
The current debate over the 2007 
U.S. Farm Bill is partly shaped by the 
World Trade Organization Agreement 
on Agriculture (AoA). Some members 
of Congress have claimed they would 
disregard WTO commitments. But 
the Bush Administration is seeking to 
rewrite the AoA and Farm Bill to as-
sure their mutual compatibility in or-
der to avoid a challenge at the WTO’s 
Dispute Settlement Board (DSB).

WTO Challenges 
of the Farm Bill
In 2004, Brazil won a DSB ruling 
against Farm Bill provisions for sub-
sidizing U.S. cotton farmers and tex-
tile manufacturers. The U.S. claimed 
regulatory changes it made concern-
ing cotton payments and export credit 
guarantees satisfied the ruling’s rec-
ommendations. In late July, a WTO 
compliance panel disagreed in a confi-
dential interim report that likely will 
become public in October or Novem-
ber. Brazil may request DSB authori-
zation to retaliate against $3 billion 
of exports for damages caused to Bra-
zilian cotton producers and another 
$1 billion as a result of “actionable” 
subsidies that are not explicitly pro-
hibited but nonetheless were ruled to 
cause damage. Retaliation could take 
the traditional form of taxes imposed 
on U.S. exports to Brazil or less con-
ventional retaliation concerning in-

tellectual property (e.g., not paying 
royalties on U.S. patents) or trade in 
services.

Brazil and Canada are seeking to in-
fluence the 2007 Farm Bill by begin-
ning separate WTO disputes against 
how the U.S. counts its subsidies that 
foster over-production and thereby 
“distort” trade. The Brazilian and Ca-
nadian initiatives, launched this sum-
mer, cover Farm Bill payments for 
most years from 1996 to 2005. They 
charge that the U.S. exceeded its an-
nual limit on subsidy payments. Brazil 
and Canada have suggested that cur-
rent proposals for the 2007 Farm Bill 
might face further litigation.

U.S. Ignoring 
WTO Requirements
Since 2001, the U.S. has reported nei-
ther the amount nor the classification 
of its subsidy payments, as required 
by the AoA. Hence, any WTO chal-
lenge will likely be more prolonged 
for dispute panelists trying to de-
termine whether or not the U.S. ex-
ceeded the annual subsidies ceiling. 
Article 18.3 of the AoA requires new 
kinds of government payments, such 
as those in the 2002 Farm Bill, to be 
reported “promptly” both in terms 
of their WTO classification and pay-
ment amount. The AoA provides for 
no sanction for failure to report. The 

U.S. refusal to notify such payments, 
though not unique, imperils the abili-
ty of WTO members to fulfill the AoA 
objective of a “fair and market-orient-
ed agricultural trading system.”

IATP’s Bottom Line
IATP does not believe the U.S. will ex-
perience a tidal wave of AoA litigation, 
if only because of its extensive coun-
ter-retaliatory powers, particularly in 
bilateral trade and investment rela-
tions. IATP further has proposed new 
AoA rules to discipline agricultural 
export dumping and other anti-com-
petitive business practices. Whether 
or not such new rules are agreed by 
WTO members, the viability of the 
trading system requires compliance 
with dispute rulings about the agreed 
rules. U.S. non-compliance with AoA 
notification rules and general resis-
tance to compliance makes a mockery 
of the system.
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For more about the 2007 United States Farm Bill, visit IATP’s Ag Observatory at agobservatory.org


