Trade and Agriculture: Delivering the Doha Mandate

Summary for Professor Celso Lafer – Moderator 

Panelists:  

-     Minister of Trade Mark Vaile, Australia

· Minister of Trade Mustafa Mechahouri, Morocco

· Ambassador Luzius Wasecha, Switzerland

· Minister Counsellor Enheng Li, China

In this afternoon’s session on Trade and Agriculture, we had a lively discussion about delivering the Doha Mandate at a critical point in the agriculture negotiations.  As most of you know, the deadline for establishing modalities for further commitments for reform was missed at the end of March this year.  Members were not able to agree how to proceed with reform in the three pillars of the Agreement on Agriculture – market access, domestic support and export competition – and to address other open questions.  Since all areas of the negotiations are interlinked through the single undertaking, lack of progress in this important area may make progress in other areas very difficult.

Some participants very strongly made the case for liberalization in agriculture trade.  They stressed the distorting effects of subsidies and tariffs on world markets, and particularly their effect on developing countries.  Other expressed caution, stressing the need to take into account the very different situations in 146 member countries.  Some developed countries were undergoing domestic reform programmes and needed time for adjustment, and the ability to take non-trade concerns into account.  Many developing countries were also calling for flexibility to allow them to take account of development needs including poverty reduction, viability of rural areas and food security.

Summary of main points made during the session (optional, as a basis for your improvisation).

Let me now briefly summarize some of the main points made during the discussions.

· All speakers agreed that agriculture was at the center of the current negotiations.  They reiterated their commitment to the mandate agreed by Ministers at Doha, and to reform in the areas of the three pillars of the Agreement on Agriculture. 

· Minster Vale indicated that in his view, the current negotiations represented a once-in-a-generation chance to achieve agricultural reform, since subsidies of $1 billion per day were simply unjust.  Rich countries were determined to maintain high levels of subsidies through the current round, which was a recipe for depressed global commodity prices and continuing poverty in developing countries.  A truly global solution was also needed for export subsidies.  High tariffs and tariff escalation would not be adequately addressed by the Uruguay Round formula. Minister Vale explained the Cairns Group approach to the negotiations: A Swiss formula with a coefficient of 25 for developed countries, to reduce tariff peaks and escalation, with much lower and slower reductions for developing countries.  The Cairns Groups proposed that trade-distorting support be reduced to zero over 5 years, and reducing de minimis with a view to phasing out, with greater flexibility for developing countries.  The Green Box provides sufficient flexibility for almost all developing country programmes. The Cairns Group is also proposing the elimination of export subsidies. Minister Vale questioned the effectiveness of preferences schemes, which were a key defence used by those wishing to avoid market access reform. He stressed that Australia was complementing its trade efforts with aid programmes to alleviate poverty in Africa. 73% of the poor lived in rural areas and depend on agriculture, making reform all the more urgent.

· Ambassador Wasecha noted that Switzerland, often called a protectionist country, was importer number 11 in world agricultural markets.  Switzerland was moving towards a market economy, implementing a reform programme which required a transition period.  Agriculture negotiations were about domestic policies, not just border measures, and had to take into account the unique situations in 146 countries.  According to Chairman Harbinson’s approach, some countries, including Switzerland, would only pay.  All countries should make compromises and commitments.  In Ambassador Wasecha’s opinion it is better to achieve a reasonable solution than an ambitious scheme that will not be implemented.  Apart from the three pillars, non-trade concerns need to be taken into account, including geographical indications, labelling and the use of precaution in the area of food safety. Some of these concerns can be addressed by Green Box measures, but these measures are only available to rich countries.  He warned that market access commitments could only be modest if non-trade concerns were not addressed in other ways.  He expressed concern that some countries imposes other types of measures, including sanitary and phytosanitary measures, to block market access..  To be able to achieve results, one solution would not fit everybody, and would just replace one injustice with another.

· Minister Mechahouri indicated that agriculture was extremely important for Morocco, since it provided for non-trade concerns including rural employment and vialibility of rural areas.  He noted that the current state of the negotiations required a high level of political engagement from Members to make up for lost time.  He highlighted the important role tariffs played in developing countries, allowing them to protect themselves against subsidized imports from developed countries.  For this reason, chairman Harbinson’s proposal on strategic products and special safeguards was a step in the right direction.  

· Minister Councellor Li spoke about agriculture in China, which is crucial for the economy and for employment.  Therefore, China was disappointed at the lack of progress in the negotiations.  China advocates a total elimination of export subsidies and the development of disciplines on export credits.  In the area of domestic support, China seeks substantial reductions in trade-distorting support.  Regarding market access, China was strongly against a repetition of the Uruguay Round approach for tariff reductions, and supported proposals to reduce the large disparities in tariff levels, including tariff peaks and escalation.  China also supported special and differential treament for developing countries, including the work on special products and a special safeguard mechanism.  However, China strongly opposed the attempt to divide developing countries into different groups or categories.  Mr. Li also highlighted the need to accommodate the needs of recently acceded Members who had made extensive commitments during the accession process.

· Professor Lafer: quote: “perspective does not distort reality, it organizes it”.

Discussion

Market access:

· Concern that SPS measures are abused for protectionist purposes.  On the other hand all Members have the right to use legitimate SPS measures to protect food safety, animals and plant health.  The importance of technical assistance was stressed to ensure that all countries were able to apply the SPS Agreement and meet SPS requirements in their import markets.

· A measure of flexibility was necessary to avoid scaring participants away from reforms in market access.

Subsidies

· Although most who spoke supported the elimination or substantial reduction of subsidies, a word of caution was expressed, for example with a view to ensuring the continued viability of the sugar industry in many developing countries.

· Regarding domestic support “boxes”, there was some discussion of the need for reform of the Green Box.  One participant expressed doubts about the legitimacy of the Blue Box.  

Developing countries:

· The problem of “dumping” of subidized products from developed countries on developing countries was raised.  The fact that certain countries were able to continue providing high levels of subsidies to agriculture had very detrimental effects on agriculture in developing countries, who could only protect themselves through tariffs.  One participants called for allowing developing countries the use of quantitative restrictions in this situation.

· The need to take into account the special needs or developing countries was expressed repeatedly, including flexibility and different types of safeguard mechanisms.  Attention needed to be given to rural livelihoods, food security, resource-poor farmers.

· Need for leadership among developing countries to push for reductions in export subsidies and domestic support.

· Is Swiss farmers needed time for adjustment, the same should apply to developing countries in all sectors, not just agriculture.  Agriculture was not the only multifunctional sector.  On the other hand, flexibility for industrial products and services was already built into the agreements.

· During the Uruguay Round, developing countries already “paid” for developed country reform in agriculture, which did not materialize.  They should not be asked to pay again by accepting negotiations on new issues.

Cancún:

· Need a new plan for Cancún, with firm commitments that developing countries can believe in.  

· Question whether developing countries should lower their level of ambition for Cancún. Mr. Li: China not prepared to lower ambition, although there is a need for wise new ideas to achieve convergence. Mr. Vale also against lowering ambition.  Mr. Wasescha: it is easy to be ambitious when others have to do the work, but more difficult when it comes to domestic reform.  Each country needed to gain something from the negotiations.

· The hope was expressed that South-South trade would not be forgotten in this round of negotiations.

