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1. The Working Party has examined the Second Annual Report submitted by the
United States Government, under the Decision of 5 March 1955, on the import
restrictions in effect under Section 22 of the Agricultural Adjustment Act,
on the reasons for the maintenance of these restrictions and on steps taken
with a view to the solution of the problem of agricultural surpluses, and has
reviewed the action taken by the United States under the Decision.

2. The Working Party was disappointed to note that, with the exception of a
temporary suspension of the controls on peanuts during the early part of the
quota year 1956-57, no: further progress has been made towards relaxing the
restrictions since the submission of the First Annual Report at the Tenth Session
It was noted., further, that the controls on cotton have been modified to include
cotton 111/16 inches and longer, but that there has been no intensificzLtion of
controls over the other commodities wheat, dairy products, flaxseed-and rye
nor have controls been-extended to any--additional commodities

3. The Working Party noted that, as in the First Report, the'United States
Government states that the controls affect only r. very small part of the United
States imports of ai,.l'our.;2I commodities. The Working Party recognized that
only a small proportion of the United States import trade in agricultural products
was affected by the restrictions, but considered that this toak no account of the
potential trade in the products to which the restrictions applied, nor of the
effect of the restrictions on agriculture in other countries. The Working Party
wishes tfi repeat the comment made by the Working Party at the Tenth Session that
what was 6f particular concern to other countries was the opportunity to sel]l
in the United States market free of import restrictions.

4. Members enquired as to the meaning .of the statement in the Report that
a solution t& the problem of surpluses depends upon action which other praeuoing
countries may take as well as action being taken by the United States,
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Other member considered that the most burdensome accumulation of surpluses
arose in the United States as a result of the stimulation of uneconomic pro-
duction through high price supports and that therefore the United States has
very real responsibilities in respect of the elimination of these surpluses.
The United States representative explained that while steps had been taken by
the United States to reduce acreage and production, other countries had
increased their production of the same crops; he cited cotton and wheat and
pointed out that in some countries the production of wheat had been maintained
or increased through encouragement by artificial measures. Therefore, in the
view of his Government the burden of reducing world surpluses did not rest
solely with the United States as measures could be taken also by other countries
to alleviate the problem,

5, Members addressed enquiries to the representative of the United States
concerning the restrictions still in force, action to reduce new crop supplies,
the determination of acreage allotments, the operation of the acreage reserve
and the conservation reserve of the Soil Bank prograrmae, the wheat acreage
reserve targets and the new arrangements for wheat exports, the production and
consumption of dairy products in the United States, the criteria. for determining
the types of cheese placed under quotas, the price support system, the determ-
ination of parity prices, etc. Members expressed appreciation of the large
amount of information that had been supplied, both in the Report and at the
meeting of the Working Party and noted with satisfaction that, as proposed in
last years Report, the United States Government had furnished additional
information on the trends of production and consumption in the United States
and of purchases and stocks of the Commodity Credit Corporation in respect of
the products subject to restriction,

4. Members of the Working Party were interested in the progress made in the
special studies of the price support programmes and surplus disposal programmes
being undertaken by the United States Government, and enquired whether the study
of the parity price formula referred to in the Report would take into con-
sideration developments since the 1910-1914 base period used in computing
parity prices. The United States representative said,. that, although still
related to that period, present parity prices tare based in large part on price
relationships during the last ten years. The study was being undertaken in the
hope of eliminating any inequities of the present system and to reflect more
accurately present-day conditions, Members considered that a realistic mani-
pulation of price support levels is essential to a achieve the object of
rationalizing agricultural production and were, therefore, the more concerned
to note instances of recent increases in price supports. The United States
representative, however, stated that these increases had been granted in com-
pensation for the delay in getting the Soil Bank programrie under way, and they
would be taken into account in the studies now proceeding.

7* Il its examination of the Report the Working Party devoted special attention
to the section dealing with the recently instituted Soil Btink programme and to
the sections dealing with wheat and dairy products, The Working Party dis-
cussed the methods by which acreage reduction under the Soil Bank programme
would be rmade effective and the decreased output that could be expected toresult
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The Working Party noted that positive measures were being undertaken by the
United States Government to meet the problem of surpluses but was of the
opinion that the reduction of acreage alone might not effect a reduction in
production as there was no limit to the production on the land that remained
under cultivation, since this would tend to be the best land and would probably
be cultivated more intensively, The United States representative explained
that the acreage restrictions were administratively the most practical method
of limiting production and head been effectively applied as is evident from the
reduction of about 20 per cent in the production of wheat; as stated in the
Report a further significant reduction of 200 to 250 million bushels a year is
anticipated ns a result of the Soil Bank progrnmne, Moreover flexible price
supports still remained among the main farm progranmres of the United States
Government and could be expected to operate more effectively if a. better balance
between supply and demand were achieved, Several members pointed out that,
in so far as the six commodities which were subject to restrictions were con-
cerned, the Soil Bonk programme was only designed to reduce production in cottons
wheat and peanuts and they sought information on the effects of the programme
with respect to rye, flaxseed and dairy products. The United States represent-
ative pointed out that the acreage reserve programme which applied directly to
the six basic commodities and the conservation reserve programmes of the Soil
Bank which applied to all crop land must, by definition, have noticeable effects
on the Production of these commodities as they would reduce the avail: Ality
of land for the production of these and other crops. In concluding its
discussion of the Soil Bonk programme the Forking Party noted that the full
effects on new crop production would not be felt before 1957. The forking
Party took note of additional information furnished by the United States
representative, regarding safeguards applied to ensure that land which is taken
out of production under Soil Bank programmes is not applied to the production
of other commodities which would aggravate the situation in other agricultural
sectors, The Working Party appreciated the action taken by the United States
Government to prevent such practices.

8, With reference to the wheat acreage reduction target of 15 million acres
under the Soil Bank programme, the United States representative informed the
Working Party that arrangements had already been mnde for a reduction of 10
million acres in the winter wheat plantingsQ In reply to an question as to
whether this meant that the target would be undersubscribed, since the deadline
for registration had been reached, the United Staites representative said that
each State had its acrenge limitations, which wore voluntarily subscribed and
to the extent that any State was undersubscribed that portion would be made
available to other States<, TherefP'rv some further registrations were expected
to take place, In addition participation in a. programme for the reduction
of spring wheat plantings had not yet been indicated. With further reference
to wheat, members enquired about the new arrangem-aents whereunder a larger
port of wheat was to be handled by prorate exporters and the likely
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effect on the volume of exports. In reply the United States representative
said that since 4 September 1956, cash payments to exporters had ceased and
the export payment, though computed in the same manner, was now payable in the
form of wheat. As a result, more export trade would be chc!nnelled into
exports from free-rv1.rket supplies, with less direct movement of C.C.C. stocks,
but it wns not anticipated that the programme itself would not affect the volume
of exports. Members referred to the statement in last year's Report where
authority was to be sought from Congress to enable the United States Government
to sell wheat for annial food in order to reduce the surplus, and enquired
whether that Authority had been granted. In reply the United States represent-
ntive soid that this authority hnd not been obtained.

9, The Working Pnrty noted that though there had been a substantial decline
in stocks of dairy products import quotas were unchanged. Moreover, production
had been maintained End the Working Party took note of the fact that the posi-
tive measures being taken to reduce surpluses of other commodities would not
directly affect the production of dairy products. Members put forward the
view that a reduction in price paid by consumers would lend to increased con-
sumption and pointed out that despite the fact that the support level wa5s '.
lowered the prices paid by the consumer had not fallen. The United Sttes
representative replied that this matter was of grave concern to both the con-
sumer and producer in the United States tnd did not directly relate to price
support. fAll too frequently prices to farmers fell but the cost to the
consumer remained high, for example the price support on dairy products had
been reduced but the full effects of this measure on consumers prices had not
been realized,

10, Some members felt it difficult to understand why import quotas were
established for cert-in types of cheese while other types were not restricted,
,nd sought an explanation of the criteria used in determining present controls.
Certain members remarked thnt 60 per cent of cheese imports into the United
States were free of quota, restriction end, since the restrictions covered only
some types of cheese that are produced, they must conclude thAt the restrictions
contained protective elements and were not directly related to the price support
progrnnme. The United States representative explained that the restrictions
were not established to protect the cheese producers but were maintained in
.accordance with the recorn-iendations of the Tariff Conumission which had found
that certain types of cheese were being imported in such quantities and under
such conditions that the absence of restrictions would result in domestic
capacity being utilized to increase the production of altern tive products such
as cheddar cheese and dried skim milk; this would increase the surpluses of
these commodities and interfere with the price support programme for milk and
butter fat. Further, he stated that the Tnriff Commission was watching the
situation and, should the circumstances warrant it, would conduct a public
enquiry to see whether there should be any changes in import quotas. Several
members observed that both the basis of discrimination between types of cheese
and the quantitative limitations fixed for imports were matters of the gravest
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concern to certain producing countries, And hoped that the United States
Government would pay particular attention to the possibility of affording
increased opportunities for exports to the United St.-tes market. Further
the Working Party points out than in the field of dairy products production
of which is unlikely to be infected by the Soil BD.nk progrnmme, the funda-
mental question of price support levels is of supreme importance. Despite
the improvement in the stock position there seems little prospect of relief
from import quotas in the near future, and the Working Party is convinced theft
a most searching review of the present position anld policy is called for if
there is to be any improvement in the situation.

11. The Working Party also took note of the position in regard to cotton, and
noted in particular that the supply situation hnd not yet been reduced to the
stage where it wans possible to point to nn overall reduction in catrayover.
The United States representative drew the attention of the Working Party to
the measures being taken to bring about ; better balance between the supply
and utilization of cotton, and in particular to the application of an acreage
reserve programme to cotton under the Soil Bank Scheme. The Wiorking Party
expressed the hope that these measures would in fact be effective in reducing
United States cotton production to a level consistent with nonnal demand.

12, The Working Party also considered the cQuestion referred to it by the
CONTRMCTING PA';RTIES, at the request of the delegation of the Kingdom of the
Netherlnnds, concerning the Resolution of 5 November 1954 on the United States
import restrictions on dairy products, A nurmber of members indicated that
they continued to suffer serious damage from the application of import
restrictions on dairy products, In view of the indication given by the
Government of the Netherlaznds that concessions granted by the United States
Government hove been impaired, and assthe restrictions have cnot been relaxed
since the date of the Resolution of 5 November 1/54, the Forking Party agreed
to recommend that the Government of the Netherlands, having recourse to the
provisions of Article XXIII} be authorized to suspend the application to the
United States of its obligations under the General Agreement to the extent
necessary to allow it to apply a. limit of 60,000 metric tons on imports of
wheat flour from the United States during the cnle-.dao year 1.957.


