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The over-the-top reaction by farm leaders to the minimal progress reported from the WTO world trade talks in Hong Kong which ended on Sunday does no service to Irish farmers who face undoubted challenges in adjusting to a more market-oriented environment with less support in future.
The suggestions that the preliminary agreement on the elimination of export subsidies by 2013 – which remains to be confirmed by next April – would cost up to 50,000 jobs in the agri-food sector, destroy a third of Irish farm output and cut farm incomes by one third are so wildly inaccurate that a sense of perspective is urgently needed. 

The EU had already agreed to eliminate export subsidies in July 2004, almost 18 months ago. The EU is the only major user of export subsidies in agriculture, and the writing has been on the wall for some time.

The export of food surpluses with the aid of subsidies is deemed so unacceptable that it is criticised not only by other food exporters who are obviously damaged by the practice, but also by the many food importers, mainly developing countries, who might be assumed to benefit from the availability of cheaper food. 
The EU, and the Irish Minister for Agriculture, in securing agreement on 2013 as the end date for export subsidies, rather than 2010 as the US and many developing countries had demanded, have ensured a reasonable period to allow the Irish agri-food sector to accelerate its decreasing dependence on these supports.

How big is this challenge?  Export subsidies are used to bridge the gap between EU prices and world prices when beef, dairy products, sugar and other products in surplus in the EU are exported to non-EU countries. 

In the case of beef, the EU is now a net deficit area, and the volume of beef exports from Ireland will decrease in any event as farmers adjust to the economics of the Single Farm Payment. 
The future for Irish beef is selling to high-value markets within the European Union, not shipping commodity produce to the Middle East or Russia with the aid of export subsidies. 

We are already far less dependent on sales to non-EU markets than a few years ago, and this trend will continue. By 2013, the elimination of export subsidies will be irrelevant to the Irish beef industry.

Dairy product sales to non-EU markets will remain important, because the EU remains a significant net exporter of dairy products. But some EU dairy produce is already exported without the aid of refunds.

The future demand for export subsidies will depend on the level of world market prices. World prices for milk powder have been sufficiently buoyant in recent years that the level of export subsidy required has been very low. 
Milk support prices are due to be further reduced under the CAP Mid-Term Review, and world dairy product prices are likely to strengthen further as growth in the Asian economies powers ahead. Thus, it will be difficult, but not impossible, for the Irish dairy industry to adjust to life without export subsidies.
It is the value-added sector of the Irish food industry which will feel the pain from their elimination. The higher EU prices it pays for its raw materials of dairy products, sugar and cereals will no longer be offset by subsidies on its exports to third countries outside the EU.  

While this will be a significant problem for the EU giants in the food confectionery business, the exposure of Irish high value added food firms to non-EU markets is much less.

The EU agreement to eliminate export subsidies by 2013 is conditional on parallel movement by other players, notably the US, to eliminate the less direct methods it uses to support its agricultural exports, notably through export credits and food aid. 
Agreement to export credit disciplines is more or less achieved, and will ensure that, in future, government-funded export credit programmes must be self-financing. The issue of food aid is, frankly, irrelevant to Irish farmers. Most US food aid is in the form of cereals, and causes no commercial displacement of Irish dairy or beef exports. 

Phasing out export subsidies over the next eight years will have a minimal impact on the Irish agri-food sector. But the more difficult negotiations on market access lie ahead over the next four months. 

Here the EU offer to reduce its tariffs on agricultural imports by up to 60 per cent, provided there is a substantial offer by other countries to reduce their barriers to EU manufacturing and services exports, would lead to significantly lower prices for Irish farm produce. 

To meet this challenge requires concerted action by all those involved in farming to lower costs and raise productivity. There should be a national target to improve productivity by 4 per cent per annum, which over an eight year period would enable the farm sector to cut its unit costs by one-third. 
This will require the removal of self-imposed constraints on land and milk quota mobility, enhanced expenditure on research including the exploitation of biotechnology, and the vigorous implementation of the National Spatial Strategy to ensure the widespread availability of off-farm job opportunities in rural areas. 
The important message from last week’s Hong Kong meeting is that Irish agriculture must learn, can learn, to compete in a more global agricultural market. Closing one’s eyes to the need for change is no substitute for action.
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