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Matters requiring the attention of the Council

The Committee wishes to bring the following matters in partioular to the attention
of the Council:

Its discussion on the agricultural commodity situation, problems and
outlook (paragraphs 10-30),

Its consideration of the Secretariat's siudy on international agricultural
adjustment (paragraphs 31-47).

Its discussion on the Director-General's proposal on international action
to ensure adequate basic food stooks (paragraphs 48-67).

Its consideration of the preparations for intensive commodity coneultations
under UNCTAD Resolution 83 (IIT) (paragraphs 118-129),

Its consideration of FAO's contribution to multilateral trade negotiations
under GATT (paragraphs 130-136).

Ite evaluation of its subsidiary bodies (paragraphs 137-142),

Its review of FAO's programme of work in the field of commodities
(paragraphs 143-249).
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IRTRODUCTION
1. The Committee on Commodity Problems held its Forty-Eighth Session from 8 to 19

October 1973 at FAO Headquarters, Rome. The seseion was attended by representatives of
58 of the 70 Member Govermments of the Committee and by observers from 11 other FAO Member
Governments and from 17 intermational organizations.

2e The session was opened by the Director-General of FAO, Dr. A.H. Boerma. Referring
t0 the widespread shortages and sharp price increases in international commodity markets
over the last fifteen months and the factors which had given rise to these, he pointed to
the supply outlook as one of the main issues on the Committee's agenda. Commenting on the
particularly dramatic developments in the wheat market, the Director—(eneral welcomed the
partial easing of the supply situation which had resulted from govermment acticns, but he
stregsed that there were still develeoping countries being priced out of world markete at a
time when food aid levels hed been cut and that there remained the serious question of
whether sufficient supplies had been set aside to meet any major emergency requirements
vhich might arise in future.

3e The Director—(eneral emphasized that the need for closer cooperation between
governments and a determined approach 10 coordinated food policiee had become still more
urgent, He drew the attention of delegates to the great importance of providing the world
with an effective food security system and, in this context, to his proposal for intermational
action to ensure adequate basic food stocks, which was to be considered at the forthecoming
FAO Conference., At the game time, the Director—(eneral stressed the need to view the

severe, current problems of supply shortages and national stockholding within the broader,
longer—term perspective of interrational agricultural adjustment which had as its principal
aim a balanced expansion of agricultural producticn and trade through a greater degree of
coordination of natiomal policies.

e Concluding his gtatement, the Director-(eneral referred to the new responsibilities
placed on the FAQ intergovermmental commodity groups for the implementation of UNCTAD
Resolution 83 (III) concerning intensive commodity consultations, and expressed his hope
that these would hasten effective intergovernmental action on the commodities to be
reviewed.

He The session wag presided over by Mr. Juan Carlos Vignaund (Argentina.), Chairman,
assisted by Mr. A.V., Vickery (United Kingdom), First Vice—Chairman.

6, /'I‘he Committ{ee adopted the provisional agenda which had been circulated as document
CCP 73/1.

Te The Committee was assisted during the session by a drafting group composed of the
delegations of Argentina, Canada, Egypt, France, Hungary, Indonesia, Mexico and the United
States, under the chairmanship of Mr, R. Soegeng-Amat (Indonesia).

8. The Committee heard statements by the representatives of the United Nations Conference
on Trade and Development, the UN/PAO World Food Programme, the International Bank for
Reconstruction and Development, the General Agreement on Tariffs and Trade, the Organization
for Economic Cooperation and Development, the Buropean Economic Community, the International
Wheat Council, and the Commonwealth Secretariat,

9. The Committee expressed its satisfaction with the opening of its membership
introduced by the Conference as an experiment at ite last session, since it enabled all
interested Member Governments to participate fully in the work of the Committee,



I. REVIEW OF WORLD AGRICULTURAL COMMODITY SITUATION, PROBLEMS AND OUTLOOK

1. Current situation and short-=term outlook

10. The Committee reviewed the world cammodity situation and the short-term outlook on
the basis of information contained in the FAO Commodity Review and Owtlook 1972=1973, in the
supplementary updating document, and in the statements made by delegates.

11, The Committee noted that world agricultural commodity markets during the past

15 monthe had witnessed some striking changes. In sharp contrast to earlier years, most
agricultural commodity markete in 1972 and 1973 were characterized by supply shortagesa,
sharp price increases and declining carryover stocks, The commodities affected comprisged
not only food and feed commodities such as wheat, coarse grains, rice, oilseeds and
oilcakes, fishmeal and sugar but also some tropical beverages and agricultural raw materials,
especially wool, sisal and henequen, and rubber. The rise in export prices of some
agricultural commodities, especially grains, rice, oilseeds, oilcakes and meals and

fishery and forestry products, was even greater during recent months than during the latter
half of 1972 and the firat half of 1973. For instance, prices of wheat between 29 June
and 24 Avgust 1973 rose by about 70 percent or more, approximately equivalent to their total
rise between 1 July 1972 and 29 June 1973. However, for a few commodities, such as sugar
and beef, prices over recent months either remained stable or eased slightly due to

seasonal increases in supplies or relatively more favourable prospects for current year's
output.

12, The value of world agricultural exporte in 1972 rose by approximately 15 percent,
the highest annual inorease over the last decade. Commodities in the gra.ins/feed category
accounted for about two thirds of the total expansion in trade. Gains from exports of
tropical beverages, sugar, fishery products, tobacco and wine were algo significant,
However, the most dramatic upturn occurred in the markets for agricultural raw materials,
although the impact in terms of export earnings will be felt more in 1573 as increages in
demand and prices in most instances took place during the last quarter of 1972 and the
early months of 1973. The only important commodities to show a decline in export

earnings in 1972 were fats and oile, pepper and rubber, but for these commodities prices
showed a marked increase in 1973.

13, 48 in previous years of trade expansion, the major share of the export gains
resulting from the considerable rise in the value of world agricultural trade, approximately
two thirds of the total increase, accrued to the developed countries, whereas exports from
centrally plammed countries declined by 3 percent. The valus of the principal agricultural
exports of developed countries rose by a little more than 19 percent over 1971. During
the year, the value of concessional exports of agricultural products by these countries

was not appreciably different from that of the previous year, so that the entire expansion
wag in commercial exports. Congequently, the share of these countries in world
agricultural trade increased from approximately 59 percent in 1971 to 61 percent in 1972.
The export earninga of developing countries rose by approximately 12 percent. These gains
were substantial after the virtual stagnation of 1971, and the generally modest increases
of earlier years., Nevertheless, their share in world agriculiural exports declined from
32.4 percent in 1971 to 31.5 percent in 1972,

14, The unprecedented expansion in the value of world asgricultural exports in 1972
occurred in a period of growing inflation, particularly in industrialised countries, and
fluctuating currency exchange rates. The UN export unit value index for all commodities
rose by 7.6 percent, compared with an average annual increase of only 2.1 percemt from
1963 to 1971, The real purchasing power of agricultural exports for the world as a whole
inereased, therefore, by only about T peroent, although the situation for individual
countries varied widely, particularly for developing countries, according to the commodity
composition of their imports and exports,

15. ~ The Committee agreed that one of the major causes of the current “boom" in
agricultural markets was the simultaneous ocourrence of adverse natural conditions over
wide areas, including some major producing and consuming coumtries such as the UeSeSeRey
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China, India, Bangladesh and Brazil, which caused extensive shortfalls in output of many
interrelated commodities, These shortfalls led to a sharp rise in import demand and a
heavy drawing down of carryover stocks to meet current requirements., The increases in
prices were accentuated by recurrent monetary disturbances, changes in currency exchange
rates and, in the view of many delegations, by widespread speculation in commodity markets,.
A gimultanecus upturm in economic activity in most industrialized countries leading to a
sharp increage in demand for agricultural rew materiasls and the more income~elasgtic foods
gave g further boost to prices.

16, A number of countries had already taken steps to stimulate production in the coming
season, As a result, oulput of many commodities in 1973/’(4 was expected to be much

larger than in the previous year. But with carryover stocks at low levels, and import
demand continuing strong, the short=term outlock was for supplies of most agricultural
commodities to remain in balance with demand though in some cases the position might be
tight. There was little prospect of a significant replenishment of stocks for the next
year or two; in fact, for several commodities carryover stocks in 1973/74 were likely to
be reduced further despite larger output. Consequently, prices were likely to remain
high, slthough below the peak levels attained in recent months. The market situation in
1974/75 would thus depend to a large extent on output in that season. The delegate of one
major exporting country pointed to its considerable potential for further expansion of
grains production by 1974/75 provided prices remained favourable. Most delegates stressed
the need for closer international cooperation, as the solution of the present problem will
depend not only on the exporting countries but also on the main consuming countries.

Other delegates requested the adoption of urgent measures to ensure supplies of basic food
commodities to importing countries at equitable prices.

17. The representative of the International Wheat Council informed the Committee that
the latest forecast of export availsbilit{ies and import requirements in 1973/74 pointed to
& definite improvement in the Bupply/demand. gituation for wheat as production in the
United States was likely to be a record and export svailabilities in Canada were
significantly higher than earlier forecast. GConsequently, total export availabilities

of wheat in 1973/74 were thought to be nearer the upper limit of the earlier forecast of
59 to 62 million tons and might even rise to 63 or 64 million tons. On the other hand,
import requirements were likely to be lower than the upper limit of the earlier forecast
of 62-65 million tons, Thus, while the situastion for wheat would continue to be tight,
the gap between supplies and requirements was likely to be virtually closed mainly owing to
curtailment of demand by importing countries due to higher prices and the prospect of a
further reduction in carryover stocks in the major exporting countries of about 6 to 7
million tons, leaving a closing stock of about 20 million tona at the end of 1973/74.

18, The representative of UNCTAD in his statement to the Committee explained that, while
the dollar value of the exports of all develcping countries had increased substantially
between 1970 and 1972, most of the gains had accrued to petroleum exporting countries or
certain countries whose exports of manufactures had been growing fast. The purchasing
power of the exporis of all other developing cowntries — the great majority - had actually
declined because of the increase in the prices of their imports. Only a slight improvement
in their terme of trade was likely in 1973 according to the OECD's Economic Outloock for
July 1973, and the actusl purchasing power of these countries' exports mIght contimue to
decline, if the volume of their exports were to fall back. The price upswings had not
extended to all commodities exported by developing countries. For some agricultural
commodities such as tea, bananas and citrus fruit, prices had remained depressed even
during 1972 and 1973, Even where they had occurred, increases in prices measured in
dollars were exaggerated because of changes in currency values. The extent of the
exaggerstion was shown in a new index of commodity prices recently computed by the
Cormodities Division of the UNCTAD Secretariat and included in the September issue of its

Monthly Commodity Price Bulletin.

19. The Committee's discussion of the current situation and short-term outlook for trade
touched on a mmber of issues of importance to many countries and regions. There was
general agreement with the Secretariat's analysis of the factors underlying the present
situation, Some delegates, however, stressed the influence of speculation in particular
in determining price changes, Delegates of many importing cowntries poimted to the
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adverse consequences of tight supplies and high prices on their domestic economies, their
balance of payments and their counter-inflationary policies, Delegates of some developing
importing countries warned that the high levels of prices might pose a threat to already
low nutritional levels as they did not have the reserves to pay such inflated prices for
basic necessities. Representatives of several other countries stressed the difficulties
ariging from the high prices of feedingstuffs for their livestock industries and the
effects of inflation in developed countries on the prices of farm requisites imported by
developing countries. I{ was pointed out that, in view of their dependence on imports
for food and their vulnerability in timea of short supplies, the developing importing
countries should be supported in intensifying their efforts toward further increasing
their foed production. Some delegates of developed importing countries stated that the
current situation might also accentuate their efforts toward self-gufficiency in basic
foodstuffs,.

2e Longer—-term issues

20. While reviewing the owrrent sitwation and short—term outlook for world agricultural
commodities, the Committee considered whether the present situation should be regarded as
temporary. Some delegates felt that the probability of the simultaneous recurrences of

all of the main factors which had led to the difficulties of 1972/73 was low end that
therefore the present situation should be regarded as being exceptional. However, some
delegates pointed out that the presemt situation was the consequence of structural
deficiencies to which had been added temporary or short-term difficulties. Whilst
stressing the difficulty of separating long and short-term factors, the Committee identified
several longer—term tendencies in world agricultural production and trade which gave rise to
serious concern.

21, The attention of the Committee was drawn to the slowing down in the growth of
agricultural and food production in the sixties as compared with the fifties, Thie was
atiributed by the Secretariat to three main causes: the curtailment of surplus output of
some basic agricultural commodities by the application of refined supply management
techniques particularly in developed countries; the diffioulties in raising per caput food
production in developing countries due to rising population and their growing dependence on
scarce capital and technology for raising yields; and the difficulties associated with
changing patterns of consumption and production toward protein-rich producta in the
centrally planned economies and in other commtries,

22, Several delegates stressed that while output levels of staple foodstuffs had been
adjusted to effective demand in developed countries in recent years, the potential capacity
for raising production in these cowrtries to meet foreseeable requirements still existed
and could be used if prices were sufficiently remunerative, It was also pointed out that
there was a large potential for raising production in many developing countries which could
be utilized if the difficulties of formulating long-term production plans were reduced by
assuring market access for their agricultural exports at remunerative prices, and by
providing adequate technical and financial assistance.

23. In the light of the potentialities for increased production, several delegates
stressed the need to guard against the possible re—emergence of burdensome surpluses
originating in developed exporting countries in response to the current state of tight
supplies and high prices with attendant adverse reperoussions on commodity markets, Some
delegates of importing countries also stated the intention of their governments to recongider
their agrioultural policies so as to ensure a greater degree of gelf-gufficiency in basic
food and feed commodities. It was, therefore, suggesied that there was a need to keep
under close review the changes made in the agrioultural policies and programmes by both
exporting and importing countries in reactiom to the currenmt situation.

24. The Committee discussed altermative approaches to the solution of long~term commodity
problems. The Committee recommended that priority should be given to raising food
production, which would provide greater protection in the event of unforeseen emergencies,
However, several delegates stressed that inoreases in production for export should not be
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brought about through the use of export subesidies. In particular, the Committee stressed
the need for the developing countries to be able to close the gap between the current, low
rate of increase of their agricultural production and the target rate accepted in the
International Sirategy for the Second UN Development Decade, In this connection the
Committee emphasized both the importance of the cooperation of developed countries in
helping toward the achievement of this goal and the need for developing countries to
consider whether adequate priority was being given to agriculture in their national
development plans,

25, In order for govermments to be able to take appropriate policy decisions, it was
suggested by some delegates that there was a need for more reliable long-term forecasts,
particularly of agricultural production. They recalled that only a few years ago views

had been expressed that the developed countries should reduce their grains production. 1/
The Commitiee recognized that projections could not take into account unforeseesble
fluctuations in weather and continuous changes in govermment policies in response to

changing situations, and was reminded by the Secretariat that the FAO long-~term

projections were not intended as forecasta of what was expected to happen. Accordingly,

ite projections should be used with great caution in drawing conclusions regarding the

actual commodity outlook. In this context meveral delegates felt that it would be

desirable for FAO to reexamine the commodity projectionas, especially for the basic foodstuffs.
The Secretariat informed the Committee that a monitoring exercise on these would be undertaken
and, additionally, that the Intergovermmental Group on Grains decided to review the medium-
term outlook at its next session.

26, Kany delegates pointed out that the producing developing countries were heavily
dependent on agricultural commodities for foreign exchange earnings and siressed that a
fast rate of growth in agricultural production for export should be encouraged by means of
guarantees for improved conditions of access to markets. In this context the Committee
emphasized the importance of the multilateral trade negotiations recently opened at the
Minigterial Meeting of GATT in Tokyo, and the forthcoming intensive commodity consultations
to be held under UNCTAD Resolution 83 (I1I). The Committee's attention was drawn by some
delegates to the provisions of the Declaration of Ministers approved at the Tokyo meeting,
especially the principle of non-reciprocity, maintenance and improvement of the Generalized
Syatem of Preferemces, and the application of differential measures to provide special and
more favourable treatment to the trade of the developing countries.

27 The Committee considered the implications of the current situation and the underlying
longer—term trends for the stability of agricultural commodity markets. While some
delegates felt that the instability of agricultural trade and prices was unlikely to be
greater in the future than in the past, most delegates felt that a new situation seemed to
be emerging in which wide fluctuations in agriculiural markets were likely to become more
common unless appropriate measures were taken. Several reasons were given for the
tendency toward greater instability. 1In the first place, the greater interdependence of
commodity markets, particularly in those between feedgrains, oilcakes and meals and
livestock products, means that large and sudden swings in production or demand in one
commodity will have significant effecta on the volume of trade and prices of the inter—
related commodities. Secondly, the growing dependence of agriculture on industrial inputs
increases the vulnerability of agriculture in the event of irregular input supplies,
particularly for developing countries which have to resort to substantial imports of these
inputs. Thirdly, the pursuit of autarkio policies in the larger countries, with the
consequence that trade forms a smaller part of world consumpiion, would imply that even
slight changes in their production could have pubstantial effects on trade volumes and
prices., Finally, the lack of timely information about production trends and about policy
decisions affecting international trade in the larger cenirally plamned countries could
increase uncertainty in world markets.

l/ For views expressed on this subject, see paragraph 43 in II - International
Agricultural Adjustment,
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28, Several possible approaches to reducing instability in agricultural markets were
discussed by the Committee. Some delegates stressed the role of intermational commodity
agreements and the need to find new techniques to improve the effectiveness of such
agreements., COthers stressed the need to reduce tariff and non-tariff barriers. Other
meagures mentioned which could be pursued within the framework of both approaches were the
adoption of appropriate stock policies, the extension of long-term bilateral or multilateral
contracts and harmonization of national production and trade policies.

29, Some delegates, while referring to the limitations of horizontal diversification on
the part of developing countries, suggested that FAO should provide technical assistance
to individual countries in evaluating the choice of alternative commodity policies within
the overall framework of internmational trade and development.

3. Contents of the FAO Commodity Review and Outlook

30. The Committee welcomed the inclusion of the section on polioy alternatives contained
in the general chapter as well as in the individual commodity sub-chapters. It was felt
that the new format was conducive to action—oriented consideration of international
commodity problems and should be continued., The Committee also welcomed the special
chapter on regional trade and suggested that such studies should be further pursued, for
example by analyzing the effect of changes in exchange rates on the direction of trade

and the implicatione of shifts in the patiern of trade flows between main trading blocs,

in particular for developing countries.
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II. INTERNATIONAL AGRICULTURAL ADJUSTMENT

31, To assist the forthcoming deliberstions of the Seventeenth Session of the Conference
next month, when international agricultural adjustment will be a major theme, the Committee
uwndertook a preview of the analyses and proposals of the Director-General's report to
Conference "International Agricultural Adjustment® (C 73/15). The Committee also had
before it a note which summarized the main points of the document.

32, In introducing the item, the Secretariat outlined the main features of the analysis
and proposals in the Director-General!s study and reported the position of the supporting
studies to be tabled at Conference., The Secretariat also recalled that work in FAQ on
adjustment had evolved under the guidance of the Committee and the subject had been
discussed at several previous sessions,

33. The Committee toock note of the main lines of the Director—-feneral's report to
Conference which interpreted international agricultural adjustment as concermed with the
direction of world agricultural development. What was considered a desirable direction
would change over time but during the next fifteen years or so (and after adequate stocks
had been built up) the report held that the essence of intermational adjustment was a
relatively small retardation of the rate of growth of agricultural output in developed
countries as a group and a significant acceleration in developing countries as a group.
This would be consistent with the differing growth rates of demand in the two groups of
countries and such balancing adjustments could also permit agricultural exports of
developing couniries to grow more in line with rates implied by the objectives of the Second
Development Decade. The report included an illustrative model of trade which suggested
that a policy-induced increase in exporis of developing countries which would be rather
marginal to total production could contribute significantly to the earnings of developing
countries and c¢ould be accommodated within a general expansion of agricultural trade.

34. The question raiged in the Director—Qeneral's report was how the continuous process

of adjustment in the agricultural sectors of all countries could contribute better to the
desired direction at the world level. At the global level there waa no coumterpart of the
national govermment with its power to introduce and implement policies. Equivalent action
at that level could only be undertaken by agreement. The Director—~General's report therefore
suggested for consideration of governments an approach to a strategy of intermational
agricultural adjustment. Although it was difficult to summarize such a complex matter
adequately, the report distinguished several major elements in such an approach:

35. The first would be an acceptance by govermments of international adjustment as the
direction in which world agriculture ought to move and the selection of appropriate broad
objectives for this development. A basic prerequisite for progress would be the readiness
of govermments to try to harmonige or concert national policies in the agreed general
direction.

36, The gecond elememt would consist of guidelines and targets for the changes involved.
These would refer to both national and international situations or outcomes. To draw up
such guidelines and to adapt them to evolving conditions would be a continuing process,
The Director—General had suggested a number of kinde of guidelines or targets which could
be taken into account in the initial set which might be formulated by Member Governments
over the nexti year,

3. The third element of the strategy would be a concerted and periodical reperting on
developments and outlook in world agriculture according to selected indicators, i.e. the
monitoring of changes and outlook, and discussions amongst goverrments based on them.
Following their appraisal of such developments and outloock, governments would be better
placed to undertake or continue in various fora whatever policy consultatione they deemed
depirable to adjust their agricultural policies. '
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38, The Director-General's report concluded that a suitable forum for periodic monitoring
and appraieal would presumably need to be chosen or established by Conference., As to
institutional machinery, a number of bodies which might be used weare already in existence,
both within FAO and elsewhere, and the report suggested that Conference might request the
Council to explore their possible roles in furthering the progress on international
agricultural adjustment. It was the view of the Director-UOeneral that if international
consultative machinery on adjustment had been in position and functioning, the marked
imbalances of 1973 beiween supply and demand of some products would not have reached the
same dimensions.

39. The Committee agreed that the Director-General's report provided a suitable basis
for the initiation of discussions at Conference. It eet forth an approach to the
development of a strategy of international agricultural adjusiment which, while giving a
new focus to intergovermmental discussions, was alao a development of previous FAQ work,

At the present stage, however, the proposals of the Director-Gemeral were in fairly broad
outline and therefore required more detailed elaboration and discussion before their full
implications would become apparent. Some delegates emphasized that, because of increasing
interdependence, it was time for countries to come closer together and make cooperation
more of a reality. National goals had to be related to intermational interests of

broader nature, particularly those reflected in the strategy for the Second Development
mc&de.

40, In commenting on the analysis and proposals of the Director—-General's report on
international agricultural adjustment, the Committee gave particular attermtion to the
following aspects: the concept of inmternmational ad justment; objectives; guidelines and
targets; nmonitoring and outlook discuseions and consultations regarding policy
adjustments; secretariat machinery; and the next steps, espeeially those which might be
taken by the Conference. The views of the Committee are rresented below under those

headings except that the discussion of possible next steps are reported under the foregoing
headings.

The concapt of international ad justment

41, The Committee agreed that agricultural adjustment was the task of bringing and
keeping the supply and demand for agricultural producte, as well as factors of production,
into reasonable balance, both within and between countries, and of doing 20 in & way which
took account of other objectives to which govermments subscribed. An alternative trief
description: "managing change in an acceptable way" was also referred to. Delegates drew

attention to the broad nature of the process and particularly to the importance of aspects
other than trade.

42, To many delegates the essence of internstional adjustmemt, which should be an
evolutionary process, was that national policies bearing on agriculture should be harmonized

to a greater degree during this period of great change in world agriculture. In the '
course of an jmproved harmonization of national policiee, there was need to establish the

means of taking full account of the special requirements and problems of developing
countries,

43, There was considerable discussion of the bearing of recent events in commodity
markets, particularly the shortages of grains, on the requirements of adjustment at <the
present time and what the implications were for the longer term, Several delegates were
of the view that these events demonstrated the unwisdom of earlier advice that production
in developed countries should be reduced and they dombted the correctness of the claim in
the Director-General's report that if international consultative machinery on adjustment
had been in position and functioning the difficulties of 1973 would never have reached the
dimensions which they did. Some delegates, while noting the inherent limitations to the
extent t¢ which future conditions could be forecast, placed emphasis on the need to review
progreas regularly so as to see to what exrtent national policies were improved, Corrections
of deviations from that trend, whether the deviations were shortages or surpluses or took
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scme other form, should comnsist more of coordinated rather than haphazard reactions. The
absence of the means to bring about such coordination was therefore, one of the factors in
the recent difficulties. A number of delegates restated their view that the concept of
international agricultural adjustment as applied to developing countries was symomnymous
with the expansion of their agricultural production and trade. They also said that in the
policies adopted by some developed countries preference had been given to measures for
insulating their markets through protection of their inefficient farms. Such pclicies
should not be followed becaunse of the harm which they did to producing developing countries
and because they did not make an effective contribution to solving the problems created by
temporary situations of shortage.

Objectives

44. The Committee considered whether it was necessary to outline broad objectives in
order to have a consensus as {0 what direction of change in world agriculture was
appropriate, especially in the longer run, ‘The Committee recalled that the Conference, at
its Sirteenth Seasion, had agreed that "international agricultural adjustments should have
as their primary objective the adoption of measures which would meet the special
requirements of the developing countries and that these should be viewed in the context of
the international strategy for the Second Development Decade.,” The Constitution of FAQ
and certain resolutions of the UNCTAD conferences were alsc relevant in this context.
Nevertheless, many delegations considered that it would be appropriate for the forthcoming
session of the Conference to try to make a selection of general objectives pertaining more
specifically to international agricultural adjustment but still within the context already
indicated. -A mmber of delegates emphasized that these objectives should not be related
only to trade, which had received considerable emphasis in the Director—-General‘'s report,
because the Conference at its Sixteenth Session had already agreed that the objectives of
ad justment did not cover irade alone but also structural change in agriculture and
production. They noted that trade policies in many instances were outward symptome of
domestic production policies,

454 There was wide support for the idea that guidelines would be an appropriate element
in a strategy for internatiomal agricuitural adjustment, covering both national and
international aspecis. Such guidelines could translate broad objectives into more
specific terms and allow suitable indicators of progress to be chosen, Many delegates
felt that the suggestions comtained in the Director-General's report, such as possible
growth rates for agricultural exports from develcping countries, adequacy of stocks, or
progressive reductions in levels of export subsidies were a starting point but the range of
guidelines would need to be examined carefully and defined in more detail., The Committee
emphasized the need for guidelines to be interpreted flexibly and to be adapted to changing
conditions, Some delegates drew attention to how events over the past 18 months had shown
how quickly guidelines which referred to the shorter term could become outdated. Other
delegates noted that guidelines shenld enable short—term situations and issues to be placed
more ¢learly in a longer-term context. On the question of whether guidelines might include
quantified targets which were already widely used natiomally and in regional schemes, it
was generally thought that this could best be considered when guidelines .were in the proceses
of being further evolved. It was alsc appreciated that the extent to which govermments
might be committed to guidelines and targeis wounld depend on the relevant circumstances but
delegates generally felt that both objectives and guidelines would be more indications of
intent than of commitment., It was suggested that in order to facilitate the deliberations
of Conference, the Secretariat should attempt to evolve further the guidelines suggested in
the Director—General's report. In doing so, the discuseion of the Committee should be
drawn ons

Honitoring and outlook discussions and consultations regarding policy adjustments

46, The Committee noted that the adopiion of a strategy for international agricultural
adjustment would require close and constant observations and analysis of developments and
of outlooks, Performance, plans and projections needed to be under contimuing review.
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A number of delegates expressed the likely interest of their countries in participating in
a periodic monitoring of adjustment progress against the benchmarks of agreed gnidelines
and objectives., The Committee noted that the Director—General's report distinguished
between (a) discussions which, on the basis of the monitoring of selected indicators, could
assess the extent of progress and problems being encowrtered and (b) subsequent policy
consultations which countries might commence or continuwe in various fora. The main
purpose of the first kind of discussions was to contribute to the information and
understanding of govermments in any subsequent policy consultations. .

Intergovermmental machinery

47 The Committee was of the opinion that sufficient machinery at the international
level appeared to exist in FAO and elsewhere to carry out the taske which would arise
should a strategy of international agricultural adjustment be adopted along the general
lines proposed by the Director-General. It suggested that Conference might consider
entrusting substantive roles to the CCP and the Commitiee on Agriculture, which would
report through Council to Conference,
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III, INTERNATIONAL ACTION TO ENSURE ADEQUATE BASIC FOOD STOCKS

48, The Council had requested the CCP to give a preliminary scrutiny to the Director—
General's proposal for a world food security policy (doc. C 73/17) which will be

considered by the forthcoming session of the FAO Conference., The Committee was requested
to advise on the commodity policy aspects of the proposal and in particular on the proposed
guldelines for stock policies and the suggested consultative machinery.

- 49« . At the invitation of the Committee, the Executive Director of the World Food Programme
outlined the Programme's experience in national food reserve projects and the conclusions of
the recent session of the Intergovermmental Committee as to the WFP's future role in assisting
developing countries to build national food reserves., He also recalled the main
recommendations of the WFP report on "Food Aid and Related Issues in the Second Development
Decade™, approved by the IGC in 1970, Although the WFP's capacity to provide assistance

in the field of national reserve stocks was severely limited at present by the extreme
scarcity of resources, he believed the attitude of donor countries wounld be sympathetic

when requests for specific projects, particularly for the least developed countries, were
considered,

50, The Committee noted that it was not called on to decide on the general acceptability
of the proposal, which would be the responsibility of the Conference, It stressed the
preliminary nature of its comments especially since many member governments were still
studying the proposal and had not yet determined their position, which would be stated at
+the FAO Conference.

51. The Committee considered that the Director-General's proposal was a timely
initiative in view of the widespread concern over the adequacy of world food stocks and
recognized that a2 major rebuilding of stocks would not be possible at least until after
the 1974 crops were harvested, but the opportunity shounld be taken now to consider how a
recurrence of world shortage conditions could be avoideds Although & new pattern of
stockholding would have to be developed gradually, there should be no delay in reconsidering
national stock policies in the light of the changed world supply situation, and a number
of delegates indicated that their govermments were actively reassessing their stock
policies, The Committee noted in particular the statement of the United States delegate
who pointed out that, although his country would comtimue to hold stocks commensurate
with its responsibilities as the world's largest grain exporter and food aid donor, food
storage was costly and it could not be expected that the United States and Canada alone
would maintain the world's food reserves,

52 A mumber of general commerts were made on the proposal, which envisaged an
international undertaking by govermments to adopt natiomal stockholding policies with the
common objective of maintaining & safe level of global stocks to ensure an adegquate world
availability of cereals, the basic foodsiuffs, to sustain a steady expansion of consumption
and to offset the year-to-year fluctuations in output. Several delegates agreed that any
acceptable scheme must, as envisaged in the proposal, leave the key decisions in the hands
of individual govermments, This implied that the effectiveness of the proposals would be
proportional to the efforts of individual countries and the extent of participation. I
was stressed that it would be particularly necessary for mejor grain producing and
consuming countries such as the U,S.S.Rs to participates In this connection, it was
noted that the Director~General envisaged transmitting the text of any resolution on this
subject, as may be agreed by the Conference, to the U,S,5,R, and other non-member nations
requesting their cooperation. It was also noted that the U.S.S.R. was a member of the
International Wheat Council which, on the invitation of the Director-General and as
suggested by the FAO Council, was considering its participation in the proposed scheme,

53. The Committee considered that the relationship of the proposed international
undertaking to the GATT trade negotiations should be further clarified and, in particunlar,
it should be made clear that any such undertaking as might be adopted by the Conference
should be without prejudice to any future multilateral negotiations on an international
grains arrangement in the GATT or under other auspices.



54. Some delegates pointed ocut that the procedure emvisaged by the Directcr=General of
soliciting an "undertaking” from delegations at the Conference was quite umsual. In the
past, governments had not been asked to make undertakings until all information needed for
a full uwnderstanding of their nature, scope and limitations had been made available to them.
They felt that this practice should comtimme to be respected, Other delegates stressed
the urgency of initiating international action on this matier withoul delay, and hoped that
the forthcoming Conference could take some definite decisions leading to effective action.

55 Questions were also raised as to the relationship of the Director-General's proposal
for a world food security policy to the recent proposal of the United States Govermmemt in
the UN General Assembly that a World Food Conference should be held in 1974. Some
delegates siressed that this initiative might imply the need to revise the Director-
General's proposal and also to review FAO activities in this field. The Committee was
informed by the United States delegate that this proposal, as well as the poseible time,
Place, auspices and agenda, was still under consideration in UN bodies, It was also
informed that the Director-General had welcomed this initiative, and had pointed out that
the forthcoming session of the PAO Conference would be an ideal forum for a more detailed
consideration of the United States proposal,

56, The link between food security and food aid was underlined, especially as there was
a problem of not only assuring world supplies but also of financing food assistance in times
of shortage. In thias commection, some delegates stressed that food aid programmes should
not be used as a chammel for disposing of surpluses accummlated as a result of subsidized
production, since this wounld adversely affect world markets in general and p:rticularly the
interests of developing countries heavily dependent on agricultural exports. They further
stressed that such policies should be avoided because of the need to ensure stable and
remunerative prices in these markets for agrionltural producers in the developing cowrtries,
They emphasized, therefore, the need for the proposal to provide clear safeguards against
this danger. In this comnection the Committee noted that the Consuliative Sub-Committee
on Surplus Disposal had prepared in 1957 a détailed report on the use of food aid for
building national reserves in developing countries,

5T The difficulties which would arise in the practical implementation of the proposal
were siressed by various delegations in discussion. Thus, reserve stocks should be isolated
from commercial markets in order to avoid hawing a disruptive effect. As regards the
concept of "minimum" stoocks, it was suggested that the operatiomal problems of the
international sugar agreement, and particularly the activities of private stock holders,

had shown that over-reliance should not be placed on this es a sole means of asswring world
food security in times of severe shortage. It was also suggested that the purpose of the
“proposal should distinguish more clearly between the food aid and disaster relief aspect,
and the price stabilisation aspect, since each of these aspects would require different
types of intermatiomal action, The Committee was informed that the Director-GCeneral's
proposal had a more general purpose of helping to ensure a more stable flow of world food
supplies at all times inclwding periode of orop failure; the holding of minimum stoocks witk
this general purpose would have an indirect effect in reducing price fluctuations, and a
direct effect in ensuring the availability of adequate supplies to maimtain a contimity in
food aid programmes,

58, The Committee noted the financial and technical difficulties faced hy developing
counrtries in maintaining their food stocks at adequate level, Food production was a
separate but related problem, since many dsveloping countries could only build up their
stocke if they wers able to produce more grains than their curremt consumption requirements.
It was felt that a programme of intermatiomal assistance, as envisaged in the proposal,
would be an essential element if the proposal was to be fully effective, In the view of
several delegates implementation of the proposal would have to be accompanied by definite
occamitments of assistance by developed countries, They also stressed the importance of
ensuring that the WFP had eufficient resources to play a significamt role in assisting
developing countries in natiomal food stook projects. It was stated that there would be
contradictions in smpporting the Directer—General's proposal while at the same time not
sssuring adequate resources {0 WFP to emable it to assist developing counmiries, and in
particular the least developed coumntries,
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59. The delegates of several developed countries pointed out that their governments were
providing economic aid in the grain storage field and some others stated they were willing
to extend such aid in the future, I was also euggested that the proposal could provide
an improved basis for setting priorities for international aid for long-term stockholding
programmesg in developing countries.

s
60. A number of guestions were raised on the cost of establishing and operating reserve
stocks, and it was suggested that more information was needed on the cost of storage., The
Committee was informed that a number of studies had already been carried out by FA0 on
storage, storage costs and food reserve policies, and +thease could be made available to
interested governments. A recent interagency meeting had also recommended a general study
on food stock policies, for use in project formulation, which would cover both the costs
and benefite of storage programmes as well as other related issues., The interagency
meeting also considered the possibility of orgeaniging joint missions to assist developing
countries in their storage programmes.

6l. Some delegates also considered that the coste ocould be reduced through the holding
of regional or international reserves., Recent experience in the Sahelian Zone of West
Africa, which had shown the difficulties of providing aid to land-locked countries even
if there were adequate global supplies, indicated the need to consider decentralized
storage as well as regional reserves.

62, As regards the proposed consultations, many delegates considered it would be
beneficial to hold regular intergovermmental consultations on the adequacy of food stocke,
The Committee noted that the Director-(eneral proposed the use of existing machinery for
carrying out the suggested consultations, and it agreed that full use should be made of

the standing bodiea with responsibilities in this field., Some delegates considered that

it would be appropriste for the FAO Council, with the assistance of the appropriate
aubsid:.a.ry bodies as suggested in the Director—(ieneral's proposal, to be responsible for
assessing the adequacy of food stocks and to advise govermments on any action considered
necessary to remedy any related problems in asguring adequate food supplies. It was also
agreed that the Intergovermmental Groups on Rice and CGrains, perhaps through joint sessioms,
could have an important role in assessing stock levels, The Committee noted that the Graine
Group had not yet been able to adopt definite recommendations on procedures for appraising
the adequacy of stocks, as it comsidered that this involved problems which called for a
thorough investigation.

63, The Conmittee also noted that the Grains Group had carried out a preliminary review
of the information system required, The main need, in the view of some delegates, was to
gain the full cooperation of all the main grain producing and consuming countries, It

would also be necessary to standardize the form in whioch information was reported, and it

was noted that the Grains Group had agreed on a guestiomnaire on stocks which might be

sent to goverrments to test what information would be forthcoming, Some delegates of

the Committee considered that the information system should provide an early warning, at

the intergovermmental level, of changes in stocks, food supplies and policies, and that it
should be extended to cover information on essential production requisites such as fertiliger
go a8 to facilitate production plamning.

64. Strees wan laid on the need to assocviate closely the Imternational Wheat Council
with the proposed machinery for information and consultation. The Executive Secretary of
the International Wheat Cowncil informed the Committee that the INC had commended the
Director—General's initiative and considered the proposal worthy of further consideration,
The Wheat Council, which could play a role both in the proposed food information aystem and
in the appraisal of stocks, was ready to cooperate closely bearing in mind the need to avoid
duplication of effort.

65. As regards the proposed voluntary gnidel:lms for nnt;lonal stock policies, the
Committee noted that theme were intended as general conltdontim for govermments to take
into account in reviewing or establishing stock policies, with a view to ensuring that a
common objective was kept in mind., They did not sttempt to set forth a precise formula
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for determining the level of stocks, It was also noted that the guidelines were not
exhaustive, and it was intended that each country would apply them in a flexible way
according to its circumstances. Several delegates agreed that this wovld be a sensible
approach as stock requirementa varied according to local circumstances and the determination
of national stock levels was a matter for decision by the individual govermments concerned.

66, It was suggested that the term "world food security" might not be appropriate to
describe the proposal, as an improved world trading system and other factors, such as food
aid, and larger food production and other measures in addition to adequate stocks would be
involved in this very broad concept. Some delegates streased that the administrative
expenses to FAQO of any scheme should be kept to the minimum possible.

67. The observer for the International Bank informed the Committee that the President

of TBRD sirongly supported the efforts of the Director—(General to organize a coordinated
system of national food reserves and that he was fully prepared to recommend that the

World Bank participate in its financing. The observers for the UNCTAD and the Commonwealth
Secretariat informed the Committee of their organizations' interest in the proposal and of
willingness to collaborate at the secretariat level in future work in thie field. The
representative of UNCTAD in his statement referred in particular to the relationship of the
proposal to international price stabilization arrangements.
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Iv, REPORTS OF INTERGOVERNMENTAL GROUPS AND SUBSIDIARY BODIES

e Grains

68, The Committee toock note of the Report of the Sixteenth Seassion of the Intergovernmental
Croup on Grains. With regard to the 1973/74 season, the Committee noted the Group's
conclusions that for wheat in spite of a considerable expansion of production the outlook
was for a somewhat reduced but atill large volume of trade and a further reduction in
carryover stocks, A number of delegates pointed out that export availabilities had
increased as a result of policy decimions to reduce stocks further, as well as of an
improvement in crop prospects in major producing countries. A& number of delegates referred
to the poseibility that export availabilities of wheat might be increased if the EEC reduced
or eliminated the denaturing premium. The representative of the Commission of the EEC
informed the Committee that this matter was being actively considered by the EEC authorities
and that a decision was expected in the near future, Also for coarse grains, the Group's
report indicated that a substantial rise in output was in prospect, and its forecast of
trade showed a balance between export availabilities and import requirements. However, some
delegates stressed that the CGroup's forecasts did not indicate the meximum quantity of coarse
grains that could be made available for export, as carryover stocks could be reduced if
import demand for coarse grains should rise above the forecast.

69. A number of delegstes drew attention to the grave problems which had been created
for developing countries by the present world grain shortage. Delegates of developing
countries attending the last session of the (iroup on (rains had pointed out in particular
that, even though some improvement had been reported in actuwal export availabilities of
grains, the continuing high prices, shortage of credit, and reduced food aid programmes
prevented these countries from obtaining all their requirements, The Group's report
contained suggestions made by a number of delegates on ways of alleviating the harmful
effects of the current shortage on the developing countriea, A delegate from an observer
coumtry suggested that the Group on Grains should be asked to consider these suggestions
at its next session and t¢ make specific recommendations to CCP on this matter.

70. The Committee noted that the QGroup had decided that it should meet again in April
1974 to reassess the world grain position after the harvest in the southern hemisphere had
been completed. It was the understandi of the Committee that this would be a forward
looking assessment mainly looking to 1974/75 and possibly beyond, and that the Group
intended to make a thorough analysis of the medium-~term outlook at its next regular session
in October 1974.

T1. The Group's discussion on the practical problemes and procedures involved in, and the
information system required for, an appraisal of the adequacy of world cereals stocks in
commection with the Director-(eneral!s proposal for a world food security policy are
referred to above in section III. The Committee recognized that an evaluation of the
adequacy of stocke raised a number of difficulties which the Group had encountered in its
preliminary exploration of the matter which had not enabled it to a.dopt concrete
recommendations.

T2e Ap regards the intensive intergovernmental consultations on grains (excluding wheat)
which the Group had been requested by UNCTAD to undertake, the Committee noted that a
segaion for this purpose was now scheduled for 3=5 April 1974. A number of delegates
stressed the importance they attached to these consultations, and emphasized that adequate
documentation should be submitted to member governments well ahead of the session. _(ne
@@ﬂ::& that it would be premature to hold intensive congultations in April, since
governme might not be in a position to make proposals on grains at that stage in view
of the expected timetable for the GATT negotiations, but other delegates favoured the

dates selected, emphasizing the separate character of the intensive consultations to be
undertaken under the UNCTAD resolutions. The delegate for Argentina pointed out that his
goverrment had not yet been consulted by the Seoretary-General of UNCTAD on the type of
graing to be covered by the consultations and thet consequently, his government had not yet
been able to define itas position on the subject of the types of graina to be included,
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2. Rice

73, The Committee took note of the Report of the Seventeenth Seassion of the
Intergovernmental Group on Rice held in New Delhi in May 1973. It expressed its
appreciation to the Govermment of India for the hospitality extended to the Group.

T4 The Committee stressed that the developing countries account for the bulk of the
world rice imports. Most delegations endorsed the Group's view that, although in the
ghort run production adjustments might have to be in developed countries because of the
greater flexibility of their production system, in the long run the emphasis showld be on
assisting developing countries to strengthen their production base so as to diminish their
dependence on imports. The basic need was to secure sufficient supplies of rice at
reasonable prices to countries whose crops were affected by natural calamities, while at
the same time assuring stable markets to exporters at reasonable prices. It was agreed
that wide fluctuations in world rice supplies and prices were in the interests of neither
the exporting nor the importing countries.

75 Several delegates stressed that the main rice problem was still a production
problem, the solution of which required, inter alia, investment in improving and extending
irrigation facilities and in providing sufficient supplies of eritical inputs, such as
fertilizers and pesticides. In this connection the Committee suggested that the Rice
Group should consider carrying out studies of the rice policies and programmes of selected
developing rice importing countries which produce rice, analyzing the progrese achieved
and the main bottlenecks encountered, along the lines of similar studies presently
undertaken by the Group for selected rice exporting countries,

T6. Some delegates suggested that, in view of the importance of rice for many
developing countries, the Intergovernmental Group on Rice should meet every six months so
as to keep the developments in the world rice situation under closer review. However, the
Committee noted that in addition to the survey of the world rice situation and outlook made
by the Group at its annual session, the Secretariat carried out periodic reviews which
were made available to the governments in the Commodity Review and Outlook, the amnual

FAO Rice Report and the up-to—date statement presented at the CCP session.

T7e With regard to the intensive ad hoc intergovernmental consultations in pursuance of
UNCTAD Resolution 83 (III) the Committee was informed of the documents that the FAQ
Secretariat had prepared and that the UNCTAD Secretariat was preparing for the forthcoming
consultation on rice. Some delegates stressed that in the case of rice, the important
aspects that would need to be tackled at the consultation related to the problems of
pricing policy and the coordination of national stock policies, One delegate felt that

a solution might be found in an international rice agreement.

30 Meat

T84 The Commitiee noted the report of the Third Session of the Intergovernmental Group
on Meat (CCP. 73/7) which met in Rome in June 1973. Several delegates pointed out the
quality and usefulness of its studies and discussions, and it was stressed that this was
the only international forum dealing with world meat problems, Delegates underlined in
particular the usefulness of the Meat Trade Intelligence Bulletin and agreed that the
Bulletin should be continued on a permanent basia. It was appreciated that the compendium
on trade and non-trade barriers had been updated but a delegate felt that a more detailed
inciusion of health regulations would increase its usefulnesa, especially in the light of
the possible forthcoming trade negotiatione, The Committes supported the Group's efforte
to improve its work in the cereal/feed/livestock sector and several delegates stressed the
need for close cooperation in this field with the Intergovernmental Groups on Grains and
Oilseeds, 0ils and Fats. As concerns the Group's future work on commodity projections,
the Committee welcomed the intention of the Secretariat to submit to the Group's next
session a monitoring study on the 1980 meat production and demand projections, with special
reference to changes in per caput consumption patterns and the effects of price changes on
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the demand for the major types of meat.

79 The Committee was informed that, following the Group's recommendation, a revised
proposal on an international meat development scheme would be submitted by the Director-
General to the next session of the Committee on Agriculture, which would be considering
the general problem of livestock development. Several delegates stressed the importance
for many developing countries of expanding meat production as a means of meeting the
protein requirements of their populations and of increasing foreign exchange earnings and
for these reasons assistance from FAQ and other sources for developing the livestock
gector wag welcomed. As regarde the possible inclusion of meat in the intensive
congultations under Resolution 83(III) of the UNCTAD Committee on Commodities, the Committee
noted that UNCTAD was the competent body to decide on this question, by means of
consultations between the Secretary-General and governments, and with the agreement of the
latter.

4e Qilseeds, 0ils and PFats

80, The Committee noted the Report of the Seventh Seasion of the Intergovernmental Group
on Oilseeds, Oils and Fats (CCP ?3/4) which met in February 1973. The (roup's regular
evaluation of the short-term market outlook, which now also covers oilcakes, had therefore
been prepared before the recent upsurge in world market prices for ocilseeds, oils, fats

and oilcakes., The Committee noted that in addition to market outlook work, the Group's
current programme included work on promoting itrade between developing countries, on
examining the possibility of a programme of end-use research for lauric oils and palm oil,
and on the; problems of aflatoxins in cilseeds and oilcakes. However, considerable
emphasis was being given to the analysis of trade liberalization problems, The Committee
felt that studies of the type recently prepared for the Group on tariff and non-tariff
barriers (CCP:0F 73/5) were useful, particularly for developing countries in their
preparations for both the intensive consultations under the UNCTAD resolutions and for the
multilateral trade negotiations of the GATT. The Committee was informed that work on the
studies requested by the Group at its last session on the assessment and quantification of
geveral specific tariff reduction measures were well advanced and that the Group's recent
and current work on trade liberalization would be part of the documentation for the
intensive consultations.

81, Some delegates expressed the view that the various barriers to trade facing
developing countries were not inconsiderable and that proposals for action posgibilities
should cover both the queetion of reducing or abolishing duties on crude and refined oils
in order to favour industrialization in the developing countries and that of discouraging
inefficient production of fats and oils in developed countries.

82. It was pointed out that tariff reductions were only one of the subjecis for the
forthcoming intensive consultations and that additional work on other topics would also
need to be undertaken by the Secretariat in order to service the consultations., The
importance of timely distribution of documentation was stressed, as also was the particular
need in this group of commodities for as wide a country participation as possible,

Se Cocoa

83, The Committee heard a report on the recent session and other activities of the
Sub~Croup on Statistics of the Intergovernmental Group on Cocoa. It noted that the
Thirty-Third Session had been convened as a special session in response to a request by the
Interim Committee of the Imternational Cocoa Council in order to provide statistical
material bearing on the question of export quotas which the Council had t¢ consider, It
also noted that the Sub-Group had requested a further meeting to be held this year and

that this had been arrangeds firat to undertske its usual forecasts of production and
grindings; and secondly to discuss and make recommendations on the future role of the
Sub-Group - in fact whether it should be terminated in view of the commencement of
operations by the International Cocoa Council.
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84. The Committee noted that delegates to the Sub-Group's sessions had expressed the
view that the success achieved and the expertise built up by both the Secretariat and the
Sub=Group was of great value to all exporting and importing countries, and it was their
view, therefore, that FAQ could have a continuing role to play in international
cooperation in cocoa production and marketing, Delegates had poimted out that the
statistical requirements of the Council were different from forecasts of production and
demand made by the Sub-Group. Furthermore, other important cocoa activities carried on
by FAOQ at the request of the Sub~Oroup would need to be taken into congideration by the
governments. The representative of the Director—General had noted, however, that FAQ
was operating under considerable financial restraints and it had been his view that, once
in operation, the Council should be able to take over most, or indeed all, of the Sub=Croup's
activities and in particular the publication of the Statistical Bulletin. However, the
Director-General had agreed, in view of the importance of cocos to so many developing
countries, that he would do his best to meet the request of govermments.

85. The Committee also noted that the Executive Committee of the International Cocoa
Council had decided, in principle, that the Council would need a statistics committee and
that the Executive Director of the Gouncil had been authorized to discuss the matter with
the Sub-Group and the Director—General at the Sub=Group's next msession. The Committee
noted that specific recommendations on the Sub—Group's future were, therefore, to be made
at this session, but some delegates felt that consideration should be given to continuing
the Sub—Group for the time being. A report on the result of the discussions would be
pregented to the next session of the CCP.

6. Tea

86, The Committee took note of the Reports of the Sixth Session of the Sub=Group of
Exporters and the Second Session of the Sub-Group on Promotion of the Intergovernmental
Group on Tea, held at FAQO this year, It noted that delegations from 17 exporting
countries which accounted for 95 percent of world tea exports had decided to continue the
informal "quota" arrangement for the years 1973/74 and 1974/75 and to consult on market
developments, Furthermore, the Sub=Group had decided to examine the possibilities of

additional approaches in international cooperation to solve the persistent problem of low
prices,

87. There had been little improvement in export prices, as the trade realized that the
quotas would not significantly reduce supplies coming to the market, The Committee
therefore expressed interest in the work on "multidimensional® international cooperation
and in the preparations for meetings of the Exporters Sub=Group and for the intensive
consultations, Siudies on various techniques for improving prices =~ or at least for
stopping the price erosion in real terms that had persisted for ten years or more - were
being prepared in FAQ and in UNCTAD, with a view to presenting specific suggestions,
Further, since it had been agreed that promotion was an essential part of a comprehensive
approach to the solution of the tea indusiry's problems, the cooperation had been sought
of the URCTAD/GATT International Trade Centre. It was hoped to arrange first an
international symposium on market expansion, at which experts would analyze techniques
and methods of promotion and marketing and ascertain how consumption could be best emhanced
in developing and expanding markets, and, secondly, a global study to evaluate the cost-
benefit effect of different levels of inpute into promotion with relation to the
incremental consumption to be gained in various expanding markets. The Trade Centre was
exploring ways to finance these projects which could be of substantial benefit to tea
exporting countries, The Committee hoped that the above mentioned activities would be
pursued actively in view of the persistence of depressed international tea prices,
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Te Bananas

88. The Committee received the Report of the Fifth Session of the Intergovernmental Group
on Bananas., Delegates recorded their appreciation to the authorities in the Federal
Republic of Germany for the excellent arrangements for the session and the warm hospitality
provided,

89, The Commitiee noted the Group's conclusion that while trade during 1973 was likely
$0 be in balance due to adverse climatic factors in most main producing regions, prices
still presented a problem on most markets particularly when viewed in relation to rising
production and distribution costs. It wae also noted that banana prices had not followed
the sirong upward trend noticeable for most other commodities, and medium~term forecasts
indicated that there was still a likelihood of a considerably greater increase in export
availabilities than in import demand even at the low current prices.

90. The Committee welcomed the constructive work which the Group had undertaken in the
field of access to markets and it was recognized that discussions of the Group had helped
maintain a trend toward market liberalization in zccordance with the spirit of the Canary
Islands consensus. 1/ The Group's discussions had also brought about a closer
understanding beiween free market and preferential market .suppliers. Some delegates
emphasized, however, that there was still room for further progress toward trade
liberalization and cited in particular the tremendous growth in Japanese consumption since
that country had removed quantitative restrictions on banana imports in 1963,

91. The Committee recognized that one of the most important problems confronting the
wor]d banana economy was how to achieve balanced expansion in production and trade at
reasonable prices. It welcomed the progress achieved at the Bremen meeting and approved
the Group's recommendation "that exporting couniries should undertake all necessary efforts
with the aim of adjusting their production programmes to market requirements, in particular
as regards quantity and quality, with a view to obtaining prices which are remmerative to
producers and fair to consumers and to reducing excessive price fluctuations so as to
improve the income of producing countries".

92, The Commiitee noted the opportunity of the intensive comsultations on bananas
scheduled for the spring of 1974 and expressed the hope that they would yield meaningful
resulis. Some delegates suggested that, to gain the maximum benefit from these
consultations, it would seem desirable that the Sub=0Oroup of Exporters should meet
beforehand, They referred to the possibility of a meeting of free market exporting
countries in order to clarify the position of this group. They considered that such a
meeting could facilitate progress in the Sub-Group of Exporters and in the intensive
consultations,

8. Citrus Fruit

93. The Committee was informed that the Intergovermmental Group on Citrus Fruit had not
met since the previous session of the CCP but that a regular session was scheduled for
May 1974 in Athens, (reece, and that intensive intergovermmental consultations on citrus
fruit would be held at a special session of the Group in Jamuary 1974 in Rome.

94. The Committee took note of the deterioration in the citrus situation, in particular
that of oranges. International markets were increasingly suffering from temporary
imbalances of supply and demand resulting in marketing difficulties and low prices.
Prespects for an improvement of the situation were not favourable as further substaential
increases in supplies were expected. There was serious danger of structural surpluses of

l/ Report of the Second Session of the Intergovernmental Group on Bananas, CCP 67/28,
para 22.
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oranges and tangerines unless major improvements could be effected in market access and
consumption., Although the processing sector appeared to provide some scope it was not
thought that diversion of fruit, surplus to the fresh market,t¢ processing would provide a
viable alternative in the future, Specialized production exclusively for processing had
substantially expanded and it appeared doubiful whether processing industries based on
residual supplies could be competitive., Prospects for lemons and grapefruit were somewhat
more favourable,

95. The Commititee noted that the citrus economy was confronted with serious problems both
in the field of market access and pricing policy. 1In view of this, the importance of the
work of the Intergovernmental Group was strongly emphasized by a number of delegations from
citrus exporting countries. They also stressed the need for more regular sessions,
preferably ammual, as this Intergovermmental Group provided a useful forum for the exchange
of information on all aspects of the world citrus economy and for intergovermmental
consultations on policies.

9. Wine and Vine Products

95, The Committee was informed of the favourable trends prevailing on the international
wine market., These had been partly due to the reduced 1972 output but more particularly
to the continuation of keen international demand, notably for better quality wines.

Prices rose appreciably and stocks were run down. Prospects were good for a continuation
of these favourable trends, although the 1973 crop was considerably larger than that of the
previous year, The Committee heard with interest of the continuing efforts of the
Secretariat to organize training courses in developing countries for the improvement of
wine quality. Unfortunately, financial restraints faced by the UNDP had delayed the
implementation of these plans.

97. The Commiti{ee expressed appreciation of the up to date information on produection,
trade and other developments issued periocdically by the Secretariat and requested that
these reports should be continued. Finally, the Commitiee expressed appreciation of the
generous offer of the Govermment of Spain to host the Third Session of the Intergovermmental
Group in 1974,

10, Jute, Kenaf and Allied Fibres

98, The Committee took note of the Reports of the Sixth and Seventh Sesaions of the
Intergovermmental Group on Jute, Kenaf and Allied Pibrea, and noted in particular that, at
the lattez- session, the Group had agreed on a moderate rise in the recommended indicative
target price ranges for Bangladesh jute and Thai kenaf., In this comnection, the Committee
welcomed the fact that Bangladesh, the main Jute exporting country, had continued to maintain
ite export prices within the recommended indiocative range, As a consequence of the
successful operation of the informal arrangements, jute had been virtually the only
agricultural raw material whose prices had remained stable over the past 18 months. With

incx_-eg.aed supplies available this season and a continued stability of price, its competitive
position vis-3-vis synthetics had improved,

99. The Committee noted that the Group continued to review the progress of the UNDP and
IBRD efforts to establish "Jute International®™ with a view to furthering research, product
development and promotion of jute and kenaf on an international basis. The CCP fully
endorsed this action, stressing the importance of finding the necessary financial and other
aupport for research and development work not only on food crops but also on jute and other
agricultural raw materials.
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11. Hard Fibres

100. The Committee took note of the reports of the Fifth and Sixth Sessions of the
Intergovernmental Group on Hard Fibres, A mevere shortage of eisal, and consequent high
prices, had rendered the informal arrangements on sisal and henequen inoperative in 1972-73,
though the Committee noted that virtually all countries participating in the Group had agreed
on the need to retain the arrangements in being in principle until a more normal situation
would enable them to be operated again more succeasfully.

101. The CCP also noted that the Group had substantially raised its recommended indicative
target price for African sisal, though this was still well below actual market prices, which
were dangerously uncompetitive with synthetics in the longer run. The Croup had alsec

decided not to proceed for the time being with discussions on a longer-term formal commodity
agreement for sisal and henequen, nor on the proposed development of an export stamp scheme,

102, The Group was continuing useful work on hard fibre research through its Advisory
Working Party on Hard Fibre Resesrch, and in this connection the CCP reiterated the need for
intensified intermational cooperation and coordination in further research and development
work for hard fibres and other agricultural raw materials threatened by synthetics. Finally,
the Committee noted that full account should be taken of the special requirements of coir
fibre and coir yarn in the development of the Group's work programme, especially in relation
to the tranafer of proceseing technology from developed to developing countries, and in
studies of the competitive situation of hard fibres vis-t~vis synthetics.

12, Congultative sub—Committee on Surplus Disposal {GSD)

103. The Committee took note of two reports of the Consultative Sub-Committee on Surplus
Disposal, the Twenty-Third Report to CCP (CCP 73/13) and the Second Report on "Tied Sales"
(ccp 73/19). The Commitiee expressed its thanks to Mr. George Mackey, the Acting Chairman
of the Sub-Commtittee, who had come from Washington to present the two papers. He noted
that the CSD, which had been ably chaired by Mr. A.F. Ludowyke, Delegate for Sri Lanka,
until his departure from Washington twe months previously, is now comprised of 45 member
countries, the Buropean Economic Community, 19 obaerver countries, and 7 international
organizations. The CSD had reviewed 230 notifications of transactions during the period
under review {September 1972 - July 1973). The bilateral transactions involved 50
recipient countries and 9 donor countries, while the notices of World Food Programme
projects covered 33 recipient countries. While the discussions had focussed particularly
on the practice of "tied sales" provisions in food aid transactions, consideration was also
given to CSD/WFP consultation procedures and the Turkish wheat reserve project of the WFP,
Efforts during the reporting period to quantify "relatively small size" transactions subject
to ex post facto notification had to be set aside until the "tied sales" report was
completed, but the CSD expected to give this matter increasing attention.

104. Referring to the Second Report on "Tied Sales™ the Acting CSD Chairman recalled that
after the first report had been submitted in 1969, the Committee had asked the CSD to
continue its watchful role over "tied sales" or "tied ususl marketing requirements" and
"tied offset requirements". Following a proposal in CSD to review this practice and to
update the 1969 report, it agreed to discuss the subject as a main agenda item with the view
to submitting a report to the Committee. The second report comprised s short substantive
main text, to which were appended a statistical annex and 14 country statements. The

:ﬁtiggDChairman said that it had been no easy task to accommodate the divergent views within
e .
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105. The CSD report had summarized these views as follows:

(i) Delegatea eriticizing tied provisions asserted that such practices restricted
growth of commercial markets, often tended to freeze a status quo that favoured
the tying donor, restricted the commercial freedom of the recipient, diluted
the quality of food aid and offered a dangerous precedent for the growing
number of countries engaging in concessional transactions. They believed that
global UMRs offered sufficient protection to all commercial suppliers. In the
interests of continued efforts toward freer trade a number of CSD delegates
urged the United States to reconaider its policy on "tied sales™ with the
view to eventual elimination of such provisions in ite concessional transactions.

(ii) The United States reaffirmed its position that "tied sales" provisions were
esgential to its efforts to prevent its concessional sales from displacing ite
compercial sales in an established market. The United States also pointed out
10 the CSD that its procedures which were developed %o protect its markets and
those of other suppliers had been adopted in most respects by FAO in its basio
Principles, It denied any transgression of the Principles either in fact or
spirit, and defended its right, if not necessity, to operate as it had and
stated that it would similarly defend comparable rights of other supplying
countries.

106, The CSD also reported that the analysis of more recent statistics on transactions
indicated little change from the earlier report, but the incidence of "tied"™ provisions had
decreased.

107. THoting that food aid remained important even though rescurces were now tight in donor
countries, and that therefore the role of CSD was still of significance, the Committee
commended the CSD for the two reports, in particular the Second Report on "tied sales".

108, Many delegates reiterated their opposition to the practice of "tied sales" for the
reasons given above, regrefted their conmtinmation and supported the relevant conclusions

of the C5D. They reaffirmed the position of their governments as fully set out in the
statements attached to the Report on "Tied Sales". They hoped thai the present market
situation would make easier the elimination, or the phasing out, of the practice. 'The
delegate for the United States stressed that <the purpose of "tied UMRs" was to protect
the legitimate interests of the United States, not to encroach on the markets of other
suppliers, and his govermment continued to discuss bilaterally and in the CSD any questions
raised. The CSD had now thoroughly explored the matter, and he expected it, in ite normal
monitoring of transactions, to keep the CCP informed of developments in this area.

109. The Committee endorsed the recommendations in the Second Repvort as follows:

(i) The CSD should continue to follow closely the use of tied provisions and have
prepared for it a quarterly summary of transactions contiming tied provisions.

(i) In its regular reviéw of concessional transactions involving "“tied sales", the
CSD should give particular attention to:
(a) trends or changes in such transactions;
(b) new or unusual provisions in such transasctions;
(¢) actual or potential impact of tied provisions on patterns of trade;
(4) guidelines followed in defining or negotisting tied arrangements;
(e) factual analysis of and procedures used in determining UMRs, and

(f) arrangements made- for reporting actual shipments undertaken as opposed
to potential presented in tied transactions.
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110, In addition, there was wide support in the Committee for the proposal that countries
using "tied aales™ provisiona provide interested third countries with information on the
factore which led to their use, and that the CSD should lock at the root causes of Mtied
sales" transactions and formumlate guidelines for presentation to the Committee,

111. In general, the Committee welcomed the comtinuing useful work performed by CSD and
the contribution which it had made over the years toward an orderly disposal of agricultural
commodities. It agreed that, in view of the great changes in comditions which had

occurred since the CSD was established nearly 20 years ago, it would be opportune for the

CSD to evaluate its overall activities, and also to consider whether any change in name
would be appropriate.
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V. OTHER COMMODITY MATTERS

1. Pepper

112, The Committee was informed of the favourable developments in the field of pepper
since its last session. Production continued to recover and international demand was
strong. Exporits remained at the high level of the previous year and prices had recently
risen considerably, No drastic changes in the pituation were expected in the near term.

In view of this, the Director-General had decided not to convene another ad hoc consultation
on pepper at this time, The Committee was also informed of the activities which the

Pepper Community envisaged for the near future.

113, The Committee agreed with the analysis of the situation., Representatives of the
major pepper exporting countries pointed to the uncertainties which prevailed on the pepper
market and the persistent tendency toward wide price fluctuations., The Committee agreed
that the FAO should keep the situation under review, continue to report on developments in
detail in the annual Commodity Review and Qutlook, and be prepared to convene at short
notice another consultation if the situation made such a meeting necessary and if requested
to do so by the couniries chiefly concerned.

24 Tobacco

114, The Committee was informed of the forthcoming ad hoc consultation on tobacco, to be
held from 5 to 10 November in Izmir, Turkey. It expressed its appreciation of the offer
of the Government of Turkey to host the meeting. The Secretariat also informed the
Committee on the documentation prepared for the meeting, which included studies on sghort-—
term and long-term developments and outlook, on production and trade policies, on technical
aspecte of leaf production and processing, on problems of health and on other factors which
were likely to have an impact on world tobacco trade. The Committee hoped that the
delegations would include tobacco specialists and technicians as well as trade specialists,
It heard of the excellent cooperation of many organizations and specialists and of their
contribution to the documentation for the session. The representative of the Govermment
of Turkey emphasized the importance of the consultation to his country and reaffirmed his
Government's hope that all tobacco importing and exporting countries would participate.

3. Milk and milk products

115, The Committee took note of the Secretariat's annual review of national dairy
policies which analyzed recent adjustments and their implications for the international
dairy market., The paper concluded that milk output in developed countries had tended to
outstrip commercial demand again, but the imbalance was virtually limited to butter in
western Europe. Action to curb milk output and to stimulate consumpiion had been launched
by a nmumber of surplus producing countries, and more recently milk production had been
affected by the wnusually high feed prices, The docwnent also drew attention to the large
quantities of milk protein fed to livestock at subsidized prices in western Burope, which
contrasted with the growing requirements for milk for human use in developing countries
where the gap between local supplies and demand was widening.

116, The Committee noted with interest the additional information provided by some
delegates on the latest developments in their countries' dairy policies, as well as a
number of corrections. Delegates of developing countries stressed the need for increased
efforts to raise domestic milk output. They hoped that assimtance provided under the
International Scheme for the Coordination of Dairy Development would help to speed up the
implementation of dairy programmes in the developing countries. Some delegates also felt
that the provision by developed countries of milk products as food aid should be expanded.
As such assistance had in some countries led to a considerable rise in demand, resulting
even in increased commercial imports, the Committee hoped that the Secretariat could study
the effects of food aid on the demand for milk and milk products in greater detail.
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117, At the request of the Committee, the Secretariat gave a report on the United Nations
Sugar Conference which had been held under the auspices of UNCTAD in May and September/
October 1973. The Conference could not agree on an agreement containing provisions on
quotas and prices, and decided to continue the International Sugar Council, which should
prepare the ground for new negotiations at an appropriate time.
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Vi. RELATIONS WITH OTHER ORGANIZATIONS IN THE FIELD OF COMMODITIES
M

1, Intenaive intergovernmental commodity consultations under UNCTAD resolution 8} ]III[

118, The Committee was informed of the developments concerning the decision on
Resolution 83 (III) of the Third Session of the UN Conference on Trade and Development on
"Intergovermmental Consultations on Commodities in Cormection with Access to Markets and
Pricing Policy"., Resolution 83 (III) recommended that the Sevemth Session of the Committee
on Commodities should be convened as a special session for the purpose of organizing
intensive intergovermmemtal consultations with the aim of reaching concrete and significant
results on trade liberalization and pricing policy early in the 1970s. At its Sevemth
(special) Session, the UNCTAD Committee on Commodities adopted Resolution 7 (VII) which
provided, inter alia, that these consultations: *(a) should examine problems in the

field of trade liberalization and pricing policy, and (b) should aim to pregent concrete
proposals to governments designed to expand trade in products of export interest to the
developing countries and thus contribute to the growth of their foreign exchange earnings
a8 well as to their increased participation in market growth by (1) improving their access
to world markets, and (ii) securing stable, remunerative and equitable prices for primary
prOdu-CtB"o

119, The UNCTAD Committee had invited the intergovernmental commodity groups concerned,
including those established by the CCP, to undertake these intensive consultations and
requested the Secretary-General of UNCTAD %o provide the necessary coordination in concert
with the Director—General of FAO and the Executive Heads of the commodity bodies concerned,
with respect to the comvening and scheduling of the consultations. The resolution also
invited the Secretary—General of UNCTAD and the Director—General of FAO to cooperate fully
in the convening and organizing of such consultations on agricultural commodities for which
no intergovernmental groups existed.

120. The Commit{ee was informed that aftepr consultations between the Secretary-General

of UNCTAD and the Direcior-General of FAO, a tentative timetable of intensive intergovernmental
consultations on some agricultural comnodities had been agreed upon. The first group of
consultations included the following commodities: c¢itrus fruit; rice; jute; grains
(excluding wheat); oilseeds, oils and fate; hides and skins; +tea; bananas; tobacco;

and hard fibres. The Secretary-(eneral of UNCTAD was continuing hia consultations with
interested governments with a view to obtaining agreement on the inclusion of other

commodities in the programme,

121, The following tentative timetable for the intensive consultations had been arranged
by the UNCTAD and FAO Secretariats : 1/

Rice 14=16 January 1974
Citrus fruit 17-19 January 1974
Jute, Kenaf and Allied

Fibres 13=15 Pebruary 1974
Oilseeds, 0ils and Fata 25~27 Pebruary 1974
Tea March (tent.)
Hides and Skins 25-29 March 1974 (Geneva) 2/
Grains 3= 5 April 1974
Hard Fibres 13-15 May 1974
Tobacco April/Mey
Bananas 22-24 ¥ay 1974

1/ 1811 sessions will be held in Rome except that on Hides and Skins.
2/ Under joint UNCTAD/FAO auspicea,
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122, The Committee noted with satisfaction that the UNCTAD Committee on Commodities had
invited the appropriate intergovernmental commodity groups set up in FAO to undertake the
consultations envisaged by the UNCTAD resclution, In this way it had taken account of the
view which the CCP had expressed at its Forty-Seventh Session that intergovernmental groups
established in FAQ and their secretariats should be used to the maximum extent possible as
the fora for such consultetions in order that experience acquired in FAD might be fully
utilized and unnecessary duplication of fora be avoided, It was felt that, while this
decision was a recognition of the FAQ role in the field of international commodity policies,
it also presented a challenge calling for maximum efforts by the commodity groups involved
and their gecretariats toward the achievement of the objectives of the consultations.

123, It was noted that the FAO Council had authorized the Director-General to invite all
states, members of FAO or of UNCTAD, to participate in the consultations on agricultural
comnodities to be convened under the provisions of Resolution 7 (VII) of the UNCTAD
Committee on Commodities, The Committee hoped that all countries interemted in the
commodities concerned would actively participate in the consultations so as to promote
their success.

124.  The Commitiee also noted that the Council at its Sixtieth Session had expressed the
hope that the consultations would make an important contribution to the multilateral trade
negotiations in GATT. Some delegates expressed their disagreement with the content of
paragraph 65 of the PAO Commodity Review and Outlook 1972-73 (CCP 73/15). They stressed
that these consultations were not related to the forthcoming GATT multilateral irade
negotiations and recalled that, as stated in UNCTAD Resolution 82 (III), expansion of the
trade of developing countries should be pursued vigorously and ghould not be delayed in
any way by the forthcoming trade negotiations. These delegates maintained that the
consultations should focus on the trade interests of the developing countries, The success
of these consultations could contribute to the GATT negotiations if the consultations
brought about a more rational and equiteble world trade system, which would ensure a
secure and increased share of the markets of the developed countries. They expected that
the developed countries would make offers as regards access to their markets. Other
delegates stressed that under Resolution 7 (VII) the intenmsive commodity consultations
could not involve negotiations,

125, The Committee felt that it would be appropriate for the Secretariat to make known
to it the progress and findings of the intensive consultations on agricultural commodities,
In this respect several delegates drew attention to the difference in government membership
of the consultations and that of intergovernmental groups and the CCP on the one hand and
of the wider membership of the UNCTAD Committee on Commodities. It was also pointed out
that Resolutiomn 7 (VIIg of the Committee on Commodities of UNCTAD had invited the
intergovernmental commodity groups concerned to communicate through the appropriate
chanmels the results of their consultations to the govermments concerned and to the
Committee on Commodities and, where appropriate, to the Committee on Commodity Problems.

126,  The Committee noted the list of agricultural commoditiea to be congidered in the
first series of conmsultations. It recognized that the selection of the commodities to be
included in the programme of consultations was one of the tasks which the Resolution 7 (VII)
of the Committee on Commodities of UNCTAD had assigned to the Secretary-General of UNCTAD
after consultations and by agreement with the interested governments.

127.  Some delegates pointed out that the document GCP 73/20, reproducing the text of a
resolution adopted at the Thirteenth Session of the Trade and Development Board urging the
Secretary-General to proceed with the consultations, was incomplete because it did not
reflect some very important reservations on the resolution made by some countries. However,
it was felt that the Secretariat paper should have noted the ciroumstancese which accompanied
the adoption of the resolution. The Secretariat informed the Committee that at the time
of preparation of document CCP 73/20, the Report of the Thirteenth Session of the Trade and
Development Board which contained those reservations, was not available,
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128. The Committee felt that the timetable for the consultations should be so organized
as to facilitate adequate preparation by Secretariats and by participating governments.
The Secretariats were urged to distribute adequate documentation well in advance of a
consultation to facilitate their consideration by the govermment departments concerned,
In the light of these considerations the Secretariats of both UNCTAD and FAQ decided to
postpone the dates of the first two consultations to January 1974.

129, The possibility of organizing more than one meeting for each commodity was considered.
It was felt that each consultation should be organized and programmed so that insofar as
possible its work would be limited to a eingle session. It was accepted, however, that in
the case of certain commodities a second session might have to be held at the request of

the groups concermed.,

2. FAO's contribution to multilateral trade negotiations under GATT

130, The FAO Council at its Sixtieth Session recommended that FAO should and could play
a significant role in assisting the multilateral trade negotiations in the GATT,
particularly insofar as they dealt with agricultural commodities and trade, by making
available to FAQ Member Governments and to the Secretariat of GATT, so far as possible,
its technical expertise and relevant information. The Gouncil asked the GCP to give
further thought to FAO's contribution to multilateral trade negotiations at thie session
in the light of decisions reached within GATT.

131, The Committee was informed by the representative of GATT that, since the Forty-—
Seventh Session of the CCP, the contracting parties to the GATT, at their Twenty-~Eighth
Sesgion in November 1972, had confirmed their intention to undertske new and far-reaching
multilateral trade negotiationa in the GATP, and esteblished a preparatory committee for
the trade negotiations in which all countries, whether members or non-members of the GATT,
could take part and decided to convene in September 1973 a ministerial meeting under the
augpices of the GATT to which this Committee would submit & report on, inter alia, the
broad objectives and principles of the negotiations. The ministerial meeting which was
held in Tekyo from 12 t¢ 14 September had formally opened the negotiations approving a
declaration in this respect.

132, The representative of GATT recalled the very intensive collaboration developed on an
informal basis between FA0 and GAPT during the Xennedy Round of negotiationa and expresased
the hope that the GATT could count again on the collaboration by FAQ on similar lines in
the negotiations about to be undertaken,

133, The Committee noted that, although the ministerial meeting had declared the
multilateral trade negotiations officially open, it represented only a first step in

the progress of these negotiations, The Trade Negotiations Committee egtablished at this
meeting had not yet met and therefore had still to elaborate details of the techniques and
modalities of the negotiations, the commodities and the groups of commodities and the
barriers on trade -~ +tariff and non—tariff - which would be the subject of negotiations,
and appropriate negotiating procedures, including special procedures for negotiations
between the developed and the developing countries.,  The nature of technical assistance
required from FAO and the methods of cooperation between the FAO and GATT Secretariats,
therefore, could be determined only after the Trade Negotiations Committee of the GATT had
made some progress in its work.

134, Several delegates of the developing countries, while emphasizing the great importance
of these negotiations for the future expansion of their countries' trade, suggested that

FAO should asaist in their preparastions for participation in the GATT negotiations by
providing them information not only on etatistice and past trends but also on possible
polioy alternatives and approaches which, in the opinion of the FAQ Secretariat and at the
request of Member Nations, would contribute to the achievement of targets for trade
expansion laid down in the Intermational Strategy for the Second United Nations Development
Decade. Some of these delegates also suggested that FAQ should present a short document
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containing a brief description of its contribution to the Kennedy Round and the
contribution which it believes it can make to the current round of negotiations to the
Trade Negotiations Committee in order to assist in its work of determining the techniques
and modalities, and appropriate procedures for the negotiations. They also stressed that
FAQ gtudies should contain not only statistical information but alsc the possible
alternative methods and approaches to resolve problems of each individual commodity or
group of commodities, Other delegates pointed out that FAO should strictly limit its
activities to providing techmical expertise, which has been its role hitherto,

135, The Committee was of the view that, as an international organization, the FAO
Secretariat should attempt to assist all its Member Nations, at their request, to the best
of its ability and within the limits of the resources placed at its disposal. It should
not, however, try to influence individual countries to adopt particular policy stances,

Its proposals on alternative solutions for achieving the targets of the International
Development Strategy for the Second United Nations Development Decade should be on a global
level, and should be made available to all Member Nations., The Committee, however, felt
that in fact it will be mainly the developing countries that will require FAQ's technical
asgistance for participation in these negotiations.

136, The Committee reiterated the FAO Council's view, expressed at its Sixtieth Session,
that FAQ could make a substantial comtribution to the multilateral trade negotiations by
making aveilable to FAO Member Govermments and to the Secretariat of the GATT, as far as
posgible, its technical expertise and all relevant information on an informal basis as in
the Kemmedy round of negotiations.
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VII. EVALUATION OF SUBSIDIARY BODIES

137, At its Sixteenth Session, the Conference decided that the Committee should undertake
an evaluation of the activities of its commodity groups in the light of its coriteria for
the establishment and supervision of commodity bodies. At its Forty~Seventh Session the
Committee made a preliminary evaluation of its subsidiary commodity bodies and decided to
reexamine the question at its following session also on the basis of an evaluation of their
activities made by the groups themselves,

138, At its Forty-Eighth Session, the Commitiee noted the relevant extracte from the
reports of the intergovermmental groups which had met since the Forty-Seventh Session,
namely those on hard fibres; oilseeds, oils and fats; jute, kensf and allied fibres;
meat; bananas; rice; and grains. The views of the Groups on Citrus Fruit and Wine
and Vine Products had already been made available to the Committee at ite Forty=Seventh
Segsion. The Committee also took note of the activities of the Groupe on Cocoa and Tea
on the bagis of information mupplied by the Secretariat,

139, The Committee noted that all the groups which had reviewed their activities in
response to its request considered that these activities were useful and should not be
curtailed. The Intergovermmental Group on Cocoa had not met in plenary session for many
years and activities on this commodity had recently centred around those of its Sub~Group
on Statisticss, The Committee felt that the status of the Group on Cocoa and the
continuance of its activities should be reconsidered at a later session in the light of
develomments in the Intermational Cocoa Council egtablished following the conclusion of the
International Cocoa Agreement,

140.  The Committee agreed that the groups had carried out valusble and practical work which
Jjustified their continuation, It invited the groups to confinue to plan their programmes of
work and to schedule their sessions in accordance with the requirements of the changing
commodity situations, so as to achieve maximum efficiency, and noted that some of the groups
envisaged certain economies in terms of frequency and length of their sessions.

141,  Some delegates suggested that the groups give priority in their work to the
formulation of recommendations of specific policy measures and noted that such an orientation
was also called for by the programme of intensive intergovermmental consultations under
UNCTAD Resolution 83 (III).

142,  The Committee decided that another evaluation of its subsidiary bodies should be
undertaken in due course,
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VIII, FAO PROGRAMME OF WORK ON COMMCDITIES IN 1974-75

143, The Committee, at ita Porty=-Seventh Sesaion, had undertaken at the request of the
Conference a preliminary examination of the propesed 1974-75 programme of work on
commodities under the Regular Programme of the Organization and had generally endorsed it.
However, in the sbsence of fuller details on the activities o be included in the programme
and on priorities between programmes, its approval could only be tentative. The Committee
had accordingly decided to give further consideration to the subject at its current session,

144, The Committee noted that FAO's work on commodities was subdivided among four
sub-programmes, Thege sub=programmes are summarized below :

Sub=programme 2,5.,1.3., = National commodity policy analysis and plamning

The activities contemplated under this sub-programme included assistance to
individual governments and groups of governments in the development of their commodity
programmes and policies, particularly in the trade sector,and in the formulation and
support of FAO's field programmes to ensure that world commodity trends and prospects
were given proper weight in the formulation of such programmes and policies and to
provide a more informed bagis for investment decisions.

Sub-prqggamme 2.543els = Agriculiural commodity projections

This sub—-programme comprised FAQ's activities in the field of agricultural
commodity projections and would include in the 1974~75 biennium preparatory work
for a further comprehensive set of projections to 1985. The general objectives
were to improve the methodology of commodity projections to allow modification of
basic assumptions, e.g. the constant-price assumption; to undertake related
econometric studies of commodity demand and supply responses; to assemble, update
and improve data for the fourth series of projections; +to initiate aspecial
commodity studies, particularly for long-term price forecasting purposes; to
make interim revisions to the last series of main projections; to provide general
econometric support to other sub-programmes.

Sub—programme 2.5.3.2. ~ Development of international commodity policies and actions

The objective of this sub-programme was to assist govermments in developing
jointly measures and policies that could foster international cooperation and
achieve sound conditions of commodity production and trade, inter alia, through
the servicing of intergovernmental bodies, including the Conference, Council,
Regional Conferences and CCP bodies. In particular: to assess the international
effects of national and regional commodity policies; to develop informal
international arrangements and other measures aiming at trade expansion, price
gtabilization and improved acceas to markets; <to analyze possible national and
international adjustment measures; +to continue work on food aid principles,
policies and transactions and on world food security policy; to examine the policy
issues likely to result from commodity trends; to analyze the impact of synthetics
on the markets for natural products; to identify needs for research on agricultural
commodities, particularly raw materials; to foster improvements in marketing
(grading, etc.). The sub=programme also included work on food aid matters,
including assistance to WFP.

Sub—programme 2.6.1.5. — Bagic commodity statistics and market studies

The purpose of this sub-progrsmme was to provide a comprehensive intelligence
pervice on economic developments bearing on agricultural commodities as a basis for
analysis and advice on commodity trade and for national and international action
on commodity problems. This sub—programme provided the statistical and
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intelligence base for all the Organization's activities in the commodity field
(including servicing of commodity study groups, advice to govermments on commodity
programmes and sub-regional integration schemes, and survey missions) and
dissemination of information. The analysis it provides is a prerequisite for
work in policy analysis, national agricultural plamming, and intergovermmental
policy consultations and action.

145. The Committee also noted that, as a result of the budgetary stringency, work would
cease or be curtailed on a number of commodities since, in real terms, the overall
resources for work on commodities during the 1974=~75 biennium were likely to be no larger,
and might well be smaller, than during 1972-73.

146.  The Committee generally accepted the proposed programme of work on commodities.
Some concern wae expressed regarding the adequacy of the total resources envigaged for
these sub-programmes in view of the multilateral trade negotiations in the GATT and the
intensive commodity consultations under URCTAD Resolution 83 (III), and other demanda made
on the Secretariat.

147. In the course of discuseion on sub-programme 2.5.3.2, many delegates recalled that
both the FAO Council and the Conference had recommended that FAO should not only study

and identify commodity problems but also propose action—oriented solutions and make
suggestions for possible policy changes. They stressed that for developing countries in
particular, global and especially regional analyses of commodity problems and of possible
policy approaches for their solution were a prérequisite for taking national policy
decigions. Other delegates expressed the view that since polioy decisions could be taken
only by govermments on the basis of many diverse factors, national and international, and
economic, political and social, FAO's work under this sub—programme should be limited to
providing information and technical anslysis of data.

148, Several delegates drew attention to the limitations of FAO commodity projections.

In the ocontext of the present unstable situation in world comncdity production, trade and
prices, doubts were expressed about the validity of preparing new projections based on

such exceptional years as 1972~73 and 1973-74. Some of them suggested that during the
next biennium attention should be directed mainly to improvements in methodology which
would make it possible to incorporate the effects of price changes, monetary fluctuations
or other short-term factors into the long~-term projeotions of demand and supply. Other
delegates suggested the need for improvements in the methodology of trade_projections which
had so far been based mainly on the derived differences between projections of supplies and
demand. The Secretariat pointed out that these and other methodological issues were

under consideration and would be discussed at meetings with internmational and government
experts before final proposals for a new round of projections were put before the Committiee,

149. The Committee emphasized the importance of avoiding umnecessary duplication of work
and to ensure increased collaboration and coordination with other intermational
orgenizations such as UNCTAD, GATT, IBRD, IMF and the regional Economic Commiseions which
also undertook work on agricultural commodities.
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IX. ARRANGEMENTS FOR THE FORTY=NINTH SESSION OF THE COMMITTEE

150, The Committee decided that its Porty-FNinth Session should be held in October 1974,
shortly before the Sixty-Third Session of the FAO Council, the exact date to be
determined by the Director—(eneral in consultation with the Chairmean.

151, It also agreed that a provisional agenda for the next session should be prepared
by the Director—General in consultation with the Chairman, in the light of the decisions

of the Conference,
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IF LA MARGARINA

I.B. WARMERHOVEN

Agricultural Adviser to Unilever

Rotterdam

INTERNATIONAL WOOL TEXTILE ORCANIZATION/FEIERATION
LAINIERE INTERNATIONALE CION LANERA
INTERNACIONAL

R. DODI

Representative to FAO

Associagione dell'industris laniera italiana

Rome

WORLD FEDERATION OF TRADE UNIONS/FEDERATION
SYNDICALE MONDIALE CION SINDICAL MUNRDIAL
G. CASATIEI

Représentant permanent auprds de la FAQ

Rome
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ANNEX IT
LIST OF DOCUMEWTS

Funber Title ; Agenda item No.

CCP 73/1 Provisional Agenda II

CCP 73/ 2 Extracta from the Reports of the Fifty-Ninth and ITI, IV, V and VI
Sixtieth Sessions of the FAO Council

CCP 73/ 3 Report of the Fifth Session of the Intergovernmental VIiII.1(a)
Group on Hard Fibres

CCP 73/4 Report of the Seventh Session of the Intergoverrmental VIIT.1{a)
Group on Oilseeds, Oils and Fats

CCP 73/5 Report of the Sixth Seesion of the Imtergovermmental Group VIII.1l(a)
on Jute, Kenaf and Allied Fibres

cep 73/6 Report of the Seventeenth Session of the Intergovermmental VIII.1l{a)
Group on Rice

CCP '73/ 7 Report of the Third Session of the Intergoverrmental Group VIII.l(a)
on Meat

ccP 73/8 Report of the Fifth Session of the Intergoverrmenial Group VIII.1(a)
on Bananas

CCP 73/9 Report of the Sixth Session of the Imtergoverrmental VIIT.i(a)
Group on Bard Fibres

CCP 73/10 Report of the Seventh Session of the Intergoverrmental VIII.1l(a)
Group on Jute, Kenaf and Allied Fibres

CCP 73/11 Report of the Sixteenth Session of the Intergovermmental Virz,i(a)
Group on Grains

CCP 73/12 Consultative Sub-Committee on Surplus Disposal: Twenty- VIIT.1(b)
Third Report to CCP

CCP 73/13 Milk and milk products: review of national policies VIII.2(c)
1972/73

CCP 73/14 FAO programme of work on commodities in 1974~75 IX

gcp 73{15 and FAO Commodity Review and Outlook 1972-1973 III.1

orr,

CCP 73/16 Recent developments in the world agricultural commodity IIT.1

situation and outlook

COP 73/17 Developments in agricultural price stabilization and ITI.1
support policies

coP 73/18 Evaluation of subsidiary bodies VIII.3
coP 73/19 Second Report on "Tied Sales® VIIT.1(b)



Fumber Title

CCP 73/20 Intergovernmental commodity consultations under UNCTAD
Resolution 83(III)

GCP 73/21 International agricultural adjustment (Extracts)

C 73/15 and International agricultural adjustment

Corr. 1

¢ 73/17 World food security: proposal by the Director-General

WFP/IGC: 17/5, Food aid and related issues during the Second Development
Rev, 1 Decade

Agenda item No,

Iv

VII

VII

VI

VI
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