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1. The Working Group was established by the Agriculture Committee in February 1972
with the following term of reference: "to examine the various techniques and
modalities for future negotiations as they relate to agriculture, and to report to
the Committee". (COM.AG/24).

2. The Working Group met on 27-30 March, 1-2 May, 8-9 June and 24-27 July 1972.
The documentation before it included, in particular, a working paper prepared by the
secretariat (COM.AG/W/77) and annexed hereto.

3. The order in which the Working Group examined the techniques and modalities of
the various measures will be found in the table of contents which follows . The Group
recognized, however, that the list of the measures it had examined was not exhaustive
and that the fact that certain measures or combinations of measures had not been
examined in no way meant that they ought to be excluded from future negotiations. The
Group is nevertheless of the opinion that the work which its members have carried out
together has been very useful, since this has made it possible to obtain a better
understanding of the content and scope of the suggestions made by the various
participants in this discussion.

4. In accordance with the method which had been proposed, the members of the Group,
when examining each measure, gave their views on the various advantages and
disadvantages which it seemed to involve. It follows that the expressions of
opinion for and against each measure in no way represent the unanimous opinion of the
Group. A measure regarded by one or more members of the Group as being advantageous
may be unfavourably viewed by one or more other members. For instance, a technique
which is favoured by an importing country will not necessarily be favoured by
an exporting country. The listing of the advantages and disadvantages of each method
should thus not be taker to imply that members of the Group or the Group as a whole
were in agreement on each of the points mentioned in the report; it simply means that
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each of these advantages or disadvantages was referred to by one or more members
of the Group. This is all the more inevitable because the Group's work was
essentially of an exploratory nature, and because the examination of the techniques
and modalities does not imply any commitment by delegations to conform to a
particular technique or method in the negotiations.

5. The Group took note, however, of the limitations on its work caused by the
fact that it has not yet been possible to discuss the objectives of the future
negotiations. Several delegations agreed that it might be desirable to establish
common objectives for future negotiations in agriculture, but felt that this
matter lay outside the scope of the Working Group and could usefully be taken up
by the appropriate body at a later stage. It was suggested that among the
objectives should be the assurance of stable markets for agricultural products
and a steady expansion in agricultural trade, and co-operation between exporters
and importers to this end; special attention to the particular interests of
developing countries; and substantial liberalization of all barriers to the free
flow of international trade in agricultural products. Members of the Group
expressed the hope that the Agriculture Committee would try to specify the
objectives of the 1973 negotiations in the agricultural sector.

6. Members of the Group expressed also the hope that discussion in the Agriculture
Committee would give the necessary orientation on the various techniques and
modalities discussed by the Group, so that participants in the 1973 negotiations
would be able to determine with greater precision which of them were the most
appropriate for the negotiation.

7. It was also noted that the negotiations might cover a large variety of
techniques and this might imply that the evaluation of each of these techniques
might also have to be considered in the general context. This would not mean,
however, that in future negotiations there might not be recourse to a global
technique or to a common denominator, it being understood that account might be
taken as far as possible of the particular situations of various countries
possibly by combining this global technique with other techniques so as to achieve
a reasonable balance of advantage. Through these techniques it would be desirable
to assure that concessions in one area would not be nullified by the erection of
new barriers in other areas.

8. The Group also noted that its work had been done on a theoretical plane, in
the sense that no reference was made to the position of a particular product or
country. Some members of the Group expressed the view thai it would perhaps be
desirable to provide specific illustrations of the exercise on techniques and
modalities by referring to clearly defined products or sectors and suggested that
the Agriculture Committee might consider the preparation of pilot studies in
order to point up practical possibilities.
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9. The Group recalled the understanding reached in the Agriculture Committee
that "the Working Group shallpay special attention to the particular interests
of developing countries". It also recalled that in this connexion the hope had
been expressed that these countries would actively participate in the Working
Group and that their representatives would make known their views on each
technique or modality as it was being examined, especially as regards any
particular adaptation that might be required. Adaptations which certain developing
countries would like to make to the application of certain techniques and
modalities have been noted in the present report. However, the suggestions
presently made by them are of a preliminary nature, in view of the limitations of
the developing countries in this respect, particularly without knowing the
objectives of the negotiations or the general objectives of the work in hand.
The Working Group expressed the hope that more specific suggestions would be forth-
coming from the developing countries in due course to enable any necessary
adaptations to be made to meet their particular needs and interest in the
agricultural sector.

10. The Group also decided to ask the secretariat to submit to the Agriculture
Committee at its next session a study on the implications for the developing
countries of the various techniques and modalities of the future negotiations
relating to agriculture. .It expressed the hope that it would be possible for the
secretariat to make the study available well in advance of the session to
enable it to be fully examined, particularly by the developing countries.
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Chapter I. SPECIFIC MEASURES

Examination of Techniques and Modalities for Negotiations on Export Assistance
(Section 1)1 --

tDirecti techniques for the abolitisnsof export aide (Section 1, paragraph 4)2

11. A member stated that his objective was the ultimate elimination of export
aid and that any techniques leading to this, whether in single steps or in
stages, should be examined.

xexportaidssitsoran of a(a))ida (pagraph 4

12. The point was made that this technique would require a defïnition or a
listang of export wiws, Reference vas ma e to the listnon practices anuexed to
Section 1. The following alternative suggestions were made in this regard:

(a) Detine all practices that should be elaginated, but isrse that the liît is
not limitative sm mhat other forad of export ail,lincluding new1y devised
ones, could be added.

(b) Define aflfmited range oa practiceh, selecting teoee which can ba easily
defined and controlled; agree to a generil basket provlslon covering ail
others, e.g. not to engage in any practices with a similar effect. A safe-
guard provision with a nullification or impairment clause could be added.

(o) Define a list of practices fyr each countrf fn the basis oa a request and
offeh procedure; tfefequivalence oa commitments would be a matter of
negotiation. A nullification or impairment clause could be added, with
proeresons for reprr entations, consultations, etc.

13. It was swuggested that as anaomplete elimimtion at short notice might create
diffculties, one might set a date in the future by which the elimination should
be coxplete. Each country would be free to adjust in the intervening period as it
saw fit.

1The references to sections, daragraphs an sub-paragraphs relate to the
numberg doin workinA AW/Wment COM.ÀG,o/o7, annexed ta the present report.

2See.aleoILI3472, Annex 1, paragraph 4-18.
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14. The point was made that an agreement on abolition of export aids might not
be self-balancing and that counterparts might need to be sought in other areas.
A member observed that a complete elimination of export assistance might prevent
some countries from exporting; another member commented that the elimination of
such assistance was a matter for negotiation, and for assessment by each country
concerned.

15. A member saw the following advantages in a prohibition of all export aids as
listed in the Annex to Section 1: it would put a stop to all the practices listed,
some of which had so far not been covered by GATT provisions; it would lead to
a reduction in the volumes offered on world markets and thus have an upward effect,
considerable at times, on world prices; it would reduce outlays by national
exchequers and the savings could be put to more fruitful use. Another member
pointed to additional advantages of elimination: it tended to restore the
validity of a world market and make it a more effective instrument for distributing
world production and trade on the basis of price criteria.

16. It was pointed out that the elimination of export aids might shift the
burden of adjustment onto other mechanisms. If export aids were banned and
governments did not wish to rely solely on the world market, they could deploy
their support in other ways, for instance by stockpiling, production controls, or
by measures of income assistance. In the absence of other internationally agreed
limitation, importers might also try to insulate themselves from imports, while
those who were both exporters and importers might restrict imports of substitutes
to enable them to dispose of the non-exportable quantities of the product on the
home market.

17. A further member considered that an abolition of export assistance would also
have the following effects: competition among exporters based on financial
strength to subsidize exports would stop; some exportswould expand and provide
reasonable returns to producers; world prices would change and would need to
provide a larger share of returns; alternative outlets for supplies not sold on
international markets would have to be found, e.g. through increased domestic
consumption or storage; higher unit costs to importers might influence production
levels and patterns; the withdrawal of export subsidy payments would cause some
farmers to abandon production, but if other methods of support were found this
might result in more overall support than before.

Techniques for progressive abolition (paragraph 4(b))

18. Several members considered that a prohibition of all export assistance
measures was preferable to their gradual elimination. The view was also expressed
that the value of a commitment to eliminate gradually would depend on the speed
with which aids were to be phased out. The possible need was mentioned to provide
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for unforeseen effects,for instance by means of a temporary escape clause
permitting acountry to reduce the rateof phasing out under certain conditions
such as an accumulation of stocks that might otherwise be exported;. at the same
time it was pointed out that escape clauses tended to lead to uncertainty. The
question was discussed as to whether and to what extent the various techniques
of prohibition or progréssive abolition were likely to have a stabilizing
influence on world prices; opinions differed on this.

19. It was pointed out that all the techniques in paragraph 4(b) involved
problems of measurement and accounting, but it was felt that most of them could
probably be, overcome. The suggestion was made that different methods might need
to be used to deal with different measures. The comments made on the individual
techniques listed in paragraph 4(b) under (1) to (5) respectively, are given
below.

20. Technique examined: Annual reduction of total assistance payments on all
products (sub-paragraph (1)). This technique would require an assessment of total
subsidy payments which should preferably be expressed as three-year average
because. of variations in quantities exported. The fact that the commitment
applied to an overall total and left countries free to concentrate aids in areas
of their choice, was a disadvantage as it might, lead to distortions. In this
connexion it was also observed that the value of a commitment must be judged
against the export pattern of the country concerned; for a single-crop exporter,
for instance, a commitment on that product was equivalent to a commitment on
all. On the other hand, the flexibility inherent in this technique as compared
to technique (2) below constituted an advantage to the individual exporters.

21. Technique examined: Annual reduction of total assistance payments for each
product (sub-paragraph (2)). If exports of the product were large in the base year,
the total permitted amount could be applied to a smaller volume of exports in a
given year, leading to a higher subsidy per unit. While this was considered a
disadvantage by some, others felt that the unit subsidy would change in inverse
relation to the volumes exported had the advantage of tending to stabilize the
market in the longer run. This technique also had the advantage of allowing traders
to assess the market situation better than the method above. It was, however,
also pointed out that even within the same product, an exporter could concentrate
subsidies on a particular quality. Difficulties might arise in the administration
of this system to the extent that the volume of exports in a given year was not
known in advance.

22. Technique examined: Annual reduction of unit export assistance per product(sub-paragraph (3)). This technique required comparable bases for assessing producer
returns and export prices, but had some advantages over the two preceding techniques.
As seen by another member, the advantages lay in its relative simplicity and in that
it limited the exporting country's flexibility between products; the disadvantage
was that it would apply only to direct aids.
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according to a formula involvinga domestic price ceiling and an estimated world

marketprice (sub-paragraph (4) ). This technique would require an estimate of
world prices for each commodity each year, which might be difficult in particular
as world prices did not exist for all commodities or all years. The view was
expressed that for some commodities, such as meat, it might not even be possible
to make such estimates. The suggestion was made not to estimate world prices but
rather to take the average level of the three preceding years and adjust this by
an expectancy factor. Another suggestion was to use benchmark prices for key
commodities, based on returns to producers in major exporting countries. It was
pointed out, however, that world prices were already affected by subsidies and
that similarly, prices to producers in the main exporting countries were affected
by subsidies maintained by others; benchmarks should therefore be determined by
agreement rather than based on actual prices.

24. The advantages attributed to this technique were that it did not require a
definition of export aids, and that it covered both direct and indirect aids.

25. In the view of some members this technique should be considered as applying
to domestic policy measures rather than to export assistance, because of its
effects on domestic price levels. The reply was given that the technique could be
viewed in either way, asin given circumstances one might need to act on certain
elements of domestic production policy so as to reduce the difference between
world and domestic prices; countries might wish to stabilize either the domestic
or the world price, but they should not stabilize the former at the expense of
the latter. The comment was made that if the domestic market of an exporter was
protected by a tariff, the difference between internal and external price levels
could never be eliminated.

26. The more general question was raised as to whether and how certain practices
such as those listed as items 8, 9 or 13 in the Annex to Section 1 would be
covered by this or similar techniques. The answer given was that these practices
would be eliminated if it were agreed to include them in the technique; if, on
the other hand, they were recognized as constituting food or development aid, one
might wish to exclude them, by mutual agreement among the negotiators. These were
general problems that applied, for instance, to sales for inconvertible currency,
or sales on different types and conditions or credits. The particular problem
posed by multi-year contracts could be solved either by agreeing to abstain from
concluding new ones, or by specifying only the volume but not the price for
future deliveries. Provisions might need to be made for allowing slight variations
in prices resulting from discounts on large sales. A body to settle differences
arising from unusual situations might need to be set up.-

27. Techiquje exmxined, Prioriytcgosaideration toproducets ft ineresta o
developing countries (sub-paragraph (5)). It was suggested that developed
countries might consider eliminating on a priority basis export aids on products
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of particular export interest to developing countries. Such products might be
identified according to one or more of the following criteria: share of developing
countries in world exports of the product; share of product in total exports of
a given developing country or countries; the interest of developing countries as
reflected either by their potential to produce efficiently or by the export
potential of their products if barriers were reduced. Two forms for priority
treatment were suggested: developed countries might eliminate export aids on these
products outright, or phase them out more rapidly than those on other products.

28. It was pointed out that adequate emphasis should be given to food aid to
developing countries; in addition to meeting humanitarian needs, food aid also
helps to create new markets.

29. The question was raised how the techniques for abolition of aids to exports
would apply to developing countries. It was pointed out that these countries
frequently suffered from balance-of-payments difficulties, and needed to diversify
their exports and to find increased and new markets. This meant furthering infant
export industries, new techniques of production, packaging, marketing, for all of
which some form of aid had to be used.

30. The following suggestions were made: Developing countries might be exempted
from obligations to reduce or eliminate export aids, and their obligations in this
area might be confined to a reporting and consulting procedure, possibly in
connexion with the Committee on Balance of Payments. It was suggested that if
developing countries participated in an agreement to eliminate or reduce export
aids, they might be granted a longer phasing-out period than developed countries.
It was also suggested that it might be necessary to examine whether developing
countries could take similar commitments to those by developed countries; responsi-
bility should be shared, on the basis of relative reciprocity.

31. The observation was made that if developing countries were generally exempted
from all obligations with respect to subsidized exports this would lead to price
competition among these countries, to the detriment in particular of the least
developed of them. The reply was given that the exemption should be granted only
to developing countries with balance-of-payments difficulties, and that moreover
some obligations on reporting and Consulting might still apply. Doubts were expressed
as to the wisdom of any exceptions which might endanger the viability of the system
as a whole.

32. The importance was stressed of the widest possible participation in any scheme
for the elimination of export aids. Thus, it was considered desirable that
"potential subsidizers" also participate in an agreement which by being universal
would hold out more promise. An alternative would be an agreement among a limited
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number of countries with provisions for appropriate exemptions if difficulties
arose from, non-participants who engaged in practices to which the agreement applied.
Similarly, where an agreement covered only some products, the aim should be to
include all producers and potential producers with safeguard clauses concerning
related products not covered by the agreement, in addition to the provisions
concerning non-participants.

Techiniques for limiting export aids (paragraph5)
33. The observation was made that disturbance of world trade which might be
caused by competition of export assistance hampered a steady and stable growth of
world agricutural trade and was undesirable to both exporting and importing
countries.

34. Several members stated that techniques that led to an ultimate elimination of
export aids were preferable to those that merely limited them. In this connexion
it was pointed out that a mere limitation would not tend to re-establish the world
market in the same extent as elimination. Some members also considered that while
elimination and limitation had many problems in common, the latter involved in
addition a certain inequity due to present country-to-country differences in levels
of export. assistance, and thus in starting positions. The question was asked as
to what advantage, for instance, a country not granting aids would derive if both
it and a highly subsidizing country were each to freeze their position. Other
members, however, pointed out that different starting positions were also inherent
in other types of negotiations.

35. It was suggested that a limitation of export aids could be combined with a
previous reduction. A member considered that one might, for instance, set the
objective as a "mutually agreed reduction", but would then have to agree on the
level to which one should reduce. It might, however, be politically difficult to
find a level which would be seen as reasonable, given the pre-existing historical
pattern. By the same token, it might be difficult to maintain a limitation in the
face of changing circumstances, while an elimination seemed more durable. In this
member's view an elimination of aids by all countries was thus politically more
acceptable than a mere limitation, because it had a clear common goal; any
exceptions that might prove to be necessary should take the form of clauses but
not apply to the goal itself.

Financial- techniques (paragraph 5(a))
36. It was noted that these techniques were analogous to those mentioned in
paragraph 4(b) of the working paper, but without the progressive annual reduction
clause. It was, however suggested that provision might be made for progressive
modification down (or up) to a certain limit.
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Techniques involving price clauses (paragraph 5(b))

37. Technique examined: Technique as in 4(b)(4) but without annual reduction
(sub-paragraph 1). It was suggested that a reduction clause might, in fact, be
incorporated. It was pointed out that in this and certain other techniques for
reducing or limiting export aids, account might need to be taken of the levels
of freight charges.

38.Technique examined: Limitation to difference between domestic price and an
international price of a given product (sub-paragraph 2). The difficulty was
pointed out of determining and agreeing on the stipulated marketing stages.

39. Technique examined: Absolute floor for export aids (sub-paragraph 3).
It was explained that the reference to an absolute floor meant an obligation
not to grant export aids which resulted in prices lower than those of countries
that did not grant such aids. The comment was made that this technique would
involve complex negotiations; and that problems might arise if the "best-placed
competitor" at the time of negotiation were to be replaced by another during the
lifetime of tho agreement. On the other hand, it was pointed out that such a
system would have the advantage of avoiding injury to efficient producers.

40. Technique examined: Avoidance of altering in international markets price
relationships adopted on domesticmarket (sub-paragraph 4). The comments were
made that such a concept would be difficult to negotiate and agree upon, as
price relationships in most markets shifted continuously as a resuIt of market
forces.

41. Technique examined: Establishment of fair relationship between price of
primary and processed product (sub-paragraph 5). The same comments applied as
in respect of the technique in sub-paragraph 4; furthermore the term "fair"
could not bedefined.

42. The limitation of export aids by means of minimum prices on international
markets was discussed. A minimum price system, defined as a commitment by
certain countries not to offer or import below a certain price, was stated to
have the following advantages: under certain conditions it could prevent or
eliminate the instability, irregularity and abnormality of prices; it would
provide a guarantee against thoir decline and, if accompanied by maximum price
provisions, against undue increases; it allowed a limitation of expenditure
on export subsidies; it could be presented to producers and exporters in a
politically clear fashion; it protected exporters against the monopolistic
position ofone or two among them; it could be applied, administered and
implemented more easily than other techniques, and also by centrally-trading
countries; it increased the receipts of exporters; it could allow importing
countries to relax their methods of protection against certain practices; it
would not require commitments on countries'production policies; nor would it
require a definition of export aids.
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43. The following difficulties or problems were mentioned: a minimum price set
a limit to the free play of genuine competition; the problem of dealing with
sales on credit, the problem of implementing and supervising the observance of
prices, in particular where trade was in private hands; the problem of quality
differences; the adaptation of the minimum price to changing market situations.
44. It was also pointed out that it might be difficult to negotiate and agree on
Price leveIs that would be satisfactory as regards, for instance, their effect on
production. The point was madethat a minimum price system might not be effective
without provisions for supply management, and that it was therefore incorrectto
assume that a minimum price system would never impinge on production policies.
The suggestion was made that, in addition, provisions for the disposal of
surpluses might be required... .

45. queitionaoai waisedsehethehem rinimumnim= price should be the responsibility
of expororofting imingtLor couns.Thgetreobservations was made that in either
case the peroonon ifimporterswrse-es daeieabla.

46. Exampwereggivenrv bilateral, l, ; plutrila rale(eetwren an importer and
relepap suersi sm)lmultilateralrmm. mrinium price arrangements. A member
cxwreseee tic vaea thQt tilalminimumnini price arrangementgs miht raise problems
equity anderere thzinins ..advlsab,e,andrtosasam -lae reasons, unilateral
ereangGments werd snbebiravln.arrangement enferiforced at the rtioenandCer
was not necessa illtilateral,neoe necensarilsrioey tod taoexpert subsidies. lt
ziget bD bilater neytengtotiaed weth .ach exporter, and possibly include
-sovisionz for sanctions for-enseobaorv;cnce it hs toen op ta the exporter to
decidetheeehtrett ,ninr oato m commitnent. The problem of non-participating
etitors could e -ol sdbythe .ve iter the. refusing shipments at below the
muiL-,m, or reiogtunn uonqnartitative restrictions or eevi s; uchmactmon -ight
jeiojteified complaints by tbn non po--,articipating suppliersingangstngei1;
ected toarcharg urùithout theireon;ecirsnt. If the price were enforced only by
tup eteoreothe ageeementntgrcould ffectivemve only if all exporters
pcrtiaipaand ppatntlyobservedtle.<he minimum. This system had theereletivc
advgetaseeaof rsieo roltInIn his ewiewvethe uh ue l-eaof a minimum price
areangomwoulecued ndpeowow hmr multiratewalwit ias and on txe eoteot ta which
atnkinkld cedetoosx srti;uisidles.

47. queonuontozacs iopsocoverage t coof minimum price aremegwaswaslS
raiseThemmommowt was madeahatewtetholhel ail or only certain selected products
sheule b_ bghudetdenidr s arrangemenoznws masma natter for the negotiations
mselve1vos, utathet expericnce sho ehetpetpocxcrt aids constituted a real
problemlonfy mormsoMe major protscde tedrad.
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Indirect techniques for limiting or eliminating export aids(Section 1,

paragraphs 6-9)1
48. The Group's discussions of various indirect techniques mainly dealt with
three groups of possible approaches; modification or new implementation of
Article XVI; developing a procedure for consultation and/or arbitration, and
establishing provisions for steps to be taken in order to strengthen the obser-
vance of the rules.

Amenments to ArticleXVI (Section 1, paragraph7)

49. A number of representatives found that, in principle, most of the observations
made with regard to direct techniques for limiting export aids also applied to
indirect techniques. It was mentioned that direct techniques might be easier to
control than the indirect ones suggested. The view was expressed that the latter
had qualitative rather than quantitative effects and thus were less precise. A
member stated, that, in any case, he preferred techniques of direct elimination of
export aids.

50. Some delegations felt that any modification of Article XVI would essentially
mean giving possible commitments a legal form. A preference was expressed for the
establishment of more complete interpretative notes rather than changes to the
Article itself. This would necessitate the development of criteria and an agree-
ment on a basis for action. Another member stressed the need for a better
balance in the General Agreement, in particular by bringing primary products under
the provisions of Article XVI:4. Such modifications could be subject to negotia-
tions, and not merely a result of these.

51. Techniquesexamined: Notification of export aids under the procedures of
Article XVI (sub-paragraph. 1)), Definition of export aids subparagraph (2)).
The Group agreed to leave aside, for the time being, the matters included in sub-
paragraphs (1) and (2) of paragraph 7, for consideration at a later stage.

52. Technique examined: More precise criterion for determining injury (sub-
paragraph (3)). It was stated that it would be difficult to define the equitable
share, which ought to be based on commercial criteria. This definition would most
likely be rather subjective, and would have to be based on biased historical data.

53. A representative suggested as an alternative criterion that a country should
be allowed to Apply export assistance only if this were linked to various internal
measures taken simultaneously in order to limit domestic supplies, for instance

1See also L/3472, Annex I, paragraphs 19 to 40.
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by reducing prices producers. This could help to stabilize the world market
through the price mechanism, as internaldemand would be encouraged by the lower
prices, instead of stabilizing the domestic market through subsidized exports, to
the detriment of stability in the world market. The advantages of adopting such
a technique would be that it would prevent a contracting party from using export
aids to increase its share in the world market,it would be an incentive to reduce
export aids and it would place a multiateral restraint on such aid. One dis-
advantage of such technique would be the need to establish new machinery, for
instance similarto that for balance-of-payments consultations, one of whose tasks
might need to be to assess the effectiveness ofa.country's supply control.
another member pointed to the political disadvantage of this technique, as it
would affect the whole field of agricultural support and not merely export
subsidies.

54. ln the view of another delegation, to permit export assistance to be given on
certain conditions would constitute a privilege to very rich countries which can
afford to buy out farmers, or to pay them for not producing and at the same time
also to disburse expert subsidies on the remaining production. It might, however,
be worthwhile to consider further a possible link between export assistance and
consumers' subsidies aimed at expanding domestic consumption. Several members
reiterated an idea discussed on earlier occasions that a more precise criterion
for determining injury should be extended so as to cover specifically the preven-
tion of injury to countries that did not grant export aids.

55. Technique examined: More precise definition of "previous representative
period (sub-paragraph (4)) The opinion was expressed in the Group that a
"previous representative period" would have to be defined as a recent period of
several years, but the period might vary according to the product. A member said
it was important not to freeze the patterns, and it would be necessary to give
greater precision to Article XVI on this matter.

56. Technique examined: ApplicationofArticle XVI:4 to primary products (sub-
paragraph (5)). Several members reiterated a suggestion discussed earlier namely
to bring primary products under the provisions of Article XVI:4, and considered
that this in itself could be an objective of future negotiations.

57. Technique examined: Provisionsto preventinjury (sub-paragraph (6)).
A member suggested the establishment of a standing committee for the examination
of particular cases. He also suggested that the imposition of countervailing
duties be made mandatory in order to prevent injury to the interests of a supplying
country which did not subsidize its exports.
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58. member recalled earlier discussion of the term "harmful effects" in
Article XVI:2, and suggested that further consideration be given to the question
of a more precise definition of this term.

Notification, consultation and arbitration procedures (Section 1, paragraph 8)

59. Some members considered it premature at the present stage to go into detail
on questions relating to procedures of notification, consultation or arbitration.
A member drew attention to the fact that if any kind of minimum price arrangement
were to be agreed upon, this might necessitate the setting up of an appropriate
policing body. The view was expressed that notification was a relatively weak
technique for eliminating or reducing export aids, while consultation was useful
to the extent it led countries to respond to requests. The suggestion was made
that it might be useful to haveaconsultation procedure similar to that laid down
in Article XII which, in the past, had proved to be an efficient instrument for
maintaining respect for the General Agreement.

60. A member of the Group proposed that in the further consideration of notifica-
tion and consultation procedures, attention should also be given to the matter of
establishing arbitration rules.

Provisions designed to strengthen the observance of rules to be negotiated

61. Technique examined: Application of countervailing duties (sub-paragraph (1)).a1.n duÉ_LtiSS(sub-paragraph l.
As to measures designed to strengthen the observance of the rules to be negotiated,
one delegation said that the General Agreement contained adequate provision for
imposing countervailing duties on subsidizd exports. .his could allow a number
of financial assistance.practices.to be brought under review and possibly under
control. A disadvantage wculd be that one perhaps emba-ked upon a wider spectrum
of control before the various.types of support had been defined.

62. Technique examined: Use of compensatory measures wh.re a third country
bene-.ts from export aid(sub-paragraph (2). A delegation recalled the sugges-
tion to make resort to countervailing duties mandatory, either under Article XVI
or under Article VI. This could include the right or obligation of an importing
country to impose a countervailing duty in order to prevent injury in this market
to exports from a country that did not subsidize exports. The advantage of this
technique would bd that it provided a legal remedy to limit the use of export aids.
Hawever, it would be a difficult matter to negotiate, end the number of countries
that would co-eperate might be limited.



Page 16

63. One delegation suggested that instead of imposing a compensatory measure in
cases where export assistance by one exporter causes damage to a competitor, a.
group, of countries could co-operate and guarantee io keep at least their own
customs territories free of subsidized competition from outside. Sucha technique
was not thought to require any amendments to the General Agreement and if an
agreement of this kind resulted in imposing countervailing duties, this would have
to be done in acccordance with the provisions of Article VI. Some delegates felt
that this technique might tend to underwine and weakenthe importance of the
injury criteria, both in relation to countervailing and probably, by implication,
in the anti-dumpingfield. In reply, a member mentioned the possibility of
removing entirelythe injury requirement from the countervailing duty provisions
in the General Agreement, he considered that it was important to distinguish
between compensatory measures, which were applied to a particular product, and
general retaliation measures.

List of practices (at end of Section 1 of Annex)

64. There was some additional discussion on the list of practices. Some members.
underlined that, in view of the fact that many practices other than just export
subsidies and restrictions had an effect on world prices, all those in the list
should be dealt with. The possibility of adding to the list should be kept open.

65. Other members pointed out that the list had originally been drawn up to serve
as a basis for a notification procedure; the list was not a judgment as to
whether or not a practice was covered by Article XVI nor as to what its effects
on exports might be. It was open-ended. Each delegation would have its own view.
on the negotiability of individual items.

66. It was noted That to the effect thatthe list involved problems of a more
general nature, these could bediscussed later and in the appropriate form. The
point was also made that the list provided . useful check, and that all items
should be considered in relation to the various techniques. It was suggested that
future discussions and negotiations should be based on it.
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Examination of TechniquesandModalities for NegotiationsonTariffs,Variable
Levies and Other Special Charges (Section 2)

Tariffs as sole or predominantmeanss of Protection (Section 2. paragraph 3)

67. The Working Group noted that no discussion had so far taken place in the
Agriculture Comittee on possible techniques for negotiation on tariffs. Several
members expressed the view that negotiations in agriculture on tariffs alone had
little meaning, and would thus need to be accompanied by negotiations on other
measures. Some members considered that none of the techniques represented a
useful approach by themselves, although some of the techniques might be acceptable
as part of a broader package. It was also pointed out that it might prove
difficult to find sectors where tariffs were the sole or predominant means of
protection in a number of participating countries. Some members pointed out how-
ever that there did exist some sectors of agricultural trade where either access
or producer returns could be improved by tariff reduction.

68. Technique examined: Elimination of aIl tariffs (sub-paragraph 3.1). A
member observed that tariffs could be eliminated only in a sector where they were
the sole or predominant protective device; although elimination had the advantage
of simplicity, it had the disadvantage of throwing the burden of protection on
non-tariff barriers and providing an incentive to use these. ln his view it would,
on the contrary, be desirable to replace non-tariff barriers by moderate, fixed
but negotiable tariffs. .

69. The suggestion was made that if tariffs were.to be eliminated, priority
might be given te those on commodities originating exclusively in developing
countries.

70.TeeLnnredctio4 (sub-paragraph 3.2). There was wide
consensns in the Group that liuhar reduction or any otLer approach involving a
uniform auoomatic formula might nctnbe an appropriate oech-ique for negotiatiOns
on agriculture.lMhile linearity had the advantage of simplicity, it depended on
agreement boing reached on the uniform percentage of reduction. However, products
differed in their sensitivity, their competitiveness and in their Importance to
individual countries, and this would raise problems of equity and reciprocity.
The point was also made thatwreductions in tariffs vould need to be accompanied
by an assurance that they would not be nullified by the erection of other
barriers.

71. A member questioned whether there was an essential difference between a
uniform percentage reduction in tariffs and a uniform percentage reduction in
export aids. Tariffs were a means of protection recognized in the GATT which
had acquired considerable experience in the conduct of negotiations; and the
problem of reduction of high versus low duties had been discussed in earlier.
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negotiations. While possible rules agreed in the past had been worked out
essentially for industrial products and might thus not be directly applicable to
agricultural negotiations, one might still draw guidance from past experience.

72. Several members stressed that reductions in tariffs were valuable concessions,
but would probably have to be arrived at product by product according to the more
traditional method of offers and requests and subsequent multilateralization.

73. It was suggested that all tariffs and charges should be substantially reduced
on primary commodities, including processed and semi-processed, which have a large
share in the trade of developing countries, and in respect of which these countries
have demonstrated a large measure of competitiveness or have significant potential
exporting interest, Alternatively, all products falling within BTN chapters 1 to 24,
and processed and semi-processed primary products in BTN chapters 25 to 99, should
be included in the Generalized System of Preferences. Either system should be
based on preferential adjustments to trade barriers in favour of developing
countries with a view to allocation of a defined proportionate share of domestic
consumption of such products in the markets of developed countries to imports
from developing countries. The point was also made that such a system could
directly benefit exports of developing countries and could be in the interest of
liberalizing countries.

74. Technique examined: Elimination of low reduction of other tariffs (sub-
paragraph 3.3). It was pointed out that this technique had the disadvantages
inherent in a uniform approach. Moreover, it involved larger sacrifices by those
who had low duties which in spite of their low ad valorem equivalence might make
a large difference in protective effect, especially where preferential suppliers
existed. A member added that if circumstances in a country were such that
elimination could be pursued, this was all to the good.

75. Technique examined: Downward harmonization of tariffs (sub-paragraph 3.4).
This technique was also considered to suffer from the disadvantages common to
automatic reductions. A member expressed the view that harmonization did not
make sense economically because it ignored the relative efficiencies of countries
and therefore the reasons why they protected themselves. It might make sense
politically, if high-tariff countries can be induced to lower their duties.
Another member added that the advantage of harmonization might be more apparent
than real; tariffs with the same nominal level may differ in their effects.

76. Another form of harmonization suggested was the elimination of differential
treatment between primary products in their natural, processed and semi-processed
forms, which would be of particular interest to developing countries.
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77. Technique examined: Tariff quotas (sub-paragraph 3.5). A member wondered
whether a country with a high tariff would find tariff quotas (including tariff-free
quotas) more appealing as a commitment than the reduction of high duties. He con-
sidered that tariff quotas had the disadvantage of being hard to administer; they
raised problems of who should benefit, of allocation or globality, of opportunity
of access for distant suppliers, and of timing of supplies. He saw no reason to
favour them as a negotiating technique, but thought them worthy of consideration
if someone were to offer them.

78. Other members considered that tariff quotas were a valuable concession as
they increased revenue to exporters. Their value would depend on the relative
levels of the duty and on the size of the quotas; it would be enhanced if an
automatic expansion formula applied to the latter. Some members also stated that
preferential tariff quotas for developing countries might be a way of meeting the
interests of these countries.

79. Technique examined: Time schedule (sub-paragraph 3.6). It was considered
that the application of a time schedule would depend on the particular negotiating
situation. If reductions were to be large, it would probably be helpful if they
could take place over time. If they were small, there might be no need for
staging.

80. Some members expressed the view that if reduction or elimination were to be
carried out in stages, tariffs on imports from developing countries might be
reduced or eliminated in advance of others, or at a faster rate, on a non-
reciprocal or preferential basis.

Tariffs in conjunction with other frontier measures (Section 2. paragraph4)

81. Several members felt that as cases where tariffs coexisted with other
frontier measures were more frequent than those where tariffs represented the
sole means of protection, this area offered more scope for possible techniques.
A member pointed out that in many instances tariffs were applied in conjunction
not only with other frontier measures, but also with domestic policy measures,
such as deficiency payments; in examining techniques in this area one should
therefore also bear in mind the relation with domestic measures.

82. Another member pointed out that the problem of how to treat different
measures or combinations of different measures in an acceptable way would be
simplified if all forms of protection were replaced by tariffs. The problem
would then be reduced to agreeing on what should be done on tariffs in general,
and what action should be taken in respect of the trade of developing countries.
He thus saw the following advantages in replacing all other barriers by tariffs:
it would simplify protection; it would give it a quantitative form, enabling it
to be judged; it would leave the price mechanism as a decisive element for
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regulating imports; it would link allmarkets together into a single system;
and it would make action in favour of developing countries simpler. The
disadvantages of the proposed system were that it would be difficult to accept
as it would require a uniform outlook of all counties requiring protection and
would not allow them to except any sector; a further disadvantage for a country
that required protection would be that by participating in the system it also
participated in the instability in world markets.

Variable levies (Section 2,paragraph 5)

83. A delegation which did not speak in the discussion on the advantages and
disadvantages of the various techniques listed made its position known in the
course of the general discussion regarding variable levies (see paragraphs 105
to 109)

84. Technique examined: Establish ad valorem equivalents of variable levies for
base year by ascertaining, for each commodity, the average unit differential
between domestic price and landed cost (c.i.f. plus any fixed duties and/or
charges). For each commodity require that this ad valorem equivalent be reduced
by, say 20 per cent for base year plus one, 40 per cent for base year plus two,
etc. (paragraph 5(1)).

85. The following advantages were mentioned by one or more members: the technique
would be consistent with freeing trade; it would bring domestic prices into line
with world prices; it would encourage production by efficient producers; it
would be of advantage to producers, and to consumers of the country which made the
concession. The reduction and ultimate elimination of levies would relieve and
ultimately remove uncertainty due to variability. The technique envisages the
removal of levies as a protective device, while other techniques only put con-
straints on the system but allow it to continue.

86. The following disadvantages were mentioned by one or more members: it was
difficult to calculate an average unit differential between domestic price and
landed cost; there were problem of weighting by volume of imports and by average
height of levies; and it was difficult to define a domestic price. An added
weighting problem would arise if all trade was not on a most-favoured-nation basis,
e.g. if some was on a preferential basis or under levy quotas or other exemptions.
If levies are applied jontlywith duties, one would need to bind both the levy
reduction .and the duty; as otherwise there would be the risk that the latter might
be raised. The technique has an indirect effect on domestic prices of the country
giving the concession and might thus introduce instability in its market. The
observation was made that one should not entirely exclude the variability of levies
on products whose world prices are very unstable. The point was also made that
the technique implicitly recognizes levies as an acceptable protective device.
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87. Other points made by one or more members included the following: If world
prices went up faster than domestic prices, the automatic reduction of the levy
stipulated by the technique would be regarded as a commitment on a ceiling; there
would be no need or obligation to charge a higher levy than that requied by the
market situation. The "domestic price" foreseen in the technique could be the
one normally used for calculating the height of the levy, and could vary from
commodity to commodity. The "landed cost" would not necessarily be the world
price; where there was no trade in a given commodity one might need to calculate a
theoretical landed cost based on notional world price. The technique could work
without destroying the basic pillars of certain agricultural policy systems.:
common prices can be maintained through deficiency payments; free movement of
goods does not depend on the existence of levies and can be maintained in markets
which are protected only by fixed duties; financing of an agricultural policy
system can operate equally under fixed duty system or levy system, and receipts
can cone from fixed duties and internal taxation.

88. Technique examined: Binding of the height of a levy to a maximum ad valorem
incidence (paragraph 5(2)).

89. The following advantages were mentioned by one or more members: The
technique would clearly define conditions of access and remove one element of
uncertainty; it would give sorne stability of expectation of access by exporters;
it would give exporters the assurance that if the gap between domestic and world
price widened, there would be some effect on the domestic price, depending on
the height of the binding; it might put a ceiling to, or act as a brake on, the
rise in domestic prices and in the amount of protection; it would bring
international influence to bear on the latter, which so far has been exposed
only to national and sectoral pressures.

90. The following disadvantages were mentioned by one or more members: The
technique does not necessarily resul. in assured or improved access (although this
might depend on the level at which the levy were bound); if the binding were at
a high level, there would be no result in trade terms; as long as the ceiling was
not in effect, there would still be variability, which means that this is only a
partial technique from the point of view of an exporter, who would have to assess
the value of the concession in terms of future market expectatione, i.e. whether
the ceiling was likely to come into effect.

91. Technique examined: Levy-free quotas or quotas at reduced levies
(paragraph 5 (3 ).)

92. The following advantages were mentioned by one or more members: The technique
provides some access but-the value o.a commitent would depend on the size of
quota and, if not levy free, on the level of the remaining levy; it could be a
means of preferential access for developing countries; quotas could be allotted
to particular sources.
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93. The following disadvantages were mentioned by one or more members: The
problems of allocation would require some adminstrative mechanism and unless
quotas weresufficiently large, might outweigh advantages Unless levy quotas
were negotiated uniformly, i.e. if they became bilateral concessions to
individual applicants, the value of the concessions would become increasingly
unpredictable. An individual supplier's success in gaining access would depend
on the failure of others to do so, unlesssuppliers negotiated among themselves
on how to approach the country offering the quota.

94. Technique examined: Levy-free entry or entry at a reducedlevy subjectto
observance of a minimum c.i.f. price by the supplyingcountry (paragraph5(4)).

95. The following advantages were mentioned by one or more members: the
techniquemight provide access, depending on the level at which the minimum price
is set and on the market evaluation in the long term; and it would avoid diruptive
competition from subsidized exports.

96. The following disadvantages were mentioned by one, or more members: if
minium price were set too high, domestic production would be stimulated and
possibly fill all demand to the detriment of imports; the technique might lead
to higher prices for consumers and thus weaken demand. It might undermine the
rôle of price in efficient resource allocation and would not provide an
appropriate incentive to lower-cost producers. It might lead to difficulties with
the most-favoured-nation principle, as non-participants to the scheme would be
subject to a levy or an import prohibition; the scheme would thus represent a
form of conditioned most-favoured-nation clause. If prices were uniform,
competition might have to take pace on the basis of other factors, such as
quality, but possibly also some that wore less desirable, leading to risks of
fraud. There might be problems of supervision and administration,in particular
if not all major countries participated.

97. There was consensus that the technique should not be discarded because of
possible administrative difficulties, which could probably be overcome.

zèntÏa't~*n. -t- *ho98. Technique examined : Differentiation of the height of levies according to
egch sup(l)ier's offer once (Para9raph 5<5).

99. The following advantages were mentioned by one or more members: the
otechni ui al6wpmthe.-xp*rsen..tàcemihîs shiUpents so aB to miinize thfe evy he
attracts. It could have an advantage in at least one particular instance, i.e.
when an efficient, non-subsidizing exporter is being undercut by a subsidizing
competitor, an austomat"c countervailing duty ystemh enters into operation.
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100. The following disadvantages werementioned by one or more members: the
technique has the same disadvantage as a levy system in general, in that it
prevents the foreign supplier from pricing competitively with the domestic
producer in the importing country, and in that it penalizes the low-cost efficient
producer, who would still have to pay the highest levy. It would destroy the
basis of price competition and remove the ability of foreign producers to compete
against each other; competition, if any, would be shifted to another basis.

101. The point was made that the technique would be of negotiating value only on
the assessment that a subsidizing situation would continue to prevail. It was
also stated that the technique would have value if it were combined with other
elements of negotiation..

102. Technique examined: Administrative measures in the application of levies
(e.g. lengthening the period of validity of a given height of levy) (paragraph 5(6))
103. The following advantages were mentioned by one or more members: the technique
has a theoretical attraction, in particular for distant suppliers, provided the
periods were made sufficiently long; the longer the periods are made, the more
the system would approach a tariff system and remove uncertainty.

104. The following disadvantages were mentioned by one or more members: If the
result during a given period is an increase in imports leading to a larger
increase in the levy for the subsequent period than would otherwise have been
the case, then the value of the lengthening of the period becomes neutralized.
It is difficult to assess the value of the concession, which would partly depend
on the height of the levy.

105. In the subsequent general discussion regarding variable levies, a represen-
tative pointed out that the proposed techniques were in general similar to those
already used in GATT in negotiations on tariffs or quantitative restrictions;
they could nevertheless not be applied satisfactorily to levies, which were a
sui.:generis instrument. That characteristic of the levy was not disputed, since
the techniques suggested were aimed at transforming them into a traditional
instrument. He said that the root of the problem was in fact the system of
the agricultural policy applied by a group of countries, and he explained why
that policy had been introduced. Two objectives had been taken into account:
the need to provide farmers with living conditions approximated more closelyto
those of other sectors of the economy and the need to stabilize the market. Of
the different methods which might have been used, the one chosen had been a price
policy. Measures at the frontier had to be of a kind that would allow imports to
continue they had in fact increased- and prevent world price instability from
jeopardizing price policy. Resort to the traditional techniques (customs duties
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and quantitative restrictions), even if used simultaneously, would not have
enabled the desired objective to be achieved or the earlier measures applied by
individual countries in the group to be dismantled, since they would not have
ensured the stability of the domestic market or made it possible to apply the
policy of intervention which was a basic feature of price guarantees. Moreover,
experience showed that the use of quantitative restrictions could have more
harmful effects than the use of levies. Quotas, unless fixed at a level lower
than that of real import requirements, would have interfered with the operation
of the intervention system and with the working of price guarantees; the fixing
of small quotas would have been a source of instability on the world market.
Consequently, the levy system had been preferred as a method of protecting
domestic producers against international price instability and, in particular,
artificially low prices. Levies constituted the only instrument at the frontier;
their sole object was to bring the prices of the goods supplied into line with
the prices guaranted to domestic producers and to enable domestic and third
country producers to compete on equal terms. As a principle and as an element in
agricultural policy, they were an indispensable part of that policy and of its
operation, and to bring them into question again would bring the policy itself
into question.

106. He went on to say that in the techniques proposed in paragraph 5, two aspects
of levies were envisaged, namely variability and height. There was a reference
to certain variants and to partial methods, but, although a few exceptions to
the levy system could be made, adjustments must not call in question basic
principles, and it would hardly be wise at the present stage merely to look for
partial techniques, when the proposed negotiations were to be of a far-reaching
nature. The aim of some of the techniques was to lessen or eliminate the
variability of levies. The variability was always adapted to the requirements.
of the internal stability mechanism and it was compatible with management of the
market and existing business practices. For instance, in certain cases it had
been possible to apply a pre-fixng system which lessened the variability and
made it possible to avoid the quantitative limitation of imports. He emphasized
the fact that levies were a link between a system of stable prices and the unstable
prices on the world market; variability was a consequece of the instability of
those prices. If the variability could be diminished, that would remove an
element of uncertainty for trade. So far as trade was concerned, if the levy
remained unchanged for a certain time a rise in world prices would make imports
dearer, to the disadvantage of exporter, while a fall in world prices would
facilitate imports and lead to a further decrease, again to the disadvantage of
exporters. In the importing countries, the rise in prices would represent an
increase in the amount produced by the levies without that being necessary, but
a fall in prices would have serious consequences; it would make increased
intervention necessary, but the withdrawal of the goods would only be provisional
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and their reappearance on the market would accentuate the imbalance. Furthermore,
the system of the free movement of goods within the meber States would be
endangered, contrary to the opinion expressed by one representative. If levies
were stabilized, other measures would have to be used to guarantee the incomes
of producers. -

107;.ie âoncluded y saying that sineé"levies represented.the difference between
he Vorld Priàé and the domestic pr cé,.it would be necessary, in order to'bring
about'a decrease in the ebsôlte -igure, either that world pricq should rise or
that tbe domestic price should fall. The last-mentioned solution could not be
examinede'durig a disàussïon on measures at th& frontier; the question was how,
when and by what method the mechanism of levies should be envisaged.

lO8. Other members, commenting, said that if levies covered 20 per cent of the
agricultural imports of the group of countries in question, while for the remaining
80 per cent customs duties seemed to satisfy its needs and its objectives, what
were the criteria for selecting levies as the frontier measure? While they
accepted the objective of assuring satisfactory incomes to farmers, they also
queried the choice of domestic prise policy as the instrument towards it8
attainment. They considered that this choice, and the use of levies was probably
not fixed for all time, because the list of products subject to levies was
occasionally added to or, less frequently, subtracted from. The choice was
therefore autonomous, except where it might possibly be influenced by negotiations.
It was not the intention of these members to attack the system or the levies, but
to find methods of negotiating them so as to obtain mutually acceptable results,
of benefit to' ala, Some members expressed the view th2t adjustments in the levy
system would not undermine the agricultural policy system as a whole.

109. The member to whom these comments were addressed explained that levies had
been chosen for administrative and commercial reasons and, in particular, because
of conditions prevailing in world markets. Thus, primary commodities whose world
prices were unstable were sukject to levies, which created the linl between the
stable market within the group of countries and the unstable world markets. Such
a link was necessary in order to ensure equitable incomes to the agricultural
population. To reach this objective, three means had been open: (a) an enlargement
of outlets, which would have implied a substantial reduction in imports, or a
significant increase in export; (b) a direct transfer of incomes, not linked to
production. One of the reasons that this means had not been chosen was that it
had been felt that transfer payments should not be taken into consideration
except as aids strictly limited in time for financial and fiscal reasons; (c) a
price policy i.e. a raising of psoducer prices or a lowering of the co0t of the
means of production which would be reflected in net returns. He'added that the
price policy itself cen operate only within strict limits to avoid the dangers
of excessive costs of income supported or of disposals of surpluses. As regards
possible adjustments to the levies, he said that if levies on a given product
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were cut, the result might be an influx of low priced imports which would have
to be bought up by the intervention agencies, and the system would therefore
have to be changed or it would break down for lack of funds. He went on to
point out that a price policy together with a structure policy had already been
envisaged at a conference that preceded the formation of the grouping he represented.
Variable levies were a new instrument and traditional GATT negotiating techniques
were thus inadequate in this respect. His delegation had been saying since 1964
that agriculture policies of different contracting parties formed one whole and
it was vain to start negotiating policies by examining frontier measures. If
agreement was reached on the principle of negotiating on domestic production
policies, one would be negotiating on levies indirectly.
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Examination of Techniques and Modalities for Negotiation on Quantitative
Restrictions (Section 3) :

Techniques designed to achieve the abolition or progressive climination of
quantitative restrictions (Section 3, paragraph 4)

110. Technique examined: Abolish all restrictions generally and replace them
by customs dutiesm established at non-prohibitive levels (paragraph. 4(1)).

111. The following advantages were mentioned by one or more members: GATT
genarally prohibits the use of quantitative restrictions for good reasons: a
quota as a permanent measure isolates the market and reduces price competition
or any other competition. In contrast, tariffs allow a linkage between the world
market and domastic markets, lead to lower prices to consumers and favour
greater consumption. The resulting customs duties could and should be
progressively liberalized and bound in GATT. An advantage of particular value
to developing countries could be derived by giving urgent consideration to
priority elimination of quantitative restrictions on products of export interest
to these countries and on products covered by the Generalized Systemof
Preferences; the work of the Group on Residual Restrictions should be taken
into account in determining products of export interest.

112. The following disadvantages were mentioned by one or more members: It is
difficult to calculate precise tariff equivalents of quantitative restrictions.
In the same context, it is difficult to assess the likely trade results ofa
replacement of quotas by tariffs, in particular where quotas have been in
existence for a long tine. The conversion into duties would have to be followed
by negotiations for mutual concessions. The technique would not be applicable to
countries whore imports are not governed by price and market considerations.

113. Technique examined: Abolish all illicit quantitative restrictions
(paragraph 4(2)).

114. The following advantages were mentioned by one or more members: The
technique would bring the situation into conformity with GATT, and would be one
way of improving access to markets.

115. The following disadvantages were mentioned by one or more members: The
technique raises the question of which restrictions are or are not legal under
GATT: some involve balance-of-payments problems, some are at present universally
recognized as legal exceptions, others as inconsistent with GATT. Difficulties
which may not be insuperable, but should be recognized, were thatautomatic
elimination would not give reciprocity; and that if illicit restrictions are
replaced by tariffs, it was not clear what would be the status of these tariffs
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under GATT and, hence, the value of the concession. The view was expressed that
it is not useful to try to distinguish between legal and illegal restrictions;
all quantitative restrictions should be examined and dealt with, irrespective of
what their status might be. The observation was made that the technique is not
very meaningful; instead, tighter criteria should be established for conditions
under which restrictions would be permitted.

116. Technique examined: Eliminate quantitative restrictions having insufficient
economic Justification (paragraph 4(3)).

117. The following advantages were mentioned by one or more members: the
technique would improve access to markets. Quotas which have, not beon fully
utilized for a given period should be climinated, in particular where products
of interest to developing countries are concerned. In cases where developed
countries claim that existing quantitative restrictions are used only to protect
their own agriculture against products from other developed countries, these
restrictions could be removed vis-à-vis developing countries on a preferential
and priority basis.

118. The following disadvantages were mentioned by one or more countries: it is
difficult to determine in general what constitutes insufficient economic
justification. The technique is not very meaningful; instead, tighter criteria
should be established for conditions under which restrictions would be permitted.

119. Technique examined: eliminate all prohibitions (paragraph 4(4)). It was
recognized that such an elimination would improve access to markets, but would be
difficult to implement; it was pointed out that some prohibitions are maintained
on justifiable health grounds.

120. Technique examined: establish average duty equivalents of quotas by
ascertaining for each commodity the average unit differential between domestic
price and landed cost (c.i.f. plus any fixed duties and/or charges) for base
year; where this differential is greater than zero, the quota should be enlarged
so as to reduce the differential by, say, 20 per cent for base year plus one,
40 per cent for base year plus two, and so on (paragraph 4(5)).

121. It was pointed out that the technique was related to technique 4(1) and had
the same advantages and disadvantages (see paragraph 111 above). A member
considered that the calculation might be subject to a bias because the domestic
price is aIready affected by the existence of the quota.

122. Technique examined: negotiation of formulae for automatic enlargement and
negotiation of liberalization time-tables (paragraph 4(6)). The following
advantages were mentioned: the technique provides flexibility of negotiating



COM.AG/W/88
Page 29

possible action product by product. As a transitional step towards complete
elimination of quantitative restrictions, consideration could be given to an
enlargement of quotas by a fixed annual percentage or according to an agreed
time-table, possibly with provision for some flexibility; the increase could
be related to consumption and should provide an increase in the share of
developing countries in the markets for such products.

123. A general discussion took place regarding the abolition or progressive
elimination of quantitative restrictions. The point was raised that quantitative
restrictions were a more effective instrument than tariffs, in that they could
lead to a total or partial prohibition of imports. There was a built-in tendency
to use quantitative restrictions beyond what was necessary for the protection
of domestic prices and the agricultural sector as a whole. On the other hand,
tariffs alone oftenproved inadequate to deal with sibsidized exports.

124. Several members therefore considered that a link existed between the
abolition or graduaI elimination of quantitative restrictions and corresponding
action on export aids. Some of these members felt that action on export aids
might be a prerequisite to action on restrictions.

125. Various views were expressed on the merits and demerits of different import
measures at the frontier as a protection against subsidized exports. Reference
was made to tariffs, levies, quantitative restrictions, countervailing and anti-
dumping duties. The view was expressed that a temporary surcharge might be an
appropriate instrument if short-term protection was needed. Itwas notedthat
the task of the Working Group was not to establish the merits or demerits of
individual measures but to examine the advantages and disadvantages of negotiating
techniques for dealing with the measures.

126. A menber pointed out that certain suggestions listed in paragraph 5 of
Section 3 of the Working Paper as possible elements for incorporation in a code
of principles should more properly be regarded as elements of direct
negotiations. This applied in particular to problems of discrimination,
including discrimination on the basis of country classification or of product
differentiation (e.g. between chilled and frozen meat). Another member stressed
that the elimination of discriminatory country classification was important
for developing countries, and drew attention to the relevance of the
recommendations of the Group of Three to this matter.

127. A member recognized that it was desirable to reduce or eliminate
quantitative restrictions with a view to liberalization of world trade. He
considered, however, that the fact should be noted that many countries still
maintained quantitative restrictions and that, given this fact, quantitative
restrictions were to be considered as one of the agricultural protection
measures which were being applied as an integral part of agricultural production and
price policies. He stressed that any formula to impose the elimination of
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quantitative restrictions within a limited period was far from being a realistic
solution and that one should explore realistic solutions aiming at a steady
expansion of agricultural trade. Other members on the other hand felt that
setting a time-limit - for instance ten years - for the elimination of
restrictions was not unreasonable.

128. Some members were of the opinion that for the purposes of the negotiations,
so-called "voluntary" restraints should be assimilated to quantitative
restrictions. One, member said that the restrictions of that type had been
introduced after negotiations. It was pointed out to him that it might perhaps
be advantageous for them to be re-negotiated within a multilateral framework.

Techniques aimed at achieving the adoption of a code of principles to govern
the administration of remaining restrictions (Section 3. paragraph5)

129. It was recalled that, at the appropriate time, the Agriculture Committee
would have to review the applicability to the agricultural sector of any
solutions evolved in the Committee on Trade in Industrial Products in respect of
measures of general application. In particular, it would have to examine any
results which emerge from the Groups on Licensing and on Standards and to consider
whether modifications are necessary to make these results applicable to the
agricultural sector (COM.AG/W/77, page 13 and COM.AG/24, page 5).

130. Technique examined: Rules on the elimination of all discriminatory elements
(paragraph 5(1)). The following points were raised: The rules would be intended
to cover discrimination between outside suppliers. The elimination of
discriminatory elements had been envisaged in the context of the Joint Working
Group on Import Restrictions as one of a series of cumulative steps towards the
ultimate elimination of restrictions and was one of the possible commitments to
be taken pending complete elimination.

131. Techmique examined: Rules on the progressive globalization of all bilateral
quotas (paragraph 5(2)). The following points were raised: The technique has
aspects in common with the preceding technique. Because of possible problems
relating to the position of "traditional suppliers", consideration should be
given to whether the volume of the envisaged global quotas would merely correspond
to the sum of the bilateral quotas, or be larger. Similarly, consideration should
be given to whether the global quotas would be open to the previous beneficiaries
of bilateral quotas, or to all countries.

132. Technique examined: Criteria for non-discriminatory administration of
quotas (paragraph 5(3)). It was pointed out that the technique was similar to
that in paragraph 129 above.
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of the General Agreement paragraph 5(4)). The point was raised that the
technique would be difficult to implement as it would require either a change in
GATT rules or a waiver procedure, which is itself a complex procedure. A member
considered that a waiver under Article XXV may not be necessairy if the various
countries concerned agree among themselves.

1 34. Technique examined: Undertakings by exporting countries to observe ceiling
levels (paragraph 5(5)). Thefollowing points were raised by one or more members.
This technique differs from others as it implies an obligation by suppliers. It
might be considered as having a certain advantage as the exporting country has an
interest to fill the quota and to have an.assurance of access. If the exporting
country administers the quota, it may be able to arrange for any benefits derived
from the scarcity value of the quota to accrue to itself. The view was expressed
that export quotas had merits and demerits, and it would be difficult to work out
rules that would apply equally to import quotas, export quotas and voluntary
restrictions, especially as the latter had already been negotiated and agreed
between the trade partners concerned. It was considered that multilateral
negotiations could be a means of inducing importing countries to increase the
ceilings. It was pointed out that the technique was not necessarily the same as
voluntary restrictions; it could for instance also be considered as an element
of an international stabilization arrangement. The suggestion was made that
developing countries should be free from any obligation to apply export restraints.

135. General points regarding the value of codes relating to quantitative
restrictions. In a general discussion on the value of codes relating to
quantitative restrictions, one or more members expressed the following views:
Either the observance of existing GATT rules should be ensured, or, alternatively,
a code could be drafted to cover present practices and provide rules to govern
their continued application. The codes themselves could reinforce the existing
rules of GATT or, alternatively, they could contain new rules and thus represent
a modification of existing GATT rules. However, codes should not be regarded as
a first step; it would be better first to eliminate all restrictions that can
be eliminated, and cover any remaining practices by a code so as to arrive at
a comprehensive final agreement. The problem of existing GATT rules, in
particular those in ArticleXIII, was not that they did not cover the various
practices, but that they were not observed.
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Examination of Techniques and Modalities for Negotiations on Health and Sanitary
Regulations.Marketing Standards and Licensing (Section 4)

136. The Working Group recognized the competence of specialized technical bodies
in the field of health and sanitary regulations, but considered that GATT had a
rôle to play as regards the trade aspects of such regulations, taking full account
of the work done in these bodies.

137. The question was raised whether health and sanitary regulations were
negotiable; if so, which would be the appropriate multilateral techniques. Some
members considered that to the extent that these regulations were not intended for
economic protection, they did not seem to be negotiable in the same sense as
commercial measures. However, practical experience showed that they frequently
were negotiated, generally on a bilateral basis, to ascertain if they were
warranted, or could be eased. This proved that they were negotiable and, given
the volume of trade covered, as indicated by the large number of notifications
made to the Agriculture Committee., it was worth while further to explore whether
they lent themselves to multilateral negotiations.

138. One member pointed out that the question had already been settled by the
Agriculture Committee and that the task of the Working Group was to examine prac-
tical modalities for the negotiations. Furthermore, if the contracting parties
reached the conclusion that health and sanitary regulations were not negotiable,
taking into account the fact that some contracting parties applied a large number
of such measures at the frontier, with substantial limitative effects on trade,
then at the outcome of the negotiations a serious problem of overall reciprocity
might arise vis-à-vis those countries.

139. Some members felt that it would be difficult to fit this area into comprehen-
sive multilateral negotiations, in particular if governments were convinced that
certain regulations were necessary for the protection of human, animal or plant
health and therefore regarded them as non-negotiable. Regulations that were being
used as a cloak for commercial restrictions should, however, be dealt with. A
member said caution was necessary in dealing with health regulations so as not to
limit their effectiveness.

140. Somce members considered that regulations deigned for the protection of health
were not negotiable. The view was expressed that if they were appropriate and
necessary the country concerned could not relinquish them. If they were unjus-
tified they should be abolished, but not by way of negotiation because this would
imply that another country would be granting a concession to the first country for
refraining from an arbitrary practice. A member considered that if the regula-
tions, and the way they are administered, acted as an indirect protection of
domestic products, they should not be negotiated but be dealt with under the
existing procedures of GATT.

141. The point was made that some countries must maintain high standards of
hcalth and sanitation in order to safeguard their exports. This sometimes
results in regulations that are more stringent than necessary, including cases
where more than two countries are simultaneously involved. The example was
given of country A which exports to country B but has to maintain more stringent
standards than B would normally require, because B exports to country C whose



COM.AG/W/88
Page 33

regulations are particularly severe There was therefore scope for multilateral
discussion. -

142. It was also pointed out that economic problems might arise if regulations
to protect the environment were applied in some countries but not in others, or
wbeoFothey diféeréd in severity. Fâr instance, producers in a country which
prohibited thb use of certcic mesticides might press for borpensation, higher
protection or export assistance. Such problems would become larger in time, and
had multilateral implications.

143. As regards the form multilateral negotiations could take, it was suggested
that in the firat instance request lists concerning particular products might be
pre onted, followed bs bilanenalomommultilateral concessioas. Saoe reciprocity
m'ght result £rom this approach.

144. As an alternative, it was further suggested that a code or a set of general
guidelines might be drawn up, for the formulation and administration of
regmlmtians so as to reduce or elininftf as far as possible any harmiul trade
effects. It was suggested that the elements listed in paragraph 3 of Section 4
might be useful, and that the relevant principles of Article XX might be further
elaborated; the experience oi specialized technical bodies might also be drawn
upon.

145. In thishconnexion it wasasuggested tmam a code might sim at the harnonization
of regulations. While sevsrsl members considered this deairable, sone of them
doubted that the concepttot reciprocity was applicable ao harmonization codes.
It was, however, suggestemimiat a degree of reciprocity iîght be attained in a
code, as in a non-self-balancing sectoral approach, with the possibility of an
overall balance being found across several sectors. The point was made that
strict harmonization mnght be posmimle among countries in the saxe region and with
similar economic and natural conditions, but that it would be difficult to
achieve for allcontract parties the world over.

146. The point was made that the more liberalization took place on other non-
tariff barriers, the more important it would be to have an internationally-agreed
code on sanitary regulations, so as to prevent the liberalization being nullified
by increased resort to alleged health measures.

147. Some members suggested that a code should be strengthened by an arbitration
procedure, administered by a panel of independent experts. Others doubted that
this approach was practicable, as governments would not be ready to delegate their
right of decision in matters of public health to an outside body.
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148. Several members favoured the establishment or strengthening of consultation
procedures in this area. While most of thesemembers considered that such
procedures would in any case be desirable and necessary for the implementation of
a code, certain members expressed a preference for consultation procedures alone.

149. The point was also made that making health and sanitary regulations and the
related administrative rules and procedures public and easily available, would
be a step towards easier access to markets.
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Examination of Techniques and Modalities for Negotiations on Production
Measures (Section 5)

reaerar orseivgiigns.egardLnâ production measures

L50..A membert pointed outhatthe main problem wuthun the agriciltural sector was
the surplus production in most industrialized countries; it was the increase in
prodwctîon that hadycreated manm om the p obleLs ol aatratde poeice ndure. Ths
genvral hbjhcti es of tbe workuin hand sho ld include the"concepts of achieving
stable markeus uor agricuItvral products and an expansion in agricultural trade.
Hhe recalled te importance of those objectives for the developing countries which,
xo at,adge eotonheheirend rn tbçii agricultural exports. To achieve these aims,
ofofattentuou 6S the Gro.poshould be fmcmsed on a liritation of agricultural
production in the developed countries. In this context two factors might have to
be taken into account and discussed further: the cost-advantages of an efficient
pdod c on anm mhe.long-tero oevelopment cf global demand for agricultural
pruductry Xis co'naammi had been ing at a stabilization of agricultural production.
A decrease in prlduction woururallow resoifces bound in agriculture to be trans-
fefrea torother seceoosoof thend condmy; a would also create possibilities for
increased access to markets and tend to avoid surpluses. However, for various
non-economic reasons it might be necessary to maintain a certain domestic
producdidn. It woula be unrealistic to overlook the existence of national goals
of a not strictly eco;omic nature such national goals often tended to over-rule
piâ7y ecodomic cnnsiueuatioisi bat it mîgct be d deimumt toa..terzine a minimum
total level of proouotion and td find a common deno inator for.measuring it

15I. Another member said that the main goal of his country's production policy was
t reach a better balance between production ano market .utlets. In this context
enmentetirernte progeamees had béen established with the aim to decrease production.
opeciao compwnsatidn Vas paidetoethe farmios who tobk bheir araDle land out of
production. A part of this arable land had been devoted to forest production.

m5e"';tatedibar sh t ao hiscount-y'Ép-6 l pslicy eaaoiceau eedumed .t racing price
insaabilice nndntn er ui-ey-ry. nd rwo ting-pria;floorhce hased-onabistorical
market pattern. Another feature of this pri e policyewae to placé limits on the
volume cf productionsonwhich uuusides coild be paid.

153. Three delegations submitted written statements on the agricultural policies
of their respective countries. The texts of theseihaie been c6rculated as
documents Spec(72)42, Spec(72)43 and Spec(72)49.
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Specific measures (Section 5, paragraph2.A)

154. A member pointed out that a commitment ought to cover not only individual
specific measures but also all possibIe similar measures taken by various countries.
If contracting parties were to make any meaningful commitment on production measures
such a global approach would be extremely difficult from the technical point of
view, and even if it were technically feasible it could hardly be called a
realistic solution acceptable to all contracting parties. He expressed doubt as
to the effectiveness and feasibility of any technique under which contracting
parties were requested to make commitments on specific production measures. It
might be more realistic to explore the techniques relating to the situation
created by the existence of various production measures from the standpoint of
facilitating a stable and steady expansion of agricultural trade.

155. Some members were of the opinion that instead of drawing an overall picture
of existing measures that would have to be modified, one should first select the
measures significant in the policy of each country. Another member felt that all
the measures taken by governments in the price field or other fields were
significant; the degree of significance varied; where there were measures being
seldom applied or having marginal influence their significance might be small.

156. Several members shared the view that measures affecting prices should not be
looked at in isolation but they could agree to split up the sections for separate
consideration and to discuss each element.

157. It was pointed out by one delegation that national agricultural policies
employed a wide variety of measures which affected production. The specific
measures, or combination of these measures, used by a particular country often
differed from product to product, and were often supplemented by other measures
which primarily affected imports and exports.

158. Technique examined: Explore which specific production measures might
technically lend themselves to meaningful commitments, and the form that such
commitments might take (paragraph 2.A(1)). A member suggested that such commit-
ments might be grouped under four main headings along with possible aavantages
and disadvantages of these measures.

i) Price measures
ii) Measures affecting factors of production
iii) Measures affecting the sale of the product or marketing quotas
iv) Measures related to farmers' total income rather than to returns

for specific products.
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i) Price measues
159. Some members considered that negotiations on price measures would have the
following advantages: a commitment to Iimit the level and/or coverage of price
supports would restrain measures already widely used and, since it would modify
rather than replace existingprogrammes, might me more acceptable and more
readily implemented; standstill on price levels would gralually reduce real
returns to producers due to inflation; reduction of support levels toward world
price levels would reduceuneconomic production and the cost of support programmes
to governments and consumers.

160. Some members thought that such negotiations would have the following dis-
advantages: producers, generally accustomed to price increases, would strongly
oppose reduction unless accompanied bycompensating measures; it would be
extremely difficulty to balance the value of commitments between countries which
would require consideration of existing price levels, import and export policies,
and prices of competing prodsct.

161. Some members thought that a commitment regarding guaranteed price for all
productionmight take the following form: fix maximum level of guaranteed price.
The disadvantage would be that a corresponding reduction in any protective import
restrictions might be required in order to make the commitment meaningful to the
exporter.

162. Some members expressed the view that a commitment regarding guaranteed price
for part of the production, the remainder to be sold in the world market without
subsidy or stored by producer, mighttake the following,form:determine maximum
amount of production to be covered by guaranteed price (absolute amount or
percentage of total). The advantage of this form of commitment was that the
producer would be assured a minimum annual return as long as he produced his share
of quantity covered by guarantee. The disadvantages of this form of commitment
were that it was difficult to Administer and that it was hard to avoid illegal
sales at higher, guarantee price.

163. Some members considered that a commitment regarding guaranteed return to the
producer, to be made up of combination of sale at free, i.e. world market, price
and governement deficiency payment, might take the following form: remove or place
limit in import restrictions if any; fix maximum level of guaranteed return. This
form of commitment had the following advantages: it permitted domestic consumption
to take place on the basis of world prices; and the producer was assured a
minimumannual return. The disadvantage of that form commitment was that it
could result in large and extensive direct government payments which could cause
budget difficulties.
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164. Some members thought that a commitment regarding guaranteed price for allor
part of prod ction provided producer met certain other requirements (acreage
allotments, diversion, etc.) might take the following form: determine minimum
level of other restrictions to be imposed. This form of commitment had the
advantage of limiting uneconomic production while assuring farmers a specific
return. The disadvantage of this form of commitment was that it would be difficult
to establish the effect of particular combination of support levels and
restrictions.

165. Some members thought that a commitment regarding special payments to users
of domestic production might take the following form: fix maximum level of premium
or minimum of production disincentive payment.

166. Some members considered that a commitment regarding regulation of imports to
maintain higher than world, prices in the internal market might be entered into.
This point could be discussed in connexion with import measures..

ii) Measures affection factors of production

167. One member thought that negotiation on measures affecting land use had the
following advantages: land was a major factor of production, was fixed in quantity,
and was easily measured; the basis for commitment (past use of land by crop) was
generally known and therefore was free from disputes about the facts involved.

168. Some members considered that it would have the following disadvantages: land
was not the only determinant of production; the efficiency of lard alsodepended
on whether and the use of other inputs; the effect was limited to crop products
and might be partially offset by increased yields; the poorest andleast productive
land wouldbe removed first.

169. Some members thought that a commitment regarding limitation on planted or
harvested area might take the following form: set maximum area to be planted or
harvested. Some members thought that a commitment regarding diversion of land to
other crops or complete removal of land from production might take the following
form: set minimumarea to be diverted or removed and minimum duration for
commitment. Some members considered that this form of commitment had the following
advantages: long-term land retirement permitted more rational planning by
individual farmers; the commitment could be a meaningful commiment on a shorter
run of time; it could have the effect of reducing the cost of production because
of the concentration on better lands. One member thought that a disadvantage
would be that concentration of farm retirements in certain areas could cause
,major social problems. Another member expressed the view that commitments on
limitation of acreage were not necessary because the limits of such commitments
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were knownand there were other measures yielding similar results.Another
member said that the removal of land from production must inevitably tend to
increase prices on world markets, and that would be reflected in increased costs
for importing countries.

170. Some members considered that a commitment regarding limitationofthemitatiîo~ ±~a gadTgon othe
t miht takce the followingd forfollowing l Oni;e P;CCducti ocf migt take the wtteX o

for.: set t arpr9 .ctb votedotd the priduction o- a particular - odiuo Some
members thought that a cc..itment regarding subsidized use of additional inputs
mOght take the £o'lowing zorm: ferti1izer subsidy. Que member considered that
this forr oleccuiitmeat tad the £olloTing disad;antages: compiexities for
comp risoz puioss; less s-gn4sicant than :^re direct- measures.
i maBeabines iftas _h;eoo£te uroduot - xrrket:Lg .qguo

171e Soni ni.be-s expressed the -.ew that negct5atton on marketing quotas had
the foUlow.ng advsftegos: .i;.as provided a relatively efTective degree of
control over tho a;zcts ertering the market; historical data which could serve
as basicolldfctoilS& cotent wre genera.Uy red-y available.

17w. Some mbnbtersfthltwittrat there would ce he £ol.oi.ng disadvantages:
ivekeontrolmot y auarvernmentte.7uasi-governmentolgo-e.r.nt or-qi-go ment
acilitior thoc fzkea.n >a.c lut±es; they pl .ced the birden of adjustment directly
oimpracticalfr;;* vlwerp p-ac". a1 .or non-storable products; even if they were
basei on historical p=;:crmince, such quotas discrimînated against new producers
ahd e-ficJent prodace.s; tIey were negotiable only with considerable difficulty;
eementst:'gmtrperirins a&r-|geen-xtreon rark tng quotas was e.mely hazardous

173. Ongmeitment:uht that a ingm2isttps regarding sSr3,le eP r one price
quodes,fwitt ?2` outsic, o. quota prohibitedt.ight take the following form:
nt ofproductbe.lwi eoum . r^uct wuihch the narketing aCtority will purchase
filio. produueo, pocsib1y wmeh aetcmatin adjustnents based on predetermied levels
of world sppieg or prices.

~~~~~~j
..

t a commitment regaregardingerentialprice quotas4m;; t tXat ,x cti.>r._' ,-eas
ld reurncwouldbe.- e,.i cucers *i-e n irq1o based on allocated share of

expo:hs eri-owinhg..(foonodr, .-Ad, e:rt, achi w its w pice an possibIy wth
no quota st for th lwest ïic market). This commitment might take. th following
um amount r: tiue: n t permitted to enter at the highest price or
ified markets,ualc OneketmsuallyddaomestiOnfoo mbket. Que mer;er suggested
ahet ie some orras, .g, wheat, it woas possible tq negotiate a valuableand
mmitment Anosrt;omemberpert;:inb cpoi.nd cut that this commitment.aould be
omplicated to administer.ci;-ister.
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iv) Measurerelated to farmers' total income rather than to returns
for specific product

175. In the view of some members, negotiation an measures related to farmers'
total income had the following advantages: an income support measure allowed
consumption to be determined in the market place., and to increase; it met an
accepted social need to provide minimum level of income toall farmers; it had a
minimum influence on the choice of the product grown, the level of production and
prices; it could be used to replace other, less direct measures intended to
maintain farm income; the commitment on income measure itself could be in relatively
general term if accompanied by specific commitments to reduce or eliminate other
production measures; if the measure also benefited those who retired or otherwise
left farming, it might as a side effect encourage early retirement.

176. Soma members considered that there would be the following disadvantages:
direct payments from the national budget were more visible than hidden, indirect
costs; it might be politically difficult to subject domestic social questions to
international control, negotiation or agreement.

177. One member thought that commitments related to farmers' total income might
take the following form:

(1) A commitment regarding direct payments to low income farmers tomaintain
income might be in the following form: general commitment on minimum farm
income goal to be achieved through direct payments (fixed amount or
percentage of non-farm income).

(2) A commitment regarding guaranteed income to all farmers regardless of
amount of production or type of product - could be part of national guaranteed
income plan.

178. Technique examined: explore the technical possibilities of separating
"production-neutral"farm income maintenance measures from production and price
policy measures; and explore the technical feasibility and meaningfulness of
negotiating techniques for the encouragement of production-neutral measures and
the elimination of measures that unduly stimulate production (paragraph 2. A(2)).

179. One member observed that, in practice, measures with a definitely neutral
effect on overall production were at best very few in number. It might be more
practical to concentrate attention on income support measures which were product
neutral, which exerted little or no influence on the choice of products to be
produced. Using this standard, measures might be incentives, neutral, or
disincentives to the production of a particular product. Even though product
neutral, specific measures might still affect the levelof overall agricultural
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production. The relative product or production neutrality of a number of specific
production measures is readily apparent as long as these measures are examined on
an individual-basis i.e. assuming all other things being equal. However, when
these individual measures were actually applied-in an existing agricultural
economy, together with other production import and export measures, it was usually
far moredifficult ;to assess the overall effect of such a combination.Price
measures taken alone generally were not neutral but instead served as incentives
to production, of the specific product as well as to overaIl agricultural production;
they might be subject to negotiation. However, a price guarantee combined with
other requirements which would restrict production of the product question
might, in their overall effect, be essentially neutral to production of the product
as well as to total agrïcultural production of the product. The final efect would
depend on the relative strength of the incentive provided by the price guarantee
and the disincentive resulting from the restrictive requirements.

180. Continuing, he said that, whiIe a commitment to take any factor of production
out of agricultural production in general would be a product-neutral commitment,
it might have .little specific value to the negotiating partners interested in
exporting particular commodities. Direct payments to farmers who left farming,
either to retire or to move into other occupations, were also relatively product
neutral. This group of measures was easily distinguished, and therefore easily
separated, from mostother production and price measures employed in national
agricultural policies. The objective of product/production neutrality could also
be approached through the "balancing" of production incentives and disincentives
in a nations agricultural policy. This approach could be discussed in connexion
with .a combination of various elements selected from the three broad techniques

181. Another member considered that such income support measuresas farmers'
retirement penisions and long-term land retirement payments would not be a
realistic and acceptable solution because in importing countries the replacement
of production and price policy measures by so-called production-neutral measures
would.finally result in the contraction or extinction of cultural production.
Another member said that, to establish a list of production-neutral measures would
be of no practical use.

182. Technique examined: Examine possibility of allocatingresponsibility for
the creationofsurpluses (paragraph 2.A(3)). One member made the point that it
was not important in the future to allocate responsibility for past surpluses;
it was important to try to negotiate arrangements that would prevent the rise of
new surpluses or the aggravation. of surplus producing conditions. It was suggested
that machinery might be established to examine situations in which it appeared that
a surplus existed in the international market of a particular commodity. This
machinery could include a more precise definition of conditions that would define
a surplus. This would be necessary because of the different views that existed
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concerning the definition of a surplus and who causes it. After the existence of
a surplus wereestablished and the country causing it were determined, techniques
would be employed to correct the problem. However, no single set of automatic
criteria could actually be adopted for identifying a surplussituation and
indicating precisely which countries could be considered as responsible.

183. A member suggested the followingcriteria indicating, the existence of
surpluses: .One was that a surplus existed if one or more countries simply
asserted that that was the case. In his view, this determinant would have the
advantage of eliminating the need for possibly lengthy negotiations on the existence
of a surplus. The disadvantage was that it would not provide for the determination
of responsibility, unless that too was incorporated in the complaining countries'
argument. I that case, the fact of a surplus and who was to blame would depend
on the word of one country against another. .

184. A second criterion was that a surplus existed if a country had an abnormally
sharp and sudden rise in its self-bufficiency ratio. The member concerned thought
that one advantage of this techique was that, if properly used, it could help in
determining both whether a surplus exists and who is causing it. It could be said
that if the world's self-sufficiency ratio is greater than one, there is a. surplus
in a particular commodity. Breaking this down by country self-sufficiency ratios,
historical data could provide the answer as to which country or countries' output
has created the surplus. This country could then be expected to take the
responsibility to deal with the problem. Another advantage would be that this
technique put the blame equally on exportnxg and importing countries.
185. In hisview, this determinant had the following disadvantages: countries
viewed their self-sufficiency ratios quite differently and, therefore, even if
their self-suffïciency ratios could be computed, differences. of opinion could
still develop over who was to blame for surpluses. For example, a country with a
"normal" self-, -efficiencyratio of more than 100 per cent for a given commodity and
an established export market would probably consider that market as its own. On
the other hand, countries which are historically less than self-sufficient may try
to increase output in order to increase their self-sufficiency in the product,
not considering that this could create a surplus. Neither the exporter nor the
importer would admitto be .causing a surplus. Moreover, this technique would not
allowfor genuine changesproduction patterns.

186. According to a third criterian, a surplus existed if there was a general
decline in the world price of a product. In the view of the member concerned,
this technique could be helpful in determining whether or not there was a surplus.
If the price of a product was abnormally low, it was generally because there was
an abnormal supply an the market.
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187. He considered that this determinant had the following disadvantages: By
itself this technique would not be useful in allocating responsibility. Once it
was agreed that there was a surplus, another device would be needed to determine
who was at fault, how the surplus should be eliminated and future surpluses avoided.
Too much product on the market did not necessarily mean that one or more countries
are producing more than their normal share. Demand might be decreasing for the
product, causing a price decline, and in this case special measures would be
required in order to deal with the problem.

18. .A fourth criterion was that a surplus existed if it was apparent that many
countries were subsidizing their exports. The member in question thought that
this could be a useful technique for determining the existence of a surplus.
This determinant had the following disadvantages: there might be some difficulty
in reaching agreement among countries that many governments were indeed subsidizing
exports of that product. There might be cases where many countries were sub-
sidizing and there was no surplus. By the same token, there might be casess where
there was a surplus, but no one was subsidizing. This technique alone would not
provide for either of these cases. This technique would not allocate responsi-
bility for the creation of the surplus.

189. A member suggested several possible forms of commitments. He considered that
commitments regarding export subsidy restraints had the following advantages: if
subsidies cause part or all of the surplus problem. and the offending country
agrees to cut back or eliminate the subsidy, this would alleviate the problems
caused by the surplus in the world market; if all exporting countries maintained
restraints on export subsidies during times of surplus, this could also. reduce
many of the problems caused by the surplus. In his view, this technique had the
following disadvantages: this technique would not be useful if the country
primarily responsible for policies that had led to a surplus were animporting
country; this technique if directed at all exporting countries would not serve to
allocate the responsibility for the creation of the surplus; it would: only. be
effective if used in conjunction with some other device to remove the over-supply
from the market.

190. He considered that commitments on stock maintenance had the following
advantages: they, could be useful in the short run to help balance supply and
demand; they could be useful if the country causing the surplus was a traditional
importer. In his view, these commitments had the following disadvantages: they
would not solve the basic problem if the surplus was not a one-time event and
recurred each year; they would not be practical for some products.

191. He considered that commitments relating to donations had the following
advantages: donations to relief funds, etc., would removesome or all of the
surplus from the commercial market, thus helping to stabilize prices; this
technique could also be used by an importing country if necessary. He considered
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that the technique had the following disadvantages: if the surplus was too large,
or the demand for the product as a dc nation was too small (such as in cases where
the product was not suitable for relief), the surplus-reducing effect could be
minimal; it would probably not be politically .palatable for a traditional im-
porter to give away a product so that it could continue to import at. a given level.

192. This member thought that commitments relating to the increase in domestic
consumption had the .following advantage: they could be useful in decreasing an
international surplus if the action were either taken by an exporting or an
importing country. It might be carried out through welfare programmes, school
lunch program s, etc.

193. For this member, commitments relating to the destruction of the product had
the following advantages: they .would be useful in decreasing over-supplies and
would allow immediate corrections in order to maintain world price stability.
They could be applied by importers. as well as exporters. He and others considered
that these commitments had the disadvantage of being politically impossible in
most cases, specially for importing countries.

194. Several members expressed the view that this point could be more fruitfully
discussed in connexion with supply management or import. measures or general
measures. One of these members suggested that one should. examine the possibility
of determining causes rather than responsibility for surplus creation. The causes
could be of either a conjunctural or a structural nature. Another member said
that the primary responsibility should be borne by the surplus-creating countries
themselves and that his delegation could not. associate itself with any suggestion
which presupposed the co-responsibility of importing countries for surplus-
creation. The point was made by another member that both importing and exporting
countries had a rôle to play in controlling surpluses.

195. Techniques examined: Supply management through stock maintenace measures:
explore possible types of commitment and their suitability according to product
paragraph 2.A(4)). A member considered that stock maintenance measures were
appropriate and could be a type of commitment; they were integral parts of
existing commodity arrangements. Another member said that this technique might
effectively serve the objective of a stable and steady expansion of agricultural
trade and might merit further exploration if the relation with other relevant
elements for market stabilization was duly taken account of Another member said
that commitments to hold stocks would be one way for importing countries to under-
take certain responsibilites. The provision of security of supply would bean
important consideration for exporters.

196. Another member said that, because of several instability problems, management
designed systematically to adapt production to market conditions was difficult;
this technique could concern only conjunctural surpluses of products that could be
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held in stock beyond a certain normal security margin; a stock policy was con-
ceivable only if the relation between storage costs and the possible size of
variation in the commercial value of the product so allowed; it would be
difficult for a stock policy to be viable as .a measure for regulating supply.197.Techniqueexamined:Otherpossibleformsofharmonizationofproducts.
measures (paragraph 2(5)). A member said that the point concerned in general
more or less strict commitments in regard to concerted action at the level of
production measures. Another member pointed out that a commitment made on a
specific production measure could be circumvented through the continued use or
introduction of some other measure or measures. Specific commitments on prices
or acreages could be coupled with less rigid commitments regarding a standstill on
other measures. This kind of commitment could take the form of subscription to a
code of conduct with penalties or with rewards and penalities encouraging the taking
of actions which did not either impair or nullify the benefits of the concessions
that had been exchanged.

198. Technique examined: Any farm income maintenance measures should beseparated
from production and prices in order to ensure that such measures are production
neutral (paragraph 2A(6)). Possible techniques for the negotiated encouragemen
of income support measures (such as farmerst retirement pensions and long-term
land retirement payments) that withhold resources from the production of parti-
cular commodities might include the following: estimate the value of the 1970
average and/or marginal unit produced per man or hectare in the use from which
the inputs (labour or land) are withdrawn. Multiply result by total number of
units withdrawn, so as to get the estimated value of the total product reduction.
I country is a net importer of the product, calculate duty that the producing
country would have collected on a like value of imports. Convert to ad valorem
duty equivalent, using actual total import values as the base. If the importing
country binds itself not to increase acreage or farm labour force in producing a
specified commodity from which resources have been taken, the country may claim
negotiating credit as if the tariff had been bound at a reduced level
(paragraph 2A(6 a)).

199. A member said that it would not be feasible to evaluate the indirect effects
on residual production and the intensification effect that would offset freezing
of these various production factors. Anotherr member considered that this technique
presented the following difficulties: it was different to take into account the
increase of production which, in spite of the units withdrawn, might result from
the higher productivity caused by the amelioration of equipment and techniques
of production; it was difficult to calculate the reduction of production units
which would arise as a result of industrialization and not as a result of the
measures taken specifically for that purpose, it was difficult to estimate the
number of units withdrawn, because the measures to be taken by the governments
were not designed to impose directly the withdrawal of the production units, but



COM. AG/W/88
Page 46

were designed to induce it by special payments: it was difficult to calculate the
average and original value of production per unit. Another member said that it
was difficult to make this technique operational, and that it would be a complex
administrative-type arrangement.

200. Possible techniques for the negotiated elimination of income support measures
(e.g. premia, or deficiency payments, per unit of output) which reward increased
production of particular products might Include: Estimate the 1970 volume of
production attributable to the support measures (i.e. subtract from 1970 actual
production the estimated production in the absence of the income support measure).
Determine the domestic market price reduction which would have increase consumption
by this amount. Convert this price reduction to ad valorem percentage terms.
Provide for abolition of the domestic producer income supports in question, giving
negotiating credit as if duties had been reduced by the ad valorem percentage
calculated above (paragraph 2.A(6b)).

201. One member thought that this technique had the following disadvantages: it
was difficult to calculate the various elements of the estimated production in the
absence of the income support measures; it would not readily be applicable in
an agreed fashion.
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Charter II.: GENEIAL. MEASURES

1. International stabilization arrangements

202. Members of the Working Group expressed differing views regarding the
objectives of international stabilization arrangements, the elements they might
contain, and the feasibility of contributing to the solution of the principal
problems of agricultural trade through the negotiation and application of such
arrangements.'

203. Many members indicated that international stabilization arrangements seemed
to constitute a possible approach that could be used in the future negotiations.
Because of the diversity of measures applied in various countries, a solution
was necessary that would allow the interests of exporting countries to be
reconciled with those or importing countries .In the view of several delegates,
such arrangements constituted the most realistic way of tackling the problem ;
they could play a valuable rôle in trade, whatever the economy of the countries
concerned, and could be particularly useful for developing countries.

204. Some members fa the Working Group said that international stabilization
arrangements. should be the subject of broader technical examination tha .wolJd
semz t -indicate the fact that -this point had been included under the heading
"production measures", because such arrangements could bear on elements other
than those relevant to production. One representative said that they should be
viewed as a legal framework within which certain commitments could be entered .:
into on a basis of mutual advantage.

205. It was observed that the arrangements envisaged were difficult to design in
practice.. One delegate noted that such agreements, which are in fact schemes for
organizing world trade so that a reasonable amount fa business can be done within
certain price and quantity limits, generally take the form of miniu'm and maximum
price commitments or a price fork, sometimes accompanied by export or mMport
quotas, o 'buffer-stockschemes.. The only existing major agreement .are for
coffee, wheat and sugar. The coffee agreement is experiencing continual internal
stresses, the wheat agreement does not in fact control the market and is largely
consultative; the sugar agreement covers only a small partoaf the market. The
outcome fa current negotiationsw ith a view to a cocoa agreement is uncertain.
The idea of such arrangements is not new but the few that are in force have
operated successfully only within the terms of their own objectives and for a
limited period of time.

206. Other members considered that the difficulties encountered in the
negotiation or discussion of international stabilization arrangements fa various
kinds should not prevent continued efforts in thisfiield with a view to future
action. The new arrangements might differ from existing agreements and should
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take account of all elements affecting development of the free international
market. If the governments were ready to take the necessary political decisions
for a concerned effort, the technical difficulties could be solved.

207. One delegate said that the discussion on thhe content of the arrangements
should be preceded by an exchange ofviews on the objectives to be set for them.
According to the objectives envisaged, one might subsequently consider the content
of the commitments to be undertaken, as well as their respective advantages and
disadvantages. Moreover, the objectives could not be examined in abstrecto; it
was desirable to know whether they were feasible from the practical, technical and
political aspect to present market conditions. Each objective furthermore carried
advantages and disadvantages, and two questions would have to be settled in due
course before the parties to the negotiation could decide what.the scope of the
international arrangements was to be. The first question was to know whether the
governments were ready to accept the disadvantages of international arrangements
which constitute so many restrictions on their freedom of action; the other
important question was to know whether the types of national policy currently-
applied would allow implementation of the type of measures necessary in order to
attain the objectives of the arrangements.

208. In the view of that delegate, three objectives could be set for the inter-
national arrangements, the first offering the maximum liberty desirable and the
third being the most restrictive, form for the partners. The first objectiive was
the one of promoting economic and trade stability by preventing excessive
fluctuations in world prices and in the volume of trade, without, however,
influencing long-term trends. The second objective was .to seek to stimulate
world trade. Such an international arrangement should make it possible to raise
or at least maintain export income by means of arrangements between exporters who
would be required to limit production or exports. In the context of that approach,
account could be taken of the interests of developing counties .and also of
increased consumption. Another possibility was to seek to stimulate trade in
co-operation with importers through aformula that would neutralize any shrinkage
of the import. market. The third objective couId be to seek a balance of the
market in expansion. That would call for concerted action in regard to the policy
adjustments necessary for balancing supply and demand in the long term. That
objective implied some kind of intergovernmental planning in respect ornot only
trade, but also production and price policies, stocks and the relations between
trade policy, food aid and the economic evolution of developing countries.

209. The. speaker then underlined the advantages and disadvantages of those
objectives. The first objective would be advantageous for exporting countries
interested in price stability, the level of prices and a reduction of quantitative
fluctuations in trade, and also for importing countries interested in obtaining
equitable. prices and reasonable stable trade conditions. If prices were
stabilized under an international arrangement - that is to say, if they were
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maintained at a level higher or lower than that which would result from market
forces - disadvantages for importers could be advantages for exporters, and
vice versa. The essential effect of such an arrangement was that of limiting
income transfer between producers and consumers, and consequently its incidence
on the balance of payments.

210. He considered that the trade stimulation objective could be attained in two
ways: either through a price increase, which to some extent presupposed limitation
of export availabilities and co-operation between importing countries with a view
to observing prices higher than those prevailing in free trade. That procedure
would bring about an increase in export earnings, possibly at the cost of a
reduction in the volume of trade depending on the degree of price/consumption
elasticity. The second way would be through an assurance of better conditions of
access given by importing countries to exporting countries. The natural con-
sequences of selecting this formula for achieving trade stimulation would be: a
limitation of production in importing countries, hence an increase in the volume
of trade; lower-consumer prices; and a reduction in producer income in importing
countries, to the benefit of third suppliers. To the extent that this inter-
national policy brought higher prices in the world market, there would be income
transfer from importing to exporting countries; this would carry the disadvantage
of increasing the balance-of-payments burden in importing Countries; nevertheless,
such an approach could bring advantagess even for importers of agricultural
products because this type of arrangement could favour industrial trade by
allowing countries exporting agricultural products to obtain foreign exchange
with which to purchase industrial products in the importing countries.

.211. As regards, the third objective, he said that to seek market equilibrium
presupposed that each of the partners must be convinced that such an arrangement
operated to his advantage, so that it was almost a question of political
psychology". That objective involved the far-reaching problems of agricultural,
adjustment and the distribution of agricultural resources at an international
level or, if the ambition was more modest, the problem - though no less
difficult to deal with - of harmonizing national policies and hence consolidating
the respective positions of the various producers.

212. The objective of an arrangement (and hence its content) depended on its
feasibility in current market conditions and also and above all on the readiness
of governments to accept certain disadvantages. Without wishing at this stage.
to make any pronouncement as to the objectives that might be selected, the..
delegate noted that in appropriate cases international arrangements were also a
means of attaining the general objectives that would be outlined for the 1973
negotiations and that they might. serve the interests of developing countries.
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213. Some members of the Group considered that the objectives mentioned and their
implications deserved examination in depth. One member pointed out that one of
the objectives of the arrangements would be to eliminate or reduce the effects of
unfair business practices; it was emphasized that it, was in the interest of
importing as well as exporting countries for that objective to be attained. Another
member of the Group said that it was not certain that the trade stimulation objec-
tive implied a choice between increasing earnings through higher prices or another
mechanism, and expanding markets; those two approaches could be adopted simul-
taneously. Several delegatesunderlined the importance they attached to market
expansion; that objective was particularly desirable for developing countries
for which the principal objective was not only stability but also expansion.

214. One member stated that the first objective cited by a previous speaker
apparently related to the achievement of greater stability in the price of a
particular commodity without, however, influencing its long-term trend. Even for
those few commodities which had no close substitutes and appeared otherwise to be
possible candidates for market management, he saw an inherent contradiction between
achieving greater price stability and leaving long-term trends uninfluenced by the
measures taken. Measures taken to achieve greater price stability could impair
the efficiency off the market as a determinant of price trends, both in the short
run and in the long term. How could one be sure that the measures taken would.
leave the market sufficiently open to serve as an effective guide to the economic
use and production of the commodity concerned? Turning to the second objective
previously outlined, this member stated that international agreements intended
to raise or maintain incomes derived from the export of a particular commodity
also required the reconciliation of conflicting objectives. If exporting countries
incomes benefited by measures sustaining prices above long-term market trends,
there could (for a time at least) be an income transfer from consumers to producers.
For a few commodities this transfer might be brought about by reducing world market
supplies but the reduction could soon reach a point beyond which increased income
transfer from consumers to producers would not be possible. As to the suggestion
that such agreement would serve the interests of developing countries by
transferring income from consumers to producers, he said it should be noted that
for any commodity consumers are not all resident in developed countries, and
producers (with the general exception of certain tropical agricultural products)
are not all located in developing countries. Commodity arrangements aimed at
income transfer would result in the arbitrary redistribution of income unless the
arrangement was especially designed to bring about an agreed pattern of additional
income contributions and distributions. The possibility of accomplishing such
resuits was doubtful from the technical point of view, and still more from the
strictly political point of view. Balanced economic expansion, which was the most
ambitious objective, would involve either a master arrangement or an arrangement
applicable to a range of products. Any arrangement designed to achieve the
objectives that had been mentioned - stability, stimulation and expansion - would
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require agreement on the targets of income transfer to be accomplished in order
to achieve balanced economic expansion. It was not certain that such agreement was
feasible. The same objectives could be attained in other ways, and that was a
matter of judgment for the governments to pursue according to the case. In pure
economic, it could be shown that the most efficient way in which to transfer
income was an appropriate tax system, comprising a system for distributing the
proceeds. If stabilization arrangements were to be used, one would have to
reconcile the various objectives in respect of prices, income, and degree of access
to import markets.

215. During the discussion, different suggestions and ideas were put forward
regardingthe field of application, the elements to be included in the arrangements
and their operation.

216. As regards products to be considered, the suggestion was made that coverage
might include products which had no close substitute and which entered significantly
into international trade, trade which involved a reasonable number of exporters and
importers, and whose export was hampered by lack of price stability. A number of
representatives said that they agreed with that point of view. One delegation
referred in that connexion to the statement made by its authorities, jointly with
another contracting party important in international trade, that in appropriate
cases international arrangements were also one of the means to achieve the objectives
of the 1973 negotiations. It therefore seemed necessary to examine the possibility
of concluding international agreements product by product. Another member noted
that in the same declaration an opposite point of view on commodity agreements
was expressed by the other contracting party, i. e. that such agreements did not
offer a useful approach to the achievement of these objectives. It was also
suggested that products of interest to the developing countries should be taken
into consideration. Lastly, certain representatives drew special attention to
dairy products; a first stage had been completed with the conclusion of the
Arrangement Concerning Certain Dairy Products;. all key products in this sector
should be covered in order to arrive at a more orderly international trade.

217.. With regard to the elements to be included in arrangements, the following
suggestions were made by one or more members. Elements of the arrangements might
vary according to products covered and the nature of the arrangements; it might
be useful that they include elements relating to cooperation between importers
and exporters by adjusting of supply and determining objectives or indicators
regarding exports and imports. It would be necessary to take account of the fact
that the nature of the provisions of the arrangements and their managementshould
not prevent a stable and steady increase in trade. If, for example, prices were
set at an excessively high level, production would increase, demand would decline
and a shrinking of trade would result. It was pointed out that if prices were set
at an unrealistic levelsdisequilibrium could develop between supply and demand,
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In particular if efforts were made et national or international level to influence
elements of the market or of production. Each case should nevertheless be examined
separately, taking to account problems of the various products or product sectors
'because, due to, the present international situation" some producers did not receive
the prices they should, and the production of economicallyefficient producers had
declined. These elements should be taken into consideration if the arrangements
were to be appropriate and Correspond to the wishes of developing counters. If an
arrangement was concluded fixing, a remunerative price for developing countries
and the product concerned was grown in developed importing countries, the latter
should enter into production commitments, parallel withimport commitments in
respect of certain quantities. This production control would be useful, particularly
if prices in importing countries were artificially high. Another method would be,
for developed countries, transfer of production to other sectors, or limitation
of cultivable acreage. Such adjustments could be effected more easily by developed
than developingcountries. Provision might also be made for the possibility of
furthering development of consumption of certain products in developed and developing
countries.

21-18. As regards the operation of the arrangements, the following suggestions were
made by one or more members. A consultation procedure, which would be applied in
cases where the objectives or indicators set in the arrangements were not attained,
might be provided. One of the difficulties in implementation of the agreements
derives from the fact that they are sometimes insufficiently adaptable and flexible
to take account of market realities. In order to achieve a better balance between
production and world markets by acting on prices and consequently on quantities
produced, the arrangements shouldnot try to make provision for every detail, but
should estabablish a framework within which a quasi-permanent administration of their
operation could be situated. Decisions could then be made when necessary to allow
free play of the market and take account of forecasts at the level of production
and prices. The principal exporters and consumers would in a way be negotiating
continuously. Mechanisms of this kind exist at national and even regional level.
and it would be worthwile to examine more closely possibilities at international
level. The creation of a consultation body was one of the advantages of these
arrangements; flexibility of operation should be provided so that new situations
could be met. Such flexibility should not, however, prevent the parties from.
knowing what are their obligations under the arrangement so that they can evaluate
the advantages and disadvantages and accept the obligations deriving from it.

219. It was suggested that the duration of such arrangements might be the subject
of examination. Because of the difficulties inherent in long-termforecasting, a
relatively short period might probably be selected.

220. The following paragraphs give in summary formother advantages and disadvantages
of international stabilization arrangements that were mentioned by one or more
participants in the discussion.
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221. With regard to the advantages, somemembers considered that the conclusion of
international stabilization arrangements would allow short-term difficulties to be
overcome (e.g. disequilibrium between supply and demand, or excessive fluctuations
in prices); it would ensure stability of prices and trade for the products covered
and afford an orderly framework allowing importer to improve conditions of access
to their market with some security (possibility of fixing safeguard clauses).
Some representatives pointed out that this arrangement would ensure developing
countries of price stabilization and of access conditions conducive to trade
expansion, allow orderly growth to be achieved (particulaly in low-income countries)
and help developing countries to obtain their own financial resources to develop
their trade, and that, consequently, the interests of developing, countries could
be defended as a particular element. Lastly, it was pointed out that the arrange-
ments approach would allow all problems affecting the products considered to be
dealt with together in one specialized, negotiation and that they should, be examined
having in mind the effects which they might have on income transfer and volume of
trade.

222. As to the disadvantages of international stabilization arrangements, the
following suggestions were made by one or more members. It was considered that
the international arrangements approach lacked the necessary flexibility for
reacting to long-term modifications in supply and demand. International arrange-
ments might accentuate the short-term disequiibrium between supply and demand should
the market trend at the time of their negotiation not be properly appreciated. The
arrangements could not solve the long -term disequilibrium between supply and
demand if the prices to be fixed were fixed at too high a level, because in that
case the result might be to reduce demand to increase productions that were already
in surplus and stimulate the production of substitute products. In addition,
arrangements based on export quotas, for example, created difficulties for new
exporting countries, because the quotas were based mainly on transactions recorded
during a base period in the past. It would also be difficult for producers and
consumers to reach argreement on prices or price forks; the prices adopted were
generally unfavourable for active and forward-looking producers and quotas were
usually fixed on the basis of past performance. Attention was also drawn to the
following disadvantages: if inappopriate prices were fixed, the result was that
production was inconsistent with demand; it was difficult to finace the operation
of arrangements, in particular for the purchase of buffer stocks, and it was
difficult to supervise the operationsof arrangements, which were frequently infringed
The question of the difficulty of dealing with producers and consumers who were not
parties to the arrangement was also referred to, as was the difficulty of defining
the product covered, particularly competingproducts. It was pointed out that
the effects on income transfer and volume of trade might be a disadvantage and that
the arrangements did not seem. appropriate for all products, in particular perishable
products. One representative said that, generally speaking, international



Page 54

arrangements would not solve the problems of international trade in agricultural
products. Since they were not appropriate in the case of perishable products, the
countries producing them would not be able to solve their problems through the
use of this technique.

2. Codes of good conduct

223. The Working Group noted that a certain amount of discussion on codes of good
conduct had already taken place in the context of the examination of techniques
relating to specific measures.

224. A member expressed the view that codes of good conduct ought to be examined
in greater detail. The possible field of application of a code should be defined
in relation to the other negotiating techniques at a later stage, when some progress
had been made in examining specific measures. The nature and content of any code
of good conduct would depend on its field of application. A solution acceptable
to all the members of the Group should be sought in terms of the objective of
achieving a continuous and regular growth of trade in agricultural products.

225. Several members noted that a code of good conduct would. provide a useful way
of dealing with questions that could not be embodied in specific commitments. One
of these members pointed out, however, that a code could not replace more specific
action in the production sector; in his view, a code would provide a criterion,
so far as that sector was concerned, for judging the nature and extent of government
assistance to agricultural producers and might deal with the question of applying
the adjustment programmes for agricultural structures. Another member observed
that a code could also cover matters which had not been taken up, such as questions
relating to the environment, for example.

226. One member said that a code of good conduct was not in itself a technique,
but rather the result of applying, a technique; it was a method of negotiation
that showed some degree of flexibility. A less strict kind of commitment might
take the form of accepting a code of good conduct incorporating penalties, or
rewards and penalties, as a means of encouraging countries to take measures that
did not jepoardize or nullify the advantages obtained from an exchange of
concessions.

227. One member emphasized that a code of good conduct could only be negotiated
if a certain number of objectives has been laid down for the negotiations. The
code of good conduct method should be reverted to once the objectives of the
negotiation had been determined.
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Chapter III. COMMON DENOMINATOR OR COMMON CRITERIA FOR TE ASSESSMENTOF
COMMITMENTS

1. Self-sufficiency ratios

228. Techniques examined

Technigue (1): Determine self-sufficiency ratios for individual countries
for the agricultural sector as a whole.

Techicque (2): Determine self-sufficiency ratios for selected groups or
product sectors.

Technique(3): Determine self-sufficiency ratios for individual products
or product sectors.

Technique (4): Possible use of the self-sufficiency ratio as indicator
rather than commitment.

It was suggested that the examination of techniques (1) to (4) above might
be supplemented with consideration of the following:

(a) Types of obligations to be undertaken by importing and by exporting
countries.

(b) Types of action in case of non-observance of obligations.

(c) Combination with other measures.

229. The following advantages were mentioned by one or more members: A commitment
by an importing country to limit the self-sufficiency ratio to a certain level
would assure exporting countries the opportunity to continue supplying their
present share of a country's consumption and to have a proportionate share in
any future growth in consumption. A bound self-sufficiency rate may possibly be
negotiated downwards, at least in the long run, as resources of an importing
country are transferred from agriculture to other sectors. The self-sufficiency
ratio concept could be useful as an essential instrument when establishing national
policy objectives. Commitments in this field can easily be combined with other
measures agreed upon (e.g. in the field of stockpiling policy, food aid, etc.).

230. The following disadvantages were mentioned by ono or more members: Commitments
not to exceed self-sufficiency ratios would tend to freeze the patterns of
agricultural production and trade, irrespective of whether these patterns reflect
efficient allocation of resources. As structural reforms lead to a more rational
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agricultural production it is likely that importing countries would want to
negotiate upwards their self-sufficiency ratios. The techniquepresented
problems of definition and measurement, including the choice of a base period..
Commitments concerning a particular product will have to take into account the
presence of substitutes. It is doubtful whether commitments in this area will
be feasible and effective. It might be difficult to mind a type of commitment
that could be made by exporting countries. It is difficult to see what sort of
compensation importing countries could receive in exchange for a binding. The
technique does not allow a consideration of aspects related to the quality of
trade or trade value. The self-sufficiency ratio might often increase even when
production and consumption increase at the same rate.

231. Several members considered the self-sufficiency ratio to be a valid
criterion on the balance between supply and demand, and which could prove to
be a useful, instrument in future negotiations. Some members reiterated the views
brought forward previously in working groups of the Committee (see also L/3472,
page 28, paragraph 18; page 35, paragraph 17; and page 36, paragraph 18).

232. However, some members emphasized that a number of theoretical and practical
problems would have to be resolved before self-sufficiency ratios could be
utilized as a negotiating technique leading to binding commitments. Same agreement
would have to be reached on definition and measurement of the self-sufficiency
ratio. Several delegations suggested that the self-suficiency ratio could be
defined as simply as possible, for instance, as domestic production divided by
consumtion, with the latter reconstructed on the basis of data for production,
trade, and changes in stocks. In general, the opinion prevailed that the self-
sufficiency ratio for each country would have to be determined on the basis of
a representative period which should be as broad as possible, disregarding years
when the production might have been abnormal due to adverse weather conditions.
As regards the unit of measurement, this should be in terms of quantity rather
than value.

233. One member recalled that in the past this concept had only been proposed
with regard to grains, but it should be envisaged to consider it for several
commodities. Another delegation said that commitments regarding the self-
sufficiency ratio would only be meaningful if applied to a defined product or
group of closely related products, while still other delegation experessed the
view that the product coverage should be as broad as possible. Some members felt
that commitments regarding self-sufficiency ratios should not be circumscribed
to a particular product or a particular product sector without taking into account
the presence of substitutes.

234. With regard to commitments, some members thought that commitments could be
made as well by net importing countries as by net exporting countries, and that
it was important that such commitments were made by as many coutries as possible.
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A representative suggested that countries should agree to register their self-
sufficiency ratios and target supply commitments in the GATT and give them the
same legal status as other GATT obligations such as tariff bindings. One member
expressed the view that it might be difficult to see what type of commitment a
net exporting country could undertake, while another felt that it was difficult
to see what sort of compensation importing countries could receive for bindings.
of their self-sufficiency ratios. One delegation meant that it would be necessary
to have a rather wide margin of tolerance, while other delegations expressed
doubts as to whether it was realistic at all to envisage commitments in this area
to be effective.

235. Some members shared the view that the self-sufficiency ratio reflected a set
of measures, which often depended on other things than political will and that
this was a concept that did not allow a qualitative consideration of trade to
be made. Furthermore, as commitments would have to be based on past experience
they might tend to freeze existing production and trade patterns. Several members
felt that further reflection was needed regarding a consultative procedure to
be followed in cases of complaints about non-observance of commitments which
might be undertaken.

236. Several delegations stressed the importance of other measures to be applied
simultaneously, and that too much should not be asked of one particular technique.
It could, for instance, be imagined that bindings of maximum self-sufficiency
ratios for importing countries could be combined with or linked to international
agreements concerning stock-piling policy of exporting countries. Some kind of
agreement would have to be reached regarding the burden sharing between exporting
and importing countries. Some members felt that concessions in this field would
be equivalent to indirect commitments which might, however, prove useful for the
maintenance of market equilibrium.

237. One member expressed the view that at least as a first step, the self-
sufficiency ratio concept might better serve as an indicator of production trends
and be useful in a consultative process as a guide to adjustment of production.
Other members questioned whether the self-sufficiency ratio in itself could indeed
be subject to commitments and would prefer to consider it merely as a sort of
illustrative element. Some delegations were in favour of the idea of inviting
all countries to participate in a multilateral negotiation aiming at establishing
self-sufficiency ratio concepts which might be used as an essential instrument
when establishing national policy objectives.

2. Margin of support

238. A member gave the historical and theoretical background of the approach based
on the concept of a support margin. He pointed out that this description did not
necessarily represent the present views of his authorities on the matter. The
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proposal made in 1964 had been based on a study of the market conditions
prevailing at the time, with the objective of reconciling national agricultural
policies with a rational international trade policy. Three techniques had been
possible: the setting up of machinery so as to ensure co-operation and facilitate
contacts among governments; or the establishment of a certain number of
principles and rules which, inscribed in an agreement of general scope, would
serve as a guide to governments in their choice of national agricultural policy
measures; or, thirdly, an attempt to obtain precise commitments on one or
several elements of agricultural policy which determine more or less directly
the volume of production and, hence, of trade. The margin of support corresponded
to the third approach. It had been found that negotiations on agriculture could
not be limited to tariffs alone, and that agricultural support had become.
generalized in the sector and widespread. It was therefore considered that, in
order to reconcile domestic agricultural policies with the establishment of a
rational and liberal international trade policy, a link was needed between the
two. A common internationally applicable denominator had been sought, and a
global approach that would result from commitments bearing on allelements of
agricultural policies, all products, and all countries.

239. The margin of support appeared to be a mechanisms with a real bearing on
all elements. It had to be measurable so as to be internationally comparable.
Hence, two elements were chosen: an international price element, and a
quantifiable element representing the support given to domestic agriculture. At
the time it had been thought that the first could be either a minimum price
written into international agreements, or a price that might serve as a target or
criterion, such as for instance a theoretical price such as might prevail in the
absence of any agricultural support. The second problem was ta calculate returns
to the producers, so as to take account of price guarantees but also of direct
payments made in relation to yields, acreage, etc. A particular problem in this
respect was how to take account of payments limited to a given volume of
production, or linked to the size of holdings or to marketing quotas.

240. At present, it seemed to him that the method no longer had such a general
scope. Although support was generalized in agriculture and widespread in many
countries, it differed from country to country. Secondly, the extent of support
within the same country differed product by product. The method might therefore
not be able effectively to deal with the problem of globality of commitments.
Furthermore, price policies differed in scope among countries, and were no longer
the essential element to the extent they had been at the tine of the Kennedy
Round. The margin of support method might thus not grasp agricultural support
in its entirety. Lastly, he felt that the margin of support approach did not
have effects of equal constraint as between different products or different
countries and might thus not lead to the attainment of the objectives of a
negotiations, such as the orderly growth of trade.
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241. Some members stated that the margin of support provided an approach of a
global character in that it formed a link between national policies and inter-
national markets through a technique which covered both domestic policy measures
and measures applied at the frontier. This was an advantage to the extent that
the technique would be feasible in practice, not too complex in implementation,
and contribute to the desired objectives.

242. Some members considered that in order to avoid undue complexity, the method
might be applied product by product, or sector by sector, at least in the first
instance. A member considered that if the method could be negotiated for one
product, it could, at least in theory, be negotiated for any product; on the
other hand the method appeared on the face of it so complex as not to warrant its
application to all products.

243. Some members, recalling that the margin of support could be defined as the
differential between domestic support prices and an international reference price
which could be a "usual' world price, or the price of the most efficient producer,
or an arbitrarily selected price - pointed to the technical problems that arose
both at the upper and the lower limit of the margin. A member stressed that the
choice of these limits would be a critical factor in operating the technique.

244. It was pointed out that if the upper limit was a support price, it would have
to be defined in each case. Support prices are often established under legislation
which does not specify the price itself but establishes certain conditions or
criteria for its level. Taking the market price as a basis would also present
problems of definition in relation to product classification, product compara-
bility and the location of the reference market. If the upper limit were expressed
in terms of producers' income, it would have to cover both direct and indirect
income; the problem would then be where to draw the line between relevant and
other sources of income in a way that would make the results comparable intern-
nationally. A member drew attention to earlier work done to the Agriculture
Committee in this respect. Some members considered that agreement on the payments
to be included in the calculation of domestic producer returns in each country
could be reached in the actual negotiations.

245. As regards the international reference price, it was pointed out that it
might be difficult to determine a "usual"world market price of a commodity;
this involved defining the commodity, the pricing stage (c.i.f. or f.o.b.), the
location of the reference market, the types of transactions to be taken into
account, and an assessment of what is "usual". These problems could be avoided
by taking a fixed arbitrary figure, but then the negotiation would in reality
bear on domestic price levels and not on a margin or differential. The question
was also raised whether an arbitrarily selected level would be set once for all,
or whether it could be modified over time. For example, if arbitrary prices are
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set for a number of inter-related commodities so as to reflect present price
relationships, and are left unchanged, they would not necessarily reflect price
relationships prevailing in the future.

246. Various possible commitments in respect of the margin of support were
mentioned. These included freezing the margin, limiting its increase, reducing
it, or eliminating it. Some members considered that ;a freezing of the margin
might-not in itself lead to the desired objective of reducing support or increasing
access to markets, and that it might therefore need to be complemented by other
elements. The view was also expressed that freezing existing margin would create
problems of disparity, but other members said that. the problem of disparities was
a general problem that applied also to self-sufficiency ratios and tariff reduc-
tions, among others; one simply had to start from the existing situation. Some
members, while agreeing that the existing situation had to be taken as a starting
point, stressed the difference between a freezing of the margin and a reduction in
tariffs. The point was also raised whether a frozen margin would remain the same
if world prices increased , or whether the freezing would be supplemented with
certain other conditions. Some members; considered that while a freezing of the
margin, especially if unaccompanied by other measures, might have only limited
effects, a negotiated reduction over time might have beneficial effects on trade.

247. It was pointed out that a particular problem that might need to be considered
in relation to commitments on the margin of support was that of changes in the
parity of currencies and of floating rates. The question was also asked,how the
technique would take into account changes in agricultural structures, production
measures and .technology. ;

24. Several members felt tha-t the various difficulties inherent inithe margin-f-
suport approach cnould be overcome, and that the technique should tt be discarded
because f them.

249 Some membersil said they regarded the technique as a standstt measure rather
than a trade liberalimzing mieasure. They felt it could be used as a onitorng
device, in the way as had also been suggested for the self-sufficiency ratio.
Soe members considered that the method could be used where barriers other than
tariffs existed and. where it was not possible to find another method of direct
negotiation on certain measures. A member said that if the margin is expressed
as a differential, negotiating on it would permit to negotiate indirectly on
levies and quotas

250. A member called fr ngreater willingness on the part of governmezs to change
the present methods of support policies. He pointed tothe importance of reducing
incentives to output by moving fromprice support to income support, and of
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increasing assistance to marginal producers to adjust or retrain, as a means to
facilitate trade liberalizations. The reduction of trade barriers and the
improvement of access for agricultural commodities should be an international
co-operative endeavour. He stressed that allprimary commodities of export
interest to developing countries should be covered by any new initiative. It was
the understanding of his delegation that priority would be accorded to the interest
of developing countries in such an initiative, which would concentrate on the
desired trade results, and in which meaningful arrangements would be made for
developing countries that could not afford to and did not subsidize their production
or exports. ' :.
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Chapter IV. COMBINATION OF TECHNIQUES B

251. A member made a statemenet in th Group in ewhich h discussed possible
combinations of techniques for negotiating on agriculture. This statement has been
circulated as document Spec(72)82, and the main points are reproducedin
paragraphs 252 to 259 below.

252. The major trading countries could bind in the GoATT imprt duties for
agricultural products, including those of special interest to the developing
countries. It would be understood at the outset of any negotiation that every
product is bound at its nominal level of protection, whether the prnotectio be
afforded by duty, quota, variable levy, State tradingeor othr devices. A GATT
decisionbwoauld e tken to this effect prior to negotiation.

253. The import duties bound could be expressed as fixed duties - either specific
or ad valorem. This would mean converting a number of systems (e.g. variable
levies, minimum import price schemes, quotas, State trading)to fixed duty systems -
at least for the purpose of calculating the duty bindings. Each country could
make an initial judgment of the equivalent fixed duties and this judgment could
be examined by the GATT. This would establish a base level of protection for
variable levy items and quota items. In principle, the variable levies or
quotas could be converted to fixed duties; exceptions to the principle might be
negotiated.

254. Set a targeaxumumlevelsift formMlevels oa protection, for example, 20 per cent
ad valore, to be reached in ten years. This target could vary by commodity or
sector. It might be zero or a harmonized level. This could also be a matter
for negotiation and vary front product to product. It could include items of
special interest to the developing countries.

255. The bound dutiees could then b scheduled for reduction to the specified
levels over a period of, say, ten years.

256. A schedule couled be set for th elinination of export subsidy payments to
commercial emarmkets over th sae ten-year period that import duties and support
leves are being reduced. As with import protection, a base level of subsidy
could be calculated and yearly reductions could be calculated from that.
Production which could not move under the subsidy would be stocked or disposed
o in food aid uses under concessionaleterms. In thointerim, and in the case of
non-participnts, importing countries could, when asked sby za non-subadi ng
supplier, b required to apply countervailing duties. The question of whether a
subsidy existed aned at what lvel could be put to arbitration. l Countervaiing duties
would be applied on commodillties from a cosiuntrniesA subdizig. GATT decision
to this effect would beetaken nnangt th bengii of theegotiations.
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257. Agree on the principle that additional payments for farm income maintenance
will be of a type which will influence production of particular products as
little as possible. One such system might be direct payments to low income
farmers designed to maintain their income on a par with that of industrial workers
in the area. The method and level of income maintenance would remain the decision
of each country, subject to the general understanding discussed above and subject
to challenge in the GATT.

258. Preferential arrangements on agricultural products not eliminated by the
changes mentioned above could be removed by gradually increasing the preferential
duty to the most-favoured-nation level over the same time period. A GATT
decision couId be taken on this prior to negotiation.-

259. Within the context of equally far-reaching reforms in other areas of our
international economy, this negotiating frawmeork should enable the CORANTCTING
PARTIES to advance toward solutions of the principal problems of agricultural
trade, at the same time tiakng full account of the special needs of eth developing
countries.

260. Several members expressed their gratitude to this delegation for vhaing
presented the paper. mSoe members considered such types of combinations whereby
the disadvantagesof eon technique could be offset by the advantages of oanther,
to be a convenient and useful approach in future negotiations in the agricultural
field. It was felt to be a possible way of dealing with the differenst ituations
of different countries and to allow a combination of sectaloa approaches and
methodological approaches. Furthermore, the opinion was expressed that options
shoulde kept open for other combinations than those already suggested as the
number of various sposible combinations thamt ight be imagined would be enormous.

261. Certain otherm eermbs, although they agreed in principle that imt ight be
necessary to combine a number of techniques in ordero t obtain a balancen i
advantages and disadvantages, considered the suggestions referred to in
paragraphs 252 te 259 ovabeo t be incomplete and unbalanced. The matter might
require ma ore profound study which pruespposes a certain consensus on the choice
of negotiating techniques as well as the sceop and objectives of the multilatelra
negotiations envisaged to commence in 1973. This would, however, in fact be
prenegotiations or even proper negotiations and would llfa outside the mandate
o the Group.
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Working Paper Prepayred bthe Secretarïat

1. The working paper below has been prepared by the secretariat, with the aim
of facilitating the discussions of the Working Group regarding techniques and
modalities for negotiations as they relate to agriculture

2. For this purpose, an patwtemt as made to regroup in a certain order the
various proposals, suggestions and views which have been put forward in different
nmeetigs of the Agriculture Committee, its working group, the JointiWorkng Group
on Quantitative Restrictions, etc.

3. In connewxihon it theses list of various techniques and modalities for
negotiation, members of the group might possibly wish to examine problem including
in particular:

- respective advantages andd disavantages of one or other approach;

- changes in legislation or regulations which some of thehm migt or might
mnot iply;

- further specifications to be made in respect of the definition of one
o other method;

s- posibility llof iustrating the validity of certain methoyds b giving
practical examples of their application to certain products or sectors
of the BTN;

- questions linked to the concept of equivalence ommf coitments, etc.

Pirevlyuslçissued CaMs GcWNA/A77
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Section 1

Examination of Techniques and Modalities
for Negotiations on Export Assistance

1. The information on measures which affect exports is contained in the
following documents:

Spec(69)9/Rev.1 to 15/Rev.1 Inventory of measures and mechanisms
influencing exports

Spec(69)136 Export credits
L/3472, Annex I, p.21 List of practices
L/3513 and Addenda Subsidies. Notifications pursuant to

Article XV:1 (year 1971)
L/3655 and Addenda Subsidies. Notifications pursuant to

Article XVI:1 (year 1972)

2. In the list of solutions put forward by various governments in the past four
years for solving the problem of export aids, two types (which are not exclusive)
can be distinguished:

(a) direct techniques for the abolition or limitation of such aids;

(b) indirect techniques.

3. Direct techniques

Two types of direct techniques have been suggested to date - those which
concern the abolition of aids, and those which would simply aim at limiting them;
both can be diversified according to the products and sectors concerned.

4. Techniques and modalities for abolishing export aids

There are five of these:

(a) negotiation of an agreement providing for a general and unconditional
prohibition ofexport aids in respect of all products; the negotiation
would, of course, also cover a definition of nomenclature of such aids;

(b) techniques for progressive abolition;

(1) Take each exporting country's total of subsidy payments in a base
year (say 1970) and provide that it shall be diminished by, say, 20 per
cent per annum.

(2) For each product, take each exporting country's total subsidy
payments in a base year (say 1970) and provide that total subsidy
payments for export of that product be diminished annually by, say,
20 per cent of the base year subsidy.
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(3) For each contracting party find the unit subsidy per product at
the base year (say 1970) average unit subsidy level and provide for
the annual reduction ofthe unit subsidyby say, 20 per cent of the
base year level. - :

(4YC4nider annual worlide prforîc'h c.a}lroduchet. T0Ti97'Qverage
world rnarket price would be ascertained. Incesuceding yeahers t world
market price would be estimated for 1971, 1972, etc. ("world market
pricell beingdefined in the same termsfor 1970 and succngeedi years).
The 1970 subsidy ceiling par unit would then be defined for each
country as the average domestic unit price less 19the 70average world
market price. For 1971, the domestic price ceilinrgupie nt for each
coyntÉ would be the 1971 em-tinted world market priceis (Îe. the world
market price as estimated by competent designated author,ity say, FAO)
sg& pe0Qcen toof that occutr'yt 1970 subsdiy -.iling per unil. In
1972, the dmoestic price ceiling per unit would be the 1972 estimated
world market price plus 60 per cent of the countryts 1970 subsidy
ceiling. And so on. nI each yea,r beginning with 1971, no country' s
actual unit subsidy woudl be permitted ot exceed tehsp eicfied percentage
of the 1970 unit subsidy ceiling. ; - --. -'

(5) Priority; consideration should be given to the elimination of such
aids t products in which developing-ountries account for a significant
share in world trade.

5. Techniques for litg export aids

Tw types of nthod hapve-benyupomentioned; the one would ely n a ceiling
for overall expenditure or expenditure per unit of export assistance; the other
would rely on pric conditions.

(a) Financial techniques for limiting aids

These are the solutions mentioned in 4(b) above, but without
the progressive annual reduction clause.

(b) Technique for lining aids involving price clauses.'

Five such techniques can be identified:

(1) The technique mentioned in 4(b)(4) without the progressive annual
reductn clause.. -.

(2) dmtation of export aids to tha ifference between the domestic
pro o a product, at a marketing stage to be determined, and an
minternational primarce for the soe product, at a keting stage and
a level to benegotiated.

~ ~ ~ ~ ~ -

(3) The determination of an. absolute floor fpr export aids, at the level
of the lowest price quoted in the international market by the best
plca competitor not relying on export aide.
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Export aids should not have the effect of altering in international
markets, the price relationships adopted for the same products on the
domestic market.

(5) The establishment of a fair relationship between the price of the
primary product and the processed product.

6. Indirect techniques for limiting or eliminating export aids

The modalities suggested in this respect hinge more or less on Article XVI
of the General Agreement. It seems feasible to group them around three main
propositions: to supplement Article XVI; to add a procedure of consultation and
possibly arbitration; to adopt a scale of penalties for non-compliance.

7. Amendments to Article XVI

The following suggestions have been made:

(1) Contracting parties should notify items in the list of practices given
in document L/3472 Annex I the notification to be under the existing
Article XVI procedures but without prejudice as to whether or not the
practices notified are considered to be covered by Article XVI;

(2) Adoption of an agreed definition of export aids, possibly on the basis
of the practices listed in L/3472, Annex I (reproduced on page 6 in
the present document);

(3) Negotiation of a more precise criterion for determining injury than the
present "equitable share" rule;

(4) More precise definition of "previous representative period" than that
mentioned in Article XVI:3;

(5) Application of paragraph 4 of Article XVI to primary products;

(6) Provisions to prevent injury;

(7) Inclusion in Article XVI of the concepts underlying Article XXXVI, in
particular paragraph 3 thereof.

8. Apart from the possibility of negotiating amendments or agreed interpretations
for Article XVI, it has been suggested that one indirect means of limiting export
aids might be to establish a simplified procedure of notification and consultation.
Some essential features of such procedures might be:

(1) Notification at regular intervals of export practices listed by the
negotiating parties and review of those practices by a standing committee;

(2) Continuing consultation procedure with a view to prompt investigation of
specific cases upon complaint being lodged by a contracting party. The
procedural sequence; format for the complaint; onus of proof; possibility
of taking interim protective measures; criteria for determining the
existence of injury; eligibility of third country s having an indirect
interest, nature of the decision etc., could be the subject of negotiation
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9. Lastly, some delegations have emphasized the need to provide penalties
designed to strengthen observance of the rules to be negotiated in the field of
export aids.

(1) Possibility of providing for the application of countervailing duties
after completion of various procedures, relating to public notice, with
a view to establishing the reality of financial assistance to exports.

(2) Obligation to impose compensatory measures in cases where a third
country benefits from export aid.

(3) Possible exception, in favour of developing countries.



COM.AG/W/88
Page 69

Annex to Section 1

List of Practices.
(see L/3472, Annex I pages 21and 22)

1. Direct subsidies to exporters.

2. Export restitutions.

3.. Double-pricing practices, including home-market schemes, pooling
arrangements and equalization funds.

4. Deficiency payments and comparable producer price support arrangements when
they apply to products which are exported.

5. Currency retention schemes or any similar practices which involve a bonus
on exports or re-exports.

6. [The remission or exemption, calculated in relation to exports of direct
taxes or social welfare charges on commercial enterprises.]

or

[The remission or exemption, calculated in relation to exports, of taxes
or charges.]
or

[incentives being taxation measures related to exports and not covered by
the first interpretative note to Article XVI.]

[7. The exemption, in respect of exported goods, of charges or taxes, other
than charges in connexion with importation or indirect taxes levied at one or
several stages on the same goods if sold for internal consumption; or the
payment in respect of exported goods, of amounts exceeding those effectively
levied at one or several stages on these goods in the form, of indirect taxes
or of charges in connexion with importation or in both forms.]

8. Sales in which, as a result of government intervention or of a centralized
market scheme, prices are lower than prevailing world prices or, in the case
of multi-year contracts, than can reasonably be expected to prevail in inter-
national markets for the duration of the contract.

Note: Bracketed phrases in this annex indicate wording to which some
delegations felt it particularly important that additional thought
should be given.
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9. In respect of government export credit guarantees, the charging of premiums
at rateswhich are manifestly inadesquate to cover the long-term operating costs
and losses of the credit insurance institutions.

10. Sales on credit in, which, as a result of government intervention or of
a centralized marketing scheme, the interest rate, period of repayment
(including periods of grace) or other related terms do not conform to the
commercial rates, periods or terms prevailing in the world market and where
the period of repayment is up to three years.1
11. The government bearing all or part of the costs incurred by exporters in
obtaining credit.

12. Sales in which the funds for the purchase of commodities are obtained under
a loan from the government of the exporting country tied to the purchase of
those commodities and in which the period of repayment is up to three years.

13. Government-sponsored barter transactions:

(a) involving price concessions;

(b) not involving price concessions.

14. Sales for non-convertible currency:

(a) involving price concessions;

[(b) not involving price concessions].

1This would include commercial and quasi-commercial transactions.
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Section 2

Examination of Techniques and ModalitiesforNegotiations on
Tariffs, Variable Levies and Other Special Charges

1. The information available at present is contained in the following documents:

COM.AG/W/68 Import measures, Summary table
COM.AG/W/68Add.1. Tariffs
COM.AG/ W/Add.3 Variable Levies and Other Special Charges

2. No specific proposals regarding techniques for a negotiation on tariffs have
been made in past discussions in the Agriculture Committee. An examination of
possible techniques of negotiating tariffs might need to distinguish between two
basic situations. In the first, the tariff is the sole (or predominant) protection
measure at the frontier; in the second, it is applied in conjunction with other
frontier. measures, such as quantitative restrictions, levies or other special
charges, minimum prices, or others.

3. In the first case, individual sectors might be identified which are protected
solely (or predominantly) by the tariff in a number of countries (sectoral approach).
Alternatively one might identify sectors which are protected solely by tariffs but
which might differ from country to country (cross-sectoral approach). Under either
approach, the following techniques might be examined:

(1) elimination of all tariffs
(2) linear reduction of all tariffs by same percentage
(3) elimination of tariffs with an incidence of less than x per cent, reduction

of allother tariffs
(4) downward harmonization of tariffs

(5) tariff-free quotas
(6) if necessary, a time schedule might govern any of the above.

4. The second case, where tariffs co-exist with other barriers, would require a
degree of agreement on a broad method for assessing equivalences of commitments on
different elements, but presumably with some built-in flexibility. In this
connexion, it should be recalled that, in the course of earlier discussions,
certain delegations pointed out that "it is impossible to make a comparison between
levies and customs duties without taking account of another essential aspect which
concerns the quantitative restrictions that are often applied simultaneously with
customs duties, whereas this is not the case as regards the levies applied [else-
where]",while other delegations "have also underlined the fact that it is not
possible to make a straight comparison between the ad valorem incidences of levies
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and other special charges applied by the different countries ...... since themeasures appliedbytheseco ntriesiur iaffiewidel"(COM.A1W/G8d.36/Ad , page 2)oA propestablishingaverageduytytosequvaleltsofenalta fis oanquos dealt with in
the section on techniques for quantitative restrictions.

e5a. A argsd vrvieeia-le'le; the following techniques mexamiight 'e ed:

(1)s stablalie mad virea enquivaleus offvariable levies for 19s70 by acer.-
taing, for emach cooodity, the average unitrdifafexntiàe betwes domestic
i+'l andd4lde cos.t (c,plus<f. v8xxny fid duties orUachd/O sd2ge). For
eacmmh coodity require thhat tis ad valorem equivalent be redubced y, say,
e20 pr ceont fr 1971, 4r0 pne cet for 1972, etc.

(2nd) bioi nge fth height of a levy tomaxma aium vamlore incidence
(3) levy-freoe qutas or quotas at reduced eslevi
(4v)-flee rne yetr orr enty at a credued levy subject to observancae of

mimnimu c.i.f. price by the supplying country
(5ii) dfferentiatoion f the height of levies according to eauch spp'lier s offer

p'ce-
(6 administrative mueasaes in the applticaionàf levies (e.ge.gthening ghebutIe

perid otyadity of a given heighvyt of le). --
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Section 3

Examination of Techniques and Modalities for
Negotiations on Quantitative Restrictions

1. The information regarding quantitative restrictions is contained in the
following documents:

COM.AG/W/73 and Addenda 1 to 13 - Quantitative restrictions applied by
countries covered by the Joint Working
Group.

COM.AG/W/74 Summary table to the above document.

COM.AG/W/68/Add.2/Part 2 Quantitative restrictions (countries other
than those covered by Joint Working Group).

L/3514, and addenda State Trading. Notifications pursuant to
Article XVII:4(a) (year 1971).

L/3653, and addenda State Trading. Notifications pursuant to
Article XVII:4(a) (year 1972).

2. The contracting parties have identified a dozen or so types of quantitative
restrictions. The most important among them, applied by eighteen developed
countries, are reported in document COM.AG/W/73 and the thirteen addenda thereto
and are listed in a summary table in document COM.AG/W/74.

3. Among the various techniques suggested for negotiations on these restrictions,
whether in Group.2 of the Agriculture Committee or in the Joint Working Group,
some propose a direct attack on the problem while others envisage indirect methods
of relaxation or abolition.

Lastly, two main types of techniques have been suggested:

- one would aim at achieving through negotiations the abolition or progressive
elimination of certain quantitative restrictions which have been identified;

.- the other suggests the negotiation of certain common international rules
designed to govern the restrictions still remaining after the negotiations.

4. Techniques and modalities for negotiations designed to achieve the abolition
or progressive elimination of quantitative restrictions.

The following proposal can be grouped among these techniques:

(1) abolish all restrictions generally and replace them by customs duties,
established at non-prohibitive levels;

(2) abolish all illicit quantitative restrictions;
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(3)eliminate quantitative restriction having insufficient economic justification;

(4)eliminate all prohibitions;

(5) establish average duty equivalents of quotas by ascertaining for each
commodity the average unit differential between domestic price and landed
cost (c.i.f. plus any fixed duties and/or charges) for 1970; where this
differential is greater than zero, the quota should be enlarged so as to
reduce the differential by, say, 20 per cent for 1971, 40 per cent for 1972,
and so on;

(6) negotiate formulae for automatic enlargement and negotiation of
liberalization time-tables.

5. Negotiating techniques aimed at achieving the adoption of a code of principles
to govern the administration of remaining restrictions.

The following suggestions can be grouped among these:

(1)rules on the elimination of all discriminatory elements;

(2)rules on the progressive globalization of all bilateral quotas;

(3)criteria for non-discriminatory administration of quotas;

(4)legalization of remain restrictions under provisions of the General
Agreement;

(5)undertaking by exporting countries to observe ceiling levels;

(6) criteria for establishment of previous representative periods to be used
in calculating quotas;

(7)agreement on administrative principles for issue of licences, public
announcement of quotas, etc;

(8)annual procedure for reporting, reveiw and justification for maintenance
of qutotas.
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Section 4

Examination of Techniques and Modalities for Negotiations on Health
and Sanitary Regulations. Marketing Standards and Licensing

.1 The health and sanitary regulations notified to the Agriculture Committee
are listed in document COM.AG/W/68/Add.4; the marketing standards notified are
listed in COM.AG/W/71.

2. The Committee generally agreed that it was necessary to avoid duplicating
the work of other international bodies. Several delegations .said, however,
that the trade effects of health and sanitary regulations were certainly within
the competence of the Committee and that there would be no duplication if it
concentrated on this particular aspect.

3. It has been proposed to draw up general guidelines for the formulation
and administration of relations and standards so as to reduce or eliminate
as far as possible any harmful trade effects. Several elements to be included
in such guidelines have been suggested, including the following:

(1) Elimination of health and sanitary regulations where they no longer
meet the requirements of the situation which had motivated their
establishment;

(2) Relaxation, where necessary, of measures currently in force so that
they would not be more stringent than necessary;

(3) New measures should not be made more stringent than necessary;

(4) Equal treatment for imported and domestically produced goods;

(5) Measures taken by State or local authorities should be consistent with
nat .nal and international regulations;

(6) Health and sanitary regulations should be applied on a most-favoured-
nation and non-discriminatory basis;

(7) Provision for more co-operation between exporting and importing countries
with regard to importation, testing and issuance of certificates;

(8) My of the above considerations also apply to marketing standards.
Furthermore, marketing standards should not be based on characteristics
peculiar to national production.

4. Other suggestions were:
(1)strengthening and giving greaterr precision to Article XX(b); in this

connexion it might be considered to establish a particular procedure
for notification of, and consultations on, measures maintained under
that Article;

(2)establishment of an arbitration procedure.
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5. Attentionhas beendrawn tothefactthat now import restrictions
relating to the conservation of exhaustible natural resources may be imposed.
Such measures, might be justified under Article XX(g), though only. "if such
meansures are made effective in conjunction with restrictions on domestic

production and consumption. An adequate control procedure might well be .
required in this respect.

6. It is recalled that, at the appropriate time, the Committee willhave to
review the applicability to the agricultural sector ofany solution, evolved
in the Committee on Trade in IndustrialProducts in respect of measures of
general application. In particular, it will have to examine any results which
emerge from the groups on licensing and on standards and to consider whether
modifications are necessary to make these results applicable to the agricultural
sector.
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Section 5

Examination of Techniques and Modalities for Negotiations
on Production Measures

1. The information available at present is contained in the following documents:

Spec (69)35/Rev.1 - Self-sufficiency ratios
Spec (69)36/Rev.1 - Prices received by producers
L/3472 and Annex IV -.Report to the Council

2. The various suggestions made to date can be classified as follows:

A. Specific measures~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

(1)Explore which specific production measures might technically lend
themselves to meaningful commitments, and the form that such commitments
might take.

(2)Explore the technical possibilities of separating production-neutral1
farm income maintenance measures from production and price poicy
measures; and explore the technical easibility and ianingfulness of
negotiating techniques for the encouragement of production-neutral
measures and the elimination of measures that unduly stimulate
production.

(3)Examine possibility of aocating responsibility for the creation of
surpluses.

(4)Supply management through stock maintenance measures: explore possible
t-es of commitment and #-i suitability e.coding to product.

(5)Other possible forms f harmonization of production measures.

(6)Any farm income maintenance measures should be separated from production
and prices in order to ensure that such measures are production neutral.

(a) Possible techniques for the negotiated encouragement of income
support measures (such as farmers retirement pensions and long-term land
retirement payments) that withhold resources from the production of particular
commodities might include the following: Estimate the value of the 1970
rer rg na unt produced per man or hectare in the use from which
the inputs (labour or land) are withdrawn. Multiply result by total number
of units withdrawn, so as to get the estimated value of the total product
reduction. If country is a not importer of the product, calculate duty that
the producing country would have collected on a like value of imports.
Convert to ad valore duty equivalent, using actual total import values as
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the base. If the importing country binds itself not to increase acreage or
farm labour force in producing a specified commodity from which resources
have been taken, the country may claimnegotiating credit as if-the tariff had
been bound at a reduced level.

(b) Possible techniques for the negotiated elimination of income support
measures (e.g. premia, or deficiency payments, per unit of output) which reward
increased production of particular products might include:

Estimate the 1970 volume of production attributable to the support measures
(i.e. subtract from 1970 actual production the estimated production in the
absence of the income support measure). Determine the domestic market price
reduction which would have increased consumption by this amount. Convert
this price reduction to ad valorem percentage terms. Provide for[staged]
abolition of the domestic producer income supports in question, giving nego-
tiating credit as if duties had been reduced by the ad valorem percentage
calculated above.

B. General measures

International stabilization arrangements

- Possible coverage: selection of products or product groups;

- elements to be included in arrangement (including posesibly some listed
elsewhere in the present paper).

C. Common denominator or criteria for the assessment of commitments

(a) Self-sufficiency ratios

- Possible coverage: . agricultural sector as a whole; selected groups of
product sectors; individual, product or product sectors;

- measurement: units, time period;

- type of obligations of importers and of exporters;

- types of action in case of non-observance;

- possible use as indicator rather than commitment.

(b) Support margins

- Possible coverage;.

- definition and measurement: in particular, selection of upper and
lower benchmarks;

- type of obligation: freezing, reduction over time, etc.
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D. Combination of the three te techniques

It might well become apparent that a viable and practical solution to
the problems in the agricultural sector as a whole or in certain sub-sectors
might reside in a combination of various elements selected from the three
broad techniques.

To give a hypothetical and purely illustrative example: one might
envisage that, while recognizing as a.long-term objective the replacement of
production - stimulating support measures by production-neutral measures, a
practical and acceptable solution for the shorter term might possibly consist
of stock management obligations accepted multilaterally, triggered by a surplus
situation (determined by the relation of current world prices to an agreed
benchmark with the size of individual obligations related to changes in self-
sufficiency ratios (which would serve as a yardstick and not a commitment).
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