
Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

A Handbook of Primary Commodities 

in the Global Economy

The 2010s have been a dramatic period for most primary commodity mar-

kets. Producers suffered heavily as prices fell in response to new supply 

facilities going into production, juxtaposed with disappointing demand 

evolution from China in particular, marking the end of the most powerful 

and enduring commodity boom since the Second World War. This book 

is a guide to the primary commodity universe, a crucial part of the world  

economy. In the present updated edition, Marian Radetzki and Linda 

Wårell introduce and explain pertinent issues surrounding international 

commodity markets, including the importance of fossil fuel markets 

among commodities, price formation, price trends, the shift in primary 

 commodity consumption toward Asia, the increasing reliance on com-

modity exchanges, the new relaxed attitude toward depletion, cartel 

action, and the revival of nationalism and state ownership. This is a com-

prehensive and easily accessible read of use to a variety of specialists, aca-

demics, as well as practitioners who need to broaden their outlook, but 

also to those with a general interest in the primary commodities universe.

Marian Radetzki is Professor of Economics at Luleå University of 

Technology, Sweden. He has authored more than two dozen books, the 

most recent being The Price of Oil, with Cambridge University Press, 

and has undertaken consulting assignments for industry, governments and 

international organizations such as the World Bank and the UNDP.

Linda Wårell is Associate Professor of Economics at Luleå University of 

Technology, Sweden. She is the Editor-in-Chief of Mineral Economics, a 

multidisciplinary journal focusing on economic and policy issues in the 

mineral industries, and has published numerous studies on competition 

and public policy questions, predominantly in the minerals industry.

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

A Handbook of Primary 

Commodities in the 

Global Economy

Second Edition

Marian Radetzki and Linda Wårell

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

University Printing House, Cambridge CB2 8BS, United Kingdom
One Liberty Plaza, 20th Floor, New York, NY 10006, USA
477 Williamstown Road, Port Melbourne, VIC 3207, Australia
4843/24, 2nd Floor, Ansari Road, Daryaganj, Delhi - 110002, India
79 Anson Road, #06-04/06, Singapore 079906

Cambridge University Press is part of the University of Cambridge.

It furthers the University’s mission by disseminating knowledge in the pursuit of 
education, learning and research at the highest international levels of excellence.

www.cambridge.org
Information on this title: www.cambridge.org/9781107129801
DOI: 10.1017/9781316416945

© Marian Radetzki and Linda Wårell 2017

This publication is in copyright. Subject to statutory exception  
and to the provisions of relevant collective licensing agreements,  
no reproduction of any part may take place without the written  
permission of Cambridge University Press.

First edition irst published 2008
Second edition irst 2017

A catalogue record for this publication is available from the British Library

Library of Congress Cataloging-in-Publication Data

Names: Radetzki, Marian, author. | Wårell, Linda, author.
Title: A handbook of primary commodities in the global economy / Marian  
  Radetzki and Linda Wårell.
Description: Second edition. | Cambridge, United Kingdom : Cambridge  
   University Press, 2017. | Includes bibliographical references and index.
Identiiers: LCCN 2016032815 | ISBN 9781107129801 (hardback)
Subjects: LCSH: Primary commodities. | Commercial policy. | Primary  
  commodities—Prices.
Classiication: LCC HF1040.7 .R332 2017 | DDC 338/.02—dc23
LC record available at https://lccn.loc.gov/2016032815

ISBN 978-1-107-12980-1 Hardback

Cambridge University Press has no responsibility for the persistence or  
accuracy of URLs for external or third-party internet websites referred to  
in this publication, and does not guarantee that any content on such  
websites is, or will remain, accurate or appropriate.

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

v

Contents

List of Figures vi

List of Tables vii

Acknowledgments ix

Introduction 1

 1 The Historical Framework 7

 2 The Geography of Commodity Production and Trade 28

 3 Comparative Advantage and Trade Policy Distortions 56

 4 Fossil Fuels 71

 5 Price Formation and Price Trends in Commodities 88

 6 Commodity Booms 113

 7 The Commodity Exchanges, Commodity Investments,  

and Speculation 128

 8 Threats of Resource Depletion and Sustainability  

of the Extractive Industries 157

 9 Fears Regarding and Measures to Assure Supply Security 179

 10 Producer Cartels in International Commodity Markets 198

 11 Public Ownership of Commodity Production 219

 12 The Monoeconomies: Issues Raised by Heavy  

Dependence on Commodity Production and Exports 245

References 277

Index 297

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

vi

Figures

 1.1 Share of primary sector in GDP in 2013 10

 1.2 Intensity of steel use in South Korea 1970–2013 12

 1.3 Regional natural gas prices 2003–14, $/mBTU 17

 1.4 Baltic Dry Index, 1999–2015 18

 4.1 Indexes of commodity prices in constant money,  

1970–72 = 100 75

 4.2 US natural gas and oil production (MBOE/D) 82

 5.1 Short-run price determination 89

 5.2 Long-run price determination 90

 5.3 World copper variable costs in 2004 and 2007,  

nominal US$K/ton 93

 6.1 Commodity price indices in constant  

US$ 1948–2014. 2000 = 100 114

 6.2 Quarterly commodity price indices in constant  

US$ 2003Q1–2015Q1. 2005 = 100 118

 6.3 Annual growth of GDP (%) 124

 8.1 US oil reserve prices 1982–2003, constant (2003)  

US$/bl 164

 8.2 Oil resources and cost of exploitation, 2008 US$/bl 168

 10.1 Maximization of proit and maximization of revenue 199

 11.1 Proven oil reserves by company, 2010, billion barrels 222

 12.1 Price stabilization with variable demand 253

 12.2 Price stabilization with variable supply 253

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

vii

Tables

 1.1 Share of agriculture, mining, and utilities in  

GDP (%). 9

 1.2 Value in US$ per kg, at prices in 2014 11

 2.1 Global exports by commodity group over 40 years 33

 2.2 Global export value for individual primary  

commodities, annual averages (billion dollars) 35

 2.3 World production and exports of selected primary 

commodities, 2013 37

 2.4 Commodity and total goods trade by region,  

annual average 2011–13 (billion dollars) 39

 2.5 Share of world exports for selected countries  

and commodities in 2011–13 (%) 42

 2.6 Country share of world exports of oil  

in 2011–13 (%) 44

 2.7 Consumption developments for four important  

industrial commodities in four regions 48

 2.8 Commercial energy at the primary stage: ratio  

of production to consumption 50

 2A.1 World exports volume and value 54

 3.1 An illustration of tariff escalation: Nominal  

versus effective tariff rates 68

 3.2 Tariff escalation in high-income OECD  

countries (%) 68

 4.1 Global primary energy consumption by source 72

 4.2 The importance of fossil fuels in 2013: Their  

share in world trade and in global GDP 74

 4.3 Resource curse and oil production 81

 4.4 Speculative non-US shale impact. 2015–35 (MBDOE) 85

 5.1 Average operating costs in the nonsocialist  

world copper industry, and LME copper prices.  

Constant 2005 $/lb. 95

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

viii Tables

 6.1 Growth patterns during three booms (%) 115

 6.2 Peaks in constant dollar commodity price indices  

during three booms 117

 6.3 Growth patterns during the third boom (%) 122

 7.1 Futures and options volume, 2001–14  

(million contracts) 129

 7.2 The major exchanges 2014 ranked by number  

of futures and options contracts combined 131

 8.1 Proven reserves and R/P ratios for four minerals 160

 8.2 Operating cash costs for three metals 165

 9.1 Oil prices and the macroeconomy 185

 10.1 The price elasticities of demand for output  

from a cartel (E
DC

) which controls 60%  

of world supply (M = 0.6) 201

 10.2 Five leading corporations’ share of global production 207

 10.3 Bauxite output among leading producers  

in the nonsocialist world (NSW) 209

 10.4 OPEC and world oil output (MBD) 216

 11.1 State-controlled share in mining  

(% of world production) 224

 11.2 Zambian copper industry performance 239

 12.1 The monoeconomies: leading nonfuel  

commodity accounting for 40% or more  

of total exports in 2013–14 247

 12.2 The oil monoeconomies: oil and oil products  

accounting for more than 80% of total exports  

in 2013–14 248

www.cambridge.org/9781107129801
www.cambridge.org


Cambridge University Press
978-1-107-12980-1 — A Handbook of Primary Commodities in the Global Economy

Marian Radetzki , Linda Wårell 

Frontmatter

More Information

www.cambridge.org© in this web service Cambridge University Press

ix

Acknowledgments

Work on this edition of the Handbook has been undertaken while we 

were both associated with the Economics Division at Luleå University 

of Technology. We are grateful to our colleagues for the intellectual 

stimulation that enthused us and continuously fertilized our effort. Our 

research assistant, Andreas Gustafsson, did an invaluable job in updat-

ing the wealth of statistics that constitute the foundation upon which 

the book rests. Special thanks are due to Jan-Olof Edberg, chairman 

of Insamlingsstiftelsen Naturresursernas Ekonomi, a Swedish research 

foundation, for inancially supporting the work. Finally, we wish to 

convey our deep appreciation for the support and encouragement for 

the project received from Chris Harrison, Phil Good, and Matt Lloyd 

at Cambridge University Press, and to their staff for eficiently han-

dling all the practicalities through the production process.

www.cambridge.org/9781107129801
www.cambridge.org

