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..■1. During.-recent..^ears.r-ec/s3omicj 'trends in most-.iiidei»ende»t African' " '
developing countries have repealed the . existence of a ;wiltifacet'ed crisis
of development. This crisis reflects the impact of the serious economic

imbalance between the developed and the developing countries, ir.ternatian.al
monetary disorder? economic crisis,, the stationary level of official- ' ' '

development assistance, the growing >urden of public debt and. various. -■■• .-■■
other factors. Many>Afrioan countries have found themselves faced with ■-- ;
major "economic.events in recent times,'including the quadrupling nf ,oil .
prices., inflationary, pressures, the'rise of commodity prices, the short-

age of. food products-■ and the depreciation of reserves',* Those who relied

to a large extent on imports were-seriously hit, and1 recorded substantial'
balance—of—payments deficits,,

2. A'number of Afriosri countries feati^re;--among "the- l^w—inr.ome..."countpies.
They are.:c:har-acterizied ^by poverty and an unfavourable export"' struotttfte
Some have benefitted from the leap in prices of commodity' experts, ancThave
thus emjoyed a considerable influx of capital j but many of them have "been
passed by in this economic expansion or exposed t^ disasters*. Their

development programmes have been jeopardized, and their economic growth
rates affected* : _ ■

3» The Annual ■ GBP--growth rate in Africa in 1973 was only 4.7 per cent

against 5.6 per cent in 1972 - a deceleration ef 0-9 percentage points!,
This rate was'lower t-han'the average for developing countries as a whole

and also lower than all the rates in the various regions nf: the" world ' '
including South-Asia.. -In addition, the annual GDP growth rate per capita

was 2*0 per peat, against 2«9 per cent, and was also ■well"below the 'average1'

for all developing countries and the average for the various = regions' of the"'
world. ' ■ . ■ < :"

4- Table 1 indicates the annual total and per capita GDP growth rates

of the various regions of the world, in constant prices- " ' ■■--■•

Table 1: Total, and per capita annual GDP, growth rates in the

regions of the world1 i& constant prices

. ■ ■ -- m° 19?1 - - 1972 ■ 1973 y
Total per capita Total per capita ToUaI~~pe:r oanita ' T^t T "per

■, • ■ - -:. ■ . '..„.__ ' ' ' ' ' capita
Developing s . ■ [ ~! T" " : ~~" —- ■ -■-^ug—Lt— - ■ >... •

countries. 6,7 4.0 ^5 3-1 - 5-4 2.8- 7.8 4.8
A^rioa. . . 8*3 5-6 .3.5 ■ 1.0 5-6 .2*9 . 4.7 2 0
Southern Europe 6.1 4«6 6,2.. . 4.6 . . 7.7 6.1 7 7 g'o

East Asia1 7-5 4-9 7-5, 4-7 5-6 3l2- 'iili 8,V
Middle Easf • 7.9- 4^6 11.2 - 7-9. 9-2 6,3 10.0 -6.8
South Asia ■ . ' 4.8 - - 2,2 1.0 ■ "-T.4 -1-5 -4.6" 5.4 "3.2
Western Hemisphere 6*8 3=8 . 6,3 3«3 ■ 6.8 3.8 ' 7*0 L.0
Industrialized. ■ . -. ^ •■ ^ . , ' ■ ' .".■

co^ntries__ ____2^_:.,^ 1.7 3,3 , 2.4. ■ \._2 ■ : _j.;2 .6.2 ^.3'

?ton/ Internati^al.Bankfor Reconstruction. sxiA'
/ n ^.DevelopmentT^ . . .... ■ ■ ■ ■ ■ ■■ ,■.... ■

a/ Preliminary figures a

lYB. Some differences ma.y be found between the figures relating W Africa, dxawn
th ECA Sttiti Diii tthe ECA Statistics Division and those prepared by the World Bank. ■ : ; '■' ■ :.:
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results for 1973, compared with'those of 1972, clearly reflect

o-f-;r.t|ies-e_ -difficulties.

6. Table 2 .recaplibla-tfea the main data relating to_the balan.ce of payments, of: .

African developing countries "(other, than the main oil. producers) for the period"

1971-1973 in-thbusand millions.: dollars. The pyerftll ; balance, of payments of these

countries underwent considerable-variation, and markedly deteriorated, falling'-"1 ■'"

fromUS $0,3: thousand million in,1972 to $0..9 ■ thouTsand million in 1973, thereby"/
reflecting.the. worsening of the current aii'd capital account balances." : \ '

Table 2\ Summary of the balance of payments of African,developing coigi.trie;

!(other thari the main oil producers ? Algeria, Nigeria and ]
'"""■•■■■•'■■■ i973,Ti973 , ;. =;.. ■ . . ,. :

1971 1972 1973

Balance on"

Balance on services and private

transfers _

Balance on current, account

Capital., account; balance

Allocation of SDKs

Overall balance

■-0;.A

-1.7

1.4

-0.2

0.1

-1.4

-1.3

1/4

0.1

.0,3

-0.4

-1.3

-1.7

0.8

-0;9

Source: Annual Report 1974 (Washington International Monetary Fund, 1974).

Note: The..balanQe,.pn itrade. for 1973-h^as ^-een corrected on- the l>asis

of the data provided in International^ Financial Statistics,

„....,,,, .Vol. JlLVIll, No...6.(June 1975). The balance on current account"

and the over-all balance have been corrected accordingly.

7. Prospects for the balance of payments of African developing countries ..other

than tne-saitvoil exporters are gloomy, and give grounds for anticipating a worsen

ing both of the balance on current account and of the overall balance. Difficulties

with the tra-4e balance and the general deficit on current account in most of these,

countries constitute a fundamental and almost permanent characteristic of their ""'...

balance of payments. Improvements in some cases in the surplus on the overall pay

ments balance results entirely from a rise in net inflows of capital, which also

offsets the sometimes continuous deterioration in the balance on trade arid;on -

current account. The balance-of-payments position of most African countries ref- : :

lects systematic efforts to accelerate; the rate of ;socio-economic development and''■—■■'

reduce'tlie cnxonic -shortage of 'domestic resources tb -m'eet financing i-e^uirements.: :

Inflows of external capital and aid are necessary to ensure the formation of^fixed■''."

capital. For. that reason one of thet countries.1 main objectives remains that' of : *.,■

seeking inputs of external resources to,remedy the Imbalance of their payments.
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8, T-he^eyelop^eB£_o£ £keOtoral_ijiJ^rn-atipiLaI- resaarv&s of.. the-desr^Loping; African

couxLtt-ie^jvsince ; the t beginning :6f 1974 has been;:.impressive. -- Between -1972 and 197-3-,-■ -

the increase was insignificant. ' lit 1974 the total reserved had reached SDR ll.-6^'i' '

thousand million against 5.8 thousand million in 1973 - an increase of lOO^per cent;"

A.slight slowing down occurred at the beginning :of 1975;.-the sums, accumulated at the

end of the "first quarter of this year were SDR 10,6 thousand million, ".a :fall of 10

per cent ,:oyer the, end of. 1974. . . :.. ■ . . / ...:,. .■•■ v

9. Th;jL;s\ trend is■ 'd/ue in particular to the movement of prices, which -Has; swelled. -.

the'-resetves of the/principal oil exporters (Algeria, Libyan Arab Republic and.

^Nigeria). The'- sii&i*© p& these three countries alone in the total ..reserves of the

African developing ;eoiint:ries was 56 per.cent iti7.1973,, 77 per.cent in.1974 and 80 . .

per cent in the first Quarter of 1975. Leaving aside the figures relating to those;,

countries, the growth in international reserves in African countries between 1973

and 1974 was only 5 per cent, from SDR 2.6 thousand million to 2,7 thousand million,,

while the fall-back recorded at ttie end. of the first quarter of 1975 compared.,with '

the end pf 1974 was 9 per cent. .These countries had international reserves totalling

SDR.2*5 thousand million. '■■■ .; .-.-..:■ ■ .; -'-.-■■/ r ' ^ :

Table 3: . International reserves of African countries (figures in millions)

= ,W ' ... '■: 1972 . ... 1973 -.. . - 1974,..-.■. . ,1975 ;
. •-■ . ' ■. -."■■:.' ■' ■.. ■. rlst. quarter ■ -

.-.,.. . SDRs $ SDRs, .,$ SDRs $ SDRs , $

African developing ', , . ' ( - ._.":" , /

countries ,: 5 643 . 6. 12? 5 766 6 956 11 612 .14:217, 10 606^13; 225

Afri:can;developing •■■ ■ .• . ..- ■ ■ -; ■ ..\ .■ ■ -.:. _. ■ ...■..■'■-■■"■• - ■ '■■■;?■■ '■ . ':' v--.;j'

countries other than : - :, '■ ' ■; ..; :■ /;

Algeria, Libyan Arab .

Republic and Nigeria 2 i40\ 3 324 \ .2 56i \ 3 (J94 Z W2 ° J: 3,p283;i-■ ' 1 458 3 060

Source.:". I^terhational Financial Statistics 5 Vol.. 3&VJII, Np;,;:" 6'JJune 1975).
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II. -FINANCIAL RESOURCES

10. The general- survey of-the conditions:-far:,:growthvin African developin^,oountries .;.

other than the main oil exporters, showed that- suo3i .countries faoe.: serious problems.5^;

in realizing their development and the imperative-need, to re&ort to the aid. of. ea&?::.

ternal financial flows o . '" " . ,.['\\, ..,. .... '. '.,.. -. " ■.'*'".' '. ■■

11, TheJ latest economic reports:oh world'growth trends have Jfocussed on stagnant :' ' ■'

levels^'of official ^development- assistancej the mounting dett burden of third world' i: ;:

countries and growing disparities of progress. During the-ten-year period from';1963'--

to 1973? DAC countries increased their national product by about two thirds in real

terms, .whiqh.means that tiie.real income of each citizen p£ .the DAC countries.;had;-.'

increased; by almqet JO per cent above, 19.63 levels in 1973- Su."fc .during this ten-year ^
periodg the:.real value of official development assistance from DAC member ^countries fell—

Worse3 the.fate of "population increase in the third world was such that receipts of

economic assistance per person represented a volume of real resources that was 30 per

cent lower than-a decade ago j/<. ■ ■■ ■■■" ■■■"■■■■"■•" ■ ■'.'• "■ ■ ';■:-■■,:- ■-■ . v

The volume of

12e jKecent indicators on the transfer of resources for development are, therefore,
not propitious/1 -They: show that so far in the present decade, the volume of:external

official aid has been stagnanto At no time during this period, has it:kept pace with'.

the growth of national product in the wealthy nations* It may be recalled that the

United Nations:General Assembly^ .whiohj .in October 1970s prpoXaimed the second

Development Decade and adopted the international Development ^Strategy aS a plan of'"'"

action anticipated that the Strategy would be implemented through an effort of co

operation on a world scale in order to eliminate -economic and social disparities —

among nations^ With regard to foreign aid, it retained the target of 1 per cent

of GNP for ODA recommended in the report'of the Pearsosi Commission. However, that

iinot.. yet,been fully achievedB

13« The erosion of aid has continued unabatedo The volume of official development

■"aid"Kas^'remained "■relatively stagnants in "real termss Over "the past""ded"a'de%""; "It "Is-"^"^--

true that in the past six years official development assistance from the DAC countries

increased from $6*6 thousand million to $^.4 thousand million, but if acbount^is^taken

6f the persistent inflation in the donor "countries/ the impact of the many large--■'■■■ ■■"

currency realignments? in adjusting the volume of such assistance, it becomes apparent

thatj in constant value terms5 the real volume of such resources has .actually declined

by 7 per cent over the past 10 years? as was stressed above. .-;....■ ....... ... ■

14* In particular, the United States-share of total official development assistance

dropped steadily throughoui this period, from 58 per cent in 1962 to 53 per cent in

1967 and 32 per cent in t973ro- In-real-resouree-val^e-(^constant 1967 dollars) United

States concessional assistance declined afeerply, from $3*5 to 2 thousand million-

As a percentage of- its"-GNPs 4Jrii4©d: States^cGnaegs'ipnar^SBistance almost' halved '■' ■' : ■

from 0«43 per cent in 1967,

1/Development Co-operation: 1974 Review (Paris, Organisation for Economic Co-operation
and Development y "1974). ~~
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to 0.23 per cent in 1973. It should be added, however, that several DAC members

improved their aid contribution significantly, assuming more of the aid burden,.

15. Table 4 shows the net flow o£ financial resources from DAC member countries 1/

to the developing countries for the period 1970-1973, with, data for 196:3 given for

reference-Tpurposes.-^It jalsq shows total official development assistance (QDA) 2/

provided by the DAC'-j&ountries. the/total flow of resources reached $24=4 thousand

million inI973, as 'agHirist-19;9 thousand" million in 1972, a substantial increase

of the order of 23 pet cent irl nominal terms. As a percentage it rose to 0.79 per

cent as againgt 0.7,8 per cent of the gross national product of DAG member countries.

Nevertheless, this.increase, which yas_ a little faster than that in/GNPs was.largely

offset by price,variations and exchange rate changes, so that growth in real terms

more or. less r-s.%agnafeed in 1973. The percentage of total, flows was still far from

the target of l^pe^o-cent of GKP ..established for total flows. Only Belgiums -France,

Japan, ::the ^Netherlands and Portugal reached that target in 1973.

Table 4: Net financial flows from the DAC member countries

Net disbursements -■■■.-

19.63 1970 1971 1972 1973

Total flow in $ thousand million

Percentage of GNP

ODA in $ thousand million

Percentage of GNP

8,

0.

5.

,6

,76

,8

0.51

15

0

6

0

.7

.78

.3

.34

18

0

7

0

.0 ■

,81:

.8

.35

19.

. o.

S.

0,

.9' ■■'

78

71

34-,

24.4

0.79

9'. 4
.. 0.30

Source: Development Co-operation: 1974 Review (Paris, Organisation for Economic

Co-operation and Development, 1974).,

XJ The member countries of the Development Assistance Committee (DAC) of the

Organization for Economic Co-operation and Development (OECD) ares Australia.,

Austria, Belgium, Canada, Denmark;, France, Germany (Federal Republic of), Italy,

Japan, the Netherlands, New Zealand (which joined DAC in 1973)s Norway^ Portugal,

Sweden, Swittzerland, the United Kingdom and the United States. .

If Official development assistance (ODA) is defined as those flows to developing

countries and multilateral institutions provided by official agencies, including

Sta'te and local governments, or by their executive agencies each transaction pf

which meets the following tests: , -,■■_ :.-. ■ ■

(a) Xt;is administered with the promotion of the economic development and

-■■■■>■ welfare of developing countries as its main objective and,

(b) It is concessional in character and contains a grant, element of at least

25 per cent.
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16\ Similarly, the sums disbursed under official, development assistance rose .-,

to 9.4 thousand million in 1973, against'"8 "."7 ■thousand, million, in-. 1972 -'a rise,. ;
of 8 per cent, -Howevers in terms of GFP?'';these flows declined to the lowest''"

.recorded level of 0 30 per cent in 1973? against 0 34 per cent in 1972. This , .

percentage still fell well short -of the figure of 0 70 per cent recommended"in

".the ^International Development Strategy for the-Second United Nations;'Development

Decade, which laid down that "cacti/.economicsJly advanced country will progressively

increase its. official development assistance to the developing, countries and. will

exist its best .efforts to reach a minimum. net amount of 0: 7-per .oent of its .-.

gross national .product at market prices by the middle of;Decade71, . ... ... ..

17, Compared with .the total flow .as a percentage of GEP in 1963 ?. the figures

for 1972 and 1973 represent an" insignificant increase. Comparison" of ODA as a",

percentage of GlfP in those 'two years with the figures for' 1973 shows a very

marked deterioration^ Table 5 shows the composition of the-total net flow of

resources from MC countries to developing-.oountriGs. The trend ,of the . . ■

composition of the total net;flow of-resources .is a.matter of concern in view of;1,

the needs of the poorest countries. It is apparent that net flows from the

public sector represented half. of the. total.net flow of Resources from SAC- .....■■<-,■

countries for the period' 1970^1973. ■...-.. %......-,.

18, Total nominal net official development assistance rose progressively -

between 1970 and 1973< Neverthelessf these totals, which represented a little

less than half :the- total net. flow of resources (43 per cent from 1970 to 1972)

fell ,to 38 per cent to- 1973* ;"-":,Thesc proportions are markedly lower than those

at the beginning of the 1960s (60 per cent in i960 - 1962 and 67 per cent 1963)-

This deterioration is' all the"'ffiOrB"worrying since ODA is the form of assistance

on concessional, terms. .■ A large part of it is. disbursed in the form of grants.

The average, interest1'rate of loans and the average period for repayment ... '
constitute favourable terms1.■■ ■.'■■-:■■

19 < Bilateral flows loom large in the total flow.. Their share, which-..was.

96 per cent in 1963, fell .during the early 1970s,, .and in 1970 and 1973 was..only . .

'88'percent ,. ■ ■ :. ;"'.':' ■ '■;."" -"'■""■'" ' ■ .':.:/...■■" ■ ■..."'■..;, - '■':.,}. ■^j.\;~'\;

20 Table 5 shows the composition of bilateral flows from DAC countries. Of

the total of bilateral floi>js7 grants, which made up 30 per cent in the early'■■-

1970s, represented only 27 per cent 1973- The share of concessional loans fell. ;

from 17 per cent in. 1970 to 12 per cent in-1973- On the other hand, tiier*share ■'-.

of Export credits and-other lending-rose from 27 to 32- per centv The sh&rSt-of

'direct investment rose:frbm -2^- to. -29 -per cent „■ . If account: could, lie1 taken :bf/-.

.-the-terms of IXiro--currenGy...loanSj .the terms of the loans :would ,be harder ;/:::;;

This trend has very■ marked-eonsbqUences on the indebtedness...of the1

countries. , .

-:2-ir:—":'Table":5 , ..which shows vthe" :cb;mp-osition of "net^ flows :..of" resources from'"the"

DAC- countries, Vindicates tha:i-;pr.iv^tG-flows represented/about half of net-flows

from DAC during the period 197O-1973. These flows _play- an important role^inl;-.

the development process as they contain a high proportion of direct investment

-but for that reason ^hey are..aimed .at the most developed countries -of/the' third

.world, which have a capacity to attract such investment^'- ' The h^
countries ; do "not,-"the^e^orej'-dGrive groat benefit from ..them,- -■
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in US dollars" thousand millions

j.-mge

;a97O:.:- 1971 :■■ .1972 ■:-. 1.973

ODA grants .

Private grants

ODA concessional; lban's. ■ ■ .

Direct investment

Export credit and other lending

3.32 . 3-63 4.37 ■■ 4-4&

0.86 0=91 1.03 1.36

2-38'--:;-.?>79" ' -:2.37 '" 2*67"

3**53 ' 3,?1 4.44 6.17

3.79 4-57 4.70 6.83

.\iOtal bilateral flows 13- 15.61 16-91 21,52

Source,: Pev^ip^SSiL^PrPi?6-?^A°E:_A2Ji -5^X1^5, (Paris, Organisat ion
for Economic Co-operation and Development, 1974)>

22 v, ■: The: total net flow of private capital .other than, grants..rose, by 29 per .- .■

cent, in nominal terms^ from £8.6 thousejid million in 1972 to $!ll, 1 thousand

million in" 1973 J7ho:-'share in the total net flow of resources from DAC countries '

rose: from 30 to-4Q-.per-cent. ■ The components of such investment, have developed

in various ways While direct investment rose by. 50 per cent .and bilateral

portfolio investment' by 43 Per cent-5 a substantial fall in multilateral portfolio :

investment, was recorded between 1972-- and 1973' ■ ^n "fctLG. other hand, private ;

export credits fell both in nominal terms and as a percentage of net flows of

resource.s.. .Grants from private agencies rose slightly^ from,■§!»jfchpus.and million in.

1972 to 1,4 in 1973,

23.. For flows of private capital as a whole, while investment and loans more "

than doubled between 1970 and 1973, with a rise from 30 to 40 per cent of the

share-in total..net .flows of resources-from the DAG .countries.,,, private export . ;;

credits, substantially decreased during, the same period.

total-fell, from 13.3 to 4-9 per- cent. - - ■ ■■

Their, share in the

24 Table,7 shows the geographical.distribution.of financial inputs from: the

I)AC countries.and-multilateral agencies in,1970-1973« The table:shows that .the ■

net sums received by Africa rose from rTJS3,O78,23p',.OOO in 1970 to-v47073ji60rOOO

in 1973 - a rise in nominal terms of the order of 30 per cent, compared with a

rise of 65 per cent for the total net sums received by America, 60 per cent

for Asia, 30 per cent for JUurope, 37 per cent for Oceania and 55 per cent for the



/
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rise in the over-all total:- In addition,-Africa's share in the over-all total

was well below the shares of. .America and Asia during the entire period 1970-1973 =

The yearly figures show the worsening situation From 21*2 per cent of the total,

in 1970, it fell to 18 per cent in 1973, while America's share rose during the

same period from 28*7 to 30,5 percent, and Asia's share rose from-35-7 to 37

per cent. Accordinglyr Africa's share in the over-all total fell, while the

shares of America and Asia improved. The reduction in Africa's share was

sabsHjantial in the sums received "by the countries north of the Sahara,-while the

sums received by those south of the Sahara, as well as their share, increased.

resources to various regions, 1970-1973 - Total.flow

Africa, total

Forth of the

Sahara

South of the

Sahara

America

Asia

Hfurope.

Oceania

Over-allj total

3,

1,

"1,

4,

5*

xr

U

1970

Mount

078.23

036,15

793.31

167.99

198,95

097.64

442=98

,542.5

21,16

7-12

12,33

28.66

. 35.74

■ -7,54

3.04

3

1

2

3

6

1

16

.1971

Amount-

,760,27

,255-02

j206,20

,957.58

,267,36

,244*68

■389.51

,738-. 20

i

22

7

13

,46

,49

,18

23.64

37

7

2

.. 44

-43

.32

3

2

,4

6

1

17

1972

Amount

,547.84

816.46

?543-85

,745-27

,164*14

,266.55

499=23'

,894-4

t-

19-82

■ 4-56

14-21

26.51

34-44

7*07

2.J8

1973

Amount

4,073.16

584*47

3,391,19:

6;879*47

8,353.78

1,441.89

607.33

22,520.40

i-'

18.08

2

15-

30:

37-

■' 6,

2,

.05

-54

.09-

-4 --

.6.9

25- Table 8 shows the distribution of net total QUA from BAG countries in-.the

form of concessionary inputs from multilateral agencies for 1970-1973' ICxpressed

in nominal terms the sums granted to Africa rose by 42 per cent - a figure higher

than the rates of increase in the sums for .America and Asia- In comparison with

the over-all total of such net total QOA, Africa's share / .which represented; ■

26 per cent in 1970, rose to 28 per cent in 1973, while those of America and Asia

had fallen. This trend is in general1: favourable to Africa, African countries

north of the Sahara benefited little from the trend, while.those south of the

Sahara were substantial beneficiaries, . . . ■ '
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8: Bet

1970

Amount

1971

Amount

■ 1972

f■ Amount f

'1973"

Mount

Africa,'total ' 1,682.35 25-79' 1,961.93 26". 33 2,101.57 26.7& V25396.02

372.94 5.l 398-78 5-35 36&S7 4.6f; 415-07

Europe;

Oceania

Over-all, total 6,521-40

1,270.39: 19-48 1,529-37 2O'-"53> 1,700^9 21.67 1,937.87 22,33-
962.06. 14-75"- 929-04 .12-47 953,62 12.15-1,004.67 11.58"

3,088.80 " 47-36 3,557 ..97 ,48^0 3,5^44 44-36' 3,990.03 46.02
223.26 ' '2.99 278.34 3-54 223,76 2.58

284.12 3-81 368;.14 4.69 428.56 4-94

■7,846.50 " 8,67^00 - - r ■

178.38

263.05

2.73

4.03

7s448-9O

26 rTal)ies5anai0TDel0W':-show.the.-,diBtribution of net total bilateral OM and the
net amounts of bilateral and-multilateral' technical, co-operaiiiqn. expenditure for

1970-1973. In -connexion' with -the:-data in; these: tables, the same trend as that' :
stressed above'may. be observed.;- This trend is all the.,more favourable; to Afrr
ODA is the1 form 6f assistance which includes the. mas* ..concessionary terms^gran

the donors;;,' " ■■ '■ -; ".■:"' :: ■.■■■■-.■■--■.. ..■_-■_ .■ _ ; ] ..... .. . ■ _., .. _ .._.._' . ...

,. total

America

Asia

Europe

Oceania-

1970

Amount

1971
Amount

1972

Amount

1973
Amount /■"'

l,3O5-l6 22.86 1,525*19 23-75 1,653.32 24^43 1,830.60

314-83 5.51 ,' 328.43 5-11 290.07 4.28 309-45

Overall, total 5,707-40

966.18 I6.92' 1,165-25 18.14 1,333.93 19-71 1,478.34
867.38 15-19 819O1 12-76 854.88 12.63 891-79

3,219-80 50.14 3,158.23 46.67 3,287.61

186.13 2-89 262.58 3.88 206.54

275-38^ 4.28 360.78 5.33 422.48

6,420,90 6J66.5O 7,155-00

2,818.21 49-37

150.86 M

257.72 4.51

25.58

4.32

20.66

12-46

45-94

2-88

5-90
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Table 10: °f 'Maatoral:. ajdd
eipeiaAiture' in millions of US'aollars

America

Asia ..

1970

Amount

1971
Amount

1972

Amount

1973
Amount

118.-63 6,18 117-44 5-62 134-28 5-70

Oceania. , . ,.

Overall, total 1,918-92

551.19 28.72

332-71 17,33

543.15 28.30

39-82 "a'-p?
25-39 1-32

661.64 31.67

' 387-59 18-55

545-60 26,11

37-76 1,80

33.04 .1.58

,-2,088.95 .

744.29 31.64

398.:51 16.94

22,62

1.77

532-09

41-77

43-86 1:86

2,351-73

881.39;.-30.52-

457-04 15-82

605-23 20-.95

" 44-61 1.54

149-99 5-19

2,887.71

27.
Table 11 indicates the district ion of ^lateral OBA and flows from multilateral

received by 101 receipient countries classified by income bracket 1969-1972
a^rage/: The table shows that OBA and flows at concessional terms from multilateral
alencSs decline rapidly and re^larlyas one moves: across the table from^the lower,
to the higher' income groups. The poorer countries, represented by the first two
groups, cfvering the Sas^develc^d countries and those with Egr caEite.noome lower
than f.200 including most African' countries, received more ODA during the period .
19^-1972 oA and multilateral concessional flows represented fairly high shares
as a percentage cf imports for.those two groups. lie same can be said for the
distribution of'the total flows per, capita. In general it.may be concluded that
during the period under review aid to the developing countries had been aimed at the

lowest income groups. ■ ....
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fr.om. various

28, There are grounds for "believing that, up to and including 1973, .
financial flows provided by the DAC countries made up 90 per cent of ■ the official
and private capital received "bilaterally "by the developing countries (Suro- ^
currency "borrowing not included) On the other hand, the share of.DAC countries
in the supply of financial resources,, (official and.private) to the multilateral
institutions declined "below that percentage, Apart from bilateral, flows frote-, the
DAC countries; some member countries of OECD which are not members of DAC provided
financial flows to the developing countries. The second largest group in size
comprises the communist countries, with 5 per cent of the total flows and 10. per
cent of the official flows, The group of OPEC members made official disbursements

of the order of 1700 jnillion in 19-73, as well. as. private flows, ;However, the
importance of that group's pledges: and commitments-during the first nine months

of 1974 (over'£10,000 million) will change the" order of, the suppliers of capital
to the developing countries. .ISuro-currency lending should also .Joe mentioned*-

29. Among OECD countries other than the DAC members, some provide substantial

assistance to the; developing countries, Finlahd^has an aid programme in thef

proper sense.. Its ODA disbursements rose from £-7 million to '< 28 million ove,r' the

period 1970-1973, and the major part is made up of bilateral grants, representing

more than vhalf in 1973'- So far the recipient of this aid have been the United

Republic of Tanzania, with 30 per cent of total bilateral assistance, Peru, ■;.

Ethiopia, Kenya, Nigeria and Bangladesh- . ■ ' :_■■

30.. Ireland's development assistance is still very modest. ' It is provided -'

through multilateral channels and voluntary agencies. Ireland had increased■■■

its contributions to UHDP and had decided to participate in the third IDA ■■:

replenishment-

31 Spain provides an increasing amount of resources through multilateral

organizationsj technical assistance, export credits and private..lnyestments.r/

It had decided to participate in the third and fourth IDA replenishments, ■In:1973

it .joined .the African Developmeni;. Fund with ,a capital subscription of '■2.4-'million.

32, Yugoslavia, an associate member of OSCD, provides aid to other developing

countries through technical assistance, joint ventures and export:credits,. ;It

participated in the third and fourth IDA replenishments, and contributed 12;4,

million to-the African Development. ]?und In early. 1974? i"* made available a large

amount for a power station in the United :Republip of Tanzania. / .

Cjjmmunist^ countries' .;; ;.' ■. ■ ■ .-. ;- '" ' " ; ■■

33, The financial, flows from communist, donor, ■countries to the developing'.-. '..'

countries are difficult to estimate. A'tentative estimate, would suggest that the

flow has fluctuated^ betweenfl.4 thousand million :and $1.6 thousand million annually

l/ P.eyji9^ejit^r^c^p^ra^^^_J^^Rgvi^ (Paris, Organization for Economic
Co-operation and Development, 1974) ■
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over the years 197O tb- ■1973^:.;-''in 1^73V:Soviet flows declined by fl20 million while
Chinese .aid increased by about £200 million. East European flows have, largely remained

.unchanged at about &300 million;.-Estimated net flows from the-USSR decreased from
£870-million in I97O to t75O million iin'1973', -or from-0.27 to O'«l6\per cent of the-
estimated G1P,. 'China makes the inost important aid:'effort; Its net disbursements are

likely to have exceeded £500million' iidi973j ..'corresponding to"6.3"per1cent of GNPO
In contrast from aid to the USSR, Chinese aid continued to be very concessional, China

provided .a £1Q million general'support .grant to Zambia, and a f-2& million'grant, mostly
wheats to'Egypt,,'In 1973, Chinese'aid was concentrated on Africa* The largest loan

recipients were .Zaire.(£100 million), Cameroon (t)75 million), Chad", Senegal and Upper
Volta with'close to ^50-million) each: "^^his geographical concentration on Africa :
seems tobe continuing in 1974, . . . ■ ■ ■ ■ : , ■ - .,;

34- Available statistics concerning total capital pledged on a bilateral basis by
the communist -countries "to. thedeveloping. countries end "in 1972, For that year, the

total pledged waa-4:l,492 million,'of'which 38 per cent was destined for Africa,. 10 per
cent &r';Latin-America and $2 per: cent for Asia, African recipients were Algeria,- Egypt,
Mauritius,'.Sudan; and Tunisia. ■ ■■■ : ■ • ■ ■ ' -.--.■ ■.-. .. .'■■ ..-■ . .■■'

35= Over the period 1970 to 1973, OPEC member countries provided official assistance
to developing countries fluctuating between €400 million^and £500 million annually,'
Since the-'■ end' of':ths 1967 Middle• East war disbursements--of aid have^ ■increasedj-most' '
have gone to Arab countries, though some amounts have gone to African countries south

of the Sahara. L-uring the first seven months of 1974, commitments by the OPEC member

countries reached a total'/of ^12.2. thousand million,- including 16.2 thousand''million
in bilateral commitments, taking into account the $3,1 thousand million offered to the

IMF in connexion with its oil facility and $1 thousand million made available to the
World Bank* In 1974, one third of bilateral commitments (about £-2.1 thousand million)

i-ient to the1 most seriously effected countries as listed by the United1 JTations, and some

14-1 thousand million to. other developing oountries,— As regards, disbursements', they
might have been !of the order of ,^2 thousand million^including £600 million'for the1
most seriously1 Effected countries;1' -. ■ -i."/. "l" ■■.-.■-. ..■-■■■ ■ ■"'■"■ ■■:." ■- ■■::.

36O i .Apart from: bilateral flows,' net flows-."of- resources received by the' developing"'
countries include flows from multilateral, institutions, l/ The assistance provided'7
by such Institutions occupies an important place in the total flow of financial
assistance to. the developing countries ' ■:; ' . ■■■'. ' ■■ ,: :..■■.■ ■ : r ■

37«" : Table 12 shows;net disbursements by multilateral agencies to developing countries
in.the.period 1970-1973^ The total of such flows rose from '-1,560,000,000 in 1970 to
2,020,^000,000 inM9715 1,970,000,000 in 1972 and 2,330^000,000 in 1973. During those
years, the ■percentage' of grants was 41,-36, 40 and -37-\per 'cent respectively of the
total leans' and' .■ grant s» ■: ■■■ - .... ■ ■ ■ , ■'■ ■. ■

1/ Multilateral institutions include the World Bank group, regional banks, the
financial institutions of the EEC and a number of agencies, programmes and special
funds of, the United Nations. ■ ".-'■■. ■ . ■ ■ ■ " .-...-.■
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During the fiscal year ending in. June 1972, new loans and credits approved ."by the

Bank and the .Association (IDA) "brought the total sums granted to Africa to 581 million,
against 474 million'in 1971, out of an overall total of 2,966,000,000.in 1972 ^nd

. 2,505f 00,0T000. in 1971 for all regions. At the end of the 1972 fiscal year, the ■
cumulative"total of Sank loans and IDA credits to Africa was 3,654SQOO,OOO,".

.32.. .Table 13 shows Bank loans-and IDA credits, approved in .1973-1974- .The ISA

ci^dits^represents 25 per cent of the total. Of the over-all total, Africa's share

.was'25'per'cent; Africa, which-had received 22 per cent of,Bank loans, compared

with .22 per cent for Asia .and 28 per cent for Latin America and the Caribbean,

received only 34 per cent of the IDA credits compared with 60 per cent and 3 per ..

cent respectively for the other two groups.

40 The African Development Bank substantially increased its loans during the

1.974 financial year. Its loans rose from 25,560,000 UC l/ in 1967-1970
35,75,0^000 UC in 1973 and 73,450,000 in 1974- The number of member States which ■ ■

had received Bank loan rose to 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

JJund approved 11 projects and 6 studies, representing a total commitment of 42.

million. UC.

41.. ■ r .Table .14 shows contributions from 13HDP .and- United Nations organizations to... ,.

developing.countries in 1970-1973. It.will -be noted that such contributions have .

increased by.about .40 per cent. ■ .

■Finan<iia2_ter^

42< In October 1972, the DAC adopted a new Recommendation on financial terms and

conditions of assistance to replace the previous, recommendations on the same subject

dating from 1965-and 1969, ." It entered into force on 1 January 1973< Accordingly,

that year was the first -for-which donors' terms policies were assessed under- the: ■.'■■-

new Recommendation, The Recommendation provides for financial conditions .a single -

over-all goal, expressed in the form of a minimum grant element 2/ applicable to
the whole O'DA programme of each country. In order -co soften the overall financial

terms of their official development assistance? the member countries will be expected

to use their best efforts to reach, and, maintain an average .grant element in their

total official development assistance of at least 64 per cent:

43, In 1973, the grant element for total ODA commitments extended all =■.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.ODA commitments from 63 to 66 per cent and a softening of the grant element

of ODA loans, For the DAC countries as a whole, it may be noted that 'the average. '

financial terms for. ODA loan .commitments to some extent improved between '197O and

1973, The maturity rose from 30 2 to 32.6 years, the interest rate--fell from .2 8 to

l/ One unit of account (UC) is equivalent to 0 88867088 grams of fine gold.- it

is equal to USS1-20635' ■..:;,-" ' -f

2/ "Grant element" is defined as the face value of a. financial commitment les's ■.

the discounted present value of the amortisation plus Interest payments (using a . ■

10 per cent discount rate),



Table 12 s ejrtsja^^

Loans s--, ■ *

-"'"IBRD—-- —-- ■--■■*■■ -

IDA

IFC

IDB

a:db

ArDB

EDF

EIB

Total loans.

Grantss

EDF (gross)
United Nations

Total grants

Total loans and grants (

Table 13i' World Bank loans

-. * of United States

1970

-.,,,.. ... 395-. ,...,„,

1^0

67 . .

263" "■■
—2

«35

10

37

913

174
472

646

... .. 1,559

and IDA credits

dollars /

1971

....... .,569- ■
283

56

291

-0

■ 47'-

14

31

1,285

210

513

731

2j0l6

approved

1972

, . . 614

270

■41
-ZT

—o

--■';.■:■'■-:!■=:■ 39.'.,

10.

■ -2B

1,177

' 222

570

792

1,969

in 1973-1974

---■:-' ■-,.;.■-.■. . - ,

1973

C13
C08' ■

■■ ; ■■:-■: ■■■.■-■ ■v.gG" -,y\

-1

' ■ . " ■ . ' ' ;; . 83 :

14

■■"■■- 45

1,470

■. ■ .... , ^23

■:,-., .o 538

061

in millions

■■ ■: , ''".■■

Banlc Loans
Number Amount

IDA credits
Number Amount

Total
Amount.

Africa^ ., . . .30

Eastern Africa : 10

West Africa : , 10

North Africa 10

Europe, Middle East 25

Asia 23

Latin"Americar and

the Caribbean 27

Over-all total 105

703.7

209.9

160.7

913-4

715.4

3,218.4

30 370.4
20 193.5
14 121

4 50.9

4 4ia
22 646*4

37.3

69 1,095.2

30

. -24,

i.29/-

45

32

281.7
384.0

.-954.5
1,361.8

""923.2

174 4,313.6

Sources World Bank Annual Report 1974
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Table 14 ; Contributions bY,UNDP, and United:C Y,, :igj^^i

developing countries - IKsbursements^^ number; o^ fellowship^ and

expertsg:l_97Q"1973. .-.-....,.. • . ... .......... , . .

Disbursements, total

(millions of US&).

A. United Nations organisations

lo Regular programme

2C Other Funds,. .

B, UNDP

le Technical assistance

2. Special Fund

;?sirips "(number ) - - - ■-■ ■ ■-'■ -■■■■ ■■ ■■■■II,

;'" 'A"."' united -Nations - ■ ■■--

la Technical assistance

Za Special Fund

III. Experts (number) \

i A«" ■ United Nations

la. Technical assistance

2a Special Fund '. .' .

1970 1971 1972 1973

53

35

200'

350

4,620

11,240.

2,131

9,109

2,G46

325

2,425

12,6G5"'

2,062

10,543

3,356

7; 187

350

85

44

41

239

56

134

11,700

5,165,

6,543.

l6b

4o

33

267

e e*

• o-a

10,055

. "4,431

5,624

397

135

60.

:262;

4,388

12,053

2,129

10,729 , lOjiSi, ,:



Page 19

:-2-5 per cent, the grace-periDd_ros&-^Tom-7^3 to-'8..6
of loans accordingly rose from 57 "to 62 per-cent.

44, Table 15 shows the average terms of loan commitments and ;the' grant element ...

'in'loans and grants for Africa and other regions in the period 1970-1972. Total
;lo'an commitments rose by 41 per cent,- Between^O and 1972, a'general .hardening- -
:of the average terms for such commitments could be observed.. Maturities fell to ,
17 5 years, against 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, instead of 35 per cent. The proportion of grants in...
:the total loan commitments, which was.. .21 per cent, fell to 19-per cent,, and the ,
'grant element of loans and-grants fell-.from 4&to 43 per cent. For Africa, .
between the two years 1970 and 1972, total loan commitments barely increased,
'the average maturities cf loans fell from 24-1 years to 22.3, the grace-period ,
fell from 5.9 years to 5.8, the interest rate rose from 3*4 to 4<1 per cent and.

I" the grant element deteriorated, falling from 48 to 42 per cent. Total grants
;rose substantially, as did the proportion of grant element of loans,and grants.
:.It>should, be noted that the grant element of-loans and grants.to Africa" was lower.
!. during the years 1970-1972 than that recorded in South Asia, but higher than the
> levels in the other regions,, It is of interest to stress that in 1972 total
■ grants \rere higher in Africa than elsewhere, representing 38 per cent of .total ;.;
■grants. In relation to loan commitments, total grants represented 61 per cent -.
■in Africa, against 28 per cent in East Asia, 8 per cent in the Middle East, 30 per
icent in South Asia, 4 per cent.in Southern Europe, 7 per cent in the western; ;
! hemisphere and 1& per, cent fop the average of-those segio.ns< / ■ , ;

: 45 .^e total indebtedness of developing countries is assuming impressive levels.
• At the end of 1972 the debt .outstanding of 86 developing .countries - ;.extemal ; - ...
■ public debt outstanding, including undisbursed - reached almost UOO, thousand : "
million which, together with some C50thousand million of private foreign; invest-;

i ment, constitute their total foreign exchange liabilities. The accumulation of; . : .
so many external liabilities by developing countries is at the origin of. debt ,: .

: problems. The cost, .of indebtedness, and the burden of debt, servicing vary r j

"depending" on t1^-1 importance-.of the elements making up the debts IDA debt, ODA . :■;
debt export credit' debt and private bank debt/" In 1970, 70 per cent .of the :■ - .
U00 thousand million of debt were made up of public bilateral and multilateral .
debt, as against 30 per cent for private debt, The softness =of certain debt .
componen'ts 4* shown in thair. share, in debt service. At; the end of 1972, bilateral
ODA loans from DAC-amounted to f 28 thousand million, or 37 per cent of the total
dispersed external public debt, but accounted for only $1.8 thousand million in debt
service or 20 per cent of that service. In contrast, debt 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, . : .

AS, In sum, the debt outstanding of the developing countries under sums disbursed
at the end of 1972 represented about 75 thousand million and 9 thousand million .
of debt service, including 2,6 thousand million for interest payments (3.5 per... .
cent as a percentage of debt outstanding} and 6.4. thousand million for amorfciza-

tion paymentsi (8,.5:per cent as a percentage, .of debt outstanding). - r
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47 Table && shows the distribution of debt out--etanding and debt service "by

■ income-group "for/the period; 1570-1972, ' The figiire-s are/ooarorted at current
exchange: rates:'1 ' Accordingly ? the increase in debt and' debt service includes the
effect of recent currency realignments. It may be observed that, with the
exception of the oil producers, the relative debt service burden increases for

countries in higher income groups. - ' . ' ' ' '

develPp_in£j3oim£rjLejj-

End of year

"Total Oil Other countries.

Producers High income , Medium income Low income

1970

T971
197.2

72-9

85*1

■99.4

Debt service of these countries

1970

1971
1972

6.1

7.0

8.3

12.1-

15*0

17-7

0.7
1.0

1*5

29

34

41

3

3

4

♦ 0

■ 5

-9

-4
.6

.2

12,6

14*5

16.7

1.1

1.1

1.4

19-2

21.1

23.1

1.0

Iv2

1.2

Organisation for.

Economic Co—operation and Development

48, - Table .17 ^hpws the distribution- of the external-'public debt^ outstanding by"

region and by type of .creditor,oh. .31 December 1972/. Africa's share..of.; the.1 debt' ■
isr 16 per cent; '. Bilateral, official loans and credits' and., multilateral loans and

credits with a high grant element made up: 17 per cent .p.f .'■the total in tjte' case

of Africa,-'as against 75 per 'cent for East, Asia, 66 pe,r-'cent' for the Middle
93 per "cent for South Asia, 70 per.cent, for .southern' .I^pape' and,5^ per.ceht :_fo.r '
the western hemisphere This means that the components of Africa's' public debt
were less favourable in terms of their impact on debt service than those of

East and South Asia; and that they included a higher proportion of debt contracted

on hard terms,.
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.^^tst_g,ndihg of 86 developing countries,"

Region Disbursed

. only .

Including undisbursed

Total Bilateral Multilateral Suppliers Banks

official-~ -..-,(.--

Other

Africa 10,900

East Asia 9.665

Middle East ' 7.782
South Asia..,, . 15-050

Southern'Surope " 7»O31

Western Hemisphere 21,458

Grand total 71,887

16,248

13,824
11,036

; 18,384'"
' 10,308'
29,576

99,376

8,662

7,558

. 6,400

13,098

■8,198

49.,O95

2,966

2,725
842

.'3,999.
"'1,918

7,314
19,763

2,525

1,955
1,216

1>125

758
■ 4,608

12,186

1,163
979

1,033

154

1,735
5,888

10,953

933
608

1,544
81

718
3,568

7,379

Source: Ajgnual_JReport..231A (Washington, International Banlc for Reconstruction and

Development), : .-..,.

49- Mention should also be made of the effects of "Suro-lending, Table 18 shows the

published syndicated'Euro-currency loans in 1971, 1972, 1973 and the first half of 1974*

It is clear .that. Africans,:share-.is poor since, it was only .5 per cent in 1971 .and 1972,

9 per cent in 1973 and 3 per cent- -in the. first half;.of. 1374^.^K;"cp.stof -"these ■-loans
is relatively high and varies according to the competitive situation in the market.

The debt .servicing..costs vary, parallel, to movements ,pf the eox month Euro-dollar rate.

Prom about- 7, per. cent in .1970, it rose .to. about 14-'.per cent> towards tixe. end' of' 197.4 =
The advatange of.tfce.se loans lies .in the fact that they., are united,;..but their "

relatively high,, cost add- importantly t.b .the debt ^service..burden of"'the borroi-jers...' If

the borroi-jer-s ;continue,, unie.r-:pressure from balance.-of-payinents- problems, to resort
to the .use of ...such funds,, developments- in the market will decide .pn. ;the. continued"

availability of .Euro-currency for :deveioping: countries,
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Table l8-: -Published TtorortagivmJf^^

Algeria ,' ,

Angola.".' .

Gab,on.; " .",v

Guinea

Ivory Coast

Kenya

Liberia ,

Malawi \ .

Mauritania :i

Senegal " " _"'

Sudan

Swaziland

Zaire

Zambia

Total Africa

Total developing countries

Other countries

Grand total

215

1,475

2,645

4,120

^v^^^SBS^l^^L (****. Organization for Economic

Co-operation and Development, 19/4)*

context of debt problems, stress should b9 laid on the effects of

trade of the developing countries- has on

d Sith money whose value has fallen as result of xnflation.

51. ae debt of developing countries is denominated in various currencies: atout

fO~per cent in United States dollars, abcut 10 per cent in ^-"^^^ ^



E/CN.14/AMA/75
Page 24

estimated'the effect of the 1973 alignment to be close to 5 per cent, ^effect of
the realignments was least pronounced for the African'countries and countries.in Latin
America, whose debt is largely dollar-denominated. Che increase in dollar prices of
developing countries' exports helped to reduce in real terms their debt outstanding.

52-"" Higher commodity prices, and particularly oil prices, added a further dimension
to.the already differentiated geographical pattern of IDC indebtedness, 1^ the
exporting countries gained in terms of their balance-of-payments position,, and the
possibility of making pre-paymenis 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 situation hadtwo effects on
their debt: one. insmediate., on their balance-of-payments, and the other, slightIy_
retarded, resulting from the need to resort to external borrowing. This resource inflow
causes new indebtedness and service charges are created,

53, Table 19 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 cent of exports of goods and services
in five countries cf the 38 referred to in the table. They varied between 5 and 10
per cent in 17 countries, and were lower than 5 per cent in 16 countries.
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j?able__1_2 - Service payments on external public debt as percentage

of exports[fof ^oods and servi,o_esj_J_97Q-72

1970 JSi J272

ifrioa ■'-•■■■■■_■"- ■ ■ ■; .

Algeria ■-■::..-■...:"

Botswana . . .■ ■■; ■. -.:

,SLvrun;di . - . ■ ■ .. ■ ■ ■

Cameroon, ;;.. ■. ■ ■■ ■ ■

...CeiitpraLjifrioan Republic-

tiohad ■;, ,•- : '■ . ..■ ■ \'■
.■.Qongo ■-. .■ . ■_.. \, :■■ ■ ■ -,

.Dahomey .- .- .--,...' s ,

.Egypt.

Ethiopia

Gabqn ;. ■,.. ..;. ■ ■-.._■■

Gamtd,as The ■..- : • ■ . .;;■

Ghana -.-.■ . \ -•. .,■ ■■ . :

XYfOry-Ooast . -.-- '.■■■■'"■
^anya . ■ -. ■ ..: ■ ■.■■■■■.■ ■ ■ ..

Lesotho'-. , ■ ■ . - - ■ ■:

Liberia-,. ■ ■ • . •■ ■■■■■'...■■.

Madagascar.■ ■ ■ , ■ ■■ ...

Mai-awi.' ' ■ -.■.■':.
Mali

Mauritania

Mauritius

Morocco

Nigsr

Nigeria

Rirsn&a

Senegal

Sierra Leone

Somalia

Sudan

Swaziland

Togo

Tunisia

Uganda

United Republic of Tanzania

Upper Volta

Z3,3! re

ZatnM a

-T0.1

. : 2,3 ■ ■■

. : ■ ■ 2,0

:■ . '. 4..0

. . .-.- i&■■■:,■ ■:■ ■.
■- . 3v 2 ■ ■-■ -

. ■"■8.0 , ,
2,8 - ,

. 26,2

11,7

■■ 5*3

' ■ ■ 0.7 :■:
■• 4.7 ■-.

■ 6^-0

5«3

8.5 .
. 8,0 .

■-. 4.0 ■ ■ .

8.9 ■■ .
1,7
3.2

3.7

8,4
3,9
4.0

1.4

2.3
9-0

2,1

9.1
4,6

3,2

19.5
4.6

6,7
6,9
4.1

5.1

■ i 15.2 . ■ ..

■ ■ : 1,9 ■■ ■ :
1,8: . .-■

5.1 ■ " -.-■■■

... ■ : 2.-1 . .

: .7*7' ■ ■"

-.■ v4,1 •-.

:. 19,4
10,6

■'- .6,7
1,1

.. . '6,6

1*0 : .

.:-,:■> 5-8 -

■ -.■ 7.1
- 7,0

> ■ 4-7

■ -. 9,1
0,7

3,1

5,1
10,3

6,1

2,8

1,8

6,0

8,3

2,5
12,0

5.2

2.8

16 V6

6,5
7.4
5.0

4,7
9.8

14*2

,2,3

■ 7-.-1

5.r4

1 -5
.4.8

8,5
2,7

. 31.5

8.7
7.3
■1,6

3*>Q

7c4
5-6

5.1
. 6,6

4.1
7,8

1.3

5.8

2,'1

8.5
6.5
2.5
2.3
4,2

o,7

3.0

12,3

9.0

5,0

16,2

-6,0

9,6

4,4
ns&.

10,3

Sources innual Report .1974 (Washington, International Bank for Reconstruction

and Deveiopment).
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54- Table 20 shows external resource flows and service payments on external public

debt, ,by region 1970-1972, Fet flows represented disbursements on loans, grant and

grant-like ..loans minus amortization on loans, let transfers represented net flows

minus interest on loans. .;;The table demonstrates the importance of debt service:and

its influence on total flows. In 1972 debt service made up 35 per cent of loans,

grants and grant-like loans to Africa. The proportion was 28 per cent for;Sast:

Asia, 54 for:the Middle East- 50 per cent-for South Asia/'52 per cent for southern

Europes 54 .per cent for the western hemi-sphere and 45 per cent for all regions." In

other words/ debt service absorbed more 'than one third of external resource flows

for Africa ;.and more than half of such flows for other regions (with the exception of

the South Asia region) during the year under consideration.

55. This^situation has constantly worsened during recent years, accentuated-by

the impact ;of the recent energy crisis and-upsets in the terms of trade. The

debt problems of the developing countries-have created a worrying situation, and

led to considerable work % the VJorld Bant? BO1, OSCD, IMCTAD and others, withthe
objective of suggesting appropriate measures to prevent the serious difficulties ■

arising front the debt problem from representing a handicap to the economic--V

development -of the developing countries and the international resource transfer'-

from the rlc&er to the poorer countries, /Serious efforts have been undertaken to

re-organise de"bts? particularly as regards the most seriously affected countriesi
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560 The Committee of the Board of Governors of the International Monetary Fund on

Reform of the International Monetary System and Related Issues (Committee "of 20)? • ■ ■
having concluded its work on international''monetary, .reform, agreed on a programme

of immediate action^'''The '-programme- includes a, recommendation for the "establishment
of a.joint .ministerial Committee of the Fund and the World Bank to carry forward the

study of. the broad question of the -transfer of real resources ..to the developing

countries 1and:t6:'recommencl^"measures". Following this recommendations, the Board of

Governors decided-, during its, meet ings in. September ..and, Optober 1974? to set up a

Development Committee under it's terms of reference: ■ ■-.. •. . . \.\" ■''."■

(a) ''Me 'Development"Committee .shall-maintain. an overview of the development
'"' ' "■■'prb'6evss::-andvshall^-advlse';:and' report to ..the Boards, of ..Oovernbrs bf the

Bank and the Fund on all aspects of the.broad question' of the.transfer- '
.of real resources to the developing countries, and shall' niaike" suggestions

; V." for 'consideration'/by^those concerned regarding, the implementation of its

■'""-: co'nclusiohs> The-Committee shall review,, on a, continuing >asis, the

progress made- in fulfilment, of its. suggestions,; ..-._"

:V (b) . The Development Committee shall establish ,a detailed programme of work,
'talcing-account' of the-topics .listed; in; annex 10 of the,Outline of Reform,

The Committee in carrying out its work- ^shall bear in mind the need/for ;

co-.orclination with other international "bodies;

(c) ^he'-Developnient Committee .shall-give urgent attention to tJie problems

1 ' ■''."''of (i') ":"the' least1" "developed countries and (ii) ;. those developing ■ ' _ ■

"'.' '' '. countries most "seriously, affected by .balance~of-payments difficulties : ''

1 : in" the'current' situation. ,(■■■:- .; -.■■ ■ ... ... ... . ,; -.'.'■

57... The. Development Committee held its inaugural meeting in October 1974, and examined

the'situation arising from its terms of reference and .adopted its initial programme

of work; -The Committee held"its^second meeting in Ifashington on,17 January 1?75? its

Executive Secretary presented several reports, on the situation, of ,.t|ie; most "seriously '

affected developing countries, measures to adjust, to the new ..outlook in commodity'

prices and. the future work programme of Committee,

58- : The members of the- Committee .engaged; in. a. general-exchange" of view regarding the

present situation and prospects .of the ■developing countries... , Members, .noted that many

developing' countries found themselves in serious difficulties as a result of ■;

substantial adverse changes in" their .terms, of■ trade and an adequate flow of external;

capital "'* The Committee -agreed that the industi-ialiaed countries should, seek to: adopt

such'.adjustment-^mQ'asu'res' considered, necessary in their circums-t.ance.s in ;such a way' as

to avoid any reduction in' the net flow of real., resources to. the developing countries',

seeking tO'amprbve 'the' conditions-under which developing countries ,and international

development finance institutions may have access to their capital markets and^to,' " ;

improve the real volume and the quality of official development assistance. The 'l

industrialized countries should also avoid trade restrictions that could negatively

affect developing countries exports, The members of the Committee also stressed the
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66, In the light of that situation, the Committee re-emphasized the urgency of
improvang^the: real .^^e and quaMtyo^officia^^

bilateral and multilateral, and reviewing -its distributitiir^jr favour''of' the ''poorest
countries. The Committee noted that the existing quantum pf^.aid waa.st.ill.-far below
the^7;Per cent of^GHP target for the middle" of the Second fieyelopme^IJecade: 'in
that^onn^zion,. the Committee 'noted that negotiations for the'-fifth replenishment
oi IDA were; scheduled to start later that year;. ' "■".■"■'.";. ' - :"7^ ;■'■ ■

I+J ^ f?^ a^eed thai; ^ere should .be'an expansion of the lending programmes
of the World Bank-and the regional development banks, The CQjnmitt.ee" decided to lend
its unanimou^suppo^t to the establishment for-one year of ^ new .intermediate, lending
facility -m-the ttfotfld-Bank known as the Third Windoif. There will be need for
eligibility criteria which will favour -the developing countries with-an annual
capita income of less than &375, ' ' '■

6Q, The members of the Committee agreed "to. urge the Executive Directors .of the 'Fund
to consider ull aspects of-the .establishment of a Trust Fund as well as to continue
tne study.of 'all possible sources of-financing, ' ' . ' ,

; vJ ^f^ appreciated that private capital flows must continue to play
t+ ! , i role-'in-helpingto meet the over-all capital'needs for development.
It noted.the importance- of measures to facilitate and expand the access of developing
countries-to. capital markets, and recommended expanded technical 'assistance- to
developing countries- seeking such access, \ ■ ' ' ' ' " ' "■ ■ '

70, ^ mas: Committee recognized the seriousness of fluctuations in the prices and
earnings of commodities and the need for effective measures to reduce such ' '
fluctuations. It also expressed its earnest hope for maximum progress in trade ?■-■■■
liberalization during.the ongoing multilateral trade negotiations/ "'" '■■"■ -:
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iifeoiution ^f.'the''ma;in'international monetary events. 19.73-1.975 an(^ -their ■■_ -:-':

impact .on trade and development, in. African ■oomrtries- ■ ■: ■.. ' ' . ; . ; ■" ■:

;ti« The study presented to the Association of African Central. Banks at its .

third' regular meeting (international financial and. oionetary, issues — their

implications for African trade and development -(3/ CN, I4/AKA/4O)) had traced...,.
the principal international monetary events from the beginning of 1971 to

mid-1973, after the second devaluation of the United States dollar against

gold-on 12 February. 197.3j the agreement of 17 March of the .same .yeai1-; tin -.- ;:

'fluctuations of Ear..6peah Community currencies, and..the- revavulation. of; the .,, .

Gorman mark. It was'concluded that despite all.-tho.se measures, .the upheavals,

had not "been stopped and that' the exchange, .markets -were: far .from reccverihg- . '

'their' stability, ' ' ■■.■.-..■■. ■' -: ". ■•■■;-

72. . Indeedt it was. noted that short—term interest .rates in Europe wer-e"

'continuing to rise sharply, reflecting, a general shift. in the stance of-.•■.' ■ ::
'■jsluropean monetary policy induced by the intensification of inflationary;^'.: ..■=...]

pressures. Investment of funds in United States dollar assests declined.

Speculation was also reduced,, and .both the foreign .exciiange and the gold

markets .were 'comparatively quiet.. There was renewed;weakness of. the United" '

States dollar 'against most HJur-opean cur-rencies.-...- In mid-July 1973> the ■ •':' :'

"currencies in the r narrow—margins agreement 7 .the Swiss-franc and-the 'Austrian-.:

schilling- had appreciated against the dollar, by amounts..ranging' from 9 per"- ■ ■■'.

cent to 18 per cent in comparison with early day rates. This depreciation

of the dollar in tne foreign., exchange -markets wa;s refle.cted in. a. new'wave

of speculative activity in the international .gold markets-: ' . - ". ■ ";' •■'''■'■

.■/Vf ■ ■ ■■ ■ , '" ■ '.' : .' ' ' ■ ■■■■-. ■ •■ . - ■ . ■ ' ..■■■■.:.'■-■■" ; ■ ■"

* 73»V International, .exchange developments ■ during, the year 1973 yielded to a '"■ ■

number of very serious events on the world economic and financial scenes

accelerated inflation and the rise in oil prices.

74- The high rates of price inflation that accompanied the expansion of

econoraic activity during the latter part of X^'c and early 1973 made them

selves increasingly felt- The counter—inflationary policies that had been

widely adopted in the industrial countries did not sltvw the advance of prices

in 1973= The inflationary upsurge in 1973 was by no means confined "be the

industrial countries= It also affected the developing countries, where the

acceleration of price advances was sharp and pervasive.

75" The international economic situation and outlook wer.e strongly affected

by a sequence of developments relating- to oil late in 1973* Since then, oil

developments? especially the incidence of their cost—r-aising influences, have

affected many price movements and the direction of development. The inter

national payments system was upset by the rise in oil prices* All im-portlng

countries had to carry out fundamental adjustments to adapt to the new

sha'oe of the oil market. There followed changing currency relationships and'

substantial shifts in the external current account balances of individual

countries? leading to major changes in the magnitude and direction of inter

national capital flows. These changes were accorapanied^by pressure on the

exchange markets, which was absorbed through-fluctuations in" floa-ting: rates.
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;f;th^ the United States

dollar) began., to firm against most leading. currencies 5"largely. a;s a 'result-

of improvement .in. the. United States "balance" o'f. ^a^ent's' on 'current account..

Howt3ver?. towards _ th.e "beginning of "1^74", '"a 'number; of .steps/were taien to '

ea^e controls '.on; capital flows in" the' United."States' and .se.yerar'b.oujit"ries"";

in* continental^ Europe. . Thi s was ■ foil owed' by' renewed"" ajppipecia'iiion1 .of '''fflo'^t' ~™
other'4 majors currencies against. theV^oilar.; i1rr;i- '".
Prance and. in;Italy were.1 terminated'."7 Towards .'tile end'ofjSay r another" 'Y' '""c

reye^s'ar^occarredi marked.by a] moderate." firming, of Hhe^dbllar.; 'and 'reiaHilveiL^
steady; exchange1, ra'ti?s.'.. .These .reversals',' in";one;:dire..ctaon.;and'lJ aiiotner,' were''

re|)ea^e|..,,thr6"iighpa1;'. i974"and' the,first.^aljT'o'f'.."1975,,;;gentxall^"'i?eflectiiag r
the_ weai^nesk"; of the'' dollar."1 as :a. continding'.fact. _ ■''"' ' ; .; ; ;■■"""" ' ■•-■;•■■ .r.=-'.

77, The1 'ifnpact', of 'monetary, problems' .and. adjustments oh"' the'trade' and-devetop-

iiient of Africaii 'countries was 'stressed in Me document "'mentioned1 "aboy'ev "': - -j~:'
The period since, that document was.;.pr.epared has been particularly marked by

constant fluc'-tLiations .in the exchange".'rates p,f" tW'~principal"' o"u:rr"'e"ncies. •'

The .riew'' situation ,-of '".greater exchange rate"fiexi'b|iiixy ;'posed new... problems '
of ""'adaptation for "the developing .codntries. ' 'Sicily "'variable' re]latibnships "

am:ong- tHe....ma^o:r currencies are 'a.'so.ufce 'of u.nceftaiinty . ahdJ'ihstability :-for. ;'

tile deveiqpi.ng countries.' 'Y-hey affect;'/the exchange ratesJ6f"sa'ch cduriir!ie;s;;
in .ways whi.ch d;6;not ;al.ways meet their" own neefts, andmake1 an ap.'prop'riate " '"'

■■excHange.^rate" res_.pbnse .on ^their part particularly difficult This" state' of"

affairs' is "an additional burden for'the developing-1 ■coun;irie!s,^^ ■"wnich;rari::the'

risk of losses in exports through depreciation of foreign "currencies-ih '■

which sale^s contracts have been invoiced._ Similar considerations apply to

the ■;vaHie,s ;qf "foreign financial asset's^ or. ■ext'erhai'debts; inciirred ■ by - '■ ' ''■■

developing countries Uncertainty 'caused1 by floating e:xch:a:hge 'r'ates has' :a V."
profound ippa'pt .oh economic mana^emeni" and'planning'In tiie 'developing "c6un^ ■

trie;?!,' whe.re.;bud^eta;ry . revenues./are" ,ofte.n ' highly "de^enaeht ;o;n export 'l-eyres;-

and "import duties," and may be "af&cted by-"exchange "r"atei:fitLc^aaiio'ns.r"':"-;Th"e':!i''
possibility of hedging- transactions in forward markets represents :a' new r ' ' -

cost burden for these countries,, and obliges them to resort to new market

facilities. In sumj in'-all ■ thV™-;p-po%-l-effl-s po'sM-by uncertainty in the monetary

situation ..and exchange rate policy decisions, the. developing countries, most

often'suffer a'.comparative disadvantage in relation" "to other "coant'rie's.1

78. 1MB1 Has; pat jitito effect a' set o;f--"Guidelines for the; Management of :' ■■ '■ ;"
Floating "Rates^. and has.Tecomm.endedJthat m.embers should use'■their' best : "■ ■" '■'■:'
endeavours i;o observe'them, ^hey^are "ihtehdVd"'to provide1 crite'ria1 that''"''"';
members; w.ou'l.d"observe^ in performing 'their, ■undertakings1.- Ther'are/'ba.sed' oh; '';
the;. .assumption that; in any Bituatibir of' f:16'atih"g it may be' deBirable'-:j(a;): tb':;" .
eddoth .out. very' "shprt-run fluctua'tio;hB;inJ market rates? (b) t"o'■ >ffer a ■ ■ ;: - -:>-

measure of resi starred to market "tendencies in the sji^htly longer;::rtin5' ';■ "■ "/;'
(c) 'to'■■form' .a^ reason'a'bie estimate; of the. medium-tarm norm for -a^cdun-try^s ' ;\
exchange "rate"? and-(d)'to take- accounV of'' members'1 reserve1 :p^si4;ions' jf/'v' ' " :"
The guidelines are of a tentative and experimental1 character."1";:! ■■"'""■-"■ ''■• •■

1/ .^l^ialir^po^t;• 1974 "'"'('Washih^ton, ■■International Monetary Fund1,-;1"974')-.
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.-7O.. "Table 21 :showS; the"'-ex<&a^ against",
the United States" dollar, and the evolution of" such; rates 'between- 13 August

1971 and the.end of March 1975- The'ta"ble: also-^indlcates percentage varia

tions in theseJ rates "between the "two dates. . . Only iwo currencies, those of
Egypt and Gh;,naj depreciated more ' tnan the US dollar- The currency of seven

countries! Kenya. ' Liberia: Malawi, Uganda, the..United Republic of Tanzania,

Sudan and Zaire -'devalued with the dollar j.. thus .aligning their rates with
the United Statfes. currency. Most African currencies were revalued against

the United States .dollar- .Theextent of revaluation differed from country .

to country, and.'varied' from, a""minihum of 0.83 per cent to a maximum >f 37-6'
per'cent. It may "be noted that the most;substantial,revaluations affected;

the currencies of African countries' in the franc zone, 'whose rates continue
to be fixed against, the French franc, and.tho.se of certain .other countries^.

Algeria, 'Zambia? Tunisia,' StKiopia'and . the 'Libyan. Arab "Republic. . " . *'

80, ^jost exchange, .rates in African countries are still fixed against a

foreign currency. The rates established against the United States dollar
are "-those -of Egypt, Ghana, Kenya, Uganda,"the United "Kepublic ;bf. Tanzania,

Sudan,'^ai-re, Rwanda, 'Burundi/ Zambia, .Somalia, Libyan Arab .Republic and
Ethiopia. Those fixed against the pound sterling are those of Sierra .Leone,.

Mauritius and the Gambia- " The currency .of the Frenc'h-spe.akiJag African
countries which are members of the west African iionetary Union and the Central
African Monetary Union .remain linked to the. French .franc, which is.their

intervention currency »■■ .... ..

81. The recent period .has witnessed several events of great importance in .

the* monetary and economic field. The 'development .of world inflation, the
oil .crisis, -the Declaration on the ..Establishment of a fte.w International . . .

Economic Order and the report'on the interdependence of problems of trade, ■

development finance and the international "mcnetary system are .particularly

worth stressing- ■ . . , ..-, - .-■■ . .-. ,. ■ .;

■ ' " ' ' ■ ■- , Th\e problem of inflation ' ' / .

82/ The .world'economy has been dominated in recent years by a succession of
monetary crises andupsots, but recently, and especially during the years

1973 and 1974, it. was in the throesof widespread inflation. This set of ^ ;
events .and situations constitues" t.he most serious .problem to confront the.
economy'and growth, of the international community and national Governments
for mo'r:e..than'thir.ty year.s. Currently, buth. in the. developed, world^ and in

the" developing wprld., inflation .is, the, most.- .serious problen^ of economic^

policy with wjiich' governments are dealing and. to which they are. attempting _
to find satisfactory- solutions. The wPXld-wide efforts which resulted in
the formulation of the International Development Strategy ape called upon

to make concentrated and concerted efforts to prepare an int-e^national
strategy against inflation, .,- . . ■ _..- : ■ ■ .. ■ . ■. \\

S3. In fact, inflation existed throughout the world, and particularly in
the industrial countries, from the 19^0s and 1;9o0s. At the beginning of the
1960s, the average price increase experienced by those countries^was about
2^5 per cent;, but, at the time;,' those, who were alarmed at what, wi^s then.
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.called.. An^l#ta£u^coi£3nily^^ by an

expansion of, prodocrftJion-and a -rapid.-iffiprovemejrt-in-levels of living.' The'

price - of-ini*Laiion did-not. appear to be too high-, since inflation helped1

..to -promc-t-e real annual growth in raos't.-e-conomies- ■ ■"■' ■■■ ' '

:.- '84, : Sin-qe .the middle of the 1960s and the beginning of the -1970s,' the. main

industrial: countries have- encountered." serious-difficulties in seeking tc .

continue, .to';-reach their growth and empl.oy.men.t::'itargets ■wh.ile at the same" ■'■

tiu]Gy"^oonrtaining .price risesv These- difficulties-.wexe generally manifested -

■i1n--the^cpint;"i:-n-p;.a--tion of high levels of inflation togetho^wiifcte .a rapid ex-

pansiQ.n/;. o;£,.-priodaction and a rise- in1 capacity utilization rrales ..■.>/ However ,

the expansion' of economic'activity between 197^ and 1973: was:;&C-C.'Qmpanied ■■

by high rates of price inflation, which led the authorities1.-of jmany indus

trial countries to introduce or tighten policies of financial restraint.,.

The.impact of such policy actions has-begun to take effect/1 In- several coun

tries---.'-■■■ For the : industrial countries,as a group, the growth.-of real- GNP

dropped from an:.annual rate of 8 per cent in ths first half:. of 1973 to about

3- per1 cen.t- in .the second half;'but theoounter-inflationa^y policies that ■

have beenrwidaly adopted in the industrial countries did,hot slow the advance

of:pricesin 1973 ^ Indeed, the upward movement of prices was accelerating,

reinforced by shortfalls in agricultural proi&Qtion, a steep upsurge in ■

primary commodity prices and other factors.. The annual rate of prico increase

in the-..second-half of 1973.? compared with-the" first half of the\,same year,

was .1.0 per :cent■, which represented an extremely high and very serious level

of inflation* . ' .■ ■ .. ■ ■ .....-,

u5,..The inflationary upsurge in.1973 also accelerated, both. in'the more .

developed primary producing countries and. in the developing countries.. In

the .latter group7. -the acceleration of price advances was sharp and .unpreceden

ted. The■percentage change in consumer prices between 1972 and: 1973 was

about 25 per cent| but the figure for the African continent was substantially

■les.s ; alaiicixig ■-: since it had not- exceeded,.? per cent, Nevertheless, it

should, be. stressed1that this acceleration took place against a background:"

characterized by a. remarkable expansion of the developing1countries1 export

earnings, sharp, increases in the foreign ..currency costs of their imports: and

an effective .depreciation of. their currencies since 1971* ■ ■ : . .-■■ ■

86-.. The end of the. year. 1973 was.-.marked by the oil crisis, which tripled '

the average.; export prices, for1 crude, oil and occurred at: &, time when,, for'. "

various other reasons, economic prospects for 1074 showed signs of.a slow

down in growth and an increasingly serious average rate of inflation. 1974

was characterised "o^/ negligible average growth, or. even decline- of- GNP in ■

certain.industrial countries. Everywhere there was■a slowdown^in economic

activity, :or even a recession. At the same, time, price statistics ■■showed'

that the inflation rate was constantly rising^ the counter—inflationary

policies', adopted, by the insutrial countries did not succeed in slowing the

advance; of:.prices-. In the industrial,:countries, .growth iirGNPifell while::

the deflator surpassed the 12 perj eent-^r^e.i.obgerved at ithe.1, end of: 1973-... ■■ .

■Compared., with .the-first quarter. o£ 49.7 3 j;j the::.first quarter of- 4974 .saw :.

percentage'' changes, in consumer prices'reaching 37:per cent' for all ■ less-
developed.::coant.ries-and 14-per cent for"Africa« :'■ ■ . .;■



87- ■■Tow&jy&B^&ri^^j&^S^^^ the inter-nationallevel: was

marked by a distinct 4rop<ua—ijadtt^^i^J^pi^eKi^^ with-a rapid

increase in-unemployment .and aco6~Larai>ed price rises.v Thi^jJ-lrK3ii>&tied-^__

phenomenon^ known as ''stagflation",., presents those responsible fox1..'"economic

policy with a cruel dilemma*, It is agreed that prospects are poor and very

.cpmplexf. there ar.e very .few;.fa.cto.rs which, :are likely to "buoy up th:e .econom.\o

situation ..in -theindiistrialiaod countries daring earning. months$ counter-^ ■

inflationary policies, have "been strengthened .everywhere, disparities-..^

.."balance, of payments- are more7 and-, more- substantial, .and .there are..fears, .of

a-marked deterioration in the economic situation..in those countries, . Never

theless j in all- countries the fight against.inflation is regarded-as. .a .

priority objective, while .attempts are made, .to counter-inflation in- aflexible

manners.in order to avoid.a sharp recession* . . ■■

Interim Committee of. the, International uon.etary B'und, . which .held.

its1 second .meeting- in Washington on 15 and 16 January . 1975? examined, world

economic prospects and. expressed great concern as. to the .intensity and

duration^of the current recession* It.urged1the pursuit of:anti-precession

policies, without.,-however, any "break in the struggle against inflation:,_..

. osp.ooially in those countries with relatively strong, "balance of. payments,

positions., ....■ ■ v ■ -.■■... ■ ■ ■ -■■:■:'.■■ - ■'■■■-.■'.'■■' • ,:■.■ ."-: . ■.

?9'- It appears that current inflation was? in origin^ the normal manifesta

tion of. surplus, demand*- In all the developed coantriesj .economic activity'

accelerated sharply and aggregate demand rose to high levels-! .It should

also "be recalled that during the upsurge of global demand in 1972—19733

rat.e.s of monetary and credit expansion permitted by .prevailing monetary* ■

policies were excessive from -the standpoint of controlling inflation*" .There

was a laxity in. the c.onduc.t! of monetary and fiscal .policies which.r no dou"bt,

over—stimulated economic growth in many countries. :'" ■■ ■ . . ■

90. . Thepr3ssit£e.3-;of demand are thus .at the origin ,of current- inflationt and

the' rises, .in .pri.ee/. .of numerous commodities and food products should "be re

garded in- themselves- as an .aspect of inflation induced by demand. However,

those^; pressures were,,of course, accelerated by factors encouraging rises in costs5

such as the increase in the,:-price. of ..crude oil. ■ I'hes-e .factors of. cost ■

inflation themselves produced this combination of inflation and recession.

Mention -should als.o be made.iOf the restructuring, of: prices due to wage claims

and' the; indexation of many-wages and social benefits,'as well as the -application

of:''profit margins11.* ' ' ■; '.. ■ ■ ■-. ■■' ■ ' ■■ ■■ ■■"■ ■ ■■"■ ■ :" ■•

91. Thus with the development, of. the .degree ■ of .inflation since the

and■■1960s,- the character of inflation, has also chan^edj.'with the factors

of- oost-pash playing an. increasingly large role, ■ ■ .■ ■ ■ :'■ . ■ ' . ' : ■

92*. Several developing countries and primary producers are suffering," the

effects of-this inflationary,situation.■ Because of slower expansion in the

industrial wbrldj- the ■ rise in their :ex,po.rt- volume and. in their rate of .. "

growth .has been sharply, reduced*"'" In. the economically least developed coun

tries, the." percentage change! in real GMP: compared with the ■■previous, year ■■ ■

constantly fell between I969land: 1971^ ^he- share of the volume of exports
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to the developed countries was 10,1 in 1969, 3O9 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 because of the upsurge in

external prices o,

93» .The oil-exporting countries are perhaps iii a very different situation,

but there too'inflation is becoming a:-threatening problem because of Tjthe. ,;

rise in imports anc^ pressure's on their foreign exchange earnings* \ .: .

94« The conditions linked to the situations prevailing' in the industrial.. ;;.. ■

countries also kffect the developing countries B ; Anyimprovement or,: worsening

in economic'policy in the Industrial countries has. repercussions on infla-

tionary'pressures'on;:th:e"developing countries*;.. . ■ ' : :. ■ ■„; - ■..■:■-.■..•;■.. ; : ,u

95* In Africa/ inflation continues to be-the;, greatest preoccupation. .~A ^ ..

trend towards! inflation began to'be -felt in; most African countriee^in the ..

middle 1960s- It is reflected by the consumer price indices.. Between.^19&5 .
and l§70>>the 'annual average price rise for all African countries wa;Si4,:per
centr Betwee:n'i97l/aiid: 1973, the change over, the previous year was-.6* _-!>£,, i-.-,
and 7 per centw The change between the first quarter,,of 1973 and ty? '^^Ma-.".'.
quarter of 1974 was sharp? reaching 14 per cent, which indicates a general
and: marked increase' ih; inflation rates0 Although these figures are alarpiing,

iP order, of magnitude: was generally lower than half the changes, £l
■le'sV -$fe&ei-«ped: countries as a

96»'Compared1'with 197t>j'the cuEftulative rates of the consumer, price^ ;index '.

represented 11 per cent at the end of 1972, IX per cent at .the.^end',q£, 1973 '"',
and 40 per cent at the end of the first half of 1974•

97i'"Similkriys'the money supply increased; during the years ,

<ieyei'Opitig: countries in Africa at a high rate*, The average aimaa^ r'ates of ;.;

:' iner'ease' were'often -2 to 3 times higher than.the r,ates of increase in output

ai:!coiistant prices1'!/■•"■ This large expansion; derived from the rise in foreign
assets and the; expansion ;of bank eredito; ■> ..- . . ^ ,

98; : Thus in 1973 and 1974j Africa, which.fpr a long time was an area^

Sheltered from inflationy experienced large-scale widespread and cpxitinued
irifiatibn -lihkfed p^rtiy^to world :inflatipn. and the rise in oil priced .aMd
partly;to factors inherent in the, nature of African economies. Consumption,
on the spot in ;rural areas, diversities in food, consumption, which; figment

the Market andrvr3^ni%-; the spread,-of price rises, the weak links bet^eefr the

marketing of food products and th© marketing of industrial products^dependence

on;outside, large-scale State intervention, schemes for the fixing of prices

Jfor producers*, and. so-on are so many factors which make it fairly complicated
toi analyse the problem of inflation, in. Africa.., ^Indeed, several types of ^
anfiatioh may be identified on the basis of origin^ Ijaipe^jed^ inflation is
a type of widespread inflation which originates outside the country^ It is

1/ SurVey^of ecoiiomic and social conditions in Africa? 1974v(E/GN.14/632)*
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common to aii..-oounia*^-JUL^^ wlth
disparities-arising from .;it(s.:o.ofnlDinati:on-^.ith^tiier .types of .inflation. ..

Price rises, are continuous; and regular... .Another, type of .inflation is that

caused "by increased:-: d«mand;,. and, is' more marked, in relatively; prespe^us ;;, ...

countries. The rise in price of raw materials exported by certain African
countries^represents-.tiie internal .cause, of such inflation., The.se substan- ..
tial rises -had-increased^ tjie..resources.,of. marketing, organizations and the . . .
fiscal revenue in,certain.,c.o.untries., expanding; paplic and private demand.

The unevenness in this rise partly .explains, the .disparities in the trend.pf. ..
national price indices. Together with price rises, wage rises and expansion
in monetary policy. ,we:re. ^pted. ...A. special type of inflation.-is inflation,
caused by-the/ serious, deterioration--in conditions for ...production in:the. .,
African-countrias: affected-by..the tragedy of .the. Sahel.; ..This ,is a seasonal . .
tyoe of inflation-characterised by-very pronounced gaps ; in changes: in tne; ,...__

prices of '■ food products, .,It-a& fairly difficult. to,<discern, .-since it.occurs .,

principally in* ru^al areas.-..■"■■ - y ■■ .- .,:.- .■..-...■ ■ .• ' ■''"■' ■ ■■ -1 \ : ■-■■■:

99 'Tnese types of ■dnflation,rebect:.the^diversity of ^he economic situation

in African- countries. Nevertheless, '..the growth., of demand, remains the .esSen-,:.
tial element, and African countries are .still.not.sufficiently^ell+equipped ;

to combat inflation. Structural reasons cannot be quickly dealt with, and .
monetary-policy is not yet sufficiently effective, to. neutralize ..the, effect _ ■ ■

of world market factors. *."..- '■■ ■■■•■' ■■ ■ J- ' ■ ■■ ""-■' ■ ■ ■■'.:>.■-■■'■■_■■ ■

100, At th.e same time, it is clear that the application of the principles;of
economic, policy iri .tho ..developing countries will" take-accpunt. of^the special^
circumstances in those:.- countries and differences between ...them.. , Some cpuntries.
are not experiencing-balance.: .of payments constraints ;and can permit themselves
a policFbfmaxioiumbalanced growth.; :This is>the case for the: oil producers_;

and the primary producers, which have succeeded-in recording,.balance -of . , -
payments surpluses. These countries can cope with the growing barden of the
rise in import costs. ' Nevertheless', tney wi.ll .need to, balance^heir .growth
sates with'the accumalation fof- reserves,, assign,Jiifch. priority to the adoption
of non-inTlationary monetary and budgetary .ppli.cie.s- and give special atten- ,
tion to'their real' exbhange rates. . Other- countries with low .income levels ..
will find, it difficult to,- cope with reduo-tio.nS, in ..imports or;..i:n ,domestic .
production; They, will hav^ to deduce.the pressures.on,their: overall capacity
and resort to sources of ^concessional- finane©.:,; .,.,■,..■■ ;-■-,.. ... . ■ . -.-. .

101. Inflation has eaten away th* valua of^aaervek,in African countries, and
has obliged them to ase their res-erve-assets 4o a'greater extent,-. Inflation,

has also -boosted import prices and; to- a,cestain extent redaoe^ the. value of
assistance to them, which Has in'-aiy- cia. deolinedi--if "+^**f i^*«n
has benefited almost all developing countries by reducing the burden of debt
servicing compared with the value of their exports, it snould be stressed that for
several suoh countries, and notably the poorest African: countries,.thas:gain
is still smaller than the loss resulting from the deterioration in their

terms of trade.

102. Inflation is a world-wide problem and, accordingly, all ^^f
be expected to contribute to its solution before it gets further out of
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It is on "the induetrial coarr"fipie-s_.tliat the chief^responsibility falls.

Efforts already undertaken should be^tran-sform-ed into a clear—out strategy

to maintain "balance between supply and_ demand; . demand management policy-,

should" aim" for 'a''lower' fate of inflatiohj.at the same, time., supply ' co.ncj4t.ions

should- be' improved "to "strengthen productive capacity, and.to alleviate cost

pressures*' ' .'''" '" ./..,J ...,-'■■'■'■ ;' . "".■.. ' ....... ;"-■,

■ll03--";0ne", .fact characterised .the /development of the "economic.,a#4-/p

situation in ali!lnd^&:tri"al ^potLiitri^'s1 diixing'the last' mpntJa.s...of'^ 1,9,74 and \
'' "■ iiiie !fVr#t half' of" 1.9T5> .' "Tliis .was the" appearance o"f" 'cle.ar^ "jai^-ris ,df ."a., slow
down j""regarded; as.a general." economic"reversal... Althougi^'-th;rpaghout;, .1.-9J4*,. ■

;" "'inflation remained the" "dominant, problem, "there was concern, everywhere "at, an
international deflationary context '"resulting from 'b'oth serl;p..u:s 'palahbe...of

payvneht's" deficits and the counter-inflationary, measures in force in. most,.

'"■western1 countries." Towards the end' bf',1'97'4.. the ' ecpnp.mic sijsuat.ipn]!i'n .tlie...

industrialized1 countries" was marked by' the. simultaneous' occurrence... o.f. excep

tionally /strong ' inflationary pressure 'of, between, 1.5' and. .20'. per \ cent" in.-. (1974 ,

,a trend'towards a.'.slowdown in" economic "activity .with a , fall in industrial,

product ion f and increases in unemployment'and..a substaritial .deficit on.foreign

trade in most, ..;of .thes-e. ^ioiuririe-e* - ;iLtr:-the .beginning of 1975? prospects were

markedly' lesa'. ^favourable-. /ScqnomiG indicators "in most western ,_co.untr-ies "■

recorded a .substantial .aggravation of ,recessionary trends* , !:Ilespite ..continued

price "rises'j." it was" recognized in the United State's ."that the .period ..should.-

l;be' ;giyen over 'to the fight, against /recession^ and not against inflation ag ■

■ pT'eViou'sly» Tn the other western ..countries, the -fight, against .inflation ■:■
ceased" to be" the exclusive, cqnc.ernj and1 yielded to .selective, measures- of,

reflation o. The'." "dominant, concern was, henceforth to limit, the- worsening in .

the" i'evel. of"emplpymen-t.,..._whi.le' at. the same time, avoiding a .fresh,-burst of; r--
'Ihfiati'on, "' At Hhe^' §nd of . the ."first-quarter of 1975f it was noted thafb/ r.-ecss-
sionary trends had"worsened in almost" all the western economies. In the^

sphere of monetary policy?., the. central .banks, had lowered, their, discount ^ates

and facilitated access to,, credit,, " These :.measures. fell within ■ a- framework;, of
gdyernmental policy .to'maihtain' economic.^ activity.. ....InterT-bank: inhere, st rates

" ^il'i- .'Nevertheless.,;, the' rapicl. rise' in unemployment' continuesr the ■ inflation
'rate1 stayed; at a''High level,, and even. ..as in. Italy ..and the .:;United.;iCingd.olT]7.. -

continued to accelerate. "At the 'end'of' the "'first'half of, 1975j the recession
was continuing in ..most west qrn .countries y while the ■inflatxan-.^ate,- had bo-en-

falling aiarJcedly since the' beginning of the year,. ' According ta-j^EOD "estimates,
"'the ai\fP o.f.its 24 :mG"fnbsr" 'countries "during 'the first :half o;f ;,i9-7-^ .-will irecord'
a; fall; of 3 ; per. f'cent in'volume.'...compared .with the ..second ha,lf.. of,.1974^ .-. Since-
tire' end of. 1^73;.. ■unemployment "has .practically, ■do.ub'le4• -On- ..the other hand/- ■
the inflation"'rate, which -still ..stood at .ij per. "cent on average, -at- the. "end--'-.
l"Of't974: substantially' fell" to about.lt) per... cent .in April; 1^975 c :: ./ ".:■.-■"._.:■■-• "

104* 'Ifmay thus" be expected that inflation in Africa, which is largely ■■■ ■-. ■ |
dominated by external factors1 will in the coming months be influenced by J
hew world economic trends-, . . ■ ., . .. :. , ^~., ■■ .,., t
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The.&JJ. .crisis

;<^^ while ^y

of tension £rodaced % widespread inflation and food shortages, the.

oil crisis occurred, with the quadrupling of oil prices, affecting all the

countries of the world which imported that commodity, Flrws of financial,

earnings were totally reversed? .financial.flows were so large .as to tax the.

international monetary system.. 'The dramatic situation caused by these'

events represented a veritable challenge to international co-operation,, since,

it affected all importing countries, though to different degrees. The

industrial countries found themselves faced with'serious'."balance of payments

and ■ adjustment problems, which they' were"able'to' overcome thanks to co- \^

operation, in the^i^ancial management of their economies.. The developing

countries; are in. an equally serious ^situation, "but: have not yet succeeded, in

reaching the most propitious solutions. From the point.cf view of energy

resources, the developing countries which are the main oil exporters found..

■methods of accelerating their'; development* They were inevitably able to

accumulate considerable- additions; to- their reserves, and became., exporters of

capital. The over-all total of oil income for the OPEC countries'rose to

$90 thousand million in 1974, agaist 23"thousand million in 1973* These

countries are=therefore in a position to assist the oil—deficit developing,

countries. '.Substantial commitments of bilateral assistance and important,

contributions to international agencies have been made.'•' In particular, finan

cing-has been made available to- IMF for the operation of a special facility\

the oil facility, which will be able to assist the developing countries to

cope .with the increase in the Cost-of their imports of oil and petroleum-,

products- Within the framework of a'special emergency operation the United^

Nations is seeking to co-ordinate assistance,/notably through a United Nations

Special Fund to benefit the"most seriously affected countries.

106. 'fhe other.developing countries are affected by the repercussions of the
rise in oil prices* The burden'bf adjustment falls on their ..domestic ecpnq-
mies, and they-need financial resources.to coyer their oil import requirements,

met from their reserves and from loanj. Access'to financial markets to secure

loans-and the terms of such loans pose hew problems for them-

African countries other than the. oil exporters are among the countries

faced-with such problems* The impact of' oil price rises for seme of them takes

dn.vast proportions* The additional: cost of oil ma&o up 26 per. cent of.

imports in the case of Senegal, 20 per cent for■Ethiopia'and 15 per cent for

Uganda. Their energy consumption is not sufficiently elastic to allow '&.

certain reduction^ The expansion of their' ebsport/s^J/ can provide no immediate
relief. It is the duty, of the international1 community to come to their help,

and particularly to the help of those which are among the most seriously . ■
affected. . ■■..■.■. ..■■■..■■ ■ ■ ■ ■ - ■

Declaration on the Establishment of a New International Ifoo-ioaic' Order :

1P8, The sixth special session of the United Nations General Assembly closed

its discussions by adopting a Declaration on the Establishment of a New

International Economic Order (/resoluticn73201(S-Vl)) and a Programme of Action
.for its implementation (/resolution/ 3202(S~Vl))0
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109* In view of the coxitlnQ3ja&ijz&t&2i*<«&^^ i*. the relation^ .
between.developed and developing countries, an*--i-n--the context of the con
stant' and continiMzi^s^gravsrfcion' of' the imbalance of. the. economies .of the
developing ■coantrre^'-ancl-^the consequent: need for. the mitigation, of th'e^r

current" econWio:difficulties3 argent and effective measures need to be. taken/.
"by the internatioh-ar :oommanity to assilst- the.-Uev.elo.pxng. countries,, while ;

devoting particular attention to the least developed, land-locked; and i.sland,
developing countries and those developing countries., most seriously affected ;
by economic crises and natural calamities leading to serious retardation of

development processe'sV■■ ■ ■■■.'' ■■-"..■ ' . . - ; ... -..■■■- .■; .._.-■.;_ '■■_■

110, with1 a1 view' to'ensuring' the "application, of the Declaration on $he.:._._''; ^_' :/.

Establishment of a New International Economic Orderrl/ it will be necessary'"" '
to 'adopt and implement within V specified period a .programme o.f ...aat.ion of .

unprecehdehted-:sc6pe:a;nd to'bring about .m-aximum economic, oo-oge.ration and1

understanding among all States7 particularly between developed and;developing .
countries, based on the principles of dignity and sovereign equality.

111, <j\he Declaration sets out 20 guidelines ;on which .the. new 'international .

economic order should be founded* The Programme of Action comprises ten

sections.* "Section II, relating .to.-the ."International monetary system and ;

financing of the" development" of. developing, countries"., ; is reproduced below:;

International'monetary system and financing, of the development, of developing,

countries . --7 :'■■:-.. "■",.. .-.:.., ... ■ -■■

1._ :■ .Objectives

"All efforts should be made- to reform.the international_, monetary.system

with inter"al'ia;' the' following objectives? • ■ . ■■_■,. . ....,_. ■

(a.) Measures to check the inflation already experienced by the' developed'

countries1',1 "to"' prevent it from;being; transferred to developing .countries- and
to study and devise possible arr-angum-ents -within the International.-Monetary , .

Fund to' mitigate 'tHfe effects of inflation in developed countries...on the .

economies1 o;f; developing countriess" ■ ■■-." -" : ■ -..■:.-.■■ .■..-. , _ .;.

(b) Measures to eliminate "the instability of ..the international monetary;

system, in particular the uncertainty of the exchange rates, especially, as.

it affects adversely the trade in commodities;

■■"■'(o')_ 'Maintenance of the realvalue of the, currency reserves of the.,
developing countries by preventing.their-erosion from inflation and,exchange

rate depreciation of reserve currencies?

(d)' :Mill and effective participation-of.developing coantries in all .

phase's 6'f decisio-n^-making for : the formulation of an equitable-and .durable

monetary system and'adequate participation o.f developing countries in all,

1/ Resolution
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bodies entrj^^Tri^^^ proposed Council
of GfovJif^o'^V/of" the. inWrriational ^Monetary Furidj-. .--,■ .;, - - ;■■■; , .... ,-..-.. ... -

Adequate £iia: orderly creation, of additional liquidity, ^
^ the: developing- countries through the; additional

t f id ldt

cakrre^-W^^edsof the: developing- countries through the; additional .

allocation:-of speiaial. drawing righvs .besed .on the concept of wo rid _ liquidity
needs t.o Ve ^rcp^ia^ly■revised^ the light of the...w international

^ t hld b dthrough
needs t.o Ve ^rcp^ia^lyrevised^ the igh ...w

^^ ofan^ernational liquidity -should be. made..through

(f) Early establishment of a link between special drawing rights and .
additional development financing in the interest of developing countries,
consistent with the monetary characteristics of special .drawing..rights?, ... .,

(gj Review by the'International Monetary-Fund.of'the relevant provisions
in.order-to ensure effective participation-by developing., countries .in the

decision-making process! ' -1 ■■ •■■■'■■!■■ . ■ ■-■■ ■ .■■■ . ..-. -. .?j-.;

(h). Arrangements to promote an increasing net transfer of real resources

from the developed id the developing countriesr . . ; ■.

(if Review of the'Methods . of operation of ;the .International Monetary'
Fund! in particular the terms.for-both credit repayments:and "stand-by . .

arrangements, the system of compensatory financing, and the terms_of the.
financing -of commodity ..buffer" stocks^so as. to. .enable'the developing coun- ..

tries to make more effective use of them. ■.:.■■..-;..,

2.. -Measures

AUeffbrtV ;should be made to. take.-the .following urgent, measures to
finance the development of developing- countries,and.to: meet, the balance of

payment.crises in the developing world;

(arlirpiemen.tationat an accelerated pace- by. the .developed-countries

of the tfnie-bouAd'programms, -as- already laid.down- in the, International ^ ,.;
Development Strategy -for :the Second -United Nations ..Development Decade., ; for ....
the net amount of financial resource transfers .to. ^developing .countries!. ■

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' 'Strategy's ■" *'■-■■'■• '" ' . ' ■■.:.■- ■■.-.■■. - ' :■.= ..,

(b) International financing institutions should effectively play their
role as development -financing-banks without discrimination on.account of .the
political or'economic system of any- member, country,- assistance being, untied;.

(c) More effective participation by developing countries, whether reci

pients or'contributors, in the decision-making process' in the competent.,^
or-ans:;pf'the' International Bank for Reconstruction and Development: an4 the.
International' Development Association,. through the. establishment .of a more,

equitable pattern of voting rights;
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^ihjst1^^ all

-.capital. .oArtrf^Qw :gqu^to.1s'-imposed by ."the..developed countries^ **"--

(e) Promotion of foreign investmenty/-.;b,o/feh public and'1'private- from
developed to developing countries in accordance with the needs and reqaire—

tii.;;Qf.-iih:Qir.-__ economies a's-- determined- by: the recipient ..countries;

(f) Appropriate urgent measuresT including international action? should
...£).©; taken to.'mitigate adverse consequences for the-'current 'and'future develop-
-,ffleHt.-of developing-.-co.Lintries-'arising1.froci' the "burden ■ of external dsbf boh-

.-tract.ed on,.hard:..term£f.: ■ .= .■..-!■■;. . -.'■ ■.": r ■ .'..■. . .■ ... - ■ ■■■ - . ■■■-■..>■

•..;:.- - ■ (g) ...■3Je"b.t.-renegotiation on' a: case-isy-base-"basis with- a-'viev; to-' concluding
agreements on:..debt. canoellatxon7 moratorium,, rescheduling: or- interest subsi-

•■,di,ZatiGfij : ;..;.■.'■.■' .■ .■.■..:.■■■..'. ■■. ". ■ - :.:■■ ; ■.■■-.."■'■ ■.'".,-■. :.'.:■'-,..■■,:.;

.;,,,_: (h) ■ Int,erna;ti:Qnal financial .in.sti-tu::tion"s should take into : account the
special ■situation., of; each ■ developing country in ■reorienting their ■isiiding

policies.: to:;. suit :,thsse.-urgent -needrs";1 the're is also heed-1 for1 improvement in

practices .of. international..financial institutions in regard toy"■Inter alia,

development .financing and intfernatidnal -"doli-etary- problems? ■ ■■■■'■■■ ■*' '

;,.-.(!) .-Apprppriate--;steps should "be. taken to' give ■priority'tb:' the least"-
..developed, land-lockad and' island developing countries1 andto-;the cbuhtries

.most seriously" affected hy economi^' crises and'natural c-ala^f.tiGb1; -in the'-

ayailaMlity ■ o.fy loans ■ fQi-.development: purposes which' should' i-nblad^'1 "more :
favourable;.terms■■ and■ conditions*u- ' "■ ■ ■ ■•■'■'■■■: '" ' "■ ' ' ■ "" •[-'''■■ ■■ ■■■"■■ -'-'■

■ :".:.'." ■ ' ■■ ■■■ ■Hssolnt.ion.'256.(^11) of the- EGA- Conference of Ministers' ';V''

";L12.-- Similarlyj-in- r.8so.li;.tio,a.-256(^Il) adoptecL'-atvit3-third"meeting^ "held""in
-.Nairobi from 24 to ■2&-,Fe"braary:.- 1975V the EGA"-'Conferehce1 of-Mihiaters, :recall-
■;ing :Geaeral Assembly resolatioiiG 3^Ot(S-Vl) and 3202(S«¥I') ■ and Economic ;ahd

Social Council resolutions 1896(LVII) and 1911(LVII) ooncerning^tJie1Declaration
and the Programme of Action on the Establishment of a New International

. Economic .-:Orderj ■re.qu'jste.d ;.the ExeoU}tdiv.«-©eoretary, -as'a matter of priority,

19/.take immediate .st3p.3 ;bo. institute .action—orientated programmes for the

.reaii2ata.oii ox; .-Q>:jectJ'V;eB in Gp.eoifi^--fields,- ■ Under"-the-'he-ading"1 Monetary and
Financial, J^?o"bltim.S'?,- the ■.objectives: -.are! '.■" ■ ' "■ " ■ ■ ■•■■■"-'.■ ■■" ■■■

, . . . (a.)-: {The ch^^/ulins of -existing .available finance' in Africa and the
.,..■„ ■-,. . ■ .- Third .World .for ...the", rapid economic and social" development of

•:. ., - w;African; countries- and..the'- countries of the'"'Third Worldf

.,..., (b),.. The full, and effective, participation of African countries in all
r.: 1 . ... phase.s ,of ..decision-niaking-for.'the "formulation o:f ah. ^"^uitable and

durable international monetary system-in-'the light" of 'the new
international economic orders
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(c) ■ Arrazigemfim^-J>cri;f^rcdXr*ta;t-e the >fl#-w of. development financing on

conoessionai.--t-ejms^1?o^Afr±£^^ from the International

financing agencies, including the allocation of additional

.■: ■ . ; special drawing rights.1 ■ ■ . ■ '■

■ Interdependence of problems of trade, development finance .and .the inter

national monetary system

. 113f. The interdopsndence between the ■syctev-c of international trade, pay

ments and finance has many facets and may take a number of forms, since the

systems are component parts of the interdependent world economy,, Ths func

tioning of each is intimately related to that of the others; and arrangements

in the three spheres must be.viewed in terms of the requirements for economic

expansion and structural change in the world as a whole.- An improperly

working adjustment process may exert deflationary or inflationary-pressures,

and encourage restrictions on flows of goods and finance? rigidities in f\
trade patterns may generate chronic .instability ..in .currency markets; the

capacity to service accumulated debt may be impaired by an inadequate-rate

.of .growth in the export markets of .debtor countries. .. .Any.;tension betwee'n

the established international economic ■mechanism.and tha dynamics "■of 'economic

growth will be reflected in .difficulties in the1 monetary, financial and ■■

commercial spheres^ A malfunctioning in any one of these spheres will

generally produce stresses in the, others .also., In this way, "when acute

problems rise ..in. a country, or group :of countries in.the form of commercial,

financial or monetary imbalances,: it. may1- easily be seen that such difficult-

ties are intimately related .to concomitant problems in. other countries* It

may then be realised that adequate, over-all solutions are required in"the

interest of ^11 countries. A report by the Secretary-General of UNCTAU,y

drawn up pursuant to resolution 95(XII) of the .Trade and Development Board,
sets out briefly the principal points"at which the convergence of monetary

financial and. trade questions, is: of particular importance to the':.developing

countries, and their -r.elevance to the .current negotiations on monetary reform

and the multilateral trade negotiations. The.report ends with the following

conclusions; . ■'■ i ■■..-. ■".-"". :

(i) International monetary., ..trading and financial, relations cannot, of
.. course, be expected .to -establish all the conditions required for'

. . successful developments ^principal responsibility in this sense lies

wiith individual member countries themselves. The external environ
ment may, however, either facilitate or hamper the efforts, of

individual countries, depending on the nature of that environment.
It has been shbwn that, in a number, of'Ways external conditions are
at the present .time,;suGh as to constrain the economic growth of '
many developing countries below otherwise attainable levels. This

.occurs particularly^because of obstacl&s to exports and to structural
. changes in the pattern -of exports,' and on account of inadequacies
in .the flow of capital. !. ■ -: ■ .■.■ .. .■ .■

1/ Interdependence of problems of trade, development finance and the inter
national monetary system* Report by the Secretary-General of UNCTAD
(TD/B/459).
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. (ii) l!h«vv^JUJms--eJ^m-eirts--crf~iih^^ trading, and financial -systems
., .are qiosely. intertwined^ . An improvement" in the "balance^ of payments

.;. : . ■ adjustment, pro peas requires an increase in the raccess of .developing

countries to .external.:markets, and measures to stabilize conditions

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 coiintries;,

-- . .... 'but..-would also, facilitate the- establishment, of a stable and viable

.,; / ' monetary order, in .which;'the... cur-rent ac-bfeiint.-and trading objectives

, of: the major countries would-be.;.p'CTftipartible. Improved financial and

: ■ cotfiiner.-cial .conditions for devel'opiffg countries, are also necessary-

.■ v . .- to-help, sustain, a more viable' external balance in these, countries1

and to allow: them., to. meet .their problems of . balance-of-paytnents

. . management with-greater strength and--resilience. . .'.■■■.

- (iii) Some of the remedial measures required are within the-scope' of-'IMF
v ..■ . itself, such as providing integrally., for .the transfer of-real .:-■:••

resources.-to . developing, countries, within the. .framework of the" ih-fcer—

: , ■ national monetary system, and facilitating access to international

. credit, and to. capital markets. Other-measures, in the trade field,

lie within the competence of GATT and of UK'GTAD- 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-will- .. ■

depend on complementary -measures adopted- in. the other and the • .. ■

financial field* ■ ■ . ■ ■ , .■ ■ . ■ ■ r- . ■■■■ .

(iv) In addition, measures adopted separately in the several, spheres
should, in the final analysis, be regarded as part of a co-ordinated

. over—ail. settlement, of- current tensions in.;the .wprld. economy. It. is

in the nature of the ,case that some elements of.that settlement

will appeal most to some countries, other elements to others. There

. .. is , a. &anger: that if, each me.asure were acted upon by itself 7 countries

might. feel.;fr.ee-to accept or -reject the various! component parts one

by one instead o.f taking a view.-.of the entire settlement as :a whole.

This..in turn ..could lead .to. an -unbalanced .:6u;tc6me. The. inter,depen-^

denqe, of problems and solutions in .the various fields calls ,.;for

. ... agreement on a comprehensive approach.that^could bring balanced

... benefits to all countries .and gro.ups of countries. ...

African countries and reform of the international monetary syste_m

1& the section of .the document prepare-d..by the secretariat (Jii/CH, I4/AMA/40)
mentioned above, .which deals1 with monetary issuesj it, was:rstressed that: the

monetary, upheavals that have taken place since 1971 spel.t;,:an end :to the Bretton

Woods system.,. which effectively disappeared on .15 August t971». The:.docu{nent

recalled-the circumstances..which folltweft. those-.events, the decisions which

^ere adopted a,nd the work undertaken t» reform the international monetary

system- ,, . ■■■'.'' .,."■■■". ;.,■. ■...,■

,115«.-In short., .it was the,United Nations -..Conference- on Trade and, Ilevelopnj.e.nt

which, after taking into .consideration ..the various aspects,.ef the internnational
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h-ad adopted, at:its. third

;April .to 20 March 1-j£2-3 ^egolji-id^n-84-(.III)^jtfhj^^T--dni;er alia, invited the

■Fund';to. give consideration to the !creati-on. of a Committee of 20, 'of the Board
of :■ Governors .to: advise. the.JBo.ard, orr-the. reform of the international monetary

systems- .....- ■ . :■ ." ■ --;

. ■ _ -i ,: -. .. , .■■;,;•■., ■ ■ : ,.:■■•■

116. .rj?h.e .secretariat document .mentioned above provided an over—all view of
.the /-special report on the reform of the monetary system- prepared: "by the Board

of. Gfovernors ;of BO1, and1 submitted to the.-General •Assembly Sf-IMF at its

meeting. in-JSeptember 1972- It-reproduced- the views then, current on the reform

of- -the. international monetary system and summarized the work within the

Cpmmittee of -20 at: "both the deputies1 and the^ ministerial level. The document

also, .described progress'in the, work, of the ministers in the intergovernmental

Group of 24 established by the Groat) of-77 to participate in the search for

a solution to ihe International monetery crisis. Finally, it listed.the
recommendations of the African Ministerial-Conference on Trade, Development

and Monetary Problems., held in Abidjan in May 1973T and the principles con*-

.tained. in. the.; declaration adopted by: the Conference of Heads' of- State and
Government .of CAUatits tenth/session in:Addis Ababa in May 1973. Those,
principles lay down the^ositio^pf ■.African Governments on the international

monetary, situation.. '■■' . ■ ""--\ .^^

117o - After those- steps, two events shoald be stressed among efforts made by

African couri'tries in terms of work on the reform of--the international monetary

system,. namelyj the Work.'of the; third regular meeting--of the Association of

African Central Banks,and the work of the Round Table Conference of African

and International Experts on the Reform on the International Monetary System

and the -African ■■ Interest- .■■■■■' " '-/;■' ' ' ■ ■■ ■ ■' ■' ■ '; ".-

Statement on -the principles ^f the reform of the international ■monetary system

- the/Association of African Central .Banks1 stand -"" "" ~~ "■■ ■ " ■■ ^

,ll3w...-The Assembly o.f Governors of the Association of African Central Banks

at- their 'rhirc- .Regular Meeting in -Lagos, Nigeria (2Q - 24 August :1973) reviewed

.in detail developments in" ti^e ^international monetary ■system: andj in particular,

efforts being made to reform ,ita: The -Assembly of Governors note with satis

faction the ."creation ■ of .:the Committee of Twenty which goes som-e' way to meeting
the need expressed^by--them at'their Second!Regular Meeting in 1971 that the

reform of the international^monetary, system should be the'responsibility of.

all countries - developed and developing, rich and poor.. ^

119« The Association agrees that there is need for a "one world mo-netary orde:r>
based on co-operation and consultation within th% framework of a strengthened

International Monetary Fahd. The ;aim of international monetary co-operation

■ mixs-t continue a's laid down in Article"-1 -of the 'Fundj as the''eh-c-ouragement ol?

the growth' of world trade, full: employment and economic development. The
Association has' also' recognized thai? tipe new system should be so devised as to

support'national efforts throughout :ttf^ world to promote monetary stability

and counteract inflation and its adverse effects. , ■ ' "\

\ \ \

I20»," With .-Respect to'- the main ■ issues "of the reformed'system under'discussion,

■thfe;Asseffibly C-oveViiorg1 unanimously ■agree-as followss ■" "\\ ■" -" "■" ' -



Page 49

..'".'.' '' ' ' ' ■"■ '•'•'-Adjustment .Process-- v -.. , . .. ' . .' '

121, A "better working of the adjustment procesaj-ie-J«Jiai._for the stability of

the international.1".monetaj:y---syst em. ; ■ .., ■ ...... .

122, To that'end they emphasize; ■ ' • . . . . . '

(a) That care should "be taken to ensure that the, International Monetary

Fund is strengthened and can effectively,enforce the agreed rules, on-all ■ ■
countries - developed and developing, those in deficit, and those in surplus;' ■

(b) That account must "be taken of the special circumstances of the

developing, countries in 'assessing the iieed: for adjustment?. ..

-. (c) That" decisions on: the enforcement of pressures, require international-

consultations within set guidelines and that-these, decisions, be taken^only ■■_

at the leve.l. of. Governors of the International Monetary Fund;. ; ,.'".'...', '.".'.

(d) That the flow of resources to developing countries should hot Be

impeted by any .adjustment decisions adopted "by developed countries and that

such ■■decisions should noi: be detrimental to trade and other current trans

actions of the developing countries* '. "'■ ■ ' -■ ■ : ■■ ■ . . .■ . ■ .. .., . ■..-.

-. (e) That piajor .trading currency countries come under rigorous s

with re.spect to'their external and domestic economic .policies.

123. T&© Assembly of Governors reassert the need for an early return to an '
exchange rate system "based on fixed (but adjustable) parities. Any special.-
need'for the temporary adoption'of:floating rates.must be determined .and

approved hy the .International, Monetary I'und. Parity changes should not be

used to shift'the burden'of' ajustment to other countries,; especially, the^ . ■•

developing countries* . • . . ;-

124. Because of its adverse effects on their economies.,', the Association of

African Central Banks consider that the problem of price inflation in tye .
developed economies must W rigorously controlled in the reformed system,. .. ,.

- ■-."'..■ ... : Convertibility ■■■ ■-..■■ . . ^ ;_' '"

125* The Association of African Central Banks consider that ,there should W '
an-early return to convertibilityf The Governors affirm that tnere should be
a: full, .asset settlement system, which should be . under the surveillance, of the..

International Monetary Fund/ ' "■" ■■■-■. .- .. , . _■_ ... ^

126. The Association of African Central Banks consider that the swap facili

ties operated between developed countries would be detrimental to the long-

run stability of the reformed system.. They arer in.particular, likely to delay

the need for adjustment. The impact ofthese "arrangements on the international

monetary system., and particularly the agreed nead for internationally managed

changes in world liquidity, should be- studied with a view to. bringing them

under international surveillance. : ■ • :; ■ ■
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**til
12S, The over-hang of reserve currency balances

soarce of int< rational monetary ""^111*' * should

Primary Reserve Assets,

123, TheLooiati^
special, drawing rights snould *e the P^ncxpal and aain reserva ^

reformed astern, : With, respect *°,^ 'a^*^B°fi^ that the' value of the

fS;££££d£ ^fr^ attract interest rates that
are averages; of that DasKet of carrencies.

tha-t

an agreed price;

(0)^;
-the international community

regulate the :gold market; and . . V;.t ' ...

the Fund 'in this operation^ at the disposal cf

■

131. The Association

the allocation of speci.l

JS.si
of the developing countries

tpchnical' arguments' against a link "between.
^^ and development finance have been dis-

a ral part of the reformed

■■■Rales W..adopted to. ensare: '_..

(iy link" funds are directed solely, to; develop^nt ,urpose^

' :"",'• ■ V T^t they are^sed in such a .ay they will *ot-be a source.of
(11) ihat they. a^e^b e f the developed countries.

inflationary pressures on any one 01 e ^.. , ......
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134- On trade-r the Asso<u^kicvv^<>£^idegi^^ .reformed, system

include .a mechanism to ensure stability in ;the ppri.ces of primary: commodities

and other products 6"f: developing, V

Ke.serve Management

ihe' Association considers that'new policies on reserve'balances mast
take into account the followingj whichgive special consideration tc- the

interests of.the developing countries,; . " . ; . . . . ,■

(a) .The. need for an ..incr-ea&ed.-.rate 'of ■growth 'in1 the developing ,^

(b)' The" need to .have balances in "financial"'.centres'.where 'developing _.
. countries b'orrowj'. ^ ."."!*" ..:.■ " "." / ". ' .'. '.. . „" f; ... "'.'.

(c) Ihe fact that devel-opin^- co,hntries have1 to hold 'balances "where/'.'.,

they service their

(d.) The need to ensure that the balances .of developing countries

". ' depend" en ,depl_ei4-b'le natural" r"es6urces7 should nave special con—"

1 ' si&errLatio-Eu ; ' ", "' "' ' -...'■ .. .■

. ■ ' "'Structure of the''Fu'nd "■ , ' ' ■■.-■.

136. (.a) The Association supports the . strengthening of the Exeu.tq.ve Board of

the..J?Luad to ensure that it has political stature and strength tot-perform its

"functions in the new "reformed system;1 '"- " ' ' ' .■ ".■;'*"." ...

(b) Regarding £und membershipj the Association endorses the view that

there is need for a monetary order that encompasses the whole world on the -

basis of oo-b.peratibn and consultation within tiie International Monetary

(c) Regarding quotas, the" Association "considers that^'the.-q'ao:ta structure
and voting Bystem of the Piindj "which were "designed1 in 1944:? no longer "reflects

the present- day' realities1 of the" international -monetary1" eotnmunity? and tiius .

needs jfundaroental review. . .

^PJ^A-S^i_ f African and International Kxpe'rts on the Reform of

the International Monetary System and the African Interest ;■ ■

! ■ " . . "

"137* .At the invitation of. the United Nations1Economic Commission for1 Africa

"a Confbrer.oe" of African and international"-experts' on the reform of the inter-

national'.moneiar^ system1 and the African; interest met in Addis" Ababa cm 21

and 22i January" 1974. " IMF and tJNCT£D; staff representatives attended as
observers^. '■ " .■.■-.-...

i'

■■■■to A; ninnber of "issues arising out of tii'e status and prospects c>f the reform

exe*rcise were discussed from the point ^f view of the African countries and
the need to articulate positions and approaches which would23roteGt and

promote, theix interests without prejudice to the:internktional community at

large.; '.''"' " ' . . =.'.■. {",..-.'.' .



Page 52,

I39,:'-The"Conference1 reoominende-d1 that £CA, in consultatioii with 'the

of -African "Central Banks'(AACi)/DTP^/the "World Bank .arid" ;b-NC.TAJD_ should endeavour
to develop special studies in aid' of' policy' formulation oh problems of monetary
and financial management. It examined the implications of r-e-cat.it increases

in oil prices and their I3eafflig:-on :the:' prospects and non-cent of the inter^

national monetary reforms _. }SCA-was r&oomaaded to organize expeditiously. the

study of certain "aspects of the ' subject.' ' " '"_ ,: . ";. "] '." '. " ' " '. ' - .'. _-.

The Conference noted that significant increases have also taken place

in the recent past in the prices.of commodities originating from the .indus

trialized countries? it found the economic management of the latter countries

as having contributed \o .an environment of inflation and .of uncertainty in

exchange markets leading "to hignly de—stabilizing cohs-equ&nces for the African

as well as other developing countries* The Conference invited the appropriate

international -organizations to seek, the adoption of measures, that would have

the effect of stabilizing the"terms of trade of the less developed primary

producers.vis—a—vis the industrialized countries.

The Conference'reviewed a.number of technical issues 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 Fond and the

work of the Technical Group on. the Transfer of keal Resources. As regards

SDkj it was concluded that the' African countries, as a whola7 would most

.likely be.net. users of SDK and that,.,t.tiis would indicate a preference for

certain' ojiStracteristics of the'principal .reserve, asset in the reformed system

'that'would protect their position as'debtors. The need of these countries

for larger reserves was emphasized as justifying a larger share for them in'

future .SJ)E allocations* ■ . - ■ , ,■ ,

The Conference .noted with .some .concern that' a regime o.f generalized .

floating was likely to persist for some time- Attention was directed to ways

of alleviating the peculiar .disabilities .of non—trading currencies in. such a

regime, . ECA was recommended t:o undertake a study in .consultation with th;e

Association o-f/.African. Central ?anks and. ihe.. IMF .on ..the .'following, aspectss," :

(a) elucidation of the policies and tactics adopted by African monetary
.. .. authorities in the management, of their exchange markets in the

■■■■■-■' -■ --recent past]" -"7:-"11 ;.;.■' '. " " ■ .' . , ;■" ",*/■/ ' ■ "/. ' ..■;

.. (b) .. assessment. of .the posts.and benefits of these, poli.cies and practices
',',[ ":. . ' .■ with,, reference to,. t|ie.- management. of tneir reserves? the use 01

.. monetary instramentsj " marketing arrangeLnents for .their export" . '[

commodities,. the, application, of capital., controls and the burden, of

servicing external debtsj "" ' ..'..'.

■ (c) investigation of the'., possibilities fpr. establishing, forward exchange
markets; - and . .: , . . . _ . \ ..",_.. '!'".""'..'■•"

.: (d) . examination, of the.problems of regional trade and.payments co
operation in view of the linkage $f various African"currencies to.

different floating intervention currencies. ' :
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of African- countries;

markets- and its .application

^^ monetary''po Hey .and' exchange- control so- as ..t.o ■ •.alon-^iti-iiLe.in&t^nien^s^f monetarypoHey .and exchag .

ffliniffli2ie;tne"adyerseveffects-;bfa regime ih which major trading oarraneies-

are\ ■floating* ^.; *s.~?Y"".- ""V "';■;. '' ■ ■.--.'-/,,. " .^--. -.- -•. ■ . -,,-. ..

•XAA On "the propoled^evision of.the "structure"of the 3W, the,.Conference... ..-. ..
considered the establi&Seit' of"in interim^council or committee.^ -Governors -
as *vwe-l©ome to.elo.pment.prqvided.it resulted in the concentration of discas-
Bioh,0|:internaiio^ai..ftoiie^ry issues within ^this forum and the^esohewing^-.,
the major^industrial countries of decisions on' the s-3 ■matters withML-wos?-.:,..- ■■
restricted groupings. "The Conference' reiterated the;importance, of. -pmservang ^

the effectiveness of a resident Executive Board of Directors-given^the.prospect
tlTat,;anresoive4 -reform issues-would., be. remitted to the Fund for fatma study
and preparation, o'f "decisions,, a; strbng African voice was considered^vital. for
the sucSes-sfui participation:-of .tfiafooHtinant->t all .levels m the,fundo In
this connexion/' the Conference recorhmeMe*. the st^y^of the possibility of
increasing the number of African representatives'on-the E&ecutiye.-Boaxd, the
revision.of the quota, structure and the^istribution of voting power and the
introduction p"^ African' representation in; the top management levels.of the;.

Fund and-at-.other, levels... ; ; -. ■ .. .■ ■ -. .. ;\ " ■

145 The Conference welcomed the broadening of the scope of the work of the
Technical Group on the Transfer of Real Resources and urged-,the speedy under
taking of studies..by,African countries and organisations with a. vj.gw to

strengthening the ■ contribution of .African ¥epresentaxive^.'in.the Technical
Group on Satfexs. of direct .and: vital/inte^st^to. themy in/part.cular commodity
stabilization, and rprice. regulation arrangements.^ _ ;; "■.::,:"''.;-

lAf, .Finally, the Conference noted that the pace ..of monetary reform may be
Blowing down-and- requested ..a study that, would, identify-thdse;^reas of particu
lar inlerest to African countries which required immediate implementation^
that they,.would be dealt with before the winding up of the Committee of 20.

^,nf the Committee of 20, the Group of £4 and._.the:jnter.im Committee

147:-Witk~developmeniiB.pn the. monetary" and economic scene towards the end of
1973 it was felt that"a numberof goals previously regarded as essential in
the iorfc-on reform -should yield priority to others, which nad become more
aroent and- more fundamental. .. Following the tenth; meeting of.-the Depaties

otter ZlllVooltile developed over time. She Btep* to b.'tefcen without
delay ^oSdma^L the. beginning of the .prooeBS of evolation. Allot of »eaBareS
had Len drawn .up and examined, inclading: the Establishment ol a n*w small
Co^cil of GoverLrs, the establishment of an intei-im system Revaluation of
tlTSE theTreparation of guidelines for floating exchange rates, the
Jit process and the management of international liqu.xdxty and possible
ways to assist developing countries.
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l48^Tfre.;Commi,of 20 pla^J^^'to-rofiinli^^ o

national'Monetary systenfat its'sixth meeting, in-Washington on :1;2 and 13

rl!he Depati-es^-had.-.scnedaled a. meeting in Paris from 7. to 9 May for-tii;eDor

of putting. their, revised Oirfcllne of Reform into final' shape for consideration:-: ■■"

"by the Committee of 20, That "document contained"; inter 'alia,: the T-esalts of ■' .':

the work of the four technical cbmmlltees' established in Nairobi, to concentrate
on specific, problems of .adjustment, settlement global liquidity and the

transfer' of- resources -from developed to developing countrlesi'"-/ - ■ ' ;F

149/-The,; Committee of ,20 held,.its- sixth and final meeting, at which it agreed-

on the fxon&wOTk. for a." proposed reformed monetary ; system and interim-measures. .-
■to serve,during an. .evolution to the ne,w .arrangements^ The'communique issued ■

by the ' Committee . announced/thats '..■.'-.,....'- " . . .■'"'""'■ ';.':

::.(i). "The; Committee of .the^oard of ^Governors of the International .Monetary.
Fund on Reform.of the International Monetary System and ■Related ■. ' ■

"Issues (the Committee of 20) held its'sixth'"an.d final meeting in . .

.. ■.. Washington . on 1 2. arid. 13 June.'1974? '"

(ii) The Committee.concluded, its.work' on international monetary reform?

agreed on a program of immediate action^ and reviewed-1 the major-.. .

problems arising from the current international monetary situation.

(iil) The program ,of immediate, action is as followBs-' ■ ■'■.. ;..;

■.; ■ •1-(.a) Establishment of an Intermim Committee of the Board of. ^,- .,.

.-■■"■'-. ;•;. - .- Governors of the Fund With an advisory roie.j pending estab- "■.
lishment by' an amendment of the Articles of ■ Agreement-of a . :.

Council with such' decision-making powers as are conferred on it.-

St.rengtheni.ng; of Fund procedures for cldsjj international- cbn-r"

sultatipn ,ahd; surveillance of the-'adjustment process. ■ ; ..:

(c) Establisiiment of gaidelines for the management of floating ' ...

... : .exchange rates- . .

(d) -Establishment of a facility in_the Fund to assist members in

meeting,, the initial-impact 'of the increa'se' in oil import costs.'.

(e) Provision for countries to pledge tliem.selves on a voluntary

; .basis not to introduce or intsnaifytrade;'or other current .... ..

. .,. account measures for ".balance of payments/purposes without a

. ■ finding-by the--Fund, that there is balance of payments justifi-,

. - ■ .cation ,for- such1 me^asures,o ' ■ ".'" '.'''■' ■ ■''-'■ ■-'■ ■

(f) ..Improvement. of procedures-in the Fund for management .of glebal ,-.

■ .:liquidity. ■ " ",,..■■■ . . ' ' .''■ " ' ■ " ' ■■■

(g) , Partner .international' ..study in the'Fund of: Arrangements for ......

: •. .'.gold in. the light of the'.agreed, objectives of reform* ■ ■
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(h) Adoption for an interim period of a method of valuation of

- the"SDR "based on a basket'of currencies :and"of :an initial

-■-.■ ' interest- rate on 'the' 'SDR of 5 ""fjea? cent. '" " ■• ■"■;.-" '■■■' - • ■ - ' '■

-'-■".■.:■ :. ■(i:)..--iaj&a?ly formulations ami adoption -of..-'an. extended Fund facility

.■'.-■ ■ ■■ ■-■ under-'which- developing countries would "receive- longer—term ■'

-■;:.:.- ■"■'■ -, ■.■.balance of payments (finance1. ■■ ■ ■ ■.■■.'■ . •-■. -.=-.■■.

--, ■: ■,- (3). 'Reconsideration 'by the int-eritn' CorMittee, simultaneously with

,. . .'..■ ■ the.--preparation "by the Executive Board of'-draft amendments of

,.;-. -. •■■' the' Articles of Agreement, of the :po.ssltildty.. ah'd; modalities'

. : .. . . ■• ■■of establishing'ra. link "between development assistance, and SDR

..allocation. . ■ ■. ■■■- ■ .. ■ ^: .- . ■ ' . „,' • , ■ : ■...

. : (k) .■ Establishment of a .joint ministerial Commdttee of the. Fund and
World;. Bank., to carry forward the study of the broad; question, .of

the transfer of real resources1 to developing-, countries and...to

recommend measures.

(l.). Preparation by the Executive Board of draft;: amendments .. of. the
.-, . Articles of Agreement .for - further ■ examinatioH.- by the Interim

. . .Committee and f.or possible recommendation at., an. appropriate

■:;■ ■ . . time to the Board of Governors.. : ■ - ... . , ; - - ■. ■ ■ .

; . - ■ I'hese-.tneasures are described in:more detail in .the .statement.., ■ ■

attached to this cofnmuniqiie..,, ■ . , ■ , . - 0. . . ■ ;... ■ . ■ ■ .

(iv) Members of the Committee expressed their serious concern at the

... acceleration of inflation;in many countries. They.agreed.on.the

■ .....urgent need, for stronger, ^action, to combat inflation,. so,as . to avoid

■ ,. .the grave,social, economic and financial problems;that would other

wise ariss. They recognized that, while international monetary

arrangements can help to contain tnis problem, the main responsibi—

., . : lity. for.-.avoiding,inflation -rests with national ^governments,.,.. ..They

-.:-,, affirmed their, determination tc adopt appropriate:.fiscal, mo.netaryT

. > . .. and-other policies .-to this end. In the discussion.;Mefgb.ers of ,the

, ■ ,. . Committee..,urgeci, that ..the maltilateral trade .negotiations ;.in ,the -..■ ■

... . framework -of G'ATT shoal^, continue to be regarded- as ia-matter of

(v) The Committee noted that, as a result of inflation, the energy

.-. situation, ..and other unsettled conditions, many .countries are

experiencing large current account deficits that need, to be; financed.

Th.e .Committee recognized that sustained co-ope.rati..on would be needed

to ensure .appropriate financing, without .endangering; the ;smooth

. -functioning of private, financial, markets and to. .ay.|er,t the danger.

of adjustment action :that merely shifts the problem;.,|to other ..coun-

trieso. ...Particular attention ;was drawn to the. .pressing difficulties

... of .the most severely affected, developing countries-..; Members of the

Committee .therefore strongly emphasized their r.equesit to all coun

tries, .with available, resources, and to development. finance insti,tu-

.. r..t,ions vto.;make every effort to. increase the flow qf financial assis-
., tance :,on ..concessionary terms to- these countries.."
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The recommendations of the Committee o.f 20.were adopted by a composite

re-solutio-h approved "by the iSxa-cutive DireotrTs of the Fond and submitted to

the Board of Governors. The Committee of 20 tuus con-ol-u:de4 i"ts work pn

international monetary refsrm, agreeing ..§n a. .programme of iiffittediate action.

It.also .reconsidered a number-of areas in.-whiGii.no agreement, was reached,

and which were not incorporated in .the- Committee's final.- repert, "but anjixed

to it, Substantial divergencies of >iew remained on important aspects. It

was. therefore agreed that the Interim Committee would study, those points

farther. -On a specific point, the "link"., it is important to note that.

While the technical..feasibility of establishing the "link" was recognized,

the hardening of, positions continued. .The.outcome will depend on the attitudes

of certain industrial countries which are still opposed to it.

'j.'he views of the developing countries were sat' out in a communique

issued -by the Intergovernmental Group of 24 after its seventh meeting, in

Washington on 9 and 10 June 1-974- ■ " -

152. The Ministers take note that Part I of thy Outline of Reform represents
a- broad conception. Consequently, while they do not consider that it repre

sents-an adequately balanced.approach which takes account^of the interests

of the developing countries, they refrain from elaborating upon these reserva

ions at this time. They reaffirm their understanding that no decision will

be taken to implement 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 accorded due consideration in giving final shape to the

international monetary reform.

l53,.:On the basis of their discussions, the Ministers affirm their position

that the-immediate reform package snould reflect in a balanced manner items

of reform-which are of interest to both the developed'and the developing

countries.' ' -

According- to the com.nunique, the immediate reform package 'should include

.measures relating to the link and international liquidity, the extended Fund

facility, quotas and voting power, the Joint IniF/IBRD Ministerial Committee

andlnterim IMF "Committee. The Ministers also attach particular importance

to the following- points^ guidelines f»r fleatingj the rate of interest of the

SDR and of charges on Fund drawings, the transfer of real resources, controls

and the rules governing the use of the SDR.

X55« The Group also held its eighth meeting in Wasuington on 28 September 1974,
and issued a communique expressing 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

confronting the developing countries specifically. rllhe Ministers took note

of the draft composite resolution concerning the recommendations of the

Committee of 20. They reiterated their view that the recommendations of the

Committee do not represent axi adequately balanced approach. .'The Ministers

took note of the draft parallel resolutions -of the' Boards of :Gove-rnors of

IBRD and- IMF establishing a Joint Ministerial' Committee for the Transfer of

Re-al- Resources. They' felt that the text d-ia''not- fulfil the "expectations of

the developing countries either with'regard to the mandate of"the Committee

VTP
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or its procedures- The MinirfcerB-poijrtfid^>4it_iiia-t__-th« proposed Interim
Committee-.:o;f IMF;;woald;;-al-sb need: to >.gi-v©^rg^t.^aridT conti-nLLihg,at^ntaon-;to ;,

the transfer of Wai' re source &,■■ in1 the-■cori-t'elt-of the^ adjustment ;|>:ra.G-.essv. -■■

Ohe!'MxnrStWrs!-:welcome^:tiie' establishment"'.of ■^■fle.EJxiendis.d -Fund .^acllxtyY^an-d,

reaffirmed tnveir--View'vthat this-'facility ^co'ald nqt: 'ie conside^ed'as^a-sub-:;;-

stitate for the "link" and emphasized once again that a final decision:.to ■:■.

establish the "link" should be taken without farther delay. Finally, the
iviiniste;rs":re^a-inexl- emphatic^ the'-neecl^o "revise the ■•^uota^sys*ei^oif. IMF.. ,-

1>6;::T3re 'institutional arrangements ■■prbpbsed-'by the: .Committee :»&.-"20:.1include-.

the .QstWkfrs^eW the' Board :of Governors of the. ■

Fari;4;^ith?a4:radyiso:ry; role/• Its-Vasfc:'Would lie principally in -supervising .
the;'"ila^a|4mrent-knci;rard;aptatio;n 6'f-fkV-' international- monetary ^system," ild

the dd£tin"iringderation "of th^e -adjiis-tment prdo:eBs/;and-:-in^ thi;,s"' jeoiu

reviewing developments in global liquidity and ■the transfer--6!f re'Sl
to" developing.pountries, considering proposals "by the Executive Directors to

amend-".the-:^rtiale'S "of iigri:eementaiidvjd'eallng wi-4i madden disttiTban-ces- that . ■".■;:
might "tHrl^tdh tiie ^systeLn-" fF6T16^ing\itW first Meeting Un^Wa-shington^on ' . -_■ ■.>■:
30 October 1974T the Committee also held its second meeting on 15 and-:1..6-'->.j..'.,
January 19.75? daring which the discassion centred on the adjustment process,

the !c;onfinuation :6;'f: ihe' oir -facility' tor t97V-tne ■ general ■"-review- o".f the- .- ■ '■

quo'iiaV'f?'"'"?S6""Members df' the1 -Fund" ajid'amendments^to ■the Articles"--of-Agreement..
of th;e ^dh:dj:inciuding-amendments: relating-to -gold'-and to ■ the ''-'link":.:-■■■On .■■•■-..;.■

this::latte"-r pdintj-tiiere'eontinued'-to :"b© a -diversity of ;vifewS3/he;VerthelessT"::•>

it was"hoped that a'convergence could be'obtained-and tfiat;ttie"Committee .could

approve certain amendments on gold-arid1 on the link- ■ at- its next■■■meeting, .../.■•:■■■.■.-

scheduled.to be, held in Paris in Jane 1975- It was hoped that, after the

aiini-steria;! "m^etihg^ in"; June-, -recommendations' concerriihg quotas and-the questions
of reform" .;wilir;"be'submitied td'the ;Board of -Goverh6rs;of the^Fund^ -^wKich-'-would

takie':a; decision to ;be" cdfnmunicated to;mem:'Ser-; countries- for "ac'ceptancei •'■ ■ ■

i5fj It "the ■same;- 'timei' the' Group oflf 24:vneld"its"ninth.-meeting--in-.--Washington:i ■■■:■■

on 13 and 14 January 1975- Tne Ministers reviewed the world :eG6nomic-situation

and expressed concern at the adverse impact that the recessionary trends in

the 'iiidustriaiized countries /w'ere ^hav'in^7: on"-tile'" deveiopihg ;66uhtries^ - ■rilheyi
reiterate"d"'":-thfeir?view that-the "International Monetary'Fund' was^the-appropriate

orgaii'fo'r ^griemen^-'dh ihterhational mbnetary'cjuestidns^^^'i'iiey■■■agreed"tn"at--vr:.;

there was:a'; continuing^and'increasedi^ne'ed ;:for"off ici'al-:fiiia:ndiEi-gr-f-acilltie-s ■■ -..

and ■'supported ■■Bhelcohtinuatidn of the; dil::'facility- in-1-975""-!: ■^fey-saw an'urgent
neecVfo'r lhterest relief "¥6i'r the mo:st 'serldu-sly " affected 16w^iii©dite:':Gountri"eS'.

purchasing under:;tHe faoiliiy."" The:"'Minister B "odnsidered-that'-thenrust-fund:--;;

proposal before the'interim ■Committee was':ih6t ;a realistic mebhahism^for^ tnis

puypdse;i nor'was-it acceptable :as an altefnative'td'the1 Linki^rO?hey -urged^the "

activation df'tiie' Sxtended'Fdhd Facility;,-:ahd stressed" the'--need fdr-: longer-^---'

term development finance. They reiterated their View; co'hcerhing-the- pro'blem"

of gold. They compered that an increase in quotas was urgently needed and

siiqulcL n6t:"be":ideia^e;dr -The Ministers reiterated tiieir positidn that they •-' ■
^^^nly^1 package of .amendments that achieved";a;fiar"-balahce .;"between

of" developing ;coantriesr:and -other- Countries;: -lit "that■-;connexion■'-

tn^yreaffirmedHneir-::;Miwni:^ for_ the-1'establishment :-of- a;-link consisting

of direct'all^Qa.tions^of ' "linked"- SDRs:-Ho: ^.e3:-oping ■boantries. "The,:Minist^rs
also discussed-other' proposals fdr'-'amendment: o'f'-the 'Artics-les^Qf; Agreement1 of
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tjie international Mon-ei^ryO*^4^a&&^ 'in-.that regard., .
They exchanged-views on-rfche issues., before the. forthcoming meeting, ef the.

^Development1 ..Committee, . and...discussed■various -points oon-cerning-'.rthe financing.

of the'.needs of,..the.-..developing coon-tries^opjic^ni n^whlch- they expressed"-.,

their-views* ■ ■■ ■.-.,■ .'.. ■■■... -,-:■■■ . ■ ■ ■- ■ ' ■ ;-:

1 58. The Ixterim- Committee .of, the Board of Governors. :of 1&e--International . .

Monetary Fond held its third meeting- in Paris on 10 and 11 June 1975- Ii

received opinions on. the .world economic, outlook.and.its implications for the

management of domestic, policies and international financial relationships* . .,

It noted the decision concerning the continuation of the Fund's oil facility

in »1-^751' and. welcomed the. progress that had-been made towards the .establish—,;

ment of. ,a .subsidy: account to. assist the members of the Fund mast ..seriously- ' .

.affected to .use. the o.il facility, . j . ...... ' ■

159. The ;Committee held, a detailed .-discussion, of the .role of gold, and there,

was widespread agreement that a solution would have to.be ;based on certain

principles. .. ■ •.■-■■■■.■ ■ :- - " .

160, The :Co.mmittee^ also-: discussed the exchange arrangements that, members, of

the Fund should, observe. There, was widespread agreement that .^members should

have a basic obligation.to collaborate, with Fund, and with.other—members in

order, to promote exchange stability. The Committee reiterated its agreement. ..

that provision should-be made for. stable but adjustable par values and the -."'7"'

floating.of currencies in particular situations*,. . . ., .

I6.t- The Committee endorsed the principle of the improvement .of the Special

Drawing. Account, and the General Account- It Agreed .that a standing;.Council.

should come into being when a 'decision ; was taken by the Fund for,that purpose

under an appropriate amendment* It considered various proposals to assist

members, in ,dealing'with, problems, arising from sharp fluctuations in the price's

of ;primary pro.ducts. . ■, ,. . .... > ■ ■ .. . ....

The-Committee considered the question of the increases- in the quotas of .

members as.a result of the.sixth general .review o.f quotas-- The Committee

noted, that.progress had.been made in that direction-and agreed that for the,

quota increases,., members should be gi.ven-an, option to pay 25 per. cent of the

increase in quota in SSRs,. .the currencies .of certain..other tnembersj subject

to .their, concurrence» or in. the ,metnbei:^3...own currency. , The ■'-Committee invited
the-Executive. Directors to prepare and....submit, as promptly as possible to the

Board,of Governors,, for consideration .at, its .annual, meeting in September 19T5»

a resolution including proposed increases, in the. quotas, of individual members

and. provisions on the payment, of corresponding sub.scriptions.i;on the basis .of....

the understandings reached by the. Committee., . . '- ..

163. Some felt that the third meeting of the Interim Committee was. only a "

relative ..success. Others felt-that it was a disappointing meeting, especially

in-comparison ^with. the. great hopes and anticipations at the: end of the second!.

■meeting.... There, is-no attempt to hide the continuing .disagreement on monetary.

reform .which_.is,exacerbating the .world1 s economic malaise. The twenty.

Ministers -of. iiioonomy-■ and Finance in the interim Committee were obliged .to .
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face "the. facts, and recognize t^ai^oy "disagreed:"''. !Tn fact, they did not -reach
agreementseither' on th.e ■.reform"- of; the/ AHicles--,o£,:£g;T<$ecn&nt of the Fund- as\ - -:

regards goldf ;ahd/ the''Wxcnang^"-eyste|iiV;- or-on-t£e,'d^ribt^iion ' of quotas amon^y
the member poan^rie's^ on^'the^occasjo'k^fihe next,, i'n.cr.eas^- i.h 'those resau.rc.ej3....

Only ..at ^the^eommittee's;tiexf m^fiiing,: scheduled ■.fop?;.September,-- will it;be,. ;--. ,.

possible ^to see-whether progresses' 'been-- made:;-' .Y*v ; ."' ' " : ■" - ■ ;-::;i1 ■ ■_.■

164. The Ministers'of the Intergovernmental Group of 24: held, their tenth■-'-■■■■■
meeting, oja .8 and 9 Jane 19,75, ,also in Paris. They expressed grave concern

at the adverse.'impact of. inflation knd the continuing recession in several

developed'countries and the sharp deterioration of the1 terms;of trade of the
developing countries. In view" of those' considerations?: the Ministers stressed

that additional external ^resoarces were required, by low-income developing v .

countries and by. all other developing countrieso' ,In., that contexts th,ey- ■' ^

emphasized the., need for.;.i"n'-ternational";c"o--operation In;' all. fields- mon-e'taryi ■■■

trade and .financial-. ' " ", '. . " ■ ■;'. ':.'.'..;.; '■'■. "..■'...■. "-..■;.",. " '

165* On, goldt; the Ministers recommended that'■"the\'aaienjded-?^r^i1cl1es"1Bhoaad-;:'::" ^""

oblige ea:ckr.member of the.: Fund. to. .undertake to. collaborate with the Fund and',

with^o-ther^mgrabers .regarding"..the., policy ;6.f "tlie:-^e.riber 'witfy; respect to'gold.-^ ,;
They" indicated .-that "np, arrangements .with regard to^'gbi^-wou^
that wei'g^iot.-de.signe.d'^o. raise'substahtiaiiy'!the |ipw. of financial resources;-

to

166* The Ministers saw a need to finalize the sixth ..general review of quotas ■ '
in line with the agreement re.ach.ed by the Interim Committee at its January

meeting*::,: They ..agreed that i'he present representation of developing countries

in the--decisipn-malcring bodies o^the Bank and of the. Fund'should be substan-
tially improv.ed.and the broad\ geographical representation 'of. developing coun

tries should not be adversely affected. :> ' ''~y \ '' ..,.'..

167, The-Ministers expressed', .support for amendments envisaging a return at the _

appropriate, time to a." system'of par values, containing1 provisions forJ the ' ^ *1-;^
establishment ■■ of. pen^ral r&tes, and empowering. t|ie Fu^ids. to authorize indiyi^ ' ■ ■■'

dual countries to continue the float thereafter in particular'-..■clroumstances-"';' :-; ■

168- The Ministers welcomed, the pontinuation of the oil ^facility and. stressed .
that, the conditionality gpverning use'.snould be relake^when the facility came- 'V.!.

under re^iei. in; July.. Th^y; agreed that, in view o#;^e:<mkssive deficityin ' ;''"■';Jf;
prospecl%&.. the. developing countries^/ it was he;ce#s'^ry Tor the oil facility; ■"■■■■'■•■
pQjs^jbJ^'Srpadened in..it's objectives /■;W )contin:u% ;%r a longer period than had ■■•:■
original!^ been envisaged. They'urged'"that all cbuntries in :a position :to '■'■ -

contribute to the subsidy account should do' so early. ': ■iJi'i; ' ' -

169* The iYlinisters saw a need for improvement in I?iF facilities. They re

affirmed their support for the early establishment of a link between alloca

tion of SDKs and development finance. They expressed the hope that the

Development Committee 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 increase the net flow of official

development assistance and make progress towards meeting the agreed OBA target
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of Or.J.rper cent, of, GJJP.^..,, The..Ministers, emphasized.,the need, to enlarge the

lending-pff.fjfehe >JorLd";BanJf,",|nd" the "regional banks,and."endorsed the expanded '

five-ys&r., lending programm'elproposed by "the management of the Morld'Bank^ ■
They, expressed their support, for the immediate'establishment 6f': the "Third

Window i»:--t|iQ Bank, and .stressed., the-need for the establishment of a;" Trizst: "
Fund financed from a number of sources." . They agreed, that eligibility for
both the Trust Fund and the Third Window should take in-fco accburit the heeds

of low~inc.pm.ej developing countries, and other, developing countries. .

170. The, Ministers-emphasized that priority 'should; be. accorded to^IBA, which ;/

assis^sr the poorest countries', and recommended, that .the. nsjct IIJA replenisn-:'v;

men«tf^.Q-ald offset the. effects, of inflation and provide for "a_ siibstahtialf ; \ ; ■

increase .in-real- terms.. .„.' ■= ..- ... ..-..-. . ' ■-',.,. ;..;' '/.■'.'.".'I

171.' 3%-e=',fillisters were of' the".yiew_ that the deterioration,in tiie'"te'wa's. bf\ ;y/
trade'of developing countries due, among other factbrsV "mainly/to the'd'eclihes-
in commodity prices, emphasized the need for measures to safeguard in'real1

terms the., export earnings .of developing countries.. . ... ..:

172* The.iMinister.s^ also, .recommended, to tiae'.Uevelopment Committee that it'"

should con.sider other, .proposals before, it^tp.meet. capital requirements of all
the developing, countries..,- ..They therefore, suggested that a special Working

group be establsihed to develop proposals in'detail on improved'access;to-

capital markets. In particular, the working group should'1 consider th'erfeasibi
lity .of--a.: multilateral; guarantee, fund,; . . .-; , .;.. . . . ., ■,, ^. -



173* ^he launj3Mjig..anO^70'~T33>Mfce—General—Assembly of the United Nations

of the Into.Tn^i±ij^B^^l)erv^l^^aejrt Strategy for .the—Second Development Decade

was acclaimed; as the international community'/s single most concerted,

comprehensive" and "creative engagement on the "development issue,, ."It soon

■became apparent, however, that the objectives of the Strategy1, -which' Were

formulated within .the context of _ths .old international economic orders

were not ."being achieved and the development issue 'was.''again .discussed .in
various ;iiiternati.Qnal--forums as; "early, as the' F.ourtn '.Conference of Heads'

of Biia'te"jp^-J3ov91rhment' of Non-aligned Countries in "Algiers in" September

^ : ' ' ' '

174« In :1974s the concern of the developing countries led1 them" to. take./.'
the initiative in convening the sixth special session of the General''

Assembly of the United Nations which adopted a Declaration, and, a Programme

of:Action; orrthe11 JstablishmGnt of'a New". International Economic': Order,,

which-."represented a fundamental revision of the relationship" prevailing.':

"between the developed and" the developing1 countries". ■ Subsequently,' ■■the' "

need for a new international economic order has "been reaffirmed in such

international forums -as .'the'Conference of Developing Countries'on Raw.
materials", hoid-"-in. Dakar- in February-i975| the meeting of ;* the "Council of
Mihiste-rs^of".'the1'Organisation of African Unity/:held'Vin"Addis'.Ababa in ■
Fshrua^y:A975i/-'^^"-Js^>ond■ MinisteHal; Meeting of 'the :Group, of' 77, held ;'"
-in-Algiers in Februarjr 19-751 the Conference of Ministers of the United
Nations Economic Commission for Africa, held in _Nairobi in February 1975a-
and the Second' General ■Con£ereoi.ce of the United Nations" Industrial
Derelopment Organization,-:held 'in Lima" in March 1975- -....-..

175*. ^^ "analysis' carried out in .the'present study .makes it. possible jto""
identify" the "main problems' faciii^ African developing' countries which :iare'
■awaiting■ solution in'1 the oontex£icif-jxAGTn^ " ■;" ' -"
negotiations? . . ■- ..-.■--"'■'""" ■-■ ■ ■

■■'■(a): The' annual G3)P growth rate in Africa In .1973 was '..only "4.7 per "
centj against-5.6 -per cent ;in 1972. The growth "rate per capita was 2 -$gt
cent, against 2V9 percent. The 1973 rates were weIX "below the'.average .:..
rates of 6 per cent and 3.5 per cent respectively laid down as targets
in the International Development Strategy adopted by the United Nations

General Assembly. Africa, which included the largest ..number ..of- le;ast
developed countries, now Recounts for about 'two thirds' of the"'cou'n"tries *
classified by the United Nations, as most seriously affected.. :.

(b)1 The over-all -balance, of •payments "of African developing countries,
(other than' the main oil producers) markedly "deteriorated^ falling from" '■'
^?USG.3 'thousand million in 1972 to gus-0,9/thousand million in;i973,;'...The
striking ;changS was the very heavy fall in net. capital -inflows," the balance
of which fell-from1 #1.4 thousand million to ^0.8' thousand million, between
the two, years, ■■ The year 1974 was marked by" an.exceptional imbalance.' " ■
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deficit in ■ tfae-^a&e^ala&i}e-i^^ the

.main oil producers increased eightfold "between 1973 and 1974? from

0.4 th.oxisand million to $3*3 thousand million.. . .

: ■ (e).. Txi 1'9733 - the. relationship of reserve's, to "/imports in 'African
countries "(other thari the main "oil producers) was 2.6, per cent,,, enoagbr-to,

cover only three months1 imports* . . .,.'■".

(d) Africa's share in the net total of .resources "from the MC

countries and multilateral .agencies is "constantly falling* .. In 1973?, it .

was 18 per cent? against- 20 per cent in 1972. ■ Sinoe 1970?. it has "been

markedly lower than the figure in the 196OsB The increase in Africa's-

share in .total net bilateral ODA is insignificant. Its share in total

net "bilateral and multilateral technical co-operation, has. fallen ■ ...

slightly» ' ' . ' " .'._'' . . ■"...■.."*''■

' (e) Of total'World Bank loans and IDA credits approved, in.1973-1974;
Africa's share*, yas. 25.'per cent." Its share in H)A credits w.as. relatively

lows- ■ 34". per cent",, against 60..per cent for Asia. . .. ■,,..- ■"'.■■

(f) ' The Bank "began programme loans to Africa in 1975? "tout has / . .
granted such" loans to only three oountriss. Similarly, during "the same

year/ a slight increase in the financing of expenditure in.local currency

was notedj "but "the share'of ■ the financing of such expenditure compared ■. ■ ""■

with over—all Bank commitm'ents. remained very low,. .- _ .

(g) 'Despite a trend, towards an increase, in the : grant! element of /

loans? loan terms, are still in' general hardening,, . ' ■*■" .

(h) The accumulation ."by African countries of so many external . " -;
liabilities brings thsr? up against problems which weight heavily on their

development; .-Debt "servicing /absorbs a good part of ■the financial re-sourc&s.

flowing'towards Africa* ' " :" ' ■

(i) Hecent economic and monetary events .have had a profound effect
on-African economies. These countries feel more that ever than-interna

tional co-operation should promptly arrive at fair solutions to the

problems.affecting them, _ . ■ ' - '

Resource flows, and their, terms . " [

176* African countries other than the main oil exporters have a greater
need than ever of foreign capital to finance their, development. ■: The

concerns identified in this study bring out'the need to improve existing

financing machinery and to" bring into "play other financing machinery ,.\

through which there can be a greater flow, of financial resources- to the-se

countries. It is'clear"that the official'financing facilities .and

arrangements no longer meet the requirements of the situation created by

the noi/T world.-economic circumstances. The provision of funds to the
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countries most seriously affected by recent economic developments^ and
the need to grant.aid-on-ooncessional terms and'aid in the form of grants,
.are. problems.-,which are .bath": serious-and urgent. - "■ ■■' ■■_■■•• ■'[ _ ■'

3,7 7, . Talcing into account- developments..ins and. the current" status' of-j

transfers of resources t:o-Africa," Af.ri.can" countries" should make a;^thorough

review of-1 the philosophy and. concept of aid which they receive-, as*';';
advocated..by. the, :3CA Conference, of Ministers. "A' study should be under
taken, of. the, -economics of aid..- A strategy-for the transfer :of "financial

resources..to. Africa-should be. drawn1 up-:.: '. ■' ■ -■■'■■ '■ ■■ '■-'■' ■

7 The -3)AC, countries .have .;not yet:.honoured their outstanding commitments

within the .framework of., the-1 per cent .target .laid down for ■the transfer

of resources to the.developing-countri.es* The. target of 1 per-'cent of

GHP? including-Q-7 per, cent for-OSA? .was recommended by T3SCTAD, set-cut
in the International Development .Strategy, -recommended by'the OAJJ Assembly

of Koads.. of-State and !Government ...in-.Addis Ababa, in 197-3 and' reaffirmed in
the resolution on the .establishment of'a new international, -economic "order

and in the resolution adopted by the .3CA Conference of Ministers at its

third meeting- This target laid down for 1972 or for 1975 has not been

reached-. At..the end of .19.73*. the-respective positions, were-.0..79 and 0.30.

These, proportions, of -GEP ..represented by aid were-still .far below: 'the;"

target laid down.,for the middle, of .the .Second Decade* In view ofVtlie"
current situation-) the industrialized countries should increase the'1 real

volume of their aid, and particularly that of bilateral and multilateral

QDA, to reach/the target laid ■ down. The grant; element should be maintained

above the norm.laid .down. -. ... :..;.■ ■■ > '..■'. : ■". ■' -'

1.79,, ..The' socialist countries, have-not yet defined the target and the

level of their: aid's it. .Is desirable that such .a task should>be .--carried

out as soon as possible, ■ '.

18Oe The recent trend in oil and..commodity prices-:has -resulted in the

creation of now economic ciroumstance's throughout the worldi:;.)Tt.-has raised

the^.assistance■ requirements-of :$h3:;devel.oping' countries^ -.'The volume of

assistance should be. increased substantially^ its.-distribution and compo

sition should.be revised-'to .benefit such - countries, . Nominal rises should

be considered in the light, qf ih.® ILsvol of inflation^ . an ■ additional effort

.should "be made for a real increase" in resources* T3ie,group of-countries

identified by ..the'.United JfationsC/inJresGlu.tion 3:202 . (S-Vl).) as most seriously
affected by price risess of which African .countries make, up more than half,

should benefit from, special measures,, on the part. of donors. in the form of

an increase in inflows of foreign capital, emergency aid or lightening of

the debt burden. . The increase ..should include a hi^ier .share, of inputs of

funds' in the .form! of grants,. . These'-countries ■should be-classified as

priority recipients. Private credits, should be-expanded, and.1 offered on

the basis of criteria compatible with the. goals of sound development.

/■
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181. :inaJ.ySc-s--p^paEed^^-Il^-oEL the ahort-teim ■'baUnoo-of-payments outlook
of developing countries,, and Horlxb3aDiL.siaidd&s on the capital retirements
of developing countries to--the end of the decade, revealed the deteriora
tion of the position of most of the developing-countries. 1W concluded
that the, balance-of-payments needs of the most seriously affected countries
would continue to. be large in 1975 and 1976. The.¥orld Bank concluded that,

. i± developing countries were to. achieve. adequate growth" rates in- th-

■remaining years of the decade, . they would: require substantial'-increases
on capital flows, both official and ^private, " and. would at the same.-time
have to undertake efforts to increase domestic resource mobilisation and
.to expand exports... The Development .Committee, -meetin- in-Jtoe-1 975
■recommended-urgent steps to meet those'needs through existing ardnew
mechanisms,- It was noted, that negotiations-for the fifth replenishment
..Qf, IDA ;were-scheduled to start later in-the year, " African' Governments
should ensure that such moasures enter into-force 'as"soon as possible,
and that the fifth replenishment of IDA is carried out without de]ay,
The. replenishment should bo effective in real, and not only in nominal,
terms „ . ■. .''.■■-.- ' ■ ■ ' ■

18.2. ^African Governments should also give their full support to the
decisions of the Development Committee at its June 1975 meeting aimed at
helping achieve acceptable rates of growth for-developing countri—'
namelys . ■ . ■ .■-,'"'■

(a) " Expansion of the lending programmes of the tforld r^ank and the
regional development banks, consistent witli their capital str-u
and the availability .of fundss and review of the capital ba™ rp
.such; institutions. At the same time, the Bank should soften its

■ . criteria for action with regard to programme loansi ■"■ ■ ' ■

Unanimous support for the establishment for one year, ard durin^
.the periou beginning on 1 July 19.75, :'of a new' intermediate lending °
facilxty..mv^ie World "Bank (known-as the ThiiaWindow) to T^d-qn°

: terms 'jitermediate between those of IDA-credits a^id those of ?orld
.bank-loans. Since such funds-would be limited, there would"^' a"
nae-d for eligibility criteria which would favour the developir^"
countries with an annual per ^agita income of less than §37*? that
faoilixy should be expandedn ..,Eligibility criteria for its facilities
wnioh"-are-similar to those adopted-for IDA should be -nevi^ed so as
to. allow many African countries ineligible for IDA ass- st^ea' io "
have access to assistance from the Third Window j ■ " ■ " '"';:':' ■

(c)' Establishment of an interest subsidy fund to lower'r--3t^«=< to in
■average level, for which some'^of the industrialized- and pU-expo'riiinP-
countries have offered contributions | ■ ■' ' ■ " ""countries have offered. contributions

-^^ L?! Pial TrUst Fund ■fc0 be administered by
to provide additional highly concessional resources -bo m-et the

baxance-of-paym.nts needs of low-inoomo..d0velopinS-^o"nfrdftfl for the
nest few years? " L ■ e
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"* fe) ■':^pandsd. ^-s^Wicalraasi^tahGa^'to 4e,veJ,op:i,ng- countries seeking

" access" %b "capital ma!ck'e*s;;;in:;:.o,^cier to--f acivlitato.: ..and expand the

:-: 'ko'ceaa^-of 'developing ■ countries .to". such^marke.t^.in view, of" the

—iint>ortahc'e: 6€ private capital.:-in^.the .over-all- .capital needs' for"

183, -In "addition^, and" taking .dnto account '.the -.-serious difficulties facing

■the's'e' countries in ensuring ;tEue flow1 o.£ ■resources ■ ess'enfiarfor ..tfreir

':f'iHari"cihg needs^ African 'Gove-innients' should, seel^:.urgent" "actions -.

;-' "=*•■ (a)" .To.'re-:,o:rgan±2;e1!;'and even ..cancel public de"bts contracted .on hard

market terms "by the countries most .seriously affected;.1D'y'...We1-current

economic situation* International action to reduce the adverse

"! im-pact5 :df :tHs "burden .of this deh-t- should "be..-envisaged ifith goodwill

^0/:V ^Dy-the';"d.e-ve'lopbd countries:. Deists should, "be .renegotiated, on ■■■ a case

s'.::. -:-TDyv0;s,ss ;:"basis":with; a view .to concluding agr.eeme.nts.. on de"bt";;c"ancella-

'■■■-" ^tion-j:-m:6ratariums- rescheduling' or -interest. :su"bsidization? '..' "-1

-- "-'= -'In":its-:resoM'tion 59(.IIl) -on; thsjinoreasing burden of Jieb'-j;^1 servicing
in developing"r:'Oountries^iTOCTAI>;;4nvitLfd.'-international financial^'and credit

"instite-tions/-"aHd;thei;.de-ve.loped-e3re^itor, countries concerned,t°,review and

teria amd:"-p,3?OG@'dur;e,s; 1or re-sckeduling. of,;external',de'bt of.

.'d6untries)1 particularly those with-ssrious deDt Servicing

problemsfi;-'s'"6 aisrt1arensure-.r,tha;ib-,refcs.pheduling did...not interfere wd-'th the

:-br3:erly''prvo6e-ssi of devalopment. planning in., debtor countries ■'.and. was syste

matically designed >to;''.prevent ".>pth '•• disruption of their .long-tei-m',develop

ment plans and the need for repeated re—scheduling- ' "'"~ " "■ ' "'"

i{"b),',!|I1he"i-improirement.: o.f;. the,,t@rms of aid. ' '%$.. will beV recalled that
UlTCTAp and the DAC countries had adopted recommendations on" the

;■■■:. interest1'■ra/tes-'on official development,-Ix^ans,-, -the .^.afe-rity, periods

■'■-"■ of■■ "sue]a loans? --the grace-.periods-and the .proportion of grants in

■ "fd-fcal assistances.■■^■UFCTM) res-oluti-on 60(ill)-, had- urged "tlie donor .
countries to reach an international agreement on general untying of

aid at the earliest, possible date. The OAU Assembly of African Heads

■ of^'Btate iandr Governmeh't- recommended■■■ that -the developed ..countries

should"'talcs-immediate^ measure's to soften the terms of external

assistance with a view to ■■making ;them.,. comparable to..the' terms favoured

by IDA and to untie their financial aid to African countries so as

"'■■'■ to "enabls them to>make'/purch:ase^ at the best price,

' '■■'('6)"''i The'liiiniedia'te' establi'shmsnt- of a ,linlc .between special drawing
rights and additional financial resources for the development of the

-■ developing-'coun.tries^ a: link, ^compatible with the monetary character-

1 -istics-Vo'f ^sx^sclal.'draw-ing riglits,;-, ■ > ,■■■■. . ."''... V' '

."■■184.". "Other;:? less" short—term,3 mGasureB.-or-long—term measures sh&uld'be

sou"gh::t; -'
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GoTOTmenfe-sb=°ul^sWt^^
t aflfliBtan*-. vi^^wtrt^rtir^d..into^three..^?
to their level of GHP ana their ability, to pay for thexr

^geaS iaSres -favouring me least devol^ countries
continue and .He reinforced. In addition, mxddle-level

Entries should give uP their claims on resources transferred on
concessional terms in favour • of ^:ls^f™l^^wiri^
laddie-level ■ countries should have aceess .to aid through
IS" on the terms referred to abovev,, They.should^s^^
to develops* countries' capital markets^subsidized intercalates,
financed out of contributions made --by developed .cc.atrxes and by the
revaluation of the IIP gold holdings'. ■. v -. ■ r ■ ■ j ■

YbVln li*t-of the increasing efficiency and effectiveness of
^itilateraT instifetions s^ch as f^e florld^ankj^ric^ Governments
4ouia uise tEat-mere res^ces should he channelled throu.ghjhem.
The ifbrldBanlcsh-mld at the ^e : time increase the,percenta.^ of

in total loans and credits./ Thxs- percentage «>» 4^**f ■
: lQTa-and 1975,' tat it fc.as; remained afapput one.thx^L of the
ily Sould support 4 Pa*'s, efforts to redirect;!^ „

asS;ance to rural>areas in devBliping.;Soun.tries, -^
tha^the- paid-in capital" of >he,Bank ^e. increased, and,the

ask'that the'criteria of population^- J,jr_ca£ita,xncome^nd £pi£
Sd flow used W*> Bamc-for-diffeUtiating-ietween developing
countries ^eref-ormulated-in order \o take into account more .accurately
the eeonomic condition^' in developing eountrxes.; . ... ; :. . ■; . .; - \

(c) African Governments should'^rge that a more liberal policy should
il -sdSed^wards loflal costfinancin^j-ncteding^for national expsris

African-Governments should support'-any mechanisms to .combine' the
fi M °? ^ oil P-°*i=^s andthe ^chnology of the xndustrx
S- *or the dovelopment of non-oil-producing developing

■- ■ ■- -fiV Bt the rich countries or institutions in the: rich countries
■• -•■■ "-borrowing from the oil producers at commercial rates-and lending

■ to the poor at subsidised rates| or ■ :;■ -..,-; ■ ■ ■ : ■

■ " ' •-(ii) Bf Interest rate subsidies financed either by the^profits or
r^valuatiL- of the gold holdings of IMF, or by the coined..direct

-■ ■ con-tri'hution^from industrialized nations ;ani -oil -producers,

185: ■ -W African- countries-are concerned abou-t the q.uestion of,.a more
185. me iiirxcau <,tribution of transfers of resources. ; In its

e^a^!GSfon/Africa's Strategy for Development in the 1970s, the
re^,lutxon-.2l8(X) or. M.rxca s ^ the x per:cent target

3PA Conference °* ^^"^ from 'devel oped to developing, countries,
for financial re^rces t^g0LX0 a more equitablo distribution so that
^r^f^twhoierand in parti^ax. the least, developed « African



//

Page.. 67;

countriesj will obtain an adequate share of these transfers*" The OAU

Assembly, of African, leads of State and Government thought that the World

Bank... Group should distribute its' loans in such..a way. that'Africa'would,

receive, an increasingly large share of the' resources of 13)4. and. that it.

should provide"" for "a more oqultabl© geographic distribution'of [ its

assistance. . "...'." ■ ■ • ..

186. If it is true .that more aid should ,be ..furnished to those countries

with the lowest incomes .and the.least favourable prospects for.developing;

Africa1s;claim to an increasingly .large .share, of international aid. is

well founded." "IDA shouj<i:,jbllow the recommendations of the .OAtT Assembly

of African Heads of Stats^ and "Government, adapting its loan'.policies., and

procedures to the econGmic/,cdnditions..and special characteristics, of each

African country and increasing its financial .support of .the "least".developed

among the' developing countries.. The Itforid" Bank Group should provide all

the financing in connexion with, the development projects of ;these countries.

The international monetary situation . ...■..-

187- The international monetary situation has continued to'have a profound

effect 'on" the way in which African economies are" managed and" on ..their

development effort. The reform of .the international monetary system is

the most important and most urgent problem. It is essential that reform

should be formulated within a short period- The full and effective parti

cipation of representatives of African .countries .in all phases of decision

taking for^the "formulation of an equitable' and.'durable monetary system. "

should be" ensured*, Negotiations on the reform of the international

monetary system should be held; .and; "decisions" taken ;."wvi.t.tiih. .IMF- and its .' ■

subsidiary "bodie,s0 Representation" of' African countries wltHIn'the" Fund,

and its subsidiary bodies "should.be- broadened" l)j giving ..them' a "greater,

number of seats and by raising "the .number "of votes allotted to each country.

188. African Governments should' support the amendments envisaging a return

at the appropriate time to a system of par values3 containing provisions

for the establishment, ox" central rates^ and empowering the' ;funcL to .authorise

individual countries ;to continue the. float thereafter in particular circum

stances. '"": ■ ' ''

189- African, countries welcomed the 'renewal of the oil facility for 19755
and recognized the useful contribution that process1had made"to'the '.

adjustment process? both for developed"and developing countries. .

■ 190;' JTeverthelesSs they feel1 that the terms governing the use "of'■: the"'
facility should be liberaliaedo Its objectives should be broadened. It

is necessary to retain the facility for a longer period than had originally

been envisaged:in view of the;massive deficit in prospect for the^developing

countries. On gold. It Is essential to ensure the gradual reduction of Its role
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in the international monetary system", arid', the strsn'gtiiening of the role
of the SDH, H.o aj^rangemen-ts with regard to gold would be acceptable "that

are not designed. to raise substantially :'the flow of financial resources

to the :developing countries5 without imposing a loss on any individual

developing country,, SDRs should "be assigned more attractive -term's.

1.91*. International liquidity should^ be .controlled "by .IMP and "by. an

international agency with effective' participation "by the developing. .

countries. ".The' creation "of' international liquidity should not serve ." .

only;.the , interests, of"a "small, number of countries" "but should-"be .placed

un<ler'.the control of the international community so as to avoid.the .crea—

,"tion,'of liquidity beyond, all control, The allocation/of SDRS should ."be..

maintained,, "but linked/to the needs and requirements of' thedeveloping-.

■ pbuntrie^o'.V The establishment ^df .a link between" allocation of .SDRs. .and ./

'development finance remains an incontestable necessity.

192* The sixth -general review of quotas in IMF should' "bo carried out

promptly; doubling, the. share of the. major oil-exporting countries and

giving the developing.countries a .fair.and.equitable share. . In the.view

of the -African■countries, and given their need.for the Fund1s facilitiess

the' increase in/.their quotas is totally, inadequate, Flexibility should-,

be provided in the means of payment "for .^quotas. ., . ; -.-.'-

193* International 'inflation seriously threatens th,e economies .of African

countries-. Measures to", safeguard :th.e;interests .of "those countries both"

from inflation and from .recession -should be -planned. .-Arrangements within

IMF should be';put' into, effect to .prevent ^the. transfer of inflation to.,

the developing "countries..... Measures should- be envisaged., to lessen .the .

effects .that existing inflation in the developed countries has on the

economy of the developing countries, 3uch measures should not affect growth

and full employment, in A£rican.countries* . . - . - . .

194" The facilities of the Fund ahould be .improved .and its resources ±n^

creased. Apart from, the .creation- of /the .enlarged medium-term, aid facility

the Fund should provide other aid and assistance* In the light of the ;

prospects for balance~of^payments deficits in 19l6} concessional financing

in foreign currency,is..a.means of adjustment valid for most African coun-

■'tries. It .is. therefore, important that. the .idea of a trust fund should,

meet with agreement from all. African countries als,o need, assistance... .

from the Fund for their accOss to capital markets and in the recycling of

petrodollars* A guarantee, system allowing such countries access to capital

markets should be considered. ■ ■ ■: . ■ ■ ■ -.■■...

195. . In. short-, the above considerations-, which are but a summary of the

facts and targets,,, make up a framework for broader action to reverse a.

trend still regarded as fatal towards a development crisis in a large

number of African countries. This framework is based on a policy of
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inte:marfc&c?fcal co-operati on 3 .-*soAoe? the problems and the dynamics of current

,ereirfcs fall wi-thin. a global contsxt, HofreartfeeCLees, it should also be

reoalled that tfre-.iujsu.it of ti-adife5aal and n^w jbooal policies should

go hand in hand with action on tha intornational level. These efforts,

concerted on the two LeiT^L^, should "foe transformed into a clea3>-cut

stratogy. This j>olicy has Income a fundarasntal necessity for the

resumption of growth in African countries.
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