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Rebuilding all agricultural policies on food sovereignty

Let us dare to reform the WTO
for an equitable development

Fifty-five years after independence, international institutions and international
investors swear by the strong development potential of sub-Saharan Africa
(SSA), particularly West Africa (WA) and especially the potential to food
products. To what extent and under what conditions can West African farmers
share this optimism?2 The race to grab land in SSA, including in WA, led by
Asian countries, investment funds and agribusiness companies (including
African firms), demonstrates the strong growth potential of WA for increased
agricultural production. But the sector faces many constraints, not least the
too low agricultural prices preventing farmers to self-finance their production

expansion.

While some challenges cannot quickly be
addressed — such as population growth
and climate change - others can. The
region’'s food deficit, for example, and
the Economic Partnership Agreement
(EPA) with the European Union (EU) can
be tackled by reforming the agricultural
policies of all countries on the basis of food
sovereignty principles. For that, five rules of
the World Trade Organization (WTO) need
to be changed, a proposal developed in
more details in this booklet.

* The demographic challenge of mouths to feed and jobs to create, particularly

in agriculture, in WA:

the population grew by over 400% from
1960 to 2015 (an average of 2.6% per
year) and is expected to grow by 230%
between 2015 and 2050 (a 2.4% per year).
If the rural population multiplied 3.8 times
from 1960 to 2015 (1.8% growth rate) it
will increase another 63 % by 2050 (1.6%
growth rate). Though the share of farmers
in the rural population is declining rapidly,
small towns also provide many agricultural
jobs, and size of the rural population is
a good indicator of the importance of
creating agricultural jobs. Young people
in search of employment (15 to 24 years
old) will represent on average 20% of the
population from 2015 to 2050 and their
number is predicted to multiply 2.2 times in
that period.

West Africa total and rural population from 1960
|to 2015 and forecasts for 2050, million inhabitants

| ==Rural population ==Total population |

655

[
1960 1970 1980 1990 2000 2010 2015 2020 2030 2040

/

815

2050




ROPPA

West Africa is the world region with
the highest predicted demographic growth by 2050

BETWEEN 9 AND 10 BILLION OF HUMAN ON THE PLANET IN 2050
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* The challenge of a rapidly
growing food deficit:

the shortfall in production
began in the 2000s and has
doubled from 2005 to 2011 -

| ==Deficit =—Deficit without CCTS |
CCTS: cocoa-coffee-tea-spices
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and has multiplied 3.6 times 3184
since 2000 if we include the
fish shortage. But excluding
cocoa-coffee-tea-spices —
which are not basic food -
the shortage, fish included,
increased from $549 million in

2000 to $12.671 billion in 2011.

The fish deficit should be added, from
£415 million in 2001 to £2.149 billion in 2011 |

Source: FADSTAT 10522
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West Africa food deficit without fish from 1961 to 2011 in § millions

* The challenge of climate change and the choice of agricultural production
model: despite the diversity of scenarios, in particular between Sahelian and
coastal areas, the maijority of forecasts suggest that agricultural yields in West
Africa will decrease by an average of 10% by 2050, other things being equal.
In this context, agro-ecological production systems are emerging as far more
resilient and more competitive than systems that rely on the intensive use of
external inputs.

* The challenge of the WA-EU Economic Partnership Agreement (EPA)): if the
EPAisratified the food deficitin the WA region will explode. The EPA proposes to
liberalize 34% (by value) of food products imported to WA from the EU in 2010-
2014, particularly cereals (excluding rice) and milk powder, whose already
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minimal duty of 5% would fall to zero at the beginning of liberalization. The
cumulative losses of customs duties over the 15 years of liberalization would
reach €56.5 billion, including €26 billion for the 12 least developed countries
(LDCs). This outcome confradicts the EU's «Everything But Armsy Decision of
2001 and the WTO rules. The losses would still reach €53.2 billion if we deduct
the €3.3 billion (€164 million annually) of the Generalised System of Preferences
(GSP) duties that the exporters of Ivory Coast, Ghana and Nigeria would have
to pay to the EU if WA refuses the EPA. The more so as these duties could be
reimbursed to exporters by contributions of the 16 WA States.

The EU Commission financed but refuses to distribute the report on the EPA
impact on Nigeria prepared in April 2014 by two researchers of the University
of Ibadan, because of its negative conclusions:

* Import duties would fall by 35% and total budget revenues by 5% at the end
of the liberalization period (2035).

* The interest rate would rise to 25%, with a negative impact on investment.

* The GDP would fall by 2% (by 8.3 billion dollars).

* There would be a 15% rise in unemployment, with reductions in wages and
consumption.

* The trade diversion to the benefit of the EU would reduce Nigeria's imports
from the rest of ECOWAS by 3% to 4%, which would reduce regional
integration that the EPA claims to promote.

The 5 WTO rules to change
to allow food sovereignty

SOUVERAINETE
ALIMENTAIRES

Food sovereignty does not imply food self-sufficiency. Instead it refers to the
right of each country to define its import protection and the levels and types
of agricultural subsidies as long as the subsidized products are not exported.
Countries can choose free trade for those products for which they do not
have sufficient potential to increase production at a reasonable cost.

REAUTHORIZE GATT exceptions to allow import protection for agricultural products

Free trade has never worked FAO nominal and real index of food products
in agricultural  markets  as EmNEEIORE EiE b0l

they cannot self-regulate. [ —Nominal index _ —Real (deflated) index |
Indeed, faced with a steady | *** 2299
food demand in the short

term, agricultural production | *° 1774 Index 100 In 2002.2004

fluctuates with the vagaries of
the weather — vagaries that will
intensify with climate change -
and therefore so do agricultural
prices and incomes as well as
food prices.
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That is why countries since the time of the Pharaohs have run agricultural
policies to regulate supply at the borders and to promote storage.

That is why also the GATT - the international institution created in 1947 to
promote free trade — has tolerated agricultural exceptions: there were no limits
to the level and types of import protection until 1994, before the WTO. The EU
preferred variable levies, which they used for cereals (including the feed given
to imported white meats), beef and dairy products. None of these products
could enter the EU market at prices below the remunerative prices for the
maijority of farmers. As for the United States (US), its government preferred to
use import quotas.

Variable levies and export refunds in the On 5 March 1955, the
EU soft wheat market from 1962 to 1994 US.go’r a_specific. GATT
waiver (approved by a

Unloading
and fransport

Indicative price majority of two thirds of

the «Contracting Partiesy,
:[ in fact by 33 votes against

Variable levy

ya
N

Threshold price EU market price at border 5) To erefgf pro’rec’rions on
all its agricultural products
Infervention price under section 22 of the

CIF price

IMPORT

Export refund Agricultural  Adjustment
Act (AAA) of 1933, after
threatening to leave
the GATT if it were not
granted. This «temporary»
FOB price exemption remained in
effect until the WTO was
established in 1994 and
has been used to restrict

DOMESTIC MARKET EXPORT importfs of sugar, peanuts

and dairy products.
Section 22 of the AAA «requires that restrictions in the form either of fees or of
quantitative limitations must be imposed on imports whenever the President
of the United States finds, after investigation, that such products are being
or are practically certain to be imported in such quantities and under such
conditions as to render ineffective or materially interfere with any programme
or operation undertaken by the United States Department of Agriculture or
any agency under its direction with respect to any agricultural commodity
or product thereof, or to reduce substantially the amount of any product
processed in the United States from any agricultural commodity or product
thereof, with respect to which such a programme is being undertaken, and
has required the President not to accept any international obligation which
would be inconsistent with the requirements of the Section.

Furthermore the US exerted pressure on Australia to use «voluntary export
restrictionsy on beef in the 1970s and even more in the 1980s and the EU did
the same on New Zealand in the 1980s for its mutton exports.

Restructuring agricultural policies on the basis of remunerative prices willmean
a gradual rise in agricultural prices in developed countries over several years
to lower the share of subsidies in farmers’ income. Such a price adjustment will
eliminate some of the price differential that now exists between developed
countries (particularly the EU) and developing countries.
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Food prices should be increased progressively in developed countries for two
other reasons:

Food share in households’ budgei in 2013 * To allow the ShOrp reduction needed
w0 in the share of animal products
(meat, eggs, fish, dairy) in household

consumption in order to have enough
‘ m vegetable products (cereals, tubers,
25! 255

&

g

legumes, fruits and vegetables, etc.)
and water to feed the 9.7 billion world
inhabitants expected by 2050.
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gf FESLESS ﬁfﬁf&f At this point it should be stressed

that despite a small surplus in the EU
agricultural trade balance in recent
rue pialicediacedstial years, it faces a huge structural food

with developing countries in billion

trade deficit, essentially vis-a-vis the
DCs as the EU has a surplus in its frade
" — “e | with developed countries (Western
s e OECD countries plus Russia). The
main deficit lies in fish: €16.4 billion in
2014 of which €11.2 billion with DCs.
Without its surplus of €20 billion in drinks
. (including €8 billion on DCs) — which
" are not basic staples — its food deficit
88 would be huge. The EU claim that its
mission is to feed the world’s hungry is
farcical.

Which regions waste the most food?

Per capita k : waste, kg/y * To reduce food waste, which rises
""" i o ever higher as the share of food in the
p household budget is reduced. Waste
R | at the consumerlevelis 115 kg per ca-

ey | pita in the US, 95 kg in the EU, yet only

o [ 11 kg in South and Southeast Asia and

S mm 6 kg in sub-Saharan Africa.
e
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REFORM the definition of dumping in the GATT and the Anti-Dumping Agreement

Unfortunately the GATT did not put any limits on export subsidies (including
domestic subsidies benefitting to exported products), a loophole that both
the EU and US abused. The combined US and EU12 wheat and flour (in
wheat equivalent) exports in the 1986-1988 period accounted for 45.5% of
world exports — at least 50% with the wheat included in exported processed
products — and, as the US was already the world «price maken for wheat, the
combined US and EU dumping rate of 97% was responsible for a global wheat
price which had not been as low since 1973. That the WTO Agreement on
Agriculture (AoA), paragraph 9 of Section 3, states, «the fixed reference price
shall be based on the years 1986 to 1988y for all countries is therefore totally
unacceptable: the prices were badly distorted by dumping at that fime.
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It was pressure from agribusiness — anxious to reduce the prices at which they
bought agricultural commodities so as to improve their competitiveness and
profits through increased exports — and the definition of dumping in the GATT
and the Anti-Dumping Agreement (ADA) that prompted the US and the EU to
change the rules of agricultural trade in the mid-1980s.

Having reached the top of the ladder of agricultural competitiveness thanks
to decades of high import protection and high export subsidies, the US and
the EU created a double frap for developing countries (DCs) to prevent them
from climbing the same ladder: in 1986 they launched the Uruguay Round of
tfrade negotiations, where they wrote together the AoA rules while changing
radically their agricultural policies, the Common Agricultural Policy (CAP) and
the Farm Bill.

Those radical changes included the EU and the US reduction of their minimum
guaranteed agricultural prices in the early 1990s — and the EU continued their
reductions in the CAP reforms of 2003 and 2004 — while compensating their
farmers for the income loss with subsidies that they defined in the AoA as not
tfrade distorting, so as to improve the competitiveness of their agricultural
products by importing less and exporting more.

At the same time, the AoOA required all countries, including developing
countries other than the LDCs (least developed countries), to reduce their
import protections —the LDCs having been constrained already to do the same
by the structural adjustment policies of the World Bank and IMF —, knowing that
the DCs did not have the means to significantly subsidize their large number
of farmers.

But it is the scandalous definition of dumping in the GATT and the ADA that
was the most decisive reason for the radical change in the CAP and Farm Bill
price policies.

For economists and the average citizen, there is a dumping when exports
are sold at prices lower than their production costs. However, for the GATT
and ADA, there is no dumping as long as exports are sold at the domestic
“market prices”, even if those prices are lower than national production costs.
This explains why the US and the EU have taken advantage of this definition to
lower their agricultural prices.

According to the GATT article 6,

«a product is to be considered as
being introduced into the commerce
of an importing country at less
than its normal value, if the price
of the product exported from one
country to another (a) is less than the
comparable price, in the ordinary
course of trade, for the like product
when destined for consumption in the
exporting country.

And, according to the ADA article
2, «a product is to be considered as
being dumped, i.e. infroduced into
the commerce of another country at
less than its normal value, if the export
price of the product exported from
one counftry to another is less than
the comparable price, in the ordinary
course of trade, for the like product
when destined for consumption in the
exporting countryn.

It is therefore necessary to add after these two almost identical definitions:
«Normal value and in the ordinary course of frade shall be understood to imply
that domestic prices were not reduced by subsidies benefitting to exported
productsy.
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ABOLISH the distinction among subsidies according to their alleged level of
trade distortion as written in the AoA.

The distinction in the AoA between
subsidies according to their
dlleged level of trade distortion,
represented by the colour of the

EU agricultural subsidies among boxes in million

| =Green box = Blue box Amber hox = Export refunds
T0000 Tmul
63T

«box» in which they are nofified

to the WTO, has no scientific | **°®
basis: amber («KAggregate | secon
Measurement of Supporty or AMS, | u000
called «coupled»n because the

payments are linked to the level | 30000
of prices or production), blue | 20000
(«semi-coupled» because you

must produce the products for 10000

which the subsidy is granted, even o

if the level of subsidy is limited and @@"@ P g I O o R P

production is capped) or green

({{(elcTelelV]ellTe N olclele VNI BN SRNGTCI I C/ccn box: decoupled direct aids + rural development + State aids;

glsTelcelpVAleNel(elo[VelXela\alalialcRIeNMN cmber box: coupled direct aids + market interventions
get them).

All subsidies reduce production costs and increase the competitiveness of the
targetted products. They have both a dumping effect when the products are
exported and an import substitution effect. The most trade distorting subsidies
to exported products are paradoxically those of the green box because their
level is not capped.

REWRITE the AoA article 9: «All domestic subsidies to an exported product
are properly export subsidies as well»

The WTO Appellate Body has held four times — in the «Dairy products of
Canadan case of December 2001 and December 2002, in the «US Cottony
case of March 2005 and in the «EU sugam case of April 2005 — that domestic
subsidies are to be taken info account in assessing dumping. But the WTO
Members refuse to recognize a legal value of precedent in the rulings of the
WTO panels and Appellate Body.

During the plenary session of the WTO Public Forum on September 30, 2015,
J. Berthelot questioned the representative of the Appellate Body, Ms Yuejiao
Zang, one of the contributors, asking her to confirm these Appellate Body's
rulings. She confirmed them implicitly stating that the WTO Members are not
obliged to recognize a legal precedent in the panels’ and Appellate Body's
rulings but she stated that these rulings do have the legal weight of precedent
for the members of the panels and Appellate Body when they adjudicate on
similar cases.

Among domestic subsidies we must not forget input subsidies, particularly on
animal feed, which oblige the developed countries (AoA article 6.2) to nofify
the feed subsidies in the amber box (AMS) of animal products (meat, eggs,
dairy) that consumed the feed, but they refuse to do it.

Until 1992, the EUregarded pig and poultry meats and eggs as processed cereals,
the variable import levies and export refunds on these products being based on
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prices compensated by direct
aids in the 1992 and 1999 CAP
reforms aimed to use these aids as
substitutes for customs duties and
refunds on these products. They
were also used for the intensive
production of beef and milk.

In 2014 113 milion euros of
subsidies were granted to the EU
exports to Nigeria, of which 47.6
million on cereals, 31.1 milion on
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63,7 dairy products and 34.3 million
on poultry (largely reexported by
Benin).
Dairy products Meats Total

CHANGE the AoA rules on public stocks

Footnote 5 of paragraph 3 of Annex 2 should be deleted, as India on behalf
of the G33 requested at the Bali Ministerial Conference: «provided that the
difference between the acquisition price and the external reference price is
accounted for in the AMS». Because the footnote implies notifying in the AMS
the difference between the administered purchase price of the current year —
which is above the market price that merchants pay spontaneously at harvest
time, to stimulate production — and the so-called «reference price,» which is the
average border price of the 1986-1988 period at the beginning of the Uruguay
Round (import prices if the country was a net importer or export prices if it was
a net exporter)! It is economic nonsense since we saw that world prices (in the
case of wheat) had not been as low as they were in that period since 1973
due to the huge US and EU dumping. But this provision is also totally unfair vis-a-
vis developing countries as their inflation rate since 1986 has been structurally
much higher than the average rate in developed countries.

In any case, there is no reason to differentiate between the «kadministered pricey
paid to farmers in developing countries and the so-called «umarket price» paid
to those in developed countries (paragraph 4 of Annex 2 of the AocA) as the
latter are not actually market prices, being heavily subsidized. To know what
a «market pricen is, the best source is in the US and EU provisions on countries
«without market economiesy, considered to be using prices different from their
«normal valuesy. Thus, according to the US Anti-Dumping Manual, «For the
merchandise under investigation or review [anti-dumping], there should be
virtually no government involvement in setting pricesy. Developing countries
could sue the US and EU at the WTO with the best chance of success, based on
their own laws showing that their agricultural prices are established outside the
rules of «umarket economiesy.

Therefore, the $ 11.5 billion of US agricultural products contained in its domestic
food aid (whose total value was $ 115 billion in 2014, including delivery costs)
was not paid to farmers at «market pricesny without subsidies. They should be
notified in the AMS of these products, even though all the US domestic food aid
is notified in the green box.
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Therefore all domestic food aid programmes of all countries should be notified
in the green box.

West Africa has begun to set in place a system of regional food security stocks,
complementing national and villages' stocks. The regional system of stocks is
designed to deal with exceptional climatic crises and willamount to only 176,000
tonnes after 8 years (plus virtual financing for an additional 235,000 tonnes). The
system is not sufficient to offer protection against economic crises due to falling
world prices in the present context where tariffs are already very low and due
to decline further if the EPA is finalized.

Given the improbability of an increase in the level of Official Development
Assistance in general and for food production in particular to keep up with the
population growth anticipated in West Africa, the region’s food security and
the reduction of youth unemployment can only be achieved in the medium
and long term through remunerative and stable agricultural prices, allowing
farmers to self-finance the necessary increase in food production. This implies a
gradual increase of agricultural prices both through the use of variable levies
on imports and the constitution of public stocks purchased at remunerative
prices at harvest fime, stocks that would be distributed at subsidized prices to
poor consumers. This would follow the example of what is done in India and in
other countries like the United States (with food stamps and subsidized school
meals). This would totally change the level of stocks compared to that currently
programmed.

In conclusion, to achieve all these objectivesitis essential that ECOWAS become
a full WTO member to speak on behalf of its 15 member States — as the EU
does on behalf of its 28 member States — by negoftiating bound agricultural
tariffs which would allow ECOWAS to change the level of its applied duties in
line with the economic environment. These agricultural bound duties — the only
ones negoftiated at the WTO - would be set at the average bound tariff of
its 15 member States (Liberia will accede to the WTO in Nairobi in December
2015), an average weighted by the importance of their imports from third
countries, which is around 90%. The way would then be free to convert many
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tariff lines of the ECOWAS Common external tariff (CET) info variable levies.
Indeed FAO in 2001 and the EU (in the Argentine-Chile case in 2002 and 2007)
have recognized that this should be permitted as long as variable levies do not
exceed the bound duties and remain transparent. ECOWAS could then weigh
heavily on WTO decisions and other bilateral frade partners, as would the other
Regional Economic Communities of sub-Saharan Africa that chose to take the
same path.
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