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Moderator,

Ladies and Gentlemen.

It is good to be here.

As a New Zealander engaged in our own trade policy and our own agriculture policy, I am pleased and flattered to have been invited to this Conference here in Virginia.  

For a day or so this is the heartland of American Farm Policy.

I know that the heartland of American farming is somewhere west of here.  With dirt on it.  And crops.  And animals.  And tractors.  And farmers.  The modern version of what I used to see in the National Geographic.

I know too that those farmers have much in common with New Zealand’s farmers.    They are agricultural experts.  But they are a lot more beside.  They are business men and women.  They are investors.  They are planners.  They are accountants.  They are mechanics.  They are entrepreneurs.  They are exporters.  They are weather forecasters.  And the weather never lives up to expectations.  Neither do markets live up to expectations.

But farmers like the job.  They are mainly their own bosses.  Or, if not, their spouses are.  And in the main, it pays a living. 

Our farmers have a lot in common.

So do our farm trade negotiators.

New Zealand and the United States are both looking for a big result for agriculture in the Doha Development Round.  We have been working closely to try to make that happen.

While our positions have a lot in common, we both have to recognise that the United States and New Zealand do bring different perspectives to the agriculture negotiations.

Our agricultural strengths are quite different.  New Zealand livestock production is very efficient.  The main reason is that the vastly predominant feed is grass.  So in effect New Zealand wants this WTO Round to improve the international market for growing grass.

But I want to reassure you.  There is a limit to the amount of grass that New Zealand can grow even in our wet and temperate climate. 

This means that even if world markets were fully open to New Zealand products there would be a limit on the amount we could produce and that limit is not much greater than today’s total production.

To produce more than that based on grass would require feeding cereals to livestock.  But this is where the US takes over in terms of agricultural efficiency.  If it came to feeding cereals we could not compete with your own producers. 
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The members of the Cairns Group, too have different strengths. 
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· There are 17 of us – 3 developed and 14 developing

· Asia, North America, South America, South Africa, Australia and New Zealand
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· And you can see that agriculture is a big employer in many of these countries.  

· 2% in the United States and Canada

· 23% or 24% in Paraguay and Guatemala
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· Agriculture makes up 10% of world trade

· Agriculture makes up 9% of US Exports.

· Look at these figures for Cairns Group countries

· 60% for New Zealand,  46% for Argentina,  

· This is what binds us.  We are agriculture exporters.  None of us are big enough players on the world stage to act on our own.

· But we pool our negotiating strength.  And we do that very effectively.
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· The group exports a wide mix of products
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So I come to the second part of this question.  What is it that drives the Cairns Group?

The starting point is that agriculture is central to our economic welfare.

· In New Zealand agriculture is what we do best.

· In many developing countries it is their main hope of pulling themselves out of low incomes or even poverty.

Globalisation – makes it more urgent.  There is no prospect of isolating our economies from international forces.  So we must use the comparative advantage of agriculture where that exists.

But at present world agricultural markets are distorted and subsidised and protected.

The agricultural trade system is broke.  

And the conviction of the Cairns Group is that we have to fix it.

Our conviction is that agriculture can no longer be treated as the orphan of the World Trading System.

We are now working together on the Doha Development Round.  

As I have said already, we share with the United States the desire to see an ambitious outcome on agriculture.

Have no doubt that the group will use its negotiating clout to ensure that the Doha Round is both a development round and an agriculture round.  The two go hand in hand.
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In the year 2000 the OECD produced some calculations of the level of price support that farmers get direct from Goverments or through tariffs and other protection.

· The high scores went to Iceland (217% above the world price), Norway (219%), South Korea (285%) and Switzerland (276%).

· Japan at 182% and the European Union at 95% looked modest by comparison.  

· The United States came in at 32%

· Australia scored 7%

· And New Zealand scored lowest at 2%.  I think we are trying right now to track that farmer down.

These figures represent in a way what this whole agriculture negotiation is about.

But let’s look at some specifics.

Export subsidies are still permitted on agricultural products. 

If the ten year phase-out period proposed by Harbinson stands it will mean agricultural export subsidies will be in place two full generations – 60 years – after the elimination of industrial export subsidies.

New Zealand’s annual dairy exports of US$ 3.2 billion have to face European export subsidies of $ 1.4 billion.  Studies have shown export subsidies are costing New Zealand’s 14,000 dairy farmers more than $ 200 million per year.

The only way to tackle export subsidies is through the WTO multilateral process – it is not something the US or anyone else can pick up through FTAs.

And while export subsidies hurt New Zealand more than any other developed country, the Doha round is about development – many developing countries are even worse off.  Not only are their export markets lost, but domestic production sectors decimated.

We work very closely with the US on export subsidies for good reason.

The numbers on domestic farm support are even more staggering.

The EU’s allowance for trade-distorting domestic support is two-thirds of New Zealand’s GDP!  Not GDP from agriculture, but in total.

But as you know the EU is not the only sinner.  For many Cairns Group countries, the United States Farm Act is seen as the major issue.   The Cairns Group is fighting trade-distorting subsidies in all countries.

Again the effects on New Zealand are bad – but they are worse on developing countries both within and outside the Cairns Group.  Egypt is a net –food importing countries.  It believes if there were a level playing field it would be a net exporter.  Such is the effect on development of domestic subsidies to a sector that is minute in GDP terms in the subsidising countries.

And on market access the numbers are almost laughable.  

When they talk about tariff peaks in the industrials negotiation they are talking about tariffs above 20%, 25% or even 40%.

But in agriculture our tariff peaks are ridiculous numbers like 200%, 250% or even 1,000%.  At the same time much of the tariff quota access is very limited – I’m afraid the US features here with it tariff quota of 2 kg of chocolate allocated to New Zealand!

For developing countries especially tariff escalation hurts – and again I remind you it’s a development round.

While a zero tariff on coffee beans is good, a zero tariff on instant coffee would be even better for development, allowing more value-added in developing countries.  Likewise with sugar and many other tropical products.

Not only do we have to get tariff peaks down, but improve access through other means – namely tariff quota expansion where the Cairns Group’s aspirations are far greater than those of the US (and greater than those in the Harbinson text).  
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The Uruguay Round started the crucial process of getting agriculture into the rules for World Trade.  When agreement was reached in 1994 it provided a framework for agriculture.  It put in place a system of rules.  And it called for further agriculture negotiations.

At Doha 15 months ago Ministers agreed on a new mandate for those negotiations.  It set a high level of ambition in each of the three pillars – market access, export subsidies and domestic support.

The Cairns Group see that mandate as one that must deliver substantial reform of world agriculture.  

We do not see this round as one where the developed countries can fiddle around at the margins.  It is not a round where developed countries can get away with making a few concessions to selected developing countries – allowing them to benefit from developed countries’ protection – but doing nothing about their long term need for viable world markets.

That is the basis on which we and other Cairns Group countries have put forward our negotiating claims on all three pillars.

The Doha Mandate is the basis on which Cairns Group countries have assessed the so called Harbinson modalities.
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Stuart Harbinson – the chair of our Agricultural Negotiations in Geneva – did not have it easy.  We WTO members did not shine the light of compromise on his path.  So I am not going to criticise him for his efforts to find a middle road.

But New Zealand has criticised elements of his proposals:

On export subsidies we are pleased to see elimination but we would have liked to have seen it quicker.  European subsidies are doing too much damage to world markets.  Under the Harbinson proposals developed country export subsidies would continue until  2016.

It will also be important to tighten up further on export credits – there are too many gaps for United States subsidised credits to sail through.

On market access we had called for deeper tariff cuts.  The Harbinson proposals would allow Japan and others to maintain prohibitive tariffs in many products.  And this highlights the need for a greater increase in quotas.  A quota level of 8% of consumption would again allow too much freedom on some key products.

And on domestic farm programmes we were frankly a bit surprised by the modesty of Harbinson’s ambitions.  We wanted cuts that tackled more effectively the root cause of distortions in world agriculture.

So New Zealand and the Cairns Group cannot accept the Harbinson modalities as delivering the done deal. They are not ambitious enough.  

But like the United States we are ready to take them as the starting point for further negotiations.  
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I want to comment on one or two fundamental negotiating considerations that we all will have to take into account.

· First of all the Cairns Group position.  We see this as the Round for substantial improvements in world agricultural trade.  Without substantial improvements in agriculture there will be no Round.  We are ready to negotiate and to meet the 31 March deadline for the establishment of modalities.

· Second the Developing Countries’ position.  I look forward to hearing the views of my Sri Lankan colleague.  But if I could be so bold, I would make three observations.

· First, developing countries will expect and will receive substantial special and differential treatment in the Doha Round.  We all support that.

· Second, there is no common developing country view about what this should entail, not least because there is so much diversity among developing countries. 

· Third, I do not believe there will be a substantial outcome in this Round unless developing countries accept that the context for the  Round is trade liberalisation.  I would not expect to see developing countries as a group exempt from significant liberalisation – and this is an argument that will be put forward by many developing countries themselves.

· The European Union position is clearly a position based on reform of the Common Agriculture Policy.  And of course reform is never easy.  But neither does Europe want to see a round founder when it could deliver real promise for developing countries.

· A further comment on the European approach.  Generosity towards developing countries is a good thing.  But it may not be such a good thing if it is at the expense of significant reform.  The greater contribution would be to do the genuine reform that delivered long-lasting benefits to the world trading system.   That would be something that developing countries all would benefit from.  And that can still be compatible with additional targeted special and differential measures for developing countries.

· Finally, the United States. United States representatives have made it plain that their requirement for the Doha Round is an ambitious result on agriculture.  New Zealand and the Cairns group welcome that.  But you will also know that we have found fault with aspects of the United States proposal just as we have difficulty with aspects of United States Farm Policy.   The United States proposal was ambitious but also would allow the United States considerable leeway to maintain its existing programmes.

· We understand well the political reality behind those programmes.  But as we see it, this Doha Round will require adjustment from all players.  And not least the United States.  An ambitious outcome on agriculture would in the end require adjustments in American farm policy.  

· And if I could end where I started – that would mean some changes down on the farm.  

And as I also said at the start, New Zealand farmers and United States farmers have much in common.  Our farmers have been through reform.  It would be stretching a point to say they loved the experience.  But I think it is fair to say that you would find precious few of them who would want to go back to the previous system.  

I think they would acknowledge too that Government support for agriculture did not make farming any more efficient or any more profitable.  Its main impact was to boost production, not profits, and to distort land values.  What reform proved was that farmers are a very adaptable breed.  If the framework is clear and there is time to adjust, farmers work it out.  That’s the sort of guy I used to see in the National Geographic.
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I have a final observation.  The world needs this round.  Not just because of agriculture.  But because it can genuinely be a Doha Development Round.

· This is a time for leadership from the big players.  Especially the United States and the European Union.

· This is the time for those who have benefited the most from the opening up of the global economy since World War II – and in particular from free trade in industrials – to drive forward the mandate that Ministers agreed in Doha in November 2001.
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