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INTRODUCTION

1. Among the proposals on which no agreement wag -reached at the seoond
session of the United Nations Conference on Trade and Development was the
one on consultations among producing countries. In accordance with this
proposal 1/, "producing countries should, if necessary, consult and
co-operave among themselves in order to co-ordinate effectively their
pulicies in the comrodity field", and the Secretary-General of UNGCTAD
was requested, if so required by the governments conserned, to assist in
the holding of such consultationsa.

2 This propccal, submitited by the group of developing countries, which
took it from the Charter of Algiers, was considered inaoceptable by the
davieloped market scenemy ccuntries, The Conference decided to refer i%-
%v the Trade and Development Board for further examination. Both the
Board and tae Committes on. Commudities in turn, however, wers obliged to
note that no furthor mappruchewent of attiGudes had taken place since th
© second seasion of UNCTAD, '

3e Finallyr the matter was included in the agenda of the 5th session of
“he Committee un Gommoqgties, to be held in July 1970.

4. Meanwhile at their third joint meeting, the ECa Working Party on Intra—
African Trade and the CAU Expert Committee on Prade and Dovelopment adopted

a resclution under which $he African countries, with the help of ECA,
should “fake a more active part in setting up associations and groups of -
produoing ocountries so as to enable the latter eventually tov take up an
independent stand on defaending their interests in commodity markets.

5: A% their fourth joint meeting ih.Geneva in August 1969, the members of
the ECL/OAU Working Party vecommended "that the ECa continue to study the
question of consvltations among commodity-producing countries".2/

6, The present rsport_ﬁ[ prepared by EGA with the help uf an UNCTAD
consultant, is part of the work on this matter whiech ECA has decided to
carry out in renrponse to the request of the joint working party.

17 UNGTAD, &ctond session, Vol.I, p. 397.

g/ Report of the Fourth J int Meeting of the ECa Working -Party on Intra—
African Trade and the QAU Expert Committee on Trade -and Development. -

E/CN.14/459, E/GN.14/WP.1/24/Rev. 3.

3/ A nots on the same subject (E/CN.14/WP.1/23) was submitted to the
Fourth Joint ECL/CAU Meeting by ECA. o
. !
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7. The abjeoviTea ™ *hit study sre:

a) to review problems of commodities of expurt interest to the
' rican developing countries on the world market;

b) to review international actiun on such commodities already takon or .
being contemplated; o ' ‘

¢) to make pruposals for concerted aetion which the African _
countries concerned might take either aleme or in conjunction
with other producing countries to help in solving the problems
invtlved. '

8. As to the soops of this"study for obvious practical radsons ihare
was no question cf covering all commodities, ¢r even all the majnr
commodities of export inteorest to the Afrioan countries.

9. It seemed preferable at this stage % restrict the study to a small
number >f commodities ~ asitrus frdts, anffee,’ cocea, grountnuts, -rubber, Irnn
¢rée and phesphatos-— and to extend the. list later if the ccuntriea rencernad
50 deaired,

10. Howsver, even this limited nuhber nf commedities is of nrn small
interest.

11, The value of the African countries! esarnimgs from exports of these
csommodities in 1968 amountad to w24049,000, which was nearly 20 per ecent
of the overall export sarnings of developing Africa. 1/

12, Moreover, these sommodities represent a féirly wide sample of the kind
of product sxported by the L¥rican oountries as a whole, and of the prrblems
facing these countries on the world market.

13. The plan: adopted in studying each sommodity is as followsi

1. Position of the world market.

2. Position ol the african countries on the world market of the L,
oxmmodity in gueetion.

3. Prublems and prospeots.
4. Intercational action.

5. Proposals for'ébncerted_actiOn by produving countries.

17 Figures hbased on statistics quoted in an unpublished ECA doeument
entitled "A Survey of Economio Cunditions in Africa - Part IV,
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SUMMARY AND CONCLUSIONS OF. THE STUDY

4

14. Tha'obmmoditieé oovefed by ‘this study, few as they are, are very
varied.

15. Two (iron ore and phosthates) are mining commoditiesj the others are
agrioultural, mainly typiocally tropioal, but with one temperste—zcne
commodity (citrus fruits). Some of them - cocca .and espeoially ooffee -~
are very hard to replace; others, such as groundnuts and natural rubber, oan
be and often are replaced: by primary commodities in the first case, and

an industrial product in the second. : -

16, ~ Analysis of the present world market position of these osmmodities has
revealed the existenoe of other major differences. To take into account
only the present position and current prices, two of them groundnuts and
ooffeq — are holding up fairly well, whereas rubber, iron fre and cosoca are
in varying degrees showing a downward trend. :

17. 4bove all, the relationéhip_rith foroes within the world market difféfs
oonsiderably according to the commodity.

18. Most of the world produotion and export of cocoa originates from

Africa, and so does the major part of world grovndnut exports. Although
Afrioan exports of phosphates, eitrus fruits and coffee Tepresent & large
.proportion world market, supplies they provide less than half the supplies

of ewuch of the commodities involved. Africa's share of world exports of iron
ore and rubber is very small. '

19. In addition to the African countries, two other major groups of
countries play a part in the world market for the commodities dealt with

in this study. PFirstly, Asia and Latin Amerioa (other developing. regions) |,
vhioh produce and export most of the world's natural rubber and coffee.
Jecondly, the developed Eastern and especially Western ocountries, whioch
together produce and export most of the world's rhosphates, iron ore and
citrus fruits, and whose produotion and/or export of soyabean, sunflower
and synthetic rubber are dangerous rivals to African exports of groundnuts
and natural rubber, ' ' L

- 20s In view of ‘this, it is not surpriging that the Afrisan countries in
particular are facing problems on the world market which appear to be and
indeed from certain points of view are quite different, or whose soope and
meaning vary with the commodities, There are problems of direct competition
with the developed countries in some cases; problems of competition with
synthetio and substitute products in others; problems of adjusting to -
ohanging consumer tastes in others again.

21, Analysis of the world situation of these commodities and of the probleme
faoing the African countries in this oonnexion has nevertheless a great
- revealed many common denominators.
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22, Firstly, as regards the world market position, the major feature noted
is that approximately 7O per cent-of &frican oxporis of those-sammodities,
whetever their nature, go to tha Burapean nember ecnuniries of OECD. _

23. 4 number of problems appear all through the survey: the problem of
competition between African countries, although in varying degrees and in
different forms; the problem of ocompetition between African and other
developing ocountries; the problem of unstable -prices; the problem of
intervention by middlemen of all kinds (notably drokers and speculating
commigsion agents) who act as a barrier between the African countries and
purchaser/users; the problem of over-production, present,;potentiql,aQQg
especially foreeesable in the medium term} problems of transporting the
commodities to their final destination; problems of market accesa, espeeially
when commodities have undergone a degree of processing. '

24,  International action on these problems has generally been of limited
unequal efficacy., In its widest form, that is to say when it inoludes the
rrincipal trade partners, notably exporters and importers, such astion has
taken the form of a standard agreement in only one pase (ooffee),although
negotiations on coocoa are in progress. Recently, international aotion en
iron ore started and has been intensified on groundnuts, but in neither éase
is a favourable outcome certain; international action on citrue fruits and
Tubber is marking time, and it is Practically non-existent on phosphates.

25. At any rate, one of the major facts revealed by the study is that even

in the case of coffee, whioch of all the commodities dealt with is the subject &f th:
‘widest and fullest international aotion, are atill sonfronting the African
countries, in spite of the number of Problems definite advantages they have

gained from taking part in the Ag;aement.

26. Some problems, then, still remain, either beocause no signifiocant inter-.
national action has been taken on the commodities in question, or becauvse
they are outside the scope of existing organizations, or again besause

even when they are within the competence of international action it has not
been possible to solve them.

27. A number of African pProducers have felt the need to join forces, notably

a8 regards ocoffee and groundauts, theoretically so as to remedy these

shortoomings and failings in intermational action and to be in a better position
%0 defend themselves against consumers or other preducers.  However, aotion

by producer organizations although sometimes extremely useful, is very often

also of limited scope and efficacy. ‘

28. Having regard to all these points, a number ofﬁproposals for concerted
action™ by producing countries have been made. 1/ : ' '

17 For the sake of convenience, a summary of proposals made in the study for
each of the oommodities im question, is given in the amex. '
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29. These proposals vary z grezt deal in type and scope. Somo are tased.
on an "independent strategy', in that their implementation would require. -
practioally no intervention other than that of the African States diraoctly
ooncerned. Others, however, would involve some form of participation by
other producing countries, most often developing, less often developed;
sometimes official or unofficial support from importing oountries; and on
occasion collaboration by non-producing African countries.

30. The various strategies in the context of which the proposed action is
situated have in many ocases been explsred only in preliminary fashion, and -
are generally suggested as alternatives. ' :

31. It is noﬁ up to the countries concerned to give their opinions on
the verious proposals put forward in this study, and to state how the ones.
they prefer might be developed and given more concrete form,

32. ECA oould help to hold consultations between the African oosuntries
concerned, at their request, and assist them 3in putting the proposals into
effect. S R '

33, Meanwhile, without .prejudging practical Follmw-up to this study, the
¢verall conclusion would seem to be that in wiew of the many, varied and
difficult problems confronting the African countries in selling their
commodities on the world market, and in spite of the limitations and
constraints facing them, are a number of ways in which these. countries could
take joint action, either alone or together with others, with a view to
surmounting their present difficulties or at any rate providing what might
Prove to be an important contribution to solving them.

34. To identify such aotioﬁ, commedity-~by -commodity studies, or studies
on groupa of commodities are indispensabdle. '

35. There are great diffioulties in the way of implementing such action,
However, if there is a2 true determination to co-operate among the
countries concermed, it should be possible to overcoms a good many of them..




A ——
E/CN.14/WP.1/27
OAU/TRAD/26
Page 6
CHLPTER T
. o ) ~
CITRUS FRUITS l/.
r o | . ' ' ' ®
SECTIOF I. The world citrus market
A. Production
36. TWorld production of citrus fruits (oranges, tangerines, lemons, limes
and grapefruit) has expanded very rapidly during the last ten years, by
nearly 50 per cent. It rose from 20,7 million metric tons in 196q/61 to
28.6 million in 1967/68, with a record 31 million-ton campaign in 1966/67
(Table 1). T ) '
Table 1: Development of world citrus prodﬁction
o (1,000 metric tons)
‘ ) * Quantity index
Years L World total 1960/61-= 100
1960/61 : : 20.709 B | 1100
1961/62 ) - 22 185 110
1962/63 213%9 103
1963/64 | 22 784 110
1964/65 23 428 o113
1965/66 - 26 804 129
1966/67 - - 31139 150 ol '
1967/68 28575 138 ¢
i ‘ .
{ |

*Mainland China and USSR excluded over the period 1960/65,

;/ The statistics quoted in this study are taken from publications issued
by FAC (particularly the reports of the Study Group on Citrus Fruits),
the UNCTAD/GATT International Trade Centre, the UNCTAD Commodities
Division, the Commission des itudes .Jconomi ues of the Comité de liaisen
de_llacriculture méditerrandenne, and from netional sources.
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37+, There are three major prnducirg areas:
1) North and Central America, including the United States and Mexion}

2) The HMediterranean area, which includes Spain, Morocco, Llgeria,
Italy, Israel, Gaza, Cyprus and the United irab Republic;

3) Others, namely, Asia,‘Africa, Latin imerics and Oceania. The Afriocan
countries in the third category are all the ifrican citrus producing
countries with the exception of those in the Mediterrancan areca.

38. There are two points to be nnted in coennexisn with the geographieal distri-
bution of citrus produstion. Firstly, the United.States, with over 30 per

cent of the world citrus output, is the largest producer even though its share
has declined considerably during the last few years. Some 60 per cent of

werld production comes from the United States of America and the ilediterranean
area. '

39. -Secondly, as regards variety composition, eranges, wWith no less than 81
per cent, have a leading share. The other.tws groups - lemons and-limes, and
grapefruit - share the rest of the output - a little more than 10 per ocent
Inr the former and 8 per cent for the latter. - :

40. It should be noted that an increasingly iarge paifjbf world citzus
;production is processed. It is estimated that demands by the Processing
“industry will reach the record figure of 9 million tons "in 1967.

4l. In volume and value, fruit juice is the major product derived from citrus
fruits. In 19°7, citrus juice produc ion was of the oxder of 4 million tons
in natural concentrate and some threc~quarters of this, according to FAQ
estimates, was manufactured in the United States. '

42. The processing industry has alse expanded particularly fast in other
producing regions during the last few years. For instance, between 1961 and
1967, processed oranges and mandarines increased by nearly 150 per cent to
700,000 tons. Oranges represent over three-quarters of the total world
output of processed citrus fyuits, grapefruit 15 per cent and lemons 2ppPTOX—
imately 7 per cent. ,

B, Exports

43. Vorld trade in citrue fruits affects a relatively small proportion of
the total output (a little less than 5 million tons). 80 per cent of this

is consumed by the producing countries themselves, particularly in the United
States, Japan and Italy.
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44. 1In 1966/67, expurts of oranges .spresented some 79 per cent of the total
exports of citrus fruits, while the corresponding figures for lemons and
limes on the one hand, and grapefruit on the other, were 13.3 per cent and
7.5 per cent respectively. The variety composition of theme exports is
generally very steady, the only noteworthy fact being that the share of
grapefruit increased by nearly 2 per cent between 1960/61 and 1966/67, as
will be seen from Table 2.

Table 2: Exports of oraﬁgas{_iémogs and limes, and grapefruit, in
percentage of world exports (Thousands of metric tons) .

| Per cent| Lemens |World per< Grape- |(World pex-
- Years | Oranges { »f world}] and contages | fruit centage
T exports Limes
+ S . _ ]

11960/61 2 729.9 80.5 464.6 13.7 198.1 5.8
1961/62 3 132.4 81.2 492.5 | 12.8 | 230.4 6.0
1962/63 | 2 799.4 80.3 480,17 13.8 204.6 5.9
1963/64 | 3 447.3 81.2 554.5 | 13.1 241.7 5.7
1964/65 3 504.0 80.0 604.0 | 13.8 274.0 6.3
1965/66 [ 3565.01 79.1 | 631.0{ 14.0 | 309.0 6.9
1966/67 3 764.0 79.2 632.0 | 13.3 355.0 1.5

45. . The Mediterranean area is the primary world exporter of oranges, lemons
and limes. Its share in 1966/67 came to 79.3 per cent and 67.6 per cent
respectively for these two groups of citrus fruits. However, the United
States is by far the largest exporter of grapefruity in 1966/67 its exports
etill represented 34.1 per cent of the world total, in spite of a very con-
siderable decline as compared with 1960/61. .
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46, Table 3 gives an overall V1ew of the main produclng countrles' exports
for the years 1963/64 - 1966/67. -

Table 3: —/ Exports from the maaor produo ng countrles

A. Orangen and tangerlnes (in millions of tons)

Major pruducing countries Average exports 1963/64 and 1966/67
Fresh Proceassed
United States 246 162 408
Mexioc> 51 18 69
Argentina S 1 7 8
Brazil 107 135 242
Australia ‘ 25 1 26
Japan 16 74 90
| South Afriea . SR 283 69 352
Ttaly 187 61 248
* { Greece | . 68 37 105.
Spain 1 218 71 1 295
Algeria : 194 | 8 202
Morocaes . . ‘ . 451 - 30 ' 481
Cyprus ' 59 1 60
| 18rmel - 454 152 606
Lebanon : ' T 86 4 90
Total for countries selected: 3 446 836 4 282
World“totalz : 3 571 925 4 496

1/ Table 3 is based on several tables in an FAO document entitled
"Review of 1975 projections for citrus fruit" (ccps 1 69/5).
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B, lemons and limes (i: millions of tons)

Major producing countries Average exports 1963/64 and 1966/67
. Fresh Processed N
United- States 107 10 117
‘Mexiso 1 26 27
South Africa 7 2 9
Italy 321 84 405
Greece 39 9 48
Spain 44 - 44
Turkey 11 - 11
Tunisia 6 - 6
Israel 14 11 25
Lebanon 35 2 7
Total for countries selected: 585 144 729
World totals 605 16n 765

Ce. Grapefruit (in mil'ions of tons )

Ma jor producing countries

Average exports 1963/64 and 1966/67

United States
South Africa
Moroceoo

Cyprus

Israel

Total for countcies selected:
World total:

Fresh Proocessed
94 48 142
37 4 4
4 T 11
19 1 20
98’ 46 144
252 106 358
298 159 458
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47. As will be seen frow the preceeuihg tables, Spain is the largest pro-
ducer of citrus fruits in the world, followed by Israel and the United States

of America.

48. The situation as regards exports of processed citrus fruits is somewhat
different. Exporte of processed citrus fruits advanced considerably between
1960 (300,000 tons) and 1967 (approximately 600,000 tons) and seem likely to
expand even faster in the years to crme. However, they are still fairly 1nw
compared with thoee of fresh fruit. In addition, the list of major exporters
varies significantly in that the United States is at the top, followed by
Israel and Braszil.

49. The Mediterranean area as a whole remains the major exporter of provcessed
oitrus fruits, with 32.8 per sent of world experts in 1967, while exports

from the United States represented only 25.6 per cent. But American exports
of orange juice alnne, which represent three-~quarters of international trade
in this field, '"weighed" almost as much as thoge of the whole .Mediterranean
area in 1967 (25.3 per cent and 27.1 per cent ~f world exports respectively.

Co- ¥World imports

50. Vorld imports of citrus fruits rese from 4.3 million metric tons in .
1963/64 to 4.5 million metric tons in 1967/68. Oranges represented 77.3 per
cent of the total imports, while lemons and limes on the one hand, and grape-
fruit on the other, represented 14.4 per cent and 8.3 per cent respectively.

51. Western BEurope ig the largest outlet for exprrts nf all the three major
varieties from all Producing regioms. However, a brief examination of the
structure of Wesctern Buropean impnrte .sveals substantial differences in +the
region's consumption nf the ditrferent varieties and in ite exact rank in
Telation to other importers. For instance, Westexrn Eurcpean orange.imports
in 1967/68 amounted to over 76.8 per cent of world imports; those of Eaatemrn
Lurope represented 10 per cemt in 1967/68. Imports of lemone and limes rep-
resented only 59.7 per cent of world imports of this variety during the same
period. The corresponding figure for grapefruit importe was 72.3 per cent.
Canadian imports alone, however, represented 19 per cent. -Within Wegstern
Burope the share of the Duropean Lconomic Community also varies according to
variety, tut is always large. - ‘ ' :
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Table 6: Distribution «f sraipefruit imports

(in thousands of metric tons)

Years ig;:i:é; Canada gzrw:2§; N;z::;:n Egrw::?z j LEC g;rwg:§;
"1 impnrts imperts impsrta

1960/61 204.5 69.9 34.2 130.4 63.8 57.1 ! 27.9
1961/62 229.3 71.1 31.0 153.5 66.9 69.8 | 30.4
1562/63 208,7 .| 52.1 25.0 150.8 7243 75+1 36.0
1963/64 248.4 | 's3.9 21.7 187.9 75.6 92,1 37.1
1964/65 . 64.0 . 202.8 .o - 107.9 .
1965/66 319.0 .| 62.2 19.5 232.7 72.9 132.4 41.5
1966/67 368.0 183.2 22.6 - | 254.9 69.3 143.6 39.0
1967/68 377.0 71.8 19.0 | 274.6 72.8 156.6 41.5
52, The structure of outlets for processed citrus fruits seems to be a littile

more diversified,

This is due to & considerable degree to the divergency of

tastes in different markets, which corresponds to the divergency of the

rroducts available (concentrated fruit juice,

etc, )o

non-concentrated fruit juice,

53. Canada heads the list of ihportefs, fullowed by the United Kingdom and

the Federal R public of Germany.
markets has increased consicorably dusing the last few years,

keenness with the United States for its traditionall

major markets.

Th number of supplisrs fnr these imporiant

Relatively new
producing countries such as Israel and Brazil are competing with increasing

¥y leading role in the

SECTION II. Position of the African countiges in the world citrus markei

A,

54.

Preduction

Several African countries are ocitrus producers, including Morocco,

Algeria, Tunisia, the Urited Arab Republic, Zthiopia, Libya and Ghana, 1o

mention only a few.

.which the sale of citrus fruit abroad invo

However, this study will deal only with the principal
producers, namely Morocco, Algeria and Tunisia, which are neighbours for

identical but are often fairly similar.

lves problems that are not always
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55. Table 7 shows the gize of these three countries' output. The figures
cover orange and tangerine production exclusively, and are average figures
only. However, these varieties do represent by far the largest tonnages
produced by these countries (probably some 90 per cent of all their output). -

Tabl : Orange and tangerine production of Algeria, Morocco and Tunisia-l/

Thousand tons

. S ‘ ’ ‘Average 1963/64 - 1966/67
Country P e ——
NS Oranges Tangerines Total
Algeria 292 108 400
Horoces 520 78 1598
Tunisia ' 61 15 76
Total | 1813 201 1 074

56. This total should notably be compared with the average world production

of oranges for the same years (21,857,000 tons, as will be seen from the

table), and then with the production of the other large Mediterranean producers:
Italy (1,199,000), Spain (1,969,000) and Israel (712,000); It should be noted,
however, that in all these countries production has expanded steadily, par-
ticularly in Morocco, less in Algeria and Tunisia.

57« TFor instance Moroccan production (including all varieties) rose to
599,791 tons in 1966/67 and 803,000 tons in the 1967/68 season. 2/.

58. Processed citrus fruits represented only a very small proportion of the
output of the three countries of the Maghreb.. The available figures for
Moroaco, the leader in this field, are fairly eloquence on. this point. Com—
pared with the country's total citrus production of 803,000 tons for the
1967/68 season, the production of oitrus Juice represents less than 2 per cent
far the same period.

;/ This table is based on FAO statistics in "Review of 1975 prdjections
for citrus fruit" (CCP: CI 69/5). . :

g/ Figures taken from a publicatiOn entitled Bilan et Perspectives
published by the Office de Commercialisation et d'Zxportations of
. Morocco, . _
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Table 8: Production of orange juicé in Morocco (in tons)~;/

1965 1966 1967 1968 .
“Natural juice . { 7940 | 9810 | 11 204 (15 300)
Concentrated juice 360 1 730 1234 [(2500)
Miscellaneous | 180. 310 AT7 v
Total ' 8480 [11850 | 12915 | (17 800)

B. Exporis
59+ The three North African countries exprrt a very high propsrtion of their
outputs varying between 65 and 75 per cent according to the country.

60. As regards the variety composition of the tonnage exported, oranges
account for some 80 per cent. . : :

C. Outlets for African exports

61. As to the geographical distribution of outlets, Western Iurope ranks
high here, as for expcrts of citrus from the world as a whole. However, in
the case of the African countries, there has been a sharper increase in
exporte to Eastern Burope during the last five years, which is not the case
for exports from the world as a whole.

62. For instance, in 1968, out of a total of 531,000 tons net exported by

Morooco, including tangerines, monreals, mandarines, wilkings and oranges,

which varieties account for more than 90 per cent of the tonnage despatohed,

some 528,000 tons went to Europe, including 407,000 g/ to Eastern BEurope.

Out of these 407,000 tons, a little over 355,000 were absorbed by the EEC, - ;o
including some 227,000 by France. , However, it should be noted that during : .
the last few years there has been a clear break-through in- Bastern Turope,

wherp Morocco sold 120,000 tons of oranges in 1968/69.

63. European markets are even more important to ‘Algeria, whose total export
tonnage over the same periods (174,000 tons of satsumas, tangerines, monreals,
mandarines and oranges) went to Burope. Western Burope took 132,000 tons,

1/ This table is taken from an UNCTAD study entitled "Prospeets for
increased exports of manufactures and semi-manufactures from the
developing countries" (TD/B/C.2/94).

2/ of.o0p. cit. "les exportations d'agrumes du Bassin Méditerranéen.
Situation 1968/69". ,
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of which 131,000 tons went to the LEC, ¥ithin tke HEC, the French market,
which is of vital importance to Algeria, took 107,000 tens. However, during
the last few years, there has been an attempt at diversification towards
Eastern Euraope, whlch in 1968/69, for example, bought 42,000 tons of oranges
from Algeria.

64. This does not appear to be the case with Tunisia, at leasi for the peTiod
in question, since Western Eurepe took all its expert tonnage, namely 34,800
tons, of which over 31,000 were sold on the EEC market to France.

65. Exports of prncessed citrus fruits still remain, to say the least, fairly
modesy, not of crurse in relation to output, for total local consumption in
the Maghreb countries is generally less than 10 per cent, but compared with
the tonnage of fresh fruit exported, as will be seen from the table below:

Table 9: Average exprrts 1963/64 ~ 1966/67 —/

(Thousands of tons)

hd

! Fresh Pracessged Total
Algeria ' 194 8 202
Morocco 451 .30 481

66. Exports of processed ciirus frults from these three countries go mainly
to France and the Federal Republic of Germany.

67. To turn from the tonnage exported by the Af.ican countries to the value
of the exports and their dlstrlbutzon amnong the pr1nc1pa1 markets, Table 10
shows the 1967 situation. The lessons 1o be drawn from this table more or
less tally with the remarks already made as regards the export tonnages and
their destinations and no further comment seems to be necessary.

. ) . Ll
D. The importance of ciirus exports for African countries

68. To end this summary of the position of the principal African producers
in relation 1o the world citrus market, or at least of some of its most
significant aspects, it would seem useful to compare the export earnings
from citrus fruits with these countries' total export earmings and also with
the value of wurld exports of the product in question.

n/ See "Review of 1975 pro;ectlons for citrus fruits". FAO document
CCP:CI 69/5.
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69. Table 11 demonstrates, inter alia:

1) That during the period in question the value of world citrus exports
has made remarkable pregress rising from US $550.6 million in 1964
to US $628.5 million in 1967.

2) That during this period, the share of African countries in world
exports of the preduct has declined er at best stagnated.

3) That although the value of expert earnings from the product compared
with the value of all export earnings has gone down as regards
Adlgeria, it has increased considerably fer Morocco and to a lesser
degree for Tunisia.

SECTION III. Problems and pmspects

70. It is theoretically passible to dlstlngulsh at least three categnr1es
of problem confronting the three North Afriean sountries on the world market.

71, The first are thuse pecullar 1o one of the oountries and not to the
other two. .

72. The second are those facing the three countries as vwell as all or some
other citrus producers.

73. Thirdly, there are problems common te the three Maghreb countries and
to them alone of all the producing countries.

T4. %e are mainiy interested here in tiae last two categories. In practice,
however, it is not always easy to distinguish ene set of pryblems frem the '
other and to draw a strict line of demarcation between them. Some problems
which on first sight may seem to be specifically, exclusively African are
revealed, upon cleoser examination, as being connected with those of other
produecing countries. Conversely, the problems facing Afriean countries and
other preducers may be more 1mportant or have a different meaning for the
African countries.

T5. With these remarks in mlnd, we shall Treview some nf the prnblema facing
the world market and affecting the African countries.

Threat of overproduction

76. The first issue which ocomes to mind is the aotual position uf the
market ~ its increasingly evident narrowness in relation to present, prtential
and espeoially foreseeable offer.
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77. It is true that a certain balance has been maintained during the last
few years, for demand has explanded at a barely faster tempo to keep pace
with supply. Various factors explain this situation, some ¢f the most
important being increased income and changes in the eating hanits of con-
sumers in Western Burope, which is the major export market.

78. However, for some time & certain slowing down in the rate of increase

of demand hes become apparent in several imperting countries ¢f the region.
It has been noted 1/ for instance, that in %estern Europe the quantities
imported from the Mediterranean area rose by only 20 pexr cent in 1959/60.fr0m
1,988,000 tons to 2,402,000 tons. Since that level was already reached and
even exceeded in 1963/64 and 1966/67, it may signify that consumption has
already become stabilliged to a certain degree.

79. Several producing countries, admittedly including scme such as the
United States, Japan and Italy with a huge domestic market, but othexs like
Morsees, 2/ Algeria and Tunisia, Egypt, of which this is not {er not yet)
tTue, are nevertheless preparing to extend the areas under citrus cultivation
to & degree which hardly seems to correspond te the foreseeable rate of
expansign of so-called world demand.

80. 1In fact, FAC projections foresee an excess of 4.5 millicn tons of
production over demand in 1975.

Competitinn from other equrting countries

81, There will prcbably be no slackening of the already very lively compet-
ition between exporting countries and no imprevement in the ocnsequent lack
of so-ordination between their work.

82. Frcm the standpoint of the Maghreb countries, this competition makes
itself felt chiefly in three ways:- .

83. Firstly, in the competition engaged in by all exporting countries in
trying to conguer markets with increasingly diversified sources of supply and
an increasingly limited capacity for expansien. The general effeot of this
sn price levels can only be bad or at least discouraging.

1/ of.op. cit. "Les exportations d'agrumes du bassin méditerranéan .o
Situation 1968-69".

g/ Morocco, for instance, expeots that its produotion and export of citrus
fruits, which in 1967/68 were some 803,000 and 609,000 tons respectively,
will go up %o 1,100,000 and 600,000 tens respectively in 1973, as
indicated in a publication iseued by the Office de Commercialisation et
d'Exportations entitled "Bilan et Perspectives', dated 31 December 1968.
There are some indications that Algeria may be oontemplating an increase
in its present production, which is some 400,000 tons, to 1,000,000 tons
and to double exports dy 1978.
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84. Secondly, in the COLpw vition - usoween all the Mediverranean countries
for redistribution of their present shares in Buropean markets. Israel,
Jpain, Morocco and Tunisia send most of their oranges to the Buropean
Eeonomic Community where they supply 95 per cent of the market in winter.

85. This competition is all the harder to sustaln from Spain in particular,
‘in that the Haghreb countries have a serious natural geographical handiocap
to overcome. To despatch their output to Europe they have to pay fairly high
access charges which swell their increasingly closely calculated cost prices.
Thege charges include the relatively high freight rates which they have to
pay if they want to use ships equipped to transport- goods as perishable as
cltrus fruits, expenditure on the purchase of refrlgeratlng containers, etc.

86. In addition, at peak periods on certain uuropean, especlally Eastern
Burepean lines, there is very little space available so that some deliveries
simply cannot be made when they should be. .

1

Competition between the Maghreb countries'

87. Within the ffamework of this tenadlous competition among the
Mediterranean countries there is further competition between Maghreb countries
themselves in their various markets, particularly in France and Germany.

88. It is difficult to give an exact figure frr . the sost of thls oompetltion
to all the countries of the Mediterranean area. :

89. It is, however, certain that outlets are periodically blocked hecause
deliveries are not spaced out properly. Expsrters are in a hurry to sell off
such highly p.rishable goods which g .nerally have to bte prnduced and exported
within a short period, and ilearterranean - particularly Maghreb - deliveries
"run into" each other very frequently, with easily-imagined effects on Prices.
This heppens even on the EEC markets. whers it is reported that the various
rules for citrue marketing are not always applied.

90. Clearly every country has to +1e up 1norea51ngly large sums in promoting
its own varieties, whioh are generally the same as those of its neighbour,

in giving its production a "personal touch' for consumers, and in setting up
its own commercial networks abroad.

Adjusting supplies to consumer réguirements

9. Another major'problemrféoing the Maghréb countries, and pther producers
as well, is how to adjust their supply to the requirements of consumers.

92. This problem ariges first of all from the fact that the citrus market
has changed and is continuing to do so. Some varieties are now more popular
in certain markets than others, and these varieties are not always the ones
that used to be produced in the largest quantities.
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93. ©Some Maghreb countrici Lave been and are still experiencing great diffi.-
culties at entering certain markets because, inter alia, they are not, or not
yet, producing the varieties most in demand, or at least not enocugh to justify
the necessary large-scale expenditure on marketing and promotion.

94. Hence the continual effort made in places to diversify and convert
production With a wview to adjusting it to oonsumer tamte; but this effort 4s
ofien unoonvincing because some countries are still wondering whather ourrent
developments will last. :

95. The problem also comes up in terms of the need for improved quality of
export products and for standardiwed packaging and presentation to comply with
the requirements of distribution chains and consumers, which often prove very
coetly to producing countries.

96, Finally, the problem arises in operational terms in connection with the
manmufacture of prcessed produets, notably citrus fruit Juice. The Maghrebd
countries seem to be convirced of the lastingness of the change in tastes of
many Western European consumers, notably fmr the consumption of citrus fruit
in juice form (as apprsed, or in-addition to fresh fruit) and the fact that
fruit juice exports are an important adjunct in marketing their production.

97. Difficulties arise, however, in the change-over to manufacturing the
product. Apart from difficulties in obtaining supplies of re jeots, ;/ Maghreb
prnduction units are generally not large enough tn face internatiocnal
competition under the best conditions. This is true of Mormcco, g/ where a )
capacity of 500-600 tons a day is a maximum, whereaa in the United States, foar
example, the average capacity is some 2,000 tons a day. In view of the
“influence of the scale of productio.. on cost price levels, it is hard to align
the price of Horoccan cityus fruit juice with muling prices in the United
States, Brazil and Israel.

Market access

98. This leads us to another problem ciosely linked with the preceeding one -
the problem of tariff and non-tariff barriers impeding export of citrus fruits
from the Maghreb countries.

;/ These are fruits which cannot be exported because of their inadequate
8ize or quality. Some ¢f them are used to make fruit juice. In the
case of lMoroeco, however, supply difficulties seem to be in process of

~ being solved. ' '

2/ See UNCTAD document TD/B/C.2/94: "Prospects frr increased exports of
- manufactures and semi-manufactures from the developing countries".
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99. Morocco and Tunisia have a "conditional preference" for expoert of fresgh
citrus fruits to the European koonomic¢ Community, under their agreements with
the EEC, which is their chief market. '

100. This is a "preferential" regime because products from Morocco and
Tunisia pay customs duties in the Community amounting to 20 per cent nf the
common customs tariff applicable to imports. }/ '

101, It is, however, "conditional" because its application is sub jeoct g/ to
these countries' complying with a minimum supply price which is always rather
higher than the reference price, which is equal to the arithmetic average of
production prices of each member State, this average being itself waighted
by a sum to cover marketing costs. If their products are offered at less
than minimum prices, the itwo countries are treated as third parties and their
imports pay a compensatury tax. The preferential regime does not, however,
apply to citrus fruit juice. B

102. Algeria is given very special treatment. Although in certain member
countries including France it still enjoys the conditione applicable to it
as a fomer French départment, in others it is considered as a_third party.

103. Importing countries other than those of the EEC generally apply higher
rates to products derived from citrus fruits than to fresh fruit. The rates
applicable to such derivatives differ according to the quality and type or
the degree of fruit juice concentrate. '

104. Tt is well known that in general the more the product is processed, é/'
the higher are the tariffs applicable to it.

105. It sbould also be noted that the Commonwealth, like the EEC, maintaine
preferences f>r the producing countries in the zune.

106. Non-tariff barriers of various kinds are legion. Only austria, :
Switgerland, the United Kingdom, Canada, the United States, Japan, Hong Keng,
Malaysia and New Zealand do not tax fresh citrus imports domestically. »

107. Taxes in France, the Federal Republic of Germany, the Netherlands and’
Denmark, however, can amount to as much as 10 per cent af the value of the
product. This figure is higher in Sweden, Norway, Finland and Belgium.
Several of these countries levy higher taxes on fruit juice than on fresh
fruit.

1/ See the articles of association between the Eufopean community and the
two Maghreb States. '
2/ See document GATT Spec.(69)122.

;/ ¢f "Developments in national and international citrus ﬁolicies" 4
(FAO document CCP: CI/69/3).
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SECTION IV.. International action on citrus frults

108, This action takes several forms. Firstly, it should be recalled that
citrus fruits are included in the "other commodities" mentioned in '
Tagolution 16(II) of the second session of the United Nations Conference -on -
Trade and Development. In this resolution, the Conference reccgnised that
guch commodities "require prompt consideration as a basis for appropriate-
action and that to this effect inter-governmental consultations might appear
neceasary, in aoccordance with the fullowing procedures, in order:

a) to 1dent1fy the problems faced by the commodity,
b) to determlne the techniques appropriate for dealing with them: 3

"¢) to agree on appropriate remedisl measures."

109. The Conference also invited the special meetings and bodies dealing with
commodities to study the commodity concerned on the lines 1ndloated, in eclese
co-operation with the Secretary-General of UNCTAD.

110. It also 1nv1ted the latter to arrange for 1nterhgovernmental consulte-
tions, taking into ascount the views of the commodity group ccmcerned, after
consulting interested member Governments. To our knowledge, these inter- .
governmental consultatlons have not yet been held. o .

111. Secondly, it should be noted that there is a Study CGroup of Citrus Fruit
vhich operates under the auspices of FAO. Itz members are countries ;/ repré-—
senting some 75 per cent of international citrus fruit trade.

112. The Group held its fourth and.latest session in May 1969. Having
examined the current situation, the short and long-term outlock for inter=-
national trade in citrus fruits, it reviewed national and international policy
developments in producing, importing and exporting countries.

113; The Group alsc examined the remedial measures that might be adopted.
internationally to solve the problems of the citrus industry. With respect

to the possibility of an international agreement, it considersd that there

was no need for the moment to contemplate arrangements of a restrictive nature.

_/ The following countries are members of the Study Group: Argentlna,
Belgium, Cuba, Franve, Federal Republic of Germany, Greece, Hungary,
India, Israel, Italy, Ivory Coast, Japan, Lebanon, Libya, liadagascar,
Murocco, Netherlands, Paraguay, Poland, Portugal, Spain, Sweden, Turkey,
United Arab Republic, United Kingdom, United States of America,
Venezuela.
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114. Tte Group concluded that the best way of dealing with the difficulties
‘and uncertainties of the markei was to continue consultations and discussions
between producers and consumers, for whom the Group had so far provided an
adequate forum.

115. The Group expressed the opinion that in view of the apparent stabiliza-
tion. of consumption in & number of markets, generic promotion of citrus fruits
was needed.. The Secretariat was requested to prepare information on the
‘promotion activities of other commodity bodies.

116. GATT Working Party on Citrus Fruit alse met in 1969 "to examine the
request by the European Leconomic Community for a waiver from the obligations
of Article I of the (General Agreement in order to reduce the customs duties
in respect of certain citrus fruit originating from Israel and Spain". ;/

117. The Group heard a statement by the representatives of the EEC to the
effect that the Community had decided to reduce the Common Tariff customs
duties on certain citrus fruits from Israel and Spain by 40 per cent. The
representatives of the EEC explained that the motive fer the Community's
decipion was its desire for price discipline in its market and to ensure the
operation of the conditional preference system set up in favour of Morocco
and Tunisia which, like Israel and Spain, are part of the Mediterranean expert
market. :

118. Most of the delegations opposed the request of the EEC and finally follew-
ing a GATT decision, 2/ PEC apparently had to re-establish thé duties payable
by these two countries at their former level. .

119. The GATT Agriculture Committee is dealing on a permanent basis with the
problem of dismantling tariff and non-tariff barriers impeding the expansion’
of tha oitrTus iwade.

120. International action on citrus fruits is being taken by two other bodies
of more limited scope, at least as regards membership.

121. Firstly there is CLAM {Comité de Liaison de 1'Agrigulture Méditerrandenne)
whose members are Cyprus, Spain, France, israely ltaly, Morocco, Tunisia and
Turkey., b ,

127, Its task is to keep member countriewm jinformed about the position of
Mediterrancan exports in the various markets. It centralizses information

1/ of. Report of the Working Party on Citrus Frult (doc. GATT L/3281).

...2/ .of Financial Times of 25 February 1970.
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from each member country }/ during the season and circulates it as received
to all interested countries. This information is periodically collated and
issued in analytical form as part of rnpnrts oompa*ins export frrecasts,
~achievements and potential. :

123. The members of the CAZF (Comité des Agrumes de la Zene Frans) are Morocoo, -
Algeria and Tunisia, and representatives of French traders interested in
¢itrus fruits. It was originally set up to carry out publicity campaigns on
the French market but now provides a forum for exchange of information on the
tonnage loaded each week, leaving each country free to choose its own market-
ing pelicy.

SECTION V. Proposals for concerted action by producing countries

" A, Crltlcal examlnation of 1nternat10nal getion on citrus frulta

124. Before seeing what concerted action the African countries might be able
to take to solve their problems on the international market, it may be useful
to review international action in this conneetiern.

125. The basic ‘questinn here is whether international action is helping these
countries to solve the problems analysed above. If it is not doing so, we
must ask how, if present conditions persist, it can help them better in future.

126. Roughly, in respect of the prodblems of the Maghreb countries, positive
results of international action on citrus fruits are of twe kinds:

127. 1) International action has bfought about collective awareness at the
widest internmational level of a number of problems facing the produeing .
countries.

128. It is doubtless to this awareness that we owe the idea behind the
section of resolution 16(II) concerning citrus fruits.

129. Moreover, discussions held by FAO the Study Croup on Citrus Fruit cen-
cerning tariff and non~tariff berrier problems, adjustments to consumer »
" requirements and the narrowness of markets, have had the merit of drawing
attention to problems that might otherwise have been overlooked. -

130. 2) International action also gives producing countries access to
information and studies on short and lcng-term market develerpments which
they would find it diffioult to procure elsewhere.

;/ Information on Algeria is channelled through the Comité des Agrumes de la
Zone Franc (CAZF).
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131. From this point of view, most of the existing bodies are useful, For
instance, the Study Group on Citrus Fruit, by drawing attention to the
probable risks of over-production in 1975, has given the Haghreb countries
and ovher producers an idea of the international context in which their plans
for expansion will be carried out, and enabled them to act accordingly.

132, Similarly, the Comité des Agrumes de la Zome Franc and the Comité de

Liaison des Agrumes Méditerranéens, by providing their member countries with
details about weekly or monthly movements of export tennages and the develop-
ment of their exporis from one year to the next, provide marketing services
with background data on the market situation and guide-lines for the formula-
tion of sales poliey.

1334 But neither collective awareness of some.of the problems facing the
Maghreb countries, nor the fact of being well infommed of lrng and short-term
market developments seem to have led to practical action to solve current
difficulties.

134, As regards the international community, a certain passivity is manifest.
Co-operation between bodies such as the Comité des Agrumes de la Zope Franc

and the Comité de Iisison des Agrumes Maghrebins is limited to an exchange
of information. But once this information ig in their possession, the member

countries are quite free t» act as they wish and to lower prices at the most
unsuitable moment. The basic problems therefore, still have to be solved.

135. Is there any chance of the situation changing in the near future?

136. Firstly, at the widest international level, the outlrok is not partic—
ularly encourw zing. As mentioned above, the FAO Study Group on Citrus Fruit
bas set aside for the time teing the idea of an international agreement, in
spite of the risk uf over-production and a sharp deoline in market prices to
which ¥AQ studies have rightly drawn attention.

137. The only new idea apparently put forward by the Group, which might help
to £olve the problems of the narrowness of the market and the risk of over-
Production between now and 1975, would seem to be the pessible Jaunching of a
generic citrus fruit premotion campaign. It remains to be seen what will
become of this idea at the Group's next session in 1971.

138. As.regards UNCTAD, no specific steps on citrus problems are apparently
contemplated in the near future.

139. As for GATT, there ie nothing to show that the periodical discussions
on dismantling tariff and uon-tariff barriers impeding expansion of the
citrus trade are on the pnint of succeeding.
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140. One of the reasons for this is that many developed countries are
directly interested in maintaining such barriers, either for fiscal reasons
or because they are themnselves producers. '

141. Moreover, since the Maghreb countries themselves enjoy preferences in
one form or another on the EEC markets they cannot but be cautious in the
face of such prospeocts, unless there is a question of doing away with the
domestic taxes levied on their products in many Gountries, including members
of the EEC, and eliminating or gradually reducing the high duties on citrus
fruit juice impor¢s which pPrevail almost everywhere,

142. As regards the Comité des Azxumes de la Zone Franc and the Comité de

Liaison des Agrumes Médite S, on the basis of the information available
there is no reason to believe that they will shortly be making a better con-
tribtution to the solution of existing problems.

143. Once it is agreed that the protlems involved call for fairly urgent
solution, and that nothing much is to be expected from present and foreseeable
international action, it might well be asked whether there are any further
other possibilities of action. :

144. Can the three North African countries, which are facing problems, some
of which are common to them all, not agree upon a certain strategy? We shall
see below what guide-lines of this stratecy might be.

B. Proposals for concerted action

145. 1) Once the need for Maghreb co-operation on citrus fruits iz agreed
upon, the first thing would probably te to set up a forum vhere the people

in charge of marketing citrus fruit in Horoeco, Algeria and Tunisia could
meet alone. 1/ This forum might be called "Maghreb Citrus Committoe!. Its
task would be to formulate and put into effect a common laghreb citrus policy.
What might this policy be?

146. To give a worth-while answer to this question, we must recall the
commercial facts of Maghreb production and expert.

147. One important fact is that, in addition to the Maghreb countries, there
are several others competing on the markets of Western Iurope, partioularly
within the EEC. Israel, Spain, Morocco and Tunisia account for 95 per cent
of the market during the vwinter, when these countries, like all the other
Mediterranean producers, dispose of most uf their output. .

;/ There is no body of this kind at bresent, either because two of the
Maghreb countries belung to an organization of which the third is not
& member, or because they are members of the same organization but in
company with others.
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148. On the ZIC market, Israel and Spain together account for a little over
50 per cent of consumption requirements, Spain alone accounting for 30 per
cent. The share of Morocco and Tunisia therefore, amounts only to some 45
~per cent. :

149. If ﬁe'add'Algerian exports to those from lMorecco and Tunisia, we arrive
at a total slightly less than 50 per cent, which is Maghred countries' per-
centage of EEC requirements.

150. However, within the EEC market, Algerian and Tunisian expcrts are con-
centrated in France. ;/ This narrows the possibility of formulating and
1mplement1ng an independent Maghrebd citrus fruit policy for the EEC market. _/

1 1. Another important fact is the interest taken by Juropean consuming
countries, partioularly those of the EEC, in their citrus imports and in
ything that might impede their security of supply, make imports more

expensive or pre;udloe their own pruducers.

‘152. It is obvious that, controlling as they do a market of such importance
to. producers, notably the Maghreb countries, they would be able either to
help or hinder considerably any common Maghreb policy, or indeed any common
policy with consequences of this kind, adopted by producing countries. A
common Maghreb policy would be unable to ignore these two facts for long.

153. Bearing t%ese facts in mind, there are at least two possible strategies:

154. 2) Inder the first strategy the three North African countries, aided

erhaps b T prvducing countries, would take steps to convene a special
sesgion of the Study Group on Citrus Fruits, under the Jjoint auspices of the

Secretary-General of UNCTAD and the Director-General nf FAOQ., As will be seen

below, this was the procedure followed for oilsceds and fats and one which
was more or less explicitly repommended for citrus fmuit in Recommendation
16(II) of the second session of the United Nations Conference on Trade and
Development.

155. At this special session an Intergovernmental Adv1snry Committee on Citrus
Emite might be set up to be responsible for: -

a) identifying the specific problems requiring short, medium and
' long—term solutions’ . :

;/ See the section above on the positicn of the Afriean countries'on the
world citrus market.

g/ In 1969 the EEC market took some 7O per cent of all the experts of
tangerines, mandarines, monreals and oranges from Morocco, Tunisia
and Algeria.
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b) formulating recommendations concerning solutions to these
problems. )

156. This method would have the advantage of requiring collaboration by all

parties concerned including importing countries, producers or not, which .
would undoubtedly facilitate decision~-taking and compliance with these

decisions by all parties, as has prcved the case in several instances of

thia kind. o ‘ T : .

157. All possibilities for international arrangements should be examined
during theseé consultations including the idea of an agreement, either trad-
itional or informal, which was rejected at the last meeting of the Study
Group on Citrus Fruit.

158. 3) Under the second possible strategy the Maghreb countries would take
steps to convene a meeting with the largest possible number of their
Mediterranean competitors on Restern Kuropean markets, particularly with
Spain, the most important. It is reported that several attempts at holding

such talks have been made by cne or other of the Maghreb countries. Apparently
Spain has always proved reserved and unenthusiastic, and since it already
dominates the market and wishes to sell large quantities, 1/ it has no
incentive fo reach agreement with other producers. '

159. & further attempt at opening discussions with the Spanish authorities, g/
perbhaps with representatives of Spanish exporters, would probably have a
better chance of succeeding if it were made officially and jointly by the
three countries. . .

;/ Added to this is the fact that there are 1,200 Spanish exporters and,
contrary to the situation in the Maghreb, the Government has very
limited control over their marketing operations.

g/ It has been suggested that the discussions that might lead to specific
agreements, details of which would naturally have to be studied by the .
"Maghreb Citrus Committee", should be opened with Spain because it is
the Maghreb countries' most important competitor. Clearly, howsver,
the chances of a successful agreement increase in direoct ratio to the
number of countries represented on the market. . Moreover, the possibility
of other important exporters wishing to join with the four countries
onse they resli s that. the undertaking is serious and in their own’
interests, shoula not be excluded. :
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160. The main objective of these conversations should be to conclude agree-

-
i) fixing a floor price for sales at the beginning of each season;

ii)’ Co-ordinating marketing and sales policies on the various markata
so a8 to avoid the running together of deliveries and dumping price
sales by producers;

4ii) fixing a target price for 1974-75 when, according to FAO projec—
- tions, there will be an excess production of 4,500,000 tons;

iv) Planning productlon expansion on the basis of a growth rate as
; close as possible to the forecast consumption rate in the chief
markets and in accordance with the agreed target price in order

"to attain, if not perfect balance, which is probably impessible
in practlcal terms, at least a degree of controllable 1mbalance,

v) 1aunch1ng a generic promotlon campaign for citrus frults, financed
partly by the exporting countries and partly by the trade, as has
already been done for many commodities;

vi) doing away with or gradually eliminating the domestic taxes that
' hamper expansion of oitrus consumption in several countries, and
with particularly high taxes on citrus juice. '

161. 4) A variation on the second strategy, which is actually a combination
of the first and second, would be for the exportlng countries to ensure that
the imperting countries adopt an attitude of benevolent neutrality if not of
outright support, before they conclude the proposed qgreements.

162. A thorough discussinn concerning the targets proposed and the acdion

ooniemplaied might be held beferehand by tho group of exporting coun‘tncs and
a group representing the imperting countries, liko the ene within the EEC,
perhaps together with other ccountries of lestern Lurope. An agreement, if
necessary even more unofficial and informal than those already conoluded on

-hard fibres, mlght be -arrived at to aehleve ‘some of the aims set out 1n the

gegond course of actiun.

163. 5) If neither of'these'f?o strategies were adopted, would the three
Maghreb countries be helpless? Is there no possibility of an independent
strategy based solely upon their own cso-operasrl::.on"P

164. The answer would seem to be that a strategy of this kind is not only
possible but probably riecessary. The mere fact of deciding in favour of one
of the strategies preposed, of the variation or any further strategy, implies
that the three countries must formulate an independent course of action, forx
this would involve their taking measures together and adupting a common front.
But there is yet another point.
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165. a) * Bven supposing that one of the proposed strategies is adopted and

has the desired effect on, for instance, the narrowness of the market, the

threat of over-production, excessive competition among the Mediterranean

countries and a fortiori, if none of them is adopted there do seem to be some
problems which could be solved by the concerted efforts of the Maghreb . N
‘ocountries themselves. :

i) Firstly there is the burden of accesas charges on the Maghreb countries, °
which is a decisive element in the margin of competition commanded by Spain
‘and other Mediterransan countries in relation to those of North Africa. 4
rational transport policy for the African countries, including North Africa,
is essential so that they can make better use of cargo offers by making bulk
deliveries, thus reducing freight rates and using their ports mcre regularlyw

ii) Another problem of direct concern to the Maghred countries, and one
te which they must themselves find an answer, even if a wider international
approach is adopted, is the jo j + ©Since Spanish
and Israeli oranges have up till now been given very wide publicity, it may
be felt that even if the idea of a generic campaign is included in one of the
strategies suggested., a campaign to enable all North African oranges to catch
up might be needed for geversl years.

166. b) Even on the assumption that nothing could be done on as wide an
intermatisnal front as envisaged in any of the proposed strategies, it ig
obvious that the Maghreb countries could, if they agreed, do a number of
things which would help to solve at least some of their present problems:

. i) Mention has just been made of the desirability of a promotion
campaign for North African oranges. What might be considered as one Possibe-
ility among others within a-wider international approach would here become a
necessity. It is not improbable that such g campaign could do mor: to
increase consumption not only of North African production as a whole, ,but of
each country's output, than the very expensive publicity campaigns at present
‘carried out by each country individually. :

ii) Bach country might als cj

to supply the diffe . Some markets are geographically closer to

one Maghreb country than to the other two, or traditionally trade more with
one than the others. It is not essential for all of them to try to serve the
same markets with the large-scale expenditure that thig entails.

. : ~

iii) aring the kets might alse involve plannin roduc d

gelecting varieties that are more profitably grown and exported by cne
country than another, having regard tn s0il poseitilities and tastes in the

markets served by each country.
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iv) This means that regular co-ordination of agronomic and scientific
research on citrus fruite is necessary for the Maghreb couptries: Both
brainpower and financial resources, which are too valuable not to be put to
the best poesible use, could thus be economised. Improved exchange of
information and co-ordinated research programmes might lead finally to the

establishment of a Joint research unit. ) ‘
at present available to one or nther Maghreb couptry in the maijor perts.

vi) Instead of taking individual action as they do at present, and
occagionally bringing down prices on a market in which another Maghreb country
is beltter placed, each country skould agree to spread out ite export deliveries.

'Vi.) Th‘u .._:_ =z ; Y pe 1y ae ' ] 5 = SLAaT » O-=0Da TR '7
a_joint agency for sales, distribution and promotien abroad might be get wup.
This would solve the problem of outbidding for concessions to which agents
are foreing them at present and obviate the need for each country to set up-
promotion and control offices in =11 impertant Burnpean towns.

viii) Finally, Qallective coptacts could be made through the Maghreb Citrus
i iew m enguiries into the possibility of selling citrus

fruitg to tro ical African countries in return for the purchase of other
i ed from non-African sources, such as bananas and dried

veggggblps as proposed by an official ~f one of these countries’ marketing
organisations. ‘ .
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COFEE -

SECTION To World mafket situafion'-

A.  Production

167. Having risen to 68.5 million bags in 1967/68, world cnffee produection
in\1968/§9_amountedjto 60.6 million bags, a decline of 11.5 per cent from

oné year to the next, as ocompared with the gensral estimate of 65.1 million
bags for 1969/70. T '

168, The drop in'1968/69 is widely ascribed to the 24.9 per cent decrease
in the unwashed arabica group, which again wae meinly due to the losses
registered in Brazil's chief production area as a result of frost in

169»-Duriﬁgt£he'8ame period, all coffee groups ofhér'thén’ﬁolombian milds"
also showed lowered production, but not to the same extent as unvashed
arabicas, as indicated in Table 1. oo '

Be ‘Exports )

1;0' The total value of earnings from the expurt of 53.3 million bags
of coffee in 1968 has been estimated at approximately ¢2,400 million, an
inorease of .200 milljon over the lével reached in 1967. Table 2 shews how -

these earnings were distributed among the main varieties of ocoffes in
1966, 1967 and 1968,

i/ The remarks on the world market situation are mainly based on a

- memorandum transmitted by the International Coffee Organization to
UNCTAD, which is to appear in commodity survey 1969, shortly to de
published, and on various reports issued by :that organization: from
time to time especially those relating tm the "Market  Analyeis." :
Publisaticns of tle US Department of Agriculture, Foreign Agriocultural
Service, have alsoc been used.
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Table 1: Coffee production
Cuffee years - [iverage| - :
§ ' : 1932/61 1967/68| 1965 /69 1959/70 967/68» 1963‘{6931/
1964,/65 J 1968/69 1969/70
. (Thoﬁeend'bags) b
' ] i .
World -production 65.3 | 68.5 | 60,6 ! 65.1 |- 11 1
‘Pre uction of export- : .
ing|members of which: | 63.1 . | 66.2 ’ 58.1 62.6 | - 12 8
Colombian milds 8.9 9.4 9.6 9.6 2 1
Other milds - 12,7 15.0 | 14.0 14.0 | - 7 6
Unwashed arabice - 27.4 24.9 | 18.7 22,1 | -25 | 18
| Robustas 14.1 16.9 | 15.8 | 16.0 | - 7 1
EXPORTABLE 1=Ronuc'r101sf21F
World 51.5 51.8 | 43.1 47.1. | = 17 9
Exporting members : : 1 - o
- of whichs . £ 50,9 4 - 51.2 l~g245 46,6 | =17 | 10.
Colomblan mi’ 1is 7.9 ( - 8.1 | 8.2 8.2 -2 .0
Other milds 9.5 11.0 .} - 9.8 10.6 - 10 7
Unwashed arabicas 20,0 | 1A.2 9.5 | 12.7 - 41 M
Robustas 13.5 16.0 15.0 15.1 - T 1

Source: Report ‘by the International Coffee Organlzatzon Whloh quotes
nite ates lepartment o Agrlculture, Fo¥eign Agrlcultural
Servzce (eetzmatee published in September 1969)

a/ Estimated.
b/ Total harvested production less estimated domestic econsumption.
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Téble‘Zz‘_Comggrison of exports from member ecountries by main coffee
Yarieties (in miilions of dollars) -

- ' Percenvage ohange
19665/ 19572/ 1963E/ frém 1967 to 1968

Colombian milds 434 398 423 + 6.3
Other milds 513 488 487 A - 0,0
Unwashed arabicas 842 798 863 + 8,1
Robustas 502 | 480 | 592 | +23.3

Source: International Coffee Organization, op., oit.

a/ Preliminary figures.

171+ As regards the distribution of these exports by country of origin,
reference may be made to Table 3.

172, This table is self-explanatory and requires no commert. It shows,
inter—alia, that Brazil's share ~f enffee exports (more than 30 per cent )

is still overwhelming and that that scuntry is by far tho largret werld exporter.
1% remains to be seen whether in 1969/70 Brazil will continue not only

“to be the first world eXporter, about which there can be no doubt, but to
maintain ite share of the market intaoct.

C. Imports
173. Imports increased fronm 41,731 million bags in 1959 to 55,892‘million_
bags in 1968. Table 4 shows the distribution over that period.

It will be seen that American imports declined frem 54.6'per cent
vE world imports in 1959 to 45.4 per cent in 1968, and that the correspond-
ing rates for Europe durihg the same years were 36.8 per ocent and 45.1
per ocent. .
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Gountry of origin |Avere8e | joael/ | 19651/ 1966 | 1967 | 19681/
1,000 1,000 {1,000 {1,000 | 1,000 | 1,000
bags 3/ | vags 3/} bags 3/| bags 3/| bags 3f bags 3/
North America: .
Costa RiCAseevssasas | 872 851 805 | 914 {1,102 | 1,133
Dominican Republic.. 468 573 409 | 423 370 0392
El Salvadorieeessess [ 1,637 1,822 (1,664 (1,617 {1,997 | 1,970
CGuatemalaesseceseees | 1,394 1,268 | 1,588 | 1,817 11,355 | 1,390
;Haitigonooo-onnnuaoo 405 378 399 349 - 311 292
HONndUTa8esessceseess ] 278 317 415 383 | 366 437 .
'iMexiGO---........... 1,436 1’681 1’301 1,537 1,241 1,500
Nicaraglaesseseseses 369 388 470 387 430 474
Trinidad and Tobago, |~ 43 63 58 40 | 43 T2
Other 4/ 119 61 53 _ 46 22 | 153
Total North
AOriCacceseseesns 7 021 ) 7,402 | 7,162 | 7,513 7,237 7,813
. Empnomsmpin = =mae  SE
South America: ; _ _ - .
Braﬁil.............. 16’925 14!946 13’482 l16,832 16 737 18’694
Colombidesesssassass 6,139 6,412 | 5,635 | 5,565 | 6,094 | 6,588
Ecuad.oruo.-.......- 4?6 419 777 728 95‘4 ' 825
POIUsvanverorenconne 601 704 576 590 693 848
‘ Venezuelé.. tesasransa 373 326 298 303 309 . 162
OtheT 5/¢. vecvenovee 99 132 115 142 | 122 | 384
Total South ‘E _ ; I I )
AmeriCasesceceesss 24,613 |22,939 120,883 P4,160 P4,509 RT,501
Africas : --J{ ' i
.Ang‘)la.-..-..----.-.. 2,125 2,312 2,653 2,607 3,275 3’148
Burundi 6/eeescessq/l 243 308 226 246 314 271
Cameroon §/co.oocco- 648 745 ?15 989 943 1’125
Central African
RepubliGessecesssaee, 131 208 127 _189 152 150
Congo(Klnahasa)...2/ y 694 624 | 371 577 { 594 900
BthiopiBeeseessssos | 1,019 1,170 | 1,360 | 1,224 | 1,227 |1,273
QUineResessssssesass 182 63 ] 180 207 206 205
o - — —— T ey
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Table 3 (Cont'd)

Country of origin -Average '19641/ 19651/ 19661/“ 196?1/ '19681/

1960-~64
- Ivory Coasteeserieess 2,762 3,405 | 3,094 | 3,024 | 2,484 | 3,574
Kenya.--......-....n 571 705 640 908 846 62?
Malagasy Republic...{ 728 633 - 834 761 832 897
Rwanda 8/.v.eenvnvnaql/ 76 138 171 47 | 187 200
Equatorial Guinea... 118 | 129 114 150 | - 120 120
Tanzania 0/eeiiveend 455 558 473 | - 852 756 821 -
TOBO s e vetsransseneay 162 269 178 +220 94 170
Ugand.a-.-,..........q 2,146 2,328 2,630 2’788 2’658 2,533
Other 11/iesvuiuanevad = 302 466 193 524 [+ 231°] 287

Totel Africa......{12,362 | 14,061 {13,965 [15

e L e e o sy E L Sttt T T Y=Y A NP s
Asia and Oceania: ‘ - o T
India“....o'........' 402 521 401 403 600 471 .
Indonesiassesveescsa] 1,012 1,006 1,803 1,592 1,100 | 1,072
- Malaysia 12/..040..4 7 - 189 204 |- 5621 - 820" 620
Yomercrrsavecnonnsas 73 84 65 43 27 30

Other 13/..0ievecnns 153 1235) 251 :--26-4 - 3.@_ 369

Total As’a and . :
Oceanids: ae.. seaa} 2357 2,035

2,724 2,864 2,907] 2,562
-4h,731- %939501_493972=T?4,183

Source: Foreign Agricultural Circular Published by, K US. Department

G‘rdnd Tota]-...‘.lil.’ifl 46,35‘3 ] 46"43
. A R . . 1 .

of agriculture, January 1970. , L

1/ Revised. 2/ Preliminary. 2/ 132,276 pounds PT €0 kilograms. Q/Inoludes
Cuba, Guadeloupe, Hawaii, Jamaica,  Panama and Puerto Biqo;,,j/lncludes
Bolivia, Guyana, Paraguay and Surinam. é/ Frior to 1963, ,included ‘in Congo
(Kinshasa), ]/Two-year average, 1963 and 1964. . 8/East Cameroon only.
Q/Inoludes Burundi and Rwanda prior to 1963, 10/Prior to 1964-~65 year,

was shown as Tanganyika, now includes Zanzibar as well. 1j/includes

Cape Verde, Comoro Islands, Dahomey, Gabon, Ghana, Liberia, Nigeria,
Republic of Congo, Sac Tome and Principe, and Sierra Leone. 12/Data for
Malaysia represent estimated re-exports not otherwise shown. 1§/Includes
New Caledonia, New Hebrides, North~Borneo, Papua and New Guinea and
Portuguese Timor.
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BECTION II, "Position of African ‘countries on the wrrld market

A, Production

174. In 1968/69, Africa*s#export'broductionl/kés 16,940;000 sixty-kilegramme
bags (Table 5). Production shows a general upvard trend. From 1967/68
to 1968/69 it'rosg from 34 Per cent to 39 per cent,

175. This relative 8rowth seems to be largely due to lowered. Brazilian
production, which declined from 14,745,000 bags to 8 million bags, owing

to the damage from ratural causes mentioned above: This view would seem

to be borne out by the fact that, according to the estimates made by the

US Department of 4griculture; Africa’'s share - while higher than in

1967/68 which was the year before: the Brazilian disaster - should in

1969/70 not exceed 36 per cent, even though Brazilian production ig expected
to rise from 8 million bags to 10,250,000 bags. - :

176. In African coffee production, the: Ivory Coast has headed the list for
a number of years, while other countries have made. more or leas steady
progress from year to year in an attempt to inerease their share of total
production. T ‘

177. 4Another important point which should be borne in regard-to African
production as a whole is the Predominant share of the countries prcduoing
robustas as compared with the share of those producing other varieties
(Colorbieammiids from Kenya and Tanzania; other milds from Burundi and Rwanda;
unwashed arabicas fron Ethiopia), accounting as it does for more than

90 per cent of Africa's .export produétion{

B.  Exporim

178. The earnings of -Africa as a wiole (including the countries still
under colonial rule) in 1967 amounied to about +603 million, or some
27 per cent of the value of world coffee exports, as can be seen from
Table 6 o '

179. A1l the data avallable show a fairly large increase in Afriea's share

of world exports. Table 4 above shows that, in terms of volume, that share
rose from 23.4 per cen: in 1959 to 30.4 per cent in 1968,

C. Outlets for Afriean exporis

180, An analysis of the structurs of export markets based on the. informa-—
tion contained in Table 6 shows that the European OECD countries and the
United States of Amerioa are the two Prineipal poles of attraotion for
African coffee, the value of the former's lmports being %299, 564,000 and
that of the latter +247,057,000, : ' '

7/ Export production is equal to total harvested production lese
estimated domestic consumption. : '

m
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GRAEY COFFEE. Yorida exvortable production for the marketlng
year 1969-70, with comparisons 1/ ,

. ' | Average | 3rd
Continent and country 1G0U/61= | 1966-67 HIGT~68 | 1968-65 | estimate
| 1964/65 e 1969-70
1. 000 1,000 | 1,000 | 1,000 [ 1,000
bags 2/ | bags 2/| bags 2/| vags 24 bags 2/
North america: ' , o , _
Costa RiC@e:vssses-s e37 {1 1,080 1,210. | 1,1i5% 1, 150
Cuhah.crccocanggc.oa X 70 - —— . e — ——
Duminican Republic.. 461 340 465 }. 365 395~
E). Selvador......... 1,702 1,825 | 2,260 | 1,755 | 2,150
Guatemala.ssavassess 1,500 § 1,450 1,625 1,50% 1,560
Haitinessnaen neanoens 395 290 1320 280 315
Honduraseeeesossesss 308 250 390 305 b 365
MeXiCCeracoeerannnns 1,521 {4 1,350 {1,550 7§ 1,400 ] 1,600
Nicaragua-eececeneos A4E 420 " | 490 485 530
Other 3/cuvvecessnss 161 96 is2_ | 101 104
Total North amsrica 7,501 7,101 8,442 7,327 8,165
' ¥ oo omis Rttt el R e, F’=='==F‘-==f=ﬁp======’-==ﬂ'F X

South Americas

Branilecscsaocecenas 18,640 12,000 £1°.745 8,000 | 10,250
COLOMDiZe vasnsvonnss 6,800 6,350 15,700 { 6,570.1 6,520
Eouador 4/..... .iaen £35 780 975 795 480
.Peru;setoao B en b 540 i 675 6?0 645 740
Venezuelas. . s seueen. 223 i3 130 160 16¢
Other 5/ 0unvvenne 62 53 1. 67 1 90 | 65
Tetal South Ameriea 27,152 20,033 325,267 116,260 16,235
[ Tz s s e S ey e ST e e = ey Y =========¥
Africa: i
ANEOloeesneaneananns . 24359 ) 3,240 3,340 3,040 3,240
'Burundz............,,_ TS 235 310 275 245
. CameTO0Necstenensses 780 | 970 1,070 1,070 1,070
Central African - '
RepubliC:eveocananss 142 135 170 155 145
. Congo (Kinshasa Jas e T 940 850 . 950 950 1,050
Bthiopiasseacsneccas | i,152 | 1,385 11,380 1,420 { 1,375
CUiNGAes s asroscennss 181 105 . |.. 155 475 §. 160 -
Ivory Coastieereanes 3,135 2,145 4,445 | 3,350 3,950
Kenyaeeesotacsnooaes 605 _915. 630 780 | - 815
Malagasy Republic,.. | 825 760 990 785 710
RWanda...coeevanaeeey 110 | . 150 180 190 135
Sierra LBOHB-.--.o-Q T 69 ] 55 . 70‘ 85 80
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Table 5 (Cont'd)

. Avarage |- : 3rd
Continent and country 1960/61~ | 1966671 1967-68 | 1968-69] estimate
‘ | _} 1964/65 | 1969-10_|
Tanzani@.e.isseeesnae 484 975 725 335 185
TOBC. eoeevossennsses 183 90 225 245 | 170
Ug‘andae-.o-.eo-....-. R 2’416 2’435 i 2’685 3’135 2’735
Other 6/v-vveueienss 301 345 350 350 348
Total Africa...... 14,357 14,7904' 17,675 {16,940 | 17,013 _
=oum ™ ah 5 3 2T I e 0 2 Y Sl S o e ey o o e
| Asia and Oceania: #
Indiasesanesieennnas 462 700 350 560 . 490
Indonesiassecesecess 1,756 1,490 1,650 1,500 1,500
Philippineso Shsanesne ———— —— ——— ——— ——
Other T/eeceesnnen.s - 225 334 402 413 403 ‘ly
Total Asia and , ,
Ocaania'otca.o.--o 2,443 2,524 ] 2,402 2,473%‘ 2,393
. E=scensssoaransansfeosc=oe = = 2 ==
World exportable ' |
PTroduet’ Maesees 51,453 - 44,448 | 51,7116 43,000 45:810

Source: Foreign Agricultural Cireular Published by UB Department
of Agriculture, Jaruary 1970. ,

1/ Coffee marketing year beging about July in some oountries and in others
about October. Exportable production represents total harvested
production minus estimated domestic consumption, g/ of 60 kilograms
each. 3/ Includes Guadeloupe, Hawaii (USA), Jamaioca, Martinique,

Panama, Puerto Rico and Trinidad and Tobago. 4/ 48 indicated in
footnote 1, the coffee barketing year begines in some countries as early
a8 July. ZEouador is one of these sountrie. Hence, the orop harvested
Principally during June~October 1967 in that country is ghown as
production for the 1967-68 marketing year. In Bouador, however, this

is referred to am the 1966-67 ecrop. 5/ Includes Bolivia, Guyana,
Paraguay, and Surinam., 6/ Includes Cape Verde, Comoro Inelands, Congo
(Br&zzaVilla), Dehomey, Gabon, Ghana, Liberia, Nigeria, Sao Tome and
Principe, and Spanish Guinea. 7/ Includes Kalaysia, New Caledonia,

New Hebrides, Papua and New Guinea, FPortuguese Timor, South Vietnam,

and Yemen. . o
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181. Moreover, it will be noted that Afriocan exports are unevenly divided
between those two major poles. With a few exoceptions, inocluding Tanzania,
it can nevertheless be seen that countries which produce robustas place

& much larger part of their production on OECD markets than on the American
market, and that the reverse applies to countries which produce other
varieties.

182. For obvious historieal reasons OECD countries, and espeocially thoas
which, like France, are members of EEC, have always been privileged markets
for African exports, particularly for robusta exports which account for.
the major share. For the past ten years, however, a number of African
robugta producers have tried to gain a footing on the imerican market, and
some ccuntries ineluding the Ivory Coast are gradually succeeding.

D.  Importance of coffee e;pg;ts'to African couniries

183. Coffee exports provide the African countries in question with a large
proportion of their export earninge. Out of 25 eountries and territories,
no less than five draw more than 50 per cent of their export sarmmings from
coffee, and ten draw over 20 per cent. Rwanda heads the list, with

58.6 per cent.

SECTION IIXI. Problems and prospects

184. In the ocase of a product such as ocoffee, which for about eight years
has been covered by an international agreemont i/ the main purpose of whieh
is "to achieve a reasonable balance between supply and demand", that is

to Bay, to control the market to a cortain extent, most of the problems
confronting African countries on the world market necessarily arise in the
context of that agreement. In other words, the interpenetration of the
world market and the Agreement ie such that it is hard to speak of one
without referring to the other.

The gap between the African countries' production potential and their quotas

185. The basio problem, which at any rate is the most widespread in the >
countriee concerned, is the problem of the increasing gap between the

production potential or in mume cases even between the export production

and the annual quotas allotted. These are established according to the

same distribution key as the basio quotas, which have remained virtually
unchanged since the 1962 igveement. )

186. On the whole, whether Colombien milds, unwashed arabicas or robustas
are conocerned, it would appear that to ensure a substantial increase in

production, very often it would suffice to intensify fertilizer distribution
and to improve cultivation methods.
/

1/ «f. International Coffes Agreement, 1968.



E/CN.14/WP.1/27

OAU/TRAD/26
Page 45

187. In point of faot since 1968 one of the main purposes of the Inter-
national OGoffee Organization has been itc balance production and consump—
tion up to the 1972/73 coffee year, which means that preducticn targets
must be fixed for exporting member countries, having regard to the
anticipated demand.

i 188, .It should be added that fcr several years the ICO has condusted

a regular campaign to persuade producer countries whose eoonomy is too
‘closely dependent on earnings from coffee expurts to diversity their
export production. 4nd Diversification Fund is known to have been .
establisned "to assist ocountries in their efferts to adjust produciion
t0 the required levels and to redirect the resources diverted from
coffee to alternative economic activities".1/ e

189. Yot assuming that the prolLlem is eventually solved and that basio
quotas are inoreased, thereby enabling African ecountries to use a larger
part of their coffee produestion potential, they must be in a positica
td sell supplementary quantlties.

Competition from other exporting countries

190. There can be no doubt that the conquesf'of'fresh aarkets fnr these
‘supplementary quantities would be detrimental tn other prrduecing counitries,
especially Brazil.

191, As already noted, Africa‘'s share of world exporis rnse frrm 23.4 per
cent to 30.4 per cent over a period of ten years, But there has always
been sharp competition between Brazil and Afr1can exporters in partloular,
ag well as between producers of robustas in general (a variety whioh it
will be recalled is cultivated mainly in africa) and expcrters of other
varieties, particularly unwashed arabicas which ineclude "Brazil coffee'.

192. Under the International Coffee Agreement, the various battles wagnd
by groups of African countries, with a view to ensuring that the principle
of selective quotas g/ was adopted, appear to have pursued no uvther aim
than to enable them %o maintain their cumpetitive margin and to inorease

- * their share in the market.

- 193. Yet Brazil, as we know, wag not slow to react by launoching an extremely
- aggressive sales policy and by conéluding various "special deals™ with a
number of big importers and distributors, srme_of them Burcpean.

7/ of Commodity Survey 1968, TD/B/C.1/50/Rev.1.
2/ of. below: International asction un eoffee.
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194. Thig competition has abated somewhat over the past year, owing to
- market conditions characterized, as already mentioned, by a rise in the
- price of every type of coffee as & result of the disaster in Brazil.

195. However, despite the International Coffee Organization's efforts tn
balance producstion and world consumption, it is not impessible that a
lcw-water period may be reached around 1974, when the new Brazilian
Plantations start production. This possibility should not. be discounted,
rarticularly as just befoze July 1969 consumption on Annex A'markets‘l/
‘showed every sign of stagnation, - :

Competition among African countries

196. We might add that from this standpoint the situation is not
‘improved by the fact that on oocasion African countries themselves resort
~ to competition which, although muoh less sharp than that conducted by
Brazil and other countries in the Western hemisphere, is nonethalogss
real, particularly between robusta produscers.

SECTION IV. Internationsl action on coffee

197. As regards the International Coffee Organization, the only recent
development which should be mentioned is the meeting held by tte Inter—
national Coffee Council last March.

198. The Council was convened %n consider the problems pnsed by the

high rates prevailing for several months. It noted that the indiecative
prices for the four varieties of c6offee had exceeded the ceiling, deapite
the addition of almost 6 million bags to the quarterly quntas. ‘

199, The exporting countries rejected the importing countries' request
for a further inocrease of the export quotas, which the latter felt might
restore the indicative prices to their respective brackets,

200, The meeting ended without reaching emy decision, as the two grcups
of ocountries were unable to agree on a solution to the preblems invelved.

201, The Afro-Malagasy Coffee Organization (OAMCAF) and the Inter-African
Coffee Organization (IACO) 2/ operate at a much more modest level because,
as their name implies, they are composed of African countries alone.

1/ These are the traditional markets, namely markets subject to quotas,
as ocompared with the Annex B markets, which a®e the "new markets" ¢n which
the sales of the exporting countrids are not subjeet to quotas.

g/ For a more detailed acoéunt of these two organizations, reference may
be made to a study entitled "Co—opesration among developing ocountries with
regard to commodity exports" (UNCTAD document TD/B/293).
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CAMCAF has the follcwing members: Cameroon, the Central African
Republio, Congo (Brazzaville), Dahomey, Gabon, the Ivory Coast, Madagascar
and Togy. These countries have speeialized in robusta produstion, but
Cageroon produces hoth robustas and arabicas. OAMCAF's Principal objeotives

are:

1) to harmonize sales policies on the various markets, espeoially
with France which historically has always been‘the_chief market;

RLE A

2) to adopt common positicns in the Intermational Coffee
: Organization:; :

‘A3) tJ defend the common interests of the members based on those
psitions.,

Within the ICO, OAMCAF represents all members enuntries, and this
entitles it to.-a meat on the Exeoutive Board. OAMCAF also deals with
administrative questions relating to individual quotas and thé rediastribu~
tivn of shortfalls between member cnuntries inssfar as "each member State
may still dispose of the whule of the individual intermational qucta
atfributable to it from the basic individual quota specified in the annex
to the international -Agreement", but "must place as sron as peesible at
the disposal of OAMCAF any part of its”international qucrta which it is
not in a position to use itself", 1/ "

“ . A ‘ :

"~ Over the past fow years, OAMCAF has played a decisive Tole in the
battlé waged by robusta—-pioducing countries to make the 1C0 -adupt a
selective quota system, which was to bring about the upward or downward
adjustment of the quotas of countries nxporting the same variety of onffeo
rather than of all the exporiing member countries, according to whether
the indicative prices fixed for that variety rose or declined.

In the opinion of OAMCAF member countries, in principle this measure
shoyld have favoured robusta consumption. - But with the amendments made to
‘this principle and the aggressive promotion rolicy pursued by some of the
competing ovuntrias, the anticipated advantages were substantially
diminished, .

The. .Inter~African Coffee Organization has seventeen mombers: Burundi,
Cameroon, the Central African Republic, Congo (Brazzaville), the Democratie
Republic of the Congo, Dahoney, Ethiopia, Gabon, the Ivory Coast, Kenya,
Madagascar, . Nigeria, Rwanda, Sierra Lerne, Tanzania, Toge and Uganda, i.e.
the same member countries as OAMCAF plus Burundi, the Demcoratic Republio
;f the.(}ongo, Rwanda, EBthiopia, Kenya, Nigeria, Uganda, Sierra Leone and

angania.,

-

3/ oF irtiole 1 of the Supplementary Protocol to the igreement of
T December 1960, under which OAMCAF was established.
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All types of coffee are represented: robustas by Uganda, the
Democratic Republic of the Congo, Nigeria, Sierra Lenne and OAMCAF member
countries whiah, with the exception of Camervoun, produse this variety alonej
Colombian-milds by Kenya and Tanzania; other milds by Burundi and Rwanda,
and, lastly, unwashed arabicas by Ethiopia.

. The objeot of the Agreement under which IACO was established is
"the common study of problems concerning Afrioan onffees; in partiocular
their production, pricessing and marketing, in nrder to ensure the smeoth
disposal uf production and the optimum level of selling prices;. the
oonsumption of these coffees and the publisity to be undertaken in nrder
to inorease the demand". TACO is now endeavouring to en—crdinate and
conoart the pélicies adopted by member Statss with regard to the Inter—
national Coffee Agreement.

SECTION V. Proposals on concerted action by produeing countries

A.  Critical examination vf international action

As regards the Agreement, in the first place it is not diffioult te
admit that produeing sountries, and particularly iAfriean produeing
countries, have greatly benefited from its applieation.

" For a number of reaéons, it may be felt that, owing to the machinery
provided for under the Agreement, coffee prices have Drebably been mnre
stable than they would vtherwise have been.

This -dves not mean that the'prieces were as stable as most Afrisan
~countries might have wished them to be. Nevertheless, however, limited
the stability, it enabled them and other producer sountries te plan their
development on firmer foundations. '

7 regards the purely financial sdvantages which afrioa has sesured
undér the Agreement, first Of all in absolute figures and then by eomparisen
with thoee of produsers in other regions, the subjeot is still open to
disoussion 1/

Again lonking at things from a favourable nr at least "non—~adverse
standpoint, it may be concluded that, while Afriea's share in wnrld exports
bas inoreased from 24 to 30 per nsent in ten yosars, seven of whioh erinoided
with. the period during vhioch the first Agreement and then the second
Agreement were in force, neither has prevented this devel~pment.

1/ Acoording to some estimates, all exporting member eruntries have
benefited under the Agreement by a net finanocial tranafer cf w500 million.
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214. The agreements may irn foct have encouraged this development, at least
for a time, especially by means of the selective adjusiment system, which
has frequently led to an inorease in authorized exports of robustas at

the expense of other varieties, particularly unwashed arabicas.

215. It may be added that African ocountries, like other producers, have
probably benefited from the wark carried out by the World Coffee Promotion
Committee,

216. It nust, however, be admitted that in spite of the ICO and the aetion
it has carried out over a number of years, there are some problems which
are oontinuing to confront African countries with regard to the world
market. Some of them fall within the provinoe of the Organizavion,

©:.8. the gap between the Afrioan production potential and the basie quontas
allotted to African countries, or problems for whisch the Organization is
not directly responsible, such as the matter of competition between
produscing countries, even where competition, at least in some of its forms,
is regarded by mome as a violation of the spirit, if not the letter, of
the Agrecement. ‘ : ’

217. There is no doubt whatever that the two African organizations have
played a useful role. OAMCAP has on the whole rendered member sourtries
appreviable services, partioularly in preserving the French market and
maintaining some co-nrdination between member countries, and in the

administration of their interests in the International Coffee Organization.

218, Again, IACO has nnabled the prineipal African oeffee-producing countries.
to meet and discuss problems of. mutual intorest, and above all to ensure its.
oollective pres nee in the Organisatica, which has faoi.itated acceas by

~ @ number of African oountriec wo senior posts in the various bedies of the
International Coffee Organization.

219. Yet both organizations, and IGO0 in particular, seem to be trying to
get their seoond wind, owing to their diminished oapacity for doalimg with
the problems oconfronting member countries on the world market and in the
International Coffee Organization.

220. VWithin OAMCAF, the redistribution of the shortfalls whioh many
couniries regard as one of the Organizatinn's major attraotions seems to
be running intc ever greater-diffioulties, Morecver, the fact that OAMCAF
exists does not, as some had hoped, prevent-manber—osuntries _from_competing
againat one another,
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221, The extent to vhiech Lauu, is ‘reaponding to present needs may be
questioned; .in other words, the extent to which it oontrols or ocould control
the problems_oonfronting member osountries. in view of tamke and the conocept
of its operation.

222. The question is therefore what the African'countries soncerned can do
to solve those_problems, all the more so ag & number of ‘problems are within
the competence of the Produsing countries rather than of the Agreement itmelf.

B, Proposals'fdr concefted action

223, Conecerted actiqﬁ on-the fdllowing lines seems to be advisable and
feasible: I , ' '

-

224, 1) As Tegards a problém which prerhaps ooncerns African countries more
than any other, the disorepancy botween their production petential and even
théir export Pproduction and the quotas they are assigned 'inder -the Agreement,
the only solution seemg to await re~negniiation of the bresent Agreement,

As regotiaticne are scheduled to start in 1971, it is suggested that
all tha necessary arrangements should be made at this junoture, not only
for a thorough compilation of infbrmétiop on the subjeot, but in order that
the colleotive bargaining power of African countries may be used to tha
best advantage, . - .

. This is a tagk-to whieh the two organizationé 3an usnfully apply N
themselves,|provided every aspect oflthe_guastion is carefully studied,

ineluding any po. sible repercussions of o“h4f:ﬂn»anuxx“rwaﬁaju:%monﬁ-cnﬁﬁKe

aoffees is to launch 2 full-scale prdmctionmoampaign, Some countries, includihg
the Ivéryngagt, have realized thisg and acted aovcordingly. '

It would seem, however, that in the case of Afriocan countries lacking
financial means to carry out a strictly national oampaigr, a Promotion
dampaign geared to the varisties Produced in Africa (for instance a oampaigp
for African robustas regardless of -their oTigin) and financed by the oountries
oOnoerned, might be the moet esconomical ang perhaps prcfitable solution fcr

all the oountries concerned; '

on every kilogramme of coffee exported and a oontribution by the trade
circles intereated in thase imports,
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22.3‘;HJ The co-ordination of coffee research and technical co-operation
Potween the African bodies responsible for that research should be
intensified, especially between countries which cultivate the same
varieties.

- Progress has already been made in this direction, both in West'and
Bast Africa, but these efforis need to be concerted, and this is a Vask
vhich could well be undertaken .hy an.organization such as IACO, '

27, iv) African countries might also be well advised to consult with
other developing exporting countries with a view to adopting a concerted
policy with regard to the so-oalled new markets, or Annex B markets.
This poliey might pursue the following aims:

a) to agree on the identification of the markets concerned, eince
many of the so-oalled new markets have in fact not been new
for a long time, or that coffee consumption san progress there
without all the exporting countries being obliged t¢ compete
against ore another with regard to the prices at which coffee
should be sold;

b)_ to endeavour to reach agreement on market prices;

o) to ensure that the tourist coffee control instituted some time
back and recently strengthened is enforced 1/;

@) to give ecareful thought to the desirability of exporting
countries jointly finansing the establishment on the markets of
the infrastructure necessary for ocoffee precessing, promotion
and marketing, as suggested a year agy by the President vf the
Brazilian Noffee Institute.2/

R -

PR ) - - PR

- . - =
-

17 Touris? coffees are those whidh, while infenddd id thecry fnr the . . --
so-called new markets (hence n>t subjeot to quetas), find their way,
after all manner of detours, to the markets subjéect te gquotas and
‘where prices are higher, which naturally does not fail to exert
presgure on them. coe : o

2/ of Financial Times 0f 14 May 1969.
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228, v)“ It would also appear that theronstitutioq of an inter-group of
-all exporting countries which, while of a somewhat informal character,
would be reguired to meet periodically, and not only.in a orisis 1/} would

allow of moxe thorough and hence more fruitful exchanges on matters of

¥hich differ from their own, if only for the purpose of establishing
that they are unable to agree. :

1/ In May 1969, when the prioes fnr other milds, arauvicas and robustas
‘were well. b8low the official minimum, and after exporters, as they
themselves admitted, had incurred a less in foreign ourrency estimated
‘a¥ 108 million pounds, some of them met at Genevd tc decide what
steps they should take to improve the situation. Some ¢f the
measures propoged by the exporters were rejected by the imperting
countries, while others were approved and econtributed slightly to
raising the price level, shortly before the Brazilian disaster

nocurred,



E/CN.14/WP.1/27
| ‘ OAU/TRAD/26
] Page 53

CHAPTER IIIX

COCOAl/

SECTION I: JWorld market position

A, Production

229. World production of cocoa beans amounted to 1,367,000 metric tonse in
1967/68, but was only 1,248,000 during the 1965/69 crcp year, as Table 1
shows, or only as little as 1,231,000, if the latest published FAO estimates
are to be believed. 2/

230. Nevertheless the outlook for the 1969/70 erop year is somewhat different,
in the light of the figures already available and a slight surplus is expected

(see Table 1 ).

231. According to certein data, for instance, production in Ghana (the
highest in the world) ocame to roughly 383,000 tons during the main 1969/70
crop alone. -

B. Exports

232. The gquantities exported were some 1,015,000 tons in 1968, whioch is
aotually a deorease of some 66,000 tons in comparison with the 1966 level,

233. In other words, the movement of exportes has kept more or less in

step with production which, even if it has not diminiered, has increased vwery
little in comparison with requirements over the past four years. Diaring
this time the tonnage exported by Ghana, the major supplier of the world
market, also dropped appreciably, although it still represents nearly
one-third of world exports as a whole.

234. Since the 1969/70 campaign, side by side with the increase in produc—
tion, export tonnage has showm, a distinct tendency to recover. For .
ingtance, export sales from Ghana already tctalled some 335,000 tons in
March 1970, as against approximately 334,000 tons for the whole of 1967,

1/ The statistics given in this paper are derived mainly from various
numbers and monthly supplements of the FAO bulletin on cocoa statistiocs,
from the OECD Trade Year book, and from various national doouments and data.

g/ Cocoa statistics, monthly supplement, May 1970,
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Ce Imports

235, World imports in 1968 amounted to 1,077,300 tons, divided among the
three major consumexr arens. ‘jestern Europe accounted for 540,540 tons,
Bastern Europe 193,240 and the United States 231,860. The innovation of N
the past decade, is the growing quantity imported by the Eastern European -
countries, which increased almost three-fold between 1961 and 1968.

236. During this Period, however, American imports fell considerably
even in absolute figures from an estimated 347,784 metric tons in 1961
to 281,860 tons in 1968, , ,

237. Weastexn EBuropean imports nevertheless showed a slight inorease,
from 518,000 tons in 1961 to 540,540 in 1968.

SECTION II. Position of the African countries on the wnrld ococoa market

A, Production

238, African'cocoa'beanjproduction in 1968 represented some 70 per cent
of werld production in terms of tonnage.

239, Ghanaian output during that period represented approximately 28 per
cehﬁ of world production and 40 per cent of african production. The rest
of the African output was shared among several countries, the most

" important bei Nigeria, Ivory Coast, Cameroon, Bquatorial Cuinea and
Togo (Table 1?%. : , :

B. Expgfts

240, In 1968, African exports in terms of tonnage represented no less than
77 per cent of world e.poris. GChana alone provided more than 20 pe. wwnt
of worlid supplies. Scms 40 per cent of African exports oame from Ghana,
and the abcve-mentioned countries supplied most of the rest.

-

C. mout;gts for African exports

241. During'the last ten years, African exports to Eastern Burope, particu-
larly the USSR, have made remarkable progreass, all the more since they
started off at a very low level. 5

242. . However, in 1968 they still represented only some 17 per cent of the
African countries' export tonnage, their main source being Ghana, Nigeria
and Equatorial Guinea. '

A}




E/CN.14/Wp. 2 /27
OAU/TRAD/26
Page 56

'

243. On the whole, africin ¢xports are mainly. concentrated in the OECD
countries.

244. Table 2, which deals only with cocoa imports into the OECD

countries from arlrica, in fact cuvers some 80 per cent of net african - .
exports in terums of value. Out of this, the share of the Baropean OECD

countries (33,105,400) is predominant, and in 1968 was not far from

twice the combined ghare of the three non-European members (Japan, -
United States and Carada), 1/ _ | :

D, Inporiance cf cocon exports to the Afriean countries

245, As Table 3 shows, cocna exports play a vital rart in the economy-of
severel African countries and territories, if only from the viewpoint of
the size of export earnings they provide in relation to the overall value

of expori earnings.

245. Pirstly, they play a major part in the eacnomy of Ghana, which is the
largest African and world producer. In 1967 more than 61 rer cent of ,
Ghara's earnings camo fxxm sales of cocna abroad. They are, however, alse
important to sther couniries and territories, ineluding Sao~Tomé and

Principe and Togo, whose cocoa exporis represented a very small part of

the world zupply. Nigeria is apparently the only country whose cocna sales
ococupy a more imgorient position in overall world exports than in relation

to its cverall oxport earmings (25.7 per cent and 22.6 per ocent respeetively).

247. Howeves, in rela*ion %o their overall export earnings, the value of
cocoa earnings varies anprewiatly frow year to year, refleoting the price
fiuctuations recordcd during the period ocovered by the table, as well

as quantitativse yearly variaticns in orops.

SECTION ITI. ™woblrome ~ni prostects

248. At first glance it might seem that, apart from the lack of export
availabilities, the pwoducer countries, especially in Africa, have encountered

no scrious prvblams on the mworld market during the past four yearss Actually *
theso have bsen lean years in which the yield failed to kkeep pace with

37 It should, however, be noted that some of the oncoa beans imperted by
these countries were later exported again, these re-exports representing
0.1 por cent of world cocoa exports in 1967. HNot to mention, of courss,
the cocta ra-exporied after various processing operations (chocolate, etc. )
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consumption, with the mesvlt +that since 1956 the mean prices (in US cents
per round of ococca) have been steadily increasirg, as may be smeen from

the following figures: 1/ 1966 1961 _968 1969
o5 45

dﬁtlodk.forAprices

* 249. 'This first impression, however, should be corrected. On the cne
hand, various scurces indiocate that the year 1970 will show a distinct
increase in availabilitiem as compared with previous years, and the
1969/?0 campaign is now expected to end in a slight production surplus,
which cannot fail to influence price levels. :

250. On the other hand, in the'mlddle term (that is to say, around 1975)
the comparatively favourable prices obtained by the producers since 1966
- may well begin to have a e¢ertain impacy on prﬂduotlon. : 2

251. True, FAO proaectlons show that by ihat since world prdustion and
songunmption (i.e., crushed cocoa) will balance approximately. 2

252. If things remain unchanged, however, demand will adjust to availabilities
>nly oau the basis of 1961-63 prices, that is to say, at a higher level

vhan in 1965, for instance, but considerably lower than that obtaining

during the laszt four years and more.

-

Difficulties in attaining an "optimum" sonsumption increase

253, Whether produotion is inadequate or whether it is excessive, there
is one permansnt preblem for the producer countries: how to inerease con-
gumpiion on optirum has’c and narticularly on the basis of a price which is
sufficiently remunerative to producer countries and allowe what is
connidered a satisfastory increase in the quantitiesz sold from year to
year. In times ¢f over-production, the inorease usually tends to be on
the basis of inadaquately remunerative prices for produscer countries,
whereas when there is a series of insuffiscient eropa and relatively high
prices, the consumption of cocoa and its by-produots (eoena-butter in
particularly) tends to slow down. In that oase, many purchasere are
pronpted to make wider use of cocoa substitutes and non-cocra 1ngredlents,
as has been the oase quite recently.

17 Figures taken from a Commission of the Buropean Communities publication
on produots and trade in developing countries, (February 1970).

_/ These projections show that world production should reach 1,760,000 tons
and grindings some 1,779,000 tons. c¢f. Agricultural Commodltles. Prejaerkions
for 1975 and 1985, Vol. I. FAO.

i}
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Obstacles to the expansion of %khe cocoa irade

254. It may be added that the problem is all the more serious beesause in

normal times, apart from special circumstances, many oountries put the .
brakes on congumption not by raising tariff barriers (at least where ocococoa

beans are concerned) but by imposing domestic taxes whioh have reperoussions

out of all proportion in the case of coocoa products,. . »

255. Kext, and instability of cocea prices,- most important of all, coeoa
prices have always been extremely unstable. This is due in the first.
Place to short-term fluetuations in the cocra supply and demand and then .
t> successive and often confradiotory estimates of the current erop on
the part of operators, combined with various speculative operationa.

256. 4g a result, although the general market trend in recent years has
been upward, there have nevertheless been marked fluetuations. In February

1968, for instance, the New York spot-'bhand’priCe was 29.8 US eents per
pound, and by fall in. December that year it had risen to 48.7 cents. 1/

LCocmpetition between exporter countries

257. This Iack of stability in prices develops all the more readily since
the exporter sountries are in open competition and trade their produetion
in ignorance of one enother's activities. Most of them indeed, are ill-
informed as to one another's sales poliocjes and especially as regards the
Prices gnverning transactions and the quantities placed at any given time.

SECTION IV.. International action on eosoa

258. This takes two main forms:

A To begin with, discussions have been going on for almost thirteen Years -
between producer and consumer ocountries with a view to concluding an

internationel ococoa agreement. With that end in view, many attempts have

been made since 1966 in particular, in connexion with the United Nations s
Conference on Coeoa. There have also been several oconsultative nmeetings

presided over by the UNCTAD Secretary General and attended by fewer
representaitives,

259. Apparently there hags been some measure .0f rapproshement on certain .
items in the draft agreement, mainly the finanocing of a buffer-stock the
way it could operate on the market, and also the establishment of a
.Bystem of sales quctas. - :

17 See "oocoa statistiocs" January 1970,
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260, It mist nevertheless be recogmized that there are still many
obstacles along the path that must finally lead to the agreement. To
belp overcome these obstacles the Secretary-General of UNCTAD decided te
hold further consultations in June 1970, If the governments of the countries
concerned with the coocoa trade reach agreement during these oconsultations,
the United Nations Cocoa Conference will probably be able to resume ite

. work. : -

 B. Codoa—producers Alliance

261, Set up in 1962, the Cocoa-producers Alliance, is oomposed of Chana,
Nigeria, Bragzil, the Ivory Coast, Cameroon and Togo.

262, TUnder its Charter, the purpose of the Alliance is to enable iits
member countries: -~ o _

- to exchange of technical and scientific information;

-~ to discuss prublems of mﬁtuél interest and to advanee sooial
and economic relations between prcducers;

= t0 ensure adequate supplies to the market at reasonable prices;

- to promote the expansion of cocoa consumption.

263. In recent years, after the failure of the attempt on the part of

member countries to stabilize coocoa prices in 1964/65, 1/ the Alliance

has been fooussing its efforts on the conolusion of an interwaticnal

soooa agreement. It is providing the member countries with an opportunity -
to co—ordinate their position on the main provisions (price range, the

buffer stook eto. in order to inoreese their bargaining power with a view

to the negotiation of an international cocoa agreement. '

264+ As to the market cirocumstances for produots, the directors of the
pales services in the various countries met at Lomé in MHarch 1970 and
relterated their determination to implement a genuinely co-operative
strategy for the exohange of weekly purchase figures among producers,

» - . f¢llowing a decision of the previous conference held ai Bahis (Brasgil ).

.-265. Furthermore, they decided that as well as meeting regularly twice
) a' year they would hold consultative meetings whenever the price of cocca
"fell below a‘given level (which has not been indicated) in order to decide
vhat corrective measures should be taken.

17 See UNCTAD doocument TD/B/293: (Co-operation among developing oountries

with regard to commodity exports, in which the experiment is analyged
in detail., - '
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SECTION V. Proposals for concerted action by produsing countries .

A. . Critical studi_pf'interhatibnal action

266. On the widest international scale, efforts have been made over the
past thirteen years and are still taking place almost daily in oco-
operation with the UNCTAD seoretariat with a view to ooncluding an
agreement between sll the countries concerned in the ococoa trade: producers,
exporters, importers and re-exporters. . -

267. And, since the failure of the price operation desoribed above, the
oonclusion of such un agreement has been the major nbjective of the
Cocoa Producers! Allianoce.

268. In the past, eaoh time the market conditions were relatively
satisfactory from their own standpoint, many of the producer countries
were quick to point out that the laok of an agreement was not a major
inconvenienoce frr them at that particular moment.

269, Nowadays, however, they have learnt from experienee and, realiszing
that the situation might have subsequent drawbacks if the consumer countries
likewise hesitated to ocome to an agreement, (as has also happened before)
the producer countries have obviously been anxious during the past four
years to find a basis for agreement.

270. The faot is that at the time of writing, despite the progress made
towarde rTeaching a consensus uf all the parties ooncerned,. it wuuld be
somewhat rash to prediet tke imminent conclusion of an international ooccoa
agreecent.

271. Such being the oase, two gquestions at leasst would seem to arise.
The first is: Has everything possible been done to reach agreement?

The second: Could not the producer countries find scme sirategy ether
than ths one they have so far followed in trying to solve their problems?

272. So far as the first question is concerned, it is common knowledge

that therc have always been divergent views amcng the importing countries -
as to what fcrm the agreement should take, and even its advisability has

‘been questioued at times. It is a fact, too, that some »f these countries

are {or think themselves) obliged to weigh.ocertain influences, not the -
least of which is the pressure that might be brought to bear by certain trade
groups. ‘ '
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273. The praducer countries have ~rparently experienced great difficulty
in maintaining their ochesion throughout the negotiations, notwithstand-
ing repested efforts tu do so. It ie common knowledge that the producing
countries are finding it hard to achieve unanimity on various important
points, such as price and gquota meshanisms.

274. 'Néverfhblesé‘their bargaining power and their ability to oconvince’
others of the need for such an agreement can hardly be denied.

B. Proposals for concerted aotion

275. ‘At the present stage, however, there is not mush point in .
cr1t10121ng the fcrmer 1nternat10nal apprcach. The crucial problem now
is: What atrategy can the African countries use to face the present
position?

276. The efforts deployed for somatlme past to reach agreement on the
lines indioated — that is to say, an agreement between all the cusxmiries
oonserned in the cuecoa trade, nr at least the major coumtries, whether
1mporters ‘or exporters - will either be successful or they will f£ail.

277. Vhatever happens during the next few months, the issues in
d9fining the strategy vf produocer ocuntries in o~nfronting the problems
of the world markst will be quite dlfferent. -

278. In the first hypoth331§, when the 1nternational agreement ocomes into
force, the main thing fur the African countries will be to organize
oo—operation among themselves withi. the framewovrk of the agreement, so
that it may operate in “*bei:- besgt '~ ‘*urests. The Cocca Producers'
Alliance will have a very important part tv play in this context. It
might even have to extend the scope of its activities, since co—operation
among the producer countries might have other cbjectives than that of
supervizing the smooth working of .the agreement. In that case, we would
propose the follow1ng. ' : : :

279. 1, The Cocoa Producers' Alliance should be permanently represented on

. the future International Coova Council proposed in the draft agreoment oy,
a delegation consisting of a representesive of one of the member countries,
app01nted in rotation and. assisted by members of the Alliance secretariat.

280. This delegation's task would be to:

a) auper%ize the operation of the agreement, while aoting as a
rermanent centre for informing member ciuntries of any dovelop—
ments that might interest them at any tlma, :

3




E/CN.14/WP,1/27
OAU/TRAD/26
Page 64

-b) provide a framswork for haramonizing the activities of member
countries on issues concerning. the operation of the agreement;

o) ensure colleotive representation of Rember countries on all _
the intermational groups, and be their e¢Pficial spokesman on
issues concerning member countries as a whole, without
Prejudice to the right of individual representation,

281. i1. The Allianoce should also be fully respensible fer co-ordinating
technical and scientific research on cocoa carried out by member countries.
It has not yet been possible to do anything tangihle_in-this.field,

despite the endeavours of the Alliance seoretariat. The Sub-Ccmmittee

on Soientific;Research and Extension Services, set up by the Alliance,

has not yet been able to start work.

282. Similarly, the International Coora Research Conference, which

€Toups research workers from sountries concerned in any aspect of the scrooa
trade, has existed for several Years past but operdteés on a precarious
footing and has no direot.link with the Allianece. The aim should be te
oombine under the auspices of the Allience the srmewhat haphazard activities
of the national research institutes and isolated groups, to inorease their
efficacy and make mure information available oconocerning the results obtained.

283, ii4. It might alse play an active rart in studying prcblems and parti-~
cularl; in co—ordinating indivicual attempts on tle part of momber couritries to
reaoh a standard definition of the eriteria of quality and quality-ocontrol

of produets, These may ssem commrn Place issues, but they are extremely
important in ensuring high-quality preduetion for exprrt. Acerrding to
available infoimation, these matters are already being studied by the
Alliance. and its secretariat. It would seem, however, that the necessary
solutions are not yet fortheoming. : ‘

284. iv. 'The Alliapce should alec rromote .- ovesa-emmsuuption in the mesber
countries themselves, since most of them are 1ow on the list when it somes
to per capita sceca consumption. Again, it should urge the International
Coeoa Council to launoh a campaign for the gemerie premction of oooca,
along the lines of the World Coffee Premotion Campaign.

285. There seems to be nothing in the present draft agreement to prevent
the Allianoe countries from oo-nrdineling their foreign marketing policies
and éstablishing & common soale for deliveries to the world market, tc
maintain the produst price at a given level within the Price range spesified
in the draft,

286, Member ocountries of the Allianse might agree on a model ocontract form
for all their oceca sales abroad. This oould be an important step towarda
standardizing commersial practioe with regard to ocooea in genefal, and

this too is very important if foreign trade polisies are really to be
aligned.
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287. It would perhaps be advisable for the Alliance to try to recruit new
members, with 2 view to wider representation and increased bargaining

P wer. Appropriate contacts c¢ould be made with countries like Equatorial
Guinea, Mexioo and the Duminican Republioc, -

288. If the international agreement fails to materialize in the next few .
monthe - say, before the end of the year - the producer countries might
wish to study other strategies than that which has been followed so .far:.
that is to say, an interagtional agreement of the etandard type, to which.
all gountries concerned with oocoa could belong, or at any rate the major
cocoa countries. ' : -
289, Throe main possibilities might then be studied by the countries
cuncerned: = ' . . -
a) The first would imply that agreement ocould not be reashed besause
of opposition un the part of a major importing coun ¢ry, not-
withetanding' the grodwill of the mther importing countries. It
would then be up to the producing countries and the other importing
oountries to explore together the possibilities of comcluding the
agreement without the major impurting country which opposed it.
Experience tonds to show that an agreement concluded on similar
lines (the agreement on sugar) oan, despite its shortcomingn,
have a deoided impact on the market, sven if a major importing
region has not subsoribed to it offiocially.

b) A seernd pesible strategy would be for the prrducing oountries
to propose informal arrangements along the lines of those in
force for hard fibres, if several major imperting countries feel
unable to break with another sountry, or if for domestic reasona
they oanntt ‘hengelwes subsoribe to a formal agreement. Several

' importing countries, wishing to placate domestic trade ciroles,
might find it more convenient to give taocit support to arrange-
monts of this kind rather than subsoribe tv an official agreecment
along the usual lines, '

o) The third possibility would be for the produeer countries them—
gelves to try to operate a stabilization agreement based on floor
and oeiling prices and n system of sales quotas. Before doing so,
however, they would have tc learn thoroughly all the lesscus to
be derived from the failure of the scheme launched six yoars ago.
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290. The Alliance oountries; accounting for approximately 80 per cent of
world oecoa exports, have excellent take-off possibilities. ~

291, Yet the 1963/64 experiment has abundantly(proﬂd. that the importance
of participating countries as a whole in relation to the world coooa trade
is only one oondition of success in an operation of this kind.

292, The will to succeed, mutual trust among member countries, ocareful
technieal and even political preparation baged on a study of. the probable
reperdussions on various Plans and, above all, the possible cost for the
producer countries, and the establishment of a fund to finance stooks
withheld from the market and even sales oentralization, are soc many other
~conditions (and the list is not exhaustive) which wculd have to be met
before an operation uf this kind csuld be attempted with any real ochance
»f success. '

293, It is abundantly clear that in view of the.ourrent outlook, objectives
2, 3, 4 and 6 outlined in oconnexion with the first pcesibility might like-
wise be considered by the-Cocoa.Producers! Allianss.
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CHAPTZR IV
1
GROUNDNU'I‘S'/

SECTION I. Position of the world market

v A. Production

294. ‘Groundnuts bj—products and groundmut oil are part of the group eof
commodities generally known as'oilseeds and fat".

295. According to some estimates, unshelled groundmut production will
probably be approximately 16,000,000 tons during the period 1969-79, and,
as Table 1 shows, was 15,000,000 tons in 1968-69 and 16,302,000 tons in

296, However, fmr some fuur years now, groundmt crops have fallen short
nf needs. Production of groundnut oil, like that of other soft oils, has
increased only moderately in absolute figures, and in any case less than
that of soybean o0il, its major competitor (Table 2).

297. 1India, Mainland China and the United States of America are the three
largest groundnut producers; together their production represents over 50
per cent of world production.

B. Exports

298. Net experts of groundnuts and groundnut oil were respectively
1,366,000 and 402,000 tons, or 615,000 and 402,000 in oil equivalent.

299. As will be seen from Table 3, Nigeria and Senegal were the largest
exporters in 1968.

v - C. Imports

300, Western BEurope is the largest market for groundnut experts. It is
estimated to import approximately three—quarters of world greundnui experta.

;/ The statistics quoted in this study are mainly frem FAO.publications,
the Tropical Procucts Quarterly, reports by the UNCTAD/GATT
International Trade Centre and national sources.
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Table 1t World Production of Groundnuts {thousand tons)

Groundnuts, unshelled
Gambia g/
India
Malawi é/
Nigeria g/
Uganda b/ _
Other Commonwealth countries

Argen?}na
Brazil?_|
Burma
China,b/ :
Congé (Kinshasa) b/
Indonesia |
Japan

 Mali a/
Niger
Senegal gf
South Africa
Sudan
United .States
Others ©

Total

1967-68 1966-69 1969-70
118 124 -(120)
5,640 4,405 (5,250)
32 - ‘
917 1,090 (930)
160 160
278 - (290)
278 214
758 (700) (850)
| 365 331
2,825 2,575 2,800
110 110
400 (430)
133 125
30 26
293 265 (240)
821 613 (750)
230 367 -
295 194 (240)
1,104 1,135 1,140
1,455
16,302 (15,000) (16,000)

Source: Tropical Profucts Quarterly, March 1970.

-

2/ Commercial ordp only.
b/ Estimated.,
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Table 2: Estimated World Preduction of Fats.and 0Oils by Type.. ..

All Countrieg availabl?
countries ‘for_ 1979 with comparison
Tear
b Cha.nges
{+eseesees [thousand metric tons .. ‘..........)
) Butter (f{a.t con_tent) 4,885 410 390 - 20
lard , 4,750 860 780 - 80
Soft Oils
Soybean Oil 5,439 | 5,389 22932 + 543
{ Sunflowerseed 0il 3,063 2,866 2,882 + 16
Groundnut 0il S 2,732 2,118 2,400 + 282
Cottonseed Oil . 2,287 1,339 1,319 - 20
Olive 0il a/ 1,554 1,554 1,330 - 224
Rapeseed 0il ' 1,691 - 1,089 1,090 + 1
Sesameseed 0il . 564 173 190 + 17
Corn 0il ' 231 210 207 -3
Safflowerseed 0il e 191 80 T. 100 + 20
Total _ 17,752 14,818 15,450 + 632
| Leuric Acid Oils
Coconut 0il - 2,092 - - - -
Palm Kernel Oil - 375 - - -
Babassu Oil T0 - - -
Total: 2 537 - - - -
| Other-Edible/Soap Fats and Oils o .
Tallew and Greases 4,540 2,325 2,275 - 50
Palm 0il 1,555 340 440 + 100
{ Fish_and Seal 0il L 896 - - -
Whale Oil 80 46 46 -
- Total 7,071 2,711 2,761 + 50
Total Bdible/Soap, Fats.and Oils - | 36,995 18,799 19,381 ' + 582
. Technical Oils | | |
Linseed 0il 927 644 780 + 136
Castorseed 0il 345 206 218 + 12
. Tung 0il 111 22 31 + 9
Oiticioa 0il , 10 - - - '
Total 1,393 8712 1,029 | -+ 157
Miscellaneous Fats and Oils 300 300 300 -
Grand Total 38,688 19,971 20,710 + 739

Sourcer Report of the ?ﬁeml _Session of the Study_ﬁroup on Oilseeda, Qils and
Fats (TD/B/C.1/86

8/ Crop year November/Ootober.
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Table 3:

Net E rts of Groundmuits and Groundnut 0il.
from the main producing countries !thousand tonss

Groundnuts in shelled equivalent
Provisional
Estimated

January - September

el irle

January - November

a— e - ——

1968 January to 1968 1969 1968 1969
‘month
Seed 0il § indicated Seed 0il
Groundnuts and
Groundnut Oil a/
Gambia 30 t 21.1 December 30 44 | 21.1 12.4
Nigeria 638 | 109.2 October 540 459 | S0.1 7.4
Malawi 30 e June 12 3 ve S
~ Argentinsa - 60.5 October!/ - - 49.7 24.6
Brazil 10 0.4 June 7 5% e e
China of 55 | 30.0 | September 48 140 | 25.0 7.0
' Niger of 160 7.0 September 130 115 | 5.5 6.0
Portuguese Guinea 11 - October 8 9 - -
Senegal 239 1 160.3] December 239 9o 151.18/ 117,12/
South Africa 60 | 11.4 September 51 39 ;h8.8 6.2
Sudan 79 } 0.7 Ncvember 67 67 | s .o
United States 54 1.4 Decenber 54 24 1.4 15.0
Total 1,368 1 402.0 1,186 897 B358.7 265.7
Dotal as oil . 615 | 402 534 404 D59 266
Soupoe: Tropical Preducts Quarterly, March 1970 - '
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301, 1In Vestern Burope, the Buropean Econcmic Community is by far the
largest importer. In 1968 its groundnut seed and oil imports amounted to
656,000 tons in oil equivalent, compared with 612,000 tons in 1967.

302. Hvwever, during the first nine months of 1969, the Community's
imporis went down by 15 per cent compared with 1968. Imports inte France,
the major groundmt impnrter among Community members, decreased by 11 per
cent during that period.

SECTION II. Position of the African countries in relation to the
world market

A, Pr.duction

303. Some thirty Afriocan countries and territories preduce groundnuts.
The major producers are Nigeria, Senegal, Niger, ©Sudan, Uganda, Gambia,
Demoocratic Republic of the Congo, Malawi and Mali.

304. In 1968-69, the combined production of these countries was approx-
imately 2,634,000 tons, ox some 17 per oent of world production. The
prcduction nf Senegal and Nigeria together represented 65 per cent of the
tetal,

E. Exmrts

305. There are a relatively large number of groundnut seed exporters in
Africa. However, Nigeria and Senegal are by far the largest, as Table 4
shows. In 19€7, these two countiries totalled some 48 per cent of world
exports; total African exports of grcundnut seed amounted to 73 per cent of
world expexts.

306. In absolute figures, the value of African groundmut oil expcrts
($90,200,000) represented only 45 per cent of the value of seed exports.

307. As Table 5 shows, there are far fewer experters of grmundnut oil -

only eight countries and territories (Democratic Republic of the Comgu, Cambia,

Mogambique, Niger, Nigeria, Southern Rhodesia, Senegal and Sudan). Senegal

is by far the largest, with exports amounting to 42 per cent of the world
total in 1967; the corresponding figure for Nigeria was only some 14 per cent.

C. OQutlets for African Experts

308, Western Kurope takes more than three-quarters of African groundmut
éxports.
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309. As an éxample, in 1967 the value o all Senegalese exports of ground.-
nuts and groundrmut oil was estimated at some $90 millien.

310. Sales to the OECD countries in that year amounted to approximately
$87 million, including some $80 million to France.

311, Proportionately speaking, these figures are guite comparable with those
available for Wigeria. ‘

312. However, Nigeria's export outlets are more equally distributed. In

1968 it sent 390,000 tons of groundnut seed to the Eurcpean Community narket,
57,000 tons to the English market, and within the Common Market, 163,000 tons
to France and 56,000 tons to the Federal Republic of Cermany.-

D. Importance of groundnut exports to the African countries

313. Table 4 shows that in 1967 four countries and territories drew over
20 per cent of their 8xport earnings from the sale of groundnut seed abroad.
The extreme cagse was Niger, which exported 67 per cent.

314. It should, however, be noted that between 1964 and 1967, or even from
one ysar to the next, these rercentages varied greatly. For instance, the
value of exports of groundnut seed, expressed ag a rercentage of Senegal's
t~tal export earnings, went down from 35 per cent in 1966 to 23 pexr cent in
1967. The corresponding figures for Mali far the years 1964 and 1967 were
48.2 per cent and 10.6 Per cent.

315. The value of total African groundnut exports tends to increase more
slowly than that of world exports, and in 1967 Africa's share deoreased by
nearly 6 points compared with 1964.

316. However, the African groundmut oil export curve has developed quite
difierently; in 1967 groundnut oil exports represented 64.8 per cent of the

world total, or 4 points more than in 1964, and the twn movements are
probably connected. '

SECTION III. Problems and prospects

Competition from substitute products

317. One of the most important - perhaps the mcst important - probiems
facing the groundnut producing countries is competition from other oilseeds,
including soya, sunflower and rapeseed, which are mainly produced in the

developed countries.
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318. Por a whole series of end prnducts (including margarine and various
cooking oils), groundnut oil can be replaced by other vegetable oils and
even, to some extent, by fish oil, all the more so because groundnut oil
is often more expenaive.

319. However, the price of these oils is apparently tending to follow the
same movement, as will be seen from the size of the correlation co—effialenis
between groundnut oil on the one hand and cottrnseed, soyabean and sunflower-
seed oils on the othgra;/

320, Nevertheless, among vegetable oils, grrundnmut oil is steadily losing

~ ground to sunflowerseed oil and soyabean cil. Between 1960 and 1967 2
exports of groundnui .0il .increased by only 3.5 per cent per year, whereas -
exports of the other two oils increased at the rate of 18.9 per cent and
5.9 per cent per year respectively.

Instability of groundnu, export earnings

321, Another very worrying problem facing the producing countries is the
1nstab111ty of earnings from grerundnut sales,

322. Groundnut prices show marked fluctuations from one year to the next
and often from one month to the next. Between 1960 and 1967, grcundnut
prices have varied between $206 and $171 and groundrut oil prices between
$330 and $268. _/ These fluctuations generally stem from short-texm varia-
tions in demand and especially in supply, and successive forecasts cnncern-
ing the size and quality of crops by brokers and professional speculators.

323. PFluctuating. prices are perhaps sven more dangerous for groundnmuts than
for other commodities, since apart from their usual influences on the
various countries' planning possibilities, they encourage the tendsncy of
users to replace groundnut oil by other oils.

) _/ See CCP: 0F/68/5/5 "A buffer stock scheme fﬁr vegetable oils: =a progreas
report"- submitted by the joint UNCTAD/FAO secretariat to the 4th session
. of the Study Group on Oilseeds, Oils and Fats. The calculationa in this
- study show that the unweighted avérage of correlation co-afficients
between the prices of groundmit oil and the prices of othor soft cils
was 0.76 during the period 1960-1966. ‘

See "An outline of a plan for a promotional campaign in Western Europe"
by tho UNCTAD/GATT International Trade—Centre, December 1969, presented
to the African Groundmut Council.

This estimate is taken from a study by Meétra Intermational for the EEC,
entitled "Analyse économétrique du marché des nléagineux tropicaux".

N

I{ ;
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324. mhe prodlem is complicated by the fact that export production also
fluctuates and hence is unfoveseeabls.

325:  1pe volume of export production is always very uncerxrtain in the :
African countries because of climate and the natural hazards facing all -
agriculture and also because there is a large consumpticrn of groundnuts in

. Beveral countries and because it serves as an extra food when there are

shortfalls in other cereal orops. , ‘ .

Competition among'African exporting countries

326. The inadéqacy of export production has had relatively favourable
effects on prices; but it has apperently not ended the usual keen competition
among African exporting countries on the markets of Western Eurcpe. The
entry of Senegal and Niger into the world market in 1967, follrwing the end-~
ing of the guaranteed outlet for their pmduction in the Buropean Econcmic
Community, did not help to settle this problem.

327. Middlemen are still setting one country against the other and tending

to give colour to the rumour that one country has sold at lower prices than

another. - The African countries do busineas with the various countries with-
out being able to check up on such statements.

Difficultieé,pf maritime transport

328. Onoe the tonnages are sold, they have to be despatched at a "reasonable"
rate. This is not always pnssible, firstly because as several African
producers point out, there is little space available on some lines at certain
. periods; secondly because sea freight costs are generally fairly high and the
‘rates are imposed by maritime conferences without prior discuasion.

Tariff‘and non—-tariff barriers

329. Yet another problem is worthy of mention: the tariff and non-tariff
barriers which hinder exports of groundnuts and groundnut oil. _ ' .

330. The exporting developing countries, especially the African cneg, are
affected in different ways by those barriers. It may therefore be useful to
meke a @istinotion between the obstacles hindering groundmut and groundnut
0il consumption in accordance with whether they are harmful 4o all African
countries in general or only to some. '

331. The first category of restrictive measures hinders the exports of all
African countries in a general way. These include, firstly, support and
protection policies generally designed to protect local production and above
all to ensure that the income of the country's farmers is more or less
comparable with that of the rest of the active populatinn employed in other
sectors of the economy. - ' .
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332. This nrtably is true of the protective measures in force in the United
States, under which groundnut and soya producers have guaranteed outlets and,
under certain conditions,; can sell their crop at so-called support prices,
much higher than the prices ruling on the free market. In addition, the
United States levies very high import duties on groundnuis and especially

- groundnut oil. Imports of these products are, moreover, subject to a quota

system.

. 333, - The EXLC also has a suppert policy for its member States' production
ander the regulations adspted for oils and fats.

334, Without going into the details of the present rather eomplex eystem,

it can be said that producers of olive o0il, which is subjeet to a speecial
regime, have guaranteed outlets and prices. Users of other fats, inocluding
rapeseed and sunflowerseed, receive a subvention equivalent tc the difference
between an indioator price fixed at a fair level for producers, and the wcrld
market price. In addition, the Community may buy these products at an
"intervention" pricn if prices drop below a certain lievel.

335. On the whole the developing countries, whether or not they produce
groundnuts, levy fairly high duties on groundnut and groundnut oil imports,
often for fiscal reasons.

336, The second category of tariff and non-tariff barr1ers ‘affects only
gome of the African producing countries. In practice, the countries
unaffected by these meassures have preferential access tc the markets uf the
developed countries which apply them.

337, TFor example, a 10 per cent ad velorem duty on groundnut seed and 15

per cent un groundnut oil is levied by the United Kingdoem on expcrts from
non-Commonwealth African and other countries, whereas other countries, 1nc1udr
ing African members of the Commonwealth, are exempt.

338. Similarly, groundnut seed and groundnut oil exports from the African
countries associated with the Common Market pay no duties in that market,
whereas groundmit oil exports from African countries that are not associated

h with the Common Market face duties ranging from 5 to 15 per cent, except for
Nigeria which has a tariff quota.

SECTICN IV. International actien on groundnuts

339. International action on groundnuts takes three major forms. ;

A.  Firstly, at the widest international level, it should be recalled
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that in implementation of Tesolution 16 (11) ;/ of the seocond sessicn of
the United Nmtions Conference .n Trade :and Development, the Secretary-
General of UNCTAD and the Director-General of FAO convened a gpecial session
~f the Study Group on Oilseeds, 0Oils and Fatse, which was held in London in
Pebruary 1970. .

-340. The Group decided g/ to set up a Statistical Sub-Committee to collect,
analyse and make available comprehensive statistics and related evaluations
of the current and prospective market situation sor cilseeds, oils, fats, .

oilcakes and meals.

341. The Study, Group suggested to the FAO Committee on Commodity Pruducts

that the Group's.pame should be changed to "Intergovernmental Consultative

Committee on Oilseeds, Oils and Fats".

1342. On the basis of the data obtained by the Statistiocal Sub-Comni ttee,
the Consultative Committee woulds: o : ‘

(a) identify specific problems oaliing for short-term action;

(b) after examining all national, regional or international
measures already being taken or envisaged for dealing with
these problems, make recommendations, if neoessary, for the
co—ordination of such measures and for additional informal
short-term measures which might be taken. -

343. The Group also recommended ts the FAO Committee on Commodity Prcblems
and the UNCTAD Committee on Cemmodities that the status of the Intergovern—
mental Consultative Commitiee on Oilseeds, 0Oils and Fats be changed to that
of an FAO/UNCTA) Intergovernmental Concultative Committee on Oilseeds, Oils
and Fats. C

344. The Group also examined the short-term problems for the market as a
whole and for given products. It studied the problems involved in the
interchangeability of various commodities, and those based on short-term
imbalances between export availabilities and impart requirements.

345. A preliminary examination was made of methods of co;ordinating
national and international measures already taken or envisaged for solving

! -~

1/ Oilseeis and fats are among the commodities for which international
action was recommended under resolution 16(II).

2/ See the Report of the Special Session of the Study Group on Oilseeds,
Oils and Fats, TD/B/C.1/86. K
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the problems in question. It was corgidered, for example, that when supplies
of ~né o0il substance or another were inadequate, the countries concerned
should agree to place existing stocks on the market, and that conversely, if
there were a surplus either f>r the whols market or for some products, the
various countriés could temporarily withhold stocks or grant food aid if the
necesgery financial resources were made available +o them, o
346. The Croup made a further examination of long-term measures already
jdentified at previous sessions as approaches worthy of special attention.
Measures conceTning trade liberalization, trade promotion, buffer stocks,
internationally-financed food aid, productivity and diversification were
discussed. B

347. However, in view of the complexity of the problems involved, the Group
decided to'refer them to the Intergovernmental Consultative Committee. 1

B. Within GATT there are various bodies dealing with problems of liberal-
izing trade in ocilseeds and fats.

348. However, this is apparently the particular task of the Agriculture
Committee. Oilseeds are among the commodities whose problems under the
Committee's work programme, have to be identified befnre apprepriate spolu-
tions can be found. '

349. At its last session 2/ the Committee agreed that it had identified the
problems of oilseeds and vegetable oils and that it should now seek for
mutaally acceptable solutions to those problems, based on specific proposals
by delegations.

350f"The delegations of Nigeria and Ceylon, supperted by several others,
made' proposals for the reduction and elimination of tariff, non-tariff and
other bar;'iél‘s to trade in itropical oilseeds and vegetable oils. -

351. It was suggesied that member countries directly concerned by the
request by Nigeria and Ceylon should agree to meintain the status quo on the
varriers in question for the time being. However, since several >f the

;/ The following countries took part in the special sessions Algeria,
Argéntina,-Auétralia,-Austria,'Belgium,'Bolivia, Brazil, Buigaria,
Cameroon, Canada Ceylon, Colombia, Denmark, Dominican Republic, Bouador,
El Salvader, Ethiopia, Finland, France, Gabon, Federal Republic sf -
Germany, Ghana, Oreece, Hungary, Indonesis, India, Israel, Italy, Ivory
Coast, Japan, Kenya, Iiberia, Madagascar, Malavi, Malaysia,; Mexioa,
Morocco, Netherlands, New Zealand, Niger, Nigeria, Norway, Pakistan, Peru,

- Philippines, Poland, Portugal, Rumania, Senegal, South Africa, Spain,
Sudan, Sweden, Switzerland, Thailand, Togo, Purkey, United Arab Republic,
United Kingdom, United States, USSR, Venezuela, Yugoslavia.

g/ See Agriculture Committee: Report to the Council, GATT document L/3320.



E/CN.14/WP.1/27
OAU/TRAD/ 26
Page 80

‘member countriss directly concerned :3fused, the Committee decided to cecme
back to the question and to the two proposals after the speoial session of
the EAQ/UNCTAD study group mentioned above.

C. The work of the African Groundmut Council is more limited in context,
since its only members are African groundnut-producing countries. l/ ‘

352. Under its statutes, the Afriocan Groundmut Council, founded in 1964,
pursues the following objeétives:

1. To ensure through adequate joint action remunerative prices for
groundnut and its by-produets in the world market;

2. To promote the expansion of consumption of groundnut;

3. To organize exchange of technical and scientific information on
" research relating to the production, marketing and possible uses
of groundnut;

4. To establish continuous liaison, discuse preblems of mutual
interest and advance srcial and economic relations among the
contracting Parties.

353. At ite last seseion, held &t Khartoum last April, the Council apparently
" examined various questions including the ee-ordinatiorn of member States’
‘position regarding a draft international agreement on cilseeds, oils and fats
- submitted to them, and on the results nf the special 'session of the Study
Group on Oilseeds, Oils and Fats.

354. This ysas has also beon marked by the installatiun of a European Sales
Promotion Office in Geneva, responsible for generic publicity on African
groundnmuts. The target is to increase groundnut cales in various Westemn
Buropean markets, including France, the United Kingdom and Germany.

355. The aim of the proposed campaign, if our infommation is correct, 2/
is to increase the annual consumption growth rate of groundmutis from the
present 3.5 per cent ¢ & per cent.

356. According to the plan put forward by the UNCTAD/GATT Intemational
Trade Centre, this campaign should contlnue for three years &t i-2st to have

1/ The following countries are now members of the African Groundnut
Councils N1ger1a, Senegal, nger, Mali, Gambia, Sudan, Demccratic
’ Republ*c of the Coqgo.

g/ See "Outline of a plan for a promotional campaign in Western Europe"
presented by the UNCTAD/GATT Internatlonal Trade Centre to the African
Groundnut Couneil.
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any effect. It would be liuanced by a levy of half to one per cent of the
value of member countries! exports. This would produce some §1,500,000 to
$2,000,000. There might alsn be contributions from traders in importing
countries affeoted by the sampaign. '

(4

SECTION V. Proposals for joist action by producing countries

A. Critical examination Qf international action

357. As regards'ihternational action in the widest sense, the most important
event of the last few months is certainly the special session of the Study
Group on Oilseeds, Oils and Fats held under the joint auspices of UNCTAD and
FAQ. _

358. As the UNCTAD secretariat recalls in a note ;/ "the specific purpose"

. of the Special Sesgion was "to undertake further consultations in accordance
vith Conference resolution 16 (II) C and, to the extent possible, make
rractical prrposals focr shori-term action and long-term measures for inter-
governmental arrangements, as well as to. consider whether any additional
continuing machinery was required".

359. Probably the Special Session's most important decision was to set up an
Intergovernmental Congultative Committee on Oilseeds, Oils and Fats in
replacement of the Study Group on Oilseeds, Oils and Fats. :

360. The Consultative Committee has been given a much more azctive role than
the group which it is replacing, since its terms of reference are not only
to "identily s ecific problems callirg for short-term action", but also to
make recommenastions fur toe cuo—erdination of all national, regional or
international measures already being taken or envisaged for dealing with the
problens involved.

361. The Committee may make recbmmandations concerning adoption of further
informal, shori-term measures, and here there is m clear difference compared
with the terms of reference of the Study Group. :

362. During the session the possibility of adopting measures similar to
those fer hard fibres was envisaged,; to reduce short-term price fluctuations.

363. However,” as regards long-term problems (including, apparently, the
possible conclusion of a world agreement on oilseeds, although the report
in question does not sdy so explicitly), the Speocial Session requested the
Intergnvernmental Consultative Committee to find solutions.

;/ See Report of the Special Session of the Study Group on Oilseeds, Oils
and Fats (TD/B/C.1/86).
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364. e Croup agreed that in view of their®complexity", those elements

of the long-term problems which involved special attention would be referred
1o the proposed Intergovernmental Consultatlve Committee for further con-
sideration. ;/

365. It remains to be seen how, and how seon, the new Committee will manage
to carry out its heavy tasks.

. 366. As regards the African Groundnut Council, the oreation of a Sales

. " Promotion Office is obviously & step in the right direction.

367. Generic publicity for African groundmats in Western Burope could help
to enlarge and in any case consolidate the present outlets which are
increasingly threatened by ccmpetition from 3oybean, sunflowerseed and
rapeseed if, of course, the campaign is carried out with the necessary skill
and on the necessary scale, and over a long enough period for durable results
to be made possible.

368. Mureover, through the Bureau, the member countries of the Council may
keep in more direct touch with the Buropean trade than has hitherto been
poasible. .

369, The establishment of the Promotion Bureau is one of the first major
decisions taken by the Council after its ™interim period" 2/ and the
impertance of this should be streassed.

370. Hewever, it may be considered that the African Groundnut Cuuncil is
far from having exhausted its possibilities of action in solving member
States' continuing preblems.

371. These possibilities are limited, notably by the constant threat of
groundnuts being replaced by other oil products produced in the develuped

l/ oF. cit.

_/- Under Article 4 of the Council's statutes, after an interim period of
three years during which "the Council shall be empowered ..... to make
t0 the ountracting Governments recommendations relating to the marketing
on the international market of groundnuts and its by-preducts exported

«~ by the partiocipating countries™, "the agreement will be reconsidered so
as to give the Council the puwer to take binding decisions relating to
the policy of markeving on the international market of groundnuts and
ite by-products exported by the participating countries". The 1nterim
perlod, vhich began in 1965, was later prolenged by one year.
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countries or even by synthetics for certain end uses, and also because in
gseveral Weatern European markets, nctably in France, consumption is reaching
a ceiling beyond which it will be hard to expand. The possibilities may
alsn be limited by the preference of scme member States for an intergovern-—
mental arrangement on a wcrld-wide scale.

372. This said, it is still true that within the oilseed group, groundmuis,
and in particular groundmut oil, have a relatively "independent" market
compared with many other products, and that in some Western European countries
~ consumers prefer it. 1/

373. There is ncthing to stop the member countries of the Council from
trying t» attain a world agreement on oilseeds, or even an informal one more
iimited in scope, if they can co-ordinate their position cn the matter better
than hitherto.

374. However, without prejudging the rapidity with which these targets can
be attained, if they are attained a certain perind will be needed. Experience

of formal and informal intemational agreements shows' that they are unlikelyﬁ
to sclve all the problems thai have been mentioned in any easo. '

- B, Proposals for joint action

375. However, in the relatively near future, the African Groundmut Counocil
could help to snlve some of the major problems,g/ partly or whelly, if
members oould reach agreement.

376, 1. Firatly, the Coeneil should set up a 8ales Commissioen eoiposed of
groundnut sales service managers member countries. This would be
responsible for defining the sales policy to be followed by all member
countries. The Commission, which would meet before and after each groundnut
campaign, or whenever special circumstances required, would be responsible:

(a) for Jetermining the size of eXport availabilities by each
member and allocating them among the various markets, taking
account as far as possible of traditienal trade flows; =

(b) f£or setting the tempe for deliveries so as to avoid excess
" pimultaneocus supply; ’

;/- See Report of the Special Session- of the Study Group on Oilseeds, Oils
and Fats (TD/B/C.l/gz ). . . .

2/ It will be noted that svme of the following propesals have already been
considered by “he Council and which has in some cases agreed tvhat they .
can solve the problems involved. However, to our knuwledge, no
practical steps have been taken to implement them.
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' (¢) for establishing minimum and maximum sales price ranges.

377« 2. To oarry out this polioy the African Groundnut Council would have to
set up a "Joint Sales Bureau'. This would be responsible fors o

(a) direct discussion and negotiation on sales contraots with
. purchasers without going through the warious middlemen as
is the case at present; - 1

(1) defermining, in accordance with the state of the market, the
. spacing out of deliveries from day to day, taking into account
£ instructions received from the Saler Commissiony

(6) keeping member States iﬁfprmed of market developmentay

(d) carrying out systematic continuous prespection and promotion

to enlarge member Staves' outlets ;/ in the traditional

Western Buropean markets as well as in new ones, possibly in

other developing ocountries, and in particular in Africa. 2
378. 3. To implement this policy, the African Groundnut Counecil would have
tm have the necessary funds to equip the Sales Bureau with the facilities
necessary for its operation (including direct methods of commmicaticn with
member countries and purchasers), and also to finance stocking of member

States' groundmt production sn that sales could be made at the best posaible

times. :

379t' Apart from member States' centributions, finanocial agsistance could
be” jointly ‘requested from the appropriate .international imstitutions.

380. 4. To strencthen the borgaining power of the Joint Sales Bureau with

* purchasers, it would be to the interest of the African Groundnut Council to
reoTuit members from other groundmt producing countries firstly in Africas,
and then among the developing countries outside the continent.

1/ In other words, the present Sales Promotion Bureau would be taken over
by the Joint Sales Bureau. ;

g/ For this the member States of the Council would have to agree to sell
on special conditirns in these new markets, as under the Coffee Agreement.
The action proposed here would be different from the long—-standing
demands of the preducing countries for financing ford aid by the inter-
national community in the fomm of groundnuts. _

F
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381s 5. Cemt:ets couldoalso be made with cauntries orf assoeiaticns of
countries producing other oilseeds, espeeially palm o0il, of which there are
many in Africa. The African Groundmut Council would undoubtedly strengthen
its influence if later en, at a stage ef its choice, it could convert

itself into an African Oilseed Council.

382. Non-African producers of other nilseeds alse come te mind. The Asian
Cocomut Community and the Afriean Groundnut Council would both have much to
gain from establishing clnse working relatienships, notably at secretariat
level. Exchange of information on pr~blems encountered by either group ef
commodities and the way in which each organi ation solves them ocould, in
spite of differences in commodity problems, be of great interest.

383, 6. Momber States could undertake concerted antion to. dc away with or at
least reduce non-tariff barriers bampering expansisn af their groundmut and
especially groundnut 0il exports in certain markets.

384. The mrst convenient way of handling this, and the one on wWhich they
ocould probably agree mnst easily, would be to agree an joint campaigning
among governments applying restrictive pelicies tewards all member countries. ;/

' 385. 7. The establishment of a Researoh Institute attached to the Afriocan
Groundmut Council would also be useful. TIts main tasks would be:

(a) to carry out research on new pessibilities of using groundnut
- and by-products;

(v) 4o help member sountries te impreve their prnductivity, which
would increase the competitiveness of groundnuts with substitute
products;

(¢) te keep a permanent check en the quality of member States'
produotion.

;/ See Section III (Problemg and prospects) for the distinction made
between market-access problems concerning all the African Producing
cduntries, and the problems facing some of them.
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£ ' .CHAPTER V
RUBEER y .
. ‘ ) ‘( t * -r * . ‘ ] : ‘ o - )

SECTION. I. The world market position : . ‘ -

A% Production

386. Total world production of natural rubber rose frem 2,635,000 tons in
1968 to 2,872,000 tons in 1969. 2/ :

387. In caloulating fheAtotal supply over these twe years, releases from the
United States stockpile must be added. These fell from 74,000 tons in ;968
to 35,000 tons in 1969, when they were suspendsed.

388. Malayeia is the world's major.produrer of natural rubber. In 1969 its

- ‘output was probably 1,280,000 tons, or 45 per cent of the tetal world Produc-
tion. Together, Malaysia and Indonesia acceunted for 70 per cent of world
production for that year. ' ’

389. World production of synthetic rubber is estimated to have risen from
4,012,000 tons in 1968 to 4,525,000 tons in 1969. Of these, 2,286,274 tone
were manufactured in the United States and the remainder in other developed
market—economy countries, but alss in .some of the” develeping countries includ-
ing Brazil, India,_Argent;na-and Mexioo: - '

1

B. Exporis ‘ ' ' .

390. World expcrts of natﬁﬁai Tubber amounted to 2,497,500 toms in 1968 and
to 2,712,500 tons in 1969, '

391. Exports from Malaysia in 1968 amounted to 1,114,227 tons, or approximately .
42 per cent of the total world exports of natural rubber. Exports from
Malaysia and Indonesia combined were B8lightly less than 75 per cent of the
world total. '

C. Imports
392. Almost the éntiré'wnrld production of natural rubber is exparted to

1/ Statistics in this study ave taken mainly from the Rubber Statisticsl
Bulletin, the International Rubber Study Group's report to UNCTAD for
1969, and various UNCTAD reportd.

2/ 8ee the Rubber Statistical Bulletin, April 1970.
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comparatively few countries. As shown in Table 1, markets in the United
States, the United Kingdom and other Western European countries (mainly the
Federal Republic of Germany, France and Italy) account for over half the
quantities imported, the remainder going to the Soviet Union, Japan and
Mainland China. ' '

393. Unlike the natural product, synthetic rubber is largely what might be
called self-consumed by the producing countries, and only 26 per cent of the
world production finds its way into the international trade. Western Europe
and North America share the market, accounting for 49 and 42 per cent
respectively. :

SECTION II. Position of the African countries on the world market

A. Production

394. At first glance, African preduction of natural rubber appears to have
increased rapidly in recent years, having risen from a yearly average of
150,000 tons during the perind 1961-1963 to 169,000 tons in’1966-1968, to
183,000 tons in 1969. o ' s .

395. In point of fact, African production =till aceocunts for a very small
percentage of the world total (5 per cent in 1967). No less remarkable is
the fact that the average growth rate from 1961-1963 to 1966-1968 was only
2.4 per cent. This should be compared with the growth rate of world preduc-
tion (3.5 per cent) and Asian production (3.6 per cent), as shown in Table 2.

396. There are several African countries which -produce natural rubber, the
most important being Liberia, Nigeria, Ghana, Democratic Hepublic nf the Cengo,
the Federal Republic of Camerson, Ivory Coast and the Central African .

" Republiec. '

B. oxrts

- 397. African exports ~f natural rubber are mainly from the above mentisaned
countries, as shown in Table 3. 1In 1967 they represented only 6 per cent ef
- the total world volume and 5 per cent of the value. .

398. Liberia is one of the ¢ldest African natural Tubber exporters. At
present it is the major exporter, but as shown in Table 3, it alternates
with Nigeria from one year to the next. .

399. It will alse be seen that other expnrting eountries whieh admittedly are
newooumers to natural rubber production and have less tonnage available, are
currently increasing the rate of their exports as fnast ag - or in some cases
even faster than - the two countries just referred to.
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. Table 2: Supply of patural rubber
Average . Averages
annual
growth _ . ' 8,
' 1961-63 , | 1966 1967 | 1968 196
to 1961-63 1966-68
196668 '
Per cent (Thousani'tons)
PROTUCTION ) ,
Malaysia 4.5 833 1 035 998 998 1110 1 240
Indonesia 2.7 649 743 716 162 752 762
Thailand 3.6 190 227 207 214 259 270
Ceylon 6.7 102 141 | 131 143 148 154
Other Asian
countries 0.5 174 178 _ 197 180 176 186
Total produetimn . .
of Asian countries 3.6 1 948 2 324 2 229 2 297 2 445 2 612
Africa 2.4 150 169 177 164 166 183
Latin America 0.7 29 30 31 28 30 30
Tatal production 3;5 2 127 2 523 2 437 2 489 2 642 2 825
11.6 64 11 159 101 T4 35
TOPAL SUPPLY 3.8 2 191 2 634 2 596 2 590 2 716 2 860

Source: Rubber Statistical Bulletin,

a/ Estimates

April 1970.
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C. QCutlets for African exports

400. The OECD countries 1/ provide the major and, in fact, almost the only
outlets used at the present time for African natural rubber axports. :

401. Two vast consumer areas, the United States and the European members of

‘the OECD, share the African exporte in almost equal proportione, as shown in

Table 4.

402. There are, however, distinct structﬁfal'differences in the individual
exporting countries' outlets. The greater part of ILiberia's revenue from
Tubber exports, for instance, comes from the United States (see Table 4).

‘The 'relevant figure is 21,458,000 dollars, as against 'Liberia's exports to
* the other countrissg listed, which amount to 7+585,000 dollars. The outlets

for Figerian exports, howsver, are a little more diversified, including over
8 million dollars in sales %o North America and 12,615,000 in sales to the
OECD countries in Europe. :

403. This is not the only difference between these two countries as regards
their position on the world rubber market.

D. Importance of natural rubber exports for the African countries

404. Comparing the extent to which they depend on revenue deiived from rubber
exports, one is struck by the disparity between the percentages (17(5 in the
case of Liberia, and 2.6 in that of Nigeria). 2/ Moreover, it should be noted
that, generally speaking, in the other African countries concerned rubber
sales account for only a comparatively small share of their export receipts.
In a way, this has proved to be just as well, owihg to the steady decline in
unit prices which seems to have marked the African countries' receipts from
the rubber trade as a whole from 1964 to 1967. This price recession was .
pertieularly sharp in 1965 and 1966, when tonnage rose from 154,000 to 170,000
but expdrt receipts fell fram 75,400,000 to 14,400,000 dollars.

SECTiCN'III. Problems and prospecta

405. Less tham a year ago, the position of the international naturﬁl Tubber
market might have seemed & priori to be:satisfactory in many respects.

406, After establishing a record level in 1968, world natural rubber produc-
tion broke through yet another barrier in 1969. World consumption of natural
rubber was also growing fairly rapidly. - ‘ \

A/ See Table 5
g/ See Table 5
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407. Prices, which had risen substantially in 1968, increased 8till further
in 1969, ;/ when in February eof that year the United States Government decided
to terminate sales from stockpile releases.

408. Needless to say, that approach was not altogether in keeping with the
realities of 1970, and even in 1969 it was not considered fully satisfactory
from several important standpoints. - : :

Current trend towards lower prices

409. There has been a marked decline.in the international rubber market in
recent months. The trend is towards a fall in prices, and the announcement g/
on 16 April last that 169,000 tons. of natural rubber were to be released frem
the United States stockpile did nothing to improve the market position.

Competition from synthetic rubber

410. Above all, the basic problems of the international market are still the
same as in 1969,

411. The major problem, of course, is that of competition from synthetic
rubber. This is mainly a case of technically superior properties or more
attractive prices of one or other product édcording to the end-use for which
it is intended. For some purpeses, synthetic rubber has Droperties which are
technically superior to those of natural rubber, while frr others the'reverse
is true. ‘

412. In between there is an area in which natural rubber and’synthetic rubber
compete mainly; on price greunds, or in which some blend of the two is
technically-preferable to either used alone. 3/

413. To help solve the problem of competition between the two types of
elastomer, the Producing countries have been trying for several years past
to reduce production costs, either by replantin bigh~yielding clenes or by
develcping improved grades of natural rubber._47 _

;/ Average prices of natural rubber were one-~third higher in 1969 than in
1968. - '

See Marchés tropicaux, 21 May 1970

See "International Policies for theiﬂbrld-Rubber Market apd the
Improvement of their Factual Bagis". Note by the UNCTAD seoretariat.
TD/B/C.1/SYN/11.

See paragraph below on problems facing the producer countries in
marketing these products.

& K
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414. Meanwhile natural rubber has been losing ground for several years past
as compared with the synthetic product. Frrm 1961-63 to 1966-68, the growth

. rate for natural rubber production was only 3.5 per cent, while that of

. ;aynthetlc rubber was 9.7 per cent. Over the same period the growth rates for
natural Tubber and synthetic rubber consumption in the developed market
economy countries (which are practically the only outlets for African natural

. rubber exports) were 3.7 and 10 per cent regspestively. This led to a marked
decline in natural rubber's share in world elastomer consumption, which fell
from 44 per cent in 1961-63 to .roughly 37 per cent at the present time.

Fluctuatlons in natural rubber prices

415. Another basic problem confronting the African countries as well as other
producers of natural rubber, is that of price fluetuations. Indeed, natural
rubber is one of the commodities for whiech prices fluectuate most, due mainly
to speculation but also to alternating accoumulation of stecks and releases
from stockpiles. In this way, the gap between the unit prices of rubber
exports and the general trend was roughly 16 per cent during the period

1953-1964. 1/

Barriers to the trade in natural rubbex

416. So far, less attentinn has been glven t2 the problem nf obstacles. to the
natural ribber g/ trade than to that of price fiuctuationa, but it is becoming
inereasingly acute.

417. In actual fact, natural rubber when placed on the market in its crude.

form is either subjéeot to various restrictions in some of the oentrally-planned
economy countries, or ia liable to customs duties in some .of the deévelcping.
countiriesy but generally speaking it is exempt from tariff cr non-tariff
restrictions in the developed market economy countries which are of ocourse

the major outlets. :

418. In the latter, obstacles are raised mainly to imports of new and impreved
grades of natural rubber, that is to say, rubber which acoordlng %o the
Standard Malaysian Rubber model has undergonc certain processes to strengthen
it and adapt it to the technlcal standards of the 1ndustr1es for wh1ch it is

13 lntende d. .

1/ See UNCTAD TD/B/C.1/46/Rev.1.

2/ Sove “Barriers to trade in raw,’ Bemi-processed and improved forms of
natural rtubber". Note by the UNCTAD secretariat. Document
TD/B/C.1/STN/24.
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419, It so happens that these improved grades of rubber have experienced
eongiderable sucoess with consumers and that the expsrting countries, rightly
perceiving a means of increasing the value of natural rubber, have sub- -
stantially expanded production in barely five years so that it is anticipated
production capacities might exceed 400,000 tons as early as this year. ;/"
420. The fact still remains,; however, that several of these new varieties are *
faced, in one form or ether and for various reasons (not the least of which

would appear to be the difficulty of categoriszing. the varieties correctly

from the point of view of tariffs) with tariff barriers on the markets of the

United States of Americd, the Eurnpean Boonomic Community, the United Kingdom

and Japan in particular.

SECTION IV, Internationél'action in the sphere of rubber

421. International actisn in the sphere of rubber is taking place.on a mumber
of fronts: ‘ :

422, Firstly in UNCTAD rubber is one of the produsts being considered by the
Permanent Group on Synthetics and Substitutes. At its most recent session.
this Group passed a resoluticn concerning various aspeots of rubber problems,
calling in particular for the liberalization of trade in the new improved
grades. ~ The UNCTAD secretariat has been devo*ing several reports te rubber,
while constructing an econometric model nf the world rubber market.

423. Next, the activities of the International Rubber Study Group g/ should
also be noted. Ite Natural and Synthetic Rubber Producers Consultative
Committee ;/ met in Paris in October 1968 and gave detailed consideration to
papers which had been prepared sn: =

1/ An indication of the success achieved with these new grades is that they
conatitute virtually the whole of Ivory Coast's production. :

g/ The International Rubber Study Group is an inter-governmental erganizatien
compriaing the following countries: Australia, Austria, Belgium, Brazil,
Burma, Cambodia, Federal Republic of Cameroon, Canada, Ceylon, _ N
Czechoslovakia, Denmark, France, Federal Republic of Germany, Hungary,
India, Indonesia, Itely, Ivory Coast, Japan, Liberia, Malaysia,
Netherlands, Nigeria, Singapore, Sweden, Thailand, USSR, United Kingdom,
United States of Amerina and Republic of South Viet-Nam, .

é/ See in this connection the report «f the International Rubber Study
Group in Commodity Survey 1969 (TD/B/6ui(V) Miav.l/Add:2)Z “Tho summary
glven_hers of the Grrup's activities is largely based on that Report.
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a) " the areas in which the usage of general-purpose elagtomers ie
determined on technical -grounds, and the areas in which substi-
tution is possible on price considerations;

. ‘b) production costs of general-purpose synthetic rubbers and of
natural rubber; x

» ' " '6) rukber marketlng practices and the advisability of establishing
a fair marketlng code for rubber. E

’ 424. With regard to marketing practices and a fair marketing ocode, the
Committee agreed on certain giiding principles which it decided to submit to
the Group for approval. The Committee also decided to request the Group to
undertake a detailed analysis of the market for all rubbers with a view to
determining the nature of likely future problems and the ways wh1ch they oould
be resolved or minimized.

425. The two recommendations were subaequently accepted by the International
Rubber Study Group. .

- 426. The member CGovernments were requested to give conasideration to the
guiding principles in question in implementing their maTketing policies.

- In addition, tke General Secretariat of the Group was authorised to under-
take a comprehensive study of the short and long-térw problems Jonfronting
the rubber market and of the necessary sclutions, aud to request accordingly
the assistance cf several 1nternatlonal organizations, 1nclud1ng UNCTAD, FAQ
and IBRD.

427 The Group held ite most reoent Assembly in July 1969 in London. This

- meeting is repcried to have enablecd the member countries to review the pregress
of various stidieés tisn being undcortalen and to take a number of decisions
designed to improve the LOlleCthl and dissemination of statistiecal data

relating to rubber. -

428. A symposium on the marketing of new improved grades of natural iubdber
was held in oonaunctlon with this twentleth Assembly.

429. On another level, and in a field which is o>f vital importance to the
¢ producing countries, mention shoulid be made >f the efforts made by various
“international nsrganipations to os-ordinate the actlivities of the bodies which
are engaged, in several COuntroes, in 501ent1flo and technical research on
- Tabber. : ‘ : "

~430. Particular mention should be made of the International- -Rubber Research
and Development Beard, which includes the rubber research institutee. of
Malaysia, Indonesia, Ceylon and India, and the Institut Frangais du Caoutchouc,
which groups the research institutes of the Franc zone, including that of
Ivory Coast. For some years the Erard has been engaged in promoting and
organizing a measure of co—operation among its various national member
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institutes, particularly dissemination of the findings of their remsearch and
the establishment of joint standards. :

431. Last but not least, several countries which produce natural Tubber have
been tending for some time to co-ordinate to some extent their rubber market- ,

ing pelicies.

432. Thus, in October 1969 at Kuala Iumpur, on Malaysia's initiative, it was ”
agreed to set up an Association of Natural Rubber Preducing Countries, 1/ '
the aim of which is to take joint marketing measures to maintain natural

Tubber prices at equitable and remunerative levels. The Association will alse
examine the marketing mechanism and present techniques and practices in this

- field, and strengthen collaboration between natural rubber producing

countries to improve their efficiency, encourage consumption of natural

rubber and examine any possible immediate and long-term solutions to the

preblems facing the producing countries.

433. According to certain information in the Press, g/ the Ass>oiation should
now have a really good chance of making some headway in that it can count on
the effeoctive support of Ceylon, Indonesia, Thailand and Malaysia, all
oountries which have ratified the agreement setting up the Agsroiaticn.

- 434. Furthermore, still at the level of the mbber-producing oountrles, “but
within narr>w geegraphical limits, Thailand and Malaysia would seem to have
decided ;/ in October 1969 to join Singapore in the joint natural rubber
marketing scheme uf Asian natural rubber producing countries. Indonesia has
agreed in principle to take part in the joint natural rubber marketing scheme,
which is designed to eliminate manipulation of natural rubber prioces.

SECTION V. Prcposals for cencerted action by producing countries’

A, Critical examination of international action

435. International action in the sphere of rubber is, as we have seen, very
intense. The various bodies which, in one way or another, are concermed with
the problems conneoted with this produet have been greatly increasing the

_/ See the Joint Cemmunique of the Conference of Natural Rubber Preducing
Countries, contained in the Summary of Prmceedings of the Nineteenth
Agsembly - Sac Paulo, 16 - 20 October 1967. Delegations of Ceylen,
Indonesia, Liberia, Singapore, Thailand, South Viet-Nam and Malaysia
attended the Cnnference. Bumma and Gambodla were present as observers.

2/ See Financial Times of 27 February 1970.
'3/ See Financial Times of 13 October 1969.
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number of consultations and meetings at-all levels between natural rubber
producing and ccruumiag countries on the one hand, and between natural rubber
producing countries and synthetic rubber producing countries on the other, in
the hope of finding the required snlutions. '

436, As a result, the problems are relatively better known now than they were
ten years ago, or even three years ago at the time of the great crisis which
shook the natural rubber industry beocause they have heen studied more closely.

437. Undoubtedly there still exist considerable gaps in present knowledge of
the basic aspects of the world rubber market and the way in which it reacts. ;/
Nevertheless, most of these gaps have nmow been identified, and in particular

one is beginning to know where to seek the nocessary solutions.

438.'It should also be noted that the producing countries as a whole are
showing greater determination than Previougly to co-nperate actively in seek-
ing ways and means »f helping them overvome and reduce existing difficulties.

439. Accordingly, some of them, to be precise several Asian producing countries,
‘have set up their own Association: The Association of Natural Hubber Produsing
Countries. Judging by our information on the sub ject, however, this Association
does not yet seem to have got properly under way. In the meantime problems
continue to arise and in certain cases to become more acuie.

440. As Africa plays such a small part in wnrld rubber exports compared, for
 example, to Asia, and as Africa's capacity to influence the rubber market thus
seema to be very limited, it might be tempting to adopt an attitude c¢f resig-
nation in the face of the present situation and to come to terms with it.

44). The guestion which now arises is precisely to ascertain whether the
African produning countries are really doomed to total impoctence in the face
of the pregent situation -- in other wnrds whether collectively, in conjundtion
2T not in.conjunction with other producing countries, they are in a pesition
to make any contribution at all %o the solution of problems whioh arise on the
world rabber market, particularly problems which directly affect themselves.

B. Propasals for concerted action

442.'Sevexa1 stretegies meem possible.

443. 1) The one which appears the most appropriate would be for the African
countries, together with other producers, to campaign to conclud~ an inter-
national agreement or arrangement embracing all the natural and synthetic

e, .

1/ See in this connections International Policies for the Werld Rubber
Market and the Improvement of their Factual Basis.
(UNCTAD document TD/B/C.1/SYN/11).
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Tubber producing countries and the omsuming countries, as recommended by the
Conference of Natural Fubber Producing Countries. 1

444. It is indeed probable that only a solution of thie type would be likely
to bring about a radical solution to the major problem of competition between
natural rubber and synthetic rubber by making it pcssible to plan all rubber
production on the basis of the anticipated rate of increase in world demand,
~everything possible of course being done to ensure that natural rubber
retains at lsast its present share of the marnet.

445. It is to be expected, however, that such an idea will encounter, in the
present state of affairs, a good deal of opposition from several countries.
In the event of the producing countries themselves managing to agree on such
a2 solution, they should meke a serious study of the ways in which it would
be put into practice by the competent international crgani zation concerned,
in this case UNCTAD. If the preposal proved technically feasible, the pro-
ducing countries should bring the necesgary pressure to bear to have it

implemented.

_446. 2) With regard to the fluctuations in natural rubber prices, the produoc-
ing countries might act in concert and combine their efforts either to have
a buffer stock scheme applied or themselves to set up an export gquots
mechanism. From a technical and practical standpoint, the former solution,
i.e. the one involving the establishment of o buffer stock and operating
preferably within the framework of the internstional agreement envisaged above,

would probably be easier to put into practice.

447. The latter solution, which would be linked to a system of export quotas
in conjunotion with control of produst.on, would certainly present many more

problems for the producing countries.

448. Contingent on more detailed studies being made on this subject, it is
Probable that the African countries, whose production potential is being fully
developed, would have more to gain at the present stage from the introduotion
of a buffer stook scheme.

449. On the other hand, most of them would certeinly not be able to contribute
to the pre-financing of such a scheme. Hence vhey might combine with other
produeing countries to eéncourage the international financing institutions and
the rubber trade to finance a very large part of the initial expenditure on
such a stock. : .

1/ See the Joint Communiqué of the Conference of Natural Rubber Producing
Countries, held at Kuala Lumpur on 2 — 4 October 1967, contained in the
Sunmary of Proceedings of the Nineteenth Assembiy of the Internaticnal

Rubber Study Group.
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450. One would only have recourse to the second solution - that involving
the establishment of a system of export quotas - if it proved extremely
difficult to apply the first solution and if the situation regarding the

stability of natural rubber prices became really catastrophio.

451. 3) The Afriocan countries concerned should in any case contact the
Association of Natural Rubber Producing Countries in order to leam of each
other's aims and their projects and te congider, in the light of the informé-~
tion received, the advisability of joining those countries.: .

452. 4) It would be in the interest of the praducing countries to agree on
standardization of the different types of natural rubber prcduced. All the
natural rubber produced .and sold in accordance with certain technical :
specifications should actually comply with the game specifications, bear the
same name and be packaged end wrapped in the same manner, whatever the country
of origin. Such standardization would help reduce produotion costs and
increase the value ~f natural rubber products, thus improving their competitive

position vis-a-vis synthetic rubbez products.

453. 5) The producing countries might join forces to establish a joint
marketing scheme for their natural rubber products. This would enable them
not only to have a direst centact with the oonsumers, which is net at present
the case, but alsn to be in a better position to face up to the competiticn
of synthetic rubber producers, who are already organized on such a basis.

.454. 6) Such organigpation would seem to be particularly desirable for the
marketing of impreved grades of natural rubber beceuse the need fur a welle
nrganized after-sales technical serviee is being increasingly felt. Individual
Producers, including the largest of them, appear to be experiencing considerable
difficulties in setting up such a service. Hence in this connection too, they
should co-operate among each other instead of wagting their efforts in
unco~ordinated activities.

455. 7) The pruducing countries might examine the possibility of requesting
finanoial assistance at the same time ag international technical assistance
with a view to combatting the problems of controlling and improving the quality
of natural rubber and to undertaking research work designed to make natursl
Trubber more competitive.

456. 8) Joint overtures by these countries would also be useful in encourag-
ing the developed countries to facilitate access to their markets for improved
grades of natural rubbers.

457. 9) The producing countries should alse Teppect the guiding principles
formulated with regard to fair marketing practioces and strive to make them
rugpected,
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458. With regard to the disposal of strategic stockpiles, overtures would
appear to have already been made in the past with the authorities of the

countries concerned. There are grounds for supposing that they would have
greater chances of success 1f they were made jointly by all the produclng

countries.

459. 10) VWith regard to-just the African producing countries, they have

apprrtunities for action in the field of research. They would, it seems, be
well advised to set up the proposed African natural rubber centre, a project
mooted at the meeting held in Lagns by the Internatlonal Rubdber Study CGroup

but not yet followed up.

460. The establishment of such a centre seems to be very necessary in view

of the conditions peouliar t5 Africa and the relatively unco-ordinated effcrts

being made by various Afr1can»oountr1es in this flald.

W,
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| CHAPTER VI

Y/

" IRON ORE

SECTION I. The world iron ore market."/

A.  Production -

461. In 1968, world output of iron ore amounted to 629.4 million tons
(actual tonnage) ¢r 345.5 million tons (iron content). : :

462. Between 1960 and 1968 the geographical distribution of iron ore output
obanged a great deal. In 1960, 55 per cent of world output (actual tonnage)
wag concentrated in Western Europe and North America. Today these regions
together account for only 40 per cent. Eastern Eurnpe (mainly the USSR)
supplies some 30 per cent of the production. ’

463, The other quarter cbmes from the developing countries: 10 per cent from
Latin America, 6 psr cent from Africa and 6 per cent from Asia (seé Tabdble 1).

464. Iton ore output is mainly consumed in the four major sieel-making areas
(Eurqpean Econom;c-Cppmgnity/Upited Kingdom, United States, USSR and Japan).

465. Japan produces practically no iron ore, but the other three major con-
suming areas are also large-scale iron-ore producers. However, in varying
degrees their output falls short of their requirements, with the exception
of the USSR, which is the world's major iron ore producer.

B. - Exports

466, Between 1960 and 1968, werld iron ore exports went up from 80,600,000
in 1960 to 153,500,000 tons (iron content) in 1968.

467. As will be seen fiom Table 2, exports from the develeping countries
expanded similarly apnd like world exports almost doubled between 1960 and
1968 .l : " : ) : '

;/ The statistics quoted in this study are taken from an UNCTAD xepext
- entitled "Problems of the-iron ore market" (TD/B/C.1/IRON ORE/R.2),
v .o .. Trem an Goonomic Commission for Europe report entitled "The lorld
market for irun ore" (ST/ZCE/STEEL/24). :
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Table 1: Production of iron ore, 1950 — 1968 E/

1950 1957 1960 1965 1966 1967 1968
(millien tons, iron content) :
World 114.7 195.3 | 222.4 | 307.7 319.8 321.8 345.5
Develcping countries 9.4 30.1 46.8 80.4 85,0 88.4 88.4
A-lgeria 1.4 1-5 1-8 1-6 0.9 T 1.3 1.6
Brazil 1.4 | 3.4 6.1 { 14.1 } 15.8 - 17.2. 17.0
Chile 1.8 . 1.8. 3.7 7.8 7.8 6.9 T+5
India 1.9 4.8 9.9 14.5 16.4 15.9 17.2
Libveria -— . 1!3 . 109 10:3 11-3 11'56 12.2
Malaysia 0.3 1.8 3.3 3.9 3.3 3.0 3.0
Mauritania - - - | 3.9 4.7 4.8 4.9
Mexico G.3 0.6 " 0.6 1.6 1.5 | 1.7 1.9
Peru - 2.1 3.1 4-4 4.7 4-6 4-5
Sierra lLeone 0.7 0.8 0.9 1.4 1.3 1.4 1.6
Swaziland — - o . 0.5 1.0 1.1 1,2
Venezuela 0.1 9.1 1l.9 11.3 11.4 10.9 10.9
Others 1.6 3.8 3.6 5.1 5.0 8.1 4.9
Developed market
economy countries 82.1 |[117.4 | 115.1 | 134.9 | 138.1 138.3 151.3
Austria . 0.6 1.1 1.1 | 1.1 1.1 1.1 1.1
Canads 1.8 10.5 10.5 21.8 22.6. 23.3 26.7
Pederal Republic , :
nf Germany 2.8 4.2 4.4 2.9 2.6 2.4 2.2
France 9&8 1706 20.1 lall 1702 15.5 17.3
Japan 0.5 Q.7 1.0 1.4 1.4 1.3 1.2
Tuxembourg 1.1 1.7 1.7 .6 1.6 106 1.6
Korway o 0.2 1.0 1.1 1.7 1T 2.3 | 2.6
South Africa 0.7 1.3 2.0 3.8 4.4 5.0 52
Sweden 8.3 11.8 | 13.0 | 17.6 | 16.9 17.0 19.7 s
United Kingdom 3.8 4.6 4.7 4.2 . 3.7 3.6 3.9
United States 49.3 55.2 47.6 50.6 52.2 48.8 49.9
Others 1.7 5.4 5¢3 5T 5.4 5.3 52 \
Socialist countries )
of BEagtem Eu.rone 23.2 46.7 ) 60. 2~ 9204 26- i 101.2 192.2
USSR 22.1 44.5 5T+3 89.0 | 93.0 - 97.6 102.7
otherﬂ 1.1 2.2 2.9 304 3-7 3-6 302

. Suureest: Reproduoed from: Problems of the iron ore market ('I'D/B/C 1/IRON ORE/R.2/
B Add.l) which quotes The World Market for Iron Ore (United Nations
- . publlcatlon, Salce Yo.s BE. 69 II. E,lo ST ECE STEE gz o

g/ Excluding the soclallat oountriéé of Asia.
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Table 2: .Exports o: iron ore, 1950 - 1968
1950 | 1957 | 1960 | 1965 | 1966 | 1967 1968%
(million toms, iron content)
World 21,8 | 64,1 | 80.6 |120,3 |124.0 | 136.5 | 153.5
Developing countries | 6.2 | 2.8 | 37.4 | 59.2 | 61.9 | 64.3 | 0.6
Algeria 1.4 1.5 1.5 1.5 1.0 1.2 1.7
Brazil 0.6 2.7 3.4 8.1 8.4 9.2 9.9
Chile 1.6 1.8 3.2 6.7 6.9 6.1 6.8
India 0.1 2.9 5,3 7.3 8.2 8.1 9.4
Liberia - 1.4 1.9 9.2 | 10.1 10.4 11.5
Malaysia 0.3 1.7 3.2 3.8 | 3.3 | 3.0 3.3
Mauritania - - - 3.8 4.5‘ 4.7 4.6
Poru - |22 | 3.3 3.8 | 4.7 5.2 5.8
Sierra Leons 0.7 0.9 0.9 1.4 1.3 1.4 1.6
Venezuela - 9.3 | 11.5 | 10.0 | 10.0 9.6 8.9
Othe rs 1.5 | 3.4 | 3.4 | 3.6 | 3.5 5.4 7.1
Developed m;.rket ,
economy countries 13.9 | 30.9 | 35.6 47.6 | 41.5 | 55.8 64.5
Australia - - - 0.1 1.3, 5.9 11.0
Canada 1.0 95 | 9.2 | 188 |19.0 | 21.8 | 22,3
Franoe 2.4 | 4.6.] 8.2 | 6.5 | 5.6 | 5.3 5.5
Norway 0.2 0.8 0.7 0.9 0.9 . 1.5 1.7
South Africa - - Q.2 1.4 1.9 2.7 1.9
Sweden 7.9 | 0.3 [11.8 | 14.9 | 13.6 14.2 17.6
United States 1.5 2.6 | 2.9 | 4.2 4.7 | 3.8 3.8
Othors 0.9 3.1 2.6 0.8 0.5 0.6 0.7
H§§EP/ 1.6 | 2.4 | 1.6 | 13.5 | 24.6 16.4 16,4
Séurce: TD/B/C.1/IRON ORE/R Z/Add.

}_,’ Exports from other soclali s‘t counmes of }:,astern Burope and Asia are '

_megrligibles R
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468. Bxports ‘rom the USSR increase. far more - from 7,600,000 tons in 1960 to
18,400,000 tons in 1968 (izun coaicui). However, unlike the developing
countries, 80 per cent of whose prodvctior goes for export, the USSR exports only
17 per cent of its cutput to its Eastern European neighbours (its major clients).

469. Between 1965 and 1968, Australia made its appearance as a major
exporter; its sales went up from 0.1 to 11 million tons {iron content).
However, Canada remained the wWorld's major exporter, with 22,300,000 tons in

C. Imparts )

470. Imports amounted to 149,100,000 tons (iron conteqt) in 1968. As mentioned
above, the majority of imporis were distributed among the three main consumer
regions, which met an increasing proportion of their requirements by import-—
ing. Japan, the world's largest importer, expanded its imports slmost five
times between 1960 and 1968 — from 8,700,000 tons tn 42,100,000 (iron content).

471. It is interesting to see that increasingly world imports of iron ore are
being made under two quite different systems. The first is the "free market"
system under which contracts are concluded between independent buyers and
sellers at prices based on comparison between overall supply and demand; this
applied to only one-third of world imports in 1968, namely 83 million tons.

472. The other trading system, or rather systems, have little in common with
traditional) free market practices. :

473, Among these arrangements the mosi interesting are those under which the
steel-makers, by acquiring a controlling interest in overseas mines, are able
to buy iren c¢re at a price nften lo. 3r than would otherwise be the case and
which is, moreover, unaifev.ed by wue fluctuations of the free market. Thus
the output is sold on "oaptive" markets. In 1968, as will be seen from
Table 3, world imports amounting to 77 million tons (actual tonnage) were
made on this basis.

474. In 1968, an even lurger proportion of world imports (92 million tons)

was, however, sold under another system - the  long-term contract arrangement
which enables steel-makers to ensure continuity of iron ore supply at fixed
prices for varying periods. ;/

;/ Long-term contracts concluded by stecl-makers, -in particular in Japan,
with overseas suppliers are often for more than 20 years.
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Main flows of iron ore exporis, by type of relationship between

vroducers and GONSUME TS :

estimatcs for 1960 and 1968

From Under | From
Imports into: captive"| long~term| "free Tetal

mines |[contracts|{market'

(million tons, actual weight)
United Kingdom and EBC: 1960 - 28 - 51 18
1968 32 - 1 103
United States: 1960 32 - 31 35
1968 43 - 2 45
Japan: 1960 - 15 - 15
1968 - 66 3 €8
Socialist countries of

eastern Burqpe: 1960 - 15 4 19
1968 - 26 4 30
Othiet cruntriess 1960 4 C - 3 7
o 1968 2 - 5 T
Total’ 1960 64 30 co 155
1968 11 92 83 252

Sourcet TD/B/C.l/IRGN ORE/R 2/Add 1

_/ Inoluding "free market" sales by "captive“ mines and mines eperating
under long-term contracts. o
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SECTION 1I.

Pogition of the African countries in relatlon to
world iron-ore market - . ]

A. Production . L . '

475.. There are at present several iron ore producers in Africa, including

Algeria, Morocco, Tunlsla, Angola, Liberia, Mauritania, Sierra Leone, 4
Swaziland and the UAR. The largest are Liberia, Mauritania, Sierra lLeone,

Algeria and Swaziland. ' '

Table 4: Production of iron ore by major African producing countries 5/‘
1950 1957 | 1960 | 1965 | 1966 | 1967 | 1968
(villion éons iron content)
Algeria 1.4 1.5 1.8 1.6 0.9 1.3 1.6
Liberia - 1.3 1.9 10.3 11.3 11.5 12.2
I‘Iauritania- - - - 3-9 4-7 ! 408 4-9
Sierra Leone 0.7 0.8 0.9 1.4 1.3 | 1.4 1.6
Swaziland - - - 0.5 1.0 1.1 1.2
Total 2.1 3.6 4.6 {17.7 l19.2 j20.1 {21.5

s/ This table is based on the table on world productisn reproduced above.

476, In 1968 the combined outpﬁf of the five major African producers repre—
sented approximately 24 per cent of the.overall output of the developing
countries, and only 6 per cent of world output. T

B. Exports

477. The major producing countries are also the ones that export most. The
African producing countries as a whole export 92 per cemt of their output,
vhich is a percentage even hlgher than_that ef all the dnvclnplng countZLQﬂ,
ramely 82 par c*nt.j,ﬁ: - ‘ o ) - . SR
478, Table 5 demonstrates the development of the value of African iron ore
exports tetween 1964 and 1967. .. -
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479. This shows that Liberia was by far the largest 4frican exporter. Its
share of the world market in terms of value was 6.2 per cent, whereas the
ccrresponding figure for Mauritania, the second largest ASrican expocter, was
only 3.4 per cent. The.combined exporis of these two countries accounted Tor
more than 80 per cent of Africa's share in.world iron orc oxports.

480. African exporters, therefore, are generally small expcrters, and African
exports still have a relatively modest share of the wnrld market, with a
ceiling of approximately 11 per cent since 1965. i

C. Qutlets fnr African exports

481. In 1967 and 1968, almost all African exp>rrts went to the member
countries of OECD, 1/ and Table 6, which shows the distribution cf African
exports among the member countries of that organization in 1968, is highly
representative of their outlet structure.

482. The Buropean member countries of 0.CD collectively are the largest
clients of the African exporters, the value of their African imports being
estimated at $268,619,000, compared with a total of %64,041,000 for all three
non-Buropean members (Canada, Japan and the United States).

483. The contrast as regards the largest African expcriers is particularly
marked in the case of Mauritania, which exports to the non-Zuropean area of
OECD (Japan) only some 10 per cent of the value of its exports to Suropean
OECD members. GSeveral African countries, including Morocco, Algeria, Tunisia
and the UAR, export only to the European members of the OLCD.

D. Importance of iron ore exports to African countries

484. Apart from Mauritania and Liberia, the value of whose iron ore and
concentrate exports amounted to 91 per cent and 75.2 per cent respectively
of 211 their 1967 export earnings, most of the African countries and
territories in question are dependent to quite a limited degree upon exports
of this commodity. :

485. However, the value of iron ore and concentrate exports expressed as a
percentage of the value of overall exports has hardly increased at all for
moet of the countries concerned, and in some cases has even decreased during
the period under study. *

/

;/ Apart from the OxCD countries, the sole markets for African exports
were the Eastern Buropean countries, which imported only 0.2 million
tons (actual tonnage) from Africa in 1968 (c¢f. TD/B/C.1/IRON ORE/R.2).
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486, This is probably not without some connection with the fact that the
value of African exports has tended to progress less rapidly than that of
world exports of the commodity.

SBCTION III. Problems and prospects

Decline of ircn ore prices

487. For the last few years, one of the most serious problems facing the .
developing countries, particularly the African ones, has been the decline in

iron ore prices. As Table 7 shows, prices have been eroding continuously

since 196T. ,

488, The developing countries, including some African countries, especially
Sierra Leone and Algeria, appear to have been harder hit than the others.
During the last ten years, the unit value of iron ore exports from all -
producing countries has shown a clear downward trend, but this is even meTe
marked for the developing than for the developed market—eccnomy countries
whose exports include a higher proportion of high grade raw materials.

489. The value of iron ore experts from the developing countries did in fact
increase from 1965 to 1968. But the overall movement mainly affected experts
from India, liberia, Mauritania and Peru, ;/ and was apparently to a large
extent due %o an increase in expnrt tonnage follewing new mining develcpments
in Liberia and Mauritania. Among the developing countries (see Table 8), two
African countries (Algeria and particularly Sierrs Leone) were especially
affected by +the downward trend: the unit value of exports from Algeria went
duvn from 20.9 (dollars per metric ton of iron content) in 1957 to 12.9 in
1968; the corresponding figures for Sierra Lenne were 13.1 and 7.6. 2

490. The factors contributing t» the decline in prices probably include the
"oaptive mine" sales policy. The companies owning such mines are all the
more inciined to sell extra quantities of iron ore on the free market
relatively cheaply because the main objective is not to make a profit on
actual sales but to lower the unit cost of raw materials delivered to their
‘own steelworka,

491, Account must alsc be taken of the fact that the steel industries of
many importing countries, following the decartelization measures introduoced
after the second World War, have, along with the prodese.of integrating their .

l/ The export earnings of Sierra lecne, Chile, Malaysia and Venezuela in
fact declined considerably between 1965 and 1968.

2/ See TD/B/C.1/IRON ORE/R.2/Add.1
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Table 7: Unit value >f iron ore exports, 1957 - 1968
1957 | 1960 | 1965 | 1966 | 1967 | 1968%
' - (% per metric ton, iron content)
Morld 16,3 | 15.9 4.5 14.2 13.7 13.3
Developing countries 13.4 S 13.7 i2.5 12,3 C11.6 1l.3
. Algeria - 20,9 19.0 16.0 15.0 13.5 12.8
Brazil 17.8 15.8 12.6 11.9 10.4 10.0
Chile 11.7 11.0° 11.5 11,4 10.7 - 10.6
India (including Goa)| 13.8 13.0 12,0 11.7 11.7 1L.5
iiberia 15.7 | 17.2 10.5 10,5 11.5 11.0
Malaysia 12.9 14.6 13.8 13.3 13,3 12.7
Mauritania - - 14.4 1443 14.3 13.9
Peru 10.7 10.6 12.3 12.0 12.3 12.0
Sierra Leone 13.1 11.6 - 10.7 9.9 8.9 7.6
Venezuela 12.3 14.4 13.7 14.2 14.1 13.6
Develnped market _ S
economy countries 17.1 16.6 15.7 16.0 15.4 14.8
Australia - - 17.2 13.8 | 4.2 14.3
Canada 16.7 17.4 17.8 17.9 | "'19.0 18.0
France 13.3 12.8 11.1 10.7 19.4 9.8
N.cway 20.4 17.1 13.4 12,9 12.4 12.4
South Africa - 15.0 13.1 12.0 12.7 12.8
Sweden 1 20.0 17.1 14.6 14.6 12.9 12,3
United States 18.8 19.9 | 19.3 19.4 19.1 18.7
USSR j2-1 | 23.0 | 18.6 | 16.6 | 16,0 | 15.8

Soufce;_;TQZEZQAl/IRON ORE/B.2/Add. 1.

2/ Provisional. |
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Table 8: Value of exports of iron ore from principal prodicing
countries: 1960, 1965 and 1966 T
Experts Rate of change Iron ore
, . as pro-
1960 1965 | 1968 |1960-65 ;1965-68‘_ portion
($ million) \ -éziragzﬁ;). ) exﬁ;iﬁs'
Developing countries 513 | 140 809 1.6 - 3.0 s
5% whichs
Brazil 54 103 105 | 13.9 0.6 6
Chile 35 76 T2 16.7 -2.1 8
India 69 88 115 5¢3 9.2 7
Iiberia 35° 96 127 22.5 9.7 75
Malaysia 46 53 42 | 2.9 —7.2 4
| lizuritania - 54 64 - 5.9 95
. Pem 33 47 69 7.5 13.6 8
 Sierra Leone 12 15 12 | 5.7 | 1.0 13
Venezuela 165 | 138 131 | ~3.6 | ~1.7 5
Dav:-:rloped market ‘
2cgaomies 291 149 252 429 8.3 2.
f whichs 7
Australia - 2 157 .o - 5
. Canada 160 334 402 15.8 5.0 3
| - France 105 72 54 1 7.3 -9.1 under 1
. Norway 12 12 21 | -1.1 20.5 1
South Africa 4 . 18- 24 ~| 33.0 10.1 1
Sweden _ | 203 .-l 218 - 216 1.4 |~ =0.3 4
United States 58 81 71 6.9 4.1 under 1
Socialist cruntries .
of eastern Burope
USSR 175 251 290 7.5 4.9 3
*1; —— Totat — - — g£w>‘~nﬁmmd2mm;*—&ywrhﬁﬁ—'wv*{?F

Source: TD/B/C.1/IRON ORE/R.2/Add.}.

A
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activities, started to concentrate and re—grbup'themselvés during the last
fow years. The result has been a gradual centralization of purchasing
decigions, which has ne equivalent on the supply side on the free market.

492, Partioularly in the developing countries, producers are facing a
situation all the more difficult because they can at best count on uncertain
price prospects, present opinion being divided on probable trends.

Distortion between iron cre expnrt earnings and investment costs

493, Another serious problem connected with the previous one, has arisen.

It stems primarily from the distortion between the general trend in the
developing countries! iron ore earnings and the cost of the investments that
they have had to make to maintain and develop their output during the last
ten yeaxrs.

494. While, as mentioned above, earnings have declined constantly, the
economic costs of investmént bave risen. The fareign exchange outgoings
necessary to purchase capital goods abmad have increased, and in addition
investiments, notably en infrastructure, which are generally financed by very
expensive loans, have hardly ever had good secondary effeocts on rther
secters of the economy in the countries concerned. ' '

495. Morecver, several producing countries, including several African ones,
which are handicapped by the low iron content ~f their ore or by inadequate
harbour facilities, sr whose deposits are not of optimum size, have been and
are still being obliged to make investments to offset these initial drawbacks.

Risk of overproduotion

'496.'The'prolifératinn of invesiments in new mining developments or increased
productivity in existing mines seems to have led to keener competitisn among
Producing countries and this has had an unfavourable influence on iron ore

prices.

497. The problem is so widespread that one may wonder whether the result has
not already been a certain degree of overprnduction. In any case this is
likely to happen before 1980 if the various plan for increased productivity
that have been announced are carried out.

498. A comparison of estimates of possible iron ore import requirements in
1975 and 1980 with the export capacity of each major region would seem to
show that, even making allowance for a wide margin of error, this fear ise
not unfounded. (see Tables 9 and 10).
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Table 9t Estimates of pessible 3von o=~ im srt
requirements in 1975 and 1980, by reggons

1975. : 1980-

(million tons, iron centent)

Develeping countries | ll 6 - 14.8 , 16.7 ~ 22.}
Africa | 0.9 -~ 1.7 2.7 - 5.9
Asia : 4,0 - 4.4 . 5.0- 6.4
Latin America _ ' 6.7 — 8.7 9.0 - 13.0

Develﬂped merket econony , : o ) ‘

countries 7 137.8 ~ 158.0 - 154.4 ~ 174:4
United States O 2T.4 - 32,5 ' 29.0 - 33.0
Japanh/ ) - N 40.0 - 45.5 - 45.0 -~ 53.0
Western Europe ' 68.8 = 78,0 79.2 — 86.3
(of which: EEC/Uhlted Kingdom) (67.4 - 75.8) (79.2 = 85.8)
Oceania . o 03 - 0.3 . 0.2 - 0.4

Socialist countries of - |

Eastern Europe 24,0 - 26,0 - 28-5_ = 31.3
Totel . -<i- .| 1734 - 198.8 | 199.6 - 231.0
_ . : SUNSUSTE

Srurces Table taker fgom mD’}/C 1/TRCW OP%/R.2, yhich guotes

e g i

- h~—ﬁ ri1d-Hatket f8r Lyon Ore (Uhi ed‘Na 16ns publication, Sales Nol:

5,99 T .10) fST‘ECﬁ/§TEE£{24 Py
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Table lable '10: Estimates of 1ron ore export capacity
" in 1975 and 19080, by : 0, by regions a/
1968 : ' L
“(actual 1975 1980
exports) ' ' '
(million toms, iron content )
‘Developing countries 70.6 92.4 - 139.0 94.6 - 154.4
Africa A 22.7 33.3 - 36.8 |- 32.3 - 50.6
Asia o . J15.2 . 18.2 = 23.1 | 17.1 - 26.0
Latin America Co | 32.7 40.9 = 79.1 | 45.2 = 17.8
Develsaped market e ' f C

Gconom;i Ooun‘bries ' SQDE 62. - 2. 61-1 -. 75-0
North America ) . - 2641 28.0 - 31.5 | 28.2 - - 34.5
Japan ' - _ -— ---

' Western Europe | 25.5 019.1 - 22,0 | 17.1 - 18.7
Oceanis? 11.0 14.8 = 18,1 | 15.5 - 21.3
South Africa P : 1.9 - 0.5 - 0.7 0.3 - 0.5

Socialist countries of
Eastem Eu.mpe - ' ' 180& 2500.— ;9-0 25-0 - 4400
Total | 153.5 179.8 - 250.3 | 180.7 - 273.4

Sources: Taken from TD/B/C.1/IRON CRE/R.2, which quotes
_/ T The World Market for Iron Ore (United Nations publication,
' Sales Fo. E, 69 1x B. 105 ("T?fCEfSTEEL/24)

_/ Estingtes for Ocedmi® mow censidered /too low. o
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499. Comparison of the largest estimates ef iron ore export capacity. with
the largest estimates of import requlrements shows a dszerence bf some
40,000,000 tons in 1980.

00 Bearing in mind the fact that the figures of forseeable Australian . s
output have been reduced by some 20 mlllion tone, a considerable proportion

of which will probably be available fer expcrt, there are serious grounds

for fearing that overproduction or production capacities surplus to needs .
will appear by 1980, even allowing for a certain under-estimation of

“Japanese requlrementa.

A.Tranapppt prublemg_.

501, One further guestion is worthy of mention: +the paradoxical problem of
the progress made in maritime transpert. It is generally agreed that larger,
better designed ships and more efficient nperation, to mention only two
factors, have reduced freight rates considerably; but opinions are divided-
on the advantages derived by imprrters and exparters.

502. The lowering .«f freight rates has made a number ol prmducing countries,
particularly the African ones, less dependent than befmare on their nearest
markets. However, it is not impossible that because the importing countries
now have more diversified sources of supply, their bargaining power with the
-exporting countries has increased.

. 503, In addition, the importing countries have apparently been the cnes to

benefit most from the decline in prices, since they control most of the
" tonnage available for shlpplng iron oue, :

SECTION IV. International action on iron ore

'“504 Interugovernmantal consultatlons on iron ore were held at Caracas in
' September 1968 and at Geneva in February 1969

505. Brazil, Chile, India, Liberia, Peru and Veneguela were represented at -
Caracas. Mauritania, whick was not, sent a message of suppcrt to the
varticipating countries. The same cowntries, together with Gabon, attended
the Geneva consultations which, like the first meeting, studied the problems .
facing iron vre on the international market, and in partlcular that of the

decline in prices. Ce. @ - . . .

506. In March 1968, at its second ssssion, the United Nations Cunference on
Trade and Develeopment estimated, in resclution 16(II), that the question of
iron ore sghould be examined among other commodities, in order:-
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(a) to identify the problems faced by the commodity;
(b) to determine the techniques appropriate for dealing with them;
(c) to agree on appropriate remedial measures.

507, Under the same resolution, the Secretary-General of UNCTAD was invited
to arrange for any inter—governmental consultations which he might consider
necessary to study the problems of the commodity in question.

> ,
508. Pursuant to this request, the Secretary-General of UNCTAD invited . the
Governments of UNCTAD member States particularly interested in the inter-
national iron ore trade to meet at Geneva in January 1970 for the purpose
of identifying the problems of the iron ore narket.

509. The Governments of the follewing cuuntries were represented at the
A4 Hooc Meeting on Iron Ores Algeria, Australia, Belgium, Brazil, Canada,
Chile, Czechoslovakia, Federal Republic of Germany, Franoce, Gaben, India,
Italy, Japan, Liberia, Malaysia, Mauritania, Netherlands, Peru, Poland,
Romania, Sweden, United Kingdom of Great Britain and Northern Ireland,
United States of America, Union of Soviet Secialist Republics and Venezuela.

510. 4As requested, the meeting examined the problems of the international
iron ore markei. as regards investments, maritime -freight and prices, without
prejudging the trends of any future work in these matters. .

511. It was agreed that the Secretary-General of UNCTAD should decide what
Ffurther studies on iron ore should be made by the Seoretariat, having regard
to the problems identified and the suggestions made at.-the Ad Hoc Meeting,
and organise -any future inter-governmental consultations and/or take any
appropriate dec¢isions. 1 - '

SECTION V. Proposals for concerted action by producing countries

A. Critical examination of international action

512. There has been international action on a fairly large scale nn iron ore,
unlike several nf the commodities covered in this.study. '

513. Firstly, as mentioned above, a number of develcping producing countries,
jncluding one:African country, decided to meet to study the common prvbleme
facing them on the world market. Secondly, the Secretary-General of UNCTAD
held inter-governmental consultations, as provided in resolution 16{11)
adopted at New Delhi in 1968. :

1/ See Report of the Ad Hoc Meeting on Iron Ore (TD/B/C.1/IRON ORE/1).
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514. After the first round of consultations it was decided that the Secretary-
General of UNCTAD should take any steps that he deemed necessary concerning
fresh studies and further inter-governmental consultations.

515 Without prejudging the form of such steps, it may be considered that,
in view of the international nature of UNCTAD, any solutions would be in the
shape of an arrangement or agreement, informal or otherwise, involving
collaboration by all countries and in any case by the principal countries
involved in the iron ore trade - producers, exporters and importers.

516. Pendlng the outoome of any possible steps, and to a certain extent even

if these steps have the ‘expected resulis, there is nothing to prevent consider—
ation of ways in which producers might help each other to overcome or lessen
their difficulties.

B. Propoaals for concerted action

517. As regards the Afrmcan countrizs themselves, the first thing would be
frr them to meet: :

i) To explore possibilities of co-operation with a view to solving
their preblems and

ii)} To agree upon an appreach towards present or foreseeable inter-
national acticn on iron ore.

518. 1) Any attempt at developing inter-African co-operation on this 1Bsue,
and indeed any step towards promoting concerted action with other producing’

countries, must make allowances for differences in size of output and share

in world exports of iron ore, and also for the many different systems under

which mines are operated: in some countries they are entirely State-~run, in
others, in the hands of forvign companies, and in others again they are run

under a combined system.

519. In the light of these faotors, the African countraes might consider
collaboratlon in the following fields:

i} Co-ordination and even after a certain period, unification of
research ¢n iron technolsagy and steel manufacture would be.
adv1sable.

ii) The produclng African countries: mlght give each other technical

' assistance for. training mining staff. Many mines now operate only
‘with the help 6f rumerous foreign employees, whereas possibilities
exist for training and assistance in other African countries. If
the cost of training and employing qualified staff were lower,
several mining companies would be in a better pusition to face
competition from the dsvelnped countries in the present buyer! 8
market in iron ore. :
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iii) Severzl deposits lying on either side 6f the frrntiers of twe
countries might be worked in common with resulting economies af
scale and infrastructure. Possibilities of this kind exist in
West and Nerth Africa, which it should be pessible to exploit.

iv) Countries might alsc group together their tonnages to obtain
better transport rates than at present, or even arrange to send
them on .their own ships.

520. 2} On points, these countries should first of all adept a definite
position on the current internatimnal action at UNCTAD level, and examine how
and te wpat extent this action perhaps needs to be given a new impulse or
guided in a given direction to make it more suitable for solving existing
proeblems.

£21. If their discussions enable the African countries tm define a strategy
for international action in the widest sense, their first nbjective should
be to bring all the developing countries round t~ sharing these views, and
the second to list the possibilities of internal co-aperation with other
devel. ping producing countries. The second objective would be all the more
important if international action through UNCTAD had not had the expected
remltis.

522. In view of the develeping countries relatively modest share in the
world iron ore market as producers, exporters and users, such passibilities
are limited; but they could be contemplated in several areas:-

i) The concerted staggering of all or a large part of deliveries from
the exporting developing countries, which in 1968 amounted to
$2,042,000 out of a world tntal of $3,185,000,000, could have a
considerable stabilizing effect on the markei, especially since
exports from developing countries are concentrated in certain
markets.

ii) These countries could greatly influence prices if they could
centralige their sales and set up a joint marketing agency. They
would have much more authority in dealing with buyers, why, &s we
have seen, are very well organized and work within a highly
centralized system, if they could group their sales and thus form
& counter-balance.

iii) As a group, the develeping countries would probably be in a better
position to convince large exporting countries like Canada and
Australia t» join thei in nrder t¢ centrel investments with a view
to balancing supply and demand between now and 1980 and enabling
the iren ore industry to develop in the best peseible conditions
in the developing countries in general, particularly in Africa.
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iv) All this means that the developing countries themselves must have
.. &n agency frr co-rrdinating cheir work. This is why it would seem

desirable tn set up an association of developing countries producing

iron ore. The African countries concerned would be called upen tn
the initiative of suggesting

Join this and indeed might even take
its establishment.
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CHAPTER VII

pROSPHEATES &

SEOTidN i. Worid market pnsition -/

A. Production

523. Rock phosphate is mostly used far manufacturing phosphate, which sqi&es
mainly as fertilizer. ) : :

' 524; Hence there is a close link between world production of rock phosphateJ
and of phosphate—based products, notably phosphate fertilizers. N

525.1World"prbdudtioﬁ"6f'pﬁhépﬁéie'ig;k has increased a great deal during
the last few years: from srme 9.5 million tons in 1955-57 to 23.5 million
tons in 1965-67 (phosphorus centent). 2/ - -

526. Everything goes to show that it has contimued to increase since then.
However, expansion has mainly been in the United States, which remains by
far the largest producer in the world, and in the Soviet Union.

527, Progreés has been slower in the developing countries, and during the
same period their share of world production in fact deqlined from 40.5 per
cent to 31 per cent. SR ‘

528. It is true that since then, reflecting a considerable increase, world
production, which rose from 25.47 millinn to 27.12 million tons (phosphorus
content) between 1967 and 1968, output in the developing countries has
increased more steadily, If all the plans' announced come into effect, it - - -
will doubtless Teach record heights during the next few years.

B. Exggrts

523+ The international rock phosphate trade covers 8lightly less than half
of  the tonnage produced, nemely some 47 per cent in 1968. - .
~-530. Total world aiﬁorgs'avefagéd'35;3.million tons gross weight during the
period 1965-67. As Table 2 shows, the United -States has-beerthe najor

1/ The statistics quoted in this study ave mustly taken from an UNCTAD
. Teport or prablems of the commodity (TD/B/C.1/88) and from national
sourcesg., : ' .

2/ See Table 1.
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Table 1: Jorld production of phosphate Teck

1955-51 | 1959-61 1966 1967
to to to to 1967 1968 "
1959-61 | 1965-67 1967 1968
{Per cent change per anmum) - . . | (Million tons '
| Py0:) |
>
Developed market
economies ‘ . _
United States 5.2 10.9 3 3 1 1.3 11.65
South Africa a/ 18.2 26.0 21 13 0.32 0.36
Develogigg countries - | _
Horoceo : " B.6 5.0 13 -1 3.58 3.55

Islands in the
Indian and Pacific

Ocean 4.3 3;6' -8 20 1.31 1.57
Tunisia -0.3 . 6.5 =10 23 0.86 1.06
Togo of 75.0 -7 20 0.40 0.48
Senega.l 38.0 28-0 12 0 0.47 0047
Jordan 15.3 17.1 5 ) 0.36 ]
UAR ~0.5 1.2 8 ) (34) 0.20 }  (1.00)
Israel 18.0 3.9 10 ) 0.18 |
Algeria -4.1 -21,9 210 2 0.06 0.06
Other 24.3 -4.9 16 . (0) 0.27 (0.27)
Total 6.7 6.1 5 10 - 7.69 8.46
Socialist countries ‘ .
USSR 14.0 15.7 9 9 5.31°} 5.78
Other 36.7 12,8 0 (3) 0.83 (0.86)
Total 17.3 15.2 8 (8) | 6.4 | (6.64) .
World Total 76 | 102 | 5 6 25.47 | 27.12

L g

Sources: Institute of Geological Sciences, London, Statistical Summa of  the
Mineral Industry, 1967 and earlier issues; United States Bureau of Mines
Mineral Yearbook, 1968 and earlier issves; also British Sulphur
Corporation Ltd., Phosphorus and Potassium: International Superphosphate
and Compound Manufacturer's Association Ltd.; Yational statistical
publications.

- 8/ Including South-Vest Africa. b/ Including minor amounts produced in Australia,
Belgium, France and Spain. g/ Production in Togo began only in 1961.
Christmas, Hakatea, Nauru and Ocean Islanda. ‘ '

—~.
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Table 2: Exports of phosphate rock, 1955 ~ 1968

1955 1960 | 1965 | 1967 |/ 1968 Razgs-;fl;’ggn@
(th:ousand tons, actual weight) - (per cent
peT annum)
ME/ 14238 {19481 128396 |32804 | 37718 1.8
Developing cruntries {10944 |13240 |[18042 {18876 | 21574 5.8
Algeria . 723 470 | .. 112 252 -7.8
Israel s 96 308 | 427 729 s
Jordan 151 319 605 882 1095 16.5
Morscoco | 5248 | 7583 | 9548 | 9342 | 10094 | 52
Senegal - o1 59 867 784 1025 42.0
Tugo .. . 812 1020 1357 e
Tunisia 1919 1688 | 2376 | 2314 | 2460 . 1.9
UAR 421 302 374 504 451 | 0.5
Islands in the ) '
Indian and Pacific
Oceans . 2360 2586 3006 3338 3991 4,2
Others 111 137 146 153 120 . 0.6
Developed maTrk;t - ' o - )
economy countries 2304 4314 | 6780 | 9328 10976 12.8
United States 2304 4314 | 6780 | 9328 | 10976 12.8
Sncialist countries cf
Eastern Hurope 990 1927 3574 | 4600 5168 13.6
USSR 990 | 1927 | 3574 |4600 | 5168 | < 13.6

Sourcy: The International Superphosphate and Compound lianufacturers! Association,
Itd., London, Fhosphate kock Statistics, 1968 and previous issues.
Institute of Geological Sciences, London, Statistical Summary of the
Mineral Industry, Exports and Imports, 1962.1967 and previéus issues.

8/ Excluding Socialist countries of Asia.
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exporter of phosphate rock since 1968. The Socialist countriea‘(USSR) have
been increasing their share in world exports, whereas the progress of the
developing countries as a group has been very moderate.

531. Ixports of phosphate fertilizer were mortly frcm the United States and
other developed market economy countries. : .

C. Imports

532. TLe most striking feature of the .geographical distiribution of outlets
is the predominant share of the OECD membér countrieés. This has apparently
become particularly marked during.the last few years because of the high
growth rate of the market (13 per cent in 1968) and als+ because of the ,
developments in other markete during the same period, which have been far
less satisfactory. : -

533. The second fact to be noted which, as might be expected, confirms the
alrsady-observed trend of exports in this expanding market, is that the
share of the developing countries in general has steadily declined, while
the shares of the United States and the USSR, -among others have increased.

534. Table 3 demoristrates the considerable differences in the 1965-68 per—
centage changes in volume and value of imports from the developed market
aconnmy countries, mainly the United States and the Socialis% enurtries
(USSR), on the one hand and from the develmping cnuntries on the - 7 v
othaer. : . .

535, Phosphate fertilizer is mostly imprrted from one developed
marked eoonomy country to another. Thase countries are in faet the
protagonists in the whole marketing chain, both on the buying ard

the seliing sides, and imperrtzs from developing countries represent
paxely 12 per cent of thei;‘tctal‘importé. _ e C

- - m

-

SECTION II. Position of the African countries on_ tlie world | T i
phogphate market '

A. Production D | o | s

536. The main African phosphate-prcducing countries are llorocco, Tunisia,“
Senegal, Algeria, Togo and the United Areb Republic.

537. For several years they have together contributed the largest share of
the developing countries' output. Inevitably, therefore, they have been
particularly affected by the consolidation or relative decline of the
developing countries' share in world output between 1955-1357 and 1965-67.



a/ F.o.b. basis for United States and Canada
C.i.f. basis for other countries.
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Table 3: Imports of phosphate rock into OECD countries
| 1965 1966 1967
%o %o 10 1967 1968
1966 1967 1968 )
(Per cent change per annum) (Million tons
actual weight)
QUANTITY | o |
Developed market economies 15 8 21 7.29 8.82
Socialist countries 35 47 13 1.49 1.68
Developing countries -3 1 8 11.24 12.15
of which
" Moroooo -6 3 5 7.62 8.04
Tunisia ~15 '; -10 1.30 1.1
SenegAl 15 -1 31 0:70 0.92
Togo 17 1 51 0.87 1.32
Jordan -18 121 47 0.23 0.12
Netherlands Antilles 35 -24 -1T7 0.12 0.10
Potal 4 6 13 20,02 22.65
VALUE a/ (3 Miliion)
Developed market economies 14 5 21 100.4 121.4
Socialist countries 32 45 10 28.0 30.7
Developing countries 2 -3 -6 180.3 191.1
-of which ' ‘
Morooco -2 -1 2 121.6 123.9"
Tunisia -10 -3 -11 17.2 15.3
Senegal 2l -20 29 13.5 17.4
Togo 24 -4 46 15.3 22.2
Israel 111 5 30 4.2 5.4
Jordan -1T7 113 =40 3.2 1.9
Netherlands Antilles 24 o o-22 -18 3.6 3.0
Tatal T L 2 I1 309 343
Source: OECD, Foreigm Trade, Series C
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This share, which was estimated at some 28.10 per cent in 1955~57, went down
to 24.5 per cent in 1965-67, and to dcme. 20 per cent is 1968. ;/

538. The lowering of the group's percentage is mainly attributable to~ < -

Morocco, the largest phosphate producer in Africe and indeed of all the
developing countries and Tunisia. In both countries production has made
less prngress than in the United States durlng the last few years, while '

other "non-traditional" African producerﬁ were either making their appeunrarice

]

or increasing their tonnage.

539. However, since 1968-69, all the African producers have shown a clear
upward trend in production, as a result of the expansion programmes already
in progress or amnounced in various countries.

540. In Morocco, for example, production went up from 10.5 million tons in -
1968 to 11.5 million tons in 1969. Phosphate fertilizers and other processed
phosphates are at present prnduced practically only by Morocco and ‘even more
by Tunisia, but in relatively small quantities in relation both to their own
rock phosphate output and to warlid prnduction of premcessed phosphates.

B. Exports

541. forld exports averaged some 35 million tons (gross weight) duriné the
years 1965-67. Out of this, the African countries accounted for some 43 per

- cent which was tantamount, in absolute value, to an increase of ovar 34 per

cent cqmpared vith the years 1955-57.

e S iy

542. During this period, however, the relative share of the Afrlcan countries

in world exports declined considerably compared with the 1955-57 period when
it amounted to a little over 56 per cent. It is interesting to note that
during the same period the Soviet Union's share rose from 7.9 per cent to
13.5 per cent and that the corresponding figures for the United States were
19 per cent and 26.4 per cent. ,

543. Refleeting an increase in world exportes, the expert tonnages of the
African countries inoreased appreciably, rising to 15.32 million tons as
against 14.08 million tuns in 1967. African exports alsc rose in terms of
value, increasing from $160. 29 million to §161 mlllion from one year to the
next.

544. However, the African countries did not succeed in maintaining their
share of the wcrld market either in volume or in value, for in both cages
their share went down from 43 per cent tc approximately 40 per cent. There

~is mo better illustration of this develipment than the fact that in 1968

1/ See Table 1.
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Morotco lost to the United States ite pesition as the world's largest
exporter. -

545. is regards phosphaté fertilizer and processed phosphates in general, -
Morocco, and especially Tunisia, are the only African countries to expnrt
quantities of any impcrtance (Table 4). ' ' :
546. However, in several ifrican countries there are plans in progress or

study for a large increase in output and doubtless in exports of processed
African phosphates.

Table 4: Develagment of phosphate yock and phosphate fertilizer
exports from Morooco and Tunisia

(Value in U.S. Millien dollars) =

Tunisia 7 Morocco :
1966 1967 1968 ';1966 1967 1968 -

Phosphate rock 125.2 23.9 23.6 105f6 107.8 107.8
Fertilizer of 10.7 21,1 20,0 | ‘11.6  10.4- 11.5
Umetar 359 45.0  43.6 | 117.2 118.2 119.0

Proportion of
fertilizer in
relation te
overall phosphate ‘ _ .
producticn 30 47 46 1 10 2 10

C. Outlets for African expsrts

‘_547; In the main, African exports go to the develaped market economy
ccountries in general, and in particular to the Zurnpean member countries of
OECD. SR

548. As Table 5 shows, the latter absorbed some 78 per cent of the African
countries' exports in 1968. Adding Japanese impr.rts from the African
countries, the corresponding figure for the developed market economy
countries in general ie 84 per cent. Out of this, imprris from Horocce
accounted fur approximately 68 per cent. o
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D. Importance of phosphats exports for she African countries

550. With particular reference to the examples of Morocco and Togo, Table 6
also shows that there ig no cluse currelation between the country's degres

cf dependence thus defined in relation to export earmings and its possible
share in world exporte of the commodity. -

fable 5: Structure of African outlets in 1968 1/

Izports to Eastern o Other. Develop=-
: -European ' United | Western ing

, Socialist EEC Kingdom | Furopean Japan countries TOtal‘“~ .
Exports fre countries countries

‘ (illion tons actual weight)
Algeria ‘ 84 10 - 18 - 3 115
Morvceo 1054 4062 1074 2562 485 198 9435 |
Senegal - 439 144 132 185 20 920
Togo - 1113 - 61 155 - 1329
Tunisia 605 858 | 44 | 38 ! 6| 100 1999
United Arab

Republic 23 4 - 43 . - 151 ' 221

6496 | 1262° | 3202|831 14019
1/ Source: This table is based on another table reproduced in S

document TD/B/C.1/88.

SLCTION III. Problems and prospects

551. For several years, and particularly since 1965, the developing phosphate—
producing countries, especially in Africa, have been facing a number of major
Problems which it ig increasingly becoming apparent, are part of a whole.
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- The threat of overproduction
. }

552. The first problem stems from the increasingly marked imbalance between

the growth rate of production capacities and that of the demand fer impurts

of Afrioan phosphates in partioular.

553. As early as 1965 it was quite clear that there was a surplus of capacitias R
over aolvent requirements. Since then, the position has worsened. Many mines

all over the world, and in certain African ecountries in particular, are now

operating below production ocapacity. .

554. In 1968, for instance, the United States of America and North Afriea
together would have been able to produse 13 million tons more than the
quantities whinh were actually produced that year. Belween 1966 and 1968,
prvduction capacitiea for ten million tons were installed, mostly in the Tnited
States. In 1969, supplementary capanities of some 6,500,000 tons wore set up
in several developing countries, inoluding 4 million in Morocon.

555. Plans for the coming years have been announced in many countries, and
in some are already in progress, designed to inoroase existing preduction
sapacities or even tn create them in sountries not yet producing phosphates.

556. For instance, under its five—year plan, Morocea should be producing somo
18 million tons in 1972, apprbximately 6,500,000 tons more than in 1969. It
hardly needs to be adied that if the plans for exploiting deposits in the
so-called Spanish Sahara are carried out, they would comsiderably increase
existing production capacities.

557. There i3 no lack of resorves, which are estimated at some 1,690,000
tons of phosphate rogk {9 mer scn* “n North Ameriea, 11 per cent in the
Soviet Union, 66 per ceut in Africa, including 42 per cent in Morocco, and
the rest elsewhera).

558. Even if world production increases only at a compound rate of 8.9 per

ocent as it did betwoen 1957 and 1967 (excluding the production of Mainland

China, North Korea znd North Vietnam), it could well reach 168 tons gross

weight in 1975, whereas consumption according to the most optimisiic pro- .
jections of FAO, would not exceed some 142 milljon tons.

559. It is not surprising that prices should be rather low in view of the

surplus capacities burdening the market and the threat of overproduction in »
the relatively near future, of which buyers as well as speculators are quite

awarc, _

Downward trend of prices

560. It is generally admitted that the prices indiocated for phosphate rock
in various specialist publications are not aelways very represertative of
market trends, However, an idea of recent market. trends can be fommed by
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- looking at the unit values of imerican exports in FOB terms and in terms of
phosphorus content.

1964 1965 1966 1967 1968
(dollars per tun of phospherus content)

21.3 24.4 25.9 23.3 22.7

561. Acocording to the already quoted UNCTAD repsrt from which this informa-
tion:ie taken, these figures are prabably well below the mark, since the
decline has probably beecne ewvon mora asosntuatody - A

Competition from exporting developed countries

562+ The natural consequence of a heavy productinn capacity surplus and the
increasingly marked downward trend in prices has been intensified competition
on the world phosphate market, .

563.. Several African produeing omuntries have pninted out that they are
having increasing difficulty in meeting competition from large American
exporters and, to a lesser extent, from the USSR, since they are not always
able to offer their clients such favourable prices as their rivals.

564. If matters do not change, it may be feared that the position will worsen
and that in order to increase or even maintain their share of the market, the
African countries may be obliged to lower their prices, -bringing them nearer

or even below the margin of economic retum.
Difficulties of market access
M

565. One more problem, not unrelated to the ones already dealt with, is
worthy of mention. In.order to raise the value of their expart tonnages,
countries like Tunisia have for some years been trying to process their
phosphate fertilizer and phosphoric acid output in various ways. These
products have the advantage of being cheaper to ship than phosphate rock, and
it ie understandable that other developing, notably African, countries are
algo thinking of adopting this policy.

566. Endeavours at developing output and export of these produots are, how-
ever, facing the import duties levied by certain developed market economy
countries.

567. As regards the African phosphate-pro&ucing'countries, at firet sight
the Problem appears to be of limited scope. Fhosphate rock is exempt from
import duties in most of the OECD countries, and the EEC, whose members are
the African countries' best clients among the OECD countries, levies a 3
Per ocent ad valorem tax on imports of superphnsphates and 12 per cent on
Phosphoric acid, but does not apply these duties to imports from Mrraceo
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and Tunisia or Senegal and Togo, which are associated with the Common Market,

568. The United States admits impnrts of phosphate fertilizer duty-free, and
levies an ad valorem duty of only C.5 per cent on imperts of phosphoric acid.

569. The United Kingdom levies higher duties on processed Phosphates from
the principal African producers: 11 per cent on superphosphates and 6.5 per
cent on other phosphate fertilizer. However, there is a good chanoe that
as a result of the Kennedy Round these duties will be reduced from 1972°
onwards. The slightly higher duties at present levied by Japan on imports
of phoésphoric acid are due .to be abqolished at-about *the same time.

570. On the whole, the African countries are in a relatively comfortable -
position as regards the tariff barriers facing their products, since they
are exempt from duties in their present principal market and the duties are
nominally very low in others. o

571. However, attention has been drawn for some time to the fact that what
matters in duties on pmcessed products is the tariff burden on the valueé
added, which then makes the nominal duty much heavier. The effective rate
can thus constitute an almost insurmountable obstacle to countries with

increasingly closely-calculated cost prices, which have not yet acquired
the full technological mastery necessary for manufacturing such highly
elaborate goods: '

SECTION IV. Internationai action on phosphates '

572. Unlike most of the commodities studied in this report, phosphates have
not till now been the subject of what might be called-large-scale inter—
national action.,

573. It was only at the second session of the United Nations Canference on
Trade and Development that the international community gave some official
attention to this commodity. '

57T4. Phosphates are in fact on the list of commodities for which the
Conference recommended an intermational programme of action under Tesolution
16(II), The Conference agreed that it was necessary to give prompt consider-
ation to phosphates, among other commodities “as a basis for appropriate .
action, and that to this effect intergovernmental consultations might appear
necessary, in accordance with the following procedures, in nrdeis-

(a) .Te identify the prnblems faced by the commedity;
(b) To determine the techniques appropriate for dealing with them;

(c) To agree on appropriate remedial mragures".
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575. The Conference also requested the Secretary-General of UNCTAD, in the
case of commodities not covered by internmational bodies, "to make such ‘
studies as may be appropriate in co-operation with the competent internationmal
institutions and to arrange, after consulting with the interested member

Governments, the inter»governmental'consﬁltatipns he may consider necessary...".

576. In pursuance of this resolution, the UNCTAD secretariat has just iseued
a report on the problems of phosphates, which has been widely drawn upon for
this study. The report which will be submitted to the Cemmittes on

Commodities, indicates that the Secretary-General of UNCTAD will take acocount

of the Committee's forthcoming discussione in reaching appropriate decisions
on the nature and timing of any further consideration of the problems of

* ‘phosphates within UNCTAD.

577 In a Declaration on the world food problem, the second session of the
Conference urged developing countries, inter alia:.

 "Bo strengthen measures for improving the availaﬁility of key agric~
ultural requisites, including fertilizers...." ‘ T

- and urged developed countries:

~ "%o continue and to strengthen their aid tu developing countries making
efforts te increase food production and modernise the agricultural sector
and for this purpose to give more emphasis, in response to requests of these
developing countries, to increasing the assistance by providing agricultural
requisites, especially fertilizers...." ' '

SECTION V. Proposals for oconcerted action by pruducing countries

- A+. Critical examinetion of international action on phosphates

. T ; . .
578. Bvaluation of international action on phosphates is very quickly dune,
since there has been practically no ac*tion since the second session of the
United Nations Conference on Trade and Development. ' _

579. As we have already mentioned, the UNCTAD secretariat has Just pubiished
& meport on the problema of phosphates, which is t0 be submitted to the next
meeting of the Committee on Commodities. The repurt indioates that the

- Secretary~General of UNCTAD will take appropriate decisions concerning the

nature and timing of further examination of the problems of phosphates
within UNCTAD, taking particular account of any discussions on the report
by the Committee on Commodities. _ : .

'580. As an examination of the world phosphate market and the problems of this

compodity hag shown, considerable difficulties already exist. Even goeater
ones are in prospect from which a number >f developing rhosphate-producing
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countries, especially some African‘ones, will probably suffer, for the
latter form the largest contingent of this grrup of countries.

581. What steps could the African countries directly concerned (Morocca,
Algeria, Tunisia, Senegal, Togo and United Arab Republic) together take to
golve their problems, either within the United Nations or outside?

B. Probosals for concerted action

'582.1) The first possibility open to these countries, following examination s
of the UNCTAD document and in the light of the forthcoming discussions in the
Committee on Commodities, is to requeést the Secretary-General of UNCTAD "te
arrange.... the inter-governmental consultations he may consider necessary

to examine these commodities", as laid down in Tesolution 16(II) adopted at

New Delhi. ' ' '

583. The African countries could do this either by weans of a collective
letter to the Secretary-General or by an intexrventicn by one country on
behalf of them all at the Xth session of the Trade and Development Board, if
for any reason this had not previously been done at the 5th session of the
Committee on Commodities. :

584. The proposed consultations, if held; would provide prpbably-the first
opportunity for a meeting between Covernments and trade in countries concerned
-with the production, export and import of phosphate rock, phosphate fertilizer
and other phosphate producta.

585. If it were decided to adopt the precedent set by the meeting of countries
concerned with the iron ore trade which took place some months ago within the
context of cofsultations similar to those propused for phosphates, the first
round would probably consist of a far-ranging discussion on the problems cf
the world phosphate.industry, on the basis of the study prepared by the
UNCTAD secretariat or any further studies that may be requested.

586. It would of course be for this meeting tbkdecide, following the dis-
cussion, upon the practical steps to be taken towards finding solutions te
the problems inveolved.

587. 2) 4nother possibility for conceried action, which might be considered
if action within the United Nations did not have the expected results, would
be for the African phosphate rock producing and exporting countries to con-
vene a conference of countries producing and exporting this commodity.

588. This conference would be attended by all the developing countries that
produce and export phosphate rock, and the United States and the USSR which,
as we have seen, play an extremely important -part in the world market,
especially the former.
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589. This conference might set up a world. association of phosphate producers

and exporters with the fallowing objectives: -

i) ZPlanning and co-ordination of investment

290. The producing countries would have to apree on planning the investments
contemplated by some of them, which would, as we have already mentioned,
lead to an excessive increase in production capacities, if made.

591. This means that they would have tc start by reaching agreement on a
desirable :rowth rate for productio:, making allowance to an extent to be
determined, for foreseeable increase in demand and for the price level they
desire to reach.

ii) Market shaTing

5972. If these countries consider that the situation is serious enough to
Justify such a step, they would have to end their unrestrained competition,
and in particular tke competition. to which the African countries are subjected
by the large develcped phosphate-exporting countries, and to agree upon dis-
tributing outlets or at least upon distributing the rates of increase in
demand by the various markets.  The introduction of a quota system for

exports from member countries might also be necessary. This move would have
to take full account of the .desirability of g&iving the developing producing
countries, particularly the African ones, priority in developing their output
and exports of phosphate and phosphate products.

3ii) Improvement access to the markets of the developed ccuntries

593. As we have already mentioned, most of the developed market economy
countries at present admit phosphate rock imports duty free. Phosphate-based
products, notably fertilizers, from almost all ;/ the African countries,
including korocco and Tunisia which actually export them, are exempt from
duty on the EEC market.

594. The African countries might ask for the same treatment in other important
markets in the developed countries, or at least that the effective rate of
duty applied in some of theme countries to phosphate-based prcducts be reduced
as a priority for the developing countries, thus enabling them to Strengtheq
their competitive position vis-a-vis the large exporting countries. Simi-.
larly, the Socialist countries might be requested to increase their imports

of these products from the developing countries. ‘

;/ The only African country without such facilities appears to be the
United Arab lepublic. .
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iv) Development of sales under potential conditions to the
SR2Ioloping countries

developing countries

595 It is surely not natural, as some have already pointed out, that only

15 per cent of the world's fertilizer should be used in areas whose agriculture A
must feed half the wurld's people ;/ most of which areas are in developing
countries. '

596. There is, we know, a large petential demand, notably in non-phosphate-
producing African countries, which bas been unable to materialite mainly

because of a shortage of foreign exchange. The producing countries should

as far as possibdle try to satisfy this demand much more actively than hitherto.

597. Phosphete and fertilizer sales could be increased in these markets, and

a large part of the anticipated surpluses could thus be ve-absorbed if, for a
proportion of their exports to be determined, the producing countries,
including the developing ones, decided to explore all possibilities offered

by barter, to combined barter and foreign exchange aystems, and special prices,
i.e. prices lower than those prevailing on the traditional markets of the
developed countries.

598. The second strategy would mean that all or at least the most irportant
phosphate producing and exporting couniries were prepared to join forces to
defend their interests. 1In particular it would imply that the two large
developed exporting countries, the USSR and especially the United States,
agree to become members of the preposed association, or if not, that they
should agree to support in one way or another the endeavours cf the develop-—

ing exporting countries)

\299. This might, of course, not be the case. The latter's bargaining powers
notably on prices, would certainly be considerably affected, especially if
the participation ér support of the United States, the world's largest
producer, were not forthcoming.

600. 3) However, an association of the developing phosphate-exporting .
countries which was not supported in one way or another by the developed
exporting countries would not be entirely without possibilities of action.

601. Planning and co-ordination of investments in the phosphate-exporting ‘ L]
developing countries could have a considerable impact on the market,

especially since most of the expansion Frojects at present known are for

these countries.

602. Similarly, sharing the markets between them micht be useful, if only
in the interest of ending competition.

1/ This observation, reproduced in document TD/B/C.1/88, is from a report
by the Advisory Committee of the President of the United States, entitled
"The World's Food Problem".
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603. Concerted action by these countries, if successful and especially if
suitable methods of persuasion are adopted, might well lead %o = certain
improvement in conditions of access to the markets of the developed
countries, at least where these are unsatisfactory. :

604. ¥inally, nothing should stop t:e exportin, developing ocountries from
encouraging preferential sales to other develnping, notably african, '
countries, on the conditions outlined above.
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ANNE

 SUMMARY OF THE PROPOSALS MADZ IN THE STUDY
I. CITRUS FRUITS

A. Establishment of a Maghreb Citrus Committee to enable the
people in charge of marketing citrus fruit in the countries concerned
to meet'and formulate a 'strategy for solving the problems involved.

B. Under the first strategy, the three North African countries,
perhaps aided by other producing countries, would take steps to
convene a special session of the Study Group on Citrus Fruits, under
the joint auspices of the Secretary-General of UNCTAD and the Director—
General of FAOQ. : ' B '

This special session might establish en Inter-governmental
Advisory Committee on Citrues fruits which would be responsible fors

(a) identifying specific problems calling for short, medium and
longfterm solutions

‘b) formulati . recommendations on possible solutions to these
problems without dismisseing a priori the possibility of a
standard _or infarmal agreement.

1Cv ‘Under the second strategy, the Maghereb countries would join
together with as many as possible of their Mediterranean compatitors on
Western Buropean markets, and in particular with Spain. These countries,
with or withrut having first ensure? the bemevolent neutrality or even
the outright support of the importi-g countries, might reach agreement
ont - :

a) fixing a floor price for sales at the beginning of each seascn;

b) co~ordinating marketing and sales pulicies on the various markets
" 80 -a8 to avoid dumping price sales of products of different origin;

o) fixing a target price for 1974/75, when according to FACQ projec-
tions, there will be a production surplus of 4,500,000 tonss

a) Planning p&o&uctioﬁ expansion on the basis of a growth rate ss
close as possible to the forecast consumption rate in the ohief
export markets and in -aceordance with the target price;

e) launching a generie promotion eampaign for oitrus fruits, fina-
nced partly by the exporting countries and partly by the tradeg

£) obtaining the abolition or gradual elimination of the domestie
taxes hampering expansion of citrus Sonmsumptién in several
oountries, and the particularly high taxes on oitrus juice.
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D. 4loption of the third strategy would mean that nothing could
be done on as wide and international front as the one contemplated in
the context of the first two, or that for one reason or another the
latter did not find favour with the countries concerned. In this
ocase, the following action might he taken Jointly by the idaghrebd
countries; ‘ ‘ o

'a) a campaign centred round promotion of "North African. oranges™
" might be launched;

b) each country might specialize in ageordance with its ability
to supply the various markets; S

¢) the three countries' production might be planned on the basgis
of the varieties most profitably grown and exported hy each of thom;

d) agronomic and éciéntifio research on citrus fruits might be
) co~ordinated, with & view to eatablishing a joint research
unitj o - '

e) storage facilities avai}able in the major'ports might be used
jointlys . - -

f) export supplies might be staggered under a conceited'sohedule;

g) & joint agenecy for sales, distribution and promotion.abroad
7 might be set up after an agresd period. : '

h) the countries of tropical africa might be contacted with &
view to enquiring into the possibilities of selling them citrus
-fruits against the purchase of products such as bananas and °
dried vegetables.

II. CuFFES

4. 48 regards the discrepancy between the african countries'
‘production potential and the basic export quotas allocated to them,
it is proposed that between now and .1971, when the present  Agreement :
is to be re-negotiated, a file ‘on the matter should be started by the s
Inter~ifrican Coffee urganization and the afro~ilalagasy Coffee ’
Urganization, in order : S B e T '

&) to study all aspects of the question, ineluding the possible

effects of a quota readjustment on the world market and on
4frican coffee prices; - - :
* 1) to formulate international tacties for achieving this aim.

B. The african iam:htni.a&hﬂht agrea tollm:nnh"a' Promotion oampaign
goared to the variétiss produced in . afrioca, without distinotion of origin.
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. i Ca Cowordination of coffee research and technical co-operation
between the African bodies responsible for that research might be
intensified, especially between ocountries which cultivate the same
varieties. -

D. . African countries might reach agreement with other exporting
ocountries with a view to adopting a concerted policy with regard to the -
so—oalled new markets, notably eonoerning the prices at which ecoffee should
be scld on. these markets and the establishment of the infrastructure
necessary for ocoffee processing, promotion and marketing. .

E. These countries might also examine the possibility of making
the neoessary contacts to set up an inter—-group of all exporting countries
within the International Coffee Organization.

IIT. COCOA

- In examining the pbssibilities for conoerted aotion by produoing '
sountries, two major possibilities were examined, according to whether
or not it is assumed that an international agreement will be cuncluded..

A. On the first assumption, the pmssibilities of oconcerted action
would be as follows:

a} the Cocoa Produeérs' Alliance should be permanently represented
on the future International Cocoa Council. The tasks of this delegation
would include on-the-spot supervision of the implementation of the 2gTee—
ment and the provision of a framework for co-ordinating member countries!
action on questions concerning its operation;

b) the Alliance sghould be'fully respunsible for eo-ordinating
Yechnical and soientifie research on cocoa by member sountries. The
4lliance's -Sub-Committee on Scientific Research and Extension Services

would hévelto bevome fully operative if this is to be donej

o) - the delegation might also take an active rart in studying problems,
and particularly in co-ordinating individual attempts to reach standardiza-
tion and a stanéard definition of the oriteria of quality and gquality-oontrol
of member States' ooeoca products;

. d) the Alliance might also promote cocoa consumption in member States
themselves and in the rest of the world. It should also urge the Inter- .
national Coooa’ Council to launch a generioc cocoa promotion oampaign aslong
the liges of the World Coffee Promotion campaign.




E/CN.14/WP.1/2T
OAU/TRAD/26 -
Annex

Page 4

o) the Alliance countries should olosely co-ordinate their market-—
ing policies and establish a common scale frr deliveries to the world
market, to maintain the product price at a given level within the price
range specified in the agreement; s

f) member countries mlght agree on a model contract form for all _ s
their cocoa sales abroads .. :

| g) it would he advlsable for the alliance 1o try to recruit new .
members with a view to wider representation and inoreased bargaining
povwer,

B, If the international agréement fails to materialize, the Alliance
oountries might explore the following strategies based on various possible
circumstances:

a) If the agreement cannot be signed because of opgosition on the
part of a major importing country the Alliance countries might erplore
the posaibility of conecluding such an agreement;

b) If several major importers find themselves unable to agree to 1t,
the Alliance members nmight suggest adoption of an informal agreement;

©) If either of these possibilities should meet With insurmountable
difficulties, the countries concerned might consider the possilbility of
operating a stabilizatisn agreement based on floor and. oceiling prlcee
and a eyetem of sales quotagm.

IV, GROUNDNUT5
There are two possible strategies:

1) The African countries might choose to continue their efforts to
conclude an internmational arrangements on oilseeds and henoce on ground-
nuts. For this, they would have to co-ordinate their positions much more »
closely than they have done hitherto, sc as to convince the developed -
countries for the need fdr an agreement of this kind. _ .

2) They themselves oould *21s0 help to qplve, eome of the present
problems partially or wholly.

a) the Council might set up a Selee Commission responsible for _
defining the sales policy to be followed by all member countries, includlng
fixing the minimum and maximum sales price ranges;

b} fo carry out this policy, the Afriocan Groundnut Couneil would
have to set up a "Joint Sales Bureau":
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¢) implementation of this policy would mean that, dnter alia, the
Counoil would have to have the necessary funds-in addition to national
contributions to finance the stocking of member States! groundnut
production, this assist:ince might be requested jointly from the appropriate
international institutions;

_ d) to strengthen the bargaining power of the Joint Sales Bureau with
purchasers, it would be to the interest of the Council to reoruit fnew ‘
memters from other groundnut-producing countries in Africa and in the rest
of the developing world;

" 8) ~ontacts might also be made with African countries producing
other cilseeds and the poaeibility of converting itself into an African
Oilseed Council at a latex stage might be oconsidered; -

jf).iit would also be ﬁsaful to make contacts with non;ifrican
producers »f oilseeds, notably the Asian Cooonut Community; ' '

'g) mepber ocountries might take oonoerted action to do away with or. .
reduce nun~tariff barriers hampering expansion of their exports on certain ..
markeits, beginning with these that apply restriotive-policies to all
member countriess '

'b) establishment of a Research Institute attached to the ﬂfridan
Groundnut Council would also be useful. ’ -

The African countries concerned might contact other natural rubder
producers, particularly the Association of Natural Rubber Produeing Countries,
With a view to learning of their aims and prvjects and, on the basis of
this information, consider the advisability of joining them. Above all,
they should try to formulate a common strategy in conjunotion with the
Agian countries,

Several strategies, at different levels, were exaﬁined:

A+ At the widest international level, the African ‘countries conoerned,
in agreement with the-other natural rubber producers, might campaign for
an agreement Or an international arrangement to which all natural and
synthaetic rubber producing countries and oonsumers, would be parties.

Thie agreement wight provide for the establishment of a buffer stcek,
or,. if this proved diffioculty, an export quota system. - _ S
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B.I_Otherngject;ves might be pursued in common by African and other
produoing countries. These would differ in mcope from the former, Binoe
implementation would depend upon their own activities to a much gregter
extent. : : :

1} It would be to the interest of producing countries tc agree on oL
standardizing the various kinds of natural rubber rroducts, of whatever origin,
to make them correspond to the same technicalpspeoifioations;, ' '

| '2) The prciﬁoing countries might join foreces with a view to setting
up a joint marketing scheme for their natural rubber output, particularly
as regards marketihg;improved‘grades nf natural rubber; . .

3) They might examine the possibility of jointly requesting finaneial
aid and international techniocal assistance to enable them to fasce the problems
of supervizing ord improving the quality of natural rubber and of starting
up research designed to inoreasé the competitivity of natural rubber;

. 4) Steps taken jointly by thesé ocountries might alsoc be useful in
enoouraging the developed countries to open up their markets to improved
grades of natural rubbery : - : ’ '

. 5) The producing cruntries should promise to oomply with the guiding
principles formulated on natural rubber marketing, and to see that they
are complied with. : '

‘ C. As for possibilitiem of concerted action by the African oountries:
alone, they would be well advised to set up the proposed African Natural
Rubber Research Centre.

VI. - IRON ORE

The African countries ouncerned might meet in order:

1) To explore the possibilities of co-operating with each other to 4

golve the problems with which they are faced; x

, - B) To agree upon an approach towards present or foresesable inter- é
national aotion on iron ore. ) : . .

A, Purely Atrican co—operation might be corntemplated in the follewing.
fields:
'1) Co-ordination and even after a certain*périod uhifioation of researoch
on iron—ore technology and steel manufacture would be advisable;

2) African producing countries might-give-each othar teohnical assigt—
ance in training mining staff;
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3) Deposits lying on either side of two countries! frontiers might
be worked in common, with resulting economies of scale and infragstructure;

'“- 4)"Cbuntries might als> group their tonnages to cbtain bettewm
transnort rates, or even pool their own transport capacities.

B. Prssibilities of on-~operatinn with other produeing countries
fmight be of twu kinds: .

1) The African countries should first unify‘tﬁeir_vigys and then
ovmpare them with those of the nther Producing developing countries_pnn
the approach o be adopted to the present intermational action at UNCTAD
level; ‘

2) The produeing countries should alse explore the possibilities
of eco—operation mainly dependent on their nwn efforts:

a) ooncerted staggering of deliveries Ffrom the developing exporting
oountries to certain markets where they are usually concentrated might have
a oonsiderable stabilizing affeoct un iron ore prioces;

b) ocontralizing sales and setting up a joint marketing agency might
also be sonsidered;

c) eas a group, the developing countries would be in a better positimg
to oconvince large developed exporting eountries to Join them in order to
onntrol investments with a view to balanoing supply and demand, and at the
same time safeguarding the pogsibilities of expanding the iron are industry
in the develuping, Particularly African countries as a priority;

d) <his would mean that *he produoing develnping countries must set
up an agency for so-oxdinating their work in the form of an association .
of developing countries vrodueins iron ore,

VII. PEOSPHATES

1) The first roesibility open to the African oountries is to request
the Seoretary-General of UNCTAD o hold the inter-geverrmental econsul tations
provided for in resolution 16(IT) among all the countries concerned with the
phosphate trades :

2) Another possibilily that might be contemplated if espesially
the first strategy were to fail would be for the African oountries to take
steps to oonvene a confermoe of souniriss producing anddexporting,phosphate
rook, . including thetdeveloped-expomﬁerwoonntries; This conferense might set
up a world association of pPhosphate producers and exporters with the following
objectives - K , . ' -

" a) Planuing and co-ordination of rhosrhate invesmtments on the basis
of agreed Prices; '
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b)  ‘market sharing; : . ‘ | .
| 6) 1mprovement of acocess fo‘the markets of the developed countries; |

"'4) development of sales under preferential conditions to the -
developing oountries.

" '3) If the agsociation were noi supported by one or both of the twe
major developed exporter countries, its possibilities of action would be L
oonsidarably reatrlcted, notably on prices. However, it might still txy - : 1
to ‘adhieve, on a limited soale, a considerable number of the taxgets 7 _
listed. ' '

‘t




