Preliminary comments, mainly on agriculture, of the WTO's Draft Ministerial Text of 26 November 2005, by Jacques Berthelot, Solidarité (berthelot@ensat.fr), 30 November 2005

Most parts of the Draft with no author comments have been deleted for brevity
Draft Ministerial Text 
…1. We reaffirm the Declarations and Decisions we adopted at Doha and our full commitment to give effect to them. We emphasize the central importance of the development dimension in every aspect of the Doha Work Programme and recommit ourselves to making it a meaningful reality, in terms both of the results of the negotiations on market access and rule-making and of the specific development-related issues set out below. We renew our resolve to complete the Doha Work Programme fully and to conclude the negotiations launched at Doha successfully in 2006. 

Pascal Lamy wants to make the Doha Round a genuine Development Round as he has been repeating, particularly in Arusha on 23 November, where he told the African Union Trade Ministers that the development dimension is "central to every topic in the negotiations, like the central dish and not just something added to various dishes". The following remarks might help him to achieve this goal, once taking more seriously into account the real needs of the poorest DCs, particularly of Sub-Sahara Africa's LDCs.

1) Instead of trying to integrate even more LDCs in the world markets, the actual problem is that they are already too much integrated, with the consequences we know (see paragraph 28 below). 

2) Instead of making Members, particularly of the G-90, think that the key to development is a higher market access to developed countries, the WTO should know that the first think to do is to safeguard access to their own domestic markets, for agriculture first but also for non agricultural products and services. In West Africa, where agriculture provides 35% of GDP, 65% of employment and 15% of exports, the food deficit has jumped by 55% from 1995 (deficit of $2.9 billion) to 2003 (deficit of $4.3 billion). When tropical exports are included the agri-trade surplus has decreased by 37% and almost disappeared ($229 million). Food sovereignty, i.e. an efficient import protection, is the only way out of poverty when farmers represent two thirds of the population and when the countries have missed the train of industrialization.  How is it possible that developed countries and emerging industrialized countries are refusing to-day the instruments of their own development. "Kicking away the ladder" (Ha-Joon, Chang 2002) is a very short-sighted view which would compromise the developed countries' long-term selfish interests and those of emerging countries like Brazil.

3) Nevertheless it is totally unfair to deny to those countries the right to industrialise, beginning by the agricultural products. FAO has just shown that the percentage of chronically undernourished people in DCs is inversely proportional to the share of agricultural products in total exports. Because the prospects for a sustainable upturn in world cotton prices are scanty while West Africa is importing around 90% of its clothes, the network of West African farmers organisations, ROPPA, has called in May 2004 for an appropriate import protection so as to develop its textile and clothing industry (more on cotton in paragraph 4 below). Let us remember that in 1947, at the creation of GATT, the average industrial tariff of developed countries was about 45%. 

4) When he told the African trade Ministers in Arusha that "With the present rules, the US can increase its trade-distorting domestic support (TDS) by $5 billion, the EU by $25 billion and Japan by $5 billion. This is what is at stake and why we have to bid on what's on the table although it is not sufficient", Pascal Lamy took for granted the EU and US official calculations instead of checking if these Members are really abiding by the WTO rules. He should know it, having been the EU trade Commissioner for five years. What actual benefits would emerge from a Hong-Kong success and the finalization of the Doha Round in 2006 if the new set of rules have no more reasons to be enforced that the present ones? Let us remind respectfully to the Director-General that “what is at stake” first is the sustainable credibility of the WTO, a credibility which has much to improve.

a) The WTO’s second fundamental mission, after disputes settlement, is the trade policy review of its Members. Although these reviews are mobilizing large resources, they are only based on the information each Member is willing to communicate to the WTO, so that their conclusions are always laudatory for the Members, the more so for the most powerful of them. This WTO casualness allows the EU and US to cheat massively with the WTO actual complicity, to the detriment of DCs’ Members. The statement made by Gabrielle Marceau, of the Dispute Settlement Body, that "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" is no longer tolerable. When the Director-General and the Chairman of the General Council state in their Draft Ministerial Text "We commit ourselves to address the development interests and concerns of developing countries", the first thing they have to do, given the low capacity of DCs to check the compliance of other Members with the WTO rules, is to ensure that the developed countries are abiding by them.

b) Of which use are the repeated rulings of the Dispute Settlement Body’s Appellate Body – having created legal precedents (December 3, 2001 on Canada Dairy products; March 3, 2005 on US cotton; April 9, 2005 on EU sugar) – if the WTO itself does not take them into account? Three conclusions should have been drawn by the WTO:

(1) In the cotton case the Appellate Body has ruled that the US production flexibility contracts payments and the direct payments, although they are decoupled,  are not in the green box but in the amber box since farmers are not allowed to grow fruits and vegetable and wild rice.  

(2) In the Canada Dairy and EU Sugar cases, the Appellate Body has ruled that all subsidies should be considered together, including the green box subsidies benefiting to exported products, as contributing to dumping.

(3) From the a) ruling, we can infer immediately that the EU "single farm payment" which, according to Peter Mandelson, concentrates now 90% of the CAP direct payments, is even more in the amber box since, besides the same interdiction for EU farmers to grow fruits and vegetables, they are not allowed to produce milk and sugar if they do not have a production quota (nor beyond the quota if they have one), nor tobacco, cotton and olive oil above their caps.

Taking these rulings into account would already render totally unrealistic the claim by the EU and US to lower their allowed total AMS by 70% ad 60% respectively. But there are many more reasons why these proposals are unrealistic (see comments in Annex A on agriculture). 

5) New analyses from the World Bank and others have however set off the alarm on the danger of an increased integration of poor countries in the world market and on the scanty benefits, if any, for them. 

a) The just issued World Bank report on the World Development 2006 makes amends at last when it recognizes that "Most policy advice given to poor countries over the last several decades – including that by the World Bank – has emphasized the advantages of participating in the global economy. But global markets are far from equitable, and the rules governing their functioning have a disproportionately negative effect on developing countries. These rules are the outcome of complex negotiating processes in which developing countries have less voice. Moreover, even if markets worked equitably, unequal endowments would limit the ability of poor countries to benefit from global opportunities. Levelling the global economic and political playing fields thus requires more equitable rules for the functioning of global markets, more effective participation of poor countries in global rule-setting processes, and more actions to help build and maintain the endowments of poor countries and poor people."     

b) Contrary to the loudly claimed large benefits that the poorest countries would get from a new trade liberalization, particularly by the World Bank, the IMF and Oxfam, let us quote three recent analyses having underlined the meagre benefits if any they could get and rather the likelihood they would face net large losses.

(1) According to Timothy Wise and Kevin P. Gallagher, "In 2003, as trade negotiators approached the Cancún WTO meetings, World Bank projections promised $832 billion in estimated gains from global trade liberalization, the majority – $539 billion – going to the developing world… Now, on the eve of the WTO’s Hong Kong ministerial, the so-called gains from trade seem to have evaporated. New projections, from the same World Bank sources, estimate potential welfare gains at just $287 billion – just one-third their level two years ago. Developing country gains dropped to just $90 billion, a “loss” in two years of over 80 per cent. More dismaying, these figures are for a scenario of full global trade liberalization, with the admittedly unrealistic assumption that all tariffs and trade-distorting support are completely eliminated. The same report includes projections for a “likely Doha scenario” of partial liberalization, reforms that presently appear ambitious in light of the current deadlocks in negotiations. What can we expect from this more realistic scenario? Global gains of just $96 billion, with only $16 billion going to the entire developing world. That is less than a penny-a-day per capita for those living in developing countries" (RIS Policy Brief, n° 19, Tufts University, November 2005).

(2) Antoine Bouët et al. have shown that "Simulations give a contrasted picture of the benefits developing countries would draw from the Doha development round. The results suggest that previous studies that have neglected preferential agreements and the binding overhang (in tariffs as well as domestic support), and have treated developed countries with a high level of aggregation have been excessively optimistic about the actual benefits of multilateral trade liberalization. Regions like sub-Saharan Africa are more likely to suffer from the erosion of existing preferences. The main gainers of the Doha round are likely to be developed countries and Cairns group members" (A. Bouët, J.-C. Bureau, Y. Decreux & S. Jean, Multilateral agricultural trade liberalization: The contrasting fortunes of developing countries in the Doha Round, CEPII, Working Paper No 2004-18).

(3) J.-M. Boussard, F. Gérard et M.-G. Piketty have adapted the standard GTAP model to take actors' expectations into account and have found that "Whereas the imperfection of information is largely admitted among specialists as characterizing agricultural markets, it is generally not mentioned in standard general equilibrium models. Taking it into account into the ID3 model transforms extremely low gains in losses sometimes very heavy, underlining the social utility of agricultural policies… Whereas standard models exhibit results according to which trade liberalization would benefit the "poor", they are the "rich" who, here, pocket the few benefits since there are able to take risks and benefit from the associated profits" (J.-M. Boussard, F. Gérard & M.-G. Piketty, Libéralisation des échanges et bien-être des populations pauvres, décembre 2003 (http://agriculture.maapar1.agriculture.gouv.fr/spip/IMG/pdf/gerard_et_al_nee19_tap.pdf).  

6) Despite the multiplication of these warning lights, the WTO Members are bound in a blind headlong flight to always more "market access", which has become the leitmotiv of the Doha Round. We verify again the bicycle theory advanced in March 1999 by Fred Bergstein from the World Bank who "compared the WTO and trade liberalization to riding on a bicycle, where if one stopped one would lose balance and fall down". Indeed all DCs delegates have been subject to a permanent profound brainwashing on the wonderful benefits of trade liberalization (the so-called "trade related technical assistance": see paragraph 33 below). 

Whatever the evidence that 10 years of trade liberalization, particularly in agriculture, have not delivered the wonderful promises claimed during the Uruguay Round but have generated more poverty for the largest part of mankind, it is almost impossible to convince the free-traders they are driving the world to abyss: indeed we are no longer here in a domain where people can discuss dispassionately but in an actual religious sphere, with its dogma and great priests. The dogma if that if 10 years of agricultural liberalisation have not fulfilled all the expected promises – notably higher agricultural world prices –, it is because it has not be sufficient and we should therefore brought it quickly to completion. The high-priests are the World Bank and IMF which are dominating more and more the WTO, with an annual meeting of its General Council on the coherence of their policies (see paragraph 36 below), and which are attending all WTO Committees, theoretically as observers but actually as contributors.

7) To conclude these introductory remarks, let us propose three fundamental principles which could help WTO delegates to devise more sustainable trade rules, particularly for agri-food products.    

a) First principle: the necessity to subject trade rules to the broader fundamental rules of the United Nations Chart and to the basic human rights and multilateral conventions on the environment. The necessity to restore national sovereignty against economic imperialism, food sovereignty against food imperialism. Trade should not be war. In the Doha Round negotiations Members have permanently spoken of "offensive" and "defensive" interests. Each Member should have the right to establish its defensive interests as it wishes, provided it does not harm other Members by offensive actions. An efficient import protection should be a right of all WTO Members for all products and services, and access to the market of other members should never be considered as a right. Dumping which is one of the most aggressive "offensive" actions, should be prohibited and be defined as exports made at prices below the average full production cost of the country, taking into account all types of upstream and downstream subsidies and cross-subsidization. 

If we agree with economists for which protection is defined as any type of public support which improves the competitiveness of domestic products vis-à-vis foreign products, then, paradoxically, import protection is the least protectionist way of supporting farmers all over the world and should be recognized as such by the WTO. Indeed it is the only type of agricultural support affordable to poor countries whereas subsidies are the most protectionist types of support since they are only available to rich countries. Above all because rich countries can use them to compensate their farmers for the reduction of domestic prices to their world levels so that there is no longer any incentive for agri-food industries and domestic traders to import, since they can buy the agricultural products at the world prices on the domestic market. This is the basic reason why the EU and US have proposed drastic cuts in their agricultural tariffs, provided they can increase their subsidies in the allowed categories of the blue and green boxes.

b) Second principle: although subsidies are mainly affordable to rich countries, they are not bad by themselves and should be allowed provided the subsidizing countries do not harm other Members through any kind of direct or indirect dumping. Which means that the distinction between amber, blue and green boxes is totally irrelevant and useless from a trade viewpoint. Explicit export subsidies should of course be abolished but the exports of products having received, directly or indirectly (upstream in their inputs and investments and downstream at the agro-industry and marketing levels), any type of (amber, blue or green) subsidies should themselves be forbidden.]

c) Third principle: if WTO Members want to pass on a sustainable world to their children and grand children, they have to revise profoundly and rapidly the neo-liberal trade paradigm of comparative advantage, taking seriously into account the climate change and the increase by 50% of the world population from 2000 (6 billion) to 2050 (9 billion). 

On the climate change front, transport contributes already to 23% of greenhouse gas emissions and this share, already increasing fast (in the EU, it has jumped from 16% in 1980 to 25% in 2000 and is expected to reach 35% in 2030), would grow even faster with more liberalised markets implying much more international and national transports to import and export.  

On the social front, an increased trade liberalisation would allow China and India to outcompete most industrial segments and long-distance intellectual services in the rest of the world in two decades from now whereas a bunch of agri-food exporting countries (Brazil, Argentina, Australia, Thailand…) could destroy most family farms in the rest of the world, forcing the EU and US to generalize a "model" of huge large-scale industrial farms and marginalizing most farmers in poor DCs, at extremely high costs for unemployment and the environment. Can we imagine a peaceful world where billions of people would be unemployed and presumably in an abject misery just because the comparative advantage would allow to concentrate the world food and industrial production in a few countries?

Among countries with the highest food potential is Brazil which is embarked in a headlong flight to increase its agri-food exports, particularly of soybean and bovine meat at the cost of destroying its available agricultural lands in the Amazon area. And this without any chance to reach its claimed objective to reimburse is external debt despite giant surpluses in agri-trade balance in 2003 and 2004 since, given the free movement of short term capital flows, Brazil has maintained astronomical interest rates to attract external capital and prevent the flight of domestic capital, with the result that the internal public debt, indirectly linked to foreign exchange, has increased more than the external debt has flowed back. On the other hand Brazilian researchers have shown that, if the planet average temperature would increase by 5.8 degrees in the century, Brazil's potential lands to grow coffee, rice, maize, soybean and bean would be halved and, if the temperature rises by 3 degrees, they would decreased by one third. Yet the potential of Brazilian lands would be needed to feed the 9 billion people of 2050, particularly in China and India.  

2. In pursuance of these objectives, and taking into account the Decision adopted by the General Council on 1 August 2004, we agree as follows: 

	Cotton 
	4. 

5. …We urge the Director-General to further intensify his consultative efforts with bilateral donors and with multilateral institutions, with emphasis on improved coherence, coordination and enhanced implementation… We welcome the domestic reform efforts by the cotton proponents aimed at enhancing productivity and efficiency, and encourage them to deepen this process. We reaffirm the complementarity of the trade policy and development assistance aspects of cotton… 

The IMF position on cotton should be known: acknowledging that "The available data… suggest, at best, a moderate rebound in world cotton prices, with prices remaining well below historical averages for the next five years", it concludes that "Under these circumstances, world price signals need to be passed through to domestic producers, to allow for efficient planting decisions… The IMF staff estimates that, at current world prices and ginning margins, the producer price would need to fall by at least a third to eliminate export losses without government subsidies" (General economic outlook on Sub-Sahara Africa, May 2005). So, not only West African farmers have been suffering from very low cotton prices in recent years but, for the IMF, they are not low enough and should be reduced by one third! 

Referring to the WTO sub-Committee on cotton and the obligation for the US to abolish its export subsidies, the only IMF recommendation is that "Despite this development in the WTO, it is unlikely that distortions in the world cotton market will be eliminated in the near future. For their part, African producers need to continue pursuing efficiency gains and could increase the use of hedging mechanisms, if available, to reduce and diversify risk". As if these hedging mechanisms were within reach of African farmers' organisations and as if they could do something to prevent the decreasing trend in world prices! The few localised attempts made by the World Bank in East Africa and Central America have not been conclusive. Above all the recourse to futures markets is incompatible with any public regulation of supply management since the speculators would not be interested to intervene if the price volatility is not high enough (UNCTAD 1998). 

But, precisely, the ever larger deregulation of agricultural markets the WTO is promoting is checking the recourse to price stabilisation policies. Although GATT Article XXXVI has agreed to use them: "4. Given the continued dependence of many less-developed contracting parties on the exportation of a limited range of primary products, there is need to provide in the largest possible measure more favourable and acceptable conditions of access to world markets for these products, and wherever appropriate to devise measures designed to stabilize and improve conditions of world markets in these products, including in particular measures designed to attain stable, equitable and remunerative prices, thus permitting an expansion of world trade and demand and a dynamic and steady growth of the real export earnings of these countries so as to provide them with expanding resources for their economic development".

	Rules negotiations 
	10. We recall the mandates in paragraphs 28 and 29 of the Doha Ministerial Declaration and reaffirm our commitment to the negotiations on rules, as we set forth in Annex D to this document. 

Unfortunately Annex D does not even mention, in the anti-dumping issue, the crucial point for DCs of a financial compensation instead of trade retaliations. Yet, beyond the possibility opened by article 22 of the "Understanding on rules and procedures governing the settlement of disputes" of a voluntary compensation, several communications – from Kenya (on 25 September 2002 and 16 January 2003, on behalf of the African Group), Zambia (on 9 October 2002, on behalf of the LDCs group), Haiti (on 22 January 2003, on behalf of the LDCs group) and China (on 22 January 2003) – have been transmitted to the Dispute Settlement Body Secretariat, asking that a financial compensation should be mandatory when it is asked by DCs, the more so by LDCs. This is particularly relevant in the case of cotton, as asked by the four African countries of the cotton initiative.

On the issue of Regional Trade Agreements (RTAs), instead of restricting more and more their capacity to protect their domestic market, the WTO should to the contrary recognize their right to maintain an appropriate level of import protection, of course as long as they exclude any harm to other countries, any aggressive actions against other Members, particularly any type of dumping.

The World Bank Representative at the EU declared on October 5, 2005, in a debate on the EPAs (Economic Partnership Agreements) negotiated between the EU and ACP countries,: "ACPs' MFN tariffs should be reduced, otherwise there would be traffic diversion placing the EU exporters in a monopoly position. MFN tariffs should be reduced gradually at 10%. We must expect losses of fiscal revenues between 10 to 20%". This statement is the best illustration of the role of RTAs to accelerate the dismantlement of tariffs worldwide.

	S&D treatment
	17. We reaffirm that provisions for special and differential (S&D) treatment are an integral part of the WTO Agreements. 

However nothing has been made, to the contrary, to depart from the present situation where they are the developed countries which are enjoying a huge S&D treatment. For example in agriculture where the blue box has been enlarged by the Framework Agreement and the green box subsidies can still increase without limitations, allowing developed countries to compensate their farmers for the drop in domestic agricultural prices to their world level so that there is no longer any incentive for agro-industries to import since they can buy the products at the world price on the domestic market. 

The AoA Article 6.2 is generally considered as one of the most specific S&D provision for DCs when stating that "investment subsidies which are generally available to agriculture in developing country Members and 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". However the developed countries Members have never drawn the clear conclusion that such subsidies are not exempted for themselves, particularly the largest input subsidies going to animal products: feedstuffs subsidies. Here too the WTO is accomplice of this massive cheating.   

Whereas at the same time DCs are forced to lower their agricultural tariffs which are the only type of agricultural supports affordable to them. And if LDCs are not forced directly to do so by the WTO, the IMF and World Bank have done the job.

	Implemen-tation 
	21. We reiterate the instruction in the General Council Decision of 1 August 2004 to the TNC, negotiating bodies and other WTO bodies concerned to redouble their efforts to find appropriate solutions as a priority to outstanding implementation-related issues… 

[However there is a broader implementation issue that has not been touched upon by the WTO which is the lack of control and actual complicity of the WTO with the massive cheatings of its most powerful Members – the EU and US – in the notification of their agricultural supports to the WTO and in the non compliance of their present agricultural policies with the AoA rules.

	LDCs
	28. We reaffirm our commitment to effectively and meaningfully integrate LDCs into the multilateral trading system and shall continue to implement the WTO Work Programme for LDCs adopted in February 2002. 

But the actual problem is that LDCs are already too much integrated into the world markets, with the consequences we know. Under the pretext that the trade share of Sub-Sahara in world trade has decreased from 2% in 1990 to 1.6% in 2004, one deducts that it is not enough integrated into the world market, which is a huge falsehood since its trade share (imports + exports) in the GDP was in 2003 of 52.7% against a world average of 41.5%. These rates were of 16% in the Euro zone, 19% in the USA, 19.9% in Japon, 24.1% in South Asia, 42.2% in Latin America, 51.8% in LDCs and 62.9% in the highly indebted poor countries (38 countries most of which are LDCs and ACPs). On the whole, with the only exception of the East Asia and Pacific Region (70.5%), the wealth of countries is inversely proportional to their integration in world trade.

	Commodity Issues 
	35. We recognize the dependence of several developing and least-developed countries on the export of commodities and the problems they face because of the adverse impact of the long-term decline and sharp fluctuation in the prices of these commodities… 

During the Cancun Ministerial, ROPPA proposed to charge FAO and/or UNCTAD of managing a system of cotton price regulation based on the following mechanisms (which could apply to other tropical commodities):   

1) A guaranteed average minimal price, according to cotton qualities, should be fixed before the agricultural year. To be accredited to operate on the domestic market of exporting countries, traders would agree to commit themselves to refund, at the end of the marketing year, the difference between the value of their purchases computed as the multiplication of the total bought quantity by the guaranteed price and the actual value paid on their purchases during the marketing year. When the second value is higher than the first, the difference remains to the traders. In the opposite case, traders have to refund the difference to the governments which should transmit it back to farmers as additional payments. According to Nestlé, the large agri-food industries buying tropical products have nothing to get in the persistence of prices so low that producers are not in the position of maintaining a minimal quality of their products. 

2) To avoid that the guaranteed minimal price leads to additional overproductions, FAO and/or UNCTAD would administer a system of export quotas, with preferential quotas to the least developed countries, particularly those of WCA in the case of cotton.

	Coherence 
	36. A successful conclusion to the Doha Round, particularly in areas of interest to developing countries and LDCs, will allow the multilateral trading system to make a further, substantial contribution to greater coherence in international economic policy-making with the aim, inter alia, of promoting stronger growth and sustainable development. For developing countries and LDCs, rules-based multilateral trade liberalisation is a crucial complement to international financial initiatives – increased Official Development Assistance and debt relief – that have advanced this year. We welcome the Director-General's actions to strengthen the WTO's cooperation with the IMF and the World Bank in the context of the WTO's Marrakesh mandate on Coherence, and invite him to continue to work closely with the General Council in this area. We value the General Council meetings that are held with the participation of the heads of the IMF and the World Bank to advance our Coherence mandate. We agree to continue building on that experience and expand the debate on international trade and development policymaking and inter-agency cooperation with the participation of relevant UN agencies. In that regard, we note the discussions taking place in the Working Group on Trade, Debt and Finance on, inter alia, the issue of Coherence, and look forward to any possible recommendations it may make on steps that might be taken within the mandate and competence of the WTO on this issue. 

The large room for manoeuvre given to the World Bank and the IMF within the WTO is totally unfair vis-à-vis DCs, since they are the military wing of the EU and US which hold the majority of their capital. Which allows them to circumvent the Special and differentiate treatment given by the WTO to DCs, and particularly to LDCs, by forcing them, as part of loans conditionalities, to reduce their applied tariffs even more than other Members.  

Which allows also the EU and US to minimize the WTO rules they have been obliged to accept during the negotiations. For example, the World Bank representative has declared on 15 November 2004 in the Committee on agriculture: "Unfortunately... the concept of food security has been used in the Doha negotiations primarily to suggest that developing countries should be allowed to maintain high barriers to imports of food products as a means of increasing national production, under the rubric of 'special products' or as a component of the 'development box'… This kind of policy is likely to have only very limited short-term benefits to farmers - and to be counter-productive to the objective of long-run structural food security".

This position echoes the IMF statement that "Binding the applied tariffs at levels close to bound levels would increase the credibility of Africa's trade policy" (2005, paragraph 4 above), a true provocation for West Africa. Whereas the average LDCs' bound tariff on agri-food imports is of 78%, how is it possible to ask them to bind their present average applied tariff of 13% – the result of IMF and World Bank orders – knowing that they are suffering from a massive dumping from the EU and US? 

Whereas the UEMOA countries have bound individually their agricultural tariffs at about 100% on average, is it sensible to demand that they bind the present UEMOA common external tariff at its 20% maximum level? ROPPA, the network of West African farmers organisations, has succeeded in the recognition by the ECOWAS' common agricultural policy of its food sovereignty objective, which would clearly imply the possibility of increasing the tariffs much beyond the 20% UEMOA maximum level.


Annex A 
Agriculture 
Report by the Chairman of the Special Session of the Committee on Agriculture to the TNC 
1…7…

DOMESTIC SUPPORT 
8. There has been very considerable potential convergence, albeit on a manifestly conditional basis. 

Unfortunately all the negotiations on agriculture modalities have been meaningless since they have been using figures which have no relation whatsoever with the truth since they rest on enormous EU and US cheatings (see J. Berthelot: "The King is naked: the impossible U.S. promise to slash its agricultural supports" and 'The empty promise and perilous game of the European Commission to slash its agricultural supports",
http://www.wto.org/french/forums_f/ngo_f/pospap_f.htm).

The WTO should at least check that the EU and US present proposals comply with other provisions of the AoA and Framework Agreement. The fact that the WTO takes their figures for granted put it in a position of accomplice, to the detriment of DCs. Let us underline some of these cheatings.

1) The AoA states clearly (article 6.2) that input subsidies are coupled and subject to reductions for developed countries, before dealing with the blue box subsidies (article 6.5). As about 60% of the EU and US production of cereals, oilseeds and pulses (COP) are fed to animals, are inputs for animal products as OECD has acknowledged it, 60% of direct payments going to COP are clearly coupled and subject to reductions. But the EU has notified all its direct payments to COP in the blue box and the US has notified its "production flexibility contracts" payments and its fixed direct payments in the green box and intends to notify its counter-cyclical payments in the new blue box. So that the EU has under-notified about €63 billion on COP subsidies to animal products from 1995-96 to 2001-02 (about €9.3 billion in 2001-02, last marketing year notified), amounts which should have been notified in the product-specific AMSs of animal products according to the feed consumed by each type of animals
. In the US the subsidies on COP used as feed have reached $30 billion from 1995 to 2001 (of which $6.5 billion in 2001, last marketing year notified) and should have equally been notified in the product-specific AMSs of animal products
. 

2) This correct notification of feed subsidies in the product-specific AMSs of animal products has two inevitable consequences: they are also export subsidies of animal products for the part of them which is exported and they reduce much the allowed product-specific de minimis. 

a) The AoA states in Article 6, paragraph 4.a, on product-specific de minimis: “A Member shall not be required to include in the calculation of its Current Total AMS and shall not be required to reduce: (i) 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 product during the relevant  year". Which means that the product-specific de minimis exemption is not available to product-specific domestic supports exceeding 5% of the production value of that product. From which the WTO should have told the EU and US that they cannot consider as allowed de minimis supports twice 5% of the total value of their agricultural production: this is only possible for the non product-specific de minimis. 

b) In 2001-02 the EU applied product specific de minimis was of €468 million whereas the total production value of the products with a notified AMS higher than the 5% de minimis level was of €113.1 billion, on a total agricultural production value of €246.4 billion. Which means that the agricultural production value of the products without product specific AMS was of €133.3 billion, and therefore that the allowed product-specific de minimis was of 5% of that value, i.e. of €6.7 billion. But taking into account the product-specific AMSs going to animal products and not notified gives now a product-specific AMS to the production of pigmeat (production value of €25.625 billion), poultry and eggs (€17.277 billion) and milk (€40.134 billion). So that the allowed product-specific de minimis is now much lower than €6.7 billion since the production value of agricultural products without a product-specific AMS falls from €133.3 billion to €53.0 billion. So that the actual allowed product-specific de minimis falls to €2.7 billion (5% of €53 billion) instead of €12.3 billion as viewed from Brussels.

c) In the same way, taking into account the feed subsidies going to US animal products will give product-specific AMSs to animal products which 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 product-specific de minimis will slump to $537 million instead of $ 9.925 billion in 2001 as viewed from Washington.

4) Bullet 3 of paragraph 9 of the agricultural annex to the Framework Agreement states: "To prevent circumvention of the objective of the Agreement through transfers of unchanged domestic support between different support categories, product-specific AMSs will be capped at their respective average levels according to a methodology to be agreed". As demonstrated in the two quoted papers, capping the applied product-specific AMSs will have the unintended consequence of creating a new lower bound total AMS so that the EU and US proposals are even more unrealistic, since the total AMS reduction would have to be made from the level of the sum of product-specific AMSs in 2001 for the US, i.e. from $14.4 billion instead of $19.1 billion, and from the sum of product-specific AMSs in 2001602 for the EU, i.e. from €39.3 billion instead of €67.2 billion.    

5) Besides the preceding misinterpretations of the WTO rules, the WTO should have taken into account the EU and US massive cheatings not only on their feed subsidies but also:

(1) On agricultural insurances subsidies, irrigation subsidies, farm loan subsidies, tax rebates on agricultural fuel. 

(2) The fact that the US production flexibility contracts payments, fixed direct payments and counter-cyclical payments should have been or should be notified in the amber box, and as well the EU blue box direct payments and supposedly green box "single farm payments".

(3) The fact that the US allowed non product specific de minimis would have disappeared so that its subsidies would be added to the applied total AMS and the allowed product-specific de minimis would have collapsed.  

The fact that the same would have occurred in the EU: elimination of the allowed non product specific de minimis and collapse of the allowed product-specific de minimis. 

(4) The fact that the EU applied blue box would have vanished since all its subsidies would have been transferred to the product-specific AMSs. 

6) Taking all these facts into account means that, before 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!    

As for the EU, instead of the €18.8 billion of the likely total applied AMS on 1st January 2008 viewed from Brussels, the actual applied total AMS would be of €66.1 billion, so that the possibility to reduce it in relation to the allowed total AMS of €67.2 billion would be only of 1.6% instead of the proposed 70% cut. And its applied overall trade-distorting domestic support would be of €66.6 billion for an allowed level of €78.0 billion at the beginning of the implementation period so that reducing it by 70% would bring it €23.4 billion, implying a cut of €43.2 billion in the applied level! 

Overall Cut… 
De Minimis… 
Blue Box 
9. There is important and significant convergence on moving beyond (i.e. further constraining) Blue Box programme payments envisaged in the July 2004 Framework. However, the technique for achieving this remains to be determined. One proposal is to shrink the current 5% ceiling to 2.5%. Another proposal rejects this in favour of additional criteria disciplining the so-called "new" Blue Box only. Others favour a combination of both, including additional disciplines on the "old" Blue Box. 

The WTO would have more credibility if, instead of letting its Members make their proposals on pure political grounds, it would have remind them that their applied present blue box subsidies (EU old blue box) and the new one contemplated by the US to accommodate its countercyclical payments are not abiding by the criteria set by Article 6.5 of the AoA and Article 13 of the Framework Agreement. For example the old blue box was contingent on the fact that the subsidies be granted "under production-limiting programmes" but the EU-15 has increased its cereals production by 11.9% from 1992 to 2002, since the criteria for the payments were based only on fixed areas and yields of a previous period, which did not prevent EU farmers to increase their yield by 1 tonne in the meantime. Furthermore the payment per tonne was not fixed and has increased from 54 to 63 euros per tonne after the CAP reform of 1999. The new "old" box of the Framework Agreement allows even to extend much the old AoA blue box by allowing the updating of areas, yields, and cattle heads and to create new "old" blue box subsidies for new products. 

Of course if the wording of the new blue box in the Framework Agreement has been chosen to accommodate the US countercyclical payments, this wording cannot be interpreted in a way that would render useless the AoA Annex 2 Article 1, which is not limited to green box subsidies and states very clearly that "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:… (ii) the support in question shall not have the effect of providing price support to producers". Since the countercyclical payments are coupled to the price level, they cannot clearly be put in the new blue box. Besides, the Congressional Budget Office has acknowledged in August 2005 that "Although not yet officially classified, countercyclical payments will probably be classified as amber-box support – the category of domestic support that has the most distorting effects on trade and therefore is subject to reduction commitments under the Agreement on Agriculture – because they are not decoupled from current market prices. They replaced market-loss payments, which were classified as amber-box support in 2001".
AMS… 
Green Box 
10. The review and clarification commitment has not resulted in any discernible convergence on operational outcomes. There is, on the one side, a firm rejection of anything that is seen as departing from the existing disciplines while there is, on the other, an enduring sense that more could be done to review the Green Box without undermining ongoing reform. 

But this so-called "ongoing reform" is only the EU and US sleight of hand in box-shifting.  
Beyond that there is, however, some tangible openness to finding appropriate ways to ensure that the Green Box is more "development friendly" i.e. better tailored to meet the realities of developing country agriculture but in a way that respects the fundamental requirement of at most minimal trade distortion.

Not at all: the increased EU and US box shifting have had the result that the green box incorporates the most trade-distorting type of support since it cannot be challenged at the WTO and can expand while allowing the EU and US to export without being sued on dumping. However new precedents of the Appellate Body have shown that green box subsidies, particularly the so-called decoupled income support, are not decoupled and have a dumping effect when they benefit to exported products. They are at the same time a substitute to import protection.   
EXPORT COMPETITION 
End Date 
11. While concrete proposals have been made on the issue of an end date for elimination of all forms of export subsidies, there is at this stage no convergence. 

Unfortunately this is not true since to-day the most important export subsidies are domestic subsidies benefiting also to exported products. Although the Appellate Body judgments on Dairy products of Canada (December 3, 2001), US cotton (March 3, 2005) and EU sugar (April 9, 2005) have ruled that domestic subsidies going to exported products are also export subsidies, no consequence have been drawn from it! There is here another serious weakness in the working of the WTO.  
Export Credits… 
Exporting State Trading Enterprises 
13. There has been material convergence on rules to address trade-distorting practices identified in the July 2004 Framework text, although there are still major differences regarding the scope of practices to be covered by the new disciplines. Fundamentally opposing positions remain, however, on the issue of the future use of monopoly powers. There have been concrete drafting proposals on such matters as definition of entities and practices to be addressed as well as transparency. But there has been no genuine convergence in such areas.

All the attention is directed at public monopolies whereas the much higher and prevailing market distortions due to private monopolies or oligopolies are not at all addressed.   

MARKET ACCESS 
Tiered Formula… 
Sensitive Products… 
Beyond the discrepancy between the degrees of tariffs cuts which are quite substantial this time and will not allow any "water" as during the implementation period of the AoA, the more so as the applied agricultural tariffs are generally the same as the bound tariffs, at least for the EU and most developed countries, the main question is: what will be the compensations DCs will have to pay in return to developed countries? 

We know the answer: compensations would have to be paid in the agricultural sector itself and in other sectors. 

1) In the agricultural sector the large reduction in Northern agricultural tariffs will be compensated by an increase in import substitution and in the allowed dumping, through higher blue and green subsidies which will compensate the reduction of domestic prices to their world levels so that the potential importers (agri-food industries, hypermarkets) will no longer have an incentive to import since they would be able to buy the products at world prices on the domestic market. At the same time the products could be exported without formal dumping since they would be exported at the domestic prices.

2) In other sectors: the EU and US have been this time quite explicit. Their offers to cut significantly their agricultural tariffs would have to be paid by a significant market access to the DCs markets for services and non agricultural products. Although a country such as Brazil has been one of the most aggressive in demanding the highest cuts possible in the agricultural tariffs of developed countries, the price it would have to pay on NAMA and services may be too high. Indeed in 2004 agriculture represented 5.2% of GDP against 17.2% for industry and 77.7% for services. 
Special and Differential Treatment 
- Just as for developed countries, there is a working hypothesis of four bands for developing countries. There is no disagreement on lesser cuts within the bands. A certain body of opinion is open to considering cuts of two-thirds of the amount of the cuts for developed countries as a plausible zone in which to search more intensively for convergence. But significant disagreement on that remains, and divergence is, if anything, somewhat more marked on the connected issue of higher thresholds for developing countries. 
- Some Members continue to reject completely the concept of a tariff cap for developing countries. Others have proposed a cap at 150%. 

- For sensitive products, there is no disagreement that there should be greater flexibility for developing countries, but the extent of this needs to be further defined. 

How can we call the Doha Round a Development Round in demanding that DCs would have to reduce their agricultural tariffs when most of them should instead increase them significantly to foster their overall development? Yet the experience of all countries today industrialized, including emerging DCs, has shown that they have all protected efficiently their domestic agricultural market (up to now for developed countries and up to the early or late 90s for emerging countries). How is it possible to deny today to non industrialized DCs the necessary precondition of their overall development?
LEAST-DEVELOPED COUNTRIES 
20. There is no questioning of the terms of paragraph 45 of the July Framework agreement, which exempts least-developed countries from any reduction requirement. 

Indeed there is no need to question the formal recognition in a WTO Agreement that LDCs are exempt from tariffs or subsidies reductions: the developed countries have been using their military wing of the IMF and World Bank to enforce the reductions.
COTTON 
21. While there is genuine recognition of the problem to be addressed and concrete proposals have been made, Members remain at this point short of concrete and specific achievement that would be needed to meet the July Framework direction to address this matter ambitiously, expeditiously and specifically. There is no disagreement with the view that all forms of export subsidies are to be eliminated for cotton although the timing and speed remains to be specified. Proposals to eliminate them immediately or from day one of the implementation period are not at this point shared by all Members. In the case of trade distorting support, proponents seek full elimination with "front-loaded" implementation. There is a view that the extent to which this can occur, and its timing, can only be determined in the context of an overall agreement. Another view is that there could be at least substantial and front-loaded reduction on cotton specifically from day one of implementation, with the major implementation achieved within twelve months, and the remainder to be completed within a period shorter than the overall implementation period for agriculture. 

However it goes without saying that for the US, and to a lesser extent to the EU, the elimination of export subsidies on cotton would only affect the explicit export subsidies such as the STEP 2 subsidies (which compensate US exporters and millers for the gap between the domestic price and world price, for a total of $2.4 billion from 1995 to 2004, i.e. about $200 million per year), and export credit guarantees ($470 million in 2004), not the blue and green subsidies which in the US account for more than half total cotton subsidies (direct payments and production flexibility contract payments for $5.5 billion from 1995 to 2004 and market loss payments and counter-cyclical payments for $3.1 billion in the same period, supposedly to be put in the new blue box) and likely too the marketing loans which are coupled domestic subsidies (for $6.5 billion in the period). Of course this is in contradiction with the WTO Appellate Body ruling that the so-called decoupled payments (direct payments and the former production flexibility contract payments) are in fact coupled. But recognizing these payments as coupled and having a dumping effect would put into question most green box subsidies, which the Draft Ministerial text is not doing since the EU and US could not accept it. 

� Jacques Berthelot, The empty promise and perilous game of the European Commission to slash its agricultural supports, � HYPERLINK "http://www.wto.org/french/forums_f/ngo_f/pospap_f.htm" ��http://www.wto.org/french/forums_f/ngo_f/pospap_f.htm�


� Jacques Berthelot, The King is naked: the impossible U.S. promise to slash its agricultural support, http://www.wto.org/english/forums_e/ngo_e/posp52_e.htm
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