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ABSTRACT 

 

Indian economy is in a downward spiral some say it is because of the Modi 

government, some say it is because of US and China trade wars, while others say that 

it is the world economy influencing the Indian Economy. But, the main reason why 

Indian economy is slowing down can be attributed to its agriculture industry. Yes, the 

above forces do influence the economy of a country but India being an agriculture-

based economy is substantively impacted by it.  

 

Agriculture can be summed up in some of its facets such as farmers, how they 

produce, what they produce, how much they produce and how much of the produce 

gets sold and thus revenue generated. Most significant revenue generation from the 

agricultural sectors come through exports of its products and this is governed by the 

World Trade Organization’s Agreement on Agriculture. 

 

This article analyses the Agreement on Agriculture and provides in-depth analysis of 

India’s obligations under it to clarify and all misinformation of India not fulling its 

obligations that prevail outside the academic world of Law. The paper also explores 

the legal dimensions of the ongoing agrarian distress while relating it the International 

Laws. The paper suggests policies that could be changed or amended in order to bring 

export-led growth to the agrarian sector in deep distress a much needed and pending 

boost that the author thinks can revive the aging economy of the country. 
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INTRODUCTION 

 

The agrarian distress of India is not a problem unknown to the masses, it has been 

around for a long period of time and if steps are not taken to avert its effects on the 

society, the distress aided with the other factors might just one day take a bigger shape 

that the economic crisis of today itself. 

 

“Agriculture is the greatest and fundamentally the most important of our industries. The cities 

are but the branches of the tree of national life, the roots of which go deeply into the land. We 

all flourish or decline with the farmer.”  

-Bernard Baruch. 

 

 Low growth compared to other sectors, weak earnings, disproportionately high 

suicides and distress behaviour such as large-scale internal migration have signalled 

that something is wrong with the rural sector in India. This is not the first time, and 

neither will it be the last if we do not act now, we need stringent norms and others 

forms of relief to be provided to the farmers to help the agricultural industry thrive 

again. India is an agricultural-based country, and the agricultural sector alone 

contributes 17.5% of the total GDP. 

 

 Like all aspects of society today, the agricultural industry is also governed by laws, the 

industry abides by the domestic as well as international law to facilitate its functioning 

and streamline its working parts. Most of the industry right from the prices of the 

seeds to the prices of the finished products is controlled by the government through 

domestic laws and policies. However, there are some international laws also that 

influences the domestic agrarian laws, that have the power to bend them as is suitable 

for the international context, after all the agricultural industry relies heavily on exports 

for profits. The most important international binding rules on agriculture is the World 

Trade Organization’s Agreement on Agriculture(AoA) and the GATTT. 
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The World Trade Organization & the GATT 

 

From an international law perspective, the WTO/GATT is treaty-based organisations, 

in the light of the fact that all the WTO agreements and treaty provisions are binding 

on the Member States. When signing the Uruguay Round Agreement, all the parties 

agreed that the WTO treaty agreement was to be accepted in a comprehensive manner, 

which is also designated as a single undertaking. After attaining membership, a 

Member State has an inherent obligation to ensure the conformity of its domestic legal 

system and the related statutory provisions and regulations with the WTO agreements. 

Nevertheless, exceptions are allowed depending upon the economic and political 

situation of the nations. 

 

A key factor in its effectiveness was the willingness of the GATT / WTO process to 

meet the different needs of Member States. Both decisions on the rules governing the 

formulation of new provisions are made unanimously by Members as a whole, either 

by ministers who meet at least once every 2 years or by their ambassadors or delegates 

who meet regularly in Geneva.There are two modes of decision-making in the WTO, 

the consensus method and the voting method. Decisions are deemed to be decided 

by consensus if none of the Member State present at that meeting objects to the 

proposal. Where a decision cannot be taken by consensus, the decision in the 

ministerial conference is taken by a majority of the votes cast, unless otherwise 

specified in the WTO agreement. Although, there is a possibility to choose to vote in 

the WTO system, in a situation where a consensus cannot be reached, however, the 

preference to resolve issues through consensus remains the priority. 

 

On the contrary, GATT 1947 covered mainly the voting method, and there was no 

explicit reference of the word consensus in this previous institution. The WTO is 

specifically a trade-regulatory organisation. However, it is different from other 

organisations. Structure in such a way that it virtually covers both legal and economic 

issues of international trade, which is also evident from the procedural aspect followed 

by the DSB. Briefly, the WTO can also be regarded as a set of rules and agreements 

negotiated by a group of the world's trading nations.  
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With the formation of WTO, the discussions on the unsettled issues among the 

Member States remains ongoing. The primary function of the WTO is to regulate 

trade amongst the Member States, and this also means a forum for the discussion of 

many crucial matters such as subsidies. In comparison to other global institutions, the 

WTO has distinct objectives: the main objectives of the WTO are to promote free 

trade and create fair opportunities for development among its Member States. 

 

In the WTO, there is no such specific definition of Developing countries; rather, a 

Member State declares itself whether it should be categorised as a Developing country. 

Developing Countries form a heterogeneous group because of the different features 

creating different kinds of economic situation in these countries. The Developing 

countries category includes a large group of nations, and a simple classification is 

unable to reflect all the different interests and objectives, so they are further sub-

classified as:  

 

(a)  classification on the basis of GDP per capita  

(b)  classification on the basis of net trade position classification on the basis of 

shared characteristics  

(c)  classification on the basis of human development,  

(d)  classification on the basis of geographic location Member States that are 

categorised as Developing, can claim various kinds of exceptions to the 

MFN clause.  

 

These exceptional clauses are mainly, in the form of a Generalised System of 

Preferences (GSP), Special and Differential Treatment (SDS), both of which act in 

support of Developing and Less-Developed countries. 

 

The objectives of the WTO, such as welfare, development and creating a market 

opportunity for trade among the Member States are based on common trading 

concepts, such as efficiency and fair trade regulatory measures, and these act as 

underlying concepts in most of the WTO Agreements. When reading the AoA and in 

particular defining the scope of Agricultural subsidies, one inevitably needs to refer to 

the SCM Agreement, in order to link it with the broader contextual approach of the 
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WTO objectives A subsidy as described in the SCM Agreement is a general description 

of the various forms of state assistance in international trade, covering both the impact 

on private enterprise as well as on non-corporate economic classes and institutions.  

 

Nevertheless, the AoA does not describe the word "subsidies;" it specifies that, under 

Article 9.1 of the AoA, export subsidies are those contingents on export results. In 

order to establish state support quantity and the probable effects caused because of it, 

the AoA applies a general term, i.e., AMS, the Aggregate Measurement of Support. As 

per the WTO trading system, Member States have different levels of concessions, the 

threshold level, i.e., permissible/non-permissible levels, of state support.  

 

The main concern when including the Agreement on Agriculture was to considerably 

strengthen the free trade market rules, by restraining the use of subsidies for trade in 

agriculture, or agricultural products on a similar basis as the SCM Agreement does for 

the goods in general. The specific definition of a subsidy is mentioned in the SCM 

Agreement and in order to maintain consistency between the agreement is also applied 

in the case of trade in agricultural products. Clarification has been made in this regard 

by the A.B in the case of the US-FSC," that the necessary interpretation of a subsidy 

is the same and a subsidy is mainly a matter of fiscal gains.  

 

The description of subsidies as covered under the present SCM Agreement was 

introduced with the concept of 'specificity. During the Uruguay Round, the inclusion 

of the term specificity enabled financial contributions by governments to be linked 

with the benefits to the recipient and with the specific objectives, for which such 

measures were taken.  

 

The term specificity mainly covers the procedural aspects with further condition-

based classification in order to make a distinction between (1) subsidy and subsidy like 

effect, (2) export-based subsidies and subsidies for domestic markets (3) Industrial 

and Agricultural subsidies and further distinction, in case subsidies are intertwined. 

Despite sharing a common ground of free trade with the SCM Agreement, there are 

some unique features that distinguish the AoA. It is probably the difference in the 
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specific concerns between the two agreements that have led to the further 

classification of subsidies for agriculture into three sub-categories.  

 

In the context of WTO economic categorisation, Developing countries can also be 

termed as upcoming economies as they are in the transformation stage. During the 

preliminary WTO discussions on agricultural-trade, the key issues that were involved 

were "the export subsidies and high tariffs of the industrialised nations, undermining 

the Developing countries and Less-Developed countries' efforts to build up their 

economies through free trade." The fulfilment of the objectives such as gradual 

economic advancement and the concerns for food security justifies subsidies by the 

Developing countries in general and by the Less Developed countries more 

specifically.  

 

An issue of concern for the developing countries is that they face difficulties in the 

form of quality restrictions and tariff measures in the markets of the developed 

countries. Such policies can also be because the countries they see as potential export 

markets intend to impose higher duties on processed imports than on the raw 

materials, as an alternative to tariff escalation-in order to protect their processing 

industries. Reforms in the agricultural segment of the economy along with other 

sectors are that are important for the developing countries, as the vast majority of 

their rural population is engaged in farm activities directly or indirectly.  

 

Taking into account the diversity among the Developing countries, different sub-

groups can be formed. Most of these countries have different socio-economic and 

political situations, and the agriculture patterns also differ a lot. For the emerging 

economies such as China and India, developing their infrastructure in the agricultural 

sector was primarily fundamental, for attaining comparative advantages subsequently 

in other sectors. After this stage, these Member States followed a course shifting, from 

the production of farming products to industrial and technology-based products.  

 

It can also be mentioned here that in order to attain the target, the Developing 

Member States referred to followed planned agriculture-based economic policies. The 

success of China is one example of how planned agricultural policies supported the 
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development of the industrial sector. After agriculture self-sufficiency, China has 

come forward with an outward-looking development model; one that is not shared by 

many of the Developing countries. It is worth considering that adopting a similar type 

of model may be beneficial other Member States, although these policies may be based 

on a socialistic pattern.  

 

While making a comparison between the Developed and Developing countries 

agricultural policy, one can assess that the structural adjustment policies for attaining 

higher economic objectives are not substantially strong in the case of Developing and 

Less-Developed countries. This has also resulted in several new types of problems 

such as the agricultural workers becoming landless, a rise in unemployment, and other 

social problems such as drug abuse. The Developing and Less-Developing countries 

then also fall back into establishing industrial and farming policies as part of a single 

economic programme, in the light of free trade objectives, thus losing the balanced 

approach.  

 

Agreement on Agriculture 

 

The Agreement on Agriculture also popularly known as the “AoA” is an international 

treaty that was finalized in the Uruguay Round of negotiations of the GATT and is 

now enforced in through The World Trade Organization, it was enforced on 1 January 

1995 its formation. The WTO Agriculture Agreement includes clauses in three specific 

agricultural and trade policy areas: market access, domestic support and export 

subsidies.  

 

India, being a developing country, has different commitments as compared to that of 

a developed country in the WTO’s AoA, most people fail to understand this and often 

go on to say that Indian agricultural laws are not in compliance with the laws of world 

trade organization, but in fact they are as India has different commitments to the laws 

of WTO. The new GATT agreement and the WTO laws is a kind of a mixed bag with 

the plus points outweigh the minus. No doubt, the new GATT arrangement will raise 

the prices of agricultural inputs like HYV seeds, fertilisers, pesticides but with this 

India’s market opportunity in exports of agricultural commodities would increase. 
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Thus, Indian agriculture and agri-business should get the kind of boost it has never 

known by exposing itself to the broader world market.  

 

The farm lobby would see significant growth in exports in superior rice, vegetables, 

fruit, fisheries and meat products, vegetable oil processed products and flowers. The 

reduction in export subsidies on agriculture by developed countries will make Indian 

agricultural exports more competitive in world markets. 

 

The obligations and commitments under the AoA of India are as follows: - 

 

1. Market Access 

 

India maintained quantitative restrictions for reasons of balance of 

payments. The only commitment that India needed to confine and restrict 

its activity was in respect of its primary agricultural products to a 100%; 

processed food to 150%; and edible oil to 300%. Of note, negotiations under 

Article XXVIII of GATT were concluded in December 1999 for certain 

agricultural products such as skimmed milk powder, corn, rice, spelt wheat, 

millets bound at zero or low rates. 

 

2. Domestic Support 

 

India provides no product-specific support other than assistance for market 

prices. In the comparison period, i.e., 1986-88, there were 22 goods for 

which India had market price support programs, out of the 22 goods, 19 

goods are listed in the Indian commitments to GATT, like, jawar, maize, 

groundnut, rapeseed, barley, gram, tobacco, toria, cotton, bajra, tur, jute, and 

sugarcane. 

 

During the observation period, the average specific goods AMS were minus 

Rs. 24,442 crores. The negative statistic arises from the fact that international 

prices of all goods are higher than domestic prices during the base era, except 

for tobacco and sugar cane. The specific product AMS value can be figured 
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out by subtracting the domestic price from the international price and then 

dividing the figure that resulted from the above subtraction by the 

production amount. 

 

Different subsidies for non-products are determined by taking into 

consideration subsidies for fertilizers, crops, energy, water and electricity. 

The gross AMS was Rs.4581 crores (non product specific) during the 

reference period. Taking into account both product-specific and non-

product-specific AMS, the overall AMS was less than Rs. 19,869 crores, 

around minus 18% of the total agricultural output value. 

 

Since the cost of the AMS is negative and also by a substantial amount, there 

was no question of our following reduction commitments. As such, in our 

plan filed under GATT, we have not made any commitments. Marketing 

year figures 1995-96 display the product-specific AMS statistic as minus 

38.47% and AMS(non-product-specific) at 7.52 percent of the total cost of 

production. Under Article 6 of the AoA (Agreement on Agriculture), it can 

be further deduced that the domestic support provided to the low-income 

and low-resource farmers. This is the reason that our gross AMS is always 

below the 10 percent de minimis level. 

 

3. Subsidies regarding exports 

 

In India, agricultural product exporters do not receive direct subsidies. There 

are only two types of subsides that are provided to the agricultural product 

exporters in India, they are: 

 

(a)  exemption of export earnings from income tax as 

provisioned in Income Tax Act(Section 80-HHC), that too 

is not a part of the subsidies specified as Agriculture's entire 

income is excluded from income tax.  
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(b)  Freight costs subsidies for the sale of certain goods, such as 

grapes, vegetables and plant products. We stated in our 

commitments schedule that during the transition phase, 

India reserves the right to return benefits (such as cash 

compensation). 

 

India is ideally blessed with a variety of agro-climatic conditions and a large reservoir 

of capital and soil regimes that enables it to produce a variety of crops and agricultural 

products for export as well as domestic consumption purposes. Fuelling the cause are 

the experienced farmers and their large community who had readily adapted to the 

demands of the international scenario of development and diversification. Promoting 

agricultural exports is seen as an important tool to fuel rural and "real economy" 

growth and create conditions for increasing farmers ' returns. 

 

Also the EXIM POLICY of India's government (2002-2007) is trying to give the 

country's export drive the requisite impetus and direction. In turn, the world trade 

system has helped open up a new dimension to sell, profit and earn more from the 

domestic-agricultural products in the forms of export market. The Agriculture 

Agreement (AoA) or more holistically the World Trade Organization, provides with 

new opportunities in the forms of foreign markets to export the domestic agricultural 

products and on that front, India haven’t reached its apex point or is to still make 

benefit from the expansion of the global market, and emerging opportunities in the 

developing countries. 

 

Due to self-sufficiency of inputs, India has an advantage over other agricultural 

exporters in several products, but that of pesticides and fertilizers, all due to 

considerably and comparatively low labor wages and the varied agro-climatic factors 

that the diverse geology of the country offers. Throughout the years, these influences 

have made it possible to export various agricultural goods like aquatic commodities, 

castor, spices, tea, coffee, oil meals, cashew, fruits and vegetables, cereal, castor and 

tobacco. In spite of consolidation, certain products like the Basmati Rice is the niche 

market of India. 
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India has leading production values in commodities and goods like cotton, soyabean, 

rice, sugar, tea, vegetable oil, spices, wheat, tobacco, and coarse grain, are the ten most 

valuable agricultural products currently representing more than 80% of world trade. 

Besides these, fishing offers tremendous export potential for fruit and vegetables 

spices such as milk, meat products. Horticulture covers approximately 12 million ha, 

comprising approximately 7% of the total plant area. Approximately 150 million tons 

of annual production. India accounts for nearly 10% of fruit and 14% of vegetables 

in the country. India produces 50% of the world's mangoes, 19% of bananas, 36% of 

cashew nuts, more than 10% of onions, 38% of cauliflower, 28% of green peas, and 

so on. Notwithstanding all this, our share of world fruit and vegetable exports is only 

around 1%. However, India only produces a mere 2 percent of the total growth of 

fruits and vegetables around the world, where there is a possibility to increase this up 

to 10 percent. 

 

Among agricultural exports, export of processed commodities specially fruits and 

vegetables are predicted by experts to have a high potential of growth in the 

international market. Of the total export volume, although their steady increase in 

export is evident, refined fruits and vegetables and exports of refined fruits and 

vegetables account for just about 6% of it ,although all types of governmental and 

institutional support have been provided to raise the standards of production to 

international level Talking about the processing rates, it varies according to the type 

of sector we are talking about, focusing on fruits and vegetables, processing rate in 

India is calculated to be at 2%. It is very high even in developing countries like 

Malaysia and Thailand. Likewise, India's value added is measured at 7 percent relative 

to the Philippines ' 45 percent and China's 23 percent. 

 

India being a developing country, is having a hard time competing in the international 

market with the developed countries and their regimes of subsidies to their agricultural 

products, have a relatively stable economy and the resources they can provide them 

with high levels of subsidies. To make Indian agriculture competitive and improve its 

production, it is therefore imperative to establish practical strategies. For this reason, 

on the one side, Indian agricultural sectors needs to be funded in a manner so that it 

can increase its competitiveness without losing the quality of products, on the other 
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hand, the agriculture sector of developed countries receive great support, we should 

try to substantially reduce them. 

 

Due to WTO, Indian export’s YOY increase and the increased market share is forecast 

at US$ 1.25 billion, slightly less than projected at US$ 1.5 billion to US$ 2 billion by 

the Ministry of Commerce. According to the National Council for Applied Economic 

Research, popularly known as NCAER, 17 agricultural goods such as oranges, litchi, 

banana, sapota and corn are highly competitive in exports. According to the WTO 

Agreement on Agriculture, after eliminating qualitative restrictions on imports, the 

biggest challenges to overcome is to raise the quality as well as level of production of 

agricultural commodities to international competitive levels. The regional productivity 

is smaller than the world average for several products. There is scope to improve crop 

production and increase agri-exports as a result. 

 

Between 1994 and 2003, we were busy finding flaws with the WTO Agreement instead 

of paying attention to enhancing the facets of our agriculture's production, efficiency, 

diversification, its sustainable future and value addition. Consequently, post-harvest 

technologies still lie in the medieval ages and thus creates the production-post-harvest 

discrepancy whilst handling infrastructure of perishable goods continue to remain 

poor.  The WTO does not have a visible agenda for resource-poor farming families. 

In its effect, globalization has proven fundamentally asymmetric. Countries most 

focused on primary product exports have not been able to take advantage of the free 

trade system that the international market ushered in with the implementation of AoA.  

 

Developed countries, consequently, nations of wealth are not ready to roll out 

distorting export barriers and offer mainly agri-developing countries greater market 

access. Globalization produces both losers and winners, which includes both 

challenges and rewards. Now, let’s look upon the World Trade Organization’s impacts 

on Indian export industries and its effect on agri-products. 

 

▪ Increasing inequality has emerged, not a convergence in income levels 

between countries and people. 

▪ There has been pervasive discrimination among and among countries. 
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▪ The wealth and earnings are more divided and the share of employment 

reduced while the share of profits rose. 

▪ Organized Labor as well as Labor immobility has been affected by Capital 

mobility and have been reduced to a significant ratio. 

▪ Deprived real wages and Excess labor supply can be attributed to the 

increase in the problem of unemployment. Economic and social institutions 

have not grown at pace with the rapid growth of global influences and 

market.  

 

Some measures that can be taken to promote exports are: - 

 

1. Infrastructure Development  

 

The lack of adequate infrastructure, in particular cold storage and freight, is 

a major obstacle to export promotion. It is important to promote public-

private collaborations to construct these facilities and ensure their proper 

maintenance. Financial assistance does not diminish, as the Indian 

Government provides a range of possibilities under its capital subsidy system 

as well as the schemes provided for by APEDA. 

 

2. Marketing Strategy  

 

Where there is an expanded potential for developing countries to have 

unlimited and unrestricted access to global market by the elimination of all 

statistical constraints,it is imperative for India to develop new forms of 

marketing and strategies for it that can handle large import of goods and 

commodities from other nations. 

 

3. Contract Farming  

 

In order to not only provide a broad basis for the treatment of raw materials, 

but also provide the right type of inputs and other linkages to make the 
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quality standards suitable for export results effective, contract farming must 

be encouraged. 

 

4. Trade-Related Intellectual Property Rights  

 

Indian Farmers ' Rights and the Biodiversity Act 2002, as well as provisions 

to recognise and reward the efforts of primary biodiversity preservatives and 

traditional knowledge owners must urgently undertake Genetic and Legal 

Campaigns to increase awareness among panchayats and farm families about 

the implications of conserving plants and plant variation. 

 

5. Credit Facilities  

 

Farm Export cells in each AEZ can be developed with the help of the 

Agricultural ministry and APEDA in the EXIM Bank in order to give advice 

to agro-exporters and provide with technical support. 

 

Some policy changes that the Sovereign Republic of India needs to implement and 

bring in to the limelight without any more delay to ensure compliance to World Trade 

Organization laws and let the agricultural industry reap its full benefits. 

 

• The production of commodities from farms needs to be enhanced 

• In order to promote the export of agricultural commodities, the improvement 

of credit loans to farmers and eventually credit flow is required. 

• Encouraging collaborations between the state and the private entities to promote 

infrastructure investments such as work in farming, irrigation, cold storages and 

other things of the sorts. 

• Arrange and mobilize farmers to form alliances that jointly manufacture and 

process products at regional and global international market levels including 

SHGs to plant, produce seeds, store, sell. 

• Increased investment in healthy and economical seed business development. 
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• With public-private collaboration, organizations needs to be identified to 

associate them with agricultural process of manufacturing, packing, production 

and advertising whilst developing them with vertical integration. 

• The system should be simplified for contractual and industrial farming 

governance 

 

Concluding, let us not forget what Dr M.S. Swaminathan, a pioneer in agricultural 

research said, “India should ensure that all boxes in the WTO must be abolished, and 

trade distortion and unfair practices must be spelt out clearly and factors governing 

sustainable livelihood should be recognised so that resource-poor, developing 

countries should be able to place restrictions on imports.” 

	


