[image: image2.emf]



Analysis of the Chair Falconer's 8 papers on agricultural market access

Jacques Berthelot (berthelot@ensat.fr), Solidarité (http://solidarite.asso.fr) 
1 February 2008

Although paragraph 3 of the Framework Agreement of 31 July 2004 states that "The reforms in all three pillars form an interconnected whole and must be approached in a balanced and equitable manner", the Chair of the WTO Special Session of the Committee on Agriculture has chosen to present, between 21 December 2007 and 4 January 2008, 16 working documents on the issue: 4 on domestic supports, 4 (in fact 2) on export competition and 8 on market access. Even if he intends to circulate a comprehensive paper in few days, there is little hope that it would be more integrated that his preceding "Draft possible modalities" of 22 June 2006 and that the first and second instalments of his communications of 30 April and 25 May 2007. 

We will show that the Chair's proposals on market access are totally unfair to DCs as they should be obliged to cut their tariffs by 2/3 of the developed countries' cuts in each band, even if their bands are enlarged (working document n°9): 0-30% (instead of 0-20%); 30-80% (instead of 20-50%), 80-130% (instead of 50-90%) and higher than 130% (instead of higher than 90%). Incidentally, these proposals contradict the EU and US proposals that the agricultural tariffs shall be capped at 100% for developed countries and 150% for developing countries (DCs).    

Yet an integrated approach of the three pillars of the agricultural negotiations is all the more necessary that the rules of the game are blantantly unfair for DCs on a long series of grounds, among which: 

I – The huge misunderstanding about the actual levels of agricultural protection. 

II –The developed countries can minimize the impact of tariff reduction, the DCs cannot 

III – The proposals on tariffs simplification, Special Products and the Special Safeguard Mechanism cannot replace the necessity to rebuild the AoA on food sovereignty 

I – The huge misunderstanding about the comparison of the actual levels 
of agricultural protection between the developed and developing countries
There is a huge misunderstanding about the significance and comparison of the levels of agricultural protection between the developed countries and DCs and the confusion goes beyond the distinction between bound versus applied tariff or simple versus weighted tariff. We will analyze two points:

1) Bound and applied tariffs

2) The applied agricultural tariffs of the developed countries are much higher than those of DCs on the basic staples

1) Bound and applied tariffs

For CEPII, if the bound (i.e. MFN: Most Favoured Nation tariff, which does not take into account the preferential lower tariffs) unweighted average agricultural tariff has reached 98% in 2001 for the LDCs, 52% in the DCs and 27% in the developed countries – which has accredited the idea that the agricultural tariffs were much higher in DCs than in developed countries –, the applied average tariffs are much closer between the LDCs (16%), the DCs (20%) and the developed countries (17%)
. 

We see that the gap between the average bound and applied tariffs – the "binding overhang" – is quite large in DCs and LDCs and small in the developed countries. According to M.H. Bchir et al., the average binding overhang is of 3.6% for the developed countries (of which 2.5% for the EU and 0.3% for the US), against 29.2% for DCs (of which 76% for India) and 87.1% for LDCs
. Therefore for the US and EU the applied agricultural tariffs are practically the same as the bound tariffs. For the EU the binding overhang is limited to cereals (3.7%), fruits (4.8%), vegetables (2.9%) and fruits and vegetables preparations (0.8%)
.    

However, if we take into account the preferential tariffs actually used, the EU average applied tariff dropped in 2000 to 10.5% against an average MFN tariff of 20.7%
.

Admittedly, the much higher bound average agricultural tariffs of LDCs and DCs should benefit them in the negotiated reductions which would be based on the bound levels, not on the applied levels. However there is a huge gap between what the WTO is allowing its Members to do and what the other institutional players have been forcing them to do: beyond the traditional IMF and World Bank conditionalities having forced DCs to cut drastically their applied tariffs, many bilateral agreements such as the EPAs (Economic Partnership Agreements between the EU and ACPs) have forced most DCs and particularly the LDCs to lower much their agricultural tariffs. And we know that the IMF
 and World Bank
 are insisting that, in order to avoid large trade diversions in favour of the EU in the EPAs, the ACPs would have to cut also drastically their tariffs on their imports from third countries
.
2) The applied agricultural tariffs of the developed countries are much higher than those of DCs on the basic staples
a) The simple (unweighted) average of all MFN agricultural tariff lines and their distribution between bands

The following graph shows the median and mean agricultural MFN tariffs of the US, EU and Japan, according to USDA. The mean is respectively of 11.8%, 30.1% and 58.5%.
According to USDA, "About 2 percent (24 tariff-lines) of the U.S. schedule consists of tariffs above 100 percent, with the highest rate equalling 350 percent. For the EU the figures are 8 percent (141 lines) with a high rate of over 500 percent, while 11 percent (142 lines) of Japan’s schedule is made up of megatariffs, with the highest rate exceeding 2,000 percent"
.
However, according to OECD, the mean tariffs are somewhat different: 14.4% for the US, 29.5% for the EU and 43.7% for Japan
.
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b) The low significance of the unweighted average of all agricultural tariff lines

However, when USDA adds that "Only 21 percent of U.S. tariffs are greater than the mean, while in the EU’s schedule only 28 percent of all tariffs exceed the mean", it muddles the issue. 
First because, when we speak of the mean of bound tariffs in general, we speak of a simple (or unweighted) average of all tariff lines. But the average EU and US agricultural tariffs are meaningless because 19% and 21% of their tariff lines are duty-free and because, besides, many tariff lines do not correspond to any import either because some products with low tariffs do not meet any demand or because the tariff is too high and deterrent.   
c) The imports weighted average tariff is misleading
Above all, even the often used weighted average tariff is misleading because the tariffs are weigthed according to the corresponding actual imports so that the average does not take into account the highest tariffs which have a deterrent effect on imports.

d) Only the consumption weighted average agricultural tariff would measure the actual protection but it is not calculated

The simple average of tariff lines and the imports weighted average of tariff lines do not tell anything about the weight of the tariffs of the most significant products in the average diet. Indeed the agricultural tariffs of the developed countries, particularly the EU (not to speak of Japan), are much higher than those of DCs and LDCs on the staples constituting the core of the diet: cereals, sugar, meats, dairy, fruits and vegetables.
In the US 21% of the 1821 agricultural tariff lines are imported duty-free but the average MFN tariff for the 244 tariff lines on dairy is 43% with 7 lines above 100% and the average tariff of the sugar and sweeteners tariff lines is 46% with 5 lines above 100%.      
The EU's unweighted average MFN tariff of its 2,202 agricultural tariff lines is of 22.9%. But, as 425 lines (19.3% of total) are duty free, the mean of the 1777 lines with a positive tariff is of 28.3%. For frozen meat (beef, pork, poultry) the mean tariff is of 66% but 66 tariff lines of meats exceed 100%; the mean tariff is of 87% for dairy but 41 tariff lines exceed 100%; for cereals and cereal products the average tariffs are around 50% but 13 lines exceed 100%; for sweeteners the average tariff is of 59% but 8 tariff lines exceed 100%2.  The graph above shows that some tariff lines exceeds even 250%.

EU applied tariff structure distribution according to HS Chapters
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e) A theoretical case to understand the issue

To understand better the issue, let us consider the theoretical case of a country with agricultural imports of 15,000 (for $15 billion), an agricultural consumption of 80,000 (for $80 billion), 2,000 agricultural tariff lines (of which 800 without any import) and tariffs distributed in 5 bands, the averages of which being 0, 10%, 35%, 75% and 110%.

The table below shows the huge differences in the average tariffs depending we are dealing with the average simple (unweighted) MFN tariff of tariff lines (13.55%) – it is the tariff which is the most commonly used in international comparisons –, or with the average MFN tariff weighted according to imports (18.20%) – we could also have considered the average tariff taking into account the preferential tariffs and weighted according to imports –, or above all the average tariff weighted according to the domestic consumption (78.88%) – or even of the domestic production, which is close to it –, which is never calculated unfortunately. 

Table 1 – Calculus of average tariffs: simple and weighted according to imports or consumption
	
	0 M
	Actual imports (M) 
	Total
	Average

	Tariff (T) bands
	
	T=0
	0<T<20
	20<T<50
	50<T<100
	T>100
	
	

	Average tariff
	0%
	0%
	10%
	35%
	75%
	110%
	
	

	Tariff lines
	800
	500
	300
	200
	140
	60
	2,000
	

	Total tariffs
	0%
	0%
	30
	70
	105
	66
	271
	

	Average simple tariff 
	0
	0
	10%
	35%
	75%
	110%
	
	13.55%

	Imports (M)
	0
	6,000
	4,500
	3,000
	1,200
	300
	15,000
	

	Total tariffs M weighted
	0
	0
	450
	1,050
	900
	330
	2,730
	

	Average tariff M weighted
	0
	0
	10%
	35%
	75%
	110%
	
	18.20%

	Consumption (C)
	500
	3,500
	6,000
	10,000
	20,000
	40,000
	80,000
	

	Total tariffs C weighted
	0
	0
	600
	3,500
	15,000
	44,000
	63,100
	

	Average tariff C weighted
	0
	0
	10%
	35%
	75%
	110%
	
	78.88%


 Indeed it is clear that, the higher the tariff the lower the imports and the larger the domestic consumption of the domestic products, at least in the developed countries which favour the interests of their farmers before the short term interests of the consumers.     

f) Why the consumption weighted average agricultural tariff is not calculated 
The reason put forward to explain why there is no comparison of the average tariffs weighted according to the consumption of the various (here agricultural) products between countries would rest on the fact that, even in the EU and the US, no data are available on the average agricultural consumption per tariff line but only for a few broad types of products processed from a basic product. For example the EU has 175 tariff lines on dairy (8.7% of its agricultural tariff lines) and the US 244 (14% of its agricultural tariff lines) but the data on the consumption of dairy products are known for at most 10 types of dairy products (butter, full milk, skimmed milk powder, not fully skimmed milk powder, 2 to 3 types of cheese, casein, etc.), each type grouping together tariff lines with highly differentiated rates. And as the processed products do not correspond to the same groupings of tariff lines from one country to the other, event at the level of the momenclature HS at 4 figures (HS-4), there is no comparison of the average tariffs consumption weighted or production weighted. 

In fact this lack of information suits very much the developed countries, particularly the EU, and also the US for few products (notably dairy and sweeteners), because this would show that their average level of agricultural tariffs weighted on consumption is much higher than that of most DCs. Frankly speaking it would be easy to assess the average tariff rates weighted on the consumption of the broad types of processes products, and even more of basic products, but he EU and US do not want it and the DCs are not really aware of the issue and of the possibility to solve it.    

g) Using the nutritional value of the basic food products to assess the weighted average agricultural tariff  
Furthermore, if food consumption is generally assessed in monetary terms, it can also be assessed in nutritional value. According to FAO, the average food consumption per capita and per day of the EU-15 was in 2003 of 3,536 calories, 109 grams (g) of proteins and 149 g of lipids
. Now the share of the food products with the highest tariffs (cereals, sugar, meats, dairy produce, fruits and vegetables) has accounted for 68% of total calories (2,390 calories), 83% of proteins (90 g) and 49% of lipids (70 g). Given that the tariffs on these products are generally higher than 50%, we see that the EU applied (not different from the bound tariff) average agricultural tariff weighted on food consumption is much higher than its average applied tariff weighted on actual imports. The more so as there are few preferential tariffs on these products.
Conversely in West Africa the food products with the largest imports and the lowest tariffs (cereals and milk powder are taxed at 5% in WAEMU) or low tariffs (poultry meat and sugar taxed at 20% in WAEMU) accounted in 2003 for 59% of total calories (1,521 calories over 2,578) per capita and per day and 57% of proteins (33.9 g over 60 g). Clearly there is also a local production (except for wheat) but the imported share of the staple foods is large and increasing, contrary to the EU where it remains low.

II –The developed countries can minimize the impact of tariff reductions
1) The developed countries intend to maintain a minimal protection with sensitive products

2) The developed countries have used extensively the more efficient non ad valorem tariffs 

3) The much lower import dependency of the EU and US for their basic food consumption  

4) The developed countries can minimize the impact of tariff reductions through many ways

1) The developed countries intend to maintain a minimal protection through their sensitive products

Jacques Gallezot has analyzed in 2005 the products that the EU could be willing to classify as sensitive, which would be subjected to lower tariff cuts in the tiered formula and he has identified 170 of them, or 7.7% of the EU agricultural tariff lines, a percentage close to the 8% the EU has asked for in the current Doha Round negotiations. 

Considering only the tariff lines with a positive tariff, the 170 sensitive products accounted for 64.4% of the EU total agricultural imports in 2000 and 2001, 56.2% of intra-EU trade and 87% of the collected agricultural tariffs, of which 94% of those collected on meats imports, 87% of those collected on dairy imports, 92% of those collected on imports of fruits and vegetables, 95% of those collected on cereals imports and 96% of those collected on sugar and sweeteners imports. Whereas the bound average agricultural tariff is of 22.9%, that on sensitive products is of 52%, of which 69% on meats, 79% on dairy products, 55% on cereals, 117% on sugar and sweeteners, 64% on vegetables and 29% on fruits.

Indeed the EU sensitive products do not correspond all to the highest tariff bands. Because the tariff lines with the highest tariffs have a deterrent effect on imports, there is no interest to classify them as sensitive. Thus 58 sensitive products are in the band of 0 to 30% (where they account only for 4.5% of the tariff lines of that band), 49 are in the band of 30% to 60% (where they represent only 17.9% of the lines), 39 are in the band of 60% to 90% (where they represent 33.9% of the tariff lines) and 24 in the band of tariffs higher than 90% (where they represent only 24% of the lines).

Because the Framework Agreement requires that the lower tariff cuts on the sensitive products be compensated by an increase in their tariff rate quotas (TRQs), the EU has proposed to increase the TRQs to compensate 80% of the lower tariff cut on sensitive products
. This offer seems generous but everything is still to be negotiated, the more so as France, which will lead the EU Council in the second semester of 2008, would like to increase the sensitive products to 16% of the tariff lines.
2) The developed countries have used extensively the more efficient non ad valorem tariffs 
Most developed countries are using on a large scale non ad valorem agricultural tariffs, i.e. either as specific tariffs (x dollars per tonne, bushel, cattle head, etc.), combined tariffs (specific tariffs + ad valorem tariffs), mixed tariffs (the higher of a specific or ad valorem tariff) or others (conditional specific or ad valorem tariffs). Those non ad valorem tariffs guarantee a much more efficient protection when the world prices are low, whereas most DCs have not had the knowledge or the time to devise such tariffs. 
Having used a single bound tariff for all agricultural products, most DCs did not enjoy this opportunity. On the 34 WTO Members using non ad valorem tariffs, 17 are from DCs but for a very low proportion of their tariff lines for most of them (from 0,3% for India to 6.5% for Singapore), with two exceptions for Malaysia (26.2% of tariff lines) and Thailand (43.8% of tariff lines)
. On the other hand, the percentage on non ad valorem tariff lines is of 45.8% in the EU, 42.5% in the US, 30.1% in Canada, 18.4% in Japan, going up to 68.1% in Norway and 89% in Switzerland. Another large interest of specific duties is that they avoid the negative impacts of exchange rates fluctuations.  

On the EU 1,777 agricultural tariff lines with tariff above 0, the average tariff of the 949 non ad valorem lines is of 41.6% against 28.3% for the average of the 1,777 lines. Furthermore the percentage of non ad valorem lines is higher in the bands with the highest tariffs: this is the case for 99 of the 100 lines in the band higher than 90%, for 113 of the 115 lines in the band 60%-90%, for 227 lines over the 274 lines of the band 30%-60% but for only 509 lines over the 1288 lines of the band 0%-30%3. 

Of course all the Members having non ad valorem lines have been obliged to convert them into ad valorem equivalents (AVEs) for the sake of cutting their agricultural tariffs when the Doha Dound would be implemented, according to Annex A of the Chair's "Draft possible modalities on agriculture" of 12 July 2006. 

3) The much lower import dependency of the EU and US than of DCs for their basic food consumption  

The following tables show the imports in volume of basic food staples in the EU, US, DCs, Africa, Sub-Saharan Africa and West Africa, as a percentage of consumption (in the broad sense of domestic use) of cereals, dairy and meats from 2002 to 2005. Lacking data on stocks in the FAOSTAT base, we assume: consumption = production + imports – exports.

The tables underline clearly the much lower import dependency of the EU and US than of DCs, particularly of Africa, to satisfy their basic food consumption. 

Table 2 – Average imports relative to consumption of basic food products in the EU* from 2001 to 2004

	Million tons
	Production
	Imports
	Exports
	Consumption
	Imports/consumption

	Total cereals
	225.0
	14.2
	18.2
	239.2
	5.9%

	Dairy products (milk equivalent) 
	131.3
	2.6
	12.2
	133.9
	2.0%

	Total meats
	36.2
	1.5
	2.5
	35.2
	4.2%


Source: FAOSTAT  * EU-15 from 2001 to 2003 and EU-25 in 2004
Table 3 – Average imports relative to consumption of basic food products in the US from 2001 to 2004
	Million tons
	Production
	Imports
	Exports
	Consumption
	Imports/consumption

	Total cereals
	340.6
	4.8
	83.5
	345.4
	1.4%

	Dairy products (milk equivalent) 
	76.8
	2.1
	3.1
	78.9
	2.7%

	Total meats
	38.6
	2.0
	4.4
	40.6
	4.9%


Source: FAOSTAT

Table 4 – Average imports relative to consumption of basic food products in developing countries: 2001 to 2004
	Million tons
	Production
	Imports
	Exports
	Consumption
	Imports/consumption

	Total cereals
	1,229
	167
	71
	1,325
	12.6%

	Dairy products (milk equivalent) 
	256.0
	28.6
	5.7
	278.9
	10.3%

	Total meats
	142.2
	7.3
	7.0
	143.0
	5.1%


Source: FAOSTAT

Table 5 – Average imports relative to consumption of basic food products in Africa from 2001 to 2004
	Million tons
	Production
	Imports
	Exports
	Consumption
	Imports/consumption

	Total cereals
	123.2
	46.2
	2.7
	166.7
	27.7%

	Dairy products (milk equivalent) 
	28.8
	5.6
	0.3
	34.1
	16.4%

	Total meats
	11.7
	5.6
	0.8
	16.5
	33.9%


Source: FAOSTAT

Table 6 – Average imports relative to consumption of basic food products in Sub-Saharan Africa: 2001 to 2004
	Million tons
	Production
	Imports
	Exports
	Consumption
	Imports/consumption

	Total cereals
	79.4
	18.8
	0.8
	97.4
	19.3%

	Dairy products (milk equivalent) 
	17.7
	2.2
	0.1
	19.8
	11.1%

	Total meats
	7.0
	0.5
	0.1
	7.4
	6.7%


Source: FAOSTAT

Table 7 – Average imports relative to consumption of basic food products in West Africa from 2001 to 2004
	Million tons
	Production
	Imports
	Exports
	Consumption
	Imports/consumption

	Total cereals
	39.6
	9.2
	0.3
	48.5
	18.9%

	Dairy products (milk equivalent) 
	2.2
	1.4
	0.1
	3.5
	39.0%

	Total meats
	2.4
	0.2
	0.0
	2.5
	7.4%


Source: FAOSTAT

As we have shown above, this much lower basic food dependency of the EU and US is largely due to their much higher import protection on these basic staples, particularly in the EU. The lower import protection of the US for cereals and meats is largely due to the fact that it is price maker for cereals and grains in general (including oilseeds and pulses) and because the meats and dairy rely heavily on the low cost of grains used as feed, which are furthermore highly subsidized (see below).  

Furthermore DCs are mainly importing these basic food products competing with their staple products whilst developed countries are mainly importing at low tariffs tropical products they do not grow but maintaining tariff peaks on their most sensitive products (see below). 

All this pleads much more for a significant increase of the agricultural tariffs of DCs – instead of simply fighting to minimize the tariff reduction of their Special Products – than for a sharp reduction of the agricultural tariffs of the developed countries. 

4) The developed countries can minimize the impact of tariff reductions trough many ways
a) The much lower elasticity of demand for food in the developed countries 

USDA has shown, based on the 1996 International Comparison Project (ICP) data for nine broad categories and eight food sub-categories of goods across 114 countries, that the income-elasticity of demand for food varied from 0.800 in Tanzania to 0.103 in the US, with average income-elasticities of 0.729 for low-income countries, 0.602 for middle-income countries and 0.335 for high-income countries. As for the price-elasticity of food demand, it varied from -0.647 in Tanzania to -0.084 in the US, with average price-elasticities of -0.590 for low-income countries, -0.487 for middle income countries and -0.271 for high income countries (of which -0.250 in Germany)
. 
Now these lower food prices could come from two main sources: from a deliberate government policy to reduce the farm prices – a policy that the EU and US have been following since the 90s, with the unrealistic assumption however that reducing farm prices would be fully transmitted to consumers – or/and from lower tariffs, a policy to which the EU and US are agreeing in the on-going Doha Round negotiations.
Therefore we see already that the lower consumers prices expected from a tariff reduction will induce in the developed countries a much lower increase in food demand in general, and in food imports in particular, than in DCs. Halving the import price of food in the EU would theoretically increase 

Halving the domestic price of food products in the EU as the result of cutting the tariff by 50% would theoretically increase the food consumption by 12.5% in Germany. Conversely if the import price of food products in low income countries is reduced by 50% as a result of a reduction of 50% in the EU and US domestic prices of the exported products (linked to a doubling of their allowed subsidies), this would foster an increase of 28% of the imported food. 

Furthermore the lower increase in demand in the developed countries than in DCs can be much more easily satisfied by domestic production, despite the lower tariff.

b) The much higher capacity of local production to respond to prices drops in the developed countries 

Not only the developed countries have the productive capacity to respond rapidly to the challenge of more competitive imports following tariff cuts but the EU and US have deliberately chosen to reduce largely their domestic agricultural prices since the 90s to minimize imports and maximize exports without formal dumping (as long as exports are made at the domestic prices there in so dumping for the WTO, even if the price is lower than the average national production cost). 
i) Reducing the prices of cereals to reduce imports and foster exports was one main objective of the EU CAP reforms of 1992 and 1999 and of the US Farm Bill of 1996 and 2002
1- This objective is claimed by the European Commission (EC): "The 1992 reform of the CAP aimed to render cereals grown in the Community more competitive both internally in the Community and on the world market. During the 1980s and early 1990s, home-grown cereals continuously lost market share on the internal market for animal feed to the benefit of imported cereals substitutes"
 and "Consumption of EU cereals in the animal feed sector and in the processing industry in EUR-12 has increased by some 20 million t. between 1992-93 and 1996/97. This increase is to be compared to the previous trend of a 2 million t. annual decrease, over the period 1985-1992. In compound feed, the rate of incorporation of cereals rose from 35% before the reform to 44% in 1996/97, representing an increase of 11 million t. On-farm use has also increased substantially, from 45 million t. in 1992/93 to 50 million t. in 1996/97". 
In fact the EU guaranteed (intervention) price of cereals has been reduced by 42% from 1992 to 2001 and has remained at the same level since then. But the market price paid to French farmers has dropped by 51.5% (from 200 €/t in 1992 to 97 €/t) from 1992 to 2004 and that of maize by 51.3% (from 197 €/t to 96 €/t)
. 
Table 8 shows that this strategy has succeeded as the EU-15 cereals production has increased by 26.1% (47.3 million tonnes) from 1992 to 2004, despite a 2.3% reduction in the area grown (from 38.4 to 37.5 million hectares), owing to a 29% jump in yield (from 4.7 to 6.1 tonnes/ha). This jump in yield was almost the same for the average of all developed countries (+26.9%: from 3.2 to 4.1 tonnes/ha). However the EU-15 cereals imports have jumped by 185.9%, but this corresponds to only 8.8 million tonnes (from 4.8 to 13.6 million tonnes), i.e. to 18.6% of the additional production, and the ratio of imports on production has remained low (2.6% and 5.9%). 
Table 8 – Evolution of the production, yield and import of cereals from 1992 to 2004 in the EU-15
	Million tonnes
	1992
	2004
	2004/1992

	
	
	
	Increase
	% increase

	Production
	181.4
	228.7
	47.3
	26.1%

	Yield (t/ha)
	4.720
	6.092
	1.372
	29.0%

	Imports
	4.8
	13.6
	8.8
	185.9%

	Imports/production 
	2.6%
	5.9%
	
	126.9%


Source: FAOSTAT
2- Table 9 shows that the US cereal production has risen by 10.2% in the same period despite a 13.8% drop in the area grown (from 65.9 to 56.8 million ha) owing to a 27.8% increase in the average yield. If imports have increased by 16.2% their level has remained very low in relation to production, rising only from 1% to 1.1%. 
Contrary to the EU, the US the farm price of wheat has risen from 119.1 $/t in 1992-93 to 125.0 $/t in 2004-05
. However the average production cost has always exceeded the price and was of 146 $/t in the survey made in 1998 when the price was at 97.4 $/t
, underlining how necessary the subsidies have been for farmers. 
For corn the farm price has stagnated between 81.5 $/t in 1992-93 to 81.1 $/t in 2004
, but the average total cost of production was of 135.4 $/t in 2001
, underlining here also the necessity of large subsidies to make its production profitable. According to Elanor Starmer et al., "between 1997 and 2005, corn was sold on the market at an average of 23% below what it cost to produce"
 so that "between 1997 and 2005, the broiler industry received an average of $1.25 billion per year in implicit subsidies from U.S. agricultural policies that drove down corn and soybean market prices, and feed prices in turn". In a subsequent paper devoted to hog production, Elanor Starmer and Timothy Wise find that "The difference between the market price and the production cost of corn, which we term the cost/price margin, averaged 17% from 1986-96 and 21% from 1997-2005… With feed costs representing 60% of operating costs, the 26% feed discount that the operations received on average between 1997 and 2005 translates into a 15% reduction in firms’ operating costs, worth an estimated $945 million per year over the nine-year period. By comparison, cost savings between 1986 and 1996 reduced operating costs by 6%"
.  
Table 9 – Evolution of the production, yield and import of cereals from 1992 to 2004 in the US
	Million tonnes
	1992
	2004
	2004/1992

	
	
	
	Increase
	% increase

	Production
	353.0
	389.1
	36.1
	10.2%

	Yield (t/ha)
	5.360
	6.851
	1.491
	27.8%

	Imports
	3.7
	4.3
	0.6
	16.2%

	Imports/production 
	1.0%
	1.1%
	
	10.0%


Source: FAOSTAT

ii) In the meantime, the increase in DCs' cereals production could not prevent a sharper rise in their imports 

Table 10 to 12 show the parallel evolution of the same parameters in all DCs, SSA (Sub-Saharan Africa and West Africa).

In the meantime also, the production of cereals has risen in DCs by 38.7% and their imports by 29.0%. In Sub-Saharan Africa, the production has risen by 31.9% and the imports by 38.7%. In West Africa the figures are respectively of 24.9% and 94.9%.

The average yield of cereals has increased by 17.2% (from 2.5 to 2.9 t/ha) for all DCs but only by 9.2% in Sub-Saharan Africa (from 894 to 977 kg/ha) and by 6.9% in West Africa (from 893 to 954 kg/ha). 

Even if the production has increased significantly in the three areas, the imports have increased much more, particularly in West Africa so that the ratio of imports on production has been much larger than in the EU and US.
Table 10 – Evolution of the production, yield and import of cereals from 1992 to 2004 in the DCs
	Million tonnes
	1992
	2004
	2004/1992

	
	
	
	Increase
	% increase

	Production
	1,081.7
	1,273.5
	191.8
	17.7%

	Yield (t/ha)
	2.491
	2.919
	0.428
	17.2%

	Imports
	129.5
	167.1
	37.6
	29.0%

	Imports/production 
	12.0%
	13.1%
	
	9.2%


Source: FAOSTAT

Table 11 – Evolution of the production, yield and import of cereals from 1992 to 2004 in the SSA
	Million tonnes
	1992
	2004
	2004/1992

	
	
	
	Increase
	% increase

	Production
	60.8
	80.1
	19.3
	31.7%

	Yield (t/ha)
	0.894
	0.977
	0.083
	9.3%

	Imports
	14.2
	19.7
	5.5
	38.7%

	Imports/production 
	23.4%
	24.6%
	
	5.1%


Source: FAOSTAT

Table 12 – Evolution of the production, yield and import of cereals from 1992 to 2004 in the West Africa
	Million tonnes
	1992
	2004
	2004/1992

	
	
	
	Increase
	% increase

	Production
	32.3
	40.4
	8.1
	25.0%

	Yield (t/ha)
	0.893
	0.954
	0.061
	6.8%

	Imports
	4.736
	9.229
	4.493
	94.9%

	Imports/production 
	14.7%
	22.8%
	
	55.1%


Source: FAOSTAT

c) The developed countries can and do compensate lower agricultural tariffs by increased subsidies 

The developed countries are the only WTO Members which can compensate large cuts in their agricultural tariffs by increased allegedly allowed domestic subsidies, even if they contravene blatantly the AoA rules, as they have already compensated their large cuts in domestic agricultural prices. It is clear that the EU offer to cut its agricultural tariffs – officially by 39% in October 2005 and unofficially now by at least 50% – can be explained largely by the fact that the EU domestic agricultural prices have been progressively brought closer to the world prices since 1992, owing to the compensatory subsidies granted to farmers. 
Therefore, once more, demanding that the tariffs reductions of DCs should be two-thirds of the reductions required from developed countries is totally unfair as this does not take into account the unilateral import substitution effect of domestic subsidies, not to speak of their dumping effect on exports (see Solidarité's comments of 19 January 2008 on the Chair's working document n°4 on export competition of 6 November 2007). Thus DCs should compute the ad valorem equivalent (AVE) of the US and EU subsidies of all boxes.  
We will not repeat here the analysis of the EU and US agricultural subsidies and of their large under-notifications, already done at length many times by Solidarité, including in the comments made the 30 December 2007 (and revised the 10 January 2008) of the Chair's paper "Working document n° 6, FinaI Bound Total AMS: a tiered formula" of 21 December 2007. The more so as the point 4b)i) above shows implicitly that the large cuts in the EU agricultural prices, or the existence of US prices much below the average national production cost, can only be explained by large subsidies.
Even if DCs would denounce the large EU and US under-notifications and succeed in challenging the non-trade-distorting nature of the green box subsidies, the EU and US could still replace them by their "gold box" subsidies, i.e. by non agricultural subsidies which would reduce much the cost of general infrastructures largely, but not exclusively, used by farmers
.

DCs should realize that the EU and US will never cease to support their agriculture, despite the fact that their farmers account for less than 4% and 2% of their labour force respectively. The positions that they have taken in the Doha Round negotiations is only to put on a great act, to amuse the crowd. The new increased subsidies incorporated in the Farm Bill adopted by the US Senate and House of Representatives, even though the US President has not yet sign the common position they will come to, should open the eyes of DCs Members, the more so as the US prices and farmers incomes have never been so high as in 2007. The same can be said of the EU CAP and the fact that the EU would never agree to cut significantly its agricultural tariffs on its main basic staples (cereals, meats, dairy, sugar) and to cut its agricultural subsidies if it can lodge them in the alleged green box. The more so as France will lead the EU Council on the second semester 2008.
Therefore if the EU and US keep these hard lines on their agricultural policies, it is incomprehensible that all DCs do not do the same given the much larger impact of agriculture on their economies.  

III – The proposals on tariff simplification, Special Products and the Special Safeguard Mechanism cannot replace the necessity to rebuild the AoA on food sovereignty
1) The Chair 's proposals on tariff simplification is unfair and absurd

2) The G-33's fight for Special Products and the Special Safeguard Mechanism is much too short to respond to the needs of DCs farmers and of their overall development 

3) The necessity to rebuild the AoA on food sovereignty without direct and indirect dumping 

1) The Chair 's proposals on tariff simplification is unfair and absurd
a) The Chair's objective to eliminate all non ad-valorem tariffs

The Chair's working document n°12 on tariff simplification aims at eliminating the non ad valorem tariffs for all countries: "All bound tariffs on agricultural products in a Member's Schedule shall be expressed as simple ad valorem tariffs" (paragraph 2). 

In other words, now that the non ad valorem tariffs have been extensively used and for a long time by the developed countries to protect efficiently their agriculture and make it more competitive, time is up to get rid of them for all countries. The only concession made to DCs is that they "shall have an additional two years to achieve this outcome, if applicable" instead of 3 years (paragraph 6). The same paragraph adds that "Least-developed country Members shall not be required to effect any such changes", which is an apparent concession which costs hardly a penny since only Haiti, Salomon Islands and Myanmar are concerned. 

b) This elimination is a demand of the G-20 not of the developed countries

However this "simplification" has not been demanded by the developed countries but by the DCs of the G-20, which favours the offensive interests of its few large net exporting countries over the defensive interests of the overwhelming majority of the DCs belonging to the G-33 and G-90 which need to protect more efficiently their farmers: "The experience has shown that the use of non-ad valorem tariffs has often been a form of disguised protectionism in agriculture trade, as the final tariff in ad valorem terms depends on prices and currency movements. As a consequence, maintaining additional layers of protection in market access jeopardizes the Doha Mandate for “substantial improvements in market access”. The ongoing objective of full simplification, i.e., the binding of all agriculture tariffs in ad valorem terms, remains the basic position of the G-20"
.
c) The overwhelming majority of DCs need to expand their import protection toolbox

To the contrary the real issue for most DCs – including the 2 giants belonging at the same time to the G-20 and G-33: China and India – is not to simplify their agricultural tariffs: they are already over-simplified, most of them having a single bound tariff for all agricultural products and their applied tariffs are also over-simplified. For example WAEMU has only 4 levels of tariffs for all goods, including agriculture: 0%, 5%, 10% and 20%.

Most DCs need actually to reinforce and diversify their import protection toolbox so as to protect more the products which need it the most, not only through a large use of specific tariffs or compound tariffs but more broadly through the use of the whole range of tools used up to now by the developed countries and some DCs, when needed, including variable levies, tariff bands and import quotas. Indeed, as long as the applied duty remains within the bound level, there should not be any WTO objection to the type of duty used. 
Furthermore, DCs should be allowed to raise their bound level, particularly those which have been suffering from an increased food dependency, which goes much beyond the strict jacket of the Special Products.
d) The case for using again variable levies and price-bands 

i) Variable levies: they are nothing but tariffs with variable rates for each import XE "prélèvement"  XE "droit à l'importation" . Contrary to the conventional wisdom, they are quite transparent and predictable for foreign exporters since, at least in the EU up to 1995, they were based on fixed entry prices for the next marketing year. Therefore the exporters were aware of the variable levy they would have to pay given their CIF price at the EU border. This predictability was actually much higher than ad valorem tariffs given the large fluctuations in the world prices.  

Besides, variable levies are much better to avoid the recurrent corrupted practices at the import level in many DCs because XE "prélèvement" 

 XE "corruption" , with ad valorem tariffs it is easy to under-invoice the import so as to lower the duties whereas the under-invoicing increases the variable levy XE "droit à l'importation" 

 XE "droit de douane" . 

For Peter Einarsson, "There are also compelling reasons to reverse the tariffication process and again allow different kinds of border protection. Although administratively more complicated, systems like quotas or variable import levies are preferable when the purpose is to flexibly regulate import volumes over time. In particular, they allow countries to maintain a desired level of protection for the domestic market without unnecessarily blocking imports. Tariffication was introduced as part of the strategy to gradually eliminate all border protection on all products, mainly because a unitary system of protection facilitates comparison. If the goal is instead to allow free choice regarding level of support, there is no reason to maintain the ban on other means of border protection"
.
Although variable levies have been forbidden by the AoA (article 4.2: "Members shall not maintain… any measures of the kind which have been required to be converted into ordinary customs duties… These measures include… variable import levies"), the EU does not comply with the AoA has continued to use them for fruits and vegetables.

More precisely the EU has maintained measures equivalent to variable import levies: when the entry price is below a trigger price the importer must pay, besides the ad valorem duty, a variable specific duty calculated as the gap between the entry price and the trigger price. Furthermore, when the entry price is lower than 92% of the trigger price the specific duty goes much beyond the gap. E.g. for tomatoes imported from October to March, the ad valorem equivalent goes from 8.8% when the entry price is above the trigger price to 73.4% when it is below 92% of it.

Admittedly the EU has notified in its Lists this way of tariffying its fruits and vegetables, which has not yet been challenged at the WTO, even if FAO has underlined its inconsistency with the AoA.

ii) The price-bands system of tariffs: because the tariffs based on prices-bands is close to variable levies, the EU has supported Chile in its last litigation with Argentina over its price-band system, even if the Appellate Body has upheld the 20 April 2007 "the Panel's finding, in paragraph 8.2(a) of the Panel Report, that, by maintaining a border measure similar to a variable import levy and to a minimum import price, Chile is acting inconsistently with its obligations under Article 4.2 of the Agreement on Agriculture  and has not implemented the recommendations and rulings of the DSB". 

Indeed for the EU "the measure at issue should be considered an "ordinary customs duty", there is no breach of Article II:1(b) of the GATT 1994" (paragraph 105), for the main reason that "Below bound duty rates, there is no specific level of predictability or transparency imposed on the administration or level of ordinary customs duties" (paragraph 106), and because "In addition, when, as in this case, the operation of the measure results in an increase in the entry price of imports that is transparent and predictable, then the system should be deemed to operate as an ordinary customs duty".

Another reason why Chile was condemned is that the price-band system was judged not transparent and predictable enough for importers. The same argument is put forward against variable levies. In the Chilean case, "The European Communities submits that… the measure at issue is sufficiently transparent and predictable.  The changes in duties are not, strictly speaking, continuous, and there is reasonable transparency and predictability in the variations in duties. Under the measure at issue, traders know the level of duties to be paid for each two-month period, and are "able, to a reasonable extent, to understand the dynamics of the system and anticipate the evolution of the payable duty during the next [two-month] period" (paragraph 107). 

Unfortunately the WTO rules have been built for the sake of the exporters only, to reinforce their "market access", with the "long-term objective… to provide for substantial progressive reductions in agricultural support and protection sustained over an agreed period of time" and not at all to defend the right of farmers to survive, particularly in DCs. 

2) The G-33's fight for Special Products and the Special Safeguard Mechanism is much too short to respond to the needs of DCs farmers and of their overall development 

G-33 and G-90 countries are placing large hopes in the possibility to maintain high protection rates of their domestic market through "special products" (SPs) and the "Special safeguard mechanism" (SSM) introduced in the Framework Agreement of 31 July 2004 and confirmed in the Hong Kong Declaration of 18 December 2005, "based on criteria of food security, livelihood security and rural development needs". 

The G-33, G-90 and NGOs have put a lot of energy in their fight for SPs and SSM since the 23 June 2000 when 11 DCs have proposed at the WTO to create a "Development Box", a concept replaced by the SPs and SSM in 2002. Two interesting proposals of this communication, unfortunately not taken on board fully by the G-33 proposals on SPs, were:

1- to "Allow developing countries to re-evaluate and adjust their tariff levels. Where it has been established that cheap imports are destroying or threatening domestic producers, developing countries should be allowed to raise their tariff bindings on key products to protect food security"
;
2- and a clearer denunciation of the dumping impact of domestic subsidies than what has been done since then by DCs in their indicators for SPs: "While dumping is disallowed in the GATT, export subsidies were made legal for agriculture. Furthermore, subsidisation of exports not only takes place via the 'export subsidy' support category, but is also provided indirectly via the other forms of domestic supports… Dumping in any form must be prohibited. All forms of export subsidies (direct or indirect) by developed countries must be eliminated immediately".

Admittedly the 11th of the 12 indicators proposed by the G-33 goes in that direction: "The product in respect of which product specific AMS or blue box support has been notified by any WTO member and which has been exported by that notifying Member during any year from 1995 to the starting date of the implementation of Doha round". 
Unfortunately, we have shown that the AMS is a highly misleading indicator of support given its prevailing fake market price support component
. As for the blue box, it has almost disappeared in the EU and it is clear that the US countercyclical payments could not enter the "new" blue box foreseen by the Framework Agreement
. Therefore the indicator should have include all domestic subsidies going, directly or indirectly, to the exported product, including of the green box, particularly in its new form of the allegedly decoupled income support which concerns today the bulk of the EU domestic subsidies, and which will also represent the bulk of the US agricultural subsidies in the present and near future context of high agricultural prices which will eliminate most marketing loans and countercyclical payments. 

But the DCs position, notably of the G-20, on the traditional green box is much too shy as it does not question the green status of the general services subsidies such as those to research or rural infrastructures. Three quotations of Daryll Ray are in order as they show that they are highly trade-distorting: "WTO has declared that such research and education related expenditures have a minimal effect on trade…In practice, these activities have a direct impact on price and trade, whether that be a set-aside program or yield enhancing research"
. "US taxpayers bankrolled a system of research stations and extension services to generate and disseminate new technologies. The system has been a tremendous success... Clearly, neither the US nor the rest of the world would be facing today's low prices and failing small farms if the cumulative growth in agricultural productivity had not taken place"
. "Little attention has been paid to legacy investments in the infrastructure of agricultural areas. These legacy investments… all influence production decisions in one way or another and that influence continues year after year while the influence of direct payments are limited to a given year"
.

The present state of endless haggling on SPs, as reflected by the Chair's working document n°15 of 4 January 2008 and the G-33's reactive statement of 8 January 2008, is rather pathetic, even if we can admire the G-33's determination to defend its positions. Clearly it is not in an easy situation as it is facing the opposition not only of developed countries – particularly the US, which has had the nerve to demand the 2 May 2006 that SPs should be limited to 5 tariff lines, and the developed Members of the Cairns Group – and the World Bank but even of a small group of G-20 Members belonging also to the Cairns Group: Malaysia, Thailand, Argentina, Chile, Uruguay, South Africa and Pakistan (not in the Cairns Group). To cap it all they are using the same criteria of "food security, livelihood security and rural development needs" of their small farmers growing exported products to minimize the SPs. 
Defending its official positions is all the more difficult for the G-33 that it is facing the ambiguous stance of its two largest Members – India and China, caught in the crossfires of their defensive and offensive interests in the Doha Round – and of Brazil. India has refused to host the G-33 ministerial meeting in mid-March 07 and has declared to be more flexible on SPs-SSM than the official G-33 position. China has stood one's ground of not involving itself openly in the negotiations. Keeping out of the fray has also be the formal position of Brazil which claims to be the federator of all DCs and to unify their conflicting defensive and offensive interests, albeit its own interests are clearly offensive on agriculture.
We will not enter in the technical details of the debate but rather endorse the Farmers organisations and NGOs statements to the G-33 meeting in Jakarta the 20 March 2007: "Merely designating SPs and using SSM is not going to protect peasants and small farmers…We therefore call on the G33 Ministers to…fight for food sovereignty… It is better to let the Doha Round die".     

As for the SSM, for which the Chair did not produce a working document, Solidarité has already made some comments the 30 May 2007 to the Chair Second instalment paper of 25 May 2007.
3) The necessity to rebuild the AoA on food sovereignty without any hidden dumping 

Beyond the unfair rules on agricultural market access proposed by the Chair, there is an urgent case to recognize the necessity to rebuild the AoA on the food sovereignty principle, for the following reasons:

a) The developed countries will never cease to protect their farmers 
As we have argued above, whatever the constraints on tariffs reductions imposed by a new AoA, the developed countries will find other ways to protect their farmers through increased subsidies of the green box and/or, if these so-called green subsidies were challenged, through gold box subsidies. In the meantime they will continue to cheat on their allowed agricultural subsidies, as long as they would not be efficiently challenged at the WTO. 
Indeed, beyond their short term economic interests to defend their agriculture, they have also broader good defensive reasons to maintain a minimal agriculture given its crucial multifunctionality, provided they will cease to harm the other farmers in the world through direct and indirect dumping.      

b) The headlong flight of DCs to access the agricultural market of the developed countries will be less and less justified
Particularly for the less competitive DCs. Furthermore, in the long run, access to the EU and US markets will be less and less significant for DCs since the OECD population will stagnate at 1.2 billion up to 2050 and will be ageing, hence will consume less food per capita, whereas all the increase in the world population (from 6.6 billion in 2006 to 9.2 billion in 2050) will be concentrated in DCs. 
And as the climate change will be more harmful to DCs agriculture capacity, it is necessary that the EU and US would keep the capacity to produce their own basic food instead of competing with DCs to buy it on the world markets.

c) Furthermore the dangers of market opening are no longer a pure North-South confrontation 
As we can hope that the DCs will at last challenge efficiently the indirect dumping of the developed countries, the less competitive DCs will be confronted, on their domestic market and on other countries markets, less and less with highly subsidized Northern products and more and more with no or little subsidized Southern products. The vast majority of DCs would not be able to compete with Mercosur countries or Thailand to win the developed countries domestic markets. The more so as this increased opening of developed countries' markets would erode the poorest DCs' preferences. Already in 2004 51% of Brazil agricultural exports have been directed to other DCs. And West African rice farmers are suffering more from Asian exports than from US exports. The same is happening with industrial products: can we deny to Sub-Saharan African cotton producing countries the right to protect their infant textile and clothing industry from the very cheap Asian exports? 

d) The overwhelming majority of DCs would benefit from rebuilding the AoA on food sovereignty 
Because no majority on this issue could be possible at the WTO without rewriting first the rules on dumping, getting rid of the large hidden dumping that the developed countries have been able to maintain through their allowed direct and indirect domestic subsidies, building on the WTO Appellate Body's precedents which include the domestic subsidies going to exported products. Once that ensured, DCs Members should be much more flexible on import protection.  
Conclusion: the strategy to rebuild agricultural policies on food sovereignty
The AoA should be rebuilt on the food sovereignty principle, the right of every country, of the North included, to use the level and type of import protection that fits it the best. Provided, and this is fundamental, that it does not harm other countries through any kind of direct and indirect dumping, i.e. through exports at prices below its average production cost without any type of direct and indirect domestic subsidies (upstream on inputs and investments and downstream on processing and marketing). If this were agreed in the DR, the EU and US could hardly export agricultural products, freeing their present market share to the benefit of the most competitive G-20 exporters. Of course their exports could resume as soon as world prices will exceed domestic prices without direct and indirect subsidies.
The recent surge in most agricultural prices will not render useless the fight against dumping and for food sovereignty, not only because these high prices may well fall again after few years – notably because the overall negative impacts of biofuels could lead most countries to stop their production –, but also because food sovereignty should be recognized as a basic permanent human right and as the indispensable means to guarantee the long run profitability of agricultural investments in DCs. 
There is nothing new under the sun: to win the struggle against hunger and for development, DCs need only to resort to the same toolbox used by the present industrial countries, including from the South. Nowhere long-run development has been possible without beginning by agriculture, which has required two means: first, the promotion of strong farmers' organisations and their involvement in the definition and implementation of agricultural policies; second, precisely under the farmers' pressures, an efficient import protection when needed and in fact food sovereignty. 

Food sovereignty is the right for each nation to define its own agricultural and food policy provided it does not harm other nations. Forcing the other countries to open their domestic market is not a right, it is imperialism. Food sovereignty does not imply autarchy and some countries may choose to eliminate all their tariffs and opt for free trade.  

Food sovereignty is the only way to rebuild market oriented agricultural policies worldwide, where the bulk of agricultural income is based on remunerative prices. But the prices in question must be the domestic prices, given the highly differentiated production costs of countries, not the highly volatile and dumped world prices which are below the sustainable average production cost of all countries.   

Rebuilding food policies worldwide on food sovereignty will inevitably happen, and the sooner the better, but through a way that the founder of the food sovereignty concept in 1996, La Via Campesina, is unwilling to follow: taking agriculture out of WTO cannot be achieved without using first the WTO's powerful means of coercion on the EU and U.S. themselves, so that they will be forced to change profoundly the AoA rules or decide to take agriculture out of WTO altogether.   

Even though the AoA has been devised basically between the EU and U.S., both of them have cheated massively in the notification of their amber domestic supports and export subsidies, both subject to reduction. Indeed the WTO Secretariat denies having the right to monitor the veracity of its Members' notifications. Therefore the EU and US proposals to cut their allowed overall agricultural domestic distorting support at the end of the Doha Round implementation period, by 70 percent for the EU and 53 percent for the U.S., are all the less feasible as their applied levels are already exceeding largely the allowed levels. 

That is why Brazil and Canada will surely win their present combined proceedings at the WTO against the US agricultural subsidies. Similar actions should be triggered against the even larger EU subsidies and the non compliance of the present CAP with the AoA rules.    

Once most of the EU and US domestic subsidies will have been put in the amber box by the WTO Dispute Settlement Body, as they have offered to slash their overall trade distorting domestic supports (OTDS) by 70 and 53 percent, their farmers' income would collapse so deeply that they will demand, through powerful mobilizations, to rebuild the CAP and Farm Bill on remunerative prices.  

But, given that agriculture has been the only EU and US bargaining chip in the Doha Round negotiations with DCs, once they will decide to rebuild their agricultural policies and the AoA on food sovereignty, that is on higher tariffs but with elimination of all indirect dumping, this chip will be lost. Therefore DCs could not be forced to open their non agricultural and services markets to the EU and US exports and the Doha Round will die for good. 

Going on importing food at dumped prices or food aid can only aggravate hunger and impoverish DCs' farmers, often the majority of the population, unable to buy the goods and services of the rest of the economy. It is urgent instead to trigger the reverse virtuous circle – already followed in the past by all the industrialized countries – based on remunerative prices for farmers, which will allow them to invest to increase their yields and acreage. This will reduce their unit production costs and allow them eventually to make do with lower agricultural prices for the benefit of consumers.

There will be a difficult transition period of around 10 years during which developed countries and international institutions will have to help DCs' poor consumers to buy the local basic staples at the same price as before their progressive increase. One appropriate means would be interest-free loans for 30-40 years from the International Development Association, subsidiary of the World Bank, with a reimbursement delay of 10 years. 

Putting an end to hunger requires also to change radically the technological model of highly external inputs intensive agriculture having prevailed in the last forty years.

Finally hunger will not be eradicated unless we change profoundly our diet, too rich in animal products requiring too many grains to feed 9 billion people. Happily enough, a lower consumption of meats, particularly red meats, and dairy will be highly beneficial to the health. As for energy consumption in general, 3 planets would be required to generalize the Western way of life and diets and we have only one to share.  

Rebuilding agricultural policies on food sovereignty would not be a revolution and would not require necessarily to take agriculture out of WTO but at least to recognise its specific status as the GATT did up to 1995. However it would require to redefine dumping in the GATT and AoA as exports made at prices below the full average national production cost after elimination of all types of agricultural subsidies benefiting directly or indirectly to exported products, for example to feed grains which allows to lower much the prices of meats and dairy. 

Clearly this development route is poles apart from the multiplication of bilateral free-trade agreements which are threatening, even more than the WTO, the sustainable development of poor DCs. This is particularly true of the Economic Partnership Agreements (EPAs) that the EU has forced most of the African, Caribbean and Pacific countries to sign but which will torpedo their difficult but necessary regional integration process, under the fallacious pretext that the waiver granted by the WTO has expired the 31 December 2007. 
The consequences on hunger and under-development in Sub-Saharan Africa will be terrible, unless the rules of the game change drastically at the WTO, an additional reason to break the deadlock in the Doha Round negotiations so as to finalise it as a genuine development Round and save the multilateral trade system from explosion.  

ANNEX: Alternative Agreement on Agriculture

Article 1 – Food sovereignty

a) The present Agreement intends to rebuild the agricultural policies of all countries on the basic principle of food sovereignty – the right to every country or regional grouping of countries to protect its domestic market at the import level – without dumping of any kind on other countries' domestic market. All the provisions of the present Agreement are only the detailed means to implement this basic principle. 

b) Consequently, all the provisions of the AoA and of the other WTO Agreements and all the commitments made by WTO member countries on agriculture and agricultural products are cancelled as long as they contradict the provisions of the present Agreement.

Article 2 - Dumping

a) Members agree to phase out all forms of dumping on agricultural products, defined as exports at prices below the country average total cost of production of each product
. 

b) All forms of export subsidies, including upstream (on inputs and investments) and downstream (on processing and marketing) domestic subsidies on exported products, shall be eliminated, within 3 years for developed countries and 6 years for developing countries. 

c) Members shall notify to the WTO all their export and domestic subsidies in order to prove that their exported products do not receive any of them at the end of this period.

d) Members shall notify to the WTO the average total production cost of each exported agricultural product and shall prevent any export at a price below this cost.

Article 3 – Supply management

a) Exporting countries shall establish mechanisms of supply management to avoid surpluses of non competitive products, i.e. of products requiring an import protection or export subsidies or domestic subsidies of any colour on exported products. 

b) Exporting countries commit themselves to coordinate their agricultural exports policies in order to mitigate fluctuations in international prices. 

Article 4 – Tropical products

a) A simple coordination would not be enough for exports of tropical products. Members commit themselves to put in place a worldwide mechanism of minimal prices for exported raw tropical products (according to varieties and qualities), possibly managed by FAO (or FAO and UNCTAD), in which traders will commit themselves to reimburse, at the end of each marketing year, the gap between the fair value of their purchases (resulting from the multiplication of purchased quantities by the minimal prices prefixed by FAO before the marketing year) and their actual purchasing expenses at current market prices along the marketing year. This implies that only traders committing themselves to abide by this contract would be registered by exporting countries' governments. The latter would do everything possible to ensure that the major part of the minimal prices received by the exporting traders would be transmitted to producers. 

b) Since the main cause of the slump in the world prices of tropical products lies in their structural overproduction that guaranteed minimal prices could foster even more, exporting Members will charge FAO to administer the distribution of production quotas and to enforce them through appropriate sanctions. 

Article 5 - Import protection

a) Every Member has the right to protect its production of agricultural products at the import level in order to achieve remunerative prices for its farmers, to ensure food security, livelihood security and rural development needs.

b) Given the high volatility of the world prices of agricultural products, and the correlative ineffectiveness of fixed tariffs, Members are encouraged to implement systems of variable import levies to stabilize domestic prices of agricultural commodities, and hence entrance prices in their domestic market, or price band systems that would mitigate the transmission of fluctuations in world prices to their domestic prices. Entrance prices or price bands are calculated so as to ensure remunerative prices for the large majority of the small family farms of each country.

c) In order to maintain a good transparency of agricultural trade for traders, Members must inform the WTO of changes in the levels of their import measures, notably their entrance prices on which the levels of their variable levies or price bands are based. 

Article 6 – Preferential market access

a) Developed countries and the more advanced developing countries shall enhance the market access opportunities of the least-developed countries, land-locked countries, small island developing states and other small vulnerable countries, by special agreements that do not demand reciprocal preferences, in terms of duty-free quota access to products originating in, or of export interest to, these countries, when it is clear that increased exports would actually be beneficial to small farmers and not harm poor consumers. 

b) As long as there does not exist a world government in charge of a worldwide income distribution policy, the more advanced countries are allowed to grant bilateral preferential market access for agricultural products to developing countries, even if this access is not extended to all Members of the same development level. 

c) With regard to tropical products (cotton and sugar included) processed within the producing developing countries, the developed countries will end their tariff escalation so as to leave to developing countries the benefit of higher prices and of the value added in the few industries in which they have a comparative advantage.

Article 7 – Subsidies 

a) The distinction made in the AoA and in the Agreement on Subsidies and Countervailing Measures between non-specific subsidies (when they are computable) and specific subsidies and between amber, blue and green subsidies is scientifically unfounded and should be abolished: all types of subsidies have the effect of reducing the production cost and increasing the competitiveness of the benefiting products. They have consequently a dumping effect when they are exported and at the same time an import substitution effect. This distinction is particularly unfair to developing countries which have very limited budgetary means to subsidize their farmers and agricultural products. 

b) Provided that the benefiting products are not exported, Members have the right to use the kind of subsidies they deem the best, given their level of development. In particular, coupled subsidies are generally preferable in developing countries since they are a direct incentive to increase their agricultural production. 

c) All subsidies given to farmers or the agri-food sector in developed countries shall be designed in such a way that the benefiting products are not exported. 

Article 8 - Food aid

a) Members agree that the provision of all forms of food aid shall not be tied directly or indirectly, formally or informally, explicitly or implicitly, to commercial exports of agricultural products or of other goods and services to recipient countries.

b) In the case of food aid for emergency or critical food needs arising from natural disasters, crop failures or humanitarian crises and post-crisis situations, such aid is exclusively provided on the basis of pledges and commitments to, or in response to, appeals from specialized United Nations food aid agencies, other relevant regional or international intergovernmental agencies, or in response to an urgent government-to-government ministerial request for assistance in meeting food needs in the immediate aftermath of a natural disaster. This emergency food aid is provided exclusively in fully grant form. As far as possible all means of providing food aid through the purchase of local staples in the same country or in neighbouring countries should be explored, the donors agreeing to provide cash and logistic means (transport) instead of exporting food surpluses. 

c) Food aid for other purposes, including under programs and projects to enhance nutritional standards amongst vulnerable groups in least-developed and net food-importing developing countries, is provided exclusively in the form of untied financial grants to be used to purchase food for or by the recipient country. This food aid must be sold on the domestic urban markets and revenues must be used to improve production and marketing conditions for domestic food production or to buy domestically produced food surpluses for domestic food security programs.

d) Members enact national legislation that favours procurements of food for national food security reserves and national nutrition programs from local peasant production surpluses, guaranteeing reasonable prices that cover production costs.

Article 9 – Regulation of market concentration

Vertical and horizontal concentration in global commodity markets is a primary cause of market distortion. Transparency requirements will be applied to companies with 20 percent or more of a national or global market in a given commodity. There is no reason to limit state-trading enterprises (STEs) when the giant private agribusiness corporations dominating the global agricultural trade are manipulating prices and agricultural policies. Properly overseen with the participation of farmers' organisations, STEs offer important benefits, particularly in countries where the private sector is weak or highly concentrated.
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