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UNITED STATES AGRICULTURAL ADJUSTMENT ACT

Statement Made by the Delegation of Australiz at the
Thirty-First Session of the CONTRACTING PARTIES

The following letter, dated 9 December 1975 and addressed to the United States
Permanent Mission at Geneva has been submitted to the secretariat by the Permanent
Mission of Australia.

I refer to the statement made by the Australian delegation to the thirty-first
gession of GATT CONTRACTING PARTIES on the subject of United States restrictions on
the import of certain agricultural products.

I confirm the request in that statement that "in accordance with paragraph 1 of
the conditions and procedures associated with the waiver granted to the United States
in comnnexion with import restrictions imposed under Section 22 of the United States
Agricultural Adjustment Act (of 1933), as amended, that the United States promptly
undertake a review to determine whether there has been a change in circumstances
which would require its restrictions tc be modified or terminated”.

I attach a copy of the relevant statement setting cut the justification for the
Australian request.
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Australian Statcmsent on Unitod States Agricultural. Waiver
at _the Tnlrtv-Flrﬂt Scssicn of the CONTRAuTING PARTIES

Some twenty years age, the GATT granted the United States a waiver which
enabled it to usc import q“otaa to protect the operation of itc domestic price
support arrangements for certsin products. Although some progress has been made
in reducing Tth¢ numbsr of products subject te Section -22 Quotas, there has been
no significant medification of the arrangements as they apply. to dairy products-

In fact, over the years, the coversge of gquotas on dairy products has been extended
so that the only proaucts now nct subject to quota are some high priced spscialty
cheescs and casein. These products are not preduced in significant quantitites

in the United States. '

The waiver was granted to the United States on certain conditions. These
conditions are spelled out in the waiver itself in the following terms: "... it
is the intention of the United Statcs Government promptly tc terminate any
restrictions imposed when it finds that circumstances requiring the action no
longer exist, and to modify rcstrlutlons whenever changed c1rcumstances warrant
such moalflcat*or"

There have teen some temporary modifications to the restrictions in recent
years. In particular there have been temporary increases in the quotas for
skimmed milk powder, cheese and butter; but none of these has resulted in modifi-
cations to permanent quotas -or to the price support system which is the immediate
reason for the continuation of the quotas. . After twenty years the United States
dairy price suppert =ystem still guarantees producers, through the parity system, -
price increases regardless of markel opportunitics or the availabiiity of
competitively priced imporis from officient producing cc intries. It is true that
the United States Secretarv of Apriculiure has discretion to set the support price
for milk at between 75 and 9C per cent ~f parity but even a level of 75 per cent
is toc high to allow any elbql?ic nt opportunities for impeorts from relatively low
cost producing countries.

It is hard to believe that over the last twenty years there have been no
circumstances which coalu be regarded as warranting permanent modifications to
liberalize the United States restrictions. The fact that the key quotas to which
the waiver applies were initially set in the early 1950's but with periods for
quota determination relating back to 1930 suggests that the area of base periods is
one area where circumstances may have changed significantly enough to warrant
permenent modificaticn to United States restrictions. As it stands, = GATT waiver
of twenty year's standing is still being used to justify a level and pattern of
imports based on events which cccurred forty-five years ago.



1/4280
Page 3

The operation of the United States countervailing duty laws also represents
a change in circumstances which may arrant some permancnt modification to United
States import restrictions on dairy products. For many years, the Unitec States
countervailing duty law while written in mandatory terms, was not applied as
frequently as it might have been under the terms of the law. However, following
passage of the United States Trade /ct vwhich significantly modified the United
States countervailing duty law, a whole range of possibilities have opened up
which may change the environment in which Section 22 quotas are administered.
For instance, early this year, a countervailing duty order was issued by the United
States against subsidiged imports of dairy products from the EEC. It is already
apparent that thls countervailing duty order has had a gignificant effect on the
flow of cheese imports under Section 22 guotas into the United States from E&C
countries. (Incidentelly, we presume that EZC cheese not now being sold in the
United States market is being diverted onto third markets adding to the intensity
of competition there.) We believe the operaticn of the present countervailing
duty order against the EEC makes it increasingly difficult for the United States
to claim as it does on page 11 of L/4148 that "Woerid supplies of dairy products
remain at levels far in excess of commercizl demand. The resultant surpluses
continue to seek outlets wherever possible. In the absence of impert controls
these surpluses would replace domestic production to the serious impzirment of
the dairy price support programme". The ZEC is, of course, a major source of
dairy surpluses and with its ability to ship surpluses to the United States .
severely limited by the operation of the countervailing duty order, we believe
that there is scope for the United States to liberalize its quotas on 2 number of
major dairy products, in particular butter, skimmed milk powder cn? cheddar
cheese. Ideally, these quotas should now be abolished. However, at worst, the
shortfalls against quotas which are the result of the cperation of the counter-
vailing duty against the EEC, should be reallocated to those countries which do
not subsidize their exports of dairy products. If the United States does not
liberalize its import system and if it does not reallocate quotas/shortfalis
against quote ., then we fail to see ! w the United Statcs can defend itself
adequately against ccmplaints that It is not only continuing to transfer the
burden of adjustment to traditional dairy exporting countries, but is contributing
to an increase in the weizht of this burden. ' '

In view of cur belief that circumstances have changed significantly enough
to warrant a modification to the United States import quotas, we formally reaquest,
in accordance with paragraph 1 of the Conditions and Procedures essociated with
the waiver granted toc the United States in connexion with import restrictions
imposed under Secticn 22 of the United States .gricultural Adjustment fct {of 1933)
as amended, that the United States promptly undertake a review to determine
whether there has been a change in circumstances which would require its
restrictions to be modified or terminated.
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There are certain other matters of a more general kind which I would like %o
take an opportunity to explore. The United States has intimated in the MIN that it
will only negotiate its restricticns on dairy imports if cther countries do likewise.
We believe this attitude ignores the United States obligations under the GATT
waiver to relax its restrictions when it finds that circumstances reguiring the
action no longer exist. 4e belicve all countries have an obligation to negotiate
all aspects of their dairy régimes which have a direct impact on international
trade, but in view of the GAIT waiver and its performence under the GAIT waiver to
date, the United States has a special and prior cbligation to take action in
regard to its import restrictions on deiry prcducts. Consaquently, we continue to
call intc qvestlon the caveat which the United States (albeit for economic, rather
than neg otlat reasons), is atiempting *to place on the liberalization of its
import régime for dairy products (see MIN/DB/W/7 of 25 July 1975, paragraph 4).

The United States caveat is particularly sirangs if it is made on economic
grounds in view cof the report (dgricultural Econcmic Report No. 278) submitted to
Congress by the United States Secretary of Agriculture in January 1975. This
report was undertaken in response to the Agriculture and Consumer Protvctlon Act
which directed the Sscretary of Agriculture tc carry ocut a comprehensive study to
determine the affect of increases in the Ievel of 1mports on the United States
dairy industry and consumers,

The analysis of thne¢ impact of imports in ar open United States market frec of
internal suppert neasures and import quotas with outeide countries free to pursue
their own policies, did nct indicate any long~term disruptive impact on prices,
supply or resource allccatiocn, The flnd1ng< indicated that by 1980 the implementa-
tion of quota removals under an open pw;kcb situation would result in an increase in
imports to only & per cent of total United States production from a level of
1.4 per cent under continued guotas. Mors si; ficantly, net cash incomes of
United States dairy farms would be hetween 6 per cent and 11 per cent above income
levels under 3 market situaticn of ceortinued guotas.

I would also like tc¢ 1ol rent at onc exemple of the practical effects
of the waiver at present. Thc waiver allous the United States to maintain a guota
on imports of skimmed mill: powder of 1,% nillion 1lb, per annum. With the benefit

of protection from imports and guarantszed suppcrt prices, the United States indusiry
can continue to preduce powder without suffering a loss at farm or factory level or
without having tc sdjust its opcrations in any way, regardless of the level of
world prices. Becauss thers are ne limits cn prvaucthn of dalrv products in the
United States, skimmed milk powder is sccumulated in the form of expensive stocks,
Over thc period from May 1974 to May 1975, these stocks have increased frem

148 million 1b. to 330 milllop ib., Eventually the stccks must find their way
onto markets which in terms uf econcmic rationality, should belong to the
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industries of the lower cost pasture based producing countries. As a result, the
industries in those countries like Australia, which are not subsidized or other-
wise protected from the disastrous effects of low world prices are forced to bear
the burden of the cost of the United States Suppart Programme.

I think you will have detected that we are becoming increasingly frustrated
by The lack of United States action with regard to its Section 22 quotas on dairy
products. I am even forced to wonder about the utility of these review sessions
when they apparently have had no significant effect on United States policies for
twenty years and when what we believe was a reascnable gquestion raised in our
statement on this item in November 1974, has still not been answered.



