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The Uruguay Round Agreement on Agriculture (URAA) broke new ground by applying
disciplinesto practices that had never been subject to effective internationd restraints. The scope of its
policy and commaodity coverage substantially exceeded that of earlier trade rounds. Itsimportance,
however, lies more in precedent and principle than in performance. No dramatic burst of trade growth
followed the Round, nor did the United States share of agriculturd trade rise.

The Context

The URAA was not, of course, begun or ended in avacuum. Recall some of the politica
factors and market fundamentda's that motivated the United States as the last round was launched,
negotiated and concluded.

Large surpluses and depressed prices characterized most commodity markets during much
of the period.

After the halcyon days of the 1970s, U.S. agricultura exports had declined. In addition to
such factors as a srong dollar and high loan rates, many farmers and government officids
blamed foreign subsidies and trade barriers for the decline.

Exporting countries that provided fewer subsidies to producers than the United States or the
European Union emerged as aggressve advocates for opening markets and cutting
subsidies.

Centra to these “Cairns Group” exporters complaints was an export subsidy war that
pitted the United States Export Enhancement Program (EEP) againgt the EU’ s export
reditutions. At the height of this globd fire sde, some milling qudity wheet was sold to East
European markets at prices aslow as $70 per ton.



At the same time, the United States faced farm-spending cutbacks, with the promise of
more to come. Similar budget pressures had built in Europe. Internationd negotiations
offered a means of leveraging the likely farm support cuts into multilatera reforms.

The CorePrinciple

The centrd ingght of the URAA was that agricultura policies of al types had the potentid to
digtort trade under certain circumstances and were therefore a fit subject for international disciplines. If
governments pursued policies whose predi ctable result was to encourage excess production of
commodities, with resultant surpluses exported into world markets with price-depressing effects, that
was not merely a domestic matter but something in which trading partners had alegitimate interest.

Thisingght now seems a commonplace. However, it was not the operating principle for
agriculture under the pre-URAA Generd Agreement on Tariffsand Trade (GATT). Nor wasit easly
accepted by the nations that negotiated the Uruguay Round.

Away From Exceptionalism?

To subject agriculturd policies more comprehensvely to internationd disciplinesisto make
agriculture conform more closdy B though by no means perfectly B to rules that have long gpplied to
indudtrid goods. In this sense, the Uruguay Round diminished the sense of agriculturd uniqueness B
“agricultural exceptionalism,” as some U.S. political economists have puit it.!

The ideatha agriculture is different from dl other industries hdps to explain the domestic
policies of many countries, where agriculture is subject to more than norma government intervention and
assgance. Theideaimplicitly pervaded GATT law and practice before the Uruguay Round. The
tendgon over agriculturd exceptionaism can be found even in contexts that have little to do with
government B for example, the tensons that sometimes arise in rurd communities between generdly
older farm operators who see farming as away of life, and younger, more aggressive and expanson-
minded operators who see it as abusiness like any other.

To many observers of the Uruguay Round who thought themsdves far-sghted at the time, the
Round seemed to move with history’ stide. Nationd policies would, over time, treet agriculture less and
less as aunique way of life and more and more as an industry with no specia clams on the common
wed. Inaworld with less government intervention, the comparative advantage of U.S. producers
would cometo thefore. Therefore, the URAA was headed in the right direction.

Over asufficiently long period of time, this forecast may il prove correct. However, the
recent debate in Sedttle over the term “multifunctiondity” illustrated that many countries remain
committed to avison of agriculture that involves much more than the production, marketing and
digtribution of goods. In addition, the response of nationd governments B especidly the United States



B to the current farm downturn raises questions about how vaid the underlying assumptions of the
URAA remain.

The URAA Requirements

The basic requirements of the URAA are well known, and | need not trouble this audience with
alengthy recitation. Briefly, the round imposed requirements in three areas related to support and
protection:

Mar ket Access. The URAA required the conversion of dl non-tariff barriersto tariffs, and the
binding of these and other tariffs. Existing and new tariffs were to be reduced by an average 36%
on an unweighted basis over the Sx-year implementation period beginning in 1995, with no tariff cut
lessthan 15%. The URAA required the creetion of minimum access import opportunities where
imports had been less than 5% of domestic consumption during the 1986-88 base period. For
gmilar stuations where imports were more than 5% of consumption, countries had to maintain
current (existing) access opportunities. Both current and minimum access opportunities were to be
afforded through tariff rate quotas (TRQs), with minimum access quotas rising from 3% to 5% of
domestic consumption during the implementation period.

Domestic Support: Countries agreed to categorize, measure, and limit domestic support.
Measures presumed to distort trade the most were classified in an “amber box,” capped (in the
aggregate for each country) at the 1986-88 level, and reduced by 20% over the Six-year
implementation period. (The requirements were different for developing countries) Non-trade
distorting measures were exempted from reductionsin a“green box.” Some amber box payments
related to production-control programs were exempted from reduction through a so-caled “blue
box.”

Export Competition: The URAA requires countries to reduce their volume of subsidized exports
by 21% over the Six-year implementation period, while reducing the vaue of export subsdiesin the
same period by 36%. (Again, requirements are less stringent for developing countries) The
URAA defined export subsidiesin relaively broad terms, as subsequent case law has confirmed,
though there were exclusions for bona fide food aid and some other measures?

| mplementation

The implementation of the URAA disciplines has received mixed reviews. The easiest subject
to ded with is domestic support, since the domestic support commitments generaly did not require
countries to do anything they had not dready done. Support had been extraordinarily high during the



1986-88 base period, and both the United States and Europe had aready begun to scale back their
farm programs. Since they received credit for what they had dready done, neither the U.S. nor the EU
had to make specific policy changes to comply with domestic support commitments. The fact that these
commitments were made in the aggregeate rather than on a commodity-by-commodity basis further
eased the task.®

Export subsdy commitments have generdly been honored, though it isfair to say that countries
have taken advantage of any loopholes they could find.* The United States, for instance, felt that
Canada had changed its dairy policiesin such away asto circumvent its commitments, and aWTO
pand recently agreed. It isaso fair to observe that the world has moved on, and the subsidy limits have
been aless dramatic factor in the market than many might have expected. High world grain pricesin
1996, for example, caused the EU to convert its export restitutions into taxes for awhile, to the chagrin
of its customers and the probable delight of its competitors. The United States, meanwhile, concluded
that the EEP was either unnecessary or actualy counterproductive and has largely stopped using it, even
though we would il be entitled to do so if we chose.

Market access commitments suffered from “dirty tariffication,” the process of exaggerating prior
protection levelsin order to justify higher equivaent protection going forward. They dso suffered from
the tendency of countries to make the lowest tariff cuts in the most sengtive products, which logicaly
were the ones where foreign suppliers saw the most opportunities. Since tariff reductions did not have
to be weighted by trade volumes or on any other bas's, it was possible to comply with the letter of the
URAA through deep percentage cuts in tariff lines that were dready low and lesser cutsin the more
sengtiveitems. Thus, some commodities may have ended up with more protection after the round than
before.”

Precedent, Not Perfor mance

Mog andysts of the URAA conclude that its sgnificance lies more in the precedents it
edtablished than in the trade gainsiit directly caused. A spesker a a conference like thisis dways
tempted to dissent from received opinion, if only to get atention.

Neverthel ess, sometimes the conventiona wisdom is conventiona becauseitiswise. Inthis
casg, it is pretty difficult to argue that the Uruguay Round dramatically changed the fundamenta course
of world agriculturd trade patterns B a subject to which | will return. It is possible to argue, though,
that the Round made a dramatic change in the rules of engagement, in ways that favor low-cost
producers and encourage more open trade and more transparent policies.

The URAA enghrined the principle that domestic support should not distort trade, and to the
extent it does, it must be subject to some upper bound.

The URAA hemmed in the ability of developed countries to export their domestic surplus



problems onto world markets, through its understandable and enforcegble limits on subsidized
tonnages and subsdy values.

Through tariffication, the URAA enshrined the concept of trangparency in border measures,
replicating an earlier achievement of the GATT that paved the way for more open tradein
manufactured goods.

| have said that these principles, generdly spesking, have not yet had dramatic effects in the redl
world of buying and sdling commodities. However, that is not to say they have had no effect.
Consider three examples.

The detailed definitions of export subsdiesin the URAA, and the requirement to creste a
schedule of subsidies and reductions, means that you hide your subsidies a some substantia
risk. Canada, as mentioned earlier, redesigned its dairy policies and argued that the new
programs were not export subsidies. The United States and New Zealand argued otherwise
and prevailed before aWTO pand. Canadamay now be vulnerable to asmilar chadlenge on
some of its other palicies, including those for egg products. By the same token, the dairy case
raises the specter of a challenge to some U.S. policies, notably the peanut program, that have
features in common with the Canadian dairy system.

A volume-based quota gives a government near-absolute control over the volume of lega
imports. However, a TRQ does not afford quite the same level of certainty. The over-quota
tariff rateisset a aleve that is prohibitive under norma circumstances, with the expressaim
that the TRQ will keep out unwanted imports just as surely as did the old quota. But if
circumstances are not normal, the TRQ may not work quite asintended. The United States
briefly faced this Stuation in its sugar market earlier in the year. World sugar prices had falen
dramaticaly while protected U.S. prices had not, increasing the aways-wide gap between U.S.
and world prices to an unprecedented level. Since the over-quota tariff on Mexican sugar
under the North American Free Trade Agreement is dready less than the most-favored-nation
(MFN) over-quota tariff, imports of Mexican sugar became (and remain) ared factor in the
U.S. sugar balance sheet. Some imports entered, others apparently awaited the further
reduction in the over-quota tariff to take effect with the new year. Subsequently, the world
price rose alittle and the U.S. domestic price fell substantialy, so that over-quotaimports no
longer made sense. But they might do so again.

Findly, congder the URAA limits on total amber box domestic support. These limits have often
been consdered irrdlevant. However, the limit for the United States during 2000 is alittle under
$20 hillion. The U.S. Aggregate Measure of Support (AMS, the tota of amber-box measures)
includes the vaue of our programs for peanuts, sugar and dairy, plus the growing volume of loan
deficiency payments (LDPs) for grains, cotton, and oilseeds. It does not include income
support payments under the so-called “freedom to farm” law, the Federa Agriculture



Improvement and Reform Act of 1996 (FAIR Act). The status of “Market Loss Assstance”
(MLA) emergency payments legiated in 1998 and 1999 isin some doubt.® Many andysts
expect Congress may again provide supplemental emergency income payments to farmersthis
year. If Congress chose to make those payments in a manner that was unambiguoudy in the
amber box B for example, a payment tied to current-year marketing of specific commodities B
there would be some risk that the United States would exceed its AMS commitments,
depending on how generous the payments were. This consideration may have an effect on both
the congressond debate and Clinton Administration proposas to strengthen the farm “ safety
net.”

No Dramatic | mpact

As suggested earlier, no dramatic surge in world trade or U.S. exports followed the URAA. The
U.S. Department of Agriculture (USDA) does estimate a $5.17 hillion annua benefit to the United
States from the URAA, but that is upon full implementation in 2005, not now.” At the moment, it would
be difficult to specify where the $5.17 billion is hiding.

USDA datigtics do show total world agricultura exports at a higher plateau during the second half
of the 1990s. However, world trade peaked in 1997 a more than $300 billion and has been lower in
each of the two subsequent years. Meanwhile, the aggregate U.S. share of world agriculturd trade has
been stagnant to downtrending, bouncing within a percentage point or so of 20% ever sncethe late
1980s. U.S. share was higher in the first half of this decade than in the second. The U.S. share of
world consumer food exports, a subset of world agricultura trade, was on a steep uptrend until about
the time the Uruguay Round was signed but has weskened since then.®

Neither can one use the absolute dollar vaue of U.S. farm exports, as a dramatic example of the
Uruguay Round’ s achievements. Exports rose sharply into 1996, when they set arecord at $59.8
billion, but fell off sharply after that. Thisfaloff reversed an uptrend that had started from the trough
levels of 1986, during the last mgor agricultural economic criss and long before the Uruguay Round
could have had any effect. Now, U.S. agricultura exports are forecast at $49 billion for the fiscd year
2000, 10% below their nomind vaue in 1995 when Uruguay Round implementation began, and 18%
below their 1996 record level. Meanwhile, the nomind dollar vaue of agricultural imports has increased
each year during the same period, putting the U.S. agricultural trade surplus on a marked downtrend.
The agricultura trade baance for 2000 is forecast 55% below its 1995 level, declining from $24.7
billion to $11 illion.°

The pictureis not radicdly different when we look at particular commodities. World wheset trade
has been stagnant at about 100 million tons throughout this decade, before and after the round. The
U.S. market shareis alittle less than before the URAA. Coarse grain trade has aso been rdatively
stagnant. Oilseed and vegetable oil trade has exhibited stronger growth, but U.S. soybean export
volumes are till forecast to be lower this year than in 1996 or 1997. World meet and poultry trade has



aso been on a strong uptrend, and exports have become more important to U.S. meat and poultry
producers. However, U.S. export volumes have not risen sharply since the URAA was signed.*®

Markets Trump Policy

None of these observations condtitute an argument againg the URAA. They smply illudtrate
how market fundamentals tend to swamp the effects of government policies, including trade policies
both good and bad. Exportsfell because of strong worldwide production and dumping Asian demand.

Mest, poultry and oilseed demand trends reflect income growth in developing economies, something
which is broadly trade-rdated but can only with difficulty be traced directly to anything in the Uruguay
Round Agreement on Agriculture.

The URAA and earlier bilatera agreements brought important market-opening reformsin
severa mgor Asan markets. These reforms were and remain important, and can be expected to
benefit U.S. producers. Their effect, however, was overshadowed in recent years by the Asan
economic crisis. From the high-water mark of 1996, U.S. farm exportsto Asiafell $9 billion.™* Itis
possible they would have fallen more without the URAA, but that is difficult to demondrate in practice.

Market fundamenta's trump government policies over the longer term and even the intermediate
term. That isnot an argument for minimaist government. 1t is an argument for a degree of humility in
ng (and sdlling) both the merits of past trade agreements and the potentia of future ones.

What Remains to be Done?

If the Uruguay Round'simportance, so far, is more precedentia than economic, it islogica to
ask how the precedents might be useful in future negotiations, assuming there are some. For a bit of
perspective, consider the following:

Once dl the URAA reforms are fully in place, agriculturd tariffs will average 50% for all
WTO members, 20% for the European Union but only 8% for the United States. We
clearly have something to gain from further market access reforms.

The European Union accounts for 84% of globa export subsdies; at least those that are
included in the URAA disciplines. It seems clear the United States has something to gain
here.

Domestic subsidies remain high in much of the world. For 1996-98, producer subsidy
equivaents (PSES) as caculated by the Organization for Economic Cooperation and
Devel opment accounted for 60-70% of gross farm receiptsin Japan, Korea, and severa
non-EU European countries. PSES were 39% of gross farm receiptsin the EU, but only
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17% in the United States. Using a different methodology, the nomind rate of assistance or
protection for agriculture was found in one non-government study to have risen from 30% in
the late 1960s to 60% in 1998. *2 Further reductions in domestic support, aswell, would
seem to favor the United States

And yet the Stuaion isnot assmple asit seems. Consder these factsas well:

On aper-farmer basis, the PSE comparisons are less dramatic. 1n the same 1996-98
period, support per farm averaged $17,000 in the EU and $14,000 in the United States B
not o big adifference. Adding in the generous emergency payments of 1999 would
probably bring the two figures il closer together.

Supports vary dramaticaly by commodity. Thus, the EU subsidizes beef much more than
we do (a PSE of 53% in the EU vs. 3% here), and does the same for poultry (19% vs. 2%)
and oilseeds (48% vs. 7%). Big gaps aso exist for wheat (46% vs. 28%) and corn (34%
Vs 17%). On the other hand, dairy enjoys high subsidy levels on both sdes of the Atlantic
(53% in the EU vs. our 50%), while the United States actualy had a higher PSE than the
EU on sugar (38% inthe EU, 41% in the U.S).™

U.S. spending on amber box policies hasincreased smply because LDPs and marketing
loan gains (the two are different forms of the same payment) have escdated dramatically.
LDPs rose from $478 million in fiscd year 1998 to $2.653 billion in 1999 and are forecast
a $3.383 billion in 2000. *

A Different Context

More broadly, severd mgor U.S. political and economic factors operative during the Uruguay
Round have changed today.

Farm Spending: During most of the Uruguay Round, farm programs were being cut and
seemed likely to be cut further. No one was talking about a budget surplus. Today,
however, Congress has acted in two consecutive years to boost farm spending by fairly
dramatic amounts, so that dmost 50% of net farm income in 1999 will derive from direct
government payments. No one today would bet on the abalition or phaseout of farm
programs anytime soon.

Decoupled Payments: During the Uruguay Round, a U.S. trend toward decoupled
payments B income support separated from current production, prices, acreage and per-
unit output B was dready gpparent. Theyidds used to caculate deficiency payments had
been decoupled in 1985. 1n 1990, during the Round, 15% of base acres for mgor
program crops were effectively decoupled by withdrawing deficiency payments, preserving



base acreage and dlowing the planting of dternate crops on these acres. Following the
round, decoupling reached its gpogee with the FAIR Act, when income support payments
were amost completely separated from current production decisions and put on a
downward track.

Now, however, lower prices have prompted calls for higher loan rates, which would “ recouple”’
benefits to some extent. Congress, meanwhile, has enacted two years worth of emergency MLA
payments. Some (not al) observers see these payments as de facto “recoupling” since they are aclear
response to low price levels.

In any event, the green box\amber box structure of the URAA puts a premium on decoupled
payments, an incentive the United States was glad to encourage in the early 1990s. How does our
government fed today?

Issue Emphasis. During the Uruguay Round, negotiators and the agricultura community
were keenly focused on export subsidies, and understandably so. Export subsidies remain
important, but in the interim the United States has largely abandoned their use, without any
attendant collapse in its export competitiveness. Meanwhile, issues like GMOs have
attained a higher profile. Theseissues differ from export subsidies (and, for that matter,
market access and domestic support) by being less easly quantified (expressed in tariff
equivaents, subsdized quantities, etc.). They may therefore prove less susceptible to
negotiation in the WTO environment than policies that can be more easly quantified,
rendered trangparent and reformed in accord with numerical parameters.

U.S. Objectives

Earlier in the year, the United States laid out ambitious objectives for the new round that was
then in prospect. These objectivesincluded —

Inthe areaof mar ket access, to “lower tariff rates and bind them” and to assure

“expanded market access opportunities for products subject to tariff rate quotas’;

Inthe areaof export competition, “to completely diminate ... dl remaining export
subsidies” while aso “improving trangparency in the operations of ate trading enterprises
(STES) and gtrong disciplines on the monopoly activities of STES’;

For domestic support, “ subgtantial reductions in trade-distorting support and strong rules
that ensure al production-related support is subject to discipline, while preserving criteria-
based ‘ green box’ policies...”™

(I do not discuss U.S. proposas on GM Os here because a separate sesson will consder the
Agreement on the Application of Sanitary and Phytosanitary Measures [SPS Agreement] and related
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iSsues.)

Seaattle and the L ast Dr aft

The surprising and dramatic week of November 29-December 3 in Sesttle has been analyzed
extensvdy. Itsoutcome was amgor disgppointment for most U.S. agriculturd interests aswell asfor
the government negotiators who had put their most dedicated effortsinto achieving a good resolution.
At the end of the week, of course, we were left with the curious artifact of a document prepared by the
WTO secretariat that endeavored to reflect the progress negotiators had made. It was thought for a
few hours on Friday afternoon to be the find document that would become part of aministeria
declaration launching a new trade round. However, the document was never finadly accepted by severd
countries including the European Union, pending developments in other negotiating groups. When the
entire ministeria was suspended, to reconvene at some unknown date, one was uncertain even what to
cdl thisdocument. It was certainly not an “agreed text,” and “fina text” probably implied more findity
than therewas. Some U.S. officids call it a“frozen text,” which may aso imply too much since the EU
does not concede that it is frozen or fixed. We will cdl it the “last draft,” which is reasonably accurate if
not very imaginative.

The last draft is attached to this paper, and has become a familiar text to the cognoscenti.
Agriculturd groups who saw it the afternoon of December 3 found items to praise and othersto
criticize. In retrogpect, the large mgority would have preferred to launch a new round with this draft
rather than have the round fizzle and begin dl over.

M ar ket access language cdled for “the broadest possible liberdisation” on a
“comprehensve’ bass. The text mirrored corresponding language on industrid goods by saying the
negotiations should proceed “with no a priori exclusons” This language troubled some export-
oriented commodity groups who wondered if it implied that commodities might be excluded from the
negotiations as a matter of subsequent pragmeatism, not first principles. Others, however, argued it
actualy strengthened the call for “comprehensive’ negotiations, snce talks could have been
“comprehensive’ without being al-encompassing.

In avictory for the United States, the export subsidy language used the word “dimingtion,”
which had been strongly ressted by the EU. However, it did so at the price of implicitly including
export credit guarantees in the negotiation, something U.S. farm groups would prefer to avoid. The
term was aso surrounded by enough modifiers that various interpretations of its meaning were possible.

Export subsidies were to undergo “ substantia reductions,” and these were to be “in the direction of
progressive dimination of al forms of export subsdization.” Since one could go “in the direction” of
New York City or London without ever actudly arriving there, some readers feared that the language
meant export subsidies would not actudly be abolished in this round of talks.

Domestic support, according to the final draft, would see “substantia progressive reductions.”
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This part of the text was both shorter and less controverted than other sections.

Finaly, there was the matter of non-trade concer ns, a phrase lifted verbatim from Article 20 of the
URAA. Article 20 iswhat makes agriculture part of the clumsily-named “built-in agenda,” sinceit cals
for further negotiations on liberdization to begin in 2000. “Non-trade concerns’ are to be “taken into
account” in the new talks, according to Article 20. This phrase metamorphosed into
“multifunctiondity,” aterm much beloved of European and Japanese negotiators. The concept sought
to recognize that agriculture serves avariety of functions (the environment, quaity of life, socid policies,
tourism, etc.) in addition to food production and trade. Many (though not all) U.S. farm groups feared
that the term was a Pandora s box which, if included in an officid text, would legitimize the EU agenda
on GMOs, anima welfare and avariety of other topics. Thefind draft does not use the word
“multifunctiondity,” another U.S. victory. It does, however, ligt “food safety” among the “non-trade
concerns’ that are to be conddered in the negotiations. Some U.S. observers saw this as harmless
boilerplate, but others believed it gave the EU a means of introducing non-science-based redtrictions on
GMOs and other concepts which the U.S. groups saw as pernicious.™

Next Steps

U.S. agriculturd and trade officids face difficult choices in the wake of the Seettle debacle.
Agriculture was by no means the mgor reason the talks failed. Though the agriculturd text was not
find, few knowledgeable observers thought it would have stood in the way of a successful conclusion to
the talks if other negotiations had proceeded. They did not, for avariety of reasons that will surely be
discussed in other portions of this conference.

The stuation now is awkward. Under Article 20, agriculturd talks should begin this year, and
officids have said they will. Nevertheless, in the past many U.S. farm groups have ressted the idea of
gand-aone agriculturd negotiations. In such avenue, they argue, it isimpossible to arrange the kinds of
cross-sectora tradeoffs that will be required in order for the Europeans or the Japanese to make major
agriculturd concessions. Yet if nothing happens and no agricultura negotiations ensue, important
momentum may belost. The more time e gpses and the older and staler the “last draft” becomes, the
more difficult it may be to preserve the gains made in that document. Moreover, every day of dday is
one more day before U.S. producers can redize any gains that might come from anew agriculturd
agreement.

One course of action isfor the United States to press aggressively to begin agricultura
negotiations now, with the expectation that by the time countries are close to an agreement on
agriculture, anew round will have begun. This scenario acknowledges the dow pace of dl negotiations
and implicitly assumes that the post-Sesttle period is merely a hiatus and not a paradigm shift in world
trade policy. The scenario sees the ministerid meeting eventualy reconvening B even if after U.S.
elections B s0 that agricultura talks will ultimately be integrated with other topicsin anew round. Such
an approach could be the best of severd lessthan ideal options. There are, however, some tactical
meatters to consider.
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The U.S. takes the position that the last draft is the starting point for any future talks. The EU
demurs, suggesting that Article 20 is the proper starting place. The language in Article 20, of course,
reflects none of the negotiations that led to the last draft in Seettle. For example, Article 20 does not
even use the phrase “export subsdies,” much less the word “dimination.”

It iseasy to say that language in aminigteria declaration is meaningless Snce it imposes no
binding commitments. Thisview, however, isbdied by the energy negotiators put into every word of
such adeclaration. In the latter stages of the Uruguay Round, it was probably significant that ministers
had earlier agreed to make “substantial progressive reductions in agricultural support and protection.”*’

Once Europeans had agreed to that language, U.S. negotiators did not have to make further
concessionsin order to secure the principle of reductions; they could focusinstead on additiona gains.
In the same way, if thefind draft from Seettle were universdly accepted, the United States would have
secured the principle of diminating export subsidies and the EU would not have secured the principle of
multifunctiondlity.

It might be easier to agree on using the last draft if agricultural discussons occurred during a
reconvened minigerid meeting B in effect, a continuation of the same meeting that produced the find
draft. If agriculturd taks begin in adifferent venue, conversely, other countries may be more
emboldened to rgect the find draft and restate their opening positions and re-fight the same bettles.

One could, then, argue for tying agriculturad discussons to the reconvening of aminigeria
meseting. Asa practicd matter, this course of action would mean such a substantia delay that most farm
groups are probably reluctant to recommend it.

An dterndiveisfor the United States to begin at apoint closer to its own ideds than the
compromise find draft. Such apoint might be ajoint U.S.-Cairns Group text that made the rounds
earlier in the week of negotiationsin Seeitle. The end result of subsequent negotiations might be
something closeto the fina draft. By contradt, if the United States begins with the find draft and the EU
begins with (for instance) Article 20, it is easy to imagine a negotiated result that islessfavorableto U.S.
interests than the last draft.

Still another dternative, of course, would be for the United States smply to stand rock-solid on
principle and say that negotiations must proceed on the basis of the last draft or not at al. If other
nations eventually accepted this Sarting point, U.S. farm groups would likely heave asgh of relief.
Trade negatiations involving 130 countries, though, only rardy result in the unanimous adoption of a

sngle country’ s opening position.

Such considerations make one grateful not to have the burden of public office, where one has
not only to lay out dternatives but aso to choose among them and take responsbility for the
consequences. Ultimatdly, these judgments are prudentia ones made by fdlible men and women who
should be presumed by their countrymen to be acting in good faith.
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It isdifficult to look at the aftermath of Seettle with great optimism.  The minimum result of the
taks collgpseisdday. If USDA iscorrect about the potentia gains for U.S. agriculture from trade
liberdization, then the delay in concluding talks must mean that American farmers, ranchers and
agribusiness operators were hurt by the failure in Seettle.

Will this period ultimately be a pause or asea change? A short-term perspectiveislikey to
leave us pessmigtic. However, the history of trade negotiations gives some reason for a different view.
The Uruguay Round itself was given up for dead more than once B yet, as we have seen, it ultimately
st precedents for dramatic change. Now the question is whether the world' s nations will build on those
precedents to secure more open and rationd agriculturd trade in the new century.
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Appendix®®

NOTE: When Sesitle trade talks broke down, farm negotiators were working from a draft text
prepared by the WTO staff on the basis of negatiations up to that point. Thistext, never officidly
released by the WTO, is printed below. The paragraph numbering reflects the fact thet it is one part of
adraft ministerid declaration that covered many other subjects. The underlined sections reflect
language that was new in this draft, while the overstricken language reflects a deletion from an earlier
verson. Thistext was NOT agreed to by negotiators, and U.S. and European officias have differed
over whether it would be the starting point for any future talks.

Text on Agriculture

27. The negotiations shal continue the process of fundamenta reform of trade in agriculture, through
substantial progressive reductions in agricultura support and protection sustained over an agreed period
of time, resulting in correcting and preventing restrictions and distortions in world agricultural markets,
and the progressive establishment of afair and market oriented agricultura trading system in conformity
with WTO rules and disciplines. This shall be done based on Article 2 and the preamble to the
Agreement on Agriculture.

28. Specid and differentia trestment for developing and |east-devel oped countries, as provided for in
relevant WTO provisons, shdl condtitute an integral and effective part of the results of the negotiations.
Specid and differentid treatment shal be embodied in the Schedules of concessions and commitments,
particularly with regard to products deemed of export interest by developing countries, and, as
gppropriate, in the rules and disciplines to be negotiated, so as to be more operationaly effective and so
as to enable developing countries, while undertaking commitments and providing concessonsin the
areas covered in paragraph 29 below, to take account of their development needs, including food
security and agricultural and rural development. Particular attention shal be paid to the Stuation of least-
developed, net food-importing devel oping countries, large agrarian devel oping economies and small
idand developing countries.

29. To achieve the objectives in paragraphs 27 and 28 above, the negotiations shdl cover:

(i) Market Access

Comprehensive market access negotiations, with no apriori exclusons, leading to the broadest possible
liberalisation, particularly with regard to products of export interest to developing country Members;

(i) Export Competition

Subsgtantia reductionsin al forms of export subsidies, and equivaent action in respect of he subsidy
component of other forms of export assstance (preserving the internationd food aid disciplines referred
toin Article 10.4 of the Agreement on Agriculture), in the direction of progressive dimination of all
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forms of export subgdization;

(iif) Domestic Support

Subgtantia progressive reductions in domestic support;

(iv) Rules and Disciplines

Improvements in the rules and disciplines cons stent with the objective of fundamenta reform.

Proposals for negotiations on dl the above dements shdl be submitted by 1 July 2000.

29bis. At the sametime, as foreseen in Article 20, the negotiations shal take into account: Non-trade
concerns. Theseinclude, in particular, the need to protect the environment, food security, the economic
viability and development of rurd areas, and food safety, in full conformity with the Agreements on the
Application of Sanitary and Phytosanitary Measures and on Technical Barriersto Trade. Non-trade
concerns should be addressed through WTO-consistent measures, particularly targeted, transparent and
non-trade distorting measures.

Other objectives and concerns mentioned in Article 20 and the Preamble to the Agreement on
Agriculture, including, subject to paragraph 28 above, making commitments in an equitable way among
al Members.

30. Agreement on modalities shdl be reached before 1 July 2001. Participants shall submit their
comprehengve offer lists no later than 31 January 2002. The negotiations on commitments and lega
texts shal be concluded before 15 December 2002.
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