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INTERNATIONAL COMMODITY PROBLEMS

Note by the Secretariat

1. In Article XXXVI, Part IV of the General Agreement, contracting parties
agree that, "given the continued dependencs of many less-developed ccntracting

parties on the.expoftation of a2 limitsd range of primary products, there is
need to provide in the largest possible measurs, more favourable and acceptable

to devise measures designed tostatilize and improve conditions of world marketls
in these products, inciuding, in particular, measurss designed To attain stable,
equitable and remunerative, prices, thus permitting an expansion of world trade
and demand and a dynamic and steady growth of the rezl expert earnings of these.
countries sc as to provide them with expanding rescurces.for their eccnomic x
growth". )

2. In Article XXXVIII the CONTRACTING PARTIES further undertake %o ccliaborete
Jointly within the framework of the Agreement and elscwhere tc promote these
cojectives and "... where appropriate, take activn, inciuding action through
international arrangements, to provide impreved and acceptable conditions of
access to world markets for primary products of particuvliar interest to less-
developed contracting parties and to devise measures designed to stabilize and
improve conditions of world markets in these products including measures
designed to-attzin stable, equitzbis and remunerative prices for exports cof
such products".

\¢Y!

. In aceordance with the wishes expressed at the meeting of the Committee on
9 and 10 February 1305, the secrctariat submits the present note, “ogether with
its Annexes, in order that the Committee might veview the situaticn in inter-
national commodity trade in the light of ths provisions stated above. In this
ccomexicn the attention of the Committee is 2150 drawn tc document L/237G -
Impact of Cocmmodity FProblems Upon International Trade.

0n w

4, The Annexss to this note contzin (1) a summary prepared by the GATT
secretariat in respeet of recent initiatives and develcpments in varicus inter-
naticnal organiczcaticns and agencies concerned with international trade in primary .
commodities, @) report sutmitted to ths Sceretary General of the United Nations
by the ICCICA, reviewing the situation in respect of 2 number of primary
commodities and dascribing the initiatives taken to deal with the problems and
developments in respect of these commodities, and (3) 2 note prepared by the GATT
secretariat summarizing recent develcopments in commodity trade with particular
reference to the movements in vprices of primary commoditices exported by lass-
developed countrics, A detziled rceview of intergovernmental consultations and
arrangements in respect of 2 number of primary commcdities is alsc contained

in CICT Memorandum E/CN.13/SER.A/S3 2 copy of which has been distributed tc ail
delegations rerresented on the Commitiec.

fo ot
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5. It will be scen from Annex 1 and Annex 2 that, ot present, commodity arrange-
ments are operating in respect of five primery preducts (wheat, sugar, tin, coffece
and olive cil). According teo calculaticns made by the United Nations these five
items accounted in 1962 for 15 per cent of total experts of primary products from
the less-developed countrics tc industrialized countrics. The GATT secretariat
note iIn fnnex 1 deals with recent notable develcpments in the operaticon of these
agreements and the activities of the commodity councils responsibls for their
administration.

6. From the ICCICA report it

wi spect of tin, the
Sx.cmr,:ry General of the Uniit d Na

re
l: teps 1o convene a United
d d in Mey 1965. .The ICCICA
has alse rgcommenc.ud that tnc Sceretary Ge convene & mesting on copper in
the first half of 1965 and that an intergov vernmental meebing should be held in

v 1965 to explore the possibilities of re:suml‘ﬂ.g the Cocca Conference. Further,
the situation concerning lead, zinc and tungsten is under review in an ad hoe
study group and 2n ad hoc Committec respectively, where consideration has been
siven ©o the question of mte rgovernmental arrangements designed to improve the
international trade positicn of thesge commodities.

S 1)
U‘)

7. The FAC Committee on Commcdity Problems and a number of FAO groups have be
examining the situaticn in respeet of grains, rice, dairy products, coconut and
coconut products, citrus fruit, tea, bananas, cocoa and jute. The Committece on
Commodity Problems reviewed the work of the FAC commedity study group and
reguested the Director General cof FLO tc convenc intergovernmental meetings tc zo
into the question of setting up new study groups on bananas and tez and of |
widening the coconut group to cover oilsceds and vegetable oils zener ally.L

en

8. £ mejor review of problems in internationzl commodity trade was carried out
at the United Nations Confercnce on Trade and Development last yzar and certain
important instituticnal arrangements for dealing with these problems were agreed
upon. The Conference discussed 2t length the problem of instability in commedity
prices and the changes in terms of trade of less-developed countries producing
primary commedities, and agreed on a series of recommendations covering (i) the
establishment of certain guide-lines for the conclusion of commodity arrangements,
(i:'.) the setting-up of 2z group ~»f cxperts to prepare a programme for international
organization of commodity trade and (iii { ishment of a Committec on
Commodity Trade wirich weould, inter 2lia, assume the functisns =2t present unger-
taken by the ICCICA.

9. The Unltcd ations Confueranc
other internationzl boedies in res

be mamt.:.mrd and tnat tne efforts under wzy in other international bodies to help
the developing countrics, should be pursued along with the new co-operative cfforts
resulting from the Confercncea.

zlsc agrezd that commitments undertaken in
et of measures affecting eommodity trade should
rad

Sece also COM.TD/W.1C



COM.TD/W.9
Page >

10. The note by the GATT secretariat in Annex 3 will show that commodity prices

as a whole recovered appreciably in the last quarter of 1963 and the fiz'-st
quarter of 1964 so as to reach, and even slichtly go beyond, their 1958 levcl.
Though thc position is not the same for all commadity groups, and improvements
particularly in respceet of nen-forrous metals were maintained, the general
upward movemcnt appears to have been arrested in the second gquartsr

L‘f ¥
'_1.
m

o
The expert carnings of luss-developed countries from primary commedi othe
than minerals and non-ferrcus mcials, have 2lsc remzined sluggish b:‘-cause cf the
relative stagnation in the velume of exports. The situstion in commedity tradc
will therefore continue to be 2 matter of conecern teo less-developed ccountries.
11. The GATT concern with commedity
requires the COI\."I‘R{;C"“ING PARTIES t
on commoditics in the Havana Charter
also assumed rcs*\ons:r_blhtles ecn
entered inte by individu

GATT's activity in this €, > <
which the CONTRACTING PARTIES have held annual reviews of commcdity trade and
policy in general. This discussi has feocussed on the impact of
problens upon commodity tradc and has taken placc ¢n the basis of
submitted by tie ICCICA as well as the rcports of the CICT, FAO an
geve mnnntal agencies. In a&dition, the CONTRACTING FARTIES have held multi-
lateral consultations under Article XXV on spec:.fic difficulties aff*—\ t ng
individua- coemmodities. '; substantial part of the activit
PARTIES in this fic¢id has been con

national pclicies rel ti:‘.

and of studies rolati ts,
cils and bananas, carrzed out under the zuspices of the Sipx
Tropical Products. Thcse dizcussions and stud ‘
of policies which affect both the velume and prid
number of temperatc agricultural products of i
and have, in resvect of tronicel products.
affect the carmings of individual les
products. including the price and demand s

5y cblems is not new. Article XXIX{(1)
o] IC o
By virtue of Article XX(d
1rg international commedit
ng rparties. The centra
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12. It is evident that the me 3 ) v
carried out in Committes I and in th SpL is Groupn on Trade in Trepice
and for achievins = substantial imp 3 1

developed countries freom these prx.,ducts, ct

and prices, will ccme in the prezent trade ne ;ct aticr.s, While the rules for

dealing with agricultural products in the trade negotiations liave not vot bean

elc.bor'ats d, it has Hee,n indicated by coertain C'\U.Utri >s that the negotiatione

should not only provide access te markoets for primery products but also protzet
~?

agricultural incomes and cnsurc stable and rommnerative pric

c o
it =appears pOSSlb.LC that for some products soluticns may be found threugh multi-

lateral arrzngements which cover both =ccess to markets and
orices. It is to be e_xpwtvm that problems znd possibilitic
be carefully examinad as part of the process of cstam 1=r'ng thc— negetiating
rules for agriculture znd the matters which can be nezotiated upon.

pre
b erve the general principles of Chapter VI
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15. In regard to tropical preducts, it was recognized at the last meeting cof
the Special Group on Trade in Tropical Products, that, in the Kennedy Round,
nct only the problem of access to markets, but alsc that of prices, should be
taken up. It will be open to contracting parties to submit proposals in regard
to the treatment of individual treopical products. In this connexion there may
be a possibility of co-ordinating action to reduce or remove trade barriers
affecting individual prcducts with cther alternative measurces such as commodity
arrangements or merket organizing, compensatory financing schemes ete., which
would ensure that the export earnings of 21l less-developed countries and in
particular those of less-developed countries who depend on an improvement in
commedity prices for their ability to sell in world markets benefit in an
equitable measure from these negctiations.
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ANNEX I
SURVEY OF RECENT INITIATIVES AND DEVELOPMENTS IN CERTAIN

INTERNATIONAL ORGANIZATIONS AND AGENCIES CONCERNED
WITH INTERNATIONAL TRADE IN PRIMARY COMMODITIES

- Prepared by the Secretariat -

In additior to the repcrt which will be made tc the CONTRACTING PARTIES by
the Chairman of fhe Interim Co-ordinating Commitiee for International Commodity
Problems (ICCICA)1 the present ncte has been prepared to give a desceription of
recent activities since the twenty-first session of the CONTRACTING PARTIES of
various international agencies and intergoverimental crganizations dealing with

problems affecting specific commodities.

lSee document L/2379.
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United Nations Conference on Trade and Development

The United Nations Conference on Trade and Bevelopment (UNCTAD) took place
from 23 March to 16 June 1964, The items of the Conference agenda under the
heading "International Commodity Problems™ were allocated to the First Committee,
which held seventy meetings during the Conference, and formulated a series of
recommendations. These were adopted by the Conference, subject in certain cases
to reservations and cbservations submitted by various countries. The recommendations
by the Conference ccncerned (z) provisions for international commodity arrangements,
ard (b) provisions for a programme of measures and actions for the remeval of
obstacles (tariff, non-tariff and other) and discriminatcry practices and for
expansion of market opportunities for primary commodity exports and for increases
in their consumption and imports in developed countries. The Conference
recommended that these provisions should be considered as means of increasing
the expcert earnings of the develeping countries by general measures as well as
by specific measures related to individual commodities. The Conference gave general
approval tc the establishment cf a Commiitee on Commodity Trade
within the framework of the continuing institutioral machinery which
wo1ld be established following the Conference. The Conferencz alsc adopted
recommendations for active measures tc promote market opportunities for primary
commodity exports and for increases in consumption and imports in both developed
and developing countries. It further made recommendations in regard of food aid,
the competition of synthetics and natural products, trade in minerals and fuels,
as well as in regard of the study and preparation of a programme of action for
the organization cf commodity trade.

More specifically, these recommendations dealt with (i) the obJjectives,
principles, types and scope of commodity arrangements; established a Committee
on Commodities and action to be taken by developed market economy and centrally-
planned economy countries as regards removal of obstacles to and expansion of
Trade; (ii) implementation; (iii) the consideration of principles and guide-
lines on commodity policies and arrangements; (iv) promotional measures by the
organization to be set up following the Conference; (v) promotion of trade
between developing countries, and action to be taken by developing and developed
countries, and by international bodies; (vi) World Food Ald Programme;

{vii) competition from synthetics and substitutes; (viii) study of organization
of Commodity trade; and (ix) minerals and fuels.

In connexion with these recommendations the Conference noted the general
agreement expressed at the Conference that commitments undertaken in other
international bodies should be maintained and that the efforts under way in other
international bodies to help the developing countries should be pursued along
with the new co-operative efforts that would result from the Conference.
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FOQD AND AGRICULTURE ORGANIZATION!

Committee on Commodity Problems

‘The FACO Committee on Commodity Problems held its thirty-seventh session
from 22 September to 1 October 1964, The Committee reviewed the major develop-
ments in the world agricultural commodity situation and ocutlook, and found that
the 1963/64 developments in agricultural prcduction and trade had benefited
developing countries only to z limited extent. Moreover, most of the proncunced
price rises in 1963 had occurrcd in respect of commodities such as wheat, wool,
butter and meat which, though of importance to scme develcping countries, were
of most importance to developed or n.@h—lncome exporters., Prices of meny
important exports of the developing countries were found to be lower than in
1962, although a few, suck as sugar and caffee had shown marked price rises.
The immediate outlook was nct considered to hold promise of an early reccvery
for developing countries' agricultural exports generally.

‘Among the commodities discussed separately were grains, rice, dairy products,
coconut and coconut products, cocca, tea, bananzs, citrus f“u t and jute. The
Committee reviewed the work of the rAO commodity study groups and requested the
Director General sf FAC to convene intergovernmental mectings to ge inte the
question of setting up new study zroups on bananas and tea, and of widening the
coconut group to cover ocilseeds and vegetable oils gencrally.

Group on Grains

The ninth session cf the FAO Group cn Grains was held in 1964, The Group
carried out its customary review of the world greins situation and cutleck, and
of developments in national grain pclicies. The Group has initiated a study of
the econcmic problems associated with the establishment of groin processing
industries in developing countries.

CCP - Consultative Sub-Committee or: the Economic Aspscts of Rice

The Consultative Sub-Committee on the Economic Aspects of Rice., at its .
eighth session held in May 1964 made a detailed survey of the current world ri
situation and approved a prcgramme for a2 seccnd comprchensive trend study of t
longer-term outlook for producstion, consumption and trade. It had initiated the
procedure of receiving pericdic pregress rcports from member governments on their
rice development prcgrammes.

Joint Session of the CCP-Censultative Sub-Committee on the Economie Aspects of
Rice and the FAQ Group on Grains

At a joint session of the CCP and the FAO Group on Grains, held in May 1964,
two ltems were discussed - Ohiane in patterns of consumption of cereals angd
starchy roots, and inter-relationship between grains and rice in international trade

i
A note on the continuing zetivities of FAC in the commedity fieid is
circulated in doecument COM.TD/W.1O.
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The joint session has

halped $0 clarify the problems of common concern to the two
groups, os wall as in trinzing ot S diffsrunecs in thy basie conditicns.affze
ting the world rive :ind giwlng cooncmias,

BS

The first meeting of this new study group was held in September 1964. It

the short-term and long-term outlook for the commedity, and lzid down a
programme of woerk for the Group. It 2lso set up 2 Working Party on Stabilization
TG analiyse ,l‘ the elaments of instability in the world jute economy, and under-
take a critiecal study of the practicability =i thie different possibie sclutions,
naticral 2 ,nd interrational. The Working Party nas since met (February 1965, in
Dacca) and has reccmmended a novel approach to 2 commodity errangement, based on
regular inforxmal consultaticas government, trade and industry repressntatives
from malr prﬂa“ ing and importing countries. Tne Working Party's report will be

i £ the Study Group later in 1965.

Banzanas

The ad hoe meeting on Banznzs (Eccrnomic Aspects), ccnvened by the Director-
General cf the FAO, was h2id in Guayaquil, “huador, from 26 Octcber to

7 November 1964, The mair prcblems discussed came under the headings: long-term
sutlosk for productiorn and consumpiion; transpart, distribution and marketing;

and access to markets., Discussions under the se copd and third headings, were
based cn a *tud" submitted to the meetinz oy the GATT secretariat. The meeting
recommended the FAO Committee on Commcdity Prob to ostablisn 2 study group on
this ccmmodlty.

COCOA PRCDUCERS' ALLIANCE

in the periccé under

Tecnnicai Committee
lac

The Cccoca Producers' Alliance held a number of meetings
review. Following =z mecting in Douala, in Januzry 1964, the
tock pi
g n

N

met in Londcn in May. Later meetings 2f the Alliance e in July in Icmé,

in September in Riz de Janeirc, and in Lages at the beginning za2nd end of

November 1964 and the end of January 1965. A draft International Coccoz Agreement

aimed at regulating the market by strict controi of the cocoa supplies reaching

the internaticnal market was drawn up by the Technical Committee in May. The draft
agreement was so designed zs %o facilitate accession of cocsa-producing countries

which were not then members of the Alliance. The Agreemant was initisllied In

July, and a Ccuncil was sstapiished to administer it. The Councill was eup“VSPGd,
inter alia, to take the necessary measures in c¢rder tS consult the United Naticns

Organlzation and its specialized instiiutions 23 well as <ther 1pp1~"pr:r.ﬁ‘c.fa intsr-

governmentzal organizations, 2nd tc eocllaborate with them The Internaticnal Cccoa

I 4

Agreement was signed by all member countrics at the meeti

September 1964 and enterad ints force immediztzsly. was resached on the

estzklishment of an indicater price which would serve as 2 reference price at which

all the provisicns of the Azreement would be brougnt intce play to defend the price
= 5

ng Jf the Alliance in
men
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of cocoa. At the sawme time, a2 system of expurt gquotas was set up. In Octiber 1964
the Alliance issued a directive to 211 member ccuntrics thet they should withdraw
from thc market as sellers; this directive was maintained ot its November
meetings where also cther possible actions werc discusscd, including the partis
destructicn oF or their diversion 1o the faits and cils processing industries.
At its mecting the end of January 1955, the Alliance stated that negotizticns
were under way with a view to utilising cocoa for certain purpcses. It zppcars
that the iAllicnce has lifted the embargs on exports of cocea by member ccuntries.
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INTERNATIONAL CCFFEE COUNCIL

—

The Internztional Coffcoe Courcil held its Tourth sossion from 27 Aoril o
1 May 1964. It cxtended te 31 December 1968% the dace § s

same conditicns esitablisihied by the Agrecment 2% the Ttime
ments that had signed the Inter

31 December 19€3 had not deposited an instrument o
the Agreement. Three resciutic
effect of increasing the permis
exports frcm Ethicpiz, Ei
At its Tifth session held
quarterly oxport gquotas T
with matters relating to the
Council alsc crested 2 Workd
undertake ¢ campa’gn =2 a
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oil market, und charged the Commitice wi <

Committee of Governmental Experts, having met from © to 18 )

mitted proposzls to the Chuncil for the n

exchange and transfor o o

It also propesed the seotiting up of a co-ordination
1 i

The Internzticnal Olive Cil Couneil, at its « lcventh ac cm
”~ - T, - - -~
16 to 20 November 19G%, adopicd these proposals for transmissicr to member

governments.



COM.TD/W.9
Page 10

INTERNATIONAL: SUGAR COUNCIL

The ssventesnth session of the International Sugar Council was held on

17 and 18 June 196%. Having been informed that some governments, signatories

of the 19€3 Protocol, had expsrienced difficulties in completing their con-
stitutional proccdures, the Council zgreed to extend to 31 December 1964 the

time limit provided for the deposit of instruments of ratification, acceptance,
approval or zccessicn. The Council received a2 report by its Preparatory Committee
regarding ths bases and Tramework of a new Internationzal Sugar Agreement.
Discussions of this item were resumed at the sightecentn session of the Council

on & a2nd 5 November 196k, and provisions were made for ‘cnc centinuation of this
work at its next session %o be held in the seccnd helf of ipril 1365.

COMMONWELLTE SUGAR AGREEMENT

A series of meetings were held between the parties to the Commonwealth
ugar Agreement towards the end of 1964. A thorough review was held of the
method of fixingz the Negotizited Price laild down in the lLigreement; discussions
oT this question would be countinued in ecrly 1965. Without prejudicce to these
discussions, agrecment was rcached on prices and quantities of United Kingdom
sugar purchases in 1965. The igreement was exitended for a further year and will
now bz o the end of 1972. The parties to the Commonwealth Sugar Agreesment
reaffirmed their intenticon t©to work tecgether for a realistic internaticnal sugar
agreement.

r

INT=RNATIONLL WHEAT COUNCIL

Since the last full session of the CONTRLCTING PrRTIES, the Internaticnal
Wheat Council has met three times. At its thi rt**-m-n‘ch sessicn, held from
23-26 June 1964, the Council considered, among other matiers, arrangements for
the rcnswal of the Lnternation,l Wneat Lfgreement, 1962. It unanimously decided
that the iAgrecment, which was to cxpirc on 31 July 1965, should be extended in
its present form for a2 mexirmum of two years by means of 2 Protocol. The draft
Protoecl was discussed at the forticth session of the Council, held from
18-24 November 1964. The Council alss held its annual review of the world wheat
situation 2nd the operzation of the Agreement. Reviewing the cxceptional cir-
cumstances of the internaticnel wheat market in 1963/1964, it drew particular
attention to the fact that the Internsticnal Whest Agrsement had emerged from the
unusuzl conditivns of the yecar without itvs operation being in any way disrupted.
The Council observed that the cxistcnee of the iLgreement and the procedures of
consultaticn which had been devcloped no doubt played 2 part in the rosponsible
1ling policies pursued by exporiting countrics as z resuli of which prices had
reached the meximum, nor werc any special measures nceded within the figreement
ensure suppliss to importing countries. The Council alsc took the opportunity
i t3 annual review to reflect upen the current climate of cpinicn on
commadity zgrecements. It recognized that there was 2 willingness atv
ti tc ccntemplatc a widening of the scope of such arrangements in the
intercsts of “be r greater effcetiveness which would not have been considered five
or ten years zgo, and welcomed the signs of & fresh approach tc commodity
2rrangements.

™
o
(o3
o
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At its forty-first session the Council adopted the text of the Protocol
extending the existing Agrecment for a year, up to 31 July 1966. The Protoccl
will be open for signature from 22 March to 23 April 1965. The hope was
expressed for the conclusicn of still more comprehensive arrangements effecting
internaticnal trade in wheat to become effective after the expiry of the Proctocol
in July 1966.

ORGANISATION FOR ECONOMIC CC-OPERLTION AND DEVELOPMENT -

Gentleman's fgreement on Exports of Whole Milk Powder

The Gentleman's Agreement, adopted under the auspicss of the OECD by the
majority of countries which export whole milk powder, and renewed in 1964, was
again extended for .the period 16 February 1965 to 15 February 1966. Owing to a
distinct improvement"in this sector of international trade which coincides with a
better situation on the market, floor pricces have been raised for the 1965 season.
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ANNEX 2

REPORT OF THE INTERIM CO-ORDINATING COMMITTEE FOR INTERNATTIONAL
COMMODITY ARRANGENENTS TO THE SECRETARY GENERAL OF THE
UNITED NATIONS

eeessThe last report of the Commitiee, dated 10 December 1964, to the Secretary
General of the United Nations is circulated herewith. This report supplements

the report entitled 1964 Review of International Commodity Problems which was

circulated as document I/3856.
In paragrapans 18 to 20 of the attached report the Committee refers to its

relationship to the UNCTAD machinery.

l'E’lfl:?.s Amnex reproduces the report, and part of the covering note as well as
the annexes to the ICCICA repcrt circulated to governments in United Nations

document TD/R/4, of 15 February 1965.
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INTERIM CO-ORDINATING COMMITTEE FOR
INTERNATIONAL COMMODITY ARRANGEMENTS

10 December 1964

1. The Committee has today completed its twenty-third session. Since the

annual report will not be prepared.until the next session, it was considered con-
venient to submit this note covering certain specific questions which may be of
immediate concern and which have arisen since the Committee's twenty-second session
held in Karachi in January 1964. This report covers matters arising out of the
present responsibilities of the Committee. Possible adjustments to the work of
the Committee arising out of the new institutional arrangements for the United
Nations Conference on Trade und Development (UNCTAD) arc discussed at tke end of
this report.

Disposal of non-commercial stockpiles

2. In submitting its fifteenth annual report (E/3€14) the Committee noted the
high level of non-commercial stocks and expressed the hope that if dispesals were
to take place they would be made in an orderly meaner so as to avoid market
disruption. The Committee recommended, Iin particular, that before disposals take
place in any commodity there should be consultations between the government holding
the stocks and other interested governments through the appropriate commodity
council or study group. In its sixtecnth annual report (E/3731) the Committee,
after noting that the subject had in the meantime been discussed by the

CONTRACTING PARTIES to the General Agreement on Tariffs and Trade, cxpressed its
intention to revert to this question in a later report.

3. On the occasion of the present scssion, the Committee nas roviewed action

so far taken in respect of government-hold surplus stocks of strategic commodities.
This review, which forms innex i\ of this report, lecads the Commititce to suggest
that UNCTAD consider adopting the gencral principles set out in that Annex. It
is the opinion of the Committee that within these general principless certain
flexibility to dcal with particular situations should be allowed.

Tin

L, It will be recallecd that on 19 November 1964 the Chairman recommended %o

the Secretary-General, on bchalf of thc Committee, that a2 United Nations Tin
Conference be convened in 1965 and thiat arrangements be made with the Secrestariatt
of the International Tin Council rcegarding the preparation of the basic

documents for the Conrferencce.

Coper

5. At a previous scssion the Committce had noted a resolution adopted by a
meeting of Ministers of the Inter-imerican Economic and Social Council rcguesting
the Committee to arrange for continuing intergovernmental consultationhs on copper
and had decided that soundings be taken on this matter from interested governments.
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At 1its present session the Committee examined 21l the replies received from
governments. Purther, it considered the ‘general views expressed at the United
Nations Confersnce on Trade and Development on the question of commodity arrange-
ments and it reviewed recent changes in the market position of copper.

6. On the basis of the above considerations the Committec suggests that the
Secretary-General convenc a mecting on copper- in the first half of 1965. This
meeting, which might bo of some two or throc days duration, would in particuler
afford governments an opportunity to roevicw the situetion in copper in the six
vears since 1953 when the previous meeting on copper was hzld. Such o mecting
could consider whetheor arrangements siiould be made Tor continuing intergovernmental
consultations, particularly in the ficid of statisties.

Cocoa

Te In accordancc with its responsibility under the resolution adopted by the
United Netions Confcrence on Cocoa on its adjournment on 24 October 1963, this
Committee has reviewed the cocoz situation a2t its present scssion. It notes that
the rise in prices that took place during the period August-October 1963 was not
maintained and that prices in mid-1964 wcre again zt 2 low level. 4 group of

- producers has taken action to control markcet supplics and thus improve the current
disturbing market situation. although the action taken may be helpful in dealing
with the immediate situation, it would seem to the Commitice that it would be more
helpful to envisage the resumption of negotiztions in which both exporters and
importers would participate, leading to z mutuelly satisfactory long-term solution
of the problcems confronting the trade. Conditions in the cocoa market are dis-
turbing particulzrly to the economiecs of primary producing countriszs dependent
largely on the export of cocoa and 2liso to some extent to consuming countries.

8. On the other hand, the Conferonce should not be resumcd unless there is a
reasonablie likelihood of success. It will b2 reealled that this Committee did not
agree with the initial request for a2 confercnce madc by the FAO Cocoz Study Group

in September 1962 and only agreed to procced after a further session of the Study
Group had been hcld and the Committce was assured that the cxporting and importing
interests wished to procecd with negotiations. In the light of the past expericnce,
the Committee considers that resumption of the full Conference on cocoa should be
underteken only after an exploratory meceting of the governments principally interested.
Such 2 meeting might perhaps be hald in the first part of May 1965, and prefcrably
in Zurope. For this purposc, thce Committee recommended that thce Sceretary-General
invite the governments which zre members of the Working Party on Prices and Quotas
(Working Party 1) established by the United Nations Cocoa Confercnce to nominate
representetives to meet with this Committee, to ascertain what progress might be

made towards resumption of the Cocoa Conferconce. The members of the Working Party
are: Bbrazil, Cameroon, France, Fadcral Rcpublic of Germany, Ghana, Ivory Coast,
Mexico, Netherlands, Nigeria, Switzerland, the United Kingdom and the United States.

Iead and zinc

9. The Committee noted with satisfaction the progress made by the International
Lead and Zince 3tudy Group 2nd particularly the development of threc new projects,
namely (2) 2 price mechanism study, (b) the preparation of forward cstimates of
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production and consumption, and (c¢) work leading towards consideration of an
intergovernmental agreecment. In particular, the Committec is pleased that the
practical work on the question of an intcrmational arrangement is being continued
even though an agrcement may not be nccessary at the prescnt time. This, it
considers, is.in line with the thoughts on "continuity in commodity negotiations®
expressed in Chaptor I of its last report, preparcd in Kerachi (yn document £/3856).

Tunzsten

10. The Commititce revicwed the present situation in tungsten and, in particular,
the activities of the United Nations Ad Hoe Committee on Tungsten. It received
the repert on the third scssion of the .d Hoc Committce (TUNGSTEN/9/Rev.l) and it
took note, inter alia, of the consideration given at that scssion to the guestion
of intergovernmental arrangements designed to improve the international trade
position of tungsten. It reviewed the problems thet will be before the expanded
Working Group of the Ad Hoc Committee at its next scssion presently scheduled for
January 1965. It further noted that the report of the Working Group would provide
the basic documentation for the deliberations of the fourth session of the Ad Hoc
Committee on Tungsten which is presently scheduled for April 1965.

Co-ordination of work of commodity groups

11. So far as co-ordination is concorned, the Committee has, through its
secrctariat, continued to maintain closc day-to-day contacts with the officers of
the various commodity councils and study sroups. From time to time the Committee
itsclf has had discussions with the chief executive officers of these orgenizations.
The Committee hopes that during its next session it might mcecet in London with the
chief exceutive officers of the intergovermmental commodity organizations.

12, One of the questions to be discussed at such a mecting would be the
arrangements for co-ordinating work in the statistical field, which lies at the basic
of the activitics of the commodity groups. It will be rccalled that in an earlier
report the Cormittece stressced the need teo develop accuratc statistical information
for the study of commedity problems, for discussions a2t commodity conferences and
Tor the administration of commodity agrecements (paragraphs 122 and 123 of

document T/28395). It noted that the collection of detailed statistics for in- .
¢ividual commncities had been greatly improved by the activitics of intergovernmer™
commodity organizations - both study groups and councils = but that there cxisted
certain differcnccs in approach in country nomenclature, terminology ancd method of
presentation which limited the value of the work to some extont.

1%, The nced for assistance in the field of statistics has become urgent partly
tecause therc is inercasing demand from the specialized groups for cstimates of a
future production and consumption. It is therefore hoped that, 2t the meeting to
wnich reference is made in paragraph 11, arrangements will be made for a meeting to
¢ held shortly afterwards of the statisticiens of the various commodity groups to
dlscuss their czommon problems.



COM.TD/W.9 -
Page 16

Review of procecdures for intergovernmental consultation and action

14, The United Nations Conference on Tradc and Development recognized that
international commodity arrecngements serve to secure overall stabilization in
primary commedity markeis. In this connexion, the Committec would like to draw
attention to its last report (E/3850), thc appropriate chapter of which was also
circulated as an UNCT.D document (E/CONF.46/30). Particular attention is drawn to
the fact t“xcﬂt a2ny government may ot any time request the Committee to convene a

ceting of intercsicd zovernments to review the situction and to see whether inter-
g,ovunm-:nta.'. consuiiations might be arraonged on 2 continuing besis, e.z., by the
establishment of 2 study zroup; or whether other action should be taken to dea
with difficulties (scc, for example, paragrapn 12, of B/3858). It is hoped that
through the now machinery, with the possibility of action on more commodities,
governments will be 20lc¢ to take 2 bread view and thus participate in some agrce-
ments in which their cwn zain may be marginel because they will benefit overall
from the eliminaticn or reduction in the wide price fluctuations.

15, Experience with intergovernmental commodity agreements in-the post-war period
shows that they can make siznificant contributions tc the maintenance of stability
in commeodity prices. This may bc sceen by examination of the working of existing
agreements, and particularly by a2 comparison of pricc fluctuations of the

commodities concernced during the period of agreement with other periods.

16. At the same time, it is recognized that improvements in methods of operation

of agreements cre necessary. This particularly applies to measures to deal with
shortages. igrecments have helped to deal with this situation but have not been
complctely cffo'“b*' ve. In theo firs":. wheat a2greement the importurs were assured of
supplies a2t the "meximum price® cven tho&gh the merket pricc was considerably higher.
In the casz of sugar, stocks proved insufficient to cope with shortages but new
provisions covering tais situation wers madce when the agreement was renewed in 1958,
Furthermore, in tho case of the tin agreement, while the buffer stock arrangements
have helped in times of surplus, preventing prices going below the floor (cxcept for
some days), they hava proved inadcgunte te deal with shortzge conditions.

17. t is largely for ithese reasons thet the Committce has suggested that when an

existing agrecment is being roncwed oo study first be mede of the operation of the

zgreement so as to sse whether it may be improved in the light of past experience.

There arc also, of coursce, certain gonernl aspects, such as access to markets, which
a

-y
might be considered bty 2 body such as the UNCTID Committec on Commodities.

Relation to the UNCTAD mechinery

18. The Committcc notes that in its recommendation .V.1l the United Nations
Conference on Trade and Devclopment proposcs to the General fissembly that "a
Committee on Commod 1tlcs...w1.'ll carry out the functions which arc now performed by...
the Interim Co-~ orrhn ting Cormmittee for International Commodity Arrangements
(ICCICAL)" and that "In this connexion ICCIC/. shall be maintained as 2n advisory
body of the Board".
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19. From this resolution_it is pot»clea: how ICCICA would cperate in the
future. &t prescnt the functioris of the Committee are:

(a) to convene intergovernmental study groups including meetings which
might lead to study groups;

() to make recormendations to the Secretary-General on convening of a
commodity conference which has been requestod by the apprepriate
intergovernmental study groups; and

(c)‘ to co-crdinate the activities of individuzl commodity study groups and
councils /scc BCOSOC resolutions 296(XI) and 557 F(XVIIL)/.

Bl

Since the responsibility for these functions is to be transfvrred to the Committee
on Commodities, it is assumcd that ICCICL, cperating on behz2lf of the Committee cn
Commodities, will report either tc the Trade and Develcpment Board or to the
Committee on Commodities, and not to the Eccnomic and Scecial Council. ICCICAH
would look to the Committee on Commodities, as well as tc the Board, for general
guidance and direction in its work. In any case, it would secm that 2 number of
the operational functions at present performed by ICCICA can only be carried cut
effectively by a small committee of indepcndent experts appointed cn the Lasis of
their technical gualificaticns.

20. These matters will presurebly be discussed at the first session of the Trade
and Development Board established under the new machinery, and it would be
inappropriate for the Committee itself to make detaziled cbservaticons on its cwn
future work or on ite membership.

S.a. Hasnie, Chairman
W. Milier, Member
Rebert C. Tetro, Member
P.N.C. Ckigbc, Member

New York
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ANNEX AT

DISPOSALS FROM NON-CCMMERCIAL STOCKS

——

1. The United Nations Conferernce con Trade and Employment which met in Havana,
Cuba, from 21 November 1947 to 24 March 1948, set cut in Article 32 of the Havana
Charter certein provisions regarding the liquidation of non-commericial stocks in
sucn a2 manner as tc avoid sericus disturbances to world markets. Specifically,
the article provides that at least four months' public notice of intent to
liguidate such non-commercizl stocks be given by the Govermment concerned, and
that a similar period of notice be given to the "Organizetion”.® At the reguest of
any Member Government® which considers itself substantially interested, the
Government intending to liguidate stocks wculd consult as to the best means of
avoiding substantial inJury to the econcmic interests of producers and consumers.
Consultations may be held with the Organization® where the interests of several
Member countries are concerned._ The Government holding the stocks is required
to "give due consideraticn to /the Organization's/ recommendations". The text of
this recommendation is set out in Appendix 1.

2. In its resclution of 4 March 19557, the text of which is contained in
Appendix 2 tc this Annex, the CCNTRACTING PARTIES to the General Agreement on
Tariffs and Trade (GATT) recommended that 2 Govermment should give at least
forty-five cays' prior novice of its intenticn to liquidate stocks, thus reducing
the periocd of rotice propcsed by tne Havana Charter by more than half. Provision
was made for consultations with other contracting pariizs to the Guneral-fzreement
on Tariffs and Trade considering themselves substantially interested. It was also
recommended that "full and sympathetic ccnsideration /should be given/ to the
views expressed by such interested aontracting_parties". The question of disposal
has been discussed a2t subsequent meetings of the CCNTRACTING PaRTIES where there
is general agreement thzt the recommendations ccntained in the resolution of 1955
should be reviewed.

Je The subject has 2lsc been discussed in study-groups and commodity councils,

. especially in the Intermational Tin Council, the International Lead and Zinc
Study Group and the International Rubber Study Group. In particular, considerable
concern was expressed in 1262 a2t the zossible effect on markets of the disposal of
stockpiles declared "surplus" to strategic neads by the United States Goverrment.

4,  This Committee, in its fifteenth report, dated 27 April 1962

(document E/3614), considered the question of the effect of disposals from
non-cormmercial stockpiles of such importance that it brought it to the attention
of the Eucnomic and Socizl Council. The Committee recommended in rarticular
that, before disposals of any commcdity take place, there should be consultations
hratween the Government concernzd and other interested Govermments through the
anpropriate commodity ccuncil or study group.

-

“References here are to the rrcposed International Trade Organization, which
did not, however, zome into existence,

bGATT Basic Instruments and Selected Documents. Third Supplement, page 51.

a e - s = N ) e~
Arnex=d 10 the Reporti of [CJiCA.
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5. The Preparatory Committee of the United Nations Conference on Trade and
Developement, which consldered the matter at its second session, directed atten-
tlon to criteria for the disposal of releases from the United States strategic
stockpile contained in the report tc the President by the Executive Stockpile
Committee. These recommendations are contained in paragraphs 78 and 79 of the
Report of the Seccond Session of the rreparatory Committee (document E/3792).
Among the resocluticns-adopted by the United Nations Conference. on Trade and
Davelopement is one (A.II.1) which reccmmends that "the sale of surplus
inventories, including strategic stockpiles of minearals, metals and raw materials,
"accumulated in developed countries should alsc be effected in accordance with
internationally determined criteriaz, designed to ensure that such sales do not
depress the prices of the commodities concerned or distort world trade tc the
detriment of exports from developingz countries®

6. Sometimes the accumulaticn of non-commercial stocks is a master of urgency
and cannot, thereforc, be related to market conditicns. If, however, there is

no urgency, Covernments should, so fzr as pessible, acguire such stocks in times
of surplus when prices are low. In the past acquisitions by Governments in times
of surplus have sometimes suppcrted the market. On the cother hand, cessation cof
buying activities has on occasion had a depressing effect.

Te In the case of dispesals there is much less urgency and sales of surpius
stocks should take place, so far ac pnssible, in such a way as not tc disrupt

the market. Generally, it will be both te the financial advantage of the country
holding the stceks and teo the economic -advantage c¢f the market, if sales take
‘place in pericds of shortage and high prices.

8. It is recommended tiuat the following rules regarding the dispeszl of stocks,
which differ frcm the provisions of the 1955 resolution of the GATT, should be
accepted by all Governments. Thesc principles are intended merely as guidelines,
It is expected that individual commedity groups will work out mcre precise
arrangements for particular surplus stocks.

(2) Any Government intending to liguidate a substantial quantity of surplus
stocks should give to UNCTAD =t least sixty days' prior notice of such intentiorn,
except where an intergovernmental study group or commodity council reguests
disposal,

(b) Prior to the adoption of a definitive prograsme for disposal,
consultativns should be entered into with cther interested Governments, and with
the appropriate study group or commodity council, where such exists; due consi-
deration should be given by the Government holding the stocks, in formulating its
final programme for disposal, t¢ any recommendation made by other interested
Governments, or by the zppropriate study group or council, in the course of such
consultationss

(¢) In the case of 2 commodity in respect of which an internatiocnal agree-
ment exists, government-held surplus stocks should serve 1o supplement and not
impair the effectiveness of that agreement;
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(d) In arranging disposals, attention should be given to the condition of the
market; in particular, disposals should take place in such a way as not to disrupt
the market.

9. The provisions of (2) will enable producing and ccnsuming countries to adjust
thelr actions to the contemplated disposzl, In scme countries rapid azction irn the
disposal of govermment-held surplus stocks is, in any case, prevented by domestic
legislation which raquires that certain authorizaticn be obtained and formalities
observed before dispcsals can tzke place. It would be helpful if the existence of
such prectection werz publicized by the Geovernment concerned. Through the previsions
ef (b) the appropriate governmental and intergovernmentzl bcdies will be able to
consider the guesticn cof disposzls in 2 world setting and determine the most
appropriate course of action. Compliance with provisions of (c¢) will be particular]
helpful where a commodity is zlready subject to aznogrsement so that, for example,
disposals from non-commercial stockpiles will be consistent with dispesals from =z
buffer-stock. Since **~ruption of the market can cause economic and social dis-
tress, particular regard should be had in connexion with (d) to such considera-
tions as the size «€the market in relation to the proposed disposal, known
commercial stoeks. the effect of the disposal on investment and employment.

Subject to these criteria certain flexibility in disposals may, however, be
desirable,

10. The adoption of such principles would largely formelize present acticn,
since Governments have, in fact, compli=d with many aspects of these
recommendations. For example, consultations have taken place through the
Internetional Tin Council and through the Internationzl Lead and Zinc Study
Group, 2nd it may be noted that, in one case, a2 Government disposed of its
surplus through the Tin Council.
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APP

EXTRACT FROM THE HAVANA CHARTER

Articleﬂ ?2

Liquidation of Non-commercial Stocks

1. If a Member holding stccks cof any primary commodity zccumulated for
non-commercial purposes should liquidate such stocks, it shall carry out the
liquidation, as far as practicable, in 2 manner that will avoid serious dis-
turbance to world markets for tne commodity ccncerned.

2. Such Member shall:

(2) give not less then four months' public notice of its intention to
liquidate such svockss or

(b) gzive not less than four months' pricr nctice to the Orgenizaticn of
such intention.

Se Such Member shall, at the request of any Member which ccnsiders itselfl
substantially interested, consult as tc the best means of avoiding substantial
injury to the cconomic irterests of producers ond censumers of the primary
commodity in question. In cases where the interests of several Members might
be substantizlly affected, the Organizaticn may participzte in the ccnsulitaticns,
and the Member hclding the stocks shall give due consideration tc its recommen—
dations.

4, The provisicns of paragraph 2 ané 3 shall not apply tc routine dispesal
of supplies necessary for the rotation of stocks tc zveid deterioraticn.
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APPENDIX 2

LIQUIDATION OF STRATEGIC STOCKS

o o o
Resoluticn of 4 March 1955~

THE CONTRACTING FARTIES

Recu.nizing

1. at if a contracting party should liguidate =z substantizl part or the
wheie of stocks of a primary product accumulated as part of a2 national stockpile
for purposes of national defence, such liguidation without adequate regard to the
commercisl interests of producers and consumers of the primery product affected
could cause serious damage by unduly disrupting world markets,

2. That a2ny disturbing cffects of such liquidation a2nd the risk of injury
may be avoided or minimized by consultations between the substantially interested
ecntracting parties. ’ :

Noting that Contracting Perties holding stocks of primary products accumulated
as 2 part of a nationzl strategic stockpile for purposes of natichal defence, and
wishing to liguidate such stcecks, in whole or in part, intend to preceed with such
liquicaticn, in so far as practicazble, in such a2 manner as to avoid or minimize
irjury to the intercsis of producers and consumers cf the primery product affected,
and zny undue Cisrupticn of werld markets for such primary procducts.

Recommend i
1. That, whenever practicable, any contracting rarty intending to liquidate
2 substantial guantity of such stocks should give at least forty-five days'
pricr notice of such intenticn,

2. Thzt 2 contracting party, intending tc ligquidate and giving notice in
zceordance with peragraph 1, should consult fully with any Contracting Party
which considers itself substantially interested and requests such consultations,
with a visw to avoiding or minimizing substzntial injury to the economic
interests of thzt contrzcting party and undue disruption of the markets for the
product concerned and should give full and sympathetic consideration to the views
expressed by such other interested contracting parties.

GO
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ANNEX

NOTE ON DEVELOPMENTS IN COMMODITY EXPORTS FROM
DEVELOPING COUNTRIES DURING 1964

Gencral

This note, cndeavours to bring out broad trunds in commodity exports of
developing countries during 1964 as a whole. As data covering the full year are,
however, still incomplete the quantitative assessments made in this note, based
large;y on preliminary estimates, should be considered as subject to revision.

Export earnings of developing countries, which had increased between 1962 and
1063 by 9 per cent, exceeded by 8 per cent during the first nine months of 1964
their level of the corresponding period of 1963; for 1964 as a2 whole the growth
was probably slightly less pronounced. Available indications suggest that, like
in the preceding years, exports of manufactures other than base metals from
dcveloping comntries expanded in 1964 at a faster rate than the average. As,
however, they still account for only a2 small share - no more than about 10 per cent -
of the total, the faster growth of export proceeds from developing countries in
1963 and 1964, as compared with the preceding years, reflceted to a2 large extent
a relative improvement for primary products and base metals, which will be shortly
examined in this note.l

If petroleum (for which prices did not show any change while the volume of
exports rosc substantially) is excluded, it appcars that both in 1963 and in 1964
the faster growth rate in export earnings of develuping countries, as compared
with earlier years, can largely be attributed to the recovery in prices from their
trough of 1962. fifter a continucus decline since the mid-ninetcen-fifties,
export prices of primary products (excluding petroleum) and base metals from
developing countrics, according to United Nations. indices, excceded in 19€3 their
level of 1962 by about 10 per cent, and in 1964 as a wholc that of 1965 by 4 per cent.

The recovery in prices had, in fact, taken place between the third quarter of
1962 and the earlier part of 1964; later during the year a weakening tendency was
noticeable and in the last quarter of 19864 prices of prinary products (excluding
petroleum) and base metals were by an estimated 3 per cent below their level of
the first quarter of the year. This decline during the course of 1964 reflected
mainly the sharp fall in prices of sugor ond wool, which had shown steep rises in
1963, as well as falling prices of some other commoditics such as coega. These
declines were only partly offset by moderate price increascs for oils and fats and
more marked rises for livestock products, non-ferrous metals and coffee, although:
for the latter prices weakencd towards the cnd of the year.

lThis note deals primarily with the main commodities cxported by developing
countries. It scems worth mentioning that the share of dcveloping countries in
world exports can be estimated to have amounted in 1964 to nearly two-thirds for
fuel and to zbout one third for other primary ccomoditics.
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Foodstufts

1s ond livestock preducts were

Temperate zonc foodsihufis, esnec:.ally serea
among the commodity groups which showed the largest cxpansion in the value of
oxports in 1961.1, due principally to: (1) the cumergence Guring 1963/64 of the

Soviet Union as the world's largest. importer
in 1963. ‘I‘“xls cowr .t*-y,\ which in the prsce
surplus of about 4-5 million tons, had a n ‘-: import surplus of nearly 10 millicn
tons in 1963/64; (3.i reflceting predominantly the stagnaticn of livesitock

of wheat, following the crop foilure
I years used to have 2 net export

preduction in Western Eurcpe for the secend consecutive yoar, world trade in _e_:.j;,
butter and other aniiel Faits recomdad in 1954 o rise in volume and especizlly, 2
export supp.x.les were nct adequate to nmect the marked increase in requirements,
generally kigher prices then in 1963, During the first ten months of IC8L, for
instance. export unit values of frozen beef from Argentina cxeceded by aboub one

third and those of muitton and lamb from MNew Zezland by about 10 per cent their
average level of 1963.

World tTrade in _::.;s‘:g_e_’;r croducts, waich are also exchanged mainly among
inCustrizal countrics. bu: for which exports frem doveloping countries have shown €
expanding tendeney in rocont years, contimued to expand in 1964, In particular,
under the impzet of continued strong demend for prouenn-rlch feedingstulis in
Western Europe, cxporiters of fishmezl orperienced beth a further risc in volume 2ar

slightly higher priccs. especially towzrds the and of the year.

The fact thot cdome

tic suprlics of butter -nd other cnimal fats falled to rie
2

2 |c
5]
0]
4]

in Western Burore in 1204 for the second 2 cative yoar led not only to higher
irnport requircments tnd = strongthening of prices Tor these commodities, Hut was
alsc an .urpor"*“‘ zertributcry factor o the improved situation on world markats
for vegetable oilseeds and oils. Prices of this commodity grou?, which had
recovercd in 10(,, From thoir low lovel of 1952, sironguhencd further during 196 v
the estimated increase beuweon the first and Ine last guarter of the ye"w Leing :o
this commodity zroup zc o whole of ahout 8 zer cent. lion-tropical, 2as s ucll ag
tropical, ciisceds and eoils gensrally experisnced in 196'. nighor prlces o in

e

F

n
the preceding yonr. s Togzzrds the velume Traded. however, the lasgest expansice
between 1863 and 1204 waz rezistersd by scyakcons and soyabeal oil, for which
aveilable indications =mugizest more than 1¢ per ceni. while experts of
tropicel oils =nl 3ucts shewed only a slight, L any; growth: <according to pre-
liminary estimates, world cxocrts of jroundnuss_and groundnus il inerrased by
less than 2 por cent and those for palm koritels and palm oil by ncarly 3 dor sent;
vhile those of goconut cond coeccnut sil decerined by 2 ner cert.
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After having shown an increase of 15 per cent between 1962 and 1963, the
volume of world exports of rice is estimated to have remained at a high level
in 1964, The general level of export prices of rice in the 1963/64 markeiing
yvear ending September 1964 showed little change as compared with the previous
season. Although prices in private trade had shown a slight declining
tendency, this was compensated by a rising tendency of prices in bilateral -
contracts concluded between governments which account for an imporitant share
of world trade. '

While in 1963 the most salient feature of the sugar market had been the
sharp upsurge in world market prices resulting from poor crops in several parts
of the world in 1962/63, the recovery of production in 1963/64 and the further
significant rise in 1964/65, especially in Eurcpe, the United States ard the
Soviet Union, were donducive to a gradual decline of prices since the last
guarter of 1963. World market prices of sugar, whick for the average of 19€3
had exceeded by three times their level of 1962, ifted rapidly dovnwards
during 1964 and by the end of the year had lost nearly entirely all the gain
recorded since mid-1962. It hes also to be taken into account that world market
prices represent only part of the world trade and that prices for other trans-
actions tended to fluctuate less than free market prices. The volume of world
trade in sugar is estimated to have decreased in 1964 for the third consecutive
year.

The pressure on prices resulting from an excess of supply over demanrd
which had been the dominant feature of the world coffee market between the
mid-nineteen-fifties and 1962, tended to be eased in 1962/63 by a substantially
lower crop. In 1963/64 the world crop declined again and the damage caused
by drought, frost and fire to the plantations in Brazil not oniy reduced the
current crop but also significantly affected the next few crops in the world's
most important producing country. Prices of coffee, after a continuous fall
since the mid-nineteen-fifties, recovered only during the last quarter of 1963,
especially for Arabicas, while for Robusta types the recovery had started
about one year earlier. The upward movement continued for Arabicas during
most of 1964, but for Robustas only during the earlier part of the year,
followed by a weakening for both types during the last months of 1964. For the
year as a whole, prices of Brazilian Santos IV exceeced by about 35 per cent
and thosc of Colombian Medellin and of Ivory Coast Rcbustas (in New York) by
about one quarter thrir average level of 1963. The volume of world exports of
coffee, after a rise of 8 per cent in the preceding year, is not expected to
have shown any increase in 1964,

After & partial recovery in 1963, prices of cocoa, which, like those of
coffee hsd fallan sharply since the mid-nineteen~fifties, tended again to
decline since the beginning of 1964. The pressure on prices was accentuated
since the last quartér of 1964 as the 1964/65 harvest proved to be larger than
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expected. The Statistics Committee of the FAC Cocca Study Group, at its
session in October 1964, indicated that the trend toward higher world cocoa
production and ccrnsumption would continue in 1964/65, but alsc that, owing to
the existence of carry-over stocks, the market will be less in balance than in
other recent years. In recent months the market price seems To have remained
below the indicator price of 190/- per cwt set by the Cocoa Producers' Alliance
for the current season. For 1964 as a2 whole, prices of cocoa were by about

10 per cent below their average level of 1965. As regards ihc volume of world
exports, after increases of 20 2ndé 13 psr cent in the two preceding years, the
growth rate slowed down to2 per cent in 1962; 1in 1963 it deelined slightly and
preliminary indications do not suggest any merked recovery in 1964,

The relative stability of prices of tea, with only plain gqualities showing a
slight declining trend, was also observad in 1964. At the same time, however, the
velume of world exports cf this commodity, in line with the sluggish growth of
earlier years, appears toc have remained in 1964 at = level close to that of the
previous year.

Raw Materials

The situation on world merksts of raw materials was characterized in 1964 by
the very strong demand resulting from the needs for industrial consumption during
the year, reflecting the further expansion in industrial output in most of the main
industrizl countries, reinforced by 2 tendency in importing countries to replenish
stocks which had fallen to low levels in 19€2-1963. As a result, not only did the
volume of world exports in these commodities rise substantially in 1964, but prices
were on the whole either well maintained, or even showed a substantial expansion
like in the case of non-ferrous metzls. However, the extent to which various
commodity groups benefited from the rise in import demand varied greatly from one
commodity group to ancther.

In particular, raw materials of agricultural origin, such as cotton and
natural rubber, z2lthough benefiting tc scme extent from the higher level of
activity in the textile and rubber industries during 1964 and having done
relatively better than in preceding years, registered only modest increases,
the largest part of the rise in fibre consumption of the textile industries
being covered by man-made products. Reflecting the upward phase of the production
cycle in textile industries, demand for .cotton in industrial countries in the
1963/64 season was rising both for current consumption and for re-building
stocks, and worll trade in raw cotion rose moderately above its level of the
previous season; the share of raw cotton in total (ibre consumption of industrial
countrlies contlinued, however, to decline. Prices of cotton did not show much
change during 1964. Consumption of wool iIn industrizl countries failed to show
any rise in 1964 zand the rise in producticon of the wool textile industries was
entirely covered by utilization of man-made materials. Prices of raw wool, after
their substantial rise in 1963, duec to a shortage of supplies weakened considerably
during 196L and by the end of the year had fallen to 2 level close to that of the
last quarter of 1962. The volume of world exmorts of raw wool appears to have
also declined between 1963-1964. As regards rubber, iike in the preceding years,
consumption and trade of the :2tur~l product showed hardly any expansion, while
both production and trade of synthetic rubber expanded further substantially;
prices of natural rubber, which had declined in 1963, tended to recover partially

during 1964,
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, Apparent consumption of metals in industrial countries, which had shown only
modest growth between 1961 and the first half of 1963, gained considerable
strength towards the end of 1963 and expanded at an accelerated rate during 1964,
The substantial growth in output of steel, together with the continued trend
towards an increased reliance on richsr imported ores, led to a further sub-
stantial rise in the volume of imports of irom ore into incustrial countries in
1964, of which an important part comes from developing ccuntries. As regerds
non-ferrous metals, the sudden upsurge in consumpticn since the last quarter
of 1963 could not be met in the shert run by a quick rise in supplies, so that
prices rose very sharply during 196%. For instance, the increase in prices
between the last quarter of 1963 and the third quarter of 1964 reached 55 per cent
for copper (London Metal Market prices), nearly 5C per cent for lead and zinc and
about 35 per cent for tin. Especially as regerds copper, the most imporitant
non-ferrocus metal entering world trade, it should be kept in mind, however, that
only a small fraction of internaticnal trade is conducted at free warket prices.
By far the greater part is supplied directly from producers to consuning
industries at prices which fluctuate less; betwsen the fourth quarter of 1962
and the third quarter of 1963, they were raised, for instance, by merely €& per cent
in the case of the Rhodesian Selection Trust prica.

A sharp cyclical upward movement of consurption in industrial countries
during 1964 was also apparent in the case of timber; in particular, imports of
tropical timber into industrial countries, the rate of growth of which had some-
what slowed down in the preceding two years, accclerated again in 1964 as exports
of tropical logs, of tropical sawnwced and of plywood frem developing countries
to Western. Burope, Japan and the United 3tates exceeded substantizlly in 1964
their level of 1963.

The continued rise in requirements of fuelsf.r industrial purpcses, transport
and household uses, as well as the fact that ccal continued to lose ground to
other fucis, in particular petroleum products, lecad to a further substantial
expansion of world expcrts of pectroleum and petroleum preducts in 1964,

Summary

The fast expansion of world trade irn orimary commodities of 10 per cent
between 1962 and 1963 =and of about the same high rate in 1964 can be largely
ascribed, as far as the latter year is concerned, tc a combination of favourable
developments, partly of an accidental (like weather ceonditions) or of a eyclical
nature, among which the most outstanding were: (i) for temperate zcne foodstuffs,
the crop failure of 1963 in the Soviet Union was the main ccntributory factor to
the strong expansion in world trade of wheat in 1963/64. The fact that in 1964,
for the second consecutive year, livestock precduction failed tc expend in
Western Eurcpe, duc to some extent to drought during the summer and to = cyclical
downward movement in the case of beef and pork, was conducive to increased import
requircements and higher prices for meat, butter and other animal fats; it alse
largely contributed to an improved market situation and higher prices for )
vegetable oiiseeds and oils; (ii) The sharp cyclical rise in consumption of raw
materials, especially for investment purpcses, together with higher requirements
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for rebuilding stocks in Western Eurcpe, the United States and Japan, lead in
1964 to a rapid growth in the volume of world trade, especially for minerals,
metals and timber, as well as to firm or higher prices, particularly for non-
ferrous metals. Develcping countries benefited from these developments especially
in the case of iron ore, non-ferrous ores and metals and timber, (iii) The sub-
stantial decline in the world coffee crop in 1963/64, for the second consecutive

" season, which contributed to the higher level of prices in 1964, as compared with
1963, for this most important single commodity (after petroleum) exported by
developing countries.

These developments by far cutweighed unfavourable trends, of which the most
important seem to have been, if 1964 is compared with 1963 - and in so far as
commodities originating mainly in developing countries are concerned: (i) The
siuggish growth, if any, in ths volume cof exports of tropical cilseeds and oils
and of tropical beverages, as well as the decline for the third consecutive year
in the volume of world exports of sugar; (ii) The fact that the natural products
seemed tc have shared only to a small extent the rise in consumption and trade of
fibres and rubber experienced in 1964 in industrial countries, the largest part of
which was covered by the man-made products; and (iii) the sharp fall in prices of
sugar and wcol to a level close to that prevailing in the latter part of 1962,
before the sharp rise which had taken place for these commodities in 1963, and the
falling prices of cocoz.
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