("Step Two" is Step One in World Assault on U.S. Ag – NEA Business Today – 9/29/05)

While the U.S. cotton industry is still reeling from the WTO's decision regarding Brazil's complaint against the complicated U.S. "Step Two" Cotton program, many growers outside the industry, have taken little interest in the case or the possible  effects it will likely have on all of U.S. agriculture.

The Step Two program is complicated indeed.  Many cotton growers themselves have difficulty understanding exactly how the program works and why it was targeted by Brazil.  In short, Brazil (backed by several west African nations), in it's WTO case, charged that the Step Two program was trade distorting arguing that U.S. millers were incentivised through "illegal" subsidies to purchase more expensive U.S. cotton, thus prohibiting market access to those nations (Brazil, et al.) whose cotton was being sold on the world market at a much cheaper price.

More than a year after the charges were first leveled in the WTO, the U.S. acquiesced favoring negotiation over litigation, and so the Step Two program is being dismantled.  So why should rice or soybean producers be concerned?  They're not interested in growing cotton.  When you look a little closer you'll see that the case brought against the U.S. cotton industry was just the first salvo in what will likely be an all out international barrage against U.S. farm policy.  

In fact, it was the U.S. soybean industry that Brazil first sought to target in their campaign against U.S. agriculture.  The Brazilian's believed that U.S. subsidies were distorting the world soybean market (surprise, surprise).  After some consideration, they realized it would be difficult to make a case against the U.S. soybean industry at that time since prices were up and U.S. farmers were not then receiving subsidies.  They then identified cotton as a vulnerable commodity and set about building their case against the Step Two program.

Emboldened by one victory, it's only a matter of time before rice, wheat, corn and every other crop produced by American growers comes under attack by the WTO led by none other than Brazil.  "Trade distorting practices" will continue to be the mantra of the “under-developed” nations for years to come as they rail against U.S. agriculture.  The irony here is that had it not been for the help of the U.S., Brazil (and many other nations) would not be anywhere close to being a serious competitive threat to U.S. producers.  

Sadly, an over-regulated U.S. ag industry is now feeling an exodus of sorts with U.S. investors continuing to pour billions into the Brazilian ag sector.  Even some American growers are selling off their farms at home to buy Brazilian land (at rock bottom prices) and set up their farming operations there.

Brazil is one of the world's biggest soybean producers, but in light of this WTO ruling, they will now likely emerge as a major cotton player on the world stage putting even more pressure on U.S. growers.

Farmers beware; the WTO cotton decision is just the first in a series that will ultimately affect every U.S. producer regardless of their crop.  "Step Two" is just step one in the world's assault on U.S. agriculture.

