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INTERNATIONAL DEVELOPMEMT
ASSOCIATION

INTERNATIONAL BANK FOR I INTERNATIONAL FINANCE
CNSTRUCTION AND DEVELOFMENT CORPORAT | ON

— -~ 2 y " Z ol ” .
OFFICE /‘v‘\it;f\/\QRAF\s)u/‘” fle Comot

TO: #Mr. 0o Te Wo Price DATE: February 25, 1972
p - 3 1 . ;';',’,
FROM:  Andrew C. Huang /i
SUBJECT: cketo-office repor b on trip to Hew York City and Cambridge, Massachusetts,
: I'r:;b«ua.::?y 13-16, !Q'P o =
P
1. I visited New York City and Cembridge, Massachusetts, besitueen
February 13 and 16, 1972, in search of suiteble a2lternative aluminum con-
sultauts to underteke an ad hoc report on the cutlook of the world bauxite/
J

“alwminum indus ory 1 contacted the following threc conualunw firms with
speciel knowledge ol aluminum:

In New York City:

a cuﬂd (Oo

Stewart R. Spector, Senior Analyst, Oppen!

Jn Cambrid

gey Massachusetts:

ames C. Burrowsy, Senior (nm';ﬂ bay *, 'I‘Domr‘ 4. Domencich,
V»u, Pregident; eand Gerald Kralt,
Associates, Im.., and

Auguste Ee Rimpel, dr., S;Mor onsultant, Hconomic Develep-
ment Ssction, International Operating Grouwp, Arthur D.
litile, Inc.

ep
the possibility of engaging a suitable carﬂﬂktinw firm to do a study on

the world bauxite/aluminum industry. Onc of the leading objectives of +MD
report is an assessment of the competitive stzéngth of the three traditional
bauxite producers in the Caribbesn, i. e., Guysna, Jamaica and Surinam vie-~
a~vis such new producers as Australia and Cuinsa. I furtne“ indicated thet
since tining is of the greatest importance, the proposed situdy perhaps could
be undertaken in two different wvays, implying & choice between (a) a compre-
hensive, in~depth study on the world bdu}ite/ﬂlwn inum industry with spoecial
enpphasis on the th?gv Caribbesn producers mentioned sbove based on the out-
line shown in Appendix A (attached) or as an alternative, (b} a pilot study
cenvered on the three countries in question based on the terms of rererence
thown in Appendices B and B-1 (attached).

20 During the diccvseicng; I mentioned that the Bauk is exploring

3. In response to my proposal, all three firms mentioncd that thoy
are fully quelified, in terms of expertise, te undertake the study we need
and would be interested in such an assigmment. HMeanwhile, in ,)U.ppor't, of
their respeciive professionai competence and experience in carrying out
seignnznts of this nature, copies of the following publications were made
achll(,._‘{,‘l() to me:




M‘f‘. 00 Te .w‘e Price o 2 S ) Febrllary 25, 1972

(a) "Aluminum Industry, 1970-71, Survey of Free World Pri-
mary Alvminum Capacity, 1970-75", by S. R. Spector;

(b) "in Feonomic Analysis of the Aluminum Industry", pre-
pared in 1971 for the U.S. Government, by Charles River
Associates, Inc.; and

(¢) Table of Contents of "Aluminum Industry Outlook to 1980",
a report prepared by A. D, Little, Inc.

lio At the end of the discussion I left with each firm a copy of the
outline of the proposed study, namely, Appendices A, B and B-l, for their
information and comments, and requested that they furnish us with separate
detailed descriptions of the two proposed studies (comprehensive and pilot)
as soon as possible; the replies should indicate:

(a) A suggested outline of contents;

L

(b) The starting and completion dates;

(¢) The costs involved; and

(d) The name or names of specislists primarily responsible for
the assignment, together with some re¢levant information on
o 3 &
their academic and professional backgrounds.

o
5. In the cases of Mr. Spector (Opnenheimer and Co.) and Charles
River Assoclabes, a reply may be forthcoming before the end of February
1972, and in the case of A, D. Little, Inc., a reply is promised by mid~

March 1972. v

Attachments o

cc: Messrs. Stevenson, Beriie, Chardon, Kuczynski and Richter
Miss Noel



AQﬁendix A

i e s e e

A Study on the Vorld Bauxite Industry
with Special Reference to
Jamqwcd/Gulana/ﬂurlnmh

1. - It is env1uaged that the contemplated study will concentrate on
surveying the competitive advantages offered by each of the major countries
to the conccssionwry co%pqnleb by reason of the quality of their resources,
conditions of production”and the present terms oi the government-company
agreements. The study will then consider vhere pressures for adJucumnnus
in such agreements may arise and the probable implications. The compari-
sons will cover such factors as ore qualities in relation to world demand,
current and prospective costs of production of bauxite/alumina, the struc-
ture of royalties, taxation, transportation costs, etc.

2 The study should examine in detail the competitive position of
leading exporting countries, including Jamalca, Guyana, Surinam, Australia,
Guinea, Ghana, Yugoslavia and Greece, vis-a-vis the concessionaire pro-
ducers and each other in their drive to broaden their respective shares of
the world export market and/or to increase their revenues.

e One possible approach for the evaluation of the competitive posi~
tion may be made in terms of':

(a) The average alumina and silica contents of the
bauxite ore;

(b) The production costs of bauxite/alumina;

(¢) The f.o.b. price structure of bauxite in 1960-70
(dollars per long ton):

(d) The c.i.f. bauxite price structure of leadan pro-
ducing countries with respect to "the United States
East Coast, Northwest Furope and Japan in 196070
with breakdown of f.o.b. and freight costs; and

(e) The pattern of royalty rates and taxation governing
bauxite/alumina in leading producing countries with
special emphasis on the Caribbean area, Guinea and
Australia.

h. The study should include, if fcasibWG, an assessment of the eco-
‘nomics or viability of aluminum production in bauxite producing countries.



Appendix B

General Remarks on the Proposed Bauxite Study

Company - Host Country Problems and Prospects in Bauxite

8 The study is intended as an initial step in meeting the request

of the Central Americs and Caribbean Department. Its purposes include
providing a basis for evaluating the probable course of future relations
between government and concessionary companies in the major producing
countries and helping to project trends in future investment and in bauxite/
alumine revenues in Jamaica, Guyana and other countries. IFC is also in-
terested in the study in connection with its consideration of a bauxite-
alumina project in Ghana.

2. It is envisaged that the present study will concentrate on sur-
veying the competitive advantages offered by each of the major countries
to the concessionary-companies by reason of the quality of their resources,
conditions of production and the present terms of the government-company
agreements. The study will then consider vhere pressures for adjustments
in such agreements may arise and the probsble implications. The coumpari-
sons will cover such factors as ore qualities in relation to world demand,
current and prospective costs of production of bauxite/alumina, the struc-
ture of royalties, transportation costs, etc.



Appendix B-1

Terms of Reference - Study on the
Bauxite Industries of dJamaica, Guyana and Surinam

i o As we have pointed out during various discussions between our De-

partment and yours, we attach great importance to a study that will assess

to which extent the CGovernments of Jamaica, Guyana and Surinam are able to

increase their share in the benefits generated in the bauxite~based sector.
- :

Pia The study should provide the following assessments:

(a) Position and prospects of the bauxite-clumina producers in
Jamaica, Guyana and Surinam in compar’-on to that of major
competing countries ‘

(b) Relationships between the Government the three countries
and the aluminunm COmpaDLGu in compariscn to arran*cn ents in
major competing countries; means and Usopﬂ left to increase,
within the present institutional framework, the conbribution
of bauxite-based operations to the coantvies'forgign exchanﬁe
earnings and fiscal revenues, to the development of linkages
and to employment generation; and economic feasibility of
joint ventures and nationalization as alternatives to the
present arrangements; and

(¢) 1In particular, the state-run industry in Guyana should be
assessed regarding its financial viability, particularly
against the problem of selling its products in oligopolis-
tic markets.

3. : To achieve the objectives of the study, the following information
base and analysis would be necessary:

(a) Supply and investment. Bauxite deposits and mining capacities;
11Pcly competition tnrourh bauxite substitutes; existing and
planned alumina capacities; existing and planned aluminum
capacities (Surinam) and thn fea sibility of aluminiva produc-
tion in Jamaica and Guyana.

(b) Costs. Unit costs of operations and average total unit costs
in comparison to operations in major competing countries, in
pdrt'cula“ costs of production, of basic inputs, and trans-
port costs.

(¢) Returns on total investment; and

(d) Analysis of companies' and governments'! policies:

Companies: criteria applied in negotiations with govern-
mynts decisions taken on investment, production, financ-
ing and profit retention; degree of autonomy of local

sub81u aries;

Government: criteriz applied regarding concessions,
royaltlcu, taxation, volumz of production and prodvct
mix; and



Appendix B-1 (cont'd)

o B

User Countries: trade policy on bauxite, alumina
aluminum and aluminum products.

I The assessufnt of future relationships between companies and
overnments, to be carried out against the background of the long-term
3 (&3 5} o
development of the aluminum world market, would include:

(a) Expansion plans of companies in the three countries in
the context of their global expansions plans; and

(b) Alternatives for government action:

- increase in taxation, combined with partial rein-
vestment of profits in sectors of the national
economies other than mining.

- joint ventures with or without ulterior full na-
tionalization.

- nationalization with or without service contracts;
joint sales organization and eventually, joint pro-
duction ventures among the three countries.
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OFFICE MEMORANDUM [y [emedit™
TO: Mr. Robert S. McNamara DATE: February 11, 1972 Lt
FROM: Hollis B. Chenery 'Tﬁ;ﬁ /,/”//////////

SUBJECT: Prospects for OPEC-type Actions

L In response to your request of December 13, 1971, I submit
the attached paper entitled What are the Opportunities for
Raising LDC's Earnings from Exports of Non-Fuel Minerals
through OPEC-type Cooperation? by Mr. Varon of the Economics
Department. Tt is in the nature of a policy-oriented brief
rather than a full exploration of the subject; a more detailed
treatment of the subject is available in the Economics
Department's Trade Policies and Export Projections Division.

2 In summary, it seems unlikely that a success of OPEC's
proportions can be achieved through similar means by producers
of minerals other than oil. Not only is the economic rent much
larger in the case of petroleum, but the bargaining power of
petroleum exporting countries is also greater for a variety of
reasons. No other mineral combines the relevant attributes of
petroleum: (1) its indispensability to importing countries,

(2) its relative immunity to the threat of substitutes, and

(3) the heavy concentration of the known world reserves o
small number of developing countries in one region. Moreover,
the current market situation for the majority of non-fuel
minerals is unfavorable, and consequently the bargaining position
of their producers is particularly weak at present. There may
be some scope for raising revenues by concerted action in one oOr
two minerals, especially bauxite, when the economic situation
becomes more favorable.

3 Bauxite is the commodity which, prima facie, most resembles
the petroleum case. While its global reserves are not as limited
as silver and not as heavily concentrated in the LDC's, as tin,
four developing countries (Jamaica, Guyana, Surinam, and Guinea)
possess over 50% of the world total. In addition, while not so
immune to substitution as petroleum, bauxite enjoys perhaps the
most favorable long-term demand prospects in industrialized
countries, and this gives some bargaining power to the exporting
countries.

4. The bauxite/aluminum industry is one of the most vertically
integrated, foreign-company dominated and complex of metallurgical
industries, and the developing countries are concerned as to
whether they are getting a fair deal. There is little solid
information available on the size of the economic rent in bauxite,
its determinants, or the revenue potential attainable through
concerted unilateral action by producers and/or more effective
negotiations with the foreign companies. The Economics Department
and the Area Departments concerned are currently negotiating with a
consultant to undertake a study on these topics. The findings of
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the study should enable the Bank to give clearer guidance on

fiscal and economic policies to the bauxite-producing member
countries.

5 No other study or action is recommended at this time.

Attachment:

Paper entitled "What are the Opportunities for Raising LDC's
Earnings from Exports of Non-Fuel Minerals
through OPEC-type Cooperation? -- A Brief Answer”

cc: President's Council
Economic Committee



WHAT ARE THE OPPORTUNITIES FOR RAISING LDC'S EARNINGS
FROM EXPORTS OF NON-FUEL MINERALS THROUGH OPEC-TYPE
COOPERATION? -- A BRIEF ANSWER

Introduction

1. The remarkable success scored by the Organization of the Petroleum
Exporting Countries (OPEC) in negotiating with the major oil companies con-
tract terms which raised their members' oil revenue expectations dramatically
in 1971 has jolted the developing countries and has given rise to speculation
about the bargaining power of the LDC's vis-a-vis the developed world. It

has raised the question "Can developing countries dominating the supply of
other minerals achieve a result similar to that of the OPEC countries?" Where
the question has been asked in international organizations such as the Bank,

it is linked up with ongoing efforts to formulate appropriate resource develop-
ment policies for LDC's and with an intensified interest in trade, in this case
mineral exports, as an augmentable source of capital for developing countries.

i It is quite evident that a success of OPEC's proportions cannot be
achieved through similar means by producers of other minerals. Not only is
the economic rent much larger in the case of petroleum than in other minerals,
but the bargaining power of petroleum exporting countries is in principle
greater in this case too, for a variety of reasons, and was enhanced further
by a set of special circumstances in 1971, when the latest series of prece-
dent-shattering agreements were reached. Conversely, the current market
environment for the majority of non-fuel minerals is quite unfavorable, as
indicated by the reversal of the long-term upward trend in prices in recent
months (Chart I). The bargaining position of producers of such minerals is
particularly weak at present and may remain so for some time. Nevertheless,
this note will show that there may be some prospects in the long-run to
raise revenues by concerted action for one or two minerals and especially
bauxite.

Prerequisites for Successful Action

3. The main prerequisites for the establishment of a producers' cartel
which are surveyed below are: (a) that a few countries (the fewer the better)
control a large portion (the larger the better) of the supply not only of the
metal or ore but also of the scrap, and (b) that demand be price inelastic
(the more inelastic the better), i.e., that the cammodity be an "essential
good" and have no available or suitable substitute ai competitive prices.

L. With regard to (a), a priori, scarcity of reserve is not essential;
what is required is control over present and potential supply. The scarcity
factor is nevertheless quite important in a broader sense: (1) in strength-
ening the hand of producing countries in negotiations with importing coun-
tries; and (ii) in shaping the ultimate course of supplies, or costs. For
it is crucial for the successful operation of a cartel that supply outside
the members of the cartel be inelastic, i.e., that other suppliers be
higher-cost producers with small reserves.
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Bs These criteria should be amended ideally to include 2nother set
of considerations, some of them normative in nature. They would refer to
whether or not consumers are organized in a group, the level of develop-
ment of producing countries, and their dependence on exports of the product.

Overall Mineral Reserve Situation

6 The conceptual difficulties encountered in assessing the adequacy
of mineral resources are great and the data available are grossly inadequate.
A1l estimates of mineral reserves are, broadly speaking, conservative, since
they are more likely to be adjusted upward rather than downward by techno-
logical progress and improved mapping.

Ts The world mineral reserve situation is summarized in Tables 1-3

in the Annex. Table 1 shows that of the 19 minerals surveyed here, world
reserves are ample for six, being more than sufficient to satisfy cumulative
requirements for the next 50 years. These are (in order of their abundance):
potassium, phosphorus, magnesium, chromium, vanadium and iron. Most of

these are minerals known to form a significant part of the earth's crust;
one, magnesium, can be obtained economically in vast quantities from the

sea, as in the U.S. Available estimates for iron ore are probably too con-
servative; besides, an increase in price of 35-L0 percent would more than
double the reserves (Table 2).

B+ Reserves for a further seven minerals pose no serious problem
since they are large enough to sustain growing demand for L0O-50 years.
These are: sulphur, bauxite, cobalt, nickel, manganese, molybdenum, ~and
titanium. Sulphur and bauxite are borderline cases. While reserves of
standard sources of sulphur are not large, huge guantities of the product

can be recovered from gypsum. Moreover, further moves toward reduction of
air pollution can yield large quantities of marketable sulphur (from smoke-
stacks and elsewhere) which can flood the market. With regard to bazuxite,
estimates of world reserves vary, and the quantities that can be added to
reserves by higher prices are not as great, in relative terms, as in the case
of iron ore. However, it is claimed that there are very large undiscovered
resources. Finzlly, there seems to be a vast potential for increasing the
recycling of aluminum, at least in the United States (see Table 3), and thus
saving up to 20 percent of the world's bauxite reserves as now estimated.

9e In the case of the remaining six major minerals the reserve situa-
tion is less comfortable or can be considered tight or even critical,
reserves only being adequate to meet cumulative demand for 30 years or

less, with present technology and at recent prices. These are (in decreas-
ing order of scarcity): silver, tin, zinc, lead, tungsten and copper, the
last being a borderline case. While its reserves are not large, copper is
cited as an example of a mineral which is now mined at much lower ore con-
tent and at costs not materially different from the past, as a result of
technological progress and research and development rather than through
higher prices. If necessary, the size of minable resources could be expanded
through price incentives. There is also considerable potential for conserv-
ing the metal through accelerated recycling.
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10. The potentially scarce product of most interest to LDC's is tin.
Recent extensive explorations have failed to uncover significant new re-
sources. It would take a price increase of the order of 80 percent to
double the size of economically minable reserves. But even if doubled,
reserves would be barely sufficient to meet requirements for the next 30
years, at conservatively estimated demand growth.

Distribution of Reserves

1. What emerges most strikingly from Table 1 is the heavy concen-
tration of reserves in developed and centrally planned areas rather than
in developing countries. The developed and centrally planned countries
appear to have over 90 percent of world reserves in the case of three
minerals and over 75 percent in the case of eight. Among the major miner-
als, only in the case of tin do developing countries dominate the reserve
situation. While the often repeated observation that developing countries
produce less than half of the world mineral output but have more than half
of the world reserves may be true in aggregate terms, this is not the case
for the vast majority of the minerals reviewed here.

125 World reserves of the four major non-fuel minerals of primary
interest to LDC's are distributed as follows:

Tin Bauxite Copper Iron

Developing countries 79.2 56.6 L7.2 29.1
Developed countries BT 381 37.3 35.6
Centrally planned
countries 17«1 5o 1545 35.3
Total 100.0 100.0 100.0  100.0
13, The distribution does not change significantly in favor of LDC's

under higher price assumptions (Table 2). In fact, in the case of tin,
developing countries' share of world reserves declines from 79 percent to
68 percent when prices are assumed to rise by about 50 percent.l,

1. The possible effects of future non-price factors on the distribu-
tion of reserves is uncertain. Since large areas in developing countries
are still unmapped, it is quite likely that future explorations will un-

. cover greater reserves in these countries than in the developed world.

But on the whole, developed countries will continue to have greater advan-
tages in new exploitations since, in addition to commanding the technology,
many of them already have the costly (in capital and time) infrastructure.

1/ The major beneficiary of this would be Mainland China, whose reserves
would quadruple while those of developing countries as a group would
only double.



Poor Candidates for Action

15. There are serious obstacles to raising prices through joint action
by LDC's in the case of tin, copper, and iron ore as explained below.

15. Taking one commodity at a time, a priori, the best candidate for
the type of action in question ought to be tin, since its reserves are
scarcest and four developing countries alone (Malaysia, Thailand, Indonesia,
and Bolivia) control the bulk of the world exportable output and approxi-
mately 70 percent of the reserves. On the negative side, however, are the
dual threats posed by substitutes (aluminum and stainless steel), to which
tin is quite vulnerable, and by the huge U.S. stockpile and surplus stocks.

17 In the case of copper, a paper on this very question prepared
recently in the Bank concluded that on the basis of the available evidence
the present members of CIPEC (Chile, Zaire, Peru, and Zambia) "cannot
necessarily improve their export earnings on a long-term basis unless the
agreement includes most copper producers and the long-run elasticity of
demand happens to be well below (minus) unity ... The CIPEC countries must
lose in the long-run if they attempt to jack up tpe price of copper by
cutting back their supply on a long-term basis. "l

18. Developing countries control no more than 30 percent of known
world reserves of iron ore. Thus, while there is certainly a need to ex-
plore the possibilities of improving the terms that they obtain under long-
term contracts (which have become the rule) from importing countries and
companies, their power to raise their export earnings through unilateral
action (which leaves out the U.S., Canada, and Australia) is limited. There
is, moreover, greater rivalry and a weaker sense of a community of interest
among iron ore producing LDC's (India, Brazil, Venezuela, Liberia).

The Case for Bauxite

19, The case for bauxite rests on the proposition that not only are
the obstacles to successful concerted action by LDC's fewer than in tin,
copper and iron ore, but that the need to scrutinize how equitably the
economic rent is shared is highest. Bauxite is the commodity, which, prima
facie, most resembles the petroleum case. LDC's export earnings from
bauxite, including aluminum concentrates, however, at about $300 million

in 1959 (though probably greater now) are only a fraction of their earn-
ings from petroleum (approximately $13 billion in 1959).

20. The pros and cons regarding this mineral are as follows: On the
positive side, demand for aluminum has been growing rapidly and is expected
to expand faster than the demand for other metals (at a rate of 5-7 percent
per annum up to the year 2000 - see Chart II). Four developing countries,
Jamaica, Guyana, Surinam, and Guinea, have over 50 percent of the world
reserves, and the supply from developed areas which has to be reckoned

1/ Kenji Takeuchi, An Analysis of the Effects of Possible CIPEC.Actions on

the Copper Export Earnings of Member Countries, Economics Department
Working Paper No. 109, July 1, 1971.
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with is that of one country only, Australia. These five countries account

for about 90 percent of world bauxite reserves or resources. There are
reasons to believe that Australia could be pulled into a bauxite cartel-

type arrangement more easily than other developed countries in other com-
modities. Not only could her continuing "general mineral explorations

boom" make Australia more amenable to cooperation in bauxite, but this country
has a history of siding more frequently than other developed countries with
the LDC's on some development issues. Another positive factor is that alumi-
num so far has experienced less competition from substitutes though, one
should hasten to add, not for want of physical substitutes (steel and plastics
constitute threats) but because its traditionally stable prices have attracted
users.

21. On the negative side, it must be recognized that bauxite reserves
are by no means limited in relation to anticipated requirements and that
aluminum can be produced from alternate raw materials, as in the U.S.S.R.
Furthermore the capital cost of refining is higher - and the technology more
complex - in this case than in the case of petroleum, which makes it more
difficult for the LDC's to undertake this activity on their own. Consequently
their bargaining power in relation to the developed countries is weaker than
in the case of petroleum.

22 What may tilt the scale in favor of bauxite, however, are the fol-
lowing two considerations. One, a successful attempt to raise the prices of
bauxite and aluminum through concerted action could also improve over the
long-run the prices of copper and tin. That is, it could make it easier and
less risky for producers of these two metals to do the same. Or, as one
observer put it, if the price of aluminum were raised significantly, copper
producing countries could become more adventurous in attempting to raise
their prices. Second, the bauxite/aluminum industry is one of the most
vertically-integrated foreign-company dominated, and complex industries
among mining and metallurgical industries, and the developing countries are
concerned as to whether they are getting a fair deal.

Action

23. The Economics Department with the Area Departments concerned is
currently negotiating with a consultant the outline and terms of a bauxite
study focusing on these very questions, the first stage of which would be
in the nature of case studies of "host country-foreign company" relations
and their economics for Jamaica, Surinam, and Guyana. The findings of the
study, particularly those on relative costs, should facilitate the formula-
tion of more informed views on the feasibility and desirability of joint
action by producing countries to raise revenues. No other study is recom-
mended at this time.

2l . The subject of this inquiry raises the issue of the relative
merits of competition versus market interference in achieving national
or international objectives. It is a fact, however, that the power of
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buyers in many minerals is great and increasing (through growing vertical
and horizontal integration, regional arrangements, etc.) rather than
decreasing. While bilateral monopolies, cartels facing cartels in this
case, do not lead automatically to optimal solutions (since the solution
is based not only upon demand and cost conditions but also upon the
bargaining power and skills of the two parties), one thing is certain:

a market situation where competing and unorganized sellers confront a
strong buyer favors sellers least among all possible forms of merket
configuration. Therefore, cooperation among mineral exporting countries
should be encouraged, though without minimizing the risks of pushing
producer agreements too widely and without expecting too much too soon.

Trade Policies and Export Projections Division
Economics Department

February 11, 1972
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INDICES OF EXPORT PRICES OF PRIMARY PRODUCERS
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CHART I

U.S. BUREAU OF MINES PROJECTIONS FOR SELECTED
MINERALS FOR THE YEAR 2000

I. Probable Growth Rates in World Requirements, 1968—2000

Average growth

rate (%)
p.a.
| |
/ Aluminum
6.0
Phosphorus
5.0 = —
/ Copper
4.0
Nickel
B 4 Zinc, Manganese
2.0 Lead
1.0 |~ —{ Tin
0 | |

Il. Indices of Probable Price Levels in the Year 2000 (1970 = 100), in
Constant 1970 dollars

Index
(1970 = 100)
200 I T
175 — - .
Tin
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100 Manganese
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Table l: ADEQUACY OF WORLD RESERVES OF SEIECTED MINERALS AND RELATED DATA

. b/
. location of Beserves=" ___
Reserve Value of World Probable Demand Developed Developing Centrally-planned
Minerals Lifel/ Output, 19582/ Growth, 1968-20203/ Countries Countries Countries
(No. of years) ( million $ ) (percent per annum) (........percent of world RETAY ey SR

Group I - Reserves ample (X denotes cumulative requirements for 50 years)

Potassium 35% 370 L.8 51 3 L5

Phosphorus . 7x 835 5.5 3L 50 15

Magnesium 5x 115 2.0 8 2 %0

Chromium 3x 190 2.7 73 25 2

Vanadium Ix 50 h.5 38 3 59

Tron 2x 5,910 2.3 35 29 35

Group II - Reserves pose no serious problem

Sulphur 5/ 710 Lh.h 21 53 15

Bauxite 5/ 340 5.4 38 57 5

Cobalt 50-230 110 1.9 27 L8 25

Nickel 50-50 1,100 3.2 Lo 22 38

Manganese L0-50 L75 2.9 L7 23 30

Molybdenum 40-50 n.a. L.7 53 19 18

Titanium 30-L0 50 b.2 63 19 18

Group III - Reserves tight or critical

Copper 5/ 7,740 L.6 37 L7 15

Tungsten under 30 i0s 3.5 13 12 75

Lead about 20 775 ) 54 21 13

Zinc about 20 1,h5C 3.0 55 23 12

Tin under 20 750 142 L 79 17

Silver under 20 595 2.7 Lo 2k 35

1/ Based on estimates of reserves (commercially recoverable resources at recent prices) by the U.S. Bureau of Mines
and the probable expemential growth in future requirements shown in column (3):

2/ Rounded figures.
3/ Mid-point of projected range.

L,/ The three groups may not be uniformly constituted in each case due to insufficient detail in the original source. The
resulting possible error in classification is probably no greater than 3 percent in any individual mineral shown.

5/ Intermediate cases; see paragraphs 8 and 9 in the text.

Source:Based on data in: Leonard L. Fischman and Hans H. Landsberg, "Adequacy of Minerals (other than Fuels) and Forest
Resources," in Ronald Ridker, Ed., Resources and Environmental Consequences of Po ulation Growth in the United
States, Resources feor the Future, Inc., Washington, D.C. (not yet published$; and U.3. Bureau of Mines,

Minerals Yearbook 1969, Vols. I-II3 U.S. Bureau of Mines, Commodity Data Summaries, January 1971; and
Metal Statistics 1971.




Table 2: COMMERCIALLY RECOVERABLE RESOURCES OF IRON ORE,

BAUXITE, TIN, AND COPPER UNDER

SELECTED PRICE ASSUMPTIONS ¢

Reserves Under Selected Price Assumptions

Iron Ore

Price
(Index)
World reserves
(Index)
Share of (%)
Developed countries
Less developed countries
Centrally planned countries

Bauxite

Price
(Index)
World reserves
(Index)
Share of (%)
Developed countries
Less developed countries
Centrally planned countries
Tin
Price
(Index)
World reserves
(Index)
Share of (%)
Developed countries
Less developed countries
Centrally planned countries

Copper

Price
(Index)
World reserves
(Index)
Share of (%)
Developed countries
Less developed countries
Centrally planned countries

(1)

15.55
(100)
9
(100)

35.5
291
35.3

0.50
(100)
296
(100)

37.3
L7.2
15.5

(2)

et
L

= o
t—ife
O O ON

~~
fum)
)
!
Nt

W W
w N E
(® N Vo]

(3)

0.80
(1%0)
L02
(135

35.8
50.1
131

(L)

= e i s
[P IV O

=i = -
Q@ B M

0.37
(137)

21)33)

35.9
52.7
I1.h

3.00
(183)
Fyd )3
(218)

5

27.0

1.00
(200)
515
(I7L)

38.8
h9.5
11.5

% Prices in U.S. $ per pound (constant 1969 dollars); volume (metal content)
in million short tons, except for tin (in thousand long tons); index numbers,

in parenthesis, column (1) = 100.

Source: U.S. Bureau of Mines.



Table 3: IMPACT OF AN ACTIVE RECYCLING POLICY ON
U.S. REQUIREMENTS FOR FIVE MAJOR METALS

Cumulative Requirements Metal Conserved Proportion of Requirements
1958-2020 1958-2020 met from Secondary Sources
Without Active  With Active Under Active
Recycling Recycling Volume Proportion Current Recycling

{awsue M1lion shert BONE sueswsanan) Lisansssssanas percent syesasaves TR )
Iron 11,293 10,931 352 3.2 Li7+3 L8.9
Aluminum 853 - 576 277 32.5 17.3 2.5
Copper 205 15% L0 19.4 Lh.0 Sh.h
Lead 117 111 5 5 h3.9 W72
Zinc 220 171 L9 22.3 15.5 3.5

% Based on the assumption that the potential for return flow of new scrap is already
sufficiently exploited and would therefore remain the same, and on a metal-by-
metal analysis of the potential contribution that might be made by increased
old scrap "recycling," be it currently recycled or mined from waste dumps.

Source: Compiled from Leonard L. Fishman and Hans H. Landsberg, "Adequacy of Minerals
(other than fuel) and Forest Products" (mimeographed) in Ronald Ridker, ed.,
Resource and Environmental Consequences of Population Growth in the United
States, Resources for the Future, Inc., Washington, D.C., 1971 (not yet
published).
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OFFICE MEMORANDUM ~ .[¢ (oot

TO: Mr. 0.T.. Price DATE: January 25, 1972
A
FrROM: Kenji Takeuchi j
SUBJECT: Back-to-Office Report - Consultations on the Market Prospects for
Copper, Lead, Zinc and Forest Products in Europe, December 11-22, 1971.

s In ezccordance with the terms of reference dated December T,
1971, I conducted a series of consultations with represcentatives of
industry, trade and international organizations 1/ in London, Paris,
Frankfurt, and Rome over the period December 12-21, 1971 relating to
world market prospects for commodities assigned to me - copper, lead,
zine and forest products. The following are the highlights of the
findings.

Copper Price Forecasts

23 There seemed to be a variety of views among those I interviewed
as to the probable future price level of copper. But, as a whole, I

~

found no views potent enough to change cur current forecasts of the
world copper price for the short or long-term future.

3. The following are some examples of the views expressed during
the consultations. Mr. Schiff stated that the IME wirebar price would
average 550 L/MT in current terms in 1980 (65 U.S. ¢/lb. at the new
official exchange rate). Nr. Loffler wss sssuming that the IME price
(monthly average) in constant value of moncy as of early 1971 (i.e.,
excluding the effects of infiation) wouid fluctuate between 3LO E/UT
and 630 L/UT in the pericd between June 1971 and December 1980 with

the average at around L60 E/AMT. In his estimation, the price (constant-
term) would tend to average 1420 E/MT in 1972 and 1973, and then would
tend to rice to 5LO E/MT in 1980. Mr. Bauer was of the opinion that
the IME price in current terms would be around 70-75 U.S. cents per
pound (590-635 AT at the new official exchange rate) in 1980. Mr.
Siegel said that they would consider copper's prospects to be nfeirly
good" in the long-term although in the short-run the price could fall
to 350 &/iT level in current terms.

Demand Prospecte for Copper

L. A1l those interviewed were almost unanimous in assuming that
the world copper consumpbion would grow at an average rate of L-5 percent

1/ See Annex I for the list of persons I visited during the trip.
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per annum during the 1970 decade. This is also in general agreement with
our assumptionse.

Net Trade in Copper with the Centrally Planned Fconomies

A In analyzing world copper market, we would normally confine our-
selves to the analysis of consumption, production, trade, etc. of the world
excluding the centrally planned economies (CPE's). We would then estimate
the net trade between the CPE's and the rest of the world. This is due to
“the fact that data regarding the CPE's are considered to be of unknown re-
liability. During the course of this trip, I made a special effort to find
out as much as portnble about the trade in copper between the CPE's and the
world (excluding CPE's). 1/

6. The Metal Statistics, a statistical yearbook published annu311y
by e qllgevellschcft “AG, has been carrying estimates of production and
consumption in the "Soviet sphere" countries for a number of years. Mr.
Bauer of Metallgesellschaft asserted that the publication was the best
available source of data in this respect. Their estimates are based on
market intelligence collected through private sources connected with the
company as well as on official sources.

Ts Mr. Evans, Statistician for the World Bureau of Metal Statistics
based in Birmingham, U.K., is responsible for the data published in the
World Metal Statistics. 2/ The monthly publication began to carry a table
on "Last-West Trade in Refined Copper" in 197l. Mr. Evans is of the opin-
ion that very little of the trade in copper betueen "East" and "West" takes
place in the form of unrefined copper. He said that there had been about
20-30 thousand metric tons of unrecorded exports to the CPE's from the
West" in 1970. Mr. Evans felt that net exports from the world (excluding
CPE's) to the CPE's during 1971 would be "less than those in 1970".

8. As for the likely levels of net exports to the CPE's in the
future, Mr. Evans was projecting net exports of about 100,000 tons for
1972. Messrs. Schiff and Saurel said they would project no expansion in
net exports to the CPE's in the long-run on the ground that the CPE's as
a whole always would try to be essentially self-sufficient in most basic
ray materials and that reportedly some of them had vast reserves of
copper orebodies. On the other band, it was pointed out that in the
medium~terin the changing 1ntornat10ndl political environment surrounding
Mainland China might result in an increase of net exports of copper to
the CPE's from the "{est". In short, the findings of this trip would
not critically invalidate the assumption, which I made in a recent
projection exercise, that the net exports to the CPE's would increase

1/ See also my Back-to-Office Report on New York trips, dated December
9, 1971.

g/ They elso -publigh an annual s ‘ppWPJ ent which summarizes the latest
year's copper trade matrix., Such a table for the calendar year 1970
igs attached (Annex II).
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gradually (by 5,000 tons annually) from the projected level of 110,000
metric tons in 1972.

Mine Produg@ibn Capacity

9. Among thoss interviewed, Sir Ronald Prain was the only one who
had a carefully prepared set of estimates for the world mine capacity

for the period up to 1976. His estimates were given in his latest
speech. l/ The International Wrought Copper Council projected a capacity
of 7.8 to 9.2 million metric tons for 1978. Hence, the following set

of figures:

Mine Capacity

1971
1972
1973
1974
1975
1976
1977
1978

million tons
" 1

" n

~ 5 == OOV
L] L]
o0 M Wi MO £

~9,2 M "

According to Sir Ronald, the world's average rate of mine capacity
utilization was within the range of 91.7 - 9L.0 percent in the 1952-66
period, with the average at 92.8 percent. Mainly because of the 9-month
labor strike in the U.S., the world average was below 90 percent in
1967-68, while it was very high (963) in 1969.

10. If the projected mine capacity were to be utilized at 93 percent
rate in the future, then Sir Ronald would conclude that there would be

a potential surplus in the immediate few years. Sir Ronald suggested,

on the other hand, that if every producer would aim to produce only

95 percent of his capacity, then on the average actual production would
amount to only about 86 percent of the world capacity (0.95 x 0.93 = 0.86),
and there would be no surplus. He was in favor of such a change in the
industry's policy because it would enable the industry to meet possible
sudden upsurges in demand. In his opinion, a cutback in production of
less than 15 percent of capacity would not have the effect of raising the
per-unit cost materially.

Cost of Production in Copper Industry

i 1 08 Sir Ronald has been conducting studies of the cost of production
in world copper industry for a number of years on a consistent basis
although he has not made available to the trade all of the resulis of
his studies. Normally, data regarding costs are confidential. TFor this

l/ 1The International Cutlook for Copper!, American Melal Market Forum,
London; November 1971.
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reason, he cannot maks available bulk of the cost ata he has asscumbled
since 1952, i.e., on an annual basis, mine-by-mine, country-by-country

as well. In the course of the interview, he made available to me some
average figures regarding major copper-producing countries in two recent
years - 1969 and 1970 - which are presented in the attached table (AnnexIII).

12. We could make several interesting observations on the Prain cost
figures:

(a) that the world average cost increased more than 12 percent
from 1969 to 1970;

(b) that Chile was apparently a major contributor to this
abnormally sharp increase in the world average cost;

(¢) that Canada is the highest cost producer if co-product
copper is excluded but her cost would be below the world
average if co-product copper is included;

(d) that, contrary to the general impression, Zambia is not
particularly a high-cost producer while Zaire 15

(e) that Peru, the Philippines and South Africa are among the
low-cost producers;

(£) that Chile could no longer be called a low-cost producer, but
(g) that, if Chilean copper mining industry should return to its
normal efficiency, it would offset largely any increases in

cost in obher producing areas and the world average cost might
not go up very much, if at all.

Japan Metal Center (London)

13 Until recently, I had been under the impression that the
Japanese copper industry in general favored low copper prices. Domestic
mine production accounted for only 15 percent of refined copper con-
sunption in Japan in 1970 while Japan has become the world's largest
copper importer. Since all of the major non-ferrous metal - mining and
metallurgical - companies had their own associated fabricating companies,
they liked lower copper prices.

1h. As a result of the discussions I had with representatives

of the Japan Metal Center this time, however, it now appears that the
Japanese industry is beginning to shift its position in favor of reasonabl,
high copper prices. -The reasons appear to be twofold. First, some com-
panies operate domestic mines whose average costs have been rising and
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are roughly in the range of LS - 50 US ¢/1b. Second, more or less

all the major companies are now engaged in overseas mining ventures with
equity participation - e.g., in Zaire and Malaysia. Both the Japanese
industry and government are apparently intending to emphasize equity
participation as one of the principal means of financing overseas

mining ventures for the purpose of securing raw materials.

Tntergovernmental Council of Copper Ixporting Countries (CIPEC)

15. Tt was knovm that CIPEC had been studying what it could do

to prevenl the copper export earnings of its momber countries from
falling further. As at the time of my visit, apparently it had not
reached any conclusion or decision on a comprehensive scheme. It had
previously commissioned the Battelle Institute (Geneva) to undertake
studies of the world copper market which, I was told, were nearing
completion. The CIPEC staff were also studying in detail the operations
of the International Tin Agreements and the Tin Buffer Stock.

Lead and Zinc

16. T discussed the prospects for lead and zinc with Mr. R.L. Stubbs,
Secretary-General of the Lead and Zinc Development Associations in London.
Mr. Stubbs is also the Chairman of the Statistical Committee of the
International. Lead and Zinc Study Group.

17. In Mr. Stubbs! opinion, the most important basic facts we
must bear in mind in considering the market prospects for lead and zinc
are as follows:

(a) Neither lead nor zinc is subject to any serious threats
of substitution by other materials;

(b) Zinc consumption is quite sensitive to changes in the
general. level of industrial production in consuming
areas while lead consumption is not;

(c) Lead recovered from scrap accounts for a very large
portion of consumption while scrap is relatively un-
important in the case of zinc.

18. Regarding the first point, despite Mr. Stubbs' contention,
it must be recognized that in some end-uses, lead and zinc are subject
to threats of substitultion. For example, zinc die casting faces a
serious competition from aluminum die casting and plastic molding.
Also, lead in gasoline is threatened to be phased out and replaced by
other additives. ' '
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19. Zinc consumption is quite sensitive to changes in industrial
production. A regression exercise based on 1956-1969 data yielded a
coefficient of determination of 0.978 and an elasticity of zinc con-
sumption with respect to industrial production in the developed countries
of 0.85. 1/ A similar exercise regressing lead consumption on industrial
production, based on 1956-1968 data, yielded a coefficient of determination
of 0.947 and an elasticity value of 0.L7 for the developed countries as

a whole. g/ The levels of consumption of both lead and zinc are closely
related to automobiles. But lead is used in gasoline and more importantly,
in lead-acid batteries while zinc is used in various forms - galvanized
steel, zinc die casts, paint pigment, etc. - in the production of auto-
mobiles. Thus, consumption of zinc is affected sensitively by the number
of cars produced while consumption of lead is affected by the number of
cars in use. This difference in consumption pattern is reflected in the
difference in the sensitivities of these two metals to the business cycle.

20, Mr. Stubbs' third point: About 35 percent of the annual lead
supplies come from scrap, while only about 20 percent of the zinc supplies
come from scrap. This difference in the importance of scrap in total
annual. supplies of these two metals has had an important implication for
the pricing policies of the industry. To put it simply, it has been
possible to establish a producer price for zinc outside North America

and maintain an artificially high level by cutting back the supplies.

On the other hand, it has been impossible to support an artificially

high price level for lead outside North America because of the inability
of the industry to control the supply of lead scrap.

21. The following are the price forecasts by Mr. Stubbs:

The IMIE Prices in Current Terms

Lead Zinc
1972 115 &/MT 150 B/MT
LIT5 1L0 2T 180 B/UT
1980 180 B/MT 250 &/MT
Forest Products
22, I visited United Africa (Timber) Ltd. in London and the FAO

Forestry Department, mainly to discuss the long-term prospects for tropical

l/ Draft report I prepared on "Zinc: Review and Outlook", dated August 13, 1970.

2/ Draft report on "World Lead Industry: Review and Outlook!, dated
September 30, 1970.
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ardwood exports from Africa. The results of the talks were taken into
account in my recent memorandum to Mr. Jaycox on "Gabon Railway Project -
Outlook for Tropical Hardwood Trade", dated January 1B, 1972. The
results will also be taken into account in revising the draft report,
nThe Market Potentisl for Tropical Hardwood with Emphasis on the Asia-
Pacific Regionf dated September 27, 1971.

Copies to: Messrs. Henderson
Stevenson
Hag
Chief Eccnomists
Kalman off
Maane
Van Nimmen
Devaux
Thiehach
King (Robert)
Varon

KTakeuchismed



ANNEX T: LIST OF PERSONS VISITED

London, December 12 - 16, 1971

(1) Japan Metal Center:
Mr. K. Kano, General Manager;
Mr. E. Ishida, Depubly General Managers;
Mr. M. Sakashitaj
Mr. K. Yoshii; and
Mr. U. Okayamna
(2) British Kynoch Metals Ltd.:
Mr. P.F.A. Loffler, Managing Director
(3) The Anglo Chemical & Ore Co.:
Mr., L. A. Schiff, Director

(4) Mr. D. B. Evans, Statistician,
World Bureau of Metal Statistics
(Interviewed in IBRD London Office)

(5) RST Imternational Metals Ltd.:

Sir Ronald L. Prain, Board Chairman; and
Mr. A, J. Wilson, Assistant to the Chairman

(6) Mr. R. L. Stubbs,
Director-General,
Zinc Development Association and
Lead 1 n

(7) United Africa (Timber) Ltd.:

Mr. W. R. Evans, Forestry Adviser; and
Mr. G. J. Pleydell, Director of Public Information

Paris, December 17, 1971

(8) Intergovernmental Council of Copper Exporting Countries (CIFEC):
Mr. S. Gueronik, Executive Director, and his associates

(9) France Metaux:

Mr. G. Saurel, Manager



Annex I

Frankfurt am main, December 20, 1971

(10) Metallgesellschaft AG

Dr.Willy Bauer, Deputy Chief of Research Department

- (11) Kreditanstalt fur Wiedcraufbau

Dr. Wolfgang Siegel, Abteilungs-director; and
Mr. Eberhard Spriegel, Prokurist

Rome, December 21, 1971

(12) Food and Agriculture Organization
Forestry Department;
Messrs. S. L. Pringle and T. Erfurth



ANNEX II:

WORLD BUREAU OF METAL STATISTICS
IN UNWROUGHT COPPER

WORLD TRADE

— 1970

Th:

Metric Tons

AFRICA AMERICA ASIA o EUROPE
] Fres
Congo |S.&S.W. Philip- Germany Nether- | Total Great Switzer- | Yugo- | Other World | Communist | World
Republic | Africa | Upanda | Zambia |Argentina| Brazil | Canada | Chile | Mexico | Peru | USA. | Cyprus | iIndia | Japan | pines | Turkey |Australia| Belgium | France | F.R. | Maly | lands | EEC. | Austria |Denmark | Finland | Britain | Norway | Portugal [ Spain | Sweden | land | slavia |Countries| Total | Countries | Total
MINE PRODUCTION 3860 | 1670 176 | 6841 - 34| 6133 6856 610 | 2121 15475 185 87| 1194 1603 314 | 1456 - 03 13 23 — 39 241 - 38| — 19.9 37 199 21 - 8.0 766 51413 | 11870 63283 | MINE PRODUCTION
Exported to:— Exported to:—
Belgium - - - - - - (2] 4| — 08 o3| 01| — - - - - - 03 o1 — - 04| — - - - - - - - - - 06 - 37 Belgium
France = = = = = =3 = = - = ¥5:] = e - = == = - - = = — = = o = = = = — == - 03 —_ 08 France
Germany F.R. - - - = — - 30| 154 — 03 64| 134 — - - - - - — - - - 05| — - = M| - - - 220 08 = 690 Germany F.R.
Great Britain - - - - = - 12| — - 0| — 03 - - ]| - — — - - ,_ = — = = =) = - P, = 26 Great Britain
taly . = o == o = = = = = = = 09| — =t = = == — = = = = = = = = = == = = = = == - 09 Italy
Netherlands = = = = = ol o B 01 =5 06 = = == = = — = = = = = = = = - - - - - - - 07 Netherlands
Norway = = =% 3 4= 22| — = = = =5 = = = = = = — = = = o = = == = = = = = = = = = 292 Norway
Spain = - = = = - 39| 49| — 33 20| 28| — - - - = = - - 24| — M| = — w = = = = = = = = = 190 Spain
Sweden - = i el o = 18 12| — 10 18 — == b = = = = = — d = - - - 13| — - - - - 02 - 73 Sweden
East Germany = = =] = = = = s — A - - - = = = = =4 = = — - = = o = = — = 18] = - - 20 - 20 East Germany
Roumania - = =) == = o = sl . = = = = &= = = = = = = = = - = = = = = = = = - - 7| — 17 Roumania
Canada - - - - - — - - 04 | - =3 - =, = = - - - - - - - - - - - - - 02 23 — 23 Canada
US.A. - =i o = = = M| = 14 87 s = = = 17| — = = o —_ = - - - - = — — - - - = - - U2 — U2 US.A.
Mexico - - - - - = = - - 24| — — = - = - = - — - - - - - - - - - - - - - - 24| — 24 Mexico
Japan - = — 12| - — | 54| 15| — 256 a2 — - — | 13| — 50| — - - - = e - = =, o = = - - — = 104 26| — 26 Japan
Markets unknown = = - - - — 08| — - - — - - - — 124 11 - - == 02| — 02| — — - — —_ - - - - - 321 466 — 466 Markets unknown
TOTAL EXPORTS - - - 12| — — | 1e25| 387| 14| 411 ss8| 88| — — | 1,03| 124| 21| — 03| o1 23| — 27| 05| — - - 84| — - 16 — 20| a7| 50| — 6050 TOTAL EXPORTS
TOTAL IMPORTS - 35| — - - - - - - - 27| — — WMo — - - 50| — 82| — - 82| — — - - 206 03[ 199 11| — - — 5643 37 5680 TOTAL IMPORTS
Stock Change Concentrates+ | +05| —15( +06| —58| — — - —3| — —54 +325| +08| +05| +65| — - +20| — — = - = = - - - - - - — — —_ — +304 — +304 Stock Change Concentrates +
Secondary blister —_ - - — _ - 143 —_ - — 8| — bt 1022 - - 39 490 81| 1332 %n| = 1988 94 - 38| — - - - 1886| — - —_ 4226 - 4228 Secondary blister
SMELTER PRODUCTION 3855 | 1720 170 | 6828| — 34| 4651 | 6472 596 | 1764 | 15605| — 82| 6061 —_ 187 1204 540 91| 2176 8| — 2882 10 —_ u1| — 321 40 398 52| — %0 319 54928 | 11807 66835 | SMELTER PRODUCTION
Exported to:— Exported to:—
Austria — 21| — 30| — = - - - s = = = e = = = = - = = = = - = - - = - = - - - - 57 — 57 Austria
Belgium 1849 81| — - = 18| = 168 54| — = &= = = = = 81 M| = = 85| — - - - - - = = =S — — 2313 - 2313 Belgium
France 48 o~ i Selh. Sl el = A=) = == L i (o o i e v = o - e o = e b & — = - " - - 48 - 48 France
Germany F.R. —_ Qs — 205 - - - 284 — 159 17 - — - —_ - - 34 04 - 46| — 81 — - - - 64| — 02| — = — — 1240 - 1240 Germany F.R.
Great Britain - = 10| 134 — = = 23| — = = = = s = — B - = = = e - - - - = - - - — - - @1 — 421 Great Britain
Greece e, o 51 = e 56 o — = w=m =% s - o - =y = = = e = == ot ¥ = > % = = o= — = v - 51 - 51 Greece
Italy —_ - — 02| — - - - = v - - - - - - 01| — — — = 01| — — - — — — - — - — — 22 — 22 Italy
Portugal - — = 20| — — - — — = — - — = = — = = - = - = = — — = = — - —_ — = - — 20 - 20 Portugal
Spain - 25| — 18| — - - 26| — = = - = =) = - - = 01 05| — = 06| — — - - - - = - - - — 75 — 75 Spain
Sweden aad — ik - e == o 33 ol = - o i - s S = = == o e - e = - Ph - = = = - = - o 33 asl 33 Sweden
Yugoslavia - 15 o2 62| — = = = = Lo = = s el = = L = — = - = e = o = = = = = = = - _ 79 - 79 Yugoslavia
US.A. - 52| — - - = = a2 22| 831 - - = = — = o = = = - = = - = = = — = = = - - - 2077 - 2077 US.A.
China - - 20| — - — - - - - - — - - - — - - - - - - - — - - - - - - - - - 20| — 20 China
Japan = 192 98| 5e6| — - - 09| 28| 94| — = - - - - 0| — - — - — - = - - = - - - - — = — 135 — 1335 Japan
Markets unknown - - - - - - - - - - - - - - = 48| — - — = - = = - = = = = - = - - - - 46 — 48 Markets unknown
TOTAL EXPORTS 1020 159| 1037 — - — | 1904 50| 1353 M| — = = = 46| 70| 32| ss| o9 46| — 3| — - - - 64| — 02| — = =] 2= ™3| — 3 TOTAL EXPORTS
TOTAL IMPORTS - - - - - — - - - - 2085 | — - 1268 | — - - 2504 | 164 | 1333 3| — 4032 55| — — 94| — 19 150 4| — 108 12 812 20 832 TOTAL IMPORTS
Stock Change Blister + +62 —18 — —216 | —42| +09| +52 +840 - —01 | +374 == — +15| —64| — +92 —_ - +28| — —_ +07| — —01 | +19 - - - — — +1085 - +109:5 Stock Change Blister +
Refined from scrap - - - = bl - - - 3596 e - - - - 314 300 196 650 137 = 55| — - 1568 | — - 82| — - 25 — 23 2038 9161 Refined from scrap
Direct use of blister = = = = = = = = = = = 7= = = = = 30| — | == 80 i = = = =: = 4“| — - - 134 - 131 Direct use of blister
REFINED PRODUCTION 1896 686| — 5807 — 34| 4927 | 4613 537 359 20325 - 93| 7053 - 141 | 1433 | 3376 335 | 4058 137 - 7906 20 — 340 2062 258 4“0 828 512 - 893 331 61294 | 13965 75259 | REFINED PRODUCTION
Exported to:— Exported to:—
Austria — - - 37| — - " — - 02| — - 01| — — - 12 180 — - 12| — - 03| — - — — - 26 02 Austria
Belglum 750 04 = 04| — - 47| — - 39| — - - - - —_ 05 84 03 04 88| — - 17| — - 02 04 - — 1125 14 Belgium
Denmark - - - 47| — - 18| — - M| — - — — - 03 38| — 05| — - 43| — — - - - - - - - - 128 — Denmark
Finiand = — - 34| — - — 21 - - - - — - - — - — 07 - - 07| — - 05| — = = 13 - - 80 - Finland
France 263 05| — s82| — - 48| 499 - 20| — — — - - 12| 28| — 67 03 01| 1200| — — 12 34| — - 32 — 92| — 3148 02 France
Germany F.R. - 25| — 66| — — 35| 1253 — 38 zns| — - 05| — - e8| 87| 05| — 03 05| 700 45| — 43| 136| — 09 55 01 02| — 3637 160 Germany F.R.
Great Britain 39| 216 — w3 — - 1022 703 02 10 28| — - 48| — - 94 10| — 1ms| — 03| 128 — - - 31| — 05| 120 — 15| — 4213 02 Great Britain
Greece 23| — - 41 -_ = - 05 — - - - - — —_ —_ - 24 - 06 - - 0| — - = - - - - - - 99 - Greece
Irish Republic — - - - - - - - - - - - — - - - - — == - - o - - 01 — - - - - — 01| — Irish Republic
Italy 486 27 — 41 - - 39 648 - 22 356 - - - - -_— 16 252 04 27 o= = 23 03 - 09 16 - - 04 — 02 03 2658 09 Italy
Netherlands - o1 = 56 —_ - 02 58 — 81 18 - - o1 — — — 131 - 14 - 145 - 32| — - 02 03 - — 39.7 o1 Netherlands
Norway — - - - = - = 23| — — — — — == B — = = — - = = - = — - 04| — = 04| — - — 31 = Norway
Portugal o8| — - - - e 28| — — — - - — - — —_ - 21 — o - - 21 — - - - - 03 - - - - — 56 — Portugal
Spain - - - 87| — - 19 68| — 12 25| — - - - - 86 01 08| — - 96| — — - 65| — - - - - — - 390 — Spain
Sweden - L 160 -_ = 18 233 —_ — 40 - — - — — —_ 14 —_ 08 — - 122 - - 01 - 18 - - - —_ - — 597 - Sweden
Switzerland - 01| — 88| — - 21 M| — 04 M| - - — - — 145 09| 108 — — 260 0| — 02| — 15 — - - - - - 464 07 Switzerland
Yugoslavia - B -_ 48 - - 16 - — — 137 - - - — - - - —_ 04 - - 04| — - - 03| — - 08 —_ - - — 214 16 Yugoslavia
Bulgaria - - - - - - - - - - - - - - - - - - - - — - - - - - - - - 01| — - - - 01| — 01 Bulgaria
Czechoslovakia - = - = - - - - - - - - - - - — 18 — 18 — - 38| — — - 01| — - 02| — - - - 39| — 39 Czechoslovakia
Germany D.R. - - - - — - = — — s = — = = - = — — - = = - — — = 01| — = - = —_ - = 01 — 01 Germany D.R.
Hungary - — 23| — - - - - - - - — — - - - - - - - - - - — 01| — - 02| — - - - 26| — 26 Hungary
Poland - — - 24| — - - - - = e — — = = = - - = - — - - = = == 13| — — 01| — — = == 58| — 38 Poland
Roumania - - - - - — - - — - - - - - - - — - - M| — 31 - - - - 05| — - - 36| — 38 Roumania
Argentina — - 01| — — 01| 243 — 17 08| — - - - - - - - 12| — - 12| — - - 13 — - - - - - = 203| — 203 Argentina
Brazil 18| — - 62| — - 34| 110 02 09 24| — - - - - - 25| — 15 — - 40| — - - 04| — - - — - 503 503 Brazil
Canada - - - - - - - — — 1n8| — - - - - - - - - - - - — 04 02| — - - - 21 — 124 Canada
Colombia - - - - — 04 - 03 - - - — —_ - — - —_ e — - =i - - - — —_ - —_ - - - 07 07 Colombia
US.A. - - 17| — - 86| 141 02 49| — - | — - 15 — - 07| — — 07| — - - - 01| — - - 05| — 192 — 1192 US.A.
Venezuela €| = - - - - — - - — = = = = — = = = 01| — - = = 01| — — = - — — = — = == — 01| — 04 Venezuela
Burma — — - — —_ — —_ _ — —_ —_ - —_ — —_ — - — — — — — = — — 01| — - — — — 04 - o1 Burma
China - - - %4 — - - - — — e — - 37| — o = o [} P 01 04| — = = 195| — = — — — = = 690 690 China
Formosa - - — - - - - - - - 0| — 43 — — — - - — - — - - - — - - - - - - = 53 — 53 Formosa
India 71 - - 54| — - 38 i — - 133 - _ 25 - - - 05 —_ o1 —_ - 06| — - - 08| — - — — - — — 542 — 542 India
Japan 138 - - 1078 — - (2] 178 - - 84| — —_ - - 30 — = = - - - - - = 02 - - - — —_ 38 1554 —_ 1554 Japan
Korea - —_ - _ - _ - - —_ —_ 41 - - [ 2] - _ — — — - —_ — - — - — - —_ — — 41 - 47 Korea
Pakistan - - - — = 03| — = = = = = = - = = - = = = = = = = = o = s 3| i~ 03 Pakistan
Philippines —_ —_ —_ — - _ - — _ 16| — —_ 21| — — — - — - —_ — - - — — - - - - —_ — - - 43 - 43 Philippines
S. Vietnam - - - - - - — - - - 01| — - - - - - - - - - - - - —_ - - - - - - - - - 01| — 01 S. Vietnam
Algeria - - - - - - - - — - - - - - - - 01| — 03| — — 04| — - - - - - - - - - — 04| — 04 Algeria
Egypt - - - 5] — - — - - - - - - - o8| — 07| — - 5| — - — 20| — - 08| — - - - 56| — 56 Egypt
Morocco = s = — = — = = = = s a — — = e - g i — = — — et — 01| — = = - o = 07 Morocco
South Africa - -_ - 23 - —_ - - - —_ - —_ —_ - - - — - —_ - — - - - - - - —_ - - — — — — 23 - 23 South Africa
Spanish North Africa - - - - - - - - - - - - - - - 05| — - - - 05| — - - — - - - - - - 05| — 05 Spanish North Africa
New Zealand = = = = = = — = = - - - - - - - | — — = - - - - - - 02| — - - - — - — 03 - 03 New Zealand
Markets unknown - - - - - - - - - 81 58| — — 50 — 57 15| 240 06| — - - %8| — - - - - - 99 39| — - 104 e | — %9 Markets unknown
TOTAL EXPORTS 1800 279 — s184| — — 2653 | 4400 08| 326 2014 | — - a1 — 57| 314 2052 30| 789 09 14| 3804 58 — 35| 455| 264 03| 145 272 05| 216| 145| 2353 23| 23776 TOTAL EXPORTS
TOTAL IMPORTS - 23| — - 200 529 132| — - - 198| — 410 1654 3| — - 1314 | 3154 | 3844 | 2700 | 397 |11406| 264 45| 2| a3 06 58| 302| 17| 486| 200| 188| 22006 1048 | 23144 TOTAL IMPORTS
Stock change refined & +98| +80| — | +20| — — | 41e| +01| — | —o7| +os4| — +13| 88| — = +10| +335 | +152 | +128 | +148 | —o8| +155| — | —07| +72| +155| —127| —25| —e7| 432| — | 25| — +2288| — +2288 Stock chenge refined
REFINED CONSUMPTION =i 350 = 03 290 563 2280 206 531 49 18525 - 490 | 8150 43 84| 1109| 1400 | 3307 | 6975 | 2680 391 | 14753 428 52 3715 | 5465 130 120 | 1082 25 4841 2 374| 57539 | 14800| 72339 | REFINED CONSUMPTION
Direct use of scrap incl. ingotted Direct use of scrap incl. ingotted
scrap — 130 = — 1.0 207 4“0 14 199 —- 8028 - 180 | 3425 o7 31 4“1 330 | 1237 1581 | 1750 185 | 5083 48 i ick 1166 i 06 238 ¥ 191 38 60| 20813 scrap
TOTAL COPPER TOTAL COPPER
CONSUMPTION IN ALL FORMS| — 480 — 03 400 e | 2130 280 o 40| 26553 - 670 | 11575 50 115 | 1520 | 1730 | 4544 | 8556 | 4430 57:6 | 1983-6 414 ® % 6631 * 126 | 1320 . 67:2| 1100 434 78362 CONSUMPTION IN ALL FORMS

Fiqures for countries marked * have been calculated and included in Free World Total.

Printed in England by Silk & Terry Ltd.. Birminghem.
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ANNEX TT7: AVERAGE COST OF CQMPETITIVE COPPER ~

(U.8. cents per pound)

1969 19170
Zambia 29.0 29.8
Chile 2h.3 33.6
Zaire 32.5 3%.7
Peru 22.h_ 213
Total CIPEC 3163
Other Cowntries
United States 32.5 - 2/
Canada 37.h (29.2) =
Philippines 18.5 -
South Africa 26.3
Australia .9 2/
Elsevhere L3.6 (it~
Total non-CIPEC .l (31.0) &
4
Grand Total 28.5 3.7 {31) ™

2/

The average cost of producing primary copper including costs of
smelting, refining and delivery to buyers. The cost includes
deprcciation and interests on the capital used. By-product

credit is deducted. By compstitive copper is meant mine production
outside the centrally plamned economies from which is excluded
by-product and co-product copper, "mercantilist copper! where
decisions on mining depend mainly on criteria other than cost,

and mines - mainly small - with cost unknown. Competitive copper
accounts for about 80% of total world (ex. CPE's) mine production.

The figures in brackets include also co-product copper.

Source: Sir Ronald I, Prain
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PETROLEUM ECONOMICS LTD.

18th January, 1972.

The growing influence of OPEC as exemplified

by developments since late 1970

In order to assess the current status of OPEC and its potential,
one has to go back briefly to the origins of this organisation and
its performance so far. OPEC owes its formation to an initiative of
Venezuela which found a favourable response in Saudi Arabia. The

result was the Perez Alfonso/Sheik Tariki Plan of early 1960.

Venezuela, with its high-cost oil and comparatively slender
reserves, had been alarmed by the competitive pressures emanating
from the Middle East with its low-cost oil and high reserves. Perez
Alfonso felt that his country's interests would be best served through
the Venezuelan handicap being reduced by way of scaling-up, or at
least preserving, the government take in the Middle East thus putting

a floor under the price level of Middle East oil.

Simultaneously Venezuela, anxious to maintain its take per barrel,
was to be content with leaving by far the greatest part of the rise in
output to the Middle East. Although the Middle East - especially Saudi
Arabia - might have fared better by eliminating less favourably-placed
competitors and increasing more rapidly its output, Sheik Tariki did
fall in with Perez Alfonso's concept. Yet nothing much might actually
have happened had the oil companies not reduced the posted prices later

in 1960.



- Page 2 -

The companies' action was in line with the original concept of
posted prices being related to the general market situation, and it
took some practical experience for the companies to realise that the
producing countries, in whose budget oil revenues played such a
preponderant role, could not be expected to accept easily substantial
reductions in their expected }evenues. This traumatic experience of
the producer countries was the catalyst which resulted with great

rapidity in the underpinning of the original Plan.

During the first years of its activities OPEC remained essentially
a defensive weapon, i.e. it was successful in making further downward
adjustments of posted prices virtually impossible, and it provided
(Resolution I.1) a means of avoiding a repetition of what had happened
at the time of the nationalisation of Anglo-Iranian in Iran: the OPEC
countries were to stand together should one or the other of them be
in conflict with oii companies, and in such circumstances would make
it impossible for the companies to play one producer country against

another,

During that period, whenever and wherever undertaken, endeavours
for the positive restructuring of the relationship of the producer
countries to each other and of all of them to the oil companies, failed
eventually. This applied particularly to the endeavours to establish
a system of production programming which was tantamount to a quota
system, possibly a kind of international proration. Each country wanted
such production quotas to be established on the strength of criteria
which happened to favour its own particular situation: proved reserves,

historical position, population, etc.
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In 1965 a tentative programme was introduced but for various
reasons it proved to be entirely ineffective and was abandoned. This
item has not been removed from the agenda, but in spite of Venezuelan
pressures it has never got any nearer to being realised. It was last
mentioned in Resolution XX111. 133 and described as a potential

defensive weapon should the price situation deteriorate.

Whereas the ambitions to establish a quota system Tailed to
materialise, simply because the discussions showed up the true fact
that OPEC members were competitors of each other, OPEC did progress
in the direction of exacting higher revenues per barrel from the oil
companies, because on this point their interests were altogether

identical.

After protracted negotiations during 1964 the increase in unit
revenues was achieved without any adjustment in posted prices by
using a number of technical devices. The basic mechanism adopted
was to follow the long-standing Venezuelan example of treating
royalties as a deductible cost for tax purposes instead of as part
of the 50% government take which was the way in which the 50/50
principle had by mutual consent been applied in the Middle East since
the early 1950s. The agreements reached between the OPEC member states
and the oil industry in 1965 have thus come to be known as the "OPEC

expensing of royalty settlement”.

The other important feature of this settlement, which in the
first instance was applied for the period 1964-1966 and later extended
to 1975, was the recognition that the posted price levels of Middle

East and African crude oils existing at the time should not necessarily
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constitute the basis on which tax was assessed by producer countries.
Since OPEC could not accept an official reduction in posted prices,
the settlement introduced the concept of a tax reference price lower

than the posted price.

To establish the tax reference price two different sets of
adjustments to the posted price were allowed. The first was a flat
percentage reduction which was originally set at 83% in 196k declining
to 63% in 1966 and eventually further declining to 2% in 1971 before
being entirely eliminated in 1972. The second was a gravity adjustment
which was applicable through a complex formula the net effect of
which, however, was to reduce the relative effect of the flat percentage
reduction on light and heavier crude oils. Heavier crude oils were less
affected by this gravity adjustment than lighter crude oils, thereby
in principle adjusting the nistorical posted price relationship of
light and heavy crude oils as they existed at the time. As part of
all these adjustments a change was also made in the marketing allowance

which had previously been applicable but which was of small conseguence.

The result of all this complex mathematics was to increase the
unit revenues of M ,East producer countries by an average h¢ per barrel
in 1964 and thereafter by around l¢ per barrel per annum to 1975. The
"expensing of royalty settlement" was superseded by the Agreements of
1971 for Persian Gulf, Mediterranean and African crude oils, but the

principle that royalties are treated as a cost has been maintained.
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At this stage we must look again at the different status of the
various OPEC members. We have already referred to the respective
positions of Venezuela and of the main Middle East producer countries,
but now we must deal with the situation of newcomers to OPEC such as:

Qatar, Indonesia, Libya, Abu Dhabi, Algeria and Nigeria.

Indonesia, although joining in 1962 has been operationally a
sleeping partner, a role it has shared with Venezuela notwithstanding
the latter's strong influence. Both countries did benefit from the
successes of the Middle East protagonists but their problems were
so special that operationally the OPEC Resolutions being mainly focused
on the Middle East, and to a secondary extent Africa, did not affect

them directly.

The position of the African countries was different, and in the
case of Libya (under the previous Regime) the delay in joining OPEC
until it had established a strong quantitative position was entirely
logical. Once it had achieved a certain plateau in this respect it was
in its interest to join and the same applied to Nigeria. Algeria was
a case per se because of its "special relationship" to Metropolitan
France, based on the Evian Agreements of 1962. Only when this

relationship had worn thin did it join OPEC.

The particular situation of 1970 revitalised the OPEC position
which had suffered from the trauma of the 1967 Middle East War. At
that moment the Arab countries (not, of course, Iran) endeavoured
to use their oil supply position to further political aims, whereas
OPEC is designed to use the politico-administrative strength of the

producer countries to further their oil economic interests. Only
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when there was an opportunity to revert effectively to the latter

concept did OPEC regain its strength.

There is no need at this point to retell the story of the Libyan
coup, followed by tax increases and price adjustments at the Persian
Gulf in November 1970, again followed by the Teheran and Tripoli
Agreements, and the Eastern Mediterranean and West African settlements.

For OPEC, however, it is significant that :-

(a) the initiative came from one member country in a specific
situation (Libya), and
(b) that all along the real negotiations took place on a regional

rather than on an overall OPEC level.

In spite of the spectacular success of the OPEC countries, the
situation as of mid-1971 was that, whereas previously OPEC provided
a common front which dealt to a great extent with each of the oil
concessionaries separately, the oil companies- with the reluctant
blessing of the U.S. Department of Justice - had by then established
effective coordination (London Policy Group), whilst the rifts amongst

the oil-producing countries had grown and had become altogether visible.

It is, therefore, perhaps not right to talk of "a growing
influence of OPEC", although there is no doubt that the bargaining
position of the producer countries is now greater than it can have

been at any previous time,

The reason for this stronger bargaining position is two-fold:-
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(a) current energy demand estimates to 1980 and beyond show
figures considerably higher than those on which respective
calculations were based hitherto.* Since the Middle East 1is

the backbone of the world oil supply system, the increased demand
assumptions cannot fail to cast their shadow upon the near—and
medium—term supply/demand picture. The concept that the Middle

Fast could be considered as being a bottomless pit no longer appears

to be altogether valid.

(b) the OPEC member governments have become more sophisticated and
the events of the last eighteen months have shown that it 'is none

too difficult to create by administrative action and/or by the threat
thereof a position of scarcity in the course of which the price levels
can be pushed upwards. This, of course, is mainly due to the by now
generally known fact that alternative sources of energy carry higher
costs than those of Middle East crude even with the substantial tax

burden put upon it.

The growing strength of the producer side depends obviously
on the elimination or attenuation of competition between oil-producing
countries and for that matter oil companies. In view of the very high
benefit derived by the countries from the export of a barrel of oil, it
would not seem unreasonable if, at least, some of the countries would
have incentives to optimise by exporting more barrels rather than

trying to take as much money as they can per barrel.

Finally, the balance of power will to a certain extent depend on
whether and in which form the main oil-importing countries are going

to organise their oil procurement system.,
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¥ The development of assumptions regarding U.S.A. oil
demand is a case in point. The dramatic change in the
U.S. approach is mainly determined by the progressive
scaling-up of oil demand figures in the U.S.A. The
OECD energy policy paper of 1966 worked on the
assumption of a 1980 oil demand of 15 million b/d;
the Presidential Task Force Report of February, 1970
mentioned 18.6 million b/d, whereas the National
Petroleum Council Report issued in July 1971 works
on 22.7 million b/d.
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The present lists, prepared by the Information Officer,
Mrs. Floria Abolfazli, do not pretend to be a comprehen-
sive bibliography on the subject of petroleum. They were
prepared with the main object of informing staff members
of the OPEC Secretariat, researchers in Member Countries
and ull others connected with the industry, what books or
mcgazines might be of particular interest.

BOOKS FOR A PETROLEUM LIBRARY

A LIST OF 50 TITLES

Arnold, Ralph, The First Big Oil Hunt, Vantage Press:
New York, 1960

Ball, Douglas & Turner, D.S. This Fascinating Oil Busi-
ness, Bobbs: Indianapolis, 1966

Barrows, Gordon H. The International Petroleum Industry,
International Petroleum Institute: New York, 1965

Binder, Leonard, Iran, University of California Press:

Berkeley, 1962

Clark, J. Stanley, The Qil Century, University of Okla-
homa Press: Norman, 1958

Cookenboo, Leslie, Crude Oil Pipelines and Competition
in the Oil Industry, Harvard University Press: Cam-
bridge, Mass., 1955

De Chazeau, Melvin G. and Alfred E. Kahn, Integration
and Competition in the Petroleum Industry, Yale
University Press: New Haven, Conn., 1959



East, W.G. The Geography of Energy, Hutchinson Univer-
sity Library: London, 1964

Engler, Robert, The Politics of 0Oil, Macmillan: New .
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Back~%0-0fTice Raport -~ Consuliations on Petroleunm and Primary Aluminum

X I bad a series of meetings with soveral institutions in Europa
between Noveunber 29 and Decenber 11, 1571 for the purpose of obtaining

up~to-date information and exchanging views relevant to the pebroleunm
report "Demand-Supply Outlook for T rld Petrolewn Through 1280% (harwnxter
referred to as our draft repovt) which I am updating 3¢d revising ;

o

2. These conovltations were frultful in terss of both exchanging
vicws and sccuring additional data., (See Appendix I for a list of avall-
able reports.) Thoese wers some of the main findin: gs of my consultations.

) Growth rate projections of tot 1 world (including the
entrally planned economics) ensrzy demand for 1970-80 ave
generally bigher than those made prior to 1971. (See
Table IV, p. 2L4 of our dvaft report.) In most cases, the
grouwth rates of potential total islld encrgy demand have
been reviszd upward to bstwsen R percent and 7 psrecent ps
ammum for 1970-80, Earlier projections rangad tetween
about L porcent to 5§ perceat per anaum for the sams period.

b) The conssnsusg of the petroleum specialicts I netd with is
that, potroleun is likely to comtribute a rising share of
the market econonies' total encrgy ﬂnpuiy from around
50 parcent in 1970 to around 55 percent in 1980.

¢) According to informad bOULCbS, the pessible erude’ oil supply
patiera by areas in 1970, 1975 and 1980 is given below:

APPROXTUATE ESTIMATE OF FRER WORLD PETROLETI PLOTLCTION

(percent)

el a9s 1950

North Amsrica 30.0 26,0 22.3
Central and South America 15.1 12.9 11.0
Western Lurope 0.0 1.0 1.2
North Africa 9. 8.5 7.5
Other Africa -2 5.3 6.5
Middle ¥ast 35.8 . Lé. b
Asia/Oceania D7 .9 5.0
Total 100.0 100.0 100.0

.

}/ The above estinat in the Sgivug of 1971. Its 1970 markehghare
2

ade! d
patterns (espe i 1y he case of Horth Ar trjcﬁ ~ B.8./Canada) differ
apprecicbly from thoce which becams avallable later in the g year such as the

BP oil review.
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d) Asa raﬁult of fasbat growth rate of petroleun dens 1nd

AY&ighs production for the centrally plonned
' rts [xOﬁ the ¥Middle Yast ualur vartera

ng. Howaver, for political as well
s, P‘,nﬂg rmay not like this situation to
In order to maintain itg dominancs in
5 has scvaral elternatives., These ine
ing oil exports to the Free Torld;
i

= POy
clude: (1) raduc
(L) 1ﬁC”” sing its oil
production targets; and (h) controlling oll
i

morts from the !fiddle Fast; (3) rals-
nand. Moo specialists think that Rupsia will maintaln its -
cil exports to the VWest more or less at ius rocent level.
Touards the late 1970's Russiszn exports of natural gas, mainly
to Western Zurope, may bocone a new source of farp;~1 exchange.

= s

.

e) Host patroleun economie the opinion that oll prices
will tend to rise CurlL; thﬁ pr b decade in concrust to the
proceding cscade wasn a buyers'! market prevailed, On the other

hand, no one would venture a quantvltative assesswent of the

extent of the likely price incrsase mainly due to the rising
influence of OI'LC on oll pricing and the udﬁﬁru.inty of fuinre

OPiC stratsgy with respect to producing compunies. For inﬁ%aﬂca,

the Teheran Agrsament of Febrvery 1971 is sss:ﬂsi to renain in

effect without additional demand for revenue increase from the
host governments for the period Jamumary 1?71«? Houwever, tue
new issucs have already ahiscn which are likaly to result in
even higher tax costs and oil prices than those provided under
the Teheran Agrecment. The izsues in guestion are conpensation

Ior de facto U,S. 0011~f devaluation and government poriio%paw

tvion. Uthzr contributingz factors to rising oil prices include

slower rate of incres .s, xn n”odvcb»vi*v vworldwide inflation,

a faster gfoﬂth rate of demand for oil tluﬂ enticipated, (in-

cluding U.S. import demand nnxch may rise from about 25 parcentd

at present to ebout LO parcent of tobal domestic demand in 1580 )

and shorizgs of albternative sources of fuo S

- o

J

3. In z2ddition to the objectives spacified in the tarms of reference, I
also had useful msetings with two of the leading aluminum producers in Lalopu,
i.e., The British Aluminivm Corpany in London and Pechiney Aluminium Company
in Paris concerning (a) the current problems of the world aluvxinum industry
(ovcvcagg\ltj and price mezkness), and (b) the supply/demand prospects of
prisary aluminum in 1)71~73. (Sce my note ¢n "A Sunmary Review of VWorld
Aluninum Price Prospects,® dated November L, 1971.)

-

L. I also took advaniage of my visit to OZCD to see lr. Fill, Chief,
ial Stucy Szction, in order to verify the fact e reported by L1=
Mining Journal,& that the 030D is planning to prepsre a study on the world

1/ See my menorandum of Bovembor 11, 1971, regarding Study on ¥hrld Aluminum
Industry by the 050D,
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aluminum industry at the reguest of the Federal CGerman Government. He
confirmed this fact and told me that a Preparatory lMeeting of the Situdy Group
is scheduled for early 1972. I then told Mr., Hill that the Bank is also
deeply interested in and has followad closely, the aluminum market. During.
the discussion, I also informally raised the quistion of a closar coopera=
tion in research projects in the future and the possibility of the Bank
being invited to send an observer to meetings of the alumimum study group.
Hr, Bill replied that he would give wy request careful coasideration.

5. Pertinent pariticulars on the institutions and the pztroleun and
aluminum speclalists visited in these consultations are given in Appendix 2.

-

Attachments:

ACHuang:ms /)! [
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APPENDIX I

LIST OF AVAILAEBLE REPORTS

"Small and Medium Power Reactors: Technical and Economic Status,
Potential Demand and Financing Requirements" by

Munir A. Khan and J. Tom Roberts
Division of Nuclear Power and Reactors
International Atomic Energy Agency

"Potential Demand for Nuclear Power in Developing Countries and the
Associated Capital and Foreign Exchange Requirements" by

International Atomic Energy Agency
Division of Nuclear Power and Reactors
Economic Studies Section, May 1971

"Comparative Evaluation of Crude 0Oils" by
Paul H. Frankel and Walter L. Newton
The Institute of Petroleum
November 1959

Previsions et Orientations a Moyen Terme Pour Le Secteur Petrolier by

Commission des Communautes Euopeenenes
Bruxelles
29 November 1971



APPENDIX 2

PERTINENT DETAILS ON CONSULTATIONS

On Energy and Petroleum

(a)

(b)
(c)
(a)
(e)

(£)

(2)

(h)

(i) .

British Petroleum Co. (London)
Messrs. E. Jamieson - Senior Planmner ,
A. H. Dutton and N. Power

Shell Centre (London)
Messrs. M. D. J. Gellard, G. Glass and A. F. Peters

Compagnie Francaise des Petroles (Paris)
Mr. R. Constans, Asst. Economic Director

Organization of the Petroleum Exporting Countries (Vienna)
Mr. M. Almahdi - Chief, Economics Section

OECD (Paris)
Mr. B. D. Reinfrank - Chief, 0il Section

Petroleum Economics Ltd. (London)
Messrs. P. H. Frankel, W. L. Newton and T. White

(For details of information which the Petroleum
Economics Ltd. agreed to supply in conjunction with
the revision of our draft report in the near future,
see Appendix 3.) '

EEC (Brussels) :
Mr. G. Brondel, Director of Energy Commission

ECE (Geneva) - K. J. Brendow - Chief, Energy Division

Incidentally, Mr. Brendow told me his group has under
preparation a study on the prospects for energy demand and
resources for Europe on the occasion of the 25th anniversary
of ECE with completion date scheduled for mid-1972. He was
very complimentary about our draft report and told me that
he has quoted certain parts of our draft report, specfically
paragraphs 24 and 33 in their report mentioned above.

International Atomic Energy Agency (Vienna)
Messrs. R. Krymm - Chief, Economic Section
J. T. Roberts, Division of Nuclear Power

\
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On Aluminum

(a) British Aluminium Co. (London)
Mr. J. Wall - Chief Economist

(b) Pechiney Aluminium Co. (Paris)
| Messrs. G. Baudart - Chief, Service de 1l'information
Commerciale and Jean-Pierre Ergas, Director of Marketing

(c¢) OECD (Paris) .
Fr. D. H. Hill - Chief, Special Study Unit

(d) UNCTAD (Geneva)
Messrs. C. .Dawson - Chief, Minerals and Metals Section,
and D. L. Pike
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PETROLEUM, ECONOMICS LIMITED
1, ARGYLYL STREET, - "LONDON, WiV 2DS

Directors: PAUL H.FRAYNKEL WALTER L.NEWTON TED WHITE CLIVE DALTON
WLN/DW 3rd December, 1971

Mr. Andrew C. Huang,

International Bank for Reconstruction and Development,
1818 H Street, N.VW.,

Washington, D.C.20433

Dear Mr. Huang,

It vas a great pleasure to see you here earlier this week and
to have an opportunity to discuss with you your plans for revising
and updating your Petroleum Report of March 1971.

I should now like to confirm what we have agreed'to do for you:

We will provide you with background information mainly in
the form of statistical tables where applicable as follows:

Subject: : < A To be provided by
(a) The growing influence of OPEC as exemplified
by developments since late 1970 end 1971
(v) More recent forecasts on world energy demand end 1971
(¢) Potential supply pattern by areas ' end 1971

(a) The implication of recent OPEC aéreements on _
0il revenues of producing governments 3 end January 1972

(e) The net oil trade position of the Centrally
Planned Countries

" (This will be largely derived from data hs LTS
. __sent under (b) and (c¢) ) :
(f) Price outlook for crude oil and products in
the 1970s . end January 1972

The above items relate to updating of your previous Report.
As for the additional items, we have agreed to provide you as follows:

() Trends and prospects of crude oil production

costs of major producing areas some deta end 1971
suppleincnvary dsta
end January 1972
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Mr. Andrew C. Huang ' 3rd December, 1971

(p) The structure of freight rates and their
significance to o0il prices ‘ end January 1972

(a) The flow pattern of oil trade end January 1972

It was agreed that items (c) and (e) relating to crude
0il and petroleum products prices were too ambitious a programme to
incorporate in a Report to be completed in March 1972. It would
also involve us in substantial research. We agreed that we would
review the matter when I come {o Washington in February next year
and that it could perhaps be the subject of a special study at a
later date. :

With best regards.

Yours sincerely,

s -
3 /{\}f \/LLJ L . }\\/in J'L_;

"W.L.Newton
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OFFICE MEMORANDUM (77 =TT "

T0: Mr. 0. T. W. Price DATE: January 3, 1972

FROM: “.- Enzo Grilli

SUBJECT: Back-to-office report on the 10th Session of the FAO Consultative Subcom-
mittee on Hard Fibers and Meeting on Coir, Rome, December 6~11, 1971, and
on Consultations with Olefins and Cordage Manufacturers and Traders, London,
December 13-1hL, 1971

1. I attended the 10th Session of the Consultative Subcommittee on
Hard Fibers held in Rome from December 6 to 11, 1971. The Consultative
Subcommittee, set up in September 1967, works under the umbrella of the
FAO Study Group on Hard Fibers and has the task of carrying through the
operation of the "Informal Agreement", essentially an "export quota" ar-
rangement among the major hard fibers producing countries. 1/ The Subcom-
mittee also acts as the "Standing Committee" of the Study Group and is
concerned with a broad range of issues, varying from review of the current
situation to long-term prospects and action, including research on new end
uses and competition from synthetic substitutes. A meeting on coir, on
December 6, preceded the formal assembly of the Consultative Subcommittee
on Hard Fibers. All major producing and consuming countries were present
at the meetings. Several intergovernmental and international organizations
(such as the EEC, UNDP, UNCTAD, Commonwealth Secretariat), as well as non-
governmental organizations, including the Federation of Twine, Cordage and
Rope Manufacturers of Western Europe (FIDUROP) were also represented.

2 In view of the fact that the Informal Agreement, reactivated in
May 1971, still is much in question, there may be merit in reporting on the
present meeting in some detail.

Review of the current situation in sisal and henequen

3s Output of sisal and henequen in 1971 is estimated at about 770,000
metric tons, or 2 percent below that of 1970. Adverse weather conditions
affected African sisal production, particularly in Tanzania and Madagascar.
While other African producers did not suffer from droughts and bad weather
and were able to maintain production at 1970 levels, the overall sisal out-
put of Africa probably declined by some 10-13 thousand metric tons. Produc~
tion was about the same as in 1970 in Brazil and only marginally lower in
Mexico, because of unfavorable weather conditions.

1/ For information on the origin, basic features and changes of the "In-
formal Agreement" which also include all the major hard fibers consum-
ing countries, see Mr. Varon's memorandum on "Recent International
Discussions on Hard Fibers", dated May 22, 1969, and my back-to=-office
report on the 9th Session of the FAO Consultative Subcommittee on Hard
Fibers, dated May 19, 1971.



Mr. O. T. W. Price -2 - January 3, 1972

k. Exports of fiber in 1971 were estimated to be considerably lower
than in 1970, although exports of cordage from producing countries increased
further. The overall export situation, however, is not clear yet, since few
exporting countries were able or willing to provide estimates for the whole
year to the subcommittee and information on the first half of 1971 was also
fragmentary. World imports of sisal and henequen in 1971, however, were put
at about 508,000 metric tons, 6 percent below the level of 1970. The decline
in fiber imports was particularly strong in Western Europe where total im-
ports in 1971 were estimated to be 25,000 metric tons less than in 1970.
Imports of fiber also declined in Japan, Australia and Canada, while in the
United States they remained substantially unchanged from a year ago. On the
whole, developed countries' imports of sisal and henequen probably declined
by about 10 percent in 1971. Centrally planned countries showed only a mar-
ginal increase in their imports above 1970, while developing countries' im-
ports of sisal and henequen remained substantially unchanged. Imports of
manufactured products, thought to be at higher levels than in 1970, did
probably offset part of the decline in fiber imports showed by Western
European countries. Total world import demand for sisal and henequen (fiber
and manufactured products), however, further declined in 1971, probably by
as much as L percent with respect to 1970. Although the accumulation of
fiber and finished products which took place in the second half of 1370
(when importing countries took advantage of the very favorable prices which
prevailed in the market) explains at least in part the decline in total im-
port demand registered in 1971, the trend in world sisal~henequen fiber and
goods absorption is clearly a declining one. Since the mid-sixties total
world import demand has declined much faster than world supply and the neces=-
sary output adjustments have not yet materialized. In a basic situation of
oversupply the price behavior of sisal and henequen during the past L-5 years
is scarcely a surprise. In spite of the various stabilization attempts made
through the "Informal Agreement", prices have trended downwards and 1971
prices were no exception.

5. Following the reactivation of the "Informal Agreement" in May 1971,
prices of African sisal showed some improvement up to the end of July. East
African Rejects (otherwise known as Under Grade or UG) - a representative
grade of African sisal - sold at k73.6 per metric ton c.i.f. Europe. This
represented an increase in price of Bl.6 per metric ton with respect to May.
The further rise of b3 per ton registered in August was largely due to in-
creases in freight rates. At the same time, however, prices of Brazilian
No. 3 sisal - a grade comparable to EAR - declined from £66.5 per ton c.i.f.
Europe in May to B62.7 per ton in August, thereby bringing the price differ-
ential between the two grades from 15.5 to El3.3 per ton. In a major bid to
recapture their place in world markets, sisal producers in East Africa cut
their EAR prices by bl per ton in September and by another 1) per ton in
October. Although prices of Brazilian No. 3 sisal further declined to L59
per ton in October-November, a more normal price differential between the
two comparable grades was reestablished by the end of November. Current
prices, however, appear to be very unattractive to most producing countries
since they barely cover direct costs of production of the most efficient
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producers in Africa and leave many others - especially in East Africa -
below the break-even point.

Review of the "Informal Agreement" on sisal and henegquen

[ A definite assessment of the working of the "Informal Agreement”
in 1971 is not possible since member countries were generally unable (or
unwilling) to indicate with sufficient precision the magnitude of their
exports (especially cordage exports). Some official and unofficial com-
plaints of overfulfillments of national export quotas were heard during
the meetings, but given the scarcity of information on exports in 1971,
the foundation of such complaints could hardly be ascertained with any
sufficient precision. The FAO Secretariat, however, held the view that
the agreement was by and large respected in 1971.

Te The Subcommittee decided to maintain for calendar year 1972 the
same export quotas as in 1971, subject to reexamination at the next ses-
sion. Export quotas for fiber and cordage in 1972 were thus agreed as
follows (in thousand metric tons): Tanzania 185, Brazil 155, Mexico 86,
Portugal 81, Kenya 50, Franc Zone 25, Haiti 19, Indonesia 1, other coun-
tries 3, for a total of 605 metric tons. The Subcommittee also decided

to "reconfirm" the indicative target prices of L8L.5 I E5 per metric ton
c.i.f. Europe for EAR, while consuming countries reiterated their views that
a more realistic target price for EAR c.i.f. Europe should be k78 I &5 per
metric ton. L

8. The inability of the Subcommittee to revise the global export
quotas for 1972, in spite of strong urgings from the Kenyan delegation which,
supported by most of the main fiber importing countries, called for a cut of
about 5 percent in the global export quota and for corresponding pro rata
cuts in the national quotas as a way to adjust supply to the shrinking de-
mand and to raise market prices to more remunerative levels, indicates the
extent to which conflicting interests among producing countries have become
crystallized. In this context serious doubls were cast not only on the ef-
fectiveness of the "Informal Agreement" but also on the principle of cooper-
ation between producing countries on which the arrangement is based.

9. Although the demand-supply prospects for 1972 are not fully clear,
given the scarcity of statistical information offered by most producing
countries, import demand for fiber is expected to decline by roughly 3 per-
cent with respect to 1971 and in such a situation fiber prices are likely
to remain weak throughout 1972.

l/ Minimum selling prices for various grades of sisal and price differ-
entials between grades which operated in 1969 under the Informal Agree-
ment were abolished in May 1971 and were not reestablished.
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10. Given the very low prices which prevailed in 1971, sisal and
henequen were said to have remained fully competitive with polypropylene
in the harvest twine market, while synthetic fibers continued to cut

into traditional sisal-henequen markets for ropes and packaging twine. 1/

Research on new end uses for hard fibers

1l Research on new end uses for sisal and henequen was discussed
at some length and it was decided that the next session of the Subcom=
mittee, which will be held in Rome on June 7-9, 1972, would be preceded
by a session of the Advisory Working Party on Research (AWP). The ques-
tion of possible IBRD participation in financing research of new end uses
for hard fibers, raised in general terms during the meeting, will be taken
up again and in more specific terms during the Meeting of the Advisory
Working Party in June 1972, since an organic plan for research is likely
to be presented by the AWP to the 1llth Session of the Subcommittee.

Review of the abaca situation

12. Production of abaca in the Philippines during the first ten
months of 1971 amounted to L5.6 thousand metric tons, a decline of about
19 percent with respect to the same period of the previous year. Total
production in 1971 is expected to be around 5L.0 thousand metric tons (as
compared to 77.6 thousand tons in 1970). A further decline in production,
again due to adverse weather conditions is expected in 1972. 2/ Exports
from the Philippines during the first ten months of 1971 totaled to 2.2
thousand metric tons, a decline of about 12 percent compared to the same
period in 1970. Demand for abaca appears to be firm in the United Kingdom
and the United States, where increased consumption by paper mills seems to
be sufficient to compensate for losses in the traditional rope uses. Abaca
consumption in Japan appears to be weak and expected imports in 1971 are
3,000 metric tons below the 1970 level. A further decline of import de-
mand of about 1,000 metric tons is expected in 1972. On balance, however,
uncertainty is more on the supply than on the demand side and shortages of
certain grades may occur in 1972. Freight rates on abaca are expected to
increase in February 1972 by some 15 percent and by another 2.5 percent in
August. For some low-price grades of abaca freight rates will then account
for about 4O percent of the c.i.f. value of the fiber. Improvement in
baling techniques in the Philippines was recommended as a possible way to
counter freight rate increasese.

1/ The relationship between sisal-henequen prices and olefin prices (espe-
cially polypropylene) and the effects of competition from synthetics in
the various sisal~henequen end-uses will be examined in detail in my
paper on the "Hard Fibers Situation and Projects" scheduled to appear
in draft form in the next 2-3 months.

2/ A series of eight typhoons in August-September 1971 hit abaca producing
areas. '
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Review of the coir situation

13. The "ad hoc meeting" on coir reviewed the situation of coir
fiber and yarn in some detail. World imports of coir fiber in 1971 were
estimated at some 10 percent above 1970 levels but roughly in line with
the 1967-69 average. Import demand seems to be stagnating. FAO Secre-
tariat studies on the coir situation in the United Kingdom, Italy and
the Federal Republic of Germany indicate that mattress fiber was suffer-
ing from strong competition from synthetic materials in its major end use
as an insulator in inner-spring mattresses. As a way to stimulate coir
fiber consumption, the meeting recommended that Ceylon, the main produc-
ing country, make a strong effort to improve quality and to insure reg-
ular supplies.

1. Imports of coir yarn into the major consuming countries - with
the exception of Belgium and France - showed a further decline in the first
part of 1971. The import demand prospects for coir yarn were considered
rather poor since its use in mattings for floor coverings tended to be
limited mainly to runners and to coverings of large areas, while in domes-~
tic uses felt floor covering and tufted carpets were replacing coir yarn
mattings. Demand for coir mats, on the contrary, is still good and exports
of coir mats (particularly door mats from India) are still expanding. The
importance of quality control on the yarn exported from India was repeat-
edly stressed by many of the importers and the necessity of standardiza-
tion of sizes of door mats was reiterated by European manufacturers who
invited India to comply with the recent agreement reached by the major
European manufacturers not to produce doormats of sizes less than 0.2
square meters. This agreement is expected to increase consumption of

coir yarn for mats by some 15-20 percent.

Consultation with polypropylene and cordage manufacturers and sisal traders
in London

15, On December 13 and 1l I consulted in London with polypropylene
manufacturers, cordage manufacturers and sisal traders. From my conversa-
tions with officials of the polypropylene marketing department of the Im-
perial Chemical Industries (ICI) I was able to confirm my views on the
situation of excess capacity which characterizes the polypropylene market
in Europe and is largely responsible for the recent declines in the market
price of various grades of polypropylene. This situation, however, is ex-
pected to last possibly until 1973 whereupon prices of polypropylene - at
least in the United Kingdom - are forecast to rise in line with the 3-5
percent expected annual rate of inflation.

16+ British Ropes v officials expressed the view that polypropylene
harvest twine is still not fully competitive with sisal-henequen twine in

1/ British Ropes Limited manufactures most of the hard fiber cordage con-
sumed in the United Kingdom and also produces polypropylene harvest
twine.
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the United Kingdom particularly because of the very low market prices of
sisal and the strong competition coming from cheap imported sisal and
henequen twine. They indicated, however, that as much as 15-20 percent
of the harvest twine consumed in the United Kingdom is made out of poly-
propylene and that consuwmption of polypropylene baler and binder twine
is likely to increase in the future.

17. I also visited the Tropical Products Institute in London and
reviewed with Mr. C. Jarman (who is also the Secretary of the FAO Advis-
ory Working Party on Hard Fibers Research) the results and prospects of
research on new end uses for hard fibers. The Tropical Institute, a part
of the Ministry of Overseas Development, is presently engaged in assist-
ing the handicraft sector of various hard-fibers producing countries in
matters such as design, dyeing techniques and quality standards; the re-
sults of the research and assistance of the Institute seem to be quite
promising.

cc: Messrs. Demuth, Henderson, Stevenson, Singh and Varon
Messrs. Avramovic, Collier, de Vries, Gilmartin, Kuczynski
and Takahashi

EGrilli:hbb
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The Flow Pattern of 0il Trade

Tables 1(a) = (h) show the estimated main oil movements

for the years 1970 and 1971 and forecasts for the years 1973 - 1977

and 1980, The figures are given in million tons (1 million tons

per annum = 20,000 barrels daily).

a)

b)

These tables are based on:

The tables relating to world energy and world demand and supply
pattern by areas already sent to the International Bank for
Reconstruction and Development under cover of our letter of

4th January, 1972.
The following general assumptions:

(1) The Suez Canal remains closed.

(ii) The Trans Arabian Pipeline (Tapline) is open throughout.

(iii) The existing pipelines from North Iraq to the Eastern
Mediterranean will be open throughout at a capacity of
54 million tons per annum in 1970 and 1971 and 59 million
tons per annum from 1972 onwards.

(iv) There will be a pipeline on the Egyptian side of the Suez
Canal from Suez to Alexandria with a capacity of 80
million tons per annum as from 1975. Throughput has
been assumed at 60 million tons in 1975 and 80 million
tons in subsequent years.

(v) The capacity of the Israeli pipeline is raised to 22
million tons per annum in 1971,45 million tons per annum
in 1973 and 60 million tons per annum in 1976 and sub-

sequent years. Throughput has been assumed at:

conNtesseos



40 million
45 million
50 million
55 million

60 million

tons
tons
tons
tons

tons

in 1973
in 1974 and 1975
in 1976
in 1977
in 1978 and 1980.

(vi) The Iran/Turkey pipeline will now not be built so as

to be in operation by 1980.

(vii) There will be an additional Iraq/Eastern Mediterranean

pipeline with a capacity of 30 million tons per annum

from 1977 onwards.

(viii)There will be a pipeline from Iraq/Iran into the U.S.S.R.

with a capacity of 30 million tons per annum in 1980.

(ix) Shipments from the North Slope of Alaska will now begin

only in 1976, at 45 million tons per annum, rising to

60 million tons in 1977, 75 million tons in 1978 and

100 million tons in 1

980.



From:

To:

Scandinavia (a)

Northwest Europe (b)
Southwest Europe (¢)
Southeast Europe (d)

North Africa
West Africa
South and East Afric_a

Middle East (e)

India, Pakistan,:Ceylon
Southeast Asla

Japan

Australasia

Canada (East Coast)
U.S. East Coast
U.S. VWest Coast

Caribbean

S. America (East Coast)
S. America (West Coast)

Total

MAIN  OIL  MOVEMENTS 1970

Table 1(a)

Million Tons

S. America U.S. Uest

Caribbean West Coast U.S. Gulf Coast Alaska Total

Persian Eastern North West Southeast Northwest South S.Bloc S.Hloe
Gulf Mediterranean Africa Africa Asia Europe  Europe Baltic Black
Sea
22 - 3 6 - X 3 15 1
162 20 85 29 - % 10 2 8
61 31 90 5 - - x - 8
7 20 20 - - - x - 9
% = x & - - - 2
4 1 (£) X - - - 1
21 - - - - - - - -
10 - - - - - - - -
22 - - - - - - - (£)
38 - - = x = = = 3
165 - (£) 1 31 (£) - - 2
21 - - - 5 - - - -
10 - o - - (E) - -
6 3 3 - 2 5 - 1
3 - - - 3 - 1 - -
¥ . 4 9 1 * - - 6
13 - 2 2 - - - - =
2 o - & - i~ % & =
584 72 207 58 ko 4 19 bl 41

(a) Denmark, Finland, Norway, Sweden and Soviet Bloc Baltic ports )
(b) Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Iceland, Ireland, Luxembourg,

Netherlands, U.K.

6 - (£) - - 56
18 = 2 - - 336
5 & 5 - - 202

1 - - - - 67

s N = = - 2
1 - - - - 7

= - = = - 21
5 = = = = 10
= = = = = 22
1 = 2 = uy

2 - - 4 - 205

- - - @ - 26
28 - - = & 5}
106 - 91 - - 218
6 (£) (£) x 9 22

x = - 27
5 = = % 22

7 - - - 9
186 - 94 6 9 1,337

(¢) France (Mediterranean Coast), Germany (via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spain,

Switzerland
(d) Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports
(e) Estimated shipment via Israeli pipeline
(£) less than 500,000 tons



Table 1(b)

MAIN OIL MOVEMENTS 1971

Million Tens

From:
Persian Eastern North lest Southeast Northwest South S.Bloe S.Bloe S. America U.S. Vest
Gulf Mediterranean Africa Africa Asia Europe Europe Baltic Black Caribbean Uest Coast U.S. Gulf Coast Alaska Total
Sea

Tos
Scandinavia (a) 24 = 2 7 - % > 15 1 4 - (£) = - 56°
Northwest Europe (b) 191 - 25 56 38 - X 9 2 8 14 - 2 - - 345
Southwest Europe (c) 81 35 VE) 10 - 1 x - 7 3 & 1 & = 211
Southeast Europe (d) 33 18 19 = = = x = 8 1 = & - = 79
North Africa z 5 x = = ' = & 2 = = e = = 2
West Africa 5 - (£} x - - - - a1 1 - - - - P
South and East Africa 22 - - - - - = - - - - = =y = 22
Middle East (e) 15 - - - - - - - - - - - - = 15
India, Pakistan, Ceylon 23 - - - - - - - (£) - - - - - 23
Southeast Asia 43 - - - X - - - 2 (£) - - 2 & 47
Japan 179 - (£) 2 34 (£) - - 1 1 = = 4 = 221
Australasia 16 - - - 3 = = = = - % = = = 19
Canada (East Coast) 12 - - 5 - - (£) - - 27 = = = = 42
U.S. East Coast 12 = g 3 = 3 5 - 1 115 “ = - 240
U.S. ‘est Coast 5 - - - 4 - 1 - - 9 (£) 1 9 2
Caribbean 9 - 8 14 b1 - - = 6 % - - - - 58
S. America (East Coast) 11 - 3 3 - = = = = 4 - = - = 21
S. America (West Coast) 2 - = - - = & = = T x = & - 9
Total ‘ 683 78 163 80 42 4 18 17 37 186 - 103 6 9 1,426

(a) Denmark, Finland, Norway, Sweden and Soviet Bloc Baltic ports

(b) Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Iceland, Ireland, Luxembourg,
Metherlends, U.X. :

(e) France (Mediterranean Coast), Germany (via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spain,
Switzerland

(d) Austria, Germany (via TAL), Greece, ITtaly (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports

(e) Estimeted shipment via Israeli pipeline

(f) 1less than 500,000 tons



From:

To:

Scandinavia (a)

Northwest Europe (b)
Southwest Europe (c)
Southeast Eurcpe (d}

North Africa
Yest Africa
South and East Africa

Middle East (e)

India, Pakistan, Ceylon
Southeast Asia

Japan

Australasia

Canada (East Coast)
U.S. East Coast
U.S. Vest Coast

Caribbean
. America (East Coast)
. America (l'est Coast)

€2 (n

Total

(a)
(b)

()

(a)
(e)

Table lgcz

MMIN  OIL  MOVEMENTS 1973

Million T:ns

Persian Eastern North  West Southeast Northwest South 8.Bloec S.Blog S. America U.S. Vest
Gulf Mediterranean Africa Africa Asia Europe Europe Baltic Black Caribbean Vst Coast U.S. Gulf Coast Alaska Total
Sea

32 = s 9 = x 4 15 1 5 = £ = 66
198 25 59 70 - X 14 2 8 16 - 2 - 354
103 56 Tl 13 - 1: b'd - T 4 - X - 262
40 2D 24 - - - X - 8 1 - - - 106
- - - - - - - 2 - - - - 2
6 - - - - - - 1 i - - - 8
25 - - - - - - - - - - - - 25
34 - - - - » - - - - - - - - 34
29 - - - - - - - - - - - - 29
46 - 2 2 x = = - 2 1 = = 2 51
203 - - . 5 55 - - - 1, 2 - - 4 270
18 - - - 2 = - - - - - - - 20
13 - - 3 - - - - - 29 - - - 45
24 1 9 10 - 4 6 - 1 127 - 100 - 282
11 - - - 8 - 1 - - 10 2 5 x 42
12 @ 15 5 1 - - - 6 x - - - 49
12 - 3 2 - - - - - 4 - - - 22
2 - - = - - - - - 7 - - 9
808 115 187 128 66 5 25 17 37 207 2 104 6 1,716

Denmark, Finland, Norway, Sweden and Soviet Bloc Baltie ports

Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Iceland, Ireland, Luxembourg,
Netherlands, U.K.

France (Mediterranean Coast), Germany (via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spain,
Switzerland

Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports

Estimated shipment via Israeli pipeline



Table 1(d)

MATH OIL  MOVEMEITS 1974

Million Tons

From:
Persian Eastern North llest Southeast Uorthwest South S.Bloc S.Bloc S.America U.S. lest
Gulf Mediterranean Africa Africa Asia Europe  Europe Baltic Black Caribbean Vest Coast U.S. Gulf Coast Alaska Total
: = Sea

To:
Scandinavia (a) 38 - - 10 - % 5 15 p 5 - - - = T4
Northwest Europe (b) 203 25 56 83 - % 14 2 8 16 - 2 - - 409
Southwest Europe (c) 123 57 75 14 - ‘ 1 % - T 4 - 1 = = 282
Southeast Europe (d) 45 38 25 - - - x e 8 Bl = - = & 117
North Africa - - - - - - - 2 - - - - - 2
West Africa ° 6 - - X - WO = = . 1 - - & = 8
South and East Africa 27 - - - - - - - - - - - =" 5 - o7
Middle East (e) 38 - - = = - = = - - a = = = 38
India, Pakistan, Ceylon 33 - - - - - - - - 3 - & = = 33
Southeast Asia 43 - - - % - - = 2 2 - - o < 53
Japan 220 - - T 66 - - - 1 2 - - 4 - 300
Australasia 19 - - - 3 - - - - - < - - - 25
Canada (East Coast) 15 - - 3 - - - - - 31 - = = = 49
U.S. East Coast 29 2 1% 14 - 4 7 - 11 134 - 100 - - 304
U.S. Vest Coast 17 - - - 9 - 3 - - 11 5 i § x 9 51
Caribbean 15 - 21 15 1 - - - 6 b4 - - = = 56
S. America (East Coast) 15 - &) 5 - - - - - 4 = = & - 25
S. America (West Coast) 2 - - - - - - = = T x = = - 9
Total 891 122 193 19 79 5 27 1 37 a7 3 104 6 9 1,8%

(a) Denmark, Finland, Norway, Sweden and Soviet Bloc Baltic ports .

(b) Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Tceland, Ireland, Luxembourg,
Netherlands, U.X.

(¢) France (Mediterranean Coast), Germany (via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spaln,

Switzerland

(a) Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports

( ) Estimated shipment via Israeli pipeline =



Table l(e)

MAIN OIL MOVEMENTS 1975

Million Tons

From:
Persian Eastern North iest Southeast Northwest South S. Bloe S.Bloe S. /merica U.S. West

Gulf Mediterranean Africa Africa Asia Zurope Europe Baltic Black Caribbean liest Coast U.S. Gulf Coast Alaska Total

— st Sea
Tos
Scandinavia (a) 36 - - 9 = x 6 15 1 5 - = & = 72
Northwest Europe (b) 213 28 50 84 - x 14 2 T 16 - 2 - - 56
Southwest Europe (e¢) 121 79 75 15 - 1 % - T 4 = 1 = - 303
Southeast Europe (d) 29 65 25 - - ‘ - % 4 = 8 1 - - & - 128
North Africa - - - - - - - 2 - - - - - 2
West Africa 6 - - 5 - T = 5 2 1 - o = = 8
South and East Africa 29 - - - - = - - - - = = - & 29
Middle East (e) 81 - - - - - - - - - - ~ - & 81
India, Pakistan, Ceylon 37 - - g - - & - = = - - = = 37
Southeast Asia 52 - - - x - - - 2 1 - - 2 - 57
Japan 235 - - 9 s - - - 1 2 - - 4 - 326
Australasia 21 - - - 3 - - - - - = = = & 24
Canada (East Coast) 15 - - 3 - - - - - 31 - - = - 49
U.S. East Coast 36 4 18 22 = 4 7 - 1 145 - 100 = = 337
U.S. tlest Coast 20 - - - 11 - 1 - - 12 4 1 b4 9 58
Caribbean 13 - 28 15 2 - - - 7 x = - - = 65
S. America (East Coast) 16 i 3 3 - - = = - .5 = = ~ = 28
S. America (West Coast) 2 - - - - - = = - i x = = = 9
Total 960 177 199 160 93 5 28 17 b7 4 230 4 104 6 9 2,029

(a) Denmark, Finland, Norway, Sweden and Soviet Bloe Baltic ports

(b) Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Iceland, Ireland, Luxembourg,
Netherlands, U.K. .

(c) France (Mediterranean Coast), Germany (via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spain,
Switzerland

(d) Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports

(e) Zstimated shipment via Israeli and Egyptian pipelines.



From:

To:

Scandinavia (a)

Northwest Europe (b)
Southwest Hurope (e)
Southeast Europe (d)

Horth Africa
West Africa
South and East Africa

\

Middle East (e)

India, Pakistan, Ceylon
Southeast Asia

Japan

Australasia

Canada (East Coast)
U.S. Zast Coast
U.S. ‘est Coast

Caribbean

S. America (East Coast)
S. America (West Coast)

Total

(a) Denmark, Finland, Norway, Sweden and Sovie

Persian Eastern North VYest
Gulf Mediterranean Africa Africa
41 - - 9

223 29 46 86
130 90 79 15
27 76 28 -

6 _ s =
31 - - =
105 - - -
43 - & =
5k - - -
245 - - 12
22 - & -
17 - - 3
47 5 26 26
11 - - =
i3 - 28 15
16 2 3 3
2 - - -
1,033 202 206 169

MAIN

OIL  MOVEMENTS

1976

Southeast Northwest South

S.Bloec S.Bloe

(b) Belgium, France (Atlantic Coast), Germany
Netherlands, U.K.

(¢) France (Mediterranean Coast), Germany
Switzerland

Asia

S.America

Table 1(f)

Million Tons

U.S. West

Europe Europe Baltic Black Caribbean Uest Coast U.S. Gulf Coast Alaska Total
Sea
x i 15 58 5 - - - - 78
% : 14 2 T 16 - 2 - 425
1 x - 7 4 - 1 - = 323
- x - 8 | - - - 140
- - - 2 - - - - - 2
- - 1 1 - - - 8
= - = - = - 31
- - - - - - - - - 105
= - = - - - - - 43
- - - 2 1 - - 2 - 59
- - 1 3 - - b - 353
- - - - - - - 26
& = - = 32 - - - - 52
4 8 - 1 156 1 100 - - 374
= z = - 2 i - 54 T4
- = 2 T x 3 % = = 69
- = - - 5 - - - - 27
- = - - 7 x - - - 9
5 29 17 2T 233 5 103 6 54 2,200

t Bloc Baltic ports
(excluding imports via SEPL, CEL and TAL pipelines),

Iceland, Ireland, Luxembourg,

(via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spain,

(d) Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports

(e) Estimated shipment via Israeli and Egyptian pipelines.



To:

Scandinavia (a)

Northwest Europe (b)
Southwest Europe (e¢)
Southeast Burope (d)

North Africa
West Africa
South and East Africa

Middle East (e)

India, “akistan, Ceylon
Southeast Asia

Japan

Australasia

Canada (East Coast)
U.S. East Coast
U.S. 'lest Coast

Caribbean

S. America (East Coast)
S. America (West Coast)

Total

Table 1
MAIN OIL MOVEMENTS 1977

Million Tons
Persian Eastern North West Southeast Northwest South S.Bloc S.Bloc S. America U.S. West
Gulf Mediterranean Africa Africa Asia Europe Europe Baltic Black Caribbean West Coast U.S., Gulf Coast Alaska Total
Sea
46 - - 9 - x 8 15 1 S - - - - 84
235 34 42 84 = x 14 2 7 16 & 2 = - 436
145 100 T 15 - 1 % - 7 4 - 1 = = 344
21 ol 28 2 = - x 2 8 1 = = = = 152
- - % - - - - - 2 - - - - - 2
6 - - x - - - - 1 ot - - - = 8
23 - - - - - - - - - = = - - 25
109 - = - = - - = - & - = = = 109
47 - - - - - - - - - - - - - 47
59 - - = x = = = 2 1 - - 2 2 64
260 - - 15 95 = - - 1 2 - - 4 - 378
24 - - = 5 = - & = = = = - = 29
18 - - 4 - - - - - 33 - - - = 55
59 6 25 35 - 4 8 - 1 157 2 100 - 5 412
15 S = = 5 - - - - 3 - - x 64 87
13 = 30 15 4 = - - 7 x 4 - = < 5]
15 3 4 4 = - - - - 6 - - - - 32
2 - = = = - = 2 = 7 x = 5 = 9
1,107 237 210 181 109 5 30 177 37 237 6 103 6 € 2,354
(a) Denmark, Finland, Norway, Sweden and Soviet Bloc Baltic ports
(b) Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Iceland, Ireland, Luxembourg,
Netherlands, U.K. '
(¢) France (Mediterranean Coast), Germany (via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spain,
Switzerland
- (d) Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports

(e)

Estimated shipment via Israeli and Egrptian pipelines.



To:

Scandinavia (a)

Northwest Europe (b)
Southwest Europe (e)
Southeast Europe (d)

North Africa
West Africa
South and East:Africa

Middle East (e)

India, Pakistan, Ceylon
Southeast Asia

Japan

Australasia

Canada (East Coast)
U.S. East Coast
U.S. West Coast

Caribbean

S. America (East Coast)
S. America (lest Coast)

Total

(e)

Table 1(h)

MAIN  OIL _ MOVEMENTS 1978

Million Tons

Estimated shipment via Israeli and Egyptian pipelines.

Persian Eastern North !lest Southeast Northwest South S.Bloc S.Bloc S. America U.S. Yest
Gulf Mediterranean Africa Africa Asia Europe [urope Baltic Black Caribbean \est Coast U.S. Gulf  Coast Alaska Total
Sea
52 - - 9 - x 9 14 1, 5 - - - - 90
252 34 38 81 5 x 14 2 i 16 = 2 = = 146
175 95 69 15 - 1 b4 - T 4 = 1, o = 367
21 100 30 - - g - b 4 ; - 8 is - - - - 160
- - - - - - - 2 - - - - - 2
6 - - - .- - - 1 1 - - - - 8
35 - - - - - - - - - - - - - 35
113 = 5 = = = = 5 = = = = = = 113
51 = = = - - = = = - = = = = 51
65 - - = x = = - 2 1 = = 2 = 70
274 & - 18 100 = s = 1 3 = s 4 < 401
26 - - - - - - - - - - - - 2
20 - - 4 - - - - - 34 - - = - 58
69 7 43 4y = 4 8 = 1 160 2 100 3 10 448
20 5 - - 5 % “ - = 3 = - x T4 102
14 - 31 15 5 - - - T x 5 - - - il
16 4 4 4 - - - - - 6 - - - - 34
2 - - - - - - - - “q x - - = 9
1,211 240 215 190 127 5 3l 16 7 24 7 103 6 84 2,505
(a) Denmark, Finland, Norway, Sweden and Soviet Bloc Baltic ports
(b) Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Iceland, Ireland, Luxembourg,
Netherlands, U.K.
(e) France (Mediterranean Coast), Germany (via SEPL and CEL pipelines), Italy (Mediterranean Coast and Islands), Portugal, Spain,
. Switzerland
(d4) Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports



Table 1(i)

MAIN OIL _ MOVEMENTS 1980

Million Tons

From:
Persian Lastern North  West Southeast Northwest South S.Bloe S.Bloe S. America U.S. West
Gulf Mediterranean Africa Africa Asia Europe Europe Baltic Black Caribbean West Coast U.S. Gulf Coast Alaska Total
. Sea

Tot
Scandinavia (a) 67 - - 9 = % 11 13 i 5 = = = = 104
Northwest Europe (b) 284 33 32 79 - x 14 2 6 16 - 2 - - 468
Southwest Europe (c) 222 93 65 15 - 3 x 4 B T 4 - 1 - - 408
Southeast Europe (d) 25 97 32 = - = % - 8 1 - - - - 163
North Africa - - X - - = = = 2 &) - & =i = 2
West Africa v 6 - - X - - - " 1 i - = = ” 3
South and East Africa N - = = = = - e = & = = = « 41
Middle East (e) 110 - - - - = = = = = -~ = - - 110
India, Pakistan, Ceylon 61 - = - = = = = s & = - - - 61
Southeast Asia 70 - - - x - - - 2 i - - 2 - 75
Japan 307 - - 25 110 - - - 1 4 - - 4 - 451
Australasia 32 - - - 74 = - = = - = = - - 39
Canada (East Coast) 26 - - 5 < » o = = 36 - = - i 67
U.S. East Coast 81 9 57 58 - 4 8 - 1 161 3 100 - 25 507
U.S. West Coast 29 - - - 2 - - - - 3 - - x 84 118
Caribbean : - 3 15 6 = - = 8 X 6 = - = 85
S. America (East Coast) 19 5 5 5 & = = = = 7 - = - = 41
S. America (West Coast) - 2 - - - - - - - - 7 x = & = 9
Total 1,399 237 224 211 125 5 33 13 37 246 9 103 6 109 2,757

(a) Denmark, Finland, Norway, Sweden and Soviet Bloc Baltic ports .

(b) Belgium, France (Atlantic Coast), Germany (excluding imports via SEPL, CEL and TAL pipelines), Iceland, Ireland, Luxembourg,
Netherlands, U.XK.

(¢) France (Mediterranean Coast), Germany (via SEPL and CIL ripelines), Italy (llediterranean Coast and Islands), Portugal, Spain,
Switzerland

(d) Austria, Germany (via TAL), Greece, Italy (Adriatic Coast), Turkey, Yugoslavia and Soviet Bloc Black Sea ports

(e) BEstimated shipment via Israeli and Egyptian pipelines.
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'OFFICE MEMORANDUM 1o e ”Jﬂte-
TO: Mr. Alexander Stex(enson DATE: December 29, 1971
FROM: 0. T. W. PriCe(E% :

SUBJECT: Back-to-office report on visit to the International Sugar Organization:
world sugar prospects

1. The Bank has had a cautious policy towards investing in sugar
projects following the sugar surpluses and depressed free market conditions
of the late 1960's, The free market situation for sugar has changed in
recent years, however, and it may be advisable for the Bank to reconsider
its lending policy towards sugar.

2. As some difference of opinion about the future market in sugar
appears to have arisesn between Dr. Viton (FAO) and some members of the
International Sugar Organization, I visited Mr. Ernest Jones-Parry,
Executive Director of the International Sugar Organization (ISO), on
December 15, 1971, in order to ascertain the current views of the ISO and
‘where they differ (if at all) from FAO.

3. A symposium on the prospects for sugar was sponsored by various
EEC sugar trade associations in Brussels in November 1971l. A paper
delivered by Dr. Viton, Commodities and Trade Division, FAO, received wide
press coverage and particularly his "strong suspicion" that unlike the
1960's production would fail to meet demand for a much longer period in the
1970's and, furthermore, that the adverse effect of the shortage and high
prices would be most seriously felt in some of the LDC's. The ISO agrees
that there will be a tight market situation in 1972 and 1973 but does not
agree that a disequilibrium situation will persist through much of the
1970's since production will expand in response to higher prices, higher
prices will also tend to reduce the pace of expansion in consumption and
the ISO feels that Dr. Viton has not given sufficient allowance to the
stated production plans of some of its members (including Cuba}. Stated
tersely, it is argued that there are interactions between demand, supply
and prices and that the FAO projection methods fail to take these adequately
into account.

L. I would like to pass on to the areas of agreement between the ISO
and FAO which appear far more relevant to the Bank in its commodity lending
policy considerations.l/ There is a consensus that:

(a) Centrifugal sugar consumption could rise from 71.8 million
tons in 1970 to 92.8-94.L million tons in 1980 - a growth
of about 30 percent.

1/ Neither seem very explicit about the price assumptions underlying the
consumption forecasts but it appears that the ISO is assuming a higher
free market price.
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(b) At least half the expansion in consumption is likely to
occur in the Lesser Developed Countries, as illustrated
by the following forecasts:

Countries 1970 .1980 Difference
(Million tons of
centrifugal raw sugar)

‘Western developed 29.7 35.7 + 6.0

LDC'S 23-’4 3308"35.)4 + 100)4"'12.0
Centrally planned (in-

cluding Mainland China) 18.7 23.3 + 4.6

(¢) To meet the increase in consumption substantial invest-
ments will be needed in production and refining
facilities.

5. Some of the most expensive sugar is derived from sugar beet in
developed countries while some of the cheapest is derived from cane, again
in developed countries, namely, Australia and South Africa. Costs of sugar
production from cane in the LDC's occupies a wide middle band. There is no
question but that several LDC countries are capable of producing relatively
low cost sugar based on cane provided adequate capital, technical and mana-
gerial investments are made to facilitate such a development.

6. The Bank Group has a formal consultation arrangement with the
International Sugar Organization relating to any new projects for sugar
production. The Executive Director of the ISO indicated that he thought

the Bank Group would have a more active role to play in financing sugar
projects than in recent years but he still favored considering each project
in turn rather than making a blanket recommendation for expansion. The ISO
is likely to respond favorably to new sugar projects in the LDC's at present.

Te Any attempt to forecast developments in the sugar market over the
next 3-L years will prove extremely hazardous since (a) the International
Sugar Agreement runs out at the end of 1973; (b) the EEC has not yet decided
how to handle 1.4 mil. tons of Commonwealth sugar associated with British
entry to the EEC and this issues does not need to be resolved until late in
197L (there can be little doubt that Australia will need to find alternmative
markets); (c) the EEC does not need to review its internal sugar quotas
between member countries until mid-1975; (d) the U.S. Sugar Act expires at
the end of 1974 and is likely to undergo thorough examination before being
replaced by some alternative legislation.

8. A considerable amount of the world sugar is traded at present under
~ preferential market terms and is protected from free market forces. As most

of these arrangements, which are subject to political considerations, will

come under review over the next 3-4 years, it makes it extremely difficult

to predict their outcome on the free market situation. A desire to move away
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from such'a distorted market situation and rising costs in some producing
countries suggest that the level of sugar prices will tend to be higher in
the 1970's than in the 1960's.

D I would conclude from this brief review that the time is opportune
for the Bank to reconsider its present lending policy towards sugar.

10. As a postscript I should add that prices in the free market for raw
sugar have increased in the last month to their highest level in seven years
following rumers of shortages in the USSR and Eastern Europe and in antici-
pation of a poor crop in Cuba, coupled with speculation on the outcome of
the international monetary settlement. As a result of the rise of the
"yorld price" (free market) the Executive Committee of the ISO decided on
December 21, 1971 to suspend all sugar export quotas to the free market
effective January 1, 1972, in an effort to curb further advancement of the
price level. The Committee stated that in its opinion sufficient supplies
were available to meet import requirements in 1972 and that the price in-
creases were of a "speculative and transient character". The action of the
ISO should contribute to the easing of the situation because it allows
countries with large stocks of sugar to sell above their basic export quota.
Should the world price be at or below 5.25 cents per pound for five days in
a period of 17 consecutive market days, the quotas will be re-established
and the Executive Committee will meet to decide the level at which they
should be re-set. It is too early to assess the effect on the market of
the ISO action which came just before the holiday period but there are

signs (see prices on the New York futures market of December 27, 1971)

that the situation is cooling off.

cc: Messrs. Chenery, Evans, Fuchs, Henderson, Haq
Mr. von Hoffmann (IFC)
Chief Economists

OTWPrice/hl
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The study should provida the followinz assesments:

(a) Position and p}:‘o;ﬂmct' of the bouxite-alumina producers
Jomalea, Guyana end Surdpam in canparison to that of majoy
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1iiroly ccmpetition taroush bauxite substitutes; existing and
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capacities (S Ill’",l:}) and tr:s feasibility of alusinum production
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costa.

(c) Deturns on tobal investmont.

Study on the Dauxite Trdustries of Jowaica , Guyana and Surinas
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INTERNATIONAL DEVELOPWMENT INTERNAT{ONAL BANK FOR I INTERNATIONAL FINANCE
ASSOCIATION RECONMSTRUCTION AND DEVELOPMENT CORPORATION

FICE MEMORANDUM

.
'A'

Covntry Tconomi
Chief Economisth
Shamsher Singh

DATE: December 9, 1971

Y
o
L

i
/

Coffee- Production Projections

Ls In Decewber 1970, we asked for the views of the Area Economists
on coffes supply prospects for their respective countries. The exercise
was connected with a review of the svpply-demand p001+1on and price pro-
jections. To assist the area econonists a table on coffee production
projections using couniry reports and, in most cases, hypothetical growth
rates to signify possible trend value of production was circulated.

n

. The revisicns sUﬂle“a were incorporated in the encleosed tzble
as indicated by an asteris Vhere no aslerisk is shown means that the
area economist did not oifer any views.

3. Ve shall be grateful if you reexamine the revised table, make
the necessary changes and return it to me by December 15, 1971. A review
of price forecasts is now under preparation end we like it to reflect your
views on supply vrospects.

I (:1 } l Clkmwaa‘,,«m <,

——

Enclosure f} CJijé» Ir}y v gwlgﬁ
4

cc: Messrs. Henderson, Stevenson, Price ¥
Miss Dow » M7 0 Jouh o K,
3 ' ¢ //}WO/@(/A J 0 .

st of Coug}glg for each Departmoent-

_;Hterﬂ Africa Departiments bthlopia, Kenya, Tanzania, Uganda, Burundi,
Congo (X}, Malagasy Republic, Rwanda

Western Africa Department: Ivory Coast, Togo, Sierra leone, Cameroon,
Central African Republic, CGuinea

Ezst Asia and Pacific Depertuent: Thilippines, Indonesis

52&?“ Asisa Pcng;tdcnt Tndid
Europe, Middle Bast and North Africa Department: Portugal and Depandencies
L~ -
Central Arzrica and Ceribbean quaziv»nL' Dominican uepub¢lc, Haiti,
Mexico, Cosia Rlcq‘ B baandor Guatemala, Honduras, Nicaragua, Venezuela
3 3 3

South America Departuent: Colombla, Peru, Ecuador, Brazil

SSingh:tic]



WORLD HARVESTED PRODUCTION OF COFFEE

(thousand 60 kilogram bags)

Continent and Country Actual Projected Rates of Growth
Average 1967/68-1969/70
1967/68-  1967/68  1969/70 1970/71 1971/72Y  1972/73 1973/7L 1974/75 1975/76  Average to
1969/70 1975/76
North America
Costa Rica 1,337 1,350 1,L00 1,250 1,330 1,550 1,600 1,700 1,770 k.
Cuba L83 L50 500 550 550 L70 L70 L70 L70 -0.L
Dominican Republic 605 635 640 675 625 580% 595% 600% 600 =0:1
El Salvador 2,267 2,L00 2,500 2,000 2,350 2,550 2,650 2,750 2,860 3.k
Guatemala 1,780 1,850 1,750 1,840 2,000 2,150 2,200 2,300 2,400 b.3
Haiti 482 500 165 180 L50 L10 100 390 380 -3.h
Honduras L33 L8o 550 570 600 LS50 L60 L70 180 -0.4
Mexico 2,942 2,900 3,075 3,000 3,300 3,150 3,200 3,300 3,400 2.4
Nicaragua 552 550 565 580 580 600 615 630 6L5 2.2
Others 502 552 L76 L97 519 L50 L50 150 L50 -1.6
Total North America 11,LL3 1,667 11,921  11,LLk2 12,304 12,360 12,6L0 13,060 13,55 2.3
South America
Brazil 19,500 23,000 19,000 9,750 23,600 25,300% 26,500% 29,500% 31,500* 7.1
Colonbia 8,117 8,000 8,l50 7,500 7,800 8,600%  8,800% 9,000% 9,200 1.8
Ecuador 9L5 1,175 660 1,200 1,200 1,200 1,250 1,300.  1,3L0 5.1
Peru 893 880 9Lo 990 1,030 1,090% 1,090% 1,09%0% 1,090 2.9
Venezuela 837 750 900 900 920 750 750 750 750 -1.6
Others 235 216 239 161 179 160 170 170 175 -k
Total South America 30,527 3L,021 30,189 20,501  3L,729 37,100 38,560 41,810  LkL,055 5.k
Africa
“Angola 3,267 3,400 3,300 3,300  3,L00 4,000  L,150  L,300  L,L70 k.6
Burundi 277 315 240 350 325 360% 370% 380% 390 5.0
Cameroon 1,133 1,100 1,200 1,150 1,250 1,250* 1,300 1,300% 1,350 2.6
Central African Republic 178 175 200 150 160 210% 230% 250% 270 6.1
Congo (K) 1,033 1,000 1,100 1,200 1,250 1,100 1,150 1,200 1,250 27
Ethiopia 1,932 1,750 2,000 2,100 2,150 2,780% 2,860% 2,950 3,050 6.7
Guinea 183 ~ 170 200 200 200 150 150 150 150 -2.8
Ivory Coast h,167 L,500 L,600 4,000 L, 000 3,690%  3,760%  3,830% 3,900 -1.0
Kenya 817 650 1,000 985 1,000 1,000% 1,060% 1,100% 1,150 5.0
Malagasy Republic 943 1,100 830 950 850 1,050% 1,100% 1,200% 1,250 L.l
Rwanda 178 £ 190 145 235 200 240 250* 260%* 270 6.1
Sierra Leone 88 80 90 125 100 80 80 80 80 -1.kL
Tanzania 822 740 715 900 900 1,050 1,100 1,150 1,200 5.6
Togo 228 175 230 225 225 260 280 300 320 5.0
Uganda 3,128 2,700 3,350 3,000 3,050 3,300  3,L00 3,500 3,600 2.0
Others 399 399 399 Lo9 399 Lko L50 Lé0 L70 2.k
Total Africa 18,773 18,bkh 19,659 19,279  19,L59 20,960 21,690 22,410 23,170 3.4
Asia and Oceania
India 1,167 1,050 1,150 1,800 1,325 1,300 1,300  1,L00* 1,L400% 2.6
Indonesia 2,117 2,150 2,200 2,350 2,250 2,300 2,400 2,450 2,520 2.5
Pnilippines 750 700 815 840 8L0 660 6L0 620 600 -3.1
Others 661 580 701 768 778 1,050 1,050 1,250 1,380 11,3
Total Asia and Oceania L,695 ki, 480 L,866 5,758 5,193 5,310 5,390 5,720 5,900 3.3
World 65,138 68,612 66,635 56,980 71,685 75,730 178,550 83,000 86,580 L.l

1/ Second estimate USDA,

Projections:

revision by Area Departments.

Source:

1967/68 to 1971/72 - U.S. Department of Agriculture.

based on hypothetical growth rates from the base period 1967/68-1969/70.

These growth rates are subject to
In asterisk denotes projections as revised by Area Departments in December 1970.
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OFFICE. MEMORANDUM, 3 ¢ s “Cometctic”

TE: December 8, 1971

TO: Mr, 0. T. W. Price ,

\
b
{ ad

(2 4%

FROM: Raffaello Marsili

i
Vid
L R

SUBJECT: Back-to-office report on Seventh Session of the International Sugar
Council, london, November 17-19, 1971

E 1 The Severnth Session of the International Sugar Council was

held in Iondon, November 17-19, under the chairmansivip of Mr. A, G.
Sauzier (Mauritius). The main items in the agenda included: review

of the market situation in 1971; first estimate of the supply/demand
position for 1972 and determination of initial export quotas for 1972;
review of the operation of the Agreement and consideration of appropriate
action; request by the Dominican Republic for an increase of quota entitle-
ments for 1971; withdrawal by Thailand from the Agreement; progress repord
by the Consumption Committee; election of Chairmen and Vice-Chairman of
the Council and the members of the Executive Committee; and setting the
date for the next Council session.

Review of the markebt sitvetion in 1971

o

’ The review presented by the Chairman of the Fxecutive Committee
indicated that the considerable strerngthening of the market which started
in late 1970 contimued in 1971 and for the first time since the Agree-
ment came into force (January 1, 1969) quotss were raised to more then
95 percent of Basic Export Tonnages 1/ (BET). The sequence of the Fxecu-
tive Cormittee action on the BET!s during the year was as follows:

Date Quotas as % of BET's  Sugar Price (US ¢/1b.)
Novenber 18, 1970 ; 95 3.98
December 30, 1970 100 h.23
February b, 1971 110 .87
May 19, 1971 105 b3
October 1, 1971 1.00 3.97
3. As a result of shortfalls which were not fully redistributed

and allocations from the "Hardship Pund", the quotas deviated from these

shown in the above table; thus the quotas in effect on October 17, 1971,

the last date of action which affected quota levels, amounted to 9h.5

psrcent of BET's (6,805,000 tons) as compared to 85 percent of BET's a year

earlier. Alloczations from the Hardship Fund totalling 92,000 metric tons
ere made to the Dominicen Republic, Fiji and British Honduras.

2

asic Export Tonnages" refers to shares in the free marked,

1/ The term "Bs
in metric tons.

expressed
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First estimate of demand/supply in 1972; determination of export guotas
and entitlements

k. The report prepared by the Statistics Committee estimated

the free market import requirements for 1972 at 9,313,000 tons 1/. The
corresponding supply estimale, covering anticipated free market exports
by non-members (2,150,000 tons), entitlements other than quota of

members (1,485,000 tons) 2/ and export quotas at 105 percent of Basic
Export Tonnages (7,711,000 tons) as recormmended by the Executive Committee,
amounted to 11,349,000 tors leaving an apparent surplus of 2,036,000 tons.
The Committee recognized that there will be shortfalls in 1972 which would
reduce the apparent surplus but could not at this time provide reliable
estimate of their magnitude. The Council adopted the recormendation to
set initial quotes for 1972 at 105 percent of BET's. The limitation of
free market exports by the USSR to an anmual maximum between 1,100,000
and 1,250,000 tons, agreed for the years 1969-1971 (Article 39) was
maintained for the remaining years. The maximum level for 1972 was set

at 1,175,000 tons.

Review of the operations of the Agreement

L Article 70(2) provides for such a review before the end of the
third year (1971). Discussions were bazsed on a report prepared by a
working group appointed by the Council. There was general consensus on
the side of both exporting and importing members that the Agreement had
worked satisfactorily. Concerning revision of basic export tonnages,
several exporting countries expressed the opinion that some of the basic
quotas were now out of line with current conditions and should be
modified. Others, though concurring with what had been said, made the
point that re-negotiation of quotas at this stage might jeopardize the
Agreecment and suggested postponement to the time at which the Agreement
as a whole would have to be re-negotiated, i.e.,during the year 1973.
This point of view prevailed and the suggestion to postpone any revisions
was adopted.

Request_by the Dominican Republic for an jncrease of guota entitlement
for 1971

b The delegate for the Dominican Republic stated that sugar
production in his counbry had reached approximately one million tons
in 1971. The basic export quota established at the negotiating confer-
ence in 1968 was based on production in the mid-sixbties when unstable

1/ This compares with the initial estimate for 1971 of 8,86L,000 tons
and for 1970 of 8,600,000 tons. '

2/ Export entitlement of USSR under Article 39(2) of 1,175,000 tons,
re-exports of Cuban sugar by Fast European countries of 250,000 tons
under Article 36(3), and Philippines entitlement of 60,000 tons when
export quotas are zbove 100 percent of BET's.
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political conditions and vnfavorable weather had reduced output to an
abnormally low level. In the last two years production recovered the
level of the early 1960's and increasing stocks had put an intolerable
burden on the country's sugar industry. Since it had been decided to
leave basic export tonnages for the next two years of the Agreement
unchanged, the Dominican Republic asked for permission to exceed its
quota in effect for 1971 by some 95,000 tons in order to reduce
domestic stock to the level at the end of 1970. The Council recognized
the seriousness of the situation but, in view of general merket condi-
tions felt unable to agree to an increase beyond 60,000 tons.

Withdrawal by Thailand from the Agreement

7. Thailand had repeatedly made the point that its quota (36,000
tons), established on the basis of exports in earlier years, was far
below current and expected future exportsble supplies. The temporary
relief granted in March 1971 of 35,000 tons and 10,000 tons from the
Hardship Fand could not solve the problem. Hence, effective October 28,
1971 Thailand has withdrawn from the Agreement.

Report by the Consumption Committee

8. The Cormittesz presented to the Council a proposal on a special
pilot study to be undertaken by the Sugar Organization in cooperation
with FAO and the Economic Commission for Africa (ECA) on factors affecting
the level of sugar consumption in four developing countries of Africa

and the Middle East. During the discussion, the observer for the OCAM 1/
reported that at its October meeting OCAM had decided on a similar study
and expressed the wish to collaborate with the joint ISO-FAO-ECA study.
The Council decided to pass the study proposal to its Executive Committce
for consideration and for later action by the Council but in the meantime
preparatory work could start on the collection of information.

Flection of Chairman and Vice-Chairman for 1972

9. The Agreement provides that the chairmanship of the Council
should rotate between importing and exporting countries. The present
Chairman, Mr. A. G. Sauzier, represents an exporting country (Mauritivs);
the Council elected Mr. S. larson of Sweden as Chairman for 1972.

Mr. R. Icon Torras of Cubz will serve as Vice-Chairman.

1/ Common Organization of (French) African and Malagasy States.
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Provisional date of next meetineg of the Council

10, The next session of the Council was provisionally scheduled
for May 2l to 26, 1972. The Statistics and Fxecutive Committees will
meet in the preceding week.

RMarsili.imb

cc: Mr. Demuth
Messrs. Henderson, Stevenson
Messrs. Avramovic, Biobel, Collier, de Vries, Gilmartin,
Kuezynski” and Thompson
Mr. Rowe



o S A

DUAFT s
JUR1chter/mem
November 2L, 1971

OFFICE MEMORANDUM

To: Mr. Henderson
From: A-H-—Riehben- N1

Subject: World Review of Bauxite-Alumina-Aluminium Markets, To Be Carried
Out By Mr. S. Moment (Consultant)

1. I refer to Mr. A. Huang's memo of October 13, 1971 regarding the
proposed outline of the above-mentioned study. This department feels that

Mr. Moment should address himself primarily to the worldwide aspects of the
markets, rather than the particular position of the bauxite-alumina industries
in Jamaica, Surinam and Guyana. We are reasonably well informed about the
peculiarities of the bauxite-alumina industries in the countries of our area.
Of-particular value to us -- and, we are satisfied, to other area departments.
as well that include bauxite-alumina producing countries -- is a background
study which enables us to assess the bauxite-alumina prospects of our countries

in the worldwide context. Studies on the major producing countries could be

carried ouvt by the staff in economics and area departments, reinforced, if

need be and the possibility exists, by Mr. Moment.

2 The proposed study should update and deepen the Bank study '"Past

and Prospective Trends in the World Aluminum Industry" of May 1968. It

should include the following topics, mentioned already by Mr. Moment in his
letter to Mr. Macone of September 6, 1971 under para. 3(b) and which, according

to his estimate, would require about 31 days:



(a) World demand and outlook for bauxite and alumina, 1970-1985;

(b) Distribution of known bauxite reserves, effects of recent
discoveries, and possibilities for additional discoveries in
certain countries;

(¢) Trends in useable grades of bauxite;

/(d) To be deleted: (Competitive outlook for bauxite substitute:
clay, nephelite, etc.)

(e) Distribution of alumina capacity between bauxite producing
countries and alumina consuming countries;

(f) Distribution of bauxite reserves and alumina capacity between
enterprises;

(g) Marketing practices (types of contracts, tolling and barter
practices) and trade relationships in bauxite and alumina
between enterprises including relationships between western
enterprises and East European countries, and possible relation-
ships with Mainland Chinaj

(h) Price structure and freight costs of bauxite, 1965-1971 and
pending changes with reference to arms length transactions and
other transactions, f.o.b. and ec.if.;

(i) Price structure and freight costs of alumina, 1965-1971 and
pending changes with reference to arms length transactions and
other transactions, f.o.b. and c.i.f.;

(j) Changes in ocean transport costs of bauxite and alumina, ship
and port capacities, and outlook for further changes, 1970-1980 ;

(k) Illustrations of cost trends of producing bauxite, 1965-1970-1980

(i) local costs including taxes and royalties;

(ii) costs of distribution and other costs accruing abroad;



(1) Illustrations of cost trends of producing alumina, 1950-1965,

1970-1980.
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Form No. 58

TO:

FROM:

SUBJECT:

INTERNATIONAL DEVELOPMENT | INTERNATIONAL BANK FOR l INTERNATIONAL FINANCE
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

OFFICE MEMORANDUM

M. Henderson. -f DATE: November 23, 1971
FIETY
Pedro-Pablo Kuczynski \‘ &T\

Mr. Price's proposal for a study of ¥Bank Policgy for
Commodity Lending™

I was interested in the paper which Mr. Price recently
circulated, but I am not entirely sure of its purpose or of what
"commodity lending and nutrition" means. I think that it would be
useful, in case you propose to undertake such a study, to have a
meeting of the Economic Committee to find out what could be expected
from the proposed study.

cc: Area Chief Fconomists
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INTERNATIONAL DEVELOPMENT INTERNATIONAL BANK FOR l INTERNATIONAL FIN
ASSOCIATION RECONSTRUCTION AND DEVELOPMENT CORPORATION

/ OFFICE MEMORANDUM "2,

DATE:

TO: Mr, P. D. Henderson

ra

(:.I L (/@v%@m@-,}t { ;q 2

FROM: 0, T. W, Pricer"ﬂ// 0/
SUBJECT: "Bank Policy for Commodity Lending": a proposed study 4_,———”///

I consider that with some application and analysis a considerable
amount of information which already exists in the Commodities Division
could be put to more effective use in helping management to formlate
decisions on commodity lending. The attached memo indicates the sort of
study I have in mind. I would welcome your views on this proposal. I
am circulating the memo to the Area and Projects Departments also, as I
would find their views and support most helpful. I regard this study as
leading to an internal Bank paper for management and not a Board paper
at this juncture.

cc: Mr. Stevenson, Mr. Lerdau
Mr. Haq
Chief Economists/Economic Advisers, Area and Projects
Departments



Bank Policy for Commodity Lending: a proposed study

Many factors need to be considered in determining the Bank's
lending program. Not least of these in importance is the Bank's position
on commodities. The flow of funds fram external sources to the develop-
ing countries is still small compared with the LDC's export earnings.
Export earninés from primary products still provide the main engine for
growth and development in most of the LDC's.

The Bank does undertake some work on commodities which has a
bearing on its investment policy. This includes its forecasts of supply,
demand and prices for about forty primary commodities. It has also
undertaken other ad hoc studies, including studies in depth of some key
commodities. The development of trading blocs, the mounting danger of
trade discrimination, declining commodity prices, and even the possi-
bility of taking a more positive approach in fostering new trading
patterns between the LDC's all indicate that the Bank should expand its
study of trade in primary commodities. This should enable the Bank to
derive a more positive investment strategy towards commodities. The
study should contribute to the number and type of criteria which manage-
ment could use in determining its lending strategy towards individual
and groups of developing countries.

It would be premature at this stage to indicate the type of
criteria this study might highlight. It would, however, néed to con-
sider the following: | '

(a) prospective rates of growth for various primary

commodities;



(b)

(c)

(d)

(e)

(£)

(g)

(h)

w5 B

price elasticities of demand for individusl commodi-
ties and the consequent effect of temporary over-
supply on world prices;

comparative advantages and disadvantages of some
major producing countries in their key exports:
(Such an exercise is fraught with difficulties.

It could only be accomplished for a few commodities
and woula be a guestimate. Nevertheless, an attempt
to rank countries on the basis of their costs or
simply to classify them into "high cost" and "low
cost" would be helpful for decision making.);

the vulnerability of the balance of payments of
selected countries which are particularly dependent
on a few commodities: this would help to indicate
which countries are most in need of adjusting the
composition of their exports (or to diversify);
effects of change in composition of exports on
employment ;

effects of changes in income distribution on national
commodity markets;

the feasibility of fostering international trade
between the LDC's and the effect of such action on
their rate of economic development;

commodity loans and nutrition.



- g -

It is considered that such a study could add another dimension
to the consideration of the Bank's lending policies and if it were under-
taken at present, it could anticipate sdme of the problems which lie
ahead.

Such a study should take about 1%s~2 years, depending on the
effort devoted to it. I envisage part of the work being undertaken by
consultants in cooperation with Division staff. I am assuming that we
would liaison and receive help from Projects and Area Departments in the
preparation of this paper, e.g., Agriculture Projects could give con-

siderable assistance in ranking countries cost-wise.

Cormodities and Trade Division

Economics Department
November 19, 1971
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SUBJECT:
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P P /’AL-~m
INTERNATIOMAL DEVELOPMENT | INTERNATIONAL BANK FOR ‘ INTERNATICNAL. FINANCE i
ASSQCHIATION ! ECONSTRUCTION AND DEVELOPMENT CORPORATION

OHCE MEMORAINDUM
Tiles : DATE: Ihwenber 3, 1971
R, Marsili

U.8. §

wents_of 1971

L The U.S. Congress has recently ?pproved and the Presicdent
has signed into law on October 1l, 1971 new Amendments to the U.S. Sugar
Azt of 1918, extending its validity for 3 years beginning 1972. These
amendients have ot changzd the philosophy of the sugar program imi-
tiated in 193h. Some modifications, hovever, are extremely important

to foreign countries supplying the U.C, market. These relate to:

a) allocation of basic quct:s, b) the clauses governing the distribo-
tion of deficits and c¢) measures which will be taken against foreign
sugar suppliers who expropriate U.S. property abroad. These modifi-
cations are cescribad more fully below.

Main features of the U.S. Sugsr ict of 1948
2 Sugar imports into the United States as well as 6H1Lut10

(wainlatd and offshore) supplies are regulsted by the U.S. Sugar Act.

Tnitially adopted in 193k, the Lot was renewed in 1948 aud bm ginece
been rcpoabed3y'emsndvu and Ievwsad 1/. Towards the end of each year
the U.S. Secretary of Agricu timates the prospective U.S.
reguirements for the “ollo rg caT“ﬂan year to serve as a basis for
allocation of demestic and foreign quotas. Specific quotas are assigred
to T.S. v?jnlﬂﬁd and offshore producers (Fawoii, Virgin Islands and

Puerto Rico), the l* ilippines, Bshanmas and Jreland; the remaining

balance of requirements is aTiocatcd to other folpavn suppliers. Up
to 1960 over 95 percent of this balance was supplied by Cuba butb
followingz Duwerhi\n of imports frow thatv bovrcb, import guotas wire
reallocated as a tempovary measure to other foreign suppliers.

ged in 1971

i. Domesbic bazic cuotes
£
3s The r'*ﬁ significand ch%nge achieved by the 1971 Inendments
has bsen to raise the cuotss zseignsd to the U.S. maianland cine produsoers
by 300,000 “ﬂﬁil tons 2/, W Whilst the Fuerto Mean wat haes hzen reduced

Ly ?Sﬁ N0 srort tong and that of the Virgin IS]?nu P 15,000 short tons
has been abclished. These chenges have not altercd the if.al amourt of

Py Qm"c 93:8 the Qnrw Act has been amended in 1951, 1556, 1960, 1961,
iice ), 196E and 3011 the awcndment being 'm lerged 4k bhis

n"F‘ parandi.

2/ finy tornage fignre appearing in this meworandum refars to an hypo Hatw
jcal U.5. total yearly raw sugar requirements of .1',1.;,({‘.) 1,000 ghard tons.
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the basic domestic quotas of 6,910,000 short tons, the increase in the
mainland cane producers' quota being offset by the decline in the Fuerto
Rican quota and the abolition of the quota for the Virgin Islands. In
recent years both Puerto Rico and the Virgin Islands have been unable

to fill their quotas and their deficits - which have been increasing

and reached 975,000 short tons in 1971 l/~ have been distributed between
the Philippines and other foreign suppliers in the Western Hemisphere.
The shift of the 300,000 short tons from Puerto Rico and the Virgin
Islands to the mainland cane producers has therefore the effect of
reducing the finzl quota entitlement of the Philippines and the Western
Hemisphere suppliers by a similar amount of 300,000 short tons. In
addition to this, beginning 1973 the mainland beet area will be allocated
an extra quota of 100,000 short tons with the discretionary authority
given to the Secretary of Agriculture to increase it to 125,000 short
tons. This will further reduce the total amount of the foreign quotas
by 100-125,000 short tons from 1973 onwards.

ii. Toreign basic quotas

k. No change occurred in the specific basic quota allocations
of the Philippines and Ireland. The Bahamas Islands, who also had a
specific basic quota in the 1965 Amendments, has now been given a quota
on a percentage basis.

Be The total amount of basic quotas for other foreign countries

-

is calculated by subtracting from the total U.S. consumption requirements

the domestic basic quotas and the specific quotas (Pailippines and Ireland).

The remainder is prorated among foreign countries in accordance with the
percentages established in the Act. In the 1965 Amendments to the Act,
50 percent of the foreign basic quota was allocated to Cuba and the
other 50 percent was allocated to other foreign suppliers. In the 1971 |
Amendments the Cuban allocation has been reduced to 23.7kL percent, and
the foreign suppliers total basic allocation has been increased to
76.26 percent of the total foreign basic quota. This is, however, only
an accounting change since the Cuban quota (as well as the Southern
Rhodesian quota) is still suspended and it is prorated as a temporary
quota between the same foreign suppliers. Only in the event of the
resumption of diplomatic relations with Cuba in the next three years
will the reduction of the Cuban reserve have practical significance.

B More relevant to the size of the total quota entitlements are
the changes which have been made in the individual foreign couniries
percentage share of the foreign basic quotas. These changes become
evident only after the various components, the share of basic quota,
and the shares of the Cuban and Southern Rhodesian reserves are added

1/ Puerts Bi
tons: U3

an and Virgin Islands combined defiecit in thousand short
3 )s
and 975 (

(19)‘66), h30 (1967), 640 (1968), 78l (1969), 795 (197G)
Hili) e

G
o
(0]
19
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together. Table 1 adds these components and gives a comparison of the
foreign suppliers' percentage shares of the total foreign basic quotas
(columns L and 9) in the old (1965 Amendments) and new (1971 Amendments)
Sugar Act. Between the large suppliers Brazil, Mexico and especially Peru
had their share redvced and the Dominican Republic had its share increased
substantially. British Honduras, Mauritius, Panama, Swaziland and Vene-
zuela had also large increases relative to their former shares. Paraguay,
Uganda and, from 1973, Malawi were granted a share for the first time.

The quota previously granted to the French West Indies has been eliminated
on the ground that those islands are, as a French overseas department,

an integral part of the European Economic Community.

b. Distribution of Deficits (Sec. 20l)

T Under the provisions in the 1965 Amendment to the Act any
deficit in quotas, whether in domestic or foreign areas, were reallo-
cated entirely to foreign sources of supply. Deficits in domestic areas
and in the Western Hemisphere were assigned to the Philippines (L7.22
percent) and Western Hemisphere countries (52.78 percent); the latter
would also supply any shortfall cccurring in the Fhilippines. The
President could, however, override these rules, and if in the national

. interest, allocate any deficit or part of it' to countries holding quotas,
as he found appropriate.

8. Under the 1971 Amendment to the Act the procedure of allocating
the deficits was maintained intact, but the percentage share of the
Philippines was reduced to 30.08 percent and that of other foreign
suppliers increased accordingly to 69.92 percent. This action was taken
considering the fact thalt in recent years the Philippines were unable

to supply their entire share of the deficit allocation 1/ and their
entitlement was redistributed between other foreign countries in the
Western Hemisphere. A country-by-country comparison of the percentage
shares of the deficits in the two Amendments is shown in Table 1, cclumns
S and 10. The percentages indicated in this table (columns 9 and 10) will
also enable the reader to derive, if so desired, individual country quotas
for 1973 and 197k, after some assunptions are made for the level of total
requirements and size of deficits.

¢c. Expreopriation (Szc. L08)

Ge Under the 1965 Amendments the President had the mandatory pover
of suspending the quota, or part of it, of any country supplying raw
sugar to the United States that had expropriated or nationalized the
property or business enterprise owned by U.S. citizens sbroad without
payment of an adequate compensation.

e £ 5 8 A £ -

1/ Out of 2 defizits share of L7.22 percent the Philippines supplied
17.Lk percent in 1966, nothing in 1967, 1968 and 1969, and 22.0
percant in 1970.
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T6.s The 1971 Amendments to the Act made this action discrebtionary
with the President and gave authority to him either in addition or as
an alternative to cubting the quota, to levy a special tax of up to $20
per short ton on all or portion of the sugar quota of the offending
country, the proceeds of which would be used to reimburse persons whose
property was expropriated without adequate compensation. This action
can be applied by the President to expropriations which occurred since
January 1961.

Fxample of Practical Effect of the Changes in the Sugar Act - Sugar
Reguirements for 1972

11. The U.S. Department of Agriculture announced on October 19,
1971 its propesal for the 1972 quotas estimating that the raw sugar
requirements of the United States for next year will amount to 11.2
million short tons and that Puerto Rico will be able to supply only
305,000 short tons from a quota under the 1971 Amendments to the Act
of 855,000 short tons.

12 Table 2 illustrates the practical effect which the change in
the sugar legislation had on the individual domestic areas and foreign
~countries quotas. In addition to the individual country differences
shown in the table and described earlier, it is worth nolting that the
percentage of total U.S. requirements supplied by the domesbtic area
has risen from 5);1.55 percent to 57.23 percent as a result of the shift
of 300,000 short tons from Puerto Rico and the Virgin Islands to the
domestic cane producers. This percentage might increase te 58.3L
percent beginning 1973 when additional quota could be allocated to

the U.S. domestic beet producers.

13. Table 3 shows what the actual sugar imports were from 1966 to
1970 and the guota entitlements of each domestic areas and foreign country
in the U.S. market for 1970-72. This illustrates that the Philippines
faces the prospects for the first time of having to reduce their exports
to the United States.

Attachments (3)
RMarsili:mb
- ce: Messrs. P. D. Henderson, A. Stevenson, 0. T. W. Price

J. H. Collier, B. A. de Vries, W. M. Gilmartin, M. G. Blobel,
C. H. Thowpsen, P. P. Kuczynskiy D. Avramovic, S. Takahashi



Table 1:

U.S. SUGAR ACT OF 1948 -~ COMPARISON OF PERCENTAGE SHARES OF THE TOTAL FOREIGN

QUOTA (SEC. 202) AND OF PERCENTAGE SHA#ES OF DEFICITS/L RFALLOCATIONS (SEC. 20l,)

ASSIGNED TO FOREIGN COUNTRIES UNDER THE 1965 AND 1971 AMENDMENTS TO THE ACT

(Percentages)

1965 AMENDMENTS (OLD) 1971 MIENDMENTS/_’Z (NEW)
Sec. 202 notas Sec. 202 Quotas
Share of Share of Share of (L) Share of Share of Share of Share of (9) Share of
Countries Basic Cuban Rhodesian Total Deficits/l Basic Cuban  Rhodesian Total Deficits/2
Quota reserve Tresarve - (Sec. _20’47 Quota reserve reserve (Sec. 20l;)
(1) (2) (3) (A243)  (5) (6) (7) 8 (6+7+3) _ (10)
Puilippines - - - - {3 L7.22 - - - -43 30.08
Argentina .93 1.00 <01 1.94 1.21 1.53 L8 .01 2.02 1.75
Australia 3.60 2.87 - 6.47 - g.0p 1.56 - 6.58 -
Bahamas - - - - - Sk T = «71 .62
Bolivia .09 .10 5 19 a2 .13 .0l . 07 1
Brazil 7.56 8.13 .04 15.73 9.65 11.04 3.LL .09 1k.57 12.60
Br. Honduras «22 28 @ o] 29 ‘ .21 .01 .90 .78
Br. West Indies 3.02 2.1 .02 5.5 3.93 L.z 1.28 .03 5.L3 L.70
China, Republic 1.50 1.20, - 2.70 - 2.09 .65 - 2.7h -
Colombia .80 85 .01 1467 1.0L 1.36 A2 .01 1.79 1.55
Costa Rica .89 .96 .01 1.86 1.16 1.38 L3 .01 1.82 1.57
Dominican Republic 7.56 8.13 .0L 15.73 9.85 12.80 3.99 .10 16.69 1L.61
Ecuador 1.10 1.18 .01 2.29 1.h3 1.63 +51 .01 2.15 1.86
E1 Salvador .55 .59 - 1.2l i .86 27 .01 1.1h .98
Fiji Islands 9 .63 - 1.42 - 1.10 .3k 1.khL -
French W. Indies .95 .76 01 1.72 1.2 - - - -
CGuatemala .75 .81 . 1.56 .98 1.18 37 .01 1.56 1.35
Haiti 12 ks ‘ .87 55 .62 19 Mon .82 <72
Honduras .03 Jdo ¥ +19 12 2L .08 ” .32 27
India 1.hL 1.15 - 2.59 - 2.01 .63 - 2.6
Ireland - - - /3. - - - - -/3 -
Malagasy Republic 217 Jdh - <31 - .30 .05 - .39
Malawi - - - - - a1y A2 - L9 -
Mauritius +33 .26 - .59 - 7L #23 - 97 -
Mexdco 7.73 8.32 .0bL 16.09 10.07 2122 3.52 .09 1L.93 12.92
Nicaragua .89 .96 .01 1.86 1.16 1.29 Lo JOL 1.70 1ali7
Panama .56 .60 ” 1:16 73 1.29 /5 .k .01 1.70 1.h7
Paraguay - - - - .13 0L 3 37 .15
Peru 6.03 6.L9 .03 12.55 7.85 7.90 2.L6 .06 10.12 9.01
South Africa 1.06 .85 - 191 - 1.2 Ll - 1.86 -
Swaziland 13 20 - 23 - i 22 - .97 -
Thailand .33 .26 - .59 - A6 b - .60 -
Uganda - - - - - <37 22 - L9 -
Venezucla .38 B " .79 19 1.23 .38 .01 1.62 1.40
Total L9.87 19.90 23 100.00  100.00 75.89 23.63 L8 100.00  100.00

Less than .00S.

REDORP:

Specific quota allocated
Share effective in 1973;

Share effective in 1973;

(see text).

Shares as shown in the source effective for 1973 ard 197L.

no quota was allocated for 1972.

Deficits in U.S. domestic areas and in Westerm Hemisphere countries.

.
for 1972 Fznama's share will be .85 percent.

Scurce: 1965 Amendments - U.S. Senate, Committee on Finance, Sugar Act Amendments of 1971, Statistical Information,
June 23, 1971.
1971 Amendments - U.S. Senate, Committee on Finance, Sugar Act Amendments of 1971, Conference Report No. 92-1381,

September 28, 1971.

ISED Economics Departwment.




Table 2: U.S. SUGAR REQUIREMENTS FOR 1972 ( PROPOSED) _COMPARISON OF 1INDIVIDUAL DOMESTIC
AREAS AMD FOREIGN COUNTHRIES QUOTA ENTITLEMENTS UNDER THE 1965 AMENDMENIS (OLD)
AND 1971 AMENDMENTS (NEW) AND DIFFERENCE IN FINAL QUOTA ENTITLEMENTS
RESULTING FROM THE INTRODUCTION OF THE 1971 AMENDMENTS TO THE ACT

(Thousand short tons, raw value)

Quota Entitlements for Calendar Year 1972

1565 AMENDMENTS (OLD) 1971 AMENDMENTS (NEW) Biffensnza A
(1) (2) (3) (L) (%) (6) (7) (8) final quota
Basic Sectien Deficits & Final Basic Section Deficits & Final entitlements
202(d) deficits  (1+2+3) 202(d) deficits  (5%6+7) (9) (10)
proration proration proration proration Tonnage Percentage
A L2 A L N TVY)
I. Domestic
Mainland beet 3,406.3 - - ,006.2 | 3,L06.0 - - 3,L06.0 -0.3
Mainland cane 1,238.7 - - 1,238.7 | 2,539.0 - - 1,539.0 | *300.3 +2).2
Hawaii 1,160.0 - - 1,160.0 | 1,160.0 - - 1,160.0 - -
Puerto Rico 1,1i0.0 - -835.0 305.0 855.0 - -550.0/2  305.0 - -
Virgin Islands 15.0 - -15.0 - - - - - - -
Total domestic 6,960.0 - -850.0 6,110.0 | 6,960.0 - -550.0 6,410.0 |*300.0 4.9
1I. Foreign
Pnilippines 1,126.0 - nor.h  1,527.L | 1,126.0 - 165.5  1,291.5 |-235.9 -15.5
Argentina 26.8 3.3 10.3 70.L L8.0 15.9 9.7 73.6 +3.2 4.9
Australia 111.6 88.9 - 200.5 157.3 k2.8 - 200.1 -0.k 0.2
Bahamas 10.0 - - 10.0 16.9 5.6 3.4 25.9 +15.9 +159.0
Bolivia 2.8 3.4 1.0 6.9 L. 1.l 0.8 6.3 -0.6 8.7
Brazil 23L.3 253.1 83.7 S71.1 316.0 5.1 69.8 520.9 -L0.2 6.3
British Honduras 6.8 5.6 2.5 1h.9 2143 741 k.3 32.7 +17.8 +119.5
British W. Indies 93.6 75.3 33.h 202.3 129.1 k2.9 26.1 198.1 -bL.2 -2.1
China, Republic L6.5 372 - 83.7 65.5 17.8 - 83.3 -0.h -0.5
Colombia 2.8 26.9 8.8 60.5 L2.6 14.2 8.6 65.h +4.9 +8.1
Costa Rica 27.6 30.1 9.9 67.6 L3.3 1L Bs7 66.4 -1.2 -1.8
Dominican Republic 23L.3 253.2 83.7 571.2 L01.2 133.h 80.9 515.5 1.3 +7.6
Ecuador 3h.1 36.9 12.2 83.2 51.1 37..0 10.3 78.L -L.8 -5.8
El Salvador 17.0 18.3 6.0 11.3 27.0 8.9 5. h1.3 - -
Fiji Islands 2.5 19.5 - LhL.0 3kL.5 9.k - 3.9 -0.1 ~-0.2
French W. Indies 29.1 23.9 10.5 63.8 - - - - -63.8 -100.0
Guatemala 23.2 25.1 8.3 56.6 36.9 12:3 7.5 56.7 40.1 40.2
Haiti 13.0 13.9 L.7 31.6 19.h 6.5 3.9 29.8 -1.8 -5.7
Honduras 2.8 33 1.0 6.9 1.5 2.5 1.5 11.5 +,.6 +66.7
India .6 35.6 - 80.2 63.0 1752 - 80.1 -0.1 -0.1
Ireland S.h - - sl .l - - s.h - -
Malagasy Republic 5.3 L.3 - 9.6 9. 2.6 - 32.0 2.0 +25.0
Halawl - - - - - - - - - -{3
Hauritius 10.2 B.1 - 18.3 23.2 6.3 - 29. 3 .2 +61.2
Mexico 239.5 259.0 85.6 s8l.1 35L4.8 118.0 71.5 shl.3 -39.8 -6.8
Nicaragna 27.6 30.1 9.9 67.6 Lo.L 13.4 8.2 62.0 -5.6 -8.3
Panama 17.h 18.6 6.2 L2.2 26.6 8.9 S.h Lo.9/k| -1.3/L -3.1/L
Paraguay - - - - Iy 1.h 0.6 6.3 %63
Peru 186.8 202.0 66.7 k55.5 2L7.6 82.4 L9.9 379.9 -75.6 -16.6
South Africa 32.8 26.3 - 59.1 Lh.5 P - 6.6 -2.5 =L.2
Swaziland Lh.0 3.1 - T 2342 6.3 - 29.5 4220 +315.5
Thailand 10.2 8.1 - 1.8.3 .l 3.9 - 18.3 - -
Uganda - - - - 116 3.2 - 14.8 +11.8
Venezuela 11.8 12.7 L.2 28.7 38.5 12.8 7.8 59.1 +30.1 4105.9
Total Foreign 2,686.7 1,553.3 850.0 5,090.0 | 3,k84.L  755.6 550.0  L,790.0 [-300.0 -5.9
e
ITI. Total Reauirements  9,6L6.7  1,553.3 - 11,200.0 [10,LLhL.} 755.6 - 11,200.0 - -

/1 Frorations of the quotas temporary withheld from Cuba and Southern Rhodesla.
[_’2_ Deficit 4in the Puerto Rican quota forecasted for 1972 by the U.S. Secretary of Agriculture.

[3_ No quota allocated for 19723 teginning 1973 Malawi will be 2llocated a quota of 15,000 short tons, on the basis of
1972 total U.S5. requirem:nha.

Beginning 1973 Panzma's quota +ill be increased to 62,947 short tons on the basis of 1972 total U.S. requirements.
Sourcst 1965 Amendments quotas - Calculated in the IBRD Ecoromics Department.

1971 Amendments quotas - U.S. Departuent of Agriculture, News, Sugar Requircments for 1972 Proposed, October 19,
3971 (USDA 3L55-71). a6



Table 3: U.S. SUGAR ACT - FINAL ADJUSTED QUOTAS /1 (AGTUAL DELIVERIES) 1966 TG 1970
AND QUOTA ENTITLEMENTS /2 1970 TO 1972 (PROPOSED) BY
SUPPLYING DOMESTIC ARFAS AND FOREIGN COUNTRIES

(Thousand short tons, raw value)

Final Adjusted Quotas /1 Quota Entitlements /2
1965 1967 1568 1569 1570 1970 /3 1971 /I, 1972
(Proposed )
I. Domestic

Mainland, beet 3,028 3,216 3,138 3,216 3,597 3,597 3,106 3,L06
Mainland, cane 1,100 1,169 1,204 1,169 1,308 1,308 1,239 1,539
Hayaii 1,200 1,253 1,192 1,191 1,15 1,1Ls 1,110 1,160
Puerto Rico 733 725 515 371 360 360 180 305

Virgin Islands 6 - - - - - - -
Total domesilc 6,0l:2 6,363 6,026 5,947 6,110 6,110 5,935 6,110

II. Foreien

Padlippines 1,203 1,126 1,126 1,126 1,301 1,501 1,589 1,292
Argentina 59 €3 76 79 79 73 72 7k
Australia 188 191 203 193 206 206 20l 200
Bahamas - - - 10 10 10 10 26
Bolivia S 6 7 8 8 T T 6
Brazil L78 513 620 6L0 638 s9l 58l 531
British Honduras 13 13 16 17 16 15 15 33
British West Indies 177 18l 218 227 217 205 202 198
China, Republic 78 79 85 80 86 86 85 83
Colombia Sl sl 66 68 68 63 62 65
Costa Rica 72 60 73 75 75 70 69 66
Dominican Republic 603 618 707 693 678 9k 63L 615
Ecuador €9 75 90 93 93 87 (53 78
El Salvador Lk 37 ks b7 L6 L3 L2 I
Fiji Islands 1 L2 L5 L2 LS L5 ks Ll

French West Indies 56 58 66 12 68 &l €l -
Cuatemala 60 (3] 62 an 63 59 58 s7
Haiti 27 28 28 17 26 33 27 20
Honduras - 6 7 8 g 7 7 12
India 13 76 . 81 7 83 a3 81 8o
Ireland 5 5 S S S 5 S s
Malagasy Republic 9 9 30 9 10 10 10 12

Malawl - - - - - -~ - -
Mauritius 17 17 19 18 19 19 19 30
Mexdco 189 s2h 63L 655 653 607 997 Skl
Nicaragua - 19 53 55 72 75 70 69 62
Panama 13 33 37 Lk 39 Lk L3 I
Paraguay - - - - - - - 6
Peru 361 Los L9s5 300 Lsé L73 LéS 380
South Africa S5 56 60 57 61 61 ) 57
Swaziland 7§ 1 7 1 i 7 7 30
Thailand 17 18 - 18 19 19 19 18
Uganda - - - - - - - 15
Venezuela 2L 26 31 32 32 30 29 59
Total foreign L,333 b,k37 L,97h 1,853 5,190 5,150 5,265 k,790
IIT. Total Fequirements 10,375 10,800 11,000 10,800 11,600 | 11,600 11,200 11,200

Actual quantities of raw sugar supplied to the U.S. market by individual domestic areas and foreign countries
under the provisions of the Sugar Act.

After the proration of the Puerto Rican and Virgin Islands deficits, but before the proration of foreign
countries! deficits, if any, .

This c¢olumn differs from the one for 1970 under Final Adjusted Quotas because it excludes the proration
betwcen foreign countries in the Western Hemisphere of the deficit of the Philippines, Haiti and Panama

who were unable to supply their entire quota entitlerent.

Statug of quotas as of August 315 1971

R P

'Lﬁ\‘ :

Source: U.S. Department of Agriculture, Sugar Reporis (variecus issues).
Table 2. i
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OFFICE MEMORANDUM 25277

g (444,¢A.
TO: Mr. A. J. Macone ; | DATE: Septerber lLL 1971
Ca ) 3 %bb/%ﬁfb,
FROM: Of h Singh %
1amsher Sing . Vsl /

SUBJECT: Back-to-Office Reporﬁ -« Nineteenth Session of the International Coffee
Council, london, August 16 to 30, 1971

L The following are the main issues and decisions that emerged
from the deliberations of the 19th Session of the International Coffee
Council, Iondon, August 16 to 30, 1971.

Quotas and Prices

2 Discussions on the determination of world market requirements
for coffee in 1971/72 were initiated against the background of a staff
paper which had estimated world net JhJOTt demand at 50.9 to 52.5 million
bags. Allowing for imports by non-guota countries and the small quantity
of 5H1pnents by non-member countries to quota markets meant a global quota
requirement of L6.8 to hu 0 million bags. The Brazilians were in favor of
establishing an initial export quote of ué million bags with -dJuutmont
provisions if the compos ‘to price moved outside the agreed range Thus
they wanted a low quota end the abandoning of adjustments based on selec-
tivity, that is, selective adjustmeni of quotas {as opposed to pro rate)
based on the movement of the prices of a particuler type of coffee. The
Central Americans favered an export quota of Ll million bags, a special
allotment of 2 million bags to be given to certain countries facing over-
supply of coffee (chiefly Centrale and Robustas) and a reserve of 5 millicn
bags to be released under the price adjustment mechaniem. The importing
countries as well as Kobusta producers faveored a larger quota and an adjust~
ment mechanisn based on selectivity.

3 After a series of bargeining sessions, the initial quota for
coffee year 1971/72 wag set at L7 million bags, just a million bags above
the original Brazilian proposal. ountry allocations are shown in Tables 1
and 2. In addition, a reserve of 3 million bags was establiched to be re-
leased successively in three traunches of a million bags each if the com~
posite price moved above US¢LS5.00, 46.25 and LT. 50, respectively. These
trigger prices compare with a EBEEE?ITEﬁﬁ?TE?—ﬁHiEH—has been fluctuating
between US¢L3.00 and Lili.00 in recent months. Usual provisions governing
selective adjustment of quotas if the price for a particular group of
coffee rose above or fell below the established range were also adopted.

L. The establishment of price ranges for the four groups of coffee
proved to be a difficult matter to resolve among the Brazilians on one hand
and the Robusta exporters on the other. The Brezilians, of course, favored
abandoning of the selective system, a pOSltLOH supported by other exporters
of Arabicas but strongly opposed by Rebustas. As a partial concession,. the
Brazilians were agreeable to maintaining the se¢rct1ve system provided the
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price ranges for both types of coffees overlapped, meaning that the floor
of Unwashed Arabicas would be lower than the ceiling of Robustas. In the
past there had always been a differential (0.75 to 3 cents) between the
ceiling of Robustes and the floor of Unwashed. The Robusta exporting coun-
tries bitterly opposed the Brazilian proposal because it would have greatly
reduced their chances of selective upward adjustments in their quotas.
Usually Robusta prices have tended to move above the ceiling entitling them
to selective quota increases, while Arabicas have tended to fall below the
floor precipitating quota cuts. The Brazilians refused to give in on the
issue and finally the following overlapping price ranges for the four types
of coffee were adopted:

U.S. cents per 1b.

Floor prices Ceiling prices
Colombian Milds ~ L6.00 50.00
Other Milds © LL.00 L8.00
Unwashed Arabicas 42.00 L6.00
Robustas 38.50 2,50
5 The quota/price decisions seem to have three implications for
our works
(i) At 47 million bags - this is one of the lowest initial H

global quotas fixed in recent years. Therefore, chances
are that prices will not fall below their existing level
and may even strengthen a little for the Arabica types.

(ii) GQuota markets will be shared on a pro rata basis to a
greater degree than in recent years.

(iii) Our existing price forecasts for Arsbicas do not need
to be changed; in fact they fall in the middle of the
ranges fixed for October 1971/September 1972. However,
the price forecast for Robustas may need to be revised
upward by 2 cents to appropristely reflect the narrowing
of the differential between Robustas and Arabicas.

B It is interesting to note that last year the consumers, led by

the United States, were insistent on establishing a very large initial

quota of 52 million bags which caused a sharp fall in prices. However, this
year the consuming countries were rather conciliatoryl/ whereas the divergence
among the blocs of producing countries increased. The Brazilians took the

1/ Coffee prices are rather low and importing countries feel that ample
supplies of coffee are available.
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attitude of "take it or leave it" with regards to their position, Jjust as

the United States did last year. The cleavage among the producing coun-
tries became more evident when the elections Lo the Council and the Assembly
of the Diversification Fund were held. It was the turn of the Mild Arabicas
group to put forward a nomination for the Council chairmanship. Next year's
chairmanship is important because the renegotiztion of the Coffee Agreement
due to expire in 1973 begins in spring 1972. The nomination of Ambassador
Manuel Escalante of Costa Rica was advanced by the Central Americans (except
Honduras and Guatemala) and supported by Mexico, most Scuth Americans and
Africans (except Portugali ), whereas the candidature of Mr. Rene Montes of
Guatemala was advanced by Honduras and strongly supported by Brazil and
Colombia. It was interesting to see that more countries were in favor of
Escalante but there were more votesg/ for Mr. Montes. Since a compromise
could not be reached, Mr. Montes of Guatemala was elected Chairman. Following
this, the Chairmanship of the Diversification Fund Assembly was offered to
Mr. Escalante but he declined it. I am giving these political details because
they signify the lines of split among the producers with regards to issues
concerning the renewal of the Coffee Agreement. The Central Americans and
Africans would like a revision of the basic quotas which would entitle them
to a larger share of the market, whereas the Brezilians and Colombians would
wish to perpetuate as much as possible the sharing of the market on the basis
of the existing basic quotas.

Distribution of Shortfalls

s Jamaica, Paraguay, and Trinidad and Tobago had declared that they
did not have sufficient coffee available to fully utilize their quotas for
1970/71. The shortfalls, amounting to 76,039 bags, were redistributed among
the menber countries as shown in Table 3.

Waivers

8. Several countries including E1 Salvador, Peru, Tenzania, India,
and Indonesia had asked for waivers which were denied or deferred for the
time being. However, Rwanda was allowed to ship the shortfall from 1970/71
in 1971/72. DNigeria, where civil disturbances had impeded the movement of
coffee in 1969/70 was granted a waiver of 10,400 bags, 5,200 bags to be
shipped in 1970/71 and another 5,200 bags in 1971/72 in addition to the
normal quota for these years.

Basic Quotas

8. Guinea - The basic quota for Guinea was originally set at 180,000

bags. Following a report prepsred by the executive board, the Council decided

1/ Representing Angola, a major Robusta producer.
2/ Brazil and Colombia alone hold nearly one-half of producer votes.
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to reduce Guinea's basic quota by 53,000 bags to 127,000 bags. The decision
was taken in spite of Nigeria's plea that such stern action be deferred be-
cause Guinea was unable to attend the Council's session and defend its posi-
tion against the accusations with regard to adequate supply of coffee.

9 Sierra leone - The Agreement requires that when the annual export

quota of an exporting member reaches 100,000 bags, the Council shall establish

a basic quota for the member concerned. Sierra Leone's annual quota for 1970/71
amounted to 98,400 bags and would have exceeded the limit in 1971/72. Sierra
Leone had accordingly requested that it be allocated a basic quota of 127,000
bags. The Council approved the request. On this basis, Sierra Ieone's effective
initial quota for 1.971/72 amounts to 105,38l bags.

Renegotiation of the Agreement

10. The first meeting of the Council dealing with the renegotiation of
the Agreement has been scheduled for spring 1972. In this connection, Ethiopia
formally proposed that the International Coffee Organization should invite the
views of UNCTAD on the Agreement and the policies that it should follow. The
proposal was termed as "very interesting" by several delegates from the ex-
porting countries and it was decided that it should be taken up by the execu-~
tive board when it meets to consider matters concerning the renegotiation of
the Agreement. I do not know the motives behind the proposal but it may have
been advanced because several countries feel that the Agreement is not working
as an instrument of "aid through trade" which they consider to be a desirable
objective.

Consultations on Jute

i B¢ P9 T held meetings with the Overseas Development Administration (ODA)

of the United Kingdom, the Jute Association, London, the Jute Manufacturers'
Association, Dundee, and the leader of the UNDP Jute Fact Finding Mission with
regard to the current situation and market prospects for jute and allied fibers
and jute goods. Mr. Hayes had written to ODA who were very helpful in arranging
these consultations and I found the British jute trade and industry to be highly
cooperative. I will prepare a separate note on the subject.

Attachments

cc: Messrs. Henderson, Stevenson, Haq
Messrs. Hayes, Lerdau, King
Chief Economists

SSingh:lc)



Table 1
COFFEE YEXY "19721/72
ARKULL EXPORT GUCTAS

¢ (60-kilo hags)

Exporting y Annnal

Hombey (’—%yRJK‘ Expert Quota
EOTAL 47,000,900
Coloubisr Milds 2,103,038
Coloable 5,%523529
Kenya 13,623
Tenzania 550,656
Othor ¥ilds 9,597,572
Burundi 290, 2l
Cesta Rica 912,773
Dominican Republie Zzg.gzg
Ecusdor 2L,
El Selvedor 1,576,609
Guasemale 1,?22,;;3
Hsdtd 06
Henduras 352,662
India }5; ¢ C’?g
Jemaica +C0
Haxico 1,460,438
Hie: Lk 18'
< C«Jr&guﬁ V):)'.:. 2
Fora i 018

b

Rwenda* 1/ 215,662
Venezusle * 376,000
Unvashed Arablcas 18,728,034
Bolivia 65,000
Bragil 47,36k ,272
Ethiopia 1,239,712
Paraguay 70,000
Robustes 11,560,401
gougo (D.R.) 1,022,?33
GﬁiﬁZA 105238&
Indenesia 1,326,051
Liboria 289283
Nigeria 2/ 74
OAMCAF L 565,682
Portugel 2,30;.;03
Siorra Leone 105,384
Trinidad & Tolago 89,700
Ugsnda 1,974,080

*  Provisional ,
1/ Subject to the provisicns of Resolution number 243

2/ Subject to the provisions of Resolution number 24k



Table 2
COFFEE YEAR 1971/72

(60~kilo bags)

QUARTERLY DISTRIPUTION OF THE ANNUAL EXPORT QUOTAS

Exporting October= Januery=- April- ' July~-

Country Deceaber March June Septomber
TOTAL 10,580,485 11,775,304 12,422,103 12,422,108
Colombien Milds 1,562,668 1,775,760 1,882,305 1,882,305
Colombia 1,277,883 1,452,140 1,539,268 1,539,268
Kenye 156,997 178,406 189,110 189,110
Tanzenia 127,788 145,214 153,927 153,92%
Other Mitlds 2,151,953 2,424,698 2,510,462 2,510,464
Burundi 87,128 87,128 58,086 58,086
Costa Rica 200,810 228,193 241,885 .241,885
Dominican Republic 94,928 107,873 114,346 114,346
Ecuador 136,916 155,586 164,922 164,922
El Salvador 346,854 394,153 417,801 417,801
Guatemala 328,598 373,407 395,812 395,812
Haiti §9,452 101,649 107,749 107,749
londuras 71,586 88,166 83,455 93,455
Indie 77,220 " 87,151 93,016 93,016
Jamaica 1,1C0 1,250 1,325 1,325
Mexfco 321,296 365,110 387,016 387,016
Nicaragua 100,405 114,096 120,943 120,943
Panana 7,150 8,125 8,612 8,613
Poru 335,091 153,612 162,722 162,723
Rwanda L 64,699 64,699 43,132 43,132
Venezuela 82,720 94,000 99,640 89,640
Unwashed Arabicas 4,122,597 4,684,746 4,965,830 4,965,831
Bolivia 14,300 16,250 17,225 17,225
Prazil 3,820,140 4,341,088 4,601,532 4,601,532
Ethiopia 272,737 308,928 328,523 328,524
Paraguay 156,400 17,500 18,550 18,550
Robustas 2,543,287 2,890,100 3,063,506 3,063,508
Congo (D.R.) 237,321 269,683 285, 864 285,864
Ghana 14,586 16,5875 17,569 17,570
Guinea 23,184 26,346 27,927 27,927
Indonosia 247,727 281,508 298,398 298,388
Liberia 17,160 192,500 20,670 20,670
igeria X 14,872 16,960 17,914 17,914
OANCATF 1,004,450 1,141,420 1,209,906 1,208,906
Portugal 506,771 575,877 610,430 610,430
Sierrs Leone 23,184 26,346 27,927 27,927
Trinidad & Tobago 19,734 22,425 23,770 23,771
Uganda 434,298 493,520 523,131 523,131

1/ See footnotes to Table 1.
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Table 3
¥ DISTRIBUTION OF SHORTFALLS IN COFFEE YEAR 1970/71
(60-kilo bags)

Exporting lembers Bags
TOTAL 26,03
Colombian Milds ' 11,7208
Colombia . . 9,247
Kenya 141306
Tanzenia ' - 925
Other Hilds 15,213
Burundi ' 490
Costa Rica 1,453
Dominican Republic . : 687
Ecuadop _ 991
El Salvador 2,469
Guatemala 2,378
Haiti 47
Hondures 561
India : 559
Jamaica oY
Mexico 24325
Ricaragua - 727
Panana 44
Poru 978
Rwanda 357
Venezusla 550
Unwashod Arsbices ‘ 29,697
Bolivia &2
Brazil | 27,642
Ethiopia 1,973
Poraguay . = ¢ 3/
Robustas 19,821
Congo (DeRe) 1,972
Ghana 9
Cuinea ' 258
Indonesia . L 1,943
Liberia A 107
Nigeria 85
OAMCAF ' 7,848
Portugal , 3,975
Sierra Leons s
Trinidad & Tobago _ o
Uganda 3,407

4/ Declared a shortfall
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Introcduction

Lo As late as spring cf last year there was a general consensus
among petroleum specialists that downward pressure on petroleum export
prices would continue owing, on the supply side, to the increasing avail-
ability of sources of crude oil at low production costs, combined with
growing competition eamong some producers (influenced by the growing share
of "independent" producers); and, on the demand side, to policies to
restrict dependence on foreign supplies by expanding domestic production,
encowraging the development of alternative sources of energy and raising
indirect taxes. In fact, from the late 1950's to the summer of 1970,
average realized f.o.b. crude cil prices in the Persian Gulf followed

a generally declining trend, while the structure of posted prices remained
practically unchanged. Starting in September 1970, however, there have
been a series of jumps in posted prices, owing to the conclusion of a
number of new agreements, with concurrent increases in realized oil prices.
These agreements reflect a fundamental change in the situation on the world
petroleum markets and in the bargaining position of the producer countries
vis-a-vis concessionary companies. They significantly affect foreign
exchange earnings and govermment revenues in the oil producing countries
of the Middle East and North Africa.

Recent Trends in Demand and Supply

2% In 1970, total world crude oil consumption rose 8.5 percent from
a rate of }j2.9 milijion h/d to L6.6 million b/d (about 2,145 million tons
in 1969 to 2,328 million tons in 1970). Western Hemisphere consuiption
increased by only 5 percent, owing mainly to less rapid expansiocn in the
already high level of U.S. consumption, while consumption in the oil
importing regions of Furope and Japan grew 1l percent and 17.7 percent.
(See Table 3.) Imports into these areas increased somewhat more rapidly,
i.e. by 13.h percent and 18.l percent last year, as limited domestic
production declined in Western Europe; the development of alternative
sources of energy lagged; demand for some refined productss; particularly
fuel oil, expanded; and efforts to increase petroleum stocks were inten-~
sified. Anti-pollution laws alsc encouraged consumers to shift from coal
to low sulphur fuel oils. Import demand in the U.S. grew by almost 8 per-.
cent, i.e. considerably more rapidly than demestic consumption, owing in
large part to high demand for fuel oil for heating resulting from a
shortage of domestic natural gas.

3. While the rapid growth in demand was essentially a continuation
of long~term trends (since 1960 world consumption has risen at 8 percent

a year, and imports into Western Europe and Japan have grown by 12 percent
and 20 percent per year respectively), during the past three years there
has been a chortage of world transport capacity, as the Suez Canal was
closed; pipelines were fully utilized; and there was limited potential for
increasing world tanker capacity in the-short run.
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its In May 1970, the Tapline in Syria was closed; it carried about
500,000 b/d (25 million tons/year) from Saudi Arabia to Sidon on the Fastern
Mediterranean, or about li percent of average European daily imports. In
June Libya ordered cutbacks on production of some independent oil companies
as a means of pressing them to accept raising posted prices; production
actually fell by about LL0,000 b/d (22 million tons/year) for the rest of

. the year, or the equivalent of 3.5 percent of average European daily imports.
Since tankers teke nearly four times as much time to carry oil from the
Persian Gulf to North-Western Europe via the Cape as compared to carrying
cil from the Mediterranean ports, the closure of Tapline, and the cutback

in Libyan production increased the pressure on available tanker capacity
and considerably raised the freight rates on uncommitted charter tankers
(which account for about one-third of total capacity ). Thus, shipping costs
from the Gulf to Rotterdam rose from $1.1 per barrel in May 1970 to about
$3.3 per barrel in September 1970. =

Gs The growing price advantage of Mediterrznean oil, and the seasonal
growth of demand in winter in Europe won for Libya a substantial rise in the
posted price of crude in September/October 1970. This precipitated in 1971
a series of agreements with Gulf and Mediterranean producers, which brought
further rises in posted prices. Eastern Mediterranean countries, through
which eil pipelines transit, alsc benefited from the new situation.

5« These events reflect a significant change in the market behavior
of major producers. For the first time, an important producer (Libya) was
willing to cut back production thus creating an artificial shortage of
supply. Even more important, however, is the fact that in Teheran and
Tripoli the producing cowntries joined foreces and negotiated as a group..
with the o0il companies; previously, while aligning their approaches in

OPEC (Organization of Petroleun Exporting Countries) each country had
negotiated its contracts individually. These behavioral changes substantially
strengthened the bargaining position of the oil couniries and forced the oil
companies to grant larger price concessions than they were initially pre-
pared to give.

Revenue Sharing Agreements

7. Prior to September 1970 the ‘*typical' agreement, though subject

to important variations reflecting historical, political or goographical
conditions especially in Algeria, provided a 12 percent royalty on exports
valued at an artificial or posted price and a 50 percent income tax also
calculated as the difference between cost and output valued at posted prices.
Various small premia reflecting quality and transport advantage were also
applied. The only important modification was the '‘expensing' of royalties
(which since the mid-1960's ceased to be part of the tax payment becoming
instead a cost element), resulting in Government-company profit sharing of
roughly 56 and Ll percent respectively (cempared with 50 and 50 percent
previously). To the extent that realized prices were lower than posted
prices, which has generally been the case since 1960, the Goverrment's
share of producing companies' gross profits had of course been higher.
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B Details on the recent revenue sharing agreements are given in
Annex T in chronological order. The approximate effects of the new agree-
ments as of June 1, 1971 were to increase posted prices in the case of the
Gulf States from about $1.80 to about $2.30 per barrel (28%) and in Libya .
from about $2.20 to $3.L45 (57%) per barrel.  Government revenues to the
Gulf States will have increased from 87 cents to over $1.30 per barrel

' (50%) while Libyan oil revenues will almost double from about $1.10 to
$2.00 per berrel (80%). Detailed information for Iraq has not yet been
published and the Algerian situation is complicated by Gevernmenti owner-
ship in oil production facilities, which tends to make Government revenues
more dependent on realized prices and production costs than on posted
prices. However, the following table sketches the approximate effects as
of 1969, June 1971 and 1975. .

TABLE A

Approximate Effect of Profit Sharing Agreements

Mediterranean
Terminals, Iraq

Gulf States Saudi Arabia Libye Algeria

Pogted Prices per barrel

1969 1.80 2.10 2.20 2.08

1971, June 2.30 321 3.L5 KQA 3.60 4§Lp

1975 2.60 3.54 3.68 3.84
Revenuves per barrel g

1969 0.87 0.95 138 0.96

1971, June 132 1.95 2.00 2.03

1975 1.52 2.05 2.16 2422

/s  Reference prices relevant only for calculating the government take from
minorily shereholders in oil companies. Government majority share
depends on difference between realized prices and costs, i.e. getual
gross profits.

/b Tncludes 25 cents per barrel in temporary Suez Canal and freight premia.

D' The foregoing agreements will raise total government oil revenues
in the area, including Iran, from around $6 billion in 1970 to at least $11%
billion in 1972. The growth of revenues for any one country will depend on
a complex of factors affecting the volume of exports and its share in
importing countries' markets, but an illustrative projection, based mainly
on past trends, would produce the pattern shoun in Table B.
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10. The overall rate of growth of production is projected at 10 percent
per year. The assumed export growth for Iraq of 5 percent could well be
exceeded by the end of the period if agreements to expand production are
reached with the major oil companies. The 8 percent export growth assumed
for Libya would bring production in 1975 to L.8 million barrels per day (24O
million tons/year), i.e. only 20 percent above the peak rate of production
already achieved. On that assumption and even excluding Suez Canal and
freight premia, oil revenues to .Libya alone would be almost $4 billion in
1975 while export growth rates of 10 percent and 6 percent would yield $5
billion in revenues to Saudi Arabia and Kuwait combined.

i f 8 In the first quarter Jf this year Iran's production increased
13% percent to L.l million barrels per day; Saudi Arabia had L.2 barrels
per day for a 22 percent gain; Kuwait rose 12.6 percent to 2.9 million
barrels per day; and Iraq and Abu Dhabi increased 11.6 percent and 10.3
percent, achieving 1.7 million b/d and 0.87 million b/d respectively. This
rapid expansion may have been influenced by the restriction of Libyan and
Algerian supplies as well as the build up of stocks to cushion political
changes.

Pipeline Receipts in Transil Countries

12, On January 28 the Syrian Government reached a new agreement with
Tapline, uhich originates in Saudi Arabia and transits Jordan, Syria and
Lebanon, and on July 6 announced a new agreement with Irag Petroleum Company,
whose pipeline transits Syria and Lebanon. The former agreement provided
for a lump sum payment of $9 million as well as increases in transit and
terminal fees of 3 cents a barrel to a total of about 6 cents a barrel.
Annuval revenues are estimated to rise from $4.5 million to. $8.5 million.
Details on the TPC agreement have not yet been published, but a press

release announced that royalties paid to Syria would rise from $54 million
per year te $83 million per year. In addition to the amual increase of

$29 million, Syria will receive a lump sum of $3L million.d Smaller
increases ij be expected in revenues due to Jurdan from the Tapline and
to Lebanon from the IPC and the Tapline.

1/ New York Times, July 7, 1971.



Realized Prices and Short—Run Price Outlook

13 Under the pattern which had prevailed during the past decade
competitive and other supply factors had resulted in declining realized
prices, and if these trends had continued, might eventually have caused
posted prices also to decline. However, the situwation describesd in the
foregoing pages has been the reverse, i.e. conditions during 1970 initially
put rising pressures on realized prices, followed by the negotiated in-
creases in posted prices and tax paid costs which have in turn resulted

in pressure for even higher realized prices.

1k The position of the oil companies, predictably, is that they can

not absorb increases in costs of the magnitude agreed in the Middlie East

and these must therefore be passed on to the consuier countriss. The companies
argue further that whether the cost increases will be pagsed on to individual
consumers within these countries depends on govermmental tax measures in the
importing countries.

15. On the first point, although information is sketchy, realized
prices to Western Europe for Iranian and Kuwait crudes during the first
quarter of 1971 rose by L0 =~ L5 cents per barrel over the mid-November level
and by 30 - 35 cents per barrel over the mid-February level, e.g. almost
exactly in line with the estimated rise in govermient take during this
period. FPrice rises were apparently comparable for crudes sold to Japan
and India.

16. On the second point there is litile evidence that the importing
countries have or will lower taxes on petroleum and products. On the con-
trary, France recently raised them and Germeny will probably be doing the
same. The higher prices could, however, encourage the importing countries
to turn to alternative sources of energy, including speedier development
of new petroleum sources.

by g Concerning the short-run outlook, theres is agreement among some
oil experts that the buyer's market of the last decade has come to an end
and that realized f.o.b. crude oil prices will follow a rising trend similar
to thav of posted prices in the next few years, due to the higher taxes on ,
crude oil and to higher freight rates. :

Factors Affecting Longer Term Outlook

18, Because the price increases have been so recent and earlier energy
studies assumed stable or marginally increasing prices, there is now a need

for a re-evaluation of energy supnly, demand and government policies in the

consuming cowntries, particularly Western Europe. Some of the major factors
which can be expected to affect such a re-evalvation are summarized below.
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19. * The Middle Bast is fundamentally in a strong position, with over
half the world's proved reserves (Table 1) and low production costs. North
African producers at present have about 10 percent of world reserves, high
quality crude, and the advantage of being on the Mediterranean side of the
Suez Canale. Significant factors would include political developments in

the area, the extent to which members of the OPEC mainbtain their cohesion,
the growth of national companies and independents in relation to the "majors"
as participation increases and concessions expire or are altered.

20. Known new producing areas in the North Sea, Alaska and Indonesia
could add & million b/d to world production by the mid-1970's, but rather
than contribute to an oil glut, it now appears that these supplies may only
help meet the increment in world demand. The recent price increases will
‘certainly tend to encourage further exploration, but there is a substantial
lag between exploration and production. :

21. A recent study in the U.S. illustrates the strength of the com-
petitive position of Eastern Hemisphere crudes. It estimates that to limit
imports from that region to 10 percent of U.S. consunption would require a U.S.
price level of $3.83 per barrel. At $3.10 per barrel, the U.S. would impor®
from the East 3.1, 5.2 and 8.2 million b/d in 1975, 1980 and 1985. As far

as Western Furope is concerned, which imported 13 million b/d in 1970, there

is 1little evidence %o suggest a slacking of demand. On the contrary, efforts
to increase stocks from about 65 to 120 days reserve could push demand even
higher in the mediim term. Alternative sources of energy must, however, be
watched closely. '

22 Finally, the expansion of long-term transport capacity could have
significant effects on individual countries' petroleum revenues and landed
costs and prices in the importing countries. On the first point the imme-
diaste effect of opening the Suez Canal would be the loss of the “Suez
Premiwn" included in posted prices, resulling in an aggregate loss to Libya,
Algeria, Iraq and Saudi Arabia of some $160 million in revenuss. On the
second point, present and planned expansion of Middle East pipelines combined
with reopening the Suez Canal at its prewar throughput could provide adequate
supply at relatively low transport cost for most or all of Europe's demand
for Middle Bast crude by 1975.
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REVENUE SHARING AGRER F

1. In the late spring of 1970 Libyan production, which had hit
a peak of from 2.3 to 4.0 million barrels DDP day, was reduced to 3.1
million barrels 7+ In Septenber and Ccbober 1970, the Libyan
Government PG&Ou 2 new series of agreements with tna producing
companies. The prlncipal terms of the settlement included (a) an
imnediate increase of about 30 cents per barrel in posted price; iies
from sbout $2.23 to sboubt 52.55; (b) an increase in the income tax
rate from SU nercent to levels ranging from 5l percent for the Oasis
group to 55 percent for the majors and 58 vercent for Occidental. This
agreement led to an increase in average oil revennes from about |
to .about $1.40 per barrel.

l_) PU
Do
n gl |

November 1k, 1970, Iran

25 The Tranian Government concluded an agreement effective

Nevember 1L, 1970 providing for an increace in the posted price of heavy
2 o

s -
L
By

crude oil of 9 cents per bziibl, i.e. from $1.63 to $1.72 per barrel,
and an increase 4n income tax from 50 to : e Government
revenues on Ilra ne posted price was
apparently not to 20 cents per barrel.

light ciude oil, for
4

ncreased from ahou

Febhruarr Th, LO? . Toahaeran
&N L ot wis! o - g LCLIC Ll

3, The gains made in the Tel i in lsrge part
due to the unprecedented unity showm OPEC member countiies.
The agreement covered six Gulf prod ~ Abu Jnﬁaﬁ, Iran, Iraq, Xuweit,

Qatar and Saudi Arabia - and 22 oil The agreement is complex

ard is intended to provide a steble basis for relations between oil
companies and host ¢ fovbﬂ”ﬂmwaﬂ ' 2 f for 5 years, January
1971 through 1975. C an iinals for Irag and Saudi Arabian
cruce are not covered

Ly The sgreement included (a) an iymediate i_(]thP of 35 cents
por barrel in the posted price of Gulf crudes, i.ec. from about $1.80 to ,
about $2,15. Owing to guality ¢ifferences, inoreaSms in posting Tact

cents for 31 4
e from bO to 55
ces which

ron 35 cents for L0
gravity crude oil; (b) an
(c) elimination of all the re

ranged

o~
el f

5
1

have continued until 19 7) (d) an lULTQOu of 5 cents
postings and an annual incresse of nercent in postings to ¢
for world wide price inflation and all in the purchasing power of the

dollar,
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. In return for the large financial benefits to the Persian Gulf
producing countries, the oil companies gained the advantage of stability,
in particular:

(a) agreement that the Culf producing countries would
not impose any export embargo nor take any action
to support any OPEC member which may demand either
an increase in Govermnment take or any other matter
above the terms agreed on in the Gulf,

(b) gnarant ees maain“t leap~-Trogging of claims during

G. Although Iran is not included in EMENA Department, the other

five countries are, and the following table is roughly illustrative of the
terms applicable to each of them. lNMore significantly, the Teheran agree-
ment may be consicdered to provide a pattern for international profit
sharing outside the area, with modifications to account for guality,
accessibility, reserves, etc. (Table C ).

+Lan Govermment nationalized part eof

~iio French oil producing companies, .
ese companies o 51 percent. It nation-

erian natural g concessions, gas

d gas and gas trensport companies. or

and s;us;queni n u‘onaAizatiOu neasures give Algeria

of the o0il and gés sector and leave a minority share

percent of production in 1969) in the hands of a group

companies and two smalu fmerican companies, as well as minority

il refining and oil service companies.

Bk P
Ghae cEDLTalL
as +to bring
&

24
o
o

16

B4 While the Tel reement provided for an increase in the
"base" posting of 35 barrel, the base posting in LjL ra Was

cents is specifically described as a
sgreement also providedﬁ as did Jrk; ?Lﬁ

advanced by 52 C““ts
low sulfur premium.” The
for an annusal increase in

¢ T

r 5 cents per barrel plus en addii:
2.5 percent of the previous compensate for inflation. Henc
the posted price as of March $3.197. In addition there are two
temporary premia reflecting Libya's location on the !Mediterranean side
of the closed Suez Canal (12 cents per barrel) and the temporary advantage

o~ 3 o A ot

1885 ©
1

> &b iFy
(o]

of Libya's short haul cruﬁe resulting from present high Treight rates.
This latter premium c¢f 13 cents per barrel corresponds to an AFRA (tanker
rate) index of olL.lL, declines in proportion to the index, and would
disappesr in eny quarbter in which the average freight rave asgesgment

fell to
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TABLE ¢

BESTIMATED

B

TRANTAN CGOVER T TAKS
" ($ per barrel Iranian light) /1

Nov.ll  Feb.l5 June 1 Jan. 1
(3L° gravity) 1960 1970 1971 1971 1975

Posted price 1.790 1.790 2«70 2.274 2.603
OPEC allowance 0.076 0.076 - = -

Reference price  L1.71h 1. 70 | 2,170 2294 2.603
Pstimated costs  0.110 Q.10 0. 119 G110 D 10
Royalty -0.22) 0.22} 0:271 0.28h 0.325
Taxable hase 1..380 1.380 s 762 1..660 2.168
Tax 0.690 0.759 0.96)

Goverrment take  0.91k 0.983 1.255 1.313 1.577

/1 Export mix approximately 60 percent of light and LO percent heavy.
S . = : % - L= &7y A ad ot s
Posted prices on heavy for June 1971 and 1S g are $2.228 and $2.553,

respectively.
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9. In round figures baszd on the data in Table D, Libya's
per barrel oil revenue will rise by about L5 percent or from about
$1.40 ver barrel as of lovember 1970 to $2.00 per barrel in March of ‘
his year, rising thereafter to at least w_.*q per barrel or nore,
depending on the epplication of the Suez and LWOlgﬂt premia. For
it implies a total increase of about 20 cents per barrel or
about €0 pavcent above the Goverrment's teke of about $1.10 per barrel
prior to November 1970. Assuming an average production cost of 30 cents
per barrel in Libya, the new oil pact i bely raises its oil producers!
would compare with $1.40

cost to 30 per barrel.
first round of oil agreements in September 1270.

this yeas

&l

Sl

TR
Trids

average tax paid
prior to

the

TARLE D

i -rp mAY

* B 1_._1

(5 pew barvel)

Petrolem Intelld

Source:

ENraY

.;_]

kov. Mar.<Q Jan.
I o =y =
1962 1970 L2971 iE.
Bt Bl . - e R ~ L0
Posted price (40Y gravity) 2ed 3 2ok 3.197 3sbo2
& s ) e / L3 &
- - 0120 ?
~ - 0.1.3C ?
i G # S~ i O T T L0
Total posted price 223 255 ER Y 3.60¢
28 o &3 VA
0.20 0330 Q.03 0060
Average production cocst 0.30 030 0430 030
ol - e s - N
Toxable base 1465 1.927 2,736 2.92¢
o PR L& Y
Tax 0.03 119l 1,607
Retroactive tax huy-out - - 0.080 ©.020
Royalty 0.28 0.518 0431 0.460
i
) e o - - Y ~ 2%
Coverrment take diwatd 1370 2.005 Zaknl



Aoril 12, AMgeria {retroactive to March 20) .

‘

1 posted price for
mprising a base price
his level eg in the
8¢ in succeeding
1is is about 15 to 20
e

10. The Algerian cdeclsion provides t
L0 cegree crude is $3.C r barrel f.o.b. Boug
£
i

8]
($53
O
g
T B

of $3.35 plus 2 freight premiim of 25 cents
Iibysan ogre ement uwntil June 230. Tne base pr
years to 3 3.52L, $3.682 and $3.0LY4 in
cents ver varrel higher than the base posted ized by Libya bul is
Justified by tne Mgerians on the grounds that i not include the 9 cent
retroactive ta v~out gained by Libva but does reflect a shorter haul

advantage. lgerials 01r“"m“+dnces the posted price is applicable only
for purposes of estimating taxes due by Wﬁhority foreign s shareholder 'S,

which are assumed also to be based on a 55-45 Dpllt of the difference between

production costs and exports valued at posted pri

@
U)

11, Tn addition, a new oil code replaces the existing concession
agreements ﬁnd establishes 3"\1 ACH as the JWJOTi”U partner with all
% =

foreign comm French companies must luO percent

K & = < = B ) .-... 7 ) 4 ”
of their real LZab ons on crude n17os ~ with the bala 2.5 percent
after pg e gosts, tasxes, eie, repaid T m from a

convertible dinar 1 fter three months provided the crude has been
sold above o minin £l NMgeris end that the company's accounts
with the ﬁVVArrmenu ~?"”, A1 disputes are to be

arbitrated only

ity Tn the matter of compensation for the nationalized inverests,
Meperia had offered the French a total of DZOO milill (¢ $100 w""Luﬁ)
to be paid in oil. On June 30 ag r@enuuu Was resche 2 7a 75
CFP, one o? the two companies concerned, under whic iilion
and the iang agreed bo reduce Prom 12 to 7 yes ch
corpensat i1l be paid. CFP agreed to setitle bac £} sone
$27 h17]70" over the neyt few months The Accord established an associlation
for 10 years bub the firencial and e-ovomiﬂ clauses are subject to revigicn
after © years. megotlatlon“ with the other company involved, the ElL-Drap
Group wholly owned by the French CGovernment, are scheduled to begin July 1if.

nch stopped buying Saharan crude at the end of April on

Q

iats mindmum GSTe price ef 92.55 was 10 percent

other comvetitive crude svailable to U
that it would be willing t.o Jemh,e ‘t‘llf‘ dis
the French would first '

men GpWFTﬂa. It

R W "
tling bax

.1.
U Lt
t their ewbargo and halt their efforts to prevent other countries fron
buying Algerisn cr
e & )

i ”1\ sgreement with CFP sets the new posted price for tax (554) purposes
9

v can s 5 i g ‘ ¢ . . & e/
$3.65/0b1l. while the "repatriation® price will be $2.75/bbl.
,Ll Gas Journal, Jume 28, 1971).
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June 7, Iraq (reiroactive to March 20)

1. Of about 1.6 million barrels per daj produ ed in 1970 by Iraq,
app oximately 1 willion barrels per day is shipped by pipeline to the
fediterranean terminals at Tripoli/Banias. 1In a separate agrecmpr%
negoviated an incresse in the posbed price oy about 80 cents to $ue
barrel (of 36 crude). As in the other agreements this one raised tax
companies from 50 to 55 percent and also provided for annual increase
the posted price of 5 cents and 2.5 percent. The agreement 1 is essentis
similar to the Libyan agreement except that the Iraq posted price does not
include the 10 cents low sulfur premium won by ILibya. The result will be
to increase average revenues per burwe] to about $1.95, i.e. about 5 cents

less per barrel than that earned by Libya.

s on foreign
.i

23 June, Saudi Arabia

15, Of about 3.5 million barrels I
in 1970, 0.5 million barrels per day is “ne uermin_
ating in Siden. Agreement was reached bﬂ,m93n Saudi Arabla and Tapline.
Posted prices for 3L° crude at Sidon was raised by 81.1 cents to 93 18 per
barrel. Apart from the 1 cent difference in the rise in posted prices, the

terms are the same as in the June 7 Agreement between Iraq and IPC.




WORLLD “"FUBLISHED PROVED” OIL RES

1 -

TABLE 1

ERVES AT END 1270

‘
Thousand} Share Thousand| Share
COUNTRY/AREA Million of Million of
Tons Total Barrcls Total
LS A, 61 1:2% 46-7 15%
Canada -1-3 16% 10-4 1-7%
Catibbean 2:3 2:8% 16-3. 2:6%
Other Western Hemisphere 1-4 1-6% 9-6 1-6%
TOTAL WESTERN HEMISPHERE 111 13:2% 83-3 12:4%
Western Europe 0-6 0-7% 4-4 0:79%%
Afiica 98-8 11-7% 141 12:1%
Middie Fast 470 . 55-9% 343-9 55-4%
U.S.S.R., E. Europe & China 137 16-2% iGC'O. 16-1%
Other Eastern Hemisphiere 18 2:3% 1444 2:3%
TOTAL EASTERN HEMISPHERE 730 £5-6% 637-4 §6-6%
o sl =
WORLD (excl. U.S.%.K .
E. Europe & China) 704 R3-£%% 520-7 63-9%
WORLD 841 16005 620-7 160-0%
L r—

SOURCE OF DATA

All other areas Estimates published by the “0il & Gas Jownal”

U.S.A. Amcrican Fetioleum Institute.

Canada Canadian Petioleum Association.

(Worldwide Ol issue 28th December 1870)

NOTES

s

W

Pioved reserves ore generaliy taken to be the volume ¢
which geological and engincering information indicate with reasonable

be recoverable in the futore from known reservoirs unp

operating conditions.

The recovery factor, i.e. the relationship between proved raserve

of ol remaining in the ground
certainty to

der existing ecoromic and

s and total oit in

place, varics according to local conditions and can vary in time with economic and

technological changes.

Forthe U.S.A. and Canada the data include @il w

from proved nzture! gas reserves.

The data exclude the oil content of shales and tar sands.

3

hich itis estimated can be recovered
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COUNTRY/AREA

NORVH AMERICA
U.S.A.
Crude Oil
Natural Gas Liquids

Canade
Mexico
TOTAL NORTH AMERICA
CARIRBEAN
Venezuela
Colombia
Trintdad
TOTAL CARIBCEAN
SOUTH AMERICA
Argentina
Brazil
Other South Amcrica
TOTAL SOUTH AMESICA

_ TOTAL YWESTERN HEM isP HERE
i\ WESTERN LURGPE

¢
i

'

France

W. Germany

Austiia

Tuikay

Other Western Fuiope
TOTAL WESTERN EUROPE

MIDDLE EAST

lran

frag

Kuwait

Neutral Zone

Qetar

Saudi Arabia

Abu Dhabi

Omen

Qtiher Middie East
TOTAL MIDDLE EAST

AFRICA

Algeria

Libya

Other North Africa

Nigeria

Other West Africa
TOTAL AFRICA

. SOUTH EAST ASIA

f

| [ASTERN BUROFE &
{ OTHER EA
| TOTAL EAS
! WORLD (excl USSR, L.Ee

indconesia
Other South East Asia

TOTAL SOUTH EAST ASIA
3SR,
CHINA
STERIN HEMIZOHERE
MISPFHERE

,_,f}'.’.t aj

STERR NHE

+ WORLD

Greatourthan 20135

N WMN_'{ : ”—:L ——'--lr—“ ‘! Yed”Y Chanq ‘
g ‘ [ | 1970 | 1970 |
! ] ! i ! ! over | over |
| 1860 ¢ 1961 , 1962 | 193 . 1954 1966 | 1966 ; 1967 1. 1962 , 1969 | 1970 1950 ‘ 1895 |
. L |
i ! I ! f t ‘ i !
| 70350 7185 7330 1510 7615 7605 §205° £810 80950 9240' 9830, 4+ 33% '+ 4:3%,
| 930 % 1020 1960 1IS5T 1210 1285 14100 1505 1,590 1,680 [+ B0% + 6%
| 7,855 8175 &350 864 9770 9,015 850 10,220 10,600 10,630 1,310, (¥ 35% 4 4:5%"
s s o 7w 0 s LOVS. L1100 1,195, 1310 1,425 | +10-3% . + 8.8%’
i 3000 30 335 35385 30 300 4100 43 460 4750 {4 48+ 5y
|BENST S0 840 9775 975 10310 10,065 11,040 12,230 12,600 15310 [+ 43% Fsied
700 D D U D D DU D D D
{28450 2,920 3,225 3270 3,395 3,505, 3,400 3,575 3,640 3,630 3,740 4+ 2:8% + 1-3%
{150, 15 M0 65, 10 . 200 195 1%, 175 zi0) 210 [+ 33% 4 1:0%
" M5, 1260 135 135 135 i35 150 1807 185 160 140 [+ 2C% -+ 10%
|30 3000 ss00 3570 3300 det0 3an 3,965 4000 4000 4,080 [+ 28% +1-3%
e sl A e e i e e T
P15, 230 270 200 295 2700 285 ;5. 345 3550 385 14 3% + 75%
boo 80 85 85 165, S0 85 TS M M6 175 260, +123% 228
! 80° "85 165 1100 115 115, 120 1400 160 9500 1700 4 5% + £3%
M5 M0 420 4gs a0 B0 520 680 670 080 815 4 90% #113%
1,280 12,750 13,350° 13,830 14,055 14,630 15220 15,285 16,960 17,289 18,115  + 40% + 453
40, 45 500 80 B €0 60 55 55 50 45 '+ 155 - 50%
{1100 125 136 150 1500 1350 155 155 160 155 160 4 339 - 0%
4, 45 45 B0 50 85 55 56 860 ERT 55 4 13% - 06%
‘ 5. 360 d 150w 0 4, 56 600 70 T 425 5% 418:3%
100, 1050 110 180 140 136 125 130 125 1300 1300+ 3% - 085
B I X B 1 R VTS LA L AS5 455 ash 46 4500 U4 403 b 083
oLO60 1185, L3300 1475 17100 1,810 2,010 2,565 2,850 3,375 830 - 4130 41503
955. 990 895 1,160 1,255 1,315 1,380 © 1,225 1510 1525 1565 & 5.6% + 35%
P OLE2O; LSS, LS 1E0 208 2070 2275 2,200 2420 1&T6 20k e 55% + 44%
{130 175, 245 315 360 370 436, 420 425 450 BOS. 41403 + 63%
VS 175 190 195 215 2% 290 320 3400 383 330 .+ 18%. + 985
i L245. 1,300 1525 16300 1,230 2,025 2395 2,600 2,830 2,895 3,550  +11-0%  +12:0%
©o==i — 3. 55 15 250 360: 30 500 600 695 £ H08%
o — b b e a3t a0 330 ¥ .
. 45; 45 45 45 50 60° 65 5. 105 188° 275 4200% +35.0%
5235 5615 6175 6,805 1620 6,355 9305 8800 1,215 12,530 13,855 +10-3% - +108% -
i ! i ! ' ; ' ‘ ’ { ! i n
;100 330 &5, 510 55 SI6 VIS 840 815 955 1,025 4189% 412:5%
Pl 200 . 185 485 860 1205 1505 1745 2600 3110 3,320 522 0%
€5; 75 €0 110 130 130 130 130 290 420 5/0  G423B% +34.0%
©oo20 855 00 75 120 295 420 3200 140 54D 1,085 45383 +31-3%
©o200 200 3t 35 50 40 45 85. 125, 185 220. 42833 440-8%
25,800 610 1,195 1,725 2,245 4815 3,160 4070 75,180 6,220 . 436-0% . 4225%
A |t o |
4151 430 4c0: 455 470 600° 750 850"+ 7-5%
95 80 £9 80 75 1257 140 165 4 6-0%
BIOBICC 84D 535 4G R A ST N W L, %
2970 3330 3,740 4145 4485 CEI90 6585 1130 4 g
385 . 400 440 450 4L5 595 B85 05 4 £4%
35 & 85 b/ 11 195 210 385 14260%
6,720 10,733 12123 13575 15,360 23.4%5 25,400 3070 411-6%
18625 15,245 21,230 2,60 24345 A10 40016 .79+
21,530 23455 25519 27,405 29,505 ) 41876 4 BO%

WORLD OTL PRODUGTTON

THOUSAND LAF\RLLS DAILY

e s el i a0
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TABLE 3
WORLD OIL CONSUMPTION AND TRADE

OUNTRY/AREA

"CONSUMPTION
USA*
Canada
. Other Western Hemisphere
. TOTAL WESTERN HEMISPHERE
" Benclux ‘
« France
W. Germany
' haly
U.K.

.. Scandinavia

Spain

!: Other Western Lurope

- UESR,

‘

v

" YOTAL WESTERN EUROPE
. Japan

Australasia
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TABLE_};

Egtimated Average Government

Take per Barrel Exported

(3 per barrel)

1970 1972

.82 1.225
«J30 1.700
LOh2 1.233

«930 1.700
«909 1.259
890 1.256
890 1.258
I 1.890
+20 1.26
+90 1.L9

MEES, Pebruary 19, 1971

1972

1.296

/¢ Estimate based on June 7 Iraq press report.

/4 Petroleum Intelligence Weekly, April 5, -

/e  Same as "other Mid~Hast!

from gas and products

1973

1,361

197k

Table 8, Draft Economic Report, Petroleum Sector, Iran, April 26, 1971

tax arrears and revenuves

1975

1.1495

1.493

2.04
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TABLE 5

Crude 0il Export Projection

(millions barrels per year)

Growth  Prov. 1971 1972 1973 1974 1975
A T- 1670 H_ L __H___L H , H L 0L
Tran 12 10 1343 150L 1477  168L 1615 1887 1788 2113 1966 2367 2163

Savdi Avabia 10 8 1290 1419 1393 1561 1505 1717 1625 1889 1755 2078 1895

Gulf 1107 123¢ 1210 1378 1322 153) 1hh2 1706 1572 1895 1712
Med 183 183 183 183 183 . 183 183 183 1683 183 183
Kuwéit 8 &6 998 1077 21056 116L 1121 1257 1189 1358 1260 1L66 1336
Trag 5 3 533 560 549 588 565 617 562 éue 600 680 618
Gulf 168 195 18} 223 200 252 217 283 295 215 253
Med 365 365 365 365 365 365 365 365 365 365 365
Qatar 0 6 13 194 139 159 147 17h' 156 192 165 211 1715
Abu Dhabi 1 10 252 287 277 327 305 373 336 425 370 L85 LO7
Nther liid-EBast 15 10 1hk 191 17k 220 191 253 210 291 231 335 254
Tibya 12 8 1200 134k 1296 1505 1400 1686 1512 1888 1633 2115 1763
mlqeriaég 10 &5 359 382 240/ h20 3298 by L1b €21 N30 - 573 L&l
UAR /b 16 11 136 160 153 186 170 . 216 189 251 209 293 234

/a Draft economic report for 1°70-73. CGrowth of 10 nercent and 5 percent assumed thereafter.
I _ I F

/b Memo of March 23, 1971

/c  Assumes Tive months production at. 1/3 1970 rate.
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Other projections based essentlally on past trends.
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TABLE 6

Illustrative- Projection of

Govermment Petroleum Revenues

(in millions of U.S. Dollars)

31970 1971 1972 193 1974 1975
Prov. H L H L 1 L H V¢ H I
Tren 1175 IBGY LO26  2I82 2106 2568 233 3041 2801 3535 3234
Saudi Arabia 1082 1830 1798 2139 2066  2L3k 2309 2792 2601 3202 2929
(Gul.f) o (912) (1519)(1hB7) (1782)(1709) (2086)(1961) (2L31)(22L40) (2829)(2556)
(Med. ) (170) (311) (311) (357) (357) (3L8) (3U8) (361) (361) (373) (373)
Kuwait 80 1327 1300 1505 1hh9 1706 1613 1930 1790 2196 .2001
Traq 485 842 848 1003 973 1039 991 1125 1056 1217 112k
(Gulf) (1h6) (2L2) (228) (291) (261) (345) (297) (Lo6) (337) (L73) (380)
(Med.) (339) (620) (620) (712) (712) (694) (69k) (T719) (?19)' (7hk) (7hl)
Quatar 119 181 175 210 19k 21 216 279 2ko 31 267
Aou Duabi 22l 361 348 32 Lo3 517  Léé 613 538 738 619
her Mid East 128 2o 229 290 252 351 391 23 336 510 387
Sub-total Lo53 6640 651 7761 Thh3 8856 8098 10078 9362 11722 109l1
Libya 1361 1540 2L4L9 3051 2838 3316 2974 3891 3366  L562 3603
UAR i 208 199 253 231 307 269 372 310 52 361
Mgeria /a 3k 550 36 053 808 1000 682 1130 952 1272 1023
Sub-total 1638  3L16 3122 L1ll 3879 L635 L2s5Y 4263 3676 Solh  L1ok
Total 5691 13056 9636 11675 1132 13hs1 12353 1Lkl 13038 16736 19105

/a Total Government revenues from crude oil exports only, exciluding tox arrears.

/b Assvmes 5 months production at 1/3 1970 rate.



