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REPCRT OF TIE ADHINISTRATTVE SECRET.RY-GENERAL ON THE STLTE
OF NEGOTTATIONS ON /i COIMiON FUND UNDER THE INTEGR.TED
PROGRAMME_FOR .COIZODITIES UNDER THE .USPICES OF UNCTAD

~

‘I,  INTRODUCTION \

A good starting point for this report is the evolutioﬁ)éf theﬁ

Integrated Programme for CommocCities (IPC)b The IPC orginated from
“the Programmé of wuction on the establishment of a-New International .
Economickorder (NIEO), which was adopted by the UN General Assembly
(UNG4) at its Sixth Special Session held in Néw,fork,in llay '1974e

The sesssion called for an overall integrated programme for commodities
of export interest to developiné countries. Following this Special
Session of UNG..; mémbers of the Group of 77 have becn raising the issue
of the IPC at & mumber of fora especially at the 7th Special Session of
the UNGa held in New York in Sepbember 1975, and even at the Conference
on International Economic Co-operation (CIEC) or the so—called North-—
South Dialogue in Paris, The 4th Session of UNCTiD held in May 1976

in Nairobi, Kenya, héd the question of the IPC as the number ;ne item
on its agenda.’ o ) \‘ : : ,

{ : -

2e The qﬁestion of the IPC was also considered at ministerial level
‘in Dakar in February 1975; in 4slgiers; November 1975; .in,manila, Phili-
ppines, Januany/February 1976 end in Djakarts, Indonesia, Januany{1976,
In lManila, the Ministerial Conference of the Group of 77 adépted akPro-
gramme of iction which called for the "ecstablishment of a Common Fund
for the finanéinngf international stocks or other necessanf measures .

within the framework of commodity arrangements",

3. - The Fifth Conference of Heads of State and Government'ofgthe
Non—aiigned countiies at Colombo in dugust 1976 decided that a meeting

of plenipotentiaries on a Common Fund should iake place in the event

the UNCTAD Negotiating Conference on é Common Fund failed to yield

v satisfactory results by March 1977. - ‘ ‘

4. . The 4th Session of UNCTAD in Nairobi adopted a detailed resolution
which called for the negotiatién of a Common Fund under the Integiated
Programme for Commodities., Some countries participating at the Conference
" at Nair&bi indicated their interest in the Common Fund. Twenty-five
countries announced that‘they were ready to contribute to the Common
Fund. Tﬁese included nine members of OPEC, viz Algeira, Indoncsia,

Iran, Irag, Kuwait, Nigeria, Saudi nrabiaz United 5fab Enirates, and

Venezucla. Four developed countries were among those which expressod -
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roadiness. to contribute to the Common fund (Finland, Netherlands,

Norway and Sweden). .Six countries made pledges in Nairobi which

totalled $156 million dollars: -

(2) India. ~© ' $ 25 million
(b) Philippines . "$ 50 million

(¢) Yugoslavia ‘ g $ 30 million

(4) Norway ) ' $ 25 million
(¢) Indonesia - ' \ $ 25 million’

~(£) Kenya - : $ 1 million
TOTLL $156 million

Indioaﬁionslwere made to recduce the sontribution of the poorest countries.

5,/‘ african Ministers of Trade held a Conference inlAddis Ababa from
1 to 4 September 1976 in preparation for the Mexico City Conferencec on
Economic Co-operatioh wniong Doveloping Countries, and decided to alhere
to the Intcﬁrated Programic for Commodities "in spite of the fact that
it falls short of the agpirations of devcloplng countrles as expres sed
durlng the HManila Conference of ‘the Group of 77". They further called
upon UNCT“D nembers "to make specific conmltnents to contrlbute to the

\Common Fund before the comncnocmenb of the UNCIhD nogotlatlons"

6. Together with other mcmbers of the‘Grodp of 717, dfrican oountriés
decided at the Mexico City Conference in September 1976, that "arrangemeﬁts
should be made for inviting all developing countriqs'to,givc expression to
their commitment by making specific pledges for the contributions to the
Common Fund if possible before the commencement of the negotiations in
UNCTLD", |

Te Since its conceptlon the idea of a Common Fund has uncergone some
changes. Originally it had becen intended to act as a nultl—connodlty
stocklng agency and to intervene directly in connodlty markets, Now it
is conceived by developing countries as a central source of finance for

independent commodity organizations which would use their knowledge and
. y ' . \
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Lxporisace of tholr own sliwodity trade to intervene eppropriately in the
commodity market. The Group of 77 proposed thet the Common Fund should
inclu&e the finanoingiof appropriate mcasures other than stocking to e
undertaken within the framework of commodity arrangcménté cither alone

or in addition to and in suppori of stocking activities.

II.  THE PRESINT SITUATION

Aes The purpose of the Common Fund

-8, The developing countries have viewsd the Common Fund as the main
internatioral measure in the Integréted Pfqgramme for Commoditices which
would provide them with an effective means for the realization of the'
overall objectivesfof that programme, The developing countries have
sought to defend their interests as members of a commnity of raw
material producers, ' ,
9. It wes hoéed that the:purpose of the Common Fund would be to provide
loans to individual commodity organizations for purchasing and stocking.
of commodities when their priées fell below an agreed level. The Fund
would extend price support in surplus situations when the commodity markct
was in danger of collapsing or présen%ed an economic denger to producerse

. The accumulated stocks would be scld when prices rose abova aﬁ agrceed
level and would thus.\alleviate shortages which would advcrsely affceot
consumcrs, The individual commodiiy organisations would be expectéd

to repay the loans to the Common Fund as soon as their stocks were solde.

10, Since the prices of’different commodities do not move in the same
dircction at the same time, advantage would be gained if the finance for
stocking was provided through a Common Fund rather than on a commodity-by-
commodity basis, Unsjnchronized,commodity price movements would result
from the commodity-by-commodity approach, The Fund, on the other hand,
would faéilitate intervention by the IPC to~brihg~ﬁncoordinated price -

fluctuations under control.
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11, There has been considerable debate as to whioh ocommodities should be‘
covered by the Common Fund, The UNCTAD Secreteriat recommended that the
Connon Fund should finance 10 major commodities of intercst to .developing
countrles, such as cocoay coffee, cotton, copper, hard fibres, jute, tea,

tln, sugar and’ rubber,

12, In UNCTD Resolution 93(IV) passed in Neirobi, it was decided that

the comnodlty coverare of the Integrated Programme should encompass 18
conmod1t1es or groups of commodities, including the 10 Dpreviously suggested
by the UNCE.D Secretariat. 4dded to the list were: bananas, bauxite, iron

- ore, manganese, meat,‘phOSPhates, tropical timber and vegetable oils including
olive o0il and oil secds. There was however a proviso that'othere oould be

" added to the listxif and when international commodity arrangements were

negotiated for thems It is nevertheless clear that stock1ngﬁfor gome of

eiﬁht added commodities is well—nlgh 1920581ble.

B. AFRIO/N TRADE IN THE 18 COMMODITIES IN 1972 - 1974
13. The export value of the 18 commodities in the period 1972-1974
represented an averago of $747 billion a year, whlle imports of the same

18 products’ amounted to an average of 1, 2 bllllon 2 year in the same perlod.
The value of the net exports (exports less imports) of these products wes
on the average US$6.5 billion a year in 197251974. )

14.;’ Noteworthy is the fact that Afrlcan countries are net exporters of
the follow1ng agricultural products: coffee, .cocoa, .cotton, veg getable oils
~ and oil seeds, timber and hard fibres; and the following metal and metal
'ores. copper, iron ore and phosphates., Only a small number of African
countries prodﬁce tea, natural rubber;‘neat or nanganese and bauxite.
However, their 1mpact on world ‘trade is not as important as that of

the ll comnodltles above.



Co" _FINANCIAL REQUIREMENTS .ND SOURCES

15; The UNCTiD Secrctariat suggested that the Coimon Fund would require,
to s%art with, an estimated US$3‘billion. Lt 1cast USsl billion f this
wonld"” come from paid up capltal and US$ 2 billion fron loans.\ “ftor a
nunber of years an addltlonal amount of US$ 1 bllllon in pa1d up capital
and US$ 2 billion in ‘borrowing may be required.. Thls_shpuld come from
govérnménts, regional:éhd international fiﬁanéial inétifutidns”énd capital

marketse

.

164 The flrst US$ 1 billion would come from subsorlptlons by members on
the hagis of a crlterlon apreed supon at a negotlatlng conference. - The agrecu

formula would. have to takc 1nto account potentlal beneflts and the ability

L [

‘of members to contrlbute.

\

17, , Three alternative suggestioﬁé‘wéfe made by tﬁé'UﬁCTiﬁ:Sécfétariat:

(a) Subscriptions of lember States based on\agrged percentage of
.7 250 & 50 or 40 60 between developed and developingAcountries,

importing and cxporting countries;

(b) 4 tripartite structure almost simila® to that aaopted by IFLD
‘would be retaincd, In this case the exportlng countrles\would‘

* contribute 37W5% of the subscribed capitalj. 1mport1ng countrics
would subsoribe an equal amount whllc the petroleum exporting ~
countries would subscribe 25%. This would correspond to US$250-

-million of capital subscripiton by countrles of OP"C in the first
instalment of " the capitale It could be sald on the outset that
the Group of: 77 is unlikely to agree on thls su gestlon. '
Countries of the Latin-imerioan’ region, whlch have reached a

- higher degree of cconomic development, would resist this suggestion
for fear that the weight of subscription would-fall on their
shoulders, ‘This would leave countries such as the LDCs with

nothing to pay;
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(¢) It was also suggested byvUNCTAD'that subscription by individual
countries could be agreed based on the benefit that cach country
wou ld obtain from the Fund, as meusurcd by the conblned share of

"each country in the world cxports and imports of commoditics and
the ability of each country to pay as measured by its GNP, its

per capita GNP, and its holding of international reserves,,

18;. The fund for the buffcr stock WOuld be lent to autonomous produoer~
éonsumer agrecments in cases of deficit and wculd be repaid in times of.

/ surplus with an 1ntercst of around 4% 1ntended to profit the contrlbutors.
v;z' the cap1tal narkets, multllateral institutions and governments,. who
‘would have made the loans available. \
19; There would be a second account often referred to as "the. second
'W1ndow" designed to flnance w1der and more long—tern stabllzatlon measurosﬁ
" épucial to stockable commodities and to handle overnroductlon problens often

experlenced in tea, Jute cte.

- 20, Funds from "the second window" would finande\such.heééures as
improvement of production processes,Amafket_promotioni'ajgstment assistance
for diversification schemes, etcs The account would be limited in the
first plaqg to some_US$ 1 billion to US$ 1.5 billion, offéring long=tcrm
concessionary loans to ihdividual commodity agrecmentse Its flnan01nv
_would be separate from the main. account, and would be dependent on govérnu
ment grants and concessionary lpans from multllateral agcnecies,

Distribution of votes

7

21. The Group of 77 demanded that the de0131on-mak1ng process of the
CGommon Fund should roflect the v1ta1 1nterest of the dcveloplng countries
in the Integrated Programme for- Connodltles. 'us they sce 1t, the role of .
the developlng countrles should, for example, Dbe decisive, The developed

countries,on the other hand, maintained that there should be equally sharcd
roles. / ' '
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Cee oneanere ol thw Sriay of 77 iasisted.on -the principle of equality
. based . ono state—one—vote; that would give the Group of 77 75% of the
'“total strsngth of the Common Fund, with a minority oontrlbutlon to the

- subscrmbud Capltulo

23 The distribution of votes shoulu ensure that major 1nport1n5 countries
from the @cveloped countries do not dominate’ the Fund, = It. :is noteworthy |
that the United: States,  West Germany and Japan account for an average of *

28p of thc combined value of world imports and exports of the 18 conmodltles

‘ mentlonc& unler Resolutlon 93(IV) If these are glvqp & free hand thcy

could dominate the entire Fund“

24 In fﬁe épirit of the New Intcrnétibnél Iiconomic Order, atfempté'ohould

v'be nade to reverse the 51tugtlon nrevalllnp in the IBRD, where only 11% cf

the total votes are distributed cn thc{ba51s of theAprlnc;ple of equallty

‘or in the IHF where there is a built-in voting mechanism built in favour

'of-the developed countrics,

4 T s

#

25. . Some mémbérs‘of the 77 would bé"ccntontcdeith votes allocated on'
" the ba81s of the prlnclplo of pro ortmonalltya Among thesc members of the

Group of 77 arc. oountrlcs whlch have the nlghest share of export of the

18 comnodltles named under Resolution 93(IV). These countries would

rather subscribe significantly to the Fund than lose control over ‘the
decision-making process. Those countries would resist domination either

by the developed countries or by members of OPEC,

III} STLNDS OF THE DIFFERENT PRESSURE GROUPS

‘ Fogition of the Groﬁp of 77.as a whole

26, - The, Group of 77 as a whole.belicved that the Common Fund would
benefit both the rich and the poor alikc. They»disapproveﬂ of “the

paternalism of Group B, respresenting the Western industrialized countrics

-

‘
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and Japan over the poorest countries; ,Group B arguedpthat the_Common‘Fund,/
as envisaged by the‘G;oup of‘77, would hit the poorest countrics, especiellj_,
those with GNP's_per capifa below US$ 200, because they‘were not importers

' of the 18 commoditicse This ‘argument by Group B was not supported by Faots,
as evidence shows that only flve of the countries are: not 1nportcrs and none
of these are Afrlcan. Even then those that are not 1mporters have a healthy
balance-of—trade surplus in the 18 conmodltles. This could mean that they :
might benefit. The only commodity which is imported by these countries 1s
’vsugar,‘but it could ea31ly be met by an agreement that could stabllize its

© price,

1

27; The Group of 17 belleved that the Common Fund could only spread 1ts
"benefit if. it was gearcd to- flnanclng more than just buffer stocks. They
see: the Connon Fund as/ soumrehen81ve approach to conmodltles, and not just
concerned W1th buffer stocking arrangements. in agreement on the ‘Common |
Fund must be able to finance other measufes. Some articles of agroement on -
the Common Fund shouldf30111uate other flnanclal measures a*reed upon'hy
both consumers and produccrs in individual commodlty agreements. Thet
individual commodity organisations and the Common Fund must be seen in
terms of a lender-borrower relationship, which 1ncludes them both within .
the integrated Commodlty Progranme.

28, ~Some members of the Group of 77 Were tenpted by the US4 pollcy .

of 'brylnb to negotlate a trade stablllzatlon schemes They belicved that

it was an advantage for the Common Fund and were reluctant on "the second

w1ndow" arrangenent.

29, ' The Group of T7 soon discovered that there was no political will
4on the part of some of the countries of Group B and. Group D to decide
on settlng up a Common Fund, which would benefit both the developing and

: developed natlons, although the Common Fund Was llkclx to bring abour greater
equity and ratlonallty in the functlonlnp of international comnedltv marketsSe

The Group of 77 warned that failure to agree on a Common Fund would provoke

unprecedented bitterness betWeen the developed and developing nations,

—
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30, Tho ﬁombcrs of the Group of 77 detcoted at the Conference some
inclination by some important members of  Group B to apostatize

‘ifrom the pdlitical\éommitments that were made in Nairobi, The.Gfoup

of 77 insisted that Resolution 93(Iv) of Nairobi committied UNCTLD -
menbcrs to s;rlous nogotlutlons on the concrete clements of a Common
Fund.

. 31,  The Group oft77 remained united dospite divisive activities of
'Gféup B, They reaffirmed their unanimons commitment to the establishment -
of a Common Fund as the. main instrument for attaining the objectives of
the IPC, which would function as a central source of flnanoo for specific

pbgoctlves and purposcs. Thls p031t10n of the Group of .77 was supported

by the Soandihavian countrlcs, Belglum and the Nctherlands as well as Chinz.
e \ : | :

32. On all these'points, the Group of TY‘remgined united in their approach.

Aslthe debate coﬁtiﬁued, the positions of different continents within the

Group of 77 crystallized into the Latin-America, Afridan and uasian positionsa

.

‘Latin-imerican position

33 The Latin—AméricanS, while going along with their -colleagues in
the.Group of 77, took a more cautious approach on the question of the -
" Common Fund than the other two reglons of 4sia and ufricae Some Latin-
Amerlcun countries saw the concept of "the second W1ndow" as agonising

in the Common Fund, Two major 1ndustr1a1 countries within the context

of the Latlnfumerlcan region preferrcd the Common Fund to concentrate

its funtions on financing buffer stocks inéfead of adding a "second widow',
One of these two believed that a source of funds should be sct up which
was li&ited in size and function, with a provision in the artidles of
agreoement for financing 6ther opératiénsxlater. The country in questiod\

preferye@ that the. !'second window™ idea should be droppeds

I o DN PR
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34, = The majorify of the Latin-american coun%ries'disagreéd with the
approach of the two powerful Latin-imerican countriese. They believed
that the Common Fund‘witﬁ a "sccond window! was vitai if the Third
iorld was to make a success of the New International Economic Orders
The majority believed that the best way to correct the preseht inter-
national economic structure, which -is base&_on the obsolete éolonial
. past, was to adopt the Inteérated'Programmeﬁfor Cbmﬁoditios and cfeate P
a Common Fund as the main instrument for the implementation of the Pro-

gramme, This could not be done without a "second window"e The majority

"~ of the Latin-imerican countries, like their ifrican and isian counterparts,

rejecfod the concept of compensatory financial arrangements prdposed by

Group B, because they belicved that it would amount to aéceptiﬁg raw

material devaluation and perpetuating unfair treatment.

4Lfrican position

3De Throughout the procecedings of the Conference the ufrican delegates
‘suspected that the Jestern countries did not .seriously-think of a solution
that would achicve price stablizationes The ufrlcans believed -that, in order
to establish a Common Fund, it was necessary to force both Group B and D to
make a political commitment to that effect. They argued that they came to
the Conference\on a Common Fund, because they had believed that Resolution
'93(IV) had alrcady set up the Common Fund and that their coming to Geneva
was purely to clinch the deal at the negotiating Confercnce, They let 1t
be known to those who hesitated about cstablishing a Common Fund that the
majority of the countries had agreed fo this in Nairobi and were prepared
%o honour the Nairobi.decision. The ifrican Group belicved that one way

of getting out of the impasse was to force Groups B and D to ge%‘bff the

- fence -~ by forclng then to nake a d901s1on Wthh would ensure probrcss on
all issues of NIEO, such as debt rcllef and 1ndustr1allzatlon. They thought
the attitude of the countrles Jf the uest had vestiges of oolonlallsm.

§
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3 WL Lfimean Groul elss b ug h thal Group B poscd difficulties

o thc\Commoﬁ Fund bccauso Group B lookod‘at the idca of a‘Com@on.Fund\
fromia wrong’écrspectivc. Group B believed, wrongly, thatlthey‘would *
”cafry.the‘financial.burden of the Conmon Fuqd or thod thoy ould e
1nvolved in 51v1ng aid to the Third uovld. The wfricans dr sued that

in fact the Common Fund was mcant to avoid Just that. Contrlhutlon

'to tho Fu“d should be based on the prlnclple of GNP per caplta wolbhtcd

to. tgke account of trade share in the commodity conccrnedo ull ifrica

';rulshed to sce was stable commodlty prlccsO o ;f‘j' L T

.

:73?."“ ufrlca also wanted to see a clear domonstratlon of ’y polltlcal
- wilt fron GroupsB and D countrles to a ree to a concept of "a Commcn

Fund as a sollrcé of ‘financea Somo Afrlcan countries, howcver, believed

that time had come for the countries of the Group of 77 t6 Azrec among

themsclves and implement the doctrine of self-reliance as ayroed upon

by the Heads of State and Govcrnnent of the Non-iligned nations 1n

Colombo in august, 1976 o . o

i

L8ian position < Co

38, The Lsian Group wanied a Common Fund which would provide money

for buffer stocking as well as for helping producers to increase production
-and improve management of their produce. '

-39, The second account of the Fund would‘operate jointly with other

aid institutions., &t the same time the second account would help . N
countries - isian countries -~ which depend cntlrely on Juue to dlver51fy

“ithcir export.



CM/823 (XXIX)
Page 12

40, . Some members of the .isian Group wanted attention to be given to
the least developed countries and especially the land~locked ones,

In order for the Fund to benefit the poorest countrics, the Asian

Gréup believed that it should cover the widest ﬁdséible commodities

with compenéatory finéncing‘wherever feasibles "= They believed that,

. ~since the least developed countries would flnd dlfflcultles 1n ra:.slnb
_‘Afunds for suLscrlptlons, they . should be exemptea fron subscrlblng to the '
‘Fund, - Exenptlon, however, should not affeot the least developed nat;ons‘
share of the Fund benefits, they comtended.

41,. The Asian Group insisted on thefimportance‘of scecing the Common’

Fund as a comprehen51ve auproach t0 commodltles, and not just concerned

with buffer stockxnp arranpcnents.

'ggsition of Group,B

424 There is a division betwecn countries suoh as Holland, Belgium,
Ireleand and Denmarkyon the one hand, which support the creation of thé
Common Fund and those, such as Britain and the Fcioral Republic of
Germany, on the other hand, which are OppOdeg The latter are supported
' by sustralia, New Zealéhd,'Japan, Canada and the United States, which are
outside the EEC,

43 The baszc pollcy of “the EEC is to establish a clearlng house whose
functlon would be to service a szlecte& nuﬁber of buffer stocks. Prodgcors .
and consumers of the relevant commodltles would 0rov1de the finance for
these stocks. Surplus finance could be transferred from one stock to

anothers The EEC anproach does, . howevor, allow for llnlted market intcr—

vention, flnanclal contribution from capital markcts or even the need to

incorporate a sccond account for diversification and other neéessary measures.
: of ' o

44 The EEC members firoup B believe that the Common Fund cannot be

useful as’ a price stabilizing mechanisms. Instead, they belicve that the

widening of the Stabex system,.now applied to the countries of the ACP

under the Lome Convention, could helps -

A
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4o L. e -other hand, Group B vicwed the pOSSlblllty of u81n5 the
XInternatlonal Monetary Fund (INF's) Special Fund to finance buffer stocks.:
This unld mean increasing Group B's oontrlbutlon to the Speeial Mand
and allowing the quotas levels for withdrawals to be raiscd from 50% to

75%. Group B would maintain their donina;tinp role and thereby defeat

the prupose of equal distribution of rGSponS1b111ty Wthh is 1nherent
fln the :Common Fund, -

.’

/
46, Group B fcars that the IPC approach could casily causc the prlccs
of the commodities to rise resulting in heawy cost to their countrlos,
outwelghlnb the -bonefits from stabligationes . In:the Confcrcnce Group B
arﬁued paternalistically that the Common Fund arrangement could eas1ly ‘

affect some of the least developod countries which suffer fron acutc

balance of payments problems. Group B is joined by Group.D. in thesc fcarso

'Aqxway, thq argument ignores‘therfact that the Common Fund is not aimed at
ruiSing prices and that'there arc only a neglig ible:number of thé‘loast
developed countries Wthh are 1nportcrs of the 18 commodities within the
IPC, which nlvht Dbe affected in the unllkely event of the Cormon Fund
causing 1nord1nate COmmodlty pricec risese

47; withinTGroup B therc arc nuances dictated by national policiese

“In general.the cleaﬁage,exists between the Netherlands, Belgium, Trclend,

s Donnark, on the one hend, and Britain and Germany angd other Nestorn ‘countrics

outS1de the EEC, including Japan, on the cther hand,
‘48.; - The dlffercnoes bctwoon those two factions of Group B*are on the

emphas1s and natlonal anproaches. Yot the Nordlc oountrles, such as

‘quWeden, Nbrway and Flnland, 80 & long way towards agroclng w1th the Group

of 77 without pTO—COndlthHSa N

/
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494 The national aéproach of lHest Germany is tolreject the concept

of the Common Fund out of hand, olaiming that it intorfores with the
principle of free mafkpts. In this policy, she gets unqualified support
‘fromlthe United Stetes and Japane On the other haﬁd, Britain préfers the
Kingéton dgreement, which calls for the principle of agrcements for the

six or seven key commodities,

‘50. France plays it-cool, hanging loosely betwecn the concept of a
'Conmon Fund and that of the North~South Dialogue in Paris.

51s The original positions of - Group B coﬁntries has shifted

somewhat since the Conference on the Common Fund started on Tth March,1977;

525 “ At thelr EEC meeting in Rome, two hardliners within Group.B =
Britain and Nest Gernany - moved to a p051t10n whlch they believed to T
be a compromise, whlch in fact is far from meetlng the Group of 77's
approach. Vest Germany stated in Rome that she‘agreed with the concebt

of a Common Fund for conmodity stablizafion if there should be capitalisdtion
of the Fund by goﬁernments and that Group D countries must pay their sharca
She further stated that a fund must be seen as part of a wider package to

pay their 'shares a B ) ' A -

53 Aftef stating these two conditions, which are clearly far from )
meeting the demand of the Groupfof 7T, that the. Common Fund be.a |
sourée of finance{ the West German Government returned to the argument
'of w:l.denlnb thiec STABEX scheme for stabilizing the export earnln s of the

fdeveloplng countrles.

54. Britain stuck to her old idea of a commodity agrccnent for only
six or seven commodities without providing for a second window or actlnb

as a source of finance,

. 55. The immediate reaction of the United States was to reject the EEC

Rome deciéion, claiming that she would rather go along with the idea of

the Common Fund if it were brought WJthln the _ Nbrld Bank. She thought that
a "fourth. window" would be created to financé cowmodlty stablllzailon. ’

: The voting rlghts allocation of the capital of the Common Fund would take

into account.the demands of the Gréup of 77 at the Geneva'Conférence, the

United States argued,  Again, this was escaping the rcesponsibility of

accepting the chanbes which are entailed in the NIEO, from which the con-

cept of the Common Fund was born, ' , - ‘ -
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Ce ¢ eied Dritain and Lot Gomuany in,Roﬁe, the United States created
a falso inpression to the :Hrlde She stated on 10th March that she had

acceptc; the pr1n01ple of * ‘cstablishing a €Common Fund, Thic ann-urdgonent

i

ended:thcre. She 1nmeu1atcly returiied to the old idca of Group 3, :f
insisting that 1nd1v1dual commodity egrcemenis be reached before con-
sideration could be given to cstablishing the Common Fund and then, only
for buffer stocks, vhile shc was making these arguments, sho shared
France's attltude of plnnlng hopes on an economic aocommouatlon being .
reached in the North-South Dialogue in Paris betwecn the OFLC and_OLCD
pQuntfies;:which was not in sight in any cases .

57." It is obvious that the United States is concerned sbout the‘enerhg

problen ra ther than stablllvaﬁlon of prlces of 18 commoditicse She went

‘ along with the British approach” of negotlatlng individual commodity

agrecments and moved to the idea df a "second window" only at. & later stogcs

ﬁ58' By accepting the concept of a Conn;n “Fund, cven though not in the
gpirit of the Group of 77, the Unltcd Sta tcs effectively killed the dest-

German and Japanese %heory that the Comnon Fund would interfere with "froe

market" mcohanlsm, but it still splits buffer stocka from"the sccond window',

in .
59. The Unlted States believes / using the IMF Special Fund to fingnce

buffer stocks, therecby kceping Control in the hands of the developed

countrics Goninated by itsclf. The Group sf 77 is unrescrvedly oppcsced

_to this idea, becaugse it is tantamount to maintaining the status gquo which
has exploited the Third lHorld for centurics. ‘

The Scandinavian approach V l ;

60, Uni}ke Belgium,flreland and the Ketherlands, who give an epologetic
support to the idea‘of the Cgmmon ?und, for fear of offcnding the EEC partacrs,
the Scandinavian countries, eéﬁecially, Norway and Sweﬁcn, are clear and Tirm
in their support of the, position of thevGrouﬁ of 77 Norway statced that she

. supported tbq Common Fund &s a central finanping facility and a source «f
finance, Unlike the USA and the EEC, the SoandinaVian countries scc the
importance of the second account tﬂ the camwrehen81ve stahllzatlon objectives
~of the Fund.

¥
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61, Swaden'égreed with Norway but believed that the second account could
not be incorporated into the financially viéble fund. Sweden is of the
opinion that the second aécount'could be relegated to other foras Sweden
thought that "the second'Windowﬁ should be séen in the framework of the

Intogfated Programme for Commgdities and operating within the Common Fund,

Pésition of Group D

~

62, Grnup D countrles tricd all their best to avoid upsetting the Group

of 77 but’ W1thout offcrlng anything tang 1ble as an alternﬂtlve to the Group B

aprroachs Their statements on this subject are canflncd to the explanation
of their polifical policies rather than decaling with the points in question.
'They blamed ocononlc problems on the colon1a1 past, 1mncr1allsm, and the
act1v1t1es of the transnatlonal oorporatlons but presorlbcu no éure for

the diseasc,

63, " One pets the impression thatlfwhlle they Sondemn the prespnt 1nterna~

tional eoonnmlc 3vsten, they silently ﬁray that it be 7 ,crpetuated.

Iv. SUMH&RY’AND GLNERusL OBSERV.L.TIONS

64 Ihe Conference ended without an agrcement on the concept of the’

Common Fund or a commitment to establish-a Fund. Most members of the

Group of 77 and some of the industrialized countries, which wanted to

sce  the Fund esﬁabliéhed; were disappointed by the results of ‘the Conference.

65. - The basic disagrcement betueen the Group of 7? and. Group B lay in

the interpretation of the concepts on modes of operation, contr1but1ons J

and commodlty COVCIrascs Laok of agreement and unity within the major

groups. also contributed to the stalemete in negotiaiioné for the establishment
of the Fund, In Group B, the Nordic countries, supported by Belgium, Ireland
and ‘the Netherlands, stood azainst the obstructionist attitude of some members
in their Groupe On the other hand, the/Group of 77:was not only divided on

the concepts; they were orystallized into regional positions,
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e wfei o&n members >f the Group of 7T, who have no embassies in Geneva,

came and reversed the process which had< been goiﬁg on for a long tine.
Together with the other nicabors. of the Gf” up of 77 fhn Mfr1o n C“‘“i”l&u i3
éembassies in Geneva had drawn up a paper and’ worked out a p051tlon when thoo

from -
d out51de Geneva, came and rpvorsed some " of the stands in the positiones 1In

fuCt, %nose ‘who came from utside Gcnova brought 1nto the Group of 77 the
cancept of nebotlatlng a fund which rust act as a Sﬂuroe of flnagoe and

the main 1nstrument for the atta 1nment of the objectives of the IPC. This
adaltlonal 1de§ turned out to be the most popular throughout ﬁhe.Conferonco,
bﬁt the Geneva-based members of the Group of T7 disapproved of “the fact that
it was injeoted late into'fhe proccedings of the Conference, creating

an impression of division and weakness in the Group of TT.

66e  The sism of disunity among the Group of 77 nearly created a loophlc

‘For Group B to escape the blame of obstructing the Conference. Fortunately.

the Group of T7 amended its.positipn; incorpofated.the new idecas -of the
ifrican Group ahd proceeded to argue its case until the Conference ended,
67 Throughout the Confercnce -the Group of 17 was supp: .orted by China and

!

some mcnbo“s .of Group B,

/

68, - Llthough Group B took recalcitrant attitude throusshout the Conferunce,

”1t took a step forward and asrced W1th the pr1n01ﬂle of hav1np 2 Common Fund.

hSubsequently, seven Heads. of State and Government of the members of Grous D
nadc a statement in London on 8th May, 1977, . which confirmed their roadincss
to accept a Common Fund. Thls.ls‘ev1dent in their statement which decloxrcd
that: "To secure productive results from negotiations about the stabilizo~
tlon of commodity prices and the crea tion of a Common Fund for individual
buffer stock agreements and to consider : )roblems of thc stablisation of

export carnings of develoy;ing countries". - .
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69. This statement does make out the case for the need to have a Common
Fund but it does not come close enough to the concept of the -Fund as it is
understood by the Group of 77. It remains at the old principle stated by the
WilsonyGovernment ih‘Kingston,'J@maica.- It is obvious that thée Americans
clung also to their old idea of facilitating ”developing countries"! access
to sources of international finance" by supporting- "such multilaferal
lending institutions as the World Bank". B
70, Wile there is a different acceptancexﬁf the Common Fund by the
countries of Group B, there remains divergence of ideaé on the ‘interpreta~
tlons of what the Common Fund ought to be. Group B éountries are keen to
have the Common Fund that remains under their grip elther by operatlng it
with the help of the Wbrld Bank or by creating an institution Wthh they

W111 use as a political leverage.

T1l. On the whole the Conferende was a failﬁré. Few delegates expected

positive results at the first conference of serious negotiations. The .
ntlre oconcept of NIEO is an anathema to some members of Group B. It is'\
likely to take a great deal of polltlcal effort to, get them to appreclate
the need for the change of the status quo which is called for by NIEO.
The resistance of Group B should be understood'in terms of their fear of change.

72; The QAU should consider action fo cataly;e thé African countries®
concern' that they may not benefit 81gn1flcant1y from the Fund, if it
operatea through commodlty organisation. African products, such as coftee,
. will continue to be subjected to wild competition from Latin-American

countries, ‘ o

oFf AFRIGA
49“PBCHWES AN

?’4'/,1‘ : - P
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ACTION REQQIQEQ
73 The Group of 7T ouzght to iroh‘out the small differences fhat exicl

within the Group and confront the' developed countpies as a united group.
This can only be achieved if the Geneva-based African Group, coordinstes -
its views through the OAU, with those of the OAU Member States which do -
not have mlss1ons 1n Gencva. i ’ :
. « o
T4e Further consaltatichs should be held with individual countrles of
GroupsB and D to ensure that their mlsconceptlono are dlspelled and their
clear understanding of the purpo“..of the Eund achlpvgq.

: \ : \ N
T5e The Affican countries, with other members of the Group of TT,
should organlse carefully planned and well-planned visits to capltals

of the Groups B and D countridi,

T76. . It is imperative that 4frican countries should increase their
Missions in Ceneva in‘o}der;to iﬁfluence day-to-day decisions on all
'aSpégts on cconomic matters. On many occasions one has seen Africans
_hoiding conflicting views before"éntire Confefenoes. This is caused
by the de51re by the non—res1dent African members to reshape decisions
whlch are taken well in advance of the Conference to Wthh the Geneva-
based i&frican -Group is usually committed. The quality of the Afrlcan
contributions in negotiating debafes would imprdve substantially'if
thefe was adequate representation inétead of only 14 countries that

"~ have Missions in Geneva to-day. ‘ , ;
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