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PREFACE

The papers included in this volume were prepared to assist
the Group of Experts which Commonwealth Heads of Government at
their Meeting in Melbourne in October 1981 requested the
Secretary-General to assemble in order "tc investigate the
impact of protection on developing country trade and report in
time to assist governments in their preparations for the proposed
GATT Ministerial Meeting". During the first half of 1982 the
Group met three times, and in July 1982 their Report was
published by the Commonwealth Secretariat under the title
"Protectionism: Threat to International Order; The Impact on
Developing Countries".

Most of the papers were drafted within the two months between
the first and second meetings of the Group. Three were written
by consultants to the Secretariat and the remainder by staff of
the Commonwealth Secretariat. The short time available for the
work ruled out new and major research efforts, and the papers
represent an effort to assemble, digest and present background
information on some of the principal issues pertinent to the
Group's terms of reference. Conclusions expressed in the papers
are, of course, those of the authors and do not necessarily
reflect the views of members of the Group or of Commonwealth
Governments.

Eight issues are covered by the papers, viz, the multilateral
trade negotiations and their effect on developing countries,
non-tariff measures, the evolution and evaluation of generalised
schemes of preference, agricultural protection, protection on
manufactured goods, tariff escalation, safeguard action and
adjustment and the machinery for disputes settlement.

Despite the short time in which most of the papers were
drafted, it was felt that their content would be of interest
to a wider audience than the Group of Experts for whom they
were written. It should, however, be emphasised that no attempt
has been made to update or otherwise revise the papers in the
light of subsequent developments.

B. Persaud
Director,Economic Affairs Division
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Developing Countries in GATT after the

Multilateral Trade Negotiations

b.K. Srinivasachar1
formerly Trade Advisor to the Commonwealth Secretariat

1. This Paper was written prior to the establishment of the
Expert Group but was made available to it because of its
relevance to the work of the Group.
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Developing Countries in GATT after the Multilateral

Trade Negotiations

T. Introduction

1. A year has passed since the Tokyo Rcund of Multilateral
Trade Negotiations (MIN) was concluded, and numerous
assessments qualitative, quantitative and other - have been
made of the results. Among these are the "red book" (together
with the supplementary report) issued by the GATT Secretariat;
the series of papers produced by the UNCTAD Secretariat to
enable the Trade and Development Board to make a global
assessment in terms of the relevant UN Resolution; and
independent evaluations by individuals and organisations in the
field. Undoubtedly, the countries that participated - more
especially the developing ones - would still be in the process
of making their own appraisals with a view to deciding what
further action they need to take in pursuance of the decisions

reached at the end of the negotiations.

2. In the realisation that the previous rounds of negotiations
under GATT auspices had failed to provide solutions to developing
country problems - indeed that their objectives were so limited
that such solutions could not be hoped for - the Tokyo
Declaration of September 1973 sought to define more clearly the
objectives of the negotiaticons in relation to the trade of
developing countries. Accordingly, the negotiations were aimed
at securing "additional benefits for the international trade of
developing countries', and "a better balance as between

developed and developing countries" in the sharing of the
advantages resulting from the expansion of international trade;
tropical products which have been of particular interest to
developing countries were to be treated as a special and priority
sector in these negotiations; developed countries would not
expect reciprocity for commitments made by them in the
negotiations to reduce or remove tariff and other barriers to

the trade of developing countries; and recognition was given to



the importance of applying "differential measures to developing
countries in ways which will provide special and more
favourable treatment for them in areas of the negotiation where

1
this was feasible and appropriate'.

3. There is little difference of opinion about the results
falling short of the hopes and aspirations embodied in the

Tokyo Declaration. Even the major trading countries whose
initiatives led to it were not altogether satisfied; countries
like Australia and New Zealand, with their predominant interest
in trade in agriculture, were far less than satisfied; and
developing countries, seeing little evidence of any 'additional!
benefits flowing from the negotiations, seldom lost an
opportunity of voicing their disappointment with the outcome, as
well as over the fact that they left so many issues of interest
to them unresolved. While all the industrialised ccuntries have
almost fully subscribed to the various Agreements in the tariff
and non-tariff areas, most developing countries have not yet

done so and would seem to be feeling their way still.

4. The conclusion of the Tokyo Round has by no means signalled
the close of efforts under GATT auspices to deal with the
outstanding issues. While certain developed countries would

like to carry on with the unfinished negotiations on a Multi-
lateral Agricultural Framework and for an Agreement on service
industries and perhaps also on the so-called export restrictions,
developing countries have numerous unresolved interests,
especially in the field of quantitative restrictions, tropical
products, safeguards and further reforms to the GATT Framework.
The future role of GATT in relation to negotiations on these and
other issues becomes all the more significant when it is realised
that there is little prospect of a further international effort
of the kind just now brought to an end being mounted in the

foreseeable future.

1. Paras 2,3 and 5 of the Tokyo Declaration of September 1978.



5. This broad setting has largely determined the scope of

this paper. The purpose is not to make any fresh assessment of
MTN: indeed, it will barely touch on this aspect - and then, to
elucidate the points otherwise sought to be made; consequently a
knowledge of the results is assumed throughout the paper. The
attempt is rather to deal, firstly, at some length with an

area which may have been only partially touched on by most
observers and that is the role played - or allowed to be played -
by developing countries in the entire negotiations, an examination
of which may hold useful lessons for further negotiations in

GATT even at the risk of being regarded as somewhat cf a belated
'post-mortem!. More importantly, however, it is to take a look
at the role nf developing countries in GATT as a whole in recent
years - and at the prospects for the future while the
organisation functions additionally as the continuing machinery

for all residuary negotiations.

6. It has been known, of course, that the part played by
developing countries in the negotiations was for various reasons
scverely limited; public knowledge is not as widespread on the
role of developing countries in the forum of GATT itself, where
they have encountered a variety of difficulties in pursuing
their interests and in securing their full share of rights so
far. The paper seeks to make out that the shortcomings of the
Multilateral Trade Negotiations have been but a manifestation

of the normal but compsratively unpublicised working of GATT.

7. Section IT of the paper examines to what extent the various
mechanisms created through and under the Trade Negotiations
Committee were able to serve tle purposes of developing countries
as envisaged in the Tokyo Declaration. The manner in which the
negotiations proceeded as well as the methods and the devices
adopted, and how these affected the whole character of the
negotiations and the participation of developing countries is
also dealt with in this section. An attempt has been made
comparing the modalities cf the negotiations under GATT with

those in other organisations such as UNCTAD.



8. Section IIT moves on to GATT proper and gives, firstly, a

broad picture of the nature of developing country participation
in the working of GATT ever since its inception, and proceeds to
outline how this is likely to be transformed in the light of the

decisions taken at the Multilateral Trade Negotiations.

9. In the fourth Section of the paper, an endeavour is

made to bring together, from the point of view of developing
countries the various aspects of the negotiations still due to
take place under GATT, and to indicate broadly the directions in
which the participatien may have to be strengthened and improved

in the coming years.

10. A short section embodying a resume of the observations and

an indication of the outlook concludes the paper.

I1. Participation of developing countries in MTN

The negotiating machinery

11. The machinery that was set up for conducting the detailed
negotiations of the Tokyo Round was very similar to that during
the Kennedy Round. A Trade Negotiations Committee (TNC) was
established, and authorised to elaborate and put into effect
detailed trade negotiating plans and to prescribe appropriate
negctiating procedures, including special procedures for
negotiations between developed and developing countries, as well
as to supervise the progress of the negotiations. A number of
Groups and Sub-Groups in tariff and non-tariff areas, whose
scope was gradually expanded over the first few years of the
negotiations to take account of additional concerns of both
developed and developing countries, were also constituted

before long.

12. For reasons by now too well-known to need repetition,
commencement of substantive negctiations had to wait almost till

1977, although the TNC's Groups and Sub-Groups did meet from



time to time even in the initial years and in most cases
maintained no more than a semblance of negotiating activity.
Some of them did succeed in moving forward a few ideas and
concepts, a little at a time, without tackling the central and
more important questions. Thus the question of how agricultural
products should be dealt with had to await the resolution of
both substantive and procedural differences between the two
super trading powers, namely, the EEC and USA; issues relating
to the sector appiocach were no more than tinkered with in the

multilateral sense, only to be abandoned in the later stages.

13. The Trade Negotiations Committee itself met often enough
during the initial period of 3-4 years, but there was
nevertheless no indication of the Committee trying by itself to
put into effect negotiating plans of any kind, although such
meetings as it held could be interpreted as having dealt with
the question of progress and of the obstacles thereto. Indeed,
right up to the end, the Committee itself never drew up any
negotiating plans in the tariff field or as between developed
and developing countries or in any other area - and on the few
occasions in which it was ccnvened in later years, it either
noted what was happening or gave de facto approval to what had
happened and heard complaints from developing countries about
continued lack of progress and of consideration for their

problems.

14. Although little of substance emerged from the meetings of
several of the Groups and Sub-Groups during the first four

years of the negotiations, a veil of secrecy was drawn over
their proceedings, on the gound that negotiations were the
concern of participating sovereign countries and that there was
no need for others to be informed of how they were progressing.
This was said at the time to have been mostly at the instance of
two or three of the most prominent developed trading countries,
but was in consonance with the traditional manner of work in
the servicing Organisation, which tended to restrict rather

de-restrict information. Attendance at meetings was



understandingly limited, of course, to participating countries;

as regards observership, while the IMF had ready and unquestioned
access to every one of these meetings, presumably in view of

its special relationship with GATT, the most important organisation
outside GATT dealing with trade and development matters,

namely, UNCTAD which had a specific mandate from member countries
to provide assistance on MTN matters to developing member
countries, were placed in the invidious position of seeking
permission to send its representatives to each meeting, although
such permission was invariably granted and, in any case,

documentation seems have been supplied freely.

15. Such documentation as came out of these meetings of Groups
and Sub-Groups from time to time had procedural rather than
substantive content. In several instances, the summaries of the
proceedings of meetings were described at the time by some
participants as models of 'non-information', mentioning only the
fact of the meeting, the issues discussed,sometimes the points of
view put forward,and some procedural matters like dates o fiiture
meetings. Developing countries which could participate in
meetings had thus little access to information from the most

authentic source on what was happening.

16. It would thus appear that although the machinery for
conducting negotiations was in place from the beginning - with
additions later on - the manner in which it functioned made

it difficult for most developing countries - especially those
who were represented in Geneva - to keep abreast of events with
a view to deciding on ways of strengthening their participation.
An argument frequently made at the time was that the complexities
of the issues involved, the variety of interests and the flow
of international events during the first years of the
negotiations were such as to make it impossible for the latter
to move smoothly or evenly; but the feeling among developing
countries at the time - by no means mitigated even later -
appeared to be that there should have been much greater regard

on the part of developed countries for the even more adverse
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situation in which developing countries were placed in the same
international context, and the constraints on active

participation which they were working under.

Negotiating modalities - Bilateralisation and its consequences

17. The Tokyo Round began with a fair number of developing
countries - some seventeen to eighteen in the first two or
three years when negotiations had barely begun, and increased
to sixty-nine in the closing stages, as against the total of
ninety-nine participating countries. It very soon appeared,
however, that this number remained largely nominal and that
developing countries participating actively or continuously in
the negotiations did not number more than ten to fifteen almost

right up to the end.

18. Among the reasons for this limited participation was

of course the fact that many developing countries (especially

of the Commonwealth) did not have, and still do not have,

Resident Missions in Geneva, and that few of them could afford

the expenditure involved in sending representatives from capitals,
even on occasions. Furthermore, the limited manpower in

countries which have become members of GATT in recent years,
especially the smaller ones and the land-locked and island
developing countries, operated as a serious disability for

them. An added reason ascribed by many developing countries to
this restricted participation was the fact that meetings and
discussions in connection with the negotiating issues were

mostly fixed at short notice and to a certain extent simultaneously
and there was little certainty of conclusive discussions or
negotiations taking place at most meetings, at least in the

first few years of the Round. Any attendance of representatives
from the capitals would in the circumstances have been regarded
as unproductive and wasteful expenditure. As against this,

many developed countries had either well-staffed and separate

MTN Missions in Geneva with experts in each field, or had

11



adequately strengthened their existing Missions. (Even among
these, Australia at one stage reduced the size and level of its
special MTN Mission on the gound that little progress was being
made). Few, if any, of the developing countries had the
corresponding possibility of strengthening their staff in the
Geneva Missions. The inequality in the nature and degree of
participation of the two groups of countries was thus evident

from the very beginning.

19. It could be argued - as was indeed argued at the time -
that the inability of many developing countries to participate
adequately in physical and even substantive terms was no fault
of the developed countries, and that appeals had been made from
the beginning and time and again, for their joining and fully
taking part in the negotiations. As against this, however,
developing countries contended that the manner in which
negotiations went on, in an on-again-off-again atmosphere, and
with abrupt stoppages and later sustained bilaterals, were not
conducive to0 any organised participation on their part, even
if they had the required manpower at their disposal and had the
capacity to field reasonably well-equipped teams, and that due
account should have been taken of the situation of developing
countries in the process of organising the negotiations instead

of concentrating o the convenience of the major participant.

20. A more serious obstacle appeared when the tempo of
negotiations was speeded up in the last two years of the
negotiations. When it was found that negotiations were not
making any progress and a decision was taken at the highest
level to speed them up at that stage, the three major trading
Groups involved, namely, USA, EEC and Japan, pushed through the
negotiations mostly among themselves. Very often, the
negotiations turned ocut to be a US-EEC bilateral, with Japan
joining at some stage, and other developed countries being
brought in later still as considered necessary or inevitable.
This seems to have happened so often that even countries like

Australia and New Zealand and some of the Nordic Countries are
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kncwn to have voiced private complaints about their not being
brought into the picture in time to enable them to participate

effectively.

21. The situation with reference toc developing countries as
a whole was predictably much worse, except perhaps to the
extent that some advanced developing countries like India,
Brazil, Mexico and sometimes a few African and South East
Asian countries, were brought in at later stages, mostly
bilaterally or plurilaterally, to b informed of the results
of the more restricted negotiations Several of the bilateral and
plurilateral negotiations among the super trading powers were
in fact held in Washington or Brussels,thus leaving even

the GATT Secretariat in the dark, and sometimes, developing
country Missions in Geneva were bypassed and Ministries in
their capitals contacted by the major trading countries like
USA on bilateral basis for seeking support for propositions
worked out elsewhere. This served to shut out, at lesst
temporarily, several of the all-too-few developing country

Missions in Geneva.

22, A stage arrived also in the negotiations in the concluding
years when an informal Group called 7 + 7 (consisting of

seven industrialised and an equal number of developing countries)
was brought into being and convened from time to time at the
instance of the Director-General of GATT to discuss and try to
resolve controversial issues. The USA, EEC and Japan were of
course permanent members of this Group while India and Brazil
normally attended. The selection of other developed and
developing country representatives varied from time to time
depending on the nature of the issues discussed, although quite
often Canada, one of the Nordic countries, and either Australia
or New Zealand ( especially when discussions on agriculture took
place) did attend these meetings, and a few additional
developing countries, depending again on the nature of the issues

discussed, were brought in as part of the developing seven.
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23. It was not surprising, therefore, that the great majority
of developing countries felt completely shut out of the
negotial.ions, and very often did not have information as to
what was happening either during or after these intensive
negotiations. To a certain degree also, membership & the

7 + 7 Group tended to establish some kind of vested interest
among the countries actually participating (developed or
developing), and thereby helped in the maintenance of a degree
of confidentiality which may not have been fully intended. All
this gave rise to the feeling that agreements arrived at in
whatever manner among the Big Two or Three, or some such
restricted Group, were handed down as tle outcome of the whole

negotiating process.

24. Almost all the more important issues, such as the tariff
reduction hypothesis, subsidies and countervailing duties,
safeguards, agriculture, etc. were discussed in restricted
conclaves. In regard to tariffs, any pretence of involving
developing countries was cast off afte the initial series of
discussions when a tariff reduction hypothesis was agreed on by
the main industrialised countries without giving consideration
to the various ideas put forward by developing countries (such as
including a special factor in the various tariff reduction) It
was cf course decided that the tariff reductions would be
implemented by the developed countries without asking for
similar action by developing countries; however, in the course
of bilateral negotiations, a degree of quid pro quo was
expected and asked for from developing countries. In the tropical
products field there were hardly any negotiations in the
strict sense; afte the process of submission of request lists
was gone through, there were consultations as between the
industrialised and developing countries concerned, almost
exclusively bilaterally, and thereafter the concessions were
announced unilaterally, purporting to be immutable in their
content. Also, whereas it had been hoped that the concessions
eventually granted would be non-reciprocal, a measure of

reciprocity was sought and obtained from developing countries

14



in the course of bilateral negotiations between them and a few

developed countries.

25. In regard to other major issues the situation was hardly
different. Whether it was in relation to safeguards, or
subsidies and countervailing duties, or anti-dumping, the
substantive discussions leading to negotiated conclusions

were limited to few developed and developing countries, with

not more than a handful of delegations being involved in

respect of certain issues like safeguards. Negotiations on
issues like Technical Barriers to Trade and Government
Procurement, however, continued mostly through the machinery set

up for the purpose.

26. Developing countries thus became convinced well before

the concluding stage was reached that the tendency had been
accentuated of agreements and conclusions being reached in
limited groups with hardly any information coming out until

some kind of package was evolved and announced for acceptance

by the rest of the participants. The first signs of unease on
the part of developing countries appeared during the middle

of 1977 and early 1978, when their representatives pointed out
the absence of any opportunity even to voice their complaints.
Indeed when the Trade Negotiations Committee, which met fairly
frequently during the earlier part of the negotiations, was not
convened over long periods in the later stages, developing
countries shortcircuited the Committee by availing themselves of
a meeting of the GATT Committee on Trade and Development in

late 1977 to voice their complaints at some length. Even
thereafter, no formal meeting of the TNC vias convened, and only
an ‘'informal! gathering was called, at which developing countries
repeatedly referred to lack of transparency in the negotiations,
to the 'marginalisation'of developing countries in the whole
process and to the almost tctal abrogation of the multilateral
character of the negotiations. Some modification in the attitude

of industrialised countries seems to have taken place after this,

15



and an approach made by some participants like the USA to a
number of developing countries again bilaterally - to redress
the situation. This, however, did not serve to remove the
disappointment among most developing country participants

which surfaced even at the conclusion of the negotiations.

27. The bilateralisation of the negotiations meant, according
to the developing countries concerned, much more than a

serious curtailment of their rights and opportunities. It was
pointed out on their tkehalf that as a rule, bilateral
discussions or negotiations as between a powerful trading
country or group like the USA, EEC or Japan and any of the
individual developing countries, however skilful its team, would
inevitably be an uneasy encounter and that the outcome of any
such discussion would,in most instances,be to the disadvantage
of the developing country concerned. Whereas in a genuinely
multilateral forum or in round-the-table negotiations, in which
more than one or two developing countries took part, they might
have been able to press their interests as a whole as well as
in each one's individual interest with some effect,
bilateralisation of the negotiations effectively reduced the
opportunities for satisfactory results being obtained by

developing countries in pursuit of their objectives.

28. Here again, the contention was put forward that it was
inevitable, in such complex negotiations of a highly technical
character affecting the vital trade interests of the major
participating countries, that a comparatively small numbe:r of
interested countries should get together and negotiate in the
first instance and that not every participant could be involved
throughout or in every aspect of the negotiations. While the
validity of the argument was conceded to some extent, and while
it was realised that similar modalities are often employed in
other international organisations, the difference in this case
according to most developing countries, was that no sustained
or visible efforts were made by those who chose to restrict

the negotiations to small groups to involve the others as often

16



as possible and necessary, so as to obtain endorsements on a
wider basis. This could possibly have been achieved by more
frequent meetings of the Trade Negotiating Committee and of the

Groups in the concluding stages of the negotiations.

How developing countries coped

29, There were, however, certain relieving features in this
otherwise unsatisfactory situation. A few developing countries
did field competent teams in Geneva for handling the negotiations
and it was mainly owing to their efforts that the results in

some areas such as Subsidies and Countervailing Duties, Technical
Barriers to Trade, Import Licensing and Customs Valuation, and
the improvement of the GATT Framework were even as moderately

satisfactory as they turned out to be at the end.

30. Fortunately, too, developing countries could rely to a
considerable extent during all the stages of the negotiations on
the technical assistance provided by the agencies involved,
namely GATT and UNCTAD Secretariats, as also the Commonwealth
Secretariat. There was handsome and universal acknowledgement
on behalf of the developing countries of the very valuable
technical assistance provided by the GATT Secretariat. The
UNCTAD/MTN Project, as well as the UNCTAD Secretariat, dealt not
merely with general issues of relevance or interest to developing
countries but with wider policy questions amd the significance of
the proposals sponsored from time to time., The Commonwealth
Secretariat Unit in Geneva, in addition to providing developing
member countries throughout the negotiations with periodical
information on progress, as well as with individual studies

and analyses, responded to requests for advice from time to time
from a number of member countries in regard to the choices
before them. Seminars held by the UNCTAD and Commonwealth

Secretariats, and by the regional UN Economic Commissions in
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cooperation with these two, at which senior officials of
the GATT Secretariat invariably took part, also served to brief
developing country representatives on the outstanding

issues and how they needed to be dealt with.

Negotiations in GATT and in other forums

3t It would be interesting in this context to compare
the procedures and modalities of negotiations in the course
of the MTK with those in UNCTAD and cother UN organisations.
It is well known that neither the industrialised nor the
developing countries have established in GATT the kind of
caucus or organisation that has evolved in UNCTAD and

other UN bodies, which have had well organised group systems
for over a decade and a half. Although during the MTN,
especially in the later stages, there came into existence
an informal group of '"less developed countries", which met
every now aud thien in the GATT Secretariat premises under
the chairmanship of one or the other of developing

country representatives (for a long time Yugoslavia and

at the concluding stages Colombia), the group at no time
constituted anything corresponding to the '77'. It considered
major issues arising in the MTIN from time to time and

quite often, at the meetings of the Committee on Trade and
Development and in the Trade Negotiations Committee itself,
statements were made by the Chairman of the Group on

behalf of the Group as a whole, although individual
countries continued to voice their particular concerns.

But it seems that very much unlike the Group of 77 in
UNCTAD, for example,there was no question of discussing
every issue or the totality of issues or policies,
strategies and tactics, at meetings convened before and

during every session.
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32. Simultaneously with the working of the GATT's
informal Group, there was also at work an analogous group
in UNCTAD (called the Co-ordinating Group of 77), meeting
from time to time at the instance of the MTN Project of
that Organisaticn. Apart from the fact that it was given
technical briefing on several issues every now and then,
its effectiveness vis-a-vis the negotiations seems to

have been no greater than that of the Group within GATT.

33. Among other factors contributing to the absence of

any formal group arrangements in. the MTN was that the
industrialised countries were able to get more or less what
they wanted in the course of negotiations by a largely
bilateral approach as between themselves and towards
developing country problems. In any case, they had their own
differences too, as has been indicated already, and in the
situation which developed during the negotiations, they could
not have much use for any kind of caucus among themselves

(1ike Group 'B! in UN).

34. It has also to be mentioned that GATT, as a largely
tradition-bound Organisation, has not encouraged any
grouping of countries, and no servicing for Group meetings
of the kind provided by UNCTAD is normally available from
the GATT Secretariat. It has been argued that the
interests of individual developing countries in GATT

could be markedly different on different issues; and that
the legal position is that they and each one of them, are a
contracting party to the General Agreement, each having

its own responsibilities and its own rights.
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T1T Role or Developing Countries in GATT

35. With the GATT itself set to function as the continuing
machinery for further negotiations and to work out the future
relationship between industrialised and developing countries in
the field of international trade, the question arises as to
whether the manner in which the organisation itself has been
functioning and its procedures and practices are such as to
ensure for developing countries a fair and proper participation

in its decision making processes.

36. From a membership of hardly more than ten when the GATT
was first established in the late 'forties, the number of
developing countries which are actually members of the organi-
sation, inclusive of those which have a de facto membership, has
now risen to eighty-six. Keeping in view the dominant and
nearly exclusive role of developed countries and the meagre
participation of the developing countries over the first decade
of its existence, it used to be said in the early years of GATT
that it was essentially a "rich man's club”". 1In spite of the
setting up of a number of Committees in subsequent years to take
care of the particular concerns of developing countries such

the Committee on Trade and Development, the Sub-Group on Tropical
Products, the 'Group of Three', etc., the feeling at the time the
MTNs were launched remained that the participation of developing
countries in the GATT was nowhere near being commensurate with
the strength of membership they had attained by then in the

Organisation.

37. The manner in which GATT discharges its responsibility
through its various organs has contributed in no small measure

to the feeling in the past among developing countries that its
functioning is not conducive to a successful resolution of their
problems. The Annual Meetings of Contracting Parties, the
supreme body administering GATT, has rarely taken any substantial
decisions itself, and acts generally on the recommendations of
the Council. From meetings lasting a week or more in the early

years, the Annual Sessions have latterly become purely formal
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meetings of 1-2 days (except in the case of the 35th Session in
1979 which had to formalise all MTN decisions); all its powers,
including settlement of disputes, have virtually been delegated
to the Council, which consequently has emerged as the pre-eminent
and most influential body in GATT, where the developed countries!

voice is indeed powerful and decisive.

38. Almost all decisions in GATT bodies are by consensus, and
opposition or reservation to particular proposals even by a single
member, especially the more powerful members, would mean either
the postponement of the issue or the rejection of the proposal.
Indeed, it has often happened that even in disputes as between
the major trading powers like the EEC, USA and Japan any
reservation entered by anyone of them against an otherwise
unanimous endorsement of a particular view has had the effect of
delaying a decision until an understanding is reached between

the parties involved. Bilateral approaches, which for developing
countries necessarily mean acting from a position of weakness,
could lead to compromises which would not necessarily be re-
quired to be entered into under the General Agreement and would

not be in their interest.

39. At the end of the Tokyo Round, and taking into account
the part sought to be played by developing countries in the
course of the negotiations, it might have been hoped that there
would be a significant augmentation of these countries role in
the day to day functioning of GATT, in addition to the part they
are to play in the continuing negotiations. This has no doubt

happened, but only to a limited extent.

40, The GATT Committee on Trade and Development which was set
up mainly to deal with the interests of developing countries has,
in pursuance of the decision taken at the 35th Session of Con-
tracting Parties in November 1979, acquired certain additional
responsibilities and duties, and has also set up a Sub-
Committee in terms of Resolution 131(V) of UNCTAD to deal with
Protective Measures. An Agreement on the GATT Framework for the

future of international trade, dealing specifically with a
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number of conerns of developing countries, was reached at the end
of the Tokyo Round, and the Committee on Trade and Development

has the responsibility for supervising the implementation of

the provisions therein relating to special and differential
treatment for developing countries. Its work is to cover, in a
vague sense, trade and development policies, including trade
liberalisation and the special problems of the developed countries
(for which a separate Sub-Committee has been set up). With all
this, however, this body remains a kind of 'Grievances Committee!'
for developing countries where complaints are heard but little

action by way of redress seems to emerge.

41. A great deal was expected of the Sub-Committee on
Protective Measures which was set up under the Committee on
Trade and Development as a result of the MTN, but the cir-
cumstance surrounding its establishment were hardly propitious.
Even while it was being constituted, developed countries
expressed reservations about its being empowered to make re-
commendations to the Trade and Development Committee, not to
speak of taking any decisions. In the absence at its first
meeting in July 1980 of any notification about the protective
measurcs introduced by developed countries, the GATT Secretariat
had itself prepared a statement for the use of the Sub-
Committee of what could be regarded as protective action.
lfowever, the sensitivity in this behalf was so great that a
gqualification was made to the effect that it had been prepared
without prejudice to the rights of GATT members and to the views
of individual contracting parties as to the nature of nomenclature
of the particular measures included in the statement. How far
the Sub-Committee, either by itself or through its main
Committee, can break through such legacies of past GATT pro-

cedures and filfil its functions remains doubtful.

42. A Management Group, since commonly referred to as the
CG-18 ("Consultative Group of Eighteen"), was established by a
Council decision of July 1975, to fill what was at that time
considered a lacuna in GATT organisation. This arose from the

belief that as in the IMF at that time (with its Group of Twenty),

22



there should be a high-level body in GATT to deal with major
policy questions, especially in view of the rising tide of
protectionism; and a Group consisting of eighteen member
countries was accordingly brought into being on a temporary
basis (since made permanent), with equal representation for
industrialised and developing countries (EEC being reckoned as
one country). The terms of reference are, mainly, to keep under
review international trade developments with a view to the
maintenance of trade practices consistent with the General
Agreement, and to act in order to forestall sudden disturbances
in the trade field as far as possible. The Group was expected to
take into account the special characteristics of developing
country economies and problems, but its working was not to
prejudice in any way the rights and responsibilities of con-

tracting parties.

43. The Group has held several meetings - almost once in a
quarter, and has been assigned certain specific functions in
relation to GATT's post-MTN programmes, such as structural
adjustment and trade policies, trade policy aspects of the
North-South dialogue, and overseeing the implementation of MTN
results. The effectiveness of this body, especially in dealing
with the concerns of developing countries remains unclear after
some five years of its working, partly because it has so far
been able to address itself only to the more general issues and

not dealt specifically with developing country problems.

1V. Tasks before developing countries - strengthening of their
role in GATT

44. After the long and arduous labour involved in the conduct
of the Multilateral Trade Negotiations, and with the limits more
or less reached for further liberalisation in the tariff field
as among the industrialised countries, it seems unrealistic to
expect that there will be a further round of multilateral trade
negotiations under GATT for at least a decade or more. (Indeed,
there is an influential viewpoint that "the international trade

negotiating process should be an on-going permanent feature of
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the system and not one of periodic trade rounds".)1 It would
therefore be premature at this stage to consider how developing
countries may face future ad hoc negotiations like the Tokyo
Round, although their experience of these negotiations could have

value in the further negotiations undertaken in GATT or elsewhere.

45. Developing countries have a present and continuing task
securing the fullest implementation of the MTN results in their
favour, negotiating within the GATT machinery the various un-

resolved problems and strengthening their position and role in

the GATT framework.

46. In relation to the implementation of the results, there

is comparatively little that can be done in the tariff field
since negotiations in this area have been completed, and all

that may be practicable is some slight advancing here and there
of the staging of the reductions, about which much was heard

but little done during the negotiations. 1In the tropical products
area, the understanding still is that the unfulfilled requests of
developing countries would continue to be dealt with in the GATT
machinery, and this, together with the question of tariff
escalation in this area, as well as generally with reference to
industrial products, will therefore be among the priority issues
to be pressed in the appropriate bodies of GATT. The experience
gained by developing countries in MTN would have to be put to use
in negotiating these and other issues, so as to avoid as far as
possible the dangers of bilateralism and the tendency towards
decisions reached among restricted groups being imposed without

regard to the interests of parties not so involved.

47 . Among the major issues still to be negotiated is the
question of safeguards, and the hope that this would be resolved
by the end of 1980 has had to be given up in view of persisting
differences even as between some developed countries. The

present intention would appear to be to reach some kind of

LSee Page 101 of the Article entitled "The Liberal Trade System
by Professor J.A. Jackson in the Journal of World Trade Law -
March-April 1978.
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agreement by April 1981, for which purpose the Committee set up
by the Contracting Parties will continue in existence. In any
case, the indications are that since some ground has been vielded
by developing countries already on the principle of selectivity,
there could be more pressures on them in the direction of
accepting the EEC position in regard to prior consultation,
surveillance, and adjustment assistance measures, thus watering

down considerably the stand that developing countries have taken

on these issues.

48. The conclusion of a number of Agreements on Non-Tariff
Measures has been regarded as a major achievement of the
Multilateral Trade Negotiations, marking a significant advance
from the objectives and accomplishments of the Kennedy Round.
Nevertheless, it is in this area that developing countries have
had serious reservations in many cases, and there has been a
reluctance so far on the part of most of them to subscribe to
Agreements. On balance, however, it would seem that their role
in the GATT and their substantive concerns generally could be
helped by their subscribing to most of the Agreements, expecially
as the provisions relating to special and different treatment for
developing countries included in some of them are applicable

only to signatory countries. Obviously, Agreements like those on
Dairy Products and Meat, as also that on Trade in Civil Aircraft,
have limited interest for them. In regard to Agreements like
those on Technical Barriers to Trade and Government Procurement,
the responsibilities that they will be called upon to bear if
they subscribe to them may be outweighed in due course by the
benefits that they might derive. The Agreements on Import
Licensing and Customs Valuation could likewise involve few
pronounced disadvantages, and even these may be overcome over

a period of time. Some of these Agreements provide for delayed
implementation in the case of developing countries, and special
provisions for the least developed among the developed countries.
Tt is essential that as and when they decide to participate in
these Agreements, developing countries seek from the very
beginning to put to use the technical assistance provisions to

their fullest extent.
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49. The Agreement on Subsidies and Countervailing Duties
stands on a somewhat different footing.The USA made it clear from
the beginning that it would not apply the provisions of the
Agreement to non-participating countries, and consequently the
so-called 'injury test' accepted by it under the Agreement in
supersession of its domestic legislation would not be applied
to countries which either do not accede to the Agreement or are
not accepted by USA as partners in the Agreement. Thus, when
India acceded to the Agreement earlier this year sometime after
USA did, USA invoked the provisions of Article 19(9) to keep
India out of its bilateral purview on the ground that no
commitment of the kind envisaged under Article 14(5) - to phase
out export subsidies - had been undertaken at the time of
accession by India. Consequently, countervailing duties were
imposed on certain imports from India into the USA without
employing theinjury test, and the matter has since been referred;
at India's instance,to a panel under the provisions of Article
XXIII of GATT. Examples like this have given rise to the
apprehension that industrialised countries view the provisions
of Article 14(5) as mandatory and not just hortatory.1 They
have also added to doubts about industrialised countries being
earnest about implementing the provisions of such Agreements in
letter as well as in spirit in cases where developing country

interests are involved.

50. The circumstances in which it was finally agreed at the
1979 Contracting Parties! meeting that observers could be
admitted to the deliberations of the various Committees set up
under the various Agreements may have also added to the
hesitancy on the part of developing countries to accede to the
Agreements. The provision about allowing observers from
countries which had not signed the Agreements upto November 1979
(this really meant the great majority of developing countries)
was accepted by developed countries only after intensive

negotiations, during which the latter had initially insisted on

1.See Page 104 of the March-April 1980 issue of the Journal of
World Trade Lawjan Article by Professor Bela Balassa.
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restricting access to the Committee meetings only to the
signatories. However, with the provision to allow observers
from other countries, it should now be possible for the latter
to monitor the meetings of Committees to the fullest extent
practicable, either through their Missions or through represent-
atives sent specially to the periodic meetings, so as to enable

them to decide eventually whether or not to subscribe to them.

51. Developing countries have repeatedly expressed their
disappointment at the final formulations in the GATT Framework
Text adopted at the 1979 Session of the Contracting Parties,
which resulted in considerably watering down the initial
Brazilian proposals. With the textual provisions as they stand,
however, it is possible to envisage certain improvements in
procedures for obtaining waivers as well as in those adopted

for balance of payment consultations (which had been characterised
in the past by some developing countries as harassing). It is
imperative, therefore, that developing countries invoke the
revised provisions in an unfailing manner that whatever has been
achieved may be put to maximum use. The dispute settlement
mechanism provided for in the text could be especially valuable
from the point of view of developing countries, and it has been
suggested that this could be used to bring in the so-called

'voluntary export restraints' - for whatever it may be worth.

52. Among the results of the negotiations is a provision for
reviewing the working of GATT, keeping in view the demands and
aspirations of developing countries, but to what extent and in
what manner this will be done is unlikely to be known in the
near future. The immediate preoccupation of all concerned,
especially the industrialised countries, will obviously be the
implementation of the MTN results, the consolidation of the
various concessions agreed on and the functioning of the new
bodies that have been brought into existence; these could well
be offered as a reason for delaying any substantive consideration
of major issues such as the further reform of GATT. It would
nevertheless be necessary for developing countries to pursue

this question sooner than later.
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53. The question also arises as to how in the light of their
ex;-erience of the working of GATT, developing countries may re-
adjust their role in the coming years so as to derive the maximum
iossible advantage. It has been obvious that their rising member-
ship and their predominant strength in numbers have not by them-
selves achieved an adequate improvement in developing country
positions. Indeed, as Mexico recently pointed out when it
discontinved the negotiation for GATT membership, "the position
of poor countries within GATT is weak because they lack the
economic and political potential, because the rules of the game

do not favour them, and because the scope of the negotiations

is limited"”. Mexico felt that "outside the General Agreement,

on the other hand, they could rely on collective strength, use
more appropriate forums, and the scope can be extended including
strrategies as well as products".1 The implication is obvious
that developing countries will have to continue to seek solutions
to their trade problems elsewhere too - as, for example, in
UNCTAD in fields like commodities, manufactures, GSP, transfer of
technology, etc. and in the UN and elsewhere for fundamental

policy changes.

54. Reference has been made in SectionI] of the paper to the
question of organisation of regional and interest groups during
the MIN. Considerations mentioned in that context apply mutatis
mutoandis to the normal workings of GATT also. Whatever the points
of difference in the way in which developing countries organise
themselves in UNCTAD and in GATT, there seems little prospect

of any viable or strong group system evolving in GATT as it now
functions. The hope that by subscribing to the various
Agreements under MTN, developing countries can act as a 'pressure
group'2 seems rather slim in the circumstances; indeed the fact
that many developing countries are still hesitant about signing

the Agreements and are adopting a wait-and-see attitude seems to

1.Quotations taken from Page 54 of the Pre-Publication issue of
the Journal "South".

2.See Page 118 Journal of World Trade Law, March-April 1980-an

Article by Professor Bela Balassa, entitled "The Tokyo Round
and the Developing Countries".

28



be a measure of their scepticism in this behalf. As pointed out
above, the role of developing countries as a whole has not been

that of a 'pressure group' in spite of their numbers.

55. There is little doubt, however, that developing countries
have to devote increasing attention to building up their in-
dividual capacities and skills, and utilising to the greatest
advantage the technical assistance provided by GATT, UNCTAD

and other similar organigations. Inherent in the process is the
need for developing countries, which have so far refrained from
bringing before GATT or its various bodies their grievances

in the form of concrete complaints about contravention of
particular provisions of GATT, to do so, instead of in terms of
general complaints and grievances often made in the forum of

the Committee on Trade and Development.

56. A feeling does exist that even the limited opportunities
provided by the existing framework for securing a redress of

their grievances are not being put to use by developing countries
fully or by employing the accepted legal procedures. Far more

use has been made by the developed member countries, for example,
of the provisions of Article XXIII:2 about settlement of disputes
than by developing countries. If developing countries are to play
their full part in GATT, and the changes brought about in the MTN
in the working of GATT organs are not to have merely cosmetic
effects, there can be no escape from making as diligent use as
possible of the provisions of the General Agreement and the new
Agreements under MTN in regard to dispute settlement, as developed
countries have invariably been doing all along. This has been
rendered somewhat less difficult for them in view of the clearer
statements of rights and responsibilities in a number of areas

as a result of the MTN, and of the new disciplines introduced in
some cases which may conceivably make for less frequent (or

less obvious) exercise of power by the strong over the weak.

57. There is again a feeling that the new forums provided
under GATT, such as the Sub-Committee on Protective Measures, are

not being put to use to the maximum extent. In spite of a number
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of communications in the latter half of 1980 from the Chairman
of the Sub-Committee and the GATT Secretariat inviting from
developing countries (among others) a catalogue of instances

of protectionist action taken by industrialised countries, the
response seems to have been meagre. This may have been because
developing countries have not had the time or the resources to
identify and bring to notice such instances; in some cases, too,
the matter may not have received the attention it undoubtedly

needs.

58. As indicated earlier in this paper, there is very little
publicity about matters connected with GATT, especially in
relation to developing country problems and how they are dealt
with in the Organisation. It may serve developing countries'
purposes better if the latter saw to it that their problems -
and more especially what they regard as inequalities and
imbalances - are brought to public attention as often as possible
so that the curtain may at least occasionally be lifted from

the normal workings of GATT and make them more responsive to

developing country aspirations.

59. In the long term, however, all these may tend to be
regarded as only modest improvements, whereas fundamental changes
will be called for in the approach of GATT to developing country
problems by which their role is strengthened. It may be that

this will become more feasible if and when the global negotiations
such as are envisaged under UN auspices make progress, rather

than by efforts from within the Organisation alone.

V. Summary and Outlook

60. The intention in this paper has been to examine the role
of developing countries in the Tokyo Round of Multilateral Trade
Negotiations, and more importantly, their position in GATT as

transformed by its results.

61. Although the objectives embodied in the Tokyo Declaration

in respect of trade of developing countries marked a distinct
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advance from those in the earlier GATT negotiations, it appeared
soon after the commencement of the negotiations that the conduct
and management of negotiations resulted in placing developing
countries at a disadvantage. The on-again-off-again character

of the negotiations in the first few years, and serious differences
among the major participants on important issues which lasted
almost till the last year of the negotiations contributed to the
difficulties experienced by developing countries in organising

effectively for their participation.

62. The manner in which the various Groups and Sub-Groups
constituted by the Trade Negotiations Committee to conduct
negotiations met and transacted business, and the paucity of
information coming out of them from time to time in the initial
years, and the failure of the Trade Negotiations Committee to
discharge its tasks adequately, especially in the later stages,
also constituted a serious hindrance to adequate developing

country involvement.

63. Not least, the concentration of the negotiations in the
final stages in the hands of a few major trading countries, with
infrequent and inadequate consultations with developing countries
(and sometimes even with other developed countries), confirmed
the belief among developing countries that they were being
pushed to the periphery in the negotiations. It is true that
developing countries had greater opportunities in this Round
than in the earlier negotiations, and that there have be=n
certain gains such as in obtaining special and different
treatment in particular areas while benefiting from the overall
trade liberalisation. This, however, did not serve to mitigate
at the time or later, their feeling of inadequate involvement

in the negotiations.

64. The manner in which the Multilateral Trade Negotiations
were conducted has undoubtedly its close parallel in the way in
which GATT itself has generally functioned over the years since
its inception. The negotiations, and to a smaller degree the

working of GATT in the years preceding them, have led to some
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desirable and somewhat marginal changes in the basic philosophy,
objectives and goals of the General Agreement; but attitudes

and procedures have changed little, if at all, and are still
regarded as being more in tune with the permanent trading
interests of the rich countries. GATT has thus remained very
much the kind of instrument it was to begin with, one devised by
industrialised countries for dealing with their mutwal trading
problems - and the addition of an impressive number of developing
countries to the membership of the Organisation has not made the
kind of difference that might have been hoped for. It is no
coincidence that GATT was bracketed with IMF in the documentation
put forwarded by the '77' at the recent special UN Session
convened to launch global negotiations, it was an indication that
there is close kinship between the workings of the two

organisations vis-a-vis developing countries.

65. Developing countries have, all the same, to utilise for
their benefit both the Organisation and the new instruments and
modalities in the coming years. No ad hoc round of trade
negotiations such as have been organised in the past under GATT
auspices may reasonably be expected in the near future, and so
long as a comprehensive international trade body such as has
been envisaged in the past (and even in recent times as in the
Brandt Commission report and by the Commonwealth Secretariat
Task Force) remains a somewhat distant goal, developing countries
will have to operate within the framework that has come into
existence with a view constantly to improving it and for
obtaining and maintaining their rightful share in decision-

making and in securing benefits.

66. Thus, in addition to taking advantage of the modest tariff
reductions (MFN as well as GSP),seeking further liberalisation
in the tropical products area and continuously striving to se-
cure improvements in the framework of GATT, they might, after a
period of watching, decide on which of the MTN Agreements they
would participate in. The Committees set up under these
Agreements to supervise their working have wide powers, and but

for the compromise (somewhat weak as it stands) about their
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reporting periodically to the Contracting Parties, they
threatened at one time to become completely autonomous and to
compartmentalise the working of GATT. Several of the
Agreements contain provisions for their amendment, and developing
countries may well seek to obtain suitable amendments over a
period of time; in any case the provisions in some of the
Agreements about special treatment and about technical
assistance for developing countries (and to the least developed
among developed countries) would have to be fully put to use.
The way in which some of the Committees have already functioned
and the manner in which the provisions of at least one non-
tariff Agreement have been interpreted and used by a major
trading country do not augur well for their functioning in aid
of developing countries, and this situation seems to call for

even greater vigilance on the part of the latter.

67. More intensive and closer participation of developing
countries in the working of the GATT Council by the use of such
manpower as they possess and such assistance as they can get

from GATT, UNCTAD, the Commonwealth Secretariat and other

sources would seem to be indicated in the coming years for
strengthening the role of those countries in the Organisation as a
whole. It seems that the Committee on Trade and Development,
although enjoying increased powers as a result of the Tokyo

Round, seems destined to remain a body for airing developing
country grievances without substantive powers; the hopes raised
when a Sub-Committee for Protective Measures was constituted
under it for putting protective action by developed countries
under the microscope, do not yet seem to be showing signs of
realisation, partly because of the developing countries' own
inability to bring to notice and to highlight adverse actions

the part of industrialised countries. In order that new
instrumentalities of this kind may yield adequate benefits for
developing countries, it needs to be reiterated that their own
efforts in the field of participation will have to be considerably

reinforced.
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68. With the limitations under which developing countries
have operated and will necessarily have to operate in the

coming years in the GATT framework, and with no "evolutionary
leaps" expected within the Organisation to improve the situation
of developing countries, the latter have in the long run to look
also for improvements by the exercise of external pressure -
among others through the global round of negotiations envisaged
under UN auspices in implementation of the New International

Economic Order.
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The Tokyo Round and Agricultural Exports of

Developing Countries

1. After having been virtually ignored during the earlier
rounds of multilateral trade negotiations some trade improvements
have taken place within the agricultural sector during the Tokyo
Round. However, it is necessary to distinguish between those
products categorised as tropical products vis-a-vis agricultural
products. Most of the improvements occurred in the Group
"Tropical Products", (in essence non-competing agricultural
products)where, of the 4,400 dutiable items at the tariff-line
level subject to requests for concessions, most-favoured nations
concessions and Generalised System of Preferences contributions
were granted with respect to some 2,930 tariff items, rather than
in the Group "Agriculture" incorporating temperate zone agricul-
tural products such as processed fruits and vegetables, vegetable
oils, sugar and sugar products and tobacco where little progress

was made.

2. Regarding tariffs - the easiest measures of agricultural
protection to identify - it has been estimated that concessions
were granted in the multilateral trade negotiations on one
quarter of dutiable imports of agricultural products entering
the European Economic Community and eight other major market
economies, with the average tariff cut - on those items where
concessions were granted - amounting to 40 per cent.2 More
specifically, the average most-favoured nation tariff rates for
imports of agricultural products into developed markets from
developing countries have been cut to 6.9 - 11.0 per cent
(depending on the method of calculation) compared with the
average pre-multilateral trade negotiation rate of 7.9 - 11.7 per

cent.3 Such a generalisation however obscures the wide range

1. For further details see General Agreement on Tariffs and Trade
(1979) The Tokyo Round of Multilateral Trade Negotiations,

April 1979.

2. General Agreement on Tariffs and Trade (1980) The Tokyo Round of
Multilateral Trade Negotiations, II - Supplementary Report,
January 1980.

3. Ibid.

37



of tariff cuts by commodity and by country. For example, for the
82 items covered by Table 1 imports into the three markets from
developing countries amounted to US%19.1 billion in 1976. How-
ever, 23 items mostly primary commodities with a total import
value of USZ7.3 billion were zero-rated before the Tokyo Round.

0f the remaining groups no most-favoured nation tariff cuts were
made on 15 items valued at US$2.7 billion. Cuts averaging less
than 20 per cent were made on 27 items which account for US%4.6
billion of imports, and cuts ranging from 20-55 per cent were

made on the remaining 17 items. Further, numerous tariff barriers

remain especially those on processed products.

3. However, tariff barriers are only a part of the total set of
protective measures extended to the agricultural sector in most
countries, with the most important non-tariff measures applied to
imports being quantitative restrictions, variable levies,
technical barriers and hygiene regulations and government
procurement. Progess on non-tariff measures was made in the
multilateral trade negotiations through the conclusion of codes
concerning subsidies and countervailing measures, technical
barriers to trade, customs valuation, government procurement and
import licensing procedures. However, as noted by the Food and
Agriculture Organisation of the United Nations "concrete
concessions were granted only on a small fraction of agricultural
items on which requests were made by developing countr-ies.”1 It
remains to be seen how effective these agreements will be in aiding
trade liberalisation. This is especially true at the present

time where there are instances of further measures of agricultural
protection being introduced. In the European Economic Community
for example, export subsidies for beef have recently been granted
and in the United States of America a levy on imports of raw
sugar has been introduced as a result of the falling world price
of sugar. Those examples serve to supplement the evidence that,
notwithstanding the effects of the multilateral trade negotiations,
for certain agricultural products, measures of agricultural

protection are increasing.

1. Food and Agriculture Organisation of the United Nations (1981)
Report of Action Taken on Conference Resolution 2/79 on
Commodity Trade, Protectionism and Agricultural Adjustment,
Committee on Commodity Problems Fifty-Third Session
September 1981 - Report No. CCP 81/12 July 1981,

38



0861 asngny ‘g .UU<\AON\ﬂ.U\m\QB Jusawnoop JVIONN $190d100yg
0°0 LG G*9 G*9 0*0 96 yele | 062 0°0 6°L o*le | 0°l2 33RT000YD ¢
G2 L*96T ¢*o 9°T 1°0~ 6*1¢ 6y 26 0°0 LvvT 2*eT ! e*2t I944Nq puUe JOpMOd *2
0°0 T°86¢ 0‘0 0°0 0°0 °19 0°0 0°0 0°0 ¢eozl 0°¢ 0°¢ SUBdQ BO20) °T

Y0209
0°0 G*621 | 0°0 | 0% G*0 03 7'0[ 62 QLT | 0°62| 0% 1°08 0°81 | 0°ST 8408X4X8 89JJ0D *2
00 8°1.9 2| 0°0 | 0°0 0°0 6*Llee | 00 | 0% yeas 0°6L8 0°6 | o'l PO36BOI I0 udeIn °1
IHAA0D
- 9t 66 9°9 1°0 G*2 goze | Leie 0°0 Al 0'te | 0°1e | suorymredead Jec.g *¢
L ] L] . ® . L] . (] OOO NOW# OOO OQO ogwgw Mvmvﬁﬁowmm ON
0°0 L*€20 1| 9°9 9°9 0°0 GoGed pece | pese 00 9°65Y 0°0 0°0 zefns mey *1
avons
6°0 03 8*0 8°86 60T | T1°21 1°0- ¢*¥s y*oe | 9°02 T°0 9° VLT G*0z | 9*02 *Zan paadasalg *g
L*0 €16t 91| 6°LT 1°0 0°0%T AP G*L g8°2— 03 8°T-| G°¥vl 1°6 26 saTqejados ysaxg °T
SYTAVIADIA
9°¢ 0¥t 9°TT | L°¢T 8°0 9°T¢ L*ve | 1°82 g°G— 03 T*¢~| 0°102 T°02 | €°12 }TNIJ POAZSsdId *2
€1 L°Los 2t 0°¢ - T1°G02 0°92 | L°s¢ g*0— o3 Yo~} T°LG6 8°V¥1 | 0°SGT 3T0IT YSaIg T
IIN4d
G*0 o3 ¥°0 8°21T G 1 6°T IAdond 0°68 6°%1 | 0°GT 0'0 2*62T o2z | pece ysty paredaxdy °g
0°0 9°91.9 0°0 0°0 L°o2 L'soe 1|2V 0°9 g°¢— 03 yee-| 9°¢h1 6°21 | 8°¢T YSTF ysaxg *T
HSId
6°2 03 L2 2* 81 6°¥ 8'9 - (284 8°8T | 6°81 0*0 8° 18T 812 | 8°12 }B9W PaTeCAI °2
T°¢ 8° 181 beg 0°S 9°2 € PLT 0°8 ¢€*6 °T 0% 0°1 8°6LT 6 T°0T jesm ysoIxy °*T
IVEd
sgueyd 9l6T 3850 | g aJueyo 9161 }sod | axg “adaey) 961 3804 | 8ag
pajooloag JITTRY NJW paj0afoag JITIRY NIH pajzoalorg JITTe} HaW
S3TJI3UN00 JUTAOTOASD advaaAy S9TIFUNOO SUTAOTOAID adeIsAy 01I3UN00 SUTJOTOADD aSexasay dnoxd jonpoig
moxy sjxodmy woxJ sjxodmy woxy sqzoduy

893835 POITUR

usdep

£y Tunmmo) oTwouodoy uesdoang

(UOTTTTW § UT SonTep)

sjonpoad TeanjnofLde JOF S3n0 JITIRY puUnoy ohyof 8y} Jo §308J30 8PRIL

[

4714V L

39



4. The effects of the Tokyo round of multilateral trade nego-
tiations on agricultural products, especially those from
developing countries may conveniently be reviewed in detail in
seven main groups namely cereals, meat and dairy products, oil-
seeds and vegetable oils, fruit and vegetables, sugar, beverages

(in particular tea, cocoa and coffee) and fish.

5. There seem to have been few significant concessions in the
Tokyo Round as regards cereals. Indeed cereals were a good
example of the difficulties encountered in negotiating on agri-
cultural products in general because of the divergences of view
between the United States of America and the European Economic
Community. A Sub-Group on Grains, set up as part of the nego-
tiations, never achieved anything of substance since negotiations
on tariffs, etc, were dependent on the establishment of an Inter-
national Grains Arrangement (IGA), for which negotiations were
transferred to the International Wheat Council (IWC). As a conse-
quence of the failure of negotiations in the IWC nothing useful
was achieved in the GATT Grains Sub-Group.

6. Thus it is not surprising that only quite minimal liberali-
sation,1 tariff or non-tariff, took place in the main developed
cereal producing/consuming countries.The European Economic Community,
taking its stand that the common agricultural policy is '"not a
matter for negotiations," made virtually no concesssions apart
From some Generalised System of Preferences reductions on
manufactured cereal products, even though in the case of certain
products, for example, wheat, oats, maize, rice, miliet and
sorghum, the value of imports of each from developing countries
in 1976 was in excess of US®5 million indicating important

developing country supply capacity.

7. Certain United States of America most-favoured nation duties
on cereals were reduced or cut to nil, as were those on macaroni
and some baked products. For these as with maize, which the
United States of America imports in significant quantities from
developing countries, a Generalised System of Preferences rate
of zero was established in 1978. All in all United States
concessions on cereal tariffs under the Generalised System of

1. See UNCTAD CD/230/Add. 6.
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Preferences or the most-favoured nation rate appear to have been
of limited significance. However, apart from the Generalised
System of Preference ceilings (which have been reached on
occasions) there do not appear to be non-tariff barriers in the
United States of America to cereal imports. 1In Japan tariffs as
such on most cereals were not a serious obstacle, so few tariff
concessions were negotiated. Equally, there was no dismantling
of a wide variety of non-tariff measures, such as import or
tariff quotas, state trading, discretionary licensing and

health and sanitary measures. In Canada where a number of
important tariffs on cereals remain, as well as discretionary
licensing in some instances, some tariff reductions were made
while other (temporary) lower tariffs were bound. A few
Generalised System of Preferences rates (for example, on rice)

were introduced in 1977 and 1078.

8. In the heavily supported livestock sector the major con-
concessions granted under the multilateral trade negotiations

were as follows:

(a) There was an increase in the quantities of bovine
meat that can be imported levy-free into the European
Economic Community, for example, the General Agreement
on Tariffs and Trade's frozen beef, special quality
beef and buffalo meat quotas were all raised. 1In
addition, minimum access commitments were
strengthened concerning imports of beef into Japan,
Canada and the United States of America. Specifically,
the United States of America has fixed the minimum
level of imports at 567,000 tons under its 1979 Meat
Import Act; Japan is increasing its imports to a
minimum level of 135,000 tons by 1982/83 and Canada
has established a basic minimum quota of 63,000 tons
in 1980 which will increase in line with the growth in

population.
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(b) Some reductions in tariff duties were granted on certain
categories of livestock products by the Uniled States
of America, Canada, Japan, the Republic of Korea,
Spain and Switzerland. In the United States of America,
the largest importer of beef, for example, the duty
on fresh, chilled and frozen beef has been reduced from

3 to 2 U.S. cents/1b.

(c) From 1980 the European Economic Community has agreed
to import up to 9,500 tonnes of cheese per annum from
New Zealand. This cheese is subject to minimum c.i.f.
import prices. Similar import arrangements have been
negotiated for 2,750 tonnes of mature Canadian cheddar
and 3,000 tonnes of Australian cheese. In the
United States of America access has been granted for
the import of 111,000 tonnes of cheese per annum of
various types,predominantly from the European
Economic Community, New Zealand, Australia and

Switzerland.

9. In addition to the above concessions were the formalisation
of the International Dairy Arrangement, the setting up of the
Arrangement Regarding Bovine Meat which provides for information
exchange and market monitoring and the agreement on codes of non-
tariff barriers. Thus, the overall result of the
negotiations is that while some limited concessions have been
obtained, notably for beef and cheese, no major breakthrough
towards liberalisation of animal product trade has occurred, i.e.
towards the low-cost producing economies of Australia and

New Zealand, and no results of significance for developing
countries, for example, the Argentine. However, it should be
remembered that for the majority of livestock products the
international market is very small ! and that while the impact
of measures of agricultural protection is usually most serious

in the context of developing versus developed economies, live-
stock is one sector where the effects between developed economies

is of most significance.

1. Between 1978 and 1980 only about 6 per cent of the
world meat production was traded, the figures being 1.5 per cent
and 4.5 per cent for eggs and milk respectively. Within the
meat sector itself 12.5 per cent of sheepmeat was traded com-
pared to 7 per cent for beef and even less in the case of pig-
meat and poultry. 42



10. Twenty-seven countries, including the European Economic
Community, undertook to make concessions on oilseeds, vegetable
oils and oilcakes in the Tokyo negotiations. For oilmeals and
oilseeds the concessions tended to be the binding of existing
zero rates. More concessions were granted in the oils and fats
area reducing, to some extent, the problem of tariff escalation,
but there were very few reductions in duties to zero. The
largest number of concessions was in fatty acids and alcohols,
followed by soya bean, groundnut, palm, palm kernel and coconut
oils. There were significant reductions in duties by the

United States of America (the zero rating for coconut oil accounts
for about half the value of total United States concessions),

and by Japan, the latter making concessions on items which
accounted (in 1976) for nearly eighty per cent of the total value
of its imports. Although the total value of concessions made by
the Furopean Economic Community nearly matched that of the

United States of America, it accounted for only about a tenth

of the total value of imports. Significantly there were no
direct most-favoured nation concessions on item 15.07, fixed
vegetable oils, although certain improvements made at Tokyo to
the Generalised System of Preference Scheme were introduced in
1977 as the result of the Community's offer at the multilateral
trade negotiations. Among developing country importers there
were important concessions on certain edible oils by India and

the Dominican Republic.

11. As regards non-tariff barriers the multilateral trade ne-
gotiations resulted in new instruments and texts which may have

a favourable impact on trade in oilseeds and oils. The abolition
of the quota imposed by the Community on imports of fatty acids
and alcohols appears to have been the only major non-tariff

barrier actually dismantled as the result of the negotiations.

43



12. Tariff reductions on fresh and preserved fruit in the Tokyo
Round, although not insignificant in number, are estimated by
UNCTAD to have had almost negligible effects on developing
countries' export earnings (see Table 1). In the United States
market the reductions would have increased less developed
countries export earnings by less than 1 per cent. In the
European Economic Community a fairly serious loss of export
earnings was indicated, mainly from preserved fruit, as the
result of the erosion of preferences. A similar preference
erosion was indicated for fresh vegetables. Although the tariff
cuts of Japan and the United States of America were estimated by
UNCTAD to have positive effects they were expected to yield
little extra in the way of enhanced export earnings for

developing countries.

13. For both fruit and vegetables the reductions in average tariff
levels in the European Economic Community were very small; there
were relatively greater tariff cuts in the United States of
America. The estimated: nil trade effect of the sharp reduction in
Japanese duties on fresh fruit suggests little or no correlation

between the depth of tariff cuts and export earnings.

14. In the sugar sector the achievements of the multilateral trade
negotiations were minimal - due primarily to the fact that at the
refining stage sugar is an almost perfect example of a competing
agricultural produc% - with virtually no concessions granted by
the major developed markets of the European Economic Community,
the United States of America and Japan for raw or refined sugar.
However some concessions were granted for sugar preparations
although their influence on improving developing country trade

is likely to be minimal. Nevertheless the existing arrangements
under, for example, the Generalised Scheme of Preferences of the
United States of America and the Sugar Protocol attached to the
Lomé Convention remain, which continue to support, through the
provision of access, these developing countries party to these
arrangements and thus maintaining that advantage over other

developing and low-cost developed sugar producing countries.
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15. In the beverages sector most-favoured nation and Generalised
System of Preferences concessions were made for tea, cocoa and
coffee in the Tokyo Round of negotiations. In the case of bulk
tea, the European Economic Community reduced its bound most-
favoured nation rate from 9 per cent to zero. The only major
developed economy market which retains duties on bulk tea is
Japan. However, Japan has now introduced a Generalised System

of Preferences rate of 2.5 per cent on imports of black tea from
developing countries, while applying a provisional most-favoured
nation rate. Further, duty-free treatment for the least developed
countries has been granted benefiting many tea exporters including
Malawi, Uganda, Tanzania, Bangladesh and Rwanda. For packed tea
the most-favoured nation duty on imports to Australia was elimin-
ated and Austria reduced its Generalised System of Preferences
rate from 3 per cent to zero. The European Economic Community
reduced its bound most-favoured nation rate from 11.5 per cent

to 5 per cent: however, since the Community allows duty-free
access to all developing countries the cut is of little importance.
Only Japan and New Zealand still impose substantial duties on
packed tea, although Japan reduced its most-favoured nation rate
frem 35 per cent to 20 per cent and also introduced a Generalised
System of Preferences rate of 14 per cent. New Zealand bound its
most-favoured nation rate at 10 per cent and reduced its General-
ised System of Preferences rate to zero. Tariffs on instant tea
are again only significant in Japan and New Zealand of the major
developed lands. With respect to internal taxes on tea (and
coffee and cocoa) imposed by certain countries in the European
Economic Community statements of intent were made as to the

future level of these ’caxes.1

1. Statements on internal specific taxes applied to tropical
products. '"The Community has taken note of the observations
made by a number of developing countries as regards specific
taxes on a number of tropical products. In this respect, the
Member States which apply such taxes make the following
statements: -

- the Government of the Federal Republic of Germany, which
applies specific taxes to coffee and tea, undertakes not
to increase the level of these taxes in the future;

- the Government of Denmark states that it does not expect
to increase the level of the specific taxes which it applies
to coffee and tea;

- the Government of the French Republic, which applies specific
taxes to tea, cocoa and some spices, undertakes not to
increase the level of these taxes in future;

- the Government of Italy, underlining the link with current
economic policy in the present situation of that country,
indicates that it will take this problem into consideration

in a sympathetic manner!".
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16. For cocoa and cocoa products four developed economies,
Australia, Finland, Sweden and the United States of America now
apply duty-free treatment to imports from developing countries
under either the most-favoured nation or the Generalised System
of Preferences tariffs. It should, however, be remembered that
due to the "competitive need" provisions, the United States
Generalised System of Preference treatment did not apply to the
Ivory Coast in the case of cocoa butter during 1977 and 1978,
nor to Brazil between 1978-80 and the Ivory Coast in 1079 for
cocoa powder. Further, in Austria, Canada, Norway and Switzer-
land, cocoa and cocoa products from developing countries have
duty-free access with the exception of cocoa powder. In New
Zealand and Japan duties are imposed on the imports of cocoa
paste and cocoa powder and the European Economic Community imposes
duties on all cocoa and cocoa products. However, since over 82
per cent of total imports of cocoa and cocoa products are admitted
duty-free under the Lomé Convention and other preference schemes
the duties are not very significant over and above maintaining
an advantage for the African, Caribbean and Pacific States vis-
B—Vis other developing producers and exporters of cocoa and
cocoa products. The same comment regarding internal taxes on tea

is applicable for cocoa.

17. For coffee, Sweden, Norway and the United States of America
now give duty-free treatment, under the most-favoured nation or
Generalised System of Preferences tariffs, to imports of all
major coffee and coffee products from developing countries.
Further in Canada and Australia the duties that remain only affect
a very small amount of trade. On the other hand duties are
imposed in a large number of developed economy markets, particu-
larly the European Economic Community, Japan , Finland, Austria
and Switzerland and are higher on the imports of roasted coffee
and instant coffee than on raw or unroasted coffee. An important
feature of the tariff treatment applied to coffee in some
developed markets is the importance of trade from special prefer-
ential sources at reduced or zero rates of duty. During 1979,
for example, nearly 40 per cent of all coffee imports into the

European Community were eligible for import duty-free from the
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African, Caribbean and Pacific States of the Lome Convention.
Internal taxes on coffee are the most important type on non-
tariff barrier but, given the very low price elasticity of demand,
coupled with the fact that internal taxes are both common and
applied at similar rates to all three commodities, the actual

effect on consumption is not great.

18. With respect to fish Table 1 shows that the estimated effect
on developing country export earnings of the reduction in

Japanese tariffs on fresh fish ranks second only to the cut in

the European Economic Community's tariff on green and roasted
coffee - an increase of almost US %21 million as against the US $35

million expansion for coffee. The significant cut in the already

fairly low Japanese average tariff from 6.0 to 4.2 per cent ad

valorem may be seen as a case of enlightened self-interest since
the Japanese diet is so heavily dependent upon imported fish that
it is in the interest of consumers that tariff and other protec-

tion should be reduced.

19. By contrast with the situation in Japan, the modest tariff
cuts introduced by the European Economic Community seem likely
to have a negative trade effect owing to the erosion of prefer-
ences. The Community does not appear to have made any tariff

concessions on preserved fish. In the United States of America

fresh fish bears no duty.

20. The foregoing suggests fairly strongly that the effect of
the multilateral trade negotiations on developing countries'
exports of food products were not as satisfactory as hoped for
in relation to the objectives of the negotiations. Although for
some tropical products tariffs on the raw product are low or
negligible, there remain a number of non-tariff barriers such as
internal taxes, health and sanitary regulations, levies, quanti-
tative restrictions and, indeed as for sugar and cereals, the
agricultural support policies of the developed countries, which
continue to present obstacles to developing country exports. The
introduction of procedures to deal with various non-tariff barriers

does not so far seem to have made any noticeable impact. To the
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effects of the world recession on weakening the demand for food
products has to be added the continuation of protectionist

measures in the developed country importers.

21. It is not possible to assess quantitatively the effects of
the disappointing results of the Tokyo Round, notably in the
agricultural sector, on developing countries' food production
since there can be no definite relationships between the increases
in developing country export earnings and internal food production
capabilities. It would seem, however, that the failure to relax
barriers to freer agricultural trade must constitute a very
serious obstacle to increasing food availabilities in the devel-
oping countries since it depresses agricultural prices and export
earnings which could be used to import production inputs or food

itself.

22. While the limited liberalisation of trade in processed and
manufactured products probably has increased the potential for
expanding food output of those developing countries with sub-
stantial capacity for processing or manufacturing, including the
"Newly Industrialised Countries", the situation is that the
majority of developing countries possess little such capacity in
the short-term, and must continue to rely upon food or agricultural
export earnings to meet their developmental needs. Therefore,
many of the questions relating to agriculture which were addressed
at the Tokyo Round need further attention; in addition a number

of protectionist measures, such as agricultural support policies,
voluntary export restraints and variable levies, which were not
even discussed in the multilateral trade negotiations, should be

on the agenda for future GATT meetings.
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CHAPTER 1

Introduction

1. Increasing protectionism is widely recognised as one of

the principal dangers to world economic health, and in particular
as a major obstacle to the prospects of growth for developing
countries. Both the Report of the Independent Commission on
International Development Issues and The World Economic Crisis
devote considerable attention to the adverse effects of protec-
tionism on trade, production, consumption and employment in both
developed and developing economies.l’2 While, under the General
Agreement on Tariffs and Trade's Kennedy and Tokyo Rounds of
multilateral trade negotiations, and more particularly through

the adoption by the developed economies of a series of Generalised
Schemes of Preference, much liberalisation of trade for industrial
goods has taken place, little has been achieved in liberalising
developing countries'! trade in agricultural products. Restric-
tions on agricultural trade can be far more severe than on
industrial products, particularly in the form of non-tariff
barriers which frequently correspond to tariff equivalents of well
over 100 per cent. There is evidence moreover that protectionism

has been increasing over recent years in a number of major traded

agricultural commodities, including - among products where
developing countries are adversely affected - sugar, beef and
oilseeds.

2. Non~-competing goods, such as tropical food products and

raw materials do not challenge domestic products in the markets
of developed countries, and in general are liberally treated by
importing countries. However, while at the raw material stage
there are few or minor barriers for these products, at stages of
further processing tariffs tend to increase (tariff escalation)
or non-tariff barriers come into greater prominence. These
obstacles to access to markets are among the more important con-

straints faced by developing countries endeavouring to build up

1. Independent Commission on International Development Issues,
North-South: A Programme for Survival, 1980, Pan Books.

2. The World Economic Crisis, a Commonwealth Perspective,
Commonwealth Secretariat,1980.
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their processing industries.

3. Competing goods, i.e. products in which there is direct
competition for exports from developing countries with the domestic
products of developed countries, are faced not only by direct
trade barriers such as tariffs, levies or quotas, but also by a
multiplicity of measures introduced to support or give incentive
to domestic producers. The long existence of such protectionist
measures reflects in part deeper motivations, for example, the
maintenance of self-sufficiency and preservation of national
security: sociological and environmental considerations also play
a part. Exemptions in the GATT rules allow the imposition of
import restrictions on agricultural or fisheries products
"fhecessary to the enforcement of governmental measures", a major
loophole for constraints on imports as a means of support for

domestic programmes to raise farm prices or incomes.

4. For an indication of the extent of agricultural protection
a Swedish Study1 may be quoted, which concluded that "an intri-
cate system of tariffs, non-tariff barriers and subsidies resulted
in an average level of agricultural protection of almost 70 per
cent for the European Economic Community, 80 per cent for Sweden,
102 per cent for Norway and 103 per cent for Switzerland" during
the early 1070s. Further, when compared with levels twenty years
earlier, it was found that protection of the agricultural sector
in many developed countries had increased. However, in contrast,
in the low-cost efficient producers of agricultural goods, for
example, the United States of America, Australia and New Zealand,
the levels of agricultural protection in total were lower than

those for industrial protection.

5. Many developing countries are heavily dependent upon receipts
from the exportation of agricultural materials and food. In Sri

Lanka, for example, over 80 per cent of total exports are accounted

1. 0dd Gulbrandsen and Assar Lindbeck, The Economics of the
Agricultural Sector, Almquist and Wicksell, 1975.
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for by food and agricultural materials, while in Uganda and
Western Samoa the percentage is even higher'.1 Further, the trade
pattern of some developed Commonwealth countries, for example,
Australia and New Zealand is influenced by the ability to export

agricultural products.,

6. This paper reviews in a factual way certain measures of
agricultural protection that have been applied in some of the
important markets for agricultural goods. However, in view of
the extent and complexity of the measures, fully comprehensive
treatment is not possible. Nor is it the intention to discuss
the rationale of these measures or of agricultural protectionism
per se although, obviously, the measures taken must be viewed
within the overall agricultural pclicies of countries' or trading

blocs.

7. Although prominence is usually given to the import contrcl
measures imposed by significant developed economy markets there
are other departures from full liberalisation of trade to which
this paper aims attention where they are of importance for agri-
cultural products. Where relevant, occasional reference is made
to import duties by developing countries. Export taxes are
discussed in those cases where they have been introduced in such
a way as to counter tariff escalation of importing countries.
Those international commodity agreements, which impose export
quotas merit consideration too since they can tend to preserve
the status quo and discriminate, in some instances, against more

efficient producers.

8. In such an examination of measures of agricultural protec-
tion there exists scme formal difficulty with respect to the
extent to which processed products should be considered in the
analysis. Since tariff escalation is a major problem for many
developing countries attempting to industrialise through the
processing of agricultural products, cognisance must be taken of

the extent to which barriers are mounted with increasing severity

1. United Nations Committee on Trade and Development, Handbook
of International Trade and Development Statistics, Supplement
1977.
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vis-a-vis the degree of processing. Virtually all products are
subject to some forms of processing, liberally interpreted, before
export; however the degree of processing varies. A pragmatic
approach has been adopted here, having regard to the form in

which the products are internationally traded: in general terms
early stages of processing have been included, for example, re-
fined sugar, roasted coffee, and refined vegetable oils, while

more advanced stages have been excluded, for example, chocolates.

9. A wide range of measures operate to give protection to
agricultural products. Tariff barriers are the easiest to
identify. However, for a variety of purposes, governments have
resorted in addition to non-tariff barriers. The General Agree-
ment on Tariffs and Trade has, for example, isolated over eight
hundred forms of non-tariff barriers which impinge, to some
extent, on trade. These can be classified into five major groups:
(a) charges on imports, including variable levies, prior deposits,
special duties on imports and internal taxes; (b) specific
limitations on trade including gquantitative restrictions, voluntary
export restraints, health and sanitary regulations, licensing,
embargoes and minimum price regulations; (c) customs and adminis-
trative procedures including customs valuations, customs classifi-
cation, anti-dumping duties, consular and customs fcermalities

and sample requirements; (d) government interventions through
government procurement, state trading, barriers, countervailing
duties and trade diversicn/deflection aid; and (e) specific
standards including packaging, labelling and market regulations,
health and safety standards and industrial standards. Other
direct or indirect measures, often introduced by governments which
result in supporting or insulating domestic prices are also

considered.

10. To understand the extent of agricultural protection in
order to assess its incidence in developed economy markets, it is
necessary to try and quantify the dimensions of protectionism in
agricultural ard processed agricultural commodities. Whilst the
wide variety of measures applied throughout the world makes
quantification difficult some assessment is possible by use of

one or more of the following methods. Thege are to compare
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producer prices with representative world market prices; to
estimate the impact of protectionism on domestic producers and
consumers and on the volume of trade; to estimate the extent of
effective protection enjoyed by processing industries in developed
countries; and to estimate the extent to which the foreign
earnings of developing countries are affected by the support

measures applied by developed countries.

11. Differences between Domestic Prices and World Prices. The

ad valorem tariff equivalent remains the easiest indicator of
agricultural protectionism and is simply the percentage by which
the domestic producer price exceeds the price at which the produce
can be bought or sold on the world market after allowances have
been made for transport costs, insurance, etc. The assumption
behind the indicator is that the divergence is the result of the
aggregate of protecticnist measures. Although the results that
can be obtained are certainly indicators, ad valorem tariff
equivalents should nevertheless be treated with a certain degree
of scepticism since movements in the equivalents over time are
not necessarily due to an increase or decrease in barriers to
trade. Movements in the world price, for example, would similarly
affect the ad valorem tariff equivalent. Nevertheless, a general
rising trend in the ad valorem tariff equivalents in the face of
the cyclical nature of world prices would indicate that domestic
producers are being continually shielded from world supply and
demand fluctuations. Tables 1.1 and 1.2 show the ad valorem
tariff equivalents for Japan and the European Economic Community
for major agricultural commodities. 1In both cases large increases
have taken place although it must be remembered that 1974 and

1975 were years of high world commodity prices. Further, in
making comparisons of levels and trends in support between
countries and over time, the differences in absolute price levels,
rates of inflation and trends in currency exchange rates need to

be carefully considered.

12. Producer Subsidies and Increased Consumer Costs. Another

measure of protectionism is to estimate the unit values of

subsidies tc producers and the consumer costs arising from support

59



TABLE 1.1

Ad Valorem Tariff Equivalents in Japan (a)

(percentages)
Commodity 1974 1975 1976 1977 1978
Rice 72 239 438 501 306
Wheat 100 145 195 379 449
Barley 130 168 224 323 491
Beef 37 228 242 285 251
Pork 28 60 48 106 117
Sugar 40 -11 40 215 330
Source: Monthly Statistics of Agriculture, Forestry and Fisheries, Statistics

and Information Department, Government of Japan (various issues):
M ain Indicators of Agriculture, Forestry and Fisheries, No., 2, 1979,

Note: (a) The statistics given are the percentages by which the domestic
producer price exceeds the price at which the product can be bought
or sold on the world market.

TABLE 1.2
Ad Valorem Tariff Equivalents in the European Economic
Community (a)
(percentages)

Commodity 197;2‘.0/ 1%721/ 1%%,2/ ll%z\?/ 197754/ 197765/ 197776/ 192'é7/ 19]7987 19g8/
Butter 381 72 | 149 | 220 | 216 | 220 | 301 | 288 303 311
e Convay)| .. | 12| 45| 56| 20| 166 | 471 |304 | 358 | 279
Olive Oil 55 53 25 -4 13 | 107 92 | 111 100 93
Oilseeds 31| 47| 31| -23}-20] 27 21| 53 61 85
Soft Wheat 89 | 109 53 ] =21 7 24 | 104 | 116 93 63
Hard Wheat 132 | 154 81 16 20 45 | 136 | 118 116 59
Husked Rice 110 | 105 15 | =40 | =19 37 66 28 57 31
Barley 46 85 37 -4 7 17 47 | 106 125 61
Maize 41 76 43 -2 6 28 63 | 103 101 90
White Sugar 103 45 27 | -3 | -59 9 76 | 155 176 31
Beef and Veal 40 33 12 10 62 96 92 96 99 104
Pig Meat 3 31 47 31 9 13 25 37 55 52
Eggs 101 62 59 11 A .o .o .o . .
Source: Eurostat , Yearbook of Agricultural Statistics, Statistical Office of the

European Communities, various issues.
Note: (a) The statistics given are the percentages by which the domestic producer

price exceeds the price at which the product can be bought or sold on the
world market.
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policies. This method was employed in an earlier Commonwealth
Secretariat paper'.1 An illustration is given in Table 1.3, with
corresponding estimates of the total value of subsidies to pro-
ducers, attributable to policy interventions in the European
Economic Community, the United States of America and Japan for
selected commodities in Table 1.4. The estimates indicate sub-
stantial increases in six of the eight examples in the producer
subsidy equivalent and in costs to consumers between 1976 and
1978. Interestingly, the value of subsidies on sugar to the
producers in the United States of America and the European
Economic Community was higher than the total value of sugar ex-
ported by the developing countries during 1978. The total
additional cost borne by consumers, as a result of protectionist

policies, was of a similar magnitude.

13. Effective Protection for Processing Industries. Further

estimates of the magnitude of agricultural protectionism can be
obtained by calculating the effective rate of protection which
shows the protecticn for value added in a production process.
Nominal and effective tariff rates facing various, although
generally competing, processed agricultural products are given
for the European Economic Community, Japan and the United States
of America in Table 1.5. As can be seen, the rate of effective

protection is usually higher than the nominal rate.

14. The Effects on Developing Countries. A number of research

studies have been carried out during the last quinquennium to try
and assess in quantitative terms, the impact of agricultural
support policies in the developed world on the exports of devel-
oping countries. Although the methods used, the number of
countries and the types of agricultural commodity varied, the

studies arrived at broadly similar conclusions.

1. Price Stabilisation and Income Support Measures in Agriculture
in the US, Canada, EEC and Australia, Lessons and Implications
for the Regulation of International Commodity Trade, T. Josling,
Commonwealth Secretariat, September 1977.
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Benefits to Producers and Costs to Consumers due to Policy Intervention

TABLE 1.4

Producer Benefits

Consumer Costs

Country/Product 1976 | 1977 1978 1976 | 1977 | 1978
billion US$
United States of America
Wheat 0.1 1.0 0.6 - -
Milk and milk products 4.4 5.5 2.8 4.2 5.4 27
Sugar 0.1 0.3 0.8 0.2 0.4 1.2
European Economic Community
Wheat 1.2 3.9 4.8 1.2 3.7 4.7
Milk and milk products 15.7 | 18.7 20.8 14.4 | 17.1 | 18.6
Sugar 0.7 2.4 4.3 0.7 2.2 3.7
apan
Rice 8.0 | 11.0 13.9 6.0 7.9 |10.6
Milk and Milk products 0.8 1.1 1.5 0.7 0.9 1.2

Source: See Table 1.3.
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15. In 1975 the Internaticnal Bank for Reconstruction and
Development1 made a quantitative assessment of the potential
gains in export trade to developing countries by 1980, were there
to be a removal in entirety of barriers to trade in primary
commodities by the developed countries. The hypothesis of trade
liberalisation was taken to mean not only the removal of tariffs
and similar charges but also the dismantling of non-tariff
instruments such as quantitative restrictions, internal taxes
and aids to domestic production. The study was limited in that
it dealt with only nine agricultural commodities, namely beef,
bananas, cocoa, coffee, tea, sugar, cotton, hardwood products
and citrus fruits. These commcdities represented nearly half of
less developed countries export earnings from agricultural
commodities in the base period 1967-69. Further, the assessment
was essentially confined to the effects on trade as measured by
imports of Organisation for Economic Co-~operation and Development

countries (OECD) excluding Australia and New Zealand.

16. For each commodity, projections of trade and prices for
1980, assuming no change in trade constraints, were compared with
estimates of possible trade flows arising as a consequence of
trade liberalisation. The conclusions of the study were that the
growth rate of less developed countries' export earnings from
shipments of the nine commcdities to OECD countries up tc 1980
would rise to 15 per cent per year compared to projections of

12 per cent without the removal of trade barriers. In free on
board (f.o.b.) value terms there would be an increase in less
developed countries annual export earnings from these commodities
by 1980 of US 4.1 billion (in constant 1974 US dollars), a pro-
portionate addition of about 36 per cent. Two-thirds of these
gains were accounted for in three commodities, namely sugar,
citrus fruit and wood products in which possible gains were
estimated at 59, 264 and 50 per cent respectively. For cocoa

and tea, however, gains were negligible, and for coffee less than

7 per cent.

1. International Bank for Reconstruction and Development, IBRD
Bank Staff Working Paper No. 193, Possible Effects of Trade
Liberalisation on Trade in Primary Commodities, January 1975.
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17, The second study is more recent and was published in 1980
by the International Food Policy Research Institute.l This

study makes a quantitative assessment of the potential level and
distribution of increased export earnings among less developed
countries of a hypothetical 50 per cent across the board reduc-
tion of trade barriers on agricultural commodities in OECD
countries. Both tariff barriers and non-tariff barriers which
could be quantified are included in the analysis. Country
coverage was very large; eighteen trade liberalising OECD members
were includedz, the exceptions being Greece, Finland, Iceland,
Portugal, Spain and Yugoslavia, and the fifty-six most populous
developing countr'ies.3 With respect to individual commodities

a total of ninety-nine individual raw and processed agricultural
commodities were included, the only major exclusion being dairy
products owing to the limited exports of developing countries.
The result of such a reduction of barriers would be a US 383
billion increase in the annual exports from those countries for
the commodities and products examined. The increase would amount
to about 11 per cent of total exports of the 09 commodities
included in the analysis. Full trade liberalisation would

4

approximately double the benefit. The potential gross gains
expressed in annual flows for the major products from a 50 per
cent reduction in protection are shown in Table 1.6. Forty-sewven
per cent of the overall increase in exports due to liberalisation
would be acccunted for by the commodity groups of sugar and meats.
In contrast, bananas, tea and cocoa combined would account for
less than 10 per cent of the potential increase in expcrts. It
is interesting to note that except for wheat, maize, mutton and
lamb, pig meat, barley, wheat flour, soya beans and cats, a large

share of the world trade increment in those commodities covered

would accrue to developing countries.

1. A. Valdes, J. Zietz; Agricultural Protection in OECD Countries:

ITts Cost to Less Developed Countries, International Food
Policy Research Institute, 1980.

2. Commonwealth countries included were Australia, Canada, New
Zealand and the United Kingdom.

3. Commonwealth countries included were Bangladesh, Ghana, India,
Kenya, Malawi, Malaysia, Nigeria, Sri Lanka, Tanzania, Uganda
and Zambia.

4. VUnited Nations Conference on Trade and Development, General

Review of the World Commodity Situation, TD/B/C.1/207/Add 2,1980.
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TABLE 1.6

Potential Absolute and Per Cent Increase in Exports of 56 Most Populated Less Developed
Economies by Commodity, following a 50 Per Cent Reduction of Tariff and Non-Tariff Barriers

Increase in Export | Increase as a Percentage |Share Accruing to Share of Sample Developing
: Revenue in Million | of Initial Export Revenues |Sample of Developing {Economies in Total World
Commodity US 8 valued in 1977 { by the Sample of Develop-|Economies of Total Exports
prices (a) ing Economies Increase in Exports Tritiai TPost Tiberalisation

Raw Sugar 682.8 25.2 42.9 38.0 38.9
Refined Sugar 334.2 46.1 (b) 34.8 51.4
Beef and Veal 243.5 74.9 42.7 19.2 25.1
Green Coffee 210.2 3.1 88.8 88.8 88.8
Wine 161.0 46.3 29.0 28.0 28.3
Tobacco 139.6 11.8 43.3 53.0 51.8
Maize 83.4 7.9 14.9 14.9 14.9
Wheat 78.6 13.2 8.5 6.7 6.9
Soy Cake 77.6 8.3 30.2 50.1 47.7
Cocoa Butter 0il 56.5 18.6 90.5 90.5 90.5
Pork 51.0 104.4 7.8 7.8 7.8
Tea 50.6 5.0 90.5 0.5 90.5
Molasses 49.5 21.8 71.3 72.0 71.9
Palm 0il 43.6 4.9 96.7 96.7 96.7
Cocoa Beans 40.9 2.1 92.3 92.3 92.3
Copra 0il 40.7 9.7 91.3 91.4 91.4
Roasted Coffee 38.1 94.9 55.6 61.1 58.3
Olive 0il 36.1 22,0 56.3 56.3 56.3
Potatoes 32.9 53.0 16.0 19.0 17.8
Soybeans 32.0 3.6 22.2 18.6 18.7
Soy 0il 30.3 10.0 (b) 33.6 35.8
Barley 29.3 85.7 8.2 2.9 4.1
Coffee Extracts 28.9 10.7 73.5 80.0 79.3
Apples 28.9 22.9 17.0 25.2 23.2
Groundnut 0il 28.6 9.3 74.4 82.5 81.8
Grapes 28.4 76.4 14.1 14.9 14.6
Cocoa Paste Cake 27.8 19.1 100.0 100.0 100.0
Wheat Flour 25.3 86.9 (b) 2.9 6.5
Cocoa Powder 21.7 39.9 (b) 36.3 46.

Bananas 21.3 4.3 53.1 53.1 53.1
Milled Rice 16.7 1.3 (b) 45.0 45.5
Groundnut Cake 16.0 7.3 93.0 93.0 93.0
Beef Preparations 15.2 5.6 52.4 57.0 56.7
Mutton and Lamb 13.3 28.2 14.7 6.1 7.0
Oranges 13.0 6.4 15.1 23.5 22.8
Copra Cake 12.8 13.8 95.5 95.5 95.5
Malt 12.2 63.8 39.4 3.9 6.0
Beans, Drvy 1.5 7.0 46.4 50.2 49,0
Groundnuts, Shelled 11.4 4.0 62.1 60.8 60.8

Source: A. Valdés, J. Zietz; Agricultural Protection in OECD Countries: Its Cost to Less-Developed Countries,
International Food Policy Research Institute, 1980.

Notes: (a) Commodities in which the increase in expcrt revenue is less than US $10 million include chicken,
sugar confectionery, castor oil, lemon and lime, ocats, sorghum, copra, sunflower cake, paddy and
husked rice, maize flour, millet, rye, dry broad beans, peas, chick peas, lentils, tangerines, grape-
fruit, palm kernel oil, sunflower o0il, rape colza oil, cottonseed oil, tung oil, sesame oil, rapeseed
cake, linseed cake, cottonseed cake, sesame cake, lard, margarine, tallow, wool grease,stearine poiled oil.
hydrogenated oils, greasy wool, scoured wool, groundnuts in shell, coconuts, desiccated coconuts,
sesame seeds, mustard seed, linseed, cottonseed, salted dry beef, meat extracts, bacon and ham, po~’
sausages, pork preparation, chicken preparation, cigarettes, pears, plums and tomato juice.

(b} Total world exports from this commodity would decrease.

67



18. For practical reasons it is necessary to narrow the
present examination to particular products and particular coun-
tries. The agricultural areas chosen are the sugar sector, the
livestock sector, the beverages sector (non-alcoholic) and the
oilseeds, oils and fats and cilmeals sector. Among the criteria
used in the choice of sectors was the consideration that this
selection reflected the interest of both developed and developing
Commonwealth countries, the Caribbean countries and Australia in
the case of sugar, Oceania and Botswana for livestock, the Indian
sub-continent and many Commonwealth African states in beverages
and the widespread importance of the oilseeds sector. Further,
the choice reflected the variety of agricultural products, with
tree crops, livestock and field-crops all being represented, as
well as giving a balance between competing and non-competing and
processed and unprocessed agricultural products. With respect
to the market coverage prominence is given throughout the paper
to the United States of America and the European Economic
Community primarily because of their significance in the pro-
duction, consumption and trade in the sectors being considered.
Where pertinent, the coverage extends to Canada, Japan and other
Western European ccuntries, and also to Australia and New Zealand.
Finally, some comments on measures of protection in developing
countries have been made in instances where those countries are

important importers of the commodity concerned.

19. Within these somewhat arbitrarily established parameters
the paper attempts to bring together some of the information that
is available from different sources. As such, the paper can be
seen as presenting work that has already been undertaken, rather

than any particular new information or analysis.
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CHAPTER 2

The Sugar Sector

Introduction

20. Sugar is amongst agricultural commodities that can be grown
both in the tropical and sub-tropical zones, as sugar cane, and

in the temperate zone, as sugar beet. While beet is an annual crop
taking some six to eight months before reaching maturity the first
harvest of cane takes place between one and two years after
planting and replanting is not required for about five years.
Although production costs of cane and beet sugar vary widely
because of numerous factors such as the nature of the two plants,
yields, sugar content and the degree of processing required, on
reaching the refined stage they become almost perfect substitutes
for each other providing one of the best examples of a competing
agricultural product, i.e. a product in which there is direct
competition for exports from developing countries with the domestic

products of developed countries.

21. World sugar production has been increasing at about 3 per
cent per annum since 1960. In 1980 production totalled 84.61

million tonnes raw value (Table 2.1) with the five largest

producing countries plus the European Economic Community1 accounting
for 54 per cent of the total. Sugar produced from cane accounts

for about three-fifths of total production. Less than 30 per cent

of world production enters world trade. With the exception of the
European Economic Community the major exporting nations are all cane
producing, the most important being Cuba, Brazil, Australia

the Philippines and the Dominican Republic, which together

accounted for two-thirds of world exports during 1980. The six

major importers in the same year in order of importance were

the Union of the Soviet Socialist Republics, the United States of

America, Japan, the European Economic Community, China and Canada,

1. All references to the European Economic Community in this
paper exclude Greece.
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and accounted for 54 per cent of the total. As a result of
Special Arrangements, however, not all exports enter the world
market. Until the end of 1974 about half the world trade was
covered by these types of arrangements, for example the Common-
wealth Sugar Agreement and the United States Sugar Act, but
since their expiry (even allowing for the Sugar Protocol of the
Lome Convention) the percentage of sugar traded under these

special arrangements has been reduced (Table 2.2).

Domestic Support Policies

22, Sugar producing countries generally pursue protectionist
agricultural policies to support their producers and their
processing industries although these policies do not appear to
have stemmed from broad economic and social considerations. The
support systems that have arisen, although reflecting basic
considerations, owe much to the lobbying ability of those involved
in its production and marketing. Nevertheless, the range of

measures that have been used is very wide.

23. An estimate1 of the extent to which national producer
returns and consumer costs are influenced by government policies
is given in Table 2.3. This estimate attempts to measure the effect
of government policies in subsidising sugar producers and sugar
consumers for four major markets, namely the European Economic
Community, the United States of America, Australia and Canada
throughout the last decade using the Producers Subsidy Equivalent
which represents the direct subsidy that would be necessary

to replace the various policies employed and the Consumer

Subsidy Equivalent which represents the direct consumer

subsidy. Where a market is protected for the benefit of
producers the Producer Subsidy Equivalent will be positive

and normally the Consumer Subsidy Equivalent negative. The
results indicate that the European Economic Community has the

highest level of support and Australia the lowest. The results of

1. TIn an article by Harris, S (1980) U.S. and L.E.C. Policy
Attitudes Compared Towards the 1977 International Sugar
Agreement, Journal of Agricultural Economics Volume XXXI

No. 3.
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stabilising domestic markets can be seen by examining the period
between 1973 and 19751. Since the support prices for domestic
producers showed hardly any change, the degree of support declined
dramatically so that for a short period of time, certainly in the
European Economic Community, producers were actually supporting
consumers. Subsequently, however, the producers were again being

subsidised by the consumers.

24. Following from the price effects of support policies are
the effects on domestic production and, given the importance, as
exporters or importers, of the European Economic Community and the
United States of America, (as well as the Commonwealth countries
of Canada and Australia) the effects on the level of international
trade. In Table 2.4 estimates of trade volume changes as a direct
result of domestic government policy are given for four major
economies. (It should also be noted that some domestic policy
decisions have implications for the pattern of international

trade which are more important than originally foreseen. One good
example of this has been the growth of the British Sugar Corpora-
tion at the expense of Tate and Lyle precipitating the closure

of some of the latter's refineries and thus putting some doubt
upon the commitment by the European Economic Community of importing
significant quantities of cane sugar). The results in Table 2.4
indicate the destabilising influence of domestic government policy
in the markets examined. When there is a large available quantity
of sugar on the world market attempts by those countries

to either increase the volume of exports or reduce the volume

of imports has tended to exaggerate the downward movement

of world prices while the opposite trend has occurred at

times of a scarcity of supply on the world market. Since these

nations, as has been indicated in Table 2.1,are significant on

1. World spot prices rose from 15.16 US cents/l1b in the
beginning of 1974 to 56.14 US cents/lb at the end of that
year thereafter falling back to 13.65 US cents/lb by the
middle of 1975.
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the world market the problem has been exacerbatedl.

1. In this context it is pertinent to examine the Australian
complaint to the General Agreement on Tariffs and Trade (GATT).
During 1979 Australia (and Brazil)formally complained to the
GATT panel about the European Community's policy of giving
cash subsidies to sugar producers for exported sugar when
world market prices are below the Community's intermnal prices
i.e. export refunds. The case was based upon a GATT rule
that forbids any member from using export subsidies which
give it a "more than equitable share of world export trade
in that product". Subsidies are also banned if they prejudice
or "constitute a threat of serious prejudice" to the export
interests of other GATT members. At the end of 1979 the panels
of GATT ruled that whilst finding that the Community's export
refund policy is "a permanent source of uncertainty in the
world sugar market and therefore constitutes a threat of
serious prejudice" to Australian and Brazilian export
interests "it was not feasible to quantify the prejudice in
exact terms". Following this ruling a bi-lateral solution
between Australia and the Community was sought during 1980.
These negotiations were unsuccessful. As a result a working
party of GATT was established in response to further concern
expressed by both Australia and Brazil regarding future action
on the above ruling. Both countries pressed that the European
Economic Community create "pre-established effective
limitations to its sugar subsidy system so that it will not
again depress world prices nor be a permanent source of
uncertainty on world markets'". However, at the beginning of
March 1981 Australia failed to obtain any change in the
European Economic Community's policy at the GATT council
meeting: the Community's representative arguing that since no
export refunds were being paid the complaint was irrelevant.
The GATT council "took note of the EEC's intention to notify
GATT as soon as it adopts new sugar regulations as well as the
1981/82 sugar intervention prices" and promised to "promptly
review the situation" following the receival of that
information. A new Working Party was established by the GATT
Council in September 1981, and submitted a Report for discussion.
At the GATT Council meeting in early 1982 the EEC delegate
maintained that under the Community's new sugar régime, with
its co-responsibility concept, all elements of export subsidy
had.been eliminated;but, the complainants protested that procedural
devices had been used to block substantive discussion of an
issue which remained unresolved. The chairman regretted that
the Council had been unable to reach a satisfactory conclusion;
there was no alternative in his opinion but to regard the
two cases closed. He suggested,however, that Council meetings
to consider notification and surveillance procedures under
GATT should look at the problems of dispute settlement in the
light of this experience.Subsequently,Australia,he Argentine,
Brazil,Colombia,Cuba,Dominican Republic,India,Nicaragua, Peru,and
Philippines together lodged with the GATT Council a fresh
complaint against the Community's sugar export refund scheme.
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25, The United States of America. Prior to the 1974 sugar

"hoom" the United States of America controlled both the domestic
production and the importation of sugar through a succession of
Sugar Acts. The effects of these Acts were to treat separately
consumption from domestic and foreign sources and to impose

quotas on both in order to ensure both a control on the total
supply and a maintenance of domestic price objectives. In addition,
local producers also obtained a direct subsidy payment which was
funded by applying levies on imports and an excise tax on both
sugar processors and refiners. In 1974, however, at a time of

very high domestic sugar prices and a significant shortfall in the
quotas of exporting countries the United States Congress chose

not to extend the Sugar Act of 1948, thus ending forty years of
comprehensive Government regulation of domestic sugar production,
imports and prices. Price objectives and quotas for domestic and
foreign suppliers had been in effect since the Jones - Costigan

Act of 1934. The major political objection to a new Sugar Act was
"that the Sugar Act was seen as being '"high-cost! to consumers,
when the rate of increase in food prices was already a major concern
and yet it could not guarantee supplies for consumers when world
supplies were tight". The major economic objections to renewal
were '"that it was argued that over a third of the income transfers
from United States consumers and taxpayers went to overseas quota
holders", that "although levels of protection afforded the

United States sugar industry were among the highest of any
agricultural commodity it was claimed that less than a quarter of
the transfers represented a net income gain to United States
farmers", and finally, "it was recognised that the benefits of the
support programme were heavily skewed, with the 65 largest producers
- out of the approximately 21,000 involved in sugar production

in 1961 - receiving between them one-sixth of total Government

payments under the Sugar Act"l.

1. Harris,§, op. cit.
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26. Following the ending of the Sugar Acts in 1974 the United
States of America's policy for sugar was basically one of free
trade coupled with a vestigial import tariff. This policy position
came under increasing pressure as world prices fell in

1975 and 1976, and wultimately led to a tripling of the import
duty. Whilst the International Sugar Agreement was being
negotiated during the following two years the 1977 Food and
Agricultural Act was passed initiating an interim price support
payment programme for sugar beet and sugar cane through a system
of loans and purchases at certain minimum levels. However, as
domestic market prices continued to remain below production costs
protectionist pressure in the United States of America increased
further and resulted in a further increase in the import duty
coupled with the introduction of a variable import chargel. 1979
saw the introduction of a new system of import fees which brought
prices up to the support figure of 15 US cents/lb. With respect
to national production, many domestic producers tendered their
output to the Commodity Credit Corporation under the loan
programme (a scheme whereby loans are granted at an agreed minimum
loan rate to producers who choose not to sell immediately at the
prevailing prices - the sugar can be redeemed when prices recover
i.e. similar to intervention except that initially the product is
not sold) since it was more attractive. At the beginning of 1980
the United States of America eventually ratified its membership
of the International Sugar Agreement, and, owing to the rise in
world prices successively reduced its import duty. By February
1980 the statutory minimum import duty of 0.625 US cents/lb was
reached for 96 degree basis raw sugar having been reduced by
2.1875 US cents/1lb. Details of other tariff barriers are given

in Table 2.5. As a result of the high level of world prices the
Secretary of Agriculture determined that a price support programme
was not necessary for the 1980 and 1981 sugar crops. Thus, the
early 1981 position was that while there was no comprehensive

Government regulation for sugar a number of possible Acts could

1. The combined import duty and fee charged on raw sugar
averaged 5.5 cents/1lb in 1978 as against an average world
price of 7.8 cents/1lb.
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be invoked including the discretionary authority of the Secretary
of Agriculture under Section 301 of the 1949 Agricultural Act,

if economic circumstances and political pressure made it
necessary} At the end of 1981, however, in the fFace of

declining world prices, the Government, voted Lo re-

introduce a sugar loan programme for the period 1982-85 inclusive.
The loan level for 1982 crops, for which the programme commences
in October 1982 will be 17.00 US cents per 1b, rising successively
to 17.50; 17.75 and 18.00 US cents per 1lb over the following
three years. Although funds will not be available until October
1982 there will be price support immediately in the form of an
increased import duty and fee. The implications<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>