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of sugar had become stagnant and was even declining.276 Consequently,
the EEC's increased production of sugar led to "a corresponding growth
in its annual exportable surplus of sugar." '2 77 The EEC still could not
successfully sell its surplus sugar on the world market, unless the internal
EEC prices for its sugar were considerably reduced vis-A-vis sales of EEC
sugar on the world market. To address the problem, the EEC was driven
by commercial logic to have recourse to granting export subsidies for
sugar from the European Common Market area that was destined for the
world market. As the complainants pointed out: "[T]he EEC's growing
exportable sugar surplus was disposed of with the continuing assistance
of whatever level of subsidy was required to sell the product on the world
market."27 This enabled EEC sugar producers to greatly expand their
share of world trade in sugar.279

Against the background of the foregoing factors, the complainants
concluded that the EEC's sugar regime had "depressed world sugar
prices and exacerbated fluctuations in world sugar trade and [was] con-
tinuing to exercise these harmful effects." 2 ' Furthermore, the complain-
ants observed of the situation that: "It is clear that their common sugar
regime and its application constitute a permanent source of uncertainty
in world sugar markets, and act to reduce market opportunities available
to, and the returns received by, the industries of other sugar exporting
countries.

28 1

In their joint representation to the EEC the complainants asked the
EEC to give "sympathetic consideration" to them and "to consult
promptly with a view to reaching a satisfactory and quick adjustment of
the matter." '282 While the EEC disliked the idea of acceding to a joint
action, it grudgingly informed the complainants that it would enter into a
set of ten bilateral consultations which would be held jointly.2s3 The
consultations failed to bring about a satisfactory adjustment of the mat-
ter, and the complainants "reserved their rights under the General
Agreement. '284 In other words, they did not rule out the possibility or
the probability of taking retaliatory trade measures against the EEC in
accordance with the applicable provisions of the GATT.285 The EEC,
however, only expressed hope that the Director-General of the GATT

276 Id.
277 Id.

278 Id. at 56-57.

279 Id. at 57.
280 Id.
281 Id.

282 Id. at 57-58.
283 Id. at 58.
284 Id.
285 See, e.g., GATT, supra note 1, at A64, T.I.A.S. No. 1700 at 60, 55 U.N.T.S. at 266 (art.

XXIII).
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would be able to hold further consultations with all the interested parties
for the purpose of overcoming the problem.286 The GATT Council took
note of the foregoing statements of the two sides.

Arguably, the complainants did not request the GAT Council to
establish a panel of experts to examine and report on the matter, feeling
that a subsequent finding against the EEC would be unlikely to result in
any concrete corrective or remedial measures on the part of the EEC.
After all, the findings and the report of the panel of experts, appointed by
the GATT Council on a previous Australian complaint against the grant-
ing of EEC sugar export subsidies,28 which mostly went against the
EEC, appeared not to have changed the attitude of the EEC in that
context.

D. United States Complaint Against EEC Subsidies on the Export of
Pasta Products

Taking the view that subsidies granted by the EEC for exports of
pasta products constituted a breach of applicable rules of the GATIT288

and the applicable provisions of the new GATT Code on Subsidies and
Countervailing Duties,289 the United States set in motion the dispute set-
tlement process of the GATT. As already noted, the United States noti-
fied the GATT Committee on Subsidies and Countervailing Measures of
its request for consultations with the EEC on the matter.290 When this
failed to resolve the problem, that Committee itself set in motion the
conciliation mechanism envisaged by the GATT Code on Subsidies and
Countervailing Duties pursuant to article 17.291 This measure also failed
to resolve the dispute.2 92 Consequently, on June 14, 1982 the GATT
Committee established a panel of experts to examine and report on the
dispute.293

Like the complaint of the United States against an alleged illegal
grant of subsidies for EEC wheat flour,294 the instant United States com-
plaint is not clear-cut. There is more to it than meets the eye, and the
findings and report of the panel of experts may not be entirely in favor of
the United States. The determination of the nature and extent of the
alleged EEC export subsidy may not be easy because pasta products are

286 GATT AcnvrrIEs IN 1982, supra note 241, at 58.
287 See supra note 256 and accompanying text.
288 The applicable rules are primarily those found under articles VI, XVI, and XXIII. GATT,

supra note 1, at A23, A51, A64, T.I.A.S. No. 1700 at 19, 47, 60, 55 U.N.T.S. at 212, 250, 266.
289 GATT, BISD 68 (26th Supp. 1978-79). See especially those provisions of article 9.
290 GATT, BISD 46 (29th Supp. 1981-82).
291 GATT, BISD 75 (26th Supp. 1978-79).
292 GATT, BISD, supra note 254, at 46.
293 Id. at 47.

294 Id. at 46.
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processed from durum wheat. A fortiori, the extent to which the alleged
EEC export subsidy may have helped the overall EEC exports of wheat
on world markets is not an easy determination.

E. United States Complaint Against EEC Tariff Preferences For
Certain Citrus Products from Mediterranean Countries

The idea of establishing a customs union or a free trade area or asso-
ciation between individual member countries of the GATT is not dis-
counted by the rules of the GATT. Rather, the rules of the GATT
regulate individual customs unions or free trade areas to prevent their
operation from acting as a barrier to the liberalization of international
trade.295 The essential characteristics of a customs union have already
been outlined above.296 A free trade area or association is established
and operated by two or more countries with a view to ensuring that all
tariff barriers between such countries are removed. However, for trade
with nonparticipating countries, the participating countries are entitled
to establish their own individual tariff barriers vis-a-vis their own trading
activities. Individual member countries of a free trade area or association
thus undertake to accord to each other tariff preferential treatment which
they are not prepared to accord to nonmember countries.

In view of this, the rules of the GATT allow GATT Contracting
Parties to make recommendations to parties to free trade agreements297

as to particularly objectionable features of such agreements. Agreements
establishing free trade areas or associations between the EEC and various
non-EEC countries, especially with some Mediterranean countries, have
become public knowledge. Yet it appears that member countries of the
GATT did not object to such agreements. Consequently, the EEC con-
sidered the tariff arrangements it had concluded with the Mediterranean
countries to be consistent with the applicable rules of the GATT.298

Nevertheless, in June, 1982 the United States strongly objected to
EEC tariff preferences granted to imports of citrus products from certain
Mediterranean countries. The United States notified the GATT of its
belief that the grant of such tariff preferences was inconsistent with the
main nondiscrimination rule of the GATT, namely, that which is estab-
lished in article 1.299 The United States felt that the tariff preferences
had an adverse effect on U.S. citrus exports to the Member States of the
EEC.3" Consequently, the United States consulted with the EEC on the

295 GATT, supra note 1, at A66, T.I.A.S. No. 1700 at 62, 55 U.N.T.S. at 266 (art. XXIV).
296 See supra text accompanying notes 150-54.
297 GAIT, supra note 1, at A66, T.I.A.S. No. 1700 at 62, 55 U.N.T.S. at 268 (art. XXIV).
298 GATT AcTIvITiEs IN 1982, supra note 241, at 55.
299 GATT, supra note 1, at A12, T.I.A.S. No. 1700 at 62, 55 U.N.T.S. at 196.
300 GATT AcTIvITIES IN 1982, supra note 241, at 54.
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matter, but apparently failed to resolve the problem. The United States
then requested the GATT Council to set up a panel of experts to examine
the dispute.30 1

From June to November, 1982 the GATT Council directed atten-
tion to two main issues arising out of the dispute. First, the Council
considered whether, as the United States insisted, any member country of
the GATT was entitled to request the establishment of a panel of experts
to examine a dispute under the rules of the GATT. The U.S. insistence
on such a right was widely supported by other GATT Contracting Par-
ties. 30 2 Secondly, the GATT Council considered whether the U.S. com-
plaint "represented a challenge to the principle of special preferences
enjoyed by [the Mediterranean] countries" concerned in the EEC mar-
ket.30 3 This principle was also defended by a large number of GATT
Contracting Parties.3"4

Although the Director-General of the GATT, at the request of a
number of GATT Contracting Parties, met both sides of the dispute to
explore the possibility of working out a practical solution to the problem,
it was of little avail. The Director-General of the GATT concluded
"that it appeared impossible to conciliate the outstanding differences be-
tween the two sides. ' 3 5  Further discussion was undertaken in the
GATT Council. During the course of the discussion some member
countries of the GATT expressed preference for the establishment of a
working party3 6 rather than of a panel of experts to examine the impor-
tant issue of principle.30 7 In November, 1982 the Council agreed to es-
tablish a panel of experts to examine the complaint of the United
States.

308

Whether this panel of experts comes to any firm conclusions on the
United States complaint, it is already quite evident that the EEC's system
of tariff preferences in favor of imports of citrus products from various
Mediterranean countries has the support of a large number of the mem-
ber countries of the GATT. This seems to strengthen the moral, as well

301 Id. at 55.
302 Id.
303 Id.
304 

Id.

305 Id.
306 Under the dispute settlement provisions of the GATT, individual ad hoe working parties

are set up, from time to time, to investigate and make recommendations regarding particular trade
disputes between GATT Contracting Parties. A working party is usually composed of delegates
from the GATT Contracting Parties actually involved in a trade dispute. Consequently, partisan
political considerations tend to influence the deliberations of the members of a working party. One
commentator has characterized individual GATT working parties as small groups designed for polit-
ical exchange and negotiation. R. HUDEC, supra note 244, at 6.

307 GATT AcrIvrIEs IN 1982, supra note 241, at 55.
308 Id.
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as the legal, position of the EEC in the dispute. It is difficult to see how
the appointed GATT panel of experts could fail to be influenced by this.
Nor could it fail to take into account the rather difficult economic cir-
cumstances of the Mediterranean countries concerned. Arguably, in the
instant case it would be difficult for the panel of experts to return a ver-
dict in favor of the United States.

IV. GENERAL OVERVIEW

It would be erroneous and misleading to think that it is only the
EEC whose particular activities in the agricultural sector have had an
adverse impact on world trade in farm products. Various other govern-
ments of the industrialized nations of the western world have, by means
of their unstinting financial and other support for the agricultural sectors
of their economies, adversely impacted the liberalization of international
trade in farm products. One commentator, on some of the government
practices which have undermined the liberalization of world trade in ag-
ricultural products has observed: "The developed countries will have to
take the lead in abolishing these abuses-they are both the biggest of-
fenders and the biggest victims. The most protectionist are those indus-
trial nations which are also big food exporters-not only the [EEC] and
America, but also Australia and Canada."3 9 However, as a matter of
degree, the operation of certain aspects of the EEC's CAP appears to be
more to blame for the present plight of world trade in agricultural
products.

No doubt, the current world economic situation has prompted gov-
ernments of the industrialized market economies of the western world to
become even less liberal in their attitudes toward international trade in
agricultural products. The secretariat of the GATT has observed of the
state of the world economy in 1980: "Protectionist pressures are high in
many countries, and international trade disputes have been numer-
ous."310 Also, in its recent recommendations for radical reform of the
EEC's CAP, the EC Commission stated: "On the world markets, where
effective demand depends on the solvency of importers, which in its turn
is dependent on the recovery of the world economy and credit availabil-
ity, there is no improvement in sight. 311

One would have thought that the various agreements reached at the
Tokyo Round multilateral trade negotiations in 1979 could be effectively
translated into action to ensure a meaningful liberalization of world trade
in farm products. Yet this has hardly materialized, even though the EEC

309 Bring Free Trade to the Farm, supra note 4, at 71.
310 GATT AcTIvrr=S IN 1980, supra note 66, at 5.
311 Rationalization of the Common Agricultural Policy: The Commission's Proposals, supra

note 127, at 7-8.
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and the governments of the major trading nations of the western world
have entered honestly into their international commitments in interna-
tional trade in agricultural products. The various agreements reached at
the Tokyo Round were meant to be applicable not only to international
trade in industrial or manufactured goods but also to international trade
in farm products.312 However, it still seems as though no binding legal
commitments were made concerning the need to liberalize world trade in
farm products. After all, the GATT Contracting Parties were recom-
mended "further to develop active co-operation in the agricultural sector
within an appropriate consultative framework, and to define this frame-
work and its tasks as soon as possible." '313 Moreover, the Council of the
GATT still recognizes that "there is an urgent need to find lasting solu-
tions to the problems of trade in agricultural products."3 4 At the same
time, the major trading nations of the GATT seem indifferent or luke-
warm towards doing something important about the problem: "[O]nly
two years ago, when GATT met in full ministerial guise, the question of
farm trade nearly broke up the meeting." '315

Nevertheless, one may ask whether the situation is so hopeless as to
have left no chance for improvement. It would be a counsel of despair if
it were thought that nothing could be done to improve the situation.
Consequently, various suggestions for improving the situation will be ex-
amined here. It is important to examine such suggestions from the re-
spective standpoints of the GATT and the EEC in order to fit them into
the general layout of the study.

A. Steps Capable of Being Taken by the GATT to Promote Effective

Liberalization of World Trade in Farm Products

The Kennedy Round of GATT multilateral trade negotiations,
which sought to tackle the problem of the liberalization of world trade in
agricultural products, dismally failed to yield any concrete and meaning-
ful results.31 6 Moreover, the Tokyo Round of GATT multilateral trade
negotiations, which was deemed a great success for liberalizing world
trade in general, can now be seen to have also failed to ensure a meaning-
ful and effective liberalization of international trade in farm products.
Consequently, one wonders whether recourse to such periodic marathon
GATT multilateral trade negotiations are really appropriate or well-
suited to address the issue of liberalization of international trade in agri-
cultural products. An erstwhile leading authority on international eco-

312 See GATT AcTIvmIEs IN 1978, supra note 97, at 43; GATT AcrxvmEs IN 1979, supra

note 88, at 27.
313 GATT AcanvmEs IN 1978, supra note 97, at 45.
314 Thirty-Eighth session at Ministerial level, GATT, BISD 9, 16 (29th Supp. 1981-82).
315 Bring Free Trade to the Farm, supra note 4, at 71.
316 See supra notes 24-30 and accompanying text.
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nomics felt that problems of trade in agricultural products were
politically too different to be resolved by such periodic marathon GATT
multilateral trade negotiations. Instead, he suggested that the solution
for such a problem "is more amenable to continued negotiation within
the normal consultative machinery of GATT than a formal bargaining of
the Kennedy Round type. ' ' 317 A similar view has been, more recently,
taken by another commentator.318

Recourse to the more regular meetings of the GATT Council or of
GATT ministerial sessions may be more appropriate or better suited to
solving problems of world trade in agricultural products. There also ap-
pears to be a need to set up a permanent body charged with reviewing the
operation and effects of agreed measures regarding world trade in farm
products, and making recommendations, from time to time, for particu-
lar problems in the same area. In this regard, the recent decision of the
GATT Contracting Parties319 to establish a Committee on Trade in Ag-
riculture, open to all GATT Contracting Parties, to carry out the task
just outlined, 320 is of some interest.

At the regular meetings of the GATT Council or at the regular
GATT ministerial sessions, more crucial issues may be accorded priority,
while incidental ones may be addressed at other appropriate times. Pri-
ority may be accorded to subjecting international trade in farm products
to virtually the same regulatory rules and scrutiny of the GATT, as is
international trade in industrial or manufactured goods. This may be an
idealistic pursuit, since attempts to do this during the Kennedy and the
Tokyo Rounds of multilateral trade negotiations, proved fruitless. Yet
the theoretical and the practical significance of the idea, as a means of
ensuring a meaningful and effective regulation of world trade in agricul-
tural products, cannot be denied. At a meeting of the GATT Council in
November, 1984 there was agreement to discuss ways of subjecting world
trade in farm products to the kind of GATT rules and mechanisms appli-
cable to international trade in manufactured goods.32 ' This was immedi-
ately described as "the first serious attempt to get to grips with the
agricultural trade problem. ' 322 Alongside with according priority to the
issue just considered, regular meetings of the GATT Council or of
GATT ministerial sessions would need to address the following crucial
issues, namely: market access and supplies regarding farm products; ac-
tual or potential undue recourse to exceptions or derogations permitted

317 The Kennedy Round, supra note 18, at 478.
318 Bring Free Trade to the Farm, supra note 4, at 71.
319 The contracting parties constitute the main policy and decision-making body of the GATT.

At times, it is interchangeable with the Council of the GATT.
320 See GATT, BISD, supra note 314, at 17.
321 Bring Free Trade to the Farm, supra note 4, at 71.
322 Id
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under the appropriate rules of the GATT; protection of the special inter-
ests of the Third World countries in international trade in farm products;
and means of ensuring a proper and effective observance of established
rules and mechanisms of the GATT. Each of the foregoing will be ex-
amined separately.

There is no denying that the prevention or restriction of access to
imported farm products poses a fundamental problem for the idea of the
liberalization of international trade. Consequently, serious efforts must
be made to remove import tariffs and quota, in particular. This may not
be easy, considering that various import tariffs and quotas on agricultural
products appear to be deeply entrenched in some individual governmen-
tal systems.323

However, it is significant that a recent decision of the GATT Con-
tracting Parties recommended an examination of tariff and nontariff
measures affecting market access and supplies. The examination would
be done with a view to achieving greater liberalization in international
trade in farm products, based on overall reciprocity and mutual advan-
tage under the rules of the GATT.324 Furthermore, it was recommended
that prompt attention be given to the problem of escalated tariffs on farm
products with increased processing so as to ensure effective action to-
wards eliminating or reducing such escalation, especially where it would
inhibit international trade.325 With regards to the latter the efforts of the
GATT Customs Co-operation Council to evolve a common system for
classifying products for tariff and statistical purposes were of the utmost
importance. In particular, it was agreed that wide acceptance of such a
common system would facilitate international trade in agricultural
products.

326

The problem of the adverse effects of export subsidies or other forms
of export assistance regarding farm products has become thorny. As one
commentator has aptly noted:

Export subsidies do damage both to the countries that supply them
and to countrieg that produce competing products. They can decimate
farming in poor countries, leaving them unable to produce food which
they can no longer afford to import. Nearly 60 percent of farm exports
come from industrial countries. 32 7

The need for bringing under effective control government systems of ex-
port subsidies for farm products is apparent. It is thought that the
"GATT may find it easier to tackle export subsidies than to start remov-

323 Id.

324 GATT, BISD, supra note 314, at 16.
325 IM at 18.

326 Id.
327 Bring Free Trade to the Farm, supra note 4, at 71.
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ing import tariffs and quotas" '32 8 on farm products.
Either because of the peculiar nature and application of export sub-

sidies for farm products, or the logistic difficulties involved in identifying
and assessing the extent of such subsidies, the GATT is not particularly
well prepared to address the problem. The most recent decision of the
GATT Contracting Parties on the issue merely recommends that an ex-
amination be conducted of the problem by assessing the effectiveness of
the existing GATT rules applicable to it in light of actual experience.329

Although other forms of export assistance for farm products were to be
included in the examination, just the avoidance of "subsidization seri-
ously prejudicial to the trade or interests of [other GATT] contracting
parties, ' 33

1 is an essential objective of the examination. Yet, it would not
be easy to make a determination that a given export subsidy or other
form of export assistance for farm products is seriously prejudicial to the
trade or interests of individual GATT contracting governments. Unless
an effective monitoring system is established, in tandem with the existing
GATT system of notification of subsidies, it is difficult to see how the
problem could be seriously and meaningfully resolved.

Actual or potential recourse, unduly taken by individual GATT
contracting governments, to derogations or exceptions permitted by the
rule of the GATT certainly frustrates the liberalization of international
trade in farm products.331 Individual GATT contracting governments
have been known to hide behind such rules of derogation or exception to
the GATT when engaging in activities restrictive of the free flow of agri-
cultural products in world trade. To ensure that such abuses do not oc-
cur, objective criteria for both assessing the reasons for recourse to the
derogations and for surveillance over individual governmental reliance
on the measures, need to be established. Yet, the recent decision of the
GATT Contracting Parties on the issue attempts to do no more than
recommend an examination of "trade measures affecting agriculture
maintained under exceptions or derogations without prejudice to the
rights of contracting parties under the General Agreement., 332

The need for protecting the special interest of the Third World
countries in world trade in farm products generally and in tropical farm
products in particular, has been continually acknowledged by the GATT
since the late 1960'S. 333 Yet, individual major GATT trading nations

328 Id.
329 GATT, BISD, supra note 314, at 16.
330 Id.
331 GATT AcnvrrEs IN 1982, supra note 241, at 36-37.
332 GATT, BISD, supra note 314, at 16.
333 It was in 1969 that part IV of the GATT relating to Trade and Development was added to

the original provisions of the GATT, and a separate committee on Trade and Development was
established for ensuring its implementation.
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have, occasionally, gone back on their commitments that would allow
some farm products from the Third World countries access to their agri-
cultural markets.334 What is wanting is the willingness of the major
GATT trading nations to make room for some important economic sac-
rifices in favor of the Third World countries. The most recent decision of
the GATT Contracting Parties called for an examination of how to im-
prove the agricultural trade of the Third World countries, considering
their special needs and the existing GATT rules providing for differential
and more favorable treatment for them.335 Regarding, in particular,
their interests in international trade in tropical farm products, the GATT
Contracting Parties decided to carry out consultations and negotiations
aimed at further liberalization of international trade in those products. 336

The work program pursued by the Committee on Trade and Develop-
ment was to provide a basis for the task assumed by the GATT Con-
tracting Parties.337

In order for the removal of the tariffs and quotas to be meaningful
and effective, the GATT must know whether they are in fact removed by
the individual GATT contracting governments. Equally, to ensure that
export subsidies or other forms of export assistance for farm products are
not applied so as to seriously prejudice the trading interests of individual
GATT contracting governments, some form of surveillance over the
practice is essential. The same can be said of the practice of individual
GATT contracting governments in having undue recourse to derogations
or exceptions permitted by the appropriate rules of the GATT. A worth-
while GATT system of surveillance is also called for vis-a-vis the protec-
tion of the international trading interests of the Third World countries.

Hitherto, the GATT has only sought to establish a system of notifi-
cation of trading activities or practices of its individual member govern-
ments in specific areas. Now, the most recent decision of the GATT
Contracting Parties has recommended the introduction of an "improved
and unified system of notifications" in the general area of world trade in
farm products, "so as to ensure full transparency." '338 Nevertheless, ef-
fective monitoring of whether all necessary notifications have been made
to the GATT, in such context, has been overlooked or taken for granted.

334 See Examination of Protective Measures Affecting Impact from Developing Countries,
Nov. 28, 1979, GATT, BISD 219 (26th Supp. 1978-79); Report of the Committee on Trade and
Development, Nov. 26, 1980, GATT, BISD 48 (27th Supp. 1979-80).

335 GATT, BISD, supra note 314, at 17.
336 Id.

337 Id.
338 Id.
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B. Measures Capable of Being Undertaken by the EEC to Render the
Operation of the CAP Less Burdensome to Other GATT
Members

The operation of the EEC's CAP has had adverse effects on world
trade in farm products. Both the operation of the external features and
the operation of the internal features of the CAP have had an adverse
impact on international trade in farm products. The complaint brought
by a group of ten GATT sugar producing countries against the EEC's
sugar regime in April, 1982339 should provide some insight into this.
There is some evidence of undue parochialism and a degree of selfishness
in the EEC's attitude regarding the operation of the CAP. This attitude
must change if international trade in agricultural products is to stand a
fair chance of being liberalized. As one commentator has observed:
"European farm ministers seldom look beyond their own farmers' trou-
bles, demonstrations and votes. They now need to do so."3" The need
for reforming the CAP and its operation to ensure that it only has a
negligible adverse impact on international trade in agricultural products
could not be more apparent.

Three aspects of the operation of the EEC's CAP can be character-
ized as the ones most in need of reform in order to facilitate the liberali-
zation of world trade in farm products. These are: the unnecessary
creation of surpluses of farm products in the EEC, the imposition of bur-
densome tariffs and quotas on imports of non-EEC agricultural products
into the European Common Market, and the costly granting of export
subsidies for EEC farm products. Each of these aspects of the CAP and
how it can be reformed is considered separately.

The EEC has progressed from being a net importer of farm products
to becoming a net exporter of farm products.341 The EEC has been able
to increase its output of farm products, but in doing so, it has created
large surpluses of them.342 If these farm surpluses were kept or disposed
of entirely within the European Common Market, they would have little
or no adverse impact on world trade in agricultural products. However,
the EEC has offloaded its surplus of farm products cheaply onto the
world agricultural markets. This has had an adverse effect on world
trade in farm products. Worse still, by its system of granting unlimited
price guarantees for EEC farm products in structural surplus, the EEC
has irresponsibly encouraged the creation of more of such surpluses. The

339 See supra notes 270-87 and accompanying text.
340 Europe's Farmyard Follies, supra note 126, at 16.
341 See, eg., Id.; Rationalization of the Common Agricultural Policy: The Commission's Propos-

als, supra note 127, at 7.
342 See, e.g., Agricultural Prices and Related Measures for 1984/85: Commission Proposals,

supra note 128, at 1-8; Europe's Farmyard Follies, supra note 126, at 16.
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need, therefore, for operating the EEC's CAP so as to obviate or mini-
mize this problem has become evident.

Fortunately, the EEC has realized the seriousness of the problem
and has begun to address it. For example, in its report on the May, 1980
mandate, the EC Commission concluded: "[I]t is neither economically
sensible nor financially possible to give producers a full guarantee for
products in structural surplus." 43 Later, in its Guidelines for European
Agriculture of 1981,a" the EC Commission called for a restriction of the
price guarantee for a given volume of farm products, beyond which some
of the cost must be borne by the producers. This became known as the
"guidance threshold" mechanism, or system. Since then, the EC Council
has approved345 the EC Commission's proposals to establish guarantee
thresholds for various farm products,346 in addition to those being al-
ready operated. 47 No longer can price guarantees for various EEC farm
products be called open-ended. Beyond the thresholds, EEC agricultural
producers can no longer expect the EEC to provide the same price guar-
antees that it has provided in the past for their surplus output.

This is a policy change regarding the operation of the EEC's CAP.
The EC Commission has maintained that "the objective of this policy
change has been to achieve a more consistent relationship between the
guarantees and the market itself and to dovetail them into a long-term
plan for rationalization of the farm sector., 348

It is too early to assess the efficacy of the new guarantee threshold
system in discouraging or significantly reducing the unwarranted produc-
tion of various kinds of agricultural surpluses within the European Com-
mon Market. The EC Commission hopes that the new system of
guarantee thresholds will lead to the introduction of a system of produc-
tion quotas for various EEC farm products, and that the latter will im-
pose a super-levy on any additional quantities of farm output.349

Although the EC Commission has called for adoption of a "prudent
price policy" to narrow the gap between prices for farm products in the
EEC and those charged by non-EEC competitors, especially in cereals, 3 0

materialization also remains to be seen.

343 BULL. EUR. COMM. 63 (Supp. Jan. 1981).
344 BULL EUR. COMM. 63 (Supp. Apr. 1981).
345 Review of the Common Agricultural Policy and Adoption ofAgricultural Prices for 1984/85,

17 BULL EuR. COMM. 13 (No. 3 1984).
346 Namely, for cereals, milk, colza, rape seed and processed tomatoes. Subsequently, sun-

flower, durum wheat, and dried grapes have been added to the list of farm products concerned.
347 Namely, those for sugar and cotton.
348 Review of the Common Agricultural Policy and Adoption ofAgricultural Prices for 1984/85,

supra note 345, at 13.
349 Rationalization of the Common Agricultural Policy: The Commission's Proposals, supra

note 127, at 8.
350 I[J
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Another important aspect of the operation of the EEC's CAP is the
imposition of burdensome tariffs and quotas on imports of non-EEC
farm products into the European Common Market. Other major trading
nations of the GATT have also been known to do the same in similar
circumstances. The United States, for example, has imposed quotas on
imported dairy products and sugar.35 ' However, the nature and extent
of the EEC's tariffs and quotas on imported non-EEC farm products ap-
pears to be worse, they have been described as punitive 2.3

" To signifi-
cantly reduce or remove most of its tariffs and quotas on imported farm
products from its major non-EEC trading partners on a basis of reciproc-
ity the EEC would have to negotiate uniform bilateral agreements with
them. However, the EEC should be able to introduce a single
nonreciprocal uniform system to ensure access of farm products from the
Third World countries into the European Common Market.

The EC Commission has called for adoption of measures to rectify
market imbalances caused, in particular, by imports of non-EEC cereal
substitutes and vegetable oils. 3 3 However, it has subsequently called for
the negotiation of agreements with non-EEC countries regarding imports
of various farm products from them. In relation to imports of non-EEC
cereals, the EC Commission has sought a mandate from the EC Council
to negotiate with non-EEC countries on stabilizing imports of cereal sub-
stitutes.354 Concerning milk and milk products, the EC Commission in-
tends to reduce the quantity of butter imported from New Zealand.355

Furthermore, while the EC Commission has asked that a decision on the
EEC's variable premium on lamb and mutton be postponed pending the
outcome of negotiations with non-EEC countries regarding a minimum
import price for the meat, it has proposed a downward revision of the
import "balance sheet" for meat from non-EEC countries over a stipu-
lated period.356

Regarding the thorny problem of grants of export subsidies for EEC
farm products under the CAP, its adverse effects are felt by both, non-
EEC countries and the EEC. To the EEC, the system is very costly. For
example, out of an EEC farm budget of $13.2 billion in 1984, $4.6 billion
was spent on "exporting food at less than it cost to produce. '3 7 Such
export subsidies unduly enable the EEC to increase its share in the inter-

351 Bring Free Trade to the Farm, supra note 4, at 71.
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353 Rationalization of the Common Agricultural Policy: The Commission's Proposals, supra

note 127, at 8.
354 Review of the Common Agricultural Policy and Adoption ofAgricultural Prices for 1984/85,

supra note 345, at 14.
355 Id.
356 Id.

357 Bring Free Trade to the Farm, supra note 4, at 71.
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national agricultural trade and to obtain for itself some of the interna-
tional agricultural markets traditionally controlled by its other GATT
trading partners.35 8 The EEC's system of export subsidies is viewed as,
unduly depressing world prices for agricultural products. There is an
urgent need for the EEC to take positive steps to resolve the problem if a
liberalization of world trade in farm products is to become a reality.

The close connection between the EEC's system of export subsidies
and the existence of large surpluses of farm products in the EEC must be
acknowledged. Realistically, it would be overly optimistic to expect the
EEC to abolish the system over night. The gravity of the problem can be
minimized by well-integrated EEC corrective or remedial measures
under the CAP. The EEC's high prices for farm products on the Euro-
pean Common Market must either be drastically reduced, or quantitative
controls must be imposed on the production of individual farm products
in the EEC.35 9

The EC Commission has recently submitted some proposals for the
envisaged change. First of all, the EC Commission believes that the
EEC's new system of guarantee thresholds and, particularly, involvement
of EEC agricultural producers in disposal costs of their products, will
enable export of EEC farm products to be "developed on a sound ba-
sis.' ' 3 ° A reduction of the large surpluses of EEC farm products would
be effective enough to minimize the harmful effects on world trade in
agricultural products of the EEC's system of granting export subsidies
for EEC farm products. Second, the EC Commission has stressed the
need to prevent deterioration of world prices for farm products through
closer international cooperation.361 Stability in world prices for primary
products, brought about by cooperation between all the contracting par-
ties to the GATT, would make it unnecessary for the EEC to have undue
recourse to its system of export subsidies for EEC farm products.3 62

Third, the EC Commission intends to promote exports of EEC farm
products by concluding long-term contracts with its main non-EEC cus-
tomers.3 63 By this measure it is expected that the actual or likely adverse
effect of the EEC's system of export subsidies for its farm products on the

358 See, eg., supra notes 270-87 and accompanying text (the complaint of ten GATT sugar
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359 Down on the Farm, supra note 125, at 55.
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stability of world agricultural markets and prices would be greatly re-
duced or rendered insignificant. 3 Whether the proposals of the EC
Commission will be fully endorsed and given legal force by the EC Coun-
cil remains to be seen. They appear to be reasonable enough to merit
serious attention and to be given a favorable response.

V. CONCLUSION

The economic, political and social significance of the agricultural
sector of the economy to all governments cannot be underestimated.
Farmers have, with the unstinting support of their national politicians
and governments, been able to exclude or restrict imports of cheaper for-
eign farm products and prevent them from competing effectively with
their own. The EEC has been particularly guilty of this conduct. The
situation calls for meaningful and effective international measures for its
correction or improvement. Yet attempts by the GATT, in the course of
the Kennedy and the Tokyo Rounds of multilateral trade negotiations, to
liberalize world trade in farm products have not been particularly
successful.

However, the problem is not an insoluble one. Regular discussion of
the main issues involved, within the general legal framework of the
GATT, may be able to diminish or prevent the risk of yet more expensive
trade wars, especially between the major agricultural trading nations.
The EEC should be capable, on its own, to reform the operation of its
CAP so as to render its effects on world trade in farm products less
harmful to its other trading partners. Already, the EC Commission has
made various important proposals to effect some drastic changes in the
operation of the CAP. Yet, the national economic and political interests
of the individual Member States of the EEC have prevented the EC
Council from adopting and giving proper effect to the EC Commission's
proposals. The constant disagreement among the Member States of the
EEC, as to the character and operations of the EEC's CAP has aggra-
vated the difficulties.

The lack of appropriate political will on the part of the individual
member countries of the GATT and the EEC to make the necessary con-
cessions to the organization and operation of the agricultural sector has
frustrated the liberalization of world trade in farm products. Conse-
quently, national and supranational protectionist measures regarding in-
ternational trade in farm products abound. In the process, not only the
agricultural interests of the developed market economies, but also those
of the Third World countries have been adversely affected. The latter
countries have been more seriously affected. After all, they are depen-

364 See, e.g., Cheap Dinners for Communists and Sheikhs, supra note 227, at 46.
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dent mostly on the international sales of their farm products for export
income.

A general spirit of political goodwill is necessary as well as a serious
commitment on the part of the leading agricultural trading nations of the
western industrialized world to effectively liberalize world trade in farm
products. It can only be hoped that sooner, rather than later, a marked
change in the attitudes of these nations will occur to bring about an im-
provement of the present situation.




