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FOR THE #PPROACH TQ BE :DOPTED IN THE uGRICULTURAL NEGOTIATIONS
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FOREWORD

During the last neeting in April, Group 3(e) agreed to continue, at its next
session, its analysis of recent changes whizh have affected the world!'s agricultursl
nerkets and to begin discussions on the identification of problems arising in these

.narkets and the sign:.flcance of these problems for en- ;.pproach to the cgricultural
‘ne potlc.tn.ons .

‘To facilitate discussions, delesub:.ons were 1nv1ted to send :Ln wrltlnv to the GATT
secretariat, their views on the questions raised. A

This document sets out the view of the Europcm Economic Comunlty on all questions
which will be dlscussed during the next meeting of Group 3(e).
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L vsmvaY OF THE PRESENT SITUATTON

1.- The prcsen‘b mtud::on on the worldls L.p:r:.culturql nerkets: differs fron. thet
wh:.c‘x has exn.sted throup;hout nost of the last twenty yo..rs.

dhereﬂs prev:.ously agriculturcl product:.on was expe.ndmv nore ropidly than
-gffective-denand and stocks held by the major exporting countries dssuried alerriing
proportions, an opposite situation has now prevailed for rather more than - .
eighteen: ronths.  For nany agricultursl products and’ foodstuffs, there ox1sts
“irbalonce bebween world supply and demand which ceaused z sigmificent. £211 in stocks
.and 2 spectaculor end widespread increzse in prices.

2. In the view of the Cormunity, these recent changes affecting production,
consuption, and world supply and demand, result from a combination of new ten-
denc:v.es which have developed over - the last few Years end w.::c:.dentul cix cumstonces.

3. There is no doubt that . vorld narkets were in 1973 offected by the e*{ceptlonal
dencnd for cereals and soyabeans allied with z messive intervention on the
:mrket by new buyers and a drastic fall in the supply of fishreal and rice, all
this" in cond:.tlons of increasing 1nf1at10n.

4. This conbinf..t:.on of events occurred at o time when the amnual srovth rate in
the proc:uct:.on of most apgricultural products hod been slowing down since the end
of the previous decade, this generczl trend being sometines obscured by the ups and
dovms of production from year to year.

The sustained and progressive runnlnp doun of stocks, which proved inadequate
in the circunstences when foced with the events of 1972/73 is the menifestation of
‘bhlS trend.

5. It is dlfflcult 40 know wrbh certainty the fc,ctors resnons:.ble for this trend
in productlon. -Soiie- cen, - hovever, be indicated but without SpGle,Yln" their
respective impacts:

(2) oliuatic factors which affect zgriculturcl output each year appear in
recent yeers to heve influenced the trend of production ebnormally. Scientists
quest:r.on whether these cllma.tlc chanpes are of a long-tern nc.ture or only passing
pheno.;enon, R '

(b) - 'the ‘sus"b‘;iu'ied h:L"'p'h srowth rate of production achieved ot the end of the
‘sixties was only possible thenks to a more intensive .use of available resources,
investoent and inputs.. Though it- is true that factors of production are still not
fully u‘b:.l:.zed, they are.not mexh&stible and thelz- utilization becoiles econor..lcally
nore dld aore ¢o qtly,
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(e) instability of prices which characterized international trade. 1n
sore important agricultural producto caused producers to ".dopt a cautious attltude
rep':u"d:.np' their production pola.cles, , .

(c.) furthernore, it seeus. that govermlents tend to-gear their a'zrn.cultural
policies and especially their stockpiling policies to armual fluctuc.t:.ons :m produc-
tion and prices.

6. it the same tine, conswiption has continued to expend in genercal as a result
of population.growth ané higher e...rnmp's, with the latter factor elso mducmp
consuiers to turn iore towards ezpensive, high-protein foodstuffs.

7. This oonverp'encc of cconoriic end structural factors has brou;zht '\bou'b for some
Lipportant products & considersble increase in nrices on nerkets which hove, in any
case, ‘.lmys been prone to instability due ma.:v.nly to the fact that uﬁternatlonal
trade bezi's only upon a snmall propartion of world production.

B.  1iJOR PROBLENS FALCING GOVERIENTS

8. Since the present situation is characterized by a shortage of sup»ly in nany
world agricultural merkets, the question is how long this situation ccon last.

The uncertainty surrounding this question is heightened by the unforeseecble reper-
cussions of present problems in the energy and monetary fields.

In these circunstances any approach to the problen of <the world's agricul-
tural nerkets, whether it be plobel or product-by-product should allow for any
future developrient: the continuation of present shortagmes, the reaprearance of
surpluses and the zlternetion of these situations.

9. Price instability, which has z2lways been a feature of the world!'s agricultural
nerkets, hes becone nore marked as a result of the clmg.te of uncerteinty whlch such
instability also helps to perpetuate.

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

10. The extent and ncture of these probleiis h;\ie a1so tended to undermine inter-

national co-o.:ration which has been unable.to edjust to them., This lack of
concerted action has resulted in accentuating these problens. '
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C. 'GENERAL APPROACH TO THESE PROBLEMS

11. In considering the preceding poiats, it is the view of the Community that the
approach to the agricultural negotiations should ain to create, in accardance with
existing policies, their principles and mechanisms, conditions for a better
adjusted. supply situation which will enablé world markets to develop along lines
nore satisfactory to importers end exporters alike.

12, - In order to ensure, as between the various commodities which comprise the
agriculturzl sector, en allocation of resources which corresponds with foreseeable
consurter demands, systematic errangements should be nede for a reguler exchange of
infornation on the basis of which periodic analyses of the situation could be
cerried out. in comwn so that each govern::.ent could then mcke use of these
"anc.lyses in fornul;.tmp' its uollcy.

13. For the bas:.c produc'bs vhich ere essential to human nutrition and decisive
for the equilibriun of the agricultural sector such as cereals, rice, suger and .
the most homogeneous milk products, internctional agreenents should be negotiated.
These zgreements should contain nachinery which should be adapted to the market
characteristics of each product concerned for correcting the market imbalances
which' resu.lt inevitably fron the fluctuations inherent in a;::rlcul'bur‘.l production.

Th:.s nachinery should prov:.de for the establishment of a concerted storage
policy which, while facilitating the iuplementation of food aid prograimes would
be so. designed as tc absorb. °ur31uses or to ensure adeou te merket supnlies in the
event . of shﬂrta.ges. . :

: I“ should include a price uecham.sm, the stabilizing role of wh:.ch would
have to be reinforced by the storage policy and vhich would include elements which
:would serve as mcel:.nes for the actlon to be teken to increase or reduce stocks.

14. In the c¢:se of other aroc.ucts wkich are not suited to international agreements,
joint disciplines should be aegotiated which would ensure that the owerations of
exporting countries on the world narkets run smoothly.

15. To the extent thet stebility on world narkets has been achieved as a result .
of imilementing the internationzl agreements or joint disciplines which have been
agreed, the 8.1)"110;:(’:1‘01’1 of import mechenisns . will be adapted to this: ‘nev
s:.tu...‘c:.on. :

'16. The Connunrby considers that such a global approach would, by fu..ther .
safeguarding trading conditions, ensure that world trade would develo» in the best
interest of both exporters and mpm-ters.



