






the remaining buffer stock was not large 

enough to protect the ceiling. The USA 

offered 1.5 kt of tin from the stockpile. 

This was to be valued at the price it was 

sold for by the BSM, and the title was to 

remain with the USA until all the ingots 

were sold. Since producers contribu

tions of metal were valued at floor price, 

and consuming nations gave cash this 

could not be called a generous offer. 

Nonetheless the ITC accepted. Only 

Bolivia, whose mining costs are the 

world's highest and whose tin exports 

account for over 30 per cent of foreign 

earnings, formally protested. 

The reluctance of consumer nations, 

led by the USA, to raise the ceiling price; 

coupled with sales of 5.920 kt from the 

US stockpile in 1980, certainly helped 

set the stage for the 1981/82 attempt to 

control the market by a mystery buyer 

believed to be connected with Malaysia. 

Tin prices on the LME rose from 6 537 

GBP in July 1981 to 8 455 GBP by the 

end of November. In February 1982, 

when a number of LME traders were 

having to deliver tin within a few days, 

the LME stepped in to limit the pen

alty for failing to deliver. The market 

plunged. Subsequently the ITC impos

ed export controls on producers which 

have been in force ever since. 

Together these events contributed to 

the establishment of what the United 

States had sought to prevent - the for

mation of a producers association. 

World recession together with falling 

overall demand for tin means that the 

Association of Tin Producing Coun

tries (ATPC) in no way resembles OPEC 

during the latter's salad days. 

Nonetheless it exists and might fill the 

vacuum should the ITC collapse. 

Another chicken that was to come 

home to roost in 1985 was consequent 

upon the 1982 price plunge. The BSM at 

once began to buy and to call up 

members contributions, but he also ob

tained permission to borrow, using tin 

stock as collateral, to strengthen his pur

chasing power. Subsequent currency 

fluctuations, and their effect on the dif-
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ference between purchase price in 

Malaysia and selling price on the LME, 

after initially working in the ITC's 

favour, eventually brought rising debt 

service problems. This year the BSM 

stood to loose an estimated 20 M GBP 

on sales of Malaysia's 40 kt output. In 

addition, the move by European coun

tries to depress the value of the USD 

brought price changes on the LME that 

clobbered the BSM already having to 

earn 700 GBP extra on every tonne to 

service the debt. It was this last straw, or 

as one ITC delegate put it 'a big stick' 

which broke the ITC camel's back, ex

hausted its credit and led to the suspen

sion of support price buying. 

The 6th ITA 

Despite these upheavals the 6th ITA 

came into effect in July 1982, minus the 

United States and Bolivia. The US 

ostensibly gave the failure to achieve 

agreement over a larger buffer stock as 

the reason for leaving. More likely was 

the Regan administrations basic an

tipathy to cartel type organization. The 

move had been presaged in January 

when Secretary of State designate Haig 

admitted that he was not a 'fundamen

tal enthusiast' for international com

modity agreements. Bolivia also found 

the buffer stock and export control pro

visions unacceptable, indeed it had 

almost not joined the 5th ITA because 

the floor was lower than its mining 

costs. Bolivia did however join the 

ATPC. 

The 6th ITA has been a time of gloom 

for both consumers and producers. The 

world recession has cut demand for 

metals generally. The supply overhang 

took a long while to shift. The BSM 

was the only purchaser in the Malaysia 

market, now shifted to the Kuala Lum

pur Metal Exchange (KLME), where 

prices remained on the floor for over a 

year. As sterling fell so the LME floor 

equivalent rose, but the ITC lacked suf

ficient resources to bring the market 

price up to this. Meanwhile the KLME

maintained a substantial premium over 

London. To achieve parity the ITC an

nounced in March this year that the 

BSM could trade below the floor price 

of 29.15 MYR. This brought some ner

vous selling in London and the market 

fell there to a low of just under 9 300 

GBP. Nonetheless, by April the ITC ap

parently felt matters were under control. 

This control collapsed last June when 

speculation pushed the London price up 

to IO 300 GBP/t for immediate delivery 

tin, and the LME stepped in. 

The actions of the LME, breaking the 

principles of non-interference in the 

market and subsequently allowing a 

default penalty of only 90 GBP/t, were 

seen by many as highly partisan. Those 

who gambled against the ITC by 

overselling had been bailed out. The 

ITC forced to sell on a falling market to 

maintain liquidity and to service its 

debts, was penalised. Had the ITC and 

the tin price collapsed those who had 

sold short would have made handsome 

profits. Bailing them out, it was argued, 

might tempt them to try again. In Oc

tober 1985 they apparently did just that. 

Thus, over time events had changed 

the nature of the Tin Agreements and 

had changed the relationships between 

tin producing and consuming nations. 

Yet such events were themselves in part a 

reflection of wider changes in the inter

national economy. In a recent Raw 

Materials Report (Vol 3 No 3) Philippe 

Chalmin suggested that previously 

metals had been the 'dancers' in an 

stable international economy. If that 

was the case then certainly as the inter

national economy became less and less 

stable so, by the late 1970s, had the 

metals dance become a frenzied gyra

tion and the role of the ITC as price 

stabilizer became less and less tenable. 

The North/South divide between con

sumers and producers increased in em

phasis; the LME became increasingly 

clearly identified with consumer nation 
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