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Executive Summary 

This paper updates our 2011 analysis of agricultural subsidy programs in certain 
advanced developing countries.  The 2011 analysis looked at subsidies in four countries 
– India, Brazil, Turkey and Thailand.  The current study now adds an examination of
China, but is somewhat narrower in scope in that it focuses primarily on wheat, corn 
and rice.  

The 2011 study documented major increases in subsidization in the countries examined 
since 2004.  This trend has continued over the last three years.  The table below shows 
2013/14 price support levels in the countries examined in the study and, for purposes of 
comparison, the United States.   

Support Price Levels 
2013/14 and 2014/15 

Country Wheat Corn Long-grain Rice 

China $384* $361 $438 

India $232 $217 $332 

Brazil $231* $128 $224 

Turkey $351 $310 $648 

Thailand NA NA $4502/ 

U.S.1/ $201 $146 $308 
1/ Reference Prices, Agricultural Act of 2014 
2/ Support price under the Paddy Pledging Scheme 
* 2014/15 support price levels

The subsidy programs in the five countries examined result in levels of support that 
violate those countries’ subsidy commitments under the World Trade Organization 
(WTO), in most cases by large margins.  (We explain in detailed in the body of the report 
methodology we use for calculating each country’s Aggregate Measure of Support 
(AMS).)  The table below summarizes our AMS calculations for the five countries for the 
commodities covered.  Totals for all five countries exceed AMS commitment levels.   

Aggregate Measure of Support 
Billion U.S. Dollars 

Country Wheat Corn Rice Other Total AMS Limit 

China $15.4 - $18.4 $20.6 - $54.4 $12.4 - $37.0 NA $48.4 - $109.8 $0 

India $12.1 - $15.8 $2.5 - $3.8 $13.3 - $28.2 $33.0 $36.1 - $93.4 $0 

Brazil $0.8 0 1/ $0.6 NA $1.4 $0.912 

Thailand NA $0.5 $1.4 - $10.1 NA $1.9 - $10.6 $0.634 

Turkey $5.7 $1.0 $0.3 NA $7.0 $0 
1/ Support below de minimis level 
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In several of the countries, high support levels have resulted in significant increases in 
production and large exportable surpluses.  Because high internal support prices often 
make the countries uncompetitive, some use various forms of export subsidies to dump 
surpluses on world markets.  The paper examines certain export subsidy policies as well. 
We find that the following countries are illegally subsidizing exports:  India (wheat and 
sugar); Brazil (corn, wheat and rice); Thailand (rice); and Turkey (wheat flour).  

Bali Ministerial Decision 

The Bali Ministerial Decision1 on public stockholding and the Council Decision of 27 
November 20142 have obvious implications for this study.  These two Decisions may 
make it possible for some of the countries mentioned to protect certain programs from 
challenge under the provisions of the Uruguay Round Agreement on Agriculture (URAA) 
dealing with limits on domestic support.   

The protection is available only for support programs for staple food crops that existed 
on the date of the Bali Decision.  China, India and Brazil have included references to 
such programs in their previous notifications to the WTO Committee on Agriculture.  
However, the Decision requires Members that wish to benefit from the protection to 
meet certain notification and transparency requirements.  As of the date of the release 
of this report, no Member has attempted to meet those requirements.  Therefore, we 
did not attempt in our AMS calculations or out WTO-consistency analyses to take the 
Decisions into account.  It is worth noting that the Bali Decision offers no protection 
from challenge under the provisions of the URAA or the Agreement on Subsidies and 
Countervailing Measures (SCM Agreement) related to export subsidies, or the adverse 
effects / serious prejudice provisions of the SCM. 

1   Public Stockholding for Food Security Purposes, Ministerial Decision of 7 December 2013, 
WT/MIN(13)/38; http://www.wto.org/english/thewto_e/minist_e/mc9_e/desci38_e.htm. 
2 Public Stockholding for Food Security Purposes, Decision of 27 November 201, WT/GC/W/688; 
http://wto.org/english/thewto_e/minist_e/mc9_e/nov14stockholding_e.htm. 

http://www.wto.org/english/thewto_e/minist_e/mc9_e/desci38_e.htm
http://wto.org/english/thewto_e/minist_e/mc9_e/nov14stockholding_e.htm
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Introduction 

In 2011, DTB Associates undertook a multi-client study of agricultural support programs 
in India, Brazil, Turkey and Thailand.  That study documented significant recent 
increases in subsidization in each of the countries and concluded that all four were out 
of compliance with their obligations under the URAA. This paper examines policy 
changes that have taken place over the past three years in the four countries covered in 
the original study, and it looks at the situation in China as well.  It is somewhat narrower 
in scope than the original study in terms of commodity coverage.  

Context 

As we noted in the 2011 study, there have been major increases in subsidization in 
many advanced developing countries over the past decade.  Support in many of these 
countries is now as high or higher than subsidy levels in many developed countries.  The 
table below shows 2013/14 support levels in the countries examined in this study and, 
for purposes of comparison, the United States.   

Support Price Levels in Advanced Developing Countries 
And the United States 
2013/14 and 2014/15 

Country Wheat Corn Long-grain Rice 

China $384* $361 $438 

India $232 $217 $332 

Brazil $231* $128 $224 

Turkey $351 $310 $648 

Thailand NA NA $4502/ 

U.S.1/ $201* $146 $308 
1/ Reference Prices, Agricultural Act of 2014 
2/ Support price under the Paddy Pledging Scheme, which was suspended in 2014 
* 2014/15 support price levels

These countries are major producers, consumers and, in many cases, exporters of 
agricultural products. Their policies can have global impact.  However, the extent to 
which the policies violate WTO obligations has been obscured by the fact that some of 
the countries are delinquent in reporting their subsidy programs to the WTO, and use 
faulty methodologies in the notifications they do submit, thereby underestimating the 
true level of support provided. 

Not surprisingly, the run-up in subsidies has resulted in significant increases in 
production and, in many cases, big exportable surpluses.  However, high support prices 
often make these countries uncompetitive.  Therefore, they use various forms of export 
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subsidies to dump surpluses on world markets.  This paper examines those policies as 
well.   

AMS Methodology 

All WTO member countries have accepted binding obligations regarding level of 
domestic support.  Countries that participated in the Uruguay Round negotiations 
submitted their AMS calculations at the end of the negotiation, and their level of 
commitment – their AMS limit – was fixed based on the data submitted.  Countries that 
acceded to the WTO after the conclusion of the Uruguay Round negotiated an AMS 
limit.  Each country is required to calculate annually its level of support, using the AMS 
methodology contained in Annex 3 of the URAA, and to ensure that their support does 
not exceed their AMS limit. 

AMS disciplines cover types of policies that were considered by Uruguay Round 
negotiators to be the most trade-distorting – the so-called “amber box” policies.  All 
support programs belong in the amber box unless they are specifically excluded under 
the agreement.  The biggest category of excluded policies is the “green box,” which 
covers minimally trade-distorting, decoupled programs that meet the criteria listed in 
Annex 2 of the URAA.  Also excluded are programs with production-limiting features – 
the so-called “blue box” programs – that meet criteria spelled out in Article 6.5 of the 
URAA.  In developing countries, generally available investment subsidies (e.g., 
subsidized credit) and input subsidies that are generally available to low-income or 
resource-poor producers are also exempt from discipline under Article 6.2.  We have 
only included amber box programs in our AMS calculations for this paper. 

For most amber box programs involving direct payments to producers (e.g., input 
subsidies, acreage payments, coupled direct payments) the AMS methodology is simple. 
The level of support is measured in terms of government outlays for the program.  The 
method of calculating support from price support programs is a little more complicated: 

8. Market price support:  market price support shall be calculated using the
gap between a fixed external reference price and the applied
administered price multiplied by the quantity of production eligible to
receive the applied administered price.  Budgetary payments made to
maintain the gap, such as buying-in or storage costs, shall not be included
in the AMS.

9. The fixed external reference price shall be based on the years 1986 to
1988 and shall generally be the average f.o.b. unit value for the basic
agricultural product concerned in a net exporting country and average
c.i.f. unit value for the basic agricultural product concerned in a net
importing country in the base period.  The fixed reference price may be
adjusted for quality differences as necessary.  (URAA, Annex 3)
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In other words, to calculate the level of support from a price support program, a country 
must determine the gap between the administered price (i.e., the support price) and a 
fixed external reference price, and then multiply that price gap by the level of eligible 
production.  In the case of deficiency payment schemes, which involve direct payments 
to producers but which use a support price to determine the level of payment, countries 
may use either the price gap methodology or budget outlays to determine the level of 
support.   

The rationale behind the price-gap formula is clear.  Price support systems provide a 
benefit to all producers by establishing a price floor.  The benefit is roughly equal to the 
difference between the internal price and the world price.  Government outlays – e.g., 
expenditures for purchasing products at the support level – are not an accurate 
measure of the benefits to producers.  The methodology uses fixed reference prices in 
order to limit the number of variables and simplify the task of complying with 
commitments.  Barring big swings in level of production, a country can reduce its AMS 
simply by lowering its support price. 

A country is not required to count all amber box support against its AMS limit.  If the 
level of support is less than the de minimis threshold – i.e., 5% of the value of 
production in the case of developed countries and 10% in the case of developing – the 
support is excluded from the AMS calculation.  In the case of product-specific support – 
i.e., subsidies and price supports that benefit one commodity or a limited number of
commodities – the threshold is 5% (10%) of the value of production of the commodity 
concerned.  In the case of non-product-specific support, the threshold is 5% (10%) of the 
total value of agricultural production.  If support exceeds the de minimis threshold, all 
support – not just support above the threshold – must be included in the AMS 
calculation.  The sum total of all amber box support is called the Current Total AMS. 

Although the AMS methodology is fairly simple, it is also somewhat controversial.  Some 
countries, including all those covered by this study, have used methods of calculation 
that appear to be inconsistent with the URAA.  Most of the controversy involves the 
price support methodology, especially the meaning of the term “eligible production” 
and the determination of the fixed external reference price. 

Eligible production 

As indicated above, the level of support from price support programs is determined by 
multiplying the gap between the support price and a fixed external reference price by 
“eligible production.”  Many countries, including the U.S. and the EU, use total 
production in the equation, since the system supports the price of all production.  
However, some countries have only used quantities purchased by government or 
maximum quantities authorized for purchase rather than total production.  Obviously, 
such an approach can greatly reduce the level of support notified to the WTO. 



Agricultural Subsidies in Key Developing Countries:  November 2014 Update 

DTB Associates, LLP   7 

This issue has been examined in WTO dispute settlement.  It was one of the key issues in 
the case Korea- Measures Affecting Imports of Fresh, Chilled and Frozen Beef (Korea – 
Beef).  Korea had used government purchases in calculating its level of support for beef.  
The complaining countries, which included the U.S., argued that the URAA methodology 
required Korea to use total production.  The Panel agreed with the complainants.  Below 
is the key passage from the Panel report:   
 

 827. It is worth recalling that the quantification of market price 
support in AMS terms is not based on expenditures by 
government.  Market price support as defined in Annex 3 can exist even 
where there are no budgetary payments.[1]  Market price support gauges 
the effect of a government policy measure on agricultural producers of a 
basic product rather than the budgetary cost of that measure borne by 
government.  In general, with market price support programmes, all 
producers of the products which are subject to the market price support 
mechanism enjoy the benefit of an assurance that their products can be 
marketed at least at the support price.  Therefore, the minimum price 
support will be available to all marketable production of the type and 
quality to which the administered price support programme relates, 
including where actual market prices are above the administered 
minimum price level.  There may, of course, be circumstances where 
eligible production may be less than total marketable production, as for 
example where the minimum price support is only available to producers 
in certain disadvantaged regions.  Another possible example would be 
where there is a legislatively predetermined, non-discretionary, limitation 
on the quantity of marketable production that a governmental 
intervention agency could take off the market at the administered price 
in any year.  In the latter case, the particular design and operation of the 
price support mechanism would have to be taken into account in 
determining eligible production, since even governmental purchases at a 
level below the legislatively predetermined quantity limit could, 
depending on market conditions, suffice to maintain market prices at 
above the minimum levels for all marketable production.  Hence, with 
these qualifications, eligible production for the purposes of calculating 
the market price support component of current support should 
comprise the total marketable production of all producers which is 
eligible to benefit from the market price support, even though the 
proportion of production which is actually purchased by a 
governmental agency may be relatively small or even nil. 

[1] Paragraph 8 of Annex 3 explicitly notes that "[b]udgetary payments made to maintain 
this gap [between a fixed external reference price and the applied administered price], 
such as buying-in or storage costs, shall not be included in the AMS. 

. . . . . . . . 
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"Eligible/actual production" 

831. The Panel finds that Korea has used an incorrect figure for 
the level of eligible production in its calculation of market price support. 
Korea argues that it used the actual production to calculate its market 
support.  The language of paragraph 8 of Annex 3 makes it clear that it is 
the quantity of production which is "eligible" to receive the benefit of the 
price support provided through the applied administered price which is 
relevant.  The actual quantity of purchases is not relevant in the 
calculation of market price support.  Korea, by indicating its intent to 
purchase specified quantities, made them eligible to receive the applied 
administered price, and consequently affected and supported the price 
of all such products. 

832. As mentioned, the fact that not all eligible production was 
actually purchased by the government is irrelevant.  This interpretation 
of the eligibility of production for price support is confirmed by the 
language in the last sentence of paragraph 8 of Annex 3, which states 
that the provision is not concerned with the actual amount of budgetary 
outlays.  It is the market price support provided by the government 
measure that is the focus of the provision, since it is marketable 
production as a whole which benefits from this type of support.3   

 In other words, the Panel found that, except in certain specific circumstances, all of 
production, not just the amount of product procured by government, should be used in 
the calculation of the AMS for a price support program.  The Appellate Body upheld the 
Panel’s finding that Korea had erred by basing its calculations on government purchases 
alone.  However, the Appellate Body found that “eligible production” is the quantity “fit 
or entitled” to be purchased and indicated that a country could limit eligible production 
by establishing a maximum purchase quantity.   

Most of the erroneous calculations discussed below involve the use of government 
purchases.  In the one case involving a legislatively pre-determined quantity limit (Thai 
rice), we used total production in our calculation because we determined the quantity in 
question was sufficiently large to ensure that the market price remained above the 
support level.  In other words, we agree with, and have based this analysis on, the 
Panel’s interpretation of the AMS methodology. 

3 WT/DS161/R, emphasis added. 
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External Reference Prices 

We identify in this paper several cases where we believe the countries examined used 
inappropriate fixed external reference prices in their calculations.  Annex 3 of the URAA 
(quoted above) instructs countries to use as a reference price “the average f.o.b. [Free 
On Board] unit value . . . in a net exporting country and average c.i.f. [Cost Insurance and 
Freight] unit value . . . in a net importing country in the base period [i.e., 1986-88].”  
Most countries with price support programs included fixed external reference prices in 
the data they submitted at the end of the Uruguay Round.  

The Korea – Beef case also dealt with the issue of reference prices.  The Panel noted that 
Korea had not notified an external price in its Uruguay Round documentation and had 
overestimated its external price in subsequent domestic support notifications, thereby 
decreasing the level of support resulting from its price support calculation.  The 
Appellate Body agreed with the Panel’s finding and recommended the use of an 
alternative lower external reference price.   

These findings set a precedent that is important for this study.  Countries are not free to 
set their reference prices unilaterally.  If a country selects a price that is inconsistent 
with the URAA methodology, that price is subject to challenge.  In such cases, we used 
both the country’s notified external prices and an alternative reference price that we 
have calculated using Global Trade Atlas or other reliable data.   
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China 
 
Over the last decade China has pursued a policy of using subsides to expand production 
of grains and other arable crops to meet growing domestic demand.  China’s pursuit of 
“self-sufficiency” in grain is made clear in numerous official government documents, 
including the Eleventh (2006-2010) and Twelfth (2011-2015) Five Year Plans, the 
National Development and Reform Commission’s 2009 publication, “National Plan for 
the Expansion of Grain Production,” and especially in the State Council No. 1 documents 
outlining annual agricultural policy.  
 
At the annual Central Economic Conference in December 2013, President Xi Jinping said 
that, while continuing to pursue a policy of grain production self-sufficiency, the 
government would start to allow for “moderate” imports of feed grains.4  Despite these 
comments, however, throughout 2014 China has effectively shut down imports from its 
largest feed grain supplier, the United States, over concerns about a biotech corn 
variety, MIR 162.  
 
China’s 2014 No. 1 document, laying out the country’s agricultural policy objectives for 
the current year, focuses heavily on the need for “grain security”, and the use of 
subsidies to achieve that goal.5  One of the more striking comments in the 2014 No. 1 
document is contained in a section entitled “Perfect the National Grain Security 
Guarantee System”, which states that “agricultural production should be increased 
continuously, and basic self-sufficiency of grain and absolute grain security should be 
ensured.”6  The No. 1 document describes the importance of subsidies for grain security 
and self-sufficiency, while acknowledging the need for imports to “supplement domestic 
grain supply”.7 
 
China is in fact using a variety of policy tools to achieve its self-sufficiency goal for arable 
crops.  These policies include but are not limited to price support programs, direct 
payment programs, input subsidies, seed subsidies, farm machinery subsidies, as well as 
provincially funded subsidies.  However, the central pillar in China’s subsidy policies for 
grain farmers is the price support program.  The price support program is used for all of 
the products examined in this study: corn, wheat and rice.8   For wheat and rice, the 
support price program is applied on a permanent and regularly announced basis. In the 
case of corn, the government operates what it refers to as a “temporary reserve 
program.”  While the price support program for corn may be called “temporary” and be 

                                                 
4 FAS Beijing Grain and Feed Annual, CH14016, April 2, 2014.  
5 FAS Beijing report, “The 2014 No. 1 Document of the CCCPC and the State Council”. CH 14014, March 5, 
2014.  
6 Ibid, page 3.  
7 Ibid, page 5, “Strengthening the Agricultural Support and Protection System”.  
8 China recently moved from a price support program to a direct payment subsidy program, utilizing a 
target price, for soybeans and cotton.  The Chinese government has reportedly discussed expanding this 
program to include grain, depending on how it works for soybeans and cotton.  
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announced on a more ad hoc basis than wheat and rice (i.e. price support 
announcements are typically made during, rather than before, the start of the 
marketing year), the price support program for corn has resulted in large government 
procurement and stocks, and has the same kind of trade distorting impact as price 
support programs for the other crops examined.     

While the level and frequency of China’s price support procurement activities vary from 
commodity to commodity, all of the price support programs examined in this study seek 
to maintain domestic prices at levels that ensure producer profitability.  All of the 
programs are designed to trigger government procurement when prices fall below a 
designated support price level. Commodity producers know they will receive the 
minimum price, even in conditions that would otherwise drive market prices down.  
These programs generate significant increases in crop production, create major 
distortions in trade, and because of the massive volume of Chinese production, drive 
down prices for farmers around the world, including in the United States.  

The graph below displays the rapid increase in China’s price supports for corn, wheat 
and rice over the last ten years.  

Key Subsidy Programs 

For each commodity we examine three different types of amber box product-specific 
subsidies: price support; direct and indirect subsidies; and input subsidies. 

Price Support 

The National Development and Reform Commission (NDRC) is responsible for the 
establishment of support price levels (i.e. “minimum purchase prices”) for grains, in 
consultation with the Ministry of Agriculture.  The NDRC is a macro-economic planning 
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agency under the State Council, and has broad administrative and planning control over 
the economy.  While the NDRC is responsible for the establishment of support prices for 
grain and other products, the actual announcement of support levels is frequently made 
by the state-controlled press.   
 
The State Administration of Grain (SAG) is in charge of general policy-making with 
regard to the price support system for grains, including corn.  The China Grain Reserve 
Corporation (SINOGRAIN) is a state-owned enterprise in charge of the grain reserve’s 
operational management, including maintaining storage and ensuring grain quality and 
storage safety.   SINOGRAIN is also responsible for actual procurement and sale of grain 
from the reserve.  In addition, beginning in 2010, the China National Cereals, Oils and 
Foodstuffs Corporation (COFCO) and the China Grain and Logistics Corporation were 
also authorized to make intervention purchases. 
 
WTO Considerations 
 
In its most recent WTO notification, which covers the years 2005 through 2008, China 
used the market price support methodology from paragraph 8 of Annex 3 of the URAA 
in calculating its AMS for wheat and rice, but not for corn.9  However, in its calculations 
for wheat and rice China used quantities purchased rather than total production as the 
basis for its calculation, an approach that is clearly inconsistent with the methodology 
established in the URAA, as indicated above.   
 
Other Amber Box Programs: Direct and Indirect Subsidies 
 
Direct Subsidies. China has paid direct subsidies to grain producers since MY 2004.  
Subsidies were formerly paid in the form of direct cash payments to farmers, but as of 
2009 the subsidies have been provided through an “All in One” card which allows for the 
electronic deposit of the funds in the farmer’s card account.10  The payments are made 
by the Ministry of Finance officials stationed at the local level, in coordination with 
provincial and local level officials.   Under the former direct payment program, local 
government officials reportedly siphoned off a significant portion of the payments 
before they reached the farmers.  The “All in One’ card has helped to correct this 
problem.11  
 
The definition of “grain” for purposes of the direct subsidy consists of corn, sorghum, 
wheat, rice, soybeans, sorghum, millet and potatoes.  However, only in the case of corn, 
wheat and rice are direct subsidies provided to farmers in all eligible provinces. The 

                                                 
9 G/AG/N/CHN/21.  October 13, 2011.   
10 The “All in One” payment card system was implemented through the MOF’s “Administrative Rules for 
the Management of the Direct Subsidy Fund for Grain Producing Farmers CaiJian [2009] No. 801”, 
November 17, 2009.  
11 Funds allocated to the “All in One Card” can be used in any manner the farmer wishes, and do not 
necessarily have to be used on agricultural enterprises.  
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direct subsidy amount is allocated based on the area under cultivation and varies among 
provinces and localities.  

Annex 2, Paragraph 6 of the URAA provides criteria under which direct payments may 
be excluded from the AMS calculation.  In order to qualify for exemption, such 
payments must not be related to the product produced (i.e. must be available to all 
agricultural products), and cannot require production in order to receive the payment.  
Because they are paid for production of a select group of arable products, and are paid 
on the basis of area produced, China’s direct payments fail to meet the criteria for 
exclusion under Annex 2, and cannot be exempted from the AMS calculation based on 
any other provisions in the URAA. 

If China’s direct subsidies to crop farmers are considered amber box, and included in the 
AMS calculation, the question remains as to whether they are product-specific or non-
product-specific amber box subsidies. In light of the significant arable crop exclusions 
from eligibility for the subsidy, including most oilseed crops, we have taken the view in 
this study that these subsidies should be considered product-specific.   

WTO Panel and Appellate Body conclusions in the WTO dispute settlement case, United 
States – Subsidies on Upland Cotton provides a basis for finding these subsidies product-
specific.12  Both the Panel and Appellate Body found in this case that the effect of 
excluding certain products from direct payment programs was to “channel” production 
toward non-excluded crops.13  While neither the Panel or Appellate Body was trying to 
make a determination as to product- vs. non-product-specific status of the U.S. direct 
payments, the finding that subsidies with exclusions tend to encourage the production 
of non-excluded commodities lends credence to the argument that such subsidies 
should be viewed as product-specific, in that they tend to encourage the production of 
specific commodities.   

Expenditures under the program are addressed individually in each commodity section. 
Since the subsidy is paid to the eligible products on a per-area basis, we allocate each 
commodity’s share based on the percentage of harvested area that it accounted for 
among the eligible products.14   

Input Subsidies. China first implemented these subsidies, referred to as the 
“Agricultural Material Subsidy,” in 2006.  The subsidy is intended to cover a number of 
input costs, but the predominant ones are fuel and fertilizer,15 and the annual subsidy 
amount is indexed to changes in the prices of fuel and fertilizer.  Provincial Ministry of 

12 “United States-Subsidies on Upland Cotton”.  WT/DS267, WTO Panel Report, April 16, 2004.  WTO 
Appellate Body Report, WT/DS267/AP/R. March 3, 2005. 
13 WTO Panel Report, U.S. Cotton, Para 7.367. 
14 In the allocation of area for purposes of calculating subsidy amounts, actual annual area was used for 
corn, wheat and rice, the primary recipients of the subsidy.     
15 Other inputs covered by this subsidy are pesticides and mulch.   
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Finance officials set provincial level rules for the allocation of the subsidy, taking into 
account farm size, and local fuel and fertilizer costs.  Regulations indicate that the 
subsidy is provided to major grain producing provinces.  

Article 6.2 of the URAA provides an exemption for developing countries in the case of 
input subsidies that are generally available to low-income or resource-poor producers.  
However, in China’s WTO Accession Working Party report (WT/MIN01/3), China makes 
the following commitment:  

“In implementing Article 6.2 and 6.4 of the Agreement on Agriculture, the 
representative of China confirmed that while China could provide support 
through government measures of the types described in Article 6.2, the amount 
of such support would be included in China's calculation of its Aggregate 
Measurement of Support ("AMS").  He noted that China's Total AMS 
Commitment Level was set forth in Part IV, Section I of China's Schedule.” 16 

Commitments made in WTO Working Party reports are viewed as binding obligations 
and so it would be correct to include input subsidies in the AMS calculation.  Also, for 
the reasons noted in the discussion on direct payments above, we treat input subsidy 
for grain as a product-specific payment. 

The central government reports expenditures on the input subsidy on an aggregated 
basis – that is, payments are not differentiated by product.  Area is the key factor in 
allocating the input subsidy to farmers.17  As with the direct subsidy, we have therefore 
allocated the subsidy based on area accounted for by the product in question relative to 
area for all eligible crops.  

Other Non-Product-Specific Subsidies 

This report’s target commodities also benefit from a number of the non-product-specific 
subsidies including the improved seed subsidy, the Agricultural Machinery Purchase 
subsidy, and Agricultural Insurance Subsidies.  We do not include these subsidies in our 
calculation of the product-specific AMS. 

Exchange Rates 

As a technical note, unless otherwise indicated, all annual data in renminbi (RMB) are 
converted to dollars using annual exchange rates contained in USDA’s Economic 
Research Service Agricultural Exchange Rate Data Set.  

16 China’s WTO Accession Working Party report (WT/MIN01/3), para 235. 
17 MOF,NDRC, MOA joint regulation on Administration of the Agricultural Material Subsidy, April 19, 2009. 
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Corn 

The central component of China’s subsidy regime for corn is its price support program. 
As noted, the price support program for corn can be distinguished from those for wheat 
and rice, in that it is referred to as a “temporary reserve program”, with the 
announcement of the price support taking place during the marketing year (MY), based 
on supply and demand conditions.   However, the essential objective of the program is 
the same – to ensure a minimum price level for the grain producer.    

In recent years, the Chinese government has, as a regular practice, intervened in the 
domestic corn market on a large scale to support corn prices.  As of April 2014, the 
government had purchased 61 million MT of corn during MY 2013/14 under the 
temporary reserve program, representing about 28 percent of domestic corn 
production, doubling the purchases of the prior year, MY 2012/13, when the 
government purchased 30 million MT of corn, or around 14 percent of production. 

Price Support Program 

Regulations related to the establishment of a grain reserve were issued in 2003, and first 
implemented for corn in MY 2008/09.  When support prices are announced, the funding 
for the program is provided from the central government to provincial authorities for 
implementation.  The support price for MY 2013/14 was announced in November 2013. 
Purchases were, as a matter of policy, limited to the major corn producing provinces of 
Heilongjiang, Jilin, Liaoning and Inner Mongolia18.  

Corn Support Price 
MY 2010-2013 

Per MT 

2010 2011 2012 2013 

1800 RMB 1980 RMB 2120 RMB 2240 RMB 

$265 $306 $335 $361 
Source: FAS GAIN reports.   
RMB/Dollar exchange rate conversion based on average exchange rate for each year. 

Notwithstanding the fact that China’s price support program for corn is called a 
“temporary reserve program”, and that price support announcements for corn are 
made on an ad hoc basis, taking into consideration annual supply and demand 
conditions, the program is clearly a market price support program of the kind covered 
by Annex 3.8 of the URAA.  The primary purpose and effect of the price support regime 
for corn is certainly the same as those for wheat and rice – to raise domestic producer 
prices.  Moreover, although China refers to it as temporary, the program has been 

18 China has reportedly established the same support price for MY 2014. 
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employed every market year since 2008 in which market prices warranted it.   High 
support prices have had a dramatic effect on production.  Since China first implemented 
price support for corn in 2008, production has increased from 165 million MT to 220 
million MT, a 33% production increase over five years.  

AMS Calculation for China’s Price Support for Corn 

The price support program for corn covers four provinces, Jilin, Heilongjiang, Liaoning 
and Inner Mongolia.  These provinces account for about 37 percent of corn production.  
Since there is evidence that the program raises the price of corn in all of the country, 
not just the four provinces where intervention takes place, we believe it is appropriate 
to use 100 percent of production in the calculation of the AMS for the price support 
scheme. This methodology is used in the first of the two tables, below.  However, in the 
second table, we have used 37 percent of corn production as the basis for the AMS 
calculation, reflecting production in only the four provinces where the price support 
operates.  

In addition, we have used two different external reference prices in the two tables 
below.  The first uses the external price that China notified to the WTO, which we regard 
as inflated. The second is based on our independent calculation of the external 
reference price for corn in the 1996-98 base period, making use of Global Trade Atlas 
data19.  Using the independently calculated reference price based on GTA data 
significantly widens the price gap, and therefore the AMS calculation, for the price 
support program.   

Price Support AMS Calculation for Corn 
100% of corn production 

(prices per MT) 

1) Administered
Price, 2013/14 

1/

2) Fixed
External 

Reference 
Price  2/ 

3) Alternative
Fixed External 

Reference Price 
3/

4) 
Production 
(2013/14) 4/ 

5) Level
of

support 
(1-2) X 4 

6) Level
of

Support 
(1-3) X 4 

2240 RMB 1198 RMB 892 RMB 
217 MMT 

226 b 
RMB 

292 b 
RMB 

$361.21 $194.30 $143.87 $36.2 b $47.1 b 
1/ Source: FAS GAIN reports, average support price.   
2/ WT/ACC/CHN/38/Rev3 
3/ Global Trade Atlas, average FOB China price for corn, 1996-1998 
4/ Official USDA estimate 
Exchange rate:  $1 = RMB 6.20. July 2013, www.xe.com.   

19 The source for GTA China data is China Customs. 
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Price Support AMS Calculation for Corn 
37% of corn production 

(prices per MT) 
 

1) Administered 
Price, 2013/14 

1/ 

2) Fixed 
External 

Reference 
Price  2/ 

3) Alternative 
Fixed External 

Reference Price 
3/ 

4) 
Production 
(2013/14) 4/ 

5) Level 
of 

support 
(1-2) X 4 

6) Level 
of 

Support 
(1-3) X 4 

RMB 2240 RMB 1198 RMB 892  
80 m MT 

RMB 
83.3 b 

RMB 
107.8 b 

$361.21 $194.30 $143.87 $13.3 b $17.3 b 
1/ Source: GAIN reports.    
2/ WT/ACC/CHN/38/Rev3 
3/ World Trade Atlas, average FOB China price for corn, 1996-1998 
4/ Official USDA estimate 

 
The estimates of the AMS for China’s 2013/14 price support for corn thus range from 
RMB 83.3 billion – RMB 292 billion ($13.3 billion – $47.1 billion).  As noted, China last 
notified the WTO of its agricultural subsidies for 2008, and in that notification it did not 
indicate a price support for corn.  
 
Other Amber Box Programs: Direct and Indirect Subsidies 
 
Direct Subsidies. Expenditures under the program are listed in the table below.  Since 
the subsidy is paid to the eligible products on a per-area basis, we have allocated a 
subsidy amount to corn based on the percentage of harvested area that corn accounted 
for among the eligible products. 
 

Total Payments and Estimated Payments to Corn 
Direct Payment Program 
Calendar Year 2008-2013 

 

 2008 2009 2010 2011 2012 2013 

Total Payments RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

$2.17 b $2.21 b $2.23 b $2.33 b $2.39 b $2.43 b 

Corn Percentage 35% 35% 36% 36% 37% 37% 

Estimated 
Payments to Corn 

RMB 
5.285 b  

RMB 
5.285 b  

RMB 
5.436 b  

RMB 
5.436 b  

RMB 
5.285 b  

RMB 
5.587 b  

$0.761 b $0.773 b $0.802 b $0.841 b $0.884 b $0.902 b 
Source: FAS GAIN Reports  
RMB expenditures converted to U.S. dollars using average annual exchange rates. 
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Indirect Subsidies. As noted, Corn also benefits from indirect subsidies on inputs, 
especially fuel and fertilizer. The impact of these subsidies is reflected in the following 
table. 
 

Total Payments and Estimated Payments to Corn 
Fuel/Fertilizer Subsidies for Arable Crops 

Calendar Year 2008-2013 

 2008 2009 2010 2011 2012 2013 

Total 
Payments 

63.8 b 
RMB 

75.6 b 
RMB 

83.5 b 
RMB 

86.0 b 
RMB 

107.8 b 
RMB 

107.1 b 
RMB 

$9.2 b $11.1 b $12.3 b $13.3 b $17.07 b $17.2 b 

Corn 
Percentage 

 
35% 

 
35% 

 
36% 

 
36% 

 
37% 

 
37% 

Estimated 
Payments 

to Corn 

22.3 b 
RMB 

26.4 b 
RMB 

30.0 b 
RMB 

30.9 b 
RMB 

39.8 b 
RMB 

39.6 b 
RMB 

$3.21 b $3.87 b $4.44 b $4.71 b $6.32 b $6.40 b 
Source: FAS GAIN reports    

 
Corn Purchase Subsidies. According to the USDA/FAS Beijing Grain and Feed Annual 
Report, the government paid end users in southern China coastal provinces a subsidy of 
140 RMB MT ($22.60) for the purchase of corn produced in China’s main corn 
production provinces in the northern part of the country. This subsidy was provided to 
make domestically produced corn more competitive in southern coastal provinces that 
otherwise might import less-expensive corn from outside the country.  The end user 
subsidy for the purchase of corn would be considered amber box for purposes of WTO 
agricultural subsidy disciplines.20 In order to calculate an AMS for this subsidy, 
information would be needed on the amount of corn purchased using the subsidy in 
southern provinces, which is not available. Moreover, because the subsidy was 
apparently discontinued as of June 2014, we are not including it in our calculation of the 
AMS for corn.   
 
  

                                                 
20 Such a subsidy would also likely be a violation of GATT Article III, which requires that imported product 
be accorded treatment no less favorable than that accorded like domestic product. 
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AMS for Corn  
Calculated on 100% of Production 

MY 2013/14 

Program 
AMS 
RMB 

AMS 
$ 

1) Price support (MY 2013/14) RMB 226 - 292 b $36.2 - 47.1 b 

2) Direct Payments RMB 5.5 b $0.90 b 

3) Input Subsidies RMB 39.6 b $6.40 b 

TOTAL AMS RMB 271.1- 337.1 b $43.5 – 54.4 b 

DE MINIMIS THRESHOLD1/ RMB 41.5 b $6.7 b 
1/ Calculation de minimis threshold:  Value of production 2013/14:  217 million MT x $363.72 (average domestic price 
based in Feb 2014 on FAS data) = $78.9 billion   $78.9 billion x .085 = $6.7 billion 
De minimis threshold: $6.7 billion 

AMS for Corn 
Calculated Based on 37% of Production 

Program AMS 
RMB 

AMS 
$ 

1) Price support (MY 2013/2014) RMB 83.3 – 107.8 b $13.3-17.3 b 

2) Direct Payments RMB 5.5 b $0.90 b 

3) Input Subsidies RMB 39.6 b $ 6.4 b 

TOTAL AMS RMB 128.4 – 152.9 b $20.6 – 24.6 b 

DE MINIMIS THRESHOLD1/ RMB 41.5 b $6.7 b 
1/ Calculation de minimis threshold:  Value of production 2013/14:  217 million MT x $363.72 (average domestic price 
based in Feb 2014 on FAS data) = $78.9 billion   $78.9 billion x 0.085 = $6.7 billion 
De minimis threshold: $6.7 billion 

Using either full corn production or 37 percent of production, China’s AMS for corn is far 
above de minimis levels, and must therefore be included in its current total AMS.  
China’s AMS binding is zero, so subsidies for corn, by themselves, violate its AMS 
commitment. 

Wheat 

Like corn, wheat receives a number of amber box product-specific subsidies that 
contribute to China’s AMS, including price support, direct and indirect subsidies. 

Price support Program 

Although regulations related to the establishment of a grain reserve were first issued in 
2003, a price support program for wheat was not actually implemented until MY 2006.  
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When support prices are announced, the funding for the program is provided from the 
central government to provincial level authorities for implementation.  Until MY 2012, 
there were two different support prices for wheat in China, covering red and white 
wheat; since then, support prices for the two types of wheat have been set at the same 
level.       

Support Price for Wheat 
 MY 2008-2014 

Wheat 
Type 2008 2009 2010 2011 2012 2013 2014 

Red 
Wheat 

RMB 
1440 

RMB 
1660 

RMB 
1720 

RMB 
1960 

RMB 
2040 

RMB 
2240 

RMB 
2360 

$207.49 $243.50 $254.44 $303.31 $323.62 $361.87 $383.74 

White 
Wheat 

RMB 
1540 

RMB 
1740 

RMB 
1800 

RMB 
1900 

RMB 
2040 

RMB 
2240 

RMB 
2360 

$221.90 $254.76 $266.27 $294.03 $323.62 $361.87 $383.74 

Wheat 
Average 

RMB 
1490 

RMB 
1700 

RMB 
1760 

RMB 
1930 

RMB 
2040 

RMB 
2240 

RMB 
2360 

$214.69 $249.13 $260.35 $298.67 $323.62 $361.87 $383.74 
Source:  FAS GAIN reports.  
RMB/Dollar exchange rate conversion based on average exchange rate for each year. 

Price support programs of the kind China uses for wheat are unquestionably amber box 
subsidies that should be included in the calculation of the AMS. Annex 3, Paragraphs 8 
and 9 of the URAA provide specific instructions on the calculation of the AMS for price 
support schemes like the one China uses for wheat.   

In its AMS for 2006-2008, China included a market price support calculation that used 
the URAA methodology outlined in Annex 3, paragraph 8-9 to calculate an AMS for the 
price support.21  For an administered price, China used the average of the support price 
for red and white wheat in 2008, and for an external price, it used the external price it 
had notified at the time of its WTO Accession.  This generated a negative price gap, so 
that the AMS for the price support scheme was zero in the notification.   

China’s price support program for wheat covers six provinces, Henan, Hebei, Jiangsu, 
Anhui, Shandong and Hubei.  These provinces account for 77 percent of wheat 
production.  In addition, other wheat producing provinces may implement the program 
at their discretion.  Since there is evidence that the price support raises the price of 
wheat in all of China, not just the provinces where intervention takes place, we believe 
it is appropriate to use 100 percent of production in the calculation of the AMS for the 
price support scheme. This methodology is used below.  Following that, we also provide 

21 Ibid. 
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an AMS calculation that uses the 77 percent of production (reflecting production only in 
the six provinces where the price support operates).  

Price Support AMS for Wheat 
100% of Production 

(prices per MT) 

1) Administered Price,
2014/15 1/ 

2) Fixed External
Reference 

Price  2/ 

3) Production
(2014/15) 3/ 

4) Level of
support 
(1-2) X 4 

RMB 2360 RMB 1698 
124 MMT 

RMB 82.1 b 

$383.74 $276.10 $13.3 b 
1/ Source: USDA/FAS GAIN reports.    
2/ WT/ACC/CHN/38/Rev3 
3/ USDA/FAS GAIN Report CH 14030  
Exchange rate:  $1 = RMB 6.15, November 2014, www.xe.com.  

Price Support AMS for Wheat 
77% of Production 

(prices per MT) 

1) Administered Price,
2014/15 1/ 

2) Fixed External
Reference 

Price  2/ 

3) Production
(2014/15) 3/ 

4) Level of
support 
(1-2) X 4 

RMB 2360 RMB 1698 
95.5 MMT 

RMB 63.2 b 

$383.74 $276.10 $10.3 b 
1/  Source: USDA/FAS GAIN reports.  
2/ WT/ACC/CHN/38/Rev3 
3/ Official USDA estimate 

The estimates of the AMS for China’s 2014/15 price support program for wheat thus 
range from RMB 63.2 billion – RMB 82.1 billion ($10.3 billion – $13.3 billion).  China’s 
subsidies notification indicated an AMS for wheat of zero in 2008.  The zero value was 
due to the lower support price for 2008.   

Other Amber Box Programs 

Direct Subsidies. As noted in the introduction, China has paid direct subsidies to grain 
producers since MY 2004.  For the reasons explained above, such payments must be 
counted in the AMS calculation.  

http://www.xe.com/
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Total Payments and Estimated Payments to Wheat 
Direct Payment Program 
Calendar Year 2008-2013 

2008 2009 2010 2011 2012 2013 

Total Payments RMB 
15.1 b 

RMB 
15.1 b 

RMB 
15.1 b 

RMB 
15.1 b 

RMB 
15.1 b 

RMB 
15.1 b 

$2.2 b $2.2 b $2.2 b $2.3 b $2.4 b $2.4 b 

Wheat Percentage 
28% 27% 27% 27% 26% 26% 

Estimated Payments 
to Wheat 

RMB 
4.22 b 

RMB 
4.08 b 

RMB 
4.08 b 

RMB 
4.08 b 

RMB 
3.92 b 

RMB 
3.92 b 

$0.60 b $0.59 b $0.60 b $0.62 b $0.62 b $0.62 b 
Source: FAS GAIN reports.   
U.S. dollar conversion uses annual average exchange rates 

Input Subsidies. As noted above, China subsidizes fuel, fertilizer and other inputs for 
wheat, corn and rice producers. Again, we have allocated the amounts based on area 
accounted for by the product in question relative to area for all eligible crops.  

Total Payments and Estimated Payments to Wheat 
Fuel/Fertilizer Subsidies for Arable Crops 

Calendar Year 2008-2013 

2008 2009 2010 2011 2012 2013 

Total Payments RMB 
63.8 b 

RMB 
75.6 b 

RMB 
83.5 b 

RMB 
86.0 b 

RMB 
107.8 b 

RMB 
107.1 b 

$9.1 b $11.0 b $12.3 b $13.1 b $17.1 b $17.2 b 

Wheat Percentage 28% 27% 27% 27% 26% 26% 

Estimated Payments 
to Wheat 

RMB 
17.8 b 

RMB 
20.4 b 

RMB 
22.5 b 

RMB 
23.2 b 

RMB 
28.0 b 

RMB 
27.8 b 

$2.6 b $3.0 b $3.3 b $3.6 b $4.4 b $4.5 b 
Source: FAS GAIN Reports 
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AMS for Wheat 
100% of Production 

 

Program AMS 
RMB 

AMS 
$ 

1) Price support (MY 2014/15) RMB 82.1 b $13.3 b 

2) Direct Payments RMB 3.9 b $0.6 b 

3) Input Subsidies RMB 27.8 b $4.5 b 

TOTAL AMS RMB 113.8 b $18.4 b 

DE MINIMIS THRESHOLD1/ RMB 26.4 b  $4.3 b 
1/ Calculation de minimis threshold:  Value of production 2014:  124 million MT x $411 MT (average 
domestic price Feb 2014, FAS data) = $51 billion    $51 billion x 8.5% = $4.3 billion 

 
AMS for Wheat 

77% of Production 
 

Program 
 

AMS 
RMB 

AMS 
$ 

1) Price support (MY 2014/15) RMB 63.2 b $10.3 b 

2) Direct Payments RMB 3.9 b $0.6 b 

3) Input Subsidies RMB 27.8 b $4.5 b 

TOTAL AMS RMB 94.9 b $15.4 b 

DE MINIMIS THRESHOLD1/ RMB 26.4 b  $4.3 b 
1/ Calculation de minimis threshold:  Value of production 2014:  124 million MT x $411 MT (average 
domestic price Feb 2014, FAS data) = $51 billion    $51 billion x 8.5% = $4.3 billion  

 
Using either full wheat production or 77 percent of production, China’s AMS for wheat is 
far above the de minimis threshold, and must therefore be included in the Current Total 
AMS.  Since China’s AMS is bound at zero, subsidies for wheat, by themselves, violate its 
AMS commitment. 
 
 Rice 

 
Price support Program 
 
The price support program for rice was implemented in MY 2005/06.  When support 
prices are announced, the funding for the program is provided by the central 
government to provincial authorities for implementation.   
 
China establishes support prices for both Japonica and Indica rice.   Support prices for 
paddy rice, covering the period 2007-2014, are listed below. 
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Rice Price Support 
 MY 2007-2014 

Per MT 
 

Rice 
Type 

2007 2008 2009 2010 2011 2012 2013 2014 

 
Early 
Indica 

RMB 
1400  

RMB 
1540  

RMB 
1800  

RMB 
1860  

RMB 
2040  

RMB 
2400  

RMB 
2640  

RMB 
2700  

$184.21 $221.90 $263.54 $275.15 $315.69 $380.23 $426.08 $437.95 

 
Japonica 

RMB 
1500  

RMB 
1640  

RMB 
1900  

RMB 
2100  

RMB 
2560  

RMB 
2800  

RMB 
3000  

RMB 
3100  

$197.37 $236.31 $278.18 $310.65 $401.88 $439.51 $484.18 $502.83 
Source: FAS GAIN reports.   
RMB/Dollar exchange rate conversion based on average exchange rate for each year.  

 
Price support announcements for rice are normally made at the beginning of the 
marketing year.  The purchase period for early Indica is July to September, and for mid-
late rice it is from September through March, depending on the province.  Price support 
programs of the kind China uses for rice are unquestionably amber box subsidies to be 
included in the calculation of the Aggregate Measure of Support.  
 
For the reasons cited, China’s price support for rice is treated as a traditional “market 
price support” as that term is defined in Annex 3, Paragraph 8 of the URAA, and the 
resulting subsidy calculation is included in the overall AMS calculation for rice.   
 
When China filed its WTO domestic support calculation for 2006-2008, it included a 
market price support calculation that drew upon the methodology outlined in Annex 3, 
paragraph 8-9 of the URAA in calculating an AMS for the price support.22  For its 
administered price, China cited a price support for rice of RMB 1500 MT, lower than 
either of the price supports indicated in the “Rice Price Support” table, above, for 2008.  
By using the lower administered price and by inflating the fixed external price, China 
was able to generate a negative price gap – meaning that the AMS for the price support 
scheme was zero in the WTO notification.   
 
The province level participation in the support price for rice varies by rice type.  In the 
case of early Indica, the covered provinces are Anjui, Jiangxi, Hubei and Hunan.  For mid-
late rices, the covered provinces are Jilin, Heilongjiang, Anhui, Jiangxi, Hubei, Hunan and 
Sichuan.  These provinces collectively account for 77 percent of rice production. In 
addition, rice-producing provinces that are not specifically designated by the central 
government also have the discretion to implement the price support if they so choose.   
 

                                                 
22 Ibid. 
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Because there is no data that differentiates production of the two types of rice, we used 
a simple average of the two price supports for the administered price support level in 
the following two tables.  
 
Since there is evidence that the price support raises the price of rice in all of China, not 
just the designated provinces where intervention must take place, we believe it is 
appropriate to use 100 percent of production in the calculation of the AMS for the price 
support scheme. This methodology is used in the first table below.  However, the 
following table uses 77 percent of rice production as the basis for the AMS calculation, 
reflecting production in only the six provinces where the price support operates.  
 
In addition, we have used two different external reference prices in the two tables 
below.  The first reflects China’s external price notification to the WTO. The second is 
based on our independent calculation of the external reference price for rice in the 
1996-98 base period, making use of Global Trade Atlas data.23  
 

Price Support AMS Calculation for Rice 
100% of Production 

(prices per MT) 
 

1) Administered 
Price, 2014/15 

1/ 

2) Fixed 
External 

Reference 
Price  2/ 

3) Alternative 
Fixed External 

Reference Price 
3/ 

4) 
Production 
(2013/14) 4/ 

5) Level 
of 

support 
(1-2) X 4 

6) Level 
of 

Support 
(1-3) X 4 

RMB 2,900  RMB 2,659  RMB 1,971   
203 MMT 

RMB 
48.9 b  

RMB 
188.6 b  

$471.54 $432.36 $320.49 $8.0 b  $30.7 b 
1/ Source: GAIN reports   
2/ WT/ACC/CHN/38/Rev3 
3/ Global Trade Atlas, average FOB China price for rice, 1996-1998 
4/ Official USDA estimate 
Exchange rate:  $1 = RMB 6.15. July 2014 (Source:  www.xe.com) 
.   

  

                                                 
23 Again, the source for GTA China data is China Customs. 

http://www.xe.com/


Agricultural Subsidies in Key Developing Countries:  November 2014 Update 

DTB Associates, LLP   26 

Price Support AMS Calculation for Rice 
77% of Production 

(prices per MT) 
 

1) Administered 
Price, 2014/15 

1/ 

2) Fixed 
External 

Reference 
Price  2/ 

3) Alternative 
Fixed External 

Reference Price 
3/ 

4) 
Production 
(2013/14) 4/ 

5) Level 
of 

support 
(1-2) X 4 

6) Level 
of 

Support 
(1-3) X 4 

RMB 2900  RMB 2659  RMB 1971   
156.3 MMT 

RMB 
37.6 b  

RMB 
145.2 b  

$471.54 $432.36 $320.49 $6.1 b $23.6 b 
1/  Source: FAS GAIN Reports   
2/ WT/ACC/CHN/38/Rev3 
3/ World Trade Atlas, average FOB China price for rice, 1996-1998 
4/ Official USDA estimate 

 
The estimates of the WTO AMS for China’s 2013/14 price support for rice thus range 
from RMB 37.6 – 188.5 billion ($5.64 - $30.9 billion).  In its 2008 WTO notification China 
indicated an AMS for rice of zero.  The zero value for 2008 was due to two factors: first, 
the lower administered (support) price for 2008; and, second, China’s use of the 
external price it notified to the WTO, which we believe to be significantly inflated.   
 
Other Amber Box programs 
 
Direct Subsidies. As noted above, China has paid direct subsidies to grain producers 
since MY 2004.  For the reasons explained, such payments must be counted in the AMS.  
 

Total Payments and Estimated Payments to Rice 
Direct Payment Program 
Calendar Year 2008-2013 

 

 2008 2009 2010 2011 2012 2013 

Total Payments RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

RMB 
15.1 b  

$2.17 b $2.21 b $2.23 b $2.34 b $2.39 b $2.43 b 

Rice Percentage 33% 33% 32% 32% 33% 32% 

Estimated 
Payments to Rice 

RMB 5.0 
b  

RMB 5.0 
b  

RMB 4.8 
b  

RMB 4.8 
b  

RMB 5.0 
b  

RMB 4.8 
b  

$0.716 b $0.716 b $0.713 b $0.758 b $0.788 b $0.777 b 
Source: GAIN reports   

   

Input Subsidies. As noted above, China grants subsidizes for fuel, fertilizer and other 
inputs to wheat, corn and rice producers. We have allocated the amounts based on area 
accounted for by the product in question relative to area for all eligible crops. 
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Fuel/Fertilizer Subsidies for Arable Crops 

Calendar Year 2008-2013 
 

 2008 2009 2010 2011 2012 2013 

Total Payments RMB 
63.8 b  

RMB 
75.6 b  

RMB 
83.5 b  

RMB 
86.0 b  

RMB 
107.8 b 

RMB 
107.1 b  

$9.18 b $11.06 b $12.3 b $13.3 b $17.0 b $17.2 b 

Rice Percentage  
33% 

 
33% 

 
32% 

 
32% 

 
33% 

 
32% 

Estimated 
Payments to Rice 

RMB 
21.0 b  

RMB 
24.9 b  

RMB 
26.7 b  

RMB 
27.5 b  

RMB 
35.5 b  

RMB 
34.2 b  

$3.0 b $3.6 b $3.9 b $4.2 b $5.6 b $5.5 b 
Source: GAIN reports  

 
Other Subsidies. Rice benefits from a number of the non-product-specific subsidies 
described elsewhere in this report, including the improved seed subsidy, the Agricultural 
Machinery Purchase subsidy, and Agricultural Insurance Subsidies.   
 

AMS for Rice 
100% of Production 

 

Program AMS 
RMB 

AMS 
$ 

1) Price support (MY 2014/15) RMB 48.9 – 188.6 b  $8.0 - $30.7 b 

2) Direct Payments 2013 RMB 4.8 b  $0.8 b 

3) Input Subsidies 2013 RMB 34.2 b $5.5 b 

TOTAL AMS RMB 87.9 - 227.6 b  $14.3 - $37.0 b 

DE MINIMIS THRESHOLD1/ RMB 50.3 b  $8.2 b 
1/ Calculation de minimis threshold:  Value of production 2013/14:  203 MMT x $474 MT (FAS data) = 
$96.2 billion  De minimis threshold: $96.2 billion x 8.5% = $8.17 billion 
 

AMS for Rice 
77% of Rice Production 

 

Program 
 

AMS 
RMB 

AMS 
$ 

1) Price support (MY 2014/15) RMB 37.6 – 145.2 b  $6.1 - $23.6 b 

2) Direct Payments 2013 RMB 4.8 b  $0.8 b 

3) Input Subsidies 2013 RMB 34.2 b  $5.5 b 

TOTAL AMS RMB 76.6 – 184.2 b  $12.4 - $29.9 b 

DE MINIMIS THRESHOLD1/ RMB 50.3 b  $8.2 b 
1/ Calculation de minimis threshold:  Value of production 2013/14:  203 MMT x $474 MT (FAS data) = 
$96.2 billion  De minimis threshold: $96.2 billion x 8.5% = $8.17 billion 
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China’s AMS for rice ranges from RMB 76.6 – RMB 227.6 billion ($12.4 billion - $37.0 
billion).  All of these figures are far higher than the estimated de minimis threshold for 
rice.  Since China’s AMS limit is zero, any subsidy for rice, in and of itself, violates China’s 
AMS spending limit. 
 

Non-Product-Specific Subsidies 
 
Article 6.4 of the URAA stipulates that subsidies to be included under the AMS 
calculation are to be divided into two basic categories: product-specific support and 
non-product-specific support.  The URAA does not provide specific guidance as to what 
may qualify as product-specific vs. non-product-specific support.  Obviously, any 
qualifying subsidies provided to a single commodity would be considered product-
specific for purpose of the AMS calculation.  Likewise, subsidies going to a small and 
limited group of arable crops are more properly considered product-specific.  For 
example, we have treated the direct subsidies and input subsidies that China pays to 
wheat, corn and rice producers as product-specific subsidies.   
 
On the other hand, subsidies that are broadly available to arable crops, or that cut 
across commodity groups to include not just arable crops but livestock, are likely non-
product-specific subsidies for purposes of the AMS calculation.  Because these subsidies 
are considered non-product-specific, they must in aggregate exceed 8.5 percent of the 
value of total Chinese agricultural production (the de minimis threshold established in 
China’s Protocol of Accession) in order to be counted in the AMS calculation.   
 
A number of subsidy programs are likely to be considered non-product-specific.  These 
include a seed subsidy available to almost all arable crops (currently inactive), a 
machinery subsidy available to most agricultural enterprises, as well as certain insurance 
subsidy programs.  We would also consider certain exemptions from value-added taxes 
afforded to the agricultural sector to be amber box non-product-specific subsidies. 
 
A full analysis of non-product-specific agricultural subsidies is beyond the scope of the 
current study.  However, in a 2012 study, we estimated that non-product-specific 
subsidies did not come close to exceeding de minimis threshold (which we estimated at 
be $49 billion) unless VAT tax exemptions were counted as subsidies.  If they were, non-
product-specific subsidies would significantly exceed the de minimis threshold.  We 
expect that this analysis would still hold true today. 
 

Current Total AMS 
 
As noted in the introductory section of this study, China did not declare any trade-
distorting domestic subsidies above de minimis level when it joined the World Trade 
Organization.  As a result, its AMS is bound at zero.  This means that if China exceeds the 
de minimis threshold for any single commodity, or for non-product-specific support, it is 
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in violation of its WTO commitments.  This study provides evidence that subsidies for all 
three commodities covered in the study – corn, wheat and rice – exceed the de minimis 
level, and therefore violate China’s obligations.  The following table summarizes our 
calculations.   
 

Current Total AMS for Corn, Wheat and Rice 
MY 2013/14  

 

 
Commodity 

AMS  
RMB 

AMS  
$ 

Corn RMB 128.4 – 337.1 b $20.6 – 54.4 b 
Wheat RMB 94.9 – 113.8 b $15.4 – 18.4 b 
Rice RMB 76.6 – 227.6 b $12.4 – 37.0 b 
CURRENT TOTAL AMS RMB 299.9 – 678.5 b $48.4 – 109.8 b    

AMS LIMIT 0 0 

 
Products such as pork, oilseeds and cotton are outside the scope of this study.  Had they 
been included, it is likely that estimates for China’s AMS would have been significantly 
higher than those indicated in the table above.  
 

Export Policies 
 
At the time of its WTO accession, China pledged not to provide export subsidies on 
agricultural products.24  China has in recent years been a relatively minor exporter of 
wheat, corn and rice.  Most wheat and corn exports have been to North Korea, 
presumably as food aid.  China has intermittently exported significant quantities of rice 
to South Korea. 
 
FAS GAIN reports give no indication that China is employing subsidies for the export of 
wheat, corn or rice.  On the other hand, given support prices for these products that are 
typically well above prevailing world market rates, it would be difficult to explain 
exports to commercial markets without some form of financial assistance.   
 
China most recently provided a WTO export subsidy notification in March 2014, 
covering 2012.25  In that notification, China indicates it did not make use of agricultural 
export subsidies during 2012.  
 

  

                                                 
24 WT/ACC/CHN/38/Rev 3, “Communication from China”  
25 WT/AG/N/CHN/23.  
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India 
 

India has increased support to the agricultural sector sharply over the past decade.  
Support prices for wheat and rice increased by 111% and 130% respectively, in local 
currency terms, between the 2005/06 and 2013/14 marketing years.26  The support 
price for corn increased by 111% between MY 2007/08 and MY 2013/14.27  Subsidies for 
inputs – fertilizer, electricity, irrigation and seeds – have risen even more quickly to over 
$33 billion.   
 
These developments are reflected in part in India’s notifications to the WTO.  However, 
the magnitude of the increase is masked by the methodology India uses to calculate its 
AMS.  India made some significant changes in policy classification and AMS calculation 
methodology between its initial notifications and its most recent ones.  It is unclear 
what motivated the changes, but their effect was to hide potential violations of WTO 
rules.  Some of the more significant changes are listed below. 
 

 Fixed external reference prices:  In calculating its AMS at the end of the Uruguay 
Round, India used fixed external reference prices denominated in rupees.28  At the 
time the rupee was a non-convertible currency.  India began to move toward 
convertibility in 1991.  When it submitted its first domestic support notification in 
1998, India converted the support prices to U.S. dollars using an exchange rate of Rs. 
13.4 = $1, which is identified in the notifications as the average official exchange 
rate during the 1986/88 base period.29  The result was fixed external reference 
prices that were in many cases more than twice as high as prices used by other 
countries.30   

 
The URAA requires Members to calculate their AMS “taking into account the 
constituent data and methodology used in the tables of supporting material” 
submitted at the end of the Uruguay Round.  Nothing in the agreement gives India 
the right to convert its external reference prices to dollars using an exchange rate 
that was seriously distorted by government controls.   
 
In our AMS calculations in this paper we used two external reference prices: first, 
the rupee price notified by India in its original documentation; and, second, an 
alternative price from another WTO Member.  We provide the second calculation 

                                                 
26 USDA/FAS GAIN Report IN4005, Tables 1 & 6.  Note that the Indian government has announced further increases in 

the support prices for both products for the 2014/15 marketing year. 
27 Ibid. 
28 See G/AG/AGST/IND. 
29 See G/AG/N/IND/1. 
30 The current exchange rate is about Rs. 60 = $1 (Rs. 1 = $0.0166).  We use that rate throughout this 
section of the paper.  The rate in 1995, the period covered by the first notification, was Rs. 32 = $1.   
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for comparison purposes only.  We list the dollar-denominated prices India used in 
its WTO notifications in the footnotes to each table.31 
 

 Eligible production:  In the data documents it submitted at the end of the Uruguay 
Round and in its first domestic support notification, India used total production in its 
AMS equation to measure support from its price support programs.  As noted above, 
this is the correct methodology for price support programs such as India’s, which 
establish a price floor for the domestic market, thereby effectively subsidizing every 
ton produced.  However, in more recent notifications India changed its reporting 
methodology. It now uses only government purchases rather than total production 
in the equation.  It is worth noting that the notification containing that change in 
methodology was submitted in 2002, just as India was beginning to increase support 
prices significantly.  We used total production figures in our calculations below. 
 

 Input subsidies:  Article 6.2 of the URAA exempts from reduction commitments (i.e., 
from the amber box) “input subsidies which are generally available to low-income or 
resource-poor producers in developing country Members.”  In its Uruguay Round 
documentation, India reported no expenditures that would qualify for the Article 6.2 
exemption but included the following note:  “If land holders with less than 10 
hectares of land are taken as low income or resource poor, the input subsidies given 
to 79.5% of the total land holdings will qualify under this exemption.”32  India listed 
all input subsidies as non-product-specific amber box programs, presumably 
because the subsidies were available to all producers regardless of level of income 
or resource endowment.  In its first domestic support notification, India followed a 
similar approach, reporting 97% of expenditures under the amber box and 3% under 
Article 6.2.   
 
However, in its subsequent notifications India allocated the large majority of input 
subsidies to Article 6.2.  We are not aware of any modification to India’s input 
subsidy policy that would justify this change in reporting.  It is our understanding 
that the subsidies are still available to all producers.  We are not aware of any 
eligibility criteria related to level of income level or resource endowment.  
Expenditures under the program should therefore be classified as amber box 
subsidies.  We assume that Indian officials simply decided in preparing the 
notification in 2002 to follow the methodology foreshadowed in the Uruguay Round 
documentation by classifying all payments to producers with less than 10 hectares 
of land as exempt under URAA Article 6.2. 
 
The change makes a significant difference.  If the programs were classified as amber 
box, the recent run-up in expenditures would put India well over the de minimis 

                                                 
31 We would note that India would be in violation of its AMS commitments even if we had used the inflated reference 
prices from the footnotes.  India’s 2013/14 AMS for rice and sugarcane alone would be $21.5 b.  
32 See G/AG/AGST/IND. 
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threshold for non-product-specific amber box subsidies.  Below we calculate India’s 
AMS using both methodologies. 

 
We have not attempted to do a comprehensive study of Indian subsidies.  In addition to 
the programs mentioned below, India has price support programs for cotton, barley, 
sorghum, millet, soybeans, rapeseed, peanuts, sunflower seed, safflower seed, 
chickpeas, lentils, pigeon peas, copra, jute, mung beans, black gram and luffa squash.  
Support prices for nearly all of these commodities have increased significantly in recent 
years.  In addition, India has a credit subsidy scheme that it has notified as a non-
product-specific amber box program in the past.  Thus the AMS calculation at the end of 
this section represents only a partial estimate.  We estimate India’s AMS for the 
programs we examined to be between $36 billion and $93 billion. 
 

Price Support Calculations, MY 2013/14 
 
Minimum support prices (MSPs) for wheat, rice, corn and a long list of other products 
are effectively price floors on the domestic market and the incentive prices for Indian 
producers.  The government maintains internal market prices by purchasing large 
quantities of wheat and rice at the MSP.  Over the past three marketing years 
government purchases have amounted on average to about 33% of total wheat 
production and 32% of total rice production. 33  The government then sells most of what 
it purchases to low-income consumers at highly subsidized prices.  Government 
purchases of corn and other commodities are less common. 
 
The MSP is a powerful incentive to production.  As indicated above, the MSP for wheat 
increased by 111% between 2005/06 and 2013/14.  Over the same period, Indian wheat 
production increased by 35%, and exports increased from 300,000 MT to 6.5 million MT.  
The situation for rice and corn are comparable.  While the MSP for rice increased by 
130% between 2005/06 and 2013/14, production increased by 13% and exports went 
from 4.3 million MT to 10 million MT.  In 2013, India was the number one exporter of 
rice in the world.  The MSP for corn increased by 111% between 2007/08 and 2013/14, 
as production increased by 41% and exports went from 500,000 MT to 3 million MT. 
 
Below are our calculations of India’s AMS for wheat, rice and corn for the 2013/14 
marketing year. 
 
Wheat 
 
The MSP established by the central government in MY 2013/14 was Rs. 13,500/MT.  
However, the states of Madhya Pradesh and Rajasthan, which together account for 
nearly 20% of Indian wheat production, offered a state bonus of Rs. 1,500/MT, 

                                                 
33 USDA/FAS GAIN Report IN4005, tables 1 & 6. 
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effectively raising the MSP in those states to Rs. 15,000/MT.34  The administered price 
used in the calculation below is a production-weighted average of the MSPs used in the 
various states.  Note also that India has announced an increase in the central 
government support price for 2014/15 to Rs. 14,500/MT.   
 

AMS for Wheat 
 

1) 
Administered 

Price1/ 

2) Fixed 
External 

Reference 
Price2/ 

3/ Alternative 
Fixed External 

Reference 
Price3/ 

4) Production1/ 5) AMS 
(1-2) X 4 

6) AMS 
(1-3) X 4 

Rs. 14,000/MT 
($232.40) 

Rs. 3,540/MT 

($58.76) 
$98.50/MT 92.5m MT Rs. 967.6 b 

($16.1 b) 
$12.4 b 

 De minimis threshold:  $2.6 b4/ 

Exchange rate:  Rs. 1 = $0.0166 (used throughout section) 
1/ USDA/FAS GAIN Report Number IN4005.   
2/ G/AG/AGST/IND.  India used an external reference price of $264/MT in its WTO notifications (see G/AG/N/IND/1). 
3/ Reference price used by Turkey (see WTO notification G/AG/N/TUR/14) 
4/ Calculation of de minimis threshold:  Value of production:  $276/MT1/ X 92.5 m MT = $25.5 b 
 De Miminis threshold:  $25.5b X 0.10 = $2.6 b   
 

Rice 
 
The central government MSP for common paddy rice in 2013/14 was Rs. 13,100/MT.  
India’s fixed external reference price is also for common paddy rice, but India used a 
coefficient of 1.5 to convert it to a milled rice price.  We have used the same coefficient 
to convert the MSP in order to make it comparable to the external reference price.   
 
The following states offered bonuses in MY 2013/14 that effectively raised the MSP in 
those states:  Bihar (Rs. 2,500/MT), Madya Pradesh (Rs. 500/MT), Maharashtra (Rs. 
2,000/MT), Odisha (Rs. 1,000/MT) and Tamil Nadu (Rs. 500/MT).  The administered 
price used in the calculation below is adjusted on a production-weighted basis to take 
into account those bonuses.  Note also that India has raised the central government 
MSP for common rice in MY 2014/15 to Rs. 13,600/MT. 
 
 
 
 
 
 
 
 
 
 

                                                 
34 USDA/FAS GAIN Report IN4044 
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AMS for Rice 
 

1) 
Administered 

Price1/ 

2) Fixed 
External 

Reference 
Price2/ 

3) Alternative 
Fixed External 

Reference 
Price3/ 

4) Production1/  5) AMS 
(1-2) X 4 

6) AMS  
(1-3) X 4 

Rs. 
19,987.5/MT 

($331.79) 

Rs. 3,520/MT 

($58.43) 
$202.44/MT 103.0 m MT Rs. 1,696.2 b 

($28.2 b) 
$13.3 b 

 De minimis threshold:  $4.6 b4/ 

1/ USDA/FAS GAIN Report IN4005.   
2/ G/AG/AGST/IND.  India used an external reference price of $262.51/MT in its WTO notifications (see 
G/AG/N/IND/1).  Using this reference price, India’s AMS for rice would be $7.1 b. 
3/ Reference price used by the EU (see WTO notification G/AG/N/EEC/30) 
4/ Calculation of de minimis threshold:  Value of production:  $448/MT1/ X 103 m MT = $46.1 b 
 De Miminis threshold:  $46.1 b X 0.10 = $4.6 b   

 

Corn 
 

AMS for Corn 
 

1) 
Administered 

Price1/ 

2) Fixed 
External 

Reference 
Price2/ 

3) Alternative 
Fixed External 

Reference 
Price3/ 

4) Production4/  5) AMS 
(1-2) X 4 

6) AMS  
(1-3) X 4 

Rs. 13,100/MT 
($217.46) 

Rs. 3,121/MT 

($51.81) 
$107.50/MT 23 m MT Rs. 229.5 b 

($3.8 b) 
$2.5 b 

 De minimis threshold:  $506 m5/ 
1/ USDA/FAS GAIN Report IN4005 
2/ G/AG/AGST/IND.  India used an external reference price of $238.57/MT in its WTO notifications (see 
G/AG/N/IND/1). 
3/ Reference price used by Turkey (see WTO notification G/AG/N/TUR/14). 
4/ USDA/FAS GAIN Report IN4005 
5/ Calculation of de minimis threshold:  Value of production:  $220/MT1/ X 23 m MT = $5.1 b 
 De Miminis threshold:  $23.4b X 0.10 = $506 m   

  

Sugarcane 
 
The Indian government establishes an MSP for sugarcane.  In addition, certain state 
governments establish state advised prices (SAPs) at a level above the MSP.35  Sugar 
mills are required to pay sugarcane growers the higher of the MSP or the SAP regardless 
of the market price of sugar.  The administered price used in the calculation below is 
adjusted on a production-weighted basis to take into account those SAPs.   
 

                                                 
35 In Uttar Pradesh, an area which accounts for about 40% of total Indian production of sugar, the SAP for 
2013/14 was Rs. 2,750-2,900. 
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AMS for Sugar 
 

1) 
Administered 

Price1/ 

2) Fixed 
External 

Reference 
Price2/ 

3) Alternative 
Fixed External 

Reference 
Price3/ 

4) Production1/  5) AMS 
(1-2) X 4 

6) AMS  
(1-3) X 4 

Rs. 2,380/MT 
($39.51/MT) 

Rs. 156.16/MT 

($2.59/MT) 
$15.48 340.0 m MT Rs.756.1 b 

($12.6 b) 
$8.2 b 

 De minimis threshold:  $1.3 b4/ 
1/ USDA/FAS GAIN Report IN4029. 
2/ G/AG/AGST/IND.  India used an external reference price of $11.64/MT in its WTO notifications (see 
G/AG/N/IND/1).  Using that price, India’s AMS for sugar for 2013/14 would be $9.5 billion. 
3/ Thai FOB price provided by U.S. Embassy/Bangkok. 
4/ Calculation of de minimis threshold:  Value of production:  $39.51/MT X 340 m MT = $13.4 b 
 De Miminis threshold:  $13.4 b X 0.10 = $1.3 b   

 

Input subsidies 
 
As indicated in the introduction to this section, India initially classified all of its input 
subsidy programs as amber box, but then changed its methodology in its second WTO 
notification and classified only 20% expenditures as amber.  Based on the information 
available to us, we believe the programs are amber box subsidies and that the 
expenditures should be counted in full in India’s AMS calculation. Below we show the 
figures for the 2008/09 marketing year – the last year for which data are available – 
using both methodologies.  
 

Table 28 
Input Subsidies 

 

100% Non-Product-Specific Amber Box 
(original methodology)1/ 

20% Non-Product-Specific Amber Box 
(methodology of subsequent 

notifications) 

$33 b $6.6 b 

De minimis threshold:  $23.5 b2/ 
1/ USDA/FAS GAIN Report IN4044 
2/ Calculation of de minimis threshold:  $235 b X 0.10 = $23.5 
Value of production from Agricultural Statistics at a Glance 2013, Table 2.6(B), 
http://eands.dacnet.nic.in/latest_2013.htm. 

 

Current Total AMS 
 
Below is our calculation of India’s Current Total AMS for the programs we examined.  As 
we indicated in the introduction to this section, India has support prices for a number of 
other products as well as other amber box programs – e.g., credit subsidies.  Therefore, 
the figures below almost certainly understate the level of support in India. 
 

http://eands.dacnet.nic.in/latest_2013.htm
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India’s AMS limit is bound in WTO at zero, so any support above the de minimis level 
violates India’s WTO commitments. 
 

Current Total AMS 
 

Program Using original rupee-
denominated reference 

price 

Using alternative 
reference price 

Wheat  $15.8 b $12.1 b 

Rice  $28.2 b $13.3 b 

Corn  $3.8 b $2.5 b 

Sugar  $12.6 b $8.2 b 

Input subsidies $33.0 b $33.0 b 

TOTAL $93.4 b $69.1 b 

TOTAL without input 
subsidies 

$60.4 b $36.1 b 

India’s AMS limit     zero 

 
Export Subsidies 

 
In February 2014 the Government of India announced a subsidy on sugar exports of Rs. 
3,300/MT ($54/MT).36  The level of the subsidy was subsequently increased to Rs. 
3,371/MT ($55/MT).37  Since India is not permitted under the URAA to use export 
subsidies for any agricultural products, these subsidies are a clear violation of its 
commitments under both the URAA and the SCM Agreement.  In addition, the 
Government of India reimburses sugar mills for the cost of inland transportation for 
exported sugar.38  Such subsidies were permitted under the URAA, Article 9.4, but only 
during the implementation period.  They have been prohibited since 2004. 
 
In July 2012 the Government of India announced a tender for the export of wheat from 
government stocks.  Since that time exports from stocks have totaled over 6 million MT.  
In November 2013, the Indian government lowered its floor price for exports from 
$300/MT to $260/MT.  USDA/FAS reports indicate that tender prices between 
November 2013 and March 2014 – a period during which India exported nearly 1.6 
million MT from stocks – ranged from $278/MT to $289/MT.39 According to the Food 
Corporation of India, the total cost to the Indian government of the acquisition and 
distribution of wheat is $316/MT.40  Thus, it appears that wheat exported in late 2013 
and early 2014 benefited from export subsides of between $27 and $38 per MT. 

                                                 
36 USDA/FAS GAIN Report IN4011. 
37 USDA/FAS GAIN Report IN4072. 
38 USDA/FAS GAIN Report IN4044. 
39 See USDA/FAS GAIN Report IN4005, Table 2, and previous reports. 
40 G/AG/W/126, page 18. 
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Brazil 

 
Key Subsidy Programs 

 
Brazil establishes minimum guaranteed prices (MGPs) for twelve products, including the 
three covered in this study – wheat, corn and rice.   The MGP is set prior to the growing 
season, and for some crops the level varies among growing regions. Brazilian officials 
use a number of different programs to ensure that returns to producers do not fall 
below the guaranteed level.  Those programs are described below. 
 
Premium for Product Outflow (PEP)41 
 
Under the PEP, Brazil pays commercial buyers a subsidy to purchase commodities in 
areas of the country with surplus production.  The amount of the subsidy is normally 
determined through a tender process administered by the National Food Supply Agency 
(CONAB).  According to the Brazilian government, PEP is designed to facilitate the flow 
of commodities to specified grain-deficit regions of Brazil, or to the export market.  In 
order to receive the payment, the buyer must 1) pay the grower the MGP, and 2) 
present evidence that the product was shipped to an eligible destination.  In practice (as 
indicated in the section on export subsidies below) virtually 100 percent of subsidized 
product is exported.  Until recently, PEP had become the most important subsidy 
program for most commodities that receive support and was used extensively for the 
three commodities covered by this report.   However, the program has been inactive 
recently while the Brazilian government reviews its operation.  
 
Agricultural Products' Sale Option Private Premium (PEPRO)42 
 
PEPRO seems to have replaced PEP this year as the program of choice.  PEPRO is similar 
to the PEP in that subsidies are paid on commodities shipped into the export market or 
to specified grain-deficit regions in Brazil.  In practice, as with PEP, virtually all subsidized 
product is exported.  The primary difference between the programs is the payment 
recipient.  Whereas under PEP the payment goes to the first purchaser of the 
commodity, PEPRO payments are made to the producer or the cooperative. Producers 
or cooperatives, in collaboration with traders, are required to file the necessary 
paperwork ensuring that all requirements are fulfilled, including the movement of grain 
to eligible destinations, at which time they receive full subsidy payments from CONAB.  
The level of the subsidy is equal to the difference between the sales price and the MGP.   
 
 
 

                                                 
41 Prêmio para Escoamento do Produto 
42 Prêmio Equalizador Pago Ao Produtor 
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Federal Government Acquisition Programs (AGF)43 
 
Under the AGF CONAB makes direct purchases into government stocks at the MGP.  
CONAB uses AGF on an ad hoc, targeted basis.  Use of the program has declined in 
recent years as other programs, especially PEP and PEPRO, have become more popular. 
 
Acquisition from Public Option Contracts Program 
 
This program guarantees the producer or agricultural cooperative a future sale at a fixed 
“execution” price.  Before the start of each season, CONAB announces the products for 
which sell option contracts will be offered, the quantity and the fixed “execution price” 
– which is the minimum price for the commodity plus storage and financial costs. 
Options are purchased through auction. CONAB is responsible for purchasing the 
product once the option holder decides to execute the contract.  It may also repurchase 
an option contract if it decides not to purchase the product, in which case it pays the 
option holder the difference between the execution price and the market price. Also, 
CONAB may transfer the option to a third party, which would then be obliged to 
purchase the produce and which would be provided the difference between the two 
prices. Since its inception in 1996/97, public option contracts have been issued on a 
regular basis for corn, and on an ad hoc basis for wheat, rice, sorghum, cotton and 
coffee.  In 2005/06, the government suspended the use of public option contracts in 
preference for the use of the recently introduced private sell option contracts. However, 
this proved to be temporary, as it was reintroduced in 2006/07 for rice. 
 
Private Option Risk Premium (PROP)44 
 
PROP operates in much the same manner as the Acquisition from Public Option 
Contracts Program except that private agents take the role of CONAB and the 
government pays these agents a “risk premium” if the market price falls below the 
“execution” price. It was introduced in 2004/2005. 
 

Domestic Subsidies 
 
The multiplicity of Brazilian programs and the Brazilian government’s ad hoc approach 
to their use make it difficult to determine the proper method for calculating an AMS.  
Other than PEPRO, the above-listed programs ensure that prices to producers do not fall 
below the MGP.  PEPRO has essentially the same effect, since the Brazilian government 
makes payments to producers to ensure that per-ton returns to producers match the 
MGP. In some years Brazil has used PEPRO and AGF for the same commodity in the 

                                                 
43 Aquisição do Governo Federal 
44 Prêmio de Risco para Aquisição de Produto Agrícola oriundo de Contrato Privado de Opção de Venda 
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same marketing year, presumably during different times of the year or in different 
regions. 
 
In its WTO notifications, Brazil uses the price support methodology to calculate the AMS 
for products for which it has used programs involving government purchases (i.e., AGF 
and Public Option Contracts), but counts as eligible production only a small portion of 
total production.  In cases where Brazil uses PEP or PEPRO, it includes expenditures 
under those programs in its AMS calculations. 
 
We believe this approach does not accurately reflect the level of support granted to 
Brazilian producers and is inconsistent with the AMS methodology in Annex 3 of the 
URAA.  The MGP is essentially a floor price, a market price support program under the 
meaning of Annex 3, paragraph 8.  Brazilian farmers make their production decisions 
with this guarantee in mind.  Every ton produced benefits from this guarantee, and 
therefore 100% of production should be included in the AMS calculation.  That is the 
approach we take in the tables below. 
  

AMS for Wheat 

1) Administered 
Price, 2014/15 

2) Fixed External 
Reference Price1/ 

3) Production 
(2014/15)2/ 

4) Level of support  
(1-2) X 3 

 R$531/MT 
($231/MT) 

 
$130.93/MT 

 
7.5 m MT 

 
$750 m 

De minimis threshold  $270 m 
1/ WTO Notification G/AG/N/BRA/26. 
2/ FAS GAIN Report BR0946 
De minimis calculation: 7.5 m MT x $354* = $2.7 b   $2.7 b x 0.10 = $270 m  
*Average market price 2013 from FAS GAIN Report BR0933 
Exchange rate:  $1 = R$2.3 (used throughout this section) 

 
The AMS for wheat exceeds the de minimis level, and should therefore be included in 
the Brazil’s Current Total AMS. 
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AMS for Corn (Price Support) 

Administered Price 

2014 
2) 

Region 
3) Fixed 
External 

Reference 
Price1/ 

4) 
Production 
(2013/14) 3/ 

5) AMS 
(1-3) X 4 

 R$17.6/60kg ($127.53/MT)  South, Southeast, 
Center 

$131.95/MT 
 

56.2 m MT 0 

R$13.56/60kg ($98.26/MT) Matto Grasso, 
Rodonia 

8.8 m MT 0 

R$20.75/60kg($150.36/MT) North/Northeast 8.1 m MT $149 m 

Price Support AMS    $164 m 

1/  WTO Notification G/AG/N/BRA/26. 
2/ USDA FAS PS&D data. Estimates based on total production of 74 million MT.   Regional production 
apportioned based on historical regional production data.  

 
Since the administered price for corn is above Brazil’s fixed external price only in the 
North/Northeast region, we calculated the price support component of the AMS using 
only production from that region.  
 
Brazil also subsidized an estimated 8.8 million MT of corn through the PEPRO program in 
2013, with an expenditure of R$ 446 million ($194 million).  As Brazil did in its most 
recent WTO notification, we add these expenditures to the price support component to 
calculate the total AMS for corn. 
 

Total AMS for Corn 
 

 
Program 

 

AMS 
$ 

1) Price Support $149 m  

2) PEPRO $194 m 

TOTAL AMS $343 m 

De minimis threshold1/ $1.42 b 
1/  De Minimis Calculation: 74 million MT x  $193 = $14.2 billion  $14.2 billion x 0.10 = $1.42 billion de 
minimis level.  
 

The AMS for corn was in our estimation below the de minimis level in 2013, and 
therefore would not be included in Brazil’s current total AMS.  
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AMS for Rice 
 

Administered Price1/ 

2014 
2) Fixed External Reference 

Price2/ 

3) Production 
(2013/14) 

4) AMS 
(1-2) X 3 

R$25.80/50 kg bag 
($224/MT) 

$174.13 12.2 MMT $608 m 

De minimis threshold  $320 m 
1/ 2014 Minimum Price for Rice in primary producing region, CONAB data.  
2/  WTO Notification G/AG/N/BRA/26. 
3/ USDA FAS PS&D data.  
De Minimis Calculation: 12.2 million MT x $264 MT = $3.2 billion.  $3.2 billion x 0.10 = $320 million  
 

The AMS for rice exceeds the de minimis level, and should therefore be included in the 
Brazil’s current total AMS. 
 

Current Total AMS 
 

Commodity AMS 

Wheat $750 m 

Rice $608 m 

TOTAL $1,358 m 

Brazil’s AMS limit $912 m 

 
Export Subsidies 

 
Export Subsidy Obligations 
 
Brazil undertook commitments as a result of the WTO Uruguay Round negotiations 
under the URAA that placed annual, commodity-specific ceilings on export subsidy 
expenditures and quantities receiving export subsidies, based on subsidy activity in the 
base period.  The limits were phased down over a period of ten years; final levels took 
effect in 2004.  According to Brazil’s WTO schedule of commitments and concessions, 
the maximum quantity of corn on which Brazil is permitted to pay an export subsidy is 
15,139 MT, and the maximum expenditure for those subsidies is $48,354.  The limits for 
wheat and rice are zero. 
   
Article 9.4 of the URAA is also relevant to Brazil’s export subsidy obligations. This article 
permitted developing countries to provide subsidies on transportation and handling 
costs on shipments intended for export.  However, the provision expired at the end of 
the Uruguay Round implementation period in 2004.  As a result, any transportation or 
handling cost subsidies that Brazil currently provides for exported products would be 
considered export subsidies for purposes of the URAA.   
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In its most recent agricultural export subsidy notification, dated February 3, 2014, Brazil 
claimed that it did not make use of any export subsidies for agricultural products in 
calendar years 2011 and 2012. As we show below, this is not the case. 
 

Export Subsidy Programs 
 
The PEP Program 
 
The Premium for Product Flow program was originally authorized through Law No. 8427 
of May 27, 1992 and Law No. 9848 of December 26, 1999.  The program is administered 
by CONAB. 
   
As indicated above, the stated objective of the PEP is to support prices to producers by 
facilitating the flow of eligible commodities from areas of excess supply (i.e. production 
points) either to designated food- or feed-deficit regions of the country, or to export 
markets.  Previous research on the operation of this program, including in depth 
discussions with grain traders in Brazil, indicates that in recent years the PEP has been 
used predominantly – and for some products, exclusively – for exports. 
 
As indicated above, the level of PEP payments is determined through auctions 
conducted by CONAB.  The payment in intended to cover the difference between the 
government-established minimum price and the prevailing market price and to 
subsidize transportation costs.  In order to receive the PEP payment, the merchandiser 
must both purchase the product from the producer at the minimum price, and also ship 
the product only to designated eligible destinations in Brazil or foreign markets.  In this 
regard, the PEP serves complementary functions. First, it ensures that producers receive 
the minimum price. Next, it reduces supplies in surplus regions. It also acts as a form of 
transportation subsidy, providing compensation to merchandisers for the high cost of 
moving product from production points (generally in the Center West, South and 
Southeast regions) to eligible destinations. Finally, the PEP increases Brazilian exports. 
 
The PEP Auction Process 
 
The Ministry of Agriculture makes a series of funding announcements for subsidy 
programs, including PEP, at various periods throughout the year.  These announcements 
give CONAB the authority to make use of the PEP as market circumstances warrant.  
When the local market price falls below the minimum price, CONAB issues weekly 
announcements of PEP “auctions.”  The announcement specifies the quantity to be 
auctioned, origin of the product, grade and class, and eligible destinations.   
There are two types of auctions.  Under the “chart” auction, CONAB establishes a 
maximum quantity, and merchandisers submit bids specifying the premium that they 
would require in order to purchase a portion of that quantity.  CONAB has the authority 
to reject bids that it considers excessive.  Under the “list” auction, CONAB determines 
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the level of the premium, and merchandisers submit bids for specific quantities that 
they would purchase at the pre-established premium.     
 
Once CONAB has conducted an auction, the trader must submit extensive 
documentation, including bills of lading in the case of exports, to CONAB verifying that 
the product will be shipped to an eligible destination. If CONAB approves the 
application, the merchandiser is then obliged to purchase the product from the farmer 
or cooperative at the minimum price. The product can then be shipped in either raw or 
processed form.  Once the product has been shipped, the merchandiser then submits 
the transaction documentation, including documents confirming that the product was 
shipped to an eligible destination, to CONAB, and is paid the subsidy.  Given the logistics 
of PEP transactions, there is often a time lag of twelve to fifteen months between the 
auction and the accounting and reporting of PEP payments.   
 
Current Status of the PEP 
 
USDA/FAS office in Brasilia reports that the PEP subsidy program was suspended during 
CY 2013 program.  Beginning in 2013, PEP subsidies were largely replaced by the PEPRO, 
a program we will discuss in more detail in the next section of this report.   
 
Historical Use of the PEP 
 
Following are tables on use of the PEP in recent year, up to the time of suspension of 
the program in 2013. 
 

Wheat 
 

 2006 2007 2008 2009 2010 2011 2012 2013 

Quantity (m MT) 0.239 0 0 2.878 2.668 0.850 1.574 na 

Expenditure (R$ m) 44.1 0 0 438.0 272.0 57.5 145 na 

Expenditure ($ m) $20.3 0 0 $219.5 $154.8 $28.1 $63.8 na 
Source: CONAB database 

 
Corn 

 

 2006 2007 2008 2009 2010 2011 2012 2013 

Quantity (m MT) 3.0 1.1 0.6 4.8 11.2 0 0 na 

Expenditure (R$ m) 227.8 69.3 25.3 322.7 760.3 0 0 na 

Expenditure ($ m) $104.9 $35.7 $13.9 $162.1 $434.4 0 0 na 
Source: CONAB database 
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Rice 
 

 2006 2007 2008 2009 2010 2011 2012 2013 

Quantity (m MT) 0.459 0 0 0 0.143 1.43 0 na 

Expenditure (R$ m) 57.7 0 0 0 10.0 5,091 0 na 

Expenditure ($ m) 26.5 0 0 0 5.7 2,503 0 na 
Source: CONAB database 

 
In a 2012 study, we provided regional production and consumption data that illustrated 
that most, if not all, of the product moved under the PEP went to export markets rather 
than domestic markets.45  Rice provides a clear example.  Rice that moves through the 
PEP program comes predominantly from the South and Southeast regions.  According to 
destination specifications under the program for 2011 (a year when Brazil used the 
program extensively for rice), states in the Northeast, South, Southeast, Center West, 
and the Northern states of Tocantis, Rodonaia, and Para were all ineligible destinations 
for PEP-subsidized shipments.46  That left only four states in the Amazon region – Acre, 
Amazonas, Amapa, and Roraima.  
 
The four sparsely populated Northern states eligible for PEP shipments collectively 
account for 2.1 percent of Brazil’s total population.  Total Brazilian rice consumption is 8 
million MT.  Assuming that the per-capita rate of consumption of rice in the eligible 
states is equal to the national rate, total rice consumption in the four PEP-eligible states 
is about 168,000 MT.  According to official government statistics, rice production in the 
four states in 2010 was 124,295 MT.  That leaves a total deficit in the eligible states of 
43,705 MT.  The quantity of rice subsidized under the PEP program in 2011 was over 1.4 
million MT.  In fact, in every year when Brazil has used the PEP for rice, the volume 
receiving the subsidy far exceeded the total deficit (consumption minus production) in 
the eligible domestic destinations.  Moreover, transportation from rice-producing areas 
in southern Brazil to the Amazon region is prohibitively expensive.47  Therefore, it is safe 
to assume that most, if not all, product subsidized under the programs was exported.  A 
similar analysis holds for both corn and wheat. 
 
Private-sector traders in Brazil, interviewed for our 2012 report, confirmed that the PEP 
program has been used exclusively for exports in recent years.  In fact, several traders 
referred to the PEP as an “export program,” and said that it was not used at all for 
shipments to other regions of Brazil.  Rather, they said that the government relied on 
other programs to move government-owned stocks internally in situations of short 
supply. 
 
                                                 
45 Brazil’s Premio do Escomento de Producto (PEP) – a WTO Consistency Analysis.  DTB Associates LLP, 
December 2012. 
46 Destination restrictions are detailed in the official CONAB list of 2011 auctions, which is available at this 
link:   http://www.conab.gov.br/OlalaCMS/uploads/arquivos/11_11_10_09_32_40_pep_2011.pdf 
47 See GAIN Report Number BR0809. 

http://www.conab.gov.br/OlalaCMS/uploads/arquivos/11_11_10_09_32_40_pep_2011.pdf
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Traders also indicated that they were required to submit extensive documentation to 
CONAB, including bills of lading and other export related documentation.  There was 
thus no doubt, in the view of the traders, that CONAB had historical documentation 
regarding the quantity of product exported under the PEP.  
 
PEPRO  
 
As noted earlier in the report, PEPRO seems to have replaced PEP in 2014 as the 
program of choice.  PEPRO is similar to the PEP in that subsidies are paid on 
commodities shipped into the export market or to specified grain-deficit regions in 
Brazil.  In practice, as with PEP, virtually all subsidized product is exported.  The primary 
difference between the programs is the payment recipient.  Whereas under PEP the 
payment goes to the first purchaser of the commodity, PEPRO payments are made to 
the producer or the cooperative. Producers or cooperatives, in collaboration with 
traders, are required to file the necessary paperwork ensuring that all requirements are 
fulfilled, including the movement of grain to eligible destinations, at which time they 
receive full subsidy payments from CONAB.  The level of the subsidy is equal to the 
difference between the sales price and the MGP.   
 
The table below shows activity under the PEPRO program since 2011.  CONAB has so far 
budgeted $450 million for PEPRO expenditures for corn and $67 million for wheat in CY 
2014.48 
 

PEPRO Activity 
 

 2011 2012 2013 2014 
(Jan – Sept) 

Wheat 52,727 MT 86,720 MT 0 0 

Corn 0 0 8.8 m MT 4.1 m MT 

Rice 64,347 MT 0 0  
Source: CONAB database 

 
WTO Analysis 
 
According to Brazil’s WTO schedule of commitments and concessions, the maximum 
quantity of corn on which Brazil is permitted to pay an export subsidy is 15,139 MT, and 
the maximum expenditure for those subsidies is $48,354.  Brazil’s limits for export 
subsidies for wheat and rice, both volume and expenditure, are set at zero.   
 
The SCM Agreement prohibits all export subsidies that are not expressly permitted 
under the URAA.  Article 3.1 of the Subsidies Agreement defines export subsidies as 
“subsidies contingent, in law or in fact, whether solely or as one of several other 

                                                 
48 USDA/FAS GAIN reports and email communications with FAS Brasilia.  
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conditions, upon export performance.”  If PEP/PEPRO payments are contingent on 
export performance under the meaning of Article 3, they are WTO-inconsistent, since 
quantities exported under the programs in the years in which they have been used have 
exceeded Brazil’s export subsidy limitations under the URAA. 
 
Payments under the PEP and PEPRO programs resemble in many ways the User 
Marketing (Step 2) Payments under the old U.S. cotton program.  The U.S. government 
made Step 2 payments in cases where a bale of U.S. cotton was exported by an eligible 
exporter, or where a U.S. bale of cotton was opened by an eligible domestic user.  The 
United States argued that Step 2 payments were not export-contingent, since they were 
available to domestic users as well as exporters.  The Panel disagreed: 
 

7.738 . . . Our conclusion that the user marketing (Step 2) measure grants 
subsidies that are export-contingent in the first situation [i.e., when it is 
paid upon proof of export] is not affected by the fact that the subsidy can 
also be obtained in the second situation [i.e., when it is paid to a 
domestic user] . . . 
 
7.739 The fact that the subsidies granted in the second situation may not 
be export contingent does not dissolve the export contingency arising in 
the first situation. The subsidy granted to eligible exporters upon proof of 
exportation is export contingent, irrespective of the fact that the subsidy 
given to domestic users is not . . .  
  
7.740 We do not view it as necessary for an entire subsidy programme to 
be export-contingent in order to find export contingency: we have found 
that, under section 1207(a) [the section of the statute that established 
the Step 2 program], a distinct and explicitly identified and targeted 
segment of the subsidies will inevitably be export-contingent. Where a 
programme makes some payments contingent upon export of products, 
the fact that other . . . payments under the programme are made to 
domestic users . . . cannot eliminate the export contingency of the 
programme.49 
 

The Appellate Body upheld the Panel’s ruling: 
 

578. . . . we agree with the Panel's conclusion that the fact that the 
subsidy is also available to domestic users of upland cotton does not 
"dissolve" the export-contingent nature of the Step 2 payments to 
exporters. The Panel's reasoning is consistent with the approach taken by 
the Appellate Body in US – FSC (Article 21.5 – EC). 
   

                                                 
49 United States – Subsidies on Upland Cotton, Report of the Panel, WT/DS267/R, paragraphs 7.738-7.740. 
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. . .  
 

582.  In sum, we agree with the Panel's view that Step 2 payments are 
export-contingent and, therefore, an export subsidy for purposes of 
Article 9 of the Agreement on Agriculture and Article 3.1(a) of the SCM 
Agreement. The statute and regulations pursuant to which Step 2 
payments are granted, on their face, condition payments to exporters on 
exportation. In order to claim payment, an exporter must show proof of 
exportation. If an exporter does not provide proof of exportation, the 
exporter will not receive a payment. This is sufficient to establish that 
Step 2 payments to exporters of United States upland cotton are 
"conditional upon export performance" or "dependent for their existence 
on export performance". That domestic users may also be eligible to 
receive payments under different conditions does not eliminate the fact 
that an exporter will receive payment only upon proof of exportation.50 

 
The legal analysis in these passages fits almost exactly the Brazilian PEP and PEPRO 
programs.  As with the Step 2 program, the PEP/PEPRO subsidies are theoretically 
available to operators that market products in the domestic market.  However, in order 
to claim the payment, an exporter must show proof of exportation, and – as we have 
demonstrated – nearly all of the subsidized product is, in fact, exported.  PEP/PEPRO 
payments are therefore export-contingent.  In every year in which the programs have 
been used since 2006, they have violated Brazil’s export subsidy commitments. 
  

                                                 
50 United States – Subsidies on Upland Cotton, Report of the Appellate Body, WT/DS267/AB/R, paragraphs 
578-582. 



Agricultural Subsidies in Key Developing Countries:  November 2014 Update 

DTB Associates, LLP   48 

Thailand 
 
Rice 
 
With the government transition of May 2014, Thailand’s rice program has undergone 
major changes.  Prior to the reforms, Thailand operated the Paddy Pledging Scheme, 
under which the government procured rice from producers at a support price far above 
world market rates.  The new government suspended the scheme, replacing it with the 
Rice Farmer Assistance Program and a direct payment program.  [Editors note:  In 
November 2014 the Thai government reinstituted the Paddy Pledging Scheme.  The new 
program will run through February 2015.51]  In this study, we will examine both the old 
and the new programs to assess their consistency with Thailand’s WTO obligations. 
 
As a result of the Paddy Pledging Scheme, the government accumulated large stockpiles 
of rice – 15 million MT as of June 2014.  One of the new government’s central economic 
goals is to reduce this stockpile through exports.  As this is the case, we will also 
examine whether Thailand is subsidizing the export of rice, and if so, how that may 
violate its WTO obligations. 
 
Paddy Pledging Scheme 
 
Under the Paddy Pledging Scheme farmers sold their rice to the government at a 
guaranteed support price.  Thailand maintained two price supports for rice, one for the 
main growing season, and one for the off season.  In MY 2013/14, the average price 
support during the main growing period (October – February) was set at between 
13,800 to 15,000 baht MT for white paddy rice.52  In MY 2013/14, government 
purchases under the off-season price support were suspended due to inadequate 
government funds. 
 
As of July 27, 2014, the government had purchased about 11.7 million MT of rice under 
the main-crop Scheme for MY 2013/14.  Government expenditures for crop purchases 
totaled 192 billion baht ($5.9 billion), provided to approximately 1.5 million rice 
farmers.53    Expenditures under the Scheme during the period MY 2011/12 to 2013/14 
totaled $27.7 billion.  
 
WTO Analysis 
 
In the documentation it submitted at the conclusion of the Uruguay Round and in its 
subsequent notifications to the Committee on Agriculture, Thailand did not 
acknowledge having a price support program for rice and therefore did not identify an 

                                                 
51 See USDA/FAS GAIN Report TH4120. 
52 FAS Bangkok Grain and Feed Annual Report, 2014.  TH4021   
53 Thailand, Rice Weekly.  FAS Bangkok GAIN report, July 29, 2014.  
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external reference price.  Paragraph 9 of Annex 3 of the URAA stipulates that the 
external price for net exporting countries like Thailand should be the average free on 
board (FOB) unit value over the 1986-88 period.  We were able to obtain for our 2011 
study the three-year average FOB price for the 1986-88 period.  That price was reported 
at 5,497 baht per MT.  The administered price we used in our calculations is a simple 
average of the price support levels for main-crop white paddy rice.   

 
Price Support AMS Calculation 

 

1)Administered Price1/ 

2013/14 
2) Fixed External Reference 

Price2/ 

3) Production 
(2013/14) 

4) AMS 
(1-2) X 3 

14,400 baht/MT 
($450.40/MT) 

5,497 baht/MT 
($170.48/MT) 

31 MMT 
275 b baht 

($8.67 billion) 

De minimis threshold4/ 24.8 b baht ($776 m) 
1/  Source: FAS Bangkok, average 
2/  Source: FAS Bangkok 
3/ Source: FAS PSD data 
4/ Calculation of de minimis threshold:  Value of production: 31 m MT x 8000 baht MT* = 248 billion baht 
De minimis threshold: 248 billion baht x 0.10 = 24.8 billion baht 
* Average price for white paddy in 2013/14 

 
Thus, the Paddy Pledging Scheme generated an AMS that far exceeded Thailand’s de 
minimis threshold for rice.  The AMS for rice must therefore be included in Thailand’s 
Current Total AMS.  Since Thailand’s AMS limit is 19.0 billion baht ($592 million), the rice 
AMS alone put Thailand out of compliance with its WTO obligations.  Even using 
Thailand’s methodology of notifying government expenditures under the Paddy 
Pledging Scheme, rather than using the WTO prescribed methodology for price support 
programs, MY 2013/14 expenditures of $5.9 billion put Thailand markedly out of 
compliance with its obligations. 
 

Rice Farmer Assistance Program 
 
In June 2014 the new government announced the replacement of the Paddy Pledging 
Scheme with the Rice Farmers Assistance Program.  Initial funding for the new subsidy 
program was to be capped at 4.7 billion baht ($145 million) for MY 2014/15.54 
 
There are two components to the Rice Farmers Assistance Program: subsidized credit 
and farmer input subsidies.  Under the subsidized credit program, farmers will receive 
six-month loans at three percent interest, compared to a seven percent rate for non-
subsidized loans.  This program will be funded at 2.3 billion baht ($72 million). 
 
The input subsidies program is described as a short-term measure aimed at reducing the 
cost of farmer inputs.  It will be funded at a level up to 2.4 billion baht ($75 million).  It 

                                                 
54 FAS Thailand Rice Price – Weekly. TH4058. 
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includes subsidies for equipment, fertilizers, pesticides and insecticides, seeds and other 
inputs.  The input subsidy program is voluntary; businesses are requested to provide 
discounted inputs to farmers.  If market prices for paddy rice fall below 8,500-9,000 
baht/MT, the government will consider direct funding of the program. 
 
Direct Payments 
 
On October 1, 2014 the Thai government approved 40 billion baht ($1.3 billion) for 
direct payments to rice farmers.  The funds were to be disbursed from October to 
December 2014.  The government hopes that these payments will help cushion the 
anticipated drop in prices in advance of the main crop harvest in November.  Payments 
will be based on farm size.  A group consisting of 1.8 million producers with farms of 2.4 
hectares or smaller will receive 1000 baht ($195 per hectare), while 1.6 million 
producers with farms bigger than 2.4 million hectares will receive 15,000 baht ($470) 
per household.55 
 
WTO Analysis 
   
Subsidized Credit.  Article 7.2(a) of the URAA requires that any government assistance 
that does not meet the criteria in Annex 2 of the Agreement, or is not exempted by 
reason of other provisions in the URAA, must be included in a country’s current AMS 
calculation.  The provision of government-subsidized credit is not included under the list 
of exempted subsidies in Annex 2.   Article 6.2 does afford an exemption for developing 
country investment subsidies, as long as they are generally available to the agricultural 
sector.  The Thai credit program is only available to rice producers and must therefore 
be considered an amber box subsidy, to be included in the AMS calculation as a product-
specific subsidy for rice. 
 
Input subsidies.  Article 6.2 of the URAA provides an exemption from AMS disciplines 
for input subsidies that are generally available to low-income or resource-poor 
producers in developing countries.  The Thai program is specific to the rice sector and 
would therefore not qualify for this exemption.  Moreover, the program is apparently 
available to all rice producers, not just low-income or resource-poor producers.   
 
In summary, it is likely in our view that both the subsidized credit program and the 
producer input program could be considered amber box subsidies, to be included in the 
AMS.  These two programs will be funded for an amount up to 4.7 billion baht, or $145 
million.  Even if these subsidy programs are fully funded for the year, they would not by 
themselves exceed Thailand’s de minimis threshold for rice, which we estimate to be 
24.8 billion baht ($770 million) and would therefore not need to be included in 
Thailand’s Current Total AMS. 
 

                                                 
55 FAS Grain and Feed Update, October 31, 2014, TH4104.  
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Direct Payments.  The only form of direct payments to producers that would be 
considered green box, and thus excluded from the AMS calculation, are fully decoupled 
payments, as that term is defined in Annex 2.6 of the URAA.  The direct payments of 40 
billion baht ($1.3 billion) would thus be included in Thailand’s AMS calculation for rice. 
 

AMS for Rice 
MY 2014/15 

Program 
 

AMS 
Baht 

AMS 
$ 

1.  Subsidized Credit 2.3 b baht $0.072 b 

2.  Input Subsidies 2.4 b baht $0.075 b 

3.  Direct Payments 40 b baht $1.3 b 

Total 44.7 b baht $1.44 b 

DE MINIMIS THRESHOLD1/ 31 b baht $0.944 b 
1/ Calculation de minimis threshold:  Value of production 2013/14:  31 million MT x 10,000 baht MT = 310 billion baht.  
310 billion baht x 0.10 = 31 billion baht 

 
Subsidies provided under the credit, input and direct payment programs exceed the de  
minimis level for rice, and therefore would be included in Thailand’s rice AMS. 
 
Possible New Paddy Rice Pledging Program 
 
The Thai government is reportedly considering re-instituting the Paddy Pledging Scheme 
for the November 2014 rice harvest, although on a smaller scale than in previous years – 
and only in the northern and northeastern regions of the country.  The program would 
operate from November 2014 to February 2015, to cover the main rice crop.  The 
proposed intervention prices would be 14,400 baht/MT ($450/MT) for fragrant rice 
paddy, and 11,700 baht/MT ($365/MT) for glutinous rice paddy.  Under the program, 
farmers would only be eligible to pledge 20 MT for intervention, with a maximum value 
of $9,375 per producer.  Rice stored on the farm under the intervention program will 
also receive a subsidy of 1000 baht/MT ($31/MT) for storage costs.  The government is 
reportedly targeting 2 million MT for intervention under this program.56 The AMS 
calculation for the possible new paddy pledging program will depend on the details of 
how the program operates.  However, should the program operate in the manner 
described earlier, with high support prices, it will likely result in a very significant 
increase in the rice AMS, even if the calculation methodology limits eligible production 
only to rice produced in the north and northeast regions of the country.  
Implementation of this program would thus in our view further exacerbate Thailand’s 
WTO compliance problems. 
 
 
  

                                                 
56 Ibid.  
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Corn 
 
During MY 2013/14, Thailand maintained a subsidy program for corn.  Under the 
program, government established support prices of 7 baht/kg ($212/MT) for 30% 
moisture corn, and 9 baht/kg ($273/MT) for 14.5% moisture corn.  Corn traders who 
signed up for the program paid the support price for their purchases and then received 
a payment equal to the difference between the support price and the market price.  
However, only 25 MT per household were eligible for the program.  Payments were 
limited to 25 acres per household. The program ran from September – December 2013.  
It is unclear whether it will be renewed for 2014.  According to USDA/FAS Bangkok, 
payments under the program in MY 2013/14 under were 16.1 billion baht, or $500 
million.57     
 

Corn AMS 
MY 2013/14 

 

 
Program 

MY 2013/14 

 
 

Subsidy per unit 

Estimated Total 
Outlays 

MY 2013 
Baht 

Estimated Total 
Outlays 

MY 2013 
$ 

Corn Subsidy 7-9 baht per kg 16.1 b baht $500 m 

Total AMS  16.1 b baht $500 m 

De Minimis threshold  3.22 b baht $100 m 
Source:  FAS Grain and Feed Annual Report 
De minimis calculation: 4.9 MMT x $209 = $1.0 billion.  $1.0 billion x 0.10 = $ 100 million 

 
Since payments were well above the de minimis level, the corn AMS must be included in 
Thailand’s Current Total AMS.  However, the 16.1 billion baht AMS is below Thailand’s 
AMS ceiling of 19 billion baht, or $592 million.  Therefore, the corn subsidy program, by 
itself, does not violate Thailand’s AMS commitments.   
 

Current Total AMS  
MY 2014/15  

 

Program 
 

AMS 
Baht 

AMS 
$ 

Rice 44.7 b baht $1.44 b 

Corn 16.1 b baht $500 m 

TT    Total AMS 44.7 b baht $1.94 b 

AMS Limit 19.0 b baht $634 m 

 

                                                 
57 FAS 2014 Grain and Feed Annual.  TH4021.  March 7, 2014 



Agricultural Subsidies in Key Developing Countries:  November 2014 Update 

DTB Associates, LLP   53 

Based on our analysis, Thai support programs for rice and corn result in a violation of its 
WTO commitments.  Should Thailand implement a new Paddy Pledging Program in MY 
2014/15, Thailand’s AMS for rice will increase significantly, further compounding its 
AMS problems.     
 

Export Policies 
 
Rice 
 
Thailand bound its export subsidy limit for rice at zero in the Uruguay Round.  The use of 
any export subsidies for rice would thus violate Thailand’s WTO commitments. In its 
most recent notification to the WTO on export subsidies (G/AG/N/THA/76), Thailand 
indicated that it exported 6.6 million MT of rice in calendar year 2013, but did not make 
use of any export subsidies for the product. 
 
Under the Paddy Pledging Scheme, the average price at which the Thai government 
purchased rice from farmers during the main growing season in MY 2013/14 was 14,400 
baht ($450/MT).  Most of the government purchases under the Scheme were near this 
price, since, as noted earlier, the off-season program was suspended due to lack of 
funds.   
 
The Thai government has resumed exports from intervention stocks, after a temporary 
suspension earlier in the year.  Exports during the period January – September 2014 
totaled 7.6 million MT, double the quantity over the same period in 2013.  That includes 
government-to-government sales to China (100,000 MT) and the Philippines (300,000 
MT) in August – September, with subsidies of $20-30 MT.58 The government accepted 
tenders for the export of 203,000 MT of government-held rice on October 28. These 
sales took place at 8 percent below market for 5 percent grade white rice, and 20 
percent below market for broken white rice.   The government plans to issue further 
tenders in November.   
 
Average prices for exports of government held stocks in January – May 2014 were $380-
390, approximately 20% - 30% below prevailing private sector export prices during that 
period, and well below the average support price for white paddy rice in MY 2013/14.59   
 
During calendar year (CY) 2013, about 1.6 million MT of government stocks were 
exported.60 Average prices for exports of government-held white paddy stocks in CY 
2013 were $460-500 MT, approximately 20% below prevailing private sector export 
prices during that period.  While this price range is slightly above the estimated support 
price for white paddy rice for MY 2013/14 of $450 MT, it is at levels lower than would 

                                                 
58 Ibid.    
59 Ibid. 
60 Email communications with FAS Bangkok.  
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be expected, taking into account the acquisition price and transportation, handling and 
storage costs.61   
 
WTO Analysis 
 
Article 9 of the URAA contains a list of agricultural export subsidies that were subject to 
reduction commitments as a result of the Uruguay Round.  Article 9.1 (c) identifies the 
following as one form of export subsidy: “payments on agricultural products that are 
financed by virtue of governmental action, whether or not a charge on the public 
account is involved, including payments that are financed from the proceeds of a levy 
imposed on the agricultural product concerned or an agricultural product from which the 
export product is derived.” 
 
Thailand purchased rice at a government-established support price that is well above 
market rates.  It subsequently disposed of the rice on export markets, at prices that in 
2014 have been well below the price at which the rice was procured, and below 
prevailing market rates.  Government losses on the export of the rice are equal to the 
difference between the price at which product was procured and the price at which it is 
exported, taking into account transportation, handling and storage costs.  These 
government losses can be considered as “payments,” as that term is used in Article 
9.1(c) of the URAA. 
 
In a WTO case involving Canadian dairy export policies, the United States claimed that 
Canada provided milk at discounted prices for export.62  The WTO panel examining the 
case, and the Appellate Body, agreed that providing product at discounted prices 
constituted a “payment in kind” that should be considered an export subsidy under 
Article 9.1(c) of the URAA.  Very similar reasoning could be applied to Thai government 
sales of rice for export; these sales are discounted relative to the prices at which the rice 
was acquired by the government and are therefore subsidized.  
  
A WTO Member government challenging Thai export sales might also make a claim 
under Article 9.1(b) of the URAA, which defines as an export subsidy “the sale or 
disposal for export by governments or their agencies of non-commercial stocks at a price 
lower than the comparable price charged for like product to buyers in the domestic 
market.”  A key question with regard to Article 9.1(b) is whether Thai government stocks 
could be considered “non-commercial” stocks as that term is used in Article 9.1(b).  A 
second key question is the meaning of the phrase “comparable prices charged for like 
product to buyers in the domestic market.”  If “comparable prices” refers to sales by 
private sector entities on the commercial market, then those prices are clearly 

                                                 
61 Ibid.  
62 WTO Dispute Settlement. WT/DS/103/R. “Canada – Measures Affecting the Importation of Milk and 
Exportation of Dairy Products”.  May 17, 1999. 
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significantly higher than the price at which the Thai government sells rice onto the 
export market.   
 
There is no WTO dispute settlement jurisprudence providing guidance on the 
interpretation of Article 9.1(b).   Claims based on Article 9.1(c) may therefore be 
stronger, to the extent that it can be clearly demonstrated that government 
expenditures were incurred in the export of government held rice stocks.   
 
While the Paddy Pledging Scheme is no longer in operation, stocks accrued under that 
program are still large (estimated in August 2014 at 12 million MT63).  It is very likely 
that most if not all of those stocks will have to be moved on to the international market.  
To the extent that these stocks are exported, they are certain to be either bartered64, or 
sold at prices lower than the government support price, also taking into account 
transportation, handling and storage costs.  Thailand is thus likely to be in violation of its 
WTO export subsidy commitments for rice, until such time as rice stocks acquired under 
the Paddy Pledging Scheme are liquidated.  
 
Corn 
 
Thailand also provided export subsidies for corn in 2013.  Corn traders were provided a 
subsidy of 2 baht/kg ($60/MT) for the export of up to 500,000 MT of corn in CY 2013.65  
It is unclear whether this program was continued in 2014.  
 
 

  

                                                 
63 Thailand Rice Price Weekly, TH 4067, August 5, 2014.  
64 Thailand is reported to have sold up to 2 MMT of rice to China under barter arrangement terms in MY 
2013/14.  
65 FAS Grain and Feed Annual 2014.  TH4021.  March 2014.  
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Turkey 
 
Turkey provides a high level of support to grain producers through price support 
schemes and other subsidy programs.  Under the price support programs, Topraki 
Mahsulleri Ofisi (TMO), Turkey’s state-operated grain board, purchases grain at pre-
established support prices.  TMO purchases of wheat, corn, barley and rice under these 
programs over the last decade have been significant.   
 

TMO GRAIN PROCUREMENT 
(MT) 

 
year wheat barley corn paddy rice 

 
2000 2,959,105 508,715 28,509 40,745 

2001 1,459,434 951,837 9 19,080 

2002 332,811 379,655 78,596 59,231 

2003 544,508 27,345 381,193 130,619 

2004 2,023,401 3,423 474,302 14,854 

2005 4,171,303 796,027 660,985 11,901 

2006 1,456,571 724,586 0 87,224 

2007 121,920 2,740 0 33,439 

2008 62,934 153 832,378 501 

2009 3,771,343 1,293,487 183,467 0 

2010 978,390 916,325 83,491 0 

2011 823,988 167,214 47,632 12,849 

2012 1,634,449 0 94,536 41,304 

2013 1,987,301 0 0 0 

Source: TMO 
 
At the conclusion of the Uruguay Round Turkey notified a level of domestic support that 
was below the de minimis threshold. Turkey’s AMS limit is thus zero.  Turkey last 
provided a notification to the WTO on its agricultural domestic support spending in May 
2002.66  We use the external reference prices from that notification in the AMS 
calculations in this report.  
 
This study analyzes the domestic support regimes from three products – wheat, corn 
and rice.  Turkey also has subsidy programs for products such as sugar and oilseeds that 
are not covered.  In addition, analysis related to corn and rice is limited to price support 
programs, due to lack of current data on other subsidy programs.  Turkey has 
traditionally maintained significant direct payment and input subsidy programs for 

                                                 
66 See G/AG/N/TUR/14. 
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arable crops.  However, with the exception of wheat, we did not include these subsidies 
in the current report due to lack of up-to-date data.67  
 
Wheat 

 
Price support Program 
 
Turkey maintains a price support program under which farmers may sell their wheat to 
TMO at pre-established intervention prices.  The government did not announce a price 
support program for MY 2014/15 because of a drought-related drop in production, and 
consequent high prices.  However, the support price level for MY 2013/14 was 720 
Turkish Lira/MT ($351/MT) for milling quality wheat.68  Additionally, support prices are 
raised by 10 TL per month from the base rate during the year to account for storage 
costs.  We have used that support price in the AMS calculation below.  
 

Price Support for Wheat 
 

1) Administered 
Price, 2013/141/ 

2) Fixed External 
Reference Price2/ 

3) Production 
(2013/14)3/ 

4) Level of support  
(1-2) X 3 

720 TL/MT 
($351/MT) 

218.5 TL/MT 
($98.50/MT) 

 
18 m MT 

9.02 b TL 
$4.54 b 

1/ FAS GAIN Annual Reports   
2/ G/AG/N/TUR/14, May 30, 2002 
3/ FAS GAIN Annual Reports   

 
Other Amber Box Programs 
 
Turkey operates a number of additional subsidy programs for wheat growers.  These 
include a direct premium to producers, a seed subsidy, soil analysis subsidies, fuel 
subsidies, and fertilizer subsidies.  
 
According to the description of the programs in FAS GAIN reports, the wheat premium 
payment is specific to wheat growers, and is available to all of them based on quantity 
produced.  As such, it is without question a product-specific amber box subsidy that 
should be included in Turkey’s AMS calculation.  We were unable to obtain a total 
expenditure amount for this program, and thus use as an estimate of the subsidy 
amount available per metric ton, multiplied by total Turkish wheat production.  
 
 
 
  
                                                 
67 See “Domestic Support in Advanced Developing Countries” DTB Associates, June 2011 for analysis that 
covered programs other than price supports, such as direct payments and input subsidies.  
68 Based on 2013 exchange rate of $1 = 2.05 TL.  
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Other Amber Box Subsidies to Wheat Growers 
2013/14 

Program 
MY 2013 

Subsidy per unit Estimated Total 
Outlays 

MY 2013 
TL 

Estimated Total 
Outlays 

MY 2013 
$ 

Premium  50 TL/MT 0.875 b TL $0.429 b 

Seed Subsidy 75 TL/hectare 0.585 b TL $0.286 b 

Soil Analysis 
Subsidy 

25 TL/hectare 0.195 b TL $0.095 b 

Fuel Subsidy 43 TL/hectare 0.335 b TL $0.164 b 

Fertilizer Subsidy  55 TL/hectare 0.429 b TL $0.210 b 
Source:  FAS GAIN Report Turkey 2013 Grain and Feed Annual Report.     
Based on production of 18 million MT and on 7.8 million hectares. 

 
The seed, soil analysis, fuel and fertilizer subsidies also appear to be product-specific 
amber box programs because they are paid to producers of a limited number of 
commodities (arable crops) and paid on a per-hectare basis.  The payments are available 
to all producers of the eligible commodities, regardless of income level or resource 
endowment, and would therefore likely not qualify for the exemption contained in 
Article 6.2 of the URAA related to input subsidies to resource poor farmers in developing 
countries.   
 

AMS for Wheat 
 

Program 
MY 2013 

AMS 
TL 

AMS 
$ 

Price support  9.020 b $4.500 b 

Wheat Premium  0.875 b $0.429 b 

Seed Subsidy  0.585 b $0.286 b 

Soil Analysis Subsidy  0.195 b $0.095 b 

Fuel Subsidy  0.335 b $0.164 b 

Fertilizer Subsidy 0.429 b $0.210 b 

TOTAL AMS 11.439  b $5.684 b 

De Minimis Threshold/ 1.289 b $0.632 b 
1/ Calculation de minimis threshold:  Value of production: 18 m MT x $351* = $6.32 b 
De minimis threshold:  $6.32 b x 0.10 = $632 m  
* Support price 

 
Turkey’s AMS for wheat is far higher than the de minimis level, and must therefore be 
included in Turkey’s Current Total AMS.  Since Turkey’s AMS limit is zero, subsidies for 
wheat, by themselves, result in a violation of Turkey’s AMS commitments. 
 
 



Agricultural Subsidies in Key Developing Countries:  November 2014 Update 

DTB Associates, LLP   59 

Corn 
 
Turkey also maintains a price support program for corn.  For the 2014/15 marketing 
year, Turkey set the price support for corn at 680 TL MT.69   
 

Price Support for Corn 
MY 2014/15 

 

1) Administered 
Price, 2014/15 

2) Fixed External 
Reference Price 1/ 

3) Production 
(2013/14)2/ 

4) Level of support  
(1-2) X 3 

 
680 TL/MT 

($309.58/MT) 

 
238.49 TL/MT 
($107.50/MT) 

 
5.1 m MT 

 

 
2.25 b TL 
($1.03 b) 

1/ G/AG/N/TUR/14, May 30, 2002 
2/ FAS GAIN Annual Reports   
September 2014 exchange rate $1 = 2.2 TL (used throughout section) 

 
Other Amber Box Programs 
 
Corn has traditionally been eligible for the same kind of subsidies provided wheat 
producers, i.e., direct payments, fuel and fertilizer subsidies, as well as soil analysis 
subsidies.  We were unable to obtain information on the amount of these subsidies for 
corn, but based on available information we believe these subsidies may have totaled 
more than $100 million.  We did not include these subsidies in our AMS calculation. 
 

AMS for Corn 
 

Program 
MY 2013 

AMS 
TL 

AMS 
$ 

Price support  2.25 b 1.03 b 

   

TOTAL AMS 2.25  b $1.03 b 

De Minimis Threshold1/ 298 m $135 m 
1/ Calculation de minimis threshold:  Value of production: 5.1 m MT x $265 = $1.35 b 
De minimis threshold:  $1.35 b x 0.10 = $.135 b 
 
Rice 
 
Although Turkey maintains a price support program for rice, TMO did not announce a 
price support level in MY 2013/14, or 2014/15, and has not made purchases under the 
program in those years due to high domestic prices.  We have therefore used the 
support price from MY 2012/13 in our calculations below.  Also, since Turkey did not 

                                                 
69 FAS email communications, and Haber news reports. September 2014.  
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notify an external price for rice in its WTO notifications, we use the EU external price as 
a proxy. 
 

AMS for Rice 
 

1) Administered Price, 
2012/131/ 

2) Fixed External 
Reference Price2/ 

3) Production 
(2012/13)3/ 

4) Level of 
support  
(1-2) X 3 

1,165 TL/MT 
($648/MT)4/ 

322 TL/MT 
($179.28/MT) 

721,000 MT 607 m TL 
($338 m) 

De Minimis Threshold5/  68 m TL 
($38 m) 

1/ FAS GAIN , 2012Grain and Feed Annual 
2/ EU External Price (G/AG/N/EEC/30, March 22, 2001) 
3/ FAS PS&D data 
4/  Based on 2012 $/YTL exchange rate. $1 = 1.796 TL 
5/ De minimis calculation.  721,000 MT x $530 = $382 million.  $382 million x .10 = 38.2 million 

 
In addition, Turkey reportedly continues to pay premiums to rice producers, as it did at 
the time of our 2011 report.  The amount of the premiums in recent years is not 
available, but we estimated the subsidy level at roughly $50 million annually in our 2011 
report.  
 

Current Total AMS Calculation 
Wheat, Corn and Rice 

 

Program AMS/TL AMS/$ 

Wheat  
Corn 
Rice 

11.4 b 
2.3 b 
0.6 b 

$5.7 b 
$1.0 b 
$0.3 b 

TOTAL AMS 
 
AMS LIMIT 

14.3 b 
 

0 

$7.0 b 
 

0 

 
 

Export Subsidies 
 
Wheat 
 
Each year the Turkish government gives TMO the authorization to export a specified 
amount of wheat.  TMO holds tenders at various times during the year for the export of 
wheat from its stocks.  While TMO procures the wheat at the support price, it sells it to 
exporters under tenders at much lower world market rates.  In 2012 TMO sold 102,000 
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wheat for export at a price of $246/MT.70  The simple average of Turkish support prices 
for wheat in 2012 was $329/MT.  We therefore estimate the average export subsidy for 
sales from TMO stocks in 2012 to be $83/MT.  
 
Turkey’s WTO-bound limits export subsidies for wheat are 493,812 MT and $27 million.  
If TMO sales from stocks for export in 2012 were limited to 102,000 MT, it did not 
exceed its export subsidy volume limitation of 493,812 MT.  Official sources put 
government expenditures on export subsidies for wheat at $22.5 million.71   This, too, 
would fall within WTO limits.  It should be noted that this analysis is limited to 2012.  In 
any year in which TMO wheat sales for export exceeded 493,812 MT, or in which 
expenditures exceeded $27 million, Turkey would be in violations of its commitments.   
 
Wheat Flour 
 
Turkey is one of the world’s largest exporters of wheat flour.  Turkey’s WTO export 
subsidy limits for wheat flour are 56,178 MT and $1.4 million.  Based on our analysis, we 
believe Turkey is exceeding its export subsidy limits.  
 
Turkey makes use of two interrelated forms of export subsidies for wheat flour: first, an 
inward processing scheme (IPS), and, second, subsidized sales to millers from TMO 
stocks.  The IPS has been an important policy tool in the rapid development of the 
Turkish flour milling industry.  The stated purpose of the IPS is to allow flour mills to 
access milling-class wheat at international prices, thereby increasing the 
competitiveness of the flour milling industry.  Domestic market prices for wheat tend in 
normal years to be significantly higher than world prices, due to import restrictions 
(Turkey’s bound rate is 180%; the current applied rate is 130%) and the price support 
program.  These policies make the IPS an important tool for Turkish wheat flour 
exporters.    
 
Under the IPS, Turkish millers that export wheat flour have the right to import a wheat-
equivalent quantity of wheat duty-free.  Millers may substitute domestically produced 
wheat for imported wheat.  Such substitution is permissible under WTO rules, provided 
that the domestic product has the same characteristics as the imported product (see 
WTO-consistency analysis below).  Turkish IPS regulations appear on the surface to be 
consistent with this requirement.  According to the regulations, domestic wheat 
substituted must fall under the same twelve-digit customs code and be of the “same 
characteristics and quality” as the imported wheat for which it is substituted.  However, 
these rules are ineffective.  The relevant twelve-digit tariff line (1001.99.000011) covers 
all common wheat, regardless of quality, and the “same quality and characteristics” 
requirement is routinely ignored.  Indeed, the way in which the system operates makes 

                                                 
70 “Wheat Puzzle of Turkey: What Next” p. 13.  Informa SERES Report for U.S. Wheat Associates, 
November 2013.  
71  Turkish Court of Accounts 
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it impossible for millers to track the quality of imports against flour exports.  Turkish 
millers receive from the government inward processing certificates authorizing the duty-
free import only after they provide documentation showing they have exported an 
equivalent quantity of flour.  In most cases, millers then sell these certificates to traders, 
who use them to import higher-quality Black Sea wheat, which sells at a premium on the 
Turkish market.  Prices for the certificates fluctuate based on market conditions and the 
supply of available certificates, but in March 2014 certificates sold for $75/MT.72 The 
sale of IPS certificates is reportedly legal under Turkish law.73  
 
The sale of certificates is important for two reasons.  First, it means that millers have no 
control over the quality of wheat imported under the IPS system and therefore no way 
of ensuring that wheat milled for export is of a comparable quality to product imported.  
Second, it provides a subsidy to millers.  If millers are milling cheap, low-quality 
domestic wheat for flour exports, the subsidy is roughly equal to the difference between 
the price on the domestic market of high-quality imported wheat and the price millers 
pay for the low-quality domestic that they mill for export.   
 
There is considerable evidence that millers are indeed substituting low-quality domestic 
wheat.  The 2012 FAS/Ankara Grain and Feed Annual Report observes that “Turkish 
millers do not use high-quality wheat for export purposes.  They tend to import high-
quality wheat for their own bread and bakery production, usually more than 12% 
protein, and use the low-quality domestic wheat for their export markets.”74  Reports 
regarding the quality of Turkish flour at major export destinations such as the 
Philippines and Indonesia confirm this observation.  Moreover, much of the wheat used 
by millers is low-grade wheat from government stocks. 
 
In a December 2013 report commissioned by U.S. Wheat Associates, Informa/SERES 
documented significant TMO sales of wheat to millers for export under the IPS.75  These 
sales are contingent on a demonstration that the millers have exported a comparable 
quantity of wheat flour.  The report provides a full series of TMO sales under the IPS 
system, running from January 2010 to January 2014.   Many of the sales are at prices 
significantly below the government acquisition cost (i.e., the support price).  For 
example, on September 13, 2013, TMO sold a total of 382,399 MT of milling wheat at 
prices ranging from $252 to $272 MT.  This compares to support prices of $314/MT in 
MY 2013 and $373/MT in MY 2012.  
  
  

                                                 
72 FAS GAIN Grain and Feed Annual, TR4009, March  2014 
73 Informa SERES reporting.  Customs Law 4458, Article 83 allows for the transfer of “rights and 
obligations” to eligible entities.  This is presumed to include the transfer of IPS certificates.  There is 
nothing in this or other Turkish laws or regulations that prohibits the sale of such certificates among 
eligible parties.  
74 Ibid  
75 Ibid, P 25.  
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WTO Analysis 
 
The TMO sales at discounted prices clearly involve an export subsidy.  In fact, as 
previously noted, a dispute settlement panel and the Appellate Body found that similar 
sales by the government of Canada of milk to dairy processors were subsidized under 
the meaning of Article 9.1(c) of the URAA.76  The quantities involved are significant.  
According to the Informa/SERES report, sales totaled 849,550 MT in 2010; 88,384 MT in 
2011; 480,761 MT in 2012 and 1,033,000 MT in 2013.  Many, if not most, of the sales 
were subsidized, meaning that Turkey in all likelihood exceeded its WTO limits for wheat 
flour in each of the past four years based on TMO sales alone. 
 
Moreover, Turkey’s IPS system for wheat flour appears to be out of conformity with 
WTO rules.  Annex I (i) of the SCM Agreement allows firms benefitting from IPS to “use a 
quantity of home market inputs” to manufacture product for export, provided that, 
firstly, the quantity of inputs used is equal to the quantity imported; and, secondly, the 
domestic product has “same characteristics” as the imported product.  Annex III adds 
precision to this requirement, specifying that the home market inputs must have the 
same “quality and characteristics” as the imported product.  Article III also obliges a 
Member using a substitution system to be able to verify that the system meets the 
definition of a permitted program.   
 
If a country fails to adhere to the provisions of Annex 1(i) and Annex III – i.e., if it allows 
for the substitution of domestically produced product that does not have the same 
“quality and characteristics” as the imported product under an inward processing 
system – or if it fails to implement a compliance program that allows it to verify that it is 
in conformity with WTO rules on inward processing, then exports of the processed 
product are viewed under WTO rules as receiving an export subsidy.  On the basis of our 
research, we believe that Turkey is out of compliance with those rules.   
 
We do not have precise data on flour exports under the IPS, but we believe that the bulk 
of Turkish exports benefit from the program.  As the table below illustrates, the total 
quantity of exports far exceed Turkey’s WTO limit. 
   

Turkish Exports of Wheat Flour 
(MT) 

 2010 2011 2012 

The Philippines 100,129 105,549 177,800 

Indonesia 462,006 376,028 209,466 

Other destinations 1,274,160 1,503,028 1,606,150 

TOTAL 1,836,295 1,984,605 1,993,416 
Source: Global Trade Information Services 
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