The World Trade Organization delivered a sharp shock to Brussels and Washington on 8 September. Despite the best efforts of American and European government lawyers, the Geneva-based body issued court rulings against the world’s biggest agricultural superpowers. The message: follow the rules and stop dumping agricultural surpluses on the rest of the world.

The rulings are the result of legal cases brought by Brazil and other developing countries against certain US cotton subsidies and EU sugar subsidies. In each case, the complainants have argued that the US and EU unfairly subsidise the over-production of commodities that are then dumped on international markets, undermining local farmers and causing misery and hardship for millions. Their claims are now vindicated. 
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	At the big ministerial meetings it may make more of a difference how many delegates you’ve been able to afford to bring, or which ivy league university your top negotiator trained at, but in a court of law there is less room for such power politics.
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The US and EU lawyers don’t dispute that their governments provide massive taxpayer support for their agriculture sectors – they hardly could, given the figures. Every year, American and European governments provide about $100 billion in payments to their farm sectors. The US spends $4 billion a year on its 25,000 cotton farmers alone. Support to the sugar regime costs European taxpayers and consumers €8 billion ($9.7bn) annually. 

So the US and EU lawyers decided to argue the case on technicalities. They wrote most of the WTO rules after all; surely they could squeeze through a loophole or argue their way out of a tight spot? 

No dice. When it comes to law at the WTO it seems it is clear who’s in the right. At the big ministerial meetings it may make more of a difference how many delegates you’ve been able to afford to bring, or which ivy league university your top negotiator trained at, but in a court of law there is less room for such power politics. The rules are the rules and the US and EU have been flouting them with grave impunity for years. 
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	US dumping has pushed down world cotton prices to historically low levels. As a result, farmers in Mali cannot afford to send their children to school.
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The WTO dispute panels, made up of independent jurists, have had very little difficulty in reaching the conclusion that the big boys aren’t playing fair. The cotton panel found that US has hidden export subsidies, misreported trade distorting farm supports, and spent more money on subsidies than promised. The sugar panel found the EU is violating its commitments to the WTO by exporting up to four times as much subsidised sugar onto world markets than it is allowed.

Although these WTO rulings seem technical, they matter enormously to hundreds of millions of impoverished farmers in poor countries. Ten million people in West Africa depend on cotton as a primary source of income. For many of them, growing cotton is the only source of income. A typical West African farmer might earn $500 annually from the cotton crop. US dumping has pushed down world cotton prices to historically low levels. As a result, farmers in Mali cannot afford to send their children to school and farmers in Benin have had to go without medicines. 
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	Mozambique has been unable to expand sugar production due to limited access to the EU market and unfair competition from dumped European sugar in Africa.
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European sugar subsidies also have serious impacts. The sugar sector is the single largest source of formal employment in Mozambique, a country where the average annual income in 1999 was $230. The sugar industry in Mozambique is among the most efficient in the world, producing refined sugar at approximately $280 a tonne, far less than the average cost of production in Europe. But Mozambique has been unable to expand sugar production due to limited access to the EU market and unfair competition from dumped European sugar in Africa. The rich world’s agricultural policies are snuffing out the economic potential of desperately poor countries. 

To make matters worse, these farm payments are not even helping the farmers in America and Europe who need them most. The biggest farms and agribusinesses reap the vast majority of support. The top 10 percent of American cotton farms receive more than 75 percent of cotton subsidies, while the majority of US farmers receive no assistance from the farm programme. Among the biggest recipients of European sugar subsidies are the big processing companies, like Tate and Lyle and Behgin Say.

Spokespeople for the US and EU have indicated that they will appeal the WTO ruling. A better option would be to undertake real reform of agricultural subsidies that could help smaller farmers everywhere. Rather than spending billions to subsidize overproduction and export dumping, developed countries should reform their programs to target farmers who really need help, reward good land stewardship and environmental practices, and encourage job creation. 

	[image: image9.png]




	Reforming agriculture policies and trade is more than a question of fairness: for tens of millions it’s a question of survival.
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In coming months, the US and EU will face growing pressure from developing countries to reform their unfair agriculture programs. More WTO cases are possible. The US and EU should pay attention to these demands and consider the importance of the reformed trade rules, not just for developing countries, but for themselves. After all, they rely on the WTO more than anyone, bringing more trade complaints than other countries. In the last 10 years, the US brought 78 disputes to the WTO, more than any other country. The EU was second with 50. 

Together, the US and EU have about one-percent of the world’s farmers, although they generate about 14 percent of world’s agricultural products. By comparison, more than 2 billion people rely on agriculture in developing countries. About 800 million survive on $1 dollar a day or less. Even small improvements in agricultural markets can have immense impacts for these people. Reforming agriculture policies and trade is more than a question of fairness: for tens of millions it’s a question of survival.

