
This work is licensed under a 
Creative Commons 
Attribution - Noncommercial - NoDerivs 3.0 Licence. 

To view a copy of the licence please see: 
http://creativecommons.Org/licenses/by-nc-nd/3.0/ 

http://creativecommons.Org/licenses/by-nc-nd/3.0/


Cr 

(fS^i 

Philip Me.crwa. 

E.D.R.P. [°\ 

21.1.64. 

" COMMODITY MARKETING AND STABILISATION". 

This is a subject which has been discussed fairly 
thoroughly by economists — especially during the post-war period. 
It is now, I venture to suggest, a subject of greater importance 
and urgency than ever. The reason for this is simple: most under-
developed countries are now engaged in economic planning and they 
are finding that one of the greatest constraints they have to deal 
with is shortage of foreign exchange with which to import capital 
goods. Developing countries today need to have stable and expand-
ing foreign exchange earnings. In Africa where most countries are 
at the earliest stages of economic development this requirement is 
reinforced by the fact that most of these countries have just 
obtained politica.1 independence while economically they are still 
(and they are very much aware of this) heavily dependent — de-
pendent in two senses: (a) they still depend on their former 
colonial masters for the sale of their exports ê nd source of their 
imports; (b) they depend on one or two commodities for their foreign 
exchange earnings (and often these earnings are substantial propor-
tions of their GNP) e.g. in 1961 82% of total export earnings of 
Senegal came from groundnuts, groundnut oil and groundnut cakes. 
In the same year 60% of Sudan's total foreign exchange earnings cane 
from cotton; for Egypt this crop contributed 70% of total export 
earnings, (l) 

(l) The following table brings out the importance of certain 
export commodities in selected African Countries. 

Share of Principal Export Commodity 
in Total Esports - Average 1950-1958 

Country Gorxiodity % share-average 
1950-1958 

Mauritius Sugar 98.5 
Gambia Groundnuts 94.3 
Egypt Raw Cotton 79.3 
Liberia Rubber 73.2 
Ghana Cocoa 72.7 
Sudan Raw Cotton 62.9 
Rhodesia & Nyasaland Copper 58.0 
Ethiopia Coffee 58.7 

Book 
Number 

Source: Quoted, from the Yearbook of International Trade 
statistics, by the E.G. A. document E/CN.14/68 

NB: The importance of sisal, coffee, cotton, tea in East Africa 
does not need to be emphasised. 
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Another reason, which makes the problem of cor.xiod.ity marketing 
and stabilisation important and urgent today is this: that in most under-
developed countries population is increasing fast and therefore these 
countries have to rapidly increase their outputs and diversify them-
selves in-order-to feed the rapidly increasing population. In East 
Africa for instance where population increase is well over 2% per annum, 
we can expect population to double in 25 - 30 years. The important 
question to ask .is this, will the agricultural output also be doubled 
in this b'rief'period? (2) If it is not doubled then it means that 
the standards.of living m i l fall — and, therefore, in order to avoid 
this agricultural output must be increased by more than the rate of 
increase of population. This brings me to what I consider to be the 
ultimate solution of'this problem in underdeveloped countries: namely 
that there must be industrialisation and diversification of patterns 
of production in order to bring about some measure of balanced growth 
between the two main sectors (primary sector and secondary sector) 
at both the national and international levels. This, I would like to 
emphasise, is the ultimate solution. All the other measures we can 
think of are no more than palliatives — although this is not to sug-
gest that these palliatives are not important. But this is to antici-
pate our conclusions. 

In order to understand the problem of commodity marketing 
and stabilisation there are a number of things which sould be kept in 
mind: (a) that the so-called industrial countries themselves produce 
the bulk of the world supply of food and raw materials e.g. it is ̂  
estimated that North America, Western Europe and Japan produce 90<%> of 
the foodstuffs and 70% of the raw materials they consume. It is also 
worth mentioning that some of the major wo.rld exports of primary pro-
ducts e.g. wheat, come from the developed countries. (b) That 
there is very little trade between the underdeveloped countries them-
selves (usually only 10% of their total volume of trade), e.g. in-
1961 Africa: exported abroad $ 6,550 million but intra-African exports 
were worth only $ 520 million. For most countries, however', the pro-
prcportion of their trade with other African countries isas much 
smaller than ?/hat can be inferred from the above figures — for the 
bulk of intra-African trade is trade between South Africa and Rhodesia 
and Nyasaland (actually 50% of recorded intra-African trade is trade 
between these two countries). (3) There is also a bit of trade 
between French-speaking North African countries and the French-speaking 
West African countries, (o) that most underdeveloped countries, as 
already mentioned, depend on. -one or two commodities for their foreign 
exchange earnings, (d) that' virtually in all cases no underdeveloped 
country is capable of tackling the problem of price stabilisation on 
its own and, therefore, concerted or international effort is required. 

These -joints are s.upposed to be introductory. For the 
purposes of our discussion I suggest that we try to answer the following 
questions: (a) Ti/hat is the nature of the problem, in commodity market-
ing and stabilisation, facing the underdeveloped countries? (b) What 
national measures can a country employ to mitigate the effects of ex-
port price instability? "What international measures can be taken to 
solve the problem — if a solution is possible? (d) What role can the 
consuming counries play in solving this problem? 

• • I will not atter.pt to answer the above questions in detail but 
I will mention one or two things which I consider to be important and 
on which we can base our discussion. 

(2) This ob viously, is simplifying a difficult problem and 
one should not just think of agricultural output- it is total output 
of all goods and services which is important. The rate of increase 
in population is not uniformly high but it Las been estimated that even 
if Africa doubled her agricultural out-put she cannot hope to raise the 
national income per head by snore than 0.5%. 

(5) There are a. few countries in Africa, however, which depend 
very much on other African countries for the sale of their exports. For 
instance in 1961 81% of upper Volta's exports went to Ghana. These ex-
ports were almost wholly live animals. The corresponding figures for 
Niger and Mauritania, a~ain in the same year, were 55% and 75% respectively. 


