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Introduction

In mid September (10th-14th), trade negotiators will meet in Cancún, Mexico, to take stock of on-going negotiations following the Doha Development Round launched in November 2001.  The agenda is broad and complex, but agriculture is set to be the major stumbling block during the talks.  No other issue, with the possible exception of the TRIPS/public health negotiation, reflects divergent perspectives among developing and developed countries as clearly as agriculture, nor does any have the power to make negotiators as defensive of their interests.

Background 

Despite the adoption of an Agreement on Agriculture (AoA) at the creation of the WTO, trade in agricultural commodities is amongst the most protectionist and distorted trade sectors.  Negotiations for further liberalisation started at the beginning of 2001 and were later incorporated into the single undertaking1 of the Doha Development Round.  So far, negotiations have made little headway and a vital deadline (31 March 2003) for the adoption of "modalities"2, or commitments by countries, was missed.  The unofficial reason given by all parties was the late adoption of the Mid Term Review of the EU’s Common Agricultural Policy (CAP).  However, although CAP reform is important for trade talks, in fact there is an atmosphere of distrust around the negotiating table that seems difficult to dispel.  Developing countries believe that the big trading powers are abusing loopholes in the system to get away with paying large subsides to their farmers, whereas developed countries think they are being asked for too many concessions, in particular from large developing countries, that might actually be competitors in food exports.

At this stage, one thing is clear: not even a Uruguay Round style "Blair House Agreement"3 among the US and the EU will help to overcome the deadlock - the rules of the game have changed and the big trading blocs will no longer get their own way at the expense of developing countries.

Key players in Cancun

The Cairns Group:  The Cairns Group represents a mix of developed and developing countries, comprising most of the big agricultural exporters.  These countries are the most vociferous in pushing for further liberalisation of trade in agriculture.  The group includes Argentina, Australia, Bolivia, Brazil, Canada, Chile, Columbia, Costa Rica, Guatemala, Indonesia, Malaysia, New Zealand, Paraguay, the Philippines, South Africa, Thailand and Uruguay.

The European Union: The EU has become the focus of criticism in almost every area of the negotiations, often with good reason.  The much-awaited Mid-Term Review of its Common Agricultural Policy failed to meet its trading partners’ expectations.  The reforms grant EU Member States a flexibility that makes radical reductions in production-linked subsidies in most member states unlikely, fail to address the sugar sector and make little progress on the dairy regime - key sectors for developing countries.

The United States:  Although a major exporter, the US is not a member of the Cairns Group, and provides considerable domestic support to its farmers under the Green Box4 as well as export credits.  The US proposal for reform of agricultural trade does not address the $180 billion that the recently adopted Farm Bill (2002) plans to spend on farmer’s support over the next 10 years, or the reduction of, or amendment to, export credit and food aid provisions.

Friends of Multifunctionality: A loosely associated group whose core support comes from Japan, Norway, South Korea and Switzerland (Elements of multifunctionality can also be found in the EU's positions).  Multifunctional agriculture describes an approach to agriculture that goes beyond production-related measures, to consider the broader benefits to society provided by the sector (e.g. landscapes, wildlife, clean water).  The Friends of Multifunctionality consider that farmers should be paid for providing these broader benefits, which are also known as "non-trade concerns" (NTCs).

Like-Minded Group:  These countries seek more liberalised agricultural sectors in developed countries while seeking additional protection for themselves.  The heart of the Like-Minded Group proposals has been grouped into what is called the Development Box5.  These countries are Pakistan, the Dominican Republic, Cuba, Honduras, Haiti, Nicaragua, Kenya, Uganda, Zimbabwe, Sri Lanka , El Salvador (and occasionally India).

Key Issues, Key Battles

Negotiations in Cancún will focus on a number of key issues ranging from the level of domestic support to the fate of export subsidies in the future Agreement on Agriculture.  The trickiest issue by far will be market access and determining the reduction of tariffs in developed as well as in developing countries.  High tariffs are the main way that countries with heavily subsidised agricultural markets, such as the EU, the US and Japan, have to protect their domestic production from competitively priced imports.  However, high tariffs are also the way that developing countries could protect themselves from dumping of over-production from developed countries.  Several radical proposals from developing countries go in that direction and suggest, either through a comprehensive Development Box or a simpler mechanism, imposing additional duties on imports of agricultural products benefiting from subsidies.  Also at stake is the protection of staple products for food security through high tariffs.  

The RSPB supports the safeguard of domestic production through import tariffs to address food security concerns and to protect sustainable production. 

Linked to the question of market access is the issue of preferential tariffs that African, Caribbean and Pacific (ACP) and other developing countries currently enjoy for their exports, mainly to the EU market.  These preferences will be lost through liberalisation, and could represent huge economic shortfalls and risks of poverty in the affected countries.  Others standing to lose out from liberalisation are the Least Developed Countries (LDCs) and Net Food-Importing Developing Countries (NFIDCs), that have so far benefited from cheap world food prices resulting from subsidised production.  

The RSPB believes that these countries should be offered unconditional financial assistance in adjusting to new market conditions and should also be assisted in diversifying their economies, in particular through the elimination of tariff escalation6 in developed countries.  We also advocate the use of preferential tariffs linked to sustainable production methods.

Another focus during the Cancún talks will be that of Non-Trade Concerns (NTCs).  High on the agenda will be geographical indicators (GIs) for food products, labelling, animal welfare and strong precautionary measures to guide food safety rules.  

The RSPB supports a strong interpretation of the precautionary principle for environmental reasons.  At the same time, we would like to see certification and labelling tools accepted in the WTO for sustainably produced agricultural products.

Notes for Editors:

1. Single undertaking: Refers to the requirement that the Round of negotiations will not be concluded until negotiations have finished on all issues.  In practise, this means that even areas that are not a priority for all members are going to be settled.  However, it also enables trade-offs among completely unrelated negotiating areas.

2. Modalities: Modalities are the commitments undertaken by governments in an agreement (e.g. a modality for export subsidy might call for a 60% cut over five years).  The negotiations now in progress are all about modalities.  Modalities determine what is forbidden, what is allowed and how things should change.

3. Blair House Agreement: A bi-lateral agreement between the US-government and the European Commission on export subsidy and domestic subsidy reduction commitments in the Uruguay Round of multilateral trade negotiations.  This agreement was subsequently imposed on virtually all countries who participated in the Uruguay Round, the round of GATT negotiations that led also to the creation of the WTO.

4. Amber, Blue and Green Boxes: Green Box payments are unlimited disbursements to farmers linked to environmental programmes, food security concerns, infrastructure developments, etc.  The Amber Box includes producer payments and other domestic subsidies that governments have to reduce but not eliminate.  Blue Box support is direct unlimited payments to farms that are linked to production-limiting programs with fixed baselines.  The talks in Cancun will focus on the elimination or substantial reduction of Amber and Blue Box support and on a tighter definition and extension in scope of Green Box payments.

5. Development Box: The proposal for the creation of a Development Box was put forward by the Like-Minded Group as a catch-all for measures designed to meet their specific agricultural challenges.  These include, inter alia, the protection of staple crops, the need to protect local producers from dumped imports and excessive fluctuation in import volumes and price and the need for increased flexibility in the trade rules to allow developing countries to mange liberalisation more carefully.

6. Tariff escalation: Tariff escalation means rising tariffs scales associated with the degree of processing.  The practice protects higher-paid processing industries, discriminating against the development of processing capacity in developing countries. 

Additional Notes:

· Harbinson draft: The draft of the modalities or commitments of governments for the negotiation of the new Agreement on Agriculture, issued by the Chairman of the agricultural negotiations at the WTO, Stuart Harbinson.  The draft attempts to reflect a compromise drawn from the government negotiating positions submitted since the start of negotiations.  The Chairman released the draft under his personal responsibility, i.e. governments were under no obligation to accept it as a basis for negotiation.  Responses from governments have not been warm and no country has yet accepted it as a basis of negotiation.

· Formulas for tariff reduction: The Uruguay Round formula, favoured by the EU, cuts tariffs on an average basis, allowing countries to protect sensitive products from high tariff cuts.  The US and Cairns Group supported the so-called “Swiss formula” for tariff reduction, which results in deeper cuts on higher tariffs.  The approach chosen in the Harbinson draft is a mixture of the two, in that it cuts high tariffs by a larger percentage, but through a series of three bands.
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The RSPB is the largest wildlife conservation organisation in Europe with more than a million members.
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