Part 2: The king is naked: the impossible U.S. promise

by Jacques Berthelot, Solidarité
11/12/2005 

The US cheatings on irrigation subsidies 

37.    The paragraph 2, point (vii), of AoA Annex 2 identifies among the general services subsidies of the green box exempted from reduction: "water supply facilities, dams and drainage schemes… In all cases the expenditure shall be directed to the provision or construction of capital works only, and shall exclude the subsidized provision of on-farm facilities other than for the reticulation of generally-available public utilities. It shall not include subsidies to inputs or operating costs, or preferential user charges". 

38.    The US has notified to the WTO €315.7 million in irrigation subsidies for 1999 and 2000 and $300 million for 2001 "calculated by the Bureau of Reclamation (BOR) based on a “debt financing method.” A long-term interest rate is applied to the outstanding unpaid balance of capital investment by the Government in irrigation facilities to obtain the subsidy. Irrigators repay the principal but not the interest on the project debt. Estimates do not exist for each year, so the 1997 estimate was also assumed for 1998, and the 1999 estimate was assumed for 2000". 

39.    Actually the notified figures of $315.7 and $300 million are ridiculously low in relation to the actual amount of subsidies. Indeed water subsidies have been a permanent nightmare of the US authorities and the US General Accounting Office has devoted about ten reports on the issue. 

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

41.    The first way to compute irrigation subsidies is by evaluating the gap between the cost of irrigated water to the government and the price charged to irrigating farmers. 

a) US irrigators have only to repay a small part of the principal after at least 50 years and have been exempted of paying interests on the principal. According to a US General Accounting Office (GAO) report of 1996 on the Bureau of Reclamation policy, "The federal government has spent $21.8 billion to construct 133 water projects in the western United States that provide water for various purposes, including irrigation… As of September 30, 1994, irrigators had been allocated $7.1 billion of the $16.9 billion federal investment in water projects considered reimbursable. However, as a result of adjustments made after analyzing the irrigators’ ability to pay and relief granted through specific legislation, that amount was reduced to $3.4 billion – or 47 percent of the irrigators’ allocated share of the construction costs… In addition, irrigators generally have 40 years or more to repay their share of these costs, often after a period of up to 10 years in which the irrigators receive water to develop their land but are not required to begin payments… For example…the irrigation component of the Tualatin project [Oregon] represented $31.5 million… However, because of interest-free financing and a 64-year repayment period, which began in 1976, the federal subsidy provided to the irrigators amounted to $30.6 million, or 97 percent of the construction costs allocated to irrigators"[23]. 

b) A previous GAO report of 1983 explained that "The Water Supply Act of 1958… precludes Federal water agencies from fully recovering the Treasury's borrowing costs to finance water projects because it (1) establishes interest rates that are lower than the Treasury's actual borrowing rates and (2) requires the agencies to use the interest rate in effect when construction starts for computing interest costs during the 50 or 60 year repayment period, rather than the actual rates in effect when the money is spent. Also, although not required by the act, the agencies use simple interest based on existing agency policy to compute interest during construction rather than more appropriate compound interest"[24]. Indeed, in November 1980 the Commissioner of Reclamation required the Bureau to compute interest during construction for all future projects, for repayment and accounting purposes, on a compound basis.         

c) The GAO explains the right way to compute the irrigation subsidy: "To compute the interest subsidies, we determined the difference between the actual payments required by the water user repayment contracts and the payments necessary to fully amortize the construction costs with interest. The difference represents the subsidy, or the interest amounts not reimbursed to the U.S. Treasury. Since the interest foregone today is worth more than interest foregone 50 or 60 years from now, we discounted all future dollars to their present worth… To calculate the subsidy, we first computed the interest foregone during construction on a compound basis, using the Treasury's borrowing rates in effect during each year of construction… To compute the interest foregone during the repayment period, we combined the interest costs accrued during construction with the construction costs. We multiplied this figure by the proportion of project costs allocated to irrigation. We then compared the actual payments as required by the repayment contract with the payments that would be required to fully amortize the estimated construction costs with interest. The difference between each non interest payment and payment with interest is the actual interest subsidy for each payment"[25].

d) On the $7.102 billion in principal repayment owed by all 133 projects to the Bureau of Reclamation, as of 30 September 1994 only $945 million had been paid, knowing that the largest irrigation works were built in the 50s and 60s. Let us assume that the principal to reimburse in 50 years was a conservative $6 billion and let us use a conservative 4.5% interest rate [26]. The irrigators should have paid an annuity of $303.61 million during 50 years to reimburse the principal and interest, which means they would have paid a total of $15 billion, of which $9 billion in interests. However, since they did not pay the annuities, the unpaid interests have been added to the principal and, on a compound basis, they would have to pay the last year $54.20 billion, of which $48.20 billion in interests! And, since most irrigation contracts are already 50 years old, it is this amount of subsidies which is already due. 
e) The Central Valley Project (CVP) is the largest US water project covering 3/4 of the irrigated land in California and 1/6 of US irrigated land. On $1,124 million in construction costs allocated to irrigators, as of 30 September 1998, they had only repaid $63 million (5.6%) since the beginning of the construction in 1939 and total repayment, after the renewing of water contracts in 2005 is due for… 2030! In 1985 already "Irrigation water users pay an average of $6.15 per acre foot; the cost to the Federal Government is $72.99, resulting in a 91 percent subsidy" [27]. That means that the water rates do not even cover the operation and maintenance costs of water facilities since "the rates were established under the assumption that operation and maintenance costs would remain stable over time". 
The highly skewed distribution of water prevents any fundamental change in irrigators' "ability to pay": in 2002, 10% of farmers got 67% of the water, for an average subsidy of $349,000 at market rates for replacement water, 27 farms received subsidies of $1 million or more compared to a median subsidy of $7,076 and one farm got more water than 70 water user districts, for a subsidy of $4.2 million at market rates[28]. The Reclamation Reform Act of 1982 increased the acreage limit from 160 owned acres to 960 acres of owned or leased land that a farmer could irrigate with subsidized water. In fact this limit has been circumvented through artificial distribution of the land property or leasing among relatives. 
f) Another GAO's report of 1994 underlined that "Charging farmers the costs to fully repay all capital costs with interest would decrease profits by a total of 34 and 6.9 percent for the San Joaquin and Sacramento farms, respectively.  Both farms would remain profitable under all simulated rate increases… Economic studies GAO reviewed indicate that reduced profits will be expressed in decreased land values and therefore decreased land rental costs.  Decreased rental costs will partially offset increased water costs… If irrigators paid full-cost rates for water, which include both the capital costs owed and the interest on them, the present value of the amount repaid would be $800 million more than would have been repaid between now and 2030 without interest under the existing rate schedule"[29]. The report shows also that "Our farm budgets revealed that the cost of CVP water is a small portion of total production costs. On the basis of the cost-of-service rate, the cost of CVP water would range from 1 to 6.6 percent of the total production costs for the five selected commodities (cotton, rice, wheat, garlic, tomatoes). The majority of farm production costs are for all other production factors, including land rent, and preharvest and harvest costs such as fertilizer, electricity, labor, and machinery… Profits for farmers growing crops such as wheat, rice, or cotton, which have a relatively low value per acre, will be influenced more by increases in water costs because water represents a larger portion of the crop's value". 
g) The Bureau of Reclamation is only the main federal body having financed irrigation: many other entities – US Corps of engineers, USDA (EQIP, Rural Utilities Service), States (e.g. California, which has financed most of the State Water Project) and local governments – are also involved. A report of the Congressional Budget Office of 1983 listed already "about 25 federal agencies are associated with as many types of water projects, each conducting business under different conventions for sharing project costs with the states and localities"[30].
h) The California State Water Project (SWP)’s, the largest State water project in the US with a capital cost of $5.3 billion through 2002, began to deliver water in 1962 and delivers water in 2002 to 23 million residents and irrigates 755,000 acres of farmland. SWP applies the same preferential treatment for irrigators as the CVP. Whereas the average cost of untreated water is $147 per acre-foot of water for municipal and industrial users, the Kern water agency receives 42% of the water at an average rate of $45. And the two water districts controlled by the nation’s largest agribusinesses, Tulare Lake Basin and Dudley Ridge, pay a little under $30 an acre-foot[31]. The water contracts were signed from 1963 to 1967 with a duration of 75 years (through 2035).
42.    A second way of approaching water subsidies is to compare the water rate paid by farmers to the rate paid by other customers for the same untreated water. 
a) Canadian lawyers, acting on behalf of the Dairy Farmers of Canada, have come in 2003 to this staggering conclusion: "Although the value of the subsidy provided to agricultural producers in the form of water sold at below market rates has not been notified to the WTO by the USA, this Report reviews water rates charged by irrigation districts in California. Based on the value of the below-market water provided to agricultural producers relative to the costs charged to non-agricultural users, the value of the irrigation subsidy provided to U.S. producers through the 130 projects is well in excess of USD $10 billion per year and may well be in the range of USD $25 to $30 billion per year"[32]. However their argumentation could have been more argumented.            
b) More precise is the 16-month investigation of the Environmental Working Group (EWG)'s, endorsed by a group of experts: "At a time when California water is scarce and expensive, taxpayers guarantee Central Valley farms an abundant and cheap supply through a subsidy worth up to $416 million a year"[33]. It shows that the 6800 irrigated farms of the Central Valley Project (CVP) paid on average in 2002 $17.14 per acre-foot of water, ten times less than the replacement cost of the same untreated water ($170.42) and "less than 2 percent what Los Angeles residents pay for drinking water". 
Water subsidies for the entire Central Valley Project in California in 2002
	Amount of CVP water purchased in 2002 (acre-feet)
	2,722,574

	Amount paid to the Bureau of Reclamation
	$47,700,570

	Subsidy calculated at Federal "full cost" rate
	$59,682,672

	Subsidy calculated at State Environmental Water Account rate
	$304,818,312

	Subsidy calculated at Replacement Water Rate
	$416,280,491


EWG calculated that, depending on how the market value of the water is defined, CVP farmers are receiving between $60 million and $416 million in water subsidies each year. The first figure represents the subsidy if the water is priced at the Bureau of Reclamation's so-called "full cost rate," which is much below the actual full cost of delivering water to farmers. The higher figure comes from comparing the average price for CVP water to the cost of replacement water supplies from proposed dams and reservoirs on the San Joaquin River estimated by the Bureau of Reclamation, the real cost being twice as much. The intermediate figure of $305 million reflects the gap between the average CVP rate and the price paid for CVP water by the Environmental Water Account to restore fish and wildlife habitat in the Bay-Delta area.
c) These gaps between farmers' and replacement' rates are close to those between the farmers' rates and the rate charged to municipal and industrial customers for the same untreated ground or stored water in some other water districts of California outside the CVP: respectively $20 and $200 in the Santa Clara Valley Water District for Fiscal Year 2004-2005 and $47.6 and $189 in the Antelope Valley East Kern Water Agency.
However the disparity in the rates is very large: some irrigation districts in California and Nevada sell water above $150 per acre-foot. On the other hand the Central Utah Project delivers water to Utah farmers at $8 per acre-foot. Its farmers in turn produce crops that yield $30 per acre-foot, yet the water costs taxpayers about $300 per acre-foot.
d) However, if CVP consumes 28% of the total acre-feet of irrigated water in California,  CVP rates are among the lowest in California. Nevertheless the Farm and Ranch Irrigation Survey (FRIS) for 2003[34] shows that the average cost per acre-foot of off-farm water supply ($29.56) was 61.6% higher in California than the national level ($18.29), so that the cost of off-farm irrigated water in California ($360 million) represented 62.3% of the national total ($579 million) since the volume of irrigated water from off-farm sources used in California (12,189,829 acre-feet) represented 38.5% of the national total (31,638,466 acre-feet). However the FRIS shows also that the average rate per acre-foot of water for CVP farmers in 2002 ($17.14) was very close to the US average rate of water from off-farm sources ($18.29). 
e) Applying the same subsidy rate of $170 per acre-foot to the 31,638,466 acre-feet irrigated in the US from off-farm sources would give an annual subsidy of $5.379 billion. And applying the same subsidy rate to all 86.894 million acre-feet of irrigated water in the US, including from on-farm sources, would get to total subsidies of $14.772 billion! Even if we halve the subsidy per acre-foot, to $85, to take into account the likely higher irrigation subsidy per acre-foot in California than at the average national level and the lower cost of on-farm irrigated water, we still would have $7.360 billion. We are very far indeed from the $300 million notified to the WTO. On the other hand, this amount would already represent 77.1% of the US non-product specific AMS for 2001.
43.    A third way, close to the former, to compute the subsidy would be to use the water rights market in which irrigating farmers are selling part of their rights at a much higher price that they are paying to their water districts. This way has been promoted by public authorities and researchers as an efficient means to reduce the irrigated water to face the increasing municipal, industrial and environmental needs and to induce farmers to adopt more environmental friendly agricultural practices.  
For Erin Schiller, "In San Diego an acre-foot costs the average household 100 times that of the average San Diego farmer. Artificially low prices for water provide farmers with little incentive to conserve… Agricultural water rights rely on a "use-it-or-lose-it" basis, meaning that if a farmer does not use all the water he is allocated, he will lose his right to that water… Responding to drought in the late 1980s, the state offered farmers $125 per acre-foot for water, which it in turn sold to municipalities. Not surprisingly, farmers eagerly sold more than 500,000 acre-feet once selling water had become profitable. Even during a drought, abundant water could be found once the right incentives were in place…Shifting just 10 percent of the water currently used for agriculture to municipal use would more than meet California’s urban water needs for the next twenty years"[35].
44.    The fourth way to compute the irrigation subsidies is the one that the US pretends to have used for its notification to the WTO: "the debt financing method" (paragraph 38). With the difference that its figures are far below the truth.
a) From 1962 to 2001, the debt service in bonds sold by the California State Water Project – of which irrigation facilities are only a small part however – have reached $11.468 billion, of which $4.815 billion in principal and $6.652 billion in interests at an average (not weighted) annual rate of 4.61% [36]. The bonds issued have largely serve to reimburse previous bonds since the bonds maturity does not exceed at most 30 years whereas the water contracts last 75 years. On the total expenses of $14.247 billion registered from 1952 to 2002, $6.337 billion were for project operations maintenance and power costs and $6.823 billion for debt service ($1.653 billion of principal and $5.171 billion of interests). For 2003 alone payments on bonds were of $95.9 million for the principal and $154.7 million for the interests. 
b) Apart from its Federal budget appropriations and the collection of water rates, the Bureau of Reclamation and the large projects like the CVP and individual water districts have also been and are still issuing a large array of bonds to finance their water operations. Unfortunately we have not been able to find rapidly the details of this debt management.
By the way, if it might be justified to finance through public debt heavy irrigation infrastructures generating profitable private investments, they should reimburse the initial public involvement in the long run, at least in developed countries, since public funds have a large opportunity cost, given other social needs, particularly in the US. This permanent public "debt financing method" of the irrigation costs is in line with the headlong flight of the US economy in an unsustainable growing indebtedness vis-à-vis the rest of the world, which brings in an increasing share of the world savings much more needed by the poorest countries.  
45.    Irrigation subsidies are finally also available on irrigation equipment, mainly through the Environmental Quality Incentives Program (EQIP), supposedly promoting environment friendly practices, at a subsidy rate of 36% from 1997 to 2001, within an envelope of $66 million per year and with an average subsidy of $14.12 per acre on 4.5 million acres which can go up to 90% of the cost. This envelope has been multiplied by 5 from 2002 to 2007. 
46.    Other subsidies highly significant in irrigation projects are the tax rebates on agricultural fuel used in pumps, tractors and other automotive equipments (see also paragraph 52). 
47.    Finally all the irrigation subsidies can be imputed to the various irrigated crops, so that they should be notified in the product-specific AMSs, from which we can also derive their export subsidy component when exported. The five main grains – corn, wheat, soybean, rice and cotton – represented 48.2% of irrigated land (25,440,295 acres) in 2003. Let us focus on cotton and rice, more important for developing countries.
48.    Cotton: 4,080,054 acres of US irrigated cotton were harvested in 2003 with an average yield of 996 lb of lint per acre or 1116 kg per hectare (against an average 711 lb per acre, or 797 kg per hectare, for the whole cotton, most of which not irrigated, in 1997). 
In California 757,008 acres were harvested in 2003 with an average yield of 1,332 lb of lint per acre (1493 kg per hectare). Cotton production in California requires at least 2.5 acre-feet of irrigation water per acre. Taking a conservative minimal subsidy of €85 per acre-foot (paragraph 42.e), the subsidy per acre was $212.50 ($525.09 per hectare) and the subsidy per lb was 15.95 cents ($35.17 per ton). For 417,375 tons of cotton exported by California in 2003 for $676.436 million (i.e. at $1621.7 per ton), the total export irrigation subsidy amounts to $14.68 million, i.e. 2.2% of the export value. 
For the whole country, allowing for a conservative irrigation subsidy per ton 50% lower than in California – i.e. a quarter of the estimate of the Environmental Working Group for the Central Valley Project –, the export subsidy related to irrigation (i.e. not taking into account the major part of cotton which is not irrigated) on the 2.688 million tons of exported cotton in 2003 has reached $47.3 million. This represents 43.8% of the export value of cotton by Burkina Faso the same year. 
Irrigation subsidies have not yet been considered in the various reports made on the impact of US subsidies on cotton, particularly in the simulation made by Daniel Sumner who has concentrated on the "six subsidy programs… (1) the marketing loan, (2) the production flexibility contract payments and direct payments; (3) the market loss assistance payments and the counter-cyclical payments; (4) the crop insurance subsidies; (5) the Step-2 payments to buyers of U.S. cotton; and (6) the export credit guarantee subsidies"[37].
49.    Rice: 2,994,757 acres were irrigated in the US in 2003, with an average yield of 69 cwt per acre. 
An acre of rice requires at least 7 acre-feet of water in California, where 595,932 acres were harvested in 2003 with an average yield of 78 cwt per acre, i.e. a production of 2.361 million tons. California has exported 18,395,000 cwt of rice in 2003, i.e. 934,466 tons (for $217.144 million, at $232.4 per ton), i.e. 24.7% of the US 3.785 million tons of rice exports (for $1031.1 million, at $272.45 per ton). If we took the same irrigation subsidy of €85 per acre-foot of irrigated water in California, 4,171,524 acre-feet were required for the whole production, i.e. €354.580 million in irrigation subsidies and $140.340 million for the exported Californian rice, i.e. an incredible $150.18 per ton, 64.62% of the export price! 
However an important caveat to this analysis is that many farmers growing rice in California are located in the Sacramento Valley where they have been enjoying free water rights from the Sacramento River for a long time, before the CVP was built and now they receive this water through CVP facilities, but the water is not considered CVP water and not charged. For example, the Glenn-Colusa water district receives about 720,000 acre-feet of river-rights water and 105,000 acre-feet of CVP water. Any changes in the Bureau of Reclamation rates would not affect the cost of owned river-rights water. However this fact questions the legitimacy of perpetuating such private rights conducive to high external costs not only in the rest of the world but already in California where there is, and will be even more in the future, an increasing scarcity of water for other needs than irrigation. 
Let us add that California's exports of rice have been 5% higher than Senegal imports in 2003 (890,044 tons) and that the corresponding export subsidy has represented 64.6% of the import value of rice in Senegal. 
On the other hand 51% of California rice (476,778 tons) was exported to Japan, which is forced by WTO to import about 700,000 tons as a tariff-rate quota, before re-exporting it as food aid, mostly to Sub-Saharan Africa! When it is not directly the US which sends it as food aid through US NGOs, in both cases disrupting totally the profitability of growing rice in Africa[38].   
50.    The same type of evaluation of irrigation subsidies could be extended to exported wheat, corn and soybeans, and to the exported animal products derived from them. 
51.    Finally we should underline that the US is not the only developed country to grant large irrigation subsidies. The EU is doing the same, particularly in Spain, Italy and France, and  the EU does not notify any of them, not even in its green box.         
The US cheating on agricultural fuel subsidies
52.    The US has communicated to OECD the same figure of $2.385 billion in agricultural fuel subsidies from 1995 to 2004, which again allows some doubt about the seriousness with which USDA is preparing its data. But no notification at all was made to WTO, not even in the green box. The upsurge in oil prices since 2002 has naturally increased also the subsidies on agricultural fuel.
Preliminary conclusions on the impact of these under notified subsidies 
53.    Adding the irrigation subsidies ($7,360 million), the agricultural credit subsidies ($610 million) and the agricultural fuel subsidies ($2,385 million) brings already the non product-specific AMS at $10.355 billion, $809 million beyond the de minimis level of $9.546 billion. 
Furthermore, if there could be some disagreement about the level of irrigation subsidies, the necessary inclusion of most collective green box subsidies into the non product-specific AMS would in all cases blow up the de minimis exemption[39]. But, before, we will see that individual so-called green box subsidies should themselves be put in the product-specific AMSs. 
The PFC payments and direct payments cannot be put in the green box
54.    The US has notified in the green box the preceding "production flexibility contract" (PFC) payments (or AMTA) and the fixed "direct payments" that have replaced them from the 2002 Farm Bill:
Production flexibility contracts (PFCs) and direct payments from 1996 to 2004
	$ million
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003
	2004

	PFC payments
	5,973
	6,120
	6,001
	5,046
	5,049
	4,040
	3,500
	-281
	4

	Direct payments
	-
	-
	-
	-
	-
	-
	367
	6,704
	5,242

	Total
	5,973
	6,120
	6,001
	5,046
	5,048
	4,040
	3,867
	6,984
	5,246


55.    However these payments are not complying with the conditions for the decoupled income support of the AoA.
a) Paragraph 6 of the AoA Annex 2 lays down the conditions for putting the decoupled income support in the green box:
"(i) Eligibility for such payments shall be determined by clearly-defined criteria such as income, status as a producer or landowner, factor use or production level in a defined and      fixed base period.
(ii) The amount of such payments in any given year shall not be related to, or based on, the type or volume of production (including livestock units) undertaken by the producer in any year after the base period.
(iii) The amount of such payments in any given year shall not be related to, or based on, the prices, domestic or international, applying to any production undertaken in any year after the base period.
(iv) The amount of such payments in any given year shall not be related to, or based on, the factors of production employed in any year after the base period.
(v) No production shall be required in order to receive such payments".
b) PFC payments and direct payments do not comply with two of these criteria: 
1- They do not comply with condition ii): the WTO Appellate Body has ruled the 3 March 2005, in the cotton case, that the only fact to have forbidden the production of fruits and vegetable, melons, walnuts and wild rice has coupled PFCs and direct payments: 
"341…For all these reasons, we  uphold  the Panel's finding… that conditioning production flexibility contract payments and direct payments on a producer's compliance with planting flexibility limitations regarding certain products, coupled with the flexibility to produce certain other products, means that the amount of payments under those measures is related to the type of production undertaken by a producer after the base period, within the meaning of paragraph 6(b) of Annex 2 of the  Agreement on Agriculture. 
342. Accordingly, we also uphold the Panel's finding, in paragraphs 7.413 and 7.414 of the Panel Report, that production flexibility contract payments and direct payments are not "decoupled income support" within the meaning of paragraph 6, are not green box measures exempt from the reduction commitments by virtue of Annex 2 of the Agreement on Agriculture, and are not, therefore, sheltered from challenge by virtue of paragraph (a) of Article 13 of the Agreement on Agriculture.  Rather, these measures are support covered by the chapeau to paragraph (b) of Article 13, and are to be taken into account in the analysis of that provision".
On the other hand, if the payment rate of PFCs was not fixed, this objection does not apply to direct payments for which the payment rate remains unchanged. 
2 - They do not comply with condition iv), which is violated twice: 
i) On one hand the payment is fixed since based on individual historical data (acreages of 1996 and yields of 1985) for the base crops concerned: wheat, corn, barley, grain sorghum, oats, cotton and rice. Indeed the payment is worth the product of the payment rate by the payment yield and by 85% of the base acre of each farm for the specific crop. 
ii) But, on the other hand, the 2002 Farm Bill has permitted to update base acres to reflect the 4-year average of acres planted, plus those "prevented from planting" due to weather conditions, during the 1998-2001 crop years. Furthermore direct payments were extended to crops which did not get PFC payments: oilseeds (particularly soybean) and peanuts.
In other words, the simple fact to change the name – from "production flexibility contracts payments" to "direct payments" – has allowed to increase them largely without respecting the condition iv). As it was not possible to change the base period acres of PFC so that direct payments would supposedly remain in the green box, the only fact of renaming the PFC has permitted to increase the base acres. We find again here the astuteness having consisted to add "unchanging" in the criteria of the old blue box redefined in paragraph 13 of the Framework Agreement of 31 July 2004.
56.    PFCs and direct payments do not comply either with the two basic requirements stated in Annex 2 Article 1 for any decoupled support: 
"Domestic support policies for which exemption from the reduction commitments is claimed shall meet the fundamental requirement that they have no, or at most minimal, trade distortion effects or effects on production. Accordingly, all policies for which exemption is claimed shall conform to the following basic criteria:
(i) the support in question shall be provided through a publicly-funded government programme (including government revenue foregone) not involving transfers from consumers; and,
(ii) the support in question shall not have the effect of providing price support to producers".
a) PFCs and direct payments imply transfers from consumers: from a domestic macro-economic point of view the distinction between market price support and subsidy is not convincing since most taxes end up being paid by consumers. Even if this is more indirect in the US than in the EU given the weight of the VAT (value added tax) there.
b) PFCs and direct payments give a clear price support to producers. Indeed, all depends on the manner how we interpret "price support" and "producers": the drop in agricultural prices permitted by PFCs and direct payments give a large price support to farmers producing animal products – poultry, eggs, hogs, cattle and milk – since the price of feedstuffs is greatly reduced, and also to agri-food industries since the price of all their agricultural raw materials drops, increasing their competitiveness on domestic and foreign markets, and reducing as well their need of a high import protection. 
PFCs and direct payments are coupled for several other reasons
55.    All exported agri-food products may be condemned at the WTO on dumping grounds: since the supposedly decoupled nature of PFCs and direct payments does not permit to ascribe them to a specific product, they can be ascribed to all products of which they contribute to reduce the production cost, then the price below the full production cost without subsidy. Therefore all US agri-food exports can be sued at the WTO for dumping, even those which did not received any export subsidy. 
56.    The fact that income subsidies are fixed does not exclude their actual indirect coupling. 
a) The fixed character of these income subsidies, decoupled from the current price level, creates windfall benefits by increasing significantly farmers' income when the agricultural prices are already high, which induce them to buy additional production factors and to improve their productivity, which in turn impacts on the production and price levels. Conversely, when the fixed payments are not enough to compensate a large slump in prices, farmers tend to decapitalize, which has also an impact on production and prices. 
b) This has been acknowledged by the European Commission's Delegation in Washington: "if there is any decoupling, they are land prices which have been decoupled from market developments in US agriculture. But these high payments will also generate higher production levels than those induced by market prices, thus leading to future pressures to reduce prices" [40]. 
c) And by the Chairman of the US National Farmers Union: "The change towards decoupled direct payments… has created inequalities among producers, productions and regions. This has generated distortions in the signals made to production and marketing… We think that decoupled income payments are not necessarily… the instruments creating the least trade distortions whatever the economic conditions… Decoupled payments lead often to increases in land prices and to rents in cash, without any relation to the value of the crops grown, and allows crossed subsidies of other products, affecting the fundamentals of supply and demand in an unpredictable manner">[41].
d) Daryll Ray agrees with that view: "While payments are decoupled from how much acreage is planted, they are not decoupled from a) who farms the land, b) what the value of the land is and c) how much cash rent is charged. The payments do allow farmland to retain or even increase its value. Payments, whether coupled or decoupled, also allow more individual farmers to remain on the land. Without payments, as farmers went belly up, their neighbors would purchase the assets, possibly at a lower value, and keep the essential asset, land, in production… The 2002 Farm bill… provided for a partial recoupling of the fixed-decoupled payments to production. This recoupling is an unintended consequence of the decision to allow producers to update the acreage and yields upon which payments are based. Now as farmers make their planting decisions they have an additional criteria in the back of their mind -- future acreage and yield updates" [42]. 
e) The statement of Larry Combest, President of the House of Representatives' Commission on Agriculture, that in 1999 for the PFCs "payments were made after the agricultural year and could not impact on producers' planting decisions" was clearly irrelevant since PFCs and direct payments have been paid partially in advance. For the fixed direct payments, the 2002 Farm Bill states that, "For the 2003 through 2007 crop years, producers can elect to receive advance payments beginning December 1 of the calendar year before the crop is harvested. Advance payments cannot exceed fifty percent of the direct payment amount owed to the producer"[43]. It is clear that paying farmers in advance has the effect of reassuring them that they will receive a minimal income whatever the average market price level will be, thus inducing them to produce.  
f) The quadrupling of individual agricultural subsidies from 1996 to 2000 can be explained by the necessity to compensate the sharp slump in agricultural prices and, as clearly shown by D. Ray and D. de la Torre Ugarte, this large rise in agricultural subsidies has been a consequence and not the cause of the prices slump[44]. At that macro-economic level, all subsidies are clearly coupled to prices.
57.     The USDA acknowledges that PFCs are not decoupled since they diminish farmers' aversion to risk, thus inducing them to increase their production: 
i) For C. E. Young and P. C. Westcott, writing about the PFCs decoupled payments, "There are many avenues through which decoupled payments may influence agricultural production and markets. Four mechanisms are discussed in…this paper, including effects through producers’ wealth and investment, effects through sector consolidation, effects through program eligibility and payment basis considerations, and effects through ad hoc programs and changes in producer expectations over time"[45]. 
ii) For M. E. Burfisher and J. Hopkins "Because payments increase farm operators' income, and the expectation of fixed, future payments increases their wealth. Increased income and wealth from PFCs, as from any other source of income, have lasting effects on households' decisions about how much to spend, save, and work. These household decisions can in turn change the supply of capital and labor in agriculture, and lead to changes in aggregate agricultural production… PFC payments may indeed lead to additional onfarm investment if they give some farmers the necessary liquidity or collateral to make investments that they could not make without the program. Farmers who cannot purchase inputs (a liquidity constraint), who cannot borrow money at a competitive rate (a credit constraint), or who do not have enough land or equipment (a capital constraint) are likely to increase their farm investments if their incomes and land values are increased through PFC payments. For households operating under such constraints, increasing their incomes and land asset values is likely to increase their farm investment… A simulation analysis of the PFC program, which can isolate the role of decoupled payments, showed that the decoupled payments by themselves account for an 8-percent increase in aggregate land asset values"[46]. 
58.     Direct payments are linked to contra-cyclical payments which are themselves coupled. If direct payments are not directly linked to current prices, they are linked to them indirectly since they are taken into account to work out contra-cyclical payments which are themselves linked to the average price of the crop year or to the loan rate as we have seen. The G-20 has underlined it: "Coupled support programmes implemented in combination with Green box direct payments on the same product… interact in a manner that acts as an incentive for production"[47].   
The tremendous amount of feed subsidies to animal products 
59.    Although PFCs and direct payments are supposed to be decoupled, as long as US farmers will go on producing cereals, oilseeds and pulses used as feedstuffs in the US, PFCs and direct payments should be put in the product-specific AMSs of animal products (poultry, eggs, hogs and milk). 
a) Indeed the AoA states clearly (article 6.2) that "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", which implies that farmers of developed countries are not exempted. And OECD considers rightly feed as an input for livestock production[48].
b) Given that the Fair Act of 1996 had established the amount of PFCs per year from 1995-96 to 2001-02 and the percentage going to each program crop, and that the Feed Situation and Outlook Yearbook for each year gives the amount of production of each crop used as feed in the US, the corresponding percentage is then applied to the PFCs to get the PFCs going to each feed crop per year. Which gives the following table:   
Production Flexibility Contracts payments going to feedstuffs from 1995/96 to 2001/02
	Million $ 
	95/96
	96/97
	97/98
	98/99
	99/00
	00/01
	01/02

	PFCs for feed corn 
	1632.46
	1423.00
	1596.12
	1560.04
	1428.34
	1124.72
	1143.18

	PFCs for feed sorghum
	182.91
	178.61
	170.63
	144.27
	125.57
	99.46
	91.65

	PFCs for feed barley
	59.99
	64.39
	50.11
	57.41
	57.03
	38.16
	36.31

	PFCs for feed oats
	10.13
	9.08
	9.64
	9.87
	8.58
	7.99
	7.54

	PFCs for the 4 feed grains
	1885.49
	1675.08
	1826.50
	1771.59
	1619.52
	1270.33 
	1278.68


Source: from 1998/99 to 2003/04: http://usda.mannlib.cornell.edu/reports/erssor/field/fds-bby/fds2005.pdf 
c) We have not yet had the time to distribute in the same way the fixed direct payments granted since 2002 to replace the PFCs and extended to soybeans and other oilseeds, and to apply the corresponding total feed subsidies to the feed consumed by the various animals. But we know that feed costs account for around 62% of poultry costs, 47% of hog production costs, and 17% of beef cattle costs, and that corn and soybeans account for 83-91% of the ingredients in most feed grains[49]. The corresponding proportion of PFCs and direct payments based on the specific feed grains should consequently be put in their product-specific AMSs. Of course these feed subsidies are also export subsidies for the feed consumed by the exported animal products. But we will come back further on, incorporating all subsidies to crops fed to US animal products.
60.    If the coupled subsidies of the marketing loan family (loan deficiency payments, marketing loan gains, net value certificates) are already included in the notified product-specific AMSs of the benefiting grains, the notification should have distinguished two categories of product-specific AMSs: 
(i) The AMSs specific to grains not used as feed in the US, i.e. the grains used for other domestic needs or exported as grains or transformed products including soybean meal or corn gluten feed, should have been notified in the specific AMSs of the grains. 
(ii) The AMSs specific to grains used as feed in the US, which should have been notified as specific to the meats, eggs and dairy products having used the subsidized feed grains. 
(iii) Each part should also have been notified as export subsidies of the grains or of the animal products. 
61.    To calculate the subsidies going to feed, and using USDA data and the Environment Working Group's Farm subsidies database by product, we can allocate the subsidies according to the percentage of each crop used as feed inside the US. These subsidies are comprehensive, including exempted subsidies as subsidies part of the product-specific AMSs. Of course they include only actual subsidies, not the market price support components of the AMSs. >       
Crop subsidies going to feed  crops used to feed US animals
	Subsidies in million $ 
	1995
	1996
	1997
	1998
	1999
	2000
	2001
	2002
	2003

	Feed corn: M bu 
	4,693
	5,277
	5,482
	5,468
	5,665
	5,842
	5,864
	5,563
	5,798

	% of feed corn 
	63.41
	57.16
	59.54
	56.03
	60.24
	58.92
	61.71
	62.04
	57.47

	All corn subsidies 
	2,724
	1,861
	2,695
	4,826
	7,238
	7,733
	5,488
	1,981
	2,812

	Feed corn subsidies 
	1,727
	1,064
	1,605
	2,704
	4,360
	4,568
	3,387
	1,229
	1,616

	Feed sorghum: M bu 
	295
	516
	365
	262
	285
	222
	230
	170
	180

	% of feed sorghum 
	64.27
	64.91
	57.57
	50.39
	47.90
	47.13
	44.75
	47.09
	43.80

	All sorghum subsidies 
	238
	241
	276
	490
	674
	636
	451
	189
	213

	Feed sorghum subsidies 
	153
	156
	159
	247
	323
	300
	202
	89
	93

	Feed barley: M bu 
	179
	217
	144
	167
	140
	136
	104
	84
	84

	% of feed barley 
	49.86
	55.36
	40.00
	47.44
	51.47
	42.77
	41.94
	37.00
	30.22

	All barley subsidies 
	78
	119
	114
	264
	262
	290
	203
	83
	70

	Feed barley subsidies 
	39
	105
	46
	125
	135
	124
	85
	31
	21

	Feed wheat: M bu 
	154
	308
	251
	391
	283
	304
	191
	126
	225

	% of feed wheat 
	7.05
	13.53
	10.12
	15.35
	12.31
	13.62
	9.76
	7.78
	9.63

	Wheat subsidies 
	587
	1,672
	1,411
	2,764
	3,696
	3,656
	2,485
	975
	1,373

	Feed wheat subsidies 
	41
	226
	143
	424
	455
	498
	243
	76
	132

	Feed oats subsidies** 
	7
	8
	29
	46
	59
	20
	6
	4
	6

	All soybean subsidies 
	-
	-
	-
	480
	2.491
	3.010
	4.310
	670
	1.141

	% of US meal value* 
	-
	-
	-
	283
	1.470
	1.776
	2.543
	395
	673

	Total feed subsidies 
	1.967
	1.559
	1.982
	3.829
	6.802
	7.286
	6.496
	2.099
	2.541


Source: http://usda.mannlib.cornell.edu/reports/erssor/field/fds-bby/fds2005.pdf; http://www.usda.gov/nass/pubs/agr04/04_ch1.pdf; http://www.ewg.org/farm/region.php?fips=00000#topprogs 
We see how large these subsidies are, particularly from 1998 to 2001, which should be allocated to the various animal products according to their consumption of each feed grain. Furthermore the figures are underestimated since some feed are not included: corn gluten feed, cotton meal, wheat residues and other oilseeds meals. 
62.    Taking into account these hidden huge subsidies going to animal products will give product-specific AMSs to the production of animal products which up to now did not have one: beef (production value of $29.293 billion in 2001), pork ($11.430 billion), poultry and eggs ($24.0 billion), sheep and lamb ($298 million). Only dairy had already a product-specific AMS given its market price support. This will add $65.021 billion to the production value of products with an AMS in 2001, so that the production value of products without an AMS will shrink to $10.735 billion since it was of $75.756 billion in 2001. Which means that the allowed de minimis specific support will slump to $537 million, and reducing it at 2.5% of the agricultural production value would reduce it to $268 million!  
However the transfer to animal products of the part of coupled subsidies attributed entirely to grains should not change the total amount of product-specific AMSs. 
The dramatic deficit between the allowed and applied overall trade distorting support already in 2001 excludes any possibility of reduction 
63.    The reallocation of subsidies wrongly notified in the green box has increased considerably the applied product-specific AMSs and non product-specific AMS.
Under-notifications of subsidies in the product-specific AMSs and the non product-specific AMS
	$ million
	1995
	1996
	1997
	1998
	1999
	2000
	2001

	Additional subsidies in the product-specific AMSs

	PFC payments
	-
	5,973
	6,120
	6,001
	5,046
	5,049
	4,040

	Insurance subsidies
	527
	985
	977
	627
	463
	1,057
	1,434

	Sub-total 
	527
	6,958
	7,097
	6,628
	5,509
	6,106
	5,474

	Additional subsidies in the non product-specific AMS

	Farm loan subsidies
	670
	664
	561
	561
	561
	561
	561

	Irrigation subsidies*
	7,360
	7,360
	7,360
	7,360
	7,360
	7,360
	7,360

	Agri. fuel subsidies
	2,385
	2,385
	2,385
	2,385
	2,385
	2,385
	2,385

	Sub-total
	10,421
	10,415
	10,409
	10,306
	10,306
	10,306
	10,306

	Notified subsidies 
	1,386
	1,115
	567
	4,584
	7,406
	7,278
	6,828

	Applied NPS AMS
	11,807
	11,530
	10,976
	14,890
	17,712
	17,584
	17,134

	Allowed de minimis
	9,505
	10,285
	10,194
	9,544
	9,237
	9,476
	9,925

	Additional subsidies in the applied total AMS

	Total
	10,948
	17,373
	17,506
	16,934
	15,815
	16,412
	15,780


* For lack of time, the figure of irrigation subsidies estimated for 2004 has been extended all over the period. 
The most interesting in this table is that it shows that, even if one could challenge the accuracy of irrigation subsidies – since it is the only figure that does not rest on actual official accounts but from external analyses, including however from public institutions guidelines –, their total elimination would not prevent the de minimis non product specific ceiling to have been exceeded from 1999 to 2001 so that the corresponding AMSs should have been added to the total applied AMS.   
64.   We can now revise the projections made for 2001, putting the figures right to reflect the reality. We will do this in 3 steps, each time with or without capping the product-specific AMSs: 1) taking only into account the reduction in product-specific de minimis; 2) adding the under notified AMS; 3) eliminating the under notification in irrigation subsidies. 
a) Taking only into account the lower product-specific de minimis:
Constraints on allowed AMS, de minimis supports and OTDS from 2001
	Billion of US$
	Applied in 

2001
	Allowed in 

2001
	Proposed % cut

in allowed level
	Allowed level:

% of production  
	Allowed

 proposal
	Decrease on

applied 2001 

	Total AMS
	14.413
	14.413
	60%
	 
	5.765
	8.648

	PS dm
	226
	537
	50% 
	2.5%
	268
	-42*

	NPS dm
	6.828
	9.925
	50%
	2.5%
	4.963
	1865

	Blue box
	0
	0
	50%
	2.5%
	4.963
	-4.963*

	Total of 4 items
	21.467
	 
	 
	 
	15.959
	5.508

	OTDS
	21.467
	24.875
	53%
	 
	11.691
	9.776


* a negative decrease means an increase
With 2001 as base period, the applied reduction is formidable: $9776 billion in the allowed overall domestic trade-distorting support at the end of the implementation period in relation to the applied level in 2001. This implies an additional reduction of $4.268 billion in relation to the sum of the proposed reductions in the 4 components of the OTDS (line "total of 4 items"). This slash in agricultural supports would imply dramatic cuts in real subsidies since the market price supports components of the product-specific AMSs (on dairy, sugar and peanuts) accounted for only $5.826 billion.
Constraints on allowed AMS, de minimis supports and OTDS from 2001
	Billion of US$
	Applied in 

2001
	Allowed in 

2001
	Proposed % cut

in allowed level
	Allowed level:

% of production  
	Allowed

 proposal
	Decrease on

applied 2001 

	Total AMS
	14.413
	19.103
	60%
	 
	7.641
	6.772

	PS dm
	226
	537
	50% 
	2.5%
	268
	-42*

	NPS dm
	6.828
	9.925
	50%
	2.5%
	4.963
	1865

	Blue box
	0
	0
	50%
	2.5%
	4.963
	-4.963

	Total of 4 items
	21.467
	 
	 
	 
	17.835
	3.632

	OTDS
	21.467
	29.565
	53%
	 
	13.896
	7.571


If there were no capping, then no bounding, of the product-specific AMSs, the allowed OTDS would still be reduced by $7.571 billion, $3.939 billion more than the reduction in the sum of its 4 components. The cut in actual subsidies could be less affected if priority were given to slashing the market price support AMSs on dairy, sugar and peanuts (although subsidies have been increased sine the 2002 Farm bill: peanuts are eligible to marketing loans and milk income loss payments have been introduced). 
b) Adding the under notified AMS:      
Constraints on allowed AMS, de minimis supports and OTDS from 2001
	Billion of US$
	Applied in 

2001
	Allowed in 

2001
	Proposed % cut

in allowed level
	Allowed level:

% of production  
	Allowed

 proposal
	Decrease on

applied 2001 

	Total AMS
	37.021
	14.413
	60%
	 
	5.765
	31.256

	PS dm
	226
	537
	50% 
	2.5%
	268
	-42*

	Blue box
	0
	0
	50%
	2.5%
	4.963
	-4.963*

	Total of 3 items
	37.247
	 
	 
	 
	10.996
	26.251

	OTDS
	37.247
	14.950
	53%
	 
	7.027
	30.220


* a negative decrease means an increase
Adding the under notified AMS shows to what extent the king is naked: not only the US could not make any reduction in its allowed total AMS since the allowed non product specific de minimis would have disappeared so that the applied de minimis would have increased the total AMS. Without any reduction in allowed total AMS, the US had already an applied total AMS higher than its allowed total AMS by $22.6 billion! So that implementing the proposed 60% cut would increase this deficit to $31.3 billion. As for the overall trade distorting support its applied level exceeded already its allowed level by $22.3 billion and the proposed 60% cut would increase this deficit to $30.2 billion!    
Constraints on allowed AMS, de minimis supports and OTDS from 2001
	Billion of US$
	Applied in 

2001
	Allowed in 

2001
	Proposed % cut

in allowed level
	Allowed level:

% of production  
	Allowed

 proposal
	Decrease on

applied 2001 

	Total AMS
	37.021
	19.103
	60%
	 
	7.641
	29.380

	PS dm
	226
	537
	50% 
	2.5%
	268
	-42*

	Blue box
	0
	0
	50%
	2.5%
	4.963
	-4.963*

	Total of 3 items
	37.247
	 
	 
	 
	12.872
	24.375

	OTDS
	37.247
	19.640
	53%
	 
	9.231
	28.016


* a negative decrease means an increase
If there were no capping, then no bounding, of the product-specific AMSs, the results are not fundamentally changed. The deficit before any reduction in the allowed total AMS is already of $17.9 billion in 2001 and implementing the 60% cut would increase this deficit to $28.0 billion! 
c) Deleting the under notification in irrigation subsidies:
Constraints on allowed AMS, de minimis supports and OTDS from 2001
	Billion of US$
	Applied in 

2001
	Allowed in 

2001
	Proposed % cut

in allowed level
	Allowed level:

% of production  
	Allowed

 proposal
	Decrease on

applied 2001 

	Total AMS
	29.661
	14.413
	60%
	 
	5.765
	23.896

	PS dm
	226
	537
	50% 
	2.5%
	268
	-42*

	Blue box
	0
	0
	50%
	2.5%
	4.963
	-4.963*

	Total of 3 items
	29.887
	 
	 
	 
	10.996
	18.891

	OTDS
	29.887
	14.950
	53%
	 
	7.027
	22.860


* a negative decrease means an increase
The only difference with the previous scenario is the reduction of the applied total AMS by $7.360, which will not be enough as we have seen to prevent the elimination of the allowed non product-specific de minimis. There is still an excess of $15.2 billion in the total applied total AMS in relation to the allowed total AMS in 2001 and, after the reduction of 60% of the allowed overall trade distorting support of 2001, the deficit is increased at $22.9 billion.
Constraints on allowed AMS, de minimis supports and OTDS from 2001
	Billion of US$
	Applied in 

2001
	Allowed in 

2001
	Proposed % cut

in allowed level
	Allowed level:

% of production  
	Allowed

 proposal
	Decrease on

applied 2001 

	Total AMS
	29.661
	19.103
	60%
	 
	7.641
	22.020

	PS dm
	226
	537
	50% 
	2.5%
	268
	-42*

	Blue box
	0
	0
	50%
	2.5%
	4.963
	-4.963*

	Total of 3 items
	29.887
	 
	 
	 
	12.872
	17.015

	OTDS
	29.887
	19.640
	53%
	 
	9.231
	20.656


* a negative decrease means an increase
Eliminating the capping of the product-specific AMSs will not solve the nightmare: the deficit between the allowed and applied overall trade distorting support remains at $10.2 billion and the reduction by 60% would double it at $20.7 billion.  
Conclusion: the vain US proposals would be a disaster for the US farmers themselves and time is up to put a stop to the US massive cheatings 
Even viewed from Washington, in all cases the US proposals on domestic trade distorting supports would already be a disaster for the US farmers so that there political feasibility is nil. Indeed cutting the allowed overall trade distorting support by 53% would force to reduce it by $8.406 billion at the end of the Doha Round implementation period in relation to its applied level in 1999-2001. This savage bleeding in agricultural supports would already imply actual considerable cuts in real subsidies since the market price supports components of the product-specific AMSs (on dairy, sugar and peanuts) accounted for only $5.862 billion.
But this view from Washington is poles apart from the truth. Reintegrating in the amber box the massive US cheatings in its past domestic supports notifications and the non compliance of the present Farm Bill with the WTO rules would show that the king is naked. 
Without any reduction in allowed total AMS, the US had already in 2001 an applied total AMS higher than its allowed total AMS by $22.6 billion, so that implementing the proposed 60% cut would increase this deficit to $31.3 billion. The applied level of the overall trade distorting support exceeded already its allowed level by $22.3 billion and the proposed 60% cut would increase this deficit to $30.2 billion!    
This is because the US has cheated massively on its feed subsidies, irrigation subsidies, farm loan subsidies, tax rebates on agricultural fuel. It is also because the production flexibility contracts payments, the fixed direct payments and the counter-cyclical payments should have been or should be notified in the amber box. The allowed non product specific de minimis support would have disappeared so that its subsidies would be added to the total AMS and the allowed product-specific de minimis would have collapsed. Capping the product specific AMSs was not a good idea since it would have the unexpected effect of binding the total AMS at a much lower level than the present one. 
The US strategy to force at all costs an increased opening of other countries to its agri-food exports is not only highly detrimental to the needs of developing countries to safeguard their own domestic market, it is furthermore inconsistent with the downward trend of its agri-trade balance since 2001, which would become rapidly negative, the more so as the US would itself have to lower heavily its tariffs.
Instead of pursuing a headlong flight in its market access lure, the US should fight for food sovereignty, the right of all nations to protect their own domestic market at the import level, as long as they do not harm other countries by dumping their products at prices much below their average full production cost, owing to so-called blue and green subsidies. 


· Economist, author of L'agriculture, talon d'Achille de la mondialisation, Harmattan 2001" (berthelot@ensat.fr). Solidarité website: http://solidarite.asso.fr/actions/Agriculture.php
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