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TUESDAY 27 JANUARY 2004 

________________ 

Present 

Cobbold, L 
Hannay of Chiswick, L 
Jones, L 
Jordan, L 
Marlesford, L 
Radice, L (Chairman) 
Taverne, L 
________________ 

Witnesses:  Mr Jonathan Peel, Director, EU and International Policy, and Ms Ruth 

Rawling, Cargill plc, Vice Chair, Trade Policy and CAP Committee, Food and Drink 

Federation, and; Mr Michael Paske, Vice President, and Mr Martin Haworth, Director of 

Policy, National Farmers’ Union, examined.  

Q64  Chairman:  Welcome.  Would anybody like to introduce your team? 

Mr Paske:   I would be happy to introduce my team, my Lord Chairman.  I am Michael 

Paske, the Vice President of the National Farmers’ Union and I have with me my colleague 

Martin Haworth, who is our Director of Policy. 

Mr Peel:   I am Jonathan Peel.  I am the Director for European and International Policy for 

the Food and Drink Federation and with me is Ruth Rawling from Cargill, but she is here as 

the shortly-to-be-elected Chairman of our Trade Policy and CAP Committee. 

Q65  Chairman:  I think you want to make opening statements, do you not? 

Mr Peel:   Yes, please.  The Food and Drink Federation, the FDF, represents the food and 

drink manufacturing industry, the largest manufacturing sector in the UK.  The industry’s 

annual turnover is some £66.1 billion.  The industry employs 500,000 people, some 13.1 per 

cent of all manufacturing workforce in the UK.  The industry purchases some £11 billion 
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worth, about two-thirds, of UK agricultural produce, but it also imports a further £7 billion 

worth of produce for processing.  Food From Britain figures show that total UK food and 

drink exports in 2002 were £8.92 billion and nearly two-fifths of these exports went to non-

EU countries.  The UK was the world’s sixth largest exporter of value-added food in 2002 

and by last August exports had risen by some 11 per cent over the equivalent part of the 

previous year.  The FDF welcomes both the commitment to world trade liberalisation and to 

the developing world through the WTO Doha Round and looks to the WTO agriculture 

negotiations to produce a fairer and clearer set of trading rules.  The FDF’s membership is a 

broad church covering both primary and secondary processors.  On sugar reform, we are 

unable to agree a common position.  For most of our members there are two key issues arising 

from the Round: greater market access outside the EU; and achieving a balanced reduction for 

export subsidies so that companies do not lose competitiveness.  We believe that increased 

trade liberalisation is key to the future competitiveness of the UK food and drink 

manufacturing industry.  As a major exporter, it is essential that the industry continue to 

compete for the existing and new markets opening up outside Europe.  There will be 

significant opportunities to be grasped over the next ten years as ever larger numbers of 

consumers start to enjoy disposable incomes and look for new and diverse choices in the food 

they eat in these countries, accelerated of course by a successful Trade Round.  At the same 

time, manufacturers must be able to continue to import necessary raw materials from third 

countries without impediment, provided food safety is not jeopardised.  A particular challenge 

over the next ten years will be to maintain production and investment in the United Kingdom 

as companies make new regional or global decisions and as the EU enlarges.  A critical issue 

for our members, as I mentioned, is the future of export subsidies.  Particularly for secondary 

processors, the so-called “Non-Annex I” export refunds remain essential while the cost of 

relevant EU agricultural raw materials remains high in comparison with world prices.  If our 
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competitiveness is to be maintained, the timing and manner in which such refunds are phased 

out will be all important and this must be balanced by matching reductions in EU domestic 

support and gains in market access.  Equally important, it must also be matched by similar 

concessions from other parties, notably the US, in areas such as export credits and food aid.  

Thank you, my Lord Chairman. 

Mr Paske:   On behalf of the National Farmers’ Union, I would like to thank you for inviting 

us to meet with you today.  The current state and prospects for the WTO and the Doha Round 

negotiations are very important topics for our members, and we welcome the opportunity to 

share with you our views.  Before addressing your detailed questions, I would like to 

emphasise for the Committee the key points that have informed our thinking on this issue.  

The NFU has long held the view that the only sustainable profitable future for British farming 

is by delivering to our customers what they want – by refocusing on the market.  It is a natural 

extension of this belief that we also support efforts to liberalise agricultural trade policy, but 

we also well understand that free trade is an ideal that must be seen within the commercial, 

social and regulatory environment.  More specifically, farmers cannot be expected to continue 

to support liberalisation when they are being required by government to adopt ever higher 

standards and costs of production and to compete in price-sensitive markets and within supply 

chains dominated by global firms.  With that in mind, we should make clear that we are in full 

support of the WTO and the objectives of the Doha Round of negotiations.  It is of course a 

matter of some concern that the negotiations seemed to have reached something of a hiatus, 

but we are firmly of the view that it is more important to reach a good agreement than simply 

to reach any agreement.  If this pause leads to a better conclusion, then it is to be welcomed.  

Clearly it will be crucial for all WTO members to take this opportunity to find ways of 

ensuring a successful and generally beneficial outcome.  A few months ago in the immediate 

run-up to the Cancún ministerial meeting, the NFU published a detailed statement of our 
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priorities within the Doha Round.  If you have not already got a copy of this, we are quite 

happy to make that available to you after today.  Before concluding these opening remarks, I 

would just like to emphasise a couple of points of special importance to British farmers.  We 

accept the need for a balanced, sustainable reduction in trade-distorting subsidies and we 

support the need for transparency in rule-making with objective criteria, as is normally sound 

science, as the basis for all applicable rules.  However, there must be a recognition of the 

domestic, social and regulatory environment within which farmers must compete.  We would 

wish to see non-trade issues, such as animal welfare regulations, addressed in any final WTO 

agreement.  That is our statement, my Lord. 

Q66  Lord Jones:   The formal question is to ask you what is the likely effect of a successful 

Round on UK food prices and on UK farmers’ income.  However, having heard your 

statement, Mr Paske, I do want to ask you what are the consequences of a successful Round, 

do you think, for those hard-pressed members of yours in the upland regions of our country? 

Mr Paske:   Well, I feel, my Lord, that they, as with other farmers, are more concerned about 

an unsuccessful Round being damaging to their interests, but I would like my colleague 

Martin Haworth to go into the actual detail on that. 

Mr Haworth:   Yes, as Michael Paske said in our opening statement, we do support and wish 

to see a successful outcome to this Round.  We do not on the whole do that on the expectation 

of any great commercial benefit which would accrue to farmers.  British farmers are not big 

exporters on to the world market and most of our export markets would be within Europe, so 

we would not imagine that we would get great commercial benefit or have vast, new export 

outlets.  In fact probably the threat from greater import penetration and a lesser ability to 

export would be greater than the opportunities, but despite that, we would support a 

successful outcome because we would fear much more seriously the threat of an unsuccessful 

Round which, in our view, might lead to tension, trade disputes, possibly a trade war and a 
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breakdown in normal trading relationships and that would be damaging both economically, 

for obvious reasons, and also politically because farming has often been the scapegoat for 

failures in the past, and some people have tried to make it the scapegoat, in our view, very 

unfairly for the unsuccessful outcome in Cancún. 

Q67  Lord Jones:   Well, that might be a general response to my question, but I understood 

that a segment of your membership would be very hard-pressed, the upland farmers of 

Britain.  Do you know what the annual income is of that segment of the farming industry and 

will it or will it not be advanced or hurt by a likely development in the Round? 

Mr Haworth:   The annual income of farmers, particularly the hard-pressed farmers on 

marginal land and hill land, is something like £10,000, though it has been rising thankfully 

over the last few years, but it is a very, very low figure.  We would not frankly expect to see a 

great difference as a result of the WTO Round on those kind of farmers.  If there were any 

impact, it would be slightly negative, I think, but we would not really imagine that the big 

impact on them would be world trade. 

Q68  Lord Jones:   You are content and not complacent with your reply? 

Mr Haworth:   Well, I think it would be wonderful to think that there would be an outcome of 

a World Trade Organization Round which would positively impact on small farmers in the 

uplands of Great Britain, but I think that would be unrealistic to imagine that.  I do not know 

if that is complacency or contentment.  I hope it is neither. 

Q69  Lord Jones:   Well, you have come here today to set out your stall, so does Mr Paske 

wish to handle any of these issues? 
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Mr Paske:   The issues that you have raised I think my colleague has actually covered very, 

very well, my Lord, thank you very much, but certainly we would not feel that we are 

complacent. 

Q70  Chairman:  And to the food and drink industry, the same question, as it were, which is: 

what are your members going to get out of this, to put it crudely? 

Mr Peel:   Our bottom line is to keep investment and production in the United Kingdom.  If 

we can successfully do that, then, as I said in our opening remarks we buy in something like 

two-thirds of agricultural production in the UK, obviously if there is a successful Round and 

there were few figures being floated either before or at Cancún, it is very hard to tell what the 

effect would be. There will be greater competition from abroad, there will be downward 

pressure on prices, but our bottom line is to keep investment and production in the United 

Kingdom.  As concerns dairy, the United Kingdom is one of the best-located parts of the 

globe, other than New Zealand, for the production of dairy and, therefore, the onus must be to 

make sure that the UK continues to be a prime dairy producer. 

Q71  Lord Hannay of Chiswick:   Could I first of all ask this question of the Food and Drink 

Federation.  I am sure you are familiar with the complaint of many developing countries that 

the industrialised world and the EU in particular, but not exclusively, like to import raw 

materials at zero tariff, but like to keep rather a high marginal rate for processing and this 

discourages the processing industries in the developing countries.  Now, I would like to ask 

you to what extent do you feel that there is a trade-off between conceding lower tariffs on the 

processing items so that developing countries have better access for any processed goods that 

they produce in return for better access to their markets?  Is this a deal that you recognise and 

one which you would actually encourage and, if not, how on earth do you think we can 

persuade developing countries that there is anything in this for them? 
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Ms Rawling:   I very much take the point that there is an issue between the tariffs on raw 

materials and tariffs on processed goods, but in fact I think when you look at it, there is not a 

great deal of protection in the current tariffs for the processing industry in the UK and I think 

the way we see things developing in the future is that we would expect to see some more 

basic processing taking place in developing countries, whereas some of the more 

sophisticated processing and preparation of goods ready for the supermarket shelves would 

continue to take place in the UK because that is where the consumer market is.  Therefore, I 

think there is scope for more processed production in developing countries, but it is unlikely 

to be of the most sophisticated food products that we have on our markets here. 

Q72  Lord Hannay of Chiswick:   And on the question about access to their markets, how 

important is that? 

Ms Rawling:   Access is important for our members as the world economy continues to grow 

and as more people are able to enjoy higher disposable incomes throughout the world, but I 

would add a further point here.  I think the lowering of tariffs between developing countries, 

what is sometimes referred to as “south-south trade”, is actually very significant for poverty 

reduction and the expansion of trade for those countries as well. 

Q73  Lord Hannay of Chiswick:   Could I ask this of the NFU.  Could I ask you to what 

extent you recognise that it will be necessary to go beyond, quite substantially beyond, the 

offer which has been made so far by the European Union and which came out of that 

prolonged marathon last summer which unfortunately failed at Cancún, although I am not 

suggesting that it was the European Union’s fault alone that Cancún failed, far from it, but 

granted that the agricultural elements of the Round are obviously important to a lot of 

countries, including middle countries like Brazil and Argentina and others, to what extent the 

NFU recognises that the European Union will have to go beyond its current position and how 
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you see this best being done in a way which enhances your objective, which is I think 

probably like that of the Committee, of seeing a successful outcome to the Round as a very 

important national objective? 

Mr Haworth:   Well, I think the first point to make would be that we feel that the steps which 

have been made within the European Union to reform its Agricultural Policy, the successful 

outcome of that reform negotiation in Luxembourg last year, have been insufficiently 

recognised and we do feel that they do offer substantial potential benefits to, particularly, 

developing countries.  In particular, decoupling production from subsidies, in our view, is 

likely to lead to less pressure on farmers in Europe to produce in order to gain the subsidies 

which has been one of the prime causes, in our view, of unwanted surpluses which then have 

had to be in some cases exported on to third markets and third-country markets, causing 

problems.  Therefore, the first point to make, I think, is that we believe that that effort has 

been insufficiently recognised.  Going beyond that, clearly the offer made, or the joint 

position made by the EU and the US, was a negotiating offer and, therefore, by its very nature 

it was likely it would have been necessary to go beyond that.  Within it there were various 

offers for the elimination of export subsidies in the areas of particular interest to developing 

countries, and I think the European Union is still waiting for developing countries to come 

back with their own view about which of those subsidies it might be.  We are waiting on that 

and I think it should be possible for us to make more concessions in that area.  On tariff 

reductions, we offered a very complicated set of proposals which again should have been 

targeted to developing countries and again it was not a precise offer, but it was an offer to 

negotiate on a range of issues and we believe that it should have been possible on the basis of 

that initial offer and, admitting that the European Union would have to go beyond that, we 

feel it should have been possible to reach a successful and satisfactory outcome. 
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Q74  Lord Cobbold:   Do you have a close working relationship with your opposite numbers 

in different European countries and would you say that there was a consensus amongst the 

unions throughout the Community? 

Mr Haworth:   We do have a close relationship with our opposite numbers.  We are involved 

in an umbrella European organisation which brings us together and we meet very often.  I 

would have to say that there are differences within that and there have been differences about 

the need for reform of the CAP, the importance of world trade, the importance of 

liberalisation.  Some countries would see this as a process, or some farming organisations 

would like to see that as a process which should be stopped, but that is not our view.    We 

think that this is a process which is taking place and we need to be a part of and 

accommodate, so there is not necessarily a consensus, no, at the European level.  But I believe 

that having made the CAP reform, most of our fellow farming organisations do see that we 

are now in a position to be able to reach an agreement. 

Q75  Lord Jordan:   Do you believe that the new members share your enthusiasm for a 

successful Round or do they believe that just as they are about to get in on what is one of the 

most protected markets in the world, that protection will be taken from them?  Are they likely 

to share your desire for it? 

Mr Haworth:   Broadly speaking, I think most of the new members would be on the more 

liberal side of our policy and, therefore, we would see them as probably being part of the 

tendency in which we find ourselves. 

Q76  Lord Hannay of Chiswick:   That being because they have not yet moved up to the EU 

level of prices, but presumably this is a wasting asset?  If the Round fails and they make the 

full transition to EU prices, it might not be quite so liberal.  Is that a fair analysis? 

Mr Haworth:   I think that is a fair point, yes. 
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Q77  Lord Hannay of Chiswick:   It is not an argument in favour of an early conclusion of 

the Round. 

Mr Haworth:   Not an early conclusion, although their adaptation to the Common 

Agricultural Policy, as reformed, is a long process and, therefore, we have got until 2013 

when that is completed, but the point is well made. 

Q78  Lord Taverne:   The picture you have painted is a slightly different one from the 

normal press comment and indeed the evidence we have had before the Committee.  You say, 

“Well, there wasn’t sufficient recognition of the impact of decoupling”, but the general 

comment which we have had is that the EU just was not prepared to make the kind of move 

on access to the market and indeed the distorting effect of export subsidies which the 

developing world were looking for and even the Americans were not prepared to go much 

further than the EU.  Do you really feel that the EU’s negotiating stance at Cancún was 

misrepresented and was far more reasonable than we have been led to believe? 

Mr Haworth:   Yes, I feel that quite strongly.  I think the real answer to your question is that 

it is unknowable because the negotiations never started on which one could have said that the 

EU was being intransigent.  The negotiations did not break down over agricultural issues, but 

they broke down over the Singapore issues and there was never an opportunity really to test 

how far the EU was serious in wishing to see an agreement, but our view was that they were 

serious.  

Q79  Lord Marlesford:   Addressing this to the NFU, a couple of points that you made in 

your introduction referred to UK domestic prices and world prices and also to the cost of 

regulation.  Could you please give us some numbers on this?  Let’s take wheat and perhaps 

one or two other products.  Tell us the current world price and the current price to British 

farmers and then add on to that, in separate figures, what the benefit is through the Arable 
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Area Payment, so that is the first question.  The second question is on regulation and let’s 

have some examples of the cost of regulation in comparison with competitor countries for any 

product you would like to take really, so it could be pigs or chickens or dairy products, but 

let’s have some numbers so that we can have some feel for what you are talking about. 

Mr Paske:   Well, we can certainly provide you with some detail on the figures involved 

which we would be happy to do, but I will ask Martin Haworth to give you some background. 

Mr Haworth:   Well, the example that you have asked for on wheat is at the moment a 

favourable one for the European Union because the price of feed wheat in Britain is trading at 

somewhat over £100 a tonne and the world market price is actually rather above that at the 

moment, so we are actually trading ---- 

Q80  Lord Marlesford:   What is the world price? 

Mr Haworth:   It is about £110 on the world market.  At the moment it happens that our price 

is probably below the world price. 

Q81  Lord Marlesford:   And then the Arable Area Payment. 

Mr Haworth:   There is an Arable Area Payment before deductions of €372 per hectare 

effectively. 

Q82  Lord Marlesford:   Let’s take it in pounds and relate it to the typical tonnage of wheat. 

Mr Haworth:   A typical farmer at the moment would produce eight tonnes a hectare, so that 

is about £60. 

Q83  Lord Marlesford:   These are very important figures and I would have thought you 

would have them at the tips of your fingers. 

Mr Paske:   Well, we are very happy, my Lord, to make those figures available, but I am 

afraid we do not have them at our fingertips at the moment. 
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Lord Marlesford:   Do what you can and try and give us, at least on wheat, a clear answer 

please. 

Chairman:  He probably wants to give an accurate answer. 

Lord Marlesford:   But it is a basic question, absolutely basic. 

Chairman:  I should warn you that Lord Marlesford is a farmer himself. 

Q84  Lord Marlesford:   Absolutely, and this is all so general, so if we could only have 

some precise stuff.  If you come and make a case, we expect you to be able to back it up.  

Mr Paske:   Well, as I say, we are quite prepared to back it up, my Lord, but, as I say, if we 

can give you some detailed information, I would be more than happy to do so. 

Q85  Lord Marlesford:   But you have not  brought any with you? 

Mr Paske:   No, not precise information. 

Q86  Lord Taverne:   Can you just come back to my question because I want to know what 

the Food and Drink Federation thought about the stance that the European Union had at 

Cancún, whether you agree with the comments by the National Farmers’ Union that really 

they were misunderstood and quite reasonable and that it was not their fault? 

Mr Peel:   I do actually, my Lord.  I was in Cancún.  I was there for the whole time the 

Conference lasted and I was very closely involved with UK officials with Commission 

officials as well as officials from other countries and industry representatives.  It came across 

quite clearly to me that the EU had put quite a good offer on the table with CAP reform.  The 

information I was getting was that they were prepared to make further moves behind the 

scenes on the particular vexed issue of export subsidies where of course we are very interested 

in how export subsidies are phased out.  The EU was at its weakest on export subsidies.  The 

Americans were at their weakest on domestic support.  Now, the only area where the 
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Americans were under tremendous pressure at Cancún was on cotton which was a win-win 

situation for other countries because they could show how strongly the Americans supported 

their own cotton industry.  There were many other issues at Cancún.  The Brazilians and the 

G20 were very clearly very keen to get much greater market access, but the position of the 

weakest members, who would probably lose out in a major switch to a free-for-all in the 

world markets because quite frankly the net exporting countries could take advantage at their 

expense, their voice was not heard and it all blew up on that Sunday afternoon.  For those of 

us in Cancún, it was very surprising and the talks of course collapsed.  We felt we were within 

24 hours of an agreement on agriculture and certainly the feeling we got in Cancún is that the 

Europeans were doing their full bit to make concessions.  What was interesting was that the 

Americans, who normally were everywhere, were conspicuous by their absence in the main 

hotels just before the collapse. 

Q87  Chairman:  So your point is? 

Mr Peel:   My point is that I felt the European Union was playing quite a clever hand. 

Q88  Chairman:  And the Americans were not serious? 

Mr Peel:   I felt that the Americans were keeping their powder dry. 

Q89  Lord Cobbold:   Was it not the insistence on the Singapore issues that made the whole 

thing collapse? 

Mr Peel:   Yes, but Commissioner Lamy had actually offered to unbundle, to use his word, 

that very morning and I felt that this was something where progress was being made and it 

was at that point that it collapsed. 

Q90  Lord Hannay of Chiswick:   I think I judge from what you say that you agree that the 

Mexican Chairman held great responsibility for having mishandled the meeting and having 
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cut it off.  As anyone who knows, at these meetings you have to go into extra time because 

nobody ever basically comes to their bottom line until they are in extra time.  If you really 

insist on winding up the meeting before extra time starts, you do not get a very good result.  I 

think the Mexican Chairman has got off extraordinarily lightly and I think countries at 

enlightened large gatherings like this should also provide chairmen who are prepared to go 

into extra time.   What you say about the EU position is encouraging and I wonder if I could 

just take the opportunity to ask you a little bit about your slightly Delphic remark about sugar.  

How is your organisation going to approach the reform of the sugar policy in the European 

Union which I think is pending now and which could have really quite important implications 

for world trade given the sort of contradictory interests of the ex-Commonwealth sugar 

producers who are very interested in a high European price and other sugar producers who are 

much more interested in getting European subsidised sugar off their markets? 

Mr Peel:   We have not been able to reach a common position on the reform of the sugar 

regime.  We have two primary sugar processing members and they want to keep as close to 

the status quo as they can and would, therefore, favour the Commission Option 1.  The 

majority of FDF members, being secondary processors of sugar, obviously would like major 

reform of the sugar regime and as quickly as possible and they would like to start at Option 2, 

but they would like the timetable to be speeded up and, therefore, those members are looking 

to bring in cheaper sugar from outside.  If I can develop your point about the old 

Commonwealth preference system, this was to us the real problem at Cancún.  If you open up 

the sugar market now, and everybody manages to play the price to their own benefit, the 

European price is something like €735 per tonne, which is what, about £500 per tonne.  

Option 2 of the European Union is pitched at trying to get the price artificially at €450 per 

tonne.  I believe that the open world market price at the moment is around €300.  If we were 

to go straight to the open world market price, and that of course would vary a bit, Brazil and 
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Australia would be the countries that would most benefit.  The countries that would not 

benefit are Mozambique, which I believe would need somewhere around €450 to keep going, 

and many of the old Commonwealth countries, in particular Fiji, Mauritius, Jamaica, 

Swaziland and others.  We realise that most of these are, as you say, old Commonwealth and, 

therefore, the erosion of preferences has to be dealt with very sensitively, very carefully and 

with gains in other areas. Certainly we did not feel at Cancún that there was sufficient 

appreciation about the gains open to the net exporters, like Brazil, against those who have got 

considerable problems if we do go fast to a free-for-all. 

Q91  Lord Taverne:   On a different issue, what is the feeling of our witnesses about the end 

or the expiry of the “peace clause”?  The economists were saying, “Well, on the whole it is 

probably going to be a good thing because it will bring people to their senses”, because you 

will get litigation and that will force them to face reality, but what is the feeling of the 

witnesses? 

Mr Peel:   Well, I actually went to Geneva a fortnight ago because I had just taken over the 

role of chairing the Trade Expert Group of our European food industry body.  There have 

been obviously a number of interested enquiries at the expiry of the peace clause, though 

there is some doubt as to when the peace clause exactly expires and it depends which year end 

you take.  There seems to be a lot of interest, but no new Consultations and no new 

Procedures have yet started.   We understand that there are two reasons for this.  One is that if 

there was a major increase in the number of trade disputes as a result of the expiry of the 

peace clause, that would send a signal that many countries had really given up hope of 

making progress in the Doha Round in the foreseeable future and, therefore, they were 

prepared to go for a much starker option.  The second point, which was made very fairly by 

the Brazilian delegation we met, was that there were many administrative, legal and financial 

problems with launching disputes and I think Brazil has got three disputes already 



17 

outstanding.  They said that even if you can get the basic facts right, you then have to go into 

quite heavy legalistic proofs to show that you have actually got a case to make, and the 

Brazilian delegation made it quite clear to us that this was also a matter of last resort for them 

at this stage, so I hope and I expect that the expiry of the peace clause will not make an early 

difference.   

Mr Haworth:   I would largely agree with that.  I think ever since we have had the peace 

clause, there has been no agreement on how significant it is.  Some people think it has been 

very helpful in keeping down litigation and other people say that it is actually quite limited 

and probably has not made much difference.  It is hard to say, but we would feel that there is 

going to be a period of goodwill which will last at least this year.  At some point patience will 

run out, but we would assume that it would last this year.  Indeed we, the NFU, have put in a 

complaint to the Commission against some of the American practices in oil seed subsidies and 

the Commission, although interested in the NFU claim, have turned it down for the time being 

because they did not want to launch a complaint and they want to keep on with the peace 

clause as though it is still operating.  So I think it is an indication, in this case unwelcome to 

us, that there is a degree of goodwill around. 

Ms Rawling:   If I may just add something there, I think we do believe that the EU was 

absolutely right not to use negotiating capital to keep the peace clause going. 

Q92  Chairman:  Do you think you have done enough to publicise your support for the 

Round? 

Mr Peel:   Probably not, but it is not for want of trying.  One of the reasons that we went to 

Cancún was to be seen to be waving the flag for a multilateral Round.  Our Trade Committee 

is also looking to go to Geneva within the next six weeks to do exactly the same thing.  While 

in Cancún, as I said earlier, we had a lot of contact with British, EU and other officials and 
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indeed we also talked to the press, but it is not newsworthy and we did not obviously gain that 

much publicity. 

Q93  Chairman:  It was only those who were opposing the Round or causing trouble that got 

it. 

Mr Peel:   It is far easier to oppose. 

Ms Rawling:   I think the problem is that a lot of the negative impacts of the Round will be 

very concentrated and, therefore, they make very good stories, whereas the positive impact of 

the Round tends to be a lot of gains across a wide range of people and some of those gains 

may not be very easy to quantify and be specific about at this stage and, therefore, it is not 

news. 

Mr Paske:   Our position, I think, is very similar to the FDF’s on this one in that we were 

very supportive.  We pushed out press releases, did all the normal things that we normally do, 

but unfortunately, as is always the case, regrettably it is not very sexy and it did not get the 

coverage that perhaps it ought to have done. 

Q94  Chairman:  Good news is no news. 

Mr Paske:   Indeed so. 

Q95  Lord Hannay of Chiswick:    Could I go just back to this question of developing 

countries and here I am thinking in particular of the very large group who do not at the 

moment benefit very much from world trade and, therefore, seem to have been rather 

damagingly active in the latter stages of Cancún in a negative way and who, it seems to me if 

we are to have a successful Round, have got to be motivated a bit better to see that there are 

benefits to them in this.  Do either of your two organisations see ways in which the European 

Union, or yourselves for that matter, can get it across to these countries that in fact freer and 



19 

fairer world trade is in their interests and that there will be actual and tangible benefits to 

them from the sorts of things which are being discussed in this Round, not what they have 

previously so often complained about, that they get benefits on paper, but actually nothing 

happens and in things like textiles and so on, the benefits are removed from them?  I know 

this is not your field, but I wonder if you could comment on the scope for the European Union 

taking a more forward position about providing more early and perhaps more rapid benefits to 

developing countries. 

Mr Haworth:   I think underlying that question is a difficult subsequent question about the 

classification of developing countries.  Our view was that the Doha Round was aimed 

specifically at the least developed countries and that is where our support has been to improve 

the position for those countries and the Everything But Arms initiative, is obviously 

something which, although difficult for farmers in this country in some respects, is one that 

we have supported.  It is more difficult, I think, and possibly your question was aimed at this,  

for that group of countries, 21 or whatever number there are at the moment, that are the more 

exporting and competitive-exporting developing countries.  It perhaps is more difficult for us 

to see how an accommodation can be reached or how early gains can be made for those 

countries.  Our focus has been much more on the least developed countries and there we do 

feel that the European Union has already done a lot and will be doing more. 

Ms Rawling:   I think one of the issues is that some of these countries need to feel that they 

have a stake in the outcome of the Round in terms of actually being at the centre of the 

negotiations.  In Cancún, as I understand it, these countries were making statements of their 

position, but were not negotiating.  I think a lot of effort has been put in since Cancún to try 

and get them to realise that the real benefit comes if you actually negotiate.  One of the 

problems, I think, in advance of Cancún was the fact that the EU and the US did a deal which 

echoed the Blair House Agreement at the end of the Uruguay Round as a kind of EU-US 
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stitch-up.  I do not think that was very helpful in getting some of these countries engaged in 

the actual negotiating process, so it would be encouraging to see them coming more into the 

centre of a kind of steering group or something like that actually making these negotiations 

move forward.  I think it would also be very good to see a commitment at the highest political 

level of not only perhaps the G8, but also a group of leading developing countries trying to 

give some high political-level coverage to that kind of process. 

Q96  Lord Taverne:   I want to come back to the question of the EU negotiating position.  I 

am impressed by the replies all four of you have given, that it is much more reasonable than 

has been presented.  Do you think, however, that in order to try and make the Round a 

success, a return to a more successful gathering than at the end of the Round, that the EU 

should modify its position and approach the negotiations rather differently?  Looking at the 

documents the Commission have put forward, they seem to say that really their position is so 

reasonable that there is no great need for further concessions and a different departure.  Do 

you think that tactically they should proceed in a different way?  What do you think ought to 

be the next step by the EU on common agriculture, not on the Singapore issues? 

Mr Peel:   I have a lot of sympathy with the EU approach, that they have put something on 

the table, and I have a lot of sympathy with the complaints of Commissioner Fischler since 

then that all these offers have just been put on the table and pocketed.  What struck me very 

forcibly in the run-up to Cancún is that real negotiations had not actually started, that they 

were putting position papers to the Chairman, they were negotiating through the chair, but 

there was no attempt at a meeting of minds, there was no attempt to negotiate direct.  What I 

think Cancún has done is give everybody the shock necessary to make them realise that they 

are not going to get a Round until they start to negotiate seriously.  I think the EU will be 

looking at further moves it can make and I think it will be looking at the phasing out of export 

subsidies, but there are going to be problems with France and Ireland and probably other 
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countries if they set an end date because that is what nearly stopped the declaration being 

signed in Doha, when was it, two and a half years ago.  I think the EU would also want some 

indication that the Americans were prepared to shift on domestic support and, after all, it is 

only two years ago or less since their Farm Bill.  I think we would want to see, going back to 

the question earlier, some appreciation that the G20 as net exporters should be giving 

something to the least developed countries, that they should be making some move in that 

direction.  I think the EU will certainly have got its next steps programmed, but I think it is 

going to keep this under wraps until it can see other parties coming forward with something of 

their own. 

Q97  Lord Marlesford:   My question follows in a sense from that.  What is the linkage that 

any of you see between the mid-term review of the Common Agricultural Policy and possible 

development in agriculture of the Doha Round? How sustainable would the agreement, such 

as it is, of the MTR be if there are further changes under Doha? 

Mr Haworth:   The reform that was made in Luxembourg last year was based on an 

appreciation or an estimate of what the likely concessions the European Union would have to 

make in the Round.  So it was in a sense an agreement made with the view to being able to 

have a sufficient negotiating position to sign an agreement.  Whether it went far enough, it is 

difficult to say.  Our view is that the decoupling of support is a major step forward, the extent 

and scope of which has been insufficiently appreciated by other negotiating parties.  We think 

that will make a large difference, but whether it will make enough difference will be hard to 

say.  It may be that in some areas it would still be necessary to make subsequent reductions in 

some of our remaining support prices.  That was one thing which was, in fact, rather 

neglected in the reform that took place last year – the proposals to lower support prices which, 

on the whole, were not agreed.  So whether or not we have gone far enough is difficult to say, 

but we feel we have gone pretty much quite a long way down the track. 
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Q98  Lord Jordan:  Again, it is on this taking the matter forward.  My experience of disputes 

is that while everyone says they want an overall agreement, within that there are things that 

they are just not going to move on, although they do not say that.  I thought the very clear 

description of the sugar problem seemed to me to paint one of those almost unbridgeable gaps 

at this stage, certainly for some in the European Union and, particularly, the poorer countries.  

How many of these unbridgeable gaps are there for Europe?  Sugar has been mentioned.  Are 

there one or two or is there a whole raft of them, and are there so many across the round for 

poorer countries that the collapse was inevitable?  If there are a few, big ones, that sort of 

stick in both sides’ craw, is there something Europe can do, some initiative it can take, in 

terms of putting forward transition formulas, based on either exclusion of the really difficult 

issues or on time-solving of those issues? 

Ms Rawling:  I will have the first go at this one.  I think if you look back at the Uruguay 

Round, I do not think any gap is unbridgeable as long as you give it sufficient time and are 

sufficiently aware of what it means in practice on the ground.  If we think back to that time, 

most people would have said that the gap between EU cereal prices and world cereal prices 

was an unbridgeable gap – just too big to deal with.  Whereas, if you look at today, and this is 

perhaps 15 years since we started to tackle that gap, the EU is producing wheat at world 

prices, and last year we exported wheat to the US, which at the time of the Uruguay Round 

would have been unheard of.  So I think it is a question of taking it step-by-step and allowing 

time.  It is not perhaps as quick as we would like in some areas, but I think you can achieve 

things over time. 

Mr Haworth:  Yes, I think we would agree with that.  I do not think there are a lot of 

unbridgeable gaps in the agricultural negotiations.  This goes back to an answer to an earlier 

question, I think that it would have been possible to arrive at an agreement in Cancún had the 

negotiations continued.  So I do not think there are too many of these unbridgeable gaps.  One 
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of the problems that we have now got with these kinds of rounds, which initially were largely 

to do with tariff reductions and were successful in that – is that we have got more and more 

very complicated issues tacked on to those, and whether or not the formula or the process of 

these rounds is the right way of addressing those is, I think, another question.  We would not 

really be competent to answer that question but I think it is a question that has to be asked. 

Mr Peel:  It was clear in Cancún that every country or every group had its basic problems.  In 

the EU, obviously, the mid-term review only covered some of the commodities and the whole 

question of agricultural subsidies still remains the weak point for the EU.  India has problems 

with the reduction of tariff barriers because it does not want to be flooded from outside and, 

therefore, to fail to secure the future of its farmers in particular.  Once we get into the really 

serious negotiations – I go back to my earlier point, I do not believe the serious negotiations 

had really started until the week before Cancún – then these points will start to emerge and 

they can be dealt with.  The problem is that Commissioners Lamy and Fischler will leave 

office on 1 November and between now and then the Americans are running an election.  So 

the Americans are not going to make any significant move before November, and we have got 

an election coming up in India which may be pulled forward.  So, once again, we are hostage 

to the timetables around the world.  However, I think when the real negotiations start to get 

under way these are the problems that will have to be tackled and we may not get a perfect 

round, but I am pretty certain we will get something. 

Q99  Chairman:  You are suggesting that we are not likely to get a round being concluded, 

are you, before this round of elections?  Or you are not? 

Mr Peel:  I think it is most unlikely.  I think the real deadline will be the expiry of the TPA  in 

Congress in early 07, but that has to be renewed early next year so something will have to be 

seen to be done to get Congress to renew TPA. 
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Q100  Lord Jordan:  In this enforced delay we are going to see, what would you advise the 

European Commission to work on – one, two or three items – that could be proposed as an 

initiative that would give some impetus to see a resumption of the talks? 

Ms Rawling:  I do think that we have seen, both from the US and the EU sides, that there is 

an attempt not to let this year be seen as a dead year.  There has been a letter from the US side 

suggesting that certain moves should be taken to try and reached a so-called modalities 

agreement this year, a framework agreement, on agriculture in particular.  The EU side, back 

in the autumn, was suggesting ways of moving forward, in particular about putting the 

Singapore issues aside and concentrating on the core of the round.  I think there is some 

scope, if those moves can be encouraged, to get on and start some of the negotiating process 

this year, with a  recognition that it will not finish and that some of the more tricky aspects 

will have to be left until next year or beyond, but there is no reason why there should not be 

some development this year. 

Q101  Lord Marlesford:  In a sense I almost get the feeling that you believe that agriculture 

is a huge problem for the Doha Round and maybe, somehow, it should try and make progress 

in other areas and conclude the round without allowing agriculture to block it. 

Ms Rawling:  Perhaps I was not very clear on that, but I think it is unlikely there will be a 

round if agriculture is not part of the agreement.  Probably there has to be some movement on 

agriculture before some of the other aspects of the round will slot into place.  I think the 

developing countries have made that clear.  There is almost something of a risk that 

agriculture becomes the symbolic key to unblocking the round.  Before it gets to such a stage 

that it is an “all or nothing” situation, I think some attempt to move the negotiation forward on 

agriculture and show that there are some possibilities of progress there is the key to keeping 

the whole thing on track so that we can pull it together after the end of this year. 
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Q102  Lord Hannay of Chiswick:  The thrust of what you say seems to me to point towards 

governments being encouraged to set a new, more realistic deadline for a conclusion of the 

round, because I think you are both saying that you have got to somehow try and constrain the 

negotiations so as to make people come to a point where they actually negotiate as opposed to 

just making speeches.  In a sense, Cancún is probably a bit doomed because it never really 

was that; nobody ever believed it was the end of negotiation, it was halfway through the 

negotiation and it got itself into a conceptual mess, in my view, because a lot of people 

thought that it was the decisive point and it was not the decisive point.  Would you support 

the setting of a new deadline?  If so, is the most realistic one somewhere about the end of 

2005?  The second question I would like to ask you is, it does seem to me an endless chicken 

and egg situation – who is first and who shows that there is something in it?  Is there any 

scope for unilateral moves or undertakings or commitments of a unilateral kind, which might 

only be realised at the completion of the round, which would make it really attractive to some 

of the developing countries – things like more rapid implementation of certain things that are 

of interest to them, or something like that?  Is there anything that the European Union could 

be doing to break out of the chicken and egg situation? 

Mr Haworth:  Yes, broadly speaking, we would think that these kinds of negotiations can 

only succeed if they do come up against a deadline.  So expecting to make progress when 

there is not a deadline is probably unrealistic, given the negotiating process.  Yes, there may 

be possibilities for some unilateral undertakings.  That is, of course, what the European Union 

did in the run-up to the Doha Round and the actual Doha meeting with the “Everything But 

Arms”.  Maybe there is scope for further ones of those – I do not know.  I can see that it could 

be something that would be helpful to the process. 

Mr Peel:  My Lord Chairman, yes, I would agree that we do need to set another deadline, and 

I would have thought the end of 2005 would have been as good a time as any.  We have the 
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next ministerial meeting which has to be held by September 2005 in Hong Kong, but the date 

for that has not been fixed.  I think we need to get an intermediary step.  They now talk about 

setting benchmark dates rather than deadlines for modalities and things like that in Geneva.  

The idea that I find most attractive is to try and get a small negotiating group so that the EU 

puts somebody forward to negotiate on its behalf - the Americans do that, the G20 do that, the 

G90 do that - and to try and get a small working group of people who can put their heads 

together to see if they can find any common ground between them. What seemed to be one of 

the problems of Cancún was we went straight from individual groups making general 

statements to a full plenary.  What we need is a sort of halfway house, and I think that is what 

the EU could be working on to see if we can get some sort of internal grouping, but not 

exclusively because we do not want to go back into the Green Room-type scenario. 

Q103  Chairman:  Is there any mileage at all for looking at the functioning of the WTO at 

this stage, or not? 

Mr Peel:  I do not think so, my Lord Chairman.  It is a small organisation, I think, with 148 

members, and the days of a powerful director general, like Sutherland, have gone.  I think it is 

up to the negotiating parties to go forward, and that is why I would find that idea I have just 

outlined to be an attractive one to us. 

Q104  Lord Hannay of Chiswick:  Of the two parts of your statement I would agree with the 

first and not with the second.  I understand why it is not sensible to try and reform the WTO 

in the middle of a round, and particularly not in the sense that reform means marginalising a 

lot of people who are already causing difficulties about concluding the round.  I think that 

would be really unwise, and all those calls that came immediately after Cancún seemed to me 

to be totally misplaced.  I do not understand your point about now that the organisation has a 

membership of 142, the days of having an influential and assertive director general have gone.  
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That would lead us, presumably, to elect totally useless secretary generals in the United 

Nations, because there are 192 members of that organisation.  Most of us would consider that 

it is the fact that it has 192 members which creates the need for someone to give a sense of 

direction and a steer. 

Mr Peel:  I think what I am trying to say, my Lord, is that you can no longer dictate from the 

centre.  Certainly, a director general who can cajole and persuade would be helpful, but the 

underlying point I was trying to make was that with 140-odd members you cannot leave any 

country or group of countries out.  I think they recognise that they have to group together.  

We have got the G20, we have the LDCs or G90, or whatever grouping you like to talk about, 

but I do think groupings like Africa will have  to try and appoint a spokesman who they feel 

comfortable with. It is the inclusion of those sorts of people which will be crucial to getting 

progress in the round. 

Mr Haworth:  On the functioning of the WTO, there is one point that the NFU would like to 

make on this.  The WTO has obviously tried to modernise itself; the days of having 

negotiations in a closed Green Room have largely gone.  It has tried to be more open, it has 

tried to be more accountable and transparent and it has tried, above all, to involve the Non-

Governmental Organisations.  That has not actually been very positive because, in our view, a 

lot of these Non-Governmental Organisations are fundamentally opposed to liberalisation and 

any progress.  You have got the environmental NGOs, many of whom mistakenly believe that 

economic development is harmful to the environment, and you have got even some of the 

development NGOs who actually do not want to have a successful round.  These are the 

people who have (a) managed to get a lot of credibility with some of the developing countries 

and (b) have enormous access to the media.  So I think this has been an extremely unhelpful 

development. 

Lord Hannay of Chiswick:  I would agree with that. 
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Q105  Lord Marlesford:  Do you have any estimates of the likely effect of a successful 

round on UK food prices and UK farmers’ incomes? 

Mr Paske:  Food prices is a good deal more easy to look at, my Lord, rather than the income 

side of things because we generally feel that there would be a downward movement in food 

prices, but very often when you have a downward movement in food prices, as the prime 

producer – as you would know only too well from your own experience – that tends to mean 

that our incomes are usually that much lower.  As I say, it is a very difficult one.  Certainly, 

on food prices it is much clearer. 

Mr Haworth:  More volatility, I think, will be the likely outcome. 

Mr Peel:  My Lord Chairman, the cost of the raw material is only one ingredient in the price 

of a processed food – value-added food – but I agree that the pressure would be downwards.  

Of course, with the successful round there would be greater competition as companies and 

food from abroad started to arrive in increasing quantities on the supermarket shelf here.  So I 

think the pressures of competition, which will be to the benefit of the consumer by giving him 

or her extra choice, would certainly be downwards. 

Chairman:  Any further questions from my colleagues?  Any further points you would like to 

make?  Thank you very much indeed.  It has been very interesting. 


