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I. Introduction

1.
The DDA agricultural negotiations have almost stalled following the failure of the Cancun Ministerial Conference last year. Recently the WTO member countries resumed talks but the prospects for completing the negotiations within the agreed deadline of December this year are not very optimistic. 

2.
From the viewpoint of Korean farmers, one of the reasons for the continued deadlock over the agricultural trade liberalization is that the major players of the negotiations are unfairly asking minor groups of countries to sacrifice their own interests. The agricultural modalities drafts proposed so far including the ‘Derbez Text’ reflected mostly exporting countries’ interests. The drafts were too ambitious, placing excessive burdens on importing countries. A desirable and successful text on the agricultural modalities should be balanced enough to ensure that agriculture in each country can harmoniously coexist.  

3.
Along this line, this paper aims to explore the need for coexistence of different forms of agriculture in the DDA agricultural negotiations and examine the desirable directions that the negotiations should seek to be successful. 

II. Why Coexistence of Agriculture in the DDA Agricultural Negotiations?

4.
The agricultural sector includes great diversity in production conditions worldwide. The diversity can be attributed to natural and physical conditions, social and cultural backgrounds, and institutional conditions.

5.
Reflecting their respective production conditions, the agricultural sector of some countries is dominated by small subsistence farmers while other countries by large-scale commercial farmers, which ultimately leads to differences in agricultural production costs within and among countries. However, unlike in the manufacturing sectors, the narrowing of the cost difference is practically impossible in the agricultural sector and even if possible, it would take a considerable time. 

6.
While most countries have common objectives in implementing their agricultural policies, such as the stabilization of agricultural prices and the enhancement of farmers’ income, individual countries give different priorities to different policy concerns or objectives. For instance, exporting countries like the US attach their policy priorities to agricultural exports and increased access to the markets of importing countries. On the other hand, importing countries including Japan and Korea put more emphasis on ensuring food self-sufficiency and food security through domestic production. The difference in agricultural policy priorities among countries results from the unique circumstances surrounding agriculture, producers and consumers as well as the country’s past experiences with food and agriculture. Therefore, the policy objectives to which each country attaches more importance in consideration of their specific situations are legitimate. 

7.
The levels of agricultural support are different among countries. And it was the case even before the UR negotiations, which placed agriculture under the multilateral trade rules for the first time. The level of agricultural support, in general, depends upon the agricultural structure and developmental stages of each country, and the importance of the agricultural sector in the economy. Developed countries with good fiscal conditions provide relatively high levels of support while the levels of agricultural support given by developing countries with budgetary constraints are relatively low. However, it needs to be noted that even developing countries with tight fiscal conditions may recognize over time the need to increase their levels of support in case of improved financial situations or accelerated economic development, or for the reasons of agricultural policy objectives. 

8.
Due to the differences mentioned above, it is inevitable that countries have conflicting yet legitimate concerns in the ongoing process of the multilateral agricultural policy reform. However, it is important to note that most of the legitimate concerns of individual countries cannot be satisfied by a rise in agricultural imports resulting from increased trade liberalization. Rather, such concerns can be better addressed by maintaining domestic agricultural production and its resource base, which would likely be damaged or disrupted by an increase in agricultural imports. Therefore, harmonious coexistence of various forms of agriculture should be ensured in agricultural policy reform.

9.
If a new agricultural agreement is negotiated only in pursuit of increased market orientation of the world agriculture resulting in substantial increases in market access and significant reductions in domestic support, it would seriously endanger the agricultural sector of developing and importing countries. If domestic agriculture were crowded out by increased imports, the country would have to pay considerable socio-economic costs. Likewise, non-trade concerns (NTCs) of agriculture would also fade away if domestic production were not maintained. Although individual countries give different weight to individual elements of NTCs, one can agree that the NTCs have been generated and developed within each country over the years and enjoyed exclusively by the people. Accordingly, it needs to be stressed that NTCs are one of the most important components of agriculture that should not be undermined in the process of agricultural trade liberalization. 

10.
In view of the diversity of agriculture, policy priorities and the levels of support among countries, the coexistence of various forms of agriculture should be ensured while pursuing agricultural reform. To this end, a new agricultural agreement should establish a set of rules and disciplines that allow individual countries to have sufficient flexibility to design and implement policies to address their own legitimate trade and non-trade objectives. 

III. Assessment of the UR Agreement on Agriculture

11.
Before assessing the URAA, we need to recall the background for the launch of the UR agricultural negotiations. As you know, the UR was originated largely out of the needs of developed and exporting countries in late 1980s to reduce domestic expenditures on their highly protected agricultural sector and to facilitate the disposal of an ever-increasing internal surplus of food and agricultural products. 

12.
These countries asserted, in the name of promoting world trade liberalization and raising global welfare, that agriculture should also be absorbed into the GATT system. It is not surprising, therefore, that the entire process and the final results of the UR agricultural negotiations had been driven by developed and exporting countries. The assessment of the URAA, which I will now summarize, is closely related to these underlying characteristics of the UR agricultural negotiations.

13.
First, the URAA is unbalanced and biased in favor of developed and exporting countries. The URAA is focused on lowering border protection, which has had detrimental impacts on importing countries, and reducing domestic support, which has more adversely affected developing countries because the levels of their internal support during the base period were much lower than those of developed countries. In fact, according to the FAO statistics, the agricultural trade balance of food exporting and developed countries has improved in general with the URAA coming into effect, while net food-importing and developing countries have experienced a drastic increase in food imports and their agricultural trade balance has deteriorated to a large extent
. Korea, as a net food-importing country, has experienced substantial deterioration in the terms of trade for farm households and a widening income gap between urban and rural areas, largely due to the sharp increase in agricultural import.
14.
Moreover, under the URAA, developed countries were allowed to continue to provide a large amount of subsidies, albeit at a decreasing annual rate, for the agricultural sector while developing countries were not permitted to give financial support to the agricultural sector more than their base total AMS (Aggregate Measure of Support), which was already at very low levels. 

15.
Second, the URAA undermines food sovereignty of member countries. Food sovereignty is the right of each country to maintain and develop its own capacity to produce the people’s basic food while respecting the productive and cultural diversity. Under the URAA, however, member countries were mandated to provide minimum market access (MMA) even for those commodities that do not need to be imported since internal production nearly equaled or exceeded domestic consumption during the base period. 
16.
Third, the URAA does not give due consideration to NTCs of agriculture such as environmental conservation, economic viability of rural communities, and rural amenities. Although the Preamble to the URAA states that the NTC shall be taken into account in the agricultural reform process, few specific provisions of the URAA actually embrace it. It is notable that the criteria of the Green Box under the URAA is so strict that only a few member countries used the Green Box measures such as public stockholding for food security purposes.
 

17.
Fourth, the URAA has no specific provisions to effectively regulate arbitrary actions by exporting countries, such as export prohibitions and restrictions, or export taxes. As a result, food can be used by developed and exporting countries as an instrument for economic sanctions or political pressure, at any time they want. 

IV. Desirable Directions of the DDA Agricultural Negotiations

18.
In accordance with Article 20 of the UR Agreement on Agriculture, WTO member countries have undertaken the DDA negotiations to continue the multilateral agricultural reform process. Article 20 represents an obligation to continue the reform process but it does not necessarily mean that the process has to be finalized by reaching the long-term objective of substantial progressive reductions in support and protection in the current negotiations. Furthermore, Article 20 stipulates that the extent of the reductions in support and protection should be determined, taking into account the experience from implementing the UR commitments, the effects of the UR commitments on world agricultural trade, non-trade concerns and special and differential treatment to developing countries.

19.
Given this and in light of the need for coexistence of different forms of agriculture, WTO member countries have to stick to the following principles in the current negotiations. First, it should be recognized that all countries, both exporting and importing countries, have their own legitimate concerns for agriculture. Second, one party should not require a greater sacrifice than another party in the negotiations and the burden of carrying out the reform should be placed upon member countries in an equitable way, as referred to in the Preamble. Lastly, sufficient flexibility should be ensured to allow individual countries to implement policies to address their own legitimate concerns.

20.
Based on these principles and from the perspective of Korean farmers, I would like to touch upon desirable directions to which the DDA agricultural negotiations should seek in the selected negotiating areas. 

1. Market Access 

21.
In the area of market access, the framework of tariffication adopted at the UR should be maintained in order to facilitate a consistent agricultural reform process. In addition, market access commitments should be made in accordance with what each member country can accommodate, taking into consideration non-trade concerns and each member country’s different situation. For these reasons, a flexible and gradual approach is required in market access. 

22.
Tariff reduction commitments should be set in a way that recognizes the different situations of individual countries, and thereby enables every country to participate in the reform process. Most of the import restriction measures have been eliminated since the UR, leaving tariffs as the main border protection measure, and the level of tariffs has been lowered substantially. As such, further substantial tariff reduction may bring about tremendous damage to the agricultural sector in a number of countries. Therefore, the gradual and flexible approach based on Uruguay Round formula should be employed in tariff reduction. In particular, special consideration should be given to the key staple crops in market access commitments, taking into account non-trade concerns including food security.  
23.
And more importantly, there should be no tariff capping, which was proposed by the “Derbez Text” on the framework for the agricultural modalities, because the current levels of agricultural tariffs of each country are the legitimate result of converting all non-tariff trade barriers to tariffs and reducing their levels in accordance with the process of tariffication. Therefore, the proposed combination of tariff-rate quotas increases and drastic tariff cuts for high-rate tariff lines are hardly acceptable as it unfairly requires a greater sacrifice of importing and developing countries. Speaking of the so-called “blended tariff reduction approach,” Korean farmers are of the view that the application of the UR formula should remain the rule and the harmonization formula the exception. And in case of applying the harmonizing formula, the tariff line to which it would apply should be able to be freely selected by each country. 

2. Domestic Support

24.
Agricultural reform is a long-term process and each country, based on the spirit of the UR Agreement, has been converting domestic support measures that affect production or trade to non- or minimally distorting Green Box measures. In order to ensure that such reform is carried out consistently, the framework of Amber Box, Blue Box and Green Box should be kept.

25.
Given the different developmental stages and conditions among member countries, each country should be able to implement agricultural policies that fit its domestic production. To this end, each country should be able to provide a certain level of support, even if it influences production and trade. In this sense, the level of domestic support subject to reduction commitments should be gradually reduced on an aggregated basis within a scope that each country can accept. 

26.
And since market situations are always subject to changes, countries can face situations where they have to modulate the levels of support among products, or to introduce new Amber Box measures. Therefore, it is essential to allow a certain level of flexibility and along this line, the Uruguay Round formula, which I believe can address diverse agricultural situations of each country and unpredictable agricultural market situations, should be maintained.
27.
Concerning the proposed harmonization
 of AMS among countries, it is quite unbalanced as it largely reflects the interests of a limited number of countries, such as the US, whose levels of current total AMS are much lower than annual AMS ceilings. Those countries would be little affected by such a method of AMS reduction since their actual levels of AMS would not have to be reduced. 

28.
Obviously, however, the proposed AMS harmonization method would put a large burden on the agricultural policy implementation of countries, such as Korea, whose levels of actual AMS expenditures have been nearly the same as their annual bound AMS levels during the UR implementation period. As you might know, Korea’s domestic support for farmers is relatively insignificant in distorting world markets since Korea is not an agricultural exporting country and most of Korean farmers are small-scale subsistence farmers. In light of this, Korean agriculture would most likely be disrupted if Korea has to make a drastic AMS reduction in accordance with the proposed AMS harmonization among countries.

29.
In this context, the proposed AMS harmonization is not realistic, giving little consideration to the progress made in the agricultural policy reform that each country has undertaken as a result of the UR agricultural negotiations

30.
When it comes to the Green Box, its criteria and scope need to be more flexible. Member countries have had difficulties in designing and implementing policy measures to promote the NTCs of agriculture such as food security and environmental conservation because the Green Box provisions under the URAA do not give sufficient consideration to NTCs. Considering the Green Box measures are non- or minimally trade distorting, therefore, the scope and criteria of Green Box should be made more flexible so that NTCs can be effectively addressed. 

3. Export Competition

31.
The area of export competition should be disciplined by more appropriate trade rules as export subsidies have more direct and larger adverse effects on the world markets than domestic support measures. Particularly, in making export subsidy reduction commitments, it should be considered that export subsidization by rich exporting countries is detrimental to market access for developing countries exporting to the world markets. 

32.
Since agricultural imports can play an important role in contributing to the food security of importing countries given the prospect for increased trade liberalization in agriculture, effective and binding rules and disciplines on export restrictions or embargoes should be established in the DDA agricultural negotiations. 

V. Concluding Remarks

33.
The DDA agricultural negotiations should not be one-sided and not overly ambitious in order to ensure harmonious coexistence of agriculture. The multilateral agricultural policy reforms can be successful only if they are carried out in a gradual and flexible manner with all countries fully participating in the negotiations. To this end, we need to balance the interests between exporting and importing countries as well as between developing and developed countries in the current negotiations. 
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� This requires a higher (lower) reduction rate for a country with a higher (lower) level of AMS.
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