INDIAN AGRICULTURE SECTOR UNDER ‘WTO’ REGIME

                                                     --    Dr. D. ILANGOVAN, Professor of Commerce, Annamalai University

          The World Trade Organisation, in the recent past, had brought about certain policy changes in the field of agriculture, which is considered to be detrimental to the economic development of many nations. India is one among them. The Indian economy, being more dependent on Agricultural Sector, it is all the more important to discuss about it and come out with operable solutions for the farming community to be wary of the changes in the offing and to be prepared to meet the challenges ahead of the agri-business as a whole Agriculture in India is a lifestyle rather than a trade issue. Further, it is a mean of livelihood for more than 65% of the population of the country, majority of whom are subsistence farmers. Given the above agriculture should be taken out of WTO. This paper is an attempt to highlight the various dimensions of the Indian agriculture in the present day context under WTO regime.

Competitive Dilemma Imposed on Farmers and Businessmen

         For as many as fifty years, since 1951, when the First Five Year Plan was implemented,  India functioned almost as an island unaffected by market forces in the global agricultural economy. Contributing to a huge part of the Indian GDP, agriculture and related businesses operated within a closed system, characterised by productivity, quality and cost at variance with those in the advanced agricultural economies. This half-century old scenario is slated to undergo a revolutionary structural change in the wake of the multi-lateral arrangements made under the World Trade Organisation (WTO). No longer will Indian agri-businesses cater exclusively to the Indian market. They will have to compete with global players. Simultaneously, they will also have smoother access to the global markets. It is, therefore, pertinent at this stage, to look into the major impact the WTO is creating on them. India was forced to either phase out or eliminate the quantitative restrictions (QRs) on agricultural commodities and products latest by April 1,2001. India has therefore, opened its market and in turn made the farming community vulnerable to the imports of highly subsidized products. Already cheaper imports of skimmed milk powder, edible oils, sugar, tea, areca nut, apples, coconut etc have flooded the market. Clever manipulation of their subsidy reduction commitments has in reality increased the support to farmers in the developed countries. In the United States, subsidy to mere 9,00,000 farmers has increased by 700 times since 1996. In reality India is committed to do away with agriculture subsidies under the Structural Adjustment Programme of the World Bank and the IMF. In any case India provides only one billion dollar worth of indirect subsidies to 550 million farmers. India has seen a massive increase in the imports of agricultural commodities and products from about Rs.50, 000 million in 1995 to over Rs.1, 50,000 million in 1999-2000 - a three -fold increase. It is reported that “Both developed and developing countries are finding ways to subvert the WTO regime and thus killing its essential spirit of equality”. This paper attempts to present a brief outline of the current scenario as it unfolds gradually, in response to the various provisions of the Agreement on Agriculture (AoA) under the WTO. 

           The impact of WTO on India's edible oil sector had been serious. The import of edible oil had increased from one lakh tonne in 1992-93 to 52.90 lakh tonnes in 2003-04. About 47 per cent of the edible oil available in India was imported. The percentage contribution to export earnings by coconut industry in the country was a mere 0.20 per cent. Other countries producing coconuts have advanced in product diversification. The coconut products from India had to be price competitive. This could be achieved by reduction in cost of production. With the prevalence of high labour charges, the only option was to increase productivity. 

The agri-business sector consists of organisations which:
· Supply raw materials to agriculture
· Supply capital goods to agriculture
· Procure agricultural produce for selling
· Procure agricultural produce for processing
· Provide services to agriculture
Further, there are two fundamentally different types of players in each of these sub-sectors, namely, Indian companies and multi-national companies (MNCs).

         The top gainers in the WTO agreements are Australia, New Zealand, East and South-east Asia. The traditional winners are the US, EEC and Japan. The losers are African and other less developed countries. Thus, there is protection to the strong and mighty. In India, a risky complacency is developing namely, “We are safe”. However, India missed the bus that China and South East Asian countries boarded a decade ago. It is imperative that India learns from the strengths and gains of these neighbouring countries and speed up its acts to liberalise, privatise, globalise and reform the agricultural sector.

Strategic Issues for India

        The former Finance Secretary of the Government of India, [who is now the Convener of Indian People’s Campaign Against WTO (IPCAWTO)] Shri. Shukla said, “An agrarian crisis is already gripping the Third World. If trade majors coerce the resumption of the suspended talks through some cosmetic moves in agriculture to take on board Brazil and India, the crisis will only deepen, the political and social consequences of which are incalculable. Even those governments in the Third World that would seek comfort in some inadequate and ineffective caveats like special products and special safeguard mechanisms will eventually find the ground swell of unmanageable peasant discontent.” In the light of the above observation it will be appropriate to list out the strategic issues as follows for India in regard to Indian Agriculture under WTO regime.
1. Transitional period available for developing countries for full implementation of the Agreement and the need to extend the same 

2. The terms, conditions and tariff structures for ready access by developing countries to other markets 

3. Minimal domestic support systems needed to ensure food security, which should go far beyond products and distribution to areas of equitable supply at affordable prices 

4. Export subsidies to ensure that Indian commodity exports are competitive in the Global markets, considering that the developed countries have been consistently providing major concessions directly or indirectly to their exporters 

5. Non-tariff modalities practised by developed countries, including invoking issues on labour, sanitary and phytosanitary measures 

6. Special Safeguard provision, which imposes import restrictions under certain conditions, which are considered to be discriminating against developing countries 

7. Impact of phasing out quantitative restrictions by April 2001, which India had enjoyed on the basis of her Balance of Payment (BOP) problems 

8. India's favourable total Aggregate Measure Support (AMS), which being negative, to be taken into account while considering the across the board commitments for tariff reduction agreed to by developing countries 

9. The impact of modern Biotechnology, particularly agricultural Biotechnology, which is already making a major impact on costs of production and in turn on global prices. Developing countries are disadvantaged, as they have little access to such cost-effective modern technologies and this aspect has to be taken into account while reviewing and revising tariff structures 

10. The design of the Green and Blue Box measures, the former indicating the list of support areas, where no reduction is required and the latter representing direct payments for limiting production to enable price parity, particularly practised by developed countries and 

11. Special and differential treatment provisions available to developing countries. 

         ICPAWTO suggested that India take the initiative for a grouping of the Third World countries for formulating and agreement on trade and co-operation in agriculture, which would mark a paradigm shift from the present WTO agenda. It alleged that the present WTO agenda being biased in favour of temperate zone, mechanized large scale agri-business driven trade-oriented intensive farming. The new paradigm shift should be for ensuring peasant-centric, food sovereignty and livelihood security farming.

What India Needs To Do? [The Road Map]

        The strategies to be adopted by India would consist of many components. It is important to introspect and carry out a quantitative evaluation of the impact the Agreement on Agriculture has on Indian agriculture, including production, pricing, imports and exports, current tariffs and committed revisions. It would appear from available data that there is considerable scope to argue for status-quo on tariffs, in view of our negative Total Aggregate Measure of Support, which means that, there should be no compulsion to reduce tariffs by 13 per cent by 2004 onwards.

        India does not provide any export subsidies which attract reduction commitments under GATT. The only benefit provided is exemption from Tax under 80 HHC, which is not classified as a subsidy. India does not use any of the other subsidies, allowed for developing countries, such as subsidies for marketing costs, freight, for most of the agricultural products. 

       India had never considered full utilisation of benefits available to her under the Green Box provisions, which include expenditure on R&D, domestic Food Aid and assistance for public stocking of food, food security, insurance etc. Similarly, India has not claimed or utilised Safeguard measures available to selected developing countries. With all the relevant Bills on Agriculture- related issues, such as the Biodiversity Bill and the Plant Varieties Protection Bill not yet enacted, a high degree of ambiguity exists with respect to optimising our efforts in the area of sustainable agriculture and adequate food security. There have been no policy decisions on new food crops developed through modern biotechnology and on their production and prices, all important aspects impinging on global trade. Labeling, producing and permitting the marketing of genetically modified foods are all issues which still have to be resolved. 

       It is to be realised that all these matters are strictly within the ambit of our own initiatives and decisions. Negotiations at the WTO meet on Agreement on Agriculture should take into account all the other major issues common to many other developing countries in the same socio-economic belt and analyse their impact on Indian agriculture from an Indian perspective.

Suggestions for Planning and Implementation of WTO Policy Guidelines

       Following are the suggestions made for consideration for Planners and Authorities for implementation of WTO guidelines in India

  (i) Subsidies
a. All subsidies in agriculture provided by developed countries must be immediately removed. Further, all boxes need to be abolished. Till such subsidies are abolished, the government should not enter into any further negotiations.

(ii) Market Access
a. Market Access needs to be kept out of WTO negotiations till all subsidies in developed countries are removed immediately. In case the developed countries refuse to remove these subsidies, India must bring back quantitative restrictions to protect its agriculture.

b. In case of imports of agri-products (e.g. soybean) that has depressed the domestic prices (e.g. oilseeds such as mustard), the government should raise bound rates of tariff to the extent that protects the interest of farmers.

c. All tariff lines should be kept at the bound levels and no reductions should be made at any cost.

 (iii) Reject the July Framework, 2004
a. July Framework, 2004, is faulty and against the interest of Indian farmers. It provides opportunity to the developed countries to maintain and further increase subsidies. Therefore it should be a demand for the total rejection of the July Framework by the government.

(iv) Non-existent Export Market
a. Agriculture exports from India are minuscule at present. Further, a very small proportion of Indian farmers are export oriented. Further, the various tariff and non-tariff barriers make it increasingly difficult for Indian agri-products to enter developed country markets. Therefore, the export potential being projected by the proponents of global trade is quite unrealistic. Given the above, any compromise made to gain access to a non-existent market will be detrimental to the interest of farmers. Instead, the need of the hour is to promote sustainable agriculture.

(v) Trade-off at the Cost of Agriculture
a. Any trade-off in agriculture for service sector or NAMA is totally unacceptable.

(vi) Dairy and Fisheries
a. The dairy sector provides livelihood to millions of farmers across the country and is also crucial for public health and nutrition needs. Therefore, sustained dumping/ cheap imports of dairy products need to be checked immediately by revising the tariff rates and quotas.
b. Fisheries should be included under AoA rather than NAMA.

(vii) White Paper on WTO 
a. Given the numerous reports of the disastrous impact of AoA on the developing countries, the Govt. of India should demand from WTO to publish a White Paper on the impact of 10 years of AoA.
b. The government should also immediately issue a white Paper on the 10 years of experience of WTO regime in India.

(viii) Multilateral Agreement on Hunger
a. India along with other developing countries should insist on a Multilateral Agreement on Hunger that protects the food security as well as food sovereignty of developing countries.

The Lessons India Could Learn From China
        While the Chinese experience with export-driven economic growth definitely offers many sobering lessons, there are many other areas where India can learn from China. China has initiated a series of measures to arrest social tensions and rising inequality in rural areas. In April 2004, the State Council, China's cabinet, halted the ratification of farmland for other uses and started to rectify the national land market. The Minister of Agriculture, Du Quinglin, promised "not to reduce acreage of basic farmland, change its purpose or downgrade its quality". 
       China also abolished agricultural tax in 2006 and increased subsidy for food grain production by 10 percent. To boost rural income, the selling price of grain was increased by 60 percent in 2005. In 2004, out of a total 900 million farmers in China, 600 million received US$ 1.5 billion (Rs.6,630 Cr., approximately) as direct subsidies. 52 million of the Chinese farmers have joined in the rural old-age insurance system and 2.2 million received pensions in 2005.  More than 80 million farmers had participated in the rural cooperative medical service system by the end of 2004, and 12.57 million rural needy people had drawn allowances guaranteeing the minimum living standard by the end of 2005. 
        India, on the other hand, either does not have any of these safety nets or is in the process of dismantling the few that exist. There is much to learn as well as unlearn from the Chinese experience. Until that is done, millions of poor across the country will be made to pay an even higher price than the Chinese did. Ultimately the Agricultural Policy of a Nation should look into the safeguards of the following three important aspects:

(i) Impact on Peasant Labour, Particularly Women
       It is difficult to overstate the importance of role women in agriculture in a developing country like India. Women account for 60 per cent of work in agriculture and food production. There is also an increasing trend towards feminisation of agriculture owing to conflicts and rural - urban migration. In India, the rural population numbers some 500 million people - nearly double the entire population of the US. The global food chain is increasingly distorted by the disparities in power between global agri-businesses on the one hand and farmers and consumers on the other. 

(ii) Food Security
       Food security means different things to different people. The food economy however is currently in an era of trade liberalization and pursuit of global markets. Trade policy and food security are fundamentally matters of justice and human rights. It is assumed that free trade will increase food security, but this assumption should be questioned. The goal of food security is in danger of being rendered meaningless by the economic forces of globalisation and by the belief that all human needs are best met by market mechanisms.

      The Committee on World Food Security of the United Nation's Food and Agriculture Organisation (FAO) defines food security thus " Food security means that food is available at all times, that all persons have means of access to it, that it is nutritionally adequate in terms of quantity, quality and variety and that is acceptable within the given culture. Only when all these conditions are in place can a population be considered 'food secure'. We aim to achieve lasting self-reliance at the national and household levels. In order to succeed, our initiatives must be founded on principles of economic viability, equity, broad participation, and the sustainable use of natural resources". The World Bank defines food security as "access by all people at all times to enough food for an active and healthy life".

       As it is well known the extent of unmet need in the world is considerable. Food production has kept up with population growth, but has not been equitably distributed either within households, within countries and between countries. The United Nation's Children's Fund estimates that one in five persons in the developing world suffers from chronic hunger - 800 million people in Africa, Asia and Latin America and that over 2 billion people subsist on diets deficient in the vitamins and minerals essential for normal growth and development and for preventing premature death and such disabilities as blindness and mental retardation.

(iii) Trade Liberalisation

       Increased market access was the hallmark of the free trade agenda. It was aimed at force opening new markets for agriculture exporters. A recent study by the Food and Agricultural Organisation of the United Nations (FAO), however, concludes that there have been hardly any changes in the volume of exports. Tariff peaks or in other words high import duties continue to block exports from the developing countries. And on top of it only 36 countries (all developed) have the right to impose special safeguard provisions if agriculture imports distort their domestic markets. And these countries have used this provision 399 times till 1999. So trade liberalization will always benefit under circumstances governed by the local planners and policy makers.

Conclusions

       It could be understood from the above that the Indian agricultural sector, with its own commitments and centuries old customs, had come to a stage in which it has to withstand the challenges brought up before by the WTO. As a developing Nation, India has its own responsibilities to its society whose underlying bond is nothing but agriculture, it is high time to assert its position and local constraints to disagree with certain standards posed by WTO as not imaginable to India, leave alone trying implementation in letter and spirit. However, the suggestions and recommendations of several rounds of WTO points out that India cannot isolate itself anymore like an island, when many underdeveloped and developing economies joining the main stream of the global organization to prop up and legitimately defining their role and place as regards their contribution in the agricultural sector. While safeguarding our own interests, it is wise for India to wake up to the occasion and to prove its worth in a Sector in which it used to be a key player since time immemorial. Sooner it is planned, better for all concerned.
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