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PAHRELJE...v PtE:: dYfddCTi,GRUFPFOR
BLY OG SLIK OG VIRK.SOINETErt

Efter oppfordring ov P.:Hs duLertg Co-ordinating
Cosmittee for Internotionol 00=editv 1,g1'oementsble

det holdt et orienterende mote i LenClon12. september
195-bmed deltogelse 2V j)3lond om den krtse som vor
oppstatt for bergvelcp,og 50elteverk sosifdlge av at
overflddir store utbud av bly og sink hodde trykket
prisene til et katostrefolt

Veb foregende SrJftelser her h:jcmcekoo stridesorte-
mentpt til den oppfatning ad det trenrtes croduks:ens-

reRulerinr, alternotdvt cpplaurInc ov ovarskoddskvantlteter

for d oppnd stnbiliserinr nv morkmdet- Ifolre ossdroo7;

fro 9tenriksdenarteen9::L represente:1=ed±rektoF Roler
Engel ijcrgepd Londonemøtet or de f‘dgende toter.

Forblet med ICCICA-m.3tetvor undersøke morkedsvenske-

llghetene og tilrd mutige tiltor, cen for:toliteterkrevet

lang tdd or ulike interesser gjoiïicJOL vonskelig å fU

fortgang med konstruktive tIltok.

Pd et nytt mste i Geneve le. nov:Tn v 11 ble det enighet

om oserettelse av Sen Internomenels :;tddlerrupsemed Tersis

of Reference som foresldtt i dok. F/CO:iF.29/ntriav 19.sept.

itui'ocru-cDflnhe eto:)lortv et ee5e t:te I . fork

4. cod:19.1t1;nvor Pules of F )ceddre ule vedtatt, ref. dok.

E/C=. WAC 1/R2.

Studiegruppen er dpen for alle 1,-medlemmer sOFF:har
betyereligeinteresser i bly orr,sink.

net =r berernet st cbuLedt.enei tud:1*;run r r=ee•ntere.

91 av verdensproduksjonen ov sinkmairi,Cd rivverdens-
prodJlksjonenav sinkmetall cg 0O ov forbruket utenfor


(ostblokken.

PeltageriPbdene bot,= Studie[Tbusnoss051105tningensom nu
beldper seg til 122.000 nrlig tli dckning av sekretari-




stet or avholdelse av bbter sott utrivelse nv mlnedldge

stotistiske oppgaver over produksjonen, ftrbbk, oris-
notepingterro.v.
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Som regel holdes det plenumsmøte i Studiegruppenen
gang årlig. Forøvriger det en ståendekomite som kan tre
sammenpå kort varsel, og det er en rekke arbeidsutvalg
som har behandlingav aktuellesaker og utredningav
spørsmålav interesse.

Studiegruppensinnsamling,bearbeidelseog distribuering
av statistikkhar wort særdelesnyttig til orientering
om forholdeneog utviklingen.

Mens den langtekkeligebehandlingav mulighetenefor
reguleringstiltakforegikki Studiegruppenfortsattede
svake konjunktureri årene fra 1958 til 1963, men i det
år ble det et oppsvingsom utviklet seg til knapphetpå
forsyningerog en betydeligprisstigningi 1964.

I forventningom denne utviklingble det på Geneve-møtet
høsten 1963 fra norsk side anbefaltrealisasjonav
overf1ødigeamerikanskestrategiskelagerbeholdningerfor
å skaffe større,prompte forsyningerog dervedpå den ene
side å lette den anstrengtemarkedssituasjonog på den
annen side å minske de fastfrystelagerbeholdningersom
måtte forutseeså kunne trykkemarkedet i fremtidigenye
depresjonsperioder.

På møtet i den ståendekomite i New York 28. februar1965
foresloNorge å benytte situasjonentil nærmerevurdering
av en råvareavtalefor bly og sink, og man fikk medhold
i utarbeidelseav et utkast til en slik avtale.

En redaksjonskomitemed direktørFangel som formannog med
deltagelseav S.L. Kaul fra India,GonzalesSosa fra Mexico
og Witold Jurasz fra Polen og med medvirkenav lederenav
FN.sråvareavdelingi New York, Perce Judd, møttes i
Oslo 5.-9. mai 1965 og utarbeidetet avtaleutkastsom ble

rei. vedlagteiotokopi.

Flere utviklingslandog østblokk-landstøttettankenom
en internasjonalråvareavtalefor bly og sink, men flere
industrilandmente at det måtte foretasvideregåendestudie]
før noe standpunktkunne tas.

I mellemtidenvar det i juli 1964 blitt bekjentgjorten
produsentprisfor sink som de store smelteverkfulgte
utenfor Nord-Amerikaog som viste seg å få en modererende
virkningpå markedet.

Under disse omstendigheterble det mindre behov for den
påtenkte internasjonaleråvereavtalesPIlenge ordningen
med produsentprisior sink ble opprettholdtmed rimelige
resultaterfor produsenterog forbrukere.
Produsentprisenfor sink har i de følgendeår vært holdt
stabil i lange periodermen er av og til blitt regulert,
vesentligsom følge av inflasjonenog endringeri valuta-
kurser.Noteringenepå Londonmetallbørsogså i årene efter
1964 har vært utsatt for store svingninger.

I 1977 er det imidlertiddessverreblitt et sammenbrudd
av sinkmarkedetefter en intervensjonav det amerikanske
Justisdepartementoverforprodusentprisen.



Draft for consideration

Develo ment of an internationalarran ement for le d and zinc


Coveringnote

In accordancewith the decisiontaken at the nineteenth

sessionof the Standing Committee,the attachednotes have been

drafted to afford "an outlinefor considerationby the Special

Wor.kingGroup of the InternationalLead and Zinc Study Group".

The notes were prepared in the first instanceby a small

group, which under the leadershipof

Mr. Holger Fangel (Norway)

and with the participationof

Mr. S. L. Kaul (India),

Mr. Gonzalez Sosa (Mexico)and

Mr. W. Jurasz (Poland)

convenedin oslo 5 to 9 May 1965. The latter presentat the

invitationof the group. The group gratefullyreceivedthe

guidance of Mr. Perce H. Judd from the Secretariat. The

members of the group acted primarilyin their personalcapacitiesan,

convenedinformally.

The draftingcommittee,which had been formed on this

subject (paragraphs25 and 26 of document LZ/SC/Min.16)decided to

circulatethe notes as a convenientbasis of discussion,it being

understoodthat these notes do not in any way bind any of the

Governmentsconcerned.

The draft takes into account recent submissionsby

Governments (LZ/SC/71and add. 1 and 2) as well as other discussions

in the Study Group. It is hoped that the notes may stimulate

commentsand observationsat the forthcomingmeetingof the Special

Working Group.



I. Introduction

1. A number of Governmentshave stressedparticularythe value
of an internationalarrang,mentfor dealing with surplus
conditionsin commoditymarkets, while other have stressed
its possible usefulnessfor dealing with shortages.

It is a fact that surplusconditionstend to cause severe
depressionof prices and lead to economicdifficultiesfor
industriesand countriesand hinder sound developmentof
production,whereas periods of shortagemay cause excessively
high prices detrimentalto consumersand thus may limit the
use of the commodity,which in the long terms may be
disadvantageousto producers.

The most importantcontributionof an internationalarrangement
may be to lessen the extent of the variationsbetween surplus
and shortageconditions, thus bringinga greater stability.
It is obvious that violentand excessiveprice fluduationson
basic raw materialsas lead and zinc are dangerousto both
producersand consumersand have adverserepercusionson
executionof plans for economicdevelopmentas well as financial
operations.

2 A recent report of an UN Committeestressedthe nced for
continuityin the negotiationsfor commodityagreements,
document par. . In this report attentionwas drawn to

the fact that frequentlyinterestsin commodityagreementshave
dwindledas result of improvedmarket consitionsso that no
mnchinerywas subsequentlyavailableat the time when it was
needed.

There is no reason to delay making a study of the value of an
internationalagreement in lead and zinc and of the kind of
arrangement,which might be followed,if such an agreementis
to be.effective. The rapid fall in prices for prompt lead
deliveriesfrom £ 152 to £ 109 per ton in the 8 Weeks prior to
the meeting of this Group emphasizesthe rapidity,with which
market changes can occur.



Furthermore,at the United Fations Conferenceon Trade and
Developmentin Geneva in 1964 it was agrred that effortsshould
be made to developagreementsin a wider range of commodities,
particularyfor the purpose of providingassured income for
developingexportingcountriesand so prevent interference
with their developmentprogrammesbecauseof lack of export
proceeds.

On the other hand, the interestsof developingimporting
countriesmust also be taken into account.

An internationalcommodityarrangementin lead and zinc can be
formulatedin such a way as to bring benefit to producersand
consumers, to exportersand importersalike.
The effectiveworkingof the agreementshould be made a matter
of joint responsibility,and the effortsnecessarywould need
to be shared by all.
Through the InternationalLead and Zinc Study Group producers
and consumersin all countrieshave co-operatedin joint efforts
since 1958.

It now seens importantto develop effectivestabilization
measures before new problemsarise.

II. Objectives

for an internationalagreementfor lead and zinc may be along
the followinglines:

1. Establishmentof stabilityof the lead and zinc markets -
a ensuring :idPqnnteand continuous supplies,
b avoiding excessiveand violent price fluctuations,

which are detrimentalto all countriesand particularyto
those in the course of development,

c achievingfair and reasonableprices -
sufficientlyhigh to enable regular,long-termoperation
of efficientmines and to allow explorationand development
of new ore fields for future requirements,

sufficientlylow to be attractiveto consumersand thus
also stimulatebroad use of these metals, includinglarger
consumptionin developingcountries,

2. Preventionof depressionperiods,causingclosingdown of mines
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and wasting of ore reserves,t,hichmay be needed in future,
Avoidanceof social problems,caused by unstablework and
unemploymentat mines and smelters,particularyin remote places,
where there is less opportunityfor other employment.
Improvementof the financialposition,particularyin developing
countrio'sdependingupon reasonableprice.levels for ores and
metals,

Assuranceof regularmarkets, particularyfor nxport from
developingcountries,which in lack of sufficientdomestic
consumptionare dependingupon outlet in developedcountries,
Assurnnceof regular suppliesto the consumingcountries,which
for their requirementsare dependingupon exportingcountries.

III. Methods of achievingthese objectives:

Amongst the variousmeasures,which may be used to obtain the
beneficialresultsof an agreement,are:

A. Co-ooerationbetweenGovernmentson such basic matters as:
Collectionand publicationof statisticson production,
consumptionand stocks,
Continuousstudiesof market trends,

I. Developmentof increasedproduction,
4. Promotionof increaseduse of lead and zinc.
The InternationalLead and Zinc Study Group is alreadymaking
a substantialcontributionin some of these matters such as by
publicationof the monthly BulletinLend and ;:,incStatistics.

B. Buffer stocks.
Roth in the submissionsby Governmentsand in earlierdiscussions
in the Study Group a number of Governmentssuggestedthat the
lead and zinc markets would best be served by an international
agreementalong the lines of the Tin Agreement,which is
essentiallya buffer stock arrangementsupplementedby export
quotas. Such a scheme imposesa minimum of interferencewith
the market since the managementwill not be buyingand selling
while the prices remain within the range between the agreed
floor and the ceiling.

Two difficulties,however,would need to receiveattentionin
the case of a general buffer stock arrangementfor lead and zinc:

r-
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I. The apantities of buffer stecks for these metals would
need to be.adequateto deal with shortageconditions.
Such a need is apparentfrom the experienceof the Tin
Agreement.

Sufficientbuffer stockswould be essentialto take care
of the interestsof consumingcountries.

2. The financing of an adequatebuffer stock for lead and zinc
may be foreseento place strain on the producingcountries,
particularythose in the course of development.
Accordinglythe InternationalBank for Reconstructionand
Developmentmight-be requestedto examine the possibility
of securing some internationalfinancefor general buffer
stocks of these metals.
The questionwould also arise as to whether the buffer stock

- should be partly financedby consumersas well as producers.
C. Establishmentof.a reasonablee uilibriumbetween supply and

demand for lead and zinc on a global basis by ad'ustmentof
availibilitiesto re uirements:
1. in periods of surplusby such measuresas:

curtailmentof productionwith the modifications,which
may be deemed necessaryunder certain circumstances,
buildingup of stocks,
suspensionof release of Governmentalstockpiles,
limitationof exports.

2. Adjustmentof availibilitiesto requirementsin periods
of shortage
would call for possibilitiesto draw on existingstocks and
grenter use of scrap to cover demand above current
production.

D. Access to all markets would allow a free flow of ores and metals
to all parts of the world and would thus give consumersan open
opportunityto economicsupplies. Thereby the use of lead and
zinc could be stimulatedto the long-termadvantagealso to
producers.

E. Co-ordinationof policiesand aims of long-termplans.



IV. Mechanism for consideration:

A. 1. Desired floorand ceilin- of the market
It is found advisablethat the prices in the open world
market, as expressedby the quotationsin the LondonMetal
Exchange,should be allowed to fluctuatewithoutinterference
hetween certain limits in order that they may indicatethe
trend of the market and thus may be a guidanceto timely
actions.

For the time being it is considereddesirablein the
long-terminterestsof producersand consumersto take
steps to counteractlarger fluctuationsthan between

(£ ) per ton lead and
(£ ) per ton zinc as floor prices and

(£. ) per ton lead and
(£ ) per ton zinc as ceilingprices of the market.

	

2. Curtailmentof roductionsshould be effectedjointlyby
an agreed percentagebelow basic quotas,which should take
into account actual productioncapacity.
Exceptionsmay be necessary-

when consumptionin own countryincreasesmore than
the assumed curtailment or
when producersabsorb into individualfrozen stocks
metal correspondingto the unfulfilledshare of
curtailmentof production or
when Governmentsagree to import and store metal
correspondingLo the quantities,by which their
domestic producersfail to fulfill curtailmentplan or
when Operationsare determinedby centrallyplanned
economyof the country.

	

3. Perindsof sur lus

The market should be consideredto be exposedto a surplus,
when the prices in the open world market, as expressedby
the quotationsin the LondonMetal Exchange,during a
period of L—jo_t consecutivedays have been depressedbelow
the intended,above mentionedfloor pricesof

(£ ) per ton lead or
(£ ) per ton zinc.

Notificationof the state of surplusshould be given by
the Secretariatof the InternationalLead and Zinc
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organisationwhereuponmeasures to cope with the situationshould be
effected by all partieswithin 7-30_7 days.

The adiustmentof availibilitiesmay be agreed in advance
to a certnin ercentae of the basic quotas for introduction
automaticallywithin the above fixed period,which would give
the measuresn definiteand effectivechnracter,or the size
of the adjustmentmight be decided in each occasionby the
GoverningBody, which woUld give flexibilityto the measures.

Should the positionof the market deteriorateto such a degree
that the prices in a period of L:30:7 consecutivedays are
depressedbelow

(£ ) per ton lead or
(£ ) per ton zinc,

the Lecretariat/Standing Committee/Councilof the International
Lead and Zinc organisation7may declare a state of emergency.

In such a case the curtailmentof availibilitieswithinL730_7
days after such declarationmay be estendedby an additional,
priorilyagreed percentageto cope with the more servere
abundance,or the GoverningBody may decide the size of such
additionalcurtailmentaccordingto circumstances.

ln cace of surplus,the consumersshould give specialconsideration
to supply from producersin countriesperticipatingin the
co-operation.

4. Periodsof shorta e
The market should be consideredto be exposed to shortage,
when the prices in the open world mnrkpl„,ns expressed by
the quotationsin the LondonMetal Exchange,during a period
of /-30:/ consecutivedays have been higher than the intended,
above mentionedceilingprices of

(2 ) per ton lead or
(£ ) per ton zinc.

Notificationof the state of shortageshould be given by the

Secretariatof the InternationalLead and Zine organisation.

The possibilitiesto mect the problemsand inconveniencesof
n shortagerespectivelyrapid increasein requirements,would
seem to be:

a. Rapid execusionof plans preparedin advance for increaseof
productioncapacitieson basis of running studiesof short and
long term trends,
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b. Extraordinarysuppliesto the market above current productioas a relief to consumersand to help to keep prices atmoderate levels.

This would mean that promptlyafter the notificationof thestate of shortage,producers'frozen stocks and otheraccumulatedbuffer stocks should be released,although salesshould not be made at lower prices than the agreed ceilingsso as not to be.to disturbanceof outlet for normal supplies.When no frozen or other commercialbuffer stocksare availabl,
the only possibilityfor needed additionalsupplieswould seer
to he releaseof non-commercialstocks.Under such circumstancesit would be urgent to requestforrelease of Governmentalsurplus stockpilesto the extentnecessaryto avoid severe difficultiesfor consumers.During periodsof shortage,producersshouldmarket theirproductionat prices,which should not be higher than the agreed

limits.

In case of shortage,the producersshould give specialconsideratj
to the coveringof demandsfrom consumersin countriesparticipatingin the co-operation.

5. When after introductionof the agreed actions,the open world

market, as expressedby the quotationsin the LondonMetalExchange,during a period of L-30_7 consecutivedays have notbeen below the floor level in case of a past period of surplus,
or have not been ahove the ceiling level in cr)seof a past period
of shortage,the Secretariatof the InternationalLead and Zine
organisationshouldgive notificationof such positionand the
adoptedmeasures to adjust availibilitieswould cease withinL:30_7 days.

B.Liberalizationof the trade in lead and zine ores and metals would
give broaderoutlet and would thus be an effectivehelp to stabilize
the market.

Followingmeasureswould, therefore,be of considerableimportance:
1. Reductionof presentimport duties by an agreed annual percentage

with the aim that these basic raw matcrialsultimatelymay befree of charge of duties,which mean a burden to consumption,
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Liftin of resent im ort uotas by an agreed annual

percentagewith the aim of an ultimatefree flow of

supplies,

Abstentionfrom similarforms of su ort, such as subsidies

of uneconomicalproduction,and abstentionfrom introduction

of new import duties or restrictions.

Force Majeure

In case one of the co-operatingparties should be exposedto

circumstances,which would cause that the fulfillmentof the

obligationsin the agreement.wouldcreate extraordinaryand

severe hardship,the L:StandingCommittee/Council_7of the

InternationalLead and Zinc organisationmay on applicationfrom

the party concernedwaive the claims of fulfillmentfor the

durationof such hardship.

Chai e in basic conditions

The GoverningBody may be called upon to considerand

decide substantialproblems,which may arise in the course

of the operationof the agreement.

Duration

The agreementshould be ruling in a first period of LT3j7 years

after signature.

When 7-2_7years of the agreementhave elapsed,the advisability

of a prolongationshould be jointlyconsideredby the co-operating

partieswith the view that recommendationsshouldbe made within

L-62 months before the expiraLlonof Lhe agreemenL.

10 May 1965


