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Saturday 22 November 2008 Pascal Lamy spoke in the France-Culture "Rumeurs du Monde" radio broadcast and made two questionable statements:

1) He recognized that, if trade liberalization has brought benefits globally, it has at the same time increased inequalities within each country so that, for trade liberalization to be really beneficial to everybody, countries should implement safety nets for the segments of their population and economy suffering from trade liberalization. If the other panelists (of whom Jean-Marie Colombani) agreed with him, none of the three drew the obvious conclusion that implementing those safety nets is only affordable to developed countries. So that the implicit conclusion of Pascal Lamy's statement is that trade liberalization should not be imposed on poor countries which should therefore be allowed to maintain an efficient import protection, particularly on food products from agriculture and fisheries.

2) In order to regulate the world financial system in full disarray, Pascal Lamy proposed the creation of a World Financial Organization along the WTO lines, which, for him, is a rules-based organization, its main role being to monitor these rules through two main mechanisms: its Dispute Settlement Body and its Trade Policy Reviews.

a) Even if we can acknowledge that the Dispute Settlement Body has shown a good expertise in interpreting the WTO rules, the problem remains that those rules are profoundly unfair and biased against the developing countries (DCs), particularly in the Agreement on Agriculture (AoA), so that the Special and Differential Treatment supposed to benefit DCs has worked the other way round and has denied their right to food. And this has stemmed from the amazing definitions of dumping and of the allowed agricultural subsidies. Indeed for the WTO there is no dumping as long as agricultural products are exported at the domestic price, even if this price has been lowered to the world price level, Western farmers being compensated by permitted domestic subsidies, particularly of the blue or green boxes. Pascal Lamy knows perfectly well that this differentiation of boxes has no scientific basis, because this fact has been acknowledged in two ways by the WTO Appellate Body. 

i) On March 3, 2005, in the US cotton case, it has ruled that the US fixed direct payments are not fully decoupled, hence not in the green box, since US farmers are not allowed to grow fruits and vegetables. 

ii) More important, it has ruled four times (in the Dairy Products of Canada' cases in December 2001 and December 2002, in the US Cotton case in March 2005 and in the EU Sugar case in April 2005) that all domestic subsidies on agricultural products exports should be taken into account in assessing dumping. Unfortunately the WTO Members do not consider that the Appellate Body rulings have a value of precedent. 

Indeed, from 1995-96 to 2001-02, the share of domestic subsidies in total subsidies to the EU exports has reached 75% for poultry, 69% for cereals, 62% for pig meat, 38% for dairy and 52% for bovine meat
. And, while the EU formal export subsidies (refunds) have shrunk from an annual average of €5.9 billion from 1995 to 2000 to €3.2 billion from 2001 to 2006, of which €2.5 billion in 2006, total subsidies for that year have been of around €9.5 billion, once included the €7 billion in domestic subsidies to the exported agricultural products (but these figures are provisory, the corresponding paper being not yet finalized).
Estimate of total subsidies to the EU-25 agricultural exports in 2006

	In € million
	Formal export subsidies
	Exports/
Production
	Domestic agricultural subsidies having 
benefitted to the exported products
	Overall export

subsidies

	
	Amount
	% VOP
	
	Feed subsidies
	direct
aids
	green
box 
	NPS
AMS
	Other
aids
	Total
	

	cereals (with rice)
	129
	10.1%
	9.2%
	
	1754
	205
	49
	-
	2008
	2137

	sugarbeets & sugar 
	1117
	1.9%
	40.9%
	
	-
	171
	41
	165
	377
	1494

	olive oil
	-
	1.8%
	14.5%
	
	339
	58
	14
	-
	411
	411

	cotton
	-
	0.2%
	94.6%
	
	866
	44
	9
	-
	919
	919

	fruits & vegetables
	26
	15.8%
	8.7%
	
	-
	302
	72
	114
	488
	514

	wine
	19
	4.7%
	9%
	
	-
	93
	44
	132
	269
	288

	dairy products
	725
	13.7%
	16.9%
	429
	245
	510
	121
	48
	1353
	2078

	bovine meat
	118
	9.2%
	2.4%
	58
	186
	49
	12
	3
	308
	426

	pork meat
	19
	10%
	7.5%
	391
	-
	164
	39
	2
	596
	615

	poultry meat
	55
	4.3%
	8.9%
	137
	-
	84
	20
	-
	241
	296  

	eggs
	6
	1.9%
	3%
	19
	-
	13
	3
	-
	35
	41

	non Annex 1 products
	274
	
	
	
	
	
	
	
	
	274

	Total
	2488
	
	
	1034
	3390
	1693
	424
	464
	7005
	9493


Sources: European Commission, DG Agriculture, Eurostat; notifications to the WTO for 2003-04 (green box); Solidarité (Thorough review of the EU agricultural distorting supports to rebuild fair and sustainable agricultural trade rules after the Doha Round hibernation, 1 July 2006).

b) As for the Trade Policy reviews, they are not seriously monitored as the WTO Secretariat's Report is only based on the documents and answers that the reviewed country is willing to provide. For instance the Secretariat report on the last EU TPR commends the EU for its new CAP reform of 2003 which has gone a long way in the good direction by fully decoupling its main direct payment, the Single Payment Scheme (SPS). However, given the Appellate Body ruling in the US cotton case, any proceeding against the EU SPS – which has exceeded €30 billion in 2008 – is sure to judge that it is not in the green box because it contradicts many more conditions required by the AoA Annex 2 paragraph 6 than do the US fixed direct payments:

1- Many more productions than in the US are either forbidden (apart from fruits and vegetables too: milk and sugarbeet because of production quotas up to 2014; wine because of planting rights) or capped (cotton, tobacco, olive oil). 
2- The SPS is based on the direct payments received from 2000 to 2002, a criterion not foreseen in the AoA. 
3- The SPS remains coupled to the eligible acreage of each farmer.

4- A large part of the SPS remains attributable to feedstuffs (cereals, pulses and oilseed meals) which are input subsidies, hence in the amber box. Let us underline in passing that the EU has not notified in the amber box in the 1995-00 base period an average of €10.1 billion of such subsidies which should have been notified in the product-specific AMS (Aggregate Measure of Support) of animal products having consumed them, according to the AoA Article 6.2. 
5- As the SPS is not attributable to a specific product, it can be attributed to any of them so that all EU exported agricultural products can be sued on dumping grounds.  

c) Another evidence that the WTO Secretariat does not monitor the under-notifications of its Members is the answer given in 2001 by Gabrielle Marceau then in the Dispute Settlement Body: "The WTO has neither the resources nor the skills to act like "a regulator" of these notifications. It is up to each Member to do these verifications… This is the very spirit of the whole disputes settlement system of the WTO: every Member country acts as a guard-dog of the system" (Internet forum of 27-02-2001)! 

d) The most amazing evidence of the lack of WTO monitoring is the total inconsistency of the subsequent drafts on agricultural modalities, including the last one of 10 July 2008, and this without even speaking of the EU and US massive under-notifications of their domestic trade-distorting support. Let us just underline two of these inconsistencies: 

i) The EU and US have offered to cut their allowed agricultural trade distorting support of the Final Bound Total AMS in 2000 by respectively 70% and 60% during the Doha Round implementation period. Let us take the EU example: it will not be obliged to cut any subsidy because its actual subsidies have represented only 11.6% or €5.527 billion of its €47.458 billion of its average applied AMS in the base period 1995-00. And this because the main component of this AMS is a fake "market price support" linked to its administered prices and defined as the eligible production multiplied by the difference between the administered price and the world reference price of the 1986-88 period. The inconsistency of this fake market price support has been stressed by the World Bank, FAO and several academics. Notifying these fake MPS has only blurred the negotiations and misled WTO Members. The more surprising is that these amber domestic supports continue to be presented as the most trade-distorting ones. What they are distorting above all is the understanding of WTO Members.

ii) The Revised Draft on agricultural modalities of 10 July 2008 presents huge contradictions in its treatment of the "product-specific de minimis" (see the annex). Its proposal that each agricultural product has a product-specific (PS) AMS even when it is below its PS de minimis level of 5% of its production value implies that the production value of products without a PS AMS was nil in the base period. With the present AoA rule the allowed PS de minimis would have been nil also and the allowed OTDS (overall trade-distorting domestic support) would have fallen significantly, being only composed of the Final Bound Total AMS + the non product-specific de minimis + the allowed blue box.

Therefore, because the allowed PS de minimis is not equal to the non-product-specific (NPS) de minimis, the US allowed OTDS for the 1995-00 base period was not $48.2 billion but $42.9 billion and the EU allowed OTDS was not €110.3 but €90.5 billion. So that Pascal Lamy's proposals of 25 July 2008 to cut, at the end of the implementation period, the US allowed OTDS by 70% and the EU allowed OTDS by 80% would bring the US OTDS at $12.9 billion, instead of $14.5 billion and the EU allowed OTDS at €18.099 billion, instead of €22.305 billion according to the general view. 

However the US applied OTDS, based on US official figures, was already of $22.892 billion in 2007, three times the $7 billion currently circulating
. And the EU applied OTDS was of €49.6 billion in 2008, and this without taking into account the amber box State aids of at least €6 billion, so that this OTDS exceeds already by €31.5 billion the allowed OTDS at the end of the implementation period. 

Annex on the inconsistency of the Revised Draft on agricultural 
modalities of 10 July 2008 on the product-specific AMS

1) Paragraph 30 states: "The de minimis levels referred to in Article 6.4(a) of the Uruguay Round Agreement on Agriculture for developed country Members (i.e. 5 per cent of a Member's total value of production of a basic agricultural product in the case of product-specific de minimis". But this is not true because Article 6.4(a) states: "5 per cent of that Member's total value of production of a basic agricultural product during the relevant year". In other words, as soon as a product-specific (PS) support reaches 5% of the production value of the product, it loses its PS de minimis and gets a PS AMS which is added to the applied total AMS and the production value of that product is added to the production value of all products with PS AMSs. But that new proposed definition of PS de minimis brings new contradictions:
1- If the sum of all the allowed PS de minimis is 5% of the value of the whole agricultural production (VOP), at least during the base period, this can only happen if each agricultural product had an allowed PS de minimis, even if it had already a PS AMS, i.e. a PS support above de minimis. 

2- Consequently, if each agricultural product had an allowed PS de minimis, if had also a PS AMS at least at this de minimis level.

3- If all products had a PS AMS during the base period, the production value of products without a PS AMS was nil. With the present AoA rule the allowed PS de minimis would have been nil also since it is equal to 5% of the production value of products without PS AMSs. 

4- Therefore this is totally incompatible with the opposite statement that the allowed PS de minimis is 5% of the VOP. 

In fact the main reason why the successive revised drafts on agricultural modalities have changed the rule on PS de minimis is that several Members have not been able or willing to notify the production value of each product having a calculated AMS. This has particularly be the case of Japan up to 2004 (last year notified) and of the EU up to 1999-2000 (the production value has only appeared from 2000-01 to 2003-04, the last year notified). Yet the WTO should have asked them to rectify their notifications by adding the production value of each product, which would have been all the more easy that an NGO has done it for the EU.
It was much more politically convenient for the EU and US that the WTO Secretariat decide that the allowed PS de minimis during the 1995-2000 period has been of 5% of the whole VOP, as for the non product specific de minimis, even if it leads to huge contradictions with the AoA rules and in the Draft on modalities. This also explains why the simulations published in May 2006 by Canada on the impact of the EU, US and Japan offers on their Final Bound Total AMS reductions have also used 5% of the whole VOP for PS de minimis as they could not get the production values of the EU and Japan products notified with PS AMSs.
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