Objectives of SAARC: m3rs evgieanss

The objectives, of the SAARC Charter, are as follows:

e To promote the welfare of the peoples of South Asia and to improve their quality of life;
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e To accelerate economic growth, social progress and cultural development in the region and

to provide all individuals the opportunity to live in dignity and to realise their full potentials;
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e Topromote and strengthen collective self-reliance among the countries of South Asia;
TBED DACTP TOFNYY ATOOWS TNL TODFF TR

e To contribute to mutual trust, understanding and appreciation of one another's problems;
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e To promote active collaboration and mutual assistance in the economic, social, cultural,
technical and scientific fields; RTF, TOFNY [D SHET, Towo0T, mo%@é%, 0083 TONR
R
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e To strengthen cooperation with other developing countries; 233 ORFO, TROTDET
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e To strengthen cooperation among themselves in international forums on matters of common
interests; and ABPT, QTRONNE SHTOFMON WOTTIREOD BeRINTS) RTF, COHNY JH DT
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e To cooperate with international and regional organizations with similar aims and purposes.
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Different Concepts or Types of Rate of Exchange O%td Q23003 I8 IFecnsh ofme 3OINed
1. Spot Rate of Exchange 2Ins o@m 33 Qamon 3c:

The spot rate of exchange means rate at which foreign currency is made available on the
spot. Currencies are exchanged with one another at the existing rate.
It is used for immediate sale and purchase of currencies. It can be considered as day-to-day rate
of exchange.
When two parties agree to exchange currency immediately, it is called Spot Exchange Rate.

Spot Exchange Rate is determined by the demand for any supply of various currencies.
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2. Forward Rate of Exchange =xon® Q2zhon &T:

Forward rate of exchange refers to the rate at which foreign currency is bought and sold at a
future date. The forward rate of exchange refers to the rate at which foreign currency will be made

available as per the agreement after a specified period of time
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The forward rate is quoted at a premium or at a discount over the spot rate.
3. Fixed,Flexible,Floating Exchange Rates 33, 320 =3 SRR AT TT

Fixed Exchange Rate refers to the rate of exchange, which remains fixed or pegged in terms of

gold or in terms of another currency.
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Flexible Exchange Rate refers to the rate of exchange which remains fixed over short period but

which can be changed from time to time according to the changing conditions.
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Floating Rate of Exchange refers to that rate of exchange which fluctuates freely and finds

its own level, according to the conditions of demand and supply in the foreign exchange market.
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4. Multiple Exchange Rate &m0 Q20 ©T:

It is a system under which a country adopts more than one rate of exchange for its Currency.

Ex: It may have one rate of exchange for exports another rate of exchange for imports.
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5. Two Tier Exchange Rate 2T® <03T QQzHod» ©T:

The Government maintains two rates of exchange under a system. One rate, a higher rate, is
fixed for commercial transactions and the other rat, a lower rate, is fixed for capital transactions.

Since 1971, France and Italy have mentioned this system.
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Causes for the Devaluation of 1966:
1. Failure to Increase Exports 3sdn¢ 003009 Qpe:

The main factor responsible for the devaluation of the rupee in 1966 was our failure to
increase the exports of the country. Our exports amounted to about 6.1% of our national income
during the First Five Year Plan period and they declines further to 4.6% in the Second Five Year
Plan out 4.3% of the national income in the Third Plan. This resulted in an unfavourable balance of
payments position.
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2. Increased Prices 38n$ 20%:

Another factor responsible for the devaluation of the rupee was an increase in the internal

Price level. During Third Plan period there was a cumulative increase in the price level by about

29% the wholesale Price Index increased from 180 in 1965 to 218 in the year 1966. This resulted in

certain imbalances in the exports.
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3. Shadow Market 30 33308 (Q =wTosEY) Parallel Rate of Exchange-

There existed a paralles market for the exchange of currencies, which completely spoiled
our foreign currency situation. Nearly Rs.25 were exchanged for one US dollar and Rs. 20 fro a
sterling pound in these parallel markets as against the official rates of Rs.4.76 per dollar and Rs.
13.3 per Sterling pound.

Parallel market (2,00 @eeg OTT DATOD TTRYFYT — 20T BPT B, AIROW WIHTZ
Parallel Rate Of Exchange) adversely affected the rupee position in the currency market of the

world and ultimately constrained us to devalue our currency.
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4, SPNY 0% Increased Imports:

During the Second Five Year Plan our exports increased by about 50% as against the
increase of 9% of our exports.

5. Scarcity of Foreign Exchange 2@3¢d Q230003 3008:

Much pressure was exercised on our foreign exchange resources on account of servicing of
the old debts. The servicing of the debts amounted to Rs. 122 crore in 1964-66. This factorsperhaps
aggravated the balance of payments position of India.

6. Pressure from Creditor Countries 7o® ¢&T Uo@mf 2.8203:

The World Bank and the IMF advised the Government of India to devalue her currency.

USA also brought a powerful pressure on India to enforce devaluation of the rupee.



