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The WTO and the Indian poultry industry

During the post-Independence era, Indiafollowed a protectionist policy and adopted various
measures—both tariff and non-tariff (thelatter sometimesal so known as quantitative
restrictionsor non-tariff barriers)—in order to achieveitsdevel opment goals. Sincetheearly
1990s, however, the Indian economy has been subjected to constant reform, with the
government shifting fromitsinward-oriented economic policies of the past to more outward-
looking policiesinvolving integration of the domestic economy with theworld economy
through deregul ation and competition.

Beforethereform period, India strade policy regimewas complex and cumbersome, with
many different typesof importers, import licencesand waysof importing. Agricultural imports,
including poultry items, were subject to licensing, carried out on the recommendation of
variousgovernment departments. This protectionist environment, which the Indian poultry
industry enjoyed for many years, isnow being dismantled, and the government has placed the
entirerange of poultry productsinthe open general licence (OGL) category, aso called the
‘freelist’.

Thispaper describesthe salient features of the Indian poultry industry, analysesthe
dismantling of the protection regime, makes comparisonswith and draw lessonsfrom the poultry
industries of other countriesand makes some broad policy recommendationsfor thelndian
poultry industry.

The Indian poultry industry

Among thevariousactivitiesinthelndian livestock sector, poultry farming isthefastest growing.
Wheat started asanovelty in the 1970s—egg and broiler production—hasbecomeahighly
organised agribusinesswith estimated capital investment of 100 billion rupees, contributing 110
billion rupeesto India’sgross national product (GNP) and employing around 1.5 million people,
mostly inrurd areas. In 1999, Indiaproduced 34 billion eggs, 700 million broilersand about
500,000 tonnesof poultry mest (Table 1 and Figure 1).

Poultry mest production hasincreased not only in volumebut alsoin market sharein total
mest production, developing from the smallest mesat sector in 1977 into thethird largest in 1998,
after veal and buffalo (Table2).

Oneof theIndian poultry industry’smost sdlient featuresisthat itishighly fragmented. There
areseveral thousand independent poultry producers, little or no promotion of brands, and
significant variationsin poultry industry development acrossregions. Thefour southern states—
AndhraPradesh, Karnataka, Keralaand Tamil Nadu—account for about 45 per cent of the
country’segg production, with an annual per capitaconsumption of 57 eggsand 0.5 kg of broiler
meat. The eastern and central regionsaccount for about 20 per cent of egg production and have
aper capitaconsumption of 18 eggsand 0.13 kg of broiler meat, whilethe northern and western
regionsrecord much higher figuresthan these (Table 3).

Significance to the national economy

Poultry isof much greater significanceto the Indian economy thaniscommonly realised, as
evidenced by four of itsfunctions. First, poultry isan efficient converter of two fibrous
feedstuffs—mai ze and soybeans—into highly nutritiousanimal protein feed. Second, poultry
litter, accumul ated over aperiod of 9-12 months, isan excellent organic fertiliser that contains
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4.8 per cent nitrogen, 2.8 per cent phosphorousand 2.3 per cent potash. Approximately 40
birds, kept on deep litter for about ayear, can produce one tonne of manure, enough to
fertilise one hectare of paddy or maize, or two hectares of sorghum, or half ahectare of
intensively cultivated vegetables.

Third, since poultry farmingislabour intensive, requires minimum capital and provides
quick returns, it has enormous potential to improve the socioeconomic conditions of therural
population. Itisestimated that an increasein egg consumption of one egg per head canlead to
the creation of asmany as 25,000 additional jobs, and an increasein chicken meat
consumption of 50 grams per head to the creation of 20,000 additional jobs. Thusthe poultry
industry hastremendous potentia to create non-farm employment and check migrationfrom
rural to urban areas.

Table 1 Growth of the Indian poultry industry, 1991-99

1991 1999
Total egg production (millions) 22,743 34,000
Total layer population (millions) 125 133
Per capita egg consumption (number) 25 36
Per capita poultry meat consumption (kg) - 0.70
Source: Poultry Times of India, various issues.
Table 2 Market shares of various meats in Indian meat production, 1978-98 (per cent)
Beef and veal Buffalo Lamb Goat Pork Poultry

1978 34 34 6 12 10 4

1988 33 32 5 13 10 7

1998 31 31 4 10 10 13

Source: Hofman, P. and Kerkwijk, E., 1999. ‘Integrated Poultry’, Poultry Times of India, June.

Figure 1 Poultry meat production in India, 1963-97

700000

Tonnes of meat
3\

1963 1965 1967 1969 1971 1973 1975 1977 1979 1981 1983 1985 1987 1989 1991 1993 1995 1997
Years
Source: Hofman, P. and Kerkwijk, E., 1999. ‘Integrated Poultry’, Poultry Times of India, June.
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Fourth, withitsstrong agrarian base, Indiaisone of themost economical sitesintheworld
for poultry production and therefore potential ly avery successful exporter of poultry products.
Currently India ssharesinworld poultry production and tradeare small (Table4), but continuing
globalisation should makeit possiblefor the Indian poultry industry to fully devel opitspotential in
thisrepsect.

National policy

TheIndian government has acknowledged the growing importanceto the economy of poultry
and eggsinrecent five-year plans. Intheeghth five-year plan (1992—97), poultry farming was
highlighted asagrowth area, with expected growth of 18-20 per cent during the plan period.
Priority wasgivento the development of poultry farming on acooperative basisin order to help
smal rura farmers. Other focus pointswerethe strengthening of infrastructure, training, and

Table 3 Egg production in Indian states, 1996 (million eggs)

State Production State Production
(million eggs) (million eggs)
Andaman and Nicobar 67 Madhya Pradesh 1,130
Andhra Pradesh 4,700 Maharashtra 3,417
Arunachal Pradesh 34 Manipur 164
Assam 640 Meghalaya 90
Bihar 1,498 Mizoram 3
Chandigarh 38 Nagaland 47
Dadra and Nagar Haveli 6 Orissa 800
Daman and Diu 2 Pondicherry 15
Delhi 60 Punjab 2,670
Goa 92 Rajasthan 350
Gujarat 390 Sikkim 19
Haryana 400 Tamil Nadu 2,690
Himachal Pradesh 70 Tripura 44
Karnataka 1,820 Uttar Pradesh 2,500
Kerala 2,600 West Bengal 3,000
Lakshadweep 6 All India 29,632

Source: The Indian Express, 6 May 1999.

Table 4 India’s poultry industry in the world, 1998

World poultry production 5,491,600 tonnes
Indian poultry production 59,500 tonnes
Share in world production 1 per cent
World poultry exports 5,750,000 tonnes
Indian poultry exports 407 tonnes
Share in world total 0.007 per cent

Notes: The main producing countries are the United States (27 per cent), China (21 per cent), the
European Union (15 per cent) and Brazil (8 per cent); the main exporting countries are the United States
(44 per cent), the European Union (14 per cent) and Brazil (10 per cent); and the main importing countries
are Hong Kong (17 per cent) and China (15 per cent).

Source: Poultry Times of India, June 1999.
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research and devel opment. To ensure easy accessto vital facilitiessuch asinputs, credit and
marketing, anumber of poultry estatesare being set up in collaboration with agenciessuch asthe
Nationa Co-operative Development Corporation (NCDC), the National Bank for Agricultural
and Rura Development (NABARD), state governmentsand non-government ingtitutions. The
poultry industry itself has asked for the establishment of aNationa Poultry Devel opment Board
(NPDB) to promoteand coordinate various activitiesrelated to theindustry, such as
infrastructure creation, centralisation of the procurement and distribution of poultry ingredients,
and advertising and other promotiona work both in Indiaand abroad. To stimulateinvestmentin
the poultry industry, thelndian government haslifted restrictionson investment in the poultry feed
sector and begun phasing out import restrictions on poultry products.

Problems faced by the poultry industry

Thelndian poultry industry currently facesanumber of problems. First, thereisasevere
shortage of itsmajor feedstuff, maize.! Feed costsamount to nearly 75 per cent of thetotal costs
of production of eggsand broilers, and maize accountsfor 50 per cent of all feedstuffs, soevena
small increaseinthe price of maize canwipeout profits. Between 1997/98 and 1998/99, the
price of maizerosefrom 4,500 rupees ($120) to 7,500 rupees ($165) per tonne, an increase of
40 per cent. The steep increasein the price of thismajor feedstuff hasforced thousands of small
farmersto suspend and even close down their poultry operations. If the growth of the poultry
industry isto be sustained at 10 per cent for eggsand 15 per cent for broilers, theavailability of
maize must beincreased.

Second, infrastructurerequired by the poultry industry for storage, distribution, marketing
and export islacking. An acute shortage of refrigerated road transport and alack of an efficient
cold chainare currently making widespread distribution difficult and expensive. Further, India
doesnot have aproper testing system, hence res duesfrom pesticide, antibioticsand hormones
tend to cause problemsfor exporters.

Third, dthough poultry isrecognised asanintegral part of theentireagricultura sector, itis
subject to restrictionson the use of agricultura land, attractshigher eectricity tariffsand salestax
than other agricultural industries, and issubject to different land and | abour lawsthan other
agriculturd indugtries, including theminimumwageact.

Whilethesetraditional sortsof economic problem haveyet to be solved, dready new
problemshave arisen, foremost among them the government’ sreported planto open up the
domestic poultry sector for import competition. For years, the domestic poul try sector remained
protected, withimportsof poultry products subject to quantitativerestrictions (QRs) and licensing.
Processed poultry mesat preparationsand egg productscurrently attract an effectiveimport duty of
35 per cent of basic customs duty, and chicken cut-ups (HS0207.13 and 0207.14) and certain
preparations (HS 1602.32 and 1602.39) attract an even higher duty of 100 per cent of basic
customsduty. Although import duty hasincreased inthelast two years, QRsremainedinforce
up until April 2001.

Trade liberalisation and the WTO

Thissection aimsto analyse changesin estimates of Indian levelsof protection with respect to
tariff structure and QRsin the 1990s. For the purpose of quantifying changesdueto import
custom duty, emphasisis placed on the *nominal rate of protection’ measure. The estimates
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are made using most favoured nation (MFN) tariff rates, as occasionally announced by the
Indian government. The average values of these MFN tariff rateshave been calcul ated for the
total economy.

Table5 summarisesindicatorsof tariff liberdisationin Indiafrom 1993/94 to 2001/02:
import-weighted average MFN tariff rate; smpleaverage; MFN tariff rate; collectionrate; and
peak rate. It can be seen that the averagerate of Indian MFN custom tariff hasdeclined since
the adoption of thereform processinthe early 1990s. Theaverage MFN custom duty rate also
declined significantly—from more than 80 per cent inthe early 1990sto 30 per centinthemid
1990s. From 1997/98 onwards, however, there hasbeen no significant changein average
custom tariff rates. Thedeclineinimport-weighted average customsrateswasamost negligiblein
1998/99 and 1999/00, whilethe averagetariff rate actually increased dightly during 2000/01.
Thetariff changes proposed inthe 2001/02 budget led to amarginal declineinimport-weighted
average custom tariff rate—from 31.1 per cent in 2000/01 to 28.9 per cent in 2001/02. The
averagetariff ratewaslikely morethan 28.9 per cent, however, sincethetariff ratesof certain
commodities(particularly agricultural products) may have been enhanced.

Intheearly and mid 1990s, therewas also adeclinein the peak tariff of custom duty rates,
though not for beveragesand certain agricultural commodities, which had * megatariff’. Thiswas
asignificant decline—from morethan 100 per cent during the early 1990sto around 42 per cent
in 1996/97. Thelate 1990s, however, saw no significant changein peak tariff rates, nor wasa
change suggested in budget proposals madefor 2001/2. Thusndianeedsto accelerateitstariff
liberaisationif itisto reach apeak tariff rate of 20 per cent within thenext threeyears, as
announced in the budget of 2001/02. A medium-term strategy must bedevisedto bring India's
custom tariff ratesto thelevelsof those of East Asian countries, which havereduced their tariff
ratessignificantly inrecent years. Theaverage MFN ratein selected ASEAN countrieswas
around O per cent for Singapore (during 2000), 11.2 per cent for Indonesia(1999), 10.2 per
cent for Malaysia(1999), 10 per cent for the Philippines (1999), and 16.94 per cent for
Thailand (1999). It isexpected that these countrieswill bring their tariff ratesdown even further
over thenext threeyears.

Asgtated inthe 2001/02 budget, customtariffswill becomeacrucia trade policy instrument
after theremova of India'sQR regime. A summary of India scurrent position on QRsfor
importsfollows.

Duringthe pre-reform period, India strade policy regimewas complex and cumbersome,
with many different typesof importers, import licencesand waysof importing. Importsof almost
al commoditieswererestricted and subject to licensing, with the exception of thosethat could be
imported under the OGL schemes, sometimescalled ‘freelist’ products. During the pre-reform
period, OGL commoditiesaccounted for lessthan 10 per cent of all commodities.

During the post-reform period, OGL coveragewas enhanced, and Indiaconsistently
removed itsQRs(Table6). Although Indiabegan dismantlingitsQRsunilaterdly inthemid
1990s, most of the QR removals of the period 1997-2001 came about during WTO dispute
settlement proceedings (M ehta2001; WTO 2000a). Furthermore, Indiamade no significant
changestoitsapplied ratesafter their level swere brought closeto bound levelsfor industria
products.
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Table5 Average MFN tariff rates and peak tariffs of Indian economy, 1993/94—2001/02

Year Average MFN tariff rate® Collection rates® Peak tariffd
Simple average Import-weighted® Gross
1993/94 83.00 82.76 31.00 85.0
1994/95 61.58 56.65 30.17 65.0
1995/96 48.83 44.75 29.45 50.0
1996/97 39.26 32.70 31.32 42.0
1997/98 35.12 30.91 29.29 45.0
1998/99 35.25 30.30 22.80 45.0
1999/00 35.54 29.81 23.67 44.0
2000/01 34.62 31.15 21.29¢ 38.5
2001/02 32.27 28.92 - 35.0

a The average MFN tariff rate is based on Basic Custom Duty (BCD) + Special Customs Duty (SCD) or
Surcharge of products defined at the 6-digit HS level, without consideration of specific exemptions of
products. The SCD rate for 1996/97 was 2 per cent, and for 1997-98 and 1998-99 it was 5 per cent (2+3).
The surcharge of 10 per cent was imposed during 1999/00 and 2000/01.

® Import weights are based on the value of imports (in rupees) during the same year, at 6-digit ITC-HS
classification. Import weights for the years from 1997/98 to 2001/02 are based on the values of imports for
the year 1996/97.

¢ Based on customs revenue value (based on all types of import duty) and value of total imports, compiled
from various volumes of the Government of India’s Budget Documents and from the Directorate General of
Commercial Intelligence and Statistics.

¢ Excluding certain products whose custom duty lies within the range of ‘mega tariff’.

¢ Based on revised budget document estimates, and assuming increases in total imports of 14.2 per cent
during 2000/01.

Note: For certain products, import custom duties are defined as specific duties, and these specific duties
have been converted here into ad valorem equivalence.

Sources: Goldar, B.N. and Mehta, R., 2001. ‘The budget and customs duties’, Economic and Political
Weekly:989-91; Government of India (GOI), Directorate General of Commercial Intelligence and Statistics
(DGCIS), n.d. Monthly Statistics of Foreign Trade of India, Vol. || (imports), various issues, Ministry of
Commerce, New Delhi; Government of India, Central Board of Excise and Customs (CBEC), n.d. Custom
Tariff of India, various issues, Ministry of Finance and Company Affairs, New Delhi; Government of India,
n.d. Budget Documents, various issues, Ministry of Finance and Company Affairs, New Delhi, Available
online at http:/finmin.nic.in/topics/union_budget/index.html.

Table 6 India’s imports subject to QRs, 1995-2001

Number of ‘free list’ lines (as percentage of total number of lines?)

April 1995 56.00
April 1997 65.80
April 1998 70.20
April 2000 86.41
April 2001 94.37

a At 8 or 10-digit HS level.

Sources: Mehta, R., 1997. ‘Trade policy reforms, 1991/2 to 1995/6: their impact on external trade’,
Economic and Political Weekly, April:779-84; Mehta, R., 1999. Tariff and Non-Tariff Barriers of Indian
Economy: a profile, RIS; Mehta, R., 2000. ‘Removal of QRs and impact on India’s imports’, Economic and
Political Weekly, 35(19); Goldar, B.N. and Mehta, R., 2001. ‘The budget and customs duties’, Economic and
Political Weekly, 36(12):989-1.
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Poultry product tariff rates

IN 1999/00, tariff ratesranged from 15 per cent (meat and edible offal) to 40 per cent (live
poultry and food preparationsof poultry products). During the samefinancid year, thetariff rate
of ‘maizefor usefor poultry feed’ was O per cent, but thisincreased to 70 per cent in budget
proposalsfor 2000/01 (Table 7). With theintroduction of thetariff quotaregime(TQR),
however, thetariff rate hasdeclined to 15 per cent. All other poultry products—with the
exception of four whosetariff ratewas 100 per cent—attracted atariff rate of 35 per cent during
1999/00 and 2000/01 becausetheir QRswereremoved. The government’simport policy for
2000/01 and 2001/02 removes QRsfrom all poultry products, most of which were* restricted
items prior to 1999/00. When these QRs have been removed, tariff rateswill bethe most
important instrument in India simport policy. In budget proposalsfor 2000/01, the government
announced atariff rate of 35 per cent for all poultry sector items (aswell asitemsof other
sectors) whose QR had been removed. Thereasoning behind this, if the government’sintention
wasto maintain protection level s, would seem unsound, especidly considering that the tariff
equivaencefor alarge number of poultry productswassignificantly higher than 35 per cent. The
government must haverealised thismistake, sincefor two commodity groups—HS 1601.00
(sausagesand similar products of meat, meat offal, and food preparati ons based on these
products) and HS 1602.32 (other prepared or preserved poultry meat)—it subsequently
increased thetariff ratefrom 35 per cent to 100 per cent. It a so revised thetariff rates of two
more poultry sector commodity groups, that isHS 0207.13 (meat and edible offal of poultry of
heading No. 01.05, cutsand offal, fresh or chilled) and HS 0207.14 (meat and edible offal of
poultry of heading No. 01.05, cutsand offal, frozen). We can conclude from thiseither that the
government believesthetariff equivalence of most poultry productsto be closeto 35 per cent or
that it wantsto encouragetheimport of these commodity groupsthrough tradeliberalisation,
however it isdifficult to believethat thetariff equivalence of theHS 1601.00 and HS 1602.32
groupsis 100 per cent whilethat of the HS 1602.39 group is 35 per cent. All theselinesinclude
alargeamount of prepared and preserved meat.

During the Uruguay Round, alarge number of countriesset tariff bindingsat fixed levels,
after estimating QR tariff equivalence. Largely becauseagreat many of India simportswere
subject to QRs, India, dongwith many other devel oping countries, did thiswithout carefully
examining theimplicationsof theactionfirdt. It canbesaid, therefore, that binding ratesfor alarge
number of commodities(or thetariff equivaenceof alargenumber of QRS) areinappropriate.

Implications for the poultry sector

What effectswould unfettered freetrade have on India spoultry industry? So far there hasbeen
no seriousdiscussion of thistopic. Onthebasisof currently availableinformation, it can be
predicted that the industry would not survive. An unfettered trade regimewould attract an
abundance of cheapimports, causing aglut inthe domestic market and unremunerative pricesto
local producers, who may then beforced toleavethefield. Thedomesticindustry isprice
competitiveonly in eggs, and studieshave shown that in *whole chicken’ and chicken products
Indiadoes not have much competitive advantage over other suppliers. For example, thepricein
Indiaof domestic whole chickenisaround 3040 per cent higher than theimport price of
Brazilian chicken. Inaddition, thereisnot much difference among pricesof different cutsof
chickeninIndia, whereasin other countriessuch pricesvary grestly.
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Table 7 MFN tariffs and UR bound rates for poultry products, 1999-2002

Harmonised System (commaodity groups) India’s import Uruguay Round
policy upper
HS code? HS description 1999/00 2000/01 2001/02 bound

Tariff rate®  Tariff rate®  Tariff rate® final rate®
(per cent) (per cent) (per cent)  (per cent)

01.02 Live bovine animals

0102.10 Pure-bred breeding animals 40 35 35 100

Ex 0102.10 Cows, heifers, bulls, goats, sheep and 5 5 5 100
pure-line poultry stock

0102.90 Other 40 35 35 100

Ex 0102.90 Grandparent poultry stock and 25 25 25 100

donkey stallions

01.05 Live poultry: fowls of the species Gallus domesticus, ducks, geese, turkeys and guinea

fowls

0105.11 Fowls of the species Gallus domesticus 40 35d 35 100
weighing not more than 185g

0105.12 Turkeys weighing not more than 185g 40 35 35 100

0105.19 Other weighing not more than 185¢g 40 35 35 100

0105.92 Other fowls of the species Gallus 40 35 35 100
domesticus weighing not more than 2,000g

0105.93 Other fowls of the species Gallus 40 35 35 100
domesticus weighing more than 2,000g

0105.99 Other except those weighing not more 40 35 35 100

than 185¢g

02.07 Meat and edible offal of poultry of heading 01.05, fresh, chilled or frozen

0207.11 Not cut in pieces, fresh or chilled: species 15 35 35 100
Gallus domesticus

0207.12 Not cut in pieces, frozen: species 15 35 35 35¢
Gallus domesticus

0207.13 Cuts and offal, fresh or chilled: species 15 100 100 100
Gallus domesticus

0207.14 Cuts and offal, frozen: species 15 100 100 100
Gallus domesticus

0207.24 Not cut in pieces, fresh or chilled: turkeys 15 35 35 100

0207.25 Not cut in pieces, frozen: turkeys 15 35 35 100

0207.26 Cuts and offal, fresh or chilled: turkeys 15 35 35 100

0207.27 Cuts and offal, frozen: turkeys 15 35 35 100

0207.32 Not cut in pieces, fresh or chilled: ducks, 15 35 35 100
geese or guinea fowls

0207.33 Not cut in pieces, frozen: ducks, geese or 15 35 35 100
guinea fowls

Ex 0207.34 Fatty livers, fresh or chilled: ducks, geese 15 35 35 35¢

Ex 0207.34 Not cut in pieces, frozen: guinea fowl 15 35 35 100

0207.35 Other, fresh or chilled: ducks, geese or 15 35 35 100
guinea fowls

0207.36 Other, frozen: ducks, geese or guinea fowls 15 35 35 100
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04.07 Birds’ eggs, in shell, fresh, preserved or cooked

040700.01 Of the species Gallus domesticus and 35 35 35 150
ducks for hatching

040700.02 Birds’ eggs, in shell, fresh other than for 35 35 35 150
hatching

040700.09 Other 35 35 35 150

04.08 Birds’ eggs, notin shell, and egg yolks, fresh, dried, cooked by steaming or by boiling in

water,

molded, frozen or otherwise preserved, whether or not containing added sugar or other
sweetening matter

0408.11 Egg yolks: dried 35 35 35 150
0408.19 Egg yolks: other 35 35 35 150
0408.91 Other than egg yolks: dried 35 35 35 150
0408.99 Other than egg yolks: other 35 35 35 150
10.05 Maize (corn)
10059000.1 Maize for use for poultry or animal feed - - 15/50 15/60f
1601.00 Sausages and similar products, of meat, meat offal or blood; food preparations based
on these products - 100 100 150
16.02 Other prepared or preserved meat, meat or blood
1602.10 Homogenised preparations 40 35 35 55¢
1602.20 Of liver of any animal 40 35 35 150
1602.31 Of turkeys: poultry of heading No. 01.05 40 35 35 150
1602.32 Of fowls of the species; of poultry of 40 100e 100 150
heading no. 01.05
1602.39 Other, of poultry of heading no. 01.05 40 35 35 150
1602.41 Of swine, hams and cuts thereof 40 35 35 55¢
1602.42 Of swine, shoulders and cuts thereof 40 35 35 55¢
1602.49 Of swine; other, including mixtures 40 35 35 150
1602.50 Of bovine animals 40 35 35 150
1602.90 Other, including preparations of blood of 40 35 35 150
any animal

a As defined by the Harmonised System of Indian Trade Classification (HS-ITC), 1999/00.

® MFN tariff rate, defined as basic custom duty (ad valorem) in Indian custom classification. The various
exemptions are not taken into consideration here.

¢ HS Code definitions for some items were different in the year of the Uruguay Round commitments. The final
bound rates are calculated after the custom classifications (HS) of the Uruguay Round negotiation period
(1992) and the custom classifications (HS) of 1999/2000, 2000/01 and 2001/02 are made to correspond.

9 The basic custom duty on grand parent poultry stock is 25 per cent instead of 35 per cent.

¢ Commitments for these items were made in earlier rounds.

fIndia has successfully renegotiated the raising of bound import duty on a range of agricultural items,
including maize, with ‘principal supplying interests’ like the United States, the European Union, Canada,
Australia and New Zealand.

Source: WTO, 1995. India, Uruguay Round goods schedule, Washington, DC, Available online at http://
www.wto.org/english/tratop_e/schedules_e/goods_schedules_e.htm; Government of India, Central Board
of Excise and Customs (CBEC), n.d. Custom Tariff of India, various issues (1999/00, 2000/01, 2001/02),
Ministry of Finance and Company Affairs, New Delhi; Government of India, Central Board of Excise and
Customs (CBEC), 2001. Custom Tariff of India 2000/01, Ministry of Finance and Company Affairs, March,
New Delhi.
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Indian poultry productsare more expens vethan imported poultry productsfor severa
reasons. First, poultry farmsin other countriesare much larger than poultry farmsin India, where
thereareabout 1 million poultry farmersof whom 95 per cent have just 500-2,000 birds. In
India, anyonewho keeps 50,000 birdsisconsidered abig farmer, whereasin the United States
theaverage poultry farmer keeps400-500 million birds.

Second, the price of maizefeedisrdatively highinIndia. Sincefeed costsaccount for nearly
75 per cent of thetotal cost of egg and chicken production, the cost of productionin Indiais
relatively high. For example, Indian poultry farmersbuy maizefeed at around $130 per tonne
(2000/01), whereasfarmersin the United States pay only $30 per tonne.

Third, USand European poultry processorsare said to earntheir main profitsby selling
chicken breast, promoted as|ean or white meat, at apremium price of around $3 per pound
(250 rupees per kg) in domestic markets. Chicken leg, on the other hand, istreated as dark meat
and targeted for dumping in Asian marketsat athrowaway price of 20-25 centsper pound
(around 35 rupeesper kg). In India, chicken thigh and leg are considered delicaciesand
preferred to chicken breast. Thuswhen chicken legimportsare dumped on the Indian market at
throwaway prices, local producers cannot compete.

Fourth, foreign governments, especialy the USand EU, support their own poultry exports
with subsidies, for examplethe Restitution Money Schemeof the European Unionandthe
Export Enhancement Scheme of the United States. In the European Union, the subsidy comesto
morethan 25 per cent of the EU domestic price, and inthe United Statesit comesto 40 per cent
of thedomestic price. Thesesubsidiescreatean unlevel playing field wheretheball inevitably
bouncestowardsthe Indiangoal.

The Uruguay Round: tariff bindings and sanitary measures

Tariff bindings
During the Uruguay Round, Indiaagreed to bind (and reduce) tariff ratesfor 3,373 commodities/
commodity groupsat 6-digit level or commodity sub-groupsat 6-digit HSlevel (Indiadefines
custom tariff ratesat the 6-digit HSlevel). Thebound ratesfor dmost all the commoditiesin
guestion are ad valorem, and the committed commoditiesaccount for around 65 per cent of
Indiastotd tariff lines(5,112linesindl). Asfar asagricultural commodities(or lines) are
concerned, Indiahas committed to bound ratesfor al of them, at threedifferent levels: 100 per
cent for raw material, 150 per cent for processed agro-commodities, and 300 per cent for edible
oil. Thereductions, where needed, wereinitialy madein equd installmentsin March 1995 and
will continueuntil March 2004 (though for someitemsthe phasing periodissix years). The
binding ratesfor anumber of agriculture commodities, however, arelow, inafew casesthey are
zero. Bound rates range between 0 and 55 per cent, with the exception of ratesfor afew types
of juice (85 per cent) and the commaodity hop cone (75 per cent). Indiamade these commitments
intheearlier roundsof negotiation (beforethe Uruguay Round). Staging doesnot apply inthese
cases, sincethe concessionseither have aready been or are about to beimplemented. Bindings
for some poultry productswere also madeintheearlier rounds.

In 1999/00, Indiasuccessfully renegotiated the binding rates on certain productswith
“principa supplyinginterests . The negotiationsmainly concerned thoseagricultural commodities
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whose bindings had been made prior to the Uruguay Round. Under Article28 of GATT, India
agreed to keepitsimport duty on someagricultureitemsat O per cent, sinceit wasafood deficit
country when the pact wassigned. Indiadid not attempt to changetherate of import duties of
these commoditiesduring the Uruguay Round, probably becauseit intended to follow the QR
regime. The renegotiated agreement, which enables|ndiato changetheimport duty on 17 items,
includingrice, split wheat, skimmilk powder, sorghum, jawar and maize. The agreement was
part of atrade-off with agricultural exporting countriesaccording towhich India, through the
restructuring of tariff bindings, gained greater accessto other items such asgroundnut oil, and
developed countrieswere allowed to raisetheir bound tariffson certain items. Upon theremoval
of QRs—andfollowing asharpincreaseinimportsof skimmilk powder, from 2,000-3,000
tonnes between April and October 1998 to around 18,000 tonnes during the same periodin
1999—Indiahad to renegotiate bound rateswith principa suppliers, thusit began bilaterd
negotiationswith principa supplying membersof the WTO. Theserenegotiationsincluded atariff
quotadeal, which alowsIndiatoimpose acustom duty of 15 per cent onimportsof skimmilk
and whole milk up to 10,000 tonnes and a60 per cent duty onimportsover 10,000 tonnes. The
In-quotabound rate on maizeis 15 per cent up for imports up to 350,000 metric tonnesand the
out-quotarateis 60 per cent.

Similarly, Indiahasmadetariff commitmentsfor al poultry industry commodities, and bound
ratesfor these rangefrom 35 per cent to 150 per cent (Table 7). Most of the poultry sector’s
finished (consumer) goods, that isitemsin commodity groupslike*birds eggs , ‘ sausagesor
other prepared meals', and so on, are bound at 150 per cent. Exceptionsto thisruleareitemsin
the HS 1602.10 (homogenised preparations), HS 1602.41 (hams and cuts thereof of swine) and
HS 1602.42 (shouldersand cutsthereof of swine) commodity groups, whosetariff ratesare
bound at 55 per cent. Whilemost * live poultry’ and ‘ meat, and edible offal of the poultry’ items
arebound at 100 per cent, itemsinthe HS0207.12 (meat, and edible offal of fowlsof species
Gallusdomesticus, not cut in pieces, frozen) commaodity group and asub-group of HS0207.34
(fatty livers, fresh or chilled, of duck and geese) arebound at therate of 35 per cent. During the
Uruguay Round, the bound ratefor maizewasfixed at O per cent, however, inearly 2000, India
successfully renegotiated thisratewith * principa supplying interests’, setting new bound ratesthat
will apply uniformly toall countriesaccording totheWTO'sMFN principle.

Sanitary barriers

Theimportance of product standardsin domestic and international businesstransactionscan
hardly be overemphasised. National governmentsusually set health and safety standardsfor
various products, mainly to protect consumersand conserve the environment and natura
resources. Standardsalso ensureauniform level of quality in merchandise, and reducethe
likelihood of disputesover the specificationsand quality of exported and imported goods.

Many countriesimpose sanitary and phytosanitary (SPS) regulations onimportsof
agricultural products, particularly plants, fresh fruit and vegetables, meat and meat products, and
other prepared foodstuff. Prior to the Uruguay Round, international rulesconcerning SPS
measuresfell within the scope of thetechnica barrierstotrade (TBT) agreement, also called the
‘standard code’, devised during the Tokyo Round of multilateral negotiations. The TBT
agreement permitted itssignatoriesto introduce SPSmeasuresfor |legitimate purposes, for
exampl e protection of human, animal or plant hedlth, protection of the environment, and national

The WTO and the Indian poultry industry WTOO03-6

©Asia Pacific Press 2003 page 13



security. After the Urugquay Round, some countries attempted to circumvent the new rules
requiring thelowering of trade barriersby disguising protectionist measures as SPSregul ations.
Widespread concern about thisabuse led to the Signing of aseparate agreement onthe
application of SPSmeasures, in parald with the Agreement on Agriculture.

The SPS agreement defines SPSregul ations as measurestaken to protect human, animal or
plant lifeand hedth, and specifiesprinciplesand rulesthat WTO member countriesmust follow in
regulating imports. It requirescountriesto create SPSregulationsin accordancewithinternationa
standards, guiddinesand recommendations, and to participatein theactivitiesof international
organisationssuch asthe Codex Alimentarius Commission and the I nternational Plant Protection
Convention, inorder to promotethe correspondence of variousnations' SPSregulations.

Whilethe SPS agreement hasmuch in commonwithits predecessor, the TBT agreement,
therearetwo mgjor differences. First, the TBT agreement requires product standardsto be
applied onan MFN basis, whereas the SPS agreement allows standardsto be applied ona
discriminatory basis, aslong asthediscriminationisnot arbitrary. Discriminatory SPStreatment is
based on the premisethat it isinappropriateto apply the same SPS standardsto animal and plant
products originating from different countries because pest and disease patterns, and food saf ety
conditionsdiffer under different climatic conditions.

Second, the SPS agreement providesgreater flexibility for countriesto deviatefrom
internationa standardsthanthe TBT agreement. The TBT agreement, for example, dloweda
country to deviatefrom internationa standardsonly if thedeviation could bejustified on scientific
or technical grounds. The SPS agreement, on the other hand, allowsacountry to deviatefrom
international standardsif it determinesto haveahigher level of protection.

While SPSmeasuresenable countriesto shied their domesticindustriesfromunfair
International competition, unfortunately Indiahasnot yet created the detail ed food safety stlandards
that would enableit to regulateimportsof poultry products. Itsown exportsof poultry productsare
hampered aswdl, sncemgor trading partners—for example Germany, towhich Indiacurrently
hasatemporary permit to export egg powder—consider itsexports not to meet their standards.

INn 1997, in order to establish standardsfor poultry product exports, the government set up a
standing committee made up of representativesfrom the government, industry, the Bureau of
Indian Standards, the Directorate of Marketing Inspection, and so on. Asvariousgovernment
departmentsexaminethereport of the standing committee, thereiswidespread uncertainty about
when the standardswill be enforced, who will bethe enforcing authority, and soon.

State support measures

The economic reform undertaken by Indiaduring the 1990s grestly changed the Situation of its
poultry industry. From the 1950sto thelate 1990s, theindustry operated in an environment of
predictable markets, pricesand production levels, and no external competition. Thisprotected
environment, however, will soon begone. Thissection aimsto draw |lessonsfrom other
countries experiencesof domesticindustry protection, and to thisend investigates state support
of theindustry intheform of production and export subsidies.

Production subsidies

Animportant aspect of the Uruguay Round’sAgreement on Agriculture (AoA) isthe
ingtitutionalisation of devel oped countries subsidies. Under the Agreement, devel oped countries
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committed themselvesto cutting agricultura production subsidiesby 20 per cent and export
subsidiesby 36 per cent over thefollowing ten years. Even after thisreduction, however,
subsidiesarelikely toremain high, sinceunder theso-called * Green Box’ provision of the
Agreement direct income subsidiesto farmersare allowed on the groundsthat they are
‘decoupled’ from production and thus‘ non-tradedevising' . Infact, the subsidies provided to
agriculture provided by thedirect income support mechanism areenormous. Accordingtoa
United Nations Devel opment Programme (UNDP) estimate, in the United Statesin 1995 the
subsidy cameto $29,000 per farmer—severd timesthe per capitaincome of developing
countrieslikeIndia(Bello and Kwa1998).

Inthe United States, direct income subsidieshavetaken theform of * deficiency payments,
which bridge the gap between the guaranteed floor intervention price (usualy themarket price)
and apolitically determined target pricein order to support farmincomes. Under the 1996
United Statesfarm bill, however, thissystemisbeing replaced by aflat rate, withfarmers
receiving predetermined paymentsregardless of production levelsand pricesreceived for
produce. Between 1996 and 2002, deficiency paymentswere estimated to average $5.1 billion
per year (Moore 1997).

Inthe European Union, direct income paymentsare based on output, the bulk of them
carried out through a‘land-set aside programme’, which entitles each farmer to asubsidy when
he or shewithdraws 15 per cent of hisor her land from cultivation (Bello and Kwa 1998). The
ideabehind thisprogram isto restrict output, thusraising prices.

Infact, however, direct paymentsto European and United Statesfarmersarenot really
decoupled from production, sincewithout them agriculture could hardly remain profitable.
Deficiency payments, for example, make up between one-fifth and one-third of United States
farmincomes (Bello and Kwa1998). In other words, by advancing the notion of * decoupled
payments, the European Union and the United States s mply redefined the concept of subsidies
tomakeitwork inther interest.

By 2001, thirty countrieshad made acommitment to reducetotal aggregate measures of
support (AMS), however other memberswho have not made such acommitment arealso
required to notify theWTO of their domestic support each year. Theremainder of thissection
givesdataon poultry industry subsidiesin selected countries.

Table8 showstotal AM Sand both committed and actual product-specific domestic support
for selected countries. Product-specific domestic support includes market price support, non-
exempt direct payment, and other formsof product-specific support. Thedatashow, first, that
for Augtralia, Brazil, Canadaand K oreaboth committed and actua levelsof AM S, whether total
or product-specific, have decreased. Thetotal amount of AMS, however, issignificant, with the
United Statesgiving $6.2 billionin AMSin 1997. Second, for the European Union, for 1997,
1998 and 1999 only the committed level sareknown, henceitisdifficult to say whether AMS
has decreased over timeor not. Thisistruefor the United Statesaswell. Third, for the
Philippinesand Thailand, AM S hasincreased over time. Fourth, alarge part of total AMSis
non-product specific, henceit doesnot reflect in product-specific AMS. Fifth, although Japan’s
total AM Sdeclined from 1995to0 1997, itsAM Sfor eggsincreased from 1.2 billion yenin 1995
to 1.6 billionyenin 1996 (and 1997).
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Table 8 showsonly the AM Sof selected poultry productsin valueterms, not price support
for unit production of poultry products (sometimesknown asprice subsidy). Table9 shows
market price support for selected poultry productsin selected countries. In 1997, Switzerland's
price subsidy cameto 60 per cent. That is, the applied administrative price (whichiscloseto
production cost) of onetonne of poultry was 3,997 Swissfrancs, whilethe external reference
price (whichiscloseto the domestic market price) was 673 Swissfrancs per tonne, one-sixth of
the applied administrative price. Meanwhilethe price subsidy was 3,324 (=3,997—673) Swiss
francs per tonne (US$2,290 per tonne).

Theratio of applied adminigtrative priceto external reference priceisgenerdly quitehigh,
ranging from 2.53to 8.30for different poultry products/eggsin different countries(Table9).
Moreover, the magnitude of price support in some countries hastended toincrease over time, for
example pricesupport for poultry meat in lceland was 822.2 million krénain 1998, compared to
636.3million krénain 1997.

Export subsidies

Of 136 WTO members, 25 countriesmade export subsidy reduction commitmentsduring the
Uruguay Round. These commitmentswere madefor total agriculture on the onehand and
specific product groupson the other, onthe basisof budgetary outlay and volume. The number
of product groupsvariesfrom country to country. Thetotal number of volume-commitment
(product-specific) groupingsislessthan the number of budgetary outlay-commitment groupings.
All member countries, including thosethat have no export subsidy reduction commitments, are
required to report on their export subsidiesto theWTO.

Table 10 givesinformation about export subsidies of poultry products offered by selected
countries, in regardsto both committed and actua outlay, and afurther breakdown of eachin
termsof budgetary outlay and volume outlay. For some countriesand commodities, only the
committed budgetary outlay isreported, not theactual outlay. Severa interesting observations
may be madefrom thetable. First, budgetary outlays, both committed and actua, havetended to
decline, with 1998 budgetary outlayslessthan 1995 outlays, however thetota quantum of
export subsidiesisstill high.

Second, the quantum of actual outlay tendsto belessthan the corresponding committed
outlay, however there are some exceptionsto thisin the case of volume-commitments. In some
cases, the quantum of actual volume outlay isgreater than the corresponding committed outlay—
for example, in 1997 the EC gave away export subsidiesfor 393,700 tonnes of poultry meat,
having only commited to 375,100 tonnes.

Until now, the discussion has been confined to aggregate export subsidy, but how muchis
the per unit export subsidy of selected poultry products? Therelevant dataare reportedin Table
11, whereit can be seen that per unit export subsidies have tended to increase over time. For
example, inthe United Statesfor poultry meat it increased from US$231.60 per tonnein 1995to
US$394.74 per tonnein 1998. I nthe European Union (EU), per unit export subsidy of eggs
increased from EUR135.65 per tonnein 1995 to EUR151.49in 1998, while per unit export
subsidy of poultry meat increased from EUR181.86 per tonnein 1996 to EUR261.21 per tonne
in1998.

The WTO and the Indian poultry industry WTOO03-6

©Asia Pacific Press 2003 page 17



‘wiya oubesa  oubesa dojesy/ysiBua/Bio-oim-mmm

//:dny 1e auluo ajgejreay ‘Oq ‘uoibuiysepn ‘@inynauby uo asniwwo) ‘1oddns ansawop 03 Buielal suonealnou Aiunod snoLeA ‘pru ‘OLM :821n0S
'9¥8e'T = (L66T)

asn/avo » 'S€9€'T = (966T) ASN/AVI 1 :¥06°0L = (L66T) ASN/MSI | :856°0L = (866T) ASN/MSI 4 :76°86MSI=HAS s JusWAed 10811p 1dwaxs-UON , :66'0ZT
= ASN/AAC » ‘duuo} Jad uononpoud [elo] , ‘aoud arebasinis N3 , :991id uones||Iqels spJepuels 4 ‘€TS'T = (L66T) ASN/AHD :9rel abueyoxs abelany .

wawAed
yuol(liwg 0avo 10811p [eouUn0ld /66T [edSH uaxoIyo
wawAed
uolIwg Zavo 1001Ip [BIUINOI]  966T [€0SIH us%oIO epeued
0's uoljiw dsn ,'0dsn T°'edsn (1s1) #0ud
5% uoljiweg ySENSI L6V'2 ETT 2SI LTSS §'0ZeXSI  seyejas uswAed 1661
06 uoljiiw dsn 9'1asn 6°5asn (1s1) @oud
g€ uol||lWe 9EINSI 6v2's EFArAIS] 8'STIMSI L'LTPMSI  serejal juswhed L66T
v's uoljiw dsn v'oasn Zz'edsn (1s1) #0ud
€8 uol|jlw9 T8ENSI 009'c €56'TYSI LS| vZZAMSI  saledl uawAhed 8661
91T uoljjiw asn 6'0asn «€'6dsn (1s1) @oud
19 uol||lweg ZZ8MslI 79 eS| TOMSI vLEMSI  saleal wswAhed 8661
(1s1) #0ud
JUONNIQ9 TAdC sale|al JuswAied /66T [udy
uolligy zasn €'1dsn s2’€dSN -
€52 uol|iog'S8ZAdC uollilg €yTAdC  »000'882'TAdC  2000°ZSTAdC  4000'GBEAMC  uonesijigels adld /66T |udy s
>
2T'S6 €7'6£9ASN 1°020'€dsn =
L'y uoliwg 8ET4HOD - oy 8¢64HO €8€'v4HD voddns a91d 1661 Z
8'00T L'€9%  T'¥S.'zAsN m
6'S uoliwE 9y TAHD 144 €.94HO L66'€4HD voddns 8dud 1661 2
(2]
(9)1(5)=(0T) {(8)-(L)}:{(3)-(9)}=(6) (8) (2) (9) (g) (¥) (e) =
T N
uoddns sauuol auuo) Jad auuo) Jad = @
aoud SaIN9| 000. Jad aoud saoud Ieak m m
onel 19)1ew pue saa} suononpo.d 2oualajal  uonessiulwpe ainseaw Bunasrew S o
aald [eloL palelnossy 91916113 [eulaixy paiddy yoddns lepusjed 1oNnpoid Anunod s =
0§
S9111uNn092 pPa1da|as ul syonpoid Ainod palosjas o) 1oddns ao1id 19xew :11oddns o11sawop 21j19ads-10npoud 6 9|qeL m g
c <
- ©




0@ ‘uoibuiysem

‘ReN TT ‘S/S/ON/V/O ‘Uoissas [erdads ‘ainnoliby Uo aaniwwo) ‘1ele1aldas ayl Aq Jaded punoibyoeq ‘saipisgns 1iodx3 "2000Z ‘OLM :924n0S

S¥0'88S'TT L87'9G2'9T 6¢6'726'0C TLE'E6S G

8¢ (074

" ovs'e
§ez'6e S.t'0€
" VT
6'9T €L

Ansnpui Anjnod ayy Buipnjour ‘Aisnpur Aue wouy s1iodxa asipIsgns 10U pIp 1 1.yl O LM 01 pariodal Ing ‘0L Ul 9PeLU SIUSWIIWWOD UooNpal oN

00ZvTT
00Z'¥0T  00.'60T
" €1
Ty S'0S
" 00v'eve
009'STE  00Y'SYE
" 168
8'66 6'80T
280'T6 €526
984 S
666T 866T

€SV

TS
STL'TE
60
98T

008°€0T
00Z'STT
€T

6'€S
00.L°€6E
00T'S.E
T9.
8Tl

¥28'e6

9v

L66T

7’9

9

GG6'CE

0'0¢

006'29
009'02T
69

€.9
00v‘T0V
00.'v0v
€L
clet

G6T'G6

L'y

96671

eVC'GT

salsnpul Jayio pue sbba 01 Apisqns 1iodxa uaaib sey ing ‘0L Ul 9pew JUSWWWOoD Uononpal oN

00G'G95'L
€18'T92'0E

9L
0Ge'ee
96T'vE
4]
v'1e

00T'S6
00T'92T
6¢CT
209
00T'8TY
00S'vEY
6'STT
€9€ET

995'96

8Yv

S66T

OL/M 3yl 01 pariodal se ‘salljunod paldajas Ag s1onpoud Annjnod jo salpisqns 11odx3

asn

uazoqg
uszoq
uolfiw asn
uoljiuasn
sauuoy
sauuoy
uolfiw asn
uoljiuasn

sauuoy
sauuoy
wyN3
uolfiw N3

sauuol

sauuoy
uoljiuyn3d
uolfiw N3

sSauuoL

sauuoL
uoliwasn
uoljiuasn

SJUBWIWWOD JO JUBWIHWWOD
Aepno renoy

suun

fenjoy
paNIULIOD
fenjoy
PaNIULLIOD
fenjoy
PaNIULIOD
fenjoy

Aepino awnjon

aung og—AINC T

Aepino Aieyabpng Jaquaidas 0g—129o100 T

Aepino awnjon

aung og—AINC T

paniwwo)d Aepno Arelabpng laquaidas 0g—1290100 T

fenjoy
PaNIULIOD
fenoy
PaNIILIOD
fenjoy
PaNIULIOD
fenoy
PaNILIOD

s1onpoud Anjnod Buipnjoxa ‘syonpoud TT Joj apew Juswiwwo)

fenjoy
PaNIULIOD
fenjoy
PaNIULIOD

sjonpoud Anjnod Buipnjoxa ‘s1onpoud G 1oy apew JuUsWwWwWo)

Aepno awnjon
Aejino Arejabpng
Aepno awnjon

Aejino Arejabpng

Aepno awnjon

Aejino Arejabpng

jo adAL

86—566T BuLnp suodxa 10npoud Ainjnod asipisgns 10U pIp 11 Teyl O LM 01 paliodal Ing ‘O Ul Spew SIUSWIIWLWOD UONoNpal ON

aunr oe—AINC T
Jeak Bunaxre
aunr og—AINC T

Jeak Bunaxre

Iepused

poliad

Teaw Anjnod

Jeaw Anjnod

Jeaw Anjnod

1onpold

"19|18d d01UBW 104
‘901l pue shba 104 .

Apisgns 1odxa Jo Junowy

puejfey |

(uazop)sbbg

Serels panun
sauiddijiyd

©aI0)]

sbbg

uolun ueadoing

epeue)

izeig

elensny

Anuno)

0T alqeL

>
Z
=
(2]
S
©
£
>
Z
=
>
o
o
=
&
o
c
o
=
=
]
c
5
O
S
o
<
T

™
o
S
N
(%]
0
()
2
a
(&S]
=
O
]
o
&
(%]
<
©)




Table11  Actual export subsidy per unit of selected poultry products in the European Union
and the United States

Country Product Unit 1995 1996 1997 1998
European Union PoultryMeat EUR/tonne 277.21 181.86 193.29 261.21
UsD/tonne 362.61 230.60 219.22 295.17
Egg EUR/tonne 135.65 101.62 125.24 151.49
UsD/tonne 177.44 128.85 142.04 171.18
United States Poultry meat USD/tonne 231.60 - -2 394.74
Eggs USD/tonne -b .

@ Value of actual budgetary outlay was USD862,500, while volume was reported as 0, as reported to the
WTO.

b Value of actual budgetary outlay was reported as 0, while volume reported to the WTO was 7,565,500
dozen.

Source: Table 10.

Tariff quota

Market accesscommitment isone of themagjor achievementsof the AoA. The AOA entailed the
conversion of all non-tariff barriers (NTBS) into equivaent tariff barriers, aprocess sometimes
referredto as' tariffication’. Apart from tariffication, the Uruguay Round negotiationsalsoled to
the creation of atime-bound programmeto reduce the basetariff by an average of 24 per cent
over ten yearsin the case of devel oping countriesand 36 per cent over six yearsfor
developed countries. In addition, it was decided that already extant access opportunities
would be maintained and aminimum accesstariff quotawould be established. The minimum
accesstariff quotawould involve areduced tariff ratefor basic productswhose minimum
accesswaslessthan acertain proportion of domestic consumptioninthe baseyear (198688
for most countries). The minimum accessimport quotaissupposed to equal 1 per cent of
domestic consumption for devel oping countriesand 3 per cent for devel oped countries,
increasing to 4 per cent by 2004 for developing countriesand 5 per cent by 2000 for devel oped
countries. Tariff quotaswerefixed at reasonablelevelson aline-by-linebasisin order tofacilitate
market access, with 36 member countriesopting for tariff quotason 1,371 lines(seeWTO
2000d for details).

Table 12 showsthe numbersof lineswith tariff quotas committed to by various countries
during the Uruguay Round. It can be seen that Norway made acommitment to the maximum
number of lines, 232, whilethe European Union committed to 87 linesand the United States
to 54. A significant number of these commitmentswere madefor poultry, eggs, and egg
products. The WTO categorisesthe different lineswith tariff quotain 12 broad groups,
athough different countriesapply different administrative methodsin order tofill tariff quotas.
The WTO categorisesthe different administrative methodsin 10 groups (Table 13).

Although thetariff quotatendsto provide importswith aminimum of market access
(35 per cent), over-quotatariffsand stringent administration methods (for imports) obstruct
importsabovethequotalevels.

During theUruguay Round, Indiadid not opt for tariff quotasfor any lines. Theremoval of
itsQRsmay lead to asignificant increaseinimportsof certain agricultura items, thusfor example
skim milk powder importsincreased from 2,000-3,000 tonnes between April and October
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Table 12 Number of tariff quotalines committed to by WTO member countries, 1999

Country No. of lines Country No. of lines
Australia 2 Mexico 11
Barbados 36 Morocco 16
Brazil 2 New Zealand 3
Bulgaria 73 Nicaragua 9
Canada 21 Norway 232
Colombia 67 Panama 19
Costa Rica 27 Philippines 14
Czech Republic 24 Poland 109
Ecuador 14 Romania 12
El Salvador 11 Slovakia 24
EC-15 87 Slovenia 20
Guatemala 22 South Africa 53
Hungary 70 Switzerland 28
Iceland 90 Thailand 23
Indonesia 2 Tunisia 13
Israel 12 United States 54
Japan 20 Venezuela 61
TOTAL 1,368

Source: WTO, 2000c. Export Subsidies, Background Paper by the Secretariat, Committee on Agriculture,
Special Session, G/A/NG/S/5, 11 May, Washington, DC.

Table13  Categories of principal administration methods adopted for tariff quota in
various countries

Code Description

AT Applied tariffs. No shares are allocated to importers; imports of the products concerned are
allowed into the territory of the WTO member in unlimited quantities at the in-quota tariff rate or
lower.

FC First come, first served. No shares are allocated to importers; imports are permitted at the in-

quota tariff rates until the tariff quota is filled, then the higher tariff automatically applies; the
physical importation of the good determines the order and hence the applicable tariff.

LD Licences on demand. Importers’ shares are generally allocated, or licences issued, in relation
to quantities demanded and often prior to the commencement of the period during which the
physical importation is to take place; this includes methods involving licences issued on a first
come, first served basis and those systems where licence requests are reduced pro rata where
they exceed available quantities.

AU Auctioning. Importers’ shares are allocated, or licences issued, largely on the basis of an
auctioning or competitive bid system.

H Historical importers. Importers’ shares are allocated, or licences issued, principally in relation to
past imports of the product concerned.

ST Imports undertaken by state trading entities. Import shares are allocated entirely or mainly to a

state trading entity that either imports the product concerned or controls imports through
intermediaries.

PG Producer groups or associations. Import shares are allocated entirely or mainly to a producer
group or association that either imports the product concerned or controls imports through
intermediaries.

oT Other. Administrative methods that do not clearly fall into any of the above categories.

MX Mixed allocation methods. Administrative methods that involve a combination of the methods
above with no one method being dominant.

NS Non-specified. Tariff quotas for which no administration method has been notified.
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1998 to around 18,000 tonnes during the same period in 1999. Because Indiahad no optionsto
restrict increasesinimports, in 1999/00 it wasforced to renegotiate binding rates and tariff
quotaswith * principa supplyinginterests likethe United States, the European Union, Canada
and New Zealand. Thisit hasdone successfully for 17 commodities. Therenegotiated deals
enablelndiato enhanceimport duty and placetariff quotaon selected lines. Indianow hasatariff
quotasystem for threeitems—skim milk/wholemilk, edibleoil, and corn. In the case of skim
milk/wholemilk, Indiahasimposed acustom duty of 15 per cent onimportsup to 10,000 tonnes
(during afinancial year), and 60 per cent onimportsover 10,000 tonnes. For corn, thein-quota
duty on corn—imposed on imports up to 350,000 metric tonnes—is 15 per cent, whilethe out-
quotais 60 per cent. It should be remembered that thisdeal was part of atrade-off with
agricultural exporting countries, under which other devel oped countriesaredlowed to restrict
their marketsand/or increase their market accessin Indiafor certain other items.

Conclusion
Since 1980, the Indian poultry industry hasrecorded extraordinary growth, and demand for
poultry productshasalso risen steeply.

TheUnited States, China, the European Union and Brazil aretheleading producers,
consumers, and exportersof poultry products, while Russia, Hong Kong, Mexico and Japan are
themainimporters. Importshaveincreased in quantity quite significantly inrecent years—for
example, importsby Russatripledinthefirst seven monthsof 2001, reaching 0.7 million tonnes.

Animportant characteristic of the poultry industry isitsoligopolistic structure—afew large
companiesdominate theinternational market. In the market economiesof the West, however,
government interventionisstill strong, with the United Statesand Canada, for example,
supporting their domestic poultry industrieswith price support and export subsidies, and dso
levyingimport dutiesat arate whose ad valoremequivalentisquite high. Inaddition, tariffsare
usualy two-tier, with in-quotaand out-quotarates.

Tradeliberalisationin devel oping countriesisdowly changing the structure of their poultry
industries. Importsof poultry productsto the Philippines, for example, grew tremendoudly after
1996, even though domesti ¢ production wasjust enough to meet local requirements, and cheap
imports now competeintensely with local products. In 1997, the United States accounted for
four-fifthsof chickenimportsto the Philippines.

With regardsto variouscountries’ import policies, WTO member countries, particularly
devel oped countries, usevariousinstrumentsto protect their own domestic producer and
consumer aswell asnationd interests. Theseinstrumentsinclude production subsidies, export
subsidies, non-tariff measures, special safeguard protection, and tariff quota. Indiadid not opt for
any of theseinstrumentsin the Uruguay Round, though it might have done, sSinceitsimportswere
subject to various QRsand it could have negotiated for higher bound ratesfor itsagricultural
items. Theremoval of QRshasforced Indiato consider aternative measures.

Intheshort run, theoptionsfor India s poultry industry arevery limited. Oneoptionisto
encouragethe government to cal culatethetariff equivaent of QR on poultry products. Another is
to encouragethe government to introduce TRQs. Even countrieslikethe Philippineshave
introduced two-tier tariffs, onetier to ensureaminimum level of competitivenessintheindustry
and the other to protect theindustry.
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Negotiation of the Agreement of Agricultureisalready underway, and Indiahashadto
endeavour to protect theinterests of its producersand consumers. Thereare severd policy
optionsavailableto Indiainthisregard. First, intheongoing review of the Agreement on
Agriculture, it cantake up theissue of specia safeguard protection (SSP), whose benefitsare
currently available only to afew countriesbut should be extended to many.

Second, many developed countries providethelr domesticindustrieswith substantial
production and export subsidies, whereasthe Indian poultry industry istaxed and isnot even
granted concessions. Inorder to createaleve playing field intheinternational market, devel oped
countriesshould waivetheir subsidies.

Third, an Indian poultry industry association should be set up and assigned with the task of
compiling vital information and statisticsrel ating to economic and trade policiesand variables.
Theassociation should provide early warningsto theindustry so that thelatter cantake
appropriate stepsto safeguard theinterests of consumersand farmers (particularly small and
margind farmers).

Fourth, Indiashould ensure and accel erate the enforcement of technical standardsfor
poultry products. Thiswill not only restrict cheap imports, but also hel ptheindustry penetrate
export markets.

Finally, thelndian poultry industry needsto continueto adapt to the changing world
environment, in particular by greatly increasing the sca e of itsproduction, marketing and
processing.
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Note

1 Indian maize production has stagnated at 9—10 million tonnes per year since 1990. Meanwhile, the
poultry industry alonerequires 5 million tonnes of maize, whilethe starch industry requires 1.3 million
tonnes, the cattle feed industry requires 1.5 million tonnes, the seed industry requires 0.20 million tonnes
and human consumption accountsfor 4.1 million tonnes. Thus, total domestic requirements cometo 12.1
million tonnes, while domestic productionisonly 10 million tonnes. The difference of 2.1 million tonnes
has to be made up by imports.
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