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1. According to its terms of referencc, the Committee on Agriculture was to
consider and submit to the Trade Negotiations Committce recommendations in
regard to the rules to govern, and the methods to be employed in, the creation
of acceptable conditions of access to world markets for agricultural products
in furtherance of a significant development and expansion of world trade in
such products.,

2. During its meeting on 8 to 10 April 1964, the Trade Negotiations Committee
agreed that the Committee on Agriculture should submit, by the end of April at
the latest, rccommendations on how negotiations should be conducted on each
category of agricultural products.

3. The Committce on Agriculture agreed that the objectives of the negotiations
as regards agriculture were thosc set out in the Ministerial Resolution adopted
on 21 May 1963. The Committee has taken up the question of the coverage and

a more precise determination of the list of products in the agricultural sector

to be considered by the Committee will be necessary.

4, The Committec was not, at the present stage, in a position to submit agreed
recommendations. The position of several delegations, namely the delegations

of Argentina, Australia, Canada, Dcnmark, New Zealand, the United Kingdom and
the United States is outlined in Anncx I to this note. The position taken by
these countries is shared by the delegation of India. The position of the
Europecan Economic Community is outlined in Annex II. A statement made in this
connexion by the delegation of Japan at the meeting of the Trade Negotiations
Committee »n 30 April 1964 is reproduced in Annex III to this note.
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ANNEX T

DRAFT REPORT OF THE TRADE NEGOTIATIONS COMMITTEE ON AGRICULTURE
TO THE TRADE NEGOTIATIONS COMMITTEE, PROPOSED BY SEVERAL DELEGATIONS

The objectives of the negotiations in the field of agriculture were
established by the GATT Ministers at their meeting in May 1963:

"That the trade negotiations shall cover all classes of productsS «..
including agricultural ... products ... and that ... the trade negotiations
shall provide for acceptable conditions of access to world markets for
agricultural products."

The Ministers further directed the Trade Negotiations Committee and its
committees (including the special groups for cereals, meats and dairy products)
to elaborate "the rules to govern, and the methods to be employed in, the creation
of acceptable conditions of access to world markets for agricultural products in
furtherance of a significant development and expansion of world trade in such
products ..."

The Agriculture Committee and the special groups for cereals, meats and
dairy products have held numerous meetings for the purpose of carrying out the
Ministers' directive. The work of these groups. the problems confronting them
and the solutions under. consideration are summarized in separate reports. This
report, therefore, is confined to agricultural commodities other than cereals,
meats, and dairy products.

The Agriculture Committee, in the course of its deliberations, has been_
presented with two general proposals for dealing with agricultural products.t

The first was a United States proposal that agricultural products be given
a treatment comparable to that of industrial products, utilizing where possible
the across-the-board linear cut o 3zed upon for these products. - Where measures
other than fixed tariffs which affect trade are utilized, the objective should
be to negotiate reductions comparable to the linear cut applied to other products.
This proposal was not adopted as a general negotiating plan.

The European Eccnomic Community has proposed a negotiating plan generally
applicable to all agricultural products in 2ll countries. Under this plan it
was stated that a maximum margin of support - referred to as the montent de
soutien - would be hound for each agricultural product in each country. The

LThe Committee discussed the possibility that in due course other commodities
might be considered suitable for treatment under general arrangements.
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margin of support would be caleculated in each case in relation to "reference
prices” to be established. It was not possible to see how it could be
implemented and contribute to the achievement of the objectives laid down

by the Ministers.. .Indeed,:in- many cases; where fixed tariff bindings now
exist, the plan was considered. to.hold- the possibility of increasing levels
of protection. This plan also was not adopted as a general negotiating plan.

The suggestion was then made that a pregmatic approach be tried. The
Committee agreed that an examination be made of the flows of trade, the nature
of products, and the various forms of protection used, as a basis for the
formulatlon of methods of negotiating reductions in trade barriers appropriate
to the particular needs and circumstances of groups of products.

A Technical Sub-Committee was established to undertake to group products
showing trade flows on the basis of the nature of the product and the methods
of protection. The Technical Sub-Committee produced tables showing trade
flows and trade control measures by commodities for twenty-seven countries,-
and nore. detalled data for four major countries - EEC, Japan, United Kingdom:
and United States, Spec(64)58, Spec(64)79 and Spec(64)80.

These tables show that:

1. A large volume of agricultural trade (on a value basis) in a wide variety
_of products moves over zerc duties or fixed tariffs only... The import
duty remains the--single most important means: of :protection for the products
falling outside the scope of the commodities assigned to special groups
(cereals, meats and dairy products). o

2. For a significant volume of trade various other forms of-import controls and
various. internal governmental measures which alfect trade are used, either

in connexion with, or as a substitute for, fixed tariffs.

3. The pattern of trade controls differs greatly among countries and, within
each country, among the various agriculturel commodities. . . -

Considerations and conclusions

This study led tb ‘the fdllowing‘considerations aﬁd conclusions, which
recelved wide supporﬁ:.,

A. It would not be Lea51ble to conduct the agrlcultural negotlatlons on
the basis of a rule of general application. A pragmatic ‘approach is requlred
that deals effectively with all barriers to trade, whatever form they take.
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B. For the greater part of the agricultural trade under consideration, tariffs
are the sole or major form of restriction affecting trade. Where the bulk of
trade in a commodity is accounted for by countries using tariffs only, the
objectives can be carried out by negotiating reducticns and binding of tariffs.
For these commodities, countries should offer substantial tariff cuts, not
excluding the possibility of a 50 per cent cut where appropriate. Remaining
countries utilizing other kinds of restrictions in combination with, or in lieu
of, fixed tariffs should make equivalent reductions and bindings of their trade
restrictive measures.

C. In cases where tariffs generally are supplemented by other frontier controls,
where tariffs are not the major barriers to trade, or where intermal policles

are also important factors affecting access to markets, negotiations should also
deal with these other measures, the objective being a significant reduction in
trade bharriers.

D. Offers for reductions and bindings of trade barriers should be such as to
give effect to the objectives laid down by the Ministers.

Procedures
The following procedures have been suggested for consideration:

1. The basis for negotiations would be the existing tariffs and tariff
bindings (including zero bindings) and other barriers to trade in
accordance with A above.

2. Fach country should formulate offers appropriate to the nature of the
protective or support measures maintained by it for particular products
or groups of products. Such offers would be tabled on 10 September 1964,
conecurrently with the tabling of the exceptions lists.

3. Offers should be made in respect of all products with the exception of
products which are inecluded in the exceptions lists. Such exceptions
would be subject to confrontation and justification. :

y, Every”endeavour should be made to bring about the elimination of
restrictions which are inconsistent with the provisions of the General
Agreement. ~

5. The Committee on Agriculture should supervise and facilitate the
negotiationé”with a view to ensuring the fullest possible multilateral .
effort to achieve the agreed objectives. Accordingly, the results of the
individual negotiations should be reported to the Committee on Agricul-
ture.,

6. The results of the negotiations should ultimately be generalized to all
contracting parties in accordance with standing GATT practices.
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ANNEX TT

CONTRIBUTION OF THE EUROPEAN.ECONOMIC COMMUNITY TQ THE REPORT
OF THE COMMITTEE ON AGRICULTURE CONCERNING THE STATUS OF THE
PREPARATORY WORK OF THE AGRICULTURAL PART OF THE KENNEDY ROUND

The European Economic -Community gave its apprOJal to the Conclusions ‘of

the GATT Ministerial Resolution of May 1963 concerning the inclusion of
agricultural products in the trade negotiations, the creation of acceptable
conditions of access to import markets in furtherance of an expansion of
international trade in agricultural products, the determination of methods

and rules of negotiation adapted to the particular nature of the agricultural

‘#products and of the objectives pursued

During that same ministerial meeting the Representative of the Eurcpean
Economic Community also declared that none of the factors likely to affect
the equilibrium of world agrlcultural markets should be excluded, a priori
from the negotiation.

I. The positions of the EEC cone3srning the agricultural part of the
Kennedy Round

The statement of the Representatlve of the EEC to the Committes on Agrlculture
on 18 Februery 1964 (TN.&64/AGR/1) enabled the contracting parties to
examine the negptlathg_plan of the Community: :

Convinced that a negotiat:lon conducted according to traditional methods cannot
yield satisfactory results, the Community wishes to bring out the one factor
which is common to all the contracting parties namely the support given

‘directly to agricultural products, with a view to proposing to its partners

to proceed to the negotiation and binding of a margin of support.

The negotiation extends not only to protection at the frontier but to the
agricultural and trade’ policies of the contracting parties as well, since
the margin of support is equal to the difference between the referencé price
on the international marketland.the remuneration obtained by the prqggcgr.

From this vlew point, re01procity of commitments becomes a matter of
fundamental importance.

The bound margin of support expresses the aggregate effect of the various

support ‘instruments used (customs duties, quantitative restrictions, direct

;subsidies, monopolies, etc.) on the conditions of production and of

exchanges and is not to be confused with these instruments.
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The contracting parties remain, in principle. free in their :h<ice of
instruments vhich they mean to use to support their agriculture. Some
contracting parties have seemed to fear, quite wrongly, that the margin
of support is designed ito replace existing instruments whereas in reality
it only expresses their aggregate effect in a form common to all the
contracting parties. The binding of the margin of support may, however,
require a change in the application of these instruments, so that their
aggregate effect would be consistent with the commitment.

When, for e given product, the customs duty is the only instrument used,
this customs duty provides a certain support to this product in the
importing country and the margin of support then corresponds to the
incidence of the customs duty on the reference price.

The Furopean Economic Community makes the binding of the margin of
support the fundamental element of the negotiation in agricultiural
products.

Certain contracting parties, taking into account the situation of some
products or groups of products, expressed their preference for particular
commitments. The European Economic Community does not preclude the
possibility that such commitments may be assumed in certain cases but
these should zlways involve commitments in addition to the binding of

a margin of support. )

The existence of bound customs duties may possibly result in some
flexibility in the margin of support method.

The margin of support method does not automatically affect a customs

duty which was bound during a previous negotiation if apart from this
bound customs duty there exist other instruments of support, for
example, quantitative restrictions or subsidies. In such an event the
bound customs duty continues to be applied within the framework of the
binding of the margin of support.

However, if <he bound customs duty is the only instrument of suppoirt,

it is possible, in order not to affect the previously granted concession, .
to undertake the binding of a margin of support corresponding to the
incidence of the bound customs duty on the reference price.

In any event, if a contracting party decides to unbind a former tariff
binding, such action remains possible as in the past, subject to the
customary rules of compensation of GATT.
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The European Economic Community considers that the support margin method
must be applied to almost all products of tne agricultural sector.

During the preparatory work for the negotiations, several tendencies have
emerged among the members of the Committe on Agriculture. Some countries
would like to apply a different method and different negotiating rules
ac2ording to the products concerned or the support mechanisms used by
contracting parties. Others would, in fact, like te revert to the
traditional selective method under which each of the contracting parties is
responsible for making known its list of offers as well as the modalities
for negotiating the products concerned.

The EEC divides agricultural products into two groups of unequal size: on
the one hand, the group of products to which the support margin method
applies, comprising the majority of products; on the other hand, the
residual group of products for which it is envisaged that the support
margin method should be abandoned.

II. The support margin method must apply to practically the entire
agricultural sector

Agreement must be reached as quickly as possible on the content of the
agricultural sector.

The Committe on Agriculture is already broadly in agreement on adopting

as a working basis, at the present juncture of the work, the products
contained in the first twenty-four chapters of the Brussels Nomenclature.
Certain contracting parties, however, have expressed a provisional
reservation on this point. So far as the Ruropean Economic Community is
concerned, more detalled examination is still necessary in order to be

able to specify the list of products at present envisaged as falling within
the agricultural sector.

In the majority of cases, the computation of the support margin will be

g far simpler matter than it might seem at first sight.

A number of adjustments will have to be made to the reference price as
well as to the remuneration obtained by the producer in order to take
account of differences in the quality of products or again to bring the
products to comparable levels of trade. Turthermore. in the case of
products obtained after processing of primary products, agrecment will be
required on sufficiently vepresentative processing co-efficients. During
the negotiations, a great many of these elements could be settled on a
flat rate basis.



23.

ak.

25.

26.

27.

TN.64/23/Rev .1
Page O

The European Economic Community does not, however, exclude the possibility
that in certain cases the support margin method may have to be adjusted.

e o

Indeed, it may soﬁé%i%éé-béﬁﬁifficult éﬁdmri ky-to-determine the reference

price and the remuneration ocbtained by the producer because of the

.inadequacy of available statistics or for some other reason. In order,

however, to retain certain essential principles and mechanisms of the |
support margin method which are particularly well suited to the objectives
of the negotiations, it would be possible merely to fix a reference price
determined on a flat rate basis according to the data which appeared most
appropriate. - !

The existence of the reference price might induce contracting parties.to

-apply only support mechanisms consistent with the GATT rules. In addition,

respect for the reference price would make it possible to remedy excessive
fluctuations: in commodity prices which are without economic Jjustification
but result solely from transactions of a speculative nature.

IIT. The European FEconomic Community acknowledges the existence of a -
residual group of products for which the support margin method might
be_abandoned

First of all, this might be the case for products in which international
trade is negligible. The same might apply if, in certain cases, technical
difficulties relating to the implementation of the method proved insuperable.

For these products, the support margin method would be abandoned 1nffavour
of the traditional method of tariff negotiations. The negotiating rules
applicable to the particular case of the products concerned will be
determined at a later date.
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ANNEX IIT

Statement Made by the Japanese Delegation
"~ 1o the Trade Negotiations Committee

With reference to the positions outlined in Annex I the following comments
were made by the Japanese delegation at the meeting of the Trade Negotiations
Committee on 30 April 1964:

"As regards the paper proposed by several delegations, I fully
appreciate the efforts reflected in this paper. However, my delegation
would like to make the following three comments:

"1. We must recognize that it is a hard reality that various protective
measures are being applied on a wide range of agricultural products in
many countries. In our view any step for removing or relaxing these
protective measures would make a meaningful eontribution in the context
of the forthcuming negotiations and should be evaluated accordlnslj.

"2. ' An offer llst of a given particlpan1 may consist of offers on
individual products which vary in modality and in the degree of contribution
to the negotiations. We believe, in this connexion, that the offers of
participating countries should be evaluated as a whole or a package,

taking Into account any recent trend in the expansion of- aceess of
agricultural products as a whole into these countries. -

"3, The modality of-the protective measures varies from country to -
country and from.product to product. -Therefore, the measures that the
participating countries would take for creating acceptable conditions of
access would naturally be different. However, I would like to reiterate
what I have stated several times on previous occasions, that it is very
irmportant, in our view, that, whatever form offers of concessions may
take, the basic criterion by which each offer will be evaluated is that
of the increased opportunities of access which it will afford."



