APPENDIX 1

NOTES ON STATISTICS AND STATISTICAL STATEMENTS

General, - The statistical tables in this Report may be
incomplete and subject to revision. The information has
been primarily derived from replies by the aid supplying
countries to a questionnaire sent to all governments;
~in all, seventeen countries sent statistical replies

but only three provided a memorandum covering develop-
ment policies. Where statistical data provided by
recipient countries differ from those given by supplying
countries, the latter have been used as there has not
been time to reconcile discrepancies.

Area coverage. - The Commonwealth has been defined
as self-governing members of the Commonwealth and
associated and dependent territories as at December
1970. Where necessary, adjustments have been made to
the figures for earlier years to ensure comparability.

Rounding. ~ The addition of individual items in columns
does not necessarily add to the totals given owing to
rounding.

Conventional signs., - The following symbols have been
used:

- nil or less than half unit shown
.. not available
() figures in brackets are either
incomplete or Secretariat estimates.
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APPENDIX 11

Economic developments in developing countries in 1970

(prepared August 1971)

During 1970 there was a marked and widespread slowdown in
economic activity affecting both developed and developing regions, industry
and agriculture. The effects of the slowdown were most apparent in the
United States whose decline in industrial production had repercussions on the
rest of the world economy.

The search for effective anti-inflationary policies dominated the
economies of most developed countries. Between 1969 and 1970 consumer
prices rose by more than twice the decade average in many developed
countries, with only very slight intercountry differences. Some of this
inflation was inevitably reflected in world trade prices and the cost of
developed countries' imports rose by 15% in 1970, although in quantum terms
the increase was only 8%, i.e. slightly above the decade average.

The performance of developing countries in 1970, with gains com-
parable to the decade average, was barely satisfactory as the rates of
growth of 1969 were not repeated.

The drop in the rate of growth of agricultural production in 1970
was particularly noticeable after the large increase of the previous year. At
2.5%, agricultural growth did, however, keep up with population increases.
In the industrial sector, growth compared favourably with the average rates
for the decade as a whole, but was appreciably lower than the level reached

in 1969.

The developing countries in 1970 shared in the growth of world
trade, although to a lesser extent than the developed countrieg. In value
terms, developing countries' trade rose by about 11%, slightly more than in
1969, but in volume, because of unusually steep price rises, the rate of
increase was slightly below that of 1969.

PRODUCTION

The overall growth of production in developing countries tended to
slow down in 1970 from the high rate achieved in 1969. It is probable that
the combined G.D.P. of the developing countries after increasing by over
6% between 1968 and 1969 rose by a little over 5% between 1969 and 1970.
This leaves the growth rate fractionally above the 1960-1969 average and
in line with the target of the First U.N. Development Decade. Furthermore,
the growth rate compares favourably with the rate of increase of world
production which dropped sharply to below 4% in 1970 from an average of
5.5% a year in 1960's, mainly due to poor performance in developed market
economies whose combined rate of growth dropped to about half the average
of what was achieved between 1960 and 1969. The deceleration in growth
rates occurred in all developing regions. In Africa, performance of agri-
culture was poor and there was also a decline in the rate of increase in the
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output of mineral based economies. In Asia and Latin America, there was a
slowing down of economic activity in a number of major countries.
(Argentina, Brazil, Chile and Mexico, in Latin America and India, Pakistan
and the Philippines in Asia).

In line with the developing countries as a whole, Commonwealth
developing countries showed a slowdown in their growth rates,but from the
preliminary data available, it appears that their performance was on the
whole poorer than developing countries as a group.

TABLE 1 : WORLD PRODUCTION : ANNUAL GROWTH RATES BY
COUNTRY GROUPS 1960 - 1970

Item and Country Group Percentage Change from Pre-
Average ceeding Year

1960-1968 1969 1970

Gross Domestic Product

World 5.6 5.1 3.8
Developed Market Economies 5.3 4.9 2.6
Centrally Planned Economies 6.8 5.2 7.7
Developing Countries 4.9 6.0 5.0

Latin America 4.9 6.3 6.0
Africa 4.3 4.0 4.0
West Asia 7.6 9.8 8.0
South and South East Asia 4.6 6.0 5.0

Agricultural Production

World 2.5 0.8 2.7
Developed Market Economies 2.1 - -
Centrally planned Economies 3.1 2.5 5.7
Developing Countries 2.5 4.4 2.5

Latin America 3.2 1.8 3.5
Africa 1.9 4.6 -

West Asia 5.5 2.4 1.6
South and South East Asia 2.5 6.1 3.3

Industrial Production

World 6.6 7.2 4.5
Developed Market Economies 5.7 7.1 2.4
Centrally Planned Economies 8.5 7.2 8.2
Developing Countries 6.9 8.7 6.3

Latin America 5.8 6.5 YAVA
Asia 7.3 9.2 8.5

Source: Review of Salient Features of the World Economy ECOSOC
Doc. E/5036

Agriculture

Whereas 1969 was a year of exceptional agricultural expansion for
deve loping countries mainly due to recovery in South and South East Asia,
the growth rate in 1970 reverted to just about the decade average of about
2.5% per annum.
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The deceleration in South and South East Asia was mainly due to
reduced output in Cambodia, Korea and Pakistan but the high rate of growth
was maintained in India and Malaysia. Agricultural production in Africa
stagnated. 1ln most West African countries poor cereal and ground-nut crops
brought down output, while bad weather reduced output of maize in Zambia
and Malawi. The Latin American countries regained the decade average in
1970 but, in Jamaica, Trinidad and Tobago and Guyana output was smaller,
reflecting reduced sugar and coffee harvests,

Fopd production in the developing countries increased by 5%
between 1969-1970, well above the average rate of growth for the decade.
While the sharpest gains occurred in Latin America, the expansion in
South and South East Asia at over 4% was well above the long term rate of
growth. In Africa results were poor with Zambia, Malawi and to a lesser
extent Uganda showing a decline from the trend growth (Annex Table A).
The material improvement was mainly due to favourable weather at critical
times in the cycle of major crops but technical advances also contributed,
in particular new cereal varieties have made their biggest impact in Asian
developing countries including India, Pakistan and Ceylon. Government
policies in regard to tenure, availability of credit and the dissemination of
information also played a significant part in some areas.

Industrial Production

After reaching a high figure of 9% in 1969, the rate of increase of
industrial production fell to just over 6% in 1970. While among the Asian
countries the reduction was only fractional, the rate of increase fell to
just over 4% in Latin America. Mining production which rose at an average
of 8% during the decade grew at just less than 9% in 1970. But the rate of
growth of the manufacturing production declined from over 9% in 1969 to 5%
in 1970, with processed food production declining from 7% to 5%, textiles from
8% to 7%, paper from 8% to 5%, chemicals from 9% to less than 8%, non-metallic
minerals from 10% to 7% and base metals from 14% to 2%, the sharpest fall of
all. (Annex Table B).

Because of the lack of data, it is not possible to make any statement
of general validity on the industrial performance of Commonwealth developing
countries, but it appears that Uganda and Ceylon continued to expand their
mining production, while manufacturing in Kenya expanded rapidly in 1970
though at a lower rate than in 1969.

TRADE

1970 was a favourable year for world trade but, although the total
merchandise trade of the developing countries continued to increase rapidly,
their share in world trade declined further. Both exports and imports of
developed market economies continued to grow faster than those of the
developing countries., On the whole, most of the Commonwealth developing
countries experienced the same trend as developing countries as a group,
showing rapid increase in both their exports and imports.
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TABLE 2 : FOREIGN TRADE IN 1970 AND THE RATE OF INCREASE

F.o.b. value Percentage change from
in 1970 previous year
U.S. $ million
1968 1969 1970

Exports from:

Developed Market Economies 224,700 12.3 15.2 16.3
Centrally Planned Economies 32,990 8.3 10.3 10.9
Developing Countries 54,160 10.2 11.7 9.1
To Developed Market Economies 40,230 11.5 10.7 10.9
To Centrally Planned Economies 2,780 2.8 16.1 6.9
To Developing Countries 10,580 8.0 13.4 3.1
Exports to:
Developed Market Economies 220,240 12.5 15.2 15.2
Centrally Planned Economies 31,220 8.7 9.4 12.3
Developing Countries 57,700 10.0 11.6 11.7
To Developed Market Economies 42,840 11.3 11.2 14.4
To Centrally Planned Economies 4,320 3.6 11.9 9.1
To Developing Countries 10,580 8.0 13.4 3.1

Source: Based on the U.N. Monthly Bulletin of Statistics.

Exports

While the exports of developing countries rose by 9% in 1970,
somewhat lower than in 1969, the exports between developing countries
themselves - after a vigorous growth in the period 1967 - 1969, rose by a mere
3% in 1970. This deceleration was common to all developing regions except for
Africa which experienced faster growth in its exports to the developing
countries as a whole, with a marked expansion in trade with Latin America.
Exports of Asian developing countries to other developing countries were
virtually stagnant but those to developed countries rose faster than in 1969.
All developing regions showed a slow-down in growth or reduction in exports
to centrally planned economies. The major part of the increase in export
earnings of the developing countries as a whole arose from an increase in the
volume of exports, except for Latin America where increased export prices
accounted for the larger part of the increase in value (Annex Tables C and
D).

Commonwealth developing countries as a whole improved their export
positions in value terms, mainly due to improvements in the exports of their
major products. Ghana's exports rose by 22% in 1970 mainly due to a substan-
tial rise in cocoa shipments. Nigerian exports rose by 37%, almost entirely
due to exports of petroleum and petroleum products. Malawi's exports
showed a moderate increase of 10% as a result of small rises in tea and tobacco
Jamaican exports rose by 18%, but those from Trinidad and Tobago were
stagnant. Indian exports rose by 5% but those of Pakistan were stagnant.
Zambia's exports, heavily dependent on copper, suffered a severe blow in
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1970 (exports fell in value terms by 10%), both due to a decline in copper
prices and a decline in production.

TABLE 3 : INDICES OF THE VALUE OF EXPORTS : 1963 =100

F.o.b, value in
U.S. $ thousand 1967 1968 1969 1970
million 1970

Worldd 278.7 140 157 178 206
Developed Countries 223.9 144 161 187 215
Developing Countries 54.8 127 140 157 174
Latin America 14.8 120 125 136 152
Africa 12.4 135 156 182 198
West Asia 10.4 150 165 177 197
South and S.E. Asia 14.6 118 132 152 173

a Excludes the trade of Albania, Bulgaria, mainland China, Czechoslovakia,
German Dem. Republic, Hungary, Mongolia, Korea (Dem. People's Rep.),
Dem. Rep. of Vietnam, Poland, Rumania, U.5.5.R.

Source: Based on the U.N., Monthly Bulletin of Statistics, july 1970.

lmports

Imports of the developing countries grew at about the same rate as
in 1969. While Latin America and African imports grew much faster than in
1969, West Asian imports recorded a much slower growth. For the
developing countries, about two-thirds of the increase in imports can be
attributed to the increased quantities imported, the rest is due to higher
import prices. For Africa, however, more than half the increase in the
value of imports was due to higher prices.

Imports of Commonwealth developing countries on the whole
continued to rise. For Nigeria (55%), Ghana (19%) and Trinidad and Tobago
(11%), this was mainly due to imports of manufactures and capital goods, but
for Malawi (15%) and Pakistan (4%), this was because of higher food imports.

TABLE 4 : INDICES OF THE VALUE OF IMPORTS (c.i.f.) : 1963 = 100

Value in 1970
U.S. $ Thousand

Million 1967 1968 1969 1970
World2 292.0 140 156 178 203
Developed Countries 236.1 145 160 184 214
Developing Countries 55.9 130 141 153 171
Latin America 15.0 128 138 152 173
Africa 10.7 122 129 138 158
West Asia 7.0 142 160 182 194
South and S.E. Asia 18.6 131 138 152 167

a

2 Excludes the trade of Albania, Bulgaria, mainland China, Czechoslovakia,
German Dem. Republic, lungary, Mongolia, Korea (Dem. People's Rep.),
Dem. Rep. of Vietnam, Poland, Rumania, U.S.5.R.

Source: Based on the U.N. Monthly Bulletin of Statistics, July, 1970.
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Terms of Trade

For the developing countries as a group the net effect of the changes
in import and export prices was a 2% worsening in the terms of trade. But in
Latin America the rise in export prices was well above that in import prices,
and the terms of trade improved by an average of 2.5% to a figure about
10% more favourable than that obtaining at the beginning of the 1960's. In
South and South East Asia the price changes were more or less offsetting,
leaving the average terms of trade unchanged at a level more or less
equivalent to that of 1961. For Africa the rise in import prices was twice
the rise in export prices and there was a 3% deterioration in the region's
average term of trade, bringing the ratio in line with that at the beginning
of the decade. This showed an unusual overall stability in the price ratio
at which developing countries' exports and imports exchanged. The 1970
average was virtually the same as that of 1961 and within 2% of the lowest
(1962) or the highest (1969).

THE STATE OF THE ECONOMIC BALANCE

In 1970, inflationary pressures in developed countries spread and
intensified, but this did not affect developing countries on the whole where
price increases did not differ significantly from those of the earlier part of
the decade. Furthermore, the external balance of developing countries con-
tinued to be favourable in 1970 with demand for their exports fairly buoyant.
Dramatic short-term capital movements between developed countries did not
have any major effect on the developing countries. However, increased debt
commitments of many countries may affect their future external balance
positions.,

Internal Balance

In general, price increases in developing countries during 1970
were comparable to those of the previous year and to the increases which
occurred in the developed countries in 1969-70. However, aggregate figures
conceal the wide variations experienced by individual countries. While most
regions were favoured by good harvests and easier food prices, some areas,
notably West and Central Africa, suffered poor crops, and food shortages
had to be met by increased imports.

The fact that, in 1970, the proportion of developing countries which
experienced consumer price rises in excess of 5% was unchanged, indicates
that inflationary pressures were not significantly stronger than normal, but
an unusually large part of that inflation was imported, particularly in Africa,
where the unit value of imports rose by some 7%. This is a disturbing
'situation for those countries which have successfully made efforts to curb
domestic inflation. Ilmported inflation has the drawback that it can only be
cured at source.

To some extent, the rate of inflation was strengthened by changes
in the money supply which, in slightly more than half of the seventy developing
countries for which data are available, expanded by 10%. This, with the
5% increase in production, follows the pattern of recent years. The
proportion of countries where the money supply increased by more than 20%
was slightly higher than normal, but, on the other hand, more countries
showed a decelerating rate of increase.
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In brief, about one-fifth of the developing countries displayed
disturbingly rapid price increases in 1970, Of these, half were continuing
an earlier trend.

These general observations are borne out by the experience of the
Commonwealth. Of the eighteen countries for which data are available, ten
showed only moderate price increases and two - Singapore and Mauritius -
showed a reduction in consumer prices. Ghana experienced a decelerating
rate of inflation as a result of improved production and favourable export
prices which permitted an easing of export restrictions. In India, rising
costs and shortages of steel, cotton and oilseeds strengthened inflationary
pressures and in Nigeria, a shortage of foodstuffs contributed to the
consumer price rise of 13% . (Annex Table E).

External Balance and Liquidity

1t appears from the preliminary data available that in 1970
developing countries as a group were able to finance their imports almost
entirely from their exports. But this conceals the fact that petroleum
exporting countries registered a trade surplus almost equal to the trade
deficit of other developing countries. This contrast between petrcleum
exporting countries and the rest was observable in the regions concerned.

In Latin America, a surplus in Venezuela offset the deficit in the rest of the
region, while in Africa the large surplus of petroleum exporting countries
was the main component of the region's active balance of $ 1.8 million. The
West Asian trade surplus of $ 2.9 billion represents an active balance of

$ 4.2 billion of the petroleum exporting countries and the passive balance

of $ 1.3 billion of the rest of the region. In South and South East Asia
which earn very little from petroleum exports, the 1970 deficit of about

$ 3.4 billion was rather less than that of the two previous years. In the
Commonwealth, out of the eleven countries for which data are available, nine
either increased their trade deficits or reduced their trade surpluses. Those
countries such as India and Ceylon which registered a reduction in deficits
did so mainly because of a reduction in their imports. (Annex Table F).

TABLE 5 : BALANCE OF TRADE AND CHANGES 1IN LIQUIDITY

U.S. $ million

1968 1969 1970

Developing Countries

Balance of Trade a -1516 - 290 - 128
Net Change in Reservesb 1058 1425 2563
Net Change in Other Than 2574 1715 2691
Balance of Payments Items
Developing Countries Excluding
Selected Petroleum Countries ¢

Balance of Trade a -7057 - 6362 - 6855
Net Change in Reserves b 839 1114 1821
Net Change in Other Balance
of Payments ltems 7896 7476 8676
a kbxports f.o.b. minus imports c.i.f.
b Gold, convertible foreign exchange and reserve position in [.M.F.
¢ Countries excluded: Iran, lraq, Kuwait, Libya, Saudi Arabia, Venezuela,

and Trinidad and Tobago.
Source; Some salient features of the World Economy ECOSOC Doc.E/5036.
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Developing countries as a group increased their international
liquidity by about $ 2.6 billion in the course of 1970 ($ 2.1 billion of
Special Drawing Rights are excluded). This almost doubled over the
decade increasing faster than either total production or total imports, thus
increasing the reserve-import ratio even further. These increases
obtained in each of the regions with a marked increase in the reserve
position of Africa and Latin America, both of which also saw a. pronounced
improvement in their reserve-import ratios.

TABLE 6 : RESERVES AS A PERCENTAGE OF IMPORTS

1967 1968 1969 1970
Excluding Including
SDR's SDR's

World 36.74  34.21 30.38 30.42 31,60
Developed Countries 38.17 35.00 30.11 29.94 31.02
Developing Countries 31.25 31.08 30.56 31.97 33.55

In Commonwealth developing countries Ghana, Nigeria and
Pakistan reserves were lower in 1970 than at the beginning of the decade at
18%, 52% and 63% respectively of the 1960 level. These countries also
suffered a pronounced drop in their reserve-import ratio during the decade.
Malaysia, Kenya and Zambia improved their reserves dramatically, at 206%
425% and 257% of the 1960 level, and their reserve-import ratio rose
markedlgf, particularly for Zambia which stood at 1.05 in 1970 (Annex
Table G).

Developing countries as a group used $ 371.2 million of SDR's
i.e. 44% of their SDR allocations (Annex Table H). Of all the regions the
greatest use was made by Asian countries with India and Pakistan using more
than 60% of their allocations. Some countries such as Guyana, Ceylon,
Ghana, Lesotho and Swaziland used up all their SDR allocations while others
such as Jamaica, Gambia, Malawi, Uganda and Botswana made no use at all.
Malaysia, Kenya and Zambia actually increased their holdings of SDR's.

One consequence of the improvement in the external balance
position of developing countries was the flow of resources into the
International Monetary Fund from developing countries which increased from
$ 74 million in 1969 to $ 335 million in 1970. While gross drawings from .
the Fund were further reduced in 1970, repayment of earlier advances were
substantially higher. Only the West Asian region increased its indebtness to
the Fund, but the African region increased its drawings in 1970 and conse-
quently net payments to the Fund declined.

OUTLOOK FOR 1971

The latest O.E.C.D. forecasts suggest a gradual acceleration in
growth of output in the developed countries whose combined potential G.N.P.
growth should approach 53% by the end of 1971. However, in most countries,
the acceleration of output growth depends on rapid increases in demand for
private consumption and so far only limited support has come from private
productive investment. Despite the intensification of inflation in the United
States and United Kingdom, both Governments are inclined towards a policy
of expansion, but recent changes in U.S. policy, in particular the
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imposition of the 10% import surcharge are likely to reduce the expected
increase in world trade below what it might otherwise have been. However,
many primary commodities would not be affected by the surcharge as they are
imported into the U.S. under U.S. quota arrangements, but at present it does
not appear that manufactured goods from developing countries will be exempt.

The National Institute of Economic and Social Research
(N.I.,E.S.R.,) earlier this year estimated that the developing countries would
have a substantial share in any increase in world trade in 1971 although their
total share in world trade might continue to decline. Primary commodity
prices are expected to rise by over 3% by the end of the year so that the
export earnings of the developing countries should rise, possibly enabling
the developing countries to achieve the 6% per annum growth target set for
the Second Development Decade. Production forecasts for the developing
countries are however unreliable because of the heavy dependence on the
performance of the agricultural sector which is subject to the vagaries of
weather and disease. However, as a result of continuing technical advances
and improved cereal varieties pro gress in the agricultural sector should be
maintained and should make a considerable contribution to economic growth,
particularly in Asia. Furthermore, the increasing government awareness of
the possibility of food shortage crises has resulted in more emphasis being
laid on agriculture in national development plans, especially with regard to
the provision of credit and extension services.
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Annex [

Commodity situation and outlook

The main characteristics of overall commodity price trends in
1970, as they affected the trade of the developing countries, were a further
strengthening of foodstuffs prices, a downward trend in those of agricultural
raw materials from April onwards, and a decline in the price of non-ferrous
metals following a slight increase in the first quarter of the year.

Export Price Indices of the

Developing countries.

1963 = 100
1968 1969 1970 1969 1970 1971
111 v 1 11 111 1V 1
Primary
commodities 100 104 107 104 107 106 107 107 107 107
Food 102 108 116 107 114 113 116 119 117 114
Agricultural
Non-Food 94 101 98 101 101 99 98 95 97 95
Minerals 102 103 104 102 103 104 104 104 104 108
Non-Ferrous Base
Metals 165 187 191 195 203 211 205 181 166 166

Source: U.N. Monthly Bulletin of Statistics June, 1971.

According to the calculations of the National Institute of Economic
and Social Research, the price indices of the developing countries' primary
exports rose slightly in the first half of 1970 and then dropped off, but on
average they were 4% higher than in 1969.

As shown in the following table, the prices of the major foodstuffs,
with the exception of rice and cocoa, rose during the year by approximately
11%. Notable gains were made in vegetable oils and oilseeds, tea, sugar, '
bananas and - the most spectacular - coffee, which rose by 30%. On the
other hand, agricultural raw materials, with the exception of cotton, declined
by 9% on average. During 1970, many developed countries, including the
United States, which is the world's largest single raw materials consumer,
experienced strikes and a slowdown in their industrial activity. This was the
main cause of the decline in prices of raw materials and metals, but a
contributory factor was the generally high level of interest rates in developed
countries which disuaded manufacturers from accumulating or holding stocks.
The situation was aggravated by the fact that the high prices of 1969 had
stimulated overproduction of some commodities.

During the year, the prices of the main non-ferrous metals with

the exception of aluminium, tended downwards although only copper, with a
fall of 4%, was lower than in 1969.
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Export Price Indices of Primary Commodities
1967 to First Quarter of 1971

Commodity Index Corresponding
group Index 1963 = 100 %:;tirlgg Previous

First Quarter

1967 1968 1969 1970 1970 1971
Food 102 106 111 105 104
Cereals 102 102 99 94 109
Wheat 103 97 94 S0 90 111
Rice 125 137 130 115 89 99
Maize 99 98 97 110 108 115
Coffee 112 112 118 153 133 96
Tea 104 91 88 98 112 99
Cocoa 110 129 172 124 75 91
Sugar 55 56 66 70 102 117
Agricultural Non-Food 96 101 100 101 99
Fats, Oils, Oilseeds 100 101 109 106 106
Copra 121 106 121 115 97
Coconut Oil 142 119 137 118 93
Groundnuts 103 86 105 110 98 119
Groundnut Oil 102 100 110 118 101 109
Palm Kernels 103 111 98 94 95 102
Palm Kernel Qil 127 110 95 104 105 101
Palm Oil 90 79 78 100 100
Linseed Oil 111 112 107 93 99
Linseed 105 101 94 90 101
Soya Beans 105 100 97 107 101 111
Soya Bean Qil 109 100 100 100 100 100
Cotton Seed Oil 120 118 118 100 100
Textile Fibres
Cotton 100 103 97 103 104 102
Jute 116 112 121 112 87 97
Sisal 49 46 45 41 93 93
Rubber 75 73 99 82 101 79
Minerals 102 104 109 104 105
[ron Ore 95 94 93 98 103 101
Copper Ore 169 181 220 215 130 66
Tin Ore 132 125 137 144 114 93
Bauxite 110. 126 145 111 118
Petroleum 100 100 100 100 100 106
Non-Ferrous Base Metals 150 168 175 121 84
Copper 166 180 205 207 127 75
Tin 132 124 137 145 116 92
All Primary Commodities 101 100 104 107 103 103
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In general it seems likely that there will be some recovery in
world import demand for primary commodities in 1971, particularly for non-
food products. However, because of time lags, the effect on export earnings
may not become apparent until late in the year. There will be, moreover,
some variation in the situation between commodities depending on the balance
between supply and demand for individual products.

A review of the situation and outlook for selected primary
commodities produced in the Commonwealth is contained in the following
sections.

Agricultural Food Products

Rice:

There have been as yet no improvements in the conditions which
led to a downturn in rice prices in early 1968 and rice prices remained
depressed throughout 1970. As world paddy production in the 1969/70
season reached record levels, quantities available for export increased
considerably but at the same time, record crops in India, Ceylon and South
Korea reduced demand from these traditional importers and on balance, rice
exports showed no increase in 1970. Furthermore, Japan, traditionally a
net rice importer, became a net exporter. Significant changes in the
situation are unlikely in the near future. Although exporting countries are
now restricting production, improved varieties and better methods of
cultivation result in higher crop yields.

Sugar:

During 1970, for the second successive year, the International
Sugar Agreement operated with export quotas at 90% basic tonnage. World
production of sugar in the 1969/70 season reached 73 million metric tons, an
increase of 5 million over the previous year. Notable gains were made in
India and Pakistan. Consumption continues to rise annually by about 3.5%,
mainly in Asia,

The price of sugar on the free market rose consistently through
the year and in December 1970 reached its highest level since 1964. On
average, 1970 prices were 15% higher than those of 1969. With the price rise
continuing into the early months of this year and with prospects of a tighter
demand/ supply position developing, export quotas for 1971 were set at 100%
under the Agreement for the first time.

Bananas:

As a result of the 1969 hurricane damage to the Central American
banana crop, the world supply situation in early 1970 was tight and prices
rose, but towards the end of the year the supply situation eased and world
trade in bananas for 1970 increased by 1%.

Coffee:

During the 1969-70 season, the prices for all four types of
coffee specified by the International Coffee Authority remained high,
occasionally exceeding the 1.C.A. ceilings. The strength of prices resulted
from the unfavourable outlook in Brazil where frost, drought and leaf-rust
disease were expected to reduce the harvest. It was this expectation of
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reduced production which kept prices up when the 1970/71 season opened in
October 1970. Export quotas were raised to 54 million bags with 4 million
bags in reserve, but by February 1971 prices were falling and the quotas
were reduced. By April, however, prices had recovered. Estimates
suggest that total world production for the current season will be low - 57.9
million bags, although in East Africa the crop is expected to increase as a
result of improvements in the control of coffee berry disease.

Tea:

The consistent downward price trend which has characterised
world tea markets during the last decade, was halted in 1970, largely as a
result of the decision to remove from the \vorld market 90 m11110n pounds of
black tea and to restrict exports. Although there was some improvement,
prices were still below 1967 levels.

During 1970, production gains were recorded in North and South
India and prices for the top Indian grades were strong. Poor weather
reduced output in Ceylon but high levels of production were maintained in
Uganda, Tanzania and Malawi and output rose significantly in Kenya.

Tea sales at the London Auctions dropped in vc;lume, but U.K.
stockbuilding and increased demand from the Middle East pushed prices up on
average to 12% more than in 1969.

The widening gap between tea production and consumption is the
most pressing problem for the future and the need for limitations on new
plantations is becoming apparent. New campaigns to promote consumption
are necessary although, for the present, the high coffee prices will have
some favourable effect on the tea market. Any major increases in consump-
tion must, however, come from the producing countries themselves, India,
for instance, with its large population could make a considerable impact on
the market by increasing per capita consumption by even a very small amount.

Cocoa:

Throughout 1970, cocoa prices, influenced by crop scares and
reports of changed sales policies in producer countries, fluctuated between
new lows and new highs,

Production in 1970 reached 1,416,000 tons, an increase of
approximately 200,000 tons over 1969, African production in particular
rose. World consumption of cocoa fell in 1970 and for the first time in five
years, production exceeded consumption. As a result, after four successive
annual price increases, cocoa prices fell by 25% in 1970.

In April 1971, the Statistical Committee of the F.A.O. study group
on cocoa predicted that the increase in production in 1971 would be proportion-
ately smaller than the expected recovery of consumption, but nevertheless, a
small cocoa surplus is expected in 1971.

Vegetable Qils and Qilseeds:

World production of vegetable oils and oilseeds in 1970 is
estimated at 23.5 million tons, i.e. a rise of 5% over 1969. The coincidence
of strong demand for edible oils from importing countries and a tight supply
situation pushed prices up. Price increases for the main vegetable oils
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ranged from 9% for coconut oil to 55% for sunflower oil; copra increased by
10%, soya bean oil by 46% and palm oil exceeded its 1969 price by 44% at its
highest price since 1956. Prices of groundnut and groundnut oil rose by 11%
and 14% respectively as West African production declined. Although
groundnut production in India increased, most of the additional crop was
consumed domestically.

Commonwealth vegetable oil production improved to 4.4 million
tons. Malaysian exports increased with growth in palm oil output.
Nigerian palm oil production rose but most of the increase was absorbed by
the domestic market.

In the first four months of 1971, prices of all the major oilseeds
levelled off, reflecting the expectation that, although demand would remain
high, the supply situation would improve later in the year.

Agricultural Raw Materials

Cotton:

World cotton production in 1969/70 at 51.5 million bales (480 1bs.)
was 4% down on 1968/69 and only a slight improvement is forecast for 1970/71.
Consumption of cotton rose to a record 53 million bales in 1969/70 and
should increase by about 1% in 1970/71. Consumption may fall slightly in the
developed countries but modest gains are expected in some developing
producer countries as local textile industries are encouraged.

Cotton prices during the first few months of 1970 were hesitant
but strengthened through the remainder of the year and into the early part of
1971, On average in 1970, medium staples increased by 4% and long and very
short staples, which were in short supply, rose further in price.

Despite competition from synthetic fibres, world demand for
cotton maintains a steady growth which is expected to continue for the eighth
successive year in the 1970/71 season, but recent anti-inflation policies in
many countries may temporarily curtail expansion, particularly in the U.S.A.
However, increased cotton usage is expected in Asia in 1970/71, possibly
necessitating a drop in stocks. This situation should give rise to firmer
prices to the limit of competition from synthetics.

Sisal:

Following the collapse in February 1970 of the informal
international quota and minimum price arrangements for sisal and henequen,
there was a marked decline in prices which continued through the year till
October when the average price of the indicative grade was down by 12%.
Since October, with African stocks reduced and output affected by poor
weather, prices have recovered considerably. The outlook is again more
hopeful following the meeting in May 1971 of the F.A.O. Consultative
Sub-committee on Hard Fibres when agreement was reached by producing
countries on a new di stribution of export quotas for sisal and henequen, thus
re-establishing the informal arrangements for market sharing.

ute:

The 1969/70 jute season witnessed a recovery from the poor
performance of the previous season, but the low carry-over stocks and
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greater mill capacity in Pakistan created a tight supply situation for raw
jute, and between March and June 1970 prices were pushed above the
recommended ceiling. In July, Pakistan introduced a bonus scheme on raw
jute exports enabling export prices to return within their recommended
limits. On average, 1970 prices were 4% lower than in 1969.

The outlook for jute in 1971 depends on the rate of return to
normal conditions in East Pakistan and on the ability of producers to
withstand competition from synthetics.

Rubber:

Prices of agricultural raw materials in 1970 were generally
weak and rubber was no exception. On average prices were 19% lower
than in 1969. This decline reflected a slump in demand from the developed
countries mainly due to short term factors, viz., the slow-down of economic
activity in the U.S.A. and strikes in the automobile industries of North
America and the United Kingdom. The likelihood of a price recovery in 1971
is limited. Although demand for rubber is increasing as industrial expansion
is renewed in the United States, high stocks remain in South East Asia and
there is a possibility that the U.S. Government may sell from its strategic
stockpiles., More disturbing is the long term threat from synthetics,

Non-Ferrous Metals

Copper:

In 1970, there was a change in the situation of recent years when
there has been a metal shortage following the 9-month U.S. strike of
1967/68, supplies rose as world mine production reached record limits.
Throughout 1969 and early 1970 copper prices were held firm by the high
level of demand from Japan and the Communist Bloc, but by April, prices
were moving downward. On average, for the year, the London Metal
Exchange price was 4% lower than in 1969. Among the main factors
underlying the decline were the slowdown in the United States economy, sales
of excess stocks in Japan, the high level of stocks held in London and the
removal of the obligation on American producers to lay aside part of their
output for national defence purposes., The downward trend outweighed the
effect of stoppages in Chilean mines and the reduced output of Zambian mines
as a result of the Mufulira disaster.

Copper consumption in 1970 was, on balance, unchanged, the
drop in U.S. consumption being offset by an increase in European.

Copper prospects for 1971 depend largely on the extent of the
economic recovery in North America and on whether the threatened U.S.
copper workers' strike takes place. The market may be strengthened by the
U.S. Government buying to replenish its stockpiles which are allegedly low.

Tin:
In 1970, world tin supplies were well above the estimates made at

the end of 1969. Consumption remained unchanged and the shortfall in supply
was made up from commercial stocks and a reduction in buffer stocks.

Tin prices fell between January and July and November and
December. In mid-year the market became unsettled by reports of possible
sales by the U.S. Government from its strategic stockpiles. When it was
announced that there would be no such sales, L.M.E. tin prices (cash metal)

rose by £80 per ton. 132
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