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”DMMITTEE oF THE ASSCCIATION OF AFRICAN CENTRAL . BANKo HELD -IN
- DARmESnSALuAM ON 6 MAY . 1971

1. Before proceeding to thé'azenda, the Chairman, WMr. N.egwa expressed

~ his pleaSJre that all the Central Banks were so'well represented, .Mr. Mtei.

also welcomed the Governors to Tanzanla and hoped that they would enjoy
their v151t, . - . . | _ : o

Ze - Mre Ra&otavao expressed regret over the absence of simultaneous

translation for the benefit of the Frenchwsgeaklng delegates. It was

" agreed that in future eflorts w111 be made to .have. simultaneous. translation

facilities but for the moment Mr. Beejadhur offered to translate . for the:
French-speaking delevatea where neceasury. ' :

Ttem 1 — Adoption of agenda .

3. The provisional agenda was adopted.

: 1:‘-:3‘?1_.:1 679

Item 2 — Confirmation of minutes of the first meeting held in Nairobi on

- 1y May 1570
k. The minutes were oonfirmed sﬁbject to the followingngorreétionsz

(é)" Vip « Mutagamba‘s name in the llst -of. those present" had the .
: MM omltted' - . _ : | . O

(b)””The‘lést sentence on page 1 to read "The meeting also noted that
among the disadvantages inkerent in a bilingual course was that
__ participants will flnr it difficult to exchange experiences among
"Tthemselvec and w111 not therefore be able to learn fr0n each
' other ea31ly“- o

"(c_)'._'_: Malawi's GNP. growth rate - Item 3(a) - should read "y fper cant"
S lnstead of "5 per cent". . ‘ e

.-
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Item 3 ~ matters arising from the minutes.

o "

© Staff — Training and exchange of visits by depértmental heads

K

Be ir . W'nnsse Lemna reported thot the first centr:1l banking course
organized by the Assoeiction of African Central Banits in Lagos in
October-~November last year went an very well, The official report on the
course had already come out, and was being mailed. The report raises
certain points such as costs, but these would be discussed at the plenary
meeting of the Assocldtlon at Rabat in oeptembera

6. Mr._Obel reported on the course organized by the three East African

ceritral banks in Kampala in May 1970 in which staf{ from some other central
banks in the .sub-region also’ participated. He said that the B;nk of Uganda
endeavoured to give the participants-a wide range of lectures ana part of
their training included visits to many places, including commercial banks.
The course proved popular and selection had had to be restricted.

7+ The Chairman reported that the costs of: the éaurse'were‘met”joinfly'
by the three East African Central Banks and that the next eourse w1ll be
held in Nairobi in 1972 and invitations will go out in due course. '

8. Mr. Gondwe observed that participants from his bank had benefitted
very much. He thanked the East African Central Banks for arranﬁin5 such
an excellent ' course and suggested that in future, since these’ ‘courses -
benefitEsd both the participants and the lecturers, the latter should
come from the various countries of the sub_reg1onn

S, Miyr. Beejadhur observed that he could not send anyone for the Lagos

course, but had sent a participant to Xampala. He noted that short courses
and exchange visits sometimes provided better training than full fledged’

COUrSses.

10, Mr. Mtei shared Mr. Beejaihur's views on the exchange of v151ts at least
by managers of central banks in the sub-regiona

Item L — (a) Exchange of information on recent economic and monetary
' ' _develomments in .the countries of the sub-region

11. The Governors exchanged 1nformat10n on recent e00ﬁomlc aqd nonetary
development in thelr COuntrles,_ -

.Ethlopla' Mr. Menasse Lemma said that industrial produdtion great at.

a wmuch faster rate than agricultural production in 1970. There was a

' strong expansion of credit to the private sector, but no credit
restriction had been contemplated yet. Imports were high, partly as a
result of the difficulties comnected with the closure of “the Suez Canal.
Following the closure of the Suez Canal, stocks were drdstically run

s
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profited much from the closure of the Suez Canal.  Earnings on
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~down and now the country was in the process of restocking. ' This

affected the volume of 1m00rt” *xport performance in 1970 was’
good, despite lower world prlces on some of the products. Like

"many developing. cou.tries, Lthlopla was faced with the task. of

dealing with imported. inflation. On relations.with other countries -

-in tone’ sub~reg10n. Mr. Menasse Lemma said they were good or-improvings

Communication with nelghbourlns countries was still not - very: good,
but the construction of the road to Kenya was nearing completlon and P
work on,thp ‘one to Somalia was auvancea. g : ;

Maurltlu Mr. Beegadhur 1nIormed the Governors that suﬂar remained
_the bacﬂbone of the Maur;tlan economy. 1t accounts s for'30 per cent

of the GNP_ana 35 per cent of the exports.  The balance of payments

was in substantial surplus in 1970 and foreign exchange reserves

roge by 25 per cent. He said unlike Ethiopia, his country had

invisibles have pone up considerably because of ships that now refuel
there. But the moat serious oroblem confrenting Mauritius was =~
unemnployment, and relief on the unemployed cost Rs 140 million a year,
or almost halx the budget. The Development Works Corporation had been

. set up to implement projects designed'td create more jobs, and the
- new comprehensive 1971—80'development plan would further help to tackle

this problem. To cuirb prices which rose by 70 per cent after
devaluation, a Price Control Board had been established. Also
agriculture was being diversified to rice and tea with the help of -
an IBRD loan. Finally, he mentioned his country's concera over UKY s
entry into the ZEC since Mauritius enjoys a pre1erence on sugar° '

Kenyas: Nr. Abdallah reported that 1970 was a good vear for Kenya, :

despite the’ drought. which reduced livestock and put the dairy

industry in severe problems. The economy grew at. 7 « 8 per cent.
Exports rose by 7 per cent, but imports, mainly of capltal goods, '
increased. tremendously, resulting in a large deficit on the current
account, ‘However, the high earnings on invisibles and substantial

" capi’al inflow more than mad: up for the deficit. On the East

African Community trade, iuports incréased by 30 per ceat and exports
went up by only 10 per cent. Prices remained stable but there was a
lot of money and liquidity in the economy and foreign assets continued

" to mount. The Covernment had difficulty to speed up develovnient

spending and there were huge Government deposits at the Central Banﬁ,
However, the Government hau embarked on 2, programme of greater
participation in business., It had acquired 60 per cent of -the’
Natiomal and Grindlays Bank, the country's largest commercial bank

..and 50 per cent of the liombasa oil refinery.

L
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na¢agasy" lMr. Rakotovaa reparted that 1570 was a good year for
liadaga scar, after two less satisfactory years. There was a big.
increase in agrlcultural production and a strong. expansion in .
industrial ﬁroductloﬁ and mining. Commerce made good nrogress
and the rate of price incres-es .sldwed downe A high level of
investment continued despitée rew budgetary measires. There was a

»

- pemarkable upturn in balance of payments which reflected the sound

economic situation. Treasupy policy had been to coutract credit but
it was noteworthy that the marked credit expansion had not been
accompanied. by inflationary tendencies.

Malaw1° M Gond“e sHid Malawi was hit by bad weather in 1970,
and the’ counitry had to 1moort maize. But, the economv grew at 11
per ceat in the moneta; sector and 9.5 per cent in the ndén-monetary
sector. In real terms the economy grew by 5 per cent., Manufacturing
increased by 2k per cent. The most significant déevelopment was the
considerable reduction in the budgetary deficit, The balance of

-payments improved considerably in 1070, as a result of a strong

increase in tobacco exports, but because of the maize imports the

" deficit on current account remained. However, capital inflow reached

a record level, causing the foreign reserves to rise by 40 per ceiil.
As a result money and quasi-money incrzased by B4 per cents The

-Government had embarkéed on a programme of local participation in

buSlnuSS, and n@@oclatlono with certain concerns were in Urogress.

Rwanda: Mr. Birara started by ccmment ing on creatt allocation and

the scheme of Covernment participation ia business in Rwanda.

Government credit pclicy distinguished domestic from foreign
investors. - In simple terms the policy was That foreign investors .
did not need credil from the country, since ju ‘the past they managed
to do without it. However, a foreign invesior could get local
credit on condivion that the amount would be repaid in foreign
exchange within four years. (iovernment participated in business by
eithar‘acqu .ring 51 per cent shareholding or oeCupy 1ng one seat on
the Beard of Directors : '

Somalia: Dr. Herzl reported tnaa in 1970 Somalia was hit by drought.

The drought affected exports, Jaﬂflcularly the. export of livestock.

But the policy measures taken;. principally the nationalization of

commercial baniks, more than ompensateé for the fall of exports.

It was now easier to control commercial baunks. The nationalized banks '
were amalgamated iato two commerc1al banka., ﬁOllDquﬁ the '
nat101a117at10n measures oomalla s foreign exchange assets increased
by 130 per cent. Credit:to the Goverament declined. in 1970, while
credit. to the private sector inereased 'slightly, but the price levels
actually fell., 1G/0 was the year of adjustment and 1571 will tura out
to be a year of aggressive cevelopment, including further expanslon of
trade with nelghbourg‘ '



‘_e VlSlble traue asalnst the small

The 1970 deflClt was occasioned b

anltal equipment mainly. for the construct: ' the

mbia Railway. The impact on-the. country's forelsﬂ :

. eXCuang For this projeot w.ll not be felt until the 1980's when

repayments comnences Overall 1mports increased by 33 per cent._

per cent but a substantxal o

c. In

70 when.the reserves were falllnc Tanzania ae01dmd toL ’"

soite of her SDR holdings. Recently exchange contro e
introduced against Kenya and Uganda because there. was ‘some

% undesirable capital outflow to these countrlesaA The fall

in reserVés has also partly been attributed to the espansio '1njured¢t
‘which has occurred over the-past year or so, and the Centr:l Bahh - _
had to impose credit ceilings o the commercial banks towfﬂds_the enc of
last year. . Govermment is slow1ng down its capital programie.

; finance rather than manpower will become the main constraln ?on
‘develojment gpending in the coming yearu -

‘.Héanda. bir. Obel 1nformed the Governors of the recently 1ntroauhedf
.changes in Govermment participation. Last year the Government
_announced its intention to acquire a 60 per cent shareholding in a

‘pumber of companies. This year the new Govermnment made some

odifications on that onlan, and some companies have been dropped

om the list of acquisitions. TFor the banks, insurance and oil
mpanies, the extent for Govermment participation was modified from

a 60 per cent shareholding to 49 per cent. A 50 ~ 50 sharcholding -

for a fey special cases was introduced. On Covernment finance, thevy now
-anticipate a deficit of Shs 700 million at the end of the fiscal year

© Jn Junes The deficit would have been larger were it nct for a change
_of pollcy earlier this ‘year. GOP grew by 2 per cent in 1970. The
'xorelgn trade survlus ineéreased as imports declined while exports went

up by 24 per cent. Inter~community trade increased. substantlally5;

st as always the country.we : in substantial cdeficit with. Ke -
.thouén the gap was siightiy narrowed. On the monetary’ 51de, donebtzc ‘
eredit 1ncreasea, most of the increase gpoing to the Povernment, and
;orelﬂn assets declined somewhat.

Zam"af* Mr. Musakanya reported that 1970 opéned with official i
‘reserves standing at Kwacha 400 million (about U3$560 million)s ;
during -the year exports fell, as a result of a mine disaster and bad
weather which affected agricultural production.  The. fall in exports'f'
Was'reflected in the decline in official foreign assets which "
£ ion by the end of the year. During thé year ligu 1
ﬂﬁ money became-tlght. "The year saw a strong growth 1ﬁ
' g and Zambia was
Trade with Tanzania
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Item 6. — The establishment of conditions gpvérning the election and

term of office of the Chairman of the Eastern African
Sub-Regional Committee - ' :

18.  Covernor Menasse Lemma circulated ‘a note on alternatives for the
election c¢i the Chairman of the Sub—reglonal Committee. - The Governors =~
discussed the alternatives-and-agreed to adopt rotation of chairmanship
according to the alphabetlcal ‘order of the simple names of member countries.

Kenya, who were current 'chairman, would therefore come last, after Zamblas
in the flrst round of rotation. : B -

19. It was: noted that the term of office would be two years in accordance

3 w1th the Artlcles of Assoclatlon.

Item 7 - Date and place of the next meet;_g

20.  Mr. Gondwe invited the Governors to hold the next meeting of the
Sub-regional Committee in Malawi. Mr. Musakanya also offered to host the

next meeting in Zambia. After some discussion, the Governors. agreed that since

the Sub-regional Committee will meet again in Rabat in September, it would
be more appropriate to decide the next venue thEn. :
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Present: L .

- Central Bank of'Kéhya  .

Banque de la Republlque du
Burundi ST )

National Bank of Ethiopia

Institute d'emission Malagache

.. Reserve Bank of Malawi

Bank of Mauritius
:Banque'Nationale du Rwanda

' Somali National Bank

Bank of Tanzania.
Bank of Uganda

Bank'of.Zambia

Economic Commission for Africa

- M.

RPN

LIST OF PARTICIPANTS .. -~ .~ - -

Mr.
Mr.
Mro

Mr.

Mr.MenaSse‘Lemma, Governor-

M.
. M.

M.

Mr .

Mru.

Dr.
Mr.

Mrf
M.
Mr.
MI’.
CMr.
Mr o
M.

Mre

Fiscal and Monetary Affalrs DlVlSlOﬂ

FREIEN

-V.S. Musakanya, Governbr .

DN Ndegwa, Governor, ‘Chairmian”
A. Abdallah, Denuty Governor
H. Karanl

/i
i

Re Setukuru, Director

Jean Klentz, Dlrector—General
R, Rakotovao, Admlnlstrator

G.Eo Gondwe, General Maaager _
F. Mamblya . .

A Beejédhuf, Governor
J. Birara, Acting Governor -

A. N;-Herzi, Governor
Osman He Yusuf

E.I.M. Mtei, Governor
EquKo.MWanjiSi
D.T.3. Ballali

O.iObel, Deputy Governor

T.Me Mutagamba
C. Bangirana .

We Katabl, Actlng Chief, Trade,



