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Introduction

1. Group 3(e) was established by the Trade Negotiations Committee on 7 February 1974
and instructed to deal with the following Tasks of the Programme of Work (MIN/2):
Tasks 3, 4 and 15; Tasks 5, 6 and 7 in conjunction with Group 3(a); and Tasks 11, 13
and 14 in conjunction with Group 3(b) or in comnexion with tasks assigned to that
Group.

2. The Group met in February, April and July 1974. The reports on the first two
meetings (MIN/3Z/2 and 3) and a secretariat note on key points made at the April meeting
(MIN/3E/4) are annexed to the present report. The points of discussion and the
conclusions of the Group are outlined below under the various headings of the

Programme of Work.

3. .As mandated by the Trade Negotiations Committee, *thc Group was guided in the
course.of its work by the Ministerial Declaration as it rclatod to developing
countries, and agrced that future work on the questions doalt with should continuc
to be so guided. The Group, however, did not go into this question morc decply.

.
Tagk 3: Bringing up to date and completing™ the analytical and stabistical
documentation asscmbled in the context of the Programme of Work

adopted by the CONTRACTING PARTIRES in 1967 in respcct of all
agricultural products (Chaptors 1-24 BTN)

L. At its meeting in February 1974, the Group decided that the documentation on
import mcasurcs (i.0., quantitative restrictions; vericble levies and other special
charges; hcalth and sanitary rogulations notificd; various non-teriff barriors
notificd); export measurcs (including cxport measures not covered by the earlicr
documents); and production measurcs (sclf-sufficicney ratios; prices received by
produccrs; and agricultural policics) should be complotcd and updated so as to
cover the ycars up to and including 1973 or the position as of 1 January 1974, as
the casc moy be. In ordor to present an overall picturc of the situation as regerds

lInclu.ding analytical and technical work rolating to tariffs under the GSP.
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agricultur. in individual countrius and ite rcletion to the cconouy as o whols,
the Group alss 2:cided to ostoblish Cocunacntotion in th .form of 2 synopsis
covoring th: lest five yoors and giving information on arca and population,
production, :xports and inports, os wull as in the forn of stetoments on
agricultural policics. '

5. The Group ~lso oxpruss.d cortein wishes regording tho updating of the doteilod
listings roforred to in docununt COM.AG/H/68/Ldc.1, for BIN Chapturs 1 to 24, and the
wish thcot in so doing, cccount should be tuken of tho need feor including analytical
and technicol work rolzting to toriffs und.r the G.onceraliz.d Systonm of Prufcrences
(GSP), as providsd for by footnot. 1 to the Programc of Work. Thasc mattors werc
subscquontly wxwsined by Group 3(2). o .

6. At its nccting in, July, the Group had beforc it documcnt MTH/33E/5 (annex:.d
hercto), giving the publicotion plan for tho updated and completed documuntation.
It 2lso had bufore it o progress report (MIH/35/W/16) showing thc status and
contents of roplizs recoived fron governments by 1 July 1974.

7. Tho Group notcd the progress nadc in updeting and complching thoe docunentation;
cexprossed sntisfaction ot the large nunmbor of replics roceived and their coverage,
ond uxpresscd the hope that governnconts would £ill eny gops in the docunentation

o5 soon as possiblo.

8. Th: Group cgreced that tho inventories of various ncasurcs should be opon-
aended.

Task 4: Colluction of the 2ota for cach of the last fow yenrs and carrying out
an cnolysis of rseent changes in production, consumption and supply of
ond demand for agricultural products; identification of the problceils
vhich rosult for world agricultural narkets and of their siznificance
for n approcch to the negotiations in the cgrocultural sactor

Colloction of doto

9. In addition to the data ond information rdquirced under Task 3, and in
acecordance with the sgreonint reached in the Group, the sccerctarict asscmbled
data on th: following products for the spocific purposc of Task 4: whcat; naizo;
butter and skirmied nilk peowder; sugoer; cattlc and chilled and frozoen neat
thircof; soyc and soya oilcake; wine; and citrus fruit. The data arc containod
in documents MIT/31/:/3 to 10 =nd thiir cddenda, rospoectively.
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10. 'The Group noted that this list of products had been established for the
sole purpose of the work under paragraph 4 of document MTN/23; thet it
remained open-ended; and that it had no significance whatever as regards the
product coverage of the negotiations, i.e., that the fact that a product may
not ‘have been included in this work in no way meant that it would not be
included*in the negotiations.

1l. While bearing this in mind, and in order to complete the examination

that had been cerried out under Tusk 4 of the Programme of Work, the Group
agreed that consideration should be given on a priority basis to the following
products which are of particular interest tc developing countries among others:
rice; tobacco; preserved meats; grapes; vegetable oils; tomatoes; and
strawberries. '

12, The Group also ncted the agreement reached in Group 3(f) that the material
provided by the secretariat on tropical vegetable oilseeds, oils and oilcake,
together with & summery of the comments and observations made by members, should
be transmitted to Group 3(e) for consideration when the question of vegetable
oilseeds, 0ils and oilcake was being examined on a global basis.

13. In this connexion, some members suggested that in order to enable this
sector to be examined comprehensively, it should be recommended to the Trade
Negotiations Committee to request the secretariat to compile documentation
covering the whole fats and oils complex.

1k, Other members of the Group considered that it was nct necessary to ask the
authority of the Trade Negotiations Committee to obtain the required docu-~
mentation from the secretariat.

Analysis of recent changes in production, consumption, supply and demand

15. The Group proceeded to the analysis on the basis of the documents prepared
by the secretariat. At its July meeting it also had before it the views sub-
mitted in writing by a number of delegations (issued as MTN/3E/W/1l4k and addenda
and annexed to this report) and a secretariat note on the key points made at the
April meeting (MTN/3E/4 annexed).

16. The Group noted that the situation in world agricultural markets in the last
18 months or more was unusual, and differed in many respects from that which

had existed throughout most of the last twenty years. During these recent months
the situation had been marked by shortages, depletion of stocks, and high prices
for & large number of commodities, and an unstable world trading situation. In
certain instances, export and import control measures had been introduced or
strengthened. These recent developments had affected the economy of many
countries, both developing and developed.
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17. The Group noted that a number of conjunctural and structural factors,‘sqme

of which had coincidcd in tize, had contributed to the present situation.  These
includid unfavourablé climatic conditinns, bycvptlonally high dcmand duc to rlslng
incomos and changing dictary habits, rapid population growth, and an upsurge in
inport dcmand in ccrtain countrics; a reluctance of “producers to expand production
in the face of instability; shert~tera production, stockpiling and trade policies;
inflation, aonctary-instability and speculation.

18, Scic nembers belicved that one of the factors was a elowing down‘in‘the
growth of agricultural output. Others doubted that the growth rate of agri-
culture was -declining and pointed out that the cvents of the past two years should
not bc interpreted as indicating that the growth potential of the world's
agriculture had becn inpaired and that the world faced a period of scarcity. Some
nenbers stated that while it was true that factors of production werc still not
fully utilized, they wore not incxhaustiblc and their utilization was becoming
more ‘and nore costly, in particular bccause of increases in prices and relative
shortages of furtlllzer as well as the 1ncrcaue in prices of petroleum and other
inputs.

19. 1In this connexion, a umeumber pointed out that therc had been a turnaround in
the world supply situation with respect to wheat, feedgrains and protein meal.
Other members pointed out that it was premature at that time to make a forecast as
to the situation which would prcvail in the 1574/75 season.

20. -Further in the same connexion, scveral members, including some developing
countxlos. péinted to the reversal of the situstion as rcgards meat in the world's
major import maricts.

21. In the view of sorne nembers, the effects of tho factors mentioned in
paragraph 17 would not have becn as pronounced in the absence of a number of
underlying longer term causes. These stemmed fron gove: amental policics which had
led to restricted or uncertain access, overproductlon, high stocks, resort to
export subsidies, and violent price fluctuations in international markets. The
lack of adequate and assurcd outlets had forced a nuaber of major exporting
countrics to take deliberate and costly action to restrict output or supply
through productlon controls or stockpiling, If these countries had been in a
position to use their economic production capacity to the full, the effects of the
less controllsble factors would have been sig gaificantly lessencd. If producers are
to expand output so as to meet world demand for food and other agricultural
products, they nced a more favourable and less uncertain trading climate.

22. OSome dolegations stated that lack of assured outlets or inadequacy of access
did not seen to them to be the cauce of the current situation. In their various
aspects (price support policy, trend in agricultural area, etc.) the policies
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pursued by the principal importing countries that were members of the Group were
not likely to generate the uncertainty already mentioned as causing reluctance on
the part of ecxporting producers to emoark on a regular production policy that
could meet demand. They pointed out, furthermore, that the jmport trend that
had resulted from those policies conflrmed the regularity of access; consequently,
it was difficult to invoke the uncertainty of an outlet.

Tdentification of problens and of thelr significance for an approach to the
negotiations

23, Some members stated that, whatever the causes or their respective réles might
be, the main problem affectlng the world agricultural market is its instability
and uncertainty. While some fluctuation in- supplles and prices is inevitable,
given the number of uncontrollable factors and, in the case of certain products,
the small proportion of production entering trade, the approach or approaches
taken in the negotiations must be such as to ensure enduring conditions of
relative stability and security for producers and consumers.

2. Some members considered in this context that the negotiations should aim to
create conditions that would enable world markets to develop along lines more
satisfactory to importers and exporters alike, in accordance with existing
policies, their principles and mechanisms. Other members expressed doubts as to
whether significantly improved conditions in world agricultural trade can be
achieved without at least some adjustments in national policies.

25. The Group agreed that it is difficult to foresee future developments in the
agricultural supply and demand situation, and that the negotiations should
therefore aim at finding means designed to reduce the likelihood of the occurrence
both of surpluses and of shortages, and to reduce the adverse effects on all
trading partners.

26. The Grouyp agreed that, taeking these circumstances into account, there is
need for greater and more intensive co-cperation among govermments and other
trading partners. There was in particular, need for systematic arrangements for
regular exchange of informaticn, for periodic joint analyses to enable governments
to formulate their policies, and for consultation.

27, Many members were of the view that for certain commodities intermetional
arrangements might be negotiated, and that the tlements to be included in an
arrangement would have to be appropriate for the particular commodity concerned.

28. Several members con51dered that cereals, rlce, sugar and certain dairy pro-
ducts night be covered by international arrangenents which would provide for a
concerted storage policy and an associated price mechanism.
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29. Several members suggested that the meat sector might be considered as
suitable for an international arrangement.

30. Many members agreed that means must be’ found for participation in inter-
national arrangements at the appropriate time 'of major producers and consumers
who were at present not taking part in the multilateral trade negotiations.

3l.. For products not suited to international arrangements, several members
suggested that joint disciplines should be negotiated which would ensure that the
operations of exporting countries on world markets run smoothly.

32. Socme members stated that the negotiations should seek a steady expansion of
trade under stable market conditions, through co-operation of exporting and
importing countries and to their mutual benetit, and should take due account of
the need for- security of supply. This called xor an ‘examination of concrete
measures to:stabilize supply and prices including, inter alia, fair and just
international rules concerning export restriction measures. With increasing
international mutual dependence in agricultural and other products, importing
countries might become reluctant to rely on the supply of agricultural products
from other countries unless they were accorded effective guarantees for their

supplies.

33. Many members stressed that the key element which can léad to the creution of
enduring stability and security in world markets for certain agricultural products
was that of improved and secure access. There was need for greater predictability
of production and trade. Without a long-term assurance that markets were
available, there would not be adequate investment in productive capacity. This
implied a liberalization or dismantling of tariff and non-tariff barriers that
prevented increased, steady and secure ar~ess to markets as well as to supplies.
Some delegations believed that this might largely be accomplished by improving on
existing rules or formulating new ones which have general applicsbility to both
industry and agriculture, taking due account of the Ministerial Declaration.
However, -there may be special problems affecting trade in certain commodities,
such as those relating to food security, which may also require special attention.
The opinion-of these delegations was to some extent shared by some other delega-
tions, although they could not associate themselves with it entirely.

3. These members stated that in order to achieve & more open trading system
there was need for dealing with a broad range of governmental measures which
impeded and distorted international trade flows. Undoubtedly some degree of
international understanding on the use of trade controls relative to domestic
measures would be required. As part of such an internaticnal understanding, it
might be desirable to achieve a better co-ordination of those internal policies
which are undertaken to moderate extreme fluctuations in food supplies and prices.
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35. In relation to what is stated in the second part of paragraph 33 above, some
delegations felt that such an approach did not in fact take account of the
provisions ccicerning the agriculburzl sector referred o in paragraph 3(e) of
the Ministerial Declaration.

36. Some members stressed that the negotiations should aim at the elimination
or limitation of export subsidies and other export aids.

37. Some members also pointed to the need for effective measures to prevent the
subsequent erosion of access undertaking.

38. Many members pointed out that increased, steady and secure access to markets,
at adequate and predictable prices was of utmost importance for developing
countries, not only because of their current need for foreign exchange earnings,
but also because they needed a reasonable degree of certitude as regards fubure
earnings, to enable them to plan ahead effectively. Unless they could invest in
their economies - and especially in agriculture - with confidence, they would not
be able to expand production so as to meet their own needs or those of others.

39. Several members underlined that recent new developments in world markets do
not lead them to give a central place in the negotiations to the problem of
guaranteed access. To the extent that stability on markets had been achieved as
a result of implementing the international zgreements or joint disciplines which
had been agreed, the application of import mechanisms would be adapted to that new
situation. Those same members pointed out further that although the measures
already mentioned were designed to achieve an improvement of world markets that
would be beneficial for the developing countries also, complementary action would
have to be taken for products of particular interest for those countries in the
form of measures to be defined case by case so as to allow those countries to
improve their export earrings.

40. With regard to the first part of the above paragra;.a, some other delegations
felt that such an approach was not in conformity with the provisions of
paragraph 2 of -the Ministerial Declaration.

Task 15: Continuation of the studies already begun on sanitary and
phyto-sanitary regulations

41. The Group had before it a secretariat note (MIN/3E/W/2) summarizing the work
already completed or begun by the Agriculture Committee prior to the establishment
of the Group, and a further note, prepared at its request (MIN/3E/W/1l), relating
to the status of work on the Proposed Instrument for Preventing Technical Barricrs
to Trade (i.e., the draft code on standards), and on the concepts on which this
work is based.
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42. The Group recalled t:at it had invited the secretariat to get in touch with
competent persons in bodies.specialized in this field in order to discuss the
work that could usefully be done if and when a sub-group of experts were
established, and noted that the secretariat had, accordingly, got in touch with
FAO and the FAQ/WHO Codex Alimentarius Commission.

43. The Group agreed to inform the Trade Negotlatlonu Commlttee that it considered
that technical work still remained to be done on the question of sanitary and

phyto-sanitary regulations.

44. Several members felt that because of its technical and specialized nature,
the work should be entrusted to a.group of experts. They suggested that one of
the questions to be dealt with was to examine, on a conceptual level, whether all
sanitary and phyto-sanitary regulations were covered, and adequately covered, by
the Proposed Instrument, whether it needed further elaboration in this “respect or
whether other solutions needed to be sought. One of these members added that the
contractual commitments to notify and consult were a welcome feature of the
Proposed Instrument, which might however not cover certain types of health and
hygiene standards; he therefore suggested that the sanitary and phyto-sanitary
regulations be grouped into categories each of which should be tested against the
provisions of the Proposed Instrument to see if they applied.

45. Some members suggested that a review of the applicability to sanitary and
phyto-sanitary regulations of the Proposed Instrument should at the same time
take account of the work on packaging and labelling referred to in Task 13 of the
Programme of Work, as well as of possible other agricultural aspects in relation
to the Proposed Instrument. One of these members said that in this work, due
account should be taken of the wide variations among countries as regards food-
stuffs, consumption habits and distribution systems, and of the need not to
interfere with the proper functioning of health and sanitary regulations.

46. Another member suggested that the regulations should be investigated at the
technical level if it appears that they are being misused as trade barriers. He
suggested that the procedures under GATT Articles XXII and XXIII should be
followed, but that these might be supplemented by the establishment of a technical
body or panel of experts.

47. Some members stated that the work foreseen under Task 15 should not be merged
with work under other tasks, nor should an expert group be established to do it.
The questions should be examined in greater depth on the basis of the inventory
of regulations notified, with a view to finding an appropriate solution.
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Tasks 5, 6, 7, 11, 13 and 14: Tasks to be carried out in conjunction with otier

48. Tasks 5, 6 and 7, to be carried out in conjunction with Group 3(a) relate to
the determination, respectively, of the customs tariffs, the base year for the
collection of statistics, and of the unit of account to be used in the negotiation.
Tasks 11, 13 and 14, to be carried out in conjunction with Group 3(b) relate to

the study of the applicability to agricultural products of the proposed code
regarding countervailing duties and of the work relating to packaging and labelling,
and to the study with regard to import documentation.

49. On the basis of document HIN/3E/W/15 and Addendum 1, prepared by the
secretariat at its request, the Group noted the progress made in Group 3(a) and
3(b) respectively, on the tasks which had bsen assigned to them in conjumection
with Group 3(e). It was fnformed in particular of the decision of Group 3(a) %o
establish a tariff rate information file. It was also informed of the results of
the discussions in that group on the tabulations to be established as regards the
Generalized System of Preferences and most-favoured-nation reductions, since it
was proposed that these tabulations would cover also products classified in

BIN Chapters 1-24. The Group felt that a further examination was needed in order
to complete the varicus tasks.

Final observations

50. 1In view of paragraphs 3, 11, 12, 43 and 49, the Group wishes to inforwm <tie
Trade Negotiations Committee that it considers that the work assigned we the Groun
by the Programme of Work has not been completed in its entirety.
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ANNEX I

POINTS RELATING TO-PROGRAMME OF WORK

1. Group 3(e), established by the Trade Negotiations Committee on 7 February 1974,
met from 25 to 27 February 1974. It had before it the Programme of Work adopted by
the Committes (MTN/2) as well as the following documents prepaved by the secreteriat:

Consideration of Technical Work to be Undertaken (MIN/3E/1)
Check List of Basic Documentation (MTH/3E/W/1) and
Sanitery end Phyto-ganitary Regulations (MIN/3EAI/2).

The Group agreed to organize its discussion on the basis of document MTN/3E/1.

Work under poragraph 3 of document MIN/2

A. Inport measures

2. Teriffs. It was the wish of the Group that the detailed listings referred to
in COM.AG7W/B8/hdd.l be updated for BTN Chapters 2 to 24 so as to show tariff rates
and their status as of the latest date possible, preferably 1 Jenuary 1974, and
import values by tariff line for the latest year possible, preferably 1973, fcr the
countries listed under 4(2) in MTH/3E/W/1.

3. It was also the wish of the Group that in so doing, account should be taken of
the need of including analytical and technical work relating to tariffs under the
Generalized Systea of Preferences (GSP), as provided for by footnote 1 to the
Programme of Work. Before deciding on how to carry cut its task in this particular
ficld under the Work Programme adopted by the Trade Negotiations Committee, the
Group would wish to take account of the procedures developed by Group 3(a).

L. Quantitative restrictions. The Group agreed that the information contained in
docruments CCM.4iG/W/90/Rev.l and COM.AG/W/%B/Rev.l should be updated so as to show
also the position as of 1 Jznuary 1974. ,

5. 411 ticiparts to the negotiations listed under ..(3)(a) and a(3)(c) in
MTN/BE/W/fazre thereforc requested to supply to the secretariat the required
information by not later than 1 aipril 1974. This information should include the
reasons for the mcintenence or modification of the restrictions notified.
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6. The Group invited all other participants to the negotiations to supply
similar information to the secretariat as soon as possible.

7. On the basis of the information received, the secratarlat could issue a new
sumpary table to replace COM.AG/W/92.

8. State trading. I: was understood that notlflcatlons pursuant to
Article XVII:Z will continue as heretofore. S C

9. Variable levies and other special charges. The Group agreed that the
information on variable levies and other special charges should be updated and
that the information which will be submitted on this subject will be given in the
same form as envisaged in document COM.AG/9 and will cover the last flve years
which will alsc reflect the situation as of 1 January 1974.

A1l participants concerned are therefore requested to supply the required
information to the secretariat by not later than 1 April 1974.

10. Health and sanltarx regulations notified. The Group agreed that the
information contained in document COM.AG/W/68/Add.s should be updated so as to
show the position as of 1 January 1974.

11. A1l participants whosc measures are listed are requested to notify the
secretariat by not later than 1 April 1974 of any modifications in the measures,
giving or confirming reasons for maintaining or modifying the measures.

12. Participants wishing to notify measures not yet listed are invited to do so.
The new notifications will be issued with the consent, and comments if any, of
the country concerned.

13. Various non-tariff barriers. The Group agreed that document COM.AG/W/71
should be updated so as to show the position also as of 1 Jamuary 1974.

In principle, the same requests and invitations apply as in 11 and 12 above.
However, account will be taken of information on the subjects covered by
document COM.AG/W/71 already supplied in other contexts and contained in
documents MIN/3B/1 to 5.

B. Export measures

14. Inventory of measures and mechanisms influencing exports. The Group agreed
to update and complete document COM. AG?W?SI iwhlch itself is the updated version

of Spec(69)9/Rev.l to 15, and Spec(69)136).

15. Participants are therefore requested to supply or complete data for all
missing years up to and including 1973, by 1 April 1974 and to complete this
information in respect of export measures (applied or applicable) not covered by
the earlier documents. Reasons for introducing, maintaining or modifying the
measures should be given. 4 list of export measures existing on 1 January 1974
should be given, whether or not they were actually being applied on that date.
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16. Subsidies. It was understood that notifications pursuant to Articls XVI:1
would continue as heretofore. .

C. Producticn measures
17. Self-sufficiency ratios. (Spec(69)35/Rev.1)
Prices received by producors. (Spec(69)36/Rev.1)

The secretariat will update these documents, with the help of delegations
where necessary. 5 B

18, Agricultural Policies. In order to relate the measurcs notified to the
global framework of the policies followed, the members of the Group are invited
to supply the secretariat with statements on their present agricultural policies
by not later than 1 April 1974. It is understood that these statements might
inter alia be based on information and data supplied to other bodies and should
cover objectives (economic, social, etc.), the means employed to attain them, and
reasons for these; and relevant assessments,

D. Sypthesis

19. In .order to present an overall picture of the situation as regards agri-
culture in individual countries and its relation to the economy as a whole, each
delegation participating in work of Group 3(e) is requested to supply the following
deta by 1 April 1974, for the last five years:

I. Aree and population

(a) Total area utilized for agriculture (absolute figure and percentage
of country's total area);

(b) Utilization: percentage of agricultural land (i) under crops (broken
down by crop or group of crops), (ii) under pastures, (iii) other
(including erea set aside); '

(¢) Area éin addition to cbove) for potential utilization as agricultural
land (absolute figure and percentage of area utilized for agriculture);

(d) Percentage of total active population engaged in egriculture.
II. Production ‘
(a) Main agricultural commodities produced, giving approximate tonnages;

(b) Share of GNP derived from agriculture (percentage).
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III..ngortc

(a) Main agricultural commodities (including processed products) exported,
giving approximate tonnages,

(b) Share of agricultural products in total exports.

IV, Imports

(a) Main agficultural commodities (including processed products) imported,
giving approximate tonnages;

(b) Share of agricultural products in total imports.

20. In order to facilitate the updeting of the information relating to the
various products which one or. more delegations suggested for inclusion in the
work under paragraph 4 of document MTN/2, but which were not so included at the
present ‘tine, members of the Group’ are urged to give priority attention to their
notifications concerning these products (see paragraph 29 below).

21l. A delegation said that the documentation implicitly contained information

on certain topics such as licensing, standards, valuation for customs purposes,
export subsidies, and suggested tuat to make these matters more explicit the
secretariat might prepare an 1nventory of these specific topics so as to enable
the Group to consider at an appropria*te time how and when they might bs dealt with.

Work ﬁnder paragraph 4 of document MIN/2

22, The Group noted that the work to be done by it under this paragrsph was
the "collectlon of the data for each of the last few years and carrying out an
anslysis of recent changes in procdaction, consumption and supply of and demand
for agricultural products; identitication of the problems which result for
world agricultural markets end of their significance for an approach to the
pegotiations in the agricultural sechor”.

23. The Group agreed theat the work would cover the following products in the
first instance: wheat; maize; butter and skimmed milk powder; sugar; .cattle
and chilled and frozen meat thereof; 'soya and oilcake thereof; end wine.

24. It was noted that the secretariat would in addition prepafe data and
analyses on certain fruits and vegetables fbr which statistics were readily
avalilable,

25. The Group noted that this list of products had been established for the sole
purpose of the work under paragraph 4 of document MIN/2; that it remained
open-ended; and that it had no significance whatever as regards the product
coverage of the negotiations; i.e., that the fact that a product may not have
been included in this work in no way meant that it would not be included in the
negotiations.,



26. The Group agreed that the following series of data should be collected for
this work: production; opening stocks; imports; consumption; -experts; closing
stocks; world or in@ernationql prices; dqmestic and suppo;t prices.

27. The Group agreed that the data to be collected would cover-edch of the years
(or crop years) 1968, 1969, 1970, 1971, 1972 and to the extent possible, 1973.

28. The Group noted that while the secretariat, in order to compile statistics

on as global a level as possible, would make every effort to avail itself of
existing data, including data from specialized bodies, the co-operation of
governments would ‘be required for certain series, in particular as regards support
and domestic prices. It was agreed that governments would supply these data by
10 March 1974.

29. Several delegations, while accepting the consensus as regards present

coverage and the open-ended nature of the list of products, expressed the wish

that certain other products might also be covered. Reference in this connexion
was made to inter alia: certain cereals (e.g., rice, barley); certain fruits and
vegetables (e.g., citrus, grapes, apples, strawberries, tomatoes, onions); certain
dairy products and eggs; certain meats and meat products (e.g., poultry,

preserved meats); certain oilseeds and products (e.g. rapeseed, sunflower oil,
oilcakes). : ’ ’

Work under paragraph 15 of document MIN/2 A

30, The Group reaffirmed its agreement that the inventory of health and sanitary
regul%tions notified should be updated and completed (see paragraphs 10 to 12
above ), . e

31. The Group requested the secretariat to prepare for its next meeting a note on
the status of work on the draft code on standards drawn up by the Committee on
Trade in Industrial Products, and on the concepts on which this work is based.

32. The Group invited the secretariat to get in touch with competent persons in
bodies specialized in this field in order to discuss the work that could usefully
be done if and when a sub-group of experts were established by the Group.

Qther work by Group 3(e) in co-opeération with other groups

33. It was the general feeling in the Group that it would be desirable to await
the results of the initial meetings of the other groups concerned, which the Group
would then consider at a future meeting.

Other matters

34. The Group agreed to hold its next meeting on 2 April 1974.
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MEETING OF APRIL 1

1. Group 3(e) met from 2 to 4 April 1974 in order to continue its work on Task 4
of the Programme of Work (MIN/2). _ |

2. On the basis of the documentation before it, the Group proceeded to the analysdis
of recent changes in production, -consumption and supply cf and demend for the
agricultural products listed in paragraph 23 of MIN 3E/2. It was understood that
nembérs might, if they wished, pursue this analysis regarding these products as well
as citrus at the next meeting. It was also understood that members who so wished
might propose other products for examination under Task 4, that the Group at its

next meeting would select certain products for this purpose from among those proposed,
and that the secretariat in co-operation with interested delegations would then
prepare appropriate documentetion which would be examined in due tine.

3. The Group invited all delegations who wished to do so to submit in writing their
views on questions that had arisen in and the conclusions to be craswn from the
discussions that had taken place on the analysis of recent changes in world markets,
or on any other relevant question of interest to them. It was understood that the
texts submitted by members would be circulated by the secretariat in full. Members
concerned were urged to submit their views as early as possible.

4. The Group requested the secretariat to prepare, in good time before the next
neeting, a note listing the key points made by members regarding the analysis of
the gituation in world markets.

5. The Group agreed thaet at its next meeting it would proceed to the identification
of the problems which result for world markets for the products listed in

paragraph 23 of MIN/3E/2, and of their significance for an approach to the negotia-
tions in the agricultural sector. This work would be based inter alia on the views
subnitted by members ald the secretariat note referred to respectively in

paragraphs 3 and 4 above. In this connexion reference was made to paragraph 25 of
MIN/3E/2. .

6. Recalling that the Programme of Work states that each group shall in the course
of its work be guided by the Ministerial Declaration as it relates to developing
countries, the Group agreed to teke up this sspect in its work under Task 4 at its
next meeting.
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7.  The Group noted that the secretariat note relating to the Draft Code of
Standards (requested by it in MIN/3E/2, paragraph 31) had been circulated, and
agreed to revert to Task 15 of MIN/2 at its next meeting.

8. The Group also agreed to address itaelf at its next meeting to the tagks
which it is to carry out in conjunction with other groups. The secretariat will
inform the Group of the relevant results reached in the other groups concerned,
so as to enable it to consider or review them, as necessary. -

9.  The Group requested the secretariat to present to it at its next neeting a
progress report on Task 3, the updating and completion of the documentation. The
report should show the number of replies received and their coverage, and indicate
any major gaps in the information received. In this connexion the Group noted
that the secretariat intended to reissue the updated documentation in as practical
form as possible, but recognized that it could not usefully be consolidated until
the bulk of ‘the information has been supplied to the secretariat. The Group
therefore urged members to send in their information as soon as possible and in

as complete a form as possible. '

10. The Group agreed to hold its next meeting about one week preceding that of
the Trade Negotiations Cormittee.
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ANNEX_ITI
KEY POINTS MADE AT MEETING OF APRIL 1974

1. The present document was prepared in response to the request by the Group for a
note listing the key points made by members at its meeting from 2 to 4 fpril 1974
regarding the analysis of the situatlon in world markets (MIN/3E/3, paragraph 4).

2. At its meeting, the Group proceeded to the analy51s on the basis of the
following documents:

MTN/BE/W/B and Addenda 1 and 2 Wheat

MIN/3E/W//. and Addendum 1 - Maize

MIN/3E/W/5 and addenda 1 end 2 Butter and skimmed milk powder

MTN/3E/4/6 end Lddendum . Sugar

MTIN/3E/W/7 and Addendum 1 Battle and chilled and frozen meat thereof
MTN/3E/W/8 and Corr. 1 and Addendum 1 Soya and oilcake thereof

MTN/3E/W/9 and 4ddenda 1 and 2 - Wine

MTl\I/BE/W/lO and Lddendum 1 : Citrus fruit

3. The Group noted that the aim of the documentation before it was not to provide
comprehensive and detailed statistics, but to present a general survey of the situation
in various commodities, so as to enable the Group to identify the problems which
resulted for world agricultural markets and their significence for an approach to the
negotiations. _

General discussion

4e A momber pointed out that situations of short supply occurred from time to time,
Twice since World War II they had led to grave concern as *o the world's ability to
feed its people. yet each food crisis was followed by surpluses and falling prices
as a 1esult of which a few countries, and especiesily his, were forced to teke on
responsibility for supply mancgement for the entire world, by means of production
restroints end stockpiling., Perlods of shortage should therefore not be considered
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in isclation from other periods. The objective of the negotiations.shunidbbetrto
find solutions to all types of problems that will face ~gricultural trade in the
next five, ten or twenty years. To identify the problems one should look not
only at supply, demand end price data, but also at relcted aspects such as changes
in weather, policies affecting production and trade, and economic developments
outside agriculture. He recognized that social; political and other economic
objectives undergirded governmental policies for interwentior in agricultural
markets and that they must be taken into account in negotiations. These objectives
had often Jed governments to develop domestic policies with insufficient
consideration for their global effects.  The differences and interrelationships
among” commodities should also be recognized. Price variability was the symptomy
not the cause, of the problem. The functien of price was to allocate goods in
consumption and resources in production. Although policy measures and interventions
might at times be warranted, they should not unduly hamper this functipn.

Past experience showed that ahy set of rules intended to govern world
agricultural trade must be flexible enough to accommodate a variety of supply/
demand situations. In a number of years there had been surpluses in various
commodities, in some cases generated by high price supports and restrictive trade
barriers. Many governments then subsidized exports aggressively, artificially
depressing world prices and encouraging the introduction of import protection
schemes, At other times, a combination of bad weather, short-sighted policies
and rising world demand created shortages which led to export restrictions aud
price controls within national economies. -Between the two extremes,.there were
periods when the market mechanism might have allocated food and feed reasonably
well throughout the world, but was faced with trade distorting measures which
limited imports, subsidized exports and thus distorted production and trade
patterns, usually to the detriment of consumers and producers. Understandings
mugt therefore be achieved among governments on the use of trade measures under
all kinds of supply/demand conditions, including surpluses and shortages.
Exporting countries might be reluctant to meke commitments to expand production
unless they arc assured of continued access to foreign m:rkets, while importing
countries might be reluctant to increase their dependence on imports without

some agsurance of steady supply. To relieve resulting tensions, a najor aim of
the negotiations must continue to be the reductidn of agricultural trade barriers
consistent with domestic commitments.. The agricultural trading system should be
improved so-as to enable governments to honour their commitments to farmers as
well as consumers'at lower levels of protection, to the benefit of both. At the
same time, thé understandings on the use of trade méasures would make countries
willing to ‘accépt a greater degreée of interdependence in the agricultural area.
(The full text of the statement was issued as MTN/3E/W/12.)
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5. Some members commented in detail on.the factual changes that had recently
occurred in the level of production and the factors underlying them. Going
beyond conjunctural developments in 1972 and 1973, the present situation should
be attributed to the long-term evolution of agricultural production which for
some ‘years in the world as a whole and for most products had been characterized
by & slowing-down tendency in the annual growth rate. The other salient
characteristic ‘of agricultural production in recent years had been the increasing
importance of variations in the volume of production from one year to another.
That two-fold evolution of production was the comsequence of a whole series of
factors (whose respective rdle varied according to the product concerned), such
as weather variations, difficulties encountered in maintaining the growth rate
achieved in the mid-sixti»s, depression of prices in world markets causing a
contraction of investments to augment production and industrial processing
capacity, policies pursued by importers and exporters. In the present climate
of uncertainty it was difficult to ascertain what implications those changes
and the factors underlying them held for the future. Indeed, one must take
into consideration climatic 'and meteorological phenomena which the World
Meteorological Organization (WMO) believed were changing fundamentally in certain
regions,. the intensification of utilization of available resources to which any
increase of production was tied, making the latter more dependent than ever on
inputs {(which in recent months had known some new developments), and likewise
the recent tendency on the part of governments and agricultural producers to
manage their policy in relation with the short~term situation.

6. A member said that the data revealed some basic facts from which certain
implications .could be drawn. Basically, the recent changes in supply and demand
had revealed little more than that when supplies were short, prices rose.
Jecondly, in a period of shortage supplies might be withheld from the internationsl
market to meet domestic requirements. Among the contributory factors underlying
and aggravating the present shortages were the policies which created uncertainties
in the market. Without some certainty of access to markets, there was little
incentive to increase production. Agricultural production cannot be turned on
and off like a tap in response to stop-go measures taken by governments. While
it might not have been possible to avoid shortages altogether, their impact might
have been lessened had the supplying countries hLad security of access. The last
few years had shown that when prices exceeded certain levels, protective devices
became unnecessary and had in certain instsnces been relaxed or suspended by

some major importers. Thus, if world prices were at or above remunerative levels,
bigger trade flows resulted. On the other hand, account must also be taken of
consumer reaction to high prices leading to decreased demand, and of rapid price
fluctuations which generate uncertainties for producers. It was difficult to
agsess supply and demand prospects, especially as these vary from commodity to
commodity. Given therefore that the outlook was uncertain, one should examine
what could sensibly be done at both ends of the supply/demand spectrum. None

of the developments in the last two years removed the need for secure markets and
adequate prices.



TS - 12 -

7. A member said that it was clear that for some major commodities supplies
were short, prices high, and carry-over stocks at reduced levels. In his view
the situation would not last, and agriculture would continue to be characterized
by fluctuations in supplies and demand, and a degree of uncertainty. Security
of supplies must have as basis the co-operation of importers and exporters,
developed and developing countries, in matters of production and trade. Although
some developing countries had succeeded in increasing production, the increases
often fell short of the targets, and tended to be smaller than those achieved

by developed countries. There was need to create a stadle world agricultural
system which would provide an increased share for the trade of developing
countries. Access, especially for products from developing countries to markets
of developed countries, had an important part to play in such a system.

8. A member sald that the Group's review should be considered in the context of
developments in the post-World War II period, in order to assess whether the
recent changes that had led to tight supplies and high prices were structural or
temporary. Hc¢ considered that present shortages were the result of a complex
interaction of various forces including the reaction to the agricultural
recession of the preceding years which had led to a withdrawal of resources from
agriculture in many efficient producing countries; the development of complements
to and substitutes for imports in consuming countries; adverse climatic conditions;
and to an accelerated rate of economic growth and an upswing in demand.
Mechanisms were already at work to counteract these forces: more resources were
again being put into agriculture and certain import barriers were being
temporarily relaxed; it could not be assumed that such an adverse series of
interrelated conditions would again coincide with low stocks; the general level
of economic activity was likely to be dampened by the costs and problems of
availability of energy, and this would in turn affect demand for agricultural
products. In his view delegations should not envisage a negotiating approach in
terms of surpluses or shortages, but rather in terms of the problems affecting
particular commodities, although certain common elements might underlie the
various solutions. Thus, there was need for greater predictability of production
and trade, for adequate institutional arrangements and a framework for
agriculturasl trade, and for stronger liaison between producing and consuming
countries. He recognized that while commodity arrangements were not a universal
remedy, they were nevertheless appropriate for certain key products. Means must
be found for participation in such arrangements at the appropriate time of major
producers and consumers who were at present not taking part in the multilateral
Yrade negotiations. Improved access was an important element in any arrangement,
as without a long-term assurance that markets were available there would not be
gdequate investment in productive capacity, as the recent situation of under-
investment in agriculture showed.
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9. A member pointed out several factors which in his view had important bearings
on recent changes and future prospects of supply situations. First, the rise in
income levels had contributed to the structural changes in world consumption.
There had been an increased demand for protein foods, and hence an increase in
demand for feedgrains. In addition, demand had risen in developing countries

for certain other products, such as sugar. Secondly, while agricultural produc-
tion in developing countries had risen significantly in the late sixties, the
expansion was subsequently slowed down because of inadequate infrastructure and
insufficient inputs. Thirdly, it had been difficult to assess the import
requirements of countries with non-market economies, and this unpredictability had
contributed to the shortages. Lastly, the instability of the market induced
additional purchases over and above the requirements that would have existed under

stable conditions.

10, A member said that an analysis of the situation should involve a broad
approach and also cover aspects such as employment or research. He recognized
that GATT was competent in the field of trade, whereas the broader problems were
being tackled elsewhere; for instance in the Preparatory Committee of the
forthcoming World Food Conference. He considered that forecasts, such as those
made or planned by FAO, OECD or certain cormodity councils would be useful, and
said that he did not share the doubts expressed by other delegations as to the
utility of forecasts. He felt that account should be taken of the work of these

other bodies,

1l. A member stressed the need to differentiate between long-term trends and
short-term aberrations. Shortages in the past had been followed by surpluses,
depressed prices and harm to producers, especially those relying heavily on
international markets. This situation retarded the adjustment made necessary by
the recent. changes. An approach to the negotiations must be flexible so as to
be able to deal with both shortage and surplus situations. The continued
unpredictability of access and resort to export subsidies led to a deliberate
cutting down of production, which subsequently accentuated the reductions in
output caused by climatic factors. The lesson to be drawn from this was that
exporting countries must not be reduced to the rdle of residual suppliers, and
that export subsidies, which have a detrimental effect on world markets, must be
removed. It was not possible to reach agrecment that the present situation
represented a turning point in supply and demand. Production could be expanded
under the right conditions of high prices and assured access. The growth in
demand differed from one commodity to amother; in the case of meat, for instance,
production might lag behind demand. Appropriate trading arrangements should
therefore be designed to attemate or accommodate different supply/demand
situations, to ensure adequate farm incomes and to safeguard the interests of

consumers.
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l.. A nmember expressed agreemert with the need for reduction of tariff and non-
tariff barriers, especially those that were high or very restrictive, and for

the creation, maintenance and stabill iy of access to murkets. He suggested that an
attempt should be made in the negotiations to reach agreements on key commodities,
although such agreciients might have to differ in form or content from past
commodity agreerents. There was need for increased co~operation and consultation

among goverm:zents. on prospects and intentions.

13, S:nc members pointed out that there had been various new developments at the
consumption level in the past few years. While, as alraady noted, the eXpansion
rate of agricultural production had been relatively slower in recent years than
in the 1960's, on the other hand the growth rate of consumption had accelerated
over the same period as a result of both population increase and higher income
levels. The latter factor, they added, had furthermore contributad to modify the
pattern of consumption, which had shifted toward expensive and protein-rich food-
stuffs. In addition, major food shortages had occurred in verious regions' &f the
world. Commenting on future prospects for consumption of agricultural products,
in particular in the light of recent developments, these members pointed out. that
consumption of certain products could perhaps adapt to the current supply situation
and that for other products this could affect narke: equilibriun. Referring to
changes in supply and demand these members shared the views expressed by others.
They emphasized that while price instability had become more pronounced in recent
times, it was nevertheless a chronic phenomenon in agricultural markets. In the
negotiations the governments should therefore endeavour to solve that problem too;
the international co-operation structures established in the preceding decade
would have to bs reactivated and where necessary modified to take account of the

new situvations.

Wheat and maize

14. A member, pointing to the wide crop failures in grains in the last

two years and the changes in the supply and demand picture, said it was
difficult to determine whether these phenomena were temporary or indicative

of a long~-term scarcity. A study under way in his country of yearly variations
of output of wheat around a trend line for 1950 to 1972 seemed to lead to thé
following conclusions: in the period considered, upward deviations were more
frequent than downward deviations;. the downward deviations were larger;
fluctuations were expzcted to continue; a balancing of upward with downward
deviations did not indicate equilibrium between supply and demand; the: largest
shortfalls had occurred in a developing country in Asia, in a -centrally~planned
economy which as a result entered the market much more strongly in 1772 than
in previous years, thus undoubiedly becoming a major factor in the present
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situation, and in his own country, the only one among them where the reduction
in output had been the result of deliberate policies. At ome time his country
had been holding one third of the world's wheat stocks. The high level of
unsalable stocks had not been due to full use of productive capacity (as
acreage had been withheld from production) but primarily to policies by other
countries leading to an uneconpomic use of resources.

15. Some members observed that while world wheat production had grown rapidly
since 1960, there had been a slow-down during the last five years. Secondly,
production was extremely variable over time. The same considerations applied
also to maize. Turning to the possible causes of changes in production, they
pointed to some fundamental modifications that the world's climate seemed to be
undergoing. It appeared thet the earth was gradually cooling off and, if

this was so, this might provoke an alteration in wind currents and hence in

the distribution of rainfall and the occurrence of droughts. This raised the
question whether variations in output might not become even more pronounced in
the future. Another cause of variations lay with govermments, who allowed

their actions to be guided by situations prevailing at a given time, so that their
grains policies tended to be short-term. Short-term decision msking by producers
themselves also contributed to the variations. The recent slow-down in the
growth of agricultural production was a reflection of the high dependence of
agriculture on additional inputs, which had been ussd with increasing intensivity
in the past. Higher energy costs, reduced availabilities and higher prices of
fertilizers might already have had an influence on levels of output. Since last
autunn in particular, the energy crisis might have had a non-negligible impact
on production, especially of high~-yield varieties which require a high input of
fertilizer. Similarly, the fight against pests and diseases by means of chemicals
which had helped to increase production in the sixties might be hampered. These
various factors were likely to influence future expansion and variability of
output of crops as a whole. :

16. & member considered that the factors underlying recent changes in

supply and demand for wheat were the following: the failure of some countries to
achieve the desired growth rates in production, in particular the developing
countries faced with rising populations. Secondly, the instability of production
in non-market economy countries, together with stronger demand in these countries
for feed grains needed for expanding the animal sector, Thirdly, the failurs of
the major producing countries to foresee the increase in demand and to take
appropriate action in advance. is regards prospects, he considered that taking
into account the substantial decrease in stocks, a long time would be required
to replenish them to more adequate levels. Secondly, sustained efforts would be
required in developing countries for a number of years to raise production to meet
population needs. Thirdly, it was difficult to assess the possibilities of
stabilizing supplies, in particular those of non-market economy countries.

These considerations led to the conclusion that the world market for wheat would
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remain relatively tight for a number of years to come. 4s regards maize, the
factors underlying the situation were the unexpected and enormous purchases by
some non-market eccnomy countries and the continuously growing import demand
reflecting rising trends in demand for animal products in developed countriss.

4n additional factor relevant to the future was that in those developing countries
which had attained a certain level of per caput income, demand for animal products
wasg expected to grow further. Taking these factors into account, it would appear
that future availablilities of maize would be éven more restricted than those of
wheat. This indicated the importance of expanding the production of maize and
other feed zrains with a view t.. stabilizing the market. .

17. . member said that the ieasons for the variability of trade and of the
slow-down in the expansion of production in the last five years had to be sought
against the beckground of a longer and more reépresentative period. i major
factor could be seen in the relatively small proportion of world production
entering international trade which was thus easily rendered volatile by
fluctuations in demand in the major consuming countries including the large
purchases by certain centrally-planned countries. It must be recognized that
world production had increased during a period of supply restraints exercised

by the major wheat producers and exporters. The efficient producers had the
possibility to expand production further, but had not done so because of the
depressed expectations and the unstable world market outlook. It was true

that climatic factors had importantly contributed to the recent instability of
production and that this coupled with the rundown of stocks, had led to the tight
supply situation. However, producing countries could not increase production with-
out an assurance of being able to dispose of supplies.

18. GSeveral other members ahared this view. One of these members said that it
must be recognized that some govermments had taken deliberate and costly action

to reduce output. The lack of secure access had affected the level of inputs such
as fertilizers. Referring to the observation made by a member that exporters

hed not foreseen the situation and had failed to take appropriate steps, he

said that the same applied to importing countries. The exporters were not the only
group with responsibility. Their market returns were reduced by the very fact
that they were carrying stocks, and this burden should be shared. Forecasts indi-
cated higher world production of wheat in the coming year, if weather was normal.
Taking a longer view, he expected that the stronger market situation would

bring forth more supplies, that input shortages would not affect output in his
country, and that yields would countinue to rise. The negotiations in GLTT should
develop a basis for giving producers erough confidence in the market to produce
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for it. Growers in his and the other majcr wheat countries would be ready to expend
production if the market rewarded them for their effort. A reasonable basgis

would be one that allowed a more open and more competitive market structure to
exisgt, while also allowing certain measures to be taken to accommodate

fluctuations from year to year. As one could not read the future, the trading
arrangements to be worked out must be flexible enough to accommodate whatever

situation arises.

19, 4 member sald that questions of climate obviously lay outside the scope
of the multilateral trade negotiations, which should above all deal with trade
barriers, giving full consideration to Part IV of the GATT.

20. A member, recalling that concern about possible future shortages had led

to the declislion to comvene a World Food Conference, said that in the past

shortages were shert, and surplus periods long, though the past did not necessarily
repeat itself, and population continued to grow. What was needed was stability,
organized markets, an assured continuity of supplies, and a system in which
countries would take account of one another!s situation. Trade barriers should
therefore be eliminated, and market access ensured. Agricultural production

could not be turned on and off like a tap, but, as recent events had shownm,

imports could, and had been. He hoped that the negotiations would succeed in
eliminating such practices.

2l. A member pointed out that if it was difficult to plan ahead in temperate
zones, it was even more so in the tropics, where producers of tree crops had to
take planting decisions six or seven years before the crops would appear.
Access was therefore particularly important, as producers were not ready to
produce unless they were assured of finding markets at reasonable prices.

22. A member sszid that a country wishing to meet the nceds of its consumers
could do so through its own production, through the maintenance of national
stocks, or through imports. He queried some aspects of the concept of efficient
production. 4 country must itself decide to what extent it should rely on its
own production, even at slightly higher prices, and to what extent on imports.
The fact that only a small fraction of production entered world trade meant

that small changes in supply or demand provoked large changes in international
prices. He therefore shared the view of those who called for greater stability
and greater regularity in the market as an objective of the negotiations.

23. A member said that his country had long-term countracts with a certain degree
of flexibility: it was not possible to forecast prices, especially in times of
monetary instability. A main objective should be an equitable international

divislon of labour.
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2. A member said that medium or leng~term trading arrangements should be
envisaged providing for a certain size of imports in conditions acceptable to
exporters and importerss He suggested that the time was ripe to consider the
kind of errengement that would be appropriate, and the conditions and elements it
might realistically contain.

25, A member, expressing agreement, said that such arrangements should respect
the interests of developing countries and of smell producers, and should provide
access to markets for their products.

> o e - e —

Soye and oilcake: ere

26. A member scid that the changes in the soyabean merket were directly dua to
changes in the beef and feed complex, and thet devslopmente in soysbeens and czke
should be seen cpainst the troad complex of protein feeds. World soyabean produc:
tion had been continuously expanding in recent years, but demand for them haé srown
relatively strongly because of production declines or supply difficulties in other
ccuponents of the protein feed complex, such as fishmeal, sunflowerseed and
zroundnuts. The market was relatively free of restrictions and any efforts at
introducing rew restrictions should be firmly resisted, as proteins were needed

for human consumption directly or indirectly.

27. A member pointed out that the production of vegetable oils could be
influenced not only by factors of access and price, but also by. possibilities. of
substitution, including substitution by synthetics for industrial use., It was
thus difficult to assess or forecast the supply and demand situation correctly,
and to treat soyabeaens and meal in isolation.

28, A fmember said it was well-known that the tight situetion in the soya marke*
had been largzely caused by reduced availabilities of anchovy meal, sunflowerseed
end groundnuts. Future factors were the relatively limited areas suitable for
soyabean production, the difficulties in raising yields, and the doubts as to
whether future supplies of fislmeal could be increased sufficiently to offset the
rising demand for protein meel+. It would therefore be too optimistic to assume
that the market would be free from interferences and shortages in the long term.

29. Some members saw similearities between the situation in meals and cakes and in
grains. There had been increzses in production in both sectors, that of soyabeans
in particular having doubled between 1960 and 1973. In both sectors, periods of
boom seemed to be followed by stagnation and then by lesps ahead. In the case of
soyabeans, the recent increases had only served to offset production shortfalls
elsewhere, especially those in fishmeal, linseed cake, copra and other oilseeds.
The expansion in soyabeans seemed to be hampered by inadequate efforts to improve
yields or quality in some countries (with some notable exceptions in certain
developing countries) and by the competition for land between soya and other crops.
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The higher prices had thus failed to act as an adequate stimulant to production,
nor had access to markets ensured sufficiently high output levels to meet demand.

30. In comment, a member said that proposals in certain markets in 1968 to meke
imports of soyabeans dearer had affected the outlook of producers in his country.
Yields tended to be stable because soyabeans responded little to additional inputs.
Additional acreage was however available, in spite of competition for land from
maize or cotton and provided they were not discouraged a second time, his country's
producers could meet demend. Given certain conditions, production could in the
next ten years rise by some 44 per cent above the 1973 crop, and an increase in
exports was projected for 1974.

Dairy products: . bubter and:skimmed milk powder

31. Some members observed that between 1968 and 1971, dairy production had
declined in their countries and in the world as a whole. While this tendency

had continued &t world level, it had become slightly reversed in their countries.
A major dairy vroducing country had recently emerged as a large importer and
other importers had also made themselves felt in the world market. These mexnbers,
as well as other exporters, had experienced some difficulties in supplying dairy
products. The increase in feed prices had created as yet umsolved problems,
especially as regords dairy cattle. '

32, A member vointed to national policies as an important element in the world
dairy situation. Support policies existed in all major dairy producing countries
with the excention of his own and perhaps one other. The fact that the quantities
of dairy products traded internetionally represented only some 10 per cent of
world production, made dairy trade very sensitive to changes in policies and in the
demand and supnly situation. There were a number of reasons behind the current
shortages: on the supply side, his country, a major supplier of dairy products,
had suffered three successive drought seasons. Earlier, herds had declined as

a response to the low prices and difficulties of access in the late sixties.

The physical efforts inherent in dairy farming had also acted as a disincentive.
There had been some decline in production in the other major producing countries.
On the other hand, areas of import demand had rscently emerged in Latin and

North America and in Asia, merkets that had earlier been closed. Demand for
proteins was groving in developing countries. In Europe and elsewhere, there

was strong demand for milk protein for cattlefeed. Demand for butter, on the

other hand, experienced a consumer reaction against high prices and under the
influence of medical propaganda. Nevertheless there had been an element of
stability in the market, which was to some extent a reflection of the arrangements
made in GATT, an¢ of the discipline in trade practices on the part of ¢ i
countries. I outlets were assured, production and supplies uwould be safepuarded.
A great dealdepended on how povernments woulé manasme their production policies,
and this questicn would represent a major area in the negotietions.

P
¥
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33. A member said that the change from surpluses to relative shortages of dairy
products was related to action taken by some governments to decrease production
and stocks, as well as to the emergence of a new major importer. As regards the
future, a disparity was anticipated between stable demand for butter and rising
demand trends for skimmed milk powder both for direct human needs and as cattle
feed.

34. A member said that for some time the decline in dairy herds in his country
had in certain years been offset by increased yields, but that a decline in milk
output had again occurred in 1973. The long-term reasons for the decliues were
high labour costs and the unwillingness of farmers to work a seven-day week,

In the more recent period, high feed costs had been a contributing factor. Given
the declining cow numbers it was difficult to assess future developments, Output
was expected to stagnate at present levels, but much depended on labour and feed
costs and on domestic demand.

35. A member said that questions of predictable access were fundamental. There
were no prospects of a long-term production increase in his country unless his
government was convinced of long-term favourable price and access conditions in
i%ts major markets.

36. A member said it should be recognized that a variety of facters played a
r6le in different commodity markets. It was hard to make reliable forecasts.

It was therefore necessary to consider the likelihood and durability of different
long-term trends and at the kinds of market arrangements that should be made to
modsrate their impact.

Sugar

37. A member noted that the present sugar situation was one of tight supply and
shortages, with prices at record high levels. World consumption had in recent
years grown at above 3 per cent per annum, reflecting increasing standards of
living and increasing demand. Production had failed to keep pace, even after
quotas under the International Sugar Agreement had been suspended. Stocks had
been continuously reduced. He believed that in the current year production and
consumption would bslance, and that no significant increase of stocks was
expected. In the event of major crop failures the present shortage might be
maintained or worsen. Although present prices were several times higher than
those producers and consumers had been ready to discuss in earlier negotiations,
they had not led to higher production levels as they had in 1963. This was
significant, because it showed that producers, and especially those who relied on
export markets for cane sugar, remembered that in the 1960's when high prices and
hopes for markets had led them to increase output, their plans had been thwarted
by an increase in sugar production in certain key markets. Although his country,

and many developing ,:untries, had the cspacity and could produce more if trading
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arrangements were adequate, his country was not prepared to take such a declsicn
and run the same risks as in the past. New cane mills and new land were expensive,
and could not be financed without sor - assurance as to | cices and markets. His
government believed that conditiows c¢iulsied. for sensible international action

on sugar marketing and it would continue %o work towards an effective international
agreement. While the present time of high prices might not be right for reaching
agreement acceptable 40 producers and consumers, it must be recognized that the
industry's vulnerability to price and monetary fluctuations would inhibit further
expansion of output unless firm marketing arrangements acre made in the context

of either the International Sugar Agreement or of secure bilateral arrangements.
His government would continue to =upply imporiing nations on the basis of
reasonable bilateral agreements, which should be capable of being incorporated
into a multilateral agreement with full economic provisions.

38. A member, in broad agreemenx,sald that prices depended on supply and demand
but only if market forces were given free play, which they were not, especially
as regards international trade in sugar. In the absence of assured market access,
he could not forecee an expansion in production which involved long-term expensive
decisions. He, %00, would like to see the present International Sugar Agreement
strengthened and made meaningful for producers as well as consumers.

39. A member said that his country, as one of the largest importers, attached
great importance to the sugar trade. The situation had been tight since 1971,
after production falls in a major Latin American and a major centrally planred
country had been followed by only slow increases in major producing countries.
The price response had been amplified not only by speculation but because

about one half of international trade was undertaken through special channels
and arrangements., Future market conditions for sugar depended among other things
on how production could be expanded in response to growing demand.

40. A member said that the facts of the market were knowh, and that a major
point of concein was the present low | wvel of stocks. Trere were three ways

of increasing production: improuving gioductivity of existing mills; expanding
or restructuring of existing industries; and the creation of new units in
producing countries or in those where there was no production at present. 4An
increase was linked to retvurns on and security of investments. During the last
ten jears investments by international bodies had been below optimum, and had

led to the creation of only three new installations in the world. Investmert was
therefore the fundamental problem, and the international trade negotiations should
result in a mechanism that would promote security of investments.
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Cattle and meat

/1. Several members pointed cut that according to projections made by various
bodies dermend fcr bovine meat in the major importing areas would continue tc
outstrip domestic supplies and that in these circumstances there would be a
continuing requirement to import significant quantities of bovine meat.

42. In the view of scme of these members who were also traditional or major
suppliers tc Western Eurcpe of live cattle or chilled and frozen meat, it was
necessary to find an arrangement under which long-term investment cnd production
in exporting countries was not discouraged as had been the case up t¢ ncw as a
result of both the magnitude and the variability of the charges imposed under the
import régime of certein countries. One of these members, noting that it had no
c¢bjections against these countries! protective régime as such, stated that it was
in the interests of importers as well as exporters to establish an element of long-
tern stability for production and trade s> as tc give exporters the incentive to
produce and importers the benefit of essured supplies. What was sought was not
absolute certainty but relative security as it existed in cther arcas of trade.

43. Another of these members observed that although world prices had increased
significantly since 1970 and import charges had been suspended or reduced, the
increase in price had teken place against a general background of inflaticn in
which the cost of feeding stuffs in particular had been affected. The prospects
of a rapid increase in supply did nct exist and in these circumstances measures
aimed at restricting imports werc not justified and could induce a sense of
uncertainty cn the part of producers, whereas the willingness of exporting
countries to expand their stucks of cattle was an indispensable condition to an
assured supply »f btovine meat. It was the view of this member that in the
negotia.ions charges and duties should be sought which cllow for o level of price
which ensures the profitability of the industry and the expansion cf production
in the supplying countries, It was necessary ic achieve a-certain stablllty in
irport charges witaout which uncertainty as te wutlets would diminish the will to
praduce and become & reason for declining producticn and an important obstacle to
the expensicn necessary to meet demand.

Lh. A member noted that recent rostrictive neasures against imports had prejudiced
the exports of less-developed countries and had implicaticns as regards investment
in the develspment of cattle stocks. In this connexion referencc was made to

the ingtability czused by the variable levy and the nd‘..ptation of an important
market to this system., Catile numbers had incrcased in his country and would
continue to d» so given a certain security in respect «f ccess and prices in the
coming years. Account had t> be taken of the fact that meat producticn was based
un a relatively long production cycle, which in the case of replacement cattle
extended to five or six years. 1In the interests of expurters and importers a more
regular and stable situation had to be established and certain price levels
respected. To this end efforts must be concentrated on putting some order into
the merket through cormonly accepted disciplines and this was a responsibility of
importers and exporters.
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45. Another member said that his country supplied a number of geographically
diverse and separate markets, and noted that the current market situation was
complex and unstable. In common with other major producers it had increased its
production and would continue to do so if the conditions of world trade provided
stability and access. The projections ‘that had been made indicated a favourable
situation for exports of bovine meat. However the maintenance of remunerative
prices would depend on sustained levels of real economic growth in major importing
countries. Consumer reaction to higher prices and the impact of higher energy,
feed grain and fertilizer costs would play an important réle in meat markets in
coming years. Furthermore a situation had been seen where the international meat
market had been extremely volatile and subject to fast turnarounds in market
outlook due to stockholding and stockpiling by importing countries and exchange
rate fluctuationz. In such a’ situation of uncertainty and where major markets
changed their import policies on short notice, exporters had great difficulty in
coming to a firm view as to the long-term prospects for meat production and trade.
He expressed the hope that during the course of the negotiations there would be a
very detailed analysis of the world meat market and that some conclusions, and
hopefully some solutlons, could be ‘arrived at which would allow exporters to
conduct and increase their trade on the ba51s of predictability of access and
remunerative prices.

Citrus fruit

46. A member said that according to his information there were substantial
changes in prices of citrus fruits in 1973-1974. He felt that these changes
might indicate a new trend which would characterize, international trade in citrus
fruits in coming years. As the document on citrus fruit prepared by the
secretariat showed, there had been a certain stagnetlon of prices in 1968 to 1973.
It had been accompanied by a considerable increase in costs of production and
marketing expenses, resulting in a substantial decrease in revenue for producers.

47. A member underlined the structural problems in the field of citrus fruit,
caused by low demand elasticity, a rapid expansion in production and a relatively
Jower growth in demand, which in recent years had resulted in a depressed market
situation with low prices and unsatisfactory returns to producers. The general
objectives of an international market policy for citrus fruit should be to assure
fair returns to producers and simultaneously to provide adequate supplies at
stable prices.

48. A member, expressing agreement, said that his country had a large production
of citrus fruit but exports were small and had not risen with recent increases in
output. It was hoped that exports would be raised as e result of the multilateral
trade negotiations.

49. A member, by way of preliminary comment, welcomed recent improvements in
market access conditions, though they were only temporary. He hoped they would be
confirmed for some time to come. Certain sanitary regulations still presented
problems which he hoped would also be overcome.
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ANYEX IV

ELFPARATION OF DOCUMENTATION

1. Task 3 (set out in paragraph 3 of document MIN/2) is "bringing up to date and
completing the analytical and statistical documentation assembled in the context of
the Programme of Work adopted by the CONTRACTING PARTIES in 1967 in respect of all

agricultural products (Chapters 1 to 24 BIN)".

2. The information submitted by delegations in accordance with the agreement
reached at. the mesting of the Group from 25 to 27 February 1974, (document” MTN/3E/2
paragraphs 2 to 20) will be issued as a new series bearing the symbol: MIN/3E/DOC/-

and the general title: GROUP 3(e) - BASIC DOCUMENTATION.

3. The following documents in the series are in course of preparation:

MTN/3E/DOC/1 Synopsis

MIN/3E/DOC/2 Agricultural policies
MIN/3E/DOC/3 Prices receivud by producers for certain agricultural products

MI'N/3E/DOC/Z Self-sufficiency ratios for certain agricultural products
MTN/3E/DOC/5 Inventory of measures and mechanisms influencing exports

MTN/3E/DOC/6 Inventory of variable Jevies and other special charges on
imports '

MIN/3E/DOC/7 Inventory of quantitative import restrictions applied by
countries covored by the Joint Working Group

MTN/3E/DOC/8 Inventory of quantitative import restrictions applied by
countries other than those covered by the Joint Working Group

MI'N/3E/DOC/9 Inventory of sanitary and phytosanitary regulations notified
MTN/3E/DOC/10 Inventory of various non-tariff barriers notified
MIN/3E/DOC/11  Tariffs. Progress rcport on the Tariff Study
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L. For reasons of convenience, the above documents will in genersl consist of =
cover sheet with separate addenda for each country or group of countries.

5. Delegations which have nct yet submitted the information requested (see
GaTT/ALIR/1071) should consider the present note as a reminder tc do so as scon
as possible, in order to enable the secretariat to proceed with the preparation
of the documentation as envisaged by the Group.
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ANNEX V
VIEWS SUBMITTED BY DELEGATIONS

1.  SOUTH AFRICL

From the studies as well as the views expressed at the wmeetings of the
Agriculture Cormittee and, more recently, of Group 3(e), it is clear that the high
tariff rates and lack of secure access, arc two of the major problems facing world
trade in agricultural commodities.

While it is true that climatic conditions and diseases may have affocted world
supplies of certain agricultural products adversely thc conclusion thot lack of accoss
has bcen a major cause of the unbalanced supply and dcemend position of thesc
comoditics on internaticnal markets, can hardly be contradicted - ospecially when
account is taken of thc fact that the lattor problci has now cxisted for a long tiic.

In vicw of the spiralling costs of production, increascd freight ratcs and
nonetary uncertaintics, greator access to world markets and perticularly security of
access and in some instancos lower tariffs would be essential if intcrnational trade
in agricultural products is to be placcd on a sound footing and shortages arc to be
avoided in the futurc.

In this rcspeet attention is drawn to the record of South Africa as a rcgular
supplicr to world markcts of certain agricultural products such as sugar, wool, fresh
and canncd fruits, despitc its erratic and unfavouroble weather conditicns. This
could be achicved partly because of the fact that South Africa has enjoyed, up till
now, rclatively sceure acccss to world markcets for thoso products.
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2. CANADA

In Conada's view the following conclusions can be drawn from an analysis of

recent changes in world commodity markets:

1.

4 wide range of factors has led to higher prices and significontly lower stocks
for many farn products in the last few years. In the past periods of relatively
short supply and high prices have been followed by pericds of over~supply and
depressed prices.

#hile the relative weight given to the various factors may vary somewhat from
commodity to commodity and from country to country, an examinction of current
and post market conditions for the agricultursl commodities under review suggests
thot the cwrulative effect of years of unduly restricted access, the widespread
use of export subsidies and other export aids, and the consequent build-up

of burdensor. stocks, has been to discourage the expancion of economic and
officient agricultural production, to force curtailment of production in some
cases, and contribute significantly to the uncertainty of supplies and the
severity of agricultural commodity price fluctuations. In addition, in view of
rising production costs, there mey well now be a reluctance on the part of many
producers to increase production unless solutions are found to some of these

problems.
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With rcgard to thc implication of this enalysis for the Multilatcral Trodc
Negotiations, Canada would draw thc following gonoral conclusions:

l. Barriors to acccss, both tariff and non-tariff, continuc to bc key factors
in the trade in agriculturcl products;

2. Wide fluctuations in supplics and prices of agricultural products on 2
world basis can bc moderatod by tradec liberalization.

In tho Canadian view, the Multilateral Trade Negotiations should attempt to
establish a framework for intcrnational agricultural trade which would cncourcic
cxpansion of cconomic production and thcrcby increasc the sccurity of supply of
agricultural products at rcasonablc priccs. We could sce attaining this by:

1. A substantial inprovcment in and continuing agsurance of access to world
markets by the dismantlement of tariffs and non-tariff barriors;

2. Eliminating export subsidics and other aids to exports;

3. Whore appropriate for certain cormodities, dévcloping commodity arrangcments
which contain a range of cloments;

dee Effective measurcs to pfe#énﬁ the subseqﬁent erosion of access undertakings.
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3. EUROPEAN COMMUNITIES

LESSONS TO BE DRAWN »i0M THE SITUATION ON WORLD IIRKETS
FOR THE APP’%OACH TO BE h.DOPTED IN THE “GRICULTU’{“L NEGOTTLTIONS

o e ——

During the last meeting in ipril, Group 3(e) agreed to continue, at its next
session, its analysis of recent changes which have affected the world's egriculturel
nerkets and to begin discussions on the icdentificction of problems crising in these
narkets and 'bhe sumlflcance of these problems for an cpproach to the cgricultural

negotiations.

To fc,cilitate dlSC\laSlonS, delegations were invited to send in writing to the GLIT
secretariat, their views on the questions raised.

This docurent sets out the view of the Europcon Economic Cormunity on all questions
which will be discussed during the next neeting oi Group 3(e).



MIN/5 - 30 -

ie  SURVEY OF THE PRESENT SITU.TIGH

1. Tho prcsent situation on the world's cericultural nerkets differs fron thet
which hos existed throughout riost of the lost twenty yoeors.

Wherecs previously cericultursl production was oxponding nore ropidly than
effective demaond ond ehocks held by the nojor exporting countries csswied alerning
nroportions, on opposite situation hes now »nrevailed for rather mors than
eishtecn rnonths. For niany cericulturcl products and foodstuffs, therc oxists
inbolonce between world supply cnd denand which cezused o sipnificent fell in stocks
and o snectaculor cnd widespreod incressc in prices.

2. In the view of the Coimunity, these rccent chenpes dffecting production,
conswmtion, and vorld supply ond demand, result fron a combination of new ten-
dencies which havu developed over the last few years end accidentel circunstences.

3 There is no doubt that world markcts were in 1973 affected by the exceptional
denioné for cerecals cnd soyabeans allied with ¢ messive intervention on the
nerket by new buyers oné o drastic fall in the supply of fishmeal and rice, all
this in conditions of increasing inflection.

o This combination of events ocecurred at a tine when the annual growvth rate in
the vrocuction of ost amricultural products had been slowing down since the end
of the previous decade, this peneral trend beinp sonetiiies obscured by the ups and
dovms of production fron year to year.

The sustained ond progressive running down of stocks, which provecd inadequate
in the circunstances vhen foced with the events of 1972/73 is the nanifestation of
this trend.

5. It is-@ifficult to know with certainty the factors responsible for this trend
in »nroduction. Soie cen, however, be indicated but without specifying their
reshective impacts:

(=) elinatic factors which affect zericultural out»nut each yeor appear in
recent yeers to have influenced the trend of production ebnormolly. Scientists
question vhether these climatic chanpes are of a long-tern: ncture or only o passing
phenoiienon; o

(b) the sustcined high growth rate of production achieved ot the end of the
sixties wos only possible thanks to a nore intensive use of ovailable resources,
investilent ond imputs. Though it is true thot feoctors of production are still not
fully utilized, they are not inexhcustible and their utilization becoiies econoniczlly
ilore cnd uore costly;
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{e) instability of prices which characterized international trade in
some important egricultural products caused producers to adopt a cautious asttitude
regording their production policies;

(d) = furthernore, it seens that governments tend to gear their agricultural
policies and especially their stockpiling policies to-annual fluctuations in produc-
tion and prices.

6. At the same tine, consurption has continued to expend in peneral os o result
of population prowth and higher earnings, with the latter factor also inducing
consuers to turn uore towards expensive, high~protein foodstuffs.

7. This oonvergence of cconoriic end structural factors has brought about for some
inportant products a considerable increase in prices on nerkets which have, in any
case, alueys been prone to instability due mainly to the fact that internastional
trade bears only upon a snall proportion of world production.

B,  liLJOR PROBLENS FLCING GOVERIMENTS

8. Since the present situation is characterized by a snortage of supsly in nany
world apricultural merkets, the question is houw long this situation ccn lest.

The uncertainty suwrrounding this questicn is heiphtened by the unforeseeable reper-
cussions of present problems in the energy and nonetary fields.

In these circumstances any cpproach to the proble: of the world's agricul-
tural nzrkets, whether it be plobel or product-by-wvroduct should allow for any
future developnient: +the continuation of present shortames, the reapnecrance of
surpluses and the elternetion of these situations.

9. Price instobility, which has always been a feature of the world's cegricultural
narkets, has becone nore narked es a2 result of the clincte of uncertcinty which such
instability elso helps to perpetuete.

This also is a problen which rmst be tockled, and it nust be tackled in con-
Junction with the other.

10, The extent and ncature of these probleis have also tended to undernine inter-

nationel co-pperation which has been unable to sdjust to them. This lack of
concerted action has resulted in accentuating these problems.
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C. GEumitAL APPROACH TO THESE PLROBLEMS

11, In consideringz the procedinz points, it is the view of the Community that the
approach to the agriculturzl negotiztions should:z2in-to create, in zccordence with
existing policios, their principles ond mechenisis, conditions for a better
adjusted supply situction which vill enatle world markets to develop along lines
nore sctisfactory to importers ond exporters alike.

12. In order to ensure, as tetween the various commodities which compriae the
agricultural sector, cn allocetion of resources which corresponds with foreseeable
consuwiier denands, systematic orrangenients should be nede for a remulcr exchange of
information on the'basis of which periodic onalyses of the situztion could be
cari-ied out in comnon so that each government could then ncke use of these
enclyses in fomv.la*inp its volicy.

13, For tne basic procducts which ere essentlal to human nutrition and decisive
for the equilibriun of the agrchltural sector such as cereals, rice, sugar and
the riost homogeneous nilk products, interncotional agreenents should be negotiated.
These zpreements should contain nachinery which -should be adapted to the narket
choracteristics of each procduct concerned for correcting the market imbelances
vhich result inevitably from the fluctuations 1nherent in azrlculturﬂ; nroduction.

This nachinery should proV1de for the establishment of a concerted storage
policy which, while facilitating the iuplenentation of food ﬂﬂd prograines would
be so desirned as to absorb surnluses or to ensure adequcote market supalies in the
event of shortages.

It should include a price nechanisnm, the stabilizing r'éle of which would
have to be reinforced by the storome policy and which vould include elements which
would serve as guidelines for the action to be teken to increase or reduce stocks.

14. In the ccose of other nroducts which cre not suited to interncational agreemsnts,
joint disciplines should be nemotictad which would ensure that the onerstions of
exnorting countrics on the world nerkets run anoothly.

15. To the extent thet stebility on world nocrkets has been achieved as a result
of Lmlenenting the internaiioncl am*eenent., or joint cdisciplines which have been
arreed, the ap»nlicotion of iport mch onisps will be adapted to this new
situction. :

16. The Cormunity cons:.ders that such a globel approa ch would, by further
safesvarcing trading conditions, ensure thcot world trade would develon in the best
interest of both cixporters and importers.
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4o JAPAN

The view of the Government of Japan with regard to Item 4 of the Work Programme

(This view will not prejudge, in any way, the position of the Government of
Japan in the Multilateral Negotiations, it being understood that it has been sub-
mitted to the secrctariat in the context of paragraph 3 of MIN/3E/3.)

I. Problems of the world supply-demand situation and international trade in
agricultural products

(1) The world supply-demand situetion in agricultural products, after having
experienced a surplus for a number of years, showcd a shortage in 1971 =nd 1972. The
stock levels of the main agricultural products have becen sharply diminished, and
their priccs have conscquently soarcd. The economy of importing countrics, whethcr
developcd or developing, has thus becn greatly affccted by such changes in the world
supply-demand situation. Although therc were somc signs of improvement in the warld
market as a result of the growth of agricultural production in 1973 mainly duc to an
increase of production in the USSR, it should be pointed out that there has been a
growing amount of anxicty ond nisgiving as to the futurc supply-demand situation
because of the expcrience of the pest two years as well as the factors which are
described in sub-paragraphs (2) end (3) of this paragraph. (Although the production
in the main producing countrics is incrcasing, therc is no denying the fact that
there is a dirc need to rcplenish the stocks which have beon significantly reduccd.
For thesc rcasons, the situation will remain unstablc at least for the time being in
terms of supply-demand, thc volune of tradec, and the lovel of price of the main
agricultural products.s
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It should oleo be recognized that o new problen area has becn created in the
internationel tradc systcm by a serics of cxport control mcasurcs which have been
taken in the coursc of the recent changes cf supply-decnend situation.

(2) Ais was pointed out in carlicer nectings of this group, in spitc of the inmprove-
aent of production techniques, onu cannot counteract the influence of recurring
abnormal wcather conditions on a global scalu, and this fact was well reflected in
the rccent changes in the supply-demand situation. As soile delegations polnted
out, such a shortogce in sgricultural products has happened before and in the past
we menaged to tide it over through the concerted efforts of the countries con-
cerned. However, in analyzing the factors which have affected the recent changes
in the supply-dcaand situaticn, and in the proccss of future work, in the view
of the Japanesc Governacnt, we should reflect upon the follcowing fundaaental
actors, and not risk buing beguiled by merely superficial phenonicha:

(a) 4an increasc in domestic and import demend for, in particular, feed
grains which follows the expansicn of livestock’' consumption mainly in
developud countrics;

(b) 4 rupld increasc of population in dcvelopzng countrlcs and the stagna-
tion of food productions there;

(¢) The instability of agricultural production in centrally-planned
econcay countrics which have come to oxcrcise increasing influence on the
trends of intcrnationnl agricultural markets, and an incroasing demend
for feed grains with the expansion of the livestock consumption in those

countries;

(d) Unpredictability as to the-future prospects of the intecrnational narket
which ney be attributed to thc fact that wherezs the world supply-acmand
situation of agricultural products is undergoing a substantial change,
adcquate information on production, consumption and other relevant
clenents are not aveilable., (The main cxporting countries had some
difficulty in taking appropriate production and export ineasures to
mininize possible serious impacts on consuning countries, because they
did not)flnd thenselves in a position to foresee the rapid changes in
deniand .

(3) In addition to the zbovc factors, the following. elements nay be regarded as
thosc factors which substantially affected the world agricultural market in 1972

and 1973:
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(a) the parallel economic growth of the main countries;
(b) world wide inflation;
(c) instability of currencies;

(d) speculative activitieé in commodity dealings.

II. The itens to be exnmlnad in connexlon with tho work under the latter part
of- Item 4 of the Work Programme .

It is desirable not only for the consuners in importing countries but also
for the produccrs in oxporting countries, to stabilize the world supply-demand
situation and international prices of agricultural products. From this point
of view, the Japanese Government is of the opinion that the basic approach to the
forthcoming agricultural trade negotiations should, in line with the general
objectives of the negotiations, considering the special nature of the agriculturel
sector and based upon mutual benefits through co-operation of exporting and
importing countries, seek for a steady expansion under stable market conditions.

Furthermore, in the process of negotiatinns, due consideration should be given
to such objectives as the effective use in the long run of limited resources, the
solution of the world food problem, quantitative -expansion and stabilization in
the supply of agricultural products.  These considerations are made -imperative by
those conditions relevant to the future supply-demand situation of agricultural
products which may be summarized as population increase, expansion of the live-
stock consumption, influences on agricultural production caused by weather con-
ditions and the limitation of. agricultural 1and resources.

On the ba51s of the above cons1derations, it will be suggested that the
following ele..ents be exanined in undertaking the assignnents under the latter
part of Item 4 of the Work Programme, that is to say, identification of the
problems which result from world agricultural markets and of their significance
for an approach to negotiations in the agricultural sector.

(a) It should be recalled that in the past trade negotiations the main
efforts were concentrated on the aspect of an expansion of the access to
import markets and the nmaintenance of the negotiaition results. 4nd in
the examination of techniques and modalities, which was undertaken
within the framework of the Agriculture Comnittee of the GATT, discussions
were focused upon the aspect of inport access, and no approach was made
from the view points of supply.
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(b)

- 3% -

However, the recent events in the field of international trade have
incicated a necessity for the examination of conerete measures to
stabilize the supply and prices. In regpect of agricultural trade
particularly, it is important to eliminate the factors which may affect
a stable supply to the importing countries of the main agricultural
products, such as foodstuff, through fair and just international rules
concerning export control measures. .The international mutual dependence
is beconing nore apparent even in the field of agricultural products,
and importing countries will probably be reluctant to rely on the supply
of agricultural products from foreign countries unless they are accorded
such effective guarantees for their supplies.

Furthernore, exporting countries must be equipped with adequate stocks
in order to continue a stable supply to importing countries.

The following elements should also be examined:

(1) the establishment of an international co-operation system for the
collection of information about agricultural products and for their
analysis; .

(ii) the provisions of measures to protect traditional and regular
trading countries from possgible distortions caused by countries
trading erratically;

(iii) the relationship between the food problems of developing
countries and agricultural trade negotiations.
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5, NEW ZEALAND

TRADE, NEGOTIATIONS COMMITTEE: _ GROUP 3(e)

Statement of New Zealand Views on Task b

In the New Zealand v1ew the most 31gn1f1cant development in recent years was
the 51multaneous advent of climatic conditions which adversely ‘affected agricultural
produttlon in a nunber of reglons. This oceurred at a tlme of generally buoyant
demand conditions, assoclated with strong 1nflat10nary trends throughout the world.
The high commcd1ty prices, and the rare experlence of unilateral relaxstions of
import. pollcles by a nurber of major countries which this 31tuatlon promoted,
served, hcwever, to underline the basic 1nstab111ty of productlon and trade in

agricultural products which, in the absence of internationally sgreed stabilization
measures, has always been characterlstlc of the sector.

Seen in the longer term perspectlve, the recent shortages cannot be regarded
as 1nd1catxng a major structural shift in the supply/demand patterns for gll
agrlcultural.products and as heralding e continuing short. supply situation. This
has been hlghllghted by developments.this year when the previous upward trend. of
prices for socue major temperate agricultural products has significently reversed,
vhile some: commodities have faced the reintroduction of severe and disruptive
protective measures ot the frontier.



The experience of the past few years, therefore, has added 2 new dimension
to the uncertainties which are inherent in agriculture, pointing to the damaging
effects of both relative shortage end relative abundance. But it has to be
remembered that in addition to climatic influences, the tight supply situation
for some products was also a reflection of producer reluctance to expand
production in the face of uncertainty of access in the major markets, the threat
of disruptive protective action and distortions in marketing resulting from
export subsidizationm. . ,

The major question to be resolved in the negotiations, therefore, is how
to create enduring conditions of security in which producers dependent on
export trade will be given the incentive to maintain and expand production at
levels necessary to meet the demand engendered by a growing world population
end higher living standards, while being confident of assured market access.
This will involve the identification of those elements which have contributed
to the uncertainties of the past and a reconciliation of these in a way which
allows the objectives of these negotiations, the expansion and liberalization
of trede, to be achieved for the agricultural sector.

Assurance of market access is obviously a key element in achieving any
secure basis for continued long-term trade expansion in agricultural products.
It is appreciated that climatic and other factors cam on occasion bring ebout
surpluses on & scale sufficient to constitute a major threat to national
production patterns and commercial trade. Conversely, relative scarcity can
threaten consumption levels and aggravate price inflationary trends. Another
question to be taken up in these negotiations, is therefore, whether arrangements
can be reached which would give more certainty to international trade in
agricultural products in periods both of surplus and of shortage, involving,
inter alia, the safeguard measures vwhich might be justitied under specified
conditions together with the limitations which might be placed on them, and the
circumstances under which supplies might be assured to the international market
in times of shortage. MNevertheless, if they are to achieve their objective,
access provisions must represent an enduring security irrespective of temporary
fluctuations in production levels and market conditionms.

The participants in the negotietions will also have to decide on the
negotiating procedures most appropriate to achieve the objectives of the
negotiations. For some agricultural commodities it should be possible to secure
stability and expansion cf trade, through across-the-board approaches of the
kind being discussed for industrial products. Production and trading
circumstances are not the same however for all commodities, and for certain of
them individual commodity solutions will need to be pursued and new kinds of
multilateral arrangements devised to deal with the range of problems that face
the international trading commmnity.
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6. AUSTRALIA

ANALYSIS OF CHANGES IN WORLD AGRICULTURAL MARKETS
Australian View

Fluctuations in supply and prices are not new phenomena in world agricultural
trade., The main feature of world export prices of agricultural commodities compared
with manufactured exports. prices over the last twenty years ls a more or less steady
erosion in the terms of trade which has only been arrested in the last twe years.

Many of the influences affecting world agricultural production are of an episodic or
cyelical nature. In anelyzing changes in past ysars and in seeking to identify the
problems for world markets and their significance for an approach to negotiations in
the agricultural sector.the Australion delegation considers thst detailed considera-
tion needs to be given not only to actual changes in production, consumption, and
prices and in the level of trade but also the underlying causes of instability whether

short term or longer term.

Australia has been responsive to ¢ situnticn of world shortage in recent years

through diversification and increased investment particularly in the livestock sector.

he Lustralian Government took account of representations fronm importins ccuntries of
the need to expand exports and their expectation that trade would increase at a steady
pace. The situntion at the present time is far differcnt from that of only a few
months ago. Two of the major markets for Australian beef exports have been effectively
closed on an indefinite basis. These restrictive measures have been imposed without
prior consultation between the countries concerned and exporting nations.
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A mjor conclusion drawn by the Australian delegation from the consideration
of these matters is that lack of gecure access to markcts will have a serious
inpact on the longer tern development of sgricultural export industries and will
adversely affect the generation of necessary investment. Any approach to the
multilateral negotiations should cover shortage and surplus pcssibilities equally.

In order to achieve stability with growth in world agricultural markets
and trade the Australian delegation supports the negotiation of the level of
protection for agriculture along with the framing of internationally agreed
guidelines on aspects of nationzl policies affecting international trade in
ogriculture and the negotiation of long-term intermationel or bileteral commodity
egreenents for approprizte commodities. Where comrodity agreements are not an
appropriate or practical sclution in relation to the problem of greater stability
effective moans of international liaiscn and consultetion should be developed.

Negotiated measures may need to be impleﬁented through national policies or
through international acticn or a combination of both tc achieve greater long-term
stability in world agriculturzl trade on both the supply side and the demand side.

Whilst the circumstances of individual commodities vary iAustralia considers
that there are a number of questions which suggest themselves in seeking tc
identify the problems for world markets and their signlflcance for an approach
to negotlations. : _

(=) What scope exists for national or 1nternatlonal measures by both
exporting and importing nations to counter short-tern fluctuations in
supply and denmand.

(b) What scope exists for national or iriternational measures to reduce the
likelihood of chronic shortege or surplus in the longer term.

(c) What scope exists to establish mechanisms to reduce fluctuations in
domestic and international prices and to maintain prices at levels that
are remunerative to efficient producers and fair to consumers.

(d) 1In association with action to provide a framework for a more stable and
growing world market for agricultural products how can existing trade
barriers be reduced or removed and the imposition of new barriers of
either short or long-term character avoided.
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(e) What steps are open to be taken regarding other measures or mechanisms
which may cause instability in international agricultural trade.

(f) Where rmore fornal arrangements or more highly developed solutions are
not appropriate or practical is there a consensus in favour of
developing effective means of intermational liaison and consultation,
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»,  UNITED STATES

It was egreed ot the Group's second meeting that delogations should prepare
statenonts of their views on:

"Questions that hod arisen in, and the conclusions to be drown fron, the
discussions that had tcken place on the analysis of recent changes on the
world narket, or any other relevant question of interest to them."

Boforo we stato the factual conclusions which we drew from the assessment of recent
changes in world narkets, it is appropriate to recall why we have undertcken to make
this assessment. It wes not undertoken as a routine foct-finding exercisc. This
would, of course, have been appropriate under ony circumstonces. However, circum~
stances worc not normel. In 1972 world food production declined for the first tine
since the end of World Wor II. There was o tremendous upsurge in the world!s import
denand for food grains cnd feedingstuffs. World norket prices of basic farn products
doubled ond tripled ond some countrics folt obliged to imposc, for one reason or
enother, oxport rostrictions thus further reducing the supplies availeble on the
world narket. Our discussion focuscd, therefore, on the question whether the
phenonenc which we obscrved in and sinece 1972 worc morely temporary or whether they
wore indicative of new trends in the world's srein ond feedstuffs supply.



- 43 = MIN/5

The conclusions which we draw from the anclysis of rccont developnents foll
into two parts: On the onc hand, we beliove that cn evaluction of recent developnents
does not woarrent the coneclusion that we have arrived at a turning point in the world's
supply and denend of cgricultural comedities. It is apparent that the »roduction
response triggered by high prices aond deliberate United States farm policy adjushicmts
produced o turn~around in the whoot, focdgrain and protein meal. situdtion in the past
crop year. World wheat and feedgrain prospects for 1974/75 rencin strong-production is
provisionally put at 2 and 3.6 per cent, respectively, cbove 1973/74. Output of
oilseeds end neals (soybean neal basis)»in 197/), is estincted to be 1S per cent zbove
1973 and a continued irprovenent is foreseen for 1975. Thcse developrients shouléd
nore thon satisfy werld requirenents so that nany countries con begin to replenish
reserves that were seoverely reduced last year. In other words, we do not believe
that the recent events on the world markets indicate a pariod of scarcity. On the
other hand, recent experiences inCicate that we canrnt disniss the possibility of
z renewal of temporaory shortames or surpluses in the future.

l. The shortfalls in production, while of major importance in individucl countries,
were not of extraordinery dimensions on a world scale. - In 1972/73, as compared to
1971/72, world rice production declined by only 5 per cent; world wheat production
declined by only 2 per cent; world feed-greain »roduction deelined only by

3 per cent; ond the output of oilseeds and meals (in terms of ieal) increcsed
actually by 3 per cent.

2. The shorteoges in individual countries were tronslated into a very strong import
demand. Compered to the previous year, wheat imworts in 1972/73 increasec by
26 per cent, feedgrain irports by 21 per cent and irports of meals by 4 per cent.

3. It was pexrtly, in consequence of this extroordinory strong inport dencnd the
location of supplies relative to denand and transfer problens that the prices of
wheat and other greoins as well as of feedingstuffs increazsed so strongly in 1972/73.
However, it nust be pointed out that the nhenciienal rise in prices was not only due
to the strongs import demand zenerated by the shortfalls in production in certain
comtries, bubt also increasing population, rising incones and associated changes in
dietary hcbits. The increcse in the prices of these products wos further stinulated
by the gencral inflationary clinate in which it took place. It wes further inten-
sified by the restrictive export policies of certain countries which increased
uncertainty with regcrd to supplies thereby increasing denané through precautionary
and speculative purchases.
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4o Tinally, it nust be pointed out that the tight supply situation on the
world markets was as much the result of ill-guided policies as of unfavourable
climatic conditions. Had import pclicies of many countries not forced the
ngjor exporting countries to restrict their production and had there been a more
retional distribution of stocks throuphout the world there would have been less
tension on internat 1ona1 markets and greater Shpplles available in world markets.

56 Thus, our generql conclu51on is that the events of the past two year“

should not be interpreted as indicating that the growth potential: of the world's
agriculture has been impaired and that we face a period of scercity. In reaching
this conclusion we also take account of recent theories ccncerning long-

term changes in the world's clinate, Thece. theories do not represent at the
present time more than unproven hypothesus. They cannot serve as point of
departure for future p011c1eg.

6. Alcng with these theories there may also be new factors and forces such as
the recent structural changes in the cil market and changing relative prices for
industrial raw materials, which will-have an important influence on world agri-
culture in years to come. Yet the presence or absence of these forces does nct
alter the general conclusion of productisn variability in agriculture. Hence
we cannot enter negotiations with the expectation that the future will be
characterized by either permanent shortaze or by permenent surplus.

Our factuel analysis of recent changes in supply and demand contained
implicitly alsc the "problen" which we are called upon to identify. We believe
that this problem arises because governments in meny cases have implemented
agricultural policies without due regard for their zlobal effects. These
policies were characterized by the fact that meny importing countriss pursued
restrictive import policies which prevented the full deployment of the productive
capacity of efficient exporting countries; and that a nucber of exporting
countries restricted exports at a time when they were most needed.

In the United Stdates view the solution of this problem calls for a morzs opcn
trading cnvironment than has oxisted in the prst, leading to o bstter allocation
of resources, increascd productivity and specialization permitting efficient
producers to respond quickly to the growing and changing patter of consumer
demand worldwide. Such a system will lead to a better and more stable balance
of supply and demand. - Moreover, such a system will be better suited to cope
with temporary imbalances that may arise from time to time.

To achieve a more open trading system we sec the need for dealing with a
broad range of governmental measures which impede and distort 1nternationa1
trade flows. Undoubtedly some degree of international understanding on the use



- 45 - MTN /5

of trade controls relative to domestic measures will be required. As part
of guch an international understanding, it may be desirable to achieve a
better co-ordination of those internal policies which are undertaken to
moderate extreme fluctuations in food supplies and prices.

These are the views of the United States regarding the identification
of problems and negotiating implications resulting from the commodity
studies this group has conducted. We believe these views provide a
realistic and workable framework upon which to base further work as these
negotictions go forward.



