventeen developing countries with AMS
entitlements should agree to de minimis reductions, but other developing countries should be exempt
from any de minimis reduction. US has not agreed to this proposal, despite the fact that it would
ensure cuts from the large developing countries, which are the biggest competitors of US firms.
However, WTO delegates from both developed and developing countries, including U.S., say
informally that developed countries are not likely to be as aggressive on de minimis cuts for developing
countries now as they were at the Cancun Ministerial.
2.2.3 New Blue Box
Article 5.6 of the Uruguay Round AoA describes yet another category for the classification of
domestic support, known as the Blue Box. Under the Uruguay Round rules, the Blue Box is restricted
to production-limiting programmes based on historic acreage or livestock counts. No spending limit
was imposed on the Blue Box-eligible programmes. US won a major concession from WTO Members
with the inclusion in the 2004 ‘July Framework’ of an agreement to expand the current Blue Box.
Under the ‘July Framework’, programmes that are decoupled from production but still linked to
price can now also be included. US did this to be able to move countercyclical programmes from the
Amber Box, where spending is constrained, to the Blue Box, and where US has no existing
programmes to accommodate. The ‘July Framework’ also proposed to cap overall Blue Box spending.
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The G-20, the G-33, the EU and some other countries continue to seek further restrictions on the
expanded Blue Box, including criteria to ensure Blue Box programmes, which are less trade-distorting
than Amber Box programmes and an explicit obligation to include only programmes with a productionlimiting objective. US refuses restrictions on the now expanded Blue Box. The October 10 proposal
instead offered to lower the spending cap for total Blue Box spending to 2.5 percent of the total
value of agricultural production, rather than the 5 percent cap suggested in the 2004 ‘July Framework’.
The US proposal would mean a cap on the US Blue Box support of just under US$5bn. According
to the United States Department of Agriculture (USDA), countercyclical payments were US$1.7bn
in 2003 and US$0.8bn in 2004. The proposed Blue Box ceiling could also accommodate the
countercyclical payments at the levels estimated for 2005 (US$2.5bn). The 2002 Farm Bill allows
as much as US$7.6bn in countercyclical payments, although this amount has not yet been spent in
any year. In other words, the proposed cap on the Blue Box would constrain possible but not actual
US support. The Farm Bill is due for renewal in 2007, that is before the Doha Rounds are likely to
come into force, but the proposal would force Congress to make a more modest proposal for
countercyclical support if these payments continue. The countercyclical payments give farmers some
degree of income predictability and are supported by the US farm organisations as a safety net
against low commodity prices. However, a substantial and growing number of farm groups would
prefer a price floor and production limits that would allow them to obtain more of their income from
the marketplace i.e. from the agribusinesses they sell to rather than from taxpayers.
2.2.4 Product-specific Caps (Amber and Blue Box)
The goal of product specific caps in domestic support is to prevent large levels of support for certain
products. The ‘July Framework’ says that product specific caps in the Amber Box will be negotiated,
and this does not appear to be too controversial. The October 10 proposal from US, however, proposes
product-specific AMS caps to be based on an average from 1999 - 2001 spending. These were
exceptionally expensive years for US support and would result in caps that are unlikely to constrain
existing programmes.
Meanwhile, product specific Blue Box caps are extremely contentious. In fact, US is hostile to the
suggestion of product-specific caps in the Blue Box.
2.2.5 Overall Reduction in Trade-distorting Subsidies
Trade distorting subsidies (TDS) are the sum of AMS, Blue Box and de minimis payments. Essentially,
there is agreement that the Doha Round should result in some degree of harmonisation, such that the
countries that provide the highest levels of trade-distorting support will make the biggest cuts to
their spending. Based on their current level of TDS, countries will be grouped into bands and the
higher bands will be cut by a larger percentage than the lower bands. In Hong Kong, governments
decided that there would be three bands for TDS, with EU alone in the top band, and US and Japan
in the second. The US proposal suggests TDS bands of over US$60bn, between US$10 and US$60bn
and less than US$10bn, with cuts of 75 percent, 53 percent (which is where US falls) and 31 percent
respectively. With no provision for special and differential treatment in the US proposal, US is
implying that developing countries that use the Amber Box, Blue Box or de minimis should make
overall cuts in such spending of 31 percent.
The G-20 instead proposed cuts of 80 percent, 75 percent and 70 percent, using the same bands and
applied to developed countries only. Under the Uruguay Round, the base total of trade-distorting
support allowed by the US is US$48.2bn, while its actual spending (in 2001) was US$21.5bn. A 53
percent cut would allow the US a new ceiling of US$25.6bn (i.e. no change to current expenditure)
while a 75 percent cut, as per the G-20, would force cuts in actual spending.
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2.2.6 Green Box Disciplines
The Green Box is the name given to programmes included under Annex 2 of the AoA. These are
programmes with no or minimal trade-distorting impact. Since the Uruguay Round has come into
effect, both US and more recently EU have considerably increased their notified spending under the
Green Box. A number of other countries have raised concerns that these members are abusing the
Green Box by increasing their reliance on decoupled payments (payments not linked to price or
production). Decoupled payments have been categorised as minimally trade-distorting but in fact
have been shown by the OECD and others to have an impact on production, and therefore trade.
The ‘July Framework’ calls for a review of the Green Box criteria, but Members differ on how
substantive the review should be. The EC is particularly defensive on this issue, since its major
reform of the Common Agricultural Policy relies heavily on unconstrained decoupled payments.
The G-20 would like a more thorough review of the criteria while US, not as vocal as EC, has no
interest in a thorough review that would limit their ability to use the Green Box.
For the year 2001, US notified almost US$50.7bn in Green Box spending. A rough breakdown
shows about US$9bn is spent on the bureaucracy that works on agriculture, including research,
extension, inspection and statistical services. About US$34bn is spent on domestic food aid, especially
the food stamps provided to low-income Americans. In 2001, decoupled income support was just
over US$4bn and emergency relief was around US$1.5bn. The remainder of the spending was on
environmental programmes (around US$300mn) and programmes that pay farmers to take their
land out of production.
The G-20 has proposed that the Green Box criteria needs to be broadened to explicitly allow measures
used by developing countries. While many countries have said that it is unlikely that developing
countries would be challenged for a measure that they put into the Green Box, there is concern since
the ruling on the cotton dispute that Green Box payments could be subject to attack (US categorised
its countercyclical payments in the Green Box, which was ruled illegal by the dispute panel). A
number of developing countries want to be sure they can use the Green Box. Also, it could be
politically viable for some developing Members to be able to demonstrate to their constituents that
they would succeed in defining the Green Box to meet their needs. US has said that the expansion of
the Green Box for developing countries seems unnecessary, but its October 10 proposal includes a
provision to review Green Box criteria, which asked ‘to specify inclusion of non-trade-distorting
development policies’. In Hong Kong, governments agreed, ‘to ensure that programmes of developing
country Members that cause not more than minimal trade-distortion are effectively covered (in the
Green Box)”. (Parenthesis added).
2.2.7 Accumulation (of payments)
Accumulation refers to the situation whereby a producer receives payments on a product under
more than one box and the effect is to create the perception on the part of the farmer that even if a
portion of the payment is not linked to production, they must maintain production to continue in
order to receive all the payments. The G-20 has raised concern about this and there is a proposal to
impose disciplines on the total level of payments for any one product i.e. a cap on the sum of Amber,
Blue, and Green Box payments. This sort of cap was not part of the ‘July Framework’, and faces
stiff resistance from US and other developed countries.
2.2.8 Special and Differential Treatment
In the domestic support pillar, S&DT will entail lower cuts made by developing countries in overall
trade-distorting support and AMS, but there is still a question of how much they will be forced to
cut. There will also exceptions expected for developing countries cuts to de minimis spending, but it
is unclear which developing countries will need to cut de minimuis and by how much. US considers the
possible inclusion of new ‘non-distorting development policies’ in the Green Box to be a part of S&DT.
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2.2.9 Notifications
One vital issue is the time it takes US to notify the payments – the last notification was made in 2003
for spending in 2001. Without notifications, other Members cannot determine if US is respecting the
AoA rules. This issue is raised in the ‘July Framework’. US claims that they will make improvements
if other countries do the same, pointing to delayed notification by a number of developing countries.
At the same time, US claims it will continue to be difficult for them to provide timely and accurate
notifications because the payments are always fluctuating. This fluctuation of payments of course
does not account for the current delay, which is almost certain because the 2002 Farm Bill in fact
authorised payments that do not conform to the AoA spending limits. The ruling on the cotton
dispute indicates this possibility. Robert B Zoellick, the former USTR admitted that US wanted a
political settlement (in the form of a new AoA ) rather than a legal one (with disputes decided on the
basis of the current rules).
2.3 Export Competition
Under GATT, export subsidies are in general prohibited and their widespread use in agriculture
meant the AoA had to accommodate them: the solution was to prohibit the introduction of new
export subsidy programmes and to start to reduce spending on existing programmes. EU provides
the majority of direct export subsidies, but other Members fund programmes that effectively include
elements of export subsidisation. US primarily uses export credits and to some extent food aid to
support its exports, and is very protective of these programmes. In fact, US is one of the most
aggressive promoters of tighter disciplines on exporting State Trading Enterprises (STEs), disciplines
that would effectively make it impossible for those STEs to function.
2.3.1 End Date for the Elimination of all Forms of Export Subsidies
In the ‘July Framework’, Members agreed there would be a fixed date for the total elimination of all
direct export subsidies. EU is the Member most affected by this commitment and it has been unable
to force its Members states to agree to a more rapid elimination than that already agreed upon in a
process of domestic reform launched in 2004. Not until Hong Kong Ministerial were governments
able to agree a date for their final elimination (2013), with a provision that ‘a substantial part’
(which is not very precise) will be eliminated in the first half of the Doha Round implementation
period (which governments assume will be roughly 2010). Virtually every other WTO Member
advocated an end date of 2010.
2.3.2 Disciplines on Export Credits
Export credits are interest free or low interest loans provided by the government of an exporting
country to an importer in another country to facilitate the sale of goods. The credit effectively
underwrites and subsidises a commercial sale at taxpayer expense, making the firm with an export
credit support more attractive to the buyer than competing firms. Often a government pays the
exporting firm’s costs up-front and then waits to be repaid by the recipient government or firm,
usually at less than commercial interest rates.
In the ‘July Framework’, Members agreed that export credits that are not paid off within 180 days
would be considered subsidies. The commercial terms for the payment of commodity shipments are
180 days or less.20 The Doha AoA will prohibit the use of export subsidies with longer repayment
periods. Export credits that are paid off in less than 180 days are considered less problematic and
Members have agreed to negotiate additional disciplines on these credits without calling for their
elimination. These disciplines will include ensuring interest rates are not subsidised. EU has proposed
that the government agencies that provide export credits should be required to demonstrate that they
recoup their costs and are not financed by taxpayer money. This was accepted in Hong Kong
Ministerial, that export credits programme would be self-financing.
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In principle, US provides more export credits than any other member. It is clearly the target for EU’s
proposals in this area. The EC is using the issue to underline the need for balance, as they see it,
whereby US should have to cut its export support to match the EU agreement to eliminate export
subsidies.
In some cases, export credits are provided to developing countries that face liquidity constraints and
truly require assistance to finance vital food imports. The ‘July Framework’ said that disciplines on
export credits should take these circumstances into account and S&DT should allow export credits
to be provided in these cases. US is strongly in favour of S&DT for export credit recipients, and
argues that it should be made available to all developing countries, not just certain poorest countries.
This US stance stands in marked contrast to an overall reluctance to grant S&DT, particularly in the
area of market access. A broad extension of S&DT for export credit use would undermine the
proposed disciplines and US-based exporting firms would be the clear beneficiaries, calling into
question the motivation for this apparently generous approach. However, EC argues that international
financial institutions should more appropriately provide assistance if liquidity constraints threaten
vital imports. No mention of exceptions for export credit as a form of S&DT is made in the Hong
Kong Declaration.
2.3.3 Disciplines on Food Aid
The issue of food aid rose to the surface with a vengeance in Hong Kong. The primary concern with
food aid for WTO Members is its potential to displace commercial activity: food aid can reduce the
quantity of food purchased by consumers from the market, either from local producers or from other
foreign suppliers. US provides 60 percent of food aid globally, and it is the US that has the most
problematic food aid programmes from the WTO’s perspective (and from a development perspective
as well). Since disciplines on export subsidies were introduced under the Uruguay Round, US has
changed the composition of its food aid. In particular, the use of skim milk powder (SMP) has
increased to 10 percent of all food aid resources from US although it is of limited nutritional value
and does not meet a priority need in emergency situations. The increase in SMP in food aid seems
directly correlated to the decrease in the level of export subsidies allowed to sell dairy surpluses
abroad.
Food aid should strive to meet legitimate humanitarian and development objectives with minimal
displacement of commercial trade (whether of local or imported food) through careful targeting.
Problems with the US food aid include restrictions on a large percentage of its food aid to in-kind
donation of commodities, which reduces flexibility and increases the average cost for each bushel of
food delivered significantly. US also allows a considerable portion of its food aid to be sold in
recipient markets, both in programmes that offer budgetary support to developing country governments
and in monetisation, where food aid is sold by NGOs on local markets in recipient countries to
generate funds for development projects. As a result, food aid from US is slow, expensive and can
compete directly with farmers and rival exporters in the countries receiving the aid. Moreover, US
even sells a portion of its food aid, using export credits to subsidise the sales. Most other food aid
donors around the world have switched to a grant-only, predominantly cash-based food aid, allowing
the food aid agencies to source food locally where possible.
In fact, US has maintained a defensive posture on food aid in the WTO negotiations, enlisting
several recipient countries to fight against disciplines on current practice. On the other hand, EU has
aggressively targeted the US food aid practices as part of its attempt to balance its own export
subsidy commitments. US has rejected the European proposal to turn all food aid into a cash-based
local purchase system. Until the Hong Kong Ministerial, US also ignored other, more modest,
proposals, such as Canada’s suggestion to carve out a kind of safe box for the food aid no one argues
with and then finding ways to discipline the rest etc.
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Developing countries have not taken a firm position on the issue of food aid, but the countries that
receive the most food aid are concerned with disciplines that would reduce their access to aid. This
concern is fueled by US suggestions that disciplines would cause them to provide less food aid, a
threat reinforced by widely publicised US food aid NGO commentary, and by the US agribusinesses
that make a large amount of money from food aid contracts.
Nonetheless, there was something of a breakthrough in Hong Kong Ministerial. Dependent on a
further series of negotiations to be completed by April 2006, WTO Members agreed to establish a
‘safe box’ for bona fide food aid to protect access to food in emergencies, and then to eliminate
commercial displacement (in practice this is impossible, but the goal helps ensure that food aid is
targeted) with disciplines on in-kind food aid, monetisation and re-exports of food aid. US is
overwhelmingly the focus of such disciplines: it is almost alone in monetising food aid and has been
left behind by most donors in its continued insistence on in-kind aid; other donors have adopted
more flexible sourcing policies.
2.3.4 Trade-distorting Practices and Monopoly Export Power of State Trading Enterprises
The concern of some WTO Members about State Trading Enterprises (STEs) is that they are able to
manipulate prices and exert monopoly power in the market. Some Members, including US, are
particularly concerned about a few key STEs – the Canadian Wheat Board (CWB), the Australian
Wheat Board (now privately-held and called the AWB Ltd) and Fonterra (the former New Zealand
dairy marketing board) – and are pushing for disciplines that would effectively eliminate this form
of organised marketing for export. An EC proposal suggests disciplines on the monopoly status and
pricing power of STEs, but some other WTO Members said this went too far. US is also pushing for
disciplines on the monopoly powers of STEs, but because they had kept silent on the issue for some
time in 2005, EC began quietly expressing concern that US had made some kind of deal on the issue
with the main defenders of STEs. The October 10 proposal by US, however, called for, ‘the elimination
of monopoly export rights, termination of special financial privileges and greater transparency’, for
STEs.
Developing countries, some of which utilise STEs extensively, are concerned that disciplines intended
for one or two particular STEs could end up undermining their ability to use STEs. The WTO
Members that are offensively pushing for disciplines insist that developing countries be excluded
from any new disciplines. Suggestions have been made that disciplines should only apply to countries
that produce more than a certain percentage of world production of a commodity, and therefore
developing countries would not be affected unless they are highly competitive in the sector. Also,
there have been assurances from some of the offensive Members on this issue that disciplines would
only be targeted at the export functions of STEs and not import functions that only affect internal
prices. The Hong Kong Ministerial text confirms this focus.
2.3.5 Special and Differential Treatment
In export competition, S&DT will most likely entail increased access to export credits for developing
countries and a longer phase-out period for export subsidies. Also, there may be weaker disciplines
on STEs in developing countries or even no disciplines at all.
2.3.6 Monitoring
Monitoring in the export competition pillar has not been discussed recently, with the exception of
the food aid debate, where there is an active debate concerning which body should monitor food aid
and to what extent the WTO should be involved. US proposes using the almost defunct Food and
Agriculture Organisation (FAO) Committee on Surplus Disposal (the CSSD), a proposal that has
not met with much support either in the WTO negotiations or from the wider food aid community.
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2.3.7 Renewing the Peace Clause
The October 10 proposal contained an extraordinary request from US: to renew the Peace Clause,
one of the most controversial elements of the Uruguay Round, which lapsed in December 2003. The
restoration of so-called protection from litigation in a Doha AoA would renew the tension between
the new agreement and other WTO agreements, particularly the Agreement on Subsidies and
Countervailing Measures (SCM). Effectively, a Peace Clause would grant agricultural subsidies a
privileged place at the WTO even if the subsidies are found to nullify and impair another Member’s
expected benefits from signing a round of agreements.
The inclusion of this provision (in the proposal) comes at the request of the US Senate and House
agriculture chairs, who are frustrated at losing several WTO dispute resolution cases, in particular
the Brazilian cotton case. They would like assurances that future Farm Bill programmes will not be
challenged through the WTO dispute resolution process. Given that the Brazilian challenge was not
impeded by the existence of the Peace Clause, it is unclear how much assurance Congress can
expect.
The response to date from developing country Members has been hostile. Such an exemption from
WTO disciplines dramatically undermines US credibility as a country that seeks fair rules for
agriculture that treat all countries alike. Countries using billions of dollars to support agriculture,
like US, are not the countries that need an additional advantage by exempting their subsidies from
all challenges.
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Glossary
Swiss Formula: A harmonising formula that results in a narrow range of final tariffs. The mathematical
formulation is designed so that the coefficient also determines the maximum tariff. For example, if the
coefficient is 25, then a very high starting tariff will end up with a final tariff of exactly 25 percent and
lower starting tariffs will end up proportionately lower, close to 25 percent as well. Therefore, the
coefficient is particularly important in the Swiss formula since it is indicative of where starting tariffs
will end up.
Uruguay Round Formula: The formula used in the Uruguay Round for agricultural tariff reductions.
Tariffs are cut by a percentage average over a number of years. Developed countries agreed to cut tariffs
by an average of 36 percent over six years with a minimum of 15 percent on each product. The combination
of average and minimum reductions allows countries the flexibility to vary their actual tariff reductions
on individual products so that some cuts will be greater than others.
Cairns Group: The Cairns Group of 18 agricultural exporting countries, formed in 1986, has effectively
put agriculture on the multilateral trade agenda and kept it there. The Cairns Group is an excellent
example of successful coalition building in the trade area.
G-20: The G-20 is an informal forum which promotes an open and constructive dialogue between
finance ministers and central bank governors from systematically significant industrial and emerging
market economies. Representing around two-thirds of the world’s population and 90 percent of world
gross domestic product, the G-20 is uniquely placed to tackle issues of significance for the international
economy and monetary system. In 2006, the G-20 is being hosted by Australia.
Tariff Quotas: A combination of an import tariff and an import quota in which imports below a specified
quantity enter at a low (or zero) tariff and imports above that quantity enter at a higher tariff.
Ad valorem: A tax, duty, or fee which varies based on the value of the products, services, or property on
which it is levied.
Framework Agreement: A framework agreement is a general term for agreements with suppliers which set
out terms and conditions under which specific purchases (call-offs) can be made throughout the term of the
agreement. The framework agreement may, itself, be a contract to which the EC procurement rules apply.
Green Room Meeting: The Green room is a traditional Victorian Boardroom, with the capacity to seat
eight people boardroom style. It can be hired out for meetings, private functions, and can also be used
for guests.
De-minimis: De minimis is a Latin expression meaning about minimal things, which is mostly used as
part of de minimis non curat praetor or de minimis non curat lex, in the sense that law is not interested in
trivial matters. De minimis, in a more formal legal sense, means something which is unworthy of the
law’s attention.
July Package: After the deadlock, WTO members in Geneva tried to restart the talks. An agreement
was reached to have a package of framework agreements by the end of July, 2004. The first draft of the
“July package” was circulated on 16 July. Negotiations started in the fortnight beginning 19 July.
Green Box: The green box is defined in Annex 2 of the Agriculture Agreement. In order to qualify,
green box subsidies must not distort trade, or at most cause minimal distortion (paragraph 1). They have
to be government-funded (not by charging consumers higher prices) and must not involve price support.
Blue Box: This is the “amber box with conditions” – conditions designed to reduce distortion. Any
support that would normally be in the amber box, is placed in the blue box if the support also requires
farmers to limit production (details set out in Paragraph 5 of Article 6 of the Agriculture Agreement).
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