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GENERAL AGREEMENT ON LR e i
TAR”:FS AND TRADE = Limited Distribution

AGRICULTURE COMMITTEE"

. Report to_the Council

1. At their last session the CONTRACTING PARTIES directed the Agriculture Committee,
whose terms of reference and composition are set out in COM.AG/2/Rev.1l, to proceed

-~ with the task of formulating conclusions on possibilities for concrete action that
might appropriately be taken to deal with the problems that arise in the field of
agricultural products and that this task .should be completed during 1970." The
CONTRACTING PARTIES also decided that such opportunities as might arise for the
settlement of particular trade problems at any time should be pursued, especially
with respect to products on which a substantial amount of preparatory work had already
been done within GATT (L/3366, paragraph 4). - . :

2. The Committee had decided to carry the work forward in four working groups
dealing respectively with: : : .

Group 1: Meésuras~which affect exports,
Group 2: Measures which affect imports,
Group 3: Measures which affect productioh,
Groﬁp'4:1 Other relevant measures.

‘Thess groups each held one meeting in the first half of 1%70; theirkreports on-these
meetings are annexed to this report. o :

3. The Committee itself has held three meetings since the last session of the
CONTRACTING PARTIES in July, November and December. Secretariat notes on the first
two meetings have been circulated as COM.AG/22 and COM.AG/23.

4. The Committee has, during the course of the year, assembled a wide spectrum of.
suggestions or proposals as to how the principal problems might be dealt with. It is
understood that the Committeels work has been essentially of an exploratory nature

and that the definition of this range of possible solutions does not imply a commitmen*
to conform to any ‘of “these solutions.  The Committee notes that these suggested - -
solutions enjoyed varied degrees of support from members and that they are not always
compatible with one another. It also recalls the Committee's mandate to seek matually
acceptable solutions to the principal problems of trade in agricultural products, and
notes that, at the present stage, none of these suggested solutions commands-support
-wide enocugh for any solution to be qualified as mutually acceptable.
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5. The Committee has concluded, therefore, that this report should simply set
out the suggested solutions that have been put forward, together with some of the
main points made on them in the discussion and the suggestions made as to the best
way of pursuing the work in the comirg year in order to assist the Council in

coming to a decision of this matter.

Suggested solutions - general

6. Various members explained their broad zpproach to the problems. A member
said that his proposals (COM.AG/W/66), which were consistent and comprehensive,
would need some specificity as to how they could be brought into application and
what they would entail for individual contracting parties and individual commodities.
His suggestions for possible implementation of his proposals on mcasures affecting
exports, imports and production are given under peragraphs 16, 27 and 39 of this
report. He suggested that in considering his proposals, a start should be made
with measures affecting exports and imports at the frontier; then,one could
consider other measures including those that might be taken to mitigate any
effects on domestic production. He suggested thet the Committee examine these
proposals and their implications as pert of the future work programme to enhance
their acceptability as clements in future negotiations.

7.  Members ezpresséd their thenks to this member for these suggestions which
were not discussed in detail for reasons of time and because of their complex

technical nature. '

8. ' Some members said that as all agricultural problems were interrelated, a .
general concept governed their agricultural policy, the measures of which formed
a single whole. Any action on one measure had repercussions on all others. A
delegation pointed out that their approach consisted in differentiating between
solutions which called for chenges in existing legislation or policies, and those
which did not. For the first type of solutions, a common denominator and an &
appropriate method of negotiztion must be sought. So far as those of the second
type were conserned, solutions cculd be sought in the c-ntext of existing legis-
lation cr policies through the adjustment of management measures. '

9. Some delegations stressed that any solutions must take into account various
factors such as differences in natural endowments or structural patterns, and a
country's present economic and social situation. Solutions might, therefore,

differ country by country and product by product.

10. Several delcgations expressed interest in thc applicability in present.
circumstancss of the margin of support approach, possibly supplemented by
provisions on self-sufficicncy ratios. Some delegations said that consideration
should be given to levels (rather than margins) of support, together with the
self-sufficiency ratio, as a tool towards concrete solutions. One delegation
stated that the margin of support and the self-sufficiency ratio should not be
considered 2s an obligation to be assumed by all cocuntries without distinction.
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11. Several ‘delegatiohs’ Stressed-that,.in searching for possible solutions,
specizl attention should be given to measures. of particular imporitance to
developing countries. In the search for a basis for general negotiations on
agrlcu¢ture, priority attention-could:be given to.problems of developing countries
by identifying those sectors of speciecl interest to these countries in which action
could be taken by the CONTRACTING PARTIES in the immediate future.

12. Severzl' delegations pointed: out that the need for adequate and timely
progress -in the finding of solutions to the major problems of internationasl trade
in agricultural products was of great.importance to them and that it was
fundamental to their pesition in any future negotiations that progress in the
agricultural sector should parallel that in the industrial products sector in
order to ensure ‘2 reasonable balance in any negotlatlng -package.

Measures affectwng_exports (See JlSu innex I)

13. A nember proposed that the Committee accept the elimination of all -
governnental aids to ewports as an ultimate objective of concrete actlon. While
this objective might not be attained immediately, procedures should be so devised .
as to glve the greatest prospects of rapid edvance in that direction. He proposed
in this- connexion-that govermments might agree. to make Article ZVI:4 applicable to
all products, or, if govermments could not eliminate export subsidies promptly
but could accept their elimination as an obJectlve, commitments be taken to thelr

progressmvc reductlon and ellﬁlnatlon.

14. Some delegatlons said tbat export alds were only one element of agrlcultural
policies and could not be dealt with in isolation. Some delegations considered
that -international -action siiould first be dirccied at production policies with the
aim of limiting production and avoiding surpluscs in developed countries.

15." Some delegations considered that the elimination of governmental -export aids
was a long=teom objective which was vorth pursuing. Th.s would however have to be
done ‘gradually and by appropriate means such as making Article XVI:4 appllcable to
all products (as suggested in paragraph 13 above), or pending such a decision,
strengthening and giving greater precision to the existing Article XVI provisions
on primsry products (ior example, by defining mcre precisely the concept of the
equitable share of world markets; accepting a commitment not to grant export
subsidies which result in prices lower than those of aountries that did net grant

suboldles) or, th;rdly by means of:

(2) limits 'covcr1ng,~for exemple, overall cost ceilings of export
assistance, or cocst ceilings for individual products or product. groups;

{(b) a2 maxinun cost per unit of subsidization for particular products;

(c) the pstablluhment of a fair relationship between the price of- the primary
product and the processed product; and

(d) the establishment of minimum prices on international markets.
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16. The member referred to in paragraph 13 proposed that possible commitments
leading to progressive reduction and elimination of export aids should be
examined, and might include the fcllowing: o '

(a) Establish each exporting country's total of subsidy payments on all
products in a base year (say 1970) and provide thet it shall be diminished by,
say, 20 per cent per annua. .

(b) Establish each exporting countrys total subsidy payments for each
product 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 suosidy.

gc) For each country find the average unit subsidy per product irn the base
year (say 1970) and provide for the annual reduction of the unit subsidy by, say,
20 per cent of the base year level.

(d) Determine the 1970 average world market price for each product. In
succeeding years the.world market price would be sstimated for 1971, 1972, etc.
("world market price® teing defined in the same terms for 1970 and succeeding
years). The 1970 subsidy ceiling per unit would then be defined for each country
as the average domestic unit price less the 1970 average world market price. For
1971, the domestic price ceiling per unit for each country would be the 1971
estimated world market price (as estimated by 2 competent designated authority,
say, FAO) plus, say, 80 per cent of thet country's 1970 subsidy ceiling per unit.
In 1972, the domestic price ceiling per unit would be the 1972 estimated world
market price plus, say, 60 per cent of the country's-1970 subsidy ceiling, etc.
In each year, beginning with 1971, no country's actual unit subsidy would be
permitted to exceed the spscified percentage of the 1970 unit subsidy ceiling.

17. Some delegetions said that possible action in the field of export measures
should take the form of a price discipline based on agreed minimum prices in
international trade. Other delegaticns said that, for countries which practised
certain systems of support (for example, two-price systems), export aids could
only be limited in this wey.

18. Some delegations, in supporting the objective of elimination of subsidies
and its attainment in cunwlative steps, pointed out that their agricultural
exports, which were not subsidized, provided the means for industrial development.
Other delegations stated that account must be taken of developing countries with
-2 bigh dependence on agricultural exports; but where the stage of agricultural
d;velopment was such as to make recourse to aids necessary if exports were to take
place,

19. Some. delegations suggested that priority consideration should be given to
the elimination of export aids on products in which developing countries account
for a significant share in world trade.
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20. " Some delegations expressed their readiness to consider solutions that did
not involve @ change in existing legislation or policies, 1nclud1ng solutions
based in particular on price discipline, on harmonization of export aid measures
and-on strengthened international co-operation. Some of these delegations felt
that a more concrete formulation of these suggestions would make their con31dera-

tion more easy

2l. bome delegatlons expreased support for extendlnb the scope of paragraph 4 of
Article XVI to all products. Some delegations also supported the stremgthening’
and clarification of the existing provisions on primery products of that Article..
- Some representatlves of developing countries cxpress~d reservatidns on these
suggestions, but weleomed the suggestion that any rsvision of Article XVI should
have regard to Artlcle LLVI, partlcularlv Daragrapn 3 of that Article.

22.‘ oeveral delegatlons stressed the importance of notification and consultation
pracédures as a first step tOWardS tbe containment and subsequent reduction of

export aids.

Neasures affectlng imports (See also hnnex II)

23. The Committ'ee discussed measures affecting im‘porﬁs which had been examined
by WOrklng Group 2 whose report is at Aonex IIL. ‘

e The Committee agreed to draw up a document contalnlng factual information on
tariffs, quantitative restrictions; variable levies and other special charges;
this document will also contain information on health and sanitary regulations
which have been notified and which came under Working Group 4. Further details
are contained in paraﬂr aph 4 of Lnnbx II and peraegraph 8 of COM.AG/22.-

25. Some dhlegatlons strecsed the paramount importance for them of 1mport measures
and the harmful effects which ‘they could have. They a'so stressed the fact that,
in their view, veriable levies were more restrictive than quantitative restrictions.
In the view of other delegaticns quantitative restrictions were particularly
dangerous because they could lead to a ban on all imports.

26. Some delegations said that the aim should be the removal of all quantitative
restrictions, variable levics and related restrictive measures and reiiance on
fixed tariffs at non-prohibitive levels. Several other delegations expressed the
view that while this proposal had the advantage of simplicity it might be extremely
difficult to put inte practice. The delegation with whom the proposal had
‘originated explained, in reply tc questions, that under the proposal countries
which at present relied on variable levies would be able to replace these by fixed
tariffs and that the level of fixed tariffs in these and other countries would be
agreed upon by negotiation. ' This delegation also said that it would only be able
to consider remcving the limited number of quantitative restrictions which it
meintained if other delegations could consider the removal of their quantitative
restrictions and variable levies.-
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27. This delegation said that possible techniques for the negotiated reduction of
quotas and variable levies might include the establishment of average duty
equivalents of quotas by ascertalnlng, 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. Whsere this differential was greater than zero, the
quota would be enlarged so as to reduce the differential by, say, 20 per cent for
1971, 40 per cent for 1972, stc. The ad valorem equivalents of variable levies
would be established in the same manner and would be reduced for each commodlty
by, say, 20 per cent for 1971, 40 per cent for 1972, etc.

28. Some delegatlons sald that they were nct prepared to negotiate on, or pay for,
the removal of illegal quantitative restrictions or the discriminatcry element in
otherwise legal restrictions, and that time-tables for their removal should be
egtablished. In reply to questions, these delegations sald that by discriminatory
quantitative restrictions they meant those which did not conform to the provisions
of irtiecle XIII, unless they were permitted by irticls XIV. They sald that in the
interim criteria should be adopted for the non-discriminatory administration of
any remaining restrictions and suggested that quantitative restrictions for which
slight justification existed should be eliminated, that quotas-should be opened
in cases where ilmports were at present prohibited and an annual inerease in quotas
provided in order to permit imports to share in the growth of the market.

29. Some delegations said that all contracting parties should make efforts to
relax and eliminate quantitative restrictions, whether legal or illegal, and should
submit a list of items which- could be liberalized; efforts should be made to
increase other remalnlng quctas- and solutions to theSc renaining quantltatlve
restrictions should be found through consultation in the GATT.

30. A member pointed out that his government was very conscious of the importance
of the aims pursued by the Committee. It had already made decisions on the
elimination of quantitative restrictions on certain agricultural products which his
govermment would make the utmost efforts to liberalize within the next six months.
4s to the furtherance of liberalization mcasures, while a decision as to which
products would be liberalized hed not yet been taken, his govermnment had declared
its 1ntentlon 0 proceed vigorously an. to the widest ex.ent possible.

3l. One delegation suggested that Article XI be broadened to legalize some of
these restrictions while submitting them to additional discipline and periodic
review in the GATT, with a view to moving towards a more rational trade in
agricultural UrOdUCUS Several delegations said that they could not support this
CSUEEESEEON S+ e e e o

32. Some delegations suggested that the problems of agricultural trade should be
identified and possible solutions should be sought to particular problems. 4
distinction should be drawn between the problems which might be resolved by an
appropriate management of existing measures and the far-reaching problems the
solution of which required modifications of agricultural policies.



L/3472

Page 7

35. These delegations said that in the first area there would be room for a whole
series of adjustments which could im; rove trade in agricuviturel products. In the
case sf quantitative restrictions, for instance, the methods of administering them
mlght be made more flexible. In some cases where quotas were fixed on the basis
of historical market shares which were no longer relevant provision should be made
to permit new exporters to enter the market, In the case of levies, exporters
might co~ordinate their exports Ly exercising in this manner an influence on world
prices so that the amount of the levies imposed oy the ¢mport1ng countries could

- be influenced.

34, These delegations said that solutions in the second area presupposed very
comprehensive negotiations. Countries should be ileft free in principle tc apply
whatever instruments they deesmed apprepriate to their own policies. The negotia-
tion would essentially bear on the final results which it is desired to obtlain.
The undertakings would bear upon certain common data to be determined. One useful
concepﬁ might be the.self-sufficiency ratio. This does not exclude that more
precise commitments concerning certain specific instruments might also be taken

case by case.

35, Some delegations stressed the importance, in searching for possible scluticns,
“of giving special attention tc measures of particular importance to developing
countries. In the search for a basis for general negotiations on agriculture,
priority attention could be given to problems of developing countries by identifying
those sectors of special interest to these countries in which action could be taken

by the CONTRACTING PARTIES in the immediate future.

36, The Committee examined the particular problem of vegetable oils and oilseeds.
The discussion which took place in Working Group 2 on this matter is summarized in
paragraphs 20 to 26 of its report which is at Ammex II. Some delegations exprcased
the view that tropical oils and oilseeds should be given separate treatment and
expressed the hope that the question of a standstill wculd be given favourable
consideration. Scme delegations said that part ticular attention should be given

to differential tariff duties on these products and that differentizl teriff duties
were also important in the case of other products of particular export interest

to developing countries, the example of duties on products shipped in bulk and thObb
on products in small packages being meutloned as an example.

37. A question was raised regarding the changes proposed in the basis of agricul-
tural-support-of e major -importing country. ~The representative concerned, in-reply,
considered that this matter did not fall directly within the scope of the discussion,
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but explained that one aspect of it was his country's application for accession
to a customs union, and:that the effect of the proposal would be tc align his
country's policies more clcsely with those of the customs union. The other
aspect was his govermment's concern at the high level of public expenditure in
agriculture; 1 -rice fluctuations in thé domestic market, ~hich was large and
opern, led to an open-ended commitment for public‘expenditure. He foresaw no
major changes in import requirements ofr production levels and only-a minimum
impact ‘on trade as a result of the proposals which in his view represented only
a change in the method, but not in the level of support and which had been
designed tc cause the least disturbance to trade, Moreover, his delegation con-
“timued to maintain that the present situation in agriculture was not of the
importers' making. Some delegaticns doubted that the proposals would have only
a minimal effect on trade and expressed their concern at the proposed changes,
particularly in the context of efforts to find mutually acceptable smaluticns to
the problems of international trade in agricultural products. These delegations
asked for an expression of view by the country concerned about his authorities'
approach to this question, In reply the delegate printed out.that his country
had fully co-operated with other members of tae Committee in its work and repeated
thzav the proposals had been framed to cause the least disturbance to trade.

Measures aff36u1ngfproduﬂtlnn (See 2lco fnnex III)

38, 3Several delegatinns stressed the jmportance of measures relating to pro&uction.
Scme delegations considered that internationzl action shruld first be directed
at production pslicies with the aim of limiting production and avoiding surpluses

in developed cocuntriss.

39. A delegation proposed that any farm income maintenance measures which govern-
ments consider necessary should be separated from production and price policies
in order to ensure that such measures are production neutral. It suggested the

following possible %echniques:

(a) A pescible techiique for the negotiated encouragement of income support
measures (:uch as farmers retireme 't pensions and lo g-term land retirement
payments) that withhold resources from the production of particular commodi-
ties might be: Estimate the value of the 1970 unit produced per man or
hectare withdrawn from production. liultiply result by total number cf units
withdrawn, so as to get the estimated value of the total production reduction.,
If a country is = net inmporter of the product, caleculate.dnty that the producing
country would have collected on a like value of imports. Cenvert te ad
valerem duty equivslent, using actual total import velues as the bass, If
the 1moort1na country blnds itself not to increase acreage or farm labour
force in produclng e 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.
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éb) i technique for. the negotiated elimination of income support measures
c.ge premia, or deficiency payments, per unit of output) which rewgrd
increased pioduction of particular products might be: Estlnatc the 1970
volume of production attributable to the support measures- (i.e. subltracv
from 1970 actual production the estimated production in the absence of the
income support measure). Determine-the domestic market price reductiocn -
which:would: have increased consumption' by this quentity, e:pressing this
price reduction in porcentage terms. If provision is. ;ade for a (possibly
staged) abolition of the domestic producer income supports in questlon,
negotiating credit can be claimed cs if dutics had becn veduced by the
percentage calculated above.

(¢) 4. technigue- for cclculating the negotiating credit to be given to
exporting countries toking similar stens tc reduce precduction would also

have to be workcd out..

40, Somo delegations, while regarding these suggcstlors as interesting, expresscd
the view that while it might be possible to find negotiating techniques on frontier
measurcs, it -seemed d*ffloult to find techniques appropriate to production measures.
They felt, moreover, that the concept of ‘production neutrality did not provide:a
useful startlnv basis for negotiations. Other delegations also nointed 1o the
d;fflculty in asscssing the production noutrallty of various measures and
conSldured that tlls problcm would nced to be studied.

41; Sorc delecatlons Shld that these suggestions- raised the p*oblams of cqulty.
They “considered that a country -should not expect to be given ncgotiating credit
for moving out of an arca of production into which it hed entcrea by artificial
means. The parallcl was drawn with unworranted health and sanit vary regulations
for the abolition of whlch, 1n the v1ow of some members, no payment should be

expected clther.

LR« Some delcgations stressed the nced for an cquitable sharing of responsibility
for the level of supplies and their management. In the view of ccrtain dclegations,
this responsibility rested primarily with exporters, particularly in view of the
size of the surpluses. Thesc delcgations considered that TLOOGnlulOH by cxporters
of such responsibility was essenticzl to the solution of the nicin problems in

gricultural trade. However, other delcgates pointed out that policies in
importing counttrics had an important bearing on the ability of exporting countrics
cffectively-to take action relating to supply monagement. . Thoy said thet a

rotional policy mcintaincd by exporting ‘countrics mlgnt wol1 bCCOLO irrational
th“ough policy mcdsures tahpn by imperters. .

43, The Committce notcd’that it was 2lso possible to brlng ‘supply and demand
nore into linc by action on the Qumand sidc.
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44,. Some delegations, while recognizing the need for a balance between supply
and: demand, said that particular account must be taken of the stage of
agricultural development in developing countries, where encouragement for
improvement and diversification of agricultural production was still needed -
duly taking into account comparative advantage in soil. climate, etc., and
projections of both local consumption anf export potential - and for whom a
limitation of production would have serious consequences. Some of these -
delegations considered that such a limitation should apply only toc countries that
exert pressure on international markets with surpluses produced by means of

artificial incentives.

Other relevant measures (See also Annex IV)

45. The discussion on the work of Group 4 dealt principally with the health and
sanitary regulations that had been notified. Ssveral delegations pointed out
that such regulations could be formulated or administered sc as to have an
unnecessarily restrictive effect on trade, especially when they went beyond the
health or sanitary problem sought to be controlled or were applied in a ;
discriminatory manner. Several delegations ncted that their observations applied
to other types of measures whica Group 4 had exmained such as marketing standards

and not only to health ard sanitary regulations.

46. It was generally agreed that it was necessary to avoid duplicating the

work of other international bodies. A number of delegations mentioned work
currently being done, or that might better be accomplished, by other intermational
bodies. The Committee was informed genmerally as to the work of the FAO/WHO Codex
Alimentarius Commission. Reference was also made, inter alia, to the International
Standards Orgasnisation, the OECD, the International Office of Epizootics and the
International Plant Protection Convention of 1951. Several delegations noted

that the Committee did not have the special compstence required for dealing with
some of the more technical aspects of health and sanitary regulations. Several
delegations said, however, that the trade effects of these regulations were
certeinly within the competence of the Committee and that there would be no
duplication 1f it concentrated on this particular aspect.

47. Several delegations proposed that the GATT draw up guidelines for the
formulation and administration of health and sanitary regulations so as to reduce
or eliminate in so far as possible any harmful trade effects. Some delegations
suggested that GATT should draw up some principles and standards and, in particular,
that health and sanitery regulations should be eliminated where they no longer
~met the requirements of the situation which had motivated their establishment,
and that measures currently in force should, where necessary, be relaxed so that
they were not more stringent than necessary. These delegations also considered
that it would be advisable to consider the possibility of establishing an
arbltration procedure similar to that in the International Plant Protection
Convention. Particular reference was made to Article XX of the General Agreement,
which several delegations found vegue. In this connexion one delegation suggested
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that the Committee might call on the assistance of expert rapporteurs to be sent

by contracting parties, and-on the advice of internaticnal bodies with special
technical competence. In its view the Committee could perform a hortastory function
in drawing up a statement that would call upon contracting parties to work towards
comparability of health and sanitary regulations following to the maximum extent
possible the standards elaborated by the FAO/WHO Codex Alimentarius Commission.
Pointing out that at best Article XX sub-paragraph (b) was not complete enough and
had to be read in the context of the General Agreement, some delegations gquestioned
whether the princivle of most-favoured-nation treatment was relevant since. there

were cases when only a single or very few exporting countries might harbour a
particular disease or pest. ' '

48. Many delegations were of the opinion thet individual contracting parties
should engage in bilateral consultesticns whenever they felt that certain health
and sanitary reguletions had unjustifiably adverse effects on their trade. If
such consultations failed it wouid then be up to the affected contracting parties
to proceed within the framework of the General Agreement. It was pointed out that
consultations on trade effects could be held under Article XXII, and that these
night be based on expert advice from specially competent bodies, although some
delegations expressed scme doubt as to the feasibility of such a procedure.
Another delegation expresced the view that any course of action taken by the
Committee should not interfere with bileteral efforts tc handle particular health

and sanitary problems.

49. One delegation was of the opinion that it would be desirable to evolve a
procedure by which a third party could arbitrate questions concerning the harmful
trade effects of such regulations, but another delegaticn urged ceution in this
respect, since different contracting parties could adopt different regulations
because of truly different conditions.

50. Other d:legations stoted that i the last znalysis the govermment of each
contracting party was responsible for the heclth of its citizens and that it would
have to be the final arbitrator in all such cases since heslth and sonitary regula-
tions were not negoticble in the ordinary GATT sense. One delegation considered
that the secretariat might advisc the contracting parties ss to information cn
health end sanitory standards which it might receive from other internaticnal
bodies. 4nother delegation questioned whether this would be necessary and suggested
that governments themseives would be kept informed by the same organizations
directly. One delegation suggested thet the secretariat inform these organizations
of the intercst which GATT wes taking in the trade aspects of such regulations; and
that perhaps this might be done informally Ly the Director-General.

51. In the view of onc delegation the foreucing discussion was o recognition by
the Committee that nornfully formulated sr administered hcalth and sanitery regulo-
tions nust be elimincted.
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52.

One delegation draw attention to the fact that a certain country was about

to introduce import restrictions, usiag as a justification Article XX,
sub-peragraph (g) relating to the conservation of exhaustible natural resources.
It appeared to this delegation that the action would not be entirely consistent
with the provisions of that sub-paragraph which provided that such import measures
must be made effective in conjunction with restrictions on domestic preduction

or consumption.

Suggestions as to future vork

53.

Some delegatioﬁs made suggestions to be taken into consideratien by the

Council when deciding the »est way of pursuing the work in the coming year. The
Committee's mandate %

dscument L/3366, paragraph 4) was recalled and nne er both

of the following suggestions were made by some delegations:

(a) Delegations should be invited to put forward further suggestions as to
ways in which the principal problems facing trade in agricultural products
might be dealt with, to make more specific the suggestions that had been
made where this had not already been done, and to carry out an analysis of
the suggestions. Some delegations underlined the urgency of getting on with
the job of establishing 2 basis for future negotiations and said that the
uncertainties of the present situstion should not prevent this. They
suggested that the Committee should concentrate on those suggested solutions
which showed the best chance of acceptance, then on their application to
particular commodities and finally on what additional elements might have

to be brought into a negotiated package to make it acceptable for the
principal participants.

(b) In the coming year the Committee might cxplore opportunities for the
settlement of particular shorier-term trade problems. In this connexion,
two delegations expressed their governments!' concern at the lack of any
further progress in the Working Party on Dairy Products and appealed to
the other govermments principally concerned to re-examine the possibility
of resuming at an early date negotiations aimed at extending the coverage
of the Arrangement Concerring Certain Dairy Products.
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ANNEX I
“ORKING GROUP 1 - MEASUE''S WHICH AFFECT EXICRTS
Report_on Meeting of 6 to 10 April 1970%

1. The Agriculture Gommittee has direscted Working: Group 1, dealing with measures
whlch affect exports, to ssek mutually acceptable solutions to the principal problems

ffeeting international trade in agricultural products, and for this purposs to
complstc such further identification of these problems as is necessary (1L/3320,
paragraph 5). It was understcod that this work would be essentially of an exploratory
nature and that the definition of a range of possible solutions did not imply a

‘commitment to conform to any of these solutions (L/3320, paragraph 6). In the
Conclusions adopted at their last scssion the CONTRACTING PARTIES further dirscted
that conclusions be forrulated on possibilities for concrete action that might
appropriately be taken to dsal with the problems that arise and that thls task should
be completed during 1970 (L/3366, paragraph 4).

2. The Working Group mect from 6 to 10 April 1970 under the chalrmanshlp of’

Mr. A.R. ds Felice (United States). This report sets out the proposals or suggestions
as to how the prinecipal problens mlght be dealt with and the main points raised in

the discussion. It is emphasized that the discussion at the first meeting was not

~ exhaustive, that in many cases the views recorded were only tentative and that
delsgations would have full latitude to supplcment and clarify them when the report
was discussed by the Agriculture Committee at its July mertlng.

3. The Group noted that problcms on the proposed resolution on con~9551ona3 trans-
actlons had been referred back to the Agriculturc Committee for further consideration
(SR.26/7). It noted that thesec problems wers still undcr consideration in the Food

and Agriculture Organization and agrsed to revert to them.at a later stage.

" Basic 1ssues

4. A proposal which had the support of a number of delegations was that contracting
partles adopt as a guiding principie the complete sliminaticn of all govbrnmental

aids to sxports.

5. The dclegatlons supporting this proposal sharcd the vicw that such a policy
would havc the following advantages: . ... . ...

- it would put agricultural tradelon a commercial basis;

- it would tend to reduce incentives for uneconomic production;

Lpreviously issued as COM.AG/¥/52, of 17 April 1970.
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- it would stop competition between national treasuries which can be to the
detriment of all countries, ernpecially the developing countries; ‘

- it would;elimihate a séurce of contention in international rclations.

6. It was recognizcd that thls proposal would involve re~cxam1natlon and
possibly some restructuring of basic national agricultural policies and, since
this would raturzlly be timeeconsuming, this might be regarded by some as a

disadvantage.

7. . The delogation which had put forward this proposal noted that his country had
unilaterally moved far in this direction. He suggested that other countries -
relyinz cven more heavily than his own on agricultural production and trado should
also flnd it pract*cablc to abolish governmentel aids to exports.

8. . number of other delegations considered that the withdrawel of government
aids to exports in isolation would not necessarily lead tc the advantages out-
lined in paragraph 5 above. The removel of export support alone would not result
in agricultural trade being conducted on a truly competitive basis since
individual countriss would still be free to provide additional support through
their domestic and import policies and the proposal would not, therefore,
necessarily reduce incentives for uneconomic production nor stop competition
between nationsl treasuries. Priccs on the internstionzl merket would tend to
reflect the level of support afforded to gzriculture in exporting countries.
Prices in importing countries would thus, in some instances, be higher than at
praesent but the pattern of trade thoen established may still not reflect the most
efficient production. Moreover, bcfore any steps could be taken to proceed to
their eliminction it would be neccssary to Gefine exactly what measures should be

considered as governmental aids to exports. The problem of food =zid was also
mentioned.
9. .novher delegation expressed the view that export oid measures were not an

end in themselves tut the outcome of each country's domestic azricultural policies
with vhich they were closely linked, having rezard to conditions in markets that
were unorzanized or artificially segregated. The basic aim of those.policies and
therefore of export measurss was the maintercnce of produccr incomes at a certain
level. That view was shared by many other delegations. .ccording to the
delegation referrzd to above aids to exports could influence the world market for
the produc+ concerned, in particular where the product was in a state of over-.
supply; where it was in balance, export 2ids could, by lowering prices, lead to
additional effective demand. This ablcgatlon suggested that solutions should be
sought in the lizht of the nature of the problems, and that a distinction should

te drawn uutweﬁn solutions:

(2) that did not involve a change in existing lezislation or policies; and

(b) thosc that did involve such changes.
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The first category included solutions based in varticular on price discipline, on
harmonizatior cf export eid measurss nd on strengthensd internationzl
co-operaticn. The authorities which that delegation ruprese ced wersa dlsposed to
act in this area - as was shown in the case of wheat and dal products - and were
ready to cxamine the possibility of envisaging price lec1p111e for all products
“where the market situstion proved this necessary. Solutions in the second
eategory, due to the largc number of elements of agricultura1-price and production
pclicics iavolved, required the ssarch for a commor negotiating basis and a

nggotiating method vhich would : 1dlow 2ll ccuntries to participate meaningfully.
Such a basis was particularly necesscry, taking into account tne fact that export
aids were often an inscparable constituent of on overall agriculturzl policy. In
that casw, any criterion cf purely ond S¢mp13 rde01nb a’ds could not be objective
and equitable and other clements would have to be taken into consideration, such
28 the self-sufficiency ratio, for oxemple, and othsr instruments that might lead
to equivaient and acceptable commitments. In other words, an appropriate
negotiating method would have to be fouad. The delegation in cuestion considered .
that its proposals had the advantaze of being capable of concrete implementation,
unlike other proposals which, *r¢lc being perhaps more ambitlous, might not be
accepted by many contracting partiss.

10. -Seversl delegations took the contrary view thet in p-“ ﬁﬁcc export aids in
generel <o noct conLrlbute to the expansion of ccmand for 0“0Lactg subject to such
practices, but they may have adverse consequences for other contracting parties,
cause unjustified disturbances te trace and oastltut n obstacle to the
cbjectives of the General .greement.

11. Some cdelegntions said that they couid ccept without hesitation the ob3ect1va
suggzested in paragreph 4 but that comsideration should also be given to sclutions
Wthh could provide a substantizl amclioraticn in the situstion since it was clear
from what had been sald that the total elimination of export aids might not be
achieved with'n a rsascsable span of time,

12. The following proposals were put forward by one delegation as a means of
limiting and hopefully eliminating expert aids (as carivvr made in the lnnex to

COM..G/11):

/

-

() limits coveri n;_ for exauple, overall cost ce 111253 of sxport assistance,
or coat ceilings for individual producte or pro duct sroups;. .

<

(b) 2 maximum cost per wult of subsidisation fer articuwiar products;

(¢) the estebiishment of a fai relationship betwsen the prics of the primary
t anc the DrOCOS:Dd prOuubt and

nel

(d) the cstablishment of minimum prices i intornational sarkots.
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13. Some of the delsgations that urged the accsptance of a zuiding principle of
complste elimination of export subsicles said that there was no inconsistency in
sesking action on governmental export aicds as such, whether or not countries
simultaneously lock for some more fundamental solutions based on supply management.
These delegations suggested that a scries of intermediate steps could be postulated
that would be cumulative in thair effect leadinz to the complete elimination of
subsidies over a period of time. These intermediate measures could include,
following further study, some of those suggested in paragraphs 9 and 12 including
minimum price errangements applying to products such as certain Sairy products.
Although the best solution would be the application of paragraph 4 of Article XVI
to primary products pending a decision to this end there was a need to define more
precisely the concept of the equitable share of world markets contained in
parszrapn 3, and to cover specifically the oreventicn of injury to. those countries
which did not have recourse to export aids. . valusble contribution in this
direction could be made by sccepting an oblization rot to grant export subsidies
which result in prices lower than those of countries that dic¢ not grant subsidies.

14. One delegation, while recognizing that the problem of export aids was coiplex
and was closely linked with other szlements of agricultural policies, thought that
action could and should be undertoken with a view to the progressive elimination

of aids. In the context of that objective, the most harmful effects of such aids
should be tackled as a matter of priority. To that end, certain guidelines could
be drawa up which would have to be discussed by the Group; a few of these were
zlready su.sested in the present documernt.

15. One delegation in pressing for the eliminstion of all export aids, said that
solutions which fell short of total abolition of export aids were unsatisfactory
because they either left the relationship between the prices of different exporting
countriss the same, in which casz they achieved nothing, or they altered this -
relationship, in which cese they crsated an wifair advantage where unequal
assistance remained. This delegatiocn, referring to the distinction made in
paragraph 9, pointed out that a2 soliution which ¢id not involve a change in existing
legislation for one country might involve such a chenge iu another, and that this
wzs not a theoretical problem only. So lonz as some countries raintained govern-
mental aids to exports for whatever reasoms, others mizht fcel it necessary to"
retain the option of essisting thewr c:ports. This delegation noted that the main
products on which export subsidies were granted were still thcse listed by the
Panel on Subsidies in 1961 (BISU, Tenth Supplemeat, page 210;. Grains, dairy and
livestocik products were the commodities most widely subsidized and it appesred that
_the root cause was the difference between prices received-oy producers in-various
countries.

16. Some Gelegations, expressing support for the aim of an early elimination of
aids to exports, stated thet priority consideration should be gziven to the
elimination of such azds to products in which developing couatrics accounted for a
significant share of world trade, suchk as tobacco, vegctable oils and oilseeds,
cereals, ueat and others.
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17, Several délegations stated that as export aids were closely linked with other
clements of agriculiural policies; thoy could not be dealt with in isolation with-
out teking these other elements into account, such s those rslated to production
and income policies. Concern was also expressed as to the assessment of export
aid measures in the lizht of specified criteriz laid down in advance. Experience
had shown that criteria of this irind were of a rather theoretical interest and
hardly of any practical value. The important thing was the domzge resulting from
the use of export aids and any consulitations tiaat might be ajreed upon should.

concentrate cn this issus.

18, Certair delegaticns pointed out that their countries were major agricultural
importers with only small cxports which were not directly aided. They stated that
vwhile their iuterest in the matters concerning exports was thus marginal, they were
navertheless ready to consider the various proposals on their respective merits.

Notificaticn procedures

19. The Group drew up. .o list of practices which might be the subject of -
nectification. This is annexed.-. It was understood that the list was open-ended
and further types of practices mizht be added if appropriate. It was also under-
stood that the establiishment of the list did not imply a jud:ment as to whether or
not these practices were covered by .rticle ZVI of the GATT, nor did it imply any
judgment about the sisnificance of the sffects on exports of these practices.

20. One delsgetion sugzested that a sroup of experts should examine all practices
on the list, : : :

1. Referring to item 14, soms delegations considered that sales under bilateral
clearing agreements not involving price concessions should aot be notified.

22. It wes noted that it would bc ne-essary to define the product coverage of the
notification procedurec. Some delegations said that Brussels licmenclature

chapters 1 to 24 inclusive should be used for thrs purposz. It was suggested,
however, that it mizht be necessary to include certain products.outside the
twenty-four chapters, and attenticn was drawn to the understaniing of the coverage
of primary products in the context of Article XVI.

25. CGCertain celegations considered that notificaticns might eppropriately be made
anmually and thet; in nddition, any changes sihould be notified as they arise.

Other delegations pointed out however, that, wiile carlier ..rticle XVI procedures
callec for more frequent notificatuion, the present procedures uader that irticle

were for full notifications once every three ycars. Some delezations considered
that an interval of two years might be suitable.

24. It was sugzested that the aim of the notification should be to give other
interested contracting perties a beasis on which they could dzcide whether they
wished to pursue the motter further by meansg of consultation. It was agreed that
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the notificztions should describe the measures used and show the effect of these
measures by the use of the latest stctistics available. It was understood that
the headings used for .rticle XVI 1*o’c:.f':.c:a‘t’.‘01'1s “(BISD, Nlnth Supplement, page 193)
would provice a useful starting peoint in this regard.

25. The point wes raised of the relatlonshlp between notifications of measures
under the procedures of irticle XVI and possible new notifications under those in
respect of the List of Practices. It was noted that irticle XVI procedures '
covered measures which affected both imports and exports, while the List of
Practices related to measures which affected only exports. - Hotification require-
ments under irticle XVI of subsidies uffect-ag imports would remain unaffected by
the proposed new procedure. On the other hand it was alsc noted that, as regards
the export side, the List of Practices covered neasures which had not so far been
notified under frticle XVI procedures.

26. One delegation suzzested that 211 notificeti ons should be made under the
procedures relating to the List; since the List coverage was wider than that of
srticle XVI, the reporting rena*rymvhtg under Article XVI would automatically be

fulfilled.

27. Jfter having considered the above points, there was a wide measure of support
for the suggestion that export subsidies and other practices included in the List
centained in the lmnex ve notified under the existing .rticie XVI procedures which
provided that this be done irrespective of whether in the visw of individunl
-contracting parties they were ﬁot*flahlc wnder [lriticle XVI.

28. Certain delegations sugzested that a standing committee should be established
to receive and oversee the notifications. Some dvlegazlong stated that it would
be necessary to reach an understanding on the objectives tc which the notification
and consultaulon procedure was dlrectﬂd before this question could usefully be

discus sea N

Consultation nrocedurecs

29.  Several delegations said that experience had proved that existing procedures
were inadugusate to mest the objectives of the consultations under discussion.

20. BSonme delegations considered that there wes & need for o permanent body which

would conduct consultotions. Such consultations would take p*ace at regular

intervels, for instance annually3 but provision would also e mode for holding

'adQlthu”l ‘consultations at short notice when reguired. ~In this connexion-these
delegations pointed to the proposzl annexed to document COu.;u/ll.

l"\ 1
See also parazraph 40.
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31. Several delegatlions supported the proposals set cut in the last three
puravraphs of the Draft Resolution contained in document . COi...G/W/41. These
provisions concerned adequate opportunity afforded by. each contracting party for
bilateral consultation rco..rdlnb represcntations made. by another contracting
party; consultations by the CONTRICTING PARTIZS, at the request of a -contracting
party, with any contracting party or parties iz respect of any matter for which it
had not been possible to find a satisfactory solution bilaverclly; and the
_establishment of a standing committce te ensurc the adequacy of the relevant
1nformatlon and to conduct any multilateral consultations rcferred to above.

32;: Some delegations considered that before examining the possibility of
establishing any new coasultative body or procsdures, it was necessary to determine
the objectives of the consultations and thot existing proccdures already” '
constituted an adequate framework for bilateral or multilateral consultation.

These delezations were of the opinion that the disorder cxisting to date under
existing notification procedures cxplained the difficulties exncountered din the
epplication of Article XVI and that it might be ppropr_uub to group the
notifications &t present made under u;_fure“t procedures under friticle XVI
procedurcs, ‘

Issues régarding Srticle XVI and othor rclevrat G TT provisiouns

33. Some delegetions said that the provisioans of Jrticle XVI were irnadequate and
that they should be reviewed. It wos pointed cut in this connexion that

4 : T
paragraph 5 of the .rticle itsclf provided for a resview of the cperation of the
firticle from time to time. One delegation said that chonges could be made either
by an amendment to the .rticle, or by means of interpretative notes or of a

2 J ¢ :

Declaration adepted by the CONTR.CTIHG P.RTILES.

34, Scne dcl*oqtlonu drew attention te the lack of balance in the Article and said
that this should be corrected, nreforably by bringing primary products under the
previsions of irticle XVI:4. If this was not DOSuIDlG the imbalance should be
reduced by strengthening the provisions of -irticle XVI:3.

25. One delegation pointed out that as lony ws primhry znd non-primary products
were treated differcntly under the frticle thore would be o~ problem at the border-
line. His delegation felt that many export subsidies did cet to decrease the
price of non-primary products. controry to the provisions of “Pululb XVI:4 in cases
‘where-1t-was-clained-that-it was-orly the primcry-product contont of “the exported
non=-primary product which was subsidized. His dele: vation sugiested that such
subsidios should not result in .export prices below prices on the domestic market.

36. Several suggestions were made rogarding quubr aph 2 of the rticle. Onc
suggestion was that the concept of ””A cqu¢tmo¢c share of world exp:rt trade"
shoulé be given greater precision. Oue Qe¢egnu;on suzzestud that it should be made
clear that this covered harmful offccts tc a particular contracting party in ¢
particular market even il world trade as a whole was develop.n, satisfactorily.
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One delegation pointed out that the "equitable share" criterion should not be

teken as authorizing a country to subsidize in order to gzin or mzintain a given

share of o market. One delegaticn felt that z country's wish to maintain its

share of & particular market was not justificd in cases where this share was
It was pointed out

reserved through measures cdopted by the importing country.
by another delegation that such action was sometimes taken zs en alternative to

action under irticle VI:6(b). Some delegations sug cestea that the idea of "a
previous representative period!” should be re-ethxned and given more precision.

One delegation questioned whether o country's historical share in trade should be
teken if othier countries were subsidizing exports. The criterion should not

freeze trade patterns. In addition there should be an obligation thet if subsidies
were used, they should not have hormful effects on the trade of countries which
aid not use export aids. This delegation also recommended the adoption of the
criterion that a subsidy should not result in the export sale of products at a
-price lower then that of countries which did nct grant subsidies.

37.° Some ¢ele;at;o“9 said that the present operation of the "equitable share
criterion in Article XVI had led to inequiteble results for developing countries,
as in some cases the grant of export subsidics were justified by developed
countries on the ground of decline in their share of world trade, even though
absolute levels of their exports had shown substantial increases. They therefore
emphasized that any revision of fArticle XVT would have to nave regard to

Article IXXVI, in particular to paragzreph 3 of that irticle.

28, Oze delegation suggested that the "harmful effects" referred to in
Irticle XVI:2 should be defined.

39. Some delezations suggested that the intent of Article XVI should be
complemented by meking mandatory the use by importing countries of countervailing
duties under Article VI when export subsidies had harmful effects on third
supplying - countries. They recalled that this idea had already been discussed a2t
the review sessions. OSome delegations further proposed that if a third supplying
country was harmed in this wey it should have the right to retaliate by with-
Crawing concessions of interest to the subsidizing country. Other delegations
pointed to the danger that this might lead to the withdrawal of concessions in
series. It was felt by scme delegations that the continusd use of cxport aids was
the grecter denger tc the Genernl Agrsement. They pointed out that in the event -
that exporte of o third supply;“; country were prejudiced, adjustments would
normally be expected to be achisved by the climination or rsduction of the export
alds, or failing that the grant of compensatory new concessions. Only if neither
~ofthese preferred sclutions proved feasible, would the CONTR..CTING RARTIMS be

expectﬂd to authorize the withdrawsl of concessions.

0. One delegation szid that Article XVI and auy Chan"‘a mnde in it should apply
to the practices listed in the dnnex. Thl° delegation asked whether possible
agreement to notify practices listed in the .nnex under the irticle XVI procedures
would also mean that these would fell under the consultation procedures laid down
in the .rticle 2nd asked in this comnexion what the implicatione were of the
reservation on the definition of subsidiess in terms of oblizations under

4drticle XVI.  fAnother delegation said that the reservation was a matter of

principle but that consultations could take place on the basis of the notifications.
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Annex

List of Practices

1. Direct subsidies to exporters.
2. Ixport restitutioms.

3. Double-pricing practlcvs, including hOme—market schenes, pooling arranbements
and squalizztion funds. :

.

4. ' De¢1clency pafnentg and cogparabxe producer price support arrangements when
they egpply to products which are exported

5 Currency retention schenss or any almllar practices which involve a bonus on

S.

exports or re-exports.

6. [Ihe remission or exemption, cslculated in relation to exportv, of direct
taxes or social welfare charges on commercial enterprlsesd/ :

or

ZTho remission or exemption, calculated in relation to exports, of taxes or
charges,
or =
/[Incentives being taxation measurss related to exports and not covered by
the first interpretative note to Article XVI./

/7. The exemption, in respect of exvorted goods, of charges or taxes, other than
charges 1n connexion with importatic . or indirect taxe. levied at one or several
steges on the same goods if sold for internal consumption; or the payment, in
respect of exported goods, of amounts excsading those effectively levied at ons
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 govermment intervention or of a centralized

merket scheme, prices are lower than prevailing world prices or, in the case of

multi~year contracts, than can reasonably be oxpected to prevail in international
markets Ffor the duration of tne contract.

of preniums

9. In respect of govermment export credit guarantees, the charging
costs

at rates which arc manifestly inadequate to cover the Jlong-term operating
and losseg of the credit insurance instituvions.

Note: Bracketed phrases in this jnnex indicate wording to which some delegations
felt it particulerly importaont that additional thought should be given
before the next meeting.
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3.

10. Sales on credit in which, as & result of government intervention or of a
centralized marketing scheme, the. interest. rate, period ol repayment (including

periods of grace) or other related terms do not conferm to the commercial rates,

periods or terms preveiling in tie world naraet and where the period of repayment
ie up to three years.t

11l. The Zovernment bearing all or art of tra osts incurred by exporters in
obtaining credit. : ~ '

12. uales in which the funds for the purchase of commodities are obtained under

= loan from the govermment of the exoporting country tied to the purchase of those

commodities and in which the period of repayment is up to three years.
13. Covernment-soonsored barter transactions:
(a) involving price concessions

.

() not involving price concessions.
14. S2les for non-convertible currency:

(a) dinvolving price concessians;

{b) not involving price concessions.
kS = M

1o, ]
Thiz would include commercizl and quasi-commercial transactions.
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ANNEX IT
WORKING GROUP 2 - MEASGRES-WHICH AFFECT IMPOPTS

o 1
Report on Meeting of 15 to 19 June 1970

1. The Agriculture Committee has directed Working Group 2, dealing with measures:
which affect imports; to séek mutually acceptable solutions to the principal problems
affecting international trade in agricultural products, and for this purpose ©o
complete such further identification of these problems as is necessary (L/3320,
paragraph 5). It was understood that this work would be essentially of'an
exploratory nature and that the definition of a range of possible solutions did not
imply & commitment to conform to any of these soiutions (L/3320, paragraph €). In
the Conclusions adopted at their last session the CONTRACTING PARTIES further
directed that conclusions be formulated on possibilities for congrete action that
might appropriately be taken to deal with the problems that arise and that this task

should be completed during 1970 (L/3366, paragraph 4).

2. The Working Group met from 15 to 19 June 1970 under the chairmanship of

Mr. H. von Verschuer (Commission of the Buropean Communities). This report sets out
the proposals or suggestions as to how the principal problems might be dealt with and
the main points raised in the discussion. It is emphasized that the discussion at the
first meeting was not exhaustive, that in many cases the views recorced were only
tentative and that delegations would have full latitude to supplement and clarify
them when the report was discussed by the Agriculture Committee at its July meeting.

Documentation

3. The Working Group noted four documents which had recently been distributed.
COM.AG/W/57 and Add.l summarizes the quantitative restrictions in force in seventcen
countries and points made on these restrictions in the Joint Working Group. The
Working Group couducted a first reading .f COM.AG/W/54 whicia sets out notifications,
made in response to COM.AG/14, paragraph 8(a), of quantitative restrictions spplieua
by other countries. This document will be revised in the light of the discussion
which took place: details are contained in Spec(70)71. COM.AG/W/47 liste those
positions in the first twenty-four chapters of the Brussels Nomenclature subject to
varieble levies and other special charges in countries or groups of countries which
are members of the Agriculture Committee. COM.AG/W/58 indicates that tariff study
data are available for eleven countries or groups of countries and gives details of
the data. It was agreed that each country or group of countries should check the
data relating to its own tariff. Members of the Working Group reserved the right to
make corrections to, or comments on the documents which had been put before them and
to make further notifications of non-tariff barriers on products in Chapters 1 to 24
of the Brussels Nomenclature.

l?reviously issued as COM.AG/W/60, of 24 June 1970.



4. It was noted that the secretariat wes. in a position to circulate a summary of
tariff information for cach. four-figure Brussels Nomenclature heading of the same
type that was belng preparad ir the industrial sector. Some delegations were of
the opinicn that, in the’ agrlcultaraL sector, a summary of tariff data alone would
present a nisleading picture. After some discussion the Working Group agreed that
the secrstariat should prep“re a document for submission to the fgriculture
Committee. This document would sunmsrize, for each four-figure:Brussels
Nomenclature heading, information on (a) tariffs, (b) quantitative restrictions
including centralized tr“d¢rg, and (c) veriabls levies and other special charges.
In the case of (z) and (c) above the information would be in the form of

ad valorem incidences. In the cese of (b) above the document would indicats the
type of restriction in question. This swimary would thus be in the form of a table
with three colummns under each country. In an introductory notc there should be
laid out the problem of comparability of the three columns and the problem of the
connexion of data appearing in the three columns and the effects of measures thus
classified. These would be found in following three annexes: :

Ammex 1 on tariffs would consist of the detailed listings described in
COM. AG/W/58, after varification

Annex 2 on quantltntlve restrlct“ons would consigt of GOH.AG/W/SA, as revleed
in the light of the discussion of this document in the ﬂorklng Group, and

COM. £G/% ’/ 57/1dd. 1.

Ammex 3 on varlable levies and other special chargss would include a summary
description of measures applied and list:

(a) each tariff line on which variable levies and other special chargcs as
listed in CC:H. AC/J/A?, subject to any Lodlfncatlons that way be agreed;

{b) the ad valorem incidence of these levies and charges in 1968 or 1968/69;
anﬂ

(¢) value of imports under each tariff line referred to in (a ) above, by
origin.

5. Some delegations suggested that further countries should be added to the tariff
study. It was noted that the addition of other countrics depended on a number of
factors, including cost. It was agreed that members of the Lgriculture Committee
*pplylng varleble levies ancd other special charges should supply the secretariat;

7-31 October-1970; with the informztion required tc complete this nart of the
document

6. It was further agreed that information on varisble levies znd other special
charges in 1969 or 1969/70 and the latest information on quantl tative restrictions
should be supplied to the secretariat by 30 September 1971 to allow it to keep thec
docunent up to date.
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The search for mutually acceptable solutions

7.  Several delegations recalled the.importance which shey attached to the
re-establishment of a trué world market in sectors where markets are at present
compartmentalized and isolated from one another and of re-establishing a true

world market price that could be used as a gulde for the economic allocation of
resources. These delegations stressed the harmful effects of import measures such
as variable levies, minimum import prices and quantitative restrictions including
centralized trading, which insulated individuel domestic msrkets from the werld
merket and added slements of risk and uncertainty to international trade. In their
view, variable levies are more restrictive than quantitative restrictions. Some
delegations said that the aim should be the removal of all quantitative
restrictions, variable levies and related restrictive measures and reliance on
fixed tariffs at non-prohibitive levels which would link domestic markets to-the
world market in a predicteble way and lead to an incresse in trade %c the benefit-
of all. These delegations would be willing to discuss the removal or relaxation

of their own quantitative restrictions, even when permitted under Article XI, if
other delegations were prepared to discuss their’ quantitative restrictions and
variable levies; in this way these measures could be replaced by tariffs. These
delegations said that such changes in import measures would require changes in
agricultural policies and that income support measures which were more producticn
neutral, especially by product, should replace measures which maintained domestic
prices above world levels although exactly which measures were adopted would be
left to the countries themselves. A global approach would be desirable and the
work of the other Groups was clearly relevant since if subsidized exports ceased

it would be easier for countries to modify their import measures and if some
countries granted incentives to the production of gocds already in surplus it would
be more difficult for other countries to liberalize their import measures. '

8. Several delegations expressed the view that, while this set of proposals had
the advantage of simplicity it might be extremely difficult to put into practice.
Some delegaticns were of the opinion ‘aat it was hardly realistic to expect
countries to change their wholc system. Othar delegations said that they accepted
the proposal ac an objective but that consideration should also be given *to
solutions which could provide a substantial amelioration of the situation. Soms
delegations said that classes of measures, such as variable levies and minirmm
import prices, could not be condemned as such. IMany measures were in force es a
result of the existing disequilibria in world trade and whether, for instance, a
minimum import price was more harmful than a fixed tariff depended on the level at
which the minimum price was set and the weight of the teriff. Some delegations
said that variable levies did not give rise to uncertainty, since internal prices
cheracteristically remmined fixed for considerable periods and exporters were awvare
of trends in world prices. These delegations also were of the view that it would
be inequitable to negotia’c off quantitative restrictions in one country against
levies in another since the levy was, in principle, the sole instrument of
protection and quantitative restrictions were not. Moreover, it waes not satis-
factory to negotiate the remeval of individusl measures since the benefit of this
might be modified by the adoption of other measures.
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9.  Some delegations seid thet they were not prepared to negotiate on, or pay
for, ths removal of illegal quantitative restrictions or the discriminatory
element in otherwise legal restrictions. They pressed for the unilateral
eliminaticn of such resirictions or their legalization where possible through
existing GATT provisions. On the othsr hand, these de*eganlonu pr0posed that the
elimination of varizblc levies and quantitative restrictions vhich are legal
should be subject to negotiations. In the interim, criteria should be adopted
for the non-digcriminatory administraticn of any remaining restrictions. For
instance gquantitative restrictions for which siigat justification existed should
be eliminated and guoias should be copened which would permit imperts. which were
at present orohibitzd and an annual increase in quotas provided in order to permit
imports tc share in the growth of the merket.

10. 3ome delegstions pointed out however that there was a grey area of restrictions
which were legalizad either by historical accident under the protocol of provisional
application and sizilar protocols or by waivers. Some delegations said that in
their view if a solution wers to be reached it Uould be necessary to adopt a
pragmatic approach and that all contracting parties concerned should make efforts

to relax and eliminate quentitativs restrictions whether legal or illegal and

should submit a list of items which could be liberalized. Ifforts should be made

to increase other remaining guotas and solutlions to.these remaining quantitative
restrlctvong should be found tﬂrOLEh oonsu;t tion in the GATT. Other delegations
said that they were not willing to take action on quantitative restrictions which
they meintained in confcrmity with the GATT outside, the context of a broad

negotigtion which alsc dealt with varizble leviss.

|5

1l. One dclegation pointed out that some quantitative restrictions were permltted
under frticle LI and sugzested that, since guantitative restrictions had beconme

a part of the agricultural policiee of many contracting parties, Article XI be
broadened to legalize some of these restrictions while submitting them to
additional diSCipllnbb z2nd periodic revisw in the GATT, with vthe view to moving
towards a more rational trade in cgricultural products. Several delpgatlons said
that they could not support this suggestion.

12. cowe delegations szid that tariffs, varieble levies znd legel quantitetive
restrictions should be the subject of negotiabtion. However, the ncgotlatlons on
agricultural products could not in gzneral restrict themselves to measures

applied 2t the frontier. On the other hand, there wers « nuwaber of products

vhich, while happening to fall into Chapterz 1 to 24 of the Brussels Nomenclature,
were clossr to indusurial productsz. - In-the cuse of these producis, the tariff was
8till a key protective measure whicn could be negotiated scpsrately. Processed
foodstuffs were on excmple. These delegzations suggested that the proposal for the
phasing out of 1Wuort res strictions on industrial products runrodaced in the report
of Working Group 4 01 the Committes on Trade in Industrial Product._(qpec(70)65,

paragraph 10) might also zpply to those productas.



L/3472
Page 27

13. In its search for possible solutions the Group recognized the need to give
special attention to measures of particular importance to developing countries.
In this connexion scme countries suggusted that in the efforts which were being
made to reach agreement on the basis for general negotiations in the agricultural
sector, priority attention to the problems of developing countries could be given.
by identifying sectors of special interest to these countries, in which action
could be taken by CONTRACTING PARTIES on an immediate basis. -The Agriculture
Committee had recognized that vegetable cils and oilseeds was one such sector

(see paragraphs 20-26' be elow). In the view of some delegations, another such
sector would be that of processed foodstuffs, which is frequently one of the first
industries toc be established in developing countries.

14. Some delegations suggested that the problems of agrlcuioural trade should be
identified and possible solutions should be sought to particular problems. A4
distinction should be drawn between the problems which might be resolved by an
cppropriate management of existing measures and the more far-reaching problems

the solution of which required modificetions of agricultural policies. In the
first area there would be room for z whole series of adjustments which could
improve trade in agricultural products: in the case of qaantltktlve restrictions,
for instance, the methods of administering them might be made more flexible; in
the case of levies, exporters might co-ordinate their exports by exercising in
this manner an influence on world prices so thet the amount of the levies imposed
by the importing countries could be influenced. Solutions in the second area
presupposed very comprenensive negoviztions. Oountries should be left free in
principle to apply whatever instruments they deemed epproprizte to their own
policies. The negotiation would essentially becr on the final results which it is
desired to obtain. The undertakings would bear upon certain common date to be
‘determined. One useful concept might be the self-sufficisncy ratio. This does
not exclude that more precise commitments concerning certcin specific instruments
might also be taken case by case.

15. Other delegations agreed that an esppropricte manageaent of existing import
measures could lead to an improvement in trade. They felt however that such
improvement would be limited by the limited scope of zdministrative action possible
under the oxisting legisletion of various countries. In any case,in the view of
these delegations, action in this crea, while no doubt useful and cepable of being
pursued seperately did not correspond to the more far-reaching aims set for the
present group becausc it would not solve the fundamental problems of egricultural

traae.

16. These delegations stated that it must be accepted thet the type of solution
sought would load to some modifications in agricultural policies. While recognizing
that levies were part of an overall policy, they pointed out that elimination or
reduction of other berriers, such oo quantitative restrictions, would also lead

to policy chunges, and that levies, quantitetive restrictions ond tariffs all
represcnted barriers to trade and thus needed to be dealt with.
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17. The Group addressed itself to the second part of the suggestion put forward
by some delegations (sce peragreph 14). In'reply to questions these delegations
seid that they had not ré-examined the epplicability of the montant de soutien
approach. The concept of 2 global upDrOQOh underlying thub proposal nevertheless
remained ‘vzlid. Such on approach remainéd necessary in order to ensure that ’
solutions based on commitments on different elements by different countries were
mutually sguiteble- and led to the desired resvlis. "It would bs necessary to
determine suitable yardsticks to measure the resuits of aCulor taken by countries
under commitments on particular elements.. :

18. Some delegations expressed doubts &s to the utility of the concept of the
self-sufficiency ratio. OGuch an cpproach would nct encouraze efficient resource
utilization either within domestic morkets or internationcily.  is & yerdstick
it would have to be applied on a commodity or commodity secter busis and might
not be applicable to all commodities, and would have to be accompanied by more
precise commitments. The commitments should be such as to zllow their effects
to be assessed in the courss of their appllclilonland not only after a certqln
period of time. These delegations expressed the wish tihat the proposers of this
approach develcop their nroposll laruhcr, in order ‘to make it more specific, in
particular as regards ithe type of action to be teken in respect of sach type of
barrier, and in order to allOW its lmplngulOﬂS to be examined in detall

19. Summlng up this part of the discussicn, the Cheirman said tqat in his opinlon,
fundamentally, there were two poe51ole appr0acnes. One consisted in meking =
commitments to zllow imports to enter the market in- coApetltlon with domestic
production; to the outent that agricultural support was thus affected, recourse
must be had to measures that did not adversely affect imports. The other consisted
in ‘making commitments that would result in the maintenance of domestic production
at a level which left room for imports to meet the remaining demend or to share

in the growth of demend. Both approaches would entail an impact on current
agricultural policies and would of ne ,~351ty lead to their re-orientation. Both
involved politicel decisions of a far-reaching nature. In the meantime some
limited 1nprovement in trading conditions might bc achieved by improving the
administration of existing frontier measures; this was a question that might
merit further consideration.

etable oils and oils

The particular problsm of vs ceds

20. The Group reveri~” to the proposels by Nigerie (COM.. C/lu and -Corr.1)-and -
Ceylon (COM.AG/19) ior “the reduction and elimination of uaIlIl and non—tarlff
barriers to troplcal UllSJedS and vegetable oils.

21. ' The rbpresenbaﬁivcuof Nigeria and Ceylon, supported by other exporters of
these products, expresced the hope that the Group might. gug005u lines of action
to ease the problems faced by dov:loping countries in this conmexion, but which
would not prejudice peossible future cction in ¢ broader coutert. They stressed
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thet particular attention should be given to differential tarlff duties.,” They
felt that it was possible to give separate treatment to tropical oils and oilseeds,
and in this context referred to the Iiternational Olive 0il Agreement and to
suggestions made at the sp301al Session of the F40 Study Group on fats and oils

in January 1970 rugardlng the p0531b111t1es of -a buffer stock scheme for laurlc

01ls.”f

22. The representatives of the countries to which the proposition was addressed
stated their positions. One delegation recalled that their country had already
ennounced thnat restrictions on several of the.products under discussion were to be
removed by the end of 1971. This delegaticn added that no additional action on
teriffz was expected for the foreseeable future due to the adverse effects that
this would have for domestic producers and, because of substitution effects, for
certain outside suppliers. They referred to the increased imports of their
country and indicated their readiness to consider mutuallj acceptable solutions

in this {field.

23, Another delegation indicated that they were unable to tzke any action at
present, and pointed out that their quantitative restrictions on groundnuts were
connected with a support programme which involved domestic production controls.
Another delegation szid that oilseed production in their country was motivated by
sccurity grounds and the need to rotate crops, and pointed out that its se¢ﬂ~
sufficiency ratio was relatively low, there being no quentitative restricticns..
An internal levy was applied without discrimination to domestic and imported
products and its reduction would not affect the level of imports. He recalled
that his country's generzl support for internationel commodity arrangements also
applied to fats and oils but said that any arrongements should cover the whole
sector, in view of the interrelationships between the different products. Another
delegation noted that protection in his country was alrsady at a moderate level.
Unilateral elimination of the protection could therefore not be envisaged, but
could be comsidered as part of multiloteral action. .Ancther delegation said that
it could not yet pronounce on the request addressed to it for the relaxation of
neasures at the frontier, which consisted only of tariffs, as it had not received

- instructions.

24. One delegation recalled the suggestion that countries might subscribe to a
standstill which had been made at a previous meeting (L/3320, paragraph 15) and
proposed the text of such a StandSuill (enncxed). Some delegcoticns stated that,
although in principle in favour of the standstill if it were to bhe accepted by
.major trading countries, the fact that their countries wers. to.engage-in certain-
negotiations meant that they would haove to reserve their position with regard to
its durction. JAnother delegation indicated that legal rcasonc prevented it from
formally accepting the text but thet its govermment could declare its intention
not to change its present system of policy in this fisld.

25. It was agreed that it would be desirable to examine further the question of
the standstill with a view to seeinp if cgrecment could be reached on the text of
a stendstill or a series of declarations of intent which went in that direction.
It was understood that the adoption of the standstill would not exclude the
examinction of posgibilities for further action.
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26. The representatives of developing exporting countriecs said that the discussion
reflected the awaremess of other: de;egatlons of the problems of developing countries
in this sector, and cxpressed their appreciation of the willingness on the part

of certain developed countries to consider possibilities for llberallzatlon if
other consuming. developed countries were prepared to take similar action. They
hoped that this willingness on the part of these countries indicated that it was
possible to treat problems of tropical oil and cilseeds separately. They
expressed the hope that if other consuming countriss considered taking similar
action, contracting parties could move towerds a solution of problems facing
developing countries in the sector. '
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Ammex

DRAFT STANDSTILL PRDVISiONS O OILSEEDS AND OILS

Prondsal by s Delegatlon

Whereas trade liberalization offers substential potential for »xpansion of
consumption and trade in oilseeds and ﬁroductg, with conso~uunt benefits to
producing and conguming countrles, contracting parties her eb\ ‘declare that.as a
prcllmlnary step to this goal théy shall, to thb fullest cxuent pessible. - that

except when nomnrlllng reasons, whlch may 1nclude legal. reasons, make it
1nposs1ble - refrain from intrdducing or incresicing the *r01dence cf, customs
duties. ot non~tari iff burrlers on, such products..
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ANNEX TII

WOR.KING GROUP § - MEASURES WHICH AFFECT P'RODUCTIOH: v
emrt on Meeting of 4 to 8 _I@ 19701

1. . The Agriculture Committee has directed Working Group 3, dealing with measures
which affect production, to ‘seek mutually acceptable solutions to the principal
problems affecting international trads in agricultural products »-and for this purpose
to complete such further identification of these problems as is necessary :
(L/3320 , peragraph 5). It was understood that this work would be essentially of an
exploratory nature and that the definition of a range of possible solutions did not.
imply a commitment to conform to any of these solutions (1/3320, paragraph 6). In’
the Conclusions adopted at their last session the CONTRACTING PARTIES further
directed that conclusions be formulated on possibilities for concrete action that
might appropriately be taken to deal with the problems that arise and that this task
should be completed during 1970 (1L/3366, paragraph 4). ,

2. Ths Working Group met from 4 to & May 1970 under the chairmansh:.p of

Mr. K.W. Wilkes (United Kingdom). This report sets out the proposals or suggestlons
as to how the prmc:.pal problems might be dealt with and the main points raised in
the discussion. It is emphasized that the discussion at the first meeting was' not
exhaustive, that in many cases the views recorded were only tentative and that
‘delegations would have full latitude to supplement and clarify them when the report
- was discussed by the Agriculture Committes at its July meeting. ,

3. .Several delegations noted that while a world market operated in a reasonably
satisfactory way for a number of commodities, in some cases there was only a
residual market cof last resort where the prices have little or no relationship with
prices at which the great bulk of world production was sold. These delegations
- suggested the importance of re-establishing a true world market in sectors where
markets ere at present compartmentalized and isolated from one another and of re~
establishing a true world market price which could be used as a guide for the
economic allocation of resources. Some delegations said that the aim should be -
domestic prices which were at or near the true world market price. It would produce
a more rational use of Msources and would prevent the building up of surpluses by
providing an automatic market clearing mechanism. In answer to questions thess
_delegations said that this wes elearly a long-term 2im which might be reached in
stages, but that it was important to reach agreement on the direction to be followed.
These delegations said that in selecting measures to be taken to supplement farm
incomes there was need to placc less emphasis on domestic prices. These domestic
prices should directly reflect world market prices and measures to support domestic
producer income should not unduly interferec with the free rdle of price in trade.

J?:?oviously' issued as CQMLA4G/W/56, of 15 iay 1970.
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4. Thec delegotions of sore: countrics etresscd that cgricultural policy was onc
clement -in the overall sconomic policy acnd that t.uas necessarily part of the
generel -incomes pelicy. - They noted uhat in fact countrics often found it
politically difficudt to allow tho world market price to prevail on their domestic
markcte. Thoy rointed out that the free formation of prices wowld call for the
elinination of zl1l import barriers, n11 cxpert cids, as weil zs production
support of oll kinds. They noted, in this rcgard, thet Food idd was an importent
element to be taksn into COQSLQerth“ in view of the sifeets it could have on
producsrs’ incomcs. Some other d“lb@uul@ﬁs considered that Food iid did not
‘necessarily constitutc an element of production support. : .

5. Some delegations said thot if domestic prices wors held abeve hc wo”la
market price, other things being cqual prodactlod would trnd to incresse;. demand
te decrease snd surpluscs te arise. In the opinion of these delugaticns

agricultural surpluses produccd by this sequence were the grestest problem in
world trade today and affectad in particular grains, deiry products and products
produced from grains. Whatever measurcs wore taken by a country sheuwld not heve
the effect of cxpeorting its domestic prebloms. Some dslegations said that care
should be exercisod in the use of the concept of surpluscs since some countrics
might find thems s-with o surplus bocause action had been teken by othsrs
h

80
\L,l <
which reduccd the

cmount which they thamselvss could export.  Seme delegztions
sald that the surplus proolcm should not be vicwed norrowly and that countries
which reduced import opportunities by artificiclly stimulating relatively high
cost production also contributed to the problem. Other delegations said that
there might be differcpces of opinion as to what congtituted high cost production
ancd that this should be judged in the context of ths overall sconomy. Some
delegations pointed cut tq 2t experiunce hod shown that domestic prices could be
held above world price levels without nccessarily bri nging about an increass in
production, and that price lovels should not be considered in isolation since they
were. linked to a wids roange of other factorws, in porticwlar, the cost of
production level, as well as the gencral level of prices and wages in the
econony. . ; .

D‘J

6. Somc dblcg tions reiterated that domustlc prices cbeve the world lsvel
weuld prodacu surpluses unlesc measures were taken to rsgulate either supply on
the one hend, or demend on the other. Some dolegations outlinazd the cxpcriencc
of their countries in controlling produotlon, for instance, by nzking payments
for tsking land out of production. inother delegation pointed out that marketing
quotas could be used to achieve a similar effect. The question was raised of
the extent to which mothods based purely on prics could control production.
Some’ delegatcs ncted that the price policy remains an essential’ instrument, in
splts of the faet that under certain circumstances it may be necessary to make
s

uss of other nmeusures.

2}

7. Some delegations said thet references to the limitation of production in
some countries related wspecially to coreals. Their ovn authorities had taken
action on other products. The measurcs sach country or groups of countries took
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resulted from their own situation. Moreover, the limitetion of production was

only one factor to be taken into consideration.  This and other factors should
s exarined .o sce if there was a co..mon denominator which could.form the basis

of an acceptable agrecsment wirich was sguiitable for ell parties. :

8. Special mention was made by some Gelegations of measures for structural
improvement, notably measures aiming at facilitsoting retirement and transfer. of
labour from asriculiure to other occupatlons. :

e

g. The Working Group noted that it was also possibles to bring supply and demand
more into linc by sction cn ths demand side and noted some measures vhich had
been taken to this ond. It was the opiniocn of some delegaticns, howevcr, that
this was not an eppropriate tims to pursus this guestion.

10. Some delegaticns saild that measures adopted to supplement foarm income should
be production nuutru_, they should not artificizlly induce production of farm
commodities ns & whole nor of one commodity rather than others. Care should also
be taken thot shifts out of production of one commodity to another had regard to
the economic use of resources. Some delegzations censidered that care should also
be exsreiszd te ensure that support, whether production oriented, or production
neutral, should not inhibit the movement of resources out of ﬂcrlculture whan
such movenment iz economic,

11. Scme delegations suggested that a catalogue be drawn up of income
supplencnts to produccrs in deccending order of production neutrality and that a
line be drawn between supplements thot might be regarded as production incentives
and those that might be regerded as production nsutral. Thers was a wide measure
of agreement that very few measures were likely tc be completsly production
neutral. It was zlsc noted that therc was unlikely to be full agreement on the
effects of some msasures.

12. Maeny de_ocgations emphasized tha' all countrics, bcth importers and exporters,
should sharc in any adjustment proceuss required to bring world supply and demend
into balancc. Under certein circumstaonces particularly if a country is not a
producsr of ths commodity concerned, the scope for importer participation in the
adjustment process may be limited. The representative of one major importing
country described the actior token to deal with the problem of a surplus of rice
in his country, 28 an example of not exporting its domestic problems. Other
delcgetions noted that in this case rice had not been dumpcd on the intcrnational
commercial market, ncr had the imports of other cereals been adversely affected.
These delegations fult that ths action taken was broadly in linc with tho
principles which thoy hod been suggesting., In this connexdion, however, somc
delegotions expresscd rcunrvatln”' about the dirsction preoduction policies had
taken in ceriain other major import merkets. Representatives of these countrics
said, inter alia, that 1 Locrt measures had been adopted to stabilize the morket
and to prevent tho impert of sgriculturcl commoditiss at abnormally low prices.



13. Thers did, however, arise from tie Jdiscussicn o conscnsus that there was

need for incr ased international co- operation and r degree of co=-
ordinaticn cf action vhere mphrﬂﬁr ate cvpec1al“y,in”¢as s where urgent problens
existed. Some delegeiticns pointed cut that it was the job of the Working Grecup

"
o suggest ths specific form that such internaticnal co-cperation might téke.

c+ m
a G

1. Several dels; the view that cermodity QrV.nsepento rnight in
certain. cases pr rov ; cte solution to some of the probiems facing
srlculturh trade e nt&a sut hewsver that ex'sting cormodity agreemcnts
tendad to corc’ntra te on the prics element and did not as a rule bear directly
on agriculturzl peiiciesg; . in order to bz sffective such agr¥:“GDUQ sheuld
contedin pr‘vlSILT smestic preduction pelicles anda on adjustment of supply.
Some deleguticns saw ir disadvantages in attempts to contrel the werld

3 certa
market and said that some of the other suggesticns put forward right be more
fruitful. Representatives of uOﬁb”dr cloang countrics said thet their madin
interest lay in tropical producte which werc very important for their trace and
develepment. In thulr view the mest feosibls way of dealing with producticn
problems in this srea wes through internaticnal commedity agreements. In this
connexion they pointed cut thet they did ndt possess the resources to subsidizc

their producticon or sxports.

15. Mcreover, the represcntatives of these developing countries pointed out
that in meny instances their prcducers received prices that were below werld
levels end that did not represent an inecentive to preduction.

i
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16. Several delegaticns said 4 the morgin of suppoLu approach put forwdrd during
clegations, while

the Kennedy Rcund merited furthor consideration. Sume deleg

agreeing with this. reezllied that the freoz&n' of existing = ﬁ;ort mergins as
suggested in the Lenncuﬁ Found croated o d sparity problen in that it would
permit countrics with high lsvels of support wov maintain them while withholding
from countries with low 7~v91g of support the rosgitility of increasing them.
Representatives of develcping countries pointed out that generally they were nct
in a pesitiun to offer support te agricuitural production and that they should

n

therefore not be requircd 4o ccufurm tc the mircipln of the freezi g of the
margin of support that had bu vaferred 4o dLrth the Greup's discussicns.

17. Severul nmembsrs veferrsd to the concept of the selfesufficiency ratic. The
question was r+issd vhether the sso f"onf’C¢uPCV ratic was merely a measuring
-device or whethor it 2ould aisc u rolicy tool and an element
Ak
IS

se:u¢7v 88YVI a8 o

of negctiaztion. The gquestion was also raiscd that it might be u*”ful to toke
into considsration the percentage of ~'Dulatlcw engaged in ggriculiurce o2s well

28 the general rlls of - gr;ca¢t'“~ufn,a given country's ceonoty. - SOME
members considersd that the ratic LOSGLIGClthu cffects of ‘o country's agricultural
policies and werranted o further exeminstion as a possible slement of

Tey e

negetiation.  Other mendsrs faoltb uhau the ratio tsken in isclation was not
useful concept «s5 it did not take zccount of factors such as relative coste of
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production and efficient resource allocation. The point was made by some
delegations that the level of the srlf-sufficiency ratio should not be used as
a2 criterion to give a country with = ratio below 100 per cent the freedom to
pursue policies in disregard of international considerations. In general, the
concept should be used with all due care and prudence. '

18. Some delegations considered that it would be useful to pursue further a
suggestion for a combination of the concepts cf the margin of support wnd the
self-sufficiency ratio. It had besen suggested that it would be useful to have
comparable figures for supports zranted to agriculture (throuch domestic suppert,
restraints on imports and subsidies benefiting their exports) and their effects
on trade when considering the relative efficiency of experting and importing
countries and the adjustments which they might make. u ratio of self=-sufficiency
of over 100 per cent did not give a country an absclute right to export, ncr did
a ratic of less than 100 per cent give a country an absolute right to increase
production up te or beyond full self-sufficiency. Some delegations, however,
expressed reservaticns about a combined maergin-of=-support/self-sufficiency ratio
approach because it implied that sbsclute advantage, rather than ccmparative
advantage, would be used to determine the adjustments to be made.

19. Some delegations said that egricultural peolicies varied from country to
country, in perticular because conditions of producticn differed among countries
because of differences in ratural endowments or structural patterns. Any
solutions that might be applied to the problems must take these varicus factors
into account and might therefore also differ country by country and product

by preoduct. These delsgaticns alsc stresssd political, social and security
considerations underlying their agricultural policies. In this context, the
point was raised thet demcgraphic considerations might limit the use of what had
been referred to as production neutral measures. Many delegations expressed “he
view that there are general principles which shculd be applied to the solutien
of trade prchlems arising from agricultural productior policies.

20. The Grcup noted that a certein number of suggestions had been made by
different delegations which among others could be considered in the further
work directed tcwards finding nutuaily acceptable scluticns, taking into account
the views expressed during the course of the Group's work. These suggestions are

gnnexed to this report.
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T ceticns vhere appreopricte; pericdic consultat
rovicw of varisug matters MIIQCulnt internsticnal trade in 3r uluurgl
products wmight be appropriate in-this respect.
There was need for accéptance of thu asic princ ciple of internaticnal price
mechanism as 2 market cloaring instrument.

sider neccessary
in order tc insurc
that such measures arc production neutral.
Experting countries, and major exporting countries in particular had a

ri

cormen and equiteble responsibility for tis lovel of supplies and their
nt. Countries which are bﬂth importers and produc
c nsib

managens ers of a product,
in particular dsveloped countries, alsc had some rbs pility in this

respect, '

There vas need for govermments te have rogard to economic relationsh hips
ctween different products or sectors.

Appropriats sclutions in certain ceses might be approached through commodity
arrangements and these arrangements might well contain provisions on
domestic production pelicics and on oddastmvpt sf supply, as was hardly th
case in certain existing arrangements

The margin of support zpgrooch, pessibly supplemented by provisicns on self~
sufficiency rotios, merit further considerction
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ANNEL TV

WORKING GRCUP 4 - OWHER RELEVANT MEASURES

Report on Meeting of 22 to 26 June 1970°

1. The igriculturs Commitiee has directed Working Group 4, dealing with health

and sanitary regulations, marketing standards, packing and labelling regulctions,
customs and administrative procedurss, miscellaneous cherges and taxes and prior
deposits, to seek mutuslly accepteble soluticns to the principsl problems aflecting
international trade in agricultural products, and for this purpose to complete such
further ideatification »f thsse problems as is necessary (L/3320, paragraph 5). It
was understood that this work would be essentially of an exploratory nature and that
the definition of a range of possible solutions did not imply 2 commitment to conform
to any of these solutions (1/3320, paragraph %), In the Conclusions adopted at’
their last session the CONTRACTING PARTIES further directed that conclusions be
formulated on possibilities for concrete action that might appropriately be taken to
deal with the problems thet arise and that this task should be completed during

1970 (L/33656, paragrach 4).

2. The Working Group met from 22 to 26 June 1970 under the chairmanship of

Mr. B,F, Meere (austreliz), This report sects out the proposals or suggestions as to
how the principal problems might be dealt with and the mein points raised in the
discussion. It is emphasized that the discussion at the first meeiing was not
exhaustive, that in mzny cascs the views recorded were only tentative and that
delegations would have full.latitude to supplement them both within the Agriculture
Committes ana in other mestings of working groups.

3. The VWorking Group conducted s first reading of COM..aG/W/49 and Add.l reproducing
relevant non-tariff barrier notifications either made in response to the requssv
contained in COM.iG/14, paragraph 8(d), or transfsrred from the Committee on Trade in
Industrial Products. The points mede in the examination of the individual notifica-
tions will be reflected in =z revision of the document, A& delegation considered that
data for each item in the document should include: (2) a reasonably full discussion
of the measure; {(b) authority and justification supplied by the country maintaining
the measure; and (c) comments by notifying countriss. :

o Some delsgations pointed out that the practices followed by delegaticns in
nmeking notifications had varied and this had led to an imbslance in the present
information, They said that their authorities might therefore wish to notify all
relsvant measures applied by other countriss. It was recognized that thisz would
‘create an snormous amount of work., Somc cdelegations were of the opinien that this work

Chese

would be largely unnecessary since the fzet that health and sanitary requirements

lPreviously iszued as COMJAG/W/62, of 1 July 1970



in particuler existed for mest agriculitural products in nmost countriss coald be

stated in a goneral noto. Souc dolegations uuld that mcasures should only
urbqn The Working Group nvtcd

notified when they constituted a rosl berrier to de.
thﬂt contracting Farties rescrved the right to na farthcr notifications relating

¢ agricultural preducts whether or not thesc foll ntc theo blTnt secuura ¢n
whlch the work of the sgriculture Cormitiec hod conCVntraL od initially an agrecd

Uhut such notifications should be made by 31 October 197C.

5., Sanc delegebione reesllcd that Working Group 2 had agrecd that the secretarict
should prepars a docwicat for su uJSlen to the isgriculture Comnittee which would
swnarize inforration on a fa, (b) quantitative restrictions including
celtrcliqed trading, on’ 11 levics and other speeial charges (COz.uu/h/éo

paragranph 4). Th bSc dolens icns atoted that in order ©o ~ive the Lgricultu
C_dmlttub a general ond ohjcetive pileturs of import neasures it would be neccssa
to complete the decunent by the eddition of o fourth column which would indicate
those four-figurs Brussels Nomenclature headings in respect of which notifica :ticns
had been mecde of heslth and sanitary regulations (and of the othor notifications
before the Group if this wses the wish © of other deleyetions) ond refer the reader
to these notifications. Some dslegations were of the view thot the sddition of
fourth column 2s described weuld be misleading since these reguloticns are not
import restrlct;q 8 in the some way os be Tlffo, quantitative restrictions and
variablc levies of these delegaticons added thet their offects cculd only be
assessed on a bi~ te 1 basis. Other delerations were of the opinion thot in any
case, the c¢ffects of these regulations on internstional trade would have to be
taken invo considsr‘t¢un in the framewerk of the igriculture Committes. It was
agreed thet this matter should bte referred to the fzriculture Comittee for
consideraticn ot its next neetir
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6. There was general recognition of the fact thet differcnces in notional
practices, each of which noy be perfectly justifiablc in itself, can cause
difficulties for trade. OSome delegotions hoving duly noted the werk being done in
other internctional bodies, such z2s FuO, the FnO/WHO Codex Llimcntarius CO‘?loSlon,
=g

OECD ond ECE, and having Lnk-n inte ggcuunt that these bodics were well
to deel w1th problems of o technical nature, considercd thet the funetion

aen

GATT would bes

uipped
>fF the

the restrictive trade effcets
n e

(n) to bBring to the atitontion of theso bodics
i ]

of such problems in order te assist then in developing interrnatio
standurds;  ond '

(b) to establish ;encrel guidelincs rogerding the tre
the application of cxisting stondords and regulations.

7.  Severel pose

quidelines were sugs n.
chor"l nﬂthd thﬂt 1GPCML'1 cods should reecive the same treat-
ment 2 Ocnur dulozetions pointed out that the

uﬂpll 7 of “.’ ~Tx W”" linited by the frct that nationnl practicas

sosted In the course of the discussic
- b
R a
;

are in Jany cases «.-5;“; oo keep out %i seoses which do not ceceur in the country.
Several delematizns suggested thet health snd senitary regulcticns should be applied
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on a nost-favoured-nation basis. It was alsc suggested, however, that this
concept would have to be carefully dcfined in this contaxt. Some delegations
suggested that it should be interrr.t:d to mean squality of cpportunity for
exporting countries which could satisfy the health rezulations of importing

countries. Cther delegztions suggested that it might be necessary to go further

and to deal with problems of discrinination against exports of particular countries
in specific nmarkets.

2. Sone delegotiones expressed the view that health and sanitary regulations were
not negotizble in the usual GALTT sense, i.e. they were nct removable in return for

a concession, and werc therefore of a different noture from the other types of

measures bofore the Group. Severel delegations said that the best way of
dealing with difficulties which nizht exist Wuu..r1 be through bilateral dlscuSSLOns

between the technical people respensitle,

9. Several delegaticns suggested as & basic principle that health and sanitary
regulations should not be mere rigid than necessary to achieve their essential
purposes. Sone delegstions nointed cut thot regulations sometimes tock the form
of complete prohibitions of imports snd suggested that this should not be necessary,
even in & disease-free country, if there werc other cast-iron ways of keeping out
the disease. Some delegaticns snid that certificates by authoritiss in exporting
countries might be nore freouently accepted by importing countrics. Delegations of
some developing countries said that they lad experienced some difficultles in the
implementation of regulations. and suzges sted that there should be a greatecr degrec
of co~operation between exporting and importing countries with respect to
inspection, testing and rescarch facilitiws. Some de clegations said that inspection
and testing requirbmcnts should be simplified. Some delegotions sald, however,
that the final decision on these matters :wust inevitably rbst with tha importing
euthorities which had a duty to protect the health end sanitary standards of their

country.
.fl authoritics should endeavour to cnsure
cuthoritics were consistent with national

egations said that consultations should be
legislation by cach country werc adequate
s

10. Some delegations szid thot natio
that measurcs tzken by State and loca

':-:‘J
[¢]
l-—‘

anc international regulations. Som
held to ensure thet changes pr p kel
to implement internationally agree:

11. Some delegaticns said that the regulations and technical requirements of
importing cocuntries should be readily available in an intelligible form to the
cenpetent authorities in exporting countries.

+12.-- Sonme--@ 5C
category of ¥ anitery revulﬁticns were delrncd te maintain ccrtaln
strains of pl ents which were considered desirable and pointed out that these might
have an adverse effect on trade; o8 o goneral principle, fermers should be left

free in such matters.



L/3472
Page 41

ffect of health and

o

13. In connexion with general probloms raised by

@ @
sanitary regulations on trade, several delegetions representing countries that
both import and export agricultural products tressed the scope and stringency
of thoge reguletions in ccrtain ccuntries which were traditicnslly major
gxporters of agriculturszl producte. Indoed, it appeared that the measures

-applied by the countries concerned, for reasons of guality and of ‘sanitary

controls, had cffects which were particularly striking from the ~uantitat*ve
aspect. In prectice, the rosult was o virtually tot: i prohibition on imporids of
sgricultural products °r of z wide range of products from the .trlcultural scehor,
In the view of the delegotioms concerncd, the abtention of the dzriculture
Cormittee should be 1fsnh speeifically to problems arising from the applicatic

of health end ganitary meusures in ceritein cuses thet threatened to distort the

appreciation of sny conecept of equilibriun in the £icld of trade.
e

t 13 WoPe of tho vicw thet it was no cident that countrics
3 he

1l4.  Other o ac
og of a an approprinte coverage of veterinary
CO

delegn
free from most ty ve
and phyto-sanitar; y cs Lu wrot ;e that discase-free condition.
Furthermore, iw a s uht_,n in wmich LV“”y cotntr\ the world mainteined some
form of veterinary or phyto-sanita a naeturel consequence tlat
producing countries which srce relativ ly frnc pests would be best able to meet
the requirciients in other cowntrics, and so o Q\?t their produets to a grecter
number of narkets. IExport capability would thorefore be directly linked to
relative frecdon from discose in o particuler country, which necessarily required

wider range of veterinory and phyto-senitery controls te protect thet frecdow.

a
This wes of great inportonce for ccuntrics which relicd heavily on experts of
agricultural Drocuctb. :

o it e
~ tio ooy ! : ards. 3 wnt na
standards should nat be based on characcteristics peculiar to nztional production
and that the eguivilcnce of *aternatlon&;ly agresd stendards and the standords
of exporting countrics should be rpc&gnnbud whercrer poasible.

16. The Werking Group agreed that the Comittec on Trade in Industrial Products
should deal w:tb neasures of general applicaticn to the azricultural ond

industrial sectors in casss wherc wmw;mﬁbuxmwl~'¢.41thw ferum, cn the
andorqbandla izr+ delognticng reserved the rlbht,to revert nt any tine to
part“calgr notifics tions made to the Loriculturs Committoe nnd, et 2 later stage,

cultural i any selutions evglvsﬂ ir the Comittes on Trede in Industrial
Produntg. lootbo V“luatior for customs purpeses, consula
"nd ﬁuutw““ qown dulegetions noted that any of

_which were.contrary to.G.TT .should

3
the right fbr the A?rlbalturo‘Ccmmittco, to roview the applicebility t\ the cri-
ot
wor G

pplicd Tor exony
Tor 'L'tlus ané privr aopo
qfﬂ% rricers of the tynes
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