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TOADATTT DOCCIRAWIAT DOD OO
WERATED PROCRAMGE FOR COMMODITIES

1. UNCTAD Copmittee on Commodities meb in Gensva, February 10-21,
1975, to discuss, ameng obher subjects, an integrated (l.e. mulbi-
cormodity) programme for cormodities covering a wide rangs of primary.
products. The principal objectives of the propssad programms are
gtabilization of commodity prices at an adsguate lewvel and security of
supplies in internaticnal trade., The rationale for favoring the simul-
taneous negoblation of up to 138 commodities, as compavred to the R
traditional, commodity-by-comnodity epproach is thah it offers a broader
bargaiping framework within which to reconcils the diverse interests of
a large number of producers and consumers.

2. The core of the rated approacn is the establishment of

1
internationaliy-held and int tionally-managed buffer stocks and a
Common Fund to finance tnem. The staff report suggested that tentatively
18 commodities could bs coasidered suitable for inclusion in such a progranm.
For illustrative purposes, it estimated that, at 1970-7Lh or 1972-T7h prices,
the Common Fund would need a line of credit of $11 to $13 billion, with
the amount required for grains alone {(table 1).2. The fund

]

cune-nalf of the

could be financed frcm a number of scurces, including a levy on exports,
contributions from importing and producing countries, borrowings from LF
and ths World Bank, and special assistance from individual {oil) countries
willinz to contribute. ' '

need for achtion, the Secretariab pointed out that
n short-lived and the non-oil developing countries
deterioration in their terms of trade. Even in
bocm contributed $47 billion to world trade in
the benefit to the developing countries was only

3
OECD has estimated that its members could expect to
h the deterioration of the terms of trade of non-oil

e Secretariat pointed out that the commodity-by-
ds stabilizing prices had not been effective and an
ed. However, it was stressed that the proposed

developing countrises.,
comodity approach Lowa
alternative should be explor
Integrated Programme does not discard the commodiby-by~commodity approach,
but 1s meant to provide a comprehensive framework for such agreements.

o

b. The Committee met against the background of the Dakar declaration
issued in the previous week by the Group of 77. This declaration expressed
the view that the developing counbtries continue to be at a bargaining
disadvantage in restructuring world trade. The developed countries have
not taken much action to solve the commodity problem and there is no price
support in world markets for primary products in marked contrast to the
systems operating in the domestic markets of the developed countries, The
Group of 77 passed a number of resolutions, including one proposing the
setting up of a special fund by the developing countries for financing

1/ These are aggregale amounts; since not 2ll buffer stocks would be buying

_-obl.
N

simultaneounsly, the actual credit would be much smaller.
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&, The industeiziized sou ime to study the issus
involved and resqueshbed furthsr osals, including
prioritiss and financial needs. Howews in thair individual positions
several countries supported the creation of buffer stocks for commodity
price stabilization.

7 Tas Common Market countries siated that the pressnt concern of
tre consumer countries for stability of supply is paralleled by the concern
of the producer countries for stability of export earnings. As a first
step thay were willing to negobiatz commedity agreemesnts on wheat, maize,
riza2, and sugar. Since coffee, cocoa and tin agreements wers duse for
renagobiation this year and the FAO IpJer~oveznn=nt 2l Grovp is examining
11ity of a tea agreament, they thought that their offer cove”ed
portion of the UNCTAD prowoaeq list of 18 commodities, although
zed That foodgralns were nov of major export importance for the
countries.
3. AL itz concliuding session the Committee agresd that the Secretariat’s
1 ul basi further work on an Integrated
ush

itable solutions to the problems of
neral of UNCTAD to elaborate the
amme, further incliuding:

ies f' stecking, -~ management
ciples and rules and objective
and ca¢¢;1ng costs of stocks,

(b} amounts, terms, techniques and prospective sources of finance
s

g. The Committee on Commoditi xpected to raconve
this year {in summer, and again, 1at continue % 3
It will alsc review the effect of stabilization on the imports of th
developing countries, parti

recormiendations or submit
in Nairobi,
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ularly the poorest. It may uhcn make
nclusions to CHOTAD IV, scheduled for April 1978

1C. The Commiltze a d1 scussed or took note of a number of other
issues, including indsx t ¢ wodlby prices, reduction or elimination
of tariff and other trade harriers, possible dimprovements in facilities for
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INTERNATTONAL, STCOKS s E3TIMATED PURCHLASE
Cost,
Commodity Stock Required rices inz
19721970
{1000 tons) ion)

Crains 5,000 5,900
Sugar 5,500 1,655
Coffes 15,000 1, 00
Cocoa 300 L28
Tea 90 10h
Rubber 375 229
Cotton 535 668
Jute and

manufactures . $3 1060
Sisal 11k 32 L6
Wool 228 505 661
~ ~ Qr o
Copper 557 85l 955
Lead 240 91 107
Zinc Les 273 370
Benxite

{al, conteni) 825 17 52
Alumina

{27, conten®) 562 83 85
ITon ore 26,000 286 312
Tin Lo 194 227

Tesal: 10,673 13,149
Source: UNCTAD: The Role of Inbernationszl Commedity Stocks,
TD/B/C.1/166/Supp, 1, Dec. 12, 197L.
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The report of the Sseretary-Genesral, and his proposals for an
egrated Program f o ies, are of greab inberest to the Dank as

a major institution concermed with Pinzncing develsopment in the developing
countriess, We welcone the initiation of discussions on coacrete proposals
to deal with the parsistent commedity problems wnich are of such grsatb
importancs to the prospscts of the developing countries, and particulariy
ths poorest, The Bank staff remains ready to cooperate fully with the
UNCTAD Secretariat, as we have dones in the past,

The Bank has reviswed the commodity problem on ssveral occasions
in the pasi. For exemple, in 1968/69 the Bank staff undertook a study on
“Stabiiization of Prices of Primary Products."  The Board of Directors of
the Zank, after a thorough discussion of the analysis presented and the
rsc ndations made by the staff, decided that the “orld Bank Group could
238 its nmember counbries to help solve the commodity problem in close
co tion with other national and international agencies in several ways,
in ng a financing of diversification projects, assistance to inter-

cormodity agreenmsnts and strengthening the competitiveness of
! r1d trade through, for example, research and develop=

The comediiy problem within its broad context of trade policy for
ty w2sS alsc examined in 1969 by the Commission on International
ced by the former Prime Minister of Canada, Mr, Lester B.
crmissicn recammended that financing of reasonable buffer
ort of well-conceived commodity agreements and policies
gnized 25 a legitimate object of foreign aid.

With a view to implement the recommendations of the Pearson

Cormission and the decisions of its Board of Directors, the Bank enlarged
and expanded 1ts role in the diversification of the econcmies of ths dzvel~

g

oping countries who depend so heavily on exports of usually a couple of
primary producis. It increased its teschnical assistance and support of
international camnodity agreements; it entered intc consultative arrange-
ments with specialized commodity bodies to ensure that Bank actions affect-
ing those commodities were consistent with the policies of those bodies.
Reccgnizing the steocking of commodities as a legitimate and important ssg-
ment of the production process, the Bank expanded its assistance for food-

grain warehousing facilities in several countries, The Banx also took
measures to assist the developing countries in helping m procesSs an

p.
[F2 83
a7 share of their raw material exports within the
whether i1t was as simple as washing of coffee bsans or more comp
manufachure of plywood. The record of the Bank in these fields is well

documented and it is not necessary Lo give the details here,
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1974 on in scme mempers of the Beard of Directors asked for

2 3 financing of stocks and Mr. McWamara
Nk was nrepared to exanine the issues and intricacies

i regiest had so far besn received,

O a

th on the evolution of Bank
before the Commi

It is not possible te foresss 2ll the issues that may arise in con~-
necticn with the implemen Latiaﬂ of Rank pclicy, but a few of the major areas
can be identified, Bank loans require govarnmental guarantses, In cassa
of nationzl bufier stocks this is a simple igsue but with an international
buffer stock anthority the nature and form of such guarantees will need to
worked ocub. Bank lending alsc requires findings as to financial viability
and repayment capacity. Once the nature, scope and orgzanizatiomal struc-
ture of an international buffer stock is agreed on Ln9s queouloja can be
dealt with. Ocper issues relate to the amount of financing rsguired, the
availability & financing from various sources and the division of 5aiqs
from stabiliz: tlon measures betwesn developed and develoning countries. I
mention these questions, not because tney are insuperable obstacles but in

sals

e e
order that they can be kept in mind 2s discussions proceed and propo
are formulated,

ns between the Bank and
t commodity bodizss have
nafizizl, We remain ready to Durther

m

The harmonious and close worki
the specialized U.H. Agenui '
been productive and mubtually be
sureqfdhbq the bonau of cooneration,



