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oo ed. Prior to the 1995 Mexican crisis, policy, the Fumnds robe of regulstiog the ewchamgs

sate the obirctive of the Fund was o provide advice
Mlﬂl::mﬂﬂﬂur s members. Bul when it helped Mexico in a ball oul paeckage in ils
ﬂﬂ“dlmu - tional lender of Last resort. Under it, the Fund laid emphanis on

financial oy & banks, rOrporathons and ernments and 1o increase the
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was successive decline in shares, bonds and currencies of these countries. The real beneficiaries
dlﬁhmlwl re not the borrowing countries but the foreign banks and financial institutions
who lend to countries which failed 1o repay the loans. When due o decliming exchange
rates. they started withdrawing their funds, there was a crisis in the borrowing countries. A
M;ﬁ{-uwmﬂﬂunfﬁmnumm.ldnmmmmmmﬂ-ml financial crisis
was due (0 high o] to international capital flows, especially short-run credit flows of
countries with fragile financial systems. According to Schwartz, since the Fund lacks in high
powered base money. it failed to act as an international lender of last resort. Thus the IMF has
peen weak in controlling financial crisis. Schwartz, therefore, suggests that it should be shut
down. According to Friedman, it should be abolished as it did more harm than good.

CONCLUSION

Despite these criticisms, the IMF has shown sufficient flexibility to mould itself in keeping with

the international economic conditions. The original Articles of Agreement were

in 1978 to legalise flexible exchange rates, raise quotas to increase the Fund’s resources and to

the gold in Fund transactions. To solve the problem of international liquidity, it has

created deficits, the Fund has been successively raising the limit of their borrowings which stands
at 450 per cent of their quotas. The Fund has been helping the developing countries in their
balance of payments and other problems through such facilities as CFF, BSFF, EFF, SFF, SAF,
ESAF, CCFF, etc. Finally, the usefulness and successof the Fund lies in that its membership has
risen from 44 in 1947 to 182,

~GESTIONS TO REFORM THE IMF

srof Samuelson in his article Three Cheers for the IMF published in 1997 praised the working and
chievements of the IMF. According to him, the reason for the Mexican financial crisis was that
did not follow IMF’s warning when hot money was flowing in it. The same reason was respon-

the global crisis and pleaded for abolishing it as it did more harm than good. Prof
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UsES OF SDRs

SDR is an international unit of account which s held in the Fund’s Special Drawing Account

. the Fund in the form of loans and their re
¥ pesed in the SDR
pRs are used as a means of payment by Fund members to meet balance of payments defic
1 their total reserve position with the Fund. They cannot be used for any other purpose. Th
JRs act both as an international unit of account and a means of payment.

¢ are three principal uses of SDRs,
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1. INTRODUCTION -

[ The Uruguay Round of GATT negotiations concludet on April 15, 19594 at Marrakesh o
Indtia, alongwith 123 Ministers besides the EC countries signed the Final Act incorpogy,, "™
Eighth round of multilateral trade The Final Act consists of : (1) the WTO oo ™% fy
which covers the formation of the ﬂﬂumlugmﬂﬂhgmwnrhn;m
Ministerial decisions and declarations which contain the Important agreements coyein, | e
MMmﬂMwMWum.Mdmrm:mhdm
uﬂknmrmhmdmdrpdkyuﬂ:wwmiﬂﬂwlumfmhuhﬁy
hmwmmwmﬂim-pmdhmgm%

ammmm;nqr.lfu Whig
2. Tue WTO 174

The WTO is h:ﬂwmhmmmﬂwﬁafm where the mcmh-,-r._-mh
from time to time to discuss and solve world trade problems. Miﬂt“mhﬂpmﬂ}.mﬂ
world trade onganisation. It has a legal status and enjoys privileges and immp,
mﬂrmtwﬁg.ﬂuﬂﬂﬁd:ﬁ:“ﬁdﬁﬂmﬁﬂhﬂuﬂa:mﬂwﬂ&ﬂ. Mmfﬂ_tfmdb?
Uraguay Round; (2) all agreements and arrangements concluded under the GATT, the

and

Tuﬂhdﬂut&uﬂ#m (3) thy

There were 77 member countries of the WTO on January 1, 1995. Now there are 15)] Mt
is one of the founder members.

brmn ence BetweeN GATT anp WTO

The WTO is not an extension of the GATT but successor to the GATT. It completely replag
GATTMMIVH?MWH!MM&MHEMU&E lh!l’!:ﬂmh

I, The GATT had no legal status whereas the WTO has a legal status. It has been create
by international treaty ratified by the governments and legislatures of member stajes.
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a ;Inbl-I wtatus similar to that of the IMF and the el Mank Mot enlike e, 1M
ol AP agency of the U, alithough It has & atpve ralatkmahip’ iy e UM
. TM Gﬂﬂ was a sl al riles and Pﬂ'hﬂi“ﬂ relating B m“"uﬂl‘fﬂ d .
selective nature. There were separate agf
winding on members, Any member could $8Y
u‘nm‘! ihe agreemont coraled e I""HHH"T' P L] ilEmU" The sgrectned
CWTO are permanent and binding o all . AZIREn AN
Iting member by all the menber states
gilatory prinding on the paribes 10 th=
is automatic jaster and binding o0
brough the

dispute settlement system was
WO i it first GeCors
the GATT was tooAhless

-n“p GATT
ute. The WTO dispute settlement met
the P_.n:;-sn The Dispute Settlement Board of the
Fighty US to accept its verdict. Thus teeth wher®*® .
GATT was D s whize B mmhsﬂ“ :t“-.hmn et once i decade to SIEERL
ve world trade problems. There used to be long F'ﬁ":ud “mmnd
T e the other hand- =2 'time
’ ‘mﬂ-ﬂnlﬁ are

(AP

4
and
which ook decades to complete. The
rlﬂt‘:ﬂ!‘;‘i world trade organisation where decisions on #
The ate ine can be El‘lﬂnl,'h:d ol by COMSENALUS.
5. The GATT rules applied to trade in goods. Trade in services Was inc} “ﬁ r:n :'::,T et
Round but no agreement was arrived at. The WO covers r only tr# ::I ﬁ amber of
services buit also trade-related aspects of mw]]ﬁ:ru;[ PrﬂP"ﬂ-}' i a
pther 4 ments. i
& The GATT had a small secretarial managed by a E-Hgll'ﬂﬂl' 'I:ﬂﬂl-“ PBut the WY 7O has
large secretariat and a huge mﬁmﬂlﬁmﬂl sel-up
s STRUCTURE : /<1 |
F P , [
The structure oF © anisation of the WTO is headed by the Ministerial Conference c‘ﬂﬂ"F‘:u"':'i trl:
_ppesentatives of all the members which meet at least once two years, It AT 1§ matters
functions of the WTO and takes sctions necessary (o this effect. [t takes , ":‘h: g
under any of the Multilateral Trade Agreements The Ministerial Conference 13 sup
wority of the wTO. ] o
;’:’lﬂmﬂ is the General Council composed ol I’EPMHﬂmlu‘ﬂ of all the members 10 ;;:EE 594
of the WTO Agreement and inisterial decisions o 8 regular basis 1.-‘“ s
at Body (DSB) and a Trade Policy Review B-c‘;fd}' (TPRB). each having
~guncil sits | ve once 4 -
neva an a8 L i in :]ul:mmcl“m
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" Iruie!
.‘*l- ! af isescquashiforie dre Dslarge o o yomeenes o Fuorad e il e Utnader Hus .“IH":':H,.S:! by
" panis roveive SEXRs Under trasssctioss wilihe desigristion aviel fransactuit by A%
'r_“ I cospuclitiomally g ety AVE
\ n  Fund members ar not reguined o changs thelr damestio ecomamic PORCE
\ expevted under the Fund ald progranvines —— and
¥ The pavment and repayment ol SDiRs out of the Special Drawing Account I8
I more Mesibile ithan undir e Fund schemes LR
‘ 8 Last But not the leant, SDRs Act both as & unil of account and s awans e
| international monetary sysicim.
"'I' criticism of SDRs
il[ Despite these merits, the SDR scheme has been criticised on the following groumds -
] 1. Incquitable Distribution. It is an inequitable scheme which has tended to make pnfalr dists

pution of international liquidity. The allocation of SDRs to participating counteles @ e g
gonal 1o their quotas. In this sense, the allocation of SDHs o developing couniries 1S jpo [ AR
compared (o their needs. Low allocation of SDRs reduces the barrowing capacity of SR GRS

s
2. Not Linked with Development Finance. SDR scheme does not Hink the creation ol mniernd
tional reserves in the form of SDRs with the need for development finance on the part of devel
oping countries. The need for liquidity on the part of developing countries is greal “because of
their higher costs of adjustment, limited access to private banking and higher capital marke?s.
greater variabllity of exchange earnings, and opportunity cost of holding foreign exchange re
serves”. Under these circumstances, there is need to create more SRS with fair distribution so
that more unconditional liquidity is made available for the greater needs of developing coun-
tries
3, Fiigh Interest Rate, The interest rate originally payable on net use of SDRs is 1 5 per cent. This
has been gradually raised through time in order to make a more acceplable asset to hold. Now
both users of SDRs pay and holders of SDRs receive, a market rate of interest based on interest
rates prevailing in US, Britain, France, Cermany and Japan which are quite high tor developing
counfries.

4 E‘aﬂuu- to Distﬂh_lle Social Saving. Williamson and others have eriticised the SDR scheme
for its failure h‘—'.' d‘::lslnl!uie social saving of SDRs (o the developing countries The present rules
for nllrlf:ﬂllt1n distribute the social saving to a participant country in proportion to his contribu-
tion of its demand for SDRs. If the supply of SDRs equals the demand for it, there will no redis-

tribution of resources between countries. But this is not so in the case of developing countries
whose holdings of SDRs are very low as compared to the 26 developed countries Thus the

present scheme of SDRs fails to transfer social savings to the developing countries.

5. Failure to meet International Liquidity Requirements. Unfortunately, due to the rigid atti-
tude of the U:jciled States and some other developed countries, the Fund has not been able o
resume allocation of SDRs from [anuary 1982, despite the repeated pleas of the developing coun-
tries over these years. So the Fund has failed in its objective of increasing international liquidity
through SDRs. Consequently, faced with a recession, an inadequate flow of concessional aid anc
falling prices of commodities and raw malerials, developing countries have been lacing seven

balance of payments and debt problems. Thus SDRs have failed to solve the problem of interna
tional liquidity.
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WO INTERNA TIONAL FOONOAMICS
t Pund Conditionalities. The Fund has developed conditionali ties ey i
~ w0 which & couniry has o fulfil for getting a loan from the Fund. Prio, | the o
stress on cxpwssditire reduction for meeting disequilibrium in the Balane, , ' oy, ™
try. I the 1970 the Fund conditionality included the need 1o take e T
Alance of peywernts difficulties of members requesting for Fund TEROU e m: Ot
and therr sockel wnd polttical requirement. On March 2. 1979, a net set .,;m“d 0 &
for the use of Fund resources, besides the previous conditionalit pr;,:,h_h”‘"h :“'\
odic assessment of the experience of the member country with adjustmen; ,. M T
by Fund resources. The new emphasis is on policies 1o increase th"_::‘”‘r,,ﬁ .
4

¥ .1_‘
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subsidies so that the ex
ifRg countries; trulﬁm@nludnnmmeqmlhnnngw:thdo

: in
the Fund insists on mmuﬂuﬁmdtmnmmrvemam_! . n
rates monetary ﬁsmluﬂuhudpdidudhbmrmmgmuntnes whi " th,
mmdmmmmmummm , Ay

; li&hhﬁ,ﬂhﬂ%ﬂmhﬁmﬂihmmﬂuFmdchmg“h
bt devopng s e s b boroving 1
INg countries like India b '
seesca bl are 50 heavily burdened with the g 7::

e Restrictions. One of the objectiyes cf e
0b) The world trade is
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THE IMTERM A TMariag ST Ay PUNDD 0w . ey

in the establishenent of & rvuhilatersl sysimm of PRy Renis in respect of U e

; _mmmﬂmﬂ--hmnlﬁmm [ i )
the mrersih in thi verst bl tr sl i 1LL""""I:'l' Lo 15 T TP,

ance with the abave, 15 sharien the duration and lessen the
in llﬂ-'""’l sum in the intesnslional balance ol Payments of members o

L] o aHs OF THE FUND

k. F lfil the ‘huz objectives, the IMF performs jhe following functions
7 10 (7he IMF operates in such & way as 1o fu1fi1 "% Pbmctives as laid down in the Bretton
L Woods Articles of Agreements’ It is the Fund's duty 10 see that these provisions are
observed by member countries. Some of the provisions of the original Articles such as
relating 10 exchange rates have become vbsolete due 1o international monetary events
A“::fm‘jy the Fund has amenced s Articles of Agreement to make Appropriate ad
justments.
Pund gives short-term | tnlhnumheumthalt rect their temnpes-
,}r’ "T: balance of pladymenis dl:qn’mlihﬂum e mey fix i R
1 The Fund is regarded “as the Buardian of good conduct” in the sphere of balance of
pa ts. It aims at reducing tariffs and other irade restrictions by the member coun-
tries. Articles VII of the Charter Provides that no member shall, without the agproval of
the Fund, impose restrictions an the making of Payments or engage in discriminatory
CUFTENCY arrangements or multiple currency practices. It is the Functions of the Fund o

have a surveillance of policies being adopted by the member countries
4 The Pund :ll{_ ‘ cal advice 1n jis Lm monetary and fiscal policies
5 It conducts research les and publishes them in TMF staff papers, Finance and De-

1, elc
6. (_It provides technical experts 1o Member countries having BOP difficulties and other

7. | It also conducts training courses on fincal, monetary and balance of payments for
from nations through its Central Banking Service Development, the
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stern India, tra, The area identified for co-operation are multi-nggd.) .

eghna and Brahmapu
f&f and telecommunications, effective use of energy and natural resources, develop
ourism, increase in trade and investments and checking environmental hazards,
aclusion. Since its inception, SAARC has made the above noted achievements within ;

rs. But to march from SAPTA to SAFTA and to make it a reality, it is essential to hav
rit of mutual faith among the member countries. For this, they will have to improve thep

environment and to have greater economic cooperation.

EXERCISES

mﬂ'm es and organisation of SAARC. What measures have been adop
nlain :e trade and economic cooperation among member countries? Explar
3 main features of SAPTA Agreement. What are the obstacles which hinder:

the main features of SAPTA? Can SAPTA lead to SAFTA? Give your Views
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e C e ilCL). The L Wan created in Apeil 1999 o preortent Tundamentally
. M’ from the ;‘lmhull!m o Hinanciq) Crinin MUI‘HPII; n rﬂl‘ll‘:‘::’ﬂ-m‘m Fatdhes ﬂun.
""‘fﬂﬂ-m o wh:‘ I'I‘m“m-ml Y countrie fhay Over the medium term can finance BOS
from and enjoy healthy finapc, SCOM and strong deblor-creditor relations are «onekd
ﬂﬁ&_ Sao lar nis COUntry hay drawn from |y

p EXCHANGE Kaves
; I Fund Agreement provided Pt a8 to be
arigina the par value of each ik COMNEry w
e in terms of gold of Certain weighy and fineness or US dollars. The underiying ides was
P te & system of stable rtrhn.m raben with orderly crom rates. But the Fund was obliged 1o
:,HII?‘"'"!B in "‘Ehlﬂ‘f Files “hu‘l d“‘.'l il LT | # 1 P,r cunt of (he initial par valus A
change ol = | per ceny Feuired the permisaion of the Fund. Since 1971, these provisions

ve been changed and the Internationa) monetary system has maved from lixed exhcange rates
ntries are not expected (o

and establish par vajiyes with gold or .;;,u., The Fund has no control over the ex-
change rate adjustment policies of the member COUNtr iy
under Article [V of the Second Amendmeny, effective April 1978, the Fund has laid down
principles for the guidance of exchange rate policies of Members : (4) to avoid manipulation of
exchange rates in order to gain an unfalr competitive advantage over other members; (b) to
intervene in the exchange markey 1 “ounter disorderly conditions: and (€) 1o take into account in
members.

5. Oruer FAaciLities -

The IMF advises its member countries on various lems concerning their BOP and exc

rate problems and on monetary and fiscal imm:m. w“!;s and experts to help solve
BOF and exchange rate problems of member countrjes They confer with local officials and SUR -
“Festmonetary, fiscal and other Measures in their reports. The Fund has set up three departments
to solve banking and fiscal problems of member countries First, there is the Central Banking
Service Department which helps member countries with the services of its experts to run and
manage their central banks and 1o lormuhlnblnldn; legislation. Such services are
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2 PreFERENTIAL TRADING ARRANGEMENT (SAPTA)

' FEATURES OF SAPTA
o following are the main features of SAPTA:

| Objectives. SAPTA is a contractual agreement which presents a pattern of rules for gradual
iberalisation of intra-regional trade among SAARC member countries. The main objective o
SAPTA is to promote and sustain mutual trade and economic co-operation among SAARC State
hrough the exchange of concessions on para-tariff and non-tariff measures.

Princ Article 3 of the agreement explains the following basic principles which admini
f¥antages. However, their respective levels of economic and industrial development, the
of their external trade, memdmiﬁpouma:ﬁmwiEMtakminmmm
thnEW-,ﬁmbymp,impmedmdﬂmF‘d“ﬂ
ve stages. It will be reviewed periodically. :
mwmmmwﬁﬂm“ﬂ?m“w““

countries.
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i ls,
(4) By setting up manufacturing and other facilities in least de., lop,

meet their intra-regional demand under cooperative arrangemenis,
(#21) By formulation of export promotion policies, establishment of tradnine .
of trade and supporting export marketing of products through such, s fa
insurance, access to market information, elc.; Ure
(s0) By removing non-tarifl and para-tarilf barriers and providing duty
tariff preferences or deeper tariff preferences for export products,
() B}r nm{_jﬁ;w Iﬂng-lﬂ'm‘ conltracts to achieve reasonable levels of sus: i
»i) By giving special consideration of exports in the application of safegy, l-:_r:un_
east developed member countries; and | AT Megy,,
‘mi) By adopting greater flexibility in the introduction and continuance
{er critical circumstances by the least developed member states.
5. Balance of Payments and Safeguard Measures. Any member State |,
yroblems including payments difficulties may suspend provisionally the CONCes Ones
o import merchandise. O et
rhere arealso some safeguard measures under SAPTA agreement for mempe,
ny product, which is a subject of a concession imd is imported into a memp, :.ltf fon.
nanner or in such quantities as to cause serious injury in the importing memp., . "
mporting member country may suspend that concession provisionally. Secgyg H;;.:l:-n‘-..--, "
nent lays down for information, consultation and dispute settlemer, |, 3 A Agn
alance of trade and safeguard measures by any member country. UET b0 ad,
Extention of Negotiated Concessions. The concessions agreed to under SAPTA ...
- ! o 1, BXCeD! e
1ade exclusively to the LIXCs, shall be extended unmndih:an.'{ﬂ?f to all member Siajp.
 Committee of Participants. SAPTA has a Committee of Participants CONSIStng of represy
ves of member States. The Committee meets at least once a year to review the progress ;.
B tation of this Agreement. It ensures that benefits of trade expansion aris, -
us Agreement accrue to all member States equitably.

Non-Application of the Agreement. The provisions of this Agreement shall not apply to
g s e g & ted b State to some other mer

ferences have already been granted or are to be gran y one State to some other mex
:tr;, and to third countries through bilateral, plurilateral and multilateral trade greer

o : hich has given o
odification and Withdrawal of Concessions. An member State wh b Sovn 8
o may notify the Committee a:fﬂmnnn‘ﬂc ' . tion (CEC) of its intention 107 TJ
‘rl::i r.-.ﬁ the concessions after a period of three years. For this, thafl Cﬂuf:':: f S
| if necesss o
~.ltations and negotiations with another cmmnei ?tm?r:;i;th'; ihe CEC may
priate cumﬂm If an agreement is reached tthln ions, But if any L“I.E“ :
i m?mbﬂl . withdraw or modify equivalﬂl mmﬂcﬂonc jons given ol

v from SAPTA- FO.
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ties
;‘“Ilﬂll“:l:gmm progress, deciding on new areas . |
-;dm medimlm:wu deemed necessary, and deciding on o, '“-n-E.“. ra
o the Association. The Council meets twice a year and may also 1 | ™ of,
by agreement of member States.

4. Stanpinc COMMITTEE

The Standing Committee includes the Foreign Secretaries of Member Statpg 1
mittee has been entrusted with the following tasks . * Thes,

Ay

Monitaring and co-ordination of programmes, modalities of financiy, detery, "

1 +.l"||'||..- 5
priorities, mobilising regional and external cooperation. [1 AY Ieet ag opy 5 ik, .
sary but in practice normally meets twice a year and submits its rep,, "¢
ters.

r to ”u-' .‘I LII"-'-H:Q %,
Uy

i oy

The Standing Committee may also set up Action Committees COMprising o iy
cerned with implementation of projects. It may inctude more thyn, two .mfr?l;-} :nh.., S,
all member countries may not be included. o "

Uhk
|

.
.
™,

5. Procramming COMMITTEE

The Programming Committee assists the Standing Committce. |¢ includes
tinses the budget of the Secretariat, finalises the annual schedule of i Activitjeg \Cal |,
ahg 4, ™

any other matters assigned by the Standing Committee. Italso consider, 2
nical cmmmmwcﬂmm submits its mmm::‘fu“f Ports o h:“

mittee, um-mnuﬂm&gt;mm sessions. It is an ad hoc hujiﬂ Ht"“-'lln; -
b. TecuNicar CommiTTEES -

Pechnical Committees comprise the o oentatives Of all member States, 1y, -
m are resp 3 s W LL.lI.'-}
implementation of such activities and submit their reports 10 the Sap, Mhlp-rw onlty

5'&‘.‘1‘11('.r off;
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“OPERATION WITH OTHER ORGANISATIONS

AARC has estabished cooperation withinternational ar P
mmm nk" Fh by M@m OI'SEI'ILSH tons Tht' AT

various organisations and \
n&mmthhmﬂma! (MOU) on trade analysis and infors

~ty « This was the first agreement of cnope
on Hmm“.mm mmU-MEmmentfmw

s . for Asia and the P
'S Sigried hw 1994 The objectives of the agreement were cooperation on devel

sues r.‘trrmy:m!mwopsmd seminars and exchange of informaticn i
:-r‘.?-rti' n mmﬂmmw trade promotion, foreign
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SOUTH ASIAN ASSOCIATION FOR REGIONAL ¢
3 & L COOPERATION _
SAARL) a0

o the following principles

o ; ; g

‘ he framework of Association is based :

ithin £ g o sed in respect of the of sow-
orrito! ial integrity, HT'““‘ al independence, non-interference m‘r‘ T;f
! s and mutual benelit lerna
!E-n is 1O .;nmp!.emﬂ:tt and nu_:.t Lo substitute bilateral or multilateral coopesation.
ion should be consistent with bilateral and multilateral obligations of memiber

— proVv!
A e of SAARC are as follow
jpion? o the basis of unanimity.
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The idEﬂﬂfl‘EgiDﬂilj CHGPEﬂﬁﬂI'I in Sout A was [irst moated | ".r...---.._... |
tations, the Foreign Secretaries of the seven countries met (or the fj,., “ber jogy
’ this was followed hy another Tl'lnl."!'ltﬂp,- L I|T.|' nCol Frd

W mmﬂ'l.ﬁ latter, A
;:a]s ﬁ::ereginnnl cooperation. The Foreign Ministers, a1 th,
dopted the Declaration on South Asian Regional « OOPerat ™
'! l!.:lll:.-‘.'.':.-..‘

ugust 1983, a
:mlly launched its Integrated Programme of Action (IPA
The Heads of State of these countries at their first historical Surmiy held i
' J}h"-l'.-.- oy

December, 1985 adopted the Charter formally establishing the S04, 4.
giﬂl'lﬂj Cﬂﬂpﬂ:‘ﬂ:tlﬂﬂ (SMRC] ASLan A
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- OBJECTIVES

The following are the objectives of SAARC:

1. To promote the welfare of the people of South Asia and 1o impro.e theis

2 To accelerate economic growth, social progress and cultural devel, Dment "' Y
ealise ey g._' : *,

rovide all individuals the opportunity to live in dignity and 1o ¢
te and strengthen collective self-reliance among the member (00

AN b« o

3. To promo
4. To contribute to mutual trust, understanding and appreciation of one

5 To pmmhe active collaboration and mutual assistance in the ECONOmMAC, social
nical and scientific fields.

6. To strengthen cooperation with other developing countries

7. To strengthen cooperation among themselves in international forumes on noae

interesl.
8. To cooperate with international and regional organisations with similar ain
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cant number of preferential opportunities remain untapped fo; .. AS 2o !
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Lastly, the scope for the extension of GSP is quite limited as prog,, i
y LAy,

strong competitive position in the world markets. SN
3. DEvELOPMENT FINANCE

Right from the UNCTAD III LDCs have been voicing their concerp, Ve
of their balance of payments deficits and indebtedness. The UNCTAD (17| Bfow,
1972 passed a resolution asking the IMF to work out a scheme for he link_"uem ats, uf.
Rights (SDRs) with development finance. This was essential becy Use the :p = Hpﬂn:{k"i
with individual members’ quotas in the IMF. Since the quotas of LD, - DRs had
a very small share of SDRs. By another resolution, the UNCTAD 13 o, ® ST th,
Committee for Monetary Reform which should have as Many mempe d the IME |,
were from the developed countries. The UNCTAD Il was also calleqd upﬁ? :rum LD
sxamination of the relationship between indebtedness and devel GpmémUprmm?
ppropriate remedial measures. Moreover, the LDCs proposed at UNCT A[;‘“d O re
ent target of development assistance agreed upon by the dev Eluped. e 11 thay,
nternational development strategy should not include components distine: [T:lnﬁ as
s private investment, and credits by suppliers and purchasers, ang that pm.l T
everse flows of interest payments. But UNCTAD 111 failed to achieu;ﬂn:t,l;t::m
ssues. R
he UNCTAD IV held at Nairobi in May 1976 also failed to solve the deby and
nance problems of LDCs. It passed three resolutions in this connection, The hr;l ;
ebt problems of LDCs and asked the developed countries to convert Opa debt i;
stablish a framework within which future debt problems could be solved. The s
an effective system to international financial cooperation which suggested a nu.
res to improve the working of the IMF in relation to LDCs. The third resolution
tablishment of multilateral guarantee facility. The Conference also appealed to de
ies to achieve 0.7 per cent target of development of LDCs. They should annou:
DA assistance which should be in the form of grants to the least developing
rger concessional aid to other LDCs.

e UNCTAD V held at Manila in May-June 1979 passed a number of resoluu
1ance and debt problems of LDCs. First, it asked the IMF to examine the o
10tas in relation to the magnitude of world trade and balance of payments dei
rs and to increase the quota share of LDCs. Second, the IMF was asked to app!

a HNexive and anmramrats sms e falrina it arnsearnd the dormestic social an
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wﬂ”uﬂcrhn IX (May 1996) called upon the developed countries to provide debt reliel 1o LDCs

omic reforms.
CTAD meetings have failed 1o solve the problems of debt and

.Wg:;‘faﬁ_ the various UN
ent aid of L.DCs. At best, they have been forums for exchanging ideas and passing
JUNCT AL

gevelort o rather than getting the issues solved. As observed by The Economist, London
resol ost the initiative on debt to the IMF and on development 10 the World Bank. The debt issus
has he IMF because it acts as a bank itself and has the confidence of western

" peen taken over byt :
has e " | d governments. Ltin:kt UNCTAD, the World Bank has both money and effective
pank to promote development.
advice to dispense

‘..IQEHNULDE\' TRANSFER

1t was at the UNCTAD at Nairobi in 1976 that the meeting pressed for measures which would
It was pointed out that better research facilities

crengthen the technology capability of LDCs.
4 establishment of local and regional centres for technology transie

code of cor

duct of technology transfer. Besides it urged the revision of international patent system
The UNCTAD VI held at Belgrade in June 1983 emphasised the need for transfer of technolo
y and self-reliant development. The Conference d

to LDCs in order to promote their speed
“ A Strategy for the Technological Transformation of '

cussed and approved a policy paper,
ies” prepared by the UNCTAD secretariat. The study noted that during the p

‘veloped Countri
World War Il era many LDCs attained political independence but it has been severely consira
by their sconomic and technological dependence on the developed countrnes The LDC
‘weak . Despite considerable progress in LDCs during the
three decades, technological gap between them and the developed countries has widenex

tion of LDCs by reducing

study emphasised the need to attain technological transforma
| dependence and strengthening their national capacity for auton:

external

w development. This requires reduction in its dependence on the agricultural

ey I::ﬂl')“ production in general. The spearhead of the strategy for technological tr

mﬁt to be an accelerated tempo of industrialisation. Processing of primary produ
marketing them will widen industrialisation through diversification. Since techng
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tnctions assigned to them by the WTO Agreement, the Multilateral Trade Agreements and any
wlditional function assigned to them by the General Council.
he secretariat of the WTO s headed by the Director General. The Ministerial Conference appaints
the Director General and sets out his . duties, conditions of service and terms of oifice
he Director General is appointed for a four-year term. He has four deputies from different
member states '

e Director General appoints the members of staff of the Secretariat and determines their dutie

the
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reason that developing countries ke India are so heavily burdened
that fresh hosrowings are negalive i
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»international monetary relations. [t does not provide facilities for she " ﬁ
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sutfacient to meet the future needs of its The need is to rtse the reso
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| -r.“..'-:.'.'"-'-r.Ir* I per cont below the offical price. mum.'h ad
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i pegged exchange rates. According to Prof Schwartz, Huw“h
* Failure to Eliminate Foreign Evchange Restrictions. One of the objsctives of the|
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und fus nof Deen successiud tn achueving this objective. The wa d|

TRE T i L

o



EVIN UM e s CR A 00 e ) R s Sy

vl wwvnilngle Frs hange jomeloes

yatury Politles. The Fuinid b Uy cobbiiaml boor 0 ibind Piomiaton y ot g b
.I : st avad i bavor o Vi 1!....,,“1“'“1‘.'“"““‘ 1 hs Wemsadean o benn e bed e
-l,-, i huil Acltbus viagehi Vb TR Y o e e rsers wie D e e sfiiieg s A e il
ul Latin Adnerica, yet (b s domsisated Iy e 1he by pomunvigien sapes bally | e
When sdopis & rigld situds wn matiors comerning v inssing e Fursd oo
i VTTINE Hoans 10 de Veligiing, conimirio
weible tor Aslan Crisls. The sudiden apul VR e e i) Dbt Ashany orisss oy Wyl L

il Malﬂ}"hl- l"“ A 'I"“"""'“' i b oy il wurh-lh! ol ﬂ--l st
Pt L Bl om the Thap o nh

I Tuandbareed, Bmnilion Wik
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intervention in e market, hoth bernatiinally via laans, subsidies of Lasen, ared seler
Bl via th WME With the ¢ olbapne ol (e Brattom - Woesds systiom b 1971 whien the messles
spuntries ad pred the floating vachange vate Peliey, the Fonads rode ol regailatiing the sebusigs
-..- e gndid. T'mor to the 1995 Mak an crisis, e q-ﬂ*.._“.” ol e Pond wes o l"'""h' P e
L formation and loans (o iis Wierilrry Wi when il I'-.n‘l[-ml Wasion kv 5 hall rail o B i ils

ig of 1995, it acted the inbirmaional benibier of Ll renort, Linder i, the Pund lail sinjhesis on
Bl financinl relations smong banks, ¢ OFFHITAHIONN and govermiments and 1 e rmase the o s

o il stock al wd bond markeds so (bt ﬂw“. im Breater l'llﬂiilﬂlﬂllll et wenrss (b srewt e arvil "n.""

financial institutions, This veey pPolicy bed to the Asian and gioksal finanehel < whaer -
RROE SALCURBIVE decline in shares, b anil currencien ol these countries Vhe real berelu aries
Bol this policy were not the humm—ing countries but the lorelgn banks and Gnancial nstibatiomn
who limd 10 these countries which failed o tepay the loans. When dus (0 decliting, eshang
rates, they started Iu‘-..'llil,:lln'i.r'.rllu.-I their funds, there weas & crinis in Uhe borrowing countries
Micha! Mausa, the IMF Chiel 11'I.IIH..'|-I'I'I-I‘1|,I-I.II'I'IH1.IM'|. b At 2000 that the pecent Dinan Lal cris
Wik due to iu}!ll'l- UPenness (o International E.P"ull “D"I'l‘h r“"it'lﬂl‘_l.- shart-run credit Do
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powered base money, it falled 10 act as an inlernational lender of Lant resart Thus the 1P |
gﬂl weak in controlling financial erists Schwarte, therelore, sugpests that it should be s
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CoNCLUSION

as 1t did maore harm than good

Despite these criticisms, the IMF hay shown sutfbcient Dexibility 10 mould itsell in keeping
the changing international economic condition The aniginal Articles of Agresment were sme

in 1978 to legalise flexible exchange rates, raise quotas to increase the Fund's resources |
dethrone the gold in Fund transactions. To solve the problem of intermational Hguidity

created deficits, the Fund has been successively rabsing the limit of their borrowings which
at 450 per cent of their quotas. The Fund has been helping the developing countries |
balance of payments and other problims through such facilities as CFF, BSFE, EFF, S§

ESAF, CCFF, etc. Finally, the usefulness and successol the Fund Ties in that is membern
risen from 44 in 1947 (o 182

WGGESTIONS TO REFORM ThE IMF

Prof. Samuelson in his article Three Cheers for the IMF published in 1997 praised the wo
achievements of the IMF. According to him, the reason for the Mexican financial cris
itdid not follow IMF's warning when hot money wis flowing in it The same reason w
 sible for the Asian crisis. On the other hand, Prof. Friedman tn his article in October 1
the IMF for the global crisis and pleaded for abolishing it as It did more harm than
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LHE WOoRLD TrRADE ORGANISATION (W'rl
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D.- FERENCE BETWEEN GATT anp WTO
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