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I would like to speak about this issue from the following four aspects:

· Could trade rules make a difference to stabilizing world food prices while at the same time reducing the number of chronically malnourished people?

· Why has the Uruguay Round Agreement on Agriculture not been able to make any difference over the last 13 years to the overall food situation or to reducing the number of chronically undernourished people?

· Would the Doha Round be a way forward to solving these issues?
· What is the role of FAO in tackling the food crisis?

In order to respond to the first question - i.e. could trade rules make any difference when there are so many factors to consider - we could look at some comparable areas to see if any worthwhile results were obtained. The most comparable is the status of non-agricultural goods. We all know that two different sets of trade rules have been applicable in these two areas for the last 60 years. Whereas trade rules for industrial goods are comparatively well-defined with no policy space for trade distorting subsidies and nominal tariff and non-tariff barriers, those for agriculture, normal GATT rules were never applicable till 1995 and since then some very weak disciplines apply.  
What has been the result of this dual policy? As a result of liberalization and effective enforcement of trade rules for industrial goods, international trade in industrial goods has been expanding at 6.2 per cent per annum. There has been more leveling off of the differences in production capacity and exports of different countries. The share of industrial countries, which accounted for 85 per cent of world exports of manufactured goods, declined to about two-thirds in 2006. This decline was more rapid in labour-intensive products. On the other hand, with no effective rules in place for agricultural goods, the share of industrial countries in exports of agricultural goods rose strongly from 40 per cent in 1955 to about 60 per cent in 2006. 

What we can see from this scenario is that had there been a level playing field for agricultural trade through subjecting them to similar rigorous trade rules as was the case for industrial goods; it was likely that there would have been similar results for agricultural goods. This would have meant higher production of agricultural goods in developing countries where they have a natural advantage. With higher production and a higher share of exports in agricultural goods, this would have resulted in enhanced food security.

Now I come to my second question.  If trade rules can make a difference to the lives of the poor living in developing countries, why has the Agreement on Agriculture not been able to reverse the trend in agricultural production or exports of developing countries since it became operational in 1995? Recent estimates by FAO show that this number has risen to around 923 million compared with 842 million during the pre-Uruguay Round period. Why has the number of chronically malnourished people continued to grow?
The answer to this lies in the fact that although a detailed agreement on agriculture came into effect as a part of the Uruguay Round agreements, the final agreement came nowhere near to achieving the objectives of the 1986 Punta del Este Declaration which envisaged “more disciplines to world agricultural trade by correcting and preventing restrictions and distortions”. The disciplines envisaged through the Agreement were very relaxed and there was too much flexibility. There was abundant scope for using trade distorting subsidies, blocking imports of agricultural goods through safeguard measures or simply raising applied rates, using complex tariff rates, and restrictions through tariff rates quotas. Some countries used sanitary and phyto-sanitary measures with impunity allowing very little agricultural imports.  Therefore, what was intended to be achieved through the Agreement on Agriculture could not be achieved.
Let me give some specific examples. An OECD study conducted in 2000 showed that actual border production became higher in 1996 compared to 1994 in almost all OECD countries except Australia and New Zealand. As far as agricultural subsidies are concerned, the dollar value of the average PSE for developed countries has not fallen since the Uruguay Round negotiations began in 1986. Thus, the net result is that the Uruguay Agreement on Agriculture neither resulted in any significant reduction in the tariff levels nor in trade distorting subsidies.

Now I come to my final question. Would new trade rules being negotiated as a part of the Doha Round be a way forward?

The Doha mandate is to achieve substantial improvements in market access, substantial reductions in trade distorting support and phasing out of export subsidies.

Whatever has been negotiated in these areas seems to be a big step forward. For example, it has already been agreed at the Hong Kong Ministerial meeting that all kinds of export subsidies would be eliminated by 2013. Thus, this area would be brought in line with industrial goods where export subsidies were banned 50 years ago.
In the case of trade distorting domestic subsidies, there is an understanding that they would be cut by 70 to 80 per cent in major developed countries. This seems a very ambitious cut. However, noting that actual American subsidies have fallen to around $8 billion a year amid higher prices for basic commodities as against the $48 billion that is currently allowed, many countries feel that even with a 70 per cent cut, there is still a substantial cushion for the United States to raise subsidies in future.
In case of tariffs also, an understanding has been reached that there would be an average cut of 54 per cent for developed countries including reductions of up to 70 per cent for the highest tariffs. Again such high cuts are quite ambitious but the ambition could be diluted to a large extent by how many and what kind of treatment is agreed for sensitive products.

All these are positive steps. What is not being envisaged in the Doha Round is any further tightening of existing provisions on export prohibitions, restrictions and taxation. In the wake of recent food crisis, many countries resorted to such measures which accentuated the crisis. It is not likely that at this late stage, anything substantial could be agreed in this area.
Finally, let me brief you on what the FAO has been doing to tackle this crisis.

FAO anticipated the onset of a global crisis in mid-2007 and started acting immediately. In December 2007, it launched an Initiative on Soaring Food Prices (ISFP). Under this initiative, farmers in the world’s poorest countries were provided with start-up funds to boost agricultural production for the next two planting seasons. Such measures have already been deployed in 57 countries. 

When the food crisis reached a critical level, in April 2008 the Chief Executives Board of the United Nations established the High-Level Task Force on the Global Food Crisis. The Task Force known as HLTF is led by the Secretary-General of the United Nations and FAO's Director-General is its Vice-Chair. It is working on a global strategy and action plan, the so-called Comprehensive Framework for Action, or CFA.  The CFA is working on a two-track approach, aimed at both easing the immediate plight of vulnerable consumers and producers of food, and building longer-term resilience to similar price shocks in the future.

To supplement these efforts and make the global leaders more aware of the gravity of the crisis, in June 2008 FAO hosted a High Level Conference where 4500 delegates from 181 countries including 43 Heads of States and Governments participated. About 22 billion dollars were pledged to fight against hunger. 
To sum up, every effort is needed to support the two-track approach of the HLTF and trade policy reforms at international level would be a major step in meeting those objectives.
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