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INTERNATIONAL ACTION FOR COMIIODITY STABILIZATION

AND THE BOLE OF AFRICA

At the second session of the liconomic Commission for Africa, the

need for studies on problems of stabilization of commodity prices was

stressed (E/332O-E/CN.14/54, pages 11,20,24). Such studies may include

national as well as international or regional measures, and the impact

of the measures may "be examined from the point of view of a stabilization

of domestic prices or incomes or of the world market, and from the point

of view of resource allocation or dynamic growth.

The present report attempts to meet a part of the need for commodity

studies "by concentrating On the international aspects*—' The first three

sections briefly examine the general problem of commodity instability

and the principles and practices involved in dealing with the problem.

The last two sections turn to the commodity problem in Africa and major

polioy considerations confronting Africa in connexion with international

action.

1. The Problem of Commodity Instability

The post-war period has witnessed a large degree of success in man's,

struggle toward greater economic stability. As the causes of booms, and

depressions have become better understood and anti—cyclical policies have

gained wider acceptance, the excesses which dominated the economic scene,

of pre-war days have been greatly moderated. However despite remarkable

achievement in controlling the forces of the business cycle, particularly

in the industrial countries, the instability of primary commodity markets

has remained a serious problem affectixig practically ail less developed '

aoAufcfcries-,cif..the world* .

l/ A comparative study of methods used for the stabilization of internal

commodity prices is scheduled, to be completed in 1961.
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It is true that for most primary commodities the degree of price

instability in post-war years has decreased as compared with inter-war

years.-^ Yet the absolute magnitude of fluctuation - averaging about 11 per

cent per year, and considerably higher for many commodities - cannot "be

viewed with complacency- In the first place, the fluctuations, are not

generally offset "by volume fluctuation,and the degree of fluctuation in

export proceeds is often larger. Moreover, since prices of industrial

products are much more stable than those of primary commodities, fluctuations

in money terms are largely reflected in real terms. Furthermore^ because,

of the high degree of dependence of less-developed countries on commodity

trade, total foreign exchange earnings and therefore import capacity are

highly dependent on particular commodity markets. Finally, programming for

economic development becomes extremely difficult as a result of commodity

market instability since sources of finance for essential imports, especially

capital goods, are unreliable.

Thus, the remarkable progress made toward general economic stability,

especially in the industrial countries, has in itself been insufficient to

solve the problem of commodity instability. Solution of commodity instability

by economic development and diversification in the primary producing countries

is a long-term process and cannot be expected to bring about immediate

results.

In the search for appropriate action in dealing with commodity instabi

lity it is important to note that the sources 6f this instability are

extremely complex. On the side of demand, the market for industrial raw

materials naturally tends to fluctuate with the level of economic activity

in the industrial countries. The fact that relatively mild fluctuations in

such eoonomic activity have often been accompanied by sizeable fluctuations

in the market for industrial materials - even in the1 absence of autonomous

supply changes - suggests a high degree of sensitivity to changes in- demand.

2/ See United Nations, World Economic Survey, 1958 (sales number: 59-HC.l)
pages 39-53-
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In part, this sensitivity may be linked with exaggerated changes in

inventories, governed not only by tlie current level of economic activity

but also by the expected course of activity and prices. In cases where

imports of materials serve as residuals supplementing domestic supplies,

the main burden of adjustment in time of surpluses or deficiencies

frequently falls on imports. This is not only true of those industrial

raw materials which compete actively with domestic supply in the import

ing countries,, but it is true also of basio foods which are often produced

in both the exporting and the importing countries.

Another major source of commodity instability is the lack of corres

pondence or the relative irresponsiveness of supply to changes in demand.

In the first place autonomous changes in supply resulting from such factors

as vagaries of nature are typically unrelated to the dictates of demand.

Such changes are especially important for under-developped countries where

the power of nature remains largely uncontrolled. To the extent that wheather

and post conditions affect only parts of producing regions of the world,"

short crops in one region may be compensated by bumper crops in another.

In such a case the instability of a particular country or region is not

necessarily reflected in the world market as a whole. In the second place

deliberate changes in supply of primary commodities in response to demand

oonditions are often difficult. This is typically the case with many

agricultural products. Once an annual crop has been sown there is little

room for increasing its harvest, regardless of how much the price rises

between sowing and reaping. Similarly, only an extreme drop in prices

would induce cultivators not t6 harvest their full crop, since V large

portion of the cost of production has already been incurred. The time

lag between planting and harvesting tree crops may be as long as five

years or ©ore. Rapid variations in output of such tree crops as coffee and

cocoa.in response to market conditions are, therefore, extremely difficult,

although some changes in output are always possible; and in the case of

rubber or tea, existing trees may be tapped with varying intensity or
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plucked more or less selectively.-^/

Sven where short-term variation of supply is feasible, as with most

mineral products, any expansion of output beyond a certain margin may &

call for a significant amount of new investment which may not materialize

within a short period of time or be considered worthwhile if current

market conditions are not expected to last. In such a case, although

supply may be fairly responsive to minor changes in demand,^ it maybe

irresponsive, within a given time period, to a sharp rise in demand.

,, Whether in the case of tree crops or in the case of minerals requir

ing large scale investment, the basic source of instability is often to be

found in the nature of prior long-term adjustment in response to market

conditions of earlier years. A decision to increase investment may have

been made when buoyant conditions existed, with the result that, if demand

fails to expand, the market may beoome glutted as the increased capacity'

matures. Conversely, a reduction in capacity in response to weakness in

demand may lead to conditions of insufficient supply at a later date.

2# Principles of Stabilization

The complexity of the sources of commodity instability is at least ■■■

equalled by the great diversity of measures which have beQn proposed or

adopted to deal with the problem. National measures affecting commodities

reflect the general complexion of economic policy peculiar to each nation;

and though very similar situations may obtain in numerous countries, these

may be dealt with by totally different methods.^/

It is only in a few countries which enjoy a dominant, position in the

world market for a particular commodity that national policies have some

times been designed to influence the world price. Generally, national measures

have been primarily intended to achieve the more limited aim of mitigating

the irapaot of external fluctuations on the domestic economy. It is usually

j/ For a more detailed discussion of factors affooting the elasticity of
supply of major African export commodities, see the Impact of Western
European Integration on African Trade and Development (E/CN.14/72^.
For an analysis of national commodity policies, see United Nations, World
Economic Survey. 1958. (sales number: 59.II.Cl) pp.66-111. '



E/CN.1/,/68
Page 5

possible, to a greater or lesser extent, to insulate the domestic economy

from bviolent price fluciruations originating abroad by appropriate

adjus+inarrts in levies or exchange rates. The effect on domestic prices

resulting from a rise in external prices for an export commodity may be

wholly or partly offset by a higher export duty, a greater marketing board

profit or an appreciation in the exchange rate. But such measures are only

partial solutions to the problems created by commodity instability. However

effective they may be in insulating domestic prices, they do not lessen the in

stability in foreign exchange receipts. Of course, they may be supplement

ed by other policies designed to ensure an even flow of imports over the

years. Part of the foreign exchange earned in boom years oan be accumulated

for use in lean years. But the accumulation of large foreign exchange

reserves means that some addition to present investment or consumption must

be foregone and, in view of the urgency of the task of accelerating economic

development which faces most primary producing countries, such a policy of

accumulation conflicts sharply with present needs. It is for this reason

that few under-developed countries find themselves able to accumulate

large reserves for future contingencies.-^

The scope for comprehensive and effective action in the field of

commodity stabilization is much greater at the international than at the

national level. While producers in a single country may be unable'to

exert much influence in the market for their particular commodity, a group

representing the producers of a number of countries can be much more effective.

Yet* the possibility of co-ordinated action on the part of a group is often

difficult to realize. When the number of producers is large, it.is seldom

easy to achieve agreement on a common programme. Past experience shows

that such negotiations have usually been protracted and that the numerous

compromises and conditions involved in the final agreement have often rendered

vigorous and prompt action impossible. Even when agreements on a stabilization

It is true that in Africa several under-developed coun^i.esomana^ed ^to accu
mulate'through the operation of marketing boards, for .example-siz.eable

reserves during the war and early post-war years. It is, however, not

likely that such development would repeat itself in the near future.
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scheme have been reached and put into operation, their effective life has

often been short, not only because cf internal disunity among producers,

but also because of external pressures or events. Schemes that do not

involve the participation of the buyers or consumers may encounter opposi

tion from consumer interests. Further* to the extent that producers attempt

to maintain a relatively high price in the market, the technological deve

lopment of substitutes may be stimulated and the monopolistic position

6/
enjoyed by produoers may become temporary-—' .

But this in no way diminishes the need for policies, which will effective

ly moderate the instability in commodity trade or lessen its adverse economic

consequences. Excessive price fluctuations do not perform any useful function

either from the point of view of necessary supply adjustments or from the,

point of view of gains by producers or consumers.

An abrupt rise in prices, as has been indicated earlier, may fail to

bring about prompt increase in supply and the delayed response in supply

may in fact sow the seeds of future instability. Moreover, just as excessive

rises in prices may have unfavourable repercussions on the supplier, for—

example, through the encouragement of substitutes, so may excessive falls

in prices be injurious to the consumer, through inventory losses or induced

irregularity of supply*

Efforts at commodity stabilization may indeed be made on the initiative

of the consumers. Where consumers are relatively few in number and produc

ers are many, the former may be in a better position to influence the market

than the latter. In practice, however, consumers have been reluctant to

organize themselves for the purpose of commodity stabilization, with the

6/ However, for some commodities,it may well be argued that the techno

logical development of substitutes is a probable development in any

case and is, indeed, stimulated by a situation of violent price

instability*
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possible exception of war time efforts. In some cases, involving long-

term contracts, guaranteed purchases or similar agreements-.concludted

"between metropolitan powers and their overseas territories, it is often

difficult to separate the interests of the consumer and the producer.

Such agreements can evidently "be very important and "beneficial to

particular producers. Yet, even where there is a clear subsidy from

the consumer to the producer* it is not always granted without some

quid pro quo arrangement.

Whether commodity stabilization is attempted by producers or consumers

or both, various principles and methods may be used in attaining the

objective. Of course, the techniques actually employed often draw on

more than one principle or method and are also complicated by the intro

duction of special provisions that are peculiar to each commodity agree

ment. One method of control of market fluctuations is through the

allocation of quotas to exporters or importers. The total amount allocated

may vary with market conditions while the market share of each exporter

or importer may be fixed, for example, in terms of past levels of trade.

A basic problem here is that any fixed share of the market may not take

into account the requirements of a new or expanding economy- On the

other hand, so long as market weakness is assumed to be transient or the

term of the quota agreement does no\, run for more than a few years, the

fixation of market shares may be temporary. Here the fundamental

difficulty is that for a number of commodities' a situation of chronic

surplus may exist and unless drastic measures are introduced to deal with

the long-term surpluses, temporary expedients tend to be perpetuated.

More generally, it is often difficult to determine in any given case

whether a newly emerging weakness on the market is likely to be temporary

or sustained* In other words, while in retrospect the distinction between

a cyclical downswing and a downward trend may be clear, this is by no means

evident in evaluation of the current situation.
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Another method of control of market fluctuations involves open market *

operations. Thus a buffer stock agency, endowed with commodity stocks,

and financial resources may make purchases when market conditions are ■

weak and make sales when conditions are reversed. The accumulation or

decuramulation of stocks by the agency thus operates in a stabilizing

manner. Moreover, if there is confidence in the successful operation of.

buffer stocks, the mere expectation that prices will be maintained within

an agreed range will forestall any panicky purchases or sales in antici

pation of possible market movements. It should be noted, however, that

operations under this method presuppose adequate initial stocks and

financing. There is always a danger that a run on the market may exhaust

the resources of the buffer agency; this is especially likely to happen

to.financial resources if support prices are set at an unduly high level.

Instead of schemes intended to influence the market price for the

commodity concerned, exporting and importing countries may proteot them

selves from violent market fluctuations by entering into a contract in

wlp.cn the exporters are guaranteed a market if prices are weak and

conversely the importers are assured of a supply when the market is buoyant.

This method may be viewed as a mutual insurance and involves a compensatory

payment from the exporters when they are called upon to supply at a price

below what might otherwise be obtained, or a payment from the importers"

when the terms of the contract require them to purchase at a price higher

than the ruling market price. This method is therefore subject to the

same difficulty as bilateral long-term contracts under which the terms of

future deliveries are predetermined so that one party may feel, in retrospect,

that it has had a poor bargain in having had to subsidize the other. The

problem becomes particularly serious if the compensatory payment should

flow.from less developed to more developed countries since it then amounts

to a subsidy paid by the poorer countries to the richer ones.

Any explicit compensatory payment for the loss of export proceeds



Page 9

by primary producing- countries because of depressed market, conditions may

be made by international financial institutions either in loans or out

right transfers. The main advantage of a compensatory arrangement is

that it does not involve any interference with the operations of the .market j

on the other hand it also doesnothing to remove the causes of market

fluctuations. To a certain extent compensatory lending is already made

available by such an institution as the International Monetary Fund which

assists countries during periods of foreign exchange difficulties. Yet,

the operations of the Fund are necessarily concerned with broad balance of

payments problems - arising not only from weakness in particular commodity

markets but also from such factors as domestic pressures on the external

balance and availability of exchange derived from sources other than

exports of primary commodities. Consequently the policy presently followed

is that the Fund's operations should not be guided entirely by automatic

rules.-^

As an alternative to compensatory lending, schemes for compensatory

tranfers have also been proposed. Insofar as the loss of the exporter

due to a decline in export price represents a gain on the past of the importer,

on outright compensatory payment might be made from the importing to the

exporting countries, and conversely when the gain and loss are reversed.

Such payments might be governed by movements in the terms of trade beyond

8/
certain ranges and administered by an international agency.—'

Instead of direct transfer payments from a group of countries which

gained to another group which lost in a market movement, compensatory

payments might perhaps be made from premiums in an insurance soheme. Under

this proposal, the participants might contribute premium payments to provide

partial compensation in case of a downturn in foreign exchange receipts,

the premiums being calculated so that they would be sufficient to meet

Jj International Monetary Fund, Fund Policies and Procedures in Relation to

the Compensatory Financing of Commodity Fluctuations (E/CN.13/I"71)«

8/ See United Nations, Coiflmodity Trade and Economic Development (sales
number: 1954-II- B.I), especially the Olano Scheme, pp.97-102.
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expected contingencies. One prerequisite to the success of such a measure '

would be broad participation, aino* no insurance principle can work with

small numbers. It would, therefore, be imperative for industrial countries

as well as primary producers to participate in such a scheme.^

3* The Development of Intern .tional Action for Commodity Stabilization^

The recent development of international action for commodity

stabilization reflects the growing.realization of the significance of the

problem of commodity market instability. It reflects also the need for

international action on the one hand, and the inherent difficulties in '

various methods of dealing with the problem on the other.

It is significant that recent interest in this problem expressed on

numerous occasions at meetings held under the auspices of the United fiations

has by no means been limited to those debates concernod especially with '

commodity.questions par sev The commodity problem has been raised as an

integral.part of the general problem of economic instability and, more '

particularly, of promoting economic development. It is of concern not

only to the;parties directly interested in the production and trade of

particular commodities, but also the entire, international community.

Numerous instituional arrangements, many under the auspi-ces of the

United Nations,, have been .established, to deal with commodities. -These ■"

ranges from organizations such ,f,s the Commission for International

Commodity Trade, which embraces all commodities, to organizations concerned

with particular.groups, of commodities, such as the Committee" on Commodity.

^Ps of the Pood and Agriculture Organization of the United Nations",

?h6m9 WaS s*S*ested in the United Nations, World Economic Survey
■ W.Isales number: 59*11.0.-1) page 128. ■' ■ - . ■

10£ Jor a fuller analysis of international commodity policies., see United
Nations,. ifTprld Economic Survey, 1958 (sales numbers 59.II*C.l) pp.112-

, . l'3p. .. Curren. development arc reviewed annually by the Interim Co
ordinating Committee for International Commodity Arrangements (iCOICA),
which was established in 1947 by resolution }0 (IV) of the 3conomic
and Social Council. The 1958 review (E/2H8) also contains a general
survey of post-war developments. Background information on the commodity
situation is to be found in United Nations, Commodity Survey, published
annually. Up to date information en significant commodity developments
m United Nations occasional memoranda on "Recent Commodity Developments";
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or with commodities of particular regions, or with a single commodity.

The functions of these organizations also range from informal exchange of

views to the implementation of formal agreements.

The existence of an: international forum in which commodity questions

oan "be discussed does in itself provide opportunities for alleviation of

commodity problems. It may not1 always "be immediatly apparent that such

opportunities serve important ends in themselves. To the extent that

comirodity fluctuations stem from lack of accurate information or fears

of shortages or surplus generated "by exaggerated rumours, the frequent

exchange of information from authoritative sources should deter destabili

sing speculative activities. Moreover, while governments' generally consider

national commodity policies as domestic matters, the "confrontation" of

these policies in an international setting tends to bring into sharp focus

the impact they might have on other countries. There is thus some

pressure for avoiding injurious effects on others and for harmonization

of policies, especially on those countries which play a relatively '

important role in the commodity market. An excellent illustration of

such an effect is provided by the surplus disposal policies of such a

country as the Unated States, which are continually examined by interested

parties under the auspices of the FAO.

The exchange of views, the improvement of information, and the ""'

conduct of research are major functions of most commodity stydy groups

or similar bodies.'—' In some cases, although no standby organ is in

existence, speedy international 'action is possible through special meetings.

The United Nations exploratory meeting on copper in 1958 and the United

Nations conference on lead and Zinc in 1958 and 1959? when market conditions

11/ These include the FAO Study Group on Citrus Fruit; the FAO Cocoa

. Study Group? the FAO Group on Coconut and Coconut Products; the

International Coffee Study Group; the International Cotton Advisory

Committee; the International Lead and Sine Study Group; the Consulta

tive Sub-Committee on the Economic Aspects of Rice of the FAG Committee

on Commodity Problems; the International Rubber S.tudy Group; the -

International Wool Study Group.
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were unse-ttlecl for—fch.es© metals, provide typical examples. The range of

possible actions is illustrated by the fact that no specific international

stabilization scheme was found necessary in the case of cooper, while

voluntary export restrictions were agreed upon and a study was subsequently

established in the case of lead and zinc.

More formal international agreements have been reached for a number

of commodities. These agreements have frequently been bilateral or regional

in scops so that only a portion of the world market has been affected.

Agreements on a broad international basis have as yet been limited to a

few commodities.

Insofar as a particular exporter is concerned, bilateral or regional

agreements may be just as important as broad international agreements. Bulk

purchases, long-term contracts or similar agreements may ensure an exporter

a stable market for its important products. It is therefore not surprising

that these agreements have been fairly common between countries with special

relations, in particular between overseas territories and metropolitan powers*

Furthermore, in a large number of cases the exports under such agreements have

been at higher prices than the world market prices, although the reverse was

apparently the case with bulk purchases in the overseas territories by the

United Kingdom during the Second Uofld War and in the immediate postwar

years. These purchases had since been discontinued. In the Commonwealth

sugar agreement, which is still in force, prices have, on the average,

been higher than world free market prices. United States purchases of sugar

from Cuba had, before they were temporarily suspended recently, been at

a much higher price than the world market. The Italian purchases of bananas

in Somalia constitute a further example of trade in a sheltered market.

Most important of all are the special arrangements in the franc zone which

include a large number of countries or territories in Africa and a long

list of commodities such as grains, sugar, wine, oil seeds, oils, coffee,

12/
bananas, cottonjS.isal and jute.—' In the case of the temperate zone

agricultural products mentioned above, the overseas territories had long been

integrated into the marketing arrangements of metropolitan France. In the

12/ For more detailed discussion of the franc zone arrangements see The impact

of Western European Integration on African Trade and Development (E/CN.14/72)
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case of commodities such as the fibres for which the franc zone is

lieavily-depeindent-on foreign supplies and all the overseas products are

absorbed by the French market, a direct subsidy to overseas producers

is involved. More recently, quota allocations apply to some commodities,

such as coffee, which are also exported to the world market outside of

the franc zone. In assessing the gains of the primary producers in such

arrangements, it should be remembered that these producers have also

been obliged to import from the metropolitan country at a higher price

than the world market. In addition some producers have also been importers

of certain primary commodities at the high price prevailing in tha franc

zone.

In order to influence the world market formal international agreements

should preferably be world-wide in scope. This is the case with coffee,

olive oil, sugar, tin and wheat. These agreements were concluded by both

producers and consumers, with the exception of that for coffee, which

was drawn up among producers only. The dramatic decline of the price of

coffee in the last few years was associated with a high degree of fluctuation

as well as with growing surpluses. As a result the major emphasis of the

coffee agreements has been placed on restrictions of supply. The seven-

nation Mexico City Agreement of 1957 and the fifteen-nation Latin American

coffee Agreement of 1958 represented attempts by Latin American exporters to

regulate supply mainly by withholding a cer-tain percentage of exportable

production. The International Coffee Agreement of 1959 was participated '.

in by some African producers and operated on fixed export quotas. These

quotas did not, however, apply to exports to a number of important areas

and were thus not entirely effective in controlling total exports. To

the extent that exports were restricted, the lack of practicable measures

in reducing productive capacity inevitably resulted in the accumulation

of stocks. The International Coffee Agreement of I960 included almost all

the important producers, except Congo (Leopoldville), Ethiopia, Indonesia

and Ruanda Urundi. The main mechanism of control was unchanged from the
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agreement of the previous year* Unless unexpectedly unfavourable conditions,

should affect coffee production in major areas, the accumulation of stocks

is likely to continue* For most of the African participants, the problem

of stocks will be a. new one inasmuch as they have previously been able

to dispose of the entire exportable product»

Among the commodities covered by formal international agreements

based on the principles enumerated in the Eavana Charter, especially the

principle of universality governing such agreements, olive oil has a unique

feature in that its remarkably regular short-term market fluctuations are

largely supply-induced and "burdensome surpluses have not so far been a

problem. This type of fluctuation may bo fairly controllable. Consequently

one of the main functions of the International Olive Oil Agreement, which

came into effect in 1959 was to make recommendations to governments for

appropriate action after detailed examination of the market situation. In

particular, the possibility of regulating fluctuations of inventories by

the creation of an International Olive Oil Fund was to be considered.

In the International Sugar Agreements, the main mechanism of control

has been through export quotas- Since stocks have also been regulated

production —y ;„-3 ^z".\ f.nlirv',:1; c/jf-zW* Thi? :.s possible, because sugar

-production is more or less tenable to anrual control. On the other hand,

the extent to which export quotas may vary is rigidly determined in the

Agreement so that the effectiveness with which the price of sugar can .be

maintained within the minimus and maximum ranges aimed at the Agreement

is correspondingly limited. It should also be borne in mind that.more than

half of the world trade -in ^ug&r, mainly under the quota arrangements of

the United States and the OV-iasrnwwaltfc Sudar Agreement of the United Kingdom

remains outside of the International Sugar Agreement, Any major change in

these arrangements hca dnrpcrtant repressions on the working of the

International Sugar Agroejnsivs *

The macharism of stabilization in fna case of the International Tin

Agreement rests on a combination of buffex stock and export quota. The
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buffer stock is entirely financed by the exporters and the manager's

buying and selling policies are determined in relation to agreed price

ranges. In the middle range no intervention by the buffer stock is

necessary but permission to operate in this range has been granted to

the manager from time to time. Outside that range intervention is

permissible and when prices reach the minimum or maximum it becomes

mandatory sc long as resources permit, Export quotas may be instituted

to supplement buffer stock operations when a certain amount of stocks

has already been accumulated. In time of market glut, however, major

reliance may in fact be laid on quota restrictions rather than on open
market operations.

Despite post-war shortages the impending surplus was correctly

anticipated as early as 1949 in the first International Uheat Agreement.

This was explicitly recognized by downward shifts in the price ranges

aimed at for subsequent periods. In contract ,:ith other commodities

burdened with surpluses, however, no attempt was made either to impose

quota restrictions or to accumulate stocks. In part this reflected a

genuine desire to avoid shortcomings of a restrictionist scheme. But

it was made possible by the fact that large stocks were being accumulated

by the major exporters, especially the United States. Instead, the

exporters undertook to supply specified quantities of wheat to participat

ingimporters at maximum prices whilo the importers undertook to take

specified quantities of wheat from participating exporters at minimum

prxces. Thus the transactions under the Agreement may be at prices

different from those outside the Agreement, and may thus involve a de facto

compensatory payment. The International Uheat Agreement of 1959, aside

from increasing the functions of the International Wheat Council for

the promotion of trade and annual review of the wheat situation, introduced

an element of asymmetry regarding the obligations of participating exporters

and importers, although the main feature of guarantoed purchases or sales
remained.
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Under this Agreement, participating importing countries undertook

to purchase not less than a definite percentage of their commercial imports

from the participating exporting countries within the minimum and maximum

price range. The exporting countries undertook, on the other hand, to

meet all the commercial requirements of the importing countries. At the

maximum price, the duties of exporting countries are limited to supplying

a definite quantity of wheat, which is based on the average volume of

purchases "by the importing countries from them over a recent period of

years, and importers are free to buy from any source. It is to be noted,

furthermore, that if the national wheat policies of the major exporting

countries, notably Canada and the United States, should continue to maintain

the export price of commercial wheat above the minimum price, the obligation

of the importers under the terms of the agreement to purchase wheat at a

price higher than the prevailing in the "free market" would not arise.

One of the conclusions to be drawn from the foregoing survey of the

main characteristics of international action in the field of commodity

stabilization is that while progress achieved to date is noteworthy, it

does not measure up to the magnitude of the problem. There is no doubt

that many measures, such as the provision of international forums, the

improvement of information, the constant examination of the current situation

and prospects, the promotion of consumption, the standardizatibn of products,

and the establishment of machinery for prompt action, are constructive and

non-controversial. Bilateral and regional arrangements, while limited

in-scope, give a degree of security to particular exporters that may not

be obtainable in a purely competitive market and frequently involve an

element of subsidy from the importers. Furthermore, in negotiating formal

international commodity agreements serious attempts have usually boen made

to secure broad participation by the consumers as well as the producers,

to keep in touch with the market forces and permit flexibility in dynamic
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adjustments. Yet there is little assurance that the violent fluctuations

of the commodity market which have dominated the economic life of most

primary producers are a thing of the past. For adequate mechanism to

deal tiwh abrupt changes in the market can be said to exist for only a few

commodities. Even for these commodities, such as coffee, sugar, tin and

wheat, the experience of.the post-war years points to the limited degree of

effectiveness when confronted with difficult situations.

In search for more effective and comprehensive solutions to the problem

of commodity instability it should also be remembered that the repercussions

of particular measures may give rise to fresh problems. The growing sup

surpluses in certain domestic prices stabilization programmes is a familiar

illustration of this point. The operations of the International Tin

Agreement serve as a reminder of the fact that price stabilization does

not necessarily imply stabilization of export proceeds especially when

exports from non-participating countries may be important. In the final

analysis the gains from stabilization in particular areas must always be

viewed against possible costs incurred elsewhere.-^/

4» The Commodity Problem in Africa

Compared with its general global characteristics, the cbmmodity problem

in Africa reveals both similarities-and dissimilarities.. At the outset

it should be noted that Africa plays an important part in the production and

trade of primary commodities. Tables 1 and 2 show that for a number of

commodities such as palm products, sisal, cocoa and some non-ferrous metals,

For more detailed treatments of various approaches to commodity
stabilxzatxon,.see United Nations, World Economic Survey. 1958
(sales number: 59-H.l) pp. 124-519: General Agreement on Tariffs
and Trade, Trends in International Trad*- Report by a Panel of
Exports (Geneva, 1958).
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Table 1. Africa's Share in World Production^of Selected Agricultural
Commodities, 1934-1938 and 1950-1958

(percentage)

Average Average
Commodity 1934-1938 1950 1958 1950-1958

Palm kernel... .■ .... 86.5 82.1

Palm oil... .... 83.2 82.1

Sisal 63,6 69.8 64.8

Cocoa beans , 66.2 65.7 64.2

Sweet potatoes and yams.... 53.8 50.8 49.2

Cassava .... 52.7^/ 49.3

Ground-nuts 29.9 26.7 32.6

lallet and sorghum 38.4 36.1 25.3

Coffee 5.9 12.8 16.3

Cottonseed 11.5 . 15. 1 14.4

Bananas .... 18.0 ....

Cotton 11.3 14.1 13.8

Wine production 12.2 10.1 9.4

Olive oil 7.5 13.3 15.8

Grapes for wine 10.3 8.9 8.9

Woolj greasy basis 10.1 9.0 9.1

Wool, clean basis 8.4 8.1 7.8

iiaize 6.9 6.2 7.4

Barley 10.0 8.3 6.5

Sugarcane 4.6 6.4 6.7

Tobacco 3.6 5^6 5.8

Natural rubber 1.0 2,9 6.4

4.2 3.8 4.0

82,

81.

67".

64.

50.

50.

33.

32.

16.

12.

a a a

11.

10.

10.

9.

9.

7.

7.

7.

6.

5.

4-

4-

.9

,0

.5

,2

,8

,62/

.8

7

0

4

•

6

6

4

5

5

9

4

3

5

9

9

2
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Table 1. (continued)

P ... Average Average
Commodxty 1934-1938 ■ 1950 1958 1950-1958

3.6 5.3 4.1

4.7 4.1 3.9

1.6 2.4 2.6

3.6 2.9 3.2

1.0 1.2 o,9

0-6 0.4 0.6

Source: Statistical Office of the United Nations, Statistical Yearbook.
iood and Agriculture Organization of the United Kations, Yearbook
of good and Agricultural Statistics, various volumes of part 1 (Rome).

a/ World excluding eastern Europe, USSR and mainland China.
t/ 1952.

c/ Average 1952-1958,
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Table 2. Africa's bhare in World Productionr^of
Selected Minerals, 1936-1938 and 1950-1958

(percentage)

Commodity

Average

1936-1938 1950 1958

Average

1950-1958

Diamonds..

Cobalt ore

Gold...".

Manganese ore

Chrome ore.. •. •.

Antimony ore

Phosphate rock—'

Copper ore

Copper metal

Asbestos*.

Tin concentrates

Lead ore

Zinc ore.

Tungsten ore

Iron ore

Silver

Bauxite

Zinc metal.....

Lead metal

Tin metal

ilagnesite

Nickel ore

Crude petroleum

97.3

...

47.1

33.4

44.3

5.0

a . ■

19.8

17.5

1.8

11.8

3.9

2.1

2-0

5.0

a * •

...

1.2

1-7

1.3

■ • •

. • •

0.1

88.8

78.8

55-8

\ 53.5
49.8

29-4

36.32/

22.7

22.0

16.2

14.2

8.3

7.0

4.8

4.3

4.4

1.9

1.5

2.6

2.4

1-9

0.7

0.6

96.4

62.0

65.2

39.8

43.6

38.9.

35-5.

24.4.

23.2

22.8

17.0

12.7

10.2

8,5

5-3

4.9

3-3

3-9

2.2

3.3

3.6

2.0

0.6

96.3

72.8

60.0

42,2

39-3

39.0

33.&

.. 24.7

23.8

18.7

15.1

11.9

9.1

7.8

4.8

4.5

3.5

2.5

2.4

2.4

2.1

1.2

0.4

Source: Statistical Office of the United Nations, Statistical Yearbook,

various issues^ United Nations Commodity Survey, 1957 (sales number.

58.II.D.1).
a/ World excluding eastern Europe, USSR,mainland China.
b/ Irrespective of content.

0/ 1951.
d/ 1951-58.
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Table 3. Indices of Production and Quantum of Exports
of Primary Commodities:

Average 1955-1957

Item 1928 == 100

World
a>

Primary pro

ducing coun

tries b/

1948 - 100

Africa
/ Primary pro-

World—' ducing coun

tries b/

Africa

Production

Primary

/ commodities

Primary commodi-

. ties excluding

.petroleum

Exports^

Primary 1

.commodities^

155

145

132

156

146 -

153

180

177

166-

127

124

144

135

132

139

136

135

153

Source! League of Nations, World Production- and Prices 1938/v?s United

Nations> World-Zoonomio Surve^rT 1QS8 (sales number: 59.11.C.l).; and data

Supplied by the Statistical Office of the United Nations and the Food and

Agrioulture Organization of the United Nations.

a/ Excluding eastern Europe, U3SR and mainland China.

b/ All areas other than North America, wostorn Europe and Japan,
and those listed in footnote a).

c/ -Including eastern Europe, USSR and mainland China as destinations
of trade, : . _

d/ Based on sample of thirty-four major internationally traded primarily
commodities.
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Table 4. Africa's Share in World Exports^of Selected

Agricultural Commodities, 1934-1938 and 1950-1958

(percentage)

Commodity Average

1934-1938 1950 1958

Average

1950-1958

Groundnuts 43,2

Palm Kernels *«v; 91.5

Cocoa beans 67.2

Palm oil 52.8

Groundnut oil 11.7

Sisal and other agave fibres. 42.1

Palm kernel oil

Olive oil 32,1

Cotton 18.6

Citrus fruits 7.9

Coffee 7.9

Maize*. 7.6

Tobacco 6*6

Bananas 5*8

Wool 11.1

Barley 12.7

Sugar 7.7

Tea 2.0

Rice .. 1.3

Copra . 5.1

Rubber. 0.7

Coconut oil 0.3

Beef and veal 3.3

Butter 0.2

Wheat 3.8

Jute. • 0.1

74.06/
93.9

65.1

41.0s'
51.5
23.7

52.5
22.8

24.5
15.3
8.2

13.8

9-1
8.3

28,9
6.1

3.9
4.7
4.7

2.4

3.9

0.9
1.2

1.3

1.0

94.3^/
92.4
66.8

6ulo/
63. IF

60.3
71.0

45.7

23.7
25,8

24.4
19.0

12.7

11.3

8.6

3-9
8.4
6.3

9.1
5.6

5.3

3.1

1.5
1.3
1.0

0.8

93.0

67.9
65.3
...

59.2

55.4

39.4
22.8

22.0

19.4

15.7

1.3.1
11.0

9.8
9.2

7.5
5.0

4.8

4.7

3.9

2.9
2.1

1.2

1.1

0.9

Source: Food and Agriculture Organization of the United Nations, Yearbook of

Food and Agricultural Statistics, part 29 several issues.

a/Eastern Europe, USSR and mainland China are excluded from world as

origins of exports but included as destinations of exports.

b/1948-52.

jo/1957.
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Table 5. Africa's Share in "Torid Exports ^/

Selected Minerals, 1936-1938 £,nd 1950-1958

(percentage)

Commodity
Average

1936-1938

52.6

35.6

46.9

43.3

3.9

19.6

22.4

11.5

5.2.

-

1950

■ 53.8

54.8

■ 56.4

47-0

32.1

24.9

24-1

■ 17.9

1Q.0

2.0

1958

51.7

49.7

42.2

45.6

46.I

40.7

27.5

13.0

16.0. --

.3.8

Average

1950-1958

51.9

48.O

45.4

41.o

39.5

31.6

25.3

19.4

... . 14.2.

. 4.6

Diamonds

Lead ore.

Manganese ore

Chrome ore

Antimony ore

Iron ore

Tin concentrates

Zinc ore

Bauxite

Source: United Nations, Yearbook of International Trade Statistics,

various issues; United Kingdom, Statistical Summary of the Mineral Industry,

various issues. Figures are in terms of metal content of mine output

except for diamonds which are in terms of value.

a/ Eastern Surope, USSR and mainland China are excluded from world as

origins of exports but included as destinations of exports.



E/Cff. 14/ 66
Page 24

Table 6, Value of Gross Bxports of Selected Commodities from

Africa, 1958.

. . . . (million US dollars) _ __

Gold

Cotton

Coffee

Coooa

Copper

Wine

Grpundnuta & oil.

(Groundnuts . "

Diamonds

Palm products ,

(Palm kernels.

Wool

Timber

Source: Economic

685-3

557.9

431.5

340.2

325.7

317.5

266.7

205.9)

.200.5

170.6

87.3)

123.7

.117.6

Commission fc

Citrus fruits

Phosphates

Tobacco

Sugar

Hides and skins

Maize

Rubber, natural

■■ Rice

■ Sisal

■Bananas-

Petroleum

■ Olive oil ' '■•'■:-

Cloves

Bauxite

102.3

101.7

84.O

75.8

"'74.3

73;t

66.B

■■■ - 5$*i

49.2

35.3

26.6

23^7
■~. 11*5

3.0



E/CH.14/68
Page 25

African production is dominant. The list trould obviously multiply-if

various grados of commodities:.aro-finaly differentiated. Thus, although,

the shares of-African production of cotton-and ooffoeihave been mbderate,

those of extra-long staple cotton and robusta coffee have been most

significant. Furthermore, in comparison with pre-war, the African share

of a large number of commodities, such as antimony, cooper, lead and

zinc, rubber, coffee and tea has increased remarkably in the post-war

period. For some commodities, such as bauxite, African production has

been an entirely new phenomenon. Over a longer period of three decades

^the rate of growth of primary commodity production in Africa has been

faster than in the world as a whole (excluding eastern liurope, USSR and

mainland China) or in the primary producing countries as a group, as

shown in table 3. Between 1928 and 1955-1957 primary commodity production

increased 80 per cent in Africa, as compared with about 55 per cent.in

both the world as a whole and all primary producing countries as a'.group.

Since 1948 although the rate of growth of African primary commodity

production does not appear to be significantly different from that of the

primary producers as a group, it has been faster than in the world as

a whole. Furthermore, the production of export products' in Africa has

grown at a substantially higher rate than primary products as a whole,

a fact which is substantiated by the relative growth of exports shown
belowM

The part played by Africa in world trade of a number of primary

Commodities may be seen in tables 4 and 5- For a large number of important

commodities traded in the world market, such as coffee, cotton, groundnuts,

Olive oil, tobacco, iron, lead and zinc ores and tin concentrates

Africa's share in trade is larger than in production, reflecting the.fact

■that the export market is relatively important as compared with domestic

14/ See also Review of Food and Agricultural Situation in Africa (E/Cff.14/62)
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consumption in Africa. For many commodities low domestic consumption

reflects in turn lack of processing or manufacturing facilities in Africa.

On the other hand, commodities such as bananas, cassava, millet, sorghum,

sweet potatoes and yams are more important for domestic consumption in

Africa than for exports, if at all*. Among the ores, copper stands out in

that domestic processing is actually relatively important. To the extent

that data on world trade include significant re-exports of commodities

originated from Africa they tend to understate the share of Africa in

world exports; this is most clearly illustrated in the case of diamonds*

Compared with pre-war years, Africa's share in trade for most of the

commodities listed in tables 4 and 5 has increased in the post-war years-

Prom the nineteen twenties to the nineteen fifties the share of Africa in

world exports of all primary commodities also showed an upward trend,

being 6,6 per cent in 1928 and 8.8 per cent in 1955-1957. This was

reflected in a faster rate of growth in Africa of primary commodity

exports as compared with other areas as may be seen in table 3- The rate

of growth of African exports has been favoured in part by the commodity

structure of exports which is dominated by those groups such as metal

products and tropical foods which have experienced a relatively rapid

growth in demand.

The relative importance of various commodities in the export earnings

of Africa is briefly indicated in table 6. In general, those commodities

which play an important part in Africa's share in world trade are also

important earners of foreign exchange for Africa, although the rankings of

individual commodities in world trade and value of exports do not correspond

closely.

Inasmuch as Africa!s exports of primary commodities are highly dependent

on the markets of the industrial countries, it is not suprising that they

are very much affected by changes in economic activity in these countries.
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Table 7. Destination of Africa's sports of Selected

Primary Commodities: Share of Industrial Economies a)

(percentage)

Commodity 1954 1955 1956 1957 1958 b)

Sugar... 81.7 82.9 90.8 91.1 81.7

Coffee 87.2 87.4 81.8 90.0 88.1

Cocoa 85.4 92.8 84.2 88.8 95.0

Cotton 53.0°) 44.7°) 54.4 44.6 44.0
Ayerage of above four

items... 73.6 71.3 71.7 71-1 72.2

Oils and oil-seeds 98.7C' 96.0c) 93.3 91.1 87.0

Alcoholic beverages.... 96.9 97.2 95.8 99.8 95.6.

T.lool and hair 96.1 91.6 90-5 84.5 92.8

Non-appearel fibres.... 83.9 77-5 75-3 85.5 87.5

Metal and ores 64.1 62.9 6l.O 78.9 77.3

Average of above nine

items.. 78.O 76.9 76.1 79.8 79.3

of whichs w'estern Jurope 63.9 63.2 62.8 65.7 66,2

North America 12.9 12.5 11.3 12.2 11.4

Sources United Nations, Yearbook of International Trade Statistics and _

Commodity Trade Statistics, Statistical Papers, Series E, various issues.

a) Western Jurope, United States, Canada and Japan.

b) Preliminary.

c) Portugal not included.
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Table 7 shows that almost four-fifths of Africa's principal exports of

primary commodities are absorbed by the industrial countries. The share

of western Europe in the market for these exports - over three-cfuartera-

is especially striking and is evidently influenced by historical links

between metropolitan countries and dependencies and by institutional

arrangements such as preferential duties, marketing arrangements, currency

areas and exchange controls. This degree of concentration- of African

exports to markets in industrial countries, especially in Western Europe,

is relatively high as compared with that of exports of primary producing

countries as a whole,—•" ...

In common with experience in primary product markets in general,

Africa's exports of primary commodities suffer from a high1degree of

instability. Indeed there is some indication that for Africa the degree

of fluctuation in unit value is larger than that for the world as a whole,

as may be seen from table 8, and in exports proceeds is at least as large*

The relatively large fluctuation in unit value reflects partly the fact

that Africa's exports are relatively concentrated in such groups, as

15/ A comparison of the approximate shares may be made as follows:

Destination of Exports of Primary Producing

Countries as a Whole and of Africa, 1954-1957:

Share of Industrial Countries

(percentage)

Africa All primary pro

ducing countries

All industrial countries 77.7 69.7

Western Europe ■ 63.9 43*4

These figures are not strictly comparable since exports from Africa

are based on the nine groups specifield in table 7 and those from

all primary producing countries are derived from General Agreement

on Tariffs and Trade, Trends in International Trade, (Geneva, 1958)

and which includes commodities other than primary products.
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beverages, which are subject to a high degree of prime fluctuation, .=£/

Most of the African economies are vulnerable to commodity market

instability as they are dependent on a few commodities.. Despite some

tendency toward diversification it is clear that one or two commodities

still dominate total exports of most countries. Table 9 lists a

selected number of countries where a single commodity accounts for a

third or more of total export proceeds in recent years.. . .Examination

16/ ■ - ■ ■ ■ '
—' This is substantiated by the fact that the annual, average degree

of fluctuation of export unit values for the world as a whole rises

from 11 per cent to 14 per cent when weighted by .the, structure of

African exports rather than that of world exports.
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Table 8. Short-period Fluctuations in Quantum, Unit Value

and i3xport Rrooee&s of Primary Commodities, 1948-1957
(percentage)

Commodity and

commodity group

NorId Africa

Quantum Unit

value

19
11

9
12

15
13
8

11

10

7
8

6

7

7
2

6

17
16

4
8

9

17
16

13

15

6

10

15
18

14

Proc

17

9
12

10

25
15

15
12

15

10

10

6

10

14

4

7

17

6

10

18

17
21

14
16

12

14

15

17
16

Quantum Unit

value

Prooeeds

Beverages

Cocoa 7

Coffee 7

Tea 11

Average,,,...... 8

Cereals

Barley, 14

Maize 10

Wheat 12

Rice 8

Average 11

Non-staple foods

Butter , 10

Beef and veal 13

Sugar. 4

Cheese 7

Mutton and lamb,..... 10

Bananas 4

Average 6

Oil and tobacco

Coconut oil 10

Copra 10

Tobaooo. 6

Average 7

Fibres

Silk 19

Wool .. 10

Jute... 16

Cotton, 8

Average 9

Metals

Aluminim 9

Tin* 15

Copper 6

Zinc 9

Average 9

Ore

Bauxite 8

Zinc ore and concentrate 5

Copper ore and concen-

Iron ore 11

Tin concentrates 3

Other materials

Natural rubber, 7

Crude patroleum 3

Average,all groups 8

25

5
11

30

4
12

7

7

14
8

27

29

35

34

31

29

29

7
12

7

5
8

20

9
8

9

7

34
1

3

12

4
20

5

26

»• *

• * •

12

12

22

11

9

17

12

5

9
6

10

6

9

7

7
. a •

5
6

17
16

10

12

a a a

22

16

17

19

• • *

15
14

24

14

15

7
22

12

28

29

37
38

32

30

31

5

29
a a a

7

7

18

17
8

10

• a •

25
30

8

13

iY -»
14

23

W

• t«

1 • •

12

25
. * <

16

27

* * *

33

• a *

13r

Continued on page 31
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Table $ -(continued)

Source: United Nations, World Economic Survey, 1958 (sales number:

59tIIfc0«l) and United Nations, Statistical Yearbook, various issues.
^ ■ ■ ■ ''"'■■"■'■■ ■ ■'.' ' ■■■■ -■-* . .......

To oompute the short-period fluctuations, trend was first eliminated

"by the least squares method, the annual percentage changes .were then

computed and averaged, the higher of each pair of years jb,eing /t^aken.

as the denominator. The total and group averages were obtained "by

weighting the fluctuations in individual cases by their commodity

weight in world trade and in Africa's exports in 1953.
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"" Table 9» Share of Principal Export Commodity in

Total Exports in Seleoted African Countries, 1958 and 1950-1958

(Percentage)

Country Commodity

Mauritius.:... .Sugar

Gambia. .......•••...*..••...•.. ♦Groundnuts

Reunion.... Sugar

Egypt (UAH) .Raw cotton

Liberia,. ♦♦ ...••,,... ....Rubber

Ghana .Cocoa

Sudan .Haw cotton

Ethiopia v Coffee

Rhodesia and Nyasaland .Copper

Cameroun ,. Cocoa

Malagasy Coffee

Algeria. , vline

Angola Coffee beans

Chad, Congo (Brazzavile),

Contra! African Itepublic,

Gabon (former French
Equatorial Africa \..........Raw Cotton

Congo (Leopoldville) Copper

Sierra Leone Palm kernels

1938 1950 1958

Average

1950-1958

• » ♦

...

75*7

74.1

50.0 .

72.8

63.7

• •.

. * •

35-6

31.9

48.9

10.6

95.1

97.2

66.62/

86.6

88.9^/

82.1

71.3

51.52/

46.2

51.62/
52.3

46.8

31.7

99.2^/

95.5*/
80.9
67.6

64.9

67.I

55.9

65.6

51.6

43.5

39.4

54.4

40.8

98.5^
54.35/
80,2^/
79.3

73.22/

72.7

62.9

58.7^/
58.©£/

47.o^/
43.6

42.1

39.0

21.4 43.2 30.1 35.7

33.2 25.0 27.0 32.5

21.4 34.8 15.QS/ 31-2

Source: United Nations, Yearbook of International Trade Statistics, various

issues: United Nations, Economic Survey of Africa Since 1950 (sales number

59.II.K.I).

V 1957
b/ 1950-1957
°/ 1951
d/ 1951-1958
ej 1951 and 1953-1958
1/ 1950 and 1954-1958
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Table 10. Short-period Fluctuations in imports Proceeds and in

Purchasing Power of Exports in African Countries,

1948-1958

(Percentage)

C o u..n try Export Purchasing
proceeds power of

«T*"#* ■ 26'8 2?-2Sudan

_ . . 19.1 17.6
Ethiopia
w .,. 14.7 12.3
Mauritius

12.7 9.5
Cameroun

12.4 11.3
Ghana

„. ^ ■ , ' 12-3 12.8
Chad, Congo(EraZZaville), Central African Republic,
Gabon(former Freeh Equatorial Africa) \. 12 2

Angola 9*9
R. H.7 12.3
■Reunion.....,'

11.3 9.3
Tunisia.............

11.3 13.9
Congo (Leopoldville) • -,, „

; 11-2 o 6
British Bast Africa....: n ' "

* 10.8 9.3

Dahomey, Guinea, Ivory Coast, Mali, tfiger, Sonegal,
. Upper Volta (former. French T/est Africa) .... in c
Nigeria....... 9*8

. 10.3 8.7
Rhodesia and Nyasaland

9-0 9.7
Malagasy...

0.0 11.5

Egypt-(u,.-.3;).,■ - Q °
0.5 7.7

Union of South Africa
n . 8-l . -6.5
Algeria

8.0 7.8
Morocco

6-3 4.9
Total: weighted average o Q

■ y-y 9.1

Source: United Nations, Statistical Yearbook, 1959 (sales number 1959-XV1I-)

and data supplied by the Food and Agriculture Organisation of the United Nations.'
Method of computation is explained in footnote of table 8. Weighted averages

were obtained by weighting the short-period fluctuations in individual countries

*7 the value of export proceeds in theso countries in 1953. Purchasing power
of exports were esti.ated by debating export proceeds by import unit values
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of fragmentary data reveals that the list may be expanded considerably.

Most countries formerly undor French Ifest Africa may be included in the

table- The share of principal export commodity will also increase when

17/
countries formerly under French Equatorial Africa are shown separately.—u

Table 10 shows the degree of fluctuation in both export proceeds and the

purchasing power of these proceeds. It may be noted that, by and large,

countries which are■heavily"dependent on a single commodity tend to . :

experience a relatively 'high' degree of fluctuation in export proceeds;

this is not surprising since in such eoonomies fluctuation in one ,

commodity is less llke'ly to be offset by compensatory fluctuation in

other commodities. ' For the same' reason, the degree of fluctuation in

export proceeds in individual countries within a large federal unit,

such as British East Africa, former French Equatorial. Africa, and Frenoh

West Africa, would have, on the average, been larger when.shown-separately.

Furthermore, changes in export proceeds are not.signicicantly counter

balanced of fluctuations in the purchasing power of.exports is not,

perceptibly different from that in export proceeds, . ,

5- The Role of Africa, .in .International Action for Commodity Stabilization

In view of the predominant role of primary .commodities in their

economies, African countries have naturally a keen interest, in. any. '.action

for commodity stabilization. The exact role of Africa, in. international

action depends partly on the statistical position, p£ the; commodities

concerned, the existing institutional arrangements, and broad, considerations

17/ The extent to which diversification of exports contributes to stability

in Africa's export proceeds 'i 'indicated by the fact that in_ the p_eripd

195Q to. 1958-, -the-average degree*of fluctuation of total export proceeds

of African countries is about one third less than that of the proceeds

from the principal export commodity. .
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of future economic development«

It may be recalled from previous section that for a number of

commodities such as groundnuts, long-staple cotton, cocoa, palm products,

. sisal, diamonds, and some non-ferrous ores. Africa has a sizeable share

in world exports. Furthermore, for some of these products, African pro

duction or trade is highly concentrated in a few countriesmamely long-staple

ootton in UAE(Egypt) and Sudan-Cobalt CGnggo (Leopoldvillo), Rhodesia

and Nyasaland; manganese in Ghana and Morocco; Chrone in Rhodesia, •

Nyasaland, and Union of South Africa. For a number of others, while

production or trade is more wide spread on the African Continent, a

predominant share is concentrated in a few countries! Notably, groundnuts,

in Nigeria and former French West Africa^ cocoa in Ghana, Nigeria, Ivory

Coast, and Cameroun; palm products in Nigeria and Congo (Leopoldville)5 ■

diamonds in Union of South Africa, Congo (Leopoldville), Ghana, -Sierra

Leone and Angola.

It would appear that Africa is in a strong position to initiate .

action for stabilization of these commodities. In some oases, informal

arrangements initiated by private interests already exist, .Thus, the

marketing of diamonds is apparently under a world-wide.cartel arrangement.

Furthermore, to the extent that marketing and stocks of a number of products

such as oil seeds and long-staple cotton are effeatively controlled ~by

national policies, the world market is to a greater or lesser extent .

influenced by such policies, at least in the short-run. Yet,' despite ,

the strong statistical position of Africa, the control of certain commodities

apparently rests outside of the continent, notably palm products and certain

non-ferrous ores and metals. While some kind of stabilization sche'm;© on

an international scale may actually exist for these commoditi.es, they

are frequently on an informal basis and highly influenced by parent

companies with extensive consumer as well as producer interests elsewhere.
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Furthermore, as has been pointed out earlier, for a large number of

commodities, the share in world exports is not matched by an equally

high share in world production. The potential for actual control of the

world market by Africa tends thus to be overstated by export figures aione»

Another consideration is that there may be important technical difficul

ties in instituting market control by Africa, a familiar illustration of
■ ■ ■ tfi/ ■ "' ■'■'■■■■

the type just mentioned in cocoa —' the storage of which in producing.

countries is beset with difficulties.)

Most important of all is the fact that close substitutes exists for

many commodities. Thus, oils from corn and soya bean, may be substituted

for those of groundnuts and palm,, and non-food uses of oils may be supplied

by detergents and petroleum products; long-staple cotton may be substituted'

by synthetic fibres; any unilateral attempt by African to influence the

world market must therefore be approached with extreme caution*

At any rate, for most of the primary commodities the share of Africa

remains small despite phenomenal increases in recent years. However^

a number of these commodities are concentrated in a few African countries;

notably, tobacco in Rhodesia, Nyasaland, Algeria, and Malagasy; citrus

fruits in Algeria, Morocco, and the Union of South Africa; wool in Union of

South Africa and Morocco; tea in Kenya, Rhodesia and Nyasaland; Copra in

Mozambique; rubber in Nigeria, Liberia, Congo (Leopoldville) and Ruanda

Urundi; tin in Congo (Leopoldville), Ruanda Urundi and Nigeria; copper .

in Rhodesia, Nyasaland and Congo (Leopoldville); and bauxite in Guinea

and Liberia. Any international action for stabilization of these commodities

18/ The Cocoa Study Group has considered the question of price stabiliza

tion and a committee has been set up recently to consider appropriate

measures.
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has obviously to take into account the few producers which dominate

African trade or production*

Prom the point of view of a particular country, it is the role of

the commodity in that country which is most relevant, irrespective of

the role in the world market. Prom table 9 shown earlier it may be

seen that sugar is at least as important to Mauritius as cocoa is to

Ghana, although their relative importance to the world market is

incomparable.

Whatever the statistical position of the commodity, there is some

soope for regional cooperation. To start with, marketing arrangements,

already exist for a number of commodities in many countries, A

coordination of policies of such organs as the marketing boards would

at least move toward greater harmonization of national policies. In

gome cases, such as the franc zone arrangements, although the emphasis

has been on the link with the metropolitan country, a certain degree of

solidarity has also existed between members in Africa, While most

Afrioan members might wish to maintain or strenthen this solidarity,

the outlook is uncertain in view of the new political situation. There

is little doubt, however, that regional cooperation of one form or

another will play an increasing role for nearly primary commodities.

Recent cooperative efforts among African producers in international coffee

negotiations is an indication of this trend.

On a broad international scale, there is little doubt that, as more

African countries become independent members of the international community,

Africa will take an increasingly active part in shaping international

commodity policies. Many governments will be confronted with the

problem of international negotiations for the first time since metropolitan

countries had in the past assumed much of the function.

This was the case with Congo (Leopoldville), Ruanda-Urundi and

Nigeria in the first International Tin Agreement, and with these same "

countries(as consumer) together with Angola and Mozambique, in the International

Wheat Agreement,and with the French and Portuguese territories in the Interna-
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19/
tional.Coffee Agreement —** of 1959- Most Governments may, at any rate,

wish to reassess policies concerning their countries under changed

conditions.

As far as the participation in various international forums and

meetings is concerned it may be presumed to be almost automatic with

full membership in the international community. At any rate, partici

pation does not imply pre-commitments to a special position.

To a large extent this may also be said to be the case* with many

specific international arrangements such as commodity study groups and

similar bodies (see footnote ll). £ven in the case of formal international

commodity agreementsy such as the International Olive Oil Agreement, '

most producers would probably find it unobjectionable in the positive

provisions,' although some might prefer stronger measures.

For certain commodity arrangements involving specific restrictions'

however, important issues do arise, which may well require African

countries to take- certain definite policy positions. Thus, African

participation in agreements involving quota restrictions or buffer stock

operations as in coffee, sugar or tin, is a matter of important policy

decision. : !

.It is true that African participation in such schemes has as yet

been very limited. In the case of the International Sugar Agreement,

the role of Africans is peripheral. In the case of coffee, however, the

role of Africa is much greater and recent developments appear to

indicate that the overwhelming majority of African producers have

gradually accepted the line of international action initiated by Latin

American producers* As for tin, a major decision is pending for the

African participants who must now assume full responsibility in inter

national negotiations. For a number of commodities, such as cocoa

and cotton, international schemes are constantly being considered and

19/ In the International Coffee Agreement of I960, Cameroun, Congo (Brazza

ville), Central African Republic, Dahomey, Ivory Coast and Malagasy,
having gained independence, signed on their own behalf, while France

signed on behalf of Guadeloupe and Martinique.
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general guides to policy are needed

While many circumstances of a special nature may affect the particular

policy chosen by each country, .there are certain major considerations which are

likely to be of common concern to most countries on the continent. Perhaps the

most important is the fact that African producers of many primary commodities

are actually or potentially low-cost producers. Any arrangement which tends to

freeze the share of African production or trade in world production or trad© is

therefore open to serious objection both from an African and from an inter

national point of view. If the development in Africa of more efficient sources

of supply of many primary commodities is advantageous to the international

economy, it is .equally true that Africa has a pressing need for a high rate of

expansion in exports in order to accelerate domestic economic growth. 22/

At the same time, when commodities, such as coffee and sugar, are either in

actual surplus or faced with an inpending surplus, it is practically difficult

to achieve an arrangement which would permit continued expansion of African

production and maintain over-all restriction. In this connection it is of

interest to note that although curtailment of African exports in the Inter

national Coffee Agreement appears to be less severe than that of the others,

especially of the larger producers of Latin America, there is little doubt that

the African exporters are expected to share the sacrifice.

If special advantages are difficult to obtain in international negotiations,

any decision on the part of African prodacing countries not to associate them

selves with international stablization agreements for specific commodities would

also carry its dangers. Avoidance of international schemes which are widely

supported and deemed necessary by other producers may be interpreted as failure

to accept an international responsibility and may weaken the position of primary

producers as a whole.

There is thus a real dilemma in African policy toward certain commodity

schemes which arc primarily restrictionist. On the one hand,

— In this connexion, it should be remembered that there are other costs, real
and financial, implied in restrictive schemes.
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restrictionist schemes may conflict with the basic interests of African

growth and efficiency.' On the other, strict avoidance of international

schemes might impede international cooperation.

It is for this reason that stabilization schemes which are essentially

non—reistrictionist deserve particular consideration by the African countries.

Mention may be made of the wheat-type of scheme which may be broadened to afford

mutual insurance of extreme ups and downs of prices of a multiple of

commodities, and of compensatory schemes such as those described earlier.

At the same time, to the extent that consumption of many primary commodities

as still being restricted by high tariffs, domestic excise taxes and

quotas in importing countries, speedy dismantling of such restrictions'

would undoubtedly help to alleviate the surplus problem and ease the

difficulties of the African producers. In this connection, it is perhaps

useful for the developed countries, which have been unanimous in pledging

and'to the African countries, to extend the concept of aid through com

modity policies that would help African economic development.

Whatever the outsome of international action in stabilizing commo

dity markets, the problem of commodity instability is likely to remain

for the foreseeable future. This fact must be recognized in any over

all consideration of economic policy. The need for diversification through

economic development,, for greater access to international liquidity, for

better control of supply and for more adequate provision of storage factilities

must be' viewed in this light. Furthermore, while the present paper is

concerned with the problem of instability, it should always be remembered

that the problem of growth is often more fundamental. Measures such as

development of under-utilized resources, expansion of capacity and improve

ment of quality can obviously make a great deal of difference to export

earnings and must therefore be considered along with stablization

policies.




