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I, INTRODUCTION

Tﬂe‘forging of closér links between the countries producing oil and some
other raw materials, the nationalization of extractive industries, the
sharp price rises occurring over the last three years, and the final
declaration of the tenth Special Session of the Urited Nations Ceneral
Assemhly amply justify a serious examination of possible future préblems

in the supply of raw materials for Eurcpe. \

In the short term, the raw matgrials supply situation seems fer less
serious than,'although not unconnected with, other current economic
problems - 1nf1at10n, the threat of recession, adverse balances of
payments the use presently belng made of petrowlollars, and the danger
of a return to protectionism and the consequent disruption of world trade.
Moreover, the risk of an absolute worldwide shortggo of most essential
materials is, in the view of experis, extreﬁely slight. Nevertheless,

Burope is facing a real and serious problem,

Historically, EurOpe became the world's first in&ustrial power because
she was the first to extract coal, and iron, copper and zinc ores etc.,
from her soil, And, when she had exhausted or had aimost exhausted her
then known mineral resources she had to import the raw materials needed
to supply her industries, Compared with &ll the other regioms of the
world,. the density of Burope!s ﬁopulation and industry; and the lghgth
of time during which her own matural resources have bheen exploited, have
turned3her'in@o a region specializing in the processing of raw materials

fram other continents which she then reseclls to them as finished prcducts.

'OnLy'one other power is faced with the same prohlem, and even more acutely,
namely Janan, which has for long been aware of the risks inherent in such

a situation and has developed a systematic pOllCJ o’ raw materlal supplies,



‘The other non-Daropean industrialized nations (USA, Canada Australis,
South Africa, USSR) are markedly less demsely populated ‘bha.ﬁ Barope or
 Japan, They also possess considerably greater mineral resources which,
moreover, because they have been more recently developed, héve not yet
been exihaunsted, Consequently,‘ some countries have been devoting more
and more attention to the problems raised by the exhaustion of natural

resources and by export restrictions,

In recent decades, the risks involved in Burope's higher level of
dependences on imports than other continents' have continued to multiply.
Increa.s'i.r;gly, less developed countries are nationalizing foreign
companies and, in particuler, mining companies which can slow down
pr.os'pecting‘ and the working of new deposits, Producing countries are
‘attempting, through concerted action, to obtain steep price rises for
their raw materials. Moreover, they wish to pursue their own economi_c
and Social development through processing their own raw materials
themselves, ‘

Instead of being surprised by the UN declaration, we must, ‘therefore, |
‘attempt to build a future assuring each nation a fair share of the world's
economic and social development, In short, the problem facing Europe .
appears to be 3 ‘

- a congtantly developing range of mamfacturing a.ctivities‘must bs
meintained as the cornerstone of Furope's economic and so_éial ,
structure;

- although it must not be disregarded, the potgntial offered by
Buropets mineral resources, by material recycling and economies
in use cannot guarantee maintenance of the economic development
to which our countr].es asp.Lre'

- it is therefore essentla.l 3hat Burope maintains aoccess to sources
of supply from developing countries on conditions offering mutual

| long~-term satis fabti One
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One must also ask whether the mining industry and distribution companies
cah alone bear the risks to which they are cxposed and fulfil the economic

" and social obligaticns t6 the raw material producing countries as well as

to Burope implicit in their role.

" This document deals neither with focdstuffs, except for protein plants,

nor with energy sources, which are in any case covered by the sgriculiural

policy and by the joint proposals concerning energy policy.

Fhen the time comes it would be desirable for the analysis also to cover
basic foodstuffs, The Commission intends to put forward proposals on A
this subject. '

I, THE MAIN PROBLEI AND POSSIBLE SOLUTTONS

For the purpose of analysis raw material supply problems may be classified
under the following headings :

~ insufficient knowledge of the present and future ocutlook for each
raw matorial.

~ the prospect of relative or absolute shortages in the medium and

long~term;

insufficient diversification of sources of supnly:

- the trend towards processing raw materials in their country of
origing
the risk of tempdrary bottlenecks and price fluctustions,

A, Insufficient knowledges

A long~term Community stnategzr for the supply of raw materials cannot be
based solely on the data which the Commission is able to asszexble on its

own account.


collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


‘ Only the close and systematic collaboration of experts in the relevant

Different raw materials need specific strategies, Analyses, for a feirly

 large number of products, of supply‘ and demand, the extent and location of
knovm reserves, prospective growth in requirements broken down by consumer

seotor, problems with regard to pollution and the enviromment a;zd
potential for recycling and substitution are therefore needed to allow

.present and future problems to be pinpointed..

i

subjects (geological, technological, economic) from the member countries

‘'will make possible the assembly of all the facts needed for the evoluticn

of a Buropeen raw material policy.

B. Prospects of relative or ebsolute shorteges in the medium and long-term,

» F‘ew raw materials give rise to fears of pemanahltrscarc‘ity, althmx,gﬁ some

do ( Sy protein products, leathers and skin, pulping wood); and it may
prove necessary to a.void wasting certam others, largely for ecologica.l
reasons} jbhus, for most metals, recycling uses much less emergy than ore
refining, | ' ‘ - o '

‘Hhere there is scarcity the solutions, though easy to cbnceive, mé,y ba |
‘Aifficult to put into practice, Apart from regenerable materials, such
a8 wood, which offer other poss:.bllit:.es, they comprise : o /

- optimum recycling of waste; ,
- substitution by other materials and by new menufacturing procesees;
- oxtension of product life and improved operating econamy. '

This requires research, standardization and the dissemination of good

. .practice,

1. Develovment of recycling and of the exploitation of by-products .

Recycling raises problems both for the organization of waste recovery, and

\ '
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its profitability. Solutions to these may best be s-ough’c in the fremework
of environment policy, The i,mprovem—ent of teclmical a.nd.eooriomic aspects
of the recovery and use of waste and. bén-producfs ouzht to be the object
of researci and developuent projects launched by the CREST raw materials

sub-comittec.

2. Develooment of substitution,

Rescarch should also be done with a view to repla.ciﬁg products for which
there is a risk of relative or absolute shortase. bv others not subiect

to the same supply difficultics, -

3+ Operating economy and extension of product life.

: Improvemcmts in nroduct cuality pave the way for la.rge-scale econom:.es.
Howcver, compotitive pressures often lead the ma.nufac'burers of consumer—
durables to reduce the durability of then' products or dlsregard
-operating economy if lack of consumer awareness permlts. 'I‘here needs,
therefore, to be study of the operation of such products, 1ead.1n°' %o the
development of technical standards, and to consumers being bet‘cer mformed
about what they are buying. Such a programme, whlch could include,

"inter alia, information campaigns and the 1ntroductlon of a "Bhropean
quality mark", should form part of the policy on consumer protection.

Co:- Insufficient diversification of sources of sSupply.

For most rau ma‘berials the Canmunlty's degree of dependence on 1mports
fram non—member cauntries veries between 70% and 100%. These figures
~clearly tend to ::anrease in parallel with the growth of ipduétrial’
activity. in Burope, T .
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Owing to the geographical location of known reserves, the Commmnity
depends, or will soon depend, for a mumber ‘of raw materiale on a very
" small humber of supplier countries,  This raises two questions :

-~ in some cases these may be political prohlems;
~ in others the dominant position occupied by one or more producing
countries on the world or Community market leaves the Community
open to the unilateral imposition of unacceptable conditions
regarding quantity or price, ’
' ‘Qpportunities for épreading» these risks should therefore be explor\ed.,‘

|

7

1, The possibility of self-sufficiency.

\

Burope cannot engage in amtarchical policies, - Such .a mesponse would lead &
to a final break between the industrialized countries and the rest, ‘
with diSastrous political, human and economic consedquences, cspecially

" for Burope, 'In any event, it would be foolish to hope that by better’

explditirig her own mihérals; and improving her recyclihg and product”
utilisation techniqués, Farope could achieve a level of self-sufficiency
~ great enough to shelter her from interruptions of external supply,
This does not, however, mesn that the limited resources which the - -
Commimity does have should not be exploited rationally. First of all,

" 4% is possible that the production of regenerablé animal or vegeteble
materials such as pulping wood could be developed in the Community, In
this instance the machinery' of -the commeén agricultural.market and more
partioularly the EAGGF enable such action to be carried thwough, '

Secondly, an overall re-exemination and’ updating of the map of the
Commﬁnity's'miﬁer'al reserves could produce useful resulte, A Jasting rise
in raw material prices and improvcments in extraction techniques inigh% )
make the working of low-grade ores ecomomic, The potential opened up by
new prospecting techniques such as remote sensing, and the presence in.

/

[
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the Community of territory not yetv fully explored as in Greenland or,
to a lesser extent, Ireland, suggest that such a re~examinatinn:wuul&'be“_’
. worthwhile, HNoreover, relatively recent discoveries of deposits of
‘hydrocarbons, coal, uranium, lead, zinc, copper and fluorine show that
supstantial mincral resources may still be found beneath Taropean soil.

-

2. BExploitation of the sca bed,

"hether the exploitation of the sea bed will count -@s own resources, or
be considerecd an exiernal source, will depend on -the exact geographical

‘location of submarine deposits and developments of the law of the sea,

Uhichever the case, results already obtained in the lorth Sea are
sufficient -to justify the continuation, if not stepping up, of rescarch

in conneetion with the-exploration and exploitation of the sea bed.
Moreover work done for the United :Nations;indicates that for some metals
.production from metalliferous nodules to be found on the sea bed could by‘
1985 cover a relatively larger proportion of the import requircments:of

industrialized countries, for example 13% of manganesc or 26% of nickel,

3, Divergification of external sources of supnly.

'Although efforts on these lines have not up to now been very successful,
it is nevertheless true that, for a number of products, the supplier
companies or countries are so few in number and their interests coincide
so closely that they could agrec amongst themselves on monoplistic o
actions In addition, the political instability of ccrtain supplier
countries threatens the regularity of supplies,.

For both Community countries-and mining companies the problem is, as it
were, onc of insurance and calls for an effort to spread the risks,.

The limits of this coffort will of course depend on the comparative costs

of exploring and exploiting such alternative sources as may be found.
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(2) Company oligopolies -

The potential risks inherent in oligépolies or dominent positioﬁs occupied

" by mining compahi'es should be dealt with in threc ways, in additi‘oﬁ %0 the
‘implementation of the rules governing competition set out. in the Treaties}

First there is the adoption of a series of measures aimed at reducing the -
posgibility of ebuse open to multirational cornoratn.ons b,/ means of
effective collaboration among the public authorities, This course ‘
includes, inter alia, active participation by the Commun’ty and. the Memberi
States in the activities of the 0JCD and the United Nations in the same o
field,

Secoﬁdl:j there is the possibility of a close co-ordination of cqnpetitionf’
policies between the responsible authorities. in the United .3tates, Japan
end the Commnity, Such cowordinution coild help to awoid whe
distortion of competition which would résult from unlewful agreements and”

sbuses of domindnt positions by industry,

Thirdly therc is the way proposed & long time ago by the Commission in -
its memorandum on industrial policy. It cemgists of supporiing the ,
formation and development of Burovnean-based campanies capanle of taking
on their oversess rivals and tius re-establishing *bha,t ‘balance of
competition which is 80" often lac.-ing. . '

\

(b) Recourse to other developed countries,

[
G

An obvious initial action to reduce risks would*Be to look for supplies

from the greatest possible number of developed countries.. This is the

path which mining companies prefer to tread,

X Soc Commission communication. o the Council:of § HNovembor 1973
entitled "Multinational companics and Community regulations" (Doce

car (73) 1930).



collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box

collsvs
Text Box


However, these countries are the ones most able to turn raw materials
into finished products‘thanselfes. They would therefore frequently find
it unattfactive to exhaust their own natural resources to séell to
Burope products with a low added value; it must he noted that, in this
case, there is a divcrgehce of interest hetwesn the European consuming
nations and the mining campanles, even where they are Buropean-based,
since the local processing of the raw materials which they extract does
not conflict with their own interests, : ,
Foreover such steps, like those in connection with self-sufficiency,

should only be taken when they will not maintain or even widen the gulf
| separating the induqtrial‘from the under-developed nations,

(¢) Prospecting and mining in the less develoved countries,

The narrow geographic limits of the known reserves of many mixnerals cannot
be regarded as definitive. Their concentration in North Amcrica, along
the Andes Cordillera, in South Africe, Rhodesia; Zembia and Zaire, in the
USSR, Chiha, Korea and Australie probably merely traces the explorations
of the past, It is hard to belleve that similar exploration in
nelghbourlng or even totally different areas would not lead 1o 1mportant
dlscoveries Wthh ¢ould dlver81fy .sources of -supply .end. thus spread

the political and oligopolistic risks which face us., But exploration .
end exploitation ave linked activities. It would be sbsurd to expeot .
private cqmpanieé to spend mOnéy on nrbspectihg without a firm expectaiion
of a role in the eyploitaxlon of the:r dlscoveries or a share of the
products extracted. CT ' '

Mining companies with the skills and financial resources needed to
discover and cxploit reserves that could givé'us adegquate supplies exist
in the Community, Howevgr, there are many countries in which they would
_bé chary of operating beéause of the risk of being nationalized, Such
ccuntrles often do not yet posscss the know-how or financial resources

they would need to prOSpect and work their own terrltory effectively,
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In consequence the technical and financial poteptia.l of the large mining
companies often remains dorment for lack of adequete guarantees,

‘Action to gunarantee and provide a return on private investment in less
developed countries could release a flow of private funds and have. ’
surprisingly fruitful results for the under-developed countries as well
as for Burope, ' ’

(d) Joint ventures

There are two sorts of risk to be spread - those relating to the number
of our sources of supply (just, discussed) and those relating to investmonts
in them.

Any system set up on a Community level ought, therefore, to provide
incentives for mining companies in different member countries to pool
their efforts - possibly in collaboration with others from non-member .
) states - and spread their risks through joint ventures.

D, [The processing of raw materials in their country of origin,

. The trend towards proctessing in. the country of origin-is emerging for a

whole series of raw materials, in particdlar wood, wood pulp, textile fibres, ;

copper and zinc, It is therefore becaning essential to seck ways of
reconciling the interests of the producing with those of the consuming
countries, ‘

l. Property and nrofit sharing.

A primary aim must be to enable local intercsts, public or private, to
obtain an increasing share in the capital, profits end management of mining
operations carried out on their territory. The conditions and pace of this
gradual partial transfer of property and responsibility could be decided
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and arranged on mutually satisfactory terms between the authorities and
companies of the producing countries and those in the Community., In this
way, the rigk of nationalization, which is curbing companies' activities
and thus both reducing the income of less developed countries and Eurcope's

supplies of raw materials would gradually diminish.

If account is taken of the way in which the riskiness and profitability

of mining and of manufacturing differ, it would also seém logi.cal

gradually to extend participation by public or private interests of raw
material producing countries into the downstream menufacturing activities

. performed in -Europe. Such a process should also be covered by framework
sgreements between the authorities in the producing countries and in BEurope.
In this way, solidarity bgtween the less developed countries ané Burone,
which to date has been only too lacking, should take shdpe, and numerous

sources of tension would be eliminated,

However, thére must be no illusions about the difficuliies to be overcome
to make-the use of joint ventures stufficiently widespread to be‘effective,
First, the means available to the Communities! public authorities for
inducing private companies to accept the idea of sharing the ownership of
their installations with third country raw material suppliers are extremely
. limited.,

Secondly,- the most simple. and streightforward way of implementing such a
joint wventure would be to exchange shares for raw materials.. But the
majority of the less developed countries urgently need the funds they
receive in payment for their raw materials, and éan herdly afford the
luxury of. foregoing these in order to.obtain sharés in European companies

operating on their own territory or in Europe,

There are possible ways of operating mines which offer opportunities for
profit sufficient to avoid both of these problems., In other cases it will
perhaps be necessary for the political anthorities to take specitic action
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in order to give the lems developed countries the opportunity to buy ,
ghares in the local, or even the Buropesn operations of Cammunity companies, .
on an instalment basis, and to provide such companies with guarantees
sufficient to stimulate investment by them in these countries.

A Community organization specializing in overseas investment insurance
and finance could perhaps be made responsible for pursuing these objéctivgs.

2, Distribution of work throughout the world,

Despite its advantages a system of cross shareholdings caanot Tesolve -
all the problems facing Europe and the third world. Those less developed -

countries which posiess both raw materials and underemployed popula.t:.cne ‘ B -

justifiably wish to upgrade both on the spot. o

|

protectionist measures . But such an approach to the problem leads nowhere. \
The industrialized raw materia,l producing countrzes already have this
capacity and the less developed producing countries are bond to acquire

it some day. Europe must be continuously aware of this trend, otherwise
she will find herself with an industrial structure starved of raw
materials,-

This solution necessarily involves a rational distribution of industrial

‘activity throughout the world, particularly in favour of the less developed

countries, i.e., Burope must be willing gradually to give up the exercise
of industrial activities which can often be performed better elsewherc.
Such & renunciation would be tempered to the extent that it was .-
accompanied by Buropean invesiment in the third world. Reason should
‘therefore lead Burope to accept the proccsséing of raw materials in their
country of origin where such an operation is economically Jjustified,

v

Fear of this trend leads industrialists in developed countries to demand '

3
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Burope has already taken some important steps in this direction,
particularly within the systenm of'generélized preferenceg but accompanying
measures. would have to be considered, With the co~operétion of industry
and the representatives of Buropean workers, and in consultation with the
authorities in the various supplier ccuntries, the pubiic authorities

in the Community countries should organize :

"« the gradual run~down of aid to those Buropean production activities
which can be carried cut more economiczlly in the countries
supplying the raw materials; )

«~ the provision, as soon as possible, of a legal tax and financial
framework that will enconrage Community industrialists to participate
actively in the development of such activitied in the less developed
countries;

.= in suitable cases, the provision.by the public authorities of the
necessary financial resources and technical assistance;

~ 2id schemes to reduce the harmful social and regional consequences

that may result from these changes,

E. The risk of temporary bottlenecks and price fluctuations.

Temporary bottlenecks in supply and the rocketing prices accompanying
them may result from unforeseen incrcases in demend, insufficient
investment, the actions of oligopolies of companies or producing countries

or from speculative operations.
The second and third alternatives are dealt with malnly under C and D
above, In order fto cushion such risks a number of protective measures

can be implementedl:—

1. The conclusion of long=term contracts.

Recent events affecting a number of raw materials or sources of energy,

E—E&port restrictions are not discussed here because they can bhe of little
use for the Community, which is a net importer of most raw materials and
would expose itself to more effective retaliation if it adopted such
measures, They should therefore only be used with ceare and deliberation.
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- and the differences that the existence of long-term contacts has made,
where consuming companies have entered into them, to the impact of b
those évente, has demonstrated the stabilizing effect of euch '
contracts, In effect, the violent fluctuations in quoted prices

have mainly affacted dcalings on the free market, which o'ften account

for only a fairly small proportion of our supplies.

Although iong-term contracts can be broken unilaterally, Community
companies should be cncouraged to concludé'such agreements; and, if they "
are not large enough to do so alone, they 'must be encouraged to form
consortia or purchasing co-operatives that would be capable of doing

B8O«

2. The building up of emergency stocks,

It may prove desirsble for the Community to build up emergency stocks
in those few cases where the Community is dependent upon a veéry limlted
number of suppliers (countries or companies) end where : '

- those countries may, for reasons ofidcmeétic or foreign policy,
out off supplies if only for limited periods (tungsten for oxemplé);

- those countries might wish to exploit thqir ollgopoly 'position 1n
order to impose unacceptable conditions of sale;

- a sharp upturn in demand, clearly outpacmg any possible expazxs:.on .
of exigting capacity, becomes a proba.'bilrty (as in the case of
platinum).

The measures to be implemented in such cases depend on\the raw ma:tgrial

involved,

For bulky materials, the only practicable solution would seem to be to
require companies using them to bmild up emergeﬁcy stocks expressed in
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terms of number of days' consumption either themselves or, particulaily
for small and medium-sized undertskings, by forming consortia or

purchasing co-operatives to do so,

In the case of materials having a high unit value, this function could
be delegated to an agency, acting at a Community level and haviné a !
public or mixed status. -Howeéver, before such decisions are taken it

will be necessary to balance éarefully the costs against the risks fo

be covered.

3. International listening posts.

For some products the activities of private or public international
study groups improve knowledge of world needs and thus encourage
necessary expansion of production., It would be useful to ¥now to what
extent the operation of existing groups (c.g., those for rubber, lead
or zinc) could or should be improved and with what other materials this
type of solution should be sought., Such groups should furnish better
information about companies producing and distributing raw materials

} and, their importance as Community suppliers. In any event it would be
helpful, at an early stage, to seck a dialogue with the larger undertakings
on which the Community depends for supplies, This dialogue should be '
aimed at obtaining a clearer picture of the state of our suppliaé.

4. Different types of intermational! agrecements.

Following the rise in the price of some commodities, the hazards of a’
gituation in which export restrictions are not subject to international
surveillance have been increasingly acknowleldged, This calls for an
effort by the international community t¢ bring about some co-operative
system that will prevent sudden disruption of trade and enahle any
necessary changes to be carried through gradually,
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; - L
fits subject should be teken up in multilatersl trade negotiations, Greater '
clarity and interhational disciplihe through the observance of existing
rules and adoption of any necessary new ones {vould appear to be esséntiale .’

The Ccthmunity should point out emphatically that Artiéle XI of the GATT

.prohibits. quantitative export restrictions, except in certain clea.rly

defined situations, and should try to establish a new notifzcation and - ,
consultation procedure, At the very least, cduntries imposing quantitativa e
export restrictions should be asked to justify them, as were those *
imposing quantitative import restrictions, in the context of the ‘GATT
Jjoint working party on quantitative restrictioms., The question of \
quantitative export restrictions cannot of course be diverced: from that '+
of export taxes which, in some circumstances, can be used to achieve the
same: effect. . ‘ |

t

Several.other approaches could be oonsidered, possibly in ¢ombinstion :

=~ effort to establish a code of conduct fb;t' export reé'tric'!zibnsé‘
* « détailed negotiations, product by product, between exporting &nd ,
" importing cétm'bries'; and where appropria:‘te sectoral agreenxéai'i:s;' to

v 77 obtdin better ma.nagement of supplies oncL involving jom‘k reapmsibility

by Bupplier and consumer cmmtriesl; ‘

‘ :w cbrrying the above a.pproa.ch further, international commod.lty egreé—-
ments could be concluded, for some essantial raw materials, %o
stabilize markets in the interests both of produc:.ng a.nd consuming
countries, - e ‘ . ;

In the form taken hitherto, canmodlty agreements have not been primarily
concerned with supply problems - their essenttél ain has ‘been to sta;bllize
markets in the interests of producers. oo ‘ S

¥

In'a new form these agreaments = which, in thé nature of things will .

always be few in number = could guard against supply pb‘o‘biemé by the

1 In other cases, especially where state trading countries are involved or

the number of supplier countries for the product concerned is limited, the
Community could also envisage the conclusion! of blla:teral agreements on
industrial and technological co-operation mqorpora’cmg in return certain
arrangements to ensure regular supplies of raw materials,
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systematic buildingwup, wherc appronriate, of stocks of raw materials or
indeed of semi~processed products. To their traditional function of
regulating markets could be added that of regulating supplies. This would
involve the joint manegoment of stocks, by importers as well as exporters,

who would then share the costs involved,

ITI, THE TWMPLEMFNTATION OF THE SOLUTIONS

The supply of raw naterials for the Communi+ty is an aim calling for an
overall strategy to be taken into account in the whole ronge of Community
policies - that is, the external affairs, cow~operation, industrial, regional,
social, research, canvironment and consumer protection policies, This can
.only be brought about by the adoption of common guidelires thich previde

a spur tc action in addition ‘o serving asg an instrument of cowor-ination,

T+ must be admitted that a number of elements needed for the definition

and impleomentation of such a stralegy are currently lacking, These are :

- an adequate instrument for the analysis of future prospects and the
definition of the measurcs called for:
- a prospecting service befitting Durope;

adequate guidance for research activities;

.~ = means ‘of finance and guarantee cepable of stimulating ‘the necessary
 investment; ' '

- an overall concent for tommodity esgreements and g methodical seeking
after multilateral soluticus, '

1, Organization of co-~operation,

/
It is therofore essential to organize close co-operation end consultation

between the national mthorities rosponsible for raw material supplies,



The main purposes of this co—opera,tion, for which support should be sought
‘frem the private sector, would be :

=~ to collect economic information on raw material supplies (inventory
of commdn resources, assessment of needs, possibilities of
substitution, recycling and cconomies in use, ecological oonstraints);

«~ t0o compare available resources and future needs and monitor the
emergence and development of i:’actors likely to influence supplies
$o the Community (risks of bresks in supplies, formation of :
producer cartels, etc.);

- to appraise action taken at national level for ensuring adequate
supplies, so as to highlight any geps or duplication and identify
the areas in which co~ordination would be debirable;

~ to provide contacts with the large raw matérfial winning and
distributing companies; ’ | '

~ without prejudice to existing rosponsibilities, to obtain an overall
view of present or future activity by way of external negotiations
in a number of bodies (OECD, UNCTAD, GATT, e‘tc.) which m:.ght affect
raw material supply,

.= to finalize and propose, with details of wcosts, the joint steps
which the Community should undertake in order to overcome any
difficultics pinpointed.

'Récommenda.tions of this type could, for,insten&e, relate to the encouragement
of long~term contracts, the setting-up of purcl{asing groups, inmplementation
of stockpiling formulae, support of programmes for: prospecting and ‘use,
substitution, recycling, more economic conmnnntﬁon of materials or the
reconstitution of rencwable resources through the granting of a:Ld, tex
concessions and guarantees or financing faoilit:les» '

.. The sub~committee on R & D into Raw liaterials, which the CRIST C@mittee
decided, on 30 October 1974, to set up would prpyide a natural forum for
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co~operation in R & D, particularly for guiding geological and mining
‘research, updating the Community map~of metal deposits, providing technical
sssistance for prosmecting in less developed courtries, developing
tochniques for renote sensing, For exploring and cxploiting the sea bed,
and' new techﬁiqﬁés for winning and‘pfocessing ores, for recyéling and for

econonies of use,

Wa&é of ohtaining Community co~operation in other fields have yet to be
found or‘esfablished. In order to define these the Commission intends .
to call in the near future a meeting of senior national officials responsible

for verious-aspects of raw naterial supplies.

2. Financing and gnarantees,

One of the main prohlems is to cncourage the investments nceded for the
prospecting, exploitation and upgrading of nineral resources, This hes
been nade difficult in several developing countries by the nationalization
of foreign mining companies. As discussed on page 10 above, the
development of new forms of property shared between local and foreign
interests can help to avoid the pressures leading to nationalization,
However, such forms of property will demand more initial financing of
investnent projects which are already very expensive, Under the
circumstances it is necessary to consider seotting up a finance and

guarantee ingstitution.

Under agreements beitwaen Baropesn authorities or componies and their
counterparts in less developed countrios; such an instifution could, with
funds borrowed on the capital market, subscribe some agrezd percentage

of new investments in less developed counitries in the form of shares in
either the local or parent company which it would then transfer to members '
of the local population (private or public) either immediztely, »r in siep
with the distribution of profite which could then be used to repay the

original loan,
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‘ In addition, if a,rrangements acceptable to the hosﬁ oountry could be .
. reached in order to ensure fair sharing of the res;;onsibility for the
potential risks, Community companies acceptmg such a plan for the ,
partial transfer of their assets could, in addition to initial funding,

be protected by a guarantec against political risks. ) \

. Speoial conditions could perhaps be agreed upon to enooura.ge ,join’c venturea
by Community undertakings. o

The Commission will alsg examine a.ﬁy concrete suggestions ooncernihg
these finanoing and guarantee problems at a Community level as part ef-a
. ooherent financial programme. :
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IV. PRODUCT-BY-PROIUCT EXAMINATION

A raw materials supply s‘tret’egy can obviously not be mapped out or
implemented without a prior study of the positlon as regards individual
produdts.

For practical reasons the Commission has initially confincd itself to
examining twenty or so minorals (aluminium, chromium, oobalt, copper, tin,
iron, magnesium, manganese, mercury, molybdenum, platinum, lead, titaniunm,
tungsten, vanadium, zinc and phosphates), a few products of vegetable
"origin (natural rubber, cotton, vegetable oils, wood pulp), two products
of animal origin (wool, end skins and leather) and proteins.

This examination will of course have to be taken further with the assistance
. of national experts and extended to at least ten or so other raw materials.

1. Products not giving rise to major problems

This initial ez.amination has revealed that a number of products do not
present a.ny ma;]or supply problems.

(2) Minerals
These are cobalt, magnesium, mercury, molybdemum,nickel, lead,
titanium and vanadium.

Although two-thirds of the world cobalt production is concentrated in
Zaire, the fact that' it.is to a large cxtent extracted.from copper and
nickel ores, and the soope for substituting chromium, molybdenum,
nickel or venadium maks the risk of a shortage very remote.

Deposits of magnesium are widely distributed across the world. Reserves
arc practically inexhaustidble and Norway alone could provide the

Comnunities' nceds.

Antipollution measures should lead to a very substential reduotion in
mercury consumption, the market for which is facing a crisis of over-



oroduction; mercury is available in verytdany countries, but -in - ,
particular Spain and the USSR, the world's%‘main producers.,

Althohgh largoly concentrated in. the 'AmQri:can continen‘t,‘ molybdenum {
reserves arc adoquate, Despite the fact that the hain production
centres belong to a few large firms, price manipulatio_n wauld:be '
difficult as about half the production comes fram the processing
of ‘copper ores.

At the present time there is surplus production of nickel. 'I"he 1mot-m
resorves are cbout 150 timoes the present annuai world consu:zption,' and
are divided between North and South America, Africa; Asia, Australia
and the USSR. "The oligopoly exerciscd by four lerge campanies-has been
dissolved and possibilities exist for substitution by other eléments
such as manganese, cobalt, molybdenum, chriomium and aluminium,

h
)

The problem of lead 1s somewhat like that of mercury, Pollution
control will prevent an,fbhing mors than a podera:l:o 1ncrea.se in )
consunption in the future, wiile considerabloc deposrts have Jut been
discovered in Ireland, and a large part ( ,a of the, Commynity's

su.mly is provided by recyclinge ' o o

Titenium consumption is closely rclated tq develomments in the
aviation and space fields, This mey perhaps justify participation in
the exploitation of rutile deposité in Africa and Latin Amerioca.

Known reserves of vanadium are very high. } Sinoce this element is also
a by-product of the reduction of many ironi ores, of the phosphate
industry and of oil refining, there appears to'be no risk of a
shortage, - ' o o

(v)- Vegethble products J C
The case of natural rubbor sppears to be mm-gina.l. '.I"hanks to synthetic
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rubber, the Community, is self-suffiecient to the extent of iwo-thirds

of its supplieé.f ﬁighty five percent of the world production of
natural rubber cames from four countrics (I‘:ia.laysia, indonesia, Thailand
and Sri Lanka)., However, competition from synthetic rubber, the
consunption of which is rising {wice as rapidly as)thai of natural
rubber, makes oligopolistic action very inprobable. The supply
situation could possibly be improved by an improvemeﬂf in the

technical qualities of natural rubber, which should be achieved by the
producing countries, and, if nccessary, by the development of

production in Africa,

2. Products giving cause for concern,

Attention will therefore be concentrated on the other products under

" consideration,

(a) Minerals
W M . .
The Commmnity is totall; dependent on outside sources for its supplies
. .-«0f other mineral ores, with the excention of tin, iron and zinc,
80. to 90% of which comes from outside,

Aluminiun is required in particular by én affluent society and has

. %taken the place of less noble materials such as steel or wood. In
the event of shortage, a return to the earlicr materials would be
possible. Bauxite is available in many places. ‘Thirty countries,
few of them possessing refining‘plant, produce it. Electrolytic
treatment of bauxite uses so much energy that its development in the
Community should be avoided if adequate supplies of the metal can be
sccured, Greater participation by Community firms in the mining
of bagxite énd in elechrolytic treatment operations iﬁ §fbaucer

countries thus appears desirable,
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© Although the lmowm wbrld; reserves of c_l_g aniun cover abeut 100 times
tle present annual consunption, the fact that South Africa and
Rhodesia own T0% and o Japanese consortium has obtained control of a
further 15% shows the type of risk to which the Community is exposed,

Copper reservos do not lead one to foresee difficulties at least for
the next 50 years, Problems result essentially fron heavy dependencé ‘
upon the CIPEC countries, possible lack of steps to open up new

‘mining sites, and the need for Comumunity industry to fall in with .

the pressure to undertake the initial processing of ore in the

oroducing countries,

Tor tin the main probleus are the improvement of the working of the -
International Agreament and buffer stock, and the itransfer metal

production to the ore producing ¢ountries,

Iron reserves present no problen, Nevertieless, difficulties may
arise from the fact that Communtit;” indqutry plays altost no part in
dpéning up rew aining sites and therefore doos not gain sufficient
control over its sources of supply, and that it resists the trend
towards ore reduction in the source country instead of adapting to it.

In the case of mangenese, the fact that half the kmown reserves are
in the USSR and a third in South Africa, while substitution of other
products for manganese is barely conceivable, provides » natural
incentive for prospecting in other countries to diversify sources

- of ‘supplye

'Platinum raises a similar problem, 96% of the knowm reserves are

in South Africa and the US3R. Intipollution standdrds ‘may lead to
ineresse in platinum end valladium consumptior, In this particular
case, attention should be givean to the jdea of building up suitable

stocks.
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. For tungsten, 80% of the known reserves are in Commnist countries,
60% in China, To avoid remaining almost entirely dependent on China,
the Community should engage in nrospecting in the hope of diversifying
its sources of supply and also give consideration to the possible use
of relatively low—gradeé ores. What is more, the Production of the
main substitute product, molybdenum, to some éitent linked to copper
production, poses pollution problems, Thé chances of temporary
interruptions of tungsten deliveries cammot be discounted. Stock

piling could therefore be justified in this case.

Zinc ore producing countries are showing a marked tendency to develop
the production of metal, Known reserves are situated mainly in
1ndustr1allzed countrles or in stable or accessible regions. In
order to retaln 1ts role ‘as the main world processor, the Community

should promote geplog1cal prospecting in Ireland and Greenland.,

Phosghateé represent to some e#tent a tynical case of a product for
which a suppiy poliéy is required., On the one hand, phoéphate is
diffiéultﬂfa roplace; on the ofher, the‘Community's soil contains
practically no phosphates. The Comrunity obtaing three-gquarters of
its supplies from North Africa and'fhe United States, Less developed
doqntries which produce phogphgtes.are‘increasingly tending to process

the phosphates themselves into phosphoric acid and fertilizers,

Supply, already tight in 1972, was not able to meet the 1973 demand,
and this imbqlapce was further aggravated by the withdrawal of the
American tonnage from ﬁhe market (more land under culfivation, supply
contracts signéd with the USSR); Morocco has quadrupled its prices
in 4 years and its example has been followed in varying degrees by

~other producers.

. This product thus raises not only problens of diversification of

supply sources, but also of participation in mining'ventures in none


collsvs
Text Box


- 25 -

‘member countries, ofllong-term contracts, and of coﬁcemtre.tion botween .

producer and consumer countries,

(b) Vegetable.products
Questions raised by vegetable products differ from those mentioned

previously in that plants grow again.

Cotton, like other natural fibres is subject to considerable cyclicel
fluctuations ~ its price doubled in 1973 only to fall 'back in the -
following year, Some stability might be sought through the
negotiétion of mediun~term agreements, -

Supplying the Community with vegetable oils hardly raises any problems.

Neverthelees, it is expedlent to guard against a narromng of the
market by maintaining a certain level of self-sufﬁciency, by
encouraging a diversification of supply, more especially through
agricultural and tropical research, by develoi)i'ng cultivation in the
developing countries and by participation in world agreements, '

The production of paper at an acceptable cost is threatened by a
"relative shortage of pulping wood in the 19805.‘ The Community depend.s.
for its supplies of pulp or paper hainly on the countries of’Nbrth
Aznerica and Scandinavia, which wish to process théir semi~matufactured
products themselves,

This calls for a policy of reafforestation in the Community, developing -

© forestry ventures and initial processmg in developing countries, and
an 1mprovement in recycling,

¥

(¢) Animal nroducts

In the case of products of animel origin, considerabie fluctuations
in the price of wool could probably be buffered by some mternatmnal
. regulating organization., On the other hand, the relative but growing
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shortage of leather and skins prompts a move to keep a watch on
exports and to encourage recovery and the development of the
unexploited resources of the third world, “

(4) Protein products )
Lastly, the supply of the Community with proteins, of both vegetable

and animal origin, raises great difficulties which will increase in
the future. The supply policy should aim at developing the production
of proteins in the Community (dehydrated fodders, scya beans,
synthetic proteins), seeking a long~term agreement with the United
States, whose soya bean supply covers 40% of the Community's

protein oonsumption, and promoting protein nroduction in the

’

associated countries.

3. Evamples of the applicability of diffsrent types of agreement by
product, . '

Among the materials examined three metals, chromium, copper , and tungsten,
pose problems which seen to justify closer examination of the relations

between the Community and the suppiying countries,

Chromium
The develoned countries, The only developed countries producing .

appreciable amounts of chromium are the Republic of South Africa and the
USSR. These are the Community's biggest suppliers, If the Community
wishes to increase the dependability of ite sunplies it must turn to the

developing countries.

The less develoned countries, Just one or two bilateral agreements with

less developed supplier countries would be quite inadequate in view:of the
low percentage of world supplies »nrovided by each of them., A whole series
- of such agreements could be concluded; but the Community's supply

system would then be very complicated, and would still be dominated by
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South Africae. It is probable that the best path would be to conclude

a multilateral agreement on good conduct, or a world agreement containing
at least the most useful features of existing compodity agreements, As

aﬁ additional benefit to the less developed producer countries our imports
of their chromium could always be brought within the scope of one of the
beneficial agreements already in force such as the GATT or the 'SGP.

~ Copper
the developed countries, Although major producers and holders of reserves,

their own consumption wi;l not permit them appreciably to increase their
exports to the EEC, In addition they are perfeotly well aware of the
situation as regards world reserves. A "developed country" approach -

alone would not provide a solution even if it were politically acceptable;

The less developed cduntries. This really means the four CIPEC countries,

since the others do not possess the same potential. Against this back-
ground :

An attempt will have to be made to conclude a world agreement,
Although the CIPEC countries and the other less develbped copper
producing countries occupy different points on the political
spectrum, they all need development aid, This common factor should
make an agreement incorporating our co~operation in their
development in parallel with certain guaventees with regard to
supplies very acceptable to them., This aid oould cover the
settlnguup or expan31on of copper*prooess;ng facilities in the
oountry or countries in question, The manner and rate of such
development should be coe~ordinated with a slowing down of the

expansion of capacity in BEurope,

"Tungsten
In view of the ntraxegmc 1mpor+anoe (in the nilitary sense of the phrase)
of tungsten, it would be rather r1sky to aitempt to develop our trade
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" with the three Communist countries (China, USSR, North Korea), which are
both the largest producers aad holders of the largest reserves,
Considering, furthermorc, the diversity of the other producing countries,
it would seem desirable to apply the same agreements and to pursue the same
policy on tungsten as on. chromium, i.e., 2 world agreement and/or the

offer of snpecific aid in the development of the resources of those -

countries concernel which have need for it,

4, Example of the application of a supply policy to wood pulp and paper.

One matesrial, wood pulp, has already been the subject of a communication
frorn “i.3 Commission to the Councill. By expanding on the ideas in this
docunns, it is possible to outline by way of example a policy for a

meterial thet lcends itself to almost all types of action,

The Commuwity meets almost 60% of its needs by importing paper and
paperboard, wood pulp, pulping wood and waste paper., In 1972 these
imports were worth 2500 million u.a. Scandinavia, a traditional supplier
of pulp and paper fto the Community, is already importing wood from the
USSR, In addition the major producing countries in Scandinavia and North
America cre pursuing the aim of processing their resources themselves

and are-tending to restrict their sales of raw materials (wood and pulp)
in favour of finished products, Thus, the Communitry's paper-making
industry which, with more than 1000 undertakings employing aebout 230.000
neonle, occupies second place in the world league behind the United States,

‘

is put in jeopardy.

In view of the threat of world shortegss in the 'eighties some possible

solutions open -to the Community are . as follows :

- an incresse in the amount of pulping wood obtained from forcsts
within the Community through the more cofficient use of existing and
the planting of new- forests;

1 Doc, SEG (74) 1215 final of 28 March 1974.
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. = better recovery of sawmill waste;
- nore recycling of waste paper; )
~ the elimination of wasteful comsumption of paper and boards;

improved co=operation with traditional suppliers;
~ long-term agreements with state~trading natiqns; \
- technical assistance to developing countries, 3

' In addition, eny non-discrimination guarantecs obtainable in GATT in'
~ connection with wood pulp would be particularly beneficial,

As regerds forestry, pulping wood and sawmill waste currently cover 20%
of the Community*s requirement for raw materials for pulp. The nore
efficient use of existing forests and better regovery of samill waste
should enzble available.pulping wood to be increased by 20-30% over the
next 5-10 yea.fs. '

In the longer term, it would be possible to double that increase by the
afforestation of marginal or of derelict agricultural land,

The proposal for a directive on foresiry measures foﬁwded to -the
Council by the Commission on 26 February 1974]' concerned mainly the
afforestation of derelict agricultural land. Although useful, this is
no more than the beginning of a solution, Therefore the Council.should
instruct the Community's forestry authorities to prepare, in conjunction
with the Commission, a programme of reafforestation and f‘orest:éy :
management and define aid schemes for its implementation, with details .of
their approximate cost. |

A number of research projects could help to bring about an appreciable
improvement in supplies, and in particular the development of new
processes for the treatment of wadte, recovered fibres and axluiuia.l plants,
the production of pulp from wood drawn from coppice, small wood from
high forest (mostly thinnings), straw and lower grades of waste paper,
and finally the improvements of yields by new method.s_ of mashing.

\

1 Doc. COM (74) 1070 final
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There ought t0 be an immediate Council agreement to the principal of such
a programe of research the details of which should be worked out by the
Commission in collaboration with the "CREST" Committeec,

In the matter of recycling waste and economy in the use of raw materials
the Comnunity should draw inspiration from the measures adopted in the
United States, where the Federal (overnmment has already instructed its
administration to use; for internal purposes, paper made at least to the
extent of 50% from waste, This has encouraged the creation of a new
commercial market for recycled paper, which has extended to all consumers

of writing paper.

Finally, with regard to external supplies, the Council and Member States

should agree to :

-~ Bncourage cross investment, including joint ventures, with
indusirialized nations, such as‘Canada;

~ Séek to conclude with state-trading nations long-term agreements
for the supply‘of\given quantities of wood pulp and paper products
at firm prices in return for the construction of industrial
facilities, and in particular nulping plants;

~ Incourage the forestry industry, the production of pulp, and of
paper in bulk in the developing countries through technical
assistonce and incentives to private investment, These measures
should includé support for research cimed at enabling specific
raw materials from these countries (e.g, bagesse) to be exploited

economically,
5s Conclusion.

The problem of Rurone's raw material supplies is a vast but long~term

one whioh does not lend itself to spectacular, instant solutions,
Consequently the question is whether the Community will be able to take
advantage of the absence of immediate pressure to set up, in an atmosphere
of calm, those infornation, co-ordination and plamaing systems necded to

map out a long-term policy which are currcntly lacking,
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We must not allow the complexity and gravity of the problems of the
moment to cause us to lose sight of the other problems we shall have ';o‘
face in the future, Rather should we let them meke us|aare of how
adequate preparation can at least facilitate the solution of such . *
l problems if not make it possible to forestall them, |

In short, it must be recognized that the scale of this problem is 00
great for individuai‘Member States; and its imporitance demands the

establishment of that point of cohesion, currently lacking, for all the
different projects and initiatives underway here and there throughout
the Community in this enormous field, | L

The Commission therefore Judges it easentiah to provide a structiire: tha‘b
will make possible the co-ordination of the activities now being '
undertaken at different levels, and if necessary the launching of ccmmon
initiatives in this field; and now asks the member govermments to provide
| it with all the help and support it will need in draftiﬁg the .speéiﬁo o
proposals which it will lay before the Council, | |
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