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INTRODUCTION

i The Committee on Commodity Problems (CCP) held its Thirty-Fifth Session from
25 April to 15 May 1962, with an adjournment betwsen 7 and 14 May for its Joint
Sesaion with the United Natione Commission on International Commodity Trade (c1CT).
The Thirty~-Fifth Session of CCP was attended by the representatives of 23 member
countries of the Committee, 22 observer countries and 10 international organizations.

2, Mr. V. Andersen (Denmark) was re-elected Chairman. Mr. 0.A. Dias Carmeiro
(Brazil) and Mr. C. Anet Bilé (Ivory Coast) were elected First and Second Vice-
Chairman respectively. The Committee's work during its session wae alded by a
General Drafting Group under the Chairmanship of Mr. C.P. Pennison (United Kingdom),

by a Working Group on Dooumentation under the Chairmanship of Mr. G.H, Janton (France),
and by a Rapporteur on the world agricultural commodity situation {(Mr. A.C.B. Maiden,
Australia). The Report of the Consultative Sub-Commititee on Surplus Disposal was
presented to the Committee by Mr. A.W. Broadbent (New Zealand) on behalf of Mr. A.R.
Callaghan (Australia), the Chairman of the Sub-Committee. The Report of the

Consul tative Sub-Commitiee on the Economic Aspects of Rice was presented by Mr. A
Pierre-Duplaix {France), one of the Vice-Chairmen of the Sub-Committee. The Committee
also heard statements by the Executive Director of the International Sugar Counecil

(Mr. R.B, Stedman) and by Mr. G.H. Janton {France) reporting on a personal basis on

the activities of the International Olive 0il Council,

Agenda and Organization of Work

3. The Committee adopied the Provisional Agenda for its Thirty-Fifth Session
{dooument CCP 62/1)., The orientation of the Committee's work is reflected in the
arrangement of this report.

Anmual FAO Commoditj Review and Special Supplement

4. The Committee had before it the second issue of the annual FAQ Commodity Review
(CCP 62/4) and its Special Supplement (CCP 62/5) - Agricultural Commodities — Pro—
jections for 1970. As in the previous year, the Review provided an up-to—date and

dotailed survey of the world agriculiural commodity situation and outloock. The
Special Supplement was a document covering the longer-~term outloock for agriculiural
commodity markets and food supplies, and was prepared primarily for the Joint Session
of the CICT and the CCP. It was, however, put before the Committes because of its
intrineic importance and its close relationship to the annual Review.

5. The Committee took note of Conference Resolution No. 5/61 on Agricultural Trade
Policies and Commodity Trade Problems, which states, inter alia, that the Conference

"Welcomes the publication of the FAQ Commodity Review
and the intention to make it a basic annual doocument
for use by other UN bodies and other UN agenciesj”

In this oconnection, the Committes noted that both the Review and its Supplement would
also form part of the basioc documentation for the FAO Regional Conferences (since the
ground they covered and the problems they raised were generally of interest to all
regions) and that they would also be made full use of by the appropriate United Nations
organs. The two doocuments were alsc being issued as sales publications.

Joint Session of CICT and CCP

6. The Joint Session of the UN Commission on International Commodity Trade and the
Committee on Commodity Problems was held at Rome between 7 and 14 May. Its Report is
included in the present document.



PART ONE
GENERAL COMMODITY QUESTIONS

I. WORLD AGRICULTURAL COMMODITY SITUATICN AWND OUTLOOX

1[5 The Committee reviewed the major developments in the world sgricultural
commodity situation and outlook on the basia of information supplied in the FAQ
Commodity Review 1962 (CCP 62/4) and in a series of introductory keynote statements
by delegates.

1. Recent Developmentas and Short-Term Outlook

8. In 1961, world output of a number of major agricultural commodities rose above
that of the previous year and several new records were established. However, there
were reductions in some important food and feed crops, including wheat, rice, coarae
grains, sugar and coffee.

9. Trade in most commodities rose above that of the previocus year under the
influence of a high level of eoonomic activity in the main importing countries,
increased demand from the Sino-Soviet area and continued large salea on special
terma. Prices, however, were generally lower than in the previous year, with those
of food products showing the largest declines. At the end of 1961, gquotations for
some oommodities, including sugar and fats and oils, were at the lowest level simnce
the war, and cocoa and coffee prices had been cut to one-third and one~half, respec—
tively, of their 1954 peaks. Many other prices, including those of butter, rubber,
cotton and woel, while not at their lowest ebb, were nevertheless below those of
most other recent years.

10. These price declines for agricultural products again contrasted with the
upward tendency in prices of mamafactured products entering internationsl trade.
Thus, not only did the primary producing countries have to export more to maintain
the same level of foreign exchange earnings, but they had to dispose of larger
quantities again in order fto maintain the same volume of imports of manufactures.

11. The Committee agreed thail there were no developments in prospect likely to
change this situation significantly in the immediate future. Under favorable
seasonal conditions, production of most agrioultural commodities was likely to expand
further in 1962. Tropical tree crops, such as rubber, coffee and cocoa, would
continue to show the influence of replanting schemes, the coming into bearing of
extensive new areas planted during the 'fifties, and improved cultural practices.

In the majority of temperate couniries, animal numbers were at record or near-record
levels, and thia was expected to be reflected in higher production of meat, dairy
products and wool. However, further reductioms in United States grain prodnction
appeared certain, and world production of vegetable fibers (cotton, jute and hard
fibers) might show little change.

12. Most agricultural commodities were likely to experience a continuing strong
demand in the immediate future, but the supply position and, for some commodities,
competition from synthetics seemed to rule out any significant general advance in
prices. The trade in wheat in 1962/63 might decline slightly from the record level
of the current season, and supplies of rice for export in 1962 were much the same as
in 1961. Exporters of meat and dairy products were likely to encounter continuing
marketing difficulties, world trade ir both cases being restrained by the high level
of domestic production in the main consuming areas and the inability to develop any
important new outlets. ’



2. The Longer-Term Cutlook

13. The longer-term outlook was considered in more detail by the Joint Session of
CICT and CCP in its review of the study on projections for agricultural commoditlies
to 1970 prepared by the Secretariat. The main features are summarized in the
following four paragraphs.

14. In the longer-term, the market situation for most agricultural commodities
appeared likely to be characterized by a general tendency towards surpluses, unless
measures were taken either on the demand or the supply side to alter current trends.

15. Consumption of most staple foodstuffs was unlikely to grow as rapidly as
production in high-income countries, while on the other hand food production in
most low-income countries might not grow sufficiently fast to meet domestic needs.
Apart from other measures to increase consumpbion, there would continue to be zcope
for food-aid programs, particularly for some of the temperate-zone commodities,
notably grains, of which export availabilities in high-income areas were likely to
continue to exceed commercial requirements.

16. For tropical export commodities, the chief problem was that of maintaining

or raiaing export exchange earnings, particularly for those developing countries

whose economies were largely dependent on such exports, and especially as prospects
for the rate of increase in congumpiion of these products in the high-income countries
were rather conjectural. For agricultural raw materials, the existence and further
development of eynthetic substitutes, as well as other technical factors, implied

that sitrong competition would be met with in most areas of wutilization.

17. In general, on optimistic assumptions about the rates of growth of national
income in the economically developed countries, which constifute the principal
markets for agricultural exports, demand might expand sufficiently tc absorb the
1likely supply (with the exception of those commodities such as grains, milk and
coffee already in surplus). At the same time, the absorption of larger quantities
by the world market would not necessarily imply a commensurate inerease in export
sarnings in real terms, because of the possible adverse movements of relative prices.
On less optimistic assumptions about income growth, considerable additional surplus
problems could arise, while, in the low-income countries, food supplies would ocon-
tinue to lag seriously behind reguirements.

3. BSalient Featuxes

18. The Commititee found that the salient features and problems of the world
agricultural commodity situation remained largely unchanged from previous years,
although it noted some change in its emphasis on particular points. It agreed
that these salient features were:

{a} the continuing upward trend in agricultural commodity production,
and the persistent disequilibria of supply and demand for many
commodities resulting in large or emergent surpluses of food
alongside low levels of nutrition in many paris of the world;

{v) the persistent downward trend in prices of agricultural com—
modities, an upwaxrd movement in prices of manufactures and
the consegquent continuing deterioration in the terms of trade
of agricultural exporting countries;

(¢} the increasing competition from synthetics;



(d) the continuing trend towards regional arrangements for economic
integration and the need for closer coordination of national
agricultural pelicies.

These features are covered in more detail in the following paragraphs.

{(a) The Contimnuing Upward Trend in Production and the Persistent Disequilibria
in Supply and Demand for Certain Commodities

19. Korld agricultural production in 1961/62, or calendar year 1961, was charac-
terized by a high level of output of most important commodities. In the majority
of cases, production rose above that of the previous year, and in a few inatances
{meat, rubber, wool and probably cocoa) new records were established. However,
production of mome important food and feed corops (wheat, rice, coarse grains, sugar
and coffee) was lower than in 1960/61.

20. Some of the more important changes in agricultural production in 1961/62
reflected the influence of seasonal conditions. However, in most cases more basic
factors were also operative and some movements may be explained almost entirely in
terms of changes in government policies or other developments of longer-term signifi-
cance. Government policies in some important exporting countries are directed
towards the reduction of surpluses, while technological factors generally operate
to raise production further. The reduction in world coarse grain production, for
example, reflected the influence of the United States Emergency Feedgrain Program
and the lower sugar ouiput was caused mainly by reductions in HWestern European beet
acreages following the record harvests of the previous year and a sharp fall in
Cuban production.

21. Stocks of a number of major commodities at the begimning of 1961/62 were
higher than those of the previocus year. Vheat stocks in the four main exporting
countries taken together were virtually unchanged for the second successive year.
Significant increases occurred in opening stocks of coarse grains, coffee, sugar,
butter and soybean oil. However, stocks of soybeans, jute, wool and some other
commodities were lower.

22. The volume of trade in most commodities in 1961 advanced compared with the
previous year. World wheat exports in 1961/62 are expected to exceed the record
established in 1960/61, following reduced harvests in Western Burope, still higher
shipments to China, and continued large concessional sales. Trade in most commodit-
ies increased as a Tesult of lower prices, higher purchases by the Sino-Soviet area
and other factors.

23. The Committee noted that the stock position for some commodities is likely to
show some improvenent in the immediate future. ¥heat gtocks, in particular, will
be reduced at the opening of the 1962/63 season, and further declines are possible
in 1963, Coarse grain stocks in the United States will be reduced for the first
time since 1952, On the other hand, stooks of coffee will remain much the =zame as
twelve months previously, despite the action taken by the Brazilian authorities in
destroying low-grade holdings, and stocks of soybeans will increase substantially.

24. The Committee felt that it was now possible for the first time in many years
to visualize wheat supplies achieving a closer relaticnship with demand. In this
commection, much will depend upon the outcome of the 1962 Canadian harvest, the
success of the new United States wheat production policy and future sales to China.
However, it was noted that this year's United States carryover will still be equival-~
ent to about two years' exports at the high rate achieved in 1960/61.



{b) Downward Trend in Prices of Agricultural Commodities, Upward Movement in Prices
of Manufactures ong contirming Deterioration in the Terms of Trade of Agricul-

tural Exporting Couniries

25. Throughout 1961, prices of agricultural commodities gemerally continued to
drift downwards, although the reduction was smaller than in 1960. Tood prices,
which fell less rTapidly than those of other items in 1960, showed the largest
decline. Prices of the non~food group tended to strengthen in the middle of the
year, bui there was a sharp relapse in the final quarter, when prices for both
groups combined were gbout 5 percent lower than in the final guarter of 1960. On
the other hand, prices of manufaciured goods entering international trade rose
slightly. Thus the terms of trade of agricultural exporting countries showed a
further deterioration. Sorme couniries were able to maintain, or even increase,
their exchange earnings by expanding the volume of their exports, but others suffered
a reduction in export income. At the same time, it was noted that, for some
commodities, prices for the higher grades and qualities showed less fluctuation.

26. The Committee noted that there appears to be a2 growing recognition that the
exchange earnings of the underdeveloped countries are not growing at a rate commen~
surate with their requirements and that relatively smell price declines on infer-
national commodity markets can more than counterbalance the favorable effects of
aid programs. In this connection, the Committee reiterated its concern at the
obetacles to the expansion and stability of international trade caused by the dis-
harmony of national policies both in the production and trade fields.

27. Some delegations stressed particularly their concern at the continued dis-
parity between world market prices and support prices in most industrialized countries.
They urged that attempts should be made to find worlé-wide solutions to this problem
on a commodity-ty-commodity basis. It was noted that some steps have been taken

in this direction within the framework of GATT, where a special meeting has been

held to examine the problems of cereals.

{¢) Increasing Competition from Synthetics

28. The Committee expressed its concern at the increasing competition which
certein agricultural products, namely rubber and animal and vegetable fibers, were
experiencing from synthetic materials. It noted in this connection that consurmption
of natural rubber increased by less than 2 percent in 1961, while that of synthetic
rose by nearly & percent; and that consumption of synthetic in 1962 is expected to
exceed natural rubber consumption for the first time.

{d) Regional Arrangements for Economic Integration

29, The Committee was informed about recent developments in the European Economic
Community, including the provisions of the common agricultural policy, announced

early in 1962, Its fuller discussion of this subject and the possible effects of

the accession of other couniries 1o the Community is set out in parasz. 47 4o 56 bolow.

II. FOOD ATD AND SURPLUS UTILIZATION

1.  HWorld Food Program

30. The Committee noted with satigfaction that the FA0 Council and the Economic
and Social Council had approved the recommendations of the UN/FAO Intergovernmental
Committee on the World Food Program for arrangements and procedures for the opera—
tiones of the World Food Program, the establishment of whioh had been approved at
the Eleventh Session of the FAO Conference and the Sixteenth Session of the General
Assenmbly. The Committee expressed the hope that the successful completion of the



Pledging Conference, at which contributions to the Program, in cash, commodities,
and services, would be announced, would open the way for the implementation of the
Program with a fund of approximately $100 million, as set by the FAQ Conference
and the UN General Assembly, and that a large number of countries would find it
possible to participate in this new venture.

31, The Committee noted that the Intergovernmental Commitiee in its report had
agreed that, in the administration of the World Food Program, the CCP Consultative
Sub—-Conmi ttee on Surplus Disposal should be kept informed of projects and policies
to ensure that the activities of the Program, insofar as they involved the utiliza-
tion of surpluses as food aid, were carried out in compliance with the Principles
of Surplus Disposal recommended by FAO, The Committee considered that the various
agpects of the Sub—-Committee'a work on food aid and surplus utilization under its
established terms of reference would blend in well with, and complement, the more
specific and operative functions of the multilateral World Food Program.

2. In general, the CCP, in its world-wide review and interpretation of guestions
of food aid and surplue utilization, whether carried out under bilateral or multi-
lateral auspices, would take account of the activities of the World Food Program.
Special attention would also be given to the requirements of the World Food Program
in the continuation of the Committee's wider studies of experiences to date in the
field of surplus utilization (see paragraphs 40 to 42 below), and related matters
felling within the Committee's responsibilities.

33, In taking note of document CCP 62/12 ~ An Information Note on Food Aid and
Surplus Utilization — the Committee asked to be supplied regularly, for its future
gessions, with similar statements summarizing relevant activities in these fields.

2. Twelfth Report of the CCP Consultative Sub-Committee on Surplus Disposal

34. The Committee Treceived the Twelfth Report of the CCP Consultative Sub-Committee
on Surplus Disposal (CCP 62/7) and expressed appreciation for the work of the Sub-
Committea. Its consultative machinery continued to work well, and the lack of
contentious issues in its Twelfth Report was evidence of the degree of the Sub-
Committee's success.

35. The Committee recognized that the surplus problem, far from being solved,
had assumed new aspects, clearly necessitating the continuance of the Sub-Committee,
which indeed might have a greater role to play in the broadening field of aurplus
disposal and food aid.

3eé. The Committee did not believe that the Sub-Committee, in facing the new
challenge whieb lay before it, including its congultative role in the World Food
Program, needed to have its present terms of reference altered. These were, in

any case, intended to be interpreted in a flexible way and on this basis the Sub~
Committee should continue to keep under review developments in the disposal of
agricultural surpluses with reference also, where applicable, tc the causes of
surplue accumulaticns; to assist FAO Member Wations in developing suitable means

of gurplus disposal; and to provide a forum for the discussion of proposals, pro-
grams, policies or transactions of member govermments for the disposal of agricultural
surpluses in the light of the FAO Principles and Guiding Lines.

3. Other Periodic Reports and Related Matters
(a) ¥aitional Food Reserves
31. At its previous session, the Conmittee had reviewed the first of the factual

periodic reviews which had been undertaken by the Director—General at the Commiitee's
rejquest, as confirmed by the Conference, based on information received from government:
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the three official languages (though not in published form) and it was hoped,
therefore, that the preparation of a consolidated veraion of these papers would

not meet with any special technical problems and that they would prove of consider-
able practical value, not merely to the World Food Program but also to governments
generally and to a wider public. The text of paragraph 33 of the Report of the
Thirty-Fourth Session of the CCP (to which apecial reference was made, as noted
sbove, in paragraph 59 of the Eleventh Semgion of the Conference) is reproduced

in Appendix A to this report, for further reference.

III. NATIONAL AND INTERNATIONAL COMMODITY POLICIES

o Fational Agriculfural Price Stabilization and Support Policies

(a) Guiding Principles

43. The Committee was informed that the draft of the Guiding Principles for
Agricultural Price Stabilization and Support Policies, as approved at its last
sesnion, had been formally adopted without change by the Eleventh Session of the
Conference in Resolution 3/61. In accordance with this resclution, the Direotor-
Ceneral had now transmitted a printed copy of the Cuiding Principles to Member
(overnments with a note verbale inviting them to inform him by 15 July 1962 whether
they were prepared to accept the Guiding Principles. A note will then be prepared
for the Thirty-Ninth Session of the Council, to meet later this year, summarizing the
response of Member Governments. Several members of the Committee recalled thai
these Cuiding Principles were the culmination of many years of work, and represented
a practicable compromise to which it was hoped all member countries would subsoribey
this would mark an important step forward in reducing any adverse effects of domestic
policies on international trade. The Committee asked to be informed at its next
gesgion as to the mumber of acceptances of the Guiding Principles received from
Member Governments.

{v) Review of Recent Developments

44. The Committee considered the third of the gammmal reviews on recent developments
in national agricultural price stabilization and support policies, prepared in :
acoordance with Resolution 2/59 of the Tenth Session of the Conference {document

CCP 62/20). The report had been prepared on the basis of the forty-eight replies
received from Member Governments in anawer to the note verbale of the Director-
General, and of published information available to the Secretariat.

45, As requested by the last session of the {ommittee, this year's review included
tables showingthe price levels at which certain commodities were supported or stabil-
ized in variocus countries during 1960 and 1961. The Committee asked the Secretarist
to take account of the comments made by various delegates with respect to these tables
in the preparation of further issues of the review. Rovisions of the data submitted
by a few delegations will be oirculated in a corrigendum sheet.

46. The Committee generally approved the report and requested that such reviews
should remain & regular feature of its agenda. For future imsues it was suggested
that more information might be included on "mon-price"” measures of support, and
also on measures of "supply management”. It was explained that prodblems of timing
had this year precluded the advance circulation of the report, and the working party
on documentation was asked to consider ways by which, in future years, the review
could be circulated well ahead of the meeting.
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2+ Regional Folicies for Ecomomic Integretion

(a) The EBuropean Economic Community

47. The Committee considered FAO Commodity Policy Study ¥o. 13, Agriculiural
Commodities and the European Common Market (document CCP 62/8), which was an
edited version of a paper originally submitted to the Eleventh Session of the
Conference. The Committes noted the action taken by the Conference with respect
to this document and in particular Resolution 4/61, in which the Conference had
invited "Mewber Nations of FAO and empecially those who are also members of the
Buropean Economic Community, when dealing with regional integration, to formulate
their policies covering sgriculture and trade in agricultural commodities in such
a manner as not to jecpardize the exports of third countries.®

48. The Commitiee also itook note of the text of an aide-memoire by the Government
of Brazil, drawing the attention of the European Economic Commumnity to some difficul-
ties which, in the view of the Brazilian Government, might arise with respect to
exports to the Buropean Common Market. The aide-memoire had originally been
uhmitted to the EEC and copies had been circulated to the CCP at the request of

the Brazilian Government under CCP 62/9.

49, The Committee noted that there had been two important developments since its
last session. One was the application of the United Kingdom and some other Furopean
countries to join the Community; another was the formulation of the Community‘s
commen agricultural pelicy for a number of major agricultural commodities.

5. It was noted that, as now constituted, the EEC is the world's largest importer
of grains, cocoa, cotton, wool and citrus fruit. With the addition of the United
Kingdom, its share of the world grain trade would increase from 24 percent to 42
percent and of the wool trade from less than 40 percent to 60 percent. The range

of commodities in which the Community is of key importance would be increased by

the addition of some, such as butter, meat and tea, now imported in relatively small
quantities by the Community but in large quantities by the United Kimgdom.

51. Delegates of most countries neither members of nor associated with the
Commumity referred to the adverse influence which the implementation of the common
agricultural and trade policies of the European Economic Community might have on
their economies and their economic development. According to these delegates, for
temperate—~zone commodities, the exporte of countries outside the Communi ty appeared
to he particularly threatened by the propozals for a common policy now under consider—
ation by the Community, and more so should the United Kingdom join the Community.
For some of these commodities, a further obstacle to trade might arise, according to
these delegates, from the adoption of a common external tariff more protective in
its fotal incidence than those of the six countries of the Community prior to their
integration. For tropical products, in addition to the proposed level of tariffs,
a further possible adverse effect might arise, in particular for less developed
countries, from the proposed new preferences im favor of the exports of countries
agsociated with the Community.

52. Delegates of most countries not members of the Community recognized the
benefits which the economic integration of the Buropean countries might be creating
for the Community's members, and welcomed the possibilities for an expansion of trade,
particularly in industrial products, which the creation of the Community had already
brought. However, they were concerned about the possible stimulation of agricultural
production in the Community, and the diversion of trade avay from third countries,
unless particuler care were taken by the policy-making bodies of the Commurnity in
their final deftermination of the Community's policies to recognize the interests and
fears of countries outside the EEC.
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53. Some delegates stated that, although the creation of the EEC might have
benefTicial effects on the total volume of aid to less developed countries, neverthe—
less, the possible aggravation of the trading problems created for less developed
countries by Buropean integration, unless adequate access to Buropean markets was
provided, threatened to mullify the benefits of increased aid.

54. A spokesman for the Community stated that, in implementing its common
agricultural policy, the Community was conscious of the need for maintaining and
developing trade with third countries. Moreover, the common agricultural policy

was not a substitute for nothing, but would replace existing agricultural policies,
compared with which it would be a more flexible mechanism. It should alsc be noted
that the common external tariff would be, as a whole, at a lower level than the
average of the national tariffs which existed previously. The indications so far
showed that the trade of the Community with third countries had been increasing.
There had been an increase in agricultural produotion in the countries of the
Community, which might be expected to continue, but such an increase was %o be
considered simply as a continuation of trends resulting from scientific and technical
progress already in evidence before the integration process had started. The level
of prices established by the Community was not intended to stimulate production.

I% would be the intention of the Community, in determining its target prices, to

take account of the weighted average of the prices prevailing in the various countries
of the Community before the common agricultural policy was put into effect. The
creation of a vast consuming market would also contribute to an expansion of trade
with third couniries. Moreover, the EEC had already made certain tariff concessions
within the framework of recent multilateral negotiations, and was ready to partici-
pate in tariff negotiations which might take place in the future. Regional integra-
tion represented, in some respects, a step toward improved market organization, and
it was possible that the tendency toward the creation of larger economic unita at
pregsent manifesting itself in different parts of the world would permit more marked
progress to be made toward world-wide arrangements for the stabilization of commodity

markets.

55. With reference to this statement, some delegates pointed out that the increase
in imports into the Community from third countries referred to by the spokesman for
the EEC had taken place before all the agricultural and itrade policies of the
Community had come fully into force. They pointed out that expressions of concern
made earlier in the Committee had related to the possible effects of the agriculiural
policies in respect to particular commodities, and they regretted that there had been
no indication of any prospective improvement in access to the markets of the Community.

56. The Committee complimented the Secretariat on the preparation of document

CCP 62/8 — Agricultural Commodities and the European Common Karket — and requested
the Director-General to continue to keep under review developments regarding

regional economic integration and to submit to the Committee reporis on such develop~
ments. One delegation requested that such reviews should also include consideration
of the EEC policies on egge and poultry, as well as examples of the incidence of
levies on imports into the Community coming into force after July 1962. The desir-
ability of an analysis of the common agricultural policies in the light of the FAO
Principles for Agricultural.Stabilization and Price Support Policies was also pointed
out by one delegation.

(v) Regional Economic Integration Arrangements in OQiher Regions

57- The Committee also requested the Director-General to keep under review develop-
ments in regional economic integration arrangements in all regions and to keep the
Compmittee informed, having special regard to the effects of such arrangements on
commodity trade.



3. International Commodity Stabilization Technigues and Arrangements

58. In accordance with its standing practice, the Committee reviewed major new
developments in the fields of intergovernmental commodity ccnsultations and
arrangements. The resulting observations by the Committee, insofar as they relate
to individual commodities or groups of commodities, are presented in Part Two:
Commodity—by-Commodity Review.

59. In general, the Committee concluded that action taken nationally and inter-
nationally to deal with commodity problems had been moving in the right direction
and had met with some success., Because of the close link between national and
international commodity stabilization measures, attention was drawn to the need for
their joint consideration in intergovernmental studies and proposals for action.
Larger groupings resulting from regional integration arrangements had posed new
problems, but also opened up new possibilities for intergovernmental commodity
action. At the same time, the Committee'sz review of major commeodity developments
bad also borne out again the limitations of stabilization measures in dealing with
basic longer-term itrends, particularly for certain products faced with serious
competition from synthetics.

60. Scme suggestions for further astudies to be undertaken by the Committee are
contained in Section IV: Proposals for a Concerted Attack on Commodity Problems.

61. The Committee noted that the documentation presented by FAO to the Joint
CICT/CCP Semsion, to be held during the week following the Committee's own delibera—
tions, included the feollowing three papers on topice which, in the absence of the
Joint Session, would normally have been dealt with by the Committee as part of its
own agendas:

B/CH.13/50 : COP 62/21 The Hole of Marketing Boards for Export Crops
in Developing Countries

E/CN.13/51 : CCP 62/22 Commodity Stabilization Funds in the French
Franc Area

E/CN.13/53 : CCP 62/24 Compensatory Financial Measures for Commodity
Export Barnings ~ Notes on Recent Studies and
on Some Practical Experiments.

Iv. PROPOSALS FOR A CONCERTED ATTACK ON COMMODITY PROBLEMS

62. The Committee had before it document CCP 62/16 - Suggestions for a Concerted
Attack on Commodity Problems ~ containing a statement made at the Eleventh Session
of the FAD Conference by the Director of the Commodifies Division and circulated

to the Committee for further consideration at the request of the Conference. The
Committee agreed that the ten-point program outlined in that statement represented
a useful summary review of possible ways and means to strengthen intergovernmental
commodity consultations and .action and that the points raised in the statement might
warrant more detailed consideration.

63. The Committee asked the Secretariat to undertake the following two studies
and to publish the resulits of such studies, if possible, in time for consideration
by the Twelfth Session of the Conference and by the Thirty-Seventh (or Thirty-Sixth)
Session of the Committee:

(i} an analytical review of experience to date in the field of
commodity policies, stabilization techniques, international
commodity arrangements and consultations; and
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(i1} a survey of work being done or planned by FAO and other agenciea
under the ten pointe listed in the above quoted statement,
together with any relevant background comment.

64. The Secretariat was also asked to suggest a possible outline for a more
vopular Commodity Policy Handbook. The text of such & handbook might be written
in the light of the findings and conclusions of the first of the iwo studies listed

in the preceding paragraph.



PART THO .

COMIODITY-BY-COMLIODITY REVIEW

V. MATTERS RELATING TO INDIVIDUAL COMi:GDITIES OR GRCUPS OF COMIIODITIES
1. (rains and Rice
{a) Grains

Situation and Cutlook

65. The Committee noted that the three major developments in the world grain situativ
since its last Session were: (i) a large increase in trade during the 1960/61 season,
affected mainly wheat and flour; (ii) a marked reduction in 1961/62 world grain crops,
concentrated mainly in North America and Western Burope; and (iii) a decline in world
carryover stocks of grains in 1961/62. The increase in world grain trade in 1960/61
was largely due to an exceptionally sharp expansion of wheat imports into Western
Burope. Other significant elements were the heavy purchases by Mainland Chira, parti-
cularly from Canada and Australia, and a continuing upward trend in concessional wheat
imports by developing countries of Asia, Latin America and Africa. World shipmenis of
21l coarse grains (including rye) in 1960/61 were substantially unchanged. The reduc-
tion in the world wheat crop in 1961/62 to well below the previous year's level was
due almost entirely to adverse ccnditions in North America and Western Europe, in the
latter regzion for the second consecutive year, The decline in world production of

all major coarse grains was due to a substantial cut in the acreage under maize and
sorghum in the United States, in consequence of the 1961 Feed Grain Program, as well
as to unfavorable conditions in the Northern Hemisphere generally. As a result of
these factors, world grain trade in 1961/62 was likely to exceed the record volume

of the preceding yezr, and a significant decline in carryover stocks of both wheat and
coarse grains was expected for the first time in the last four seasonz, International
yrices of both wheat and coarse grzins had shown a sustained advance since the second
half of 1961. The rise was most pronounced in respect of high protein wheats, prices
of which reached the highest levels since the Suez crisis.

66, The outlook for international grain markets in 1962/63 was uncertain, However,
official forecasts of U.S. wheat production for 1962, based on average growing conditice
and yields, indicated some decline compared with last year., In Canada, the possibility 5
of another below-average crop could not be excluded in view of the depletion of sub-

goil moisture reserves in the Prairie Provinces, unleas there were abundant rains in

the late spring. A reasonably good crop, such as that of 1960, would provide sufficien: ~F
wheat only for domestic use and normal exporits, with no residual for additions to sx'[:ocl':m@ggﬁﬁ
In other major producing areas, growing conditions appeared generally faverable. In
Western Europe, a larger winter wheat acreage had been seeded, and even though current
indicated some winter damage to crops, the 1962 output would probably recover to a leve
above that of 1960 and 1961, ZLarger grain harvests were alsc expected in the Near East
and Worth Africa. The steady upward trend in world grain trade of recent years might

be halted in 1962/63, as Western European imports might not match those of the two
preceding years, However, the rising trend of imports into the countries of Asia,

Africa and Latin America would probably continue, Provided that harvest prospects

in major producing areas continued to be generally favorable, grain prices were likely

to remain steady at higher lewvels than in 1960/61, though a detericration in the

outlook for the 1962 harvests might lead to a further increase in prices, especially o
of high quality wheats,
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Activities of the FAO (roup on Craing

67. The Committee noted that there had been no session of the FAO Group on Graine
duriog the period Since the last CCP Session, but that its Sevenih Session would be

held from 12-21 June 1962 in Rome. The Committee further noted that, in line with its
own request at the Thirty-Fourth Session, the Group at the coming session would give
speoial attention to: (;§ the feasibility of international action in the field of

coarse grainsg, and (2) the examination of national grain policies and their internatlonal

implications,

International Wheat Agreement

68, The Committee welcomed the conclusion of the new Intermational Wheat Agreement
which will replace the 1959 Agreement expiring on 31 July 1962,

Group on Cereals of the GATT

69, The Committee was informed of the meeting held in February 1962 by a Group on
Cereals, set up by the GATT Ministerial Session in November 1961, The Group surveyoed
prospective marketing conditions for wheat and held a preliminary discussion of cerizin
sugzestions relating %o the organization of the market for that commodity.

(b)  Rice

Situation and Outlook

T0. Production and consumption of rice showed upward trends but there was no evidence
of growth in international trade, which was likely to fall for the mecond year running
in 1962, Rice crops in a number of countries of Asia and the Near East suffered from
unfavorable weather in 1961/62, exporting countries being partioularly affected., Since
carryover stocks inr exporting countries were depleted in the previous year, total
avallable supplies were smaller and the volume of trade in rice would probably decline.
There was no indication of any recovery in shipments from Mainland China which, while
5111l exporting limited gquantities, had purchased a further substantial amount of rice
from Burma to meet its main export ocontracts. World import demand was generally
sustained, even though Japan and the Philippines had reduced requirements, In the
current year, Indonesis, the largest importer, had a bigger import demand because its
production had been affected by drouvght, while the Republioe of Viet-Nam and the

United Arab Republic had both temporarily beocome importers. In view of the decreased
supplies and sustained demand, free market prices rose By about 10 peroent in the early
months of 1962 to their highest levels sinoce 1958, but the decision of Burma not to raise
prices in its major bilateral coniracts had so far maintained the stability of a large
sactor of trade,

T, The outlook for international rice markets in 1962/63 would be mainly determined
by the size of next season's produoction in the Far East, assuming Mainland China did
not unexpectedly resume exporting on a large-scale, If growing oconditions retumed to
normal, Asisn production should regsume its upward trend under the impact of government
development programs, Larger supplies could alsc be expected in the Near East on the
same assumption, while in Europe and North America production should inerease following
the recent abolition of controls on the Italian rice area and the higher acreage
allotment established in the United States, There might consequently be some fall in
free intermational prices, Part of any additional supplies, however, would probably
be required to rebuild rice stocks in exporting countries and to add further to national
reserves in importing countries, which had been growing steadily in recent years,



hctivities of the Consultative Sub-Committee on the Eecnomic Azspects of Rice

72, The Committee umanimously commended the report of the Sixth Session of the
Consultative Sub-Committee on the Econcmic Aspects of Rice, whiclk the Comnittee con-
sidered to be one of the most important held since the group was established seven

years ago. Apart from its regular activities, the Sub~-Committee had compleied a
thorough examination of trends in rice production, consumption and international trade
based on studies which had been initiated at the suggestion of the Committee, The
principal conclusions were that world supiplies and demand should continue to expand

tut that the longer-term outlook for trade was uncertain in view of the declared aims

of most of the major importing counitries to eliminzie, or at least to reduce, their
dependence on foreign supplies. This was the morc seriocus since many exporting ccuntries,
several of which are underdeveloped and heavily dependent on rice as a source of foreign
exchange, were planning to expand production for export. The Sub-Committee had agreed
on a number of policy recommendations with a view to reducing the risk of conflicting
national policies causing disequilibriuvm in world rice markets and adverse Tepercussions
on the economies of exporting countries. The CCP commended these recommendations to
governments for their serious consideration, and approved the Sub-Committee's request
that they be transmitted to the Sixth FAD Regional Conference for Azia and the Far

Fast, as well as to the Economic Commission for Asia and the Far Fast, It wes glad

to note that the Sub-Commitiee intended to reassess periocdically the longer—term market
preapects for rice in the light of the actual progreszs achieved in national development

plans.

73. The Sub-Committee had also carried out at the request of the CCP an appraisal

of itg past activities, terms of reference, and future plana, There was general
acceptance of the practical wvalue of the Sub-Committee's work, and its terms of refsrence
wers considered to be fully adequate., The Committee approved the Sub-Committee's
proposal to focus its future activities mainly on (1) its anmnual review of the world
market situationy (2) a continued program of study on the longer—term outlook for
production, consumption and trade; and (3) the international effects of national policies
and of regional schemes for economio integration. The Sub-Committee believed that

cleser collaboration with the FAO Group on Grains would be useful in examining common
problems involving the interrelaticnships between rice and otler cereals, and suggested
that a joint meeting of the two study groups should be held at an appropriate time,
possibly in 1964, The Committee in principle supported this proposal, which envisaged
an overlapping of sessions rather than completely concurrent meetings., It aslked the
Director-General to obtain the views of the FAO Group on Grains and, if the latter
agreed, to draw up a provisional agenda for the joint meeting for the consideration

and final decision of the CCP at its next sessicn.

T4 . The Sub-Committee had further suggested that, as a means of enlarging marketa for
rice and of creating a wider understanding of the world rice economy, consideration
should be given to the possibility of declaring an "International Rice Year" which
might be held in conjunction with the World'!s Fair in New York in 1964/65. Some
delegates supported the proposal in principle but others questioned whether it was
appropriate to encourage rice consumption while there was still a shortage of supplies
in some areas. It was also suggested that the endorsement by FAO of such a scheme

for rice might set a precedent which would lead tc difficulties if there were similar
requests for a number of commodities., The Committee therefore asked the Director-
General to examine, in consultation with interested governments, the administrative,
congtitutional and financial implications of the proposal and report his findings

to its session in 1963,

10 The Commitiee noted with warm appreciation that the Govermnment of Japan had
invited the Sub-Committee to hold its Seventh Session in Tokyo in 1963.



2, Livestock Preducts

(2) Dairy Products

Situation and Outlook

T6. The long-term widening disproportion between supply and demand of dairy product:
worsened further in 1961/62 with particularly severe effects in the international
butter market. Continental European countries imported less and exported more, and
with United Kingdom home production and exports frcm COceania also higher, there was a
substantial rise of supplies in the United Kingdom, the only large open markei for
butter. There were several consultations held under the aegis of GATT and OEEC with

a view to finding a solution to the serious problems caused.

7. The failure of these consultations made it necessary for the U.K. Government to
take mction to reduce the quantities of butter imports in order to stabilize prices.
This was achieved largely by veluntary agreement for a period of six months on the
part of the countries sending butter to the United Kingdom. A further attempt was
made in GATT to achieve a voluntary agreement to succeed the six months period and this
alsc was unsuccessful. The United Xingdom Govermment, therefore, had to intreduce
import guctas for the 12 months ending March 1963, in order to prevent a collapse on

the British market.

78. There was little evidernce of successful restraints on producticn or a substantis
increase of consumption in 1961 and the eaxly part of 1962, Milk production showed a
further tendency to outstrip demand owing ito price-support incentives, increased pro-
dusctivity, and mechanization of dairy farms. The price situation worsened onm the
market for skim and whole milk powder, exports of which were heavily subsidized by a
number of countries. The market for cheese showed a more favorable position during
the first half of 1961, owing to increased demand, but the outlook for 1962/63 was
less favorable., The market for condensed milk in developing countries expanded for
some exporting countries, but it declined for others.

Review of Dairy Problems

T9. In accordance with a program of work outlined at its Thirty-Fourth Session,
the Committee undertook a full review of current problems in the dairy sector and of
a number of special topics. Its discussions were based on a mumber of Secretariat
documents prepared in accordance with requests made at the previous Session .l/ and

are summarized in the following paragraphs.

(i) National Dairy Policies

80, The Committee noted that the basic principles and aims of naticnal dairy policie
in advanced countries continued in 1961/62 as in earlier years, but that several
countries had made slight changes in producer and consumer pricing, had expanded wel-~
fare distribution, or had introduced consumer subsidies., Particular interest was

shown in the proposals for the common agricultural policy of the Iuropean Economie
Community relating to dairy products and the hope was expressed that, in the final
formulation of its policy, the Community would pay due regard to its posszidle effects
on production and consumption.

1/ c¢cP 62/17/3 - Third Annual Review of National Deiry Policies
CCP 62/17/4 ~ Review of the Buiter Situation -
cecp 62/Wcrking Paper No.l - Progress of the Indian Dairy Industry during the Second

Five-Year Plan o

CCP 62/Working Paper No. 3 ~ Dairy Development and Policy in Yugoslavia
CCP 62/Working Paper No. 2 — Utilization of Milk Powders
CCP 62/Horking Pzper No., 4 - Economic Aspects of "Willed Milk" in the Philippines
CCp 62/17/2 -~ Means of Adjustment of Dairy Supply and Demand
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(i1} Problems in the Butter Market

81. It was noted that butter proeduction in the advanced countries continued to
increase much more rapidly than demand. The resulting over—-supply on the world
market had threatened a major decline of prices in international trade, but this had
been prevented by the introduction of restrictions on imports into the United Xingdom.
This measure, however, constituted only a temporary relief and the need for lomg-term
solutions remained. Some members expressed their dissatisfaction with the level of
individual guotas.

82. There was general agreement in the Committee that the situation in the
butter market would remain serious this year and that there were already signs of
repercussions in the markets for cheese and whole milk powders.

{(iii) Rational Dairy Policies and Froblems in Developing Countries

83. The Committee agreed that the investigation of dairy problems in developing
couniries was a valuable coniribution to itg work and that it should be continued.

84. The Committee was also informed about FAO activities in developing countries,
particularly those under the joint FAO/UNICEF rrograms on milk congervation projects.

(iv) TUtilization of Milk Powders

85. In view of the difficulties experienced on the market, the paper prepared by
the Becretariat on this subject was thought to be a useful compilation. The fact
that only a limited number of countries could svwpply the Secretariat with information
wag regretted. The need to find new methods for utilizing whole milk powder was
agreed upon as this would relieve, to some extent, the pressure on the butter market.
Increased utilization of skim milk powder for human congumpiion could be a helpful
outlet for milk, but would not solve the problem of the over-supply of milk fat, The
increasing use of gkim milk powder for the preparation of 'toned milk' in developing
countries congtituted an efficient way of providing the population of these countries
with a relatively cheap source of animal protein.

(v) Subgtitution of Other Fats for Milk Fais in Dairy Froducts

86. In the short pericd since the introduction of the product in late 1957,
production of "filled milk"™ had grown to supply over half of the total consumption
of milk in the Fhilippines, which, however, had itself also expanded. There was a
dilemma posed by 'filled milk', On the one hand, there was the acute problem of a
world surplus of milk fat, which would be worsened by an expansion of 'filled milk!
production in areas where whole milk is now consumeds On the other hand, this
product could make a net conmiribution to the food supplies in some developing
countries, as well as foster their milk consciousness. The Committee agreed that
the report was useful in showing the growth of ffilled milk' in a developing country
and asked that the full version should be made available in the three official
languages to all interested circles. The study of the substitution of vegetable
oils for milk fats should be continued, it being left to the Secretariat to decide
the form of this work.

(vi) Long-Term Study

a71. The Committee considered that the preliminary report on means of adjustment of
dairy supply andé demand which had been prepared by the Secretariat was a useful study
of the imbalance between world supply and demand. The projections, which needed
refinement, provided a framework which indicated the magnitude of the problem faced
bty the dairy industry. The survey of the large number of various short and long—term
measures, attempted or proyosed, for alleviating the disequilibrium on the dairy
market was also useful, bearing in mind that it was iniended to be strengthened with
additional information and a more thorough analysis of the experience that various
countries had had with these measures. The Committee recommended that countries which
had not supplied sufficient data through national correspondents should doc s0 as soon
as possible. The report should be completed and sent to governments for study in good
time before the next Session of CCP,
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88. The Committee agreed that the Divector-General should invite a selected number
of governments of ocountries of particular importance in the world daziry economy, and
intergovernmental agencies actively concerned with dairy problems, to nominate members
of an ad hoc working group. This group should examine and evaluate various possible
means of adjusting dairy supply and demand and should advise the Secretariat in the
preparation of the final report. The meeting should be convened at FAO Headquarters

in Rome in the latter part of the year.

89. It was also agreed that the Secretariat's balance sheets of production and
utilization of dairy products in individual countrises should be examined by governments

and returned as soon as possible,

Future Arrangements for the Consideration of Dairy Products

90. The Committee agreed that the Secretariat should prepare the following studies
for the next Session of the CCPs

(i)} Situation and Outlook

The CCP would continue to consider the dairy situation and outlook,
as presented in the annual FAQ Commodity Review., This review should examine
the situvation of production, consumption, trade and prices of milk and milk
products and pay particular attention to critical problems arising in relation
to dairy products during the year,

(ii) The Butter Situation

The review of the butter situation, on the lines of document
CCP 62/17/4 should be continued.

(iii) National Dairy Policies

The Annual Review of National Dairy Policies should be continued.

(iv) Dairy Problems in Developing Countries

The invegtigation of dairy problems in developing countries should be
continued within the resources of the Secretariat.

(v} Long—Term Dairy Problems

The study "Means of Adjustment of Dairy Supply and Demand® should be
completed in final form.

(v) Meat

Situation and Qutlook

91. World meat production (excluding Mainland China) in 1961 was nearly 3% percent
larger than the year before, mainly due to marked increases im beef and poultry meat,
Owing to abundant supplies, prices tended to decline. On the United Kingdom market,
yrices for beef, lamb and mutton were considerably below their 1960 levels. Because

of large increases in output, poultry prices were generally down, and pigmeat prices
also staried to decline in the second half of the year. The volume of world trade in
1961 was about the same as that of 1960. A shortfall in shipments of carcass beef

from the Southern Hemisphere was not entirely offset by increased exports from countries
in Western Europej and total beef exports were less than in 1960, On the other hand,
trade in poultry meat reached a new record level, and exports of canned meat also
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exceeded the previous year. In 1962, world production would continue to expand in
all major producing areas, with, im particular, a large increase in Wesiern E?rope's
pigmeat output. More meat would be available for export, but because of growing
production in the major importing countries, prices on world merkets were expected to

show 1little change in comparison with 1960,

Study on the Cutlook for World Meat Marketis

92. The Committee was informed of plans to undertake a study on world market
pospects for meat and meat products which had been requesied by the UN Economic
Commission for Latin America, following a proposal of the (overnment of Uruguay. A
number of comments and suggestions on the draft outline which was submitted to 1t

were made by the Committee, which endorsed the proposal teo carry out the study, The
study would concentrate not only on prospects of interest to exporting countries in
Latin America, but also on those for other countries participating in the world meat
trade, The Committee took note tkat GATT was convening a group on meat and agreed
that there should be close collaboration between the two organizations in this matter,

(e) Egas
Situation and Outlook

93. Egg production in 1961 increased in most areas, with the major exception of
North America, and the total was about two percent above that of the previous year.

In Western Burope, the main trading area for eggs, the expansion in preduction was
resumed in the second half of the year, but because of the preceding cyclical decline,
the total for the year was only a few percent larger than the year before., The
Federal Republic of Germany, the world's largest importer, recorded a further substan-
tial inerease in home prodvetion. The volume of world trade in eggs remzined virtually
equal to that of 1960, Shipments from exporting countries in Western Burope were less
than in 1960, mainly because of & further reduction in Danish exports., This shortfall
was almost entirely offset by larger exports from Eastern Burcope, and Poland became
the world's second largest exporter. Prices in Burope fell sharply in the autumn of
1961 and the decline continued during the first months of the current year when they
reached their lowest postwar levels. As the expansion of laying flocks appeared +to
have been checked in certain countries, prices had since recovered, btut exporters
would continue to face difficulties in view of the marked growth in production in the
Federal Republic of Germany and the United Kingdom.

3. Pats and Qils

Situation and Qutlook

94. Following large crops of United States soybeans, Russian sunfloverseed, and
West African and Indian groundmuts in the autumn of 1961, world supplies of edible
vegetable oils would be abundant in 1962, The upward trend in butier production was
likely to continue, especially in Burope. World cattle and pig slaughter was expected
to rise rather strongly in 1962, and more tallow and lard could accordingly be
expected. PFProduction of coconut, palm kernel and palm oils, however, was not likely
to increase significantly, if at all, and olive o0il production in the Mediterranean
area was down sharply. World supplies of linseed o0il in early 1962 were relatively
scarce as a resuli of poor North American crops of linseed in the summer of 1961 and

a depletion of Argentine stocks during the year; supplies in the second half of 1962
would depend on the outcome of the North American orop. Altogether, world production
of oils and fats in 1962 would show an abhove average increase, probably ome of 3 percent
or more over the estimated output of 31.8 million metric tcns of the previous year,



~ 23 -

95. The heavy supplies would probably be reflected in a recovery in world t;ade,

which declined by about 5 percent in 1961 to approximaiely 7.8 million tons, including
oilsesds in terms of oil, This decline was attributable mainly to 2 reduced import
demand in Weatern Europe, and to a strong speculative demand in the Tnited States which
resulted in a deoline in that country's exports and an increase in itas stoocks, The
demand for imports into Western Furope would probably recover, partly because of the
smaller olive crop in the southern countries, The general level of fats and oile prices
would probably remain relatively low on account of the heavy supplies, The FAO index
of international market prices of fats and oils other than butter was likely to average
below 90 in 1962 {1952-54 = 100) compared with 91 in 1961 and a 1956-60 average of 97.

96, A spocial feature of the price situation was the United States price support for
soybeans, which bad been increased by 24 percent in 1961 to $2,30 per bushel to farmers.
A bumper crop had held pricss close to the support, and this situation had been
reflected in a stability in the price of soyheans in international markets since late
1961 at around 3100 per metric ton c¢,i.f. Buropean ports, moderately above the level

in most recent years., O0il millers in Western Burope had been able to offer soybean oil
at a lower price than usual in relation to the price of soybeans because the prices of
soybean cake and meal in Burops had been unusuvally high, owing to a strong demand for
high-protein feeds, Unless prices of o0il cakes and meale as a whole rose further,
however, the steadiness in soybean prices would be reflected in the price of scybean oil,
U,5. Government stocks of soybeans would be substantial at the end of the year as a
result of the large crop and the relatively bigh level of price support.

International Olive 0il Coumcil

97. The Committee heard a brief report on the Sixth Session of the Olive Oil Council,
which had been held in Madrid in April, 1962, The Coumoil bad now launched an
advertising and sales promotion campaign for olive oil in Germany, Austria, and
Switzerland. The International Olive Oil Agreement would expire in September 1963 and
the Council had agreed on preparatory steps for its renegotiation, A group of
government-nominated experts would meet shortly in Medrid to study economic problems

of the market for olive oil and to prepare a report which would be sent to Member
Governments, The Council hoped that this could be accomplished in time to hold in the
early summer, perhaps at FAO Headguartoers in Rome, a meeting of a Preparatory Committee
whioch would consider the report of the Group of economic experts and would consider any
problems that might be encountered in renegotiating the agreement, A formal renegotiating
conference was tentatively planned to be held under UN auspices in Geneva early in 1963,
Reference was made to the fact that the CCP had set up a working party in 1954 and that
its report had provided a basis for the subseguent intergovernmental consultations,

FAQO Group on Coconut and Coconut Products

98, The Committee noted with interest the report of the Fourth Session of the Group on
Cooonut and Cooonut Products, held at Trivendrum, India, in December 1962, The highlights
of the report well illustrated some of the general world commodity problems mentioned by
delegationa in their keynote statements, Producticn of copra had been increasing and
prices of copra and coconut o0il were low. The price of coconut oil had been affected,
among other things, by stropg_competition from other comnoditiesy a special feature of
the current situation was the unusually low prices of whale and fish oils, which are used
(in refined and hardened form) as alternative ingredients of margarine, Producing countrie
had expressed strong interest and concern about the possible effects on their export
markets for corra and coconut o0il of the common external toriffs and the common

policy to be adopted by the Buropean Economic Community, and had asked to be kept
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informed of developments in this field., As exporters depending heavily on the
international market for foreign exchange earnings, producing countries had also been
concerned about the posaible effect of price support programs and special export
programs for competing crops in the developed countries, and had asked the Secretariat
to continue its analysis of some of these effects.

99. Pursuant to the request of the Committee, the Group had reviewed its activities
and future program of work. It had concluded that its activities had been useful and
should be continued along the same general lines, and had felt that no changes in the
terms of reference were required. Some delegates expressed the view that the urgency
of cooconut problems had shifted from the economic to the technical aspects, but others
felt that it was especially in Tespect to economic problems that an international
approach was required. Since the Conmittee was plamning a review of the work of all
its sub-Groups at its next session, it did not debate this question further. It was
agreed, however, that member governments of the Group should be ready at the next
session of the Committee to indicate the degree of priority that they would assign

to the Group's work.

100, The Group noted a resolution on "Development of Copra Trade in the ECAFE
Countries”, that had been passed by the EZighteenth Session of the Eoonomic Commission
for Asia and the Far Bast. This resolution contained a request that the Executive
Secretary of ECAFE, in consultation and cooperation with the Director-General of FA0,
should assist in promoting the development and stability of the coconut industry.

In this connection, the Committee noted with interest a suggeation made on behalf of
the Director-General concerning the prossibility of a future meeting of the Coconut
Group, either in the next year or in a year thereafter, being held with the active
yarticipation of ECAFE.



4. Tropical Beverages

(a) Cocoa

Situation and Qutlook

101, Cocoa production had increased steadily over the past four years. At the

beginning of the 1961/62 season the prospects seemed less favorable, but later deliveries
4$o the market indicated that world production would be about the same as the previous
year's record crop, Consumption had also increased, but more slowly; in 1962, however,
the expected rate of increase would be higher than that of production, and the addition
to stocks in importing countries would be much smaller than the year before. Prices,
which bad remained fairly stable for six months, started to rise at the beginning of

the c¢rop year, but had since fallen again,

102, The Tecent upward trend in world cocoa consumption was expected to continue,
although at 2 reduced rate; future expansion would depend largely on population or
income growth, but there were also potentialities for increasing consumption in many
parts of the world, including the producing countries and other areas not at present
traditional users of cocoa. Cocoa production was slso expected to rise further,
although probably at a slower rate than the average of the past four years. New
plantings of the past decade were still coming into bearing, and the yields of others
increasing. The effect of pest and disease control had contributed greatly to increamed
production, particularly in West Africa, but the importance of this factor in the

future would depend to a large extent on the prices producers could look forward to.
Increased yields from the use of fertilizers and shade reduction could also be obtained,
and this again would depend on market conditions.

Activities of the FAO Cocoa Study Group

103, The Committee noted the progress of the activities of the Study Group on the
problem of price stabilization and support was expressed for its work, As a result of
the changes in the supply situation, interest in an agreement was revived, The Draft
Agreement prepared in June 1961 on the lines of recommendations made by the Group's
Working Party on Stabilization, which met in February 1961, had been submitted to
governments, and was considered in detail and revised by the Executive Committee in
October 1961. The revised Draft had since been circulated to governments, and would
be discussed at the Fifth Session of the Group in May, at which the future course of
action was to be considered. The work of the Group in the past twelve months on +the
question of stabiligation had been marked by an atmosphere of positive co-operation,
an appreciation by both producing and consuming countries of problems on either side,
and a realization that their interests were closely interrelated.

104, The Committee took note also of the Group's technical work, in particular
concerning cocoa grading. A Working Party on CGrading had met in September 1961 and

had prepared a model ordinance containing standards for two grades of eocoa beans,

The Working Party's recommendations had received favorable recognition in both exporting
and importing countries and one Covernment had since enacted a decree based on the
model ordinance. Finally, the Committee noted with interest that the Group's Committee
on Statistics had met twice and published surveys of the supply/demand situation, and
bad also worked on the improvement of cocoa statistics in general, GCreat progress had
been made in racent months in one important field: +the development of statistica on
stocks. Among other activities, the Group had sponsored a pilet study of crop fore-
casting technigues in West Africa which was giving promising results,

105. Various delegations stressed the importance of increasing consumption of cocoa
products. It was noted that the Cocoa Study Group bad established at its Fourth Session
a Committee on Consumption, and that warious studies on proposed activities had been
prepared by the Secretariat.
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106. The Committeo heard with appreciation a statement by the Obgerver for
Switzerland on the arrangements made by the Swiss Government and chocolate industry
for the Group's Fifth Session to be held at Mentreux at the end of May 1962,

(v) Coffee

Situation and Outloock

107. Due mainly tc¢ the upswing in the two-year cycle characteristic of coffee
production in many countries, world coffee ocutput in 1961/62 was the second highest

on record. Larger crops were harvested in most Latin American countries and especially
in Brazil, where the cycle is particularly marked. African production decreased for
the first time in 12 years and there was also a decline in the remainder of the world.
Very preliminary information regarding mainly Brazil, where the harvest is sarliest,
seemed to indicate that the 1962/63 crop would be smaller than that of 1961/62.

108. Inport demand in 1961 was higher than in 1960, due mainly to the rise in
European imporis, but there was also a small increase in Unjited States' imports.
Imports intc Eastern European countries, the USSR and Japan showed considerable per—
centage rises, though total per caput intake remained low. Coffee consumption in
producing countries alsoe continued to develop favorably. Use of scluble coffee
continued to expand and this was an important factor in the increase of coffee con-
sumption in many countries, especially in the United Kingdom and in new areas.
Plant capacity for soluble production was rapdily increasing in producing countries
and other areas. For example, in Brazil three new factories with an annual pro-
cessing capacity of about 300,000 bags would be working mainly to supply soluble
coffee to countries of the Sino-Soviet area.

109. On the whole, coffee prices were more stable than in previous years. Although
Arabica coffees still experienced some slight declines during the year, Robusta prices
remained generally very stable and even showed some improvement towards the end of

the year. While the price decline in 1961 was relatively small, the effect on
exchange earnings was still significant. The current level of intermational coffee
prices forced many producers to introduce modifications in the level of prices to
farmers and/or in taxation on coffee exports.

110. The imbalance between production and consumption had led to a further accumla-
tion of coffee stocks. However, the rise in stocks had been slowed down by the
regrading of stocks in the hands of the Brazilian Coffee Institute and by the desiruo-
tion of low quality coffees.

111. While the heavy plantings which toock place in the 'fifties were likely to
result in further increases in production, some producing countries were already
aiming at reducing productive capacity. In Brazil, a plan to eliminate two thous-
and million low-yielding trees was initiasted in the fall of 1961. In Mexico, plans
to reduce the area under coffee were to be implemented, starting in 1962.

Intergovernmental Consuliations

112.. The Committee noted that the efforts of the Internmational Coffee Agreement to
stabilize coffee prices had generally met with success. In spite of considerable
difficulties, quotas for the first semester of the 1961/62 crop year had been fixed in
September 1961, and at a meeting in March 1962 in Guatemala City agreement was reached
on quotas for the second semester. Apart from those arising out of the new accessions
tosg?E agreement, these quotas do not differ significantly from those established for
19 1.

113. In the meantime, work had continued, under the auspices of the Coffee Study
Group, on the preparation of a long-term agreement, involving importing as well as
exporting countries. The text of a draft agreement, which had been distributed to
governments in December 1961, was discussed at a plenary meeting in Washington in
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March 1962, in which representatives of more than 40 governments participated. The
Group decided to ask the Secretary-General of the United Nations to call a negotiating
conference during the summer of 1962. The Group also appointed a pre-conference com-
mittee of 12 members to discuss various policy and technical issues.

FAO Contribuiion to the Study of Coffee Problems

114, The FAC Study The World Coffee Economy, which originated in a reques? of the
Coffee Study Group for a background paper for the intergovernmental discussions on the
coffea problem, was published in 1961, Co-operation with the Coffee Study Group was

also continued during 1961,

(¢)  Tea

Situation aznd Outlook

115. In 1961, for the fourth year running, there were no major changes in the world
tea situation, Production continued ite upward trend mainly because crops in North
India and Pakistan recovered from the effects of the 1960 drought. Exports were at a
record level, the largest increase being registered in India,

116, Tea consumpiion in importing countries remained steady. Consumption in producing
countries, particularly in India, seems to have expanded appreciably, absorbing the
increase in supplies.

117. Auoction prices were, on average, only slightly below those prevailing in 1960,
Hwever, buyers had a wider choice, which enabled them to become increasingly selective
as the season advanced. Barly in 1962 the tea market showed considerable firmness
mainly as a result of increased demand from consumers in producing countries,

118, No sigzable changes were expected in the tea situation in 1962, Production was
likely to continue its increasing trend and import demand was showing moderate gains,

However, the expansion of consumption in producing countries was expected fo continue

to play a stabilizing role in the internatiocnal tea market.

5. Sugar, Tobacco and Spices
{a) Sugar

Situation and Outlook

119, Throughout 1961 the world sugar trade had been under the influence of the record
1960/61 output of 56.5 million tons of raw sugar and the changed structure of world
trade. In spite of reduced import requirements in Western Burope, the emergence of the
U3SHE and Mainland China as major world importers had raised world trade to a high level,
Nevertheless, these developments, as well as measures taken by the Intermational Sugar
Council to reduce supplies on the worid market, were not successful in preventing, in
the second half of the year, a severe decline in world prices which fell to the lowest
level reached since before the war, partly as the result of re-exports, especially of
refined sugars.

120, Since the end of January 1962, when world market prices for raw sugar had declined
below 2 cents per 1b,, f,a.s., Cuban basis, there had been some improvement in the market
situation, largely as the result of reduced output this season, After the record crops
and large carryovers of 1960/61, several countries had curtailed their beet areas and,
with generally unfavorable weather, total beet sugar production in 1961/62 was reduced

by about 12 percent. Estimates of cane sugar production remained tentative, but the
severe contraction reported in Cuban ocutput would far outweigh increases in other Ilatin
American countries and in Africa,
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121. It seemed likely that world output of centrifugal sugar would be subgtantial-
ly lower than in 1960/61. With the continued growth of world consumption there
were prospects of a substantial reduction in world stocks.

Intergovernmental Consultations

)22, The United Nations Sugar Conference, which opened in September 1961 to review
the operation of the Internationzl Sugar fgreement and to determine basic export
guotas for 1962 and 1963, was unable to reach agreement on the guestion of quotas,
and the quota provisions of the Agreement lapsed on 31 December 1961,

123. The Committee heard a statement by the Executive Director of the Inter-
national Sugar Council, in which he drew attention 1o the close working relations
maintained between the Council and FAO in the preparation of studies. In discuss-—
ing the prollem of the stabilization of the sugar market, he pointed out that the
success of an international agreement depended on the absence of major politiecal
or social instability and that, though there were many devices for improving
stabilization mechanisms, basically these involved rTesiraints on imports and
exports, but needed to be flexible enough to cope with changes in the world situa-
tion. Several delegations emphasized the role of political events with respect

to the functioning of the zgreement and the negotiation of quotas and expressed
the view that the situation should be kept under review until such time as seemed
opportune for the reconvening of the International Sugar Conference.

(v) Tobacco

Situation and Outlook

124. Despite furtler increases in a number of major producing countries the
recent steady expansion in world output of tobacco leafl was halted in 1961 mainly
because of the losses suffered from blue mold disease in Burops and North Africa,
The fungus, bad weather and reduced plantings in some areas caused a particularly
heavy fall in output of oriental leaf, which was the smallest since 1954. By
contrast, crops in the United Siates, the Federstion of Rhodesiz and Fyasaland and
India, the principal producers of fluwe~cured leaf, showed = further increase.

125, 4s a result of a continuing strong import demand for cigarette leaf, a
further growth in world tobacro trade took place in 1961. The reduced level of
output in Burope will undoubtedly strengtlien import demand in 1962. Producers and
exporters of the cheaper types of cigarette tobacco may, in particular, gain from
this situation, while prospects for oriental leaf will be mainly determined by the
amount of leal that reaches exportable standards. Shipments of cigar leaf may be
expecied to receive support from the continuing recovery in the consumption of
cigarillos and cigars.

126. The medium and longer term outlook continues to be dominated by tendencies
evident in the world tobacco economy for some time. The upward trend in tobacco
consumption is being maintained throughout the world in spite of the formideble

number of factors adversely affeciing dewmand, such as trade barriers and Lhigh inteinal
taxation. On the other hand, advinces in consumption hevé not been matched by
proportionate increases in world trade, due to larzer domestic production in importing
countries and a: a result of new leaf-saving techniques in manufacturing., Although
tobacco consumption in the form of cigareites may in the Tuiure be affected to a
growing extent by health considerations, the market as a whole is expected to continue
to grov,
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Conference Request for a Study on Tobacceo

127. The Committee considered = reguest made by the Conference at its Tenth Session
that the Director-feneral should undertake a study of the world tobacco situation

and outlook., Whilst noting that a substantial amount of information on this comodity
was already available, several Delegations expressed their interest in such a study
being undertaken, if this could be done from available resources and without inter-
fering with established priorities, including those for studies on meat and apples.

(c) Spices

128, The Committee had before it the revised text of the study Trendsin World Market
for Spices, which bad been published, in accordance with the recoumendation of the
Thirty-Fourth Session of the Committee, as FAO Commodity Bulletin Fo. 34, the study
having been originally prepared at the request of tie FAQC Conference and the Committee,
The first part of the study dealt witbh the economic aspects of spices in general. It
explained the cyclical behavior which was typiczl of the spices eocnomy before +the
Second VWorld War and emphsized its reappearance in recent years. In the second part,
recent trends of production, consumption, trade and prices were examined for pepper
cloves, ginger, pimento,cardamom, cinnamon, cassia, nutmeg and mace, which together
account for zbout 85 percent of international itrade in spices, and the economic
problems of these commodities were analysed. One delegation, in commenting on some
conclusions presented in the study on the guestion of the possible establishment

of buffer stocks, referred to the need for caution. Such an approach which would
require further detailed review prior ito any definite recommendation, particularly
since it might create a precedent for other commodities.

129, The Committee noted wiih interest a letter from the Executive Secretary of the
UN Economic Commission for Asia and the Far East (ECAFE)to the Director-General of
FAO (ccP 62/19) concerning the preliminary discussions on the problem of stabilizing
prices of pepper which had taken place in Kay 1961 in Bangkok,

130. The Executive Secretary of the ECATE informed the Director-General that in the
course of consultations on pepper trade held in May 1961 within the established frame-—
work of the ECAFE Intra-Regional Trade Promotion Talks by represcntatives of the five
main Asian pepper-exporiing countries (Cambodia, India, Indonesia, Sarawak and Singapore},
particular attention had been drawn to the frequent and wide fluctuations in pepper
prices which had an unsettling effect on production and export earnings. The Meeting

of Asian Representatives, based on a preliminary review undertaken by them, expressed

the view that the sharp and frequent price fluctuations in pepper were not justified

by the basic factors of supply and demand and desired that this should be brought to

the attention of TAOQ, particularly in connection with the work of the CCP.

131. The Committee acked the Secretariat to include from now on the subject of spices
as one of the subjects to be covered periodically in the annual Commodity Review.

132, The Committee also reguested interested governments to assist the Secretariat
in this work through the appointment of liaison officers who could facilitate the
collection of information from national sources.

6. Citrus and Other IPruit
(a) Citrus

Situation and Outlook

133, After a temporary halt in 1960/61, world production and trade reswsed their
upw;rd trend in the 1961/62 season. Despite the damage caused to the citrus crops -of
Mexico and Texas by the January freeze and some minor losses owing to locally bad
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weather in the Mediterransan, the Northern Hemisphere crops of oranges and tangerines,
lemons and grapefruit were substentially larger than in the previous year. The
greatest increases were recorded in the United States, Spain and Italy. In contrast
to 1960/61, stocks of summer oranges had been cleared before the current seasons's
winter oranges began to arrive on the market in volume. Small domestic fruit crops
in the major importing countries also had a stimulating effect on the import demand
for citrus fruit. During the first months of the current marketing season, trade

was reported to have been very lively and prices, though seasonally decreasing as

the year advanced, were well above the previous year's low levels, In the short—
tern, the outlook, therefore, was not unfavorable, and the season might conclude

with a total citrus consumption greater than ever. As to the longer—-term, the out-
look was for a progressive and substantial increase in production as a result of

new plantings in recent years and of plans for further extensions, for which additional
cutlets would have to be found.

Activities of the FAO Group on Citrus Fruit

134. The Committee heard statements from various delegations endorsing the program
of work adopted by the FAO Group on Citrus Fruit. Interest was expressed in research
on the factors whicih influence the medium and long-term trends in demand, and in the
work on standardization and methods of analysis of citrus products, which could
contribute considerably to the future expansion of the markets for citrus fruit.

(v) Apples and Pears

Situation and Outloock

135. The biemnial production cycle in Buropean fruit crops continued with another
sharp downward movement in output of apples and pears in most Buropean coumtries,

This crop deficit in importing countries substantially strengthened import demand,

and export shipments during the latter part of 1961 were much higher than a year
earlier. In addition, apple and pear prices in Burope rose appreciably at the beginning
of the new crop year and seasonal averages could be expected to be higher than the

Year before. In the United States, on the other hand, the increased availabilities

this season resulted in slightly lower prices. Southern Hemisphere production was
slightly highexr in 1960/61, and there was no marked change 'in exports. :

Study on Apples

136. In considering the substitution relationships hetween apples and other fruits
in international trade, and the growing problems of the world apple indusiry, the
Committeo requested the Divector-General to undertzke a comprehensive study of recent
world developments and the outlook for the production of and demznd for apples.

(e) Bananas

Situation and Outlogk

137. Tae world banana trade, after a long period of coatinuous expansion, probubly
did not increase further in 1961, bdut remained at the level of the previous year,
Altheough imports into Europe rose further to new records, this could not fully offsget
the fall in imports into the United States and Canada. Lower United States imports
mainly affected shipments from Ecuador, which, as a consequence, suffered a setback
for the fiist tinme since 1956, Bananae prices, which had already showm a tendency to
decline for a number of years, were charply depressed in all countries in the autumn
and winter of 19860, reflecting tke stiffening competition from bumper crops of temperate
fruit in importing . . ntries. Quotations recovered in February/March 1961, but began
to rise more strongi, in the autum. They were expected to remzin at these higher
levels un$il the fall of 1962,
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() Dried Fruit

Situation and Outlook

138. The world dried fruit economy had recovered from the previocus year's unusually
low output caused by very light crops of raisins and dried prunes. Horld supplies

of raisins in the 1961/62 seapon, estimated to be in the neighborhood of 530,000

tons, vwere well above average though not entirely reaching the record level of 1959/60.
Output of currants was fractionally above last year's level. With satisfactory crops
harvested this year in Yugoslavia and France, following the crop failure in 1960/61,
world production of dried prunes returned to average levels while dried fig output
showed an increase for the fourth year in succession.

139. World itrade in dried fruits which, as a result of the reduction in supplies,
contracted considerably in the previous year and fell by as much as 15 percent in

the case of raisins, was expected to be higher in the present season. This was likely
to be true especially of raisins, of which the volume moving in international trade
was likely to be substantially above the average of recent years. Raisin prices,
however, fell rapidly in September 1961 when the large Northern Hemisphere orop
reached the market and were soon back to the low levels of the summer of 1960. 1In
view of the deteriorating price situation and in expectation of very keen competition
on export markets, various measures to stimulate marketing and in some instances
support prices were taken in Oreece, Turkey, Australia and the United States. However,
no substantial improvements were expected in the remainder of the 1961/62 season.

140, Apart from the prospect of some increase in trade in dried prunes in the
current year, no major changes were likely t¢ occur in trade in other dried fruits.



Te Fibers and Rubber
(a) Cotton

Situation and Qutlook

141. World supplies of cotton in 1961/62 were virtually unchanged. Stocka werse
fractionally higher, but the downwarc. trend in those of the United States continued.
World production was very slightly lower than during the previous season, since
Mainland China was reported to have harvested an even smaller crop, and crop failures
were reported from Egypt, India and Uganda. These were only partly offset by beiter
crops elsewhere, notably in Brazil, Sudan, Greece and Turkey,

142, Mill consumption continued at roughly the same rate as in 1960/61, with

recovery in the United States, despite a sharp rise in man-made fiber usage. In
Western Burope, Japar and India, however, expansion somewhat slowed down. The volune

of international trade fell slightly short of the previous season's reoord level, as the
impetus to build up stocke in importing countries lessened. The contraction in irade
was reflected in greatly reduced exports from the United States, which had acted as the
world's residual supplier for eome years. Lower export availabilities also reduced
shipments from Mexico and Egypt, but exports from other couniries rose.

143. Prices of short and medium staples advanced throughout 1961 and the early part
of 1962, rising considerably above the level of rayon staple prices. Those of long and
extra~long staples, on the other hand, weakened perceptibly despite damage to the

Egyptian crope.

144. After showing no change during the previous season, world stocks were believed
likely to be lower in August 1962 than a year earlier. On the basis of acreage
allotments, the United States crop was likely to fall slightly short of the present
season's level, but substantial increases were expected in Egypt and India, and possibly
in Africa, the USSR and Mainland China. The basic loan rate for American upland cotton
remained unchanged., The export subsidy was expected to continue at 8.50 cents per lb.
With cotton again more expensive than rayon staple, competition from man-made fivers was
likely to become more intensive.

Intergovernmental Congultations

145. At its 20th Plenary Meeting, held in Tokyo in May 1961, the International Cotion
Advisory Committee (ICAC) suggested that governments should give consideration to the
avoidance of excessive fluctuations in world cotton prices; to the fixing of support
prices at levels which would leave cotton competitive with other fibers; to the
maintenance of export taxes at their lowest possible level, and of changes therein to the
barest minimum; and to the timely announcement of any changes in their cotton policy

generally.

146, At the meeting on Arrangements Regarding International Trade in Cotton Textiles
held in Geneva under the auspices ol the General Agreement on Tariffs and Trade (GATT;

in July 1961, a Provisional Cotton Textile Commitiee was set up to supervise the working
of the provisiocnal arrangements brought into force for the year beginning 1 October 196,
These provided for incressed access by exporting counitries to markets at present subject
to restrictions, and for restrzint by exporting countries to aveid disruption in import
markets, Longer-term arrangements, covering a further pericd of five years, were drawn
up in Februsry 1962,
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(v) Hool

Situation and Outlook

147. World wool production in 1961/62 set a mew record, fractionally above the level

of the previous two years. The Australian clip recovered, despite continued drought

in parts of New South Wales and Queensland, and some increase alsc took place in the c¢lips
of New Zealand and South Africa, Total supplies in producing couniries remained
virtually unchanged, since opening stocks were lower, the heavy carryover accumulated

in Argentina and Uruguay during 1960 having moved into export trade during the 1960/61

EeEET. T T _’ R

148. Yorld wool consumption in 1961 was probably a fraction higher than the all-time
peak reached in 1960, although the dampening effects of recession which persisted well
into the year limited United States consumption. In the United Xingdom, mill consump—
tion remained slightly below the already reduced level of 1960, and the rate of
expansion slowed down considerably elsewhere in Western Euxrope. In Japan, on the

other hand, mill consumption greatly exceeded the previous year's level, and advances
also %ook place in Argentina and Uruguay with rising exports of tops. The proportion
of virgin wool consumed in woollen and worsted mills continued at 60 percent, rising

to 61 percent in the last quariter. The volume of international trade expanded in 1961,
with heavy South American sales o Western Burope and Japanese purchases from Australia,

149. A modest rise in prices during the early months of 1961 terminated at the end

of the 1960/61 season, and a downward tendency became apparent during the first pard

of the 1961/62 selling season., Slightly firmer prices prevailed during the first
quarter of 1962, but any advances were confined to prices of merinos, which in contrast
to earlier years, had in 1961 advanced more rapidly and fallen no more steeply than
those of crossbreds. In recent years, competition from synthetic fibers appeared to
have set a limit to price advances, while support schemes and exchange manipulation had
prevented declines below certain minima.

150, With wool textile activity in the principal consuming countries showing signs of
revival at the end of 1961, prospects for 1962 appeared favorable. Hill consumption
in the United States was expected to rise by some 8-10 percent, although increases in
Western Burope and Japan were likely %o be more modest. World consumption in 1962
might thus remain at or near its present high level., Commercial stocks in consuming
countries on 1 January 1962 were at their highest level in ten years, but some tendency
to de-stock had recently become apparent and changes in the volume of world trade would
therefore depend on the imports of the United States and the Sino-Soviet area. Al though
more intensive competition from synthetic fibers made a significant Tise in wool prices
unlikely, greater stability might be expected with a more regular pattern of wool
textile activity.

151. In its report published in March 1962, the Committee of Enguiry appointed to louk
into wool marketing in Australia rejected suggestions for a reserve price system and
recommended the retention of present methods of sale by auction.

(e¢) Jute

Situation and Outliook

152, The 1961/62 jute season, following upon a period of scarcity, was one uf
abundant supplies and consequently lower prices. With much larger areas planted to
jute in the main producing countries -~ Pakistan and India - world output was sub~
stantially larger than in 1960/61 and reached a new record. However, the quality of
the crop was reported to have suffersd, especially in India., Outside Pakistan and
India, production of jute, kenaf and other substitute fibers continued to expand,
notably in Brazil and Thailand. World mill consumption in 1961/62 was expected to be
somewhat higher than in the previous year, mainly as a result of a large increase in
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Pakigptan, where mill oonsumption in 1960/61 had declined for the firet time since the
industry was founded., With =tooks depleted in consuming countries, world trade in
jute in 1961/62 waa expected to be larger than in the previous season.

153, As a result of the bumper ocrop, prices declined sharply and the measures
introduced by the Governments of India and Pakistan %o deal with the shoritage became
superfluocus, In India ninimum prices were reintroduced and the Tndian Jute Mills
established a buffer atock, In Pakistan the Government enforced minimum export
prices under provisions for export price control, alihough some reduotions were made
in the minimum levels,

154, Despite the decline, prices in the producing countries during 1961/62 may
have been sufficiently high to induce another large orop in 1962/63. In view of the
sluggishness of demand at the prevailing prices, however, it was doubtful whether this
could be absorbed by the world's jute mills without strong pressure on prices =mnd a
corresponding strain on the rescurces of governments or other bodies responsible for
maintaining returns to producsrs.

Preparations for the ad hoc Meoting on Jute

155, The Committee was informed that, while preparations were in hand for the

ad hog meeting on jute for the consideration of the desirability of establishing a
study group on jute, it had not been found posaible %o convene this meeting vrior to
the ourrent seasion of the Committee, :

156, The Committee agreed to the proposal of the Direotor~-Ueneral and of the
Executive Secretary of the Economio Commission for Asia and the Far East (ECAFE) that
this ad hoc meeting on jute should be sponsored jointly by the two organizations,

The Committes was informed that the ECAFE Secretariat found it difficult to arrange
to hold the meeting in Bangkok, the Headquarters of ECAFE, before December, The
Committee requested the Director-General to renew his consultations with ECAFE and to
make every effort to convene the ad hooc meeting at an earlier date,

(a) Hard Fibers

Situation and Outloock

157. World produotion of all hard fibers in 1961 remained virtually unchanged for
the third year running, expansion in sisal and henequen offeetting a decline in abaoa
and minor fibers, Abaca production, largely confined to the Philippines, had fallen
off sharply since 1959, as a result of contracting cultivation, mosaic disease and
typhoon damage, Expansion in sisal production took place mainly in the main producing
areas, Tanganyiks and Bragil, Expansion in henequen was confined to Mexico.

158, Demand for bard fibers was less bucyant in 196) than in 1960, The subatitution
of synthetio fibers for high-grade abaca was accelerated by the shortage of Philippine
Davao, whilst other grades lost ground to sisal, Nevertheless, spimners! demand for
sisal, especially in Western Burope, was lower than antioipated, mainly on aoccount of
their unwillingness to hold stocks of either twine or fiber, During the final guarter
of 1961 Brazilian sisal displaced East African in a number of important markets.

Demand for spinnable henequen by Mexican mills increased, while exports of padding fiber
to the United States almost doublead,

159, Prices of all hard fibers desclined throughout the greater part of 1961, the
steepest falls oocurring for sisal and non-Davao abaoca, They roached their lowest
levels in three years towards the end of 1961, but some revival in demand was reflected
in recovery during the first quarter of 1962,

160, The year 1962 opened with higher producer 8tocks, especially of henequen and
lower-grade sisal, but any expansion in world production was likely to be marginal,
only Tanganyika and Brazil showing sizable inorements, Total supplies were thus
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unlikely to increase substantially over 196l. Given a continuing high level of
economic activity in Westerm Burope and Japan, and normal grain and hay harvests, the
improvement in prices apparent during the first guarier of the year might go on. In
the longer-term, world demand for hard fibers would depend primarily on the progress
of mechanization in agrioulture in less developed countries, and on new fiber uses
unconnected with the cordage industry. Under both heads, demand would probably expand.
A recovery in abaca production in the Far Bast and further exzpansion in Brazilian sisal
output were planned by the governments concerned,

Preparations for the ad hoc meeting on Hard Fibers

161, The Committee was informed that the CGovermment of Tangenyika had invited the FAD
to convene the planned Ad Hoc meeting on Hard Fibers in that country and expressed its
appreciation of this generous offer, The Commititee was informed that the meeting was
likely 1o be convened in January 1963, in view of difficulties encountered by the
Government of Tanganyika in malring arrangements for an October date as originally
envisaged.

{e) Hubber

Situation and Outlook

162. World demand for eclastomers (natural and synthetic) continued to increase in 1961
(despite a further sharp contraction in the United States) but at the slower rate of
about 5 percent, compared with 8 percent in 1960, Substitutions of synthetic rubber

for the natural product continued, World consumption of natural rubber in 1961 was
slightly larger than in 1960, but below the level of 1959. On the other hand, production
of natural rubber recovered in 1961 from the previous ysar's setback to a new record
level and a small surplus developed in part as a result of a fall in demand in some
industrialized countries., World trade in natural rubber increased in 1961 with ship-
mente to the Sino-Soviei area reaching record levels.

163, The steep fall in natural rubber prices, which had set in during 1960, was
arrested early in 1961, but prices remained at low levels during the first nine months
of 1961, often below the minimum at which sales from United States and United Kingdom
non-commercial stocks were allowed under the sliding scale drawn up in September 1959,
The original axrangements were modified in October 1961 to permit some sales at lower
prices and this exerted an appreciable dowmward pressure on market prices during the
final quarter of 1961. However, deliveries from non-—commercisl stocks during the whole
of 1961 amounted to only about 30,000 tons, compared with 159,000 tons in the previous
Year. Early in 1962 it was announced that non-commercial ‘stocks of natural rubber held
by the United States Government on 31 December 1961 amounted to 1,110,000 tons, of which
347,000 tons were judged to be surplus.

164. Demand prospects for all elastomers in 1962 appeared quite favorable with recovery
in the automobile and furniture industries in the United States and the continued growth
of motor manufacture elsewhere, However, the level of consumption of natural rubber
would depend on the rate of expansion of synthetic rubber capacity and on relative prices
of natural and synthetic rubber. Some rise in the output of synthetic rubber was almost
certain and it was expected that in 1962 the consumption of synthetic rubber would, for
the first time, exceed that of the natural product., Prices of natural rubber may well
Temain under pressure but with more high yielding trees coming to maturity, especially

in Malaya and Ceylon, and with continuing political stability in Indonesia, world produc-
tion of natural rubber may agein show a slight increase,

Intergovernmental Consultations

165 While no plenary meeting of the International Rubber Study Group was held during
1961, the Management Committee continued to study measures designed to reduce fluctuations
of natural rubbver prices, The Sixteenth plenary meeting of the Group is to take place
in Washington at the end of May, '
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166, The Committee re-affirmed the request made at ite last Session that FAO should
maintain oloser relations with the International Rubber Study Group and that developments
in the field of both natural and synthetic rubber should be followed and reported to

the Committee.

8. Pishery Products

Situation and Outlook

167, The world catch of fish oontinued to increase in 1961, and a new record of over
40 million tons was reached, Substantial gains were repoxrited by all the major
fishing countries, Japan, the United States, U,5,3.R.,, Mainland China and Peru, with
the increase in the catch of the last country again being exceptionally important.
Production also rose in Canada, Italy, Iceland and Denmark, and the exportis of these
countriee were generally up, although marketing difficulties for Icelandic frozen fish
were encountered during the year, Catches by the United Kingdom and the Federal
Republio of Germany however, were lower than in 1960.

168, Figh prices in Burope were generally firm, and United States prices were
genarally above 1960 levels. In the fishmeal indusiry, more orderly marketing

oonditions appeared to have been restored, and forecasts for 1962 were generally
optimistio,

169, The development of marine fishing by the major producing countries continued
to be striking, especially in Peru, Japan and the U,3.5.R., and important progrees

was aleo being achieved elsewhere in South America, Africa and Asia, Conpetition on
traditional fishing grounds might tend to sirengthen in the future, while the further
development of high-seas fishing by the major producing couniries might mean that they
would be increasingly exploiting the same grounds as the fleets of less developed
countries, New intergovernmental machinery might well have to be evolved to meet
this sitvation,

Intergovernmental Consultations

170, The Orgenigation for Economic Cooperation and Development (OECD) is
ooncentrating on examining price and other support measures in its member-countries,
and is alsc reviewing the special problems encountered by Iceland in marketing its
fishery products,

171. A Regional Fisheries Commission for Western Africa was established by FAQ in
1961, The Eleventh Session of the FAC Conference also autborized the establishment
of a Regional Pisheries Advisory Commission for the South-West Atlantioc. Both these
bodies aim at promoting the welfare and development of fishery industries, and at
improving co-ordination of policies on a regional basis,

9, Forest Products

Situation and Outloolk

172, . In Europe, the U,S,3,R, and North Amerioca the recent trends of rising
industrial wood removals and falling fuelwood removals were maintained in 1961, and
similar movements probably occurred in other regions of the world. Production in
tropical forest regions again rose im 1961, in part to satisfy-domestic requirements
and in part to provide greater exports to the prinocipal markets of Western Europe and
Japan,
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173. Dospite high levela of consumption of sawn softwoods in Europe, export
availabilities tended to exceed demand and there were marked price falle in mid-summer
1961y however, the prospects were good for a better bhalance in 1962, Further
increases in consumption of sawn softwoods were also expected in North Amerioca.

The hardwood trade, particularly of Burope, continued to grow strongly in 1961, and
exporting counitries in Africa and Asia accordingly benefited. The harvesting of
tropical timbers was, however, becoming increasingly costly.

174, Production and consumption of pulp continued to grow in all regiong in 1961
with the fastest rate of growth again in Asia, Both Buropean imports and exports
fell, but there was some improvement in North American exports. Current over-—
capacity of woodpulp was not, however, apparently discouraging the plamning of further
large e¢xpansion in BEurope, North America and the U,S.S.R. In the less developed
countries at present importing pulp and paper, external payments considerations were
often an important reason for low consumption, and many countries in this group had
projeots for mills which, where possible, would use locally awvailable wood materials.
The particle board indusiry continued to grow strongly, although over—capacity in the
fiverboard industry in North America and Western Burcope was already seriocus,

Intergovermmental Consultations

175. In October 1961, the Timber Committee of ECE discussed the European and
North American markets for sawn sofiwood, hardwoods, pulpwood and pitprops. A4s mew
projects, it decided to consider economic aspects of, and productivity in, the
vwood-processing indusiries, and to study selected economic problems in the production
and utilization of fiberboard and particle bhoard,

VI. MATTERS RELATED TO THE EXPORT CROPS OF PARTICULAR REGIONS

1. African Expori Crops

176. The FAO Conference had included the following paragraphs in the operative part
of Resolution No. 6/61 on the Africa Survey,

"THE CONFERENCE

"Requests further that the Director-General, in cooperation

with the CCP, siudy ways and means of encouraging the
development of African countries, by helping them to solve

the problems of the marketing of export agrioultural comnodi ties,
with special reference to the terms of trade, and

"Invites the Director-General to publish the results of such
a siudy".

177, The Conference had also requested the Director-General "to give consideration,
in the light of work already planned by him in this conneotion, to the preparation of
studies on national and international stabilization measures for African Export Crops,
with special reference to the role of marketing boards and national stabilization funds,
gn pursuance of Resolutions Nos, 25 (III) and 29 (III) of the UN Economic Commission

or Africa.

.178. In considering follow-up actions under these Conference requestis, the Committee
was informed that work undertaken by the Secretariat in response to the above-~quoted
ECA resclutions included the preparation of a series of papers reviewing national and
international stabilization measures for selected African export crops, to be presented
to an Afriocan Commodity Stabilization Meeting which was being convened under ECA
auspices in Lagos in June 1962, Reference was also made to papers prepared for the
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Joint CICT/CCP Session on marketing boards for export orops in developing countries

document CCP 62/21) and commodity stabilization funds in the French Frano Area
idooument Hi 62/22;. The Committee commended the work dome so far and noted that
further work might need to be done in these fields, 4o be specified further in the
light of discussions at the fortheoming Joint Session.

179, At the same time, the Comnittee concluded that, in addition to studies of
the kind referred to in the preceding paragraph, the terms of reference formulated
for work on African export crops im the above~guoted Comference Resolution Weo, 6/61
also called for the study of problems of African export commodities in relation to
broader problems of the African economies, with special reference also to the terms
of trade and prospects for stable foreign exchange earnings at adequate levels,

The Committee noted that any more comprehensive studies on these guestions, if they
were to be ready in time for presentation to the nex% Conference session, would
need to be started prior to the next session of the Committee, In the circumstances,
the Committee requested the Direotor-General to proceed in the matter at his own
discretion, once the requirements for additional work had become clear in the light
of the results of the related studies now in preparation. The Committee decided to
consider these matters further at its next session.

2, Mediterranean Bxport Crops

180, The FAO Conference had included the following paragraphs in the operative point
of Resolution No, 16/61 on the Mediterranean Development Project.

"THE CONFERENCE
ess e aaﬁcommds’ in par'tioula.r

(¢) that the Committee on Commodity Problems examine
the advisability of studies being umdertsken on
trade in Mediterranean commodities,

(d) that the Expert Group on Mediterranean Questions
consider the advisability of studies being undertalen
on the establishment of a "oold chain, such studies
to be carried out in olose oco-operation with ECE and
OECD and other interested intemmational organizations,"

181, As to operative clause (o), the Committee noted that, of the main export
commodities of the Mediterranean region, adequate coverage was being provided for
olive oil, through the Imternational Olive 0il Counocil, for oitrus fruit through

the FAQ Group on Citrus Fruit and, to some extent, for fresh fruit and vegetables
through the activities of regional organizations, Reference was also made to the
work of the International Wine Office and of the International Cotton Advigory
Committee, With respect to one commodity of partioular importance to the Mediterranean
region, namely tobacco, the Committee felt that problems of -this comnodity should be
ocnsidered when resources were available to the Seoretariat for carrying out a study
of this commodity, The Committee agreed that, when such & study became possible, it
gshould not be limited to the problems of the tobacco~producing countries of the
Mediterranean region but should also embrace those of other regions,

182, As to operative clause {d), the Committee drew attention to the interest
previously shovm in these guestions by the FAO Group on Citrus Fruit which, it was
requested, should be kept in touch with plans for studies or actions under this heading,
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PART THRSE

HORK OF THW CCP AWD RELATED wmarlTERS

VII. ARRANSE.SNIS FOR DESSI0HS OF THE UCP «ND OF CCP CONEODITY GROUPS

1 Documentation for the CCP

183, The Committee was impressed with the high guality of the documentation
but noted that it had not been possible for delegates to benefit fully from
the excellent papers prep.red by the Secretariail because most of them bad not
been distributed sulfficiently in advance of the Session. The Commities
therefore decided to give some consideration to matters relating to the
preparation, translation and distribution of documents. [or this purpose it
appointed a Working Party and the conclusions reached by this group have

been incori:-orated in the present revowt.

184. The Committee analyzed in detail the list of the documents prepared
by the Secretariuzt for the Thirty-Fifth Sesasion of the CGCP. ihenever
possible the Secretariat bad already taken the initiative of reduoing the
amount of doouments when it felt that this did not conflict with the
officient carrying out of the Committee's work. The analysis made by the
Committee indicated that it would not have been possible for the Secretariat
to reduce further the amount of documents prepared. Some members of the

CCP felt that on some items governments might have needed even more complete
information than the Secretariat had been able to prepare. It was recogniszed
moreover that the work of the Secretariat had been made heavier this year

by the preparation of the documentaiion reguired for the Joint Session of
the CCP and the UN Commission on Imternational Commodity Trade. While,

on the one hand, such a need is not likely to occur again in the near
future, it was also recognized that for the next scesion of the CCP an
inereasing volume of documents might be required for certain items of the
Agenda.

185, The Committee pointed out that these documents served as a basis
for its deliberations and assisted delegates in the’iw gtatements and in
reaching conclusions. Their value for these purposes would be seriously
impaired if delegates did not have sufficient time to obtain the advice

of their administrative and technical services and receive instructions
from their governments. The Committee concluded that it was thus essential
Tor delegates to receive all documents not less than four weeks in advance
of the opening of the CCP session. The Committeec stressed that this
particularly applied to documents dealing with policy matters and basic
documents such as the annual Review, but recognized that the timely distridbu-
$ion of certain topical documents had to be reconciled with the need for
them to contain current information.

186, The Comnmittes considered that the solution of the problem of
preparing the necessary docwasntation, having regard to the timeliness

of the information supplied and the need of preparing the texts in three
languaes, necessitated both earlier completion of the documents by the
technical divisions concerned and speedier procedures for transleation,
progcessing and distridbution. In particular, ii was essential for the
interval between cut-off dates for manmuscripts of highly topical documents
and dates of their final issue (o be reduced by all nossible means.



187. It was realized that thess matiers were not specific to the Committes
on Commodity Problems and that they should be ocnsidered for the services of
translation, processing, and distribution for the Organizatioun as a whole.
The need was, therefore, felt to draw the attention of the Counoil to the
desirability of a detailed study of the present system with a view to finding
ways and means by which improvements could be obtained in the programming and

processing of documents,

2. Thirty-Sixth Session of the CCP

188, The Comimittee requested the Director-General to make arrangements, if
practicable, to convene itsg Thirty-Sixth Session in May or June 1963, also
bearing in mind the desirability of aveiding an overlap with the Eleventh
Seasion of the CICT as well as the advantages to many delegations of holding
the CCP and Council session consecutively. A session lasting about ten
working days should be envigaged.

189, The Committee decided that its draft agenda for the Thirty-Sixth Seassion
should include the items set out in Appendix B to this Repert, together with
any matters that might arise subsequently out of Council decisions or other
developments.

190. The Commitiee also agreed that at its Thirty-Sixth Session it would
consider how the agenda of its future sessions should be arranged, in order
to enable it to concentrate its discussions more effectively on matters of
major importance, and o review again the question of documentation Tequired
in support of the agenda,

3. Sessions of CCP Commodity CGroups and Ad Hoc Meetings

1381. The Committee was informed that Seasions of CCP Commodity Group and
ad. _hoc meetings were being scheduled as follows:

Place Date

FAO Cocoa Study Group Montreux 22-28 May 1962
Fifth Session

FAC Group on Grains Rome 12-21 June 1962
Seventh Seassion

FAO Group on Citrus Fruit Undetermined Second Half 1962
Third Session

Ad hoc Meeting omn Jute Bangkok Before the next

Sesgion of the CCP

4d hoec Working Group on Rome Second Half 1962
Dairy Products

Ad hoc Meeting on Hard Fibers Tanga January 1963

CCP Consultative Sub-~Committee on the
Zconomic Aspeocts of Rice Tokyo February/March 1963
Seventh Session

FAO Uroup on Coconut and
Coconut Products Undetermined Undetermined

Fifth Session
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VIII. OTHER HMATTZRS

1. Definition of the Term "Commodity Study Group"

192 The Committee considered the definition of the term "Commodity Study
Jroup" which had been formulated by the Committee on Constitutional and
Legal Matters (CCLH) in its report to the Eleventh Session of the Conference
(C 61/28 para. 25). The Committee noted that the Conference had requested
the CCP to submit its comuents on the proposed definition to the Council.
After some discussion, the Committee decided to place this item on the
agenda of its next Session.

2. Promotion of Consumption

193. In the discussions under Item VII of the agenda, concerning rice,

citrue fruit and apples, the question was raised as to the part which FAQ

might play in special programs designed to stimulate consumption of these
ocommodities, The Committee requested the Director-General to give consideration
to the broad policy issue of what FAO's role and function should be with

respect to such special progrems related to single commodities or commodity
groups, and to inform the Committee of his views at its next session.



APPENDTIX A

ASPECTS OF 00D aTb FROGRAMS REQUIRING FURTHLR STUDY

(Extract from the Repoxrt ¢f the Thirty-Fourth Session of the CCP)

33., ctesecrinn

1. The importance and uryency of the challenge of an expanded international
aid program for econonic and social development and For humanitarian relief.

2. The scope for an effective food aid program as an important element, on
certain conditions, in such an expanded international aid program, with
speclal reference also to the need for further consideration of:

(i) +the extent to which "food aid" should be regarded as a concept
wider than that of surplus utilization; snd the possible resulting
need for a re-examination of the definition of "surplus disposal';

(ii) the complementary character of aid in kind and other forms of aid,
and the resulting imglication that an expanded program of overall
aid was an essential prerequisite of an expanded program of food
aid;

(1ii) the relative merits of food aid and other forms of aid within a
given volume of total aid.

3. The importance of planning food aid programs in close connection with
national development prosrams and with reference to periods of sufficient
duration to allow for effective planning.

4. The scope for surplus utilization, along lines consistent with the Fa0
Principles of Surplus Disposal and Guiding Lines, as an important source
of food aid.

5. The importance attaching to the safeguards for the avoidance of
interference with normal patterns of international trade and to the
need for ensuring that the scale and continuity of agricultural
development programs in recipient countries should not be adversely
affected.

6. The eccaomic and technical implications of encouraying shifts in the
commodity-composition of supplies available for Tood aid, having regard to:

(i) the need for an elemcat cf continuity in food aid Programs;
{(ii) the safeguarding of normal patterns of international trade, and
(iii) the avoidance of the creation of new surpluses or of surplus capacity.
T. The importance of well-devised national food reserve programs, particularly

in developiny couniries, and the nsed for adequate provision for emergency
and humanitarian relief through international channels. '
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8. The adhantages that might result from suitable arrangements being made
for some degree of multilateral coordination of bilateral programs, in
view of the likelihood of a large, cor dominant, share of food aid
continuing to move undex such programs.

9. The desirability of ensuring the success of a multilateral food aid
program by beginning on a relatively modest scale with emergency sid
and selected pilot projects, and expanding the program when experience
and funds permit, and as wider cooperation is obtained.

10, 'The organizational aspects of an expanded food aid program, with
special reterence to the need for further study of:

(1) the desirability or otherwise of multilateral coordination
of bilateral programs; and

(ii) the beginnings of a multilateral program of food aid.
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APPENDIX T

DRAIT PROVISIOUAL AGEHDA OF WHE THIRTY-SIXIH

SK35I0N OF THE CCP

A. List of lain Acenda Idems

I. Adoption of Provisional Agenda
II. Reporta of the Council and of FAO Regional Conferences
IXI. General Debaie on the World Agricultural Commodity
Situation, Problems and Policies ~ Initroductory
Keynote Statements
IV, Agricultural Commodities -~ Projections for 1970
v. Food Aid and Surplus Utilization
VI, HMatters Relating to Individual Commodities
VII. QNational and International Commodity Pélicies

VIII. Relations with Other Bodies

IX. Suggestions for a Concerted Attack on Commodity
Problems

X Mature Work of the CCF and Related Llatters
XI. Main Conclusions and Recommendations of the Session

AIT. Any Other Business
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II.
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B. Detailed List of Agenda Items

Adoption of Provisional Agenda

Reports of the Council and of FAQ
Regional Conferences

General Debate. on the World
Agricul tural Commodity Situation,
Problems and Policies - Introductory

Keynote Statements

Apgricultural Coumodities -~
Projections for 1970

Food Aid and Surplus Utilization

l. Periodic Reports and Related
¥atters (CSD, WiP and other)

2. Special Studies

Matters Relating to Individual
Commodities

1. Review of Individual Commodity
Problems

2. BSpecial Aspects
3. Hatters Relating to the Export

Crops of Particular Regions

Hational and International Commodity

Policies

1. HNational Agricultural Price
Stabilization and Support
Policies

Viil.

1X.

Xa

XII.

2. Regional Policies for
Economic Integration

3. National and International
Commodity Stabilization
Pechnigues and Arrangements,
includings:

a) National Marketing
Boards and Stabilization
Funds

b) Summary Review of Recent
Studies and Consultations
(including Compensatory
Financing

Relationg with Other Bodies

Sugoestions for a Concerded
Attack on Commodity Problems

1. Review of Lessouns to Date

2. Burvey of Intergovernmental
Activities in the Commodities
Meld

Fature VWork of the CCF and
Related liztters

Main Conclusions and Recommendations

ol the Session

Any Other Business
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APPENDIX C

LIST OF MEMBER NATIONS AND INTERNATTONAL, ORGANIZATIONS
REPRESENTED AT THE THIRTY.FIFTH SESSION.

Chairmant Viggo Andersen (Denmark)
Vice-Chairman: Octavio A. Dias Carneiro (Brazil)
Vice~Chairmans Clément Anet Bilé {Ivory-Coast)

MEMBERS OF THE CCP

ARGENTINA

H. Bermardo

Conse jero Econfmico ante las
Naciones Unidas

Nueva York

V. Brunini

Conse jero Agricola
Embajada de Argentina
Homa

0. 8. Ventura

Agesor del Ministerio

de Relacionea Exteriores
Buenos Aires

A. Di Fulvio

Secretaria de la Delegacidn
Emba jada de Argentina

Roma

AUSTRALIA

A, C.B. Haiden

Director

Pureau of Agricultural Economice
Canberrs

P.P. Donovan
Counselloxr

Embassy of Australia
Rome

S. Harris

Assistant Commodity Policy
Officer, Department of Trade
Canberra

M. McKeown

Third Secretary
Embassy of Australia
Rome

MEMBERS OF THE CCP (Cont'd)

BRAZIL

O. A. Diss Carneiro
Ambassadeur

Minigtdre des Affaires
Etrangdres

Rio de Janeiro

A, de Viana

Minister for Economic Affairse
Embassy of Brazil

Rome

P. Flecha de Lima
Assistant Resident
Representative to FAOQ
Embassy of Brazil
Rome

Magdalena Begina Elias
Auxilisire de la D&légation
Ministério das RelagGes
Exterioresa

Rio de Janeiro

J, Coelho Monteiro

Third Secretary

Ministry of Foreign Relations
Rio de Janeire

CANADA

F. Shefrin

Chief

Prices and Policies Sections
Economics Division -
Department of Agriculture
Ottawa

M.3. Strong
Commercial Secretary
Embassy of Canada
Rome



MEMBERS OF THE CCP (Cont'd)

COIOMBIA

M, Uribe Uribe
Ministro Consejero
Embajada de Colombia
Roma.

DENMARK

V. Andersen

Agricultural Counsellor
Danish National FA0 Committee
Copenhagen '

H.,J. Kristersen

Head of Section
Ministry of Agriculture
Copenhagen

C.V. Hansen
Agricultural Coumsellor
Embagsy of Denmark
Rome

FRANCE

G.H. Janion

Contrfieur d*Etat au
Ministdre des Finances el des
Affaires Economiques

Paris

A, Pierre-Duplaix
Administrateur

Ministdre des Finances et des
Affaires Fconomigues

Paris

P, Blmanowsky
Administrateur Civil
Ministdre de l'Agriculture
Paris

GERMANY

J. Hohrbach

Senior Counsellor

Head of FAQO Bureau
Federal Ministry of Food,
Agriculture and Forestry
Bonn

Irene Haas

Counsellor

Federal Ministry of Food,
Agriculture and Forestry
Bonn

~ 47 -

MEMBERS OF THE CCP (Contt'd)

GREECE

H. Olympitis

Directour du Ministdre
de lt'Agriculture
Ath3nes

N.K. Oikonomocu
Commercial Secretary
Embassy of Greece
Rome

INDIA

Maharaj Krishan

Firet Secretary (Agriculture)
Enbassy of Indils

Rome

INDONESIA

S. H. Prakoso
Under-Secretary

Ministry of Agriculture and
Agrarian Affairs

Djakarta

I. Sumadi
Agricultural Attaché
Embassy of Indonesia
Eome

R.B, Koesoemonegoro

Pirst Secretary (Commercial)
Embassy of Indonesia

Rome

ISRAKL

E.L. Samuel

Economic Adviser
Ministry of Agriculture
Tel-Aviv

ZIVORY-COASE

C. Anet Bilé

Député Assemblée Wationale
Abidjan

T. Oka Koffi

Chargé de Miasion aun
Minigtdre de 1'Agrioculture
Abidjan



- 48 -

MEMBERS OF THE CCP (Cont'd)

JAPAN

R. Iwashita
First Secretary
Embassy of Japan
Rome

Z. Yamaguchi

Senior Staff

Office of Counsellor for
International Co-operation
Ministry of Agriculture and
Foresiry

Tokyo

MEKICO

A.L., de Ortigosa
First Secoretary
Embassy of Mexioco
Rome

MOROCCO

A. Sbihi

Ministre Plénipotentizire
Représentant Permanent du
Maroc auprés de la FAQD
Ambasszsade du Maroo

Home

A M. Guédira

Directeur de 1'Economie Agricole
Ministdre de 1'Agriculture

Rabat

H.A, Tazi

Inspecteur Agriculture
Division Eocnomie Agricole
Ministdre de 1'Agrioulture
Rabat

NETHERLANDS

H., Riem

Head, World Organizaiions Branch
International Economic Co-operation
Division

Ministry of Agriculture and
Fipheriesa

The Hague

M.F, Hofman

Assistant

World Organizations Branch
Ministry of Agriculture and
Fisheries

The Hague

MEMBERS OF THE CCP (Cont'd)

NEW ZEALAND

A.W, Broadbent

Hevw Zealand Trade Commissioner
in the United States

Embassy of New Zealand
Washington, D.C.

B.F, Belt

First Secretary

External Affairs Department
Hellington

W.E,B, Tucker

Asgistant Trade Commissioner

and Second Secretary (Commercial)
Office of the High Commiassloner
New Zealand House

London, W.C. 2..

PAKISTAN

N. Ahped
Agricultural Attaché
Embassy of Pakistan
Rome

SPAIN

G. Escardd
Agregado Agrdnomo
Embajada de Bapana
Roma

THATILAND

Luang Sriprija

Deputy Under-Secretary for
Economic Affairs

Ministry of Eoconomic Affairs
Bangkok

M.L, Chuanchuen Kambhu
Director-General

Department of Economic Relations
Ministry of Economic Affairs
Bangkok

V. Nivatvongs

Chief of

Economic Planning Diviasion
Ministry of Economio¢ Affairs
Bangkok

C., Dhanomkulbutra

Chief

Agrioultural Ecconowmics Division
Ministry of Agriculture
Bangkok



g

MEMBERS OF THE CCP (Cont'd)

UNTPED KINGDOM

C.F. Pennison
Assistant-Secretary
External Relations Division
Ministry of Agriculture,
Fisheries and Food

London

Sheila Campbell
Principal

Ministry of Agriculture,
Fisheriesz and Food
London ’

UNITED STATES OF AMERICA

I1.R. Hedges

Agsistant Administrator
Foreign Agricultural Servioce
U.8. Deparitment of Agriculture
Washington, D.C.

¥ O H ¥ XK O X X K H X K X N K

OBSERVER NATIONS

BELGTUM

A.J. Hubert

Ingénieur Prinecipal

Chef de Service au Ministére
de l'Agriculture

Bruxelles

H. ds Theulegoet
First Secretary
Embassy of Belgium
Rome

CENTRATL, AFRICAN REPUBLIC
A.E, Regnier

Direoteur

Service Agriculture
Bangui

R.M. Weber

Adjoint au Directeur
de 1l'Agriculture

de la R.C.A.

Bangui

CEYLON

M. Philomin
Chancellor
Imbassy of Ceylon
Rome

MEMBERS OF THE CCP (Cont'd)

UNITED STATES OF AMERICA (Cont.)

T.C.M. Hobinson
Chief-Designate
Commodities Division
Department of State
Washington, D.C.

Ursula H., Duffus

Seoond Secretary

Embassy of the United States
Rome

L,.R. Paramore
Acting Agricultural Attaché

Embassy of the United States
Rome

R

OBSERVER NATICNS {Cont'd)

Lusa

L. Fernandez Sanchesz
Anmbassador

Embassy of Cuba

Rome

ECUADOR

H. Guarderas
Secretario

Embajada del Ecuador
Roma

FINLAND

A, Lutz

The Central Union of
Agricultural Producers
in Finland

Helsinki

QUATEMALA

C. Ricci

Console

Ambasgoiata del (Guatemala
Roma

HOLY SEE
E. Bonomelli

Direotor Pontifical Villas
Vatican City



- 50 -

OBSERYER NATIONS {Cont'd)

HOLY SEE (Cont.)

W. Persegati

Secretary to the Permanent
Observer of Holy Sea to FAO
Vatican City

IRELAND

P. Campbell
Secretary

Embasay of Ireland
Rome

ITALY

G. HMarzano

Direttore, Capo di Divisione
D,G, Tutela Economica
Ministero Agricoltura e Foreste
Roma

D, Vanpa

Ispettore Generale

Ministero Agricoltura e Foreste
Roma

G. de Francisis
Ministero Agricoltura e Foreste
Roma

C. Caneva
Miniatero Agricoltura e Foreste
Roma

Elena Mammone
Ministero Agricoltura e Foreste
Roma

KOREA

Y. Hahm

Second Secretary
Embassy of Korea
Rome

NORWAY

K.E., Sagen
Secretary

Enbassy of Norway
Rome

PANAMA
C.A. Faillace-Vengoechea
Delegado Permanents de Panzamid
ante la TFAQ

Embajada del Panamd

Roma

OBSERVER NATIONS (Cont'd)

PERU
J. Velando

Representante Permanente
ante la FAQ

Embajada del Peri

Roma

M. Aspillaga

Secretario Técnico
Ministerio de Agricultura
Miraflores

Lima

POLAND

5. Krolikowski
Chairman of Polish
National FAO Committee
Warsaw

S. Dworski

Counsellor

Miniatry of Foreign Trade
Warsaw

HHODESTA AND NYASALAND,
FEDERATION OF

L. Uribe

Chief Agricultural Eoonomist
Federal Ministry of Agriculture
Salisbury

ROMANTA

J. Ghenoiu

Secondo Segretario
Economioo

Ambasciata di Romania
Roma

SENEGAL

E.C. Bagsge ,
Ambassadeur du Sénégal
Roma

Marie Thérése Basse
Représentant Permanent du
Sénégal 4 la FAO

Rome

SWITZERLAND

4, Schar

Observer of National FAQ
Committee of Switzerland
Vevey



OBSERVER NATIONS (Cont'd)

SWITZERLAND (Cont.)

F. Bonnard

Secrétaire, Union Centirale

des Producteurs Suisses de Lait
Berne

L. Jeanrenaud

Delegué pour lem Questions
Internationales

Union Suisses deas Paysans
Brugg

TUNISIA

H, Mokaddem

Firat Secretary
Embassy of Tuniaia
Rome

- 51 -

OBSERVER NATTONS (Cont‘'d)

UNITED ARAB REPUBLIC

A, Tlaziz Mohamed Khalil
Ebeid

(eneral Director of
International Economioc Dept.
Ministry of Eoonomy

Cairo

VENEZUELA

P, Moanack

Embajada de Venezuela
Roma,

#O¥ R W O N K O M K MK KWK KON K KR

INTERNATIONAL ORGANIZATIONS

(i) Intergovernmental

COUNCIL OF BUROPE
A, Bethge
Secretary
Economic Division
Strashourg

EURQPEAN ECONOMIC COMMUNITY
G.V. Dal Pero Bertini

Chef de Division

Direotion Oénérale de
1'Agriculture

Bruxelles

L, Fricchione

Directeur adjoint
Secrétariat des Conseils
de la CEE

Bruxelles

F. de Benedioctis
Chef de Division
Bruxelles

GENERAL AGREEMENT

ON TARTFFS AND THADE
D.P, Taylor

Deputy Director

Trade Policy Division
Geneva

H. van Tuinen
Economic Affairs Officer
Geneva

INTERNATIONAL ORGANIZATIONS (Cont'd)

(i) Intergovernmental (Cont'd)

INTERNATIONAL BANK FOR
BECONSTRUCTION AND DEVELOPMENT
H.G, Curran

Assistant Representative

in Burope

Paris

INTERNATIONAL SUGAR
COUNCIL

R.B. Stedman, C.M,d.
Executive Director
London

QORGANTZATTION FOR ECONOMIC
CO~OPERATION AND DEVELOPMENT
A, Deheeger

Chef de la Division des
Marchés Agricoles

Paris

UNITED NATIONS

P,R, Judd

Chief, Imternational Trade
Relations Section

Few York

W.A. Chudson
International Trade
Relations Section
New York



...52....

INTERNATIONAL ORGANIZATIONS (Cont'd)

(i1) Non-Governmental

INTERNATIONAL CHAMBER OF COMMERCE
E. Crostarosa

Chef des Services Technigques
Comité National Italien ds

la CCI

Rome

L, Carreri

Comité National Italien
de 1la CCI

Rome

INTERNATIONAL ORGANIZATIONS (Cont'd)

(11) Non-Covernmental (Cont'd)

INTEENATIONAL CONFEDERATICN OF

FREE TRADE UNIONS

K.G. Dallas

Chief of Division
Economic and Sceial Dept.
Brussels

INTERNATIONAL FEDERATION OF

WARGARINE ASSOCIATIONS

J. Sevenster
Botterdam



- 5} =

REPORT OF THE JOINT SESSION OF THE

UNITED NATITONS COMMISSION ON

INTERFNATIONAL COMHMODITY TRADE

AND THE

FAO COMMITTEE ON COMMODITY PROBLEMS

Rome, May 1962



= 54 =

REPORT OF THE JOINT SESSION OF THE UNITED NATIONS
COIJIISSION ON INTSRNATIONAL COLAIODITY TRADE AND
THE FAQ COuLITTEE O COIwiODITY PROBLENS

Table of Contents

INTRODUCTION.
1. PROSPECTIVE PRODUCTION OF, AND DHEMAND FOR, PRILARY

II.

III.

Annexs

COLLIODITLIES

Discussion at the Joint Session

Uegthodology
Policy Issues

Recommendations

NATIONAL HARKEITNG BOARDS AND STABILIZATION FUNDS

INTERNATIONAL COLIPENSATORY FTWANCING IH RELAWTON #0
FLUCTUATIONS IN THH¥ PRICES OF PRIMARY COLHUDITIGS,
APPLICATION TO INWDIVIDUAL COLLIODITIAS

Discussion and Recommendations

List of Representatives and Observers at the Joint
CICT/GCP Session

Page
55

66

69



RePORT OF THE JOINT SESSION OF THE UNITED NATIONS COMHISSION ON
INTERNATIONAL COMMODITY TRADE AND THE FAO COMMITTEE ON COMMODITY PROBLEMS

INTRODUCEION

1. In its resolution 726 II (XXVIII), the Economic and Social Council, following
consideration of the report of the Seventh Sesgion of the Commission on International
Commodity Trade, requested the Secretary-General to obtain the views of FAO on &
proposal to hold a joint session of the United Nations Commission on International
Commodity Trade (CICT) and the FAO Committee on Commodity Problems (CCP), The CCP,
at its Thirty-Second Session, submitted its views on the subject to the Tenth Session
of the FAD Conference, The T'AD Conference, in resolution 12/59 expressed itself in
favor of the holding of a joint session.

2e The Joint Session of the United Nations Commission on International Commodity
Trade and the Committes on Commodity Problems of the Food and Agriculture Organization
of the United Nations was held at FAO Headquarters, Rome, from 7 to 14 May 1962,
inclusive. This report, unanimously adopted at its final meeting, was prepared for
submission to the CIC! and CCP rospectively.

3. Nine meetings were held; the summary records of these meetings are contained in
document E/CN.13/JS/SR, 1-9: CCP/62/J5/SR. 1-9.

4o The membership of the Joint Session was composed of the Membsr Governments of
aither the CICT or CCP, Other Member Governments of the United Nations and of the FAD
wore invited to attend as Observers. Representatives of thirty-two Hember Covernments
and twenty-five Observers attended the session. The list of representatives attending
the session is contained in the Annex to this report,

e At its first meeting, Mr, Henri Janton (France) was unanimously elected Chairman.
Mr, Hector Bernardo (Argentina) and Mr, Evgeny S. Shershnev (USSR) were unanimously
elected Tirst and Second Vice-Chairman regpectively., A drafting commities wnder the
chairmanship of Mr. Alfred ¢, B. Meiden (Auatralia) assisted in the preparation of the
report.

6o The Joint Session was opened with statements by Mr. B. R. Sen, Director-Ceneral
of the FAO, and Mr, Philippe de Seynes, United Nations Under-Secretary for Beonomic
and Social Affairs, which are containsd in the summary records of the session,

Te The agenda for the gession, as agreed between the Secretary-General and the
Director~General, was considered by the CICT at its Ninth Session, In reformulating
some items on the agenda, the CICT took into consideration also the relevant provision
of United Nations General Assembly resolution 1496 (XV), The CCP, at its Thirty-Fourth
Session, requested the Director-General to proceed on the basis of the agenda accepted
by CICT, The Fconomic and Social Council, at its Thirty-Second Sesgion, and the FAO
Conference, at its Eleventh Session, also accepted the agenda as formulated by the CICT
which was as follows,

T. Study of prospective production of and demand for primary commodities,
including the question of "the production of and demand for food in
relation to the problem of hunger" in terms of General Assembly
resolution 1496 (XV),



IT. National marketing boards and price siabilization funds:
oexamination of methods of operation with a view to determining,
on the basis of experience gasined, whether such methods might
with advantage be employed more widely.

1171, International compensatory financing in relation ito fluctuations
in the prices of primary commodities: application to individual
commodities,

These subjecta are considered in chapters I to III of this report.

I. PROSPECTIVE PROIUCTION OF, AND DEMAND FOR, FRIMARY COMMODITIES

8. The Joint Sesdion, when considering this item of the agenda, had before it iwo
studies, one prepared b{ the Director~General of FAQO entitled: Agricultural Commodities
- Projections for lQTO‘_/, and the other prepared by the Secretary-General of the
Tnited Nations entitled: Prospective Demand for Won-Agriculfural Commodities: Problema
of Definition and Projection Methodology 2/. They were introduced by ropresentatives
of the respective organiszations,

Ge In his introduction, a2 representative of the Director—-General of FAD said that
this study was a first attempt towards a comprehensive analysis of prospective demand,
production and trade of the major agricultural and forestry products during the decade
of the sixties. He stressed that the projections were neither forecasts nor targets,
and had therefore to be sirictly associated with the assumptions.

10. The growth of demand was projected largely on the basis of assumptions about
ropulation and income. In the high-income group of countries j/, population was assumed
to increase by 1.2 percent per year, while in the low-income group of countries it
was agsumed to grow at double that rate. As regards gross national product (@P), two
a&lternative assumptions were made, corresponding to increases of about four and five
porcent per year respectively. For Mainland China, the USSR and Eastern Europe, no
attompt was made to project production or demand, although assumptions were made with
regard to the likely trade of these countries with the rest of the world.

11, Production, acreage, animal numbers and yields were projected separately by
countries, assuming, generally, no changes in agricultural policies and prices.

12, The results of the work could be listed under three headings: projections by
commodities, projections for food and projections for trade.

13, Projections by commodities: the conclusions of these were that for wheat, coarse
grains, butter, coffee and soft oils the existing surpluses might well increase if
current production trends and agriculitural policies continue, JFor other commodities
such as sugar, cocoa, rice, ocitrus fruit, jute and tea marketing difficulties could
arise during the sixties, and the study warned that the situation should, therefore,

be kept under careful review. As regards agricultural raw materials the main problem

E/CN,13/48: CCP 62/5 -~ Agricultural Commodities — Projections for 1970
FA0 Commodity Review 1962, Special Supplement,

EfCN.13/49: CCP 62/10- Prospective Demand for Non-Agricultural Commodities:
Problems of Definition and Projection Methodology.

This group included North America, Western Burope, Australia, New Zealand, Japan,
Argentina, Uruguay and South Africa.

This group exoluded Mainland China, USSR and Esstern Burope and, of course, all
countries in the high-income group.

S R
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was that of competition with synthetic products - competition which would preobably
exert a downward pressure on the prices of natural products.

14, Projections for food: in relation to projections for food, attention was called
to the existence of food shortage in one part of the world and food surpluses in
another. In the low-income countries the demand for food was expected to rise by about
4,2 percent per year on the more optimistic assumpiion as $o income growth, If
additional food requirements were to be met entirely by domestic production, the annual
rate of growth of food production in these low-income countries would have to increase
by almost one-half compared to that recorded during the fifties. Should food supplies
in these guantities actually become available, the study noted that significant progress
would have been made in the Tight against hunger, although hunger would still exist,
egpecially among the poorer groups of population., Moreover, even assuming such an
increase in domestic production in low-income countries, malnutrition, and especially
shortage of animal protein, would still remain a major problem by 1970. On the less
optimistic assumption about the growth of natiomal incomes in these couniries, the
nutritional lewvel would improve only very slightly, and not only malnutrition but alse
hunger would remain z major world problem by 1970.

15. In the high-income countries the increase in demand for food projected by the
study (about two percent a year) was somewhat lower than the rate of growth in food
preduction recorded during the fifties, The study stressed that an extension of food
aid could help in narrowing the gap between the food surpluses in high-income countries
and the food shortages in low-income countries, and consideration was given in the
study to the possibilities and limitations of food aid in the form of graine, dairy
products and soft oils, However, it emphasized that in the long-term the essential
solution to the world's nutritional problems lay in an acceleration of the growth of
both agricultural production and national incomes in developing countriss,

16. Projections for {rade: +the report snalyzed the prospects for trade in the major
agricultural commodities and gave particular attention to the problems of exchange
earnings of developing countries from exports of 4tropical and semi~tropical commodities.
On the assumptions made, the growth in the volume of these exports appeared umlikely to
exceed the growth of population in these countries, even suppousing a large increase in
the imports of Eastern BEurope and the USSR, Moreover the prospects for the terms of
trade of agricultural exports as against imports of manufactured goods (which had
deteriorated steadily since 1954) did not appear very favorable unless action was taken
to modify existing production and trade policies. The study also referred to the role
of commodity agreements.

17. Finally, the study pointed out that exchange earnings from agriculturai sxporis
of non-industrislized counitries are not expected to rise substantially during the
sixties. A more rapid inorease in other sources of foreign exchange would therefore
be required if economic growth is to be accelerated. Some low-income countries may be
able during this period to promote exports of light manufaciured goods or save foreign
exchange by developing domestic industries. It is not expected, however, that this
process would proceed rapidly. There would remain, therefores, the study stressed, a
need for further expansion of the net capital inflow, largely in the form of economic
aid.

18. The United Nations study also complied with a request made by the General Assembly
in its resolution 1517 (XV) adopted in December 1960, in which the Assembly endorsed

the work program of the CICI' and asked that the study of projections be accompanisd by
& detailed note on the methodology used and the problems encountered., In accordance
with this request, the emphasis in the report was placed on problems and methods, rather
than upon the esiablishment of predictive estimates. The commodities singled out for
examination were the five major non-ferrous meials - aluminjum, copper, lead, tin and
zinc ~ and the two main socurces of mechanical commercial energy - coal and petreleum.
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19, The projections were based on an extrapolation of simple relationships for the
period 1950-59 between mineral absorption on the one hand and such "independent"
variables as population, gross national product and manufacturing production. In

view of the over-gimplified agsumptions implicit in such projections, the study examined
in detall the realism of the assumptions, first with respect to the relevance of the
time period and secondly with respect to the stability of the relationships.

20.  The report presented a series of alternative projections of demand for total
energy and its major commercial compenents, as well as of demand for each of the five
major non—ferrous metals for the years 1965, 1970 and 1975, on the basis of per capita
trends and of linear and logarithmic relationships between mineral absorption and the
gross national product. Though the projections were shown for the specific years
mentioned above, the report emphasized that they wers, in fact, to be regarded as
representing the average value of demand over the surrounding periocd of 3 %o 5 years,
of which these years are the mid-points. This was dues to the fact that the projections
ropraesented only the long-term trend values for mineral absorption, since it was not
possible to give consideration to the nature and magnitude of short-term deviations
from the trend which, in the case of minerals, may be very considerable in particular
years.,

21, The emphasis on problems and methods of projections of mineral demand was
determined not only by the specific request of the General Assembly already mentioned,
but also by the fact that more definitive estimates would, in any event, have to await
more definitive projections of the rate of economic activity in various parts of the
world, as well as of the level of world trade through which its wvarious parts are
linked. In this respect, therefore, the study on commodity projections was part of a
larger United Nations undertaking on economic projections generally. A detailed study
of projections of world economic trends would be presented to a group of experts
shortly to be convened in terms of Economic and Social Council resolution 777 (XXX)
on general economic projections, and & progress report on the subject will be before
the Thirty-Fourth Session of the Council,

Decussion at the Joint Session

22. The Session umanimously expressed its keen interest in the studies put before
it by the Secretary-General of the United Nations and the Director-Ceneral of Fao,
and siressed the need for further work in the field of projections. The Session,
however, pointed out that it was neceasary to be cautious in the interpretation of
the results, These were, in faot, projections established on the basis of certain
meagurable factors, but other factors which are not susceptible to measurement may
influence production, consumption and trade,

Methodology

23. The Session expressed its natisfaction at the clear distinction made by the
Director-General betwesen projections and forecasts, and siressed the need for stating
very explicitly the assumptions wmderlying the projections in any such work, Though
the limitations attached to the very nature of the agsumptions made were fully
recognized, the Session conbidered that the advantages which could be derived from
such projections clearly outweighed the possible disadvantages arising from any
misinterpretation of the assumptions made,

24, It was stressed that the importance of changing habits, tastes and economioc
circumstances in determining levels of food requirements, as recognized in the FAD
study, should certainly not be overlooked., Further work would be needed on the
poszible impact of social and institutional changes, especially in the newly independemnt
countries.
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25. Some delegates stressed the value of the techniques used in the preparation of
the projections, especially as regards demand. It was suggested that further attention
oould be devoted to developing the methods of projecting production and to study the
possible impact of price changes on supplies. It was, however, fully recognized that,
in view of the paucity of data, such work would be exiremely difficult %o carry out,
especially for developing countries.

26. bPelegates, having noted that the study on projections did not cover production
and demand for Mainland China, USSR, and the Eastern Buropean countries, expressed

the view that it would be desirable that the report entitled Agricultural Commodities -
Projections for 1970 be completed on this point on the basis of the best available
information.

Policy Issues

27, Several delegates mentioned that the prcblems emerging from the projections
Justified the preoccupation of the relevant UN and FAQ bodies with prospects for
primary commodities. However, the studies before the Session had the great advantage
of clearly placing these prospects in a broad rerspective, and of providing warning
signals concerning the possible future nature and extent of the problems which could
arise on the basis of the given assumptions. The delegates noted that the proepect
for the next decade, on the basgis of the projections, was one of continuing accumula-—
tion of agrioultural commodity surpluses on the one hand, and of continuing food
shortages and nutritional deficiencies on the other., The accumulation of surpluses
was Turther likely to create many difficulties, particularly in relation to the
prospects for commercial trade in these commodities.

28, TFood Production in Developing Countries: the Session recognized the necessity
of stepping up food production in the developing couniries, especially those experisenc-
ing shortage of food, for those products they can produce with reasonable efficiency
after a transition period; and simultaneocusly the necesgity of increasing their rate
of general economic development by an extent sufficient to raise consumers' incomes

and consequently to create the necessary effective demand for the inereased supply.

29, Food Aid: many delegates stressed that if the contrast between the projected
surplus or food in high-income countries and the projected food shortages in the low-~
income countries (at least on the less optimistic assumptions made in the TFAO study)
were to persist in the next decade this would call for an extension of the food aid
programs, It was feared that food aid could not completély cope with the problem,
and it was recognized that it should be administered so as not to disturb markets of
the exporting countries nor the internal markeis of the receiving countries, by reduc~
ing farmers' incentives to increase production, nor lead to any reduction in interna-
tional commercial trade. Particular attention was devoted to the preblem of food aid
in the form of protein food, since protein shortages would remain endemic in most
developing countries during the sixties, Many delegates welcomed the initiation of
the experimental World Food Program launched Jointly by FAO and the UN,

30. Export exchange earnings: the Session was particularly concerned about the
unfavorable prospects for exchange earnings from the exporta of primary commodities,

It further emphasized the need for prompt action to find solutions of a long-term
nature so as to prevent the poszible aggravation of the existing unfaverable situation,
It was morsover mentioned by some delegates that the high income assumption used in

the FAO study was unlikely to be achieved, unless action were taken %o avoid further
declines in commodity prices. Some delegates stressed the importance of trying to
raise commodity prices. The need for adjusting production policiss to demand prospects
was stressed: several delegates emphasized the necessity of improving existing patterns
of agricultural production in non-industrizl countries and of accelerating the rate of
diversification and industrialization: some delegates stressed that adjustments were



also needed in national policies in industrislized couniries. Many delegates recognized
that the inelasiicity of demand in high-income countries for several food and beverage
products was an obstacle {0 increased intermational trade, but that alsc under present
policies the prospects of increasing the demand in high-income countries for primary
commodities, especially those from the tropical zone, were limited, and that reduction
of tariffs and internal taxes could be very imporitant in this respect in some regions.

Recommendations

3. In view of the short time available to it for study of these reports, the Joint
Session considered that its discussions were of a preliminary nature. It recommended
that they should be placed on the agenda for the next sessions of the CICT and CCP
for fuller consideration, In order to make such future discussions more meaningful
it considered it desirable that several steps be taken in the moantime:

(a) governments should be requested to continue their study of the reporis and
to communicate their commente to the Secretary-General and to the Direcitor-Generalj

(b) the reports should also be transmitted for study to the regional economic
commissions and to the specialized commodity groupss

(c) because of the extremely technical nature of the methodological gquestions
involved the United Wations Statistical Commission should be requested to examine the
reports from the point of view of the adequacy of the methods employed.

32. It was stressed that work on projections was of a continuing nature, that the
Secretary-General and the Director-General should arrange for the continuing study of
trends and should report thereon periodically, particularly since such studies could
be of considerable help in the formulation of development programs for many counitries.
The Session believed that in future work in this field the underlying assumptions
should be continuously revised in light of existing and foreseeabls circumstances and
that the periodicity of future reports should be established with due consideration
both to the technical nature of the problems involved and to the requirements of the
various interested United Nations and FAO bodies.

II, NATTONAL MARKETING BOARDS AND STABILIZATION FUNDS

33, The Session, in considering this item, had before it two documents prepared by
the Director-General of FAO and entitled The Role of Marketing Boards for Export Crops
in Developing Countries (B/CN.13/50: CCP 62/21) and Commodity Stabilization Funds of
the French Franc Area (B/CN,13/51: CCP 62/22), 1In an introduction to both papers
presented on behalf of the Director-Gemeral of FAO, reference was made to a number of
aspects, economic, financial and technical, which characterized the operations of
national marketing boards and stabilization funds (Caisses de Stabilisation) and their
relation, on the one hand, to other national and international commodity stabilization
measures and, on the other, to the economic development programs and domestic price,
monetary and fiscal policies of the exporting couniries,

34, The two different types of organization analyzed in the FAD papers were concerned
with protecting producers against market fluctuations by establishing seasonally fixed
prices payable on delivery of the produce., The papers referred: particularly to those
organizations dealing with export crops of key importance in the economies of under—-
developed countries, such as cocoa, coffse, vegetabls oils and oilseeds, and cotton,

In the case of marketing boards, the organization itself was responsible for all purchasg-
ing and physical handling of the produce and its sale on world markets., Any profits

made on the transaction acerued to the boards' reserves, from which any losses were

also met. In most underdeveloped countries, these reserves had also besn drawn upon
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by governmentis for development purposes, so that the average price received by producers
over a period of years had been below the average of market realizations for these years.

35 The commodity stabilization funds of the French Franc Area did not normally
engage in the physical handling of the produce, but relied primarily on the control
of private sales, and on systems of levies and premia on exports to achieve similar
objectives, In some cases, ancillary storage operations and other mezsures were under—
taken with a view to maintaining producer prices at the levels fixed 2t the beginning
of the crop year. Like the boards, they built up financial reserves in favorable
years, to be drawn upon when the market situation deteriorated. The stabilization
funds had also had the advantage of loans or grants from funds operated by the French
Government. These loans were not contingent on a price recovery in international
markets and the debt was not extinguished if prices failed to recover in a stated
period., ¥For a certain number of commodities, the Stabilization Funds were supported
by price guarantees and by guarantees of disposals up to specified guantities in the
French market,

36, In the last few years, the fall in market prices had led to a reduction in the
prices pald to producers of many of the products dealt with by marketing boards and
stabilization funds. If market prices continued to fall, the financial reserves of
these bodies would not be sufficient to maintain the existing purchase prices.

Discugzgion at the Joint Session

37+ In the discussions in the Joint Seasion, there was a general consensus of opinion
on the salient aspects concerning the operationg of such boards, as outlined in the
FAO documents. It was recognized that boards and similar orgsnizations could play a
wide economic and social role in many developing countries. In particular, it was
recognized that the system of purchasing produce through licensed buying agents at
stated prices could provide a powerful instrument for protecting producers against
unreasonably bigh margins and exorbitant interest rates being charged by middlemen

and money-lenders. At the same time, full care bad %o be taken 1o ensure that the
monopely powers of buying held by the boards were being wisely used.

38, It was agreed that the boards and similar crganizations perform a number of
ancillary functions which have been found to he of considexrable practical importance.
The Session noted in particular that these organizations may influence quality by
establishing price differentiales at levels likely to promote certain gualities over
others. They may also influence the level of production of competing crops through
similar price measures and even out the selling period, thus avoiding market gluts.
In addition, the boards and aimilar organizations had come to provide 2 wide range

of other forms of assistance that could be grouped together urider the general heading
of technical extension services.

39. Within the control of the boards were the domestic price policies and technical
arrangements for all domestic buying; the timing and strategy of sales abroad; and

the allocation of proceeds as between prices paid to producers, reserves, and gensral
revenue. FProportions of such allocations have varied, with some of the boards playing
& larger role than others as instruments of fiscal policy for the economy as 2 whole,
In the circumstances, the Session agreed that a clear distinction could not always be
made between the effects on producers in some developing countries of the price
stabilizing operations of the boards, that is, the direct benefit of the smoothing out
of variations whilst leaving the long~run average returns unchanged, and the indirect
benefit of extra latitude in general economic development programs made possible
through the provision of more ample reserves for the economy as & whole,



40, In their capacity for carrying out the re~allocation of proceeds, the functions
of national marketing boards or stabilization funds were similar in some respects to
those of other national measures which might have the effect of divoreing the levels
of returns received by producers from levels of world market prices. OFf these
alternative measures, the most important were export taxes or, in soms cases, export
taxes combined with subsidies., ©Some countries had at times used differential exchange

rates for similar purposes.

41, Some delegates referred to the danger of shielding an industry entirely from
market influences and the possible inflationary effects on the economy generally of
the pricing policies of the boards,

42, The Session noted that most of the boards established in the former British
territories had the advantage of initial finance derived from trading under special
wartime circumstances or, alternatively, had begun operating during periods of high
world market prices. The Caisses de Stabilisation had come into existence at a time
vhen market prices were declining but they had had the advantage of loans and grants
extended by the French Government, and of preferences in the markets of the French
Franc Area.

43, It was noted that the Caisse system sometimes operated in conjunction with
preferential and guaranteed markets for the commodities subject to such control.

While recognizing that this was not an essential feature of the system, nor sxclusive
to this form of arrangements, some delegates expressed concern that the existence of
such guaranteed maxkets could create difficulties for other countries exporting the
same commodities. One delegation pointed out that on the one hand there are at present
several preferential markets in the world, and thet on the other hand regional measures
were a palliative to relieve difficulties resulting from the absence or inadequacy of
internatiocnal commodity agreements on a wider scale,

44, Some delegations pointed out that stabilization measures containing elements of
support at levels above market trends might also stimulate an excess of production
over consumption,

45. It was noted that for the predominant number of export marketing boards now in
existence, the exports of the crops regulzted by board operations were not likely to
be large enough, taking each board on its own, to influence world market prices.
Normally, therefore, the boards could not influence the unit values of the country's
export receipts, In general, the exports for which marketing boards were responsible,
were considerably more important to the economy of the exporting country concerned
than they were in world trade.

46, It was further noted that, as a result of declines in world market prices, and
other factora, including transfers from reserves to meet budgetary reguirementa, many
stabilization funds were now seriously depleted if not exhaustsed, and that a number

of marketing schemes were being reappraised. Hany delegates poinied out in this
connection that stabilization funds could not be used for protecting producers, or

the economies of exporting countries, against persistent declines in world markei prices,

4T It was agreed that the activities of the boards directed towards the strengthen—
ing of technical assistance and the improvement of internal purchasing methods were

of much practical value, particularly for less developed countries and for agricultural
commodities largely produced by smallholders in these countries. It was in this
direction that an extension of such systems might be considered advisable in some cases.
However, the view was expressed that lack of initial finance hindersd the establishment
of boards or stabilization funds under present circumstances. In this connection, some
delegatar pointed out that, unless the situation were remedied, the fall in market
prices made it difficult for new and existing marketing boards or stabilization funds
to funciion effectively.
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48, The Joint Session was informed that further work on National Marketing Boards

and Stabilizatjon Funds was being contemplated by FAO, in pursuance of a request of

the BEleventh Session of the FA0 Conference, which had asked the Director~General of
FAO, in the preparation of selected studies on national and international stabilization
measures for export crops, to give special attemtion to the role of marketing boards and
stabilization funds. Work on these subjects was also proceeding in FAQ in co-operation
with the Economic Commission for Africa and at the request of the Executive Secretary
of thet Commission ;/. Matters relating to the functions of Netional Marketing Boards
and Stabilization Funds also formed part of the standing agenda of the CCP, as part

of the regular periodic reviews undertaken by that Committee on mational and inter—
national stabilization measures end techniques for agricultural products.

49. The Session was also informed that the Secretary-General of the United Nations
wag currently undertaking study of the subject and that a document was being circulated
for consideration at the forthcoming meetings to be held under the auspices of the
Economic Commission for Africa g/. The subject was also on the current work program
of the Commission on International Commodity Trade for which information continues

to be received from governments in response to a questionaire circulated by the
Secretary-—-Censral,

50, These programs of current studies were noted with approval by the Joint Session,
which requested these studies to be carried out in collzboration between the UN and
the FAO in such a way as to avoid duplication, and recommended that the CICT and the
CCP, at subsequent sessions, consider what further work might be undertaken on the
gubject.

51. The Joint Session took note with interest of the fact that FAO furnishes o
govarnments on requesat technical assistance with the establishment or management of
marketing boards and similar bodies and drew the attention of governmente to the fact
that they can obtain such assistance under the United Natione technical assistance
progl‘amB.

%/ FAO documents ciroulated as B/CN,14/STC/CS/2 - 8
2/ U8 dooument E/CN,14/STC/CS/1,



III. INTERNATIONAT, COMPENSATORY FINANCING IN RELATION TO FLUCTUATIONS IN THE
PRICES OF PRIMARY COMMODITIES, APPLICATION TO INDIVIDUAL COMMODITIES

52. At its Ninth Session in May 1961, the CICT, when discussing the report of a
Uroup of Experts on the subject of International Compensation for Fluctuations in
Commodi ty Trade,;/ raised several questions concerning the applicability of the
compengatory mechanism proposed by the Experts to intermational trade in partioular
commodities and requested the Secretary-General of the United Nations to prepare a
study on these matters, 2/

53. In connection with the consideration of this subject the Joint Session had
before it a report by the Secretary-General, A Development Insurance Fund for Single
Commodities (E/CN.13/45: CCP 62/11), prepared in response to the above-menbioned
request and a report by the Director-General of the FAQ entitled Compensatory Financial
Measures for Commodity Export Earnings - Some Notes on Recent Studies and on Some
Practical Experiments (E/CN,13/53: CCP 62/24).

54. The report by the Secretary-General explored various aspecis of the application
of the "development insurance fund" (DIF) mechanism proposed by the Experts to the
question of stabilizing the receipts derived from the exports of a single commodity.
It thus complemented the report by the Secretary-General on Stabilization of Bxport
Proceedsg through a Development Insurance Fund, prepared for the Tenth Session of the
cicT, 3/

55. The proposal of the Experts involved a mechanism for insuring against
shortfalls in total export earnings of all partiocipating couniries, the comt of which
would be distributed among participating countries with due regard to their ability
to pay. The study on a DIF for single commodities examined ways in which various
commodity stabilization schemes incorporating the social insurance principles
reconmended by the Experts but restrieted to a single conmodity in contrast to total
exports might have operated in the nineteen-fifties,

56. The study noted that for the commodities +that are e¥xported for the most part
by the less-developed countriee, the magnitude and concentration of fluctuations in
proceeds would make the cost of insurance disproportionately high, Since thege are
the ocountriss least able to afford high premiums, the feasibility of an insurance
goheme for single commodities depends upon the extent to which the Experts' proposals
can be modified in order to allow for a wider sharing of costs, - The wider sharing
of costs might be accomplished by broadening participation to include countries that
import the commodity; such countries would, in effect, be invited to join the schenme
as contributors only.

57. This would presumably tend to generate a strong pressure for holding down the
cost of the scheme and would point to a system of loans rather than final settlement
insurance, The net cost of such a system would depend on the proportion of the
shortfall to be compensated, the rate at which repayment of the ocompensatory loan was
required and the period that had to elapse before any unpaid balance was written off.
The report contained illustrative ocalculations of the net cost of the acheme during
the nineteen~fiftises in the case of meveral commodities namely rubber, cocoa and
copper, on the basis of a number of alternative formulae for loansz and repayments,

%/ United Nations publication, Sales No, 61,II,.D.3.

_/ See 0fficial Records of the Economic and Social Council, Thirty-Second Session,
Supplement No, 6. (F/3497), paragraph 119 (v).

3/ United Nations document E/CN.13/43,
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58. Alternative methods of determining annmal premiuvms were put forward, In the
first, the determination of premiums would be based upon income per capita and the
net value and the degree of inetability of each participating country's trade in the
comnodity. Avother method of allooating costs would be to limit premium obligations
to importing countries with the size of premiums reflecting the degrea of instability
in imports of the commodity.

59, Given the nature of the transfers involved, the participation of an importing
country in a single commodity DIF would resemble the importing country's participation
in a foreign aid program. The net transfer of funds channelled through a commodity
DIF would be distributed among exporting countriess in accordance with the relatively
fortuitous circumstances determining the coverage and operations of the particular DIFs
that might be established rather than in accordance with the needs of countries for
foreign aid,

60, If adequate partiocipation were forthooming and a DIF for a partioular commodity
were created, the problem of defining the eligibility for compensation and of
sorutinizing claims might prove to be considerably more difficult than in the ocase of
a general compensatory scheme, Trade in 2 specific commodity is much more susceptible
of control and more likely to be influenced by domestic policies than is trade in
general, Whereas, a general export compensatory scheme could afford to overlook all
sorts of export-influencing factors that might affect a particular commodity but might
be expected to be offmet or submerged in the flow of trade as a whole, a single
commoCity scheme would not have that latitude,

61, The more complete the compensation and the easier the terms, the more difficult
i% would probably be to obtzin adequate membership of importing countriez on the one
hand and to prevent possible abuse by exporting countries on the other, Probably the
most satisfactory way of reduging the cost of a commodity DIF while retaining its
stabilizing function would be by increasing the proportion of compensation paid in the
form of a loan rather than as a final settlement and by lengthening the period elapsing
before any unpaid balance of a loan was cancelled,

62, The report pointed out that in order for a single commodity mcheme to be
attractive to importing as well as exporting countries there would appear to be some
advantage in organizing the compensatory tranafers on the basis of deviations of an
internatiocnal market price around a reference on notional price, which might vary on

the basis of a calculation of trend, rather than on the basis of fluctuations in export
proceeds, However, a price~based DIPF zscheme also would present a number of difficulties,
particularly in regard to the identification of a standard price gquotation and the
determination of the reference prics,

63, To preserve the element of social insurance the effect of price declines might,
for example, be compensated to a greater extent than the effect of price increases,

In this, or soms other way -~ such as a contingent loan system -~ the cost of insuring

a stable reference price would be borne to a greater extent by the importing, generally
higher income, countries than by the exporting, generally less developed countries,

64, The report noted that the closer a price-based scheme came to be a vehicle for
development aid, the more difficult it would be to provide it with a membership that
agoounted for the bulk of world trade in the commodity in question and the more likely
it would be to impinge on the market for the commodity in a way that might not be in
the long rur interest of exporiing countries, However, the view was expressed in the
report that insofar as such a compensatory scheme did succeed in increasing the
atability of the foreign exchange earnings of countries exporting the commodity on the
ons hand and of the unit cost of the commodity to users on the other, it would have
made a valuable contribution hoth to the development effort of the exporting countries
and to the competitive position of the ocommodity on the world market, espacially in
relation to synthetio substitutes,



65, The document prepared by the Director-General of FAQ examined three
arrangements in operation of which two, the Commodity Stabilization Funds of the French
Franc Area and the British Commonwealth Sugar Agreement, were regional in character
and one - the United Kingdom--Australian Meat Agreement - bilateral. Bach of these
arrangements embodied certain features of intermational compensation or income
transfers for purposes of stabilization and support. The FAO report noted that none
of these working arrangements met in full the criteria of compensatory arrangements
on the lines proposed by the United Nations Expertas'! report. Moreover, each
arrangement was only paritial in ite world coverage and embodied preferential features.
The analysis of these actual experiences was, nevertheless, relevant in the context
of this item on the agenda.

Discusaion and Recommendations

66, The Joint Session confined itself to considering the guestion of the application
of mechanisms of compensatory financing fto individual commodities, bearing in mind
that the question of the application of such measures to offszet fluctuationz in
aggregate export proceeds of primary producing countries was on the agenda of the
Tenth Session of the Commission on International Commodity Trade,

67. There was general recognition of the fact that fluctuations in the prices and
rrooceeds of primary commodities were a major cause of instability in the foreign
exchange earnings of primary exporting countries, and agreement on the desirability
of offsetting this instability and hence of lessening its disruptive effects on' the
course of economic development. It was also recognized that primary commodity trade
wag affected by two main types of fluctuations, short-term fluctuations and also
those long-ierm fluctuations that arise from factors frequently beyond the control or
the responsibility of exporting couniries, The compensatory systems under discusaion
were designed to deal with shori-term fluotuations. T4t was felt that in general the
approach to specific measures to deal with the problem of instability in export
earnings should be based on the recognition that both industrial and primary exporting
coumtries have a common interest in joint action to resirain serious short—term
fluctuations through the adoption of international measures, It was also held that
remedies for problems of shorti-term instability should be aocompanied by msasures
aimed at counteracting long-term downward trends in the prices of certain primary
commodities,

68, Without prejudice to the merits of any particular system of ocompensation based
on total export proceeds or on any other basis, a number of delegations expressed the
desirability of coneidering a general system of compensatory finanoing on a world
scale as against one related to particular commodities, The fundamental problem
confronting exporting countries was the fluctuation of total export income rather than
of particular commodity proceeds, A single commodity system, being unrelated to the
movement of total export proceeds would not take account, if it were to remain isolated,
of any offsetiting movementis in the proceeds of different commodities exported by a
particular country. If such a system involved net transfere of funds FTrom importing
to exporting couniries, the country distribution of such transfers would not
necessarily conform to a desirable pattern of international =id,

69, _ In considering the compensatory mechanisms that might be applied to deal with
instability affecting individual commodities, the attention of the Joint Session was
directed particulariy to two alternative systems, namely (a) a development insurance
fund (DIF§ designed to provide compensation for fluctuationas in the export proceeds of
particular ocommodities and based on an asdaptation of the insurance principle enunciated
in the report of the Experts with reference to total export proceeda, and (b) a
mechanism related to the price as distinct from the export proceeds of particular
commoditiea,
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T0. There was general agreement that a DIF system applied to the export prooeeds
of individual commodities was subject to serious limitations and that this mechanism
could not be regarded ae a practiocal or desirable solution to the problem.

1. In addition to the above-mentioned shortoomings attached to any system of
single~commodity ocompensation, the difficulties of administering this scheme, as
cutlined in the report by the Secretary-Ueneral, were serious, There was a
possibility, furthermore, that the scheme might induce changes in output tending to
aggravate rather than alleviate problems of imbalance between supply and demand,

Since, for praotical reasons, a single-commodity DIF scheme was unlikely to be
instituted for all commodities, this would create an undesirable diserimination between
commodities and between ecountries,

T2, The Joint Session also considered the altermative possibility of a compensatory
mechanism for particular commodities bhased on export prices alone. Attention was
given to the particular form of this arrangement in which compensation is based on

the deviation of market prices from a referemce trend price as well as to certain
other types of price-based arrangements.

T3, Certain delegations expressed reservations concerning the practiocability of
achieving a satisfactory definition of and determining a level for a reference or
contractual price, According to these delegations the possibility of implementing a
scheme fixing a reference trend price precisely at the long run average of worll
market prices was conasidered remote, A price below this level would be to the
disadvantage of exporting countries, while if the price were set too high, long-term
problems of imbalance betwsen supply and demand would be created or aggravated.
However, some delegations felt that e¢Tperience with commodity agreements shows that
the difficulties in this field are not insurmountable and that reference prices could
be adjusted periodically,

T4. Some delegations held that the setting of prices in certain examples of
international contractual arrangements reflected special circumstances that may not be
applicable to a comprehensive arrangement relating to world trade in a particular
commodity. It was held by these delegations that international commodity agreements
relating to particular ocommodities should be based on a detailed examination of the
particular circumstances and not on a general price formula, A view was expressed
however, that the problem of fixing an appropriate reference price, while difficult,
wag not necessarily impossible, and that certain aspects of a compensatory mechanism
based on such a system might with advantage be explored further, Another view was
expressed that if such a system were to be explored further, it should bs only on the
assumption that compensatory transfers should take the form of loans, not grants,

T5. The view was also expressed that a price-based system involving the possibility
of reciprocal transfers between exporting and importing countries was unacceptable
because it was difficult to envisage the possibility of transfers from losg-developed
to developed countries for various reasoms, including the effect that this would have
on their capacity to meet their needs for economio development.

16, Certain delegations held +that a broad construction should be placed on the
concept of compensatory finahcing, so that countries facing adverse long-term trends
could benefit from compensatory systems that would be implemented particularly when
the factors determining such trends are beyond the control and responsibility of
exporting countriea.



7. Other delegations stressed the importance of confining any system of
compensatory finanoing as far as practicable to losses related strictly to short-term
fluctuations in prices arcund their trend level. Sone delegations emphasized that
in order to deal with long-term problems affecting export proceeds, other appropriate
types of international action would have to be taken, such as special consideration
in the allocation and use of foreign aid and the adjustment of measures in importing
countries that reatrict exports from primary producing countries,

8. The view was expressed that in constituting buffer stocks under an internationsl
commodity agreement, recognition should be given to the principle that importing and
exporting countries alike should contribute.
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SECRETARIAT

The Secretary-~General of the United Nations was represented by Mr. Philippe
de Seynes, Under-Secretary for Economic and Social Affairs; Mr. Jagob L. Mosak,
Director of the Division of General Economic Research and Policies; Mr. Perce R. Judd,
Assistant Director in charge of the International Trade Relations Section of the
Division of General Economic Research and Policies; Hr. Walter A. Chudson (Adviser)
and Mr. Gordon L. Unsworth of that Section.

The Director—-General of the Food and Agriculture Organization of the United
Nations was represented by Mr. llordecai Ezekiel, Special Azsistant to the Pirector-
General (Economic ﬂatters{; Miss Gerda Blau, Director, Commodities Division
Kr. Stefano d'dmico, Chief, Commodity Policy Section; Hr. L.M. Goreux, Chief, Trend
Studies Section, Mr. John M. Glark, Chief, Current Reports Section; and other
members of the staff of the FAO Commodities Division.

The Secretariat of the meetings of the Joint Session was provided by Uessrs. Judd
and d'Amico.



