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)= INDIAN PERSPECTIVE
AK. Koul*

L. INTRODUCTION

J - Agriculture sector was not subjected to international regulations under
GA’IT 1947. Although there was no specific exclusion under the GATT
Jurisprudence, yet the two major agniculture producers of the world namely,
the EEC and the USA managed to exempt themselves from the jurisdiction
of GATT. Uruguay Round Negotiations (1986-95) culminated into a fortified
and strengthened international rules to cater for a rule based system of
regulating interational trade in almost all sectors including agriculture and
also led to the establishment of WTO and various other international

agreements including the WTO Agreement on Agriculture besides, the GATT
1994 as a new incarnation.

The WTO Agreement on Agriculture (AoA) 1995, essentially centered
on easiest issues leaving complex issues to be negotiated in future under its
Article 20 which catalogued, inter alia, the effects of the reduction
commitments on world trade in agriculture, non-trade concerns. special and
differential treatment of developing country members, and the objective of
establishing a market oriented agriculture trading system and what further
‘commitments are necessary to achieve the long term objectives. The
- preamble of the AoA is equally emphatic that the long-term objective is to
establish a fair and market-oriented trading system. For achieving the
market-oriented trading system in world agriculture a reform process ‘is
ed for negotiating commitments on progressive reductions in agriculture
ection sustained over an agreed period of time, resulting in correcting
ng restrictions and distortions in world agriculture markets’, and

ieve specific binding commitments in each of the following
domestic support; export competition; and to reaching
and phytosanitary issues’. |

- = .

| i J | =

Scanned by CamScanner



)P J‘“lﬂ“"ﬁll U  SNOU
d e xa,at lions of deveiopmg:r"

rade issues, mcludmg food security, and the need to protect thEa

el m onment. Further, the preamble underpinned the need for giving special
and differential treatment (S&D) to developing countries as it is an mtegra"
\gart of negotiations.

To be concise, the three pillars of AoA Agreement are (i) increased
market access for agriculture products, (i) commitments to reduce domestic
subsidies on agriculture production, and (iii) commitments to reduce export
subsidies on agriculture products keeping in view the long-term objectives
of the Agreement in establishing a market-oriented agriculture trading system

as well as balancing the interest of less-developing Members in an equitable
and fair manner.

. The AoA Agreement was drafted essentially to deal with the
protectionist policies of the developed countries which were not allowing
the agriculture sector to sail under free market conditions, rather the
 protectionist policies of the developed countries were conceived either in
Qrm of direct subsidies to farm sector and farmers or indirect ways"‘iﬁ
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n 70% of its population for providing livelihood. It accounts for
uarter of the Gross Domestic Product (GDP). The percentage of rural
ppulation in India is the highest (72 percent in 2000) in the world and has
- notchanged much compared to the situation two decades earlier”.

Agricultural negotiations in WTO are of importance to India as 72%
of its population are dependent for their livelihood on agriculture, the large
majorty of rural population survives on an annual per capita income of US
$175 as compared to the current US$480 national per capita, 70% of the
cultivable land is vulnerable to vagaries of monsoon, etc.

India at the very start of agricultural negotiations in the WTO (2001)
submitted a detailed and comprehensive proposal®. It covered all aspects
of the negotiations and remains one of the longest proposals ever submitted
by any member.

In India, poverty reduction can be achieved better with rural rather
than urban economic growth. It is also true that one percent increase in
agricultural per capita GDP created a 1.61 percent increase in the per capita
income of the poorest 20 percent of the population in 35 representative
countries’. Agriculture growth helps in increasing wages, lowering food
prices, increasing demand for consumer and intermediate services, facilitating
development of agribusinesses, increasing reforms to labour and capital and

TIONAL TRADE REer., 291 (BNA, 1990)
"'lllon 'Martm Why Have Some Indian States Done Better
L, IncomE DISTRIBUTIO
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seCTor is Cru or achieving an
hancing overall economic growth and poverty reduction, i
urity and conserving natural resources. oy o

~ Enhancing agricultural growth in developing coﬁntriesq;

world economy, provided the world markets ar o
he ratio of trade to GDP increased substantia
Europe and Central Asia as well as in Latin America after the WTO coming
into existence, but the growth in this ratio in South Asia including India
Jless. It is therefore, suggested that the developmental framework for

~ agriculture should ensure that economic policies are not biased against
d export, trade policies in developed countries are
ries and public and private investments
lopment and credit are needed for:

integration with the
distorted. Although t

{ primary production an
| not biased against developing count
in infrastructure, technical deve
modemizing production and improving compelitiveness.

1. WTO AGREEMENT ON AGRICULTURE: AN ANALYSIS

A. Three Pillars of the W TO Agreement on Agriculture ,

i
f ‘The Agreement on Agriculture as already said is a modest first step '

towards serious reform of international rules governing trade in agricultural
products. The Agreement is built on three pillars:

(i) increased market access for agricultural products;
(i) commitments to reduce domestic subsidies on agricultural production;
. _-and '

~ commitments to reduce export subsidies on agricultural products.
‘ Ty

 The Preamble to the Agreement conceives long-term objectives of the
bers o establish a fair and market oriented agricultural tradiig
es smﬁ&bs’tantial reductions in p

. R Ui :
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. These commitments as a reform programme are to
n an equitable way among all WTO members taking into account
ncerns, including food security and the need to protect the
t; having regard to the agreement that special and differential
tmen ¢ for developing countries is an integral element of these negotiations
and also to take into account the possible negative effects on the
mq:lementatlon of programme on the least developed and net-food importing
developing countries. The objectives of the Uruguay Round negotiations are
set out in the agricultural sector in the Ministerial Declaration on the Uruguay
Round’ and the long-term objectives of the reform process has been set in
Mid-Term Review of the Uruguay Round.® The Agreement on Agriculture
consists of twenty-one Articles with five Annexes.

B. Market Access

For the fifty years, it is established that the agricultural sector in
interaational trade has been subjected to innumerable non-tariff barriers which
have taken various shapes and forms such as quotas, variable import levies
and voluntary import and export restraints. To remedy this situation, the
Agreement on Agriculture requires:

1. aguaranteed minimum access level for all agricultural products;

2. the ‘tariffication’ of non-tariff barriers into tariff equivalents; and

3 the use of tariff-rate quotas to ensure that the market access
- commitments are honoured.”

'WTO members in the Agreement on Agriculture have agreed to
| s opportunities for products which are not significant imports
ber countries. Access is based on three percent of domestic
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i The Tan:ﬂ‘ication Process

 The tariffication process although is an important step for liberalisatign
of agricultural trade in future WTO negotiation, yet it is far from satisfactory
solution. Guidelines for the calculation of tariff equivalents are contained jp
Annex 5 of the Agreement.® The tariff equivalent is generally the difference
between the internal and external price for the product, expressed as an
advalorem or specific duty rate. The external price is the average f.0.b,
unit value price set by major exporters of the product, adjusted by adding
insurance and freight costs.'' The internal price is the prevailing wholesale
price in the domestic market.'* Article 4 of the Agreement on Agriculture
prohibits members from maintaining, resorting to or reverting to non-tariff
measures, old or new in order to eliminate the adverse effect that non-taniff
barriers have had on agricultural trade. The process of tariffication requires
members of the WTO to convert existing non-tariff measures into ordinary
customs duties and to find them. Non-tariff measures identified in the
Agreement include minimum import prices, quantitative import restrictions,
discretionary import licensing, non-tariff measures maintained through state
trading enterprises, voluntary export restraints; and similar border measures
other than ordinary customs duties regardless of whether those measures
were grandfathered under GATT 1947, maintained under GATT 1994
‘waivers, or listed in a country’s Protocol of Accession to GATT 1994."

The tanfﬁcaﬂon of the WTO Agreement on Agnculture replaces on-
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members. A WTO member will assess duties on agriculture imports that
are in excess of the minimum or current access level commitments for the
imported product. For example, assume that during 1996-1998, a WTO
member limited imports of butter to 10,000 tons, (subject to a tariff of four
per cent advalorem) with the result that the WTO member’s domestic
market price for butter was 75 per cent above the world market price.
Under tariffication, that WTO member might establish a taniff-rate quota
for butter with an in-quota quantity of 10,000 tons and in-quota tariff-rate

of four percent advalorem and apply an over-quota tariff of 75 per cent
advalorem.

(ii) Tariff reduction

Under the WTO Agreement on Agriculture, the developed countries
are required to reduce agricultural tariffs by an average of thirty six percent
on a simple average basis over a six year period ending in 2000. In the
case of developing countries the average reduction is twenty four per cent
over a ten year period ending in 2004. The lower in-quota duty rates
generally will not be reduced. All customs duty rates are to be bound, with
developing countries establishing ceiling bindings where no bindings existed
before the Uruguay Round. Least developed countries commit to tariff
bindings on agricultural products, but are not required to make any further
commitments to reduce tariffs. :

n addition to the average tariff reductions, a minimum fifteen per cent
ductions must be made for each tanff line (ten per cent in the case
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C. Commitments on Domestic Subsidies

Article 7 of the Agreement on Agriculture read with Anne
Agreement comes to grips on the trade distorting aspects of do
subsidies in the agricultural sector. The Agreement categorises dom
subsidies by placing them in three boxes: an exempt green box (permi;
and non-countervailable); an excluded blue box (permissible, counteryaj
if they cause injury, but not subject to reduction commitments); or an ambey
box (permissible but countervailing if they cause injury, and subject:‘m‘

- reduction commitments). There is no prohibited or red-box category for
domestic subsidies. Article 3.2 of the Agreement imposes a standstill o
the use of domestic subsidies; subject to the provisions of Article 6, 2.
member shall not provide support in favour of domestic producers in excess
of commitment levels specified in Section I of Part IV of the Schedule,
Further having frozen the use of domestic subsidies, members agree in
Article 6 of the Agreement to reduce their domestic subsidies in accordance
with Part IV of the member’s Schedule submitted at the conclusion of the
Uruguay Round. For developed countries, that commitment is a reduction
of the remaining non-exempt domestic subsidies by twenty percent from -
levels existing during 1986-88 base period in six equal annual installments.

Developing countries are required to make reductions of 13.3 percent over
ten years.'® Least developed countries are not obliged to make any
reduction, but must bind their levels of support.'” Once all exempt duties
hhave been accounted for and excluded, WTO members calculate their non-

- exempt domestic subsidies using a methodology called the Aggregate
Measurement of support or ‘AMS’. Exempt subsidies and the AMS are

ed below. Once the reductions have been implemented, meml

-Aller agree o bind their reductions in a Final Bound Commitment Level:

——el Sl bl ) . i .
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; and

2. x The subsidy must not have the effect of providing support to
- producers.””

Annex 2 lists twelve types of exempt subsidies, including the following:

—  Generalised government service programmes in areas of research,
pest and disease control, and training;

— Domestic stockpiling for food security and domestic aid purposes;
— Direct payment to producers in the form of decoupled income
support (support that is not tied to production);

— Govemments financial participation in income safety net and crop
disaster insurance;

— Structural adjustment assistance provided through producer
retirement programmes;

—  Structural adjustment assistance provided through resource

| retirement programmes;

—  Structural assistance provided through investment aids; and

— Payments under environment and regional assistance

programmes.”
. E. Excluded ‘Blue Box’ Subsidies
Armle 6 of the Agmement on Agriculture, in addition to lhe green box

..tn 'di&s excmpted under Annex, 2 listed above excludes from the Aggregate
rement of Support (AMS) calculation three other categories of
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rtain direct pay ,___ﬁfs aimed at limiting agricultural prodﬁc lion,
. -_s,:nf“athe Agreement excludes three types of gover
vhether direct or indirect, from the AMS calculations:

Investment subsidies which are generally available to low j income
or resource poor producers in developing member country;

Investment subsidies which are generally available to agricultyre:

Subsidies to agricultural producers to encourage diversification
from growing illicit narcotic drugs.

Nimen

In keeping with the deminmus subsidies, Article 6.4 excludes from
the AMS calculation;
1. product-specific domestic subsidies where the subsidy does not exceed
5 per cent of that member’s total value of production of a basic
agricultural product during the relevant year, and

2. Non-product specific domestic subsidies where such subsidies do not
exceed 5 per cent of the value of that members total agricultural
production. The applicable percentage for developing countries is 10
per cent.

The third type of ‘blue box’ subsidy is the direct payments made under
prod uﬁ;ﬁon-limiling programmes and are excluded provided;

L. They are based on fixed arca and yields;
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; iculture, all non-exempt, non-excluded
ulated and reduced to a single figure, the

€ 4 n'ual level of support expressed in monetary terms, provided
cultural product in favour of the producers of the basic agricultural

that qualify as exempt from reduction under Annex 2 of this Agreement,
which is:
(1) with respect to support provided during the base period, specified in
the relevant tables of supporting material incorporated by reference in
Part [V of a member’s Schedule: and
(i) with respect to support provided during any year of the implementation
period and thereafter, calculated with the provisions of Annex 3 of this
Agreement, taking into account the constituent data and methodology
used in the tables of supporting matenals incorporated by reference
in Part IV of the member’s Schedule.

The ‘basic agricultural product’ in relation to domestic support
commitments is defined as the product as close as practicable (o the point
of first sale as specified in a member’s Schedule and in the related supporting
material.”!
 AMS subsidies includes both budgetary outlays and revenue foregone
ernments. > Fees paid by producers are deducted from the AMS. A
ific AMS expressed in monetary terms is established for each basic

wral product. Once the AMS has been calculated, subsidy reductions
st for developed countiies over the six years from 1995 and
opmo countrics W ere lmplcmuntud over 10 years.
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respect of the agricultural products or groups spec1ﬁed in Sectlon II of
IV of its Schedule in excess of the budgetary outlay and quantity commig,
levels specified herein and shall not provide such subsidies in respect of
any agricultural product not specified in that Section of its Schedule.

The Agreement on Agriculture, therefore, tightens its hold on export
subsidies by prohibiting export subsidies in two instances:

I Products that never received export subsidies in the 1986-90 base
period may not receive them in the future; and

2. Export subsidies not listed in Article 9.1 are not permitted.

Article 9(1) lists the following export subsidies subject to reduction

commitments:

(a) the provision by governments or their agencies of direct subsidies,
including payments-in-kind to a firm, to an industry, to producers of
an agricultural product, to a cooperative or other association of such
producers, or to a marketing board, contingent on export performance;

(b) the sale or disposal for export by governments or their agencies of
non-commercial stocks of agricultural products at a price lower than
the comparable price charged for the like product to buyers in the

i ‘domestic market;

(©) Wpayments on the export of an agricultural product that are financed
by virtue of govemmental action, whether or not a charge on the public
accou mmnvolved mcludmg payments that are f‘ nanced from th
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arges on export shipments, provided
on terms more favourable than for

ce with its budgetary and quantity reduction commitments.,
H. Prevention of Circumvention of Export Subsidy Commitments

‘_ Atticle 10 of the Agreement on Agriculture prevents circumvention of
he export subsidy reduction commitments in four ways. One, members agree
Eﬁkfoi“cfrcumvent the export subsidy reduction commitments through food
.~ aid except in conformity with Article 10(1); two, member agree to work
towards the development of internationally agreed disciplines on export
| credits, export credit guarantees, and export insurance programmes.> Third,
any member which claims that any quantity exported is in excess of a
. reduction commitment level is not subsidised must establish that no export
subsidy, whether listed in Article 9 or not has been granted in respect of
quantity of exports in question. Fourth, cxport subsidies not listed in
paragraph I of Article 9 shall not be applied in a manner which results in,
| or which threatens to lead to, circumvention of export subsidy commitments,
- nor shall non-commercial transactions be used to circumvent such
commitments.

- L Disciplines on Export Prohibitions and Restriction

- Where any WTO member institutes any new export prohibition or
tions on foodstuffs in accordance with paragraph (2) of Article XI of
s incumbent on the member Lo observe the following provisions:

ember’s food security:

 give notice in writing before instituting an export
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e in question in taken by a developing country
s a net food-exporter of the specific foodstuff concerned.® i

- J. Peace Clause—Hold Back Subsidies

: )

~ Article 13 catalogues the exemptions Quring the 'nine-y@

lgllaiénientation period ending 2006. During the implementation period,
| _nbt‘withstanding the provisions of GATT 1994 and the Agreement on
Subsidies and Countervailing Measures: |

P
31 -

(@) domestic support measures that conform fully to the provisjons
Annex 2 o the Agreement on Agriculture shall be;

() non-actionable subsidies for purposes of countervailing duties;
() exempt from actions based on Article XVI of GATT 1994 ﬂ!
Part I1I of the Subsidies Agreement; and

(1) exempt from actions based on non-viol
benefits of tariff concessions accruit
Article IT of GATT 1994, in the se
XXIII of GATT 1994,

or

i

ation or impairment of .:
1g (0 another member under
nse of paragraph 1(b) of Article
- Leg

al action against domestic and export subsidies under:

Member’s countervailing duty law:

greement on Subsidies and Countervailing Measures; or
icle XXIIT of GATT on the basis of ‘adverse effects,” ‘serious

‘non-violation nullification an Impairment, may be t
‘the fol owing circumstances: _
ic subsidies are exempt under all

g .
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e, ey may be subject to an 1mpomng member s
w. Third, all non-exempt domestic subsidies exceeding
ommi ents are sub]ect to action under (i), (i1) and (iii). Fourth,
sidies that conform to the Agreement’s reduction commitments
pt form action under (ii) and from ‘adverse effects” and ‘serious
actlons under (iii) but are subject to a GATT, ‘non-violation’ and
ication ‘impairment” action. If they cause injury to a domestic industry
icing a like product, they also are subject to an importing members
countervailing duty law, but ‘due restraint has to be shown in initiating any

untervallmg measures.” Fifth, all export subsidies exceeding reduction
3 comnntments are subject to action under all three types of legal action.

o K. Doha Round

Agricultural negotiations was part of the Doha Round of WTO
Ministerial Conference launched in November 2001 and committed member
governments to arrive at : (i) substantial improvements in market access;
(ii) reduction of all forms of export subsidies with a view to phase out; and
(iii) substantial reductions in trade distorting domestic support. Besides, the
Doha Mandate also took note of non-trade concerns such as rural
development and food security. Doha Ministerial Conference was followed
by failed Cancum (September 2003) Ministerial Conference and
subsequently the General Council of WTO after an intense negotiations
developed a ‘July Framework’ (2004) which was considered as a significant
step in, arriving at modalities. The ‘July Framework’ (2004) with respect
10 tic support and export competition had the following features:

1. The overall reduction targets is cutting total trade distorting support
i'il‘ated by adding final bound total AMS, deminimis, and Blue-

ent in the first year of implementation.

S 1s concemed, the product specific AMS will be capped
": c@ggmes prov1dmg higher levels of AMS.

M@ﬁreducmms in the deminimis
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ensure that the measures are |

ria is to

dll . A

e Box will
: jon.
8. The Green Box criteria is (0 be reviewed.
all export subsidies, trade-distorting export of
f State Trading Enterprises (STEg)

be capped at 5 percent of the value of the agrieyly

= .

9. Parallel elimination of
export credits, certain activities O
bilateral food aid are also of great concern.

iminated by annual instalments, taking into acce mt

10. Export subsidies el
| reform steps of members.

coherence with interna

11. Disciplines on export prohibitions and export restrictions to b

negotiated.

On Special and Differential Treatment (S&D) the July framework
allows for a longer implementation period and lower rate of reductions for
domestic support. It also allows for continued access to Article 6.2 of which
‘exempt measures are taken to achieve agriculture and rural development,
and investment subsidies to resource poor farmers for calculation of current
f}lfota],AMS. On export promotion the framework allows for a long period
for phase out and benefit under Article 9.4 of AoA (Subsidies to reduce

ost of marketing exports of agricultural production, processing ¢o

0sts ;-Qf' international transportation and freights, and int¢
(¢ -fmd freight charges on export shipments) to continué

: riod after phasing out all forms of export subsidies.

;Pf net food importing countries are to be pr
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xeen steer ring since the beginning of AoA negotiations
6, ’bold initiatives and have been constantly on the look
e and acceptable solution in the overall perspectives of
various stakeholders as well as the disadvantageous position
developing countries. The DDA and Round have raised hi gh
_ ions for vulnerable sections of society who are looking at welfare
gains 'fmm the round to steer them clear of deprivation and provide succor.

i ndia also believes in “win-win situation” where developed and developing
countries could settle a workable, reasonable, and honourable settlement
which could be salable to all the stakeholders and in case negotiations fail,

it would risk the entire multilateral trade institutions to crumble and developed
countries would be accused of such disaster.

. The resumption of negotiations should be based on a shared
understanding of clear principles namely,

(1) being firmly faithful to the Doha mandate, as elaborated by July 2004
Framework and the Hong Kong Ministerial Declaration

(i) taking on board whatever has been agreed by members since the
commencement of negotiations and

@) focus on negotiations rather than rhetoric. For India, it is important
that Doha Round should be brought to a successful conclusion.

India for a successful conclusion should work for a balance between
’fﬁ”arket Opening and the development needs of the majority of the WTO
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: i i f the farmers are engageq ;.
‘are engaged in farming and bul?c 0 | @ gedip
it "féﬁr?ingg) are seriously jeopardized by the subsidies and arke
-- amcrs prcvailing in international agricultural trade and any roun
it would be faithful to its development dimension must urgently re dresg
this situation. |

Towards safeguarding the interests of Indian agriculture and farmers,
India has also been playing a key role in further stren gthening the developinr
countries coalitions by bringing together the G-20, the G-33, the African
Caribbean — Pacific countries and the Least Developed Countries to
reinforce each others positions on issues of mutual interest. India has beep
emphasizing that specific and detailed proposals that have been made in
domestic support and market access by the G-20, and on special products]»
(SPS) and the Special Safeguard Mechanism (SSM) by the G-33 should
| ensure a final outcome consistent with the agreed negotiating mandate for
substantial and effective reductions in trade-distortin g domestic support. India

e : Umption of negotiations on the
fthw Y 10. The talks in Davos on the sideline

nomic Forum were preceded by
ntries (US, EU_ :
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on of negotiations of the AoA, have been welcomed by
WTO after the same was suspended on 16 November,
a has welcomed the resumption of negotiations as it believes
velopment Agend (DDA) is the most ambitious attempt in
2 atthelssue of development as core value of multilateralism, non-
nination, predictability, stability, transparency are fully supportive of
ypment. India believes that the success of the Doha Round would
sher in welfare gains percolating down horizontally so that the economic
lisparities and maladies such as unemployment, low purchasing power,
0\ erty and economic inequity could be tackled ushering in social harmony.
India along with other developing countries has been stressing that the key
‘@negotiations of DDA and Round is to ensure that the round delivers on
‘development and help developing countries to integrate them into the world
trading system taking advantage of opportunities. India having full faith in
WTO dismisses the option of elimination of distortions in internationa!
agriculture through regionalism or other route; comparative advantage of
developing countries should not be stifled by protectionism practised by
developed countries in their agricultural markets. According to Indian posture
in the AoA négolian'ons, the fresh initiatives should start tackling the peripheral

.

1ssues before tackling the core issues and modalities.

~ The intensity of negotiation process is indication of high stakes involved
\griculture negotiations in the WTO. The intricate negotiating process

cterized by realignment of alliances through reconciliation’s of positions
iembers reflects the complexity of issues with different members

erged as a reaction to the joint EU-USA paper of 13 August
| a major role in restoring the balance in these negotiations
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