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MATTERS REQUIRING ATTENTION

BY THE COUNCIL

The Comﬂ'titte wishes to draw the attention of the Council to the following matters in
particular:

1. 1Its review of internmational action on important commodity and trade issues and its
conclusions on the role of FAO (paragraphs -?7-55-4-8%
-7

2, The proposal that the Committee should be associated with the task of monitoring
the impact on trade of food standards developed by the Codex Alimentarius, and
the Committee’s deliberations on this proposal (paragraphs é4=667. 65-47

3. Its discussions concerning arrangements for the next session of the Committee

(paragraphs 94—ead-05)., 9§ %6






I. INTRODUCTION

1. The Committee on Commodity Problems held its Fifty-first Session from 2 to 6 May 1977
at FAO Headquarters, Rome. The Session was attended by 65 members of the Committee, by
Observers from 4 other FAO member nations, and by representatives of the European Economic
Community, the United Nations and its specialized agencies, and 8 international organiza-
tions. The list of participants is given in Appendix C.

2. The Session was opened by Mr. G.H. Janton, the retiring Chairman. The Committee paid
tribute to Mr. Janton for his long and distinguished services to the Committee, both as
representative of France and as Chairman, and expressed its appreciation for the notable
contribution which he made towards the solution of international commodity problems in the
interests of both developed and developing countries.

3. The Committee elected H.E. Ambassado€ George Magombe gf the United Republic of Tanzania

as Chairman, Mr. A. Régnier (Belgium) as First Vice=Chairman, and Mr. S.S. Ma@ﬁ@i {India)
as Second Vice=-Chairman.

4. The Committee was addressed by the Director-General of FAO, Mr. Edouard Saouma.
Referring to the crucial role of agricultural commodity exports for developing countries,

he pointed out that international attitudes and approaches to world commodity problems

were now taking new directions. Developing countries wanted a dynamic approach towards

a2 New International Economic Order, and the international community was attempting to
achieve a breskthrough towards a more basic solution of the long-standing problems of rela-
tions between the rich and poor countries. This change of approach was reflected in UNCTAD’s
Integrated Programme on Commodities and, in view of this, he had committed the resources

of the FAQ Secretariat to support these negotiations. Noting that little or no progress had
yet been made, he expressed the hope that negotiating positions were now being seriously
reconsidered. He recognized that the CCP and its intergovernmental groups, although not
negotiating bodies in the strict sense, also had a distinct role to play in solving
commodity problems, especially since they could pave the way for formal commodity agreements
as had been done in the past for those on cocoa and olive o0il. The subsidiary bodies of the
CCP operated informal price stabilization arrangements for jute and hard fibres, as well as
‘‘codes of conduct’’ on surplus disposal, meat and rice, and were presently examining the
feasibility of commodity agreements on tea and on bananas. FAO’s role in commodities and
trade had been recently reaffirmed by the Council, and he had accordingly included this
work among the priority areas of the proposed programme of work and budget for 1978/79. The
world commodity situation was in a period of great change and debate. He invited the Committee
to guide the Organization’s future contribution.

5. The Committee adopted the agenda reproduced in Appendix B.

6, The Committee was assisted during the Session by a Drafting Committee composed of the
delegations of Algeria, Brazil, France, Hungary, India, Iraq, Japan, Nicaragua, Pakistan,
United Kingdom, United States of America, and Zambia, under the Chairmanship of

Mr, 5.5. Mahdi (India).

7. On behalf of the Group of 77, the delegate for Brasil presented a comprehensive state-
ment at the beginning of the Session conveying the common position of the Group on the
issues before the Committee, as well as a number of proposals for action. The Committee
took note and considered this statement, under the appropriate items of the agenda, the
statement is reproduced as Appendix D. One delegation of a developed country stated that
since the statement of the Group of 77 contained complex and rather new suggestions, it
would like to reserve its position.

II. WORLD COMMODITY SITUATION AND INTERNATIONAL ACTION

1. Main issues in world commodity situation

8. The Committee reviewed the principal developments in world agricultural commodity

markets since its Fiftieth Session on the basis of information provided in documents CCP 77/8 -
Main Issues in the World Commodity Situation and CCP 77/9 - Developments in the World Agricul-
tural Commodity Situation amd Outlook and Policy Action, and in statements made by delegates.



(a) Market developments in 1976 and -early 1977

9. The Committee noted that there were sharp contrasts in the market situations of individual
commodities particularly with regard to commodities from developing countries. Continued

short supplies and higher prices characterized the markets for coffee and cocoa and to a
lesser extent for hides and skins. A tightening of supplies had occurred in markets for jute,
hard fibres, tea and oilmeals. Whereas there was now relatively better balance between demand
and supply in markets for bananas and rubber, grain prices had declined, meat prices remained
depressed and large surpluses of dairy products and wine continued to accumulate, The market
for sugar had experienced a violent cyclical fluctuation from conditions of shortage in 1975
to surplus and depressed world market prices in 1976 and 1977.

10. These contrasting shifts in supply/demand situations had been reflected in the trade of
individual commodities, but little improvement appeared to have taken place in the overall
volume of world agricultural trade following the marked recovery of 1975, There had been a
reduction in imports of wheat and coarse grains, due to more sbundant harvests in the U.S.S.R.
and generally in Asian countries, but imports of rice had reached a new record, and the
import demand for other food and feed commodities had also expanded, stimulated by higher
levels of economic activity in industrialized countries. Greater industrial activity had
also led to larger imports of agricultural raw materials, especially rubber.

11. The total value of world agricultural exports, after reaching the record level of U.S.
$122 000 million in 1975, had shown further slight growth in 1976. This reflected the
recovery in prices of a number of commodities, which had begun towards the end of 1975

and had continued in 1976 and early 1977. The value of coffee and cocoa exports had increased
noticeably in 1976, but the value of world trade in grains had declined and that of sugar
exports had dropped by one-third. The agricultural export earnings of developing countries

in 1976, had increased moderately,

12. The Committee noted, however, that the earnings from exports of many agricultural
commodities continued to fluetuate widely, often reflecting price instability which had
serious consequences especially for developing countries, Thus, coffee and cocoa prices
had moved to record levels under the impact of short supplies and uncertain production
prospects. Increases had also taken place in prices of oilmeal proteins and raw materials
such as rubber, hides and skins, and wool, and since the beginning of 1977, in prices of
tea and of the principal oilseeds and vegetables oils, notably soybeans, soybean oil and
coconut oil. Prices of bananas, wine, tobacco and cotton had risen, though more moderately.
In contrast, prices of many basic foodstuffs including rice, wheat, maize, beef, poultry
meat and dairy products, as well as those of Jute and sisal, had shown varying degrees of
decline. The greatest price fall had oeccurred in sugar as a result of over-expansion in
supplies and, although prices had recently shown some recovery, they still remained well
below costs of production in several major producing countries. World prices of beef and
jute had also risen slightly during the first four months of 1977. World prices of rice which
had dropped by one third in 1976 from the level of 1975 had risen slightly in March/

April 1977,

(b) Assessment of the Short=-term Outlook

13. The Committee noted that an assessment of the outlook at the time of its session could
only be tentative, since supplies could not be estimated with any accuracy until later in

the year. Assuming normal weather, it was anticipated that supplies of a number of commodities
would increase in 1977/78, Productiom of coffee was expected to rise, reflecting some recovery
from frost damage in Brazil. Cotton production was also expected to rise following significant
expansion in world plantings in 1977. Relatively ample supplies of basic food grains were in
prospect, despite some decline expected in production, since larger carry-over stocks were
anticipated. By contrast, some fall in world beef supplies was anticipated in 1977/78



following the recent reduction in cattle numbers. While stocks of oils and fats are
expected to remain large, the immediate supply/demand situation for oills and fats and

in particular for oilmeal proteins had tightened in view of the reduced U.S. crop of
soybeans in the past season and the timing of the Brazilian crop of that product in the
current year, but the supply position could ease if th= climatic and other conditions
confirmed present estimates of the U.S. crop of soybeans later in the year.

14, With regard to demand prospects, especially for commodities other than basic foodstuffs,
it was noted that these would again be strongly influenced by levels of economic activity in
the principal consuming countries, and by related factors such as inflation, balances of
payments, and exchange rate adjustments. In view of the uncertainties surrounding both
general economic prospects and supplies of individual agricultural products, world commodity
markets thus remained highly sensitive to short-term changes im supply and demand, and
continued price fluctuations seemed likely.

15, The Committee noted that the short-term prospects for trade alse varied from commodity
to commodity. Thus, whereas the volume of world trade in wheat was expected to grow slightly
in 1977/78, its value was unlikely to increase. Exports of coarse grains and rice were expected
to fall short of the high levels reached a year earlier, both in volume and value. A larger
volume of world sugar exports was anticipated in 1977, but in view of the price levels pre«
vailing early in the year, their value might not rise. Many developing exporting countries
expressed concern about a likelihood of a contraction in their traditional markets. By
contrast, exports of raw and processed hides and skins, and those of cotton fibre, were
expected to fall slightly in volume but to show some increase in value reflecting improved
prices in the first half of the year. The further increases expected in export earnings from
cocoa and coffee would be due almost entirely to continuing high prices, whereas slightly
higher export earnings from rubber were anticipated chiefly as a result of larger shipments.

(c) Consideration of the main issues arising from the current situation

16. On the basis of its review of recent market developments and of the short-term outlook,
the Committee considered a number of issues which affected prospects for trade in agricultural
commodities.

17. In their joint statement and in additional observations, the representatives of developing
countries pointed out that over the last two years the overwhelming majority of developing
countries had witnessed a continuing deterioration in their balance of payments. The external
debt of developing ‘countries might have reached as much as 190 billion U.S. dollars by the

end of 1976 and it was still increasing. The targets for official aid remained unfulfilled,
particularly by large donors, and the prospects for a rapid expansion of trade were not
auspicious. They stressed that it was within this gloomy context that the poor performance

of agricultural exports of developing countries deserved serious consideration. The total
value of agricultural exports of developing countries had remained stagnant in 1975, and the
gains made in 1976.were not sufficient to compensate for the higher prices they had to pay

for their imports. This deterioration in terms of trade compounded the difficulties already
experienced in the light of the long-term decline of their share in world agricultural trade.
Moreover, the increase in export earnings in 1976 had not heen shared evenly by all developing
countries. The representatives of some developed countries expressed agreement with these
views.

18, The delegates of some developed exporting countries stressed that their agricultural
industries were also strongly influenced by world market developments which had recently
had very serious effects for several of the products they produce. They agreed with the
developing countries that restrictions on trade and national support measures were a major
problem facing agricultural exporters.
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19. Delegates from other developed countries considered that the increase in developing
countries’ agricultural export earnings in 1976, which had been preceded by considerable

gains in 1973 and 1974 and by only a brief pause in 1975, might mark a real change in the
international market for agricultural commodities. They also pointed out that the world
recession had created problems for industrialized countries as well as for developing countries
and that the gains of 1976 highlighted the importance of economic recovery in the
industrialized countries and a general expansion of world trade for the economic well-being

of agricultural experting countries.

20. The Committee stressed the seriousness of the current instability of commodity prices
in recent years, which in some cases had had serious adverse effects on developed and
especially on developing countries. It agreed that this problem had affected practically
all major agricultural commodities, and was not conducive to stable and orderly economic
growth over the longer-term. Instability in prices was harmful to exporting countries, and
it was also not in the long-term interests of Importing countries. Fluctuations in prices
resulted in unpredictable variations in export earnings. Representatives of developing
countries in thelr joint statement and in additional observations stressed that developing
countries had been pressing for internatiomal action on market stabilization for several
decades, and now placed the highest priority on the implementation of UNCTAD’s Integrated
Programme.

21. The Committee acknowledged the continuing impact of competition from synthetics on markets
for raw materials and for some other agricultural commodities. In the view of delegates of
developing countries in their joint statement and in subsequent observations, the major

" inroads from synthetics into markets for raw materials had caused particularly severe problems
for developing countries which were caught in a vicious circle as market instability for the
natural product stimulated the expansion of productive capacity of synthetics in industrial
countries., In their view, the continuity of supply at competitive prices could be facilitated
by locating processing industries in developing countries close to the source of the raw
material, but this would require the repeal of discriminatory measures and appropriate
adjustment policies in industrialized countries. They believed that in order to avoid
additional market losses to synthetics commodity agreements which covered both the natural
product and synthetics had to be evolved.

22. Other delegates, however, considered that the market situation for some agricultural

raw materials such as rubber, demonstrated that competition between synthetic and natural
raw materials need mot always lead to market losses for the natural product. They considered
that in future other raw materials might show gains relative to theilr synthetic competitors,
both because such materials depended on renewable resources, and because upward shifts in
the costs of petrochemical and other inputs, might give natural products an advantage. One
delegation observed that the increase in synthetic production capacities was world-wide. It
saw substantive difficulties to harmonize the production of natural and competing synthetic
products inter alia because of different end-uses and a large range of production processes.
Helping to increase the degree of processing in developing countries could not mean an
orgarized transfer of industries from one country te another.

23. The delegates of developing countries in their joint statement pointed out that one of
the most complex problems facing the developing countries in expanding their export earnings
from agricultural commodities stemmed from the restrictive trade measures and support policies
of developed countries. As regards tariffs and non-tariff barriers, they pointed out that

the coverage of agricultural commodities under the Generalized System of Preferences had been
limited so far, and urged its improvement and extension as an important means for enlarging
the developing countries® share of International trade. Referring to the agricultural support
policies of developed countries, they considered that the advocacy of‘free competition by
developed countries in international trade negotiations was incompatible with their use of
national support policies to regulate their domestic markets. They urged developed countries
to take urgent steps to revise such policies so as to abide by thelr commitments to inter-
national agricultural adjustment, as part of a global effort towards the New International

Economic Order.



24. Several delegates of developed countries stated that their agricultural policies aimed

at stabilizing production and incomes of farmers with a view to ensuring balance development
in the domestic sector. They pointed out that in the case of agricultural commodities, supply
management might not ensure full market stability under all circumstances. Moreover, shifts
in production in response to market and price conditions oftem resulted in am increase in
incomes of producers. They alsc pointed out that considerable improvements had been made

in their Generalized Systems of Preferences, which affected a wide range of agricultural
commodities.

2. Specific commodity matters

25. The Committee focussed its attention on a number of specific commodity matters arising
out of the sessions of its subsidiary bodies, as well as certain other questions for action
under FAQ auspices.

(a) Operation of informal arrangements under FAQ auspices: hard fibres and jute

26. The Committee reviewed the operation of the informal arrangements on jute and hard

fibres as reported in paragraphs 1-16 of Document CCP 77/4. It noted that for both
commodities price stabilization measures had been reactivated by the respective Intergovern-
mental Groups early in 1976 after a period during which they had remained inoperative. The
Committee agreed that these arrangements, though imperfect, had contributed to the
stabilization of markets and that they had an important role to play. It recognized, however,
that they required further strengthening to make them more effective. In this connection,

the representatives of the developing countries stressed the need for urgent action, in view
of the highly unsatisfactory price levels prevailing in markets for these commodities and the
time involved in fully implementing the UNCTAD Integrated Programme. They stressed the urgent
need for action to stabilize the markets for these raw materials which are perennially under
attack by synthetic substitutes, and underlined the need to promote the transfer of fibre
processing facilities to developing countries.

27. In regard to jute, the Committee noted that export prices were currently well below the
top of the indicative range established at the Twelfth Session of the Intergovernmental Group
in October 1976 (U.S5.$ 314 * $ 16 for BWD f.o.b. Chittagong/Chalna). The delegate for
Bangladesh stated that it remained his Government’s policy to keep prices to growers remu-
nerative in order to provide sufficient incentive to ensure an adequate flow of supplies,
while maintaining.prices on export markets within the indicative price range in order to

keep jute competitive with synthetics.

28. Concerning hard fibres, the Committee noted that at each of the Sessions of the
Intergovernmental Group on Hard Fibres in 1976 and 1977, agreement had been reached on
modifications of the target price range for sisal fibre in order to take account of certain
changes in market conditions. For most of this period, actual market prices for the
reference grade remained well within the target range established by the Group. Although
the situation had shown a marginal improvement owing to a moderate revival in demand in
1976, delegates of producing countries expressed their concern that price levels still were
unsatisfactory and unremunerative. The Committee recognized that despite their stabilizing
role, there was a need to refine and strengthen the price and quota arrangement fur sisal,
and in particular welcomed the steps taken by the Intergovernmental Group to monitor the
existing arrangement. Some delegates considered one appropriate measure to make the existing
arrangement more effective would be to extend the indicative price for sisal fibre to
include harvest twine, taking into account manufacturing costs. Delegates of producing
countries emphasized, however, that the establishment of an indicative price for sisal
harvest twine would require a similar arrangement for polypropylene twine in order to avoid
distortion in the market and further inrocads by the synthetic product.
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29, In this conmexion, the Committee recognized that work on jute and hard fibres required
the consideration of competing synthetics and substitutes, and requested the Intergovern=
mental Groups to continue their work in this area and to continue to take account of
competing synthetics as appropriate, in the scope of their deliberations and decisions.
Many delegatious stressed that a fuller knowledge of the nature of the synthetics industry
was essential, and that the work of the Secretariat in this area should be strengthened.
Such work, while particularly relevant in the case of fibres should also cover, as
appropriate, other commodities. Some other delegations, while agreeing on the need to
closely follow developments in the field of synthetics, pointed out that the subject was
extremely complex and required specialized expertise. They indicated that their governments
would have difficulty in participating in informal arrangements which included prices of
synthetics.

30. The Committee strongly supported the decision to establish Jute International- as an
important means of facilitating research, development and market promotion. It noted that
the Twelfth Session of the Intergovernmental Group on Jute, Kenaf and Allied Fibres had
been informed that there was a good possibility that a meeting for the signature of the
Constitution of Jute International would be held by November 1976, and was disappointed to
learn that this meeting had not taken place. It expressed the hope that the countries
concerned would hold consultations regarding the date for the inaugural meeting as early
as possible, and requested the Intergovernmental Group on Jute to keep the matter under
review.

31. The Committee welcomed the proposal put forward by the Government of India at the
Twelfth Session of the Intergovernmental Group on Hard Fibres in March 1977, to set up a
new organization to be called Coir International, which would coordinate existing and
initiate new research, development and promotion programmes for coir. The Committee urged
that the Ad Hoc Working Party which has been established should examine the feasibility,
objectives, activities, membership, institutional arrangements and financing of such a body.
It also expressed the hope that Coir International could be set up at the earliest
practicable opportunity.

32. The Committee also'welcomed that initiative taken by the Secretariat to formulate a
proposal for an action-oriented Technical Improvement Programme for Hard. Fibres to be
submjitted to the Preparatory Meetings on Hard Fibres in UNCTAD later in the year. It
recognized the vital importance to be attached to improving the competitive situation of
hard fibres viz-i-viz synthetics by reducing costs of production and of primary processing
and in this context it was also suggested that ways be found to strengthen the activities
of the Advisory Working Party on Hard Fibre Research, which was a subsidiary body of the
Intergovernmental Group on Hard Fibres.

(b) Implémentation of the Guidelines for international cooperation in the livestock and
meat sector

33. The Committee discussed the implementation of the Guidelines for international co-
operation in the livestock and meat sector, which had been adopted by consensus by the
Sixth Session of the Intergovermmental Group on Meat. Several delegates stressed the
importance they attached to the Guidelines as a step towards solving the problems faced by
many livestock and meat producers: Delegates of developing countries underlined the need
for preferential treatment of their exports and stated that this was now a widely accepted
principle in discussions of international trade issues. In this connexion they observed
also that such preferential treatment should apply equally when restrictive measures of an
exceptional and temporary nature were introduced. Some other delegates considered, on the
other hand, that all action to resolve problems of the world meat trade should be on a non-
discriminatory basis.

34. Several delegates informed the Committee of measures their governments had taken in
conformity with the Guidelines with the aim of assuring better nutritional levels, increased
efficiency of meat production and marketing and bringing about a more balanced development



-7 =

of their livestock economies. In this connexion, delegates of developing countries in their
joint statement stressed that in future the Guidelines should actually guide national meat
policies. They stated that, when supply of meat exceeded demand at current prices, govern-
ments of developed importing countries imposed restrictive measures which shifted the
burden of adjustment onto exporters, many of which were developing countries. They stressed
their belief that the current world beef crisis was a consequence of the self-sufficiency
policies of some developed countries.

35. Specifically, delegates of some exporting countries stated taat recent changes in EEC
policies were not compatible with the Guidelines, in particular that which stated that

‘“in the event of domestic over-supply, measures for increasing the demand and consumption
should be given priority before resorting to measures designed to stimulate exports’’.

They were of the view that high prices.of meat in EEC restricted the growth of consumption
and contributed to the accumulation of stocks. The fact that the per capita beef consumption
of the EEC was not higher than that of some developing countries with much lower per capita
income, showed, in their view, the negative impact of prices on consumption levels within
the EEC. Furthermore, they considered that the measures to deal with the continuing problem
of structural over-supply of dairy products in the EEC could be expected to further aggravate
the meat trade situationm.

36. The representative of the EEC pointed out the importance that the EEC market represented
for all meat exporting countries. He stressed the fact that the import system in the EEC
was open and liberal and had permitted imports from third countries to attain very high
levelgs. The fact that in recent times some difficulties had arisen compelling the EEC to
adopt some special measures for a limited time, was explained by the general evolution
which had marked the world economy in the meat sector. Actually, most importing countries,
as well as exporting countries, had experienced serious difficulties resulting mainly from
erroneous perspectives made in past years. In this regard, the representative of the EEC
underlined that international market prices, as well as import prices of meat in the EEC
had, for long periods, been higher than the EEC orientation prices. In such conditions, it
appeared unfair to affirm that consumption of meat.in the EEC had beenr affected by the EEC
prices; it should be recognized that any influence on consumption was due rather to the
overall adverse economic development in the world economy. The level of meat consumption is
also affected by the availability of other protein food. The EEC representative noted that
there was already a better balance in the EEC beef market and that imports were likely to
recover in the current and next years.

37. The Committee, noting that the Council had welcomed the adoption of the Guidelines,
éndorsed them as an important step toward establishing an internationally agreed approach
to secure a balanced expansion of the world meat economy. They provided a new focus and
impetus to the work of the Intergovernmental Group on Meat.

38. The Committee noted that the adoption of the Guidelines in the Intergovernmental Group
did not pre-judge the fora where specific action might be taken in pursuance of the Guide=
lines. It agreed that, in order to ensure that appropriate measures were taken to implement
the Guidelines, it was necessary to arrange for regular reviews at the Meat Group’s
sessions of the action taken. The Committee requested member governments and concerned
international organizations to provide the secretariat with 2l1) information necessary to
enable the Intergovernmental Group on Meat to undertake such reviews.

39, The Committee alsc noted that item C(viii) under the Guidelines, requested that
‘*Governments should use the opportunity offered in the Intergovermmental Group on Meat for
the regular exchange of information on national measures affecting international trade and
for consultations on possible remedial action when any special difficulties arise’’. While
recognizing the role of the Group in reviewing and discussing matters affecting internatiomal
trade in meat, as well as in identifying and suggesting possible remedial action as
appropriate, the Committee stressed the need for the Group to maintain close lialson with

the GATT and other interested bodies and to avoid duplication of work in accordance with

its terms of reference as approved by CCP.
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(c) Progress of FAO work on commodity agreements

(i) Bananas

40. The Committee endorsed the conclusion of the First Session of the Working Party on the
Elements of an International Banana Agreement that bananas were susceptible to the appli-
cation of an international agreement which should aim to achieve a balanced expansion of
production, consumption and trade of bananas at prices which were remunerative to producers
and fair to consumers. It was emphasized that the long-term deterioration which had
occurred in the real prices of bananas caused in part by a tendency towards over=-production
and by the fact that in recent years there had been very significant increases in the cost
of essential production inputs. Delegates from producing countries stated that barriers to
the expansion of trade in bananas still existed in a number of markets with very consider-
able growth potential and in this regard, progress towards trade liberalizaticn within the
framework of the GATT Multilateral Trade Negotiations had been most disappointing. Noting
that banana export prices represented only a small percentage of the final retail prices

in importing countries, they pointed out that a marginal increase in retail prices in
importing countries could result in a very substantial rise in returns to producers. Efforts
to assist producing countries to attain a greater share in the marketing and distribution
of bananas would also contribute to the same objective.

41. Delegates from importing countries expressed their understanding of the difficulties
confronting banana producing countries and their willingness to help to develop ways of
overcoming them, first in the FAOQ Working Party, and subsequently in UNCTAD. They stressed,
however, that the first step would be for the producing exporting countries to agree upon
feasible stabilization measures which the importing countries would be able to consider.

In the final analysis, production should be kept in balance with market outlets at reason-
able prices, although every effort should be made to open up new markets.

42. Delegates of importing countries also expressed willingness to consider diversification
schemes to assist those countries which might wish to reduce excessive dependence on banana
export earnings,

43. In conclusion, the Committee expressed its warm support for the current work in progress
in FACG toward an international commodity agreement on bananas which would later be negotiated
under UNCTAD auspices. Imn addition to economic measures to secure prices remunerative to
producers and reasonable to consumers which could help to improve the purchasing power of
banana exports, such international commodity agreement should also incorporate complementary
Mmeasures to promote consumption through development of new markets, promotion in existing
markets, quality improvement and research inte new uses, including processed products and
livestock feeding and to support diversification. The Committee recognized that such an
agreement would need to include provision in favour of small exporters.

(1) Tea

44. The Committee welcomed the rapid and so far successful follow=up to the recommendation
of the Sub-Group of Exporters of the Intergovernmental Group on Tea in April 1976, on the
establishment of an International Tea Promotion Association. The text of an agreement to
establish the Association had been negotiated in September at a conference of tea exporting
countries convened by the International Trade Centre (UNCTAD-GATT) and was now open for
signature by governments. The Committee recognized that the establishment of the Association,
the main objective of which was to coordinate policies and actions for expanding the demand
for tea, would be a useful step forward in cooperation amongst exporting countries. It was
noted that while membership would be confined to such countries, the Association would work
closely with the governments and tea trading interests of consuming countries. The need

for cooperation between exporting and importing countries in tea promotion was emphasized
by several delegations.

45. The Committee also welcomed the progress made with regard to a comprehensive inter-
national programme for tea at the recent sesgions of the Intergovernmental Group and its
Sub-Group of Exporters. It noted that the Sub=Group had agreed on the basis objectives of



such a programme and that these had been accepted in principle by the Intergovernmental
Group. The Committee recognized that, while the International Tea Promotion Association
could make a useful contribution, a comprehensive international action programme was needed
to achieve the basic objectives. Particular stress was laid on the objective of stabilizing
prices at levels which were remunerative to producers and equitable to consumers. It was
pointed out by some delegations that, in order to achieve these, governments should consider
a wide range of poséible measures, informal as well as formal and, to the extent practicable,
take account of the conditions prevailing in individual producing countries.

46. The Committee endorsed the proposals for the convening of an FAQ Working Party of Tea
Exporting Countries, to consider in depth, and in accordance with UNCTAD Resolution 93(1Vv),
the techniques and measures required and for a subsequent session of the full Intergovern~
mental Group. It was pleased to learn that these sessions had been scheduled for September
and October 1977 respectively, and it peinted out that there should be sufficient time
between them for the report of the Working Party to be distributed and studied by all
members of the Group. The Committee also noted that the papers prepared by the Secretariat
for the Working Party would be distributed to all members of the Group. These would include
a review of recent developments and their implications for the longer-term outlook; a
review of barriers to tea consumption and trade; and a paper outlining a range of approaches
and measures for an international programme.

47. The Committee welcomed the close cooperation between the Secretariats of FAQ and UNCTAD
on the work on tea and the assurance of the representative of the UNCTAD that the July
meeting of the Ad Hoc Committee on the Integrated Programme of UNCTAD would provide the
opportunity for governments to request a re-scheduling of the Preparatory Meeting on Tea.
The Committee emphasized strongly the importance of allowing time for goveruments to
consider the results of the FAO sessions in advance of the Preparatory Meeting and requested
that its views on this matter be conveyed to the UNCTAD Secretariat.

(d) Report of the Consultative Sub-Committee on Surplus Disposal (C8D)

48. The Committee welcomed the Twenty-Sixth Report from the CSD, and thanked its Chairman,
Mr. Chandra (India) who had come to Rome to present it to the Committee. Mr. Chandra also
presented a supplementary report covering the work of the CSD at the meetings convened
after the preparation of the Twenty-Sixth Report. The Committee agreed that the work of the
CSD continued to contribute to orderly marketing and market stability, especially for those
agricultural commodities which were facing surplus problems.

49. The Committee welcomed the work of the CSD in relation to the impact of food aid on
agricultural production in recipient countries. It noted that the statements by representa=
tives of recipient countries at the CSD indicated a unanimity of view that food aid had not
adversely affected domestic agricultural production in their countries. The Committee
agreed with this conclusion of the CSD.

50. The Committee also considered that the technical work of the CSD in quantifying the
term *‘relatively small size®’ in respect of wheat, dried skim milk, and butter oil was
useful to both aid-giving and aid-receiving countries. The Chairman of the .CSD informed
the Committee that after a one year trial period, the agreement on quantities defining
‘‘relatively small size’’ had been made a part of the accepted CSD procedures.

51. The Committee appreciated the work of the CSD with respect to coordinating the estab-
lishment of Usual Marketing Requirements (UMR) in concessional transactions as a means of
safeguarding commercial trade. It noted that the CSD had agreed to continue existing UMR
compliance periods wherein most countries would use a compliance period of July/June for
grains, and the calendar year for other commodities, while the compliance period for the
United States would be ¢oterminous with its new fiscal year Qctober/September. This arrange-
ment could be reviewed after about a year of experience. The Committee also noted that the
CSD was taking a flexible approach on Usual Marketing Requirements for all countries
experiencing balance of payment difficulties. X
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52. Regarding ‘‘grey area’’ transactions, that is, transactions having both commercial and
concessional features, on which there had been extensive discussions in the CSD, some
delegates were of the view that all transactions 1/ other than normal commercial transactions
were appropriate subject for consideration by the CSD, as they all affected international
trade in agricultural commodities. Other delegates considered that the CSD should continue

to limit its activities to transactions of the types 1 through 13 excluding short-term
credit, as the other transactions were not currently subject to the FAO notification and
consultation procedures. They felt that the provisions of paragraph 8, Article III of the
GATT Arrangement for Certain Dairy Products did not imply any additional obligations on the
signatories to the GATT Arrangement concerning FAO notification and consultation procedures.

53. The Committee concluded that the issue of ‘‘grey area’’ transactions covered a difficult
and complex area, on which there were differing views. It appreciated the work of the CSD

on this difficult problem and suggested that it should keep the issue under review and
report on its deliberations and in the light of experience of actual trapnsactions of this
nature in the future, at the next session of the Committee.

54. As regards the GATT Arrangement on Certain Dairy Products, the representative of GATT
informed the Committee that paragraph 8 of Article III had a somewhat wider coverage than

the transactions that were subject to FAO notification and consultation procedures. Refer-
ring to the suggestion made by some delegates that the GATT Management Committee should be
requested to refer to CSD tramsactions having concessional elements in it, he said that he
was confident that such requests, if made, would be considered by the competent GATT body.
Some delegates suggested that if there was any ambiguity in relation to the language of the
GATT Arrangement, it would be appropriate for its signatories to re-examine it. The Committee
requested the FAO secretariat to keep in touch with the GATT on this matter.

(e) Review of work on other commodities {rice, oilseeds, coffee and sugar)

Rice

55. The Committee welcomed the reports of the Nineteenth and Twentieth Sessions of the
Intergovernmental Group on Rice, and recognized that the Group was the only intergovernmental
forum where the problems of the world rice trade as well as national and internatiomnal

action to deal with them could be considered.

56. The Committee noted that as a result of larger crops, rice supply conditions had eased
in 1976, with international prices 30 percent lower than in 1975, and (in real terms only
slightly above their 1971 trough). The outlook for 1977 was for a continuing close balance
between export availabilities and import requirements. There was the potential danger that
current and prospective international price levels could erode incentives to producers and
prevent rice production from growing at the rate necessary to maintain equilibrium between
supply and demand over the longer-term,

57. The Committee welcomed the Group’s review of the follow=-up to the Guidelines for national
and international action on rice. It agreed with the Group’s decision alsc te review the
follow-up action taken to the recommendations made at its Nineteenth Session 2/, and
recommended that the Group consider them as an important supplement to the Guidelines.

Oilseegf

58. Regarding the work of the Intergovernmental Group nn Oilseeds. Oils and Fats, the
Committee welcomed the progress made in the Group’s last two sessivus in agreeing on policy
measures and objectives which were recommended for consideration by governments, as envis-
aged in its terms of reference. The delegates of the developing countries emphasized in

1/ As shown in Appendix A of ¢‘FAO Principles of Surplus Disposal and Consultative
Obligations of Member Nations*®’, Rome, 1972.

2/ Paragraph 125 of the Report of the Nineteenth Session of the Intergovernmental Group
on Rice.
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their joint statement the particular importance they gave to the recommendations that no
new barriers should be imposed on imports of vegetable oils and meals especially those
exported by developing countries; that existing tariff and non-tariff barriers should be
eliminated or progressively reduced; and that GSP schemes should be extended and improved.
They expressed also their concern that measures to deal with the structural over-supply of
dairy products in the EEC could adversely affect the export interest of developing countries
in other products, especially oilmeals and vegetable oils. Continuing subsidization of the
use of skim milk powder in feeds and measures to make butter cheaper in relation to
vegetable oils, would restrict import requirements of oilmeals and ocils. Some delegations
stated that internal measures taken by the EEC to reduce structural surpluses in the dairy
sector represented a responsible approach to the problems of that sector. Furthermore the
proposal for an internal tax on vegetable o0ils in the EEC had been rejected by the Council
of Ministers. They also stated that some GSP schemes were being extended and improved as
regards their coverage of oilseeds, oils and related products.

59. The Committee considered the proposal of the developing countries in their joint
statement that the Intergovernmental Group on Oilseeds, 0Oils and Fats should not only
monitor the implementation of the recommendations already adopted, but should also develop

a comprehensive set of Guidelines for international cooperation in this sector, similar to
those agreed for meat and rice, so as to specifically protect the interests of developing
countries. In support of this proposal, they pointed out the importance of these commodities
in the trade of many developing countries. Several other delegates stressed that the inter-
relationships between the different commodities within the sector, as well as with products
in other sectors, increased the difficulties of preparing such guidelines for oilseeds, oils
and meals.

60. After further comsideration, the Committee recommended that the Intergovernmental Group
on Oilseeds, Oils and Fats further continue its work on policy recommendations for inter-
national cooperation in relation to this sector with a view to evolving, as appropriate,

a set of comprehensive guidelines, taking into account the views expressed in the Committee,
as well as related work in other fora.

Coffee and sugar

61. A number of delegates referred to the favourable impact of high coffee prices on the
export earnings of developing countries, but emphasized that in the present position of
scarcity, very few countries could take advantage of the improved price position. It was
also emphasized that although there has been some slight improvement in recent weeks world
sugar prices were extremely low. The Committee expressed the hope that the on-going
negotiations in Geneva for a new International Sugar Agreement would meet with success,
including aspects relating to a fair and remunerative minimum price.

62. In response to comments on levels of prices, the delegate of a developing producing
country observed that the prices prevailing for coffee were due to supply shortages caused
by crop failures. Despite a low coffee crop, his country had maintained usual levels of
exports in 1976. At the same time, efforts were being made to restore production to pre-
frost levels.

(f) Arrangements for consultations on hides and skins

63. The Committee recalled that at its Fiftieth Session it had requested the Director-
General to convene an Ad Hoc Intergovernmental Meeting on Hides and Skins. It noted that
due. to the reorientation of FAO’s programme of work and the reduction in the number of
meetings, it had not been possible to hold this Ad Hoc Meeting during the current biennium
but that the Secretariat now planned to convene it in 1978. The Committee welcomed this
proposal and reaffirmed the terms of reference which it had laid down at its Fiftieth
Session:

= to pursue the work on the improvement of hides .and skins intelligence and statistics
already begun by the Secretariat;

" = to define the economic problems of the hides and skins market and to report to the next
CCP on the ways and means by which they could be most effectively dealt with,



64, The Committee recognized that hides and skins were products of considerable trade value
and that they were particularly suitable for further processing in developing countries at
an initial stage of industrialization, because they were labour intensive and the basic
technologies for tanning could be easily acquired. In this respect the delegates from
developing countries emphasized in their joint statement that the trade restrictions
prevailing in some countries with regard to hides, skins and leather worked initheir
disfavour, discouraged processing of demestically produced raw materials, and in some
cases represented an actual preference for the product exported by competing developed
countries. The Committee recognized that the complex problems facing international trade
cf these products merited consultations between producing and consuming countries of hides
and skins. It expressed the hope that these wculd lead to a better understanding of the
problems and would pave the way to mutually acceptable solutions, especially as at present
there was no intergovernmental forum in which the economic and trade problems of this
commodity group were reviewed. In this context, the Committee took note that UNIDD in
pursuance of the Lima Declaration was planning a series of ad hoc consultations om the
development in developing countries of a number of industries including leather. It was
informed that close contacts between FAQO and UNIDO existed and that the work envisaged by
the Ad Hoc Meeting would be complementary to that carried out in UNIDO. In preparing for
the Ad Hoc Meeting, the Secretariat intended to take into full account the related work
going on in other organizations, especially UNIDO.

(g) Food Standards

65. The Committee considered the proposal, made by the Group of 77 in its statement, that
in view of the important trade implications of the food standards developed in the Codex
Alimentarius, it would be useful and necessary for the Committee to help the Codex
Alimentarius achieve fair trade practices as envisaged in its statutes. They proposed that
the Committee should be associated, in particular, with the task of monitoring the impact
of food standards on food trade and specially the impact of these standards on the export
interests of developing countries, and that it should bring to the attention of the Council
its willingness to perform such a task. They also observed that in view of its specific
expertise and experience in trade problems, the Committee was particularly suitable to look
into this problem. These suggestions were made in the light of indications that the food
standards so far adopted were not always relevant to developing countries nor did those
standards adequately safeguard the export interests of developing countries,

66. Several delegates expressed serious doubts about the Committee dealing with food
standards, which involved consideration of very specialized and technical issues, and
required certain expertise which the delegates normally attending the sessions of the
Committee did not have. They considered Codex Alimentarius as the most suitable forum to
discuss all aspects of food standards including the achieving of fair trade practices., In
their view, the Codex Alimentarius had carried out its work satisfactorily and objectively
according to its terms of reference and had achieved fair trade practices, which should be
of help to developing countries, They suggested that if some members of the Committee had
experienced any particular commodity trade problems arising out of the Codex food standards,
such problems could be discussed by the Committee and the Codex Alimentarius Commission

at a future session.

67. The Committee was unable to reach consensus on this subject. It agreed that this subject
and its deliberations on it should be called to the attention of the Council.

(h) Meeting schedule of CCP subsidiary bodies

68. The Committee took note of the provisional schedule of sessions of its subsidiary bodies
in 1978/79 as prepared by the Secretariat in document CCP 77/4 on the basis of the proposed
Programme of Work and Budget for the next biennium., The Committee stressed the need for
flexibility to ensure that the meetings schedule could be adjusted, after consultations with
the Chairman or interested governments, to meet urgent needs or changing market conditions,
since these could not be anticipated. While it recognized the need for economy in meetings
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and documentation, as a basic principle, sessions were scheduled because there was a commodity
problem that could not be resolved without inter-governmental discussion and was not under
examination in another fora. The Committee felt that it was undesirable to cancel scheduled
meetings of commodity gropus in order to accommodate unforeseen and urgent meetings. Some
delegates suggested that consideration should be given to financing essential but unscheduled
meetings of its subsidiary bodies out of a reserve maintained by the Organization for this
purpose. It also felt that while the timetable of FAO commodity sessions should be closely
coordinated with those of UNCTAD and other related bodies, these should not be the only
determinant since FAO had to be guided also by its own distinct role and responsibilities in
commodities and trade. Some delegates suggested that, in view of the importaunce of grains in
the world economy, at least one session of the Intergovernmental Group on Grains should be
tentatively scheduled in the next biennium, The Committee agreed to reconsider the commodity
meetings schedule at its next session.

69. While recognizing that there was insufficient time during a session of five working days
for the Committee to consider in detail the reports of all sessions held by its eleven
subsidiary bodies, it agreed that all such reports should continue to be submitted to the
Committee and that future agendas should mention commodities covered by these reports so
that delegates may raise matters on them of special concern to their governments.

3. Review of International Action on Commodity and Trade Problems
and Contribution of FAQ

70. As requested by the Council at its Seventieth Session, the Committee reviewed recent
developments in international meetings on important commodity and trade issues in a number
of fora, including UNCTAD, GATT, and the Conference on International Economic Cooperation.
It based its discussion on documents CCP 77/6 and 77/9 and statements by the Secretariat
and by representatives of UNCTAD and GATT.

71. The Committee noted that the UNCTAD Negotiating Conference on a Common Fund had been
unable to reach agreement on the proposal submitted by the Group of 77, and that the
preparatory meetings on individual commodities had so far made only limited headway.

Some delegates expressed the view that given the time~frame for preparatory meetings for
the agricultural commodities within the Integrated Programme, it would be necessary to find
a balance between the need for concrete progress and proposals for in-depth studies on all
issues. The Conference on International Economic Cooperation had not yet reached any
consensus on the issues before it. The Multilateral Trade Negotiations under GATT auspices
had been protracted and, although some initial concessions on tropical products were
achieved at the end of 1976, the Committee noted the statement of the GATT representative
that there have been and still are basic differences of opinion between some major
agricultural trading nations as to how agricultural products should be dealt with in

the negotiations.

72. The Committee agreed that progress had been slow, and many delegates expressed their
serious concern over the failure so far of the international community to resolve the
long-standing problems affecting agricultural commodities, particularly those of the developing
countries.

73. In the Statement of the Group of 77 presented to the Committee, it was stressed that the
existing economic structure resulted in an unjust distribution of benefits in the world
economy which the developing countries were determined to rectify through the realisation

of the New International Economic Order. It was in this context that the developing countries
had placed the highest priority on the implementaticn of the UNCTAD’s Integrated Programme.

74, Divergent views were expressed on the reasons for the slow progress in international
action on world commodity problems. Delegates of the developing countries considered that
the absence of concrete results reflected a lack of political will on the part of most
developed countries to commit themselves to a major change in the existing world economic
order, and to the basic concept of the Integrated Programme for Commodities. In their view,
technical difficulties could be quickly overcome if the developed countries withdrew their
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reservations which had constituted stumbling blocks to progress in negotiations. They hoped
that negotiating positions were now being fundamentally revised. They welcomed the assurance
given by delegates of some developed countries that their governments continued to support
fully the Integrated Programme with a Common Fund as its central element, and had made a
general commitment to work towards a New International Economic Order.

75. Other delegates considered that the slow progress did not reflect a lack of political
will. They stressed that the objectives of the Integrated Programme were very ambitious and
would inevitably take considerable time to accomplish. The world economic recession had
caused financial and balance of payment difficulties not only to developing countries but
also to many developed countries. Moreover, the technical issues were extremely complex and
had to be resolved before mutually acceptable decisions could be reached. The different
characteristics and diverse problems faced by different commodities was another complicating
factor. The importance of producing countries reaching a common negetiating position on
individual commodities in order to facilitate negotiations was also stressed, and some
delegates suggested that FAO could assist in this respect.

76. The Committee welcomed the close working collaboration which had been developed

between the Secretariats of FAO and UNCTAD in the joint preparation and servicing of

meetings on agricultural commodities. It believed that the adoption of Resolution 93(iv)

had increased FAO’s responsibilities. It noted with satisfaction FAO’s contribution in

this regard, particularly in the preparation of background material for UNTAD's discussion

on jute and hard fibres and for the forthcoming meetings on vegetable oils and oilseeds

and tropical timber. Full use was being made of FAO's long and extensive technical experience
not only in the field of commodities and trade but also in other sectors including production,
marketing, research and development, as well as forestry and fertilizers. The Committee
supported the Director-General’s intention to continue and extend this collaboration so as

to enhance FAO’s useful role in the formulation of proposals, in which it should draw on

the conclusions of the intergovernmental commodity groups. Some delegates also observed

that the work in Intergovernmental Groups should be seen in line with the set of objectives
laid down in UNCTAD Resolution 93(iv) and should contribute to an early implementation of

the Integrated Programme for Commodities. Some delegates suggested that conmsideration should
also be given, when appropriate, to FAO cooperation when more general commodity problems and
possible solutions were considered, as well as to the possibility of joint meetings with
other organizations on related matters.,

77. The Committee also considered that, when negotiations were completed in UNCTAD, FAO was
likely to be involved in some of the follow-up action for certain commodities, especially,

but not only, in research and development, production technology and cost reductions measures,
improvement of processing and marketing structures and basic informatiom. Moreover, FAO was
taking the initiative for developing international cooperation on a number of important
products not included in the Integrated Commodity Programme, such as rice, hides and skins,
tobacco, spices and fruits.

78. The Committee agreed that increased cooperation among developing countries could
stimulate the expansion of trade and the economic development of these countries, and the
FAO should assist developing countries to this end. In extending such assistance, the
Organization would need to translate into concrete action, several concepts of cooperation
which had been advanced in various fora, and to involve units responsible for technical

as well as for economic matters.

79. The Committee agreed that there was a common interest among all countries to foster
action to achieve a greater stability of commodity prices and supplies with an expanding
trade, and it was generally accepted that the problems of developing countries particularly
those with serious balance of payments difficulties, should be treated on a priority basis
in the relevant negotations. The Committee strongly hoped that negotations in other fora
would be more fruitful in the future and that positive results could be reported at its next
session.
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IIT. PROGRESS OF OTHER FAO WORK QOF CONCERN TO THE COMMITTEE

1. Strategy for International Agricultural Adjustment

80. The Secretariat reported that work was under way on preparations of the Director=General’s
report to the Nineteenth Session of the Conference on International Agricultural Adjustment, |,
as requested in Resolution 9/75. The report, which would be completed during July, would assess
progress towards achievement of the agreed objectives in the light of the Guidelines adopted
by Conference. The Committee noted that as this was the first time such a report had been
attempted, it was therefore likely that some of the basic information might be incomplete. It
was reported that one problem which might arise would be the difficulty of identifying with
precision the level of flow of resources into the agricultural sector.

81. The Committee stressed the importance of the subject for which the Director-General’s
report would be the basis for Conference discussion. Some delegates, noting that there might
not be an opportunity for the Committee to give its comments on the Director-General’s report
prior to its discussion at Council and Conference, drew attention to issues which they hoped
would be given special attention in his report., These included, in particular, the rational
use of national agricultural resources, the transfer of resources, and terms of trade. As to
the first of these, as pointed out in the statement of the Group of 77, the delegates of
developing countries considered that the internal price support policies of some developed
countries constituted a major departure from the relevant Guidelines. As regards the transfer
of resources, the same delegates considered it important that the Director-General’s analysis
take into account ‘‘reverse flows’’ so as to indicate the extent of the net flow of transfers.
It should also be prepared so as to make it possible to identify the actual degree of
concessionality in the resource transfers. As to terms of trade, they emphasized that not
only the volume of trade was important, but also the conditions of trade, especially the real
purchasing power of export earnings of developing countries.

82. Other views brought out in the discussion were that since agricultural adjustment was
concerned not only with food supplies but also with employment and environmental matters,
agricultural adjustment must take account of various aspects of agriculture’s role by
country and by region, and should be carried out under the responsibility of each country.

83. Some other delegates could not accept the views which had been expressed concerning

the nature of national policies of some developed countries which in their view took full
account of the need for a balanced and rational use of resources. Furthermore, the complexity
of the substantive issues involved meant that brief debate during the present session could
not be based on sufficiently well=-documented information and analysis.

2F Agricultural Commodity Projections to 1985

84. The Committee noted with satisfaction the progress reported on the new FAC commodity
projections to 1985 in document CCP 77/7. It also noted the revisions in the programme
of work on commodity projections and welcomed the resultant economies which had been
achieved.

85. The Committee reaffirmed the importance which it attached to the periodic projections,
and to the systematic review of this work in its subsidiary bodies, particularly as no other
organization undertook such comprehensive assessments of medium and long-term commodity
prospects and problems.

86, Many delegates, as reflected in the Statement of the Group of 77, stressed the need

for a dynamic approach rather than a static approach, that took into account the objectives

of the New International Economic QOrder, and in this connection the Committee noted that

the projections would be an essential input into FAO’s work on ‘‘Agriculture Towards 2000°*°

in which changes in economic structures would be assumed. Other delegates welcomed the fact
that trade would not be treated simply as a ‘‘residual’® difference between projected production
and demand, as this could result in misleading conclusions.



87. As regards publication of the projectioms, although one delegate felt that the previous
format of publication should be continued, most delegations recognized the need for economies
and endorsed the proposals of the Secretariat. Some delegates stressed the need for a
background paper on methodological aspects and requested the circulation of a list showing
the variocus special projections materials which could be provided on request. The Committee
was assured that these requirements would be met.

3. Assistance on the Formulation of Commodity Policy at the Country Level

88. The Committee took note of the progress report of the Secretariat on the assistance
provided by FAO on the formulation of commodity policies at the country level {Doc. CCP 77/5).
FAQ had extended its assistance to interested developing countries in designing and
implementing effective national policies for agricultural commodities entering international
trade, taking full account of world market situations. Although this work was organised and
conducted by staff of the Commodities and Trade Division, it was carried out in collaboration
with other technical divisions concerned with marketing, processing, production and other
related aspects. The programme was intended to complement and not duplicate the work of

the International Trade Centre with whom close working links were maintained.

89. Delegates of several developing countries stressed the usefulness of the assistance
received from FAO on the formulation of national policies for a number of agricultural
commodities, and in the organisation of ocutlook conferences. These delegates strongly
supported the high priority accorded to this activity, and urged that it should be strengthened
in order to extend its scope to more developing countries.

90. The Committee stressed the importance of integrating FAO’s assistance on national commodity
policy with other technical assistance projects on agricultural development. Special
consideration should be given to the training of governmeat officials so as to strengtheen

the local capability in formulating and implementing policies. They took note of FAO’s
experience in policy implementation in projects of the International Scheme for Coordination

of Dairy Development, as well as that in the commodity policy projects in Pakistan and

Chile.

91. The Committee agreed that FAO had a useful function in assisting in the formulation

and implementation of commodity policies intended to help developing countries to increase
their export earnings as well as to substitute domestic crops for imports. Some delegates
stressed that the work should be carried out in cooperation with other organizations so as
to avoid unnecessary duplication and keep clear respective delineations of responsibility.

IV. OTHER MATTERS

1. Amendments to the Rules of Procedure of the Committee

92, The Committee noted that, as a result of the amendments to Rule XXIX of the General
Pules of the Organization adopted by the Conference at its Seventeenth and Eighteenth Sessions,
it was necessary to make consequential changes in its Rules of Procedure.

93. The proposed amendments presented in document CCP 77/3 concerned mainly the composition,
method of acquiring membership of the CCP and related matters. In addition, the Secretariat
suggested it would be opportune to introduce certain minor textual improvements in the Rules.

94. The Committee adopted these amendments, with some additional drafting changes suggested
by delegates. The revised Rules are reproduced in Appendix E teo this report.

2. Arrangements for next session

95. The Committee, in considering the possibility of holding a short special session in the
autumn, ageed that this could be justified only if it facilitated the work of the Conference,
particularly in examining the FAQ Commodity Review and Outlook, the Director-General’s

report on International Agricultural Adjustment, and the outcome of negotiations on
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agricultural commodity problems. Some delegates seriously questioned the need for such an
unscheduled session, especially as the Council would itself be meeting immediately before
the Conference, whereas some others felt that it might be useful for the CCP to meet. The
Committee took no decision on this question. It asked its Bureau to continue to study the
question and to submit its conclusions to the Council at its June Session.

96. As regards its regular session in the next biennium, the Committee noted that provision
had been made in the proposed Programme of Work and Budget for one session of CCP in 1978-79
instead of the normal two sessions. The Committee agreed that it would not be opportune at
this time to fix a precise date for its next session since the timing should be guided by
prevailing circumstances and the outcome of negotiations now under way, especially in UNCTAD.
For the present it was desirable to retain a certain flexibility and agreed that the
Director—General, in capgultation with the Chairman, could propose the most suitable date
for its Fifty-Second session. It agreed that itz agemda should concentrate on a limited
number of essential items taking into account the relevant recommendations made in the

text of this report.
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AGENDA

Procedure of Session

1. Election of Chairman and Vice-Chairmen: for decision
2. Adoption of Agenda and Timetable: for decision

World Commodity Situation and International Action

3. Main issues in world commodity situation: for discussion and/or decision
4. Specific commodity matters requiring consideration by the Committes:
for discussion and/or decision

(4) Operation of informal agreements on hard fibres and on jute, kenaf and
allied fibres

(b) TImplementation of the guidelines for international cooperation in the
livestock and meat sector

(c) Progress of FAO work on commodity agreements on tea and bananas

(d) Report of the Consultative Sub=Committee on Surplus Disposal (CSD) with
special reference to its role in ¢‘grey area’’ transactions

(e) Other commodity problems identified by the Committee or by its
subsidiary bodies

5. Review of international action relating to agricultural commodities in other
fora, including UNCTAD, GATT and CIEC, and the contribution of FAO:
for discussion and/or decision

Other FAO Activities of Concern to the Committee

6. Progress reports on FAO’s work: for information

(a) Strategy for International Agricultural Adjustment
(b) Agricultural Commodity Projections to 1985
(c) Assistance on the Formulation of Commodity Policy at the Country Level

Other Matters

7. Procedural matters: Conference amendment to CCP Rule XXIX on membership:
for adoption

8. Arrangements for the Fifty=-Second Session: for decision

9. Any other business: for discussion and/or dacisiom, or information

10. Adoption of report: for decision
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APPENDIX D

Statement of the Group of 77

Mr. Chairman, distinguished delegates,

1. I have been requested by the Group of 77 to convey to you the views of the Group on a
number of issues before this Committee, which is now meeting for the first time since 1975
at a time when a great deal of effort is being devoted to finding just solutions to the
conmodity problems confronted by developing countries. The Group of 77 takes this initiative
of making their common position known at the very start of this session in order tc
stimulate the deliberations of the Committee and in the hope that the developad countries
will respond favourably to our constructive comments and suggestions.

Mr. Chairman,

2. Over the last two years the overwhelming majority of developing countries witnessed a
continuing deterioration in their balance of payments. The external debt of developing
countries may have reached as much as 190 billion US dollars by the end of 1976 and it is
atill increasing., Debt-servicing has becomé such a serious burdzn in the balance of payments
of many developing countries that an increasing number of them have teen forced to
renegotiate their debt payment; but this looming storm has sc far failed to ellcit 2
favourable response to the pleas for debt-relief. The targets for official aid remain
unfulfilled, particularly by large donors, and the prospects for a rapid expansion of trade
are not auspicious.

3. It is within vhis gloomy context that the poor performance of agricultural exports of
developing countries deserves serious consideration. The total value of our agricultural
exports remained stagnant in 1975, and the gains made in 1976 were not sufficient to
compensate for the higher prices we had to pay for our imports. This deterioration in our
terms of trade compounds the difficulties already experienced in the light of the long-term
decline of our share in world agricultural trade.

4. On top of these difficulties, the commodities exported by developing countries suffered
from an unprecedented degree of price instability over the past two years. Hardly any major
agricultural commodity was free from price fluctuations, in some cases with disastrous
effects. It is true, of course, that problems of instability in supplies and demand, with
their resulting price fluctuations, are not new. In fact developing countries have been
clamouring for international action on market stabilization for several decades, even before
the creation of this Committee. Price instability is obviously harmful to commodity
exporting developing countries. But what seems to be forgotten is the fact that price
instability 1s not in the interests of importing developed countries either.

5. Another problem which is increasingly showing its deleterious effects on developing
countries is the competition from synthetics. The major inroads of synthetics in the markets
for raw materials are well known., Here again, developing countries are caught in a viclous
circle as market instability stimulates the expansion of production capacity for synthetics
in industrial countries. While crop failures in major producing regions can sometimes

trigger price increases, the rapid contraction or expansion of demand in consuming countries,
reflecting the business cycle, is often a source of instability in markets for raw materials.

6. In the specific case of fibres, we would like to stress that instability is also
related to the dynamics of the synthetics industry. This means that, unless there are
commodity agreements covering both the natural product and synthetics, it would be utopilan to
maintain that producers could avold additional market losses to synthetics merely by assuring
continuity of supply at ‘‘competitive’’ prices. However, the competitiveness of the natural
product can be improved, in many cases, by locating processing facilities in developing
countries close to the source of the raw material. For other commodities also, transfer of
processing capacity to developing countries is a key element for enlarging the export
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earnings of those countries, as fully recognised in the UNIDO Declaration and Programme of
Action adopted in Lima, This would, of course, require the repeal of discriminatory measures
in industrialised countries with respect to tariffs, shipping freights and commercial
practices, together with action to facilitate adjustment in the industry of developed
countries.

e This brings us to the most complex problem confronting the developing countries in
expanding their export earnings from agricultural commodities, namely the restrictive trade
measures and support policies of developed countries. While the developed countries can = and
repeatedly do - present price fluctuations and competition from substitutes as the inevitable
consequences of the operation of “‘natural market forces®’, their domestic support policies
are nevertheless conscious and willing actions; whatever their original motivation, they do
in fact harm developing countries, We believe that the advocacy of ‘‘unhampered free market
forces’’ by developed countries in international trade negotiations is incompatible with the
tampering of these same market forces in their domestic agricultural policies to assure
guaranteed incomes to farmers - their farmers, not ours. We only wish that the same concern
of developed countries to improve the lot of their underprivileged citizens - among which

are the small farmers - could be brought to bear beyond their borders to the far more under-
privileged people living in the developing world.

8. But, Mr. Chairman, attitudes change slowly. This is why the developing countries,
frustrated by the operation of existing economic structures with the resulting unjust
distribution of benefits in the world economy, are strongly determined to bring about the

New International Economic Order (NIEO), so as to establish more just and equitable relations
in a world where dignity and prosperity are not a privilege of a few. The historic Ffirst

step was taken at the Sixth Special Session of the UN General Assembly. Unfortunately, the
resolutions on the NIEQ were marred from the beginning b, the reservations of some countries.
These reservations have been reiterated, expanded upon and are now used as stumbling blocks
for actual progress in some of the most important on-going international negotiations.

o We need not delve into our disappointment so far with the failure of the Conference on
International Economic Cooperation to produce any results, since this is all too well known.
Our disappointment is even greater as the Tokyo round of Multilateral Trade Negotiations
under the GATT keeps on being extended from year to year - always long on promises and short
on meaningful results - at least insofar as the major interests of developing countries are
concerned. Moreover, while recognising that the scheme for a Generalised System of
Freferences has brought benefits, we believe that its coverage of agricultural commodities
has been far too limited and that an improvement and extension of its provisions would be an
important means of enlarging the developing countries® share of international trade in those
products.

10. It is in this context of thwarted hopes and half-measures that the Group of 77 has
placed the highest priority on the implementation of UNCTAD’s Integrated Programme on
Commodities. The qualificarions to and differing interpretations of the consensus Resolution
on the Integrated Programme show quite clearly that developed countries in Nairobi were
unwilling to commit themselves to a major change in the existing order. In practice, they
agreed to participate in the negotiations on specific commodity arrangements and on the
establishment of a Common Fund to finance these arrangements without fully committing
themselves to the basie concept of the Integrated Programme. The implementation of these
Resolutions has so far fallen far short of expectations. The recently concluded Negotiating
Conference on a Common Fund, which is the central pillar of the programme, failed to make
any tangible progress.

11. I will ask your indulgence, Mr. Chairman, to quote a few passages from the closing
statement of 2 April 1977 of the Group of 77 in Geneva to the Common Fund Conference, which
clearly portrays the feeling of despondency of developing countries in international
commedity negotiations. I quote:
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‘*On behalf of the Group of 77, I wish to state the deep regret with which the developing
countries regard the outcome of this Conference. We cannot fail to express in the most
unequivocal terms that the Conference is ending in complete failure...

‘‘No agreement was reached on [the/ draft /submitted by the 77//on the establishment of a
Common Fund/. It is undeniable that the 77 did their utmost to contribute to a positive
conclusion of our work. That this did not happen can only be attributed, therefore, to a
serious lack of political will on the part of other groups?®’,

12, Mr. Chalrman, we can only express the hope that negotiating positions are now being
fundamentally revised and that the industrial countries at the forthcoming Economic Summit
in London will agree to respond more favourably to our just proposals,

13. It is against this disheartening background that we have to chart the FAQ’s work on
compodities. While this Organization must surely continue to work in full cooperation with
other units of the U.N. system, it is also true that the present situation makes it
lmperative for FAO not only to support the initiatives of other fora, but also to bring forth
its own contributions in the formulation of policies, especially in the light of the special
characteristics of agricultural commodities, and of the renewed attention to agriculture
within overall development strategies. This active and creative role must, of course, be
reflected in the deliberations of this Committee, from which the Organization must receive
inspiration and guidance.

14, We could interpret the work of FAO in International Agricultural Adjustment as

a2 first attempt to contribute to the New International Economic Order. The objectives

of the Strategy of International Agricultural Adjustment identified in Resolution 2/73

and 9/75 are inter alia ‘‘an orderly acceleration of trade in agricultural products,

with greater EEEbility in prices and markets and a rising share for developing countries

in a general expansion of agricultural trade.®® Member countries agreed to orient their
policies for international agricultural adjustment in accordance with the guidelines
contained in the Annex to Resolution 9/75. The Director-General’s assessment of progress
towards achievement of the objectives and policies of international agricultural adjustment
will only be completed later this year. We trust that this assessment will take fully into
consideration the request of Conference Resolution 3/75 that the relationship between the
prices of agricultural products and other commodities and industrial products be reviewed
within the context of international agricultural adjustment. But we can already deduce,
with regret, the non-observance by some countries and groups of countries, of guideline 3,
which states, and I quote ¢*..,. national policies of developed countries should aim at

the most rational use of their resources, having regard to the special needs and Interests
of developing countries and taking into account the need to ensure world food security.’’ The
internal price support policies of some developed countries and a group of developed
countries constitute a major departure from this guideline. The subsidisation of their
domestic production and, in some cases, the disposal of surpluses in foreign markets have
had a significant disruptive impact or the exports of developing countries. We recommend,
therefore, that the Committee should urge developed countries to take urgent steps to revise
such policies so as to abide by their commitments to international agricultural adjustment,
as part of a global effort towards the New International Economic Order.

15, Turning to the more specific work of FAO on commedities and trade, we believe that the
Organization has a clear and continuing role in this field. In fact, the Nairobi resolutions
have increased rather than reduced FAQ’s responsibilities. First, the Organization is rightly
giving priority to supporting the work of UNCTAD towards international agreements on the

12 agricultural commodities under the Integrated Programme. We are therefore glad to see

that the Director=-General has committed the resources of FAO to support UNCTAD in the

technical work involved, since this is an essential basis for negotiations. We are aware that
these negotiations are a laborious task requiring FAQ’s expertise on the special characteristics
of production, marketing, processing and trade of each individual commodity, and its experience
in working out feasible international stabilization techniques. Secondly, we believe that,

when negotiations are completed in UNCTAD, FAO will also be involved in some of the follow=up
action for certain individual commodities, especially, but not only, in research and development,
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production technology and cost reduction measures, improvement of processing and marketing
structures and basic information., Thirdly, it should be remembered that FAO remains the
*¢lead’’ agency in developing international cooperation on a number of important products
not included in the Integrated Programme, such as rice, hides and skins, tobaecco, spices and
fruits.

16. FAQ’s commodity work, in our view, should be on two levels: on the one hand, at the
national level, where it can help developing countries to formulate their national commodity
policies; on the other hand, at the international level, where FAO has a continuing role to
play in the successive steps towards fommal commodity arrangements.

17. Finally, there is the important information role of FAO in collecting, analysing and
distributing market intelligence and special commodity reports and projections to keep
governments, especlally of the developing countries which often lack adequate services of
this kind, informed of the latest developments and their international implications, and to
provide a basis for forward planning. Such work involves naturally a close relationship with
the UNCTAD/GATT International Trade Centre.

18. We also want to stress that the development of food standards has lmportant trade
implications. In our opinion it would be useful and, in fact, necessary for CCP to help the
Codex Alimentarius achieve failr trade practices as envisaged in its statutes. The Committee
should be associated, in particular, with the task of monitoring the impact of food
standards on the export interests of developing countries. We recommend that the Committee
should bring to the attention of the Council its willingness to perform such a task.

19. We take note, with satisfaction, of the extensive amount of work reported to CCP by

its subsidiary bodies. The informal arrangements negotiated under FAO’s auspices on hard
fibres and jute, however imperfect they may be, have contributed to the stabilization of
markets for these raw materials perenially under attack by synthetic substitutes. But, the
highly unsatisfactory price levels prevailing in the market for those two groups of products
with serious adverse consequences to producing countries, require positive and urgent action
by the Committee. The work of the Organization on these two commodities is also providing an
invaluable basis for the negotiation of commodity arrangements under UNCTAD’s Integrated
Programme. While we are consclous of the difficulties and the time involved in implementing
the Integrated Programme, we belleve it 1s necessary in the meantime for the FAO Groups in
question to refine and improve the informal arrangements, taking special care to promote the
transfer of fibre processing facilities to developing countries. In this connection we must
also point out that work on many agricultural commodities requires the parallel consideration
of competing synthetics and substitutes, Without an overall pilcture, covering both the
natural product and synthetics and substitutes, the deliberations and recommendations of the
Committee and its subsidiary bodies would lose proper perspective. We support the
establishment of ¢‘Jute International®’ as an important means of promoting end-use development
of jute goods, as well as agronomic and technological research. We also welcome the proposal
put forward at the Hard Fibres Group for a ‘‘Coir International’’ which has the same basic
aims, and we hope that the Group will take action on this proposal at its next session.
Finally, we recommend that the Committee should instruct the Intergovernmental Groups on Hard
Fibres and Jute to ensure that competing synthetics are included, as appropriate, in the
scope of their deliberations and decisions.

20. The observance of the FAO Guidelines for International Cooperation in the Livestock
and Meat Sector should, in our view contribute slgnificantly to the improvement of relations
between exporters and importers of meat. The world market for meat has been characterized by
considerable instability intrinsic in the feed-livestock cycle and the changes in demand
reflecting economic conditions in the major consuming countries. Whenever supply tends to
outstrip demand at going market prices, governments of developed countries intervene with
‘‘temporary’’® restrictive measures in the form of import quotas, sanitary regulations and
other practices which shift the burden of adjustment onto the weakest party, namely the meat
exporting developing countries. We stress, in this context, our belief that the current
world beef crisis is a consequence of the self~sufficiency policies of some developed
countries, The beef policy of the EEC is a clear case in point. We trust that in future the
Guidelines for the Livestock and Meat Sector will actually guide the meat policies of
governments. We recommend, therefore, that:




- D5 -

(1) The Director-General ascertains from Governments the measures undertaken for the
implementation of the guidelines, and

(2) The Intergovernmental Group on Meat develops procedures for monitoring the
implementation of the guidelines and for promoting remedial action when special
difficulties arise.

21. The measures taken to deal with the continuing problem of structural over=supply of
dairy products in the EEC can be expected to further aggravate the meat trade situation

to which we have just referred. Even more seriocus will be the effect of these measures on
the export interests of developing countries in some other products, especially oilcakes and
vegetable oils. The continuing subsidisation of the use of skim milk powder in animal feeds
and the various weasures or proposals to make butter cheaper in relation to vegetable oils,
will restrict the import requirements for ollcakes as well as oilseeds and oils exported by
developing countries. We therefore believe the Committee should urge the EEC to at least
offset the adverse impact of these policy measures on developing exporting countries, and

to refrain from adopting new measures which could further restrict markets, In this
connection, we would like to recall that at its tenth segsion, the Intergovernmental Group
on Oilseeds, Oils and Fats specifically recommended that: ¢‘Countries should avoid imposing
any new barriers to imports of vegetable oils and meals, especially those exported by
developing exporting countries; further, all efforts should be made to eliminate or reduce
progressively the existing tariff and non-tariff barriers, and to extend and improve the
Generalised System of Preferences.’’ In view of the growing importance of oilseeds and
ollcakes in the trade of many developing countries, we believe that the Commlttee should
ask the Oilseeds Group not only to monitor the implementation of the recommendations already
adopted, but alsco to develop a comprehensive set of Guidelines for international cooperation
in this sector, similar to those agreed for meat and rice, so as to specifically protect
the interests of developing countries.

22, Work towards an international commodity agreement on bananas is now in progress. In
addition to economic measures to ensure a balanced growth in production and consumption at
prices which maintain and increase the real purchasing power of banana exports, action
needs to be taken to develop new markets, to promote research on processed banana products,
and diversification schemes in order to facilitate the attainment of the long run objectives
of the producing countries. We believe that the Working Party on the Elements of an
International Banana Agreement will take these considerations into account at their session
at the end of this month.

23, Tea is a commodity which has faced, until very recently, depressed market conditions.
We believe that the establishment of an International Tea Promotion Association will be a
useful step forward in cooperation amongst producers. But a more comprehensive international
action programme is needed to sustain and further improve the real price of tea. We support,
therefore, the objectives of and the initiatives towards an International Programme for Tea,
agreed by the Group at their recent session in London, and hope that the CCP will endorse

the plans for future work.

24. We attach considerable importance to the work of the Rice Group, which provides the
only intergovernmental forum where the problems of world rice trade can be considered and
measures to deal with them devised., While we agree with the Group’s conclusions that the
supply/demand situation has eased, we are also concerned that the expansion of rice
production in developing countries be accelerated, in order to meet the objectives of food
security. The FAO Guidelines for National and International Action for Rice provide a useful
framework for adjustments in rice production, trade and aid peolicies in response to
developments affecting rice markets, We welcome the decision of the Group not only te
continue its regular reviews of the follow-up to these Guidelines, but also to breaden them
to cover the recommendations adopted at its Nineteenth Session. We believe that the Committee
should ask the Rice Group to consider these recommendations as an essential supplement to
the Guidelines.
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25. Hides and skins are also valuable commodities to most developing countries. The simple
nature of technology for hides and skins, and the small scale of their processing units,
make the leather and leather goods industries particularly suitable for the early stages of
industrialization of developing countries. Paradoxically, the discriminatory trade policies
of the developed countries subject the developing countries to a kind of generalized system
of preferences *‘in reverse’® with respect to these products. Instead of recelving more
favourable treatment, develeoping countries are, in fact, discriminated against. We endorse
the proposal of the Director-General to convene an ad hoc meeting on hides and skins in
1978, The sharp changes in market structures and trade patterns and the acute problems faced
by developing exporting countries, as well as the potential for further development of this
sector with great impact for developing countries, make it necessary and urgent to convene
such a meeting under the aegis of the CCP, as no other international forum exists for
consultations on these commodities.

26. We are satisfied with the progress reported on FAO’s work on Commodity Projections to
19853. The results will provide a forward looking global picture which should help in the
formulation of agricultural development plans and of schemes for the promotion of commodity
production and exports. In thisg connexion, we would like to stress the need for a dynamic,
rather than a static approach, that takes into account the objectives of the New
International Economic Order. We hope, therefore, that the Projections will become a first
step in this direction by providing an essential input into FAC’s work on ‘fAgriculture
Towards 2000*°, in which alternative scenarios allowing for changes in the economiec policies
and structures will be devised.

27. We strongly support the high prlority accorded to assistance in the formulation of
commodity policy at the country level. In fact, we feel that this is a field particularly
suitable for implementing the country-level approach which the Director-General is
emphasizing in the programmes of the Organization. Developing countries recognize their
need for comprehensive policies by commodities and by sectors, particularly when these
commodities are affected by developments in world markets. We welcome the technical advice
of FAQ in the formulation and implementation of commodity policies which will help to
increase export earnings or to substitute domestic crops for imports.

28. To conclude, Mr. Chairman, I thank the Committee for giving me the opportunity at this
stage to make a comprehensive statement on behalf of the Group of 77. Our main purpose has
been to state clearly our serious concern over the continuing commodity problems and the
lack of tangible results in tackling them. We hope our statement, which contains a number of
positive proposals, will serve as a constructive basis for the work of this Session.
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REVISED RULES OF PROCEDURE OF THE COMMITTEE

Rule I
Officers

1. At the first session in each biennium the Committee shall elect a Chairman, a first Vice-
Chairman and a second Vice-Chairman from among the representatives of its Members, who shall
remain in office until the election of a new Chairman and new Vice-Chairmen.

2. The Chairman, or in his absence one of the Vice-Chairmen, shall preside at meetings of the
Committee and exercise such other functions as may be required to facilitate its work. In the
event of the Chairman and the Vice-Chairmen not being able to preside at a meeting, the
Committee shall appoint the representative of one of its Members to take the chair.

3. The Director-General of the Organization shall appeint a secretary, who shall perform
such duties as the work of the Committee may require.

Rule II
Sessions

1. The Committee shall hold sessions as provided in Rule XXIX.4 and 5 of the General Rules
of the Organization.

2. The Committee shall normally hold two sessions during each biennium, to be convened by
the Director=General in consultation with the Chairman of the Committee, taking into account
any proposals made by the Committee.

3. Any number of separate meetings may be held during each session of the Committee.

4. The sessions of the Committee shall normally be held at the seat of the Organization. A
session may be held at another place in pursuance of a decision taken by the Committee in
consultation with the Director-General or a request submitted in writing to the Director-
General by a majority of the Members of the Committee.

5. Notice of the date and place of each session shall normally be communicated at least

two months in advance of the session to all Member Nations and Associate Members of the
Organization, and to such nonmember states and international organizations as may have been
invited to attend the session.

6. Each Member of the Committee may appoint alternates and advisers to its representative
on the Committee.

7. Presence of representatives of a majority of the Members of the Committee shall constitute
a quorum for any formal action by the Committee.
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Rule III
Attendance

1. Participation of international organizations in an observer capacity in the work of the
Committee shall be governed by the relevant provisions of the Constitution and the General
Rules of the Organization, 1/ as well as by the general rules of the Organization on
relations with international organizations.

2. Attendance by nonmber states of the Organization at sessions of the Committee shall be
governed by the principles relating to the granting of observer status to nations adopted
by the Conference.

3. (a) Meetings of the Committee shall be held in public, unless the Committee decides
to meet in private for discussion of any items on its agenda.

{b) Subject to the provisions of subparagraph (c) below, any Member Nation not represented
ont the Committee, any Associate Member or any nonmember state invited to attend in
an observer capacity a session of the Committee may submit memoranda and participate
without vote in any discussion at a public or private meeting of the Committee.

(¢) In exceptional circumstances, the Committee may decide to restrict attendance at
private meetings to the representative or observer of each Member Nation of the
Organization.

Rule IV
Agenda and documents

1. The Director-General, in consultation with the Chairman of the Committee, shall prepare
a provisional agenda and shall normally circulate it at least two months in advance of the
session to all Member Nations and Associate Members of the Organization and to all non-
member states and international organizations invited to attend the session.

2. All Member Nations of the Organization and Associate Members acting within the limits

of their status may request the Director-General normally not less than 30 days before the
proposed date of the session to insert an item on the provisional agenda. The Director-
General shall thereupon ecirculate the proposed item to all Members of the Committee, together
with any necessary papers.

3. The first item on the provisional agenda shall be the adoption of the agenda. The
Committee in session may by general consent amend the agenda by the deletion, addition or
modification of any item, provided that no matter referred to it by the Council or on the
request of the Conference may be omitted from the agenda.

4. Documents not already circulated shall be dispatched with the provisional agenda, or
as soon as possible thereafter.

1/ It is understood that in this context the terms ‘‘Constitution’’ and *‘the General Rules
~  of the Organization®’ are to be taken to include all general rules and policy statements
formally adopted by the Conference and intended to supplement the Constitution and the
Rules, such as the ‘‘Statement of principles relating to the granting of observer status
to nations,’’ and the general rules regarding relationships between the Organization and

governmental and nongovernmental corganizations.
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Rule V

Voting

1. Each Member of the Committee shall have one vote.

2. The decisions of the Committee shall be ascertained by the Chairman, who shall resort,

upon the request of one or more Members, to a vote, in which case the pertinent provisions
of Rule XII of the General Rules of the Organization shall apply mutatis mutandis.

Rule VI
Records and reports

1. At each session, the Committee shall approve a report to the Council embodying its views,
recommendations and decisions, including, when requested, a statement of minority views. Any
recommendation adopted by the Committee which affects the programme or finances of the
Organization or concerning legal or constitutional matters shall be reported to the Council
with the comments of the appropriate subsidiary committees of the Council.

2. Reports of sessions shall be circulated to all Member Nations and Associate Members of the
Organization and to nonmember states invited to attend the session, as well as to interested
international organizations entitled to be represented at the session.

3. The comments of the Committee on the report of any of its subsidiary bodies and, if one

or more Members of the Committee so request, the views of those Members shall be incorporated
into the Committee’s report. If any Member so requests, this part of the Committee’s report
shall be circulated as soon as possible by the Director-General to the states or international
organizations which normally receive the reports of the subsidiary body in question. The
Committee may also request the Director=General in transmitting the report and records of

its proceedings to Members to call particular attention to its views and comments on the
report of any of its subsidiary bodies.

4. Whenever a private meeting of the Committee is held, the Committee shall, at the beginning
of that meeting, decide whether a record of the meeting shall be kept and, if so, what
circulation, not exceeding that provided for in paragraph 2 above, shall be given to it.

5. The Committee shall determine the procedures in regard to press communiqués concerning
its activities.

Rule VII
Subsidiary bodies

1. In accordance with the provisions of Rule XXIX.10 of the General Rules of the Organization,
the Committee may, when necessary, establish sub-committees, intergovernmental commodity

groups and ad hoc subsidiary bodies, subject to the necessary funds being-available in the
relevant chapter of the approved budget of the Organization. It may include in the member-

ship of such sub-committees and ad hoc subsidiary bodies, Member Nations that are not members
of the Committee and Associate Members. Membership of intergovernmental commodity groups
established by the Committee shall be open to all Member Nations and Associate Members of

the Organization and the Council may admit to membership of such groups states which, while
not Member Nations or Associate Members of the Organization, are members of the United Natioms,
any of its Specialized Agencies or the Internmational Atomic Energy Agency.
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2. Before taking any decision inveolving expenditure in connection with the establishment of
subsidiary bodies, the Committee shall have before it a report from the Director-General on
the administrative and financial implications thereof.

3. The Committee shall determine the terms of reference of its subsidiary bodies who shall
report to the Committee. The reports of the subsidiary bodies shall be made available for
information to all members of the subsidiary bodies concerned, all Member Mations and
Assoclate Members of the Organization, nonmember states invited to the sessions of the
subsidiary bodies and to interested international organizations entitled to attend such
sessions.

Rule VIII
Suspension of Rules

The Committee may decide to suspend any of the foregoing Rules of Procedure, provided that

24 hours’ notice of the proposal for the suspension has been given and that the action
contemplated is consistent with the Constitution and the General Rules of the Organization 1/.
Such notice may be waived if no Member objects. -

Rule IX
Amendment of Rules

The Committee may, by a two-thirds majority of the votes cast, amend its Rules of Procedure,
provided that such amendment is consistent with the Constitution and the General Rules of
the Organization. No proposal for the amendment of these Rules shall be included in the
agenda of any session of the Committee unless notice thereof has been dispatched by the
Director-General to Members of the Committee at least 30 days before the opening of the
session.

1/ See footnote to Rule III, paragraph 1.
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