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Chairman: Mz, L. Dana WIIGRESS (Canada)

Subject discussged: Surplus Disposal

Surplus Dieposal (L/451)

The CHAIRMAN referred to the Resolution of the UONTRACTING PARTIES of
4 March 1955 which took note of the intention of contracting parties "to
lignidate any agricultural surpluses in such a way as to avoid unduly provoking
disturbances on the world market that would adversely influence cither con=
tracting parties"., According to this Resolution, any contracting party meking
arrangements for the dispossl of surplus agricultural products should underteks
a procedure of consultation with the principal suppliers and other interested
contracting parties with a view to achieving an orderly liquidation and to avoid
prejudice to the interests of others. At the reguest of the Australien delegatien,
the sgenda included as an item a discussion of experience this year under the
Resolution. The Australian memorandum (L/451) stressed the responsibility of con-
tracting parties to dispose of surpluses so as to give full regard to the effects
on the trade of others and ensure that the conmsultation procedures provided for
in the Resolution be made effective.

Mr, WARWICK SMITH (Australia) said that one of the reasons for ciroculating
the note was that there appeared t¢ be some uncertainty as to their objsctives
in speking the listing of this subject on the agenda of the Session. The
Australian Government attached great importance to this subject and therefore
found 1t appropriate, valuable, and, in fact, essential for the CONTRACTING PARTIES
to discuss the guestion in the light of the Reacluvion of 4 March.

Regarding particular aspects of the problem, Mr. Warwick Smith explainsd that
Australia was not concerned, in comsidering experience under the Resolution, with
gexuine famine or floocd or other emergency reiief programmes. Australia had
actively co-operated in such programmes. Although, in a practical way, they had
hitherto been concerned mainly with disposals conducted by the Unitgd States, the
wording of the Resolution was general, and clearly applied to any cowntry arranging
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a surplus disposal transaction. In that regazirrd Australla accepted the nsed
to dispose of existing surpluses. Thsy considered, howsver, that such disg-
posals should be conducted 80 as to reduce to an absolute minimum the con~-
sequential affects upor the normsl commercial trade of affected countries.
Mr, Warwick Smith referrad to the FiaQ "Prineiliples of Disposal of Agricultural
Surplus”, accepted by many govermments members of both FAD and GATT.

The first of these principles was that the solution to problems of surplus
disposals should be sought, wherever possible, through efforts to increase
consumption rather than through measures to restrict supplies. The second
was that govermments with excess stocks of agricultural products should dis-
pose of such products in ar orderly manner 80 as to avold any undus pressurs
resulting in sharp falls of prices on world merkets.

The third principle was that where surpluses were disposed of under
special terms, thers should be undertakings thet such arrangemsnts would be
made without harmful interference with normal patterns of production snd inter-
rational trade., The Australian Govermment supported and commended these

principles.

With regard to disposals by the United States, without forgetting the
gratitude owed to that country for its efforts in supplying increased
quantities of food wher the need was great. this problem of surpluses had,
howsver, exiated for some years, openly recognized since about 1953,

While, over the past year or so, the stocks posit ion showed some improve-
ment, in some directiona the position had either barely been held or deterior-
ated. Moreover, there were grounds for believing that the full impact of
surplus disposals programmes had not yet been felt in international trade.
Hence another aspect of Australia's objectives in seeking a discussion by
the CONTRACTING PARTIES of experience under the Resolution was that the dis-
cussion might point ways in which that impact upon international trade might
be minimized in the future, This ain should be constantly kept in mind in

future surplus disposals.

In comnexion with the section of the Resclution regarding liguidation
of surpluses in such a way as to avoid unduly provoking disturbances on the
world market that would adversely influence other contracting parties, he
emphasized that the indirect results of surplus disposal transacticns have not
received sufficient recognition, Whether existing trade was provented from
expanding, or new trade outlets blocked, the offect could be just as serious,
The Australian note referred to triangular surplus disposal transactions in
order to draw attention to the possibly quite wide-ranging effecte of such
transgstiom 1f they were to become more frequent,

The note set out Auetralian experience under the comsultatiou procedures
roferred to in the Resolution. There had been some progress, through the
copsultation procedures, in reducing the disruption of trade arising from
surplus disposals, but there were real defects in smme of tThe arrangements
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- for consultations and his Govermment was not satisfied with the positicn that
had been reached, Perhaps the main improvement sought was in the timing

- aspest., Barlier notification of proposed transactions would remove several
causes ‘'of dissatisfaction. Time was neceszary to develop an adequate state-
ment of a country’s position, to zsdertain facts and weigh posesible cone
structive suggestions, but, most espécially the whole consultation procedure
could be frustreted if the surplus disposal negotiations were not se
arrangﬂd ag’ effectively to take into account the visws presented,

Australia wished to have confirmed their understanding that all surplus
disposals fell within the terms of the Resolution, that the consmliation pro-
~ cedures regognized in the Resolution applied to all dispcsals of surplus
" agricultural products in world trade,

Mr, Warwick Smith referred, as an example of the reactions and inter-
actions that could aries fram surplus disposals, to the present consultations
by Austrealia under Articles XII and XIV. Wheat, among other products, was
a8 vital element in Australia's earnings Jdf export income and to the extent
that surplus disposal transactions operated to reduce their exports -of wheat,
which they believed to have occurred, their export income was reduced, and
reserves of forsign exchange corrospondirgly reduced. In present conditions
that elaply meant that restrictione on imports from all sources had to be

intensified so much the more,

The Australian paper alsc referred to the position of importing countries
in surplus disposal itransactions. Some importing countries had entered into
‘sonsultations with their normal suppliers of the goods concerned and his
Govermment belleved that, at least in some circumstances, such a course would
help the importing country properly to welgh its own interests.

The Australien ettitude was not merely ome of complaint and criticiem,.
They had co-operated wherever possible in developing programmes to contribute
to & soclution of surplus problems and sought to be positive, construetive,
and realistic in the course of consultations.

In sumary, Mr. Warwick Smith rbferred to what had been pointed out
by the FAQ and others, that mcasures to disposD of surpluses already in
existence would not solve the surplus problem unless parallel measures were
taken to avoid the accumulation of new surpluses, Secondly, the possibilities
of internal utilization of surpluses should be fully sxplored. Thirdly,
surplus disposals in world trade should be directed towards supplying
additional consumption, and in such cases adequate safeguards ims$ .be applisd
to ensure that the objectives were achieved; in particular the countries
concorned muut ensure that the dispgsal for expoxrt of surpluses of agricultural
products wes conducted with adequate regard to the effect on the normal
commercial trade of othor contracting partiocs and that the consultation
procedures were managed so that the purpose of conaultatiom could in fact be
aochieved, that there be a real opportunity for views expressed in the
gourse or consultation to be taken effectively into account,
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He 4id not think that ocomsideration by a working party ¢f this item
would be necessary or particularly approrrizts but if the discussion
showed support as to the importance and continuing nature of this itam,
he hoped that it would again be placed an the agomde 2ox the next
Seasion of the CONTRACTING PARTIES.

Mr. IEDDY (United States} thought it might be ugeful, in view of
the Australian note and statement, to give some explanation of the
United States programmes at this stage, and, despite the relatively
short time since the Resolution on this subject was adopted, to review
briefly the United States experience im this field and perhaps to clarify
points which might have been obscura., These remarks should not be taken
in eny sense as a formal statement or report, but rather a description
of the various types of programmes which might be regarded in ons way
or another as involving surplus disposal operations, an indication of
the general size and scope of these programmes snd a clarification of
the differsent consultative procedures sprlying to each of theam.

Ths first and the most im;.urtant of these programmes wae carried
forward under Title I of the Agricultural Trade Development and Assistance
Act of 1954, For this progromme, Congress suthorized an expenditure
of $1,500 million over a period of three years for the disposal abroad
of surplus commodities, the disposals taking place pursuant to agreementa
between the United States and the govermment of the receiving country.

The procesds from the sales of thesg commodities in the country concerned
were dsposited in the currency of the foreign country, not in dollars,
the United States retaining title to these depcaits which could be ussd
for various agreed purposes, including United Stetss govermmental
expenditures in the country concermed. But by far the largest use of
these currencies was for tho purpose of making long-torm loans or grants
for dsvelopmental or other objectives within the recipient country.

As of 30 Juno 1955, twenty-one agreements under this programme had been
concluded with seventeen govormments covering scmo $436 million worth

of commedities calculated on the basis of their cost to the Commodity
Credit Corporation., Of this amount, approximately $168 million consisted
of wheat, $124 million of cotton, and $145 million of other cormodities,
principally feed grains, rice and tobacce. A2 these agroements
customarily roquired the recipient govermments to maintain their usual
marketings in respect cf such coomodities imported from the United States,
apart from those mprovided under the agreements, hia Govermment had agreed
that it was propor to have a eyatem of prior notification and consultation
with other govermments which might be affected. In referring to usual
marketings of the United States, however, it would be wrong if contracting
parties were led to conclude that, in the ebsence of these disposal
programmes, their total markeotings would necesasarily have been larger.

If any lapses had oceurrsd where countries believed they had a substential
interest ~nd had not been notified in advance or consulted, they were
entirely unintentional and the United States would be glad to disouss
them with the govermments affected,
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Thy pature of the consultetica process followed with respect to
Title T of P.L, 480 had already been explained during the Ninth Session.
Since that time, this consultative process had been subject to some
sriticiem by other governments, pariv.rs mosht ¢xplicitly in the note
circulated by the Australian Govermment, In some cases, the govermments
concerned appeared to have been gatisfied, and in otlers not, There
would of course always bw room for disagreement as o the possible effects
of particulsr programmes, but as to the nature of the consultative process
itself, and more particularly ths time within which they were completed, the
gystem outlined during the Ninth Sezsion was in process cf evolution and
experir.ont, Suggsstions had becen received and would bo studied, but
consideration of precise steps of consultation could hot be considered
in a vacuum, apart from the detailed programmes themselves, esince the
consultative process might well vary depending upon uhe concretoe pro=-
. gramme under considerabiou, B o :

The programes uvndeér Saoction 402 of'the‘Mntual Security legislation
were perhaps noxt in importance. To o considerable extont, these pro-
gramios were an extension and dovelormsnt of ioreign aid progranmes
from earlier years, In 1954 the Mutual Security legisiation reguired
that at Least $350 million of tctal aid authorizations be used to
finance the expo~t and sale of surrlus sgriculiural commodities for
foreign currencies, In 1956 this authorizaiicn was r:-lusci to $300 million,
These programmes wero nart and parcel of the total aid programmoes for the
countries concerned, which total programmes were bascd on an estimate of
overall need. Thercfore, if for eny given aid prograrme, ths component
rclating to surplus camoditios should be reduced. tre total programme
for that country would probabiy have to bo reduced and this, of course,’
would affect the aid allocations emong ~ a aumber of countries, Commoditios
financed under thes~ prograemmes, morecver, dil not need to be in sddition
to the usual markovings of the United States. Surplus commodities finenced
under Section 402 had generally been wold at p.wvalilay United States export
prices and private trade channols. had been use¢d to the maximum oxtent
prachicoblc. As of 30 June 1955, sales amounting to $#467 million worth
of surslus commaditieos had been authorized to twenty-one couniries,
covering sbout $143 million in grain; $4 million 4n rice. $250 million
in cotton, $15 million in fruit, $24 million in 7Tats and oils, $12 million
in dairy products, and $2 million worth of frozen besf, the cost of
transportation emounting to $17 million, While tho miuimum gual for
Section 402 disposals in fiscal 1955 was excoeded by a substautial mergin,
a similar result was not sxpected in fiezal 1986, Berause of the inbimate
relationship betwaen the Section 402 programmos and bolh the tetal and
country, allocations of foreign aild as a wholo. and bezausc thore wag no
necaessary presumption ihat shipmoents undor thoeco prograwmes would impinge
upon vae exports of other countries as agninist the normal commercial
oxports of the United States, the United Statos Goverament had not felt
it necossary, uor indeed feasible, to establizh a system of prior cons
sultation with other exporting novermeiitbs in conmerion with ilese
Section 402 programes, Novertheiszss, thoy wure ready to consult on
a review basgis with any government which felt that it had cauns for
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complaint about particulor transactions that hnd taken plaoé. Ho complaint
had astually been made, to their knowledge. }

Turning to the programmes for famine or emargency relief, Title II;
Public law 480 programmes; under this title of the Agricultural Trade
Developmont and Assistance Act, Congress had authorized the expenditure
of $300 million for the purpose of using surplus commodities to relieve
emergency snd famine conditions ass they might oceur abroad. Up to
30 June 1955, agreements had been concluded under this title with
fifteen govermments, and total disposals had smounted to $109 million
worth of commodities on the basis of their cost to the Commodity Credit
Corporation. Surplus commodities under this programme were distributed
froe of cost to needy people in the recipient countries. Under susch
conditions, it was not considered likely that the transactions would dig=-
place commercial marketings; but if they did have some effects of this
kind. there would be the questiunm of the extent to which the lummenitarian
agpects of such relief prograumss Sould properly taken into account
purely commercial considerations. For these rsasons, the United States
had not felt it desirable to consider such progrommes as these s matter
for prior consultation. The Australian statememt conmourred in this view
on the matter.

There remained for consideration those transactions in surplus
camodities which were executed on a hasis similar to darter, Title III,
Tublic Iow 480 programmes. Under this portion of the igricultural Trade
Development and Assistance act, Congress had authgrized the Coammodity
Credit Corporation to exchange surplus commodities for other commodities,
usuelly strategic materials. In such transections, American traders
took tho initiative in locating foreign merchants willing to trade -
their goods for United States agricultural products held by the CCO.

The Ameriecan trader could obtain a quotation from the Corporation, based
on world market pricss, which was firm for seventy-two hours, Usually
the trader would also arrange to sell the goods obtained from the
foreign merchant to the CCC at the going price. These transastions
were thus effected by private traders and involved participation by the
Government only to the extent of its willinguese on the one hand to

sell particular commodities at world market prices and, on the other hand,
to buy strategic materials at world msrket prices., In other words, the
Government did not itself arr ge the transaction or determine the
destination or source of supply. It would seem apparent that advance
United States notification to other exparting countries with reapect to
this type of transaction would be neither gractlcable nor realistic,
Surplus commuodities #old under Title III of Puvlic 1aw 480 ag of

30 June 1955 smounted to $282 million, The commodities regeived by

the 0CC in exchange for these sales had becn held by the Corporat:ion.

It was expected that the bulk of these maoterials would be transferred
ta the stockpile as atockpile funds becoms available to rejmburse the
Corporation. I8 should bo noted that eince transactions under this
progromme did not, of course, lnvolve any undertaking by foreign
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governments with respect to mmintaining their usual marketings from the
United States, it was not a presumption that these transactions would
displace the exports of other countries as against displacing the normal
exports of the United States. But again, as in other cases whore a specifis
procedure of prior comsultation had not been established and would not be
feasible, the United Stateas was. ready to consult with any other contracting
party which felt that a particular transaction had damaged its trade.

The Resolution on surplus disposal dealt with consultation in respect
of disposals in world trade. Mr, Leddy reminded contracting parties
that the United States had not neglected efforts to dispose of and curtail
surpluses domestically. In his stetement with respect to Section 22
restrictions, he pointed out that certain funds had been devoted to
domestic disposal through school lunch and similar programmes. The Govern-
ment had also recommended to Congress that authorization be given to utilize
up to 100 million bushels of surplus wheat for domestic feed purposes.

In summary, concerning consultaiive procodurcs under Tiilo I,
Fuablie Iaw 480 programmos; the United States had a system of prior nokifica-
tion and consuidtstion, and for othor progrummes a system of post consultution,
The system of prior notification and consultation was still being evolved, and
experience during the peast year might, after further study, suggest
possible ways of adjusting those procedures more closely to the desires
of certain other interested contracting parties. It must be rememtered,
however, that the nature and method ofoperation of the United States
disposal programmes raised practica! limitations as to how far the
TUnited States could reasonably go in meeting specific demands ¢f other
exporting countriss. His Goverwrient believed that the opportunity for
discussion and consultation provided in the present procedures offered
the best avenue for improving the procedures thamselves and safeguardiug
the interest of other exporting countries.

Mr. BARBOZA-CA#HNIIRO (Brazil) reiterated the view of Brazil that the
results of the Agreament could only be judged through the application of
all of its provisions in their entirety. Surpluses constituted only one
asdpect of the complex problem of ecommodity trade, The best solution of
the problem presented by the existence of surpluses. had not yet been
found, but the first step must comsist in multilateral action and the
inatitution of a system of sonsultations. Any plan which might result
ghould be taken seriously into account in the final decision of govermments,
and only inability to reach a common and equitable solution would justify
a return to unilateral attitudes, The Brazilian Govermment had always
supported international sction to confront the problems remaining from the
war, eamong which those of international ¢rade were undoubtedly of great
importance, However, an isolasted and partisl consideration of any
particular aspeet would not give complete satisfaction to those interested,
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Complete abandomment of bilatersl policies meant sacrificing freedom of
action which the great benefits promised by multilateralism seemed to¢
justify., The opposite of independence was dependence, not interdependence.
It must regretfully be recognized that the experience of the Agreement
over the past seven years, with the exceptions permitted gnd introduced
and the casuistical interpretation, had resulted in the instrumemt’s no
longer reflecting the theory of its inception.

The ATT was intended to froe international trade, but some ,
80 per cent of that trade, governed as it was by a régime of preferences
and waivers granted to industrialized sountries, took place contrary to
the most important principles of the Agreement. This sitvation threatened
the very bases of the aAgreement. The consideration of the problem of
surplusss ramained outside the GATT and all the efforts made until now
to show the need of common action had resulted in nothing concrete.
Without co-operation between govermments it was impossible to confront
with any hope of success such problems of intornational trade. Brazil
falt that these realitics of the situation must be faced, since the
Agreament could serve as a basis for multilateral actiom provided its
theory was not totally transformed in such a manner as to provide formal
approval under the Agreement for the most flagrant discriminstion. If,
on the one hand, waivers and preferences had effectively protected the
markets in underdeveloped countries for the products of the largs
industrialized countries, the same thing could not be sasid for commodity
trade, which had received no such consideration by the CONTRACTING PARTIES.
Must it only be the trade in manufacturcd goods which benefited from
the Agreement? And did the industrislized countries believe that
comodity trade presented no problems? The reply to these questions was
to be seen in the problem of surpluses presently befors the CONTRACTING

PARTIES.

Mr. Barboza-Carneirc drew attention to the contradiction in a
a situation where one contracting party presented a draft agreement to
regulatc conmodity agroemente while on the other hand rofusing to
participate in the Wheat Agreement of 1953, and another contracting
party refused ite support to the former while participating in the
latter. Moreover, the contracting party which wished to submit
primary commodities to intornational regulation participated in the
Tin Agreemont both a8 a consumer and as a producer, while another
contracting party having bilateral commitments or tin, opposed
a multilatoral solution supported by other coniracting partiea,
The varying nature of the problems of the commodity trade made dirvi-
cult a general solution, Nevertheless, collaboration in this field
must not be provented and it seamed to his Govermment possidble to
find collective solutions capable of protecting this trade against
‘the uncontrollable caprice of nature.
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The facts and situation deseribed by the aAuetralian note and
statement proved the urgent need of a general revision of th® rules
bitherto followed which took from the Agreement its function of
orienting governments towards a solution more compatible with the
. 8pirit of co~-operation, The GaIT was at the moment bafore
varicus parliements which no doubt would base themselves on the
letter of the text before them. The existence of the GATT depended
on the result of these ratifications. However, the Brazilian
delegation considered that international undexrtakings had no sense
and should not continue if the realities of the application of the
treaty turned out to be generalized exceptions. Apart from the
problem of surpluses, there were geveral aspects which brought into
.question whether the application of the Agreement was not being
unduly limited; for example, the deliberats exelusion of freight
policies and the distribution of maritime space, Thie question had
a direct bearing on certain primary commodities and was of importance
to Brazil, Maritime freight constituted more than 25 per cent Of their
balance of payments, and in this field there wers clearly diseriminatory
practices directly affecting the internatioral price of certain primary
commodities. Cost and insurance wers submitted to the Agreement, ‘but
froight remained outside. If the CONTRACTING PARTIES were to demonstrate
their sinoere intention of acting in accordance with the Agreement;,
they should examine and attempt to control any international action
contrery to the expansion of trade and the prineciples of the Agreement,

Mr, Barboza-Carneiro supported the most detailed examination
of the mattere raised by aAustrelia,

nr. ISBISTER 6canadsl said that his Covernment regarded surpluvs
disposal as one of the most important problaems of world trade, and would
have preferred the inclusion of provisions im thé Agreememt from the bogianing,
guwuiing forth agreed prineiples to be observed in the disposal of surpluses.
Unfortunately, this was and ha continued to be impossible, Canandian
delesationa had nevertheless given support, at successive sessions of
"the CONTRACTING PARTIES, to proposals for expanding the Agreement to take
acgount of surplus disposal. Until the CONTRACTING PsRTIES could develop
mathods of dealing with this problem, there would continue to be a sorious
gap in their work, whieh had been extended ussefully to -so many other

aspects of internationnl trede relations,

The Resolution adopted at the Ninth Session on surplus disposal,
providing for consultation emongst interested govermmenis to avoid damage
and disruption tc nommal cammercial trade ropresented a step ahead, and was
weloomed,  Consultation was always useful and had an important part to play
in oonnexion with this subject. It was perhaps not difficult to enunciate
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certain desirable principles upon which all could agree, but it would be
impossible to apply these principles,in practice, without close and con-
tinuing consultations amongst those conserned, FProbably all of the
contracting parties would agree, for example, on the dcesirability of genuvine
ald programmes to cope with the extremitios of humaen need, and on the
desirability, in general, of disposing of surpluges in ways which would
avoid damage to normal commercial markets., A government in posanssion ot
actual surpluses, however, might f£ind itself under intense political
pressure to dump its surpluses abroad. An exporting country might try te
Justify itself, on the ground that it was making a worthwlile conxribution
to a relief or aid programme, even though the recipient country might be.
receiving little or nothing of genuine assisbance. . Sometimes the exporting
country might argue that the dumping of an agricultural surplus, on con=
cessional terms, was designed to avoid damage to commercial merkets, when
-in fact this was not the case. There wss no way, thorefore, other than by
thorough-going, continuous and effective consultations, by which the ract
could be ascertained and damaging effects avolded,

Mr., Isbister had listonod with interest to the oxplanation provided
by the United States delegation of the procedures they had developed for
consultation under their various programmos of agricultural surplus dis-
pesal, In goneral oconomic torms, they understood that thero were really .
threo methods involved; ' agricultwral surpluses might be given away, or sold
at reduced prices; they might be exchanged in barter transactions for
materials acquired by the United States Government, mainly -for stockpiling
purposes; or they might be sold, not for dollars, but for® local currencies,
Under these various methods, consultation procedures had not been uniformly
thorough and effective. The Canadian delegation emphnsized, therefore, that
surplus disposal or export subsidization was involved whishever of Shese mOthods
wos used, The commitments made by individual contrecting parties with regard
to consultation applied equally to all types of progrummas for agriculturnl
surplus disposal, .

The agenda items under discussion referred to the expcrience under the
Resolution possed at the Ninth Session on the subject of surplus disposal.
Since only a fow months hand passed, it was perhaps too soon toc apypraise the
success of efforts to consult under the terms of this Resolution. In their
opening statement at the Session, the Canadian delegation had stated that
they wore by no means satisfied with the procedures for consultations thus far
developed. The main importance of this debate was to draw attention to the
urgency and importaonce of making further progress.

The problem of agricultunal surpluses, and of surplus disposel, was
important in itself and affected other large and important problems in ,
addition., An exporting country, which indulged carelessly in the dumping of
surpluses, would injure the trude of others. Quite often it would subjeot
its own commsrcial exports to even more sorious injury. To the extent thok
other countries found themselves unable to sell thoir normal agricultural oze
porée in normal channels, it was correspondingly more difficult for them to
‘make progress towards a more liberal system of trade and payments. Agrioultural
exporters werse not alone affected. Importing countries might appear superw
ficially to be the beneficiaries of agricultural surplus disposal but; over
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a few years' time, importing countries would be hurt by methods of agricultural
surplus disposal ; which impaired the normal channels of production ‘and trade
without producing a deperdadble substitute method for the supply of essential
foodstuffs.- All countries would be adversely affected in some way by the dis-

: ruption of - normal commcercial trade.

: This problem was *boo large and complex to solve it in the present debate,
The United States' difficulties could be sympathized with and understood. The
Canadlen and cther delegations were also concerned to meke clear that the
CONTRACTING PARTIES were confronted with a challenge and an opportunity to
attempt to deal more effectively with a large and serious problem. Mr, Isbister
sew no ne~d for a working party at the present time, but wished that ceareful
note be taken of all the views expressed and that this item be carried forward

for review at the Eleventh Session,

Dr. NAUDE (Union of South Africa) said that his government had shared the
di sappointment that the Review had not resulted in the incliusion cf provisioms
on surplus disposal in the Agreement. South Africe sgreed with Australia that
this was & continuing and pervawive problem which must be studied., The wide
_repercuseions of certein practices in this field had bBesao seen at this Session
in the balence-of-payments consultaticns, and certajuly the problems that arose
out of surplus dispcsal policies wers linked with the ability to reach the
objective of convertibility., The coisultation procedures under the Resolution
must be improved. Under which act disposals took place was irrelevant to
governments to whom the. important thing was tc receive advance notificaticm.
Dr, Neudé was aware of the problem ci the United States end recognized that
courageous ection had beea takep by the Adminisiration in the past months,
This was not to say that they suffered the problem gladly. He agreed that no
solution could be sought =t the present time, hoped that efforts would continue
to be made tp improve the method of consultation end supported the 1nclusion
of this item on the agenda of the Eleventh Session.

Mr. JHA {India) said that the degres of restrmnt and understanding shown
by the various speakers was a most important aspect of the functioning of the
Agreemen,t end contributed to the .efficiency of the consultatimm procedurs.
Australia was not seeking a new commitment bui stressing $.c 1@0-1@51'10@ of
snsuring that the consultation prozedures agrsed ‘at the Ninth Session were in
fact effective. The United Staites delegate had indicated that his Goverament
would cow~operate in this effort and that the procedures themselves should be
used to this end. If there were occasions when there was not sufficient time
for prior consultation, countries should bring the matter directly and
immediately to the notice of the United States Governmemnt.

- The problem of surpluses still remained a difficult ome, but he had been
glad to hedér expressed the view that they should be disposed of; that there
was no thought that they dhould be {»itroyed in preference to disrupting the
normal chennels of trade. He had also been gled to hasp reforence made tc the
‘FAO principle thet increased production should be met by increased consumption,
as acceptsd, since in Indis it was sometimes feared that GAIT might overlook
the humeniterien aspect of the problem, borne in mind by FAO. Also it had
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been asgreed in the Australian note that genuine aid to meet calamities and to
encourage consumption smong peoples who could not otherwise afford it, was
a method of dispossl which was mot harmful and therefore to be encouraged,
Nevertheless the problem remained since there was a limit to charity, Memy
thought in terms of considering changes in production policies, The Indian
Government laid greater omphesis on long~term eomsumption peifeies through the
sconomic development of cuuntriee who could not afford adequate standards of
living. So long @s this situation existed, the solution must not be sought .
in a readjustment of production downward. It could not bs said that a stage
of over~production in absolute terms had been reached, but only in relation
to effective demand, One of the solutions offsred by the GATT lay in the
revision of Article XVIII and the greater emphasis on economic development,

Mr., KASTOFT (Donmark) said that he hoped to receive some reassurance from
countries holding surplus stocks, and a greater simplicity in the provisions
of the laws in force in the United States on this subject would be one way to
@lve a greater measure of assurance. His Government had been in favour of
atrict rules belng included in the Agreement in this regard and had abstained
on the Resoclution which provided little improvement eamd no assurance. He
supported the Australian note end stztement and particularly emphasized the
- 4mportance of the disposal of surpluses in such a menner as to lead to increased
consumption (paragraphs 13 and 14). His Government sgreed that surpluses should
be disposed of in world merkets only when it was clear that all possibility for
increased internel utilization of surpluses had been exheusted. He agreed thet
the procedures for consultation should be improved. Denmark's experience had
been small since there had only been limited disposal of dairy products, but
there had been cases where they had felt that prior notification ought to have
been given and of which they had only learned incidentally. His Government
had noted with interest thet the procedures in the United States were evolving
emd hoped that ther> would soon be progress., He supported the inclusion of
this iter on the Eleventh Session's agenda. ‘

Mr. PHIILIPS (United Kingdom) referred tc United Kingdom support of the
Resolution passod at the Review Session, The related discussion clearly.
demonstrated the extent to which the interests of all the contracting parties
were involved in this problem, and the fact that it was adopted without disssat
. showed the importance atteched to the maintenance of proper consultative pro-
cedures in this field, It was a good sugury thet the United States Sovernment
had been able to accept the terms of this Resolution. It was claar despite
the short time since the Resolution that the experience of the primary producing
countries bearing the main impact of the disposal of the United States surpluses
had not been uniformly satisfactory, and in the few cases involving the United
Kingdom their experionce hed been a mixed one. United States cotton policy,
ir which the United Kingdom was particularly interested, hed lead to the creatiem
of lerge stocks overhenging the world merket. Uncertainty over the future of
these stocks hed for a long period bsd unsettling effects in the United Kingdem
and elsewhere, which would have boen reduced if there had beem confidence that
" adequate consultations would be undertaken before disposals were affocted, a&c
that their final outcoms would accord with the intention expreesed in the

Resolution.
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On the other hand the expsrience of the United Kingdom hed justified the
concern lest the benefits of ald programmes should be bought at the expunse .
of ensoureging discriminatory practices and discouraging competitive trading.
The triangular aid transactions in merticular should be carefully prepared in
order to avoid a situation whore sources of supply were selectzd arbitrerily
and not on the basis of normal commerical consideration. Such arrangements
were complex, but every effort must be made to ellow the free play of normal
commeraial factors., An illustration of this problem was the arrangemente
earlier in the year to supply sid to Pakistan in the form of raw cotton to a
third party which would in turan export cotton textiles to Paekisten., This
seened to determine arbitrarily which country was to obtain the order for the
gupply of the textiles, Consultations onsued and,with the co-operation of
the United States administration, it was possible to deal with the triangular
dispoeal arrengement in such a way that pormal suppliers wers not arbitrarily
displaced making it possitle for a number of countries, including the United
Kingdom, to participate in the trensaction according to their competitive abi-
1ity, and for-the principle of :mil4tisteral. competitive trade be mainteined.
On the other hand, the agreememt for the dispossl of feed grain earlier in the
yoer had lead to the abandonment of the principle of open international
tendering for the sonstras¥ion of certain United States bases in Burope, He
hoped that the United States would be able to devise arrangements which -would
not thus frustrate the CONTRACTING PARTIEY general policy of freer trade and

payments, '

His Goverament also recognized the importence of the responsibilitins of those
receiving surpluses as distinct from the responsibility which devclved on
those disposing of them and were consclous of the jmplications which their
acceptance of surplue commodities might have for their traditionsl suppliers.
The United Kingdom had acted aceczdingly, in that it had succeeded in securing
that the bulk of ‘commodity zid purcheses fram the United States had been in
eommodities which would in any oase have had to be purchased for dollers.

While ‘ue sisuabion under the Resclution was encouraging in some respects,
there was 6till ceuse for concern, and Mr. Phillips hoped that the United
States would in future be able to offer fuller co-operation under the terms cf
the Resclution. He welcomed the readiness of the United States Government %o
oonsider the adoption of improved consultative procedures. The United Kingdom
did not under-estimate the difficulties of the United States Government in the
disposel of surpluses, and recognized the benefits of the United States .
prog'am*b of economic aid and relief in which the disposal of mrp}gaes cften
played a substentiel part. The total value of investments held by the
Commodity Credit Corporation in price gupport commodities in June of this yeax,
howsver, was one billion dollars grsater then in the pret':eding yoar. it was
evident, thersfore, that the nsed for adequate congulbation was now oven more
urgent, It hed been useful to have this matter brought to the attenticn of
the CONTRACTING FPARTIES, He supported placing the item on the Eleventh

Sogsion's sgendea,
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Mr. IBSEN (Norwaey) supported the inclusion of this item on the agenda
of the Eleventh Session., Hie delegation considered that the different aspects
of triangulayr transesctions in perticular deserved more attention +han was
presently being given them, Normal Norwegisn oxports of commodities which
hnad very litvtle in common with the surpluses disposed of had heem hsmpared
‘bseause of these triangular transactions. He also drew attention to the fact
that, where surplus disposals wers linked with special discriminatory shipping
clenses, they might interfere with the normel structure of shipping and thereby,
among other things, have an adverse effect on the balance~of-peyments situation
of countries whose economy was largely dependent on the export of sexvices,

Mr, AZIZ AHMAD (Paskistan) was interested in this matter both from the
point of view of a country exporting primary commodities and from ths point
of view of a country which often received part of the surpluses, In their
view, the only thing that could be done was to seek a better system of con-
sultations and to see that consultations took plece sufficiently early for
countries effectively to express their views. With regard to the observations
on trismgular arrangements, he pointed out that in the case of the additional
textiles to Pskistan the arrangement had been made subject to the amounts
received being over and sbove mormel imports, Clearly, therefcre, efforts
wore made Yo prevent disruption of trade.

Mr. POWLER (New Zealend) said that his Govermment suppcried the views
of the Australian delegation. The problem of agricultural surpluses had
far-reaching implications on the conduct of internmational trade, and the dis+
cussion had shown full appreciation of this. The experience under the
Resoluticn of New Zealand whose principal intercst was in dairy products, hed
been disappointing over ths past months, In this time there had been an
ineremse in the United States digsposal operations in this field and little,
if any, prior comsultation by the United Statea. He had been glad to hear the
explanstion of the process of consultation in the United Stetes and, while
recognizing the difficulties of that country, was gratified to note that the
United States Govermment were prepared to re~examine their consultative
procedures with a view to remdering them more effective. Despite the lack
of specific provisions in the Agreement, New Zeeland attaehod great importance
to the Resolution end hoped there was no question tut that it covered every
aspect of sarplus disposal in world trade, FPor countrieam likely ’
to be adversely affected, the recommspdation to consult was their only
pafeguard that consideération of their tradg interssts would be considered,
It was important, therefore, that consultations should be as effective as
possible, He sunported the inclusion of this item on the agenda of the

Eleventh Sesgsian,

Mr. GARCIA OLDINI (Chile) sald that this was a matter which af fected
divectly both producers of primary commodities end the principles of the GATT,
Chile had slways supported the inciusion of provisions releting to surplus
disposel in the Agreement end it wes out of the impossibility of achieving
this thet the Rosolution hed omerged from the Review, This Resolution, which
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had been accepted unanimously, must be epplled in its entirety so as to
achieve its object of avoiding disruption to normal trade chamnels through

the instrument of consultations estabdblished by the Resolution. Experience had
shown that the application of the Resolubicn was not perfect. The complex
problems of the United States, vhich were beth political and social, were not
eaglly solved, but clearly they were making all efforts to resolve them as asocn

a8 possgible,

Chile zttached particular importance to the method of helping needy
countries which must not be treated in the same manncr as othor aspects of
surplus dieposal. So long as the need existed it was difficult to put a limit
to the aid given. It was, howewr, the other aspscts of surplus disposel which
wore more Important in volume and as disturbing normel trade. Even the best
intentions did not smeem to have given the reaults hopsd for from the consulte-
tion procedure., It was necessary that these become truly effective,

Mr. Gercia 0ldini thought that this matter could be usefully discussed in a
working party, but, 1f not, to wailt until the Eleventh Session was too long. He
suggested that the secreteriat investigate the matter in consuitation with
interested partles and precpare an analysis which could serve as a basis for
discussion at the next mceting of the Intersessimal Committee.

'‘Baron BENTINCK (Kingdom of the Netherlands) said thet as & amall producer
of egricultural products his country was interested that surpluses be removed
from the markets, subjeet to the importent qualificetion that this be dome in
en orderly menner., The provlom required examination internationally both in
. FAO and in the GATT; and the CONTRACTING PARTIES should find opportunities
for constant review. Possibilities of actiom in this field depemded much on
thes co~operation of the United Stebtes and he hoped the latter would continue
to participete actively in such discussions. He supported the inclusion of

this item on the Eleventh Session egenda.

Mr. de ST. IXGIER (France) supported the Australiasn view and said that
his Government attached great importance to effective internetional co-operatim
in the sxaminetion of all the problems posed by surplus disposal. From the
economic point of view, he would drew particular ettention to the uncertsinty
intrdiuced by the existence of continually growing stocks, the pressure, when
disposals were effected, on world prices, and the distortions which might be
imposed on ordinery commercial channels. Thers wns also the risk that discrim-
ination might result. The problem should be approached on the level of
international co~operation as it was not possible for a government acting in
isolation to be certain that it was acting in the general intorest. Concorning
the humanitarian aspect, a situation where large stocks were accumulated and
artificial support was given to producers while whole populations wers starving
was clearly intolerable. It had been said that the sclution lay not in reducing
production but increasing consumption. It hnod also been said that this problem
weas only one aspect of the problem of primary commodities, which was in turn
one aspect of the prohlem posed by the economic development of underdevel oped
countries which could only be solved by interpational action on a wide front,.
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It was for this reason that the prcblem of surpluses had to bs studied in
detail. The Resolution, if only a first atep, was better than isolated actim
by individual countries, .

Mr. ABE (Jepan) seid that Japan was interested in this problem not directly,
tut dbecause of being a large importer of primery commodities. They haed tenofited
in their belance-of-paymonts difficulties from roceiving surpluses which did not
require foreign exchange. They agreed that this was a complex matter and
supported consideration of it et the Eleventh Session.

. Mr, IEDDY (United States) thenked the speakers far their understanding
of the problems of his country. Simplicity in the legislation however much
to bo desired was difficult to reach in a matter of such complexity. He would
not wigh to leave the impression that consultatiomswould in fact be improved
elong the lines suggestoed in the debate tut the views expressed would be
communicated to the United States Government. He repeated that one of the most
promising avenues of improvement was in course of the consultations themselves.

Mr. MaCHADO {Brazil) supported the suggestion that the matier be considered
by the Intersessional Committee before the Eieventh Session. It was also
essent ial that a conclusicn of the present debate be recorded. It must be
clearly stetsd what the nature of the umsultations should be and what wore the
objectives of the Resolution. He still did not know from his discuseion whethor
these consultations should be bilateral or multilateral apd whether they should
teke place before or aftor the event. The CONTRACTING PARTIES could not disclaim
responsibility for the inierpretation of a Resolution that they had unanimously

adopted.

Mr. WARWICK SMITH (Australia) expressed satisfaction with the debate.
His delegation supported the idea that the Chairmen so summarige the debate
a8 to have a clear statement on the record. They understood from the United
States reprosentative that he agreed that the Resolutiorn covered all dlsposals
of surpluses, irrespective of the programme involved, While they did not
dispute the United States statement that it would be misleading for countries
to believe that, in the absence of the local curroncy trensactiona type of
disposals, their total sales would have beem larger, his Goverument nevertheleas
wished to ensure that these trensactions did not prevent lerger commereial salea.

This they belleved had occured.

The CHAIRMAN said that this problem of surpluses wes one of the most
serious confronting world trede. It had been emphesized that this was a
question of intermational collaboration requiring the continuing attention
of the CCNTRACTING PARTIES, Reference bad been made to the humanitarian aspect
mnd the need to solve the problem by an increase in consumpticn rather than a
decresse in production. The discussion had shown that the disposal of surplus
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sgricultural products and the consultation procedures relating to such
disposals refarred to in the Resolution of 4 Merch 1955, were matters of
serious and continuing importance to many contracting parties. A number of
countrise indicatcd that, in thelr 7view, tho consultetion procedures conducted
under the Resolution hed had some effeet in reducing tho disruption of intore
nationel trade, Most delegations, howover, h=d oxpressed the view that con-
sultations had not beon as effective as thoy would have wished or as they might
expect ir the light of thu provisions of the Resolution. 1In the view of meny
delegations a principal cause of concern ley in the fact that on the whole the
main impaet of surplus disposels had not yet been felt, and they emphasized
that this ought into strong relief the necessity for all countries disposing
of surpluses to give full consideration to the offect of their transactions
upon the trade of other contracting partlies. In connoxion with possible
improvement in the effectiveness of consultations it was clear that the
emphasis was upcen sufficient time to enable the viows expressed in those corsult—~
ations to bs taken effoctively into aceount.

The United Stat es delegate had indicated that the various comments which
had beem mede with the object of meking consultations on surplus disposals
more effective would de brought to the notice of his Government. He had pointed
out that the consultation procedurses were in evolution and continually undor
roview but that his Government would not find it practicable to undertake any
more specific responsibility in this connexion The Chairmen found generel
egreemsnt that the Resolution covered all disposals of surplus agricultural
products in world tradc and was not limited to particular types of programme,
It also seeped the general wish of contracting parties that, because of ite
important and continuing toncern to many of them, this item should be placed
on the agenda for the next Session., Chile, supported by Brazil, had proposed
that this subject should be considered before the next Session anmd that it be
roferred to the Intersessionel Committee, That Committee, in the ordinary
course of its duties, would give attention to the documentation required for
considering this question at the Elevenih Session and he suggested that the
Committee be left to consider how best this matter might be studied with a
view to making the discumsion at the Eleventh Session more useful and effective

then 1t would ve without adequate preparation,

The CONTRACTING PARTIES agreed that this item should be included on the
agenda of the Eleventh Session. ’

The meeting adjourned at 12,30 p.m.
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