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I.  INTRODUCTION

1. During the past two decades or so, there has been a marked shift in develop-
ment strategles of the developlng,countrles Ltowards, south-south trade and

- v
f . vt

co— Operatlon.l Whlle the 1mportance of sPuth—north trade has not dlmlnlshed ;&(
is generally agreed among developlng natlons that, thEII economlc recoveryland 174,
sustalnlng growth wlll dependrlargely on 1nterchanges among the south 1tse1f iug:

ensurlng a smooth functlonlnp of multllateral paymentsland clearlng arrargements,
has come to'the’forsfront. It is generally held that clearlng and payments o
arrangements among a group of countries, represent one of the channels for
promoting monetary and financial co-operation. 1/ In fosterlng economic 1ntegra-
tion and co-operation, clearing’'and’ payments:arrangémefnts” are genera11y~v1ewed e
as economic policy instruments designed to encourage liberalization of trade and
payments among participating countries. 2/ As an aspect of f1nanc131 gox, operatlon
among African countries clearing and payments arrangements play~ an lmportant role
in promotlng intra-African trade and collective self—rellance.
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2. The Lagos ;Plan' of- Actlon fullyarecognlzed the. need: for an-Affican-payments -
arrangements and; 'each- subregion should .review:whatever’ financial'¢o-operation's 7 -
;iarrangements exist: amongnmember States, withva. v1ew“t0t1ntegrat1ng ‘them’intd one™ *
~subreg10nal multilateral:clearing- and-payments’ arrangement'notflater than* the’ end'
of 1984 "',Itmalso‘prov1ded ;that :for those subregionscwheré-institutional payments"
arrangements :did .not exist,:négotiations should be iditiated-to establlsh appropriate
clearing and.payment$ arrangements concurrently’with :the. negotiations - -on the - - i
creation: of preferential .trade.areas!andsnot .latet.‘than” the-énd-6f" 1984‘ “Further-- -
more,lfollow1ng the establishmént of:sclearing and 'payments arrangements rn“allf-'f
subreglons, ‘member- States. should'embark on- negot1at10ns for»llnklng up - -84ch arrange-
ments to- form -an African nayments un1on before'the~end of “this* decade.‘3/r R
ARSI VCRALEN IR St CICAARSIVE SN T4 R I TR FT P S  Th VYIRS
3. At the south-south level, the pnrﬁosé*of‘mﬁltilatéfalHéleariﬁgdand ﬁa?méntgif:
arrangements particularly among developlng countries is to facilitate the sgettle-
ment of :current -transactions-without using convertlble currenc1es,'except ‘for -the-
purpose -of <net . debtor's 'balancés” ‘regrstéred tin the course~of perlodlc settlements 4/
Various systems -of "settlement” of transadtidis -can beJenv1saged and payments ““';
arrangements among groups' of:developirng countries:may range‘from simple’ clearing * -
arrangements .containing only minimal ‘teclinical ‘crédit "lines to naywentsfarrangenents
omntaining ual"trade creditsinr.even overall- balanoo of payments ° sum_ﬂrt mecha=-
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1/ See also resolution 139(vi) on UNCTAD activities in the field of economic
co-operation among developing countries. e e

52/ See. Alfonso Tunostrozaand ‘Bahram’ Atefat“"The Role of Payments Arrangements
in .the : Expan31ontof Jrade/with part1cu1ar=empha51s ‘on’’ the*West African Clearlng“
Hoiigle!" ;: :-UNCTAD, ‘March 1980.:.< 7._;1 I S T DL A At

. VIR St Niami CaonsT.
3/ See Organlzatlon ‘of Arrlcan Unlty, Lagos Plan of Actlon for the Economic

Development ofifAfrica 11980-20007°0AU; ‘1981, Chapter VII ‘para, 2535+ " A"

et el eat
4/ See UNCTAD, "A review of the Plain Features of Clearing Arrangements Among
Developlng’Countrles" Doc. UNCTAD/ECDC/IZB 22 November 1982""'- Tt e
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5/UNCTAD "Economlc Co—operatlon Among Developlng Countrles ; Doc. UNCTAD/
TDR/3 (Part II), 5 October 1983,
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4. The purpose of thls paper 1s to examlne brlefly the experlence of Afrlcan a
payments ‘and clarlng arrangements w1th a v1ew to assessxng their 1mpact on _,
Afrlca“s socigl” and’ economlc development eSpec1a11y w1th1n the context of Afr1ca S,
Prxorlty Programme for Economlc _Retovery 1986- 1990 which’ env1aages lncreased '
productlon ‘of goods and' serv1ces for the Afrlcan market., The paper, w111 also“ ¥
examine the situation and prospects for payments and clearlng arrangements between
Africa and other developlng countrles. S
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II. AFRICAN SUBREGIONAL. PAYMENTS AND. CLEARING ARRANGEMENTS .7’/ 1.0t o % i w0
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5. African subreg10na1 payments and clearing arrangements are relatively new;
the oldest.of-suchiinstitutions in.Africais the West African- Clearing ‘House" -
establlshed in-1975.; ..The.establishment’ of;subreglonal cleéaring: houses inrAfriéa:r 7w
was.in response:to:a much:felt  need.and 'in. support-of the determination to:facilitate
the-expansion:of . 1ntra—subreglona1 trade .by-providing a more conveniént andi‘économic
machlnery for: thesettlement ;of;.payments amorig meimber :countriés.of-.éach: clearing

S‘house." At,present there .are;three subregional.clearing and'payments arrangements:
in Afrlca, the:West;African.(Clearing ‘House (WACH):established in 1975 with a: i~
membership of:fifteen- c0untr1es .6/;_the:Central :African Clearing House (CACH) .. '::.x:
established in 1979, with a_membership of five céntral banks 7/3 the Clearing2House™
.for;the Preferentlal.Trade Area for Eastern and .Southern -African Stdtes with<a 4% -
membershlp of flfteen\central .banks -8/. ,-In addition.there is also the-Monetary, -
Arrangement’ of the Economic Communlty of the Great Lakes Countries established in
1978.w1th .&2 membershipof .three ;central banks. 9/ i T T B .
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6.: The ObJELtIVES and functlons of clearlng and payments arrangements that have : .
:80. far been estab11shed cover..a w1de -area .of monetary and.financial co-operation™:
“in Afrlca.,‘In partlcular,,most of the obJectlves of existing icledring and. payments
arrangements 1nclude strengthening of -coroperation among central banks of the..n ~x.
part1c1pagrng countrles with ra view.to harmonizing their monetary -policies- and~

co-qrdlnatlngrecgnomlc pollc1es,.1ncrea31ng c0foperatlon_among,commerc1al‘banks,. o
and other financial institutions in the participating countries with a view toore i
encouraging an increase in intra-subregional trade; reducing the amount of monetary

reserves held for meeting subregional transaction payments; mutual acceptance of =

KR Sty T L A R I S B L N S S AR R A PR A S
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... .6/ WACH members: -Benin;: Burkina.Faso, Gambia, -Ghana, Guinea, Guinea-~Bissau,
Ivorygdoaet;;L@begia;Jiali,,Mauritania;;ﬂiger,rNigeria&:Senegalj Sierra Leore .and. -
Togo. Benin, Burkina Faso, Ivory Coast, Mali, Niger, Senegdl and Togo.'joined WACH..
through thelr Banque Centrale des Etats de 1' Afrlque de 1’ Ouest.

NI RN oL T . T DAY NS _
7/CACH members- Cameroon, Central Afrlcan Republlc, Congo, Equator1a1 Gurnea
and Zalre. . .
PR VST 5. S S PLtn L B Ll St L R v L
8/ PTA. Clearlng House members. Burundl,.pomoros, Djibouti, Ethiogpia,.Kenya,-
Lesotho, Malaw1, Maurltlus, Rwanda, Somalla Swa211and Tanzanla, Uganda, Zambla

“and Zimbabwe. STV . UL ALL 0 FERIcns s X S L - ) I

St it ey . R PR ,‘.‘ . "i"..l 1.

9/ CEPGL Monetary Arrangement members: Burundi. Rwanda and Zaire.
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national currencies_for the settlement of subreqicnal transactims,fand guarantee-
ing the cmvertibility of -national -Gurfencies into-established-units-of' acocount for
all eligible transactims that are channelled thmugh meﬁarranqmts.‘ /. -
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Ay _' Analysis “of the' objectives ‘shows that ‘sursuit’ of full nmltilateralizaticrl As

a . cammon’ characteristic ‘of the clearinq mechanisms in - West Africa, Oentral Africa -
d Eastern and ‘Southern Africa in'so far as the clraaring of eligible transactims,
the settlenemt of net balances and'the credit marging’ grantpd to and received frcm
“ the- famlities are cmcerned Each clearing and naymmts an:anga'ent requires -
that ‘the net balancés” at the end of the. transaction. raeriod be. settled inh oonvertible
currenq - The- objectives of the ‘Manetary Arrangement’ of the Eooncmic Carrmm1ty of
*the Great’ I.akes Comntries include the expansion of reciprocal “trade’ relations “and .
oartial multilateral séttlément after bilateral clearinq. 'I‘he arrmqemant is limited
+in §¢opé” ih ‘that bilateral accounts are dencminatéd in local currenciés and ho multi-
lateral ccxmsation of bilateral ba].ances takes nlace.

‘\(\d“"\" > _?"

8’“’ The attainment '8f 'the objectives is expected 0 resu.lt in the realizaticm of

- nunber ‘of’ benefits including reduction in nmetary reserves needed to meet’ sub—
reqional payments resulting fram intra-subreqa.cnal trade It would also; result in

“ reductich in foreign exchange working balances held with® banks igj_\_ﬁ]OI internaticnal
financial markets by commercial banks of the menbers of a subregional élearing*and:
nayrrmts arrangement and the possible use of those balances in trade transactions ¢
with noremembers of the arrangement.. Another tangible result is the facilitaticn .
of intra-subregional trade in goods and services, promotion ‘of the ‘use of naticnal
currencies in intra—subregimal trade transactims and the, strengthening of eccnanic

and fmancial co--Operatim among mmbers. ce e S e

vy e ey, -
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9. In additicm to the advantages oul:lined in“the nrecedinq oaragranh, there is
the benefit of limited convertibility of national currencies into agreed units of .
acoomts 11/ -This cmvertjbility derives ‘fram the, camitment by, central banks to.’
settle: net balances in convertible currencies and’ enables scm: natimal currencies .
to bé- adceptéd ‘for -intra-African transactions.” The use. of, cmvertible currencies
for the settlement of net balances results in greater confidenoe ‘and encourages
exports among subregional mambers. e e ey
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3ot 10/ c=ee Articlc. II of the Agreement Establishing the Central African- Clearinq

House ~Annesx - VI -of- the Treaty Astoblishing the Preferential TradetArea- for Eastern

.. and.Southern African States; hgreement Establislunq the We_st African Clearinqﬁousé.

i Py R ‘ "" '~"'L"' Lo TS ."‘--“‘."f"-r:-:

R ,-_ll/ For exarrples, the Wast African Clear:.ng Houso omverts naticnal currenc:Les

into the West African Unit of Account (WAUR), the PTA-Clearing Houserconverts..c s E
naticnal currencies into the Unit of Accounts of the PTA (UAPTA) and the Central
African Clearing House Ainto the Central African Unit of Account (CAUR)
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= (b) Operatims of subregiqial oayrrents and clearlng arrangemants
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10. The em:erimcn of - subreaimal clearmg houses in Alrlca nows that rren'be

. States have not given them.the necessary support. in terins of charmellmg all intra-
subreqimal trade transactions through th‘. established clea.r.mn and oaymmts :
facilities. ; The volunr\e of trade tra.nsactions anmq rrmbers that 1s channelled
through these fac:n.lltles Has been generally vexry low oa'rq'wared to total” subreolonal
trade transactlcns. For example, from!’ Iebruary 1934 to F‘ebmary 1985 the value of
:Lntra P'I'I\ trade transactlms channelled through, the ‘PTA clearmq was only 48 4
million umts of accounts of the PN (UAPTR) 12/ .- Qut., of .15, mefber ; States of the
Cleanng House only nme oountrles had used the. Clearina House. since it beqan {its

‘-”4:‘

House that the nmber oF 1tems h=mg chamelled th..euqh the .facxllty was very limited.

bz
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11. This phenamenon is true ‘even for tHe Wef‘t A:Erlcar Clearmg House which has
-been in operation, for more than.10. vearsialso, suffers from under-utilization by:
nﬂrber States. That the Sltu.atlb.l haa nct: _.Irpro\ned much’ fan, be observed frcm the
decisicn .of, the Tenth Oldmary Mésting of ‘the Exchange cmd Clearmg Carmittee of

. the’ West I‘frican Clearmg House held A lilaney ’mcer) an. 20, May 1985, at which the

-:l; i

‘.L._‘-’.\I‘ -
,_,Governorthad th:.s to sayv- T I Sk men ey oeneovpmee Fo b .u”
DIST e 4 . . s
i e “Conoerned over the Stato of c;.fldl:'S, ..hn GOVL. ors made t.he followinq
o ,,l"eoartrendatlms- T P SRR ..;_J, ety e i G g

R It would be oesn_rable £6° Ieduoe Lhe pct"rents dlsequlllbrla tﬂt}un.::,:
the clearing mechanism by vo:k_mc towards a more balanced level of

trade exomsm'l m tne subreclcn, B T T, .‘.t_.--rz;::: a0 K
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e - Tt would{also be’ mrtl’rwh.‘le to encouraqe the mqnatorles to tm' o
Ll .ﬁ",_‘ _Agrﬂeaxmt to ut:Lll.«e the ("Learmg House: xrec,hanlm for- transfers bl o
oL “to. ‘their- embassms and mte*‘r\atla\al crganlzatlms located An. the

. 'subrequ- 13/ Dt s e e
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(c) Transactians neriod

12. The transactions period is an important feature in the cperations of clearing
houses in Africa; it is the period during vhich imorters and exoorters buy and”

~t sell™ goodsy among- themselves and:varies fran _LI“"‘".I.T‘LIthn to mstltuts.on. ‘ Durmq ;this
period, itransactions™invoited in: Jocal curraicies- of” e}q:uoxtlnrr oountries are Ty
svexpressed! incthe Uhitof Pcoount: '6f: the: clediing House OF ‘drédit ‘and ‘debit’ entries
aga.inst each member central bank of tho corresponding oxportmq and :.rmortinq
rcountriess: . These’credit and debit~ “éntries 'do nert glve rJ.se e mmediate payments
except-in~cases” where a deblt em.ry resuts .1.1r1k a- ocum:y e,(ceedmg its, m‘edit l:Lmits.

Eor dresd ot f- frgx IR S A Ui
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12/ Calculated fram data provided by the FIA Clearing House in July 1985.

13/ See "The Report of the 10th Ordmaw Meeting of the Eychange and Clearing
Camittee of the West African Clearing Eousa®, Niamey, Niger, 20 May 1985.

operaticns j.n February 1984, It vids al.,o, J.enorted by the author:.tles of the Clearing
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13. I\t the end of a t.ransact:.cns Derlod“(GO days in tha” case of the DR Clearing
House) the credits are offset against debits leaving only the net debit balanoes
td be 'settled in convertible currencies.j -'It 'is'at’'this stage that'the ‘question"of
fore:n.gn emhmge momes crucnl "The j_nportance of the transactims period 1§ that
thesystemdoesnotreqm.re frequtreooursetotheuseof foreignexcharfdéby
member* central banks to settle the day-to-day trade transactions.” Tn fact‘;_t_he‘ i
lcnger the interval bétween’séttlements ‘(i.e. the lénger the transz:tcticnsr period),
‘the more éffectiVe are the operations of a clearing: facility ds"this providés an’
ou_portmity for the’ debit and credits of each participating,} barﬂ< with ‘the other‘"
n'erbers to ‘cancel’ out - as much as- possible thereby nﬂ.nilm.zing the’ net debit pa_lances
tocesettledincmvertibleca.rrrencies. 14/ R.:.,.‘,.‘.‘“,'.‘ : . ‘"'“("
D, I LT e Ny -3
13,7 The- lengthening ‘of the transactions period 1mproves ‘the’ operaticns of’ cledr-
ing hoiises :hmensely carticularly whcn account is “taken of’ t.hP fact thet subregicnal
clearing houses in Africa are not equipoed to pI‘OVidP Balance:'of naymen..s eupport
or adequate credit to their member central banks. Under existing arrangements: ‘sach
country is expected to conduct its trade with the group in such a manner that its
exports finance imports. In fact, a transactions- period:of .90 £0."120' days may be
ideal as this would permit the system to work more efficiently and to the advantage
of the merbers. - This woild also allow trad_mg countries on’ the advice of their *

tral ‘bahks to make ‘effarts to stimulate Both exports and ifports ‘in order o2
crevmt accmmlaticn of large suroluses or deficits on their accoun S R "-f'*
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(o) Unit of ’\ccount

RO TSN S S S ""_! {abr T

15. The determination of a Unit of Account has. always.béen ‘aie’of the most difficult

..aspects of a. clearing house. The use of national currencies which are mostly in-

o'mvertible to pruuote mtra—subregional“trade in goods and services Has ‘dlso been
. 3 difficult’ feature of the opetations of cléaring houses in Mfrica,” Within éach’
v clearihg house, the unit of account is dcfmed in’ terms of a cmvertible currency
“or currencies., For instance, 1:he PTA Ciea.rmg House and the Central and’ '*Iest -k
African Clea.ring Houses” adopted ‘a_ it of accomt wm.c:h is eguivalent to one Snecial
Draw:l.ng Right (SDR)- of the Intemational r-‘,brxetary Fmd 'Ihis made the transactions
aoqm.re an 'international characteristic and thereby generally acceotable. Th’é're is
also a’one-to-oné- rél. ationship between” the SDR and the tnit of Accolnt’ “which 45 T
based on the fact' that 'the“SDR' is more stable_ than any- single cmcv,traded inter-
nationally and is miversallv reoomizoi as such with a w1de1y ‘khiown -and appreciated
value. An :i.rnportant“asoeci- tc Stress is that in definjnq the’ wnits of account in
terms of-the SDR rather than addpting the SDR'as a thit "6f ‘Adecinty- the clearing
houses have given thamselves the option to vary the one-to-ane relationship should
any thing drastically affect the value of the SDR at the international level.

, - - L A M
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i4) See "Mcmeta.ry and Financial Obstacles P Trade Fbcpansim “ahd-PosSible
Irmrovermts in Payment Relaticns", study prepared for EI:CNAS in June 1979
1 {iimeg)’ - A ' L
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16.“ The adootion.of a..cammon. Unlt of Account has ba51c advantages. " Flrstly, e
besrdes bemq useful for stat:.st:.cal and accmmtmg rouruoses and- belnCI used An .
Qr;actlce as.a. means Of enforcmg the quarantee of maintenance of the’ value of the
.creditors! claJ.m,J rt also establishes firm. relatlcmshms between the natlcnal X
curremcies_.. ‘Tho, net debit balances which are exoréssed in thé Unit of Accomt :
are,paid. in convertible cﬁu‘rmc:.es. “This operation therefore nrovides. llmlted
CC!lVert.‘l.bllJ.ty of- national currencies ccncemed. Another advantaqe arismg frcm
the .use,.of, a .cammon, Unlt. of. Account is a redw:tlm in, the cost. of serv1c1ng intra—

subreqional trade.,.., Ordinarlly ocrrm:..;sims are naid to fore:.qn ba:ﬂcs in. inter,-w. .

charges cn exchancre costs. 'Ihcse Costo are often hiqh and prohibitive ,'Iherefor.-
the agreement between clearing housesand member’ central banks to deal in one
anothers. currencies enables importers and . exporters.avoid payment of. these costs;
i ~as,well.as those aris:.nq fram the. spread ‘between purchase.and.sale rates. of. the ;
cmvertj.ble currer\cz.es a.nd other charqes related to the’ ourchase anﬁ sale of,-

e

s
i ,foreiqn ex:change. A ".;f-'.* P A R TR AU I N RE S SO L I SR LT
BT reien oy o O P S A ST Siag S I SPL I S
A (E). The value' ef transactlms LA e e e

AT i . T A o
1':'.‘r mnuick survey of the funct:u:nmq of the i‘frlcan subreclcnal D«:-tyrmt and.
clearmqrarranqenents ishows that a cammon . factor is the 1gw volume, of trans—'.’,
actions being; _qhannelled throuqh them, -Part of this low volume:can be emla:.ned
by two samevhat distinct but related factors, These are: (i) the el:.qiblllty,
and (ii) the credit limits. These are briefly examined below.. - . o e,

}

-+ VY¥ie s ~T(i) Eliqible transactions - ..l,_ . _’..ﬂ‘. . N

ToliTia 1 P . B P L;'“F' el .:.L
""I r'f";‘-rr| AT
The ooncenrt of ellqible transactlons 15 ' an. essentlal asnect of Davments and

clearmq arrmgemants and sn.mnly refers to. an aqreed 1ist of. qoor]s and serv1ces
wh:.ch Jnay be, transacted by the oayrmts and clearmg house. . This’ may be deterru.ned
in the I\greamt ,stabla.shmq the clear:.nq house! or rray be defmed later throuqh a.
Drotocol By deFinltlon, therefore, sans gocds mav be transacted outs:.de the ,1‘-1-
arrangermts. For instance m the case.of the ‘PTA Clearmq House, ellgible transac-
. tena” refersitolall. nrmetarv and financial, transactlms between,the nerrber States
relatmq to. trade in all qoocls and servlces .affected by, the ‘provisions. of theﬁ A
Treaty",. lSA,'IheNagreanent establlshmg the. West Afrlcan Clearmg Houso says. that
geliqible vtransactlons are nayn‘e.nts relatmq to. "current account transact:.cns" and
such ,other trmsactlcnq agreed uzoon bv the, Exchanqe and Clearmq Ccmm.ttee of the
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15/ See Article 1 of Annex VI: "Protocol on Clearing and Pavments Arrangements”
of the Treaty for the Establishment of the Preferential Trade Area for Eastern _.and
Southern African. States, 21. December»l%l ~
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16/ Qee Artlcle VI of the i\rt.;.cles of Acrrcm\ent of the West I‘.fr:.can Clearing
House,
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18. In general, cbjectives, of clearing houses.aim at.covering both currentc and-y

capital-balanée of ‘payments transactions but®in practloe the mamber countries

impose some restrictions on ellgibllity for,a number . of -reasans. ,-Same feel that

oertam camlodz.tles are’ of great 1mnortance to thez_r economJ.es .in the sense t.hc.t

they fotch the mach ‘nesded’ forelqn exchange If4 such c(mrtﬂitles are channelled

through the clearmg house, foreiqn exclrtanqe earninds. are. lost they ccntend.[ There

is therefore no’ miform:.tv among ‘the different subreqimal clearmg houses., for

) deteminmg the eliglbilltv of transactmns 'I‘he absemce of any clearly defmed

- -‘criteria for detennmmg ellglblllty of transact_ions has criven rise; to oroblems :Ln
80" far *as” the orivate “and ‘public” 'Sactors of the' partlcmatmq countr:.es are free o

use or not to use clearmg facilities.

opedl N chE oG8

L

(11) Credit L.units L T e mi e cier
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19, Like the eligibllltv crite.rla, credit plays an, mﬁortrmt oart m deten*ﬂninq;ﬂ'e
“volume Of"transactlmsFm a clearmg house as was pginted earlier, dmmqru.y,: .
transactions period; no_ actual pe\ments are made for jmports, _ach clearinq house,
"setsilmuts 45 to the accumulation of debts and the grant:l.ng of credits..-- fI‘he R
purpose of credit And debit Timité or "interim finance" as it is. scmetm\es called
is to avoid frequent settlement payments among central bank mémbérs of a clearlna
house wha.‘ch would natu:r:allv requ:.re the use. <3f more foreign exchange... s. . ¢
R e B s i Py 4 e Vi ,‘ " e
‘?0 | The ‘credit ‘lJ.mits also differ frcm house to house.,, F‘or thc Cmtral Africanﬁlr
Clearing House, “thelevel of mterm credit to be “receiverd. by part101pant As:
limited ‘t6 de~sixth of the” armual value, of imports olus ..xloorts recorded sithethe
other partngrs, and-limit - of ‘éredit granted By, each central ‘bank to the -greup is 4
~ limited to enc-fifth-of' the ccmb:.ned value of . J.mnorts .and exparts. 17/ - Itgis:also
-reported that the, ‘West Afrlcan Clearmq House began operaticns by apclying a -+ similar
creterion for . 3dit and-debit limits, 18/ In the PTA Clearing House, the net debit
and credit limits of GdCh contral bank durmg a transactions perlod are. fixed: at or
20 pex” cent of: the' aver:xqe of its, annual e}c::ortsjin ,goods axd servm.ces£ w:Lthm thef
Preferential Trade I\re_a_ durmg the prev:.ousithree years. “for.net .debit lmts whiley
the net cred_rt lJ.mJ.ts are at 25 ner cent of the average of such t de 19/ sl

e
s St TR B Ftw Py SEa-1)

21l. There is alsn same flexibility in" the anpllcatlcn of these limits, for instance,
each partner may voluntarily increase the limit of credit that it extends to another
partner. If, however, a central bank marber exceeds its prescribed debit line, the
clearing house is exvected to request it to make irmediate navment of the amount in
excess of its prescribed deb:.t limits to the creditor banks concerned 50 a,,\ o Terain

within the amrcved limits. R B B ST fo 28y Tﬂ;_} : T.. on
e, T oo e iae o T A AT 1OSeT L EE ORI T T T LN AN ot R Wit
R ) : S P T Rt B T
Y e S AR B y
- [y PAUT B Wik Pt r.f.""i A, EoriaT
R /% Seo "A Review of the Mam Featur of Clearinq Arranqmts of-Developing,
) Comtries" []NCI‘AD/ECDC/lZB 22 chanber 1982, W e mee i At Dos ambdenlloo
- - g -“‘ o o Rerec s o "_ﬁ-‘ W _fj':;,'\ S TATTRNT eT "*Q_{_‘
18/ Ibid . oot e R L R e RN P v Tperr oy [T LU Y T a4 ,.!.,j.-_)

. ey e BSOS IR '.“._’r"i v L) I R < - . 4.,.-\—

19/ See “Report of the Third Mecting of the PTA Council of Ministers®,
PTA/CM/TI1/2, 16-18 Decenber 1983,
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111 HIMI;:A‘.’[‘ION OF AFRIC‘AN SUBREY‘ICNAL CI.EE\R]NG AM) PAIMENTS ARRAN(EI‘&EN‘I‘S -.~:.~;;.

220" The- estab11th of clearm':l and payxrents arranqe"rmt.., at 'che snbreg_onal
level in Africa, Has: varcvn.ded the necessary breakthrough in ‘addressing the proble.
of subreqlcnal trade. chever, this has been confined anly to. member States., -lhe
““troblem Stil.l- arises in settling. transactlcns with other subreqlons Therefore,
the Lagos Plan of Actlon trged. membor c;tat)es to anhark an. negotiations on lJ.nkmg
~ up such, ﬁ.rrangenmts to’ form an’ hfrican Payments Union before, the end of this decade.
. "The next “imjcrtint step is thercfore the agreement on the ITDdallty to achieve. such
" co~ordination and’ harmonization. b e peeae e oame e

23, The idea of linking up payments arrangements has widely been.endorsed and
what is important now is how these linkages should be made and what should be the
. .new. structure of relationship. In the preceding sections it.was pointed out . that,
“ehe’ obération of African’ subreglcnal clearing housés has, been limited and continues
to be plagued by a; nunoer of . serinus_technical’ problens .and: ‘operational-bottle- .-
necks. 20/~ ‘I‘herefore, an eqsent:.al aspect of this hamnization is that - cm51dera-
tion _Should be given to strenqthenm the eXJ.st.ma clearing houses as a matter CE~
t!}i hJ.ghest 'ariorlty ;
24, One of the pmblems to be enoomtered in the hambmzaticm of activit:.es of
subregional clearing houses will be the asplicaticn’ of "eligibility" : of.transacticns,
and- the problans arising out of frequent settlements. This requirament, generally -,
limits’ the volume~of transactlcns to be channelled through the clearing houses, »;i ¢
Canseguently “in” lm]ung up subregmnal cluarmq hcuses,. there is-need-to-address: -
the -prablam w1th a ¥iew to J_ntroducmq more flex:.blllty in ‘definiticn and. aDpllCntif"l
of:elifjible transact:."ns so as to’ encrrrrﬁss & wider rarce ofqoods .and sexvices: -which
Z »have the o')tmtlal nf be,nq tradpd mg me’rbers of the clmmg houses ,-_'J:.:
S S -
25,77 4 related nrablem that also needs to be carcfully exam.med is the detemunatim
and a;mlicatlrm of cred:.t and deblt lmes or lmu.ts letters of credit,: J.nteer e
finince, transactlr:ns and’ settlem:mt pericds. “Cne. view, of the different approaches
t~ these -elements is the need to analyse them with ‘a view to hamomzx_r-c; them

£ "‘“:"‘ oty ?-‘.F"‘-: L -' ooe e A
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20/ The r=sta}:)lishma'1t of same foxn of oollaborat:.m at recricnal A
regional levels has been the subject of discussicn at a number of fora. For axarple,
the group of 77 is in the forefront of all organizations in searching for ways.and.
means of facilltatlng llnkeqes amng. clearing and payments arrangements , of dlfferent
regions T OnE of ‘the Yocdmmendations :.ncltx‘ied in the Arusha’ Programme.of Actigh.for:
collective self-reliance was the linking’ un of regicnal clearing and payments arrange—
ments. See UNCIAD Reports of the third and fourth meetings of the corardination
thee on multilateral payments arranqanents anmg develonlnq countries, 1980 and

o .\.\.; eaed IR -‘-"-"'-_";‘.j s e ‘_.r.
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26. The establishment of a regicnal-clearing-and. oayrrents} arranqatmt is indeed
vary camplex requiring a high degree of perception by the polj cy-makers . Therefare,
(it muld be r:ruient o mvisage ~1ts establ:.slment through stages as indicated below

m:“ dorplE ST T ' S i h e it e
e {E), Stacre{- Hammizatim ‘of” Rules‘and Pn:cedur - ,, Pt

LT e R,
-..fl - N !.

n : A — Tl
e S SR AP SRR

7 Atte!mts shou]dbenadetoharrmize therules andcrooedures oftheexistinq
subreqicnal clearing rand ;payments: afrangémants 'I‘here*should also bkea systematic
and reqular exchange .of infoimation by 'ths- clearinq houses ‘Ihis should apoly ‘more
Darticularly to the, detem\inatim of. transactions - oeriods, settlementJ?eriods, credit
.and. debit limits, interim-finance arrangements; -eligible ‘transactions, methods of .
‘payments, . Tules qoveming the role.of camerciadl banks and nublic/nrivate enterprises
differ. frcm one. subregional "clearing house to- another Efforrts should be intensified
- increase visits bviheads of the clearing’ housest as well as ‘officials” at; other

levelstootlmrsubregionalpaymentsazﬁclearinohouses inOrdertolearnonthe
‘”soot the operations of these cléaring houses:! There should also be regular neetincs

of all clearing houses to exchange views and mfonnatim .on _how best the, activities
¢an..be -harmonized .~ -This stage "should take 2<3 years to' acocm:nlish. -

(_i_i)! StageaII, : Expanswn of Contractual Cblicraticns between Subregicns

S moiel RET R .

we gt ‘j’lil. r; ¥
. ,«.,-‘ - ,q.'!l

28, The secmd staqe WthhFCXJuld stretchtover g -pericd’ of’ 3—5 years, should involve
emanded contractual abligations ‘between two or!icfe payments and clearing ‘wuses
(e g.. between the -PTA-clearing -housé ‘and- the” EACH' etc*) Durinq this stage,,.; ode
thorrmgh analysis should be-made about (the 16Vl of inter-subregimal trade and how
this should, be pramoted. . -2n -agrecment woiild:be" reached between the"two subregiorml
e earinq arrancremsmts which- would ‘nrovide'. fér rredmaniﬁhs to facilitate not only the
reporting and reoording -of trade transactiong; bBut more- :erortantly the settlemant
,of ‘stich transactims .based - ‘on agreed . period “and. ‘the final’ vayments 'of net: debit .
%" Balances in acceptable currencies to the creditor clearing house follawing the national
practice. The arrangements would be similar to those at_the subregicnal level
although the rules:and regulations: governing ’inter-subregimal clearing and pavments
arrangements would berdifferent. in:so. far- as tHigWwould involte the settlement of
balances between the clearing houses themselves, In, other _words, interhsubreqimal
trade would be-conducted :through:cach qubregicnal na;ments and clearing house. In
this way,” it would. be possiblefor:traders in¥“say; West Africa 't éondiict normal
business with their countermarts in, say, Eastern and qouthem Africa without rec_[uir-

ing huge amozmts of comrertible curremcies. L e e
o P Ceepo ot aest Y T :‘-""' ‘ T S
I‘ S By 1 D B v LY
I \(iii),.. qtage TII« - Multiple Merbership st TE ; el
- ru.“"““ [ A Jnt
P e Eavil P T v _,‘.._. - 5
PR RS [

29, If- the seoond stage is quccessfully i:mlemented this would easily lead into
the third stage, namely, that of multiple nerbershio. This implies that any. given
Central Bank can became a marber of mrre than cne subreﬁir‘nal clearino house.. Such
a. process could: take: between{5~7 years. . Tha’ muediate obvmus cases; would be those
countries ‘belonging. to more; thanvone. subregim (&€2g."Rwanda ‘and’ Burundi or.Zaire)..
Hmever, any éoimtry should have the liberty to belong to more than one clearing
house if its trade warrants such dual or multiple membership. The existing agree-
ments establishing the subregional payments and clearing houses would have to be
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- (#V),... Stage. IV:.,- The- African: Dayﬂmt -Union: « R e
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30 The! stage of mqltmle -mambership: wou.ld not only ‘Have dntroducsd the'nséd for
qreater polJ.cy ‘co~ordination } by the sdbroglorml payments and clearing arrangements
but would have laid .firm . foundations.for-the; establishment”of “an. African Payments
Union. Such a process-of- mteqratinq the™ subreglonal clearmq houses should last
for 7“10 years. At this stage, reach-African-contry would have: beoome a-n'lember
of ou;e or more subregimal clearing ‘houses ., The.ostablishmenti"of { thé Afri Paynents
Uhlon would 1mply either, Of. two, .alternatives:, » The: first alternative would” Be .
e dissolve a1l existing subreqmmal_ Clearing:-arrangeméntsrintd ane' reqion'éf A) 1' arige..
;! lll-._.nr_-n_ - The secHid-alternative wotld e £65 retainithe subregichal’cledring:Houses
es'bra.nches of “the"African;Paviménts’ Unidis “This would ensure “the ‘autonomy of the
D ’emsti.ng clearing houses at ‘thesubregionali level, ' Tha decisits ai’ which ooti ;
= take would depend upon the. intra-African trade and ‘econémic oo-oneratim envirom
mznt that will qrevul at.the time... It. isy: -however;pogsiblesto” envisage plxe'crea—
ticn of the Afrlcan Peyrmnts nion by the, yeari2000; . i st e
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31.. Reoent Shifts in . the financial- endqeoommlc situations’of. develming countries
calls:for a-ric set-of intar< reqional ‘trade rélations between Africa and other
regions.  As trade between:.dgveloping-countries expands’y the problens ‘of paymmts
41l odme to the forefrent .in much-the- same_way-as-thdse ‘dtthe SUbregional and”’
regimal. 1ove15. Cmsefmently, necham.sms will-haveito. be~fomd to énsiure, avail;
ability‘o’f oaynmts and clearing, arrangements«to suonort! such (trade, "‘Thare 15 "
rx:meyeg, a ccmeral oonsensus {of the need-to articulate! this’ oroblem further _
msteni‘or's; Coﬂrdmatlm Corm.ltte., on Multilateral:: Paymcnts Arranganents and Mmetary
O operatim Whl(‘.h WS, omvened by « UNCTAD»agresd: that & r’a:aqm-iticI anoroadl should
prevail in omsﬁering the, subject, and ; that -due regaid should be given to the follotr-

" B T B T Sl St L LT ) i
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e .’»(i) It,yras‘essentaal 0. preserve the unenend.cnoe and -au namy of " ¢t
T reid ;ndi‘ViatJal clearing arranqarnnts nwolved :in ang® lnﬂ«:.?geeﬂ e
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s m'( i) In any attanpt to 1dent1f}q poss:.bleﬂlinks:vuexlstmg or potent al‘” -
AT mea:ungful trade flows should be. taken -ifto ladcourit s and 5T Ti A A

ahee vt f. b
Mt talh] ‘,,_,f, bl Lol I j_,‘ Lo

A Y R T S RS SV (e 1\ B Fati e

TUAY) T EEFGTeS dired at setting wo any klnd .of 7links should BS' develoded 'in
a gradual and selective manner so that pragmatic ways and means, could
be explained, as it had been: ;the -exparience’ of ' various. clearinq arrange-

ments that 'mendments becane neoessa.ry once operatlms beqan"
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32. .Fram the present stage of consultations reached, it does not aopear that . the
t1me is omortme for the cstabli.,rm,nt of an mternatlcnal paymcnts arrangement
concluded thatv - the* 1f'iea of establishing a qlohal naynents arrancrcmnt ‘among
dewlopmq countries was too ambitious at’ present, although’ thc morits. of the
schére “were recognized 22/ F‘or this" reasm, it would be frun.tful for. individual _
develoninq countries’ belcmm.ng to an exlstmg oaynmt arramemsmt to ccnsider
beccm.nq a m:—trrbcr of more thanone clearmq arrangemerit, - ua.mlarly,, the linking
un"of "two or'moré-clearing arrangemeénts ‘would not necessanly require the altera-
tion of the basic internal features of any arrangement. In other words, it is
possible to achieve a cortain degrec of co-operation between payments house ,:Lnf
more tHan' one reg:.on mtlnut giving o regional autmcmy "In Jthat, case, ‘only a
new set-of-ruleés and’ ‘requlations mlght anply to the external relatlons camong the
cleari.nq arranqatents concerned and not the transactlcns w:.th:.n each arrangment
V ' ?{EPHIRESTE‘(R ENHANCIN‘" THE CCX\II’RIBUI‘ION OF PTW“HQ'I“% PM) CI.E‘ARDT
-ARRANGEJ\rMG 'Tmmns Ecmcmf‘ DEVF.UJE’-’!}TI' N “_”:','L_' e

romed i'-—ri‘

33 b '”"It.he oreceedmg sections, ‘it is DO“Slbl"‘ to draw’ up a- nmbcr of l.pollcv
measures to strengthen the role of African subragional rayments and ‘cleating
arranqenents tovmrds social and acmcm._lc develomment.. I major problem that has
arranqemnt =It is ev1dent that - th.l.; is- the result’ of factors such ‘as. the short
transactions. perlods, inddéqudcy 6f ‘debit and credit’liness inadecuacy of. ‘methods
of effecting payments, insufficient participation in the operations of clearmc
houses by cammercial banks and wrivate traders, restrictiveness of the .concept. .of
eligible-transactians and ‘the failuré- of-most gcverrments to use thmr nolj.tlcal
power to encourage or -persudde traders and their “financial agents‘to utilize the
clearmg houses. |

Cepe T gz e . . '.-‘.A.- L™
34, Subreq:.anal clearing and nay!mnts arranganents nlay a’ vital rol.— in enhancmq
African econanic develomment and econamic-integration. “There 'is therefore a
strang case for dlrectmg more efforts towards strengthening the existing clearing
and' payments arranganents- by €liminating the’ identlfled bottlenecks to the smooth
functicm.nq of -these - Facilltleu. ‘¥hile short-run’bénefits may not always be clear
to mamber -States, there is' a strong drgumént that durlnq the next 10-15  years, the
benefits,derived from improved overations’ of mdlvidual suhreglmal clear:l.nq and
payments arrangements would far much outweigh-thé shortormin
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35. To the extent that the volume of intra~subregiaonal trade transactichs channelled
through subregional clearing houses is adversely affected by conceptual and opera-
tional bottlenecks.which’are identifiable, remedjal measures need, to be' taken with,, .
a view to-facilitating an"increase in ‘thé volume' of transactions channelled throuqh -

. e -lc’

~the. subreqlonal clearmg houses. Armq such n‘easm'es are,, R T
[T A A A ﬂ T U
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22/ See the Report of the Fourth’ Meetmg of the Co—ord:mat:.m Ccrmittea o
Payments- Arrangements-Amond ' Developing ‘Countriesy'Ibid,~ " ¢ TR S =
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f(i) ' Each dovernment whxch is a SLgnatorv to the nayments aqreenmt should
' mtens:.fy its efforts to encourage the business ocm'mmlty to.channel its
mtra-subreqlmal trade transactions through the clearing houses As- a. .,
‘ means Of preserving. fore:.gn exchange,, the gmrenurents should consider\ ey
. qiving directives requiring all intra-subfedichal trade. transactlons to -
§ ' “Be’ channelled’ through clearing houses. . This should, where necessary,: s
_ be sumorted by lagislatiaons that foreign excha.nge would be available.,-
" for :i.ntra—sub*'eglonal trade if- such transactlons were .channelled thmurgh

-

*aclearmghouse.: . e R TR PR A
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(i1), 'Edch subredicnal clear:mc: house shoula review and ‘Gefine critéria. for o
) ,' detenn:lninq the apnrqanatenevs "of, the ru_es, and requlations governing - -
o theu: operat:.ms ~_For exmple, ‘ocensideration, should be given to.lengthen=
77" ’ing the transactions periods in each dlearing to 120 days: the definiticn
of eligibility needs to be broadened.with .a view to: enbracing; in the list.-
as many subtéqionally tradable products as noqs:.ble; -and, debit -and credit
limits should be reviewed at regular intervals with a view to adwstmq
. thom in line with the volume of Lrade -transactions channelled through the
clearincr hOuS&.S, I T, e s St ~--r‘ S PR
(jij.j) 'I‘rade and forelgn exchange control regulat:.ms such a., jmoort llcence £
f_,'_' cJ'hould be substantlall Y relaxed and/or removad altoaether in respect-of i
mtra—subraglmal trado transactlms S0 -as to fac1litate J.ncreased t.rade‘* '

t . . [ LI P - -
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. PRI
(iv) Governrrmts should consuier the utlll?atlcm of financ:.al acrc—mts or I
e oorresoondmt banko in .cach country to facilitate trade; -~ .ic v v

Tl

i ~ e

(v) Consideration should be given to the introduction and use of subrealonal
. .. travellers cheques based on the subregion's.unit of account ‘with-a:View . -’.
1 ) to facilltat.mq ‘.mtr'a—subreglr‘nal bu.-.mﬁs Aravels.o . - ates e
N(_\{_i), Efforts should be, madc* to mtensﬁy thc exchanqe of mfonnatlm. ‘To thls
" end, ‘brochures should be prepared- on the operations of the: clearing-houses’
' to be w1dely distributed to all agents involved in intra-subregional. trade’,
In addltion, seminars, workshops and mmotable 'for bankers and business-
* ‘bperators should be, held ‘regularly. R LA
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36._, The' experience of Afrlcan subreglcnal mymem_s and cl@ar].ng ‘arrangements has

not’ been lonq enough to enable a fill Aassessment of their, role in socio=ecoiicmic'
devélopmént.'* The situation is.even less clear with regards to inter-rogional -payments
and clearing arrangements 1.z, betweén Africa and other developing regicns. There

can be no doubt about the momber States political support and commitment to subregional
clearing and payments arrangements. This has been demonstrated only in terms-of- annual
subscriptions which are used to meet the- -operating costs. of-the Clearing Hou.:es.
However, while this support is ch. cical it cannot insitselfguarantee the suctess of
of the arrangements.
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37. There is a nunber of policy proposals that African governments need to take
in order to enhance the contribution of payments and clearing arrangements to the
econanic growth of the countries concerned. Here only a few are listed:

{a) Governments need to encourage and persuade the parastatal organizations,
orivate enterprises and agencies as well as cammercial banks to channel their trans-
actions through the clearing facilities which they have created.

(b} The small volume of trade transactions channelled through Clearing Houses
by members is partly explained by the inadequacy of foreign exchange for intra-
African trade. 2An important aspect of these clearing facilities is that an alloca-
tion of foreign exchange for intra-subregicnal trade enables importers to abtain the
goods with the understanding that at the end of a given transaction pericd, the
amount of foreign exchange to be actually paid out by the central bank would be
available. Similarly for net exporters, they are guaranteed that they would receive
foreign exchange net of imports fram the subregion.

In oonclusion, it is important to stress that the functioning of the payments and
clearing houses should be linked to actual production of goods and services for
intra-subregional trade. It is expected that with the implementation of Africa'’s
priority programme for econamic recovery 1986-193%0, more goods and services will ‘
be available for the subregional markets. Therefore, it is essential that rolicy refoms
must be introduced to restructure production and distribution to promote intra-
African trade. At the same time, customs, rules, requlations governing intra-African
trade should he modified to suit new situations. Alongside these measures, the
attitudes of consumers towards Africa~-made goods need to be changed by swecial
policies and campaigns. A clearing house without goods and services to clear is
more harmmful to the morale of the nations ooncerned than without it.






