EC - US Joint Text
Agriculture

13 August 2003

 [Preliminary comments by Jacques Berthelot, Solidarité (berthelot@ensat.fr)(]

14/08/2003

[This text does not change basically the unfair AoA rules, unfair not only to developing countries (DCs)' farmers but also to farmers and civil societies in the North. Not only because the text remains very vague, without any figure, but more fundamentally because it promotes agricultural policies more and more enslaved to the profits of agri-food corporations. 
A fortiori the proposals do not question the fundamental flaws and inconsistencies of the AoA methodology of computing supports and the enormous cheating made year after year by the couple of accomplices in their notifications. Indeed their proposals of further reductions in import protection and domestic supports can only be implemented through a continuous massive cheating and cosmetic reshuffling of their subsidies in the various boxes. 

Time is up for DCs to unmask collectively in Cancun that hypocrisy but also to cease falling right into the trap of putting first their demand of increased market access to the North instead of defending their own domestic markets from the legal dumping perpetrated by the North.]    

Members reconfirm the objectives as established in paragraphs 13 and 14 of the Doha declaration, including the objective to establish a fair and market-oriented system through fundamental reform in agriculture.  Members recognize that reforms in all areas of the negotiations are inter-related, that special and differential treatment for developing countries will be an integral part of the negotiations, and that non-trade concerns should be taken into account.

Ministers agree to intensify work to translate the Doha objectives into reform modalities, including by adopting the following approaches for reduction commitments and related disciplines on key outstanding issues on market access, domestic support and export competition.

1. The Doha declaration calls for "substantial reductions in trade-distorting domestic support". 
[the more trade-distorting subsidies are not those defined as such by the WTO (here by the EU and US) but on the contrary those which are authorised as being supposedly non trade-distorting!]
 All developed countries shall achieve reductions in trade distorting support 
[i.e. in coupled supports of the amber box, those linked to the current level of production or prices, and grouped together in the AMS (aggregate measurement of support)] 
significantly larger than in the Uruguay Round
[which was a 20% reduction of the AMS in relation to its level in the 1986-88 base period]
, that will result in Members having the higher trade distorting subsidies making greater efforts.

[Why the decoupled domestic agricultural subsidies are even more distortive than the coupled ones:

1- Because of a tight budget, DCs give priority to coupled supports which have a more direct effect on production and prices than the decoupled ones. Indeed, DCs need to increase their agricultural production whereas the EU and many other developed countries are generally striving to reduce it, the AoA rules having been designed           mainly with that aim.

2 - Coupled supports are often used to maintain domestic prices above world prices (e.g. the EU’s intervention price) and are compatible with self-sufficiency without exports, but blue or green supports allow to lower domestic prices below production costs, with a dumping effect for exported products.

3- Blue and green supports are even more distortive than explicit export refunds, more transparent for importers and which allow anti-dumping measures when they exceed their ceiling, whereas decoupled subsidies can increase without limits and are much more difficult to identify.

4- The decoupled nature of a subsidy is quite relative, being function of the use to which the subsidized product is intended. If EU's direct payments to COP (cereals, oilseeds, pulses) are as such decoupled (blue box), thus non actionable before 2004, subsidies on inputs are coupled according to article 6.2 of the AoA for developed        countries and to article 1(ii) of the annex 2 for subsidies to marketing and agri-food industries. Now, the largest part of the COP being used as feedstuffs (108 Mt of cereals, 12.6 Mt of bran and 18.3 Mt of oilseeds cakes and pulses in 1999-00), direct payments for COP should have been notified as coupled subsidies of the amber box, and reduced accordingly. 

5- The conversion of those direct payments for COP in a single farm payment decoupled from the production of COP by the CAP reform of 26 June 2003 will not change anything to its remaining an           input subsidy for the benefiting farmers who will continue to grow COP.

6- Several new in-depth legal analyses (notably Didier Chambovey,  "How the Expiry of the Peace Clause Might Alter Disciplines on Agricultural Subsidies in the WTO Framework", Journal of World Trade 36(2): 305–352, 2002) show that even green box's subsidies will be much easily actionable at the WTO in 2004 (after the expiry of the 'peace clause'), which will reinforce the more and more open and well argued criticisms of the majority of WTO's Members.

7- Therefore the desperate fight of the European Commission to shield the CAP's direct payments in the green box is already lost and the new reform is already outdated before being implemented. 
8- When Franz Fishler said that "Today's decision will give Europe a strong hand in the negotiations on the Doha Development Agenda. The EU has done its homework, now it's up to others to move to make the WTO trade talks a success. But let there be no mistake. At the Cancún Ministerial Meeting, the EU will be ready to use its increased negotiating capital only if we get something in exchange…Unilateral disarmament is not on", he announces clearly that the EU will go beyond its already disastrous proposals for the CAP's future made at the WTO (reduction of tariffs by 36% and of coupled domestic supports by 55% - increased at 60% by Pascal Lamy the 30 July 2003 –, besides the welcome proposal for the rest of the world to reduce export refunds by 45%), if the majority of WTO's Members (i.e. of DCs) agree to enlarge the Doha Round to the  'Singapour issues' much called for by the EU (investments, transparency in public            procurement, competition, trade facilitation). The CAP (Common Agricultural Policy) is dead, long life to the CAP (Common Agri-industries Policy)! No wonder that the Confederation of the Food and Drink Industries of the EU is the only EU professional organisation to welcome the reform.] 

Reductions shall take place under the following parameters:

1.1.
Reduce the most trade-distorting domestic support measures in the range of []% -

[the EU has offered in January 2003 to reduce them by 55%, Pascal Lamy having even raised this figure at 60% the 30 July 2003 at the Montreal's mini-ministerial. Tassos Haniotis, of Fischler's cabinet, said the 18 July 2003 that, after the new CAP reform, EU's blue box spending will drop from $36 billion to $10 billion – which assumes that the 15 Member States will fully decouple most of their direct payments, which is less than sure, given their detrimental effects (see my paper The impact of the CAP's reform inside the EU and on developing countries) – while amber box spending would drop from the $43 billion notified in 1999 (the figure notified at the WTO for 1999-00 was €47.9 billion) to between $20 billion and $30 billion, knowing that the AoA allows the EU to spend up to $69 billion in amber box support (which means that the AMS would drop between 56.5% to 71.0% and explains the 60% reduction proposed by Pascal Lamy). But those assertions could only be achieved if the continuous EU massive cheating in its amber box notifications are not at last challenged: as said above, most direct payments on COP, which amounted to €14.6 billion in 1999 and €15.5 billion in 2001, should have been notified in the amber box since most COP are input subsidies (feedstuffs). Besides, the EU notifies in the green box many other subsidies which should have been put in the amber box, such as: 

1) Subsidies on farm investments (according to article 6.2 of the AoA) and agri-food industries' investments and marketing (according to article 4 of annex 4 and article 13 of annex 3), for an amount of €2.3 billion in 1999-00 after €5.4 billion in 1998-99 as about the same for the years 1995-96 to 1997-98). 
2) Neither the EU nor the US notify tax rebates on agricultural fuel, not even in their green box, although they have reached $2.385 billion a year in the US according to OECD, and 403 million ecus for Germany alone in the EU in 1997 (they are also available in Austria, Denmark, France, Greece, Italy, Netherlands, Portugal and Spain).
3) The US has notified only $119.5 million in 1997 in support to agricultural insurance but the USDA budget shows an actual support of more than $1 billion. For 1998 they have notified $747 million but actual expenses have reached $1.368 billion. For 1999 if has notified $1.514 billion but actual subsidies have been between €1.731 billion (actual outlays) and €1.977 (actual program level) (http://www.usda.gov/agency/obpa/Budget-Summary/2001/text.htm#fund). For 2001 the actual subsidies have reached $2.8 billion and the foreseen budget for 2004 reaches $3.4 billion. Furthermore this support should have been notified in the product-specific AMS since most insurance policies are crop specific. As for the EU, the 102 million ecus notified on this item falls short of its actual support, given its importance in Spain and Italy particularly.
4) The EU does not notify any support to irrigation, which is however very significant in Spain and Italy, and accounted for 61 million ecus in France in 1997.

5) The EU has notified 312.5 million ecus in support on interest rates for 1998 whereas it has actually reached 360 million ecus in France alone.
All those cheatings are implicitly recognised by OECD when it says that "multiple forms of subsidies on inputs, which are a priori generating strong distortions, have been exempted from AMS commitments (case of the United-States, Hungary and the European Union" (OECD, L'Accord sur l'agriculture du cycle d'Uruguay. Une évaluation de sa mise en œuvre dans les pays de l'OCDE, 2001, p. 69), even if it would have been less ambiguous to write 'notifications' instead of commitments.
1.2.
Members may have recourse to less trade distorting domestic support under the following conditions:

(i)
for direct payments if.

- such payments are based on fixed areas and yields; or

- such payments are made on 85% or less of the base level of production 
[which would allow the US to put their countercyclical payments, granted only on 85% of the base period acreage, in the blue box since article 6.5.(a) of the AoA states that "Direct payments under production-limiting programmes shall not be subject to the commitment to reduce domestic support if : (i) such payments are based on fixed area and yields; or (ii) such payments are made on 85 per cent or less of the base level of production", implying that the counter-cyclical payments could be put in the blue box on both conditions i) and ii), at least on condition ii) because the updating of acreage and yield renders i) more questionable]
; or

- livestock payments are made on a fixed number of head.

(ii)
support under 1.2.(i) shall not exceed 5% of the total value of agriculture production by the end of the implementation period 

[5% of the agricultural production was also the ceiling of the de minimis exemption, i.e. $9.237 billion in the US in 1999 ($10 billion for the US in 2002 and €12.3 billion for the EU].

(iii)
the sum of allowed support under the AMS, support under 1.2.(i) and de minimis shall be reduced so that it is significantly less than the sum of de minimis, payments under Article 6.5, and the final bound AMS level, in 2004.

[this paragraph seems redundant and useless since support under 1.2.(i) is exactly the same as payments under Article 6.5 (which states: "(a) Direct payments under production-limiting programmes shall not be subject to the commitment to reduce domestic support if : (i) such payments are based on fixed area and yields; or (ii) such payments are made on 85 per cent or less of the base level of production; or (iii) livestock payments are made on a fixed number of head. (b) The exemption from the reduction commitment for direct payments meeting the above criteria shall be reflected by the exclusion of the value of those direct payments in a Member's calculation of its Current Total AMS.")
1.3. reduce de minimis by []%. 

[The EU had proposed to suppress the de minimis provision for developed countries since the US has abused of the non-specific AMS to limit its total AMS, the US being of course reluctant to even reduce it. The Harbinson draft proposed to reduce it by half (at 2.5% of agricultural production then) for developed countries but to maintain it at 10% for developing countries.

The US's total AMS has already reached $16.9 billion in 1999 (consisting of its specific AMS alone since its non-product-specific AMS has remained under the de minimis ceiling of 5% of total agricultural production and was consequently not taken into account) whereas its ceiling, from 2000 on, is only $19.1 billion. In fact the US AMS has already been exceeded in 1999 because the US has cheated by putting in the non-product-specific AMS many items which should have been put in its specific AMS. Indeed the US has put as many subsidies as it could ($4.584 billion in 1998 and $7.405 billion in 1999, i.e. 80.2% of the de minimis ceiling in 1999) in its non-product-specific AMS (in French "autre que par produit"), in order to escape reductions as long as they remain within its de minimis ceiling ($ 9.544 billion in 1998 and $9.237 billion in 1999), and this by mixing-up decoupled and non-product-specific subsidies. It has done it for the "market loss assistance payments" (MLA) ($2.8 billion in 1998 and $5.5 billion in 1999) even though article 1 of annexe 3 of the AoA makes clear that the "non-product-specific" support is that "provided in favour of agricultural producers in general". USDA justifies it by saying that MLA were not linked to the production of a specific product, which is an argument of decoupling, unable to identify which sector of the AMS to charge them. In that case, they are obvious payments to a specific group of products – grains – and not to "agricultural producers in general" (Geboye Desta M., The law of international trade in agricultural products. From GATT 1947 to the WTO Agreement on Agriculture, 2002). The US claims to charge also the new contra-cyclical payments available since the 2002 Farm Bill – which are but the institutionalisation of MLA – to the non-product-specific AMS on the ground that farmers will get them even if they do not produce anything, which is even more clearly an argument of decoupling, irrelevant to the AMS methodology. Therefore a transfer of those subsidies to the product specific AMS would mean that the US has already largely exceeded its total AMS in 1999. This would be even more obvious in 2000 since direct payments to farmers have increased significantly from 1999 to 2000. Anyway, even if the US were not compelled to adjust its imputation after a complaint at the WTO by other Members, the preceeding  figures show that the possibility to agree on a reduction of the de minimis exemption rate was already limited to 19.8% in 1999. 

Another broader point should be made here: it is completely against the WTO rules that the EU and the US are three to four years late in their subsidies' notifications, since the rules stated in 1995 had fixed a delay of six months after the end of the corresponding year ! If the delay had been respected, the US and even the EU would have already largely exceeded their AMS and would have consequently been obliged to change their agricultural policies or the AoA. ]
2.
The Doha declaration calls for "substantial improvements in market access." Negotiations should therefore provide increased access opportunities for all and in particular for the developing countries most in need and take account of the importance of existing and future preferential access for developing countries.


To achieve this, commitments shall be based on the following parameters:

2.1.
The formula applicable for tariff reduction shall be a blended formula under which each element will contribute to substantial improvement in market access.  The formula shall be as follows:

(i) []% of tariff lines subject to a []% average tariff cut 
[the EU had proposed the same 36% reduction as in the AoA whereas the Harbinson draft proposed that it should be between 40% (for tariffs lower than 15%) and 60% (for tariffs higher than 90%) in developed countries] 
and a minimum of []% 
[the EU proposed 15%, as in the AoA, and the Harbinson draft between 25% and 45% for developed countries]
; for these import sensitive tariff lines market access increase will result from a combination of tariff cuts and TRQS 
[i.e. tariff rate quotas, i.e. a tariff rate of around 33% of the normal tariff rate within limited quantities: they were used in the AoA to guarantee the minimum access of 5% of domestic consumption at this low tariff rate].

(ii)
of tariff lines subject to a Swiss formula coefficient []
[the Swiss formula implies higher rates of reduction on the higher tariff rates]
(iii) 
[]% of tariff lines shall be duty-free.

2.2
For the tariff lines that exceed a maximum of [] % Members shall either reduce them to that maximum, or ensure effective additional market access through a request:offer process that could include TRQS.

2.3.
The use of the special agricultural safeguard (SSG) remains under negotiation.

[the EU demanded to maintain it whereas the Harbinson draft proposed to suppress it for developed countries] 
[A general comment on the US and EU positions on market access: both Members are clearly committed to reduce tariffs on agricultural products since there so-called 'agricultural policies' are indeed more and more clearly pure 'agri-food industries policies'. Let us quote extensively Pascal Lamy in a seminar organised the 19 June 2003 by the CIAA (Confederation of the Food and Drink Industries of the EU, www.ciaa.be): "The agri-food industry has the privilege to benefit from the cares of three Commissioners… Franz Fischler on behalf of agriculture… Erkki Liikanen on behalf of industry… And myself on behalf of my overall responsibility on international trade issues… We know where us, as negotiators, have to go or where we cannot go… Regarding market access…the agri-food sector is one of our standard bearer at the export level. Like you, I think that the WTO's negotiations should allow our products to benefit from the reduction in tariffs. As a matter of fact, I hope to get your suggestions, when we will come up to identifying the priorities in that area… I am sensible to the argument that the result shall… allow the European industry to go on producing added value… But there are other means to create value. The second… is foreign investment… It is a process which will certainly gain momentum, owing to bilateral agreements that we can conclude with one or the other country… The third manner is… to be able to buy raw materials at competitive prices, possibly close to the world market prices. The solution is to import raw materials and transform them in high value added products... But there is of course a fourth manner, it is quite simply to buy on the domestic market at competitive prices. This consequently raises the question of domestic prices and of the necessary reforms to reduce them…Owing to the successive reforms of the CAP, domestic prices, particularly of raw materials such as wheat, have become very competitive. The achievements of the processing industry show it clearly. We must go on in that direction".
2.4.
A special agricultural safeguard (SSM) shall be established for use by developing countries as regards import-sensitive tariff lines.

2.5. All developed countries will seek to provide duty-free access for at least [] % of imports from developing countries through a combination of MFN and preferential access. 
[apart from its 'Everything but arms' decision of 2001 for all agri-food LDCs' exports, the EU has proposed a duty-free access for 50% of DCs' exports, which is already reached in the EU when we add imports of tropical products to feedstuffs (mainly from South America)]
2.6. Having regard to their development and food security needs, developing countries
shall benefit from special and differential treatment, including lower tariff reductions and longer implementation periods. 

[this was already the case in the AoA (10 years instead of 6 and rates of reduction of 2/3 of developed countries rates: 24% for tariffs and export subsidies and 13.3% for coupled domestic support). If we except those provisions, the SDT has clearly been working the other way round, in favour of developed countries. OECD-24 countries, which account for 15% of the world population in 2000, give more than 90% of all export subsidies and domestic subsidies whereas their average applied tariff on main agricultural products (cereals, meats, dairy products) is more than twice that of developing countries: 45% against 20% (Merlinda Ingco, Leveraging Trade, Global Market Integration, and the WTO for Rural Development, The World Bank, 2001). If Franz Fischler is proud to say that the applied weighted average level of import protection in the EU was only 10.5% for all agri-food products from all countries in 2000 (Jacques Gallezot, L’accès effectif au marché agricole de l’UE, INRA, 24-07-2003), this is meaningless since the applied rates (outside tariff rate quotas) of the basic foods (cereals, sugar, meats, dairy products) are high enough to prevent imports so that they do not even enter into the average. To be meaningful the average tariff should be weighted according to the shares of the main agri-food products consumed in a country, not according to the shares of the products actually imported.
Besides the S&D provisions are clearly working for OECD countries since they can increase much more their domestic support, with its double correlative effect of increasing their import protection and their implicit dumping.
Even if most developing countries have not the budgetary means to exhaust their de minimis credit which is the ceiling of their amber supports, OECD countries may grant up to 80% of their much higher coupled supports of the base period (1986-88). Besides, the reshuffling of those supports has allowed them to avoid any reduction. Thus the base period AMS of the EU ($80.7 billion) and the US ($23.9 billion) included supports which, in the implementation period, have been placed either in the green box (the US AMTA payments, replacing in 1996 the coupled target price's deficiency payments) or in the blue box (the EU's direct payments, replacing in 1993 the previous market price supports) so that the current total AMS for 1995-96 was already lower than the 20% reduction commitment for the whole 6 years reduction period: $64.4 billion for the EU (i.e. -20.2%) and $6.2 billion for the US (i.e. -75%).

The AoA does not admit any negative AMS, even if it would be very often negative in DCs, given the heavy export taxes weighing on their farmers, on the flimsy argument that they are border supports (the AMS being considered as a pure domestic support) and because export taxes are severely condemned by the WTO on the ground that they reduce output and increase world prices. At the same time, article 4 of Annex 3 states that "Specific agricultural levies or fees paid by producers shall be deducted from the AMS", because these levies are considered negative domestic supports. Thus the fees paid by the EU beet producers and sugar factories are deducted from the EU AMS (460 million ecus in 1997-98), even though those fees are used to subsidise, then dump, the EU sugar exports !

A reverse S&D treatment is even more obvious on food security stocks. According to AoA's article 8 of annex 3, if the AMS – which concerns mainly developed countries - requires to measure the gap between the 1986-88 fixed external reference price and the applied administered price, "budgetary payments made to maintain this gap, such as buying-in or storage costs, shall not be included in the AMS". According to this provision, the EU has not notified its 1.5 billion ecus for buying-in and storage costs in 1998 (and in other years), even though most of those stocks have eventually been dumped on the world market. On the other hand, footnote 5 to article 3 of annex 2 exempts from the amber box "Governmental stockholding programmes for food security purposes in developing countries… including programmes under which stocks of foodstuffs for food security purposes are acquired and released at administered prices, provided that the difference between the acquisition price and the external reference price is accounted for in the AMS". This provision is much harmful to China and India since their enormous food security stocks in wheat and rice have been bought in the last years at prices much higher than world prices.]
3.
The Doha mandate calls for "reductions of, with a view to phasing out, all forms of export subsidies." To achieve this, disciplines shall be established on export subsidies, export credits, export state trading enterprises, and food aid programs. 

[but "all forms of export subsidies" imply as well all domestic supports on exported products, notably the marketing loan rate payments and US and EU direct payments, which are to-day much larger than the explicit export subsidies and much more harmful to DCs since they are not actionable at the WTO for decoupled direct payments or when they remain within the ceiling of the AMS for the loan rate payments.] 

Reduction commitments shall be applied in a parallel manner according to the following parameters:

3.1 

With regard to export subsidies:


- 
Members shall commit to eliminate over a [] year period 

[the Harbinson draft proposed 5 years to reduce them by 50% and a total of 9 years to get rid of them] 

export subsidies for the following products of particular interest to developing countries [...] ; 

[that should imply first sugar and cotton. But here the EU would say that the greatest part of its sugar exports (about 3 million tonnes of C quota exports per year) do not receive any export subsidy since they are exported at the same domestic price paid to sugar beet producers for C quota. But of course, as has been rightly shown by the panel and appellate body rulings against Canada for its double priced milk, farmers can only sell their exported dairy products (or sugar for that matter here) at the below production cost world price because they receive a much higher price for their production sold in the domestic market, price which can cover all their fixed costs so that the exported milk (or sugar) has only to cover variable costs. That is why Brazil and Australia will certainly win their panel against EU sugar exports. As for cotton, the EU can say that its average 230,000 tonnes of exported cotton do not receive any export subsidies since farmers are paid the world price (and cotton is imported duty-free, the EU being the first world importer) but they receive direct payments amounting 2 to 3 times the world price. But the US is of course the main target for unfair cotton exports – notably by Brazil which has introduced a complaint at the WTO in September 2002 and by the West African countries which are awaiting an informal solution in Cancun –, and IATP has estimated that the rate of dumping on cotton exports has reached 57% in 2001.]  

            - for the remaining products, Members shall commit to reduce budgetary and


            quantity allowances for export subsidies.

3.2

With regard to export credits:

            -
Members shall commit to eliminate, over the same period as in 3.1-1" indent 

             the trade distorting element of export credits through disciplines that reduce the

repayment terms to commercial practice ([] months), for the same products in 3.1-1st            indent in a manner that is equivalent in effect;


-  for the remaining products, a reduction effort that is parallel to the reduction in 3.1

 2nd  indent in its equivalent effect for export credits shall be undertaken.

3.3.
Without prejudging the outcome of the negotiations, reductions of, with a view to phasing out, all forms of export subsidies mentioned in 3.1 and 3.2 will occur on a schedule that is parallel in its equivalence of effect on export subsidies and export credits.

3.4.
Disciplines shall be agreed in order to prevent commercial displacement through food aid operations.

3.5.
Disciplines, including ending single desk export privileges, prohibition of special financing privileges, and disciplines on pricing practices shall be established for export state trading enterprises. 

[why only state trading enterprises? Private monopolies are more harmful since there is no social (government) control over their activities. The Canadian experience of state trading monopolies is rather positive, notably for dairy products since the Canadian milk producers receive a much higher share of the retail price of dairy products than in the US or Argentina although this retail price is lower than in those two countries. (Léo Bertoia et al. 2002)] 
4.
As far as S&D treatment for developing countries is concerned, the rules and disciplines will need to be adjusted for significant net food exporting countries. 
5.
Issues of interest but not agreed: Peace clause, non-trade concerns, implementation period, sectoral initiatives, continuation clause, Gls, and other detailed rules.

Additional broader comments, beyond the EU-US position:

There are broader fundamental flaws in the AoA methodology on the measurement and reduction of supports. 
1) The AMS methodology is quite absurd, as OECD (2001) has underlined it: "the AMS is not linked to the variation of domestic or world prices. If the secular decline of world prices… persists, the actual support will increase but the AMS will not be affected… Likewise, if world prices rise, the actual support will diminish but the AMS will not be modified", which runs counter the AoA's objective to reduce actual domestic support. 
2) But this nonsense goes much further since domestic supports and border supports are substitutes and adding their reduction commitments ends up in double counting (de Gorter, Ingco 2002). Indeed, an administered price linked to public storage can only be maintained - and can maintain the domestic market price - at a level higher than the world price only if an import protection prevents the entrance of foreign products on the domestic market at a lower price. Thus the high prices of US dairy products are not linked to the administered prices - lower than the market prices and therefore not activated - but to the high level of import protection. Nevertheless the dairy products AMS has long remain the main item of the US specific AMS (it is has been superceded by the marketing loan payments since 1999). Besides, the domestic price is simultaneously maintained or raised by export subsidies but also by private storage, set-aside (blue-box), domestic and foreign food aid (green box) and consumption subsidies (not actionable). On the other hand the US specific AMS contain subsidies having the same effect as export subsidies: marketing loan payments (LDP) which, guaranteeing a minimal price for grains, isolate farmers from the slump in world prices, thus increasing it. South American grains producers and African cotton producers are suffering enormously from them.
3) It is more and more obvious that the distinction on the more or less trade-distorting effect of domestic supports according to the boxes in which they are put has no economic justification. Independently of the input nature of most EU's COP (see above), the European Commission claimed unambiguously that "the 1992 reform of the CAP aimed to render cereals grown in the Community more competitive both internally in the Community and on the world market. During the 1980s and early 1990s, home-grown cereals continuously lost market share on the internal market for animal feed to the benefit of imported cereals substitutes" (EU Official Journal C 192 , 08/07/1999 p. 0001 – 0034). The import substitution objective of reducing the domestic price of cereals has been well achieved since the consumption of domestic cereals has increased by 30 million tonnes during the 90s, despite the set aside put in place from 1993 on. At the same time, despite its reduction commitments on export refunds, the magic of decoupled direct payments has allowed the EU to maintain a high level of cereals exports and to reach even a ceiling of 34 million tonnes in 1999. If explicit export subsidies have decreased by 60% from 1992 (2.2 billion ecus) to 1999 (€883 million), total subsidies on the exported cereals have actually increased by 36% when we add the €2.1 billion in direct payments accruing to them. 
4) This decoupling trick rests on an enormous legal swindle: the definition of dumping in article 6.1.a of the GATT 1947 itself, reproduced in AoA's article 9.1.b. Dumping occurs no when a product is exported at a price below its production cost but simply below its domestic price. That explains why and how the CAP has been reformed in 1992, 1999 and June 2003: in reducing by steps the EU farm prices to the world prices' level, the EU could export its agri-food products without export refunds, hence without dumping. Indeed most EU's wheat exports have been made without refunds from July 2001 to June 2002, since the domestic price had fallen to the world price level, around $100 per tonne. If there are two points on which developing countries should pressure to reform the AoA, it is undoubtedly on those unfair linked definitions of dumping and actionable subsidies.
5) During the Uruguay Round, the Negotiating Group on agriculture was quite aware of the profound interrelations and overlaps between border and domestic supports since it has spent almost 3 years (1987-1989) attempting to devise a single indicator encompassing all supports. The European Community was at the forefront of this attempt. At first the Members of the group named this instrument, quite logically… AMS (Aggregate Measurement of Support) and considered using the OECD's PSE (Producer Support Estimate) as such an instrument, even if it is not as comprehensive as the TSE (total support estimate, which includes also the General Services Support Estimate, i.e. the collective subsidies of the green box, which were rapidly considered as non trade distorting). The GATT's secretariat (1988) clearly stressed that "with the use of the price differential methodology…a number of measures are jointly quantified…not only import access measures but also internal stocking arrangements, export assistance programs". However, since "it is indeed possible for a country to reduce its PSE…through reductions in internal prices, research support, domestic production levels, or devaluation…while maintaining or increasing…barriers to imports" and since the first aim of the AoA was to increase market access, i.e. to reduce import protection, the negotiating group opted for the 3 separate instruments we have now (on market access, export subsidies and domestic support), forgetting their overlapping effects. 
6) In fact, paradoxically, import protection is the least protectionist way of supporting farmers in any country, for 8 reasons:

1- For economists, any measure increasing the competitiveness of national products vis-à-vis foreign products is a form of protection. That is why one should banish the use of the word 'protection' in isolation because, when used in the area of trade, it refers almost exclusively to import protection and is then connoted extremely negatively - a fortiori the word protectionism -, being associated to such terms as overcautious withdrawal into oneself, specter, old demon, stench, temptation, hydra, trap, etc. Therefore it is always necessary to say explicitely 'import protection' when we want to use it in this restricted sense.

2- Therefore, as Vandana Shiva puts it, "Free-trade is not anti-protectionism. It is the protectionism of the mighty".

3- Import protection is the only support available to poor countries, which do not have the budgetary means to subsidize significantly their farmers, the more so as they represent the majority of the employed population. 

4- All types of subsidies, even on environmental grounds, reduce production costs and have a dumping effect for exported products.

5- Only rich countries can use subsidies to protect themselves from imports without having to protect themselves at the import level, by compensating the reduction of domestic prices to their world level so that there is no longer an economic interest to import. 

6- It is socially regressive that the poorest citizens are financing (through the VAT) the food of the richest citizens.

7- Furthermore an import protection is the only means to rebuild market-oriented policies (e.g. the CAP), where the bulk of farmers’ income is based on prices, not on subsidies, but on domestic prices and not on highly volatile and dumped world prices, which have no economic meaning.


8- Rebuilding the new AoA on the basic principle of food sovereignty – i.e. of import protection – without dumping would simplify the AoA enormously: so long as the new AoA will states that any country is free to fix the appropriate import protection level on agri-food products, it would be useless to fix rules on domestic supports. Ultimately, even export refunds will not be a problem since every country could avoid their detrimental effect through import protection. However, since many DCs do not have the political ability to increase their import protection because of the pressures made by the IMF and WB, the suppression of all explicit and implicit export subsidies remain a priority. The new AoA should then state that all agri-food products exports are forbidden at prices below their full production costs. This would alleviate considerably the present inability of DCs to use the too much complex and costly anti-dumping procedures or even a special agricultural safeguard proposed by the EU-US couple. 
7) Therefore it is a pity to see that most DCs stick to the position of putting first their demand of increased access to developed coutries'  markets, instead of defending first their own domestic market against the dumping of rich countries, forgetting those basic facts: 

1- DCs have a growing agri-trade deficit.
2- The slump in prices of pure tropical products (coffee, cocoa, palm oil, etc.) has nothing to do with so-called import barriers in the North since they are imported duty-free (at least for raw products) but results from the dismantlement of all supply management measures, notably in the previous regulatory stocks run by the international  Agreements (coffee, cocoa, rubber). The slump in cotton prices is itself much more the consequence of the elimination of all supply management measures in the US since 1996 than of its high subsidies (Daryll Ray, Notice to Mali farmers: Forget subsidy levels. Focus on lack of policies to limit production, APAC, University of Tennessee, 2002).


3- It is why Via Campesina and ROPPA stated in a joint press release of 17 July 2001 that ”in LDCs, the first priority of farmers is to produce for their families, then to seek access to their domestic market, before seeking to export. The EU decision ("Everything But Arms") is only going to strengthen the profit of large companies that use the resources and labour force of LDCs to grow cash crops aimed at the EU market". 
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