GENERAL AGROEINNT CN TaRIFFS .ND TRADE RESTRICTED
24 March 1960

Committee III - lixvension of Trade

DR4HT THIRD REPCRT OF CCIIMITTEE IIT
ON EXP-N3IOI OF TRADE

Addendun

OILSE DS AlD VIGHET.BLE CILS

The Committece oxamined the factors affecting the international market
for oilsceds and vegetable oils and in varticulcr the measures which had
been identified in the second report of the Committee (COMN.III/12/Rev.l) as
restricting the export corning cupacity of less-developed countries in res-
vpect of these commoditics. It was realizcd that many of thcse countries

deponded ~nd
because of favourable climatic nnd general economic cmditions/would continue
to depend for nart of their expert ecrnings on the production of olecaginous
crons in view of such factors 2s the nced for rotation, diversification cf
agriculturc, carnings from cash crops and yield per unit of land. The
Committee rccognizced that the solution to the problem of expsnding the cxport
trade in thesc commodities wos complicated by the surplus‘conditionsb
characterizing the world market for other products, such as dairy fats and
other animal fats which wefe competitive with and substitutes for vegetable

oils.

Having in mind the above considerctions the Committee noted that the
export trade in oilsecds, and especitlly the trode in the processed product,
w.8 in many instences limited by .a high degrce of vrotecction which opcerated
both through toriffs and to a markcd extent also through quantitative
restrictions, 3tatec-trading practices, mixing rcgulations and other measurcs.
It apnearcd that protcction was affordcd not only to agricultural produccrs of
these comodities 2nd tc the vegetable oil nroducing industry in importing
countries, but oftcn was imposcd zlso on behalf of produccrs of substitute
comﬂoditios. The Committce nagreed that the widespread differentiation in

import trcotment, according to the stage of processing, in fuvour of imports
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of the rew moterirl was on the whole o factor unfavourablc to the develooment

cf oilsccd proccssing industrics in luss-developed countries. The Comaittee
notcd in this connexion th-t, on the onc hand,vegetable cil cxpoerts from less-—
developed countrics rere in meost instonccs only a sm=ll proportion of olcagincus
rew matcrial cxzports from thosc same countries =nd that, on thc other hand,

scme industrizl countrics which did not h2ve ¢ domestic raw materinl bise Tor
the producticn of certain vegetable oils werc ncvertheless import-nt oxportors
cf these cils. It wes »ointed out that the differcntial treatment in the

import of raw moteriels and proccsscd gocds often led tc unsatisfactery

levels of utilization of inst:lled capocity for countrics such ns Brazil

which had had an o0il crushing industry for somc considerable timc and uhich
lzcked neither the know-how nor the technic~l resources for efficient pro-
duction. On the subject of world levels of production of oilsecds ond vegetable
oils rcferencc was mnde to the overation in some countries of support measurcs
ror these commodities =nd to the effect of such policies on exnort markcts.

This subject had been discussed in Cormittce ITI, for cxemple in connexion with
the consultrtion on agricultural nolicics with the United Stetes (Spec(60)22),
and these discussions, it w~s stated, indicated that such price supnort
measures might lead to export surpluscs, thus unfavourably affecting the export

markets of less-develeped countrics.
The hope was expressed that the proposed rates of the
Common Tariff of the Iuropeean Iconomic Community  would

not bc high: if they were they would be an illustration of the differential
treatment ¢f raw materinls =2nd processed vroducts which limited the export
carning capacity of less-dcvelopcd countrics. The Committee noted the
assurance of 2 rcprescntative of the UEC that in fixing tariffs on vegetable
0ils the Community had tecken into account and was sympathetic to the necd

particularly of less-develoved countrice, to increase their export earnings.

In the discussion cof mixing rcgulations in forcc in several countrics, the
representative of the Foderal Republic of Germany stated that his Govoirnment
had suspended for the menths of June, July and August the mixing reguldtion;
which required that in the production of mrrgarine, 5 per cent of the fot content
be derived from domcstically produced rapcsccd. He added that this regulaticn
affected only a very small pert of imports of vegetable cil products. The

Committee hoped that the regulstion could cventunlly be altogether abnndoncd.
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COPPER

The Committee, in conducting its further examination of the points
raised in the second report of the Committee in relation to this commodity,
recognized that the establishment or expansion on a sound economic basis of
the processing and export of locally produced copper would contribute to
the diversification of the economies of less-developed producing countries
and increase their ability to earn foreign exchange. It was brought out that
efforts of these countries.to establish an efficient and competitive copper
refining industry could be frustrated by barriers to trade in industrialized
countries which made access to their markets difficult and did not give the
copper processing industries of less-developed countries an opportunity of
entering into competition with rcfined copper from other sources, In this
respect, the Committee noted that in some cases countries operated much
higher duties on processed copper than on raw copper. Without carrying out
a detailed study on the extent to which such high duties affected the
expansion or establishment of refining industries in less-developed countries,
the Committee was aware that in general such differential duties might result
in impeding or at least retarding the development of copper processing
industries in the copper producing countries and proposed that copper
importing countries should give full attention to that problem. Attention
was also drawn to the fact that copper production in some countries was
subsidized, and this fact might present an obstacle to less—~developed

countries in increasing their export earnings,

In the view of most members of the Committee, commercial policy
measures - apart from the above-mentioned specific points - were not
unduly hampering the trade in copper. Many difficulties for copper
producing countries arose from facts which were not directly connected with
commercial policy, such as general economic conditions, price fluctuations,

changing patterns of consumption and increased use of substitutes for copper,

The representative of one major copper exporting country, however, could
not share the point of view of the majority of the Committee, In particular,
he disagreed with the findings of most members of the Committee that the
tariffs on copper and copper products were moderate, In his view, the

import duties of certain countries were righ enough to represent serious
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obstacles to trade on the one hand and to protect marginal producers on the
other hand. Furthermorec, the operation of preferential tariff systems by
certain countries had an adverse effect on the copper exports of his
country. The customs duties on copper represented a barrier to trade in
such products all the more since they encouraged the consumption of
substitutes for copper and thus resulted in a loss of markets for copper

products,

With regard to the adverse effects on the trade of less-developed
countries which could result from the release of copper from stockpiles in
industrialized countries, the Committee noted that this problem was not
at present acute, It nevertheless recognized that the desirability of
consultations before such release, as recommended in the Resolution of
4 March 1955 by thé CONTRACTING PARTI®S (BISD, Third Supplement, page 51)
was still valid énd should be stressed. These consultations should,
wherever practicable, take place before the announcement of the release was

made,
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