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Agriculture in the WTO: Policy Commitments
Made Under the Agreement on Agriculture

Summary

TheUruguay Round (UR) of multilateral trade negotiations, completedin 1994,
represented thefirst significant step toward reforming international agricultural trade.
Under the UR negotiations, domestic policies and trade policies were viewed as
interconnected. As aresult, WTO member countries committed to disciplines in
agricultural support in three broad areas— domestic agricultural support programs,
export subsidies, and market access — often referred to as the three pillars of the
Agreement on Agriculture (AA). In addition, members also agreed to provisions
concerning the handling of sanitary and phytosanitary measures, dispute settlement
procedures, and the continuation of the reform process.

Under theauspicesof theUR' sAA, WTO member countriesagreed to limit and
reduce the most distortive domestic support subsidies — referred to as amber box
subsidiesand measured by the Aggregate Measure of Support (AMS) index. Several
types of indirect subsidies were identified as causing minimal distortion to
agricultural production and trade, and were provided exemptions— green box, blue
box, de minimis, and specia treatment — from WTO disciplines. Export subsidies
were capped and subject to reductions in both value and volume. In addition,
members agreed to improve market access for internationally traded agricultural
products by converting non-tariff trade barriers (NTBS) into tariffs (a process called
tariffication); binding existing tariffs at January 1, 1995, levels; and reducing tariffs
from bound level swith theall-product average tariff being reduced faster than tariffs
for individual products. These subsidy and tariff reductions occurred during a
six-year implementation period, 1995-2000. Those countriesthat had used NTBsto
restrict imports submitted to aform of tariffication that included quotas and special
safeguards offering extra protection from surges in imports for politically sensitive
products. Each country’s specific commitments are listed in its schedule of
concessions.

The AA also recognized the specia needs of developing and |east-devel oped
countries and provided them with greater flexibility in implementing their policy
commitments — referred to as Special and Differential Treatment. In general, the
ratesof reduction appliedtotariffsand subsidiesfor devel oping countrieswerelower
than therates used by devel oped countries. Inaddition, their reduction commitments
wereimplemented over an extended period of time, generally a10-year period (1994-
2004). Least-developed countries (as defined by the United Nations) were exempt
from all reduction commitments, but were required to bind tariffs and domestic
support at base-year levels.

To provide for monitoring and compliance of WTO policy commitments, each
WTO member country was expected to routinely submit notification reports on the
implementation of itsvariouscommitments. TheWTO’sCommitteeon Agriculture
was assigned the duty of reviewing progress in the implementation of individual
member commitments based on member notifications.

This report will be updated as events warrant.
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Agriculture in the WTO:
Policy Commitments Made Under
the Agreement on Agriculture

Introduction

This report provides a review of the maor agricultural policy commitments
made by members of the World Trade Organization (WTO) during the Uruguay
Round of multilateral trade negotiations completed in 1994, and the legal text that
underliesthose commitments. Most agricultural support commitmentsareembodied
in the Agreement on Agriculture and it is the essentia focus of this review.
However, references are made to additional supporting legal texts that emerged as
part of the Uruguay Round Agreement, as well as to related studies and references
produced by the WTO, its member countries, and international organizations
interested in trade and devel opment.

A review of the magjor agricultural policy commitments made during the
Uruguay Round is useful because:

e a more thorough understanding of WTO policy commitments
providesabetter context for eval uating their current implementation
and enforcement;*

e agriculture-related dispute settlement cases undertaken within the
framework of the WTO frequently hinge on charges of non-
compliance with commitments made by a member country during
the Uruguay Round;

¢ theongoing DohaRound of multilateral trade negotiations— called
the Doha Development Agenda (DDA) — seeksto build on existing
commitments made during the Uruguay Round;? and

o sufficient time has elapsed since the completion of the Uruguay
Round that legislators and their staff responsible for oversight of
U.S. trade policy may find such a reference useful when seeking
information on WTO agricultural support commitments.

Given the decade that has el apsed since the completion of the Uruguay Round,
aconsiderablebody of evidence has accumul ated with respect to the successof WTO

! For example, see CRS Report RL30612, Agriculture in the WTO: Member Spending on
Domestic Support, by (name redacted); or CRS Report RS20858, Agricultural Export
Subsidies, Export Credit, and the World Trade Organization, by (name redacted) and Charles
Hanrahan.

2 For more information, see CRS Report RS21905, Agriculture in the WTO Doha Round:
The Framework Agreement and Next Steps, by Charles Hanrahan.
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policy disciplines and agricultural trade rules in improving the predictability,
transparency, and market-orientation of international agricultural trade. In light of
this experience, this report introduces several of the major negotiating issues that
have emerged for each of the various policy commitments made under the auspices
of the Agreement on Agriculture.

Background on the Uruguay Round

From 1948 through 1994, the General Agreement on Tariffsand Trade (GATT)
provided the most widely accepted set of rules governing international trade.
Although therules of trade established under GATT also applied to agriculture, they
contained several |oophol es, exceptions, and exemptionsfrom most of thedisciplines
that applied to manufactured goods.® For example, while export subsidies were not
allowed for most industrial products, they were permitted on agricultural products.
Inaddition, GATT alowed the use of import quotas aswell as subsidieson domestic
production for agricultural products. As a result, agricultural trade was highly
distorted, and lacked in transparency and fairness. These problemswere specifically
addressed during the Uruguay Round (1986-1994) of GATT multilatera trade
negotiations in the Agreement on Agriculture.

The World Trade Organization (WTO)

The Uruguay Round culminated in 1994 when 125 countries signed the Final
Act Embodying the Results of the Uruguay Round of Multilateral Trade Negotiations
(hereafter referred to as the Final Act)* establishing the WTO and subsuming the
GATT.? Built on GATT rules, the WTO replaced the GATT astheworld’ s principal
ingtitutional framework for overseeing trade negotiations and for adjudicating trade
disputes. Asof April 2005, therewere 148 membersinthe WTO, representing over
95% of world trade.® In addition, there were 31 observer governments (most of
which had applied for membershipinthe WTO) and seveninternational organization
observers,

The Uruguay Round negotiations produced genera rules regarding subsidy
disciplines and market access concessions that applied to all members. However,
each individua member country also negotiated their own specific policy
commitments. The list of commitments, along with their implementation period,
were spelled out for each individual country in their “schedule of concessions’ (also

¥ WTO, Understanding the WTO: the Agreements, “Agriculture: Fairer Markets for
Farmers,” at [http://www.wto.org/english/thewto_e/whatis eftif_elagrm3_e.htm].

* For the official text of the Final Act see, The Legal Texts: The Results of the Uruguay
Round Multilateral Trade Negotiations, Cambridge University Press, ©World Trade
Organization 1999; hereafter referred to as The Legal Texts (1999). The Final Act isalso
available at [http://www.wto.org/english/docs e/legal_eflegal_e.htm#final act].

® For background information on the Uruguay Round and the WTO, see CRS Report 98-
928E, The World Trade Organization: Background and Issues, by (name redacted).

¢ For a current list of WTO members, see WTO, Understanding the WTO, “Members and
Observers,” at [http://www.wto.org/english/thewto_e/whatis eftif_e/org6_e.htm].
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referred to as the country schedule).” New members may join the WTO through a
formal process of accession negotiations.® During accession negotiations, new
members must also negotiate their specific policy commitments as detailed in a
“schedule of concessions.”

Agreement on Agriculture

The Agreement on Agriculture (AA) — the first multilateral agreement
dedicated entirely to agriculture — was one of 29 individual legal texts included
under an umbrellaagreement establishingtheWTO.® The stated objective of the AA
was to reform trade in the agricultural sector and to make member-country policies
more market-oriented in order to improve predictability and security for importing
and exporting countries alike.

Policy Tradeoff: Subsidies vs. Market Access

During the Uruguay Round negotiations, domestic and trade policies were
viewed asinterconnected — policieswhich supported domestic prices or subsidized
production tended to encourage over-production; thisin turn squeezed out imports
or led to either export subsidies or low-priced dumping on world markets.
Furthermore, to support artificially high domestic prices, border controls such as
restrictiveimport quotas, excessively high tariffs, and other non-tariff measureswere
often used to keep out lower-priced foreign supplies. As aresult, for a new trade
agreement to be reached, trade negotiators felt that individual countries had to be
willing to trade off some aspects of domestic policy in favor of facilitating greater
openness in world markets.

In the final outcome of the Uruguay Round, such a trade-off in agriculture
involved commitments by member countries to improve market access on the one
hand, while limiting and reducing trade-distorting subsidies on the other hand. The
disciplines involved freezing protection and subsidies at base period levels, then
ingtituting annual reductions from the bound levels. A genera framework for
implementing these disciplines was developed during the Uruguay Round. A
description of the disciplines and commitments — e.g., tariffication, tariff-rate
guotas, specia safeguards, subsidy and tariff reductions, specia treatment,
implementation period, and any special provisions — are provided below in the
chapter entitled “ Agricultural Support Commitments.”

" Each WTO member country’ s“schedule of concessions,” isavailable at [http://www.wto.
org/english/tratop_e/schedules_e/goods schedules e.htm].

8 For more information see WTO, Understanding the WTO, “How to join the WTO: the
accession process,” at [http://www.wto.org/english/thewto_e/whatis e/tif e/org3_e.htm].

° For the official text of the AA and other major legal texts, see The Legal Texts(1999). The
AA isalso available at [http://www.wto.org/english/docs _e/legal_eflegal_e.htmiag].
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Country Schedules

At the conclusion of the Uruguay Round, each WTO member country listed its
commitments on market access and subsidy reductions in a document called a
Schedule of Concessions (or country schedule).™ All of the country scheduleswere
annexed to the GATT agreement and were approved as part of the Uruguay Round
negotiations. Members that have joined since January 1, 1995, also must list their
policy commitments (which are negotiated during their accession process) in a
Schedule of Concessions. For each WTO member, the country schedule is the
official schedule of al policy commitments. Ratification of the AA by all WTO
member countrieswasequivalent toratification of theindividual country schedules.™*
Similarly, acceding countries must obtain unanimous consent of their country
schedule as part of the accession process.

Although the Uruguay Round negotiations established guidelines for most
policy disciplines, individual member countries are legally committed only to those
provisions included in their Schedule of Concessions, regardless of their
correspondence with the general guidelines. Each country schedule consists of the
following four parts.

Part . Most-favored nation (MFN) concessions— maximum tariffs on goods
from other WTO members.*? Part | is divided into three major components:

e Section 1A liststariffs on agricultural products;
e Section 1B liststariff quotas on agricultural products; and
e Section 2 lists MFN concessions on all other products.

Part Il. Preferential concessions — tariffs that benefit countries within the
scope of bilateral or regional trade agreements, e.g,. the North American Free Trade
Agreement (NAFTA). Treatment of such preferential trade arrangements is
discussed in GATT, Article 1.

Part Ill. Concessions on non-tariff measures.

Part IV. Specific commitments on domestic support and export subsidies on
agricultural products.

The tariff schedules follow the format caled the Harmonized Commaodity
Description and Coding System (referred to as the Harmonized System) established
by the World Customs Organization.”* The Harmonized System consists of 21

10 Each member country’ s schedule of concessionsispublicly available at the WTO website
at [http://www.wto.org/english/tratop_e/schedules e/goods schedules e.htm].

1 USDA, Economic Research Service (ERS), Agriculture in the WTO, “Domestic Support
Commitments: A Preliminary Evaluation,” WRS-98-4, December 1998, p. 16.

12 For more information on MFN treatment, see the definition in CRS Report 97-905,
Agriculture: A Glossary of Terms, Programs, and Laws, 4" Edition, by (name redacted).

13 For more information on the WCO, visit [http://www.wcoomd.org/ie/index.html]. The
(continued...)
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sections covering 99 chapters: most agricultural food and feed products are covered
in Sections|-1V (chapters 1-24); forestry productsarein Sections1X-X (chapters 44-
49); and fiber and textile products are in Section X| (chapters 50-63).

Special Status of Certain Countries

Under the AA (Articles 15 and 16), the special needs of developing and least-
devel oped countrieswasrecogni zed by granting them special rightsor extraleniency
— termed Specia and Differential Treatment (SDT) — in the implementation of
their policy commitments (see Table1). Ingenera, therates of reduction applied to
tariffsand subsidiesfor devel oping and | east-devel oped countries are lower than the
rates used by developed countries. In addition, their reduction commitments are
implemented over an extended period of time, generally a 10-year period versus a6-
year period for developed countries.

Least-Developed Countries (LDCs). The WTO recognizes as a least-
devel oped country (LDC) any of those countrieswhich have been designated as such
by the United Nations (U.N.).*> Asof April 2005, therewere50LDCsontheU.N.’s
list, 32 of which were WTO members. Eight additional LDCs are in the process of
accession to the WTO. LDCs are exempt from all reduction commitments, but are
required to bind tariffs and domestic support at base year levels.

Developing Countries. The WTO does not have specific and transparent
criteria to designate a country as “developing” or “developed.” Instead, member
countries are permitted to self-designate. Such designation is significant because
developing countries qualify for the benefits of SDT and, asaresult, do not have to
cut their subsidiesor lower their tariffsas much as devel oped countries, plusthey are
granted an extended implementation period to meet their commitments.

Many developed countries have questioned the authenticity of several self-
designated “ developing” countries, and recommend that amore formal procedure be
established before a country is able to benefit from SDT status. For example, using
World Bank data for the 1992-2003 period, 13 WTO member countries that have
claimed SDT status have average GDP-per-capitalevelsat or in excess of the World
Bank’s upper-middle income average GDP-per-capita of $4,586 (in constant 1995
U.S. dollars).*® Four of these 13 countries — Barbados, Gabon, St. Kitts & Nevis,
and Trinidad & Tobago — are listed as * net-food-importing devel oping countries”

13 (...continued)
WCO's website contains links to all internationally available country customs
administrations websites at “ Customs Web Sites” on its |eft-hand side bar.

4 For alisting of the Harmonized Tariff Schedule of the United States, by chapter, see the
U.S. International Trade Commission’s " Tariff Information Center,” at [http://www.usitc.
gov/tatarhts/bychapter/ index.htm].

> For a listing of LDC member countries, see WTO, Understanding the WTO: The
Organization, “Least-Developed Countries,” available at [http://www.wto.org/english/
thewto_e/whatis e/ tif_e/org7_e.htm].

16 Based on CRS calculations from World Bank data: World Development Indicators.
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by the WTO. The remaining 9 countries — Argentina, Bahrain, Brazil, Chile,
Cyprus, Israel, South Korea, Singapore, and Uruguay — have come under some
scrutiny as authentic devel oping countries.

Net Food Importing Countries. Thosedevel oping-country memberswhich
rely on imports for the majority of their food supplies are recognized for special
monitoring under Article 16 of the AA.” The concern is that the reduction of
domestic agricultural support subsidies by developed countries could result inlower
exportsand higher international prices, thereby raisingthefood bill for net-importing
countries with potentially negative effects.

Agricultural Support Commitments

To limit and reduce the amount of distortive subsidies directed to their
agricultural sectors, WTO member countries agreed to disciplines in agricultural
support in three broad areas — domestic agricultural support programs, export
subsidies, and market access— often referred to asthethree pillarsof the AA. Each
of these pillarsis discussed, in turn, below. A general framework for disciplinesin
each of these three areasisoutlined in Table 1.

Domestic Support

Domestic support broadly refersto those agricultural policiesthat operatewithin
acountry soastoinfluenceinternal farm andrural incomes, resource use, production,
and consumption of agricultural products, or the environmental impacts of farming.
Individual WTO member countries reserve the right and may be obligated by their
electorate to use domestic support policies to pursue various national policy
objectives. Asaresult, the AA distinguishes between support programs that have
a direct effect on agricultural production, and those that are deemed minimally
distorting. Theformer arereferred to as“coupled” programs because of their direct
link to production and are subject to limitationsand gradual reduction from historical
baselevels. Incontrast, most indirect support measures—i.e., those policieswhich
are minimally trade or production distorting — are exempted from reduction
commitments.

Domestic Support Subject to Reduction Commitments. Domestic
support deemed to have a“direct effect” on agricultural production is measured by
an index referred to as the Aggregate Measure of Support (AMS).** The AMS
combinesthe monetary value of al non-exempt agricultural support into one overall
measure. The AMS includes both budgetary outlays in the form of actual or

¥ The WTO list (official document G/AG/5/Rev7) of net food-importing developing
countries includes Barbados, Botswana, Cote d'lvoire, Cuba, Dominica, Dominican
Republic, Egypt, Gabon, Honduras, Jamai ca, Jordan, Kenya, Mauritius, Morocco, Namibia,
Pakistan, Peru, Saint Kitts and Nevis, Saint Lucia, Saint Vincent and the Grenadines,
Senegal, Sri Lanka, Trinidad and Tobago, Tunisia, and Venezuela.

8 AMSisdefinedinthe AA, Article 1 (a) and (h). Calculation of the AMSisdescribed in
Annex 3 of the AA.
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calculated amounts of direct payments to producers under various commodity
marketing loan provisions, input subsidies, and interest subsidieson commodity loan
programs, as well as revenue transfers from consumers to producers as a result of
policies that distort market prices.

Intheinitial WTO agreement, 26 countriesmade AM Sreduction commitments.
An additional 9 countries that acceded to the WTO after January 1, 1995, have also
made AMS commitments (as of February 17, 2005) bringing the total number of
countries with AMS commitments to 35 (see Table 2).*° For developed member
countries, the AM Swasto be reduced from a 1986-1988 base period average by 20%
insix equal annual installments during 1995-2000. Developing countries(i.e., those
self-designated countries receiving SDT benefits) agreed to a 13% reduction from
their 1986-1988 base AM S over a 10-year period (1995-2004). LDCs agreed to not
increase support beyond the base period level.

Table 1. Numerical Targets for Cutting Subsidies and Protection

WTO Member Status

Developed  Developing L east-Devel oped
Countries Countries  Countries (LDCs)?

6 years. 10 years:

Implementation Period 1995-2000  1995-2004 None
Domestic Support Reduction:®

-total AMS -20% -13% Bind
Export Subsidy Reduction:®

-subsidized value -36% -24% See

-subsidized quantity -21% -14% Article 9.4°
Tariff Reduction:©

-average for all products -36% -24% Bind

-minimum per product -15% -10% Bind

Sour ce: WTO, WTO Agriculture Negotiations, updated December 1, 2004; availableat [ http://mww.
wto.org/english/tratop_e/agric_e/negs_bkgrnd00_contents_e.htm#download].

8 DCsarerequired to bind (freeze) domestic subsidies and tariffs at base year levels.

®For those countries that acceded to the WTO after January 1, 1995, their implementation period and
reduction rates are specified in their country schedule of commitments.

° The base level for tariff cuts was the bound rate before January 1, 1995; for unbound tariffs, the
actual rate charged in September 1986 (when the Uruguay Round began) was used. The base period
for domestic support (AMS) reductions was 1986-1988. Only the rates for cutting export subsidies
appear inthe AA. The other rates were targets used to calculate individual countries' legally binding
schedules of concessions. Each country’s specific commitments vary according to the outcome of
negotiations and are listed in their respective country schedules. As a result of the negotiations,
several devel oping countries chose to set fixed bound tariff ceilingsthat do not decline over the years.
dArticle 9.4 of the AA includes temporary exemptions for developing countries, allowing them to
subsidize certain marketing and transport activities.

% For a status report on the implementation of domestic support commitments by WTO
members, see CRS Report RL30612, Agriculture in the WTO: Member Spending on
Domestic Support, by (name redacted).
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Domestic Support Exempt from Reduction Commitments. The AA
defines four categories of domestic support that are eligible for exemption from
reduction commitments. These are green box, blue box, de minimis, and SDT
exemptions.

Green Box. Certain types of domestic subsidies that do not distort trade, or
at most cause minimal distortion while achieving various domestic policy goals.
These types of policies, as identified in Annex 2 of the AA, are exempted from
domestic support disciplinesin accordance with Articles 7.1 and 7.2(a). Complying
policies include outlays for such activities as agricultural research and extension,
conservation and theenvironment, rural development, food security stocks, domestic
food aid (e.g., food stamps), farm disaster payments, and structural adjustment
programs. Also exempted are “decoupled” payments, i.e., payments that are not
linked to current production decisions. These specific exemptions arereferred to as
“green” in the traffic-light sense since countries can “go ahead” with these policies
without limit, provided each exempted policy complies fully with its respective
provision in Annex 2.

Blue Box. Any support that would normally be in the amber box is placed in
the blue box if the support also requires agricultural producers to limit production
(Article 6.5). Both crop and livestock production may qualify for this exemption.
There are no limits on blue box spending.

De Minimis Exemptions. Commodity-specific support that is below 5%
(10% for developing countries) of a commodity’s value of production is deemed
sufficiently benign that it does not have to be included in the AMS calculation
(Article6.4). Such commodity-specific support can be evaluated for eachindividual
commodity. Similarly, non-product specific support that is below 5% (10% for
developing countries) of the total value of production for all commaodities may be
exempted from inclusion in the AMS. For countries that have no AMS reduction
commitment intheir schedul es, domestic support islimited totheir deminimisvalues
on both a product-specific and total basis for any given year (Article 7.2(b)).

Special and Differential Treatment (SDT) Exemptions. Certain
domestic investment and input subsidies of developing countries and LDCs are
exempt from support reduction commitments (Article 6.2).

Domestic Subsidy Issues. This subsection identifies some of the major
issues concerning domestic support disciplines that have emerged during the first
decade since the completion of the Uruguay Round. Several, if not all, of these
issues are likely to be addressed during the ongoing Doha Round of negotiations.

AMS Disaggregation. Presently, AMS commitments are calculated on an
aggregate basis. Such aggregation allows subsidies to be shifted between products
in such a manner as to disproportionately favor certain commodities. Some WTO
membershaveargued for disaggregation of AM S ceilingsaccordingto products, i.e.,
to set commodity-specific ceilings within the larger AMS aggregate ceiling. It is
argued that such commodity-specific disciplineswould further liberalization within
individual commodity markets.
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AMS Reduction or Elimination. Now that disciplines have been imposed
on domestic support subsidies, many members are expressing an interest in their
elimination within three to five years for developed countries and nine years for
developing countries. Thiswould bring all countriesdownto their deminimislevels
as spending ceilings. Since most domestic support spending occurs in just a few
developed countries — particularly in the European Union, the United States, and
Japan which account for over 90% of all amber box spending — this argument is
often made by developing countries who suggest that harmonization of domestic
support at de minimis levels would be the most fair solution. In contrast, those
countries which still depend on domestic support subsidies to achieve domestic
policy goals are reluctant to accept their total elimination.

Amber to Green Box Subsidy Shift. Another emergingissueconcernsthe
gradual shift of subsidies away from the market-distorting policies of the amber box
towardsthe“ minimally distorting” policies of thegreen box. Although such subsidy
shifting clearly helpsto achieve one of the major objectives of the Uruguay Round

— i.e, reduce market distortion — many developing countries have complained
about the excessive use of green box and other exemptions by developed countries
in the post-Uruguay Round period. Aslarger volumes of subsidy outlays shift into
the green box, policymakers and trade negotiatorswill likely feel greater pressureto
differentiate between the degree of market distortion caused by various green-box
exempted policies, and to link disciplines more closely with the degree of market
distortion.

Limits on Blue Box Spending. Only seven members have notified using
the blue box exemption — the EU, Iceland, Norway, Japan, the Slovak Republic,
Slovenia, and the United States. Of these, the United Statesis no longer using the
box, but has argued for its retention and would like to qualify counter-cyclical farm
commodity paymentsfor the bluebox. Several devel oped and devel oping countries
contend that, since blue box policies are not fully decoupled, they should either be
eliminated or moved into theamber box. Presently, blue box spendingisnot subject
to any limits.

De Minimis Changes. For those countries with no domestic policy
commitments in their country schedule, domestic support subsidies must remain
within their de minimis ceilings. Many developing countries are subject to the de
minimis ceilings. These countries are beginning to suggest that their de minimis
ceilings should beraised to give them greater flexibility in addressing their domestic
poverty and rural development goals. In contrast, many countries have argued that
devel oped countrieswith large domestic production (most notably the United States)
are ableto avail themselves of high de minimis spending limit exemptions, thereby
avoiding intended disciplines on domestic support.

Export Subsidies

Export subsidies are specia incentives in the form of direct or indirect
compensation provided by governmentsto commercial firmsto encourageincreased
foreign salesof domestic products. Direct export subsidies— explicit cash payments
per unit of product exported — are often used when a nation’s domestic price for a
good is artificially raised above the world market price. The AA imposes limitson
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direct agricultural export subsidies, but not on indirect export subsidies. Indirect
methods of export subsidization includegovernment subsidized financing for exports
(e.g., export credit guarantees), export promotion and information activities, tax
benefits, or other forms of assistance that may lead to lower than normal costs for
exported products.

Types of Export Subsidies. Article9.1 of the AA defines several types of
export subsidies that are subject to limitations and reduction commitments,
including:

e direct export payments by a government to firms, industries, or
producersof agricultural productscontingent on export performance;

e salesor gifts of government stocks at prices lower than acquisition
prices,

e export payments financed through government action, including
payments financed by levies on producers,

¢ subsidies to reduce export marketing costs, including handling and
export-specific transportation; and

e subsidies on goods incorporated into export products (Article 11).

Export Subsidy Commitments. IntheUruguay Round, 25 countriesagreed
to both volume and value reductions in the use of direct export subsidies from a
1986-90 base period (see Table 2).%

e By volume: Developed countries committed to reduce the volume
of subsidized exports by 21% over a six-year period (1995-2000);
devel oping countries committed to a 14% reduction over a 10-year
period (1995-2004).

e Byvalue: Developed countries committed to reduce the value of
subsidized exports by 36% over six years, developing countries
committed to a 24% reduction over 10 years.

e Flexibility acrossyears. The AA providessomeflexibility between
yearsin terms of subsidy reductions (Article 9.2b). A country was
allowed to exceed its export subsidy commitments in any of the
yearstwo through five (1996-99) provided that the total cumulative
value of export subsidies and the cumulative volume of subsidized
exports through the year in question did not exceed the cumulative
amount that would haveresulted under full compliance by morethan
3% in vaueor 1.75% in volume.

Each countries’ schedul e specifiesboth how much can be exported with subsidy
as well as the permitted subsidy expenditure for each listed commodity. A WTO

% For a status report on the implementation of export subsidy commitments by WTO
members, see CRS Report RS20858, Agricultural Export Subsidies, Export Credit, and the
World Trade Organization, by (nameredacted) and Charletanrahan. Also see USDA, ERS,
Agriculture in the WTO, “Export Subsidy Commitments. Few are Binding Y et, But Some
Members Try to Evade Them,” WRS-98-4, Dec. 1998, p. 23.
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member country may not initiate subsidies for commodities that are not in their
country schedule (Article 8).

Exemptions. Members agreed to exempt bona fide food aid transactions
(Article 10.4) and widely available export market promotion and advisory services
from the list of export subsidies. However, members must restrict their use of
exempted export marketing practices that could cause them to circumvent their
export subsidy commitments (Articles 10.1 and 10.3).

Export Credit Intentions. Finally, members agreed to undertake work
towards the devel opment of internationally agreed disciplines to govern the use of
export credit, export credit guarantees, and insurance programs (Article 10.2).

Export Subsidy Issues. Uruguay Round disciplines have greatly reduced
theva ueand volumeof subsidized exportsusedininternational agricultural markets.
Whilethe complete elimination of direct export subsidiesisan obviousgoal, several
thorny issues remain surrounding indirect export subsidies.

Export Subsidy Elimination. The European Union aone accounts for
nearly 90% of al direct export subsidiesused in the post-Uruguay Round period. As
aresult, strong arguments have been made by most WTO members for the compl ete
elimination of direct export subsidies.

Indirect Export Subsidies. A major concern is the genera lack of
transparency or any general agreement onwhichtypesof indirect export subsidiesare
most distortive and should be subject to disciplines. For example, export credit and
credit guarantees are alleged to contain hidden subsidies in the form of extended
repayment periods and bel ow market interest-rate charges on export credit. Several
members argue that export credit should be offered on strictly commercia terms
defined according to criteria such as duration of the credit (e.g., 180 days),
benchmarks for interest rates (e.g., Libor — the London inter-bank offered rate —
plus some markup), appropriate insurance premiums, etc. Also, export restrictions
such asdifferential export taxesthat favor the export of processed products over the
primary commodity can have the same effect as a subsidy on the export of the
processed products.

Export STEs. Some WTO members argue that state trading enterprises
(STEs) or state marketing boards should be subject to explicit WTO disciplines
becausethey: have monopoly power when buying domestic commoditiesfor export,
enjoy government financial guarantees to underwrite their businessrisk, and do not
operate under commercial objectives. However, there is debate among WTO
members about whether STESs are significantly different from large privately-held,
commercial enterprises. Both often have considerable market power, are able to
practice discriminatory pricing across markets, and can be bailed out of financial
difficulties with government funds. Some members argue that multinational
corporations should also be subject to disciplines. Still athird voice in this debate
isfrom some devel oping countrieswho contend that they need STEsto fill inwhere
thelir private sector isstill too weak or underdevel ped to operate commercialy or to
compete against large foreign companies.
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Food Aid. While all members agree that food aid for humanitarian purposes
is essential, there is disagreement over how best to ensure that such aid reaches its
intended reci pientswith minimum harmto local agricultural production and without
unnecessarily pushing out commercial tradefrom those same markets. Also, several
WTO members contend that, in the past, some countries (most notably the United
States) have used food aid as an outlet for agricultural surpluses.

Market Access

Market access refers to the extent to which a country permitsimports. Within
the WTO, market access refers more specifically to the conditions governing tariff
and non-tariff measures agreed to by members for the entry of specific goods into
their markets. A tariff isatax imposed on imports by a government. Tariffs may
be either a fixed charge per unit of product imported (called a specific tariff) or a
fixed percentage of the import value (called an ad valorem tariff). A non-tariff
barrier (NTB) isany government measure other than tariffsthat restrictstrade flows.
NTBs include quantitative import restrictions, variable import levies, discretionary
import licensing, non-tariff measures maintained through state trading enterprises,
voluntary export restraints, and most border measures other than ordinary customs
duties.

Use of trade barriers is often justified under three general reasons: to ensure
domestic food security; to protect impoverished or disadvantaged producers; or to
preserve rura society. With these considerations in mind, the Uruguay Round
established disciplineson tradedistortingimport barrierswhile maintai ning historical
trade volumes and assuring some increased access of agricultural goods into highly
protected markets. The AA also recognized the special needsof devel oping countries
with rules concerning exceptions and specia and differential treatment (SDT) for
market access provisions. These disciplines and provisions are described below.

Committee on Market Access. TheWTO General Council established the
Committee on Market Access (January 31, 1995) with a mandate to: supervise,
facilitate, and monitor the implementation of market access concessions; ensure that
country schedules are kept up-to-date; oversee the content and operation of, and
accessto, aWTO Integrated Database (of tariff data); and to report periodically (in
the form of annual public reports) to the WTO Council on Trade in Goods.*

The AA (Articles 4 and 5) requires adherence to market access commitments
asidentified in each country’s schedule of concessions. Principal among these are
tariff bindings and reduction commitments, as well as tariffication of NTBs. For
those products subject to tariffication (i.e., previously protected by NTBs), special
temporary safeguardswere put in placeto afford protection from unexpected import
surges. For many of these products, tariff-rate quotas were al so established to retain
some vestige of historical protection rates while assuring some increased access to

21 For moreinformation on the committee and itsannual reports, see WTO, “Market Access
for Goods: Work of the Committee on Market Access’ at [http://www.wto.org/english/
tratop_e/markacc_e/markacc_e.htm].
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highly protected markets. Each of these market access commitments are briefly
discussed here.

Tariff Bindings and Reductions. WTO members agreed to bind the
maximum tariff ratesthat may be applied for imported productsat base period (1986-
1988) levels. Asaresult of thisdiscipline, 100% of agricultural products now have
bound tariffs. Member countries are free to apply tariff rates that are below the
bound rate, but may never apply atariff rate in excess of the bound rate without first
consulting with the other members that are most likely to be affected by such a
change and agreeing on some level of compensation (Article 28 of the GATT).

In addition to the binding of maximum tariff rates, member countries agreed to
reductionsin the bound rates. Ingeneral, the bound annual average (aggregate) tariff
was to be reduced by 36% in equal installments over asix-year period (1995-2000)
for developed countries; developing countries were given a 10-year period (1995-
2004). Tariffsonindividual productswereto bereduced by no lessthan 15% during
these same periods.

Tariffication. Tarifficationistheprocessof convertingnontariff tradebarriers
(NTBs) to bound tariffs. Tariffication was done under the AA to improve the
transparency of existing agricultural trade barriers and to facilitate their proposed
reductions. Under Article 4.2, all agricultural NTBs were banned. They were
replaced by ordinary tariffsthat provided an equivalent level of protection. Thiswas
achieved by setting the new tariff at an amount equal to the difference between
internal and external prices existing in the base period (1986-1988). For example,
if under the previous policy domestic priceswere on average about 75% aboveworld
market prices, then the new ad valorem tariff would be set at 75%.

Special Safeguards (SSGs). TheAA contains SSG provisionsput in place
for those products subject to tariffication (Article5). AnSSG’ spurposeisto prevent
disruption of domestic marketsduetoimport surgesor abnormally low import prices.
SSGs allow member countries to impose additional tariffs on agricultural products
if their import volume exceeds defined trigger levels, or if import prices fall below
specified trigger levels. The SSG applies only to productsthat are either (1) subject
to tariffication, or (2) in cases where the country has designated a product aseligible
for the SSG in its country schedule. An SSG can apply only to imports that exceed
tariff-rate quota volumes (see the discussion on tariff-rate quotas below). The SSG
is an aternative to the general safeguard provision of the GATT and is easier to
invoke because it does not require atest of injury or threat of injury.

Asof February 11, 2002, there were 39 WTO members that had reserved the
right to use a combined total of 6,156 SSGs on agricultural products in their
commitments (see Tables 2 and 3).%2

2 The WTO's Committee on Agriculture uses member notifications to produce occasional
reports on the implementation of special safeguards. The most recent version of such a
report isWTO, Special Agricultural Safeguard, G/AG/NG/S/9/Rev.1, February 19, 2002.
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Tariff-Rate Quotas (TRQs). A quotaisa quantitative limit placed on the
importation of aspecific commodity. A TRQ issimply atwo-tiered tariff: alimited
volume (the quota) can be imported at the lower tariff, and importsin excess of the
guota volume are charged a higher, usually prohibitive, tariff. Under the Uruguay
Round negotiations, the quota component was set equal to historical trade levelsto
avoid dramatic disruption of traditiona trade patterns. Where trade had been
minimal, an access quotawas established at ahigher level than the historical average
in order to provide improved access opportunities. As aresult, a TRQ alows for
some minimum access, while assuring protection once that level of access has been
achieved.

TRQ quotas and tariff rates were negotiated on a country- and commodity-
specific basis. Asof March 8, 2002, there were 43 WTO members with acombined
total of 1,425 tariff-rate quotas in their commitments (see Tables 2 and 3).2 The
specific quota and tariff rates are listed in the country schedules. In general, TRQ
guotalevel swere set and were subject to an annual increase based on historical levels
according to the following formula:

e Minimum access. if imports represented less than 5% of domestic
consumption during the base period (1986-88), then theaccessquota
was initialy set equal to 3% of domestic consumption but would
grow to 5% of domestic consumption during the implementation
period; and

e Current access. the access quota was to be no less than the base
period (1986-88) level if imports represented more than 5% of
domestic consumption during the base period.

Special and Differential Treatment (SDT). Special treatment provisions
allow certain countries, under certain conditions, to postpone tariffication up to the
end of the implementation period (to 2000 for developed countries, to 2004 for
developing nations) but subject to strictly defined conditions including minimum
accessfor overseassuppliers. Under the Uruguay Round negotiations, four countries
were granted special treatment provisions: Japan, South Korea, and the Philippines
for rice; and Israel for sheep meat, whole milk powder, and certain cheeses. Japan
and Israel have since given up their “special treatment” rights. However, Chinese
Taipei negotiated for and hasreceived special treatment for ricewith itsaccessionto
the WTO on January 1, 2002.

Under differential treatment, developing countries were allowed longer
implementation periods (up to 10 years) and lower reduction commitmentsin tariffs
(24% average reductions with 10% minimum per product, refer to Table 1). In
addition, some devel oping countriesweregiven extraflexibility in establishing tariff

% The Committee on Agriculture (March 23-24, 2000) directed the WTO Secretariat to
monitor and produce occasional reports on the implementation of tariff quotas and imports
within tariff quotas. The most recent version of such areport is WTO, Tariff and Other
Quotas, TN/AG/S/5, March 21, 2002.
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bindingsin cases where duties were not bound prior to the Uruguay Round.?* LDCs
were al so subject to tariffication and bindings, but were exempt from tariff reduction
commitments.

Market Access Issues. Many Uruguay-Round participants felt that the
market accessconcess onseventually obtained werevery preliminary and represented
only aminimal beginning at opening many agricultural markets. Asaresult of the
use of bound rates substantially above applied rates, “dirty tariffication,”
“megatariffs,” and selective product tariff reductions within aggregate groupings,
agricultural tariffs remain very high for some politically sensitive products in some
countries, thereby limiting the trade benefits to be derived from the new rules. Each
of these issues and terms and other emerging market access issues are briefly
discussed here.

Bound vs. Applied Tariffs. Although tariff bindings and reductions
represented a positive step forward, the base period chosen, 1986-88, was a time of
very high protection levels, thereby contributing to the setting of high tariffs under
tariffication.” In many cases, the bound maximum levels were significantly above
applied rates (the gap is often referred to as “water”). In the process of replacing
NTBswith tariffs, some countries exaggerated their measures of domestic prices or
understated the measures of world prices used, thereby increasing the gap between
domestic and world prices and inflating the new tariff binding — a process called
“dirty tariffication.” Very largetariffs, particularly those much larger than necessary
to protect the difference in domestic and world prices, are called “megatariffs.”
Subjecting bound megatariffs to reductions may still leave the final bound tariff
significantly above the tariff actually applied, thereby having essentially no impact
on trade.

The benefits of a stable tariff regime are not achieved when bound tariffs are
high and tariffs actually applied are manipulated in response to market conditions.
Some members argue that, in order to effect genuine market access gains, either
dramatic reductionsin bound ceilings or setting bound levelsat average applied rates
will have to be made. However, severa countries contend that substantial “water”
or the gap between bound and applied tariffs gives policymakers more flexibility in
determining the level of import duties needed to protect farmers from subsidized
exports.

Flexibility in Tariff Reduction Commitments. Thereductioncommitment
for aggregate tariffs was substantially larger than the reduction commitment for
individua lineitems (36% versus 15%, respectively). This difference has afforded
member countries significant flexibility in retaining tariff protection for agricultural
products deemed politically sensitive. Those tariffs most critical for protection of
domestic agriculture generally are only a subset of the total. As a result, a 36%
average reduction can be achieved either by making rather large cuts in tariffs for

2\WTO, Agriculture: Fairer Marketsfor Farmers, [http://www.wto.org/english/thewto_e/
whatis €/ tif_elagrm3_e.htm].

% USDA, ERS, Agricultureinthe WTO, “Market Access Issues,” WRS-98-4, Dec. 1998, p.
6-13.
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commodities that do not compete with domestic production or by making large
percentage cutsin tariffsthat are already very low, while making only minimal cuts
in politicaly sensitive tariffs. Members seeking greater market access contend that
future reduction rates for individual products should be closer to the aggregate
reduction rate to avoid within-category manipulation of tariffs.

Tariff Escalation. Severa developing countriescomplain that their domestic
agricultural processing sector faces tariff escalation in international markets—i.e.,
higher duties are charged on processed products than on the raw materials. Such
tariff escalation encourages the exporting of agricultural raw materials rather than
processed products, and the affected countries fail to capture the income gains of
value-added processing. These countries argue for greater harmonization between
raw and processed products in order to better permit countries with substantial
agricultural production to be able to capture the value-added from processing.

Rate of Tariff Reduction. While the long-run goal of increasing market
accessthrough lowering of tariffsisclear, thereiswidespread disagreement over the
specific formula for such reductions. Countries with generally low import duties
prefer aformulation that would bring the highest tariff rates down thefastest in order
to gradually harmonize tariffs across member countries. However, those countries
with the highest tariff protection ratesarereluctant to giveup their protection and call
for an approach that uses more egalitarian percentage rate cuts across all tariffs both
high and low. Such an approach would leavetherelative level of protection among
member countries essentially unchanged.

Conversion of Specific Tariffs to Ad Valorem. The concept of
converting specific (per-unit) duties to ad valorem (value based) is widely accepted
as the best approach for ensuring transparency, harmonization, and eventual
reduction of market accessrestrictions. However, theformulation for implementing
such a conversion encounters substantial disagreement over which base prices
(domestic or international) to use to value the per-unit volumes. This issue is
contentious because most members are competing to preserve their current border
protection level. Under tariff conversion, any pricing method that resultsin alower
valuation will also imply a lower tariff rate. However, in May 2005, WTO trade
negotiators appear to have reached a compromise agreement on dealing with this
tariff conversion issue.

TRQ Liberalization. Liberalization concernsloosening the tariff and quota
components of existing TRQs. Some members want to expand quota levels and
reducein-quotatariffsto zeroin order to permit greater market accessand ultimately
reduce all trade barriersto tariffs only. In contrast, some members with protective
TRQs have expressed reluctance to part with the protection that they afford. Over-
guota tariffs are subject to the same issues surrounding tariff reductions in general
(see above discussion on rate of tariff reduction).

% For more information, see CRS Report RS21905, Agriculturein the WTO Doha Round:
The Framework Agreement and Next Steps, by Charles Hanrahan.
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TRQ Administration. Becausein-quotatariffsareusually substantially lower
than over-quota tariffs, TRQ administration essentially involves how a country
rations the demand for accessto in-quotaimports. The administration of over 1,400
TRQs by 43 countries has resulted in widely varying interpretations of WTO rules.
Quotaadministration methods haveincluded auctioning in-quotaimport rights; state
licensing of rights to preferred importers; state trading enterprises with monopoly
control of in-quotaimport rights; first-come, first-serve alocation; or in nearly half
of the cases the quota has been ignored and unlimited imports have been allowed at
or below the in-quota tariff rate.”

Many WTO members are now proposing clarifications of existing rules or
adoption of new disciplines. To facilitate the WTO objective of allowing trade to
occur onacommercial basis, some membersarguethat quotaadministration methods
should be practical, predictable, and transparent; that quotas should be administered
so as to encourage their full use; that unused import licenses should be reallocated
to ensure their use; that allocations to specified or preferred countries should be
phased out; that imports from non-WTO members should be excluded from WTO
guotas; and that auctioning quota shares should be outlawed.

Importing State-Trading Enterprises (STEs). Several members have
expressed particular concern about the role of STEsin administering TRQs. Their
monopoly power and state ownership shelter STEs from open scrutiny and provide
them with the potential to disrupt markets.

Special Safeguard (SSG) Issues. Many export-oriented countries regard
the WTQO’ s SSG provisionsasoverly generous, allowing for their implementationin
situationsthat do not constitutetrueimport surgesor low prices. For example, ayear
of unusually low imports, for whatever reasons (e.g., unusually high domestic
production, etc.), may result in the volume SSG trigger being surpassed in the
following year if imports return to normal or slightly above normal levels. In the
DDA, the United States, the Cairns Group, and many developing countries have
proposed elimination of the SSG.” Severa developing countries have proposed
elimination of SSGsfor devel oped countrieswhile preserving theright of developing
countries and LDCs to continue to use SSGs.

Mandatory Labeling. Advocates say thisis needed to provide information
for consumers and to cover such issues as production methods and traceability.
Opponents argue that labeling is a technical barrier to trade (TBT) issue, not an
agricultural issue and should therefore be handled by the WTO’'s TBT committee.

Geographical Indicators. A geographical indication is a term used to
describe both the origin and characteristics of aproduct, e.g., Parmesan cheese, etc.
Although geographical indications are most frequently applied to agricultural

%" For more information see USDA, ERS, Agriculture Outlook, “Five Y ears of Tariff-Rate
Quotas — A Status Report,” Nov. 2000, p. 22-25.

% The Cairns Group includes Argentina, Australia, Bolivia, Brazil, Canada, Chile,
Colombia, Costa Rica, Guatemala, Indonesia, Malaysia, New Zealand, Paraguay,
Philippines, South Africa, Thailand, and Uruguay.
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products, they are not limited to agricultural negotiations alone. Because of
intellectual property rights and labeling aspects, geographical indications are also
discussed within the TRIPS (Trade-Rel ated Aspects of Intellectual Property Rights)
Council and the Technical Barriersto Trade Committee. Some members, including
the United States, maintain that geographical indications are strictly a TRIPS issue
and should not be included in agricultural negotiations.®

Table 2. WTO Subsidy Reduction Commitments and Provisions
for TRQs and SSGs in Country Schedules, by Member

Reduction Commitments
Export TRQs SSGs
Country? AMS Subsidies | Provisions | Provisions
Yes/No | FIY® # of tariff lines

Norway yes 2000 11 232 581
Poland yes 2000 17 109 144
Iceland yes 2000 2 90 462
European Union yes 2000 20 87 539
Bulgaria yes 2001 44 73 21
Hungary yes 2000 16 70 117
Korea, Rep. yes 2004 67 111
Colombia yes 2004 18 67 56
Venezuela yes 2004 72 61 76
United States yes 2000 13 54 189
South Africa yes 2000 62 53 166
Barbados 36 37
Switzerland-Liechtenstein yes 2000 5 28 961
Costa Rica yes 2004 27 87
Czech Rep yes 2000 16 24 236
Slovak Republic yes 2000 17 24 114
Thailand yes 2004 23 52
Guatemala 22 107
Chinese Taipel yes 2000° 22 84
Canada yes 2000 11 21 150
Japan yes 2000 20 121
Slovenia yes 2000 20

Malaysia 19 72
Panama 1 19 6
Morocco yes 2004 16 374
Philippines 14 118
Ecuador 14

Tunisia yes 2004 13 32
Romania 13 12 175
Israel yes 2004 6 12 41
Mexico yes 2004 5 11 293
El Salvador 11

2 For more information on thistopic, see CRS Report RS21569, Geographical Indications
and WTO Negotiations, by Charles Hanrahan.
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Reduction Commitments
Export TRQs SSGs

Country? AMS Subsidies | Provisions | Provisions
China 10
Nicaragua 9 21
Croatia yes 2004 9
Dominican Rep 8
Latvia 4
Lithuania yes 2005 4
New Zeadland yes 2000 1 3 4
Indonesia 1 2 13
Australia yes 2000 7 2 10
Brazil yes 2004 16 2
Chile 1
Namibia 166
Swaziland 166
Botswana 161
El Salvador 84
Ecuador 7
Uruguay 3 2
Argentina yes 2004
Cyprus yes 2004 9
F.Y.R.Macedonia yes 2003
Jordan yes 2006
Moldova yes 2004
Papua New Guinea yes 2004
Turkey 44

(# of countries) Total (35 (35) [(25) 430 (43) 1,425 (39) 6,156

Sour ce: WTO official documents: TN/AG/S/13 (January 27, 2005) for AM Sreduction commitments;
TN/AG/S/8/Rev.1 (January 31, 2005) for export subsidy reduction commitments; TN/AG/S/5(March
21, 2002) for TRQs; and G/AG/NG/S/9/Rev.1 (February 19, 2002) for SSGs.

®Datais sorted by number of TRQ provisions (in descending order) to provide indication of degree
of import protection.

bA blank equals“no.”

‘Final implementation year. In general, developed countries had a six-year implementation period
(1995-2000) and devel oping countrieshad ani ne-year implementation period (1995-2004). Members
that acceded after January 1, 1995, negotiated their implementation period in their country schedule.
“ChineseTaipei joinedtheWTO on January 1, 2002; however, accessi on negotiationswere compl eted
well in advance of itsaccession (for political reasons, Chinese Taipei could not enter the WTO before
Mainland China). Duringitsaccessionnegotiations, Chinese Taipel committed to compl etethe phase-
down of itstotal AMS by 2000.
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Table 3. Product Category by
Harmonized System Nomenclature

Code Product category

TRQs$ SSGS® Harmonized System Nomenclature

# of tariff lines

Ceredls 226 1,089 1001-08, 1101-04, 1107-09, 1901-05
Oil seeds, fats and oils and 129 712 1201-08, Ch.15 (except 1504), 2304-
products 06
Sugar and confectionery 59 298 1701-4
Dairy products 183 728 0401-6
Animals and products thereof 258 1,356 0101-06, 0201-10,1601-02
Eggs 21 74 0407-8
Beverages and spirits 35 329 2009, 2201-08
Fruit and vegetables 370 831 0701-14, 0801-14, 1105-06, 2001-08
Tobacco 13 73 2398
Agricultura fibers 20 13 5001-03, 5101-03, 5201-03, 5301-02
Coffee, tea, mate, cocoa and 58 280 0409-10, 0901-10, 1801, 1803-06,
preparations; spices and 2101-06, 2209
other food preparations
Other agricultural products 53 373 Ch.05 (except 0509), 0601-04, 1209-
10, 1211-14, 1301-02, 1401-04,
1802, 2301 (except 2301.20), 2302-
03, 2307-09, 2905.43-44, 3301,
3501-05, 3809.10, 3823.60, 4101-
03, 4301
Total of al products 1,425 6,156

Source: WTO official documents: TN/AG/S/5 (March 21, 2002) for TRQs; and
G/AG/NG/S/9/Rev.1 (February 19, 2002) for SSGs.

*TRQ = tariff rate quotas.
SSG = special safequard.
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Review of the Implementation of Commitments

To provide for monitoring and compliance of WTO policy commitments, the
Uruguay Round established a Committee on Agriculture (Article 17) and assigned
it the duty of reviewing progress in the implementation of individua member
commitments (Article 18.1).

Committee on Agriculture

The Committee on Agriculture meets quarterly to review the progress in the
implementation of commitments negotiated under the Uruguay Round or, for
countries that joined after the Uruguay Round’'s conclusion in 1994, the
commitments agreed to during WTO accession negotiations. This review process
wasto be undertaken on the basis of notifications submitted by membersin the areas
of market access, domestic support and export subsidies, and under the provisions
of the AA relating to export prohibitions and restrictions. The Committee on
Agriculture aso provides a forum for the discussion of problems or issues
surrounding the compliance of natification obligations, and annually produces a
report on the status of country notifications.*

Notification Requirements

Each WTO member country was expected to routinely submit notification
reports on the implementation of the various commitments (Articles 5.7, 12.1(b),
18.2 and 18.3). Such notification reports were to be undertaken in accordance with
a clearly defined timetable and a common format (see Table 4 for details).* In
summary, each member country was expected to submit to the WTO those
notifications relevant to the specific policy commitments in their country schedule
asfollows:

e aninitial one-time notification detailing tariffs and quotas for each
specific commodity;

e an annual notification of imports made under tariffs and quotas,

e ad hoc notification of the implementation of any special safeguard
(SSG);

e an annual notification indicating the use made of SSGs;

e an annual netification of subsidy outlays made under scheduled
reduction commitments on domestic support — as measured by the
AMS — both in the aggregate and on a product-specific basis,
including all subsidy and price information necessary for the

% For the 2004 report, see WTO, Committee on Agriculture, General Council Overview of
WTO Activities (2004), G/L/719, Nov. 19, 2004, available at [http://docsonline.wto.org].

3 WTO, Notification Requirements in Respect of Subsidies Under the Agreement on
Subsidies and Countervailing Measures and the Agreement on Agriculture, GIAG/W/13,
Nov. 15, 1995; and WTO, Notification Requirements and Formats Under the WTO
Agreement on Agriculture, PC/IPL/12, Dec. 2, 1994. Both reports are available at
[http://docsonline.wto.org].
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calculation of the AMS, as well as all subsidy outlays exempted
from the AMS calculation;

e ad hoc noatification of any changes in the policy environment
relevant to the implementation of its policy commitments,

e an annua notification of subsidy outlays made under scheduled
reduction commitments on export subsidies, both in the aggregate
and on a product-specific basis;
annual notification of total exports,
annual notification of total volume of food aid by donor countries,
and

e ad hoc notification of any potential negative effects experienced by
LDCsand net-food importing countries resulting from WTO policy
reforms.

Table 4. List of WTO Member Notification Requirements under
the Agreement on Agriculture

Who Frequency
Must ———————
Table Label Table Contents Notify Annual Other

(See notes below for details)

Market Access (MA)

Table MA:1 Implementation of tariff and other quota 1 2
commitments

Table MA:2 Imports made under tariff and other quota 1 3
commitments

Special Safeguard (SSG)
Table MA:3 Implementation of volume-based SSG 4 5
TableMA:4 Implementation of price-based SSG 4 6 5

Current Total Aggregate M easure of Support (AMS)

TableDS:1 Current total AMS 7 8

Supporting TableDS:1  Green Box Outlays 11/ 7 8

Supporting Table DS:2  Special and Differential Treatment 7 8
Measures 11/

Supporting Table DS:3  Direct Payments Under Production- 7 8
Limiting Programs (Blue Box) 11/

Supporting Table DS:4  Calculation of the Current Total AMS 12/ 7 8

Supporting Table DS:,5  Product-Specific AMS: Market Price 7 8
Support

Supporting Table DS:6  Product-Specific AMS. Non-Exempt 7 8

Direct Payment
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Who Frequency
Must ———
Table Label Table Contents Notify Annual Other

(See notes below for details)

Supporting Table DS:7  Other Product-Specific AMS and Total 7 8
Product-Specific AMS 12/

Supporting Table DS:8  Product-Specific Equivalent 7 8
M easurements of Support

Supporting Table DS:9  Non-Product-Specific AMS 12/ 7 8

Table DS:2 New or Modified Domestic Support 9 10

Measures Exempt from Reductions

Export Subsidy Commitments

TableES:1 Export Subsidy Outlays, Quantity 13 8
Reduction Commitments, and Food Aid
Quantity

Supporting Table ES:1  Outlay and Quantity Reduction 13 8
Commitments

TableES:2 Notification of Total Exports 14 8

Supporting Table ES:2  Developing Country Members using 15 8

Article 9.1 (d) or (e) Export Subsidies
Table ES:3 Total Volume of Food Aid 16 8

Export Prohibitions and Restrictions
Table ER:1 17 18

Possible Negative Effects on L east-Developed Countries and Net-Food I mporting
Countries

Table NF:1 List of potential negative effects from 19 20
WTO policy reforms

Source: WTO, “Notification Requirements and Formats,” G/AG/2, June 30, 1995; available at
[http://docsonline.wto.org/]. Under the Agreement on Agriculture the notification requirement for
domestic support, tariff and other quotacommitments, and export subsidiesisunder Article 18.2; the
notification requirement for special safeguard provisions is under Article 5.7; the notification
requirement for food aid is under Articles 10 and 18.2; the notification requirement for export
restrictionsis under Article 12.1(b); and the notification requirement for possible negative effects of
WTO policy reformsisunder Article 16.2.

Notes:
1.  Required of all Members with tariff and other quota commitments recorded in Section |-B of
their Schedules.

2. A comprehensive one-time notification on the administration of quotas (Table MA:1) should
be submitted upon accession, followed by the ad hoc notification of any changes in their
administration not later than 30 days following the change.

3. Anannual notification showing imports under tariff and other quotas (Table MA:2), should be
submitted no later than 60 days following the year in question.
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Required of all Members who have reserved the right in their Schedules to use Special
Safeguard Provisions under Article 5 of the AA.

A notificationintheformof TablesMA:3 and MA:4 should be made asfar aspracticable before
implementing an SSG for the first time in any year with respect to each product, and in any
event within 10 days of the implementation of an SSG.

An annual notification in the form of Table MA:5 should be made indicating the use of the
special safeguard provisionsin any year, submitted no later than 30 days following the year's
end. Where the special safeguard provisions have not been invoked in any year, a statement
to this effect should be made.

All Members (except least-devel oped Members) must notify annually. For Members with no
base and annual commitment levels as shown in Section | of Part IV of their Schedule, the
Committeemay, at the request of adevel oping country Member, set asidethisrequirement other
than in respect of Supporting Tables DS:1to DS:3. Least-developed Members should submit
Supporting TablesDS:1to DS:3 every two years. Where no support exists, a statement to this
effect should be made.

To be submitted no later than 120 days after the year in question.

All Memberswith base and annual commitment levels as shown in Section | of Part |V of their
Schedule.

No specific timetable is given for notification of Table DS:2.
M easures exempt from reduction commitment.

There are no specific instructions or guidelinesincluded inthe DS Supporting Tablesregarding
the calculation of de minimis support levels. Product-specific de minimisare usually reported
in Supporting Table DS:4 or Supporting Table DS:7. Non-production-specific de minimisis
normally reported in Supporting Table DS.9.

Required of all Members with base and annual commitment levels shown in Section I of Part
IV of their Schedule. Members with no base and annual commitment levels should submit a
statement confirming that no export subsidies exist (no later than 30 days after the year in
question).

All Members with base and annual commitment levels shown in Section |1 of Part IV of their
Schedule, plus Members that are significant exporters of designated products (i.e., Members
with global market shares of at least 5%) as identified in the WTO report G/AG/2/Add.1, 16
October 1995.

“Developing” countries using exempt export subsidies (Article 9:1(d) and (e)) of the AA.

All food donor Members.

Any Member instituting an export prohibition or restriction covered by Article 12 of the AA
(except developing country Members which are not net exporters of the product concerned).

A notification should be made as far as practicable in advance of the measure being taken.

All Memberswhich provide food aid and technical or financial assistance to Least-Developed
and Net Food-Importing Developing Countries.

A notification should be made at |east annually and no later than 60 days following the rel evant
period.
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Trade Policy Review

In addition to the various notification requirements, transparency in the
implementation of policy commitments was further ensured by the establishment of
a formal trade policy review mechanism (TPRM).*> Under the TPRM, a Trade
Policy Review Body (TPRB) — comprised of the WTO General Council operating
under special rules and procedures — was established to carry out reviews of each
member’ s trade policies and practices at regular intervals.® The reviews also take
into account each country’ swider economic and devel opmental needs, their policies
and obj ectives, and the external economic environment that they face. Each review
culminatesin a published report.* The TPRB also prepares an annual overview of
devel opmentsintheinternational trading environment which impact the multilateral
trading system.® All WTO members are subject to review under the TPRM. The
impact of individual members on the functioning of the multilateral trading system,
definedintermsof their share of world tradein arecent representative period, isused
as the determining factor in deciding on the frequency of reviews (see Table 5).

Table 5. Frequency of Trade Policy Review for WTO Members

Time Interval Which Members

2 years The 4 members with the 1% through 4™ largest shares of total
world trade (currently the European Union, the United
States, Japan, and Canada).

4 years The next 16 members with the 5" through the 20" largest
shares of total world.

6 years All other members except for |east-devel oped countries.

Greater than 6 years L east-devel oped country members.

The objective of the TPRM isto contributeto improved adherence by members
to WTO disciplines and commitments, and to achieve greater transparency in, and
understanding of, the trade policies and practices of members. It is not, however,
intended to serve as a basis for: the enforcement of specific obligations; dispute
settlement procedures; or imposing new policy commitments on members. The
reviews are essentially peer-group assessments, although much of the analysis and
report writing is done by economistsin the WTO Secretariat’ s Trade Policy Review

2 WTO, The Legal Texts, “Marrakesh Agreement Establishing the World Trade
Organization, Annex 3.

% For more information, see WTO, “Trade Policy Reviews. Ensuring Transparency,” at
[http://www.wto.org/english/tratop_e/tpr_e/tpr_e.htm].

% For more information and alist of availabletrade policy review reports, see WTO, Trade
Policy Reviews, at [http://www.wto.org/english/tratop_eftpr_e/tpr_e.htm].

% WTO, The Legal Texts, “Marrakesh Agreement Establishing the World Trade
Organization, Annex 3(F).
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Division. The member under review participates in both the review and the
preparation of the review report.

Special Provisions of the AA

In addition to the AA’ s disciplines on subsidies and market access, members
also agreed to provisions concerning the conduct of international trade, aswell asa
provision for continuation of the reform process.

Peace Clause. Article13 exemptscertain policiesthat comply withthe AA’s
reguirements and with country schedules from being challenged under the WTO'’s
rulesand procedures governing the settlement of disputes. For example, with respect
to amember’ sdomestic support commitments, so long asthelevel of support for any
specific commodity remains at or below the level of support received during the
benchmark year of 1992, Article 13 provides protection from WTO dispute
settlement proceedings even if the actual support level exceeds the member’s
commitments for any given implementation year. The intention of Article 13isto
alow WTO members sufficient time to comply fully with their commitments,
recognizing that some policies may take several yearsto bring into full compliance
due to the dynamics of each country’s internal political process. Article 13 asks
members to use “due restraint” in bringing charges against another member for
noncompliance. For thisreason, Article 13isreferred to asthe*Peace Clause.” The
protection afforded by the AA’s Article 13 expired at the end of 2003.

Continued Reforms. Under Article 20, members committed to start
negotiations on continuing the reform at the end of 1999 or the beginning of 2000.
Thisprocesshassincebeeninitiated inthe multilateral trade round know asthe Doha
Development Agenda (DDA). For more information on current agricultural
negotiationsin the DDA, see CRS Report RS21905, Agriculture in the WTO Doha
Round: The Framework Agreement and Next Steps, by Charles Hanrahan.

Related Agreements in the Final Act

The Final Act also included several agreements that were specifically singled
out for recognition within the AA because of their importance in conducting
international trade in agriculture.

Sanitary and Phytosanitary Measures. One of the lega texts that
emerged from the Uruguay Round wasthe Agreement on the Application of Sanitary
and Phytosanitary Measures (SPS).** The SPS agreement imposed disciplinesonthe
use of measures to protect human, animal, and plant life and health from foreign

% For the official text of the SPS agreement, see The Legal Texts (1999). The SPS
agreement is also available at [http://www.wto.org/english/docs_e/legal_e/legal_e.htm].
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pests, diseases, and contaminants.®’ It was established to prevent countries from
using arbitrary and unjustifiable health and environmental regulations as disguised
barriers to trade by increasing transparency of countries SPS regulations and
providing improved means for settling SPS-related trade disputes. Article 14 of the
AA states that members agree to recognize the SPS agreement.

Consultation and Dispute Settlement. Under the Uruguay Round,
members agreed to a new process — referred to as the Dispute Settlement
Understanding (DSU) — for settling disputes among WTO members as el aborated
in Annex 2 of the Final Act.® Article 19 of the AA states that members shall apply
the provisions of the DSU to consultations and the settlement of disputes.®

3" For more information on the SPS agreement, see USDA, ERS, Agriculture in the WTO,
“Implementation of the WTO Agreement on the Application of Sanitary and Phytosanitary
Measures,” WRS-98-4, December 1998, p. 27-33.

% For the official text of the Final Act see, The Legal Texts: The Results of the Uruguay
Round Multilateral Trade Negotiations, Cambridge University Press, ©World Trade
Organization 1999. TheFinal Actisalso availableat [http://www.wto.org/english/docs e
legal_e/legal_e.htm#finalact].

% For more information on the DSU, see CRS Report RS20088, Dispute Settlement in the
World Trade Organization: An Overview by Jeanne Grimmett; and USDA, ERS, Agriculture
intheWTO, “ Improvementsin WTO Dispute Settlement,” WRS-98-4, Dec. 1998, pp. 36-40.
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