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Introduction 

1 ... · T'ne ·Roundtable of ·Governors of Af:dcan Central Bank~ and Senior Officials
of ·tntern,a~ional Finance ... trns··.t:Ltuti.cm.S \'las convened at· EC:A: he78:~qUa.rters, J\ddiS·· 
Ababa~:'~frbm 4 to 7 Febru:a:ry.l·19:Ss:~

2. Th,e Roup.dt'able was attended' 'by::representatives from the ·foHcMing central
l:mnks ·:: ·:; Banque:r,tentrale des Etats 'de· 1' Afrique de ·1' Otiest (BCEAOL Banque 
centxaie des Etat's de 1 'Aftique;idu cent tale (BCEAcL· Bots1:..rana,-" Burundi, Ethiopia
Ghana:~ ''Liberia~'Maiat-Ji, Nigeria:, Rwanda', Uganda, United 'Republic of Tanzania arid
ZaifEi~.

3 • .-:The· Roundtat.le:·.wa:s · .a.l'sb ·attended bv renresentatives· of the African· Certt're· 
for 'Mo-netarv StUdies,,>tb.e. African: D€vel~ument'·Bank.c:tj1e Economic' Commission· f6r

; • I' • 

Africw,; the··Inte·rna:t1ohal Monetary ·fund' and'.·the World. Datik.

4. : The Roundtable· e.letted'Mr~::radesse Gebre-Kidrih~ Gi.wernor,·Natioilal.Bdii.k
of Ethiopi';;r.~-· as· its Cht3:1rinan· ·and Mr/'Thomas· D. VoEir Hanson, Govemor, Nationai
Bank of "Liberia and Mr. P. Budeyi, Vice-Governor, Banque de la Renublique dti_,,.,,
Burundi as first Vice-Chairman and second Vice-Chairman, respectively. Dr. Hatthew 
Ao Uduebo, Deputy Director of Research,. Cenirat: Bank; of Nige'ria 'was' elected· as 
Rapporteur. 

5. The Roundtable was opened by Mr. Adeba.yo Adedeji, Executive Secretary of 
the Economic Commission foi•' ~frica.: · In· his' opening. sfatement, 1:he Executive· 
Secretary gave a detailed· account'of the dismal pet:fbrinance of'the African 
economy in the first half of the 1980s. He pointed out that for;:: 'the vast majo
rity of develoning African countries the development momentum is being seriously 
threatened by IJrotectionist measures in the develope~:F countries. 'The attainment 
of an adequate level of imrorts has been gravely eroded hy the cufrent recession. 
Since the early··1970s, the terms of trade··fiave been:deterioratin[(thar01y as a 
combined result of a rise in the im?ort prices of energy, food and ca~it?-1 g\)ods 
and a persistent weakness in the prices of primary commodities~: Added.-to this 
are the sharrly increasing debt service costs caused by high real interest rates 
and the aopreciation of the dollar. The demand in ·develoDed countries for items 
such as coffee~ cocoa, cotton~ copper either has stagnated or has been nersist·· 
ently declining. For years the issue -of s'efitices has vegetated on the neriphery 
of the develo:>ment agenda and African countries have remained dependent on the 
developed t"orld for most services and their economies have been se1;-p:P.ed by tho 
related financial outflows. 

6. TI1e Executive Secretary reminded the participants that the balance-of-payments 
deficit of develoning Africa will not be solved solely by rising le·velS of -~xte'r.;.· · 
nal assistance, and that there is urgent need to vigorously pursue regional co
operation and intra-African trade. He reiterated that the balance-of--rlayments 
problems of developing African countries is basically a structural one. requiring 
domestically initiated growth· al'id fundament\al structural change. There must be .. 
a shift of emphasis from the· production of a narrow range of "Primary commodi -::i~·s 
destined for eX]Jort and the use'· of doniersdc energies to bring about domestic:-,
grm.rth., 
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7. The Executive Secretary then went on to elaborate about the forms, magnitude
and sources of foreign ·exchange leakages in developing Africa~ Notwithstanding 
the relative increase in government's shate of ·export-import trade ,arid the''intro-
~uction of stringent controls on private business; foreign exchange leakages have
continued to grow., Apart from t!1e common means of transferring resources out of 
a counttt·y through· overinvoicing of. imports and underinvoidng of exports, foreign 
exchange losses from ·unrecorded trade, particularly smuggling· and the''invisible· 
account· has been considerable., ·The· value of ·foreign exchange leakages ·from the· 
current account alone'are estimated,at $7 to $9 billion per annum. Tiie Executive 
Secretary pointed out that the solution to the leakage problem in developing 
Africa is multi-dimensiona:J. and among other steps, 'I'Jould require sound monetary, 
fiscal,: .exchange rate and price policies conduc:i.ve:·to optimal resource use and 
allocation. ·Increased· prdcessing of primary· export products and streamlining of 
restrictive. exchange control and im;;H)tts; co-operation· in the establishmerit of 
common merchant fleets and.insurance services and the co-ordination of local con
sulting services ·at the subregional·and regional levels should be vigorously 
pursued.,

'8. · The Roundtable adopted the foi'lm\ring agenda: 

1.. Opening of the Roundtable by the Executive Secretary
2. Election of officers 
3~ Adoption of the agenda and organiZ·ation of wo1·k 
4 •. 'I11e balance-:-of~payments problems of de"eloping African countries -

A reassessment:

Merchandis:e· trade 
Invis.ib:lies· · . · 

(a) 
(b) 
(c) Po:lities to mitigate the deficit in'the balance of ·payntents

5. Foreign ;_exchange leakages:

(b) ·Types of leakages 
,(c) :.·Policies ·to iJrevent foreign exchange 1eakages 

'Recommendation
7. · ~- Adoption:. of. the -report 
8. Closure of the meeting 

Dis.cussion -of agenda items

·<{a}. ·Balance o£ ·payme

9. ,. Under th:ls agenda'itemj·· the. ECA secretariat introduced a study on "'l'he 
balance;..of-payments problems of :detteldpihg :Africa - A reassessment", which w
conducted under its programme of -~Jci-k· and ·priorities for· 1982 and: 1983
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10. Th~ document 6n b~.lancri of pavmertts indi~ates that in the 1Jast decade; shifts 
of unnrec~de~ted magnitude have beeri ·recorde~ in the current. account halances of 
developing African count:des .· ·The aggregate ··current 'account deficit during the'
1970s increased at the alarming average rate of 38.2 per cent per ye<tr, reaching
a peak of 18,319 million SDRs in 1981. In addition to escalating import gro~th' 
an4 a strtJ.ctu~al, so11centratj,~n of imports on food and fuel for the .oil-importing
·~E;rV~~opi:O,f(~f't+dli(~:ountries; the 1970s .saw a gerieral sla7ken~rig o~· expo~~. . 
growth and·' adverse' terms of trade brought about by rapid lncrease in the pnce
of manufactures and other basic imports. Even more worrisome is the plight of
the least deveiope~(' arid land·-iocked. African count':ties, A' -ba:i'ticuiarly'notice-
·a:'b~e :.trend: h~s B~e.h. the rapid gro•.vth of the deficit on tht s~rvices account: . 
which. in 1981 was·-' aBout four· times the defid t on the ·trade 'account. 

' •. , • ' J, ' • ' • ! • . • • . • I -;• ~ 

11 •. ,. The b·alanb~-of.:.1Jayments nrdblems of African developing countries became.. 
even more compounded in the first half of the 1980s by rising interest rates, .. 
 f.lttct?a-tfon )~. E}xth,~~~. t~tcr~ of the ~aj or cur~encies. ·.~iP.~dai~y , t~~ ~ppreci~tion 
of·· the dollar, the m6unt1ng · debt serv1ce payments, adverse terms · of· trade, the 
protracted recession, protectionist measures particularly quantitative restric
tions in the develoued countries on the exnorts of African countries and 
competit1ioll f~Onl stib-;t:{ftrt-es:·

.. , . . ..·.·: J: ~- : ., .. :. ·_:· 

12~:· Apart from exacting a gn~at physical toll on human, plant and, ariima1 life.
in a large number of countries, and its negative :impact on the balance of 'payments 
via reduced availability of exportable commodities, drought also imnosed a heavy 
burden on budgetary resourcese Investment in industl"Y, agriculture, infras:t:ruc..: 
ture and social programmes h,ave been trinuned or slashed a~ :t;unQ.s hq.ve to be 

• • 0 • o • , I •- ' ' ~l· ; ~ • " . • • • " 0 
' • 

0 
' ": • ' 0 • 

diverted to meet relief 'ahd rehabilitation programmes. In addition; the flow of 
raw ·ma'teriars· tor agro-Based industries was~ seriously ·disrupted~

13. ,·:In the: d1scuss'ion that follc..wed the presenta-tion of the. stud the foUow..; 
,,.,ilig.~cifr('issues we~e" raised: 

14. It was argued that undue emphasis ~·ms 'lJlac·e·cl ·~n. the demand. side·'·o£ the analysis 
of Afric? 1 s export performance ai1d that the. statisti,cs nroduced did not sun1J.Ort
the bi.s~ic_ a:fguni~nt thtit Africa had follbwed an ;e·::<Po'ft-l~d d~Velomnent st·~~tegy.
It was1 •ieces$azy to analyse the supply side of the n'i·ob'!em to be- able· to ex!hain

.... . . • . .. .. ·- ' .. J. 

why Africa had lagged 'behind other deve lopilig ··areas 111 export performance. it
111as emphasized that export growth may require developments in the other sectors 
and that it may be difficult to exploit whatever export possiblities existed if 
there were no concom~itant developments in other sectors such as transportation~ 
marketing, storage, etc. 

15. The desirability of ensuring that Africa receives all the foreign exchange 
accruing to it from exports v,ras stressedo Equally important were the prices paid 
for Africa's exports. In this connection, it was noted that the prices of most 
commodities exported by African countries have been declining during the past 
five years .. 
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16. It was stressed that a ~arge part of the explanation for the poor per
formance of the eXPort sector was the structure of exports which' continue to be 
dominated by unl'lro~esse~. :prim:;~.ry products. a.J.d r~\'l materials:

Imports

17. · It that .. the structure of African imports was unduly b,iased towards 
consump.don. Two· i terns · v1hich · dominate Africa'. s import. bi 11 i.ofere food and. petroleum~ 

18. wtt.l) tp reducing food participants addressed the need tp re.:. 
vitalize: .the ag,r.lcuJtural s~ctor and to seek m~ans whi'ch will lead to th~ realiza
tion o'f' the 'lo~-'7l~1eld objective of food se'lf~suffici~ncy • .. Further' ~t IIT'as 'stressed 
that a reversal 'of· the recent change· in the . food consiliii_t)tion .h.abi ts in favour ·of 
imported staples.,:tcJpuld con.tribute towards the improvement of the cur.r~nt account,. 

 19. Reduction the leva 1 of netroleuin 'could.· be achieved ·through ·appro:.. 
pri.~te conserVation, .i_neasU.res and the deve~dp,~~~-1: t)f alternative S~>llrC~S Of ene'rgy. 

imports were also discussed. In this connection t some participants enumerate'd: . 
their, exp~riences w.ith respe.ct to imp01;t. con_trols. The discussion revealed that 
the. r.esu:t:t:· of.these;'imbort control exercise~ we're mixed; 

· ·- ,. " · ·· 

Invisibles

21. It noted·. the bulk of the d.eficit was expl_aine4 
payments ·for fnvisibles particularly ft·e1ght., insurance and investment income~

2~~-, The~,e, ou,~f~_ows haye resul"~:e.d .from the fact that Af~,ican c~nmtr~es, ]lav.~. re-.. 
malned dependent· ·ofi the. indust1·ialized countrie·s for ~ost ,s_·ervices .. _A cont!'ibUtory 
factor has been the dominance of transnational corporations in 'African·ec'onomies. 

23. The peculiar problems of the land-locked countries l.rith respect to mariti'me-
 and inlapd,tran?port,.11as ,also discussed,.

24. Givett the magl{i'tu,de ofthe: olttflows'mi.de~ iJ.tvi:Sibles it was' stressed. that
unless _ade.quat\~. ttm~.ly mea~~res \1ere taken. to t~.,;,~J;.se the _trend, g~i~s .. in the 
other a~~:~:tof -tJi~. b~~ance of p:;;t>;'ments would ~e·)afgely negated~
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and proposals to ease balance-of-payments problems

25. At :the· national' leVel, it' is recognized that African count:i-ies lid've· !intro~ 
duced adjJstme'nt 7_)rograrnrnes' irt' the,ir countries some of which ha"{.e' r:e~_lq~_ed i~
substantfa.I improv<3inent iii the performance of the balance of paY"rn~nts <.,.''lJ.nder· th~. 
IJres.ent ctrcurnstarices 1 African countries should continue to make )iffor~s, :_to
pursue SU?ply and demand side policies~ These ma.y include·, inter ·alia~ 'apiJro:.. 
priate pr:icing po~icies, interest rate policy, .credit policies 1 excll:c:~;ngf) ~~t~ 
policy . ariel. fiscal policY:. 

2~. ;r~ ;~he context of d~velop;i.ng the agricultural sector, it .lo!ill. be necessary
not ··only to ~xpi:ml:l .dQJ;Iiestic food production ·but also to change .the present pa:t~~m..
of African food cbnsumption habits by encouraging Africans to eat more of the food.
they can cultivate rather than those l'lhich must be imported. And within the exist~
ing export:stru~t~;r.~,, particular effort.s sbould b~ devoted to th~ .expansion of the 
output capacity of soine particular commodities that have a pptential market.

~~ ' l . . . • 

27. }he_ imp.leiJlentp:t:,ion. ?f import cont;rol .should .pe. exercised as,far, as .Practicabl.e, 
tak4t~ il:~.tq -~.<:~~i~pt. ~,ts:: admin~s.trati V:e ; and effici~p.cy., aspects' and sho,ul'd be linked 
to foreign exchange planning. 

2-& •. , ._At .. the S'-lbregional and .. J;"~gionfl.l, level, intel\~i~ication and ,s:treng:t}lenin:g _pf 
existing CP;-O!.)erative arra~$ements s~quld be enh;an-ced. The deve,lop!nent of··tntra:-7
African t·rade and the simnlification .of trade. ope11ations among -African countries
is aqptj1er. ~rea, of focus. 

0 

In .addi,t)..pn, export diversification shp~ld be ,vigor.o~s-ly 
pursue4.•

29. At . the· international .le:velt, b.i~(lteral and mu'X\pater~l don~rs sh.ouliq!.p.e· ·. · 
encoH-~;aged .in their efforts :to c~annel more assis;i:ance to finance the. agricuHqr,al
s·~~t~.r and. the reh~bilitation. of the existing soci~l and economic infrastructu.res,.

30. African countri~~ should, through effectl,ve ri~gotiatioris, dev.ise ways anq
means to minimize protectionist ·barriers . in the industrialized countries. ~ Further.::. 
more~ African coun.tdes should continue to press -!: :::::.· more flexible. condi tionali;ty
a114 :f()-:r; improviJ1g :the magnitude :of :a~,s.istance and repurchase period of drawing~ 
from the Inte.rnati.onal ~.1onetary Fund .. 

31. The pa.~:tic:ipants: exoressed concern at the. magnitudes .. the exterrta.l debt·
prqP,JtE!JII· ;qf Af~d.c:an _countries had assumed and c.alled for. 11-lnovative--·measures · to· .. 
deal.,wjth th;i.~$ pf61Helil. In this respect, ·tl\~. participa.n.t,s also noted that .re
purchases by African countries on the IHF facilities were assuming signifi.cant 
proportions and called on the Fund to find innovative solutions to deal with 
this problem.
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Medium~, ap2}ont;S:,..rm pol~c0 __ an~- grogo_:;a::_~o-~ _:o!-ving_~_al~ncc:---~f-pavgent~l!l'!difficulties 

33. we: ·composition cif imports should be radic&iiy., al te~ed. -.:=:·:Emphasis shouid be 
put on the importation of capital goods rather than consumer: goods.· In addition~
efforts should be made tp attain food self-sufficiency with a view to reducing the
mounting::· "food'_ import· bill. As regards ~nergy, cbnservation· measures· and prbdiictiort:' 
policies·, incl\iding'' the developln:ent of alternative' sd\lrces ~'£-: -~nergy shou'!d b~
vigorously pursued.-

34•,,. "Industria'l_i~ation wlthin·th~ region should be stepped up through a··mot~·
effective:' use: of domesti1c raw materials. 

35~ ·Finally, the expan'siott of· the maritime and ·'system with . : _· 
a· view to facilitate· the movement of goods 'and services o{ the:: land-16cked') countries 
should be another point· of focus. 

36. At the sub.regional='and regional level, · . .the cre:ati.On of co.~operation arrartgemedts 
without (;US toms and tratie barriers' the harmonizati6ti"of tax systems in order ' 
to facili:t:ate 'industrial-co-operation and the local processing of raw' materials 
for marketing ~1ithiti the re!?;iofi: should be vigorously pursued.- ''·This co.;,;;operation
may take the form of joint ventures for the establishment of multilateral industries 
especially in such basic areas as steel, non-ferrous metals and chemicals, ~he 
establishment' :of industria[":. financing institutions; the~:.Shared. us.e .. of. existing· 
training. fac'tlitfes ort·joint resear.ch _into ·new soarcss·: of energy shot11d ·be: explored. 
Furtherrllore, ·. ef'forts should he made :to co-ordinate the development of j'oint 'Afr±cS:n 
services. In particular,.co~on investment should be made in the field of
technology, ·shipping, infrastructure 'and manp~~rer developinetit

37. Regional cd-op&ration :!_n production, transport~ fi.nance and trade :;:t:si·of
paramount impo:rtarice• It<'will also' be necessary that African· countries' act· together 
to assist those land-locked countries in the negotiation of·- fr~ight ·bites.

38. At the interrtational:level, African> countries should \.;rork together at
creating a common base so ·as to gain more,·contractual· power 'vis-a-vis the existing 
foreign car.tels and transnational :corporations which doininate .the invisible· trade 
at the international level.

39. The negotiations to establish mechanisms for stabilizing the prices of 
primary commodity exports should be expeditiously finalized.
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40, · A ·'member of the ECA ·secretariat introdtic;e'd a paper ·entitled "Foreign exd~acge: 
and fir1a.nc.ial leakages :tn !:..~r.ic'a". Tids sttiAy pu::s· toge'ther in suitable frame.:. 
~·JOrk the Yarious results of the studies carried out on the subject under _the 
au8p:i.ces of· the' Ec.oncmi.c CommL;sion for Af:iica. 

4lo . Th.e pape:r' fnditates th~t the issu~ qf foreign exchange and resource' leak~ges 
hai;.:r.iec'o'me~··perJa-~iv:e and difficult one in Africa owin~(;to the complexities of 
i~:s ~~~iiilis ·.and schiib,;s" Commo'n . means of ··tdirisferring · h~i:iources, CmrJ!Ilon mean.s of 
transfe'rring re's6tirc:cs out· of a'1country i!!-du.de 'the 6-ilerinvoicing of :tmports end 
underinvoicing of ."i:b:f-p'orts, Notwithstandiilg''the 'reladvl2 i:-1cre2.se tn gov~i.~nment ':s 
'shaie CJ.f e:x-port-impC:tf trade .and 'the intr6d.t!ction of std.ngent ~ontrol 'on. pi~Vate 
business~ foreign. 'exchange leak'ages have co'ntinued to gtow" Foreign P.Xchimge losses 
from unr~corded trade~ particularly smugglir1g, are believed to be eonsid·9.rabJ.e •

. 42 ~· ·reritlt:i.ve esti~ates by the ECA ·secretariiit for 19 79 reveal· thilt foreign 
cxc~\.n.nge 'leak:dge f.rom the commodity account: of the balance' of paymants alone 

. a~gregat~··$.4"5 to $6.5 billi~n from the African·region, This is a':conside:table
! ' : shm ·of money 'amounting to between 4 to s per cent of the . value of 'total merchatidise 

H:~c,le 0 . t~~t . ts i~port and exl'orts ~ogether.

43.; :visible ill.vis:lhle exports have no fixed point of. e:lcitd ArJ.d,
1 .. (' ' . : ' ' l : .. • " '. . 1 . • • '". . • ; ~ ~ •• • . • . ' . :. 1- • . .. J • • • .. • ' • 

bec3.use of the heterogenity of invisible?· opetatidris' arid' the· rl.a!'rowness of ·the' ·data 
base~·· it 'is dif'd2~1t to estimate ·resource leakages itssod:atec:l with the :tnvis±Bl~ 
i;rade account. Ho·wever~ pt·eliminary estimates shbw''that'iblose to $0.5 billlori.
in freight charges leak out of the African region each year o Even j_n the few 
cases where s orne a t.f~Titpt. :.f.s. .made.: to .. ...!.~irw.ig.en:bze 1 1 th.a~.:i.n$:3f:t;~l!rC:~- :_bus ii1e ss ~'· '11,~a\.0!,
dependence on :foreigr~ reinsurance rem~ins. It is estimated 'f:bat close to $100

1 • (~ ~!· 1:~· • , t ·: · ,~rr ·.. · , . · · ·· i .. · · ·· 1 • •• ·.; •. , ' ·' · • 1 • 

mi.lllbri' worth uf• foreign exchs.nge drain out of the: regioi'L" annually, Given the
estimated annual total of about $2 tliilioti' in African insu.a:-at1ce payments;' ·leakages 
corq.E;: to around .5 per ce1:t of the value of serviceo Other significant areas of 

• ~ ' ' ' I, 1 ! ,. ' \· , • .,·, <f:\ :• , ) • ~ ,• o ;· , I : •• • ' • o ,_ •.,.. 1). • ,' • . 1 .; 0 :. ' .. ' , • , I 

foreign' exchange leald:tges 'in. 'the •risible · traae· .. account incl:ude~:.tou:rism ·and b.·a,:ri:!l 

L .~1?1P.~W~' .. ;; 'f~~ , :_\H{J 4j~~·i£ied'.' q?w~~ments.::r?~~~t~.~~ti~.~ -~7~kage~:.:~~om thes6 ~ources are 
e!3tirnf.:!.~9d at .<;lbout. $L3 b1l~::Loil .. per an~tltil. for the· AhJ.Cl;ln :tegwn, Another source 
of foreign exchE>.nge leakage is i-nappropriate technology~ 

4l~~· In summary~ the value of fo:::ej_gn exchange leakages f:-olTt current account (of 
the 'ba~afice''of' payments) alone. are estima'ted at $7 to $9 billion pe·r ·a.nnum and·
accounted. fo.: 4 t6 6 per cent of t61:al cut .. r€mt accbunL 

45 0 .• 'rn -the di'scussion that followe'd. ~he presel!dlfion of the: study' 'the main ;_estte& 
~ih~.c.h'~;n~rg~d· ~!~re 'pefinition~ leak~ges ~n:· trade 'a.d~ount, on invisibl~' account kind 
other types of ,i.'e'£l<:kge~. 
46" It was pointed out that a clear working definition of leakages was necessa:::-y,, 
There were some problems with the definition cf leakages which did not seem to 
take into account the gains occ.urring from trade or the problem of th2 distribut:Lon 
of these gains., It ~-ras remarked, for example., that expenditure on educaticn abroad 
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was not a leakage, sin.ce it ~..ras payment for··a:'tieal service rendered not available 
domestically .. but rept;"esented an investment in the future. Questions were also 
raised on th~-b~::;is of the quantitative estimates presented. 

47. On leakages occurring on the trade account, the discussion centred on the 
experience of countries with pre-shipment ·and ~ther foreign trade control measures. 
These countries were generally satisfied with the practice which had brought 
important savings though there were difficulties with shipment fraud and collusion 
between importers and agents. Some countries also described their experience with 
exchange controls. It was suggested that selectivity 'could be used in import 
controls at the post-:-shipment stage~ bu't this raised some problems as to the 
appropriate sampling procedure. Eiperi€mces ~.lith export controls were also discussed 
but it was pointed otit that too man)~. controls may deter exports. 

48. On the invisibles account the discussion focused on leakages occurring from 
services payments, capital flight and insurance. The experience of some co~ntries 
in estaplishing national insurance compa:nies was discussed •. An account was. also 
giye.n of,the problem raised by the transfer -~nd repatriatirl!! '8i bank nbtes and in: 
general by capital flight, which in some cases are due to. irit~·rest rate d;if£erentials .. 

. ' 

49o Other types of leakages considered 't>Jete those of migrant 'workers, brain drain, 
inappropriate technology, and overpricing of consultancy and technical services. 
It was underlined during the discuss:J,on that.there were policy-induced leakages 
arising mainly for example from ina,ppropriate policies which provided a strong 
incentive for transferring resources'. 

Short-run ~olicy proEosals to reduce foreign exchange leakages 

50, As the buik of leakages arise from goods and ser~i~es flows, it'is in that 
area that policy measures should be concentrated. 

51. At the national level, given--the fact that ovetirivoicing of imports and the 
underinvoic:l:ng of exports play a prominent role in· foreign exchat1ge leakages, . 
measures to reduce them shouid include rationaliz'ation of foreign exchi:lnge control 
and pre- and post-shipment inspection to ensure proper invoicing both in terms of 
prices and quality, 

52.; ,Qth~r aspects~ ~or, the better control of foreign trade flows include~ among 
others, the proper· licensing of corporations and i.ndividuals engaged in foreign 
trade, the promotion of the participation·of nationals in foreign trade through· 
ind.igenization measures and quantitative and other cont~ols of trade which would 
limi~ t~e importat:i,on -or exportation. of undesirable comtnodi1:ies. Traditional 
controls like tendet b6ards, customs management and organizational improvements in 
the customs and trade services ~¥ill ameliorate resource leakages problems. · ' 



E/ECA/CM.ll/'48 
Page 9 

53. As controls involve costs, proper consideration shoultl. be gh~en to evaluate· 
the ·net' galn fr~m tighter contro:(s, sirice thes~ can consideta,bly·;hamper the
mc>vemerit of goods· and §ervices •. ·.A· proper balance should therefore be struck:
bet1i7ee~ leaka:g'es' control and. the promotion of trade~ 

54. Leakages in .. the invisible accounts are also sizeable a~d occur in tou'~ism;
freight and insurance services, and capital movements. Some countries- have in·-
this respec~ established national in~~rance co~anies to reduce payments to:obtside 
irisur~rs~ ··However·,·· the need for inte~~~tional~ insurance has not been _eliniinatad. 
Natiori:ai 'fi'fdipping l~nes and/ or f!.a~io~al airlines may also contribute to ·the 
reduction :>of ie:akages, but e~p.erience has shown that African countries:;are!.•ri.ot 
in position to act in isolation in this.field a~d that the costs incurred may 
far exceed gains; __ co-op_eraq..on among African cou-ptries appear to be the best lvay · 
of providing 'viable·"and conipetit:l.ve transport services. 
~· < • • -. .. • '•t . : . . . ' . ; ~ ,. . . 

55. :At. die! subre__g_iqttal and ::t~giori,~i ·levEi,L ·cros.s-border .~t::a,de .is estimated to<· .. 
q)e. quite· iniporb:int iri' Afrj_ca. 't·Jltile pat;t of this trade ends up outside .Afri'ca, · · · 
the best policy alternative appears to be in removing as much as possible intra
African flows frolil the sphere .. of smuggling and .other illegal activities· •. Great.er
intr~Aff<tca~ ·b¥6nhhl~~;'co:..op~Fation wpl .~P'fitribute" to solv~: ... the 'i)rob.leiii. by.

· '· eliM-nlf~irig'-';dh~fades· to the fr.ee.movei!t~nt· .of trac:le between African countrie
through 'tb'ei :Ci··eati6ri'· of: cu'St_oms ··~rd .. on~., colllii!cn. markets, and other .co-operative
arrangements like preferential trade agreements. Honetary arrangements will also 
play a crucial role, since the lack of convertibility of most African currencies 
is a major impediment to intra-African trade. 

Medium- and long-term policies 

56. Leakages arise from a variety of reasons, associated largely with the 
fraudulent behaviour of private interests, but also partly with government policies. 
Action to eliminate them should therefore focus on policy improvements and improve
ments in administrative controls. 

57. At the national level. Policies should be adjusted to discourage economic 
agents from fraudulently transferring capital abroad. Streamlining measures in 
the planning system an.d particularly in the management of parastatals and other 
government organizations are necessary. !1easures to strengthen management and 
accountability shollld be intensified. The problem of corruption, indiscipline and 
inefficiency among public servants has also to be addressed, as it constitutes an 
important determinant of resource losses in the countries of the region. 

58. ~~e subregional and regional level. Progress towards greater integration 
of the economies will contribute considerably to reducing leakages, since such 
integration will generate considerable gains from mutual trade and specialization. 

59. Debt relief. The repayment of debts has become problematic, even for IMF 
stand-by and other credits.. The h:f.gh level of interest rates is a major factor 
of the debt repayment difficulties which result in a large outflow of resources from 
the region at a time when additional resources are acutely needed. International 
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co•opel;"ative action should therefore be taken to less-=n the debt burdenon the. 
lines of the agreements arrived at with Latin American co~tries which have incl~ded 
limits to interest rates, the provision of new resources to smoothen·the debt 
repayment process~ etc.

60, The participant·s.;expr~ssed appr_eci,~tion to the ECA ·secretariat. for the two 
,studies which were used as background m~terial for their dis.ctission and l'7h:i.ch 
-f.a~ilitated their deliberations. They however, advised that .due consideration ·be 
given to their.comments on-the· s.tudies.particularly with respect.to updating of 
the_ ... ~t.ftistics, erisuting.'. t:he accuracy of som~ of the statements and the inclusion 
of a_· d'iscus~~on of the c~pital accounts before publication,. 

61. The participants at the. Roundtable ... expressed thefr gr~titude to ECA'for
providing high-quality documentation for the discuss'iori and for providing e-fficient 
services .. througl].out the ~uration of the meeting. Par~:f::.S~J?.~~~'-:.;~1~9.-.~~~~~-~-~d 
their ~ha~~s to th~ Gqvernment an~t peoplE.F.of s·ociiili~t·~ Ethiopia"for· the wa~ ·African 
ho'sp~f:al,:J.~Y .. accorded .them during_.i,their stay in Addis Ababa"

62.- Adopt:f_oy .of the mort .and .c.losin~, r_fbis report ·was unanimously adopted on.: 
Thu~~.c;l~:¥ p·, ?.: ~el;rruary 1985 •... In h?l,.s. closing-. :remarks,., the Chairman thanked partit:lpants 
for ·-~~~.i~,,c«;>ntribution 1;o ~h~ 1 SUCCe.S§ful C0mpletion of their deliberations ana
JN::J.sbed J:.hem. a. ~afe. return to.- .. their ~esp~ct-ive countries.·.




