The Doha Round:  What’s In It For New Zealand’s Deer Farmers?
August 2004

Potentially, plenty. Reduced tariffs for exports of venison and velvet, improved access into markets like the EU, Korea and China, elimination of unfair export subsidies and reductions to protectionist domestic support spending are amongst the improvements on offer for New Zealand’s position in future world trade.  

All of the elation in the press recently stems from the monumental agreement by the 147 members of World Trade Organisation (WTO) in Geneva at the end of July to a framework to guide further negotiations in the Doha Development Round. Agriculture is just one aspect of the negotiations, other areas cover non-agricultural market access, services, development issues and trade facilitation.  

According to WTO Director-General Dr Supachai Panitchpakdi, the progress made would provide a sharper focus for the talks and a much higher foundation for negotiators to continue from; greatly enhancing chances for the success of the round.

The Hon Jim Sutton Minister for Trade Negotiations & Agriculture was New Zealand’s representative at the talks, which he says was a real marathon “but the WTO got there in the end.”  He was supported by a team from the Ministry of Foreign Affairs & Trade (MFAT), the Ministry of Agriculture & Forestry (MAF) and received briefings from the major industry sectors involved.  Describing it as a triumph for multilateralism, he says rich and poor countries have reached agreement to open markets and advance the rule of law in international trade. “That’s good for the world’s economy.  It’s good for New Zealand. And it’s good for global development.”

Vitally important to New Zealand, agriculture is a major contributor to our economy, accounting for 16% of annual gross domestic product (including agri-processing) and over half of our total merchandise export income.  This new agreement heralds exciting times ahead for New Zealand’s agricultural community and “has set the world on track for a radical new era of international trade,” according to the Executive Director of the Trade Liberalisation Network Suse Reynolds. 

New Zealand is part of the 17-strong Cairns Group of agricultural exporting nations, chaired by Australia, that lobbied initially for agriculture’s inclusion in the talks and now pushes for progress in negotiations.  The Cairns Group is now working closely with the ‘G20’ group of developing countries to keep pressure on for reform. 

So, what was achieved?

Agriculture – a feature of WTO negotiations only for the past decade in the 50 year history of multilateral trade negotiations (initially under the General Agreement on Tariffs and Trade ‘GATT’) - is arranged into `three pillars’, market access, export subsidies and domestic support,with objectives agreed by WTO Members at Doha to:  

· substantial improvements in market access;

· reductions of, with a view to phasing out, all forms of export subsidies;

· substantial reductions in trade-distorting ‘domestic support’ (payments or other support related to production or trade from governments to the farm sector).

In addition, the agriculture mandate called for `special and differential’ treatment for developing countries to be an integral part: to allow them the flexibility to ease transition to a more liberalised environment. Non-trade concerns (such as environmental protection and food security) also had to be taken into account.

New Zealand Ambassador to the WTO, Tim Groser, as Chair of the Doha agriculture negotiations, worked through the night with a representative group of countries, including New Zealand, with a wide range of divergent interests in the ‘green room’ on aspects of the package, including agriculture.

The achievement on agriculture went beyond expectations of many commentators and is more than what was on the table at Cancún.  Agreement was reached on:

· The abolition of all forms of agricultural export subsidies by a certain date. This will help to raise prices that New Zealand products (particularly dairy) receive on world markets, enhance our competitive position and lessens market instability;

· The substantial reduction of trade distorting domestic support in agriculture, which MFAT says will mean long-term improvements to the trading environment faced by New Zealand farmers;

· A significant breakthrough in the cotton trade offering great opportunity for cotton farmers in West Africa and throughout the developing world.

In addition, and of particular interest for the deer industry, New Zealand is pleased to see important principles included in the framework for market access. As well as seeing substantial tariff reductions on all products (with higher tariffs cut by greater amounts), the framework also includes provisions for tariff quota expansion and reductions of in-quota tariffs.  New Zealand will be seeking to ensure big tariff cuts during the next phase of the negotiations, in order to give New Zealand farmers the best possible export opportunities.

According to Jim Sutton, the framework agreement provides a sound basis on which to advance New Zealand’s agricultural market access objectives and the framework targets the root cause of global agriculture distortions by requiring big cuts in government subsidies. 

Seasoned trade negotiators are reportedly `excited’ by the language used in the agricultural framework for negotiators.  “It reflects a seismic shift in the political mindset of the traditional protectionists and sends an unequivocal message to farmers in Europe, the US, Japan and Korea that their protected markets now have a limited life span,” Suse Reynolds comments.

Keeping an eye on the small-print

Deer Industry New Zealand will be keeping an eye on the small-print for the industry and also on the risk of raising non-tariff trade barriers, under the guise of ‘food safety’ or ‘environmental protection’ regulations by markets that our products are sold into.

One area it will be watching is the inclusion of items into the ‘green box’, which allows for domestic support policies that are non-, or only minimally, trade distorting (not linked to production or prices).  Examples include general infrastructural measures, environmental and research funding, disaster-relief funding and direct income support to farmers.  The framework agreement provides for criteria for the green box to be considered during the ongoing negotiations.  This could be construed as a back-door way of a country subsidising its farmers and giving them unfair advantage over New Zealand’s.  For example, farmers could be compensated for the extra costs borne when they are required to meet higher standards of animal welfare. .  While this idea is not in the latest draft, it may well appear again in the future.

Potential for billions to return to New Zealand

The previous Uruguay Round resulted in the injection of at least a billion dollars a year into the New Zealand economy and is responsible for the creation of thousands of jobs, says Suse Reynolds.  In the medium-to-long term, if the ambition in the new Geneva agreed work programme is realised, she predicts New Zealanders are going to be much wealthier, “billions of dollars wealthier”, although the gains may be some way off. 

In an additional point of direct relevance to the New Zealand deer industry exporting its products to restricted markets like Korea, China and Taiwan, Suse Reynolds argues that the wealthier developing countries become, through the increased trading opportunities, the developing world’s demand for more sophisticated protein and dairy-based diets in going to increase.

When will we see results?

While the latest step in the Doha Round involved reaching agreement on setting the framework for negotiations, there is still a lot more work to be done on the “modalities” – the detail: how tariff reductions are to be applied and by when it is to happen.  Then, WTO Members’ individual commitments will need to be finalised. Once the Doha Round is completed, the commitments by members will need to be implemented, meaning that the full benefits of reform may be some way off.

Some non-governmental organisations (NGOs) are critical of the lack of deadlines and say it might give protectionist countries scope to avoid opening their markets to developing countries but a lot was achieved in the last Uruguay round and it is thought the same will happen again.

The next ministerial conference – the Sixth - is scheduled for December 2005 in Hong Kong, China. Predictions are that this Doha Round will be completed between late 2006 and mid-2007 and, beyond that the doors will open gradually.  

Want to know more?  Visit:

· Cairns Group - www.cairnsgroup.org

· Hon Jim Sutton, New Zealand Minister of Agriculture, press release, 1st August 2004 “Marathon negotiations get WTO back on track” - www.beehive.govt.nz

· Ministry of Foreign Affairs & Trade web-site and Trade Matters booklet – www.mfat.govt.nz/foreign/tnd/wtonz/agricultural.html
· New Zealand Trade Liberalisation Network – www.tln.org.nz

· WTO web-site – www.wto.org 
· Trade Liberalisation Network website – www.tln.org.nz
