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Slip 1 – State of play of the agricultural negotiations and the leeway to change them
Presently the Chair of the Special Session of the Committee on Agriculture negotiating the Doha Round (we will say only "the Chair" in the slips) has embarked the Members in the last two months in a purely formal work of how to calculate their commitments in the three pillars of domestic support, market access and export competition and how to design “templates” (blank forms or tables) for how the commitments should be presented. Everything happens as if there were already a broad consensus on the substance of the agricultural modalities so that Members can proceed to the secondary technicalities of how to prepare their initial and subsequent annual notifications of commitments.

Actually nothing has moved forward since the Revised draft modalities for agriculture presented by the Chair the 6 December 2008, the summary of which being available on the WTO website (http://www.wto.org/english/tratop_e/agric_e/ag_modals_dec08_e.htm). 

Above all we should be quite conscious that the successive Revised draft modalities (4 in 2008 and 2 before) do not imply any progress in the consensus between Members, not even between the small number of Members having Delegates who attended to these informal discussions with the Chair. As he has underlined in the last Draft "This is NOT a “proposal” from the New Zealand ambassador (or from “the WTO”)… It is NOT his opinion of what would be “good” for world agricultural trade. Rather, it is…the negotiations’ chairperson’s judgment of what they might be able to agree — based on what they have proposed and debated in over seven years of negotiations and their responses to his previous papers". 

We can say the same for the Draft General Council Decision of 31 July 2004 (the so-called "Framework Agreement") where "The General Council agrees that this Decision and its Annexes shall not be used in any dispute settlement proceeding under the DSU and shall not be used for interpreting the existing WTO Agreements". The same exploratory and not binding nature applies even to the Hong Kong Ministerial Declaration of 18 December 2005 where Members stated: "We take note of the report by the Chairman of the Special Session on his own responsibility (TN/AG/21, contained in Annex A)". Precisely the Chairman stated: "The present report has been prepared on my own responsibility… It was clear that… full modalities will not be achieved at Hong Kong, Members did not want anything that suggested implicit or explicit agreement where it did not exist".

In other words up to now the only binding agricultural commitments that Members have to comply with are those of the Agreement on Agriculture (AoA) signed in Marrakech the 15 April 1994 and operational since the 1st January 1995.
These acknowledgements allow us to underline the irregularities made not only by the EU and US in their agricultural notifications but even by the Chair itself, e.g. in taking for granted the false definition of the product-specific de minimis as calculated by Canada in May 2006.
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Slip 2 – The WTO Secretariat and agricultural Chair are accomplices of

the EU and US violation of the AoA rules, particularly on domestic supports

It should be of no surprise that the WTO Secretariat and the Chair have been accomplices of the developed countries' interests, particularly of the EU and US violations of the AoA rules on domestic supports. They have done this on two levels: 

1) Helping the EU and US to maximize the levels of their allowed OTDS during the base period 1995-00, levels that they have agreed to cut by respectively 80% and 70% at the end of the Doha Round implementation period if they would sign the Round eventually. The OTDS (overall trade-distorting domestic support) is the addition of 4 components: the Final Bound Total AMS (Aggregate Measurement of Support or amber box) at the end of the Uruguay Round implementation period (end December 2000 for the US and end June 2001 for the EU) + product-specific (PS) de minimis + non product-specific (NPS) de minimis + blue box (BB).
They have done this by two means: changing the rule on the product-specific de minimis (slip 3) and ignoring the feed subsidies having conferred PS AMSs to all animal products (slip 4).

2)  Helping the EU and US to minimize the levels of their actual trade-distorting domestic supports (slips 5 and 6) and export subsidies (slip 7) in the base period and up to now, through several means:

a) They do not consider having the right to denounce the EU and US massive cheatings in their agricultural notifications. As Gabrielle Marceau, then in the Dispute Settlement Body (DSB) and now in P. Lamy's cabinet, stated in 2001: "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".
b) The WTO "trade policy reviews" (TPR) are always laudatory for Members because they are only made on the basis of the reports, statements and data that the Members are willing to transmit to the WTO. For instance the WTO report on the EU TPR of August 2009 states: "The "decoupled" payments to producers under the Single Payment Scheme and the Single Area Payment Scheme, classified as Green Box support by the EC, represented over 80% of the direct aids under the European Agricultural Guarantee Fund (EAGF) in 2007". 
c) The WTO and its Members do not recognize a value of precedents to the DSB's rulings, even of its Appellate Body (AB). This is unfortunate on at least two important points in the DR negotiations:

1- The AB has ruled in the cotton case (3 March 2005) that the US fixed direct payments are not in the green box, hence are in the amber box, a ruling which would apply even more to the EU Single Payment Scheme (SPS) which cannot be in the green box.   

2- The AB has ruled the 3 December 2001, in the Dairy products of Canada's case, that dumping should take into account all domestic subsidies to the exported products. This has been confirmed again the 20 December 2002 in the same case and in the cotton case (3 March 2005) and the sugar case (28 April 2005). This would change totally the EU and US notifications of their export subsidies.
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Slip 3 – The change in the AoA rule on the product-specific de minimis
The December 2008 Draft (paragraph 30) claims to be in line with the AoA definition on product-specific (PS) de minimis (PSdm): "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". This is a lie as the AoA (Article 6.4) states: "A Member shall not be required to include in the calculation of its Current Total AMS and shall not be required to reduce: (a) product-specific domestic support which would otherwise be required to be included in a Member's calculation of its Current AMS where such support does not exceed 5 per cent of that Member's total value of production of a basic agricultural product during the relevant year" (not underlined in the text). 
In other words, as soon as a calculated product-specific AMS reaches 5% of the production value of the product, it loses its allowed PSdm exemption 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. 

Several economists (H. de Gorter & J.D. Cook, Ivan Roberts) confirm this interpretation. In any case both the EU and US have applied the AoA legal definition of the PS de minimis (PSdm) in their notifications to the WTO up to now. 
The apparent reason why the successive drafts on agricultural modalities have proposed to change the rule on PSdm is that Japan up to 2004 (last year notified) and the EU up to 1999-2000 have not been able or willing to notify the production value of each product having a calculated AMS. This lack of data on the production values of the EU and Japan products notified with PS AMSs explains why the simulations published in May 2006 by Canada – at the request of the EU, the US and Japan – on the impact of the EU, US and Japan offers on their Final Bound Total AMS and OTDS reductions have used 5% of the value of the whole agricultural production for PSdm. The WTO should have asked them to rectify their notifications by adding the production value of each product, which would not have been difficult for them since Solidarité has done it for the EU. We have thus found that the EU production value of all products notified with a PS AMS has been on average of €122.922 billion (bn) in the base period so that the production value of products without PS AMSs has been of €99.655 bn and the allowed PSdm of €4.983 bn. 
It is precisely because the EU did not avail of the production value of each product until 1999-00 that its notified PSdm had been much lower than the US one.  
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Slip 4 – Taking into account feed subsidies confers PS AMSs to all animal products
The developed countries have always refused to notify in the amber box their huge main subsidies to feedstuffs (COPs: cereals, oilseeds cakes and pulses) although they have notified some minor ones: to dried fodder for the EU (e.g. €313 million in 1999-00, €223 million in 2004-05) and to grazing fees on public lands for the US (annual average of $50.6 million from 1995 to 2000). These notifications attest that the EU and US are aware that feed subsidies are input subsidies to be notified in the amber box, in accordance with the AoA Article 6.2: "Agricultural input subsidies generally available to low-income or resource poor producers in developing country Members shall be exempt from domestic support reduction commitments that would otherwise be applicable to such measures". This implies clearly that developed countries' farmers are not exempted. The US Congressional Research Service has acknowledged that "program commodities such as corn are feed inputs for livestock".
Therefore the subsidies to feedstuffs are conferring PS AMSs to all animal products produced from them, which increases the EU production value of products with PS AMSs to €201.323 bn in the 1995-00 base period so that the average production value of products without a PS AMS shrinks to €21.253 bn and the allowed PSdm, which is 5% of that value, shrinks to €1.063 bn. However, because €9.743 bn of blue box (BB) payments to COPs have been transferred to the PS AMSs of animal products having consumed the COPs, the actual EU BB has been of €11.145 bn on average in the base period instead of €20.888 bn. 

Therefore the EU allowed OTDS for 1995-00 becomes €90.5 bn [67.159 (FBTA) + 11.129 (NPSdm) + 1.063 (PSdm) + 11.145 (BB)] instead of €110.305 bn [67.159 (FBTA) + 11.129 (NPSdm) + 11.129 (PSdm) + 20.888 (BB)] in Canada's simulations. So that the allowed OTDS at the end of the DR implementation period, once cut by 80%, falls to €18.099 bn instead of €22.061 bn according to Canada's simulations. 
By the same token the US production value of products notified with PS AMSs in the base period 1995-2000 rises from $49.734 bn to $106.987 bn (once added the production value of $57.075 bn for all meats) so that the production value of products without PS AMSs falls to $87.152 bn and the allowed PSdm in the base period, which is 5% of that value, falls to $4.372 bn. Therefore the allowed OTDS in the base period 1995-00 falls from $48.224 bn – in Canada's simulations: 19.103 (FBTA) + 9.707 (PSdm) + 9.707 (NPSdm) + 9.707 (BB) – to $42.875 bn: 19.103 (FBTA) + 4.358 (PSdm) + 9.707 (NPSdm) + 9.707 (BB). Thus the allowed OTDS at the end of the DR implementation period, once cut by 70%, falls to $12.863 bn instead of $14.467 bn.  
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Slip 5 – The huge under-notifications of the EU agricultural trade-distorting subsidies
The EU applied OTDS has been on average of €78.743 bn in the 1995-00 base period instead of €69.869 bn, sum of its 4 notified components. It has also been of €72.867 bn in the last notified year 2005-06 instead of €43.123 bn, sum of its 4 notified components. The EU offer to cut its OTDS at €22.061 bn (in fact at €18.099 bn) at the end of the DR implementation period, towards 2014-15, is therefore totally unfeasible. 
1) The EU average applied OTDS has been of €78.743 billion in the 1995-00 base period 
The gap of $8.874 bn with the OTDS notified 4 components results from a lower BB (€9.743 bn have been transferred to the PS AMSs of animal products) and much higher PS AMS (+ €12.548 bn) and NPS de minimis (+ €6.069 bn), as shown in table 1:  
Table 1 – EU notified and actual OTDS components in the 1995-00 base period

	€ millions
	notified
	actual

	Product-specific AMS
	48,425
	60,973

	Non product-specific de minimis
	521
	6,590

	Product-specific de minimis
	35
	35

	Blue box
	20,888
	11,145

	Total OTDS
	69,869
	78,743


Source: The EU cannot cut its agricultural supports in the Doha Round, Solidarité, 14 September 2009.
The additional €12.548 bn in PS AMSs have mainly been conferred by feed subsidies: to milk (€4.078 bn), bovine meat (€2.630 bn), pig meat (€2.522 bn), poultry and eggs (€1.358 bn), oilseeds meals (€800 mn) and pulses (€525 mn). Minor PS AMSs are due to subsidies to butterfat (€428 mn) and skimmed milk for casein (€207 mn). 
2) The subsidies of the non product-specific AMS have been hugely under-notified
All the under-notifications to the WTO are deducted from the EU notifications to OECD, except for irrigation notified to the WTO but irregularly put in the green box.
Table 2 – EU under-notified NPS AMS compared to those notified to OECD in 1995-00
	€ millions
	1995-00

	
	Notified to WTO
	Notified to OECD
	Actual

	Agricultural insurances 
	101
	167
	167

	Agricultural fuel
	0
	1,933
	1,933

	Agricultural loans
	420
	499
	499

	Farm investments
	0
	1,997
	1,997

	Irrigation
	1,097
	-
	1,097

	Marketing and promotion
	902
	902
	902

	Total NPS AMS
	521
	5,498
	6,590


Source: The EU cannot cut its agricultural supports in the Doha Round, Solidarité, 14 September 2009.
 3) The EU average applied OTDS has been of €72.867 billion in 2005-06 

For 2005-06, last notified year, the EU has notified €43.123 bn for the sum of its 4 OTDS components but their actual amount has been of at least €72.867 bn. The under-notified gap of €29.774 bn results from additional €28.731 bn in PS AMSs, €9.756 bn in NPS AMS minus €9.743 bn in the applied BB. We say "at least" because we did not have the time to update the data for the 1995-00 period so that we have used the same gap of €12.548 bn in PS AMSs mainly due to feed subsidies and the same €9.743 bn deduction in the BB. It is clear that the EU subsidies to feed, hence the PS AMSs of animal products having consumed them, have increased significantly since the enlargement from the EU-15 to the EU-25 (from 2004). 
Table 3 – The EU notified and actual OTDS components in 2005-06, its last notified year

	€ millions
	notified
	actual

	Product-specific AMS
	28,427
	57,158

	Non product-specific de minimis
	1,059
	11,815

	Product-specific de minimis
	192
	192

	Blue box
	13,445
	3,702

	Total OTDS
	43,123
	72,867


But the main gap comes from the €14.734 bn in the SPS (Single Payment Scheme of the EU-15) and €1.449 bn in the SAPS (Single Area Payment Scheme of the EU-10 new Members) that the EU has unduly notified in the green box, for the following reasons:  

1) After the WTO ruling on cotton of March 2005 that the US direct payments are not in the green box, hence are in the amber box, because not fully decoupled as farmers are prevented to grow fruits & vegetables, the SPS would be ruled in the amber box as many more EU products are forbidden or capped: fruits & vegetables up to 2010, milk and sugar beet (quotas up to 2015), wine (plantation rights up to 2016), cotton and tobacco (caps since 2004). 

2) The SPS contradicts condition e) of the AoA Annex 2 paragraph 6 that "No production shall be required in order to receive such payments". But the EU regulation of 29 September 2003 states that farmers getting SPS must "ensure that all agricultural land… is maintained in good agricultural and environmental condition", implying "Minimum livestock stocking rates", which is clearly a production. 
3) The SPS remains coupled to agricultural area as farmers must show they have eligible hectares to get their payments, which contradicts the condition d) of the same paragraph 6.
4) The SPS is based on the amount of blue box subsidies of the 2000-02 years, a criterion not foreseen by the condition a) of paragraph 6.
5) A large part of the SPS is granted to feed and more recently also to feedstocks for biofuels, which are both input subsidies placed in the amber box. 
6) Last but not least, as the SPS payments cannot be assigned to a particular product, they are imputable to any product of which they lower the sale price below its EU average production cost. Therefore all EU agricultural exports can be sued for dumping.
7) The remaining BB subsidies are coupled as coexisting with the SPS for the same products: the BB payments are granted "under production-limiting programmes" whilst the SPS allows to produce any product, including products of which the production is forbidden or capped.

2) The subsidies of the non product-specific AMS have been hugely under-notified
All the under-notifications to the WTO are deducted from the EU notifications to OECD, except for irrigation notified to the WTO but irregularly put in the green box.

Table 4 – EU notified and actual NPS AMS in 2005-06, last notified year

	€ millions
	notified
	OECD
	actual

	Agricultural insurances 
	635
	366
	635

	Agricultural fuel
	0
	3,620
	3,620

	Agricultural loans
	337
	388
	388

	Farm investments
	0
	3,326
	3,326

	Irrigation
	806
	207
	806

	Marketing and promotion
	1,620
	3,040
	3,040

	Total NPS AMS
	1,059
	10,947
	11,815
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Slip 6 – The huge under-notifications of the US agricultural trade-distorting subsidies
The US average applied OTDS in the 1995-00 base period has been of $25.201 bn – $19.895 bn in PS AMS + $4.030 bn in NPSdm + $104 mn in PSdm + $1172 bn in BB – against the sum of its 4 notified components of $15.433 bn: $10.408 bn in PS AMS + $3.749 bn in NPS dm + $104 mn in PSdm + $1.172 in BB. And the applied OTDS in 2007, last year notified, has been of $28.167 bn, against the sum of its 4 notified components of $8.520 bn. The US offer to cut its allowed OTDS at $12.863 bn at the end of the implementation period, is unfeasible.   
1) The average PS AMS of 1995-00 has been of $19.895 bn, not the notified $10.408 bn 
Besides the PS AMS notified $10.408 bn – $5.914 bn in market price support and $4.624 bn in non exempt direct payments –, the US should have notified the $4.700 bn of flexibility contract payments (FCPs) and $2.290 bn of market loss assistance payments that the WTO Appellate Body has ruled in the 2005 cotton case to be in the amber box. As the crop insurance subsidies and the subsidies to grazing fees are product-specific and have been hugely under-notified according to US bodies (CRS, GAO, USDA) they should have been notified in the PS AMS for $1.582 bn and $123 mn. And the US did not notify the subsidies to corn-ethanol for $697 mn and has wrongly notified the multi-year crop disaster payments in the NPS AMS ($96 mn). 
2) The under-notified or not notified subsidies of the NPS AMS in 1995-00
The US has notified to OECD $645 mn on average of subsidies to agricultural loans instead of the $48.8 mn notified to WTO. It has also notified to OECD $2.385 bn annually of subsidies to agricultural fuels but nothing to the WTO. And we retain $1 bn of subsidies to irrigation instead of the average notified $376 mn as many experts have said they were of at least $2 bn.  
3) The PS AMS of 2007 has been of $24.666 bn, not the notified $6.266 bn 
The WTO Appellate Body has also ruled in the 2005 cotton case that the fixed direct payments ($5.175 bn in 2007) are in the amber box and that the countercyclical payments are product-specific subsidies to notify in the PS AMS ($893 mn). As for 1995-00 crop insurance subsidies are PS and hugely under-notified according to GOA, CRS and USDA ($3.941 bn), subsidies to grazing fees remain at $123 mn and subsidies to corn ethanol jump at $8.274 bn, of which $2.8 bn in additional revenue of corn producers resulting from the conservative 13% spike in corn prices attributable to the ethanol boom according to FAPRI.  

4) The under-notified or not notified subsidies of the NPS AMS in 2007

We have kept the subsidies notified to OECD for $610 mn to agricultural loans, $2.385 bn to agricultural fuels and we have maintained $1 bn to irrigation.

5) The 2008 Farm Bill has changed in vain the market price support for dairy products
To lower its applied market price support (MPS) for dairy products the 2008 Farm Bill has decided that, instead of notifying the MPS of milk, it will notify the MPSs of butter, nonfat dry milk and cheddar cheese, which would reduce the dairy MPS by $3.5 bn. The snag is that this does not comply with the AoA: if you change the rule to compute the dairy MPS, you have to apply the same calculus for the base period 1986-88 as stated by Article 1 of the AoA and paragraph 5 of Annex 3. Therefore the AMS for 1986-88 was not $23.879 billion but $20.784 bn and the final bound total AMS (FBTA) in 2000 was not $19.103 bn but $16.627 bn. 
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Slip 7 – The criminal definition of dumping by the WTO
For WTO "A product is to be considered as being dumped... if the export price of the product... is less than the comparable price, in the ordinary course of trade, for the like product when destined for consumption in the exporting country (Article 2 of the Agreement on Anti-dumping, repeating GATT article VI.1.a and AoA article 9.1.b). Hence for the WTO there is no dumping as long as products are exported at domestic prices, even if these are below production costs. This definition explains why and how the EU CAP (common agricultural policy) and US Farm Bill have been reformed since the 90s: lowering by steps domestic prices to their world levels and compensating farmers through allowed subsidies of the blue and green boxes will raise the competitiveness of their agricultural products at the export and import levels and the profits of their agro-industries. 

However the Framework Agreement of July 2004 has stated: "The Doha Ministerial Declaration calls for "reduction of, with a view to phasing out, all forms of export subsidies", confirmed by the Hong Kong Declaration: "We agree to ensure the parallel elimination of all forms of export subsidies and disciplines on all export measures with equivalent effect to be completed by the end of 2013" and the Chair's modalities of December 2008: "Nothing in these modalities on export competition can be construed to give any Member the right to provide, directly or indirectly, export subsidies in excess of the commitments specified in Members' Schedules or to otherwise detract from the obligations of Article 8 of that Agreement".
And the WTO Appellate Body (AB) has ruled in the Canada Dairy case of 3 December 2001 that dumping should take into account domestic subsidies to the exported products: "The distinction between the domestic support and export subsidies disciplines in the Agreement on Agriculture would also be eroded if a WTO Member were entitled to use domestic support, without limit, to provide support for exports of agricultural products (paragraph 91)…The potential for WTO Members to export their agricultural production is preserved, provided that any export-destined sales by a producer at below the total cost of production are not financed by virtue of governmental action" (paragraph 92). In the cotton panel of 2004 the EU has admitted that "the same measure may be at the same time an 'export subsidy' in the sense of Article XVI:3 and 'domestic support' within the meaning of the Agreement on Agriculture".

Therefore WTO Members should agree on a straightforward definition of dumping as exports made at prices below the Member's average total cost of production of each product without all subsidies, including upstream the production level (on investments and inputs, of which feed) and downstream (on processing and marketing), and whatever the box in which they are classified: amber, blue and green. More simply all domestic subsidies to an exported product should be considered as export subsidies. This is what "directly and indirectly" in this paragraph 153 should mean. And this should also be the definition of "trade-distorting" subsidies. On the other hand, as long as products are not exported, they can benefit of all types of subsidies and should not be considered as trade-distorting. 
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Slip 8 – The huge EU export subsidies taking into
account the domestic subsidies to its exported products
As we are invited by the WTO Appellate Body, table 1 shows the "comprehensive" dumping of the EU exported products including not only export refunds but all types of agricultural domestic subsidies benefitting, directly and indirectly, to the exported products: direct payments to the exported product, subsidies to feedstuffs consumed by the cattle whose meat or milk is exported, general subsidies of the amber and green boxes which can be attributed to the exported products. Market price supports without subsidies are not included. Export refunds to cereals and dairy are also underestimated as they do not include those to processed products made incorporating cereals and dairy (and sugar). 
Table 1 – The weight of domestic subsidies in the EU dumping in the 1995-00 base period 
	€ million
	Cereals
	Dairy*
	Bovine meat*
	Pig meat*
	Poultry meat*

	Export refunds
	687
	1,579
	1,049
	168
	86

	Domestic subsidies to exports
	1,682
	992
	935
	188
	159

	Total subsidies to exports 
	2,369
	2,571
	1,984
	356
	245

	% of domestic subsidies to total subsidies to exports
	71.0%
	38.6%
	47.1%
	52.8%
	64.9%

	Exports value
	2,982
	4,593
	1,158
	2,184
	891

	Dumping rate (total subsidies to exports/exports value)
	79.4%
	56.0%
	171.3%
	16.3%
	27.5%


* 1996-00 period for dairy, bovine meat, pig meat and poultry meat. 

Sources: Feed subsidies to EU and US exported poultry and pig meats, Solidarité, 10 January 2006; The comprehensive dumping of the EU bovine meat from 1996 to 2002, Solidarité, 19 April 2006; The comprehensive dumping of the European Union's dairy produce from 1996 to 2002, Solidarité, 31 January 2006.
If export refunds have decreased significantly since the 1995-00 base period, this has not been the case for the value of exports and for domestic subsidies to exported products, at least concerning cereals, dairy and meats. Indeed the CAP reform of 1999, which has reduced the guaranteed prices, has increased the direct payments from €54 to €63 per ton of cereals from 2001 on.  And direct payments to bovine meat have increased even more and direct payments have been introduced for dairy farmers from 2004 on.  
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Slip 9 – The overwhelming weight of domestic subsidies in the huge dumping of US cotton 
The Draft of 6 December 2008 states: "AMS support for cotton shall be reduced according to the following formula: Rc = Rg + [(100 – Rg) * 100]/(3 * Rg) with Rc = Specific reduction applicable to cotton as a percentage and Rg = General reduction in AMS as a percentage". As the US notified average cotton AMS (table 2) has been of $801 million in the base period 1995-2000 and as the US has offered to reduce its allowed total AMS by 60%, the above formula implies to reduce the applied cotton AMS at the end of the DR implementation period by 82.22%, i.e. by $658.6 mn, down to $142.4 mn. This is to be compared with the average $3.840 bn in total cotton subsidies in 2001-07 and $2.197 bn in subsidies to exported cotton.

Table 1 – Evolution of the US cotton subsidies from 1995 to 2007

	
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007

	CCC net outlays to cotton
	99
	685
	561
	1,132
	1,882
	3,809
	1,868
	3,307
	2,889
	1,372
	4,245
	3,982
	2,592

	Cotton insurance subsidies
	365
	160
	213
	271
	409
	425
	444
	386
	378
	320
	268
	371
	250

	Storage + loan subsidy 
	9
	12
	11
	111
	216
	63
	87
	270
	552
	500
	782
	309
	228

	Cotton value farm gate
	6,570
	6,410
	5,980
	4,120
	3,810
	4,260
	3,120
	3,780
	5,520
	4,850
	5,700
	5,013
	5,197

	Value agr. production: VOP
	190,110
	205,701
	203,884
	190,886
	184,734
	189,520
	198,502
	194,572
	216,478
	235,688
	236,001
	246,425
	307,041

	Cotton value: % VOP
	3.46%
	3.12%
	2.93%
	2.16%
	2.06%
	2.25%
	1.57%
	1.94%
	2.55%
	2.06%
	2.42%
	2.03%
	1.69%

	Total agr loan subsidies
	719
	713
	610
	610
	610
	610
	610
	610
	610
	610
	610
	610
	610

	Cotton           "
	25
	22
	18
	13
	13
	14
	10
	12
	16
	13
	15
	12
	10

	Total agri fuel subsidies
	2,385
	2,385
	2,385
	2,385
	2,385
	2,385
	2,385
	2,385
	2,385
	2,385
	2385
	2,385
	2,385

	Cotton          "
	83
	74
	70
	52
	49
	54
	37
	46
	61
	49
	58
	48
	40

	Cotton irrigation subsidies
	66
	66
	66
	66
	66
	66
	66
	66
	66
	66
	66
	66
	66

	Total cotton subsidies
	647
	1,019
	939
	1,645
	2,635
	4,431
	2,512
	4,087
	3,962
	2,320
	5,434
	4,788
	3,186

	   " to exporters (STEP 2)
	38
	15
	3
	180
	113
	185
	91
	106
	198
	158
	253
	161
	 5

	Export subs./total subsidies
	5.9%
	1.1%
	0.3%
	10.9%
	4.3%
	4.2%
	3.6%
	2.6%
	5.0%
	6.8%
	4.7%
	3.4%
	0.2%

	Domestic/total subsidies
	94.1%
	98.9%
	99.7%
	89.1%
	95.7%
	95.8%
	96.4%
	97.4%
	95.0%
	93.2%
	95.3%
	96.4%
	99.8%


Sources: USDA, Table 35. – CCC net outlays by commodity & function (http://www.fsa.usda.gov/FSA/webapp?area=about&subject=landing&topic=bap-bu-cc); USDA, RMA, Summary of Business Reports and Data (http://www.rma.usda.gov/data/sob.html); US Notifications to the WTO; National Cotton Council, (http://www.cotton.org/econ/world/detail.cfm?year=1999); Government Accountability Office (GAO)'s report of 7 June 2007 (http://www.gao.gov/new.items/d07944t.pdf); OECD, Producer and Consumer Support Estimates, OECD Database 1986-2005, http://www.nationalaglawcenter.org/assets/crs/RL33697.pdf. http://www.oecd.org/document/55/0,2340,fr_2649_33775_36956855_1_1_1_1,00.html; USDA, Farm and ranch irrigation survey (2003), November 2004; 
Table 2 shows that the average dumping rate (total subsidies to exported cotton/exports value) has risen from 29% in the 1995-00 base period to 76.4% in the 2001-07 period with three peaks in 2002 (140.5%), 2003 (106.9%) and 2005 (105%). This can be explained by the overwhelming weight of domestic subsidies in total export subsidies combined with the huge increase in the percentage of cotton production which is exported, with a peak of 105% in 2008. As the number of cotton farms has dropped from 24,805 to 18,591 between the 2002 and 2007 Census of agriculture, the average export subsidies per cotton farm has been of $133,333 from 2002 to 2007, with a peak at $193,000 in 2005, when it represented 507 times the average per capita GDP of Mali ($507). We understand why the US is not ready to conclude the DR.
Table 2 – Evolution of the US subsidies to exported cotton and dumping rate from 1995 to 2008
	$ million
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008

	Product° 1000 bales
	17,900
	18,942
	18,793
	13,918
	16,968
	17,188
	20,303
	17,209
	18,255
	23,251
	23,890
	21,588
	18,862
	12,38

	Exports              "
	7,675
	6,865
	7,500
	4,298
	6,750
	6,740
	11,000
	11,900
	13,758
	14436
	17,549
	13,010
	16,200
	13,04

	Exports/production
	42.9%
	36.2%
	39.9%
	30.9%
	39.8%
	39.2%
	54.2%
	69.2%
	75.4%
	62.1%
	73.5%
	60.3%
	85.9%
	105%

	Notified cotton AMS
	32
	3
	466
	935
	2,353
	1,050
	2,810
	1,187
	435
	2,238
	1,621
	1,365
	minimis
	

	Farm price: cts/lb
	76.5
	70.5
	66.2
	61.7
	46.8
	51.6
	32.0
	45.7
	63.0
	44.7
	49.7
	48.4
	61.1
	47.9

	Total cotton subsidies
	647
	1,019
	939
	1,645
	2,635
	4,431
	2,512
	4,087
	3,962
	2,320
	5,434
	4,788
	3,186
	

	Domestic subsidies
	609
	1,004
	936
	1,465
	2,522
	4,246
	2,421
	3,981
	3,764
	2,162
	5,181
	4,627
	3,181
	

	  "  to exported cotton
	261
	363
	373
	453
	1004
	1,849
	1,312
	2,755
	2,838
	1,343
	3,808
	2,790
	2,732
	

	Actual export subsid.
	299
	378
	376
	633
	1,117
	1,154
	1,403
	2,861
	3,036
	1,501
	4,061
	2,951
	2,737
	

	  "/total cotton subsid.
	46.2%
	37.1%
	40.0%
	38.5%
	42.4%
	26.0%
	55.9%
	70.0%
	76.6%
	64.7%
	74.7%
	61.6%
	85.9%
	

	Cotton exports value
	3,465
	3,003
	2,709
	2,518
	1,309
	1,809
	2,079
	2,036
	2,840
	4,508
	3,869
	4,666
	4,294
	4,774

	Dumping rate
	8.6%
	12.6%
	13.9%
	25.1%
	85.3%
	63.8%
	67.5%
	140.5%
	106.9%
	33.3%
	105.0%
	63.2%
	63.7%
	

	US exports/world exp.
	35.1%
	
	
	
	
	26.4%
	31.6% 
	35.0%
	39.0%
	42.3%
	39.4%
	34.6%
	39.4%
	

	Export subs./producer
	
	
	
	
	
	
	
	0.115
	0.129
	0.067
	0.193
	0.149
	0.147
	


Sources: those of table 1; 1 bale=218 kg; http://cottonusa.files.cms-plus.com/economicData/CWS-yearbook-12-10-2007.pdf; http://www.ers.usda.gov/Data/Fatus/
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Slip 10 – The unknown but huge dumping of the EU cotton
The EU would be submitted to the same reduction formula on its domestic cotton AMS as the US during the 1995-00 period (€800 million on average according to the EU Court of Auditors data, larger than the notified AMS), implying a reduction rate of 84.29%, i.e. by € 674.3 mn, bringing it down to €125.7 mn. This is to be compared to the €952 mn in 2005 and €915 mn in 2006 notified in the blue box but, from 2007, 65% of cotton subsidies have been transferred to the Single Payment Scheme which claims to be in the green box, wrongly as we have shown.
The 5 December 2007, in a special Committee on agriculture meeting, the EU said it wanted "to raise a proposed ceiling on subsidies for EU cotton farmers as part of a final Doha Round deal on agriculture" and asked that €300 mn of subsidies be classified as "blue box" and that, "In exchange… it would reduce cotton payments in the amber box to zero", which is a confession that, despite the Council Regulation (EC) No 637/2008 of 23 June 2008, the 35% of its cotton support are not in the blue box.
Although the EU production dropped by 26% from 1997 to 2006, imports have fallen by 63% and exports have increased by 88% so that their share of the production has jumped from 37.2% to 94.6%, a higher proportion than for the US although the exported volume is clearly very much smaller. However exports have fallen sharply in 2007. 
	Table 1 – EU domestic subsidies to cotton and exported cotton from 1997 to 2006

1000 tonnes and million €
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	Av. 97-02
	Av.03-06
	03-06/97-02

	Production     (1000 tonnes)
	478
	501
	573
	543
	572
	474
	429
	504
	548
	354
	349
	505
	437
	-14.4%

	Imports                   "
	939
	857
	690
	761
	675
	689
	536
	472
	445
	356
	338
	767
	429
	-41.3%

	Exports                   "
	178
	130
	250
	232
	245
	206
	256
	286
	223
	318
	164
	207
	249
	+32.9%

	Net imports
	699
	558
	771
	683
	719
	585
	347
	339
	90
	118
	174
	669
	214
	-66.5%

	Exports as % of production
	37.2%
	25.9%
	43.6%
	42.7%
	42.8%
	43.5%
	59.7%
	67.3%
	40.7%
	94.6%
	47%
	41%
	57%
	+55.4%

	Consumption      
	1148
	1042
	1292
	1255
	1206
	1105
	886
	792
	621
	540
	485
	1065
	617
	-43.8%

	Subsidies to cotton     (M €)
	800
	761
	903
	855
	733
	804
	873
	835
	952
	915
	
	809
	894
	+10.5%

	Subs. to exported cotton  "
	298
	197
	396
	384
	350
	367
	481
	515
	473
	866
	
	332
	584
	+75.9%


Source: European Commission, DG Agriculture and http://ec.europa.eu/agriculture/analysis/perspec/foodprice/cotton_en.pdf
Consequently, if the EU total direct payments to cotton have risen by 14.4% from 1997 to 2006, payments to the exported cotton have jumped by 190.6%, i.e. have almost trebled! This is a minimum as we did not take into account the other subsidies to the EU cotton growers, among which amber box subsidies other than direct payments (irrigation, credit and insurance), a share of green subsidies that could be allocated to cotton, Member States (Greece and Spain) subsidies and other Rural Development subsidies. 

Comparing the €866 mn or $941.6 mn of EU subsidies to the exported cotton to the $413.1 mn value of the 335,000 tons exported in 2006 shows an amazing dumping rate of 228%!   

We wonder why the EU, one large net cotton importer, exports the bulk of its production, as if it were of a lower quality than that required by its industries. Yet, the export price of the EU cotton has been 10% higher on average from 2005 to 2007 than that of Mali, considered of a high quality. 
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Slip 11 – The necessary distinction between support and subsidy
The medias, international institutions and many NGOs continue to circulate that OECD countries are subsidizing their farmers at $1 bn a day ($368 bn on average from 2006 to 2008), and in 2001 they even said that each EU cow was subsidized at €2 a day, more than what 2.8 billion human beings had to live on according to the World Bank! 

To demystify these figures, we must distinguish the concepts of support and subsidy, although OECD and free-traders prefer to blur it. If a subsidy – a public expense financed by taxpayers – is a support, the reverse is not true: support is a broader concept encompassing 'market price supports' through import protection increasing the gap between domestic and world prices.

For OECD, free traders and the WTO for which "market access" is the first objective of the Doha Round, import protection deprives consumers to buy their food (and other goods) at world prices to which they are entitled so that they suffer a negative consumer's surplus, the gap between the domestic and world prices considered as a distortion. OECD considers this gap as a 'transfer from consumers to producers', translated as a consumers’ subsidy to farmers. 

The two main OECD indicators of agricultural supports are the TSE (total support estimate) and the PSE (producer support estimate) whose amounts were in 2008 of respectively $375 bn and $265 bn. The TSE is equal to the PSE plus the GSSE (general services support estimate), which groups together the subsidies granted to farmers collectively and in kind (agricultural education, research, extension, infrastructures, etc.). As the 'market price support' ('transfer from consumers to producers') was $123 bn, 33% of the TSE and 46% of the PSE, their actual subsidies are much lower than the medias' figures: $252 bn and $142 bn respectively.

Furthermore the OECD concept of 'market price support' is totally flawed since it implies that farmers are selling to consumers, which happens for less than 10% of their products, the rest being sold to agri-food industries which are pocketing the surplus without any transfer to consumers. The European Court of Auditors has underlined that the high reductions in the prices of cereals and bovine meat since 1992 had not been transmitted to consumers. Furthermore it is incoherent to consider the world prices, which OECD recognizes as hugely dumped prices, as the true prices on which each country should align its domestic prices.
The so-called $2 subsidy given daily to each EU dairy cow came from dividing the €16bn of EU PSE for dairy per 21 million milk cows and by 365 days: a hoax since the market price support represented about 80% of the dairy PSE and the actual subsidy would have been at most of $0.44, most of which being used unfortunately as export refunds and for public stocks paid to farmers at the intervention price and eventually sold at a high loss on the world market. Furthermore Maurice Doyon et al. have shown that the EU dairy farmers were subsidizing consumers, who would have paid higher prices under free-trade because New-Zealand, whose production represented only 2.2% of world production although its milk price was considered as the world price, would have be totally unable to satisfy the world demand.  
The following slip shows why product-specific AMSs linked to administered prices have no economic meaning.
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Slip 12 – The product-specific AMSs linked to administered prices are meaningless
Product-specific (PS) AMSs (aggregate measurement of support) linked to administered prices (intervention prices in the EU) are meaningless, being computed as the eligible production multiplied by the gap between the present administered price and the world reference price of the 1986-88 period. They have been the main component of the EU, US and Japan total AMS in the 1995-00 period, but are a fake market price support (MPS) as they won't have had any impact on prices without coexisting with other more determinant measures: import protection, export subsidies, production quotas, set aside, external and domestic food aid. Reducing this fake MPS AMSs has been the main means, particularly for the EU and Japan, to reduce their total AMS without any reduction in their actual subsidies, or rather allowing to increase them.
How many WTO Members know that, in the 1995-00 period, the EU subsidy component of its average annual AMS have represented only €4.822 bn or 10% of the €48.425 bn notified? And that the US proportion of the MPS in its notified AMS had been of 56.9%? William R. Cline stated in the USDA 2007 Agriculture Outlook Forum: "The bound AMS contained about $6 billion of pure fiction, a remarkable concept called 'Market Price Support' (MPS)… There is no actual taxpayer money paid out for the MPS, it is pure accounting… Getting rid of the phony subsidy will make it easier to get rid of phony subsidy cuts". In Japan the support price for rice was eliminated in 1997, and Japan's AMS notified to the WTO dropped by $20 bn but, as there was no change in import protection, the actual support remained the same. 
The suppression the 1st July 2002 of the intervention price of beef has allowed the EU to cut its total AMS by €11.9 bn from one day to the other, without any impact on the market price which has increased in the following years because of a high import protection. In the EU, the sugar AMS linked to its intervention price amounted to €5.9 bn in 2000-01 and comparable amounts the preceding years, although public purchases at the intervention price have only occurred once in 25 years, because high domestic prices have been maintained through a high import protection and production quotas. The AMS linked to the intervention prices of butter and skimmed milk powder amounted to €5.951 billion in 2000-01, but the EU expenses on dairy have only reached €1.907 bn. Conversely the absence of administered prices, then of AMS, for poultry and eggs in Canada did not prevent their high prices due to a high import protection and an efficient supply management. 
The inconsistency of this fake MPS 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 AMS supports continue to be presented as the most trade-distorting ones. What they are clearly distorting is the understanding of WTO Members. Therefore AMSs linked to administered prices should be eliminated altogether since they have allowed developed countries to look like reducing much their coupled supports when they have increased instead their so-called decoupled subsidies.
Let us make clear that we are not advocating to eliminate intervention prices and public stocks – they are essential components of any supply management policy – but to underline that they cannot be effective without an efficient import protection at the same time. 
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Slip 13 – Why import protection is the least protectionist type of agricultural support
1) As Vandana Shiva puts it, "Free trade is not anti-protectionism. It is the protectionism of the mighty". Import protection is indeed the only support affordable to poor countries, unable to subsidize their farmers significantly, the more so as they represent generally the majority of their active population.

2) All types of subsidies, even the green ones on environmental grounds, reduce production costs and have a dumping effect when the benefiting products are exported.

3) Only rich countries can use subsidies to protect themselves from imports without having to use tariffs, the subsidies compensating the reduction of domestic prices closer to their world level so that the agri-food companies have less economic interest to import. 

4) Import protection is the only means to rebuild market-oriented agricultural policies, where farm income would be based on domestic prices, not on the highly volatile and dumped world prices. The EU Commission claims that, with the allegedly fully decoupled "single farm payment", the CAP allows farmers to better respond to market signals, i.e. to prices. But these prices are not market prices as they are much below the EU average production cost without subsidies so that the EU agricultural exports could be sued for dumping using the simplified procedure that the EU is using against imports from "non market economies". Indeed article 1.c) of the Council regulation (EC) n° 384/96 of 22 December 1995 384/96 specifies that one should bring "sufficient evidence that the producer operates under market economy conditions, that is if: decisions of firms regarding prices, costs and inputs, including for instance raw materials, cost of technology and labour, output... are made in response to market signals reflecting supply and demand, and without significant State interference in this regard".
5) Rebuilding a new AoA on food sovereignty – i.e. on an efficient import protection without dumping hidden in domestic green subsidies – would simplify the AoA enormously: so long as any country could use the type of import protection measures it deems appropriate, we would not need rules on domestic supports. Even export refunds should not be a problem if their detrimental effect could be prevented through import protection. However, given the political inability of most DCs to increase this protection as a consequence of pressures from the IMF and World Bank, the elimination of explicit and implicit export subsidies remains a priority.

6) Contrary to the demands of the G-20, exporting more agricultural products does not benefit the vast majority of DCs' small farmers. For Via Campesina and ROPPA, "in LDCs, the first priority of farmers is to produce for their families, then to seek access to their domestic market, before seeking to export. The EU decision ("Everything But Arms") is only going to strengthen the profit of large companies that use the resources and labour force of LDCs to grow cash crops aimed at the EU market".    
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