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GBNERAL PRESENTATION
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PRESIDENT OF THE AFRICAN DEVELOPMENT BANK



During the last IMF/IBRD joint annual meetings held in
Washington in September 1972 the African Dèvelopment Bank
distributed a note which outlined the purposes and possible
objectives of the African Ministerial Conference, the holding
of which was the subject of a declaration by the Board of
Governors of ADB during the Eighth Annual Meeting held in Algiers
from 17 to 21 July 1972. The Bank considered it opportune to
take advantage of the presence of most of its Governors and other
interested personalities in Washington and obtain their views on th
objectives of the proposed Conference.

This initial effort to throw light on the subject by
means of a preliminary document was perfectly understandable in
that, in spite of the short time ADB had between the Algiers
meeting of July and the IMF/IBRD meeting of September, the
urgency of the monetary problems made it essential for the Bank
to endeavour, in this special field, to demonstrate the full
bearing of the Algiers declaration by highlighting the urgent
need for our States to elaborate a common platform.

It is evident that the international monetary crisis
should not however make us forget the other problems posed bythe development of Africa.

The approach therefore as in the monetary field, will be
to identify all problems requiring common action by our States
within the framework of an African development strategy.

It cannot be denied that the many obstacles to our
development stem ultimately from political considerations and
that political decisions are required to remove these obstacles.



This applies to the prices of our primary commodities, the
restrictions placed on the growth of our markets in the developed
countries, to the financial resources available for development,
including aid in all its forms etc.

It is understandable that the developing countries should
have hoped for a great deal from the negotiations during ÙNCÎAD III
in Santiago. Unfortunately, as stressed by the Secretary General
of UNCTÀD while assessing the results before the Trade and Develop¬
ment Bòard meéting held in Geneva last October, the results are

meagre.

All problems relating to trade will be subject of fresh
negotiations as from 1973 between the developed and the developing
countries. These will take the form of multilateral trade

negotiations. Similarly, monetary negotiations will be conducted
within the IMF and its Committee of Twenty.

In addition to the two types of negotiations mentioned
above we should also give some thought to the discussions Which
will undoubtedly be taking place between our countries and those
of the EEC. Such discussions are inévitable, because of the
strong links that exist between the two parties and particularly
because of the repercussions to which Africa will be subjected as
a result of current changes in the European scene such as the
extension of the Common Market and the moves towards monetary
integration. There is also the need to evolve a new approach for
the promotion of economic co-operation and integration among
African countries.
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The purpose of this document therefore is to help highlight
the elements which should constitute a consoa African platform for
future negotiations whose outcome'will probably determine our
economic fortunes for several decades tó cone.

But in a world in which ail actions should take.place -within
concentric circles of solidarity» it is not superfluous to recall
that however legitimate an African stand on the problems of develop¬
ment may be, pur decisions should be in line with the interests of
all developing countries, as I have repeatedly, str«e»edúpn numerous
occasions.

In accordance with the terms of the declaration adopted by
the Board of Governors, ABB was to contact various institutions that

might be prepared to assist in the organization of the Conference*
Thee© contacts have been fruitful and we are today assured of their
active collaboration.

Following the various consultations it is now envisaged
that the Ministerial Conference will take place in Abidjan during
the second half of April 1973.



INTRODUCTION

1. In his statement to the Eighth Meeting of the ADB Board
of Governors held in Algiers from 17-21 July 1972, the President
of the Bank began by outlining the various problems of the African
countries relating to the state of their development and then
recapitulated the constructive proposals made by ADB particularly
in Santiago, Chile, in an attempt to contribute to the search for
solutions to development problems. After analysing the inter¬
national monetary crisis and stressing the need for a common

African position on the reform of the international monetary system,
he submitted that the current discussions on that subject constituted
"a unique opportunity for the developing countries to make their
viewpoints heard to ensure that the reformed monetary system serves
the interest of all". Then referring to recent monetary develop¬
ments in Europe, he urged that the African countries "should fully
appreciate the implications of such developments and should be able
to put forward a common viewpoint before the international community".

2. Taking up an idea which ADB had already launched during
UHCTAD III in Santiago, Chile in the spring of 1972, the President
then proposed the holding of an African monetary conference with
the prime aim of examining, in the light of the results of the
negotiations at UNCTAD III, the possible implications for the
African countries of the various proposals for the reform of the
international monetary system, thereby enabling the African
countries to adopt a common stand in the best interest of all. Such
a conference should then, he explained, lay the foundations for
African monetary co-operation and the removal of obstacles to the

growth of intra-African trade.
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3. The Governors welcomed this proposal with enthusiasm and
adopted a Declaration calling for an African ministerial conference
in the following terms:

1) A ministerial conference of African States should be
held with a view to:

a) elaborating a common platform with respect to the
results of UNCTAD III and to the action to be

taken in the light thereof, with particular
reference to the recent developments in the inter¬
national monetary field;

b) examining and recommending practical ways and means

of eliminating monetary and other obstacles to the

development of inter-African trade.

2) ADB should explore with OAU, UNCTAD, IMF, ECA, the
Association of African Central Banks and other competent
African bodies the possibility of jointly preparing and
holding the African ministerial conference at the

earliest possible date.

4. The ADB Board of Governors' Declaration endorsing the
proposal by the President of the Bank thus gave expression to a wide-
felt desire in that it confirmed an idea already expressed by ADB
in its paper to UNCTAD III in Santiago as well as a resolution of
the OAU Heads of State and Government adopted in Rabat in June 1972.

5. In the document that was circulated after the Board of

Governors' meeting and which dealt mainly with the monetary crisis,
ADB replied to the objections occasionally expressed regarding the
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risk of duplication owing to the existence of other African
organizations also concerned with questions to be tackled by African
ministerial conference.

ó. In that connexion, the Bank cited the examples of the
developed countries and the Latin American countries ï the former
usually co-ordinate their viewpoints in their own organizations
before participating in meetings with the developing countries; and
the latter have indicated, through their dynamic regional approach
that although solutions to development problems should aim at
justice for all the developing countries, yet they should be based
on regional realities. The ADB document also endeavoured to stress
the prime need to provide regional logistic support for African
representatives in the various international organizations who, if
they are to act more effectively and respond more promptly, need
guidance by way of definite and specific recommendations emanating
directly from the political authorities of each of the African
States.

7. The overwhelming support given to the Bank's initiative by
the organizations common to all the developing countries, namely
the Group of 24 and the Group of 77 clearly demonstrated that a
regional approach far from conflicting with these countries' interest,
constituted a realistic and effective safeguard.

8. With respect to the negotiations that are expected to take
place shortly between the African countries and the developed
countries, while a distinction can be made between trade matters
and monetary issues, the current trend is to discourage excessive
specialization by the major international organizations and to call



for co-operation and co-ordination between the various appropriate
bodies:

- The IMF Committee of 20 is capable of considering
both monetary problems and related issues.

- GATT like UNCTAD could deal with trade matters as

well as monetary problems.

- The principle of constant co-operation between the
Managing Director of IMF, the Secretary-General of
UNCTAD and the Director General of GATT has been agreed upon.

9. Nevertheless, in spite of the foregoing, in order to
facilitate the conference, we have decided to separate the trade
matters to be negotiated within GATT from the monetary issues, to
be solved through negotiations with IMF. Relations with the
European Common Market countries, in the light of Africa's economic
and monetary integration target, will fee the third main subject
studied.

10. A common African platform for future international negotiation?:to be conducted in the light of the results of UNCTAD III, could be
appositely defined by highlighting the concrete measures which the
African countries should jointly adopt and defend with a view to
achieving the following three targets:

- Co-ordination of the viewpoints of the African countries
in preparation for future multilateral trade negotiations
and negotiations on development financing and related
issues.
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- Adoption of a common Afriôan stand on the reform of the
international monetary system.

- Strengthening regional economic co-operation and
integration in the light of current changes in Europe.

11. Each, of the three targets will be dealt with in a different
chapter of this document.
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FIRST PART

CO-ORDINATION OF AFRICAN VIEWPOINTS

IN PREPARATION FOR FUTURE MULTILATERAL TRADE NEGOTIATIONS AND

NEGOTIATIONS ON DEVELOPMENT FINANCING AND RELATED MATTERS
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I. MULTILATERAL TRADE NEGOTIATIONS

12. Giviiig an assessment of the results of UNCTAD III before
the Trade and Development Board which net in Geneva from 3 to 8
October 1972, the Secretary General of UNCTAD stressed, among
other things, the failures of the conference in many fields which
are vital for the African countries.

i) Dealing first with the problem of marketing commodities,
he said that everybody seemed to agree that the conference did not
achieve any concrete results in Santiago with regard to the
marketing of commodities.

ii) Then, referring to the results of the negotiations on
access to the developed countries' markets for primary products
from the developing countries and on pricing policies, he said
that the open and categorical admission that it was impossible to
make progress in the discussions on the access to markets and on

pricing policies (two decisive factors affecting the volume of
export revenue of the developing countries and their ability to
implement their development plans) could only be regarded as a
serious failure on the part of the Santiago conference.

iii) Later, speaking about aid and debt problems, he added
that the total failure to achieve any valid results in Santiago
on the question of development aid was all the more regrettable
since it was now obvious and indisputable that, unless there was

a sudden improvement in the situation, there was 'little likelihood
of the minimum targets fixed in the international development
strategy for the volume of development aid being attained before
the end of the second UN development decade - whereas the date

originally set for those targets was 1975.



He added that one of the most serious shortcomings of the
Santiago conference had been its inability to deal properly with
the debt problem.

13- In view of the very limited results of UNCTAD III and of
the developed countries' proposal that multilaterla negotiations
be conducted under the auspices of GATT from the beginning of 1973
onwards, the African countries should prepare themselves carefully
for these negotiations, bearing in mind the following factors.

.... '
-, ' -.j , . •>" •• I '

14. The general aim of these multilateral negotiations seems
to be to eliminate barriers to international trade so that the
latter can expand and contribute to the growth of the world economy.
However, no particular targets, techniques, or terms have been
clearly defined and this has led the developing countries to declare
that they would abstain from the negotiations so long as these
points remained unclarified. The African countries should there¬
fore start at once, on the process of defining their positions on
the specific targets, techniques and terms of the multilateral
trade negotiations, at least insofar as the products of vital
importance to their economies are concerned, because these
fundamental issues will be discussed by the conference from the
very outset.

IS- For example, the view seems to be gaining ground that the
series of attempts to reach long-term agreements on individual
commodities, as in the case of cotton, may lead to ppor results
which may even compromise the positions of certain, developing
countries and have a deleterious effect on further negotiations,
whereas an attempt to deal globally with all commodities might help
to avoid these drawbacks.
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íó. Far-reaching liberalization measures designed to pronote
the growth of world trade as a whole could have adverse reper¬
cussions on the African countries, individually or collectively.
These countries should therefpre give prior thought to the stand

.

. •

.they should take in connection with the proposals which the
conference is liable to adopt and the compensations they should
claim.

17. In order, to co-ordinate their positions, the African
countries would be well advised to prepare in advance a joint list
of proposals regarding the types of non-reciprocal concessions
and preferences they expect from the developed countries as
measures necessary for their development.

18. The specific needs of the less-developed countries and the
landlocked countries should be carefully defined and unanimously
defended before the international community by all the African
countries.

19. The factors that have impeded the negotiations on cocoa
should be highlighted in such a way as to enable the African
States to consider what measures they should take to hasten the
signature of this long awaited agreement.

''

. ' •«? l-f:! '•> _

20. More generally, the ministerial conference should make
concrete proposals about methods of stabilizing the prices of
primary products from African countries.

21. In particular, the conference should prepare a prioritylist of African commodities requiring urgent intervention on the
part -of IBRD and IMF for the establishment of buffer stocks.



22. Because of the need to proceed as quickly as possible
•

ï • • '

with the diversification of African products, the World Bank
could be invited to contribute in close collaboration with regional

J" ;

development banks by giving priority to all integrated projects
which result in African agricultural products and raw materials
being processed in Africa.

23. In order to improve the export revenues on which most
African economies depend, the conference should define concrete
measures likely to help promote African exports to the developed
countries. UNDP and the developed countries could be asked to

co-operate, especially with regard to standardization and quality
control and training in marketing techniques.

24. In view of the fact that the prices of most African
products are affected by market fluctuations and the policies
pursued by the big international firms, the African States would
be well adivsed to adopt a common stand on all these problems.

25. Although in theory the generalized system of preferences
should help the African countries to obtain substantial advantages
as they begin to set up" their own industries, these advantages may

be seriously compromised by the non-tariff barriers erected by
some developed countries against the penetration of their markets
by finished and semi-finished African products.

26. The conference should therefore prepare a comprehensive
list of non-tariff barriers which prevent African products from
entering the markets of the developed countries with a view to

requesting the elimination of such barriers.
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27. The UNCTAD Secretariat has already demonstrated the harm
done to the development efforts of the developing countries by
restrictive trade practices. These practices are sometimes per¬
petrated by multinational companies and firms whose only aim is
to protect their own selfish interests. In order to spotlight
such practices it was recommended that a full-scale study be
conducted by a special group of experts. In the special case of
the African countries, an exhaustive list of all restrictive trade
practices liable to impede African trade and development should be
compiled as a basis for discussion of the measures to be taken in
this regard.

28. Given the foregoing facts, the African countries should
prepare sets of recommendations for the next session of the
Committee on Commodities, that of the Committee on Manufactures
and that of the Special Committee on preferences.

29. Finally, the whole question of trade relations with the
socialist countries deserves careful study.

r. NEGOTIATIONS ON DEVELOPMENT FINANCING AND RELATED MATTERS

30. The present international economic situation makes it
essential to co-ordinate all activities relating to the multi¬
farious aspects of development financing in Africa.

31. As the ambiguity inherent in the concept of aid is the
source of many a misunderstanding, some clarifications need to be
made. But, the African countries should go beyond the question
of concepts and definitions; they should propose practical measures
for inproving the volume and quality of aid since it is extremely
unlikely that the targets set in the International Development
Strate y will be reached.
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32. Given the important role of private capital in Africa's
development, the ministerial conference could probably help to
determine ways of ensuring that private foreign investment is
used in accordance with the national priorities of the African
countries, thus maximizing its positive effect on development.
The Conference should also attempt to define a policy conducive to
the mobilization of internal resources for development purposes.

33« The external debt of the developing African countries, the
related servicing charges and possible remedial measures should
all be examined with a view to the ultimate .adoption of appropriatei.

reçommendations, which, once implemented, could eliminate some of
the obstacles to development.

34. Special consideration should, however, be given to the
adverse effects of certain terms and conditions of loans and to
the causes of the increased debt servicing burden, with particular
emphasis on inflation in the developed countries and the recent

monetary upheaval that has altered the pattern of fixed parities.

35. Consideration should also be given to the conditions and
effects of suppliers' credits as well as to thè possibility of
obtaining such credits on concessionary terms, for instance, by
recourse to the Special Drawing Rights along the lines suggested
by OECD.

v

36. Sixteen countries in Africa are among those recently
identified - on the basis of rather debatable criteria - as the
least developed in the world. However, the Conference could
suggest improved criteria that would make it possible for African
countries whose present situation requires special treatment to
be included in the list.
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37- In view of the many land-locked countries in Africa the
Conference should consider the scope of the special measures

designed to assist them and the "least developed", propose

improvements where necessary and, in any case, support the
implementation of those measures without delay.

38. However, other African countries are dependent on the
sea for many of their resources. Means of effectively protecting
such resources, to which they have a legitimate claim, should be
discussed and their right to use such resources for development
pruposes should be safeguarded.

39. The African countries could also express their views on

thé possibility of creating under international law an economic
zone outside the limits of their territorial waters and over

which they would have recognized legal rights so as to be able to
exploit the resources judiciously for the benefit of their
peoples and to ensure protection against pollution.

40. The rights of the landlocked African countries to the
economic zone, and the conditions f.or their participation in
exploiting the resources, should be studied and determined in
the light of their special status.

41. Furthermore, the African countries should evolve a common

stand with regard to the recent proposals for international
exploitation of the resources of the sea bed and ocean floor.

42. As maritime transport conditions and current freight-
rates considerably limit the African countries1 earnings from
their commodity exports, the Conference should consider measures
for minimizing Africa's over dependence on the merchant fleets
of the developed countries.
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43. In the light of their experience, the African countries
should make proposals to the advanced countries about measures

designed to develop the tourist industry in Africa and to

implement this insurance and re-insurance projects.

44. In the light of the experience of the developed countries
in environmental matters and the measures they contemplate taking,
the Conference should adopt recommendations designed to reconcile
Africa's development needs with the necessity for environmental
protection.
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SECOND PART

AFRICAN POSITION ON THE REFORM OF

THE INTERNATIONAL MONETARY SYSTEM
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I. EFFECTS OF THE RECENT INTERNATIONAL MONETARY CRISIS ONTHE ECONOMIES OF THE AFRICAN COUNTRIES

45- In the discussions of the forthcoming reform o£ the inter-
national monetary system, African countries should pay careful
attention to the consequences for their economies of the crisis
of the Bretton Woods system. These consequences are described
below.

46. Generally speaking, the experience has shown that whenever
there have been par value changes or flotations affecting one or
more of the currencies of their trading partners, African countries
have been obliged to accept the consequences or make policy adjust¬
ments. These policy changes, forced on them by exchange rate
decisions invariably taken without their consent or knowledge,
were certainly not all compatible with the African countries' own
internal economic needs and have almost always upset the scales
of priorities they had established.

47. More specifically, the international monetary crisis which
terminated in the realignment of the major currencies in December
1971 and in the recent floating of the pound sterling has hadserious consequences for the African countries as wqll as for theother countries of the developing world. The incidences of these
par value changes on their economies have been adequately elaborated,principally in the studies and documents produced by the UNCTADSecretariat, and can be presented in summary form as fôllowss

- deterioration in terras of trade resulting from
the fact that, relatively speaking, tlje average
prices of imports rose more sharply than those
of exports;
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- a redistribution of world"reserves in favour of
the developed countries and a diminution of the

purchasing power of the reserves held by the
developing countries;

- an increase in the developing countries' real
burden of amortization of their external debt.

48. However, in their trade with developed areas, African
countries as a group effectively depreciated their currencies by
an average of only 2.2 per cent as compared with an average of4.8 per cent for all developing countries as a consequence of the
monetary realignment of December. This lower depreciation rate
was achieved by many of their currencies remaining pegged to the
pound sterling or the French franc so that they appreciated
substantially in relation to the U.S. dollar.

49. Even though the above classical consequences of paritychanges and variations are nothing new, the recent monetary
crisis and the general realignment that followed have emphasizedtheir importance because of the sudden and complete disruption of the
exchange rate structures of the African countries.

... f,

50. In view of the foregoing, African countries will have to
press for the creation of a system of permanent guarantees againstlosses arising from exchange rate variations of the currencies ofthe developed countries in the new international monetary system.They should also try to evolve defence mechanisms which will
enable them to prepare in advance for the unexpected or unaccept¬able consequences that could ensue from greater flexibility in thenew system.
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51. If the various reform plans and suggestions, put forward
after the recent crisis by the majority of--the ■ dev-èlopëd countries
is any guide, the new international monetary system is likely to
contain more elements of flexibility than the Bretton Woods system.
This flexibility, which could take the form either of more

frequent adjustments of parities accompanied by narrow margins
of fluctuation or of a substantial widening of the margins of
fluctuation themselves, could give rise to a great deal of
instability and uncertainty.

52. From the point of view of the African countries, this
instability will have undesirable effects on a number of their

policy objectives. Firstly, frequent variations in the exchange
rates, as a result of realignment of par values or of floating
of the dominant currencies to which African currencies are pegged
will inhibit the growth of intra-African trade. Secondly, they
will hamper the development of regional or sub-regional monetary
integration, an objective which can best be fostered within the
framework of fixed exchange rates of African currencies with very
narrow margins.

53. In addition, the established patterns of external trade
of the African countries mean that frequent- exchange .rate changes
will have still more harmful effects on their development and on

ï-their ability to plan ahead, unless some elements of stabiliza¬
tion are built into the system.

54. The need for defence mechanisms becomes yet more obvious
when we consider that failure to advance quickly towards a new

international monetary order may lead to the creation of monetary
clocks between the developed countries and result in less multi¬
lateralism in international trade and monetary relations. If this
should happen, these blocs may very well intensify the present
monetary division of Africa.
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II. THE POSITION OF AFRICAN COUNTRIES IN RELATION TO
THE REFORM OF THE INTERNATIONAL MONETARY SYSTEM

55» One of the fundamental problems of the forthcoming
international monetary reform is that of procedure, namely in
what forum the consultations and negotiations on matters pertaining
to the reform should take place in order to arrive at the final
decisions.

56. African countries have already expressed their support for
the establishment within IMF of an ad hoc Committee of the Board
of Governors on Reform of the International Monetary System and
Related Issues and this committee was set up during the IMF Annual
Meeting held in Washington in September 1972.

57. In the first instance, the African countries will have to
devote the utmost attention to anything relating to this Committee.
It will have a key role in the design of the future international
system, since, its mandate is to make proposals to the 3oard of
Governors, and these proposals are all the more likely to win
acceptance as the first twenty rarmfoerss of the Committee will
be IMF Governors, who will subsequently select their associates.

58. In order to guarantee their full and effective participa¬
tion in the negotiations and consultations concerned xvith the
reform, African countries should emphasize not only their numerical
representation on the Committee but also the way in which the
African viewpoint will be mobilized and presented if, as appears.,
likely, there is again little homogeneity of representation.

59. Concerning the question of numerical representation of the
African countries on the Committee of Twenty, the resolution of
the Board of Governors on the subject states that each member of



the Fiznd that appoints an executive director and each group of
members of the Fund that elected an executive director on or after

the date on which the last regular election took place shall

appoint one member of the Committee, who shall serve until a new

appointment is made.

60. By dint of applying the foregoing principle, and as was

to be expected, African representation ivithin the Committee has
remained a mixed representation. Consequently, the African
countries will henceforth, in their own interest, have to devote
their attention more and more to co-ordinating and defending their

viewpoints on the reform of the monetary system within the
Committee.

61. One of the ways of achieving the objective of adequate
and effective representation would be to ask the members of the
Committee representing African countries, regardless of whether

they are African or non-African, to keep in permanent contact not

only with the monetary research centres of the developed countries
but also with those of the African countries. Furthermore, the

proposed African JAiiii sieria Ih.-Caanétenen -w®u'Lialenablife- the African-

countries to consider the possibility of creating new institutional
facilities or developing the existing ones as platforms for

establishing a common African position on the reform and operation
the international monetary system.

62. Failing the existence of an African forum expressing the
African viewpoint on the reform of the international monetary
system, the African members of the Committee, who will, in fact,
be representing groups of African countries, will encounter
difficulties in deciding on their line of action, since they will
not have the essential support of a real reference position at the
regional level.
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63- In framing a common African position on the reform of the
international monetary system the proposed African Ministerial
Conference would have to pay attention to a number of key questions,

namely:

i) the adjustment mechanism and process for dealing
with payment imbalances in the new system;

ii) the machinery for issuing and distributing inter¬
national liquidity;

iii) the link between liquidity creation (especially
the SDRs) and development finance on concessional

terms;

iv) the need to protect African economies from the

adverse effects on the income they derive from
primary commodities of unexpected fluctuations in
the currencies of the developed countries.

64. The answers to these questions should be considered within
a .framework which gives priority to regional and sub-regional
economic integration in Africa.

65. As has been mentioned in paragraph 51 of this memorandum,
it would appear that the new international monetary system will
probably contain provisions for more flexibility and consequently
more built-in elements of instability than the Bretton 7Joods system.
In other words, frequent realignments in the exchange rates Of the
major currencies may be. increasingly used as a permanent instrument
of economic policy. The African countries may not wish to oppose
thxs trend towards greater flexibility of the international monetary
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system in spite of the increasing instability to which it may give
rise. Nevertheless, the negative effects of such a situation on
their efforts to achieve monetary and economic integration at the
regional or sub-regional levels should be realized, and adequate
precautions should bo taken to eliminate or at least decrease
these undesirable side-effects. On this point in particular, the
outcome of the proposed Conference may be decisive for the develop¬
ment of African countries. In short, if monetary and economic
integration and the development of intra-African trade arc to be
given the priority they deserve as policy objectives, African
countries will have to begin to think and plan together on this
major issue.

66. In connexion with the machanism of issuing and distributing
international liquidity, serious consideration should be given to
the relative roles to he assigned to gold, SDKs and reserve
currencies. If gold is to continue to play an important, albeit
diminishing, role in the new system, African countries may wish
to support the idea that windfall gains made as a result of eventual
increases in the price of gold fhould be taken into account in the
allocation of additional liquidity within the IMF so as at least to
compensate those whose relative shares in world reserves have been
adversely affected. This point is an important one considering
the fact that the share of developing African countries in the
world stock of monetary gold is very low and any creation of
additional liquidity through a revaluation of gold will automatically
leave them still worse off in the process.

67. Whereas the creation and allocation of conditional liquidity
depends on the gold subscription, which in its turn depends on a
country's natural endowment of gold or or. its foreign exchange
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earnings, the creation of unconditional liquidity should be
arrived at by international agreement in which due regard would
be paid to the requirements of each country or category of country,
although the creation of such liquidity should not be unlimited in
scope or without charge. This would appear to foe the most equitable
approach.

68* African countries have to be aware of the fact that, in
addition to contributing to the decisions on the creation of
additional. liquidity with some form of link, they can play an

effective part in decision-making on the volume of liquid assets
to be created within the general IMF system. They should therefore
discuss the concepts behind quota-fixing, as well as the rules
governing the creation of liquidity. In fact, by starting from
the size of the quotas as they stand at present, or once they have
been re~assessed, they could make proposals for allocating
liquidity by a formula which, while differing from that adopted
at Bretton Woods, would be just as rigorous.

69. In the special mechanism designed to create and allocate;
international liquidity, the African countries should insist on the
conditions already stressed by UNCTAD, namely that the mechanism
should meet the needs of development and thereby relate short-term
liquidity to the need for long-term resources for-development
financing.

70. Concerning the question of establishing a link between
SDRs or other international Reserve Units and development financing,
there appears to be a need for clarification since contradictory
conclusions can be drawn from the studies on the whole concept of
the link and its capacity to achieve its objective currently being
conducted by various international organizations and agencies.
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71. In order to make the holding of fiduciary reserve assets
as attractive to the monetary authorities as the holding of
currency reserve assets which carry higher interest rates, an
effort should be made to narrow the differential. Additional
SDRs or International Reserve Units could be created for this
purpose.

72. If, as is expected, the role of reserve currencies is re¬
duced while that of SDRs or the new International Reserve Units
increases, the problem of funding and consolidation of the balances
of existing reserve currencies will arise. African countries will
have to study the various proposals put forward regarding the
funding of dollar balances, especially the UNCTAD proposals, and
may wish to suggest other procedures that would also take the
interests of the developing countries fully into account.

73. More particularly, because of the important role played by
primary commodities in our countries' export e*rnings, the future
IMF machinery should make provision for the possibility of extending
buffer-stock financing for primary commodities.

74. Similarly, compensatory financing should be adjusted and
made flexible so that it can be applied not only to products
governed by production cycles or linked with fluctuating external
demand but also to more complex cases involving the products of
developing countries which are not always subject to automatic
reversals of cycle.

75. In conclusion, the proposed African Ministerial Conferem e
could make a significant contribution to the search for solution -

to the different problems raised by the reform of the internatif ial
monetary system in the interests of the world economy as a whol
and the economies of the countries of Africa in particular.
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THIRD FART

STRENGTHENING REGIONAL ECONOMIC CO-OPERATION

AND INTEGRATION
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I. CONCRETE PROPOSALS DESIGNED TO REMOVE MONETARY AND OTHER
OBSTACLES TO INTRA-AFRICAN TRADE

76. Although, in some areas, intra-African trade is inhibited
by non-nonetary obstacles, generally speaking the most serious

handicaps to the growth of such trade are of a monetary character.

However, since the monetary divisions in Africa depend to a large
extent on the situation and trends in Europe, it is clearly in
the interest of the African countries to start by following
closely what is happening in Europe so as to be in a position to
plan requisite action accordingly.

77. In addition to the recent developments mentioned above

regarding the international monetary system, a number of major
economic and monetary decisions have been taken or are planned
in Europe. These are bound to have far-reaching consequences
for the rest of the world generally and for the majority of
African countries in particular. Particularly important in this
connexion are the projected enlargement of the European Economic
Community to include Britain and the steps taken by the ESC to
achieve its goal of full monetary union within a decade or so.

7o. The entry of Great Britain into the Common Market at the

beginning of 1973 will have at least the effects outlined belqw
and the African countries will have to pay careful attention to
them from now onwards:

l) Great Britain will first have to call a halt

to the floating of the pound sterling. Hence
a new gold parity will have to be fixed and this
in itself will have direct consequences for the
African countries.
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2) ..The sterling area itself will undergo further

far-reaching changes and a number of African
countries will have to review their monetary

strategy.

3) Once Britain has adopted a new monetary policy,
which may bear some resemblance, for instance, to
the French two-tier system, it ivill be more difficult
to predict the consequences for Britain's African
partners than would be the case in the Franc sone,

where common exchânge control is in force.

4) More African countries will seek some form of

relationship with the Community and will aim at

varying degrees of associate status. The enlarged
EEC will accordingly continue to be the main partner
of the African countries in respect of trade, invest¬
ment and aid.

« ' ; ... ! * ■ ....

79• The effects of the enlarged Common Market on the structure
of -trade, investment and aid inasmuch as they are of major impor¬
tance for Africa, should be studied.

80. The mere fact of an improvement in European monetary
co-operation could have significant consequences for Africa.
Such a situation could arise if, failing a global solution to the
reform of the international monetary system, the Common Market
countries were to adopt gold as the basis for their system or if
all their currencies were to float together against the dollar.
What then would be the reaction of the African countries and what

measures would they take? Many other such questions could be
asked about the situation of the African countries, which would
find themselves confronted with a world divided into monetary
blocs. The fact is that the countries of Africa have to ask

themselves all these question and endeavour to find answers to then.
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01. However, over end above nere monetary co-operationj witn
the recent decision by the Heads of State and governments who net
in Paris in October 1972» the African countries should anticipate
European monetary integration which is scheduled to be achieved oy
1980.

82. In the event of the proposed European monetary union
being achieved, with jointly managed and centralised international
reserves of the member countries and a common European currency,
the African countries then maintaining monetary arrangements with
the individual countries of the enlarged EEC will have to re¬

negotiate arrangements for themselves. Clearly, it X'/ould be
undesirable for the African countries concerned to wait until this
situation has arisen before beginning to think about the course they
should adopt. If they do not plan ahead, they will find themselves
having to take impromptu decisions on the future of their monetary
relations - decisions of the type the ESC countries themselves
arrived at only after more than a decade of hard thinking, nego¬
tiations and planning.

83. This point having been made, it would appear most
desirable for the African countries to begin to analyse the
possible effects of the integration moves in Europe on their future
monetary relationships, both with Europe and between African coun¬
tries themselves. It is essential, therefore, for the various
African monetary groupings to start a serious dialogue on this
important issue, both between themselves and with the dominant
currency countries of the enlarged EEC. The proposed African
monetary conference would be an exceptional opportunity for ini¬
tiating an inter-African dialogue.

84. The African countries should not -lapse into the error of
believing that the monetary integration of Europe will automati¬
cally mean that they will achieve parallel monetary integration.
They should therefore give priority to arriving at integration
through their own efforts.
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II. REGIONAL ECONOMIC CO-OPERATION AMD INTEGRATION

85, Since the strengthening of economic co-operation and the
promotion of regional integration are priority targets for the
African States, the Ministerial Conference should ain at aciopting
measures designed to achieve these targets in accordance with the
decisions of UNCTAD III and especially resolution 48 (IuJ-).

86. As producers of primary commodities which encounter
specific difficulties in the international markets, the African
countries may wish to define ways and means of stimulating regional
co-operation, especially the following fields:

a) basic research and the marketing policies for
primary commodities;

b) diversification of primary products;

c) transport and marketing, sea transport and
freight rates;

d) exchange of information on regional outlets.

87• More specifically, they nay decide to fix a definite
programme for the building-up of a regional transport and
communication infrastructure, and consider the means of implementing
such a programme.

88. In industry, concrete steps may be defined and adopted
with a view to making better and fuller use of regional resources,

especially skills and technological know-how.

89* Experience will make it possible to recommend measures

for co-ordinating industrial activities when development clans
are being prepared.
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90. More specifically, the co-ordination of overall economic
policy should make it possible, in the preparation of investment
codes, to ensure that excessive efforts designed to attract the
financing needed for development plans are not rendered sterile
by excessive competition.

91. Because of their special impact on development and
economic integration, movements of tourists from one country to
another could be encouraged and the preparation of joint programmes
for the development of tourism could be considered.

92. In order to render more effective the commitments of the
international community towards the less developed and landlocked
African countries the conference may, in a spirit of regional
solidarity and in conformity with the objective of regional inte¬
gration, take steps to attenuate the inequalities in development
in Africa and promote co-ordinated development of the region as a

whole.

93- In order to overcome the obstacles to the growth of intra-
African trade and strengthen regional co-operation, the African
countries could select various forms of monetary co-operation from
a v/hole range of techniques.

94. However, the obstacles inhibiting the growth of intra-

regional trade are not exclusively monetary in character. The
studies to be carried out v/ill suggest concrete measures directed
towards removing all obstacles in accordance v/ith the declaration

adopted in Algiers.

95» With a view to giving effective force to the undertakings
made by the group of 77 to strengthen co-operation betv/een the

developing countries, the African countries should specify the means

of developing trade and co-operation betv/een developing regions.

96. They nay also take the opportunity of adopting an effective

policy for improving co-operation with the developed regions.



Annex I

ADB/BG/VIII/DEC

DECLARATION ADOPTED BY THE EIGHTH ANNUAL MEETING OF THE

BOARD OF GOVERNORS OF THE AFRICAN DEVELOPMENT BANK

THE BOARD OF GOVERNORS,

CONSIDERING the limited results achieved at the Third

UN Conference on Trade and Development;

CONSIDERING the further deterioration of the international

monetary situation and its adverse repercussions on the economies
of developing countries in general and of African countries in
particular;

TAKING Into account the declaration adopted by the Ninth
Conference of African Heads of State in Rabat (12-15 June 1972)
concerning the holding of a ministerial conference of the group
of 77 with a view to appraising the implications of UNCTAD III and
defining further action to be taken by the group (document
CM/Cttee C/ST.I (XIX));

RECOGNIZING the need for defining a common African position
on the various issues involved and for eliminating monetary and
other obstacles to the development of inter-African trade:

DECLARES that:

1. a ministerial conference of African States should be

held with a view to:
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a) elaborating a common platform with respect to
the results of UNCTAD III and to the action

to be taken in the light thereof, taking into

account, in particular, the recent developments
in the international monetary field;

b) examining and recommending ways and means of
eliminating monetary and other obstacles to
the development of inter-African trade;

2. the ADB should explore with OAU, UNCTAD, IMF, EGA, the
Association of African Central Banks and other competent
African bodies the possibility of jointly preparing and
holding the African ministerial conference at the earliest
possible date.



AFRICAN DEVELOPMENT BANK

AFRICAN MINISTERIAL CONFERENCE

Abidjan, to May 1973

TENTATIVE AGENDA

1. Assessment of the results of UNCTAD III as they affect Africa

2. Harmonizing African viewpoints for multilateral trade
negotiations

3. Harmonizing African viewpoints for negotiations on development
financing and related subjects

4. Common African platform on the reform of the international
monetary system

5. Consideration of measures likely to remove the obstacles to
inter-African trade and to strengthen regional co-operation.




