GENERAL AGREEMENT ON TARIFFS AND TRAIE EESTRIOTED

9 May 1960
Committee II ~ Exnansion of Trade

" DRAFT RECORT OF. COMMITTRE IT

1. The Committee has so far carried out consultations on agricultural policies
with twenty-four countries (Australia, Austria, Belgium, Burma, Cenada, Ceylonm,
Denmark, Finland, France, Germany, Indonesia, Italy, Japan, Luxemburg, Malaya,
Netherlands, New Zealand, Norway, Federapion of Rhodesia and N&asaland, South )
Africa, Sweden, Switzerland, United Kingdom and the United States), Consulta~
tions ' with five countries (Braz1l Ozeohoslovakia, Greecs, Turkey, Yugoslavia)
are scheduled to take place during the sixteenth session and the Committee will
draw up a time-table for the balance of the consultations (Cambodia, Chile, Cuba,
Dominican Republic, Ghana, Haiti, India, Israel, Nicaragua, Pakistan, Peru,
POland Tunisia and Uruguay).

2., The consultations so far held have taken the form of an examination of the
general agricultural policy of the comntry concerned and a discussion ot
policies in relation to those specific commodities entering importantly into
world trade on which the Committee had agreed the consultations should be
concentrated (dairy products, meat,-ceréals,'sugar, vegetable oils and fish).
Additional commodities were also covered in some consultations where requests
had been received for these to be included. .ach. consultation was carried out
on the basis of documents, furnished by the countries ccncerned, containing a
synopsis of non-tariff measures for the protection of agriculture or in support -
of incomes of agricultural producers, and detailed information on tariffs,
subsidies, quantitative restrictions, etc., on the commodities selected for study.
The documentation submitted by countries, and on which the consultations were
based varied considerably in content with the result that the’ reports of the
individual consultations also show considerable variation inasmuch as for some
countries the consultations had to be in 1arge part directed towards the
collection of information which other countries had already provided in their
basic documentation,: '

3. In its first report (document COM.II/5) the Committee.put forward its view
“that thepcensaitations would not only provide an appropriate and valuable means
of filling gaps that existed in the available material but would also serve.as
one of the bases for further work of the Cormittee under the second and third
of its terms of reference. The Committee expected that consultations capried
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out on the lines it had proposed would provide a reasoned picture of the types,
extent and effects of the protective measures employed in respect of the
important agricultural commodities and at thc same time of the agricultural

policies of the individual countries as they affect production or tradc.

L. In the event, the consultations so far held.have served the purpose of
providing a substantial volume of additional information on tho individual
systems applied, including statistics on trends in pfoduction, coﬁsumption,
imports and exports of the selected commodities in the individual countries.
‘Furthor, they have added to tho knowledge of the objectives pursued by the
consulting countries, the reasons for the sy stems and how these systems are
being implemonted. The consultations have also sorved the purpose of providing
a forum for a concrete cxamination on a country-by-country basis of the effocté
on tradc in the selected commodities and have in many cases provided 0pportunitlos
for direct exchanges of viows with officials responsible for directing agri-
cultural policies in their own countries., Countrices have pointed out shoirib
concerns at what thoy consider to bc the c¢ffects that the systems and ﬁeasuros
have had on production, consumption, etc., within an individual country and on
the trade of that country,and tho country concerned has ventured to give roplies
to the concorns expressed and its vicws on the effects of the measures.

Comments have bocn made (and r;;;;ded in the reports of the individual consulta-
tions) on the charactoristics of the systems, but no consolidated comparison

of measures has been made.

5. " The major part of ecach consultation has been confined to general agri-

cultural policies, The commodity revicw has of necessity been limited and it |
was not therefore possible to cover all the points requiring examination ﬁndef
the individual commodities. No analysis of a genoral nature of the offects of
the protective measures on intornational trade as a whole or the ef{ects_of tho

systems on trade in the basic cmmodities has boeen attompted.

6. Much of the matorial which would be nceded to carry out an analyéis 6n a*
global basis of the goﬁoral effoects of fhe'individual systomé'on trade in the
basic commoditios has'qlreudy beoon compiled in the individual consultations so
far carried out. On the basis of this material, the seerctariat has preparcd
a statistical study on a commodity basis on tronds in'produdtion; consumption,
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exports and imports for countries already consulted on the commodities covered
in the consultations., From the information already provided by the consulta-
tions the secretariat has also made for each commcdity a compilation of the use
of non~tariff devices for each country consulted and has indicated where tariff

concessions have been granted. Both these documents are attached to the revport.

7. As to general studies, including other material wvhich may be needed for
the analysis on a global basis mentioned in paragraph 6 above, the Committee
also looked briefly at the question of comparison of degrees of protection
which the Panel of Hxperts has suggested should be carried out. Two dele-
gations submitted papers on the question. The Committee recognized that while
‘the undertaking 1rould be difficult and results ;nevitably arbitrary, study
should nevertheless be made if this were possible. The secretariats of FAO
and GATT will present papers setting out the technical nossibilities of
carrying out such a study and the bases on which such a study might be made.
The Committee also had before it a paper produced by the secretariat giving a
comparison of prices received by farmers in various countries in 1955/56
(COM.II/W.6). The FAO submitted its views on the assumptions used in the
secretariat paper. Some countries doubted the accuracy of some of the figures
used in the‘secretariét paper and the Committee agreed that the paper should
be developed; the secretariat is undertaking this work. The Committee agreed
that the secretariat should also make studies of thé relationship between
retail prices and consumption of individual foodstuffs, particularly meat and

dairy products, in a number of countries.

8. In its examination of individual systems employed, the Committee found
that in general the main broad objectives were: (i) to maintain or raise the
general level of farm incomes in order to provide agricultural incomes roughly
comparable with other sectors of the economy; and (ii) to reduce fluctuations
in domestic farm prices and inqohes and in particular to give some safeguards
against sharp falls in prices. At the present time, the objective of income
comparability was of importance mainly in industrialized countries while

price stabilizapion was more important in countries whose economies were
mainly or largely dependent on exports of agricultural products. The

bases on which countries attempt to establish comparability of

agricultural income with other sectors of economy vary
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considerably. These bases include, for example, measurcment in terms of prices

for agricultural commoditios sold in relation to prices of commodities bought by
farmers (United States), and incomes for @ well-managod farm of o

certain size dosigned to bc at the samo level as those received by non-agricultural
wage earners in small and medium sized towns with a social environment and cost

of living index similar to that prevailing in agriculture itself (Germany).

9. The Committec found that in gencral countries claimed that, whatever the
effects of tho systems they employed might be on production and consumption, they
were not aiming at sclf-sufficiecnecy in agricultural commodities nor oven an
increase in production genorally. Thoy found, horover, thot in ¢ number

of countrics for a varidty of TOLSOLT, .-eGe B0 Toduco dunindones on imported
foodstufis for balancou-olf-paymoents reasons; socurity roasons, ote., & main

[

aim was neverbtheloess tho productio: of a certain ..ount of a product -.ithin

-

the national boundary for home production or uvon cxzports,

10, The Committce found that a wido varicty of measures is usced to achieve aims
and objoctives. Two main categorics of measures are used. Firstly, and these
measures only apply to tho objoctivu’of providing agricultural incomes roughly
comparable with othor sectors of the economy, thore are long torm moasures
related to bringing about structural improvements in agriculture by increasing
the efficiency of farms. Grants for rebuilding, clectrification, drainage,‘
regrouping of farm holdings, oducation, roadbuilding, etc., are made, Measures
such as these arc employed in nearly all cnuntrios.and the need for such measures
was specially important in countrios with small farms,unoconomic distribution bf
plots, etc.lnﬁﬁfuctural measures, in particular thpso leading to a more economic
size of farm/through a shift of tho population to other occupations, appeared to
the Committeo to be of basic importance, particularly in the mbre developed .
countries with small fammf??;onogé%tribution afplots,etc.,'Where it is
important to modernize tho agricultural economy and to increase its'competitivo-
ness, The Committoe found, however, that countries differced considerably in

the degree of attention being given to structural improvemonts. In many casos
it was found that thero had boun a movement of population away from agriculture
which had helped t: bring-abnut an increase in efficiency. A number of

countries roalized the importance of movements from agriculture and wero aware
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of the necessity of facilitating such dovelopmonts, Othor countries, while not
disagreoing with these viows; indicated that therc were limits to the action
which thoir governments could take t» move people from agriculture, The
Gommittee agrocd that mcasures to bring sbout shifts of population from
agriculturc could only be made to the oxtont that amployment in othor industries
was aveilable; agricultural cconomy shou;d‘nat therefgggugguggggfated from the
devolecpment of tho cconomy as a whole and changos in the/ agriculturoc,

must be made in a climate of econnmic expansion and high level of economic

activity such as is boing oxperienced at the present time.

11, Tho measurcs dcscribed above are of long torm application and the effects
would only be folt gradually and over a number of years. Countries folt that
in the short torm thorofore thoy had t9 rogulate markets in some way and

it was found that n wide variety of mcasurcs was used to achieve the main
objectivo of maintaining or raising agricultural incomes to levels comparablo
with the other sectors of tho economy. The usc of non-tariff devicos was
widosprcad and deeply ontrenchcd in most countries, The measures used seemed
to'fall int» throe¢ main groups, i.oc. support pricos, deficiency payments
schemos and variablo import levios, but in practico, the Committee found that
in many countries tho systoms were a mixturec of the difforent types of measures,
It was found that while the actual mechanics of all three types of systenmswerc
of interest, the important oclomont was thc prico or support level which the
mochanism was used to achiove. All these ~ systems could affect the level

of d mestic production nr of domestic consumption, thereby influencing imports
réquiremants or export availcbilitics and some part of tho burden of high
levels of agricultural support could be transferred to producers in -exporting

countries in the form of smaller export markets or lower prices,

12. In the first type of system, i.o, support prices, the measures taken to
onsure that tho lovel of price dotermined was in fact operative appeared to
require, as an integral part of tho system, the rcgulation of the flow of
supplies to tho market by quantitative rostrictions on imports which in many
cases wore most stringent. The support price systons in respoet of cortain

key cormoditics werc often based un keeping out imports unless domestic
producers were able to supply the markect. Furthermbre, consumption was kopt
bolow the level it might othorwise roach because, througﬁ.the Qbsence of imports,

internal pricoes for these products wore genorally well above world prices,
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In sumo coses the / of import rostrictions was used as a bargaining weapon for
export policy and under bilatora; cgrecments countries gaoined preforential
acecegs 0 in éxternal merkets in roturn for profcerontial <cccegs in their
markots, which could only be provided by maintaining quantitative restrictions

on imports from other sources,

13, In the second type of system, i.o. the implementation of price guarantces
by deficioncy payments, it was found that direct restriction of imports to
maintain price levels on domestic markets appeared in the main to have beon
avolded but as with other mcthods of price support such a systom did n»t avoid
the encouragement of uncconomic production wherc rcturns to farmers were
arantced at relativoly'high levels and that there was some rcduction of
import requirocmonts becausc of increascd production., There were ccsos where
the stimulus to production afforded by the guarantecd pricces had been such as

to- displacc imports,

14, In the third typc of systcm, i.c. variablc import levies to ¢ mpensato for
the difforenco betwecen the domestic and the world price level, it was found that,
while guantitative restrictions did not appedr to form an integral part of the
'system, novertheless such levices were subject to frequent altorations and could
have the effect of complotely protocting domestic producers from import
compotition and of insulating thoem from movemeonts in world markets while at the

scme timoe provonting consumers from benefiting from lower prices.

15. During thoe coursc of consultations some countries indicated that liberaliza~
tion measures had boon teken and that a few agricuitural commodities had been
affoctod by those measures. No indications werc, howover, given that countries
would abandon all quantitative restrictions when no longer in balance-of-
paymonts difficultics. Quantitative restrictibns appeared to be an integral.
part of thoe protoctive systems in force in many countriecs and had no connexion
with the balance-of-payments positions of thosc countries, It was also

found thet i some cases tho activities assigned by some governments to
State-trading agencics had the same effect on trado aé quantitative restric-
tions and that not only buying and sclling operations but the quantitative
rogulation of imports, which was properly a function of government, were being

cerripd out by State-trading agoncies,
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16, The development of agricultural price stabilization and support policies in
many countries was being accompanied by extensive and inecreasing use of export
subsidies and other aids to export as a means of disposing of supplies which
could not be sold at guaranteed price levels on domestic markets, All types of
gystems of support could involve the use of export subsidies or what in-practice
would amount to export subsidies, since all types had effects on production and
therefore on tho amounts which might become availaeble for export. It was noted
that expansion of exports was seldom a primary objective and in many cases
countries claimed that use of such measures to dispose of surpluses had been
undertaken reluctantly; it appeared however that resort to such measures was

an almost inevitable devclopment of domestic price support policics, During the
consultations various countries, including both importing and exporting countries,
pointed to the need for protection against subsidized exports and to the fact
that no legislation cxisted in some countries by which the protection afforded
by the rules of the Gencral igrecment could be achieved and, where legislation

existed, many countrics werc rcluctant to use the lcgislation,

17. The Committee found that the objective of reducing fluctuations in farm
prices and incomes is being pursued in some countrios by means of cqualization
(or stabilization) funds, sctting asidc part of the cxport proceeds at times.

of high prices in order to incrocasec rotﬁrns to producers when prices arc low,
Insofar as such funds are solely financed by producers, this would not seem to
involve a stimulus to an incrcase of unecon mic production, Thc situation was,

however, diffeoront wherc governncnt funds were involved.

18, Many criticisms were advanced during the consultations on the effects of
support policies on domestic production and thus on the trade of tho countries
concernod. The main criticisms advancod were that when support policies resulted
in farm prices being hold at a higher levol than would obtain from free market
conditions, as was genorally the case, this oncouraged, or at least perpotuated,
uneconomic production and retardcd the necessary transfor of manpowoer from
agriculture to othcr occupations. It also rostrictod consumption, especially
of commodities with relatively high price elasticitics, and thus reduced the
volume of internztional trade, contributed to the development of surplus stocks
and placod an unduc burden on othor sectors of the economy, So far as systems

of stabilization funds to reduce fluctuations in returns to producers were
concerned, it was suggostod that there was some danger that they might have the
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offect of masking long term changes, thus preventing the influence of economic
trends in world markets from making thomselves Tfeclt and so reducing the
Flexibility of adjustment of agricultural production to changes in consumecr

demand.,

19, /Future Work Programme,/




