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Abstract: In May 2002 President George Bush signed into law the Farm Security and Rural Investment (FSRI) 
Act of 2002, legislating US$180 billion in government support to US farmers of major agricultural commodities,  
for the period 2002 – 2011, an increase of US$54 over similar support for the previous decade.  The Act re-
introduced several measures considered to have a distorting effect on production and prices, which were 
discontinued under the previous Farm Bill of 1996. The FSRI 2002 Act was passed, notwithstanding global 
trends towards reduction in trade distorting domestic support.  It generated a vociferous outcry by both 
Developed and Developing Countries that were concerned that such a massive increase in spending would 
further distort world markets for agricultural products and contribute to the impoverishment of Developing 
countries heavily dependent on agricultural trade.  
 
 The U.S. is an important market for the non-traditional agricultural exports of CARICOM countries, second 
only to the European Union (EU). Most Caribbean Community (CARICOM) exports enter the S. under 
concessionary terms granted through the Caribbean Basin Initiative (CBI).  This paper examines the 
provisions of the FSRI Act of 2002 and their implications for CARICOM exports to the US  It concludes that 
the high level of subsidies granted to US producers could undermine the competitiveness of CARICOM 
agricultural products in both home and external markets and, along with technical regulations incorporated in 
the Act, may erode the benefits of the CBI to CARICOM exporters of non-traditional agricultural products. 
 
  

Introduction 
 

Ever since the US President signed into law the new US Farm Bill of 2002, officially entitled 
the Farm Security and Rural Investment Act of 2002, concerns have been raised in several quarters 
about the implications of the new Farm Bill for global trade in agricultural markets, its compliance 
with international trade agreements on agricultural trade and the commitment of the US to global 
trade policy reforms in agriculture, envisaged under the Doha Development Agenda and the WTO 
negotiations on agriculture.  Several countries, including Argentina, Australia, Brazil, Canada and the 
EU threatened to challenge the new Farm Bill under WTO Dispute settlement procedures and some 
indicated their intentions to seek compensation from the US for any loss in market shares resulting 
from the new Bill (ICTSD, 2002).  The Cairn’s Group of countries, which played a significant role in 
the agriculture negotiations during the Uruguay Round, stated that the sheer size of the level of 
support provided under the new Bill would hurt farmers around the world and that the Farm Bill 
would be particularly damaging to Developing Countries, many of which rely heavily on their 
agricultural sectors for economic development.  This paper briefly reviews the provisions of the US 
Farm Bill of 2002, its relations to the multilateral trade negotiations on agriculture and its likely 
effects on the agricultural exports of Caribbean Community (CARICOM) countries. 
 
 

Main Provisions of the US Farm Bill of 2002 
 
The US Farm Bill of 2002 covers ten titles (commodity programmes, conservation, trade, 

nutrition programmes, credit, rural development, research, forestry, energy and miscellaneous) and 
provides for an increase in US government support to agriculture amounting to approximately 
US$180 billion over ten years.  This amount represents a 70 percent, or about US$83 billion, 
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increase in the level of support provided in March 2002.  Practically all major US agricultural 
products stand to benefit from this increase in government spending.  In particular, nine basic 
commodities have been identified for support.  These include corn, wheat, cotton, peanuts, sugar 
and dairy. 

 
Arguably, the Farm Security and Rural Investment Act of 2002 reverses the policy shift 

towards greater market liberalization which was a distinct feature of the  Federal Agriculture 
Improvement Reform  (FAIR) Act of 1996, commonly referred to as the Freedom to Farm Bill.  
The 1996 Farm Bill sought to limit the trade distorting effect of government subsidies by decoupling 
payments to farmers from current price and production levels.  Under the 1996 Bill farmers received 
payments based on historical levels of support received, rather than on the basis of existing 
production decisions or prevailing market prices.  The 1996 Farm Bill also provided for gradual 
reductions, annually, in the levels of payments made to farmers and to a movement away from direct 
price support to less distorting forms of income support. 

 
The new Farm Bill of 2002 all but reverses the “decoupling” features of the 1996 Farm Bill.  

It provides for significant increases in the payments made to producers and broadens the coverage 
of agricultural products which could benefit from such support.  The Bill provides for the payments 
of direct assistance to farmers who enter into production flexibility contracts for the period 2002 to 
2007.  While such contractual arrangements existed previously, the Bill introduces a system of fixed 
direct payments to replace the production flexibility contract payments of the 1996 Farm Bill 
provided to beneficiary commodities, such as rice, corn, other grains and cotton; the commodity 
support programme has also been extended to cover new products such as soybeans, oilseeds and 
peanuts.  

 
In addition, the Bill continues the marketing assistance loan programme which provide non-

recourse commodity loans1 for selected products and loan deficiency payments, whereby a producer 
receives a payment equivalent to the difference between the market price of an agricultural product 
and an established loan rate ( or guaranteed price), whenever the market price falls below that rate.  
The loan rate for most eligible commodities, which includes rice, corn and soybeans, has been 
increased or maintained and the programme has been extended to include several other 
commodities including peanuts, wool, honey, small chickpeas, lentils and dry beans. Some 
CARICOM countries, notably Belize, Guyana and Suriname, have immense potential for the 
production and export of several of the commodities benefiting from the support provided under 
the Bill.   

 
The 2002 Farm Bill also includes a counter-cyclical programme payment that will be 

triggered when market prices for selected commodities fall below an agreed threshold. In this way, 
the 2002 Farm Bill establishes a direct link between income support and current commodity prices, 
which is a departure from the FAIR Act of 1996. The target price for rice is set at US$10/cwt, 
soybeans at $5.80/bushel and corn at $2.63/bushel. 

 
 
 

                                                 
1 Non-recourse commodity loans provide commodity-secured loans to producers for a specified period of time, after 
which the producer may either repay the loan and accrued interest or transfer ownership of the commodity pledged as 
collateral to the Commodity Credit Corporation (CCC) as full settlement of the loan, without penalty.  
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Some of the other provisions of the 2002 farm Bill include: 
 
(a) farmers who enter the production flexibility contracts would be required to 

continue to comply with certain conservation requirements to receive 
contract payments; 

(b) a new conservation security programme under which farmers would receive 
payments for adopting improved environmental practices; 

(c) expansion of the Farmland Protection and Environmental Quality Incentive 
Programmes under which farmers receive payments to keep land near urban 
areas in production and for manure clean-up or other improvements. 

 
An important provision of the Farm Bill is a requirement for “country of origin” labeling for 

meat, fruit and vegetables, fish and peanuts.  The legislation requires the US Secretary of Agriculture 
to develop mandatory labeling regulations for implementation in September 2004.  In the interim, 
country of origin labels would be voluntary, in keeping with guidelines developed by the US 
Secretary of Agriculture by September 2002.  CARICOM countries are not unfamiliar with the 
tendency to use trade rules, such as labeling or food safety regulations, or other technical 
requirements, as non-tariff or technical barriers to trade. Such requirements may also be costly or 
may involve complex procedures which render the exports of a country uncompetitive.  The present 
scope of coverage of the products for which “country of origin” labeling would be required includes 
a number of products for which CARICOM has a significant export interest in the United States.  
These include fish, crustaceans and mollucs, and fresh fruit and vegetables. 

 
Under the new Farm Bill specific commodity support programmes exists for dairy, peanuts 

and sugar.  The US sugar policy is comprised of two main components: the price support loan 
programme and the Tariff Rate Quota (TRQ) import system. Under the price support loan 
programme, the US Farm Bill of 2002 provides for the continued support of the price of refined 
sugar from domestically grown sugarcane at 18 cents per pound and 22.9 cents per pound for 
refined sugar derived from domestically grown sugar beets. 

 
The TRQ system is intended to ensure an adequate supply of sugar at “reasonable” prices 

for both consumers and producers.  Under the system, on June 1 of each year, the US Trade 
Representative, along with the USDA, is required to calculate the used and unused portions of the 
TRQ for each quota-holding country and may reallocate unused quota to qualified quota holders.  
Some CARICOM sugar exporting countries benefit from those quota allocations.  However, the 
difficulty faced by some of these countries in meeting their quota allocations may result in continued 
decline of CARICOM’s share of the US sugar market, consequent to the reallocation of quota rights 
to non-CARICOM sugar exporters. 

 
Other features of the sugar support policy contained in the 2002 Farm Bill include the 

elimination of market assessments2 on sugar and of penalties for forfeiting the loan programme.  
Under the new Bill marketing allotments3 for sugar were also re-established. 

 

                                                 
2  Market assessments are a fee or charge per unit of domestic sales that producers, processors or first purchasers must 
pay to help support the commodity programme costs. 
3 Marketing allotments provide each processor or producer of sugar cane or sugar beet with a specific limit on sales for 
the year, above which penalties would apply. 
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Government support to the dairy sub-sector is granted through (a) Federal Milk Marketing  
Orders which classify and fix the minimum prices according to the product in which milk is used (b) 
price support through government purchases of butter, non-fat dry milk and cheese; the minimum 
support price for milk is fixed at $9.90/cwt (or 99 cents per pound)  for milk containing 3.67 
percent buttermilk (c) Market Loss Assistance Payments , and (d) a Dairy Export Incentive 
Programme under which exports of US dairy products is subsidized. 

 
The US Farm Bill of 2002 in the Context of Multilateral Trade Agreements on 
Agriculture 

 
 The WTO Agreement on Agriculture (AoA) classifies domestic support measures into two 
major categories:  domestic support measures, which are considered to be trade or production 
distorting (amber box subsidies) and domestic support measures which are non-or at most 
minimally trade or production distorting (green box subsidies).  Direct price support to farmers are 
generally considered to be trade distorting while government income support to farmers decoupled 
from existing levels of prices and production are considered to be minimally trade distorting. Under 
the AoA , Developed Countries, including the US, agreed to reduce the level of trade distorting or 
amber box measures over 5 years (1995 – 2000), by 20 percent of the aggregate measure of such 
support provided during the period 1986 – 1988.  In comparison, developing countries committed 
to reducing their base period levels of trade distorting support by 13.3 percent over ten years (1995 – 
2004).    
 

Based on the US’ aggregate measure of (trade distorting) support in 1986 -1988, the 
maximum level of such support which the US can provide to agriculture in any one year since 2000 ,  
to remain consistent with its WTO obligations,  is US$19.14 billion.  This limit is not a requirement 
for the US to provide that level of support.  It simply indicates the ceiling beyond which decidedly 
trade distorting support may not rise. However, there is no upper limit on the more nebulously 
defined green box domestic support measures, for which neither Developed nor Developing 
Countries are required to make any reduction commitments under the WTO.  The basic criteria for 
the inclusion of a measure into the green box is that the support be provided through a government 
funded programme, does not involve transfers from consumers and does not have the effect of 
providing price support to farmers. Analysis by the WTO Secretariat reveals that the reduction in 
amber box subsidies by several Members have been accompanied by even larger increases in the 
levels of green box subsidies provided to agriculture5. 

 
The US states that the annual level of support which will be provided under the 2002 Farm 

Bill will be within the limits established under the WTO and would therefore be WTO compliant. 
The Bill authorizes the US Secretary of Agriculture to make any necessary adjustments to ensure that 
the US meets its WTO domestic support commitments.  This, however, is hardly any consolation to 
Developing Countries, such as those of CARICOM, since the Bill itself represents an increase in the 

                                                 
4 This figure compares to a cap of US$60 billion for the EU and US$30 billion for Japan.  However, the average number 
of farmers in the US is 2 million compared to 7 million in the EU. Hence on a per capita basis the level of support 
provided by the US is not significantly different from that which is provided to EU farmers. 
5 Total U.S payments in support of agriculture is approximately US$60 billion annually, an amount which is more than 
three times the Gross Domestic Product (GDP) of several CARICOM countries and which exceeds the GDP of even 
some Developed or advanced Developing countries, such as New Zealand. Not to be outdone, the total support 
provided by the EU to its farmers in 1999 was US$126 billion (IDEAS,2002) 
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level of farm subsidies which has been estimated at well over 80 percent of the cost of existing 
programmes. 

 
Ray (2002) argues that the 2002 Farm Bill is unlikely to have any significant impact on US’ 

agricultural production since the quantity of US government expenditure, under the new Bill, is no 
higher than the support granted under the previous Farm Bill, when the emergency bailout6 
payments, made since 1998, are taken into account.  He argues that the new Bill does not provide 
any new incentives for additional production.  Sumner (2003), concurs with this view, and argues 
that despite the new programmes with added links to simulating production, the new support 
programmes would stimulate production only marginally more than the subsidies of the 1998-2001 
period which were replaced. He notes,  however, that the Bill curtails the previous trend towards 
lower farm subsidies and smaller production stimuli and that the negative publicity surrounding the 
Bill has made negotiating reduction of farm trade distortions more difficult.  According to Ray 
(2002), it is the lack of supply control and other policy mechanisms, rather than the level of 
spending that, in the past, have influenced production and, hence, prices and income. 

 
Other critics have not been as generous in their consideration of the likely impacts of the US 

Farm Bill of 2002 on global trade.  Most analysts contend that higher levels of subsidies will give rise 
to large surpluses, which would displace farmers in less developed nations, making these countries 
more dependent on imports and, thus, exacerbating their growing international debts.  Orden (2003) 
contends that the US Farm Bill of 2002 goes against the grain of the liberalisation policies of the 
Doha Development Agenda and against the vein of the US’ own WTO proposals on agricultural 
trade policy reforms.  Mussel et al (2002) compares the US Farm Bill of 2002 to the failed 
protectionist policies of the 1960’s promoted by advocates of the Prebisch Thesis7 and says that it 
will deter developing countries from pursuing freer trade as a means of improving their standards of 
living.  He argues that Developing countries will not be prepared to liberalise their agricultural 
sectors if it is evident that Developed countries are not prepared to do the same.  The outcome of 
the recent WTO Ministerial Conference held in Cancun, Mexico, September 2003, in which 
Developing Countries seemed pitted against their Developed Country counterparts on the issue of 
farm subsides, and failed to make progress on negotiations towards greater liberalisation,  may be 
instructive in this regard.  

   
The multilateral negotiations on agriculture, as well as discussions at the hemispheric level 

within the Free Trade Area of the Americas, FTAA, are premised on a commitment to reduce the 
distortions which exist in global agricultural production and trade resulting from domestic support 
policies.  In fact, the Doha Development Agenda commits WTO Members to comprehensive 
negotiations aimed at, inter alia, “substantial reduction in trade distorting domestic support”.  
Coming, as it did, less than six months after the Doha mandate to reduce trade distorting forms of 
support to agriculture, the US Farm Bill of 2002, and the significant increases in support which it 
provides, seems to undermine the commitment made by WTO Members, including the US, with 
respect to global trade liberlisation, generally, and to the removal of distortions in agricultural 
production and trade, in particular. 
                                                 
6 These emergency bailouts were made to compensate farmers for depressed prices in addition to the farm support 
payments provided under the US Farm Bill of 1996. 
7 Raul Prebisch, a former Secretary – General of the United Nations Conference on Trade and Development 
(UNCTAD) during the 1950’s and 1960’s posited that the pervasive tendency for Developed Countries like the EU and 
the US to embrace protectionist policies (particularly in agricu lture) meant that Developing Countries were better off to 
adopt protectionist policies of their own as a means of growth rather than to pursue freer trade (Mussel, et al, 2003). 
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Developing Countries, with few exceptions, are hard pressed to provide even legitimate 

minimally trade distorting forms of support mainly because of budgetary considerations or because 
of International Monetary Fund (IMF) induced restrictions associated to loan programmes, but also 
as part of a philosophy of market driven and efficient agricultural development and trade.  Several of 
these countries, including most CARICOM countries have, either through their own volition or by 
sheer dint of economic circumstances, been forced to cut the level of support provided to 
agriculture generally, and, not having declared the use of amber box measures, cannot resort to the 
use of these measures to support their agricultural sector, beyond the de minimis levels or the 
Special and Differential Treatment Provisions of the AoA.  Against this backdrop, the reversal in the 
US farm policy towards increasing the levels of support to agriculture is clearly inconsitent with both 
the principle of fair traded in the multilateral and hemispheric trade negotiations and with the trend 
among developing countries, in particular, to enhance the efficiency of their agricultural sectors 
through policies which, inter alia, limit the grant of trade distorting support to agriculture.  The move 
by the US therefore thwarts the progress of both the multilateral and hemispheric trade negotiations 
and the improvements in the economies of developing countries which could arise from increased 
efficiencies in agricultural production and trade. 

 
CARICOM Agricultural Export Trade with the US8 

 
 The trade data for the period 1980 – 1998 indicate that the US is the principal export market 
overall for exports of CARICOM products, accounting for just over 39 percent of the value of 
CARICOM’s exports over that period.  The EU, which is the Region’s second largest export market 
accounts for 17 percent which compares favourably to a market share of 16 percent for intra-
CARICOM trade. 
 
 With respect to trade in agricultural products, the EU is by far the most important export 
market for CARICOM, accounting for more than 70 percent of total agricultural export earnings 
compared to about 26 percent for the US (based on 1998 trade figures).  CARICOM’s major 
agricultural exports to the EU are bananas, sugar and rice, the Region’s traditional export crops.  
Table 1 below shows CARICOM’s exports of the major traditional agricultural products for 1998.  
These products accounted for 55 percent of CARICOM’s agricultural exports to the EU compared 
to 13.5 percent of similar exports to the US.  
 
Table 1:  CARICOM’s Exports of Traditional Agricultural Products to the EU and US, 1998, ($’000) 

 
 US EU 

Edible Fruits and 
Nuts(mainly bananas) 

10,758 221,272 

Cereal (including rice) 64 54, 57 
Sugar and Sugar 
Confectionary 

35,141 293,286 

Total 45,963 569,315 
Total Agricultural 
Exports 

339,602 1,023,449 

 

                                                 
8 This section draws from the analysis of CARICOM’s export trade undertaken in Spencer and Francis (2001) and Singh 
et al (2003). 
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Both sugar and bananas benefit from preferential trading arrangements with the EU which results in 
these commodities receiving higher prices than would obtain on the world markets.  When these 
traditional exports are excluded from the analysis of CARICOM’s export trade, the difference in 
CARICOM’s agricultural exports to the EU, compared to the US, becomes much less obvious.  As 
such, the US may be considered a very significant alternative market to the EU for the non-
traditional agricultural exports of CARICOM countries.   Moreover, the expected decline in the 
value of the preferences which traditional agricultural exports of CARICOM receive in the EU 
markets, which could result from changes to the Common Agricultural Policy of the EU and 
increased pressure by WTO Members which are not party to those preferences, have prompted a 
diversification of both products and markets within CARICOM, with the US being considered a 
significant market for these non-traditional exports.  
 
 Table 2 below shows the value of Food and Agricultural Exports to the US by CARICOM 
Member States in 19989.  The major exporting countries were Jamaica, Trinidad and Tobago, 
Guyana, Belize and the Bahamas. 
 
Table 2: Value of Food and Agricultural Exports to the US by CARICOM Countries, 1998 ($’000) 
 
COUNTRY Value of Exports  

to the US($ ‘000) 
% of CARICOM’s  
agricultural exports to 
US 

Antigua and Barbuda        329 0.1 
Bahamas   39,574 11.7 
Barbados     4,565 1.3 
Belize   43,683 12.9 
Dominica        405 0.1 
Grenada     2,629 0.8 
Guyana   44,927 13.2 
Jamaica 123,064 36.2 
Montserrat           0  0.0 
St. Kitts and Nevis    3,219  0.9 
St. Lucia       170  0.1 
St. Vincent and the Grenadines       384  0.1 
Suriname   12,842  3.8 
Trinidad and Tobago   63,811 18.8 
TOTAL 339,602 100 
 
While the figures for the exports from the OECS countries are relatively small, these countries rely 
heavily on the US markets for exports of their non-traditional agricultural exports which include, 
principally, fresh fruits and vegetables and some processed foods such as jams, jellies and 
condiments. 
 
 CARICOM’s agricultural exports to the US over the period 1999 -2001 averaged US$383.3 
million compared to US$1036.8 million to the EU, US$56.5 million to Canada and US$25.3 million 
to Latin America (Singh, et. al, 2003).  Non-traditional exports, for which the US is an important 
market to CARICOM, accounted for 62 percent of agricultural exports compared to 38 percent for 
traditional exports.  In addition, processed agricultural exports, for which the US is also a significant 

                                                 
9 The last year for which complete information was available 



 8

market to CARICOM, accounted for 35 percent of exports compared to 65% for exports of primary 
agricultural products.  
 
Table 3 shows the principal Food and Agricultural Exports of CARICOM countries to the US by 
the Tariff Heading of the Harmonised System of Tariff Nomenclature.  The principal export 
products from CARICOM include: 
 

Beverages, spirits and vinegar (mainly rum and beer);  
Fish, crustaceans and molluscs;  
Fruit, vegetables and nut preparations; 
Coffee, tea and spices; 
Edible fruits and nuts; 
Edible vegetables, roots and tubers; 
Sugar and sugar confectionery 
 

Table 3: Principal Food and Agricultural Exports of CARICOM Countries to the US, 1998 ($000) 
 

Product  Export Value % of Total  
Agricultural 
Exports 

Fish, Crustaceans and Molluscs  165,324 48.7 
Beverages, Spirits and Vinegars 46,580 13.7 
Sugar & Sugar Confectionery 35,141 10.3 
Tobacco and Substitutes 32,639 9.6 
Edible Vegetables, roots and Tubers 14,503 4.3 
Edible Fruit and nuts 10,758 3.2 
Fruit Vegetables & Nut preparation 9,511 2.8 
Coffee, Tea & Spices 5,127 1.5 
Other Preparations 7,440 2.2 

 
The trade data for 1998 reveals that fish, crustaceans, and molluscs accounted for about 50 

per cent of the total value of CARICOM’s food and agricultural exports to the US and to over 80 
percent of the total agricultural exports of Guyana, St. Kitts and Suriname to that country.  In the 
same year beverages, spirits and vinegar accounted to 14 percent of agricultural exports to the US, 
sugar and sugar confectionery, 10 percent, edible vegetables, roots and tubers along with fruit 
vegetables and nut preparation and edible fruits and nuts, combined, accounted for slightly more 
than 10 percent of exports. 

 
CARICOM exports of Beverages, Spirits and Vinegar accounted for US$421.1 million of 

CARICOM’s agricultural (HS Chapters 1-24) exports for the period 1999 – 2001 (Singh, et al, 2003).  
This amount represents 28 percent of total agricultural exports for the period.  The US market 
absorbed 16 percent of these exports.  Exports of Fish, crustaceans and molluscs, for which the US 
is CARICOM’s main market, was valued at US$311.6 million or about 21 percent of total 
agricultural exports, which compares favourably to CARICOM’s exports of Sugar and sugar 
confectionery, for which the EU is the principal market and which amounted to US$320.9 million or 
roughly the same share as exports of fish, crustacean and molluscs.  In short, the US market for fish 
and crustaceans is just as significant to CARICOM as is the EU market for its sugar.    
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Other products for the US was CARICOM’s dominant market in 1999-2001 were Edible 
Vegetables, Roots and Tubers for which the US absorbed 47 percent of exports, Preparation of 
Cereals (51%), preparation of Vegetables , Fruits and Nuts (47%), Miscellaneous Edible 
Preparations (60%) and Tobacco and Tobacco substitutes (95%).  These figures reveal that the US is 
CARICOM’s main market for value-added agricultural products, as opposed to the EU which 
absorbs mainly primary agricultural products such as sugar, rice, bananas and rum in bulk.  Given 
CARICOM’s thrust towards the transformation of its agricultural sector through increased emphasis 
on value-added in agriculture, (CARICOM Secretariat, 1996) the US market is a critical one to the 
Region.  Therefore, policies which limit access to this market or undermine the competitiveness of 
CARICOM’s exports have direct implications for the transformation of the agricultural sector in 
CARICOM. 

 
Implications of the US Farm Bill of 2002 for CARICOM’s Agricultural Exports 
 

 Domestic support to agriculture distorts production and trade through its effects on 
domestic prices.  Domestic support contributes to high internal product prices which sustain the 
activities of high cost domestic producers which in turn results in a level of domestic supply which 
exceeds domestic demand, at the expense of cheaper imports and more efficient producers in 
exporting countries.  The US Farm Bill of 2002 is designed to maintain high internal product prices 
for US producers.  Invariably, the surplus production arising from these subsidies provided can only 
be disposed of through exports at less than border10 prices, thereby creating unfair competition for 
non-subsidised production of similar products or their close substitutes. 
 
 While it may be too early to assess the actual impact of the increased expenditure on US 
farm support on production levels in the US and on global market prices, given the normal lagged 
supply-response of the agricultural sector to increased government expenditure and that 
implementation of some of the government spending and regulatory measures would only take place 
over time, it is instructive to assess the likely impacts of the US 2002 Farm Bill.  The effects of 
increased domestic support to agriculture in the US on CARICOM exports may be considered on 
three fronts. First, domestic support granted to agricultural products may render the exports of 
similar products or their substitutes from non-subsidising countries, such as CARICOM, 
uncompetitive in US markets.  In this regard CARICOM producers of sugar, rice, fresh fruits and 
vegetables, dairy products, peanuts and oilseeds are likely to face further decline in the 
competitiveness of these products on the US markets.  
 

Second, CARICOM countries may face a decline in the competitiveness of their agricultural 
output in their own domestic and intra-regional market.  The high level of subsidies would make it 
easier for US producers to compete with domestic production, further compounding the difficulties 
faced by CARICOM countries with respect to scale production, level of technology and other 
factors which contribute to high production costs.  The liberalization of tariffs and the removal of 
other restrictions make it even easier for subsidized exports to gain entry to regional markets and 
displace domestic production. CARICOM maintains a CET which, for most agricultural products, is 
set at 40 percent.  Any reduction in the CET, or even in the WTO bound rates which are currently 
set at 100 percent for most agricultural products and which provide scope for safeguarding against 
surges in imports, without commensurate decline in domestic support to the agricultural sector in 
                                                 
10 The border price of a commodity is that which would obtain in the absence of any distortionary trade policy.  The 
world market price of a commodity is often considered to be its border price. 
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the US and other markets, would expose CARICOM agriculture to unfair competition and would in 
all likelihood lead to the complete demise of domestic agricultural production and trade.  The 
consequences for food security, rural employment and development, income distribution, exchange 
earnings and social and political stability in CARICOM are obvious. 

 
Third, CARICOM may find it increasingly difficult to compete with US subsidized products 

in third country (non-CARICOM) markets such as the EU, Latin America and emerging markets 
targeted by the US under its Market Promotion and Export Enhancement schemes.  High levels of 
subsidies for rice and sugar, both of which are significant exports of CARICOM to external markets 
will contribute to increased domestic production and exportable surpluses in the US, thereby 
affecting availability and hence prices of these products in the international markets.  Increasingly, as 
the preferential arrangements under which CARICOM countries export their main agricultural 
products are eroded, these countries are forced to resort to less lucrative and highly volatile world 
markets for their major exports.  The net result is that low world market prices, arising in large 
measure from subsidized production in major supplying countries, lead to falling revenues for 
producers in CARICOM countries, stagnated economic growth and general decline in living 
standard in these countries.  The decline in economies of the banana exporting countries of the 
Organisation of Eastern Caribbean States (OECS), notably Dominica, resulting in part from the 
erosion of preferences in their market for bananas and the consequent decline in banana prices and 
revenues to these islands, are illustrative of the pernicious effects of unbridled trade liberalisation in 
the face of distorted markets for agricultural products. 

 
 CARICOM has entered into several bilateral arrangements with other countries in the wider 

Caribbean – Columbia, Dominican Republic, Venezuela – and is contemplating similar 
arrangements with other countries such as Cuba and Central America.  Agricultural products 
comprise a large share of the commodities receiving preferential treatment under the existing 
bilateral arrangements.  However, the gradual erosion of tariff barriers within the hemisphere 
combined with the massive levels of domestic support provided to producers in competing 
countries will render these preferences meaningless as countries gain access to cheaper sources of 
subsidized products.  

 
Similarly, a decline in the competitiveness of CARICOM agricultural exports arising from 

the support granted under the US farm Bill of 2002 or as a result of new technical regulations, such 
as the new labeling requirements, may render the CBI ineffective in its objectives of encouraging 
trade and facilitating investment in CARICOM countries.  The CBI has done well in facilitating duty 
free access to US markets, but unfair price competition and costly procedures and technical 
regulations, either as part of the Farm Bill of 2002, or other regulations such as the US Bio-
Terrorism Act, may be even more restrictive barriers to US markets than conventional border 
measures. 

 
Sugar and Rice  
At the product level CARICOM’s agricultural exports to the US and other markets may be 

affected in varying degrees. In the case of the traditional agricultural exports – rice and sugar- the 
high level of direct support provided to those commodities remains unchanged. In addition, the 
elimination of the loan forfeiture penalty and of marketing assessments for sugar could increase 
returns to US sugar producers.  Also, the revisions to the flexible marketing allotments are likely to 
provide more effective support for sugar throughout the marketing year.  Although the cost of 
storing excess sugar has been shifted from government to the industry, the 2002 Farm Bill 
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establishes a sugar storage facility loan programme to assist processors construct or upgrade 
handling and storage facilities. The support granted to sugar will ensure that US sugar prices and 
production levels remain high which could have implications for quota allocations granted to 
exporting countries, including those of CARICOM.   US commitments under international trade 
arrangements, however, affect both the level and allocation of its sugar import quota which, at 
present, is fixed at 1.532 million short tons, raw value, per year. 

 
In the case of both sugar and rice, CARICOM exporters, notably Belize and Guyana, are 

likely to face increased competition with imported subsidized US products both within CARICOM 
and in third country markets.  At 25 percent and 30 percent, respectively, the current level of the 
CET on rice and sugar is below the 40 percent rate which applies to most other agricultural 
products.  At these rates subsidized rice or sugar from the US may very well find easy entry into 
CARICOM either in bulk or in refined/processed form, thereby limiting the scope for value added 
in rice and sugar production within CARICOM. 

 
Fish, Crustaceans and Molluscs 
Fresh Fruit and Vegetables 
These commodities, which constitute significant non-traditional exports of CARICOM to 

the US, would most likely be affected by the provisions of the 2002 Farm Bill relating to “country-
of-origin” labeling requirements. The Bill requires retailers to inform consumers of the country of 
origin of the following commodities: muscle cuts of beef, lamb and pork; ground beef, ground lamb 
and ground pork; farm-raised fish and shell fish; wild fish and shell fish; perishable agricultural 
commodities such as fresh fruits and vegetables; and peanuts. The required country-of –origin 
information is to be provided to consumers by a label stamp, mark, placard or other clear and visible 
sign on the commodity or on the package, display, holding unit, or bin containing the commodity. 
The label must distinguish between farm-raised and wild-harvested seafood products.  If wild-
harvested, the label must also distinguish between seafood caught in US waters from seafood 
obtained elsewhere.  Similarly, to qualify as meat of United States origin the animal from which the 
meat was obtained must have been born, raised and slaughtered in the US.  

 
  The requirements of the Farm Bill of 2002 may benefit CARICOM exporters, to the extent 

that it identifies the products of the region which may favour those consumers who may have 
developed a preference for such products.  However, although the country of origin labeling 
requirement applies to both domestic and imported agricultural products, the cost involved, 
particularly in maintaining records on the progress of a product from farm/exporter to consumer, 
may only compound the already relatively high production, transportation, handling and distribution 
costs of agricultural products from CARICOM counties.  Moreover, the requirement could lend 
itself to abuse as a non-tariff measure to restrict agricultural exports originating in the region, 
whether or not these products compete with US grown products.  CARICOM is not unfamiliar with 
the use of non-tariff measures such as the unjustified use of sanitary and phyto-sanitary or food-
safety regulations to restrict its exports – Jamaican áckee” and ice-cream from Trinidad and Tobago 
into the US, as well as fish and shrimps from Guyana into the EU, are notable examples. 

 
CARICOM countries would do well to encourage compliance with the labeling requirements 

of the new Bill although these requirements would not be mandatory until September 2004. 
 
CARICOM exports of fresh fruit and vegetables into the US market may also be affected by 

the provisions of the 2002 Farm Bill relating to Specialty Crops.  The Bill authorizes the spending of 
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$10 million per year to create demonstration projects aimed at increasing fruit and vegetable 
consumption and promoting healthy eating.  It also requires the US secretary of Agriculture to 
purchase at least $200 million in fruits, vegetables and other specialty crops per year.  The spending 
on fruit and vegetable production and marketing is likely to result in surplus domestic production in 
the US which could contribute to both a decline in the demand for imports from the Region and to 
an increase in the amount of subsidized fruits and vegetables entering CARICOM and other 
markets.  These cheap imported fruit and vegetables could affect demand for domestically grown 
fruits and vegetables and consequently hinder the growth of the non-traditional crop sector.   

 
Within CARICOM, the tourist market is a particularly sensitive one with respect to the 

utilization of domestic agricultural output.  Cheap supplies of high quality imported foodstuffs 
including fresh fruit and vegetables from the US may very well continue to offset the demand of the 
hospitality sector for regionally produced food supplies. 

 
 
Other Commodities 
The 2002 Farm Bill provides support to several other commodities which could pose a 

significant threat to domestic agricultural production or which limits the potential for the 
diversification of agriculture away from preference driven agricultural production.  These include 
support to dairy, price support to peanuts, peas, soybeans, corn and oilseeds.  The Dairy Export 
Incentive programme which subsidises exports of US dairy products by US$1.3 billion is likely to 
lead to relatively low import prices of milk and milk products, thereby resulting in increased levels of 
imports which would further retard domestic production and dampen exports of similar products in 
countries such as Barbados, Jamaica and Trinidad and Tobago in which the dairy sub-sector makes a 
significant contribution to agricultural output. CARICOM trade statistics indicate that dairy 
products, mainly from Trinidad and Tobago and Barbados, are significant in intra-regional trade.  
Moreover, both Jamaica and Trinidad and Tobago have succeeded in exporting small amounts of 
these products to the US.  Analyses of the performance of the dairy sub-sector in CARICOM reveal 
that high levels of subsidies in several developed countries including, the US, Canada, and the EU 
have resulted in low world prices for dairy which has decimated the growth of the sub-sector in 
several countries, Jamaica being an oft-quoted example.  Higher levels of support to US dairy 
producers, along with the export incentive programmes, would make it even more difficult for 
CARICOM producers to maintain their share of domestic, regional and extra-regional markets. 

 
Some CARICOM countries such as Belize and Guyana possess enormous potential for 

production of crops such as corn, soybeans, oilseeds and peanuts.  In the face of high levels of 
subsidies granted to producers in the US and other Developed Countries the chances for the 
development of these products remain slim.  In addition, the support provided to major grain 
producers in the US implicitly subsidises the cost of animal feed and benefits producers of poultry 
and livestock products.  To the extent that CARICOM poultry and livestock producers rely on 
imported feed, they may benefit from these lower costs.  However, subsided grain prices in the US 
militate against the use of regional supplies of feed material such as rice and oilseeds, production of 
which could increase with greater utilization by the regional livestock sub-sector.  

 
Conclusion 
 
The US Farm Bill of 2002 provides for a significant increase in domestic support to US 

farmers, which is likely to undermine the agricultural products of CARICOM countries on both 
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export and home markets.  These products include sugar, rice, fruit and vegetables and dairy 
products.  The increased spending and new regulations under the 2002 Farm Bill could undermine 
the benefits arising from liberal market access granted to CARICOM countries under the Caribbean 
Basin Initiative (CBI) and render the arrangement ineffective. 

 
 Not having recourse to the use of similar types of support for its producers, CARICOM  
may have to rely on the most widely accepted form of trade policy under the WTO, namely the use 
of tariffs, to help cushion the effects of competing, subsidized imports.  The existing tariff level on 
agricultural products, which averages 40 percent, may well be insufficient to safeguard the 
agricultural sector within CARICOM and protect the Region’s food security.  
 

 In light of this, CARICOM should maintain, with even more vigor, its proposals that tariff 
reductions on agricultural products, within the FTAA, be initiated from the WTO bound rates for 
smaller economies, as opposed to the applied rates.  Moreover, CARICOM should continue to push 
for the reduction in the levels of domestic support to agriculture in the US and other Developed 
Countries, especially for products in which it has significant export potential, before undertaking 
reforms in the tariffs which it applies to imports of agricultural products. 
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