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REPORT OF 
F.A.O. PREPARATORY COMMISSION. ON 

WORLD FOOD PROPOSALS 

CHAPTER 1. THE BACKGROUND 

Terms of Reference 
r. The task assigned the Preparatory Commission on World Food Proposals 

was to work out specific recommendations for achieving two objectives: 
" (a) Developing and organizing- production, distribution and utilization 

of basic foods to provide diets on a health standard for the people of ~all 
countries; . . . . · . 

(b) s.tabilizing agricultural prices at levels fair to producers and consum~rs 
alike." · . _ 

These are the objectives of Sir John Boyd Orr's" Proposals for a World·F'ood 
Board"* as defined and unanimously accepted by the Conference of the Food 
and Agriculture Organization of the United Nations which met j.n Copenhagen 
in September, 1946. · 

2. The Conference considered action on these Proposals tO be a matter of 
· . urgency and accordingly set up the Preparatory Commission to carry them 

further, instructing it to meet without· delay. It was asked to consider not 
only the .Proposalls of Sir John Boyd Orr but any other relevant proposals 
and documents and to prepare_ its report as soon as possible. The Commis
sion met in :Washington on 28th October, 1946, and completed its work on 

· 24th Jan'!lary, 1946. It was organized in two main committees, one to deal 
with the problems of developing· and organizing the productiot_t, distribution 
and utilization of foods and other agricultural products (including those of 
forest and fisheries) andl the other with the problems of price stabilization and 
commodity policy. t · · 

The Setting of Our Report 
3'· • This report will appear at a time when a world shortage of food amount

ing to famine in some lands, and ration scales even more exiguous than those 
· of the late war, dominate the situation in others. At first glance, therefore, 

it may seem untimely and unreal to stress the problem of potential food 
surpluses. Nevertheless, the expansion of production capacity in agriculture 
and in industry during and since the war has been very great in certain 
countries. Unless measures are taken to expand constimption ~purchasing 
power far above the prewar levels we shall be faced in !L few. years with. the 
danger of a major slump in primary production and probably a major 
ind,Jstrial recession. _ ' 

Review of the Inter-War Years 
4· It may be salutary to begin by taking a brief glance backward. In 

many respects the situation today parallels that following the War of I9I4-I8, 
though in some ways it is more heavily charged with the potential of disaster. 
During the First World War production in industry and agriculture outside 
Europe expanded to meet war needs, and in the postwar years was utilized for 
restocking and re-equipment. When the economies of the war-damaged 
countries were restored, production outside Europe ccmtinuing at a high level 
could not find adequate markets, and surpluses ;began to accumulate. There 

*Proposals for a World Food Board, Washington, sth July 1946. 
tFor the official terms of reference and membership of the Commission and the terms of 

re~e~nce of its Committees, see the " Summary of the Report of the Preparatory Com
IIUSSlon on World ~9od Proposals " (Cmd. 7032) and the Jist of delegates in Appendix I. 
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4" 
was not sufficient purchasing power to absorb the world's output and so 
industrial activity slwnped, although a thousand million people still lacked the 
most elementary consumer goods. Agricultural output was maintained but 
the prices of farm products and the incOIIIle (Of farmers declined very 
appreciably. 

5· The world slump of 1929-32 and the disastrous price relationships 
resulting from it co1ncided with, indeed precipitated the breakdown of the 
gold standard of international markets and other arrangements on which the 
world's trade had been maintained. The pre-1914 concept of one world, 
economically speaking, had crwnbled. Each nation sought to protect its 
own position, tariffs were raised, import quotas and prohibitions were insti
tuted and currency restrictions were imposed. In the international sphere 
there wa& little realization of the fact that the old order had broken down and 
required replacement by a new system. Meanwhile producers throughout 
the world groped their way to solutions by means of international agreements. 
For lack of power and inspiration to stimulate consumption, the agreements 
too often were concerned with restricting production. 

6. IIi the middle 30's the world climbed painfully out of the depression. 
Yet even in 1937, generally regarded as a cyclical "peak,'' there were still 
millions of unemployed in industrial countries and half the people of the 
world still did not have enough food to be decently nourished. Nor had 
many of the producers, in spite of the negotiation of international producers' 
agreements covering a wide range of commodities, secured either the level or 
stability of prices which they sought. Late jn 1937 the economic system of 
the world once more turned down into a depression, averted only by the 
approach of a Second World War. The world entered the war of 1939-45 
with its economic problems unsolved. 

• Changes in World War II . 
· 7· The late war has occasioned even greater changes -in production than 

iWorld War I. In \EArrope and large parts of Asia dislocations and destruction 
have drastically redoced industrial output. Agricultural output ihas also 
declined. Lack of manpower and dmft power reduced the area of land in 
cultivation; lack of manure and fertilirer !reduced the yields per acre; lack of 
feeding-stuffs reduced livestock nrumbers and output of milk, meat and eggs. 
Reconstruction both in agrioulture and in .industry will take a considerable 
:time and at present is handicapped by shortage of materials and foreign 
exchange and iby malnutrition, ill-health, and a sense of frustration among . 
many peoples, resulting in a low productivity of laJbour. 

8. Outside the invaded areas, a'gricultural and inidustrial output increased 
during the war.· For example, in North America industrial production more 
than doobled and agricultural output increaszd iby approximately 30 per cent. 
over the prewar period. By contrast, the corresponding figures in World 
1War I were approximately 35 per cent. and 10 per cent. Also in parts of 
Latin America expansion of industrial and agricultural production took place. 
In industry the full effect of this Western Hemisphere expansion will only 
lbCcome apparent a~ con-:ersion to peacetime _Producti~ is co~pl~ted. In 
agriculture the wartime fugh levels of production are bemg mamtamed and 
in some instances increased in response to appeals to provide food for needy 
nations . 

. 9· As long as the war-expanded productive capacity is being 1\lSed to restock 
and re-equip the world, all appears to be well. 1But once the farms and 
factories of Europe 'and Asia are restored and in full production the 
problems will arise of finding marlrets for d:he augmented world output. In 
ordeJ; to avoid a, :repetition of the \disasters of the last postwar period, it is 
necessary to incr~ase consumption and purchasing power to. an extent which 



s· 
will keep the world's production capacity fully utilized and steadily e~anding. · 
It is only such a programme which can provide long-term stability of prices 
to agricultural producers and others. The :task of thls Commission is to suggeSt 
ways and means by which this expansion can ibe accomplished :insofar as 
agriculture is concerned; but it is clear il:hat agriculture m'llSt be considered 
in connection wiil:h the whole economy . . 

Nutrition and Development 
10. The problem of raising the nutritional lewls of consumers in all lands 

who 1before the war were living below an adequate health standard has been 
before us throughout 0111r deliberation~. We have considered on the one hand 
the case of those in_ economically advanced countries who were prevented by 
poverty, unemployment, and insecurity, from making their dema¢ ~ffective. 
The solution of their prob~em, on which-some nations have made great strides· 
during and since the war, lies in :the maintenance of consuming power through 
policies for full employment and social security, and through the development 
of welfare food services. On the other hand, we :haw had the much greater 
problem of increasing the food. consumption of the mass of the population m 
less developed countries. . The solution here lies in urgent and radical measures 
for raising output and tpurchasing power within these areas themselves. 
Means must 1boc foond to expand not merely a·griculture bu.t the industries 
which will be required to absorb surplus agricultural workers and to provide 
the goods il:o pay for imports. · 

II. The underdeveloped countries cannot accomplish this unaided.· They 
need raw materials, machinery, machine tools, construction and transportation 
equipment. They need the assistance of technical experts. Some of them 
need food. For some time to come most of them will not be in a position 
to pay for all they. need to import. Hence they aAso require financial aid, 
probably on a substantial scale. This would be an ·occasion for international 
investment and would offer new markets to industrial countries. The judicious 
development of productive capacity would enable underdeveloped cotmtries 
later to export goods in payment for their increased imports. Moreov~r the 
advanced countries will stand in need of such new market opportunities. 
For whi:le they can find· some outlet for .their increasing production of consumer 
goods in a rising standard of living for the workers of their own 'and other 
advanced countries, in 1the long run the prospects of. maintaini:ng adequate 
demand for the still growing industrial capacity of the world depend on new, 
expanding and effective markets in the less developed areas. 

'I2. This is partioularly'truoc in the field of capital development :which was 
the mainstay of the nineteenth century industrial system. In· the nineteenth 
century, industry in the advanced countries maintained itself by eapital 
development at home and abroad as economic frontiers were pushed still 
further across new continents and as the growth of population at home pro
vided a continually rising consumer demand. During this century the greatest 
advance in history in standards of living and human well-'being was achieved. 
In the twentieth century the field for the opening up of new areas is more 
restricted and, at least in the advanced· countries, the growth of :population 
has slowed down almost to a standstill. It is generally agreed that the 
twentieth century must witness the development of hitherto less industrialized 
areas and the improvement of living standards by utilizing the vastly superior 
techniques of production and the great advances in scientific kn<;>wledge. 

13. But the twentieth century problem is more difficull . Dewlopment in 
the nineteenth century took the form of opening up the food and raw material 
resources of new •. and in th~ ma:in spa~sel¥ populated, countries to supply 
the needs of a mp1dly expandmg population m the European countries. . These 
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resources then provided the means by. which the new countries could pay for 

. their imports from the old. In the twentieth century the resources must be 
developed primarily to build 1llP desiraJble economies within heavily populated 
countries. Consequently, it rwill be very difficult to develop means of inter
national payment. . The solution of this problem so far as industry is con
cerned has not .been withln the terms of reference of our Commission, but 
we felt that the proposals we have made for agrioultural development will 
~ an important contrib:ution to the wider problem. 

Need for International Cooperation 
14. to achiev~ the kind of economic expansion we envisage :in this ·Report, 

it will be necessary to ensure the maximum international cooperation and 
consultation. First,' no one nation could undertake the task of agricultural 

· and industrial development. over such great areas of the earth, even if that 
were desirable. It can be done only by a combined use of material resources 
as well as of knowledge and technical skills. . Secondly, the age of great new· 
colonial developments by single nations is past. Most important of all, for 
several reasons and particularly, in the last few years, to mobilize national 
resources for war, governments ihave increasingly taken over ;responsibility 
for the direction of economic affairs. Today, the difficulty of obtaining 
foreign exchange in many cOILiltries is likely to extend the period of state 
control over international trading as well as international capital movements. 
Some governments license importers or exporters, and in a considerable 
number of cases the government itself takes over the foreign trade in important 
products. 

15. In the domain of agriculture many governments have undertaken to 
support farm prices or incomes fur :two or more ~ars ahead and in some 
countries they are committed to specific production plans. To fulfil these 
pledges, they endeavour to keep agriculture insulated! from the outside world 
by means of import duties, export subsidlies, and other similar measures. 
In consequence, there are today large differences between the prices in 
different countries for certain staples such as wheat and S'lllgar. For several 
staple foodstuffs there is no price freely arrived at on the world market, but 
rather a series of prices! Legatiated between two or more governments. 
Government intervention in :international trade to regulate or negotiate terms 
and conditions of exchange must now be recognized as a feature of the world's 
economy. 

16. Suoh developments have taken place for obvious reasons. The dangers 
inherent in them are equally evident both because of the dislocations inherited 
from :two World Wars and because in the ver}r process of constructing a· 
new world economy and of developing the hitherto backward areas, there 
will be many opportunities of friction and many potential conflicts of interests. 
Old channels of trade will be diverted or even closed. Unless provision is 

· made for full and frequent consultation among .governments ·on specific . 
economic problems, the chances of steering a successful course amidst all 
these difficulties will be slender. 

17. The peoples are therefore confronted with two necessiti~first, ecooomic 
expansion, and secondly, the organization of that expansion through coopera
tion between governments. In all tihe discussions of this Preparatory Com
mission we have been aware of the paramount importance of the objective 
of economic expansion and we have been impressedi with the growing need 
for even more consultation between governments than is provided for under 
the United· Nations agencies already brought into existence and for greater 
coordination between. these agencies. We are mindful of the fact that much 
is now being done to. eliminate the trade restrictions and other causes that 
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led to the disastrous conditions of ;the interwar period,' and we are hopeful 
that this will lead to an increase in trade, to full employment and· to an 
expanding economy, all of whioh are essential. to the welfare of the peoples 
of the world. We are agreed, however,. that notwithstanding ap. that may be 
achieved in this respect the need for consulta-tion and agreement among_ 
nations on :IIll:IJilY matters relating to food and agriculture will continue.· In 
particular, we believe that in respect of certain basic commodities that en~er 
world trade, conditions will arise that will make intergovernmental consulta-
tion and agreement inevitable. · ' 

Conclusions • 
18. It may be useful in conclusion ;to relate the principles whioh have 

emerged in this Chapter to the objectives of policy agreed upon at Copen- . 
hagen: · · 

First, in order to obtain diets on health standards for all people, there 
needs to be a great and more orderly expansion of agricultural output. 
Agricultural production can be expanded· only if consumption is certain 
to be expanded too. Otherwise the expanded production merely results 
in a burdensome surplus; -depressing prices far below any level which 
could be described as fair ·to producers and consumers alike. 

Secondly, as long as undlemourished people exist, esSential foOd that 
could ,be made available for human consumption should never be destroyed. 
All nations of the world should make every effort, individually or by 
agreement, to avoid the necessity of curtailing production. · · . . 

Thirdly, in the less developed regions agricultural expansion must be 
accompanied by industrial expan!;)ion-to manufacture f<~:IID equipment, to · 
abso~b surplus fann workers, to produce consumption goods and goo_ds 
for export, and' to raise the level of living and the purchasing power of~ 
both aJgricultural· and non-agricultural ·producers. ' . . 

· Foui'th:Iy, this impli-es la.x;ge scale provision of capital, much of which 
must come from outside the countries especially requiring development. 

Fifthly, the supply of suoh materials and equipment, including in certain 
cases food, is !likely to prove a hopeful and possibly in the long-run, the 
chief means of maintaining a high level of employment in the. industrial 
countries and! reasonable stability of agricultural prices provided thaL in 
due course a rehlm flow of useful products can be assured. 

Sixthly, ihaving regard to rthe role which gov;enrments now play in the 
economic field and the dangers of unilateral action, corresponding inter
governmental cooperation is called fon in respect to both national and 
international programmes. 
19. Thus the two problems presented to the Preparatory Commission.......:how 

to expand agricultural production to meet the world's needs, and ihow to 
stabilize agricultural prices.-me11ge in the crucial problem of how to expand 
consumption and purchasing power. And although agriculture has its own 
peculiar characteristics and is different in viifal ways from industry, its 

· problems are indissolubly linked with those of industry.....:...that is, of the 
economy as a whole. · They cannot be dealt with effectively on any other 
basis. . -

20. What we have to say in this -Report may be grouped under five main 
heads: 

Chapter 2 takes up the development of agricultural and nutritional pro
grammes, since the primary step toward the objectives of the World Food 
Proposals must be a rapid increase in the world's food production and. a 
better distribution of the supply to those in need. · _ . 
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In Chapter 3. certain problems of industrialization and general economic 
development are discussed in relation to purchasing power for food, and 
to the. employment of labour surplus in agriculture. 

Chapter 4 deals with the financing of development programmes and the 
extent to which existing international agencies are likely to prove adequate 
for that purpose. 

Chapter 5 considers the stabilization of agricultural prices and certain 
means of expanding international trade in agricultural products. It 
examines the contribution that might be made by international commodity 
arrangements. 

In Chapter 6 the principles which have emerged in Chapter 5 are applied 
to the particular circumstances of certain agricultural products and sugges
tions are made as to the type of action that might be applicable in each case. 
Fmally. in Chapter 7 we stress the need for regular international consulta-

tion among governments and make recommendations as to how national pro
duction and nutrition programmes and tte work of agricultural commodity 
councils can be reviewed and coordinated. 

CHAPTER 2. AGRICULTURAL AND NUTRITIONAL PROGRMIMES 
i:. -The World Food Survey has shown that more than half the population 

of the world is normally malnourished, .has a diet equivalent to less than 2,250 
calories daily at a retail level. Even in the most favourably situated countries 
at least a third of the population had, prior to the war, an inadequate diet, 
particularly when judged by mineral and vitamin requirements. The first task 
to be considered is what steps can be taken to increase the supply of food 

-for improving the nutrition of such malnourished countries .and groups. 
• 2. In the more advanced countries. the major problem is to improve the 
quality of the food supply by increasing the proportion of protective foods 
in the diet and to achieve a better distribution so as to ensure that vulnerable 
groups obtain the particular foods they need.. In the less developed countries, 
the whole volume of the food supply ha.S to be substantially increased
especially the protective foods, but in many cases the energy foods too. This 
is a-- gigantic task which involves a large increase in the agricultural output 
of those countries, and, where food imports may be needed, a large increase 
in the volume of appropriate exports in order to obtain the necessary foreign 
exchange. In this Chapter we deal with the agricultural and nutritional 
aspects of these tasks. The general economic development and industrializa
tion which will be necessary is dealt with in the next Chapter. 

3· The World Food Survey indicates that in the less developed countries, 
in order to reach intermediate nutritional targets with a calorie intake of 
some 2 6oo calories per head daily, by rg6o the food supply would need to 
be "incr~ased by go per cent. ab~we prev:ar (of which 55 per cent. would. be 
accounted for by improvement m the diet, and 35 per cent. by population 
growth since the period r935-39). By rg7o the food supply would need 
to be rro per cent. above prewar. Whether or not such a doubling of foo~ 
supply is practicable by this date, i.e. within less ~an twenty-five ~ears, It 
is clear that, especially in the less developed countries, only an agricultural 
revolution can bring reality to this objective. 

4· In some less developed areas farming_ is still in !fle p~tive stage and 
completely unmechanized. The production revolution wh1~h ~as charac
terized twentieth century agriculture in some advanced coun~nes IS ~recluded 
in the poorer countries by such factors as a smallness of holdings, urumpro"ed 
varieties of crops and livestock, archaic or ill-adapted systems of land tenure 



9 
and rural organization, lack of capita!l, poor hea.ll1!h, iOOdequ:ate farm imple
ments and excessive density of rural populations. In many of these countries 
'' one farm family manages to produce mrly enough to feed itself and )lalf 
another family," whereas in some advanced countries "one farm family 
feeds itself and fotl'I' other families at a comparatively high nutritional level.''* 
The output of food per man is ten times greater in the latter than in the 
furnner countries. . ' 

5· The excellent research done in many poorer countries demonstrates that~ .. 
· modern science, and its application is not a monopoly 'of advanced countries. 

In experimental herds in India the annual yield of milk per oow has in 20 
years been raised from the national average of I,soo lbs. to 6,ooo lbs. This 
change has been brought aJbout very la.Igely by improved feeding and by 1ihe 

1 

selection of the better animals available from the native stock. In Java 
the improved sugarcane variety P.O.J. 2878 has increased potential yields 
per unit of area by so per cent. Varietie~ of rice which can on ordinary farms 
yield two o.r .three times as much as the commonJy used types have been bred 
by plant geneticists. Th~se are examples of what can be done for livestock 
and plants. Besides this, research is making increasing[y availiaJble knowledge, 

. methods, and techniques which will enable areas to be brought into use that 
were hitherto too unfavourable for settlement and food production. The 
application of these findings could bring very large additional areas of land 
into production ·in Asia, Mrica, and South America. 

6. The Commission therefore wisP,es to re-emphasize il:he importance which 
the Quebec and Copenhagen Colliferem:es plaJCed on the need fur resea.OCh la.Ild 
its practical application to agricultural production. But it is also convinced 
that (a) education, (b) rural development, programmes and (c) industrializa
tion are equally essential if the peoples of less developed areas rure, in the 
twentieth century, substantially to enjoy better standards of diet, health;· 
and living. Better education is needed to enaJble farm people and consumers · 
to reap, on their farms and in their homes, the fruits of modem science and 
technology. Rural development programmes indudinlg such measures as 
revised systems of land tenure and land utilization, the exten.sion of cpltivation 
to suitaJble unused land by large-scale irrigation projects and simi~ar pulblic 
works, the improvement of roads and communications and the expansion or 
IIIlOdernization of processing and marketing facillities must, as stressed at 
Quebec and Copenhagen, also be an integral part of ~he drive for more and 
better food. Industrialization, which is discussed in Chapter 3, js needed 
not only to draw excess population from the land, raise· productivity and 
the general standard Olf living, but also to manrufaJCture fei!I:ilizers, agricu!ltural 
chemicals, machinery, and general farm requirements to supplement other 
imports needed to expand farm production. . ' 

7. It is thus apparent, especially in the dess developed aJreas where the 
greater part of the population depends directly on the land, that not. only 
should the several parts of each national! agricultural development programme 
be closely integrated but also that the farm programme must itself be an 
integral part of a dynamic and pr<>t,o-ressive polity emibracing the whole national 
economy. India and other countries have already formulated comprehensive 
programmes of this type with five and il:en-yea:r objectives, and we commend 
this approach to other governments faced with comparable problems. 

8. While F.A.O. and other internationalrugencies such as the Econmnic and 
Social Council and the International Bank for Reconstruction and Devclop
ment can, on request, help governments with such programmes and policies, 
the responsibility for their initiation and execution clearly Jiles with the govern
ments of individual Member nations. They alone can provide both the 

•World Food Survey, Washington, 5 July, 1946, p. 24. 
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driving fore~ and the direction. Acooroingly in this Chapter we consider 
(a) how national governments can place themselves in a better position to 
expand food production and develop nutrition programmes, (b) how F.A.O. 
can help. ~ovemments to help themselves in formulating and carrying out 
such policres, an~ (c) what steps ~e necessary at the international levei to 
coordinate the national food and agncultural programmes which many nations 
axe already .making or which .we ·hope may emerge as a result of oU!r 
recommendations. · 

· A: Activities of National Governments 
9• It is clear 'from the foregoin-g that the first task of governments, especially 

in the nutritionally disadvantaged countries, is to frame overall programmes 
. ·fur the expansion of essential agrioultural production. Many such govern

ments are confronted -with a very numerous agricultural population occupying 
extremely small farms and lacking equipment, crupi.rt:al, and technical 
knowledge. Programmes have to be framed in practical terms to meet the 
needs of these people. · 

10. They should include' first and !foremost the provision of education and 
information so that the people can understand and cooperate in the various 
projects fur technical improvement. They should include instruction in the 
production of nutritive foodstuffs and essential protective foods for the farm 
families themselves. Such programmes would also .make provision for better 
quality seeds, certain useful pesticides, fertilizers, raising the quality, and -
in same cases the quantity, of farm livestock, suitable handtools and other 
farm implements. · These programmes involve getting the necessary equip
ment and materials produced. and in most cases presuppose new development 
of industries such as we discuss in. Chapter 3· They imply improved credit 
facilities for farmers., .. They may require changes in land utilizatio~ . More-

1 over, in many regions a large number of the new farm practices cannot be 
adopted until the size of the farm is somewhat increased, or nand tenure 
systems improved. In addition to this, the development programmes usually 
need to comprise measures !for improving transportation, especially from fann 
to market, and the creation or betterment of market facilities. Further, to be 
fully effective, the programmes must ,reach through to the food consum:1ption of 
the non-agricultural population and provide widespread nutritional education. 

· Ainong the nutritional prognmmes developed in recent years in the advanced 
. countries, there are several types which could serve as guides when pro

grammes are being framed for the growing indu!>trial population of the needs 
countries. · · 

II. This does not purport to be an exhaustive list of the elements of 
development programmes. A comprehensive listing can be found in the Res?'" 
lutions of the Quebec and Copenhagen Conferences. But what has been said 
may sufficiently indicate the range and variety of the tasks to be undertaken 
if the necessary revolutionary changes 'in agriculture are to be accomplished. 
We recommend to governments of all food deficit countries the early formula
tion of coordinated agricultural and nutritional programmes where such do n~t 
already exist. · 

Administrative Machinery 
12. To establish and execute programmes, adequate administrative 

machinery is necessary at both the national and local levels_. In many needs 
countries this administrative machinery requires strengthenmg, or has yet to 
be created. Each Member nation of F.A.O., to the extent that it has not 
already· done so, should establish an administrative unit or units responsible 
for agriculture, food and .nutrition. These units should administer (a) pro
grammes of agricultural and nutritional improvement, (b) the promotion and 
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coordination ot extension and advisOry services and other instruction for 
farmers, fishermen, forestry workers, and housewives in respect of agriculture 
and food problems, (c) the establishment and supervision of public research 
activities, _ (d) the collection and dissemination, of scientific and technical 
information, (e) the provision of special assistance to small farmers and 
agricultural workers through controlled and supervised credit and ' other 
measures, and (/) the collection of national statistics and the coordination 
of local and regional statistics. 

F01'eign Experience 
13. Nations have much t~ gain from developing scientific technical. and -

other contacts with foreign countries. Improvement of agriculture can often. 
be speeded by sending missjons abroad to study particular- methods and· 
practices. Research workers, technical officers, and 'administrators can widen 
their experience by foreign study. Many countries have also found it 
advantageous to send agricultural attaches or other agricultural officers to 
countries of special significance to them. Further expansion of this system 
of agricultural attaches might be helpful to many other countries.- In these 
various ways the countries embarking on development programmes can dis
cover valua:ble means of self-help. The actual-arrangements will normally be · 
made by the countries themselves. But F.A.O. should keepjtself informed of 
what is being done and may in SOIIIle cases be able to provide services as a 
clearing house of information regarding facilities for such foreign. visits and 
training_. 

14· The Commission recommends that Member nations take opportunities 
of sending such persons abroad and that governments of more advanced 
countries should extend pertinent facilities and courtesies including the pro
vision ci' scholarships or special courses or other training to the visiting 
individuals or mission. We also recommend that Member nations work out''' 
arrangements between their research institutes, laboratories _and government 
departments and corresponding agencies in other countries .for the exchange 
of professional workers for a specified period of time. Further, we recommend 
that Member nations with non-self~governing territories under their jurisdiction' . 
should, where appropriate, encourage activities within such territories corre~ 
sponding to those referred to in paragraphs 9-14. 

F.A.O. Nat-ional Committees 
15. In order that governments may cooperate effectively with F.A.O., we 

recommend as a matter of urgency the setting up of National F.A.O. Com-
, mittees where such do not already exist. These Committees serve as a link 

between their country and F.A.O. While certain matters such as• proposals 
involving national commitments should normally be communicated by,F.A.O. 
to govemments through foreign ministries, matters concerning agricultural and 
nutritional policies should be communicated through the F.A.O. National 
Committee unless otherwise provided. Arrangements should also be. made 
by which communications on routine matters can take place directly between 
the unit in F.A.O. and the proper corresponding unit in the national 
government. 

16. It is also important that each Member nation supply promptly to 
F.A.O. copies of all significant current reports and publications relating to 
food and agriculture. If F .A.O. is to serve nations effectively, the nations 
in tum must answer promptly and fully requests from F.A.O. for information. 
In addition to agreeing on channels for communication, · the government of 
each Member nation should see that appropriate measures are taken to ensure 
prompt replies to such requests. 
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r7. The development of these procedures and the adoption of the various 
recommendations made jn this Chapter concerning national action should put 
governments in a stronger position to carry through the nutritional and agri
cultural programmes envisaged in the Copenhagen objectives. It is recom
mended that five years from now each Member nation report in detail to 
F.A.O. the progress it has made in and the plans contemplated for carrying 
out the recommendations of paragraphs g-17. The request for such a report 
might well be included by the Director-General in his suggestions for a periodic 
report (under Article XI of F.A.O.'s Constitution) at that time. 

B. Machinery and Functions of F .A.O. 

r8. Since F.A.O. is the United Nations agency responsible for assisting 
governments in the improvement of agriculture and nutrition, and the welfare 
of rural people, the Commission has made some enquiries as to F.A.O.'s pro
gramme of work and as to how well this agency is equipped to carry out its 
ftmctions. The Commission heard from the Director-General and other 
officers of F.A.O. a description of the present position regarding staff, 
organization and programme. An F.A.O. statement on these matter:> is 
included as an appendix to this Report for the convenience of readers not 
familiar with the Organization. The following observations assume a general 
understanding of F.A.O.'s structure and activities. 

rg. The Commission feels that there are grounds for being gratified at the 
progress that has been ma;de under difficult conditions in commencing important 
work, for example, the preparation of the World Food Survey, and realizes 
that more would have been accomplished in S'everal fields if the corresponding 
F.A.O. Divisions had .been established for a longer period. The Commission 
attaches the highest importance to the statistical <work of F.A.O., which is basic 
to so many of its activities. The Commission has 1been informed of the steps 
which have been •taken to develop this work since the Economics and Statistics 
Division was established, and is glad to learn that F.A.O. plans to publish a 
Yearbook of Agricultural Statistics for 1947, that preparatory steps have been 
taken in respect of the World Agriculture Census for .rgso, and that sug
gestions for reports from governments will be distributed in time for the 
reports to lbe considered at the next Annual Session of the F.A.O. Conference. 
We recommend at the end of this Chapter and in more detail in Chapter 7 
that these reports from governments be concerned specifically with national 
agricultural and nutritional programmes and form the basic material for the 
annual programme review which we are proposing. 

20. As we have noted, a satisfactory basis of rural life js essential to 
agricultural development programmes. The Commission has heard with 
pleasure the Director-General's statement that a survey of experienc-e in 
cooperative activities is .being given high priorirt:y in F.A.O.'s work, and trusts 
that it will continue to be given such priority, and that it will give special 
attention to 1the needs of tropical and sub-tropical countries. It recommends 
that early attention lYe given to other aspects of rural life, notably labour 
standards and working conditions, rural hoosing, health services, and other 
elements in the standard of living. In this work, collaboration with the 
International Labour Organization should .be sooght. Atten1ion should lbe 
·given also to population studies, the different rates of population growth in 
rural and urban areas, and the sociological problems -of the rural-.urban 
population balance. (Collaboration here shoilld 1be sought with the Popula
tion Commission of the Economic and Sooial Council.) All these activities 
should be stimulat-ed through· early attention to the rural welfare work con
templated at the Copenhagen Conference. 
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21. In view of the importance we attach to education, extension and advisory 

services, we suggest that F.A.O. establish a unit or units staffed with experts 
well qualified to aid individual countries in this field. 1We further suggest 
that F.A.O. as soon as possible collect and .make available information on 
educational methods which have been found most effective in various kinds 
of countries. 

22. In order that F.A.O. effectively assist the personnel interchanges which 
we have recommended under ·National Activities, and since such aid involves 
knowledge of regions where conditions are most comparable to those of a 
given country, we recommend that F.A.O. should :build up a central index 
of the types of farming regions of Member countries, together with a central 
subject index of institutions and professional workers in order to facilitate 
contact between :;\iember nations with similar agricultural economies and 
problems. We further recommend that F.A.O. should act as a clearing house 
in these matters and should prepare a list of scholarships, fellowships, and 
personnel exchange opportunities in the various countries. 

23. We tum lastly to the question of surveys and studies. The Annual 
Conference and the Advisory Committees have recommended that F.A.O. 
conduct a large number of international surveys so that the pooling 9£ 
experience in these matters will give a fuller picture than any one country 
can get for itself. ,While some surveys may be rugently necessary, the Com
mission feels that the initiation of a limited number of comparative studies 
which need not be worldwid•<: in scope, would lbe of great value to Member 
nations. Since many of the surveys and studies which we propose belong 
to F.A.O. in the field of agricultural production, we are confident that the 
early appointment of a Director to the Agrioultural Division and the recruit
ment of more staff for it will expedite this work. In many cases these 
surveys· or comparative studies can be handled by arr analysis or summary 
of existing technical literature or by correspondence. In other cases a team 
of experts may need to be sent to visit representative countries or areas in a 
given region, consult with ·authorities in each country visited, and collect first
hand the experience or materials involved. 

24. The Commission recognizes that having regard to the tasks ·which have 
been given to F.A.O. by the Quebec and Copenhagen Conferences and the 
additional ones which are recommended in this Report, it will almost certainly 
be necessary to postpone or curtail some of the more ambitious projects of 
study and investigation recommended at Quebec and Copenha.gen. It is 
suggested that the Director-General examine this situation, and consider pre
paring for consideration at the next Annual F.v\.0. Conference a list of thoS~C 
among the previous recommendations which shoold receive early attention, 
and a list of the remainder which could be postponed, without !impeding 
the general work of F.A.O., in order to enable him to concentrate more 
effectively on the achievement of the Oopenhagen 01bjectives. A list of 
subjects which lthe unde!'developed countries have indicated are of special 
interest to them is attached as an appendix at the end of .the Report. 

Annual Review of National Programmes 

25. Increasingly, the programmes of one country are coming to have 
important repercussions on the economies of other countries, and some provi
sion for mutual consultation and co-ordination has become necessary in order 
to obviate clashes of interest. This is particularly the case in the advanced 
countries and in those having a large stake rin the export or import of agri
cultural products. But any widespread adoption of the recommendations 
made in this Chapter regarding agricultural and nutritional programmes will 
cause a still larger number of countries to nave an interest in such co-ordination ... 
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Accordingly, we recommend that all such programmes should be reviewed 
annually at the F.A.O. Conference. 

26. We defer till Chapter 7 a full discussion of the torm which such inter
national consultation might take and of the functions such an annual review 
conference shoU!ld perform. It is suffioient here to say that the main task 
would be to bring into perspective the facts concerning food supplies in all 
parts of the world, :to analyze the programmes of individual countries and, 
where appropriate, to reach agreement on production objectives for the future. 
The Commission is convinced that governments would find such consultations 
extremely valuable and in the light of what emerged, many of them might 
find it mut:uaUy advantageous to reconsider, and in some respects adjust their 
future programmes. 

27. The annual review by the F.A.O. Conference would also have other 
functions which will be elaborated in Chapter 7. It wiil have the responsibility 
of reviewing the '\YOrk of the World Food Council which we shaH be recom
mending, and rthe activities of the individual councils administering commodity 
agreements or arrangements. It wiil also consider and approve programmes 
for distribution of agricultural commodities at special prices in connection 
with recognized nutritional programmes. By combining these various review 
activities in one agency and at one ·regular annual meeting, it seems to us 
possible to ensure the most effective measure of consultation and co-ordination 
regarding development programmes. With some machinery of this kind we 
could feel confident that F.A.O.'s Member governments would be able to do 
their utmost year by year to forward the expansion of agriculture and the 
provision of adequate diets for their peoples. 

CHAPTER 3. INDUSTRY AND AGRICULTURE 
I. The expansion of' agriculture stressed in the preceding chapter' demands 

a parallel expansion in industry, transportation, and in other parts of the 
economic system. To quote the first Resolution of the Hot Springs Con
ference: . 

. " It is useless to produce more food unless men and. nations provide the 
markets to absorb it. There must be an expansion of the whole world 
economy to provide the purchasing power sufficient to maintain an adequate 
diet for aU." 

At present in most of the less developed countries the non-agricultural 
population does not earn enough to be able to afford adequate food even if 
such were available. A striking example of this is cited in the Government 
of India's Famine Inquiry Report, 1945. 

" Before the war it was reckoned that the. cost of a well-balanced diet 
containing enough protective foods was about 5 rupees per adult per month 
-that is to say, Rs. 20 for a family containing the equivalent of four adult 
males. The cost of an ill-balanced diet mainly composed of rice or another 
cereal sufficient in quantity but deficient in quality was about Rs. ro for 
the same size. . . . Unskilled urban workers often earned Rs. ro a month 
or less." 
2. The buying power of the non-agricultural population must rise at .a 

speed which matches the increase in food prodluction so that food can be paid 
for at reasonable prices. Otherwise the increased agricultural output wiil 
begin to pile up unsold or to drive prices down to crisis levels. To increase 
the purchasing power of the non-agricultural workers, there need to be more 
industries· and more efficient industrial equipment. Moreover, if the produc
tivity of the non-agricultural worker can rise, more goods will be available 
to reward the efforts and raise the real income and standard of living of the 
farn1 population. 
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3. There may be certain countries in which the natural resources or other 
special circumstances will suggest advantage in concentrating more particu
larly on agricultural development and importing needed nop.-agricultura~ .. 
products. But it will be the exception rather than the rule. Generally 
speaking, at least in densely populated areas, industry should expand rather" 
faster than agriculture; both because it is common experience that as family 
income rises a decreasing proportion goes to buy food and, secondly, because 
as modem methods of farming are brought in, fewer and fewer workers will 
find occupations on the land. Indeed, in many :undeveloped agrarian regions, 
such as in Eastern Europe and large parts of Asia, farms have so few acres 
per family, and so many mouths to feed per acre, that they mve been unable 
to buy and use improved machinery. Also they cannot spare land: to grow 
forage or feed to maintain the efficiency of livestock and to increase the 
output of livestock products needed for more adequate diets and higher 
income per family. Jn such regions, a partial shift of this surplus or under:
employed labour from farms to non-farm employment is a prerequisit~ to any 
sound programme of agricultural improvement. · This would be more urgent 
in countries where the population requires only seasonal labour, so there iS' 
a large surplus of 'Ullderemployedl labour at many seasons which- could be 
used for part-time industrial production. · . · ' 

4· If only for these reasons, importance is to be attaohed,t~ · decentraliza
tion of the new industries. It happened that the process of industrialization 
in the nineteenth century was also a process of urbanization. That was 
almost inevitable when steam raised by coal was virtually the only source 
of industrial power. But with the development of modem transport arid of 
electricity, particularly from waterpower, the pressure toward :urbanization 
is less. We would! stress the importance, when plans for industrialization 
are being formed, of aiming at as high a degree of decentralization as is 
compatible with the economic requirements of the counny. ·This will not 
only have the advantage of minimizing the dist:uz;bance to the structure of 
rural communities, but will also minimize the risk of the detriment to health 
which too often follows on urbanization of poor populations. It will also 
provide a readier solution of the problems referred ·to in the previous 
paragraph. -

5. In some underdeveloped !regions there are possibilitfes for the develop
ment of new simple industries with small capital investment. Suoh industries, 
using locally-available raw materials to tum out simple industrial products 
needed for local consumption, can mitigate overcrowding in agriculture, and 
while they do not compete in plant efficiency, With large-scale enterprises, 
they often can supply the needs of the :local population in industrial products 
at prices lower than they can be imported from abroad and transported: to 
remote areas. -

6. Much progress has ·been made in the development of such simple indus
tries in several countries. These include in India the encouragement of 
handicraft or cottage industries, such as hand spinning, weaving, knitting, 
and pottery making, and :the development of simple machines which increase 
greatly the efficiency of the home operations with relatively little investment. 
The recent development of cooperative industries in China, on a decentralized 
village basis, is another example. Another recent development is the Agricul
tural Industry Service of the Agricultural Rehabilitation Division of 
U.N.R.R.A. which has been developing plans and specifications for such 
simple industries, and has been training and supplying advisory engineers 
to countries to help build and expand such plants, and to train local tech
nicians to carry on the work. Such plants represent a significant advance, 
in. te~~s of productivi~ and ~tandard of living of the community, over the 
pnrmtlve methods prev1ously m use, and do make a start toward providin~ 
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more local employment based on local resources and often toward pro~iding 
part-time em~loyment for farmers in slack seasons. They enabl!f under-

• developed reg~ons to take the first steps toward industrial developr¥ent, aid 
f~ worker~ to acquire industrial skills and experience, and they .'also pro
VIde the basis for the eventual development of the types of industry which 
are economically and socially most efficient-large, medium-scale and small. 
The Commission particularly commends to governments this tYPe of local 
development. The Commission further recommends that F.A.O. examine 
past national and international measures to aid the development of small 
and low-cost decentralized industries and rural handicrafts to provide more 
employment to underemployed rural populations, and determine in consulta
tion with I.L.O., how far F.A.O. can go in developing a section or service 
to aid member nations in organizing national services of this type, at least 
until such time as some other international agency is in position to provide 
such service. In this connettion F.A.O. might well consider continuing for 
the time being a nucleus of the Agricultural Industry Service of the Agricul
tural Rehabilitation Division of U.N.R.R.A., and making its services avail
able to all member countries who wish to make use of them. 

National Development Policies 

1· The initiative for national development is increasingly being taken over 
by national governments. In the past the development of industry in colonial 
regions has often been discouraged, leading to even greater emphasis on 
monoculture and on the production of raw .materials for export from such 
colonial regions. In the 20th century, however, developments have tended 
in the direction of greater agricultural and industrial diversity. Moreover, 
in several less developed countries governments themselves are sponsoring 
programmes of all round development of resources. An early and notable 
example was the U.S.S.R. which between the two· wars built up a powerful 
industrial potential and a considerable output of important raw materials. 
Recently the Government of India announced a comprehensive plan of indus
trial development. Even in some of the more developed but war-devastated 
countries long-range programmes have been laid down for industrial rehabili
tation and expansion. . Moreover if our recommendations for agricultural 
expansion are to be implemented, governments in all countries will be encourag
mg economic development in the widest sense, including plans for the progres
sive improvement of labour standards and the purchasing power of industrial 
workers and for general and vocational education. Further, whil~ we have 
the services both technical and other which public agencies can perform for 
agriculture, we would equally stress the importance of sound administrative 
arrangements, particularly in regard to financial and physical matters, as a 
basis for successful industrialization. · 

8. The Commission has already corrimended to the attention of governments 
certain advantages of small local industries. There is on~ practical s!ep 
which· might be taken at an early date by governments producmg or exportmg 
raw materials. Where agriculture and industry at present lack technical 
development, the governments c~mcerned sh?uld create. se~ic~s and agencies 
capable of assisting the· production, processmg, and distribution of the pro
ducts of these areas and by appropriate 'legislation or other means should 
establish grades and production standards for both domestic and foreign 
markets. Further, there are certain types of industrial facilities which are 
closely related to agricultur~, and are 3:~ ~ssential part of ag~cultural ?evelop
mi:mt programmes. These mclude facilities for the production of. agricultural 
machinery and ·fertilizers, for processing agricultural raw materials, and for 
storing and · transporting agricultural products. Where governments are 
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developing the agricultural prograi:nmes which we.have stressed in Chapter 2, 
they slfould pay due regard to the development of such ancillary and agricul
turally based industries and should consider what international help they will 
require.· · 

International Assistance 
g. For the less developed countries it is clear that, in respect of the develop

ment of industries and transp~rtation, they may need services similar to those 
that F.A.O. will provide in respect to food and agriculture. , We underStand 
that this matter is under consideration by the Economic and Social Council. 
Whatever arrangements may be wprked out, the provision of information 
and advice on industrialization and general economic development is an 
important adjunct to our recommendation in respect of food and agriculture. · 
We urge that in.the arrangements made by the Economic and Social Council 
full recognition be given· to the vital interest of agriculture in the progress of 
industry, and to the danger of serious maladjustment if progress is too slow 
on the industrial side. 

10. In this Chapter considerable emphasis has been laid upon the need for 
a wise balance between agricultural and industrial development. This balance 
has to be evolved within each territory and it is for the national gover~ents 
to consider how best they may keep this problem under review. But where 
a national governm~nt takes the step of seeking international advice or aid, 
the request may concern not just one particular field but rather economic 
development as a whole. The government may request a mission to study 
the general exploitation of its resources, both agricuitural and industrial. In 
our opinion, when requests are of such a character they should go to the 
United Nations, which would then consult with F.A.O. and with the other 
interested specialized inter-governmental agencies with a: view to building up 
a joint mission. F.A.O. should take the necessary steps to be able to co
operate fully in this type of work with the United Nations and other inter-
governmental agencies. , 

II. In considering projects for industrial development of the less advanced 
countries, a fact which was noted by the Preparatory Committee of the United . 
Nations Conference on Trade and Employment has to be borne in mind, 
namely, · 

" as the less developed countries progressively undertake the production 
of a wider range of commodities for their domestic markets, it is likely 
that the more highly developed economies, which. formerly supplied the 
markets of the less developed countries, will be faced with the. problems 
of adapting their economies to the changed circumstances., (Chapter 2, 

, Secti~n B.I.) 
Another fact which has equally to be borne in ni.U,.d is that generally speak
ing, economic projects in undeveloped countries must have an economic basis 
and a reasonable prospect of economic success in due course. Unless such 
projects are conceived upon this basis, so far from achieving the object in 
view, all that they would accomplish would be on the. one hand, to saddle 
the backward country with an inefficient industry requiring a· permanent 
apparatus of special government aid, quotas or tariffs, and on the other hand 
a dislocation of trade and employment in the more developed countries. There 
are, however, great opportunities for industrial developments in backward 
countries which would have a reasonable prospect of economic success. Such 
industries must be developed. Where their development necessitates readjust
ment in advanced countries which formerly were the suppliers, then these 
readjustments will have to be made. Experience has shown that wise indus
trial development in agricultural countries leads to an increase in ~eir pur-
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chasing power which accrues to the benefit of the highly industrialized countries, 
although it may cause a change in the commodities supplied. This problem 
of selecting industries with reasonable prospects of economic success and of 
minimizing the dislocation in existing channels of trade is one which should 
occupy the most careful attention of the United Nations and any specialized 
agencies concerned with economic development. · 

CHAPTER 4. FINANCING OF DEVELOPMENT 

I. The execution of development programmes, whether in agriculture or in 
industry, requires a wise mobilization of financial resources. One aspect is 
to organize the internal finances of the development country to make the 
maximum amount of capital available for development purposes. The other 
aspect is to promote and organize international lending in ways which provide 
the most effective help to the needs countries. There can be no doubt that 
if· the programmes outlined in the previous two chapters are to be effective, 
very large sums of money will be required over a considerable period of years, 
and that special problems will have to be faced both of national and inter-
national financing. . 

2. It has been put to us that the national resources of countries standing in 
need of development, together with the existing international financial facilities, 
may not cover all the requirements, and that development may be held up 
because certain essential parts of the programme cannot be financed, and we 
have paid special attention to this question. 

Types and Costs of Development Activities 
3· In order to form some concrete idea of the kinds of need which are 

likely to arise, we have discussed a number of aspects of development pro
grammes and, while it would be quite impossible to draw up a comprehensive 
list of all the types of activity, the following brief selected list may serve to 
illustrate the variety involved: 

A. Industrial Development Projects 
(a) Importing equipment essential to manufacturers domestically, supplies 

of fertilizers, farm machinery, or other materials or equipment needed for 
development programmes. 

(b) Building large-scale projects for industrial production or mass proces
sing and merchandising. 

B. Domestic Construction 
(a) Conducting geologic and other field surveys, an·d preparing detailed 

engineering plans and specification, for large-scale construction, water
control, or hydroelectric projects. 

(b) Improving transportation and communication facilities, both national 
and local. 

(c) Development of warehousing, cold storage and refrigerated transport 
for perishable products. 

(d) Building large-scale irrigation, drainage, flood control, or hydroelectric 
projects, and electrical distribution facilities. · 

(e) Reclamation and development of areas of unused or inadequately 
used land. 

C. Importation of Supplies for Farm Production 
(a) Importation of supplies of fertilizers, farm machinery, tractors, work 

stock, pesticides, trawlers, nets, refrigerating equipment, or other agricultural 
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materials or equipment essential to initiate improvement or development 
programmes. 

(b) Enlargement of facilities for agricultural credit for agricultural prod tie:- • 
tion and marketing and for importing goods needed by farmers. · , 

D. M;asures for Small-Scale Productive FaCl1ities 
(a) Building irrigation works, water storage basins. diversion dams, or· 

farm or village agricultural processing or warehousing plants o~ equipment, 
largely· with local labour. 

(b) Development of rural industrial plants utilizing agricultural raw 
materjals or producing simple equipment needed by farmers. 

E. Measures for Education, Researck and Welfare 
(a) Employment of foreign personnel for shorter or longer periods,' to 

initiate or reorganize domestic agricultural and educational institutions. 
(b) Sending students, professional workers, or missions aoroad for. periods 

of study in more developed countries. 
(c) Expanding educational and research .facilities, including the construc

tion of suitable laboratories or classrooms, restoring .or providing• libraries, 
laboratory materials, fixtures, and equipment, and scientific equipment, 

(d) Expanding activities for health and rural welfare, including prral
1 

community centres, clinics and hospitals, and medical equipment. · · 
We do not attempt to range these items in respect of the costs likely to be 
required under each, nor as to the proportion between domestic and foreign 
capital. The situation will vary according to the circumstances of each 
country. In many cases, it will be necessary to mal,{e special provision for 
food suppli~s. housing, sanitation, medical anqr .~ducational facilities for 
workers engaged on development projects. 

4· Nor do we think it possible to make any accurate estimate of the total 
capital cost of the programmes ol the less developed countries over any .given 
period. So much depends on the speed at which development can proceed and 
on the extent to which new industries themselves provide out of their output 
the capital for further industrial grOV\<ih. Nevertheless there are indications 
which suggest that over a period of years the sums required to carry out · 
development on the scale contemplated in the two preceding chapters will be 
very large. 

5· As to agricultural improvements which we have discussed 4t Chapt~r 2, 
even a modest expenditure per farm would require la11ge sums in view of the 
many llllillions of farms fu the underdeveloped countries which ·stand in need 
of modernization.* Moreover, further settlement and the establishment of 
farms in new areas would create additional investment requirements. 

6. As to the industrial development discussed in Chapter 3, this has to be · 
considered against the background of the thousand million people in the less 
developed countries; perhaps something like 400 million constitute the labour 
force, and of these only 100 million are , in non-agricultural occupations. It 
.llight well be desirable over a period of time to transfer Ioo million out of 
agriculture into other jdbs in order to improve the balance .between agriculture 
and industry. In add~tion, provision will have to be made for the natural 
increase in population. Together these two tasks would require rapid expansion 
of non-agricultural employment. . 

•Development programmes in ~ndia and Greece indicate that an expenditure not less 
than Ssoo per farm would be reqmred for a modest start toward farm modernization under 
their conditions. 
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7· Certain estimates have .been made of the amount of new capital required 
to provide industrial employment to one adult male worker and although there 
is naturally great variation between industries and !between countJ;ies, the 

. average figure would appear to be not less than $r,ooo per worker. 
· • 8, In the light of this and the size of the populations involved, ·the pro
gramirles we have envisaged of increasing and diversifying productive 
employment in developed countries would clearly involve capital investment 
on a 5cale never previously attempted. 

9· Such are the dimensions of the problem. Its solution is embarrassed 
by the fact of a changing conception of the object, scope, and scale of develop· 
ment. Fundamentally the change has 'ibeen in the idea of where initiative 
should lie and where the reward should accrue. Most of the world has moved 
away from the idea that initiative and reward fall primarily in the domain 
of private enterprise in the rich and developed countries, and has moved 
towards acce~ce of the view that both should lie primarily within the 
domain of the country which is to be developed. 
· ro. These changes are emerging at a time when the scale of expenditure 
envisaged has greatly increased, and when, concurrently, some of the old and 
tried methods of financing are at least temporarily discredited as a result of 
the experiences of investors in foreign governments, state, and public utility 
securities during the past twenty-five years. This has been a period of such 

· dislocation in the international capital market, with so many strains and 
stresses, that it is difficult to determine what new types of relationship may 
emerge. In any case there is appearing a marked change in (r) national 
responsibility for financing, and (2) the approach to the organization of 
international lending. Largely, therefore, the problem is to discover new or 
adapt old monetary devices appropriate to the present conception of develop-
ment. · · ' 

National Finance 
H. From this point of view it is fortunate that a new ~~nse of the national 

part and share in the development effort has !begun to emerge in development 
'countries. A number of development countries themselves recognize that 
national self-help is capable of very great achievement with only small recourse 
(or even no r~urse) to foreign 'borrowing. · 

I2. The first step in development must be to lay a firm foundation ;)f 
domestic finance within the country concerned, including both the finances 
of the state and the banking and commercial credit system. The Commission 
wishes to lay particular emphasis upon this point which appears to be 
fundamental to successful development. Without such a foundation there will 
be no prospect of mobilizing the internal effort on which the greatest part 
of any development project must depend. Also there will be small chance 
of borrowing the foreign funds which may be required, !because there could 
be_no adequate assurance of repayment in the absence of a strong structure 
of internal finance. More<>ver, if the improbaJble were to happen and foreign 
finance were to be forthcoming for the whole effort, there would be little 
chance of the development country reaping the fruits of its newly developed 
capacity. With the coming of new ideas on domestic monetary management, 
governments have both been presented with a more flexible a:qd more 
abundant source of internal finance, and at the same time faced with balance 
of payments and other risks and administrative problems which did not 
arise under the old ~old standard rules. In any far reaching scheme for 
national development, unless the introduction and establishment of a wfse 
system of internal finance, to cover taxation, borrowing and credit distribu
tion, is recognized as an essential and preliminary part of the development 
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process itself, the brightest hopes must be doomed to disappoin1ment. And 
the collapse of one scheme may have repercussions very damaging to the 
cause o_f international development as a whole. 

13. While the development .problem consists in the diversion of resources 
away from current consumption or in the mobilization of resources previously 
unemployed or underemployed, the :financial prolblem is essentially how to 
divert part, or rather an unusually large part, 01£ the national income into 
the required channels of investment. It must be recognized at once that !n 
the low income countries this is a difficult problem. When people are living 
at the subsistence minimum and the average per caput national income is 
substantia1ly less than $roo, it is extremely diffirult to divert even a modest 
10 per cent. into. new investment. Any much higher rate of saving may 
involve serious and prolonged privation for the masses of the population. · 
In short, the lower the level of per caput income the greater i!? the need for 
a country to seek productive employment for unemployed or underemployed 
resources and labour at home and to expand its money structure to fit the 
hi~her rea!l national income thus created. This requires . skilled and fimn 
administration. Fonds for development have to be raised by internal borrow
ing, iby taxation, or by other procedures. We again stress that first among 
the needs of the less developed countries there is an administrative ma:chine 
cap ruble of ha.ndhlng any such procedures effectively. · 

External Finance 
q. With the development in the role and soope of domestic financing, 

external finance has come to be regarded less as a general subvention to the 
internaJI. hudget, and is now associated more closely with the foreign excha.Il'ge · 
needs arising from a nation's import programme and foreign " invisible " 
payments. In tlie context of development projects:· therefore, the· external 
finance to be providedi is not to be measured by the a~gregate cost of each -
project, nor even by the gross foreign exchange costs ·entailed, but rather by 
the net deficit of .a: country's ba:lance of payments which is likely· to arise 
during the development. · · . 

15. This deficit is closely connected ·with, though not exclusively dependent 
upon, the level of consumption which the developing country permits itself 
during ·its development phiase-a Jevel rwhiC'h, a:s already pointed out, would 
allow little reduction in countries where a large proportion of the population 
is aiLready liv:inrg at the margin of subsistence. The pt'dblem is therefore to 
steer a wise middle course between, on the one hand, extreme rigours of self
denial which might !bring the project to political shipwreck before it was 
completed, and, on the other hand, too lavish a provision of foreign exchange 

· whim might estp.lblish a standard of living thaot would 'l"elieve iihe country of 
the necessary and proper effort of self-help and would merely lead to another 
cycle of default and disimusionment which might cripple internaJt:ional develop-
ment for a generation to cOillle. · · 

16. The timing of new international investment is a matter of some impor-t
ance. At present the vast new productive capacity which was developed 
during the war in certain cou.ntries is fully used, and indeed hardly sufficient 
to meet the demandS' for reconstruction and re-equipment. This, however, 
whl:l not keep the industrial capacity fU!lly utilized indefimtely. When the 
extraordinary demand ·begins to diminish, the time will have arrived for 
vigorous action in regard to development projects. We do not wish to give 
the impression that judicious timing of international investment can alone be 
made a cure for economk de{l['essions. The prevention of depressions reqU!ires 
the use of many other techniques outside the scope of this report. While 
there may be some of the projects which could be deferred firom boom to 
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slack .periods, the spen?ing ~f inte~ational credits mostly extends o~er a 
number of years. Nor 1s foreign lending a tap which can be turned on and 
off exactly to fit the rhythm of the business cycle. Even the International 
Bank. for Reoonstruction . and Development has to time its operations in the 
secunty market as advantageously as possible. It is, therefore, of interest 

• ·to the principallendmg countries, some of which have sensitive and unstable 
economies ... that international investments should be conceived and timed as 
frur as practicaible to mitigate rather ·than to aggravate /business· cycle 
fl111duations. · 

Existing External Facilities 
I7. .A!gainst this .background it may lbe ·useful to list the different types of 

external financipg facilities available at the present time. 

· (a) Commercial credit extended by manufacturing, engineering, and mer
chanf concerns in the developed countries. For capital installations, such 
credit may extend over several years, providing for payment by instalments 
dw;ing the construction period plus a further maintenance period after the 
·work is complete. On the whole, the past record of this type of financing 
has been satisfactory, and full use should be made of it in any development 
-progra~me. 

(b) The formation of subsidiaries in foreign countries by manufacturing 
concerns estaJbliSh.ed in the· developed aountries had !become an important 
element in international development before the war. Some head offices appear 
ready to consider expansion by this means at the present time. This might 
cover manufacturing plants, maintenance and spare part depots. Govern
ments of development countries could, consistently with their policy regaroing 
foreign participation, a~::;ist this type of investmen~ in appropriate ways. 

(c) Export development facilities provided by governments to encourage 
exports.· The Export-Import Bank in the United States, the Export Credits 
Guarantee Department of the Board of Trade in the United Kingdom, and 
the Export Credit Guarand:ee facilities provided in Ganada, in effect provide 
an extension and reinforcement of commercial credits. In the present seller's 
markets~ governments may not be anxious to eX!pMld these facilities, which 
are already taken up to or near their capacity. But as the seller's market 
eases, capacity will be released, and governiii-ents may be ready to provide 
further facilities to promote their trade. · 

(d) Loans by bankers and others. Although the old type of international 
Joan iby pUJblic issue of bonds is at least tempomriJy in eclipse, bankers and 
other credit institutions appear still to be prepared to arrange short-term 
loans or revolving credits in suitable circumstances, and mighrt again 'be able 
to float bonds for long-'Tange investment, once conditions in borrowing 
countries berome strubilized. 

(e) Direct government-to-government loans. Where political or other ties 
exist, government..fu-'government Joans have ~en available in the past and 
are likely to be available· in the fut'llre. Coloma! developments funds ~~ ~n 
eX3liilple. While this type of loan and development, bemg the responsibility 
of individual governments, ~ay. n?t fall within th~ a!fibi~ of F.A.~. ~nd the 
other United Nations agenc1es, ilt 1s relevant to thts mqurry /because 1t plays 
its part in the general process of development throughout the world.. . 

(f) Accumulated balances of foreign exchange. During the war many 
oountries, previously ill-supplied with external Tesources, have aocumulated 
great amounts of sterling dollars, and even gold. Tihese resources are 
unevenly spread through fue world, but where they exist they provide a 
reserve which can be drawn upon at greater or less rate to supplement current 
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foreign earnings. They also provide an opportunity for capital development 
which, it is to be hoped, will not be frittered away by excessive expenditur~ 
on current consumption imports. Where these balances would be valuable tn 
financing worthwhile development projects, it is desirable that every effort 
should be made by international co-operation to free them for the purpose.· . 

(g) The International Monetary Fund is authorized under the eonditio,ns speci~ . 
fied in the Articles of Agreement to provide member countries experiencing 
temporary balance of p~yments deficits with foreign exchange against payment 
in their own currency. The specific use which is made by the member of each 
parcel of foreign exchange will not be examined; what is significant is the 
magnitude of the use which a member makes of the Fund's resources and the 
prospective balance. of payments position of that member. The essential test 
of the propriety of use of the Fund's resources is not the character of the 
goods imported, but rather whether the prospective balance of pa~ents 
position of the country concerned (including long term capital movements) ' 
will be such that its use of the Fund's resources will be of relatively short 
duration. The Fund's resources are not intended to be used to meet chronic 
deficits or long term needs nor to provide large scale facilities for relief 
and reconstruction. · Long term development programmes could not as such be 

· financed by the Fund but the Fund may provide foreign exchange to cover 
temporary needs of countries engaged in such programmes. 

(h) The International Bank for Reconstruction and D_evelopment was esta~b
lished for purposes which clearly include the making (or guaranteeing) of loans 
for both industrial and agricultural development. The Commission has been 
informed that no type of activity listed in paragraph 3 under '' Types and 
Costs of Development Activities " is to be excluded as prima facie ineligible for 
financing by the Bank. . As these items arise in specific applications for 
loans, the test will be whether or not the· activity is an integral part of 
a financially satisfactory reconstruction or development project .. The ,Bank's 
Articles of Agreement expressly provide that the Bank shall make a loan only 
when satisfied th,at .fu.e borrower would be unable otherwise to obtain the loan 
on reasonable conditions, and they also require that the Bank shall have due 
regard to the prospects that the loan will be repaid in accordance with its 
terms and that the Bank shall '' act prudently in the interests both of the 
members in whose territories the project is located and of the members as a 
whole." The Bank is to employ its resources prudently and for constructive 
purposes, having regard not only to the financial soundness of the particular 
loan, but :also to the efficacy of the project for which the loan is made in 
the development programme of the borrowing ~ember, and the effect upon the 
balance of payments of such member. ' 

18. In the opinion of the Commission, it is essential that the Directors of 
the Bank, in interpreting this obligation, should act in the spirit of the 
wide-visioned conception of the " purposes " embodied in the Preamble to the 
Charter of the Bank. That they should is essential if the development and 
expansion of trade necessary to establish. a better economic order is to be 
realized. Until the present uncertainties as to the future of world peace' 
-are removed, the worst war destruction is repaired, greater economic 
st~bility is est~blished, and the .economic. development is more under way, 
~nvate entetpnse ~nd finance w1ll be hes1tant. The Bank was designed tq 
tlde over th1s penod and to pave the way. for individual initiative again 
to play a more active part. 

Adequacy of Existing Facilities 
19. The Commissio~ is impressed by the central importance of finance in 

the successful prosecution of any large development project whether in industry 
. . 
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or·in agricultUre. In considering the matter· of the adequacy of existing 
facilities for providing the external finance which may be required for the 
various activities listed earlier in this chapter, the Commission wishes to make 
two points clear: 

(a) First, there is no dispute that there are certain types ot goods and 
services, essential to a country's development, which, taken by themselves, 
could not easily be financed as specific development projects under any of 
the existing external credit facilities {though the Commission is informed 
that the International Bank would be prepared to consider financing any 
goods or services when forming part of a larger development project). Such 
might be research programmes or educational programmes, the primary 
importance of which has been impressed upon the Commission by several of 
its members with direct experience in the field. This, however, is not 
evidence of a gap in international financing facilities. As indicated above, 
the fundamental need for external finance is for the purpose of covering the 

·net deficit on the external balance of payments of the country concerned. 
Here, as in other types of financing, the well-tried commercial principle 
applies that the finance should be raised, not necessarily on the security of 
the particular goods or services to be acquired, but on the best security 
available for the purpose. A parallel case seen in very recent experience 
was that of Lend-Lease and Mutual Aid, in which it· was an accepted 
principle that there were certain types of goods and services which, for 
political, administrative, or constitutional reasons, were unsuitable for Lend
Lease or Mutual Aid procurement, and that such things should be left to be 
purchased in the normal course of trade and to be paid for out of foreign 
exchange currently accruing from exports and other sources. Lend-Lease 
and Mutual Aid were concentrated on the supplies best suited to them. So 
also, in the development schemes envisaged above, certain supplies and 
services will best be paid for out of the current earnings of the develop
ment country,, and the net deficit on the balance of payments will best be 
financed on the items most eligible for financing by existing institutions. 

(b) Secondly, the indications given above make it clear, and indeed there 
is no dispute, that the aggregate external cost of development schemes 
required to fulfil the objectives agreed upon at the Copenhagen Conference 
is likely to exceed greatly the resources at present available to the Inter
national Bank and that, if those objectives are to be achieved in full, 
further resources will have to be provided. That, however, raises the 
question not of whether the needs under the various heads are of a type 
which could be met from existing national and international institutions, 
but of whether the funds of those institutions will ultimately prove sufficient 
for their purpose. At present the position is that definitive applications 
for development projects submitted to the International Bank are well 
within the Bank's authorized resources. But while it is true that there 
is no strain yet on the Bank's resources, it will be disappointing from the 
point of view of world expansion if very much larger resources do not 
become necessary in a few years' time. 

20. In the light of all the foregoing the Commission is impres-~d with the 
importance of early and effective cooperation among international agencies 
in the formulation of development policies and plans. The assistance which a 
country may need in any extensive development undertaking may involve 
other international agencies as well as F.A.O. Unless there is effective 
liaison among these agencies the effect may be essentially the same as though 
some of the existing facilities had not been available. For example, a 
country would have accomplished little by obtaining assistance from F.A.O. 
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in the stage of preliminary planning and survey,. if later, when it applied 
for a loan from the International Bank, it found that requirements of that 
agency had not been satisfied in such preparatory work. The. question. of 
liaison and collaboration caJ)ls for attention by the appropnate offiaals 
of each international agency. 

Recommendations: 
zr. Th~ Commission accordingly recommends: 

(a) That before consideration is given to the establishment of any_ 
further financial facilities, the existing institutions o:f the United Nations 
should be put to the test. . 
. (b) That in view of the importance of ensuring that needed develop
ment projects are not held up for lack of necessary and proper financing, 
the Director-General of F.A.O. should consult with the proper officials of 
the Inter:national Bank for the purpose of making the most . practicable . 
arrangements for cooperation between the two agencies and of bringing 
about the fullest utilization of their respective facilities in the field of 
development policy and in the planning of individual development projects. 

(c) That the progress of development be kept under continuous review 
so that if at any time a development project or programme of significance 
to agriculture justified on other grounds, has been unable to go forward 
for ~ack of adequate international financial facilities, the Director-General 
of F.A.O. and the Board of Executive Directors of the International Bank. 
should forthwith report the cliocumstances to their respective mem/ber 
governments and to the Economic and Social Council with recommenda-
tions for· any appropriate action. . . 

(d) That where projects need to be undertaken promptly, the country 
concerned should be encouraged~ even though the swn involved may be 
small, to submit an application to the International Bank for such external 
finance as may be required, without waiting until the particular develop
ment can be included in a fully comprehensive project, the adequate 
formulation of which might require considerable time. 

(e) That in view of the importance of ensuring· that any national develop
ment scheme reposes on a wise system of domestic finance in the country 
concerned, the Economic and Social Council of the United Nations should 
be requested to review, and if ;necessary -to strengthen, the international 
services available for advising development countries regarding the intro
duction and establishment of wise internal systems of finance, utilizing the 
services of the specialised international agencies in the area with which . 
each is concerned. 

CHAPTER 5. PRICE STABILIZATION AND COMMODITY POLICY 

I. The instabilirt:~ of agricultural prices has long been recognized as. a 
major obstacle to orderly production and distribution of farm products, leading 
often to severe hardShip and suffering among those who live and work on 
the land. A major factor in this instability is the business cycle with its 
large fluctuations in consumer puochasing power. Maintenance of industrial 
production, busines;; activity and . employment at a continuous high level 
would be the most Important contnbution towards steadying the demand for 
food · and especially towards helping to expand the demand for foodstuffs 
fo: which t~e demand is more ~lastic. Conve~ly, a fall in agricultur3;l 
pnces may. m some. cases be an Important contnbutor to the beginping of 
an economic depression. 
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2- Agricultural prices are peculiarly sensitive because demand is com
paratively inelastic for a large number of farm products and because ~upply 
tends to be inelastic in face of falling prices. The League of Nations' index 
for the volume of world output of industrial goods fell by 37 per cent. 
between 1929 and 1932. The corresponding index for world agricultural 
~mtput fell by only I ~ ~nt. du.ring Ule same ~riod. Meanwhile, the price 
mdex for foodstuffs m mternational trade fell by 47·5 per cent.* This 
suggests how difficult it is to secure downward adjustments in agricultural 
output by reducing prices, and moreover for the farmers the situation is 
aggravated by the fact that in a depre~ion the prices they receive tend to fall 
more sharply than the prices of the things they buy. · 

3· The fear of agricultural surpluses is widespread and has it& roots 
~ the experience of the past. The severe depression of the 1930's instilled 
a fear of overproduction and a lack of confidence in the possibility of an 
expanding world demand. Today the same fears are beginning to return 
and there is a widely expre~ed feeling that in view of the limitation of 

·economic .demand surpluses will inevitably recur in a few years' time. Con
sequently, even under present conditions of world scarcity there is a reluctance 
on the part of producers and governments to go all-out for full expansion 
for fear of over-shooting the mark. 
· "4· It is sometimes too readily assumed that the only way to secure reasonable 

prices for agricultural producers is by restriction of production. The thesis 
is that there is a comparatively inelastic demand in the home market and in 
export markets and that this demand having once been ascertained, production 
must be adjusted to it. The Commission rejects the proposition that restric
tion: must be the first and chief supporting pillar in a system of price 
stabilization. The objectives remitted to us at Copenhagen are two-fold-

, we have been asked to provide for the stabilization of agricultural prices at 
levels fair to producers and consumers alike, and to provide for developing 
and organizing the production, distribution, and utilization of basic foods 
to provide diets on a health standard for the peoples of all countries. It ic; 
particularly to the first of these objectives ;that we addre~ ourselves in 
this Chapter. It is our conviction that the two can and must be achieved 
together. ' · 

s. The discussion which follows in this Chapter concerns not so much the 
minor foodstuffs and agricultural products, but rather the staple farm products 
which are important in national diets and in international trade. While in 
Chapter 6 we shall deal with a selected list of commodities, in this Chapter we 
are more concerned with general principles. We attach importance to formu-

. lating such general principles regarding commodity policy. But we recognize 
that they do not all apply to all commodities and that they would need to be 
selectively developed and adapted to the circumstances of individual 
commodities. 

National Policies and International Markets 
· 6.- The experiences of the past have dealt a serious 'blow to traditional 
methods of unregulated production and exchange of foodstuffs. Today, both in 
exporting and importing countries, many governments are committed to policies 
of price regulation and subsidization designed to maintain farm income and 
to supply consumers with food at prices, and by methods, far removed from 
those which would prevail in unregulated markets and from the price at which 
goods are bought and sold in the international market. Moreover, state 
regulation of production, prices and ·trade (or even state trading) seems likely 

, to continue in many countries, particularly in !egard to agricultural products. 

*World Production and Prices, League of Nations, Geneva, 1938: 
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7. Under these circumstances, the international market for agricultural 

products is by no means a " free " market in the traditional sense of that term .. 
In view of the government action with respect to production, prices, and trade 
which exists in the world today, new methods of marketing and djstribution 
are being adopted. This Commission has thought it right to give particular 
attention to this situation and has discussed at length some of its implications. 
It is, in our view, a situation in which the issues are largely intergovernmental 
and if we are to further the objectives of orderly expansion in production and 
consumption and of freeing the channels of trade, intergovernmental consulta
tion is called for, leading where appropriate to international . commodity 
arrangements. 

Commodity Arrangiments _ 
8. Discussion generally and the I.T.O. Draft Charter in particula£ have 

focussed attention on one particular type of commodity. arrangement, namely1 

regulatory agreements. (A regulatory agreement is-defined in the London text 
of the I.T.O. Draft Charter as" an intergovernmental commodity arrangement 
involving regulation of production, export or import of a commodity <>r regula~ 
tion of prices.") The International Sugar Agreement, and the 1942 Draft 
Wheat Agreement are examples. They include provisions for export quotas, 
regulation of stock-holdings, and in the case of wheat, for price regulation. 

9· At the other extreme, it would be quite possible to have an informal 
commodity arrangement without any specific regulation of prices, trade or 
production. Such an arrangement might provide merely for an annual 
consultation between governments interested in the particular commodity in 
order to review production trends and market prospects. Moreover, there 
may be several types of useful arrangements between these two extremes. A . 
Commodity Council can be a convenient forum for the multilateral considera- ' 
tion of long-term contracts, bulk purchasing agreements, arid other bilateral 
arrangements entered into by governments. · 

IO. Regardless of the particular form which commodity arrangements may 
take, they should all be motivated by genuinely multilater~ considerations. 
They should all of them meet three requirements: first, they should contribute 
toward stabilization of agricultural prices at levels fair to producers and con
sumers alike; secondly, they should, so far as possible, avoid any 'l'estriction of · 
p~oduction and should stimulate an expansion of consumption and an improve
ment of nutrition; thirdly, they should encourage, consistently with OO'llsidera~ 
tions relevant to the national economy of each country,. shifts of production 
to areas in which the commodities can be most economically and effectively ~ 
produced. It is the hope and recommendation of this Commission that the 
commodity arrangements of the future will meet these 'l'equirements. . The 
Commission therefore endorses the objectives laid down in Articles 46 and 47 
of the suggested I.T.O. Charter, in regard to Intergovernmental Commodity 
Arrangements. In view of their importance these articles are set out in full 
below.* 

•Extract from the Report of the First Session of the Preparatory Committee of the . 
·United Nations Conference on Trade and Employment .. (London, October, 1946.) 

CHAPTER VII 
INTERGOVERNMENTAL CoMMODITY ARRANGEMENTS 

ARTICLE 46 
General Statement on Difficulties Relating to Primary Commodities.· 

Members recognize that the relationship between production and consumption of some 
primary commodities may present special difficulties. . . · . 

These special difficulties are different in character from those which manufactured goods 
present generally. They arise out of such conditions as the disequilibrium between 
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I~. In negotia~ing c_ornmodity agreements conforming to these requirements, 

p~cular attention will ne~d to be focussed on the problems of: (a) relation
ship_ ~tween total production and consumption; (b) price determination and 
stability; (c) methods for securing stabilization, including where appropriate 
~eserve stocks, quot~~· and other measures; (d) special price sales for the 
Improvement of nutrition. 

(a) Relationship between total production and consumption 
12. For reasons set out earlier in this Chapter, a disequilibrium between 

production and consumption may, in the case of certain commodities, cause 
serious hardship to producers in the absence of specific governmental action. 
Negotiations of intemational commodity agreements must therefore be lbased 
upon a careful study of the particular circuanstances of the conunodity con
cerned, and the measures agreed upon must take account of the nature and 

. intensity of the difficulties in a given case. 

13. Pa.rtiJCular circumstances differ sharply from one commodity to another. 
In some products, for example fruit, aJililual output fluctuates greatly. Some 

·are easily stored, others highly perishable; some are derived from trees or 
shrubs (such as forests, olives, fruit trees, oil-bearing palms, rubber, tea, 
coffee, cacao) and have a long production period; others involve a high and 
specialized capital investment, such as sugar aroclJ dairy products, which also 
require long-temn planning and production. And, the producers of some have 
difficulty in adjusting production to lower prices !because the conditions of 
soil or climate or the general production methods allow no rapid changes 
in the pattern of production. The Commission has reviewed these and other 
problems of adjustment for a series of agricultural commodities and is con
vinced that no common solution can be devised covering all commodities and 
all different conditions of production. 

14. In any study and negotiation on an individual commodity the Com
mission feel's that readjustment first of all has to be sought in expansion of 
consumption. There are several possibilities to achieve this goal. The 
development of new applications by research and of new markets lby pUiblicity 

production and consumption, the accumulation of burdensome stocks and pronounced. 
fluctuations in prices. They may have a seriously adverse effect on the interests of both 
producers and consumers. Moreover they may have widespread repercussions which would 

. jeopardize the general policy of economic expansion. . . ~ 

ARTICLE 47 
Objectives of Intel'governmental Commodity ArYangements. 

Members agree that intergovernmental commodity..arrangements may be employed to 
achieve the following objectives : 

· (1) To enable countries to find solutions to the special commodity difficulties referred 
to in Article 46 without resorting to action inconsistent with the purposes of the Charter. 

(2) To prevent or alleviate the serious economic problems which may arise w_hen 
production adjustments cannot be effected by the free play of market forces as raptdly 
as the circumstances require. 

(3) To provide, during the period which m:'-y be; necessary, a. framework for t~e . 
consideration and development of measures whtch will have as their purpose econormc 
adjustments designed to promote the expansion of consumption or a shift of resources 
and manpower out of over-expanded industries into new and proquctive occupations. 

(4) To moderate pronounced fluctuations in the price of a primary commodity above 
and below the level which expresses the long-term equilibrium between the forces of 

, !!Upply and demand. 
(5) To maintain and develop the natural resources of the world and protect them 

from unnecessary exhaustion. 
(6) To provide for expansion in the production of a primary commodity which is in 

such short supply as seriously to prejudice the interests of consumers. 
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and education have proved their value for expanding consumption. In certain 
cases decrease of taxation on the commodity in question may greatly help to 
increase consumption. Fu~er. a considerabl~ e~on of consumption ~ 
be achieved for several basic foodstuffs by mtroducmg a system of ..special 
prices for people in need. 

15. In drafting their agricultural production programnies.' governments 
should keep in view such poss~bilities as there may lbe of shifts from one 
product to another. Shifts in production should, however, be carried out so 
as to avoid serious economic and social dislocations. Governments will also 
wish to consider problems of d01mestic production of vital agricultural com
modities in the light of national security. The Commission ois impressed by 
the complexity and.difficulty of these problems, but is convinced that it· is to 
the benefit of the whole world if shifts can be accomplished to promote both 
a balanced relationship between world production and consumption and the 
most effective utilization of the :resources of each country. This will be a 
matter most appropriate for regular consultation among ~vemments Members 
of F.A.O. as suggested in Chapters 2 and 7· 

(b) Price determination an~ stability 
x6. Owing to unil~teral government intervention, the international ·price 

nowadays in many instances differs materially from the price the 'producer 
gets or the price the consumer pays. But it must not be forgotten that tbe 
policies and actions of governments at home have repercussions abroad and 
may exert a powerful influence on price as well as on supply and demand in 
international trade. The need, therefoxe, is to secure international co-ordina
tion, governed not merely by the exigencies of the short-term, but Tather by 
the objective of achieving a long-term equilibrium situation regarding 'pro
duction and consumption as well as prices. We recognize that such a long
temn equtlibriurn can be realized only gradually, often becarnse of the com-
parative inelasticity of demand and supply. . · 

17. Whereas the Copenhagen Conference set as an objective strubilization 
of prices at levels "fair to producers and consumers alike;' the Commission. 
devoted! a loog discussion to the implications of this terminology. It has 
had the opportunity of considering the Caracas resolution on. the definition 
of a fair price* and the postulate of the recent London conference of the 
Preparatory Commission for Trade and Employment on reasonable prices. t 
In cases where a price or price range is negotiated between governments for 
commercial sales, it is for the governments to aim at. a price which as far 
as possible is ,fair to the conditions of living of both producers and consumers. 
In the case of commodities where no intergovernmental price negotiations 
are undertaken, the other techniques of commodity policy discUssed in this 
Chapter may help to steady prices at levels which safeguard the legitimate: 
interests of governments, producers and consumers. The Commission realizes 

. that a single commercial price, however arrived at, will in important instances 
be beyond the means of masses of low income people in many countries. 

• " That the selling price of products be such that it will furnish those countries which 
are in a position to maintain efficient production a reasonable income in order to maintain 
the purchasing power of their people as importers and consumers, at an adequate level 
sufficient to meet the requirements of a decent living ; which objective is attained principally 
on the basis of such working conditions as permit workers to be free from want and by 
furnishing farmers sufficient income to meet their needs and to maintain an even tempo 
of expanded production. Such price must make it possible, nevertheless, for the consumer 
countries to obtain under conditions of.stability and regularity, the products which they 
may have to import." (Third Inter-American Conference on Agriculture; Caracas, 
Venezuela;. July 24-August 7, 1945). · 

t (Commodity) agreements shall be designed to assure the availability of supplies 
adequate at all times for world demand at reasonable prices. (Art. 53, paragraph 4. 
London draft.) 
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Therefore, the Commission makes in a later part of this Chapter suggestions 
for intergovernmental arrangements by which surplus food should 'be ma:de 
available at special prices for the purpose of raising nutritional levels of such 
low income groups. 

18. Against this background we add the following observations . on price 
determination and staJbilization: · 
' ' · First. ln. our belief international air'eement can contribute powerfull \' 

t~ the objective of price stabilization. · 
Secondly. The objective of price stabilization is to provide a foundation· 

of corufidence upon which producers can emJbark on programmes of expand
ing production. This confidence is required whether the producers are 
further fortified lby guarantees from their 0wn governments or not; for 
governments will themselves look for some assurance that the cost of their 
price support programmes will not have to be ianmoderately increased. 

T.hirdly. At the present time the prices of soane. agricultural products 
not only vary widely from country to country ibut are intensely influenced 
iby scarcity and inflationary pres.c;ure. By sta:bilization we do not neces

. sarily intend stabilization of the existiilg level of all a.gricultural prices. 
Fourthly. The objective of stabilization should be to smooth out cyclical 

and seasonal or periodic price fluctuations, not to withstand movement;; 
.of a secular character due to a persistence of excess or deficient pro
duction. 

• Fifthly. Careful consideration should be given to the relationship between 
th~f stabilized price and the price of other commodities directly or indirectly 
related. The Commission is well aware that one danger of approaching 
these problems by way of individual commodity agreements is that these 
relationships may easily be overlooked. 
· Sixthly. It is contemplated in the I.T.O. Draft Charter that commodity 
agreements should ibe negotiated for periods not exceeding five years. 
·u seems to us desirnlble that price clauses, if forming part of the a:gree
ment, should be reviewed more frequently should serious unforeseen 
difficulties develop .. '. 

Seventhly. In the case of some commodities a fixed price might be 
negotiated; for others, a price range consisting of a minim·um (" floor") 
and maximum ("ceiling") price; for yet others the agreement may contain 
no article· regarding price, relying on other measures for securing price 
stability. Where there are differences in grade or location, price differen
tials would have to be determined. 

(c) Stabilization measures 
I9. Any international agreem~nt regarding a fixed price or range of prices 

can. only be effective if supported ;by various measures which will help to 
sta;bil.ize prices in face of variations in supply or in demand. These measures 
will differ from commodity ·to commodity and what is appropriate will have 
to .be worked out in the negotiation of individual commodity agreements. 
Without attempting to consider . exhaustively the different methods ~hich 
may be applicable, we discuss below certain of the more important techmques · 
which have already emerged as proposals in the commodity agreements 
of the past. These are (i) reserve stocks; (ii) quotas; (iii) long-term contracts; 
and (iv) rules· regarding non-participants. 

I 

(i) Reserve Stocks 
20. Stocks can never be an end in themselves. . They entail some wastage, 

considerable cost, and, unless wisely mana-ged, may even become a means 



3l 
of withholding supplies from consumption. The extent to :which a com
modity agreement can include provisions for reserve stocks depends upon 
a variety of circumstances, as for example, upon the cost and. practicability 
of storage and the objectives which could effectively be met by stock
holding. Wheat and certain other grains can in many countries ibe stored 
for considerable periods without prohibitive cost. On the other hand, the 
storage of certain livestock products is expensive and of many fruits and 
vegetables virtually impossible. 

Yet even as regards perishables, it may in some cases be possible · to 
transform tempora.xy surpluses into moce storable produets iby suitable 
processing. 

2r. In the case ·of storable products, however, reserves wisely uSeq. can 
make an important contribution to our objectives. We envisage reserveS 
of three kinds: working stocks and, in certain instances, famine reserves 
and price stabilization r~rves. 'We are advocating international agree
ment on the management of famine and · price stabilization reserves, lbut 
we are not advocating that they be financed internationally. In the hands 
of individual members all reserves will be one stockpile, different · parts 
of which may be on call under certain prescribed circumstances. 

22. By working stocks we understand the quantities which each nation 
needs to cover its own requirements. This includes pipeline (normal fhlpping ·, 
and distribution) requirements, a re5€11"Ve against· crop fluctuations, and 
in the case of importing countries, a reserve against fluctuations in import 
supply; or in the case of exporting countries, a reserve to help maintain 
their export markets. · Subject to commitments lllllder an international agree
ment, each country will hold such working stocks as it considers desirable. 

23. Beyond this we recommend in the case of essential ·foodstuffs. the 
creation of a Famine Reserve as soon as the supply position permits. This 

· will be necessary particularly ,foc bread grains and · rice. It might later 
be possihle to estaJblish a famine reserve also of such commodities as pro
cessed milk, preserved eggs, meat, and fish. We prop~ that this· reserve 
would be held nationally !by exporting and importing countries for use' 
nationally ·and internationally under agreed conditions. . In our view it is 
important that every country should have the security of knowing that the ' 
world is holding food against the risk of successive short craps or of other 
natural disaster. The amount of reserve to be carried by each member 
will •be decided for each commodity by international agreement and each 
member will bear the cost of carrying his own share; But the distribution 
among members of the aggregate burden should be equitable !both as to 
carrying cost and as :regards any loss which might be incurred in distribu.: 
tion to famine areas. As the purpose of the famine reserve is to· relieve 
urgent needs, the World Food Council (see Chapter 7) should be authorized 
to ask for shipments from any country without deiay, allowing for. adjust
ments later. Contrihutions should be in kind, so far as feasible, on the 
basis of an equal percentage of the total reserve. 

24. For certain commodities where the problem is mainly ·one of season~l 
and cyclical price fluctuations, we recommend the creation of Price Stabiliza
tion Reseroes. These are what are sometimes called 'buffer stocks. The 
idf'.a. usually suggested is that a buffer stock agency or rugencies should 
undertake to buy any quantity of the product offered at the floor price ~d 
to sell any quantity demanded at the ceiling price. Thus in a period of 
low prices, the agency would be accumulating a large commodity reserve and 
thereby would prevent · the price falling through the floor. In times of 
scarcity the agency would make releases from its stock in order to prevent 
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the price from going through the ceiling. The Commission agrees that in 
suitable conditions such reserves can perfcmn a useful function, but is 
convinced that upper limits must be prescribed for the amount of the 
reserves, although opinions differ as to how large a reserve would be needed. 
The differences depend upon the view taken as to the length and gravity 
of future economic depressions, and upon the commodity involved. The 
device of a Price Sta!bilization Reserve can be applied with advantage only 
where demand or supply fluctuates sharply over the short term. If it is 
consumption that fluctuates, the reserve serves to assure a stable outlet 
for producers; if it is production that fluctuates, it serves to assure stable 
supplies for consumers. Price Sta,bilization Reserves, however, cannot solve 
the problem of persistent surpluses. 

25. The proposal was put to 'llS in two forms. · First, that there should be 
an international agency, provided with funds subscribed by member govern
ments, and that this agency should itself own and dispose of the reserves. 
Second, that the stocks should be nationally held, but administered under 
internationally agreed rules. We tb.ave come to the conclusion that this second 
alternative is the only practical procedure under present conditions for the 
commodities which we have considered. lt has become clear to us that many 
important governments are unlikely to accept the obligation of making large 
financial contributions to an international Price Stabilisation Reserve. For 
some countries such an obligation might aggravate their balance of payment 
problems rand by establishing a prior charge on their exchange resources, 
might merely force them to restrict current trade. Finandal·and balance of 
payment problems, are, of course, involved in national stockholding, but they 
are of a more "tractable nature. There rare also· problems connected! with 
·the storage of nationally. held reserves which should be examined when a 
commodity a-greement is being negotiated. 

·26. 1We therefore recommend that, where appropriate, provision should be 
made for special price stabilization reserves, to be accumulated by eactb. 
member when prices .in international trade drop to the floor, and to be sold 
when these prices rise to the ceiling. Such reserves should be accumulated 
first by exporting countries, andl only upon request by an exporting country 
tliat has filled this reserve to the agreed level would importing countries thave 
to fill up their price stabilization reserves. Similarly, when prices are at the 
ceiling, importing countries will draw on their price stabilization reserve for 
their own requirements before calling on exporting countries to sell from their 
price stabilization reserves. To minimize balance of payments difficulties 
importing countries should have the right to claim balance of payment waiver 
under conditions to be determined. Exporting countries should have the 
right to draw on their Price .Stabilization Reserve to meet their domestic 
requirements and maintain their normal export trade. -

27. Any exporting member country may give notice to the authority 
a<hninistering the commodity agreement that in lieu of accumulating stocks 
for a Price Stabilization Reserve, it intends to .maintain its production over 
a stated period in excess of that required for domestic consumption and com
mercial export sales anticipated at the floor price. With the approval of !he 
Commodity Council, suah member may_ thereupon. sell i!s excess production 
in agreed amounts over an agreed' penod at spec1al pnces below the floor 
under the rules established for suah sales, and! subject to the understanding 
that the first claim on its total exportable supply is for -the satisfaction of 
commercial demand at the floor price, allowance being made for minor day..: 
to-day price fluctuations and for prices to rise if such -first charge does not 
suffice to maintain them at the floor. . , 



33 
(ii) Quotas 

28. Quota; are a quantitative expression of international agreement regard
ing imports or exports (and in some instance production). During the 1930's 
quotas were a regular feature 'of most international commodity agreements, 
and indeed:, where there were no provisions for reserve stocks, the members 
of those agreements frequently sought to steady the price by adjusting the . 

. quotas in response to changes in volume of output or consumption. For some 
commodities quotas have to be the basic device of the agreement. In all 
cases they ought to be flexible and a9justable, must not interfere with the 
normal trade channels more than is necessary and must be non-discriminatory. 
The vital interests of all participating countries must be taken into full 
account. Most often quotas will form part of a more comprehensive arrange
ment covering prices, stocks, and measures to expand production or 
consumption, as the case may be. 

29. :when used in the right and! proper way, quotas may achieve a common 
and fair sharing of the burdens of shortage or overproduction, by all 
interested countries, both producing and consuming. The Commission is 
aware that in the case of overproduction the burden usually rests upon ex
porters, in the case of a shortage, oonversely, upon importers. On the other 
hand, quotas have cer,tain dangerous aspects. They may pe:r;petuate a given 
distribution of production between oountries and thus impede desira,ble pro-· 
duction shifts. Stabilization of price by quotas may be at the expense of the 
quali>ty or quantity marketed. Furthermore, unless they constitute only
one element in a commodity agreement containing many more positive pro
visions, they may leaJdl very quickly into programmes Of production restriction. 
Weighing up the advantages and disadvantages, it is our view th3Jt subject to 
adequate sa~eguards quotas can be usefully written into international agree
ments for certain types of 3Jgriq1tural, products. 

30. The exact rule of quotas will differ from commodity to oommodity. 
In the case of a commodity like wheat, we recommend that the principles of 
export regul3Jtion and the proportionate quotas of individual members shoUld 
be agreed when the commodity agreement is originally drawn up. But they 
should be brought into operation only when, in spite of provisions, if any, 
for reserve stocks, a condition of world scarcity or worldi surplus is anticipated. 
If quotas remain in operation at the end of the period of ,fue a,greement, there 
shoUld be a review of production policies and of the price range, bearing in 
mind that producing countries will require time to make whatever adjust
ments are required in their agricultural pattern, and that during the adjust
ment period every effort should be made to maintain price sta,bility. 

3'I. There may be other commodities, such as SUJgar, where quotas are 
employed in a commodity agreement but not i~ conjunction with any agree
ment as to price. In suoh cases, quotas besides tending to equate· demand 
and supply in the interest of price stability are used to secure to exporting 
countries a fair share in a market which. could not be expanded materially 
by any practicable change in price policy. In the case of sugar, because of 
the existence of excise taxes and import restrictions, a mere reduction of 
price can do little to achieve a significant expansion in consumption. 
. 32. Finally, export quotas will often be required as an administrative 
necessity in programmes for sales at special prices in order to demarcate the, 
commercial export trade from the special price exports. 

I 

(iii) Long-term contracts 

33· While long-term contracts first emerged on a significant scale during the 
war, there is an_ incx:easing ten,dency tQ cont).nue tl:).~i~ qs~. It is therefore 

5584~ . . . ~ 
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necessary briefly to consider their advantages and disadvantages. An im
portant aim of long-term contracts is to extend into the international field 
assured markets for producers similar to those which they enjoy domestically 
within many countries. But some delegations claimed that long-term con
tracts tend to interfere with desirable shifts in resources. The chief dangers to 
avoid are discriminatory and prejudicial effects on countries which are not 
parties to the contracts. To meet these dangers, the Commission recommends 
that long-term contracts should be made in conformity with the relevant 
principles of the suggested I.T.O. Charter, and that the following propositions 
might be further consi.dered:--.-

(a) That contracts should he negotiated with_in the framework of inter
national trade policy and multilateral commodity arrangements; 

(b) That there should be some limitation on the proportion of a producing 
country's exportable surplus that an importing country may contract; 

. (c) That when economic conditions have become more normal. the price 
at. which products of like quality are sold under contracts having the same 
terms should be the same to all countries, unless with the approval of 
the appropriate international authority a different price is applied in 
particular instances; 

(d) That importers should not manipulate stocks for the purpose of secur
ing exceSsively low prices, nor should exporters for the purpose of securing 
excessively high prices; · 

(e) That long-tenn <;ontracts should include a clause providing that the 
terms and conditions should be subject to review and adjustment at stated 
times. · 

. (iv) Non-participants 
34· ,When a commodity arrangement is negotiated, all efforts should be 

made to achieve participation by all countries substantially interested in the 
production, consumption, or trade of that particular commodity. In the 
past, some aJgreements suffered and could not work smoothly due to lack of 
representation by large consumers groups or the reluctance of outsider pro
ducers to join the scheme. But while, as a general principle, participation 
should be open to all nations, no country can be forced to enter into an 
agreement. Voluntary membership, based upon mutual advantage should be 
the keynote of all commodity arrangements. As it may be impracticable for 
every country having a small interest in a commodity to participate in the 
agreement, non-participating countries should be assured of equitable treat
ment. The interests of smaller importing countries must be safeguarded by 
a non-discriminatory, regular supply. In the case of non-participating ex
porters, it would be .unfair if they were allowed to profit 'llllduly from the 

· sacrifices ·made by participants. Both for importers and exporters the 
principle must be equitable advantages in return for equitable obligations. 
In our view, the rules governing relations with· non-members of a commodity 
agreement, while in general following the terms of the I.T.O. Charter, must 
in their particulars and details vary fro:rb commodity to commodity and be 
the subject of a negotiation. 

(d) Special Price Sales For the Improvement of Nutrition 
35· For many years there have been in operation in various countries pro

grammes for the disposal of products on special terms and conditions to people 
in need. These have included school lunclles, other direct distribution 
programs, and such devices as food stamps whioh enable low income groups 
to obtain additional quantities of specified foods through the shops. In some 
countries during the war years certain foodstuffs were made available to 
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vulnerable groups free of charge or at especially reduced ·prices. There is 
no doubt that such programmes could be advantageously adopted in a. 
number of countries, and that other programmes could! be worked out that , 
might prove of great value. All these endeavours, however, mainly concern 
the more advanced countries where the problem is mainly one of assuring that 
low income groups and vulnerable groups have access to the food they need. 
In less developed countries where a large part of the population is under
nourished, certain nutritional programmes oa.n no doubt be worked out and 
we understand that F.A.O. is anxious to :promote these. But the primary 
problem for such countries is how to obtain a general increase in the supply 
of food. This is the problem to which the "Proposa!ls for a World Food . 
Board '', laid before the Copenhagen Conference, directed the attention of · 
the World. · 

36. As we have stressed in earlier chapters, chronic malnutrition is a 
problem which should be dealt with primarily by long-term measures' looking 
to remedy of the underlying causes. Long-term solutions would necessarily 
require: (a) improvement of indigenous production iboth as regards quality 
and quantity of those foods most needed for improvement of nutritign which 
could be produced economically in the area; (b) improvement in the distribu
tion of food; (c) improvement in the practice of nutritional principles within 
the oceas; and (d) general economic development including expanded prO:. 
duction and exports of commodities in which the area has comparative 
advantages. In brief, the obligation upon every nation that• accepted the 
Constitution of F.A.O. is " to raise levels of nutrition and standards of living 
of peoples under their respective jurisdiction." SeM-help is the first require
ment and the only means by which a permanent advance can, be made in 
fue nutritional levels of one thousand million people in undernourished 
countries. On this we have already made recommendations in Chapters 2 
and 3· 

37. But even assuming bold programmes. of economic development, it Will 
be many years before some of these countries are aJble Ito produce an adequate 
food supply or can afford to supplement their home production with food 
imports on any g'l"eat scale. Meanwhile, the serious nutritional need remains 
a:nd may even impede the best devised programmes of self-help. On the other 
hand, it has been put to us that some exporting countries might wish to· 
produce as a regular feature over a period of time more than could ·be sold 
in the commercial markets with their limited elasticity of demand in regard 
to important agricultural products. In the case of wheat, for instance, the 
delegations of three exporting countries, the U.S.A., Canada and Australia, 
have stated that their !farms are now equipped and. organized to produce 
wheat efficiently at the current level of output. Some of these countries under 
their agricultural policies, may have to incur expense jf they have to restrict 
plantings or divert •land to other use. These delegations have stated, more
over, that in some instances curtailment in wheat plantings would make it 
necessary for many farms to operate ·below thej.r installed capacity and 
might well lead to increased costs per bushel rather :lihan reduced costs. 
Diversion of food to non-food uses might also involve producers or nationa:l 
treasuries in financial losses. 

38. The problem is how to marry the potential production with the manifest 
need. So long as the potential extra production has no outlet except the 
general export market at the commercial price, it will not be produced, foc 
it would only depress the price without materially widening th,e market. 
~ut if the pr~ucers can be given the assurance both of a ·reasonable price 
m the commerCia.} malfket proper and of a steady outlet for excess production 
at special prices, then the way is open for essential foodstuffs, which exporting 
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countries might be prepared to sell at special prices, to be made available 
to 'countries in which a large section of the population suffers chronically 
from malnutrition, or elsewhere in connection with specific nutritional or 
food distribution programmes. This is a system which could be useful for 
breadgrains and rice, basic foodstuffs for the mass of the population of 
the world, and in certain circurm.tances for such protective foods as citrus 
fruit concentrates, dried fruits and vegetables, dried fish, and some live
stock products. In the last tinstance, such programmes might be facilitated 
by special price programmes for feedstuffs. 

39· Such a faT-reaching proposal we feel to be warranted having regard 
to the conditions which we have portrayed. Nevertheless, its qualifications 
must be recognised. First, the surplus sales arrangements must be fitted 
into the agricultural production programmes of the exporting countries. 
Second, the cost to the exporter of providing supplies at special prices must 
not be recovered by transferring any part of the burden to the price of com
mercial exports. Third, since in total the sales at special prices are likely 
to be substantially smaller than the sales at commercial prices, which in 
turn constitute only a small part of the world's agricultural production, such 
disposal programmes can make only a limited contribution to the nutrition 
of the less developed countries, even though production may be expanded 
..n some countries for the purpose of making special-price sales. 

40. For a system of special disposal programmes to operate, an essential 
requirement is that the commercial market be effectively separated from the 
special price market. This may be done by various devices such as quotas, 
price-fixing, or seasonal restriction on special price sales of perishables.- It will 
also be nzcessary for the recipient countries to provide adequate assurances 
and safeguards that any special supplies should be directed to the people 
in need, should not be resold in the ordinary commercial market, and should 
not be re-exported. 

4r. This Commission is impressed by the fact that for certain nutritional 
programmes receiving countries may need to be assured of supplies at special 
prices over a series of years. In such instances the arrangements between 
supplying and receiving countries would have to cover an agreed period 
Qf years as well as agreed quantities, the agreement being binding subject 
only to a waiver covering specified contingencies such as war or crop 
failure, and the first charge for commercial demand. Exporting countries 
should, in addition to using their best endeavours to programme the requisite 
output, hold sufficient stocks to minimize the risk of recourse to the waiv~r. 

42. Certain countries importing at commercial prices have stressed that 
the principle enunciated by the Commission in paragraph 39 that the 
exporters' costs should not be recovered by transferring any part of the 
burden to the price of commercial exports, is essential to their co-operation 
in special price arrangements. Safeguards are necessary such as those 
contained in paragraph 27 of this Chapter and in sections 3 (d) and 5 of 
the guiding principles of an International Wheat Agreement as set out in 
Chapter 6, but the specific safeguards will vary from commodity to com· 
modity. 

43· Generally speaking, therefore, we envisage the following procedure: 
F.A.O. on the basis of requests for foodstuffs under the special price pro
gramme would examine (a) the proposed nutritional programmes; (b) the 
nutritional needs of the country concerned; (c) the country's programmes for 
agricultural production and development. On the other hand, it would also be 
for F.A.O. to inquire what quantities of what commodities the exporting 
C()Untries were I?repared to make available at special prices. The findings 
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on both the supply and demand would th~n 1be passed to the World Food 
Council for recommendations as to action. In the light of the general policy 
laid down by the Annual Session of the F.A.O. Conference the findings 
and recommendations for a given commodity would then be passed over 
to the appropriate Commodity Council, if any. The World Food Council 
should take into consideration the interrelationships between commodities 
and, subject to the primary need to secure a minimum calorie intake for 
human beings, should explore opportunities of linking special price pro
grammes for feedstuffs with corresponding programmes for livestock pro
duction. 

44· We recommend that in the cases of commodities suitable for special 
price sales, the conditions under which that commodity might be made 
a vaila.ble should be written into the international commodity agreement 
or arrangement. On this basis the Commodity Council (or corresponding 
body) would endeavour to reach an understanding among its members a:!? 
to the quantities to .be sold at special prices, the prices to be applie-1 
and other general terms and conditions of such sales. Detailed arrangements 
would 1be left for settlement .between supplying and receiving countries, OI!. 

condition, however, that they always !remain within the framework of a 
multilateral arrangement. · · 

45· Two further points have to be considered in connection with ~such a 
plan: · · 

(a) Some delegations have pointed out t.hat circumstances may arise 
in a period of international balance of payments difficulties where sales 
at special prices would operate to intensify these difficulties. F.A.O. 
should therefore maintain contact with the International Monetary Fund 
on the possible monetary repercussions of international sales at special 
prices; and members should, upon request, submit the respective financial 
arrangements to the I.M.F. and, !Without being required to invalidate 
existing contracts, should give weight to any opinion whi.ch I.M.F. might 
express on the matter. 

(b) We recognise that the principle by which each exporting country 
bears the loss, if any, on its own sale at special prices has the consequence 
that, should the chief exporters of a product be unable to afford to sell 
any consideraJble quantity at prices involving substantial losses, a special 
price disposal arrangement would be unable to proceed. Nevertheless, 
this Commission does not feel aJble to make any recommendation to meet 
this difficulty. 

General Conclusions 
46. We believe that the procedure sugge5ted in this Chapter provides in 

respect of 'international agricultural commodity policy, an adequate frame
work in which to achieve the general Copenhagen objectives. In the liglit 
of what has been said in previous chapters we wish to emphasize once 
again that our main object must be to promote an expanding world ·economy 
and the establislunent and maintenance in all countries of high levels of 
production and real income. In the field of agriculture and nutrition, this 
involves international consultation at two stages: first, annual !review of 
national production and consumption programmes; and second, continuous 
studies and, where necessary, joint planning about particular commodities 
entering into world trade. . 

47· In the past, international consultation has too frequently been con
cerned with plans for dealing with burdensome surpluses by curtailing pro
duction. We believe, on the contrary, that the more serious danger facing 
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the :world is a general tendency to play for safety and not expand pro
duction fast enough. In our view, international consultation and commodity 
arrangements are needed for the following reasons: (i). to harmonize con
flicting national policies; (ii) to remove the fear of future burdensome sur

·pluses; (iii) to avoid an unbalanced development of world agriculture; (iv) to 
promote a general all-round expansion of production of foodstuffs and of 
raw materials to meet the needs of expanding industry; and (v) to advance 
the levels of nutrition and living of the peoples of the world . 

. CHAPTER 6. RECOmiENDATIONS IN REGARD TO CERTAIN 
COmiODITIES 

I. This chapter sets out the Commission's conclusions and recommendations 
in regard to particular commodities. 

2. In the case of wheat we have secured a wide meaSure of agreement be
tween the delegations of the principal exporting and importing countries as to 
certain provisions, which might be considered in drawing up a new Inter
national•Wheat Agreement, and we believe that these may be found useful in 
negotiations at the forthcoming meeting of the International Wheat Council. 
Similarly we believe that our agreed recommendations about sugar may help 
the International Sugar Council in drawing up a revised international sugar 
agreement. 

3· The other products examined are: rice, livestock products, oils and 
, fats, fish, tea and cocoa, cotton, wool and timber. In addition we have in

cluded brief references to fruits and vegetables. We regret that in the time 
ava.ila.ble it has :not been possible to deal with com (maize), rye, barley 
and other grains, or with tobacco and coffee, all of which require further 
study by F.A.O. 

4· Each of these commodities, or groups of commodities, has special features 
of interest and difficulty, and we have not attempted to make exhaustive 
studies or reach final conclusions. Our main concern has been to underline 
points of outstanding importance and to leave further examination of the 
highly technical problems involved to Commodity Councils or to specialized 
international study groups. A n'lliDber of technical memoranda have been 
prepared for us which have been a· valuable guide in our deliberations on 
several commodities. For those of the most important products, wheat, rice 
and sugar, we reproduce these background memoranda as Appendices V, 
VI, and VII respectively. 

WHEAT 

Introduction 

5· The Preparatory Commission has given ·much thought to the problem 
of wheat both because of its importance in world trade and .because a new 
International Wheat Agreement will shortly be negotiated under the auspices 
of the existing •Wheat Council. The Commission has had before it the attached 
Report on •Wheat (Appendix V) giving the background to these discussions 
and has also heard evidence from the Secretary of the International Wheat 
Council. 

6. In nearly all countries, wheat ha;> for long been ~ubj~ct to v_arying de~es 
of protection and price support. This has resulted m w1del:y divergent pnces 
in different countries and has -been a ·persistent source of mtergovernmental 
friction. Wheat production reacts slowly _to ~eclining prices .. In times C?f 
general depression, producers tend to mamtam and even to mcrease the1r 
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. acreaJge under wheat in an effort to expand reduOOdl incomes; Wheat :con

sumption is also inelastic, particularly in countries with a high· standard of 
nutrition. In times of prosperity, poorer countries may eat more, but direct 
human consumption in richer countries may even be reduced. In bad •times, 
poorer countries cannot afford to increase their consumption. A small excess 
of supply, therefore, results in a disproportionate fall of prices, particularly 
where there is no profitable alternative open to producers. i 

7· !Before the war, there was a chronic surplus and attempts were made 
to stabilize prices by limitation of production and exports. Under present 
conditions of world scarcity the fust objective must be to increase production 
and consumption without endangering producers' welfare and then to 
accumulate sufficient reserves to insure against recurrence of famine and crop 
failures. · 

8. Adequate but not excessive stocks are also needed to promote. price 
stability. The Commission is convinced that the solution of the world's· 
wheat problem is to be SO'Ilght in the direction of steady expansion of con
sumption rather than in restriction of production. 

9· The Commission puts forward the following recommendations as to 
the guiding principles that, in its opinion, should be followed in drawing up 
an International iWheat Agreement: · 

Guiding Principles of an International Wheat Agreement. 

(I} Objectives 
(a) To co-ordinate and reinforce national policies designed to promote 

greater stability of wheat prices. · 
(b) To e~tablish a coordinated system of world whea.t -reserves tih.rough 

.DJaJtional holding of stocks adequate to insure against crop failures and 
famine. 

(c) To promote increased consumption, paying attenti.on particularly to 
the nutritional needs and programmes of members. 

(d) To provide security for efficient producers and to encourage the use. 
of areas unsuirt:ed rt:o wheat production for more suitable products. 

(2) Prices 
A price range should ba negotiated for international transactions in 

wheat. For ll:his purpose a basic minirnJun (floor) price and a basic maxi
mum (ceiling) price would be set for one grade of wheat agreed :to be most 
representative of international wheat prices and price schedules would be 
calculated by the International W4eaJt Council for other selected represen
tative grades. These schedules would be binding for the trade in wheat 
among members of the agreement. · · · , 

(3) Stocks 
(a) Exporting and importing members should aJgree on maximum and 

minimum amounts of stocks of old wheat to be held at the end of their 
respective crop years, allowing for such stocks to fall below such minima or 
increase above such maxima, in certain oases specifically agreed upon, such 
as crop failures or droughts and bumper crops respectively. 

(b) As part of their minimum stocks, each member should underrtake 
to hold an agreed quantity as part of an iiJJI:ernational famine reserve which, 
in case of need, would be made available on appropriate terms to a member 
country, or art: the CoWliCil's discretion to non-members. · ·. _ . 

55849 :5 4 -
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(c) :Within the spread between the agreed minimum and maximum stocks, 

provision should be made for special price stabilization reserves, to an 
amount limited by agreement, to be accumulated by each member when 
.wheat prioes lin internationalitrade drop to the floor,' and :to be sold when 
these prices rise il:o the ceiling. Such reserves should be accumulated first 
by exporting countriell, and only upon request by an exporting country 
that has filled this reserve to the agreed level would importing countries 
have to fill up their. price stabilization reserves. Similarly, when prices 
are a.t the ceiling, importing countries will draw on their price stabilization 
reserve for their own requirements before calling on exporting countries 
to sell from their price stabilization reserves. Importing countries should 
have the right to claim balance of payment waiver under conditions to be 
determined. Exporting countries should have the righrt: to draw on their 
Price Stabilization Reserve to meet their domestic requirements and main
tain !their normal export il:rade. 

(d) Any exporting member may give notice to the Wheat Council that 
instead of ac~umulating stocks, either wholly or in paiTI:, for a price stabili
zation reserve, it intends to use its best endeavours to maintain its produc
tion ov~ a stated period in excess of that required for its domestic 
consumption :and commercial expont sales antidpa.ted a.t the floor price. 
With the approval of the Wheat Council, such member may thereupon 
sell out of lthis excess production, agreed amounts for. an agreed period, 
at special prices below the floor price, under the rules e!>tablished for such 
sales, and subject d:o itbe understanding that the first claim on its total 
exportable supply is for the satisfaction of commercial demand at the floor 
price, allowance being made for minor day-to-day price fluctuations and 
for prices to rise .if. in spi:te of such first claim, the supply does not suffice 
to keep the price down il:o the floor level. 

(e) MemberS should undentake to keep the Wheat Council continuously 
informed of the amount, quality and location of their reserves to the end 
that the tWheat Council keep full international accounts of such reserves 
in terms of wheat and keep members informed of their position in regard 
to the obligations as to the accumulation, holding, or disposal of such 
stocks. · · · 

{4) Exporl Supplies 
. The Agreement should recognize the principle of management of export 
supplies, when for'aoy.export-programme year-in spite of the provisions 
made in (3) (c) aboye for the management of stocks:-a condition of world 
scarcity or world surplus of wheal!: is anticipated. The former might be 

· agreed il:o be the case when expont supply is or is expected to be smaller 
than import demand at the ceiling price; and lthe latter when export 
supply is or is expected to be larger than import demand at the floor price, 
taking into account in both cases any obligations under Section (3) above. 

(a) Under conditions of scarcity, recourse should be had to inter
nail:ional programming and allocation of expo;t supplies. 

(b) Under conditions of surplus the Wheat Council should estimate 
the anticipated total import demand and obring into operation a pre
viously a:gr~ ~ystem of export quotas. 

(i) This overall export quota should be allocated among the various 
exporting members on the basis of percentages to be agreed. Export 
quantities unlikely to be shipped by a member during its crop year 
might be transferred to other members. · 
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o(ii) The overall export quota should be adjusted during any crop 

year if it <becomes apparent that the import demand is larger or 
smaller than was assumed when the overall quota was determined. 

(iii) Exporting and importing countries shall ·take appropriate 
measures to make quotas or any adjustment thereof immediately 
effective. 

(iv) As a transitozy measure durjng the cha.p.geover from the current 
wheat scarcity to the prospective wheat surplus, quotas might, with 
the approval of the Wheat Council, be used to prevent too sudden a 
fall in prices. 
(c) Purchases from and sales to. non-members. should be regulated 

by providing that-irrespective of price-exporting members sell to non
members in times of scarcity only after 1he normal demands of jmporting 
members have been satisfied and importing members buy from non- · 
members in times of surplus only after they have purchased their normal 
import supply from exporting members. (" Normal " as used in this 
and other paragraphs IWould need to be defined in the Agreement.) 

(5) Sales at Special Prices 
(a) Under conditions of surplus as defined above, provision should be 

made enabling exporting members to sell for agreed periOds, quantities 
of wheat, to be agreed <by the iWlheat Council, at special'· prices (below 
the floor price), also .to be agreed by the iWheat Council, to Governments 
of countries undertaking to use such wheat for nutritiOnal needs and 
programmes approved by F.A.O., which should also keep in touch with 
the I.M.F. in conformity with Paragraph 45 of Chapter 5· . · 

(b) Appropriate conditions, to be agreed 'by the Wheat Co~, should 
be attached to the supply of wheat at special prices. They· inay include 
undertakings:- _ 

(i) To desist from any exports of wheat as lonrg as they import wheat 
at the special prices and to prevent the wheat sold at the special prices 
from being resold in regular l!llal1kets; ~,,,, 

(ii) To continue their normal imports of wheat at current market 
prices; and ·,_ · . -

(iii) To pass on the 1benefit resulting from the reduced· price in .full 
to the ultimate consumers in accordance with the approved programme. 
(c) The Wheat Council should be a;uthorizedl an<;! directect to .supervise 

all special price sales of wheat and provision shoUld be made for any 
member to call for an investigation by the Wheat .~Council .as to whether 
. the general principles of the particular conditions attaching to such sales 
are being fulfilled. F.A.O. should tbe authorized to· supervise special price 
sales in regard to (iii) a!bove. , ·b,J: · 

(6) Provision for Periodical Review ·' :· 
. (a) [f a world surplus of wheat persists over an agr~ period, con-

sultation among exporting and importing members should aim at improving 
this situation by such means as-

(i) !Review of stock-holding provisions." 
{ii) ~~ew of prod?ction. polici~ of both. impo~ and exporting 

co?Otnes m co-operation "?th F.A.O., IooJ?ng especrally at gradual 
shifts away from unecononuc wheat production to production of more 
suita!ble crops. . 

(iii) Review of the price-range, looking at lowering either the price 
ceiling or both the price floor and ceiling. . . 
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(b) If a world scarcity of wheat exists or is expected, consultation· 

~on~ exporting and importing members should aim at alleviating this 
Situation by such means as- · 

(i) Temporary allocation of supplies on an equitable basis and use 
of the. famine reserve; 

(ii) Review of stock-holding provisions and release of stocks; 
(iii) Stimulation of production in suitable areas and, if necessary, 

reconsideration of the price-range. 

(7) Duration, renewal and termination 
(a) The Wheat Agreement should 'be concluded for a period not in 

excess of five years. 
(b) If there is a prospect for the continuation of a world surplus of 

wheat beyond the d'lll"ation of a current wheat agreement, members should 
·begin to renegotiate it early enough to permit conclusion of the new agree
ment before the expiration of the old one. 

(c) Should the a1greement not be II'enewed at a time when stocks were 
a:bove agreed minima, countries should remain under obligation to reduce 
their stocks only at an agreed rate. This obligation might be embodied 
in a memorandum of agreement atta~ed to the wheat agreement proper. 

SUGAR 

10. The production of sugar from cane or beet can be undertaken in 
nearly eve:ty country. Cane sugar is produced in nearly all tropical areas 
and beet sugar in many of the temperate countries. Only a few countries 
produce an export smrplus of beet sugar, the most important being 
Czechoslovakia and Poland. The principal exporters of cane sugar are 
Cuba, Java, !Australia, South Mrica, Dominican Republic, Philippines, 
Brazil, Peru and many British, French and U.S. overseas terntories. 

II. Costs of production vary widely in different countries mainly owing 
to differences- 'of climate, environment and labour conditions. In many 
countries where costs 3!l"e high. production is efficient and the higher costs 
are the result of a better standard of living. A high level of technical effi
-ciency and of capital investment is required for the production of sugar, 
and in ,both cane producing and beet producing countries the industry 
is generally of long standing and forms an integral part of the agricultural 
economy. 

12. In the years before the war, it is estimated that about go per cent. 
of the world's total sug3!1" production was subsidized or protected by tariff 
provisions, or subsidies in various forms. 
. 13. From 1927 to the outbreak of World ,war lii, the world sugar problem 
was one of over-production, in lfelation to effective demand, and excessive 
stocks. Surp1tls supplies, both actual and potential, hung over the market 
and prevented world prices rising to a remunerative level. Repeated efforts 
were made by producers' organizations and international conferences to 
regulate supplies coming on to the market in such a way as to raise prices. 
to a level which would give producers a reasonable return. But .these efforts, 
which culminated in the International Sugar Agtreement of 1937, met with 
little success. One of the chief diffirulties encountered was the low con"' 
sumption of sugar in many countries, induced iby varying degrees of indirect 
taxation. Instead of being a cheap staple-food, sugar has been for large 
sections of the world's population a semi-luxury, singled out by governments 
as a means of nising revenue by import duties and excise taxes. 
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q .. If retail prices could be sufficiently reduce~, po~ential increase . in 

annual consumption over the next five to ten years 1s estimated at anythmg 
•between five and ten million metric tons. World consumption would then 
reach 35/40 million metric tons compared with 30 million before the war. 

15. In 1945, sugar production in the world had been reduced as a result 
of the war to less than twenty-five million metric tons anq supplies we~e 
the smallest in relation to requirements for twenty-five years. . On. the bas1s 
of rationed demand, world requirements in 1945/46 have been about two 
million metric tons in excess of supplies, and although 1946 production will 
be slightly larger than the low total of 1945, the supply situation will not 
be eased before 1948 and probably not until 1949. It is estimated that 
for North America and Europe, supplies subject to allocation in 1947 will 
be only about ten per cent. higher than in 1946. 

r6. When production in Java, Philippines and Formosa is restored to the 
pre-war level of 3! million metric tons and the •EuTOpean beet sugar industry 
is rehabilitated, world production may .reaoh 34 million metric tons, or 
about 4 million metric tons above pre-war; and, unless there is a marked 
expansion of demand, a surplus situation may once more be reached. Con~ 
sumption in the western Hemisphere is likely. to exceed the pre-war level. 
Apart lfrom existing sources, the flow of supplies from other oane and. beet 
producing countries could be easily increased once producers were reasonably 
assured of a market outlet. There is thus a prospect of aahieving a marked 
expansion in world production and consumption of sugar over the next ten 
years. That, at Ieast, in the Commission's view, is the aim which govern
ments of producing and consuming countries should set themselves. 

17. The chief objectives of the various international sugar schemes from 
1927 onwards, including the International Sugar Agreement of 1937, were 
to secure a proper balance between supply and detnand and a remunerative 
price to efficient producers. During the whole of this period the ·problem 
was one of heavy surplus stocks, but although no practical steps were taken 
to e.lOp<lnd consumption the International Sugar Council's effol;l:s were gradually 
achieving equilibrium. · If their efforts had not been interrupted by the out
break of war, stocks might soon have been reduced to manageable proportions 
and the world price restored to a fairer level for producers." · 

I8. In the future, regulation of production and exports in such a way as to 
promote orderly marketing at fair and! stable prices will undoubtedly be re
quired if only to insure co-<>rdination ·of national policies and avoid friction 
between the governments of exporting countries. 

19. The Commission have not attempted to consider in detail how far the 
provisions of the existing International Sugar Agreement may need 'modi
fication in the light of .the new situation created by the war. They recommend 
that the existing International Sugar Council should proceed to review the 
present and prospective worldJ sugar position and prepare a revision ·of the 
International Sugar Agreement in accordance with Article 3 of the Protocol 
of August 31st, I944· This Article ;provides that in the revision of the 
Agreement account should be taken of any general principles of commodity 
policy embodied in any Agreements which may be concluded under the 
auspices of the United Nations. · 

~o .. The Commission has given some consideration to the application of the 
pnnctple of buffer stocks to the case of sugar. In the opinion of producing 
countries the creation of buffer stocks is unlikely to solve the problem of 
over-production and price stabilization. But if prQvision is made in any future 
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International Sugar Agreement for domestic regulation of production and 
international allocation of export quotas, adequate stocks would be an essential 
feature of the scheme, so as to maintain a balance ·between supply and demand 

·and so as to ensure that, both under normal conditions and in case of emer-
gency, sugar is always available at prices fair to producers and consumers 
alike. The Commission recommends that the International Sugar Council 
should make provision from year to year as may lbe required, as to the 
stocks that should be carried both by producing and importing countries 
within upper and lower limits to be established under the Agreement. Stocks 
should be prescribed by Agreement, having regard to the circumstances of 
each country. 

The Recommendations of the Commission are as follows: 
I. That as soon as possible the International Sugar Council should proceed 

to review the present and prospective world sugar position and prepare a 
revision of the International Sugar Agreement in accordance with Article 3 
of the Protocol of August 31st, 1944, ta.kinlg into account any general 
principles of commodity policy embodied in any Agreements whlch may be 
concluded under the ~uspices of the United Nations. 

2. That Governments should consider measures to increase world con
SUliilption of sugar, lby such means, among others, as redoction of burdensome 
taxes and of existing trade barriers. 

3· That appropriate steps should be taken to maintain a reasonable degree 
, of stability of prices at a level fair to producers and consumers. 

4· That regulation of exports be carried out hy means of quotas to be 
negotiated through the ilnternational Sugar Council. 

5· That while the method of regulating production in each country is a 
matter of domestic concern, the level of national production should be 
subject to periodical consultation and negotiation under the auspices of the 
I.S.C. 

6. That, in their review of national production levels, the I.S.C. and 
the governments· concerned should pay due :regard not only to the extent to 
which the maintenance of a particular level of production is essential to the 
economy of each country, but also to the criterion of efficient production. 
~ 7. That in ord;r to maintain a balance between supply and demand, and 

to ensure that, both under normal conditions and in case of emergency, 
sugar is always available at prices fair to producers and consumers aHke, 
the I.S.C. should make provision from year to year as may be required, as 
to the stocks, that should be carried by producing and importing countries 
alike within upper and! lower limits to be established under the Agreement. 
Stocks should be prescribed by agreement having regard to the circumstances 
C!,f each country. 

Note by the Delegation of Cuba 

The Delegation of Cuba approves the Conclusions and Recommendations 
on Sugar, with the understanding that the definition of "fair price" is that 
appearing in Resolution XVII of the Third Inter-American Conference on 
Agriculture, held at Car;u:as, Venezuela, in 1944, whose Paragraph 2 (b) reads: 

" That lthe selling price of products be soch that it will furnish those 
· countries which ·are in a position to maintain efficient production a reason
able income in order to maintain the purchasing power of their people as 
importers and consumers, at an adequate level sufficient to meet the require
ments of a decent living; which objective! is attained principally on the 
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basis of such working conditions as pennit workers to be free from want 
and by furnishing farmers sufficient income d:o meet their needs and to 
maintain an even tempo of expanded production. Such price must make 
it possible, nevertheless, for the consumer countries to obtain under condi
tions of stability and regularity, the products which they may hav~ to 
import." ' · 
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RICE 
21. The Commission js impressed with the urgent need for increasing the 

production of rice, particularly ii:t Southeast Asia. Before lthe war, 95 percent. · 
of the world's rice was grown and consumed in the East; and. world trade, 
v.-hich constituted about 7 percent. of total world production, was mainly 
confined to Asia. ·The principal rioe exporting countries weret Burma, Indo
China and Siam Wihich provided the marginal supply of the staple diet of 
millions in India, China, Indonesia, Malaya, Ceylon and the Philippines. •.-

22. Rice is grown in the East in small plots by millions of subsistence 
farmers. Consumers of rice ourtnumber those of wheat. In &orne areas the 
per caput consumption of rice was tending to decline;. and; siru:e there is 
little carryover of &tocks from year to year, crop failures :Qften resulted in 
localised or widespread famines where there was only a small marginal defi-
ciency in supply. .._,.;:· 

:23. At the present time, there is an acute shortage of rice·;~ and the supply 
available for allocation by the International Emergency Food Council in 
1946-47 is barely 40 percent. of the minimum import requirements of the rice
eating countries. Non-Asiatic sources of supply now play a :q10ret important 
part in rice exports than thel, did before_the war, and 1there has been a reversal 
of the pre-war flow of rice· eiq>orts from East to West. Current prices vary 
widely from one coull'!:ry d:o another and the world rice market is in a highly 
abnormal state. · 

• .J .. , 

24. The rice industry of the East suffered great damag~ii:S' result· of th6 
war and Japanese invasion, and India and other importing countries were 
cut off from the surplus producing countries occupied by ·the enc:my. It will 
take a number of yelaiS before the industry is rehabilitated and adequate 
reserves are built up for the prevention of famines. It has been urged by 
represenJtatives of rice producing countries' that better organization of market
ing and the introduction of guaranteed prices for prqducers holds out the 
best hope of stimulating rice production. In any c~se, it seems probable 
t.'lat governments will play a more aotive role in the future in stimulating 
production and controlling prices of rice. The Commission has had before 
it a Proposal far a Rice Board in Southeast Asia, drawn up by the Indian 
Delegation, which would be designed to secure clo~r coordination bed:ween 
governments m connection with d:he production, distribution and price of rice 
in Southeast Asia. . . · ' 

25. The Commission have not attempted to reach definite 'conclusions in 
regard to the creation of a Rice Board, or as to d:he methods by which it 
would opemte, but they consider that the proposal undoubtedly merits 
detadled examinaJtion. J,t would. be necessary to examine how far it would be 
practicable to guarantee a basic price, or range of prices for rice in Southeast 
Asia, and what steps could be taken to establish a famine reserve. Plans for 
increasing produation and consumption and far improving marketing melthods;· 
and questions re!ating to rice c;ultu~, milling practices, and :?torage would i!-lSQ 
need to be co~dered. · ... 



46 
The Commission accordingly recommends: 

(a) That a Preparatory Corrn:nittee or Study Group of experts repre
senting Governments should be. constituted! by the Director-General of 
F.A.O. in the immediate future, with a view to holding in South-east 
Asia. a.n international conference of the major rice producing and con
summg countries as speedily as possible within the next six months. 

(b) The Preparatory Committee should prepare the Agenda for the 
proposed. conference and bring together, 

(i) statistics of production, trade and! prices, 
(ii) data relating to marketing methods and plans for increased 

production, price st<l!bilization and establishment of famine resecves, 
and! 

(iii) scientific and technical information regarding rice culture, milling 
practices and storage. _ 

LIVESTOCK PRODUCI'S 

26. This section of the report summarizes the Commission's conclusions 
and recorun.cndations with ·regard to edible livestock products. The recent 
World Food Survey has shown how great is the scope for increased con
sumption of these products, given world prosperity and a rising standard 
of nutrition. Production of livestock products could also be increased 
very considerably, given reasonable confidence in future demand. 

27. As the standard of nutrition rises, there is an increased consumption 
of livestock products; but when, as at present in many parts of the world, 
the standard of nutrition is low, production of crops for direct human 
consumption tends to take priority over their··use for livestock, since a 
great part of the calorie value of feeding grains is lost by converting 
them into animal products. Consumption of these products is thus to some 
extent a ba.J;om~ter of the level of nutrition. 

28. Prices of animal products play a vital part in determining agri
cultural incomes, both .because livestock make 111se oi and fertilize so 
laJ"ge a part of the totai arable areas, and also because livestock especially 
pigs andt poultry, provide a supplementary market for a!bsorbing grains 
not required for direct human consumption. The market for livestock 
products is one of the decisive factors in determining grain prices. . 

29. Demand for livestock products, unlike that for bread~grains, is elastic 
and responsive to price changes, particularly in the lower income groups 
of most countries. In the past consumption has shown an upward tendency 
in, most countries, varying with the state of employment and the level 
of wages. On the supply side animal products are characterized by the 
following features :-first, their cost tends to be relatively high and depends 
on the quantity and price of feedingstuffs availaJble; second, there is a 
relatively long period of production and a joint-product relationship between 
many of them; and third, the products are perishable and their storage 
and transportation are expensive. All these constitute reasons for reducing 
as far as possible the inherent uncertainty as to prices and market outlets. 

30. The chief !feature of world trade in meat and dairy products is the 
importance of the U.K. as the largest importing country. Before the war. 
U.K. took 8o per cent. of total world meat exports, &> per cent. of the 
butter entering into worla trade, 53 per cent. of the cheese and 8o per cent. 
of the eggs. The six largest exporters of meat, bacon, ibutter, cheese and 
~g~ to the U.K. market we:r~ Are-el)P.na, Australia., New Zealand, Denmarl:!;, . 
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Canada and the Netherlands. Most European producing countries, including 
the U.K., require to import animal feedings tuffs for their livestock industry. 
In the six largest exporting countries (and! to a lesser extent in other 
countries of Europe and South America}, the export of livestock products, 
depending on highly organized shipping and storage facilities, plays an 
important part in their total economy, and a steady and expanding demand 
at stable prices is of special concern. Until the depression of the thirties, 
prices were. determined by the interaction of supply and demand ,in a com
petitive market free from import duties or quota restrictions. After I9J2, 
the Ottawa Agreement and the U.K.-Argentine Trade Agreement resulted 
in quantitative regulation of imports of beef, mutton, lamb, bacon and 
hams by agreement between the U.K. and the principal exporting countries. · 

3I. The pattern of world trade and production has been greatly changed 
by the war. On· the Continent of Europe, livestock numbers in all cate
gories have been drastically reduced. Pigs and poultry have suffered more 
than cattle partly owing to the depredations of invading armies and partly 
owing to acute shortage of grain. Meat production as a whole on the Continent 
of Europe, is omy about 65 per cent. of pre-war. In the United Kingdom, 
it is about 70 per cent. In Australia, despite the droughts in I944 and I945, 
production has been maintained at pre-war levels, while in New Zealand it is 
also aJbout the same. In the United States meat production has increased by 
30 per cent. and in Canada so per cent. Production of milk andl milk pro- · 
ducts has fallen by about one-third in Continental Europe, but has increased 
by about IO per cent. in the United States. iEgg production .in Europe has 
fallen by nearly 50 ·per cent. owing to the severe reduction in poultry 

·numbers, but in the United States it has risen by nearly 6o per cent. and in 
Canada and Australia it has also increased substantially. 

32. The aim of European Governments is to restore their livestock numbers 
and their production of meat and dairy products up to their pre-war level or 
even further. But this cannot be accomplished so long as there is a shortage 
of grain, even for human consumption, and a scarcity of other feeding-stuffs 
particularly oil-Cakes. 'In the principal exporting countries''outside Europe, 
some increase in production of meat and dairy prodructs is expected, but this 
may be offset to some extent by increased domestic consumption. In most 
exporting countries there is a potential capacity for increased dairy pro
duction. [n Australia, land settlement policies and farm· techniques are 
especially directed to increase the number of dairy farms and dairy cattle. 

33· During the war, the British Ministry of Food became the sole buyer 
of meat and dairy products for the United Kingdom and State trading is still 
being continued. Long-term contracts have been negotiated with Australia.', 
New Zealand, Canada, Argentina and Denmark. These contracts have .been 
made .between governments and cover either ~e whole exportable surplus . 
or a specified quantity. Prices are generally fixed either for the duration of 
the 'contract, or for two years ahead with provision for :review thereafter. (A 
contract for a specified quantity for immediate delivery is sometimes called 
" bulk purchase".) Quantities delivered under these contracts have, thus 
far, been subject to review by the Combined Food ·Board and later .by the 
International Emergency Food Council. 

34· The Commission have given careful consideration to the question 
whether long-term contracts might contribute towards promoting stability of 
prices and providing an assured market for producers and an assured source 
of supply for consumers. Divergent views have been expressed on this matter. 
The countries that have entered into long-term contracts have emphasized the 
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advantages, but other countries have expressed doubts as to these advantages 
and have emphasized the undesirable effects. An important aim of long
term contracts between governments is to extend into the international field 
the principle of an assured market for produx:ers similar to that applied on a 
national basis in many countries. But some delegations claimed! that they 
tend to interlere with adjustment of production towards the fullest and most 
efficient utilization of livestock resources. The chief dangers to avoid are 
discriminatory ·and prejudicial effects on countries which are not parties to 
the contracts. •' 

· 35· To meet these dangers the Commission recommends that long-term. 
contracts should be made m conformity with the principles of the suggested 
I.T.O. Charter, and the following conditions might be considered in helping 
to minimize discriminatory effects: · 

(a} That contracts be negotiated within the framework of international 
-trade policy and multilateral commodity arrangements; · 

(b) That there should be some limitation on the proportion of a producing 
country's exportable surplus that an importing country may contract;· 

(c) That when economic conditions have become more normal, the price 
at which products are sold under contracts having the same terms shall be 
the same to all countries, unless with the app!l"oval of the appropriate inter
national authority price concessions are admitted in particular instances; 

(d) That importers shall not built up iarge stocks for the purpose of 
depressing prices; 

(e) That long-term contracts should include a clause providing that the 
terms and conditions shall be subject to review and adjustment at stated 
times. 

36: The Commission wish to draw attention to the need fpr continuous 
studies, both nationally hy governments and internationally by F.A.O., with 
the object of securing closer co-ordination between the livestock policies of 
the principal exporting and importing countries. So far as possible national 
studies should be undertaken in accordance with a common plan and these 
should then be collated and co-ordinated iby F.A.O. The Commission suggests 
that special attention should be given to the following matters: 

(a) Studies of present and prospective livestock numbers (based on age, 
type and sex composition) so that each government may be acquainted with 
the approximate trend of production in other countries contributing to world 
trade· in livestock products. This information is of great importance in 

• attempting to plan future output. 

(b} Periodical reviews of national programmes and policies relating to 
production and consumption of ed~ble livestock products. · 

( c} Price relationships between !livestock products and fodder grains and 
othelr feedingstuffs. . r . - • 

(d) Economic and tecllnkal aspeots of processing, preservation, storage-
and transportation of livestock products. · 

· (e) Review of :world trade in livestock products and outlook reports. 

37· The Commission suggest that studies under (d) above may be helpful 
to il:he lnil:ernail:ional Bank for Reconstruction and ·Development in assessing 
the importance of developing storage and mark®ng facilities for perishable 
products in particular countries. 
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38. The Commission recommend that a special group of experts represent

ing the goveTllments having a substaDJtial interest in the production, trade 
and consumption of edible livestock products should be assembled in prepara
tion for the next conference of F.A.O. in order to present a detailed report 
on the problems coilll!OCted wilth meat, bacon. butter, cheese and eggs entering 
into world trade. ' 

39· Some delegations have expressed the view that a surplus of some 
livestock products, e,£., eggs and pig meat, may be expected in the foreseeable 
future. If this vaew is confirmed. at the meeting of ~perts proposed above, 
the Commission recommend that appropr.iart:e steps should be d:aken without 
loss of time, to appoint a Study Group (possibly the same group of roq>er.ts) 
and that il:hey should consider the possibility of preparing an intemaJI:ional 
commodity arrangement to deal wirt:h ·the particular livestock products for 
whiCh. surpluses are expetoted. · · 

40. The Commission recommend that in drawing up any international 
arrangement-dealing with surpluses of livestock products, as and when they 
may arise, special attention should be given. to the possibility of contributing 
d:o a world famine reserve and to programmes for disposal of surpluses for 
approved nuil:ritional projecd:s. It appear& to the Commission that processed 
milk, particularly dried separated milk, would be specially suitable bod:h as 
a famine reserve and for approved nutritional projects. Lad:er, it might be 
possible to include preserved eggs and canned mea.ts. · 

OILS AND FATS 

41. The Commission's examination of the critical situation of oilseeds, oils 
and fats has been greatly helped by the fact thad: the Fats, Oils and Feeds 
Committee of il:he lnil:ernational Emergency Food Council has been meeting 
at the same' time to consider measures for dealing with the present world 
shortage. The Commission's conclusions and recommendations, which are 
largely based on the work of this Committee and of the I.E.F.C. secretariat, 
are set out below. 

42. In the five years before the war, world production of all fats and "oils 
averaged about 20 million metric tons in terms of oil equivalent. Vegeil:able 
oils made up :three-fifths, and animal fats and marine oils the remaining two
fifths of the total. World exports in the five years 1935-39 averaged 6 million 
metric tons in terms of oil equivalent. Vegetable oils constituted three
quarters of d:he total. 

43· Between the two wars, increased production was aocompanied by 
expanding consumption at declining prices. ·In ilie early thirties primary 
producers had to bear the brunt of the serious decline in prices. From 193'2 
onwards, d:ariff duties, preferences, impont quotas and restrictions tended to 
chang~ the direction of international trade, and prices of. oils and fats wi'l:hin 
different countries became, to some extent, mdependem. 

44· Oils and fats were in ample supply until 1940. There was a steady 
increase lin the production of coconut and oil-palm products specially on 
plantations, and world production of whale oil, mainly in il:hE." Antarctic, from 
1930 onrwards was more than doUJb[e :the 1925-29 [evel. During the .mu-. 
shipping difficulties reduced exports and led to some shift in tropical and 
sub-tropical countries from export crops to rice and cereal crops for local 
consumption. During the Japanese occupation soya bean production in· 
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Manchuria decreased and oil-palm plantaJtions in Malaya and in theo Nether
land East Indies were neglected or abandoned. There has been little induce
mcmt for planting coconut and other palms during the last seven years. 
Rehabilitation of oils and fats production in the Far East may take a long 
time. Elsewhere in the world, particularly in the United States and South 
America, apart from a decrease in ArgenJtine linseed acreage, there has been 
a rapid increase in production under the stimulus of war-time demand and 
high prices. In Europe, including U.K. and the U.S.S.R., there has been 
a sharp decline in animal fat production. The net long-term effect of these 

. wartime influences is difficult :to assess. 

45· The shortage of oils and fats at the present time is acute. World pro
duction in i946 was just over r6 million metric tons in d:erms of oil equivalent 
or abollll: 75 per cent. of the pre-war level. Tile resumption of copra produc
tion in Southeast Asia, increased oilseed planting in the Western Hemisphere 
and a. slight recovery of ·fa-t production in Europe as expected in 1947. In 
Greece and other Mediterranean countries, olive oil production has not yell: 
recovered from the effects of :the war. In 1946, quant~ties available for export 
were less than 3 million met:ric rtons compared with over 6 million metric 
tons before 1lhe war. It is estimated that to restore the pre·war per head fa.t 
ud::ilization, d:otal ;imports of more than 7t million metric tons would be neces
sary. 

46. The obstacles to rehabilitation are many and complex. General world 
food shortage makes it necessary to concentrate efforts on increased pro
duction of bread grains and rice. Lack of consumer goods to act as incen
tives, shortage of machinery ~nd transport equipment and obsolescence of 
processing facilities ar:e also serious handicaps which . are accentuated by 
shortage of foreign exchange. To overcome these difficulties a more aggres
sive attack on the problem is needed :involving a concerted plan of mutual 
aid ·between governments. The Commi55Wn welcomes the dec~ion of the 
I.E.F.C. to undertake a more detailed review of the position, and to formu
late practical proposals fOJ;", U;ttergovernmental action within the next two 
months. 

47· As regards the long-term problem with which this Commission is con
cerned, we believe that in the case of oils and fats, there is a very strong 
case for providing an assured market for. producers and for giving them 
some security against the risk of a violent fall of prices resulting from any 
business depression or temporary !OVerproduction. Among the plans to 
be considered are national and international price support measures, or 
long-term contracts between ex;porting and importing countries negotiated 
in conformity with multilateral principles. Measures of this kind may be 
specially suitable in the case of olive oil, palm oil and coconut oil, which 
have a long production period and depend on sales spread over many years 
to earn a return on the capital invested. Intergovernmental consultation on 
plaQting policies is needed in the case of oil-bearing crops. 

~;.e 

48. Lastly, the Commission recommend .that the valuable research work 
and · inte11govemmental consultation now being carried ourt through the 
medium of the I.E.F.C. should be continued as a permanent feature of 
F.A.O.'s actiivities. Review of planting and production programmes and 
study of the. probable trend of demand in this highly complex group 0f 
related commodities will supply the essential background to help governments 
in framing concerted policies designed to bring aJbout orderly expansion of 
world production of oils and fats. 
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FISH 

49· The annual aggregate catch of fish has been estimated at appro~
mately 40,000 million lbs. two-thirds of which is utilized for food. This 
amount yields 10,500 million lbs. of food products as consumed. More 
than 20 per cent. of this world aggregate enters !into International Tra~e, 
including such products as salted fish, canned fish, fish meal, fish oils, 
and vitamin products, frozen fish assuming a lesser position, but one of 
grOtWing importance. 

50. Fish as a nutritive protein is of great importance. It is ibasic in 
the diet of certain peoples, and constitutes an important part of the food 
intake of others. Ninety-eight per cent. of the recorded catch is yielded 
by the Northern Hemisphere, while much of lit is consumed in the Southern 
Hemisphere. · ' . · . . . 

51. The production of fisheries' products is important to the economy 
of many countries and vital to some of them. A measure· of its importance 
can be had by examining the per caput production, For Iceland this is 
6,223 lbs., for Newfoundland, 1,525 lbs., for Norway, 68o lbs., Japan 111, 
and Canada 109. This· under-estimates the importance of fishing to particu-
lar groups in these countries. · 

52. Of the products entering into international trade one of the most 
troublesome [s salted fish, particularly salted cod and related species. Salted 
fish is a low-priced concentrated protein food oontaining sodium chloride, 
and is suitable and necessary to the diet of people who live in hot countries. 
Its consumption forms part of a long esta-blished dietary pattern and it is 
unlikely that its place will he taken 'by alternative foodstuffs. Examples 
of such countries will be found in the Caribbean area, in South America and 
in South Africa. Other types of cured fish find wide acceptance m countries 
of temperate climate such as France, the Iberian Peninsula, the Mediter
ranean and to a lesser extent, the United States. There are certain other 
countries where considerable potential demand exists because salted fish 
furnishes a cheap source of high-class protein. 

53· Since 1920, the price for salted fish declined steadily until the out
break of World War II and the decline showed no recovery from the 
depression year of 1932. This was particularly serious for such countries 
as Newfoundland", Nol1Way, Iceland and the Faroes, since the economy of 
these countries was largely tied up with salted fish. The decline . was not 
accompanied by a diminution of total production; in some areas there was a 
tendency towards an increase in production in order to keep up income. The 
low prices fai1ed to support the primary prodUICer ~nd it !became necessary 
for the Governments of most of the producjng countries to support their 
fishermen by subsidies. · 

54· When World War II caused a scarcity owing to the disappea.ra.nce 
of the production of Norway and the shift in production to other countries, 
prices for salted fish increased to a. point where production subsidies were 
no longer needed. This made it necessary for certain importing countries 
to sUJbsidize consumption, while . other countries passed along the increases 
to the consumer. 

55· The history of salted fish marketing during the interwar period was 
marked by strong competition and rivalry ibetween producing countries. 
There existed many barriers to the free flow of trade in the form of quota 
restrictions, prohibitiv~ tiirlffs a.nd ~tQer devi<:es. To a large extent trade 
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depended upon bilateral agreements, many of whkh would be prohibited 
under the I.T.O. Draft Charter, unless they were provided for under an inter
national commodity arrangement. In the absence of such an agreement it 
is probable that chaotic marketing conditions would prevail. 

56. Not much is known about the demand for this product though certain 
evidence indicates that it is relatively inelastic. The demand for salted 
fish seems Ito be related to the prices realized for tropical products such as 
sugar and coffee. There is need for a comprehensive study of the situation 
upon which a more orderly system of marketing through appropriate 
agreements between producers and consumers can be based. 

57· The Commission recommends that the Fisheries Division of F.A.O. 
should undertake comprehensive investigation and analysis of the salted fish 
situation. Such study should give consideration to all factors influencing 
production, price, consumption, and trade, including the inter-relation between 
salted fish and fresh, frozen and filleted fish, with a view to ascertaining 
whether in the near future the salted fish situation will correspond to the 
group of conditions set forth in Article 46 of the Charter. 

58. The Commission recommends that an interim report on this matter 
be submitted to the Governments by July IS, I947• and that a further report 
be submitted by December I, I947· 

59· If the interim report should indicate that in the near future the salted 
fish situation will correspond to the set of conditions set forth in Article 46 
of the I.T.O. Draft Charter, the F.A.O. should recommend to the Governments 
that a Study Group be establi$ed in accordance with Chapter· VII of the 
I.T.O. Draft Charter to convene immediately after the publication of the 
further report. 

6o. Such Study Group should consider, on the basis of the reports, whether 
a commodity agreement with respect to salted fish is desirable or feasible, 
and if so what provisions are appropriate with a view to bringing about an 
expansion of production and consumption with more orderly trading at prices 
which are satisfactory to both producers and consumers, including the 
possibility of adding salted fish to any world famine reserves and of 
programmes for disposal of surpluses for approved nutritional projects. 

IJI. The problems connected with international trade in other types of 
fish and fish products are more complicated. Trade in fresh and frozen fish 
is to a large extent limited to trade between contiguous countries but with 
the continued expansion in the use of refrigerated storage ·and transport, 
it can be expected that fresh and frozen fish will play an increasingly 
important part in world trade. It is, therefore, Tecommended that, when 
progress has been made towards a solution of the problems of the salted 
fish trade, the Fisheries Division of F.A.O. direct its attention to rthe problems 
relating to international trade in other fish and fish products. 

FRUITS AND VEGETABLES 
62. The framing of international commodity arrangements covering fruits 

and vegetables was not a problem of special study by the Commission. 
However, we think that it may be possible to extend to a number of such 
commodities some of the essential principles of multilateral commodity 
arrangements. Dried and canned fruits, citrus fruits and apples are examples 
among fruits entering into world .trade. In addition we have in mind 
tomatoes and other vegetables traded between countries of Europe. 
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63. Attention needs to be given, both by national governments and by 

F.A.O., to techniques for distributing such commodities as citrus and tomato 
concentrates at special prices for nutritional programmes. The Commission 
is of the opinion :that in developing commodity arrangements of tlili. type, 
special attention shoold he given to the possibility of disposing of temp<lrnly 
surpluses of a particular perishable at special prices for approved nutritional 
programmes. In the case of some commodities, citrus iliruits for example, 
producing countries may often be willing to dispose of fruit of 1 small size 
and poor colour at an extremely low price, providing importing countries 
will pay the cost of processing into concentrates and distribute the supplies 
to needy gJroups through special food progrnmmes. 

64. The possibility of framing muUilateral intergovernmental commodity 
arrangements for par.ticular fruits and vegetables needs further consideration. 
The Commission, therefore, recommends that the F.A.O. should. initiate, 
through committees representing governments concerned, studies of the 
problems involved d:or a selected group of those fruits and vegetables which 
are important in international trade. · 

TEA 
65. Before the war, India, Ceylon and N.E. Indies suppljed 8o per cent. 

of world tea exports. China and Japan also ex1>9rted appreciable quantities 
of tea. Nearly 6o per cent. of total world exports went to the United Kingdom 
and largely owing to the inelastic demand in the United Kingdom where d:ea is 
a habiltual drink, world consumption showed little change dn :the ten years 
preceding the war. During the war, consumption has increased in some of the 
producing countries and in South and Central Mrica. 

66 . .Prices were highly susceptible to changes in production, which before 
1933, despite some voluntary attempts at restriction, was not subject to regula-· 
tion. Thus under pressure of increased produation and t.'l)e general depres
sion, prices fell by so per cent. between 1924 and 1932 and many tea estaJI:es 
in 'India and Ceylon were forced into bankruptcy. · · 

67. The International Tea Agreement formed in 1933 by the producers of 
India, Ceylon and d:he N.E. Indies with the support of the respective govern
ments fixed standard quotas based upon exports in the years 1929, 1930 and 
1931. Actual quotas fixed were a percentage of the standard quota and were 
adjusted from year to year in accordance with the itrend in world demand 
and the stock position. For d:his purpose the International Tea Committee 
was empowered to collect informart:ion about produation, consumption, stocks· 
and trade. The agreement also provided for restriction of new p1anting and 
for measures to increase consumption of tea: As a result of ·tihe operation of 
the Agreement, from 1933 until tihe outbreak of war, .the price of tea gradu
ally improved and a better, if not e'Illtirely satisfactory, balance between 
production and consumption was brought about. The absence of China and 
Japan from il:he Agreement, however, created a leak in supplies and speculative 
price irnprovemeilll:s still remained possible. . . 

68. From the outbreak of the war until December I946, prices were fixed 
by long-term contracts negotiated between the British Ministry of Food and 
the producers of India, Ceylon and British East Africa, first in respect of 
U.K. requirements, and later when suppli~s from N.E. Indies were cut off 
for the whole of the export surpluses of these countries. · Prices were fixed o~ 
the basis of the price levels ruling in 1936-3S with upward adjustments to 
cover increased wartime costs of production and handling charges, etc. The 
:Ministry's purchases were distributed to consuming countries wt cost under a 
system of alloca.tion. . 
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1i9. Mainly owing to destruction and neglect of tea plantations in the N.E. 

Indies. world tea exports have fallen by about a quarter from pre-war and 
, the~ 1~ at prese!lll: a considerable gap between p:oduction and requirements 
which 1t m!ly take several ~ears il:o ciose. -Immedtate steps for the regulMion 
of production are not req1Lll"ed; India and Ceylon have been on a virtually 
unrestricted production basis since I942-43·. Both ;these countries have been 
opposed il:o an extension of the long-il:erm contracts with Great Britain which 
expired ill December, I946 and wish to return il:o the trading methods which 
existed before tJbe Wlar l!:hrough Public Anotions in London, Calcutta, and 
Colombo. 

. 70. With the present gap between production and consumption, a return 
to normal trading is likely to cause a further sharp advance in tea prices 
to abnormal levels. Production in India and Ceylon and probably in China· 
and Japan will be expanded and a resumption of production in N.E. Indies 
might well bring about a rapid fall in prices, possibly to slump levels. 1bus, 
the danger of price fluctuations followed by heavy over-production cannot 
be :ignored. 

7I. Despite SOIIne weaknesses, notably fuat it was a producers' arrange
ment and not an inter-governmental organization and that China and Japan 
did not associate :themselves with -it, the International Tea Agreement worked 
smoothly up to the outbreak of war. Not only did lit succeed in reducing 
burdensome stocks and improving the price of tea from an uneconomically 
low figure, but also by :iil:s organization of market intelligence it was able 
to adjust quotas and facilitate the regulation of production more flexibly 
than some other mternational commodity agreements. Any future inter
national tea arrangements for regulating production and exports of tea, should 
take account of il:he experience of il:he International Tea Copunittee. 

72. The Commission's conclusions and recommendations are as follows: 
{I) The International Tea Committee should in consultation with F.A.O. 

proceed to review the present and prospective tea position and, if the 
governmend:s mainly concerned agree, prepare a revision of ;the Inter
national Tea Agreement. -1 • 

· (2) In this event the International Tea Committee should become an 
inter-governmental organization and should include representatives of other 
ilea producing countries as well as of the rna jor tea consuming countries. 

(3) In view of the potential increase in production, consideration should 
be given il:o the question of expanding consumption of tea, by reduction 
in ;import and excise duties or otherwise, particularly in those countries 
where the demand lis elastic. 

(4) That ~n their review of national production plans, the Jnternational 
Tea Commi!l:tee and the governments concerned should pay due regard not 
only d:o the extent to which. tea production plays an important part in the 
economy of. each country, but also Ito the criterion of efficient production 
and economic use of resources. 

COCOA 
73. Cocoa is almost entirely an export crop produced in the tropics of 

Africa and Latin America. British West Africa produces nearly half of the 
total crop and Brazil rubout one-third of the remainder. About 40 per cent. 
of total exports before the war went to U.S.A. and nearly 20 per cent. to the 
U.K. Germany and the Netherlands were the other principal imp?rters. 
Since it takes rubout eight years for trees to mature fully, supply m the 
short run is relatively inelastic. On the other hand, demand for c;o:oa 
is fairly elastic and shows an .upward tendency as the standard of livmg 
rises. 
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7 4· The cocoa industry is of ~reat importance to West Africa, and in the 

Gold Coast it contributes about 6o per cent. of the total value of exports. 
A fall in price to slump levels has a serious effect on living standards. 
Before the war there was no international control and marketing arrange
ments were defective. In West Africa, the crop is produced by a large 
number of small producers among whom co-operative arrangements for the 
sale of their cocoa are of relatively recent origin. Their bargaining position 
was, therefore, weak compared with tbuying firms in West Mrica which up 
to 1937 operated " pool " agreements for the purchase of cocoa. Con
sequently, the prices pruid to natives for cocoa tended to be unduly low in 
relation to those obtaining on the terminal markets in New York, London 
and Amsterdam. · 

75· The diffic\llty of securing adjustments in the short term supply position 
combined with speculative actiVIity in the future market was respons~ble 
for violent fluctuations in· world cocoa prices. Between 1926 and 1938 
monthly average prices in the London market varie<l between 8os. 6d. and 
18s. 6d. per cwt., despite the fact that the ratio of stocks to world con
sumption was reasonably struble during this period. Following the hold-up 
of the 1937 crop by the native producers, exports· from the Gold Coast fell 
to only one-fifth of normal and there was a short-lived .boom in prices 
followed by a collapse in 1938 when the pressure of supplies increased. As a 
result of this development a Commission on the . Marketing of West Mrican 
Cocoa was appointed, the buymg-pool was . suspended and . legislation was 
passed to secure orderly liquidation of stocks. . · · 

76. During the early part of the war after the collapse of the important 
markets in continental Europe, cocoa was in surplus supply and a scheme 
of control was introduced in West Africa. From 1943 onwards, there 
developed an increasing tendency for demand to outrun supply owing to a 
decline in output in West Africa, while consumption increased. Allocations. 
through the C.F.B. machinery had rf:o be adopted and prices were held at 
a steady level by the U.S. ceiling price. 114~ fall in West African produc
tion, due to wartime restrictions and to disease in the Gold Coast, has 
resulted in an acute cocoa shortage which may persist for some time, in 
view of the number of years required for new trees to reach maturity. With 
the removal of the U.S. price ceiling, prices have risen to extremely high 
levels and allocations are being continued through the I.E.F.C. 

77. The British Government is proposing to continue in a modified form 
the wartime control machinery for British West Mrican cocoa. This is 
designed to strubilize prices paid to producers by means of a Price Equalization 
Fund operated by a West Afuican Board which will also promote co-operative 
marketing methods among producers. During the present period of high 
prices of cocoa, a substantial reserve fund is being built · up to tbe drawn 
upon when prices fall. 

78. Protective duties and import quotas have not m: the past been cis 
serious an obstacle to world trade in cocoa as in many other commodities. 
If cocoa prices can be kept reasonably stll!ble at a level affording a fair 
remuneration to producers, there lil; no reason why a steady increase in world 
consumption should not take place. The price equalisation scheme proposed 
for ~riti~h West Africa sho~ld. provO. de an int~resting experiment in price 
stabilization, and the Commission suggest that tt should be further studied 
by F.A.O. Owing to the special characteristics of cocoa production, a balance 
between consumption and production cannot readily .be achieved, and fluctua
tions in price will be difficult to prevent. But it · might prove possible to 
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keep_ price _variations wi0in a comparatively narrow range by means of 
an mternational commod1ty arrangement to which both the producing 
countries and the major importing countries would be parties. 

79· The Commission's Conclusions and Recommendations are as follows: 
(1) All practicable steps should be taken to prevent a further rise in the 

world price from the present high level. 
(2) F.A.O. should keep the world cocoa situation under constant review 

and make its findings available to member governments. 
(3) In view of the possibility that international action may be necessary 

to provide machinery to promote security for cocoa producers and at the 
same time to assure adequate protection rt:o consumers, even ill the absence 
of a burdensome surplus, .interested member governments should consider 
the establishment of an international study group for the purpose of recom
mending appropriate action. 

COlTON 
8o. World cotton production during the thirty years before the war was 

subject to sharp annual fluctuations but showed a gradual upward trend. 
Cotton is grown in many different areas, but more than four-fifths of world 
output 1s concentrated in six countries, (U.S.A., India, Egypt, Brazil, China, 
and U.S.S.R.). There were some shifts of production in the inter-war period; 
especially during the early thirties when the reduction of cotton acreage 
under the U.S. production control programme was more than offset by 
increased output in other countries. World production averaged 30.9 million 
bales (of 478 pounds) in 1934-38 with a record crop of 38.6 million /bales 
in 1937· 

81. The proportion of cotton entering into world trade fell from 6o per 
cent. of total production in 1909-13 to only j'llst over one-third in 1934-38. 
These changes were linked with shifts of cotton manufacture, and especially 
with the development of textile- industries in India, China, Brazil, and other 
cotton growing countries. However, despite the decline in cotton trade 
relative to production, the value of world cotton exports in 1938 was higher 
than rt:he export value for any other agricultural product or non-agricultural 
raw material, with the single exception of oil. 

g2. Until the 1930's there was little government intervention in cotton 
production and trade. Cotton consumption was much !Teduced during the 
depression and the growing world surplus was left largely in the hands of 
the U.S.A. Government intervention in cotton prod'Uction and trade, which 
developed in the 1930's, was carried further during the war and still continues. 
Direct or indirect production control exists in most countries. Price-support 
measures are in force in U.S.A., Egypt, India, Mexico, Argentina and Brazil. 
Probably as much as two-thirds of all the cotton moving ~n international trade 
in 1946-47 will be imported tby government agencies in the recipient countries, 
and the remaining third will be taken by countries exercising some sort of 
control over q'llantity, source, or price. 

83. Throughout the war, production of cotton in the world continued to 
outrun consumption. By 1945, world stocks had reached the recor~ figure 
of 28.1 million bales, equivalent :to one year's consumption. D'llring the 
last two seasons production has fallen sharply. The 1945-46 crop of .2?·4 
million is the smallest since 1923-24, and the 1946-47 crop of 22.1 milhon 
bales will again be below pre-war. Apart from weather conditions, this 
reduction is to be explained by rt:he effects of war devastation, the diversion 
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of cotton areas :to urgently needed food crops, and the ·shortage of fann 
laboW', especially in the· U.S.A. World stocks of raw cotton, pa.rtD.cularly 
in the !lower grades, are still heavy. On July 31, 1936, world stocks were 
estimated at 23.7 million bales, compared with 28.1 million bales the previous 
year. The decrease in world stocki reflects a rise in wo,rld consumption by 
about 2.2 million bales dn the 1945-46 season, accompanied iby a. decline in 
production of 3.8 million bales. A preliminary forecast of 1946-47 mill con
sumption is 27 million bales, compared with an average of 28 million bales 
before the waa. World. stocks on July I, 1947 are tentatively put at 17 
milldon bales which would be no longer in excess of pre-war. 

84. The most urgent need is for rapid rehabilitation and expansion of 
cotton .textile production in Europe and parts of Asia where manufacturing 
capacity has beeri drastically reduced by war damage and an acute sh~ge 
o! skilled labour and spare parts. If and when manufacturing capacity in 
Europe and Asia has !been restored, and in some oases expanded, total 
world demand in a period of WOII'ld prosperity may be consideraJbly in excess 
of the prewar level. 

85. On the other hand, under less favourable general economic conditions, 
it might happen that a continuation of price support policies and a series 
of large harvests, combined with competition from synthetic fibres, would 
again bring about a bmdensome surplus .of raw cotton.. In view of the many 
!factors of uncertainty in the world cotton situation, it seems to the Com
mission that there is need for consultation between exporting and importing 
countries with a view to reaching a satisfactory arrangement based on the 
principles set out in Chapter V of :this report to the extent that il:h.ey may 
be applicable to the raw cotton situation. 

I 

86. A beginning has already been made in thjs direction.· Following a 
meeting held in September,· 1939, on the initiative of the U.S. Government, 
an International Cotton Advisory Committee was set up in 1940. · At its 
fifth meeting in May, 1946, at whlch 26 countries were represented, it wa-s 
resolved to establish an Executive Committee, repcesenting six importing 
and six exporting countries: ·Argentina, Brazil, Belgium, · Canada, China, 
Czechoslovakia, Egypt, France, India, Peru, the U.K. and the U.S.A. The 
U.S.S.R., which had formerly participated was,· on this occasion, represented 
by observers. The Executive Committee was charged with: . 

(i) EstrubUshing practical co-operaJtion with F.A.O. and with other 
organizations concerned with the world cotton situation. 

(ii) Providing a medium for exchange of views :in regard. to current 
developments in il:h.e international cotton situation. · · · . , · 

(iii) Further developing the work on an instrument Olf international· 
collaboa:-ation to deal with the world cotton situation. 

It was also recommended tba.t a secretariat ibe estaiblished and that a budget of 
$5o,ooo be authorised, for the first year. -

87. These recommendations have not yet been implemented in full, but 
the Executive Committee has been established and is already functioning. 

88. The Commission recommends that there should be close co-operation 
bet~een F.~.O. and the ~nternat~onal Cotton Advisory Committee, 
parhoularly m regard to stud1es relating to acreage under cotton the use 
of land for cotton in relation to other crops, and other as~· of world ~ 

. cotton production, trade and consumption. · · · · 
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89. Since it is expected that the International Cotton Advisory Committee 

will shortly be reviewing the position, the Commission confines itself to the 
following recommendations: 

(i) We desire to emphasize the urgent need for rehabilitation and expan
sion of cotton textile manufacturing facilities in many parts of the world. 

(ii) We recommend that governments should implement the decisions 
of the Fifth Meeting of the International Cotton Advisory Committee, and 
make financial contributions for administrative purposes. 

(iii) We rec~mmend that F.J\.0. should ?e represented at the meetings 
of the InternatiOnal Cotton AdVIsory Committee and should cooperate with 
the Secretariat in economic, statistical and technical studies. 

(iv) In preparing an International Cotton Agreement, we recommend that 
Governments represented on the Advisory Committee should bear in mind 
the recommendations set out in this report (as well as those contained in 
the I.T.O. Draft Charter) and consider how far they may be applicable 
to raw cotton. 

WOOL 
go. With the exception of a short period at the end of the last war, 

when surplus wool was being marketed by the British Australian Wool 
Realization Association (B.A.W.R.A.), the world wool market during the 
inter-war period was not subject to any form of control by producing interests 
or by Governments. Wool supplies from the main exporting countries were 
sold year by year, and end-of-season stocks were small. At the same~ time, 
fluctuations in wool prices were often sharp and erratic. 

91. In normal times, shipments from .fue three main wool exporting 
Dominions account for about three-quarters of world apparel wool trade and 
for over 6o per cent. of trade in all wools. Methods of marketing Dominion 
wool are, therefore, an important factor in shaping the world wool market. 

92· A few weeks after the beginning of the Second World War, the British 
Government purchased the entire Australian, New Zealand and South African 
wool clips for the duration of the war and one wool year thereafter. In the 
U.S., the domestic clip was first guaranteed and later taken over lby the 
Government. Consumption in the U.S., Australia, Argentina, and India 
increased. But owing to shortage of shipping, loss of the European and 
Japanese markets, and restriction of consumption in the U.K., world con
sumption during the war absorbed only about two-thirds of current supplies 
from the chief clothing wool eJ~.-porting countries. 

93· By the summer of 1945, the overall accumulation of world stocks 
had reached a total equal to about two years' supply for the world market 
with some types relatively more abundant than others. In April/May, 1945, 
the Governments of the U.K., Australia, New Zealand and South Africa held 
a conference in London to draw up a common plan for stock disposal and an 
agency called Joint Orga.nllmtion (U.K.-Dominion Wool Disposals Ltd.) was 
set up. This is a limited company formed by, and acting on behalf of, the 
Governments of the U.K., Australia, New Zealand and South Africa. The 
Joint Organization has succeeded the British Government as the owner of all 
Dominion wool stocks accumulated under war conditions. Auction sales of 
Dominion wool have now been restored but some measure of centralized 
management has been retained. Quantities of wool offered at auction, and 
minimum reserve prices for each lot based on official appraisal are determined 
by the Joint Organization, which also assumes responsibility for lifting the 
unsold surplus of " new clip " wool from the market. 
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94· World wool sales during the first postwar season were in excess of 

current output blllt it it generally assumed that mill consumption was running 
considerably below the level of wool sales. World stocks of raw wool are. 
still heavy while the supply o[ ma.Illlllfaclured wool goods is insufficient to 
meet world demand. 

95· We are in full agreement with the viesw that the problems of world 
wool production, trade and consumption should be reviewed in the widest 
terms by international consultation. The Commission note that at a con
ference held in London in November, 1946, representatives of the Governments 
of 14 wool producing and consuming countries discussed the world outlook 
and agreed on the desirabi1ity of establishing an .international Study Group 
for further ri.ntergovernmental reviesw of the wool situation. There was 
general agreement on the need for avoiding excessive price fluctuations and 
for expanding wool consumption. · . 

¢. Our conclusions and recommendations are as follows:. 
(i) we endorse the ·conclusions of the London Wool Conference of 

November, 1946, and support the recommendation that an international 
Study Group be established at an early date; 

(ii) we emphasize .the desirability of further concerted measures aiming 
at the expansion of world wool consumption; 

(iii) we recommend that the Food and Agricultural Organization be 
invited rt:o take part in the work of the Wool Study Group and that close 
co-operation should be established between F.A.O. and existing_ organiza
tions in the wool field. In particular, we stress the need for studies of the 
interrelationship dn demand, and competition in use, of wool and ort:her 
textile raw materials; 

(iv) we have not considered how ·far the general principles set out 
in our Report may be applicruble to wool, hut we note that the plan 
adopted for disposal of surplus stocks, particularly the maintenance of 
a price range by regulatory sales and purchases by the Joint Organization, 
bear some features in common with the operation of an international 
buffer stock agency. We think that experience of the working of the 
plan may prove useful rin future studies of buffer stock proposals. 

TIMBER 
97· The timber situation presents the same problem .which has con

fronted us in regard :to several other commodities, · with the important 
difference that, as food scarcities begin to subside, the world-wide timber 
shortage is becoming more serious. In .1946 the timber deficit has delayed 
European reconstruction and buildring programmes [n the U.S. and other 
countries. The gap between import requirements and e~port supplies of 
lumber is likely to grow larger as reconstruction of devastated areas in 
Europe and Asia attains its full momentum. 

98. To some extent, the deficit ~ould be alleviated by a well organized 
system of distribution and allocation, by transport and credit facilities, 
and through the introduction of technical improvements which would permit 
a better utilization of available timber supplies. International consultation 
is needed to achieve these results. However, they alone are not enough 
to solve the timber crisis. 

99· It will undoubtedly be necessary to subject the now accessible forests 
to continued overcutting and to open up hitherto undeveloped forest resources 
with the utmost speed. The world demand for forest products has shown 
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a steady increase against a steady decrease of forest reserves in Europe 
and North }.une~ica. Although the decrease of forest reserves in Europe and 
North Amenca IS partly offset by better forest management, careful considera
tion will have to be given to rthe development of new forest-areas based on a 
world survey of the forestry situation. 

100. In its long-range aspects, the timber situation shows resemblances 
to the position at the end of World War I. Throughout the 192o's lumber 
markets and prices were exceptionally good, not only on account of great 
build~ng activity, but because RuSSiian timber, which prior to 1914 had 
contnbuted close to 20 per cenrt. of Europe's imports, had disappeared from 
the market. This situation led to various re-adjustments which in turn, 
greatly aggravated the effects of the world economic depression upon forests 
and forest industries. For just when building trades and lumber requirements 
started to fall off in connection with the general depression, the Soviet 
Union reappeared as a large supplier on the world's lumber market. The 
cut-throat competition between exporting countrie~ which ensued, had the 
result that within a few months, lumber prices c.i.f. London fell from 
£I8 to £7 per standard. 

IOI. The present deficit is not only due to high lumber requirements but 
to the fact that the Soviet Union and the United States have almost dis
continued their usual exports, and have both become net importers of lumber. 
To obtain additional exports from new sources, considerable long-term invest
ments would be required. Roads would have to be built, equipment provided, 
new plants erected and transportation facilities created. Developments on 
this scale would require intergovernmental consultation and co-operation. 

102. The lumber situation thus calls for immediate action based on inter
national programmes which give simultaneous attention to the short-term 
and the long-range aspects of the problem. F.A.O.'s Division of Forestry 
and Forest Products has submitted a world survey of the forestry situation to 
F.A.O.'s Annual Conference at Copenhagen. It has initiated a programme 
of periodical st;artistics and market reports with regard to forest products, 
and has started informal discussions between a number of governments with 
regard to necessary action. We understand that an international timber con
ference to discuss specific arrangemenrts which would facilitate European 
reconstruction programmes will be called in the near future. 

103. Such a conference, if well attended by government representatives 
from European timber exporting and importing countries as well as from 
Nor:th America, can mark an importanrt beginning in intergovernmental con
sultation. It should 1be the starting point far oontinuous co-ordination of 
government programmes and activities with regard to forestry and forest 
products, and should ibe followed iby other regional conferences whi~h should 
ultimately result in ilie establishment of a real world forest po1lcy. We 
understand that special consideration wil.J be given to a long-term forestry 
progra:mme for yet undeveloped forest r~sources especially ~os.e of South 
America and the Fa.r East. A comparative survey of the existing forestry 
practices in tropical regions should be a valuaible guide in determining forest 
policy for th~se areas. . 

104. Since we believe that forest products should be included L'l the annual 
programme review of F.A.O. and its World Food Counc~l we suggest that the 
foiJthcoming international timber conf~rence should consider how the~ com
modities could be covered most effectively by F.A.O. and that the Dm~ctor
General should deal especially with this question in his Report to the next 
Annual Conference of F.A.O. 
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CHAPTER 7. ORGA ... 'JIZATION 

I. We have advocated far-reaching programmes for the expansion of agri
culture and the improveme'DII: of •the nutritional conditions of the peoples. 
We have urged the necessity for industrial development to parallel and 
balance the developments in agriculture. We have e:xamined tllli financial 
problems involved, both national and international, in facilitaJting this great 
expansion of consumption and production. We have recommended inter
governmental arrangements for a number of commodities, and have made 
suggestions, both ,;enemlly and in regard to individual products, which 
should contribute to the l!:win objectives of price stabilization and increasing 
consumption. We have recommended the inclusion in commodity agreements. 
of special provi!'dons for transference of foodstuffs from the great ·producing 
areas to the areas of great need. We do not, however, consider it necessary 
to ·recommend :the formation of any new specialized international agency to 
deal with :these problems, because we believe they can be dealt with by.exist .. 
ing United Na.tions agencies or new machinery within. the. Food and Agri
culture Organization itself. 

2. One reason why l!:here is hesitation m embarking on programmes of 
general economic expansion is uncertainty as Ito the future. So many patterns 
of production and trade have 'been destroyed by the war; the rapid advance 
of industrial 1:echnology is constantly creating new prc:>ductive possibilities; 
many countries have poLitical aspirations leading them to adopt new economic 
programmes. All this means that man's ability to invent and to create has 
outrun his ability to adjust the organiza.tion of society:· 

3· Moreover, as was pointed out earlier, governments are eyerywherer 
ru.suming new responsibilities: responsibility for development programmes; 
responsibility for restoring or improving :the balance of :trade; responsibility 
for improving and stabilizing the income of their farmers; responsibility for 
mising fue purchasing power and the nutritional ·status ·of their people. 
All !this creates new needs for cooperation, through intergovernmental con-
sultation at the international level. · 

4· These needs have already been recognised and several specialised, inter
national agencies have !been set up t~ provide information, help raise standards 
of living, and bring governments together in a disoussion of specific problems. 
Among the. first of these United Nations a!gencies was F!.A.O. with its 
Objectives of raising levels of nutrition and standards of living, of improving 
a·grioultural production and distribution. and of betterilllg the condition of rural 
populations. We now hav& the International Monetary Fllltld to staJbilise 
currencies and to assist •governments with temporary diffiiOUlties in their 
balances of payments. There is the International Bank to provide credits 
for :reconstruction and· deveiJ.oprnent. . There is the Intemational Lalbour 
Organisation to improve larbour legislation and conditions of work in all 
countries, and there is the projected International Trade Orga.nisa.tion to 
facilitate the expansion Olf production, trade, and employment lby the reduction 
of trade barriers and by other means. There is the World Health Organisa,tion 
to safeguard and improve the health of the peoples, and the United Nations 
Educational, Scientific and Cultural Organisation to promote and co-ordinate 
educational and scientific programmes. In addition to the specialised 
agencies, there is the United Nations' Economic and Social Council with 

·responsibility for co-ordinating their activities. As was stated in the Charter 
of the United Nations, the Economic and Social Council was established 
" to achieve international co-operation in solving international problems of 
an economic, social, cultural, or humanitarian character, and· in promoting 
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and encouraging respect for human rights and :for :fiu.ndamental freedoms for 
aH without distinction as to race, sex, language, or religion "; and " to 
co-ordinate the activities of the specialised agencies through consultation 
with and recOIIIDlendations to such agencies and through recomanendations 
to the General Assembly and to the Memlbers of ·the United Nations." 

5· We cannot emphasize too strongly the importance we attach ·to the work 
of the Economic and Social Council in reviewing and co-ordinating the 
activities of all specialized agencies. We have stressed the interlocking 
relationships between the problems that confront us in the fields of agriculture 
and industrial development, full employment, international finance and inter
national trade. It would be unwise to allow activities to be conducted 
in watertight compartments. At many points in earlier Chapters we have 
pointed out instances where collaboration is essential, between United Nations 
agencies as well as between governments. The Commission is glad to note 
the recent decision of the Economic and Social Council to establish a Standing 
Committee of Administrative Officers, composed of the Secretary-General 
of the United Nations and the corresponding officials of the specialized 
agencies. We trust that this body will concern itself not only with co-ordina
tion. of administrative matters, but also with co-ordination of policies and 
programmes. 

6. There is another function which can be usefully performed by the 
Economic and Social Council in co-ordinating certain activities of the F.A.O. 
and the proposed International Trade Organization. In this connection the 
Commission has taken note of the resolution of the London Session of the 
Preparatory Committee for an International Conference on Trade and Employ
ment calling for the establishment of an Interim Co-ordinating Committee 
for International Commodity Arrangements, and ibelieves: 

(i) That, pending the establishment of the proposed International Trade 
Organization, a temporary Co-ordinating Committee, or similar body, 
should be created promptly by the United Nations; which Committee should 
keep itself informed of consultation or action in respect of intergovernmental 
arrangements for agricultural and non-agricultural primary commodities, 
and facilitate by appropriate means such consultation or action; 

(ii) That this Co-ordinating Committee should be comprised of three 
. highly-qualified persons, one of whom should be nominated by the Food 
and Agriculture Organization, and should be concerned, in particular 
with agricultural primary commodities. 

Proposals for Further 1\Iachinery within F .A.O. 

7· When the idea of F.A.O. was first agreed upon at Hot Springs, it was 
emphasized that F.A.O., in compiling reports from member nations on their 
national policies and programmes, should seek to " contribute to international 
collaboration both on a regional and on a world basis in the field of 
agricultural production," and that nations "should progressively adjust 
the allocation of agricultural resources to conform to a long-term co-ordinated 
production plan for the best use of their resources on a world scale, based 
on better diets for their own people and on the international demand for 
nutritionally better food." (Hot Springs Resolutions XIV and XV.) This 
idea was reiterated in the recommendations of the Interim Commission and 
at the Quebec and Copenhagen sessions of ·the F.A.O. Conference, especially 
in the Quebec resolution on Integration and Co-ordination of Agricultural 
Programmes and Policies.* Furthermore, Article I of the F.A.O. Constitution 

* F.A.O., Report of the First Session of the Conference, pp. 14-16. 
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-provides " 2. The Organi~tion ~all prom?te at;td. where appropriate, shall 
·recommend national and mternational actwn w1th respect to . . . (/) the 
adoption of international policiei with respect to a¢cultura.l commodity 
arrangements.'' 

8. In the spirit of these undertakings, we have already recommended 
measures to encourage expansion of agricultural production, food consump
tion and intensified agricultural and industrial development in the' under
developed countries, in Chapters 2, 3 and 4 of our Report. We have. made 
proposals in Chapters 5 and 6 regarding commodity policy, including the 
stabilization of agricultural prices. To make these various measures fully 
effective, what is done by each member nation and by each Commodity 
Council or other commodity group must fit together into a consistent world 
pattern. The Commission, therefore, recommends that intergovernmental 
consultation on plans and programmes for agriculture, for nutrition and for 
international trade in agricultural products should form an integral- and 
important part of the regular sessions of the F.A.O. Conference._ 

9· This intergovernmental consultation would involve consideration olf 
national progralmlles and plans for agriculUu.re and nutrition, of the genera;l 
economic situation and of major commodity problems. It would also involve 
consideration of plans and developments with reference to international trade 
in farm products, and of the requirements and. supplies of materiaJs and 
machinery important for farm production. Out of these· discussions should 
come an appreciation of the direction of changes Which might need to be 
made in some national programmes or international rommodity operations 
to :make them more consistent with one another. No effort should tbe made 
to lbind any member nation as to the sulbsequent revisions to be made in 
its programme. The disoussions should, however, I(>TOVide each nation with 
a broader basis for reviewing its plan and programmes so that Governments, 
iJf they see fit, may make mutually advantageous adjustments of their policies 
in the light of the WO!'ld's needs. · l . 

ro. While, however, we consider that such annual intergovernmental con
sultation would mark a great step toward achievmg the dbjectives of the 
Copenhagen Conference, we recognise that between the annual F.A.O. Con
ferences it will be necessary to provide for more frequent intergovernmental 
review of the world food and agriculturnl situation. In .the following para
graphs, therefore, we outline our proposals for a special annual review at· 
the F.A.O. Conference and for the estaJblishment of a Council of the F.A.O. 
to be known generally as "The World Food Council." 

Annual Programme Review by F.A.O. 
u. We -recommend that the Conference itself :be the principal forum for 

a revi~ by all .the Member nations of F.A.O. to consider the reports of 
the Director-General and of the World Food Council. This annual pro
gramme review which should emlbrace national and intergovernmental 

· pro!Vammes and plans and should form an integral part of each regular 
Sess10n df. the F.A.O .. Conference,, and be _Participated in by government 
rep~e~entahves :responS1bl~ for nah?nal a&noultural and lfood policy. In 
a.ddihon. to obsen:-ers for mterested mterna.honal OI'ganisations, dbservers fur 
commod1ty councils and study groups should also. participate, but without 
~~ -

12. The purpose of the review would be to consider:-
(i) The situation and outlook for production, trade in and consumption 

of those · agricultural commodities whic!h widely affect the interests- of 
producers and consumers; 
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(ii) The domestic policies and programmes which Memlber nations have 

adopted or intend to adopt and their effects upon the economies of other 
nations; . 

(iiii Requests su!bmitted for initiation of special price prograiiliDles and 
all matters ll"elevant thereto as set out in Chapter 5 of this Report. 

13. The review should, so far as possible, co-ordinate developments in 
national programmes and intergovernmental commodity operations. The 
discussion at this annual meeting would lbe lbased upon an annual report on 
agricultural and nutritional policy and programmes, especially prepared for 
it iby F.A.O. and circulated :to governments in advance of the meeting; also 
a report su:bmitted lby the proposed Wor'ld Food Council. It js desiraible 
that the meeting should have before it full reports on their activities trom 
any ruuthorities studying or operating intergovernmental commodity agree
ments or arrangements (on the Lines of Chapter 5 and 6 of the Report) . 
Representatives of these bodies should also tbe present at the meeting to 
supplement the infonnation that has been furriished, and they should be 
entitled to take part in the discussions. It is recommended that the Conference 
resolve itself into a Committee of the Whole soon after its opening, to 
consider and· discuss the Report already circulated on world agricultural and 
nutritional plans and policies. We recommend that the Chairman of the 

·World Food Council should customarily preside over the Committee of the 
Whole at the end olf his year of office. (See paragraph 21.) During this 
discussion and debate, which might take several days, the major llittention 
of the Conference should be given to this subject. The Conference could 
then appoint such Comanissions and Committees as :iit: desired to explore 
further the policy matters which had been discussed in the general debate. 

14. We recommend that a :fust attempt /be made to conpuct such a general 
review at the regu;lar 1947 Session of the F.A.O. Conference. In this con
nection,· it. is important to choose a date which will be anost effective for 
such a review. There is no date which can be chosen which suits equally 
well iboth Northern and Southern Hemisphere countries. Bearing in mind 
that the information to be obtained from governments 'has to be assembled 
a.n,.d analysed by F.A.O., proba!bly a date in Octolber or early Novernlber 
would tbe found most convenient for the programme reviews. 

15. The practicrubility of this timetable will depend on the full and prompt 
co-operation of Memlber governments. The interval between the delivery of 
the reports by governments, and the annual intergovernmental consultation 
must necessarily be· short, and if there were any !failure to keep to a strict 
timetable in submitting these reports, the procedure contemplated for inter
governmental consultation might ibe greatly weakened. 

16. The procedure for collecting, analysing and co-orddnatin:g national pro
grammes anust necessarily be worked out gradually. In the initial stages 

. statements from governments outlining '!:heir policies and prog;rammes will, in 
respect of most countries, not be very detailed and specific. It should, 
however, be possible, even from the beginning, for Member governments to 
indicate major features of their domestic poLicies, and 'l:o indicart:e the steps 
which they are taking towards the achievement of the objectives laid down. 
Even on this lbasis it should be possible to make a start in oo-ordinating 
production 'l:owards the objective of an expanding pattem of world agri
cultural production, distribution and consumption. After the methods and 
procedures are more ful.ly developed,_ the @..Q..Ual ~:evtew will 1?rog1;es$vely 
become more effective. · ' 



65 
17. The great merit of this annual review will lbe that it will ena'ble 

responsible officials of the Member nations (a) to consider how well theiz: 
respective national programmes fit together into a ooherent world picture 
and (b) to form an appreciation of how far changes might :be needed in 
national programmes or intergovernmental commodity operations to make 
them more consistent with one another. 

Council of the F<>Od and Agriculture Organizati{)Jl 
"World Food Council" · 

18. The Council of F.A.O. should, as indicated in paragraph 10, serve as 
a connecting link between· policy discussions at the annual programme ceviews 
at each regular Session of the F.A.O. Cooference. The Council's discussions 
should provide Memiber nations, .both those participating and those receiving, 
the record of its proceedings, with an opportunity of reviewing current 
problems emerging ibetween annuai reviews. In the following paragraph&,. 
therefore, we make recommendations as to the Council's !functions, memibet"
ship, constitution, and procedure. 

' . 
19. The duty of the Council shall ibe (a) to keep under -constant ;review, 

matters within the competence of the annual programme <review as set 'out 
in paragraph II, and (b) to tender advice on such matters to Memlber 
governments of F.A.O., to intergovernmental Commodity Councils or other 
commodity authorities and, through the ,Direct:'Or-Genera1, to. other specialised 
international agencies. In order to exeoote these duties the Council will need, · 
inter alia, to ibe empowered iby the Conference:- r~ 

(i) To aid the Director-General and the F.A.O. staff in preparing the 
Report and Agenda for the annual intengovemmental policy consultations, 
as outlined an para. II to 17 above; 

(ii) To examine cll!rrent developments in proposed and existing inter
governmental agricultural commodity arrangements, parbicularly those 
developments affecting adequacy of food supply, utilisation of food reserves 
and famine relief, changes in production or pricing policies, and special 
food programmes fo;r undernourished groups (as outlined in Chapter 5); 

(iii) To promote consistency and co-ordination of agricultural commodity. 
policies, national and intemationa.'l, with regard to (a) overall F.A..O~ 
objectives, (b) the illlterrelationship olf producti()n, ilistrilbution, and con
sumption, and (c) interrelationships of aJgriculwral romrnodities; 

(iv) To· initiate and authorise groups to study Qild investigate agri- · 
cultural commodity situations which are becoming critical, and to propose 
appropriate action, if neoessa:ry, in acc~dance wifu Artide I (2/) of the 
F.A.O. Constitution; 

('V) To advise on emergency measures ~ch. as those relating to' th~ · 
export and import of materials or equipment needed for agrioulturail pro
duction in order to facilitate implementation of national programmes; andp 
if necessary, to request the Director-General to submit such advice to 
appro.,Priate Member governments for aotion. · ' 

(vi) To consider any other matters, within its ternis of 'l"eference, which 
may be submitted to it by its Chairman or the _Director-Gen~ral. · 

20. Membership 
(i) The Council shall !be a body consisting of Tepresentatives of 18 

member nations of the F.A.O., elected lby the Conference. Nations-shall 
~ eligiible for re-election. Ten memJbers shall constitute a quorum. The 
D1rector-General shall ibe a member ex officio, but without vote. 
~~ c 
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(ii) The following specialised inte11governmental agencies should be 
invited to send representatives: 

·International Labour Organisation. 
World Health Organisation. 
International Bank fur Reconstruction and Development. 

' International Monetary Fund. 

Until such time as the proposed International Trade Orgalllisation (I.T.O.) 
js established, the Economic and Social Council shoUld be invited to send 
two representatives, one of whom would speak especially for the Preparatory 

· Committee on Trade and Employment (I.T.O.). After the I.T.O .. is 
established, the Economic and Social Council should lbe invited to send 
one Tepresentative, and the I.T.O. one. These various representatives 
should take fq.11 part in discussion, but wlth011t vote. 

(iii) Each government Member of F.A.O. not represented on the Council 
should ibe entitled to send one observer to attend the Council with a right 
to sUJbmit memoranda, to participate in the discussions if invited to do so 
by the Council, but without vote . 

. (iv) The Council should be authorised to invite ·governments who are 
not members of the Council and . also intergovernmental commodity 
ol'ganisations to submit memoranda or appoint Tepresentatives to participate 
in the discussions of particular items in which they have a special interest. 

(v} IIi ·oroer to secure consideration of views of all interests that are 
concerned in the work of .the Council, the Council should lbe authorised to 
ascertain the views df the International Federation of AgricultuTal Pro
ducers, the International Co-operative Alliance, the World Federation of 
Trade Unions, and any other non-governmental mganisation with which 
F.A.O. may estaiblish relationship, in accordance with the Oopenhagen 
Tesolution on " Relationship with International Nongovernmental 
Organisations ". 

Chairman 

2I. A Chairman and Vic~-Chairman shalllbe elected lby the Council from 
its own memlbers at its fust session, and annually thereafter. They shall 
hold office until the ·conclusion of the next annual session of the F.A.O. 
Conference. · If the individual offica-s elected to these offices cannot be 
present at any meeting, a temporary chairman sha];llbe elected by the members 
of the Council from am<>ng its memlbers present. If other persons arc 
desFgnated by their governments to replace the Chairman or Vice-Chai.rman 
as their representativeS on the Council, a new election shall 'be held by the 
Council to replace them. 

Meetings : 

22. The Council shall meet as required, and at least twice between the 
annual sessions of the F.A.O. Conference. The Council shall in addition 
normally meet immediately prior to the annual session of the F.A.O. Con
ference in order to ronsider ·the ,Director-General's Annual Report on 
programmes, to consider the agenda !for these aspects of the Conference's . 
work and itself to prepare, if it so desires, a Teport for the Conference. The 
Council will meet on the call of its Chairman or of the Director.oGeneral, or 
on request submitted in writiDJg to the Director-~General by not less than 
five Member nations of F.A.O. The cost of attendance of members at these 
meetings shan· ibe borne by .the governments which they Tepresent. · 



. 23. Methods of operatum 

(i) The Director-General in consultation with the Chairman of the·. 
Council shall prepare a draft agenda based upon documentation prepared 
by him and cixx:ulate it to all members of F.A.O. in advance of the meeting 
rtogether with accompanying documenttation. :'fhe .Council shall make 
provision for keeping all member nations of the F.A.O. infomned of the 
Council's activities. 

(ii) The Director-General shall provide a full-time Secretar}r to the 
Council whose duties shall include insuring continuity during the intervals . 
ibetween the meetings of the Council, and tl:he Director-General shall assign 
staff and provide other services to the Council in the same manner as to 
the, Annual Sessions· of the Conference. This procedure will aid t:ull 
integration and collaJboration between the !Work of the Council and the 
regular work of the F.A.O. It is important am for the Secretary of the 
Council to keep continuously in ·touch with intergovernmeiJJt:al ~mmodity 
Councils or study groups and with relevant United Nations agencies. 

Amendment to the F.A.O. Constitution and Rules of Procedur_e 

24. The Commission has examined its recommendations regardin·g the 
annual programme review and the Wocld Food Council in the light of the 
Constitution and the Rules of Procedure of F.A.O. We lbelieve that pro
cedural arrangements for the annual programme review can ibe covered by 
minor changes in the Rules olf Procedure of F.A.O. On 'the other hand, the 
proposal for a W~ld Food Council may involve constitutional amendme;n1s. 
Such Constitutional amendments require 120 days' notice ibefore they can be 
considered and voted on at a Conference. Consideration may, need to be. 
given to the position of the Executive Committee of the F.A.O. at the same . 
time that any action is taken to estrubilish the proposed World Food Council. 
We suggest that the Director-General should in conjunction with the Executive 
Committee or appropriate member governments, arrange for the preparation 
of any necessary draft amendments to the F.A.O. Constitution or Rules of 
Procedure, with a view to their Slllbmission in time for their consideration at 
the nex:t Session of the Conference. 

Other Transitional Arrangements 

25. In the meantime the Commission suggests that the Director-General of 
F.A.O. should make the necessary arrangements to insure that the fust 
annual programme review, as outlined in para.graphs II to 17 Olf this Chapter,· 
can be effectively conducted at the 1947 .regular Session df the· F.A.O. Con
ference. For this purpose it will be desirable to request Member governments 
to sulbmit reports on their programmes to F.A.O. in due time. Further, 
F.A.O. should maintain contact with, and obtain reports from inter
governmental Commodity Councils and study groups and from th~ Inter
national Emergency Food Council, and in the case of important products 
not covered !by Counds or study groups, .to prepare analyses of. the situation. 

Conclusion 

26. With the submission of our Report we feel that we have fulfilled our 
terms of reference and discharged the duties imposed upon us by the 
Copenha·gen. Conference. The Commission therefore now adjourns, subject 
to reconvemng on call of the Director-General after consultation with the 
governments 'Concerned. · 
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27. In trwsmitting our Report to the Director-General of F.A.O. for 

circulation to governments and , United Nations agencies, we desi.re to 
emphasise that these proposed enlargements in the activities and organisation 
of F.A.O. are mainly directed towards helping governments to he1p them
selves and toward wide and frequent intergovernmental consultation, without, 
however, diminishing the fundamental dUJty of F.A.O. to provide technical 
infonnation and aQ.vice. They have in our view the ·g;reat :merit that they 
do not create any new specialised international agency, they do not create 
any divi!?ion of international respons~bility, but they do place finnly upon 
F.A.O. and upon national governments the durty of putting into effect the 
objectives. of the Copenhagen proposals. · 
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APPENDIX II 

EXPLANATORY NOTE CONCERNING THE FoOD AND AGRICULTURE ORGANIZATION OF THE 
UNITED NATIONS 

(Submitted by the Organization) 

1. FAO is the agency of the Umted Nations responsible for food and agriculture, 
including fish and marine products, forestry and forest products. It was established to 
help member nations in :-

" raising levels of nutrition and standards of living of the peoples under their 
.. . ;respective jurisdictions, 

· . " securing improvements in the ·efficiency of the production and distribution of all 
food and agricultural products, 

" bettering the condition of rural populations, and thus contributing toward an 
expanding world. economy,"• 

It has 47 members. Its organs are an Annual Conference, an Executive Committee, 
and the Director-General with his staff. The Executive Committee consists of 15 persons 
(not government representatives) who are elected by the Conference having regard to their 
a~trative experience or other special qualifications. 

2. Within the Office there are to be six technical Divisions consisting of Nutrition, 
Economics and Statistics, Agricultural Production and Research, Forestry and Forest 
Products, Fisheries, and Rural Welfare (the last not yet established). These deal with 
the collection, analysis and dissemination of statistical and technical information. 

3· With the 8.ssistance of these technical Divisions, and within the limits of his resources 
the Director-General ~nay on request send missions to help governments in drawing up 
plans for the development of the resources of a country to attain the above objectives, 
and also send technical advisers to assist governments in dealing with specific technical 
probleiDS, or arrange for officials from any country with a specific problem to visit other 
countries where successful action has already been taken in dealing with that problem. 

4· In addition to the full-time officials, provisions are made for a roster of experts who 
are available to be seconded temporarily to FAO for special temporary work such as 
going to countries on missions, and a roster of institutions from which assistance can be 
received by drawing on the infor~nation they have and by assisting in exchange of students 
and research workers. ·· 

S· The work of each of the technical Divisions is reviewed by Standing Advisory 
Committees consisting of twelve to fifteen experts drawn from all regions of the world. 
They serve two purposes. They enable the Director-General to have. the best possible 
advice in each department of the work. And, having participated in the discussions of 
these Divisions, the experts return to their own country better informed on the whole 
world position and on the activities of FAO. 

6. The Director-General has asked each government .to set up a National FAO 
Committee. The constitution of the Committee is decided by each government, but the 
model desired by the Director-General is a Central Committee, consisting of senior 
representatives of government departments with subcommittees dealing with different 
aspects of the work. The subcommittees could coopt representatives of non-governmental 
agencies, such as associations of producers, consumers, and technical expertS from non
governmental institutions. These Committees study the agricultural and nutrition 
problems of each country in relation to the economic, educational and social conditions, 

_and advise governments on action needed. From the Central Committee, consisting of 
government officials, FAO receives the official information required by the Central 
Organization, and FAO Headqvarters sends to these Committees all the information on 
the activities of FAO and any other special information or assistance which the Committees 
~y ask for. 

7· The National FAO Committees are envisaged as grouped into regions. An FAO 
Regional Office staffed by FAO officials forms a centre at which problems of special 
importance for the region can be considered by representatives of all the countries within 
the region. · · 

8. The work of FAO is reviewed at each Annual Conference. An important item of 
the Conference is a Report by the Director-General on the state of nutrition and agriculture 

• Preamble, F AO Constitution. 
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in different regions. • · This is based on information which each government adhering to 
FAO undertakes to submit. From the statement submitted, the Director-General deduces. 
the problems which can be dealt with only by international action. and. can make 
recommendations on which action should be taken, · .. 

9. In addition to the Organization as outlined above, the Director-General.is ,super
imposing a Council of five special advisers each.representative of the following regions.: 
Europe, the Middle East, India, China and South America. These will advise and assist 
the Director-General in directing the activities of FAO in each region so that they will 
all fit into a world pattern. These special advisers are appointed for a year during ~hich 
they will spend part of their time at Headquarters and part within their own region:. ·--At 
the end of the year they will return to these permanent posts and will be succeeded by 
another special adviser from the same region. The Director-General considers that these 
special arrangements are necessary in the first two or three years of the l)xisten.ce of the 
Organization. · 

IO. The work of some of the countries in agriculture and nutrition has developed on 
something almost equivalent to an international scale. To avoid unnecessary overlapping 
with waste of men and money, arrangements are made for the co-operation of all important 
agencies doing work of international interest, FAO providing the means· whereby such 
agencies can meet and co-operate with it in developing a full and comprehensive world 
service. · - . , . , . ' · · · '1 • · • • : t · _ 

Present State of Development 
II. All the technical Divisions have been established with the exception· of the Rural 

Welfare Division, and the Director of each of the Divisions, with the exception of the 
Agricultural Production and Rural Welfare Divisions, have been appointed.· There iS a 
technical staff of So in the Divisions and an administrative staff of 3S· These figures do 
not include non-technical staff, such as stenographers. The Seeretary-General of IEFC 
and a number of the statistical staff of the Economics Division of IEFC are provided 
by FAO and are included in the technical and administrative sti!.ff of us. 

12. Several technical reports on matters of immediate practical importance,connected 
with the present food shortage have been submitted to National FAO Committees and 
provision is made for stpdies of methods, of common interest to all countries, such as 
co-operatives, credit systems, international marketing agreements, ·etc.· · 

. :. 

I 3· The work which was done at the International Institute of Agriculture is being 
carried on and is being developed to give quick information on the state of production, 
markets, prices, etc. of agricultural commodities as well as to continue ·the periodic · 
statistical reports and the ten-yearly agricultural census. · -

I4. Thirty-one countries have set·up National Committees, and it is anticipated that all 
forty-seven countries will have National Committees established before the next Annual 
Conference to be held in August or September, 

IS. It is desirable that all the United Nations agencies setting up regional offices should 
co-operate in the fields in which they are mutually interested and so perform their functions 
at less cost than if they were completely separated with little or no intercommunication 
or co-operation FAO's work cannot wait until the United Nations organisations are 
established and m a position to consider jointly plans for regional offices. Therefore, a first 
temporary office for Europe has been set up at the Rome Institute, which was taken 
over by FAO, and arrangements have been made for a series of conferences on urgent 
problems in Europe in the month of March of this year. After consultation with repre
sentatives of some of the South American countries, three temporary offices--one for 
Central America, one in the East, and one in the West of South America--will be set up. 
Re~onal offices will be set up in the Mi~dle East, India, and China, as soon as special 
adVISers referred to above have been appomted. · · 

I6. A mission has been sent to Greece and accomplished its work .and subnrltu;d ~ 
report. Several countries are now discussing with the Director-General impending 
requests for missions and technical assistance. . . . · . 

. I?· The first report on the world food and agricultural position* has been made and a 
s1m1lar report on forestryf and fisheriest was preparec;l and submi~e~ t()_ the C9nf~re11Afe 
at Copenhagen. · · - -

••• • • - -: l, ~-

• World Food Survey, Washington, S July, I946. -· ·. · ' · .. · - .. - ·-
t Forestry and Forest Products, World Situation, 1937-I946, Stockholm, 15 .August, 

I946. 
t Standing Advisory Committee OQ Fisheries, "F:irs~ ~ep~f! tf>:~M."IJite.ct.<?i",~~er~. 

Bergen, 28 August, 19-46, 



APPENDIX III 

SURVEY SUBJECTS OF SPECIAL INTEREST TO UNDER-DEVE~OPED CoUNTRIES 
IC:a.a. r'h":: ....... .a • .,, 

The following subjects are suggested as suitable for comparative studies or world surveys 
of methods and praotices, with special reference to the needs of tropical and sub-tropical 
countries :- · · 

I. A survey of the uncultivated areas of the globe which can be brought under 
cultivation. 

2, Methods and practices of soil conservation and forest exploitation. 

3· Methods and practices of breeding and development of livestock for milk and 
meat, and of disease prevention and control. 

4· Methods of. reclamation of malaria and sleeping-sickness-ridden tracts, particularly 
in the light of experience gained during the war. 

5· Collection of information regarding species and varieties of useful plants, 
crops, and livestock in different countries and investigation as to the possibilities for 
their introduction in similar climates. 

6. Compilation of the results of scientific analysis of tropical foodstuffs from a nutri
tional angle and inquiry into local dietary customs and habits of cooking food. 

APPENDIX IV 

AGRICULTURAL INDUSTRY SERVICE OF U.N.R.R.A. (see Chapter 3) 

The Agricultural Industry Service . of the Agricultural Rehabilitation Division of 
U.N.R.R.A. has been developing plans and specifications for simple industries, and has been 
.training and supplying advisory engineers· to co-operating c~mntries. Their advisory 
engineers supervise the construction of plantsi. and also train additiona,l native engineers 
in the methods used, so that they in tum can encourage and supervise the development 
of additional plants, and the training of more advisory engineers. While the plants built 
do not COIJlpete in plant efficiency with large-scale enterprises, they do represent a signi-

• :ficant advance, in terms of productivity and standard of living of the community, over 
the more primitive methods already in use. 

· Aceording to the Head of the Agricultural Rehabilitation Division of U.N.R.R.A, among 
the types of such simple industrial plants already built in various countries or in process 
of '!;>uilding, by size and investment required, have been the following : • 

Kind of Plant 

Rice milling plant . 
Vegetable oil processing: 

Cotton 
Soya Bean 

Pig iron smelter ... 
Brick kiln 

• I ,f" 

Cement plant-Asia 
Sulphuric acid plant . .. . 
Ammonium sulphate plant 

Sulphate 
Coke 
Tar 

., 

.,. .. 

Small power and light (water powered) 
Grain storage bins 
Grain heat treating equipment ... 

Weekly Output 

2,8oo bus. 

1,000 gals. 
1,350 gals. 

30 tons 
2o,ooo bricks 

350 bags 

5 tons 
20Q tons 

ro tons 
840 kw. hrs. 

6o bu. capacity 
150 bu. 

Cost of building 
and equipment . 

1,900 

3,000 • 
1,200 
2,500 
7·500 

6,500 

1,000 
20 
20 

· , . 'The costs' shown cover total costs for labour, material, and equipment, but do not include 
the costs of supplying technical leadership or plans. . . ' . 
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Experience has shown that experienced men are neede~ to supe~vise th~ co~structic;ms 

of the plants and the inauguration of the work, and to adv1se from bme to bme m meetmg 
technical problems as they arise--such as the shifting from one ore-body to another. 
A continuing national Industrial Extension Service in the member country is therefore 
needed to supplement the initial technical work in starting the projects. 

The experience in U.N.R.R.A has shown that the international sector of this service 
requires: 

(a) A small central staff to prepare plans, specifications, and directions, recruit 
and train engineering personnel, and to work out co-operative projects with member 
nations. 

(b) A group of advisory engineers experienced and trained in this work, who can 
be sent to help countries wishing to inaugurate the work, to train local apprentice 
engineers to develop and expand the work, supervise the building of more plants 
in other communities, train local labour to operate its plants, and advise them in 
meeting new operating problems as they arise. 

(c) A permanent training centre, equipped with pilot-plant installations of typical 
plants of the size and type involved, to facilitate the training of subsequent advisory 
engineers. This might be established in co-operation with some member nations, 
perhaps as part of an agriculture college or demonstration station. 

This work in U.N.R.R.A. will soon come to an end. We recommend that F.A.O. consider 
in what form some such service might be continued. 

APPENDIX V 

BACKGROUND MEMORANDUM ON WHEAT 

(Prepared for use of the Commission). 

1. Before 1914 government interferen.ce with international trade in wheat was limited 
to a few countries and usually took the form -~f .the imposition of import duties, which in 
retrospect appear comparatively low. Demand and supply in a well-developed world 
market were the dominant factors in the determination of price fluctuations and of the 
trend of world production. 

2. The first World War brought a considerable amount of government controls ; but, 
with the stabilization of currencies and the return to more normal conditions, most of 
these controls were abandoned. In the middle and later 'twenties, the world market for 
wheat functioned again in a similar way as before World War I, but Russia and India 
virtually disappeared as major exporters, and the production of Canada, U.S.A. and 
Australia was greatly expanded. 

3· The depression at the turn from the 'twenties to the 'thirties greatly strengthened 
the tendencies toward increased self-sufficiency which had already become pronounced as 
a result of the experience of World War I. Importing countries not only raised their 
tariffs on wheat flour to levels that, in some instances, were more than twice as high as 
in the late 'twenties and imposed tariffs in instances where they had previously allowed 
wheat imports free of duty ; but they had recourse also to a variety of other devices such 
as special taxes on wheat, milling quotas and mixing regulations, import quotas, permits 
and licences, and import monopolies. In many instances these measures were combined 
with price fixing in the domestic market and with subsidy payments to producers. 

4· This combination of measures succeeded in separating the domestic wheat markets 
in many importing countries from the world market. At times prices paid to domestic 
producers in some of these countries were twice and even three times as high as the c.i.f. 
prices of imported wheat before payment of duty. These discrepancies are illustrated by 
~hart I, which shows the price disparities that developed during the 'thirties between five 
Important wheat markets; Chicago (United States wheat), Liverpool and London 
(!llanitoba No. 3), Paris (home-grown wheat), Berlin (home-grown wheat) and Milan 
(home-grown wheat). 

5· Preferential arrangements and bilateral barter and clearing arrangements further 
reduce~ the possibility for competition in the world wheat market.· Only a few importing 
countnes wh?se resources were insufficient to meet their own requirements provided a 
relatively um_mpeded market. for ~he oversea suppliers. Producers in exporting countt;es 
confronted w1t4 the coUapsll m _pnces, far from reducing their production, maintained au4 
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even increased their acreages in an effort to expand their reduced incomes. Table I shows 
how world acreage has increased during the thirty years before the outbreak of World 
War II. , 

TABLE I 

Wheat AcJ'eage, million hectaJ'es· 

1909-13 1922-26 1927-31 1934-38 

Canada ... ... . .. . .. 4•03 8·93 10•06 10·18 
Argentina ... •.. . .. 6·50 7•27 8·30 7•33 
U.S.A. ... ... . .. . .. 21•04 25•08 27•26 29·86 
Australia ... ... ... ... 3·08 4•21 6·07 5•22 
U.S.S.R. ... ... . .. . .. 29·95 21·81 31·89 38·59 
India ... . .. ... . .. II•83 12•34 12·89 14•00 
U.K. ... . .. ... . .. •75 •70 ·58 •76 
Italy. ... ... ... . .. 4•77 4•71 4•87 5•06 
France ... ... ... . .. 6·68 5"44 5•30 5•22 
Spain. ... ... . .. . .. 3·86 4•27 4•40 4•16 
Germany (including Austria) ... I•89 1·69 2·01 

I 
2•33 

World Total (ex. Iran & China) II5 • 84 II8•35 139•17. 151•79 

6. The volume of world trade in wheat dwindled from 21 •7 million metric tons annually 
in 1924/5-1928/9 to 14·6 million metric tons in 1934/5-1938/9 (net imports of wheat 
including flour expressed in terms of wheat.) Countries which traditionally depended for 
their consumption largely or mainly on external supplies e.g. the United Kingdom, Belgium, 
Switzerland and Brazil, on the whole maintained their imports. The sharp decline in 
world' trade in wheat was mainly due to reductions in imports into Italy, Germany, 
including Austria, France, ezechoslovakia, .Egypt and Japan (see Table II.) 

-
... 

TABLE II 

Net Imporls of Wheat (inclJding"ftour in terms of Wheat) 
(Annual Average) 

1924/5-1928/9 1934/5-1938/9 

thousand thousand 
metric tons metric tons 

... ... . .. 2,286 512 Italy 
Germany (including Austria) ... 2,569 844 
Fmnce ... .... . .. J . .. 1,437 147 
Czechoslovakia ... ... ... 610 -II 
Egypt ... ... . .. ... 289 nil 
Japan ... . .. ... . .. 397 71 
Netherlands ... . .. ... 778 615 
United Kingdom ... . .. 5,601 5.465 
Greece ... ... ... . .. 550 457 
China (including Manchuria) ... 653 572 
Belgium and Luxemburg ... '1,094 1,061 
Denmark ... ... . .. ... 261 267 
Switzerland ... ... . .. 441 468 
Brazil ... ... . .. ... 849 1,012 

Total of above ... ... . .. 17,815 II,480 

Worid Total ... ... . .. 21,697 14,650 

(a) minus sign means reduction in trade. 
positive sign means increase in trade. 

Source : Stati~tics of the Wheat Advisory Cominittee. 

Reduction (a) 

thousand 
metric tons 
- 1,774 
- 1,725 
- 1,290 
- 620 
- 288 
- 327 
- 163 
- 136 
- 93 
- 82 
- 33 
+. 5 
+ 27 
+ 163 

- 6,336 

- 7·046 

. 7· While importing countries took various measures to protect their producers, 
exporting countries, faced with shrinkiflg markets and declining prices resorted to a variety 
of price supporting programmes, including loans to farmers, purchase for government 
fitockpiles, acreage coJltroh; and export l>llbsidiel! •. At the (>qtbrea.k of World War U 
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most wheat 'exporting countries had such programmes in operation. The United States 
developed a comprehensive system of supporting. prices. So-called non-recourse loans 
-were offered to wheat producers in order to assure them a minimum relationship between 
prices paid and prices received in conformity with the ",Parity concept." In addition,
steps were taken to control wheat acreage. The domestic programmes were, in later years, 
supplemented by wheat export subsidies paid out of a fund set aside from import duty 
receipts. In Canada, the Canadian Wheat Board was set up in 1935 to support prices by 
giving producers an option to deliver wheat to the Board instead of selling it on the open 
market. The Board paid a minimum advance at the time of delivery and full payment 
was determined after each crop had been sold. In Australia, the Government introduced 
a scheme in 1938 which aimed to ensure to wheat producers, in respect of wheat sold 
for human consumption in Australia, a price equivalent to 5s. 2d. per bushel f.o.b: 
Williamstown. The plan provided for the application of a special " fiour tax " when the 
export parity should fall below 5s. 2d. Payment to growers would be made from the 
fund so built. Conversely, by means of a special wheat tax, growers would contribute 
to the fund when the export parity price should exceed 5s. 2d. Payments would then 
be made to fiour millers. In Argentina the Grain Regulating Board (set up in· 1933). 
purchased virtually all the 1938{9 wheat crop in order to maintain the guaranteed price 
of 7 pesos per quintal. 

8. In the early 'thirties when the export price for wheat had dropped to extremely 
low levels, the price-supporting measures taken by exporting countries had resulted in 
the accumulation of stockpiles. Subsequently, the position in the world wheat market 
was relieved by the disastrous wheat-crop failures in the United States in 1935 and 1936 
and by the severe drought experienced by Canada in 1937. With a more abundant 
harvest in 1938 and increasing production in Europe in anticipation of war, new surplus 
stocks accumulated in the wheat-exporting countries. Table III shows the changes 
both in world wheat stocks and stocks in the four principal exporting countries from the 
Iniddle 'twenties to the outbreak of World War II. · · . - . . · 

TABLE III 

- World Stocks of Old _W~eat (thousand metric tons) 

Canada Argentina United Australia Total World 
States Total 

1922{26 average ... • 1,007 1,715 3,266 789 6,777 16,928 
1927{31 average ... 2,395 ~.395 5,879 1,198 12,411 23,651 
1932 ... . .. 3,701 1,769 10,642 1,361 17,473 27,815 
1933 ... . .. 5.933 2,041 10,397 1,497 . 19,868 30,618 
1934 ... . .. 5.525 3,212 7.457 ~.313 18,507. 32,278 
1935 ... ... 5,824 2,313 4,001 1,551 13,690 25,638 
1936 ... ... 3.456 1,769 3,865 1,170 10,260 21,337 
1937 ... . .. 1,007 1,388 2,259 1,116 5,77o . 15,432 . 
1938 ... ... 653 

I 
1,769 4,219 1,361 8,002 17,146 

1939 ... ... 2,858 4,899 7.484 1,905 17,146 32,496 
1940 ... ... 5.579 6,396 7.484 2,858 '22,317 35.735 

Source : Estimates of the Wheat Advisory Committee. 

The coincidence of these events with a new recession ca~sed the prices for exported' 
wheat to drop sharply again (see Chart 2). · 

World War II Period 

g. World stocks of wheat rose rapidly in the early years of the war owm:g to the loss of 
the European market and to the excellent crops in North America. By the Iniddleof 1943 
world stocks in the four principal exporting countries had reached the record level of 
47 million metric tons or some three years trade at prewar level. Since that date these 
stoc~s have fallen 'drastically t? the dangerouslr low level of 10 million metric tons despite 
continued excellent harvests m North Amenca. The factors which have contributed 
to this violent s~ft from. ov~l'-abundance t~ scarce supJ?lY wer~ the very great absorption 
of wheat for ammal feedmg m North Amenca, a large mdustrial usage in the U.S.A. and 
the heavy demand for whea~ from liberated and conquered territories in. Europe and 
the Far East and from lnd1a. In 1945-1946 the world trade in wheat attained the 
remarkable level of 24! million metric tons. 
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to. Wheat prices reflected fully the change in supply situation. After rem'a.ining at 

around So to 90 cents per bushel (for Canadian wheat) up to 1943 prices rose rapidly 
especially in 1945 and 1946 to the present extremely high levels and might well have risen 
further but for the activities of the cereals committee of the C.F.B., later the I.E.F.C. which 
programmed the flow of the scarce supplies of wheat from the exporting countries to the 
importing countries. . , · 

Present Situation 
xi. Under the impact of the second World War, the scop~ of government intervention 

increased greatly in both importing and exporting countries. Price fixing and regulation 
of imports and exports by Governments became the principal factors determining the 
prices of wheat in the various national markets as well as in the various sectors of the 
international market. 

· 12. At present these 'Prices differ greatly. Of the principal exporting countries, the 
United States is selling wheat on the basis of current market prices, which for No. I dark 
hard winter at Gulf Ports was $2 · x8! on November 14, 1946. Canada sells wheat at 
difierent prices ; the wheat agreement with Britain set the price at $I· 55 for the contracted 
160 million bushels to be delivered annually during the current and the next crop year 

111nd provided for price floors of $1 ·25 and $I •OO for the 140 million bushels· to be delivered 
-annually during the third and fourth years of this agreement. To other countries Canadian 
·wheat, No. I Northern in store at Fort WilliamjPort Arthur, was sold at $2·24 as of 
November 14, 1946. Australia's general wheat price at ocean ports was $1 · 77, while 
Argentina has recently charged ·.$3•00 per· bushel for wheat f.o.b. Buenos Aires. The 
export price for Turkish wheat was fixed at $3·92 prior to July I, 1946. Importing 
countries have fixed their wheat prices in accordance with their overall domestic price and 
wage policies and, oin general, with little or no relationship to world market prices. Producer 
subsidies are used in many instances to supplement producer returns from the sale at the 
fixed prices and -consumer subsidies to stabilize costs of living. 

International Wheat Agreements 
13. In August 1933' the governments of 22 countries, including the U.S.S.R. signed an 

agreement which-
(a) provided for a 2-year plan to regulate the exportS of wheat, check the uneconomic 

expansion of wheat in importing countries, reduce import barriers when the price of 
wheat rose to a specified level, etc., and 

(b) set up a Wheat Advisory Committee to administer the Agreement and to make 
periodical recommendations to governments on matters pertaining to production, 
consumption, trade in and prices of wheat. The operative clausei of the 1933 agree
ment soon proved ineflecti_ve, but the tenure of the Wheat Ad~ory Committee was 
extended by two-year penods to August 1940. 

14. In January 1939, .after intermittent attempts to draft a comprehensive wheat 
a_greement, the task was assigned by the Wheat Advisory Committee to a Preparatory 
Committee consisting of representatives of Argentina, Australia, Canada, France, Germany, 
Hungary, Roumania, U.S.S.R., the United Kingdom and the U.S.A. The war not only 
·interrupted this work but also in several important respects aggravated the world wheat 
problem. In June 194.:1, however, representatives of Argentina, Australia, Canada, the 
United Kingdom and the U.S.A. met in Washington and submitted to their governments 
a preliminary report in August 1941. A Memorandum of Agreement was initialled in 
April 1942. This received the approval of the five governments in June 1942 and its 
provisions, amended in June 1946 to take account of the cessation of hostilities, came into 
effect on tha:t date. 

15. The Memorandum d Agreement provided for the convening by the U.S. when 
the time is deemed propitious, of a conference of all nations having a substantial interest 
in wheat, whether as producers or consumers ; and for consideration by that conference 
of a general agreement called a Draft Convention prepared by the Washington Wheat 
Meeting. In the meantime, the Memorandum of Agreement requires the adoption by 
the five countries of : 

(a) measures to control production at the discretion of eac~ of the five countries; 
_ (b) the arrangements described in the Draft Convention necessary to the adminis
tration and distribut~on of the relief pool of wheat. 

The preamble to the Draft Convention of 19/fi/2 refers to the danger of a postwar 
accumulation of wheat surpluses and points out that a solution of this problem will involve 
national and international measures for the regulation of wheat production in both 
exporting and importing countries, the orderly distribution of wheat and flour at prices 
fair to both producers and consumers and the maintenance of supplies ample to the needs 



of consumers without creating a burden of unwanted surpluses. It stresses that abundant 
supplies cannot be assured to consumers without a substantial decrease in uneconomic 
incentives to high cost production, a lowering of barriers to world trade and prices to 
consumers not substantially higher than the price of wheat in international trade. 

16. The principal clauses of the Draft Convention provided for control of wheat pro
duction and regulation of reserve stocks, management of exports by quotas and the 
establishment of minimum and maximum prices. , 

17. In addition, the governments of Argentina, Australia, Canada, the United Kingdom 
·and U.S.A. undertook to establish a pool of wheat for intergovernmental relief to war 
stricken areas. This provision was put into force and the obligations entered into were 
carried out after the war. • , 

18. At its 12th session held in July, 1946, the International Wheat Council set up a 
Preparatory Committee consisting of the thirteen Governments which are members of 
the Council, and instructed it to revise the Draft Convention drawn up in 1941/2 for 
submission to an Intemational Wheat Conference. Apart from the relief pool and the 
discretionary measures to control production none .of the principal terms of the 1941/2 
Draft Convention were operative. · 

Future Outlook 
19. The present structure of wheat prices is likely to change greatly with the prospective 

shift from the present scarcity of wheat to more ample supplies and with the retuni of 
more normal economic and monetary conditions in the wheat-importing countries. ,The 
prospect is, however, that many of these countries, by means of various devices, will 
maintain protection for their d~mestic wheat producers. · 

20. On the basis of war-time legislation, the U.S. Government ~ under legal obligation 
to maintain wheat prices at 90 per cent. of parity until two years after the year in which 
the President will declare the end of the war emergency. The United States has made 
wheat price supports a regular feature of its agricultural policy by legislation in the 
thirties. • .. • · ' 

21. The Canadian Wheat Board's support prices proved to be above market levels for 
the 1938 and 1939 crops, but from 1940 onwards, the Board's sales realised more'tban the 
advance initially paid to producers and the excess receipts were returned to them.·· Since 
1943 the Winnipeg futures market has been closed and the Canadian Wheat Board has 
been the sole outlet for producers' wheat. · 

22. In Australia, the Commonwealth Government has compulsorily acquired an wheat 
produced except for farmers' seed and feed requirements. The wheat so acquired is 
placed in pools (a separate pool for each crop year) and is being disposed of by a Govern
ment Wheat Board by sales for domestic consumption and export overseas. . The ne,t 
returns from the pools, less administrative expenses, are paid to the producers from whom 
the wheat has been acquired. · 

23. In Argentina the Institute for the Promotion of Trade is the only buyer and seller 
of wheat. Irrespective of market prices, the farmer will receive 17 pesos per 100 kilograiDS 
of 1946-7 wheat, basis grade 2 on cars or lighters in the port of Buenos Aires, for the 
first 300 metric tons sold and 15 pesos for additional quantities. · 

24. In spite of the price-s~pporting measures taken in exporting countries, it is likely 
that the present discrepancies in export prices for wheat will be narrowed when cOnditions 
become more normal ; but should the export market become severely curtailed as a result · 
of the expansion of grain production in importing countries, exporting countries may 
need to have recourse to subsidies or other devices to bridge the gap between the prices 
at which they export wheat and the level at which they support prices or per unit returns, 
to producers. . 

25. Extensive use of long-term contracts might give the contracting exporting countnes 
price stability during the period of operation of the respective contracts, but in the 
absence of an operative international wheat agreement, the pressure of surpluses ~n what 
would remain as unregulated export markets might tend to depress the prices in these 
markets the more severely the l}aiTOwer these markets become. This might in tum 

• have repercussions on the prices in the so-called contractual markets. ' ' 
26. The future prospects for the wheat market are therefore extremely uncertain. 
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APPENDIX VI 

BACKGROl!ND MEMORANDUM ON RICE 

(Prepared for use of the Commission) 
I. Characteristics of Rice Economy 

1. Rice is predominantly an Asiatic crop, other countries and areas being of minor 
importance in the world total. About 95 per cent. of the world's rice is produced and 
consumed within a group of countries in South-east Asia. The farmers of the world whose 
principal crop is rice far outnumber those whose principal crop is wheat, for much of the 
world's wheat is produced by commercial growers on large tracts, whereas rice is produced 
on many small plots by subsistence farmers. Similarly, the consumers of the world 
whose principal food is rice outnumber those whose principal food is wheat. 

II. Pre-war Positiotl 
(a) Production 

2. Before the war rice and wheat were about equal in volume of production, if 
comparisons are based upon the weights respectively of rough· rice and threshed wheat. 
The following table, based on the estimates of the United States Department of Agiiculture 
gives world production in term~ of milled rice during the 5 years 1935-6 to 1939-40. 

ASIA 
China .. ; 
India 
Japan 
IndQD.esia 
Burma .. ; 
Indo-Chin& 
Siam· ... 
Korea 
Philippines 
Formosa 
Others 

Total 

Rice: World Production in terms of milled rice 

Million metric tons 
1935-6 to 1939-40 

37•6 
29"5 
8·5 
6·3 
5"0 
4"5 
3"1 
2·8 
1•6 
1•2 
2•0 

•.. 102•1 

Average 
OTHERS 

Africa 
South America 
North America ... 
Europe 

World Total 

(b) International Trade. 

... 106•2 

3· International trade in rice is largely confined to Asia. The rice exports of the non
Asiatic countries are barely one-tenth of the net exports of South-east Asia. Burma, Siam 
and Indo-China are the leading exporting countries. Exports of Korea and Formosa 
were, in pre-war years, destined for Japan. These countries are heavily dependent upon 
ri~ exports since rice is their principal crop and agriculture their principal industry. 
During the pre-war period, net imports of the world amounted to 7 · 3 million metric tons, 
of which .5 • 3 millions was imported by Asiatic countries and I • 3 million tons by the 
European continent. Of the Asiatic countries, the largest importers were, strangely 
enough, also the largest producers of rice in the world. Thus India imported I • 4 million 
metric to~. Japan x·6, China 1•1. Ceylon was the only country which depended for a 
large proportion of its domestic consumption on imported rice. 

' (c) Tr"en.d of Consumption . • 
. 4· In the pre-war period, the per capita wheat and rice consumption in the world as a 

whole had both tended to decline, but these lowered consumption levels usually resulted 
from quite -different causes. The decline in wheat consumption has largely reflected a 
qualitative improvement of diets, whereas the decline in rice consumption is attributed in 
part to the failure of rice ·production to keep pace with the increase in population in 
Asiatic countries. The following five-year averages, expressed as index numbers suggest 
that these tendencies have been in evidence in the II Asiatic countries considered for at 
least a quarter of a century. 

Period Rice Production Population Production per caput 
1921-25 100 ' 100 
1926-30 100 106 
1931-35 106 ii3 
1936-40 107 120 

SOURCE : Food Rese;m:4lnstitute, Stanford University : 
Asia. 1941, 

100 
94 
94 
89 
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(d) Marketing Organization and Methods , 
· 5· The prevalence o£. a subsistence e~nomy ~ the ma~o~ rice growing ~gions of Asia 
has impeded the development of marketing practices and milling methods of ~ce comparable 
to those of wheat. The competitive pressure among the «:xporting '?ountries .was not so 
strong in rice as in wheat. Because of the absence of uruform trading practices, a lack 
of communication and other facilities necessary for the functioning of an advanced type 
of trading, futures markets were exceptional in the case of rice. The lack of adequate 
transport made any large scale movement of rice from the interior to the central markets 
impracticable. The. absence ~f common standar~ weights a~d m«:asu;es, a~d well estab~ 
lished grades for pnce quotations led to the busmess operations m nee bemg conduc~ed 
generally on individualistic lines in the major rice exporting countries. In Japan the nee 
industry was, however, better organized than elsewhere in the ;Far East. 

6. Institutions for financing the planting, growing and marketing of the rice crop were 
generally inadequate. Cooperative marketing and credit associations, usually under 
Government supervision, were being organized in most countries but they had made 
relatively slow progress and benefits were not widely extended. After paddy had reached 
the large assembly points or milling centres, and was in the hands of merchants, greater 
adherence to specified trading standards appeared. The consumption of rice tended to 
correspond closely with the annual production, so that there was no substantial carry-over 
from one season to another as in the case of wheat. Rice stocks are commonly held in · 
many hands, by growers, by numerous distributors scattered throughout the market, but 
their dealings are, in the absence of storing facilities, small and intended to meet require
ments only until the next harvest, 

7. There is at present no system of handling rice comparable to the bulk handling of 
wheat, nor is there any counterpart of concentrated wheat storage at relatively few points 
for domestic and overseas markets. 

8. Japan, with more favourable climatic conditions, had regularly maintained a.. 
considerable stock of brown rice under ideal conditions of storing, ventilating and 
fumigating. Normally, the carry-over at the close. of a season was equivalent to one 
month or six weeks' consumption. It is reported that roughly one-quarter of the output 
in Java was sold to the mills, where stocks were held in the form of paddy. The release 
of milled rice is spread over a period of four to six months. Experiments were made 
during tJ:le w~r to hold stocks in the form of par-boiled rice which has better keepin!L!l,uality 
than whtte nee. ·. :• :·'II 

(e) Prices 
9. Before the war cleaned or brown rice was sold in many free markets a.t a. premium 

over wheat. This was the situation in the markets of Britain, North China. or Singapore, 
where rice competed with other grains. Where tariffs and other import controls were 
imposed, the price relationship became different. In France, for instance, wheat prices 
were generally maintained at a higher level than those of rice to protect domestic wheat 
growers. Rice in Japan was, on the other hand, artificially held at a. higher premium 
over wheat. In Asiatic countries rice was normally more expensive in the wheat-surplus 
and rice-deficit regions. In China, where most cereals competed freely, rice normally 
commanded the highest price, kaoliang and maize the lowest, whereas wheat occupied 
an intermediate position. The price spreads were not constant, but variable from yel!X 
to year. 

. 10. The record of rice prices in the principal rice markets is very fragmentary. Any 
mferen.ces as t~ long-term trends 9r relative price movements. drawn from the price 
quotations of nee must be treated with considerable reserve. The spreads between 
export prices and import prices of identical grades of rice in Singapore, Hong Kong and 
Ceylon would be smaller than tb,e London-Rangoon spread. In the import markets of 
Java_. Ra~goon rice was consistently more expensive than Saigon rice. The general 
rela_b_onshtp before the war was apparently that rice from Siam occupied a. premium 
p~stbon, tll<~;t from Indo-China a discount position. Within each of the exporting coun
tnes, ~h~ pnce structure reflected the millers' preferences for certain types of paddy and 
t~e !:lulling results obtained. Price differentials between grades of the same variety of 
nee m large part reflect the content of broken kernels and other commercial factors. 

I I: As rice is la_r~ely a subsistence crop produced by numerous growers on small 
holdmgs under _tradttional methods, the supply of rice showed only a. moderate fluctuation 
as '?ompared wtth wheat and in Southeast Asia, rice prices were normally somewhat less 
vanable from year to year than wheat prices. • 

I 2. The _course of gold prices of export rice over the period 192o-1939 differs little from 
one exportmg: country to another. In general there was a. sharp drop from 1920 to 1921, 
a moderate ~~ ~o 1926, a moderate decline to 1930, a. very steep decline to 1934. and 
gradual stab1hs~tion thereafter at about the 1934 level, Import controls in the Nether
lands East lndtes an<l J apatt apparently helped to keep the level of domestic prices in 
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terms of gold from falling to as low a level in the period 1933-39 {as compared with 
·l925-29), as they did in the case of the exporting countries. Gold prices of rice in the 
importing countries moved in 1933-39 at levels which were only 28-38 per cent. of their 
·1925-29 levels, The level of rice prices fell more than the purchasing power of rice from 
the middle twenties to the early thirties. . · 

(f) Government Interoention in Rice Trade 
· 13. The unfavourable economic position of 1;he rice growers in Asia in the early thirties 
led to governmental intervention in the rice trade. Such intervention took the form of 
varying de&rees of assistance to the. growers or protection to the consumers through 
export and 1mport controls, the creation of state-owned stocks for equitable distribution, 
the licensing of middlemen and regulation of their margins, the supervision of weights 
and measures, grades and so on. Attention is focussed here on the more well-developed 
·systems of control in the pre-war period, in the Netherlands East Indies and in Japan. 
In Java, the Government introduced a regulation of imports of rice in 1933 with the twin 
objectives of stabilising rice prices and efficient distribution of the available supplies. 
Thi~ was ~mended in: 1934 s~ as to ~qua~se impo;ted and d~mestic rice prices by levying 
duties on 1mports. Regulation of Rice Mills was mtroduced m 1940 to control the various 
domestic factors which influenced the local market. In 1939, the Government established 
a Food Fund which operated the policy of organised purchasing of rice from mills at fixed 
prices and storing it against emergencies. 

14. In Japan, the Government attempted directly or indirectly to control rice prices 
from 1921 on. Various measures were developed: control of the distribution of surplus, 
control of stocks, price regulation, prohibition of speculation, increase of extraction rate 
and restriction of industrial use. The rice control schemes in Japan were longer in operation 
and more comprehensive than any other control measures instituted by other Asiatic 
countries. 

III. Changes in Rice Eetmomy. during the War 
15. As a result of the war in the Far East and the Japanese occupation of the rice

surplus zones, tile marketing arrangements and price structure which existed in South
east Asia were completely disorganised. Although it is reported that the Japanese 
stimulated rice growing instead of plantation crops in the food-deficit territories under 
occupation tllere is no information available as to the degree of self-sufficiency achieved. 
It is evident, however, tllat tile rice industry in the war-devastated regions of China and 
Bum1a suffered a serious breakdown. The rice Inills were either damaged or put to war 
uses. The breakdown of the marketing arrangements and lack of export trade resulted 
in a heavy reduction of output in Burma and Indo-China. Stocks of rice in Siam are 
reported to have risen to an abnormally high level towards the end of the war. But the 
total supplies in Southeast Asia were far below the total demand. In India, the acreage 
under rice was increased by roughly 10 per cent. during the war, but the export and military 

· requirements more than offset a rise in production. The cessation of import of rice from 
Burma aggravated tile shortage of rice in India. Natural causes brought about the crop 
failure and famine in Bengal in 1943· The shortage of rice again became catastrophic 
in 1946. The situation in China was also serious and localised rice famine persisted in 
certain parts of China tllroughout the war and in the post-war period. 

IV. Cu"eat Position and Outlook 
16. Today there is an acute shortage of rice. The supply available for allocation by the 

International Emergency Food Council is hardly 40 per cent. of the minimum import 
requirements of the countries for which rice is a staple food. It is estimated that the 
1946/47 world rice crop may be about 10 per cent. larger than the 1945/46 harvest, but only 
·go to 95 per cent. of the prewar average. 

· .t7. In the ri~e-surplus regions of Southeast Asia {i.e. Bunna, Indo-China and Siam), 
where the acreage planted to rice in 1946 was about two-thirds of the prewar average, 
the supplies available for export through 1947 are not expected to exceed 2 million metric 
tons as compared with the prewar exports of 6 million metric tons. The supply of rice 
from Siam, under the terms of the Tripartite Agreement, has been disappointing., but 
price-premiums and other inducements now offered to growers may increase procurement 
jn the coming months. Korea and Formosa, which prior to the war exported 1 • 6 million 
metric tons of rice, have no exportable surplus this year, Indeed, K9rea has appeared 
as a clainlant for rice imports and has been given an allocation by IEFC to help her tide 
over the prevailing food shortage. Under the stimulus of wartime demand and high prices 
a considerable expansion of rice production has taken place in the United States and 
certain South American countries. The exportable surpluses from the Western Hemisphere 
coupled with the absence of import claims for Europe have contributed to alleviate the 
acute rice shortages in Asia.· The rehabilitation of tile rice industry in the Fat East may 
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take time. In India, the expansion of rice acreage at the expense of export crops has 
already reached the limit, but the problem of increasing the relatively low yield remains 
unsolved. In view of the growth of the rice eating population th~ critical shortage of 
rice in the Far East is expected to last a number of years. 

18. Unlike the world wheat prices, which are relatively stable, rice prices are for the 
most part uncontrolled and extremely variable from one country to another. The export 
price in the United States is about three times the basic price in Siam. The price fluctuation · 
1s even greater in certain South American countries. The f.a.s. prices in Indo-China and 
Egypt are reported to be 3<>-40 per cent. higher than those ruling in Burma. Within each 
country the amplitude of variation is also considerable. In short, the rice market is in 
a highly abnormal state. 

V. Conclusion 
19. Production of rice has fallen by about the same proportion as wheat production, 

but there are two important differences. 

20. First, the fall which took place in the production of rice was largely concentrated 
in the prewar export regions, whereas in the case of wheat there was a significant rise 

·in the production in these areas. 
Second, there were no large reserve stocks of rice either i~ the exporting or the importing 

countries which could be used to increase the quantum of exportable supplies as con
trasted with which large quantities pf wheat drawn from stocks were available for increasing 
exports. The result has been that the price of rice has gone up much more than the price 
of wheat and black markets in rice flourish much more than they do in wheat. There has 
also been a reverse of the prewar position of rice exports movmg from the east towards 
the west and non-Asiatic sources of supply now play a more important part in rice export 
than they did before the war. The shortage of rice availabilities has also led to an addi
tional demand on wheat and thus further complicated the international food picture. 
The variations which exist today in rice prices in different rice exporting and rice consuming 
regions are much greater than before the war or than what exist today in the case of wheat. 
There seems to be, therefore, a clear case for intergovernmental consultation in the . case 
of rice from the point of view of increasing production, minimizing differences in prices, 
and building up emergency reserve stocks. 

,,) 
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APPENDIX VII 

BACKGROUND MEMORANDUM ON SUGAR 

(Prepared for the use of the Commission) 

1. World sugar production averaged 31·2 million metric tons (raw basis) during the 
s prewar years, 1935-39, or about S million tons more than the average of each of the 
:z immediately preceding 5-year periods. Disappearance or world consumption averaged 
about the same as production during the 1935-39 period, but world prices for unprotected 
raw sugar ranged about the low level of I cent per pound. Prices for protected 
sugars, which made up the bulk of production, averaged materially above that level 
and ranged from 3 to JS cents per pound. 

2. Immediately following World War I, sugar was unusually scarce and prices sky
rocketed. This situation generated a marked expansion in production throughout the 
world. The beet-sugar producing countries of Europe increased production rapidly 
from the low levels prevailing during the war period, and launched programmes of national 
self-sufficiency in sugar. This trend was continued until the outbreak of World War II. 
In the 192o's the important cane-sugar producing areas which were the principal sugar
exporting countries, also expanded production at a rapid rate, partly through. the 
introduction of improved varieties of cane. The result was that, when the world was 
plunged into the great economic depression in the early 1930's, sugar was being produced 
in excess of requirements and surplus stocks piled up. , (In 1929 the world carryover 
was 9 million tons). It was not"until the middle 1930's that these· surplus stocks had been 
liquidated at a tremendous loss to producers. Production in many of the important 
exporting areas was forced sharply downward, and production and marketing controls of 
various kinds were put into operation. Despite these actions, the· principal importing 
countries continued to expand production behind protective trade walls, and, therefore, 
their requirements and exporters' surplus supplies still failed to balance. Although world 
prices had improved slightly from the depression lows, they continued at low levels. · 
Thus, there were indications that further adjustments were needed. · 

Production and Trade 
3· Cane sugar is produced in nearly all of the important tropical areas of the world 

and beet sugar in many of the temperate countries. In many countries cane sugar is 
produced in sufficient quantities to provide only for domestio re!luirements but there are a 
number of areas, namely Cuba, Dominican Republic, Brazil, ·Peru, Haiti, Java, the. 
Philippines, Formosa, Australia, South Africa, and British, Portuguese and French 
Colonies, where sugar is an important export crop. Only a few countries produce an. 
export surplus of beet sugar. In normal times, they are Czechoslovakia, Poland, Germany, 
Denmark, Union of Soviet Socialist Republics, and sometimes Sweden. 

TABLE I 
Estimated production and consumption by Continents-1935-39 average 

Production ConsumJ?tion 
Continent I,ooo Metric Tons I,ooo Metric Tons 

(Raw value) (Raw value) ' 
North American, Central America and 7,912 7,427 . 

West Indies. . 
Europe ... ... . .. . .. ... 9,245 11,477 
Asia ... ... ... . .. ... 9,8:zs 8,847 
South America ... ... .. . . .. 2,198 ' x,8s3 
Africa ... ... . .. ... .. . ., .. 1,061 894 
Oceania ... . .. ... ... ... 944 " 454 

Total 31,185 -... ... 30,952 



TABLB II 

Estimated total IMPorts and imports by Continsnts averages 1909-13, 192o-2<J, 1925-29, 193o-34, 1:1nd 1935-39 

. 
1909-13 

~ 
192o-24 1925-29 193o-34 1935-39 

Area , 

Exports Imports Exports Imports Exports Imports Exports Imports Exports Imports 

1,000 1,000 1,000 .1,000 1,000 1,ooo . r,ooo 1,000 1,000 1,ooo 
Metric Metric Metric Metric Metric Metric Metric Metric Metric Metric 
Tons Tons Tons Tons Tons Tons Tons Tons Tons Tons 

North America, Central America 
and West Indies ... ... 2,197•4 1,940•7 4.461•0 4,016•9 5,286·7 4·496·9 J,267·6 3,216·1 3·479·6 3,167•5 

South America ... ... ... 130•2 229·6 513•2 iu·8 449•0 179•0 503•3 153·6 528·3 179•0 

Europe ... ... .. . ... 2,219·2 2,388· 5 1,I2I •9 2,913·6 2,016•2 3,718•7 1,6II•O 3.468·7 1,157·8 3·478·3 

Asia ... ... ... . .. 1,228•4 1,539·6 2,100•4 1,319•0 2,980·5 2,261•0 2,677·0 1,463·2 2,130•0 931•2 

Africa ... ... . .. .. . 157•2 252•0 305•9 . 127•4 390•5 252•5 506•3 247•7 689·8 133•4 

Oceania ... ' ... ... .. . 126·6 84•0 81•4 91•7 247·8 74•6 407•0 81•8 534•0 83·2 

Total ... ... I 6,059·0 6.434•4 8,583·8 8,580·4 II,370•7 10,972•7 8,972•2 8,631 • I 8,519• 5 7.972•6 

Office of Foreign Agricultural Relations, USDA. 
Compiled from official sources. Continental and world totals do not include data for some minor countries. 
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.(. The United States, the United Kingdom, Canada, Norway, Greece, Chile, Bolivia, 

Uruguay, Switzerland, Finland, Portugal, Iran, New Zealand, China', and. Japan are the 
chief importing countries although much of the Continent of Africa, the Middle East,· 
and parts of south-eastern Asia depend entirely upon imports. In the inter-war years, 
there was a substantial trade in sugar between countries producing raw sugar for export 
and certain importing countries which, in tum, exp~rted refined sugar to non-sugar 
producing areas scattered throughout the world. 

5· Partly because of the differences in costs of production existing between I beet ~nd 
cane sugar, and partly because of the nationalistic tendencies in the various countries, 
sugar production is protected by relatively high tariffs, excise taxes, marketing quotas, 
subsidies to producers, and other forms of trade barriers. · In many importing countries, 
sugar is taxed as a revenue measure, as are sugar exports in many producing countries. 
The trade barriers became so restrictive in many importing countries, which also had a 
national defence programme for expanding relatively high-cost sugar production, that 
the so-called free sugar market had dwindled from about 6 million tons (about 6o per 
cent. of world trade) in the mid-192o's to the relatively low level of only a little over· 
3 million tons (about 35 per cent. of world trade) in 1939 and prices had fallen from around 
2t-3 cents to around one cent per pound. By the free market is meant that part· of 
the international trade in sugar which is not regulated by bilateral or preferential 

. an;angements. 

Prices and Consumption 

6. Because of Governmental intervention in the production and distribution of sugar 
during the inter"war period, there were marked differences among countries in prices. 
paid by consumers and in the consequent rate of consumption. The table below, 
although incomplete, indicates some of these differences. 

Country 

Denmark ..• 
New Zealand 
United Kingdom ... 
United States 
Canada 
Australia ... 
Sweden 
Eire 
Switzerland 
Norway 
Belgium 
Czechoslovakia 
Netherlands 
Chile 
Germany 
France 
Brazil 
Poland 
Italy 
Yugoslavia 
Bulgaria 
China 

TABLE III* 

Per caput consumption, 1934-38 average 
Retail prices in 1936 in specified countries: 

1934-38 average . 
Per caput consumption 

pounds, raw basis 

122•3 
113·8 
111•2 
103·3 
102·1 
109 
101•6 
91•4 
88·4 
75•4 
69·0 
65·0 
64·6 
60·4 
56·4 
57•5 
49•4 
27•1 
19·0 
I2·6 
9·4 
4•1 

• U.S. Department of Commerce.· 

Retail price. of refined 
sugar, 1936 

, Cents per pound. 

4•30. 
6·64 
4•63 
5•50 
5•70 
5•35 
·9•40 

. 7•12 
5·62 
7•19 

II•23 
14•24 
3·69 

13·66 
9•54 
2•84 
8·45 

2I·8o 



·"'f:. Iri addition to the import d';lties and tax~ levied on sugar! many countries provided 
subsidy payments to producers m order to stimulate production and import quotas to 
control imports. . 

, · 8. It is to be note~ tha~ there is.some relationship b~tween retail pri~es and consumption 
-the l~wer the retail pnce the higher the ':onsumptu:m rate-but this relationship tends 
to be distorted somewhat by the marked differences m consumer purchasing power. In 
some instances duties and taxes are higher than prices, which usually means that the 
country is either self-sufficient in production or in some cases is a net exporter of sugar.* 

War Period 

· g. During the war years, the international trade in sugar was reduced because of a 
diversion of shipping to more strategic war purposes and because of war blockades or 
markets. Rationing became general throughout most of Europe and the Middle East. 
In the early war years these conditions forced prices further downward and backed up 
huge stocks in important export-producing areas. This situation gradually changed in 
1941, as the demand in the United States increased sharply and shipping to that market 
remained plentiful. Export prices rose and available supplies were moved into 
consumption. Then, after Pearl Harbour and the elimination of the Philippines and 
Java as a supply source for about 2•4 million tons of sugar, shipping for sugar became 
scarce and rationing becam~.necessary in the United States and Canada. 

10. None of the Central and South American countries have found it necessary to ration 
sugar during the war years, but considerable difficulty has been encountered in maintaining 
supplies sufficient to meet requirements. In most countries prices rose despite efforts 
to control them as purchasing power increased. These conditions have resulted in a sharp 
rise in requirements and as greater supplies became available consumption also increased. 
Production in many of these countries did not keep pace with requirements and, therefore, 
imports became necessary. Since the United States and the United Kingdom made joint 
purchases of all exportable production in all of the important areas except Peru, the supply 
of sugar available for the Central and South American countries has been limited and 
prices have risen sharply. In 1945, it was agreed that Cuba should provide at least 15o,ooo 
tons to help meet this unrationed demand, and in 1946, 284,ooo tons. . 

II .. Sugar production in the world in 1945 totalled 27. million short tons and supplies 
were the smallest in relation to requirements in 25 years. On a 1944 rationed-demand 
basis the world was short at least 2 million tons of sugar. This situation was brought 
about largely by a decline in production in the important export producing areas of the 
Caribbean and the Indian Ocean occasioned by drought and hurricanes, and in Europe 
occasioned by war devastation of the beet sugar irtdustry. The Philippines had been
liberated but reports indicate that little sugar will be produced there before 1947 as sugar 
cane :fields and sugar mills are in need of rehabilitation. Production of sugar in this area 
was brought to a halt in 1942. In Java, after a production of around I· 3 million tons in 
1942, production went gradually down until it came in 1946 practically to a standstill. 
Many mills have been put out of action by the removal of machines by the Japanese and 
the conversion of mills into motor-fuel factories. It is expected that little sugar will be 
produced in Java before 1949. 

Government bulk purchases 

12. Beginning with 1942 and ·continuing through 1945 practically the total exportable 
surplus of Cuba's sugar industry was sold to the United States Government to meet wartime 
requirements. These annual crop sales provided for full production except iii 1943 when, 
because of limitations on shipping occasioned by the submarine campaign, it was recom
mended and finally agreed to limit production. For three years these sales were inade 
at an f.o.b. price of 2·65 cents per pound, substantially above that of any year since 1927. 
The 1945 sale was made at 3 · xo cents. The higher prices together with increased production 
resulted in the highest income to the industry since the 192o's; In 1946 a new contract 
was made to purchase the 1946 and 1947 crops at a base price of 3•675 cents per pound 
subject to escalator clauses based principally on the retail price index of food and the 
cost of living index in the United States. The highest price paid in 1946 as the result of 
the operation of the escalator clauses sets the minimum basic price to be paid in 1947. 
As a result of these escalator clauses, the current price is around 4 · 76 cents per pound. 

• For more details, see" World Trade Barriers in Relation to American Agriculture". 
Senate Document, No. 70, 73rd Congress, 1st Session published in Washington, D.C., 
in 1933· 
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In the case of the Dominican Republic and Haiti production w!lS substantiall~ increased 
during the war years, as all of the exportabl~ surplus was sold either ~o the Umted States 
or to the United Kingdom at the pnces paid for Cuban sugar. Unlike Cuba, these two 
areas in peacetime depend entirely upon the world free market for an export outlet. -

13. The United Kingdom purchased all of the ·exportable SUzPluses of the British 
Dominions and Colonies during the war years and is continuing the bulk purchase up to 
1949. Prices paid for the various crops, increased gradually during the wa.,- and now 
approximate to the level paid for Cuban sugar. 

I ntwnational Allocations 

14. The Combined Food Board, organized in 1942 with a membership composed ?f the 
United States, United Kingdom, and Canada, established a sugar committee which reVIewed 
the supply and distribution of sugar continuously during 1942 and 1943· The primary 
concern in these years was to maintain a minimum of shipping available to move sugar 1 

from the available export producing areas to principal allied consuming countries. In 
1944 and 1945 the shipping situation for sugar improved and the problem became one 
of allocating supplies. Also, the question of increasing production became importa!lt. 
In view of the small supply of sugar available in the world from the 1945 sugar campa1gn 
relative to the increased requirements occasioned by the liberation of many countries in 
Europe, the problem of allocation was very difficult. In 1946, however, it was decided 
by the I.E.F.C. (which in that year replaced the C.F.B.) that all claimant countries could 
be supplied with approximately 70 per cent. of pre-war consumption. Because of the 
variation of actual supplies from the early estimates, many countries did not obtain 70 per 
cent., but slightly less. For North America and Europe the Board recommended allocations 
totalled close to II million tons of sugar including indigenous· production of claimant 
countries. For the Indian Ocean countries the recommended allocation included only 
supplies available in the area. This resulted in approximately the same consumption 
level in the claimant countries as in North America and Europe. It can be said, however, 
that no country received all the sugar that could have been distributed under unrationed 
conditions. ' · 

Future Outlook 
15. It now appears that, although world production of sugar in the 1946 campaign 

will be somewhat larger than the relatively low total of 1945, the supply situation will 
not be eased before 1948 and probably not until 1949· .. It is estimated that for North 
America and Europe allocable supplies in 1947 will be about 10 per cent. larger than in 
1946. . 

I 

16. When, as is to be expected; production in the Philippines and Java is brought 
back to the pre-war level and if the European beet-sugar industry is again rehabilitated, 
sugar will be in a surplus supply position again. It is possible, of course, for. the 
development of such a situation to be delayed somewhat if a generally higher-than-pre-war 
level of consumer purchasing power is maintained throughout the world. In the United 
States alone a requirement of 2 million tons above the pre-war level is entirely possible. 
Also the requirements of many Central and South American countries are now considerably 
abo':e tho_se of pre-war. Any step taken by Governments to lower trade barriers and 
continuation of pre-war efforts to. promote the marketing of sugar would tend to expand 
world demand. 

17 .. It see~s probable that the supply and demand for sugar at or about current levels 
of pnces, wlll not balance until 1949 or 1950. The need for continuing price controls 
and recommend~d allocations during this interim period will, therefore, remain. To 
ab_andon allocations at present would almost certainly result in a further increase in 
p_nces and a ~aldistribution of the available supplies. Extremely high prices at this 
bme would stimulate uneconomic expansion of production and lead to further difficulties 
when a world surplus develops again. 

International Sugar Agreements 

18. While s~veral attempts had been made before· 1931 to co-ordinate sugar production 
~D:d. c~nsumption, the Chadbourne Agreement signed at Brussels on May 9, 1931, on the 
imtiabve of the ~ub3:n sugar industry, can be considered as the first important step 
towards the stabilization of the sugar market, as it succeeded in including more than 
45 per ~ent. of world sugar production. It was signed by Cuba, Java, and by five European 
countries.. (~rmany, Hungary, Poland, Czechoslovakia and Belgium.) Peru and 
YugoslaVIa JOmed later. Under this agreement, Cuba and Java agreed to curtail their 
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fl.nnual production and the European nations agreed to reduce their exports of beet sugar. 
The Chadbourne A~reement ~hich ran until 1935, succeeded in disposing of surplus stocks 
but world su~r pnces r_emamed depressed because first, countries not in the agreement 
exp~nded the1r production and{or exports and, secondly world consumption of sugar 
declined because of the world economic depression. World consumption fell by about 
1o per cent. between 1929 and 1932. It is interesting to note that the Chadbourne 
Agreement established an International Sugar Council responsible for the application of 
the terms of the Agreement and other matters. This Council became an important 
centre for the producing countries and permitted the continuation of the studies which 
led to more effective arrangements. · · 

19.' The parties to the Chadbourne Agreement referred the problems of the sugar 
industry to the League of Nations and the World Economic and Monetary Conference 
in 1933. • They emphasized that a prerequisite to the success of any sugar agreement 
was the inclusion of all the more important producing and consuming nations. In spite 
~f the efforts of some countries, the only action taken by the Conference was to authorize 
Its Bureau to convene an International Sugar Conference when it would deem it 
appropriate. 

20. Four of the main. objectives of the Agreement were : 

. (1) The establishment and maintenance of an orderly relationship between supply 
and demand in the world market. This was accomplished by means of export 
quotas and maximum and minimum stocks. 

(2) Always'to assure consumers of an 'adequate. supply of sugar on the world market 
at a reasonable price not to exceed the cost of production, including a reasonable 
profit, of efficient producers. (A reasonable price is not defined in monetary terms 
in the Agreement.) · 

· (3) The encouragement and support of all efforts to promote increased consumption 
of !jugar in countries in which coll;Sumption is low. _ 

(4) To maintain and if pOSSible expand the free market for sugar (i.e., as the 
ou!lets for low cost unsubsidized sugar). 

21, The sugar world was diviqed into three zones, viz:, the British Empire, the United 
States and its territories, and nations which export to the free market. Within the 
British Empire the United Kingdom beet sugar producers were given a maximum production 
quota. Australia, South Africa and the various Colonies were given a basic export quota. 
All these export quotas because of the United Kingdom and Canadian preferences, went 
to the United Kingdom or Canada. A deficiency in any nation's export quota in any 
one year might be made good by other exporters. If consumption increased in Empire 
nations, exporters would" !lave their quotas increased.· 

22. Similar arrangements prevailed in the U.nit~d States market which drew nearly 
all its imports of sugar from preferential areas. Thus, within the framework of the 
International Agreement, the quota of 85o,ooo tons free of import duty granted by the 
United States to the Philippines under the Philippine Independence Act of 1936 was main
tained and the preferential treatment accorded to Cuban sugar imported into the United 
States was continued. With respect to Foreign countries not enjoying preferential ra~es, 
the United States undertook to permit a net importation at least equal to the proportion 
of imports allotted to such countries in 1937· 

· 23. Basic quotas were determined for nations participating in the free market. In the 
. first two years, the Council could reduce the basic quotas by five per c;:ent. In ~ubseq~ent 

years the reduction must receive the consent of all members representing countries entitl~d 
to export quotas. Should any nation be unable to fulfill its exp~rt quo'ta, t_he balan~e 
should be distributed among the other exporters. If consumption should mcrease m 
the free market, additional quotas will be allocated pro rata. , _ 

24. Stocks were permitted to vary within a determined range. Exporters a~P:eed that 
their stocks on a determined date each year should not exceed 25 per cent. of their annual 
production. As exporters also agreed not to allow exports to exceed their allotteq_quotas, 
they in fai:t consei!ted ~o regulate their pr~duction accordingly. · _ · · · . . . 

~5: If a temporary shortage developed in the free market and free market J?rices' exce~ded 
a maximum figure, subsequently set by the Council at £9 per ton, the C<;>uncil ha~ the nght 
to secure from certain nations stocks, not exceeding 10 per cent. of their respective export 
quotas. . . 
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26. The Agreement had on balance considerable advantages. The following main 

problems were encountered. 
(1) Each year protracted negotiations were required to narrow the gap between 

quotas and requirements. 
(2) Some beet-sugar producers insisted on export quotas in excess of their recent' 

exports. C.onsequently basic quotas determined exceeded estimated world require-
~~ I 
· (3) The Agreement lost some flexibility because of the insistence of .certain cane 
producing nations that they would not join an Agreement which did not assure them 
irreducible minimum quotas. 

(4) The Council was restricted to reducing basic quotas by 5 per cent. in the first 
two years. 

(5) The retention by certain nations of export quotas which they could not fulfill 
and the inability ·or unwillingness of other countrieS' to make prompt voluntary sur
renders of quotas they did not need. 

27. The original1937 Agreement was for a period of 5 years. It was extended by protocol 
in 1942 for a further period of 2 years and three times thereafter for one year. It is due 
to expire on August 31, 1947· The Sugar Council remains in existence but .the ,other 
provisions have been inoperative since 1942. 
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