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ABSTRACT

The present iamternagtional monetary system has shown an

Y

overwhelming lack of #tability owing to its basic deficiences.
It is expected that the present situation will prevail in the
next several vears because of the @il and inflationary problems,
In the past 2 years, countries in the Free World have joined force
under the auspices of the International Monetary Fund in their
endeavour to reform and strengthening the foundation of_the
system. Thisobask will céntinue in'the foresesable future,

The developing countiries should therefore seize the onporiunity
of making a close &tudy, congidering the preésent ‘environments,
of the possible shape that the system is likely to tale in the
near future especially on those aspects of particular concern

to the developing countries. It is worth noticing that in the

past, the developing countries were allowed very little participation

in international consultation on the preblems of this nature.



International monetorycrides which on each occasion caused great
disturbances in the foreign exchange markets generally have been due .to
fact that the present international monetary system has two fundamental
deficiencies the international ligquidity and adjustment problems which

are closely inter-related. 2y using the system of fixed exchange rate,

o

countries axze not able to adjust theip cxehange rate promptly enocugh to
suit changing circumstances, 4 period must lapse so that it becomes
clear that o case of fundouental disequilibrium in the balance of
payments can be proveds Bub, even though . a country may have a
serious balance of pavaents problemg it may be reluctant to change

its ‘exchange rate for political wconsideration. Such a delay normally
necessitates subsequent darge exchange rate adjustment, often following
severe speculaticn. For ghese reasoms, international monetary crises
frequently occur, dringing disturbancesutio all countries, especially
developing countrieg which are normally more seriously affected than
developed countries, -Furthermore, as currencics cf major tracing
countries, ©.g. the US dollar form the largest proporticn of international
reserves of thelsystem, The lcenfidence problem ¢dncerning the stability
of those currencies often arises. This is because the resarve currency
countries mush persue two conflicting policies that.is whide generating
international ligquidity through deficits in their balance of payments,

they must simulicneously maintain confidence in their currencies.

International monetary reform is extremely important to the-
economic welbeing of all countries since the working of the internaticnal

monetary system has dircct bearing on internaotional trade produchion

and employment, This subject is broad and complex, and has net . .



Te

recived as much attention as it should especiaily in the developing
countries including Thailand. The study of this subject will help
highlight problems ir the international monetary system so as to
lead to better understanding of the problems and involving interests
of the developing countries,

Matters which shoﬁld be congidered in international menetary
reform are the following:-

1. Exchange roteTHe present exchange rate svstem and
g

other systems will be'examiried in order to see merits and demerits

g6 that recommendatione €odld be made as to the best course of acticn
to be taken by the developing dountries. Tt is thought that the
present fixed exchange rate system should continue to be used, but
made it more flexitle.

2. Adjustment mechanism The adjustment of the balance of

payments and the responsibility of adjustment, including the use of
an indicator to specify the timing and responsitility of making an
adjustment, are considered with particular reference to the problem
of developing and defigit countries,

3. Primary reserve asset and convertidility The introduction

cf special drawing rights as afhey primamy reserve dsset to replace

gold and reserve currencies is(nec¢cessary.  It.will enable international
liguidity to keep pace with expansion in world trade and paynients

as well as reduce problemnm arisen from the use of gold and reserve
currencies as international reserve asset, inparticular the

adjustment problems of the reserve currency countries and

convertivility of reserve currencies. The replacement of reserve



Q.
currencies in official holdings by the new international reserve
asset will be considered with particular reference to developing
countries - thig is normally referred to as the consolidaticn

Process.

4. Intervention system In addition to maintaining

exchange rate stability, official intervention in the foreign
exchange nmariet must be nmade consistent with the working of the
adjustment process im oxder to present countries fiom evading
adjustment reponsibility. ; Bach intervention system has different
methadology and implieations. «The developing countries must
therefore reluct the system that suits their requirements and

conditions in their foreign exchange maorket.

5. International capital movements  Although internaticnal
- :

capital movements are useful especially in helping to finance
bolance of payments disequilibrium, large, sudden and chronic
movements are normallysequilibrating and dangerous to the
international monetary &Systen. and countries! conderned. Conirols
of internaticnal capital movements in such a way as‘to be

beneficial to the system ‘as’'a whele areltherefore’recenary.

6. Conclusion and recommendations., This will deal with the

broad framework of the international monetary system which could
be improved within the preseut internaticnal monetary envirouments,
by emphasizing matters that the developing countries should be

especially interested and give close attention.



In making the research into this topic, in the first
place, tie sutline was considered and laid cut in parts.
Subsequently a research was made on facts and relevant materials

frem text books, documenis, periodicals ané reports orf the

various meebtings of the Inte tional Monetary Fund. More
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