35

Agriculture and the New Trade

Agenda in the WTO 2000

Negotiations: Economic Issues

And Policy Options For Pakistan
Sarfraz Khan

DRAFT PAPER NOT FOR PUBLICATION. 

PROPERTY OF THE WORLD BANK

Paper prepared for:

The World Bank’s Integrated Program of 

Research and Capacity Building to 

Enhance Participation of Developing

Countries in the WTO 2000 Negotiations

Presented at: 

The S. Asia Workshop on Agriculture

and The New Trade Agenda in the

WTO 2000 Negotiations

January __, 2001

Delhi, India

DRAFT PAPER

AGRICULTURE AND THE WTO: ECONOMIC ISSUES AND POLICY OPTIONS FOR PAKISTAN

Sarfraz Khan

1.
INTRODUCTION

One of the major initiatives towards the establishment of a liberal world trading system was the signing of the Uruguay Round (UR) of the General Agreement on Tariffs and Trade (GATT). The UR global trade accord is seen by most observers as the most comprehensive and ambitious of all round of talks among GATT-member countries since it includes new areas such as agriculture, services, textiles and clothing, intellectual property rights and investment measures. The Agreement on agriculture is seen to be among the contentious subjects of the UR accord by the farming community in both developed and developing countries as it fears that dislocation would occur from cheaper agricultural exports.

Decisions on agricultural trade reached under GATT have far-reaching implications considering the importance of this sector to most economies. For most developing countries like Pakistan where agriculture remains to be the dominant sector comprising majority of the population and labor force and accounting for a huge proportion of their export earnings, the implementation of the agreement would have profound implications for a majority of population in the economy. As the agreement requires that the economic policies in member countries would need to be modified to conform to the provisions of the Final Act, political economy considerations need to be understood for effecting timely and appropriate policy changes.

With the implementation of the GATT-UR agreement, there will clearly be winners and losers. In the short-run, it is expected that some groups will be affected as a result of adjustments from policies that will need to be aligned with the accord. Countries dependent on agricultural imports, for instance, will suffer from increased prices of commodities due to the phasing out of subsidies in the exporting countries. Also, a number of less competitive firms will close down given the thrust for greater comparative advantage. The cropping pattern and the mix of activities in the livestock sub-sector would also undergo a change from the new signals. However, in the long run, the increased competitiveness among GATT-member countries is expected to increase production efficiency, generate more employment and increase farm incomes. Agricultural exporting developing countries like Pakistan are expected to gain from the increased access to foreign markets under the GATT.

The GATT-UR accord will definitely impinge on the performance of the agriculture sector of Pakistan. A study on the implications of the accord, therefore, is required to identify the opportunities, problems and programs/actions to maximize the gains and minimize the costs from the implementation of the agreement. With this main purpose, the paper is organized as follows. Highlights of the agreement on agriculture are presented in Section 2. Section 3 provides an overview of Pakistan’s economy with special reference to the role of the agriculture sector. Section 4 describes major elements of agricultural and trade policy in Pakistan. Section 5 provides a detailed description of the experience from the UR agreement on agriculture. Section 6 identifies policies in three area of production policy, consumption policy and domestic market stability. Section 7 deals with an evaluation of policy issues, options, trade-offs and strategies for the forthcoming WTO Round in agriculture, and Section 8 concludes the discussion.

2.
HIGHLIGHTS OF THE AGRICULTURAL AGREEMENT


Multilateral discipline to ensure comprehensive liberalization of agricultural trade was among the more important issues that the Uruguay Round negotiations took up for consideration. This marked a departure from the past rounds of negotiations in that for the first time GATT had decided to extend its authority over trade in temperate products, in the main, cereals. Tropical products, which include tea, coffee, spices, some oil seeds and vegetable oils (palm, coconut, etc.), have been governed by the GATT discipline, while temperate products had remained outside the purview of GATT.


The major issue that the Uruguay Round negotiations addressed to in the context of liberalization of agricultural trade was the nature of domestic support mechanisms that countries had put in place of protecting their agriculture. It was argued that these support mechanisms distorted agricultural trade and had promoted inefficient producers while discriminating against the more efficient ones. This brought into focus agricultural practices followed by countries and the negotiations eventually took up for consideration all aspects of policy regime in the sector.


A comprehensive framework underlining multilateral discipline in the agricultural sector was finalized at the conclusion of the negotiations at the end of 1993. The discipline has two broad dimensions. While the Agreement on Agriculture details the provisions upon which the future policy regime in the sector is to be based, the complementary Agreement on the application of Sanitary and Phytosanitary Measures seeks to introduce strong health and safety codes that would govern trade in agricultural commodities.


The two Agreements seek binding commitments from member countries in several broad areas. These include: (i) discipline in subsidies regime, (ii) enhanced market access through increased tariffication of NTBs and establishment of minimum access opportunities for imports, where imports of primary agricultural commodities were below 3  percent of domestic consumption as between 1986 and 1988, (iii) discipline on public stockholding of grains for food security, and (iv) adoption of health and safety regulations in accordance with the established international standards.


The Agreement on Agriculture while pushing for liberalization of agricultural policies also recognizes the possibilities of adverse implications on developing and the least-developed countries. The latter, in particular, have been granted exemptions from fulfilling several commitments under the Agreement. In addition, the Uruguay Round Agreement has made provisions to establish instruments to decrease the possible negative effects of trade liberalization on the least-developed and the net-food importing developing countries.


In the following discussion we would deal with the above mentioned aspects of the Agreement. Table 2.1 presents a summary and a comparative view of commitments made by both developed and developing countries.

Table 2.1:
Main Features of the GATT-Uruguay Round Agreement on Agriculture

Agreement
Developed Countries Time Frame:

6 years starting 1995
Developing Countries Time Frame:

10 Years starting 1995

1.  Conversion of all quantitative restrictions (QRs) on all agricultural products into tariffs (Safeguard provision: allowing tariffs to increase by up to 1/3 of applicable rate in case of surge in imports)
--
No option of retaining QRs
--
Option of retaining QRs for staples with certain requirements specified.

2.  Reduction of tariffs on agricultural products (All member countries are required to set a maximum limit on tariffs to be imposed on all agri. products)


--
reduce limits by a minimum of 15 percent for each tariff line and by a simple average of 36 percent for all tariff lines.
--
reduce limits by a minimum of 10 percent for each tariff line and by a simple average of 24 percent for all tariff lines



3.  Reduction of domestic subsidies (Member countries will reduce the domestic subsidies measured as aggregate measure of support (AMS) given to its agricultural commodities)
--
reduce AMS by 20 percent except when AMS does not exceed 5 percent of the total value of production of the commodity provided the support
--
reduce AMS by 14 percent except when AMS falls below 10 percent of the total value of production of the commodity provided the support



--
investment areas exempted from the reduction of subsidies include research, pest & disease control, training, extension & advisory services, inspection services, marketing & promotion, and infrastructure.



4.  Reduction of export subsidies (Member countries will reduce the monetary value of export subsidies provided to specific agri products)
--
reduce quantity of agri products receiving export subsidies by 21 percent


--
reduce value of agri products receiving export subsidies by 14 percent




--
reduce the total amount spent on export subsidies by 36 percent
--
reduce the total amount spent on export subsidies by 24 percent

5.  Harmonization of sanitary and phytosanitary measures
--
measures will be based on relevant international standards developed by international organizations such as the Codex Alimentarius Commission, the International Office of Epizootics, and other organizations operating within the framework of the International Plant Protection Convention.

Source:
The Final Act of GATT, February 1994.

2.1.
The Subsidy Discipline

Domestic support commitments:- The objective of the Uruguay Round negotiations of reducing the market  distortions  in  agriculture  has  taken the form of a detailed specification of the type of regime that can be maintained for granting subsidies.


The initial position of the US was that subsidies should be eliminated completely over a ten-year period (the so-called zero-option). This option, it has been indicated, was an unrealistic position since the US was itself increasing its protection to domestic agriculture in the phase immediately preceding the Uruguay Round negotiations. After the protracted negotiations during which the US came closer to its own reality of farm support policies, significantly less reduction of subsidies was agreed to. 


The subsidy-discipline is sought to be introduced by setting binding commitments on countries as regards the support they can provide to their agricultural sector. According to the Agreement, the basis for calculation of subsidies is the Aggregate Measurement of Support (AMS), which is to be calculated for each product receiving market price support, non-exempt direct payments, or any other subsidy not exempt from the reduction commitment. All other-non-product specific support is to be put together into one non-product specific AMS. The Agreement further provides that the AMS would have to include not only budgetary outlays, but also revenue foregone by the Government and its agents. Additionally, the subsidy-discipline stipulates that support provided to agriculture both at national and sub-national levels have to be taken into account. This last mentioned proviso is ostensibly aimed at including price support granted by federal governments in some countries.


At the same time, however, the Uruguay Round Agreement stipulates that several categories of subsidies would be exempt from AMS calculations. These include domestic support policies that have, at most, a minimal impact on trade (so-called "green box" policies which first appeared in the Draft Final Act of 1991). Two classes of support can be seen as qualifying for exemptions as per the Agreement: (i) government service programs, and (ii) direct income support to producers. Included in the first category are government support for research programs, pest and disease control, training services, extension and advisory services, inspection services, marketing and promotion services and infrastructural services of various kinds. Budgetary allocations for all these forms of agricultural support would not have to be included in the AMS. In a similar vein, payments to farmers under environmental programs or to producers in disadvantaged regions would also qualify for exclusion, according to the provisions of the Agreement. However, the criteria for identifying such regions would have to be vetted by the WTO.


In the second category, two forms of income support would qualify for exemption: (i) payments under production-limiting support. Support for production-limiting programs has been exempted from being treated under AMS to encourage countries to produce less and avoid creating conditions of glut in the market. This provision was included to address one of the main concerns that found expression in the negotiating mandate of the Uruguay Round, viz. the instability in agricultural prices arising out of over-production. In addition to the "green box" policies, the other policy that would not be regarded as a part of the total AMS, but which forms a part of the support package that developed countries offer, is the direct payment to producers under production-limiting programs.


Production-limiting support that can be exempted from being treated as subsidies have to be payments made on 85  percent or less of the base level production, the base years being defined as between 1986 and 1988. Thus, production levels have to be fixed at 85  percent or less than those in the base years in order to secure the exemptions that the Agreement provides for.


Also exempt from the calculation of the AMS are two other measures aimed at reducing the marketable surplus of agricultural products. Programs for the retirement of producers as well as resources employed in the past to produce marketable surplus can be supported without being affected by the subsidy discipline.


The most important exclusion allowed is the income-decoupled support. This is the principal form of support that the US farmers enjoy. Further, the proposed CAP reform of the EU also entails adoption of a similar mechanism for providing support to the European farmers.


The levels of AMS that countries have been allowed to maintain show significant variations. According to the rules that have been laid out, developed countries that provide low levels of subsidies to their agriculture would be allowed a 5  percent ceiling on the quantum of subsidies they can provide. Developing countries have a higher ceiling of 10  percent. This is in keeping with the special and differential treatment that these countries have enjoyed in the trading regime governed by the GATT.


The heavy subsidy granting countries, on the other hand, have been treated differently. They are not subjected to any upper limits, but are only expected to being down their subsidies by 20  percent in six years. For developing countries, other than the least developed countries, this reduction commitment has been put at a lower level of 13.3  percent, or two-thirds of the amount by which developed countries are committed to decrease their support. An important aspect of the reduction commitments is that no schedule for bringing down the subsidies has been drawn up. In other words, countries have the freedom to undertake the reduction only towards the end of the six-year implementation period of the Agreement. The least developed countries have exempted from undertaking any reductions in the subsidies they provide.


The reduction commitments thus underlined make it quite evident the obvious advantage that the high subsidizing countries, which include the majority of developed countries, would have an advantage. They have to decrease their subsidies by 20 percent, which implies that they can retain 8  percent of the existing subsidies, while the developing countries can subsidize their farmers no more than 10 percent.


The subsidies discipline, therefore, portends relatively small decrease in the support provided to agriculture by EU and US, in the post-Uruguay Round phase. Even when their support policies have the potential of creating trade distortions, as is widely held, these countries have sought the sanction of the WTO to continue with them.

Export subsidy discipline:- The export subsidy discipline requires member countries to decrease the value of subsidies granted by 36 percent as compared with the 1986-90 level over the six year implementation period of the Agreement on Agriculture. The volume of subsidized exports would have to be decreased by 21 percent over the same six-year period. Developing countries would have to reduce their subsidies by two-thirds of the levels stipulated for developed countries. As in the case of domestic support, least developed countries would not have to undertake any commitment to reduce export subsidies.

2.2.
Market Access

Two mechanisms for committing countries to provide better market access opportunities have been identified. The first involves tariffication of NTBs and reduction of existing levels of tariff protection. The average reduction of tariffs after tariffication of NTBs would have to be 36 percent for developed countries and 24 percent for developing countries. Developed countries would have a period of six years within which to decrease their tariff levels, while developing countries would have ten years to implement tariff cuts. Least developed countries, on the other hand, would not have to undertake to reduction their levels. The second is the establishment of minimum access opportunities for imports of primary agricultural products in case a country had imported less than 3 percent of domestic consumption of such products as between 1986 and 1988.

The proposed tariffication of NTBs and reduction of levels of tariffs already existing in countries is in keeping with the overall framework of the negotiations which aim at: (i) progressive reduction in the trade barriers, and (ii) increased transparency in the imposition of trade restrictions. It is further provided that NTBs, once tariffied, cannot be reintroduced.

The minimum access opportunities for imports of primary commodities would have to be established if countries avail themselves of the "special treatment" clause. This clause, contained in Annex 5 of the Agreement on Agriculture, provides that if the imports of primary agricultural product and their worked and/or prepared products were less than three  percent of domestic consumption, minimum access opportunities of specified orders would have to be provided.

The provision thus seeks to impose the condition of minimum import of primary agricultural commodities on countries even if they do not require to import at all or need to import only small quantities when the Agreement on Agriculture is fully implemented. The significance of this provision lies in the fact that it is completely at a variance with the rules of free trade the Uruguay Round Agreement seeks to embody. Instead of using market prices as guide-posts, the level of imports are sought to be influenced by import quotas.

The provision on minimum access opportunities regimes the countries to provide access opportunities to imports of at least 4 percent of their total consumption as between 1986 and 1988, except for a primary commodity which is considered as staple in the traditional diet of a developing country. In this latter case, the minimum access opportunity would have to be one percent of the corresponding domestic consumption to begin with. The access opportunities would have to be increased annually by 0.8 percent for non-staple commodities up to the sixth year, implying thereby that minimum access opportunity would have to be 8 percent after six years of the establishment of the WTO. In case of the commodity which is the staple, minimum access opportunity would have to be increased to 2 percent of the domestic consumption between 1986 and 1988 by the beginning of the fifth year of the implementation period and further to 4 percent at the beginning of the tenth year. Lower levels of annual increments in access opportunities would be allowed in case a country ceases to avail of the special treatment provided in Annex 5 of the Agricultural Agreement.

These minimum access opportunities would become binding for developing countries considering that they would no longer be able to apply NTBs for balance of payments reasons in as unhindered a manner as in the past. Article XVIII:B of the GATT which allowed developing countries to impose such import restrictions has been considerably watered down in the Uruguay Round Agreement. While under the hitherto holding GATT provisions developing countries could generally take recourse to Article XVIII:B, the Understanding on the Balance-of-Payments Provisions included in the Final Act, indicates very specifically that WTO members would have to phase out their existing import restrictions measures within a definite time-frame. Additionally, the Understanding provides that further imposition of import restrictive measures would be possible in the new trade regime only under exceptional circumstances.

2.3.
Discipline on Public Stockholding of Grains for Food Security

Public stockholding of grains for food security would be subject to the WTO discipline in the proposed trading regime. This measure is consistent with the GATT principle of reducing the scope of interventions in the market. In doing so, the issue of food subsidy has also been brought under the purview of the WTO.

According to the Agreement, developing countries would be allowed to use public stockholding of grains for food security purposes "provided that the difference between the acquisition price and the external reference price (i.e. the ruling international price) is accounted for in the AMS.” This raises several crucial questions for countries like India where the acquisition price for building food stocks is lower than the international prices.

A further provision that is included in the context of using public stockholding for food security purposes is that the beneficiaries would have to be targeted. Countries have been given the liberty to give food aid to the poor, but the poor would have to be identified on the basis of "clearly-defined criteria related to nutritional objectives". This proviso implies that the criteria adopted for identifying the poor must have the approval of the WTO and that the eventual decision as to who should receive food aid would be made de facto by multilateral organization.

2.4.
Measures to Protect the Interests of Least-Development and Net-Food Importing developing Countries

Apart from the special and differential treatment that developing and least-developed countries can take advantage of, the Uruguay Round Agreement provides for the establishment of the mechanisms to decrease the adverse effects of trade liberalization on the more vulnerable least-developed and net-food importing developing countries. The essential part of the instrumentality that is proposed for the purpose is strengthening of the Food Aid Convention of 1986.

According to the provisions agreed to in this regard, the levels of food aid commitments are sought to be made adequate in order to meet the requirements of the more vulnerable countries. It is further provided that the guidelines to be adopted to ensure that the countries in question can get the foodstuffs in the form of grants or on appropriate concessional terms.

3.
AGRICULTURE AND THE ECONOMY

Agriculture is a major economic activity in Pakistan. Employing half the country’s labor force, and generating nearly a fourth of the gross national product, it has come to occupy a central position in the national development strategy (Tables 3.1 and 3.2). So far it has successfully met the food requirements of a rapidly growing population and has played a pivotal role in earning foreign exchange for the country through the export of rice and cotton. Crops are the most important agricultural sub-sector, constituting around 60 percent of Agricultural GDP, with production concentrated in three broad agroecological zones—irrigated lowlands, rainfed lowlands, and mountain areas (Table 3.3). Crop production is well diversified, with more than half the area devoted to cereals, one-fifth to cash crops, and the rest to fodder, pulses, vegetables, and fruits. Of 22 million hectares of cultivable land, 18 million are irrigated and 4 million are rainfed (Table 3.2). Almost 60 percent of this land is found in the Punjab and about 30 percent in the Sindh. The irrigated plains are used mainly for the production of cotton, rice, and sugarcane, while wheat is the main crop in the rainfed areas. Another 9 million hectares are classified as being cultivable but undeveloped, either because of environmental damage (wind and water erosion, salinity, and waterlogging, for example) or because of a lack of irrigation. Mixed crop-livestock farming dominates agriculture in most mountain regions. Livestock are of considerable economic importance, accounting for almost 30 percent of agricultural gross domestic product (GDP) and more than 10 percent of the country’s foreign exchange earnings.

3.1.
Agriculture and Economic Growth
Agriculture has provided a significant boost to Pakistan’s overall economic growth in recent years. In 1986-91 agricultural growth averaged 4.3 percent a year, or 1.3 percent a year in per capita terms (population grew by 3 percent a year). Assuming that 1 percent increase in per capita agricultural income generates a 1.5 percent increase in per capita nonagricultural income, the 1.3 percent agricultural growth likely gave rise to about 2 percent per capita nonagricultural growth, and almost 5 percent in overall nonagricultural growth (the actual growth rate was 5.3 percent). Within the nonagricultural sector, manufacturing appears to benefit the most from agricultural expansion, especially those industries with strong linkages to agriculture, such as food and beverage processing, tobacco, and textiles and clothing.

3.2.
Historical Trends in Agricultural Production

Since the early 1970s agricultural GDP has more than doubled, increasing from Rs.51 billion in 1970 to Rs.115 billion in 1991 and increased to Rs.155 billion in 1999—steady growth of about 3 percent a year (Table 3.4). Agriculture’s share of total GDP fluctuated around 22 to 23 percent during the period 1990 to 1999 (Table 3.1). Crop production accounted for the largest share of agricultural GDP (59 percent in 1998-99), with livestock contributing 37 percent and fisheries and forestry making up the remaining 4 percent. The share of livestock in total agricultural GDP rose by 5 percent reducing the crop share by the same percentage. Fishery and Forestry have not shown any change. The shares for the 1990s are significantly different from those for the 1970s, indicating that important structural changes have taken place in the sector. In particular, live-stock has emerged as an important subsector,  contributing more than one-third of agricultural GDP, compared with less than 15 percent twenty years ago. Similarly, fisheries and forestry, while still minor contributors to agricultural GDP have grown rapidly. Structural changes also have taken place within the crop sector itself (Table 3.5 and Tables 3.6). For example, cotton is now as important as wheat in terms of value added, with a one-third share of total crop earnings. As the share of cotton in value added expanded, there was a decline in the relative importance of rice and sugar—the share of both crops have fallen from a 20 percent in the early 1970s to close to 12 percent 1991-92.

Agricultural growth rates in the 1960s, 1970s, 1980s, and early 1990s are shown in Table 3.4. The strong annual growth of the 1960s was driven by a number of factors, including greater certainty in the use of irrigation water (due to an agreement with India), the introduction of productivity-enhancing fertilizer-seed packages, the emergence of tubewells and electrification of rural areas, and policy changes that improved the profitability of farming.

Growth in the 1970s dropped to 2.3 percent. This decline followed uncertainty created by land reforms (and their selective implementation) in 1972 and 1977, severe climatic shocks, a cotton virus that depressed production for most of the 1970s, and political instability. The recovery in the 1980s and early 1990s can be attributed to the introduction of new cotton varieties and improved management techniques, as well as to a gradual improvement in economic incentives. Correspondingly, growth performance weakens when the cotton crop is poor.

The dependence on cotton for strong growth and export performance means that economic stability is threatened when the cotton crop suffers any setbacks. Recent developments indicate that the cotton-driven boom has now run its course and that new sources of growth will have to be found. There are clear signs that productivity growth in other major crops also is leveling off. Except for cotton there have been few upward trends in productivity.

3.3.
Rice

Rice is both exported and consumed domestically, although production has barely increased since the early 1980s. While the area under rice has fluctuated moderately around 2 million hectares during the 1980's (Table 3.7), yield increased from almost 1,543 kilograms per hectare in 1990-91 to just under 1,928 kilograms per hectare in 1998-99 (Table 3.8). During 1990's the area under rice crop increased from 2.1 million hectares in 1990-91 to 2.4 million hectares in 1998-99. 

3.4.
Food Crops

Wheat is by far the most important food grain and is estimated to contribute more than half of per capita caloric intake and 85 percent of total protein intake. Some wheat is also fed to livestock. Total consumption in 1992-93 was about 17.5 million metric tons. The area under wheat has increased from 7.4 million hectares in 1982-83 to about 7.9 million hectares in 1991-92 and to 8.3 million hectares in 1998-99. Yields also have risen, from just under 1,700 kilograms per hectare in 1982-83 to nearly 1,900 kilograms per hectare in 1991-92 and to 2167 per hectare in 1998-99. The area under maize has grown only slightly, from about 0.79 million hectares to 0.86 million hectares during the 1982-83/1992-93 period while in 1998-99 it rose to 0.88 million hectares. Maize yields increased modestly from 1,250 kilograms per hectare to 1,400 kilograms per hectare during the same period.

Like many other countries, Pakistan has pushed for self-sufficiency in sugar, and production has increased slowly since the mid-1980s. Sugar area has averaged about 0.85 million hectares during the 1980's, while yields have increased moderately—from 35,700 kilograms per hectare in 1982-83 to 43,300 kilograms per hectare in 1991-92.

3.5.
Livestock and Related Products

The livestock sector recently has grown rapidly and now contributes about 37 percent of agricultural GDP during the 1980's. About 5.5 million households own livestock, generally in small mixed farming systems, with 70-80 percent of households owning fewer than four head of cattle or buffalo, and 60 percent owning fewer than five goats.

Since 1981-82 the volume of red meat and milk production has grown by 5-6 percent a year. The poultry sector has been even more dynamic, growing by 12-13 percent a year in recent years. Poultry in 1992-93 accounts for almost 14 percent of total meat production, compared with 9 percent in 1984-85 and 6 percent in 1980-81. Milk is the most important animal product, with 70 percent coming from buffalo.

The livestock sector is secondary to the crop sector and is not very commercialized. There are many questions about the performance and potential of the livestock subsector (such as a possible tradeoff between the growth of crops and livestock), and further analysis is needed before sound policy recommendations can be made with regard to its commercialization.

3.6.
Horticultural Products

A favorable climate gives Pakistan a strong comparative advantage in horticulture, as indicated by its rapid growth in the absence of policy interventions. The country’s climatic zones give it valuable niches in several areas of the horticulture market, notably off-season (relative to the European market) midwinter harvests, year-round tropical fruits, low-chilling temperate fruits (such as berries and some types of stone fruit), and high-chilling temperate fruits (stone fruit). For example, peaches in Pakistan have lower production costs than in Greece, India, or California. But the perishability of horticultural products requires efficient processing and marketing infrastructure that is largely deficient in Pakistan. Nonetheless, the Pakistan Horticulture Export Development Project has estimated that with appropriate planning, the country could have annual horticulture exports in excess of $ 100 million within ten years.

4.
AGRICULTURAL POLICY

Policy related to the agrarian sector has been one of the major concerns of planners and policy makers in Pakistan. Agricultural policy can be essentially divided into two major types: structural and non-structural. Structural policies attempt to change the basic structure of the agrarian sector through reforms aimed at altering the size distribution of land holdings and tenancy relationships, formalizing such relationships, and imposing direct taxes on agriculture. Such policies are general in nature and take an overview of the whole sector. Non-structural policies are more specific and relate mainly to price manipulations, whether of inputs or factors of production or output, and indirect taxes on agricultural activities. While both policies affect agricultural production and economic welfare of the agrarian sector, here we confine our discussion to non-structural policy framework and discuss some of the broad policy issues and changes that are directly related to agricultural pricing and production etc.

4.1.
Pricing Policies, Agricultural Production and Income Distribution

The argument for higher agricultural prices is based on the microeconomic effects of such price changes on individual farmers. Higher prices can stimulate agricultural production by encouraging better and greater use of resources, particularly labor and other variable inputs, by inducing further investment and encouraging the adoption of new technologies resulting in lower average costs. The price elasticity of agricultural supply, though not always substantial, does in general, indicate a positive and significant response. To assume that subsistence’ farmers do not respond favorably to price changes is misleading. They can also be encouraged to use more and better resources, to apply more labor and to adopt more efficient agricultural practices through appropriate price changes. A link also exists between price incentives and private investment in land leveling and improvement, irrigation, and other farm development. It is also accepted that a large part of farm incomes, particularly for small to medium farmers, is reinvested. Thus, if farm incomes are raised through higher prices there is likely to be greater investment.

The argument used for keeping food prices low is based on the notion that it benefits the urban poor and that the losers are mainly non-subsistence farmers. This has been the reason why major food commodities in Pakistan have been subject to both quantity rationing and price controls ever since the early fifties. In the absence of an egalitarian agrarian structure and a highly skewed distribution of land, power, and benefits, it becomes dubious who the beneficiaries of any policy changes are. Even subsistence farmers have to sell their produce to buy other essentials. The effect on urban consumers through black marketing and other means may also be negated. In Pakistan, the effect of subsidized food prices on income distribution has never been determined and there are various proponents, both for, and against keeping food prices low. The overall effect on agricultural production is likely to have been negative. Moreover, in the absence of such price controls, production of food crops may have been higher.

This line of reasoning is further strengthened when one looks at the price subsidies on inputs given to farmers. Modern inputs, particularly high yielding varieties of seeds and chemical fertilizers have been subsidized ever since they were first introduced in Pakistan in the late fifties and early sixties. Such farm subsidies benefit middle and upper income farmers mostly. Poorer farmers lack the money or the facility to buy adequate amounts of pesticides, fertilizers, or HYVs. They also lack the ability to obtain adequate credit at subsidized rates to buy these inputs. The agrarian structure re-inforces this inequality, further increases the dependence of tenants on their landlords (who provide these inputs on credit to tenants) and pushes small farmers closer to the margin of subsistence. Large farmers manage to benefit from these subsidies, and such subsidies generally result in a worsening of real income distribution. What is generally ignored when such subsidies are advocated is that, because of the existing distribution of assets and power, all farmers do not have equal access to inputs - not because of high prices but because of the monopolistic structure in agriculture. Since this structure is unaltered the benefits of any subsidy are also skewed. Subsidies on water is a perfect example of this. Water rates in Pakistan are highly subsidized, supposedly to benefit small farmers, but, most of this subsidy goes to large farmers because of unequal access to water.

Over the period, there have been substantial increases in prices paid to farmers for food crops. Price controls on cash crops have also been relaxed. Table 4.1 gives the procurement prices for major agricultural commodities in Pakistan. Subsidies on inputs have been greatly reduced since the late seventies. Such moves can be considered rational in the light of evidence regarding transfer of resources between producers, consumers, and the government as a result of price policies. Gotsch and Brown have estimated these transfers for wheat in Pakistan. They show a large income transfer from wheat producers to consumers through lower than world market prices for domestic wheat, including that procured by the government. For 1976, Gotsch and Brown estimated that these transfers amounted to 52 percent of the income received by all farmers from marketed wheat. On the other hand, in the same year, farmers received government subsidies on inputs used in wheat production amounting to only 10 percent of the value of domestic marketed wheat. The net result has been a large income transfer from producers to consumers, estimated at more than the total payment of domestic farmers for their entire crop of marketed wheat.

An analysis of the domestic subsidy policy must be based on the costs and benefits of these subsidies. All consumers — both rich and poor — are beneficiaries. The costs may be borne disproportionately by small and subsistence level farmers who happen to market as much as 30 percent of all marketed wheat in Pakistan, receiving only a minor fraction of input subsidies. Higher farm prices would affect the incomes of small farmers and agricultural workers who comprise a majority of the nation’s lot. Perhaps, a direct food subsidy program for the urban poor would not only be cheaper but also reach the desired target more effectively. In any event, the general structure and the effects of a particular pricing policy needs to be studied in detail to come to any conclusion regarding the kinds of policies that have been pursued. The little evidence that exists, suggests, that pricing policy may not have had the desired effects either on production or income distribution in the agricultural sector.

4.2.
Credit Policy

Major suppliers of farm credit have been non-institutional sources. These include landlords, commission agents, shopkeepers, agricultural input suppliers, friends, and relatives. Although the relative share of non-institutional sources in total credit has declined, they still remain dominant. The institutional sources of credit have grown as a result of such publicized policies. These sources include the Agricultural Development Bank of Pakistan (ADBP), commercial banks, co-operative societies, and taccavi loans. The share of institutional credit has also increased due to the need for greater resources since the introduction of new innovations and technologies in Pakistan.

Taccavi loans are the oldest form of institutional credit and are given directly to the farmers in times of distress or famine. Such loans are also given on a long-tem basis for land improvement and protection, flood control, and for recanalation and irrigation purposes. The ADBP was formed in 1961, through a merger of the former Agricultural Development Bank and the Agricultural Development Finance Corporation. This bank extends long, medium, and short-term loans for all agricultural activities including forestry, fisheries, and animal husbandry. It is supposed to give preference to the needs of small farmers but for various reasons most of the beneficiaries are large loanees. Before 1972, commercial banks played little part in providing loans for agricultural purposes. With increasing commercialization of agriculture, this role has increased but is mainly confined to large landlords for obvious reasons. co-operative credit societies have also recently gained some success in providing credit for farmers. Such societies, if properly supported, could become a useful source of credit for small farmers.

Most of the credit from the banks (both ADBP and others) has gone to larger farmers. whereas small farmers continue to rely on informal sources. Banks prefer giving loans for technological improvements that include modern input packages; new machines including tractors, threshers and tube-wells; post-harvesting storage facilities; and processing and refining of crops. It is clear that these are not always the priorities of small farmers who may require short-term loans for emergency or consumption purposes. When institutional loans are unavailable, they have to resort to non-institutional sources or cut into their production resources.

The ADBP and, more recently, the commercial banks, have played a major role in financing mechanization. Mechanization has been confined to tractors and tube-wells and most of these have, until recently, been purchased by farmers in Punjab. The government has actively promoted mechanization. All the five year plans have advocated mechanization and credit policy has been geared to encourage the provision of subsidized loans to purchase tractors and tube-wells. Such loans have naturally been given to large landholders since they are likely to benefit from mechanization, or, in fact, desire mechanization from an economic point of view. With the bias towards larger tractors and, until recently, the ban on the import of small tractors, small farmers are hardly likely to invest in a tractor for use on a small holding. Tractors have been imported without any import duties or tariffs. Tube-wells too have been only of medium to large sizes. Both tractorization and tube-well installation received major support in the mid-sixties through to the early seventies.

Recently, the ADBP has attempted to increase its lending to small farmers as have the commercial banks, but despite much publicity the results have not been very effective. The basic nature of credit policy remains biased towards larger farmers. There appears to be little hope of getting out of the conundrum of providing small farmer’s credit while still maintaining a low risk of default or reducing collateral requirements.

5.
EXPERIENCE WITH ADAPTING AGRICULTURAL AND TRADE POLICIES TO WTO COMMITMENTS

5.1.
Market Access Obligations

Under the agreement on agriculture, the ceilings of tariff bindings had to be submitted for all agricultural products. For developing countries, there was no limit on the level of these bindings and no obligations to reduce them during 10 years‑phase‑period, provided the tariffs have been previously bound under the GATT. The quantitative restrictions like quota have to be converted into tariffs.

In the Uruguay Round, Pakistan committed to bind more than 90 percent of its agricultural import tariffs (HS chapters 1‑24). About 6 percent agricultural tariff lines will remain unbound, mainly in alcoholic beverages, swines, and pig meat and products (Ingco and Winters, 1996). It has bound its tariff ceilings in the range of 100 percent‑150 percent. However, these covered about 78 percent of the agricultural products included in the Pakistan Customs tariff schedule (i.e. 633 out of 813 tariff lines under chapters 1-24 (minus 3) and 72 out of 91 tariff lines under other chapters). It has not bound commodities like tobacco and cotton; interestingly these exceptional cases are the export commodities of the country. Pakistan like many other developing countries had bound its tariff on the higher side. This has been consciously done to safeguard the perceived dislocation in the short run from anticipated increased imports because non-tariff restrictions have to go away during the implementation period of the Agreement. Details are given in the Table 5.2. Pakistan has not made commitment to reduce protection in agriculture.

Besides tariffs, Pakistan used to apply a number of non-tariff barriers (NTBs) to limit or control imports. Sometimes these NTBs were used in conjunction with tariffs. Moreover there was (as is today also) the Trading Corporation of Pakistan (a public sector agency) to import specific commodity. Trends in dismantling NTBs could be seen in Tables 5.1 and 5.3.

The aggregate of quantitative restrictions or NTBs on various commodity grouping can be seen in Table 5.1. The number of commodities included in each restriction; Negative List (NL), Procedural Requirement (PR) and Health and Safety (HS) has remained the same from 1996 to 2000, except for a few variations. In the grouping of Tobacco substitutes, the 4 commodities in the NL in 1996 were reduced to 2 in 1997. The 1 commodity of Wood & Articles of Wood etc included in the HS restriction in 1996 was removed thereafter. The number of items, 3, of Works of Art, Collector’s Pieces & Antiques which were included in the NL restriction were reduced to 2 after 1998.

Over time the tariffs have been substantially reduced. The maximum tariff was as high as 225 percent in 1997‑88. It has been brought down in phases to 65 percent in 1996 and over the following two years, it has been in stages reduced to 35 percent since 31 March 1999. The number of slabs has been brought down to 11 in 1996 but these have further been reduced to only four since 31 March 1999. Thus at present the tariff rate varies from 0 percent to 35 percent which is much below than the bound tariff ceilings.

The trend of declining tariff rates over time can be seen clearly in Table 5.2. As shown in the table, the maximum tariff rate has gone down in most cases from around about 65 percent in 1996-97 to 35 percent in 1999-2000. For example, the maximum tariff for items under the heading of Live Animals was 65 percent in 1996-97, and this rate dropped to 45 percent in 1997-98 before further declining to 35 percent in 1998-99. The same trend was observed for Meat and Edible Meat Offals, Fish & Crustaceans, Molluscs etc., Coffee, Tea, Mate & Spices and Cotton. Wool, Fine or Coarse Animal Hairs etc. showed a similar decline from 55 percent in 1996-97 to 35 percent in 1999-2000. The maximum tariff rate for Cereals also fell, from 65 percent in 1996-97 to 15 percent in 1999-2000.

The range of tariffs for Live Animals came down to 35 percent - 10 percent in 1999-2000 from 65 percent-20 percent in 1996-97.  The fishing industry, including Fish & Crustaceans, Molluscs etc. and Preparations of Meat, of Fish etc. had a tariff range of 65 percent-25 percent in 1996-97 which felt to 35 percent - 23 percent in 1999-2000. Beverages, Spirits & Vinegar is the only grouping which had a maximum tariff rate of 250 percent in 1996-97, and retained this rate till 1999-2000. The minimum rate remained at 45 percent till 1997-98, but subsequently fell to 35 percent in 1998-99 and remained the same in 1999-2000. The tariff rate range for Coffee, Tea, Mate & Spices shifted from 65 percent-21 percent in 1996-97 to 35 percent-14 percent in 1999-2000. While the maximum tariff rate for Wool, Fine or Coarse Animal Hairs etc. dropped from 65 percent to 35 percent over the four years, the minimum rate fell from 10 percent in 1996-97 to 0 percent in 1999-2000. The exact same trend was observed for Cotton.

Table 5.3 provides the distribution of commodities by different tariff slabs. In 1996-97, the tariff slab of 31 percent-40 percent covered the largest number of commodities, totaling 134 out of 605 and by 1999-2000, this number increased to 205. Commodities falling into the tariff slab of 61 percent-70 percent were reduced from 91 in 1996-97 to 0 in 1999-2000. Similarly, 98 commodities were included in the tariff slab of 51 percent-60 percent in 1996-97, decreasing to only 2 in 1999-2000. The 99 commodities in the 41 percent-50 percent slab in 1996-97 were removed by 1999-2000. On the other hand, the number of commodities in the lower tariff slabs of 0 percent-10 percent, 11 percent-20 percent, 21 percent-30 percent increased from 53, 46, 80 respectively in 1996-97 to 159, 98, and 136 in 1999-2000. These figures further illustrate the trend observed, that more and more commodities have been removed from the higher tariff slabs and placed in lower slabs.

The average tariff rate for Live Animals, as shown in Table 5.4 was 34.56 percent in 1996-97, and fell to 16.39 percent in 1999-2000. Fish & Crustaceans, Molluscs etc. and Preparations of Meat, of Fish etc. had average tariff rates of 56.93 percent and 53 percent respectively in 1996-97, and in 1999-2000 the averages dropped to 28.81 percent and 35 percent in that order. Beverages, Spirits & Vinegar is the only grouping which had an average tariff rate of 98.06 percent in 1996-97, and this rate fell to 88.89 percent to 1999-2000. The average tariff rate for Coffee, Tea, Mate & Spices fell from 41.50 percent in 1996-97 to 24.49 percent in 1999-2000. In the case of Wool, Fine or Coarse Animal Hairs etc. the average tariff rate declined from 33.15 percent in 1996-97 to 23.38 percent in 1999-2000. The average tariff of 51.80 percent for Cotton in 1996-97 dropped to 25.83 percent in 1999-2000.

As in the case of tariffs, Pakistan has made appreciable progress in reducing non-tariff barriers. The quantitative quotas have been almost eliminated. License fee had already been abolished way back in 1993‑94. Negative and restrictive list of imports has also undergone reductions. Only a few agricultural items are subject to the restrictions but those too have been retained on account of health, environment and security grounds.

Export restrictions included outright ban on export quota, specific conditions (which include taking permission from different ministries or departments), exports through Rice and Cotton Export Corporations. Most of these restrictions have been lifted. Temporary restrictions like banning of exports and levy of export duty are resorted to the imports of some essential consumer items but that is mainly to ensure adequate domestic availability and to check abnormal increase in their prices under food security considerations. Nevertheless exports are not, as a matter of general policy, taxed or restricted by Pakistan. The overall picture of implementing commitments and market access obligations under the AoA is quite satisfactory. The country has greatly enhanced its market access opportunities to other member countries for their exports.

Nominal Rate of Protection:- This rate is measured by the ratio of minimum support price and import/export parity price. This has been calculated for four major crops (counting two rice varieties as one) in Table 5.5. The rate varies from crop to crop and fluctuates over the years in the case of an individual crop. This feature indicates that the policy decisions had created distortions. Another important thing comes to the notice that barring one or two years in the case of one or the other crop, the nominal protection rate has been less than one, implying that the minimum support policies have persistently pegged at below the level of export/import parity prices. In other words, agriculture is negatively protected in Pakistan. On the input side, the farmer pays more than the international prices as fertilizers and tractor industries are protected under tariff.

5.2.
Market Support Commitments

The agreement requires that the domestic support policies that do have a direct effect on production and trade have to be cut back. The member countries have calculated how much domestic support of this kind they were providing for agriculture sector per year in the base years of 1996‑98. Total Aggregate Measure of Support (AMS) has been calculated for member countries to measure such support as. The AoA describes AMS as the Annual level of support, expressed in monetary terms, provided for an agricultural product in favor of the producers of the basic agricultural product or non‑product specific support provided in favor of agricultural producers in general, other than the support provided under programs that qualify for an exemption for reduction under annex‑2 to the AoA (Table 5.6). The developing countries have to make 13 percent cut in domestic support and that commitment is in terms of total AMS and annual & final bound commitment levels.

Some measures with minimal impact on trade have been exempted from the reduction commitments and therefore these not to be covered under AMS. These could be used freely and these are in a "green box" ("green" as in traffic lights). These include government services such as research, disease control, infrastructure and food security. These also include payments made directly to farmers that do not stimulate production, such as certain forms of direct income support, assistance to help farmers, restructure agriculture, and direct payments under environmental and regional assistance programs.

More over certain direct payments to farmers are also permitted where the farmers are required to limit production (called "blue box" measures), certain government assistance programs to encourage agricultural and rural development in developing countries, and support on a small scale when compared with the total value of the product or products supported (10 percent or less for developing countries).

The AMS of Pakistan has essentially two components: market price support and input subsidies (the AoA covers the latter under "other non‑exempt measures"). Pakistan Government fixes every year minimum support prices for important crops. In 1986‑87, there were 10 such crops but their number increased to eleven in 1990‑91. As a matter of fact only in case of wheat the minimum support prices have been effected as the government agencies directly procure wheat from the farmer while in the case of other crops the minimum support price practices gave only notional support as the government does not directly procure these from the farmer. Notwithstanding that, until 1995‑96 minimum support prices of some crops other than wheat have been covered under the AMS. The AMS of 1996‑97, which the government notified, covered only wheat, which is quite legitimate coverage in conformity with the provisions of the AoA. In the non‑product specific AMS it has been covering 3 types of subsidies on imports (i.e. agricultural credit, electricity and fertilizer). Since 1995‑96 the agricultural credit subsidy had been discontinued and since the following year, 1996‑97 the fertilizer subsidy was also abolished. Thus the non‑product specific AMS for the year, 1996‑97 retained only electricity subsidy. Notification of this was submitted by the government in the year, 1998. Official estimates of the aggregate measure of support (AMS) submitted by Pakistan during the negotiations for base years of 1986‑87, 1987‑88 and 1988‑89 and the updated estimates of AMS for the years 1990‑91 to 1993‑94 are shown in Table 5.6. The average amount of the product‑specific AMS for 11 crops stood at – 11,524.23 million rupees during 1986‑87 to 1988‑89. This turns out to be ‑ 7.57 percent of the total value of agricultural production. The non‑product specific support for the same period was 3,582 million rupees, which is 2.3 percent of the total value of agricultural production. The aggregate measure of support, amounting to ‑ 794.23 million rupees, is ‑5.22 percent of the total value of agricultural production. For the period 1990‑91 to 1993‑94, the average amount of product specific support, non‑product specific support and aggregate support respectively is ‑ 19,387, +1,767 and ‑ 17,620 million rupees. As percentage of total value of agricultural production, the measures of support respectively are ‑6.90 percent, + 0.63 percent and ‑6.27 percent. AMS figures being negative, Pakistan is not required to reduce its support level as per the requirement of the UR Agreement on Agriculture.

Since 1995-96 Pakistan has started calculating AMS in the US dollar instead of the Pakistan rupee because the rupee version of AMS was reported to be giving distorted picture of domestic support as the country was persistently experiencing depreciation of the rupee and continued inflation. The product specific AMS was calculated at negative $ 202.6 million for 1995-96 and negative $ 72.38 million for 1996-97. The non-product specific AMS has remained positive and in fact has increased over time. The total AMS, however has also been negative during these two years. The position did not change even in 1997-98. Trends in AMS upto 1997-98 could be seen in Table 5.6.

5.3.
Reductions in Export Subsidies

The AoA requires the member countries to reduce subsidies on the export of agricultural products. The countries have to specify subsidies in list of commitments. The Agreement covers the exports subsidies such as government's direct subsidies including payments in kind to producers of an agriculture product, contingent on export performance, sales of agricultural products for export by government at prices lower than the market prices, government schemes/programs for reducing the cost of marketing export and cost of international transport and freight.

The Agreement contains provisions to make the application of its articles on reduction in export subsidies compatible with the Subsidies Agreement of the Uruguay Round. The developed countries have agreed to reduce the trade-distortionary subsidies by 24 percent on the base level of 1986-90 over a period of 10 years and at the same time they are required to reduce the quantities of subsidized exports by 14 percent over the same period. Nevertheless, the developed countries had agreed to cut the export subsidies and quantities of subsidized exports relatively by larger percentages over a short period.

Pakistan had submitted the schedule of commitments on subsidies, which does not require it to reduce subsidies, as these had not been significant and non-considered as export distortionary. The government has been occasionally resorting to freight subsidies on the exports of fruits and vegetable but those have been recently discontinued. In the pre-WTO period government has been giving subsidies on the exports of rice and cotton occasionally when public sector was involved in export through Rice Export Corporation and Cotton Export Corporation. Since the private sector has been allowed to export rice and cotton, this has reduced this incentive. In order to promote exports the government allows rebates on some exports as well as import of raw material and machinery at relatively less or zero duty rate for export industries. Nevertheless, agriculture has not been the direct beneficiary of this. But it does get some in direct benefits as the scheme covers agricultural equipment and machinery like tractors, harvesters, tubewells etc. However, that does not fall under the derogations specified in the AoA. Similarly there is export re-finance scheme under which credit is made available at confessional interest rate to exports basically high value added exports and some agricultural products like fish and packed rice. In 1998-99 eggs for hatching and a day old chicks were included in the export refinancing scheme. The government does not foot such subsidy bill to cover interest rate differential because it is adjusted in banking accounts. But the interest rate is differential. Higher and specific credit limits are allowed for cotton and sugar, which ultimately enter into export market.

5.4.
Export Prohibitions and Restrictions

Article 12 of the AoA sets out discipline on export prohibitions and restrictions. The member countries are required that when they constitute any new export prohibition or restriction on foodstuffs, they shall give due consideration to the effects of such measures on importing countries' food security. This would be applicable to a country which is a net food export of the specific foodstuff concerned.

Pakistan has a long history of using quantitative export restriction on a number of major agricultural products. Until 1995 the major exports which were prohibited included certain live animals, beef and mutton, grains and pulses, wheat flour, edible oils, hides and skins, nonferrous metals, sugar and re‑exports of imports except in cases where the re‑export value exceeded the CIF import value by at‑least 10 percent. The country has also been using procedural requirements for export of rice and has also been fixing minimum export prices in the case of some commodities like breeding animals. It has also been reserving supplies of cotton for domestic consumption by limiting experts to specific quantities imposing taxes.

In 1996‑97, 10 percent value addition condition for export was reduced to 2.5 percent and the additional condition of authorization to be issued in this case by Ministry of Commerce was also done away with.

During 1997‑98 export of packed meat was allowed against the import of live animals with the condition that 60 percent of the gross weight of the live animals is exported as packed meat/beef. Duty free import of raw sugar was allowed for re‑export after refining. Export was allowed via the land route to Afghanistan and the Central Asian Republics at market prices on filing of regular shipping bills, without the facility of duty draw back. Kitchen items like wheat, wheat flour, rice (Basmati), rice Irri 6, Masur pulse (washed), Moong pulse (washed), Mash pulse (washed), Gram pulse (washed), Beef, Mutton, Sugar, Milk fresh, vegetable Ghee (tinned and loose) cooking oil (tinned), Potato, Onion, Tomato, Red chillies (powder), Garlic and POL were allowed to be exported as earlier.

Next in the year 1998‑99 it was decided to lift ban on exports of 15 items namely live animals, beef and mutton, grains, pulses, blood meals and meat meals, bran and fodder, hides and skins, wet blue leather, ferrous, non‑ferrous metals, paper waste and oil seeds. However, their exports will be regulated by imposition of export duties, if required, and will also be subject to registration of export contracts/l orders with Export Promotion Bureau. The quota restrictions on export of maize, gram and gram split, soda ash, breeding camels, endemic birds, cement and clinker have been removed. The requirement of fulfillment of the special procedure for export of packed beef, packed mutton and rose ringed parakeet has been dispensed with.

In order to curb smuggling, it has been decided in 1998‑99 to allow export of kitchen items also via land route to Afghanistan and through Afghanistan to the Central Asian Republics (CARs) against advance payment to L/C in foreign currency without the facility of duty drawback. However, exports to the Central Asian Republics via Iran will continue to be allowed with duty drawback. The validity of special regulatory order concerning export/import of raw cotton has been extended up to 30th June 1999 and the quantum of raw cotton export was restricted to 200 thousand bales. Restrictions on export of fruits and vegetables to border countries were removed.

With a view to ensure adequate availability in the local market and to check abnormal rise in their prices, occasionally regulatory duties were imposed on some essential kitchen items like chilies, onions, etc. This is just to protect the interest of the consumer under food security. In 1998‑99, 20 percent export duty has been imposed on hides, skins and wet blue leather to ensure their availability to the local industry for producing more exportable surplus.

A cess mostly at 1/2  percent ad‑valorem is levied on primary agricultural commodities like fish, fruits, hides, etc. This is basically to finance agricultural research.

Some of the subsidies and export restricting measures appear export distortionary and conflicting the interest of food importing countries. But in practice these are either of temporary nature or not of significant weight which should have an effective export distortion effect and/or causing any serious harm to other member countries' interest.

5.5.
Sanitary and Phytosanitary Measures

There is a separate Agreement on Sanitary and Phytosanitary (SPS) measures that lays down standards for food safety and animal and plant health. This agreement is integrated into the AoA under its article no. 14. This is to ensure that the consumers in the importing country are supplied with food which is safe to eat. While allowing this facilitation to the importing country, it, at the same time calls upon them to ensure that health and safety standards should not be made so stringent on import as to protect the domestic producers.

The member countries are encouraged to use standards based on science and they are required to observe the standards only to the extent necessary to protect human and plant life or health. It does allow some kind of freedom to the member countries to apply higher standards based on appropriate assessment of risk so long as their approach is consistent, not arbitrary and is not designed to discriminate against the imports. Such freedom is necessary because of varying geographical and sanitary conditions among the member countries. Nevertheless, the Agreement on SPS measures emphasizes that the member countries should review their domestic regulations and standards and different methods of inspecting products. The Agreement encourages them to use international standards, guidelines and recommendations where these exist. It also lays emphasis on harmonization and transparency with regard to SPS regulations. 

Although the Agreement allows countries to use different standards and different methods of inspecting goods yet in that situation the importing country can use practices which could antagonize against imports. That dilemma, the Agreement tries to resolve, by recommending that the importing country should accept the imports so long as the exporting country uses the practices up to the level of importing country's standards and methods.

Pakistan has a number of regulations and standards to prevent food adulteration and to ensure hygienic and quality standards. These are used both at the domestic production and import level. The WTO Secretariat's Report on the Trade Policy Review of Pakistan conducted in 1995 had observed that the country has made some efforts to base its standards on international norms. It was further remarked that national standards on a small number of items are inferior to international norms due to the domestic non‑availability of the required technology and Pakistan standards do not seems to constitute major impediment to trade. In some cases controls on imports have been made more lenient. For example in its trade policy for the year, 1995‑96 the prescribed shelf life of imported edible oil products was reduced from 75 percent to 50 percent at the time of import. It has been observed that the exporting countries have often taken an undue advantage of the poor local and physical infrastructure of Pakistan to enforce SPS standards.

Under the Agricultural Produce (Grading and Marketing) Act of 1937 different rules have been formulated to check and control the quality of agricultural commodities for export of wool animal hair, lamb skins of grades I to V, casings, eggs, dry fish and shell fish, fish meal, bones, either crushed in powdered form, citrus fruits, lime and lemon, chillies, turmeric, ginger, garlic and onion, potatoes, radish, brinjal, peas, asparagus, Brussels sprouts, pumpkin, cauliflower's tomato, cucumber (kheera), cucumber (Kari), carrot, fresh beans, artichokes, celery, turnip, green chilies, lady finger, guava, molasses, dates, banana, mangoes, oilseeds, oil cakes, including solvent extracted meals is subject to quality control in accordance with the relevant rules framed under the said Act 1937.

However, quality control restrictions on export of fruit and vegetables are not applicable on exports to border countries.

The government announced in 1998‑99 to devise a system for inspection of all rice shipments by Export Promotion Bureau (EPB) in consultation with Rice Exporters Association of Pakistan to ensure quality exports. A similar system is in vogue for European Union for export of Basmati rice for the preceding last one and a half years.

The consumer has directly suffered because of inferior quality of some imports of foodstuffs. On the other hand, the Pakistani exports of vegetables and fruits have tremendously suffered and the county's limited ability to enforce the SPS standards is the main constraint. Import of fruits and vegetables by European countries, North America, Japan and China had remained minimum both in the pre and post Uruguay Round period. Pakistan has a huge potential in such exports. It was anticipating that the complete integration of agriculture into the GATT, as a result of the Uruguay Round multi‑national negotiations, will open tremendous avenues of exports. But unfortunately the importing countries have too stringent standards of human , animal and plant health safety and strict methods of inspection. As a result the benefits expected of the Round have not been realized.

5.6.
Pakistan's Experience with Agricultural Trade

Pakistan has made substantial progress in implementing its commitments for liberalizing agricultural trade as has been substantiated in the above analysis. There were also some initiatives taken by the developed countries and some developing countries. But the expected gains could not be realized in the post UR period. The trends in exports and imports of commodities are separately analyzed to identify their underlying factors.

5.6.1.
Exports 

 Cotton and rice are the two major traditional exports of Pakistan. The country has been designated as net exporter of these commodity by the WTO Committee on agriculture. In world production Pakistan claims a share of 9 percent for cotton and 1 percent for rice. Total exports of primary agricultural commodities markedly fluctuated from year to year both in the pre‑UR and post UR period. Their annual average during July 1990‑June 1995 was $ 902 million which rose to $ 1038 million per annum during July 1995‑June 1998. This shows some improvement in agricultural exports in the post UR period. Exportable cotton surplus suffered due to persistent fall in domestic production of cotton due to pest attack and bad weather. Export prices of cotton have also decreased. Pakistani cotton enjoyed perfect market conditions for its export outlets. No trade barrier affected it. Pakistan produces two types of rice varieties which are also exported. A special variety known as Basmati rice has its traditional markets where it faces some competition (but not perfect) with Indian rice. The export of other variety of rice faces competition from other countries and this is exported to Asian and African countries. Even two rice producing countries of Sri Lanka and Indonesia also import it. The special variety is exported to high‑income Middle East countries and U.K. During the post UR period no market diversification has been noticed. Pakistani rice could not get adequate market access to the developed countries. Notwithstanding that the rice export has substantially increased over this period mainly due to increasing trends in exportable surplus in line with domestic production. The average export prices, however, have been fluctuating from year to year but no significant change in the price trends has been observed in the post UR period compared to UR pre‑period.

The export of fruits has shown notable improvement in the post UR period particularly during two years of 1996‑97 and 1997‑98. Except some limited exports of fruits to very few countries like the U.K. market access in developed countries has not been allowed to it. The SPS standards were the main impediments against Pakistani exports of fruits to these countries. Pakistan has not formally invoked the dispute settlement provisions of WTO in the case of commodities covered under the AoA. It has bilaterally approached some developed countries like the EC, Japan, etc. for making their SPS standards lenient to accommodate its fruit export. Japan has offered a food‑processing plant. Certainly the vast potential of country for fruit exports remain untapped.

Four major items of raw cotton, cotton waste, rice and fruits roughly account for about 94 percent of total agricultural exports excluding fish. Their aggregate share has not experienced any charge over the last nine years. Thus like country concentration of exports, the degree of commodity concentration of export is fairly high.

Quantities of primary agriculture exports and their total value both in Pak Rupee & US Dollars are given in Table 5.7. Trend of concentration of agricultural exports of four items is given in Table 5.8.

5.6.2.
Imports:

Despite being an agricultural country, Pakistan has to import every year a huge amount of food‑stuff. Its input bill has increased in the post UR period and it was $ 2 billion in 1997‑98 which was 19.8 percent of total imports and 23.2 percent of total export earnings. Because of its persistent dependence on the import of essential items like edible oils, Pakistan has been notified by the WTO as a net food importing developing country. Quantities of major agricultural imports and their total value in Pak‑Rupee & US dollar 1990‑1999 are given in Table 5.9.

The largest items of import are wheat and edible oil. They in some years claimed as high share in total agricultural imports as 80 percent . There has been a persistently high level of edible oil imports but the import of wheat has been widely varying from 2 million tonnes to 4 million tonnes which was essential to meet the deficit in local production. Wheat is mainly imported from North America while palm oil from Malaysia & Soybean oil from North America and Europe.

The next important item of import is tea which is imported from Asian & African countries. It is not locally produced. The other important items of import are sugar and pulses which are essentially to meet deficit in local production and their value has been varying over the years depending on the local deficits. Milk and milk products are the next important item of import which is also meant to meet the local deficit but it is small proportion of the total national requirement. The six import items of wheat, edible oil, tea, sugar, pulses and milk constitute about 90 percent of total agricultural imports (Table 5.10).

The increase in the agricultural imports is basically explained by high imports of wheat and the increase in the unit value of some other imports. Most of the agricultural imports are of essential nature and their import is inelastic with respect to price variations. Some have been imported to meet the shortage in local production while some others like tea, jute, rubber not produced in the country have to be imported.

The countries exporting the agricultural commodities to Pakistan have not been using barriers as they want to promote their exports. The imports of agricultural commodities have been getting differential treatment under its tariff policy. The essential consumer items like wheat, sugar and pulses were either subjected to low rate of import duty or were completely exempted. Nevertheless imports were closely watched and regulatory duty was used in the case of sugar and pulses in some years to protect the local producer but that was purely for short period. The import of edible oil has been an exceptional case as very high tariff rate has been used to regulate its import through regulatory duty. The government tried to achieve simultaneously, three goals. First, it aimed to ensure an import parity price which could provide shelter to the government program of promoting domestic oil seed cultivation. Secondly, the regulatory duty was changed with change in international prices of edible oil to ensure its availability to the domestic consumer at stable prices. Thirdly, the import duty has been used as a main revenue spinner. Pakistan feared dumping of edible oil, sugar and milk and it had to resort to temporary regulatory duty in some cases.

5.6.3.
Terms of Trade and Trade Balance in the Context of Agriculture 

On account of agricultural trade Pakistan has remained in deficit in most of the times during last nine years. Import has been more than double the exports.

The barter terms of trade (base year 1990‑91 = 100) of commodities covered in the group of food & live animals has improved in 1992‑93 but touched the lowest level in 1995‑96. The terms of trade, however, improved in the subsequent years. But their index remained below the level of 1990‑91. The terms of trade for the items falling in the group of beverages & tobacco have sharply declined in the post UR period. The indices of terms of trade are given in Table 5.11. Unit prices of principal agricultural export and import commodities are given in Tables 5.12 and 5.13.

5.7.
State Trading Enterprises

The right of GATT members to retain import or export monopolies in the public sector or even to let the private sector act as monopoly is recognized in Article XVII of UR Agreement. The government is to ensure that such enterprises should act in line with commercial principles in a non-discriminatory manner and provide information on import or export mark-ups to trading partners on request. These mark-ups may be bound like tariff bounds.

Pakistan has two export corporations, one for rice and the other for cotton. On the import side, Trading Corporation of Pakistan is involved in imports of agricultural commodities. Pakistan has not volunteered in submitting bindings to GATT for import or export mark-ups of these corporations. Pakistan maintains that these corporations are doing their business on commercial lines. Over time, private sector has been involved in export of rice and cotton and in the imports of items which were previously done by the Trading Corporation of Pakistan.

6.
SOME IMPLICATIONS FOR POLICY OPTIONS OF DEVELOPING COUNTRIES INCLUDING PAKISTAN

This section focuses in some more detail on policy options for developing countries and will consider in particular certain implications of the Agreement for three areas of domestic policy: production policy, consumption policy and domestic price stability.

Production Policy Options


AMS-Related Support:- The first point to make is that at no point the Agreement bans any specific production policy, for either developed or developing countries, even those policies that have a production and trade distorting effect. What has been agreed is that in the future the aggregate level of support associated with all such policies (the total current AMS) should not exceed that provided in the past and it has to be reduced by at least 13.3 percent in ten years, in the case of developing countries, compared to 20 percent in six years for developed countries.

This reduction on direct price support does not appear to be too onerous for developing countries, i.e., it is smaller and more gradual than that of developed countries. Nevertheless, on closer examination it seems that developing countries face a tougher set of constraints as a result of their commitments on direct price support than developed countries. This is a direct consequence of the Zero or insignificant levels of AMS these countries have included in their schedules some developed countries over-reported their AMS levels for the base period, some developing countries, by contrast, probably under-reported them. Somehow it seems that most developing countries felt that it was to their advantage to try to exempt most of their policies under the Green Box and other provisions of the Agreement instead of including them under the AMS. However, in a way, this is a "catch 22" situation. The fact that they have claimed that they did not use direct price support measures in the past, essentially limits their options for the use of such measures in the future.

De Minimis-Related Support:- In view of the limited leverage available to most developing countries for providing price support under the AMS, the de minimis clause becomes especially important. Providing that expenditure on price support policies is less than 10 percent of the farm-gate value of production, then such expenditures are in conformity with the Agreement. But though 10 percent of total value would not mean much if all production were affected by price support, in practice price support is often granted to only the marketed share of production, which can be much lower than 100 percent in most developing countries. The lower the share of marketed output the higher the price support that can be provided. For example, if we assume that the marketed output represents a share of 25 percent of total production, then the 10 percent de minimis clause could be equivalent to a 40 percent price support on marketed output, which is not insignificant.

SDT-Related Support:- As discussed above, this includes a special category of production support policies specific to developing countries, namely: generally available investment subsidies and agricultural input subsidies generally available to low-income or resource poor producers, as well as support to producers to encourage diversification from the growing of illicit narcotic crops. These are a very important set of exemptions and allow considerable room to support agricultural producers, also in a way that perhaps entails less distortion of the market and more efficient allocation of resources.

Production Limiting Support:- The inclusion of these policies among those exempted from reduction commitments was to accommodate certain on-going policies pursued by certain developed countries (mainly USA and the EC). However, limiting production is not of much interest to most developing countries as their problem is normally underproduction than overproduction.

Green Box-Related Support:- The measure included under the Green Box are potentially very desirable for all countries, as they result in minimum market distorting effects. However, such policies, especially those that entail decoupled income support to producers, are very rare in developing countries. This is because such assistance requires an administrative capacity for designing and implementing targeted policies, which often goes beyond that available in many developing countries.

Also, green Box measures as well as the other forms of assistance discussed above do not come cheap. Moreover, in many cases such policies go beyond other constraints that countries may face. In particular, many developing countries have been undertaking policy reforms under Structural Adjustment Program (SAPs). Such reforms call for less government intervention in both the input and output markets and, more importantly, require reductions of budgetary outlays associated with such interventions. Thus, although the Agreement does not include any restrictions on public expenditures (or revenue foregone), aside from those transferred to producers, it is unlikely that countries undertaking SAPs would be able to pursue certain expensive policies, even though they are permitted under the Agreement.

6.2.
Consumption Policy Options

Provision of food commodities at prices that the majority of the population can afford has often been a key food security objective in many developing countries. Many of them have in place consumption support programs either operating through generalized price subsidies or through specific programs targeted to poor households. Are such policies and programs in accordance with the Agreement.

The main provision of the Agreement that relates to consumer support is included under the Green Box category of "domestic food aid". The agreement in its general case stipulates that eligibility to receive food assistance shall be subject to clearly-defined criteria related to nutritional objectives. However, there is an important exception for developing countries to this general prescription which allows them to provide foodstuffs at subsidized prices with the objective of "meeting food requirements of urban and rural poor in developing countries on a regular basis at reasonable prices". This is an important concession to countries which provide subsidized food through fair price shops on a regular basis.

In practice, both developed and developing countries have included their domestic food assistance programs under the "domestic food aid" category and have seldom made a distinction in their schedules as to the characteristics of the beneficiary population. None of these submissions have been challenged so far by other signatories to the Agreement. This is understandable as the Agreement is primarily concerned with production and trade distorting measures. Although consumption subsidization is also market distorting, as it generally leads to higher overall food consumption than otherwise, it is nevertheless trade-enhancing. This explains the "tolerance"/indifference of the Agreement as regards such policies.

As in the case of budgetary costs for stockholding activities, expenditures (or revenue foregone) in relation to consumer support are not subject to reduction commitments. However, again here, the constraint on consumption support for most developing countries would not come from the Agreement per se but largely from budgetary limitations. Already SAPs have pushed many developing countries into cutting consumer subsidies.

While the Uruguay Round does not attempt to address the budgetary constraint problem of many developing countries, it nevertheless contains a commitment which in principle should not aggravate it. This is in connection with the compensation principle embodied in the Decision on Measures Concerning the Possible Negative Effects of the Reforms Program on Least-Developed and Net Food Importing Developing Countries. Here the promise is that if food import prices rise because of the implementation of the Uruguay Round liberalization process, net food importing developing countries and the least developed countries could be eligible for increased food aid, finance to help them maintain normal imports of food, technical assistance and eventually favourable treatment on agricultural export credits. Such aid could help these countries to dampen consumer price increases while allowing prices to rise for farmers.

6.3.
Domestic Market Stability Options

Another concern of developing countries is the effect that a more open trade regime would have on domestic price stability, especially of sensitive food commodities. In this connection, an important factor is whether world market price variability would decrease or increase in the future. By opening up national agricultural markets, it is expected that absorption of production shocks will increase, having a stabilizing effect on the market. At the same time, the location of production may shift somewhat from countries with relatively high levels of protection to countries where protection is relatively low. If production is more unstable in the latter then overall variability of production could increase. There is also the issue of the level and ownership of stocks. Reduced government intervention implies that the level of public stocks would be reduced and privately-held stocks may not increase sufficiently to fill the gap.

7.
ISSUES OF CONCERN TO THE COUNTRY IN THE NEXT ROUND

Pakistan's experience with the implementation of the AoA throw up many useful insights which could be useful for future round.  It has not gained much in terms of agricultural exports and growth.  That cannot be attributed entirely to bringing Pakistan's agriculture into the net of the Agreement but that is also due to some extent to increased protection and high level of subsidies used by developed countries, structural reforms which remained in the country under implementation simultaneously with the AoA, squeeze on foreign aid and natural factors which mainly affected agriculture and consequently reduced the exportable surplus and increased domestic deficits in some foodstuffs.  Pakistan has flagged its concerns at the deliberations going on since the launching of the Marrakesh Agreement in January 1995 at different meetings of Committee on Agriculture, Ministerial conferences etc.  Some principle issues which emerge from its experience are briefly put forth.

7.1.
Complexity of Implementing Commitments
Administration of tariff rate quota and quota commitments  involved a number of points which have to be further straightened and streamlined so that the AoA could be smoothly implemented to the benefit of all member countries alike. These points inter‑alia include the allocation of access under MFN tariff quotas to preferential suppliers and non‑members, the allocation of import access to state‑trading enterprises and  producer organizations. The auctioning of tariff quota licenses; limitations on imports of particular products under broadly defined tariff quota commitments; and making imports under tariff quota conditional on absorption of domestic production of the product concerned.  Under the AoA the actual allocation and administration of the quotas are left to each member.  There is a need for having a transparent method of quota administration which does not cause a breach of the market access opportunities' commitments.

7.2.
Lack of Discipline on Calculation of Tariff Equivalent:

The calculations of tariff equivalents of NTBs were left to the member countries.  There is a need for incorporating a provision in the Agreement for independent monitoring of member countries' adherence to the guidelines and reducing the peak tariffs. Criticism has been flagged on a number of occasions that the tariff equivalents by some countries were much higher than the effective level of the existing non‑tariff barriers.  It has also been seen that some countries had set the base level of tariff, resulting into high tariff equivalents.  Harmonization approach which implies the higher the initial tariff rates the larger the reduction.  It should be applied on a product to product basis.  This has to be on the analogy of industrial tariffs under the Tokyo Round.  

7.3.
Need  for Uniform Tariff Rates 

The reduction commitments for tariffs were made both  on average and per product at a minimum rate.  When the base tariff levels are different across the countries the required reduction even after implementation would leave a great dispersion of tariff rates and peak tariffs among the member countries. There is a need to have a uniform tariff level, of course allowing preferential treatment to the developing and the least developed countries.

7.4.
Issues  in the area  of Domestic Support Commitments: 

Domestic Support Reduction has to be made by a specific reduction in the current total AMS and apportionment of reduction across  different products is left to the discretion of a member country.  This provides the country privilege to protect a product which could harm the interest of the other trade partner.  By re‑balancing the support among crops/sectors, the protection to sensitive products has been increased.

The "green box" measures which allow exemptions are tailored to the requirements of  the US deficiency payments and the EU compensation payments.  In fact these measures have emerged out of the concessions made under the Blair House Accord.  These are government's direct payments under production limiting scheme.

In some cases some non‑exempt measures and the "green box" measures are not so clearly distinguishable.  There is a need of having a fresh look for more transparency and misuse of 'green box' measures by  developed countries.

The AMS is calculated with reference to a base period of 1986‑1988.  The cost of production continues to change.  Using the reference price of base period for calculating AMS after some time period would not provide proper assessment of realistic support to agriculture.  This needs to be addressed as well.

7.5. 
Obscurity of Products specificity in the case of export subsidies

The reduction commitment is unclear on the product specificity, especially in those cases where outlays and quantity commitments were allowed to be established for group of products.  For instance, the category coarse grains covers 46 products classified under HS 6‑digit.  In such cases, it is uncertain how the reduction commitments will affect individual products when they have been grouped together in the reduction commitments.

Circumvention of export subsidies commitments, noted in the recent meetings of the Committee on Agriculture, involves the case where Members were allegedly starting a new export subsidy which they claim to be not subject to the reduction commitment.  Other "loop‑holes" of the reduction commitments has also been identified, such as an "inward processing" program, which involves "exporting" of a subsidized product to an export processing zone  where the product is processed into another product and then exported to other countries.  For example the EU allowed subsidy to cheese production through this mechanism. In such  cases this may be considered as an input subsidy to the final processed product.

7.6.
Stringent SPS Standards

The SPS Agreement which, in a way, is part of the AoA also cover fishery and forestry. This Agreement apparently allows some freedom to the developing countries in having different standards but in practice it provides a strong leverage to the developed countries to use the SPS Agreement as barriers against imports from developing countries. In the case of  Pakistan the EU banned the imports of fish in July 1998.  The US also tried to ban the import of Tuna fish and the dispute settlement committee decided the case in favor of Pakistan.  There is no denying the fact that the developing countries are far behind the developed countries in the area of the SPS standards.  The developing countries do not have adequate financial, technical and manpower capability to cover this gap soon. It is a time and resource consuming process and the developed countries should give support to the developing countries so that they can in due course of time become compatible with their developed trade partners.

 7.7. 
Assistance for NFIDCs

The Marrakech ministerial decision has entitled NFIDCs to benefit on account of possible negative affects of reform process on them This decision has not been implemented as yet.  Some mechanism has to be evolved so that the grievances of the countries concerned could be redressed.  This issue was to be discussed in collaboration with  FAO, Food Aid Committee and  World Bank.

7.8. 
Special Safeguard (SSG) Provisions

Since 1995 mostly the developed countries had used SSG provisions and the developing countries have considered them as protectionist approach by the developed countries.  There is a need either to completely eliminate or to minimize them.

7.9. 
Additional Issues

The future negotiations on agriculture should bind the developed countries to refrain from  "backsliding" towards higher and selective agricultural protectionism.  The developed countries should make meaningful reduction in tariff ceilings by the year, 2005 and strengthen the market access provisions.  Tariff peaks should be slashed in the case of major agricultural exports of the developing countries.  The special and differential treatment should be made more attractive for the developing and least developed countries so that they can develop their agriculture.  

8.
Conclusion

In summary, the production disciplines stemming from the Agreement are unlikely to cause much of an adjustment problem for most developing countries including Pakistan, which in any case provided rather little direct price support to their producers; many in fact have taxed farmers by keeping farm prices below equivalent world price levels.  For those, generally better-off developing countries, that have previously maintained farm prices above import parity levels, they may continue to help farmers by a combination of tariffs, some price intervention, input and investment assistance and a variety of other Green Box measures. In particular, the de minimis provision of the Agreement may prove very important for providing direct price support, especially for countries that have claimed zero or insignificant levels of AMS. In all these cases, the constraint is not likely to come from the provisions of the Agreement but from budgetary restrictions under SAPs.

The most likely problem will be how to help poorer consumers deal with higher prices, a matter that is largely outside the remit of the Agreement. This could be tackled by a combination of targeted food assistance, supported by domestic resources (generated through some taxation of the increased returns expected from the agricultural sector), as well as external assistance under the relevant Decision of the Final Act.  Finally, in view of greater reliance on tariffs in the future, there is some concern that this could lead to an increase in domestic price instability. This could be mitigated by recourse to a variety of approaches including food security stocks and a sliding scale of tariffs.

A review of Pakistan’s experience with the implementation of Agreement on Agriculture shows that it has not defaulted on its obligations and commitments under the Agreement and has rather gone far ahead of the UR requirements. However, due to the developed countries’ increased protection and subsidies that have denied the market access opportunities to Pakistan, it could not realize the expected gains in terms of exports and growth. Pakistan like the Cairns Group is rightly in support of fast liberalization of trade in agriculture.  The  next round of negotiation would certainly prove useful if it attends to the issues raised in the preceding section.  The communications submitted to the WTO General Council by the Cairns group, the US, the EU, Norway, Switzerland, Japan, Pakistan, countries in transition (Hungary, Bulgaria etc.), Korea and Latin America countries  (Cuba, El Salvador, etc.) reveal that they have taken their old positions as previously at the UR multi‑lateral negotiations (WTO/GC/1997). Under these circumstances the next round would certainly be a difficult one.
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