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We read the world wrong and say that it deceives us

Rabindranath Tagore, Stray Birds
It is the responsibility of intellectuals to speak the truth and expose lies

Noam Chomsky
Reformers who are always compromising, have not yet grasped
the idea that truth is the only safe ground to stand upon

Elizabeth Cady Stanton
The least initial deviation from the truth is multiplied later a thousandfold

Aristotle

Repeat a lie a thousand times and it becomes the truth

Joseph Goebbels, quoted by Celso Amorim the 20 July 2008
When truth is divided, errors multiply  

Eli Siegel, Damned Welcome

With lies you may get ahead in the world - but you can never go back  

Russian proverb

Errare humanum est, perseverare diabolicum

Seneca the Younger

I – The US overall trade distorting domestic support (OTDS)

Lamy's proposal to cut by 70% the allowable US OTDS, dropping it at $14.5 billion at the end of the implementation period, is not feasible as we will show.
1) The US allowed OTDS for the 1995-00 base period is not $48.224 billion – as Canada's simulations on behalf of the EU, the US and Japan have claimed – but $42.875 billion because the allowed product-specific de minimis (PSdm) is not equal to the non-product-specific de minimis (NPSdm) according to the AoA rule (article 6.4) and as explained in details in a preceding paper
. So that the allowed OTDS at the end of the implementation period, once cut by 70%, will be of $12.863 billion, instead of $14.467 billion according to the prevailing view.

2) The applied US OTDS was already of $21.165 billion in 2007 and will be of $21.340 billion in 2008, far from the largely circulating figures of $7-9 billion 
The idea that the US OTDS was of $7-9 billion in 2007 and 2008, disseminated by most NGOs and WTO Members, therefore also by the media, is unfortunate and counterproductive for those wanting to derail the negotiations given the unfair Revised Draft of 10 July 2008 reflected in Lamy's Draft of 25 July. And it is not because a false figure is repeated again and again that it can become the truth. 
Indeed those figures are taking for granted the USTR notifications to the WTO and are most often mixing up total AMS with OTDS, civil year with fiscal year, forgetting crop insurances subsidies – not included in the Commodity Credit Corporation data but in the USDA Budget  for the Risk Management Agency – and sometimes the market price support component of the AMS which is not a subsidy recorded by USDA but a notification by USTR to the WTO.  
Even without taking into account the huge US cheatings in its non product specific (NPS) AMS, US official data show that for fiscal year 2007 total applied AMS has been already of $7 billion, of which $5.9 billion in market price support for dairy and sugar (according to the US notifications to the WTO for 2005, which are also about the average amount from 1995 to 2005) and $1.1 billion
 in various subsidies: marketing loans benefits, oilseed, milk income loss, processing and storage and interest expenditures on marketing loans
. 

To get the applied OTDS in 2007 we have to add to the AMS the NPSdm and the PSdm (there has not been any BB subsidies since 1995). The 2007 actual NPSdm was of $10.930 billion, made of:  $3.957 billion in fixed direct payments, $3.159 billion in countercyclical payments (CCPs), $3.457 billion in crop insurances subsidies and $357 million in subsidies to irrigation, grazing on federal lands state credit (as under-notified for 2005). Indeed we have explained elsewhere why direct payments and CCPs
 are in the amber box. Adding also the average $200 million in PSdm notified from 1995 to 2005 leads to an actual applied 2007 OTDS of $18.130 billion, more than twice the $7-9 billion advanced by several NGOs and WTO Members in the last days.
Now, adding $2.385 billion of subsidies to agricultural fuel not notified by USTR to WTO but to OECD
 by USDA and redressing the under-notified subsidies to grazing on public lands (according to a GAO report
) and to agricultural loans (as notified to OECD) leads to an actual OTDS of $21.165 billion, three times the $7 billion currently circulating. And this without having rectified the hugely under-notified irrigation subsidies of $269 million in 2005.
3) Conclusion: there is no "water", no gap, between the $14.5 billion proposed by Lamy for the US allowed OTDS at the end of the implementation period and its 2007 applied OTDS. Or, rather the "water" works the other way round. And, should agricultural prices fall again, even much less than at their average level of 2000-05, the 2008 Farm Bill, and particularly its new ACRE program, guarantee that the applied OTDS will rise much beyond the 2007 level, a fortiori beyond the allowed level of $12.863 billion, at the end of the implementation period. Therefore NGOs should change their tactics and cease to compromise themselves with the US (and EU) claimed subsidies, thus weakening eventually the capacity of DCs to challenge these subsidies in the future. 
II – The EU OTDS

1) The EU allowed OTDS for the 1995-00 base period is not €110.305 – as Canada's simulations have claimed – but €90.496 billion because the allowed PSdm is only of 5% of the production value of products without PS AMS according to the AoA rule (article 6.4). So that the EU allowed OTDS at the end of the implementation period, once cut by 80%, will be of €18.099 billion, instead of €22.305 billion according to the general view. All the details can be found in a preceding paper
.
2) The EU applied OTDS will be around €50 billion in 2008 and €51.8 billion in 2009 

In 2008 total applied OTDS is of about €50 billion (€49.625 precisely), of which: €33.221 in applied AMS – of which €30.494 billion in Single payment scheme (SPS) and $2.727 billion in marketing interventions –, €6.338 in blue box subsidies and €10.066 billion in NPSdm (for conservative reasons we keep the average amount of the 1995-00 base period). For 2009 it should reach €51.832 billion, of which €35.214 in total AMS (SPS at €32.525 billion and market interventions at €2.689 billion), €6.552 billion in the BB and again €10.066 billion in the NPSdm.

Indeed the key here is that the SPS cannot be put in the green box as the EU claims because of the Appellate Body's precedent in the US-Brazil cotton case: if it has been enough to rule that the US fixed direct payments are not in the green box because US farmers do not enjoy a full production flexibility, being prevented to grow fruits and vegetables and wild rice, how can the SPS escapes from the same ruling given that EU farmers are facing many more production limitations? Indeed many productions are either forbidden (fruits and vegetables as in the US; milk and sugar beet if farmers have no production quota) or capped (rice, cotton, tobacco, olive oil and wine, and not beyond the milk or sugar beet quotas).
We have shown also that the remaining subsidies of the so-called BB should be notified in the amber box (AMS) although this cannot change the OTDS figure which incorporates the BB.

Therefore the EU applied OTDS has exceeded the allowed OTDS for the end of the implementation period by €31.526 billion in 2008 and should exceed it by €33.733 billion in 2009. It is consequently difficult to understand why an NGO expert quotes me as saying that I have estimated the EU OTDS at €27 billion in 2008. 
And this €50 billion of EU OTDS in 2008 is a very minimum because we have not taken into account the amber box State aids of at least €6 billion a year – which will increase in the future CAP – and because we have kept the same level of NPSdm as in the base period whereas it should increase significantly as it will apply to the EU-27 and not to the EU-15.

Conclusion: there is no "water", no gap, between the cut to €18.099 billion of the EU allowed OTDS at the end of the implementation period and the €50 billion of the EU applied OTDS in 2008, or rather the "water" works the other way round. It is clear that the EU would not be able to cut its OTDS at €18 billion and those saying that it would are contradicting their own claim that EU subsidies are rapidly shifting from OTDS to the green box in the CAP reform. One cannot say at the same time that the EU could easily cut its allowed OTDS by 80% so that the other WTO Members should demand a higher cut, and claim that the largest part of the EU alleged green box subsidies are actually in the amber box, hence in its OTDS. With the end result that the WTO members have largely forgot to denounce the EU and US green boxes, an issue not even incorporated in the 6 agricultural issues discussed in the green room.  
Furthermore the present strategy of DCs Members and NGOs to underestimate hugely the actual US and EU OTDS weakens greatly their capacity to challenge the US and EU massive dumping hidden under their trade-distorting domestic subsidies benefiting to their exported products – even if the WTO Appellate Body has ruled several times since December 2001 in the Dairy products of Canada case that they should be taken into account when calculating dumping – but also to challenge the import substitution effect of those subsidies.

The only logical strategy for NGOs and DCs would be to begin by denouncing the "direct payments to producers" (paragraphs 5 to 13 of AoA Annex 2), particularly the so-called "decoupled income support" (paragraph 6), in order to put it in the amber box, as already done by the WTO Appellate Body, but also the other huge under-estimated EU and US notifications on the basis of the AoA rules and of official EU and US data proving that their notifications are contradicted by these data. Indeed when we are repeating that the US and EU have cheated on a huge scale in their notifications to the WTO, we are not generalizing this criticism to all the US and EU official institutions: it is only the USTR and the Trade General Directorate of the EU Commission which have cheated because we have used to prove it official data provided by USDA and the GAO for the US, and by the General-Directorates of Agriculture and State Aids for the EU.
If NGOs and DCs want really to change the AoA rules why don’t they pay attention to their infringement? Otherwise, what guarantee that the fairer trade rules they are pleading for would be more complied with in the future?
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