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WORLD TRADE AGREEMENT - ITS IMPACT ON 
INDIAN AGRICULTURE 

K.N.Ravi Kumar*, K.Sree Lakshmi* and K.P.C. Rao** 

Introduction 

India is a founder member of General Agreement on Tariffs and Trade (GATT) 
establi shed in 1948 along with 22 other nations. World Trade Organization 

(WTO) was established on 1st January 1995 with 110 membership nations 

including India. The present membership strength is 144 and 30 other nations 
are actively considering membership. The 8th round summit of GATT at 
Uruguay (19986-91) finalized the draft , Agreement on Agriculture (AoA) 
which became effective from 1st July 1995. 

Many expressed concerns and apprehensions fe<tring adverse impact of World 

Trade Agreement (WTA) signed by India. The present day ills of agriculture 

and crashing prices are being attributed to WTA. This is mainly due to the 

fact that the implications and consequences of WTA are not fully understood 
by many. No doubt, there are both advantages and disadvantages due to WTA. 
But the Agreement provides good opportunities for marketing the produce 
and products globally for the member countries. The main aim of WTA on 

agricu lture was to encourage fair trade in agriculture by removing trade 
distortions resulting from differential levels of input subsidies, price and 

market support, export subsidy and other kinds of trade distorting support. 

Th is facil ity, can however, not be exploited by developing countries because 
developed and developing countri es do not have the same level field for 

operations. So , in thi s context, it is thought appropriate by the researchers 
to study the implications of WTA on Indian agricu lture, performance of 
agricult ural exports during the structural reforms period , possible effects on 
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different entiti es oflndian agriculture, performance oflndian agriculture after 

participating in WTA and measures to be follow ed by the Government of 

India in view of WTA-AoA. 

Why India Should Participate in WTA 

India's participation in the world trade 1s very important taking into 

consideration the fo llowing aspects: 

► India's dependence on the rest of the world is very high rather than 

their dependence on India. Moreover, India is not exporting any crucial/ 

critical item and if it did not export, other countries are ready to supp ly 

those items . In world trade, India does not have monopol y status and 

India's exports are merely surplus oriented exports. 

► If India walks out of the Multi lateral Trade Agreement, it has to opt 

for Bilateral Agreement, which is not favorable to mee t to total domestic 

requirements . Hence , it is ben eficial to have Multil atera l Trade 

Agreement for good exposure and grow th. 

► In the WTA, all the member countries were given equal weightage (each 

country has one vote) to express their views regarding their activities in 

world trade, in contrast to World Bank/ IMF, where weightage will be 

given with respect to subscription of capital paid by the member countries. 

► The WTA is more transparent unlike the World Bank/ IMF decisions , as 

the related issues can be discussed in parliaments of their respective countries. 

► Provides Indian exporters "National Treatment" and "Most Favored 
Nation" treatment. 

► 213 rd majority for amendments, 314th for interpretation and consens us 

for changi ng basic provisions like MFN. 

WTO Provisions and India's Position 

Agreement o n Agriculture (AoA) 

The objective of AoA is to reform the agricultural sector trade and to make 

the policies market oriented so as to provide security for both importers and 
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exporters alike. Thi s AoA came into effect on l51 January 1995 and covers 

market access, domestic support and export competition as three major areas. 

The various commitments by member countries under AoA are presented 

in tab le 1. It is c lear from the table that, the commitments made by the member 

countries are in respect of remo ving restri ction s like , tariffs and tariff quotas, 

extent of domestic support , providing market access and reducin g export 

subsidies and other incenti ves to make th e exports artificially competitive . 

Table 1: Commitments made by Member Countries under Ao A 

Parti cul ars 
(peri od of commitment) 

I. Tariffs 

a) Average cut for a ll 
ag ri cultural produc ts 

b) Minimum c ut per 
prod uct 

2 . Domes ti c S up po rt 

a) To ta l AMS cuts fo r sec to r 

(Base pe ri od: 1986-88 ) 

3. Market Access 

4. Export ·ubsid ics 

a) Va lue of Subsid ies 

b) Vol ume of s ubsi di es 

Tariffication 

Deve loped Countri es 
6 years ( 1995-2000) 

-36% 

-20 % 

3-5 % 

-36 % 

-21 % 

Devel op in g Co untri es 
10 yea rs(l995-2004) 

-24 % 

-10% 

-13.3 % 

3-5 % 

-24% 

-14 % 

Pri or to the Uruguay Rou nd , the imports of so me of the agricul tural 

commod iti es were restricted by the imposition of non-tar iff measures like 

quotas, variable lev ies, minimum import prices, state trading measures, 

volu ntary restrai nt agreements etc. However, under this AoA, all the member 

countries are expec ted to co nvert the no n-tariff measures to tari ff measures 

through the process of tari fficat io n. Th e newly committed tari ffs and tariff 

qu otas, coveri ng a ll ag ricultural products took effect in 1995 . The developed 

countries would cut their tariff~· by an average of 36% in equal steps over 
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six years and developing countries would make 24% cuts ove r JO years 

(Table ] ). Deve loping countries, which were maintaining Quantitative 

Restrictions (QRs) due to Balance of Payments (BoP) problems, were allowed 

to offer ce iling bindings instead of tariffi cation. Least deve loped countries 

do not have to cut their tariffs. 

Indi a has maintained QRs for BoP reasons. Con sequent to improvement in 

Indi a ' s BoP position , the US contented that the QRs should be immediatel y 

remo ved and they reso rted to the Di spute Settlement Procedures of the WTO . 

Indi a lost the di spute both at the Panel and the Appe llate Body Levels and 

consequently, as per the decision of the Dispute Settlement Body (DSB) of 

WTO , India had to remove al l the QRs that were maintained on BoP grounds. 

As per the bi late ral understanding with USA for the determination of a 

reasonabl e period of time for imp lementing the deci sion of DSB , India was 

required to remove all the QRs since the early 1990 as part of the refo rms 

process of eco nomic liberalizat ion . Very recently, the Gove rnment of Indi a 

has removed QRs in case of 825 commodities w.e.f. 1-4-2001. The removal 

of QRs need not be seen as a threat, since it provides an opportunity for 

Indi a ' s farm sector to beco me competitive which is turn leads to increased 

exports . Only 4 or 5 countries like Bangladesh, Paki stan, Nige ri a, Tanzani a 

etc, out of 144 WTO member countries are presentl y mainta inin g QRs and 

that too with a pre-determined ph ase out period. The removal of QRs be ing 

an inev itabl e reality, Indi a has to co nver t the chall e nge into an opportunity 

for increasing competiti ve ness and exports. 

There is also another stipul at ion stating that the member countri es should 

provide 3-5 % market access for agricultural produce (Minimum market access 

eq ual to 3% of domestic consumption in 1986-88 wi ll have to be estab lished 

for the year 1995 risi ng to 5% at the end of the implementatio n period). Thi s 

wi ll create a wider international market for India fo r exporting the agricultu ral 

commodities/products. However, exploitation of th is commitment is poss ible 

onl y if Indi an goods are competitive in prices and of high quality to suit the 

specific requirements of the importing countri es. Thu s, Indi a has to identity 

area , crops and commodities and products of animal ori gi n, which are hav in g 

more comparative advantage in the in ternatio nal market. 
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Domestic Support 

The issue of domestic support to the agricultural sector has been triggered 

mainly because, the developed countries (Table 2) have been heavily subsidising 

their farmers in order to have price advantage and to gain large share in 

the global market. 

Table 2: Subsidies offered as % in total value of agricultural products 
by various countries. 

Country 

Japan 

Columbia 

S.Korea 

Europe 

China 

Paki stan 

USA 

Indi a 

% share of subsidy in total value of agricultural products 

72 .5 

54.0 

61.0 

37 .0 

34.0 

26.0 

28 .8 

03.0 

Under domestic support, the AoA created 3 types of measures popularly 

known as 'Green Box' , 'Blue Box', and ' Amber Box'. Green Box measures 

include those policies that have minimal trade distortive effort and hence 

they are exempted from reduction commitments . They can even be increased 

with out any financial limitation under the WTO , since these measures can 

be provided through public funded government programmes . These measures 

include research, extension, food security stocks, disaster payments, control 

of pests and diseases , structural adjustment programmes e tc . Blue Box 
measures includes those policies which are related solely to income and not 
to either the level of production or prices (domestic or international) They 

are also not subjected to reduction commitments under AoA . They include 

direct payments under production limiting programmes , decoupled income 

support, Government financial participation in insurance, income safety net 
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programmes etc. However, these measures do not have much relevance to 

Indian agricu lture. Amber Box measures include those policies which have 

trade distorti ve effect and hence they are subjected to reduction 

commitments. These measures are disciplined through reductions in total 

Aggregate Measurement of Support (AMS). It refers to the extent of support 

(subsidies) a country can give to its farm sector. It includes 2 major items 

viz. ; non-product specific support and product specific support. 

Non-product specific support include subsidies provided for seeds , 

fertilizers, irrigation , pesticides, electricity, credit etc which are availab le 

for all crops. The product spec ific support (in India) include market price 

support given to agricultural commodities. In India, market price support 

was announced for 22 commodities , out of which 19 are included in the li st 

of commitments. The market price support is measured by calculating the 

difference between domestic administered market price and external 

reference price (world price) multiplied by the quantity of production eligib le 

to get applied administered price. If domestic price is lower than the world 

price, then market price support (product specific support) is negative and 

if it is higher than the input subsidies (non-product specific support) , then 

AMS turns out be negative. In India, the total product specific support was 

(-) Rs .24,442 crores during the base period. The negative figure ar ises from 

the fact that , during the base period , except for tobacco and sugarcane, the 

domestic prices of all products were lower than world prices. During the 

base period, the non-product specific support was Rs.4581 crores. Taking 

both product pecific and non-product specific supports into acco un t, the 

total AMS was(-) Rs. 19869 crores, i.e.,(-) 18 % of the va lue of total 

agricu ltu ral output. 

The Agreement does not envisage any reduction in the support ( subsidies), 

if the total support is lower than 10 per cent ( de minimis level) of the total 

value of agricultural production for developing countries are 5 % for 

developed countries ( base period: 1986 to 1988 ). If the AMS is higher than 
the de minimis level, it should be reduced by 20 per cent over six years by 

developed countries and 13.3 per cent over ten years by developing countries. 

The least developed countries have no reduction commitm.ents. Since, the 
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total AMS oflndi a is negati ve and that too by a hu ge magnitude , the ques ti o n 

of undertakin g reducti on commitments did not ari se . Th e calcul ati ons fo r 

the marketin g years, 1995-96 shows that the p roduct speci fi c support a 

(-) 38 .47 % and non-prod uct spec ific support as 7 .52 % of total value of 

prod ucti on. Thi s still keeps the AMS of In dia, be low the de minim is level 

of 10 per cent. 

Export Subsidies 

The Ao A prohibits export subsidi es on ag ricultural produc ts, unl ess th e 

subsidies a re spec ified in a numbers list of commitments. Where they are 

li sted , the Agreement requires W TO members to cut both the amo un t of 

money meant fo r export subsidi es and the quantiti es of export that receive 

subsidies . Taking averagesfroni 1986-90as the base level, deve loped countries 

have agreed to cut the va lue of export subsid ies by 36% over the s ix years 

starting in 1995 and 24 % over the ten years fo r developing countries. 

Developed countries have also agreed to reduce the quantities of subsidized 

expo rts by 2 1% ove r six years and 14 % over JO years fo r deve loping 

countries. Least deve loped countries do not need to make any cuts. 

In Indi a, the expo rte rs of ag ri cul tu ral commoditi es do not ge t any direc t 

subsi dy. Th e o nl y subs idies avail abl e to them are in the fo rm of (a) exempti on 

of ex port profit fro m income tax under sec tion 80-HHC of the Income Tax 

Act and thi s is also not one of the listed subsidies as the entire inco me fro m 

agr iculture is exempted from income tax per se and (b) subsidi es on cost 

of fre ight on ex po rt shipments of certain products like fruits , vegetabl es and 

fl ori cultu ra l products . So , Indi a need not reduce any export subsidi es but 

at the same time , the reducti on of export subsidi es by de ve loped countri es 

offers greate r scope fo r enhanc ing the exports based on the comparati ve 

advantage . 

So , the AoA does not in any way, require Indi a to reduce the ex is ting subsi dies 

fo r research, pest and disease control , m arketing and pro moti on se rvices, 

in fr as truc ture support, services etc . More over, it call s for the replacement 

of non-tari ff meas ures with tari ffs and tari ff quotas . It does not in any way 

effect our ex istin g Public Di stributi on System . Indi a has not taken any 

74 January - Jun e, 2002 



________________ Manage Extension Research Review 

obi igation for providing market access opportunities to other trading partners. 

It is free to allow its own agricultural policy for various domestic support 

programmes and for farmers. India is already importing several agriculture 

commodities and raw materials and hence , the commitment of providing 

market access to an extent of 3% of total domestic production is not a 

worrysome factor. The developed countries with their relative advantages 
over the developing countries, may dump their goods into India, which will 

adversely affect the domestic market and result in prices crash. However. 

indiscriminate dumping is not possible because of the restrictions in the 

Agreement under which the affected countries can invoke anti-dumping 

measures by way of increasing import duties subjected to bound tariffs 

prescribed in this regard . 

Trade Related Intellectual Property Rights (Trips) 

The TRIPs sec tion of the Agreement covers nine types of intellectual property 

rights viz., copy rights, trade marks, trade secrets, geographical indications, 

industrial diagrams , integrated circuits, patents , micro-organi sms and plant 

varieti es. Of all these types, patents are considered to be most important 

as far as Indian agriculture is concerned. The new Patent Laws under the 

Agreement demand introduction of 'product ' patents in lieu of the existing 

' process' patent, extension of uniform patent period of 20 years, limited scope 
of compulsory licensing and lastly provisions for patenting of' Ii ving forms'. 

The patenting of seeds and other plant material s facilitate smooth trade and 

industrial relation ship of India across the border. Moreover, there is no need 

to fear that long period of patent would create legal ized monopolies , since 

there is a provi sion to exercise compulsory li ce nsing under such 

circumstances. It is also important that , the long period of patents wou ld 

also encourage inventions and productive research and India could benefi t 

much from such a development. 

However, long term patentin g may seriously endanger many of the Indian 

medicinal plants through over exploitation and biopiracy and adversely affect 

the interests of researchers and farmers. Indi an exports may face serious 

danger because of foreign patents . A classical example is the export of 
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basmati rice from India. The prospects of millions of Indian farmers and 

thousands of exporters were seriously affected by Ricetec ' s basmati (Basmati 

867) and Taxmati . Similarly, there is a possibility of exploiting one country's 

biological wealth by the other. For example, USA holds many patents on 

the plants extensively grown in India, such as pomogranate (as anti-viral 

agents), mustard and soapnut (as fire retardant ) bitter-gourd (treatment of 

tumors and HIV infection), amla (for anti-viral activity and hepatitis), pepper 

(piperin for nutritional use), while India holds too few patents on them . Thus 

legally, India's biological wealth is open for global exploitation. Hence, India 

should view this matter very seriously and protect its own biological wealth 

either by patents or by a Sui Generis system. 

Agreement on Sanitary and Phyto-Sanitary (SPS) Measures 

The Uruguay Round has evolved this discipline of providing a system for 

food safety and for regulating animal and plant health. The Agreement states 

that the governments of the member nations have the right to take SPS 

measures , but they should not arbitrarily or unjustifiably discriminate the 

members. In order to harmonize SPS, the member countries are encouraged 

to base their measures on international standards , guidelines and 

recommendations where they exist. 

Developing countries like India could not cope up with the quality standards 

of the importing (especially developed) countries, as they are often developed 

in a non-transparent manner. Moreover, the developed countries are fixing 
the international quality standards even with out participation of developing 

countries. As a result, the quality standards are being adopted with out taking 

into account the problems and constrains of developing countries . Besides 

this , the quality standards of the importing countries are rapidly increasing . 

The cost of testing and up gradation of technology are becoming prohibitively 

high for the developing countries. In this context, India should negotiate for 

more transparent standards and also should concentrate more on providing 

the commodities to attain the quality standards prescribed by the importing 

countries . 
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Indian Agricultural Trade 

Though India has been importing food grams for quite sometime after 

Independence , it has also been exporting the primary agricultural products 

or the products of agro-based industries , thereby helping the country not only 

to pay for the food imports, but also for other imports which includes capital 

goods also . The table 3 shows the contribution oflndian agriculture to Indi a's 
foreign trade. 

Table 3: Share of agricultural exports in the total value oflndia's exports · 

(Rs.Crores) 

Year Agricul tura l Exports (A) Total Exports (B) % share (A/B ) 

1960-6 1 28 4.0 642.0 44.2 

1965-66 334.9 805.6 41.6 

1970-71 487.0 1535.2 3 1.7 

1980-81 2057.0 67 10.7 30.7 

1985-86 3018 .0 10895 .6 27.7 

1990-9 1 3521.0 18143.0 19 .4 

199 1-92 8228 .0 44041 .0 18.7 

1992-93 9457.0 53688.0 17 .6 

1993-94 13021.0 6975 1.0 18.7 

1994-95 137 10.0 82674.0 16.6 

1995-96 2 11 36.0 106353 .0 19.8 

1996-97 24241.0 118817 .0 20.4 

1997-98 23690 .0 126290.0 18.8 

1998-99 NA NA 18.5 

CGR (%) 

1990-91 to 1997-98 28.72* 28.04* 

Note: * - Significant at 1 % level. 

Raw Data Source: CMIE-Various Issues 
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It is clear from the table that, in terms of value, the exports of ag ri cultural 

co mm oditi es fr om the country has increased from Rs 284 c rores in 

1960-6 1 to Rs 23690 crores in 1997-98. Compound g rowth ra tes we re wo rked 

out to study the trends in va lue of ag ricultu ral ex ports and total ex ports from 

Indi a fo r the period 1990-9 1 to 1997-88. It is heartenin g to note that, bo th 

agricultu ral exports and tota l exports were showing increas ing tre nd at 28. 72 

and 28.04 pe r cents respecti ve ly (s ignificant at 1 % leve l) . However, th e 

perfo rmance of export of agricultural product can be best ana ly ed with 

the he lp of the ir share in total exports fro m the coun try. As evident from 

the same tab le , the share of agricultural exports in to ta l exports durin g 

1960- 6 1 was as large as 44.2 per cent , which marg ina lly decreased to 41 .6 

per cent du rin g 1965-66. Since then, the re has been a substant ial fa ll in th e 

propo rtion of ag ri cultural exports to total exports of the country. O ver the 

pe ri od , 1990-9 1 to 1998-99 , the share of agri cultura l ex ports vari ed be tween 

16.6 pe r cent ( 1994-95) and 20.4 per cent (1996-97 ). Thi s reveal th at the 

perfo rm ance of ag ri cultura l exports during struc tu ral reforms peri od has not 

been very sati sfac tory. 

The export perfo rmance of Indi an agricultural commodities in te rms of the ir 

share in world ag ri cultural exports was also studi ed and the detail s are show n 

in table 4. A close perusal of the tabl e reveals that, there has been a mi xed 

trend show ing both the increas ing and decreas in g tendencies in a majority of 

the agr icult ura l commodities over the period , 1970 to 1996. The most potenti a l 

items namely tea , spices, tobacco and fruits and vegetabl es have shown a 

dec lining trend . Indi a's share in oilseeds exports has increased to 0 .8 and 0 .7 

per cent in 1990 and 1994 from 0 .3 per cent in 1980. However, it rose to 1.2 

and l .1 per cent in 1995 and 1996. Simil arl y, the share of ri ce exports has 

steadily in creased from 0 .6 per cent in 1970 to 18.9 per cent in 1995 , but 

declined to 12 .0 per cent in 1996. On the whole , the analytical resul ts oflndia ' 

share in wor ld agri cul tural expo rts indicate that it has only an in sig ni fican t 

position in a lmost all agri ultural commoditi es . 
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Table 4: Commodity-wise India 's share (value) in World agricultural 
exports (%) 

Commodity 

1. Tea and mate 

2. Spices 

3. Tobacco 

4 . Coffee & its substitutes 

5. Meat & its preparations 

6. Fish & its preparations 

7 . Cereals & their prep . 

8. Fruits and vegetables 

9. Sugar & its prep, honey 

10. Oilseeds 

11. Rice 

1970 

33.4 

20.5 

3.5 

1.0 

0.1 

0.1 

1.2 

1.0 

0 .6 

1980 1990 1994 1995 1996 

27 .7 21.l 13.6 16.0 11.1 

14.5 7 .7 9.1 9.3 11.2 

4.4 0.8 0.4 0.6 0.3 

2.1 1.7 2.4 2.8 2.7 

0.4 0.2 0.3 0.4 0.3 

2.0 

0 .5 

1 . l 

0.3 

0.3 

3.7 

1.6 

0 .6 

0 .8 

0 .1 

0.8 

6.4 

2 .7 

0.9 

l.7 

0.2 

0.7 

6.6 

2.0 

2.7 

1.0 

0 .8 

1.2 

18.9 

2.3 

1.6 

1.0 

2.0 

1.1 

12.0 

Source: Economic Survey, 1996-'97 and 1998-99. 

Agricultural Prices and Cost of Production 

Profitability in agricultural business is often influenced by two maJor 

factors viz. , cost of production and market prices realised for the produce. 

Hence, these two factors were taken into consideration for studying the 
profitability in agricultural business . Compound growth rates were worked 

out to study the growth in cost of production, commodity prices and the 

gap between prices realised and cost of production incurred for major 
agricultural commodities for the recent period, 1990-91 to 1997-98 . The 
results are shown in table 5 . 
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Table 5: Compound growth rates for studying the profitability of 
agricultural business with reference to selected commodities. 
(1990-91 to 1997-98) 

Commod ity Compound Growth Rate (%) 

Cost of production (A) Commodity pri ces (B) Gap(B-A) 

1. Padd y 12.04* 8.7 1 * -8.03* 

2. Wheat 13.49* 2.24 NS -23.79** 

3. Jowar 8.42* 10.72* 25 .54-** 

4. Bajra 10 .83* 9.37* -7.04 NS 

5. Mai ze IO .O J* 8.95* -5 .94 NS 

6. Gram 10.45* 17.60* 32.49** 

7. Urad 11 .85* 13.28* 25 .79** 

8. Grou ndnut 8.06* 8.70* 11 .78 NS 

9. Cotton 18. 15 * 15 .04* -3.21 NS 

Note : * - Significant at l % level, ** - Signifi cant at 5% leve l, NS- Non-Significant 

Raw Data Source: Ag ri cultural Sta ti stics at a Glance, 1999 and 2000. 

The analytical results presented through the table 5 reveals a worry-some 
picture as the profitabi li ty of culti vating majority of the se lected crops is 
decl inin g (except for pulses, jowar and groundnut) during the reference 
period . Cereal crops, in particular, paddy and wheat showed hi gh growth 
rate for cost of production than the prices realised for their produce. Thu s, 
the growth rate fo r the gap between marke t prices of the produce and cos t 
of production of these crops turned out to be negative and sign ificant. This 
clearly implies declining profitability in cultivating these crops . Simil ar 
results were obtained for the growth rate of gap between markri!t prices of 
the produce and cost of production in case of bajra , maize , and cotton crops, 
but non-significant . However, the culti vation of jowar, groundnut and the 
two se lected pulse crops viz., bengal gram and urad ho wed profi tabi Ii ty 
as the growth rate for the gap between market price of the produce and 

cost of production of these commodities are posi ti ve . On the whole, the 
di scuss ion reveals th at the continuous increase in the cost of production of 
the se lected commodities is posing dangerous signals to the fa rmin g 

community as far as the profitability of agricultu ral business is concerned . 
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Impact of WTA on Different Entities of Indian Agriculture 

The time elapsed since the AoA came into effect is too short to reach firm 

conclusions. But, already sentiments are running high and they have started 

influencing different entities relating to the agricultural sector viz., Indian 

consumers, Indian farmers, Indian inputs business, Multi National 

Companies (MNCs) inputs business in India, traders, processors and service 

providers. Hence, the current sentiment and perceptions about the impact 

of WTO on different entities were studied and presented in table 6. 

Performance of Indian Agricultural Sector after 
Participating in WTA 

Over the past one decade, there has been a sea change in the Indian Economic 

policy. The turning point was noticed in July 1991, as the country entered 
the new era of globalisation and economic liberalisation . So, it is high time 

now to redesign the existing agricultural strategies and to make the country 

more competitive internationally. In this context, the progress made on the 

agricultural front was studied during nineties in the sense of country 's 

preparedness to the global scenario. The details of progress achieved by the 

country after participation in WTA on several grounds were analysed and 
presented through the table 7 . 

A close perusal of the analytical data presented in the table 7 revealed that , 

the country is making strenuous efforts in the right direction (except growth 

rate for demand and supply gap of Urea fertilizer) to face the challenges 

and opportunities offered by the global competition under WTA . However, 

the recent changes taking place in the Indian economy during nineties are 

more disturbing in the sense that the priority given to agricultural sector 

during nineties is far low, when compared to the service and industrial sectors 
(Table$) . It is clear from thi s table that , agriculture contributed major share 

in the National Income during fiftie s, but its share was drastically declined 

during nineties. Similarly, the share of indu strial sector in the National 

Income al so declined from 25.4 per cent in 1990-91 to 22.1 per cent in 

1999-2000. It is very interesting to note that, service sector dominates the 

Indian economy today as it contributes more to the National Income (52.4 
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Table 6: Impact of WTA on different entities of Indian agriculture. 

S. o Entity 

I ndi an Consumers 

2 Indi an farmers 

Possib le impact 

There i s a shi ft from sellers market to buyers market Wider verit y 
of goods can be avai labl e at lower pri ces Good quality goods are 
ava il able 

They are undoubtedl y a worried lot , because they are tota ll y 
unaware of the terms, WTO, WTA , TR IPs, SPS etc. 

Scope for changing their cropping pattern from less profitable crops 
to more profitab le crops . 

Shift from subsi stence farmin g lo export-ori ented farming 

Shift thei r emphasis from product i vity to profitability 

Possibi lity of bridging the knowledge gap between th em and 
prospecti ve international competitors. 

3 Indian inputs busi ness They have to face stiff competition from the MNCs, which have 
stron g financia l , techni ca l and admini stra ti ve netwo rk . 
Develops qu al ity consciousness among the traders 

Helps in spread of modern technology. 

4 MNCs input business Possibility of gaining monopo ly statu s 

5 

6 

7 

82 

T raders 

Processo rs 

Service providers 

(Banks, Insurance 

companies, 

Consultancy and 

Techno logy Info rmati on 

organizations) 

M ay lead to closure of domestic companies if these could not mai ntain 
quality standard 

They exploit the measures under AoA viz. , li fting importing restric 
lions, reduci ng import tari ffs and impositi on of Intel lectual Property 
Rights (IPRs), thu s capturing the domest i c market. 

Increased business opportuniti es 

Their market gets w idened due to internet, e-commerce etc. 

They are hi ghly benefited as they can i mport good qua l ity raw 
material at cheaper pri ces. 

To survi ve competiti on , they have to reduce costs , adopt modern 
technology and enhance quality of prod ucts. 

Stiff competitions from imported fi ni shed goods 

Provides more employment oppor tuniti es 

Earn good amount of fore ign exchange through the process of va lue 
add iti on 

They wi ll play a productive and mutuall y profitable ro le. 

Co l laboration with foreign organi zati on wil l increase, 

thereby, improve th eir ser vice potential. 
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per cent) than agriculture and industry combined. Besi des this declinin g 

prominence to agricultural secto r in India, the export perfo rmance of 

agric ultural products in the international market was also showing dis mal 

performance (Tables 3 and 4) . 

Table 7: Progress of Indian agriculture after participation in WTA .. 
S.No Item Peri od CGR (%) 

1. Progress of regulated markets 1990-91 to 1996-97 0.94* 

2. No . of comm odi ti es under 1990-9 1 to 1996-97 1.98* 
grad ing stand ards 

3. No. of cold storages 1990-91 to 1995-96 2.12* 

4. Total va lue of ag ricul tural exports 1990-9 1 to 1997-98 28.72* 

5. Irrigation Development 

a) Major and Medi um 1990-91 to 1997-98 1.65* 

b) Minor 1990-9 1 to 1997-98 2.54* 

c) Tota l 1990-91 to 1997-98 2.22* 

6. Flow of Institu tional credit 199 1-92 to 1998-99 19.90* 

7. Total area under hi gh yielding vari eties 1990-91 to 1997-98 2.74* 

8. Di stribution of ce rtified/quality seeds 1990-9 1 to 1997-98 3.83* 

9. Production of chemical fertilizers 

a) Urea 1990-91 to 1998-99 5.23* 

b) DAP 1990-91 to 1998-99 4.44* 

c) MOP 1990-91 to 1998 -99 5.05* 

10. Demand-Supply gap in fertilizers 

a) Urea 1991-92 to 1997-98 5.33 NS 

b) DAP 1991-92 to 1997-98 -13.02* 

11. Consumption of pesticides(M .T.) 1990-9 I to 1996-97 -4.6'.7 * 

12. Export of technical pesticides 1990-9 1 to 1997-98 26.26* 
(Rs.Crores) 

13. Production of tractors 1990-9 1 to 1997-98 9.66* 

Note: * - Significant at I% level, NS- Non-Significant 

Source: Agricultural Statistics al a Glance- Various Issues 
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Table 8: Sector wise contribution to the National Income (%share) . 

Period 

1950-51 

1990-9 1 

1999-2000 

Source: Saran(200 1) 

Agriculture 

55.4 

30.9 

25.5 

Industry 

12.8 

25.4 

22.1 

Service 

31.8 

43.7 

52.4 

Thi s declining prominence to the agricultural sector durin g structural reforms 

period (after 199 1 ), may lead to un ustain ab ility of the growth process in the 

future. But , the ex peri ences in the past shows that no economy with a weak 

agricu ltural base .has ever grown. The transition has always been from 

agricultural to industry and then to servi ces. This dictum applies to all Asian 

countries , Europe, North America, fast developing Latin American Economies 

etc. But, in India, the service sector is contributing more share to the National 

Income during nineties thari agriculture and industry sectors. This trend should 

be reversed , a fo r smooth growth of the econom y, the engi ne ha to be 

agriculture and then indu stry - not services, as is the case now. Thus, at present , 

agricultural sec tor is on bumpy road. Hence, the Government mu st address 

all these problems through proper and well-defined strateg ies, so to make the 

agricul tural secto r more flouri shin g in the coming future. 

Immediate Measures to be taken by the Government of India in 
view of WTA -AoA 

I ) Di versification of agricu lture to farming systems by includin g dairying, 

sheep, goat, poult ry, fi she ri es, apiculture, se riculture etc. 

2) Agricultu ra l research, extension and education sys tems shou ld be totally 

re-oriented to meet the new requirements in the light of WTA. The major 

focus should be on the signi fica nt reduction in the cost of production 

of crops, inc reas in g the yield , improvemen t in the quality of produce 

etc. The app lication of bio-tech no logy fo r evo lving pests and di sease 

re istant varieties in short period of time, organic fa rming, encouraging 

private sector investment e tc., are to be given pec ial attenti on. 
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3) To reduce the cost of production and to increase profits to farmers, 

productivity should be first further increased. Research and inputs are 

to be managed and used judiciously. The latest ago-techniques to be 
followed. 

4) India must make all-out efforts to gather more comparative strength 
through cross-comparing her strengths and weaknesses vis-a-vis her 
established rivals and should change the underlying policy parameters 

appropriately. 

5) A Jong term policy is essential to promote agricultural exports on a 
sustainable basis. This policy should call for studying the export 

competitiveness of agricultural commodities from time to time across 

the countries under the changing scenarios of agricultural prices, food 
security concern etc. Proper selection of commodities for exports based 
on the needs of other countries should assume greater significance in 

the long term policy. 

6) India's expenditure on agro-products export promotion is very low 

when compared to trading giants like USA and EU. Hence, the export 

promotion activities should be strengthened in India, as they do not 
go against the spirit of WTA, because they come under the Green 
Box provisions . 

7) Contract farming should be encouraged to diversify the agricultural 
production and to enhance the agricultural exports. 

8) There is a need to invest substantially for infrastructure development 
such as cold storages, grading facilities , p1:ocessing facilities, market 

information network etc which will have positive impact on export 

marketing. 

9) Export promotion organizations should be established/strengthened in 
each state. They should be entrusted to collect market information on 
international trade, production , prices, quality, marketable surplus etc ., 

for analyzing and disseminating information among the producers and 

exporters . The export competitiveness of different agricultural 

commodities should be studied from time to time so as to encourage 
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the export of the commodities which are having more comparative 

advantage in the international market. This facilitates the full exploitation 

of market access opportunities provided by the WTA. 

10) WTO cells should be established and strengthened in each state 

comprising members from Ministry of Agriculture, National Institutes 
of Agriculture, APEDA , NABARD , State Go ve rnment etc to 

thoroughl y assess the impact of WTA on Indian agriculture and to 

sugges t steps to safeguard the interests of the sector, while exploitin g 

the opportunities offered by this agreement. 

Conclusions 

A close examin ation of both the prospects and retrospects to Indian 

ag riculture in the context of globalization and economic liberalization 

revealed that, India holds a lot of promise in the liberali zed trade regime , 
as the WTA would bring in favorable changes to the Indian eco nomy as the 

country harbored valuable natural resources, diversified climatic and so il 

conditions, good experience in farming, variety of crops and a vast pool of 

trained scientific man power. However, it is not the right approach to 

politicize the trade related issues into positive and negative aspects , as there 

is no alternative but to adjust to the realities in the contemporary world 

situation. Indi a has to convert the globali zation aspect for its advantages. 

Developed countries with their excessive money supply badly need places 

to invest the same and India shou ld exploit this aspect for its development. 

The mentaiity that "beggars cannot be choosers" should go away from 

Indian 's minds and they should encourage foreign investments. When Indi a 

is considered as one of the leading countries in the world as far as the 

information technology sector is concerned, why not in agriculture! There 

are no dearth of resources in the country to take up the chall enges and 

opportuniti es offered by the global trade. This global trade , in turn, ben efi t 

India to innovate, improve and compete, which is no longer ready to give 

concess ions and relief under any condition. As it has been succinctly put 

'WTO is good for those who want to grow and bad for those who are contest 

to tagnate". 
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