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Short summary

The last US notifications on agricultural domestic supports for 2002 to 2005 do not justify the
claim made by the USTR Chief Agricultural Negotiator Joe Glauber in his press conference
of 4 October 2007 that "in these four years…the domestic support level remained below our
Uruguay Round commitment, that is the $19.1 billion ceiling".

Following the WTO Appellate Body ruling of 3 March 2005, in the cotton case, that most non
product-specific (NPS) "aggregate measurement of support" (AMS) components are in fact
product-specific (PS) subsidies, this report analyses the two ways to show that the US has
largely exceeded its allowed total AMS: either that it has exceeded its allowed NPS AMS –
which has consequently been transferred to the applied total AMS – or that the PS AMSs have
hugely exceeded the notified ones.

The first way shows that the average NPS AMS has reached $15.5 billion on average from
2002 to 2005 against a notified average of $4.9 billion, which has thus be notified as NPS de
minimis. Therefore the whole NPS AMS has to be added to the notified average total AMS of
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$10.3 billion, so that the actual average total AMS of $25.7 billion has exceeded the allowed
total AMS of $19.1 billion by $6.6 billion or 34.7%.

However the second path is more fruitful because the US did not notify any PS AMS for most
feed grains and for all meats. This oversight shows a deliberate violation of the WTO rules,
including of its Appellate Body rulings. Indeed the actual PS AMSs have reached on average
$23.7 billion from 2002 to 2005, 2.3 times more than the notified average of $10.3 billion.
How then could the US cut its allowed total AMS by 60%, i.e. from $19.1 billion to $7.6
billion, as it would imply cutting the applied total AMS of 2002-05 by 68%?

Finally, we show that the US actual overall trade-distorting domestic support (OTDS) has
exceeded on average the US claim by 65% – $26.3 billion against $15.9 billion – and its
capability to cut its allowed OTDS by 53% is largely undermined by the WTO rule on the
calculus of the allowed PS de minimis. Indeed the US and EU pretend that it is equal to 5% of
the whole agricultural production value, as for the NPS de minimis, when it is only 5% of the
production value of products without PS AMSs.

The fact is that the imputation of large PS AMSs to feed grains and all meats has risen the
average value of products with PS AMSs to $152.4 billion, implying a production value of
products without PS AMSs of $68.3 billion, hence an allowed PS de minimis support of $3.4
billion instead of the US claimed $9.5 billion for the 1999-01 base period or $9.7 billion for
the 1995-00 base period.

Therefore the allowed OTDS falls to $19.6 billion for the 1999-01 base period or $19.7
billion for the 1995-00 base period, instead of the US claims of respectively $22.4 billion or
$22.7 billion. Given the average applied OTDS of $26.4 billion for the 2002-05 period, the
US should explain how it could still claim it is prepared to cut it to $16.4 billion at the end of
the implementation period, at least if it can get in return sufficient market openings for its
agricultural and non agricultural exports.

What is the most disturbing however is that the other Members do not challenge the US
notifications. That the EU does not question them is too obvious as its own notifications could
be challenged even more easily than the US ones. But that the developing countries Members
do not question them openly in the negotiations is the most worrying, even if Brazil is
questioning them in the case it has recently introduced at the Dispute Settlement Body.

*
*    *
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The last US notifications on agricultural domestic supports for 2002 to 2005 do not justify the
claim made by the USTR Chief Agricultural Negotiator Joe Glauber in his press conference
of 4 October 2007 that "in 2002 our amber box reported (AMS) was $9.6 billion, for 2003 just
under $7 billion, for 2004, $11.6 billion, and 2005, $12.9 billion" and that "in these four years
that the domestic support level remained below our Uruguay Round commitment, that is the
$19.1 billion ceiling".

The first reason is that the notified non product-specific (NPS) "aggregate measurement of
support" (AMS) has largely exceeded its allowed cap of 5% of the value of the whole
agricultural production (VOP) in each year.

But the product-specific (PS) AMS has also been largely under-notified, mainly because the
bulk of feed subsidies have been ignored, with two additional consequences on the US overall
trade-distorting domestic support (OTDS). First the Negotiator's claim that the "For the OTDS
levels for 2002 to 2005, we get for '02 $16.3 billion. For '03, $10.2 billion, '04 $18.1 billion, and '05
$18.9 billion" is poles apart from the truth. Second, the feed subsidies have largely reduced the
allowed PS de minimis, hence the possibility to meet the US offer to cut its OTDS by 53%
from the base period to the end of the Doha Round implementation period.

We will see also – following the WTO Appellate Body ruling of 3 March 2005, in the cotton
case, that most NPS AMS components are in fact product-specific subsidies – that there are
two ways to show that the US has largely exceeded its allowed total AMS: either that it has
exceeded its allowed NPS AMS – which has consequently been transferred to the applied
total AMS – or that the PS AMSs have hugely exceeded the allowed total AMS.

*
*    *

Part I – The US non-product specific AMS has exceeded its de minimis cap in 2002-2005

Let us recapitulate the US notified NPS AMS in table 1.

Table 1 – US notified non product-specific AMS from 2002 to 2005
$ million 2002 2003 2004 2005

Counter cyclical payments (CCPs) 1,804 544 4,288 4,749
Crop insurance subsidies 2,889 1,862 1,123 756
Agricultural loans subsidies 49 41 49 49
Irrigation subsidies 300 300 269 269
Grazing on public lands 47 42 65 39
Tree assistance program - 2 - -
Water loss assistance program 10 - - -
Storage loss program 1 3 2 -
Total applied NPS AMS or applied NPSdm 5,101 2,801 5,778 5,862
Source: US notifications to the WTO (G/AG/N/USA/60) of 8 October 2007.

We will show that these notifications have omitted several subsidies – production flexibility
contract payments, direct payments, agricultural fuel subsidies – and under-notified others: on
crop insurance, agricultural loans, irrigation and grazing on public lands.
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I – The production flexibility contracts (PFCs) and fixed direct payments

The US Agricultural Negotiator Joe Glauber was wrong about the green box status of the
fixed direct payments when he stated in his press conference of 4 October 2007 in Geneva:
"We notified direct payments as green box. And our feeling is, is this is not at odds with the
Cotton Decision at all. The Cotton Decision, the panel themselves did not rule on direct
payments insofar as our AMS notifications are concerned. This was in a subsidy that did
termination, and particularly under the so-called Peace Clause. Moreover, the Cotton Panel
when looking at the trade-distorting aspects of direct payments concluded that they were not.
That is, they concluded that they did not contribute to price suppression in world markets.
And I think that's something that's often misunderstood because again when the panel was
considering direct payments insofar as how they affect production and affect world prices
they concluded, sided with the U.S. position on this, that they have no effect on production."1

Let us react in turn on the several points made in this US Negotiator's statement.

1) "We notified direct payments as green box. And our feeling is, is this is not at odds with
the Cotton Decision at all."

a) The Appellate Body (AB) ruled the 10 February 2005 in the cotton case as follows:
"Upholds the Panel's finding, in paragraphs 7.388, 7.413, 7.414, and 8.1(b) of the Panel
Report, that production flexibility contract payments and direct payments are not green box
measures that fully conform to paragraph 6(b) of Annex 2 of the Agreement on Agriculture,
and, therefore, are not exempt from actions under Article XVI of GATT 1994 and Part III of
the  SCM Agreement  by virtue of Article 13(a)(ii) of the  Agreement on Agriculture"2.

Furthermore the AB ruled that direct payments were specific subsidies when it "Upholds the
Panel's finding, in paragraphs 7.518 and 7.520 of the Panel Report, that Step 2 payments to
domestic users, marketing loan program payments, production flexibility contract payments,
market loss assistance payments, direct payments, counter-cyclical payments, crop insurance
payments, and cottonseed payments (the "challenged domestic support measures") granted
"support to a specific commodity", namely, upland cotton".

This ruling that "production flexibility contract payments, market loss assistance payments,
direct payments, counter-cyclical payments, crop insurance payments" are specific subsidies
implies that we should consider the NPS AMS as almost empty and the PS AMSs as much
larger than those notified. The more so as most of the other significant components of the
NPS AMS – subsidies on agricultural loans, irrigation, grazing on public lands, agricultural
fuel – can also be allocated to specific products as the OECD is doing in its annual report on
"Agricultural policy in OECD countries: monitoring and evaluation" for the data received
from USDA.

Moreover the transfer of the NPS AMS to the PS AMSs would have huge implications on the
issue of their capping.

Yet granting "support to a specific commodity" contradicts the criterion b of the Agreement
on Agriculture (AoA) Annex II, paragraph 6 for a "decoupled income support" to be in the
green box: "The amount of such payments in any given year shall not be related to, or based

1 http://www.usda.gov/2007/10/0281.xml
2 United States – Subsidies on upland cotton, AB-2004-5, WT/DS267/AB/R, 3 March 2005.

http://www.usda.gov/2007/10/0281.xml
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on, the type or volume of production (including livestock units) undertaken by the producer in
any year after the base period."

b) The stance taken by the USTR's Chief agricultural Negotiator that fixed direct payments
are in the green box is all the more surprising and counterproductive that it contradicts the
conclusions of many official US bodies:

i) According to the CRS report of 25 October 2006: "A key element of the [cotton] panel’s
determination regarding the Peace Clause was that U.S. Production Flexibility Contract
(PFC) payments made under the 1996 farm bill and Direct Payments (DP) made under the
2002 farm bill failed to fully meet the Green Box conditions for decoupled income support.
Disqualification arises because of planting restrictions on fruits, vegetables, and wild rice…
Although the panel did not declare that PFC and DP payments should be notified as amber
box payments, the panel implied as much. This particular finding… establishes a precedent
for interpreting the notification status of U.S. direct payments. As such, the ruling represents
an obvious vulnerability should another country choose to specifically challenge the
notification status of PFC and DP payments. Such a DSU challenge, if successful, would have
important implications for the United States’ ability to meet its domestic support
commitments. What would happen if PFC and DP payments are included as amber box rather
than green box? Two economic analyses conclude that the United States would have violated
its AMS limit of $19.1 billion during the years 1998, 1999, 2000, 2001, and 2006. New
legislation would be necessary to make these direct payments green box compliant"3.

When the CRS says that "Although the panel did not declare that PFC and DP payments
should be notified as amber box payments, the panel implied as much", this is quite obvious
as they have to be somewhere: if they are not in the green box nor in the blue box – because
the US did not notify any blue box payments since 1996 and because they do not meet the
blue box conditions – they can only be in the amber box!

ii) The USDA's 2007 Farm Bill proposals made the 31 January 2007, which underline the
necessity to consolidate the "green" status of direct payments by getting rid of the interdiction
to grow fruits, vegetables and wild rice: "To ensure that direct payments will be considered to
be non-trade distorting green box assistance, the Administration proposes that the provision
of the 2002 farm bill that limits planting flexibility on base acres to exclude fruits, vegetables,
and wild rice, should be eliminated... For the purposes of World Trade Organization
obligations, updating bases and yields for direct payments would connect them more closely
to current production and could jeopardize their “green box” status, causing these payments
to be categorized as trade distorting “amber box” assistance… To avoid jeopardizing the
status of direct payments as non-trade distorting “green box” support, direct payment base
acres and yields should not be updated."4

iii) Even if the House of Representatives' version of the Farm Bill adopted the 27 July 2007
and the Senate Committee on Agriculture's version adopted the 25 October 2007 did not
follow the USDA's advice and have maintained the planting restriction on fruits and
vegetables to get the fixed direct payments.

3 Randy Schnepf and Jasper Womach, Potential Challenges to U.S. Farm Subsidies in the WTO, CRS Report for Congress, Updated April
26, 2007, p. 22, http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf
4 http://www.usda.gov/wps/portal/!ut/p/_s.7_0_A/7_0_1UH?contentidonly=true&contentid=2007/01/0019.xml
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c) Another reason to put in the amber box the PFCs and fixed direct payments is that a large
part of them has been granted to grains used as feed, that is as input subsidies that the AoA
Article 6.2 puts in the amber box for developed countries' farmers. We will come back at
length on this in Part II.

2) "The Cotton Decision, the panel themselves did not rule on direct payments insofar as
our AMS notifications are concerned. This was in a subsidy that did termination, and
particularly under the so-called Peace Clause."

If it is true, as the AB stated, that the direct payments "are not exempt from actions under
Article XVI of GATT 1994 and Part III of the SCM Agreement by virtue of Article 13(a)(ii) of
the  Agreement on Agriculture", that is by virtue of the Peace Clause which ended the 31
December 2003, the fact remains that direct payments are still there and are all the more "not
exempt from actions" that the Peace Clause is over.

3) "Moreover, the Cotton Panel when looking at the trade-distorting aspects of direct
payments concluded that they were not. That is, they concluded that they did not contribute
to price suppression in world markets. And I think that's something that's often
misunderstood because again when the panel was considering direct payments insofar as
how they affect production and affect world prices they concluded, sided with the U.S.
position on this, that they have no effect on production."

a) This is not true. The Panel was much more qualified when it stated: "We agree with the
view of the USDA Economic Research Service that because DP payments do not expressly
depend upon current production of upland cotton and are not directly tied to market prices,
their price suppression effects are not as easily discernible as those of certain other subsidy
programmes (the marketing loan programme and the user marketing (Step 2) programme and
CCP payments). DP payments are tied to base acreage. They enhance producer wealth and
investment potential, including lowering of risk aversion. We have confirmed a strong positive
relationship between upland cotton (base acre) producers receiving annual payments and
upland cotton production" (paragraph 7.1305).

b) Indeed it is because Brazil had already brought enough evidence of the price suppression
effect of the US amber subsidies that it did not find necessary to add more evidence on the
price suppression effect of the direct payments, as attested by the panel report: "These price-
contingent subsidies were, in our view, sufficient to cause the significant price suppression
that we have found to exist in the same world market" (paragraph 7.1349).

c) The AB report underlines also that "During the oral hearing, the United States accepted
that farmers decide what to plant based on expected market prices as well as expected
subsidies" (paragraph 440). Precisely the only subsidies that the US farmers are expecting for
sure – because they know already their amount – are the fixed direct payments, whereas the
marketing loans benefits and countercyclical payments depend on the market prices vagaries.

d) Furthermore the panel report stated that it is appropriate to consider all types of subsidies
as a whole when appraising their impact on prices: "We do not see the Article 6.3(c) reference
to "the effect of the subsidy" (in the singular, rather than the plural) as meaning that a serious
prejudice analysis of price suppression must clinically isolate each individual subsidy and its
effects. Rather, these textual references to "any subsidy", "the subsidy" and the "subsidized
product" in Articles 5(c) and 6.3(c) suggest that while due attention must be paid to each

http://www.usda.gov/wps/portal/!ut/p/_s.7_0_A/
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subsidy at issue as it relates to the subsidized product, a serious prejudice analysis may be
integrated to the extent appropriate in light of the facts and circumstances of a given case. In
our view, these textual references to "any subsidy" and "the effect of the subsidy" permit an
integrated examination of effects of any subsidies with a sufficient nexus with the subsidized
product and to the particular effects-related variable under examination.  Thus, in our price
suppression analysis under Article 6.3(c), we examine one effects-related variable – prices –
and one subsidized product – upland cotton.  To the extent a sufficient nexus with these exists
among the subsidies at issue so that their effects manifest themselves collectively, we believe
that we may legitimately treat them as a "subsidy" and group them and their effects together.
We derive contextual support for this view from Article 6.1 and Annex IV, which referred to
the concept of total ad valorem subsidization and envisaged that, "[i]n determining the
overall rate of subsidization in a given year, subsidies given under different programmes and
by different authorities in the territory of a Member shall be aggregated" (paragraph 7.1192).

II – The crop insurance subsidies

According to the justification presented in their notification for each year, "Producers may
choose one of the various types of crop yield or revenue insurance plans made available each
year. The contracted-for insurance premiums are subsidized. The value of the subsidy is
reflected in the net value of the indemnities paid to producers for losses less the amount of the
producer-paid premium. Indemnities are paid whenever actual yield or revenue falls below
the guarantee level".

However this way of notifying is a huge lie as attested by tens of specialists and official US
bodies, notably the Government Accountability Office (GAO), the Congressional Research
Service (CRS), the USDA and the USTR Chief agriculture Negotiator Joe Glauber himself.

Table 2 – Actual crop insurance subsidies according to several official sources: 2002-05
$ billion 2002 2003 2004 2005

GAO's report of 7 June 20075 3.466 3.589 3.126 2.699
CRS' report of April 20076 3.0 3.3 3.3 2.9*

USDA's report of May 20067 for 2002-04 and USDA 2007 Budget for 2005
8 3.529 3.098 3.162 3.014**

* CRS' estimate; ** for 2005 we prefer to retain the USDA Budget Summary for 2007.

Indeed, apart from the gap between the net indemnities paid to producers and their premiums,
the cost to tax-payers include the payments to private insurance companies (reimbursements
to deliver the polices and payments of underwriting gains) and the administrative expenses of
the Risk Management Agency (RMA). For example RMA's net actual expenses on crop
insurances for 2005 were of $3.014 billion of which:
- Gross indemnities less producer premium and CAT administration fees: $1.182 billion
- Delivery and other administrative expenses paid to private companies: $914 million
- Underwriting gains paid to private companies: $848 million
- RMA's administrative and operating expenses: $70 million

So that, having notified $756 million only for 2005, the US has lied already on the single
expenses it dares to take into account: the gross indemnities less producers' premium!

5 Government Accountability Office (GAO)'s report of 7 June 2007 (http://www.gao.gov/new.items/d07944t.pdf).
6 Randy Schnepf and Jasper Womach, Potential Challenges to U.S. Farm Subsidies in the WTO, CRS Report for Congress, Updated April
26, 2007, p. 22, http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf
7 USDA, Risk Management, 2007 Farm Bill Theme Papers, May 2006, p. 14.
8 USDA, FY 2007 Budget summary and annual performance plan, page 34 (http://www.usda.gov/agency/obpa/Budget-
Summary/2007/FY07budsum.pdf)

http://www.gao.gov/new.items/
http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf
http://www.usda.gov/agency/obpa/Budget-
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However, using the GAO figures of crop insurance subsidies underestimates the actual cost,
notably for 2005, according to one of the best specialist on the issue, Bruce A. Babcock of
Iowa State University, who estimates that, for program crops only (barley, corn, cotton, grain
sorghum, oats, peanuts, rice, soybeans and wheat), they have been of $3.303 billion in 2005,
$3.782 billion in 2006 and should be of $5.448 billion in 20079. Indeed, using the RMA
annual reports, table 3 shows that program crops have accounted for 3/4 (74.8%) of all
premium subsidies on average from 2002 to 200510. Assuming that the percentage of program
crop to total crop insurance subsidies is the same for premium subsidies (79.05%) as for total
crop insurance subsidies, this would imply total crop insurances subsidies of $4.178 billion in
2005. For conservative reasons we will stick however to the $3.014 billion of USDA Budget.

The funny side of the story is that the new USTR Chief Agriculture Negotiator, Joe Glauber,
who was a specialist of crop insurances in his former position of USDA's Deputy Chief
economist, confirmed the GAO and Babcock figures when he stated in 2006: "Subsidies for
crop insurance have averaged more than $3 billion a year since 2002, and annual disaster
payments have averaged more than $2 billion. Moreover, much of the disaster assistance
goes to producers who also are receiving crop insurance indemnity payments. The result, as
the title of this paper suggests, is “double indemnity.”"11, which can be seen in the following
graph.

Figure 2: Crop insurance and disaster costs, FY 1981-2006

      1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Source: Federal Crop Insurance Corporation, Commodity Credit Corporation

The subsidies to crop insurance are often forgotten by the media because they are not
included in the two main USDA's sources on agricultural subsidies: that from the Economic
Research Service (ERS) on Farm Income ("Direct government payments by program: United
States, 1996-2006", http://www.ers.usda.gov/data/FarmIncome/finfidmuxls.htm#payments)
and that from the Farm Service Agency (FSA) for the payments made through the
Commodity Credit Corporation ("Table 35—CCC Net Outlays by Commodity and Function"
(http://www.fsa.usda.gov/FSA/webapp?area=about&subject=landing&topic=bap-bu-ce), but
the crop insurances subsidies are published by the Risk Management Agency (RMA).

9 Bruce A. Babcock, How to Save Billions in Farm Spending, Iowa Ag Review, Fall 2007, Vol. 13 No. 4,
 http://www.card.iastate.edu/iowa_ag_review/fall_07/article2.aspx
10 USDA, RMA, Summary of Business Reports and Data (http://www.rma.usda.gov/data/sob.html).
11 Joseph W. Glauber, Double Indemnity: Crop Insurance and the Failure of U.S. Agricultural Disaster Policy, in Bruce L. Gardner and
Daniel A. Sumner, The 2007 Farm Bill and Beyond, 2007 (http://aic.ucdavis.edu/research/farmbill07/aeibriefs/20070516_Summary.pdf).

http://www.ers.usda.gov/data/FarmIncome/finfidmuxls.htm#payments
http://www.fsa.usda.gov/FSA/webapp
http://www.card.iastate.edu/iowa_ag_review/fall_07/article2.aspx
http://www.rma.usda.gov/data/sob.html
http://aic.ucdavis.edu/research/farmbill07/aeibriefs/20070516_Summary.pdf
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Yet their amount has been increasing at a huge pace and they are now equal to direct
payments, as attested by Bruce A. Babcock: "Program crops account for more than 80
percent of the costs of the crop insurance program, and this share has increased significantly
over the last three years. More than $5 billion is now being spent on providing crop
insurance to program crop producers, an amount that is about equal to the annual direct
payments that the same producers receive"10.

In fact "corn and soybeans together represent about 60 percent of the entire crop insurance
program" as may be seen in the following graph:

The interesting thing is that RMA gives all the detailed figures of premium subsidies by crop,
as shown in the following table 3, which underlines clearly that crop insurance subsidies are
specific subsidies and confirms the reason why the WTO Appellate Body quoted above has
ruled so.

Indeed the product-specific status of the crop insurance subsidies is even more unquestionable
than that of the fixed direct payments since each insurance policy is crop-specific, area-
specific, farmer-specific and even most often field specific.

Table 3 – Premium subsidies on crop insurances for the main crops from 2002 to 2005
$ million 2002 2003 2004 2005

Barley 15.270 23.709 19.462 17.445
Canola 8.929 9.409 10.208 10.516
Corn 510.638 620.544 410.986 716.185
Upland cotton 194.096 214.638 254.121 207.963
Oats 3.912 4.127 3.551 4.248
Peanuts 18.049 17.281 19.151 24.874
Rice 12.516 11.541 14.152 13.943
Grain sorghum 49.607 52.602 54.957 40.350
Sunflower 15.779 18.551 19.236 22.393
Soybean 283.705 352.042 535.403 490.904
Wheat 247.038 311.210 325.356 336.759
Sub-total premium subsidies for program crops 1,334.831 1,607.694 1,637.139 1,852.671
Total premium subsidies for all crops 1,741.028 2,041.658 2,477.380 2,343.606
% of program crops on all crops 76.67% 78.74% 66.08% 79.05%
Total subsidies to crop insurances (GAO) 3,466 3,589 3,126 3,014
Ratio of total subsidies to total premium subsidies 1.99 1.76 1.26 1.29
Source: USDA, RMA, Summary of Business Reports and Data (http://www.rma.usda.gov/data/sob.html).

http://www.rma.usda.gov/data/sob.html
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Starting from table 3, table 4 applies the ratio of total subsidies to premium subsidies to each
main feed grain (barley, canola, corn, upland cotton, grain sorghum, oats, soybean, sunflower
and wheat) to get the total crop insurance subsidies to feed grains.

Table 4 – Crop insurance subsidies to feed crops and cotton from 2002 to 2005
$ million 2002 2003 2004 2005

Barley 30 42 24 23
Canola 18 17 13 14
Corn 1,016 1,092 518 924
Upland cotton 386 378 320 268
Grain sorghum 99 93 69 52
Oats 8 7 4 5
Peanuts 36 30 24 32
Rice 25 20 18 18
Soybean 565 620 675 633
Sunflower 32 33 24 29
Wheat 492 548 410 434
Total 2,596 2,780 2,020 2,339
Source: USDA, RMA, Summary of Business Reports and Data (http:/ /www.rma.usda.gov/data/sob.html); and table 3.

III – Subsidies on agricultural loans

1) The US notifies only the subsidies to State credit programs, to the tune of $49 billion
per year ($41 million in 2003) with the following explanation: "Various credit related
programs for agriculture are funded by State governments to: supplement Federal programs,
promote the "family farm," assist during economic downturns, and promote new enterprises
and technological innovations.  The data are latest available from results of a discontinued
mail survey by the U.S. Department of Agriculture, Economic Research Service, reported by
G. B. Wallace and others in "State Credit Subsidy Programs for Agriculture," Agricultural
Income and Finance Situation and Outlook Report, pp. 10-14 (December 1990)." We can
wonder why the notification covers only the subsidies to agricultural loans at the States level
and not the much higher subsidies to agricultural loans granted at the federal level.

2) However the US has also notified in the green box – $120 million in 2002, $109 million
in 2003, $89 million in 2004 and $75 million in 2005 – under the heading "Farm credit
programs" within the section "Structural adjustment through investment aids" with the
following explanation: "Program includes (i) short-term and long-term loans made at
preferential interest rates and (ii) guarantees of private loans.  Eligibility (clearly defined in
regulations) determined by status as owner-operator of a family-sized farm in situations of
structural disadvantage (cannot obtain credit elsewhere)."

3) But USDA has always declared to OCDE much higher amounts, even if they have not
changed from 1997 ($610 million), under two headings: $377 million as "payments based on
use of fixed inputs", i.e. for investments, and $233 million as "payments based on use of
variable inputs", i.e. for operating loans.

According to the OECD explanatory note on the US subsidies data, "Federal and State
interest concessions on farm operating loans under the Agricultural Credit Insurance Fund
Program, estimated as the difference between the market interest rate and the rate actually
charged to farmers, multiplied by the total volume of loans outstanding, including: two-thirds
of federal short term production loans, one-half of loan guarantees and three-fourth of state

www.rma.usda.gov/data/sob.html
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credit programmes (the rest is included under E.3. Based on use of fixed inputs). Calculated
on a budget year basis"12.

Now, pursuant to AoA Article 6.2, input subsidies are non exempt subsidies for developed
countries: "investment subsidies which are generally available to agriculture in developing
country Members and agricultural input subsidies generally available to low-income or
resource poor producers in developing country Members shall be exempt from domestic
support reduction commitments that would otherwise be applicable to such measures". This is
confirmed in Annex 3 paragraph 13 ("Other non-exempt measures, including input subsidies
and other measures such as marketing-cost reduction measures") and in Annex 4 paragraph 4
("Measures directed at agricultural processors shall be included to the extent that such
measures benefit the producers of the basic agricultural products").

4) Clearly the U.S. is not a developing country even if a significant part of subsidies on
farm loans goes to US "low-income or resource poor producers"!

Indeed, despite the official reports claiming that most subsidized farm loans go to the small
and deprived family farmers, this claim is challenged by Karen Krub of the Farmers' Legal
Action Group: "Smaller farmers continually report being told that they can only get financing
if they expand their operations. Farmers wanting relatively small loans can’t get them. The
Agency and guaranteed lenders seem convinced that only big operations are desirable
borrowers, whatever an applicant’s actual financial situation. This is particularly a concern
when the bigger loans quickly consume available funding. Paired with this are continuing
concerns that the guaranteed loan funds are being used by lenders to move their existing
borrower base to “safer” loans, while not providing any new credit availability in the
marketplace. In particular, there are concerns that the “family farm” eligibility requirement
is not enforced for guaranteed loans, so that the funds are used up by large-sum borrowers
whose eligibility is questionable at best. FSA seems to be making little effort to promote the
guaranteed loan program and Interest Assistance Program among lenders in underserved
areas, particularly lenders with high numbers of borrowers who would be considered
“socially disadvantaged applicants,” and helping those lenders to understand and participate
in the programs"13.

The fact is that, if the subsidized direct loans delivered by the Farm Service Agency (FSA) are
more focused on the beginning or socially disadvantaged farmers, this is much less the case
for the subsidized guaranteed loans, their amount of subsidies having been larger than on the
direct loans. Thus in 2002 the direct loan subsidy was of $71 million against $112 million for
the guaranteed loan subsidy14, showing by the way that even the $120 million notified in the
green box were already short of the actual $183 million for the USDA budget. As explained
by the Analytical perspectives for Fiscal Year 2003, "As a condition of eligibility for direct
loans, borrowers must have been denied private credit at reasonable rates and terms, or they
must be beginning or socially disadvantaged farmers. Loans are provided at Treasury rates
or 5 percent. As FSA is the ‘‘lender of last resort,’’ high defaults and delinquencies are
inherent in the direct loan program; over $15 billion in direct farm loans have been written
off since 1990. FSA guaranteed farm loans are made to more creditworthy borrowers who
have access to private credit markets. Because the private loan originators must retain 10

12 OECD, http://www.oecd.org/dataoecd/11/24/37003207.htm
13 Farmers' legal action group, Inc, FLAG Testimony, Senate Committee Hearing on USDA Farmer Loan Programs, June 13, 2006
(http://www.flaginc.org/topics/news/Testimony20060613.pdf)
14 USDA, The budget for fiscal year 2004, p. 94.

http://www.oecd.org/dataoecd/11/24/37003207.htm
http://www.flaginc.org/topics/news/Testimony20060613.pdf
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percent of the risk, they exercise care in examining borrower repayment ability. As a result,
guaranteed farm loans have not experienced losses as high as those on direct loans"15.

This quotation may partly explain the gap between the subsidies to federal loans notified to
the WTO in the green box and those notified to OECD: the first may not include the write-
offs for defaults on the principal but only the cost of the interests gap16 but we do not know
the content of the second. This could be explained by the fact that the defaults may not be
imputed to the USDA Budget but to the US general Budget.

There is even much to say about the loans made to the beginning farmers, as underlined by a
new GAO report: "USDA generally defines a beginning farmer or rancher as one who has
operated a farm or ranch for 10 years or less—without regard for age—and who materially
and substantially participates in its operation... Another [analysis] indicates that roughly
one-third of beginning farms in 2005 had no agricultural output and were likely operated by
individuals interested in a rural residential lifestyle"17.

5) Subsidies on agricultural loans can be considered product-specific

Indeed the agricultural loan subsidies declared by USDA to OECD have allowed it to
distribute them between the main grains and animal products, underlining their product-
specific status, as shown in table 5. Apparently OECD distributes the agricultural loans
subsidies according to the relative production value of products. Given the lack of OECD data
for 2005 we have used the same as for 2004.

Table 5 – Agricultural loan subsidies for main feed grains and animal products
Million 2002 2003 2004 2005

Barley 2 2 2 2
Corn grain 66 71 62 62
Rice 3 5 5 5
Sorghum 3 3 2 2
Soybean 48 50 44 44
Wheat 18 23 20 20
Beef (cattle) 86 92 86 86
Sheep 1 1 1 1
Pigs 27 28 37 37
Poultry+eggs 65 67 78 78
Milk 65 61 74 74
Sub-total 381 398 406 406
Total US 610 610 610 610
% sub-total 62.46% 65.25% 66.56% 66.56%
Source: OECD, Producer and Consumer Support Estimates, OECD Database 1986-2005,

http://www.oecd.org/document/55/0,2340,fr_2649_33775_36956855_1_1_1_1,00.html

On the other hand we can extend the OCDE estimates to the other feed grains, using the
relative weight of their crop value to the value of all agricultural production (VOP), as follows
in table 6.

15 Office of management and budget, Analytical perspectives, Budget of the United States Government. Fiscal year 2003. The White House.
http://www.whitehouse.gov/omb/budget/fy2003.
16 Jacques Berthelot, The king is naked: the impossible U.S. promise to slash its agricultural supports, Solidarité, 7 November 2005.
17 GAO, Additional Steps Needed to Demonstrate the Effectiveness of USDA Beginning Farmer Programs, September 2007
(http://www.gao.gov/new.items/d071130.pdf)

http://www.oecd.org/document/55/0
http://www.whitehouse.gov/omb/budget/fy2003
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Table 6 – Estimates of the agricultural loan subsidies to products not treated by OECDD
Million 2002 2003 2004 2005

Whole agri. production value (VOP) 194,572 216,478 235,688 236,001
Canola seed production value (% VOP) 162.7 (0.08%) 159.8 (0.07%) 143.9 (0.06%) 152.0 (0.06%)
Value of cotton at farm gate (% VOP) 4,393 (2.26%) 6,296 (2.91%) 5,731 (2.43%) 5,695 (2.41%)
Sunflower seed production value  " 294.6 (0.15%) 316.2 (0.15%) 116.0 (0.05%) 487.7 (0.21%)
Hay production value  " (see table 31) 1,381 (0.71%) 1,347 (0.62%) 1,456 (0.62%) 1,483 (0.63%)

Agricultural loan subsidies for the feed grains not computed by OECD
Canola seed <1 <1 <1 <1
Cotton seed 14 18 15 15
Sunflower seed 1 1 <1 1
Hay 4 4 4 4

IV – Subsidies to grazing fees

1) According to the GAO report of September 2005, the net US expenditures on grazing
amounted to $123 million in 2004: "In fiscal year 2004, federal agencies spent a total of at
least $144 million. The 10 federal agencies spent at least $135.9 million, with the Forest
Service and BLM accounting for the majority. Other federal agencies have grazing-related
activities, such as pest control, and spent at least $8.4 million in fiscal year 2004. The 10
federal agencies' grazing fees generated about $21 million is fiscal year 2004 – less than one-
sixth of the expenditures to manage grazing"18.

2) This is surely a minimal spending for each year: according to a Center for Biological
Diversity's study reacting to this GAO's report: "The current grazing fee is calculated using a
formula established in the Public Rangelands Improvement Act of 1978 (PRIA)… The PRIA
formula was set to expire in 1986, but President Reagan extended its use indefinitely… The
2005 report noted that the BLM and Forest Service grazing fee decreased by 40 percent
between 1980 and 2004, while fees charged by private ranchers increased 78 percent over the
same period"19. The same Center adds: "Independent economists have estimated that the costs
may be closer to $500 million annually. In either case, the BLM and Forest Service grazing
fees are far cheaper than fees charged on comparable private rangeland, on state trust lands
throughout the West, and even on other federal lands such as those managed by the National
Park Service and the U.S. Fish and Wildlife Service"20.

Karyn Moskowitz and Chuck Romaniello quote other estimates: "Hess and Wald (1995)
estimated $500 million per year for the annual net cost of the federal grazing program across
all federal agencies. Another more recent estimate put this figure at $460 million (The
Economist 2002). However, neither of these reports gave detailed justification for these
estimates. Jacobs (1991) did a more detailed examination of agency expenditures and arrived
at an estimate of $200-$250 million for direct and indirect costs of the combined FS and BLM
grazing program using “an educated guess” that 25 percent of the BLM budget and 5-7
percent of the Forest Service budget directly or indirectly supports the range program
(Jacobs 1991 p 389). Jacobs also summarized all the other indirect costs of public lands
grazing borne by other federal, state and local agencies, and gave an estimate of $1 billion
for the full cost of the program to taxpayers (Jacobs 1991 p.401)"21.

18 Government Accountability Office (GAO)'s report of September 2005 (http://www.gao.gov/new.items/d05869.pdf).
19 http://www.biologicaldiversity.org/swcbd/programs/grazing/GrazingFeePetition.pdf
20 http://www.biologicaldiversity.org/swcbd/press/grazing_fee2-6-2006.html
21 Karyn Moskowitz and Chuck Romaniello, Assessing the full cost of the federal grazing program, Center for biological diversity, Tuczon,
Arizona, October 2002.

http://www.gao.gov/new.items/
http://www.gao.gov/new.items/
http://www.biologicaldiversity.org/swcbd/programs/grazing/GrazingFeePetition.pdf
http://www.biologicaldiversity.org/swcbd/press/grazing_fee2-6-2006.html
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For Bruce Sundquist, "The fee ranchers pay to graze livestock on federal land is lower than at
any time since 1975, set at $1.35/ cow/ month, far below the current market average of $11.10
on private land in the 11 westernmost states"22.

Let us underline that subsidies to grazing fees are even more clearly product-specific because
grazing is restricted to cattle, and more precisely to red meat cattle.

Let us stress that, if the US notifies subsidies to grazing fees in the amber box, it is because it
considers rightly feed subsidies as input subsidies to be notified there. Therefore we wonder
why it has forgotten to notify in the amber box the bulk of feed subsidies related to feed
grains as we will see in part II.

V – Subsidies on agricultural fuel

Although the US did not notify any such subsidy to the WTO, not even in the green box, the
USDA has nevertheless kept notifying to OECD $2.385 billion of them – under the heading
of "energy subsidy" in the section "payments based on use of variable inputs" – each year
from 1995 to 2005, even if the repetition of the same amount casts some doubt on the
accuracy of the figure. And this apart from the increased subsidies to ethanol projects in the
last years.

OECD justifies this subsidy as follows: "Value of Federal and State exemptions or reductions
in excise and sales taxes on diesel fuel for farmers relative to the standard rate taxes on fuel.
Calculated on a budget year basis". Indeed a subsidy is defined by article 1 of the WTO
Agreement on subsidies and countervailing measure as "government revenue that is otherwise
due is foregone or not collected (e.g. fiscal incentives such as tax credits)".

The distribution of the $2.385 billion of fuel subsidies between the main grains and animal
products (only those useful for our analysis) is shown in the following table 7. OECD
distributes the agricultural fuel subsidies according to the relative production value of
products. Given the lack of OECD data for 2005 we have used the same as for 2004.

Table 7 – Agricultural fuel subsidies for main feed grains and animal products
million 2002 2003 2004 2005
Barley 7 9 7 7
Corn grain 258 276 244 244
Rice 12 17 18 18
Sorghum 11 11 8 8
Soybean 188 195 169 169
Wheat 70 89 77 77
Beef (cattle) 335 358 337 337
Sheep 4 4 4 4
Pigs 107 108 147 147
Poultry+eggs 253 259 306 306
Milk 256 238 290 290
Sub-total 1,489 1,547 1,589 1,589
Total US 2,385 2,385 2,385 2,385
% sub-total 62.43% 64.86% 66.6% 66.6%
Source: OECD, Producer and Consumer Support Estimates, OECD Database 1986-2005,
http://www.oecd.org/document/55/0,2340,fr_2649_33775_36956855_1_1_1_1,00.html

22 Bruce Sundquist, Economics, Politics and History of Grazing, in The Earth's Carrying Capacity, July 2007
(http://home.alltel.net/bsundquist1/og5.html#A)

http://www.oecd.org/document/55/0
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Again we can derive the agricultural fuel subsidies for products not considered by OECD as
in table 6 for agricultural loans subsidies.

Table 8 – Estimates of the agricultural fuel subsidies to products not touched by OECD
Million 2002 2003 2004 2005

Whole agri. production value (VOP) 194,572 216,478 235,688 236,001
Canola seed production value (% VOP) 162.7 (0.08%) 159.8 (0.07%) 143.9 (0.06%) 152.0 (0.06%)
Value of cotton at farm gate (% VOP) 4,393 (2.26%) 6,296 (2.91%) 5,731 (2.43%) 5,695 (2.41%)
Sunflower seed production value  " 294.6 (0.15%) 316.2 (0.15%) 116.0 (0.05%) 487.7 (0.21%)
Hay production value  " (see table 31) 1,381 (0.71%) 1,347 (0.62%) 1,456 (0.62%) 1,483 (0.63%)

Agricultural fuel subsidies for feed grains and hay not computed by OECD
Canola seed 2 2 1 1
Cotton seed 54 69 58 57
Sunflower seed 4 4 1 5
Hay 17 15 15 15

VI – Irrigation subsidies

The figures notified are here much more ridiculous compared to the actual cost to the US
Budget, even according to official Bodies.

1) The US explanation for the $269 million notified for 2005 and $300 million for each of
the previous years: "Based on a "debt financing method."  A long term interest rate is
applied to the outstanding unpaid balance of capital investment by the Government in
irrigation facilities to obtain the subsidy. Irrigators repay the principal but not the interest on
the project debt. Estimates do not exist for each year. The 2003 estimate was assumed for
2005". What is funny is that the estimate for 2003 was the same as for 2001 and 2002 ($300
million)! Indeed water subsidies have been a permanent nightmare for the US authorities and
the US General Accounting Office (GAO) has devoted about ten reports on the issue.

2) Irrigation subsidies can be evaluated according to five ways: 1) the "debt financing
method" advocated in the US notification to the WTO; 2) the gap between the cost to the
government and the price charged to irrigators; 3) the gap between the water rates charged to
irrigators and to other customers for the same untreated water; 4) the price at which irrigators
can resell their water to other customers; 5) besides the under priced water, irrigators get other
subsidies, particularly on irrigating equipments, not to speak of tax rebates on agricultural
fuel, quite significant for pumping water. Let us forget here the methods 3 and 4 and the
additional method 5 which would give the highest subsidies23.

3) Many GAO reports underline the Bureau of Reclamation's unwillingness to recover
the irrigation reimbursable costs of water
The above explanation of the debt financing method is confusing as we do not see clearly
which principal is due by the irrigators: the principal of the capital investment or the principal
of the outstanding debt?

On the $7.102 billion in principal repayment owed by all 133 projects to the Bureau of
Reclamation, as of 30 September 1994 only $945 million had been paid, knowing that the
largest irrigation works were built in the 50s and 60s. Let us assume that the principal to
reimburse in 50 years was a conservative $6 billion and let us use a conservative 4.5% interest
rate24. The irrigators should have paid an annuity of $303.61 million during 50 years to

23 These ways of computing irrigation subsidies are presented in "The King is naked" (see footnote 13).
24 The average rate on US treasury bonds of 10 years maturity was of 4.67% in the 60s, 7.50% in the 70s, 10.59% in the 80s and the average
rate for the federal funds of, respectively, 4.18%, 7.10% and 9.67%. On the other hand the average interest rate on bonds issued from 1963 to

http://home.alltel.net/bsundquist1/og5.html#A
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reimburse the principal and interest, which means they would have paid a total of $15 billion,
of which $9 billion in interests. However, since they did not pay the annuities, the unpaid
interests have been added to the principal and, on a compound basis, they would have to pay
the last year $54.20 billion, of which $48.20 billion in interests! And, since most irrigation
contracts are already 50 years old, it is this amount of subsidies which is already due.

According to a GAO report of 1996 on the Bureau of Reclamation policy, "The federal
government has spent $21.8 billion to construct 133 water projects in the western United
States that provide water for various purposes, including irrigation… As of September 30,
1994, irrigators had been allocated $7.1 billion of the $16.9 billion federal investment in
water projects considered reimbursable. However, as a result of adjustments made after
analyzing the irrigators’ ability to pay and relief granted through specific legislation, that
amount was reduced to $3.4 billion – or 47 percent of the irrigators’ allocated share of the
construction costs… In addition, irrigators generally have 40 years or more to repay their
share of these costs, often after a period of up to 10 years in which the irrigators receive
water to develop their land but are not required to begin payments… For example…the
irrigation component of the Tualatin project [Oregon] represented $31.5 million… However,
because of interest-free financing and a 64-year repayment period, which began in 1976, the
federal subsidy provided to the irrigators amounted to $30.6 million, or 97 percent of the
construction costs allocated to irrigators"25.

A previous GAO report of 1983 explained that "The Water Supply Act of 1958… precludes
Federal water agencies from fully recovering the Treasury's borrowing costs to finance water
projects because it (1) establishes interest rates that are lower than the Treasury's actual
borrowing rates and (2) requires the agencies to use the interest rate in effect when
construction starts for computing interest costs during the 50 or 60 year repayment period,
rather than the actual rates in effect when the money is spent. Also, although not required by
the act, the agencies use simple interest based on existing agency policy to compute interest
during construction rather than more appropriate compound interest"26. Indeed, in November
1980 the Commissioner of Reclamation required the Bureau to compute interest during
construction for all future projects, for repayment and accounting purposes, on a compound
basis.

Another GAO report explains the right way to compute the irrigation subsidy: "To compute
the interest subsidies, we determined the difference between the actual payments required by
the water user repayment contracts and the payments necessary to fully amortize the
construction costs with interest. The difference represents the subsidy, or the interest amounts
not reimbursed to the U.S. Treasury. Since the interest foregone today is worth more than
interest foregone 50 or 60 years from now, we discounted all future dollars to their present
worth… To calculate the subsidy, we first computed the interest foregone during construction
on a compound basis, using the Treasury's borrowing rates in effect during each year of
construction… To compute the interest foregone during the repayment period, we combined
the interest costs accrued during construction with the construction costs. We multiplied this
figure by the proportion of project costs allocated to irrigation. We then compared the actual
payments as required by the repayment contract with the payments that would be required to

2002 to finance the California's State Water Project has been of 4.61% for total interests costs of $2.946 billion. Let us stress that interests on
federal and State bonds are often exempted from personal income taxes, which is another type of subsidy.
25 United States General Accounting Office, Bureau of Reclamation. Information on Allocation and Repayment of Costs of Constructing
Water Projects, July 1996.
26 U.S. General Accounting Office, Proposed Pricing Of Irrigation Water From California’s Central Valley New Melones Reservoir, June 8,
1983.
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fully amortize the estimated construction costs with interest. The difference between each non
interest payment and payment with interest is the actual interest subsidy for each payment"27.

According to a GAO report of September 2002, "Reclamation law provides that the Bureau
recover the costs of certain reimbursable activities, including irrigation, M&I [municipal and
industrial customers] water supply, and power generation. Federal policy requires that the
full costs incurred by the federal government in providing services be recovered from the
beneficiaries of those services, unless the recovery of such costs is legislatively precluded.
However, the Bureau does not recover all costs that benefit specific Bureau projects, even
though its cost accounting is focused primarily on cost recovery… While cost information is
important for a variety of managerial purposes, as discussed above, it is particularly
important to the Bureau in executing water delivery contracts and in setting rates to
accomplish its cost recovery requirement. However, even though its cost accounting system
has focused primarily on cost recovery, the Bureau is not recovering all reimbursable costs
associated with operating its projects…  The costs of activities related to power and water
supply are generally recoverable; however, the Bureau does not recover certain of these
costs… As a result, the full costs of, for example, operating the Central Valley Project…are
not known"28.

4)  The case of the largest irrigation project: the Central Valley Project (CVP)
A GAO report of 4 May 2001 on the CVP observed: "The CVP, located in California’s
Central Valley Basin, is the one of the Bureau’s largest multiple purpose water projects…
Historically the CVP has provided about 6 million acre-feet of irrigation water each year to
approximately 3.8 million acres of cropland. Water used for irrigation purposes represents
about 85 percent of the total water available through CVP… During the course of our review,
we did not identify any activities that did not appear to be O&M [operation and maintenance
costs] related to CVP, or any costs that were precluded by law from recovery"29.

A previous GAO report of May 2000 specifies that "The Bureau’s most common use of water
service contracts is at its Central Valley Project in California. Under water service contracts,
contractors pay a combined capital and O&M charge for each acre-foot15 of water
delivered. The contracts typically entitle the customer to a specified quantity of water
annually. The O&M costs paid are based upon a rate the Bureau establishes for each
individual customer. The rate is composed of separate charges for each of the services the
Bureau provides to the customer. Water storage, marketing, pumping, drainage, and
conveyance are the primary services involved"30.

According to Bruce Sundquist, "Farmers in California's Central Valley use roughly one fifth
of the state's water and pay on average slightly over 1 cent/ cubic meter, just 2% of what Los
Angeles pays for its drinking water and only 10% of its replacement value. One analysis of a
new US project in central Utah found that the water it will provide will cost close to 40 times
more than irrigators pay for it… The US Bureau of Reclamation (BUREC) recovers 17% of
the total economic costs of its irrigation projects - a $1 billion/ year subsidy. In Central
Valley California, irrigators (as of the mid-1980s) have repaid only 4% of the capital cost of
the Central Valley Project ($38 million of $950 million). Taxpayers paid the rest… The US
Congressional Budget Office calculates that, from the inception of the federal irrigation

27 U.S. General Accounting Office, Reforming accounting provisions in federal water laws could save millions, October 22, 1981.
28 Bureau of Reclamation, Opportunities Exist to Improve Managerial Cost Information and Cost Recovery, September 2002
(http://www.gao.gov/new.items/d02973.pdf)
29 Bureau of Reclamation, Water Marketing Activities and Costs at the Central Valley Project, May 2001.
30 Bureau of Reclamation, Information on Operations and Maintenance Activities and Costs at Multipurpose Water Projects, May 2000.

http://www.gao.gov/new.items/
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program in 1902 through the mid-1980s, irrigation subsidies totaled $33-70 billion.
(Committee on Natural Resources, US House of Representatives, "Taking from the Taxpayer:
Public Subsidies for Natural Resource Development", Washington DC 1994)… On average,
the US government subsidizes irrigation at $54/ acre/ year (1989)"31.

The CVP covers 1/6 of US irrigated land. On $1.124 billion in construction costs allocated to
irrigators, as of 30 September 1998, they had only repaid $63 million (5.6%) since the
beginning of the construction in 1939 and total repayment, after the renewing of water
contracts in 2005 is due for… 2030! In 1985 already "Irrigation water users pay an average
of $6.15 per acre foot; the cost to the Federal Government is $72.99, resulting in a 91 percent
subsidy"32. That means that the water rates do not even cover the operation and maintenance
costs of water facilities since "the rates were established under the assumption that operation
and maintenance costs would remain stable over time". Besides, the highly skewed
distribution of water prevents any fundamental change in irrigators' "ability to pay": in 2002,
10% of farmers got 67% of the water, for an average subsidy of $349,000 at market rates for
replacement water, 27 farms received subsidies of $1 million or more compared to a median
subsidy of $7,076 and one farm got more water than 70 water user districts, for a subsidy of
$4.2 million at market rates33.

According to a 16-month investigation of the Environmental Working Group (EWG)'s,
endorsed by a group of experts,: "At a time when California water is scarce and expensive,
taxpayers guarantee Central Valley farms an abundant and cheap supply through a subsidy
worth up to $416 million a year"34. It shows that the 6800 irrigated farms of the Central
Valley Project (CVP) paid on average in 2002 $17.14 per acre-foot of water, ten times less
than the replacement cost of the same untreated water ($170.42) and "less than 2 percent what
Los Angeles residents pay for drinking water". EWG calculated that, depending on how the
market value of the water is defined, CVP farmers are receiving between $60 million and
$416 million in water subsidies each year. The first figure represents the subsidy if the water
is priced at the Bureau of Reclamation's so-called "full cost rate," which is much below the
actual full cost of delivering water to farmers. The higher figure comes from comparing the
average price for CVP water to the cost of replacement water supplies from proposed dams
and reservoirs on the San Joaquin River estimated by the Bureau of Reclamation, the real cost
being twice as much.

Applying this subsidy rate of $170 per acre-foot to the 31.638 million of acre-feet irrigated in
the US from off-farm sources would give an annual subsidy of $5.379 billion. And applying
the same subsidy rate to all 86.894 million acre-feet of irrigated water in the US, including
from on-farm sources, would get to total subsidies of $14.772 billion! Even if we halve the
subsidy per acre-foot, to $85, to take into account the likely higher irrigation subsidy per acre-
foot in California than at the average national level and the lower cost of on-farm irrigated
water, we still would have $7.360 billion. We are very far indeed from the $300 million
notified to the WTO.

31 Bruce Sundquist, Economics, Politics and History of Irrigation, in The Earth's Carrying Capacity
(http://home.alltel.net/bsundquist1/ir7.html#A)
32 http://www.nemw.org/nrsub.htm
33 The Environmental Working Group, Taxpayers Guarantee Central Valley Farms Water Through a Subsidy Worth Up to $416 Million per
Year, December 2004, http://www.ewg.org/reports/watersubsidies/references.php
34 See footnote 29.

http://home.alltel.net/bsundquist1/ir7.html#A
http://www.nemw.org/nrsub.htm
http://www.ewg.org/reports/watersubsidies/references.php
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5) Other evaluations
According to Michael Lind, "Washington should also phase out the roughly $2 billion in
annual irrigation subsidies to western agribusinesses, of which almost half is used for surplus
crops. Subsidized irrigation is rapidly depleting the High Plains aquifer under Texas,
Oklahoma, New Mexico, Kansas, Colorado, South Dakota, Wyoming, and Nebraska, which
now provides about 30 percent of the groundwater used in the United States"35.

Canadian lawyers, acting on behalf of the Dairy Farmers of Canada, have come in 2003 to
this staggering conclusion: "Although the value of the subsidy provided to agricultural
producers in the form of water sold at below market rates has not been notified to the WTO by
the USA, this Report reviews water rates charged by irrigation districts in California. Based
on the value of the below-market water provided to agricultural producers relative to the
costs charged to non-agricultural users, the value of the irrigation subsidy provided to U.S.
producers through the 130 projects is well in excess of USD $10 billion per year and may
well be in the range of USD $25 to $30 billion per year"36. However their argumentation
could have been more robust so that we will not consider their figures seriously.

6) Conclusion : minimal average irrigation subsidy and its level for the main grains
In order to be the most conservative possible, we consider irrigation subsidies to be at least of
$1 billion per year. Dividing it by the 86.894 million acre-feet of irrigated water in the US in
2003 would imply an average highly conservative subsidy rate of $11.5 dollar per acre-foot.

This is the very minimum to consider as, according to Daniel A. Sumner and David S. Hart,
"For the Sacramento River and Central Coast Regions we use an average subsidy rate of $15
per acre foot of water. These regions have low distribution costs and had substantial
irrigation water supplies even before development of the major subsidized projects. For the
San Joaquin, Tulare Lake, South Coast, Colorado River and South Lahontan regions, we use
an average subsidy rate of $30 per acre foot of water"37. They add: "Overall we estimate that
California agriculture producers receive approximately $236 million per year in subsidy from
government water projects. This amounts to about one percent of the total value of California
agriculture, and is distributed widely across crops. Alfalfa, important in dairy feed rations,
receives the largest total water subsidy; about $70 million; more than ten percent of the value
of the alfalfa".

The USDA's Farm and ranch irrigation survey (FRIS) for 200338 allows us to distribute the
conservative $1 billion of irrigation subsidies among the main feed grains (table 9) which,
together with hay and pastureland, represent over 80% of all irrigated farm land (42.202
million acres over 52.583 million acres) and 76% of the total irrigated water (66.219 over
86.894 million acre-feet).

Again this FRIS survey shows that the US has all the necessary data to notify irrigation
subsidies as product-specific.

35 Michel Lind, The New Continental Divide, New America Foundation, The Atlantic Monthly, February 1, 2003
(http://www.newamerica.net/publications/articles/2003/the_new_continental_divide)
36 Grey, Clark, Shih and Associates Limited, WTO Consistency of U.S. and New Zealand Agricultural Practices, July 2003, http://www.ong-
omcmexico.org.mx/WebPage/web/doctos/AgricultoresCanada.pdf
37 Daniel A. Sumner and David S. Hart, A Measure of Subsidy to California Agriculture, University of California, Agricultural Issues Center,
AIC I SSUES BRIEF, Number Two, July 1997 (http://aic.ucdavis.edu/pub/briefs/brief2.html).
38 USDA, Farm and ranch irrigation survey (2003), November 2004.

http://www.newamerica.net/publications/articles/2003/the_new_continental_divide
http://www.ong-
http://aic.ucdavis.edu/pub/briefs/brief2.html
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Surprisingly irrigated grass comes largely in front with $299.5 million, of which $228.4
million for hay (of which $164.7 million for alfalfa) and $71.1 million for pastureland. Then
comes corn (grain and silage) with $167.9 million.

Table 9 – Irrigation subsidies for the main feed crops in 2003
million Irrigated acres Acre-feet/acre Acre-feet Share in total acre-feet Irrigation subsidies
Barley 0.991 1.5 1.487 1.71% 17.1
Corn grain 9.750 1.2 11.700 13.47% 134.7
Corn silage 1.313 2.2 2.889 3.32% 33.2
Cotton 4.080 1.4 5.712 6.57% 65.7
Alfalfa hay 6.222 2.3 14.311 16.47% 164.7
Other hay 3.254 1.7 5.532 6.37% 63.7
Oats 0.240 1.4 0.336 0.39% 3.9
Pastureland 3.634 1.7 6.178 7.11% 71.1
Rice 2.994 2.6 7.784 8.96% 89.6
Sorghum 1.108 1.0 1.108 1.28% 12.8
Soybean 5.347 0.8 4.278 4.92% 49.2
Wheat 3.269 1.5 4.904 5.46% 54.6
Sub-total 42.202 66.219 76.21% 762.1
Total US 52.583 86.894 100%
% sub-total 80.26% 76.21% 76.21%
Source: USDA, Farm and ranch irrigation survey (2003), November 2004; OECD, Producer and Consumer Support Estimates, OECD
Database 1986-2005, http://www.oecd.org/document/55/0,2340,fr_2649_33775_36956855_1_1_1_1,00.html.

VI – The US actual non product-specific AMS from 2002 to 2005

Table 10 shows that the actual NPS AMS is quite different from the last US notifications and
that it has exceeded largely the allowed de minimis cap of 5% of the value of the whole
agricultural production (VOP). Indeed the average NPS AMS has reached $15.451 billion
against a notified average of $4.885 billion, which has then be notified as NPS de minimis.
Therefore the whole NPS AMS has to be added to the notified average total AMS of $10.289
billion from 2002 to 2005, so that the actual average total AMS of $25.739 billion has
exceeded its allowed total AMS ceiling of $19.103 billion by $6.636 billion or 34.7%.

Table 10 – US actual non product-specific AMS and rectified total AMS from 2002 to 2005
$ billion 2002 2003 2004 2005

Counter cyclical payments (CCPs) as notified 1.804 544 4.288 4.749
Crop insurance subsidies (GAO report) 3.466 3.589 3.126 2.699
Agricultural loans subsidies ($ million) (OECD report) 610 610 610 610
Irrigation subsidies ($ million) 1.000 1.000 1.000 1.000
Grazing on public lands ($ million) (GAO report) 123 123 123 123
Agricultural fuel subsidies (OECD report) 2.385 2.385 2.385 2.385
Tree assistance program ($ million) - 2 - -
Water loss assistance program ($ million) 10 - - -
Storage loss program ($ million) 1 3 2 -
Total applied NPS AMS without PFCs and fixed direct payments 9.399 8.256 11.534 11.566
Production flexibility contracts (PFCs) 3.683 - - -
Fixed direct payments 1.618 5.267 5.260 5.219
Total actual NPS AMS 14.700 13.523 16.794 16.785
Value of the whole agricultural production (VOP) 194.572 216.478 235.688 236.001
NPS de minimis cap (5% of VOP) 9.729 10.824 11.784 11.800
Excess of the applied NPS AMS over de minimis cap 4.971 2.699 5.010 4.985
Notified total AMS and PS AMS 9.637 6.950 11.629 12.938
Rectified total AMS after transfer of the whole NPS AMS 24.337 20.473 28.423 29.723
Excess of the total AMS over the allowed $19.103 billion 5.234 1.370 9.320 10.620
Sources: see above in the detailed analyses.

http://www.oecd.org/document/55/0
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However this conclusion is provisional for two reasons: 1) we have not yet shown the under-
notifications made of the PS AMSs, to which we turn now; 2) because the US should have
notified almost all the NPS subsidies as PS subsidies.

*
*    *

Part II – The product-specific AMSs have been largely under-notified from 2002 to 2005

I – The notified product-specific AMSs

Table 11 presents the notified PS AMSs per product and type of measures.

Table 11 – Notified US product-specific AMSs from 2002 to 2005
$ million 2002 2003 2004 2005

Notified product-specific AMSs per product (1)
Barley - - 83 46
Chickpeas (1) - - - -
Corn - - 3,059 4,490
Cotton 1,187 435 2,238 1,621
Dairy 6,305 4,737 4,663 5,149
Dry peas - 14 32 37
Lentils 2 - - 11
Canola - - - 14
Crambe (1) - - - -
Safflower 2 - - -
Mohair 5 4 3 2
Peanuts 66 - - 89
Rice 712 503 131 133
Sheep and lamb 23 - - -
Sorghum - - 130 140
Soybean - - - -
Sugar 1,328 1,250 1,282 1,199
Wool 8 7 7 7
Total notified PS AMSs 9,637 6,950 11,629 12,938

Notified product-specific AMSs per types of measures
Dairy market price support 4,509 4,515 4,646 4,794
Sugar market price support 1,262 1,242 1,220 1,114
Total market price supports 5,771 5,757 5,866 5,908
Marketing loans benefits (2) 1,649 714 5,110 6,168
Cotton user marketing program (STEP 2) 178 152 311 137
Cotton and peanuts storage payments (of which peanuts) 81 (7) 88 90 171 (31)
Cotton seed payments 49 - 10 15
Commodity loan interest subsidies net of fees (cotton) 30 (14) 18 (10) 120 (47) 88 (60)
Sheep and lamb adjustment assistance program 23 - - -
Sugarcane hurricane program (2005: disaster payment) 60 - 40* 80
Milk income loss contract (MILC) 1,796 221 16** 356***
Bioenergy program payments (to corn and sorghum) - - 66 14

Rectified PS AMS because of under-notifications
Actual cotton user marketing program (3) 182 455 363 582
Under-notification of        " 4 303 52 445
Under-notification of Commodity loan interest subsidies (4) 26 22 45 47
Rectified PS AMSs 9,667 7,275 11,726 13,430
(1) Because we are presenting the data in $ million, we have not written the PS AMSs lower than $500,000 (case of chickpeas and crambe).
(2) Marketing loan benefits include loan deficiency payments, marketing loan gains and certificate exchange gains.
(3) and (4): see the following paragraph I. * of which $7 million of Hawaiian sugar transportation payments. ** of which 9 of MILC and 7 of
dairy hurricane indemnities. *** of which 352 of MILC and 4 of dairy disaster payments
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II – Under-notified cotton user marketing and commodity loan interest subsidies

Before challenging the reasons why many products have not got notified PS AMSs we show
first that there are already two types of under-notifications in the notified figures: for the
cotton user marketing program and for the commodity loan interest subsidies.

1) The huge under-notification of the cotton user marketing program

According to the already quoted CRS report of April 2007, the actual subsidies of the cotton
user marketing program have been twice as much on average from 2002 to 2005 than the
notified ones: $396 million against $195 million39.

This is confirmed by a USDA report of March 2007: "For fiscal years 2001-05, outlays for
Step 2 averaged $364 million annually"40. Given that the US has notified $182 million for
2001, the average notified STEP 2 from 2001 to 2005 has been of $192 million, meaning an
average under-notification of $204 million.

2) The questionable deduction of farmers' fees on the Commodity loan interest subsidies
We challenge the deduction made from the commodity loan interest subsidies of the so-called
"fees" charged to farmers to get the marketing loan benefits.

According to the USDA' definition of the interest subsidies on commodity loans, "Another
source of benefits from the CCC commodity loan program is the availability of the loan funds
at below-market interest rates, or in some cases without any interest charge at all. Producers
pay 1 percentage point more than the rate charged the CCC for its funds by the Department
of Treasury. This rate is typically less than the rate farmers would have to pay for
commercially available short-term loans. Furthermore, no interest charges are paid if the
commodities (or commodity certificates) are delivered to the CCC instead of cash to repay the
loan. And no interest is charged if the loan is repaid under the lower marketing loan gain
repayment provision"41. As only "If market prices exceed the loan price when the loan is
repaid, the producer repays principal plus interest"42, it is questionable to consider the
interests paid as farmers' fees or levies.

However it is possible that those alleged fees refer to the "storage and administrative fees"
paid to the cooperative marketing associations (CMAs) that farmers can use to get the
marketing loans benefits instead of getting them directly from the Farm Service Agency
(FSA)43. But there is no reason to deduct this type of fees from the Commodity loan interest
subsidies as the farmers get other benefits from their cooperatives, among which the storage
and marketing of their products at lower costs than trough private traders. The more so as,
according to the AoA Annex 4 paragraph 13, "Other non-exempt measures, including input
subsidies and other measures such as marketing-cost reduction measures:  the value of such
measures shall be measured using government budgetary outlays".

Therefore these deducted fees should be reintegrated in the PS AMSs, for a yearly average of
$35 million. However, as we have not yet identified a US Official report on this issue as we

39 Randy Schnepf and Jasper Womach, Potential Challenges to U.S. Farm Subsidies in the WTO, CRS, Updated April 26, 2007, table 6, page
27 (http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf).
40 USDA, Cotton Backgrounder, March 2007, p. 24, http://www.ers.usda.gov/publications/CWS/2007/03Mar/CWS07B01/
41 USDA, http://www.ers.usda.gov/briefing/farmpolicy/questions/
42 USDA, http://www.nationalaglawcenter.org/assets/crs/RS21604.pdf
43 USDA, http://www.rurdev.usda.gov/rbs/pub/jan02/marketing.html

http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf
http://www.ers.usda.gov/publications/CWS/2007/03Mar/CWS07B01/
http://www.ers.usda.gov/briefing/farmpolicy/questions/
http://www.nationalaglawcenter.org/assets/crs/RS21604.pdf
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have down for the other subsidies, for conservative reasons we prefer not to rectify the PS
AMS on the Commodity loan interest subsidies.

III – The under-notification of PS AMSs for feed grains

As shown in table 11, the US did not notify any PS AMS for most feed grains (cereals and
oilseeds) during the whole period 2002-05 and soybeans did not get any PS AMS. This was
also the case for all meats, apart from a modest PS AMS of 23 million for sheep and goats in
2002. This oversight shows a deliberate violation of the WTO rules, including of its Appellate
Body rulings.

Yet, the US Congressional Research Service acknowledges that "Program commodities such
as corn are feed inputs for livestock"44 (Randy Schnepf and Jasper Womach, Potential
Challenges to U.S. Farm Subsidies in the WTO, CRS Report for Congress, October 25, 2006,
http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf).

1) Methodology

a) We have stressed at length above the reasons why the Production flexibility contract
payments (PFCs) and the fixed direct payments are not in the green box but in the amber box,
and more precisely in the PS AMSs, as ruled by the WTO Appellate Body that they were
specific subsidies.

b) We have furthermore added that another reason to put the PFCs and fixed direct payments
in the amber box is that a large part of them have been granted to grains used as feed,
therefore are input subsidies that the AoA Article 6.2 puts in the amber box for developed
countries. The more so as all program crops are in fact used partially as feed (at least their co-
products or by-products as for cotton and rice).

Therefore we have to put in the amber box all subsidies given to each feed grain, according to
the database on agricultural subsidies of the Environmental Working Groups (EWG) for the
commodity programs45, excluding the subsidies to conservation programs and disaster
programs.

c) Unfortunately the EWG does not take into account several amber box subsidies: those to
crop insurance, irrigation, agricultural loans, agricultural fuel as we have seen in Part I and
several subsidies that the US notifies in the Supporting Table DS:7.

2) Calculus of total subsidies to direct and indirect feed from feed grains

The USDA's feed grains data base46 gives the share of US feed grains used directly as feed in
the US. However we can add the additional feed co-products or by-products associated with
the processing of grains such as for the production of ethanol and HFCS. But we have deleted
the minor cereals (rye, millet), the feed by-products of other cereals than corn and wheat (by-
products of malt barley…) and of sugarcane and sugarbeet, the minor oilseeds meals (peanuts,
linseed, crambe, safflower…) and the oils themselves, the feeding of whole oilseed grains
before processing (canola, cotton, roasted soybean, sunflower) before processing them to

44 Randy Schnepf and Jasper Womach, Potential Challenges to U.S. Farm Subsidies in the WTO, op.cit.
45 EWG, http://farm.ewg.org/farm/region.php?fips=00000#topprogs
46 USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx

http://www.rurdev.usda.gov/rbs/pub/jan02/marketing.html
http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf
http://farm.ewg.org/farm/region.php
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meals, not to speak of the animal sources of feed. These omissions underline that our figures
on feed subsidies are highly conservative.

Of course, all subsidies to feed grains considered here are only those to the feed consumed in
the US and do not include the subsidies to the exported feed grains or meals, which by the
way should be considered as export subsidies.

Two sets of tables are presented below: tables 12 to 21 show the calculus of the total subsidies
to each feed grain and to its feed component only and tables 23 to 27 rectify the PS AMSs of
the feed grains from 2002 to 2005.

These tables show that, once taken into account all their amber box subsidies, most feed
grains notified without PS AMS – because their subsidies were lower than the de minimis
exemption level of 5% of their production value –, get eventually PS AMSs during the whole
2002-05 period, with the noticeable exception of soybean.

a) The feed barley subsidies: table 12 does not take into account the feed by-products of the
malting barley processing but only the feed barley. Total barley subsidies are always larger
than the de minimis cap.

Table 12 – The subsidies to feed barley
$ million 2002 2003 2004 2005

Feed barley: million bushels 84 74 103 52
% of feed barley 37.00% 26.62% 36.79% 24.53%
Value of barley production 606 755 698 506
5%                   "   (de minimis cap) 30 38 35 25
Barley subsidies (EWG database) 83 79 167 175
Crop insurance subsidies to barley 30 42 24 23
Agricultural loan subsidies 2 2 2 2
Agricultural fuel subsidies 7 9 7 7
Irrigation subsidies 17 17 17 17
Total barley subsidies 139 149 217 224
Total barley subsidies larger than de minimis cap yes yes yes yes
Feed barley subsidies 51 40 80 55
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx; Environmental
Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO; tables 3 and 6
above.

b) The feed canola subsidies:

Because of huge canola seed and canola meals imports we have allocated canola subsidies to
US canola meal after computing the value of canola meal and canola oil in one ton of US
canola seed and applied the percentage of canola meal value in the value of the two canola
components to all canola subsidies to get the canola feed subsidies. Total canola subsidies are
always larger than the de minimis cap.

http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://farm.ewg.org/farm/region.php
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Table 13 – The subsidies to feed canola
$ million 2002 2003 2004 2005

Canola seed production: million tons 0.695 0.686 0.608 0.717
Value of canola seed production 162.7 159.8 143.9 152.0
5%                   "   (de minimis cap) 8.136 7.992 7.193 7.602
Average price of canola seed ($/ton) 234.1 232.9 236.7 212.0
Average price of canola oil ($/ton) 655.9 744.3 678.6 683.4
Average price of canola meal ($/ton) 158.7 207.2 154.3 155.4
Value of canola oil in 1 ton of canola seed (35% oil) 229.6 260.5 237.5 239.2
Value of canola meal in 1 ton of canola seed (65% meal) 103.2 134.7 100.3 101.0
Total value of canola seed components 332.8 396.2 337.8 340.2
% of canola meal value in canola seed value 31.01% 34.00% 29.60% 29.69%
Canola subsidies (EWG database) 1.217 16.743 5.240 21.640
Canola insurance subsidies 18 17 13 14
Agricultural loan subsidies - - - -
Agricultural fuel subsidies 2 2 1 1
Total canola subsidies 21 36 19 37
Total canola subsidies larger than de minimis cap yes yes yes yes
Feed canola subsidies 6.51 12.24 5.62 10.99
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx; Environmental
Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO; tables 3 and 6.

c) The feed corn subsidies:

Table 14 – The subsidies to feed corn
$ million 2002 2003 2004 2005

Corn production: million tons 227.76 256.26 299.90 282.30
Value of corn production 20,882 24,477 24,381 21,041
5%                   "   (de minimis cap) 1,044 1,224 1,219 1,052
Average farm price of corn: $/ton 91.68 95.52 81.30 74.53
Direct feed corn: million tons 141.30 147.19 156.39 156.34
Value of direct feed corn: $ million 12,954 14,060 12,715 11,652

Indirect feed corn from processing ethanol and high fructose corn syrup (FCS)
Corn for ethanol (million bushels) (USDA tab. 31) 996 1,168 1,323 1,603
DDGS produced (17 lb. or 7.71 kg/bushel): million tons 7.68 9.01 10.20 12.36
DDGS price ($/ton) 88.09 115.45 75.96 85.59
Value of DDGS ($ million) 676.5 1040.2 774.8 1057.9
Corn for HFCS (million bushels) (USDA tab. 31) 532 530 521 529
Corn gluten feed with HFCS (6.1235 kg/bu): million ton 3.26 3.25 3.19 3.24
CGF price (USDA table 16): $/ton 65.24 82.81 51.53 56.18
Value of CGF ($ million) 212.68 269.13 164.38 182.02
Corn gluten meal with HFCS (1.1793 kg/bu): million t 0.627 0.625 0.614 0.624
CGM price (USDA table 16): $/ton 239.48 328.13 270.93 268.73
Value of CGM ($ million) 150.15 205.08 166.35 167.69

Subsidies to total feed corn
Value of direct and indirect feeds from corn 13,317 14,534 13,045 12,002
% of feed corn value in corn production value 63.77% 59.38% 53.50% 57.04%
Corn subsidies (EWG database) 1.981 2,813 4.504 9.414
Commodity loan interest subsidy + bioenergy payments 171 155 118 23
Crop insurance subsidies to corn ($ million) 1,016 1,092 518 924
Agricultural loan subsidies 66 71 62 62
Agricultural fuel subsidies 258 276 244 244
Irrigation subsidies 168 168 168 168
Total corn subsidies 3,660 4,575 5,614 10,835
Total corn subsidies larger than de minimis cap yes yes yes yes
Total feed corn subsidies 2,334 2,717 3,003 6,180
Sources: C. Matthew Rendleman and Hosein Shapouri, New Technologies in Ethanol Production, USDA, February 2007
(http://www.usda.gov/oce/energy/aer842_ethanol.pdf); USDA, Feed Grains Database: Yearbook Tables, Table 16--Byproduct feeds:
Average wholesale price per ton, bulk, specified markets (http://www.ers.usda.gov/data/feedgrains/StandardReports/YBtable16.htm) and
Table 31--Corn: Food, seed, and industrial use (http://www.ers.usda.gov/Data/FeedGrains/StandardReports/YBtable31.htm); Environmental
Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); tables 3 and 6 above; US notifications to the
WTO.

http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://farm.ewg.org/farm/region.php
http://www.usda.gov/oce/energy/aer842_ethanol.pdf
http://www.ers.usda.gov/data/feedgrains/StandardReports/YBtable16.htm
http://www.ers.usda.gov/Data/FeedGrains/StandardReports/YBtable31.htm
http://farm.ewg.org/farm/region.php
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To get the feed corn subsidies we have considered in turn the corn fed directly and the feed
by-products of the two other large domestic uses of corn: the DDGS (distillers dried grains
with solubles) coming from ethanol processing and the corn gluten feed (CGF) and corn
gluten meal (CGM) coming from the processing of HFCS (high fructose corn syrup).

The huge subsidies to corn exceed by far the de minimis cap.

d) The cotton meal subsidies: they are at least 9 times larger than the de minimis cap.

Table 15 – The subsidies to cottonseed meals
$ million 2002 2003 2004 2005

Value of cotton at farm gate (as notified) 4,393 6,296 5,731 5,695
5%  "   (de minimis cap) 220 315 287 285
Cotton subsidies (EWG database) 2.389 2.697 1.654 3.331
Storage payments+commodities interest subs.+STEP 2* 270 552 500 782
Crop insurance subsidies to cotton 386 378 320 268
Agricultural loan subsidies 14 18 15 15
Agricultural fuel subsidies 12 17 18 18
Irrigation subsidies 66 66 66 66
Total cotton subsidies 3.137 3.728 2.573 4.480
Total cotton subsidies larger than de minimis cap yes yes yes yes
Production of cottonseed (short tons of 908.18 kg) 6.184 6.665 8.198 8.172
Production of cottonseed meal        " 3.476 3.595 4.726 4.629
Value of cottonseed meal at farm gate 351.1 420.6 505.7 444.4
% of feed value in cotton value at farm gate 7.99% 6.68% 8.82% 7.80%
Cotton feed subsidies 251 249 227 349
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx: USDA, Oil crops
Yearbook 2007 for cottonseed and cottonseed meal (http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do?documentID=1290);
Environmental Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO;
tables 3 and 6 above. * We have rectified the under-notification of STEP 2 subsidies as shown above in section II.1). However we have not
taken into account the under-notification of commodities interest subsidies.

e) The feed rice subsidies: even if total rice subsidies exceed largely the de minimis level, the
feed content of rice is limited to a small volume of millfeeds (mainly bran) sold at low prices.

Table 16 – The subsidies to rice millfeeds
$ million 2002 2003 2004 2005

Value of rice at farm gate (as notified) 4,393 6,296 5,731 5,695
5%                   "   (de minimis cap) 220 315 287 285
Rice subsidies (EWG database) 1,151 1,475 637 533
Commodity loan interest subsidies 7 - - 4
Crop insurance subsidies to rice 25 20 18 18
Agricultural loan subsidies 3 5 5 5
Agricultural fuel subsidies 12 17 18 18
Irrigation subsidies 90 90 90 90
Total rice subsidies 1.288 1.607 750 668
Total rice subsidies larger than de minimis cap yes yes yes yes
Consumption of rice millfeeds (1000 tons) 624 539 556 582
Unit farm value of rice millfeeds ($/ton) 56.75 74.93 56.95 56.47
Total farm value of rice millfeeds 35.4 40.4 31.7 32.9
% of feed rice value in rice value at farm gate 0.81% 0.64% 0.55% 0.58%
Rice feed subsidies 10 10 4 4
Sources: USDA, http://www.ers.usda.gov/briefing/rice/data.htm; Environmental Working Group's Farm Subsidy Database
(http://farm.ewg.org/farm/region.php?fips=00000); notifications to WTO; tables 3 to 9 above.

http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx:
http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do
http://farm.ewg.org/farm/region.php
http://www.ers.usda.gov/briefing/rice/data.htm
http://farm.ewg.org/farm/region.php
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e) The subsidies to feed grain sorghum: they are at least 7 times the de minimis cap.

Table 17 – The subsidies to feed grain sorghum
$ million 2002 2003 2004 2005

Feed grain sorghum: million bushels 170 182 191 140
% of feed grain sorghum 47.09% 44.28% 42.07% 35.62%
Value of sorghum production 855 965 843 715
5%                   "   (de minimis cap) 43 48 42 36
Percentage of sorghum value in VOP 0.44% 48 42 36
Grain sorghum subsidies (EWG database) 189 213 313 500
Commodity loan interest subsidy + bioenergy payments 1 4 2 3
Crop insurance subsidies to grain sorghum 99 93 69 52
Agricultural loan subsidies 3 3 2 2
Irrigation subsidies 13 13 13 13
Agricultural fuel subsidies 11 11 8 8
Total grain sorghum subsidies 302 323 407 568
Total sorghum subsidies larger than de minimis cap yes yes yes yes
Feed grain sorghum subsidies 142 143 171 202
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx; Environmental
Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO, tables 3 and 6
above.

f) The feed oats subsidies: as US oats production has always been lower than the feed
domestic consumption, we have considered that the whole production has been devoted to
feed, the other uses being covered mainly by imports. Therefore there is no need to calculate
the specific subsidies to feed oats which are the same as those to total oats production.
However, because we will transfer these feed oats subsidies to the AMSs of animal products,
there is no residual oats subsidies so that we will consider that they have been under the de
minimis cap.

Table 18 – The subsidies to feed oats
$ million 2002 2003 2004 2005

Value of oats production 212 225 178 195
5%                   "   (de minimis cap) 11 11 (11.246) 9 (8.916) 10
% of feed oats (100% because of net imports) 100% 100% 100% 100%

Oats subsidies (EWG database) 6 4 (3.706) 6 3
Crop insurance subsidies to oats 8 7 (7.264) 4 5
Oats irrigation subsidies 4 4 4 4
Total and feed oats subsidies 18 15 14 12
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx; Environmental
Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO, tables 3 and 6
above.

g) The soybean meals subsidies: table 9 of the Oil Crops Yearbook 2007 gives the average
annual prices and total values of soybean oil and soybean meal, which gives the percentage of
soybean subsidies to allocate to soybean meals. The high weight of the meal value in the
whole soybean value explains that most soybean subsidies will be transferred to the PS AMSs
of animal products so that the residual soybean subsidies are lower than the de minimis cap.

http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://farm.ewg.org/farm/region.php
http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://farm.ewg.org/farm/region.php
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Table 19 – The subsidies to soybean meals
$ million 2002 2003 2004 2005

Value of soybeans production 15,253 18,014 17,895 17 269
5%                   "   (de minimis cap) 763 901 895 863
Soybean meals used as feed in the US: million tons 32.361 31.449 33.559 33.176
% of soybean meals production 84.73% 86.58% 82.42% 80.44%
Soybean subsidies (EWG database) 671 1.143 914 588
Commodity loan interest subsidy + biodiesel payments 36 24 211 33
Crop insurance subsidies to soybeans 565 620 675 633
Agricultural loan subsidies 48 50 44 44
Agricultural fuel subsidies 188 195 169 169
Irrigation subsidies 49 49 49 49
Total soybeans subsidies 1,557 2,080 2,068 1,522
Total soybeans subsidies larger than de minimis cap yes yes yes yes
% of meal value in soybean value 62% 64% 61% 59%
% of value of meals fed in the US 52.53% 55.41% 50.28% 47.46%
Soybean meal subsidies 818 1 153 1 040 722
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx; Oil Crops
Yearbook 2007, tables 4 and 9, http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do?documentID=1290; Environmental
Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO; tables 3 and 6
above.

h) The feed sunflower subsidies: contrary to soybean, the relative meal value is here much
lower in the value of the sunflower seed, so that the non feed sunflower subsidies have largely
exceeded the de minimis cap.

Table 20 – The subsidies to feed sunflower
$ million 2002 2003 2004 2005

Sunflower seed production: million tons 5.404 5.875 4.520 8.858
Value of sunflower seed production 295 316 116 488
5%                   "   (de minimis cap) 15 16 6 24
Sunflower subsidies (EWG database) 6.519 26.667 13.329 21.336
Sunflower insurance subsidies (tables 3 and 6) 32 33 24 29
Agricultural loan subsidies 1 1 - 1
Agricultural fuel subsidies 4 4 1 5
Total sunflower subsidies 44 65 38 55
Total sunflower subsidies larger than de minimis cap yes yes yes yes
Average price of sunflower seed ($/ton) 238.2 238.2 269.7 238.2
Average price of sunflower oil ($/ton) 729.95 736.57 965.19 831.59
Average price of sunflower meal ($/ton) 115.74 122.36 94.80 84.88
Sunflower meal fed in the US: million tons 0.232 0.317 0.133 0.278
Value of sunflower oil in 1 t of sunflower seed (32% oil) 233.6 235.7 308.9 266.1
      "               meal in 1 t of sunflower seed (68% meal) 78.7 83.2 64.5 57.7
Total value of sunflower seed components in 1 ton 312.3 318.9 373.4 323.8
% of sunflower meal value in 1 ton of sunflower seed 25.20% 26.09% 17.27% 17.82%
Feed sunflower subsidies 11 17 7 10
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx; Environmental
Working Group's Farm Subsidy Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO, tables 3 and 6
above.

i) The feed wheat subsidies: apart from the feed wheat directly fed, we have identified the
value of wheat millfeeds by-products of the milling for baking flour. But the low weight of
the wheat feed in total wheat for domestic use and of the wheat millfeeds value in relation to
the flour value end up in low total feed wheat subsidies even if total wheat subsidies have
largely exceeded the de minimis cap.

http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do
http://farm.ewg.org/farm/region.php
http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://farm.ewg.org/farm/region.php
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Table 21 – The subsidies to feed wheat
Subsidies in $ million 2002 2003 2004 2005

Value of wheat production 5,637 7,929 7,283 7,140
5%                   "   (de minimis cap) 282 396 364 357
Wheat subsidies (EWG database) 975 1,373 1.216 1,124
Commodity loan interest subsidies 6 5 6 4
Crop insurance subsidies to wheat 492 548 410 434
Agricultural loan subsidies 18 23 20 20
Agricultural fuel subsidies 70 89 77 77
Irrigation subsidies 55 55 55 55
Total wheat subsidies 1,616 1,926 1,632 1,562
Total wheat subsidies larger than de minimis cap yes yes yes yes
Wheat production: million tons 43.70 63.81 58.74 57.28
Feed wheat: million tons 3.16 5.52 4.95 4.35
% of feed wheat 7.22% 8.66% 8.44% 7.60%
Feed wheat direct subsidies 117 167 138 119
Wheat farm price per ton 130.81 124.93 124.93 125.66
Wheat production value 5,716.9 7,971.8 7,338.1 7,198.0
Wheat subsidies per ton 33.57 30.11 27.68 27.20
Wheat for domestic food use (million tons) 25.01 24.82 24.77 24.90
Wheat subsidies for domestic food use 839.59 747.33 685.63 677.28
Wheat production value for domestic food use* 3,271.6 3,100.8 3,094.0 3,129.3
Corresponding value of wheat flour* 3,735.8 3,479.1 3,608.0 3,536.3
Corresponding value of wheat millfeeds* 396.2 447.2 315.0 310.6
value of wheat flour + value of wheat millfeeds 4,132.0 3,926.3 3,923.0 3,846.9
Share of wheat millfeeds in wheat flour+millfeeds 9.59% 11.39% 8.02% 8.07%
Wheat subsidies for millfeeds 80.52 85.12 54.99 54.66
Total feed wheat subsidies 198 252 193 174
Sources: USDA, Feed Grains Database: Yearbook Tables, http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx; Wheat data
yearbook table (http://www.ers.usda.gov/Data/Wheat/WheatYearbook.aspx#WorldSD); Environmental Working Group's Farm Subsidy
Database (http://farm.ewg.org/farm/region.php?fips=00000); US notifications to the WTO; tables 3 and 6 above.
* If, according to table 32 on the wheat, flour and millfeeds prices relationship of the wheat data yearbook table, $212.96 of wheat in 2002
corresponds to the production of $243.17 of wheat flour and $25.79 of wheat millfeeds, the $3,271.6 million of wheat production for flour in
2002 correspond to the production of $3,735.8 million of wheat flour (114.19 x 3271.6) and $ 396.20 million of millfeeds (0.1211 x 3271.6).

j) Total feed subsidies to feed grains: table 22 shows that they have doubled (2.01) from
2002 to 2005.

Table 22 – Total feed subsidies to feed grains
Subsidies in $ million 2002 2003 2004 2005

Total feed subsidies to feed grains 3,840 4,608 4,741 7,719
Sources: tables 12 to 21.

3) Rectification of the feed grains AMSs from 2002 to 2005

Drawing from the preceding tables 12 to 21, tables 24 to 28 compare the notified AMS and de
minimis with the actual total AMS subsidies to feed grains and the part of them going to feed.

To identify the extent to which the de minimis caps have been exceeded, it would be enough
to compare them with the total subsidies to feed grains, independently of the share of them
allocated to their feed use. However, as we will allocate the feed subsidies to the animal
products having consumed the feed, as the AoA article 6.2 requires us to do, it is only the non
feed component of the grains subsidies that is to be counted as PS AMS of the corresponding
grains. With the marginal case of oats which is totally devoted to feed, soybean also did not
get a PS AMS in 2002 and 2005 as the actual non feed component was lower than the de
minimis cap. Let us insist that soybean and oats subsidies are considered de minimis only
because we will transfer their feed component to the PS AMSs of animal products.

http://www.ers.usda.gov/data/feedgrains/FeedYearbook.aspx
http://www.ers.usda.gov/Data/Wheat/WheatYearbook.aspx#WorldSD
http://farm.ewg.org/farm/region.php
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a) In 2002: only cotton and rice had a notified AMS exceeding the de minimis cap but which
represented only 26.36% of the actual AMS of all the grains (non feed component, and given
that oats and soybean are de minimis).

Table 23 – Rectified PS AMS for grains in 2002
$ million Calculated

AMS
Value of

production
Notified

AMS
Actual AMS subsidies Not to feed

> dm
Amount 5% Total Of animals Of grains

Barley 3.932 606 30 dm 139 51 88 yes
Canola 0.091 163 8 dm 21 7 14 yes
Corn 187.083 20,882 1,044 dm 3,660 2,334 1,326 yes
Cotton 1,186.793 4,393 220 1,187 3,137 251 2,886 yes
Oats 0.065 212 10.6 dm 18 18 0 (dm) no
Rice 711.572 980 49 712 1,288 10 1,278 yes
Sorghum 3.908 855 43 dm 302 142 160 yes
Soybean 42.479 15,253 763 dm 1,557 818 739 (dm) no
Sunflower 0.006 295 15 dm 44 11 33 yes
Wheat 22.448 5,637 282 dm 1,616 198 1,418 yes
Total* 2,158.377 49,276 2,465 1,899 11,782 3,840 7,203 8 yes, 2 no
Sources: US notifications to the WTO; EWG data base (http://farm.ewg.org/farm/region.php?fips=00000); tables 12-22.
* The total PS AMS is not equal to the sum of PS AMS for animals and grains because the subsidies to soybeans are de minimis.

b) In 2003: no PS AMS were notified for the 10 grains but their actual PS AMS was
nevertheless 2.4 times their de minimis cap, with the exception of soybean and oats.

Table 24 – Rectified PS AMS for grains in 2003
$ million Calculated

AMS
Value of

production
Notified

AMS
Actual AMS subsidies Not to feed

> dm
Amount 5% Total Of animals Of grains

Barley 1.051 755 38 dm 149 40 109 yes
Canola 7.186 160 8 dm 36 12 24 yes
Corn 232.619 24,477 1,224 dm 4,575 2,717 1858 yes
Cotton 434.914 21,381 1,069 dm 3,728 249 3479 yes
Oats 3.408 225 11.2 dm 15 15 0 (dm) no
Rice 3.408 225 11.2 dm 1607 10 1597 yes
Sorghum 17.118 965 48 dm 323 143 180 yes
Soybean 24.592 18,014 901 dm 2,080 1,153 927 no
Sunflower 0.346 316 15.81 dm 65 17 48 yes
Wheat 107.421 7,929 396 dm 1,926 252 1674 yes
Total* 832.063 74,447 3,722 dm 14,504 4,608 9,896 8 yes, 2 no
Sources: US notifications to the WTO; EWG data base (http://farm.ewg.org/farm/region.php?fips=00000); tables 12-22.

c) In 2004:
Table 25 – Rectified PS AMS for grains in 2004

$ million Calculated AMS Value of production Notified AMS Actual AMS subsidies Not to
feed > dm

Amount 5% Total Of animals Of grains
Barley 83.009 698 35 83 217 80 137 yes
Canola 4.025 144 7 dm 19 6 13 yes
Corn 3,059.440 24,381 1,219 3,059 5,614 3,003 2,611 yes
Cotton 2,238.415 5,731 287 2,238 2,573 227 2,346 yes
Oats 2.668 178 9 dm 14 14 0 (dm) no
Rice 130.820 1,702 85 131 750 4 746 yes
Sorghum 129.720 843 42 130 407 171 236 yes
Soybean 505.949 17,895 895 dm 2,068 1,040 1,028 no
Sunflower 0 116 8 - 38 7 31 yes
Wheat 90.630 7,283 364 dm 1,632 193 1,439 yes
Total* 6,244.676 58,971 2,951 5,510 13,332 4,745 8,587 8 yes, 2 no
Sources: US notifications to the WTO; EWG data base (http://farm.ewg.org/farm/region.php?fips=00000); tables 12-22. No
notification was made for sunflower but we have nevertheless computed its production value and de minimis cap.

http://farm.ewg.org/farm/region.php
http://farm.ewg.org/farm/region.php
http://farm.ewg.org/farm/region.php
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PS AMSs have been notified for 5 grains (barley, corn, cotton, rice and grain sorghum) but
their total represented only 72.9% of the actual AMS of all grains (not taking into account the
feed part transferred to the animal products AMSs and given that soybean and oats are de
minimis).

d) In 2005: despite the high level of the notified AMSs for corn and cotton, their actual non
feed AMS has been higher and this is also the case for their feed subsidies, even if, as in the
preceding years, the soybean and oats non feed AMSs are de minimis.

Table 26 – Rectified PS AMS for grains in 2005
$ million Calculated

AMS
Value of production Notified

AMS
Actual AMS subsidies Not to

feed > dm
Amount 5% Total Of animals Of grains

Barley 46.196 528 26 46 224 55 169 yes
Canola 13.518 152 8 14 37 11 26 yes
Corn 4,490.004 22.198 1,110 4,490 10,835 6,180 4,655 yes
Cotton 1,620.699 5,695 285 1,621 4,480 349 4,131 yes
Oats 0.043 195 10 dm 12 12 0 (dm) no
Rice 132.509 1,742 87 133 668 4 664 yes
Sorghum 139.751 737 37 140 568 202 366 yes
Soybean 69.168 17,269 863 dm 1,522 722 800 (dm) no
Sunflower - 488 24 - 55 10 45 yes
Wheat 28.924 7,171 359 dm 1,562 174 1,388 no
Total* 6,540.812 56,175 2,809 6,311 19,963 7,719 11,444* 8 yes, 2 no
Sources: US notifications to the WTO; EWG data base (http://farm.ewg.org/farm/region.php?fips=00000), tables 12-22. No
notification was made for sunflower but we have nevertheless computed its production value and de minimis cap.
* The total PS AMS is not equal to the sum of PS AMS for animals and grains because the subsidies to soybeans are de minimis.

e) Recapitulation for 2002 to 2005: for the whole period the notified PS AMSs of the 10
grains have represented only 39% of their actual non feed AMSs and 63.4% of the actual
subsidies to their feed component.

Table 27 – Rectified PS AMS for grains partially used as feed in the US from 2002 to 2005
$ million Calculated

AMS
Value of production Notified

AMS
Actual AMS subsidies Not to

feed > dm
Amount 5% Total Total Of animals Of grains

2002 2,158.377 49,276 2,465 1,899 11,782 3,840 7,203 8 yes, 2 no
2003 832.063 74,447 3,722 dm 14,504 4,608 9,896 8 yes, 2 no
2004 6,244.676 58,971 2,951 5,510 13,332 4,745 8,587 8 yes, 2 no
2005 6,540.812 56,175 2,809 6,311 19,963 7,719 11,444 8 yes, 2 no
Total* 15,775.928 238,869 11,947 13,720 59,581* 20,912 37,130* 8 yes, 2 no
Sources: US notifications to the WTO; EWG data base (http://farm.ewg.org/farm/region.php?fips=00000), tables 24-27.
* The total PS AMS is not equal to the sum of PS AMS for animals and grains because the subsidies to soybeans are de minimis in 2002 and
2005.

f) Conclusion: the fact that most feed grains, except soybean and oats, have got actual AMSs
has a large unexpected consequence on the level of the allowed PS de minimis, which is 5%
of the production value of the products without PS AMSs. Above all the large amount of feed
subsidies will confer PS AMS to all meats which have not been notified at all, except
marginally in 2002 for sheep and lamb.

However, the transfer to the PS AMSs of the main subsidies notified in the NPS AMS (CCPs
and crop insurance) and in the green box (PFCs and fixed direct payments) would reduce
significantly the actual NPS AMS which would then fall below its de minimis cap. But, as
almost all the other NPS AMS components could be transferred to the PS AMS, the end result
on the actual total AMS would be almost the same.

http://farm.ewg.org/farm/region.php
http://farm.ewg.org/farm/region.php
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IV – The under-notification of the animal products AMSs

Feed grains subsidies are conferring PS AMSs to the animal products fed with the subsidized
feed which is an input subsidy that the developed countries must notify in the amber box
(AoA Article 6.2).

1) Methodology

To distribute the feed subsidies among the various types of animal products (table 29), we
will assume that this distribution is similar to that of the feed they have consumed (table 28).
To get this one we use the share of each animal in the total grain-consuming animal units
derived from the USDA indexes of grain-consuming animal units. According to USDA "An
animal unit is based on the dry-weight quantity of a feed consumed by the average milk cow during the
base period. A set of factors is developed for each type of livestock and poultry by relating feed
consumption for each type of livestock to the feed consumed by the average milk cow"47. The USDA
indexes are given in million pounds of feed units, a feed unit being equivalent to the feeding
value of a pound of corn with 78.6 percent total digestible nutrients.

Table 28 – Distribution of the total grain-consuming animal units among the types of animals
2002 2003 2004 2005

Dairy 11.66% 11.23% 11.29% 11.25%
Cattle 27.27% 27.88% 27.58% 27.91%
Hogs 26.14% 26.10% 26.22% 26.25%
Poultry 34.21% 34.08% 34.16% 33.89%
Other livestock 0.72% 0.72% 0.71% 0.70%
Total 100% 100% 100% 100%
Source: data derived from the transformation of table 30 of USDA Feed grains data base on "Indexes of feed-consuming animal units"
(http://www.ers.usda.gov/data/feedgrains/StandardReports/YBtable30.htm)

Table 29 – Distribution of the total feed subsidies among the types of animal products
2002 2003 2004 2005

Total of table 27 3,840 4,608 4,745 7,719
Dairy 448 517 536 868
Cattle 1,047 1,285 1,304 2,154
Hogs 1,004 1,203 1,244 2,026
Poultry 1,314 1,570 1,621 2,616
Other livestock 28 33 34 54
Source: data derived from the transformation of table 30 of USDA Feed grains data base on "Indexes of feed-consuming animal units"
(http://www.ers.usda.gov/data/feedgrains/StandardReports/YBtable30.htm)

The allocation of feed subsidies is more complex between dairy and cattle than for hogs and
poultry. As dairy has already got a large PS AMS because of its market price support, we are
more concerned with red meat cattle.

2) Red meat cattle AMS

Besides the subsidies already identified at the level of feed grains, we must add the subsidies
granted to dairy and meat cattle which are the only ones to consume hay and grass. We
assume that irrigation subsidies on pasture lands ($71.1 million), grazing subsidies ($123
million) and assurance subsidies on rangeland (from $2 to $13 million) can be allocated
entirely to cattle (bovine meat cattle + sheep & goats) and that hay subsidies can be allocated
to dairy and cattle in proportion of their respective grain-consuming animal units (from table
28). But first we have to evaluate the total hay subsidies (table 30).

47 USDA, http://www.ers.usda.gov/Data/feedgrains/Documentation.aspx

http://www.ers.usda.gov/data/feedgrains/StandardReports/YBtable30.htm
http://www.ers.usda.gov/data/feedgrains/StandardReports/YBtable30.htm
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Table 30 – Subsidies to hay and rangeland
$ million 2002 2003 2004 2005

Production of alfalfa (million tons) 73.014 76.273 75.481 76.149
       "      of other hay        " 76.453 81.312 82.766 74.868
Total hay production         " 149.467 157.585 158.247 151.017
Price of all hay ($/ton) 92.40 85.50 92.00 98.20
Value of hay production 1,381 1,347 1,456 1,483
5%                   "   (de minimis cap) 69 67 73 74
Irrigation subsidy (from table 9) 268 268 268 268
Agricultural loan subsidy (from table 6) 4 4 4 4
Agricultural fuel subsidy (from table 8) 17 15 15 15
Total hay subsidies 289 287 287 287
Crop insurance subsidies to rangeland 3 3 2 13
Total hay and rangeland subsidies 292 290 289 300
Hay and rangeland subsidies larger than de minimis yes yes yes yes

Table 31 – Distribution of the hay subsidies between dairy and cattle
2002 2003 2004 2005

Dairy (from table 29) 11.66% 11.23% 11.29% 11.25%
Cattle         " 27.27% 27.88% 27.58% 27.91%
Sum of dairy and cattle 38.93% 39.11% 38.87% 39.16%
Share of dairy in hay subsidies 29.95% 28.71% 29.05% 28.72%
Share of cattle           " 70.05% 71.29% 70.95% 71.28%
Hay irrigation subsidies to dairy ($ million) 87 82 84 86
Hay irrigation subsidies to cattle      " 205 208 205 214

Above all we should add several subsidies to various cattle disaster assistance programs as the
US has calculated at least one of them for "cattle and calves" in its 2002 notification, for $136
million, with the following justification: "The 2002 cattle feed assistance program provided
short-term emergency feed assistance to eligible beef cow-calf operations in four states
suffering severe drought.  The program was intended to prevent liquidation of foundation beef
herds. The Commodity Credit Corporation (CCC) provided nonfat dry milk stocks at nominal
cost to eligible feed suppliers and producers to be used for manufacturing feed. The feed was
then purchased by eligible operators using feed credits provided by the program.  The
program operated under provisions of Sect. 165 of the 1996 Farm Act (PL 104-127) and
Section 32 of the Agricultural Adjustment Act of 24 August 1935".

However we do not see the logic behind the fact that the US has notified this Cattle Feed
assistance Program (CFP) in the amber box in 2002 while notifying at the same time in the
green box $100 million for the Livestock Assistance Program (LAP) for 2002, $267 million for
2003, $267 million again for 2004 and $28 million for 2005 (mainly for the Gulf hurricane).

A US GAO (General Accounting Office)'s letter to Congress of 14 April 2005 confirms the
level of subsidies notified (in the green box) for the LAP: "CCC estimates the 2003/2004 LAP
will make payments totaling approximately $500 million. Actual outlays could range from
around $475 million to $584 million"48.

An Audit Report of September 2005 of the USDA Office of the Inspector General brings
some light on the unintentional reason why some livestock assistance subsidies have been
notified in the amber box when it writes: "We noted that LCP-II payments of about $159
million were issued to livestock producers in non drought-declared counties"49, which a

48 US GAO Letter to the Committees on agriculture of the Senate and House of Representatives, with the subject: "Department of
Agriculture, Commodity Credit Corporation: 2003 and 2004 Livestock Assistance Program", April 14, 2005.
49 USDA, www.healthydairyindustry.org/pdf/OIG%20Catfish%20Audit%20Report.pdf

http://www.ers.usda.gov/Data/feedgrains/Documentation.aspx
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Washington Post article echoed under the title: "No Drought Required For Federal Drought
Aid. Livestock Program Grew To Cover Any 'Disaster'"50.

In any case, as feed subsidies are input subsidies not exempted from reduction for the
developed countries, there is a good case to put them in the amber box. If one should not
lament on this type of subsidies for Northern ranchers and farmers suffering from natural
disasters, we must acknowledge that only Northern farmers can avail of them since poor
countries do not have the budgetary means to show such a solidarity. As, furthermore, natural
disasters are generally much more frequent and profound in DCs and as their farmers cannot
avail as much of the investments allowing to mitigate their impact (irrigation, drainage, dikes,
pesticides…), clearly these subsidies contribute to increase the competitiveness of Northern
agricultural products in relation to that of Southern ones, which is the broad economic
definition of protection and of a trade-distorting support, at least if the benefiting products are
exported.

Of course we could wonder why we do not have add also the disaster payments paid to grains
growers, who furthermore collected much larger payments than ranchers. The more so, as
underlined by the USTR Chief Agricultural negotiator Joe Glauber, already quoted:
"Subsidies for crop insurance have averaged more than $3 billion a year since 2002, and
annual disaster payments have averaged more than $2 billion. Moreover, much of the
disaster assistance goes to producers who also are receiving crop insurance indemnity
payments. The result, as the title of this paper suggests, is “double indemnity.”"11. If we have
limited ourselves to the livestock disasters subsidies, for conservative reasons, it is also
because the US has notified some of them in the amber box.

But let us quote additional facts in the quoted USDA-OIG report: "Within the 4 eligible States
for the 2002 CFP, approximately 50,000 livestock producers received nearly $137 million in
feed credits for about 6 million head of livestock. A total of 242 million pounds of NDM was
shipped to over 1,800 feed dealers for the 2002 CFP and transportation costs associated with
these distributions of NDM totaled over $6 million. The 2003 assistance was administered by
12 State Departments of Agriculture and 7 Native American Tribal Governments and
approximately 330 million pounds of NDM was distributed through November 2004. The LCP
[Livestock Compensation Program] was administered in 2,149 counties, with eligible
livestock producers receiving over $857 million in payments. LCP-II was expanded to make
over 700 additional counties eligible and LCP-II payments totaled over $230 million".

For the period January 2005 to February 2007, a Congressional Research Service (CRS)'s
report of 29 May 2007 states: "CBO [Congressional Budget Office] estimates the cost of the
LCP provision at $1.2 billion. Payments are to be made to producers of beef, dairy, sheep,
goats, and catfish, in any county that was declared a disaster area by the President or
Secretary of Agriculture between January 1, 2005, and February 28, 2007, with payments
limited to one year of losses. To save money, the bill limits the payment rate to 61% of the
payment rate used in previous years".

And we do not add several programs of disposals of the CCC's Surplus Non-fat Dry Milk for
cattle51.

50 Gilbert M. Gaul, Dan Morgan and Sarah Cohen, No Drought Required For Federal Drought Aid. Livestock Program Grew To Cover Any
'Disaster', July 18, 2006, http://www.washingtonpost.com/wp-dyn/content/article/2006/07/17/AR2006071701237.html
51 http://content.fsa.usda.gov/pas/FullStory.asp?StoryID=1774
http://www.fsa.usda.gov/FSA/newsReleases?area=newsroom&subject=landing&topic=pfs&newstype=prfactsheet&type=detail&item=pf_20
030401_insup_en_ndmsale03.html

www.healthydairyindustry.org/pdf/OIG%20Catfish%20Audit%20Report.pdf
http://www.washingtonpost.com/wp-dyn/content/article/2006/07/17/AR2006071701237.html
http://content.fsa.usda.gov/pas/FullStory.asp
http://www.fsa.usda.gov/FSA/newsReleases


35

If we recoup all these data to estimate the minimal feed subsidies for livestock disasters per
year, we arrive at the following amounts:

Table 32 – Estimates of subsidies to cattle disasters programs
2002 2003 2004 2005

Cattle Feed Program (CFP) (137 as dm) 143
Livestock Assistance Program (notified in GB) 100 267 267
Livestock Compensation Program (with LCP-II) 362 362 362 554
Livestock Indemnity Program 13
Total 605 619 619 567
Sources: quoted above.

Incidentally we see that the US does not hesitate to lie even in the notification of its green box
subsidies.

Finally table 32 show that the total amber subsidies to cattle (including sheep and goats) has
always exceeded the de minimis level so that the US should have notified its PS AMS, with
the result that the production value of products without PS AMS has been reduced
significantly.

Table 33 – Total cattle & sheep-goats PS AMS
2002 2003 2004 2005

Value of production 27,397 32,505 35,242 37,082
    " 5% : de minimis PS AMS 1,487 1,626 1,763 1,854
Calculated AMS for livestock and sheep* 1.132 1 16 -
Agricultural fuel subsidies (table7) 339 362 341 341
Agricultural loans subsidies (table 5) 86 92 86 86
Cattle disasters programs (table 32) 605 619 619 567
Feed subsidies (table 29) 1,047 1,285 1,304 2,154
Grazing subsidies 123 123 123 123
Hay irrigation subsidies (table 31) 205 208 205 214
Irrigation on pasture land subsidies 71 71 71 71
Crop insurance subsidies to rangeland 3 3 2 13
Total PS AMS of cattle (including sheep&goats) 2,480 2,764 2,767 3,569
* The notified $136 million for cattle and calves in 2002 have been added to the following item.

Table 34 – Additional dairy AMS and revised dairy AMS
$ million 2002 2003 2004 2005

Value of production 20,720 21,381 27,568 26,874
    " 5% : de minimis PS AMS 1,036 1,069 1,378 1,344
Notified AMS 6.305 4,737 4,663 5,149
Agricultural fuel subsidies (table7) 256 238 290 290
Agricultural loans subsidies (table 5) 65 61 74 74
Less cattle feed program transferred to cattle -136
Feed subsidies from table 29 448 517 536 868
Hay irrigation subsidies to dairy 87 82 84 86
Additional subsidies to the notified dairy AMS 720 898 984 1,318
New dairy AMS 7,025 5,635 5,647 6,467
Sources :http://usda.mannlib.cornell.edu/usda/nass/MilkProdDi//2000s/2004/MilkProdDi-04-28-2004.pdf
http://usda.mannlib.cornell.edu/usda/nass/MilkProdDi//2000s/2006/MilkProdDi-04-27-2006.pdf
http://usda.mannlib.cornell.edu/usda/current/MilkProdDi/MilkProdDi-04-27-2007.pdf

3) Hogs and poultry AMSs

As hogs and poultry are only fed from grains, the identification of their PS AMS is clear cut.
For all years their PS AMS exceeds largely their allowed de minimis cap, so that the

http://usda.mannlib.cornell.edu/usda/nass/MilkProdDi//
http://usda.mannlib.cornell.edu/usda/nass/MilkProdDi//
http://usda.mannlib.cornell.edu/usda/current/MilkProdDi/MilkProdDi-04-27-2007.pdf
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production value of hogs and poultry will be added to the production value of products with
PS AMS.

Table 35 – Hogs and poultry AMSs
2002 2003 2004 2005
Hogs AMS

Production value 8,691 9,663 13,072 13,607
    " 5% : de minimis PS AMS cap 435 483 654 680
Feed subsidies (table 29) 1,004 1,203 1,244 2,026
Agricultural fuel subsidies (table7) 107 108 147 147
Agricultural loans subsidies (table 5) 27 28 37 37
Total hogs AMS 1,138 1,339 1,428 2,210

Poultry AMS
Production value 20,501 23,295 28,857 28,174
    " 5% : de minimis PS AMS cap 1,025 1,165 1,443 1,409
Feed subsidies from table 29 1,314 1,570 1,621 2,616
Agricultural fuel subsidies (table7) 253 259 306 306
Agricultural loans subsidies (table 5) 65 67 78 78
Total poultry AMS 1,632 1,896 2,005 3,000
Sources: http://usda.mannlib.cornell.edu/usda/nass/MeatAnimPr//2000s/2004/MeatAnimPr-04-28-2004.pdf
http://usda.mannlib.cornell.edu/usda/nass/PoulProdVa//2000s/2004/PoulProdVa-04-29-2004.pdf
http://usda.mannlib.cornell.edu/usda/nass/MeatAnimPr//2000s/2005/MeatAnimPr-04-28-2005.pdf
http://usda.mannlib.cornell.edu/usda/nass/PoulProdVa//2000s/2005/PoulProdVa-04-29-2005.pdf
http://usda.mannlib.cornell.edu/usda/nass/MeatAnimPr//2000s/2006/MeatAnimPr-04-27-2006.pdf
http://usda.mannlib.cornell.edu/usda/nass/PoulProdVa//2000s/2006/PoulProdVa-05-18-2006_revision.pdf
http://usda.mannlib.cornell.edu/usda/current/MeatAnimPr/MeatAnimPr-04-27-2007.pdf
http://usda.mannlib.cornell.edu/usda/current/PoulProdVa/PoulProdVa-04-27-2007_revision.pdf

*
*    *

http://usda.mannlib.cornell.edu/usda/nass/MeatAnimPr//
http://usda.mannlib.cornell.edu/usda/nass/PoulProdVa//
http://usda.mannlib.cornell.edu/usda/nass/MeatAnimPr//
http://usda.mannlib.cornell.edu/usda/nass/PoulProdVa//
http://usda.mannlib.cornell.edu/usda/nass/MeatAnimPr//
http://usda.mannlib.cornell.edu/usda/nass/PoulProdVa//
http://usda.mannlib.cornell.edu/usda/current/MeatAnimPr/MeatAnimPr-04-27-2007.pdf
http://usda.mannlib.cornell.edu/usda/current/PoulProdVa/PoulProdVa-04-27-2007_revision.pdf
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Part III – The US allowed and applied OTDS cannot be reduced during the Doha Round

I – The applied PS AMS from 2002 to 2005

Let us recapitulate the actual PS AMS, compared with the US notifications (table 11). We
rectify first the under-notified AMSs for grains, then the grains notified without PS AMS
because of supposedly lower than the de minimis (oats, sunflower, wheat), then hay AMS not
notified at all, then the meats AMSs not notified and finally additional subsidies to the
notified dairy AMS.

Finally the actual PS AMS have been on average of $23.722 billion from 2002 to 2005,
against a notified average of $10.295 billion, i.e. 2.3 times more than the notified level.
Furthermore the average excess over the allowed Final Bound Total AMS (FBTA) has been
of $4.619 billion. How then could the US cut its allowed FBTA by 60%, i.e. to $7.641 billion,
as it would imply a cut of 67.8% from the applied total AMS of 2002-05?

Table 36 – Rectified US product-specific AMSs from 2002 to 2005
$ million 2002 2003 2004 2005

Rectification of the notified product-specific AMSs
Barley 88 109 137 169
Chickpeas - - - -
Corn 1,326 1,858 2,611 4,655
Cotton 2,886 3,479 2,346 4,131
Dairy (as notified, before rectification) 6,305 4,737 4,663 5,149
Dry peas - 14 32 37
Lentils 2 - - 11
Canola 14 24 13 37
Crambe - - - -
Safflower 2 - - -
Mohair 5 4 3 2
Peanuts 66 - - 89
Rice 1,278 1,597 746 664
Sheep and lamb 23 - - -
Sorghum 160 180 236 366
Soybean dm 927 1028 dm
Sugar 1,328 1,250 1,282 1,199
Wool 8 7 7 7
Sub-total of notified PS AMSs 13,491 14,186 13,104 16,516

PS AMSs of grains and hay not notified with PS AMSs
Sunflower 33 48 31 55
Wheat 1,418 1,674 1,439 1,562
Hay 292 290 289 300
Sub-total 1743 2012 1759 1929

The actual total PS AMSs without meats
15,234 16,198 14,863 18,445

The actual PS AMSs of meats
Red meat cattle 2,480 2,764 2,767 3,569
Hogs 1,138 1,339 1,428 2,210
Poultry 1,632 1,896 2,005 3,000
Additional subsidies to dairy AMS 720 898 984 1,318
Sub-total 5,970 6,897 7,184 10,097

The actual total PS AMS and the excess over the notified PS AMS and the Final Bound Total AMS
Actual total PS AMS 21,204 23,095 22,047 28,542
Notified PS AMS (table 11) 9,637 6,950 11,629 12,964
Excess over the notified PS AMS 11,567 16,145 10,418 15,578
Excess over the Final Bound Total AMS of $19,103 million 2,101 3,992 2,944 9,439
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II – The applied and allowed overall trade-distorting domestic support: 2002-2005

1) Actual product-specific de minimis (PSdm)
To calculate the applied PSdm, we must add the PSdm of the many small products that we
have not taken into account to the PSdm found for the products investigated, which is limited
to the PSdm of soybean in 2002 and 2005. We get an average PSdm of $341 million from
2002 to 2005.

Table 37 – Actual product-specific de minimis from 2002 to 2005
$ million 2002 2003 2004 2005

Remaining notified PSdm on small grains not considered in this analysis 74.213 41.622 28.514 1.119
Soybean PSdm 592 - - 625
Total actual PSdm 666 42 29 626

2) Actual non-product-specific de minimis (NPSdm)
The actual NPS AMS is the rest of the revaluation of its different items after their imputation
to the PS AMSs of the grains and animal products made previously, as shown in table 38. As
long as it remains lower than 5% of the value of the whole agricultural production (VOP), it is
then considered as the applied NPSdm.

It is straightforward to do it for subsidies to agricultural loans, agricultural fuel, crop
insurance and irrigation. It seems more complex for the counter-cyclical payments (CCPs),
the production flexibility contract payments (PFCs) and fixed direct payments. However,
these payments are for the "covered commodities" which embrace most products incorporated
in this analysis – wheat, corn, grain sorghum, barley, oats, rice, upland cotton, soybeans,
peanuts and other oilseeds (sunflower seed, rapeseed, canola, safflower, flaxseed, mustard
seed) – with the exception of peanuts and some minor oilseeds (safflower, flaxseed, mustard
seed).

Unfortunately the Environment Working Group database does not give the detailed PFCs,
direct payments and CCPs per product per year but we can guess it. It says that total peanuts
subsidies amounted to $2,297 million from 2000 to 2005 (of which 47.7% in 2002, 23.5% in
2003, 9.3% in 2004 and 12.0% in 2005), of which $520 million in CCPs and $276 million in
direct payments, i.e. $796 million for both, which started in 2002. Applying the same
distribution over years for direct payments and CCPs than for all peanuts subsidies, we get to
the figures in table 38.

Table 38 – Actual non-product-specific de minimis (NPSdm)
$ million 2002 2003 2004 2005

Crop insurance subsidies 802 764 1,058 633
Agricultural loans subsidies 210 188 186 186
Agricultural fuel subsidies 819 748 721 718
Irrigation subsidies 238 238 238 238
Peanuts direct payments and CCPs 410 202 80 103
Actual NPS de minimis 2,479 2,140 2,283 1,878

We see that the average applied de minimis NPS has been of $2.195 billion from 2002 to
2005, much below the allowed level so that it is not added to the applied total AMS.

3) Comparison of the notified and rectified total AMS, PSdm, NPSdm & applied OTDS

Finally we see that the US actual OTDS has exceeded on average the data of its notified
components (the OTDS has such is not to be notified as this concept was only established by
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the Framework Agreement of 31 July 2004) by 65.4%: $26.258 billion against $15,880
billion.

Table 39 – Comparison of the notified and rectified total AMS, PSdm, NPSdm and OTDS
$ million 2002 2003 2004 2005

Notified total AMS, product-specific (PS) de minimis, non-product-specific (NPS) de minimis and applied OTDS
Calculated AMS before de minimis 11,227.174 7,386.188 12,308.738 13,055.365
Notified PS AMS and total AMS 9,637.199 6,950.026 11,628.924 12,937.599
Notified PS de minimis (PSdm) 1,589.975 436.162 679.814 117.766
Notified NPS de minimis (NPSdm) 5,100.736 2,800.693 5,777.834 5,862.290
Applied OTDS (total AMS + PSdm + NPSdm) 16,327.910 10,186.881 18,086.572 18,917.655
         "                (rounded) 16,328 10,187 18,087 18,918

Rectified total AMS, PSdm, non-product-specific (NPS) de minimis and applied OTDS
Rectified total PS AMS & total AMS (table 36) 21,204 23,095 22,047 28,542
PS de minimis (table 37) 666 42 29 626
NPS de minimis (table 38) 2,479 2,140 2,283 1,878
Applied OTDS 24,349 25,277 24,359 31,046

Gap between the US OTDS resulting from its notifications and its actual level
Excess of the actual OTDS over the US data 8,021 15,090 6,272 12,128
Source: US notifications to the WTO and our preceding calculus.

Therefore we do not see how, given furthermore the present paralysis of the Doha Round
negotiations in Geneva, the US Chief agriculture Negotiator Joe Glauber has for the first time
agreed as a possible negotiating base the Agriculture Chair Crawford Falconer's proposal that
the US would cut its OTDS in the range of $13-16.4 billion. Even if this range remains short
of the G-20 and EU demands. Indeed in his press conference of 5 October 2007 Joe Glauber
recognized that "In five of the past eight years our OTDS levels would have exceeded the
upper range that is mentioned in the Faulkner text; that is the $16.4 billion. And that's one
reason we believe that even the upper end of the range provides an effective cut in domestic
support. Let me just say that we've indicated our willingness in the past to work within the
chairman's text".

What is the most disturbing however is that the other Members do not challenge the US
notifications. That the EU does not question them is too obvious as its own notifications could
be challenged even more easily than the US ones. But that the developing countries Members
do not question them openly in the negotiations is the most worrying, even if Brazil is
questioning them in the case it has recently introduced at the WTO Dispute Settlement Body.

Let us remember however that the cut in OTDS is not to be done on the basis of the 2002-
2005 period but that Members have agreed to do it on the basis of the 1995-2000 period, the
US being alone in demanding to take the 1999-2001 period. Even if the AoA rules would
demand that the base period should not begin before 2001 – since the Final Bound Total AMS
(FBTA) was only reached the 31 December 2000 – and could easily be extended over the
years 2001-2005 since the data are available and have already been notified by the US.

More precisely, the US had proposed the 10 October 2005 to reduce, at the end of the Doha
Round implementation period, by 60% its FBTA – i.e. from $19.103 billion to $7.641 billion
–, and to cap at 2.5% of the whole agricultural production value (VOP) the two de minimis
and the Blue Box and to cut by 53% its allowed OTDS in relation to their allowed levels in
the 1999-2001 base period.

Which has led the US to claim that the allowed OTDS in the 1999-2001 base period was of
47.741 – 19.103 (FBTA) + 9.546 (NPSdm) + 9.546 (PSdm) + 9.546 (BB) –, leading to an
allowed OTDS of $22.438 billion at the end of the Doha Round implementation period. And
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the figures for the 1995-00 base period would not change much, with an allowed OTDS of
$48.224 billion: 19.103 (FBTA) + 9.707 (NPSdm) + 9.707 (PSdm) + 9.707 (BB) leading to
an allowed amount of $22.665 billion at the end of the implementation period.

However, beyond the choice of the base period, the real issue is the US and EU unwillingness
to comply with the AoA Article 6.4 rule on the calculus of the allowed PSdm, both pretending
that it is equal to 5% of the VOP as for the NPSdm when it is only 5% of the production value
of products without PS AMS.

Table 40 shows that, for an average whole agricultural production value (VOP) of $220.685
billion from 2002 to 2005, the average notified production value of products with PS AMSs
has been of $46.169 billion, implying a production value of products without PS AMSs of
$174.516 billion, hence an allowed PSdm of $6.981 billion. However the actual average
value of products with PS AMSs has been of $152.414 billion, implying a production value of
products without PS AMSs of $68.271 billion, hence an allowed PSdm of $3.414 billion.

Table 40 – US notified and actual production value of products with PS AMSs and PSdm
$ billion 2002 2003 2004 2005

Value of the whole agricultural production (VOP) 194.572 216.478 235.688 236.001
According to the US notifications on the products with PS AMSs

Value of products with PS AMSs: 29.208 31.646 62.952 60.868
Value of products without PS AMSs 165.364 184.832 172.736 175.133
5% of       "            : allowed PSdm 8.268 9.242 8.637 8.757

According to the actual products with PS AMSs
Value of feed grains with PS AMSs (table 27) 49.276 74.447 58.971 56.175
Production value of red meat cattle (table 33) 27.397 32.505 35.242 37.082
Production value of hogs (table 35) 8.691 9.663 13.072 13.607
Production value of poultry (table 35) 20.501 23.295 28.857 28.174
Value of other products notified with PS AMSs 28.004 23.401 20.289 21.008
Total value of products with PS AMSs 133.869 163.311 156.431 156.046
Value of products without PS AMSs 60.703 53.167 79.257 79.955
5% of       "            : allowed PSdm 3.035 2.658 3.963 3.998

Table 41 shows that the actual allowed OTDS at the end in the base periods 1999-2001 and
1995-2000 and at the end of the Doha Round implementation period are clearly lower once
taken into account the much lower level of the PS de minimis support, as a result of the lower
level of the production value of products without PS AMSs. The more so as it is the sum of
the reductions of the four OTDS components which prevails when it is lower then the 53%
reduction in the OTDS, according to paragraph 8. Knowing that the US has proposed to cut its
de minimis support and blue box to 2.5% of the whole agricultural production value at the end
of the Doha Round implementation period.

Tableau 41 – Comparison of the average actual OTDS in 2002-2004 with the allowed OTDS in 1999-2001 and 1995-2000
Average applied OTDS in the 2002-04 period: $26.258 billion [23.722 (FBTA) + 341 (PSdm) + 2.195 (NPSdm)]

Allowed OTDS with the 1999-2001 base period at the beginning and the end of the Doha Round implementation period
1999-2001: 19.103 (FBTA) + 9.546 (NPSdm) + 3.002 (PSdm) + 9.546 (BB) = 41.197. With 53% cut: 41.197 x 47% = 19.363

Allowed sum of 4 components at end of implementation: 7.641 (FBTA - 60%) + 4.773 (NPSdm) + 1.501 (PSdm) + 4.773 (BB) = 18,688
1995-2000: 19.103 (FBTA) + 9.707 (NPSdm) + 4.358 (PSdm) + 9.707 (BB) = 42.875. With 53% cut: 42.875 x 47% = 20.151

Allowed sum of 4 components at end of implementation: 7.641 (FBTA - 60%) + 4.854 (NPSdm) + 2.179 (PSdm) + 4.854 (BB) = 19.528

The comparison of the allowed levels of OTDS at the end of the implementation period –
$18.688 billion with the 1999-2001 base period and $19.528 billion with the 1995-2000 base
period – with the $26.258 billion of average actual OTDS in 2002-2005 shows the
insuperable reduction effort that the EU would have to make to meet its offer.


