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EXTENDING INTERNATIONAL TRADING RULES
TO AGRICULTURE

FRIDAY, NOVEMBER 3, 1989

U.S. SENATE,
SUBCOMMITTEE ON INTERNATIONAL TRADE,

' COMMITTEE ON FINANCE,
Washington, DC.

The hearing was convened, pursuant to notice, at 11:36 a.m., in
room SD-215, Dirksen Senate Office Building, Hon. Max Baucus
(chairman of the subcommittee) presiding.

Also present: Senator Daschle.

[The press release announcing the hearing follows:]

{Press Release No. H-49, October 5, 1989]

FINANCE SuBcoMMITTEE ON TrADE To HoLp HEARING ON AGRICULTURAL
NEGOTIATIONS

WasHINGTON, DC—Senator Max Baucus (D., Montana), Chairman, announced
Thursday the Subcommittee on International Trade will hold a hearing on the ad-
ministration’s efforts to extend international trading rules to agriculture in the
Uruguay Round of GATT negotiations.

The hearing is scheduled for Friday, November 3, 1989 at 10 a.m. in Room SD-215
of the Dirksen Senate Office Building.

Senator Baucus and Subcommittee Member David Boren (D., Oklahoma), will this
week introduce legislation to open foreign markets to U.S. agricultural exports
using Section 301 of the Trade Act and to subsidize U.S. agricultural exports if the
current negotiations fail. The purpose of this legislation is to strengthen the hand of
U.S. negotiators while insuring that American farmers' interests are protected.

“These negotiations are critical to American farmers. American agriculture is in-
creasingly dependent upon exports. In 1988, the United States exported $35.3 billion
worth of agricultural products. One in every three acres of America’s cropland
raises crops for export. America exports about 75% of its wheat crop and 40% of its
soybean crop as well as substantial amounts of beef, corn, rice, cotton, and many
other agricultural products. Continued strong agricultural exports are essential if
America is to eliminate its mammoth trade deficit,” Baucus said.

“A good agricultural trade agreement could be a bonanza for American farmers.
But a bad agreement could spell economic ruin,” Baucus said.

The purpose of this hearing is to review progress made to date with negotiators
and impress upon them Congressional concerns regarding the negotiations. Steps
that could be taken if the negotiations fail will also be explored.

Senator Boren—who chairs the Senate Agriculture Committee’s Subcommittee on
Domestic and Foreign Marketing and Product Promotion—also plans to hold hear-
ings on this topic before his Subcommittee.

OPENING STATEMENT OF.HON. MAX BAUCUS, A U.S. SENATOR
FROM MONTANA, CHAIRMAN OF THE SUBCOMMITTEE

Senator Baucus. The hearing will come to order.
As chairman of this subcommittee, I would like to begin by
saying that I strongly support the underlying principles of the

(1)
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United States’ proposal to eliminate agricultural trade barriers
worldwide. )

In most years, the United States is the world’s No. 1 agricultural
exporter. Last year, for example, the United States exported about
75 percent of its wheat crop, 40 percent of its soybean crop, as well
as significant quantities of rice, beef, corn, and many other com-
modities.

In my State of Montana, more than 85 percent of the wheat crop
normally goes for export, as does a growing percentage of beef. Na-
tionally, more than one out of every three cultivated acres raises
crops for export. In other nations like the European Community,
Japan, and Korea, if they were to eliminate their trade barriers,
U.S. agricultural exports to those countries could skyrocket.

For instance, the 1989 national trade estimate stated that elimi-
nation of European agricultural trade barriers would result in a 37
billion improvement in the U.S. trade balance. On a level playing
field, American farmers would, therefore, prosper. That is why Sen-
ator Boren and I recently introduced S. 1746.

This legislation would require the administration to use Section
301 in various agricultural export programs to protect the United
States’ interest if GATT talks break down. It is intended to send a
strong message to our trading partners that the United States is
serious about agricultural trade, and to strengthen the hands of
our negotiators.

That said, I do have some concerns about the administration’s
most recent negotiating proposal. From the perspective of my con-
stituents, this is the most difficult trade negotiation the United
States has ever engaged in. A good agreement could be a bonanza
for American farmers, but a bad agreement could be an economic
dislaster. Literally every word of an agreement is potentially criti-
cal.

If the administration is going to conclude an agreement that
Congress can support, consultations with Congress must be an inte-
gral part of these negotiations. Too often, consultations have been
a matter of sending the Congress a press release an hour before it
is released. This is certainly not what Congress has in mind when
we write consultation requirements into the U.S. trade laws.

The situation, however, has recently improved. Ambassador Hills
deserves praise for making an extra effort to consult with Congress
and take our advice on contentious issues.

With regard to the agricultural negotiations in the Uruguay
Round, consultations have meant informing Congress of adminis-
tration proposals in advance and allowing members and staff to ob-
serve negotiations. Unfortunately, the communication has been es-
sentially one-way; I have seen little willingness on the part of the
administration to take congressional suggestions. This is not satis-
factory. If the adininistration is not willing to take our suggestions,
they could have serious difficulties in getting an agreement ap-
proved by the Congress.

In that regard, I have two comments I want to particularly im-
press upon the administration: :

First, the administration should adopt a tougher, more American
negotiating posture. The administration’s proposals in agriculture
seem to be driven as much by an ideological, textbook commitment
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to free trade as by a desire to improve the position of U.S. agricul-
ture.

There was a time when the United States could lead the world
by example in trade policy. The United States could afford to con-
cede more than other nations and to grant concessions to benefit
other nations while gaining little in return; but those times are
gone.

Any trade agreement that the administration brings to the Con-
gress for approval will be judged on whether or not it benefits the
United States. The agreement must demonstrate concrete benefits
for American farmers, businessmen, and workers.

Happily, as was the case with the United States-Japanese beef
and citrus agreement, freer trade typically benefits other nations
as well as the United States. But the United States must negotiate
with its best interests in mind, not those of Australia, Thailand, or
other nations.

The administration could do well to remember that the first
GATT agreement was turned down because Congress judged it a
threat to American farmers. Congress will be interested in the
bottom line, not consistency of principle.

Second, I strongly oppose the portion of the administration’s pro-
posal that grants developing countries a waiver from the new rules,
at least temporarily..

Last year, then Deputy Secretary McPherson called for an end to
special and differential treatment for developing countries in the
GATT. He argued compellingly that this concept had outlived its
usefulness and is being used by developing countries as an excuse
to continue protectionist policies. Yet, we agreed to special treat-
ment for developing nations in order to conclude a mid-term agree-
ment to keep negotiations moving.

There is no sound reason for letting the developing nations play
by a special rules in agriculture; many developing nations have
highly developed agricultural sectors.

In fact, the developing nations are likely to be clear winners if
world agricultural trade is liberalized. Yet, many of them maintain
egregious trade barriers: Nigeria bans importation of wheat. Korea,
until recently, banned importation of beef and continues to block
adoption of GATT recommendations that it phase out its beef
quota. Korea also maintains restrictions on a variety of other agri-
cultural products. Brazil and Argentina subsidize soybean exports,
and Brazil blocks imports on a number of agricultural products
with import licenses, now the subject of a Super 301 investigation.
And, unfortunately, the list goes on.

By itself, none of these developing countries represents as large a
problem as the EC or Japan, but these nations are the growth mar-
kets for U.S. agricultural exports. Allowing developing nations to
retain their restrictions and subsidies while the developed coun-
tries phase theirs out denies American farmers a level playing
field. The principle of special treatment for developing nations
simply has no place in a GATT agreement on agriculture.

With all of the above said, I want to reiterate: I support the prin-
ciple of free trade. We have a tendency to thi. . of computer manu-
facturers and other high-technology industries as America’s world-
class competitive industries. Those industries are world-class com-
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petitors, but the United States’ most consistent winner, by far, has
been agriculture.

In the modern era, the United States has always run a large sur-
plus in agricultural trade. The United States is blessed with ideal
soil and weather conditions, as well as a diverse and highly skilled
agricultural sector.

American farmers will always be a world-class competitor. Thus,
we have a considerable amount to gain from a strong agricultural
trade agreement, but we are not desperate for such an agreement.
If we cannot negotiate an adequate agreement, the United States
can and will go it alone by using Section 301, export enhancement,
and marketing loans, and Senator Boren and I introduced S. 1746
to remind our trading partners of this fact.

I urge the administration to continue to negotiate, negotiate
hard, but please take note of the comments I have made this morn-
ing.

[The prepared statement of Senator Baucus appears in the ap-
pendix.] _

Senator Baucus. I would now like to turn to our panels.

Our first panel consists of Hon. Julius Katz, Ambassador, Deputy
U.S. Trade Representative; and Mr. Charles O’Mara, Assistant Ad-
ministrator with the Foreign Agricultural Service.

Ambassador Katz, why don’t you proceed?

STATEMENT OF HON. JULIUS L. KATZ, AMBASSADOR, DEPUTY
U.S. TRADE REPRESENTATIVE

Ambassador KaTtz. Thank you, Mr. Chairman.

I have a brief statement that I would like to read, if I may.

Senator Baucus. Yes. Absolutely.

Ambassador KaTrz. Thank you for your invitation to discuss the
U.S. proposal on agriculture in the Uruguay Round multilateral
trade negotiations.

As you know, Under Secretary of Agriculture, Richard Crowder,
and I led a delegation to the Uruguay Round negotiating group in
Geneva last week. At that time we presented to the negotiating
group a comprehensive proposal on how to build a freer and fairer
international agricultural trading system. We receive encouraging
support for that proposal from most of the delegations there, and
the proposal has, we believe, provided a spark to these critically
important negotiations, negotiations which will intensify in the
weeks and months ahead.

Agriculture is one of the 15 issues being negotiated in the Uru-
guay Round, but I think it is clear that the success of the entire
round of negotiations will depend on the ability of the negotiating
partners to agree on an acceptable agricultural package.

Previous rounds of negotiations failed to address agriculture in a
meaningful way because of political difficulties involved, and those
failures have compounded the problems that we now face in this
sector.

We are at a point now where we cannot merely adjust at the
margins of the problem; we need to address the agricultural trad-
ing system in a fundamental way and achieve fundamental reform.
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The U.S. proposal envisages that the policy reforms should be
carried out over a period of time in a coordinated fashion within
the context of multilateral commitments made in the Uruguay
Round negotiations. We believe that the current round offers an
exceptional opportunity to reverse the course we have been on,
which involves skyrocketing costs and enormous economic ineffi-
ciencies which are associated with present farm support programs
everywhere in the world.

We have emphasized repeatedly to our trading partners that,
while we are convinced that reform is in our mutual interests, we
will not begin the difficult process of modifying our policies until
all other countries are prepared to do the same.

Now, the text of our proposal has been made public, and I will
summarize it just in very brief terms. Mr. O'Mara, 1 think, will
want to go into some more detail; but, basically, the concept in our
approach deals with four key areas:

One is market access, and we propose that all barriers, tariff and
non-tariff barriers, be converted to a tariff system—this is our so-
called “tariffication proposal’—and that substantial reductions in
the tariffs would be made over a period of 10 years, to bring us to
nil or very low duties. We would propose to use tariff rate quotas,
where tariffs would be at exceptionally high or prohibitive levels,
as a transition device.

The second area deals with export competition, and here we pro-
pose very simply that all export subsidies be phased out over a
period of 5 years. Export restrictions would similarly be prohibited.

The internal support area is the most difficult and most contro-
versial of our proposals.

Senator Baucus. You just got started, Mr. Ambassador. I want to
give you a few more minutes, so you can comprehensively and fully
make your statement. So, disregard that yellow light there.

Ambassador Karz. All right. Thank you.

The third element of our proposal deals with internal support
measures. We propose, basically, that these be addressed in three
ways: Those measures which are most trade-distorted would be
phased out and prohibited; a second area, which is less distortive
and perhaps more ambiguous, would be subject to GATT rules and
disciplines; and a third area, which involves measures that have
minimal impact on trade, which are generally applicable measures,
would be permitted to continue, so long as they meet those criteria.

And the fourth element of our proposal deals with sanitary and
phytosanitary regulations, to assure that those are internationally
consistent and based on scientific criteria.

Our objective is to create a global environment in which agricul-
tural producers would be free to compete on the basis of their abili-
ty to produce quality products at competitive prices. We are con-
vinced that our producers in the United States, who are the most
competitive in the world, would prosper under those conditions.

Now, the proposal we presented covers all aspects which we
think are essential to meaningful agricultural reform. It is the first
proposal of a comprehensive nature that has been presented in the
agricultural negotiating group. In the next 2 months we expect
that there will be other proposals, introduced by other countries or
groups; the Cairns Group will probably put a in a proposal at the
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end of this month; the Community, either at the end of this month
or in December; and beginning next year, we expect that the nego-
tiations will get underway in a serious fashion.

We think that this is one of the most important issues in the ne-
gotiations. I accept your statement, Mr. Chairman, about the need
to consult. We feel that we have consulted both with this commit-
tee and with the agriculture committees on both sides. We accept
the statement you made on the importance of this to American
export interests, and we look forward to continuing our consulta-
tions with you as we proceed in the negotiations.

I would be happy to answer any of your questions.

Senator Baucus. Thank you, Mr. Ambassador.

Mr. O’'Mara?

[The prepared statement of Ambassador Katz appears in the ap-
pendix.]

STATEMENT OF CHARLES JOSEPH O’MARA, ASSISTANT ADMINIS-
TRATOR, INTERNATIONAL TRADE POLICY, FOREIGN AGRICUL-
TURAL SERVICE, U.S. DEPARTMENT OF AGRICULTURE

Mr. O'MaRraA. Thank you, Mr. Chairman.

I have a very long statement; but, if you will permit me, 1 will
try to summarize it.

Senator Baucus. I have given each of you 72 minutes, so if you
could constrain yourself to 7', I would appreciate it.

Mr. O’'MaRrA. I think I can do that, Senator.

Senator Baucus. And your full statement will be in the record.

Mr. O'Mara. Thank you.

Mr. Chairman, I appreciate the opportunity today to provide you
and the other members of the subcommittee the Department of Ag-
riculture’s views on the administration's efforts to extend interna-
tional trading rules to agriculture in the Uruguay Round trade ne-
gotiations.

As you know, an important strength to U.S. agriculture is our
competitive ability to market products abroad. However, our ability
to do that has been threatened by the proliferation of trade-distort-
ing agricultural policies around the world.

The policies employed run the gamut from quotas to export sub-
sidies to import restrictions disguised as health barriers. No coun-
try has the ability to bring about a reform of these practices alone.
Also, because one type of trade-distorting policy may be used to re-
place another, reforms must be broad-based. This is why the
United States submitted a comprehensive proposal on agriculture
in the Uruguay Round covering all aspects essential to the agricul-
tural negotiations: import access, export competition, internal sup-
port, and sanitary and phytosanitary measures.

The U.S. proposal would substantially and progressively reduce
all trade-distorting measures on a multilatera! basis, while still
giving farmers time to adjust to market forces and governments
the flexibility to continue to provide income supports and other
safety nets for farmers.

In our view, any agreement on agricultural trade reform must
contain these elements; that is, reform must be substantial, the
agreement must be multilateral, the adjustment should be gradual,
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and the agreement should provide a means for governments to sup-
port farmers in ways that do not distort trade.

Our proposal submitted last week in Geneva is aimed at the
broad range of policies that distort agricultural trade. It provides a
clear vision for the future on how governments should support ag-
riculture. The proposal calls for improved and strengthened GATT
rules and disciplines in all areas to guide production and trade
toward a market-oriented system and to minimize trade distortions.
It does not call for the elimination of support to any nation's farm-
ers, including our own, but rather for a redirection of policies so
that trade-distorting effects are minimized. The orientation is
toward market signal responsiveness, protection of farm income,
and away from programs that inhibit market growth.

Since Ambassador Katz has outlined our proposal and since, as
he pointed out, it has been available to the committee and publicly
now for several weeks, I don’t think I will take any more time to
elaborate on it now; but let me make a few more points, if you
don’t mind, Mr. Chairman.-

The global reduction in trade-distorting policies would allow U.S.
farmers to exercise their entrepreneurial skills and make produc-
tion decisions based on market forces rather than government pro-
grams. It would allow U.S. agriculture to exploit its comparative
advantage and increase exports, and you pointed out in your state-
ment how important that is to our agricultural industry.

Based on estimates by the Department’s economic research serv-
ice, U.S. agricultural exports would be significantly greater, the
U.S. market share for grains would improve, and exports of higher
valued livestock and meat products would increase.

A recent study by the Economic Research Service using 1986 as a
base year estimated economic gains at $10 billion per annum for
the United States, and this, Mr. Chairman, I would point out is a
minimum estimate; we now have an analysis underway that will
expand upon work already done in the Department, which we will
bie pleased to share with the subcommittee when that it is com-
plete.

Finally, I think it is important to note that the proposal we pre-
sented in Geneva last week is one that will make agriculture a
grown industry, bringing about an opportunity that does not now
exist and can only be achieved through multilateral negotiations. It
is a proposal that will bring about this change in all countries over
a period of time, and it is one that will allow for the support of
foreign income in ways that minimize trade distortion. And I would
underline again, our proposal does not call for the elimination of
foreign income support. -

The principles that will guide us through this process are the fol-
lowing: Equitable treatment for U.S. producers; we will not unilat-
erally disarm, nor will agriculture be traded away for other sectors
of our economy; and we will continue to operate programs such as
the EET aggressively to maintain U.S. competitiveness as we pro-
ceed in Geneva; and finally, we will keep an open line of communi-
cations—that is, consultations with Congress and U.S. farm and
commodity groups—as the negotiation proceeds.

Thank you, sir. That concludes my statement.
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q [’Iihe prepared statement of Mr. O’Mara appears in the appen-
ix. -

Senator Baucus. Thank you, gentlemen.

Before I begin with a couple of questions about the GATT, I
would like to turn to the administration’s negotiations with respect
to Korean beef restrictions.

Frankly, I am a bit distressed with the recent statements by the
country of Korea with respect to its practices on limiting foreign
beef into Korea.

As we know, in 1985 Korea completely banned the importation of
beef. Recently Korea has relaxed those restrictions, but only slight-
ly. The GATT has ruled that Korea is in violation, and the admin-
istration is now negotiating with Korea.

You know, trade is a two-way street; we take Korean Hundais,
and I think it is only fair, therefore, that Korea take American
beef.

I trust that by November 22, if there is not a successful agree-
ment with Korea wherein Korea virtually completely opens up its
country to foreign beef, that the administration will take appropri-
ate action under our trade laws. I would like to get that reassur-
ance now, if I could, Mr. Ambassador.

Ambassador Katz. Mr. Chairman, this is a subject on which we
have pressed Korea very hard, and we expect that two things will
happen at the next council meeting: We expect that Korea will dis-
invoke its balance of payments exception; and, second, we expect
that they will agree to the reports of the panel dealing with their
restrictions on beef. So we expect that we shortly will be able to
report progress in this area.

Senator Baucus. But the deadline, still, is November 22 under
our trade laws.

Ambassador Katz. The council meeting, I believe, is the seventh
of November.

Senator Baucus. All right. Thank you.

I would like to know, in your judgment. what actions we can
take—that is, the adm1mstrat10n and particularly the Congress—
to keep the pressure on our trading partners so that we do reach a
successful agricultural agreement in the GATT—that is, one where
all countries do mutually, fairly, even-handedly reduce their pro-
tectionist agricultural practices. —

The EEP certainly has helped, I think, brmg the European Com-
munity to the table, and the marketing of loans probably helped.
What are measures that this country can take to help bring our
trading partners to the table and help encourage them to reach an
agreement?

Ambassador Katz. Mr. Chairman, as I have indicated, we are
now on the eve of the most intensive phase of the negotiations.
Within the next 6 months I expect the crunch will develop. We
have made our position very clear in the negotiations that agricul-
tural reform is a prerequisite of a successful outcome, not only for
agriculture but for the negotiations as a whole.

We think that we have in the negotiations adequate negotiating
leverage. We have a certain amount of confidence about our negoti-
ating skill. And I would have to say, with respect, that I don’t
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think we need more pressure. I think we are well positioned to
carry out our objectives in the negotiations.

Senator Baucus. What about the bill that Senator Boren and I
introduced? It seems to me that would help—that is, a bill under
which if we do not reach a successful conclusion by, say, mid-Feb-
ruary of 1991, that the U.S. Government has the authority to pro-
ceed under Section 301 in export enhancement, in other marketing
loan provisions, to help protect American interests?

Ambassador Katz. Well, so far as I know, we have not been
asked by the administration to take a position on the bill, and we
have nof arrived at a coordinated position. So the view I am going
to express is my own view, and it is a preliminary view. But I
would have to say, with respect, that I think the bill is unneces-
sary, and I think, if anything, it is likely to complicate our negotia-
tions.

I know that you are offering this in the spirit of wanting to assist
us and to help us; but, as I have just said, we are entering into an
important and somewhat delicate stage in the negotiation, and I
don’t think pressure of this kind is productive. It could have and 1
think is likely to have a negative effect.

Mr. Chairman, I also should say we do have existing authority in
the 1988 trade legislation to carry out programs like this, should
that be desirable or necessary.

So I think this bill, to my mind, offers nothing additional, but I
think its timing could be less than helpful.

Senator Baucus. But hasn’t Section 301 helped open markets, ac-
tually? That tool has been there, and it has been used—it has
opened markets.

Ambassador KaTz. It has. Yes, sir, it has. But it is also something
that I think needs to be used with a certain amount of skill and
precision, which is what we have tried to do, rather than as a blunt
instrument.

Senator Baucus. It just extends the administration’s authority
under Section 301; under the bill, the administration would still
have the authority to implement the provision in the way the ad-
ministration would think is the most appropriate.

In addition to that, the fact is, since we are a non-parliamentary
form of government, I would think that you as one of our chief ne-
gotiators from the Executive Branch would like to point to your
counterparts and point out what the Congress—another co-equal
branch of the Government of the United States—may or may not
do, depending upon the results of the negotiations.

Based upon my experience, frankly, countries do not altruistical-
ly give trade benefits to other countries; countries only give trade
benefits to other countries when in effect they are forced to realize
it is in their long-term best interests, because, if they don’t, they
face a worse alternative.

I think that the specter of that legislation is going to help you. It
will not be implemented in a way that is unfair, and I think that
your ability to point to it would help you as you negotiate.

Ambassador Katz. Mr. Chairman, I think negotiations are most
successful when they can bring together common interests and
mutual interests. I think you are absolutely right that countries do
not agree altruistically to grant concessions; they do so when they
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perceive it is in their interests. And the task in negotiating is to
find those linkages and those intersections between interests.

We think our agricultural proposal does that. We think it meets
the largest interests not only of the United States but of our trad-
ing partners. We think it will put agriculture on a more competi-
tive. more viable, more efficient basis, in which all of the partici-
pants in the negotiations will benefit, and we think that that is
more likely to succeed than by hurling thunderbolts.

They are under no illusions about the view of the Congress or
the view of the administration should the negotiations fail. So 1
think we are adequately armed as we go into this critical phase.

Senator Baucus. My time has expired.

Senator Daschle?

OPENING STATEMENT OF HON. TOM DASCHLE, A U.S. SENATOR
FROM SOUTH DAKOTA

Senator DascHLE. Thank you, Mr. Chairman.

Ever since 1 have been in the Congress, either in the House or
the Senate. I've found myself participating in debates where one
group or another is always advocating getting government out of
agriculture, and now it appears that this has taken on an interna-
tional dimension. Getting government out of agriculture—I think
that 1= really how this issue is being framed.

But getting government out of agriculture without any assur-
anves that agriculture will be a beneficiary of far-sighted govern-
mental policies, is something that concerns a lot of small farmers
i particular in my State and throughout the Upper Midwest.

Increasingly, I guess, I would have to tell both of our witnesses,
this whole issue. this whole Uruguay Round, is becoming increas-
myly disconcerting to these farmers. They see it as just another
effort to get government out of agriculture without first having
thought ahead to what the next step will be. They see studies like
the one that came out of the Department of Agriculture in August
of 1954 entitled. "The Economic Implications of Agricultural Policy
Reforms In Industrial Market Economies.” I am sure, Mr. O’Mara,
vou are familiar with the report’s forecast that we will see, if this
i~ enacted. a 1i-percent reduction in producer prices in the case of
wheat: in dairy products, a 15-percent reduction in price; in coarse
erams, a 33-percent reduction in price.

This has extraordinary ramifications if you are a farmer sitting
in South Dakota tryving to decide today whether or not the Uru-
ruay Round is something good. I hope that you will use opportuni-
ties Hike this to ease their minds and put their concerns to rest.

My own view is that the jury is still out. I have been reserved in
criticizing the effort. I have tried to be supportive, yet I must say I
am somewhat skeptical about some of this activity, and soon I will
be at a point where I am going to have to make a decision on
whether or not I become much more assertive, either in support or
1N opposition.

I must tell vou, however, I too need to be more confident that
studies like this have another side. Otherwise, how can anyone ad-
vocating negotiating positions for the United States be in support
of an effort that will reduce the price of wheat by 44 percent and
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the productivity of wheat by 6 percent, according to the USTA’s
figures?

In the case of the study quoted in the Economic Review in May
of 1989, which indicates that U.S. agricultural commodities on an
annual basis could lose $5.5 billion, how can you tell an agricultur-
al Senator like the Chairman or me that, in spite of these pretty
dour forecasts, this is something that we can be enthusiastic about?

Ambassador KATz. Senator, let me just make a brief comment,
then I am going to ask Mr. O’'Mara to address the specifics of that.

You know, when we talk about getting the government out of ag-
riculture, I think we are speaking figuratively and maybe with a
certain amount of hyperbole. I don’t think that our proposal literal-
ly involves getting government out of agriculture; but it certainly
involves changing that role and limiting it drastically from what it
is now. But there are a number of elements where government
would remain involved: There is a safety net which is involved in
this, there are safeguard provisions.

But I would also say that the figures you have presented—I don’t
known what the report is, and, as I say, I would let Mr. O'Mara
address it—but the research that I have seen, and that to some
extent Mr. O'Mara quoted in his opening remarks—show very dif-
ferent results.

Joe? )

Mr. O'MaRra. Senator, I have no knowledge of that particular
report, but I am sure you will share it with us. I would like to read
it and make an assessment. I understand your point, and I think
your concerns are ones that we need to be responsive to.

In fact, it is very difficult for me, as the Chairman pointed out
earlier, to think that, if we focus on the removal of trade-distortive
subsidies, U.S. agriculture doesn’t gain. I mean, we see what has
happened in Japan in just the early stages of the implementation
of the beef agreement. The market has responded, and our produc-
ers have been successful. It is very hard for me to understand, if
you look in the situation at the European Community, why the out-
come would not be similar. I unfortunately don't have the numbers
here today, but I would be happy to supply them.

[The following information was subsequently received for the
record: |

Question. How can anyone advocating positions for the United States be in sup-
port of an effort that will reduce the price of wheat by 14 percent and the productiv-
ity of wheat by 6 percent, according to the USDA's figures?

Answer. The figures that are being quoted are contained in the report entitled
“Haw to level the playing field? An Economic Analysis of Agricultural Policy Re-
forms in Industrial Market Economies” by Vernon Roningen and Praveen Dixit of
the Economic Research Service. This study predicts a post-liberalization wheat price
44 percent below the current target price for wheat. Market prices for wheat, ac-
cording to the study. would rise.

It is important to keep the results of a report like this in the context with which
it was developed. As the Note of Caution in the front of the report indicates

“. . . this analysis is interpreted as instantaneous removal of all forms of sup-
port (all assumed to be equally distorting} to agriculture and therefore is not an
accurate representation of any of the proposals before the GATT. No proposal
tabled at the GATT calls for the elimination of all support to agriculture or all
agricultural programs. Rather, the proposals concentrate on reforming country
policies to remove, over time, those policies which are trade-distorting.’

There are fundamental assumptions that were made in this report, and other such
liberalization models, that are necessary to make the inputs in these models fit the
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model parameters. Inevitably, these assumptions differ significantly from the posi-
tions taken by the United States in the negotiations and, to a certain extent, from
real-world circumstances. The results of the study should be analyzed in this light.
Some key assumptions in this analysis include:

(1) a 1986 base year (the year in which prices were at their lowest and govern-
ment outlays at their peak),

(2) instantaneous liberalization (the United States has proposed a 1(¢ year transi-
tion period to ease the shocks that might be felt from instantaneous change);

{3) no developing country participation in liberalization (the U.S. position is that
all countries, including developing countries, should participate in the liberalization
process);

(4) low demand elasticities; and

(5) low trade gains (trade adjusts only as a residual as other factors change).

Also for simplicity’s sake, the study ignores the dynamic effects of liberalization—
such as income growth in developing countries and increased productivity and effi-
ciency due to reduced distortions and improved resource allocations—and other dy-
namic factors such as population growth.

Even with these assumptions and the limited scope of the study, there are some
very positive conclusions. To cite passages from the study:

—"Liberalizing agricultural policies in all industrial economies would, on average,

increase world agricultural prices by 22 percent.”

—"One would expect liberalization to increase specialization by countries because
of their comparative advantage and to increase trade. Indeed, model results in-
dicate that world agricultural trade volumes for most commodities would
expand when industrial market economies simultaneously liberalize.”

—"The United States would improve its agricultural trade balance by $3 billion,
or nearly 25 percent.”

—"“Global trade value would increase by $18 billion with multilateral liberaliza-
tion."”

—"Because protectionist agricultural policies of industrial countries have encour-
aged the inefficient use of resources, those economies in the aggregate would
gain more than $35 billion annually from multilateral liberalization.”

The Administration is confident that multilateral liberalization would yield big ben-
efits for U.S. farmers, and that U.S. proposals to the Uruguay Round GATT negotia-
tions are based on sound economic principles. The overwhelming majority of eco-
nomic analysis, including the study in question, support this view in general terms.
What is important in these studies is not the specific humbers they yield, but the
direction they indicate changes will take. It is clear from our analysis that the direc-
tion of change would be positive.

If my memory is correct, by the middle seventies we were ship-
ping somewhere between 15 to 20 million metric tons of corn to the
European Community, and we ship hardly any corn now to the Eu-
ropean Community. Why is that? Because of trade-distortive subsi-
dies protected by the variable levy. And now, of course, I think the
European Community is even beginning to export some corn.

The same is beginning to happen in soybeans. Ten or 15 years
ago we were the only supplier to the crushing industry in Europe
of soybeans. That has changed dramatically, as you no doubt know.
Why has that changed? It has changed because subsidies to the
level of two to three times the world market price have given the
EC the basis to supply an ever-increasing amount of their consump-
tion from their own production..

It seems to me it is logical, if you remove those kinds of bar-
riers-—if you reduce the effect of these trade-distorting policies—
our people are going to gain. We have the proof-positive of the beef
agreement with Japan, and we have history that has shown what
has happened in the absence of our not being able to get control of
trade-distortive policies.

Senator DascHLE. Well, I think, Mr. O’'Mara, you point out an
element of the negotiations that enjoy the support, the broad range
of support, of all of the agricultural community.
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Ambassador Katz succinctly stated the four objectives, which
were market access, export competition, internal support measures,
and sanitary measures. I think there is probably broad-based sup-
port on three of those four.

The real question is, what do we do with internal support meas-
ures? How do we define them, and what do we replace them with—
if indeed it is our determination, in the interest of overall interna-
tional competition, market access, and all the good things we are
espousing—to be successful in these negotiations?

My point is very simple, and I am sure I am running out of time.
My point is this: You are going to run into greater opposition do-
mestically than you are internatiorally unless somebody does a
better job of explaining to the American producer how dropping in-
ternal support measures is in our best interests, and what we are
going to do about it afterwards.

Senator Baucus. Go ahead, Senator. Continue. Take more time,
if you want. It is a point well taken. :

Ambassador Katz. Well, we are under no illusions about the dif-
ficulty of selling this proposal, either domestically or international-
ly. We think we have a lot of support internationally from coun-
tries with export interests; but even in those countries, as they con-
front their domestic measures, they will run into difficulty.

But, Senator, we are at a point where, as I have said, I think we
need to confront the problem in fundamental structural terms.
Now, it would be very comforting to say, “Well, let’s take care of
two of those three problems.” I link the three problems together;
import access, export competition, and internal measures are part
of the economics of the industry. The fourth item is the sanitary
and phytosanitary, which is really a regulatory problem.

Now if you try to deal with only measures at the border and say,
“Well, we want assured access; we want elimination of export sub-
sidies,” that will break down unless you can get some discipline
over what countries do internally, because if they pursue domestic
subsidies, and if those measures result in excess of production, the
import commitments are going to break down. They are not going
to permit imports when the bins are running over, and they are
going to be pressed to dump some of that on the world market.
That is what we have seen for 20-30 years now.

Our attempts in the previous negotiations to deal with the prob-
lems at the border have just failed. We have not been able to nego-
tiate adequate import-access commitments that are sustainable; we
have not been able to negotiate commitments on export competi-
tion, which are fair and reas ~nable; and so, as we have looked at
this problem, we have conclu .d that the only way to deal with it
is not at the margin but to deal with it structurally.

Now, I appreciate your point, first of all, that we need to estab-

lish how to do that, what the alternative is to our present policies.
We think what we have suggested is a sensible and workable ap-
proach. But we need to sell that. We need to sell it at home as well
as abroad.
__Senator DascHLE. Let me try to respond, for just a minute, and
then we cah move on, because I am sure this is something that we
will continue to have to talk about in a dialogue, rather than in
confrontation.
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My view is that we have probably got one of the best food-pro-
ducing systems in the world, at an extraordinarily low cost to the
taxpayer today. Two percent of the Federal budget deals directly
with agricultural productivity. That is a bargain, [ don’t care-how
you look at it. We have one of the lowest costs of food anywhere in
the world. That is a bargain to the consumer; it is a bargain to the
taxpayer.

We are being asked now to drop that. We are being asked now to
hold out the hope that, in spite of what good we have, both in
terms of tax dollars as well as in terms of what a consumer pays in
the grocery store, that there is something better out there, and
that all we have to do is go along with these four points, including
dropping what you term ‘“the internal support measures,” in the
hope that we can even do better than that. That is what you are
saying.

I guess you haven't convinced the agricultural producer, by and
large, in my State that there is something better out there. And |
think it is important, as you go through this, that you keep an eye
on what is happening here, because you are going to need, ulti-
mately, for all of us who represent those people to support your ef-
forts, and the jury is still out. It is still out for two other reasons,_
and then I will stop:

It is out because there are a lot of non-GATT participants who
could easily benefit by this. What do we do with them? What do we
do with the Soviet Union? What do we do with some of those other
countries who could become very significant producers of agricul-
ture, once again, as in some cases they were in the past? What do
we do with them? How do we tell our farmers not to worry about
flhose non-participants? That is a concern that I think producers

ave.

Another concern that producers have that you haven’t addressed
yet is how you define internal support measures? I haven't heard
one witness in all of the hearings in which [ have participated talk
about how they would strip away all of the tax incentives, too, be-
cause that is also an internal support measure.

My small farmers can't take advantage of tax incentives very
well, but the big ones can. And if you take away “internal support
measures’'—quote, unquote—and leave the tax incentives, we'll
have a real donnybrook on our hands. Then you are really going to
see some debate here, in this committee and in the Agriculture
Committee.

So I hope, as we go through this process, some of these things
will be satisfactorily resolved, and I hope that I can end up sup-
porting it. But I am growing more skeptical, and I am looking for
more times like this and perhaps some informal opportunities to
talk and resolve these matters; but before I will be convinced that
there is something better out there, we have a lot more work to do.

Ambassador KATz. Senator, I accept your proposal and offer to
engage in a dialogue. I really would welcome that. We would like
to come up and talk to you collectively or individually.

Senator Baucus. That is the point of this hearing, frankly; and,
as the Senator said, there will be other hearings. But I would like
to follow up on that, and what are the internal measures of domes-
tic subsidies.
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You know, I understand there are red lights, and there are
yellow lights, and there are green-light proposals, and so forth; but,
as Senator Daschle said, the administration really hasn’t defined
with any specificity how it sees this working; that is, what catego-
ries are red lights, what are yellow lights, how long are the yellow
light proposals going to stay in existence.

And then that fits in with the Farm Bill. Has the administration
talked to the Congress about the red lights that we put in the
Farm Bill, or the yellow lights that maybe this committee, as tax
measures, or the Finance Committee would deal with? I mean, are
you are going to get the support of farmers in the country?

I think Senator Daschle is correct; at least when I talk to farm-
ers, | get the same reaction. They are very skeptical of all of this.
And because of the failure, so far, of the administration to talk out
the details in this area alone—and there are many other areas—
and because of other reasons, I think there is a feeling among
American farmers, by and large, that the administration is propos-
ing this agreement partly for ideological reasons, trying to find the
perfect world, rather than standing up and articulating and advo-
catir.g the American farmer’s point of view.

You are a trade negotiator for America, not for the world. You
are in there fighting for American farmers and American manufac-
turing industry and services industry, and so forth. You are an
American. And there is a sense among American farmers that our
trade negotiators are too preoccupied with theory and not suffi-
ciently advocating an American interest point of view. I have to
tell you that, because that is how I see it, and that is how they rep-
resent it to us.

So I hope very much that we can get the kinds of discussions
that Senator Daschle referred to, as well as open formal hearings
Ln place, so that we can find out a little more of what is going on

ere.

Ambassador KaTtz. I would like to be very clear that we are rep-
resenting the interests of the United States and the interests of the
United States’ agricultural community. There should be no doubt
about that. We are not representing the interests of anyone else.

Second, our proposals are not theoretical, they are very practical.
They do not, Senator Daschle, involve the elimination of internal
support measures; they involve a restructuring, a change in the di-
rection, a change away from policies which are distortive to ones
that, to the extent we can make them, are trade neutral.

Third, we are not proposing that we go cold turkey on the day
after the signature of the agreement or the day after the Congress
has approved the agreements. We are proposing appropriate transi-
tions, but not to nothing, to measures that are trade-neutral, to the
extent we can get them, and which would benefit American farm-
ers and the American economy.

Now, Mr. Chairman, if you like, we could go into the details of
this. We haven’t just presented a blank check; our proposal goes
into quite a lot of detail as to how we would do these conversions,
the kinds of measures that we would seek to have eliminated, those
that would remain, those that could remain under certain disci-
plines. They are spelled out in our paper; but if you have time now,
we would be glad to go into that, or we could do it subsequently.
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Senator Baucus. Well, I appreciate the offer, and I think we will
have to go into that. But this is a Friday afternoon, and attendance
is not great because it is Friday afternoon. 1 think we will have to
schedule some other hearings and other opportunities to do that.

But on that subject, one question comes to my mind, and that is
the iarifﬁcation of, say, the Meat Import Act. How is that going to
work?

As you know, the Meat Import Act has only been triggered
maybe once or twice in the last—gosh, what?—10 years, roughly.
How are we going to tarify an act that has only been implemented
for two different quarters, roughly, in the last 10 years? How is
that going to work?

Mr. O'Mara. Well, we wouldn’t be able to impose quotas under
this proposal, Mr. Chairman.

Senator Baucus. The question is, how do you tarify it? The pro-
posal, as I understand it, is to tarify the quotas.

Mr. O'MaARrA. The proposal is to convert all non-tariff measures
to tariffs.

Senator Baucus. Correct.

Mr. O’'Mara. And within that, at an early stage of the transition
period, which we have proposed would be 10 years, that tariff rate
quotas be put in place.

Senator Baucus. So, how would you tarify the Meat Import Act,
which would only have been implemented, as I say, I think a
couple of quarters in the last 10 years.

Mr. O'MARA. I don’t know for sure how many times. I think it
has only been a couple of times. But there have been several times
where voluntary restraint agreements have been negotiated in lieu
of quotas.

Senator Baucus. I think, under the law, that is only because it
was about to be triggered. .

. O'MaRa. Correct.

Senator Baucus. So, in effect it has only been triggered two
quarters. How are you going to convert to tarification?

Mr. O'Mara. We would have a formula that would equate the
current level of protection that exists under current law into a
tariff. I don’t have those specifics here with me today. And the pro-
posal would call for the reduction of that level of protection to be
reduced over a 10-year period.

Senator Baucus. But the question I am driving at is, some years
there is no protection at all, and most of the time there is no pro-
tection.

Mr. O'MARra. That is true.

Senator Baucus. So what is the formula?

Mr. O'MARA. Well, that is a very good question. I don't have an
answer for you today.

Senator Baucus. And that is why people are a little concerned,
frankly, you know?

Ambassador KaATz. Very simply, I don't know that the law
wouldn’t need to be modified in some respect; but you could deal
with the problem, except for the variable nature of the trigger in
the law. But if you assumed that it were not variable, if it were a
quota or a nominal quota, it would fit into the tariff quota ap-
proach.
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Senator Baucus. But it is counter-cyclical. That is the law.

Ambassador Katz. Well, that is the law, and it is not excluded—
it is far from excluded—that there won’t have to be some modifica-
tions to our laws coming out of the agreement.

That brings me to a point that I should have made in response to
an earlier comment, and that is the relationship of our negotia-
tions to the farm legislation.

We have made it very clear that we are not going to write our
1990 Farm Bill in Geneva. That will be written in the Congress in
Washington, DC. It may well be that the agreement which emerges
in Geneva, which will not become operative probably until 1992,
following ratification by various countries, approval by the Con-
gress, that that may require some changes in U.S. law. And the
Meat Import Law conceivably could be one of them, depending on
how this works out.

But I think the basic concept in that, involving some limitation
of supply for a transition period, with a high tariff, is one that
would be a way of dealing with that.

Senator Baucus. What should we include in the 1990 Farm Bill?

Ambassador Karz. I am sorry?

Senator Baucus. What provisions should we have in the 1990
Farm Bill?

Ambassador Katz. I would suggest that nothing in that bill
should be guided by our negotiations.

Well, let me turn to Mr. O'Mara, who is closer to the legislation;
but I don’t think what is happening in Geneva should impact di-
rectly what it is that Congress wants to do about farm legislation
in 1990.

Senator Baucus. Mr. O’'Mara?

Mr. O’'MARA. Senator, we see the farm bill process and the Uru-
guay Round process as on two separate tracks. The farm bill proc-
ess should conclude before the Uruguay Round negotiation, which
we expect to occur in December of next year. And then, depending
on what the agreement is, depending on how the Congress deals
with that agreement, obviously adjustment would be made in sub-
sequent farm bills to fit the transition that was agreed upon in
Geneva.

And if you will permit me to go back to your earlier question
about the Meat Import Law, I have been ably assisted by my staff.

Senator Baucus. Right.

Mr. O’MAaraA. The fact is, I don’t think we would wind up tarify-
ing in this case. Since, as you point out, we have only used the pro-
vision in current law two times in the last 10 years or so, what
would apply in this particular case is the snap-back safeguard pro-
vision that would protect our market, in this case for beef, against
import surges.

But, of course, to be perfectly clear, too, at the end of the transi-
tion period, if we got this kind of agreement, we could not impose
quotas beyond that 10-year period.

Senator Baucus. Senator Daschle?

Senator DascHLE. No questions, Mr. Chairman.

Senator BAucus. One other question I have is about developing
countries. I mean, some developing countries have very, very spe-
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cialized aggressive agricultural sectors. Why should we want to
give them special treatment?

Ambassador Katz. Well, we have made it clear that we would
not exempt developing countries from our proposals across the
board. On the other hand, where there were special circumstances,
that would be taken into account, and perhaps through longer
transitions where that was required.

But for developing countries that were competitive producers of
particular agricultural commodities, there is no reason why they
should be exempted from the agreement.

Senator Baucus. Well, I don’t understand. What is your defini-
tion of “special circumstances’’? What is the standard by which you
judge in making that determination?

Ambassador KaATz. Well, their general level of development
would be one criterion, and their competitiveness in a particular
area would be another. A country such as Argentina, which is a
competitive producer of grain, should comply right at the outset, as
every other country.

Senator Baucus. I think, as I said earlier, that times have
changed, and that too many of these countries take advantage of
the classification ‘“‘developing country.” I think, frankly, it should
be the American position, again, to protect American agricultural
interests, and I think the administration should take a harder view
as to which countries in fact qualify and which countries do not. 1
think, frankly, we have been unthinking in that regard for the last
couple of years.

Ambassador Katz. I would agree with that. Well, not for the last
couple of years; I would say for the last couple of decades, maybe
the last two decades.

Now, I would agree with you, Mr. Chairman, that developing
countries need to be brought into the system. They need to be a
part of the system. We need to make allowances in what I would
call “special circumstances,” and I can’t define that for you at the
moment. But we know that there are circumstances where particu-
lar countries cannot comply with the rules in particular circum-
stances. But the notion that there is a general waiver for all coun-
tries who regard themselves as “‘developing countries” is something
that would not be acceptable to us.

- Mr. O'MARA. Senator, could I add to that statement?

Senator Baucus. Yes.

Mr. O'MaRrA. We have, in fact, submitted a proposal in Geneva—
I think it goes back a year or so ago—and we would be happy to
share that with you, the paper itself. But I think it follows the rea-
soning that you were indicating and also Ambassador Katz. It
would distinguish among the levels of development in developing
countries; and, as Ambassador Katz points out, clearly Argentina is
a case where their agricultural sector is very efficient, very highly
developed. It provides for the notion, then, of graduation. The spe-
cial-case situstion we would see is applied to a country like Haiti,
but certainly not to a country such as Argentina or such as Korea.

Senator Baucus. One final point here. What assurances can you
give us, if the administration reaches an agreement say in services
and- intellectual property but not a satisfactory agreement in agri-
culture, that the administration won’t sign the agreement and
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therefore sell out agriculture? That is a very real fear that many
folks in the agricultural community have.

Ambassador Katz. We have made it very clear, and we have
stated repeatedly, that we cannot bring back an agreement that
does not include a critical mass of issues that we regard as impor-
tant to the United States. Agriculture is the first among those. It is
the first.

Senator Baucus. Did you say it is the first?

Ambassador Kartz. Well, it is alphabetically the first, but it
is——

Senator Baucus. Oh, well, that is the question. [Laughter.]

Is it first in priority? First in importance?

Ambassador Karz. It is very difficult to distinguish between the
important issues. We have a number of first priorities; agriculture
is certainly among those, and the new areas are among those—
services, intellectual property, investment measures is among
those, and market access. We have important objectives with
regard to market access, not the least of which are in developing
countries.

So agriculture is locked solid in that group of essential—I
haven’t enumerated them all, but agriculture is certainly one of
those issues. And we would not be satisfied merely to bring back a
superficial agreement, declare a victory, and say we have one. It
would have to be qualitatively acceptable as well as merely includ-
ed in the negotiation. And without that, we have said we can’t
bring back an agreement, we are prepared to walk away from it.

Senator Baucus. I think that is important, because often when
parties begin to negotiate, a dynamic begins to arise where there is
a very strong imperative to agree just for the sake of an agree-
ment.

That is particularly true, I think, of the United States, because
we are the largest economic power, still, in the world, and it is very
difficult for the United States to walk away from an agreement. I
think other countries know that, and other countries will try to
take advantage of that. It is very difficult for the United States to
walk away. It is not in our nature. Other countries more easily
walk away than does the United States.

Therefore, you as our negotiator have an even greater burden on
your shoulders to show to our trading partners and to show to
Americans that you will negotiate that much more aggressively to
reach a successful agreement, or you will walk away.

I doubt, frankly, that many Americans are convinced that the
United States will walk away from an agreement. I hear the words,
but I doubt that many Americans believe that.

Mr. O’'MARA. Senator, I might point out that within recent
memory we did that. We were not able to reach a “quality agree-
ment,’”’ as Ambassador Katz referred to, on agriculture in Montreal
in December of last year, and therefore we left Montreal without
having an agreement on agriculture.

Senator Baucus. Well, that was in mid-term; I am talking about
the final shooting match, when the final bell rings.

Mr. O'MARA. I know you are, sir.
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Ambassador KaTtz. I don’t know how to persuade people, except
you are just going to have to watch us. You know, “Stay tuned for
the news at 11.” .

You know, obviously we would regret not succeeding. We think
we have a unique opportunity, and if we do not succeed, it will be a
missed opportunity. But as a practical matter, we know that we
cannot bring back an agreement that is not satisfactory.

Senator Baucus. Thank you very much. I appreciate your testi-
mony.

Ambassador Katz. Thank you, Mr. Chairman.

Senator BaAucus. We have to move on here.

Our next panel consists of Mr. Reggie Wyckoff, president of the
National Association of Wheat Growers; Mr. Ronald Caffey, direc-
tor of raw materials for Uncle Ben’s, Inc., testifying on behalf of
the Rice Millers’ Association; Mr. Robert Josserand, President of
the National Cattlemen’s Association; Mr. Eiler Ravnholt, vice
president and Washington representaiive of the Hawaiian Sugar
Planters Association, on behalf of the U.S. Sugar Cane and Sugar
Beet Growers and Processors; as well as Mr. Steven McCoy, Presi-
dent, North American Export Grain Association.

Mr. Josserand, I understand you have until 1:15.

Mr. JosseraND. I have a fhght.

Senator Baucus. Well, why don’t you proceed first?

Mr. JosseraND. Fine.

Senator Baucus. Each of you, then, will have 5 minutes.

STATEMENT OF ROBERT D. JOSSERAND, PRESIDENT, NATIONAL
CATTLEMEN’S ASSOCIATION, HEREFORD, TX, ACCOMPANIED
BY TOM M. COOK, DIRECTOR, INDUSTRY AFFAIRS

Mr. JosseRaAND. Mr. Chairman, I am Bob Josserand, and I am
here representing the National Cattlemen’s Association. I am a
commercial cattle feeder from Hereford, TX.

I want to say how much we appreciate the opportunity to appear
today. We have prepared written testimony, and with your kind ap-
proval, Mr. Chairman, I would like to submit it for the record and
simply make some additional cemments as a cattleman. And since
you come from a major cattle-producing State, I think you can un-
derstand what I am saying.

As you know, Mr. Chairman, and as the subcommittee knows,
the United States is the world’s largest producer of beef. We are
also the world’s larger importer of beef. And thanks to you, Mr.
t(I)hairman, we are now a major exporter of beef, particularly to

apan.

We are here talking about the export and import business, and I
think from the cattlemen’s standpoint and the beef producers’
standpoint our message is very simple to this committee, and that
is, Mr. Chairman, that we know that our meat import law is on the
table. We also realize that it has been not used in the past 13
years. The last time, Mr. Chairman, that it was used was in 1976.
But we also realize that it has been a criteria to prevent dumping
of various products into this country.

We support what the administration is attempting to do in re-
moving trade barriers around the world. However, we, as beef pro-
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ducers, Mr. Chairman, without having the assurance that we will
always be competing on a level playing field, are very hesitant
about our meat import law being laid on the table.

As I say, we are in support of opening the trade barriers around
the world. I have just returned from the European Community on
behalf of the National Cattlemen’s Association. I have seen first-
hand what ridiculous trade barriers they have erected on beef in
Europe.

We simply are saying to this committee, and to the administra-
tion, we are willing to lay on the table the beef import law as soon
as we are assured that we are competing on a level playing field, a
field in which all of our trading partners are playing by the same
rules. ,

I realize that perhaps the report Senator Daschle was referring
to does not bear this out, but we feel that all of agriculture is so
competitive, that removing trade barriers will profit all of agricul-
ture, and we certainly do not wish to stand in front of preventing
that.

But we do feel like all of agriculture must be operating on a level
playing field around the world.

With that, Senator, I would close, unless you have a question for
me.

Senator Baucus. No, but if I see you get up to leave, I might
quickly ask a very quick question.

Mr. JosseraND. All right.

{’l}he prepared statement of Mr. Josserand appears in the appen-
dix.

Senator Baucus. Thank you very much.

Next is Mr. Wyckoff.

STATEMENT OF REGGIE WYCKOFF, PRESIDENT, NATIONAL
ASSOCIATION OF WHEAT GROWERS, GENOA, CO

Mr. Wyckorr. Thank you, Mr. Chairman.

I am Reggie Wyckoff, president of the National Association of
Wheat Growers. My family and I operate a wheat farm near
Genoa, CO, eastern Colorado.

The NAWG firmly believes that a reform of international agri-
culture trade is needed at this time. We applaud-the efforts of the
U.S. negotiators in Geneva and Washington for formulating such a
comprehensive plan for reform.

Over time, trade-distorting subsidies have resulted in depressed
world wheat prices, burdensome supply situations, and heightened
trade tensions between allied industrial nations and the developing
countries. Clearly, the only way to bring these mechanisms under
control is through strengthened GATT disciplines.

The NAWG supports the long-term objective of the Uruguay
Round that was reached in April of this year; namely, to achieve
substantial progressive reductions in trade-distorting policies. A
staged an simultaneous reduction in all agricultural support mech-
anisms, as outlined in the United States’ most recently tabled
working plan, seems to be an orderly and equitable means by
which to correct and prevent restrictions and distortions that have
skewed world agricultural trade.
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That said, the NAWG recognizes that a great deal is at stake in
the Uruguay Round. Success in the GATT will mean significant
changes in the shape of U.S. agriculture and the price support and
income protections which have been a part of domestic farming for
over half a century.

I will not mislead you, farmers are leery of proposals that prom-
ise radical changes. In particular, farmers are skeptical about the
concept of decoupling, which, as we see it, would mean giving pro-
ducers payments that are not tied to production, set-aside, or con-
servation requirements. There is effectively no support among
farmers for this notion.

The administration's proposals are bold; however, it is impossible
for farmers to know or to judge how these theoretical changes will
affect them, their farming practices, their income, or their future.

Much of what the United States has proposed will prove politi-
cally difficult to put into action, both here in the United States and
abroad.

We understand that every aspect of the October 2 paper is sub-
ject to negotiation. The interests of the U.S. wheat grower, howev-
er, are not subject to negotiation. We will only support multilateral
liberalization of agriculture trade. U.S. wheat producers need to be
assured that their economic stability will not be traded away to
achieve someone else's objectives.

World agriculture trade is at a crossroads, and now is not the
time to let our vigilance lapse by backing down. The United States
has 14 months left to chisel out a workable plan in the GATT to
put substantial progressive reductions on course. In that time, the
u.S. needs to adopt an aggressive export stance by more fully im-
plementing the export enhancement program. The export enhance-
ment program represents a very powerful export trade policy tool.
A strong EEP is the NAWG's best guarantee that other countries
will come to the GATT negotiating table in good faith.

Thank you, Mr. Chairman. I would be glad to answer questions
at the appropriate time.

J ['Iihe prepared statement of Mr. Wyckoff appears in the appen-
ix.
Senator Baucus. Thank you, Mr. Wyckoff.
Next we will have Mr. Caffey.

STATEMENT OF C. RONALD CAFFEY, DIRECTOR. RAW MATERI-
ALS, UNCLE BEN’S. INC., TESTIFYING ON BEHALF OF THE RICE
MILLERS’ ASSOCIATION, HOUSTON, TX

Mr. Carrey. Good afternoon, Mr. Chairman.

My name is Ron Caffey. I am director of raw materials for Uncle.
Ben'’s, Inc., a Houston, TX based rice milling and marketing compa-
ny. I am here in my capacity as chairman of the U.S. Rice Millers’
Association.

I have submitted a full statement for the record, which I would
like at this time to summarize.

The Rice Millers' Association is a trade association for the U.S.
rice milling industry. RMA’s 25 members consist of independent
rice milling companies and farmer-owned cooperatives, with facili-
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ties in eight States. There are also 30 associate members of RMA,
including major U.S. rice exporters.

Mr. Chairman, the U.S. rice industry has a lot at stake in the
Uruguay Round. We commend you for calling this hearing. It is
. very timely as this negotiation begins its final year. It is also very
appropriate coming on the heels of the recent tabling of the U.S.
Government proposal for agriculture.

A successful outcome in GATT negotiation is essential, because
we believe our industry can prosper in an international trading
system characterized by reduced subsidies and increased market
access. We are an export-dependent industry. Over the past 5 years
an average of 54 percent of our production has been exported, at an
average annual value of $700 million.

Sales of our high-quality U.S. rice to a wide-ranging group of
markets such as Europe, the Middle East, Canada, Mexico, and
South America, among others, attest to the demand for our prod-
uct. However, we estimate the United States could export an addi-
tional $1.2 billion of rice per year if barriers in the European Com-
munity, Japan, and South Korea, among others, were removed.

Mr. Chairman, I would like to highlight these barriers for the
committee: _

The EEC, the Community, is currently an important market for
the U.S. rice industry. However, a variable levy and subsidy system
combines to limit U.S. rice exports by $100 to $150 million.

Japan: The Japanese totally ban rice imports. If barriers were re-
moved, the rest of the world would stand to provide 3.4 to 4.8 mil-
lion tons to this 10-million ton market. The United States would
emerge as a major supplier, providing 1.6 to 1.8 million tons. This
would increase U.S. rice exports 60 to 65 percent, with an annual
value of approximately $650 million.

South Korea: The South Koreans also employ an import ban.
Lifting it would increase U.S. rice exports by 750 to 1 million tons
with an annual value of 3350 million.

Mr. Chairman, RMA supports the underlying principles of a
United States in the Uruguay Round to eliminate agricultural
trade-distorting practices and programs. We believe American agri-
culture can compete and win markets, given a level playing field in
international trade.

However, we agree with the philosophy of the statement Secre-
tary Yeutter made on October 24, 198Y. He said at this time, ‘“The
United States will never turn our swords into plowshares without
other countries doing the same. We will only negotiate changes
that have adequate transition periods so farmers will have ample
time to adjust.”

These two principles—the United States will not unilaterally
disarm, and there must be a realistic transition period consistent
with the complexity of the changes contemplated—are crucial to
development of a sound GATT agreement.

But, Mr. Chairman, there is another question that worries us.
That question is: Will a final agreement provide all U.S. industries
a competitive opportunity for economic growth and development
through improved trade? We believe it must. Therefore, we believe
a third basic principle of the Uruguay Round negotiations must be
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no trade offs. One sector must not be traded off for another sector.
One industry must not be traded off for another industry.

RMA is extremely satisfied with the commitment of our negotia-
tors to this principle. On more than one occasion, Secretary Yeut-
ter. Ambassador Carla Hills, Deputy USTR Jules Katz, and other
nepotiators have pledged their support for the no trade-offs princi-
ple

Mr Chairman. as you know, some of our trading partners and
GATT members do not consider this principle appropriate. On Sep-
tember 18, 1989, the Japanese Minister of Agriculture indicated
Japan's GATT proposal will advocate a policy for ‘“‘complete self-
~ufficieney in rice.”” RMA does not believe this position gives Japan
the ability to claim they are being cooperative in the GATT. 1t is
not consistent with the U.S. objective of putting all programs on
the negotiating table. Furthermore, it is not consistent with the
GATT mid-term agreement for the Round to negotiate ‘‘substantial
progressive reductions in agricultural support and protection . . .
resulting in correcting and preventing restrictions and distortions
in world agricultural markets.”

The South Korean officials recently indicated their rice market
would remain closed indefinitely.

Senator Bauvcus. 1 am going to Liave to ask you to summarize, as
best vou can.

Mr. Carrey. That is fine.

To summarize, we hope member countries of the GATT are able
to develop an agreement consistent with the U.S. proposal by De-
cember 1990. However, as the Round begins its final and most im-
poriant vear. all GATT member countries must know that the U.S.
Congress is closely watching the progress of the negotiations.

Thank vou. sir.

Senatox Bauvcus. Thank you, Mr. Caffey.

[The prepared statement of Mr. Caffey appears in the appendlx]

Senator Bavcus. Mr. Ravnholt?

STATEMENT OF EILER €. RAVNHOLT., VICE PRESIDENT AND
WASHINGTON REPRESENTATIVE, HAWAIIAN SUGAR PLANTERS
ASSOCIATION, TESTIFYING ON BEHALF OF THE U.S. SUGAR
CANE GROWERS AND PROCESSORS, AND THE U.S. SUGAR BEET
GROWERS AND PROCESSORS, WASHINGTON, DC

Mr. RavNHoOLT. Good morning.

Mr. Chairman, my name is Eiler Ravnholt. I am vice president of
the Hawaiian Sugar Planters Association, and I am pleased to have
this opportunity to appear before you on behalf of the U.S. sugar
cane and sugar beet industries.

As average-cost world sugar producers, and as producers receiv-
ing an average price for the product of our farms and mills, we be-
lieve that in a world of total free trade we should do all right. This
belief is based on a number of studies, the most recent on the 1986-
1987 crop, which shows that the United States is seventh lowest
among 31 beet-producing countries in costs, and 33rd lowest out of
61 raw cane sugar producers around the world.

A lot of the world sugar producers would therefore be forced out,
before we are, in a competitive market; and, while some lower-cost
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producers may expand, that expansion will come at a somewhat
higher cost than their current production. Average prices should,
therefore, improve under a total free trade scenario, and certainly
the price on the world market, which would then truly be a world
market, would be much higher than it has been in recent years.

It was that knowledge and that faith which encouraged us to
give our support to the concept of world-wide free trade in agricul-
ture.

Why, then, are we worried? There are a number of reasons, and
those concerns have been heightened by some of the economic anal-
ysis we have seen lately, as well as by the details of the administra-
tion’s proposal tabled in Geneva last week. We are concerned that
we may not survive the process which the administration has in
mind. A new GATT agreement to get rid of trade-distorting agricul-
tural programs, as called for in the administration’s proposal, will
force the reassessment of our own agricultural support programs
and a likely drop in the total level of support for American agricul-
ture.

Currently, farm income is supported through the market and/or
with direct payments from the Government to our farmers. Sugar
is one of those commodities which has its support totally through
the market, with a requirement that the President use all the au-
thorities at his command to assure that the market price remains
preferable to forfeiture to the Government of any sugar placed
under loan to the Commodity Credit Corporation. Since enactment
of the 1985 Food Security Act, it has been so administered.

Senator Daschle referred to a couple of studies by the Depart-
ment of Agriculture. The results of those studies also concern us
greatly. He did not mention what the result was for sugar accord-
ing to that study, which forecast a 69-percent reduction in the unit
return on sugar to U.S. producers and a 42-percent reduction in the
quantity produced. For all of American agriculture it showed a 13-
percent drop in producer prices and a 1 percent drop in total
output.

If you have taken a look at a copy of that study, or the table
which I included in my testimony, you will find that the United
States is not the biggest loser among farmers in the world; Canadi-
an, EC, Western European, and Japanese farmers would also lose.
This study further shows that American sugar producers would
lose $900 million a year, and sugar imports would increase by 3.4
million metric tons. That is a very significant cause for concern,
with a study that came out of the Trade Analysis Division of ERS
in USDA this August.

Also disturbing to sugar producers is the fact that the two big-
gest importers of sugar in the world, the Soviet Union and China,
are not parties to these negotiations and would not be bound by the
subsidy or import restraint disciplines that would bind the devel-
oped-economy members of the GATT if our proposal is adopted.
Those two countries are currently responsible for 30 percent of the
world sugar imports. Both are in the process of reforming their ag-
riculture.

China has recently announced planned major increases in com-
modity prices to spur production. Soviet agriculture is the focus of
reform. If Soviet sugar yields were to improve just to half of what
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the EC yields are, they would be self-sufficient. Current Soviet
yields are only 41 percent of the U.S. average for beet sugar.

A noted French sugar analyst noted last week in a conference in
London that the Soviet Union has the ability to become self-suffi-
cient in sugar and even to become a net exporter, and predicted a
major drop in Soviet imports.

Our concern about their exclusion from GATT is heightened by
an earlier experience: In 1977, the United States was a participant
in the International Sugar Agreement. Ambassador Katz was very
instrumental in the negotiation of that agreement. It included all
of the world’s major sugar exporting and importing countries at
that time, including the Soviet Union. That agreement sought to
stabilize prices and supply. The EC was not a member, and we
thought that didn't really matter too much because at that time
they were neither a major exporter nor major importer; they were
just self-sufficient in sugar. But by 1983, they had become the
world’s biggest exporter on that world market and had grabbed
one-fourth of it.

I see my time has run out. I would only close by saying that we
do have very real concerns, not only with the handicaps which I
mentioned here but also with the special considerations that the
administration’s proposal suggests for the developing economies for
those exports in which developing countries have a particular in-
terest the administration would accelerate the removal of any
import barriers for those commodities. This, obviously, is a threat
to sugar, because many of the developing countries are sugar ex-
porters. And Mr. Chairman, I very much appreciate the points you
made in your introductory remarks on that.

Senator Baucus. Thank you, Mr. Ravnholt.
d.['Iihe prepared statement of Mr. Ravnholt appears in the appen-

ix.

Senator Baucus. Before I turn to you, Mr. McCoy, Mr. Josserand,
how much time do you have?

Mr. JosseraND. Senator, I probably need to go. Mr. Cook can
remain here and answer any questions.

Senator Baucus. All right. Let me ask you just one question,
then we will turn to Mr. McCoy.

What is your view of how the administration is handling the
Meat Import Act as it tries to tarify all non-tariff barriers. That is,
what comments do you have on that?

Mr. JosseraND. One of the questions that we listed in our testi-
mony to this committee is our concern that there is no reasonable
way to handle tarification of the Meat Import Law. Having been
used only in 1976, and having been used more as a detriment to
talking to the importing countries, we, quite frankly, have not
come up with a solution to that problem.

Senator Baucus. So you are advising the administration to do
what with respect to tarification of the Meat Import Act?

Mr. JosseRaAND. We don’t know, Senator. We do not have a solu-
tion to that.

Senator Baucus. All right. Well, obviously that is because it is a
problem.

Mr. JosseranD. Yes, it is. And there is on clear-cut way to ap-
proach it that we could figure.



27

Senator Baucus. Thank you very much for helping out.
Mr. JosseraND. Thank you, Senator Baucus:
Senator Baucus. Mr. McCoy, you are next.

STATEMENT OF STEVEN A. McCOY, PRESIDENT, NORTH
AMERICAN EXPORT GRAIN ASSOCIATION, WASHINGTON, DC

Mr. McCoy. Thank you, Mr. Chairman. It is a pleasure to appear
before the committee today.

I appear as a witness for the North American Export Grain Asso-
ciation, which is a national organization of U.S. grain and oil seeds
exporting companies and cooperatives.

We are pleased to come here today to indicate our strong support
for the administration’s current MTN negotiating position an-
nounced October 25, and also indicate our confidence in the negoti-
ating team representing the U.S. agricultural interests in the
GATT.

The current U.S. agricultural negotiating position in the MTN is
just and fair. It deserves the strong support of the U.S. agricultural
community. It alone, among proposals presently before the MTN,
provides the best opportunity to achieve significant U.S. benefits
an%maximize global economic welfare in international agricultural
trade.

We are aware that the U.S. proposal has been roundly criticized
by the EC and Japanese trade officials as extreme and as inconsist-
ent with previous understandings arrived at in earlier rounds of
negotiations. We are further aware that internal farm support pro-
visions of the proposal have excited initial controversy among
groups concerned about the dismantling of government programs
and protections designed to maintain income security in the agri-
cultural sector. -

We are not insensitive to such concerns. We recognize the need
to maintain income for American farm producers. In our view,
such income can and should be provided by the market, without
resort to production and trade distorting programs and mecha-
nisms. However, we understand concerns that arise in the;context
of the need for change, any change, in the global agricultural
status quo.

We are less sympathetic about EC and Japanese government re-
action to the current U.S. negotiating position.

We do not agree that the current U.S. position reneges on the
previous agreement on agriculture arrived at in Geneva in April.
Until recently, matters under discussion at the MTN have tended
toward the philosophical rather than the practical. With the
advent of the U.S. proposal, the agenda seeking practical solutions
has been advanced. We look forward to a further development of
EC and Japanese proposals to be presented later this year. In the
meantime, however, the U.S. proposal should not, in our view, be
prejudged absent similar specific remedies which may, or may not,
be proposed by our trade competitors.

It is vital that we in the United States maintain a unity of pur-
pose favoring international trade reform. We should not commit to
“unilateral disarmament” in the face of continued foreign protec-
tionist or predatory trade policies. On the other hand, neither
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should we shirk from exercising our own responsibility to make
changes in U.S. policies consistent with improving the overall
global trade picture.

The current U.S. proposal is a well-crafted package, providing a
basis for substantial progressive reductions in production- and
tt';rade-distorting government interventions along a reasonable time
rame.

Safeguards for producers and domestic industries in the plan, in-
cluding snap-back and tariff-quota provisions of the import tarifica-
tion scheme and so-called “permitted”’ or ‘‘green light” internal
policies should be more than adequate to provide necessary protec-
tion to U.S. producers in the transition to a more open and com-
petitive world market.

The U.S. proposal also calls for the 5-year phasing out of export
subsidies. This, too, is both workable and necessary.

Export subsidies represent the height of folly of today’s global ag-
ricultural system. This is particularly so in light of longstanding
U.S. policies, and more recent EC efforts, to curb agricultural pro-
duction. Elimination of export subsidies must be a principal priori-
ty of MTN concluded in 19980. In the meantime, the administra-
tion has indicated that it will want to maintain adequate resources
in the export enhancement program.

I will not dwell at length on the need for reform of the current
international agricultural system. The need for reform of the
system is both obvious and self-evident.

The United States has little to fear from efforts to reform the
international agricultural market place. Only the United States
possesses the massive production and marketing system capable of
fully satisfying growing world demand.

Resource adjustments will, of course, be necessary in the United
States, as they will be necessary in other countries. However, these
adjustments need not come at the expense of U.S. agricultural pro-
ducers. Overall opportunities for U.S. agriculture will escalate, not
contract, under the terms of the U.S. proposal. Exports will grow.
The U.S. agricultural economy will be placed on a sounder, more
sustainable economic footing. No current alternative to the U.S.
proposal, including continuation of the status quo, offers any great-
er hope of progress.

I have discussed in this testimony the benefits to be derived from
adoption of the U.S. proposal. Let me turn, in closing, to the risks
to trade likely, even guaranteed, should the current round of MTN
talks fail to yield significant reform.

Recent years of trade conflict and worldwide unfair trade compe-
tition have seen an undermining of faith in the GATT process.
There is real danger that the process may be impaired beyond
remedy should United States and foreign negotiations fail to
achieve meaningful reform in the current round of multilateral
trade negotiations.

We live in an independent global economic and political environ-
ment. The decisions we make today affecting our own economy
have significant ramifications for the economies of other countries,
developed and developing alike. We are no longer immune from
the need to maintain consistency and rules of fair play in interna-
tional trade.
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The U.S. proposal on the MTN is a blueprint for future U.S. and
global economic opportunity. Whether adopted in part or in full, it
promises to play a role in forging a new era in international trade.
Congress and the committee must work with the administration to
ensure that the result of the current round of negotiations is U.S.
agricultural trade growth. We, of course, stand ready to do our part
in the private sector in support of your considerable efforts.

Thank you.

[The prepared statement of Mr. McCoy appears in the appendix.]

Senator BAucus. Thank you, Mr. McCoy.

You have already touched on some of the points I am going to
make, but I would like to just go down the table and ask each of
you representing your industries several questions. In the interest
of time, I urge you to be right to the point, almost cryptic, so we
get a sense of where each of the various commodity groups are.

The first question: You have already mentioned this to some
degree, Mr. Ravnholt; but how would American beet producers do
if all subsidies worldwide were eliminated, if all agricultural pro-
tections worldwide were eliminated?

Mr. RavNHOLT. Senator, as you know, your beet farmers in Mon-
tana are very gocd farmers, very efficient farmers. If they are sev-
enth lowest amorng 31 beet-producing countries in the world, they
should do very well if other countries abolish all of theirs. I don't
think that is something which is likely to happen as a result of this
Uruguay Round. In fact, the administration’s proposal says we are
going to permit special subsidies to continue in the so-called ‘“‘devel-
oping countries.”

Senator Baucus. That is the next question I was going to ask. If
most producers, like, say, Montana beet producers, could do okay,
assuming all subsidies, worldwide, are eliminated, the next ques-
tion is whether you support the administration’s proposal. Basical-
ly you are saying you are concerned about developing countries’ ex-
ceptions, but what else?

Mr. RavNHOLT. We are also concerned about the tarification pro-
posal. We think the idea of tariff rate quotas would, shall we say,
certainly require a major change in the kind of support program
that we now have. It would dump costs for the stability that we
need in our sugar program onto the government, because what you
have with the tariff rate quota is a tariff based, they are suggest-
ing, on the difference between the U.S. price and the world price
for the years 1986 through 1988. This wc-ild result in a tariff of
about 13 cents a pound on sugar. That would be sufficient to make
uneconomic any imports into the United States above the low-rate
or no-rate quota that they would let in.

However, they then suggest that, as we reduce that prohibitive
level over time, there would be any snap-back when the imports
exceed 20 pe.cent above what they were the previous year. Well,
you get in 20 percent more sugar, and you have brought the price
down below the support level, and you then have the sugar that is
under loan to the government forfeited to the government at tax-
payer expense, and I think that would be a very real problem for
us.

Senator Baucus. Again, so I better understand, what changes
would you make in the administration’s proposal? One is to not

28-819 0 - 90 - 2
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give the exemption to developing nations, but what else would you
include in the administration’s proposal, from the beet producers’
point of view, Mr. Ravnholt?

Mr. RavNHoLT. I would say that the tariffication bothers us
greatly, also, as well as the provision for developing countries.

Senator Baucus. Would you eliminate the tariffication, or what
would you do?

Mr. RavNHoLT. We think that the current quota system works
very well, and certainly I think that the tariff rate quota system
that they are suggesting would have to be modified so that we
would still be able to use imports to fill the residual needs of the
U.S. market.

We cannot determine from 1 year to the next how much sugar
we are going to need to provide price stability in our market. That
may vary by as much as 5 percent in terms of domestic production.

Senator Baucus. Again, so I further understand, are you saying
that even if all subsidies were eliminated worldwide, you would
still need some residual provision?

Mr. RavNHoLT. No, that is not what I was saying.

Senator Baucus. All right.

Mr. RavNHoLt. I was addressing myself specifically to the admin-
istration’s proposal and the means by which they seek to get to
that state.

Senator Baucus. I see. Thank you.

Mr. Cook, from the cattle-producers point of view, can you com-
pete if all of the subsidies—agriculture protections, in your indus-
try—worldwide, across the board, are eliminated?

Mr. Cook. Yes, we can, with what we produce. We are unique in
this country with our grain-fed beef, and we are competitive in the
world markets for grain-fed beef.

So I believe, from most of the studies and reports that have been
done on the U.S. proposal, that the livestock industry, and particu-
larly beef, would be one of the real beneficiaries, providing that the
goals and objectives of the administration are carried out.

Of course, there are some provisos there, as the administration
has made very clear, that other countries have to meet the same
commitments and make the same concessions that we might.

So, if all things turn out the way we ideally would like to see
happen, the U.S. beef industry would be a beneficiary. and we
\gfoufld be very ccmpetitive in the world market with our grain-fed
eef.

Senator Baucus. Mr. McCoy?

Mr. McCoy. Well, from the perspective of the grain exporters, I
think we have no doubt in our minds about the competitive poten-
tial for the United States that would be involved in a much more
global market place.

Frankly, we are concerned that inflexibilities in international
trade currently are creating the difficulties that we encounter. We
are the only nation that has this tremendous agricultural produc-
tive capability, that has the level of expertise and knowledge of our
producers, that has a monumental marketing system. The Missis-
sippi River and the Coasts were made for the export business in
this country, and for-agriculture. And frankly, we believe that the
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elimination of import barriers and export barriers would be a tre-
mendous boon.

Senator Baucus. But as it stands, does your group support the
administration’s proposal?

Mr. McCoy. That is correct.

Senator Baucus. As it stands, right now, do you support it?

Mr. McCoy. That is correct.

Senator Baucus. All right.

Mr. Wyckoff, can you compete with grain growers worldwide? Do
you agree with the proposal as it is? If not, how would you modify
it?

Mr. Wyckorr. Well, I don't have any suggestions of how to
change the proposal at this time. I think that they need to main-
tain a very strong position until all of the other papers come in.

As far as competing in the world with wheat production, I think
we will have areas within the United States that might have some
trouble; but I think the majority of the industry is going to survive
and probably prosper some.

But if the study that Senator Daschle quoted is correct, a 44-per-
cent reduction in the price, it might be pretty tough for us to exist,
at the cost of production levels; but if we can find somebody who
can produce it for $2.76 a bushel—at today’s prices, that is what a
44-percent reduction in price would be—I think we can do that. But
not all areas of production today can do that.

Senator Baucus. If you don’t know yet how to change the admin-
istration’s proposal, what advice are you giving to the administra-
tion?

Mr. Wyckorr. Well, as I said in my testimony, we are not in
favor of decoupling. So there have to be some supports in there re-
lated to production, or some form as to what we currently have for
internal domestic subsidies.

If we can eliminate all of the export subsidies that go on across
the world, well, then, we are ready to do that right now. We
haven’t done much of that here in the United States.

Senator Baucus. All right.

Mr. Caffey, how about the rice millers?

Mr. Carrey. Well, the first thing I want to say is that I am talk-
ing for the industry; I am not talking for the farmers, because it is
very difficult for me to do that, other than that I count on them a
whole lot.

Taking it in the context of how it has been presented to us, that
no unilateral agreements, no single agreements, that we give, they
don’t give approach, if it is a unilateral agreement that we feel like
we are very competitive in the world with rice production and
prices, we are ready to support that, assuming that those countries
I mentioned in my summary of our position would be followed, and
they would follow our agreement to open their markets.

Senator Baucus. All right.

Now, you heard Ambassador Katz and Secretary O’Mara speak.
Did either of them say anything that prompts a response from any
of you? Here is your chance.

Mr. Cook. The only response for the record is that the Meat
Import Law quotas have been invoked once, for the fourth quarter
of 1976. So they have got a bigger problem on their hands in tarifi-
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cation, and they look at that from the standpoint of how that law
has been handled.

Senator Baucus. Did anybody else say something so outrageous
it deserves a response? If not outrageous, at least that deserves a
response? ‘

Mr. RavnHoLT. Well let us say that 1 have serious problems with
the forecasts which are coming out, of ‘‘a major gain of $10 billion”
or something “for American agriculture,” in view of the other stud-
ies that have come out.

[ also see absolutely no way in which, under our political system
and with the budgetary constraints which we are now operating
under, that we can somehow transfer the benefits which may flow
through to other segments of the economy into supporting the
rural segments of our society in a manner which would be accepta-
ble to them as well as to the American taxpayer and the Govern-
ment or to this Congress.

Senator Baucus. Well, I thank you all very much for taking the
time. I apologize, also, for extending this over the noon hour. We
are dealing with Judge Nixon’s impeachment trial in the Senate,
and it took longer than I expected. But again, thank you for taking
the time, and I apologize for the inconvenience._

The hearing is adjourned.

[Whereupon, at 1:22 p.m., the hearing was concluded.]



APPENDIX

ALPHABETICAL LISTING AND MATERIAL SUBMITTED

PREPARED STATEMENT OF SENATOR MAX Baucus

I strongly support the underlying principle of the U.S. proposal to eliminate agri-
cultural trade barriers worldwide.

In most years, the U.S. is the world's number one agricultural exporter. Last
year, the U.S. exported about 75% of its wheat crop and 409 of its soybean crop as
well as significant quantities of rice, beef, corn, and many other commodities. In my
state, more than 85% of the wheat crop normally goes for export as does a growing
percentage of beef production. Nationally, more than one out of every three culti-
vated acres raises crops for export.

If other nations, like the EC, Japan, and Korea, were to eliminate their trade bar-
riers, U.S. agricultural exports could skyrocket. For instance, the 1989 National
Trade Estimate stated that elimination of European agricultural trade barriers
would result in a $7 billion improvement in the U.S. trade balance.

On a level playing field, American farmers would prosper. That is why Senator
Boren and I recently introduced S. 1746. This legislation would require the Adminis-
tration to use Section 301 and various agricultural export programs to protect the
interests of American farmers if the GATT talks break down. It is intended to send
a strong message to our trading partners that the U.S. is serious about agricultural
trade, and to strengthen the hands of our negotiators.

That said, I do have some concerns about the Administration’s most recent negoti-
ating proposal From the perspective of my constituents, this is the most difficult
trade negotiation the U.S. has ever engaged in. A good agreement could be a bonan-
za for American farmers, but a bad agreement could be an economic disaster.

Literally every word of an agreement is potentially critical. If the Administration
is to conclude an agreement that Congress can support, consultations with Congress
must be an integral part of these negotiation. Too often, consultations have been a
matter of sending the Congress a press release an hour before it is released. This is
certainly not what the Congress has in mind when we write consultation require-
ments into U.S. trade law.

The situation has improved recently. Ambassador Hills deserves praise for
making an extra effort to consult with Congress and take our advice on contentious
issues. But in regard to the