United States
Department of
Agriculture

Economic
Research
Service

WRS-98-4
December 1998

Report Coordinator
Mary Anne Normile
(202) 694-5162

Authors

Karen Z Ackerman
Kevin J. Brosch
Gene Hasha
David R. Kelch
Susan Leetmaa
Peter Liapis

Mary Lisa Madell
Frederick J. Nelson
Donna Roberts
Randall Schnepf
Mark Simone
David Skully
Constanza/aldes
JohnWainio

C. Edwn Young

Technical Editor
Diane Decker

Production/Design
Wynnice PointeNapper
Victor Phillips, 3.

Approved by tle World
Agricultural Outlook Board.
Summary released December
9, 1998. Summary and full
report may be accessed elec-
tronically via the ERS website
at http://wwwv.econ.ag.ga

INTERNATIONAL AGRICULTURE AND TRADE REPORTS

AGRICULTURE
IN THE WTO

Situation and Outlook Series

Contents

SUMMAIY . o e e 3
Agricultu re in the World Trade Organization—Introduction . .5
Market ACCESSISSUBS . . . oo v i 6

Domestic Support Commitments:
A Preliminary Evaluation ............................ 14

Export Subsidy Commitments: Fev Are Binding Yet, But
Some MembersTry ToEvade Them ................... 21

Implementation of the WTO Agreement on tke Application
of Sanitary and Phytosanitary Measues . ............... 27

Biotechnology n Agricultu re Confronts Agreements
iNtheWTO ... . e e 34

Improvements n WTO Dispute Settlement . .. ............ 36

Two of R Applicants for WTO Membership Successfully
Complete Accessin Negotiations . . .................... 41

Sate Trading Enterprisesin World Agricultural Trade ... ... 43

Developing Countries Issues in te WTO Related
to Agriculture ... 48

Glossaly of Agricultural Tradeand WTO Terms ........... 53
List of Tablesand Figues . ......... ... .. ... ... ........ 55


Economic Research Service
For More Information on ERS Publications and Data
*************************************************
Visit the ERS web site located at:
   http://www.econ.ag.gov

Other reports are available from the products and services area on the ERS web site:
   http://www.econ.ag.gov/prodsrvs/periodic.htm

For sales information on ERS publications:
   http://www.econ.ag.gov/prodsrvs/sales.htm

To contact the ERS Information Desk, please call:
   202-694-5050

wrs984a.pdf
wrs984b.pdf
wrs984c.pdf
wrs984d.pdf
wrs984e.pdf
wrs984f.pdf
wrs984g.pdf
wrs984h.pdf
wrs984i.pdf
wrs984j.pdf
wrs984k.pdf

Acknowledgments

The authors would like to extend sincere thanks to Nicole Ballenger, Mary Bohman, Mary Burfisher, Hunter Colby, Bill Coyle,
Praveen Dixit, Lewrene Glaser, Linwood Hoffman, Cassandra Klotz-Ingram, Suchada Langley, Bill Liefert, Steve Magiera,
David Skully, Kitty Smith, Mark Smith, Fred Surls, Ron Trostle, Francis Tuan, Tom Vollrath, and Steve Zahniser of the
Economic Research Service; Joe Glauber and Carol Goodloe of the Office of the Chief Economist; Lynn Alfalla, Frank
Gomme, Jason Hafemeister, Debra Henke, Alan Hrapsky, Hugh Maginnis, Catherine Otte, Sharon Sheffield, Paul Spencer, anc
Gregg Young of the Foreign Agricultural Service; David Stallings of the World Agricultural Outlook Board; Barbara Chattin,
Suzy Early, Cecilia Klein, James Lyons, Steve Neff, John Payne, and Suzanne Troje of the Office of the U.S. Trade
Representative; and Dale McNiel of McLeod, Watkinson and Miller for their valuable review comments; and to Diane Decker,
Wynnice Pointer-Napper, and Victor Phillips, Jr for editorial and design assistance.

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its programs and activities on the basis ofanegtmial origin, gender,
religion, age, disability, political beliefs, sexual orientation, and marital or family status. (Not all prohibited basés alpplypgrams). Persons with dis

abilities who require alternative means for communication of program information (braille, large print, audiotape, etacpstamiltdSDAs Target
Center at (202) 720-2600 (voice and TDD).

To file a complaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten Building, 14th agpeimdence Avenue, SW,
Washington, DC 20250-9410 or call (202) 720-5964 (voice or TDD). USDA is an equal opportunity provider and employer.

2 % Agriculture in the WTO/WRS-98-4/December 1998 Economic Research Service/lUSDA



Summary

Uruguay Round Results Set Stage for Further The Agreement on Agriculture required countries to reduce

Agricultural Trade Liberalization outlays on domestic policies that provide direct economic
H Round of Muliil | Trade N . incentives to producers to increase resource use or produc-
e Uruguay Round of Multilateral Trade Negotiations con- 4, A wTO member countries are meeting their commit-

tinued the brocess of reducing traqe barriers achieved in ments to reduce these outlays, and most countries reduced
seven previous _roqnds of negotiations. Among the Uruguay i ic type of support by more than the required amount.
Round's most significant accomplishments were the adop- However, support from those domestic policies considered

tion of new rules governing agricultural trade policy, the to have the least effect on production, such as domestic food
establishment of disciplines on the use of sanitary and phy- aid. has increased from 1986-88 levels

tosanitary (SPS) measures, and agreement on a new process

for settling trade di§put_es. The latest round also created the In the Agreement on Agriculture, 25 countries that
World Trade Organization (WTO) to replace the General
Agreement on Tariffs and Trade (GATT) as an institutional
framework for overseeing trade negotiations and adjudicat-
ing trade disputes. Agricultural trade concerns that have

employed export subsidies agreed to reduce the volume and
value of their subsidized exports over a specified implemen-
tation period. To date, most of these countries have met their
. : . commitments, although some have found ways to circum-
come to the fore since the Uruguay Round, including the ot them The EU is by far the largest user of export subsi-
lise of ge_neucally engineered products in agncultural trade, dies, accounting for 84 percent of subsidy outlays of the 25
_state trading, "’?”d a large n_umber of potential new members’countries in 1995 and 1996. Despite substantial progress in
illustrate the wide range of issues a new round may face. reducing export subsidies, rising world grain supplies and
falling world grain prices will make it difficult for some

During the 3 years since initial |mplementgt|on of the . countries to meet future commitments unless they adopt pol-
Uruguay Round agreements, the record with respect to ag”'icy changes

culture is mixed. The Uruguay Round’s overall impact on
agricultural trade can be considered positive in moving
toward several key goals, including reducing agricultural
export subsidies, establishing new rules for agricultural
import policy, and agreeing on disciplines for sanitary and
phytosanitary trade measures. The Uruguay Round
Agreement on Agriculture may also have contributed to a
shift in domestic support of agriculture away from those
practices with the largest potential to affect production, and
therefore, to affect trade flows. However, significant reduc-
tions in most agricultural tariffs will have to await a future
round of negotiations.

The Uruguay Round’s SPS Agreement imposed disciplines
on the use of measures to protect human, animal, and plant
life and health from foreign pests, diseases, and contami-
nants. The Agreement can be credited with increasing trans-
parency of countries’ SPS regulations and providing
improved means for settling SPS-related trade disputes,
including some important cases involving agricultural prod-
ucts. The Agreement has also spurred regulatory reforms in
some countries. The SPS Agreement and the Agreement on
Technical Barriers to Trade could provide a framework for
disputes over genetically modified organisms (GMOSs)

. . ) brought to the WTO for arbitration.
Prior to the Uruguay Round, trade in many agricultural

products was unaffected by the tariff cuts that were made
for industrial products in previous rounds. In the Uruguay
Round, participating countries agreed to convert all non-
tariff agricultural trade barriers to tariffs (a process called
“tariffication”) and to reduce them. However, agricultural
tariffs remain very high for some products in some coun-

tries, limiting the trade benefits to be derived from the new country can no longer block the formation of a dispute reso-
rules. To ensure that historical trade levels were main- lution panel, or veto an adverse ruling by blocking the adop-
tained, and to create some new trade opportunities yvhere tion of a panel report. These improvements have led to a
_trad_e had be_en largely precludegl by policies, countries number of important agricultural trade cases being adjudi-
|nst|tuted_ tarlff_-rate quotas. A tarlff-r_ate quota a_pphe_:s a cated before the WTO. The outstanding question for the
lower tariff to |mpo_rts be_low a ce_rtaln quantltanve limit WTO is whether members whose practices have been suc-
(quota), and permits a higher tariff on imported goods after cessfully challenged under the new dispute settlement pro-

the quota has been reached. cedures will live up to their obligations.

Changes made to the multilateral dispute resolution process
in the Uruguay Round may be as important to agricultural
trade as the improvement in the substantive rules governing
trade in agricultural goods. Initial evidence indicates that the
WTO dispute settlement system is a significant improve-
ment over its GATT predecessor. For example, a single
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Other agriculture-related issues, including a large and tinue to be important to the trade of agricultural commodi-
diverse group of potential new WTO members, the chal- ties because many countries consider them an appropriate
lenge of dealing with state trading enterprises within WTO means to meet domestic agricultural policy objectives.
disciplines, and the issues particular to developing countries,Continuing concerns about the trade practices of state trad-
will shape the agenda for future agricultural trade liberaliza- ing enterprises in some WTO member countries, and the
tion discussions. Thirty-two countries are currently seeking potential accession of China and other countries where
membership in the 132-member WTO. Countries seeking  STEs are prominent, will keep STEs on the WTO agenda.
WTO membership accede under conditions negotiated with

WTO members. Acceding countries benefit from WTO Developing countries received special treatment in the
membership through privileged trade status with WTO Uruguay Round, including less stringent disciplines in
members, but may incur adjustment costs in reforming their reforming their trade policies than those that apply to devel-
trade policies and reducing tariffs to meet WTO require- oped countries. In the next round of multilateral agricultural
ments. Current WTO members gain greater access to the trade negotiations, developing countries will continue to
markets of acceding countries. have special interests in the areas of special and differential

treatment, export restraints, price stability, food security,
State trading enterprises (STESs), governmental and non-  food aid, and stock policies. As developing countries iden-
governmental entities that have been granted special rights tify their positions, coalitions of countries with common
or privileges through which they can influence trade, con-  trade interests may emerge.
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Agriculture in the World Trade Organization—Introduction

The Uruguay Round of Multilateral Trade Negotiations was torting domestic policies. The agreement is implemented
completed in 1994 with the signing of the Uruguay Round over a 6-year period, 1995-2000.
Agreements at Marrakesh. The Round produced a number
of important achievements, including replacing the General In addition, the Agreement on the Application of Sanitary
Agreement on Tariffs and Trade (GATT) as an institutional and Phytosanitary Measures (SPS Agreement) established
framework for overseeing trade negotiations and adjudicat- rules to prevent countries from using arbitrary and unjustifi-
ing trade disputes, with the World Trade Organization, and able health and environmental regulations as disguised bar-
extending GATT/WTO rules of trade to new areas such as riers to trade. And a new process for settling disputes among
intellectual property and services. Among the most signifi- WTO members, agreed to during the Uruguay Round,
cant accomplishments of the Uruguay Round was its focus promised improvements in the resolution of trade disputes.
on the treatment of agricultural trade under the GATT and  As part of the URAA, member countries agreed to begin
the resulting new disciplines on agricultural trade policy. negotiations for a continuation of the agricultural reform
process 1 year before the end of the URAA implementa-
Until the Uruguay Round, agriculture received special treat- tion period.
ment under GATT trade rules through loopholes, exceptions,
and exemptions from most of the disciplines applying to The 3 years of implementation since the Agreement’s entry
manufactured goods. As a result, the GATT allowed coun- into force in 1995 have provided some evidence from which
tries to use measures disallowed for other sectors (e.g., to evaluate the impact of the Uruguay Round on agricultural
export subsidies), and enabled countries to maintain a multi-trade. This report evaluates the progress to date in imple-
tude of non-tariff barriers that restricted trade in agricultural menting the various Uruguay Round agreements and disci-
products. Participants in the Uruguay Round continued the plines, and addresses emerging issues that will have a bear-
GATT’s special treatment of agricultural trade by agreeing ing on agricultural trade in the context of the WTO. It offers
to separate disciplines on agriculture in the Agreement on  an interim assessment of the effects of the Round on agri-
Agriculture (URAA), but initiated a process aimed at reduc- cultural trade and considers the future direction of agricul-

ing or limiting the exemptions and bringing agriculture ture in the WTO. Given the limitations of space, the scope

more fully under GATT disciplines. of the report, while attempting to be comprehensive, is not
all-encompassing. Other topics of importance to agriculture,

Under the Agreement, countries agreed to substantially such as the Agreement on Technical Barriers to Trade, and

reduce agricultural support and protection by establishing tariff reductions in processed products and agricultural
disciplines in the areas of market access, domestic support, inputs, are not covered.

and export subsidies. Under market access, countries agreed

to open markets by prohibiting non-tariff barriers (including This report also does not address one of the most important
guantitative import restrictions, variable import levies, dis- outcomes of the Round: the expected expansion in world
cretionary import licensing, and voluntary export restraints), income and economic activity and its effect on demand for
converting existing non-tariff barriers to tariffs, and reduc-  agricultural products, which could far outweigh the direct
ing tariffs. URAA signatory countries also agreed to reduce effect of reductions to barriers on agricultural products. And
expenditures on export subsidies and the quantity of agricul-a formal assessment of the benefits of the URAA itself

tural products exported with subsidies, and prohibit the awaits further investigation. It is hoped, nonetheless, that a
introduction of new export subsidies for agricultural prod-  comprehensive picture will emerge of the institutional and
ucts. Domestic support reductions were realized through practical environment in which agricultural trade takes place
commitments to reduce an aggregate measure of support that will also provide a perspective from which to anticipate
(AMS), a numerical measure of the value of most trade dis- future agricultural trade negotiations.
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