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I. BACKGROUND T0_THE NEGOTIATIONS
'”10. ‘Thé purpose of thls oommunlcatlon is 50 set out the 11nes of a Community

position for thg Common Fund negotlatlng conference wnlqn seema.l1k91y tg
'resumé‘ih the‘laxe autum. In the UNCTAD calenda o néetingé, the period of

‘13th to. 30th November has been prov191ona11y set aside;

2. North/south dlaiogue, Integrated Programme for Conr\odltlesL Common Fund.

Together w1th the 1nd1vidua1 commodities on the UNCTAD list (1), the Common
:Fund is one of the main pillars of the. Integrated Programme and there is a
fundamental }ink between the*negotiations concerplng each'(z). \Ey the

séme token progress achieved 6n»50th gides would re:mufually reinforcing.v In.
: the same way, the negotlatlons on the Common Fund as well as on 1nd1v1dual A—
commodities are llkely to bear dlrectly on the broader north/south debates
_which axevcontlnuang in the United Nations Commltteq of the Whole, at the

" 33rd sessioﬁ-pf the United Nétionsteherai Aﬂéerbly, Qnd at UNCTAD;V.(Manila,

May 1979).

3, Ihdividual’comﬁodities@ The real but limited prngress'aChieved'on these

suggests Sbhat the economic basis. of the Pund 1s llknly to be narrower than
orlgjnally envisaged in the list of 18 (lnoludlng 10 key) commodities (l)

o Of ihe five exlstlnv 1nternat10na] commbdltv agreementa (ICAs) (3),

'there are two (tin, cqcoa)'which'contain stocking provisions, and :

one (dbffee)vwifhiﬁvﬁhich a étudy concerning. an éyenﬁpﬁl stdck has

been put in Land.

(1) Tén "key“ commodities deemed hy the UNCTAD to be stockable - cocoa,
' boffee, copper, cotton yarns, hard flbrca,nroducts? 31re/n“oducts, rubber,
sugar, tea, tinj plua banznasg, oaarnteﬁ iron ore. manbaneae, meaty
phospinates, timber, vegetable oilsl '

(2) sSee COM{78)22 final, paragraph 3.1). » - | b

(3} Tin, cocoa, goffee; sugor, 0live oil; i.e. not LnCJUGl“Q wheat, whioch

doas not feature on the Iﬂbegmﬂueﬁ Progra.ome



~ Of the remaining 13 commodities'dn the list; internationally’
xlnanced stocks mlght be realised fcr a few commodities (rubber, Jute,
hard fibres). Measures other than stocks requiring 1nternatlonal

finance might be agreed in respect. of some more commodities.

On the basis of this hypothésis it seems likely that, in the medium-term
future, the maximum financial needs of the Common Fund may be in the regaon

of" S 1/1% billion (including certain contrlbutlons for other measures (1))

4. Common Fund. In the meantime UNCTAD's Intefgoﬁernmental~Commitfee for
the integrated Programme (2) has invited ££e UNCTAD Secretary—Gengral to
decide oﬁ the date and'durétion of the reéumption of negotiations on the
Common Funé:'

- mip the light of his assessment of developments and prospects arising
© from prevﬁous and further consultations ;.e taldng into account the-
'proviéion made in the calendar of meetings ...".

Further éonsultationé are needed in addition to those conducted so far by the
UNCTAD S'ec::'eJi;a,r:y"---‘Gen'el?.-stl,7 sincé’these have indicatedra certain nuyber'of
difficulties which it has not so far proved possible to Yeslee, touching on
the functiéns, modes of operation, and stfﬁcture of the Fund. If the
Conference is resumed with a reasonable chance of success,-it is esséhtial

that every effort should be made to overcome these difficulties.

4.1 Against this background, the Community.should now complete the work of
which the Councils of Tth Pebruary and Tth March teok note (37'directed

" towards the establishment of a common position: it should be recalled that

.(1) This hypothesis may be compared’with the round ¥ 6 billion estimated by
the UNCTAD Secretariat for sbtocks for the 10 "key" commodities and for

measures other than stocking required for the 18 commodltles (see page 2,
footnote (1)),

(2) At its sixth session, Geneva,-IOth - 15th July, .1978.
(3) 'T/115/18 Extra 1 and R/104/78.



the Duropean Coun011 at  Bremen resolved that $he Common fund negotlatxons
- shoeuld. be followed up w1th a view- to br1ng1nn them %o a positive conclusion’ (l)
and that the Bonn Summit broadly endorsed this calla» -The Commun;tylmnst
'?herefore now define a common positlon on‘all tne outstandiné major peinxs in'

. . . . & ' .
~ a way that will offer a reasonable basis for success in negotiations.

II. THE MAJOR POINTS AT ISSUE

5.1_ The Conmission has alreaﬁy proposed a Pive-point package (2) on whieh
prellmlna.ry dlsouss:mns have been held (3) the Community muet‘now fix its
'posltlon on the main elemente - functlons, flnanClal structure, and’ management -
of the Fund, in the form of an overall package. This overall paekage‘mignt
~usefully be expressed in‘tenms of a framework-agreement'whichlwould,allow the

Pund -t0 evolve progressively over time as new ICAs,deeiding tq'associetefwithf

it are signed (4).

6 VFunctione. There is broad agreement between all negefieting»parties ‘
'that the Common Fund should fac111tate the establlshment of new ICAs partlcularly_'
those coverlng commodltles of special interest to developlng countries (5)
‘The operational fnnotlons suggested for it fall under the three heads pf
‘stdcking, measures other than etegks requiring'fiﬁence,‘ané actions outside -
IQAs. - | |

- Sthkihg:, all agree “that the Fund's maln purpose is 4o ensure the

flnanclng of 1nternat10na1 ‘buffer stocks.ﬁ

(1) Conclusions of the European Council at Bremen, 6th/7th July,_1978 - Extract"'

"Les négociations actuellement en cours au sujet. diwn Fonds commun et: de
. la conclusion de dlfferents accords de produits devront 8ire poursuivies
en vue de parvenir, a2 des résultats positifes. - Il conviendrait d*examiner
dane ce contexte la question de la stabilisation des recettes d‘exportatlnn"'

(_2)" See COM{78)22 final, Seotion II. -
(3) See 1/48/78(DIAL 3) and I/98/78(DIAL 11)
(4) see COM(77)365 final, Part VIII. ‘

(5) Text drawn from the Group B proposa] of Tth November, 1977 -
TD/IPC/CONF. L5 e
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= Other measureé: the de#eloping countries have.insisted that the
Fund should be charged with the financing, within ICAs, of measures
‘6fher than buffer stocks. ¢ ‘ '

- Extra ﬁCA me;sures, The déveloping countries have also prqposed that.
the Fhﬁd‘should - "4t the requﬁst of‘devglqping producer coﬁntfies"'—

finance emergency stocking and other measures outside ICAs. -

It is impoftant for the Community to take a clear'stand on these points,

6.1 Stocks. The Community must continue to insist that the Fund's main role

6.2

6.3

should be to facilitate the financing of internationglly financed stocks,

~ whether internationally or nationally held, in a reliable economic,

equitable and viable mammer.
Other measufes, On these the Commission would‘recall the recommendatidn
which it has made that a role for the Fund in this area should be

accepted "provided that it is carefuliy'defined with reference 4o the

" actual or likely needs of coﬁmodities a?d to thie role played by other

.agencies in meeting them" (1). Bearing in mind the definitions already

put forward by the Commission Services (2), the Fund's role should be
limited to measures, which are directed towards the objective of market

stabilisation, agreed within ICAs (see following point)

~ which enter into an appropriate form'of association (e.g. exchange of

letters) with the Common Fund.

The concept of the Fund haviﬁg a role outside ICAS should not.be accepted

for the following reasons:

- measures cannot by definition be held to répresent'the intefests
of produbers and-consumers at large unless agreed betw;eﬁ them;

- +the Common Fund should not be given & function which.wouldAcarry
with it the serious risk of overlaﬁping facil}ties already

provided or which may in the future be provided by the IIMF.

(1)
(2)

See COM(78)22 final, Paragraph 5.
See I/98/78(DIAL 11), Annex 1.
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The touchstone for Common Fund actlon aazh always be tha* it takes place:
in the coéntext of the JOlnt agreement of Hrexucers and.consumers i, |
~represeni;ng the~magor part of the trade in the commodity concerned:
$0 what exient"thisvegree@ent could'be'exp:sssed‘in less'rafher than

more formal arrangements ‘is a matter for negotisiion.

T 'Financlal structure/modes of flnanclng° Leav;vﬁ pusslble earnlngs on one

51dq four modes of financing. have been suggested by dwfferent partles to the
negotlatlons, of which only the last two apply to other measures as well as
buffer stocks:.
— cash deposits by participating ICAs;
- borrowing on internaﬁidnel markets on the basis of aﬁﬁfop;iateA
guarantees; i A ' .
.= voluntary cbntribuﬁions;‘
- assessed capital COntribstions frem Fund members.
Before examinlng these in turn, it should be underllned that the Fﬁnd's overal]
_ flnanclal obligatlons, 1nclud1ng 1ts borrow1ng, must in no clrcumstances exceed
the aggregate of the obligations undertaken by consumers>and producers within
‘ partlclpating ICAs. On the basis of the hypothe31s advanced ;n,paregraph 31
{His would indicate & ceiling of @ 1/11 b11110n, suehva figure might, hoﬁever;
well increase as fursher ICAs join. - ” | |
7 1 Flrst (buffer stocklng) w1ndow.y Here the Commlsslon believes that "ICA -
depos1ts represent the ‘best way of ensurlng the avallab{ilty of cash o
. pari passu with need (i.e. as ICAs 301n) It must, howaver, be recognlsed
"that the developing .(and some deve;oped countrles) attae? great
'impeftahce to.fhe ﬁofion;of seme'resources beisg’Subscribed'direetly'&f
tﬁe'membersAef the Fund; the_Comﬁission'takes the view thaf this demand. =~
‘can and sﬁoﬁld be accqmmoaate&rwifﬁin the'bfoad appreach already pﬁt
ferward b&‘the indusfrialised coﬁntries; Its views‘on the va}ious medes(

of financing is, therefore; as follows:
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~ ICA deposits: 33% represent a reasonable contribution to ask
ICAs to make. If the demand is pitched as high as the T5%
currently proposed, the Fund will find it hard t§ facilit?te‘
neﬁ ICAs or even to persﬁade existing'ones té join. Too low
a peré;ntage on the other hand would not provide a sufficient

" cash basis.

o -Borrowing: as long as the guarantees proQided are éufficiently
firm, there is no reason why they shopldAnot enéure a borrowing
capacity suffioieﬁt to coverftwo—thifds of total needs.
Guarantees provided by ICA:memBefé through ICAs would be likely
$o be sounder than tﬁé direct guarantees by Fund members proposed

“by the Group of.77. However an element of direct guarantees

might also be required (1).

- ~Vb1untary contributions: any such coﬁtributioné made to the first
window could be‘usgd for fhe same purposes as direot assessed .‘
contributions (see below): ut they shbulﬁ not'carry votiﬁg
rights (see paragraph 8.2). | |

~ Assessed capital contributions from Fund members; A felatively,
sﬁall elemeﬁt of direct'contribuxions could and should now be
envisaged (2). The capi’cal’résources’ g0 provided .could bq‘
utiliséd to méke loans to ICAs;for buffer stock purchases,
especiaily in_tﬁe early period of an ICA's partioipétion.- The ‘

4

interest earned (whether by loans to ICAs or other investments)

(1) see COM(78)22 final, Paragraph 4 (iii).

(2) The figure of 10% might be appropriate: on the basis of the hypothesis
given in paragraph 3 (i.e. £ 900 million to # 1.4 billion for stocking
purposes) this would mean between § 90 million and § 140 million,

© divided between all Fund member countries according to a key to be
agreed. .



might be used.to effect a small interest-rate subsidy (1) on.
loans made to ICAs provided that this can be done on'a non—

discriminatory basis.:

'7.2 'Secoﬁd window.. The financing of this’ w1ndow should be entlrely separate‘
frOm the flnanclng of the first; - its structure and modes of Operetlon |
should be defined as;followsf~

- theffund's aetivities,shouidlnorﬁally take the fqrm'of loans
(on terms\edapted to International Bank for Reeenetruetion ahd
-Development<(IBRD}/International Development_Association kIDA)
horms whiph»contribute on a oo-financing baeie %o overall '
projeet.eipenses;'

- Qontributiens should he on a veluntary beeis. The Community
' should, in principle, be prepared tb,contribute;end should be
‘prepared to make an anhouncement $0 this effect, if it-transpires ‘
that this would be a eignificant faetor in securing agreemention
an overallkCommon'and»package. o

8. Adﬁinistratiog[votes. The Pund must be structured'in a way that it will -~

+

prov1de for profe551onal competence and ensure that it does not become a

hlghly politlclsed 1nstrument controlled by one group of” countrles or by

-

countrles with no serious interest in OOmmodlty trade. The Communlty should,

therefore, now adopt the follow1ng guldellnes in thls area concernlng overall

“

structure and votlng systems. . ’
- 8 1 Overall structure. The membership of the thd should be open to:

- countries members of ICAs partlclpatlng in the flrst and/or

»

second w;ndows which should be admltted automatically;

(1) of one %o two percent.



8.2

G

=~ all other countries wishing to join which are prepared to
contribute to the Fund's assessed'capital, acéording,ts the key
to be agfeed; 4
=~ ‘the Community, as'such, béaring in mind the dispositioné already
‘made within ICAs and the importance of all commodity negotiations énd‘
institutions, in paftiéular to’the~Comhunity Common Coﬁmercial‘Policy.
Clear rules should be established within the Fund's Statﬁtgs goverﬁing the
operation of the first and‘second windows,léuaranteeing ag far as possible:
the.autoﬁaticity of the first and the ever~handedness towards it; IcA
qlients of the sécoﬁd. A tgree-tier structure should be envisagéd‘with
an‘Asgembly 6pen~to,a11 members (with relevant IFIs as observers);_with“
a relatively small Board of Governors, selected on the basis of
ﬁconstituencieé" eﬁsufing adequateAconsumer'as well as producer
representation; and with a small highlylprofessionél sfaff. An AdviSony
Council through which ICAs as such (see below) and IFIs might make their
sﬁecialist views known might also be considered.
Vofes. The voting systems appliéable to decisions affecting the firsﬁ and
second windows should - mutatis mﬁtandis<;'reflect the financial basis of .

v
each, as qualified by an element of glohal votes consistent with

established international norms.
| -~ Votes in the first window should thus_reflect the-contriﬁutiong
made by ICA§ to the Fund's ;ash reséurces and direct aséessed
) contributions finaliy agréed which should provide the basis for

>_calcu1ating the element of global votes. Voluntary contributions

(if any) should not carry voting rights.



-the Common Fund would have a

- el 0=

- Votes in the second w1ndow should be based on the voluntary
flnanclal contrlbut;ons made; the element of .global votes
allowed fo non-contfibutcry.members‘should~be compatlble with that -
agneed‘fonwthe first window -and should nét he decisives .-

Approprlate blocklng mechanlsms should be 1ntroduoed for the flrst ‘and
for 'l;he second mndow, de51gned to protect the 1n+erests of all groups
of countr1es. In-the first window this mlght uake the |
form of requlrlng slmple or quallfied maaorltles of each of the two ‘main
"colleges",CL.e. of consumer and of producer members) or of the overall
membershlp, In the second w1ndow a s1mp1e or quallfled maJorlty of the
votes of flnanclally contrlbutlng countrles would be approprlate.<v -

On the basis of the guldelines set out above (1n paragraphs 8 1 and 8.2)
a single admlnlstratlve structure to express
1ts collectlve personalljy and separate voting systems to reflect the
dlfferent structures of 1ts two operatlonal .arms (flrst and second
w1ndows) The Community as such should have the rlght to cast the votes

of its Members, where the mattera t0 be declded fall within the

Community,s competence.




