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1. The Third Regular Meetlng of the Association of African Central Banks was
held in’ Lagos from 20 to 24 August 1973 at the ngerlan Instltute ‘of” Internatlonal
Affairs. - .\

PART I. ORGANIZATION OF WORK AND PARTICIPANTS

R i .. v PR S S

Openlng of the Meetlng

2+ - The meetlng was opened on Monday, 20 August 1973 at 10, a.m. by the Vlce— .

,_. T © T ~".‘, . ot e r

Governor of the Banque du Maroc.-

3. -At the opening ceremony the Governor -of- the Central Bank of ngerla welcomed
the delegatlons and guests and gave the floor to His Lxcellency Alhaji Shehu _
Shagari,* the ngerlan Federal Commissioner for Finance, who delivered the openlng
address. In his address, the Federal Commissioner praised the efforis made- so’ fat
by the Association of . African Central Banks in the areas of sub-regional co-opera-
tion and training. He stressed the need for African monetary institutions to
devise more positive ways-of_contributing. to the. economic. development of Africa.as-
a whole. He also urged the Association to identify a common African position on
“the - ¢urrent’ reform of the international monetary system and to’ study ways of ‘
minimizing the losses which Africa’ might suffer as a result of measures taken by -
the developed countries in support of their own economies. - " e

F: . The Vlce-Governor of the Bahque du Maroc délivered an address on"behalf’ of
the Chéairman of- the Assoclatlon, who was confined to his bed:as the result of a
traffic accident. He expréssed his deév: gratitude to His Excellency, General Yakubi'
Gowon, Hemd of the Federal Military Government and Commander-in-Chief of the Afmed
Forces of the Federal Republic of Nigeria, .to the Government of the Federal Republic:
of Wigeria, to the People of Nigeria and to the Central Bank of Nigeria.- -He aldo -
raid a tribute to the preparatory work dene by the United Nations Econcmic - - ’
Commission for Africa and by its Executive Secretary in particular. after wel-
coming the Governor of the Banque Centrale de Mauritanie, he made an overall
appraisal of the present world economic situation with special reference to. the:-. -
development of the monetary situation. He expressed the hope that the Third
Meeting of the Association would be able'to'give practical expression to ways and:
means by-which the African countries could concert their action and collaborate

with one another and’ that it would prov1de renewed -impetus- to efforts 1n support -
of Afrlcan solldarlty.* : - :

. : . e
5. The Vice-Chairman delivered an. .address in which he  gavé a.-run—down on -the
economic, monetary and financial ‘situation in the world at large and in Africa‘’ 1nf”
particular: He stressed the need for closer monetany co—operatlon among Africdn’:
countries and-fer strengthenlng the role -of ‘the Afrlcan Central Banks 1n this.-
connexion. - :

6. The Secretary of the meeting read out a message from Mr. R.K. A. Gardiner,
Executive Secretary of the Economic Commission for Africa to the Association of
African-Central Banks, -¢ontaining his best wishes for the success of the Associa~"--

oo - P . . . -
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tion's‘work;,assﬁring ii-of the supoo}f of: the ECAusecrefefiat} énd'expressingf
the hope that the Association's work would help to put an end to the era of
monetary colonialism in Africa.

Accession to membership of the Bangue de Mauriﬁanieiqhﬁhe Association and in its
Subregional Committee

Te At the opening meeting the Vice-Governor of the Banque du Marod “announced ™ ~
that the Banque centrale de Mauritanie had expressed its desire to. join -the Associa=-
tion and had indicated its acceptance of the Articles of Association. He drew..-
attention to these provisions in the Articles of Association which pertained to
accession to membership in the- Association and suggested that the request by the
Banque Centrale. de Mauritanie should be considered. The request was unanimously -
accepted by the Assoclation's Assembly of QGovernors and ifauritania's acce551on to,
membershlp in ‘the Association took effect 1mmed1ately. :

M - * - b N . b L - +

Blection. of the Chairman-and Vice-Chairman of the Association

8. At the ooening meeting, the Board of Goﬁernofs'unanimously elected the Go#erner
of the Central Bank of Nigeria. as Chairman and the.CGovernor of the Natlonal : Bank:
of Ethiopia as Vice-Chairman of the Associaticn. S -

9. The Governor of the Central Bank of Nigeria, the. Association's new Chairman, .
gave an address. in which he reviewed the progress.achieved in connexion with the .. .
reform of - the international monetary system, analy51n¢ the areas on which the .- o
Committee of Twenty in- general agreed. He also emphasized some of the points
which: aré of . special: concern to the developing countries. and urged them not to-
put their 31gnatures ‘to any reform which did not take tneir specific needs into;
consideration. » : L

F

Participents

10.. .The meetlng was attended by the follow1ng representatlves of Afrlcan Central
Banks and similar monetany institutions: the Banque centraie d'Algérie,: the

Banque de la Republique du Burundi, the Central Bank of Dgypt,.the Banque des EBtats.
de 1'Afrique centrale, the Banque centrale des Etats de 1'Afrique de 1'Ouest, the
National Bank of Ethiopia, the Central Bank of The Gambia, the Bank of Chana, the
Central Bank of Kenya, the Central Bank of Libya, the Banque centrale de la
République nmlgache, the Reserve Bank of Malawi, the Banque centrale du #lali, the .
Bangue du Maroc, the Banque centrale de Mauriianie, the Bank of Mauritius, the. .
Central Bank of-Nigeria, the Banque nationale du Rwanda, the Bank of Sierra Leone, .
the Somali Wational Bank, the Bank of Tanzania, the Banque centrale de Tunisie,
the Bank of Uganda, the Banque du Zeire and the Bank of Zambia.

11. In aailtlon, the Afrlcan Development Bank, the Afrlcan Instltute for Economlc
Development and Planning, the International Bank for Reconstrugtion and Development
and the International Monetary Fund were represented by observers Mr. J.H. Frimpong-

‘. L S TR L T
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Ansah, Vice~Chairman of the Deputies of The Committee of 20, and Mr. H.R. Monday,
Jr., Alternate Director of IMF, also attended the Meeting as observers.

12. A representative of the. secretariat of the Economic Commission for Africa, on
which the functions-and the® re3ponelb111tles of--The-getrétariat-ofthe -Assbciation
devolve, acted as Secretary of the Meeting. L .

' pdoptien f the Agénda’

IR

13, The assembly of governors adopted the following agenda:

1. Opening of the Meeting. ST ten Lt lrodml A e

2+t Blection of .the Chairman and Vlce—Chalrman of the Aseoclatlonm, 7
3. Adoptlon of the agenda. ' '*\: o Yo : ‘ ;.' L
4. The Assoclatlon s act*v1t1es since its Second Regular Meetlng';- s

. {a)_Chairman's report; e

SEe oL T Cea ) 4 ' AP YRR

bty (b) Sub—reglonal Commitiees ' Teports; St s

(c) Report on *the Assoclatlo 's semlnar neld at Tunis.~

T R N
ARV

s 1
5. Internauzonal flnanc1al and . monetary oroblems and related matters = >:
Implications for Afrlcan countr:e

';"(a) Con51derat10n of ‘the’ way in whlch these problems have developed,

_’; (b) nRevwev ‘of the work done, by the Group ofy Twentwaour, Afrloan -
position; . . e el . e s

(c)“ Review of the work done by the Cominittee of Twenty, Afrloan p031t10n,

(d) Review of the decisions of the OAU Assembly of Heads of State and
e Goveznment held at Addis Ababa from: 25 to 28 Mey- 1973, R

"ff(e) Resolutlon 244(XT) of the Second Meetlng of the BCA. Conferenoe of
' Mlnlsuers. Declaratlon on Trade and Developmento '

6. Problem; oFi) 1rtrarAfr1can monetary co—operatlon.. L , -

- - .
! ' . .

T _‘Work prbgramme of the Asssoc:.l.';a."r.,ton-'f

-

- a) Worl programme 1071—1973 - Pnogress achleved L }_9,--~_

¥ N LR

(). WOk programme 1973—1975 _ S '3. ' SR
8. Repor{“of the Chalrman on. transactlons by ¢he common fund of the :;h
Association.

9. Change in the‘amount~ofithe:ooh%ribﬁtioniméae:fo51he;common fund by
members of the Association.and_in_the_uses:to which this fund is put.
10, - Other buslness. o Ce e, e — . © . L

] - ' . .

':ll. " Data and venue of the next Reaular Meetlng of the Ausoc1atlon.

- . ' - v s

. 12. _ Adoption of the final reportu!.

“
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" PART Ii:' CONSIDERATTON OF AGENDA ITEMS &=~ "+ & 1 i 7r o7ty

"' TheAssociation’s’setivities sincs its Second Reglal Néeting . -

(a) Chairman's report ' AR

14. At the request of the Chairman, the retiring Chairman read out his report .on
the Association's activities since its Second Regular Meeting.' =This report was:
adopted.

(b) Sub-regional Commititees' reports

15. The Chairman pointed out that article 6, paragraph 4, of the Articles of
Association specified that "the report of any Subreglonal compitiee meeting shall
be presented to the next regular meeting of the Assembly of Governors follow1ng
the subregional committee meeting'. - _— - . f T

16. Prior to the discussion of these reports, it was proposed that the Chairman
of each eubregional committee should: invite.all the cther members of the Associa-
tion to the meetings of his Committee. This would further strengthen the ties
between the members of the Association and would better enable them to stay abreast
of -each other's problems. The pr0posal was unanlmously endorsed.

17., At the invitation of the Chairman, the Chalrmen of the Central, East, North
and West African Subreglonal Committees introduced their reports to ‘the Assembly
of Governors .of..the ‘Association (Documents E/CN:14/AMA/CA/2 and 3; E/CN.14/ANMA/EA/3
and 4; E/CN.14/AMA/NA.1; E/CN.14/AMA/WA 2 and 3). All these documents were dis-
cussed, and those who had 1ntroduced them responded to the comments made by the
‘representatlves.
18. The Chalrman noted that in paragraph 16 of 1ts report on its Thlrd Meeting
(E/CN.14/ANA/WA/3), the West African Subregional Committee indicated its wish to
have tle question of the capa01ty in which the ECA- representatlve attended sub~
regional committee meetlngs brought ‘before the meeting of the Association. After
debating this matter and hearing the views of -its Secretary, the ‘assembly of
governors decided that the ECA secretariat, which .carriesout the functions and
regponsibilities of the secretariat of the Asséciation, would continue to lend

it services to the 'Bubregional committees at their request and to participate in
their meetinges as in the past. Its representatlve would take part .in those meei-
“ings as the representative of the secretariat of the A55001at10n and would co-
operateé- with the secretariat of each meeting.. - .: : ok

'{c), Report on the Association's seminar held at Tunis
W}airrf from 20 November 1o .4 December 1972 .

19. At the Chairman's request, the Governor of the Bangue centrale de Tunisie
introduced “the report on the Association's seminar: which had been held in Tunis
from 20 November to 4 December 1972 under the sponsorshlp of his bank in conJunc-
tion with the secretariat of the Economic Commission fof -Africa. (E/CN 14/AMA/37)
Although he noted certain problems encountered during the seminar caused by such
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factors as linguistic differences and the fact that the participants belonged to
different banking systems and that too many subjects were scheduled-for discussion,
the Govermor terminated his remarks by :saying that he supported the holding of

such seminars becauseé they provided an idedl way of .strengthening the ties between
African central banks. However, there was a need for greater care in the choice

Pt =k

rience 1nthelr central bank, the level o thelr un1vers1ty tralnlng and the degree
to which the training they had received fitted in with the subjects on the pro—
gramme of the seminar.. Moreover, the subjects for study in a seminar should be
selected with great care and should relate in so far.-as possible, to the Associa- .
tion's overall programme of activities, taking the order of priority of its
objectives into .account. . Finaliy, the discussions should lead to recommendations, -
of 'a- practical nature. e ' . C

v e eeen
7 . . . ' - - v
* * - N s . _— H
14, . . . L. _ ,
. . : P . L o . [

Internationel financial and monetary problems and related matters:
Implications for African countries P :

(a); Consideration of the way in which: these problems have developed

20. The Chairman gave an overall appraisal of the way in which these problems
had developed. He pointed out that the subject under dlscu551on was of great

" importance: not only for Africa but for the world in general. He expressed the
hope :that- the. problems concerned would be discussed in, depth so that a common
African stand might emerge. He found it gratifying. that eminent figures who -
had played an active role in discussions held on these problems in various inter—
national forums.were present at the meetlng.. . . : '

ot
.

21. The Chairman drew atteation to Document E/CN. 14/AMA/4O entlxled "International
financial and monetary issues, their implications for African trade and development";
which the secretariat had submitted to the meeting. In its summary. and conclusions,
the. document drew attention to the most pertinent aspecis of the flow of resourcees,
the terms of financial: flows and problems .of debt servicing, the efficiency of, aid
and ithe international monetary situation. The document also suggested certain.re-;
commendations which might be made in connexion with these issues. The assembly
of governors was.called upon to give special attention in their debates to the
problems outlined in the document.. . e e - Lo

(b) Rev;ew of the work done by: the Group of Twentv—four, Afrlcan posltlon

- .!

22.- The Chalrman then called on-the representatlve of the Banque centrale L
d'Algérie; .who represented Africa - the . group of Tweniy~four, 1o, make the review
concerned, .The representative of the Banque. centrale d'Algérie,- sald he did not,
with to speak exhaustively on the matter bui.would prefer-to present a. few of , hls
ideas by way of an introduction to the discussion. He reminded the members of
the Group which had.been established at the Lima meeting and. of its short- and
long-term objectives aimed at safeguarding.the interests of the developing coun- ..
tries. He gave a brief summary of the meetings which had been held. . The. Group
had undertaken some advance action. From the beginning it had sought to widen
the discussions on the reform of the international monetary system. PFirst of all
it had criticised the facilities granted to the developing countries by IMF and




E/CN. 14/603
T/CN.14/4MA/45
Page 6

-the harsh terms.under=which-they1were granted. It had drawn attention to the
need to.alter the quota system and had argued in favour of creating a "link"
between the issue of SDRs and additional direct development financing.

23. The representative of the Banque centridle d'Algérie reviewed the activities -
of -the Group in discussing the reform of the international monetary sysiem, saying
that a consensus had been reached on two :iswues: first, that trade and monetary.
problems were iiterrelated and therefore needed to be resolved simultaneously

and second, that while the .developing countries would agree to -take part in the
discussions on the reform, they would not concede to any part of a reform which. .:
- did not include development financing., On the ‘other hand, agreement had not.as
yet been reached on problems posed by .the adjustment process convertibility,
deciding on the value of the ruméraire and related issues. The reasons for that
were diverging interests and the fact that the Group met only rarely. Finally the
speaker pointed out that the action taken by the African members within the Group
was not always concerted and that they did not often take the .time to get together_
for discussions. The other country groups were more: solldly un1ted. S

(c) Review of the work done by the.Commitiee of Twenty; African position

24. TFirst of all the Chairman gave the flcor to the Vice-Chairman of the Assccia~
tion, who was a member of the Committee of Twenty. The Vice-Chairman presented

a broad outline of the work.of the Committee, pointing out. that the gap.between
the various positions was narrowing and that the results of the most recent meet- -
ing had, on the whole been encouraging.

25. 1In that connexion the Chairman invited first the Governor of the Bank of
Tanzania, who is a deputy member of the Committee of Twenty, and then Mr. J.H.
Frimpong—Ansah,. Vice-Chairman of the Deputees of the.Committee to take the floor.

26. The Governor of the Bank of: Tanzania reviewed the progress made by the
Committee of Twenty. ' The text of his statement may be found in annex I. Mr. J.H..
Frimpong-Ansah also- spoke on: the progress made by the Committee in. 1ts work..-His:-
statement comprlses annex A1 to- thls report. e

27. These statements: gave rise to-a comprehensive debate following which the
Assembly of Gove:nors set up a drafting committee. with the Governor of the Bank:
of Tanzania as its Chairman and the Governor of the Somali National Bank, the
Vice-Grovernor of! the Banque du Maroc, the Vice-Governor of the Central Bank of
Nigeria and the Director of the Banque des Ftats de 1’ Afrlque Centrale as its
members. ' lir. J.H. Frimpong-Ansah would participate.in the-committee's work .in an
advisory capacity.’ The committee's task .would be to prepare a statement refleciing
the position’of: the. Agsociation of Africgan Central Banks! on the principles. govern~
ing the reform of the international monetary system. : :

shTast

28, The work of the draftnng rommlttee was discussed by the Assembly of Governors
and this d1qouss1nn resitlted in the adoption of the follow1ng statement° -
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Statement.on the principles of the reform of. the 1nternat10na1 monetary system ~
The Association of Afrlcan Central Banks' stand ) _‘,_ Sl Frede e

29. The Assembry of Governorc of the A55001at10n of Afrloan Centrar Banke at thelr
Third. . Pegular,Meeflng Ain Laﬁoe, Nigeria- (20 - 24 Auguet 1973) “ev1ew°d in detall

.....

made to reform 11‘.u The Asscmoly of Governors note with sa1lefact10n the creatlon,
of the Committee of Twenty which goes sone way to meeting *ie need expressed by
them at their Second Regular Meeting in 1971 that the reform of the 1nternatlonal
monetary system should be the responelblllty of all oountrles - developed and -
developlng, r1ch :nd $ODT, - S -

<. ! L.

30." The Aaeocjatlon agreeethni there is need for 2 one world monetany order based
on co—operation pnd consultation within the framework of a efrnngthened Internaticnal
Monetaxy Fund. The aim of international monetary co-operaiion must continue as
laid dowh in Article I-of ithe Fund,. as the encouragement- of the growth of world
trade, full ecinploymeny and .economic .development. The .Agsociation has also
recognized that.-the nmew system should :be so dev1sed as to support national efforts
throughout the worid +o promcte noneuarv stabl]lty and . counteract inflation and .
its ad» rse effecw N . .“ﬁ._ . . .

31, W1th respﬂct to the main issues of the reformed uystem unde diecussipnf the ..
Assembly Governors unanrmously agrese as follows:

— i . B - .

Ad;ustment Proceer o Y
32. A beuuer worklng of bhe adJustment process is v1tal for the stablllty of the
1ntcrnat10na1‘monetary eysuem.~ e T . B - e

] v

33 To thau énd they emphasize: © . ;31_ S S Ll SRNEIRY.

.. A S * - - -

(a) That.-care -should be taken to ‘enzure that the Internatlonal Monetary Fund
is strengthencd and can sffectively snforce the agreed rules on all countries — - .
developed and developing, those in deficit, and those in surplue,

(v) That account must be taken of the special c1roumstances of the’ develop—
ing countrles 1n a,seeslng the need - for adaustment Lt Cou
- BN . i f -t o . Lo T e e e
! .
- 3=(c) That deCISlonE ‘on the- enforcement of pressures. requlre-lnternatlonal
consultations within set guidelines and that.these decisions-be taken only at the

1evel of Goverﬂors of the lnternatlonal Monetary Fund

."_‘- < er

(a) That Tko flow of resources to develoP1ng oountrles ehould not be 1mpeded
by any adjusiment decisions adopted by developed comntrize and that such decisions
should not “he deprlmanta] 10 ‘trade" and oiher rurrent accounts transactions of the
developing countrizs; - e : e P - =

(¢} :That major %rading currency.countries come under rigorous surveillance
with respect:to:their exterdal and domesiic economic. pollcles. -

34. The 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
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temporary adoption of floating rates must be determined and approved by the Inter- |

national lionetary Fund. Parity changes should not: be used to shift the burden of
adjustment to other countries, especially the developing countries.

35. Because of itis adverse effects on their economies, the Association of African
Central Banks consider that the problem of price inflation in the developed econo-
mies must be rigorously controlled in the reformed system.

Convertibility

36. The Association of African Central Banks consider that there should be an.
early return to convertibility. The Governors affirm that there should be a full
asset settlement system; which should be under the surveillance of the Inter-
natlonal Monetarj Fund. e . : ' :

37. The Association-of African Ceniral Banks consider that the swap facilities
operafed between developed countries would be detrimental to the long-run stability
of the reformed system. They are, in particular, likely to delay the need fon

ad justment. - The impact of these arrangements on the international monetary: system,
and particularly the agrced need for internationally managed changes in world
liquidity, should be studied with a view to bringing them under 1nternat10nal
surveillance. -

38. The Association of African Central Banks consider that the multi-currency
intervention system will work adversely against the recognized need to bring move~
ments 1n world 11qu1d1ty under the control of the 1nternat10nal community.

39. The over-hang of reserve currency balances continues to be a major source of
international monetary instability. A solution must be found to this problem of

excess currency holdings. Careful consideration should be given to the appropriate-

ness of consolidating them, either bilaterally or multilaterally, in such a way
that the consolidation: system adopted would not endanger the viability of the
reformed system. .

Prlmary Reserve Agsets

40. The A55001at on of Afrlcan Central Banks welcomes the consensus that the
gspecial drawing rights should be the principal and main reserve asset of the re-
formed system. -With respect to the valuation of, and interest rate on, the special
dravwing rights, the Association believes firmly that the value of the special
drawing rights should be based on those of the average of a representatlve basket _
of currencies, and that it should attract interest rates that are averages of that
basket of currencies. - : :

Al - The Assembly of Governors welcomed the consensus that gold should play-a -.;.
diminishing role in the international monetary system. They are of the wview .that:

(a) HMonetary authorities should gradually surrender their gold stocks to a
substitution account in the Fund, in .exchange for Speclal drawing rights at an
agreed prlce,

H
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(b) TheyFund should regulate thergold market and

A(c)‘ The Fains made by the" Fund 1n:thls operatlon be’ at the dlsposal of the
international community.

- A - H
[ b 1t

DeVel_pment Asslstance and Trade”‘l‘;' _;“i;_1_1.A

Lot

42. The Assoclatlon mﬁes that the technlcal arguments agalnst a link between the
allocation of special drawing rights and development finance have been disposed of.

' They reafflrm that the 11nk must -be. an 1ntegral part of the reformed system and

articles of the Find whlch did not provxde for thise ) -‘ o -

Ly -

. 43. - They .consider that allocatlons of llnk—BpBClal drawing rlghts should be made
"‘dlrect to member countrles and we1ghted 1n favour of. the least developed of the
developlng countrles. g P:,:I T e bt ek

(11) That they are- useddlnmﬁunh e:_ : :
ary pressures on any cne of the developed countrles.

_-,‘—A, -

PO .-
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45. on trade, the Aseoclatlon cons1dersthat the reformed?system muet 1nclude a
~mechanism to ‘énsure’ stablllty 1n‘the prlces of prlmary commodltles and other f
products cf develcplng countrles. L8 AL Lo

Reserve Management LE

46. The AsSoc1atlon con51dersthe¢ new pollcles on’ reserve balances must take into
account the follow1ng, whlch glve speelal con51derat10n tc the 1nterests of the
developlng countrles“ -f o : Lo C

; .,,-_.. ! . - Fa
- PR

U [ e N .

:.,;:._ --v. : I “.n .
(b) The need to have balances in flnanclal centres where develcplng countr1es
borrow,,r -

(c) The fact that deve.“[Tfl;“f
serv1ce thelr debts,

f-‘ (d) The need ‘t$ ensure’ that the balances of develop1ng ¢ountries which
depend on depletable natural resources, ‘should have- special con51derat10n.,

AR R J..._:.

Structure of. the Fund

. . e e - e N [ T T :
.- vt 4 - ,»,4‘ [ -“._.

47. _(a) The Assoclatlon eupportsthe strengthenlng of the Executlve Board ‘of the
Fund to “ensure that it has political “stature and strength to’ perform its. functions
in the new reformed system;

(b) Regarding Fund membership, the Association endorses the view that there
is reed for a monetary order that encompasses the whole world on the basis of co-
operation and consultation witnin the International Monetary Fund;
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47. Structure of the Fund

(a) The Association supports the strengthening of- the Executive Board of the
Fund to ensure that it has polltlcal stature and strength to perform 1ts functions
in the new reformed system; -

(b) Regarding Fund membership, the Association endorses the view that there
is need for a monetary order that encompasses the whole world on the basis of.co-
operation and consultation within the International Monetary Fund;

(o) Revardlng quotas, the Association considers that the quota structure and

‘ voflng system of the Fund, whlch were designed in 1944, no longer reflects the

present day realities of the 1nternat10nal monetary community, and thus needs
fundamental review.

48. After’ adaptlng the precedlng text of the statement on the Association ‘'stand

with regard to the principles governing the reform of the international monetary

system, the Assembly of Governors asked its Chairman to send a copy of it to the
Chairman of the Committee of Twenty with a covering letter and another copy to the
Chairman of the Deputies with a copy of the covering letter.

(d) Tleview of the decisions' of the QAU Assembly of Heads of State and
Government held at Addis Ababa from 25 to 28 May 1973

49. The text of the African Declaration on Co—dpératlon Development"ahd'Ecohémic

. Independence containing recommendations which the Assembly had adopted on %trade,

development and monetary problems had been submitted fo the Assembly of Governcrs.
In addition, the secretariat had prepared a document reproducing certain passages
of this text which related to the Association of African Central Banks or were
connected with its activities.

50. . The Assembly of Governors decided to set up a study group comprising at least
two representatives of each of its sulregional committees. Its terms of reference
were confined to a consideration of the best ways to implement those recommenda—
tions adopted by the Assembly of Heads of State and Government which concerned the
Association.. The Group was instructed to complete its work within 12 months.

' The secretariat was to convene the group,'whlch would elect its Chairman when it

. mete

(e) Resolution 244 (XI) of the Second Meeting of the ECA Conference of
.+ Ministers: :Declaratiom on Trade and Development

5l. The Assembly of Governors took note of this resolution with particular Te~
ference -to .those parts which related to development financing, .development aid,
economic -co-operaticn among developing countrles and the 1nterna*1onal monetaxry
situation.

— o = e o

52. As for financial problexs, the Assembly of Governors noted the ﬁdnéfﬁsions

- with regard to the flow of rcscurces, .the terms of financial flows, the problems

of debt .servicing and the efflclency of aid which are contained in Document
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E/CN. 14/AHA/40, entitled "Internat1onal flnanolal and monetary 1ssuee, thelr ime
pllcatlons for Afrlcan trade and development", prepared by the secretarlat. rer

53. The Chalrman announced that the Elghth ECA/OAU J01nt Meetlng on Trade and .
Development, whlch had taken place recently in Geneva, had asked its seoretarlat
to submit.to the thlrd.meetlng of the’ Aes001atlon the texts of the declaratlon
and resolutlons endorsed by the developlng countrles members of . the Group of 77

of "the’ Commlttee on Inv151bles ‘and. F1nance related 7 trade., These texts had been
made available | to the representatlves.; They 1ncluded a, draft resolutlon on 1nter—
national monetary issues (TD/B/C/93), a draft resolutlon on.measures 1o counter—
act the effects of the 1nternat10nal CrlSlB during the transition period
(TD/B/C.3/L.97), ,a.draft resolution o the. objectives, or financial co-operation
_(1d/B/c.3/L. 96/Rev 1), a joing declaratlon on.international monetary issues ..
(TD/B/C.3/1..102), and another joint declaration on. transitional policies pending.’
the~ reform ‘of " the 1nternat10nal monetany eystem (TD/B/C 3/L 103) These texts
have been réproduced in annex III. I -

- Problems of Intra-pfrican Monetary Co-operation R T T T R DV T Y SR

1<

La ey -

_54. The Chairman called attentlon $0 “thé relevance of these probleme and called

on the Vice—Chairman to make a statement concerning them,’ together with some
suggesbions as to how they might be solved. e 4

' .
LA T ty s

.

55+« The Vice-Chairman stressed the need for closer co-operation and stronger
solidarity among the African-countries where monetary issues were concerned,

rp01nt1ng out that actlon taken by them 1n that connextion should, as-a general,

rule, be taken w1th1n the Assoclatlon. He emphaslaed the 1mportance of such .

Yaction in promotlng trade end said that African countries should g0 beyond merely

opening reciprocal accounts to the establishment of nmultinational payments arrange-
ments. The measures they enacted should be such as_to facilitate free trade and
transactions, to promote stable trade and employment'at*a high~1evel and to "help

to make African countries gradually independent of forelgn currencies and aid. - .
Flnally, they should lead to total monetary 1ntegrat10n, to the establlshment of

a’ common currency or of convertlblllty and, to .a stable exchange rate. for all

Afr:can curren01es. Co . S e |

N B4

[ -

56. ‘In short the Vace-Chalrman suggested that the foundatlons of an Afrlcan N
monetary order should be gradually laid. " It would be necessary to proceed step
by step, by ©opening reciprocal, accounts, by, establishing Suheglonal payments

" arrangements, by ‘mutual asdistance in dep051ts, and flnally establlehlng an .,

African nmnetary zone with an African’ monetary co-operatlon und. This fund gkould
eventually beéome thée African monetary’ fimd, which' would aet as a full- fledoed

African Central Bank and might welloissue-an African currency-

57.. The Assembly of Governors considered the principles governing intra-African
monetary co-operatlon and various aSpeots of such co—operatlon. At -the Chairman' s
request, a repreeentatlve of each subreglonal commlttee descrlbed the situation
with respect to 1ntraeAfr10an co-0peratlon w1th1n the countrles members of his ..
commlttee.

' . . - i L . ' i .
o . R B T U Y L ¥ T

- : s

;58 In East Afrlca, there had been a hlgh degree of monetary co-operatlon among
‘Kenya, Tahzania and Uganda, the three countries of the East African Community.
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The system had been based on the fact that the currencies of the three countries
had been of* equal parity, so that it had been possible to promote trade by opening
reciprocal’ accounts under which credit had been granted and compensation had -
been possible after the ceilings had been reached. None of the three countries
had been able to adjust the parity of its currency without consulting its partmers.
Decisions by any one of them had had-io -take the interests of the other two into
consideration, and such co-operation had promoted the developmeni of common ser-’
vices. Efforts had been made to include EthloplacﬂuiSomalla in the system. The
original system was now no longer in force, and exchange controls were being
applied. In point of fact, it was difficult to talk about monetary harmonlzatlon
when development programmes differed: so radically. - ’

59. The representative of the West African Subregional Committee drew attention
to the existence of bilateral agreements which permitted limited official transac-
tions with monthly benefits. Such agreements were in force between, inter alia,
Nigeria and Chana, Nigeria and Sierra Leone, nger and ngerla,Dahomey and Ghana
and Upper Volta and Ghana.

€0. The situation in North Africa was more or less the same-as that in West Africa.
Central banks had reciprocal accounts for speclflc trade flows, and bllateral pay-

ments agreements existed.
§

HWork Programme of the Association

(a) Mork programme 1971-1973 — Progress achieved

61. The Chairman drew attention to Document E/CN.14/AMA/41 prepared by the secretar-
iat, which contained a report on the progress made in carrying out the 1971-1973
work programme.

{(b) Uork-programme 1973-1975

62, The secretariat had prepared a work programme for the Association for the
period 1973-1975 (E/CN.14/4MA/42) and had submitted it to the Association for its
consideration. 1In the draft work programme, it was suggested that the necessary
research and studies should be conducted by the secretariat, the aubregional
committee, African experts recruited for that purpose and p0551b1y by certain
member banks- app01nted by the Chalrman of the Assoc1atlon. :

63. It was noted that where research was'concerned, "the draft programme was rather
1heavy The Governors accepted the draft with the provision that priority should,

be given to that part of it which related to- the impact of the world's monetary '
and trade problems on ‘the economy ., of African countries. .

64, In reply to some questions put t6 him, the representatlvé of ‘the secretariat
said that UNDP had granted certain facilities to ECA whic¢h made it possible for °
ECA to recruit experts on a temporary basis to study monetary and trade problems
and their impact and to deal with infra-aAfrican monetary co-operation. In taking
note of the foregoing information, the Assembly of Governors expressed the view -
that ECA could have its own experts to implement its own work programme, but when
experts were récruited either by ECA or another organization for the purposes of the
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Assoclatlon, the: Assoc1at10n would have_ta.s€t up.a’ worklng group of - experts sl
appolnted £ among the menbers cf “its Dxecutive..Committee to.give 1nstruct10ns N
to the experts recrulted and, to review the work performed bv. thewq- RS
.'[' i .o . N ] N F o _" T P FamTT L ! LI ,\ ‘T‘.".-

65. Where training was eoncerned the Assembly of Governoru con51dered the. pos—J
s ibility o holding a seminar in 1074a It etpressed itself as being in favour of
the continuation] of blllngual training.courses.at the-regional level. The Chair~
rian’ asLed whether any member bank would Like to. invite. the -Association to hold -its
1974 ‘seminar in its country. As ¢ .invitation ‘was issued; the -Assembly -of
Governors ‘decided to give the member banks some time Yo -think about the matter. .
That -bank which d2cided to invite th= Association 1o hold- 1ws,.974 seminar in its
country would so inform tHe secreiariat -and would work togetber with it in organiz—
ing the event. If no invitation were forthcoming, the secretariat would be asked
to'organigZe the seminar at ECA headquarterso The secretariat would choose the .-~
t0p1ce to be etudled, ) - T L s T T

3 .

66 The Assembly of Governors dlscusﬂed the proposal made to the Assoclatlon by .
the International Board of Co-operation Yoy Developing Countries with regard to
the' organlzatlon of a.conference_on. the_role of. Afrﬂcan Cem‘.ra‘I Banks 1n the e

development of Africa znd in promoting investments in-Africa.’ T

6T~ It was: the feellﬂg of* the Assembly- of ‘Governors 'that-the Association- of - 5;
African Centrali:Banks should =ccept:-only offers from +those. public international :
organizations whose membership included'the majority of. countries members o;‘ﬂNEOAU-
Consequently, it was agreed that the Association of African Central Banks should.
thank the International Board for 1u5 offer and express its. regrete 10 the ‘Board
for being unable to accept the invitatiion as a body. However, it should be under—
stood that this decision shonldnot kesp individual African central banks members:

of the Association from accepting the invitation on their own behalf. The invita-
tion might be ‘sent to' individual ‘governments.or centrali banks members of the
A89001at10n of ‘African.central Bunre, whlbu could. then decide for themselvee-_~ri

A -
\_"
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68‘"‘Where tnchnlcal assistancs vas. doncerned, it was suggested that the secretarc
iate should continue to kesp in touch with the members of: the: Association concern—
ing their ability to make the services of experts on their staff available to
other members of.the Assoe*atlon.-._:.. - e ”-f : -.'J__“J“.-_., .
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690- Tt was agreed tha+ that part of- the work programme whlch ‘related-to current
international mon°+zry proYvlems had already réceived-a great deal of attentlon -
-by ‘the Comm:tt°e and that it should be fetained. . . * ¥ - L. .

. o .r-.'A - T P N
e ,r .t S - . D

Report of the Chairman on transartlons .by the common fund of the A55001at10n

T0.. The Chalrman 11v1+ed the orevxous Chairman to introduce the 1eport he had

_prepared in pursuarce of paragraph 5(f) of Document E/CN.14/4Ma/34 adopted at the :

decond regular megiing, in which it was' spe01f1ed that the Chairman was to present
@ stateuent of accountcﬁ‘and +ran°act10ns by the ccmmon fund at meetlngs of the i
A33001at10n,' ; * .
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71. The Vice-Covernor of:the Banque du Maroc informed the governors’that a total.:
of US.§48,000 had been received .in-contributions over the two-year perlod, U8.425,
000 in 1972 and US.$23,000 in 1973. The expenditures which the Association had
either made or committed itself to during the pericd amounted to US. ¢24 728,38

leaving a balance of US.$23,271. 38.

72. The Assembly of Governors raised the question of the need to provide for .

checking and auditing the accounts of the common fund of the Association in future
and a few suggestions were made in that connexion. It was agreed that the external
auditors of external accounts of the Central Bank to which the Chairman.-in office -
belonged would be responsible for auditing the accounts of the Association and :for

‘submitting a report in this connexion to the Association's meetings.

73. In addition, the Assembly of Governors asked its secretary to take the neces-
sary steps to ensure that provisions pertaining to the establishment of the common
fund of the Association and to the auditing of the fund's accounts were incorporated
in the Artlcles of Assoc1atlon. ‘

Change in the amount of the contribution made to the common fund by members of the
Association and in the uses to which it is put .

74. The Chairman introduced the document prepared by the secretariat in connexion
with the item under consideration (E/CN.14/4MA/43), but the Assembly of Governors
‘felt that the present contributions were adequate. It decided to postpone the
matter until later when it could be considered in the llght of the expansion of
the act1v1t1es of the Association.

Other bu51ness : R o . N

75. Some representatlves suggested that Arabic and some .of the other African
languages -should become working languages of the Association. The Assembly of
Qovernors recommended that the Asscciation should follow the example set by Organiza-
tion of African Unity in this connextion in that representatives wishing to have

the meetings conducted in additional working langua ges should be asked to defray

the expenses so incurred.

76. Some representatives wished to set in motion the mechivery for amending the

.articles of association so as to permit the Assembly of Governors 1o elect a second

Vice-Chairman. The Assembly considered the advisability of doing so and discussed
the functions which might be assigned to a second Vice~Chairman. It was pointed
out that proposals to amend the articles of association could not be agreed upon on
the spur of the moment. It was agreed that those wishing to amend the articles of
association would notify the members of their proposals as prescribed in the
articles themselves. T

77« Some delegates proposed that the Assembly of Governors should meet once a year
instead. of once every two years. ‘It was p01nted out ithat when the Governors attended
various mectlngs, they could seize the opportunlty to get together to discuss their |
problems. The propesal was therefore not considered in detall, on the understandlng

that the Governors would take it up when they were in Nairobi for the annual meeting ;
of the International Monetary Fund.

Date and venue of the next regular meeting of the Association

78, The Governor of the Banque du Zaire invited the Association to hold its next
regular meeting in Kinshasa.

R
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T9. The Assembly of Governors accepted the invitation and thanked the Governor
of the Banque du Zaire for extending it. The precise date of the meeting would be
decided on by mutual agreement between the secretariat and the host bank.

Motions of gratitude

80. The following motions of gratitude were proposed and unanimously adopted:

(a) The Association of African Central Banks, ilindful of the interest shown
in its work and of the warm welcome accorded to it by His Excellency General Yalubu
Gowon, Head of the Federal Military Government and Commander-in-Chief of the Armed
Forces of the Pederal Republic of Nigeria, and by the Government of the Federal
Republic of Nigeria and Dr. C.N. Isong, Governor of the Central Bank of Nigeria,

Expresses its most sincere gratitude to His Excellency General Yakubu Gowan,
his Government and the Central Bank of Nigeria.

(b) The Association of African Central Banks, Grateful for the invaluable
contribution made to the success of the Third Regular meeting of the Association
by Mr. R.K.A. Gardiner, Executive Secretary of the Iconomic Commission for Africa;

Expresses its profound gratitude and warm thanks to the Executive Secretary
of the Economic Commission for Africa; and

Congratulates the Chairman and Vice~Chairman of the Association and their
colleagues on the successful way in which the work of the meeting was conducted.

Adoption of the report and closure of the Meeting

81. This report was adopted by the Assembly of Governors on 24 August 1973.

82. The Chairman pronounced the meeting closed.
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Annex I: PROGRESS IN THE COMMITTEE OF TWENTY

' Report by Governor PE.I.M. NTEI, Bank of Tangania

It is difficult to summarize the work that has been done so far by the
Committee of Twenty on International Monetary Reform. Other than’ the 1naugural
meetlngs which took place in September 1972 in Washington ‘when the Commlttee it-
self “and the Deputies of the Committee agreed on the procedures they would follow
and on the programmes on their work, there have been two meetings of the Ministers
ial Committee and five meetings of the Deputies. The Deputies are due to meet
again in Paris in the first week of next month and it is expected_that the Commitiee
will ‘hold its third meetlng of ‘the 23rd September in Nairobi. ' The Deputies have
also had to establish three technical working parties in which many of them person—
ally participated. The technical worklng parties speolflcally dealt with: '

1. The use of indicators in the asjuetment process.
2. Disequilibrating capital flows and how to control and influence them,
3. Development finance and the SDR 1link.

It is expected that at the annual Fund Board of Governors' meeting in Nairobi,
the Committee will be able to present a draft outline of the reform of the inter-
national monetary system. The draft outline will indicate areas where the. -
Committee has reached broad agreement on the basis of approach, as well as those
areas in which there are differences of opinion or approach. It is hoped that
where the Committee has not fully resolved the issues, the various alternative
approaches being deliberated will be indicated in the outline, and where possible
the arguments for and against will also be spelt out. The publication of the draft
outline in Nairobi will enable debate to take place in the full Board of Governors

and “it is expected that after Nairobi, the ‘Committee will be in a better situation
to give guidance to the Deputies to proceed to resolve any outstanding issues "and
to undertake detailed ‘drafting. My personal assessment is that firm proposals for -
the new system will only emerge for formel consideration and approval by the
Board and subsequent submission to member countries about the latter half of 1974,

The Committee of Twenty is agreed that there is need for a world monetary
order based on co—operation and consultation within the framework of the Inter-
national Monetary Fund and that this institution should be strengthened. The .
aim of international monetary co-operation must continue, as laid down in Artlcle 1
of the Fund, as the encouragement of the growth of world. tradé, full employment
and economic development. The Committee has also recognized ‘that the new system
should be so devised so as to support.national efforts throughout the world to
counteract 1nf1at10n and 1ts adverse effects,

A. On specific 'issues, the Committee is agreed on the need for a better worklng
of* the adjustment process. To this end there should be improved international
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consultations, including the use of objective indicators. It is expected that
effective adjustment will be possible under the principle of symetric obligations -
whereby both deficit and surplus couniries will be expected to take action.
However, whilst the majority of Committee members would favour that international
consultation should be promoted by composite indicators ahd general assessment, a
few members argue for the use of reserves of external assets as the indicator.

Following international consultation it is expected that members will take
ad justment action. .. However, those who fail or do not take adequate action will be.
subject to. graduated pressures. No firm ‘agreement has been reached on the form
of pressures to be applied or the procedures ito be followed. TI% is expected that -
when the role of the reformed International Monetary Fund is cleared, it will
also be ea31er to determlne the procedures. : .

It is expected that thOSe countries whose economies either 1nd1v1dually or’
collectively have. s1gn1flcant impact .on the rest of the world will be .more closely
examined in the 1nternat10nal consultatlon forum. Such examination will take.
place in the revamped Fund Executive Board probably on a quarterly basis, ‘whilst
smaller economies will continue to be examined by the Fund on an annual basis.
Although discussion on pressures to be applied on defaulters is not yet very -
advanced, it is expected-that these would take the form of:

a. Denial of or restriction on the use of Fund resources;
b Publication of a Fund report on the defaulting country's economy;

Ce Trade dlscrlmlnatlon by other members and current account restr1ctlons
agalnst the defaultlng member, and as a last resort, :

Sy

d. Suspen51on from Fund membershlp.

The Commlttee 1s agreed that measuree to brlng abcut adgustment may 1nclude '
both exchange rate and domestic pollCleS. The choice of measures, it is expected,
should be left with individual governments dependlng on political and other cir-
cumstances. It is also expected that small and timely adgustments in the exchange
rate will fa0111tate general stablllty of the monetary system.; Thusg the prlnc;ple
of a fixed but adjustable exchange rate system has been reaifirmed. I should
note however that in the light of recent experience, the Committee recognizes that -
floating exchange rates could prov1de a useful technigque in partlcular situations.
Under such circumstances, Fund surveillance and approval .for floating will be

expected., rf; . ’ : . . E'z::..h-

______ The Commlttee 1s agreed that there should be a better management of global
llgEldltV.u In this gonnexion, . the role of reserve currencies and .gold should be
reduced . and . the SDR shculd be the numéraire as well as the pr1n01pal reserve asset
of the. reformed system.: It is also ‘expected that there is need to move towards

a system of general ‘convertibility as soon as p0551b1e.: To .this extent it is
agreed that a solution must be found to the current excessive holdings of reserve
currencies.in the system.. After dealing with the excessive balances (the dollar

overhang) it _is expected..that all countries, 1nc1ud1n reserve, currency countrles,

[
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_ Although details’hdve not yet been worked out, it is

~ holdings of SDRs to the Bettlement sccount. - - i ... . T

-~ turrency cOuntrieS.piefer an arrangemgqi;which will minimize the expenses of
"+ -servicing these external -debts: LT Ty TR .

'The' rate of interest o6f the SDR could also be. related to the average rate applic-
" able-to selected currencies. The uses into which ;the SDR may be put,” including

‘capital movements can have disruptive gqngequencgs.ﬁﬁ)fhelmonéfary system and:that

‘triess In view of their special structural.problems, developing countries will

" exempt. less developed countries or.the products of such, countries.
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will settle .théir 6bligations by éxternal assets either-borrowed or acquired. .. : ;
i-expected that. a gubstiﬁgﬁion i
or setftlement acoount will be:established:in the Fund which will sell SDRs in '’ :

exchange for foreign currencies acquiréd by members in excess of working balancés.

Similarly, members-in ‘need of foreign currencies.afferwards will offer their .~

The question of- the overhang is.still unsettled . since some mémbergiofﬂihé"
Committée: consider that it can’be tackled bilaterally between the .issuing country
and the holder of . the-excess foreign- currency .through: funding. Naturally holders
of excessive foreign: currencies; although apprgciating_the.negﬁfto consolidate,

- e e

are keen to ensure that whatever consolidation orn fund;ngfarrangemept is agreed
will enable them to remobhilize the assets in case of need. Similarly, the reserve

with regard to the role of.-the SDR, it is. expected that its. capital.value '
and its rate of interest will influence:its general‘aCOQDtabili%y.vis—aévigﬁgqld
for foreign exchange. _Proposals. regarding: the. capital value being related: to -
the average value of a number of selected currencies are. being further studied..

afﬁdbﬁiblg'1ihk‘with‘development.finance;féhquld{hpweygr;inflhenggithe attitude’
embers adopt to its capital-value and interest rate.. . R -

Théfquésfipﬁfofﬂgbid aqdfhéw'ifJ#éﬁ‘béfpbasédlﬁut?hés?é numbef-of.ehotifq
connotations. - The majority of‘members:hgﬁgyér'are'ggréed'bn the  phasing out” -
although no precise formula has been agreed. =~ . . .~ ' S
Ce Very much connected with the question of'éldbéi 1i&uidify énd reserﬁe manhage—
ment is ‘that of capital flows,- It is agreed within.the -Committee tha%.short—term

member Governments should .continue-to have powers td control and influerice“them.
In fact in-the adjustment ‘process, recourse.to_capital controls should be -approved
by the Fund. There is.a measure;Qf agreement that long-term capital flows'have
beneficial effects and . that in an& case_gon%pols introducéd by developed countries
should be against other developed countries rather than against developing coun-

be able to maintain capital controls against any country.. And while I am on the
subject of controls I should say that' the consensus.in the Committee is that-
trade and-currentfaccount'controls.for~purposesfof.achieviﬁg'baléhce-of-payﬁehts
equilibrium xill be treated as actions of last resort Yy the Fund.. As in respect
of capital controls, the Committee appreciates that less developed countries may
have to resort 1o trade and current account -controls more .often. It is also
accepteéd that measures for such controls exercised by develdped countries should

_As I mentioned eaflief-fhef;.has Been'aigpggifip_%é¢hnicgi wofk%ng_party of
deputies on capital flows. Besides coming up with the recommendations I have
mentioned, it examined the nature and operations of the Eurocurrency markets and
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their impact on intérnational monetary stability.. The.Deputies accepted that the
Eurocapital markét is a usefill sourcée of development funds for both developed,
and developing countries. They recognized that a large proportion of the funds is
* poncfficial but that recently official foreign exchange holders have made sub-
stantial placements in the Eurocurrency market. There is no unanimity regarding.
how to control and/or influence the market in future.  Those governments -concerned
about excessive flows of dollars into their banks are keen to-see official monetary’
authorities restricted in the use of the Eurocurrency market. Others, especially
developing countries, have maintained thatnot only is the interest rate in the
market attractive and the disruptive ~impact of market of little significance,
but recourse to the Furocapital market is dependent on placement of funds by

official holders in the Eurocurrency market. ;

D. The question of the Link between the issue and allocation of SDRs and develop-
ment finance is still not fully resolved. The less developed countries' representa—
tives on the Committee have presented a joint approach to the question emphatically
preferring the "B" Link Seheme. -Besides, the less developed countries have also
presented a joint statement preferring that within the group of the less developed
countries the least developed countries -should have preference in allocation of
_Link resources, 1t appears that'a few developed countries have still a number -

of reservations on the concept of the link, but these are’ based mainly on political
grounds. Their position is that. mixing development assistance wiih monetary reform

~_ .--may not do justice to either dévelopment assistance or:monetary reform. Fembers

rom the less develcped countries.have however put forward a strong economic and

moral case for the link and I believe they have convinced a majority of the devel-
oped countries that technically.a scheme can be worked which need not prejudice the
future of ths SDR.. The Committee however has unanimously acknowledged that the
occasion of the reform of the international monetary system shonld previde for -
arrangements to promote the flow of real resources from developed to developing

~ countries for economic development. ‘ '

E.  As I have already indicatéd,there was an air.of optimism at the last.
Committee meeting in Washington and it is expected that a draft ontline of reform
will be produced in Nairobi. There is however no doubt.:that there are a lot of
points of principle and of detail still t6 be negotiated. The structure -of ‘the
reformed International Monetary Fund for example, has 51111 'to be discussed.
Besides, the final set of proposals have to be seen and ‘examined where there

may have to be real negotiations so that it will be knowm what a -group of coun~
tries is sacrificing or what it is gaining in return. However the senss optimism
and achievement was felt by a majority of the participants becausé of the recogni-
tion by all that we muét have a reform. The current: situation of uvncertainty. .
benefits no one. In this atmosphere there is an acceptance’ that-all have o -
.adopt an attitude of give and take. s SR L ’

. Finally I should mentione = that the ~ Committee has accepted that-the
firelated issues" of trade and development have to be tackled simultaneously if
there is to be meaningful and effective international monetary reform. Approaches
have been made to GATT, UNCTAD and the IBRD fer these institutions to note the
work of the Committee and to indicate the concurrent -actions they are taking in
theiiﬂparticular.fields'so.thaf_matterS“aré properly -co—ordinated.
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Annex Ii:° ‘ -SUMMARY OF smrmmm BY VICE-CHAIRMAN OF DEPUTIES OF THE COMMITTEE ..
B *or 'I‘WENTY (Mr. J H. FRIMPONG-ANSAH) SRR

The Commltteerof Twenty has held three meetlngs 51nce its establlshment 1n
September 1972. There have been six meetings of the Deputies of ‘the Commlttee..
At the meeting of the Committee in July 1973, a draft outlined on the reform of the
International Monetary System and related matters was placed. before the Commlttee
together with a summary of, issues on which mlnlsterlal .decision was sought. Three
major areas of reform were presented for consideration by the Committee. There
were, however, a number of subjects of no less imporiance which were listed in the
outline of the form but which were not presented to the Commlttee for discussion.
They included dlsequlllbratlng capital flows, consolldatlon, reserve management ,

_ capital inflows, exchange rate management and the revamped Fund. Board, and the
+ quota structure of the Fund. on" these subjects it was either: felt that further
work was necessary at the technical level or that ministerial attentlon and

decision was premature.

' The maJor areas of reform whlch were dlscussed by ‘the Commlttee were the
following: .

I. Adjustment and Convertibility
II. Primary reserve assets
III. Development assistance - -

L It would -be useful- to develOp our consideration of each of these maJor areas
from the position reached by Deputies before the Committee meeting in July 1973,1
.to the progress made, during the meeting in July and subsequent work carrled out by
the Bureau in preparatlon for the meeting of Deputles 1n September 1973. ;'Z,

7_-.. S
L :oc . . At L ‘i s R .t i = O N

I. Ad}ustment e o . _ R .. SR aaf;

The. Deputles had reached the following broad framework of agreement after
their meeting in July 1973. . . .

(a) "That the need for. adaustment would as much .as pOBBlble be confined to
serlous cases. (singly or collectlvely) of imbalance that had 1nternat10na1 re- .
percussions. -

. (b) That discussions- and the examination- of such cases should. take place -
1nternat10nally and in, the International- Monetary Fund. This would 1mply the -
elimination of unilateral decisions on exchange rates adjustments. '

(c) That -amongst--other the best single 1ndlcator to use in:such an examina-

(d) That there was the need for effective measures to enforce decisions take
by’ the international COmmunlty. In this regard varlous forms- of pressures have
been considered for application to both surplus and deficit countrles.
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.The ‘mechanism.for -effecting an adjustment was. however not fully agreed by .
Deputies. Uhereas the United States favoured the use of a reserve indicator~to ™
establish a presumption of a need for action other deputles preferred the use of
general assessment using the reserve indicator as well as other indicators to
establish the presumptlon of need for adjustment action. The United States sugges-
tion for a resérve indicator is riot deeméd to be automatic in theWtrlggerlng of
ad justment act;on. Nevertheless the follow1ng advantages were'clalmed for 1t..~“

.

'“1. C It Twould ensure 'a coherént system’ that would make for a certainty for:
'adaustment aotlon w1th1n the framework of an agreed 1eve1 of gldbal equldlty. ¥ .

24 ,It would ‘make for easy parllamentary consent.
[ P S . n CF ' . , . P

The' other alfernative, namely an:assessment by theé Txecutive Board as to the .
need for adgustment ‘action was claimed by the proporents to Bé equally politically
acceptable ulthout subJectlng de0151ons on adgustment to the results of an ‘abstract
set of statistics. SR ‘ g

o A 1 M

The follow1ng 51m11ar1t1es are however found in the two alternatives:

.. . N
+ . L

1. Both are based on assessment, Y SR
2e Both involve the use of reserve indicatodrs.: N :
3. No automaticity is involved in either alterniative.: S -

'“Tﬁere“is However the following important difference between the two alternatives,
_the successful use of  the reserve indicator is based on hov often it can Ye‘oveérriden
“i.e. the ‘burden of proof lies with the country being asséssed or examined. “On the
other hand the use of presumptlve assessmént technique -depends upon how rigorously
the International Monetary FPund can press the country being assessed to take adjust-
ment action if it is deemed necessary to do so. This requires a strong IMF.. “,

At “the July meeting of the Committeé of - Twenty,Deputles were requested to
find a workable soclution based on the following lines:- . = . . -

1. The establlshment of a reserve-indicatdr structure that ‘would prescribe limit,
withinwhich cointries will be expected to keép- the level of -their reserves.:.Such
limits should be internationally agreed. - R

2. A Spec1al examination that will be induced by disproportionate ‘movements in a
country's reserves or by a" Judgement by the . Managlng Dlrector of the: Internatlonal
Monetary Fund. -~ = I : o4 i

3, The necessity to'take into account all relevant fadtors in the ‘special examina-
tion, including in particular reserves movemenis in rélation to.the indicator points
mentioned above.

4. The Executive Board to be empowered to- call upon & ‘country to adopt or rein-
force policies to correct imbalances that would be-established-as a result.of .a :
special examination.
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5.. [The use of pressures, malnly’mlld financial in naiure a% the beglnnln& 1n<
creasing to strong pressuras if adequate actlon'ls not taken. : R

| SN Com
6. However, if reserves are alléwed to exceed the predetermined indicator points
further aceoruals would be deposited with the fund at negafive iniervests. =

Canve“%ibilitv

*

The deputies at the time of the July Meetlng had come to the following
broad frame of ag reement on conVﬂrtlblllty-' | | o P

1. 'That the reéed fér a better working of the adjustment process was an’ important
(=]
pre-condition for viabls sysiem of convertiniliiy.

2.~ That thers was “he need for a syhietild adjustment process betweeil reserve
centres and non-reserve cehires ac ‘an important means of avoiding the creation of
excess. reserve cu?;enciesvholdings. ‘ .
3. That rescrve anntres ‘should be protected from “the effects of the present
overhung; thai fer ihis purposc a substantial initial consolidation was necessary
and that a substitubtional =account should be established in the Irternational ..
Monetary Tund to provide Tacilities for the gradual elimination of any excess '
build up of currency balances.

Agninst this aackground deputies put forward. two possible” 3lternat1ve
appreaches: _
) L, - A sysuom cf fall adset "settlement by reserve centres coupled with
limitaticens on coun*ries on the accumulation of reserve currencies.

20 A system of voluntary- ‘asset settlement undet which countries whose
currencies are held in official reserves will be required to settle in reserve
assets only to the extent that they are requested to do so by holders.

. _ [ R

The Committee in examining the two :=liernatives durlng the July meeting re-
questad depu._es vo' rely on the following principles in working out an acceptable
system of convertioility:

1. ~ THe need for symetry of obligations on resérve cenires-as well as._on
other countries in the setblement of imsalances.

r R S T e : co e T
' 24 The‘av01dance cf uncontrolled growth of reserve currencies balances.

" 73, “iThe brovision of adéyuate elesticity (credit) in any system of asset
setllemaut for the maximum freedom for countries to choose the composition of
their reserver withirn the agreed llmlts, . :

From these .g—;uide_ljnesE the follogipg two altgrnatives may emerge:
71, An introduction of a reasonable degree of éla stlclty into the system
of full asset settlement. T !
. 2o A mixed system prov1d1ng for a multlncurrency intervention system for
"large gvoup of countries, practicing full asset settlement with a reasonable degree

——— .
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of“elasticify simulataneously with_fhe remaining group of countries operating a
non-mandatory system of assel setilement.

" Under the mixed system the following conditions may be applicable:

1. The differing arrangements by one group should not adversely affect the
interest of the other. :

2e -An undue growth of global liquidity should be avoided. In thig regard
the International Monetary Fund should provide regulations requiring countries to
convert excess currencies reverse in the primary reserve assets.

3. The introduction of credit facilities should come under the Internaticnal
Monetary Fund surveillance. Non participants of the multi-currency intervention
system should have access to similar credit facilities.

4. Countries may present currencies balances for cohveréion to a substitu~
tion, facility in,the»International Monetary Fund in addition to any facilities
that may be available in the issuing country. :

IT. Primary Reserve Assets

The following_general framework has been agreed by deputies:
1. The SDR  should become the principal reserve asset of the new system;
2.  The. SDR should also become the numéraire.

3. Meqsﬁres should be devised to submerge all other reserve assets such as
currencies and gold.

The follow1ng measures are necessary for the 1mplementat10n of the above
decisions:

1. Rules governing the use of the SDR should be appropriately modified
as follows:

(i) The limits on acceptance of obligations and the reconstitution obliga-
" tion will be abolished, and the Fund will rely on designation, if necessary,
to prevent an unbalanced distributipn of holdings of SDRs among participants.

(11) Except in cases where the Fund d901des otherwise the requlrement
of need for the use of SDRs shall be retained. ’

(iii) General authority will be given for ﬁilling.partners to enter into
transactlons in SDRs without de51gnatlon by the Fund within the limits estab-
lished in (ii) ‘above.

- (iv) The general Account will be authorized to accept or use SDRs.in all -
trahsactions énd'operations in which it can accept or use gold or currencies.
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7”:*? . (v) ' The Fund will have the power to designate any 1nternat10nal or
K reglonal institution of an official and flnanclal character as a holder of

- T

L. BDRs." " o ay T , " L
(vi) The Fund will have the power to permlt additional types of trans-
actlons and operations in, SDRs.- .

13 _, *
(v11) The Fund will have the power 1o modlty the prov131ons on Optlng

out of decisions to allocate.SDRs.

" 2. The creation only of adequate amounts of SDRs for the satlsfactlon of
global llquldlty needs.

- \ . ".

3. The establlshment of a suitable value to be placed on SDRs for trans—“:.
actlon purposes. T

et "---e

4. The determination of an approprlate rate of 1nterest on SDRs.

Of these 1mplloat10ns,the value to be placed on the SDR and its 1nterest
rate are the ones subject to further discussion and agreement. A con51derab1e
degree of analytlcal work is also needed. i e e

EI e

Three suggestlons have been made on valuatlon and 1ntéreet rate"-

l.. A valuatlon related to the strongest currency and attraotlng a low Do
—1nterest rate. . . LA Ey e

TRty e

-

, 2. A valuatlon based on the average of a large basket of representive
- currencies combined with a lower than average interest rate. .

- 3. A valuatlon based on a basket of an average number of about '12.to 15
currencies used 1n 1nternatlona1 trade comblned wlth an average rate ‘of 1nterest.
- : ;:"g..-; R "o
The Commlttee at its meetlng 1n July d1d not work strongly on these alterna—
tives, with a. view to flndlng a compromlse that would ellmlnate thé various
differences of . v1ews. It would, however, appear that there i& a cons1derable
body of support. for the third alternatlve. . _‘ -

-

On gold the following positions were recognized:

1. Con51derable time, will elapse before i new prlmary abset can .be developed
and accepted. The phasing out of gold should therefore take - thls into account.

N

authorities should be free to sell gold either dlrectly or. indirectly through the
Internatlonal Mone tary Fund so long as the market pr1ce remalns above the offlclal
price. :

1 H .
ek .
- § .

Deputies however presented the following differences of approach to the
Committee for deolslon. N ' CE :

R

+
P
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1. . That monetary authorltles may ‘Ye authorized to- sell gold at market prices

_but not %0 buy gold. The official price of gold may be maintained at theipresent

level which should be the price at which monetary authorities may transact in gold
among themselves.

et

2. That the official price will be abolished. ‘llonetary authorities includ-
ing the International Monetary Fund would be free to deal in gold with one another
at market related prices. Monetary authorities may’ sell gold to the market at
market related prices but not btuy gold from the market.’ z

3. That in the absence of the substantial rise in the official price, the
official price may be abolished. Monetary authorities and the International
Monetary Fund will be free to deal 1n gold i.e. buy and gsell among themselves and
in the market at market prices. S

As an interim arrangement the possibility has been put forward that Alterh
native (1) may be introduced during the period of reform ‘to be followed by -
Alternative (2) when the reform system comes into operatlon.

vy v

III. Develkpment Assistance L:.r':__”; e S

This is the subject that would appear to be of paramount 1mportance to develop-
ing couniries in the current reform exercise. The objectives of developing coun-—
tries in their:participation in. the reform discussion should be three fold: To
ensure the transfer of real resources from" developed to developing countries to
ensure that the terms of trade do not move against them, and to maintdin an effec-
tive voice in the current discussions as, well as 1n future dlsou551ons on monetary
issues. - :

o

~To ensure that the voice of developing countries carries the apprOprlate
welght and.. respectability it is necessary to malntadn unanimity on as many posi-
tions as possible. Efforts should be made to obtain the’ highest: price p0881ble E
for exports, to maintain the value of, reserves and. to help minimize those dis-
equilibrating. factors in financial sectors that could lead to instability and
therefore.the increase in the. prlces of 1mports of development goods. The 11nk
important means of ensuring the transfer of redl resourdes ‘trom developed to
developing countries.

LY

~ Developing countries with the political support of the Group of 24 have come
to & common .position regarding the type of llnk de51red and ‘its distribution.
Technical arguments in favour of the link have been made ‘and substantiated. ' The

" technical “arguments: against the link have been thoroughly examined and have been

declared by a -majority of ‘BEuropean countrles ‘not to be superable. Of -the ~two coun-
tries that still have reservation agalnst ‘the llnk,Germany would now not commit
itself tc a final position until the total reform package became clearer: The
Unlted States p051tlon agalnst the link remains unchanged.

The deolslon regardlng the 11nk may nov be desorlbed as ‘ofie™ requlrlng political
will to overcome and this may therefore be persued only at’ the" political level.

——aas w e gt e e eaw s
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CONCLUDING REMARKS

The following concessions have been generally agreed upon in favour of
developing countries:

1. That all countries agree that in the reformed monetary system adequate
measures should be taken to ensure the transfer of real resources to developing
countries. ‘ -

2. That as far as possible developing countries should be exempted from
trade contreol and capital control imposed by developed countries and that their
special circumstances should be taken into consideration in assessing the control
that they may wish to impose.

3. That in the process of examination of the world economy situation the
development in the transfer of real resources to developing countries should be
reviewed and taken into account in any decisions regarding the adjusiment process.

4. That those developing countries with large depletable resources such
as 0il producing countries should be treated differently in the enforcement of the
rules regarding the adjustment process.

The future work of the Committee will involve smaller working parties in which
a considerable degree of expertise will be called upon. It becomes therefore
necessary that developing countries should carefully select and train their
participants in these working parties. The future programme of work will also
involve a considerable amount of negotiation. Tkis will alsc call for a unity
of voice and of approach. In this regard also it is necessary that developing
countries through the various associations should as scon as practicable formulate
common positions on the major issues of reform.
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Annex ‘TIT: " "DRAFT REIOLUTIONS AND DECLARATIONS ‘*» & .© .

| " w-" - Draft resolution -submitted by: Chad on -behalf of- the . : N o
| countr-ies in the Africen, Asian and Latin . American.. =~ ¥y ]

| Groupz of the Group of the 77 of the Committee on
B ~.7 vt . . ... Invisibles and Financing related to Trade ‘
poenier oo (TD/B/CL3/L.93, .9 July 1973), Cor e T e

: - oo

' £ e W B

] e -

| ing elopment Strategy for the Second United
Nations Desvelopment Decade", and in particular its paragraph 52, (ii) resolution |
84 (Iii) of the third session of UNCTAD, (iii) General Assembly resolution 3041
(XAVII)4 and in particular, its paragraphs 7, 8:and 9, (iv) "The joint declarations
concerning international monetary issues' by developing countries members’ of "the |,
Group of 77 at the fifth session of the Committee on Invigibles and Financing re—

lated: to Trade, (v) "The.communiqué of the Group of 24" of 4 March 1973, .

\

The UNCTAD Committee on Invisibles and Financing related to Trade,
- - Recalling (i) "The International Dev

|

|

ror : - ’ - S . S Ve L Laa
Bearing in mind the interdependence between problems of trade, developﬁeﬁtvh
finance and the international monetary system, and noting resolution 95 (XII) of
the ‘rade and Development Board in which, inter alia, the Board requested the
Secretary—General of UNCTAD to keep under constant review the existing arrangements
for the solution of the interrelated problems of trade, development finance and

|
|
‘ monetary issued in a co-ordinated manner,
|
|
|
|
)

. S e .

Noting the work of the Committee of Twenty, in which adéquate representation
of members of IMF has been achieved, in-evelving an appropriate;and durable inter-
national monetary reform, . . . . . oL m e nTmrm o

Recognizing the importance of the ! roup of 24 as .an instrument for-the co~ .
ordination and political support of the points of view of special interest to
~developing countries.on international monetary matiers,. oo .

I N - . . P ? ; . . [
7 .. Noting with concern the fact that decisions on international monetary issues
continus to be made in forums.other ~thar the IMF-and:withcut adequate participation
of developing countries,

le 1Noting further .that these decisions have; inter alig,-resul%éafin widEEﬁread,
departures by developed countries from the present exchange rate system affecting.
the ecouomic situation of the developing countries,

it )

L ‘. Recogniging the importance.of ,the future role of special drawing rights, and,

the need to enhance ~this role within the framework of internationa; monetary reform,

tA

Noting with.appfoval that the Committee of Twegtyris-éﬁfféntly examiniﬁg‘qli_

‘.,‘ asvects of proposals for a link between SDR creation and additional development
: finance, ' y _ ST e 3 . . .

x .

b

vy

= M

Expres future decisions on monetany.iséues should be
made with the effective participation of developing countries in the framework of
; the IMF.

1. Txpresses ifs viéw that all
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2. Urges a return to a system of stable exchange rates as already agreed by -
the Committee of Twenty. .

3. Recommends that there should Ve a progressive creation -of SDRs, so that SDRs
can become the prlnclpal reserve asset.

A Urges lurther the establlshment of a link between SDR and addltlonal develop~
ment Tinance, and that any such arrangements should provide for additional net
real resource transfers to developing countries, and that it should take the form
of direct country allocation as recommended by the Group of 24.

5. Urges all countries, and particﬁlarly the developed ones, to pursue economic
policies conducive to stable, non-erratic growth in the interest of orderly inter~
national develoPment.

6. Urges an agreement’oﬂ.the'outline of the reform, presently under discussibn
in the Committee of Twenty,.in time for the Nairobi meeting of the IMF.

Te Reiterates its request for the: Secretary-General of UNCTAD to continue and -
develop further his consultations with the Managlng Director of the IMF and the
Dlrector—General of GATT.

THE FLOW OF FINANCIAL RESOURCES

Draft resolution on the objectives of financial co-operation,
submitted by Chad on behalf of the Group of 77 of the
"Committee on Invisibles and Financing related to Trade
(TD/B/C.3/L.96/Rev.1, 11 July 1973)

The Commlttee on Invisibles and Financing related to Trade,

Taking 1nto account Conference resolutions 27 (II) and 61 (III) and the Interh
national Development Strategy for the Second United Nations Development Decade,
particularly paragraphs 42 ‘and 43 which call upon economically advanced countrles
to-make commitments of financial co-operation for development,

Having regard to the fact that various concepts and definitions of financial
co—operation have been advanced and that targets of co-operation muat be meanlngful
and clearly defined,

Taking into account resolution 91 (XII) of the Trade and Development Board
which -requested the Secretary-General of UNCTAD, with the assistance of a group of
governmental experts’ to examine the concepts of the present assistance and flow
targets in order to prepare for a discussion thereon in the mid-term rev1ew of the
1mplementat10n of the Strategy, -

Recalling resolutlon 62 (III) on the Special Measures in favour of the least
developed.among the developing countries, in particular its paragraphs 37 and 46,

'~
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Recalling further. resolution 63 (III) on.the.land-looked developing countries,
in particular its paragraphs 3 and J9r T - ~,‘“; r

d a4 -k

Notlng the stetement of the Secretartheneral of UHCTAD on the meetlng of
the Group of Governmental Experts (26-29 June 1973), o ‘
l. .Calls. upon' those developed countries which have not yet accepted the ODA
target of 0.7 per cent of the GNP of the developed countries and/or its date of ~

achievement to do so immediately.

AN

2.: -Recognizes that any indicator of financial development assistance or co-
operatlon must be part of a broader framework of co-operatlon between developed
and developing countries with %he purpose of increasing the real net transfer of
resources to developing countries through augmenting their fore1gn exchange
earning capacity and avellabllltles.

3. Recognizes also that the 1 per oent target for total financial resources does
not constitute an adequate indicator of the effort of developed, countries in so

-far as it includes fldws Nthh are prlmarlly motivated- by export promOtlon or

profit obgectlves.,"~ AP T - “"T":;'Tj;"~:- -

4. Congiders that in the measure of flnanclal flows“the concepts -are not meaning-
ful when they do not incorporate all thé veverse flows—and thus do not permit a
proper-evaluation of the flnan01al relatlone between developed and developlng

countries. T o e -

t' LA

He Declares that.within the general framework,of international,economic co-
operation the greatest importance, should be attached to. .an obJeotlve of ried- trang—

" fer of ODA, defined as gross disbursements net of a55001ated reverse flows on, .

account of both interest and amortization payments, and that its magnltude should
be increased, the elements to be included should be distinctly eonceSSlonal, and
the related issues should be settled in 1nternatlona1 discussions between developed
and develOplng countries. : T

ob;ectlves vy ' v e e E _wi - S

.t 64 Reguests the SecretaryaGeneral of' UNCTAD, with a view to aoh1ev1ng the above

(a) To further the statistical work on financial flows between developed
and developing. countries and in this respect intensify the existing technical re-
lationship: among- the UNCTAD secretariat,.the World Bank staff and the 'OECD szcretar-
iat ~ with a view to achieving a more precise deflnltlon and. coverage of flows,
and collect statistical data, as needed directly from governmen+s, in order to be
able to adequately measure progress in- the 1mplementat10n of relevant: Unlted

Nations and UNCTAD resolutions. o P

(b) To reconvene the Group of Governmental Experts, as he deems appropriate,

- with a view to making early recommendations particularly- in the.technical .issues
relating to the concepts of the present development assistance and flow %o facllltar

ting evaluation of the efforis of developed countries in the mid-term rev1ew and ,
appraisal of the International Development Strategy and to report thereon at the
latest to the fourteenth session of the Trade and Development Board.
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T Reccsg zes that the statistics' presented on financial co-operation should take
full cognizance of the relevant United Nations and UNCTAD resolutions and takes

the view that financial flows to areas which developed countries themselves do not
regard as sovéreign political entltles should be excluded s1nce, by deflnltlon,
such flows cannot be regarded as external. . :

8. Recommends all developed countiries anhd international financial institutions j
to implement immediately the relevant provisions of resolutlone 62 {(III) and 63
(111).

9. Stressea ‘the fact that the commitments to transfer net official development:
assistance” to developing countries, refers to all developed countries irrespective
of thelr 5061a1 or econcmic system. :

[ THE FLOW OF FINANCIAL RESOURCES
Draft resolution oh measures to counteract the effects
“of the international crisis during the transition
period, submitted by Chad on behalf of the Group of 77 of
) 7 - the Commlttee on Invisibles and Financing related to Trade
T ) ~ " (I0/B/C.3/L.97, 11 Ty 1973) T L

The Committee on Invisibles and Flnanclng Related to Trade, at its elxth
seggion, .

Recalllng the statement by the Group of 77 at the fifth special session of the
‘Prade and Development Board, document TD/B/L.316, document TD/B/L:324 -of the twelfth
session and resolutlon 84 (III) of the thlrd United Nations Conference on Trade A
and Development, N : : : : . E Dot

Recognlzlng the 1nterdependence between probleme in the monetary, flnan01al
and trade fields and instabilify in the process of development, e

Noting with concern the slow pace of the negotiations on international monetary
reform and, at the same time, the c¢critical decline in the value of international-
reserves and the competitive p051t10n of the developing oountrles,

4

Con31derr_5 that there is now a substant1a1 concentration of international .
“ Yiquidity in very limited geographlcal areas, w1th a- consequent negatlve ‘impact
on the developlng countrles, R S : . E o Y

~
.

Cons1der1ng that the lack of™ co-ordlnated policies has created a systematlo
increase in international inflationary processes which endanger economic and trade
stablllty,

Y Con51der;gg that, ow1ng to the: lack of immediate de0181ons even of a temporary
'fnature, the central banks of the developed countrles have heen unable to oontrol
the movements of epeoulatlve capltal o : g N

.._‘.- 5 . FREI o . L ' ’ et

- PP N
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' Considering thdt, despite. the ﬁaqt-¢haﬁ,the“arr§ngements for floating estab-
lighed. in.the :developed countriesﬂwasfcreétgd fpr’thefpurﬁqsqﬁﬁffreduding-the. .
initial-impact:of :the monetary -crisis, experience has shown”thdt, on the contrary,
" this:machind¥y has been used- to -gtimilate harmful and systematic speculation in i
" certain currenciés .and-has consequently ;been the cause of further periodic devalua-
tions and revaluations that have distorted the ecoromies, dévelopment plans, inter-
national trade structure and prices in the developing countries, "and on the terms :
-+ of ~trade,. . . o er e L . ) '
1, 'Urges the.Governments of .the- developed pouﬁtfies,:as a‘prior step to-a refurn
to a convertible system, to adopt immediate measures in the exchange field, designed
to achieve an orderly and .consequently stable period of transition, while awaiting
definition of various elements.of the new international monetary system.

y s
H -

il L o T o i . oL
he “developed countries, in particular those

2e Requests the Governmepﬁﬁ;gg;ﬁ 3

that have accumulated substantial in¥ernational liquid assets, t6 study the possibe
.11ity of ‘effecting financial operations which make it. feasible through appropriate
ingtruments ‘such. as special bonds, to transfer liqqidfasseﬁs¥;q¢thé developing
countries, and to expand their financial assistance while at the same time con=
tributing to the elimination of the imbalance originated by thé ‘substantial con-

- centration .of ‘liguidibys.: .. a0 ot L et ot

T, . b P

3. Requests further the Gompfhménpslafiﬁﬁethgbélgb;ﬁ?bdﬁhtnlepﬁ

7ibs, in co-ordination
with the Secretary-General of UNCTAD and the specializea'fiﬁanéial'deiés;“tofstudy
"the possibility of creating mechanisms for the transfer of an important part of
the 'international liquid assets %o financial funds and institutions designed to
promote international trade in favour of the developing countries, and to this
end making use of international, regional and subregional institutions to channel
- that international. liquidity for the financing of developmeni, Do

4. Urges the Governments of developed and developing countries alike, to hold
bilateral and multilateral consultations with commercial banks in each region in
" “order to include .in.their banking .relations among developed and developing coun—
«" tries, procedures to avoid the erosion: of the: international monetary reserves
that the developing countries have placed in the banks of the devgalopéd;_,pouptrj,gs,
as deposits for commercial operations and international payments. ' et

'
Vel s w - R . L. - - j .. P
- A . v i N ) ¥ .

. 4. . - INTERNATIONAL MONETARY ISSUES . . . .»: . - .

Joint Declaration of the dé%elb%ing countries mgﬁﬁéfsh
: ’ .of the Group of TT7. .

B Y i ) e

o
4 + -

- Y ro. LT
e .. - N

The developing countries members of tha,Gréupfof;17{;§fl;’. . T

Recalling (i) ,"The International Development Strategy for the Second United
Nations Development Decade™,. and in particular-its paragraph 52, (ii) resolution
84 (III) of the third session of UNCTAD, (iii) General Assembly resolutiocn 3041
(XXVII), and in particular, its paragraphs.7, 8 and 9, {(iv), "The joint declarations

concerning international monetary issues" by developing couniries meﬁbéiﬁéof the

‘Group of T7. at.the.fifth session of the Committee on Invisihlééfand Eihgﬁciﬁg?re—
lated to Trade, {v) "The communiqué of the Group.of.24" of 4 March 1973, .
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'mt"' Bearlng in .mind the 1nterdependence ‘between problems of. trade, development
Iution 95 (XII) of

‘flnance and the 1nternat10nal .monetary - system, ‘and . noting .reso
“the Trade .and Development Board 1n'whlch inter alia, the Board requested the .
Secretary—General "of UNCTAD tO'keep under -constant review -the existing arrange«
"ments for the. solutlon of the 1nterre1ated problems of trade, development finance

_ and monetary 1ssues 1n a co—ordlnated manner, T weel TomaLs LT ik

e by

Noting the work of the Committee of Twenty, in 1h1ch more adequate representa-
tion of members of IMF has been achleved, in evolv1ng an: approprlate and enrable

'?“1nternat10nal monetary reform. S _ SRR T C
LA P T i o i )

Recognizing ‘the importance of*the Group Of 24 as.an instrument. for the -
ordination and political support of the paiats-of view of SPSC131 interest to »

deveIOplng countrles on 1nternat10nal m@ﬂeﬁnﬂrﬂm#ftaﬂs\ R e
-t ST ey
Notlnh_w1th concern the: faot that dec1sinns ‘on 1nt3rnatlonal monetary igsues
.contlnue ‘t0" be' made 'in forums other than the IMF and w;thout :adequate partlclpap

P I

t10n of developlng countrlee,'j{ e R cc ot aen

] H " ;"_._..r -..11":‘ ‘l - - - ‘ r?‘

Notinz further that these decisions have, inter alia,’ resulted in widespread
departures by developed countries from the prosent exchange rate system affecting

the eCOnomlc s1tuatlon of the developlng countrles, : :;S:L;Z = TLrlEl 3

.....
- Vot

e - .

voa

. Recognlzlng the 1mportance of* the' Tuture role o£ sp301a1 draw1ng rlghts, end
‘ the need to enhance thle role w1th1n the framework of . 1nternat10nal—monetary
. I‘Gform, . ‘“ { N - S - Lo UL P PPN R
> ! ' - L 2t :" T :'.:;._ ..:": . 4‘. tt [P .L.E 5 [ . b2
_ Neting with approval ‘that the Committee of - Twenty ig currently examining all
aspects of proposals for a llnk between SDR creatlon and addltlonal development

s e - Voo, ek T ., o oo T

-flnance, t R . S R Loavy ,;V_L FTED
it - R s AT I gy L SO D

[ f
P4

Reafflrm their conv1ct10n that all’ current and: future decisions on monetary
1ssues should 'be’ made with the full ahd effectlve part1c1pat10n .of developing. -

countrles in the framework of the IMF._-i-i= . TIE LT T e i i
Urge a prompt return to a system of stable exchange rates. "

Recommend tha% there should be'a progressive creation of SDRs, so that SDRs
can become the pr1n01pal reserve asset.

-. - (‘._ '
-iﬂ-v- e !

Strongly recommend the establlshment of a 11nk between SDH and addltlonal
development finance, and tHat any.'such, arrangements should provide for additional
net real resource transfers to developing countries, and that it should take the
form of direct country :allocation.as recommended by the 'Group:-ofi 24y .- -}

Urge 311 countrles,'and particularly the ‘developed ones, to pursue economic

poilcles conducrve to orderly 1nternat10na1 development. B S o I s P

s ﬁ ge an agreement on sthe outllne of the reform whlch should take fully 1nto
‘account the “interests of the developlng countries and to ‘be.reached .in time for
““the Nairobi meetlng ‘of - the IMF,- as ‘a- concrete and p051t1ve step ‘towards the reform

Al 1 - [}

of the international monetary systém. 7 S oW et St
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Reiterate its request for 'the Secretary-General of -UNCTAD ‘to .continue and
develop further his consultations with the Managing Director-of the IMF and the . .-
Director-Geéneral of GATT, particularly in the-light of ~the ¢ritical international- .
situation in’the trade, finance and monetary field -and its unfavourable effects on.
the trade and- déevelopment of the developing countries. - -

INTERNATIONAL MONETARY ISSUES
- 'j - Joint Declaration of the Develohing:gggptfies o Q;*:*
: : members of the Group of 77 ' ' : :

-

Transitional policies pgnding the reform of the internaticnal ‘ SR
monetary system

- (TD/B/C.3/L:103,- 13 July 1973) -

The developing countries members of. thé Group of 77 of the Commitiee on:
Invisibles and Financing related to Trade, o - T

Recall its statement at the fifth special mession of the Trade and Development
Board, document TD/B/L.316, document TD/B/L.324 of the twelfth session and resolu-
tion 84 (III) of the third United Nations Conference on Trade and. Development and -
recognize the interdependence between monetary, financial and trade disorder and
development instability, S o e ST Cer

Note with concern the slow pace of the negotiations on international monetary
reform and, at the same time, the critical decline in the value of international
reserves and the competitive position of the developing countries,

Congider that:

(i) there is now a substantial concentration of international liquidity in very
limited geographical areas, with a consequent negative impact on the developing
countries;

(ii) the lack of co-ordinated policies has created a sysiematic increase in inter-
nationalﬁ}nflationary processes which endanger economic and trade stability;

(i1ii) owing to the lack of immediate decisions even of a temporary nature, the
central banks of the developed countries have been unable to control the movements
of speculative capital.

All these elements have had a consequent negative impact on the developing countries.

PlaanY
Consider further that, despite the fact that the floating exchange rates

established in the developed countries was created for the purpose of reducing the
initial impact of the monetary crisis, experience has shown that, on the conirary,
this prGCﬁure has been used to stimulate harmful and systematic speculation in
certain currencies and has consequently been the cause of further periodic devalua-
tions;and révaluations that have distorted the economies, development plans, inter-
national trade structure and prices in the developing countries, and on the terms
of exchange:

3
,
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U Tae the Governments -of the developed countries, as a prior step to a. return

to a convertible system, to adopt immediate measures in the exchange field,”
designed to achieve an orderly and oonsequently stable period of tran51tlon, _
while awaiting definition of various..elements of the new international monetary

have accumulated substantial international liquid assets, to study the po: sibility
of effecting financial operations which make it feasible through appropriate
instruments such as special bonds, to. transfer: 11qu1d assets to the developing
countries, and to expand their flnan01a1 a331stance ‘while at the same time con-
tributing te the elimination of the 1mbalanoe originated by the substantlal
concentration of ligquidity. s

Request further the Governments of the’ developed countries, in co-ordination
with the Secretary-General of UNCTAD and the specialized financial bodies, to
gtudy the possibility of creating mechanisms.for the transfer -of an imporiant.

part of the international liquid assets to flnanclal funds and 1nst1tutlons_w
) des1gned to promote 1nternatlona1 trade in favour of the developlng ‘countries.’

‘. Urge the Governménts of developed countrles to encourage and promote f”
bilateral -and Uultllateral ccnsultations with relevant ;banking institutions: .
in each region in“order to avoid the erosion of the. international monetary’ _
reserves that the developing countries have placed in the banks of the developed..
countries, as deposits for commercial operations and international payments.-

¢
’
L % Ui

system, and in so doing, avoid harn to the interests of developlng countrles. ..Jg

Request the Governments of the developed counties, in particular those that

-t

[ i e

- N .
P
- w5




