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Executive Summary

This note provides a brief survey of issues relevant to expanding devel oping
country’'s trade in agricultural products, and anal yses, from the perspective of
these countries, the issues at stake in the upcom ng agricultural negotiations. It
al so flags questions that the experts m ght wish to consider
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I nt roducti on

1. At its third session, held from 28 Septenber to 2 October 1998, the
Conmmi ssion on Trade in Goods and Services, and Comodities decided to convene
in 1999 an expert neeting on examining trade in the agricultural sector, wth
a view to expanding the agricultural exports of the devel oping countries, and
to assisting themin better understanding the issues at stake in the upcom ng
agricultural negotiations (see TD/B/ COM 1/22, para. 83(b)). This background note
| ooks at sone of the issues relevant to the subject of the expert neeting. Part
I reviews the major problens faced by devel opi ng countries in the agricultura
sector and di scusses the prospects for expanding the agricultural exports of
devel opi ng countries. Part Il summarizes sone of the key issues at stake in the
upcoming nultilateral negotiations on agriculture in relation to the interests
and concerns of the devel opi ng countries.

Part |

EXPANDI NG THE AGRI CULTURAL EXPORTS OF DEVELOPI NG COUNTRI ES:
PROBLEMS AND PROSPECTS

2. The agricul tural potential of devel oping countries, the current state of
devel opment of that potential and the degree of participation of those countries
ininternational agricultural trade vary widely across countries and regi ons of
t he devel oping world. Natural endowrents such as climate and the availability
of arable land and freshwater supplies deternmine to a |l arge extent agricultura
potential. Historical trading relations with mgjor trading partners have al so
been inportant determ nants of the flow and conposition of devel oping countries’
agricul tural exports.

3. Al t hough the share of agriculture in world gross donestic product (GDP)
and the proportion of the | abour force enployed in it have been declining for
some time, for a large nunber of devel oping countries the agricultural sector
is still a major contributor to GDP. Between 1990 and 1996, agriculture’s val ue
added as a proportion of GDP was on average 34 per cent for |ow incone countries
(excluding China and India) as conpared to 8 per cent in upper-mddle-incone
countries and 1.5 per cent in the high-income countries of the Organisation for
Econom ¢ Co-operation and Devel opnent (OECD).! As a source of enploynent, in
1994, the agricultural sector enployed over 70 per cent of the |abour force in
| ow-i ncome countries, 30 per cent in mddle-income countries, and only 4 per cent
in high-incone countries.?

4, World trade in agricultural products, which anpunted to US$ 580 billion
in 1997 (equivalent to only about 11 per cent of world nerchandise trade), is
of vital importance to many countries, both exporters and imnporters. Food

products account for around three quarters of all agricultural trade, and raw
materials account for the remaining quarter. Developing countries account for
about 29 per cent of world agricultural exports and a simlar percentage of world
i nports. Agricultural products weigh nore heavily in the export structure of
many devel opi ng countries. For exanple, in 1996, of 55 devel oping countries for
whi ch conparabl e data are avail able, about a half had a share of agricultura

products in total nerchandi se exports in excess of 30 per cent, while a quarter
had a simlar share in excess of 50 percent.?
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5. Several aspects of recent trends in the pattern of world trade in
agricultural products are noteworthy. Firstly, between 1990 and 1997, the

princi pal sources of growh in world agricultural trade (which grew annually by
about 5 per cent during this period) were the intra trade of Asia and North
America (which grew annually by 9 per cent and 8 per cent, respectively) and
exports from Latin Anerica to western Europe (which grew annually by 8 per
cent).* Asia, western Europe (excluding intra-European Union trade) and the
M ddle East are (in that order) the principal net inporting regions of
agricultural products. In the case of Asia, which now accounts for over 25 per
cent of world agricultural inports, strong growh in demand before the East Asian
financial and economic crisis of 1997-1998 provi ded buoyant export markets for
nost agricultural exports in an environnent of relatively firmworld agricultura
prices, which rose sharply above trend in 1995/1996. However, since 1997, as
a result of the crisis, demand in the region has fallen substantially, with a
consequent adverse inpact on world agricultural prices.?®

6. VWhile primary products, as bulk comvodities, continue to domi nate the
conposition of world agricultural trade, in recent years the share of processed
food products (which was 30 per cent of world food exports in 1994) has been
rising, reflecting a growing world market for val ue-added, consumner-oriented food
products. For exanple, for OECD countries, which are the principal exporters
of processed food products (accounting for 70 per cent of world exports in 1992),
the share of processed foods in their food exports rose from 27 per cent to 37
per cent in the 1980s.® Processed agricultural products have al so been a dynam ¢
area of export growth in agriculture for devel oping countries in recent years.
For exanpl e, while devel oping country exports of oil seeds and ol eagi nous fruit
grew annually by 0.7 per cent between 1990 and 1995, those of fixed vegetable
oils grew by 16.5 per cent.’

7. However, a nore detailed exam nation of exports of agricultural processed
products reveals that the growi ng share of devel oping countries is mainly found
in the products at the primary processing stages. Wrld exports of products
requiring significant blending, processing and marketing activities, giving the
final products a high val ue-added, are often dom nated by devel oped countri es.
These products include tropical beverages and spices, which are based on
commodities primarily produced in devel oping countries. \ere the shares of
devel oping countries in the export of processed products have increased, this
can often be attributed to a large surge in the exports of a few countries or
territories in selected products. Exanples include rice exports from Viet Nam

poultry exports from Brazil, and vegetable oil exports from Ml aysia and
I ndonesi a.
8. Suppl y-side problems continue to be an inportant obstacle to export

expansion for sone developing countries, notably in Africa.? For exanpl e,
bet ween 1986 and 1997, while at the world level per capita agricultural
production rose by 7 per cent, it fluctuated considerably around a flat trend
for Africa as a whole and fell for many individual African and Central Anerican
countries.® Although weather and civil wars may have been a factor in sone
cases, these countries have not been able to nmake sufficient investnents in
agriculture or to benefit froman increase in yields due to the utilization of
i nproved seeds and chem cal inputs, nechanization and better farm ng practices
in general. Oher problens constraining export expansion include difficulties
in neeting market requirenents in ternms of quality, including sanitary
requi renents, and | ack of modern marketing and distribution infrastructures and
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skills.¥® The dominant role of large transnational enterprises in the worldw de
production, marketing and di stribution of some products has al so sonetinmes been
a constraining factor. The diverse agricultural situations of a cross-section
of devel oping countries are revi ewed bel ow.

9. Not wi t hst andi ng the supply-side problenms of some devel opi ng countries,
mar ket access continues to be one of the major factors affecting their trading
prospects. Al though the Uruguay Round resulted in the elimnation of nost non-
tariff barriers, tariffs in developed countries on agricultural products,
especially on processed products, remain quite high, as tariffication has |ed
to many peak tariffs on agricultural products (see Part Il below). However, for
products which are mainly supplied by devel oping countries, such as tropical
products (e.g. beverages, nuts, fruit, certain oil seeds, spices and flowers),
aggregate data suggest that devel oped countries have cut tariffs by an above-
average (i.e. nore than 36 per cent) rate of reduction. However, for sone
devel opi ng countries, especially the | east devel oped countries (LDCs), this has
meant an erosion of the preferential margins they enjoyed under tariff
preferences such as the CGeneralized System of Preferences (GSP) and the Lonmé
Conventi on. In any case, the inpact of the Agreement on Agriculture on
i ndi vi dual devel oping countries will vary fromcountry to country dependi ng on
each country’s pattern of agricultural production and trade.

10. In addition to the opportunities provided through the nultilatera
framewor k, some regional trade agreenents involving devel oping countries have
provi ded additional opportunities for expanding their agricultural exports. This
is particularly true of those agreements such as the Southern Common Market
(MERCOSUR), the Central American Common Market (CACM and the Cari bbean Community
(CARICOM which have largely liberalized agricultural trade within their region.

The agricultural situation of selected devel opi ng countries?®?

11. Argentina: Agriculture accounts for 6 per cent of GDP, and for around 10
per cent of total enployment. Agriculture and agro-industrial products make up
56 per cent of exports. Argentina is a net exporter of food products. |Its nmain
export products are cereals (of which 83 per cent is wheat and mmize) and
oi | seeds (colza, l|inseed, sunflower, peanuts and soybean); MERCOSUR countries
are a major destination for these products. Since the early 1990s, I|ivestock
production has been adversely affected by low world prices, intense conpetition
in international markets and changes in world consuner preferences. Por k
production has also suffered from increased foreign conpetition. The

agricultural sector has undergone a concentration of farns into larger units with
new business organizations and new seeding pools, which have attracted
consi derabl e foreign i nvestnment and benefited from econom es of scale. It has
been cl aimed that certain agricultural exports from Argenti na have been displ aced
or rendered less conmpetitive in third markets by the subsidized exports of
certain WIO menbers, in particular, the European Comrunities and the United
States. Argentina s exports to the European Union enter under several tariff
quotas (including the tariff quota for beef, which covers two-thirds of
Argentina’ s beef exports to this market). All these quotas have been fully
utilized so far. Since the conclusion of the Uruguay Round and the recognition
that the country is free of foot-and-nmouth di sease, Argentina has been eligible
for an annual 20,000-ton quota of fresh/frozen beef in the United States market.
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12. Beni n: Agriculture is the country’'s principal economc activity,
accounting for alnost 40 per cent of GDP, about 62 per cent of enploynment and
nore than 90 per cent of export earnings. The food inmport bill is estimted at

one-quarter of its total inmports. The principal crops are cotton, cassava, maize
and yams. Cotton accounts for alnobst all export earnings. Oher branches of
agriculture are failing to devel op because of uncertain markets and |ack of
credit. The CFA franc devaluation of January 1994 initially triggered an
increase in prices, but was foll owed by a decline in the value of food inports
fromcountries outside the franc zone. Follow ng the devaluation, overall food
producti on stagnated in 1994 and did not increase significantly in 1995, which
led to serious food supply problems in 1996. The Governnment's decision to raise
t he adm ni stered producer price for cotton by 50 per cent between 1994 and 1996,
whil e maintaining the other adm nistered prices at their old levels, may al so
be a reason for a shift of production away from food crops to cotton. In 1994,
t he Governnent took a decision to prohibit temporarily exports of food crops,
in order to ensure food security. Most farnms were created or nationalized under
the previous reginme and are currently under the supervision of the Mnistry of
Rural Devel opnent. However, it seens that, since 1985, these farnms have not been
mai nt ai ned. Chemical pollution is a negative aspect associated with cotton-
growi ng, which requires |arge amounts of pesticides. Brazil has refused entry
to sone cotton inports from Benin because of the presence of pesticide residues.

13. Brazil: Agriculture accounts for around 14 per cent of GDP, and 23 per
cent of total enploynment. Food exports are equivalent to 30 per cent of its total

exports, while inmports of food and agricultural raw material account for 11 per
cent of the total inmports. Brazil is the world s |argest producer of coffee and
i s anmongst the | argest producers of soybean products, orange juice, cocoa, beef,
tobacco and cotton. The share of coffee exports in total exports fell to 6 per
cent in 1994 (5.1 per cent in coffee beans and 0.8 per cent in instant coffee).
Brazil is the world s |argest and | owest cost producer of sugar cane and refined
sugar. Sugar exports have increased dramatically in recent years, despite the
system of export taxes. It is alnmost self-sufficient in food production, except
in wheat. Cereals account for around 2 per cent of total imnports; other
significant agricultural inports include rice and corn. Brazil operates a system
of m nimum price support for corn, rice and wheat. High Ievels of price support
and inport/export restrictions existed previously, but its trade and sectora

policy has been directed towards a nmore neutral stance. Adaptation has been made
particularly difficult by the sector’s historically high | evels of indebtedness
and, nore recently, by the inmpact of stringent nmonetary policies on
profitability. Rural indebtedness has continued to grow in recent years.

14. Cote d' lvoire: Agriculture accounts for 28 per cent of GDP, and its share
in the total |abour force is around 63 per cent. Food exports anount to 60 per
cent of its total exports, and inports of food and agricultural raw materials
are estimated to be around 15 per cent of the total. The major products inported
are wheat and rice (accounting for 7 per cent of total inports) and ani mal
products (3 per cent). Subsidized inports of meat fromthe European Union are
said to have prevented the gromh of a regional and | ocal bovine industry, as
these conpete with Sahelian products. The high cost of road transport (in the
form of taxes on vehicle inports and road tolls) nmay place a dual burden on
producers, affecting both the supply of inputs and the transport of their
products. Cocoa and coffee production account for alnost 16 per cent of CGDP
Cote d'lvoire is the world's | argest producer of cocoa: it produces around one-
third of the world total. Cocoa provides nore than one-quarter of the country's
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export revenue. Approxinmately 90 per cent of its coffee and cocoa exports are
to the European Union. Cbdte d Ivoire has already begun to diversify into the
manuf acture of instant coffee, cocoa butter and other cocoa products. \Wile
Ivorian exports of these products are entitled to duty-free entry into the ngjor
consunmer market, these advantages have enabl ed exporters to build up a sizeable
mar ket share. The Uruguay Round agreenents reduced the market access advant ages
of Cdte d' Ivoire in some products, including cocoa beans, as the European Union's
tariff reduction from3 to O per cent will erode the preferential margin for the
African, Caribbean and Pacific group of States. Céte d' lvoire’ s exports of
bananas enter the European Union duty-free, within the tariff quota provided for
in the Lomé convention.

15. El Sal vador: Agriculture accounts for 13 per cent of GDP and for 30 per
cent of enploynent of the total |abour force. Food exports are equivalent to
52 per cent of total exports, and inports of food and agricultural raw nateria
account for 20 per cent of total inports. The nost inportant agricultura
products are coffee, basic grains and sugar. Livestock is also an inportant
activity, accounting for 25 per cent of agricultural GDP. Major export crops
i ncl ude coffee, sugar, shrinp and cotton. Coffee exports account for 32 per cent
of the total; sugar exports account for the next-largest share of the total
The chicken industry has been growing in the two | ast decades, and Sal vadoran
whol e chicken is conpetitive in the international market, but once it is cut into
parts, it becones nore expensive than the chicken parts fromthe United States.
Imports of the latter are a concern to |local farmers. Exports of chicken from
El Salvador to the United States are restricted for sanitary reasons. El
Sal vador imports a w de range of staple foods, including wheat, rice, meat,
vegetables and fruit. El Salvador has insufficient land for significant crop
expansion, and so the main source of growth in agricultural output will have to
be increases in productivity and conpetitiveness. Agricultural |iberalization
including the reduction of tariffs and non-tariff barriers, was undertaken
aut ononously before the end of the Uruguay Round. At present, there are no
di rect support progranmes available to producers. Mre market-oriented policies
have benefited producers and processors of sugar. The Sal vadoran farm ng sector
is al so concerned about the potentially negative effects of the North American
Free Trade Agreenent (NAFTA) on non-traditional agricultural exports of fruit
and vegetables to the United States market, where El Sal vador conpetes with
Mexi co.

16. India: Agriculture accounts for 29 per cent of GDP, and for over 65 per
cent of total employnment. Agricultural exports were equivalent to about 17 per
cent of total exports in 1996/ 1997, while food inports accounted for |ess than
5 per cent of total inports. Food exports were around 13 per cent of tota

exports between 1992 and 1994. Animal and vegetable fats account for over 40 per
cent of total agricultural inports, and fruit and nuts for 17.2 per cent. The
removal of export restrictions, especially on rice (in 1994), has been a factor
in the growh of cereal exports (27.9 per cent of total agricultural exports in
1995/ 1996), followed by coffee and tea (16 per cent) and animal feed (13.4 per
cent). The loss of markets in the forner Soviet Union was one of the main causes
of an overall decline in exports of traditional products such as tea and coffee.
There has been a relative increase in India's trade with Asia and a relative
decline inits trade with western Europe. Between 1992 and 1996, the share of
imports from Asian countries in India s total agricultural inmports rose from
41 per cent to 54 per cent, and that of exports to Asia grew from 45 per cent
to 52 per cent. Despite an inpressive rate of growmh in recent years, the
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agricultural sector faces a nunber of infrastructural constraints. Although the
production of processed fruit and vegetabl es grew by an inpressive 22 per cent,
per annum on aver age between 1992 and 1996, it is estimated that as nuch as 25-30
per cent of India s production of fruit and vegetables is wasted every year
because of inadequate storage, handling and marketing infrastructure. The
conmerci al processing of fruit and vegetables remains |ow, at about 1.8 per cent
of total annual production. The agricultural sector is supported through a
variety of neasures, including through product-specific support for rice, wheat
and other cereals. Wth nmuch of the popul ati on dependent on the rural econony
and a |arge nunmber of |andless |abourers and small-scale farmers with little
mar ketable surplus, India maintains a mninmmsupport-price schene for
agricultural comodities. However, the product-specific aggregate neasurenent
of support (AMB) for each of 19 priority products has been bel ow the 10 per cent
de minims level. |In addition, because donestic prices are significantly bel ow
the base period (1986-1988) external reference prices, India s total product-
speci fic AMS has been technically negative. The main subsidies provided to the
agricultural sector include those for fertilizer production, irrigation and
power. There is also a food consunption subsidy through the Public Distribution
System to ensure that all consumers have access to food.

17. Mexi co: Agriculture accounts for 5 per cent of CGDP and around 25 per cent
of total enployment. Food exports amount to 6 per cent of total exports, and
i nports of food and agricultural raw materials amunt to 6 per cent of tota

i mports. Cereals (notably nmize) are the dom nant agricultural commodity.
Mexico is a large exporter of fresh vegetables, coffee, tomatoes and other fresh
fruit; it has al so becone an inportant exporter of prepared foods, notably beer

tequila and tinned products. Consunption patterns for agricultural products have
al so been undergoi ng rapid changes: per capita consunption of rice and beans,
two of Mexico's staple foods, has declined; maize consunption is increasing but
a growing share is being utilized for industrial purposes and feedstock. Such
trends point to nore diversified consunption patterns. Mexico's agricultura

sector still suffers frominsufficient investment, |ow productivity and regi ona

di sparities in production techniques. Three-quarters of the population
considered to be living in extrene poverty live in rural areas. The |lack of
resources, notably land, capital and skilled labour, is a major constraint.
Farmers have experienced considerable difficulty in obtaining credit, and have
been exposed to high, volatile interest rates associated with high rates of
inflation. Comercial banks consider farmers to be a high-risk group, and the
credit guarantees they require are out of reach for many farners.

18. Republic of Korea: Agriculture accounts for around 6 per cent of GDP and
around 15 per cent of total enploynment. Exports of food and agricultural raw
mat eri al s account for 6 per cent of total exports, while food inports account
for 11 per cent of total inports. Mjor crops include rice (around 30 per cent
of total agricultural production), vegetables (23 per cent) and livestock (22
per cent). The Republic of Korea's agriculture relies heavily on small-scale
farm ng, and the sector’s productivity is low. Rice output has been shrinking
in the | ast decade, although the country is still self-sufficient inrice. It
produces about 25 per cent (a decline) of its needs for grains and over 90 per
cent of its needs for pork and chicken. The primary objective of agricultura

policy is to ensure an adequate degree of donestic production for food security
and parity between urban and rural inconmes. In the past, the Republic of Korea's
support to farm ng was based on hi gh border protection (including the prohibition
of inmports) and market price support, but to adjust to the Uruguay Round
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comm tnments it began to inplenment a new agricultural policy in 1994. The new
policy aims at, inter alia, increasing conpetitiveness in rice production by
| owering costs and general refornms in the farml and and marketing system The
farm ng sector does not appear to be well prepared to nmeet the chall enges of
liberalization. Incone losses in this sector >attributed to the Uruguay Round
agreements are expected to reach US$ 4 billion in 2005, contrasting with a net
gain of US$ 28 billion for the econony as a whole.

19. Thai | and: Agriculture accounts for around 11 per cent of GDP and 40 per
cent of total employnent. Food exports account for 19 per cent of total exports,
while inports of food and agricultural raw materials account for 8 per cent of
total inports. Wiile the agricultural sector has been growing nore slowy than
the rest of the econony, agricultural exports have renmained substanti al

Thailand is one of the |argest producer/exporters of rice and natural rubber.
Total cereal inports, primarily of wheat, were about US$ 141 nmillion in 1994,
conmpared to exports of about US$ 1.6 billion (basically of rice). I n export
crops, there has been a slow shift away from coffee and rice into such higher
val ue-added activities as cattle-raising, orchards and fisheries. Chilled and
frozen poultry have also been anmong Thailand's growi ng agricultural exports.
Most poultry breeding stock is currently inported. In recent years, however

Thai | and has faced increased competition fromnew entrants in the Asian market,
such as China, and this has restrai ned export grow h. About 80 per cent of
production costs are for feed and medicine; the |argest conponent of feed costs
is said to be the inmport tariffs and surcharges inposed on soybean neal, corn

and fish neal. About 40 per cent of Thailand's total land area is classified
as agricultural holdings by the authorities. The average size of Thailand's 5.1
mllion farnms was about 4.1 hectares in 1991, down somewhat from about 4.3

hectares in 1980. Approximately 70 per cent of total agricultural land is under
private ownership, 10 per cent under |easehold, and 12 per cent under tenancy.

20. Uganda: Farming is Uganda's dom nant econom c activity, accounting for
46 per cent of CGDP, including substantial non-nonetary production, and generated
more than 80 per cent of the country's export earnings. Food inports are

estimated to be around 10 per cent of total inports. The sector absorbs about
80 per cent of Uganda's workforce, mainly on smallholdings with an average size
of less than two hectares. Only tea and sugar are grown on |arger plantations.
Large areas of wunutilized but potentially productive |and appear to lie idle.
Avai | abl e data suggest that only about one-third of Uganda's potentially arable
land is actually cultivated. Longer-termgrowth, however, depends essentially
on inprovements in productivity. Coffee and coffee products are the essentia
export crops of Uganda, representing over 60 per cent of total export earnings
fromagricultural and fishery products. Oher nmgjor export crops include tea,
cotton and tobacco. The European Union is Uganda s principal export market.
Coffee is grown predom nantly on small holdings, often in conbination wth
subsi stence crops such as bananas. Cof fee production, however, has been
declining in the | ast decade, due to |low world coffee prices and the growth of
ot her cash crops (e.g. tobacco). Mjor agricultural inmports include wheat, sugar
and vegetabl e and ani mal fats.

21. Venezuel a: Agriculture contributes only 4 per cent of GDP, and enpl oys
12 per cent of the total |abour force. Exports of food and agricultural raw
materials are a negligible 2 per cent of export earnings (which are doni nated
by oil), while the share of food inports in total inports is 16 per cent
Li vestock activities (including m |k production) account for 46 per cent of
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agricultural CGDP, followed by crops (40 per cent). Beef inports are negligible,
but both poultry and pork production have increased, being facilitated by
vertical integration. The rapid growth in poultry production has lowered its
price in relation to other neats, making chicken the mpst nmarketed neat in
Venezuela. Corn is Venezuela s main staple food. Corn and sorghum account for
some 75 per cent of the harvested area for cereals. Corn is nostly produced by
smal|l farners. A downward trend in per capita food production is seen as a sign
that Venezuela' s food security is threatened. The new law on agricultura
devel opnment and food security seeks to integrate the sector into the
i nternational market while taking account of econom c globalization and the
formation of regional blocs. Agricultural activities are exenpt from revenue
tax and tax on capital assets, while certain agricultural basic food itens are
exenpt from whol esal e and consunption taxes. M1k has been traditionally the
item nost protected by market price support. Assistance to the agricultura
sector, however, has fallen significantly, even before the inplenentation of the
Uruguay Round agreenents.

Part 11
| SSUES AT STAKE | N THE UPCOM NG AGRI CULTURAL NEGOTI ATI ONS

22. According to article 20 of the Agreement on Agriculture, new negotiations
to continue the reformprocess are to be initiated by 1 January 2000 taking into
account the following: (1) the experience to date with the inplenentation of the
reduction commitnents; (2) the effects of the reduction conmtnments on world
trade in agriculture; (3) non-trade concerns, special and differential treatnment
for devel opi ng-country nenbers, and the objective of establishing a fair and
mar ket -oriented agricultural trading system and (4) any further conmtnents
necessary to achieve the long-term objective of a substantial progressive
reduction in support and protection

23. A nunmber of issues, many of which have cone to light as a result of
experience, with the inplenmentation of the agreenents, have been put forward by
WO nenbers for consideration in preparations for the third mnisterial
conference schedul ed to take place from 30 Novenber to 3 Decenber 1999 in Seattle
in the United States.

24, I ssues relating to market access include:

(1) Ways and neans to reduce further agricultural tariffs, including
tariff peaks (arising from the tariffication process) and tariff
escal ati on;

(2) Modi fications to the tariff rate quota system ranging from
substantial increases in the quantities subject to lower rates to
elimnpation of the quota system as well as possible disciplines on
tariff quota adm nistration; and

(3) Further incorporation of the special needs and conditions of
devel oping countries in market access commitments, including the
fullest liberalization of trade in tropical agricultural products.

25. I ssues relating to donestic support include:

(1) The future of "Blue Box" measures (proposals range from mai ntaining
the status quo or capping expenditures to outright elimnation);
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(2) The revision of "G een Box" criteria; and
(3) More explicit recognition and incorporation of non-trade concerns.

26. Wth respect to export subsidies, the conplete elimnation of export
subsidies is one of the issues raised.

27. Finally, issues relating to horizontal and other issues include:

(1) The future formof special and differential treatnment for devel oping
countries in agriculture;

(2) Concrete followup action to the Mnisterial Decision on Measures
Concerning the Possible Negative Effects of the Reform Programre on
Least - Devel oped and Net Food-I1nporting Devel opi ng Countries;

(3) Di sci plines concerning the role of State trading enterprises; and

(4) The future of the "peace clause".

28. These issues are discussed belowin relation to the interests and concerns
of the devel oping countri es.

A.  Framework of the Negotiations and the Policy Climate for Reform

29. Two general points need to be borne in mnd: the first is the possible
framework in which the negotiations on agriculture mght take place, and the
second is the policy climate for achieving a substantial progressive reduction
in support and protection. The conmtment in the Uruguay Round agreenents is
for new negotiations to begin on agriculture, services and aspects of the built-
in agenda by 2000. It has been argued that the incorporation of the built-in
agenda in a broader "mllenniumround® mght yield nore far-reaching results in
agriculture, primarily because it would create the possibility for nore trade-
of fs. However, it has also been argued that this approach m ght provide an
opportunity for nore powerful trading partners to attenpt to exact a price from
devel opi ng countries in unrelated fields for further substantial |iberalization
in agriculture.?®

30. Attention is drawn to several recent devel opnents in national agricultura
policies, particularly in those of the devel oped countries, which are likely to
have an influence on the outcone of the upcom ng negotiations. The United States
1996 Farm Bill (the Federal Agricultural Inprovenent and Reform (FAIR) Act) is
not abl e because it replaces the deficiency paynents programe w th decoupl ed
paynments (from current production levels and cropping decisions), and thus
renders the Blue Box exenption unnecessary for the United States. The European
Uni on’ s "Agenda 2000" reforns of the Common Agricultural Policy (a continuation
of the 1992 MacSharry reforns), involving further reductions in internal European
Uni on price support levels (for major commodities such as cereals, beef and dairy
products) conbined with sem -decoupl ed (Blue Box) direct paynents to farners,
will largely determine the European Union's position in the wupcomng
negoti ati ons. Japan’s decision to tariffy its inmport restrictions on rice
(beginning in April 1999) will obviate the need to press for an extension of its
non-tariffication exenption in the upcom ng negoti ati ons, although the |evel of
that tariffication has attracted the concern of its trading partners.

31. Lastly, the duration of the negotiations is |likely to be affected by the
expiry at the end of 2003 of the so-called peace clause (article 13 of the
Agreement on Agriculture), which provides protection fromchall enges within WO
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to donestic support and export subsidies that conformwith the Agreement. To
avoi d the possibility of endl ess disputes in WIQ, participants are likely to have
an incentive to conclude the negotiations before the expiry date and to extend
t he peace clause to cover the new inplenentation period.

B. Mar ket Access

32. As noted above, the tariffication process has resulted in very high tariffs
in the agricultural sector as conpared to the industrial sector. A joint
UNCTADY WO study found that nmore than half of the peak tariffs (those in excess
of 12 per cent) of devel oped countries are in the agricultural sector (including
the food industry) and the fishery sector, with prohibitively high rates
(sonmetimes exceeding 100 per cent) found nostly anmpong tariffied products.?®
Tariffs on products of mmjor export interest to devel oping countries such as
sugar, tobacco and cotton, as well as processed food, are frequently |evied at
some of the highest peak rates. |In contrast, the study found that agricultura
tariffs above 100 per cent were rare in the devel oping countries.

33. In addition to high tariffs, there is also the continuing problemof tariff
escal ation. A recent FAO study indicates that, while the extent of nom na
tariff escalation in the agricultural sector has been reduced, nore than half
of the post Uruguay Round tariff wedges (i.e. the difference between the tariffs
on processed products and a primary input comobdity) in the markets of devel oped
countries still remain positive with an average nonminal tariff escalation of 17
per cent.® Tariff escalation thus continues to be a matter of concern for
devel oping countries who are interested in enhancing their agricultura
processing i ndustries.

34. The profile of post-Uruguay Round tariffs in the agricultural sector has
become nore conplex, especially in the case of the devel oped countries, because
of an increase in the nunber of tariff lines to accommdate different tariffs
applicable to the same product, such as seasonal, in-quota and above-quota
tariffs, and the nore frequent use of non-ad valoremtariffs.' An analysis of
the use of the tariffs shows that for the major agricultural trading devel oped
countries the proportion of agricultural tariff |ines which are expressed in non-
ad valoremterns ranges from around 22 per cent (for Canada and Japan) and 42
per cent (for the European Union and the United States) to around 90 per cent
(for Switzerland). Non-ad valoremtariffs are | ess transparent than ad val orem
tariffs with regard to their degree of restrictiveness, and they are | ess easy
to conpare fromone country to another. Non-ad valoremtariffs also weigh nore
heavily agai nst |ower-priced inports. For exanple, the degree of restrictiveness
of a specific tariff varies inversely with the unit price of the inported
product, while that of an ad valorem tariff is constant (i.e. the sane
proportion) over all wunit prices.

35. To ensure that the tariffication of non-tariff neasures at high levels
woul d not lead to a reduction of the base-period levels of agricultural trade
(current market access opportunities) and would allow a mni mum | evel of inports
(equivalent to 3 per cent of the base-period donmestic consunption of a product
rising to 5 per cent by the end of the inplenentation period - "m ninmm access
opportunities") to take place, the Agreenent on Agriculture provided for the
introduction of tariff rate quotas, where a |lower duty applies to inports within
a quota quantity.'® Effective market access has been influenced to a |arge
extent by the allocation of quotas to supplying countries and the adm ni stration
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of such quot as. In nmany cases, current access opportunities have been pre-
al l ocated to specific suppliers on the basis of their market shares in the base-
period or as a result of bilateral negotiations held during the Uruguay Round.
Whi | e m ni mnum access opportunities are in principle available on a nost-favoured-
nati on basis, often, a considerable portion is effectively earnmarked for specific
supplier countries, either because of preferential tariffs (under bilateral
regional or interregional preferential trade agreements) which are |ower than
the in-quota rate, or because of preferential quota provisions.?®

36. The nmethod of tariff quota adm nistration, which is left to the discretion
of each importing country, has had a significant inpact on effective market
access. For exanple, the way in which quota inport |icences have been allocated
to inporters and the application of specific conditions to the right to acquire
the licences in sone cases® have affected not only the access of suppliers from
different countries but also the extent to which quotas have been filled.

Nurrer ous cases of quota "under-fill"™ (when the total in-quota inports fall short
of the commtted quota quantities) have been reported. In sonme cases, a |ack
of market demand for inmports has been cited as the main reason. In any case

the proliferation of differing quota admnistration methods has nmade it
difficult to nonitor the inplementation of market access opportunities under the
tariff quota system

37. The use of the special safeguard provision of the Agreement on Agriculture
is also relevant to the issue of market access. O the 38 countries eligible
to use the special safeguard provision,# seven took safeguard actions under this
provi sion between 1995 and 1997. The products of export interest to devel oping
countries affected by such actions included some neat, dairy, cereal and
veget abl e products. 2 It is important to note that the special safeguard
provi sion under this Agreenent, which applies only to "tariffied" products,
differs fromthe general safeguard provisions under GATT 1994 in that a specia
safeguard action (i.e. the application of an additional duty) can be triggered
automatical ly agai nst specified inports, according to the ternms and conditions
stipulated in article 5 of the Agreenent on Agriculture without the need to prove
serious injury to a donmestic industry or to hold consultations with a supplier
country. It is also noteworthy that many products specified in the specia
safeguard provision are levied at peak tariffs; thus the special safeguard
provides in effect additional protection for already highly protected products.

38. In the area of market access, several options mght be worthy of
consi deration, from the perspective of the developing countries, for the
continuation of the reform process in agriculture in the upcom ng negoti ati ons.
| nproved transparency in agricultural tariffs is likely to be of particular
i mportance to devel oping countri es because of the di sadvantages these countries
face in accessing, and in their capacity to process, information. At the very
| east, transparency could be inproved if future negotiations were to lead to a
conversion of all non-ad valorem tariffs in the agricultural sector into ad
valoremrates. The further sinplification of tariff schedul es by reducing or
elimnating the nunber of multiple tariffs for the sane product, associated with
seasonal and other tariffs, would be helpful. To tackle the problemof tariff
peaks and the excessively high tariffs resulting fromtariffication, agreenent
on the use of a tariff-cutting formula with a tariff-harnonizing effect (for
exanmpl e the "Swi ss formul a" used during the Tokyo Round) m ght be the best option
fromthe perspective of devel oping countries. A harnonization fornula should
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al so be designed to reduce tariff escalation, including the provision of fullest
liberalization for tropical products in processed forns.

39. Several inprovements in the tariff quota system could be of benefit for
devel oping countries. At a mninmm the volume of inports within the tariff
qgquota coul d be substantially increased. This could be conmbined with cuts in the
out-of-quota rates and the reduction or elimnation of in-quota rates. These
measures could be acconpanied by inproved disciplines to govern the quota
al l ocation and admi nistration system The reforns should ensure an increase in
the effective access opportunities of developing countries - traditional as well
as new exporters - as regards the products concerned. Lastly, it could be of
interest to developing countries if the special agricultural safeguard were to
be elimnated or trigger levels substantially reduced.

C. Export Subsidies

40. Regardi ng export subsidies, two interrelated facts have been highlighted
as issues for consideration in the upcom ng negotiations. The first is that,
despite the reduction commtnments achieved in the Uuguay Round, substantia
export subsidies (in both volunme and budgetary outlay terns) will remain for
those countries which are permtted to use them particularly the devel oped
countries, after the inplenmentation of the Agreenment on Agriculture.® The
second related fact is that sone WO menbers have the right to use export
subsidies (albeit wthin bound levels), while others (particularly npst
devel oping countries) do not, aside from devel oping country exceptions under
article 9(d) and (e).? A substantial further reduction in, or the elimnation
of, export subsidies would be a step towards the creation of a nore |evel playing
field and greater equity anong WO nenbers in the area of export conpetition.
The short-term adverse effects on net food-inporting devel opi ng countries woul d,
however, need to be recognized and dealt with.?® Similarly, any negotiation of
di sciplines on agricultural export credits should take fully into account the
needs of LDCs and net food-inmporting devel oping countries, in conformty with
the M nisterial Decision on Measures Concerning the Possible Negative Effects
of the Reform Programme on Least-Devel oped and Net Food-Inporting Devel oping
Countries.

D. Domestic Support

41. Al t hough the commtment to reduce trade-distorting domestic support was
one of the major breakthroughs achieved in the Agreement on Agriculture,
experience so far has highlighted a nunber of problenms relating to the
i mpl emrentation of this commtnent. First, despite the agreed cuts (20 per cent
by devel oped countries and 13 per cent by devel oping countries) in the base-
period (1986-1988), post-inplenentation levels of permtted AMS will remain quite
hi gh. Mreover, the distribution of AVSE anobng WIO nenbers (particularly between
devel oped and devel opi ng countries) remains highly skewed. Devel oped countries
are allowed approximately US$ 146 billion in domestic support, anpunting to 90
per cent of the total AMS applicable to all WO nenbers. Only 10 devel opi ng
countries systematically calcul ated their base-period AMS, the remai nder cl ainmed
a zero |level.? For the majority of the devel oping countries with base-period
AMB, the anounts cl ained were bel ow 20 per cent of their individual agricultura
GDP, whereas for the devel oped countries, AMS anmobunts were equivalent to over
50 per cent of agricultural GDP in nany cases.? Thus, nost devel opi ng countries
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(whether with or wthout base-period AMS) might be prevented from utilizing
certain support policies in the future.

42. O her issues or problens relating to the comritnents on donestic support
include the aggregate (i.e. non-product specific) nature of the reduction
conmitnent, the exenption of deficiency and production-linmting paynents (i.e.
the Blue Box exceptions) from AMS cal culations, the need for a nore precise
definition of policies that qualify for inclusion in the Geen Box (i.e. policies
with a "mnimal effect on production and trade"), technical issues and m stakes
regarding the calculation of AMS (including the definition of eligible
production, adjustments for inflation, the currency basis and treatnent of
negative AMS),? and ways of addressing the legitimte non-trade concerns of
countries (see discussion bel ow).

43. Several options in the area of donestic support mght be worthy of
consi deration, fromthe perspective of devel oping countries, for the continuation
of the reform process in agriculture. These include a substantial further

reduction in AMS, elimnation of the de mnims level for nmenbers with high AMS,
substantial curtailment or elimnation of Blue Box neasures, tightening the
policy criteria for inclusion in the Green Box with full account taken of the
speci al needs and conditions of developing countries,?® al I owi ng devel opi ng
countries to recalculate their AMS or raising their de mnims level to 20-25
per cent (where this can be justified to pronote increased production of basic
foodstuffs), and correcting or clarifying the nethodol ogical problens in the
cal cul ation of AMS in a manner favourable to devel oping countries.

E. Horizontal and other issues

44, In addition to the issues just discussed relating to the main tracks of
the reform programre initiated by the Agreenment on Agriculture, there are a
nunber of inportant horizontal and other issues that are likely to be at stake
in the upcom ng negotiations on agriculture. These include the renewed debate
on non-trade concerns, the appropriate expression of special and differentia
treatment for developing countries in agriculture, concrete follow up actions
to the Mnisterial Decision on Measures Concerning the Possible Negative Effects
of the Reform Programe on Least-Devel oped Countries and Net Food-Inporting
Devel oping Countries, the linkage with sanitary and phytosanitary issues,
disciplines relating to state trading activities, and the activities of private
sector enterprises that mght distort trade, and the future of the peace cl ause.

45, The renewed debate on non-trade concerns is about whether countries have
legitimate donestic agricultural goals that should be taken into account in
efforts to achieve the agreed long-term objective of establishing a fair and
mar ket -oriented agricultural trading system Proponents of non-trade concerns
have argued that agricultural activity produces not only marketable goods (i.e.
normal agricultural outputs) but also provides society with public goods and
services that are a by-product (a "positive externality") of agricultural
activity. These public goods include environnmental benefits (e.g. |andscape
preservation, protection from natural hazards and di sasters, the maintenance of
bi odiversity, etc.), rural developnent (e.g. securing rural enploynment and
bal anci ng regi onal incone distribution), food security and the contribution of
agriculture to the econom ¢ devel opnent of devel oping countries.® This nultiple
role is terned the "multifunctionality" of agriculture. The inportance attached
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to each of these elenents varies from country to country, depending on
geographical, climatic and cultural differences.

46. Sone countries, particularly net food-inporting devel oped countries, have
argued that there is a need to take into account the nultifunctionality of
agriculture in future reductions in agricultural support and protection since
the positive externalities arising fromagricultural activity should be bal anced
agai nst the envisaged allocative efficiency arising from agricultural trade
i beralization. On the other hand, the mmjor exporting countries (e.g. the
Cairns Goup and the United States) have argued that non-trade concerns shoul d
not become a new obstacle to achieving substantial further reduction commtnents.
They consider that issues identified as non-trade concerns could best be handl ed
within the framework provided by the Green Box criteria. Sone other countries
have argued that there is a need to reflect non-trade concerns in commtnents
not only on domestic support but also on market access.

47. The soci o-econonic roles of the agricultural sector in the econom es of
devel oped and devel oping countries are different. For one thing, a |large share
of the population in developing countries is still earning a living fromthe
agricultural sector, while in developed countries the share of the popul ation
doing so is less than 5 per cent of the |abour force. Furthernore, food
consunpti on accounts for a large share of total household incone in devel oping
countries, while in devel oped countries it accounts for a small and decreasing
proportion. Thus, even small changes in agricultural enploynent opportunities,
or prices, can have major socio-econom c effects in devel oping countries. For
nmost devel opi ng countries, the need is to raise agricultural productivity and
i ncrease production, particularly of basic foodstuffs. By contrast, for nost
devel oped countries, the concern is to maintain a parity of incone between the
smal |l proportion of the workforce in farm ng and those in industry. These
fundamental differences in the socio-economc roles of the agricultural sector
i n devel oped and devel oping countries thus raise questions as to whether the
exi sting special and differential treatnment provisions of the Agreenment on
Agriculture are adequate to nmeet the needs and conditions specific to devel oping
countries.3 The upcomng negotiations may need to clarify the concept of
special and differential treatnment for devel oping countries in agriculture, where
t he need can be denonstrat ed.

48. The shortfall between donestic agricultural production and food
requi renents in many LDCs and net food-inporting developing countries is
generally met through commercial food inports and food aid. However, in recent
years (between 1991-1992 and 1997-1998), because of the reduction of nore than
50 per cent in deliveries of food aid to these countries,® a greater volune of
basi ¢ foodstuffs has had to be inmported by these countries on conmercial terms.
The ability of these countries to finance normal commercial inports of such basic
foodstuffs depends crucially on their overall export earnings growh, which is
a principal determ nant of their inport capacity, and changes in their food
inport bills due, in particular, to price factors. In recent years, both of
these variables have in general experienced adverse trends. Meanwhi | e, no
speci al provision has been made by international financial institutions to dea
with the Uruguay Round-rel ated short-termfinancial difficulties of LDCs and net
food-i nporting devel oping countries with regard to food imports. According to
these institutions, this situation is due mainly to technical difficulties in
identifying the precise inpact of the inplementation of the Agreenent on
Agriculture on world food prices. Thus, an issue for these countries in the
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upcom ng negotiations is likely to be the consideration of nore concrete neasures
that could be put in place to deal with the problemof inadequate food production
and the negative effects of the reform programre on them

49. Anot her general issue that will need to be addressed concerns the grow ng
public awareness of the need for sanitary and phytosanitary neasures, which could
be abused to provide a new form of protectionism The Agreenment on the
Application of Sanitary and Phytosanitary Measures recognizes that a country may
apply neasures that are nore restrictive than the relevant internationa
standards, but only if those neasures are based on sound scientific evidence.
Difficulties have arisen when countries, evoking "precautionary principles", have
applied nmeasures to inports of products that are suspected to be health hazards,
even though the scientific evidence of such risk is still disputed.®*  There is
a need to establish clear procedures in such cases so as to avoid a | owering of
established domestic food safety standards, while at the same tinme preventing
a protectionist use of sanitary and phytosanitary neasures. Ways shoul d al so be
found to ensure nore effective devel opi ng-country participation in the standard-
setting process.

50. The preval ence of State trading enterprises in the agricultural sector and
their involvenment in sone countries in the inplenmentation of narket access
comm tnments under the tariff quota system have renewed interest in WO
disciplines on the activities of such enterprises.®* Wile the Understanding on
the Interpretation of Article XVII of the General Agreenent on Tariffs and Trade
1994 coul d be inproved to control nore effectively the practices of nonopolies,
it should be recognized that large private trading houses (both private and
publicly owned) can al so abuse their market power. From the perspective of
devel opi ng countries, it mght be of interest to have nultilateral disciplines
whi ch cover the anti-conpetitive practices of both private sector and State
tradi ng enterprises.

51. Lastly, a matter which deserves particular nention is the situation, with
respect to agriculture, faced by countries currently acceding to the WO %
Al t hough agriculture plays an inportant role in the econom es of nobst of these
countries, in many cases the agricultural and related trade policies of these
countries are not yet in place or even defined. Many accedi ng countries do not
have a wel | -established practice for providing donestic support in agriculture
and are still in the process of defining optimal |evels and forns of such
support. On the other hand, the disciplines in the Agreement on Agriculture are
based on the specific and | ong-standing policies and practices of WO nenbers.
Thus, for example, the choice of an appropriate base period for the AM
cal cul ati on poses a problem Furthernore, in the absence of clearly defined rules
in the Agreement with regard to accedi ng countries, the approach taken by sone
WO nenbers is that the provisions of the Agreenent are applicable only to
original WO nenbers, and hence the terns of accession for acceding countries
are subject to negotiations and a much hi gher degree of comm tnents. |ndeed, the
| evel of such conmitnents has been rising. For example, in accession cases in
1995 and 1996, applicant countries were allowed to use special safeguards, but
in recent cases none have been permtted. In other areas, countries which
acceded recently have been pressed into adopting de mnims commtments in
donestic support and into binding their export subsidies at zero. Moreover,
accedi ng devel opi ng countries, including LDCs, have found it difficult to avai

t hensel ves of the special and differential treatnment provisions of the Agreenent.
Thus a consi derabl e i nbal ance has been created in the basic rights and
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obligations of WIO nmenbers which, given the transitional nature of the Agreenent
on Agriculture, should be corrected in the upcom ng agricultural negotiations.

[11. CONCLUSI ON

52. The key questions for devel oping countries in the upcom ng negoti ations
on agriculture are summari zed bel ow.

A.  Market Access
Tariff reductions and tariff profile:

e \Wich approach to reducing agricultural tariffs would be nost favourable to
exports from devel oping countries, in view of the persistence of tariff peaks
and escalation in the markets of devel oped countries?

e \What type of special and differential treatnment would effectively support the
tariff reductions of devel oping countries? How should they be fornul ated?

e \What measures woul d reduce the conmplexity of the structure of agricultura
tariffs (e.g. non-ad valoremrates and the nultiple classification of tariff
lines) of many devel oped countries?

Mar ket access opportunities (tariff rate quotas):

e Should tariff rate quotas have a built-in phase-out period simlar to the one
used in the phase-out of the Milti-Fibre Agreenment (i.e. should the quota
gquantity gradually be increased until the in-quota rate applies to all the
i mports)?

e« Could in-quota tariff rates be reduced or elimnated to inprove the
effecti veness of market access opportunities? Should there be a ceiling on
in-quota tariff rates?

e Should non-performng tariff quotas (i.e. quotas which are not filled due to
a | ack of donestic demand) be elimnated and the in-quota tariff be the only
applicable rate?

e Wiat guidelines on the adm nistration of tariff rate quotas woul d reduce the
i nci dence of quota under-fill?

« Wiat rules could inprove the sub-allocation of broadly-defined tariff quotas
to specific products?

e Should all market access opportunities be conducted on a nost-favoured-nation
basis (i.e. should the current access opportunities be opened to other
suppliers)? Has the preferential allocation of tariff rate quotas to trade
agreenent partners been beneficial to devel oping countries?

e \What can be done to give concrete expression to the commtment in the
preanmbl e of the Agreenment on Agricul ture whereby devel oped-country nenbers,
in inplenmenting their conmtnments on market access, should provide for a
greater inprovenent of opportunities and terms of access for agricultura
products of particular interest to devel oping countries?

Speci al saf eguards and ot her neasures:

e Should the special safeguard be extended into the next agricultural reform
process? Could the right to use such neasures be extended to devel oping
countries who do not have access to them for a selected and |limted nunber
of basic food commodities?
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B. Domestic support

VWhat is the best way to achieve further reductions in donestic support?
Shoul d reduction commtments be product-specific? How should technica
probl ens associated with the cal cul ation of the AMS (e.g. the treatnment of
"negative" AMS, the definition of "excessive" inflation and the choice of
exchange rate basis) be sol ved?

Shoul d devel oping countries which nmade no AMS reduction commitnents be
allowed to recalculate their AMS for the next period? |If not, could the de
mnims limt for those devel oping countries be raised to a higher |evel
and, if so, under what circunstances?

What types of special and differential treatnment in the area of donestic
support are needed to support the agricultural devel opment and food security
of devel oping countries?

Shoul d the Bl ue-Box neasures (apparently now relevant for only three nenbers,
t he European Comunities, Norway and Sl ovakia) be allowed to continue?

I n what way should the Green Box criteria be nodified in order to incorporate
needs and conditions specific to developing countries in agricultura
devel opnent ?

How should "multifunctionality” non-trade concerns be dealt with?

C. Export subsidies

Shoul d export subsidies be elimnated through a conmpl ete phase-out within an
agreed period of time?

If export subsidies are to be allowed, what approach should be adopted to
reduce their level substantially? Wat types of anti-circunvention neasures
shoul d be established?

How can the negotiations on export credits and export credit guarantees be
re-activated? \Wiich issues should devel oping countries pursue, both as
i nporters and exporters?

D. Horizontal and other issues

Wi ch aspects of special and differential treatnent for devel oping countries
requi re adaptation to respond nore effectively to their special needs?
Should a nmechanism to nmonitor and evaluate the inplenentation and
effectiveness of special and differential treatment be introduced?

What concrete nmeasures could be adopted to inplenment the M nisterial Decision
on Measures concerni ng the Possi ble Negative Effects of the Reform Programe
on Least - Devel oped and Net Food-Inporting Devel opi ng countries?

What neasures in favour of LDCs and net food-inporting devel oping countries
shoul d acconpany the further reduction (or elimnation) of export subsidies,
and the disciplines on export credits?

What is the inmpact of State trading enterprises on the agricultural trade of
devel opi ng countries, and what rules, if any, should be established to
discipline their activities in relations to the admnistration of tariff rate
guot as, donestic support and export subsidies?

What has been the inpact of the activities of |arge private-sector trading
conpani es on the agricultural trade of devel oping countries? Has there been
an abuse of market power that warrants conpetition rules in the agricultura
sector?
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e How shoul d the |inkage between environnental protection and agriculture (or
rat her the sustai nabl e devel opnent of agriculture) be addressed?

e Should the peace clause (article 13 of the Agreenent on Agriculture, entitled
"Due Restraint") be extended beyond the year 2003?
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matters relating to biotechnol ogy (hornones), testing and inspection practices,
TRIPS, and issues relating to national treatnent.

15. The study analyses in the post-Uruguay Round tariff structures of Brazil
Canada, China, EU, Republic of Korea, Japan, Ml aysia and USA. See The Post
Uruguay Round Tariff Environnent for devel oping country Export: UNCTAD/ WO Joi nt
Study (TD/ B/ COM 1/14), 1997.

16. See: Lindland, J., "The Inpact of the Uruguay Round on Tariff Escalation in
Agricul tural Products", ESCP, FAOQ, 1997. It should be also noted that a negative
tariff wedge could lead to a positive tariff escalation in terms of the effective
rate of protection (ERP), which takes into account the val ue-added to donestic
producers of the products concerned.

17. Non-ad-valoremtariffs include specific tariffs which are a fixed nonetary
anmount per physical unit of the inported product (e.g $20 per kil ogram, conpound
rates (a conbination of ad-val orem and specific tariffs) and m xed rates (ad-
valoremrate or specific rate, whichever is higher).

18. About 70 per cent of the total nunber of tariff quotas (1,366) applicable
under the current AoOA cover the follow ng products: fruits and vegetables (25.6
per cent of the total), meat products (18.2 per cent), cereals (15.7 per cent)and
dairy products (13.4 per cent). N ne OECD countries account for about 38 per
cent of the total nunber of the tariff quotas.

19. Distinctions between mnimum and current access opportunities are not made
in nost Menmber’s Schedul e of Commitnents.

20. For instance, inport |licences may be all ocated to producer organizations or
state trading enterprises (STEs), which may be influenced by the governnent’s
policy on donestic market control. Conditions, such as concurrent purchase of
domestic products may be attached to the |licence for in-quota imnports.

21. The 38 countries are those menbers who "tariffied" their NTMs. Note that
about sixty devel oping countries plus 22 LDCs which chose the ceiling-binding
approach are not now eligible to use the SSG

22. Based on the notifications submtted to the Cormittee on Agriculture in 1995-
97, price-based SSG were invoked by: EU (frozen bonel ess cut of fow s, bonel ess
cuts of turkey, uncooked poultry preparation other than turkey, sugar and
mol asses); Japan (certain starches, m |k powder, whey, adzuki beans); Republic
of Korea (buckwheat, wheat starch, sweet potato starch and groundnuts); Pol and
(certain cut flowers, white sugar); and the United States (sweetened m | k powder,
butter, certain cheese, shelled peanuts, sugar, cocoa powder, dough, coffee
preparations and m | k-based drinks). Vol une-based SSGs were invoked by: EU
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(tomat oes, cucunbers, oranges including clementines and mandarins, |enons, apples
and pears); Japan (raw silk, live swine and pigneat, evaporated m Ik, inulin,
m |k and cream butter m1Kk); Poland (prepared or preserved tomatoes); and Sl ovak
Republic (ice crean). (Ronania also took an SSG action in 1997, but the detailed
i nformati on was not available at the time of preparing this docunent).

23. O the 28 WO nenbers who reported base-period export subsidi es and undert ook
reduction commtments, 8 were devel opi ng countries. Developed countries are the
overwhel m ng providers of export subsidies. For exanple, their aggregate vol unme
of base- period subsidized exports as a percentage of world exports in 1992 was
40 per cent for wheat, 18 per cent for coarse grains, 52 per cent for butter, 16
per cent for pig neat, 14 per cent for beef and 20 per cent for sugar. See
UNCTAD, TD/ B/ WG 8/ 2/ Add. 1, July 1995.

24. Countries which did not indicate the use of export subsidies in the base
period are prohibited fromusing them

25. Analysis by the FAO indicates that the above-trend increase in the world
price of cereals and nmeat in 1995-1997, with the consequent rise in the cerea
inmport bills of LDCs and NFIDCs, was due in part to the inplenentation of the
AoA, particularly inplenmented reductions in export subsidies and donestic
support. See: FAO Assessnment of the Inport of the Uruguay Round on Agri cul tural
Mar kets, CCP 99/12, Cctober 1998.

26. These include Brazil, Colonbia, Costa Rica, Mexico, Mrocco, Rep. of Korea,
South Africa, Thailand, Tunisia and Venezuel a.

27. See, P. Konandreas and J. Greenfield, "Uruguay Round comm tments on donestic
support: their inplications for devel oping countries”, Food Policy, vol.21, No.
4/ 5 Sept ember/ Novenber 1996.

28. Price support conponent of the AMS for each year is calculated as the
di fference between the applied admnistered price and the nomnally fixed
external reference price (ERP) in donmestic currency (average 1986-88). Thus, a
country will face a reduction of its AMS in real terns if it has experienced
substantial inflation since the base-period. VWile the AoA provides that
"excessive" inflation should receive due consideration in the inplenmentation of
domestic support commtnments (Articles 18.4), it does not specify what rate of
inflation is regarded as excessive, nor whether and how the initial comm tnent
may be revised due to excessive inflation. Another problemis that a product-
specific AMS may be negative should the adm nistered price fall below the fixed
ERP. The question is whether such a figure should be subtracted fromthe current
total ANMS. Some devel oping countries have argued that since the AMS is by
definition the sumof all subsidies and taxes, and a negative AMS is an inmplicit
tax on farmers, it should be included in the calculation of the total AMS.
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29. Green Box neasures include: general services (research, pest and disease

control, training services, inspection services, marketing and pronotion
servi ces, and infrastructural services); public stockholding for food security
pur poses; donestic food aid; decoupled income support; incone insurance and

i ncone safety-net programres; paynments for relief from natural disasters;
structural adjustnment assistance; paynments under environnental programres; and
paynents under regional assistance programmes. In addition, as an expression of
special and differential treatnent, developing countries are exenpted fromthe
reduction commtments regarding: (i) investnment subsidies generally available to
agriculture; (ii) input subsidies to |owincone or resource-poor producers; and
(iii) support to encourage diversification fromillicit narcotic production

30. Food security is often a direct objective of the agricultural activity,
rather than an externality. As regards the devel opnental concern, agriculture
plays a significantly role in the economic growh of developing countries,
especially LDCs where the agricultural sector enploys nmore than half of the
| abor force and nakes the |argest contribution to GDP. See for exanple the
speci al feature on African devel opment which describes major |inkages between
agricultural devel opment and overall economc growh in Africa in UNCTAD s Trade
and Devel opment Report, 1998.

31. The S&D provisions in the AoA include: (i) time-limt derogations (devel oping
countries have flexibility to inplement their commtnments over a period of 10
years, instead of 6 years for devel oped countries, and LDCs are exenpted from
maki ng reduction commtnments in all areas of the AoA, (ii) favorable thresholds
for reduction commtnents (the reduction conm tnents of devel opi ng countries are
one third | ess those of devel oped countries); (iii) higher "de minims" limt in
the domestic support reduction commitnents; and (iv) flexibility in obligation
and procedures.

32. See "Statenment by the Representative of UNCTAD' to the 17th neeting of WO
Conmittee on agriculture, 17-18 Novenmber 1998 (G AG GEN 31).

33. Such precautionary actions include several countries’ restrictions against
i nports of beef and products thereof with perceived BSE risks and the EU s ban
on hormone-treated nmeat. For further discussion of issues relating to the use
of precautionary neasures, See D. Roberts, "Inplenentation of the WIO Agreenent
on the Application of Sanitary and Phytosanitary Measures: The First Two Years",
International Agricultural Trade Research Consortium Worki ng Paper #98-4, 1998.

34. Wth a view to enhancing transparency, the WO W rking Party on STEs,
establish in accordance with para.5 of the understanding on the Interpretation
of Article XVIl of the GATT 1994, has been collecting information on the
activities of STEs and their relationships with governnents.

35. About 13 devel oping countries, including 5 LDCs are currently in the process
of accession to the WO



