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.Note by the Secretary-General 
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1. Pursuant to the decision mad.e by the Ad hoc Comm:tttee of the Principal ~ 

Opium-Producing Countries, during its meeting at Ankara from 21 November to 

.· 7 December 1949, which requested the· Secretary-General 

"to :investigate the possibilities of fixing the price of opium for 
the duration of the life of the proposed interim agreement • .. • • 
and.;, if ·possible, to submit the results of such investigations for 
the consideration of the joint meeting of representatives of the 
principal drug-manufacturing'and opitu'Il-producing countr~es11 

(E/CN.7/188; E/CN.7/AC.l/1, section 13),· 

the Secretary-Gener~1 has the hono\9? to submit the following study on price 

fixing. 

2. This study ~oceeda upon the assumpt~on that the suggestion made in. 

d~cument E/CN.7/l94 on the organization and the financing of the International 

Opium Monopoly v7ill form the basis fol." the establ:J.sbment of that organ. T;he 

following terms, corresponding to those used. in document E/CN~7/194, have 
accordingly been employed throughout this Paper: . 

International Monopoly for the International OpiumMonopol~; 

Regulating Committee for th~ co-ordinating authority as its policy
~ mAking body; and 

Agency fo~ the international purchasing and selling agency. 

3. The study is intended to provide a basis for discussion of the possibility 

of fiXing opium prices at a re~t+vely atab~e level, and the conclusion is 

reached that it should not be aifficu~t for representatives of the opium

producing countrj.es _and of the drug .. znanufacturing countries to ~gree on practical 
measures to this ena. 
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4. · A study on currency problems affecting international opium trade and the 

operat~one of the proposed International Monopoly will be submitted in due course. 

Hence 1 ; currency problems in regard to price -fi:x:ing have not been discussed :ln the 

present study. 

/Tabla of Contents 



I. 
I ..... · ,, ... \: ··. 

E/CN.7/l98"· 
Page 3· · 

Paragraphs 

Long-term price fiXing 0 0 00 ~ 0 p " A .. 0 ~ 0 ~ 

A. 
··B; 
.c~ 

D •. 

I . . .. '- · .. ~ .. · 
Eco_nomic and_ other C<?~iderat~C?ns ,•: •; •. ,,• .••••. •:. • .•. • • 

·Restriction of poppy-grov1ing . • • • .•.• ·• • • ·• • • • • • • 
·Stability oi' production • • ~ • ;·~·,; •. ~. a • • ! • • • ~ • • 

Po sa ib ili ties. and requirements of. agreements on: ... 
price stability •· •.•• · •.••• ~ ·• ~ • • .. • • • • • • 

" •'l, .. · ..... 

l-7 .. 8 . 

9-ll 

12-11 

 _I~--~ .T~~ main .. ~ac:~ora deterrninin~ the price C?f opium 
I '18 A •. ·'tUB.llty and. fluctuations • • • • • • • • • ~ • • • • ~ • .. 

.... Be , , T}+e nation~ brands of opiUm • • • • • I> • • 0 .. ...... . . • •• 19-22 
·'!. ·.··c.' ··'The alkaloid content of 23-25 opium .. • • • • • • 0 • • • • • • • 

:D.: Weight;.tranaportation; and. handl~ng expens~ s ·;, . ' . • • • • 26-27 
E. .Other differences • • • • • . . . . . . .. • • • • ~ . ' . • • • .. 28-29 . . ·• 

III.· A· price formula i'or the International Monopoly 

. . , . 

A. 
B.: 
C,. 

D.· 

The objectives of a price formula • • • • • • • • • ~ • • • 
The "national factor"· ••••••••••••••••••• 
Long~ and short-term price-fixing. according to the 

form.ula • • • • • • • •. • . ~ . • • • • • • • • • • • • • • 
How prices woUld be co~pu~d .•••• , ., •·•·• • • • • • • 

Fluctuations in demand • • • • • • • • • •. • • • • • • • • 
Fluctuations in supply • • • • • • • • • • • ~ • • • • • • 

!a) Surplus production • • • • • • • • • • • • • • • 
b) Surplus area · • ·• .• • • . • • , •. • • • • .• • • • • 

· £) Under-production . • • • • • • ,. • • •.•. • • • • • 

30-33 
34-35 

36:..43 
44-45 

47-56 
57-70 
58-63 
64.-69 
70 

V. . ~uff.er stock operati~ns . 

. A~ 
B •. 
c •. 

:D. 

The objectives of stocks • . • • • • ·• · • .- • • · • · •.•. ; ~_-.. • 71 . 
Se~ling operations .•.••• •· ••. •":" .•· •··.• ~ ..:• .. .- .•· ••• : :-. ·72-13 
Buying operations • • • •·. • • • , ·• • .- ... : •· • · • • ,. ..... • • 7~ . 
The size of the .~took'•. ~>-.• .. · .. :·· ~ ·.··• •. ~·~.· .~:-~ •.•• ··7·5·-83 

Annex· I. The appiicabii~ ty ;:r · th~·. :Pr:i.c~ formUla · •. , ·• ·. . ' .. ~ .. . '·~ . 84-90 . - • . . . . . . . ~ 

Annex II. A\lkalo id contents·. of var;l.ous brands ·of . opi uni·. • • • -.. • . • · • · ; 91-93 
 •  •    •      • •  

/I. LONG-TERM 



E/CN.7 /198 
P~ge 4 

I. LONG -TEBM PRICE -FIXING 

A-.~.· ·Economic ancL o.ther· considerationa. 

1. Thk question .of fiXing ·pri~·es at·";·1hich ·.the International Monopoly w'ilJ, bey 
J • • • • • ... 

and seli opiUill should. b~ sol~ed_·: in' ~uch ·a wey ·as to" ensure to the ·producing 
• l o o • ' ', -:, •, # '• • : • • I • 

countri~s.a fair return for t~eir ?reduce· and to ~~-manufacturing co~tries a 

ste~dy. ;s~pply of their raw materiaf at a reaeonable· price.· 
; I .. ..-· ., . t •• • • 

2. TO; this e.nQ,, tlie price -f':i_xing policy of the Monopoly should be so contrived 
; o • o o o • ~ ' • I 

·as to.provide·that th~ ~conomic·and c9gnate factors which have hitherto ·regul~ted 
• • 0 • • • •• 

the .market -ya)..ue of opium. shall, ~-S, far. as ppssible 1 continue SO to do • 
. i . . . . . .. 

3. ·It· must be·bor.ne in m]n~; however~ that the main objectives of the inter~ 
; 0 • - ~ • ' ., • • • 

opium ~r~e~ent. and t.}_le Inte-rna·~i~nal;. Mqnopo;l.y are; <?n the· one hand, to. ensure 
" •. .. ,• I ' • 

suffici.ent su:ppl·ies of opium. to meet fully.;the medical ·anq. scienti;f;l.c 

require~~ts of 'the world, ~4~ 'on the. otl1e-r hand, by i1miting 'the production 

of op,i~ strictly to :these needs, . t; ~upp~:ess illic.it traffic and addiction to 

opiate~ •. l~ 'othea. .. worw, -the gUiding-~r:i~ciples of tlie. International Monopoly 
• I• • • • t •, t ' • I.. o 

will be social and humanitarian& ' 
;; . . • . . • . ' ] 1: :1 ... r · ~ · 

4; I\ :.f'olJ,ow_s,_ ifh~ref<;>r~, t~a'\i t~ qollJ!llercial operations of the MonoiX?lY may 

be ~xpdbted to dep~~t at times and ~ some degree from ordinary business 
prac ;ic.e • .' · . .' · · .- · . · , , . . 

5· •. · A.~rt 'from· t~e overhead costs which an effi~ierit control w.ill'neoessitate, 
' .. t ~ • • • • • • • • ~ ... , ' :· .. • • 

the Monopoly must bear the cost of maintaining stocks of opium sufficient to 
~ j " ' : • 'I • ' .. ' ~ . . 

~et-subh emergencies as a seve~ crop failul~ or a sudden and unforeseen .. ~ . 
. ·incl1eas~· ~n -~~d. . . ~ . . . . . 

6 .•. Nloreaver., 1t.'w~ll have.to p~chase the stocks in ex:i:stence'-when i"D':c~mes 
• ~· o • I • • 

into o_peratioh aild'.:tb. PJJY. interest on. the. capital ,laid o1,1t -in this purcha.se. 
• • .. • • ... .. • ~ • • .. ' • # .:: 

7. 'The report qf the· Ad :P,oc -0o1;DID.!ttee of the Princ~pal Opium-Producing'; 
. ;. -- ·., ' 

Countr~efJ provip.es·, among other things, for the. purchas·~ 'qf the· entire opium 
' ! ..\ • • • • • ~' ,. • .. • • ~ I 

proc1:uction in any given ~ear even if .it exceed.s the estimated opium. requirements 

of th€)~otintries usi·ng opium for'm~·di~al and ~;i~ntif.:i.c .purposes.!(. Thfs .. :. 

p;tov.·isipn, considered .nec~ssary::frOm. the. point of -view of· intern~t:Ional· · . 
narcotics control, may, at times, result in the International Monopoly's 

l 

!l See~ documents .E/CN.7/l81 and E/CN.7/AC.l/11 annex D, paragraph 6. 

·/maintaining 
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mafzi~iD.inS 'larger stOcks' tllan :wouldj .f'or ·•·instanc~.; ·be. ~~sa~ .. ;q:r .no.~l
:buffer ·at6ck'·op9rations~·

. ·. . ; ·. ; .:.: : . ~.: ~. -· ... -' . . 
B. Restriction of ";po;ppl:.growing .

8. .- Experiences "t-lith measures a:J.med at restriction of ·agricultural· ;produetion 
:·• .' J • ;•,, .. ' '~' '.., • '• •' "•.,: • • ' ' "f 'o• ' • ~ o ' • •' '• I "' ' ' 

have. sb,own that :peasants resist"'auch measures unles·a they are .:assisted': in , :· 
;p;~duc'~ ai ie~ativ~ ~~~;p~ ~ · ·.. .. " : · · > -,. : · · ; ~ · ·; · · : .:· .· ' 

... Iii-~ :be ~~6t~d~ the;efore~ (~s was ~;pOinted out 'cllirinS the meetiilga:of 
. . . .... . . ~. " . .:· .,, . ', . . . ~ .. .. . . . ... . ' . . .. - . . . . '~ 

.. t~ Ad hoc Coll)Illitt~e at Ankara) 'that a·ome opium-producing countries will· · : · 

-e~rie~ce" ei-o~ difri~ti:lties ''oh ac~o'uilt: of 'the . '!:imitation of ;production of opium 

·to the quantity required for medical.and scientific ;pur;poseso The':po'Etsib:tlities 
. . . .. ~ . . . 

of overcoming the.se diffi~ulties by offe.ring 'tttechD.iceJ. assistance" should ·ce 
ca~fu~ly ~xandri~a~· · ·, '· '· · · · · · 

. . 
. :.Ce_ ... S.tabilit;y;.-_o:f' :production 

9· One of the main adv~tase's :to b,oth. ;pr9d~cing ·~d ~ufacturinS_c6untr'ies 
will C'?naist in stabilfty of ;prodtl.~t·i~n and :Pr.:tc~s; :. : . · ·. . · ... · ·. ·. :: : 

. . , 

10. Legitimate o;pium requirements will be calculated on the basis of est1llla.tes . ' ' . ~ 

submitted by the gove:t'I!Ill6nts of tlle manufacturing countries. These est1llla.tes, . 

after ex~ination and approval by tlle. 81J.:pe;.:viaory ~ody 1 will form the basis for 
. ' 

advance orders to be iSsued by the International Monopoly to each opium-
;producing'country. 

11. If fluctua,tioris in the supply of opium occur due to changes in yield or 

other factors, the stocks maintained by the International Mono:POly w·ill serve a.s 

a buffer stock and should thus contribute to the maintenance of stable ;prices. 

This wi~l be discussed in chapter V (;paragraphs 71..83). 

D. Possibilities and requirements of agreements on price stability 
12. Prices may be fixed; 

(~) For the whole iife ·of tlle inter~ o;pium agreement; that is,· for 
five years; or 

(~~ For a s~orter ;period than fi~e .years~ but for more than a single 
cro;p yea:r;·or 

(~)· For each year~ 

13 • Whatever t~e per.iod of such. agreement the discussions lead.ing thereto must 

be conduct~d on agreed principle~ clearly defiDed, from the outset; in a ;price 
formula. r 

/14. The ;formula 
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--~--------

14-. Tl').e formu'ifi should. express :all· the. elements which have been vita,l hitherto 
.. ' .... ·.·· . : . . 

·in price negotiations betv1een producers and manufactUJ;'ers. T.he establishment .of ; . . . . . . 
·such a·foi'IIlula i~ouid be the best way o:t: ~a<?ilitating price-fixing by :the 

· · Int~-rii~t:ionaf MonepolY.'• .· · :: . '. ·: · · · ·· · · · · · · 
. . ! ' . . . . . ::. . " . . . :. 

15_. l3jfore· _agreeing.·on.ot~;r ~-~:WC~s. or.~~. ~terna:~i_onal Monopoly .it would be 

mo~t d~sirable to agree on price policy •. A price settlement adopted for the 
o ' '•' • i. ~ I ' • • o • !. • ' ' ' 

duration of the· lnter:tm.,Agl;'ee.ment, could b.E? inco;rporated into its text. · . 
: '· . j . . . ' . ... . - . . ' . ' . . • • 

!6~-- If such a 'settlement ·1.~. nq~ ~13,Ch~d .. ~t .~h~s stage 1 _it must 'be co:n,cluded -

. f.;r· ~·:Period of one: or. )nOl~E) Y!=lar~.·-· pefol·~ the ':i:riternational Monopo:cy- begins its 
• ~ • ' • •• 0 • • ' • • 

operetions. .. · ·. ' . . .. . . . . , . . · 
. 1 0- • • • • • • • :- '• •• • '··, •• '; • • •• • 

17·. A~lorig-terin prlce settle~J;J;t .. shpul<l;. provide for price adjuat:zpents 

approp~iate to fluctuations in de~d· <:Pa~~re~~- 47'-56). and supply 

(parag~aphs 57-70) or for reconsideration in the event 'of'~·appreciable change 

in .t~e 1 g.uf;l.li~Y. 9~ -~ ~rticl.9-ar· national: ~'l~~ii (parag:r-aph 41) or· a complete 

charige! in the general economic .'situation '(pal•agrapll 56). .. . 

/II. THE MAIN 



E/CN .7/198 
Page 7 

II~ TEE MAIN FACTORS DE:TEBM:i:Nl:NG T~ -~p,n: .oF O~·:

, ,~~--Quality and fl~ctuations . . 
18 ... Th~ most im-Portant factors to dete.rnune the price of opium after the 

• 0. : • • • • • • • • • ~· ~ • ' * 

estabJ,tshment of tp~ International-Monopoly will be: 
. ·(~).The: ~uality of .t·h~_. opium; ·.· . . 

(~f~~e to~l-volu~_of su~pJ;; .· 
I t::- : ,! •' t ; f • , ! ~ , ' • 

(£) The to~al de.~d .f?r _m~i~al and scienti~i'c p~:t·poses;_
(d) The 'competi.tio:O: ·-~ncountered f~o:nl: · · · 
~ " :- -:. • • j ,, .. ~.' 

. . (1) Produci;ng and manufacturing countries not_parti~s to the inte . ..'im 
0 l t,, ~:~0 o o 0 o ' I J 0 r o . . '  

opium agreement, 
o o T o o 

(ii) Synthetic d~gs. 

B. The nat1onal brands of .o'liium 
19. ~he respective qualitie~ ot'~ti~n~l-brands of opium will'continue.to be'tpe 

: .. , • • o ~ o • • J ) ; ': o '• o ;•' ~ ' I! •' • "! : o i J : • 

most important single factOr affecting :,P.l"ice. differenqes. _. Any I!l8thod striving . 
for a stable soluti~~ of the 'pz1.-~e. p~b~ein must,_be \~sed 0~ thesef ~~a~it~e~-i~d.:. •.. ~

~· ": 0 ' o I ' ' " ' ' 
0 

' o ' 
0 

1 o 
0 

, o ,.; I I

their relation to the ma~ufacture of drugs. 
o' : • ! 'I <' • ' ' ' ' o • ~ .lo ,I ~ • ~ .. ,

20 ~ '+'he ~nternat:f,Qnal Mono~J,y .~111 har,e to aeU. dif~erent natiqn.al b~~s C?f. ..
,. • • ! 0

: • t ' ~ .: , , ~ o ~' I • • 

opium~ .. _Tl_lie.:w~.l:l remain so .'?,-s .lona as _the propose.+ of the Ankara meeting .thatr. f 
.. • o " ;: • t • • J • ' I ' • ~ • o • 

the Ageooy' should 11 inform an imi;>orting country of the countcy of origin and t:radQ 
mark of. the· op~~-with. whi~h' 1 t is be in~. suppli~d ••!l ~s. fol~~w~d. . . · ·. . . ·: ~ . 

• • • •• • : • • ~ ' 1 • l • • • • ,, • ~ ~ 

21. Some way must, therefore, be fou~d of reflecting in the reepecti~e buying 
~ . . . . . ·~ . . .. :. ~:· . . . . : . .. . ' 

·and s~lling prices all differences in t~Etl q:ualities of various national brands of 

opium. . Any price se:t:lilement, whether for· a lo~ger or sho:rte.r per;tod, :Will hate: 

to take . account of such differences. '• . 
• •• ~ 0 

22. The main quaii ty differences· "tire due· to the ··rol·lowing ·factors: 

· (~J··Mo~phin:e ·¢oiitent}' · '· · · · 

(B) Conten:t of· coaeine /papaverine·,~·and the1>~ine;.' 

(c) Va:riation :l.n ·transportation costs and other ·expeneier;~ d~e to differe.... . . . 
;.'.:·.in the morphine 'content; and . ' . '"i.: . . ... · . 

(g) :varia'liiori.s in . .'cof:l'ta··c;:r·.proce·saing' d~e ·to differences· in:the 'Wra;pping;: 

consisten~y ~ and general physico-c~emical characteristics of the opium:.· 

!/ See documents E/CN.7/l88 ~d E/CN.7/AC.l/.l, section ll (c). 

/c •. The .eJ.kaloid 

;. 
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) . 
C. ·The ,alkaloid content· of opium 

23 • The triain p:rO?-uct iri which drug matmfacturers are interested is morphine. 

Hence, any price formula must attach pr:incipal importance to· the morphine content 
' . ' ' . . ~ .· : . . . . . . . 

In point qf fact, prices are at present calculated on the basis of the actual 
. f . . . . .. . . . . . 

morphine··c;onteht, determined by laboratory tests. Very rarely, if eve:r:, are· the 

contents df codeine, thebaine and papaverine tested before. the ·price is fixed. 
. ! . 

24. It m~st, however, be note<l that the percentage of codeine ~Thicli can be won 
! . . .· 

from opium directly (and not by conversion from 'niorphine) has assumed more 

significarice in manufacturers''calculations during the ~at de~ad~. 
. . l . . . . : . . ' ' . . . . . ' . ~ . . 

25. ··The use of thebaine and papaverine is also of growing importance and affects 
. . 

the pricelof certain opium brand~.· ~hepaine and papalerine se~m to be ~~ . 

greater i$portance to'Europe~n then to United States manufacturers. . . ' 
I . . 

D. •Weight, transportation and handling expenses ·. 
, • : • • : • "" ,• ~ .. ,. , • . t • • r • 

26.:.The difference~ in· conteni of morphine 'arid other alkaloids are important 
. ·t . . . . . . . • . . . ~ . .: . ' l .. ' ·. . . . . 

factors a~ such and they also influence the price'of o~ium in other ways. 

27. If, tbr. i~atance ~ qpiun/of b.rand 'Jc' ·has'·~ mbrphine content of 15 'per. cept 
f . . . ' 

and.brand Y of only 11 per cent, a manufacturer will need about 27 per cent more· 

opium to ~±-oduc~ .the s.ame quantity bf moryhi!le from brand Y. In the latter case.,.
' . . .. . 

he will h~ve higher transportation apd hand,lipg expenses; more samples ·wili have 
... • ~: • f • • " 

to be takjn for laboratory.~ests; ~ore storage ~om wi~l be needed; aP4 oth~r 

overhead, costs will· simil,arly increase. This must affect t;he relative P+:i.ces. 

Hence, a ~18h mc;rpl+in~ c~ntent commands a premium~ · . . . ;. ..... 
'i' ' 

E. ·.'Other dif~e~ence.s . . - ..... 

28-. The ~thad of wrapping also can make. the ha.t;dlipg o~ O)?;t~·,eas·:j..er ?~ more 

difficult: Moreover, .certain man,ufacturers have adapted their ma.chiner-.f to 
! . . . . ~ . . ' ~ " 

particular types of opium. Although it. would :perhaps not be. unduJ,.y dif;t'·:,~~lt· to 
I , . . . 

adapt the.machinery to other qua~ities of ~p;t~, these factors have created 
• 

preference~ for certain national,brands, . ~ . . .:. . . . .. . .. 
29. The :j:nternational Monopoly w;tll, of course'· ~o .. its .best to ?ater to .these 

various p~f.e.rences; .and its. pri~e. pol1cY .. wilL:ta~e. accpunt of existing usages . ; ... . .. . . . . . - . . . .. . . . ~ . . 
and preferences. 

/III • A PRICE 
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Il~·t~ .. :fv.PRICF;· FOBMq~;-;®.R 'r~~;IW.r.~AT;J:ON~, ,UONQ.~PJ:.X':; 1 ,.~·
._, .. ••• ,o,·t , .:·~• . .-. ,.,,,,,,. ~,.,~·-'I'·~ i\W,.. o,..l\"'""~1·~ ,._...,,, . .,._.., .. ... .,...,,o_.,. .. 

.~.·· .'. ,,r ~ .:r.: r_1:· ~1;'" ~.:f).:-:····~' .t::.~:~~.t,;·~(l;:·!l ;

A.. The objectivE(s of a price formula 
' ,:.,,} 

0 
• • ... •' ' .. 0• '•,b, CJ ,,.J;, 1:. ,\•.-:••' '- ',l;. •:,; 

0 
:·: .', 

30. The general objectives of any Rrice ~formul,a to gpve.rn .the fixing. of opium . 
. • -i".,·~~·~.""--.- ·.'· ...... '.·;,,\."'.a. ;.:r;· .... k .. Lr.--: • ~-.;i• "\.'~ r.;~'( ~' 

prices ha:ve beep defined in p,aragraphs ).3~16. .. . . . . __ . ~ . . , .. . 
~ .. _. ·:: .·: • ,"f;,' ,~ ,... .. ' 1.. .. ;.', •• •• -~.. :1• . '''·~· •• ', .... , ... t.! ... :. t .... • i":,;..: ~.,~ ... i .. :·':;'''",.,.. . t. ~ .

31. ~ .Pr.ice ~_lic;y-~ a:d~pt_ed l?Y ~e .I~~ernat~on~~ Mon~pol¥ ~!=J.t,_ .. ~~s ,S;;t;r~~~l ...... -.• 
sta~d.~' ~?- iD:~ ~p~s~d·e~:t~o~ ~~.J.: di~.f~·~~~~~s. in, q~al.i,t~~~~ .. ~~··!~i.~ . .'~:r-~ip.;r.~~~~:~· 
at present ·~f~cti~ th~ intem~t-iona.i ~:Pi~ trade. · ...... ·· · .. ·· .. , . · .. 

... f :.~.:" ... ~ ... ~ 

32. Wi;t? :tr,e~~. qbje~tive~ ,in.~~~ the .f9~l;o~n~. fo~.la ha.~.,p~~.n.~on?~~VJ~~~.,~·· 
0 ' ' • I • , '1,. ) .. t, ~ o .,, 0 "' • , '> • f..- , 0 ~ I , '  ,  o , , \ •   o 4<f 

Op: Dhp nlc• n 
o ,denotes the pr.i~e .per kilog:!:'aillill.E( of (?pium; P.. . . ~ ( ~ . . . ' . ' t : . . \ .. ' 

mv the value per l;tilog:ramzne of' Illl?rphine co;nt~ined in the opium ( the:.tun;i. t.v ~ · . 

price ... o:f ·:·u,nma.hufacturad xqorphine).;, ·· .. ·: · ... · ... ;· ·. ·· l .. · ·····:· ~ '· ;: 

~··me)·.the PE?.rcentage· content. of; morp~ine. · ( fu·.be ·~ete~:~lished ·by laboratory .. !: :-~,,·.

teet..e:}.!.-·~d. : . ..::· .... · ..... ; ·: .. . '. r. ''·· .... :.:·. ·, '.· .. :: ," .... : .. ,-~t . .. 
, ' t r 'I 

n the .. ~'n~.t;t.ona]. .f.actO,xJ', :Vaeying acco~fng. to·· the countr;t:o:f'. orig;L;n. ·.: • ·: '! .• . . . 
)3. '!'he opium price wou.ld, thus, be determin~d by 

<!:h'JJhe. so-:-c~lled:.upit value .of morphine;·., 

C~) The a9~~~ .percentage. content;. of morphine:vhich will. be. e,st:ab·lish~d •by ... ·'

l "'b to · te t 1 th 1 ... l/ and · . , ;:·J..· ~.o.ra . .'l!Y ... ea n e.u~ua ·"B:y-:; ·· ...... r~ ~-·~·:. ~~- • .: .... :·!·~. 

(£) Certa1~ .~tional qualitie.~ of· the va,~~o:us .b~an~.s .whic:Q. ware; discus$ea:r ,.;· ·;.

in chapter II, paragraphs 18-22. 

··:B·;' : ~hei" "hationa.l' factor" · · · ' ·

34 •. Where the'content· of alkaloids other' than morphi'rle is: of' int'e·rea··(t.o·· ·.' . -. 
manu-facturers· and .. such,.content :fa· bot''cieterm.tned:~ i>i. ~hePlical anaiysia/ it c&:l.'' · -: 

. • • t . . ,· .. . . • ' ' 
only be expr(i)~se(f :i.ri' the ttnat:i.onar·'fact'Or"; (nr·~ ·:t..l :.•. ,' •..• ;· r, •. ··:..:·· '• •.' ... '': •·. ~. ·; ~.: .. _ ... ·. .·

35. Other considE?ratione such as var-iations in .. Y~pp;l.llg, rco.n'Bist:e:ney)'i a,-axl~phys!co
• , ~ .......... -~•.-• o .. , .. ,J ... #k .. '\'1 ,_~"'\ ,I, 0 I' '' '-' f 0 f ...... ,._ 'VI~ 01'' C• I 

chew.;i~a;\. C~fay~e~atics.1. ~~ould· ~im;ill\ll:r~·· b~·; emp()l}~ed~~ .11.}: ·the !!na:~~C!)na;l:1 .factor!'·· •.. 

!/ l t · woul,.d. ~ ~q.ns·~!l~~bJ,y.·, ei~plify 'Jtlier ·in:tel'I!-a t.lt>ilaL:~ oj;li~' :·ti'a.de·:~ H'!i theJ.kge!i6U'.;. ·_ 
were proy~~.£?~ .. :W+ ~~ .. a! l.a~c;>~~;t'Y .. w~fC~, Y9~~9-... e.~:tt~'Pl,.,li!~ '!fh.e. ~'I"'nf!in~ ~RJ;a:V£?n:t. .. 

. by an agli'ee·d,:form:o;t''te's't"• , 1 

jc. Long- and 
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c. ·tong• ~d short-t~rni', pric;e · fix:i.Ae · :a~pOJ:~d.infl. to the. fo±-tnu.1i : ·. 

36. The figu.res representing the various ~~~~.ti9nai facto~s" will- :r~qu~re .~11 

discussio~. Negotiations between the repre~·~·nt~t:i:J-e~. of manufaot~-~ers.-~d .. ·. . . 
j • • •• . • • : • •• : . . ..... , • . • . • • • . • . ·: .. . 

producers ;may focus on this feature of the formula. · -., 

37. The tormula should fadili tate long~t~rm. ~~ . short-term pr:!,ce settlements. 
~ ' • ' ,. • , • : , 1 , , o , .,• ' ' '",' ,' • • c.' • ' • 

The latteri ~ould requi~e annual decisions on the.co•efficien~s to b~ substituted 
' • o ' ' I "", ' , 

for the ~imbois. of 'the form~a~ The .. io~~la: ·itself,· howevE?r, wouid 're1718-in 
. j . . . . 

unchanged~; , 

38. D:ts.C1_fssfoh of ·lang.-term price s;ettle~nts. shouici i~clude consideration of 

the folloWing matters: ! ,• 

39• The ~alue of my_ may be fixed ~or the duratio~ of.the settlement, possib~~ 
for five 'ifjars. : .' .· · ;···, · ·, · · · ' · 

I . . • . "· : . 

40. It may also be possible to determine the various· ·"national factors" for'.the 

duration ~f the· ag;eement .. :If thifi·could:be'dohe in·addition to fi;lCing·the -~allie 
.r 

of m ' th~ price ingredients would be stabilized except for the morphine content; .
v .1 . . . .. .. . .. .· . . ·:. 

which would be .established by· test-·or· repreS'entattve samples taken from. each : . . . . .. .. : . 
major con~ignment. ·' · ' 

41. Reconsideration of "nationaJ. factol:-sf'. should be made possib;Le· in ·order. to r 
I '\ t• • 

encourage ~reducing countries to improve 'th¢ standard of their opi~~. ·• 
42. Reconsideratibn of the value of m ·also ··could 'be provided in t- ~-vent of a 

. v . '"""''.. . 
radical ch;ange in ·the ocon6ni:tc situation ana tho general price trbnd (soo ·· 

paragraph~ .17 and 44-45). -

43. Perh~ps in time it may be possible to devise price form~ula~ which :Would ~ake 

into acco~t th~ contents. of c~~tne 1 ._.thebaine and papaveriile· by test of 

individua~ cons.ignmen:ts· B~ ,thls_.is not yet practicabJ;e ol:' requisite.·· Ho\rever, . 
more and c'omplicated laboratory teste would be necessary: for such. f~lae •· · ·· ::: 

• 
D... -How prices· wouid be computed. 

i: • 

- .. " ' . . . . ·~· ., ... ' ...... 
44. Afte~ computing the ~urchase-price·of·opium ·in· accordance With. the prescrib~d
formula t~e Regulating committee will decide what sUm, if ·any,. is deductible by 

way of conlmi!'lsio:n (see E/fJN. 7/194.; paragraph 47, and paragraphs 59 to 63 of the 

present study). 

45, Ordi~rily·.the ·selling·. price :will ·b~ ,:f:i:xeci 'b{··~di.ns·'to ·.the. :Pu;cha~e ·:P;~~~e .. · 
I • • 1:-._. r."• ~·~ ~ • ;,,,,(. , •• :~:· .... •,,, • • ... , ;!-,j,·'·'-t! .. •\ ' : • .. ' ••: • 

the commission on sales and the levy proposed in _paragi't;i.p~--~-.of'.:d9'ci\ment · .. · 

E/CN • 7/194_~ 

jrr. PRICE 
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' ·--.·~ ... · · · .. ' S": ,~ .. ':(i2·.~t ' ·.l .

46. The price OP,ium is, subject m. SOIIW degree· to fluctuations ili demand and 
' .. ·:.· ·:# !-: .. ~· ..... --f.' *'

0 .

supply~_;_ :' .·.:·' .. ·::- .. · :· .. .• ·

A. Fluctuations in demand· 

47. World requirements of opium for medi~~ p'Ur);l9.se.~. ~~~ :eho;trn fJ:.~!l~,fini~,e~y . . : ..

incr~ae.ing trend.:Jn ,~,9ent years,. W:i:th~~he .. expe.nsion. of ~~~~t~.;e~.rv1;ce~ and.·.·.: 

extension of o.bl:J,ga:~o:cy l;tea;L th- i~urance to ;LBJ;'ge.• ,~;~ect;t:Olie. o~ t~ :WOJi;~d, !.~ .. · f·· ·: : 

population, th~ legitima~e .consumption.of.~rcotic aruss,~s-likel.Y-~0 pO~~~u~ ~Q.

rise •. •. 'I 
. .. . . 

• - c •• 

48. · The use of s;ynthetic drugs'. h~ abeorbeQ. some ~ut. not all ·. o~. the 4~~~~~ed .. : :.:.: 
demand for opium. The InterJ:!.ational Monopoly: ·Wil+,· of course, ~tgh ·the .·. ·:": ... · ... :,

competition which may come from this quarter, but it ~a +mprobable .that during the 

proposed five .. year tam of the inter:f.ni 9pium af31:eement ·~any BJldden "sh~ft .from op:(um . 
. . " . : . • . . ~ . . • . ". . . .. .· • . . : ; . : ' ... : ! •. • -

drugs to synthetic drugs will take place. 
~ :· ' • • :: ' • ~ • 1 .; • • • f • 

49. Hence, plane for the IriternationeJ. Monopoly ·and 1 ta ~rice po!:l.cie's 'cen be : 
. . ~ . 

baaed on the assumption of·a steady and pe~haps increasing de~d; 
.. ; , 

50. Since the euggested.:proc~dure reqUires tliat definite eetimtites of the· 

expected demand shall be ~·ent t.o the Regulating· Conmdtt'ee 'before the production in · 
. . 

any given year is ordered, no difficulty<ahouJ.a ordinarily arise from variation in 
demand }J . · · : ,.· ' · : · 
51. It is possible to i.magine circumstances in which manufact~:r:~. ~igh'~; ~o.t . be. 

able to honour thei~ advance estimates, as, e.g.i in the event of 8J1 econamic 

depreesioJ?.. . : ; · .; .. ! · . , . ., . 
•; .. ,.-,: 

52, Even in a grave depression, however, the need for manufactured d.r\lgs is hardJ.~ 
, ..... ..~ . . /' 

likely to be aeri~ue~y. aff~oted and .i;t; e~9W,.d :,a:ccol;'d1~. -no~ .~. dift;~q·ul t to ,dev;lf \ . 
• ' '• -. : ' • :: ~ • ' ' ' ' ~ : .. ' • : • ':\. , 1 , i .. , , "' I , , J ' 

safeguards 't-Thiolr~rotdd ~~otec.t·the :tnternati(?nal''Monopoly :froiJi oo~ burdane·d., 
:..~ ,·~··· .. :.·· .··. :,·· ~ ~ ·.: ............ · .. :~:t~~·. :··. ~"-;--:.::.· .. ,,. ... .. ,_~:, -~·- .: ";·::. .. 

with UI#}.UI,:~.lc.rge . .atqcka during auol;l,·~ periqd;'. /. ~· ;: ,. ,•:· .. : . .. ,!,· .. ·. .:· .. ·; .. 

53. ~he!' 6bv~o~ coJ;~ll~:r.i .tb .. ~ik:·P.i~crvi)3~;iort .that ~the •Int~fuat,:tohe;l'M~nopolt should 
••• • • • ... • • .... ". • • • : \ ..... ,\· •• ~ •• :: • • ~ ": ·:. • ... .J ...... ~-::· ~ • •.;i·,· .. · .. ··r l ;.~) • _ I" • • 

honour ita advance oN,era .is, t~~.~mf.ul¢'act\i:rer~:-~~~~d.;.~~;:P.~~-~>~r.~bli~~tion t6-
purcha~e,, .a q.~ti:ty _,of' .raw'.topi1lln~orr~.ep.ond.A~-:.:t_C?:.~'tfhe~ ~~~~~.i!f3 . ~~a.:t:813 .in :th~ir 

JJ On fl,uotua.tione in supply, see paragraphs 57•70! 

/Governments • 
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Governments' estimates of opiUJll requirements .• ¥· . .' :. . .. . 
54. Such ~ obligation would not impose an unduly heavy respo_nsibility on 

manufactur~r~ 1 SinO~ the . cl~Um~t-ion Of·:·ma:nufactutad drugS is·. uruikel,y to fall 

short of e~timates based on previous actual constunptio~. Moreover, a long~term· 
' • 0 

price settlement would provide for reconsideration of the· price in ·such ·· 
II • • • ' 

circumstanpes. ·(See. paragraphs 17 ·and 42) · ·· . . .. . ... 

55. Even ~uppbsing, however, 'tha.t coheumptidn did in,fact _decJiuo in a .Pa.ri?~cul~J:
year, the tnanufactu:ring .:comtries coul!l' reduce their estimates· and. their ... 

' 
purchase!'! ~n the fol:I;owing year and .. in this way ·adjust their positions •.. 

56. If, oh the other hand, demand should in any particular year exceed the 

estimates· ~ublilitted by Governments.,· the•.difference between. the ef:ltimated· and, 
I . . 

< • . ,._, . 

actual demand could be· su~plied by the'· Ag~ncy .t:ropl stool~, .· · · 

57. 

, • • • t •• '• ••• ·. '1: . . '• .. 
B~ !luctua~ions ih. su~lz· . . . . 
Fluc~uatiohe. ill the supply of. opium ·may. be. ca\lSed by· 

.(~) ,·:S~l~ product.ion due t<? y~~lds ab~v~. average (bumpe~
;crops, he:r:einafter· refe;rred. to as s~plua yield); . 
. ' . .. . . . . ' 

(~) _Surpl~ product~cn due .to poppy-growing on a larger 
i ', I ' • o '·, • • ,_

:area th~.that ass~gned by the ~egulating.Co~ttee 

i(hereinafter referred to. as surplus area)s1; and . . ' ~ . . . . . 
(,2) ;~hort crops. 

i 
Surpius production 

I , 

58. As r~commended by the M .hg£ CollJl!1.it;t;ee at its Ankara meetin..e;:;· the Agency. wil 

have to take over the whole current opium production. It need hardly bo SS;id · .. 
"i 

1/ 

..... 
j 

Sue~~ guarantee would amount to·the conclusion. of a purchas~nc cgptract .. · 
between the Agency and. the roDnufacturers immediately_ after. t~ Regulating 
comrilittee hfis allocated· the ·production between tJ:ie prdduc1.'ng··coun:ti5:res·. Kif·.:·
this ~ime the opium price 'tvould have, to .be fiXI9d· evert if no lqng':!:te~· p;t•:ice . -
settlement should be reached. If tpe ~att~r.sP.ou+,d be achi~ved it wo?~d be. 
even easier. for the manl,lfacturers to birid ·themselves since·the.-sell1Il8· :price 
vmulQ.; then remain unqh~nsed .throughout the- f.;i.Ve':"yea~ pe_r~.9d •. ·. ~.· ~·. , .. ;. , · .·.' 

gj The s!ize of the area v.J.ll be d~termined .on. the basi.~.,-Pf -a.ve~~e yie~-q_s duri~ 
the p·ast years. · 

· .. : .

/that storage 
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that stor8;ge1 ;of• ·the· opi ~ : Pr-9:duced in· exce .. s~ o;f. :.l:'S.)q u:j.J;!~llJe~'l!s~. i'~J:: ~ tP,e.-: .. curre~t ·.Y.~ar... . - ' 

will increase the Agency's adm1nis.t~:tivf1::a:xpepd:-i 'f!'IJI!e •. ~ : ' ··~-_ :-;,.~ ~ :.: \":,. · : .. · · .. ,.. . · : 
' . . .. ,. 

59. This obligation will also entail additional financing either through the .

capital ·or the ;e:volv~ funds o~ b;y comme~cial or long-term. loans ~n:··~hi'ch .. : . · · 

inte~~;::.;~~ ~~~ .. ::~~'-~~ ~.:. ~j~~. _.~h;~-~i-~4..:.~:9.~·~,1~~~·.·9.~~~~: ~~~~~·.~.he A&~~~Y '~~li··_-17?t,
• ' ' ·~ • - ' "" 

0 0 
• ' ·•• ' • ' • ' ' ' ' • ' ' 

0 ~ '•• ~ I I • o " 

be a~+.~ .:t9 .. ·:J?':l-1.:.fo: .• ~~c?~.s .. :IU:?~~~i.o~~ -~'~-.,~o ~~.~~ ,~ie~d1: ~~ .. a~ pr~c~ .. ~a .for
·opium spec'-I:ic§.]J.;y; b~dge.ted for.. . . . " . . ... .. . , .. .. ... . 
6o •. Sin~~ too. ·~te~ti~XW:{ ~~no~~~;,·~l1~- ~~ke· '~v~r .. th~ · s~~r~e o~ ~~1~~ · · ·· : ·

. . · .. :.• . ·.: .,·· .... •. 

stoe~ ... ~w q~j.e0.£.~Y.:~ividW3-l. Prod:UCi.ns~cQunt~:t~£:! 1 .~ d~viation .from the .. . . .. . . . . .·· . ..... .. . . ;. .. .. . 

principle ~t:J.la;r:~ .. e.~!l-~~tq .. ~.he .. s~.·P~ice fo~ 9pium ~~ C?Jilpa~~t~ve .quali~Y .. . . . . ' . .. . . . .. . . ' . . - , 

would be : J~~~f~~~ ~,. ~J:i:l,~~s. ,-pa;f.O,. to ,e~h. ~ount~. ~~~d thl¥J be S:l:lo/ed to vary. 
• ~ • * 0 ..- .. 0 ... 1 : • .. • .. • • • • • • • • .... • 

inverse~;y ·with the yield .. , ,_The. ·:f:ollowms .. soaJ.!=I .lla~ . b~e~ computet\ principally C?P 
0 •, ~. ~ •• •• ~t ,·~···· ~ .··~,· •• , •. :.•. , ... :.l .... -.o;, .. ~ :: •• -·· •• ·.·.·~ 1\.', ..... . 00· •• _

the basis of tlle cos~s, of. :$J::l'P~~es_:fi, ·sto;-~~ ~~ ~:l.ng that ~19u.ld; ~alt .on the 
, • • . • • ' • l . • .. •. ~. ' ...:.. • • • • , • ..: • : • • ...•

International Mono:Pol1.. Th~ .. sQ$ ia to l>~ conside;red experimental and .~ubject 
I 0 1 .:1.: ', o ~ : ) ,: o :: o o o o :, • o ,, o o :. ': ,I o • • 'lo I \' ,of< > o J';< < : ; ' ,'o o of ! : 

~o change. · · 
,0 14 ~ •' ~. ' ~- o .. : ; ' I o • :,, • ... ., •, \: ! o I • , .. ·: I• ,1. • o J I" ' o • 

61. If du.q.,:~o,s.w.-plus yield, .the tota.J.. .ann\l.EIJ. Noduction of an opiUIJl'"produoing 

co~try ex~~~~ .the. "¢vane~.~~·~~·~ :t·~·\~e. pro~~~ ·9~\~t~~. t~e ;~i.oe .Paid· 
by the .A,ge~y,:t·o th~ p~oauck '·~~~tcy 'aru;uid.' b~ r~d~d ~~. i~ii~ws: .·, .-

• - • • ' • : : • • ..... ~ • • 1 

·surplus ·production.: ···Price~dug.tion.'.:for .sw-glue., · 
 {I>Gr cept j  ~ . (per cent) · 

• ,I o • •, , ,• I r I o o •,    

1f:~~ I • • ; • • ' ! ' • : • • 16 I 

26":"~0 ·: < l .: .._ :;:.•· ,.· ... : . • ' .• .-.3.5., 
516"'75 ... , •.. ,., . • '"•' ..• 29· '7 -~00' . .. . . . ..... . . . . '25 

··over .100.... . ; , : .:· . :·. : _,::· '·. ···• 30 

62. '-Some .a,djus-.nts ·of. this· sCl?,l~.':l!!Q.y;.· ·a:ii. times,· .-be. ;pof;sib:t~· .. Bl)\i···dee.;f;rable~ · .. >.

If, for ins~ce., surplus yi~ld in one country coincides witl:! .. ~~q~;;cr.opa~ in,·;ot:ije~~

countries so that the Agency 't-rould not be burdened by additional stocks, the . ; •... •" -·. 
Regulat.~': C~.:liee: shoUld· b,av:~; t~,~.o't-{sr. :to ·Ji)ake(·:~:PPI'.QP.r.~~te·· v.~tia~ionsri.n :the. 
seaie-';'"'~tilii'r~~ra tb the ~~nhy' •··it cbiniris.:t>ci~'~ei.1hiati~rl"J'7- -:;.---.· J .. · ..• :·:· ',!', -~~:::- .. ·•· 

' - 'l: ..... ,·.'· •• : .-·~: •• '~::·,, .... ·.-· ••• , ··:':·~;,;·f •. :: .. ,~·~. {;. ,4 ·~-'~ -~,';~ .;.~ ·.:;0,;::~:;: .. -~;,,~, ·:/' .:•' _;; :) .• ·• 

63 •. Q~.~~ ·.ot~~}l~ild,-... .1f..ifh9. sto¢~ of'.:-~~~- ~:t?.e~tiq~* M~~:p,ol.Y.. are ,a+,re.~;r.". 
1'',• c: • ,o'l.,•• t ',•', ',,••' •' :·~I.,., o "'•, l,o •;:~ ')' L J ,' ,, ;. o,s ·~·~,• o••~ r ... t.• .,O,lJ•J.:o.,•o #,'"l,' ,.,~:, .. A,. f. ~ , 1 

at their maximum of o~ year's world req~ments before the ·excess production is 

JJ See E/CN.7/1941 ~«rtions 17 and.·l8 · 

/ta..lr.en over 



taken ove~' -b·/ the·· :iri.ternciti~ri~~. M~~o~oi~ :y.:th_~·: ·s~_ai~ ~ J.,y: ~~e-. ~o be .. ;ev:i~~cl- . 
' f I ' • ·~· ~ ":" '"'' o I ; ' I • ' ..,.., ! I ~ • I•' • •-.:, • • 

upwards ~d may then range from:···L5 t~' -~6 ;p~;r· · ~~I.l:t ._" · ·. ·. · ·. : . , 
. · .... ·.~ .. '· -~··t~' ;··:··:._.,~.:: .• ···,. ·.··· 

--(:2) Stp:)?lus area,. . ... ··:: '. , ·.':;··:-:·:·.: . .. : · · .:..·· ·· .. · ·. ·-

64.· Grov~n~-- o~ium .PP. a_la:rger.. ~~ef+ t~. that .~ec~ssa.ey. to produce the ·amount· cif · ;
opi:um. a~~i~e~ to. a producuig .. c~UI.lt~ .i.Ii-,a .P~r"\i.ic-ql.~r. ye:ar· will· be a: 'v_iolatiori · O'i 

• ~ • • • • ,. , ' • ~ • '• ' • • ~ • : • <f : •. 

the interim opium· agreement. It'will· be the duty o! the.Regulating·Cofumittee· to· . ~ . . 
investiga~e ~-~~~ viol~t;ons ~-.}~nd_ ,~t~~. ~s'!lal?.l.is,l~ing :·tt.e fac~s; · ~~. ~e.c.id~ .·.6~ .· ~- . .

appropriate measures._, · ....... , ..... · . ,. · · .· · · · · · · 

65. .J;~ ~~~ · ~teres~s of -~t~~at~o~~~ :D.~c~;r~_.ics. con~rq_l., th~ Agen~y 1-Tfll ··hava'·:·tc 
. . ( . .. ' ,.. '• 

take o:ver:' the total op±wn production ._even ... from- a co~t.ry that haa vioJ.ated · · · ·
• .. .. • • .. • t .. • : •• ••• , • • •• • .. • 0 • • • ' • • _; • ~: :· :·

the inte;r~_. o_:pium ag:r:~e~en~. };\.s- w~tp any; 9t~~~-· ~:x:~e·aa .. productfori_, ·this· un1: . 
inc~fWe· ~~ !ge~~y·~· c~~t.· b~t. ·s.~n~~ -~, ~~i~ .. · !Je.~e. ~ne· e~c"ess. vrill· kv.e. deri.~ed · -'·

• J ' o • ' ~ • • o o - • • I • ' • 

from av.~i9-able caus~.s-, .the. follm·Ting. me.as~es,-~~Y he consider.e.d:: : . . :. . 
' o o • ~ o o - > o • o o o .... o I ', o o ' 0 I ..... " • • o o o .. • .. .: I ~ o ;, o~"' • 

(~) :The excess production due to surplus a1~a should be ·delivered . 
. · ,- j· ~o: ___ t~~ ~-gency on .cr~~i:~ Jw..; th0;111"t; .. mterest):; : ~ .- ·. · .. . · ·. '
(b} ; .The· sur:pl.WJ quantity e:P()ulQ. .be a.bsorbed"by· the quotas 'pertaining 

...., ' • 

00 

' 0 I 0 '
0

.. I •' 
1 

• ' 
0 

' , , , 0 • 

:to the. co.'un~;ry in t}le .followipg .. y~ar {or:.-years·j if. the ~ount i~ 
~ large ) ; . · . . - .. . . . . . 

(,£)' [ :P'ayment ~hQUl.d be· .mad~··ohly when the surplus is -t~ue :ab~orb;d ·. 
~by the country• a rrnormal" quota and the Agency• s storage ·cost , 

~till that time'should be deducted from the :price. 

66. Such~ an arrangement would oblige the country concerned to reduce· its area ' . . ' . 
under po~pies in the y~ar or years following the surplus cult:l.va~i'on·; 

67. The arrangements suggested in p(:l.ragra:phs 59 to 6.9. are based on the . · 
f ' .. 

0
' , 

0 
, • 0 o • • 

0 

:· ,, = 0 
00 

• 

0 

• :,o I : • ' ' ' 

assumption t~at statistics of both acreage and yield. are· . supplied, regularly. to· i;:: 
; • • • • • • • • 0 ; ; ~ • .. • • • ': • .. t • • • 

International· Monopoly~
~ -

---~ • • • 

11 Wot countills. the 'ao-called'-'1old:" stockett;. i.e .. , ... etqcks ~~eady. in existei)C,~ . 
at th~ beginning o! the Internatiorial.Moriopolur's ·bperat·iona 1vhich the Ag~ncy ··
Will if possibl~ ta_l~e over . .(E/CN. 7 /19~,.:aection- 18; -:par~raph··62h·:·-"· · .. :- ·· · . . ·: ..

gj Se~ E/~ .. 7/194, :s~cti~~ :·~,:-~~~-~~~h. ,'j:. {:~·>.~-~; ~~.ction;:lo,.';pa~.~pli··=28(lf.:· · . '

/68. It may 
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68. It may be objecSted -to admit the existence of 

surplus areas end that, accorclingly, smjlus crops vTill tend to appear as being due 
' oi' "';o ;' I;, f" :--1'" 0 

." 1 0 •,• l , 
0 

°v 0 l'lfo• ~1' Jl 0 
4 

0 
J :, 

0 0 

to .s~lus yenaa rather t.han surplus e.reas. ·:ti'--aa~: .. :the· :apparent·· -average' Yield for 
M -. ·:: 

0

0 O O O 

00 

o' 0 O 't·~-·~. ~· : .. ·.J .... • •• ' O ;· "';O FO , .. ~.!C' :~.~ 0' • 0 •• ~. \ ..... ;" .;.· O O ~. 

the COJ;Illtry in qu~stion W,i;LJ_ gradually increase· an[ the . area allc>'cate'd.:· to·· '1 t by ·the 
0 

f • • •, o : 
0 

1 , • • • ~ l 1 o, 
0 

o ,: • : o 
0 

:: :, 
1 

•, •o : ~ 
0

.. ,' 4 ._~ , •' ' '' :- .. ., • , ; 0 • ~ : .' ' 

Regulating Co:mmittee, .for the growing of poppies'' being based. ·on"the·'average yields 
o ; > 0 -. 0 

0 
~ :, ' 

0 

::
0 

' 0 °', o• 
0 

• o ,• ; o ~ ' ' I " , I 0 

dur~I!S ~he. })l;'eVious. r~ ve 'ol~ ten years,_ .. w~~l be gradually' reduced~ . Thlis' a· 
producing ·c~unt~ ·~o\~ci nardly :ill th~ '1ong -~··r~ap any benefit fi.on;.· 'the ~~e of 
mislead:I.hg statistics .lf ·
69 •. Moreover, the International Monopoly should be .abJ.e--.t·o· clieck'~li.~:·acreEige under 
poppie~ -by--it~ :i.ris!»e.ctol;s·~ 

o: • •' ,, I •' 

(Q) . Unde~·Jirod~ction 
70 •. ..Under·prod~c'l:;,i_9n of opiUlll d!-le to reduction of poppy-grmri~ :'beio't-r the ar~~· 
pre·~·crl~e{' :bi ~hi? I~t~rnat19nal ~~onopoiy .is im~rob~ble·~ at ~y· ;t•ate,. d.~i~ .. the . 

' ' •• 0 • ~ • • 0 : • ~ ;'. •: • : • ~ '. • ' • • • •• ~ 

ear~~ ye~r~ 1 thoug~ it may co~ceivable occur at a_ later stage~ During the early 
years ·or· ·t~ .Int~r~tion~l M~nopoly .the emph~s·i~: is- likely t~ be o~ · th~ res~t~i~tion 

• : • • • ; I .. 1 'h 1 

of poppy ?ultivation. 

' ~ . .

. 1/ See Report of the Ad ho·c···Coi'nmittee·· of the Prihci:pal Opium·P~bducing,' Co.untriee 
- (E/ON.7/i88; E/CN.7/AC.l/l, .Annex D, paragrap}]. 6): "The co·ordinatinB .. ,,,, .... 

Authority. may re·q ue.~;~t .the Gover-nment . concerned to furnish .-a. -etatement of the 
reasons· i'br. suc;h -·eic~se -.f~r,. opi$t~ic~t~_op,·: t~p~ ·.:f?.~e· ~til:~e~eAJ:ari~of. ·.the·· .. ·._ 
Socretary·General of the United Nations, to the other pa;r:;t!,e.~~ .~C?···~,h~ A~eement, 

. and. s{lall :take.:. EFiioh~ .. mea.!?~~s. ,as-.,:~Y:: ;b~ ~C~E!aa;-y :··~:Lif.J?.: flr:·;riey·., ;to ,.z:~ducing such 
~e:x:cess.productio~ .. in.~t~~ Y.O~rs~
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.. 

·A.~ The objectivea·of. stocks ,, ~ ~ 

' 11.··.· The International Monopoly will have t~ mainta~.l,.a~ge a·tocks becaiis~ of: 
~ . •' . 

(a} . Short crops . or other emergenci~s .f:luring "1-7hich the ~upply ~of opi~ 
fJr· me.dical imd·· BC·iemtific pUrposes plUSt b~ l!laintai~d;· .and. : . . . . . . . . . 

: .(b) The obligation to purchase the: whole current. production even if it 
.-.o:- • • • • • ' ••• 

e~ceeds the annual re~uire~nts • 
• 

· i! · Sel.1.fuB a~rat.ior$ · 
' 72. The holding of an ade~uate stock should enable the Agency to supply the 
~ 

manufaqturing countries with opit\lll in accordance with their reg_u.irements, and at 
. '- . . \ ' 

fixed ~d- ·stable. prices·$ 

73~ .·The opium.should be Qought at a~b prices as to enable the. Agency to.pay 
. ; . .. ; ' ·.· ... --·. .. ' . 

interest -on:com:nerc:!.al or other-loans b-~ l:l}l:i;ch the stocks will have to be 
• ''• ' or • ' 

financed,- to pay the··, cost of· storag$ 1 ~d. ~to. sell the op~um at norinal prices ' . . . . . ~ 

l7ithou~ incurring losses' (section o(a)) •• . . 
' ' C~ Buying operations 
i. - -------

74.. The stock of opium will not be in,c.tea~d -when prices seem inclined to fall, 
I . 

for itf! purpo·se is not to mainta1l). ltt'ltP.~!!J• ·~lJle reason for concentrating all 

suppli~s of opium in the hands of the International Monopoly is to ensure that 

opium is utilized only for medical and scientific purposes and that those needs 

aJ.'e fu_lly and regularly satisfied without check or intermission. 
i 

~:g The size of the stock 

75. T.he size of buffer stocks of other commodities differ. 
i 

76. The 
! 

cane~sugar agreement of 1942, for instance, provided for a buffer stock 

of no~ leas than 10 per cent or more than 25 per cent of the cane-sugar exporting 

countries' annual production. 
~ 

77. Qth~r commodity agreements have fixed the ~=Jize of buffer .stocks at a ceJ:_'W.in 

· per-ee~tag~ .of the·.~~· expor~s of the .respective. coU:ntries a 
"'' ' · .. 

o 1 ~ ,, ' • • .·~: 0 
I ' • I 

0 
• • 

0 
• ' ~' ', • • 

1 
"

1 

• • f>" 

!:_/)for a .. definitio~ -of the· te~. b~fer :.a~o~k, ._.se·e .Le~g~e· or' Nations, Re·port of 
· .. t~f3· Oo~ittee fpr _.the Study of ~h_e_,Prob;L~ms -of\Raw Materials, doctmle!J.t 

,.. . A···~7 ·1937·-II· "Q. · :· •• "· · • -r . - .. ,. . .• • •. .. tJJ.J•·~~··, ... :· :,;' . ~ .. .: .. · .... 
,· "In ol:'der to ihcrease the elast:f,city of . .' produci:pg countries operating 

under regulation schemes by enablinS them to'meet'sudden a.aaitfonal·demands, 
ex,~rim3nts have more than once been made in forming 'buffer stocks' of 
~gul~ted commodities 1 that is, stocks which are segl:egated from· the market 
azrd released ·only when there are particular l;'ea;ons fo:t;' doing eo". Page 57. 

i 78. In some 
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78•- .In ~0~·. coDJALQd:it;v..,a£l,~e~pt~ ._the size of. the .buf:l;'er stock is regarde'd as 
•' ''. ·.,···•· ' '•' 'I. • • •' '"' ,', .!•'d '-' ·. •,,' :: lo'~ • •\:' ·:, ~- • •_J·, "' ,: •', ,'a''. • ,f ~: ':'., ,:·: • I 

absol.:u.tely. flex;l.~., . sq_+~ .. ly. Q.,e,pe~~~t on p:t,::J,.c.e . moyepJents. . . 
79~. -~.;the cs:s~ .·of. t~~- .-I~t~-~atiQ.~~- -~~o~iY~''·a :;i~ipa{·o~j-ecti~(/in . 

• .. • • h , • "~ ·'·. r. -~ .. ~·.,_ ~.... . .. , .. : .. ,.r. ~ . !, · .. : .. ..... ': ;·· :· ... ;··4·.!· ,: .· ; 

hoi~~ ._s~oc~!=l ._is. tC?, =.~:s~v0t,d.~- ~.~~~~pte:~. a~ppl.y . t,o <?~~~r.ie~. us_~ opi~ 
for medical and acientifi~ purposes, The~'fo.~e·, it. seems .~ppro~:iate to 'fix .. . ' . . . . - . . ·;: ... :. . . ~ : -~ . . . . 
~he s~ze of. the buffer ~tock in relation to demand rather the~ to supply. 

Moreover1 climatic var:t~tions ~ cause major fluctuations 1n the volume of 

production so that it might be difficult to define the stocks in te~ of 

~ual crops; 

80. lt has been suggested that the stock of the In~ernationaJ. Monopoly should 
I 

be large enough to cover one yeSJ.•' s world opium requirements for medical and 

scientific purposes. 

81'". This is a larger stOck than is isuall.y :provitled for ~ colllillOdity -agreements. 

However, the obvious necessity for kee-ping medical end scientific needs fully 

satisfied in res:pect of na:rcotic subst~ces is alone a valid reason for an 

adequ.€l.te stock. Account must also 'be taken of the fact that opium is produced 

chiefly in countl1 ies -with considerable annual variations in rainfall -with 

consequent fluctuations not oply_ in an ind~Yi~ual country's product~on.but1 . . }- ' 

indeed,. in -world production, _sinCe .droughts T!JI33' occur simultan~ouslzy' in more 

than one, country.. Finally, the Inte·rnational Monopoly l)lust purc~ase excess 

production in ~e interest of international narcotics ·control •. · 

82 • .. Hence, larger stocks will have to be kept thM might be necessary for 

p~ly economic and commercia~ reasons, or for buffer stock operations as 

practi~!?d in:.re~ard. to. f?"jj~~ ,cpmmp_d~_ties..

 /83: This must be 
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83~ This must b~borne~in mina.when the financing-of·the· International Monopoly 

and th~ ex};'enses for interest·. on long-term.: and other loa:ns· are·· cons ide rea)/ . 
The Inte.rna.tiona:l:·Mo:b.opely.'s; ge~ral· policies also will be determined by o~her· 

I 

than' pilre·ly:econoniic··consia.er?-tiona,.- for .its' main 'objec·tives differ considerably 

from. those of c¢minodi ty : ~greeinente q 

1,/ On the problems of financing buffer stock o:perations and the cost of · 
maintaining stocks, see League of Nations, Report of the Committee for the 
studY of the Problema of Raw Materials, document 27.1937.II B, page 58: 
11 
•.. there might be great difficulty 1 more particularly from a financing 

point of viei·7 1 in arranging that substantial reserve stocks of this kind 
s~ould in fact be held in producing countries. ·The establishment of the 
stocks would involve the provision of capital to finance the stocks 
themselves and perhaps to erect accommodation for them, and also the 
payment of recurrent charges for maintenance.. Even if the general 
obligation of the producing countries to hold these stocks were recognized, 
it i'7ould not be easy to convert this general obligation upon the country 
into a specific obligation upon the producer to hold his share of the stock 
a~ce almost every producer might v7ell find good reason for arguing that he 
at BJJY .rate should be exempted. Indeed, they might even argue that, since 
tpe·buffer stock was being created primarily in the interest of the 
consu:mara1.:the consumers.thef!lBelv:es sllould acc~pt the liability involved"" 

/KNNEX I. 
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84. In. order t~--,~~-~~ .. ~h? __ P~ice formula sugg~~~ed .in th~ ·b~ oi·~h~ · st,lay '{see 

chapter III, :paragra].)hs 3<1--4~5), sev~ral assumptions must be made, whidh anticipate . . 
actual figures to be· substituteufor th~ symbols· in the far.mula. ·S~ch figures 

Will, in practice, be arrived at only.after negotiatians,~tween the 

representatives of the ~roducing;and the manufacturing c.~tries·hay~ resulted 

in agreement or, if· nec~ssary, ··by a. decision, of the ReguJ.a:tipg, c~ ttee. · 

85. The a~ested formula is: 0 ' = m • m •• n 
_,: - i . . ' ~ ' : . . . J? .. v . c 

86. The first· assiunption c.oncerns D\rt whi?h. denotes the 'Value· :Per kilogramme of 

morphine·cpntaine~~~·the opium.·. On the ba~is bf..the price. :paid for.opium in the 

. United St~te~ in 19_49, the ~y~ous r!lo~i~e ctosta ~~ou~ $.140: ~er ·~il;~anmie· 
. . . . . . . . . . . ' '" 

~hile still in the opium.. Let us take this as the val~e 'or ~ ' f~r t.h'e sake' of 
.:· .. ·.V: . ·.. . .. . 

the :present example. 

87. ; J;~ is. ~lao necessary.. to make certai·~· essum.ptions for the so-called ,.national 

f~~~;·s" ~f ·. ~~;~~ai ~~tries·~ ·Merely ·t-~r this· exampl~ ;. ~ t· i.s ·assumed that· 

brand A has. an average morpr4ne . content of 15 ~r Cf:!nt 
o I • t 4 

brand B has an average morpr~ content of 13 per cent 
. 

brand C has an average m.o~-~- content of 11 per cent 
··brand·D·has an average mor.ph-;tne o.ontent .of .. 9..:P~~ ~.!?Ilt 

•. 0 •• ,• • ••• •• •• ' 

. 'iio.Wever·,··it must ~·assumed that there are 'other .quality. differences du~ 

t~ va~ying contents of codeine, thebaine,·ahd ~paverine, and. ot~er:prefere~pea 

by -'man.u:f~~-tur~i-s fo; cerbain brands Of ·o:pi'\llll· (see ':paragra:phe; 26 to 29). ·.; 
88. On this basis, the assumption is made, ·=\lhat brand A shoul:d recei:ve. _a. premilllil 

of about 8 :per cent over the basic price 1 brand B a :premium of 10 :pe~ cent, brand 

c of 7 pel. .. cent, and brand D of 4 :per .. cent. Hence the various "national factors" 

'1;-l'OUld be: 

n (national factor for brand A) a 

~· • • • • • • • • • • • • • • 
·n • • c • • • • • • • • • • • • • 

• • 1.08 
•••• 1.1 

• • • • 1.07 

nd • • . ~ • • • • • • • . . .. . .. . • • 1.04 

89. One furth~r assumption is necessary in regard to the morphine content of 

the opium actually shipped, in order to substitute· the corresponding figures'for 

the sumbol m • Under this assumption, the actual morphine content, as c . 
established by laboratory tests is taken to be:· 15 per cent for brand AI 13 

:Per cent for branQ. B, ll· :per cent for brap.d C, and 9 :per cent for brand B. · 

/90. Hence 1 the 
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90. Hence~ the actual price :per kilogramme 'of 'Opium, as com.:tmted on the basis 

of the.price formula, would be for: . . . ,• .. 

brand.A • • • 
brand B • 

brand C ·• 
• • 

• • 

• • •· 140 0.15 le08 = 
• • • l4o • 0.13 • 1.1 .: 

. .. . 140 i. 0.11 .• 1.0( = 

Per ldlogranime 
.·,of ~ium 

:$2~.68 

··orand D • · ••• ·~· ·• '140 • 0.09 • 1.04 .=. $19.10 

ANNEX II. ALiffiLOJJ) CONTI!lfrS OF. VARIOUS BPA.~ OF OPJJ,M 

91. The foll~ving table shows the average contents of alkaloids in various 
. . . 

branda1of opitun; the averages are baaed on laboratory tests run on a number· of 
I . . . . . , . 

representative samples: 
• 

Percentage ·of: 

Morphine ·codeine Thebaine Pa~verine 
1 . 

Brand .fl. 15' . ' 1.1 
. . 

0·.75 1 
.. 

Brand B 13 .. 1.25 l.5 1.75 

Brand C 11 3·5 
: 2 2 . 

Brand D 9 
. I . ~ ·. ' ; . . ' .. ' o.o5 ~· Q,.75 

. . 

92. ihe above averages·. show that a high percentage of morphine. CC?ntent does not 
I • 

alway~ coincide with equally high content~ of other a~aloids. 

93. Conclusions from ·this fact are presented in chapter II,· paragra·pha 18"-25, 

and chap~er III, paragraphs 36~43. 




