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At its meeting on 8 May 1975, the Group “hgriculiture" agreed that for grains
a multilateral sclution should be negotiated in this Sub-Group in order to settle
all the elements of the problems relevant to trade in this sector.

The Communlty believes that a solution consisting of formulating and concluding
en International igreement on Grains might be the answer to all the fundamental
problems that arise.

The purpcose of this ﬂtauvment s to explain the details of this Community ,
approach and to determine what are the fundamental elements on which the negotiations
should bear. '
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anstability, as pesi and recent trends in the market for grains show,lis the
major problen facing trade in these products; and for a product sgector of such

importence for the security of the world's food supply, this dostability has
harnful repercussions not only on the conditions governing trade and the level of
f*'dc, but also on the “Jp)l? of focd, the econcmically laast advanced countries

boing the ones most affected by the. situation.
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Jith this in mind, the Community coneeived the 1dea of en appronch to the
negotiations calculated to promote internaticnal action in respect of some of the

causes underlying this *nstubl¢ltj.

The root couse is a lack of adaptability in the trend of supply in relation vo
demand, since the vagaries of climate expose the production of meny countries,
exporting end importing countries alike, to unforeseeable and uncontrollable
fluctuations, The resulting uncerteinty regarding availeability, conditions of
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supply and outlets makes for the adoption of domestic production policies which
over-react to nurket conditions and nmore of'ten than not are 1ll—timed in thelr
effect,

"These policics have often been accused of being "destabilizing®" factors which
upset the grains merket - hence the desire expressed in certain quarters for the
abolition of these policies and the complete liberalization'of access. The
instability of the maorket may well have been accentuated by these polzvlew,'. o
vwhether practised by importing or by exporting countries, and there is no doubt
that lack of co-ordinzticn between the various initiatives taken by governments
has been an aggravating factor *n this instability.

But efforts to remove tariff and non-tariff barrisrs would inevitably
clash with the need felt by governments to apply a domestic policy protecting
the producer from this instabilily end allowing them to ensure a certain level
of self-sufficiency.

Wth is more, such domestlc pollcles are not the cause of the instability,
which has its roots rather in the chronic natural lack of adaptability of
supply and demand. - During the sixties it night have been thought that this
lack was simply and solely the outcome, in a period favourable to the growth
of productivity, of giving undue encouragement to.relatively ineffiecient
productior, Developments since 1972 have tended to modify that view. It has
transpired that fluctuations in production couid be such as to render it
incapable of coping with increased demend, chronclogically and geographically.
The persistence over the years 1972-1974 of a situation of relative inadequacy
of supply in relation to demand, in spite of increased acreage, has brought
sbout a drastic falling-off in stocks, and the resuliting price trend has made
it clear that in such circunstances the significance of price variations in
relation with the relative variations of supply and demand was increasing
spectacularly., What seems to be in the offing on the eve of the 1975-1976
crop veor, when vroduction pronises to be exceptional, points to the seme
indication of an unstable market. -

The sustained rate of growth of production was only achieved as a result
a

of the intensified use of available resources. In addition to higher production
costs, dns sd vuinerability of agricullucel producilen Lo the vagaries of
climate 1s probably elso involved, together witnh a more mavked dependence of

the grains production sector on varlations in factors alien to egriculture -
including cncrgy roscurcses and general GCOTOKlu phencmena such as iuntlation,

A11 this nckes it more difficult than ever to forecast future trends of the
grains market, and the present situation rcveals in accentuated form the
phenonenon of instability on the world market for grains and increased risk
for the future of a situation of alternating shortage and surplus,



- MIN/GR/W/1

Page 3

Since this alteration of shortage and surplus on the world market is a factor
riaking for protectionisnu (economic groupings or countriss where production is
most steble naturally try to avoid importing any instability prevalent on the
world markets) everything suggests that an improvement in the stability and
security of the market will help the policies followed by trading partners to be
focussed more on expanding trade and to consider the interest of seeking the
~advantages inherent in such expansion. .

The Corrmnity stated at the first meeting of the Group "Agriculturd that it
proposed, in the light of this situation,that an international agreement be
negotiated, in other words that a framework be set up within which commitments
would be carried oubt concerning a price discipline backed up by concerted national
policics on stocks. It also intimated that it was ready to participate in such
an agresnent, an offer which it regarded as meaningful for the objectives of the
negotiations in this sector as well as a positive contribution to the type of
action to be taken for the security of the world!'s food supply.

The type of International Agreement on Grains that the Cormunity proposes
would comprise three elenents: :

(a) Strengthenirg of machinery for the exchangs of information on
- market prospects and production policies; :

(b) Setting up of stabilization mechanisms calculated both to stabilize the
international grains market in terms of price and supply levels in a
nanner acceptable to importers and exporters alike, and to isolate that
market from any destabilizing factors that night emerge in domnestic
markets;

(e¢) prrOV“* ont of the situation of developing countries, in particular by
reorganization of the food eid structure.

a o

44 (a) Exchenze of information

It is indispensable for the proper functioning of the proposed Agreement
that the rarties fto it undertake, on a nermanont basis, the mubual cxehange of
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information on their production, conswmption, commercial and non-cormercial

exchange so that at all times there is an adequate basis for the declsions to
be pade un ﬂer the Agresment. A poermancnt orgon shouwld Le ssb up for this

purpose to sznsure the sound nanagenent of the Agreement. This systematic exchange
of information, coupled with the machinery of the Agreement, should make for
improvement in the orientation of policies in the grains sector.
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ad (b) Stabilization of merikebs g e

Market svabilizetion should be'éouph+ simultunaous;y by setting upa minimum
and maximun safeguard price mechanism and by puLulng 1nto operatlon an
international stock-keeping policy.

1. To ensure that the trend of market prices remains within reasonable limits
et any rate, minimun and meaxdmum safeguard prices should be negotiated
determining a fixed range and involving at those levels preferential commitments
to buy end sell which would safezuard exporting and importing members in
situations of surplus and of shortage, This price range, corresponding to the
most extreme price situations, should be sufficiently wide, since its purpose

is not to impose a rigid price structure on the world market. ZExperience

has shown that such a structure can easily be swept away by circumstances.

Nor should the price range be too rigidly predetermined; it could be the
subject of rovision in relation with long-term market prospects on the basis

of criteria laid down in the Agreement itself.

The commitments that might be linked with the extreme situations would be
the following: '

- When world narket prices reached the minimum level of the price range,
importing members uvould undertale to give priordity in purchasing supplies to
exporting members vhich for thelr part would observe that price in all their
sales and undertake in particular not to sell on more favourable terms to
non-member countries,

~ When world market prices reached the maximum level of the price range,
exporting members vwould undertake to give priority in supplying to importing
members at the mavirva uidse level for their traditional import volumes.

2 In order to attack the roots of .nstability of the market i.e. the short-
term imbalence between supply and demsnd, a concerted stock-keeping policy would
have to be established so as to influence the volume of supply on the narket.

It would be agreed that member countries, exporters and imporiters alike,
would build up end maintain such vcelume oi stocks as was necegsary, a maximum
level of course being set, The parties to tie hAgreement would undertake to

manage these stocks on the basis of :ales and eriteria incorporoted in it, and

all the various clements (volvme, disbhribution, criteria etco) would be the
subject of negotiation,.

 Decisions on stocking and destocking operations would be made in the light
of the market situation and would be implemented by the individual parties to the
Agreement in respect of the stocks held or to be built up by each of them in
pursuance of the Agrcement. One of the objective criteria for setting in motion
concerced stocking or destocking operations would be prices on the world market.
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- For this purpose it would be stipulated in the Agreement that when prices

" reached a certain level to be determined in relation with and within the limits
of the price range, stocking or destocking would be carried out, it being
understood that the amount involved in these operations would be determined on
the basis of consultation within the framework of the Agreement, account being
taken of other elements representative of the market situation. o

3. In the Community's judgement, these price and stock-keenlng ‘mechanisms as a
whole, and the commitments they involve, would make it possible to achieve an .
.equitable reciprocity between importing and exporting countries. Such an
Agreement would constitute a lasting international framework for entering into
commitments and implementing them. It would also provide the necessary flexi--
bility to allow the essential mechanisms and elsments of the system to be
adapted to market circumstances. )

Ad (c) Imnrov ement of tbe 51tuatlon of develon:na countries

It should be noted that the stabilization and expansion of markets will

. benefit first and foremost the developing countries. Indeed, past experience has
shoun that the repercussions of free trade on markets subject to such drastic
laws are even more difficult to cope with for countries facing problems of
economic development. The protection of outlets and supplies that would be
provided by the International Agreement on Grains proposed by the Community would
therefore be particularly beneficial to developing countries. Exporting countries
would find themselves safeguarded by the stabilizing mechanisms inveolved sgainst
a fall in their export earnings. In addition, for the benefit of developing
countries which are importers, the Community feels that the proposed Agreement
should be accompanied by arrangements for food aid in line with the resolutions
adopted at the World Food Conference.

In presenting this outline of an International Agreemwent on Grains, the
Community believes it is putting forward a solution encompassing all the
problems that arise in regard to trade in grains, inasmuch as it provides an
answer to the fundamental question of supplies and outlets as well as the
conditions in which trade takes place.

In setting up mechanisms creating the conditions for achieving a better
equilibrivm in the grains market without introducing a rigid system which would
arbitrarily distort the free play of the market, an International Agreement on
Grains would lead to a regularization of the market avoiding recourse to export
measures likely to disrupt it through abuse of competition. In the same way, the
machinery would help to avoid recourse to drastic import or even export
protection measures.
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Moreover, a declsive factor for thc expension of trade which the International
Agreement brings into play in an indirect way, and which can only be realistically
approached in this way, is production policy. The stabilization mechanisms as
envisaged by the Comrmnity are in fact means of influencing the behaviour of
governments in this matter.: e e ‘ ‘ :

_ The fact that the Comxmnity is proposing an International Agreement on Grains -
and certain other products - neans that it regards these sectors and the nature of
these products as sufficiently important to warrant a solution implying a high
degrec of international co-operation bearing on all the elenants of the problen.

Great hopes have been staked on the success of the rmultilateral trade
negobiations as well as on international co-opsration to improve tha food
situation. To respond to these hopes, the Comrmnity has tried to present a
negotiating approach which it believes to be realistic and neaningful. The
Commmnity for its part iz ready to enter into cormitnents in respect of the
clenents of this proposal to thelr full exbent, and it subuits them for your
consideration and exaviinabtion, since in the final analysis it is this Sub-Group
on Grains that has responsibility for conducting the negotiations in this sector.

R ——
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Lta premiere reunion du sous-groupe '’cerealcs’’a commence ses
travaux hier, Lundi, a 10 h 30, ce sous-groupe a cte institue
Lors de La reunion du .8 mai du groupe *’*agriculture’?,

JUN 2 - 1975
dans sa declLaration Liminaire comme porte-parole de La communaute,
Le representant de ta commission (m. pizzuttl) a rappele que Lle
groupe de L’agriculture etait convenu que pour lLes cereales une
soLution muLtitaterale devait etre negociee au sein de ce sous-
groupe afin de regler tous Les elements dés probLemés afferant
au commerce de ce secteur. a cette fin, La communaute pense que
L’elaboration d'un accord international sur Les cereales serailt-
ta meilleure solution : |

'*Le type d’accord intermational sur Les cereales que propose La
communaute comporterait trois elements @

a) Le renforcement des mecanismes d?echanges d'information sur
Les perspectives de marche et Les politliques de production.,

b) La mise en plLace de mecanismes de stabilisation tendant d’une
part a stabiliser Le marche international des cereales du point
de vue niveau des prix et niveau de L’ocffre de facon acceptable
pour Les importateurs comme pour Les exportateurs, d’autre part
a isoler ce marche des facteurs destabilisants qui pourralent
apparaitre sur Les marches internes.,

c) L'amelLioration de La situation des pays en voie de developpement
notamment par La reorganisation de La structure de L'aide
alimentaire.!'’

en ce qui concerne La stabiLisation deg marches,vbe”representant
de La commission a precise ses idees de la facon suivante @

*’rcour garantir que Le deyeLoppement des prix du marche restera
en tout cas dans des Limites raisonnables, des pbix minimum et
maximum de sauvegarde devraient etre negocies delimitant une
fourchette de prix et comportant a Leur niveau des engagements
preferentiels d’achats et de ventes garantissant Les membres
exportateurs et importateurs dans Les deux situations d’excedents

et de penurile. cette fourchette de prix, correspondant a des

situations vraiment extremes de prix, devrailt etre suffisamment
Large, le but n’etant pas d’imposer‘une structure de prix rigide
sur Le marche, L'experience ayant demontre qu!unvteL dispositif
peut etre facilement baLayé par les circonstaﬂées.>cette fourchette
de prix ne devrait pas non pLus avoir un caractere trop rigidement
predeterminee.: eLLa pourralt donc atre ravxuabhe en fonction des
;a;r‘baﬁ@ da’ﬁrigares pres




“v'afin d’agir sur L’origine de L'instabilite du maréﬁe, c’es{:éé

dire sur Le desequilibre a court terme entre L'offre et La demande,

une polLitique concertee de stockage devrailt étre mise en oeuvre

de maniere a influencer Le volume de L'offre sur Le marche.

iL serait convenu que lLes pays membres, Les exportateurs comme Les

importateurs, constituent et conservent pour autant que de besoin  ﬁ

un volume de stocks auquel il serait naturellement fixe un -

maximum, Les participants devraient s?engager a Le gerer sur base _,f}

de regles et de criteres inscrits dans L*accord, tous ces elements 'fQA

(voLume- repartition, criteres ...) devant etre negocies. ”ﬁ

les decisions d'operations de stockage et de destockage serailent

prises en fonction de La situation du marche et reallsees par Les

membres de L’accord sur Le stock dont ils serajent detenteurs

ou qu’ils devralent constituer au titre de L'’accord. un des

criteres objectifs de declenchement des actions concertees de .

stockage ou de destockage seralt Les prix sur Le marche intermational

iL serait a cet effet prevu dans L'accord que, Ldrsque Les prix |

‘ atteignent un niveau de prix a determiner en relation avec Les

» Limites de La fourchette et a L'interieur de celle-ci, des opera-

L tions de stockage ou de destockage devralent avoir Lieu, etant
entendu que Le montant de ces operations devrait etre determine
par consuLtation dans Le cadre de L'accord en prenant en consi-
deration d’autres eLéments representatifsnde La situation du
marche,®? '

dans ses conclusions, Le representant de La commission a notamment
declare ‘

*'en outre; it est uh facteur determinant pour L’expansion des
achanges que L?accord international met.en jeu de facon indirecte

et qui peut seulement etre aborde par ce biais si L’on veut etre
reaListe,yc'est-La politique de production., Lles mecanismes de
stabilisation tels que La communaute Les envisage sont en fait

des moyens d’infLuencer Lecomportement des gouvernements en

La matiere, | | R |

de L’avis de La communaute, pour toutes ces raisons, c’est dans »
Lte cadre de ces negociations multiLaterales, et au sein de ce |
sous~groupe , que doivent etre jetees Les bases d'un tel accord.”’
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