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REPORT of TIlE Fifrlf SEssioN of TIfE CONFERENCE of AFRicAN

MiNisTERS of FiNANCE

(Libreville, Gabon, 1-2 March 1994)

I. Opening Ceremony (agenda item 1)

The Fifth Session of the Conference of African Ministers of Finance was held in Libreville,
Gabon from 1-2 March 1994. The Conference was officially opened by His Excellency, Mr.
Casimir Oye Mba, Prime Minister of Gabon. Opening Statements were also made by Mr.
Layashi Yaker, United Nations Under-Secretary-General and Executive Secretary of the
Economic Commission for Africa (UNECA), Mr. K. Dadzie, Secretary-General of the United
Nations Conference on Trade and Development (UNCTAD), and Mr. U. Mawissa, on behalf
of Dr. Salim Ahmed Salim, Secretary-General of the Organization of African Unity (OAU).

Opening the meeting, His Excellency Mr. Casimir Oye Mba welcomed the delegates to
Libreville, Gabon and to the Conference. He stated that the meeting was taking place at a time
African countries were undergoing sweeping political and social changes amidst deep econ
omic crisis. The meeting had on its agenda discussions on major themes ofimportance to Africa
such as the debt problem, resource mobilization and development financing, as well as Africa's
position in the international monetary system. These issues should be analyzed at the interna
tional, regional and national levels, he stated. The rapid increase of Africa's debt burden
resulted partly from repeated re-scheduling exercises as part of Structural Adjustment Pro
grammes that did not yield the expected results and eroded Africa's debt repayment capacity.
There was an urgent need to accelerate the implementation of regional economic integration
programmes through the strengthening of subregional economic communities as called for in
the Lagos Plan of Action. At the national level, institutional reforms should be carried out to
enhance resource mobilization capacities.

The Secretary-General of the United Nations Conference on Trade and Development, Mr.
K. Dadzie, thanked the Executive Secretary of the Economic Commission for Africa and the
Government of Gabon for inviting him to participate in the Fifth Session of the Conference of
African Ministers of Finance. He stated that the theme of the Conference was indeed topical
as Africa was facing a number of challenges which had been compounded by: the collapse of
commodity prices; escalation of the debt burden; reduction in real net resources flows to Africa
and a shift in its composition. Furthermore, the poor performance of the economies of the
industrialized countries and restricted access to their markets had also stood in the way of
economic recovery in Africa. These factors made mobilization ofdomestic resources in Africa
more difficult. The Secretary-General of UNCTAD referred to the various estimates on the
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financing resource gap of Africa as estimated by the United Nations, the World Bank and the
UNECA which gave an indication of the magnitude of the resources that would be needed for
Africa to attain a moderate rate of recovery in per-capita income. He stated that according to
current indications prospects for private capital flows to Africa and increased non-debt-creating
flows look rather unfavorable and accordingly Africa will need to depend on official develop
ment assistance for sometime to come. However, trends in aDA flows to Sub-Saharan Africa
appear to have leveled. Similarly, while African countries had made strenuous efforts at
adjustment and a number of debt relief initiatives have been put in place, the problem persists
and, accordingly, durable solutions are required. These issues called for in-depth exploration
in the discussion forum that had been scheduled as part ofthe present Conference. In conclusion,
Mr. Dadzie, gave a run down ofUNCTAD's technical assistance services available to member
States which focused on human resource development, and capacity and institution building.
He urged African countries take fuller advantage of these services than they had done so far.

The representative of the Organization of African Unity, speaking on behalf of the Secre
tary-General of the OAU, Dr. Salim Ahmed Salim, pointed out that the current meeting had on
its agenda important issues of greatest concern to African countries. With regard to debt, the
strategies advocated to date emphasized the rescheduling and cancellation of debt. A lasting
solution to the problem of indebtedness would have to reconcile the requirements of debt
servicing and the imperative need for development. It was most important for Africa to count
first on its own resources and capabilities before looking for help. Accordingly, African
countries should find ways and means of promoting domestic savings and finding adequate
solutions to the problem ofexternal debt. Mr. Layashi Yaker, United Nations Under-Secretary

General and Executive Secretary of the Economic Commission for Africa, said that the
Conference was taking place amidst a serious crisis but also in the wake of far reaching changes
in the attitudes of African governments and their partners in the North and in the major
international institutions. The latter are now putting emphasis on the need for home grown
reforms and the ownership of programmes as well as the use of local capacities. The 1980's
were a lost decade for Africa and the deep crisis ofthe past decade is somewhat still with us as
the main structural imbalance that affected our economies were still with us in spite of the
implementation of several stabilization and structural adjustment programmes that failed to
bring the required economic transformation. We should break away from the dichotomy
adjustment/development and promote structural changes in the real sector of the economies
including the diversification and expansion of productive capacities. Reviewing issues on the
agenda of the Conference, the UNECA Executive Secretary highlighted the debt problem and

the impact of its service on development against the background of declining financial flows.
Africa needed to rebuild its repayment capacities and bring about a durable solution to the debt
problem and this required a linkage between debt, growth and development. There was a need

to revisit Africa's monetary and financial policies so as to mobilize local and foreign resources
while enhancing financial intermediation capacities and increasing efficiency in the use of

resources. Africa had to create the institutional framework required by the harmonization of
monetary and financial policies and refocus on the need to establish the African Monetary Fund
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as called for in the Lagos Plan ofAction. It also had to accelerate regional economic integration,
starting with the strengthening of the subregional economic groupings as the building blocks
ofthe African Economic Community. The UNECA had very closely monitored the devaluation
of the CFA franc and produced ex-ante and post-facto studies on the impact of such a
devaluation. These studies are at the disposal of member States concerned.

II. Attendance

The Conference was attended by the following countries: Algeria, Angola, Benin, Congo,
COte d'Ivoire, Egypt, Equatorial Guinea, Ethiopia, Gabon, Gambia, Guinea, Guinea-Bis
sau, Lesotho, Madagascar, Malawi, Mali, Mauritania, Morocco, Mozambique, Niger,
Central African Republic, Sudan, Swaziland, Tunisia, Togo, Zaire, Zambia and Zim
babwe.

The following organizations and institutions attended as observers: The Organization of
African Unity (OAU), the United Nations Conference on Trade and Development (UNC
TAD), the World Bank, the General Agreement on Tariffs and Trade (GATT), the African
Development Bank (ADB), the Southern African Development Community (SADC), the
Economic Community of West African States (ECOWAS), the Economic Community of
Central African States (ECCAS), Banque des Etats de I'Afrique Centrale (BEAC),
Banque de Developpement des Etats de I'Afrique Centrale (BDEAC), the Islamic Devel
opment Bank (IDB), the Promotion Executive Committee of the African Capital Markets
Forum, the African Export and Import Bank (AFREXIM BANK) and the Federation of
Central African Chambers of Commerce.

III. Election of the Bureau (agenda item 2)

The Conference elected the following countries to constitute its Bureau:
Chairman: Gabon
First Vice-Chairman: Tunisia
Second Vice-Chairman: Benin
Rapporteur: , Mozambique

IV. Adoption of the Agenda and Programme of Work (agenda item 3)

The Conference considered and adopted the following agenda:

1. Opening ceremony

2. Election of the Bureau

3. Adoption of the agenda and programme of work
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4. Consideration of the Report of the Intergovernmental Group Experts of the Fifth
Session of the Conference of African Ministers of Finance

5. Discussion Forum on the "Problematique of Financing Development in Africa"

6. Report on the Enlarged Committee of Libreville on the establishment of an African
Monetary Fund

7. Any other business

8. Dates and venue for the Sixth Session ofthe Conference ofAfrican Ministers ofFinance

9. Adoption of the Report and closure of the meeting

v. Account of Proceedings

A. Consideration ofthe Report ofthe Meeting of the Intergovernmental Group of Experts
of the Fifth Session of the Conference of African Ministers of Finance (Agenda item 4)

The Chairman of the Meeting of the Intergovernmental Group of Experts introduced their
report highlighting its main conclusions and recommendations on the African debt problem;
resource mobilization; financing development in Africa; and Africa's position in the interna
tional monetary system. He referred to various documents and reports prepared by the UNECA
Secretariat on these issues submitted to the Conference of Ministers for consideration and
adoption.

(a) The African Debt Problem

The Conference considered the conclusions and recommendations of the meeting of the
Intergovernmental Group of Experts on the African debt problem and solutions required for a
durable and lasting resolution to the problem. It was observed that a sustainable solution to the
African debt problem requires more than the mere relief of debt obligations and more import
antly solutions to the problem would have to be formulated and implemented within a
framework ensuring linkages between debt, trade and development. The Conference also noted
that notwithstanding the various debt relief initiatives, the African debt problem persists and
reflects the weak economic structures in many African countries and attendant inability to raise
the capacity of many of these countries to meet their external obligations.

The Conference noted that in recent years, there has been incremental improvements in
concerted approaches to deal with the debt crisis. Firstly, there has been the recognition that
the African debt crisis is structural in nature and has come to be more of a solvency problem
than a mere liquidity problem. Secondly, there has been a gradual recognition of the need for
a significant debt reduction of the debt burden instead of repeated rescheduling. Thirdly, there
has been incorporation of the debt swap schemes with potential applications for establishing a
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linkage between debt, trade and economic development. Furthermore, it was observed that the
effects of the debt problem were much the same for African countries, notwithstanding
individual countries' exposures. Accordingly, there was a genuine case for holistic approaches
advocated by African countries, especially in the light of the common positions often taken by
creditor countries vis-a-vis individual debtor countries.

The Conference discussed Africa's debt problem and the various debt relief initiatives.
While taking note of the latter, the Conference noted the lack of progress in their effective
implementation and called for action towards immediate changes in the Paris Club procedures
as follows: (i) the proposal by some creditors to raise the rate ofbilateral debts for reduction to
80 percent should be taken into account: (ii) reliefmeasures in the enhanced Toronto terms and
future improved proposals should apply to all African countries as the effect ofthe debt overhang
is qualitatively the same for all these countries; (iii) meaningful reductions/cancellations should
involve all the debt stock, both pre and post"cut off" date as well as interest arrears. It was also
suggested that the Paris Club should consider anticipating defaulting situations and relaxing the
linkage between old and new debts.

Several delegations raised the issue ofthe aggravating impact of the CFA devaluation on the
debts of CFA Franc countries and called for special relief measures from France, the Bretton
Woods institutions and other main creditors, as part of the accompanying measures. Similar
relief measures should indeed also apply to all countries undergoing drastic devaluation
programmes.

The Conference recognized that durable solutions to Africa's debt problem were to be found
in the linkage between debt, trade and development and, more specifically, in the rebuilding of
repayment capacities. Debt swap operations were indicated as some of the avenues to be
explored by African countries. Through these operations, opportunities for linkages between
debt, trade and development could be established.

It was noted that debt buy-back operations are rather costly for debtors and usually provide
no adequate relief for debt-distressed African nations, since for most of them the share of
commercial debt in total debt is very small. It was also noted that commercial debt reduction
operations through the exchange of claims for new, "enhanced" instruments, as undertaken in
the framework of the Brady deals, are also costly, since debtor countries had to finance the
"collaterals/guarantees" enhancing the new claims. Therefore, donors were urged: to make
donations to constitute the guarantees; to request creditor banks to stop demanding guarantees;
and to broaden the scope of the IDA Debt Reduction Facility.

Furthermore, multilateral debts are likely to increase in the future as substitutes to receding
private lending. It was, therefore, high time to find ways of providing relief from this type of
debts. While recognizing the particular status of multilateral lending institutions and their
obligation to maintain credit worthiness, the meeting was of the view that multilateral financing
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institutions should consider enhancing their debt reduction facilities and/or creating new ones
to help alleviate Africa's debt burden. However, the meeting appreciated both the IDA "Debt
Reduction Facility", that has just been extended up to 1995, and the fMF's "Rights of
accumulation" .

The Conference was informed of initiatives taken by UNECA to sensitize the international
community on Africa's debt problem. The UNECA Secretariat organized in 1991 an "African
Debt Day" which resulted in I billion dollars debt cancellation. Furthermore, UNECA plans
to co-sponsor, with the African/African-American Summit, additional debt swap operations in
favor of African countries. Information was also provided on the projected Commodity
Diversification Fund for Africa being discussed within the United Nations.

The Conference took note of the reports of: (i) the Seminar on "review of the African debt
situation and impact of declining commodity prices on Africa's capacity to service its external
debts"; (ii) Workshop on "review of ways and means for alleviating Africa's external burden".
The meeting reiterated that the center of efforts to alleviate Africa's debt problems is the need
for African countries to adopt "sound macro-economic policies and courageous structural
reforms" providing adequate supply responses and the need for continuing support from the

international community through enhanced market access and financial assistance as well as
effective debt reductions and cancellations to lift the debt overhang.

The Conference stressed the need for African countries to build capacities for commodity
risk management. It also considered that, in the medium-to-long-term, African countries should
cope with declining commodity prices by diversifying their export base and promoting local
transformation. It was suggested that the latter may, inter-alia, increase value-added; improve
market access for African products; increase export incomes; and improve the region's debt
repayment capacity.

The Conference also took note of training and technical assistance in debt and commodity
risk management available at UNCTAD and the establishment ofa debt database at the UNECA.
The meeting urged the two institutions to coJlaborate closely in order to reinforce the provision
oftechnical assistance to African countries. The principal objective being to enhance member
countries' awareness of debt and commodity price risk management techniques and their
capacity to bring about the required changes in policy and institutional framework (i.e.

establishment of special units in central banks and/or ministries of finance).

(b) Resource mobilization

The Conference noted that Africa's economic development was still held back by many

factors inherent in its own institutional systems: bureaucratic inertia, serious macro-economic
imbalances, high cost of production factors, poor allocation of resources and others. External

factors had also been responsible and continued to militate against the growth of national
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economies. The decline of most commodity prices, the erratic variation ofexchange rates, high
interest rates on world money markets and protectionism in the industrialized countries were
mentioned as some examples.

Apart from bilateral debt reduction schemes under the aegis of the Paris Club, only a few
African countries have benefitted from private debt reduction initiatives. The main impedi
ments to the speedy implementation ofthese plans were restrictive conditions and the reluctance
of commercial banks to grant relief to African countries, where the bank's exposure is limited.
With regard to multilateral debt, its increasing weight in the total stock of debt was alarming
because this category of debt was not currently addressed by rescheduling exercises. The
initiatives taken by the World Bank and IMF generally seek to reduce the multilateral debt
burden by replacing portions of the non-concessional loan with other loans granted on more
concessional terms.

Regarding the impact of financial flows on growth and investments during the 1980s,
developing countries had stressed the need for massive financial aid to rehabilitate their
infrastructural facilities and to stimulate economic growth. The industrialized countries and
international financial institutions, on their part, maintained the position that it was up to the
developing countries to work out and pursue domestic structural policies in line with market
forces as the only way of attracting foreign investment and improving the effectiveness of
external assistance.

The Conference noted that in Africa and some developing countries, the finance industry
has tended to focus largely on the development ofbanking institutions while non-bank financial
institutions and capital markets are given less attention and therefore, were little known to the
broad population and even to policy-makers. This trend is, however, fast changing in many
developing countries, with increased global awareness of the importance of the capital market
in boosting ,economic development. With the realization of the adverse consequences of
over-reliance on debt vis-a-vis equity financing (made vivid by the debt-crisis of the 1980s),
most developing countries now promote capital markets along with money markets.

It was against this background and as a result of two conferences respectively held in Abuja,
Nigeria in November 1992 (hosted by the Securities and Exchange Commission of Nigeria in
collaboration with the African Development Bank) and in Nairobi, Kenya in August 1993 (in
conjunction with the Kenyan Capital Market Authority) that the African Capital Market Forum
was being established. A draft constitution has been prepared at a meeting held in Addis Ababa,
Ethiopia under the auspices of the United Nations Economic Commission for Africa on 13 and
14 December 1993. The initial five-man steering Committee was expanded into a Promotional
Executive Committee (PEC with the ADB and IFC as additional members). The PEC will
oversee the establishment of the Forum till its launching at an international conference on a
capital-market-related theme in the second half of 1994.

7
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The Conference called for collective efforts by African countries in developing strategies
for the mobilization of resources for Africa's development. Africa should adopt collective
approaches in dealing with international issues of importance to Africa. Furthermore, African
countries were called upon to effectively utilize existing financial institutions in Africa.

Some delegations observed that orthodox structural adjustment programmes did not yield
sustainable development in Africa and conditionality for access to resources of multilateral
institutions and donors appear to have bcen intensified and expanded.

The Conference welcomed the creation of the proposed African Capital Markets Forum and
called upon the UNECA to assist African countries in formulating strategies and policies and
in launching operations for mobilizing resources in Africa and promoting South-South cooper
ation as well as in attracting foreign direct investment.

The Conference also called for concrete proposals to be made for improving mechanisms
for mobilizing resources for Africa's development process. Accordingly, development banks
in Africa should be reinforced as well as other financial intermediaries. Africa should rebuild
and/or strengthen its financial intermediation capacities for development financing as in many
other regions. The "revamped" banking systems (mainly composed of foreign banks) were
more inclined to finance short-term or speculative activities rather than development-oriented
activities and that they are supported by high-interest rate policies in this direction. Some
delegations emphasized the importance of strengthening rural and development banking
institutions in Africa to enhance financial intermediation. The example of the role ofrural banks
in Bangladesh was cited.

The Secretariat was informed about the meeting of the ad-hoc working group set up under
the Sustainable Development Committee on Environment which would be meeting in New
York from 28 February to 2 March 1994 in order to identify and mobilize the additional and
new, domestic and external public and private financial resources necessary for implementing
the decisions and recommendations contained in Agenda 21. UNECA was accordingly,
encouraged to participate in that meeting and to use the outcome of the deliberations of the
working group to help African countries mobilize resources.

It was the view of the Conference that the debt problem needed to be dealt with effectively,
if Africa is to attain sustainable development. Furthermore, Africa needed to adopt measures
that will result in self-sustained financing of development as advocated in the "Strategies for

Mobilization of Resources for the Financing of Africa's Development in the 1990s" and its
emphasis on domestic measures for mobilizing resources. Delegates stated that financing

development in Africa through debt-creating flows had partly been one of the factors that gave
rise to the African debt problems. On development of capital markets in Africa, the meeting

observed that unless the African people began to have confidence in their countries, many will
continue investing abroad and accordingly capital flight out of Africa will continue. Building
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an enabling environment which will attract both domestic and foreign investors is, therefore, a
prerequisite for the development of capital markets in Africa.

The Conference observed that capital flight out of Africa remains an important obstacle for
the mobilization of resources for development in Africa. The issue of the impact of creation of
free trade zones in Africa on fiscal revenues and national industries of individual African

countries was raised.

The Conference welcomed the suggested establishment of the African Capital Markets
Forum and acknowledged the role capital markets can play in mobilizing resources for
development. However, concerns were raised as regards to how small-scale investors can be
protected from being crowded out by larger investors in capital markets and in the same vein
how national investors can be shielded from domination by foreign investors.

The Conference appreciated the proposals made by the UNECA secretariat for enhancing
resource mobilization in Africa. There is need to expand intra-African trade; increasing
value-added to Africa's exports of raw materials and primary products; as well as increasing
technological transfers within Africa. Furthermore, attention was drawn on the implications
for Africa ofthe recently concluded Uruguay Round ofmultilateral trade negotiations. Regard
ing the case study on Senegal, the Senegalese delegation stated that formal comments would
be communicated to the Secretariat in due course.

(c) African Development Financing

The Conference noted the discussions that had taken place at the meeting of the Intergov
ernmental Group of Experts on the problem of financing development in Africa and endorsed
the conclusions and recommendations of the experts on this agenda item.

The Conference suggested that the newly established AFREXIM Bank should support the
execution of counter-trade deals by setting up a system of guarantees to back up the counter
trade commitments. Likewise, it was suggested that an information unit to promote intra-re
gional trade be established within the AFREXfM Bank with a view to facilitating trade
exchanges and the exploration of new market opportunities.

Some delegations provided some examples of pragmatic steps currently undertaken by their
governments for trade promotion such as payment facilities, facilitation of access to foreign
exchange for economic operators, export incentives, trade financing, etc. Furthermore, it was

pointed out that in spite of domestic efforts to expand trade with other African countries, the
level of intra-African trade was still quite dismal. It was indicated that this was due not only to
insufficient trade financing mechanisms, but, more importantly still, to the cost of transport, the

limited structure of trade due to low production and triangular trade. The case ofAfrican goods
having to be shipped to Europe first and then reshipped to other African countries was cited.
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The Conference concurred with the need to improve the transport communications infra
structures among African countries in order to reduce the transaction costs ofintra-African trade.
Additionally, it was indicated that other significant factors that will promote intra-African trade
include political and currency stability in the region. Similarly, the rapid removal of custom
tariffs among African countries; trade fairs and the strengthening of clearing and payments
arrangements as well as inter-bank correspondence agreements could help reduce the use of
hard currencies in trade transactions. Furthermore, it was also indicated that the harmonization
of accounting standards among African countries needs to be emphasized.

The intensification of intra-regional cooperation was urgently needed so as to internalize
financial flows through increased intra-regional trade. It was noted that for this to happen the
existing regional groupings ought to be strengthened. Trade liberalization should be part of a
four-prong integration process including physical integration (transport and communications
infrastructures), the development of production to generate surpluses for trade and policy
coordination - operators ought to be closely associated to the process and informed on facilities
offered within regional integration arrangements.

(d) Africa and the International Monetary System

The Conference also took note of the discussions on the issues ofAfrica and the international
monetary system that had taken place at the meeting of experts and the conclusions reached.

The Conference was of the view that the future EMS and the adoption of the EeU as the
European currency would expose African countries to a series ofexternal shocks. Furthermore,
a number of developments had taken place in recent years in international relations which pose
both opportunities and challenges for Africa. These developments include: the recently
concluded Uruguay Round of multilateral trade negotiations; increased momentum towards
regionalism, particularly in Europe, North America and Asia-Pacific; reforms in Eastern Europe
and the former Soviet Union; as well as globalization of economic transactions. In the financial
field, there have been significant developments in terms of linkages between major capital and
money markets and the evolution of a number of new instruments for international savings.
The rapidity of resource flows among major capital and money markets has rendered some
traditional monetary policy instruments obsolete.

The Conference noted that many of these developments are likely to result in a significant

shift in international relations as new alliances are created and old ones discarded. Whether
Africa becomes a beneficiary will, to a large extent, depend on its capability to adjust to such

developments and more importantly its ability to create strategic alliances as new international

trade and economic relations are created. Furthermore, many of the developments make it
imperative that Africa accelerate its process of economic and monetary integration. The
creation of the North American Free Trade Area (NAFTA), the entry into force of the European
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Union (EU) and closer efforts at integration in the MERCOSUR and in the Asia-Pacific region,
all point to the need for Africa to integrate its disarticulated economic space.

Africa remains the weakest region in international economic relations, mainly because of its
fragmented economic space. Accordingly, for the continent to achieve political and economic
importance there is need for cooperative efforts and more importantly to move rapidly towards
integrating African economies.

The Conference observed that one immediate effect ofthe recent evolution in the CFA Franc
area with the creation in West and Central Africa of economic and monetary unions is the
emergence of two antagonistic integration processes within both ECOWAS and ECCAS, the
U.E.M.O.A and the Economic and Monetary Community of Central Africa (CEMAC) being
based on an extroverted pattern along the lines of the Franc Zone. Unless ways and means to
harmonize these communities are found, the situation might result in a major setback in regional
cooperation and integration arrangements in West and Central Africa and more specifically in
the implementation of monetary and financial integration programmes in the two subregions.

B. Discussion Forum on the "Problematique of Financing Development in Africa"
(agenda item 5)

Introductory statements under this agenda item were delivered by the Secretariat; the
Vice-President of the African Development Bank, Mr. Lounes; the Secretary-General of the
United Nations Conference on Trade and Development, Mr. Kenneth Dadzie; the Deputy
Director General ofthe General Agreement on Tariffs and Trade, Mr. Jesus Seade; and the Chief
Economist, Africa Region, of the World Bank, Mr. lshrat Husain.

The Secretariat highlighted issues central to the Problematique of Financing Development
in Africa and pointed out that the current financial crisis is one of the major problems facing
Africa. The financial crisis in Africa was structural in nature and was due to Africa's failure to
bring about a meaningful transformation of its economy and thus to build up relative self-sus
tained financing capacities. Any solutions to the crisis should therefore, address this structural
problem and direct resources to growth-generating activities that would bring about transfor
mation. Stability and security as well as appropriate policy framework and adequate financial
intermediation capacities in both the banking and non-banking financial sub-sectors were
identified as the main determinants of financial flows.

The current resource flow outlook, stems from declining ODA flows, decreasing export
incomes as the result ofdepressed commodity markets and unfavorable terms oftrade, declining
commercial flows as the result of the debt overhang and stagnating multilateral net transfers.
The debt overhang was a major obstacle to the mobilization of resources and requires urgent
solutions. Africa needs to build up competitiveness through enhanced productivity and effec
tive diversification of productive activities in order to reap benefits expected from the recently
concluded GATT accord (Uruguay Round). The current financial outlook was a paradoxical
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one. While Africa is longing for resources, multilateral agencies such as the World Bank and

the European Development Fund insist that funds that have been mobilized for Africa remain
undisbursed and unutilized (this is the case for about 50 percent of the World Bank's resources

as well as funds accumulated under Lome Conventions). Reasons for this situation should be
discussed to determine whether the situation was due to cumbersome procedures or luck of

capacities in Africa for the effective utilization of these resources.

The Vice-President of the African Development Bank, Mr. Lounes, stated in his remarks on
the "Problematique of Financing Africa's Development" that Africa continues to experience an

economic and social crisis as population growth continues to outstrip economic growth and

thereby producing a continuing decline in per capita incomes. Furthermore, the continent
continues to experience an escalation in the debt burden which, apart from diverting resources

from productive purposes, is a disincentive for foreign direct investment flows.

The overall growth performance of the African economies in recent years remained a source
of concern as the continent lagged behind other developing regions. According to estimates
made under its five-year operating plan by the ADB Group for the period 1992-2001, the

financing requirements of Africa would amount to about US$ 140 billion a year at 1990 prices,

growing at an average rate of5.5 percent per year. Assuming that the average domestic savings
rate was 15 percent per year, rising to 18 percent in the year 200 I, the share of Africa in such

financing would be about 60 percent or US$ 80 billion. The US$ 60 billion remaining would
have to be mobilized from external sources in the form of fresh borrowing and debt-relief.

Clearly, if the African economy was to resume growth on a sustainable basis at a rate higher
than the growth rate ofthe population, African countries should take the initiative in certain key

areas. As a matter of urgency, they must restore confidence in order to attract more investment

from domestic and external sources. A judicious macro-economic policy, in the broadest sense,
must be pursued as a matter oftop priority. For that to happen, sectoral reforms and adjustment
would need to be deepened and consolidated particularly with regard to the diversification of
financial intermediation so as to facilitate the mobilization of savings and investment funds.

Unfortunately, most of the financial intermediation systems in Africa had deteriorated to such
a point that they would have to be rehabilitated for the sake of greater efficiency. The excessive

debt burden continued to seriously inhibit investment which had dropped sharply in recent years.

It was particularly urgent for Africa to be granted effective and appropriate debt relief.

Under the circumstances, the intermediation and catalytic role of development finance

institutions such as the African Development Bank became ever more important. It would be

particularly encouraging for the on-going consultations for the seventh replenishment of the

African Development Fund (ADF-VII) to be successful and be reflected in a substantial amount

ofabout US$ 4 billion as compared to the 6th replenishment which amounted to US$ 3.4 billion.
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The challenges were formidable but were certainly not insurmountable given determined
and resolute effort by the international community and by African countries themselves.

The Deputy Director-General of GATT, Mr. Jesus Seade, made a statement on "Africa and
the Uruguay Round." His statement addressed African dissatisfaction with certain elements of
the Uruguay Round results. At the outset, Mr. Seade pointed that the Uruguay Round was a
response to existing problems impeding the effective functioning of the multilateral trading
system. The main result of the Uruguay Round was, therefore, the strengthening of the
multilateral trading rules and the system for settling trade disputes. More than any other
participants in the negotiations, it is small and medium sized nations, such as those in Africa,
that need fair and effective rules to benefit substantially. Another by-product of the Uruguay
Round will be the boosting ofbusiness confidence in industrial economies, which are the largest
markets for African exports. Additionally, the package of agreements in the Uruguay Round
also provides for the phase-out of the Multi-Fiber Arrangement, resulting in potential benefits
for African countries.

Mr. Seade then addressed specific concerns of African countries such as the elimination of
agricultural subsidies in industrialized countries, pointing out that these will be carried out
over-time. This, he added, will allow for a supply response by African producers, reducing
agricultural dependency and easing the demand for scarce foreign exchange. Similarly, because
preferences such as GSP and the ACP, although less so, also are limited and tend to contribute
to over-concentration on exports of commodities, Africa should not overlook the general
benefits of quota elimination and the potential for diversification of Africa's productive base
and the expansion to broader export sectors and markets.

Finally, he indicated that by accepting the rules and disciplines of the new World Trade
Organization, Africa will send a signal to international businesses about its commitment to
reforms. These would stimulate foreign direct investment by creating an enabling environment
leading to an enhanced investment climate. Africa should endorse the ratification process to
accomplish the transition from GATT to WTO. The GATT stands ready to provide technical
cooperation services and support to African countries.

Mr. Kenneth Dadzie referred to recent trends in international lending and official develop
ment assistance (ODA) flows, indicating that ODA still accounted for nearly 90 percent of all
flows to Africa in 1992. The target of 0.7 percent of GNP has not been achieved by most
developed countries with the exception ofNorway , Sweden, Denmark and the Netherlands. He
stressed that direct aDA flows to Africa need to be made more predictable and continuous, in
support of the adjustment process, Stable, predictable and continuous aDA flows would also
help improve the climate for foreign direct investment flows. He felt that time had come to
rethink development assistance bearing in mind that, in the new global environment, such
assistance should concentrate on the range of tasks for which there is no alternative form of
financing from domestic or private sources. Donors, should also strive to improve the quality
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of ODA flows by reducing conditions such as aid tied to specific imports and local currency
contributions. Lastly, the impact of ODA could also be enhanced through improved aid
coordination inviting donor agencies and recipient countries, he added.

The Secretary-General of UNCTAD offered ideas for consideration by the Conference of
Ministers. Firstly, he recalled UNCTAD's resolution on debt relief promoting the unilateral

cancellation ofODA debts. Although $10 billion had been canceled, he indicated that $30 billion
still remained. In this regard, he stressed the need for the Paris Club to widen the application

and scale of debt reduction schemes. For example, he mentioned the proposal of the Nordic
countries for an 80 percent cancellation of debt as a step in the right direction. He stressed the

need for bcller coordination between tile Paris Club and donor Consultative Groups. Further
more, he added that much coordination would make it easier to act on debt problems at an early

stage and to monitor the additionality of debt relief. The effectiveness of debt reduction
operations would be enhanced if these were undertaken in one sweep instead ofrepeated small

scale operations. The recent Tokyo Summit had helped focus world attention on Africa's debt
problems; however, he pointed out that the end result had not gone beyond a confirmation of
the validity of current debt strategies.

With regard to Africa's commercial debt, he pointed that although this amounted to only IS

percent of the 'debt of Sub-Saharan Africa, the accumulation of arrears on this type ofdebt was
having a serious negative impact on urgently needed trade financing. While many African
countries, such as Niger and Mozambique, have reduced their commercial debt through the use

of buy-back operations, only Nigeria had benefitted from commercial debt reduction schemes
under the Brady Plan. In this regard, he called upon the international community to encourage

and facilitate commercial bank debt reduction through moral suasion and appropriate regulatory
and tax provisions. Likewise, he called for the expansion of the IDA Debt Reduction Facility.

Mr. Dadzie pointed to the rapid growth ofthe multilateral debt, stressing that in overall terms,
it now accounted fur 25 percent of total external debt and 40 percent of total debt service

payments in Sub-Saharan Africa. This had sharply reduced net financial transfers from
multilateral financial institutions. The situation called for substantive increases in net transfers,
the need to replenish IDA at higher levels, the replenishment of tile ADB and the continuation
of the ESAF. To alleviate the multilateral debt burden, he proposed for consideration a special

SDR allocation and/or the sale ofIMF gold to finance multilateral debt relief in the context of

agreed structural adjustment programmes.

Mr. Ishrat Husain, the Chief Economist, Africa Region in the World Bank in making his

contribution to the Discussion Forum stated that his presentation would focus primarily on three

areas: World Bank activities in Sub-Saharan Africa; the issue of resource transfers in Africa;

and the African debt problem, particularly in the context of multilateral debt.
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The World Bank Chief Economist stated that some of the criticisms leveled at the World
Bank as regards diminished resource flows to Africa were rather unjustified, particularly since
they did not take into consideration the shift that had occurred in some African countries which
had become eligible to IDA resources as opposed to IBRD resources. Secondly, many African
countries were still benefiting from IDA resources and Africa continued to absorb between 45
and 50 per cent of alt World Bank annual disbursements under this facility. Furthermore, Mr.
Husain stated that lending should have a development impact and therefore emphasis purely on
resource flows can be rather misleading. He indicated that the Bank now pays more attention
to project performance and therefore there have been qualitative changes in Bank lending.

Furthermore, the Chief Economist stated that accusations against the World Bank that it
provides less resources to productive investment in Africa and more towards support of
structural adjustment programmes were also not supported by actual facts. Statistics showed
that 75 percent ofBank lending, on an average, was for productive projects in agriculture, human
resource development and infrastructure. Furthermore, as regards the financing of Africa's
resource gaps he stated that, for those countries undertaking strong economic reforms pro
grammes, most of their funding needs have usually been satisfied.

On the issue of the African debt programme, Mr. Husain said that with the exception of a
few African countries, the debt problem in Africa is not one of cash flow but rather a problem
ofdebt overhang and its consequent impact on African countries credit worthiness. The solution
to the African debt problem, therefore, lies on a combination of good economic policies and
debt relief which wilt remove debt overhang. On multilateral debt, he stated that this was not
considered a problem by the Bank as long as solutions to Africa's bilateral and commercial debt
could be found. He stated that Africa was still a recipient of large positive net resources flows
from IDA. Furthermore, he was of the view that for some African countries (for example,
Ethiopia and Mozambique) the debt to the former Soviet Union and Eastern European countries
was more important than that to the Paris Club.

The Discussion Forum on the" Problematique of Financing Development in Africa" arrived
at a general over view of the problems facing the African region and preventing utilization of
human and finaneial resources for development. Several participants reflected inter-alia on the
general burden of Africa's debt; negative impact of declining terms of trade; the over depend
ence and over-reliance on the production and export of primary commodities; and the problems
posed by lack of domestic confidence in African economies. The exhortation by UNECA'
Executive Secretary for Africa to shoulder its responsibilities and retake the reigns of its destiny
was accepted and welcomed by the ministers.

The Ministers also suggested a number of areas in which the African region should channel

its attention and coltective energy. Generally, it was suggested that Africa has to strive towards

creating an enabling environment for economic development. This is essential to rebuild
domestic confidence in the region. Africa's appeal for assistance were to no avail unless the
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basic conditions for the establishment of domestic confidence are present. Once entrepreneurs
and investors, either domestic or foreign, are sure that Africa is safe and profitable, there would
be no need to be convinced to invest in Africa. It was generally agreed that the development
of Africa's human capacity should be given the highest priority in order to capture and utilize
technological developments for the benefit ofAfrica. This would also reduce Africa's reliance
on foreign technical assistance and contribute to increase Africa's absorptive capacities.

More specifically, the Ministers reflected on the need for price and exchange rates stability
in Africa; the task of increasing food security and the need for adopting a concerted approach
to bargaining for debt relief. The region has to concentrate on the mobilization of domestic
resources while recognizing the need for external resources to playa supplementary role. More
specifically, the Ministers called for a deeper reflection on the problem ofcapital flight in Africa
and ways and means to stop this hemorrhage.

It was suggested that technical assistance should focus more on Africa's rural areas to
promote small-scale industry. Likewise the ministers called on the African Development Bank
(ADB) and the Africa Export and Import Bank (AFREXIM Bank) to promote linkages among
African producers and exporters. African countries were urged to examine the development
lessons and successful experiences from Asia and other developing regions. Most importantly,
African people were called upon to redouble their individual efforts beyond mere subsistence
and move towards the production of tradeable surpluses in order to foster general economic
growth.

VI. Statement by Professor Mohamed Sadli, Special Envoy of
President Suharto, President ofIndonesia and

Chairman of the Non-aligned Movement (NAM)

Professor Mohammed Sadli, the Special Representative ofHis Excellency President Suharto
ofIndonesia and Current Chairman of the Non-Aligned Movement, registered sincere appreci
ation of his delegation for the invitation to attend the Fifth Conference of African Ministers of
Finance. He indicated that this may be the first time a delegation from South East-Asia has
attended a UNECA Conference at a Ministerial level. This, he added, shows an emerging trend
of the times. He stated that he was here in the capacity of a member of an advisory group to
the President of Indonesia, H.E. Mr. Suharto, assisting him in the discharge of his present
function as Chairman of the Non-Aligned Movement. Accordingly, he was not only repre
senting Indonesia directly but also was here to observe things for the interest of the Non-Aligned

Movement.

The representative stated that in 1992 there was a Summit of Non-Aligned Movement in
Jakarta and at that Summit Indonesia assumed the Chairmanship of the Movement. Further

more, the Summit produced a number of resolutions which mandated the chair to carry out
certain activities. One resolution related to the resumption of the so-called North-South
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dialogue on the basis of mutual benefit and not confrontation; the second related to stepping up
of South-South Co-operation. President Suharto during his first year in office as Chairman of
the Non-Aligned Movement has made a number of initiatives already. The most prominent

probably was his intervention at the G-7 Summit in Tokyo in July 1993, where he managed to

meet personally with the majority of the delegates to the Summit and delivered two massages.
One was a memorandum to the leaders ofthe G-7 called "An Invitation to Dialogue," and another

was a "Memorandum on Urgent Actions on Bilateral, Multilateral and Commercial Debt of
Developing Countries." President Suharto has appointed seven people in a team to help him to

find a solution or resolution to the problem of debt overhang and its impact on economic and

social development.

In the Tokyo Intemational Conference on African Development (TrCAD) one resolution

pointed out that the experience of the dynamic countries of East and South-East Asia could be
relevant to the development of African countries. In this context, the UNDP with the Govern
ment ofJapan, together with the Government oflndonesia, are preparing a series of "Asia/Atrica
Forum Seminars" as follow up to the Tokyo International Conference on African Development.

The first Seminar will be held in Indonesia at the end of August 1994 where the topical issues

will cover Human Resources and Institutional Development, Enhancing Productivity in the
Agriculture Sector, Financing Development, and Establishing Modalities of Development

Co-operation between Africa and Asia.

In the mean time, President Suharto feels obligated to continue his efforts to do something
about the debt problem of many developing countries, beyond his intervention in the Tokyo

G-7 meeting in July 1993. The Chair of the NAM is making good use of the resources of the

South Centre in Geneva, which is an offshoot of the South Commission chaired by former

President of the Republic of Tanzania Julius Nyerere. Professor Sadli stated that it was in this

respect that his colleagues are preparing an initiative ofPresident Suharto as Chairman ofNAM

to organize a meeting in Jakarta at the political level (Ministerial) to discuss the debt problem
and to what extent Indonesia could offer its experience on the management of debt-and-devel
opment in a policy dialogue. He stated that there may be another opportunity for the chair of

Non-Aligned Movement to make an intervention, or at least a submission, during the forthcom
ing G-7 Summit in Italy in July 1994.

VII. Other Business (agenda item 7)

Under this agenda item, the President of AFREXIMBANK, Mr. c.c. Edordu, presented a
paper on the establishment of the Bank which is based in Cairo, Egypt and would start its

operations soon. He indicated that during the first General Meeting of Shareholders held in

October 1993, in Abuja, Nigeria, the AFREXIMBANK Charter was signed. During that

meeting, the shareholders mandated an intensification of membership mobilization efforts in

Africa and elsewhere. With that mandate in mind, Mr. Edordu provided an up-date on the
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status of the AFREXIMBANK and provided other information to facilitate the decision by

African countries to join as shareholders.

The President presented ajustification for establishing the AFREXIMBANK. He pointed
out that Africa's import compression was a direct consequence of the shortage of foreign

exchange. Efforts to maintain import levels through favorable trade financing and increased

exports through investing and diversifying Africa's export base had not succeeded. This was

due, inter-alia, to the debt overhang; increased country risk levels; reduced access to and

increased cost of credit. Prospects to boost intra-African trade, currently at a mere 5 percent

oftotal African trade, remained bleak due to problems ranging from political to socio-economic
and, most importantly, because of the lack of an institutional arrangement for financing
transactions as well as effective payment and clearing arrangements, he added. However, he
indicated that various analyses had shown that, potentially, intra-African trade could reach 20
percent of total African trade if constraints were eliminated.

The institutional gap in financing necessitates the establishment ofan African Export-Import

Bank, he added. Efforts by many African countries undertaking macroeconomic adjustment
programmes linked to export development have been frustrated due to insufficient funds to

support export activities. Estimates of African trade financing needs have come out with
figures in excess of$IO billion US dollars annually. Sourcing this level of financing may be

quite difficult at the individual country level. Mr. Edordu stressed, therefore, that the AFREX
1MBANK has the potential for mobilizing these resources at a much lower cost.

He then presented the objectives, structure and operational modalities of the AFREXIM

BANK. This institution was conceived as a specialized international body operating commer
cially and providing financial services in support of intra and extra African trade in goods and
services. The Bank was mandated, inter-alia, to extend direct credit to eligible African exporters

for pre-and-post-shipment finance; extend indirect short-term credit; promote and finance
intra-African and south-south trade, non-traditional exports and export-generating imports.

Additionally, the Bank will issue letters of credit; promote the development of a market for
bankers' acceptances and other trade documents; provide trade insurance and guarantee
services; provide support to payment arrangements; carry out market research; and carry out

banking operations and borrow funds. In summary, the Bank will provide credit, risk bearing,
trade information, export advisory and other ancillary services in support of African exporters

and importers.
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The AFREXIMBANK was conceived as a three-tier structure: a General Meeting of
Shareholders; a 10 member Board of Directors; the President and staff. As the Bank was
designed to be a mixed public/private entity operating commercially, three classes of share

holders were established to raise authorized capital of US$ 750 million: 35 percent of issued
capital for category'A' consisting ofAfrican states; up to 40 percent ofcapital for category 'B'

comprising African private investors and African financial institutions (private, public, or

mixed); and up to 25 percent of capital for category 'C' comprised of international financial

institutions and economic organizations, non-regional banks and other non-regional public and

private investors. As of October 1993, total subscriptions to the capital of the Bank totaled

US$467.8 million. Of this amount, the 39 current shareholders of category 'A' accounted for
64.6 percent of subscriptions; the 56 shareholders of category 'B' accounted for 33.8 percent;

and the 7 shareholders in category 'C' accounted for 1.4 percent of subscriptions.

The President added that AFREXIM's goal is to focus on financing African exports ofgoods

and service with significant value added elements and financing export-generating imports.

While the Bank will strive to provide import financing at lower cost than other sources, high

credit standards will be emphasized when considering proposals. All operations will be
denominated and repayable in US dollars and other convertible currencies. Likewise, a policy

of taking a certain percentage of cash collateral deposit on trade credits will also be adopted.

The AFREXIMBANK is expected to start its operations with short-term lending of 3 to 5
years concentrating on high yield returns and profitability. This will enable the Bank to
accumulate resources that it will need when it starts getting involved in more risky lending areas.

With this strategy, the AFREXIM will try to avoid the problems faced by the Latin American

Export Bank (BLADEX) which had its asset quality impaired by financing risky projects and
activities early on. Thus, the AFREXIMBANK's short term activities will involve the

confirmation of letters of credit; self-liquidating post-shipment advances and acceptances; and

trade information services. In the medium/longer term, when sufficient reserves have been

accumulated, the Bank will include pre-shipment financing; guarantees and export credit
insurance; merchant marine financing; linking different payment arrangements; financing the
establishment of export processing zones; and the promotion of tourism.

The Chairman of the meeting welcomed the presence of the President of AFREXIMBANK
and thanked him for the valuable information provided to the Ministers. The Executive

Secretary of UNECA joined the Chairman in recognizing the contribution of Mr. Edordu and
expressed the general aspiration of all African countries for the success of this new African
institution.
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Also under this agenda item, the Enlarged Ministerial Committee of Libreville on the
Creation of an African Monetary Fund met in a closed door session under the Chairmanship of
the Minister of Finance of Gabon. The Committee took note of a "progress report" prepared
by the UNECA Secretariat. The Committee was convinced that an African Monetary Fund
would have an important catalytic role in the process of African monetary and financial
integration. Although recognizing that the establishment of an African Monetary Fund was a
political decision of African Heads of State and Government, it was regretted that more
significant action at the technical level had been slow. Therefore, the Committee urged the
Joint Secretariat ECA/ADB/ACMS/OAU to update the feasibility study on the establishment
of an African Monetary Fund, carried out in 1984, in order to capture new developments and
formulate new recommendations. The Committee requested that this updated report be made
available at the Sixth Session of the African Conference of Ministers of Finance.

VIn. Date and Venue for the Next Conference of
African Ministers of Finance (agenda item 8)

The Conference ofMinisters decided that its Sixth Session would be held in 1996 in Maputo,
Mozambique on a date to be determined.

IX. Adoption of the Report and Closure of the Meeting (agenda item 9)

The Conference adopted its report and four resolutions as annexed.

In his concluding remarks, the Executive Secretary of the United Nations Economic
Commission for Africa expressed his personal satisfaction with the positive way the Conference

had assessed the situation and the problems of the region. He indicated that a meeting to be
held in Marrakesh, Morocco in April 1994 would offer an additional opportunity to assess the

implications for Africa of the post-TICAD meeting; the implications of NAFTA and the
European Union; as well as the repercussions for the continent of the recently concluded
Uruguay Round of multilateral trade negotiations. He urged African countries to become
substantially involved in the negotiations to replace the GATT with the World Trade Organiz
ation (WTO).
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The Executive Secretary stated that in view ofthe importance of the conclusions reached by
the Conference and the urgency ofthe problems facing the region, consideration should be made
for holding Extra-ordinary meetings of the African Ministers of Finance in the periphery ofthe
Annual General meetings ofthe Board ofGovernors ofthe IMF/World Bank which are attended
by nearly all Ministers of Finance. The Executive Secretary informed the Ministers of the next
UNECA Conference of Ministers Responsible for Economic Planning and Development to be
held in Addis Ababa, Ethiopia from 2-4 May 1994, and in tandem with the commemoration of
the Thirty-Fifth Anniversary of the establishment of the Commission. Finally, the Executive
Secretary expressed his appreciation to the President, Prime Minister and the Minister ofFinance
of the Gabonese Republic for the excellent facilities provided for the Conference and for the
support staff

The Chairman of the Meeting, the Minister of Finance of Gabon. stated that Gabon was
pleased to contribute to the efforts to find ways and means to address Africa's development
problems. He indicated his appreciation for the frankness ofUNECA's Executive Secretary
in addressing Africa's problems. Africa cannot continue to suffer under this excruciating debt
burden; therefore, all efforts have to be applied to reduce Africa's debt burden. To this effect,
he stressed the need to strengthen Africa's close relationship with its donors. Africa's huge
economic potential gives hope for the mobilization of resources for development. However,
the region must rely more on its own human resources, he added.

In closing, the Chairman endorsed the proposal made earlier by the Executive Secretary of
holding a meeting of Ministers of Finance in the periphery of the Annual General meetings of
the IMF/World Bank.
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ANNEX I

Resolution on the Treatment of the Debt of African Countries

The Conference of African Ministers of Finance,

CONCERNED by the rapid growth of Africa's external debt,

DEPLORING the severe burden that debt servicing imposes on the resources of African countries, thereby
mortgaging the future of their development financing,

NOTING that the impact of the debt burden is the same in all African countries and that indebtedness is more a
question of solvency than of liquidity,

COGNIZANT of the structural nature of the debt and convinced that without securing the growth and develop
ment of debtor countries and making sure that the programmes financed are viable there can be no lasting
solution to the debt problem,

CONSIDERING the high cost of debt negotiation and restructuring and of the guarantees required lor private
debt conversion under the Brady Plan,

RECALLING the African Common Position on Africa's External Indebtedness adopted by African Heads of
State and Government in 1987,

RECALLING that the recent Tokyo International Conference on Africa's Development (TICAD) provided fresb
hopes for a resolution to the African external debt crisis,

CONSIDERING further that proposals have been made and initiatives taken to address the debt problem of the
developing countries and yet the African debt problem persists,

1. Requests creditor countries to take concrete steps for the effective implementation of
recent initiatives for the cancellation of bilateral debt or its conversion to finance
development programmes and that, in this regard, the Paris Club should, in line with
the recent proposals of certain creditor countries, extend its operations to the total stock
of bilateral debt and to all African countries;

2. Further requests creditor countries and institutions to makc sure that their eligibility
criteria take economic conditionalities only into account;

3. Appeals to the World Bank and the International Monetary Fund to strengthen their
existing debt reduction facilities and to create other facilities which would be accessible
to all African countries;

4. Requests the multilateral funding agencies and the development partners of Africa to
provide concessional assistance and/or such guarantees as would facilitate the restruc
turing of private debts under the Brady Plan;

5. Invites the international community to continue to support the efforts of African
countries to promote growth and increase their credit-worthiness for the purpose of
finding a lasting solution to the African debt problem;
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6. Requests all African Governments and their partners in development to ensure
meaningful follow-up to and an expansion of the goals set forth during the Tokyo
International Conference on African Development;

7. Calls upon the Secretary-General of the Organization of African Unity, the Executive
Secretary of the United Nations Economic Commission for Africa, thc President of the
African Development Bank, the Secretary-General of the United Nations Conference
on Trade and Development and the Director-General of the African Centre for Mon
etary Studies to continue supporting African countries by way of strengthening their
debt management and negotiation capacity.

8. Invites member States to establish a database to control external borrowing so as to
guarantee the economic viability of projects covered by such borrowing and make sure
that the revenue generated will cover the servicing of the debt incurred,
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ANNEX II

Resolution on the ProbJematique of Financing the
Development Process in Africa

The Conference of African Ministers of Finance,

HAVING deliberated extensively on the problems facing African countries in mobilizing resources to finance
Africa's development process,

TAKING note ofthe significant international political and economic changes that have taken place and which are
exerting significant pressure on African countries to adapt to such developments,

CONCERNED about the decline in recent years of Official Development Assistance (ODA) resource flows and
the unclear outlook for future trends,

CONSCIOUS of the difficulties African countries face in effectively utilizing resources made available to them
because of problems having to do with disbursement and the conditionalities attached to such resources,

CONSCIOUS of the need to develop intra-regional cooperation and to promote intra-regional financial flows;

AWARE that mobilizing adequate resources to finance sustainable development in Africa requires raising
domestic savings and attracting foreign direct investment,

FURTHER CONSCIOUS of the need for African Governments to create the enabling environment needed to
attract private investments from both within and outside the continent,

CONCERNED with the weak and deteriorating financial intermediation capacities in most African countries,

CONCERNED with the need to arrest and reverse capital outflows resulting, inter-alia, of capital flight from
African countries,

1. ~ African countries to persevere in their efforts to attain sustainable development
through the implementation of sound economic reforms and the efficient utilization of
resources at their disposal and to work towards the development and diversification of
their commodities while promoting their local processing, increasing technology trans
fer and the improvement of transport and communications facilities and promoting
intra-African trade.

2. Calls upon member States to intensify their efforts for the creation of the necessary
enabling environment for the effective mobilization of domestic and foreign resources;

3. Further calls upon African countries to intensify efforts to improve the institutional
framework needed for effective financial intermediation in their countries including the
revitalization and expansion of the banking systems and the development and effective
use of regional financing institutions and to expand the economic role of these institu
tions, taking into account the impact of fresh borrowing on economic growth and the
balance-of-payments position.
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4. Welcomes the establishment of the proposed African Capital Markets Forum as an
avenue for promoting the creation of effective capital markets in Africa and enhancing
the operations of the existing ones within appropriate institutional and legal frame
works;

5. Calls upon the donor eommunlry and multilateral organizations to assist Africa in its
development process not only by increasing concessional flows but also by re-orienting
such flows in support of sustainable development;

6. Requests the Executive Secretary of the United Nations Economic Commission for
Africa, the President of the African Development Bank, the President of the African
ExportJImport Bank and the Secretary-General of the Organization of African Unity
to continue to assist African countries in devising and formulating appropriate strategies
for mobilizing domestic and external resources for the financing of Africa's develop
ment, facilitating trade and promoting the use of clearing arrangements.
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ANNEX III

Resolution on the Impact of Devaluations on the African Economies

The Conference of African Ministers of Finance,

AWARE of the need for African countries to adopt appropriate macro-economic policies needed to create an
enabling environment for sustainable development, including appropriate exchange rate policies,

TAKING note of the sharp and uncoordinated currency devaluations in the continent and more specifically ofthe
recent devaluation of the eFA Franc,

CONCERNED about the adverse economic and social effects of sharp and drastic currency devaluations on
African countries of the region and on their prospects for economic growth,

FURTHER AWARE that such devaluations are no panacea in the search for solutions to the economic problems
of African countries,

AWARE of the negative impact of uncoordinated devaluation on intra-regional cooperation and integration,

1. ~ the African countries to devise measures that would guarantee the stability of
their currencies and coordinately use more appropriate exchange rate management
policies and techniques providing incentives for the effective mobilization and use of
resources and enhanced competitiveness;

2. Calls upon the international community to assist in mitigating the sncio-cconomic impact
of recent brisk and massive devaluations in the continent including thc devaluation of
the CFA Franc;

3. Furhter calls upon the creditors of African countries concerned to provide adequate
debt relief within the framework of development assistance so as enable countries
concerned to mitigate the impact of the debt service burdeu on their development
programmes;

4. Invites the multilateral institutions, especially the International Monetary Fund and the
World Bank, to critically examine the efficacy of abrupt and drastic devaluations in
African countries, in the light of structural rigidities in the economies in the continent
and particularly the continuing decline in prices of commodity exports of interest to
Africa; and to adopt effective measures for coping with these problems;

5. Calls upon the Executive Secretary of United Nations Economic Commission for Africa,
the President of the African Development Bank, and the Secretary-General of the
Organization of African Unity, working in collaboration with other organizations, to
undertake a critical evaluation of the impact of the recent currency devaluations in the
continent including that of the CFA Franc on the African countries and to propose
appropriate measures for avoiding such adverse effects.
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ANNEX IV

Resolution on the Establishment of an African Monetary Fund

The Conference of African Ministers of Finance,

RECALLING the Lagos Plan of Action, more particularly, the decision to create an African Monetary Fund,

RECALLING also the establishment of the Enlarged Ministerial Committee of Libreville,

TAKING note of the progress report on the establishment of an African Monetary Fund,

1. Reaffirms its commitment to work towards the effective establishment of the proposed
African Monetary Fund;

2. Mandatss the Executive Secretary of the United Nations Economic Commission for
Africa, the President of the African Development Bank, the Secretary General of the
Organization of African Unity and the Director-General of the African Center for
Monetary Studies to continue with the studies needed to bring the proposed African
Monetary Fund into being and to report the progress thereon to the Sixth Session of the
Conference of African Ministers of Finance.
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