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School (')f Agriculture arld Pores(ry 
University of Ivlelhourne 

PurkvHfe. VIC. ;ln52 

Abstract 

It is tempting for economists to heJi(!ve thatlhc ohjcctivcs of the GATT were ft)'unded 
In the tlmorerns associated \VUll the gains from trade. In this papcJ' it is argued that the 
Articles of the General Agreement and the structure of the negotiations owe mOl'c tu 
political economy tmd to la,w than to economic tbl~ory. This tlrgumc1H isiHu~trnted 
through rcferem:c to the Al'iiclcs in which internRti(lllul H'ude in agricultural PI~odtlcL~ is 
accorded special stttlus. The proposnls contained in the Draft Final Act which tkJll with 
dispute settlement ptocedures nrc also reviewt!d. 

Pnper prepared rOt' the 38th l\nnuaJ AustraHnnAgricuHUl'td Ecollomics Sodety 
COllfci'el1CC. \Vclliugwn. Nc\v 7.calandi 7~ J 1 Fchtuaty 1994. 



1.. hltrodU<?tlort 

Outing theOru!wny Ruund( 1986,.1'i93).t llcgnJlQtilms on ag,l:icultm.'C ag{~ln 

proved vety difficultt just us they hud dOlH~ in tho To.kyo and Kennedy Rou.llds. 

However. in theUnlguay.Round the stukes weto higher' because llotnnly were 

agricultural tl'Ude mC'llsurcs the suhject or the ncgntiati()tls but. unHkc Ihecarti.Ct~ 

He:)[mds. so ton wen: dmnostka,grl.c4IlturulpoHdes. In the Min.isledal Dechu'otiol1<l.tl 

the Ul'U§uuy Rmmd it wus st~Hcd that "fn}eg()tJutions shaH nim to uehiev(;' groater 

Hhcl'ulisalhm of tt'udo in ugricultum und hting allmensUl'cs alTeeling imponncccss and 

export COillpctition Ulldet strengthened tUld more operatiol1ullycfl'ectivc GA~rr rules 

tllld disciplines .. :·lcmphnsis atl.dcdl (GATT 1986}.HavingUlc nWrc comprehensive 

set of p(llici~s on the table fCmoved one oCtile deficiencies oflhe ng.cndasthl' 

agriculture in these curlier Rounds and estahHsh<',''l:d one necessary condition fOl' a 

ftlm.iam.cntal change in the conditilms under which ugtkuiwrnllrade would luke phlGt~. 

Since llgriculwml trlldc policies to a lurge extcnt arc merely an adJUllcl to domestic 

policies, ncgotintions 011 the fm'met' muke liule difference to {rude ()utcmncs. As Dam 

ohserved: HOATI' bas been ineffect.ive in ngticultufc ht!cttusc it has tried to separate the 

international trade aspectb or agriculture from the internul policies which lend to 

restJ'ktinns onintcrmuionnJ trade in ;tgriculWl'ul ptoductl)." (\Varlcy 1976~ p,.l~9). 

A second ncc.cssltl'Y condition for success wus u change in government attiwdcs 

lowards the consistency of their agricuHuntl policies with the rules of GA'rr, The 

unplanned extension to the Round fn:uu 1990 to f 993 gave the region most f'esponsihh! 

for tht.' dcJuy~ llnml!ly. the J3ul'opl!un Community (Ee), the opportunity to undertake 

suhsttmtittl reforms of (,he Conunon Agricultm'ull'olky which 11l\~n \~mlhlcd tim EC to 

J'cduc(~ the levels and nature or im,:oll1c support i'til' farmel's and to make them tnOl~C 



c(msistent with the~ol1Iemof tbef)J'a!t ;/finall\ct(Auotl1993). The EC's 'mnin 

prmagollist, UniJed Sl~t~S. once again survi'vcdnOA'IT l<otmd wIthout hav.itlg its own 

behavi<mrattucked in. atlY snosl'antivc WQY. Fo)' eg~wlpl(~~ fh(l OS nutintnlncd .its 

inftuuous \w~lvel'.gnul~ed()rigitlallyin J95:5~ it cnntintlcdhs :Meat ImportL.tlw .and its 

t!xpnrt JEnhallCet:neJJt Program, 

The hilateral tension between .the tIS and the Ee over ugrlcultttre h~lS been ()n~ 

goi.ng rot thn1C decndes.H()wcve.rll the source of that tensiun is to found at least a 

clecqde. earlier when the US g(,vcrmncnt uU(J\\:'cd its domestic fnrm lohby to nverddo the 

country's inlcmatt(\flnl obligations .in the GA~J"r syst.e:m. In trying to undet,'iUlnd why 

the ngdcultutul cnmpnnent of the Uruguay Hound negotifJ.tiol1s proved to he so 

prutracted~ despite the mounting cmplricalcvidctlcc of the cost'; of unchanged policics.o 

it is tle,~eSsuty tocollsider the way inwhtch the Articles of the 0 <\T'T' and the 

cC(,Hlondcsand politics of ugdC\llturc internct. 

¥rhc nhns in thispuper are: first. w argue th~H the origina.l ohjcctivc of the 

CiA IT wa.~ not fl'ce trade hased on economic thQtH'y hut the establishment of an 

internuHontlllega:l framework within which inlcrmlt.1onaJ commerce cnul.d occur \vith 

minimal internntinnnf tension (Section :2): setund~ to illUslrntc the producer hias in the 

GA'J~r (Section li: third. to identify wht.m.i tht: origins of (he djJficulti(~s fit' with 

respect tu agrk'ultumJ tnu:k (Section 4); and fourth. t.o a~St;&S thl! eX(,tmt to which the 

()UtCnlllC of th~ L1ruguayRnund is likdy tn ensure tim! lll.!rirultural tmdr.issucs do not 

dominate the trade agenda in the nex.t Round f Sf.~ction 5). 

2. GATT Articlcsnnd Agriculture 

~"thc OA TT is tln intcrnlttiollnllcgal dncULUt.>nl, \~'lw;;~ primary purposl!' i.s to 

promot(~ nt' protect certain puliticnl goals of nation~stat'·s·· (BnJthvint980. p.Rl). 1m tht~ 



cnse ofUiwiculturc thesc1,;cullshavc been hU'gcly hl(ij·rllalltnt}·to tbetkHrlmeutof 

hu~rtmth)lHllIX!latious. ~\l:l uppe(tl'i,~ lhat hl.ng.tic:tlh.~wal tt(.de~ .... nany govcrlUt1.cnlSdo 

not hcsitute {().v.lnh(iC both (h~ leucr~U1d the spirit (1)fthc (lenoral Agreement if they feel 

that dOlll(!:Slicpoliticull1fe is eusict'thntwnyurrnngcnnntnl. 1987, p.249), It i~ortcn 

sHu.cdthtn ugtic.l,litlmlilmda has romained tmtsldc lhcOATI".fro tho taxtcnl thut this 

hns heen true. it hal) stemmed fl'OI11 U.ll unresolvcdumbivnlcncc ~m tht1 putt of 

goverlunentsabout. the stulns of the ugrh:ulttwtd sector and of ngrictll tunll U·ude. At one 

extreme tilel'C bave bcen,gnvernulcms which htl,·~ ndvocated the stundttrd nen .. cJus~kHl 

position that agriculture shmdd be treated us ~my oth~t sector:. (here shnuldbc the 

progressive r'cnwva.J ()f trude hm'1'icJ's w1th the consequent structural ndJusrm~m forced 

by itllcrllatiOJ\~tl competition. modcNHcd as l'(;'quircd by ndjustmcnt assisUlllCl! 

pl'ograllltnCs. From this sUHldpoim. the Artidcs (~f aA'T"r~trc nppt'opl'iatc f(lr 

agriculture nnd th!\! prohlems have luillwhh the Inc.k of \vill of gtlVCmUlcnts loudhel~ to 

lhe lUit;'!$, At the other extreme ure govCftllUCllLI;) which huve advocated the position that 

agriculture is difli:wcnt fhull other sectors, that it has a special status requiting dim.1rent 

rules for trade: the establishment of regulated and lllun.Hgcd intcrnntimlal rnurkel:S 

which would pcnnh h,HlllOnis(!d nntional pl'oduc:lion and price policies arc seel1 as the 

appropriate policy envi!'onmenl (\Varley 1l)76). In principle. the t1nited States hU5 b\'~cn 

ufl..l.iiociutcd with the fonner po~itinn. the European Community with tht! lutter. 

However. in practice, the {JS has also hl!,cn a:-;~m.~iatcd with the lutter: ~. , .. from the Vl~I'Y 

outset, the trade 11l1cs of the GATT werc taiJorcd to fit Qorncstic farm programmes 

rather than the reverse" H,lnthn\vnv 1987. p.104L 

Those who framed the GATT t'ccogniscd that in many ~I.!ClOrs. hut ptlllkttlurly 

h~ld to he Inade. h W(l!'l HI.:e(;!plCd tlH.tt go\'cnlmcnt~ hod kgiumatc anns for ilgficultuJ\' 

and dmlc(..'llnOlnlC efficiency Wll.\ hUI on!!. and perhaps l'vcn a minor one.' ()thcr aims 

I Fcna :tl~CeIH dhK'Us,l.;tmr (If (be non ,cc;:onnmicHh"cc.:tivc& feli' ngricuhure find a (J ujd"rn of the (cnn 'tum­
c·cullnmh:'. ':'Cit W mwrs ( 199m 
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huve lncludedthe pmvision orhlgbetUlld mort:: s~~\hlc incomes {'tn' fttrm l1unllics, the 

~'onscrvatiOll nf the S(it~i.t\1 fubdc ·ofl'umlnt~ns"ns$lsttUl(}e wHh (he lU()tlUtlllstllJOllOf the 

sector. (he pl't)visiou (}rro(}dset~ud.ty. dud the protcetiotltlfthe Stlctor from hHt!mfttimml 

rnUl'ktH instnhHil}t.2 TOtllis US1 of tmdltiouHl obJoctives slwuld now he udded the 

IWCSCl'vtltiol1 of the rurtd envil'tHltl1cllt Nuvertheless, utlder the leadership of tbe US. 

only thl\~e Artides mnke spc.~lnlpl'ovjsi()tl.fnt~ poJieies to\\'llxds agriculture. cmmely. 

Article XI onqtUunimthte iU1PQrt restrictiuns" A.rtieh.~ XVI (H)CX.port. sub:sidie~und 

Article XX (ltlCOltl.rtludtty ngreetmmts. 

Throu.ghout the lusllhree decades. fltWcr'umcntsin the developed countdestwith 

vcry tewexceptiol)s. have contin.ued to pursue agticullUt'C pollcy objectives which nre 

inCOllsistelllwith the notion of the gaitls from trade. 111C assumptions on whit~h the 

guins frOlu trnde dep~~nd: are impHcitly assumed hy governmcnL~ not to he rclt'vlUlt. 

h4oreover, (0 achl.cvC ~ume (If these ohJectives, policy i11stt'urncnts hnvc had (0 he used 

in wuys which art! iJlcnnsi,)lcm whh the !'ules of GA--rT. FeU' example. t.he hlwmutifmnl 

stability of httemnl mnrkcts has bCl~.tl thought to necessitate u\(~ USc of hnport quotas 

rUCher thtlll tnrirrs.\ It i~ no surrtisc thtu intctoaticmal negotiations overU1C i'utes for 

agricultural trade should have ht~ten so protracted: the Hhl.!l.'ulislUinn of ugricuJturnl trude 

would have Ufldcrmrncd the ability (1fgon~rnm!.::nts to achieve n(ltional cconomit: unci 

social goals for ngri.cuJture, goals which tU'(~ p~:t'c~ived to more easily achj~vcd. tht" 

more insulated the domestic sector is from hlh.~rnu.lionnj compctHioJl. In udditinn. umil 

the 1980s; the e.conomic costs and dislrihutionul Cnt~cts of farm prog.I.'lUluncs.u.1thnugh 

well enough understood . ., were of insufrk~IctH puliticnl status to CflllSC governments to 

ult.er eoul'sc.However, for several cntll1ttics, includIng those of lilt! He. the pursuit or 
thl'se goals hns heen modified over the past dccad!.~ ht;.>Cliuse or dsi.ng and un.su~tuintlhk 

hudgetary costs lltldhy puhlic perceptions of the L~nviJ'onlUCJllal damage d{lJ1\.;~ by 

2 During {be l(;lRO~, th~ govcrllmenLI\ of AUliitHllin and Nc\v l.cnlamlhavc olW\:hcdllUU:h lower weights 
In tllC~Q pritJrittcs.in some "'~tse~ nppcnriug to give th.em (l 'weight or lent 

'\ For nu Irucrcstin~ uj~ClJ$l\lUt1 of Ole du:licc of poUcy hlSlJlim~ut to Hd)i~vc Uu.ermll Huu'kN IHnb.iJHj in n 
poli.t:k:ut cnHloUlY framework. sec Lloyd tllld 1 ;nlvcy ( 1986t 
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tl1odetl\ lntCllsive :tlgdcultUl'c \vhichhashcctlcnceJot'UJ],o:dbyexcessivcly gCI10tduspricc 

'Support ptagr;.amJtlos. B~Hh otthuse f~)rceshnvc wettkCtlCd the p~)liHcal influcnce of the 

i'ntmlobby. l'lenc(~,hy 19871110 membets nf(be()l~CI;) agreed tlHH there slinu]{l be n 

~teCoui)Hng' of lUHiomdnIldhlb:rnntiouul.pticcs. th.e ~decuupHJ)g' (i)f SUppuft fur rnm~ 

incomes frrHll pwductinn dncisiullS and the uu'gethlg.of Supl>ort 011 clettrlyideunfi~d 

groups (\Vnrley 1990. p.312t 

3. EC(HlOmics and lhc(iAl'''r 

In the theory of lllternUlional trade thete is a ccrl~dJl symmetry bctwc<mimport 

und c::qlOn UtK~~ and ·s\l.hsidi.es in their imc1'llal distnrtin;g I:!fICClS.Yct itl the C1A 1'T 

these 1l1strtunenlS nrc treated as .if the>{ were different, as indeed politically the)' are,a 

point not lost (10 those wbo dmtled the Altidcs. 1'1115 asymmetry ~l1iscs been use or the 

gl'ecuer lobbying Of retH .. se:eking POVlCt'S possessed by producers relative to those of 

COllsurners. Hcncctin the GA'rr, import and export taxes arc pcnniucd hut nt!;! to be 

negotintGdaway ()ver time; export subsidies UJ'C hanned altogether except in the spc .. Cial 

case or primary pwJucts~ und thel"c is no mcntioi) made of import suhsidies (j3tlldwill 

198(H. Oflhesc four eases, tilt' tW() which arc 01.' greate.st importance arc import tuxes 

and export subsidies. Acknowledging the incffb.clivcl1css or non .. exiSlcnce of consumer 

pO\vcr to OVl!rCnml~ the resistance of producers. GATT p~rmi{s time for adJustmem to 

lower levels of import taxes as \vcll as n.~dprocaJ concessions. Le. the request undoffer 

approach 1,n tariff reductions, Crucial ftw lilt' inlc111alinnul cxdmngt! of conc~~s~ions is 

the support of domestic producers ill thl! cxpnn sectors who would gain from a 

reduction in fOl'eign uU'iff's. So long tlS dumcst.ic ,~xpn .. tcl's lohhy fot' greater access to 

foreign markets {md redprocnlLUriff reductions are tltt: only fficuns of u(.!hicving tJlI..t 

outcomes. then gnv~rmncnls have domcsti~ producer support for reducing tariffs in the 

impol'H:ompcting scctnrs. Crucial to the mainu:mancc of lhis mechanism is the 

inahility or govCmmc.lHs to use export subsidies as 11 mctUls of assisting. dOlll(~st1c 

exports, \Vith the banning or expon subsidies lutder Article XVI.~~xponcrs an: il rort'~ 

ft)r freer tmdc: with such stlbsidies~ th~y Hfe not 



It is in thls, CO.IHUXl thnt the spceJolptovisiotl$ fttt tlgri.culrutlfIJ)t(lduc(s inAl'tiGle 

XVl:3 nrc fUtldunRUltat liud .pdnlttryproducts bg~m treated 111 the S.I.lIl1C way as other 

pt'OdUCLS it lhcll govcrnmet)ts,pnrti.clllar'ly those itl the tJSnnd'lheHC, would ht\ve hUIlt) 

forced to act at ~tmuchco'rUcr SHlgC to curb lhecxcessive budgetnry costs of their 

ugricuhund policies becuuse.uIlJtswrJgc c{)stsare genernUy UHlCh hlgher thnn unit 

cxpot'tsubsirly C()stS. Of course the mechanism QutUnccitlbove fOl'fc.ciproclll 

conc.ossions W()\lld 1101 huve appHcdQftc1l to ugdcultural trude bccu.usc of the 

suhstmulnillse made of m)Jl"'tnrlrr butdcn;. NcYcl'thelcss, thchullning t)r e:xpnrt, 

subsidies fOr priulury products would hnvc prevel1ledthep('cs~nt diswnions ill 

illtCI'Iltllkmtll rtade ill ugricuUuruf pt'oducts otl thecxpnrt side and pel'mined ttl lema 

some semblance nf [rude paltems driven pUttl)' by comparative mJvnntugc ruther lhun 

Inrgcly by govcrnmcIH policY setthlgs, 

1"hc pr\)ducer hias inhetcm in the At·tides is also found in the <:nmluct nf trade 

negtlti(Hit1J1s. Krugman (1992} uses the term 'OA1"T"'lhlJlk' to charncturisc the 

mercuntiHst undertone tif trade negotiations, e.g. the use of Um term 'concessions' in the 

lunguageofthc ncgotia1ions. Underlying the tenn ~c()ncc~sjom;' arc the t101icms that 

exports nre good and imports arc bad. Although such notions make JlO ccon()micscns~. 

Krugman buggests that they do explain agrcal dcnl ahout the conduct of intcl'natiOllul 

lnldt' negotiations. By negotiating on the basis of conccssiof1s J countries move towards 

freer trude withuut even acknowledging lhcll.COIlC)nl1<;S or the gains from lrudl..\ 

4. Thf!Ofigins of Agriculture's 'rrudo l~n)bl~lllS 

For imcmHtinooJ trude in uCHHlgl'h;ultlrml product;;;.. the dl';tftc!'1.) or the Al'{ich.~s 

of GAT'r provided govcl1llucnts with thl~ mOUllS of trading niT thL' intcl.'cS1S of l1J'ocluccr 

groups ~mcw\th nnothcl\ thereby we:lkcn1ng. each grotlJfs uhHHy to dmnill,ltt! the ttndc 

policy ngenda. To a ltlrgc extent this stmlegy has bl.!cn ~ucc:cssrul~ t(.uif[ mtcs on 

manufactures nOWtwentgt~ uround l1vC' pet' cent. HowC'ver. fewagl'icu.ltural pmdm:ts the 



su;ntegyhus tnUed"lthns fnUedbc(,\'(lUSe t1tfbl' sXJhstnnUnlmunber ()t d'Hne5ltttp~\Ucy 

yJluls,I~)rilg.rlcult.ui~ ultd the slJPptlrt,(ltt,hest~ llyhotbpmduc(~l'Stlnd¢ottsumets: 

bc~~m5e g(lv~J'utm.mts IH1~e.lmlCho$~)hptdi.c,lu5u~ufn.etH:S Imsl~d un the turgotiJlg rule. 

tlnn'wtls dx:velup~d blthl~ 19nOshutlm:v:ei oll~lwed Iltllilletlle(.~cn)OnlY Ct)Jlsldpl'uttmtS It') 

ttitutte lllech(li~e {If :iusltumelns;het.~unf\citnrmrts·or ~tgl'k:ul1tLtulpr!'lduct~aro 'slIhjm:t 

(,(} 01il!l"tatiff :b.nJl~h:!'r$ \\ihiG:h {U~ .umrt'" '&ifl1utdt l(:) t~dllce on n l'e,quest Ulldn(Ierbasis; 

becnusC' oCthe unflily (lri()\f~!ff.untJ,flts t(lUSC ~~'purt suhsfdj~~ tut"em(wC' dnmt:sdc 

snrpluses and (;0 sbilllhc' hurdtm {~r sttut~tUt'tll' udJust .. menl to ntJl~r t I)tmt.tles~ U11tJ 

because of the '~~ilptur.e ~Jr ,gt)vernm.cnls by the fUrf.Ll1uhby. Thb~ cUJ'lurc stt1U1S fnnll tho 

inahiUtyu.r umvjlt.ingn~ss of lHY\~t~rI1Ul~,:ntstn cf,'f~cl fundtll'rle'nUtl<:ha.ngcs·in their 

d<lmeSl.,l~ f~lrt.n pulicy hlstuuncfltsf~t~CUuI'J,C of the way hl which interest t~nmJ)s intt'mcl 

Witb votc"lnn:;~~imising goverlltl'H!rltS. ThcrefuJ'e. if hllm~ltmi()Jud .tmdtZ iUllgricuJturid 

prt:~dtrt.~lt4 is In hCCtJlnea rel1ecliHu uf conlfHl,taliv?~ nd"~nUUtgt! nuhct aunt dOnl\.~sti~ policy 

hlsu·um.e.llt;. then this eu(h")g~mcity bas to ht~ b:tukttn. 

The existing Artich.~'s or the (lA'r'l\Wflh the exccptitH1 f,[ Ar'tidc xvt pruvide ~I 

:>l~l of ruh!$ whkh w()uJd bave pl'rmHtC1d u gnV~rtunentwnling to hn~uk the sbtl~kJes'nr 

Hs domestic farm Itlhhy to dn so, l'lmvcvcr. for dtJmcNli1:: pnHhcal cunsjdetatiull~+ 

governments hnvf.;! nvnidt~d ihis opportunity in.a JHJnther of wuys. Thc1i;c lUl\'l~ included; 

~tvnlding the u.s~ of Artide XL2 which pctmit~ Ih ... ~ imposition of llnput't qUOIns on 

.agricultural producl~~ hCC1USC nf lhe pruviso that d(iroCSlk prodnction ~hould HI~n ht~ 

reduced s:ilnultnn(~fmsly. the VC'l)1 ntHcnmc whkhl',jlrm progt'atlHllC~ ute dC!4ignc~d t() 

nvoid;4 and introdud,JH! "fltev artmU 

tVCU&llfCS such ulimlnUln nnr')ut't prh:cs,. "nrj~thfc ~ 1tW< .. :-

4 It ba ... wmed flut to he l.mf{lntl~.mJe th(u durirHt the g}~H"" tIlt' {~tUlcd St'.ltt~ ~Llh""ed H~ dnfllt:'Sfk fntltl 
lubhy I.n J:Hdll !'\uprcmuc:y .intht' dt.'hmc HJ.'UJ \\Ih~!Jltr Jmtinn.d It.~gbilntwu • Set'uun 22 Hf filt' 19:t l 
Agri(;ultural Adlu"'tUlCut At'.1 u.!'> AJ.I1cndcul !\hnuhJ 'like prpCC'dt'llCt.~ U\\"I' Hl1el'UatlNml {'hli,PIHinlls lilt: 
uUi.\,.:omcwns.that thetIS suuphl awnil.'cr undel' ArtH.:h: XXV, ~ of u~ (:ntlUnilmCIHSf\m~>(;·rnh.lf.) hn!RH\l 
quota~ under Attidc Xl. Thcrcron~. muC'h .01 t 'S il~l'1cullw'nltru'tr: pnhqr wn,1\. l'CUlu\'cd lrt)fl) the rnll: ... ul 
GAT'!. It i~ imnlc. ttleref<ltt::. (1u.I! tn (he 1(1()(l!'l \!':hen Iht' CAP \Nn~ hctull dcHned ~md tHlllfcitll.!Uwd tb:n 
the r lSl\bmlld demand It return to the nriglmt! Hlleutmn uf the (i'Arr UmVWnl'f. hytbc 19(~O .. lilt' t t~ had 
l.n~t. it~ undisputed ,1~:au!'!r~lup 1n tbis ;m::n;lOdthc pm.\'~J: tn impfllll.;' it,.; will ,Warl,'>' 1(}1(), l,·lSlt .J·mm 
tbl~ p.criod stem", the \:,OllllU\lJug tcns,ion hr;lWt;.cH (he l ~s oml the El« (wet llf!rJ£'u Iturnl poln:)' \Un} u",ldc: 
and, nllimlUely, Ille hUatcr~t1 dcru!i ~trud~ tx-t\\icl.:'n themou ng,nculture ill the {!rugUtlV Hmmd 
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1m port lovles~ st~Hutttldh)g. tlndVt11.nlltttryQ,Xport J'ustxalll(S,. t'utht.W(/mI1 usiH g thu 

C(lIltiug(tucy protect.hm :pl·ovfdccl\md(~fAttl(.tlo ,XIX <It) snfeguurds. f!JGtlCei 

goVcrtl.Jl1~n~s cmd.d .hnveuscd IbC~,x.t~llng f'ule;s ofOATT to ptotect thcmscJvosfrnm 

domestiC! lohh)' prossur~hndthcywjShCd to dt') so. "'fhcrelbrc, wh~ltjs t'equi.rcdis u 

stfCng.thcll.ing of the tost)IVe l)f gOV(WlmlCI'l.tS to seek «1 4~Ghjcvc thelt domestic pc)llc), 

goals Jiw agriculture by instruments which ~u:c' ttl()I~cfCickull Q(lhlcst.1cnlty, tc;ss 

disJttptivehuenHltit1nnUy tlnd whic:hmrnitnis~rtUlH{Cekhlgby (he fnrlT'l SQctnc, The 

govummentsof f\uslrUUu. HU.d New l.enlMld nreunustmJ tHllOIlgsL the (}BCJ) C{lUlHl'ics 

in having In()v~d ht tills. diJ'c.ctimt 

The Suhstdies Code which emerged {tom the Tokyo Roul1d .implicitly 

a.Ckll()wledgcd that govem.ments required sortlc outside help in otdtw (0 uchicvc, gl'cu.tcr 

disciplillc In dw use of suhs:idics. Part of th(~ n'~une\vork waS provided hy strengthened 

dispute settlement procedures Undt~f Article XXUt I'lnwcv.ct. fot' agriculturnl trade 

disputes the estahlishment orOA11~ Panels bus rC$olv~'d very little u.s govcrtnnems 

have contested the intcrprcUlti()J) oCthe Articles, particularly Articlc~ VI und XVI. 

There have two major difficulties, Tht~ first bas heen that govcmmcm,s IHIVC! often 

ignored or failed speedily to hnplemcnt It ruling which h(lS requited t.hem to modify 

their policy. The second has been tlHH Panels havt.: had to u!')c un nllt.cOIllCS ;lpprottch 

mlhcl' thml u means upprmH:h to determine whcthet the use of un CXpoJt~uhsidy hus 

COJJscd lTIore than un "cquitable market shtlreu to he ttchlcvcd. (n many iil~tun<.:cs~ tht;.1 

t' unels have heen unahle to make a judgement bccnuse they lurvc found iL·din1cult to hc 

certain wlmt the trade notvs would huve he en in the ubsl;.·ncc of thcex110n suh!;idy and I 

ti1crefufc. they were nPtina posW.on to jud.ge what wa~ {Iquit.'lhlc (Tnngcrmn.nn 1987. 

p.255). 

I.n order to avoid lhc\c dilTicultic$ which the DispUlC Panels have enc.:ounlcfcd. 

three approaches could he ndnptl!d. The fir'st approt1ch would he (0 strengthen tlw 

manns Jppronch hy hntllli.l1g the llS(~ of t~c"Hlitl trmlhlc,~wnw domestic and tmdc policy 



instruments) c •. g.d(;HllC,Slic pr;oducdoll sllhsidlcs~\nd UXP(H'tsubsWi¢s. A sQcond 

nJ)pt'Ouch w()uld be III Sn'/lllgthenthe l)ispute ScHlctllctlt"S proccdtnu in such 11 way ns fO 

:w~nkeh the ~djnity{}r 11m 'tJufCllt:lU.Iu· ·lO ign.ore liIHngsugainslthullh i\ndu thitd 

approuch Wt~t}l<.l ho tnlldnj)t ~\ttlodlf'ied OlltC(ltnCS ptl)ccd\H~(~which did l)(ll. dcpcnpnJ) 

hypolhelJcnl ul\de flows. 

Porngdcullure in the Urugvny Round tl hybrid of thcfir[-l(' nod third ifJ)IH'(l~lchcs 

\\~ns suggested carly on itllht~ Hound hy n number of tllC cnutHrlcs which suhmitted 

pr()po~nls.5 This hybrid wns the Aggrc,gal.c MCaSUllJ of Support. (A1\1:S) which hudboen 

tevived by OEC!) in the nlid~1980s fonov~rillg its origin).}! development hy JOSliIl,g.€i 

Thro\lgh cmployinglhe A~1S.h became possible to Jm~usurc thcartwunt (If inC()IllC 

support being provided to tim fm'm sector withuut. hclng ~'(mccmcd nhnttt the different 

trnde distorting effects which differerttpnHcy hlsttlltnCntsinspnsc. At the sarue lime. 

the Al\tS ennhleschangcs in support to be mctlsurcd and then moniLoiud over un agreed 

dme petind. \Vhilc the A,MS is notperfect in the context of trade tlcgotimions:~ since 

th¢ focus is dumestic trHnSrer~ mui not trade. crf~cts,. ncvcrthclcs~ it rrovidc~ u 

pmgmntic potential solution to u prnhk~tn which has I'cmaincd itH.l'tlCIUhlc for four 

decades.' 

~rhc other nspct:t of the AMS is that. in cnnjullctinnwltb the categorisabon of 

policy instrument~; it hrenks the t:!ndog\!ncilY of agt'icultural poHci(;\t-, and rorCt~~ 

govcrmm.!lll..s tnudnpt greater discipline in tht: usc of these poHdc::,. hiswcn~k.1.10WI1 

from econornk t.heory that incolllC SUppOlt i\ heM provided hy direct. meuns and not hy 

the mnn.ipuluUoll of product pdct:l'I. Benet,'. agl'icuhuruJ polk-let.; l:an ht: calcguris~~d a~ 

either good or hud depending on whctht.;'r lht;~y dTccthcly dCL;unplc income support 

7h1l' u di~t~u~~i()nol' lhe dehiUe MU11!UndUlg Ihe U\C of Ute AMS ullnulc nct,tohnhtlU"I>, ''''t,' MucLurcn 
11991, f1r.2!'4-,25M 
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frtltll dc.cisions nbcmt prodtloti.oll. Cl(md poUciescun lbcnbe escmptcd fj~cml the AMS 

t~tkulnti()n whilst bud policies Jtre not. 1.1) the l)rnfi {tinalAct. it wuspfoposedthll.t 

ugdcuJtutalp()Hciesshnuld be chlsslflud us eHhct' ~,unbcr box' pnli.cies, Le. those which 

tnnUC·flC(~ prodllctiotl or ttt\dc dGcisit1ns,~md Jgt'cclt hnx" policies,Lo. those which de) 

not,s Since ~umbcr twx' poHcic:s ht:,lCOtnC plU't of tbe AMS cH.k:ulatitm und the size or 
tile AlvIS hns to be l'cduccd oVCt tnl)Ct th~I'C is nu incentive rot gnvcnHll(mts to change 

theit polk}' t.nslrtuncUlS nnd to pwvlde iUCOIllC support h},lc~s distorting means. 

5. the Urllgt)Uy Routtd·OutcolllC 

At 111'st gJtihCCi it would uppcur thut the outcome of the Ut'u.guuy Round has been 

tnOI'C successful in agdculture ttUHl ~ltlY of th<: p1'(~vinu$ R(\tmds hnvc heen. First~ ther~ 

wns an ngreement to COIlvct'i alI nOlFUlrifT huo'tors to tariff harricr~ nnd then (0 reduce 

the (atin'rules hy H11 agreed nnlOunl <wel' a si.x~ycur period heginning in 1995. SCCtmdf 

domcsth; pnlicics which full intu the 'amber hox' arc putt of the AMS calculation and 

the vulue of the totul AMS hus to fuB fly 20"jt of the bast.! period vulue (( 9R6~ f 9RRl ()VCI~ 

a six~YI.!,nr period hegillll.ing in 1995. Third. it \'-ViiS ugt\~.cd liun the usc or eX.pllrt 

subsidies would he curtailed such thut the volume :(lnd the vaJUI..:' of exports ~uhicL'l to 

subsidies would be reduced frnm the hUM! period ( I 986~ I t~90) OVer a six~ycar pl!rind 

heginning in 1995. And fourth l some progress has lwen made on Juu'mOni"litlg snnitul'y 

al1d phYlosunitur\ regulations. At the in,siSlCI1l..:e of the EC. the AMS i}' l11easlH'\td ~H:roSS 

all eommot1itk~,,~nd not nl1 U t'otmlwdity~hy·cotnrnoJity hasis. Thi;) wcukcns the 

agreed outcome as il provides ~(,~upc for in.ct\!as~·d protectiun for some l..'olHmodjth:~. 

Tn huttress this liml..!tablc lnwul'ds achieving t11on~ nnional agricultural polici\2s. 

t.here was also the proposal in the Draft Fin,ll Au to modify the Dispute SeHlelnent's 

prut.:edlll'c. Tbi, amemfmcm mny well turn nut to hI: cl'lH.:ial. given tlte Imitudl: \vhich 

stilll'cma.ins f'tlr dilTcl't~l1l .illt.t!I'prctaliol1s of the time ~cric~ of vnlues of a country's 

AMS, The prindpal modification propu&cd is thnt H strict limclUhk~ he cMuhlishcd for 

S Sec AnAR1~ (1(}92. p..l99). 
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cachcornponcut nf the disp\llC pr<lCc;SS. [n addil.inrl~nn Ll['pcnls PJ'ocCduI'cwln be 

established wlueh willttll{)w the 'd~~fetldnne the opportwliJy 10 upp(mlllgainsl the t:llling 

011 groul1ds()f lnw mId lcgnlintcr:ptctutlon. -rhe outcome of tho decision by the 

Appellate Hody would then hchindlng unless the J)iSputl~ S!~Ulemct1t Body decIdes hy 

C()l1sc:mms not to adopt the dcc.ision (Anon 1993). Thtschangc of emphasis wUI remove 

lhe pn;~sclu effective velo which the CQnu'actlng P~ntics have (wer the findings of n 

Dispute Panel. 

The Atlic1es of the GATT make spocial pl'Ovision for ngricultumllfude to only a 

Vel) limited extent. Yet the waiver grunted to llw US removed much of that coumry's 

agHcnhutc fl'om the j'ules of OA11 ~Uld, !'ubscquenLly. has weakened US hegemony in 

the three i11t)st recent negotinting Ruunds. [n addition. the speduJ stntus of primary 

Pl'oducts in Article XVI has removed an impOI'Ull1t check on govcl'mncnl policy ilnd has 

permitted govClilnlcnL,\ to usc export subsidies to avoid mnking the diffkult polHical 

decisions necessary to bdng ahout structural adjustmerH in the ral1n sector and fll~er 

international trade in agricultural products. Tt appears that the outcome of thc Uruguay 

Round has dnnc nothin.g to alter this Article. although there has heL'n agreement thut the 

levels of export suhsidies wlU he reduced by modest umOUll{s during the remainder or 
this decade. 

At a rundamcl1.tnllcvel. it remains unclear v.'hether in the minds of governments 

agriculture remains u special sector with respect l\) economics and the rules or GATT. 

In som~ countries. I..!.g. Australia and New Zcuh~nd, it would up pear that, utlcnst rot' tJIC 

tim,,! being. agriculture \.\IiJl he suhject to the normal opetntiol1 of Imll'kct r(m':l'~: in 

other countlies. e.g. most of the othl~r OECD countries. hut partic.:ulurly France and the 

• lniled States, governments rcmnin caplUl'l..!d hy the ('ann lobhies and, consequl..!ntly. 

agriculture will conlltHK' to be protected ('rom market forces. Hence. it is unlikely .in the 

lll.!ar fut.ure that ugt"iculll.lral policies will he consistent with either ccnllornics or with the 

11 



tl1dglmd iOllll1liml.Qf Ih~OiVrr,JUlmcly~ to hnvcurules..:b(lSCd f~llhel' thun f1 pO.W(U'" 

btts~d·lhullew~~tk ftw intdhlutlonttl ittnd~. 
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