16. Trade: Export Subsidies and Agriculture [257]
“In agriculture, we are equally committed to substantially reducing trade-distorting domestic
support and to the parallel elimination by the end of 2013 of all forms of export subsidies, as
well as the establishment of effective disciplines on all export measures with equivalent effect,
as agreed in Hong Kong.”
Trade777

Background
At the Doha Ministerial Conference held in November 2001, participants implemented the Doha
Declaration, launching a new trade round to establish a fair and market-oriented trading system by
778
preventing restrictions and distortions in world agricultural markets.
The Fifth WTO Ministerial
Conference was held in September 2003 in Cancun, Mexico. The Ministerial ultimately collapsed after
the QUAD countries (US, EU, Japan and Canada) failed to reach an agreement with the G-20 bloc of
developing countries (including Brazil, India and China). Nevertheless, the leaders of the G8 countries
understand the importance of assisting less developed countries in their trade capabilities in order to
779
promote economic growth and alleviate poverty.
On 1 August 2004, WTO members adopted a General Council decision on the Doha Work Programme,
informally known as the Framework, which established a framework for placing the Doha Development
Agenda (DDA) back on track for completion by 2006. Under the package, industrialized countries
agreed to major concessions that they had previously resisted in Cancun. Wealthy states, in particular
the EU, agreed to place all trade distorting agricultural subsidies on the table for discussion and
committed to making significant cuts; wealthy countries agreed to a ‘down payment’ on this deal in
the form of an immediate 20% reduction in total current trade distorting agricultural subsidies
beginning with the implementation period of a new WTO agreement; LDCs (including approximately
25 African states) received an agreement in principle to receive increased market access while
maintaining the right to shelter their domestic industries; and three Singapore Issues (foreign
investment, competition policy, and government procurement) were dropped from the DDA with the
fourth (trade facilitation) kept on in the understanding that it would only result in a clarification and
simplifying of current agreements. In exchange, developing countries agreed to further open their
markets to manufactured imports and agreed to continue negotiations on a deal regarding trade in
780
services.
The recent WTO Hong Kong Ministerial Conference (2005) set out to renew the resolve to complete
the Doha Work Programme after a failure in previous efforts to achieve a viable consensus on
reductions to export subsidies and domestic supports in agriculture tabled at the Doha (2001) and
781
Cancun (2003) Conferences.
The conclusion of the Hong Kong Conference made progress in establishing a credible commitment
782
and end date of 2013 for full compliance.
Members of the G8 recently reaffirmed this commitment
at the St. Petersburg Summit (2006), in terms of specific projected results and rule-making to correct
and prevent restrictions and distortions in world agricultural markets. This is to be achieved by
reductions, and the ultimate elimination, of all forms of export subsidies, and substantial reductions in
783
trade-distorting domestic support by the date set out in the Hong Kong Ministerial.
Team Leader: James Meers
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Assessment
Interim Compliance Score
Lack of Compliance

Work in Progress

Full Compliance

Canada
France

+1
-1

Germany
Italy

+1
-1

Japan
Russia

+1
0

United Kingdom

+1

United States

0

European Union

0

Overall

+0.22

Canada: +1
In 2006, the Canadian government reaffirmed its earlier commitment to "continue to support an
ambitious outcome in the Doha negotiation"784 in the upcoming WTO meeting. Despite its
disappointment in the suspension of negotiations on 24 July 2006, soon after the St. Petersburg
Summit, the government stated that it "welcomes the steps being taken to re-engage and move the
Doha Round of WTO negotiations forward."785 In particular, the Minister of International Trade, David
Emerson, stated that “Canadian agricultural producers and processors, as well as other manufacturers
and service providers, would benefit from the expanded market access that the Doha Round was
aiming to achieve.”786 However, the Minister of Agriculture and Agri-food Canada, Chuck Strahl, also
added that Canadian interest would still include its support for the domestic protection for dairy,
poultry and egg sectors through the supply management system.787
On 22 September 2006, Canada as one of the 18 agricultural exporting countries of the Cairns Group,
issued a joint statement urging major players including the U.S., EU and other countries to “take the
necessary steps to resume negotiations no later than November.”788 In response to the results of the
Cairns Group meeting, Strahl reiterated Canada’s support for renewed Doha talks, measuring the
suspension as “a setback for Canada.” He also indicated Canada’s willingness to cooperate with the
Cairns Group and other WTO members to achieve “strong results for our agricultural sector” which
would be required to “include both export oriented and supply managed industries.”789 In December
2006, Emerson and Strahl issued a joint statement reaffirming Canada’s position: "[the] supply
management system is not on the negotiating table. This government has consistently defended our
supply managed sector at the WTO."790
Although Canada has demonstrated an unyielding position on its supply management system, it has
instituted major changes in the area of grain marketing. The present Canadian government led by
Prime Minister Stephen Harper, is currently acting upon its platform promise made in January 2006 to
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eliminate the Canadian Wheat Board’s (CWB) monopoly over the sale of wheat and barley.791 The CWB
is the largest grain marketer in the world, accruing an annual revenue of USD4 billion and controlling
20% of the international wheat market.792 While the existence of CWB did not violate the GATT
agreement, it has recently been the subject of various WTO disputes due to its monopolistic
structure.793 Canada’s efforts to dismantle the CWB signal a significant effort on the part of
government to respond to such disputes. In September 2006, Strahl established a task force to
"recommend options on the way forward in implementing marketing choice for western wheat and
barley."794 The task force published a report in December recommending the Canadian Wheat Board
Act be repealed in conjunction with a timed phase-out program aimed to dismantle the CWB
monopoly, beginning with barley in January 31, 2008 and wheat in July 31, 2008.795
The federal government’s plan to dismantle the CWB monopolistic structure to open up Canada’s
wheat market has attracted strong domestic opposition. As a federal election looms in the coming
spring, it remains unclear whether the federal government could follow through with the elimination of
the CWB. While no changes will be made to the supply-management system in the near future, the
Canadian government has taken a first step in reducing domestic trade-distortion in agricultural
products. As a result of its proposal to eliminate the CWB’s monopoly, and its commitment to the
Doha negotiations, Canada receives a +1 score, indicating full compliance.
Analyst: Loretta Yau

France: -1
France has not complied with its G8 commitment undertaken at St. Petersburg to reduce domestic
agricultural support measures and simultaneously eliminate export subsidies. President Chirac’s
government remains committed to the 2003 reforms in the Common Agricultural Policy (CAP) of which
France is a major beneficiary.796 Describing the agricultural sector as “Europe’s vocation,” Chirac is
endorsing the conversion of large tracts of farm land to production of vegetable-based fuels and
chemicals which serve to enhance the viability of the sector.797 Government inducements are provided
for farmers to convert crops as well as research and development in expanding a non-food agricultural
industry.798
In August 2006 in an endeavour to continue trade talks after the failed Doha Round in Hong Kong
(2005), French Agriculture Minister Dominique Bussereau visited non-subsidized farms in Australia.799
Australian Federal Agriculture Minister Peter McGauran offered advice drawn upon his country’s
successful experience in eliminating agricultural support measures. In response, Bussereau defended
France’s domestic subsidies insisting that its agricultural sector is part of a regional social framework
and ultimately contributes to French culture.800
In 2006 France made no major cuts nor implemented any policy initiatives aimed at reducing
agricultural subsidies. In light of this, France has registered a compliance score of -1.
Analyst: Kathryn Kotris
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Germany: +1
In 2006 Germany has taken significant steps to reduce export subsidies and trade-distorting domestic
supports. In September 2006, Germany agreed to full transparency of expenditures in its agricultural
sector under the Common Agricultural Policy (CAP).801 The EUR43 billion support-market related
expenditure and direct payments in 2007 “will be disclosed only after the review of the EU-budget and
the CAP Health Check” for transparency.802 The movement facilitates a shift on the part of Germany
and some other nations, toward greater overall transparency of EU support systems and subsidization
in agricultural products: “Transparency has become even more important now that subsidies have
been decoupled from production.”803
Germany’s pro-active stance to reduce agricultural subsidization in Europe was recently summarized in
a statement published by Germany’s Federal Ministry of Food, Agriculture, and Consumer Protection:
“Member States will be obliged to cut direct payments beginning in 2005 (2005: 3%, 2006: 4%, as
from 2007: 5%) in favour of the development of rural areas.”804 Further, the BMLEV Federal Organic
Farming Scheme intends to also reduce governmental supports for organic farming in the next three
years: “The BMELV budget earmarked around EUR20 million for 2005. Another EUR20 million has also
been earmarked for the 2006 federal budget. The scheme is to be continued until 2010 with EUR16
million in 2007 and with EUR10 million per year from 2008 to 2010.”805
On the international stage, Germany has made attempts to provide low-income countries with a
donation of EUR1 million to compensate for the continued existence of protectionist policies in the
multilateral trading system.806 On 2 October 2006, the German Chancellor Angela Merkel issued an
announcement that Germany is “open to the idea of forming a trans-Atlantic free-trade zone between
Europe and the United States.”807 In 2006, Germany’s stated efforts to increase CAP transparency,
direct cuts in domestic subsidies, and efforts to support multilateral trade liberalization justify a full
compliance score of +1.
Analyst: Mila Khodskaya and Igor Churkin

Italy: -1
Italy has not complied with its St. Petersburg commitment to reduce export subsidies. As a member of
the European Union, Italy is a party to all trade negotiations undertaken by the EU. Yet, despite the
efforts of EU negotiators to find an acceptable framework for the reduction of subsidies, Italy has
sought ways to continue to protect key commodities and sectors of the economy.
Italian elections held in April 2006 resulted in a new majority for a coalition government led by Prime
Minister Romano Prodi.808 Although the new centre-left administration has committed to large-scale
policy reform, reductions in domestic supports and export tariffs on agricultural products have been
excluded from the reform agenda. Furthermore, no major effort has been carried out in 2006 to
address this issue. Italy has therefore, been unable to fulfill its commitments agreed to at the St.
Petersburg Summit and receives a score of -1, indicating non-compliance.
Analyst: Kathryn Kotris
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Japan: +1
The Japanese government has exerted a noticeable effort to revive stalled Doha negotiations, focused
mainly on pressuring the United States and the European Union to compromise on a subsidy reduction
agreement. Japan’s attempts to restart Doha trade talks has most recently been demonstrated in a
meeting between Japanese Agriculture Minister, Toshikatsu Matsuoka and WTO Director General,
Pascal Lamy.809
As of April 2007, Japan's Ministry of Agriculture has announced it will implement a new system for
pricing wheat which will link import costs to market prices two to three times a year, in lieu of the
current practice of annual price fixing.810 The new system marks Japan’s first change major change in
pricing policy in 59 years. The move to link wheat prices to market movements will change that status
of grain to that of an "ordinary commodity," such as rice.811
Japan has also recently agreed to eliminate billions of dollars in farm subsidies, in part to stimulate
suspended talks on trade by setting an example for other regions to follow. In what would be highly
beneficial for Australian farmers in particular, the Asia-Pacific bloc, including the US, China and Japan,
are strongly in favour of reopening trade talks by making "deeper reductions in trade-distorting farm
support" in their own respective countries.812 However, Japan's new Prime Minister, Shinzo Abe, has
demonstrated little political will to deliver an Australia-Japan FTA that contains substantial concessions
on agriculture.813 Apart from this recent setback in negotiations, in 2006 Japan has worked hard to
revive trade talks and has implemented important initiatives to dismantle domestic trade distorting
mechanisms. Japan thus receives a score of +1 for full compliance.
Analyst: Ryan Fang

Russia: 0
Russia registers a score of 0, indicating partial compliance with its St. Petersburg commitment to
reduce trade export subsidies and improve agricultural market access. Russia is the only G8 member
excluded from global trade negotiations, which includes the Doha Round, since it is not a member of
the WTO. However, in 2006, the Russian government unilaterally reduced total agricultural subsidies
by 44 percent from 16 billion rubles to 9 billion rubles per year.814 According to the Russian Minister of
Agriculture, Aleksei Gordeev, it is necessary for the government to invest at least 1 trillion rubles to
re-equip the agricultural industry.815 Gordeev has stated: “It is time for us to reach with our partners
conclusions about how we will build a common agricultural balance in order to ensure fair competition
in Russian markets.” 816
The Russian government has consistently confirmed the necessity of providing equal competitive
conditions for trade in agricultural products.817 At present, Russian farmers are “…less reliant on
government decisions because they realize that their success depends on their own actions…”818
Russia has indicated that upon accession to the WTO, as scheduled on 1 January 2008, it intends to
further reduce tariffs in accordance with Doha agreements: “The weighted average rate of Russian
duties on agricultural products will decrease by about 3 percentage points. Similar reduction will be
placed on the import tariffs of manufactured goods.”819
Analyst: Elena Bylina and Adrianna Kardynal
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United Kingdom: +1
The UK registered full compliance with its St. Petersburg commitment to reduce trade-distorting
domestic supports in agricultural products.
In his speech on January 2007, the Secretary of State for Environment, Food and Rural Affairs David
Miliband announced the UK’s long-term plans for agriculture indicating that the future: "role of
government is to create opportunities and contracts, not protectionism and subsidies…I see an
inevitable process of trade liberalization, with huge pressure to cut subsidies and end restraints on
trade."820 In his speech, Miliband declared that all state subsidies to farmers for food production would
end by 2020, and that farmers that use greener practices that protect the environment may be eligible
for government assistance.821 The effect of this policy is to establish stricter conditions for agricultural
subsidies introducing a shift that promotes sustainable methods of farming with an objective to
simultaneously invest in production and the environment: “The word subsidy carries a negative
connotation; it reeks of charity at best and protectionism at worst; but the payment on contract to
farmers of public funds to deliver public goods, notably environmental goods of landscape,
biodiversity, carbon storage, flood prevention, should carry a positive value not a negative one.”822
The UK has also demonstrated a strong political will in advocating cuts to agricultural subsidization in
Europe. Following the suspension of Doha negotiations in July 2006, the UK has placed noticeable
pressure on the EU to establish a timeline for reform to its Common Agricultural Policy (CAP): “Despite
the useful progress made since 2003, the CAP still retains many aspects which pull down farm
competitiveness and which stifle innovation and efficiency…We should address these issues in
2008.”823 The UK has also worked hard with other countries to revive trade negotiations on
agriculture. On 28 November 2006 Chancellor Brown met with US Treasury Secretary Hank Paulson,
renewing commitments to address the growth of international protectionism.824 The UK is hoping that
the Trade Minister Meeting at the World Economic Forum at Davos in July 2007 will be a turning point
in negotiations.825
Although there have been no immediate reductions in trade distortions and domestic supports in
agriculture since the St. Petersburg Summit, the UK’s announcement of eliminating all agricultural
subsidies by 2020 and their efforts to advocate greater trade liberalization with other nations,
particularly the EU, are indicative of cooperation and compliance with its commitments. The UK thus
receives a score of +1.
Analyst: Loretta Yau

United States: 0
The United States has partially complied with its St. Petersburg agricultural subsidies commitment.
Although the United States has recently held talks with trade representatives from Brazil, the
European Union, and Japan since the collapse of Doha in July 2006, there are no indications that the
U.S. intends to carry out dramatic reductions in its trade-distorting domestic supports and subsidies in
the foreseeable future.826 In a recent meeting with WTO Director-General Pascal Lamy, U.S. Trade
Representative Susan Schwab expressed future expectations for a trade deal to be met as negligible:
"Are we near a breakthrough? No. We've got a long way to go for a breakthrough.”827 The probability
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of establishing a major agreement that would include the United States before the summer appears
bleak unless it is conceded to the existing U.S. trade negotiating authority before it expires in July
2007.828
In negotiations, the United States has offered to reduce its current USD23 billion farm subsidies down
to USD19 billion per annum but has faced opposition from the G20 and EU which demand a much
lower subsidy cut within a range of USD12 billion and USD15 billion per annum, respectively.829 The
United States has demonstrated reluctance to adhere to such concessions unless other members,
particularly the EU, reciprocate by reconciling issues of agricultural protectionism.830 At the Cairns
meeting in September 2006, U.S. Agriculture Secretary Mike Johanns stated: "We're willing to be at
the table and negotiate our way through this…We're willing to cut our subsidies, but the EU has to be
more flexible."831 The U.S. rigidity on their position of reciprocal negotiations was further echoed by
Schwab: “We are disappointed but we will not be deterred. Last October, the United States took a risk
that’s associated with leadership by putting on the table a major agricultural offer, expecting that it
would be reciprocated by similarly bold moves by others. That hasn’t happened yet.”832 Although the
United States has continued to show optimism and political will in working with other trade partners
and the WTO to revive the discussions on agriculture, the U.S. yet to make any significant reductions
in domestic trade supports and agricultural export subsidies and thus it warrants a score of 0 for
partial compliance.
Analyst: Ryan Fang

European Union: 0
Since Doha talks were suspended in July 2006, efforts to resolve trade differences between the EU and
other WTO members have proven unsuccessful. In previous multilateral meetings of trade ministers in
Australia and Brazil, the EU advanced proposals to open its agricultural markets, which European
Trade Commissioner, Peter Mandelson, says would lead to significant access to its agricultural
markets.833 The EU, however, has demonstrated reluctance in making such trade concessions unless
other members, particularly the United States, and the Cairns Group, can reciprocate by reconciling
issues of market protectionism for agricultural and industrial goods and services. In a recent
statement in December 2006, Mandelson has stated that the EU offer to eliminate export refunds in
agriculture must be matched by a phasing out of all forms of export subsidization by other members:
''We have received no matching offer from Australia, New Zealand, Canada and the U.S. We shall
proceed in parallel or not at all.''834 In 2007, EU efforts to revive trade talks have gained some
momentum with scheduled talks arranged in Washington on 8 January 2007 between Mandelson, EU
Commission President Jose Manuel Barroso, and Schwab.835 Mandelson and Schwab will also meet
with other leading WTO ministers at the World Economic Forum in Davos on 24 January 2007, in a bid
to revive the negotiations.836
In October 2006, the EU made some progress in addressing its St. Petersburg commitment with an
approval by the EC to improve transparency in farm subsidy payments by introducing a central
database of all individual recipients of EU agricultural, regional and cohesion funds beginning in
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2008.837 Despite the EU’s recent efforts at negotiation and shift toward greater transparency however,
there are major indications that existing fault lines between pro-liberal and protectionist factions of EU
members will result in an inability to achieve consensus on substantial reform of agricultural policy in
2006-2007.838 In a statement issued on 29 September 2006, Finnish Minister of Agriculture and
Forestry Juha Korkeoja succinctly summarized this fracture: "We are on the same line and same
direction but we differ on speed…The northern European EU-15 group is in favour of more speedy
liberalisation than the southern group…".839 The EC’s announcement in September 2006 at the
European Agriculture Minister’s meeting that radical reform to CAP is not likely to occur until the next
budget period expires in 2013, only exacerbating hopes for immediate reform.840
Although the EU has exerted some effort to cooperate with other WTO members to establish new
agreements in 2006, unless significant reductions in domestic trade supports and agricultural export
subsidies are eliminated, the EU has achieved only partial compliance, thus warranting a score of 0.
Analyst: James Meers
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