Briefing on conclusions of the WTO Ministerial Conference in Hong Kong Dec 05
General remarks

Agriculture remains a key issue on the agenda of the WTO multilateral negotiations after the Hong Kong ministerial conference. Developed countries have made concessions in phasing out export subsidies until 2013. But the issue of increased market access through tariff reduction and the definition of special and sensitive products which are important for food security or certain vulnerable sectors of agriculture remain to be agreed upon. This could raise again major conflicts, as the pressure of developed countries will increase to open markets in the South after they made concessions on export subsidies.
Non trade concerns such as environment, food quality, employment and rural development remain virtually excluded form the negotiation agenda. However they could be included through the negotiations which will have to deal with the special and sensitive products, safeguard clause and the definition on non trade distorting domestic support. It is important that these issues are raised in the media in the coming months, as the negotiations will be taken up immediately after New Year. The issue of rural development will also play a key role in this context as it can be introduced as a non-trade distorting support and a development instrument.

WTO General Director Lamy commented that there will be little time for a break. The conference has concluded to complete full modalities in agriculture and Non-Agricultural Market Access (NAMA) by the end of April 2006, and “to submit comprehensive draft schedules based on these modalities no later than 31 July 2006". Also for raising public awareness about the impact of various options for an agreement time will be very short.

Content of the Hong Kong Compromise

Phasing out of export subsidies until 2013 and duty free quota free market access
All forms of agricultural export subsidy should be phased out “by the end of 2013” with “a substantial part realised by the end of the 1st half of the implementation period”, i.e. 2010. At the same time developed countries and those developing counties in a position to do so have committed themselves to introduce “duty-free and quota free” (DFQF) market access for 97% of their products from 32 (WTO Member) Least Developed Countries from 2008 onwards – a form of generalised "Everything but Arms", but with a clause which will allow Japan (on rice), the US (on cotton) as well as other developed countries to exclude particularly sensitive products.

Apart from these and somewhat tighter commitments to remove trade distortion for cotton (removal of export support from 2006 - which are not yet accepted by the US - deeper and faster reduction of trade-distorting domestic support), the final text has not provided much concrete difference from the framework agreement signed in Geneva on August 1, 2004. 
EU concerns about parallelism in eliminating export subsidies and concerns that the wording on Domestic Support would not take account of the CAP reforms so far undertaken. The text also found the US on the defensive with regard to domestic subsidies for US cotton farmers, despite apparent concessions made earlier in the week, but the final conclusions do not call for an elimination of trade-distorting cotton support, as many developing countries and NGOs had hoped. Perhaps the biggest gain for EU Trade Commissioner Peter Mandelson is a paragraph which makes a direct link between Market Access for agriculture and for non-agricultural goods. If this link would also be made with non trade issues the negotiations would become much more promising for sustainable development goals.
In detail
Export Competition: Once WTO members understood that the EU would make no further move on cutting tariffs and increasing market access this week, many delegations turned their attention to seeking an end-date for the elimination of export refunds – indicating that this would be a measure of any success to be achieved in Hong Kong. Having insisted that the parallel elimination of other forms of export subsidy – export credits, non-in kind Food Aid, and State- Trading Enterprises – be covered before an end-date could be agreed, the EU strongly resisted these end-date demands until the initial compromise text suggested that export subsidies could be eliminated either “by 2010” or “within 5 years of the implementation date”, while including a few more details on parallelism. 
With regard to the other forms of export subsidy, the text talks of “progressive and parallel” elimination and provides certain new details. For example, on food aid, the conclusions look to address “in-kind food aid, monetisation and re-exports” in order to ensure the elimination of commercial displacement. At the same stage, the text provides for a “safe box” for in kind food aid to guarantee there is no barrier to genuine emergencies. It also clarifies that disciplines on State Trading Enterprises (STEs) should not relate to single export desks as such, but more to ensure that these bodies cannot circumvent “disciplines on export subsidies, government financing & the underwriting of losses”. 
On export credits/credit guarantees/insurance programmes, the text repeats the 180-day limit on repayment periods and stresses the need for plans to be market consistent and commercially-oriented. There is also a reference to net food-importing developing countries (as in the Uruguay Round) and an indication that developing countries may benefit for the subsidies defined in Uruguay Round Article 9.4 for an additional 5 years, i.e. until 2018.

Domestic Support: While the text ties in the progress made in Geneva in recent months that there should be 3 bands for reduction with the EU in the top band, the US and Japan in the 2nd band and all other Members (inc. developing countries) in the 3rd band, there is no mention of figures at this stage. Concerns among EU officials that the original text might have given the EU no credit for the CAP reforms made thus far (by moving payments into the Green Box through decoupling) appear to have been satisfied by the direct reference in the final text to the August 1, 2005 Framework Agreement and the aim of achieving “effective cuts in trade-distorting” support.

This paragraph means that the US “will now have to make significant farm reforms, for example to its  Counter-cyclical payments. A new addition is the statement that “the overall reduction in trade-distorting domestic support will still need to be made, even if the sum of the reductions in Final Bound Total AMS, de minimis and Blue Box payments would otherwise be less than that overall reduction” – aimed, it seems, at removing a potential loophole for the US.

Market Access: The final document is more detailed than the draft text circulated at the end of November in that it refers to the emerging consensus that the structure should involve 4 tariff bands and a linear cut in each. However, the relevant paragraph provides little else that is new. However, the subsequent paragraph 24 recognises the link between enhancing market access for developing countries in both Agriculture and NAMA., calling for a “comparably high level of ambition” in both areas.

Cotton: In response to concerted pressure from the 4 West African cotton producing countries (Bénin, Burkina Faso, Chad and Mali) – strongly supported by NGOs – the USA agreed earlier in the week to allow duty-free, quota free market access to cotton exports from all LDCs from the start of the agreement and to abolish all forms of export support for cotton by the end of 2006. These were included in the conclusions, with US Trade Representative Rob Portman suggesting that they might happen earlier than that. The main problem remains the US system of trade-distorting domestic support, which studies have shown influence world market prices by up to 12%. On this issue, Portman was unable to sign up to the conclusions outlining the objective of faster and deeper cuts in trade distorting domestic support for cotton – as a result of which the paragraph stays in square brackets.

Other issues in the text: Another undoubted result from the Hong Kong Ministerial was the commitment by developed countries towards a generalised Everything But Arms concept to be applied from 2008, i.e. duty-free quota free access to products from the LDCs. With the USA, Japan, and Switzerland highlighting a number of sensitive sectors, it was agreed that there could be an exemption of up to 3% of their products. Although Geographical Indications is seen by some Member States as a key aim for the EU in the talks if European agriculture is going to specialise in future more in high quality, value-added products rather than mass commodities, the only reference to the issue in the text is in paragraph 29 (for wines and spirits), where Ministers note that the consultative process needs to be intensified. On NAMA, the text refers to a Swiss formula, but says nothing about the number of coefficients, and for Services the text merely gives the talks in the next few months a clearer direction, although several developing countries raised issues about being forced to open certain sectors they do not want to.

