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UNITED_STATES

It was egreed ot the Group's second meeting that delegations should prepare
statements of their views on: ' ‘

"Questions that had arisen in, ond the conclusions to be drown from, the
discussions that had tcken place on the cnalysis of recent changes on the
world market, or any other relevant question of interest to them."

Bofore we state the factual conclusions which we draw from the assessment of recent
changes in world markets, it is appropriate to recall why we have undertcken to nake
this assessment. It wos not undertaken as a routine feet-finding exercise. This
would, of course, have been eppropriate under sny circumstances. However, circum-
stances wore not normel. In 1972 world food production declined for the first tine
since the end of World War II. There was a tremendous upsurge in the world!s import
demond for food grains and feedingstuffs. World morket prices of basic farn products
doubled and tripled cnd some countries felt obliged to irpose, for one reason or
cnother, export restrictions thus further reducing the supplies available on the
world morket. Our discussion focused, therefore, on the question whether the
phenonena which we obsorved in and since 1972 werc merely temporary or whether thay
were indicative of new tronds in the world's grain ond feedstuffs supnly.
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The conclusions which we draw fron the anclysis of recont developrents f£all
-into two parts: . On the one hend, we believe thet cn evaluction of recent developments
does not mxr‘..nt the conclusion that we have arrived ot a turning point in the world's
supply end deriond of *.oz'lculturJ commiodities. It is apparent thot the nroduction
response’ trigmered by hich prices cnd delibercte United States farm policy ad justants
produged .o tumn-around in the whoot, feodgrain and protein nmeal. situstion in the past
crop year. World whest and feedgroin progpects for 1974/75 remain strong-production is
‘provisionzlly put at 2 and 3.6 per cent, respectlvely, cbove 1973/74. - Output of -
oilseeds end mesals (soybean necl basis) in 1974 is estinated to be 1§ per cent chove
1973 and = continued irproverent is foreseen for 1975. These develcpaen‘ts should
nore thon satisfy world requirenents so thaot mony countries con begin to replenish
reserves that were severely reduced laost year, In other wards, we do not believe
that the recent events on the world morkets indicate o per:.od of scarcity. On the
other ‘hend, recent experiences.indicate that we connot. disnmiss the possibility of

2 renewcl of 'benpor ory shortages or surpluses in the future.

1. The shortfazlls in production, while of major importonce in individucl countries,
were not of extroordinery dimensions on a world. scale. In 1972/73, as comdered to
1971/72, world rice production declined by only 5 per cemnt; world wheot production
declined by only 2 per cent; world feed-grein ':>rodz.ct10n c.ecllned only by

3 per cent; ond the output of cilseeds and mezls (in terns of iweal) :Ln.creused
a.c‘bulely ty 3 per cent.

:.2. - The shortages in individuel countries were translated inte a very sirong mport
demand, Copered to the previous year, wheot irmorts in 10'72/73 inereased by |
26 per cent, feec;zram mnorts by 21 per cent and imports of meals by 4 per cent.

3. It wa.s pertly, in consequence of this extraordinery strong import dencnd the
location of suppl:.es relative to demand and trensfer probleus that the prices of
wheat ond . other grains os well as. of feedingstuffs increzsed so stronvly in 1972/73,
However, it nust be -aolnted out that the phenomenal rise in nrices was not only due
to the strong irport denand generated by the shortfalls in p;oduc'blon in certain
cotmtr:.es, but also increasing population, rising incomes and associated changes in
dietary hcbits. ‘The increzse in the prices of these products was further stinmulated
by the Fencn.l inflationary clinate. in which it tock olhce. It was further inten-
sified by the restrictive export policies of certain countries vhich increased
uncertainty with rezerd to supplles thereby increcsing denené through nrecautionary
end speculative purchases.



MIN/3E/W/14/A34.7
Page 3

4e Finally, it must 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 policies of many countries not forced the
major exporting countries to restrict their production and had there been a more
rational distribution of stocks throughout the world there would have been less
tension on international markets and greater supplies available in world markets.

5. Thus, our general conclusion is that the events of the past two years
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 scarcity. . In reaching
this conclusion we also take account of recemt theories concerning long- '
term changes in the world's climate, These theories do not represent at the
present time more than unproven hypotheses. They caunot serve as point of
departure for future policies. : '

6. Along with these theories there may also be new factors and forces such as
the recent structural changes in the oil 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 abaence of these forces does not
alter the general conclusion of production variability in agriculture. Hence
we camnot enter negotiations with the expectation that the future will be
characterized by either permanent shortage or by permanent surplus.

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

In the United States view the solution of this problen calls for a more open
trading envircnment than has existed in the past, leading to o better allocation
of resources, increased productivity and specialization pemitt.in% efficient

- producers to respond quickly to the growing and changing patter of consumer
demend 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 imbalences that may arise from time to time.

To achieve a more open trading system we see the need for dealing with a
broad range of governmental measures which impede and distort international _
trade flows. Undoubtedly some degree of international understanding on the use
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of trade controls relative to domestic measures will be required. As part
of such 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 thée 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
negotiations go forward.



