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T, INTRODYCTION

“.cleo Dsring recent. yearsy -economic, ‘trends in most indepemdert African |
. developing countries have revealed The existence of a multifaceted origis
* of development. This erisis reflects the impact af the serious ecsnomie '
imbalance between the developed and the developing countries, internatianrgl
monetary disorder; economic crisis, the stationary level of sffiecial.
developient assistarce, the growing hurden of public debt and. various- = - ..
other factors. Many Africen couwritries have found themselves faced with <
Dajor ‘economic. events in recent ¥imes,including the quadripling nf oil .
Prices; inflationary. pressures, the rise of'épmmodity:priceé; the sh5ﬁ$~'_
age of food products-and: the depreciaiion of reserves! -Those who relied )
%0 a large extent on imports were serimwsly hit, and recerded substantial
- balance-«wf-payments deficits.

2. A number of Afriomn countries feature: among the: law—income.cnuntries.
They are:theracterized by pbvefty'and'an-unfamnurable;gxpaft'sﬁrﬁc%ﬁég‘
Some have benefitted from the leap in prices of ‘commodity expsrts,” and have
thus emjoyed e considerable influx of capital; but many of them have been
Pessed by in this economic expansion or exposed +n disasters. Thelr
development programmes have been jeopardized, and their eransmic grewth
rates affected. e o

3. The Ammual -GIP- growth rate in Africa in 1973 was ounly 4.7 per cént,
against 5.6 per cent .in 1972 — a deceleration ef 1.9 percentage paints. .. .
This rate was lower Fhan'the average for developing ceuntries as a whale,

. and also lower than all the rates in the various regions Afithé'wnfldzzj”‘
including South. Asiae. -In additiorn, the annual GDP growth rate per capita
was 2.0 per cent, against 2.9 per cert, and was also well belew the average
for all developing countries and the average for the varlous:regions of the"
World. e T PR

4. Table 1 indicates the annual fotal and per capita GDP grewth rates
of the various regions-of,the«world,-in-constant-priéés.“"””j o

Téﬁle‘1{

@Bfalrénd perdoépita annual_GDP:growth rates_in the . varicus
 regious of the world, ir constant prices =

—

1970 . 19T . 1972 N 1973 2/

Tetal per capita Total per capita Todal Der capite Tetal Per
E L : K e oo s capita T
Developing . - _ - — ———— e
countries . 67 . 4.0 55 3.1 5.4 248 T.8 4.8
Africa 863 . 5.6 3.5 1.0 5.6 249 409 20
Southern Europe 6.1 4.6 6.2. . 46 T.7 6ol TaT 6.0
Bast fgia Te5 4.9 CTe5 4.7 546. 3602 3101 8’3'.
Middle Bast - S TeY - 4.6 112 1.9 9.2 6Q3_ 10.0 - 6.8
South Asia. 4B 22 100 R S5 8 s e
Western Hemisphere 6.8 3.8 6.3 3.3 6.8 38U 7.0 4.0
Industrislized = = - | I SRTEVI s IR
countries . . . 2.7 1.7 343 Y N T LR R Y AL B3
Source: Annual Report 1974 [Washingten, International Bank for Reconstructien and
a/ Pre1iBTNSEoPIEEt)c | | --

+B. Some differences may be found between the figures felating‘tozAfriﬁﬁ,draﬁn'ﬁ§ ?j %:

the ECA Statistics Division and those prepared by the Warld Bank.

P - b -
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5. Balanceeof-peymentegdlfficultleemhave alsomepreadﬁand“wonaenedcln many;Afrlcan

commtries,. - detall “res ults. for . 1973, compared w1th those of 1972, clearly reflect e
u___zhenlmpact of.these dlfflcultles )

L BRI
'\m L e

6, Table 2 recapublctcu the main daca relatlng to the balance of payments of

African developlng countrxes (other than the, maln oll,producers) for . the perlod“
1871-1973 in’ thouoand mllllons dollars The overall balante of payments - of these
countries underwent con31derab1e varlatlon, and- narkedly deterlorated falllng“”
fromUS $0 3 thousand m1lllon in. 1972 to $0.9-thousand million” in’ 1973, thereby .
reflecting. thc worsening of the current and capital account balances._“ff'lqﬁis'ﬁ

Table 2' Summary of the balance of payments of African developlng countries
“{othei "thad the ms iin oil producers - Algerle, nger;a and leyan
- Araﬁ Republlc) 1971~ -1973 : : S ‘ L

1971 1972 1973

Balance on trade f;m?" o hc:“l :;_. _.rdﬂA ‘Hf_:0;1 0.4
Balance on serv1ces and prlvate_uh_ e : ; S
transfersrgr e 1,3 1_4 SERRAN: N 3
Balance ot current acconnt . 7Y A 0 S SRR
Capltal account; balanhce A S 1.4 0.8

Allocation of SDRs - 0.1 -
0.3 . .-0:9

Overzli balance L C ‘ L :'Oz?zw.

3

Sonrce: Annual Report 1974 (Washlngton, Internetlonal Monetary Fund, 19?4)

Note: sThe balance on frade’ for 1973 hae been corrected ot the bas1s ' T

of the data provided-in' Internatlonal Financial Sta£1°L]CS,
. Vol, XRVIII, No..6.(June 1975}, --The -balance on current account
and the over-all_balance“heve,been corrected_accordinglv.

7. Prospects for 'the balance o‘ payments of Afrlcan developlng countries other. e
than the main--oil exporters are gloomy, and give grounds for anticipating a worsen—i i
ing both of-the balance on current account and of the overall balance. leflcultles
with- the trade balance and thée general defltlt on current account in most of these
countries econstitute a fundamental and almost permancnt ‘characteristic of thelrju: .
balarice of payments.; Improvements in ‘some casea in the surplus on the overall pay- - =
ments balance results entirely from a rise in net 1nflows of capital, which also "
offeets the sometlmes continuous deterloratlon in tne balance on trade ‘and’on’ -
current account . The balance-of-payments position of most African countries ref-"
lects systematic efforts to accelerate the rate of | soclo- conomic development and
reducd’ ‘EHe ghronic - shortage of: domestic regources to meet flnanclng eqdlrements
Inflows of external capital and a1d are necessary to ensure the formatlon of:- meed
capltal . For that reason one of ‘the. countries’ maln objectives remains. that of "
seeklng 1nputs of external. resources ‘to remedy the inbalance of their payments,




- the imcredse was .imsignificant,? In 1974 the total reserves. had reached SDR 11 6&
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‘8 The,developmentrof theerotalreniernarlpnel reseyves ofiLhe: developlng“ﬁfrlcan

connrr1e§331nce the beginning of 1974 has bean lmpr3551ve Between 19?2 and 1973,

thousand million ageinst 5.8 thousand willion in 1973 - an increase of- 100—per centi
A Sllght slowing down occurred at the beglnnlng of 1975; .the sums accumuleted at the_;q
end of the flrSt quarter of thlS ‘year were. SDR 10 6 thousand mllllon, e fall of 10

per cent ‘oyer the end of 1974 TR L SRS SO

9. This trend is due in partlcular to the movement of prlces, whlch;_as swelled

" thex Teserves af” the"rlncipel oil exporters (Algerla leyan Arab Republlc and

: 'f~these three countrles alone 11 the tot31 reserves of the
Afrlcan developlng ‘cotinitries. was 56 per cent ln 1973 77 per cent rn 1974 and 80
per ¢ent in thé" Fivst quérter of 1975, Leaving aside the flgures relatlng to thOSe
countries, the growth in international reserves in African countriés between 1973

 and 1974 was only 5 per cent, from SDR 2,6 thousand million to 2,7 thousand mullzon,,tj
while the fall-back recorded at the end of the first quarter of 1915 compared with :
the end of 1974 was ‘9 per uent These countrles had 1nternet10na1 reserves totalllng
SDR.2; 5 thousand m1111on o : 8 ; e : i

Table 3: kInternetionel*reserves_of African countries (figuree'inzmillrone)'ﬁ_ur T

e wm s s
' it U U : st quarter

., SDRs 5. 8DRs . .§ .. SDRs -:._$_ J?§DRS-_‘ $._

Afrlcen developlng P O S S
cowntries . .. . 5643 6127 5766 .6 956 . 11 612 ...14:217 . 10 606, :13 225

Afrieen;develon{né:u='
countries other than
Algeria, leyan Arab

Republlc and ngerla' 32-TeOf:?S.SQZ'ﬁ,éT56£ﬁ“f3£¢§5 elhf%lz. 3060

RLIE BRI

Source: . Intdrnational Financial Statistics, Vol. KXVIIT, No. €
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Ii. FINANCIAL RESOURCES

10. The general: survey: oft the condifions for growth.in African developing.countries i
other than the main oil.exporters showed that such countries face serious problems i ::
in reallzlng chel; development and the meerailve nheed to resort to the aid of ex;
ternal flnanolel flowso o

IR T

11.  'The Tatiest -economic’ ‘reports on world’ growth ‘trends have “focussed ox stagnanf;
leveldiof official -devel opment a531stence, the mountitig ‘débt burden of third world®
countries and growing disparities of progress. During the- ten—year pericd from 1963 7«
to 1973; DAC countries increased their national product by about two thirds in real
terms, ‘which .means that the real-income of each citizen of the DAC countries had;
increased:- by almost b0 per cent above 1963 levels in 1973. But during -this ten—year
perlodg the real value of offlolal development a331stance from DAC memher countrles fellv
economic” aséistanoe per person represented a volume of real resourcee that was 30 per

cent 1ower ﬁhan a decade ago 1/ : : '

The . volume of ald EUEE SRR I SRS ERCIREy PP Srh

12, Recent ‘indicators ‘on the trahsfer of resoursss for development ardy therefore,
not:’ propltlous.u ‘They show that 'so far in the present decade, thé volume of "exterual:
official aid has been stagnant. A% no time during this period has it:kept pace with:
the growih of national product in the wealthy nations. It may be recalled that the
United Nations (encral Assembly, whioch,.in October 1970, proclaimed the second
Development Decade and adopted the” TInternaiional” Development Strategy a& a plan of
action anticipated that the Strategy would be implemented through an effort of co—

~.-operabion on-a world scale in-order-to eliminate -economic-and social disparities

among nations. With regard to foreign ald, it retained the target of 1 per went
of GNP for ODA recommended in the repori!of the Pearson Commission. However, that
. Sarget:has 'not.yet been fully achieved. =

13, The erosion of aid has continued unabaited.  Thé volume of official development
"éi&"ﬁéé”%éﬁdiﬁéd“feiétively'spagnant,”ln‘real'féime,‘ovef“fﬁe past decade., "It is T
true that in the past six years official development assistance from the DAC countrlesl
.increased from $6-6 thousand million to $9.4 thousand million, but if account is taken*
" of the persistent inflation in +thé dcher countrles, the impact of the meny large -
currency realignments, in adjusting the volume of such assistance, it becomes apparent
that, in constant value terms, the real volume of such resources has aotua}ly deollnedn
by 7 per cent over the past 10 years, as was stressed above. :

14. In partloularq “the United States share of total official . develOpment a351stance
~ dropped steadily throughoui this péricd, from 58 ; per cent in 1962 to 53 per cenmt in
1967 -and 32 -per-cent -in 1973+~ In-real-resource- value-{ constant 1967 dollars) United -
States concessional assistance declined sherply, from $3.5 to 2 thousand mllllon.

As a pereentage of- its” GNP? Unlted Stateswpono9831onal ‘Hssistance almost halved &
from 0.43 per cent in 1967,

j/ﬁevelo ment Co—operation; 1974 Review (Par151 Organigation for Economic Co—operation
and Development, 1974i. _



E/CH, mfmris
Page.5

to 0.23 pet cent*in 1873, 1t should be added, however, that several DAC members
1mproved thelr ald contrlbutlon s;gnlftcantly, assumlng more of the ald burcen

15., lable 4 ehows the net flow of flnancial resources from DAC mEmber countrles 1/
to. the dEV610plﬁg countries for: the ‘period 1870~ 1573, w1th data for 1963 -given . fsr
;greferenqs?purppsestﬂ; t;alsqnshOWs total official development assistance (ODA) 2/
previded by the DAC;gountiries. The total:flow of resources reacied §24.4 thousdnd
million in.1973, as: agalnst 1“?9 thousand mllllon in 1972, a substantlal ircrease
of the order of 23 per cent 1 hominal térms) As a percentage it rosé- to 0. 79 petr
cent as against 0.78 per cent of the gross national product of DAF member countries,
Nevertheless, ehi 'pcrease, whlcn was a little faster than that in GNP was laxgely
offset. by pvlce"variat1ons and exchange rate changes, so. that grcwth in real terms
more-or. less; Stagnated in 1973. .The:percentage -of total. flows was-still far from
the target of Lopérscent of GNP .establighed for total flows Oniy Belglum, France
Japan, the.Netheflands and Portugal reached that- target dn 1973 v

Table 4 'Net-finandisl flows from the DAC member countries - "_t'.

o 5 1=Net.diSbﬁrsemeﬁts_‘ SR
1963 1970 ¢ (1971 . -1972 . 1973 -

T et :-1 o o
QW O B

-‘Total flow in $ thousand mllllon 8.6 5. 18.0 19, 4

Percentage of GNP © : ' 0.76 0.78. 0.8l : .79

"ODA in 8 thousand milliom 5.8 & ' . 4
0.51 0.34 ... 0.35 34 .30

‘Percentage of GNP

Source: Development Co-operation: 1974 Review (Paris, Organization for Economic.
Co-operation and Development, 1974}, '

i/ The member countrles of ‘the’ Development A351stance Commlttee (DAC) of Ihe tif
.Qrganlzatlon for Econom1c Co-~operation and Developnment (OECD) ares; Australla
'Austrla, Belg%um,_Canada Denmark, France, Germany . (Fedezal Republic of}, Italy,
Japan, the.Netherlands, New Zealand (which Jjoined DAC in ?975), Nozway; Portugal,
Sweden, Swittzerland, the United Kingdom and the United States.

2/ Official development assistance (0DA) is defined as those flows £0 dpvéloping
countries and multilateral institutions provided by official agencies, including
_mstate and local governments, or by their executlve agencles earh transartlon of
which maets the following tests: :

5{#}*11t is administered with the promotlon of the economic developnenf and :
#+ " yielfare of developing countries as its main objective ‘and, '

(b) It is conc9551onal in character and contains a grant. element of at 1east
: 25 per cent,
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16, - Similarly, the sums disbursed under official development. a551stance rose -

to 9 4 thousand mllllon in 1973s agalnst 8 7. thousand million in. 1972 - 2 a rlsb

of 8 per cent. ‘However, in terms of GNP, “these flows declined to the lowest

. .recorded level of O 30 per cent in 1973, against 0 34 per cent in 1972. This
‘fpercentage still fell well short ‘of the figure of 0 70 per cent recommended’in
the: Internationsl Development btraiegy for the- ‘Second United Nations’ Develonment
Decade, which laid down that "eacli :économically advanced country will progressively
sincrease its-official development assistance to the developing countries and will
exist its best e¢fforts to reach a minigum net amount of 0.7 per cent of its.

gross natlonal,produot at market prloes by the ‘middle of.Decade™.

T, Compared w1th the total Flow a8 a norcentagc of Gup 1n,1063 the flgures o
' for 1972 and 1973 rﬂprescnt an’ 1n31gn1f10ant 1ncrease Comparlson of ODA as - a_ o
‘percentage of GNP in thosc two years with the flgures for-1973 shows a very '
marked deterioration. -Table: 5 fhows ‘the composition: of thetotal net flow of
resources from DAC countries to developing- countriés.  The trend of the. S
composition of the total net.flow of resources is a matter of concern:in view. of
the needs of the poorest countries. It is apvarent that net flows from the
public sector represented half of the total net flou of | resources from DAC
countrles for the periecd 1070-1973.

18. Total nominal net official development assisftance rose progressively
betwsen 1970 and 1973. Nevertheless, these totals, which represented a little
leces than half ‘the total net flow of resources (43 per cent from 1970 to 1972)
fell to 38 per cent to 1973..:These proportions are markedly lower than those

at the beginning of the 10605 (60 per cent in 1960 - 1962 and 67 per cent 1963).
This deéterioration is all +the more worrying since ODA ie the form of assistance
on concessional terms. A large part of it is disbursed in the form of grants
The sverage irterest’ rate of loans and the average perlod for renayment
constitute favourable terms

19. Bilateral flows 1oom 1arge in . the fotal flow. Their éhare which ‘was -
G6 per cent in 1063 fcll durlng'thc uarly 1j?Os, amd 1n,1970 and 1073 Was . onlj e
‘88 per coent e T e D T

-

20 Table 5 shows the composition of bilateral flows from DAc'oohhffiesa of :
the total of bilateral flows, granits, which made up 30 per cent in-the early ----
1970s, represented only 27 ver cent 1973. The share of conce551onal loans fell
from 17 per cent 1n 1870 to 12 per oent in.1973. On the other hand “the shere '
of export credits” and- other 1endlng rose from 27 to 32 per Gend . The whare, of

T divect dnvestment vosé:from 25 to 29 iper cemt: . If accoumt: could be taken iof.

~the terms of Vuro—currency Toans “the terms of the loans would bo harder '+ ‘1
This trend has very markedaconsequences on the indebtedness. of the developlng
countrlos

ot e N HERTT NG
LRk TabTe By ‘which shows- the comnosltlon of ‘net! flows .of resources from the

" DAC counirles? ‘indicates that private flows represented about half of net flOWs
from DAC during the norlod 1970-31973. These flows play an important role: in

the development process as they contain. a high proportion of direct 1nvestment
~but for that reason they are. a;med at the most develoned countrles of the third

,worl& which hﬂVG a camaclty to attract such 1nvestm@nt”“ The haroestwhlt _
countrles do- noﬁ therefiore, éerive groat benefit from them.
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E?Plégé‘ Comp061tlon of bllatoral flows from DAC countrles

e e T AL B bl L A U4 e P, AT SRS Lt e L
g S " - - . B

219701971019

ODA gramts o0 o .3.323.63 - 4370 448
Private grants 0.86 0,91 1.03 1.36
L e n e ;;“It »i?:EE Ei’flrlt_.&:'?' - i i"_;
.24 A4F ,6;1?,_,

ODA conce551ona3 loans R

Dlreot 1nvestment
 Dxport oredit and other lending 470 6:83
Hotal bilateral flows | 13.89  15.61 1691 21,52

Sourgg" Dévelqngnﬁ Co—éneratioh°\197£'ﬁeviéw (Péris Organlzatlon “7_ 
for JCOnomlo Co-oneraxlon,amd Devblopmcnt 1074) "

: The: total net flow of private capital other than granis rosc by 29 per
cent in nominal termsa from ¢8.6 thousand million in 1972 to“ll 1 +thousand
mitiion in' 1973 “Tho-share in the total net flow of resources from DAC countrles
roser from 30 -to-40.per cent. .~ The components of such investment have developed
in varlous ways Whlle dlrect investment rose by 50 per cent and bilateral .
portfolic investmer* by 43 per cent, 'a substantial fall in multilateral portfolio =
investment was recorded between 19?2 and 1973. . On the other hand, private '
export credits fell both in nominal terms and as a percentage of net flows of
TeSources. - Grants from private agencies rose slightly, from, $k-; thousand million inm
18972 %o 1, 4 in 1973.

23, Tor floWs'of private capital as a whole, while investment and loans more
than doubled hetween 1970 and 1973, with a rise from 30 to 40 ner cent of the
share.in total mnet . flows of resoureecs-from the DAL countries;. private export
credlts substantlallf decreased- durlng the same pcrlod : Their: share-in the
total fell from 13. 3 to ﬂ.9 per cent. S e :

-

Dlstrlbutlon of the flows of resources

24 Table 7 shows the geographlcal dlotmbutlon of flnancla,l 1nputs from 'the L
DAC oountrles and. multllatera} agencles in 19701973, .The table-shows that the .

. net sums recelved by Africa rose from JS3 076,230,000 in 1870 to-£4,073;460, OOO
in 1973 ~ a rise in nominal terms of the order of 30 per cent, oompared with a
rise of 65 per cent for the total net sums received by America, 60 per cent

for Asia, 30 per cemt for furope, 37 per cent for Oceania and 55 per cent for the
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rise in the over-all fotal’ In addltlon? Afrlca’s ghare in the over-all total :

~was well below the shares of America and ASig durirg the entire perlod 1570-1973.
The yearly figures show the worsening situation I'rom 21.2 per ceut of the total,
in 1970, it fell %o 18 per cent in 1973, while America's share rose during the
same period from 28.7 to 30.5 per cent, and Asia’s share rose from-35.7 o 37 - -
per cent. Accordingly, Africa's share in the over-azll total fell, while the
shares of America and Asia improved. The reduction in Africa's share was

—-swbst¥ntial in the sums received by the counmtries morth of the Sahara, while the
- sums received by those south of the Sahara, as well as their share, increased.

Table Ts Recorded net flow of resources_to various regions, 1970=1973 - Total fldw.

from DAC countrzes and multllaieral agencies in millions of s dollars

e e R e SR i L B AT YL AT < T M It L

970 1971 1972 1973

Amount ¢ Amount- ¢ Amournt ¢ imoumt

-2,

Africa, total 3;078*23 21,16 |3,760,27 22.46  3,547.84 ‘19.82 4,073,16 18.08
Worth of the - = - ' : o ‘ ' : S

Sahara 1yo36;15' 7.12 1,255.02 ?149}: 816}46’? 4-56  S5BA4T 2,59

South of the ' _ , :

Sehara - 1,793.31 12.33 2,206.20 13.18 2,543-85 14.21 3,391.19  15.05
Americe . 4,167.99 28.66 3,957.58 23.64 4,745.27 26.51 6,879-47 30.54
ssia 0 5,198.95 35.74 6,267.36 3T.44 6,164.14 34.44 8,353.78  37.09.
Burope.  ©  1,097.64  7.54 1,244.68 T.43 1,266.55 7-0T 1,441-89 6.4 -
Oceanla J" _ '? 242=08 .73.04}1’*389}51 S 2,32 499023V 278 607:33 "2;63

Over-all, total: 14,542. 5 16,738.20 - 17,894.4 02.500.40

5
B

S . . TV S U R S,

25. Table 8 shows: the dlstrzbutlon of net toﬁal ODA from DAC countrles in: the
form of-conceseiomary inputs from miltilateral agencies for 1970—1073 T1anessed

in nominal terms the sums granted to Africa rose by 42 per cent - a flgure hlgher

than the rates of increase in the sums for America and Asia. In comparison with
the over-all total of such net tofal ODA, Africa’s share? which represented -

26 per cent in 1970, rose to 28 per cent 1n,1 873, while those of America and Asia
had fallen. This trend is in general favourable to Africa. African countries
north of the Sahara heneflﬁed little - from the trend; while those south of the -

‘Sahara were substantlal beneflclarles

e
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Toble 8: Net receipts:} b;,;regmzr-zof ODA; from DAC, countries and resources a'l: conoessmnal
' terms from multilateral a_genc:Les :m ml’l lmns of UE dollars : w Tl

rag-rap-y

mme _Lﬁ”__mmmﬁ g Amount :fw&.Mmmt %

Africa, total 1,682. 35 25.76  1,961.93 26.33 2,101.57 25;78?‘2 396,02 27635
Worth of the . \ e

Sahara R TERY 547" 29878 5.35  366.57 -4;6777 415.07 4.78°
South of the 4 T Lot oo ; e . G e e

Sehara . --;1,270.39. 19.48  1,529.37 20 53' 1,700.69 21.67 1,937.87 22435
mmerics . - . 962.06 14.75, 929.04 12.47  953.62 12.15 1,004.67 1L.587
kst o - 3,088.80 47.36  3,597.97 .48. 30 3,528.44 4496 3,990.03 46.02.
murope’ ... 178.38 2.73  223.26 299 276 3354 223,76 2,587
Oceaniz. ~ 263.05 2.03 284,12 ' 3.81 368114  4.69  428.56 494

Over-all, total 6,521.40  T,448.90 9,846,550 - -8,670:000 T

26. 'I‘a.bles 9 a,nle 'below show ‘the dlstrlbu‘tlon of ne't total 'blla:tera.l ObA and the
net amoun‘ts ¢f "blla:teral and:miltilateral technloal co—-opera’clon expendlture for '
19701973 ~ In"connexion with -the: data in these tables, the same 'brend as’ that-
stressed a.'bove may Ye observed:: This trend is all the more favourable to Africa- “since -
ODA is the' form _of assm*hance wh:u.ch 1ncludes the most concessmnary ‘terms gra.n‘bed by
the donors o s = . - . :

Table 9 Net re:cetp'ts bx__reglon of ‘bl'i ateral OBA 1n mllllOI‘lS of US dollars

1970 1971 o2 iy
Amount ¢ Amount % ’hnount ¢ Amournt e
Africa, total 1,305.16 22.86 1,525.19 23.75 1 653 32 24,43 1,830.60 25.58
North of the
~ Sahara 314.83  5.51 - 328.43  5.11 290.07 4.28 30945 4.32
South of the n ' -
Sahara  966.18 16.92 1,165.25 18,14 1,333.93 15.71 1,478.34 20.66
America _ 867.38 15.19 819.31 12.76 854.88 12.63 891.70 12446
Asia 2,818.21 49.3T 3,219.80 50.14 3,158.23 46.67 3,287.61 45.94
Burope 150.86  2.64 186,13  2.80  262.58 3.88 206,54 2.88
Oceania. 257e72,>”4.51 275.38° 4.28  360.78 5,33  422.48 5.90
Over-all, total 5,T07-40 6,420+90 6,766.50 7,155.00

[EESIRCIYS e i
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TabhelO*n Net recelpﬁs by rqg;ﬂn ‘of hilateral. ol multilateral # technlcal
co—qperatlon ex¥penditure in millions of TS dollars . fu

e

1970 S wn 972 T

| AmOunt S T Amount “h? Amount . ¢ Amount <
Africa, total .. - ;705 86 36:78 808.81 38 71 911 28 38.74 1,103.49 38.21 ¢
North of the - o BT Gk i
Salara ., " 118.63 6.18 117.44  5.62 134 28 5.70  186.98: ‘6,41?W1
South of the . . o o e
Sahara - o 551.19 28.72.  661.64 31.67 744.29 31.64  881.39 .30.52 ..
mmerioa’ ... 332.71 17,33 38759 18.55  398. 51 16.94  457.04 15.82°
Asia .. . 543.15 28.30 . 545,60 26,11 532, 09 22,62  605.23 20:95:i:
Zurope. - -, - 39.82 2.0 37.76 1,80 21.77 17T 44.61 1.544%
oooamia. . 2539 1.32 .04 158 43186 186 149.95 519 "
Over—all, total. 1,918.52 . .2,088.95 2,351.73 2,887.71 .

27. Table 1l indicates the dlstrlbutlon of bilateral ODA and flows from multilateral
agencies received by 101 receipient countries classified by income pracket, 1969-1972
average- The table shows thai ODA and flows at concessional terms from multllaieral
agencies decllne rapldly and regularly as one moves across. the table from the 1ower
+0.the higher income groups. The poorer countries, represented by the first two |
groups, covering +the least. develope& countriss and those with per c oanlta income 1ower
than $200, incinding most African’ countries, veceived more ODA durlng “the perlod
1969-1972. ODA and maltilateral concessional flows represented fairly high shares

as a vercentage of imports for. those. two groups. The samé can be said for the
digtribution of the total flows" per -gapita,.. In general it/ may be concluded that.
during the period urder review aid to the developing countries had been aimed at the
lowest income groups. : o
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Financial gggﬂurces from va;;ouu dmnor oougmxfgg,other tgaﬁ_DAC counfrﬂesif

i X

28. There are grounds for believing that, up to and including 1973s the
financial flows provided by the DAC countrles made up S0 per cent of the off;clal
and private capital received bilaterally hy the developing countries (Buro-
currency herrowing not 1nc}uded) On the other hand, the share of DAC countrles
in the supply of fihancial regources. (offlolal and: Drlvate) to the multilateral
institutions declined below tHat perceniage Apart from bilateral flows from: the
DAC countries, some member countries of OECD which are not members  of DAC. prov1ded
financial flows to the developing countries. The second 1argest grouvp in smze
comprises the communist countries, with 5 per cent of the total flows and 10 per
cent of the OffICIal flows. The group of OFEC members made official dishursements
of the order of {700 million in 1973, as well as, private flows. However, the
importance of that group's pledges: and commltments during “the first nine months

of 1974 (over ©10,000 million) will change the order of the suppliers of capltal
to the developlng countries. .Furo-currency lending should also. be mentloned.-

29 Among OECD countries other than the DAC members, some prov;de substantlal
assistance to the developing countrigs. Ulnland has an aid progTamme in the:
proper sense.  Its ODA disbursements rose frém 47 million 4o 28 million over the
period 1970—1973? and the major part is made up of bilateral grants, representlng
more than half in 1973. So far the recipient of this aid have been the Unljed
Republic of Tanzania, with 30 per cent of total bilateral a551stance? Peru, i
Zthiopia, Kenya, ngerla and Bangladesh : i

30. Ireland's developmeni 8381stance is stlll very modest | It ié provided -
through multllaieral channels and voluntafy agencies. Ireland. had 1ncreased

its contributions to UFDP and had decided to nartlclpaie in the thlrd IDA
replenlshment

31 Spaln provides an increasing amount of resources through- multllateraT
organizations, technical assistance, export credits and prlvaie 1nVEstments
It had decided %o participate in the third amd fourth IDA replenlshments In 1973
it 301ned.the ALrlcan.Developmcnt Fund alth 3 caplta1 sub crlptlon of -f2. 4 malllon.

32. Yuwoslav1ay an assoclaie memher of O“CD? pr0v1des ald to other developlng
countries ‘through technical assistance, joint venitures and export credlts._ It
participated in the third and fourth IDA replenlshmenis, and contributed | 2 4
million to' the African Development Tund In early 1574y it made avallable & large

© amount for a power statlon in the Uhlted Rebubllc of Tanzanlay

949;@@&&;9211;3_@3}_@51 i

33e The.flnanclaimfiows -From édﬁiuniét'&onOTECQuniriéé fé'the developingﬂ f1
countries -are difficult o estimafe. A tentative estimate would suggest that the

flow has fluctuaied botween 1 4.thousand mllllon amﬁ 1. 6‘thousand million annually

T TR 0 - F - by

1 Developmeni ComoDoratlon OFi: - 1“7ﬂ Rev1ew (Darls, Organlzatlon for Economic
Co-operation and Development , 19 7&) '



B/CN 14/0MA/75
Page 15

over the years 1970 t0-1973~ In 1973, Bov1eu flows decllned hy $120 mllllon while -
Chinese aid anreased by about G200 midlion. East Turopean flows have largely remained
'.unchanged at about 300 mllllon vVFstlmated net flows from the USSR decreased from
§870° million in 1970 to 750 million iW 1973, ‘or from- 0.27 to 0.16"; per ‘cent “of the -
estimated Gl\TPt, Chlna malces tHe most 1mportant aid’ effort “Its ne'l: dlsbursements are
likely to have exceeded {500 million in 1973, ‘dorresponding to 0.3 per cemt of GNP.

In contrast from aid to the USSR, Chinese aid continued fo be very concessional. China
prov1ded a 110 mllllon general support gramt to Zambia, “and & 428 mllllon grant mostly
wheai to Egypt "In 1973, Chiness aid was toricentrated on Africa. The 1argest loan
rec;plents were Zaire (£100 m1111on)9 Cameroon (475 mllllon), Chad Senegal and Upper
Volta with close to(?50 mllllon) each ihls geographlcal concentratlon on Afrlca o
geems t0°be continuing in 1974. : : e

34. Avsilable stg+1stlos concerning total uapltal pledged on a bllateral basis by

the communist countries to the’ developlng countrles end in 1972. - ¥or that yeary the
total pledged was $1,492 mﬁlllon' of'which 38 per cent was destined for Africa, 10 per
cent for Tatin America and 52 per cent for Asaa Afrlcan re01p1enis were Algerla, Egypt,
Maurltlus, Sudan and Tunlsla Lo

Major 01lrexporters

35. Over the period 1970 to 1973, OPEC member countries provmded official a351stance
to develop:ng countrids - fluctuatlng between £400 mllllon and £500 mllllon annually
Sinceé the end of: the 1967 Widdle Tast war 'disburseméits of aid -have inereased; most
have gone %o Arab oountrnes, though some amounts have gone to African’ coun%rles gouth
of the Sahara. Luring the flrst seven mowths of 1974, commitments by the OPEC member
countries reached a total of £12.2 thousand mllllon, including £6.2 thousand million
in bilateral commxtments, taking into account the $23.1 thousand million offered to the
IMP in connexion wzth its oil facility and $1 thousend million made available to the
World Bank In 1974, one third of bilateral ‘commitments (about £2.1 “+thousand mllllon)
went to the moqt 5er10usly :affected countriés as listed by the United’ Nations; and ‘some
$4. l thousand million to. other developlng countriess . As reg:rds dlsbursements they
might have been “of the order of ‘2 +h0u¢and mllllon, 1nclud1ng 600 mllllOﬂ for the
most serlously affeoted countﬂles R “ S

Plnanclal rehources from mulmllateral 1nst1tutlons
36 Apart From mllaﬁeral floms, fiet flows of résources recelved by ﬁhe developlng
countrles include flows from multilateral ingtitutidns. %/ The - assistance provided

Ty such 1nqtlmub¢0ﬁ“ occupies an important place in the total flow of financial
a531stance to the develobwnm couatrles DS T R R 4

37 : Lable 12 shows net dlsbursements by mu]tlTateral agen01es to developlng countrles
in. the: perlod 1970-1973.  The total of such: flows rose fiom 1. 4,560,000, OOO in 1970 to
2 020 ;000 ,000in-1971,- l,9(0 000,000 in"1972 and 2 £3305000 OOO in 1973 “During those
years, the Delcentage of" grants was 41 36 40 and ?7 e cent respectlvely of the
total ‘loans and grants.: . - .

1/ Multllaueral institutions include the World Bamk group, reglonaL banks, “the f
financial institutions of the FEC and a number -of agen01es, programmeb ‘and sp901a1
funds of the United Nations. ; : 5
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38, . The World Bank_has exiendedwzis_actlﬂxiles_ln-Afrlca~overwrecent years. .. .

.. During. the fiscal year ending in Jure 1972, new loans and oredits approved by “the |
‘Bank.and the &ssocmat1on {ID4) brought the total sums granted to Africa 0 581 million,
againet 474 million in 1971, out of an 0vera11 total of 2,966,000,000 in 1972 and

2,505,000, OOO in 1971 for. all regions. At the end of the 1972 IlSGal year, thg :
cumulatlve total of Bank loans and IDA credlts to Afrloa was 3, 654 000, OOO

o 30 Table 13 shows Bank 1oams and IDl credlts approved in 1973 1074 The ma

' credlts represents 25 per cent of the total. 0f the over-all total, Afrlca S share
was 25 per cent; Africa, which. had received 22 per cemt of. Bank 1oans, compared.
with 22 per cent for A51a and 28 per cent for Latln America and the Carlbbean,
received only 34 per cent of the IDA credits compared with 60 per. cent anc 3 per
cent respectlvely for the other fwo groupsn

40 The Afrlcam Development Bank substanﬁlally 1ncreased 1ts loans durlng the

. 1074 flnan01a1 year. Its loans rose from 25, 560,000 UC l/ in 1967-1970 -

. .35, 75@ 000 TUC. in 1973 and 73,450,000 in 1974. The Aumber of member Staies which -
' Nad received Bank loan rose fo 33, against 29 at the end of 1973. . The year 1974
was a starting-up period for the African Development fund. During that year, the
Tund approved 11 projects and 6 studies, representing a total commltment of -42
million. UC.

Al Table 14 shows contrlbutlons from UNUP and Uh;ted Nations organlzatlons oo .
daveloplng countries in 1970-1973. It will be noted that such contributions hawe -
1ncreased by about 40 per cemt. :

'Flnan01al terms and condltlons of of icial dev@lgﬁ@gpﬁmgssistangg

.42 In Ootober 1972, %he DAC adOpned a neW'Recommendatlon,on flnanolal terms and
..conditions of assistance %cC. replace the previocus recommendabions on the same subaect
'dailng from 1965 and 1969. It entered into force on 1. Jamuary 1973. Accordlngly,
thai year was the first for which donors' terms policies were assessed under the.
new Recommendation. The Tecommendation provides for financial corditions a s:mgle
over-all goal, expressed in the form cf a minimum grant elenent m/ applicable 1o
the whole ODA programme of each country. In order %o scften the overall financial
terms of their official development a551stance, the member countries will be expected
to use their best efforts to reach and maintain an average grant element in ftheir
total official development assistance of at least 84 per cent . o

43. In 1973, the ‘grant element for total ODA commiﬁments extended a1l by DAC
members reached 87 per cent, against 84 per cent in 1972. This indicates a softening
-of the over-all terms. -The improvement was due to an increase in the share - of grants
in total .CDA commitments from 63 to 66 per cenmt and a softening of the grant element
of ODA loans. TFor the DAC countries as a whole, it may be noted that the average -
flnanclal terms for ODA loan commitments to some extent improved hetween 1970 and -
1973.  The maturity rose from 3C 2 to 32.6 years, the imterest rate fell from 2:8 to

1 Ome unlt of account (UC) is equivalent to O 88867088 grams of fine gold. I%
is equal to USil. 20635 .

g/ ' '”Gran% element” is defined as the faoe value of a. flnan01a1 commztment 1638',L
the discounbted vresent value of the amortlzaizon_plus interest payments (using a .
10 per cent discoumt rate).
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willions of United Statep dollars

comntries 1970-1973 in

1570

i 1972 DRI

03

197

o HAI:B?D A e ,- e e - n

IDA
IEC.
ioe
ATDB
ACDR
EDF
ET3

Grants

EDF (gross)
United Nations
Total grants

T

Total loans and grants

Aty

R
153

Lo
U

-2
~15
10 .

y
o

013

"

172
6LG

283
Be

281

L7 e
.10

14
31

1,285

216
513
731

,-’1

27u“
fhl L o

.f.f
i

39

1,177

222
570+ :
702

€13

. \_,Ov EEII R

A
[

e
-1
PG

o =
't

:iiyﬁzb _

323
530
561

1,559_ ,'

2,016

1,969 ”:

T ——————

‘"2,331

Table-133; World Ban& 1oans ‘and IDA credits approved in 1973—137& in millions
of Unlted States. dollars B RS

‘.,".' 110 ol
Nuimber T Anount *-

Bank

IDA credits

Huaber

Amount

Total

Number !

Afvica, .. .
REastern Africa
Test Africa

North Africa
Rurope, Middle East

. Asia
Latin-fAmerica:and - - ..

the Caribbean

0

10

25
23

27

L 703.7
i 200,90

10 e

10

160,7

715.4

X

333.1
913.0'4 L

35
20
14

4

k4
22

=
%)

370.4
1656.5
2l

A1,3 vens

SLC. L

373

30

129

45

gt B

.ﬂ1_074;
S hO0 4
281,7
" 384.0

7 Fhieh
1,361,080

Cver—all total

105

3,218.4

69

1,095.2

17

£,313.6

Source: Horld Bank Annual Report 1074

Amountuafi

“923. o
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Teble 14 3

Contributiong by UNDP and United Nations ofganiééfidh;:fo "

developning countrlee - Dicbursements, number of fellowshine and

exaertu, 1970~1973

1671

1972

I Dlsburaements, total

Aa

B.

II.'Felibﬁshigsu{number)@=~~~~w~ﬂ-a~~u~w~h

“A’g -

B,

(mllllons of US“)

Unlted Nations organlzatlons
ii, Regular arogramme

2 Other Funds

UNDP

1. Technical assistance

:255 Snecial Fuﬂi

Uﬁitedﬁﬁationéx.lp‘Wnﬂ-w-mriiiin

UNBR..::: 7 RES
l. Tﬂcnnlcal a551gtance

2. Special Fund

III:,@F?ef%é:(éumber) L

£ Ae
By

e

United Nations
UNDP

.1, Technlcal assistance

3?“2, Spedial Fund - .

nny
R

2.
d

5!

200

51

150

AL, 765 .

:3 ;469 ¢ , :
4,620 e iy

5 \3&9

11 ZAOf;ﬁ

2 131
J,IQQ

2,56

6,263 -

ot

239
56
184

11,705

5,165,k

V,um‘ )

2,425

12,605

2,062

10,543

3,356
7,187

350

o
(57

s}
8]

38

267

L2

397

T eew

10,151

Cawa

[N B SO,
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_ - million which, together with some .
: ment, constitute their total foreign exchange liabilities. The accumulaiibn’of&;::
g0 many external liabilities by developing countries is at the origin of debt
_ problems. . The cost of indebtedness and the burden of debt servicing very

'gepénding’ oh tleiportance -of the el '
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2.5 per cent, the grace—period rose—from 7.3 to-8.6 yea:saanﬁfthe%granﬁbelemeni

of loans accordingly rose from 57 to 62 per cent.

44,  Table 15 shows the average terms of loan commitments and the granl elemenmt
'in loans, and grants for Africa and other regions in $he period 1970-1972. Total ' :
‘loan coumitments rose by 41 per cent.  Belweér71970 and 1972, a ‘general hardening
‘of the average terms for such commitments could be observed. Maturities fell to .
17 5 years, ageinst 19.8; the grace period fell to 4.5 years, compared with 5.2;
‘the interest rate rose to 5.2 per cent, as against 5 per cent; and the grant :
‘element fell to 31 per cent, ingtead of 35 per cent. The proportion of grants in. .
‘the total loan commitments, which was 21 per cent, foll to 19-per cent,.and the 7
.grant element of LToans and-grambs fell from 46ito 43 per cent. TFor Africa, .
‘between the fwo years 1970 and 1972, total 16a7 commitments barely increased;

.the average maturities & loans fell from 24.1 years to 22.3, the grace period
fell from 5.9 years 1o 5.8, the interest rate rose from 3.4 t¢ 4.1 per cent and
‘the grant element deteriorated, falling from 48 to 42 per cent. Total grants

L TO8e substantially, as did $he proportion of grant element of loans and grants.

- It:should be noted’ that the grant element of: loans and grants $0 Africa was lower.
‘during the years 19701972 than that recorded in South Asia, but higher than the
Elevels in the other regions. It ig of interest to stress that in 1972 teotal:

- grants were higher in Africa than elsewhere, representing 38 per cent of ‘total
‘grants. In relation to loan comnitments, total grants represanted 61 per cent

in Africa, against 28 per cent in Dast Asia, 8 per cent in thé Middle Zast, 30 per .
‘cent .in South Asia, 4 per cent in Southern Murope, 7 per cemt in the western

- hémisphere and 19 per. cent for the average of .those wmeglans. O
 Debs_ problems

145;.» The total indebtedness of developing countries is_assumiﬂg impréssivé ievelég

1 A% the end of 1972 the debt outstanding of 86 developing.cowntiries ~ external
' public debt outstanding, including undisbursed - reached almost {100. thousand

50thousard million of private foréigﬁfinvést;:f”

emonts making up the debt: IDA debt, ODA L+

. debt, export credit debt and private bank debt. " Tn 1970, TO per cent ‘of the

#7100 thousand million of debt were made up of public bilateral and multilateral
‘' debt, as against 30 per cewt for private debb. The softness ‘of cerbain debt

: componerits is shicwn in their share. in debt service. At the end of 1972, bilateral
" ODA loans from DAC amounted to {28 thousand million, or 37 per cent of the total
| ispersed externmal public débt, but accounted fer only $1.8 thousand million in-debt
: service, or 20 per oeut of that service. In contrast, deblt arising from suppliers!
" and other commercially termed credits accounted for about one half of the debt
_ outstanding, but accounted for over two thirds of the debt service. i

o 46, In sum, the debt outstanding of the developing countriés under sums dishui%éd

at the end of 1572 represented about 75 thousand million and 9 thousand millioﬁ‘: 
of debt service, including 2.6 ﬁhousand million for interest payments (3.5 per.:.
cemt as a percentage of debi outstanding) and 6.4 thousand million for amorbiza~

Tﬁ;tidh‘paymeniéﬁ(BQB;per-oent as a percentage of debt outstanding).

B
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47. Table légshows the distribution of debt outstanding and debt service by
-1nccme group "“the period 1°70~1972 -The - flgures are: converted “at currént
exchange rates: ‘7Accord1ng1y, the increase in debt and debt service includes the
effect of recent currency realigmmenmts. It may be observed that, with the
exception of the 0il producers; the relative debt service burden increases for
countries in higher 1ncome groups. S : : : e

TEP;E.}si, Tebt outstandlng. including 1 undlsbursed of 86 developlng countrlq_J
1970:;972 (1n thousand mllllon dollara)

Lt s A A S i) M A M T et L 200 et A TS . i mi e

“Total 041 " Other countries. .

End of YEar wg‘ 33? Producers High income . MYedium income  Low ingéﬁé:w ;f:{
1970 EHE 2.9 12.1 29.0 - 12.6 - 1902
‘1971 - - - 85.1. - 15.0- - o345 .. o HLS o 2L

972 oo 894 7. ALY 6.7 23l e

Nebt service of these countries

1970 6.1 0.7 3.4 1.1 1.0
1971 7.0 1.0 3.6 1.1 1s2
8.3 1.5 4.2 1.4 1.2

1972

fter ar o L . . 3

:_§oﬁr¢§;U Develqpment Co—opereilon-j 1974 Rev1ew (Parls, Organlzatlon for
" Economic Co~opera¢10n.and Development 19?4)

48 T&ble 17 shows the dlstrlbutlon of the external publlc debt outstandlng by*

reglon and. by type of credltor on 31 Deoember 1972 Africa's sharé. of the debt : h;f'
is-16 per oemt: Bilateral offlClal Toshs and oredits amd mul%llateral loans and @

credits Wlth a hlgh grani element made: up- 17 par oentgp the total in the case
of Africa, as against 75 per cent for Bast Asia, 66 pé‘
93 per cenmt for South Asia, 7O per. cent for SOuthern 1rape. and 53 per cent for
the western hemisphere This means that the components of Africa’ s publlc ‘debt
were less Tavourable in terms of their impact on debt service than those of

Fast and South Asiaz, and that they included a higher proportion of debt contracted
on hard iterms.

gent for the Middle Tast;,
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Table 17: ‘Diéttiégﬁidﬁde éi@gﬁﬁéiuﬁuﬁiéq‘débiféuﬁsfén&iﬁg"of SS"dévéibpiﬁg ébﬁﬁtrieg{
-+ by region -and. type of creditor,-on 31 Degember 1972 (in millions of US dollars)

¥ : ST .
i . o e .}

Including'undisbursed

Region Disbursed Totzl Bilateral Multilateral OSuppliers Banks - Other
coenoooonly. o offacmal Ti,: - . -

Africa 10,960 16,248 8,662 . 2,966 ‘ 2,525 1,163 933
Tast Asia 9,665 13,824  7.558 2,725 1,955 979 608
Middle Bast 7.782 311 036 . 6,400 842 1,216 1,033 1,544
South Asia. .. 15.0507 - 18, 38Ajj 13 098 3,999 115 154 81
Southern’ Furope‘” 7,031 -~ 10,308 5 179~ Tl 918‘ 758 1,735 - 718
Viestern Hemigphere 21,458 - 295576' 8,198 - - 7,314 - 4,608 5,888 3,568

Grand total;- 71,887 99,376 49?995 19,753 -12,186 10,953 7?339

Sourcez‘ Annual Heport 1974 (”ashlngton, Internatlonal Banlc for Reconstructlon and
Development ).

Puro-lendlng

49. Mention should also be made of the effects of “urowlendlng Table 18 shows the
published syhdicated Buro-currency loans in 1971, 1972, 1973 and the first half- of 1974.
It is clear that Africals. .share: is pdor since it wap only 5 per cent in 1971 and 1972,
9 per cent in 1973 and 3 per cent’ in the flrst half of 187400 The: cost of +hese . loans
is relatively high and varies according to the competltlve 31tuai10n in the market.
The debt servicing costs vary parallel to movements of ihe six month Euro-dollar rate
Trom about 7. per. cent 1n 1070 it rose 1o ahout 14 par cent howards the end of 197¢
The advatange of these loans lies in the fact that they. are urited,. but their
relatively high cost add. “importantly to the debt ‘service. burden of‘the borrowers If
the borrowers conilnue AUnder. pressure from balancanof—payments problems to resort
to the use of .such funds developments in the market w1ll declde on the contlnued
avallablllty of EurOucurrency for developlng oountrles
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Table 1827 Published Furo~currency toans to develovping countries, 1971, 1972, 1913
S rerhalf 1074 (millions of dollars) v oo

TThem . sie. . gm. | it nelf 19U

Mgoria T PR s 1m0 o 250 L3

fngola . Tan e e e w

Beypt S S

Gabon. . ... . .. L@ ey 18D B ;’f”;"‘

Tvory Coast h22 o 9

Kenya - . » - 15 HR S Ny

Semegal - o ol e e e B C e 20

Sudan S e e g A T 2000

 Bwaziland - 3 - LI T T e

Zaive | 55 90 =37 105

Zambia - 25 150 -
Total Africa 215 485 2,034 642
Total developing countries 1,475 3,888 9,348 6,203

Other countries 2,645 4,633 12,675 : 13,534
Grand total ' 4,120 8,522 22,023 - 19,737

Source: Development Co~operation: 1974 Review (Paris, Organization for Economic
Cowoperation and Development, 1974 ).

Recent economic developmenis—~ effects of inflglion and curiehcy realigmments

50. Tn the context of debt problems, slress should bhe laid on the effects of
inflation and currency realigmments on the deb} and debt servicing of the developing
countries. To the extent that the interest rate is not indexed Yo the inflation
rate, inflation is beneficial to the debtor. This is the case for ODA loans, export
oredits and Furo-currency lending. The offect of inflation is felt on the terms of
trade of the developing countries. Tnfiaticn has a beneficial effect on debt
service for those countries whose export prices have risen sharply. Even with no
change in the terms of trade following the rise in import prices, the debt service
is paid with money whose value has Tallen as result of inflation.

51. The debt of developing countries is denominated in various currencies: about

50 per cent in United States dollars, abeout 10 per cent in German marks and about

4 per cent in Japanaese yeli. Currency realigmments and the fioating of some currencies
have had complex repercussicns on the value of debt outstanding and the cogt of debt
service. According to the World Bank, the nited States dollar value of all exteraal
debt increased by 3.6 and 3.1 per cent due t0 the 1971 and 1973 realigrments. T
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estimated the effect of the 1973 aligament to be close to 5 per cenmt. The effect of
the realigrments was least pronounced for the African coumbries and countries in Latin
America, whose debt is largely dollar-denominated. The increase in dollar prices of
developing countries' oxporits helped to reduce in real terms their debt outstanding.

SZJ'TgHigher commodity prices, and particularly oil prices, added a further dimension
to.the alresdy differemtiated geographical pattern of IDC indebtedness. Vhiie the
exporting countries gained in terms of their balance—of—payments position, and ‘the
possibility of making pre-payments of their debt, others, whose development prospects

were already precarious before the crisis, were affected by higher commodity prices "
without any compensating gains for their exports. This gituation hadtwo effects on
their debt: one, immediate, on their balance—of~payments, and the other, slightly
retarded, resulting from the need to resort to external borrowing. This resource inflow
causes new indebtedness and service charges are created.

53, Table 1¢ shows service payments on external public debt as a percentage of
exports of goods and services for 1970-1972 for various African countries. In 1972,
the effects of these payments exceeded 10 per cemb of exports of goods and services '
in five countries of the 38 referrcd to in the table. They varied between 5 and 10
per cent in 17 countries, and were lower than 5 per cemt in 16 countries.
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Table 19 — Service paymentis on external public debit as percentage
of exports of goods and serviges, 197072

1970 1991 1972
ﬂfrlca R . o S
Algerld v 10.1 15n2 . 1452
_Bpﬁﬁwana E S Red SRS T I 243
Burundi 2.0 - 1.8 7o
" Camaroon, 440 51 524
fﬁCeptraT Afrlcan Republic e R C241 1.5
o Tohad o oo - . caBe2e T 4.8 -
" . Congo - 8,0 o Tab 8y5"
1Daheﬂej C 2.8 Y I 247
Heypt - 262 S 1944 - 31,5
Ethiopia 11,7 10,6 8.7
Gabom = o 5v5. 6T 7.3
Gamtia, The. 00T SN IS 146
Chana - AT 6.6 3.0
‘;Iﬁgrgﬁﬂaast,_ 630 740 Ted -
Kénya - 5:3 .. 5.8 546
Lesotho 8.5 Tet 541
Libgriaq; - . 8.0 70 646
Madagasoar . 4.0 4ol 41
Malowl . 8.9 o941 7.8
Mali 1T 0.7 143
Msuritania 3.2 391 508
Mauriftius 3.7 5,1 2,1
Merooo0o 8,4 10:3 845
Niger 3,9 6ol 6.5
Nj‘ge:ﬂ'ﬁ.a 4.0 208 2-5
Rwanda T.4 1,8 2.3
Senegal 2.3 £,0 4,2
Sierra Leonse 9.0 8.3 8.7
Semalia’ 241 2.5 3.0
Sudan 9,1 12.0 12,3
Swesziland 4,6 5.2 9,0
Togo 3,2 2.8 5.0
" Munisia 19.5 16 46 16,2
Uganda 4.6 645 6,0
United Republic of Tanzania 647 T4 9:6
Upper Volta 6.9 5.0 4.4
Zailre 441 457 n.d.
Zanbia 5¢1 . 9.8 10,3

Source: 4nnual Report 1974 (Washington, International Bank for Reconstruction

and Development).

e

s N LNt
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54. Tghle 20 hows external TEBoUTCe flow0 and service payments on external public
“debt, by region 1970-1972. WNet flows represented disbursements on loans, grant and
grantmllce J1oans minus amo*tlzatlon on loans. Net transfers represented net flows
mims interest on loans. The table demonstrates the importance of debt dervice: and
its influeiice on total flowq In 1972 debt service made up 35 per cent of 1oans,
grants and - granfuilku loans to Africa. The proportion was 28 per cent for East -
Asia, 54 f6r 'the Middle East, 50 per cent-for Scuth Asia 52 pe¥ ceht for southern
Burope, 54 wer cent for the wastern hemisphere and 45 per cent for all regions:' In
other words, debt service absorbed more than one third of external resource flows
for Africa dnu more than half of such flows for other regions {(with the exceptlon of
the South A31a region) durzng the year under consideration.

55. This’ 81tuat10n has honstantly worsened during recent years, accenﬁuated by
the impact iof the recent energy crisis znd. upsets in the terms of trade. The

debt problems of +the develuping countrles have created a worrying situation, and-
led to congiderable work by the World Bank TMF, OECD, UNCTAD and others, with the
objective of suggesting appropriate measures to prevent the ssrious dlfflcultles
arising frowm the debé problem from representing a handicap to the ecomomic:.
development .of the developing countries and the international resource transfer: '
from the ricker to the poorer countries. :Serious efforts have been undsriaken to
re-0rganizé de bte, parmlcularl as regards the most seriously affected countries:




vE6 €ge’t o6 eve 966 6L9% 4 295 LigL
FLES) €g9 Y Gee Y 2hE €29 60E¢2 et mww,ﬁ.
1340L 34 LLL 682 L8y vegtL - eLe %20
€04 26¢€ LOE &t 692 280t dsloaly Z9ot zee iz
bLLOL - G6CY - flg - pee 965 066° 1 7ol - Lgg L
7 (R N 3 X I 19 6y 9951 . G6 - WLyt
2922 066z 898 882 0gs €1t E 806 g2 ‘2
267 L AYAN S L 7} - obe LoS 6€z22 ey
b L c6gltL t o9k v LG gy Lyo‘e: :
oLE 2 bLLt2 Lozt g 926 LE9'€ 61tz
PG6° L LGz tz . Lgé 962 169 Lr6tz ZoLt 6€gr 4
99L* | ge0te. W06 . o R9R-. . B9 oLgte 200* | 699 1
_ e TT—4RIF
IeISuRI) 30 MAOTI 3Of 8305 - 4seXxequr T T4 ZT310my Te40T PUBR f4URIH SUROT
80 TAISR 248 B]USWIBINY STJ

(SIBTTOD S018BLg

pejtun JO SUOTIITH UL) 2l6)

-0l uoTser Aq °4qep oriqnd

TEli63Xs U0 S4UsHAEd 60 LALOS pPUR SMO[J 90INOSes TRUISIXF ~— (2 °T4BL

Caler
LLGL
0L61

eISy T4mog

LLGL i
oL6k
192F eTPDPTI
Llet
ommrga,;

2 TSY memﬁ

ZL6i
LLEL
0L6L

- BOTIFY:
e



E/CN:14/AMA/T5

vﬁpdeﬂoHoboﬂ @Qm.ﬂomposﬂpmqoom

669G

g ToJ Wueg TeUuCTRUISIUL”

(moaBurusen) PLGE 3FOAOH [BOUUY “19OXNOT

600 ‘0l Glv'el  Ge2e'g 99%te GEE gl 229 ¢ €1Lp) o2l
o kgt LE66 966° 9 gelte ofg'y L9l Wi 9LO € b69ELL VLY
feeotlpgtl o0 290t vELt9 o Gvgtl G6gt v 96t L | S€gre o lestol - . DL6L
e ) .wﬁ. , “_ o T 8 TIJUNoD mQMQOHmbmﬁ g
GLGtz L2660t o6 g€Ltz g9 s 997 2616 S E LG
Lo 89EhL Ggttz  L99'z . Lig 068l GEO- LY - posE . LL6L
R g9tttz  6ghte gL evlit  otz' Y47 wbole - ~0L61
, . : S exoudSTHOY UIS}SOM
¢gl 650 L 199 €Lz X 979 “t  z0 €961 el
Lo LGy 689 © 008 L€z €96 26z Y 66 gL kL6
LTEY 26€ L9G . 9oL 922 LLY - 9t0 4 66 6g6 . olelk
g “ o : o odoany UISYRL oG
_ ‘ SN TT-juetd
IsJsueIy} jen MOTZ 38N TRAOL 188I84U] U0 TIEATIIOWY 18307 pUR £1UBRID SURO
moﬁbhmw 109 sjuULUeSINg ¥
% -
[¢}] i |
M% {(P,7u00)_(4Sn_Jo_Suol(i® ur) g/6T-0/61 uordad

Hm‘mwnmv oITqnd [eudeixs uo sjuowAed SDTAJOS purR SMOTF 90In0Sal Teuaa3xd — Oz °Tdel



T/CN. 14/AMA/T5
‘Page. 29 .

Theiﬁevelopmex¢ oommlttee

56. The Committee of the Board of Governors of ﬁhe Inﬁernatlonal Monetany Tund on-'?
Reform of the Internatiomal Mometary System and Related Issues (Committee of 20); -~
having oonoluded 1tp work ‘on international monetary yreform, agreed on a programme .
of immediate actiointy’" 'The programme. includes a reoommendailon for the “establlshment‘.
of a JOlnt ministerial Committee of the Fund and the Horld Bank to carry forward ‘the -
study of. the. broad questlon ‘of ‘the transfer of real resources t6 the developing
countries and’ t6 recommend méasures”. Following this reoommendailon? the Board of
Governors deoléed Guring: ite meétings in September and Ootober 1974, to set up a R
Develonment.Commlttee under 1ﬁs terms of referenoe. : .

Y The - Developmeni Commlttee shall malntaln an overv1ew of ‘the development
T protessand shall advige and report: to. the- Boards. of Governors of the
Bank and the Fund on all aspects of the.broad. questlon of thé transfer .
_.of real resources to the developing oountrles, and shall make’ suggestlons""
, fjfor consiferation by those concerned regarding. the 1mp1emeniat10n of its
“ o gonelusions ! The! Goimittee shall review, on a. oonthulng b351s the '
progress madein fulfilment of 1ts suggesblons,

. _(v) The Developmerit Committee ‘shall ostablish a detailed programme of work,
S leing ‘account’ of the topics listed im annex 10 of the Outline of Reform. -
The Committee in carrying out its work- shall bear in mln& the need for
__CO"OZanui¢On wath other 1nternai10nal bodles?'

e (1) ""the ‘least developed countries and (11) those developlng .
" countries most serlously affeoted bg balanoe-of-payments dlfflcultles
Fivthecurrént - 51tuat10n SRt : .

ﬁ(o)j:The Development Commlttae shall glve urgent aitentlon to the problems

57. .. _The. Development Committee held its 1raugural meeting in Ootober 1974, and“examined
the s1tuat10n arising £rom its terms:of veference .and adopted its initial programme

of worl: ‘The Committee held: itsisecond meeting 1n Hashington on, 17 Januany 19753 its
Executive Secretary presented several reports on the 31tuatlon of  the. most seriously”
affected developing couwtries, measures to adgust to the new. outlook 1n commodlty
prloes and the future work programme of Commlttee

58. The members of the Commlttee engaged 1n a g@neral exchange of v1ew regardlng %he
present 51tuai10n and prospeots of the devoloplng oountrles - Members. nhoted that many
developlng countriey found themselves iy serious dlffloulﬁles as a result of *
substantlal adverse changes in théir terms of trade and an aaequate flow of external
oapltal The Gommlttée agreed Ahat the 1ndustr1ailzed countrles shoul& seek to’ adoot
such’ ad3ustmen$ megbires’ considered: necessary in. thelr olrcumstanoes in suoh a Wiy as
to avoid- any reduction in‘the net flow of real. regources. 40, the. developlng oountrles,
seeking to “improve the conditions under which developlng countrles and 1nternat10nal
development finance institutions may have access to their oapltal mar&ets and to
improve the real volume and the guality of official development assistance. The
industrialized countries should also aveid trade restrictions that could negatively
affect developing countries exports. The members of the Committee also stressed the

e
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importance of continued and expanded co-operation, pax%icularlyvinatp_ ans
technology -and nanagement skills, between the irdustrialized and surplus-oil-~-
producing Co?ﬂﬁri?SJw,f‘;v e SEee T e - .

trapsfer of .

59=AW.th'bpﬁﬁiﬁteéiféiizthaﬁ;fhe'bi1;producing.aouﬁfries7shdﬁ1d_5¢egf%o;:fﬁiiﬁﬁe :ﬂ'yf
andyexpapdﬂtheirﬁaSSistanpé'ipfghcofdahpe-with their.finqncialﬂqapacityﬁﬁb"ﬁplsg'fj”52‘
60. EgTﬁé_bpﬁmiftééfagféédfﬁﬁqﬁ‘fhe situation of the-most:ééfiéuéiyfaffééfed1d5uhtyiés
requiredmu?ganﬁ7treaimentvflIﬂ”th§ﬁ7dontEXt{’it'welbomedmthe&actipn,ﬁakéh‘byfthf o

Interim Committee with d'feéﬁect“%o-a;contiﬁuaiion_and»expansion of'th_égflfféﬁiliﬁﬁ:f

and the establishment of a Special account *in order-to reduce : for the most seriously

affected members the. burden of interest payable by them. The Committee invited the
Executive'Bdagdsfpfvthewpéﬁk and the Fund to study the :desirgbility of creating a
special;t;ﬁ$t'fmﬁd;théifWOﬁléfprOVideadditionalahighky;congegsional.iesbﬁroes for
the. most, serious] affectod cowntries " 4 oot U

61. The Commitbee also ih&itedfﬁhé*ExécutiveBoardbf{£h§ §éhk_té_@pﬁer{ake a
study of the coneept of Fhird ﬂin&ow“}lending-byrtheg@ank‘Qn terms. intermediate
petween those of the Bank's Toans apd those: of the IDA's-eredits. . .

62yif¢The=Cpmﬁi£teéﬁip3foEfé&'ﬁheﬁséqre%aria$'toxpnopgsewsuch-measures_as‘might be
considqre@ujoﬁprdyotéfindﬁeaséd unge of capital markets;hy-developing_cguﬁtries'and

to facilitate Thelyr access 10 such markets.

63. .The.Committee also agreed that the puture work of the Committee should focus
on the basic long-ierm needs of the=developing'countrigsp;,It,instructed_its‘_,
Executiveg$égrétaryntgjinitiaté7a broad -and coniinuingwreview;of:thegquestion"of
the tpansfer of real resources in order 16 foymulate recommendations as o how the
required transfers of real resources might be met thrdughﬂexisting_dr.ﬁéw}financial
- MEcanisns and . arrangements. : : )

fhe Committee. was glad’ to motethe announcenents made?ai=théiﬁéétiﬁéfgfiégtiqﬁs

6p. _
whiqhqpermiﬁ_thewﬁullﬁéﬁfeﬁtiteneSS‘of‘thé:IDA fourth replenishment, .and urged .
sjmpa$heticfbonéidexaiipn Qf théfproposals'recentlyhput forward by.the World Bank .
for an increased progrémme’ of Bank: lending. - 7o oo e e

_65. A% its third meeting, held in Paris on 12 an 13 Tume 1975, the Committee

reviéwedgﬁhajpresgﬁi'sifﬁaifqn“aﬁdrthe‘meaiumeterm-andﬁlonghtqrmgprospgats:of the
déveloping”cbuntriés;“ﬂIt;ﬁrbadiﬁ;endafsethhe conclusion. of the World Bank study
that, if the developing countries are’ to’ achieve adequate growth rates in the. - .
rémginingjyeaf$ 9fjﬁhefgepé@e; fhéy-ﬂiil‘require'substantialﬁincreaSgsgin,papital{_“
flows, both official a@ﬂfpfivaigg.énﬂ’%hat'among'otherithings.they,Nillbtqfuhdéﬁﬁgké:

at th@"same“timg_gffbrﬁs‘tb-inbreaée domestic resource mebilization and %o expand.
exports. The requireménts of -the 1oy~income  countries should be;mej;pn”izpridfifyff"
basis. ¢ Committee rTecommended urgent steps to meet the balance-of-payments needs
of tpébmos#,seriquslyréffécted'0bqn%ries;. RERT ettt et e
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66.  In the light of that situation, the Committee re-emphasized the urgency of
improvihéithéirbélﬁ@élnme~and_qudliﬁyfé”:ﬁffiéial'dé?ei'ﬁﬁfﬁﬁf sistagcs, both
bilateral and multilateral}-and-TevieﬁiﬁgWits*disfriﬁufibﬂf%ﬁ*févbﬁf”6f‘the'poorest
countries. The Committee noted that the existing quantum of aid was still far below
the-0.7 per cent of GNP target for the miaale‘qf_the_Secchajbéyélopmggt,gggadeo_,In
thaﬁf@ohngxioh;l%heﬁGbmmifﬁee‘thed'thai‘negotiations for the Fifth replenishment

ofleA*ﬁeyé~sphedule&-ﬁoistart'1gierfthaiﬁjéaré'
67.  The Committeé agreed that thede should be an expansion of the lending programmes
of the World Bahk-and the regional development banks. The Commitiee decided %o Yend
its uhéhimbusréﬁppdm%-%b-ﬁheVESfébliéhmént forone year of:a;héw_iﬂtermediatg_lending
feicility in the ‘World Bank known as the Third Window. 'There will be need for
eligibility ¢riteria which-will Favour the developing counitries with.an anmal per
¢apita income of less than §375. -

68.  The members of the Cbmmitﬁéé_aéreeﬁ'fp;ﬁ?ge the Exeoutive Difeqibrs'éf_thé‘Fund
10 consider all aspects of thé establishment of é'Tfust”Fund_@s well as to continue

the study:of!all“poséiﬁle*sourdes;bfffinan¢ing, o

69. - The Committee apprecigted that private vapital flows must comtinme to play

a substnaital role in helbing ﬁO”mee%”théiévér—allﬁcapital‘needs'fqr,dévelopméntf.

It noted:the importance of measurés to facilitate and expand the access of developing
qountriES.torcapiﬁalﬂmarkets;'and*IQGOmmended“expandéd‘tééhﬁica1 aésistance-fo '

developing countries séeking such- access.

70.  -The Commitiee recdgﬁigedithe sé?iouSness’of'fluCtuaiibnéfinjfhegpribes a@d;7
earnings of commodities and the need for effective measures to reduce such 0

fluctuations. It alszo expressed its earnest hope for maximym progress in trade -

liberalization duriﬁgfthe'ongoing'mﬁltiléieraljtrade_négbfiétioﬁs!




IIT. MONETARY. TSSUES-

Evolutlon of the min 1nternat10nal monetary eveﬂts 1973“1975 and thelr i
::1mpaot on trade and develOpment in Afrlcan countrles o i

~571. The sTudy presented to the Assoolatlon of HLTlCaﬂ Central Banks at 1tS',

“-third regular meetang (Internatlonal financial and monetary igsues - their .-
implications for Africah irade and develoument (z B/ Gl {4/AMA/40)) had ¥raced ..
the princiyal international monetary events from ithe beginning of 1971 to

, m1d~1)73 after the second devaluation of the. Unlﬁed States dollar- agalnst

" gold en 12 February 1973, “the agreement of 17 Warch of the same year. oh : o .
fluctuations of burcpean Communlty carrencies -and, the revavalatlon of the

< “Gormai mark; It wss concluded tha% desplte all: tnose measures, the. upheavals
had not been stopped and that the exchange markets were far from recaverlng .
ey gtability. : - ‘ ‘ RELTRS .

_.72., Indeed, it was noted that short—term interest rates in Earope were-
i _tlnulng to rlse sharply, reflectlng a generai shl £t in. the stance of"ﬁ

pressures. Investment of funds in Unlted States dollaxr assests decllned.
Speculatlon was also reduced, and both the foreizn exchange anhd .the gold
markets were oomparatlvely qulet. Tnere was renewed weakness of the United-
7_&ﬁaies dollar against most uuropean currenciess.: In mid—-Jaly- 1973, the ‘
'E*curfen01ns ir the, narrow—marglns agreement, the Sw1ss franc and: the ‘Austrian '
schilling had appreclated againgt the dollar by amounts ranging' . from @ per: .
" cent to 18 per cent in comparison with early day rates. This depre01at10n

of the dollar in iae foreign. exchange markets was veflected in a new wave .
of sp culatlve qct?v1ty 1n the 1nternatlonal gold markets.,-" S R

E73.' Inﬁernatlonal exohange developments durlng ﬁhe year 7973 ylelded to-a““¥'
Humber of very gerious events on the world economic and financial scene:
acoelerated inflation and $he rige in oil pricss.

74. The high rates of price infiation that accompanied the expansion of
economic activity during the latter part of 1972 and early 1373 made them—
selves increasingly felt. The counter—inflationary policies that had been
widely adopted in the industrial countries did net slew the advance of prices
in 1973. The inflaticonary upsurge in 1973 was by no means counfined to the
indugtrial courtries. It also affected the developing countries, where the
acceleration of price advances was sharp and pervasive.

75« '%Whe international economic situatior and outlook were sirongly affected
by a sequence of developments relating to oil late in 1973. Since then, oil
developments, especially the incidence of their cosit-raising influences, have
affected many price movements and the direction of development. The inter—
national payments system was upset by the rise in oll prices. ALl imporiing
countries had %o carry out fundamenial adjusiments +to adapt to the new
shape of the oil market. There followed changing currency relationships and
gubstantial shif$s in the external current account bhalances of individual
countries, lezding %o major changes in the magnitude and direction of inter—
nabtional capital flows. These changes were accompanied-by pressure on the
exchange markets, whichwas absorbed through-fiuctaations in floating rates.
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in oontlnental uurope. “%;s was followed by renewed appréola“' [ o
otoor magor ourrenoles agalnst thefdollar.ﬂ‘The dual'exohange markets in

! i} ' ) ' ‘another
_ahd relatlvely
ansthelr;’ wers’
‘refleotlng '

: _Mghout 1)?4 and the First h”lflof 1075, gen Eally
toe weakness of th']dollar as a contlnulng faot N

77 CPhe 1mpaot,of monetary problems and adJustments on the trade aad- develop~
ment of Afridaid couniries was ‘stfesséd in the document ménticred aboVe. e
The period since thal .document was .prepared has bgen particularly marked by
oonstant fluotuatlons in the exohange rates of %he prlnolpal ourrenoles,_ 7
The ey 51tuatlon of greater exoﬂange Tate” flex1b111ty posod new_ problemS"‘
of ° adaptatlon for the deve10p1ng oountrles. Hl“ﬁlJ varlable relatlonshlps
amnong tho :agor currenciés are ‘s ‘solrce of unoertalnty and 1nstab111ty For
tne dovelqplng ooqnprles."lhey affeo‘ the exchange- rates of ‘such countrlesf
in ways which do ‘not always meet their owid neeos, and make an appr09r1ate "
'”exouanne rate response on ‘their’ part partloularlj dlf icult.  Th1S state of "
affaive is an ‘additional burden fof the developitig oounf:les, Wwhich run” thej
risk of losses in exporfs ithrough depreciation of forelgn Currencies-in’
wiiich sales oontraots have bsen invoiced. Bimilar oon31deratlons apply to |
the ‘valuées ‘of forelgn finandial assets, or exﬁerﬂal oebts 1nourre& by - "f
oevoloplng oountrles unoertalnty caused by roatlng exoha'fe Tdtes haga
profound 1mpa of economic management and” plannlo‘jxn the'developlng ooun—j
tr;o”; where’ badgetary Trevénues are often: Highly oeyenaent on export lev1esi
and import duties, and may be’ affected by “exchangs rate fluotnatlons,, The ~
possibility of hedging %ransactions in forward markets represents & néw
cost burden for thesge oountrles, and obllges them %o resort %o new market
facilities. 1In sum, in’all-the-problems posed by wrncertainty in the monetary
51tuatlon and exchange rate pelicy deolslons, the developing countries mest.

often suffer a comparatzve dlsadvanuage in relaﬁlon'uo other countrles. e

H

8. IMb has put lhto effeot a set of Guldellnes for the Management of
Floatlng hates, and has reoommende& that members shiould use the
- endeavours to observe them, They are 1ntended 36 yrov1de orlterla that -
menbers.’ would observe 1n performlng thelr underﬁalln g8 . They ‘are” based on-
the assumptlon that in any 51tuatlon'of floatanb‘lt may be de51rable (a) to
emooth oub very shorterun: fluctugtions in market ratos, (b) toeffer g 40
neasure of reSLStanoe o market’ tendénoles in ﬁhe slig shtly” 1onger pny
(c) 45 form a reasonable estimate of the medlum—marm norm for a oounﬁry's"ﬂ
exchiangs rate; and (d) o take- adodunt of mbmbers! ragerve pn81 ; S
ihe-uuldellnes are of a tentative and experimental character.:

1/ Anﬁaalwfép&ft;'1974““(washington,*Inﬁernatioﬁal-Mdﬁetary'Funa;vf9?ﬁ).
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TG, lable 51 shows the exchanga_ratasrnfﬁnosiwﬁfmlcan,curranc1es agalnst
the United. States’ dollar, and thé evolution of such rates between 13 August
1071 and the ehd of March 1975 “he $able’ alsoulndloates peroentage varlaw
tions in these rates between the two dates. .Only tiwo ourrencies; those of "
Egypt and” Ghe Ay depreclated more than the US dollar. The currency of seven
countries: Kenya. Tiberia, Malawi, Uganda, the United Republlc of Tanzanla,
Sudan and Zaire ~— ‘devalued with the dollar, thus allgnlng their rates with
the United Statés ourrency. ﬂost Africafr currendéies were revalued agalnst
the United Statés dollar. The extent of reValuatlon differed from" country .
to countryi and Varled from. a mlnlnum 6f Q.83 per cent to . a max1mum of 37, 6
per cent. It may be noted that the most: substantlal reValuatlcns affecteé
“the currencies cf African colntries in the franc zone, whese rates continue
. %o be fixed against. the ETench franc, and those of certain other countrles.
'Al@erla, éambla Tunlsla,' thlopla and %he leyan Arab hepubllc. o ' .

80_ uost exchange rates in ifrican countrles are stlll flxed agalnst a
forelgn currency. The rates establlshed agalnst the Unlted States dollar'

are those :0f Egypt ‘Ghana, Keaya, Uganda, the Unlted hepubllc of’ Tanzanla,;'
Sudan, Zaire, Rwanda, Burundi, Zambia, Somalla, leyan Arab Republic and
bthlopla. Those . fixed against the pound sterling are “thoge of Sierra Leone,
dauritios and the Gamblau' The currency of the brenchnspeaklng Afrlcan

. counurles which are members ‘of the west African fonetary Union and the Central
African Wonetary Unlon remaln llnked to the French franc, wnlch is thelr '

1nﬁerventlon currenoyc

81, The recent perlod has w1tnessed several events of great 1mportance in,
the monetary and economic :E‘1e1c1.= The . develwpment of world inflation, the
011 crisis, .ihs Declaration on the . Establlshmenﬁ of ‘a New Intérnaticnal =
‘TEconomic Order and the report on ‘the. 1nterdepenuence of problems of trade,'
develoPment finance and the 1nternatlona1 mcnetary system are partloularly
worth s‘tressulg» s

A

' Tﬁé”éﬁbblem of'inflaﬁiﬁnt

82, The World economy has been domlnated in recent years by a su009331on of
monetary crises and upsots, bt recently, and espécially during the years
1973 and 1974, it was in the throesaof Wldespreaa 1n;latlon. This set of
events and s;tuatlcns Gonsﬁltues the most serious problem te confront the
ac0onony and growtn of the 1nternatlonal communlty “and nat%onal Governments 5
for mors. than “$hirty years. Currently, both in ﬁhp develqped World and in =
the develnpﬂng world, inflaiion is the most, Serious problem of’ economzo'
policy with which governments are deallng and to which they are attemptlng
to find satisfactory solutions. The werld~wide efforts ‘whicl resulted in S
the formulation of the Internatlonal Development Btrategy are called upen

to make concentnated and concerted efforts to prepare an ln{e?natlonal
strategy against 1nflatlon._yf_, E N
&3, In fact, inflation existed throughout the world, and part cularly in
the 1ndustr1al countries, from the 1350s and 19808, At the beginning of “the
196Cg, the avernge price increase experienced by thoge ocuntrles¥Was about
2.5 per cent; but, at the time, those who were alarmed at what. w $hen.
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T o emdu.w}f =Bxghange-rates for . Africspn ourrencies Hﬁ...d._s.u.&oa m._um&mm dollars and
tES = @munmﬁ&mmm change dmcsmms K ?ﬁc.ma .Gf mﬁ@ Spo ms@ of Mareh’ ‘_mau T e e
o ST , ”mmw.dmswmmm vhange against the
o T zm.ﬂ.csmwzoﬂﬁ.@wo% Eﬁ&.m mmﬁ cﬁwam@sm&mwwm dollars f.ﬂsw‘nmm States dollar between 13
i ..,._w gm.« k_w,: “after 18 Bnd February End March Augus ._wj and”end-March 1375
. Decgember 1971 1973 1975
’ R Y aoﬁwﬁﬂ.mm whose currency has
e . been @mqmwsmm more than .ﬂpm
) ) .o dollar -, .. .
mmuﬂﬁ& |m.\ Ou a.wh.@ : s Ve L mee Ouww.ﬁ .|U\ ’ R -10.9 w._ .
Goane 3/ 1,020 1,974~ 13149 C49 ) 0 =12 e
) o : . "II. Countries whose currency was
) = T devalued with the dollar
Kenya T,4143 Ty143 - Ty 143 Y S :
Liveria ; 1,000 -~ 4,000 © 15000 Y _
Malawi U, 833 0,768 .. 0,806 a/ . . -
Sudan 0,348 a Y -
Uganda 1,143 7,143 T 143 B )
United R. of Tanzenia 7,143 7,143 DT 74143 o YA |
Zaire 0,500 0,500 0,500 0 - 0,500 % - :
TII., Countries whose ourrency has
L _ been Hm4mwﬂm@ mmm“:pm.w .Ep@ mopwmu
Sierra Leone 0,833 0,768 0,806 ,826 of £/ - +0.87
Kauritius a/f 5,356 5,117 - 5,360 549 ef i..w.
Botswana g Gy T14 0,750 0,750 11 8/ +64
Lesotho ¢ 0, Tt 0,750 05750 - = 7 . +6.4
Swaziland Uy T4 0,750 0,750 1 d/ +6 4
Nigeria of 0s.57 10,329 0,658 ,a/ +T7.5 o
Rwanda ._oo Q00 wm 105 82,900 ) b/ +T7.8 AR
Horocco m\..\ 55060 661 ¢ 454950 - 80.4/. 8.1 . o
Burundi _ . . md.uoo‘ mq moo_ \,.qm_,wmoq B SRS | 5 KA
Zambia =~ “CyT14" ~ Qg T4 20643 0. .”-K 1.4 7 "
Somalia a/ = ﬁﬁu 6,925 64233 s/ #1345 E -
Iibyan Arab m%s.ﬂwo 0,357 o,wmw 0,296 % o/ .. +206 .
Ethiopia 2,500 2,303 2,072 4 +20.7 S e e
Tunicie o 0y 525 0,484 0,435, a/b/  +20.7
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called inflatipn:couldobsarve-that- the phenctencn—ias:accompanied by ak
expangion of, production-and a repid.improvemarmt—in levels of living. The-
price-of ‘infla%ior did not appear to be too high, - since 1nflat10n helped
-_to premote real annual growth i moet economies. - . o
L 84,; Slnee tbe mlddle of the ?9605 end the heglnnlng of the | 197@5, %he main

indugtrial, countrlee have: encountered gerioud. difficulties in seeking te
continue %o reach their growth and employment -targets while at the same
tlma_ggnwa;ﬁlng price rwses;- These difficulties were generally manifested -
-.dAn- $he gopdinuation of high levels of inflation togetherwith: a rapid ex~
pans1on ofhproductlon and a rvisge.in capacity utilizafion ra+eeu !However,
" the exranmsion of economic dctivity between 1372 and- 1973 was: acfompanied

by high rates of price inflation; whieh led the:authorities . sfimany indus—
trial couniries to introduce or tighten policies of financial restraint..
The impact of stch policy actions bas begun to take effeci in: several coun-
fries.z For the.industrial couhtries as a group, the growth of réal GNP
dropped from an' annual rate of 8 per.cent in the Ffirst halfiof 1973 to abdut
3:per:.cent. in the second half; but ‘theocounter~inflationawy pelicies that -
have been widely adopted in the industrisl couniries did.not slow the advance
ofcurices in 1973,  Indeed, the opward movement of prices was aooeleratlng!
reinforced by shortfalls in agricultural produetion, a steep upsurge ixn
primary commodity prices and other factors. The annual rate uf;prlco increase
dn wfhesecond half of 1973, compared with the first half of the same. year,
was 10 per ‘cent whlch represented an extremely High anﬂ very serlous level

of . 1nf1atlono..a‘

85, The inflationary upsurge in 1373 also accelerated, both in the more.
developed primary  producing countries and in the ceveloping counmtries: : In
the . latter group,. theaccelaratlcn of price advances was sharp and: unpreceden~
ted. The: percentage change in consumer prices between 1972 and: 7973 was
“about 25 per ceant; bat the figure for the African coniinent was eubstantlally
~less: alaming .‘slnce it had not exceeded.7 per cent. Nevertheless, it
should bei eﬁressed that this acceleration took vlace against a background
charaoterlzed by a remarkable expansion of -the developing countriss!? expor’t
- garnings,; sharp increases in the foreiga currency oosts of their 1mports and
an effeeb1Ve depreclatlon of. their ocurrencies since 1971, - L

86 The end of the. year |973 WAS- marked by the 011 orlSls, whleh trlpled
_ the averege export prices for crude oil and occurred at a time voen,; for'.
various: other reasons., economic proepects fer 1374 showed signs ofia- elow~
down in growth and an increasingly serious average rate of inflation. 1974
wasg cnaracter:zed by negligible average growth, or. even decline, of: GNP in
certain: industrial countries. Everywhere there was a slowdown’ in economic
activity, 'or even a recesslion. At the same time, price statistics showed
that fthe inflation rate was constantly rising; the eounter-&nflatlonary
pollcles adepted by the insutrial countries did not succeed in slowing the
advance of: prices. - In the industrial.countries, srowth in' GNP Fell whlle
the deflator surpassed the 12 per) eent Tutie. observed at the end.of: 1973
Compared w1th'the first quarter of 1}73, the firgt quarter of 4974 saw
percentage’ ohangee in consumer pricés. reaching 37 :per cent for. all lees
develoPed eountr“es and 14-per cent for Africa. : : L



87. - a3 : ic ﬂat the Ainternational level was
marked by & . dls+1not droP aitoun ¥ gl Ty -:;‘ed with - a rapld
increase in -unemployment and accewerated prlca rlges, This jll-omered . ..
phenomencn, known as "shagflation', presents those r65pon51ble £or.'economic
policy with a cruel dilemma. It is agreed that prospects are poor and very
ccomplexs there are very few .factors which are likely %o buoy up the economigs
situation in theindistrializod countries during coming months; counter- -
inflationary policies. have besen sgirangthened everywhere, disparities-in. . -
balance of payments are more and more substantial, and there are fears of .
a marked deﬁerloratlon in the economic situation: in those- countries. Never—

- theless, in all-countries the fight against. inflation is regarded. as iz
prierity objective, while atiempts are made: ﬁoccuntbr_anflatlun in-a- flex1ble .
manner; in order o avoid.a sharp recession. & e o

Magg‘ The Inter1m Commltiee of the Inﬁernatlonal uonetary Eund whlch held
its second. mee+1ng in Washington on 15 and 16 Janvary. 1975, exam:ned world
~ecanomic prospects and. expressed great concern as to the.intensity and
duration.of -the current recessions . It urged: the parsuit of . anti-recession
“Mjp01101531 w1thoub, -however,any break in the struggle against inflation,:.

espogially in those countrleg w1tn relatlvely strong balance of payments
‘p051+1onso,; : ¥ =

89 It appears that current 1nf1at10n wag, In orlgln, the normal man:festa—
"tion of surplus demand. JTn all-the developed. countries, economic activity
accelerated sharply and aggregate demand rose to high levels. It shouwld
also be recalled that during the upsurge of global demand in 1972~1J73,
rates of . monctary'and=credit'expansionfpermitted'by?prevailing'monetaryejﬁ
policies wers excessive from:the standpoint of controlling inflation. There
.owas & laxity in the conducti-of ‘monetary and fiscal PDllCleS whlch, no doubt

cver«stlmaTated eoonomlﬂ grOWuh in- many oountrlesa i o -

90.‘v”hep ?"sures of denand are thus at the or1g1n of current 1nflatlon, and
the rises in price of numerous commodities and food products should hs rem-
garded in themselves ag an.aspcect of inflation: induced by demand. - ‘Howewer,
those: pressures were, of course, accelerated by factors encouraglmgrlsgs in costa,
gsuch ss the increase in theiprice of crude oil. :Thege: factors of sost -
inflation themgelves produced this combination of inflation and recession.
Mentich should also be made of the restructuring of prices due to wage claims
" andg the. indexaition of many: wages and Soclal beneflts, as well asthe aprllca+1on
f "proflt marglﬂq - ST . : S

9l. Thas Wluh the. development of: the degree of 1ﬂfla310n gince ihe 19503
and-1960g, fhe character. of inflation has alsc.changed; w1th the factors .
of oostunash pl JlJ an. 1norea51ngly largn role. L ‘ : : i
92, 5everal &evelop:ng countrles and prlmary proaucers are sufferlng the -
~effects of:thisg inflationary. situation.. Because of slower expansion in the
industrial worlidy the rige in theirrexport volume and in their rate of :
growih has' been sharply reduted.  In thé economically least developed. soun-
tries, the percentage change in real GNP Compared with the-previous year -
congtantly fell beitween 19069 and 19745 The share of the volume of exports
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to the developed countries was 10.1 in 1969, 3.9 in 1970, 6.4 in 1971 and
6.7 in 1972 Several of these developing countries will be affected by
the deterioration in their terms of trade. The volume of imports essential
for their development will probably be reduced beczuse of the upsurge in
external prlcesn““

S AT D e el J

_The o;lnexportlnw countrles are perhaps 1ﬂ @ Very dlfferent SLtuatlon,

Ok » The conalt;ons llnkeﬂ +0 the' situations- prevalllnw in the 1ndustrlal -
countrles alao affect the developlnm countrlesu &ny 1mprovement or; worsenlng

tlonary preﬁsures oxzthe develoglng countrlesp;«~-~‘

95. TIn Afrlca, 1nflat10n contlnaes to be! the areanest preoccupathn. K “.'""\
trend towards 1nflat10n began to’Be £elt in' most African countries.in the
middle: 19603. ‘Tt is reflected by the consumer price indices.: . Betweeﬂ 1965
and 197Uq the aniral average price rise for- all:African countries was. per‘
cent. " Betwedn’ 1971 amd’ 1973, the change over. the previous year was. 6, 5, vy
and 7 per cent. The change between the first quarter . of 1973, and the flrst o
gquarter of 197& was sharp, reaching 14 per eent, which indicates a feneral
and’m rised 1ncréase if’ inflation rateés. - Although these figures are alarming, :
heir order of’ ma'nltade wWas EEﬂerally lower than half the changes recordedw S
for 'cohomlcally”'é&siiaméleped countrles & a greup. . Coe o

.3 Compared w1th 19703 the cumulat1Ve rates of- the consumer prli 1
represented 11 per cent at the end of 1972, 21 per cent at the end;of11973
and AO per cent at the end oi the flrst half of 197hq

aoa

’97, _i ‘11arly9 the money supply 1ncreaoed durlng the years 1970~1973 1n _;'__'"
fdeveloplnu countrles ia Africa at a:hipgh rate. The average annual rates of -
“ineréade were ofter 2 to'3 times higher than the - rates of _increasg .in output )
at ‘constant prlce¢ ;/ This large expansion. derlvea from the rlse in Iovelgn '
assets:and uhe éxpan51on of bank Credltn

93 “Thus in 1973 “anid: 197&, Afrlca, whlch for a long tlme wag. an area R e
sheltered from” 1nflat10n, experienced largewscale w1despread and “tlnued
irfl4tion 1inked parklyito world :inflation and the rise in oil prices and -
partly fo factors inhepént in ‘the neture of African economles. Consumption
o1 the -gpot in ‘Pural a¥eas, diversities ip food oonsumptlon, which f?acment

the” market d@iid ‘Tinit-the spread-of price rises, the weak linKs" betweeﬁ the
marketing of food products and the-wmarketing: -of 1ndqstr1a1 producfs; depenuence-'
on outSLde, largeuscale State intervention, schemes for the fixing of prices 3
'for producérsy’ and .86 ‘on”are ‘so:many factors which make it fairly compllcated -
to/ analyse the problem of inflation'in Africa. Indeed, several types of - “““j
inflation m&y be identified on the basis of origine Impepged inflation is

a pre OF w1despread.1nflatloq which originates out51de the country.. It is -

§7f§5F¥€§be;eeonomie andnﬁaaiai;éénditié35 in Afpéca;'1974:£E/Q§?1ﬁf632)i'~
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cominon to allwcouEtrias4_ii,aiﬁscts*thawsxtaznal;maxkst_fnrWprvdudts;'with”%““
dispari$iés?arisingtfrpm@iﬁa{qombinaﬁipnfwithfp$her types of inflation. .
Price riges are continuousfandlregglaﬁ,__ﬁnother.typé of inflation is that

caused by increased.demand, and-is more marked. in relatively presperous

countries. The rise in price of raw materials expéﬁ‘éd"by'cef'tain'ﬂfi“iﬁan“““=
oouﬂtries?representsithe_inﬁe;nal,causq;of;suoh inflation. These substan-
tialfriSeS”HadiinoreasedgiheTresourcpgﬁqumarketing_Qrgénizatiohs and the
fiscal re#eﬁae-inqceriainchuntnies,L@xpandinggpublic_an& pfiVéié:demandJ'”'ﬁf
The unevenness in this rise partly,gxPlains,thgﬂdigpa:ifies_infﬁhe_tjeﬁdw¢§,_
nztional price indices. Together with price rises, wage riges and expansion
in monetary policy .were noted.. A speeial type of inflation is inflation.
caused by ‘the’ serious deterioration im conditions for production in the -
Aerican countries affeched by.the tragedy of ‘the Sahel, This is a seasonal
type of ‘inflation:characterised by very pronounced. gaps.in changes in the,
prices of' food productss ili:is fairly diffi@ﬁithtowﬂiscgrn}fsinée'itfgcéurSf;
principally in raral areas... .t .. . ce . - Cor

8G. ’”ﬁése”iyﬁéé'ofﬁinflatiéﬁ,reflecfpﬁhqQdiﬁefsitj of #hé'éébﬁémic éitﬁé%iaﬁ}

in Afpiean countries: -Nevertheless, the growth of demand remains the essen—..
tial element, and African countries are”stillanotﬁsuffieiegﬁijWQllzéqﬁippedf'
to combat inflation. Structural reasong cannct be quickly.dealt'wiﬁh,“ahd"”
monetary policy is not yet sufficiently effective to nentralize the. effect -
of world market Factors, ii.- o LT oo a0 e e ER

100. At the same time, it is olear that the application of the principles of
economicfpbliqyiﬁﬁthéldﬁveléping*countries will take account of, the special .
circumstgﬁéés_in,ﬁhosapéoantriés and ‘differences between -them. Some countries
are nb?ugxperiencfng:balanoe?nf-paymenxs;constraints;and-can permit themselves
a poliey of maxifmim: balanced growth.. 'This is:the case for the, oil producers’
and the primary producers, which have cuccesded. in recording balance of |
payments surpluses. UThese counfriss can cope with the arowing burden of the
Tige in import costs.’ Neverthelessy they will nced to balance-their growth .
rates wiih’fhéfaccumulaiiOnﬁbf*reserves,;assign,nigh:pyipriﬁy ‘to. the adoption
of non—inflationary monetary and budsetary policies and. give special atten— .
tion to ‘their real exchange rates.. Other countries with low income levels. .

will fih&‘it*diffipult“tbﬁedpe-wiﬁhfreductiqnsrim;imPOrts'orﬁihlﬁbmgsticf.

production. They will ﬁ?ﬁé'f°3fe&aée&th6~pressure$?@nathei?LoveFallf¢apa¢i€¥
and :esorj'to”SOprces:QffCohcéésiOnal”financewﬁ PO DT T

PR A SR

101, Inflation has eaten awdy the value of reserves in -African couniries, and
has obliged them to Gse their reserve-asséts bo a greater extent.  Inflation,

has also boostéd import prices and to a:certain extent reduced-the value of .
assistance to them, wiich has in any cdse deslinedi- If in .addition inflation

hog benefited almost all developing countries by reducing the burden of debt
servicing compared with the value of their exports, it siould be stressed that for
several such countries, and hotably the poorest African: countriesy. this gain’

ijs still smaller than the loss resulting from the teterioration in their -

termg of trade.

102, Inflation is a world-wide problem and, accordingly, all countries should
be expected to contribute to its solution before it gets further out of hand.
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- It is on the indugtrial countries_ thau the ohlef'respon51b311ty falls.
Efforts already undertaken should be=transformed into a clear-out strategy
to malntaln balanre between supply and demand; demand managemsnt policy..
should af m for a lower fate of 1nflablon, at tﬂe same time, _supply conditionsg
should be’ improved to strengthen prodgctlve capa01uy and to allev1ata.cost
pressuresn' : - :

jf Lhzﬂlwas theiappearanoe of clear“smgns 6f a. gldﬁ4
regardedwas a genera] ebonomnc reversai.‘ Altnough'%h oughout 1974

J'WOSﬁerﬂ uountrJBQJ‘ Towards the end of 1)74 the eoonomlc 81ﬁuatlon 1n the
1naustr1allzed coun*rles was marked by ‘the. slmulianeous occurrenoe of exoep—
tlonally stromg ¢nflatjonary pressu“e of between 15 and 20 p T, cent in. 7974,

_a trend towards 2 slowdown in economic aotlv1ty with a. fall 1n 1udust;1al

."productlon,‘and incvease in unemployment and a-gdbgtantial duf1c1t on, forelgn
trade "id mostcof thESe oonntliebej At -the beglnnln of 7975, prospects wWere
marked]J lésa favourable,_ LbOﬂOMlG 1nd10ators in ‘most Western countries -
reoorded j substantlal aggravaulon of recesslonary trendso; Desplﬁe contlnued

"”gbe glvnn over to the fl ht agalnst TECGS:lOH, and uot agalnuc‘Lnflaflon as

‘prevlouslj.‘ In the other western countr“es, the flght against ] nflatlon
_ceased t0 bBe the Blb¢ﬂglve concern, and ylﬂlded to selectlve meagiirgs .of.
:reflablonn“ Thef qminant concern Was hnncefcrth bo limit. thu-WOT°eﬂlﬂg in -

7 th'e’ Tevel. oL empl ymgnt whlle at the same tlme av01d1ng a fresh.burst of -
Cintlations VAt the end of tne firgt quarter of 1975, it was- noted that. reces-—
gionary trends had worsened in almest all the western economies. In the-
asphere of monetdry policy, the, central banks had lowered; their discount rates
_and fabllltated access to credltn_ lhese .measuyres. fell Wluhlﬂ a- framework. of
. 5 ernnentam poll y to’ maLntaln economlc act1v1tyn‘ lnter—bank interest rates
f;fe I Weverthe‘e B8y the " rap1d rige’ in unemploymenf centinpes,. the - inflation
‘fraﬁe stayed at a hlgh tevelj and evenr ag. in. Iualy and the United. KJngdom,
:oontlnued to accelerateu "At the end OF the fixst half of 19753 the recession
was ccntlnuxng in most western countrles, whlle the winflation -zate -had been-
_“falllng markcd}‘ hce the baglnnlng of the yearp- Accnrdlng ta OHCD "estimates,
Tthe GNP of ite 44 mbmbar countrles durlng the firsi half of. 1“75‘w1ll<record
‘a fall” of 3 per cenx in veluae. uompared w1th the second half of, 19{44i Slnce
s end of 197J, unnmploymen+ ‘has praotlcally doubled. On %he other hand,:
;ihellnflatlon rate, whish still stood at 15 per cent on average - at mhp end
TTOf 197 &uostaﬂtlally felJ to aboui 10, per cent sin April, 19?5 L

104. ‘Tt may thuq e expected hat 1nflat10n ir Afxlca, whlch ig largely
dominated by external fac¥ors, will in the coming months be influenced by
new, world sconomic, trendba LTI w e aEraen oo
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105. Duan&;Mugjzmyhquor$a&«ufﬂ973, whlle theumglldueoﬂnomywwaﬁ;uw4me
thrﬂes of teasion Produced by w1despread inflation and food shortages, the
0il crisis- scourred, with the quadre pling of oil pricis, affecting all the
countries of the world which imported that commodity. Flews of finandial °
earnings were totally reversed; financial flows were so large as fo tax the
1nﬁerﬂat10nal monetary bystemo_ ‘The dramatis 51tuatlop caused by these:‘
eventa represented a vnrltable ohallenge 1o 1nternatlona1 co~operation, s;nce
it affected all 1mport1ng countries, though to different degrees. The
industrial countries Ffound themnselves faced with serious: balanoce of payments
and - adgusﬁment problems, whlch they were able to overcome thanks o co-
operatlon in thefinancial managémont of their economies. The &eveIOplng '
countries are in an equally gerious. 31tuat10n, bt have no® yedt succeeded in
reaching: the most proplt;ous solaﬁ:ons. From the uOlnt cf view of energy -
| resources, the- developing oountrles whlch are the ain 011 exporters. found’
‘methods of acoeleratlng their” developmento They were 1nev1tably able to
accunulate considerable addltlons to their reserves, and became’ exporters of
”*capltala The overmall total of 011 ircome .for the OPEC countries ‘rose 1o
$90 thongand million in 7974, agalst 23 thousand million in 19730 These
countries are therefore in a pesition to assist thé oil-deficit deve10p1ng
countries. "-Substantial commltments of bilateral aSSlstance and important
contributions to 1nterna+1onal agencies kave been made.  In partienlar, flnanu
cing ‘es been made available to INF for the operation of a special fa0111ty,
the oil facility, which will be able to assist the developing dountries to
cope with the increase in the cost of their LmPOfts of 0il and petroleum
products.: Within the framework of & Speclal emcrgency operatlon the Unlted
Nations is seeking to co~ord1nate assistance, notably through a United Natlons
rﬁpeclal Fund To benef*t the most serloasly affected countrles,

- 106, The other. doveloplng countrles are af;ected by the reperousszons of the
rise in oil prices.: The burden’ of adgustment falls on” their . domes tlc eceno—

smies, and they need financial resources to cover thelr oil 1mport reqalrements,
met from their reserves and from: 1oan),_ Access to finaneial markets to secure
loans and the terms of such loans pose new problens for them,

1074 Afrlcan countrles oﬁher than the oil exportefs are afiong thé countries

~ Taced -with such problems. The impact of o1l price rises for some of them takes
on-vast properitions. = The additional cost of 0il made up 26 per cent of '

imports in the case of Ssdegal, 20 per cent for'] thlopla and 15 per cent for

Uganda. Their energy consumptlon is not sufflClentl elastic to allow a

certain reduction.  The gxpansion of - their ex portésj? can prov1de no 1mmedlate

relief. It is the duty of the international community to come %o their help,

and partieularly 1o the help of those whlch are among the mosT serlously
affected.- : .

peclaration on the Epiablishment of a New Internstionsl Toohomic Order

108, The sixth special session of the United kations General Assembly closed
its discussiocns by adopting a Declaration on the Hstablishment of 5 New
International Xconomic Order (Z;esolutlo_73201 (5=VI)) and a Programme of Action
for its implementation (/resolution/ 320Z(S-VI)).
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109: In view of the coHtlnuLngqeevETem&1@Qm¢u&4uihalanoe in the relatlone’_
between developed and developing countries, anmd-in-the context of the con-—
stant and conﬁlnulng,aggravat1on of the imbalance of the, economies of the .
developlng countrleé “zadithe consequent need for the nltlgatlon of th91r ' _
current econgnlo ‘difficulties, urgent -and -effgctive measures need to be taken .
by fhe 1nternatlona1 ‘comnlunity to assist the developing. oountrles, while  f”“ )
devotiig particular attention to the least developed, land-looked and. island "
developing countries and those developing countries most serlouely affecte& S
by economic orises and natural calemwﬁles 1ead1né to serious retardation of
develoPmenﬁ processee.--- B T S T O

110, With' a wiew o ‘dnsuring: the a;plloatlen of the Deolafatlon on thefA“*'
- Egtablishment of a Wew Inbternatioral Economic Order;1l/ it will be necessary”
0 adopt and” 1mp1ement ‘withip a specified period .a programme of action of

7unprecendented ‘sedpe’and bo Bring about maximum economic. co~operatlon and .
understanding among all States, particularly between developed and deve10p1ng'm
ountrlee, based on the pranLpleﬂ of dlgnlty and soverelgn equallty. T

11l. mpe Deolaratlon eete out 20 vuldellnes on which the new 1nternatlona1 .
economic order should be founded. Ths Programme of iction comprises ten o
sections. Seotlon 1Ty ‘relating to the "International monetary system and

flnanolng of the development of: deve10p1ng counurles”, is reproduced below.‘rh.

_Internatlonal monetarv system and flnanclng of the develogment of developlng fi
:counmrlee o ‘ i

1. Objectives

"ﬁll efforts ghouwld be made o reform the 1nte1nat10na1 .monetary. syetem
with inter alla, the following: obgeotwvee» -

(a) Measures to check the inflation elready experlenced by the developed
' countries,; to prevent §% from.being transferred to developing countries and
to study and devige possible arrangements within the lnternatlonal Moneﬁary
Fund tolmltlgate the ¢ftects of Anflation in deleoped countrles .on the o
ecomomlée f‘develoo¢ng countrlee« TR .- . : T

(b) Measires to ellmlnate the 1netab111ﬁy of the 1nternatlonal monetary
system, in particular the uncertainty of the exchange rates, eepeclally as
it affects adverseiy the +rade in oommod1%1e3°

“ﬁ(o) Malntenanoe 67 the rnal yalué of the. carrenoy reserves of the: _
‘developing countries by preventing their -erosion from 1nflatlon and exchange ‘
rate depreclatlon of regerve ourrencles,

(d) PE1L and’ effeotlve partlolpatlon of deve10p1ng countrles in. all
phases bE” declslonmmaklng for- the formulation of ah equitable. and durable
monetary system and-adequate participation of aeveloplng oountrles in. all

1/ Resolution 3201(5-YI}.
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bodiesquﬁggg}ei‘wiihhﬁh;ﬁw;gigrmﬂaQETHparticulaxly{uin,the.proposed Counecil
of Governors ?ffthegI@%eﬁﬁaﬁioh&lrﬂbhéta}y Funds: e e e e e o

(e) ' Adeqiate ®nd orderly creation of additional liquidity with parti-
culer regard io the reeds of $he developing couniries through the additippal '
allocation of spedia drawing righis ‘besed on the concept of world liguidity
needs to be approp: 1y revised in the light of the new interpetional .
envirornentj. any, creation of dnternational liguidity should be made through  °.
inﬁeﬁﬂaﬁian; ﬁQlfilatéfal”mebhaﬁiﬁmsg; Ot P . e

(f) BEarly establishment of a link betﬁeen‘sPeciai”drawing}jighﬁsféﬁa; iff
additional development financing in the interest of developing countries, _
consigﬁggﬁfwithVthélmoﬂetaryicharacteristics:of_special~drawiﬂg;rights§t,-. v

() 'Héfieﬁjby“tﬁealnterﬁatidnal MonetarynFﬁnd,of'the ie1evaptf§r6viéi6ns,
in<qrd¢j1ﬁqiégéare5effe6%iVe-payticiﬁation—by developing countries in the
decision-making processj SEUERE R R T O

(h): Arrangements to promote an increasing net transfer of real resources’
from the developsd to whe developing countries; = - e

(i) Review bf-thefﬁethddg,vof'opération;of;the.In?ernafional‘MonetaiyL o
Fand, in particular the terds’ for-both.credit repayments: and "stand-by" L
arrangements; the system of compensatory financing, and the terms of the.
finéﬁéihghoﬁ“cdmmddityﬁbdffErTstppks,,so,asfto;enable;the_déyeloping‘coun“

tries %0 make more effective use of them:
2o Meagures
iuﬁlifeffﬁ%fé“shouldfbe‘made‘tottakerthe.following-urgentamgasqres Yo -
finance the development of developingﬂcountries\and,to;meet,ﬁhe_balgnde{of_ ,%

payient crises in the develcping wordds

(a)

8).. _gﬁléménté%ionfatran‘accﬁlerated‘pace_byathe.develppedibountriés_ .
of the time-bound programme, 2 alrsady laiiwdown‘in‘the,lnte;natibnal" C
Development Strategy for ‘the Second United Nations Development Decade, for
ine net amount of financial resource transfers-to;deVelqping,QQQntrieé; §'J'Zf
_increase in the official component of the net amount of financial resource .
transfers to developing countries.so as to meet and even to exceed the
target of the Strategyy - 0 T

(b) International financing instituiions should effectively play their
role as dgvelgpméﬁﬁffinaﬁding.banks without discvimination on account of -the
political“orféconomic-system‘of‘anyamember5oountryf assistance being untied;

(c) Hore effective participation by developing countries, whether resi—
pients or contributors; in the-decision-making procesg: in-the competent.

organs5§£ﬁ£he”intéfn?tidhal'Bank for Heconstructien and Developménﬁﬁandw%he, _
Internatidnal Development Associationggthrcugh-ige&establishmentfof'a'moiéfwfﬁ
oquitable pattern of voting rights; " oo
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'(d) LX&mptlﬁuiwMhﬁT@VET“ﬁFW&Qb%EﬂWUfwihﬁmdﬂﬂﬂLﬂﬁlngﬁﬁﬂﬂﬂiriﬂﬁ«flﬂm,&ll
1mport>and-eap¢tal outf¢ew oontro]e 1mpeeed by the developed ountr1ee= T

R

( ) Promovlon of fore1 &n lnveetment hoth publlc and ‘private. from
developed fto devaloping coun’ries in aocordance with the needs and require—
ments. in-gectors of their scoromies as-determined. by the reclple ﬁ Gountrleeo

(f) Appropriate nrgont measures, including 1ntornatlonq3 actlon? ehould
be taken o sitilgade adverse conzeguencés for the’vurrént. aid ‘fatire develop~
<meat of developing eountries: arlelng from the. burden of e“ternal aeb* con~
.ftracted on hard: termss 4 S T i

i (g) Debt renegotlaﬁeon onr- g’ caeeehyuease ba51e w1tb ES v1ew to oonoludlng
ag reenente on. deb+‘oanueL1atlon? meratorlum, Pescheduljn 1ntereeg subsi~
dlzaﬁlen°;- Ly . et T DL R TSR S

(h) Interneﬁlonal flnenelal mnst:fut¢one shoula take 1n+e eccount the
spe01al elfuatﬂon of cach devéloping coumtry in reorlentlng “thedr lendlng
golicies to. suit these urgent meeds; thére “is algo need for 1mpvovement in
opractices of -international financial institutiens in regdrd to inteér alia,
development Tlnan01ng and 1ﬂternatlonal monetary oroblems, e

(1) Apprgprlq%e etene should be: +aken to give pz 1ority“$&‘fhe‘leaéf
developed “land+~lockad and is land developihg tounbries and to ool Duntrles
-most ‘seriously affscied by economiv crikes and natural caléaw LVL_' he
availability of- lomus Dox dev010wmen+ purpoeee Whluﬂ “hould 11e1L
.iavoerablegterm Umd eondlﬁlon A T : N

olu+1on 456(XTI) of the ﬁCA Coeference of M¢nzetere

112 Slmllmrly5 in- T°SO-JtLO“ ¢56(KII) adopted ab its- thlrd mee ;hb, held in
Nalrebl from 24 to 28.February. 1075 the HCA™Conference o7 - finisters, recall-

g General Assembly resolutions 01( 8-VI) and 3202(S-¥I) and Lconompc and
Soclal Counecil resclutions 38“6(nVII) and 1911(LVII) concerning the Dedlaration
and the Programme of scticn on the Establishment of a New Internaaional
~Beonomic Ordery recusgted fle Exeouldve Becretary, -as-a mattaey of prlevlty,
to take 1mmed¢at Bhe pi-to ingbitute getion~orientated rrogrammes for the
reallzatlon of \oujeciives in epeeljlo fweidea- ‘Under the-heading Honetary and
Flnan01al P‘obieme? +the ob“e011Ve ars?l T T

::(a}f Th siling of emletlng avallable Finance 1n-ﬁ-e
B Thlrﬂ Wer d for e rapld econowic dnd social de
xﬂﬂfflbaﬂ countsiep and thas euntriesrdfﬂ$he ”hlrﬁ Norld’

 ;h{b),1The full end e‘”ec¢1ve Dert101;a+lon of Af¥ican’ oountiies in all
= 3phanee of decision-making for. the formulation of an etultable and
durable Lﬂtufﬂathnai monetary system in the light of "the new
internaiional sconomic order;
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(¢)  Arrangememis-to=Faoilitate the.flaw of . development finaneing on
: concesgional . ferms to, African countyied from the imtsinationgl
financing agencies, including the allocatlon of adetlonHJ

,speu¢al draw1ng rlghtso

-Interdependenge of probWems of trade, develapmenu flnance and the 1nter—

national monetary gysten

‘f;f113w The 11+e rdspsndence between the systeis - of 1nternatlonal trade, pay-
_ments and finance bas many facets and may take a nnmber of forms; sines the
systeas are compoanent parts of the interdependent world econeomy. The Fuhce—

tioning of each is intimately related to thai of the others; and arrangements
in.the three spheres musi be viewed in terms of the requirements for economic

;_expan31on and struciural change ‘in the world as a2 whole.. - An improperly
working adjustment process may .exert deflationary or 1nflat10nary pressar;s,

and encovurage restrictions on flows of goods and finance; rigidities in

trade paiterns may generate chronic instability in oarrency ‘markets; the

capacity to.service accumulated debi may be impaired by an inadéguate’ rate

of growth in the export markels of debtor countries. Any -fension between

the e5uablibhed international economic mechanism -and the dynamics of ‘sconomic

gtowth will be reflected in difficulties in the monedary, financial =nd -

commercial cpheres. A malfunctioning in any cne of these sphﬂves will
generally produce siresses in the: others also. .In this way; when acute

.problems rige in a country or group of countries in the form of c”mmerelal

financial nr m(nmtary 1mbalances, it may easily be sesn that such dﬂffﬂcul—
ties are intimately related to ooncomltant problems in other countries. It
mzy then be realized that adcquate, over—2ll solutiens are reqiired: in’ the
interest of all counfrieg. A report by the Secretary-~General of UNCTAD,
drawn up pursuant io rﬂsolutloﬂ 95(XII) of the frade and Development Board
sets out briefly the principal points at whlch the convergence of monetary,
financial and trade gquestiong is:of partlcular 1mp0riance to thet dcveloplng

-countries, and their relevange to the current neg gotiations on monstary reform
.and the multzlatﬁral fradn nego*lau;ons. The‘repor ‘ends with the following
j;conclu31ons, e ;ﬂ—w‘” - ST R

(i) Inuernatlonal monetary, tradzng and flnanolal relationsg cannot of
o courss, be expected to estalesn all the coadltlono required for
- sucscessfol developmenti principal ze ;CSfOﬂSlb 1ity in this sense liss
with individual member countries themselves. The sxternal environ—
ment may., however, elther facilitate or hamper the efforts of
individual countries. dependlng on the nature of that environment.
It has been. shown st in a number of ways external conditions are,
at the prﬂsenu timey suob ‘ag to constrain the ecomemic growth of
many developing countries below otherwise atta*nable levels. This
occurs particularly. beoause of .obstacles to exports and to structural
changes in the- pauth i sof eXﬁorts, and on account of 1naa°qua01es
in the flow of capi al.;- : SR :

v

_/ Interdependence of problems of trade, development finance and the inter—
natlonal monebary systemm faport by the Secretavy~General of UNCTAD

(TD/B/459) »
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(i) The variocus-elemerts-of~the-monetary, trading and financial systems
© . xare closely intertwined. ‘An improvement in theé balance. of payments
'adgustment LToCess . requires an increase in- the access of developing
countries to external markets, and measures -to stabilize condltlons
in commodity trade. An improvement in the volume and terms .of:
financial flows to developing countries would not only help to ,
offset the obstacles to the export growth of- developing couniriés;
‘but-would also facilitate the esxtablishment of a stable and vigble
“monetary order in which:the current acétifnt. .and trading objectives
- of: the major countries would: be wempatible. Improved financial and
- commereial conditions for develeping ‘cotniries.are. also'hecessary.
- to. help sustain a more viable external balance in these. countries’
and to allow them, to meet. their probleams: of: balance—of-payments
,management w1tn greater strength and- reszllence.:

,,?(iii)s Some of the remedlal measuree requlred are. w1th1n the scope of IﬂF
e ‘-1tself, gsuch as providiag integrally.for ihe transfer of-resl”
resources:. to.developing countries within the framework of the ihter—
e national monevary sysitem, and facilitating access to international
‘.. .. .credit, and to capital markets.  Other measures, in the trade field,
lie within the competence of GATY and of UNCTAD. -But even as .
regards the latter, there is need for recognition that action in
.the - trade and monetary.fields are part of-a single process and.
that the success of efforts in either one of these fields w1ll
depend on complementary Mmeasures adoPLee in: the othex and the
flnanclal fleld.,; Ce : ‘ : : o

(iv) 1n addltlon, measuree.adopted separately in the séveral spheres
‘snould, in the final analysis, be regavded as part of a2 co-ordinated
_.everwail settlement of -current ‘tensions:in . the wdrld economy. - I is
“in"the nature of the case that some-elenents -of’ that settlement
will appeal most to some countrles, ‘other elements to others. There
cdm.a danger-that if each measure were aocted upon by itself, countries
- mlght feel.:free: to aceept or rejeet the various. componsnt pavts ene
by one. 1nstead of taking a view of the entire settlement as a whole.
Thls 1n turn could lead 1o -an unbalanced. oatcome. ~The. interdepen-
_ dence of . probleme and -golutions in the varidus flelds ‘calls fox.
L agreement on-.a comprehen51ve -approach . that:éoild bring balanced ;5
,beneflts o .all oountrles :and, éroupe of countrles.-

African countrles and reform of the 1nternat10nal monctary system

114,In the eectlon of the dooument prepared by ohe secretarlat (M/Ch 14/AMA/40)
medticned abova whloh deals w1th monetary 1esues, it was :stressed that the
monetary upheavals tha% have taken place since 1971 spelt an end.to the. Bretton
Woods system,. whlch effeotlvely disappeared on 15 August 1971.. The ‘document
. recalled the circumstances which follewed those - events, the decisions which .

were adoPted and the Work undertaken ta reform tne 1nternat10nal mohetary
system. ; L et T

115, .In short, it was the United Nations .Conference on Trade and Development
whlch, after taking into eonelderatlon the varicus aspecte ef the internnational
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. monetary. Eltuailonﬁ_had adop+ed, atits. third- sessronmlnmSanﬁlagoﬁirom*13
ciapril bo 20 March 1572, resolution-84(IIT). which ~inter alia, invited the
‘JFund to give. oon31deratlon %o the creation of a Comnittee of -20-0f the Board
- of .Gavernors  to adv:se tne Board\onﬂthe reform of tﬂe 1nternatlonal monetary
sysuemso‘d; : : . el
116-,”he secretarrat dooument menﬁloned above prov1ded an over—ell visw of
the :special report on the reform-of the mometary system prepared: by the Board
Lot Geverncrs of MR and submitted to the. General Agssembly &f IMF st its
. meet:ng in September 1972, I+ reproduced the views ‘then.current on the reform
of: the -international monetary system and summarized the work witiin the
Comnittee of. ?O at’ both the deputies' & and’ the ministerial level. The document
also desorlbed progress in the work of the ministers in the interguvernmental
Group of 24 eutablzshed by the- Grouo of: 77 to participate-in: the: search for
a solution 1o the 1nﬁerndtlonal monetery crisis. Finally, it listed the
recomnendations of the African Ministerial:Conference-on Trade;" Development
and Monetary froblemsq held in Abidjan in-May 1973, and the. prlnolples cop—
tained: in. the: Deolaratlon adopted by the Conference of Heads of State and
Government .of OAU at its tenth session in:Addis Ababa in Hay 1973 Thoge.
. -principles 1ay down the_goelilon@of African Governments on %he 1nternatlonal
monetary Sltuaulone o : St :~\\\‘ : : £
.1l7cvefter +ho e stepe, two events should be etre@sed among efforts made by
African countrﬂes lﬂ terms of work-on the reform of-the international monetary
systeiny . JameWy, the “work! of -thelthird regular meeting-of the Asscciaztion of
African (entral Banks and the work of the Round Table (onference of African
and International bxperts on the Reform on the InLermatlonal Moneuary System
and the Aeroan Interesf B e R : ‘wf, S : : i

,'5tatemenﬁ on- Lhe prlnolples of the reform of tne 1nternatlona1 monetary system
- Lne Asgociastion. of Afrlcan Central Banks stand '

'uﬁllau The Assombly of Governors of +he Aeswolatlon of Afrloan Central Banks

-t their Thiré Kegular festing in Lagos, Nigeria (2G — 24 August- 1973) reviewed

- in detail developmenls inm ‘the “international monetary system and, in particular,
efforts being made to reform it.: The -Assembly of CGovernors nofe ‘with satis- {
faction the creation-of . the Commlttee of Twenty which goes ‘some way to meeting

the veed expregsed by them. at' their ‘Second: Regular’ Meetlng ir 1971 that the

reform of the international monetary system should be the’ respon31b111ty of;

all oountrles s developed ang. geveloplng, rich and poor.\

— \\
N

118, The Assoolaﬁlon agrees that there is need for a “one world monetary orden
-baged on co-operation and oonsultatlon within tife framework of a strengthened
International Monetary Fund. The aim of internationsl monetary co—operation’
“must continuesar laid down in Article"I ‘of the ﬂund, as the ‘encouragement of
the growﬁh of worlf trade, fulll employment ang economic development. -The
isseciation hag also recognized ‘thatt ﬁﬂe new system should be so deviged as to
supporsd - n@ulonal wfforts throughouwt tﬂb world %o promote monetary stablllty
and oounteraot inflation and its. adverse affects. X \
1203=J1th respect tothe main issues of the reformed’ sxstem under dlscusslon,
the Assembe Coveriops unanlmouely agree ‘dg Tollows: - ™ ,

e . ; . i

e ; - \
» i %
3 - 4 Vi
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;:‘“aﬂdjuétmentsPrdcease .

121, A better working of the adjustment pr@k@ﬁgtﬁﬁ;JKtﬂ&l;fdf-thé §tability “of
ihe internaticnal monetary-system. o e e

122, To that end they omphasize: i -

{(a) TRat care should be takén to-ensure that'%he;inﬁefnéfignai.Monetéry“{ﬁ
- Fund is strengthened and can effectively.enforce the agreed rules on"all’ T
countries — developed and developing, those in deficit; and those in surplusy -

(b} That account musﬁ;be‘takén bf¢fhé'épe&iélicircumstances of the
developing. cointries in assessing’ the-need for adjustment;

q(c)_:Tha¢fdé¢iéibﬁs'oﬁifh§;enforcement.of-préssﬁreézxé@giﬁeiintéﬁéatiﬁh@l~-”
consuliations within Sgthgu;&elinés”andrthat~thesesdecision$abﬁ,*aké¥;§ﬁ1Y1 e
gt ﬁhe~level‘of_queippfsyoflthe'Intérhational'ﬂonetary.Eund;jf."L'“””'m -

(4) That the flow of resources to ‘developing ‘countries shounld n6¥ be
impeted by any .adjustment decisions adopted by developed countries and that
such -decisions should not be detrimental -to trade and other current trans-
actions of the developing countriesj = ' DRI . R

~ (e)- That major trading currency countries come under rigorous surveillande
with respect to their exterhal and ‘domestic economic pollicies.

123. The Assembly of Governors reassert the nesd for an early retorn to a6
exchange rate system based on fixed (but adjustable) parities. Any special
need for the temporary adoption'of floating rates must be determined .and
approved by ﬁhe.lniexnationgl_Monetary Fund. Parity changes should not be
sged to shift the burden of ajustment to other countries, especially the -
developing couniries. S _ L S
124, Because of its adverse effectsion their economiesy the Association of

ifrican Central Banks congider that the problem of price inflation in the .
developed economies must'be rngious1y’o0ntfo11ed ih the-reformgd_systqm,

Convertibility N
125. lhe Association of African Central Banks consider thatlfhgfe sﬁquld_b“  °
an early return to convertibility. The Governors affirm thet thers should be -
2 full asset settlement system, which should be under. the surveillance of thq\

Toternational Henetary Fund.

126, The Association of African Central DPanks consider that the swap facili— "
ties operated between developed countries would -be detrimental to the long-—

yun stability of the reformed system. They are, in particular, likely %o delay
the need for adjustment. The impact of -these arrangements on the international
monetary system, and particularly the agreed need for internationally managed
changes im world liquidity,nsgbgld_be“studied-with a view to bringing them
under international surveillance. g Ty R ot
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127. The Association of African Ceniral Banks consgider that the mulii-currency
intervention system will work adver881Yjagai§stfihesrecognized need to bring
movements in world ligquidity undex the control of the international community.
128. 'The over-hang of reserve Currency balancesmoon%inues‘tc”héTéTméjorf:
source of int¢rnational monetary inglability. A solution must bé found to -
this problem of excess currency holdings. Gareful.consideration should be |
given to the appropriatengss of consolidating then, either bilaterally or
maltilaterally, inﬂé&éh?éﬁway‘thatfthe.consolidation system adopted would
not endanger the“viﬁbi&i%ﬁ.Qfﬁtheﬁrefbrmed;system,,_ St i .

Primary Reserve Assets

123, "he Association ofﬂAfriﬁanﬁGeﬂtral‘Banks,WélcmeSfﬁéncdnsénsué“that,the
special. drawing righis snould be the principal and main reserve asset of the
refdfﬁéd[@ystemh,Thiiharéspecifto,the:valuatipn of, and interest on, the
specialﬁdfawihg‘rithsqntheﬁA£SUGiation_believesﬂﬁiﬁmlyﬁthat the value of the
special arawing rightsrshould be based on those of the average of & represen— .
tative basket of currencies, and that it should attract interest rates that — -
are agqxagésfof thé%¥baéKét of currencies. -
130, The' Agsembly of GovernorsiwelQOMed'thefconsenSQS'that #0ld should play a
diminishing role in the international monetary system. They are ‘of ‘the viéw. .o~
thats . S R S
(a) Monetary authérities. should gradually surzender their gold stocks %o
a subgtitation account in the Fund, in exchange for special drawing rights at
an agree@'priCe;" RTUPE T _
(b)fﬂ@héTFund"sﬂould-Tegulate-the,gold market; and 77

(o) ‘Uhe gains made by the Pund in this operation be at the disposal of - -
the international community. ' o : L

 Development ~geistance and Trade . = ..

131, Ths Association nobes fhat'¢héLte°hﬁiééi'arghmentg“against e
the allocation of gpecial drawing rights and development finance have k between
posed of. They reaffirm that the link must be an integral part of the cen e
system and would find it gifficult to recommend %o their goveraments ratifica—
tion of new é?ficlésTofjthe-Fund.which;did not -provide for this.
132, Diey GOﬁsidér'thataiiocations-of_liQKTSFeéiﬁl'&fawing-rightsshould-bé'_
made direct fo member countries and weighted in favou&f@f'ihe'leastTdGVelqped
Of'the”developingacouﬂtriesu . . . w
133;jJRu195'W111 beﬂaddpted_to ensuie:_f: ‘ R
- {4) - That link funds ave airected solely o development parposess and. .

(ii)'.That-they-afé?ﬁséd_iﬂ guoh a WaX fﬁey 4111 ot -be-a sourCe_of= 

inflationary pressure

-~

o on any one of the develocped countries. -



113L On trade, the Associglion—considers that-ihe reformed system ynast
1nclude a mechanism to ensure 5tab111ty in ‘the nrlces of prlmary commcdltles

'and other Uroducts of developlng eqartrles.q_

e_hesefveﬁMenagemeﬁt 7;

135, The Assooiation’ sonsiders uhat new pollc¢es on Teserve balances must
take into acocunt the following, whioh” give Special consideration te the’
1ntefeSuc of_+he developing ecouniriess =~ ;

ﬂ (a) AThé need‘f0r enjihbﬁeese&,rate'effgféﬁtﬁ-in‘the'&eveiépiﬁguebuhtries;

 '”(£)'_The neeﬁ to have balanoes 1n flnan01al centres whgre developlng'
L eLntrles borrOW“i”’: ‘ L S o )
”ﬁ(e) Lihe fact “that developlng ceuntrles have’ $o hold balanoes wherefx

" “{hey service thelr deb o O , o

_(d) The need to ensure that the balances of aeveloplng countrles Whl?h
. depend on depleiable natural resouroes, suould have speclal oonm

';slderailonﬂ

btructure of the Fund L

136G, ( ) ‘The ASSOulatlon surports the strengthenlng of the bxeat%ve Board cf
“the Fund %o engure that it hasg polltlcal stature aﬂa strength t f‘erform 1ts_
‘fanctlons 1n the new reformed system, o ‘ :

(b) Regardlng Eund membershlp, the Association endorses e view that
there is need for a monetary order that encompgseses the whole world on the -
bas1s of eo~operatlon and uonsuTtatlon w1th1n tue Internatlonal Menetary Fund,

( ) Regafdlné quotas, the Asseolatlon eons1aers that ths quo%a strucﬁure
and: voﬁ¢ng syst m 6f the Fund, whlgh Were deelgned ‘in 1944, o 1onger refleots
the praesent day’ realities of “the intérnational ‘nonetary eommunltJ, and thus

needs fuﬂdamenual TEVLewu

Round Tleu_CoanIEQOe of Afrlcan and International Yxperts on the Reform of
the Inte natloral Monetary System and the African Interest

“137. At the inVl%atlon of the' United Natlons uCOﬂOﬂlG Comm1551on for Africa
a Conferer”e of African and 1nternat10nal exPerte on’ ﬁhe reform 6f the inter—
nation I'monetary system and the African interest met in Addis Ababa ox 21
and ¢nganuaf3 1974.  INF and UNCTAD staff representatlves attended as

observersr'

: H; A number of igsues arlsxng out of the statis and proepects ef the reform
' exerclse were discussed from the point nf view of the Afriétan codntries and

the need to artisulate p051t10ns and approaches which would srotest and
- promote thelr 1ntevests W1thout pregudloe to the lnﬁernatlonal eammunlty at

larbe.;} : T
? SRR RS
N

N,

b
\
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130, e Conference reoommended that HCA, in oonsulmatlon with the Aﬁ@ﬂ@@aﬁaon
" oF African Céntral Banks (aACE)," ¥, ﬁne World Bank and UNGTAD should sndeavour
to develop special studies in aid of Tolicy Formalation on problens of monetary
~and financial management. It examined the implications of recent ilncreases
in 0il prices and their bearrng on fhe prospeots and n~ontent of the inter—
nrational monetary reform. ECA was vecomm@nded o, organlze expedltﬂou ly. the
study of oortaln aspeots of the suhgect. B e

140, The Conference aoted that significant increases have also taken place
in %he recent past 1n the prlces of commodities originating from the indus—

" Ttpialized countries; it Ffound the economic manageidient of the latter countries

a8 having contrlbuted %o an environment of inflation and of uncertainty in
excliange markets leadlng “to hlghly denstablllzlnv consequences for the African
as well as other developing countries. The Conference inviied the appropriate
international organizations to seek the adoption of measures that would have
the effect of stabilizing the terms of trads of tae less developed primary
produoers vig-&~vis the indusirialized countries.

;141 The Conference rev1ewed a number of technloal issies in the reform field,
with particular attention to the valuation and yield of SDR, the implications.
of generalized floating, the revision of tne structure of the Fand and the
work of the Technical Group cn the Transfer of lieal Liesources. As regards
SDt, it wae concluded %that the African countriés, as a whols, wonld most
.4ikely Dbe net users of 5Dk and that this would indicate a preference for
;oerualn oharacterlstlos of the prlnolpal reserve asset in the reformed system
“that would protert their position as debtors. Tle need of these oountrl

for larger reserves was emphasized as 1ust1fy1n a laréer share for them in’
fqture_SﬁH allooationsa S R TR

.P142- luo Conference noted wzth some oonoern that a reﬂlme of generallzed

h-'floarlng was likely to perSJst for some time. !mutentlon was direcied to ways

of allev1at1ng the peculiar disabilities of non-trading currencies in such a
regime, hCA was recommended to undertake 8 study in oonsultatlon w:th fhe
Assoolatlon of African Cantral Banks and. the L' on the follow1nn asbeofsg?

(a) elucidation of the policies and tactios adopted by African monétary
. authorities in the management of thelr_ xohangozmarge#s }n:ﬁhe__
“recent past : oo

: u(b),;assessmont of the costs and benefits of these. policies and oractices
.. with 'reference fo._the. manaéement of iuolr reserves, the uge of
) monetary 1nstrumonts, marketlng arrang monts for their export
'  oOmmodltles; the applloatlon of capltal oontrols and the Hurien of
' SerViolng external debis; -

~ (c)f'lnvesiltatlon of the posszbllltles for establlsnlng fﬁrward exonange
'_markets, and o . \ R

_ﬁﬂ)_ examlnatlon of the problens of reglonal urade and paynents CO— fo
o operatlon in view of the linkage of various African” currenoles to
different floating intervention currencies.
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144, On the propos d_reyision f the stracture of the Fund, the .Conferenoe .

considered the establishnedt of &n interim-codncil or commitiee .of “Governors

as asweleome development provided it resulted in the concentration of discug-—
gion.of interna pglnithtgry_issussjw1thiﬁ?ﬁhis Forim and theéschewing by - -
the mgjgr;indgg@;walﬁcguptriés”of‘ﬂ@éiéiops on thege matters within woepe . . B
yestricted groupings. The Gonferénce reiterated tﬁefimporféﬂcé#oﬁ,prggerving E
the sffectiveness of a resident Executive Beard of Diréctors ‘given the prospect:
thatjunreso;yeg;rgﬁp;m_iggaesquqlihbe_remitted to the Fund for future stody

and preparaﬁipngpf:dggisions,.a,stréﬁg_Airiqén'vdiCé'Was consideted: vital. for

the suc@essﬁu;lEa?§§§§§gﬁi6ﬁ;pil%ﬁeﬁbbﬁ%iﬂeﬁtﬁat ail 1vels in the:Fand. In
this connexion, the tonference rescommended- the stﬁ&yfé%'the*péSSibiliiy of

incressing the number of African representatives on*the Executive-Board, the
revigion: of the.guota, structure and the distribution of voting power and the
intrbduction”@flAf@icéh"fepfese;tatidn iﬁfthéjtbb_manageméﬁ%'levelsmof the:
Fundgaﬂ@;étjother:levelsz:_j S R T N BT E I AP R

145 The Conference welcomed-the broadening of the socope of the‘work of the

Techinical Group on the Transfer of Real ReNources &hd urged-ihe §peedy under—
taking of stadies,bymgfrican.Qoant;ieg_and:prganiﬁations_with a view to '
strengihening;thérpohﬁ:ibution“éﬁyAf;iéan“?eprgééﬁta%iﬁééﬁih%the~Tebhnical
- Group Qp.mattemS;Qf,direct,andjﬁitalfiﬁ%q;ééﬁﬂ¥ohtﬁem,7infpartiuular commodity
stabilization and price regulapion arrangéhents. ' = o Tl
146iﬁginallyl,tha-CQﬂference.goﬁgd_jhat the pace ,of monetary reform may be
slowing dowq;audtxgqueétédragsﬁudy that wdul&,ideqtifjf%hdséféieas‘of'partic&—

iar inierest to African courtries wnich recuired immediate implementation. so
that theygwouldﬁbe-deali witi before the winding up of the Committes of 20.

Work of the Committes of 20, the Group of 24 and ‘the Interim Committes
147;;wi¢¢ﬂd_yelopmen@sjppmﬁhe;mdngﬁary;ana ecoromic scéne towards the end of
1973, it was felt tha® a nunber of goals previously regarded ag essential in
the work on reform skbould yield_p;iqrity.to‘qthgrs,'which had become more
nrgent and-more  fundamental. Following the ténth meeting of “the Deputies of
the Commi%tee:of;QO,gheld“iniWééhinthnffrom:27“£df29 March 1974, the Chairman

jofxtherDeputiesvass&ssed,the'stétusféf@thé_effOItfquards5£efdrm, and said
that, in view of such developments as the world-wide pace #f inflation and the
sncertainty arieing from the higher level of 0il prices, the-Coamittes of 20
hadﬁgiventhe;DePuties'.work_a:new,d;reptiqnt Under the evolutionary process,
‘soms aspects of reform should be pushed forward and implemented early, while
other aspects could be Geveloped over time. Uhe gteps 0 be'taken withopt
-delayﬂWbuld4markﬁthégbeginning_Qf the process of_evglu#iona A list of measures
‘had been &rawn up and examined, including: the ‘establishnent of a néw small
Gouncil of Goverrors, the establishment of Al invevim system off evaluation of
the SDR, the preparation of guidelines for floating exchange rates, the
adjustment process and the management of international iiguidity and possible

ways to assist developing couniries.
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148; Fhe Committee of 20. plannedrto~oompla$efzts‘work on - reform—of the-inmter=- .
national. monetary system “at its sixth meeting; in- Hashingten on: 12 ard 13 Jun61914..’
The Deputies had scnedaled a meeting in Paris from T to ) ‘May for ihe purpose
of puttirs theix revised Outline of Reform into final shape for consideration.:
by the Committes of 20. 'hat document contained, ‘inter ‘alia,: thHe ‘results of ’
the work of the four technical commiltees estaollsaed in Fairobi to concentrate
on specific problems of .adjustment, setilement, zlobal llquldlty and the
tranerer of resources from deVeloped to develooln* oountrles.4 ‘

149, ”he Commlttee of 20 ﬂeld 1ts slxth and fingl’ meetlng, at ‘which lt agreed
on the feamework for a. proposed reformed monetary system ‘and 1nter1m measures.

to gerve.guring an. evolutlon 0 the new arrangementsn The communlque 1ssued s
by'une Commltmee announced thats ‘ I .

(1) "The Commlttee of the Board of Govern01s ‘of -the- Internatlonai Monetary
Fund on Reform of the Internatlonal Monetary -Bystem and Related
‘TIssues (ths Commities of 20) held its s1xth and flnal meetlng in .
'Washlngton on . 12 and 13 June 1974? ; '

-(ii). The Commlttee ooncluded 1ts work on 1nternat10nal monetary reform,
agreed on a program of immedidte actiony and reviewed: the major-.
problems arlslng from the ourrent international monetary 31tuat10n..~

(iii) The program of 1mmed1ate aotlon is as follows.

o {a) 'Establlsnment of an Intermlm Committee of  the Board of &
g Governors cf the Fund ‘with ah advisory role, pending estab=.
lishment by’ an amendmen% of the Articles of- Agreement - of & ..
Counoll with such decision-making powers agd are cenferred on it.

Qf(s) Strengthenlng of Fund prooedures for closs 1nternat10nal oon~= -
b -,sultatlon and survelllance of %ﬂe aaaustment process. e

(c) ‘Esiabllshment of guldellnes for the manaoement of floatlng
i;.exohange rates.

(a4} Establishment of a fa0111ty in tne ﬂund t0 ass1st memﬁers-in
o meetlng thn 1n1tlal 1mpact of tne 1norease 1n 011 1mport costs.;

{e). Prov1slon for countrles 6 pledge ﬁﬂemselves on a voluﬂtary
&+ basis not ﬁo 1ntroduoe or inte nslfytrade or-other- current
.. account measures for balanoe of payménts purposes without a :
. finding. by the: Fuqd that there 1s balanoe of - payments 3ust1f1~;.
- gation. for sich measuresa'A ¥

-(f)r,Improvement of prooederes in the ﬁun&‘for:mamagement;of-glebel;j

(g) ﬁFur*ﬁer 1nternatwona1 study in the Fund of” Arrangements for
'nh,gold in the llght of the agreed obgeotlves of reform.
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(h) Adoption for an interim perlod of a method of valuation of
7 the SDRk based on -a basket of curréncies- and of an 1n1t1al

-

-;(iﬂﬁﬁ&amly formulatxon and adoptlon ef an extended Fund faclllty

o under o which. developing countries - Would recelve longer—term
'cbalanoe of payments finance. - AEERERE R -
(j)zpﬂscons1qerat10n by the- 1nter1m Gommlutes, 31multaneously w1th
8 the preparation by the Executive Doard of ‘draft: amendments .of
the’ Articles of Agreenent, of the possibility and modalities
~of: entablishing ra. llnk betwesn.develOPment as51stance and SDR
callocation. : R : ; :

- (k) -Establishment of a joint ministerdal Comnittee of the. Fund and

World: bank ‘o carry. forward the study of the broad: question of
the transfer of real resources to developing. ceuntries ahd To
recommenﬁ megsures.

(l)f ?reparatishqby fheﬂExscutivelﬁoardsof dréftﬁémehd@snisaofuthe

“Articles of Agreement for further examinaticn by the Interim
- ~Lommittee and foxr- -possible recommendatlon at an. a;proprlate
wtlme to - tﬂe Board. of Governorso . R

&hese measures are aescrlbed 1n more detall 1n the statement

autached to thig communiqué.. . . . . S e

2

lembers of the Committee expressed their seriocus concern at the

-ageeleration of .inflation in many countries..  They. agreed on_the

-;,urgent nead. for. stronger .action to combat 1nf1atlon, 80.a8 . to aveoid

‘the grave, soclal, economlc and . flnanclal problsms that. would other—

wise arisa They recognlzed that, while 1nternat10na1 monetary
arrangemsnts can help to contain inis problem, the main responsibi-

. lity for.avoiding.inflaiion rests with naticnal. aovernments.ﬁ They
rHlafflrmed thelr determlnatlon tc adopt appr0pr1ate f;soal monetary,

J:s and other pOllCleS Yo this end. In the dlscusslon 1A qbers of . the;

(v)

"fCommlttee urged that the multllateral traue negotlat ons . 1n the

framewgrk of GATT should oontlnue to be rswarded ag.a matter of

' 3pr10r1ty=;J

The Committee noted that, as a vesult of inflation, the energy

. $ituation, .and other unsettled conditions, many .countries are

. experiencing large current account deficits. that_need ‘to ‘be. financed.

.qunctlonlng of private financial markets and 1o aver

The Gommlttee recognlzed %hat sus%alnea co—operat'on would ‘be needed
to ensure. approprlate flnanclng w1thout endangering: he smooth
the dangsr

"of adJuSument action, tnat merely shifts the problemﬂto iother coun~—

'i;of the most severely affected developlnu oounﬁrles
Compittee therefore strongly emphas1zed their reques

tries. Particular attentlon was drawn to the -presging dlfflcultles
- HMembers -of the
to all coun—

‘  tr1es w1tb avallable resources. and to development flnance institu~
.- tions: to make every effort 1o increase the . flow of flnan01al assig-
. %ance :on. conce581onary ferms 1o these countrles." =
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150. The recommendations of the Committee of ZC woere adopted by a composite
resolution approved by the Exeocutive Directers of the Fund and submitted te
the Board of (sverners. The Committee of 20 tuns concluded its work en
international monetary referm, agreeing. on. a programme of immediate action.
1% algo reconsidered a number of areas in whiex no agreement was reached,
and which were not incorporated in. the. Cammitteels final: reperi, but annxad
to i%. Substantial divergencies of view remained on important aspecis. It
was therefore agreed that the Interim Committee would study those points
further. . On a specific point, the '"link", it igm 1mportant to note that,
while tae technical feagibility of establlshln( the M"Iink" was recognlzed,
the wardening of. positions continued.. The outcome will degend on the attitudes
of certain industrizl countries which are still opposed to. it.

151, She views of the develeping countriss were set out in a.commaniqué
© igsued by the Intergovernmental Greup of 24 after its seventh meeting, in
Ia5u1nbton o 9 and 10 June 1374, g ; L

152, The Winigters take note that Part I of the Uubline of heform represents
a. broad-concertion. Conseguently, while they co not consider that it repre-—
sents an adequatély balanced appreach which tales account 6f the interests

of the developing countries, théy refrain from elaborating upon these reserva—
tions at this time. They reaffirm their understanding that no decision will
bs teoken to impiement any element of Part I without the explicit endorsement
of the entire membership of the Fund and expect that the concerns of all
countries will be accerded Gue consideradion in giving final shape %o the
1nuernat10na1 monetary reform.

153, Un the ba51s of their dlsou531ons, the Ministers affirm tnelr p081t10n
“that the-immediate reform package snculd reflect in a balanced manner items
of reoform which are of 1nterest to botﬂ the developed and “the developlng i
counurles. - = o

154' Acéordiﬁg'tO'the comaunigué, the immediate refdrm package 'should include
measures relating to the link and international livuidity, the exfended Fund
facility, gustas and voting power, the Joint I#F/TBRD Ministerial Committee
and Loterim IMF Committee.  The ¥inistérs also atiach particular importance
to the following pointe; guidelines fer fleating, the rate of interest of the
8D and of charges on Fund drawings, the transfer of resal resources, controls
and ‘the rules governlng the use of the SDR.

155. The Graup also held its elghth meetlng in Wasnington on 28 September 1974,
and ‘igsued a communigqué: expr9551ng the concern of the Ministers-at the
‘difficult and complex -problems facing the international community, which
included generalized inflation and the prospects of recession, 'and the problems
confrontlng the developing -countrieg speclflcallv. The Hinisters took note

of the draft comp031te resclution concerning the recommsndations ‘of the
‘Committee of 20. ‘fhey reiterated their view ihat the recommeridations of the
Committes do net- represent an adequately balanced approach. fThe Ministers
took note of the draft parallel resolutions of the boards”of7ﬁdﬁéfnors of

IBED &nd. IHF establishing a Joint WMinigterial Committee for the Transfer of
"Rezl Hegburces. They"felt~that the text did not fulfil the'expﬁbtations of

the developing countries either with regard to the mandate of the Comnittee
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or its procedures. The Mlnlsters*;manied.oui_inaﬁ the proposed Interim
Comanittee of IMP ‘would: *gldo ‘riced 16 give. wrgent tand continuing attention :de .
the transfef of ‘Feal' regources,’ in. the "cortext of the. adjustment process.

" The Ministers weldomed thie ¢stablishment 0f the Extended Fund Facllityy: and v
reaffiviied theirview “that this facility: o6uld not e congidered asig sub—ﬁ
stitute for the "link" and emphasizel once again that a final decisiow.Bo:
establish the "link™ should be taken without further delay. Finally, the
ﬂlﬂlsters remazneﬁ emphatlc on the need to rev1se the quota system of IHF.;:;_

= nstitutlonal arrangements prOpOSEd by ﬁhe Commlttee aﬁ 20‘1nclude
ghment “of-“an Interlm Committes of the Bogrd.of Governcors ofihe -
dv1sury role. ® - Its #ask would lie pr1n01pally ‘in supervising .
“and” adaptatlon &F e 1nterna%10nal moretary: system{mlncludlng:
the contlnulng §peration of the ‘adjustment process, ‘and--in: thls iconmexion Uou
reviewing developments in global liguidity and: e transfer fof redl resources:
1o developlng countrles, considering proposals bv the Executive Directors to
amend thé” Arﬁlcles of Agreement and -dealing witii “sudden digturbances- that
might tHr8aten thé “dystems TFollowing {8 Tirst mesting "in“Washingbon-on -
30 Uotober 1974, the Committee also held its second meeting on 15 ang 167
January 1975, durlng which the discussion cenured on ‘the adjustment process,
the contlnLatlon of: the il faeility for 1975, "he genaral revidw of the

¢4 “{HE ‘membérs of “the ‘Fund &nd amendments to the- Articles. of Awreementn
of % ! ,'incIudlng amendments relatlng 4o -géldand bo - the’ Mlink™yOn s
tnls'létter point, there ‘continued to-be a- dlver81%y of ‘views; - nevertheless,u
it was hoped ‘that a éonvergence could be ‘gbtained and that the :Committes could
approve certain amendments cn gold and-on the Jidk - at its§ néxt mésebing, .
scheduled to‘be held in Paris in June 1975. It was hoped that, after the
mlnlste ial”: etlng in June, - reoommendatlons ooncerning quotds and:the- quegtions
] ‘e submltted t6 the ‘Board “0f “Goverhsrs of: the “Pand; “which would
take a declslon to be conmunlcated to member counirles for acoeptanCB.» L

157 At “the “sams tlme, the Group of 44dheld ItE nlnth meetlng-lnn ashlngton

on 13 and 14 January 1975. The Ministers reviewed ihe worid’édohomic" situation
and expressed concern at the adverse impact that the recessiocnary trends in

the " 1ndustr'”llzed countries Zﬁere haﬁmqg7 on“ther developlng ‘solintriese ~Théy:
reluerated thelr view: that the Intersatiodal Monetary-Fund was the- approprlate
Org! for agreement ohn 1nternat10nal monetary questlons ?sihey dgreed - that:
thers was & contlnulng “and “ihcreased ‘neéed fol’ ‘offigial” flﬂanOlﬂg facititien-
and supported the” contlﬁdatlon 6f the"oil ‘facility in®1975 " Qley saw an urgent
née for 1nterest relief For the 'most wétliously ‘affdcteéd 18witicome? countrles
-pur asing under ithe faclllty. “Phe Mlnlsters con51dered that the tragt  fund:
PIO osal befare “the Tnterim Commlttee was Hot a‘reatistic’ mechanlsmffor this
PULD i nor was et acceptable as an altérnative £o the Links- “The¥- urged the
activation §f'the Extended Fund Faocility, and sureased thé Aesd For longer—: .-
term develepment finance. They reiterated- théir vView! concErning the- problem

of gold. They cons1dered that an increase in quotas was urgently needed and
suould not be delayed. “Phe Minigtérs relterated their posztlon that they -/
cept ‘only a package of amerdments that athieved ‘a’ fiar balanee: ‘betwean
the 1nterests of developlng countrles “gnd ‘other ‘Gountbries. In’th&t ccnnexion’
they reafflrmed their: strong ﬁuppor% for the es%abllshment o ariink con31st1ng
of direct allacatlons 6% Wlinked™ §PReto &aveloglnb ‘Bountyies.  The Ministérs
also dlscussed other pr0posa1s for: amendmen% o the  Articles of Agreement of




the ‘International Monetary: Fend and .expressed their-views in.that regard. =
They exchanged views con.the issues.before the forthcoming meetlng ef the
_Development Committes, and discussed vatrieus points concerning the’ flnanclng
" of the needs of. the developlng countrlesqﬁconsernapcwwhlsh they expressed

~ theinr v1ews.1;.+

- 158. The Interlm Commlttee of the BOard of Governors of the intarnatlonal
Monetary Fand held its third meetlng in Paris on 1C and 11 June 1975. It
received opiniens. on the world economic outlook.and its implications for the .
managesent of domestic pollcles and -international flnanclal relatlonshlps=

It noted the decision concerning the c¢ontinuation of the Fund's o1l faclllty
in. 1975, and.welcomed the progress that had-been nade towards the establish—
ment of .a subsidy account to.assist the members of the Pund most serlously
affected to use the oil faclllty. S - :

159 The Commlttee held a- detalled dlscu531on of %ﬂe role of gold, and there
was widespread agreenent that a - solutlon would have to “be based on certaln '
prlnclples.“ _ ‘ . A

160 The Comm1ttee also dlscussed the exchange arrangements that members of
the Fund should. sbhserve. There was widespread aoraenent that:members should
have a basic obligation. to collaborate with Fund and with. other~members in
order ~to promote exchange stablllty.ﬂ The Commrtuee relterated its agreement
that provision shonld:be made for stable but adgustahle par values and the
floating. of currencgies in partlcular sltuaﬁlonsm

~:16% The Commlttee endorsed the prlnclple of the 1mprovement of the Speclal
Drawing Account -and the General Account. It Agreed that a standing Council

- gaould come - into. belng when. a .Hecision was taken by the Fund for that purpose
ander an appropriate amendnent. It con31dered various proposals to assist
members - in -dealing with. problems. arlslng from sharp fluctuations in the prloés
of: prlmary products.u'. I : : -

162 The Commlttee con51dered the questlon Qf tﬂe 1ncreases 1n the quotas of
mesbers as.a result of the sixth. general . review of guotas.. The Committee
noted that . progress had. been made in that direction: and agreed that for the
quota ingreasesy members should be given.an optlon to.pay 25 per: cent of- the
increase in quota in SDHS, the .currencies of cerfain.other members subaect
to:their cononrrence; or in the memberis.own carrancys. . The~Committee 1nv1ted
the Executive-Directers o prepare and.: submlt as Dromptly as . posslble Yo the‘m
Board. of Gyvernora, for con31derat10n at, ite . annual meetlng in Sgptember 1975,
a reselution ineluding proposed increases in the. quotas of individual members
and provisions on the payment. of corregponding subscrlptlons on the ba51a of
the unaerstandlngs reached. by the. Commlttee.‘

163, Some felt that the thlrd meetlng of the Interlm Commlttee was only a -
relative .success. . Gthers feli that it was a dlS&pDOlﬂtlng meeting, especlally
in- comparison with the great hopes and antlcllatlons at the end of $he second’
-meeting.. There ls-ano attempt to hide the oont1nu1ng dlsagreemenu on monetary
reform which is exacerbtating the world's econcamic malaise. The twenty
Uinisters -of Hconomy and Finance in. the Interim Commlttee were obllged to



E/CN 14/AMA/?5
Page 59

face the facte and reeognlze th 1 hay dlsagreedu n fact, they did'net"reaeh -
agreement’ either on the reform'of the” Articles £ Acreement of the Fund as: :
regards gold and the’ exohangesé or on: t;‘ ‘
the menber covntries on: the ace T
Unly at the Commlttee §: next

P0551ble %o see whether progreSS»hes beeh madew

164, Tae wlnlsters of the Entervovernmental Group of 24 held thelr tenth

meeting on 8 and 9 June 1975, .also in Paris. They expressed grave concern

at the adverse 1mpact of 1nflatlon and ‘the continuing recession in several
developed eountrles and the sharp deterloratlon of the’ terms of trade of the
developing countries. In v1ew 'of ‘those 00ﬂ51deratlons, ‘the Ministers: streseed
that additional external resources were requlred by 1ow—1neome developing © :
countries and by.all other developing countries. .In that context, they- =~ N
empna51zed the. need for lnternatlonal co~0perablon 1n all f1elds — monetary, I
trade and flnanclai.?;f_ . £ :

165, On gold the Ministers recongended’ that the ameneed'Artlcles should
o -oblige eaeh“member of ~the Fund to undertake -to. collaborate w1th the Hund and
‘with othermenbers regardlng the. polley ‘6f “the ”ber “with reepect ﬁo gold."
‘They indiecated that no arrangenents w1th regard +¢ d gould’ : 1
that werginot: de31gned To ralee substaﬂtlally thu flow of flna:c al reso_
o develegeng oountrles. R C ey S T A

R

166, The Mlnlsters saw a need to flnallze the 31xth general ‘review of quotas'ﬁﬂ*
‘in line with the agreement reached by the Interim Conmlttee at its January

_meetlng. ‘They agreed that the present representation of developing countries
in the-deeision-making bodies of the Bank and of the Fund ‘should be substan— A
tially improved. and the broad geograph¢cal representatlon of developlng ooun—" :
.trles should not be adversely affected. : S

167 » The ﬁlnlsters expreesed eupport for amendments env1sag1ng a return at the .

approprlate time %o a. system of par values, oontalnlng provisions for the - *VLF
establighment-of central rates, and empowering the Funds to authorize indivis -7

dual couniriesr to continue the float thereafter in pa;tloular 01rcumstanoes.'

oy PEE R

168. The Wlnlebers welcomed the continuation of the oil faolllty and stressed

thail, the oondltlonallty overning use: ehould be relagxtd when the facility oame S
under rTeview.in July.. lﬁey agreed that, in view of" He Yhssive defiditiin - Lot
_prospect \$ﬂe developlng coun‘trlesj 1t was decedBary ‘for the oil faolllty,
- pesgibly -t Oadened in i'%s obgeotlvee, & eont; i for a longer perlod than had *

‘originally been env1saged. They urged’ that all countrlee in’ a p051t10n to5“'-~“

vy

‘contribute to the subsldy account should do so early. L

169. The MlnleLers saw a need for improvement in INF facilities. They re=—
affirmed their suppord for the early establishment of a link between allocaw-
tion of 8Dk and development finance. They expressed the hope that the
Development Comaittee would come forward quickly with concrete recommendations
to deal with the problems confronting all developing countries, and emphasized
. that ‘developed countries should take steps to inerease the net flow of official
development assistance and make progrese towards meetlng the agreed ODA target
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of O.T.per cent of GNP..  The. Wlnlsters emphagized the need to eplarge the
lending. of;ihe ﬂorld Bank and the regzonal banks. and endorsed the expanded
five-ygar. 1end1ng programme proposed by the management of the world ‘Bahke
They, expressed their support for the immediate” establlshment of the Third
Window ip.the Bank; and stressed. the. need for the establlshment of ‘& Trust
Fund financed from a number of sources. They agreed that ellglblllty for i"
both the Trust Fund and the Third Window should take inté accourt the needs

of low—income: developlng countrles ahd other developlng counurles.“_;_ o

70, ';; 1nlsﬁere empha31zed tnat prlorlty should be accorded to” IDA, wh1cn
assists: the poorest countries, and recommended. that the nent TDA” replenlshw‘"’
mentﬂshould offget the effects. of 1nflat1on and prov1de for'a Substantlal: "

increase in. real terms. ;m.,e

171, The: Mlnlsiers were cf the v1ew that the ueterloratlon in the terme‘
trade of developing countries due, among ‘other factors, malnly to the decllnes
in commodity prices, emphasized the need for measures %o eafeguard in"real’ ~
terms the export eernlnge of developlng countries, .

1724 The dlnlsuere also recommended to tne DeveloPment Commlttee that 1t

should conelder other, preposale before it.to. meet capltal reqnlrements of all

the developing countries. .They therafore subgeeted “that a speclal Worklng

group be estableihed to develop proposals in detail on 1mproved ‘acceag to _
capital markets. In particular, the working group should consider the- fea51ﬁl—’”
lity of -a:-multilateral guarantee. fund,, : . : .
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M??j:' The lsmxﬁiulg;;ufTﬁ?ﬁj“hyé%he;&eﬁeralwAssembly'ef'%he United Nations

of the Intﬁrnatxmnaf“Development S3trategy for the-lecond Development Decade
was acélaimed "as ‘the international Communlty s single most concerted,
comnrehen51ve end “ereative ongagement on the’ development issue, . T4 soon
became apparent, however, that the objectives of the’ Strate egy, Whleh were
Tormilated within the context of the .old internationzl ecconomic order,

wers not bsing aehleved and the aevelopment igsue was again dlscussed in
variodg zhternatlenal forums as @arly as the Fourth Gonferenee of Heads

of State z ﬁov“rnment of Non~a11fned Geuntrles 1n Al 1ers in Sepﬁember

',174. In 19745 tha concern of the devﬂloplnb'eountrles led them to takew:

the initiative in convening the sixth special session of the General”
Assembly of the United Nations which adopted a Declaration and, a Programme

- eft Actlon on” the” JStabllehmﬁnt of” a ﬂew Ints rnatlonal Jconomlc Order,
- whieh: Teprésonted a fundamental rev131on of the relatlenshlp prevalllng

between the developed and the developlnf countriss. * Subse quently, the
need for a new international economic order has ‘been reaffirmed in such
1nternatlona1 forums as the Conference of Develop1n¢ Gountrles on Raw .
maﬁerlals, h&ld” 1n Dakar in ﬂebruarv 19753 the meet1n¢ of “the” Counell of
Ministers 6F the" Crganisation of African Unlty ‘held in” Addls Ababa in
FebruarJ,1975, Ahe-meoond Ministerial* Mseting of ths" Group of TTs held

el Alﬂlere in February 19?5, the Conference of Minlsters of the ‘United

Natlons deonomic Commission for Afrlca, held in Nairobi in February 19759
and the S6cond  General Conference of the Urited Natlons Industrlal
Derelopment Orvanizatzon, held in Iima in March 1975. '

175 Thé analy31s carried out ia the pvesent study makes 1t pess1ble Bt
1dent1fy the “main Uroblems faeln" A¢rloan developing ceuntrlee whlch,are

*-awaltlnﬁ-solutlon in‘ths contex *twﬂfﬁlnﬁernailﬂnal»dlSGuSSIOnﬁ,&Hd

negotiations

“(a) The ahnizl CDP ‘growth rate in Africa n, 1973 was only 4. 7 per
cent, aealnst N per eent - in 1972, The erowth rate per caplta was 2 per
gent, - awalnst 2+9 per-cent. The 1973 ratss ware well below the average .
rates of 6 per cent and 3.5 per cent respectively laid down as tarcets"
in the Internaticnal Development Strategy adopted by the United Nations
General Agsembly. Africa, which included the largest. number of-least .
developed ‘countries, now accounts for about “Hwo thirds of the - countrles B
cla531f1ed bv the Unltod Natlene as nost serleusly affected

(b)” The overmall balance of ‘payments of African developlng ceuntrles
(other than the . main oil: nrodueers) markedly deterlorated falllnf from »
USO. 3 thoumahd mllllon in 1972 to U3-0.9 thousand mllllon in, 1973. The.
strlklnr changs” was the very heavy fall in net eanltal 1n110ws, the balance
of Whloh fell from #.4 thousand million to 30.8 thousand mllllon between

the two years.; The year 1974 was marmed by an e oeptlpnal 1mbalance,

S v, ety R s e
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The deficit in tho—trade balancs-of—African conrtriss other—than the
‘main oil producers increased sightfcld between 1573 and 1974, from
¢US O 4 ﬁhcusand million te -343 thousand million. . -

(e) Tr 1973, th ,relatlonsh P of reserves'uo 1mports in Afracan ,
counﬁries'(otaer than the main 011 producﬂrs) Was 26 pcr cent, encughwﬁa ,,,,,
cover onlj thres nontha :un*oortso

(d) Africa's share in tnﬁ_nct total Of Tesources from the DAC
countrles and ﬂultllateral agvnc1es is constantly falling. CIn 1973, 1% I
was 18 per cent, againgt 20 per cent in 1972, Sinse 1970, it hag been
markedly lower ithan the flﬂure in the 1960s. The inorease in Africa's
share in total net bilateral ODA is insignificant. Its share in total ' .
net bilateral and muTtlla%D?al technacal co—operstion has falien‘_r e .
sllbhtly, ' Sty

(e) OF 'total World Banl lOaﬂS and IDA crechts appwovad in. 1073-1974; .
Afrloa’s ‘shaie was 25 per cent.  Its share in IDA credltp was. relatlvelw
10W° 34 per cent aralnst 60 phr cent for Mszaa‘ : S

(1) The BanL be”an provramme loaﬂs to afrloa in 19755 but has 7
granted sich leoans to only three countries Szmllarlys &urlng the same
_ year, a. slight 1nerease in the flnanolng of expsnditure in. local currend,
was noted, but the share of the financing of such e: nundlture compared- .
w1th over—all Baﬂk commltmﬂﬂts renalned very 7owp; : A

(g} - Desplte a %rend towardg an ‘increass in thu;brant n1ﬂnent of
loang, 16an terms. are still in’ 0enera1 hardemlﬂfp

(b) The accumlation by African countries of .50 many sxternal :
liabilities brings thﬁw up against problems which weight heavily on fheir
develophient: -Deht ¢ rv101nf aosqru a good part of the financial resources
flowing - towards A¢r10aa ' : R ' ' :

(i) TRecent sconomic and monetary events have had a profound effsct
on-African economies. These ‘countrios feel more that ever than interna-
4ional co~operation ghould promntlj arwlve at falr solutlons to the
problams aflectln@ them, : :

Resource flows and their ierms

176. African countries other than *he main cil exporters have a greater
need than ever of foreign capital o finance their. development.. The
concerns 1dent1fled in thig study brlnb'out tha need to impreve existing
financing machinery and o bring into play other financing maohlnery o
through which there can be a greater Tlow. of financial rescurces to these
countries. It is uluar that the 01flolal financing facilities and. - -
arrvangements no lonrer meet the requlremants of the gituation creatod by
the new world sconomic circumstances., The provision of funde to the

fows
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countries most serﬂously affected by recent economic developments, and ‘
- the need to grant -aid on concessiecnal terms and: ald in the form of grants,
Ale. problem° whlch are both serious: ard urvent. E e

*lTTQ- TaL1n~ 1nto account dev lapments ing and ﬁhe current status of,

- f{ransfors of resources to:Afries,  African countries should make &’ thorouWh
review oft the philosophy and concept of aid which they receive; ast’
advocated. by the. 5CA Conference of Ministers. <Al study should be under-

- . taken of ‘the economics of aid. A strategy for the transfer of flnan01al
.. rgsources, to. Africa-should. be drawn up. : SRR e T

178 The DAC uounbrles have not yet hOnoured thelr cutstandlng commltmentS‘-
within the framewor of the 1 per-cent.barget laid down for 'the transfer
;of resourges to the. developlng countries. - The.target of 1 per. “eent - of
GNP, including 0.7 per.cent for ODA; was recommended by UNCTAD, set out
in the International DeveloPment Strategy, -recommended by the OAU Asgembly
‘of Eoads.of .State and Qovernment in Addis Ababa in 1973 and reaffirmed in

 the resolutlon on the. eSuabllshment of “g new international ‘economic order
" and in the resolution adopted by the ICA Conference of Ministers at its
third meeting. This target laid down for 1972 ox for 1975 has not been

reached. At the end of 1973, the respeciive p031t10ns wrere 0,79 and: O 30.

. These. provortlons of. GNP represented Dby aid were. still Tar helow tne

" farget laid down for the middle of the Second Decade, In view of thie
current sltudt10n5 the industrialized countries should increase the' péal
volume of their aid, and varticularly that of bilateral and multilateral

- ODA, to reach the target laid -down. -The frant v1°men"i: should be maintained

_above the noxm. laid down. 70;45_;‘_ A SRR

179” Thu'socnallst countrles havv not yn% duflned uhe uar"et and the
level of their: ald -¢ﬁ s deslrable that such a tasls should: be: carrlﬂd

cut as soon as p0331b1

E 18(L Mhe recent trend in 011 and commodlfy prices” has rusultud in the
: oreatlon of - new economio circimstanoes througshout the world: {Ttihas raised
_the 3551stance requlrements of .tha. develeping coundriess :The volume of
”a551stance should be . 1ncreas°d substantially, itg distribution and compo-—
Ceition. should be rev1sed to hensfit such: countriss. Nominal prises should
be uon51dered in the 1ight of thu level of - :|.:rulafl:1o1'1¢j an-additional effort
;should be made for a real 1ncfva80 in resources: The group of countries
identified by, the United ! Tatlons(lfn7rvsolut10n 3202 (S—VI)) as most seriously
“affected’ by price riges, of which African countries make up fiore-than half,
‘should beneflt from sp901a1 megagures on the part of donors.in-the form of
an increase in inflows of foreign capital, emergency aid or lightening of
_the debt burdenu, The increage. should include a higher share of inputs of
_ Jfunds in. “the form.of grants.i These countries should be ¢lassified as
" priority reclplents.' Private credits. should be-expanded. and: offered on
the Dasis of eriteria compatible with the. goals of sound development.

/v



o /ey ;-'»1 /
5 R D

Page 64

-~ e

.181@'3Anélyses"prvpaxe@vby*{HF-an the short—~term balance-cf-payments cutlook
of'develoPing*couniriES,‘an& World-Bank studies on the capital mequirements
of developing couniries to-the end of the decade, revesled the deteriora—
tion of the position of most of the developing countriecs. IMF . concluded.
that théabalance—ofvpayments neads of the most sericusly affectsd countries
would contimuie to be large in 1975 and 1976. The Horld Bank conecluded that,
- 1if developing countriss were to achieve adequate gZrowth rates in +ha .
;. remaining years-of the decade, they would require substantisl ‘neresses
din capital flows, both official and ‘private, and would at the same- time
have to undertaks efforis to increase domestic resource mebilizaiion and
. %0 expand exporte.. The Developmenf_Gommittee,.meeting in dane: 1975,
‘recommended Urgent steps to meet those needs through éxisting and new
mechanisms. ! It was noted that negotiations for the fifth replenishment
~.of IDA were mcheduled to start later in ihe year. . African Covernmenis
shpuld'ensure'that'suoh-measures-eﬁter“into?force5és'500n”a£‘posﬁibley
and “that the fifth replenishment of IDA is carried ou+t without delay,’
- The ‘replenishment should be effective in real, and not only in nominal,

182. Africen Goveraments should also give “their fﬁll“sﬂpport_to"ﬁhe” ]
decisions of the Development Committes at its June 1975 mesting aimed a+
helping achieve acceptable rates of wrowth for - developing couniriss,

(a) - Sxpansion of the lending prograpmes of the Forld Bank asd the
regional development banks, consistent with their capifal stiushice
and the availagbility of funds, and review of the capital bhanms of
-such institutions. At the same time, the Bank shouid"sof%en,i%s

criteria for zction with regard to programme loans; -

(b) Unanimous support for the egtablishment for one year, and during
the periow beginning on 1 July 1975, of a new intermsdiaie lending
faoility.in: the World Bank (khown as *the Thitd Window) 4o 153
“terms ‘ntermediate betwesn those of IDA oredits and those of”
Benl-loans. Since such funds would be limited, there would be g
nzed for eligibility criteria which would favonr +he developiig
ccoountries with an ampual per capita incoms of leas than §3753 that
-t facility should be expanded.  1igibility criteric for ije Taeiiities

wiich'are similar to those adopted For IDA should be revized g0 ag
-~ to allow many African countries ineligidle for IDA assigtanca fo

Lave access 0 asgistance from the Third Windows '
{e) sgtbeblishment -of an interest subsidy fund to lower ruins $o an
-average level for which ‘some ‘of the industrialized and oil—ezporting
countries have offered contritutions; - - I o

7 (d}/ﬂyy0p6§als to create a special Trust Fund o be administered by

UTHE to provide additional highly concessional resourcey o meet the
balance—of~payménts needs of low-incoms developing. comtries for the
next few yesars

Jovs
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(3)*’a panded Aedehnicalrassigtance: 4o developing countries seeking
“access %o oapltal markets; in onder o fac;lltate and ezpand the
‘adeess of ‘Geveloping c@untrles to srchi markets in view ‘of ﬁhe
~importan‘eiof private capital i ;the overwall oanltal needs for
‘deveIOPment. AN R 5 e . .

182._ In addltion, and takln 1nto account the serlcus dlfflcultles facing
; hese ccuntrles dAn ensuring the flow of resources essentlal fo ﬁhelr
ik g needss Afrlcan Governments should . seeL.uroent actlon 'w

’“"(a) To Tesorganine . and even cancel publlc debts contracfed_cn hard
‘market terms by the countries most seriously affected’ eurrent

economic situation. Internsiional action to reduceé the adverse

T impactof “tHe burden-of ‘this debt..should be:envisaged with goodwill

by the develaped countries, Debts should. be rensgotiateéd ona case—

“by=-6h5e basid withia view to- concludlng agreements on debt“ancellam

. “tion$ mcratorlum, rescnedullng 0T 1nterest sub31dlzat10n.

In 1ts resalutlon 59(111) on th@ 1ncrea51nm burden of dl ﬁ?sarv101ng

1terla and procadures for r8"8036@u11n° of eyternal‘debt of .
& developln oeuntrles, partleularly thoge w1th serious debt serv:w:.nb
B prablem 80 gsftorensurer Higt. reacheduling- did.not 1nterfere Wlth the
“ihprdérlyprocessiof development plamning in. debtor countries, and was sysbe-
natically designed .to’prevent both disruption of thedir, 1onr rmjdevelopu
”ment plans and. thv need for repeated re~schedu11nb, ' e

: (b).‘The 1mprov9ment of: the- te grms of ald It w111 be recalled that
_ UNCTAD and the DAC countries had adopted recommendatlong on’ the
"**1nterést rates on offisial development.loaus,, the maturity, perlods
L of- Sush loans, the gracé: periods -and the proportlon of grants in
getal agsidtance; - UNOTAD resolution 60 (III)- had. urged the donor
‘countries to reach an international agreement on faneral untylng of
aid at the earliest p0331b1e date. The OAU Assembly of Aftican Heads
S of Btate land’ Governmelt  recommended- that . the Geveloped countries
© ghould! take: immediate measures to soffen the terms of exiernal
assistance with a view to maling fthen. compafable to the terms favoured
by IDA and %o untie their financial aid to African countrles 20 as
"ﬁto ﬁnable them to- maLa purchases at the best prlce,

”W(c) The 1mmed1ate establlshment oP -y 11nL between speclal drawing

rights and additional financial resources for the development of the
'"JdeV'loplnc'cGuntrlas, a Tink -compatible with . the monﬂtary characteru
"3lst10&rof spﬂclal draw1n 1bhts.tgj e

/.
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» -il =
" development ‘assistance:

o oo a-classification scheme for
. iont i th-coumrtries—divided into three groups
according to their level of GNP and their ability to pay fer thelr

"im@dr%sa"Spedial-measuresffavduringfthe“leastgdevelpped,gogﬁ%ries

should contime and be reinforced. In addition, middle~level
,ngntries ghould giﬁe up their claims on regources transferred on

| j;'cohébsSioﬁal'ﬁéfﬁé“inffavdur“bf the:‘least. developed countries.
'"Miﬁdle-@evel“cduntries'Shdald-haVe acsess to-aid through the "third

windew" on the termé Teferred %o ‘aboves, . They should .zlso have access
”to.develaped ¢ggnjria§' capital markets at subsidized interestvratés,
_financed out of contributions made by developed countries and by the

" evalugtion of the TMF gold haldinmgge . := -

(b) " fn ligat of fhe inorvessing efficiemcy and sffootiveress of

“miltilateial inFtitations sucl -as ithe World Bankj Africas Governments -

T ignonld udge that mere rescurces shy 1a ‘be ocharnelled. thropgh thems

”u“aééistanbe'hb-r&r&lﬁéreas in;dé#@lépingngountriQSs‘fhéyrshQElg
n

'”_'thé‘ecdnomiC'conditionézin-ﬁ8V€10Piﬁ€‘Gounﬁrieﬁsv->-'=‘ LS

Mhe World Banlk siould ‘at the sameifime.increase~the;§ercehi§ge of
grants in total loans and creditsy This percentage rose slightly

e eon 1974 ard 1975, Dut it has ronained at about on thixd of the

_total, - 'They shduld“gupport~th§”ﬁahk{S?efortS:ﬁerGdixeG@;iﬁﬁ' S
roquest

i ould

ssk that the oritoria of pojulabions per ospitaincome -and por cupite

thal the paid-in capital of fhe Bauk be: inoreased, and -they s
“gia flow used by thé Bank.fo;’differentiating~between dévélgping;.
countries be reformlated in order {o-take into acccunﬁ-EOTeea°¢ﬁ{?t31V
. : L S o R ; B . T K : s "-I \"
(C).lAffipaanoverﬁmsntS-Shﬁdlddérgé that 2 more libersl policy should

4

33ﬂ;ugngsd¢gted toﬁards 10bal cosﬁ;fihancing‘incl@@iﬂgjfgran@ti¢nal exP@rﬁs&g

[ FEA

" (a)  Afrioan-Governments chould support ary mechaniems o combine the

ijgufplué funds of the oil producers and  the ‘technology of the industria—..

" Iized countries for the development of non—oil-producing developing
- Cgolperieds e.ge L 0 ' | SR

: ";ff(i)f"ﬁy"%hé rieh cointries orwinstiﬁutianéfin.thé;$icﬁ,cOuntries

‘ f;““”’borroWing:frdm the”bil-proéucers_at-commergial‘ratesuand lending

© to the poor at”subsidizéd.rates§ or -

77 {31) By ‘interest rate subsidies finance&'eiﬁhéf by the profits or

_ vevaluation of the gold holdings of IMF, or by the combined.direst
“%'”é¢ﬁtr{hutions f::;cam'J‘.rzd‘.'l.ls’ary?.a;}.:'L:_zed-,-na.:t;:‘mrys_;,a;a;,i.;-(:':'s.l-'1_3r0-d.'1_J.c;er".s.°
R L s Ceen e v T, L

T ig5i Tho African odumiries are conderned sbout the question of a mors
"”équitabla,Seograﬁhie,distribution of transfers ef resources. . In its

o5

olution. 218(X) on’ Africa's Strategy for Developmsnt in the 1970s, the

EﬂA'CCnferehcé'of'ﬁiﬁisﬁers rocommerded that “within the. 1 per-cent target
for finanocial resmlfwes.transfers-from"davsloped 1o developingroountyiess
neasares.should-be jaken Yo ensurs a more equitable distribution so that

__{pe-vegion as a whole, and in particular the least.developed among AfTican

I



/0. 14/ ANA/ TS
Page 67

countries, will obtain an adequate share of these transfers.”" The OAU
Agsembly. of African Heads of State and Government thought that the World
Banlc Group ehould distritute its loans in suoch, a way. that Africa would
receive. an zncreaSLngly large share of theé rescurces of IDA and. that 1t
should prov1de for a nore, oqulfable meoorapnlo dlstrlbutlon ef dts

a531stance.

186. If it is irue that more ald should be furnisbked to. those countries
with the lowest incomes and the léast fevoureble prospects for. developln
Africa's claim 4o an 1ncree81ngly large share of 1nternat10na1 aid is
well feundeda ‘IDA should'f011ow the rocommendatlons of the J0AU” Asgemdly

of Afrlcan Heads of Stat" nd’ Governmvnt, adaptlng itg 1oan policies and
proaedures to the economlc cendltlons and ‘special cheracterlstlcs of each
Afrlcan country &nd. irncréasing its flnenulel support ¢f ‘the leadt’ developed
“among the’ &eveloPlnr countrles,- The Jorld Barik Group should prov1de all
the financing in connex1on W1th the development progects of these countrles.

Epeﬂjnternational monetary. situetion

1874 The 1nternat10na1 monetary 51tuet10n hescontlnued to have a profound
effect 'on the way in which African’ eoonomles ‘are manamed and on their =
development effort. ‘The reform of the 1n+ernatlonal monetarv sygtem is
the most important ‘and most‘ureent problomo Tt is eesantlal that reform
should be formulated within a short period. - The’ full and efféctive parti-
_c1patlon of representatives of African countries in all phases of dscision
" taking for the formuidation of an equltable and durable monetary system i
should bg ‘ensured. Negotiations on the reform of the international
monetary system should be held and’ declelons tahen,t'%hln'IMF and ite
sub31d1ary bodies. ?epresentatlon of Afrlcen counﬁrl"s w1th1n thé Fand
and its subs1d1ery bodies shculd be- broadened by eiv1.ﬁ them a greater
. number of sea'ts and by ralslne the number of votes ellotted to eech country.

188. African Governments should'eupport the amendm“nts envisaginr”a reétiirm
at the appropriafe time to a syst:m of par values, containing prov151ons

for the" establlshment of central ra‘bes5 and empowerlng the fund to auﬁborlze
1nd1v1&ual countrles to contlnue the. float theruafter 1n partlcular clrcum—

stances."'

189 Afrloam oountrles welcomed the renewal of the ©il’ fa0111ty fo¢ 19759
and reco"nlzed the useful contribution that process had made to° the"h_”“
adJustment process, both for devuloped and develop1n~ countrles.'

*190;' Nevertneless, they fe@l: that the terme overnlnb the ude” of the _
feility should be liberalized. Iis objectives shoiald be broadened. It
is necessary to retain the fa0111ty for a longer period than had orlﬂlnelly
heen envisagsd in view of the massive deficit in prospect for the developing
ooantrleS, On gold 1t 1e essentlal to ensure'ﬂuagradual reductloncﬁ‘lts role

P
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4n’ the 1nternat10na1 monﬁtary systems and the strengtuenln of the role
of the SDR. No arrangemenis with regard to old would be acceptable that
are not designed to raise substantlally thﬂ flow of flnanclal resourées.
to the developing’ CG&ntrle, without imposing a loss on any 1nd1v1dual
developing country. SDREs should be asgigned more attractive terms, T

191.' Interratlonal llquldlty should be controlled by THF and by an
'1nteraat10nal agency with effective’ partlclpatlon by the devolonlng
countrles. The creatlon of’ 1nternat10na1 llquldliy should nci. serve,”
only. the. interests. of a small mumber of countries but shoul& be placed
under the control of “the’ 1nternat10nal oommunlty 80 ‘as to avoid the crea—
‘fthﬂ of llquldlty beyond aIl control. Th alIOCatlon of SDRS should be
”“malntalned ot linlkad to ﬁhe needs and’ requlrements of" ﬁhedeveloplnb '
_‘;counﬁrlvsnj The establlshment of 'a_link between allocatlon of oDRs ana

“development finance remains an incontestable necessity.

192, The sixth gzeneral review of qudtas in THP should be carried ocut
‘promptly doubling the share of thv major 011—export1ng countries. and
Ziving the developlnr countries a falr and equltable share. In the view
of the . &fvloan countrles, and glveﬂ their néed for the 5und‘s fa0111tles,
the increase in .their quotas is totally 1nadequate. Fleklblllty should
._he prov1ded in the means of payment for quot '

‘193. Internatlonal 1nf1at10n serlouslv tnrmatens the economles of Afrlcan
countries. ieasures to safeauard the, 1nt°rests of thOSu countries both

from inflation and from recession should be plannﬁd Arrangements w1th1n
IMF shounld be' put into effeéct to prevent thé transfer of inflation to )

the dovelonlnf countrlesa_.deasures ‘should be- ﬂnv1saged %o lessen the -
effects that emlstlng inflation in the developed ocun%rles has on the.

" economy of ‘the deéveloping countries. Such measures should not affsct ﬂrowth
and “ulT employment 1n Afrlcam,countrlvsq .-
__”194;_ The L&Gllltles of thc Pund ohould be 1mpr0vea and 1ts ruscurces in-—
" créased. Apart from’ the oreaﬁloﬂ.of the enlar@ed medlum—tdrm aid facllltv,
“the Fund should provide other aid and amsistance. Tn the light of the .
prospects for balance—of-payments deficits in 1976, concessional flnancln'
in foreign currency.is_.a means of adjustment valid for most African coun—
“triés, It ig. thure¢ore 1mportant that. the .idea of a trust fund should.
meet With agreement from all.‘ African countrics also need., a531etanoe

from the Pund for their access 1o capltal markets ard in the rocycllnD of
petrodollars. A guarantee system alloW1nb such countries access to capltal
markets should e oor51derbd. H__ : . .

”195 In short, the above ‘considerations, which are tut a summary of the
faots and targeis, make up a framework for broader action %o reverse a.
trend still regarded as fatal towards a development crisis 1ln a larﬂe
numbsr of African countries. This framework is based on a policy of

[oos
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international co-opeération, .since: the problems and the dynamics of current

events fall within a global context. Nevertieless, it should also be
. recalled that the pursuit of tradiiisnal and new lLocal policies should

&0 hand in hand with action on the internationgl level. These sfforts,
concerted on the %wo levelss should be transformsd into a clear~cut
gtrategy. This policy has becoms a fundamental necegsity for the
resumption of growth in African countriss,

.
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