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veryappealing argumentagainst the ratification of the new GATT

treaty! in the Philippines is chat iv allegedly erodes the livelihood

of small farmers and therefore increases the incidence of rural
poverty in the country, This view stems from ane aspect of the rreary which
requires agriculrural quantitative import restrictions ((2Hs) to be removed
by all GATT member countries. These (QRs have been the primary form
of trade protection which Philippine agricultural producers received from
the povernment.  Lowering these trade barriers now, when Philippine
agriculrure is ‘not ready’ forworld competicion, will economically dislocare
the millions of small farm households in the councry dependent primarily
upon the domestic agriculrural markets for their livelihood.

This paper arpues that the dislocation costs atrendant ro rhe lifring
of the agticultural QRs are perceptively over-estimarted by GATT treaty

"The Urugnay Round Final Act was signed on Apel 15, 19%46 and is presently in
the pracess of perting ratified by abour 120 contracting governments; including the
Philippines, o the General Agreement on Tariffs and Trade (GATT). The mrger dace
of the entry into force of the Final Acc is Janvary 1, 1995,
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opponents. This pereeption of loss has not henefited from the information
that there are built-in mechanisms o protect producer interests during
the implemencation period, nor has i heen validated by any rigorous
analysis of the dara. This core argument against the GATT wreary has
prevented opponents from understanding the proper context of the entire
agrricultural pravision of the ereaty which, if done, would have made them
appreciare how well chis treaty is consistent with the country's agenda for
reforms in the agricultural trading system in the world.

This paper argues thar the agrricultural provisions of the new GATT
treaty would be beneficial wo the Filipino farmers for four reasons,

Firstly, the GATT agreement on agrienlture initiates the world-
wide process of putting agriculture within the discipline and rules of the
GATT. Theend ofic is to shift markershares in agriculvure trade rowards
non-subsidizing apriculral exporting countries, including the Philippines.
Secondly, alchough the country has to liberalize the imporeation of farm
products under this agreement, buile-in adjustmenr assistance mechanisms
as well as measures against unfair rrade and imporcsurges are provided for
in the treaty in order to minimize dislocation coses in agriculrure. Thus,
there is no basis for the allegation thar the councry will be inundared with
cheap food imports robbing che Filipino agricultural producers of their
share in the domestie market.  Thirdly, tariff barriers on agricultiral
products will he lowered in the developed world creating new marker
agcess opportunities [or existing and emerging a;:r_r'icuh'u:':a] exports of the
country. Lastly, competitive enhancing measires, such as infrascruetre
services, will continue ro be allowed under the GA'TT agreement which
it implemented by the Philippines will enable the country’s farmers 1o
maximize the henefits chey can obeain under the GATT creary,

Levelling the Playing Field

Launched in 1986, the GATT Uruguay Round rrade negotiation
offered the Philippines and other non-subsidizing agriculwral nerexporters
the opportunity to push the common apenda to put world apriculoural
erade under GATT rules and discipline.  These countries consist of
medium-size developed countries like Canada and Australiaand developing
countries. Although agriculiure comprises the bulk of economic activity
in developing cauntries, which account for over three quarters of the
GATT membership. they are a heterogeneous group, consisting of new
industrializing, ner agriculoural exporring, and net agricuttural importing
councrics. here was then no basis for the grand coalition of developing

4




Kasarinlan, Yol 9 No. 4, 2nd Quarter 1994

epuntries vis-a-vis developed councries, n agriculoure, they were coually
-@F!ii'.‘ onrtheissue ofwhether the removal ofsubsidies in the developed world
which promises to push up world prices of foad products would e
heneficial to therm as a whole. Ner food importing countries like those in
Africaare perceived to belosers in the event food subsidies in the developed
world are phased uuL.w]1i|r:_'|1¢:r:1.g1'1':*.u]r||:-u]:;x}mniugcrruutricr".im:lmling’
the Philippines, clearly sand o pair,

While demands for discipling in world farm trade came from bath
the major agricalturally subsidizing regions, such as che United States
and rhe European Union, due to the rounting budgetary cost for cheir
l‘ESP{:CLi‘r’L‘ :lgi'!'cletirl.u'n] preygrarms, there was also reluetance on borh sides
of the Arlantic to negotiate the reforms bilaterally or multilacecally in
order todiminish dislocation costs on their farming sectors, The mulnlareral
route was also bolstered because of the Cairps Group of counrries,
consisting of non-subsidizing agriculrural exporting countries, which
had serived to prevent an orderly market sharing arrangement by che
Unired Stares and the European Union of the world's farm reade,

! -

The long road to Uriguay can be traced back ra thie 19505, when
F‘I:&#’il]g come out from the fosd Rhul'l‘a;‘__;c.l: llLlJ'iHH the second world walr,
the dr.‘.velnpﬁd countries saw the need to enswre food selfsufliciency
within therr borders.? Agrreuliural rrade protection i these connrries,
supported by GATT waivers allowing them o introdues quantictive
import restrictions, preceded rhe domestic production subsidies. In the
1960k, producrion subsidies reinforeed the food self-sufficien CY PIOE TS
i the developed world,  Food production in these countries increased
substanrially as a resale of the combined policies of trade protection and
domestic subsidies.

These protecrion and support pelicies continued in the 19705, and
:'a.tu:nrding tir an accomne, the food crisis in rhe developed waorld
metamorphosed into a trade enisis as food surpluses buile up i rhese
contitries. The deive to sell these surpluses into the world marker, in o,
yielded export subsidy programs in the 19805,

The il‘l‘.lp;!l:T of these farm SUp and protection policies in the
Llu".re|upr.l.| world on the net agriculooral cHparting '-i‘-'""'"]”]-‘j”i-z COMLITTiES,
including the Philippines, can be gleaned from the erosion of world

hepond reference of these developments in-agricaloaral reade i Hathaway, [0,
“Agnouloare and the GATT: Rewrining the Boles! Pafey Awidises dre Twee cnaeionad
feanarmies [nstiture for [nternacional Beonomics. {Washingren [0 19487,
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competitiveness of their agricultural producrs: While these products were
still competitive, they had been barred from entry into the markers of the
developed wotld hecause of the agricultural quantity import restrictions,
[lus, farm exports of the developing countries started to decline. The
next blow came when farm production increased in developed countries
reducing their food impor requirements, This starced the secular decline
of world prices of major agricaleural products which continues to the
19905, The declining trend in world farm prices has been reinforced by
the export subsidies of the developed countries. [t also encouraged the
disposition of food surpluses ar subsidized prices in the world matket.

With warld farm prices sliding down, competitiveness of farm
products, particularly, from non-subsidizing developing countties like
the Philippines progressively deteriorated. The costs of local production
are cx.rmpurud with 1'1'|-.:n:.';ls.ilz'-gl:,r lower waorld prices, Muoreomver, the losses
in marker shares moworld Farm trade for these counrries have had their roll
on the productivity of their agricultural producers. While farm yields
have heen rising in the developed world, these in the developing world
were ar best stagnant,

e Philippines participated in the Uruguay Round negotiations,
hopeful of the potential gains, but apprehensive of what it might have to
pive up in exchange for securing its agenda in pushing for reforms in
developed councries’ agricularal policies. Asmall country, the Philippines
realizes that unilateral producrivity increasing programs can only
accomplish so much, and withour the agricultu ral policy reforms in the
developed countries, the productivity gains from these programs cannol
be sustained. Increasingly che tade conflicts emanating from farm
subsidies of the developed world are reflecred by the encroachment af
imporred farm produces such as sugar into the domestic market. Without
phasing down the farm subsidies of the dn::w:lnl:ued counttics, such
comflicts will progressively grow in the future.

The palicy response of the governnyent to the widespread discortion
of world Farm trade hias been to secure the domestic market to [ocal
farmers through agriculmral quantitative import restricrions. This, in
rurn, has created incernal friction berween free rraders and rade
protectivnists simce the prices of locally produced food products are made

arcificially higher because of trade prorection,

Cleatly the internal resolution of these policy conflicr is dependent
Lo the reforms in farm policies of the de.ve]np::d countries, Thus. the
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Uruguay Round negotiation, by including
agriculture in its agenda, is an BRIty
for the country to participate in rhe
mauleilateral effore to seek 4 solution toworld
farm trade problems.  As expected, the
apriculrural negotiation proved o be
difficulr, and ar one point in time, threatened
the demize of chie entire Uripguay Bound
negotiarion not o mention, che furcher
grosion of the credibility of the GATT as
{lmgnur and enlorcer err.r:J.rIi|1§__-l rudes in the
world,

“Thus, the Uruguay
Round negotiation,
by including
agriculture in its
agenda, is an
opportunity for the
country to
participate in the
multilateral effort

Rarticipation in che agriculrural to seek a solution
to world farm trade

problems.”

nepotiations in the Llupoay Round s
consistent with rhe t'.nl.:mr_'r\a national
interest, A ner agriculoural exporter, the
Philippines is concerned abouc the unlair

trade i agriculture due to the production

and expore subsidies mainained by developed countries for cheir
agriculuiral secror, as well as the continuing efforts made by our rrading
partnets to shut out or reduce Philippine agricultural exports in chese
markets.  Deparcures from GATT rules and discipline in agriculture
primarily by the developed countries has only reduced agricultural expor
arnings of developing conintries and distorted world farm prices,
wndermining the comperitiveness of existing and potential Philippine
agricultural expores. [ such departures are elipped and phased our, the
benefie accruing to the country’s agricultural seetors will more than
olfset the shorr run dislocation costs of the implementation of its wn
trade liberalization concessions under the GATT,

Reduction of Subsidies

One key criticism of the agricultural trading system in the world s
its bias against those which are unable to provide domestic production
subsidies because oflack of budgerary resources. The patrern of agriculrural
rade is therelore distorted in favor of ticher counrries which suceeed 1o
provide production incentives to their respective agricultural producers
with subsidies. World prices of farm produces are low as the surpluses in
Lhc&;ubﬁidi?ing countries are sold in the world marker. 1n contrast, poorer
d-::‘n’n:h:rp'mg countries and medium-sized developed countries, such as
Australia and  New Zealand, all of which appear 1o have the natural
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FesOLLICE .'!.I_E".-'ill'll;l.lgﬂ' arcunahle to compete o world farm markets because

of such subsidies.

Dwmestic Suppors. The agreement provides a mechanism whereby
such unfair subsidies are phased out. Unfair subsidies are those which are
provided to agricultural producers in the form of output or inpur price
supports or income transfers that are linked to production performance,
The modality whereby such GAT T inconsistent support measures will
be reduced is through the reduction of the aggregate measure of support
{AMS) which is r]%c maonerary value of iﬁ’th iuhshlius givén th:FLlu-
agriculrural producers of a given commodity as a percent of the farmgate
value of their production of such commodiny.

Based on the agreement, the AMS will be reduced by 20 percent
over six years by developed countries andl3 percent over ten years by
developing countries.  Countries which maintain an AMS below 4
threshold value are exempfed from the mandatory cuts in GATT
inconsistent  producrion support meastres. Called the de minimi
provision, developed councries are exemnpted if their AMS is no more than
five percent of production value, The threshold value for developing

COUNTIIES 1S [N percent.

Fxport Subeidies. In sxport subsidies, the agreement requires

reduictions in both the scope of exports presently covered by subsidies as
well as in rotal hudgerary outlays. Under the former, export subsidies are

ro be reduced by developed cauntries by 21 percent over six years while:

developing countries are required to cut thesame by 14 percent over ten
years. Under the larter, budgerary outlays for export subsidies will be
reduced by developed countries by 36 percent over six years and by 24
percent over ten years for developing counrries.

Retention of Subsidies in Developed Countries

Because of the nature of the AMS-based reform process, itis possible
that GATT-inconsistent production subsidies can be retained by a GATT
member country provided of conrse it complies with the agreed upon cuits
in AMS on various farm products.? It is also noted that the GATT
inconsistent domestic support and export subsidies are not completcly

“While being criticized by reformist counnies such s the Calrns Group, the
AMS-hased reform process may have been essential in keeping the nepotations going
when they hican impasse aver the phaseout af subsidees 10 1959,
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eliminated, Inaddition, direct payments to producers classified unofficially
as the ‘blue box’ support measures are also allowed.

To the extent that the remaining GAT T-inconsisrent SUPPOr
measures injure domestic producers, measures against unfair trade may
be invoked by che eountry. In cases where foreipn producrs are dumped
thto the counrry causing injury to the domeseic industry, the dumping
effore can be offser by the contracting party importing the dumped
product with an addicional ducy called che anti-dumping dury. Where
farm expores entering the country have been subsidized by trading
parcners, again causing injuey ro the domestic indusory, these may be
offser with a countervailing dury,

With respect to the *blue-box’ measures; one should note thar these
support measures are by the provisions of the Agreement decoupled from
production, Thus, these are plain and simple direct income rransters
agr'tu.u]mml prt}dul:r::n, which unlilee their Present counterparts wold
have been neutralived of their production incentive effect. Thecomputation
ol these direcr paynients would now have ro be based on fixed farm yelds,
leaving the producers no incentive to increase their yields in arder o
maximize their deficiency payments.

World Farm Prices Expected to Rise

Dlespire the limitations of the outcome of the negotiations, Le. partial
cutsin GAT T-inconsistent subsidies and the blue box” measures, majoricy
ol the existing projections of world farm prices indicare thar these prices
will be rising up to about 200 percent higher than the baseline seenario,®
The impact therefore of the cuts insubsidies on prices is substantial, With
higher world prices, global comperitiveness of Philippine agricultural
produces is expected to improve. Asaresule, these products can potentially
iin larger marker shares in more markets,

Market Access Commitments

To promote transparency in agrculiural crade, GATT member
eountries have agreed not to further expand the use of non-rariff measures
such as quantitative import restrictions (QRs) and o canifly existing Qs

Wee for cxamiple, Andrews, M., L Raberts and 5. Hester. " The Urupguoay Roand
Chutcome:  Implications Far Agriculmural and Resource Commedices,” Culeak 24
CLR9ET; UINCTALDS W HIYER, Agrecsefinad Trade Lifevafizasion s the Lveeway Nownd:
Tplicacions for Deactopiag Coneres United Madans (New York 19900 and PAIRL
!n1|1|i1..1rinns ol the l.ll'\lgll'.!}' Forwined {1 !J':f'-'i_]
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on farm produets. Two other complementary agreements include the
hinding of agricultural import tariffs and harmonization of sanitary and
phyte-sanitary regulations among GATT member countries based on
internationally accepred procedures, Under the GATT 1947, contracting
parties are prohibited from nsing non-rariff measures and encouraged to
use customs duties instead in their efforts to promote their respective local
industries. Although this particular provision has not been implemented
since the 19505, it has remained to bean important feature in the GATT.
Thus, under the agresment, contracting partics now require to implement

this old regulation in agriculture.”

While the coverage of the agreement not to expand the use and to
gatiffy all existing non-tariff measures in agriculture, special treatment is
provided whereby contracting parties can postpone for ac mose the length
of the implementation period from six to ten years their compliance of
this part of the agreement.  Provided particularly for countries facing
exrreme political difficultices wich respect to sensitive agricultural products,
this however requires the granting of minimum access of one percent af
consumption and the implementation of effective production rescraining
measures, both of which are aimed at discouraging contracting parties
from invoking it andfor from prolonging the period, whereby they
postpone the tariffication of their existing QRs.

In addition to prohibiting the use of non-rariff measures in
agriculture, contracting parties have agreed bind all their respecrive
agricultural tariff measures. A variffbinding is a fepal commitment in the
GATT whereby the government promises not to raise the bound tariff
rate heyond a given rare. Since this concession helps reduce Lncerainey

*An important carabyst w tarifficarion is the WS announcement of its willingness
ro give gy its 1955 waiver which allowed it o impose quantitative impart restrictions
on farm products; However, many other developed countries had problems ahour the
poposed tariffication of QRs. The Eurepean Union had some concerns, particalarly,
hecause this mave might bring cheir unilateral reform process with respect o the
Common Apricaloural Falicy (which includes non-saft measures) bevond whers their
invernal political provess might want ro allow the Union. Although the Cairns Group
is the most radical ameng parties destrows of agricilmaral trade reform, one of s
|'|‘|-."IT|1¥L'I’.‘-. ‘.‘t;‘lllﬁ.{li}:\ has serious CoORLCrns about the wanfhcation I'll'npﬂi:l.l.. Ar cortain
periods, this concern threatened the cohesiveness of the gronp. Finally, Japan, wnril che
wery last day of the negariations in 1943 was et on-hoard the Agricoloural Agrecment
because of its rice impert palicy. fapan's concern gave 1ise to Annez 3 of the Agrecment
which allowed a contgacring party o postpone taiffication provided thar cerin

conditiong are met,
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on the part of all contracting pasties, it is therefore in accord wich the
objective of promoting rransparency i the world's agricultural trading
SYSLerT.

Developing countries are given the privilege of offering "ceiling
hinciinf;s“ which are ser ar levels above the [rresent rates, .-"'Llr]mugh
inferior e “applied bindings” ser ar the present tariff race levels, they are
nonecheless recopnized in the agrecment as legitimare rariff concessions of
develaping councries in accordance wich cheir special and differencial
treatiment i the GATL,

A third measure promoting transparency is the effort to harmonize
Slllli[al'}-’ and ph}r’[ﬂ—suuitar}r (5175) |'ugL|.[:1lriuuS." Armed ar ensu r'rng the
health of che human, livescock, andd plant populations, these are legitimate
regulacions of individual contracting parties and are thus allowed 1n the
GATT. However they can be abused by CORLEACHNg partics to protect
their domestic industries. The Philippines for one may become a victim
of how such SPS measures can be abused in the case of carragreenan
entering Buropean Union or the United States, The agrecment provides
thatexisting SIS practices of contracting parties be based on internarionally
accepred procedures, .-"'nﬁ}-' turther restriction af existing SPS measures
should be based on scentific arounds.  While countries may differ in
practices, such pracrices however can be proven as technically equivalent.

Tariff Rate Quotas

The rariffication process requires the computation of the underlying
tuiff equivalent rares of existing non-tafiff measures defined as the
pereentage excess of prices of locally grown farm products over the
imparted substitutes thereaf,  The suggrested procedure for computing
this is to compare prices if this information is available, The Philippines,
however, uses a different procedure which essenrially entailed doubling
existing customs duties to obrain estimates of the t:Lr']iFn:quWﬂlur].r rares af
the agricultural non-rariff measures or Noms due ra lack of data on prices.

In order to at lease maincain present marker access’, a tarniff rare
fuata syscem is put in place. Under this, con tracting partics allow current

“Srricely speaking, this belongs w anothe part ul the Asreement, which covers
rechnical l?-ﬂ-llil.'-l'?: rx trade. Flowever, |.II||}' 1 Forosd arid :q-;|'ig|,||_|:|,u'(_' are these measures
applied.

I the compuation of the rariff rare cquivalents, these mres may be ser
arhitrarily by I.Lu“hﬂ'au.;ling parties ac high levels which erode cument marker access of
thetr respecrive oading parners.
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ar minitmum aceess at close to applicd tariff rares. Any volume in otcess
of this “in-quota” amount can be legally imported but subject to the
higher rate deemed to be the rariff equivalent rate of che non-tarift
meastre that is taritfied.

Cutrent access is defined ro be no less than the average base period
(1986-1988) impores. In cases where there are no “significant” base
period imports, the GATT requires a minimuin I PpOTE access which is
equal to ar least three percent of hase period consumption fsum of
domestic production; net withdrawal of inventories/buffer stocks, and
foreign supplies of the praduce).

The rariff rate quota system s central in undemstanding the
tariffication of existing Noms. Through time as-well as by sheer force of
cconomicrowth, thepattern ofimports ofthe GATT membercouneries
will progressively consist of those subject wo the ordinary customs duties,
provided of conrse that the in-quota volumes will not be reduced and the
rariff rate on our-quata import volume will be gradually reduced as
U.]_,’,l't'.'ﬁd.

Adjustment Assistance Features

Twao adjustment assistance mechanisms and measures dgainstimport
surges and unfair trade are provided for in the agreement to lower the
dislocation costs that rhe implementation of this agreement may cnlail.
Ohneis that a contracting party can increase the rariff rare onafarm product
with presently a non-rariff measure to compensate domestic producers for
the loss of the Moms if and when the agreement comes into force, The
second messure provides that developing countries have ten years to
implement their respective tariffrare reduction commirment inagriculture:

In addition to this, the agreement provides for a special saleguards
duty aimed againse import surges which may threaten a serious injury to
domestic agriculnaral industries. [n che agreement, a surge in import s
defined as a voluime of i mpr:rl..'.a exceeding from Five to twenty five percent
ol average importation in the immediately preceding chree years (depending
upon the share of imports to roral consumprion] plus additional annual
constumption in the most recent year where dara is available. o address
this problem, the contracting party can impoese an additinnal duty (ealled
the special safeguards duty) up ro one third of the exisung customs duty.
This measure is only available for farm products whose Noms had been

converted o ranlf measures or tariffied,
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Philippine Agricultural Concessions
The |-’]1i|i].1|_iilm cancession is essentially in the area of market acoess.
] As shown in Table 1 which summatizes the key agricultural concessions
of the ]-"hilippinu EOVErnment in the |'c_'cenl:|}' concluded Uruguay Round
ol negotiations, thegovernment commicred to rariffy existing Noms, hind
apriculeural rariffrares at " ceiling rates,” and reduee these within ten years,
To the extent thar the rariff equivalent rares of the agriculrural Noms will
also be reduced within Lenn years, the l-‘hi]ippinc COTCEss 100 may adwrxc]}f

Tahle 1

A Summary of Philippine Agricultural Concessions
in the Uruguay Round Megofiation

Kew Teem in Aprecment Philippine Action Remarks
Peahibivian of the ese of Yes Moms imeclude
additional pan-raciff | iscretionary impor
EasLrEs licensing, wariable
import levies,
i ot quetas, aid
o bans.

Conversion of all exisnng Yos, except rice The wnfficicon of

Moms o prorection the rice IR s

measires postpened for 16
¥Eirs,

Tarift bindings es, at ceiling A ceiling hindling is
ser above the present
rite,

Tarift Keducriom Vs Average cur is 3
percent,

Recluvrion of GATT- Ma Philippine mamming

iriconsiTent posduction ke than L percent

sitbsichies sulssidy rare,

Reduerian of expoar subsidies Mo Philippines do na
haree such subsiclios.

Harmuonize sanitoy Yes Harmpiization i

ancl phyto-sanicy domes an the hasis af

MEIEUres incermatiomally |
aceepied and
sctentficilly

supperted practices,
Equivalency of
procedures s
defined.
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Figura 1
Percentage Distribution of Philippine Tariff Concessions in the Uruguay Round

Pereent of Tarff Lines

10 20 an Ad 0 60 el

Percentage TartH Cues
affect existing sectors currently protected by quantitarive Import festrichons.
These ate rice, com, sugar, livestock, meat products, coftee, cahbapes,
onions, garlic, and coffee, Figure 1 shows the percentage distribunion of

Philippine rariff concessions in the Urnguay Rou nd,

With respect o rice, the government invoked Annex 5 which
accords a GATT contracting party the privilege to postpone for ten years
the required conversion of a politically sensitive non-tariff measure on a
food sraple. “There are, however, conditions artached to this privilege, two
of which are worch mentioning, One condition is the guarantee of
minimum import access from one pereent in the first year ot
implementatton to four percent at the end of wn years. The other
condition is that an effective production restraining measure is in place;
[he Department of Agriculure has assigned the NA the first right to
import the minimuin access in accordance with Presidential Decree No.

4 defining the charter of the agency.

As for the rest, tariff rate pratection would have ro be inereased in
srder 1o assist these affected domestic industries smoothly o the
competition, Corn is the most heavily impacted small farmer crop, being
the country's second most important ceop and unlike in rice will be
subjected to import competition. Box 1 illustrates however that, for as
long as the adjustment assistance meastires will be implemented by the
povernment, the losses in corn will be kepr down to a minimum.
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Box 1. Are Bullt-In Assistance Measures Effective in Comn?

i

Under the GATT agreement on agticulture, agricultural QRs will he
converted inte tanff barriers,  Part of this provision is Lo maintain a
minimum impore access chat will be taxed ata lower tariff rate. Any valume
in excess of chis minimuom sccess volume is importahle at the poing hig]lcr
tarift rate equivalent,  Will the country be inundated by agriculrural
i ports starting 1995 because of chis provision? No, iowill not be because
ot remaining rariff bartiers and the ten-year period with which the councry
will deliver ies cariff reduction. commitments under the agreement,

=

Carn Imparts

... Mihout tanf adjusiments |

100
nao |
[iei] ! i
wa| i ! Baseline case
P —s
T With farit adjusiments —————

o 0 o TR LA .
10E%s AfEE JART 1EBR 1805 3000 2001 D002 D008 2004

The figure illuscraces. the impact of chese adjustment assistance
measures forcorn, L corn, the minimumacees valume 15 130,000 metric
cons in 1995 ri!iil‘.l[; 1o 217,000 MT 30 2004 by equal anmeal installments.
The tariff race for these volumes is 35 pereent, The wnlimiced imrlmu.'d
volume 5 taxed by as much as 100} percent. According to che fgure above,
itthere are no tariff adjustments consisting of increasing the tarniff rare from
the [Jt'L':-::H.L raccof 20 peteent toas muchas 100 PEFCEn T, corn impnr[:;-w':”
increase from che present 130,000 metric tons o close 800000 merie
tons, With rariff adjusemencs, only the minimum access volume appears
o enter the counery.

Thebenefic to the feed/! ivestock complew ol these policy developments
t5 that the industey will oo lenpger be subjeceed o the uncertainty of feed
supply as in the recent years,

The discussion under Box | highlights the critical argument in this
paper that contrary o popular perception the government agreed to
’ tariffy the ﬁgl'ir:'lll{'lll':ll uanticative ijll]mrr restrictions, and noc juse
liberalize import reserictions. Thus, losses on the part of the key import

competing agricultural indusitries can he kept down to a minimum as
| illustrated by the case of corn.
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New Market for Philippine Agricultural Exports

A tradicional outcome of a GA'T'T trade negotiation is the voluntary
exchange of tariff rare concessions. Under the Uruguay Round, developed
countries are ro cut their agricultural tariffraces by 36 percent over sixyears
witly 2 minimum cut by taniff line item of 15 percent. In contrast,
developing councries are expecred cur their agricultural tariffs by 24
percent over en years with 2 mimmum cut per rariff line irem of ten
percent, Al cuts are to he applicd on bound rates, Since developing
countries were given the privilege ro offer tariff ceiling bindings, these cuts
triay nor amount to real concessions on their partas these do for developed
conntries. Fxcept for taniff line items which may carry the tacif} race
cquivalent for converred QRs on farm products, euts on cetling bindings
do not pose a real sacrifice on the pare of agricultural producers for
developing countries,

Based on estimates by the GATT Secretariat, annual agriculcural
exparts are expected o rise relative ro the benchmarle case by abour 20
percent when all the aspecrs of the agreement would have been
implermented.® [Fehe country can just maintain its market share, Philippine
agri-hased expores creared by this agreement can go up to as high as P11
billion pesos per year since the agri-based exports af the Philippines
estimated ar some $2 billion, With agriculoural impores amounting to
%1.38 hillion also estimated to increase by 20 percent (consistent with a
constant market share assumption), the ner export carnings will be P3.4
billion pesos. These new export earnings will imply an expansion of the
gross value added of agriculture by 12 percent, Abour P60 billion pesos
of agriculture-based economic acrivity will be added over and above the

henchmark level because of these market access op p:JrLun'[r'sL:.';.

GATT-Consistent Support Measures

There are domestic support measures that are GATT consistent
which the counery may use in order to increase the competitivencss af
Philippine agriculture as well as to ensure food seeurity. Such measures are
those which are provided through a publicly funded government program
(including revenue forgone) and do not have the effect of providing price
support to agricultural producers. Categories of these so-called green box
rieasures’ include general services, food security measures, and income

|_');’I}'!‘I‘.IL':]'I1S (0] ﬂl{:'il_'l.l.ltlll'ill I_’?I'i'H.lllCl.:]'-S.

SCATL “The Final Act of the Urigaay Rouand,” News af the By Honwd,
Precember T4, 1993 (Geneva [EEYR
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Not benefitting any specific subsector of agriculture, general services
made available by the government through a publicly funded program are
allowed under the GATT, provided these types of assistance are nor
directly paid to agricultural producers. Examples ofsuch services include
tesearch and development (including research programs for specific
products); pest and disease control programs; training services (including
spectalist training facilities); extension and advisary services; mspection

services; marketing and promaetion services (including rhose for specific

products provided they do nar directly affect prices): and infrastructure
services. Measures dimed ar assisting an entire rural communities, such
as those for agrarian reform communities, may also be classified under
this caregory,

Public stockholding for food security is also allowed provided food |
stocks are procured and released ar marker prices. Crther condirions
require that such assistance be targered ro poverty groups and that all rules
pettinent to the implementation of such food security program be
rrAnsparetit. ;

Acthird category of ‘green box measures” includes direct payments (o
agticultural producers bur which are decoupled from praduction.
Assistance has to be provided th rough 4 publicly funded government
program (including revenue forgone) not through policies which inerease
the prices that consumers pay for the products of such assisted producers.
This condition hoils dawn to requiring that such direct payments should
not have the effect of providing price support to agriculrural producers,
Examples of “green box"direct payment measires include decoupled
income support: come insurance and incoime ﬁafety—twi prograimsa;
payment for relief from natural disasters: structural adjustment assistance
provided rhrough producer retirement programs: strucrural adjustment
programs. provided through resource retirement prograns; scrucrural
adjustmentassistance provided through investment aids; payments under
environmental prugra'ms: and paymenrs under regional assistance
programs. As in food security measures, all rules and regulations pettinent
to the implementarion of such assistance programs must be transparent.

Concluding Remarks

This paper affirms the unique export opportunity ereated by this
Agreement for Philippine agricalture and agriculoural processing (or

21



Clarete, The Uruguay Round Agreement on Agriculture...

agribusiness system) comprising about
“As a necessary half of the Philippine economy.” A

“ major hindrance foragribusiness exports
condition for the has been the trade protection and

Philippines to seize this  psidies provided by developed

market opportunity countries to their respeetive agriculoural
created by the GATT, sector, The agricultural sector has been

h I : virtually ourside the GATT rules and
the policy enwrnnr.nent disciplines largely because the United
should be SUPPGFtWE of States, the FEuropean Union, and Japan,
Philipping have protected their respecrive
agrihusiness.” agriculeural Ipmduccrs using _Ipnlm?r
meastires which are contrary w GATT.
Such departures from GATT disciplines
in agriculture have reduced agricultural export earnings for developing
countries in general and for the Philippines in parcicular as well as distorted
wald farm prices, The Uruguay Round Final Act has provided the wotld
community a path out of the present mess thar world apriculcural teade is

LI,

As a necessary condition for the Philippines to seize chis market
opportunity created by the GATT, the policy environment should  be
suppotrive of Philippine agribusiness.  For decades, che Philippine
government industrialization policy has been pro-u rban and anti-rural. It
has shied away from an agri-industrial stategy for induscrialization in
Favor of heavy industries. [t has promoted exporcs with smaller net foreign

"Aecording e Hamilvon and Whalley (1994), "there are posirive outcomss for
those developing countries invalved in agriculire-relaced expore activities aich as
Argentina, Drazil, Thailand, Malaysia, and the Philippines.” Hamiltan. C. and [
Whalley, Fuelaating the Dupice of the Urngnay Revend Reswlts on Developing Countrie,
(1994).

In contrast, Bahiosa argues thar “rthe effect of the GAT T induced policy changes
will have mized impaces on the different agriculiral subsecrors, However, the averall
dismibucional effects may be adverse., With the removal of non-cuil batrer: and
reduction in aniff rared over time, the Philippines may revert 1o being a regular rice
impareer. This sitwarion will surely burt soiall-scale farmers...” Obvicusly, Fabiosa is:
not fully infarmed abour the actual concessions that the Philippine gavernment has.
made. For example, rice mriffication is postponed for the next ten years, Also, Fabins
has mistakenly thought that even irrigation suppart is included in the phase-down of
subsidies, See Fabiosa, | “Philippine Agriculoure and GATT Reforms,” A T Respareh
Paper $4-GATT 15, lowa Stare Universiry (March 19294},
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exchange carnings at the expense of those with larger domesric value
added. This policy has perpéttated a systemaric bias against agriculture
and industries which process agriculeural products. Such a bias has to be
corrected in favor of Philippine agriculture and agri-industries.

A stable growth af Philippine agribusiness is key to realizing and
sustaining the growth objectives of the Philippine medium rerm
development plan. Tn the long run, there is nothing to expect except the
development of medium scale industries and ultimately heavy industries
if an agri-industrial scrategy for economic developmenr is pursued. An -
initial steess on Philippine agribusiness is not therefore a renunciation of
the long term goals of induscrialization.  Rather, it is the only way
whereby we can INtegrare more areds, economic activities, and more
people into our common effort of increasing the per capita income of the
Filipino population.

The emergence of the new GATT trade treary is an essential catalyst
for such an agri-industrial growth strategy to enable to deliver immediate
and sustainahle henefits. Markets are required for private investments to
occur. By including agriculture, the treaty promises markers for agri-
based products all over the world.  Moreover, the required cuts in
producrion and export subsidies in the developed world will increase
world prices for agri-based produces which s conducive far Philippine
agribusiness,

A credible case of the opposition to ratification is the general
perceprion thar the government will be unable to implement the buili-in
defensive mechanisms against import surges and unfair trade as well as
provide the infrastructure services in ten years. Bur the country would be
confronted with the same problem even though the Uruguay Round
agreementwould not be implemented, To argue against ratification on

*“To argue against ratification on this basis may be
justifiable only if there would be no costs on our part to
stay out of the GATT...But there are, and such costs are
much more than the dislocation costs one can estimate if

we implement the controversial tariffication of the

agricultural quantitative import restrictions.”
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this basis may be justifiable orﬂ}f‘ if
“If there is any there would be no costs on our part to
stay out of the GATT or its

immiserization for Filipino ensesmen the-Wodld: Tl :

ag"cultural pmducers, Organization (WT0O), Bur there are,
this will be in the context andsuch costsare much mote than the
of rejecting the treaty dislocation costs one can estimate if

oo . we implement the controversial
rather than ratifying It tariffication of the agriculrural

REiEE‘tiﬁg this new GATT quantirative import restrictions.

HE.E‘t}-' will take the [ f there is any immiserization for
PhlliPPiﬂES out of the Filipino agricultural producers, this
WTO which implieg the will he in the context of rejecting the
country's loss of its treaty rather than racifying it
i Rejecting this new GATT treaty will

presently enjoyed most take the Philippines out of the WTO
favored nation [MFN} which implies the country’s loss of its
treatment from all its presently enjoyed most favored nation
. 2 (MFEN) treacment from all its trading
trading partners. partners.  Lhis treatment allows
Filipino exporters che legal privilege
in the GATT of enjoying the lowest
non-discriminatory rariff barriers provided by the country’s crading
partners. Losing MFN treatment resules in the country’s non-availment
of the new market access opportunities created under this Round and
imperils existing marker shares of the country in the presently exported
commeodities.  First to be hit will be the highly compeditive exports
involving textile, garments, and high value crops. In the long run and
judging from the systematic campaign launched by competitors of our
coconut product exporters, loss of MEN treatment will also reduce the

imarket share of our traditional export earners. One estimate puts these
Josses of export carnings at about P80 billion pesos, representing close to |
thirty percent reducrion. in annual export income.

Losses in agricultural and non-agricultural export income will
ultimately lead to more unemployment and reduction of the purchasing
power of the population which, in turn, will lower sales of the food sector.
Decline in food sales will reduce the income of agricultural producers,
most of whom sell ro the food-producing sector. Regardless of whether
they sell to the exporc or domestic market, agriculoural producess,
therefore, swand to lose more if the new GATT treaty is rejected.
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