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1. Impact of commodity problems upon internatiunal trade (L/1329, 1/1292 and
Add.1, 1L/1318) (continued)

The CHATIRMAN invited further discussicn on this item, which had been

begun at the morning meeting.

Mr. CASTIE (New Zealand) said that his delegation were prepared to agree
that the Working Party on Commoditiss should not meet this year, although this
shrald not be taken as detracting in any way from the importance which New Zealand
attached to the guestion of commodity problems. The documents before the contracting
parties drew attention again to the unsatisfactery state of commedity trade and
reflected both the decline in the terms of trade of primary producing countries in
recent years and the effects of price fluctuetions. This situation hindered the
less-developed countriss' task of promoting economic develovment. New Zealand
was particularly concerned about agricultural protectionism in the more developed
countries, which were the natural merkets for New Zealand's meat and dailry products.
The zbandomment of tHese protsctionist policies, which adversely affected both
domestic consumption and imports, was in the long-term interzsts of 211 contracting
parties and would result in an <xpansion of tradc between the less-developed and
the industrialized countriss. TFor this reascon, special significance should be
given to the discussions in Committee II. Whiie commodity problems could bvest be
dealt with by removing the underlying causes, New Zealand also favoured the
commodity-by-commodity approach leading to worthwhile arrangements, provided these
had a balanced representation of producsr end consumer intercests.



SR.17/6
Page 58

In refercnce to regional trade arrungements, Mr. Castle said that the
commodity policies inherent in suach arrangements, and the feilure of partici-
pating countries tc move away from protectionism,was a matter which warranted
the CONTRACTING PARTIES' closest attention. Mr. Castle went on to say that,
while waiting for the final reports of Committees II and III, it would be an
important step forwerd if contracting parties would agree first, not to
increase existing levels of suppert for ferm prices and incomes and to reduce
these levels as rapidly as possible, and sccondly, to accept as an objective
that guarantee or support pricss should not, over a period, exceed the general
level of prices in internationsl markets where there was a significant volume
of trade in the commodity concerned, and to take acticn as soon as possible
to make existing practice conform with this principle. UDMr. Castle emphasized
that the expansion of internationszl trade on a multilateral u.sis would only
succeed if a solution was found to commodity problems heving their origin in
protectionist policies. Primery producing and less-developed countries needed
assurance that tariff concession would not be nullified by non-tariff protective
measures. iie would return to this point when the report of Committee II was
discussed,

Mr. OLDII (Chil:) seid that the fect thet the deficit on trace account
of the loss-developed countries haoG shown &én inprovement wes hardly & matter
for satisfaction when it wssz roslized thet tiis had resulted from a reluction
in imports by thesce countries, This situstion was in contrsdiction to the
efforts of the CONTRACTING PanrTILS to promote the expansion of trade. As
regards Chile, where the situation in regerd to copper hezd been satisfactory
in 1959 as compared with 1957 and 1958, the decline in copper prices at the
end of 1959 and early 1960 was nevertheless a metter for serious concern.
While there might be certain favourable elements in the situation, there were
unfavourable factors opersting. 1In his view, it was always bette- to take
action before a really difficult situation arcse; in many respects the efforts
to deal with problems of this sort in various internationzl bodies tended to
represent an attempt to cure rather than to foresees. Similar considerations.
applied in the case of lead which was also a commodity of importance to Chile,
kr. 0ldini went on to refer to the dangers of duplicaticn and divided compe-
tence which arose from the existence of a considerable number of international
organizations dealing with commodity problems. In this connexion he quoted
from the report of the Ulmizmen of ISCICA (L/132%) in ~which it was stated:
"confusion as to which internation:zl forum is the most appropriate for taking
gpecific action in respect of commodity problems could be an obstacle to agreed
international action'. Perhaps the GATT could take the initiative in suggesting
some better co-ordination of the work of organizations currently active in the
commodity field. IMr. 0ldini added that, since its reconstitution, the CICT
appeared to be becoming more effective; perhaps a co-operation between the
CICT and the GATT would improve this effectiveness and assist the CICT in
taking account of the precceupctions of contracting parties concerning commodity
problems. The United Nations too, which was occupying itself with these
problems, had.taken 2s a basis a line of action which reflected discussions
which had taken place in the GATT. Mr. 0ldini went on to repeat the need to
ensure a proper division of responsibility in this field. Jor example, the iield
of action of the INMI was not thet of the CICT, and the competence of the
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CICT differed from thet of the GATT. In commenting on the United Netions
Resolution regerding the establishment of a group of experts, with particular
reference to the question of compensatory financing, Mr. 01dini said that

this alsc reflected the preoccupations of contracting parties. It was to be
hoped that it would be possible for the GATT to follow the work of the group
of experts very closely. In conclusion, Mr. 0ldini said he hoped the decision
that the Working Party on Commodities would not meet this year would not
constitute a precedsnt and that the Working Party would zlways meet in future
years.

Mr. RIZs (Pekistan) said that Fakistan, whose interest in the cuestion
of the disposal of primery comwiodities and in world market trends was well
known was, like other contracting parties, concerned that primary commodity
prices had not reacted to the recent resurgence of economic activity in the
industrial countries. Fakisten's terms of trade in commodities of intercst
to it had generally not improved and, in some cascs, had tended to worssa.
Cotton prices continued to depend on the policiesof the largest cotton producers.
His deleg.cion hoped it would be possible to come to some arrcn.oments whereby
a reasonable end stavle return wes assured to producer on & long-term basis, s0
as to fecilitate develcirient plennin, over a number of ,2ars.

Ir. Riza said thst his Govermment had been very concerned about the recent
rise in raw jute prices which, enguiries showed, was moinly based on trade fore-
casts of a short crop. This year no licensing restrictions were imposed by his
Government on jute acreage. Furthermore, the Government sought to counteract the
failure of pre-monsoon rains by removing the ban on growing jute in border areas
and stnplying ssed and fertilizer. While these measures hed reassured buyers
in May of the Government's determination to ensure adequate supplies of jute at
reasonable prices, and while acreage increased by about 10 per cent compared with
last year's figure, the first official forecast for the crop was 5.6 million
bales, although this figure might increase. However, the fact that the carry-
over stocks were only 0.23 million bales, wznd the comparetively slow pace of
arrivals of raw jute, contributed tc a bullish tendency in the market. The
Government had very carefully considered what steps to take to meet this situ-
ation. Inter alia, administrative measures were being taken to encourage the
farmer to releasc his stocks at a faster vace. As regards complaints that some
middlemen, taking advantage of the rising prices, had becn resorting to the
practice of artificially increasing the moisture in jute before sale, IMr. Riza
said his Govermment wished it to be lmown thuu 1t had given a warning of stringent
acticn in such cases end had rrovided for more severe penalties. It wes hoped
that all buyers would co-opercie by refusing to purchase stocks suspected of
having been trsated in this menner. Mr. Riza went on to say that, as the con-
sensus of opinion in jute circles, both foreign and domestic, wns against the
adoption of a guota system to regulate supplies of jute to buying countries, it
had bteen decided not to interfere with the estublished channels of trade in jute.
The Pakistan Government hoped, however, that buyers would so regnlate their
purchases es not to lend support to bullish trends in the mirket. .us repards the
difficulty which shippsrs hed becn expsriencing in obtaining jute to fulfil
comuitments already medaz, the Pekisten Government had decided that reasonable
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extensions would be given if requected. Thig fecility would uot, of course,
be available in respect of fresh commituments.

In conclusicn . Rizs seid his delegation agreed that the best way of
tackling the question ¢f commodity problems was the commedity-by-commodity
approach. The GATT was already considering, in Committees II and III, the
question of the removal of btarriers such as quantitative restrictions, high
tariffs and internal fiscal charges. Mr. Riza emphasized the need to secure
substantial reseults from the work of these Committees.
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‘Mr, ADAIR (United States) said that the statements which had already been
made indicated the concern of governments with the special difficulties of
cormodity trade, including the problem of market instability., They also bore
evidence of the increasingly broad perspective in which these problems were
being viewed and the broad many-pronged approach to them which was now being
followed. Thus, account was taken today of the desire for larger, as well
as nore stable markets for primary exporting countries. The GaIT had assumed
a vitally important responsibility in connexion with thls problem of trade
eXpansion.

Mr, .dair went on to say that another problem distinguishable from the
problem of short—term fluctuations in market prices had been brought into
prominence by the behaviour of commodity prices in the recent past. This
problem was the basic or structural imbalance between supply and effective
demand which had developed in many commodities. such as the grains, beverages
and fuels, and which tended to exert a persistently depressing influence on
prices, The decline in commodity prices during the 1957-58 recession appeared
to have been agsravated by this underlying factor, just as the recovery of
commodity prices as a whole since that period had been retarded by it. The
CICT had announced that it intended to give special attention to this problem
of imbalance at its next session, in addition to considering various subjects
bearing upon the matter of prlce instability as deseribed in document 1/1292/Add.l.
He would suggest that the G.TT too was tackling this problem of imbalance
through its trade expansion programmee The over-expansion of supply had
derived in many cases from government price suppert policies, such as were
under study in Committee II. The possibilities for absorbing surplus supplies
through normal commercial trade, was the general subject under study in
Committee III., The existence of arrangements designed to prevent excessive
fluctuations in market prices did not dispose of the efforts to bring supply
and demand into better balance where a severe imbalance had developed, as in
the case of wheat and sugar, In conclusion, Mr, iAdair said that, overall,
countries had come through the recent period of market imstability with
perhaps less damage than ever before, due in part to the national and
international reserves on which they could draw, in part to the growing
diversification of the export carnings, The extent of international activity
on the Tull range of commodity problems gave reason for hope that the future
would show still further progress.

Mr, TAUZWR (Czeskoslovakia) expressed the disappointment of his delegation
that the Working FParty on Commodities would not meet this year. Despite the
fact that cormodity problems were occupying the attention of other organizations,

such as the ECOSOC and the CICT, they were of such importance and topicality
that the CONTRACTING F.RTIES should always have them under serious examination.
Further, there was the fact that the practical results of all the international
discussion snd study were fairly modest; the CICT for example, while having
"a fairly big study programae, had a long way to go before these studies would
have practical application. In reference to the CICT!s proposed study of
conpensatory financing, Mr, T« ~ said that his delegation cons:.dered it
necessary, in secking to achwve the practical execution of measures of this
sort, to have recourse to measures other than those of the IMF within the
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framework of its existing principles and methods. The ICCICA,on the other
hand, was largely directed towards registering the effects of commodity
agreements; while not wishingto under~estimate the scope of such agreements,
it should be recognized that their effectiveness was necessarily short-term and
they only dealt with individual products, Further, as regards the relative
influence of producer and consumer countries in these agreements, the question
of economic superiority was in fact the decisive factor.

‘ Continuing, r. Toufey,in reference to ICCICA's last annual review,
underlined the. negative effects of certain regional groupings on international
cormodity trade. The establishment of the EEC and the O0ECD, for example, would

have the effect of strengthening the position of the countries which were
riembers of these groups, while the groups themselves would, as a result, play
a negative role in the attempts being made to stabilize commodity prices.
Many European couptries had also experienced the effect of groupings of this
sort, for example in connexion with the joint pricing policy of the European
Coal and -Steel Commnity. ¥Mr. Taufer sStressed that the economic evolution of
the less-developed countries had been adversely conditioned in the past by
considerations of economic and political subordination, which had resulted in
these countries being mainly exporters of primary commodities., He went on to
quote statistics from the report of the CICT on its eighth session

(2/3383, page 6) to indicate the extent to which the evolution of the price
index for primary products and manufactures had been to the disadvantage

of the less-developed countries, From the statistics it could be calculated
that, in 1959, these countries had to export 12 per cent more primary cormodities
than in 1953 in order to cover the importation of the same quantity of manu-—
factures; if the base vear were taken as 1950 the situation would be even
worse. Continuing, Mr.Teufer referred to page 18 of the CICT report which
stated that the effects of the industrial decline on the export trade of the
less-developed countries had been reflected in commrodity price falls whereas
the improvement in industrial activity resulted essentially in an increase in
the quantum of exports of the less-develcped countries. The reduction in the
trade deficit of the less—-developed countries in 1959 was essentially due to
a reduction in their imports, with consequential adverse effects on the
industrial development of these countries,

In conclusion, Mr,Taufer- said that the facts and statistics he had quoted
confirmed his delegation'!s view that the position of the less-devcloped
countries in world trade deteriorated year by year, despite all the consideration
and study that had been given to this question. In the light of this situation,
the claims of the less—developed countries, as set out in document w.17/13,
were justified and were a minimum requiremecnt. His delegation were convinced
that it was only through systematic and energetic industrialization that the
less~developed countries could achieve a rapid and diversified development.
Czechoslovakia was convinced of this view and its economic contacts with the
less~developed countries had the object of enabling them to realize this aim.

Mr. GRANDY (Canade) said that his delegation were prepared to agree that
the Working Party on Commoditics should not meet during the present session.
This should not constitute a precedent, however, in view of the acceptance of
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the fact that the CONTr.CTING ZaiRTInS were fully competent to deal with the
guestion of commodity problems and talting account both of the realistic .
approach of the CONTRACTING PARTTES to these problems and the progress that
had been made, In this connexion, he considered that the proposals in
paragraph 11 of the report (L/1329) of the Chairman of ICCICA regarding the
role of the CONTRACTING PiRTIES in thig field were vory valuable and anppropriate,
He would, however, have given sub-paragraph (b) in paragraph 11 of the rerport
priority over sub-paragraph (a) as, in the view of the Canadian delegation,
protectionsim was fundamentally more detrimental to the interests of primary
cxporting countries than the lack of comodity agreemcnts. The attack on
protectionism should thercfore be the main objective, although there did, of
course, remain a very useful role for both cormodity agreements and study
groups; in the latter connexion, his delegation would endorse the last
sentence in document L/1329 , where continuous support was urged for the
existing machinery whereby agreemcnts were negotiated at conferences with the
full participation of both producing and consuming countries,

Mr, MENASE (Yugoslavia) stressed the importance of commodity problems,
particularly for the less~developed countries, and said his delegation well
understood the problems which arose for these countries from the instability
of commodity prices snd the restrictive import policies of the industrialized
countrics, Yugoslavia was also in the process of economic development and
a considerable proportion of its exports comsisted of primary cormodities
and, in particular, of agricultural products. His delegation supported ths
view that the GATT shculd constantly concern itsclf with these problems; the
Chairmzen of ICCICA had pointed out in his report the lines of action which the

~CONTRACTING PARTIES could test follow, '

The EXECUTIVE SECRET.RY referred to certain points which had arisen
during the discussion, In connexion with the question of the better com
ordination of the work of the various internatiomal bodies active in this
field, he said that the establishment of the Sub-~Committee on Commodity
Problems of the Administrative Committee-on Co-ordination bad led to a
considerable improvement in practical co-~operation between the international
secretariats concerned. 4s regards the CICT, it had not been possible to .
participate as actively or regularly in the work of the Commission as much
as he would have wished, because of limited resources, but he hoped that
this would be rectified as a result of the budgetary decisions being taken
at this session; he would in any case take steps to have the record of the
prescnt discussion brought to the attention of the Commission, The Executive
"Secretary went on to say that the co~operation of govermnments was also
necessary in this matter, He had, for exemple, noticed in the past that
questions with practical trade implications had been put to the CICT which
‘could more appropriately have been dealt with by the CONLR:CTING PAaRTIES;
in this comnexion he would again emphasize the availability and usefulness.
of the GATT consultation procedures. The Executive Secretary then drew attention
to document L/1318, which contained a memorandum from the International
Chambor of Commerce on obstacles to the operation of futures markets and
proposed that the memorandum should be referred to the next meeting of the
Working Party on Commodities, In roeference to the Working Party, the
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&xscutive Seeretary said that the fact that it was not meeting this session
Rad, in a way, focussed attention on its importance, It would be recalled
that, following the Working Party's meeting and the plenary discussion at

the fifteenth session, the CONTRACTING PARTIES expressed their views,

inter alia, on the-importence of direceting international financial resources
towards helping the primary productng countries during periods of balance~
of-payments difficulties; it was a cause for satisfaction that this question
was being taken up so actively in the other international bodies with
particular responsibilities in this field.

The CHALRMAN, at the conclusion of the discussion proposed that the
Council should be given the task of making arrangements for the next meeting
of the Working Party on Commodities whiich would be held in 1961.

This was agreed,
2. Disposal of commodity surpluses (L/1291, L/1360)

The CHAIRMaN recalled that annuelly, for the past six years, the CONTRACTING
PARTIES had discussed developments in the disposal of commodity surpluses in the
light of the Resolution of 4 March 1955. The secretariat had distrivuted in
document L/1291 a note on the activities of the Food and Agriculture Orgenizas
tion in the fileld of surplus disposel. The secretariat had also made availedle,
in document L/1351, the text of a Resolution adopted recently by the General
s8sembly of the United Nations dealing with the distribution of food surpluses.

Mr. D!4MICO (Food and igriculture Organizetion) referred to the Resolution
recently adopted by the United Nations! General issembly relating to the dise
trivution of food surpluses, the text of which had been distridbuted to
contracting partics by the GuTT secretariat (L/1351). Having outlined the
main features of the Resolution and the part which the FAO had been invited
to play in its implementetion, Mr. dtimico went on to say that the deelsions
taken by the UN General assembly were of outstanding importance to the FAO,
They had already been considered by the FAO Council, and the desisions teken
by the Council aimed at ensuring speedy and adequate study of the propecsals,
both at the technical and inter-governmental level. Mr. 8'imico sald theat,
both as regerds the promotion of studies at the technicael lsevel and the cone
sultations requested by the Resolution, the Directore-Genersl was authorized
%o take such action as was reguired. 4is for the comsideration of the matter
at inter-govermmentel level, the FAO Council had decided to make the maximm
use of the eostablished FAO machinery. The Council had set up an intere

govermmental advisory camittee of FAO member nations to advige the Dizecteye’
Ganoral on the treparation of the report to the Heonanic and Social Coundil, .
This advisory cammittee would work within the fremework o CCP and, in partie
euler, would maintain liaison with the CCP Sub-Committee on Surplus Disposal.

The report of the advisory committee would be considered by the CCP before it
was submitted to the ECOSOC, if necessary at & specially called emergeney
gsegsion. Should issues of high policy arise, the Director-General was authorized
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to convene on emergency session of the FAO Council. Steps were being taken to
implement the UN and the Fs0 Council!s instructions. In conclusion, Mr. dlamico
said that Fa0 would keep the GalT secretariat informed of developments within
the Fa0 on this and on other activities concerning surplus disposal, so that
these could be breought to the attention of coatracting parties.

Mr. BECKER (United States) said that he wished to draw attention to three
features of the United States report (L/1360). The first of these was the
inclusion of a table showing the countries to which sales for local currencies,
under Title I of PL.480 had been made. His delegstion had pointed out in the

past that, over the ysars, these sales had been increasingly concentrated upon
countries in process of development or in balance-of-payments difficulties,
this being one way in which the United States sought to ensure that its disposals
contributed to additional consumption, and did not displace normal commsrcial
trade- The table annexed to the report gave the evidence on this point.
Secondly, he would draw attention to the discussion in the report of the agree—
ment concluded this year with India, which would finance the purchase over a
four~year period of 16 million tons of wheat and one million tons of rice.
This was the first agreement under Title I of PL.480 specifically designed to
helv a country establish substantial food reservess One fourth of the wheat
and all of the rice programmed under the agreement would be available for this
purpose, providing India with 147 million bushels of wheat and 22 million bags
of rice over the four-year period for the building cof a reserve. OFf the
$1,276 million in rupees paid by India for the wheat and rice received under
the agreement and for ocean tramsport costs, $1,075 million would be made
available to the Indian Government foxr econcmic development projects. In
developing this programme, the United States had consulted closely and fully
with other major expcrters of the products concerned. The Indian isgreement
was the prime example to date of the progress that had been made in evolving
procedurss for surplus disposal that contributed to economic development and
had & minimum impact upon normal commercial trade. Mr. B.K. Nehru, speaking
tc the General assembly of the United Nations, had recently stated that had
the grain received from the United States and Cansda on special terms not been
available, his country could not have afforded to purchase from abroad Yone
ounce more grain', in their foreilgn exchange situation.

Mr. Becker then drew attention to what the Unlted States had reported on
the steps recently taken towards developing a system for directing existing
food surpluses to areas of -need through the United Nations system. These had
been set in motion by President Eisenhower!s announcement to the Geperal Assembly
that the United States was ready to join with other countries in developing a
system of this sCrt, relying JUpon the advice and assistance of the FAO. The
representative of the FaAO hed just outlined the main features of the Resolution
on this subject recently adopted by the United Nations General issembly and the
text of the ResOlution had been circulated to contracting parties by the GATT
seeretariat (L/1351). Mr. Becker went on t0 say that the United States would
not have supported this initiative had it not felt that,, with the experience
geined under its PL.480 programme and the Food-for-Peace progremme, governments
were now at a stage when such a co-operative venture within the United Nations
should be feasible and should be able both t0 increase the utilization of
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existing food surpluses for economic development and to strengthen present
safeguards for the commercial interests of agricultural exporting countries,

with which the CONIRnCTING PA~RTIES were particularly concerned.

Mr. Becker then said that his delegation had decided to submit the United
States! report in written form this year because of their conviction that it
had ceased to be an efficient use of the CONTR4CTING P4RTIES! time t0 handle
the surplus disposal item under the procedure followed over the past five years.
The frank exchange of views in plenary discussions during the early years of
the Resolution of 4 March 1955 had been very useful but, in part as a result
of these discussions in GaIT, a substantial network of consultative arrangements,
both multilateral and bilateral, had now grown up cutside the G.TT and it was
through these other channels, which operated on a more or less continuous basis,
that the United States became acquainted with any new concerns of other countries
regarding its programmes and they with the objectives and techniques of United
States disposal programmes. Unless the focus of the debates in GATT was
broadened to take in the regulexr or occasional foreign surplus disposal activi-
ties.of other contracting parties, the practical value in continuing the annual
review of experience under the surplus disposel Resolution on the present basis
was not, in the view of the United States delegation, sufficient to justify
the time the CONTRACTING PaRTIES now devoted to it, given the need to lighten
their agenda. On the other hand, the United States delegation would not con-
sider it advisable or iiksly +¢ be in accord with the wishes of the contracting
y2rties to0 eliminate this item altogether from the GATTis programme of work.

Mr, Becker said it would seem preferable t0 his delegation t0 have the Council
eaeh year discuss recent developments in the surplus disposal field and deter~
mine whether there was need for further discussion of this item by the CON-
TRACTING PARTIES. 4s his delegation visualized the procadure,. contracting
parties engaging in surplus disposals would be invited to submit written reports
to the Counecil on such disposels and on the procedures used in connexfon with
them, as the United States had done this year. On the basis of these and other
relevant reports, and in the light of any specific request from interssted
governments, the Couneil would then decide whether to recommend inelusion of
the item on the agenda £Or the next meeting of the CONTRLCTING PiRTIES.

Another possibility might be to agree now that the item should not be carried
over automatieally from year to year, but that it would be taken up again
whenever a specific request that this be done was mede by an interested con-
trecting party. The United States delegation would regard the first of the

two proposals he had made as the better arrangemente.

My. WADSWORTH (Rhodesia end Nyasaland) said that his delegation was
pleased to0 note that, in respect of foodstuffs, the United States authorities
had been able to dispose of some of their surplus commodities, greatly to the
benefit of other eountries which needed these foodstuffs badly, and in agreement,
after consultation, with all the other producing countries concerned. There was,
Mr. Wadsworth continued, the other side of the coin however. The Covernment of
the Federation had always regarded the surplus disposal activities of the United
States authorities under PL.480 with grave concern. Many of the deals conciuded
had, in its opinion, seriously prejudieed the Federation'!s present and potential
position in several important tobaeco importing countries; this opinion was
being steadily supported by a growing and substantial body of evidence.
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Since the present session began, Mr. Wadsworth went on, his delegation
had been advised of a new agreement of an even more alarming nature than its
forerunners. This was an agreement with France, a country with which the
United States could claim little in the way of currency complications, and
consisted of a deal in respect of whick no currency or indeed other acceptadble
justification existed, despite the positive statement in document I1/1360 that
all deals were with countries with limited foreign exchange resources. According
to information received from the United States delegation, this arrangement,
concluded on /4 November 1960, provided for the supply to the French Monopoly
of $2%-million worth of flue-cured virginian and other light tobaccos, and for
much of the monies involved in the transection to be applied to research into
the promotion of the consumption in France of these particular types of tobacco.
Mr. Wadsworth said his delegation felt strongly about this agreement. Only
one brand of tobacco included any meterial contemt of the types of tobacco
concerned. The new "Royale" contained a good deal of American light tobaccos
and the transsction came very close to direct market promotion, if not dls-
ruption. The acticns of the United States authorities hardly reflected United
States utterances in the field of international trade, particularly in relation
t0 the interests of the less-developed countries. Neither, insofar as the
Federation was concerned, was the United States Govermment complying in any
way with the Resclution of 4 March 1955 on the disposal of surpluses. Mr.
Wadsworth went on to quote fhe following passage from the third paragraph of
page 2 of document L/1360: "It was pointed out that procedures for bilateral
consultations on proposed Title I transactions had been evolved along lines
which protect the United States! need for freedom of action, yet also meet
the desires of other exporters for advance information on proposed sales and
for an opportunity to commernt on them; that these consultations are supple-
mented in the case of particularly significant commodities by regular con-
sultations with other exporters, on & bilateral or multilateral basis.®

The Federsl delegation found this assertion about advance information
and consultations with other exporters astonishing, although they had noted
from the statement just made that it appeared to be true in the case of some
commodities. Mr. Wadsworth went on to say that tobacco was of particular
significance to the Federation. Yet, despite repeated indications in the GATT,
the FA0 and directly to responsible United States officials on a large number
of occasions of the Federal Govermnment's dezp concern in this matter, togethsr
with formal approaches in Washington, and in spite of tobacco deals smounting
over the last five years to 255 million pounds in weight or $181 million in
value, the United States had at no time scen fit t0 consult the Federation
either before or after any transactions under this law or any othar programme
involving tobacco; all this notwithstanding whet is called in document L/1360
a comprehensive framework for prior consultaticn. So long as these conditions
prevciled, Mr. Wadsworth concluded, his delegation would resist any attempts
to have this item removed from the agenda.

Mr. GRaNDY (Cznada) said that Canada had a major interest in this question,
and had participated actively in the work of the intermational organizations
dealing with the problems involved. Hig delegetion was inclined t0 agree with
the United Stetes representative about the present effcctiveness of the
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consideration of this item by the CONTRa&CTING PaRTIES and would be willing to

eXamine possible new procedures t0 make this consideration more effective.

In recent months, some important steps regerding surplus disposals had been
taken in various bodies. ILast July the Wheat Utilization Committee appointed
a Working Perty to look into the question of credit sales, with a view to
providing guidance or how to avoid disturbance of normal commercial markets.

On a number 05 recent occasions, the Canadian Prime Minister had put forward
proposals for a World Food Bank on somewhat similar lines to the United States
proposal, and these were reflected in the United Nations General assembly
Resolution, the text of which had been distributed in document L/1351. Canada
was one of the sponsors of this Resolution. Moreover, the FAO Consultative
Sub-Oommittee on Surplus Disposal continued to be an active and valued agency.
However, while agreeing that some change in procedure for the CONTRACTING
PARTIES! discussion of the surplus disposal item was warranted, his delegation
would not like to 8ee the item removed from the agenda until there w=s a better
indication of the activities of other bodies considering the gquestion, and
especially until there was a clear indication of the activities that might
arise out of the United Nations! Resolution. They would agree, as the United
States! representative had suggested, to refer the item to the Council and

for the Couacil to determine each year whethcr developments justified ineluding
the item on the agenda of the CONIRACTING PARTIES. They had some doubts,
however, about the written reports which the United States representative
suggested should be submitted to the Couneil. In conclusion, Mr. Grandy
referred to the statement made by the reopresentative of Rhodesia and Nyasaland.
If the facts were as had been stated, this would represent a serious development,
and it was clear that there must be adequate procedures to ensure that con-
trecting parties were able to bring forward their concerns to the CONTRaCTING
PARTIES, if situations of the kind described arose.

Mr. C4STLE (New Zealand) said thet New Zealand had consistently maintained
that, as long as governments were reluctant to adjust their national pricing
policies, the problem of agricultural surpluscs was likely to remain difficult
to deal with. He went on to say that United States surplus transactions con-
tinued to hinder New Zealand's efforts to develop new markets for dairy
products although, he would agree, the United States had conformed with its
undertakings regarding prior consultation insofar as those products were
ecncerned. Mr. Castle added however, that it was clearly desirable that the
procedure regarding prior consultation should apply to all products invblved
in surplus disposal transactions such as, for example, tobacco, to which
reference had been made in the discussion.

Mr. Castle went on to refer toc the disturbing inTiuence of subsidized
exports from several European countries on world markets for dairy products
and the need for the interests of traditional exporters to be safeguarded.

In this connexion his delegeation were glad to0 note the recent Resolution of
an OEEC Committee regarding butter disposals and the recent action of the
Netherlands in raising the fat content of liquid milk. Mr. Castle said New
Zealand recognized, provided that the measures taken did not disrupt world
trade, that countries were entitled tc maintain or improve the economic status
of farmers. Occasional egricultural surpluses were also inevitable, but there
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was a difference between these and large surpluses resulting from deliberate
pricing policies. Mr. Castle sald that, as far as possible, surpluses should
be disposed of intermally through measures t0 increase consumption; this
could be done in the cese of dairy products. Where surpluses had to be
disposed ¢of externally, the government concerned should consult with the FAO
Consultative Sub-Committee on Surplus Disposale

In reference tc the United Statos! proposal regerding procedures for

" the future consideration of this item by the CONTRACTING PARTIES, Mr. Castle
said that New Zealand had always considered the item to be an important one.
His delegetion could agree, however, that the item shouid be considered each
year by the Council on the basis of written reports by the United States and
other contrecting parties concerned, and that the Council should decide whether
the item should appear on the agenda of the CCONTRuCTING PaARTIES. They could
not agree to the alternative proposal of the United States that the item should
only be taken up by the CONTR.LCTING FARTIES if a contrecting party so requested.
Having referred to the desirability of aveiding duplication of the work of
other intermetional organizations, t¢ the use which should be made of informa-
tion which might be available in those organizations, and the possible need
for some change in the form and content of the paper (L/1291) distributed by
the secretariat in future years, Mr. Castle suggested that the Council should
recommend to the CUNTRACTING P4RTIES the scope of the reporting which should

be requested from the contracting partiss concermed.

Mr. PHILLIPS (Austrelia) stressed the continuing importance of this item
and its increasing significance for the CONTRACTING PARTIES. In reference to
the Resojuticncf the United Nations General Assembly, the text of which had
been distributed by the secretariat in document I1/1351, Mr. Phillips said that
the objectives of the Resolution would have the support of everyone. It was
important to note, howgver, that the Resoclution stressed the need for action
to proceed with adequate safeguards and measures to prevent the dumping of
agricultural products on intermational markets. It elso stressed the need to
avold adverse effects on the intercupts of those countries whose export earnings
depended meainly on the export of food commodities. This demonstrated that the
Resolution adopted by the CONTRACTING PARTIES on 4 March 1955 continued to be
very relevant to the position today. This did not mean to say, Mr. Phillips
continued, thaat his delegation felt thst the present procedure for the con-
sideration of this questicn by the CONTRaCTING PARTIES had to remain unchanged.
His delegation could support the United States proposal that this item should
initially be discussed by the Council which would decide whether it should
appear on the agenda of the CONTRACTING PaRTTES. His delegation had some
doubtes, however, about the United States suggestion regarding reporting although
they appreciated, of course, that the surplus problem was not confined to the
United States; in this connexion Mr. Fhillips stressed Austrelia's concern
about the protective agricultural policies of some countries and their effects on
the interests of traditional agricultural exporters. Mr. Phillips said that
his Government recognized the responsible attitude adopted by the United States
in the disposal of agricultural surpluses of interest to Australia and were
glad to say that the consultation procedures were operating smocothly as far as
Australia was concerned. It was with quite some concern, however, that his
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delegation had noted the experience in this connexion of the Government of the
Federation of Rhodesia and Nyasaland. In conclusion, Mr. Phillips said that
Australia welcomed the establishment of the Wheat Utilization Committee and
-consldered thet 1t had mede an important contribution to the consultation pro-
cedures and to the study of satisfactory solutions to the surpluses problem

Mr. XYDIS (Greece), having quoted figures to indicate the value of United
States surplus commodities received by Greece, said that this form of aid both
helped Greece in making up deficlencies in its own agricultural production and
provided finance for its development programmes. The assistance thus given
helped the United States to accomodate its own domestic requirements and facili-
tated the task of the lesser developed countries in promoting their economic
development. Having referred to paragraph 9 of the United Nations Resolution
described by the representative of FAQ, Mr. Xydis said that, in considering the
question of the disposal of surpluses, a distinction should be drawn between the
less~developed countries and those only experiencing temporary balance-of-
payments difficulties, This was a matter which &ither the CONTRACTING PaRTI:ZS
or the Couneil might examine.

Mr. HARTOGH (MNetherlends) said that the continuation of the problem of
agricultural surpluses was attributable both to the growth in asgricultural
production under the influence of technological progress and to national
agricultursl policies which stimulated production, His delegeation were grati-
fied that, over the past few years, there has been ircreasing internetional
attention to this problem, while most FAO member countries adhered to the FAO
prineiples of surplus disposal., It was also a matter for satisfaction that
consultation proeedures in connexion with surplus disposals had reduced the
adverse effects of non-commercial transactions on the interests of traditional
exporting countries., The fact that there was now a United Nations Resolution on
this subject should not detract attention from the primary need for countries
+to restore the balance between production and effective demand through appro-
priate long~term policy measures. In conelusion, Mr., Hartogh said that his
delegation could support the United States proposal that this item should be
discussed by the Council on the basis of reports submitted by contracting
parties on their surplus disposals activities; during the Council?s discussicns
note might be taken of the reporis to the CCP of the Consultetive Sub-Cemmittes

on Commodity Problems.

Mr, RANGANATHAN (India) said that the safeguards provided by the consul-
tations procedures had become more and more satisfactory over the years,
although one still heard adverse comments on surplus disposals as such. In
reference to the Public Law 480, Title I, transaction between India and the
United Stetes in May 1960, Mr. Rengansthan pointed out that the gquantities
s0ld under special terms were additional to Indiats normal acquisitions on
comercial terms, Because of India's foreign exchange difficulties, and were
it not for the efficacy of the consultations procedures and the availability"
Qf these additional supplies, India might feel obliged not to make any commercial
purchases at all, in spite of food shortages. If there were such shortages,
this would, inter alia, lead to a considersvle rise in the domestic price of
foodstuffs, which would thrzaten economic stability irn view of bthe fact that food
prices were still an importznt element in living costs and had a considerabls
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influence on other prices, Dir, Ranganathan, having described the purposes
to which the 17 million tons of food involved in the transaction with the
United States would be put, preised the United States! initiative., He also
expressed Indiats gratitude for loans and gifts from surplus stocks received
from Canada from time to time,

Mr. Ranganathan went on to say that his delegation were sure that the
consultations procedures already in existence, as well as those envisaged in
the recent United NationgRusolution, would be adequate to safeguard the
interests of those countries whose foreign exchange earnings were derived
substantially from the export of food commodities. There had to be a
balance betwsen the needs of the less-developed countries and the interests
of commercial exporters of foodgrains; the established procedures for con-
sultation, which were constantly being improved upon, were, in the view of his
delegation, adequate to secure this balance. In conclusion, Mr. Rangarathan
said that his delegation could accept the United States proposal that, in the
normal course of evente, the review of this gquestion sheuld in futwre be left
to the Counecil.

Mr. RIZA (Pakistan) seid that Pekistan was interested in the disposal
of both foocdstuffs and industrial raw materials such as cotton, Pekisten
had suffered from food deficits for some time, and, although efforts werse
being made to become self-sufficient in food, particularly wheat and rice,
Pakistan depended on sources such as the United States in order to supple-
ment existing supplies. He wished to place on reecord Pakistant'!s gratitude
for United States supplies received in the past,

However, Iir., Riza continued, his Govermment continued to be greatly
concernsd about United States cotton disposals, ' These disposals directly
affected Pakistan and were etrimental to its earnings of foreign exchange.

As long as the underlying causes of these surpluses remained, so would the
situation continue to be very disturbing, DPskistan aimed at multilateralism
in its trading relations, but the difficultiscs it sometimes met 1n the sale
of its cotton made a degree of bilateralism unavoidable, While appreciating
United States efforts to solve their surpluses problem without disturbing
normal trade patterns, his delegation were of the opinion that further efforts
were needed in the case of cotton, In conclusion, Mr. Riza said his delegation
considered that this item should continus to appear on the agenda of ths
CONTRACTING PARTIES. The United States proposal regarding reporting by

qther contracting perties which also had agrieultural surpluses for disposal
.could perhaps be examined by the Council.

Mr. THRANE (Demmark) expressed the grave concern with which the question
of the disposal of egriculturasl surpluses continued to be viewed by Demmark,
whose econcomy depended to a large extent on the export of sgricultural pro-
ducts, The Resolution of 4 March 1955 was not as gtrong as his delegation
would have wished, While it was fair ¢o say that particularly the United
States had been able to dlspose of substantial quantities of foed in an orderly
manner and to the benefit of needy peoplies, there had nevertheless been cases
when the commerc¢ial interests of Denmark had been seriously demaged; they
would have been even more seriously damaged had 3t not becn for the established
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consultation procedures, particularly in the Consultative Sub-Committee on Surplus
Disposal. Having referred to the need for solving the basic problems underlying
the accumulation of surpluses, lMr. Thrane went on to mention the recent near
breakdown in the butter market, in this ease because of surpluses in countries
other then the United States.

Mr, Thrane said his delegation could support the United States preposel for
a change in the procedure for the CONTRALCTING PaRTIES'considerstion of this
matter, provided the aim was to streamline and strengthen the procedure and not
to dowrgrade the importence of the item, and on the understanding that any cone-
tracting party could request, if it so wished, that the item be included on the
agenda of the CONTRACTING PARTIES. The statement of the representative of
Rhodesia and Nyesaland illustrated the need for there not to be & procedure which
required, for example, a majority decision in the Council before the item could be
included on the agcnda of the CONTRACTING PARTIESe In reference to the recent
United Nations Resolution, the text of whioh had been distributed by the secre-~
tariat, Mr. Thrane sald that, while welcoming the Resolution on humanitarian
grounds, Denmark would have preferred it to be stated that the assistance en-
visaged would bo ona gremt basis, so as to avoid detriment to the commercial intersss
of some countries. Having referred to the short-term emergency nature of the
measures envisaged in the Resolution, Mr. Thrane said that Demmark had voted in
favour of the Resolution on the clear understanding that paragraph 9 ruled out the
possibility of arrangements being made under the Resolution which would interfere
with the normal competitive nature of trade in the products concerned, thereby
excluding the possibility of the Resolution being used as a cover for special
assistance measures to agricultural interests in any particular couatry.

Mr. PEREIRA (Peru) said that his delegation supported the statement made by
the representative of Pakistan on the subject of cotton.

Mr. BRUNET (France) in reference to the comments made by the representative
of Rhodesia and Nyasaland on the recent Franco-Ameriosn tobacco transaction, said
that the amount involved in the transaction was very small. Moreover, the transe
action was anly one of a number which France hed signed with the United States oves
the past several years. During that time, as fer as he knew, no complaints had
been received from other producer countries about the transactions,

Mr. BECKER (United States) said that the statement of the representative of
Rhodesia and Nyesaland had taken his delegation by surprise. He would like to
look into the facts of the matter before replying, although it was his hope and
expectation that it would be possible to find a remedy satisfactory to the repre-
sentative of Rhodesia and Nyasaland. As rezaerds the proposal he had made earlier,
goncerning a change in the procedure under which the CONTRACTING PARTI®S should
diseuss the question of commodity surpluses in future, Mr. Becker said that he
appreciated that other contracting parties might need more time to study the pro-
posal. His delegation were guite prepared to accept that the proposal should be
further discussed in the Counecil.

The CHATRMAN proposed that the question of the procedure under which the
CONTRACTING PARTIES should consider the question of the Alspesal of commodity
surpluses should be referred to the Council with the request that the Couneil
should submit recommendations thereon to the CONTRACTING PARTIES.

This was agreed.
The meeting adjourned at 5 p.m.



