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rubber and wool, by rather wide cyclical fluctuations in demard; these three
commodities have historically tended to be among those experiancing the widest
fluctuations in market price. While sterling-area producers are dominant
exporters of all three, and the foreign-exchange reserves of the sterling area
accordingly reflect their current market strength, none has been governed by
an ICA in the postwar period. Moreover; the fact that these three commodities
have by and large experienced reversible price swings has led the major
exporting countries to introduce various devices--from national marketing
boards through variable export taxes to prepayment of producers’ income tax--
that do have the effect of "stabilizing" producer income from year to year
(though not the nation's total foreign-exchange earnings) and accordingly
represent an adjusitment toward living with instability (KYKLOS). ‘

Controls over the market price of individual commodities have
undesirable side-effects, politically as well as economically. The severity
of export quotas imposed under the ITA from December 1957 through September
1960 appezrs to have had a long-term effect on productive capacity: once
export restrictions on tin were relaxed; output failed to revive in step with
a strong recovery in consumption and, accordingly, this commodity provides a
classic example of the irreversible supply curve, One possible lesson of
recent Cuban experience is that there is a relationship, subtle and indirect
rather than overt, between economic forms of market control and a degree of
political tyranny, Such a philosophy was shared by the sponsors of the
Anti-Corn-law League in 19th century kngland, who built their case on a
presumed linkage between freer trade and world peace.

Current pressures favoring ICAs

Serious disadvantages notwithstanding, the number of ICAs has been
proliferating of late and there are good reasons for expecting that tendency
to continue. For one thing, the United States has moved by a succession of
moderate steps from a position of doctrinaire opposition to ICAs to one where
official policy became one of willingness, in the words of late President
Kennedy; "to cooperate in serious, case~by-case examinations of commodity
market problems." ICAs tend to be strongly favored by the less developed
countries themselves, as a means of "stabilizing" (i.e. raising) the foreign~-
exchange earned by their major exports. In Durope, international market-
sharing arrangements have enjoyed the active support of French authorities
for more than a decade. The German Federal Republic; as the major importer
of agricultural commodities within the ZFC, favors ICAs as instrumentalities
for maintaining a place for overseas suppliers within the Common Market. On
similar grounds; an ICA for grains has also received Some scholarly support
(Coppock). Moreover, the United Kingdom which has; until recently, relied on
a policy of cheap food imports together with a program of direct payments to
its domestic agricultural producers, has begun to develop a series of ICAs with
major overseas suppliers of grain and meat, in order to reduce the budgetary
burden resulting from a combination of direct payments, unrestricted domestic
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production and unlimited imports., ICAs have considerable attraction to .
all external suppliers favorably impressed with the short-run advantages,

and prepared to overlook the longer-run disadvantages, of having market

outlets assured on a quota basis,

Modern financial variants

Various efforts have been made to invent mechanisms, other than
ICAs, for coping with the problem of transferring purchasing power to less-
developed countries whose earnings have been either cyclically or chronically
depressed. Certain of these alternatives, such as proposals for a commodity=-
reserve currency (Kaldor, Tinbergen, Hart) would serve the end of foreign aid
and international financial reform at the expense of sacrificing the role of
the price system as the major instrument of economic management in (relatively)
free-enterprise societies., Others, operating through overt financial trans-
fers (Meade, Swerling), have the major advantage of leaving the price system
largely wnaffected as an allocator of economic resources, Finally, the
International Monetary Fund--though with considerable reluctance and after
some delay (Lovasy and Fleming)--has acted to make one extra tranche (=one
quarter of the nation's IMF quota) available for compensating shortfalls in
export proceeds of less-developed countries, when those shortfalls arise for
reasons not themselves within the control of the individual country experi-
encing balance-of-payments difficulties (International Monetary Fund). Such
an approach has the important virtue of taking into account fluctuations in o
export volume rather than responding exclusively to variations in commodity"l'%,*
prices.,
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