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CIJI/823 (XXIX) 

REPO:tT OF THE .ADI:liNISTHA~PIVE SECHET ... JtY-GENER.AL ON THE ST.i~TE 
' ' 

OF NEGOTIATIONS ON l1 COHi.iON lilUND ~:!_D~ THE INTEGI~l.TED 

PROGR.t'J•.EifE.l:Qli.:,9Q@}Ql?ITIES _ygpER, THE .i.USPICES OF UNCT.AD 

I. INTRODUCTION 

.A good starting point for this report is the evolution of the 

Integrated Programme for Commodities ~IPC}-, The IPC oreinated from 

the Proffra.mme of .t.ction on the establishinent of a 'New International . 

~onor.1ic Order (NIEO), tv-hich was adopted by the UN Gene~al .l.ssembly 

.(UNG1l) at its Sixth Special Session) held in New York 1 in Hay ·1974. · 

The sesssion ca.'ll~d for an overall integrated programme for.commodities 
/ 

of expo~t interest to developing countries~ Following this Special 

Session of UNG .... , me~bers of the Group of 77 have beon raising the issue 

of the !PC at a number of fora especially at the 7th Special Session.of 

the UNa~·l. held in New York in September 1975: and even at the Cohference 

on International Economic Co-operation (CIEC) or the.so-called North

South Dialogue in Paris~ The 4th Session of UNCT.iill held in l'·lay 1976 
i 

in·Nairobi, Kenya, had the question of the IPC as the number one item 

on its agenda.' 

2., The quef:!tion of the IFC was also considered at ministerial level 

·in Dakar in February 1975; in Algiers, November 1975; in. l':Ianila, Phili

ppines, January/February 1976 e.nd in Djakartv.~ Indonesia, January 1976o 

In Manila, the Ministerial Conference of the Group of 77 adopted a Pro

gramme of .Action which callec1 for the "es i:;ablishment of a Corr:mon li'tincl 

for the financing of international stocks or other necessary measures . 
/ . 

within the f'ramework of com111odi ty arrang-ements",, 

3. The Fifth Conference of Heads of State and Government of the 

Non-aligned count:ries at Colombo/ in ~l.ugust 1976 decided that a. meeting 

of plenipotentia~ies on.a Cornman Fund .should take place in the event 

the Ul~CTJJ) Negotiating Conference on a Conmon Fund failed to yield 

satisfactor,y results by March 1977~ 

4• The 4th Sess5.pn of ill\JCTJJ) in Nairobi adopted a detailed resolution 

which called for tho negotiation of a Common Fund under the Integrated 

Programme for Co~noditieso Some countries participating at the Conference 

at Nairobi indicated their interest in th.e Common Fund., '1\mnty-fi ve 

countries announced tha~ they \vore reaey to contribute to tho Common 

Fund. Tl1ese included nine combers ·of .OP~C, viz Algeira 1 Indonesia, 

Iran, Iraq, KuHai t t Nigeria 7 Saudi .!•ra?ial United ·~rab Emirates, and 

· _ Venezuela.. Four developed. count~ies were among those ltlhich O.}..'})resscd. c 
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re-adiness. t;o contribute to the Common 1i'und (Finland, Netherlands, 

Norway and Sweden") o . Six countries I:lac:e plGclcc.s in Nairobi rJhich 

)ota~led $156 million dollars: 
1 

· (a,) India. . 

. (b) Philippines 

(c) · Yugoslavia 

I (d) Norway 

(o) Indonesia 

(f) Kenya 

TOTi1L 

·$ 25 million 

-$ 50 million 

$. 30 million 

$_25 million 

$ 25 million· 

$ 1 million 

$156 million 
=~==~=~====~===== 

Indications \'Tere made to' reduce the contribution of tho poorest countries'" 

5o ..:lfrican Hinisters of Trade held a Conference in .f.d.dis .Ababa from 

1 to 4 September 1976 in preparation for the Mexico City Conference on 

Economic Co...;operation ..::.rtiong Dove loping Countries, _and decic.led to a~lhore 

to the Integrate~ Program1:10 for Conunodi tics "in spite of the fact that 

it falls short of'the aspirations of developing countries as ~xprosscd 

duri~g the Manila Conference of.the Group of 77"o They further called 
"'" upon UNCTL.D members "to make specific commitments to contribute to the 

Co!ilrnon FUnd· before · the commencement· of the UNCT1ill nogotia tions "., 

6~ Together wl. th other filcmbers of the Group of 77, ... J.frican countries 

decided at the Mexico City Conference in September l976, tha;t "arrr.:..ngements 

should be made for inviting all ueveloping countri~s'to,givo expression to 

their commitment by making specific pledges for the contributions to the 

Common Fund if possible before the comuenccment of the negotiations in 

UNCTiill", 

1. Since .its conception the idea of a Common Fund has unLergono some 

changose Originally;it had beon intended to act a~·a multi~conunodity 

stoc~ing agency and to intervene directly in commodity markets. No1v it 

is conceived by.deve1oping countries as a bentral source of finance for 

independent commodity organizations vJhich Hould use their k.not-rledge and 
\ 
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·~:;:p .:;r~~.:...,e: .J~i.' t}l\;~r :.HJn .::::.:;r..mJdi ty trv..d.G to in-tervene appropriately in the 

col1ll71odi ty marke-to The Group of 77 ·proposed that the Common liuncl should . 

include the financing of appropriate meesures other than otvckint_; to :;c 

undertaken v-ri thin the framevmrk of cor~llil.Jcli ty arrangements ei thor alone 

or in addition -to· and in support of stocking activities. 

II. T'"rlE PRESENT SI'lU.iJ.TIOlii 
.,· 

.il.. The purpose of ·the Com.~-:ton- Fund 

-8. 'fho developing countries have viswGd the Common Fund as the ~ain 

international oeasure in the Integrated Programme for Corr.modi ties which 

would provide them with an effectiv€ means for the realization of the 

overall objcct;i.ves of that programme.) .i'he developing countries have 

sought to defend their interests as members of a community of raw 

matcrial·producers0 

9. It We .. s hoped that the· purpose of the Common FUnd would be to provide 

loans to individual commodity organizations for purchasing and stocking. 

of comrnodit~es when their prices fell below an agreed .level~ The Fund 

l'lould extend price support :.n surplus si·tuations when the cornmodi ty m~rkot 

lvas in danger of coll<?-psine or presented an e.conomic danger to producerse 

The accumulated stocks wouj_d b.e sold when prices rose above an acrced 

level arid would thus"allcviato shortages which v~ould aclvGrsely affect 

consurnc.rs., The individhe..l commodi~y orGanisations l'IOuld be expected 

to repay the loans to the Common Fund as soon as their stocks were sold~ 

10~ Since the prices of different commodities uo not move in, the same 

direction at the same tir,le 1 advantage T;Jould be gained if the finance for 

stockina wns provided through a Common.Fund rather than on a cornmodity~by

cot1modi ty _basiso Unsynch:ronizecl .commocli i:y price movements \rlOUld rcsul t 

fr?m the. commodity-by-commodity approach~ The Fund, on the other hand, 

would facilitate intervention by the IPC to-bring uncoordinated price 

fluctuations under control~ 
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11. T.here has been considerable debate as to which commodities should be 
I ' 

covered by the Common Fund. The UNCTlill Secretariat recommended that the 
\· 

Common Fund should finance 10 major. comniodities· ~f intero.st 't'o .. \developing 

countries, such as .cocoa, coffee, cotton, copper, hard fibres, ~utc, tea, 

.~in, sugar and· rubber. 

1.2. ~n UNCTi.I.D Resolution 93(IV) .passed· in Nairobi, it was decided that 

the commodity oovor~.;e of the Integrated Prograr.:nne should. en:~ompa~s 18. . . 
commodities or·groups.of commodities, .including the lO.prev;o~sly suggested 

• 0 ~ • 

by the UNCT.iJ) Secretariat. 1.~odded to the list were: ba.na.na.s, pauxi tC?, iron 
\ ' ' . \ 

· ore, manganese, meat, phosphates, tropical timber and vegetable oils including 

olive oil and oil see~s. There was however a proviso that others -could be 
. . ' . . .. 

added to the list'if and whe~ international commo~ity ~rra~g~ment~ were 

negotiated for them. It is nevertheless clear that stocking for some of 

eight added commodities is well-nigh impossible. 

B. AFBIOi~ TRlillE IN THE 18 CONNODITIES IN 1972 1974 

13. The export value of the 18 commodities in the period 1972-1974 
repr~sonted an ave rag~ of $7 •7 billion a Y.ear, .while. imports of the· same 

18 products· amounted to an average of 1.2 billion a year in the same period. . . . 
The value of the net exports (exports loss imports) of these products was 

on the average US$6.5 billion a year in 1972-:1974• 

14. · Noteworthy is the fact that . .L:d'rican countries are net exporters of 

the following agricul tu~a~ products: . coffee, .. cocoa, cotton, vegetable oils 
' '• ,i ' ' • ,o • I ' 

.and oil seeds, timber.~d hard fibres; and the following metal and metal 

ores: copper, iron ore and phosphates. Only a small n~ber of l~rican 

countries produce tea., na~ra.l,. rul;>ber, ·moat or manga.n~se and ba.uxi te. 

However, their impact on world trade is not as important as that of 
•. 

the 11 commodities above. 



c.-:' FII'TL.NCIJ~ REQ~REUE:NTS ~JID SOURCES 
. ,· 

15• . Tho UNCT~a> Secretariat suggested that the Coulinon Fund would requil'Q, 
' ' .. 

to start with~ an estimated US$3 billion. .L.t least US~~;t billion f t~:is 

would: · com~ ;frpm paicl ·up capital ~d US$ 2 billion fror:l loans. · ~ ... ftor a 

riumb'er ~f yea~s a.n ooditional am~~nt of u~$ .1 billi'~n .in. paid up. capital 
. ~ .. 

and' 'US$· '2 .bi-llion in ·bor;-owipg m~ be required. . This should como from 

govei-rnments, . regional~ ~ncl intornati.ona.l finan~ia.l inst~ tuti6ns · ·anci capi t[l..l 

markets. 
( .. 

·'16~·· · 'lho first US$ 1 'billion would come from subscriptions by members on 

the. 'b~$is .o.f .~ criterion· agrecd. :upo,n at a. negotiating conference • . The a.g~ccd 
~ - .. ' ••• 0 .~ • ' • • ~ • • • .. ·, • • .. ... .. . 0 • • • • 

. form~la would .. havc to take into account potential benefits and the ability ... .. .... . .. . . . . . . .. 

of members to contribute. • ... < ~ ·- ...... ,. 

.... . ""'• , .. :) ' .. :-. -~ . 

Three alternative s~g6estions were made by the 'liNc~·JD· Secrctari~~: 

(a) ·Subscriptions of Uember ~:tates bas~d on agr~ed pe~~e~tage of 

. ·- ·. 50 : 50 .or 40 .. ; 60 be~ ween developed .~d developing ooun~ries, 

importing and exporting countries,; 

(b) A tripartite strUcture ·almost similar to that .adopted by IFl~ 
/ . . . 

would be re~aincd. In ~his case the e~orting countries ~would ' 
. . 

· · cont!ibu te 37-~5% of th:e su1;>scr:i,bed 9a.pi tal;. importing countries 

would subscribe' an ~qual amount \'lhilc the p~trolcum. exporting r 
' . . ;· . . 

countries. woul<f .,.stibscrib~ 25%, T.h~s would correspond to US$250-

. mill~on of cap~tal subs~ripito~ by cou~tries o~ OPEC. i~ the first 

i~stalment . of · the capital. It 99Uld b~ said on the outset that 

the Group of : 11 is ti~likely to agree 0n this.· suggestion._ 
l ,. • • • ~ • • •, 

Countries of the Latin-. .:lmerican 'region, ~-1hich have reached a 

- .higher degree of economic develop\ment, tv'ould r~sist this sug{;cstioH 

for fear that the weight of subscription would fall on their 

shoulders. ·This vmuld leave countries such . as :t;he LDCs with 

nothing to pey; 
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(c) It was also sucgcsted by UNC~~~·that subscription by i~dividual 

countries could be agreed based on the benefit that each countr,y 
' ' 

would obtain from the Fund, as measured by the combined share of 

each countr,y in the tvorld exports and impo!ts of commodi tics and 

the ability of each coun.try t~ pay as measured by. its ~GNP, its 

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

l8. The fund for the buffer stock would be lent to ~tonomo~s:~roduoc~ 

oo~~umer a€recrnents. in oases of deficit and would be repaid in times.of. 

/ ~~lus with an interest. of .around 4~ inten.ded to profit the cont~ibutors1 . 
viz; the capital markets, r~ltilateral institutions and governments,, who 

.. . ( 

·would have made the loans available. 

191 There would be a second account often referred to ae "the. second 
. '\ ( ( 

window", designed to finance wider and more long-term stablization moasu·rcs 

6ruoial to 'stockable commodities and to handle overproduction problems often 

experienced in tea,-· 'jute etc. 

20. Funds from "the second window" would finance such measures as 

improvement of production processes,. market. promotionr ·a~stment assistance 

for·diversification schemes, etc~ The account would.be limited in tho 

.first place to some.US$ 1 billion to. US$ 1~5 billion, offering long-term 

~oncessionary loans to individual commodity.agrecments. Its.financi~g. 

would be separate from·· the main. acc6unt 1 and would be dependent on govern

ment grants and concessionary loans from multilateral agencies. 

Distribution of votes 

21. The. Group of 77 demanded t'hat· .. the decision'-ma.k:ing process of the 
/ 

Common .Fund should reflect the vi t.al int~rest of the developing· countries 

.in the Integ~atcd Programme for ·co~odi "tiies. · 1~~ they see· it, t}?.? role of 

the developing cquntries should, for example, be decisive •. The developed 

countries,~n the other hand, maintained that there should be equal~ shared 
roles. 
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.... • .• ...:•:.. G · ;.:· .;:: :c:rc oi' t~:.~.: :~::.··..,:..1.·:· ;)f '{7 i.:J.sistccL_on ·-tho principle of equality 

b:.;.se-:1 ._.n one ste..to-ono-vote; that viould giv~ the Group of 77 75% of the 

tot.a.l strength of ·the Common FUnd., . ~vi th a minc;;ri ty. contribution t0 the 

snbscri9od capitalo 
_. ' ~ I 

', ·~ . • i 

_23. Tho distribution of votes should .ensure that ~ajor impor~.ifi:g countries 

from the .clove loped. count:ries do n0t dominate· .the Funcl.. It .:i._e . not"ewortl:ry 
' , ... ,... I ,, 

that the United· States,· ~Jest Germany and Japan account for an avi:rrage' o'f ·· . . . 
. 28% of the combined value of wo~ld imports and exports of the l~ commodities 

me~ti~~od un:ler Ro~~~ution 93(IV). If those are giv~~ a. free hand they·' 

could dominate the entire Fund~ 

.. ' <. 

24. J..n the spirit of .~ho..,PcvJ ,International Econoraic Order, attempts • shollld 

'be IJa.de to reverse tho situation. urcvailiry:; in tho. IBRD, Yihere only llz~ of_ 

the total votes are distributed en tho.ba.sis of the prin~lple of equality 

or in the IMF t'lhere there is a buil t-jE_ votinrr' f'lechanism built in favour 

of·the developed countries~ 
. ·, 

. . 
25e SofiiC members of the 77 would b~· contented with votes alloca.~ed on~ 

. •( . 
the bas~s of .the principle of prol;ortionali tyo .illnong those members of the 

Group o,f 77 arc. coun.trics t--Jhich have the highest share of. export, of tho 

18 commodi~i~s named under Resolution 93(IV)n These countries would 

rather subscribe sienificantly to the Fund than lose control over :the 

de.oision-making processo Those countries t-1ould resist domination ei thor 

by the dEfvclopod countries o:.r by mm:abcrs of OPEC. 

III~ STlJJ.DS OF THE DIF1FE1Th:NT PHESSURE GROUPS .. 
Position of .the Group of 77. o.G a .t.Yhol_£ 

26~ · The, Gr.ou.p of' 77 as a .1-vhole .. believed ·that the· Comn1on FUnd tvould 

beriefi t both the .'rich and the poor alike. They· disapp.roved of :.the 

pat~rnalism of Group B, rcsprosenting the ~~estern industrialized countries 
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and Japan over the po?rest countries. .Group B argue~. th.at the .Common Fund, 

as envisaged by the- Group of 77 t would hit the poorest .countries t. espcci~lly ~ 
I 

those with GNP's pe.r capita. be low US$ 200, because they were no~ importers 

of the 18 commodities. This argument ~y Group B was n~t ~pp~rted by (acts, 

as evidence shows that only five of the countrios_are not importers and none 

of these are l~frican. Even then tho so that are not importer~_., have a. .~e~l thy 

bala.hoe-of-tracle surplus in the 18 commodities. This· could mean t}?.a.t they 

might benefit. 'Ihe· only commodity which is-il1lportod by these cc;>untries is 
II ' 

. sugar; but it caul~ easily be met by an ·agreement that cou~d stabilize its 

price. 

, I . . , 
27. The Group of 77 believed that the Common Fund could only spread its 

. ) . ··. ' 
·benefit if,.. it· was geared to~finarioing inore than just buffer stocks. They 

. a . . . . . ..;. ... . . 
see.~ the Common Fund as I oomp:t'enenisive approach to commodities, an:~"--not .just 

concerned with -buffer stocking a.rrangeme11-ts. .Lln agr.'eement on. th~. ,'CoUlman 

FUnd must be able td financ'e 'other measu~es. Some articles of ?. ttrcemcnt on · 
, I 

the Common Fund· should facilitate. othe·r financial measures a.:;recd upo!l' -by 

both consumers and producers in· individual commod~ty agreements. The1 

individual commodity organisations ~d the Co~on Fund ~st bo seen in 

terms of a lender-borrower relationship, which includes thom'both .within 

the inteGrated Commodity Prpgramme. 

28. 'Some members of the Grou~ 9f 77 '\vere. tempted by_ the USll. policy 

of trying t~ negotiate a trade stabilization scheme. They. be_liovcd that 

it was an advantage ;for ,the Common FUnd and were reluc'j;ant on "the second 

window" arrange:ment. 

; . 
· 29. Tho Group of 77 soon discovered that .there was no political will 

,J on the part of some of the countries of Group B and. Group· D to decide 

on setting up a Common F~d, which .wpuld benefit both tho 4eveloping 'and 

developed ~atio~s, aithough the Coll'lrilo~ F~d was likely to·brinei abour·greatcr 

equitY and· rationality in the functioning of international commeaity markets. 
) 

The Group of 11 warned that failure to agree on a. CoiiUI1on Fund wo_uld provoke 

unprecedcntod' bitterness between the developed and · devel'o'ping· ·nations. 
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30. r.IT1o ~110f;lbcrs of ·thu Gr,.~up of 77 ilotoctcd at tho .Conferen'ce some 

l.nclina.tion by some important r.1onibers of Group B to ~postatize 
. 

from the political oomrrii tments that were made .. in Nairobi, Tho GrGU:;J 

of 11 insisted that Reso'Iut~on 93(IV) of Nair.obi commi tt0ecl UNCT.:JJ '· 

member~:( to se:rious negotiations cin the concrete elements of a Common 

Fund.· 

The Group of 11 rema.inJd united despite divisive activities' of 

Group B, They.· reaffirmed their unanimous commitment to the .establishment 
I , 

of a Common Fund.as the.main instrument for attaining the objectives of 
' ( 

the IPC1 vJhich woul~ function. as a .central source of financ~ for specific 

objectives and purposes~ This .position of tho Group of .11· was .supported 
.,.-

b;y the Scandinavian countries, Belgium and the Ne;thcrlancls as well as China. 

32. On all these .. points, the Group of 77 · remained tmi ted in their approach,. 

~s the debate continued, tho positions of different continents ·within tho 

Group of 77 crystallized. into the Latin-America, J~frican and "~sian positions ... 

· Latin-li.m'erican position 

·,_ 33. The La.tin-i.~omericans 1 while going along with their '"colleagues in 

the.Group of 77 1 took a more cautious approach on the question of tho 

Common Fund than the other tvm regions of L.sia and ... £rica. Some Latin

l:..merican countries saw tho concept of '~~h~ sec.ond windo1v" as, agonising 

.in the Common Fund. Two major industrial countries within the ·context 

~ .. .; , . 

of tho Latin...;..t·:..merican region preferred the Common Fund to concentrate 

its funtions on financing !Juffer stocks instead. of addi~g a "s$3cond l·lido-;i'. 

On9 of these two boli'evod that a source of funds should be sct·up whioh 
' " . I 

was limited in size and function, ivith a provision in. the articles of 

·agreement for financing other op~rations .. later. The cou~~ry in question,·, 

prefer~e~l ~hat .~the ... :'sec.ond :w-indov-itt idea shou~d be droppocl • 
. ... , .......... . 
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~4. The majority of the Latin-.iunerican countries· disagreed 1d th the 

approach of the two potverful Latin-.f..merican_ countries. They believed 

that th~ Common Fund l'Ti th a "soc·ond 1vindow~ was vi tal if the Third 

ifurid was to make a success of the New International Economic Order. 

, The majority believed that the best w~ to correct the present inter-
- ' ' 

national economic structure, which is based on the obsolete colonial 
. ~ ' 

past, vias to ador::t tho Integrated ·Programme for Commodi ti·os and o~eate r 

a Common Fund as the·main instrument for the implcmontation·of the Pro-
• ' • I 

g~a.mme.. ·This could not be .done \vithout a "second 1-li~clow". The ma.iority' 

of the Latin-lunerican countries, like their ict'rican and .t~sian counterparts., 

rejected the ·concept of compensatofY financial arranRements proposed by 

Group Bi because they believed .that it would amount to accepting raw 

matc.rial devaluation and perpetuatinr; unfair treatment. 

i~frican position 

35. Throughout the proceedings of the Conference the .t.frican delegates 

suspected· that the .Jes~or~ cou;rti;ries. did not .soriously·think of a solution 

that would achieve price stablization. The .il.fricans believed --that.-, in order 

to establish a Common Fund 1 it was necessary to force both Gro~p B .and D to 

make a political commitment to that effect. They argued that they came to 

the Conference" on a Cornman Fund, because they had believed that .Resolution 
. \ ' I 

'93(IV) ha~ already set up the Common Fund and· that their coming to Geneva 

v1as purely to clinch the deal at tho negotiating Conference. They let it 

be known to those who hesitated about. establishing a Common Fund that .the 

majority of the countries had agreed to this in Nairobi and were prepared 

.to honour the Nai:robi. decision. The ll.frican Group believed. that one wo,y 

of getting otit of the impasse ~s to force Groups B .and D to get ~ff.thc 
fence - by forcing them to make a ·decision uhich 1-rould ensure· progress on 

' all issues of NIEO,such.as debt relief and inqustrialization. They thought 

the attitude of the countries of the ;;est had vestiges of colonialism. 
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Group B poscd_difficulti.es 

,_,h t:Cw · Co.u;:J?~ liU..tfcl boca.uEo Group B looked at t'he ide: a of a Conunon. Fund 

' from· a wrong pcrspectiveo Group B believed 9 wpongly 7 that· they· r.voP.JJ1 
. 

.. carry th~ financial burden of tho Coumon Fu.tle. or -t:i.c."'.. ;J -~~· ..... :;'I :;:)u.lcl ·.Jc 

i.nvol ved in giving a1d to the Thlrcl ~:orlde Tho .. 1fricans. argued that 

in· feet tho Common Furicl vm,s meant to avojd just thatc Contribution 

t·o the FU.r..ci should be. based on the principle of GNP per· ca.pi ta w~iGhtod 

,fo- take account of trade share in_ the' commodity concerned~ 
• . ," I. i . 

i.~oll ~ .. frica 

. >.< :. ·.··1·ii:sh'e'd to'' S~e WaS ste,.ble commodi t·y 1 .priC~S 0 .. ·• 
·' ' ••• 4 • •'1. •.t ....... . 

. . .......... , ........ ... 
,. . .. : .. : ' - .... ' .. ~" 

·' 

... :·3'={:.· .... :- ·.Africci··a:iso ·.wanted '"i~ · .. ~~~ .... ~---~iear ·dcmonstr·atio~· ·of ··i, p."oliti:cal/ 

. vlil·l· ·f;bm --crroute:B :a:nd. .'rf'co.un·t-~ic~ to ·:aero~ t 9· .. ~: ... c·o~-~6~)t of_-~ .c·~mr.1~n . 
; • ' ~ o • ' ... • ' I • ' •' ,.0• >' j\• ' o • '' o o ~ ..... ' " o '' 

Fund as a sou:rce" of financcn Some il.fri_g~ .. ..£2untries I ho_lrlCVor, bolicvvd 

that time had come for the countries 9f_!l~_Q_rou_p ·of 77 to.)4~roc ·a.innng 
themselves and implement the doctrine of sel~-reliancc as 8f;rced upon 

bY tho Heads of State and Go~l~~f. the Non-Aligned nations ih 

Colombo in ··1.,ugu.st, 1976, 

· l.~.sian position \ .. 

38. The l .. sian Group -vrarrtecl a Colilmon Fund Nhich tvould pr0vide money 

for buffer stocking as' tvell as for helping yJroducers to :increase' producti·Jn 

.and improve manag(:;ment of their proclucon 

.. 
The second account of the Fund T~Voul.d operate jointly with other 

aid institutions, 
1
iJ.t the same time tho second account tvould help. 

countries - .ti.sian countries 

their export~ 

tvhich_ dopencl ozttircly on jute t? c~iversi:fy 

I. 
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40.. . Some members of the .r.":..sian Group "L<ranted attention to be given to 
i 

the least developed countries and espoci~l~ the land-locked ones. 

In order for the Fund to benefit the poorest countries, the Asian 
' ' ' 

Group believed that i~ should cov0r the widest possible commodities 

with compensatory financing· wherever feasible.·. They believed that, 

· .since the least developed countries v10uld find diffioul ties in raising 
'•, '', t ' ,t ,<' • ' I ... • • 

.funds ~.or subs~~~pt~ons, ,.t~.<?Y. should be. exempted: ·from subs·c~il?ing to the 

Funq. •.. Ex:omp~ion, however, should .not ~ffe9t th~ least deye~oped nations 1 

share of ·the Fund bene~i ts, they comtcnded •.. 

41.. The .t·.~.sian Group insisted .)n the importance· of seeing the Common; 

Fund as a comprehensive approach to commodities, and not just concerned 

·with buffer· stocking arrangements.· 

·po·si tion of Group. B 
• 

42. There is a·.clivision bctv-1con c9untries such as Holland, Belgium, 

Ireleand and Denmark,on tho one hand 1 which support the creation of tho , 
( 

Conwon Fund,and those, such as ~ritain and the Federal Republi? of 

·Ger~any,· on the other hand, which are opposed. The latter are ~pported 

by ~ustralia, New Zealand, ·Japan, Canada and the United States, which are 

outside the EEC. 

43. The basic policy of 1 the EEC is to establish a clearing house whose 
', ' . . .. / 

function would be to service a selected number of buffer stocks. Producers 
I ' 

and consumers of:the relevant commodities would provide the finance for 

these stocks. Surplus finance could be transferred from one stock to 

another. The _EEC approach does,. hovlever, alloli for limited market inter

vention, financial c·ontribution from. capital markets or oven the riccd to 

incorporate a-second account for diversification and other nccessa~ measures. 

of 
44• The EEC members foroup B believe that the Common Fund cannot ba 

u~eful.as· a. price stabilizing mechanism •. Instead, they believe that tho 

1ddening of the Stabcx syste·m,. nolv applied to the . countries of the .,;lOP 

under the Lome Convention, could help.· 
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45, ·C..l t~w ·other. hand, Group B viewed· the pos.si?ili ty of using the·· 

In1ernationa-l r:Ionctary Fund (IMF 'e) Spep~.al Fund to finance buffer stocks:· 

This ~ould moan incro.asing Group. B 's c .. Jntributio:r:- to thu 8rK:cial }uncl 

a~d e.llou-ring the quortas lc'(els for wi thdravlals to be raised from 50% ·to 

75%~ .. Group B w0uld maintain their domin~ting ~ole ·anu thoroby· defeat 
: ... " ~ ; .. 

'the. prt~.pose of equal distribution of responsibility v1hich is inherent·· 

in the 'Common Fund · . · · ... _______ ........................ _ .... __ ~ ' ' ' 

. ' I 

46. Group B fears tha~ tho IPC approach could easily cause the prices 
. ;: 

of the .cociraodi ties tO ;ris0. rG.SUl t;i._qg j,n h~~yy· c9st to thei! COUntries' 
- . . . 

outtve.~ghing the ~·bonofi tS' fr.om.'stabl:L~a.t~?.n• . ~~ .. ~the Conference Group B 

a·;gued. ~a.ternalistically that tho Common. ~~1- arrangom~nt could· ea·sily 

affect some of the least clov~lopod coun~ries ;vh~~~ ~~ffo·; .. f~~r.l acu t~· : .. · ~. 
balance of payments problems. Group B is joined by Group.n. in these foarso 

·kfl:y;wey, th~ argument ienorcs ·tho ·fact that tho CoTilmon Fund is no:fi aimed at 

ra~s'i~g prices and that thoro arc only a negl:l.gi ble ·.number of the lo_ast 

develop~~ COUI1:jiries Which are imr;orters· of the 18 COft1fi10di ties t'li thin the 

IPC, w~lich_.raight .be affected in the unlikely event of the (Cor.unon Fund 
j 

cau.E?~:ng inordi.uate c6mmocli ty' price risese· 

47. Hithin Group B there arc nuances dictated by national policicso 

:·In general. ~he C?loavage. exists between tho Netherlands, Bclgiur.1, 'Ireland, 

:Qenmark1 on the one hand, and Britain and Ger1:1a.ny an¢!. other l'lestorn countries 

outs'ide the EEC, includ~ng Japan,: on the· ot.her hand • 

. 48.: ~o. ~ifferonoes bet\·mon those. tv10 :t:actions of Group B .. are· ·"n tho 

, ~niJ?.ha~is· e.nd ·national approaches. Yet .. the Nordic o~u.'ntr:l.es,Jsu.ch. as 

. _. :··. ·.~~eden .. , . ~o-~.~;~;. ~~~ !.~n~.and ,·:eo . ~. lgrig t~ay. ~~tvarcls ~;ocdnc v1i th. tho·: Gr;oup 

· · of'· 77 t'lithou··(·pro~cond.i tio'nso. \ 

... 

/ 
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49~ Tho national approach of l·Jest Germany is to .reject the concept 

of tho Conmon Fund out of hand, claiming that it interferes with the 

principle of froc markets. In this policy, she gets unqualified support 

from tho United Ste.tes and Japan. On the ot~er hand, Brita~n pr~fers the 

Kingston Agreement, ~hich calls for the principl~~ of ag~eoments for the 

six or seven key commodities. 

50. Franco pl~ys it-cool~ hanging loosely between the concept of a 

. Common Funcl and that of the North-South Dialogue in Paris •. 

T.h~ original positions of Gro~p B countries has shifted 

somewhat since the Conference on the Common Fund startc~ on 7th March,l977e 

521 · - At the·ir EEC meeting i'li Rome, two har2fliners ·within Group . B -:

Britain an.cl Uest Germany ":""- moved to a posi ti9n which they believed to 

be· a compromise, which in fact is far from meeting the Group of 77's 
' 

approach~t tlest Germaey stated in Rome that she agreed lvi th the concept 

of a Common Fund for commodity stablisation if there should be capitalisation 

of,th~ Fund by governments and that Group D countries. must pay their share. 

She further stated that a fund must be seen as part of a wider package tb 
\ 

p~ their ·share. 

53. ~fter stating these two conditions, which are c~early far. from 

meeting· the demand· of the Group of 77, that the .. Corrunon Fu.nd be.~ 

s~uree of financ~, the Nest German Government returned to the argument 

of trlidoning tlie ST.i~BEX scheme for stabilizing the export earnings o~ the 

developing countries. 

54• Britain stuck to her old idea of a·conwodity agreement for only 

six or seven commodities without .providing for a second window or acting 

as a sou~ce of finance. 

' 55· The· immediate reaction of the United States tvas to reject tho EEC 

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

the Conu-aon Fund if it were brought within the J'Vorld Bank, She thought that 

a "fourth. windotv11 would be created to finance cowmodi ty s:tabi+ization. 

T.he voting rights allocation of the capital of the .Oommon FUnd ·would take 

into account\the demands of the Group of 77 at the Geneva Conference, :the 

United States argued.· J~ain, this was escaping tho responsibility of 

accopting.the changes which are entailed in the NIE0 1 from which the con

cept of the Common Fund was born. 
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G~y ~Rome, tho Unitcd"States created 

a _false in}pression to tho i/.)rld. She stated on lOth ri[arch that shd had 

accepted tho princip~e or'··ostablishfng a Common Fnnc"'..v Thic 8.n.l1':·u!i9;:.::·.;c.!~-t 
l ' 

ended. thoro~ She immediately returned to the old' idoa of Group B, :r 
\ ; 

insis'ting that individual commodity agreements be reachocl before con

sideration could be given to establishing the Comnron Flli~d.and tho~ only 

for buffe;r· stocks. ~'Jhile sh? was making th<;3se areuments,.; she sho.rcd . 

France's attitude of· pinning hopes on an economic accommodation being 
I 

.reached in the North~South DialogUe in Paris bctHecn tho OPEC a.nd.O~CD 

.c9U:fl~riest ·which was not in sight in any case8 

51· It ·is obvious that tho United States is concerned ab~ut tho ener00r 

~7ob~em rathe~ th~n . ~tabili.~a.ti6;;_. of prices of 18 commodi tics.· $hQ. wont 

alone .vTith the 'British approach·.vf neg~tiating individual· cornr.locl.ity 
' ,· 

a.greo~1cnt·s. and moved to thc3 idea' i)f a "second -Hindow" only at: a; la.-t:~r stacoa 

:58~. By. 

spirit •':'If 

German and 

accepting 

the Group .,, 

Japanese 

the· conce~)t of a Comr.nn Fund, cvun though not in th,c 

of 77,. tho' Uni t~d Stn:~es effectively killed t/le. t.Iest' 

theoxj that the Coramon Fund lvould interfere lvi th "free 

market" moc}?..anism, bu.t it still· apli ts buffer stocks from"the sec:)ncl t-Iinclc~>?"o 
.i. 

\ • 1 

in 
59.· The United States believes /using the :hf/IF Special Fund to fin~cc 

buffer stocks~. therpby kool;ing Control in the h~ds, .::>f tho dovelopccl 

countries dominated by i tsolf e Tho Group . .Jf 77 is unrc·sorvodly oppcscd = •.b ' ------

to this idea, because ·it is. tantnr.10unt t0 1:1aintaininr{ the st~tus quo Hhich 

has exploited the Third t'lDrld for centuries. 

T.he Scandinavian ~pproach 

60. Unl~ke Belgium, Irelc:.n<i and the Kotherlands, who eive an apoloGetic 

sur-port to the idea of .the C~r.11:.1on Func.l, for fec: .. r of offending the EEC ;;artw:.rG, 

the Scandinavian countries, especially, Norway and Sweden, are clear and fir~ 

in their support c;>f the. position (:f the Group of 771) Norway ste .. tod the.t shG 

supported th€! Coramon Fund p.s e .. oentral f.in~ncing facility e.ncl a source .:.f . . ' "' . 

finance. Unlike tho USJ;~. and tho EEC,. the Scandinavian countries sec: tho 

importance cf the secvnd account t.o the comprehensive stablizat;i.on objcctivoo 

of the Fund. 
/ 

\ 
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91. Sweden agre'ed lvi th Nortrm.y but believed that the second account could 

not be ·incorporated into the financially viable fund. Sueden is of the 

opinion th~t the second account ·could be relegated to other fora• Sweden 

thought that "the second .l1inclo~" should be Seen in the frame1-10rk of the 
'-

Intecrated Procramt;-te for Corilffiodi ties and operating within the Comoon Fund~ 

Position of Grouu D 

62. Group ri 'countries tricd.all their best to avoid upsetting the Group 
' 

of 77 but without offering anything tanr~ible as an alternative to the Group B 

approach~·.Their statements on this subject are con~inod to the explanation 

·of.thoir political policies rather than doaling with·tho points in question. 

·They blamecl ·oconorni:c problems on the colonial past,· imperialism, and the 
. ( : . 

activities o:f the transnational corporations but prescribod.no cure :for 
I 

the disease. 

63. · One c;ets the impression· that, ·vJhile ,theY 6oric1.omn· the present interna

tional economic systert1, they silently prtiY that ·it be r)erpotuat"ed. 

IV. Sl.Jl!JI.U.~.RY · J:JID GENElli~L OBSERV ..... TIONS 

,. 

64. ~e Conference ended without an afircement on tho concept of the· 

Coinmon Fund or a commitment to establish~a Fund. Most members of the 

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

see· the Fund es.tablished, \Jere disappointed .by the rosul ts of ~the Conference. 

· .. I 

The basic disagrooment between the Group of 77 and.Group B lay in 

tlie interpretation· o:f tho c~nc
1

epts on modes of 0perat.ion, contributions 

and corj]ffiocli ti coverage. Lack of agreement ancl unity-within t.hc major 

group·s. also c6ntributed to· the s'taiemate in negotiations for the establishment 

o~ the FUnd. In Group B, the Nordic countries, supported by Belgium, Ireland 

and the Netherlands, stood ecrainst the obstructionist attitude of s~me members 

in their Group. On the other han~, the, Group of 77 ·.\-vas not only divided on 

the concepts; they t·mre crystallized into ret;ional positions. 
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-S:~·.u .: .. fx·icc..h moJiliJcrs .)f t1-:.c.. Gr:;Ul') ~f 77, 1r1ho have no embassies in Genova, 

came ancl reversed the pr~·cess v1hich hru.lc been g-oincs on for a lone time. 

T:>gether v.rith the other Iii01.1:.1~1'S . (.:f the Gr:·. up o~ 77, the . ..:..:fricQn c:;~:: .. ~ti·ic:s i :

embassies in Geneva h?-d dra'tvn. up a paper and·. 't·To.r~ed o
1
tit a position whan thc..l.: 

fjrom . 
outs1cle Gonev.a came ancl r_ovGrs_ecl. 'Some· of .th~ stancls. in th7. pos~ tion. In 

I 

n 

fec_t ,_ th0_so wh~· came fr~~··0~t~icl~- G~n-~va ~r~~~ht ~ int~. the·_ ·ar_o~p :Z~ 11 tho 

concept of negotiatini.; a. fund which 1:1ust act a·s a s -:>urce of finance and 
. . 

the main in~trument . for tho 2.ttainment of the vbjecti ves ;)f the Ij?C. rrl.i.is 

a~dition~l idea turned out to be the most popular thro~chout ~he_Confer~nce, 

but the Geneva-based Jl?ombors -~f the Gr:Ju~ . ~~ 11 disapproved of ·· the fact that 

it 1-1as injected late into the proceedings of the ?onfere:nce, creatin~:; 

an impression of division ancl weakness in the Group of 77. 

66·. The sir;n of clisuni t.v e.monF tho Groui? of 77 nearly created a lcopt :·lc 

.for GrouiJ · B ~ t.o. escape "the bla.co of obst~~·ting the Conference. Fortunatelj-- ~ 

the Group of 77 amended its~ jJo.s;i. tipn, incorporated .. the n~:'tl icloas ·of the 
, I 

i..frican Group ahd proceeded to arc.;ue i.ts case, until the Conference ended~ 
.. 

67-. Thro~g~out .the Con:f.~;r-Gnce · .. the G:roup of .11 wo.s sup:·:orted by Chine.. ~1(.1_ 

some members :of Group B. 

68. .i .. lthough Grou:e B tC~ok recalcitrant attitude throur;h aut the Confor,Jnco, 

it took a ·step fortva.rd and ar~rced. vli th the princi~-:;le of· he..vin~ -a· Corm:t:>n Ii\lnd • 

.. sll:bsequently, sev_en Hcacl_s. ·:)f Stat.<? and Government of the members ·')f Grou~.~ D 

17lado a statement in London on 8th '·r;Iay 1 1977 1 . lrlhich confirmed their reacliaocs 

to accept a Common Fund. This is (evident in their stntemen~ which decl~~0d 

· that: "To secure p~ouuctivo results fr8m negotiations. ruJout the stabiliz~

tion of coramo~li ty prices ancl the creation of a Common FUnd for individual 

buffer stock ac;reements and .to consic.ler 1,rob~ems of tho stablisation of 

expo~t earni~gs of· devolo::-in~~ .countries"«" 



\ 

i 

CM/823 (XXIX) 
Page '18 

This statement does make out the case for the need to have a Common 
' ; 

Fund but it does not come close enou~h to the concept 0f the·Fund as it is 

understood by the Group of 77. It remains at the old pfinciple stated by the 

~lilson Government in .Kingston, ·Jamaica. · It· is obvious that th~ 'Americans 

clung also to their old idea of facilitating "developing countries"' access 

to sources of international financ·en by supporting- "such multilateral 

lending institutions as. the ~Jor~d Ba.nk:tt; 

70, ~vile there is a different acceptance of the Common F\md by the 

countries of Group B, there remains divergence of ideas on the.interpreta

tions of lvhat the Common Fund ought to be. Group B 6ountries are keen to 
\ . 

have the Common Fund that remains under their grip
1

either by op~rating it 
with the help of.the WOrl~ Banko~ by creating~ institution which they 

will use as a political leverage. 

71. On the whole the Conference was a failure. Few delegates expect~d 

positive results at the first conference of serious negotiatiqns. The . 

eptire concept. of NIEO is an anathema ~6 some·members of ~roup B. It is 

likely to take a great deal of political effort to\ get them tQ appreciate 

the need for the change of the status qUo whicn is called for by NIEq. 
\ . 

The resistance of Group B should be· w1derstood 1 iri terms of their fear of chan~e~ 

T2• The OAU should consider action tq. cata~se the African countries' 
I \. 

concern·that they m~ not be~efit signi~icantly from the Fund, if it 
. ' 

operates through commodity organisation. African products, such a.s.ooffee, 

~11 continue to be subject~d to wild competition from.Latin-American 

countries. 
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.h.CTION REQUIRED 
4& 

I • 

7 3. T'ne Group of '11 Ot;.gl~t to i~n out the small ,differandes that exir.. · ~ 

within the Group and confront the· developed countries as a united group. 
: ' . . 

This can only be achieved if the Geneva-based African Group, coordinstg~ , 

its views through the OAU ~ with those of the OAU lJ!ember State~ which do 

not have missions in Gene~ 
'( 

74. Further conaultatio'ns should be held _with individual coWltries of' 
- .' 

Group3 B. and D to ensure · that their ~i.scon~eptions are dispelled' and their 

clear, understanding of the purpose of the FUnd achiev~~· 
. I 

75. The African countr·ies, with other members of the Group of 77, 
should oreaniae carefully planned and ~ell-planned visits. to capitals 

of the Groups B and D c·ountrie's~ .. · 

76. , It is imperative that African countries sh<:?uld increase their 

. Mission~ in Gerl~va in o~rder .to in:~luence day-to-day decis-ions on al;I. 

· aspec~s on economic matters~ On many o'ccas~ons one has seen Africans 

.hoiding conflicting views before ··entire Conferences. This is caused 

by the desire by the non-resident African members to reshape decisions 

which are taken well in advance of the Conference to which the Geneva-, 

based ~frican · Group ·iS usually cownitted. T.he · quality of the African 
I 

co~~~ib.utions ~n negotiatine debates .would impr9ve substc.ntially if 

there was adeqliate representation instead. of only 14 countries that 

have Missions in Geneva to-dayo 
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