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1. A major problem Annreforming the internatlonaltmonetary system g "

that the reform process, of research negotlatlon and of p011t1ca1
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comprom}se,,ha t? topé SLmultaneously wlth llngerlng probiems arising
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from several hlstorlc eplsodes 1n”1nternat10nal economlc and monetary
relat1ons, oroblemetfn}eh are constantl; enanglng“as mucn 1n:tn§irhnature
' severlty 33%451gn1f10%P??-'as 1n:the rﬂacflons to them‘of the prrnelpal
J”yéroups of countrles., Although the Bretton Woods framework 15 commonly
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'adJudged to have ueakened materlally, ue are st111 in’ many respects on a
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Bretton Woods standard at least for_the maJorlty of countrles. The problems
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occa51oned by the 1nadequao1es of Bretton Woods are’ belng Fompounded by the
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seemlnglyiunendlng 1nstab111ty of the '1nter1m’ reglme of monetary management
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ﬁey'anh,%erhapé the entlre process of reform seem destined
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to be overeﬂadowed By p0551b111t1es of Ynfiation and world rece551on, the
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of payments adJuatment problems, by an 1mm1nent restructurlng
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of world productlon and trade patterns and by a -undamental §h1ft 1n the -

e ¢

\ [?a}anee of’uorld monetary power uhlch could result from the energy crlsls.
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2“"Tﬁﬁ"features”'haracterlsed the decllne of the’ 1nternat1onallmonetary

"1.

ystem s1nserthe Tate 1950 Se7 u&he flbsths ‘the* wltherlna ‘away! 16 the more

-oriless: obligatory mechanxsms deslgned to induce ‘adaptive’ adJustments,

qi:bartlcularly by he maJor tradlng and!flnaholal natlons, ‘when-their: parltles
wereimanlfestly out’ of'llne'thh undenlylng prlce/coétaandetradlng*reiatlons
it their. mr1n01pal rlvals. finaaéadaeiéE‘ihtensifiedgaé?thewtraditioﬁfbf
oo—operative”aét{bn’in”thé-pursuit‘ofﬁeoiiectiyedéoaféﬂaiI“but”HfEintbﬁrated,
with some nations increasingly disinclitédito%sdbhit to’ the' esgéntial "

disciplines required for the effective functioning of the system.
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In addition, the arrangements for the creatlon, dlstrlbutlon and utlllsatlon

.

of international liquidity seemed no longer capable of meetlng the effectlve
ligquidity needs of the majority of countries. Thé second feature has-been
a.process of democratisation and dispersal of world trading and financial -
power and influence, in the first instance among the leading trading nations, -
in which the United States‘couldino longer, rather by itself, bear or

agree to continue to bzar, on behalf of dher powers including big ones

the main’ burdeh ofladjﬂstment of the system as a‘whole,'through'the

crippling customary prooesses of domestlc inflation and of benign neflect

of its cumnlative deflClts on 1nte"nat10nal account.
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3. The:'dfi-srupt;i.'on ‘and .instabilit}, and the ad hockery which’hive 56°far
characterised the interim_ regifie dompelled concern in’its earliest'phases
with’ posslbllltles for the rea11gnment of central parities and the fabr1ca—
tlon of measures for the emergency’ provls1on and redistribution of
liquidities in order to permit‘lesﬁfdlslocatlng forms' of. adJustment. "Around
regimes of fluctuating exchangelrat&s,“Sn?which“great=stbre had been reposed,
have been developed .a framework of arﬂangéments for swap deals and ‘co—operatic -
among central monetary :authorities, recycl1na capltal flows, “for wider t&
bands, ‘moving parity: zones, .ete., and much effort : expended on.the . -
examlnatlon of problems of dollar overhang, co“solldatlon p0551b111t1es,

‘and 86 on. . How" much of these. specxal measures in favour of the most ...
developed c0untr1es,sma1nly, would ~ and should =~ ‘become part’ ‘of a reformed
nUsystem'1s~o£~obursenone of the’ ba51e-problems-1n-reform, in’ which' the:

developlng‘couhtriesfwhich are no less interested in the'stabilityrgféthe

.igiystem hav- more: than:an ‘indirect interest. ::As in essense special késbbﬁses

to locallsed problems - hlgh rates of 1nf1at10n in 1ndustr1al countrles,

bllateral payments 1mbalances notably between the Unzted States and Japan,

'and the per51stent présﬁhéés of speculatlvely perverse capltal movements -
_many of these‘ln;tlatlves for ‘world' adJustments did not address themselves
.Ltb“the.economlc problems of the maJorlty of c0untr1es;i Thus, other than

for a;recogn1t10n of the need for adJustments in relatlve trade competltlve—
‘ness,'there has been much reluctance to, accept the near—1nseperab111ty ef

. money, trade and development problems. . ) Ly
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Le Perhaps one feature of the energy dlmen51on in monetary reform would
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be an 1ntene}flcat10n of awareness, and a greater w1111ngness to’ do !
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somethlng about it, of the 1nterdependence of money, trade and development

LT

issues. However;lthe problems whloh are _now wldely antlclpated relate to
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poss1b111t1es of further lnflatlon and deter10rat1on in the balance “of”
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paymentstma;nly of 1ndustr1allsed countrles, some worsenlng in the terms
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of trade of the develo 1n countr1es the row1n 1mm1nence of an
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extraordlnarlly ma551ve oil revenue overhang and all that thls would 1mply

u... ,, Loty

and the very real prospects of further 1nstab111ty in currencies. The focus
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of defen51ve'measures, concelved perhaps 1nev1tably at thls stage in
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essentlally short/medlum terms, appearsjto 11e 1n the harmonlsatlon of
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interest rabes in maJor financial centres, on co—ordlnatlon “of forelgn exchange.
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lnterventlon.pollcles and act1v1ty, and in other actlon in the area of domestlc
.'--"ru' L

antl—anflatlon

TR R

. Tigefs 1.!.‘:-"#'& S
pollcy., For the developlng countrles, there may well be a
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danger that the malnstream of reform act1v1ty and lnterest, whlch has not
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" been runnlng strongly in their direction, would be further dlverted away from
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their direct detailed concerns. It would he well to conSLder practlcal measurs

.

tosprevéntiddsh hn’ outésne’ -G the 'othe¥ hiand;’ judging: fron’ redctions: to the
- energy/cridis there -are”péssibilities that the moré>dirable solutions to the

monétary as'wéilias trade ' problems it would 'raise may-1ié’ ininek:- forms of

zheogpablaligation ' in produbtichiand trade-ahd 6f do—operation™withif+ar -

“siubstantially refurbished; iiore’ equitabléd  monetary” framéwork: -That thése
“radical réaligiiiénts’ in- phoduction; tiade dhd monétary-rélations may ‘take
place maifily bétwbéa’ Westorn Europd]  the United' Stitésrand: Japanj on' the

one hand; avd thé“bil bith Arab tevitries, Gatthie other" fdyipose special

'monétary and develdpment problems*for many*Heveloplng“countrﬂes particularly
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5« .The effective delimitation.of the scope of '1nternat1pna} gonetary,

reform' seems principally a consequence of political convenience and

‘rellicthnt' gbhdetisus’ rathe’ thah "H’ product” of - ecbhomit’ calculationsy :-°

Altho oigh ¥hé ‘need hdb besn wldely acknowledged, By thé’ officidl" reéformérs
“Ahd By ‘ddveeatel '6f EDG thitérests Blike,” to gt the ‘Scdasion of the reform
td“hrohbte ‘dboribmic: develdﬁment ‘it ke Th&rﬂ-“orld “dridi the-flow of!real:

i bre e < - TP . - i - -
LS SV R PRt 1 b6 WAV S S P L S D PRI & ST S RN

- EE . - ] - H caa t, PR - ,
SR Eemomo At eI nnonr o LU wlov,nkh dnacair

TrR T




,,}‘J' [ 1 !

i3, it -4 ~

R N L T N T i v

-resodrdeeito 1t, there‘ls _yet much’ fragmentatlon of concerns and.1n _
mfreactlons to them,keren w1th1n thefmonetary f1eldtw Much of the o f“ B
dleeu351on and negotlatlon Sf reform structures and p0551b111t1ee w"f'l: 1
-appeag %romJthe out51de at least, to te;unrelated to the on-g01ng or” .
tran51tlor1l problems of the act1v1t10n of SDR's, re—evaluatlon o{ the‘;

quota structure of the IMF, and the 11nk between SDR's and the flow

Lo TP I S i ..,'l . .. . i
ef Ilnanc1al‘resources.' Yet lnterconnectlons abound. For example, the
LRI L] 4 1 - TN TR ..;...,, LR K
need to. spec1fyrlees etr;;éent obllgatlons for LDC;s to take eorrectlve action
in the event of‘maJor reserve lossas cannot be nsefdlly as;eseed nlthout
reference elther‘uo a need LO modlfy thelr debt serv1ce pa;mentehstrdctnres
T R T A

or to the posslble 1mpact of real resource transfers on the1r development
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p0351b111t1es and programm1ng. Nhat 1n partlcular can monetary reform
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oontr;bute to easxng debt serv1clng problems? More generally, efforts

jnave‘to be Lnten51f1ed:toftranelate Tore forcefully 1nto oneratlonal.terms
the prlnclole that tne”econonlc.derelogment obJectlve of;a*reforned eyetem
must be adtanced. .':_‘t ‘ t S ‘ ) o
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PR - PREEN Much hassbeen said; intheory and,in the negotiationsi.:about.:the-meed

»:: to develop:a system of yinternational:. menétary:management.:which: would genve the

%o interests' of the*world .economy.~.-Developing:countries:in! Afrlca maylwant te
consider. how.relevant(ds a world :economy:.perspéctive-to their!specific; needs.
-What could globalidefinitions;of:diquidity:on assessment of optimum reserve

+»dnd adJustment needs, randi globaltbases; of! -additional- reserve: creation and
distribution contrlbute to solving' theirispecific: problems jof ‘misaligned
i parifies, ,payments adjustment andiof. development: finance?, Where:.the ..

i':.interest in asstable international money-order may.not,be homogeneous as

el

between the principal groups of countries, what practical procedures,can

be establ1shed to ensure reasonable equlty in the distribution of net galns
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from stab*llty7 Y
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e The. African :interest in, 1nternat10nal monetary reform, .could, beet,be
..defined, ih: terns, of:thezlmpact on, development Ppossibilities and_onhtheu
and_-'_th.e-.aec_:._de‘,ntip;goguagn.e.?.e_—«:)f-,_[t;h_e__J:n'l_ﬁ:(&gr‘lm}_-_r_eg)_;m,e,,-‘_,gOn_-A-Ltt_l.‘e__l.\-‘.)g'h_ole-,r,.}':’gl}o_t_;l:01_1‘l
Woods was biased in favour of exchange rate stability, with orderly

adjustment of parities through discrete changes when fiscal and monetary
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deflat;on ceuld n?t restore equlllbrtum. E?nrsome countrles the system set

T [Ra% ) RETNE §

the outer llmlts of dOmestlc economlc and development pOSSlbllltleS y
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regulatlng access to condltlona1 lsqulexty and through relatlve 1nslstence
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on a. llberallsatlon of trade and payments.
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nay have been sacr1f1ced to the malntenance of budgetary and balance of
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payments bz .ance.
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ad;dﬂéﬁéni reglme bore ‘s8mbuhat” heav1ly on ‘thode’ loﬁ”fnccme ‘&otintries

8,

many 4 Afrlca, hav1n lou reserveslln “elatlon tottRe iy ‘payments - fand 1+

H
.

adgustment i&eds and" aevelopméﬂt fi-ance" rrhualements} ‘coun€ries “which “iere
more critically dependent thah others on access to ccﬂdxtfonal*IiﬁuIdff?{ with

c?nﬁgﬁcdously llmlted aceess to capltal markets, even though they were often

1n dependent monetary relatlons w1th forelgn master currencles and monetary zor

Foala Ti{0ei7 VRS FI SRAT LIS LN G AN LI B O L
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9., ““Onh“the’ credlt Slde, Bretton Woods, when ltgworked,“dld hake’ ‘poss Sibl8 a
l : Par
sxgnlflcant HEgstire of " openness ‘and’ multllaterallsm ln tworid’ trade, e f s
contrlbutlng "57iES rapld gr0wth untll ‘the lat ‘1960'5 and“constltutlng‘the

their tradlng Fetatibns with the rést 6f tHé worldﬂ*'chever, through

?changes in' the relat1Ve tradlng posltlohs of“the” maJor 1ndustr1a1 countrles

= a process accelerated among other thlngs BY - reg10na1:sat10n ‘ii-Elirdpe; by

the collapse?o_f trad1t1onal structures of pr1v11edged trade relatlons notably
£ - R -‘! L PR P ‘--"."‘:-'-‘ B AL
een ﬁgrope and Afrlca and the resultlng greater competltlon in world
g 2aatd s REYR I LT B ORI | n,“ [ S|

the syst_eru has accentuated 1ts defects in ‘the

;l ‘J\)
trade - thls success of

\ : G ¢ MR S S X TApdh s Vi
adgustment fleld. The develop1ng countrles would thus be 1nterested agaln in

s
an adJustmrnt reglme whlch cOuld restOre maltllaterallsatlon in world trade.
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10. It 1S fashionable ‘tc” say that “thel 1nterest.of developlng countrlesfln

securrng an effectlve regime of ‘Exchange - nate“adJustment is essentially!s

1nd1rect, and'uould indeéd be of no’ consequence» f’there were nottexcessave

fluctuatlons 1r “theé ' currencles of ° pr1nc1pa1 flnan01al ‘centres” and tradlng

,-;Il

countrieSror restrlctions on access ' to- théir market’“ ¢ Thig! effectlve"

A

:exaggerated preoccupatlon With thet ‘problems’ ‘of real resource transfers.. It

would seem desirable therefore for the developing“oduntries*cbliectively to

develop p051t1ons on, all the maJor substantlve 1ssues in. reform, both because
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11; The parltles of most Afrlcan currencles have tradltlonally folfoéédh
' Jn_,,u :

somet1mes w1thout 1nter—g vernmental consultatlon or dellberate 5g5éémehé

'

the parlty paths of thelr master currenc;es, w1th countrles enabied A

...\_

through 1ndependent monetary 1n1t1at1ves to exerCLSe only marglnal dlrect

i Creriiede, L I

1nf1uence on thelr own prlce, productlon and’ emoloyment levels:” MOnetary

Pl

reform shouisd be expected to contrioute to co—operatlon and’ monetary e
.independence in, Afrgca, Tgo areas, 1n whlch this: contrlbutlon would be

critical are, ,An,, the reduction :of. dependence on any one reserve, center

s

-and the provigion of an agceptable 1nternat10na1 reserve asset w1th a,

HE
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12o The SDR seems an obv1ous ch010e as a reserve asset for 1nternat10na1

s 1l t ROBRTHE

and regLOnal use, in order ‘to enlarge the aréa of freedom' of African and”

= other .countriesto determlne the COmpOSlthn of the1r external assets.

SDR's ‘would however, have to. be endowed with the de51rab1e qualltles, real
. or.perceived, .of conventlonal ,reserve assets, notably those Whlch streng—

_then preference.for them _on the part, of. dependent currency countrles over

more - 'neutral' assetso,'In this context as, in the wider 1nterest of a .

~Stable monetary order. African, countries may well 00n51der the de51rab111ty

.-iof. endorsement: of an SDR standard. ; ‘ . .
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o 13._ Jhl}e it as necessary to‘agree on Afrlcan pos;tlons in the' form of
reforn orlhc1ples.orﬁoflsubstantlve reforms on othér issues in the reform

o it nohid he helpful perhaps as a flrst step to determlne as pre01se1y e

1hhd';;"po;siﬁlé the present status of the reform exerc1se. If thls were i

p0551b1e, \a) to secure a more or iess deflnltlve statement on ‘the record

~0f C20 deliberatipn; negotiation and decision outcomes, \b),to ascertarn,
the; prineipal tendencies jin C20 consensus and the underlylng structure of
;. Support, resistance, and. of relative dominance and advantage, preferably
.onﬂan.nssue—by—lssue basms,-(c) to”ascertaln the marn.questlons_remaanlng

unsettled,; particularly those which, are vital to African 1nterests, and

in which.there may, be. real or -apparent dlsagreement or confllets between
+1 specific, African/LDC, interests and, those of . ;ndustrlal countrles, 1n order
l;;toadetelOp,studlesﬁgphthenqeilﬁ,“ Y
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14. The avallable 1nformat10n on settled questlons needs” somé "élarification.
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For example, it would appear that an understanding exists that any new
proposals. on the transfer of: resources were to be viewed, as being strictly
supplementary. to. the link,;where the issue nog”gegc;reg-on%xuanggi}téga;l
~:decision.ratherhthan'any:ﬁurthergtechnical'ﬁ}scussion{; ;g;tﬁg'?Féhé%ééjL
discussioeniisiclosed what:really has been decided’ Is the political

decision required:in:.respegt;of . technicalnalternatlves or what'i"kl‘t._l}hT.?‘s,tMEi

supplementary:resource itpangfer, mechanisms beneflclal to Afrlcan needs.

(R

areffeagible and polltacalhm;agceotable What.:gan. monetary reform contrlbute

tovardssthis: en.d'? RO B S L SR PR

e - “
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1_'_),.,I Before the energy crlsls, the offlclal reformErn ‘Were belleved to be

el &0 T

» mOV1ng towards a reformed system hav1ng the followlng characterlstlcss?ﬁ
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(a) the establlshment of ‘parities’ specified perhaps in termslof i

Ll

SDR's 'to be maintained through multi—currency intervention;..

". ¢ T 1 e
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(b) wider margins either Slde of parlty, p0551b1y wider evén than

.. . ' the Smithsonian.limits which were expressed agalnst the inter—
-t ., . et
e <.vention currencyy .. - . . LR
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)
(c) partlal formalization’ of a system "of " pressunes on’ coimntries.to

adJust thelr par1t1es, mainly ‘by reference ‘to quantifiable;-;. .
' 1nd1cators and’ agreed’ Judgemental evaluatlons, w0 Mmeminn

R
L)

(d) progressive appllcatlon of pressures backed by sanctlohs 1n£"‘
*t: "the form ‘of dnterest. rates ,0n reserve holdlngs, the spec1f1ca~
tioa of convertibility on:iforeign. exchange balances, together

with restrlctlons where necessary on the allocation of SDR'S,

Sl o

L (e) a faclllty to resort to floatlng rates as a tran51t10nal

LT
L B |

LSRR E A

W 2, Measure or 1n exceptlonal c1rcumstances whcre ‘an establlshed
. T

e Ao

ar new parlty encourages dlsruptlve market speculatlonJm:

Fin i e A R P T
.18, Could an, Afrlcan p051t10n be de51gned on these speclflc possibilities,

. since. there are obv1ous 1ssues to, be 1dent1f1ed 1n each case ‘in’ relatlon

i K
" Lty e

e XOa reallstlc conceptlon of Afrlcan lnterests?

B : L P
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ui?:- Regardlng the adgustment process, if indicators. are.to: ‘be employed,

what speclflc 1nd1cators vwould be- -adequately-reflective of African meeds

n

L=z

in adJustment - and for ‘the finance of deévelopment?: - Thene seem: for-example
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-’%o‘beLproblems peculiar to-African/EDGicountries in the definition and. 3
duahtifiéatipﬁuofxlidﬁidityfneedé;ﬂsihee:concegtswof need. and..of the’
factor affecting total :demand for liquidity may be different: in essential

respécfé"froh:thbsé applicable t0vdeveloped-countries..,Judgemeﬁts.onv.

3 =l

the present stockxoﬂ"gloﬁel‘llqu1d1ty, on future_ liquidity,needsj’and .,

thé estim: tion of prosﬁectlve increases in liquidity from. all.SOUrces e

,;EJt.f ;

n be” dlscernibly invalidatéd if the peculiar ineeds of the developing ..,
countries were not explicitly acknowledged. What kinds oﬂ.pnessures,fon

ad;ustment would be most ¢onducive to the attalnment of realistic payments

ATt -l

and development targe s}'and how }ast could they be applled? What® pre-'
clseiy ehould be’ the obJectlve of a mu1t1—currency interventiof system,
in relation to African 1nterests? How are ,rights and oblmgatlons in
respect»of asset settlement to be deflned? What prov1510ns are to be

mede for reserve or reserve-cxedlt elastlclty?

. .t ‘ ¥ + . -
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16.7" Would not floating ¥ates or wider. bands in the interim regide‘and
possibly as a part of a reformed system pose special problems. for African
:countries?; What have been the effects so. far of the reglmes of floatlng
currencies, to which some, Afrlcan countrles currenc1es are'dlrectly or

indirectly linked? . If floating rates were tc be a110wed what safeguards
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could oebbullt into a reformed system to advance Afrlcan/LDC 1nterests?
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?iQE‘UWﬁe%‘OfHen'featureé of'.a refined system.might it.be;desirable to
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ad&ocate in furtherance'of-Afr1can~1nterests?
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20. Flnally, 1t nould be determlned the extent to whlch the ‘outline of
a, reformed system hammered out b} the C20 in technical ‘studies and through

its pecullar processes of negotxatlon be definitive and delimit possibilit-

ies for further review and substantlal mod:l.flcatlono U
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n2le. Thls note, prepared “at very short notlce'ihdeed;-représenés a tentative
ev1dent1y 1mpress;onlstlc first step towards® the’ apprec1ationfoffanvﬂfrican
perspective and consideration of a position on sp901f1c issues. in monetary
i‘reform.- ‘Its.purpose:is purely functlonal, to 1ndlcate in broad terms some-—
thlngxof ‘the range of African 1nterests and some p0551b111t1es regu1ring
~much'more. rigorous examination.. It is ant1c1pated that ‘the Rouﬁd Table wil’
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begin the process of detailed review and orlentatlon. :



