
L UNCTAD Committee on Cc·::::'L'":.OC:.:~ties met J.n Ge::1e·va., February 10-21, 
1975, to di~3cuss, s.mcn.g other suojects_, ,::n integrated (i.e. multi­
cc:r.rmodity) progra.TfiDJ.e for cor.rmodi tie3 covering a tri.de rar~e of primar"J 
products. The pri~cipal objectives of the proposed programme are 
stabilization of comraodity prices at an ad::quate level and security of 
supplies in international t::-J.de. The rationale fer favorin,; the simul­
ta:;.eous negotiation of up to l3 cor.unodities., as conp3.red to the 
tr~dition:tl, comm.odity,~by-co:n.>';lOdity approach is that. it o:'fers a bro:1der 
bargai.ciztg fra..'Jlework W'ithin Hhich to reco::1cile the diverse interests of 
a large number of producers and consumers. 

2. The core of the integrated approach is the establishment of 
in~ernationally-held and internationally-man~ged buffer stocks and a 
CCT"....mon k"1d to fir.ance the.-a. The staff report suggested that tentatively 
18 commodities could be co~sidered suitable for inclusion in such a program. 
For il:ustrative purposes, it estimated that, at 1970-74 or 1972-74 prices, 
the C~~on NL~d would need a line of credit of $11 to $13 billion, with 
one-half of t~e amount re~1ired for grains alone (table 1).11 The fund 
could be financed fran a nu.:1ber of sources, i::lCluding a levy on exports, 
contributions fro:;J. L-nport~"1g and producing countries, borrowings from Ii{F 
e.r.d. th.e Wor::'..d Bank, and special assistance from indi ;ridual (oil) countries 
~~l2.ir-~ tv co~trib,~te. 

:. ::t::;;hasi·zi:l6 -:-.-2e :::eed for- action, the Secretariat pointed out that 
-::-.~ :: ::;::-;.~c~~::; baom hs.3 been short-lived and the non-oil developing countries 
c..re ::.:.~ely -:o face se:.""iO!lS deterioration in their terms of trade. E<ren in 
l972-l97~, ~~e~ ~~e price boom contributed $47 billion to world trade in 
non-oil pri!"".a~J products J the benefit to the developing countries was only 
$11 bi-; l ~ cr:1. Fa:- 1975, OECD has estLmated that its members could expect to 
gain $7~ billion through the deterioration of the terms of trade of non-oil 
developing countries. The Secretariat pointed out that the conmodity-by­
caw~~odity approach towards stabilizing p~ices had not been effective and an 
al ternati 'Te should be e:rplored. However, it was stressed that the propos~d 
Integrated Progr~~e does not discard the commodity-by-commodity approach, 
but is meant to provide a comprehensive frG..rn.ework for such agreements .. 

4. The CaTh~ttee met against the background of the Dakar declaration 
issued in the previous week by the Group of 77. 'l'~'1is declaration expressed 
the view that the developing countries continue to be at a bargainir~ 
disadv-cmtage in restructuriP..g world trade. The developed countries have 
not taken much action to solve the ccm."llodity proble;n and there is no price 
support in world markets for priP..a::J products in marked contrast to the 
systems operating in th3 domestic markets of the developed countries. T:.'1e 
Group of 77 passed a number of resolutions, includins one proposing the 
setting up of a special fund by th:~ developing cot:ntries for financing 

17 These are aggregate anountsTsince not all buffer stocks would be buying 
- si.rnultaneously, the act.J1al credit would be much sm;:1ller. 
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5. 
4!1·~ C}:~_i.r::':l st:\J~~ly· ~::tu;rtJo~ted tJ~e Uii\~l1 :~}) p:-·opo3~·-~Ls a.t tlte Co!ffinittee on 
Cc..:r.:r~!.C)fliti.0S ~ I~o?,-.:rTt~r., a:1.e co11nt.Ty· d.id cat:tiotl t~rc Cc~rt'"ll t-:-_,.~9 th.~t.. dG,.·]·eloped 
?O~J.r~t!~ie~ ~~~1oul_d n,2t 'be_ i:ien:~~fis~_.,(_l~:~ ~ tt1e ~-?portin .. g ~ourltrj~e?.,. ~j,1st a:s d3:'~lo?­
lng co1.ln-crJ..es (:~j011_Lcl Il:J~ r~e ld\~!::-LtJJ_:t. Le:_1_ 2.5 t11e :_~_x:portli:g cort:r[,rlBS" T118 dl-Jtr~-
b1.~t.iorl of ben:.=J~:-i.ts sl-:.Guli be ~:;~·1r<:~_f1:;.l2_~: ?;~~cD.:~-d.~l-3d lest a =L;:~ .. ~ge s!lare ~~"2nt to tie 
r:..c.n.e.~ rv:rC.ion.s .... 
6 ~ 'l'lre .i.:1c:.u3t.ri:::..li,.~:=;cl C<Ji_~.rl~.r--~e:; ::-r..?..:lt-~d ~iOr8 t.i.1ne to study the is .. S1J.es 

involved a:J.d raquest.ed .furt.h:n:• r..eE'iae:n.e!1:. of th·~ proposs.lsJ including 
pri:).riti-cs a.nd J.'ins.ncial ne~~ds. Eo:'!'e\'Br.) in their indi·v-idc.tal positions 
se:re:t·al co1~ntries support8d ·the crea.tioz:. o:f..' C'Jffer st,oeks for cor.unodity 
price stabilization. 

7, T11e Common Ma.rk~t count:::-ies stated that ths present concern of 
t1:e con.stL"ne::' cotlntries for stability o.f' su.pply is par=tlleled by the concern 
of the producer countries for stability o:.' er;Jort earnings. As a first 
step they r,;ere ':.filling t :::> negotiat.;:; cm;-,.';J.odity agreements on lY'hea t., maize, 
ri::::., and sugar. Sine~ coffee, cocoa c:u:.d. t.Ln agreeme.:-tts were due for 
renegotiation this year and the FAO In':.ergovern.c11ental GroL~.p is examining 
the possibility of a tea agree.rn.ent, t"o.2y thought that their offer covered 
a si::.c::o.·::.:lc portion of the LJNCTAD proposed list of 18 cor::noclities J although 
thsy realizei :.:-:=.t :~::;ocigrains ;;;ere not of major export importance for the 
dc~~~*el Jpi::~~ c 01.1.ntries . 

.2.t :i. ':..3 co::-_cluding session th,~ Ccrr::m.ittee agreed that the Secretariat 1 s 
p:-c::;: C:35.ls c o.-:.:r::i. t·:1: sd. a l!Seful basis 1' or .further work on an Integra. ted 
::c:-;:-~--:-..;-::.e w~::.c::·1 :.::r..:ld lead to just and equitable solutions to the problems of 
c::::::::cc:.:.:.:..-ss. I-v requested the Secretary-General of UNCTAD to elaborate the 
provis~~·:·::.s c:.: t~:e proposed Ir1tegrated P:-ograrn.me, fu_~ther iRcluding: 

(a) suitability of indi1.ridual corcr.-:odHies for stocldng, - manags.'ilent 
:measures including operating p~'inc:iples and rules and objectives 
of intervention, size_., 1.oc?.ti.on and carrying costs of stocks; 
and 

(b) a.111ountsJ terms) techniques and prospective sources of finar1ce 
f .. or stocks. 

9. The Comn:.ittee on ComnoditieR is expected to rsconvene twice more 
this year (in Slli--:l.TJ.er, and ag2.:i.n, late in. l97SL, to continue the discussions. 
It ~rill also revie~v the effect of stabilization on the imports of the 
d>O'.veloping countries, particularly the poorest. It may then make 
recorn:m.endations or submit conclusions to GNCV.D Til, scheduled for April 1976 
in Nairobi. 

10. The Com .. ::itt;::e also discussed o::: tovk note o:f a munber of other 
issuesJ ir:clw:li:"J.g indexation of comF;oc~l.t=; tJ:.'ices, rHduction or elimin2tion 
of tarif:f ar1cl otl1er trade b2.rriers J po::~sib1e i~lpro,,~.::::!""."!enC:j in ~facil.i ties i'or 
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~-~·=~:?:per~satc.~t f•_i:c:u:I.r~c~'i_n~~ of :.::.4·-cp,)i:"t I~2J. 1_ct;.l·~,.~.L~:;:1s d.r:.ct ctLr-.:.ct ;;~ssis~a.-c1::~ t~o 

Jnt.~e.-r'rl~ t.ion~1=t. t::JJ' (Bi~ s+:.f.')r.~cn \9 

and ~olici~s regarding the financing ai b~ffer s~o~ks. (Co9y at~ach2d). 

12, 
+Jh.::; Int·3srated P_.:,ogrEt:nzne aild t.t~B rsne; .. ;otiatio~1 of s8·,,:;~ .... a1 con:rnodlty· 
~£:;re;8:Jlen·ts C.ue t() ta:..:e p1.ace this y·c;3.:r~ 

:S0':!!1ct;;.ic Analysis ar:d Projections Department 
Dnvelop::nent Policy St.aff 
}~~r-c:1 12 J 1975 



r~ C ::rr0.1":1 odit y 

I 

Gr?.ins 

1

/ ~~~;~e 
Cocoa 

1 Tea 

I 
I 

I 
i 
! 

I 
: 
; 
; 

! 

Rubber 
Cotton 
Jute and 

ma:mfactures 
Sisal 
-: "1 /,OO.J.. 

Copper 
Lead. 
Zins 

( al. content) 
AltL'1.ina 

':'- .... ..... ! 1j; 

.i.. ~_. u::~....;... • 

'
I \ 1000 ton:::;) 

~c) ,000 
5_,500 

1.5 ,C·JO 
.300 

90 
375 
535 

llh 
228 
557 
240 
h25 

825 

562 
26 GOO. ' ' 40·· 

I 
• .....i. 

-~ nillion) \.P 

1~) 725 5 o' r :J / q.CJ 

l 1 2CO 1,665 
1.,09"? 1,200 

33'1 428 
l .... , _v_J..... 104 
193 229 
557 668 

93 100 
32 46 

i)n::.:' - ~..; 661 
354 955 

91 107 
273 370 

47 52 

8J 85 
286 312 
lQ' /Lj. 227 

10)673 13,149 

So:.:rce: D1TCT.ill: 'l"ne Role of International ConL'1Wdity Stocks, 
TD/B/0.1/166/Supp. 1, Dec. 12, 1974. 



1975 

The report cf tt:.e Secretary-General, a::1d his proposals i'or an 
In-teg_;_""crt.::3r:.i P~rogra11 for CGr!m0(12.ties, 2r2 of great ir:te:est tJ the B2nl< as 
2 .. r:taj ::~r j_ns-:.itutio.ti. conccrTied with :fin.3.n.cir.~g de~relcp!T.Letlt ir1 -!-._:.he develcpj~r:g 

co11ntrieso T:Je 1~8lCG7718 th9 initi3.tion of disct:s::1ion.a on COl1Crete proposals 
to deal ~'itl1 t11c pzrsisten.t, C·'Jffinlodity problems '1-lhich are oi .. such great 
i.t--rrs:>orta.r..ce to the prospects of the developing countries, and particularly 
the poorest. The Ban.!.:: 3to.ff remains ready to cooperate fully with the 
UN-::::r)J) :3ecretariat, as H8 have done in the past. 

The Bank r.as r8vim,;ed the cornmodity problem on saveral occasions 
in the: pas-:... For e::rz1.ple) in 1968/69 the B;).nk staff undertook a study on 
11Sta~il.izs.tion of ?rices of Pr:iin.ar-s Productso 11 T:.11.e Board of Directors of 
t!:a 3c:,::::-:J after a thoro:1gh discussion of the anaJ.ysis presented and the 
reco;-;:r;er:.~ations :rr.ade by the staff, decided tb.at the /k>rld BarLl< Group could 
2.ssist its nen.ber countries to help solve the commodity problem in close 
coo;::?.r:.tion Hith otter natior>.al and international agencies in several ways, 
includin6 a fin;L"lcin£ of diversification projects, assistance to inter­
::1a~i:::_;.::_ cc;-:::odity agree::J.~nts and strengthening the competitiveness of 
-;:::-~::c.:~r nroducts in world trade through, for example, research and develop-

::::e C:)::.-:;,oa..l:::.y proble.m 1-1ithin its broad context of trade policy for 
::::=-,-s::.:::::::==:T;:., h":?..S also exailined in 1969 by the Commission on Interr:ational 
::Jec;--:o::..::::::::e:-~t_, :::eaC.ed by the former Prime ~Unister of Cana¢a. Mr. Lester B. 
Pears:n~ 'I'"ne Co:::nissicn reccrr..:11ended that financing of reasonable buffer 
stocks LJ. suppcrt of well-conceived co:rrrnodi ty agreements and policies 
shoulC. oe recognized as a legitilTI..ate object of foreign aidQ 

Hith a view to implement the recormnendations of the Pearson 
Commission and the decisions of its Board of Directors, the Ba~< enlarged 
and ex;~a.1ded its role in the diversification of the economies of the d2vel­
oping countries who depend so heavily on exports of usually a couple of 
prima!Jr proT~ctso It increased its tec~1ical assistance and support of 
international ccmmodity agreements; it entered into consultative arra.J.ge­
ments with spec:ialized corrJnodity bodies to ensure tha.t Bank actioC'LS affect­
ing those commodities Here consistent i-rith the policies of those bodies. 
Eeccgnizing the stocking of commodities as a legitimate and important s::;g­
men.t of the prod:uctior>. process, the B;:;.nk expanded its assistance for food-
grain \-rarehousir1.g facilities i.n se-r.reral countries It The Bank a~o took 
measures to assist the deYeloping countries in heJ.ping them process an 
increasing share of their raw Jil.aterial exports ~.;ithin their o~m cm:ntries, 
wheth2r it Has as sLnple as uashing of coffee beans or more complex as 
manufacture of plyHood. The record of the &l..l"1k in these fields is '..rell 
docmnented and it is not necessary to give the det3.ils hereo 
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1~-~;a.i.11 ii'l 197J t.~L? l~::-tl--0:: :::·;~a-~"'-~' :J.:.'"'~~:p-:li...,:::~(i J. rspr;rt 0:1 nDe··~relo:JT7l?.:~t 

Polie:y· _fo:r· Cou.r±·t""'ie::j i.tJ_gh1:~- Dep2~.:J::;~: on E..:c:r~o~-:::-j of ?:r·j_r.-~a~:r Pr·o::.l:::;-0;~, ~: Th'3 
:ce·po:r.~ dlscu.S32(l ~ai:l< G-roup pc1icy· ::--:: 1~:-:.. ~in.g to cc-~1-~-:G ~"ies higl1l~y d3p~..:.:r.::.tien.t on 
err?orts of p.r.J~c:CJ..1~F p!'!odt~0~:.s ~~rit;h ul---~::.. .. ro:.t"3.l)J_G 2i'l3:Cl<et p.r·ospect.s., Ti18 an:.~lT·-
sj_s shG:-r-ad th:lt i~1 scrr.-3 ~:t:S'-"!3 lt~-:1~r .. }-:e·;~J (:;::~g? ... J.l~:atiort sc.:1.3:rtes c2.n heip ;::;tabilize 
and incl'~eas-e e.i:po:t.-r;~. c~a~~r5_r1es of Cte-:->te~2 .. (J-pi·ng co~.:.nt:ri2s ~ Also, a :::-1ajor obsta-­
cle to gr·o:.~·th of ag~cicl_ll-~-u.ra.l e~qo-r:--~s _frorn tfh? d2·velopi.:~g CC;'!Jntries a:'e 
trade ba.r~C"ie~es iJ-;lpo~~r.:t t:r -t-1"1:3 dG~rel-::J.?~;cl GGLL:J.tries ~J:.-~h the purpose of lj_.l~j;t-
i.r!.g acc.:.--:<3.3 to J o: ... J. .... c'!SGJ.""';r~L:-·.;; -~~:.e rn.~-:t.!~~:2·: £\:;x· ~.~~Di:1~3a tit; pro~iur_;ers ~ BiJ.t t~ne 

repo·rt po:tnt:~<:l ouC th3.t tl1G co~o:1i p:('?Olc;n. is m·:st diffict:lt for 8:7..2-ll 
pooi .. cou~1t.ri~;s ') Co-:1c:;2qu;-;~'J.t1~r j tfte >kJrld Bc~n.k Presir.if~nt directed tha-t the 
BJ.l1k r}!'OUp lendir~ a!lc~ technical assistan.ce p:rogr.x,ts should emphasize rrteo.­
suras to :L;rpr- o<;e export prospo::cts of -:,hese countries. 

:During the cliscu;Jsion of this paper Ba.:Jk policy tcwards financing 
of buffer stocks Has once again re;rie;.;ed by the Board of Dir.ectorso The 
?resident of the Ban.:..C stated that, i:' buffer stock financing Has of broad 
interest to M2.'Tlber governments, and if the Df and other resources ;.iere 
i:Bdequate fol~ the purpo3e, he vmuld consider proposing that the Bank pro­
'ride .:ir3:1Ci3.l support to coJ.r1tries ~~rticipe..ti.ng in corn..'7le>clit~7 2.greements 
or ~in.anci~g buffe~ stocl(s directly. 

In l97L. once again scme memb:;;.:-s of the Board of Directors asked for 
clari Pi~e.:'::..ion about Bailie policy to~·/2.:--,-::a financing of stocks and Hr. Ncl\Ta.-a3.ra 
::-elter3.ted ;:.hat -:.!::a 3:::nk was prepare::'. to exa-;;inc the issues and intricacies 
:::f ou.f::'er s-1:-.c:::k fi::J.an;::i:!g, but no re~~.:est had so far been receivedo 

~,?. '7.:-:a.:._r-:':"'!11 I have dHelled at some length on the evolution of B::wJc 
;;).:_2.::::.- -so~·iarcis ~i:u::.cing of buff9r st:x:ks, to p;J:t, before the Ccmrnittee a 
c.::.::ar o;ic7:;:..:::-e :·: 3 ~:lk policies on ths s:~bjecto In essence, the policy 
:-e!".2.ins tha.-: uf-.e :Sa.:J.k is ready to re::eive applications fa:- fina::1cing of 
bU:i'er stocl-:s a.r£. exa.'TI.ine them in eaci case on its merits. 

It is not possible to foresee all the issues that ~AY arise in con­
!1ection ~r<"i.t~ the :L."lplementati•)n of Bc:.::Jc policy, but a few of the major areas 
can be identified. Bank loans requ:.re govern..;11ental guarantees., In case 
of fl3tioml buffer stocks this is a si.:"lple issue but Hith an international 
oJ.ffer stock authority the nature and form of such guarantees ?i-ill need to 
-y;orked out. Bank lending also requi ;.~es findi:J.gs as to fi!1ancial viability 
and repa:yment capacityo Clnce the nature, scope and organizational struc·-
ture of an international bufi'er stock is agreed on these questions can be 
dealt w"i.tho Other issqes relate to t:'le amount o"£' financing required, the 
availability of financing from variot:s sources 3.::1d the division of gai.:1s 
fron. stabilization n0asures between de7elo?ed and dc•rel•)ping countries o I 
mention these qclestions, not because -w0.ey are j_nsupcrable obstacles but in 
order that they ca....'1 be kept in mind ::s discuss: mts proceed and p:;:•opos:1ls 
ar·e forrrmlatedo 

The har!no-:tious and close ~·rorki:1g relat:i_ons bebreen the Ban.tc and 
the special:Lzed U .:J. i\gencL=.:s and the :i_ndependent corm1odit_:r bodi-::s have 
been pro±H:t.ive and mutually benefi:-:.al, He remain ready to fu:r·ther 
strengthen the bo:-tds o:~ cuoperationo 


