














































































































































































































































































































































































































































































































With widespread import liberalisation measures, promotion of exports in other

agricultural commodities in which India has price competiliveness is now inevitable,

With the Agreement on Agriculture (AoA) under the WTO, trade policies are to be
governed by the rules under the AoA. On examining the compatibility of trade
policies in agriculture to the AoA it is seen that India has largely met the
requirements of AoA under the Market Access, Domestic Support and Export
Subsidy clauses. In addition, the reduction in average tariff rate in agriculture was the

outcome of intemal reforms, as India has not committed for the tariffication program
in the WTO.

The trade policies towards agriculture in trading partners of India would play an
equally important role in the export performance of agricultural commodities form
India. It ts seen that the policies in the developed countries are being restructured
more strategically to retain the support towards agriculture. It is however, a
budgetary constraint for India and other developing countries to adopt a similar
strategy as in those countries. It is therefore, wise for developing countries including
India to oppose the support measures that are retained in a strategic manncr. Since
much of the suppont in the developed countries is rctained through the exemption
categories iike the Green and Blue Boxes, 1t 1s essenbal to rcvisc thc hmits in
subsidies under these categories. As the export subsidies are directly applicable to the
export performance of developing countries they arc to be barganed for complete
eliminations. Therc is a need for clear harmonisation of standards regarding the
Sanitary and Phytosanitary measures and other technical barriers to trade in
agricultural commedities. It would also be in the interest of India to join hands with
other developing countrics to form more unions and trading agreements to have a

better bargain in intemational forums.
Analysis of nominal protection for major traded commodities shows that Nominal

Proteclion Coectlictents (NPC) indicated the export and import barmers to trade

largely through the quantitative restrictions. A revicw of trade policies on those
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commodities shows that though quantitative restrichions acted as a main barner
towards trade in agriculture for certain set of commodities the barrier to export is seen
through infrastructural bottlenecks which acts as an indirect barrier to trade in
agricultural commodities. From the information on the policies and the market
situations we anticipate that there would not be a drastic change in the expoit scenario
though some changes in imports is expected. Imports of edible oils, rubber and sugar

is likely to increase with the opening up of trade in those commodities.

On trying to examine the relationship between changes in trade policies and that of
NPCs, it is seen that there exists no relationship between the two. Protection
coefficient as an indicator of trade policy cannot be used in a dynamic sense. There
also exists no relationship between the rate of protection and tariff rates in agriculture.
The significance of tariff as a tool to regulate trade has now increased with the QRs
on agricultural commodities. Tanffs now turn out to be the only viable instrument to
regulate trade under the WTO. Therefore, there is a need to revise the tariffs m a

scientific manner.

The Working Group on Tanffs {(2001) recommends for a low uniform tariff on all
commoditics, which avoids the problem of classification, anomalics and
adminisirative difficuities. Un making a companson of etfective rates seen through
the price differences with the 20% uniform tanff, it i1s seen that protection to
agriculture would not be worse off with the introduction of such a policy. Only a few
commodities ltke edible oils, milk products and sugar would be affected. But
agniculture sector, in general would gain. It is seen that agncultural sector is biased
with high protection to manufacturing, leading to adverse terms of trade towards the
agriculture sector. An introduction of low uniform tanfl on the other hand would
reduce the tariff rates on manufacturing, This would lead to favourable terms of trade

to agriculture due to reduced price of inputs from the manufactuning sector.

On examining the factors influencing trade in agricultural commodities, it is seen that

trade in agriculture 1s largely domestic supply dnven especially for many
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commodities like rice, wheat, sugar, edible oils, which are the basic food items. Trade
is used as an instrument to regulate the domestic prices in those commodities.
Therefore, the domestic prices of these commodities have grown at a stower rate than
other commercial crops, the trade of which is relatively free. It is also seen that the
liberalisation policies through the removal of QRs were not effective, since it had no
impact on the domestic and world prices leading towards integration. Similarly,
indirect measures like devaluation, fiscal and other monetary policies too had limited

impact on increasing the export earnings of the economy.

The earlier stated argument that world prices are more fluctuating than domestic
prices, and therefore, with the opening up of trade the volatility in the world prices
would be transmitted to domestic prices does not hold good. Examining the
coefficient of variation in the domestic and world prices adjusted for exchange rate,
inflation and the trend shows that the domestic prices are more fluctuating than world
prices. Hence there is no fear of volatility being transmitted to the domestic prices in
opening up of trade. It is also seen that the coefficient of vanation in prices of many
commodities have declined in the nineties as against the eighties. This 1s largely seen
for commeodities, which have shown an increase in the quantity of tradc n the
nineties. As it i1s seen that price policy has not been effectively implemented and that
there has been an increase n trade volume of those commodities which showed a
decline in the coefficicnt of vanation in domestic prices in the nineties one can see
that external trade is more useful in reducing price instability in the domestic

agncultural markets in India.

Since agriculture is an important sector of the Indian economy, the changes in trade
scenario tn agriculturc have larger implications on growth and other macro economic
variables of the economy. Though the importance of agncultural trade in contributing
to the trade balance of the economy is not targely fell, the increasing importance of
the agricultural surplus to non-agricultural imports would have an indirect 1mpact on
the scctor. On trying to cxamine the relationship between agricultural exporls and

growth in agriculture in India we see a two-way causation between these two

158



variables using the Granger Causality Test.. The causality from growth to exports is
clearly established even by looking at the simple growth rates in those vanables. An
increase in export growth is preceded by a favourable growth in GDP in agnculture.
But establishing the causality from exports to growth seems to be difficult since the
vanables affecting the growth in agriculture are many. The role of non-price factors
like investment, capital formation, etc in agnculture too seems to have occupied an

importance place in determining the growth in the sector.
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