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Excluding agriculture from GATT 
Up to the 1970s the normal way the governments of Europe, Asia and Africa looked at agriculture was to support their 

own agriculture by subsidies, import protection and systems for the stabilization of domestic price or of the return to 

domestic producers. GATT catered for this by excluding agriculture from the system of trade rules and liberalization 

commitments. 

However, there was concern that agricultural commodities which benefit from domestic support schemes might be 

sold on international markets and cause material injury to competing exporting or importing countries. In this case 

GATT called for consultations among the contracting parties to avoid “undue” prejudice of the interests of other parties 

(article VI.7). 

During the Dillon Round negotiations on GATT, in the beginning of the 1960s, the USA managed to include article XVI.3, 

which legalised the use of subsidies for primary products even if these commodities are exported. This provision states 

that applying of subsidies would be allowed provided that they do not result in “more than an equitable share of world 

export trade in that product”. 

Deliberate export strategy 

This exception also became the avenue for the CAP in the 1970s and a way to dispose of the EU’s mounting surpluses on 

the world market without being challenged under WTO. This meant that the EU became a key food exporter by default. 

Only from 1987 did the European Community start to develop a deliberate export strategy by refining the operation of 

granting export restitutions for targeting specific markets and out-competing certain competitors2). 

By then, the USA and the European Community had come to terms with each other´s agricultural policy and their 

previously rather uneasy alliance was consolidated when the EC joined this agricultural trade offensive. 

This shift towards a more export oriented agricultural policy was highly contentious inside Europe. Already by that 

time, critical voices questioned if this orientation presents a sustainable strategy for the future of small scale farming in 

Europe, and what would be the price the EC has to pay for challenging other competing exporters and for causing harm 

with EU import competition to farmers in importing countries.
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1) This APRODEV CAP Policy Brief is based on the presentation by Rudolf Buntzel for APRODEV at the European Parliament Hearing on Food Security on 4/10/ 
2011, “CAP-Reform, Agricultural Trade and Global Food Security”  
http://www.europarl.europa.eu/activities/committees/eventsCom.do?language=EN&body=DEVE

2) The exports of milk products rose four-fold between 1975 and 1980, the exports of grains by France rose from 10 million tonnes (1970) to 30 million tonnes 
(1990). The EU acquired large shares of the world market: with milk (1981) 53.9 %, with meat 21 % and with wheat 20 % (1985).



Uruguay Round 
From the mid 1980s onward the burden of these highly distorting trade flows by both the EC and the USA became 

worrisome for the competitors (Cairns Group) and also for some importing countries (later organised as the G30 in the 

WTO negotiations). The mounting pressure led to the inclusion of agriculture into the Uruguay Round. 

Agreement on Agriculture 

Before the Uruguay Round started, the US government changed its agricultural policy by introducing “deficiency 

payments” as the main instrument. This meant that the European Community entered the GATT-Round negotiations 

about an Agricultural Agreement in isolation. Later on, in 1992, the EC followed the US approach and introduced US 

like “deficiency payments” which presented a major shift in its own operation of the CAP, and which in turn led to the 

successful conclusion of the Agreement on Agriculture (AoA) and the creation of the WTO in 1995. 

Blair House Accord 

For this to be possible, the EC and the USA had to come to a common understanding which they did with the Blair 

House Accord, where both parties set the basic rules of the AoA and agreed once more on the common terms of their 

mutual agricultural trade relations. United under the Blair House Accord, the two superpowers were able to impose 

their terms for the basic design of agricultural and trade rules on the rest of the world. This deal made it possible for 

the USA and the EC to continue with their high levels of support to their farmers, without threatening their shares in 

the world markets. 

Blue Box 
However, in order to be coherent with the multilateral trade rules, the EC and USA had to introduce a long list of tricky 

provisions into the operation of the AoA, covering all areas of the Agreement. For example, the EC replaced its system 

of export restitution by deficiency payments just like the USA. The exception in the AoA of the “Blue Box” was well 

crafted in order to cover and protect exactly this system of support 3). Subsequently, the price guarantee systems were 

replaced by huge amounts of direct payments to the farmers, which had the effect of skyrocketing agricultural budgets 

of the major players4). These direct subsidies had the same effect for their agricultural exports as the export subsidies 

had before, and agricultural exports of the EC continued to increase in spite of the AoA5). 

This manoeuvre left all other contracting parties of the Agreement on Agriculture unable to make use of the exceptions 

now allowed under the Blue Box because of lack of budgetary money.

3) These “Blue Box Payments” of the EC were later transformed into “Decoupled Payments”, which fall under the more solid WTO-exception of “Green Box 
Measures”. They now form the “First Pillar” under CAP, which amounts to 80 % of all CAP expenditures, roughly 38 billion EURO. 

4) See Graph 1 on Export Subsidies in millions at http://aprodev.eu/files/Trade/aprodev%20cap%20lobby%20brief%203_%20dumping_final_corr.pdf 

5) See Graph 2 on Export Refunds per product – (ibid) 
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